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WHAT IS THE EFFECT OF THE 3.5%
“ANNUAL BENEFIT INCREASE”
IN YOUR LEGISLATIVE AREA?

SEE FOLLOWING LISTINGS OF
PERA BENEFIT RECIPIENTS
BY COUNTY




Colorado PERA Members and Benefit Reup:ents

by County

As of Japuary 2010

Adams County

Active Members: 12,607

Inactive Members: 6,062

Benefit Recipients: 4,058

Annual PERA Benefits Paid: $128,283,749

Alamosa County

Active Members: 1110

inactive Members: 718

Benefit Recipients: 431

Annual PERA Benefits Paid: $13,261769

Arapahoe County

Active Members: 17701

Inactive Members: 9,669

Benefit Recipients: 6,319

Annual PERA Benefits Paid: $234,352,172

Archuleta County

Active Members: 372

Inactive Members: 318

Benefit Recipients: 136

Annual PERA Benefits Paid: $3,054,379

Baca County

Active Members: 274

inactive Members; 215

Benefit Recipients; 96

Annual PERA Benefits Paid: $2,168, 276

Bent County

Active Members: 359

inactive Members; 186

Benefit Recipients: 97

Annual PERA Benefits Paid: $2,524,317

Boulder County

Active Members: 14,218

Inactive Members: 9,621

Benefit Recipients: 4,800

Annual PERA Benefits Paid: $177,570,850

Broomfield County

Active Members: 2,178

tnactive Members: 1,030

Benefit Recipients: 739

Annual PERA Benefits Paid: $28,344,026

Chaffee County

Active Members: 995

Inactive Members: 621

Benefit Recipients: 577

Annual PERA Benefits Paid: $19,411,189

Cheyenne County

Active Members: 106

Inactive Members: 77

Benefit Recipients: 39

Annual PERA Benefits Paid: $943 611

Clear Creek County
Active Members: 360
Inactive Members: 245

Benefit Recipients: 175
Annual PERA Benefits Paid: $6,269,206

Conejos County

Active Members: 449

inactive Members: 367

Benefit Recipients: 225

Annual PERA Benefits Paid: $6,048 474

Costilla County

Active Members: 147

Inactive Members: 101

Beneft Recipients: 91

Annual PERA Benefits Paid: $2,355,660

Crowley County

Active Members: 216

Inactive Members: 100

Benefit Recipients: 85

Annual PERA Benefits Paid: $2,225,186

Custer County

Active Members: 175

inactive Members: 137

Benefit Recipients: 111

Annuat PERA Benefits Paid: $4,031,843

Delta County

Active Members: 1,253

Inactive Members: 843

Benefit Recipients: 702

Annual PERA Benefits Paid: £20,091,281

Denver County

Active Members; 11,626

Inactive Members: 8,029

Benefit Recipients: 5,209

Annual PERA Benefits Paid: $200,949,489

Dolores County

Active Members: 112

Inactive Members: 96

Benefit Recipients: 33

Annual PERA Benefits Paid: $807.226

Douglas County

Active Members: 10,501

Inactive Members: 5,103

Benefit Recipients: 2,360

Annual PERA Benefits Paid: $93,661,024

Eagle County

Active Members: 1,591

inactive Membars: 1,248

Benefit Recipients: 202

Annual PERA Benefis Paid: $8,183,071
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El Paso County

Active Members: 29,240

Inactive Members: 14,020

Benefit Recipients: 8,884

Annual PERA Benefits Paid: $308,553,362

Elbert County

Active Members: 1,097

Inactive Members: 592

Benefit Recipients: 276

Annual PERA Benefits Paid: $9,829,122

Fremont County

Active Members: 2,655

Inactive Members: 837

Benefit Recipients: 1,574

Annual PERA Benefits Paid: $50,298,685

Garfield County

Active Members: 2,664

Inactive Members; 1,968

Benefit Recipients; 552

Annual PERA Benefits Paid: $18726,868

Gilpin County

Active Members: 220

Inactive Members: 153

Benefit Recipients: 64

Annual PERA Benefits Paid: $2,162,433

Grand County

Active Members: 472

Inactive Members; 347

Benefit Recipients: 223

Annual PERA Benefits Paid: $7718,553

Gunnison County

Active Members; 623

Inactive Members: 537

Benefit Recipients: 280

Annual PERA Benefiis Paid: $9,942 481

Hinsdale County

Active Members: 47

Inactive Members: 50

Benefit Recipients: 10

Annual PERA Benefits Paid: $302,427

Huerfano County

Active Members: 321

Inactive Members: 246

Benefit Recipients: 210

Annual PERA Benefits Paid: $5,517877

Jackson County

Active Members: 76

inactive Members: 63

Benefit Recipients: 31

Annual PERA Benefits Paid: $815,049




Jefferson County

Active Members: 19,993

Inactive Members: 10,880

Benefit Recipients: 8,961

Annual PERA Benefits Paid: $354,236,302

Kiowa County

Active Members: 114

Inactive Members: 66

Benefit Recipients: 39

Annual PERA Benefits Paid: $1,010,972

Kit Carson County

Active Members; 447

Inactive Members: 322

Benefit Recipients: 157

Annual PERA Benefits Paid: $3,709,402

La Plata County

Active Members: 1,996

Inactive Members: 1,936

Benefit Recipients: 916

Annual PERA Benefits Paid: $30,875,508

Lake County

Active Members: 402

Inactive Members: 330

Benefit Recipients: 11}

Annual PERA Benefits Paid: $3,143,553

Larimer County

Active Members: 13,148

Inactive Members: 10,805

Benefit Recipients: 5,638

Annual PERA Benefits Paid: $204,251,162

Las Animas County

Active Members: 854

tnactive Members: 610

Benefit Recipients: 457

Annual PERA Benefits Paid; $13,022,297

. Lincoln County

Active Members: 442

Inactive Members: 153

Benefit Recipients: 126

Annual PERA Benefits Paid: $3,474,386

Logan County

Active Members: 1699

Inactive Members: 786

Benefit Recipients: 540

Annuat PERA Benefits Paid: $15,550,667

Mesa County

Active Members: 5,259

Inactive Members: 2,913

Benefit Recipients: 2,926

Annual PERA Benefits Paid: $91791,626

Mineral County

Active Members: 51

inactive Members: 40

Benefit Recipients: 16

Annual PERA Benefits Paid: $535,228

Moffat County

Active Members: 676

Inactive Members; 514

Benefit Recipients: 194

Annual PERA Benefits Paid: $6,125,891

Montezuma County

Active Members: 973

Inactive Members: 915

Benefit Recipients: 457

Annual PERA Benefits Paid: $12,591,711

Montrose County

Active Members: 1,602

inactive Members: 1,266

Benefit Recipients: 794

Annuat PERA Benefits Paid: $22,656,999

Morgan County

Active Members: 1,608

inactive Members: 974

Benefit Recipients: 590

Annual PERA Benefits Paid: $14,824,808

Otero County

Active Members; 1,266

Inactive Members: 601

Benefit Recipients: 514

Annual PERA Benefits Paid: $13,866,136

Ouray County

Active Members: 231

Inactive Members: 218

Benefit Recipients: 70

Annual PERA Benefits Paid; $2,151,874

Park County

Active Members: 681

Inactive Members: 408

Benefit Recipients: 192

Annual PERA Benefits Paid; $6,476,309

Phitlips County

Active Members: 243

Inactive Members: 144

Benefit Recipients; 77

Annual PERA Benefits Faid: $2,112,104

Pitkin County

Active Members: 412

Inactive Members: 567

Benefit Recipients: 86

Annual PERA Benefits Paid: £3,460,673

Prowers County

Active Members; 777

Inactive Members: 465

Benefit Recipients: 317

Annual PERA Benefits Paid: $8,242.460

Pueblo County

Active Members: 9770

Inactive Members: 5,670

Benefit Recipients: 5,286

Annual PERA Benefils Paid: $177913,110

Rio Blanco County

Active Members; 537

Inactive Members: 513

Benefit Recipients: 154

Annual PERA Benefits Paid: $4,686,481

Rio Grande County

Active Members; 835

inactive Membars: 601

Benefit Recipients: 294

Annual PERA Benefits Paid: $7759,808
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Routt County

Active Members: 921

inactive Members: 1,044

Benefit Recipients: 244

Annuat PERA Benefits Paid: $8,981,985

Saguache County

Active Members: 228

Inactive Members: 217

Benefit Recipients: 72

Annual PERA Benefits Paid: $1,912,302

San Juan County

Active Members: 40

Inactive Members: 41

Benefit Recipients: 8

Anmial PERA Benefits Paid; $253,223

San Miguel County

Active Members: 385

Inactive Members: 4532

Benefit Recipients: 46

Annual PERA Benefits Paid: $1,65),284

Sedgwick County

Active Members: 145

Inactive Members: 92

Benefit Recipients: 69

Annual PERA Benefits Paid: $1632.680

Summit County

Active Members: 891

Inactive Members: 894

Benefit Recipients: 170

Annual PERA Benefits Paid: $7440.,886

Teller County

Active Members: 1,214

Inactive Members: 613

Benefit Recipients: 367

Annual PERA Benefits Paid: $12,345,383

Washington County

Active Members: 340

tnactive Members: 209

Benefit Recipients: 105

Annual PERA Benefits Paid: $2,555,597

Weild County

Active Members: 10,448

inactive Members: 6,037

Benefit Recipients: 3,887

Annual PERA Benefits Paid: $126,475,472

Yuma County

Active Membars: 663

Inactive Members: 509

Benefit Recipients: 220

Annual PERA Benefits Paid: $5,201,670

@ PERA.
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PERA BENEFITS PAID @ 3.5%

WILL DOUBLE THE AMOUNT
PAID TO RETIREES |

IN EACH COUNTY IN 20 YEARS

YOUR VOTE TO ELIMINATE THE
ANNUAL BENEFIT INCREASE
FOR RETIRES IN SB10-001
WILL RESULT IN THE LOSS OF

INCOME
EQUAL TO THE “ANNUAL PERA
BENEFITS PAID” TODAY IN THE
COUNTIES IDENTIFIED




Analysis of Colorado PERA s 2010
Proposal

A cntlcal analy515 of olorado PERA’s 2010 lemslatwe proposal that raises .
serious questlons about its ]ustlﬂcat]on : ' w 3

SUNDAY, DECEMBER 20 2009
Problems with Colorado PERA’s 2010 Legislative Proposal
by Jim Prentice, a PERA retiree

Cotorado PERA has proposed legislation that will significantly reduce the benefits
that a large percentage of its members and retirees expect to receive in the
future, My analysis raises serious doubt about the validity of PERA’s assertions that
drastic changes are needed in the. state-wide retirement program, and it brings to
tight what 1 believe is the real agenda behind PERA’s proposal - somethmg that
results from the required merger with the Denver Public Schoots Retirement
System (DPSRS) on January 1, 2010. Justification does not exist for PERA to breach
its contracts with tens or hundreds of thousands of members and retireés regarding
fully vested, guaranteed benefits and the beneﬁts promised for both earned and
purchased service credit. : :

Af_ter attending the PERA informational meeting in Colorado Springs on November
4, 2009, at which the Executive Director and the Chief Operating Officer of PERA
presented their legislative proposal, | began a search to fill in some holes in their
data. Information did not come in a neat package but was scattered throughout
various documents. What | found has led me to the conclusion that the facts do not
justify this leglslatwe proposal that would allow PERA to reduce fully vested and
supposedly guaranteed benefits to its retirees while h1dmg, or at least not
highlighting, the real problem facmg PERA

Nearly all of the facts that | unearthed came from the web sites of PERA Denver
Pubtic Schools, and the Denver Pubhc Schools Retzrement Systern. | have included
the information necessary to locate these documents on the: Internet so that
everyone can verify the facts for themselves. I have also downloaded saved and
printed the DPSRS documents in case PERA takes down the DPSRS web site after
the merger. My opinions and conclusions are simply the logical result of piecing -
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this puzzle together.

