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» Instrumentality of the State, founded on August 1, 1931
» Hybrid defined benefit retirement plan quahfled under IRC 401(a)
» Substitute for Social Security -
® Members contribute 8.0 percent or more
» Administers:

e Defined benefit plan, including disability and survivor
benefit programs

® One of the country’s largest public 401(k) Plans, 457 Plan,
and DC Choice Plan (combined assets of $3.7 billion)

® Health care, dental, and vision plans for largest coverage
group in the state (89,270 lives)

e Life insurance plan
» Largest pension fund in Colorado
® 24th largest public plan in United States coLomaDo
€D PERA.
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PERA Membership

October 31, 2017

Total: 583,961

I

250,000
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150,000
1 00,000
50,000
0
_ 7 State School Local Gov't Judicial DPS Total
m Benefit Recipients 39,031 63,992 7,277 373 7,035 117,708
m Active Members 58,399 128,489 14,158 331 17,137 218,514
o Inactive Members 80,095 130,876 25,470 16 11,282 247,739
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General Assembly Board of Trustees

Sets benefit and Oversees investments and
contribution structure benefits administration

@D PERA.
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» CliftonLarsenAllen performed the State Auditor’s Office 2016 annual
audit of PERA

¢ No findings or recommendations for best practices or
improvements

® No material weaknesses in internal controls or accounting
policies and practices

» Audited financial statements showed a 7.3 percent investment return
for 2016

® Matching the Board’s policy benchmark

» Total pension fund market value of assets funded ratio:
® 2016 = 56.1 percent
® 2015 =59.9 percent

@ PERA.
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HB 17-1265: PERA Judicial Division Total Employer Contribution

» Sponsors: Rep. Nordberg (R) and Rep. KC Becker (D) with Sen. Priola (R)
and Sen. Kerr (D)

» Purpose: Raises AED and SAED contribution rate caps to 5.0 percent under
phased schedule

» Status: Passed and signed into law

@ PERA.
6



HB 17-1176: PERA Retirees Employed By Rural School Districts

» Sponsors: Rep. J. Becker (R) and Rep. McLachlan (D) with
Sen. Sonnenberg (R)

» Purpose: Authorize PERA retirees receiving a PERA benefit to return to
work in certain positions for designated rural school districts without
restrictions or reductions to the retirement benefit

» Status: Passed, signed into law, and implemented
® Sunsets in July 2023
®  As of November 30, 2017:

» 28 school districts (19 percent of eligible districts) have
designated a critical shortage position

» 55 retirees are participating
® 43 teachers, 12 bus drivers

® Actuarial cost assessment will be provided to the

General Assembly in December of 2020 @ PEBA
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Contrlbutlons Investments Benefiis Paid

$2,436,794 $3,038,026 ($4,752,625)
v —ron e SO0 Nt 200000 e _iaini
Employer — Pension —AED $352,253 Interest $304,683 Health Care Beneflts {$256,410)
:-hEmpl_oyg;_;_ggqgjpn___s,ql_zp__ _ _35_3_4_4_,7_1_7 Dividends ‘ _' _; $5040§1 DlsabllstylLlfe Insurance __-_ _ _is_f_i_,_?_t}s)‘_
Employer — Health Care 587,548 Real Estate/Opportumty Fund/ Refunds ($147.420)
~ Member ___'___ $687,202 : Private Equity $256.216 : Other 3 - ($22,333)“:
Purchased Service $58;152 Securities Lending $10,17f Admlmstratwe Ex;;—a;nse S ($§9568)
; _Beﬁree_!'lgﬂ_li[l_qéje Premiums $144f59 Investment Expense ($1"61:é(]d)“
Other Aditions §24,362 ° 5

$43 690,869 net position as of December 31, 2016
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$43,690,869 net position as of December 31, 2016

*""6’8“{3’!’)‘“’8‘;""5‘5‘;"}“&- (in thousands of dollars; does not include defined contribution plans)

Contributions
$2,129,301

. _Employer Pensmn Regular )

Employer — Pension — AED

_ lémployer - Pensmn SAED
Employer — Health Care
Member o
Purchased Ser\nce

_Retlree Health éafe Premlums i

Other Additions

$632,330
£ §310,234

s525387

$74,341

583,546
$58,795
$136,583
$8,085

$6,008,261

330 © NetChange nFairValue  $5,269,328
Interest $254,610
Dlwdends .735452.?2—8 -
Real Estate/Opportumty Fund/
Private Equity $126,001

© SecuitiesLending  $7782

Investment Expense ($102,188) :

y

Investments

Benefits Paid
($4,129,993)

Pensmn Benef ts ($—?;,f0—2_,_1-31] _

" Health Care Benefits ($234,681)
Dlsablhtylufe lnsurance ($5,408)
- Refunds ($129,392)
- (86,431)
Admlmstratwe Expense ($51,950)

$4"698 438 net position as of October 31,2017

{unaudited, for mternal use only)
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PERA Represents Signifeant

