No, we are unaware of any PERA policies that might be described like this.
PERA benefits are set in law and determined by the General Assembly.

10) Unlike public employee pension plans in many states, Colorado taxpayers are
not supposed to be liable for any shortfalls. In other words, there is no
government safety net to back up the static defined benefit plan if significant
value is lost. However, some legal opinions indicate taxpayers are ultimately
responsible. Does PERA agree that taxpayers are not legally liable for PERA
shortfalls?

PERA is unaware of any Colorado case that has adjudicated this issue and is
not familiar with the legal opinions referred to in the question. The formal
Attorney General dated November 14, 2004 seems to suggest that employers
have a contractual obligation to provide the promised benefits. This opinion
is attached.

11) Does PERA use stochastic modeling to forecast statistical probability ranges
(confidence intervals) for future value of investments?

Yes.

12) Have parametric sensitivity analyses been performed on key planning
assumptions?

Yes.

13) PERA seems to assume a relatively stable long-term investment market with
cyclic fluctuations. If that assumption turns out to be incorrect, what is
PERA’s fiscal projection in the event of a protracted, multi-year, and
possibly global recession?

PERA, like all retirement plans both defined contribution and defined benefit
rely upon investment returns to service future income needs. Projection of
future events is inherently a subjective exercise and without concrete
assumptions we are unable to address this question.

14) Following the precipitous drop in assets in 2008, how does PERA plan to
return to full or sound funding, and will that plan require restructuring?

As stated to the Joint Finance Committee and the Joint Budget Committee,
PERA is awaiting the final financial results for 2008 and the results of the
studies based off of the 2008 financial results to prepare a comprehensive
recommendation for the General Assembly to consider during the 2010




legislative session. In all likelihood, “restructuring” of some nature will be
warranted.

15) Other states have studied alternatives to reform their state pension systems.
Some options include changing from a defined benefit plan to a defined
contribution or 401K plan, increasing retirement ages, increasing member
contributions, changing benefit formulae, and/or freezing cost-of-living
increases. Some of these potential actions would require legislative action.
Has there been an objective study of such issues for application in Colorado?
Would PERA oppose such a study at this time?

Such a study has not been completed yet. As noted above the PERA Board
has commissioned a comprehensive study of the components of the PERA
benefit structure. In 2001 the General Assembly had the State Auditor’s Office
commission an independent and comprehensive study of defined
contribution plans and defined benefit plans along with the effectiveness of
the current retirement plans offered by the state. This study is attached and
the web link is below:

http://www.leg.state.co.us/osa/coauditorl.nsf/U ID/SF3AC8C645174C5087256E3
0007BC1DS8/%file/1409+PERA+Fin+FY+02.pdf?OpenElement

16) If the value of PERA investments continues to decline, at what point will
PERA plan to decrease benefits to its members or to require increased
member contributions?

As mentioned above, the PERA Board is the process of studying the entire
range of benefits as well as the impact of various contribution reforms in
order to make recommendations to the 2010 General Assembly. Ultimately,
only the General Assembly can change benefits or alter contribution rates.

17) How does PERA plan to manage cash savings and investments to minimize
the impact of high inflation? Who holds PERA cash accounts?

PERA has increased its level of cash during the financial crises. In addition to
increasing cash, PERA has also increased its use of highly conservative cash
instruments to ensure adequate liquidity will be available under current
circumstances. As a defined benefit plan, cash is not held in individual
accounts. PERA invests in a commingled short-term investment fund
managed by our custodian, Northern Trust, as well as a separate account
managed by PERA. Cash is held in the overall trust fund as part of a
diversified portfolio. PERA also manages defined contribution plans.
Members of the dc plans can elect short term investments as one of the
investment options available.




PERA is a broadly diversified plan with exposure to many different asset
types. This diversification is intended to allow the plan to perform well over
long time periods. The long time horizon reflects market cycles which
anticipate numerous market environments, including an environment with
higher levels of inflation. Currently, estimates for inflation are low and
economists are increasingly concerned with the prospects for deflation. The
recent government stimulus and spending commitments have the potential to
be inflationary in the future. If this were to occur, PERA would have exposure
to certain assets that would be expected to perform well in a rising
inflationary environment. These assets would include real estate, inflation-
linked bonds and certain sectors of the debt and equity markets. PERA is also
considering adding exposure to commodities, which would also be expected
to perform well if inflation rises.

18) Will PERA attempt to request additional government employer funding?
Considering the state’s inadequate cash funds, inadequate cash reserves, and
the expiration of Referendum C, by what mechanism would the state meet
such a request?

As mentioned previously, the Board of Trustees has commissioned several
studies to help guide its preparation of a comprehensive package of
recommendations for the General Assembly to consider during the 2010
legislative session.

19) Does PERA suggest any changes in the scope of its investment or portfolio
management authority?

Not at this time.

20) What is PERA’s contingency plan to react to the event of a protracted, multi-
year, and possibly global recession?

As mentioned previously, the Board of Trustees has commissioned several
studies to help guide its preparation of a comprehensive package of
recommendations for the General Assembly to consider during the 2010
legislative session.

21) For legal purposes, do members of the PERA Board of Directors have the
status of state employees, or are they considered private citizens? Are all