This article is long and very detailed, but it needs to be because of the complexity
of the subject matter. Readers owe it to themselves to go the distance because
PERA’s proposed changes may have a significant negative effect on the income of
the more than 440,000 PERA members including more than 80,000 retirees, plus
the new folks coming in with the merger.

I began my trail of discovery when | noticed that the information packet provided
by PERA at the meéting included actuarial projection graphs for the State, Local
Government, and-School Divisions but not for the Judicial Division. 1 located that
graph along with the other three on PERA’s web site at

http:/ /www.copera.org/pdf/Misc/LACGraphs2008.pdf.

I expected the results to be worse than the other divisions because the benefit
provisions for the Judicial Drvrsron, especrally catculation of the Highest Average
Salary, absence of a prohrbltlon against salary spiking, and working after
retirement, are significantly more 'generous than for the other divisions. To my
surprlse, the pro;ectrons for the Judrcral Division are the best of them all.
Compare the retirement provrsrons in PERA’s bocklets, avarlable at
https://www. copera orgfformslMemberOrder html Especially see the Judicial
Division booklet at https://www.copera. org__/PDF/S/S 26.pdf.

The better actuarial projection for the Judicial Division did not make sense to me,
5o dug further and found a fact sheet at http://www.copera.org/ pdf/ 5/5-123.pdf
which shows that the employer contributions are roughly one- thlrd htgher in the
Judrcral Dwrsron than in the other divisions. That teads to the ob\nous conclusion
that If the employer contnbutron rates in the other divisions were the same as the
rate for the Judicial Division, then PERA’s funded status could be mcreased with
only minor tweakmg rather than a ma]or overhaul '

Next l accessed PERA’s Comprehenswe Annual Fmancral Report For the Frscal Year
Ended December 31 2008. (CAFR) Th]S :s a 143 page document avarlable at o
http / lwww copera orgl pdfl 5/ 5~20 08 pdf - - '

A tabl’e: at .the b‘oxtorn of bage 28-in__.the CAFR li's'ts the amount-'of_ time until full |




funding of each division is achieved under the provisions of existing law. It shows
that the time for each division is: School, 75 years; Local Government, 19 years;
Judicial, 48 years; and an infinite time period for the State Division. (The Health
Care Division is not applicable because its funding is different from the others.)
But the following statement is made at the top of page 29. “The amortization
periods with AED and SAED do not include the full effect of the 2006 legistation.
The legislation includes plan changes that will lower the normal cost for future
new hires and will allow more of the employer’s contribution to be used to
amortize past service costs earned.” In other words, the table would show even
better results than it does if ail currentty existing legal provisions were taken into

account!

The table was created by Cavanaugh Macdonald Consulting, LLC, which is the
Pension and Health Care Program Actuary for PERA. Although full funding of all
divisions is not achieved within 30 years as PERA would like, the table directly
contradicts the information package presented by PERA in support of its proposed
legislation. It is also important to recognize that an amortization period longer
than 30 years does not constitute insolvency! This establishes that actuarial
necessity does not exist, so therefore PERA has no justification to reduce fully
vested, guéranteed benefits in my opinion. ' :

The discrepancy between PERA’s information package and the table prepared by
PERA’s own actuary must be reconciled. We need to know what assumptions were
osed for PERA’s graphs. Did PERA prepare its graphs when the ni_arket was at its
lowest in March of 20092 The tables and graphs must be updated using the latest
information available since markets have recovered significantly in 2009. PERA
should be willing to atlow independent verification of the data or at least have it
prepared by the actuary firm rather than in-house, and all effects from existing
law should be built into the calculations to get an accurate picture. Does the
projection program take into account the fact that the group of employees and
retirees with the 3.5% annual increase is a closed group with membership dectining
as deaths occur? Transparency and venf!catmn are needed since the proposed
major changes are based on PERA’s claims, and data taken from PERA’S own
financial report appear to contradlct those c{alms :

Apparent__ly PERA is ai_lowing some access toa coa{iti'On of organizationé in which
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the Colorado Education Association is taking a lead role. But to what degree is the
coalition challenging PERA’s assertions? After CEA representatives left the PERA
Board meeting on December 18, 2009, a Board member asked if updated charts
were available from Cavanaugh Macdonald. The Chief Operating Officer replied |
that new ones are available and would be distributed to the Board members during
Closed Executive Session. Closed sessions are used to discuss pending litigation,
among other things. Does this mean the new charts do not support the claim of
actuarial necessity? | would have expected PERA to present the charts publicly if
they were supportive of the claim.

The average PERA member does not have the resources to create the complex
financial pro;ecttons that are required. Therefore we must rely on the coalition
and on the members of the General Assembly to demand access and openness, All
claims made by PERA must be challenged. Updated and accurate projections must
be prepared. Then the results need to be presented to the public, perhaps' by
making them available through the web sites of both PERA and the coalition
members ' '

My initial conclusion based on what | discovered about the employer contribution
rate for the Judicial Division, that a major overhaul is not necessary, is supported
by that table and statement on pages 28 and 29 in PERA’s CAFR for 2008. But that
being the case, | wondered what was driving PERA’s decision to make big changes.

Digging further into the CAFR, | came across Note 12 to the Financial Staternents
on pages 61-62. This Note discusses the takeover on January 1, 2010, of Denver
Pubtic Schools Retirement: System by PERA, as requzred by a law (SBG9 282)
enacted in May, 2009,

The following statement is at the top of page 62 of the CAFR: “Allows the DPS
[Denver Public Schools] to subtract the amount of principal and interest payments
in any year on its Pension Certlfxcates of Parttmpatlon notes from the employer
contnbutlons owed in any year except to the extent necessary to pay the
contnbutrons to the Health Care Trust Fund and the Annual Reserve Fund untll the
DPS Dmsron s ratio of unfunded actuanal llablhtles to payroll equals the School
Dmszon s.” '




Following this trail | discovered a PERA publication at
http://www.copera.org/pdf/Legislation/2009/LegUp6-09.pdf that mentioned that
DPS had ongoing payment obligations for Pension Certificates of Participation
(PCOPS) issued in 1997 and 2008. PCOPS are a form of debt tike bonds.

An Internet search located a letter written November 9, 2007, by Michael Bennet,
then Superintendent of DPS, and Tom Boasberg, then Chief Operating Officer of
DPS. DPS borrowed $377 million in 1997 with PCOPS that expire in 2019. (Did they
mean 2017?) That money was put into DPSRS. The letter may be viewed at
http://blogs.rockymountainnews.com/material_disclosures/archives/2007/11/a_p
itch_to_save.htmt. '

Then | located the 2008 Comprehensive Annual Financial Report for DPSRS at
http://www.dpsrs.org/ docs/FinancialAndPlanning/CAFR2008.pdf. On page 6 it
states that DPSRS received $397.8 rmliron in April, 2008, from the issuance of more
PCOPS by DPS. The Bennet and Boasberg letter referenced earlier indicated that
this second round of PCOPS will be for 30 years.

So between 1997 and 2008, DPS took on nearly. $775 rnillion of debt to fund its
retirement system, and DPS can offset certain payments to PERA s:nce PERA will
be recelvmg the assets of DPSRS but DPS remains tiable for the PCOPS.

The Bennett and Boasberg ietter refers to debt service of $40. million per year for
the 1997 PCOPS. The DPSRS CAFR for 2008 refers on page 30 to an interest rate of
8.5% for the 2008 PCOPS Applying a simple interest calculatron without factonng
in repayment of prmc1pal results in debt service of roughly 534 miltion for the
second group, bringing the total debt semce into the nelghborhood of $74 miltion
per year, p{us prmcrpal repayment on the 2008 group. '

The merger legls{atlon enacted in 2009 sets the empioyer contnbutlon rate that
DPS must pay to PERA at 13 75% from January 1, 2010, through 2012 and 14.15%
thereafter. Thls mformatlon is ‘also on page 30 of the DPSRS CAFR for 2008.
Subtractmg the 1 02% contnbutlon to the Heatth Care Trust Fund, the rates _
become 12.73% and 13. 13% respectwely But because of the offset provzsron in the
merger teglslatlon, most, if not alt, of the employer contnbutlon from DPS will not
have to be paid to PERA for many years to come. This mformatmn also comes from
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page 30 which concludes with the following statement. “As stated in the Board of
Trustees motion in support of the merger legisiation, the Board and the
management of the system believe this schedule of employer contributions will
tead to a substantial decline in the funded status and soundness of the DPS
Division.”

PERA is taking over DPSRS on January 1, 2010, and will be responsible for the
payment of retiree benefits, but PERA will receive very little from DPS employer
contributions for years to come. Extrapolating from the data on page 63 of the
DPSRS CAFR, the employer contribution for 2010, excluding the Health Care and
Annual Reserve Funds, would be in the neighborhood of $50 million, but DPS will
not have to give that money to PERA because it will be more than offset by the
debt service on the PCOPS. This is a cash flow problem for PERA. -

On top of that, DPS seems to have pulled a fast one on DPSRS and PERA. DPS paid -
employer contributions to DPSRS at the rate of 10.21% for 2008 according to the
table on page 63 of the DPSRS CAFR. But DPS will put almost no money into DPSRS
for the second half of 2009 as described on page 30 of the DPSRS CAFR. “On June
18 2009, the Board of Education passed Resolutton 3164 and estabhshed the
employer contnbut:on rate at 15.53% for the period begmmng July 1, 2009,

through December 31, 2009, This employer rate is offset by the Dlstnct’s payments
on the outstanding PCOPs, at an assumed interest rate of 8.5%. The resultmg net
contribution to the plan is 0.49%; using data provided by the staff of DPS. ... The
Board of Trustees and the management of the System strongly disagree mth the
assertion that the net contribution rate of 0.49% is actuarially sound.” The merger-
was already decreed by 1aw, so DPS took advantage of the opportunity to- -
essen’ually stop funding the retirement system for the last six months before the
merger even though benefits still had to be pard monthly.- No safeguard had been
wntten into the merger law to prevent thls - o -

lnterest:ng{y, the DPS money grab for the second half of 2009 will be helpful to
PERA because it has the effect of lowermg the funded status of DPSRS Thatin turn
wrll hasten the day when the funded status of the new DPS Dmsron and the School .
Dmsron become equal at wh:ch t:me DPS mu tose its nght to subtract debt '
semce frorn its employer contnbuttons to PERA ' SR
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The assets of DPSRS wilt be reduced by the DPS action affecting the last six months
of 2009, and beginning January 1, 2010, PERA will have cash outlays for benefits
but little inflow from employer contributions by DPS for several years, if not
decades, because of the offset for debt service. The amount that PERA does not
receive under the offset provision could possibly be more than one billion (with a
“b”) dollars, depending upon how long it takes to achieve equalization! One could
say that DPS prepaid its contributions by funding the retirement program with
debt, but regardtess of how it is viewed the fact remains that a high price tag is
attached to the assets PERA is receiving from DPSRS.