Pertion of Payrell Asress Colorado 5

e

o $6.1 billion economic output o 32,800 jobs statewide

Total Colorado Distributions = $3.8 Billion
§2,049,0008

$184,265,000 $20,397,000

$7,295,000 $1,457,000 $288,725,000
$14,670,000

$2,954,000

$20,611,000

$11,233,000

o 544,969,000
q.\ﬂ‘ IS ,

N .
q?)t@' $16,635,000 $4.950,000

$5,557,000 t)e) A 45,991,000
- $203,636,000 o
g =
g S 2 $377,877.000
25,724,000 $12,954,000 9, g
g/
3

$4.164,000
$126,380,000

§25,554,000

Over 25 percent of Payroll

Payrol |

Lﬂ@;ﬂS@ﬁJ

Less than 10 percent of Payroll

" 51,464,000
$449,975,000 &5.563.000

WP 68,038,000 I $1,280,000
$3,388,000

>
%, 5252082000 -
2800000 TN 202000 AR . |
\, v siasen $HEI0 554000

51,451,000 .5880,000 46,961,000

o

$11,931,000

$32,923,000

510,500,000 [JFRS

ud

$41,532,000
45,765,000 $8,500,000

$17,191,000
$16,278,000 §2,997,000

52,972,000

Annual benefit payments and
percentage of payroll data from
latest County Business Patterns and
U.S. Census Bureau, calculation
from Pacey & McNulty
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$47.6 Billion Market Value

As of 3"""’:,‘; 3‘;’ 2017 » Asset allocation policy
nauaine .
unanimously approved by
Opportunity Board on June 23, 2017
Real Estate E‘gljj » More than 56 percent of
reg OO \ assets managed directly
IxXe ul
Income by PERA staft
21.7%
Cash &
Shc1>rt?:;5erm Global
e _ Equities
Private 57.7%
Equity
7.5%
COLORADO
@D PERA.
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» Approximately $500 million in Colorado
investments which include:
o Equity (both public and private)
of companies headquartered in
Colorado

© Bonds issued by the Colorado
Housing and Finance Authority
and by Colorado companies

© Real estate investments (both _ Equities
direct ownership and pooled 30%
investment capital)

°  $50 million allocated to the Colorado
Mile High Fund for private equity
investments in the state

» All investments must meet the same
rigorous investment criteria

D

COLORADO

PERA.




Investing for Long Term

Annualized investment returns for period

ending December 31, 2016*

16% -

12% A
9.8%

8%

4%

0% -
1-Year 3-Year 5-Year 10-Year 20-Year 25-Year 30-Year 35-Year
* 1-, 3-, 5-, 10-, and 20-year returns are net of fees COLORADO
25-, 30-, and 35-year returns are gross of fees @ PERA.
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All PERA
divisions have
moved into
orange

If the Plan is in the yellow or
orange signal lights, meaning that
it s not on target to be fully funded
by 2055, a corrective action plan
should begin to be developed
and considered.

- PTA Report

@ PERA.
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" Whe s Ghanged®? ;

Adopted New
Mortality Tables

» What happened?

Life expectancy is increasing

and the plan must reflect
those realities

 What’s the impact?
PERA is paying retirement
benefits longer

* |ncreased period to full

funding by 9-20 years,
depending on division

Lowered Investment
Rate of Return

e What happened?
Changed rate of return from
8.0% (SB 1) to 7.5% (2013)
to 7.25%

What’s the impact?

PERA is not expected to
generate as much investment
income as previously projected

2016 change increased
period to full funding by
10-15 years, depending
on division

@ PERA.




‘Current Funding Levels

100%

90%
Local
Government

80%

70%

60%

50%

40%

Funded Ratio %

30%

20%

p—

10% ‘
School

00/0 r T T T T
2017 2022 2027 2032 2037 2042 2047 2052 2057

Year Beginning
—State Division —School Division
—| ocal Government Division —Judicial Division :
—DPS Division | €D PERA.
40-year projection of funded ratio on actuarial asset value based on December 31, 2018, valuation resulls 16



Align Contributions with Benefits

Increase Contributions

- . ok

o

N x s, I% w e S

Modify Benefits

@ PERA.
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3 WHere We Want To Be

190% Judicial

Local
Government

100%

80%
52
kel
g 60% —
g=]
D
=]
C (o}
da 40%
20%
0% L) T T T T
2017 2022 2027 2032 2037 2042 2047 2052 2057
Year Beginning
—State Division —School Division
—Local Government Division —Judicial Division @ s
—DPS Division PERA.
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Redefine PERA-includable salary
from net pay to gross pay

—— e e e e e e P g A i e e e e

| Current Members

\/ Future Members

‘/ Employers

@ PERA.
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Change service credit accrual
standard for part-time work

v Future Members

@ PERA.




- 08| Inerease ConTbUTENS ke

Increase member and working
retiree contribution rates by an
additional 3% of pay

\/ Current Members

@ PERA.




g | Increase Contrfbutions L,
olfectiverantanysly TR .‘

/’

Increase member and working
retiree contribution rates by an
additional 2% of pay for new hires

\/ Future Members

@ PERA.