This, however, still does not completely explain why PERA wants to reduce fully
vested benefits to its retirees by negatively changing the annual increase that is
currently established by statute.

The provision allowing DPS to offset employer contributions to the extent of debt
service continues “until the DPS Division’s ratio of unfunded actuarial accrued
liabilities to payroll equals the School Division’s” as stated at the top of page 62 of
the PERA CAFR for 2008. The funded status of the new DPS Division will
undoubtedly drop as assets are liquidated to pay benefits, but PERA canriot take
steps to inappropriately lower the funded status of the DPS Division because that
would violate its fiduciary responsxblhty Therefore it is in PERA’s interest to raise
the funded status of the Schoot Division as quickly as possible to meet the_
naturally declining funded status of the DPS Division, thereby ending the DPS offset
to the employer contributions. The longer it takes to equalize the dw1510ns, the
more cash PERA loses to the DPS offset.

One of the qmckest ways to raise the funded status is to eliminate or greatly
reduce the 3. 5% annual increase of the PERA retzrees Using rough numbers
extrapolated from the benefit payments mformatxon on page 27 of PERA’s CAFR,
ehmmat:ng the annual increase for 2010, which can happen since the Consumer
Price Index is expected to be zero, will save the payment of 550 $60 million or
thereabouts from the Schoot Division and around $100 mitlion overatl for PERA
Saving the payment of tens of millions of dottars per year by reducmg the annual
adjustments wﬂl raise the funded status and hasten the day when the DPS offset
'must end. Thisisa major factor behmd the PERA leglslatwe pmposal m my optruen
because it connects all of the dots! : - :
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PERA has apparently seized upon the opportunity presented by the economic
downturn to use that as a plausible excuse to make big changes, despite Executive
Director Meredith Williams’ statement in the Retiree Report of November, 2008,
“...we don’t want to overreact to short-term economic turmoil. Our goal is to
keep a steady hand in rough waters so that we can protect our promise to you.”
See http://www.copera,org/pdf/Newsletters/RetireeReport/RR11-08.pdf. That
statement was made, however, before the law was passed requiring PERA to
acquire DPSRS.

It is true that the markets declined badly in 2008. But the markets have also
recovered substanuaily in 2009. Jennifer Paquette, PERA’s Chlef Investment
Offzcer, reported at the Board of Trustees meeting on November 20, 2009 that
PERA’s investments were up about 20% for the year and investments in emergmg
markets were up a whoppmg 75% for the year Couple this information with the
table mentioned earlier showmg that PERA’s funded status is manageable or nearly
so based on provisions currently provuded in the law and one can only conclude
that a crisis srtuat:on does not exist. - -

Dunng the PERA Board meetmg on December 18 2009 a representatwe of
ColoradoWINS suggested makmg lesser changes at thIS time and then seeing what
else might be needed later PERA Board member Marcus Pennell replied, “I'd tike
to address the discussion you had about stabzhzrng the patlent One of the
problems with that _approach is simply that we can’t make changes of this nature
to the pension _plan'without_ a_c_:t_uarial nece'ssity. If you make some percentage of
chan'ges ‘that need to be madé and it gets ybu out of actﬂarial necessity but not
healed you don’t have the opportumty to treat the patlent any more and they live
with the i m}ury as it is.” Mr. Pennell was advocatmg for the need to approve the
proposal asa complete package because domg somethmg less may take away the
actuanal necessrty argument and thereby prevent PERA from gettmg all of the
changes it seeks. Isn’t that an adm:ssron that all of the proposed changes really
are not needed but PERA is trylng to make unjustlfred changes by bundlmg the
package and clazmmg that it 1s an mseparable whole? L : -

It is my conclusron that pubhshed matenal from PERA’s own actuarlal consultlng
firm shows that actuanal necessity for PERA’s leglslattve proposal does not exist.
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PERA seems to be inheriting a significant cash flow problem regarding the
acquisition of DPSRS, but that problem should not be solved by reducing the fully
vested, guaranteed benefits of retirees and future retirees. Updated, verified
information is an absolute necessity before proposed legislation goes forward.
PERA’s funded status should be improved, but changes that result in breach of
contract or violation of the Colorado Constitution are not justified.
Posted by Jim Prentice, a PERA retiree at 11:45 AM 591

Home

ew:my complete profile.
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My Third Submittal to Legislators
Jim Prentice

This was my third submittal to all of the legislators, sent on January 24th.
Jim Prentice

Sent to the legislators:

Tough questions for PERA
From Jim Prentice, a PERA retiree:

{ am sending this email to all members of the General Assembly in hopes that tough
questions will be asked regarding the proposed PERA legislation in SB10-001. My
analysis, which | previousty furnished to you (also available at

http: / /coloradoperaanalysis.blogspot.com) uses PERA’s own documents to cast
doubt on PERA’s claims and on the justification for certain of the proposed
changes. This is a very complex issue, so | hope that the questions enumerated
here will help in the creation of appropriate legislation. ! have tried to group my
questions into relevant categories.

A.) Justification of the basic issue:

1. PERA’s initial claim in public meetings during 2009 was that it was forecasting
insolvency. Now it appears from the title of SB10-001 that it is trying to achieve
fully funded status within 30 years. There is a significant difference between the
two situations. PERA has been at or above 100% funded status only two years since
its founding in 1931. How can this suddenly be such a critical issue when it has
existed for the past 3/4 of a century?

2. If the amortization periods for PERA’s divisions are longer than 30 years but
mechanisms are in place that are expected to improve the situation and will
EVENTUALLY bring the amortization periods to less than 30 years, are measures that
reduce vested, guaranteed benefits justified?

3. Why don’t the charts furnished by PERA at the informational meetings in 2009
match the table at the bottom of page 28 of PERA’s CAFR for 12/31/2008 that was
prepared by PERA’s actuarial firm? What valuation date was used for those charts?
Did PERA use a valuation date close to the market bottom in March of 2009, which
would have created the worst possible results?

4. The statement by PERA’s actuarial firm at the top of page 29 of the CAFR for
12/31/2008 indicates that not all of the provisions of existing law have been built
into the actuarial program and that resutts should actually be better than shown.
Does the program consider the fact that those who qualify for the 3.5% annuat
increase are a “closed group” that will phase out as beneficiaries die?
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What provisions of existing taw are not considered in the actuarial program? Why
haven’t those provisions been built into the program during the past four years? If
all provisions of existing law were built into the program, would it show that
insolvency is not forecast? Decisions will be made and laws may be passed based on
the results of an actuarial program that has been acknowledged to be incomplete.
Should this legislation be postponed until the program is updated so that decisions
can be based on accurate information? Will a one-year delay for that purpose push
PERA over the brink?

5. PERA’s actuarial firm furnished new charts in December. These were given to
the Trustees in closed session. Why weren’t the updated charts provided to the
public during the open session of PERA’s Board meeting? Do those charts show
drastically improved results since PERA’s investments were up approximately 20% for
the year and investments in emerging markets up 75%, as reported at the November
Board meeting?

6. Have charts been prepared based on 12/31/2009 data? If so, do the charts fully
reflect all aspects of existing law?

7. Is PERA willing to run the actuarial program with various options that may be
suggested by legislators?

8. The three “independent” (appointed) PERA Trustees prepared a letter to
Senator Shaffer regarding support for SB10-001. A draft of this letter was furnished
at the January Board meeting. Why should employees and retirees bear the brunt
of changes when that ietter states “During the past six years, EMPLOYER
contributions [emphasis added] have failen $2.6 billion short of the required
contributions determined necessary by actuaries”?

B.) Breach of contract:

9. Through the decades PERA has repeatedly represented the retirement benefits
as guaranteed. A Formal Opinion by then Attorney General Ken Salazar states that
certain benefits cannot be reduced at all and that others may be reduced only
under specific circumstances. If a private financial institution in Colorado promised
guaranteed benefits and then later reduced those benefits, action for breach of
contract would be brought under the laws of Colorado. Shouldn’t the State itself
and PERA as an arm of the State be subject to the laws the State has enacted '
regarding the behavior of its citizens? Is the rule of law to be discarded when
other viable solutions to a problem can undoubtedly be found?

10. Until just a couple of years ago, PERA actively solicited additional investment by
members through a program that allowed the purchase of service credit. This was
a specific financial investment over and above the regular investments made as a
deduction from payroil. Assuming that legal grounds exist to reduce benefits such
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as the annual increase for EARNED service credit, should PURCHASED service credit
be treated differently since that was a solicited financial investment?

11. According to an email | received from PERA, “Senators Shaffer and Penry
coauthored a guest column in the January 8 Denver Post....” A quotation refers to
the proposed tegislation and concludes “This is a promise the state will honor.”
That statement was made in reference to legislation they introduced that will
renege on past promises. How can we trust that this promise will be kept if the
State does not honor the promises that were made in the past and now exist in
law?

C.) Negative CPI:

12. | submitted a question to PERA and received a reply that the annual adjustment
could never be negative and result in a reduction of benefits under PERA’s
proposal. Reading Section 19 beginning on p.33 in SB10-001, what prevents a
negative adjustment?

D.) Proposed “spike cap” in HAS calculation:

13. In SB10-001, Section 2 adds subparagraph (25)(b){V) to CRS 24-51-101. This
establishes an annual spike cap of 8% as opposed tc 15% in the determination of
HAS for certain employees. This seems reasonable and perhaps even generous for
salaried employees. After atl, how many people get raises greater than 8% now-a-
days? But it can have consequences for hourly employees that may not have been
considered.

What if a school district consolidates bus routes in order to reduce staff and save
money but lengthens some routes in the process? A bus driver’s route could
increase from 6 hours per day to 7 hours. That is a 16.7% increase in time. PERA
sees only the total pay and would therefore allow an increase of only 8% to apply in
the calculation of HAS. in reality, the driver has probably had no increase at all in
the hourly rate of pay. The increase is attributable to the extra hours that the
district expects the driver to work.

The same inequity will occur if a bus driver begins working a couple of hours per
day in a school cafeteria to supplement his or her income. PERA sees the
increased income but makes no distinction between a pay raise for a salaried
individual versus additional hours worked by an hourly employee. Similar scenarios
can be imagined for custodians, mechanics, groundskeepers, office workers, and all
other hourly employees. A person must work four years under the new
arrangement in order to get the full benefit of the longer schedule.
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} can see that it could become unduly burdensome for the system to accommodate
all possible combinations of wages and hours fairly. Therefore how about imposing
a spike cap of one percent (1%) on those earning $100,000 or more per year and
leave the cap at 15% for those below that figure? Otherwise this is just another
case of the rich getting theirs while the lowest-paid workers are hurt.

E.} DPSRS merger:

14. Now that PERA has acquired DPSRS through a merger effective 1/1/2010, DPS
has the right to offset employer contributions to PERA to the extent of the debt
service on 3/4 of a billion dollars it borrowed to fund its retirement system, with
the offset continuing until the funded status of the School Division and the DPS
Division become equal. How much is the offset expected to be in 2010? Does DPS

agree with that figure?

13. How long is it expected to take until equalization occurs and what is the total
amount of money that is expected to be offset by DPS until this provision ends?
Does DPS agree with those figures?

16. How will those numbers be different if the annual benefit increases are left
alone rather than changed as in the proposed legistation? Does DPS agree?

F.) Costs associated with legislation and litigation:

17. Assuming all money that PERA has may be considered “members’ money,” how
much of the members’ money has PERA spent to date on lobbyists for this

legislation?

18. How much in total of the members’ money does PERA expect to spend on
lobbyists for this legislation?

19. How much of the members’ money does PERA anticipate spending on legal
challenges to this legislation?

20. How much of the taxpayers’ money does PERA anticipate that the State will
spend on legal challenges to this legistation?

G.) Judicial Division:

21. The Judicial Division of PERA has substantially better retirement provisions than
the other divisions. This includes the Highest Average Salary calculation, spike cap,
benefit formula, disability benefits, and benefit increases for working after
retirement. What legitimate reason is there for providing better provisions to the
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group of people who will preside over legal actions that are brought against PERA
or the State as a result of laws regarding PERA?

22, Why are the employer contributions significantly higher for the Judicial Division
than for the other original divisions? Is it because of the better benefits? When
PERA saw that the funded status was declining in recent years but that the status
of the Judicial Division was still relatively good, why weren’t steps taken to
increase the employer contributions in other divisions to match the Judicial
Division?

23. It is not at atl uncommon for a higher court to overturn a decision of a lower
court, but it does not work the other way around. A member of the Colorado
Appeals Court is also a member of the PERA Board of Trustees. If a judge in a lower
court is trying a case involving PERA and that judge knows that a member of a
higher court, in his or her capacity as a PERA Trustee, voted in favor of the issue,
could that possibly influence decisions made by the lower court judge? Should the
Judicial Division be prevented from having any voting representation on the PERA
Board of Trustees in order to avoid this issue? (it should be noted that the new
DPS Division does not have voting representation on the PERA Board.) As an
alternative, should it be a requirement that the member representing the Judicial
Division must be from the lowest level of court in the chain rather than from any
higher level?

H.} State Division

24. The State Division is apparently in worse shape than any other division, yet
5B10-001 states in lines 25-27 on page 40 “Salary from employment by a retiree who
is serving in a state elected official’s position shall not be subject to employer
contributions or working retiree contributions.” How is this perk justified under
the circumstances?
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My Second Submittal to Legislators
Jim Prentice

| sent the analysis that is also on http://coloradoperaanalysis.blogspot.com to the
governor and all legistators on December 26th. This was my second submittal to all
of the legislators, sent on January 3rd. I'm glad | downloaded and saved the source
documents for my analysis since some of them have apparently been taken down
now. Feel free to use any of my material in any way that is helpful.

Jim Prentice

Sent to the governor and legislators:

| prepared an analysis of several public documents of PERA, DPS, and DPSRS casting
considerable doubt on PERA’s claims regarding the need for the drastic changes
contained in its legislative proposal. My analysis also pointed out the significant
cash flow problem for PERA that has been created by the merger with DPSRS. That
seemns to me like a major motivating factor behind the proposal since it may involve
more than a billion dollars diverted away from PERA, yet | am not aware that it has
been mentioned by PERA in regard to the legislative package. | recently sent my
analysis to you, and it is also available at http://coloradoperaanalysis.blogspot.com.
By the way, | do not expect anyone to take my word regarding the analysis i
prepared. That is why | included references for all documents. Any doubters may
go directly to the source documents and read the material for themselves.

A Formal Opinion, dated November 18, 2004, of then Attorney General Ken Salazar
states “Once a PERA member fulfitls all the statutory requirements for a pension
benefit and retires, the member’s fully vested pension right cannot be reduced by
the General Assembly.” That Opinion also lists the conditions under which benefits
may be reduced for those not yet retired. The Formal Opinion may be viewed at

http: / /www.coloradoattorneygeneral.gov/sites/default/files/ag opinions/2004/.pdf

2

| fully agree that the funded status of PERA should be improved, but if insolvency is
not certain, then PERA needs to go back to the drawing board and come up with a
plan that is compatible with Colorado law and Attorney General Salazar’s Formal
Opinion. If legislation is enacted that reduces fully vested, guaranteed benefits, it
will result in litigation. Unfortunately PERA is expecting litigation, as admitted by
Meredith Williams at a meeting | attended in Colorado Springs. That will mean
spending PERA's money and the State’s money, both of which are really our money,
to fight against our own members and retirees.

| can do very little as an individual. Therefore | hope that any proposed legislation
will be carefully scrutinized and that legislators will demand updated studies based
on the latest information and market values and be sure all of the provisions of the
2004 and 2006 legislation have been incorporated. Based on a statement at the top
of page 29 in PERA’s CAFR for 2008, it appears that the actuarial projection program
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does not fully recognize that there are 3 tiers of annual increases and benefit
schedules. How big of a change will that make? More complexity may be reguired
in the computer program, but so be it. And by the way, the Dow Jones Industrial
Average went up 18.8% from December 31, 2008, to December 31, 2009.

PERA members and retirees should not have to subsidize the acquisition of DPSRS. |
believe that a solution can be found that wilt restore PERA’s funded status without
resulting in breach of contract or violation of the Colorado Constitution. My own
proposal, titled “Plan B for PERA,” follows. It contains automatic adjustment
mechanisms that will force the funded status into a range of 90%-100% and keep it
there or reasonably close. 1 would really like to know how this shakes out in the
actuarial projection program.

Plan B for PERA

* The contribution rate for atl employees shatl be increased from 8% to 9%. This will
not apply to the new DPS Division until its funded status is equalized with the
School Division.

* The SAED, which is paid by the employers but funded by “foregone wage
increases,” will continue as scheduled under existing law and under PERA’s
proposat, thereby capping at 5% in 2017; however, this will apply to all divisions
equally except this will not apply to the new DPS Division until its funded status is
equalized with the School Division.

* The AED, which is paid by employers, will continue as scheduled under existing
law and under PERA’s proposal, thereby capping at 5% in 2017; however, this will
apply to all divisions equally except this will not apply to the new DPS Division until
its funded status is equalized with the School Division. The “double bump” of 0.8%
in 2013 for the School Division will be eliminated so that the increase will be 0.4% as
in the other divisions.

* Employer contribution rates for all divisions except the Judicial and DPS Divisions
will increase by 1%. (The rate for the Judicial Division is already higher than any
other originat division. The rate for the DPS Division was established by the merger
legistation.)

* Beginning in 2011, if the funded status of any division is BELOW 90% AND HAS
DECLINED FROM THE PREVIOUS YEAR, the employee and employer contributions for
that division shall increase 0.5%, in addition to any scheduled changes in the AED or
SAED. if the year-end funded status of any division is below 100% but has increased
from the previous year, no changes will be made for that division except for the
scheduled changes in the AED or SAED. If the year-end funded status of any
division exceeds 100%, employee and employer contributions for that division shail
be reduced 0.5%. This will not apply to the new DPS Division until its funded status
is equatized with the School Division. '
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* Employees of the Judicial Division hired after the effective date of the legislation
shall be subject to the same benefit terms as the other divisions, including but not
limited to the HAS, spike caps, and provisions regarding working after retirement,
except that retired judges may work longer than 110 days per year without penalty
if necessary to complete a case that began within the first 30 calendar days after
starting work.

Conclusion

Plan B probably will not result in any significant change in employee behavior, such
as a sudden increase in retirements, because it does not aiter vested benefits.
This alternative creates a corridor from 90% to 100% of funding and it contains built-
in mechanisms to push the funded status into the corridor and keep it there, it
also aveids the litigation risks inherent in PERA’s original proposal. { hope that my
alternative plan will be found to be of great merit.
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A pitch to save a pension
We've obtained a letter sent out fo all Denver Public Schools employees from the
administration about the district's pension woes and the plan to fix if.
For background, { offer the following:
A Jung 25 story that outlines the problem and how the district got there
AJune 27 column about one element of the problem, an $80 million actuarial error
A Sept 26 article on this proposed solition
We are unable to replicate the charts and graphs the DPS administration included. I've
helpfully inserted ‘chart omitied’ so they don't see loaney by referring fo dotted grange
lines you can't see.
fetter:
November 4, 2007
Dear Colleague:

We wanted to write you teday on a widely misunderstaod subject but one of significant
importance to you and DPS: cur pension system. We know that the mention of the
word "pension” may cause some of you to immediaiely press the delete key on this
emait. Given the enormous impact our pension situation has on everything we do, we
ask that you please bear with us and we will try to make this as straightforward as
possible. There is no urgent news in this letter, so if you are swamped piease put it
aside untit you have some fime to review i

Recently, the DPS Schoot Board mat with representatives of the DPS Retirement
System (DPSRS), and we wanted fo update you on that meeting. In the meeting, we
distussed a set of proposals that would fully fund our pension this year (i.e., fund the
pension at 100%) and alfow DPS to put an additional $12-18 million per year into the
classroom over the next decade. Successiul execution of these proposals would be
very good news for our employees, our retirees and our students,

Where do things stand today?

As many of you know, our pension related costs have grown considerably over the
past several years. The first chart below details the increases over the last five years
in our pension and refires-related costs {(which include retiree heatth care). The $90
million: that we are paying this year represents almost 20%, $1 out of every $5, of the
$480 mrdlfion in general fund money avaifable to DPS this year.

{chast omitted)

‘This $50 milfion is far greater on a propartional basis than the money paid by any other
school district in the state, ail of which belong to PERA, the state retirement system,
As the second chart demonsirates, we are paying over $1,300 per student towards our
pension and retiree obligations. This is nearly two and a half times that of other schoo!
districts, which pay roughly $500 per student into PERA.