Inerease Contbutions
Jenuery 1, 2080

Increase employer contribution
rates by an additional 2% of pay

‘/ Employers

@ PERA.




Vecly Beneits

/€ 1, 2020

4 N )
Increase eligibility for full
service retirement to age 65
for most divisions
\/ Future Members

@

COLORADO
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Meehty e nefl‘ts

Changeslelfectiver)

i}‘

a

Increase years in HAS calculation
from 3 years to 5 years

\/ Non-Vested Members

\/ Future Members

@

COLORADO
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Reduce the Annual Increase from
a cap of 2% to a cap of 1.5%

\/ Current Members
\/ Future Members

\/ Current Retirees

e mmran am e = P - - — - [ P

& PERA.
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-

Suspend the Annual Increase
for 2 years

\\

\/ Current Retirees

@D

COLORADOQ

PERA.
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Ieglslatmn [7@ hw_ N

s Change the Annual Increase h
waiting period from

1 year to 3 years

\/ Current Members |

\/ Future Members

@ PERA.
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Reduce risk to employers by
calculating cost at 200 basis points
below assumed rate of return

‘/ Employers

i BERR




Triggered when PERA is
out of alignment with
funding progress .
 Employee Contributions
 Employer Contributions
e Annual Increase | -

@ PERA.
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These changes are not easy

Every stakeholder is impacted
Cost of changes:

17% 28% 95%

from current and
future members

from retirees from employers

Amortization Periods

28 years igvears:l 22 years | 24 years
State School Judicial DPS

Division Division Division Division



APPENDIX
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Process Guiding the Board’s

Recom mendations

OCT 2017 thru
DEC 2017
SEP 2016 thru MAR 2017 thru SEP 2017 thru JAN 2018 thru
JAN 2017 AUG 2017 OCT 2017 MAY 2018
7N\ 7\
© @) ©
|
| |
PERA Board Community Recommendations Action
Assessment Education Developed
and
Discussion: Community
PERAtour Review:
Phase One PERAtour
Phase Two

@D PERA.
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Phase One

| Feb—Mar Apr—May June—Aug Sept
Community Meetings Cl\c;lmTunity
L Planning & ] eetings
g Scheduling Employer Outreach
o |
- Member Organization Presentations
I
'S, Materials Business Community Engagement
- — Development —”
L Policy Maker Briefings
Board Update Board Update Board Update Board Update
Website Telephone Telephone
_S Development Town Hall ' Town Hall
Q
=
- Website Content Updates
k=) Blog Posts
L Live Twitter Updates
Traditional, Digital, Social Advertising




Two Phases of
Community Meetings

» May—-June
» October—November
@ Qcities in phase 1
@ 11 cities in phase 2
» 3,000+ attendees
» Live webcast

» Promoted with Twitter,
paid advertising, and
media articles

@D PERA.
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ﬁ'ﬂ @EHA{E@@L? T.@]@[h]p.ﬂ 'ﬁ@
efancive,

Mailings &
Media

. o — U —

7 1.5M \,/ 3,000
\giect & email | _attendess ,

Community
Meetings

PERAtour.org Telephone
Town Halls

:/ 86,000 \= /_21 ,000 \:

N pageviay_vi J \ participants

533,700
online outbound

submissions calls

civic and
community

iImpressions meetings

@ PERA.




Telephone Town Hall Feedback Cards

" Retirees |
. | m Agree
i - WAgree m Disagree
m Disagree m Neutral
| m Neutral
7% utra
| Members
| ﬁ |
| | |
L || |
| = Agree | Agree
3 ~ mDisagree’ | mDisagree
f g RO | m Neutral |
| = Neutral ; | j
| | |
4 I I
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Telephone Town Hall

Retirees

O Agree m Disagree
m Disagree = Noutal
m Neutral
Members*

0 Agree 0 Agree

' m Disagree
 Novtal m Neutral
m Neutral

* Technical issues during the call may make this
unreliable data 38




Governer's Propesel o

Board’s package slightly modified with these differences:
* No employer contribution rate increase

* Reduce Al to 1.25%

* Increase employee contribution rates by 2% in 2019

Cost of changes:

66%

from current and

23% 11%

from retirees from emplovers
ploy future members

Amortization Periods

9 years | 31 years ) 23 years | 26 years
State . School Judicial DPS

Dlv.|S|on Division Sem .. Division Division




~» Web addresses
©  www.copera.org
© For information about the PERAtour, visit www.peratour.org
» Social media
© PERA on the Issues, www.peraontheissues.com
e The Dime, www.thedimecolorado.com
e Twitter, @ ColoradoPERA and @thedimeCO
» Office locations
® 1301 Pennsylvania Street, Denver
o 1120 West 122nd Avenue, Westminster
e 10457 Park Meadows Dr., Suite 102, Lone Tree
» Phone number
® 1-800-759-PERA (7372)

@D PERA.
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