{chart omitted)

As a result of thess vastly higher pension-related expenses, DPS pays roughly 27
cenfs on every dollar of salaries towards pension and retirge-related expenses. All
other districts, by contrast, pay approximately 12 cents on every dollar of salaties. On
an annual basis, this difference adds up to roughly $50 million a year in added
expenses for DPS. In other words, if we paid the same for retiree-related costs as
other school districts in the state, we would have $50 million more a year to spend on
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lowenng class SIZes, Ncreasing salanes, aeveloping new programs, improving
benefits, renovating facilities, ete.

Why is our situation so much worse than other districts?

There are three main reasons for why our pension expenses are so much higher than
other districts’ pension expenses. First, we are currently funding our pension at a much
higher tevel than PERA. As the chart below demonstrates, our pension is funded at
88% currently, compared to 74% for PERA. Since our pension has roughly $2 billior in
assets, this additional 14% represents $432 miflion more than the equivalent for
PERA.

{chart cmitted)

Second, PERA, unlike DPS, has seen a significant increase in employees in recent
decades. As a result of this growth in employees, PERA today has a ratio of
approximately 2.5 active employees for every retiree, which is more than twice what
DPS has. in a situation where the pension is underfunded, a much fower ratic of active
employees to retirses means a much higher payment burden or "tax” falls on DPS as
the employer for each active employes, in order fo keep cument with ongoing pension
liabilities and make up for past underfunding. This burden can be seen in the fact,
noted above, that DPS pays 27 cents on every dollar of salary towards pension and
retiree-related expenses, compared fo raughly 12 cents on every dollar paid by other
school districts in the state. (Please note that the employee contribution of 8% is the
sama for employees in DPS and PERA systems; it is the employer who makes up the
difference.)

Third, DPS, like PERA and many other pension sysfems, underfunded the pension in
the past (as recently as 10 years ago, our pension was funded at only 77%) but
continued to promise generous benefits, including a significant benefit increase in
2001 right as the stock market began a sharp decline.

Please know that the performance of the DPS Retirement System (DPSRS) is not in
any way the cause of these problems. To the contrary, DPSRS has performed
exceliently, sarning returns on the funds in the pension at a level in excess of many
comparable pansion systems. We would be in worse shape were it not for the superior
performance of DPERS.

What can we do about this situation?

Aithough we are 8 long way from fiing this structural problem aitogether, we do
believe we have found a way to substantially mitigate some of its effects. The
fransaction we are considering is very similar to one that the district executed in the

late nineties.

As some of you will remember, in 1997, after many years of pension underfunding,
DPS faced a $377 million shortfall in the pension. At that time, DPS executed a
transaction known as a Pension Certificate of Participation or "PCOPS,” which is
sifmilar to & lean. in the transaction, DPS essentiatly borrowed $377 million, put that
money direclly into the pension, and committed to pay off the loan over twenty years.

in an independent study tast monti, the outside acluaries for DPSRS conciuded that
the decision to take out the PCOPS financing and contribute the $377 miflion fo the
pension fund has thus far been a very successful one for the pension and for DPS.
During those ten years, the pension fund eamed an annual retum of 10.2% on its
investments, while DPS paid out 7.2% interest on the PCOPS, According fo the
DPSRS actuaries' study, had we not done the PCOPS transaction in 1997, the $90
million DPS is paying this year for pension and retiree obligations would have been
$89 million; and, the pension would have $150 milflion less in assels than it is now
projected to have in 2019 when the PCOPS expires. The actuaries, however, also
cautioned that were DPSRS to experience significantly lower annual returns going
forward than their projected rate of 8.5%, these gains would be lowered or, in & very
bad case, wiped out

Despite the success of the 1297 PCOPS transaction, we again face underfunding in
sur pension. Primarily because of decisions made in 2000 to increase retirement
benefits significantly {(by more than 10% for the average amployee) without a sufficient
increase in contributions, our pension funding has declined from 100% i 1997 to 88%
today. So today, absent significant changes in the pension system, we face the
following choices:

* Do not make annual "catch-up” sontributions to reduce the underfunding but instead
allow our pension funding to decline over time to a lower level, such as that of PERA's.
Note that this decision would save us tens of millions of doliars a year in pension
expenses over at isast the next decade.

* Make up the underfunding in annual payrmenis.

*Take out a new PCOPS "loan,” fully fund the pension, and pay back that financing in
annual payments,

it is our strong belief that the first option, however termpting to some on the surface,
would be the wrang one for us to choase. We have strong economic and moral
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0Dlgaltons 10 OUr &MPpIoYees and resrees 10 Tully TUNG OUT Pension cbligations. Yve are
not going to leave an insoluble mess for future generations at DPS.

Between the second and third oplions, we believe the third option - taking out a new
PCOPS financing - is superior. Given the current low interest rates in the market, a
new PCOPS financing would be significantly less expensive to DPS and much better
for our employees and retirees than the second option of annuai catch-up payments.

Under this third option, we would contribute to the pension the approximately $380
million necessary to fully fund the pension. Fully funding the pension foday would be
temific news for our employees and retirees, and we appreciate the support we have
received thus far for the idea,

if we are able 1o secure favorable interest rates, moreover, a financing transaction
could save the district $12-18 million dollars a year over the next decade. We would
put that money directly into the ¢lassroom.

As noted above, such a transaction has risk, Should the pension fund experience
lower rates of return over time than DPS' borrowing costs, DPS will be worse off for
having executed the financing transaction. Note that such risk is entirely for DPS, not
the pension system, to bear. As the entity responsibie for funding the pension
(regardless of what the pension system's returns are) and as the entity taking out the
financing, DPS - not DPSRS - bears all the risk of market contractions and lower than
prolected rates of retumn. it is important to keep in mind that the success or failure of
the transaction will need to be measured over the 30-year life of the financing and that
years of strong returns in the pension syster showld balance out years of poor returns
over this time frame.

Equally important ta remember is that, despite the many significant benefits of such a
transaction (l.e., fudly funding the pension while enabling the District to put millions of
additional dollars a year into the classroom), even a very successful transaction will
stil feave us with pension costs that are nearly twice the costs on a per student and
per employee basis as all the other school districts in the state. Wa will still be paying
pension expenses of over $30 million a year more than a comparable district in PERA.
Absent & change to our pension structure or significant assistance from the state, this
remains the inescapable consequance of fully funding our pension benefit and having
a low ratio of active employees to retirses.

The transaction we are envisioning would have our pension costs remain basically fiat
in real, inflation-adjusted dollars aver the next 30 years. Our pension costs, therefore,
shoutd remain a refatively constant percentage of our eperating budget over this time.
We would not experiance the dramatic $40 million decline in annual payments that we
are now projected to receive in 2019 when the PCOPS expires, but would have a
flatier curve over fime. The chart below illustrates our real, inflation adjusted costs as
they exist today (solid blue fine} and what they might look like under a pension
financing fransaction (dotted orange line).

{chart omitted)

We look forward fo continuing our discussions with you as we continue to explore our
options in the coming months.

Finally, as we discuss our pension in the months to come, 1 would also ask that we all
keep in mind that the ulimate health of our pensions and refirement system lies not
with confusing numbers or charts ar financing schemes but with the health ofthe
District ifself, There is nothing we can do to better guarantee our future pensions than
to work together, increase our enrcliment, increase our revenue, and increase our
nurnber of active employees.

If you have gotten this far in the letter, thank you very much! We wilt stay in touch on
these important matters.

Sincerely,

Michael F, Bennet Tom Boasberg
Superinfendent Chief Operating Officer

Posted by David Milstead at 10:37 AM | Comments (0)
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LO d
STATUTORY PUBLIC ENTITY
FISCAL IMPACT
Drafting Number: LLS 09-0825 Date: April 13, 2009 q
Prime Sponsor(s): Sen. Sandoval; Spence Bill Status: Senate Finance @f/\ O?,
Rep. Kerr A. Fiscal Analyst: Chris Ward (303-866-5834)
TITLE: CONCERNING THE MERGER OF THE DENVER PUBLIC SCHOOLS RETIREMENT

SYSTEM WITH THE PUBLIC EMPLOYEES' RETIREMENT ASSOCIATION.

l Fiscal Imeact Summal_'x FY 2009-2010 — FY 2010-2011

State Revenue

State Expenditures
FTE Position Change

Effective Date: Certain sections take effect upon signature of the Governor; the remainder takes effect
January 1, 2010, o

Appropriation Summary for FY 2009-2010: None required.

Local Goveent Impact: Se Denver Pubic Schls Impact section 7

Summary of Legislation

This bill merges the assets, Habilities, and obligations of the Denver Public Schools (DPS)
retirement system into the Public Employees' Retirement Association (PERA ) as of J anuary 1,2010.

Background

Under current law, all school districts in Colorado are affiliated with PERA except DPS.
Three bills have been enacted in the past — HB 08-1403, SB 05-171, and SB 03-250 — to facilitate
a merger between the DPS retirement system and PERA, but the deadlines under those bills have
expired. This bill merges the entities, but keeps the funding for each separate . Table 1 shows the
contribution rates for each division under SB 09-282.

Table 1. PERA Contribution Rates Under SB 09-252

Division mplover Rate Employee Rats

State State Troopers: 12.85% 16.00%

All Others: 10.15% 3.00%

School Until December 31, 2012; 10.15% 8.00%

On and After January 1, 2013: 10.55% 8.00%

Il Local Government 10.00% 8.00%

Judicial 13.66% 8.00%
Denver Public Until December 31, 2012: 13.75%
Schools 1,2013; 1415%
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In addition to the employer contribution rates described above, DPS must pay to PERA
amortization equalization disbursements (AED) and supplemental amortization equalization
disbursements (SAED) for DPS members, just like other PERA employers. AED and SAED
contributions are phased in over time and will total 6 percent of payroll by 2013.

Members in the DPS retirement system prior January 1, 2010, would continue to accrue and
receive the benefits dictated by that system; new DPS hires after that date would accrue benefits
under PERA. Within PERA, members may move between divisions, including the existing school
division and the new DPS division, without affecting their retirement benefits. No DPS member
would have their entitlement to retirement benefits involuntarily reduced.

Public Employees' Retirement Association and Denver Public Schools Impact

The bill establishes 2 separate DPS divisions within PER A — one for retirement benefits and
one for health care benefits. It also sets a contribution rate to be paid by DPS and DPS-affiliated
charter schools of 13.75 percent of payroll through December 31,2012, and 14.15 percent of payroll
thereafter. Currently, DPS pays an employer contribution rate of 7.58% of payroll for its retirement
system, plus a variable rate on 3400 million of pension certificates of participation (PCOPS) issued
in April 2008. Under the bill, DPS may offset its required contributions by the amount it pays for
the PCOPS, which could actually reduce its contributions from current projected levels.

It is assumed that the proposed contribution rates were calculated to equalize the funding
ratio of the DPS retirement system and PERA's school division over a 30-year period, but the actual
data and assumptions actually used in developing the rates was unavailable at the time this fiscal note
was completed. To address potential changes over time, the bill requires a review of the funding
status of the DPS and school divisions in 2015 and each 5 years thereafter. Based on that review,
the PERA board must recommend to the General Assembly a true-up adjustment to the DPS
employer contribution rate to equalize funded ratios of both the DPS and school divisions. With
it's $400 million in PCOPS, the DPS retirement system currently has a higher funded ratio than
PERA's school division. But, the bill sets DPS contribution rates 3.60 percent higher than the rates
for employers in PERA’s school division, largely to compensate for the DPS offset attributable to
PCOPS payments.

As noted above, the employer contribution rates set forth in SB 09-282 were presumably
developed based on assumptions and estimates that may change over time. The following factors,
when compared to the estimates used in developing the employer contribution rates set forth in
SB 09-282, will affect the true-up calculation in 2015:

=  actual payroll for DPS members;

*  actual experience in terms of retirements and life expectancy of DPS members;
*  actual DPS payments for PCOPS; and

»  contributions to the DPS Health Care Trust Fund.

In addition, the bill will increase PERA's administrative costs, but any such increase will be
paid through administrative charges to the DPS division.

Departments Contacted

Education Public Employees Retirement Association
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Remember when your math teacher told you to go back and double- check your werk? There are a lot
of math teachers ralying an a Denver Public Schools pension who wish they'd had a chance to say that
to the paopla in charge of their retirement.

Wi told you in Monday's paper how the DPS pension has gone from being fully funded to neary $400
million In the hole through a combination of poor investment returns, higher benefits and underfunding.

Fart of the woeful tale is an $80 millon mistake rmads in 2000, estimating the cost of a banafit boost.
The error wiped out the remaining investrmant gains of the boom years and deplated a key reserve -
right befora the magic "two-for™ of mariet declines and funding shorifalis.

This is where I'd normually talf you exactly what kappened. But an attempt fo sort through the mess
seven years later laaves us a litle short of a full explanation.

When the DPS retirement system first bagan crafting its banefit increases in 1899, # asked Towars
Parrin, then its actuariat firm, to astimate the price of an improvement in the cost-ofliving adjustment for
retirees’ pensions.

The pension plan then made a routine switch to Watson Wyatt to de its actuarial work. It asked Watson
Wyatt te price the other parts of the banefits paskage but declined to pay for a second apinlon on the
COLA change.

The overali gstimata of $200 million, drawn from the two firms' work, was presented to the pension plan
and DPS boards, approved and put into place as of Jan. 1, 2001.

When Watson Wyalt used the formal benefit plan document and ran the numbats thet spring, a pricing
problem tumed up: The COLA change would cost $164 mitlion, $830 million more than Towers Permin
had estimatad.

Reaction ranged from “very, very upset,” says cumrent pension board chairwoman Kay Speer, to “livid,”
says Les Woadward, DPS board prasident at the time.

Watson Wyatt was told by Towars Pemin that the diference was a result of miscommunication between
the DPS pension system and Towers Perrin regarding the original pricing, safid Gens Wickes, the global
directar of Watson Wyalt's benefits consuliting group and the consuftant wira worked with the pension
system at the time.

Judy Shimono, the assistant executive director of the pension: plan, says it's har understanding that
Towears Pettin told them & had comectly priced the COLA change based on its understanding of &, but
that differed from the COLA changes that ware propased and madts It into the plan.

Towers Perrin spokesrman Joe Conway daclined to comment, citing firm policy against discussing client
mafters.

The boards of the pansion plan and school district discussed possible legal action {although no one can
specifically recall who would've baen sued). But they decided to fix the problam, rather than assign
biame.

Four options wara considered, with two invelving slightly higher annual costs to DPS and ancther calling
for partially rofling back the cost-of-living adjustment.

The cholca, however, was to emply a resarve account that had been set aside for future banefit
increases and also to zliocats all of the plan's investment surplus. Valma Roso, DPS' chist finanda)
officer, recalls briafing DPS board membears individually and never bringing up the emor in a public
meeling.

By the end of 2001, with the market's poor retums, the pension was underf:}nded again.

“I's prefly hard to go back and undo something that's bean promised and somsthing thet would get us
closet to the geal we had of making our banefits comparable to PERA," said Rose, recalling the
decision.

indaed, there was graat desire to keep up with Colorade Public Employees Retirement Association, the
statewide pension system that serves all teachers cutside of Denver, DPS teacher recruitment would
suffar if the district coukin't offer retirement benefits comparabla to what the suburban schools could
offer.

PERA had lad the way in boosting its bensfits a5 soon as the boomtima wmarket fetums reversed yaars
of undarfunding. DPS felt it had no cheice but to follow suft.

And now both plans are undorfunded again, thanks to the 2000-02 crash znd the fadure of the workers'

omnlavarg in arfornataiy ranlanich the nlanc
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MANAGEMENT'S DISCUSSION AND ANALYSIS
{In Thousands of Doflars)

Average Monthly Benefit by Division (In Actual Dollars)*

YEAR STATE DIVISION SCHOOL DIVISION LOCAL GOVERNMENT DIVISION JUDICIAL DIVISION
2004 $2,306 $2.286 $2,097 $3,177
2005 2,486 2,427 2,300 3,544
2006 2,570 2,523 2,3% 3,672
2007 2,697 2,636 2,339 3,925
2008 2,820 2,740 2,692 4,134

! Colorado PERA is 2 substitute for Social Security for most of the public employees that earn service and receive a benefit.

Actuarial Summary

The December 31, 2008, actuarial valuation was prepared by Cavanaugh Macdonald Consulting, L1.C. Actuarial valuations, based on a set of
assumptions, examine 2 fund’s assets as compared to liabilities, compare past and future trends, and determine the annual required
contribution rates required of cach employer in order to pay current and future benefits and compares it to the statutory contribution rate.
Actuarial assumptions are studied at least every five years and are set by the Board. All major actuarial assumptions for 2008 remained
unchanged. The Board will initiate an actuarial experience study in 2009 and will review all assumptions as part of thar process, For more
information on the annual valuations, see Note 10 on funded status and actuarial information on page 59, the Required Supplementary
Information and the accompanying notes on pages 63-68, and the Actuarial Section of the CAFR on pages 90-108.

Actuarial Statistics—As of December 31, 2008, the Funding Ratio, the Unfunded Actarial Accrued Liabilities (UAAL), and the
amortization periods with current funding for each trust fund are shown in the table below, which is based on GASB parameters and does
not fully consider future contribution rate increases nor the impact of reduced benefits for those hired in the future as provided for in

Colorado law.

FUNDING ARG AMORTIZATION PERIOD
TRUST FUND RATIO UAAL ARG AMORTIZATION PERIOD WITH CURRENT FUNDING
State Division 67.9% $6,584 297 20.16% 30 Years Infinite
School Division 70.1% 9,266,873 18.75% 30 years Infinite
Local Government Division 76.4% 904,787 12.31% 30 Years 29Years
Judicial Division 80.2% 57,091 19.87% 30 Years Infnite
Total Defined Bencfit Plans 16,813,043
Health Care 18.7% 1,112,657 1.12% 30 Years 39 Yeurs
Total $17,925,705

For calculation of the annual required contribution ratc, the amortization period used is 30 years as required by GASB. The amortization
period is the number of years it will take to pay off the unfunded actuarial accrued Hability, given the current funding and benefits, for cach
division based on a set of assumptions. If the amortization period is infinite, it means that based on the current funding and benefits, the
unfunded actuarial accrued liability cannot be paid off if we were to meet all of our assumptions. See the Required Supplementary
Information and the accompanying notes on pages 63-68 for additional informarion.

The table beluw shows the amortization periods adjusted to include the additional contributions that are a resalt of the 2004 legislation
which established the Amortization Equalization Disbursement (AED), and the 2006 legislation, which established the Supplemental
Amortization Equalization Disbursement (SAED). For more information on the future impact of the 2004 and 2006 legislation, refer to
Note 12 of the Financial Sesterments on page 61,

Based on the December 31, 2008, valuation, the amortzation periods for each fund are shown below and include all fature estimated AED
and SAED contributions.

AMORTIZATION PERIOD
WITH FUTURE
TRUST FUND AED AND SAED INCREASES
State Division Infinite
School Division 75 Years
Local Government Division 19¥Years
Judicial Division 48 Years
Health Care 39Years
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MANAGEMENT'S DISCUSSION AND ANALYSIS
finThousands of Dollars}

The amortization periods with AED and SAED do not include the fill effect of the 2006 legisation. The legislation includes plan changes
that will lower the normal cast for future new hires and will allow more of the employers concribution to be used to amortize past service
costs carncd. The future AED and SAED have not been taken into consideration in the caleulation of the Annual Required Contribution as
defined in GASB Statement 25 or in the amortization period based on the current year funding,

Title 24, Article 51, Section 211 of the Colorado Revised Statutes (C.R.S.) states that the amortization petiod of 30 years shall be deemed
actuarially sound. At the end of 2008, given the current contribution rates, all fands except for the Tocal Government Division exceeded the

30-year amortization period.

As staced by Cavanaugh Macdonald Consulting, LLC, in the Report of the Independent Actuary on pages 90-92:
“Colorado PERA has a funded ratio of 69% based on the Actuarial Value of Assets. The fanded ratio on the Market Value of Assets is
tower, at 52%. Current contribution levels are sufficient to finance the promised benefits for the Local Government Division under
GASB Nos. 25 and 27. Recent contribution changes under SB 06-235 are expected to stabilize the funding levels of the Judicial
Division by attaining a 30-year amortization period within the projected 2ctuarial period of 30 years. In addition, the recent
contribution changes combined with the benefit changes of SB 06-235 are expected to improve the funded status of the State and
School Divisions. However, if additional gains do not marerialize in the future, increases in contributions and/or benefit reductions
may be necessary to fand the State and School Divisions”

At the end of 2008, the Board requested an actmarial analysis of the impact of different possible benefit and conribution changes, which will
be considered during the 2010 legislative session so a3 to achieve long-term sustainability for the trust funds. During 2009, the Board has
initiated an actuarial cxperience study, an actuarial audit, and an assct/Hability study to assist in determining the best course of action for the
various funds. Colorado PERA believes it is in the best interest of both its members and the State’s taxpayers to work toward proposing
legislation ia the 2010 legistative session to address the dramatic decline in the financial matkets and economy and the resulting decline in the
Colorado PTRA investment portfolio. In the long run, since contributions and investment mcome must equal benefits and expenses, changes
in all four of these categories will be carefully considered. The comprehensive proposal for legislative action in 2010 will be based on thotough
calculacions and a complete picture of how the various possible changes will impact Colorado PERA’s finded status and its members,

Sensitivity of Actuarial Valuation to Changes in Assumed Investment Rate of Return and Discount Rate

The most important long~run driver of a pension plan is investment income, which can contribute as much as 80 percent or more of the
total inflows into a pension plan over its life, Over the last 25 years, invesiment income at Colorado PRRA represented 58 percent of the
inflows into the plans. Currently the investment rate of return and discount rate assumption is 8.5 percent. The investment return assumption
(discount rate), 4s required by GASB, should be based on an estimated long-term investment yield for the plan, with consideration given to
the narure and mix of current and expected plan investments and the basis used to determine the actuarial value of assets, To understand the
importance of the investment rate of return, which is used to disconnt the actaarial liabilities of Colorado PERA, a one-half percent
fluctuation in the investment rate of roturn and discount rate would change the fanding ratio, UAAL, and AR C (for contributions for fiscal
year ended December 31, 2010) as follows:

Investment return assumption (discount rate) equal to 8.0 percent,

TRUST FUND FUNDING RATIO UAAL ARC

State Division 64.0% $7.817,959 23.35%

School Division 66.0% 11,193,061 22.14%

Local Govermnent Division 71.6% 1,164,438 15.16%

Judical Division 75.9% 73,205 23.35%
Total Defined Benefit Plans 20,248,673

Health Care 17.9% 1,173,464 1.15%
Total $21,422 137

Current investment return assumption (discount rate) equal to 8.5 percent.

TRUST FUND FUNDING RATIO UAAL ARG

State Division 67.9% $6,584,297 20.16%

School Division 70.1% 9,266,873 18.75%

Local Government Division 76.4% 964,787 12.31%

Judicial Division 80.2% 57,091 19.87%
‘Total Defined Benefit Plans 16,813,048

Health Care 18.7% 1,112,657 1.12%
Total $17,925,705

COLORADC PUBLIC EMPLOYEES' RETIREMENT ARSGCIATION ﬁ 29
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NOTESTOTHE FINANCIAL STATEMENTS

{In Thousands of Dollars)

» Allows the DPS to subtract the amount of principal and interest payments in any year on its Pension Certificates of Participation notes from
the employer contributions owed in any year except to the extent necessary to pay the contributions to the Health Care Trust Fund and the
Anmual Reserve Fand unti! the DPS Division’s ratio of unfunded actuarial accrued labilities to payroll equals the School Division's.

» Determines how purchasing service credit, interest credit, distributions, refunds, cost~of-living increases, benefits and other adminiscrative
mcasurcs shall be calenlated and deternuined.

= Creates poreability of member benefits between the DPS Division and the other Colorado PERA Divisions.

Additional information on this bill may be found online at http://wwwileg.state.co.us.

The DPSRS’ Board of Trustees has the exclusive authority to invest and manage the assets of DPSRS, pay benefits, and otherwise administer
DPSRS until January 1, 2010.To view the Comprehensive Annnal Finandal Report for DPSRS, go to their Web site at http://www.dpsts.org.

Senate Bill 09-66: Consolidation of State Defined Contribation Plans Under PERA

Signed by Governor Ritter on March 31, 2009, chis bill transfers the administration of the State of Colorado’s Public Officials’ and
Employees’ Defined Contribution plan and State of Colorado’s 457 plan to Colorado PERA on July 1, 2009, The major provisions of this
bill include the following:

» Cerain employees of the State Division who are new hires would have a choice between the Colorado PERA Defined Benefic Plan and
the Colorado PERA Defined Contribution Plan.

» Members of the current State Defined Contribution Plan would retain their current vesting schedule on employer contributions. Going
forward, all new Calorado PERA Defined Contribution participants would be subject to the Colorado PERA vesting schedule and provisions.

» Allows certain elected officials and their employees who were eligible to participate in the State’s Defined Contribution Plan prior to
January 1, 2006, to elect to change between Colorado PERA’s Defined Contribution Plan and Colorado PERA’s Defined Benefit Plan
during the annual open enrollment period.

» Colorado PERA becomes the administrator of the State’s 457 Plan,
Additional information on this bill may be found online at http:/ /www.leg.state.co.us.

Senate Bill 09-157: University of Colorado Retirement Plan Eligibility PERA

Signed by Governor Ritter on April 20, 2009, this bill clarifies the retirement plan choices for certain employees of the University of
Colorade. It would dllow new employees who are members of Colorado PERA to choose to continue their Colorado PERA membership
or join the University’s Defined Contribution Plan. This choice would be irrevocable. New employees who do not actively make 4 choice
and have a Colorado PERA account would be placed into the Colorado PERA plan.

Senate Bill 09-56: Trinidad State Nursing Home .

Signed by Governor Ritter on April 22, 2009, this bill would permit the Execucive Director of the Colorado Department of Hurman
Services to transfer the Trinidad State Nursing Home 10 2 nonprofit corporation after a feasibility study and if certain condivions are met. If
transferred, it allows current Colorado PERA members who are employees of the mursing home to continue earning Colorado PERA
service credit given the Colorado PER A Board’s approval. Employees hired after the transfer would not be covered by Colorado PERA. In
addition, the bill applies the same provisions to any sinmilar ransfer, sale or lease of any other state nursing home.

During the 2006 legislative session, a bill that inmpacted Colorsdo PERA was passed by the Legislature and signed into law by Governor

Owens on May 25, 2006. The features of the bill that will be implemented in future years that conld potentially impact the financial
statements to the greatest extent are listed below:

Senate Bill 06-235: Concerning Public Employees’ Retirement Benefit Plans

The addition of a Supplemental Amortization Equalization Disbursement (SAED) that began January 1, 2008, at 0.5 percent of covered
salary and will incrcase by 0.5 percent per year until an additional 3 percent is imploamented. The SAED will be discontinued when cach
Division Trust Fund reaches 100 percent finding. The SAED is noted in the statute as foregone compensation increases from employees.
The General Assembly must contract for an independent actuarial study before any future benefit enhancernents can occur.

During the 2004 legislative session, a bill that impacted Colorado PERA was passed by the Legislature and signed into law by Governor
Owens on June 4, 2004. The feacares of the bill that will be implemented in future years that could potentially impact the financial
statcmments to the greatest extent arc listed below:
Senate Bl ¢4-257: Public Employee Retirement Plans
This bill will provide additional employer funding for Colorado PERA and will expand the defined contribution plan option beyond
elected officials to new hire State government employees. Major provisions of this bill that will be implemented after the year ended
December 31, 2003, include the following;

s An“Amortizarion Equalization Disbursement” (AED) will be established and will require each Colorado PERA employer to pay 0.5
percent of salary to Colorado PERA, beginning January 1, 2006, increasing by 0.3 percent of salary in 2007 and by 0.4 percent of
salary each subsequent year, reaching a maximum of 3 percent of salary in 2012 and thereafter. This payment will be used to help
amortize Colorado PERA’s unfunded Hability. If Colorado PERA reaches 100 percent funded status, the AED will be repealed.

» The School employer contribution rate to Celorade PERA will increase by 0.4 percent of salary, beginning January 1, 2013,

o OLORADO PUBLIC EMPLOYEES’ RETIREMENT ASSOGCIATION J /




NOTESTO THE FINANCIAL STATEMENTS

{In Thausands of Doflars)

Note 11—Sensitivity of Actuarial Valuation to Changes in Assumed Investment Rate of Return and Discount Rate

The most important long-run driver of a pension plan is investment income, which can contribate as much as 80 percent or more of the
total inflows into a pension plan over its life, The investment return assumption {discount rate), as required by GASB, should be based on an
estimated long-term investment yicld for the plan, with consideration given to the nature and mix of current and cxpected plan invesanents
and the basis used to determine the actuarial value of assets. To illustrate the importance of the investment tate of return, which is used to
discount the actuarial lisbilitics of Colarado PERA, the funding ratio, UAAL, and ARC (for contributions for fiscal year ended Decentber
31, 2010) are shown below az 8.0 percent (a one-half percent decrease), at 8.5 percent (the current assumption}, and at 9.0 percent {2 one-
half percent increasc):

ONE-HALF CURRENT ONE-HALF

PERCENT DECREASE ASSUMPTION PERCENT INCREASE
FUNDING RATIO 8.0 PERCENT 8.5 PERCENT 9.0 PERCENT
State Division Trust Fund 64.0% 67.9% 71.5%
School Division Trust Fund 66.0% 79.1% 73.9%
Local Government Division Trust Fund 71.6% 76.4% 80.7%
Judicial Division Trust Fand 75.9% 80.2% 84.3%
Health Care Trust Fund 17.9% 18.7% 19.5%
UNFUNDED ACGRUED ACTUARIAL LIABILITY
State Division Trust Fund $7,817,969 $6,584,297 $5,554,682
Schoot Tivision Trast Fund 11,193,061 9,266,873 7,675,234
Local Government Division Trust Fund 1,164 438 904,787 700,340
Judicial Division Trust Pand 73,205 57,091 43,077
Health Care Trost Fund 1,173,464 1,112,657 1,056,264
ANNUAL REQUIRED CONTRIBUTION
State Division Trust Fund 23.33% 20.16% 17.25%
School Division Trust Fund 22.14% 18.75% 15.78%
T.ocal Government Division Trust Fund 15.16% 12.31% 9.87%
Judicial Division Trust Fund 23.33% 19.87% 16.34%
Health Care Trust Fund 1.15% 1.12% 1.11%

Note 12--Subsequent Events

Legislation Imipacting Future Years
During the 2009 legislative session, several bills that impacted Colorado PERA were passed by the Legislature and were signed into law:
Below are listed a summary of the hills that could potentially impact the financial statements to the greatest extent:

Senate Bill 09-282: The Denver Public Schools Retirement System/PERA Merger

The Colorado PERA Board of Trustecs, at their April 13, 2009, Board meeting, approved the following motion after reviewing Scmate Bill
09-282:“The Board recognizes the valuable provisions of Senate Bill 09-282 relating to statewide portability for all educators and suppore
personnel, expanded investment diversification, efficiencies in administration, imptoved opportunities for health care coverage, and the
scparatc division approach that climinates the risk of subsidy berween the divisions. At the same time, the Board recognizes the authority of
the General Assembly co establish contribucion rates and notes chat the fimding pravisions contained in the legidlation for the Denver Public
Schools Division are inadequate and will lead to the actuarial deterioration of the funded status of the Division, ultimately requiting
substantially increased conuributions to provide for the retirement security of the members and beneficiaries of the Denver Pahlic Schools
Duvision. The Board also states that upon the passage of Senate Bill 09-282 that the Colorado PER A Board and staff will implement the bills
provisions in a prudent, productive, and professional fashion. Accordingly, the Board of Trustees endorses all aspects of the bill, with the
exception of the funding provisions, which the Board opposes”

Senate Bill 09-282 was passed by the Uegislature and signed by Governor Ritrer on May 21, 2009, this hill mandates che merging of the Denver
Public Schools Retirement System (DPSRS) and the Denver Public Schools Retiree Health Care Plan into Colorado PERA on January 1,
2010.The major provisions of the bill include the following:

= Creates the Denver Public Schools (DPS) Division as a separate division within Colorado PERA containing all of the assets and Liabilities

of the DPSRS,

= Creates a separate health care trust fund for DPS and allows DPS retirees to participate in PER ACare.

= Appoints a non-voting ex officio Board member from the DPS Division to serve on the Colorado PERA Board as of the effective date
of the bill,
Repeals the Statutory provisions regarding previous merger attempts hetween Colorado PLR.A and DPSRS.

Sets the employer contribution rate for the DPS Division at 13.73 percent from Jamary 1, 2010, to December 31, 2012, and at 14.15
petcent from January 1, 2013, and thereafter, Requires DPS Division employers to conwibute the AED and SAED.
= Sets the member contribution rate for the DPS Division at 8.00 percent.

+ Beginning January 1, 2013, and every fifth year thereafter, a truc-up will be calculated to determine whether the DPS employer rate must
he adjusted to assure the equalization of the DPS Division’s ratio of unfunded actuarial accrued habilicy over payroll to the Colorado

PERA School Division’s ratio of unfunded actuarial accrued Liability over payroll at the end of the 30-year period.
COLORABD PUBLIC EMPLOYEES' BETIREMENT ASSOC!ATIO?@




State Contributions

An article in the March 1 Denver Post reported

that the State is going to reduce employer
contributions to PERA beginning with the March
payroll. The article was not entirely accurate.

Representatives of the Joint Budget Committee and the Governor's
Office of State Planning and Budget have been working on the
State's budget “crisis” for some time. In mid-February, they
approached PERA staff and indicated that they were looking at
suspending State employer contributions to PERA over the next
four months.

The Board discussed this development at a special meeting on
February 20 and directed its staff to work with the Committee and
Office of State Planning and Budget to minimize the impact of any
action that might ultimately be proposed by the Joint Budget
Committee. Specifically, the Board directed its staff to work to:

@ Limit any reduction in State employer contributions
@ Seek early repayment of the deferred amount with interest

@ [Cnsure that the State employer contribution rate return to the
required level on July 1, 2002

@ Stop further consideration of HB 1184 this legislative session

PERA staff have followed the Board's directives in several
subsequent meetings with staff of the Joint Budget Committee and
Governor's Office of State Planning and Budget.

If the process moves forward, the Joint Budget Committee will
consider legislation to implement its proposed budget cuts or
adjustments. As of March 7, no such legislation has been proposed.
Before any such cuts or adjustments could take effect, the
legislation would have to pass both the House and Senate and be
signed by the Governor,

The Board's top priority is to maintain the financial integrity of the
PERA fund for the exclusive benefit of PERA members. The Board
regrets that the State's budget “crisis” may cause the State to defer
a portion of its required contributions. The Board will continue its
efforts to minimize the impact of any deferral of contributions.

The PERA retirement fund is actuarially sound, and assets are
adequate to pay guaranteed benefits each month for life. Laws for
“gainsharing” passed in 1999 and 2000 provide that PERA's good
financial results will benefit members, benefit recipients, and
employers fairly. That is why it is important for any deferral of
employer contributions to be repaid with interest. @®
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Benefits Increase in March

Most retirees will see a 3.5 percent increase in
their March 29 benefit payments. The automatic
3.5 percent increase was enacted as part of
legislation passed in 2000, which no longer tied
PERA benefit increases to the consumer price
index or inflation rate.

PERA's 3.5 percent benefit increase continues to
be one of the highest post-retirement adjustments
provided by any public retirement system.

Members who retired during 2001 will receive a
prorated annual increase, which is a proportional
amount of the 3.5 percent increase, as listed below.
(January and February 2001 retirees receive one or’
two additional month’s increase in March 2002 to”
bring them current to the March cycle)

January: ... 4.1%
February: .ceeresneanns 3.8%
March e 3.5%
7211 ] L 3.2%
MaY: .o 2.9%
JURE! et crrmennsecnrn 2.6%
JUly: s 2.3%
AUGUSE: oo reereesereresssenensins 2.0%
September: .....reevessreercaes 1.8%
October: .. cecccereeecccceeene 1.5%
November: .....vneeeeene.. 1.2%
December: ..., 0.9%

Qulck Fact . About PERA and Enron

Standard & Poor 5 report:s that publtc pensmn
ﬁmds lost $1 5 b:llmn thtou wh investments i in.
" Enron, less than seven one urzdredths cy”
1 percent:( 0.07%) of $2.3 trillion in total ﬁmd
- assets. Colorado PERA Jost $9 million, about =~
of 1 reent (0. 03‘?) qf =
our $275 btllzan porg‘olw y in mind that -
- PERA miade over $20 million in Enmn 7
* investments, net of this $9 2
" the 1990s. This demonst

tes the diversity and -
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Thinking Of Retiring? Consider Your Options.

IST&\?*
www.soctalsecunty.gov
VWhat You Need To Consider
As you approach the age when you can receive Social increase because of the special credits you will receive for
Security retirement benefits, you have options to consider delaying your retirement. This increased benefit could be
and decisions to make. Before making your retivement important to you later in your life, It also could increase
decision, we hope you will consider all the options. the future benefit amounts your fanru!y and survivors
L There are important questions you need to ask youtrself. could receive.
. At what age do you want fo begin receiving benefits? Do Each person's retirement situation is different. It depends
- you want to stop working and receive benefits? Do you want on circumstances such as health, financial needs and
L to work and receive benefits at the same time? Or do you obligations, family responsibilities, amount of income
{ want to work beyond your full retirement age and delay from work and other sources, It also may depend on the
. receiving benefits? amount of your Social Security benefit.
' When you continue working beyond full retiremment We hope the following information will help you make
age, your beneﬁt may increase because of your additionat your retirement decision.
eamnings. If you delay receiving benefits, your benefit will
o About The Options
Reﬁring At Full Retivement Age—To retire, between 62 and full retirement age. However, your
you must have earned 40 credits. See the table benefits will be permanently reduced based on the
. below to determine your full retirement age. number of months you receive benefits before you reach
" " full retirement age. If you retire before your full
- :
{ Year of birth - Full retirement age retirement age of 65, your benefits will be reduced:
_ 1937 (or earlier) 65 20 t age 62
L - 1938 - 65 and 2 months percent a‘t atge %3
) .
. 1939 65 and 4 monihs 13% percen a age ;or
‘ 1940 65 and 6 months 67 percent at age 64. o
' 1941 65 and 8 months Ifyour full retirement age is 66, they will be reduced:
\ 1942 65and 10 months 25 percent at age 62;
(. 1943-1954 66 20 percent at age 63;
1955 66 and 2 months 134 percent at age 64; or
o 1956 66 and 4 months 62 percent at age 65. 7
- 1957 66 and 6 months Receiving Retirement Benefits While You Work—You
- 1958 66 and 8 months R benef 4t coul
1950 66 and 10 months can work while recéiving monthly. enefits. And it could
L 1960 67 mean a higher benefit that can be important to you later
. *Refer to the previous year if you were born on Jan{xafy L n é"’,‘{r h,fe ani(:ﬁ;:;ease ,th: future benefits your family
\ Retiring Early—If you've earned 40 credits, you can start andsurvivors recene.

receiving Social Security benefits at 62 or at any month

———
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; We'll review your record each year to see whether the -

additional earnings will increase your monthly benefit.

1f there’s an increase, we'll send you a notice of your new
benefit amount, Earnings in or after the month you
teach full retirement age won’t reduce your Social

Security benefits. However, if you receive benefits before

reaching your full retirement age, your benefit amount

will be reduced.

* Inthe year you reach full retitement age, but before -
your birth month, $1 in benefits will be deducted for

each $3 you earn above the annual fimit (§30,720in
2003). For example, if you reach full retivement age in

June 2003 and continue to work, your benefits for

January through May will be reduced $1 foreach $3 *
you earn ahove $30,720. After that, your benefits will . -

not be reduced, no matter how much you earn.
* Inthe years before you reach full retivement age,

$1 in benefits will be deducted for each $2 youearn - N
above the limit ($11,520 in 2003 and rises each year). .
If you lose benefits because of work, your benefit willbe

increased fater to account for the months you didn’t
_ receive a benefif before reaching full retirement age.

Delaying Retirement—You may decide to continue
working beyond your full retirement age without
choosing to receive benefits. If so, your benefit will be
increased by a certain percentage for each month you
don’t receive benefits between your full retirement age
and age 70. This table shows the rate your benefits
increase if you delay retiring.

Year of birth Yearly Increase Rate
1829 - 1930 4.5%
1931 - 1932 5%
1933 - 1934 5.5%
1935- 1936 6%
1937-1938 C 65%
1939 - 1940 - 7%
1941 - 1942 7.5%
19843-or Iater 80

Applying For Social Security Refirement Benefits And
Medicare—It's best to contact Social Security three

- months before the month in which youi want to file for
retirement benefits fo discuss the options that are
available to you. In some cases, your choice of retirement
month could mean additional benefits for you and your

family.

Even if you don't plan to receive benefits because you'll
continue working, you should sign up for Medicare three

. months before reaching age 65 regardless of when you
“". reach full retirement age. Otherwise, your Medicare
- medical insurance (Part B) could be delayed and you could

be charged a higher premitum.

.~ How To Apply For Retirement Benefits—You
. canfile your retirement claim on the Internet at.
. wuww.socialsecurily.gov/planners or by calling

1-800-772-1213 between 7 a.m. and 7 p.m. Monday

through Friday.

Be sure to have these items handy: your Social Security

numbey, birth certificate, W-2 forms or self-employment

tax return for last year, and your bank name and account
number so your benefits can be deposited directly into

. your accotint. You also can ﬁle your claxm at any Soczal
" Secutity office.
.~ Ifyou're deaf or hard of hearmg, call 1-800-325-0778
- between7am. and 7 p M. Monday through Friday to file
7 youir claim,
. Inaddition to the mformatlon hsted above, you
. willneed—
-+ e Your military discharge papers if you had

military service;

e Your spouse’s birth certificate and Social Security .

number and your marriage certificate if he or she s
applying for benefits; and

- .« Proof of U.S. citizenship or lawful alieri status- 1f you

were not born in the U.S,

- " Youwill need to mail or deliver original documents or
.+ - copies that have been certified by the issuing office to a
.-~ Secial Security office. .

""" Need More Information—You also have options for

getting information about Social Security and retirement.

" When you visit our website, wewre.socialsecurify.goy, click
--.. on the Benefits Planners to estimate your Social Security
- - benefits, find answers to frequently asked questions about
..~ Social Security, learn about factors that could affect your
. benefits and much more. And you can get information
. about Social Security by visiting a local Social Secunty
- office or hy calling 1-800-772-1213.

You can print these publications from our website.

. "e Refirement (Publication No. 05-10035);

o How Your Retirement Benefil is Figured
(Publication No. 05-10070); and

"o How Work Affects Your Benefifs _

(Publication No. 05-10069).
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