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October 9, 2023 

 

 

Members of the Pension Review Commission: 

 

In response to questions received during the recent committee meeting, PERA staff has prepared the 

attached information. 

 

Please let us know if any members would like to discuss this information in greater detail. 

 

Thank you, 

 

 

Amy C. McGarrity 

Interim Executive Director/Chief Investment Officer 

 

Michael Steppat 

Public & Government Affairs Manager 
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Investments 

 

1. What percentage of the portfolio is in extractive industries (oil/gas)? 
 
As of 8/31/2023, PERA had just over $1 billion in fossil fuel direct investments ($937 million in 
equities, $98 million in fixed income). This represents approximately 1.7% of the entire portfolio. 
Please note this exposure does not include any private investments.  
 
 

2. What is the calculation behind the $60 million savings in 2022 due to internal 
investment management? 
 
Aon (PERA Board of Trustees’ investment consultant) estimates it would cost $87 million to 
outsource the investments PERA staff manages internally (Global Equity and Fixed Income only). 
Total Internal costs for 2022 were $36 million (all asset classes plus other supporting investment 
divisions). This $36 million number does not match the number in the ACFR as we include 
additional resources allocated to Investments (IT, HR, etc.) that for financial reporting purposes 
are required to be classified as administrative expenses. We assume if we didn’t manage assets 
internally, we would have a 50% staff reduction, so the math works out to: $87-(36*.5) = $68. To 
be conservative and to have less volatility from year to year in the number, we published $60 
million in our materials.  

 
 

3. What is your investment strategy/philosophy for succession planning that 
describes investment decision-making approaches? 
 
PERA works consistently to develop the next generation of leaders within the organization. 
PERA’s leaders focus on enhancing our ability to manage change, including succession planning, 
while also developing a culture of collaboration, continuous learning, and improvement.  
 
Succession Planning for PERA’s Investment Department 
As it relates specifically to our Investment Department, PERA operates with a team-based 
approach, encompassing teams of portfolio managers and analysts, organized by asset class. 
This structure not only mitigates risks from unforeseen personnel changes but also fortifies long-
term consistency across diverse asset classes. 
 
Starting with a coherent understanding and articulation of the long-term objectives and 
philosophies of each asset class, we set the foundation for our succession planning. This stated 
philosophy ensures that potential successors are in sync with PERA's envisioned goals and 
strategy. We have identified key roles, such as portfolio managers, analysts, and traders, pivotal 
to our operational success. Furthermore, we continuously assess our employees' competencies, 
achievements, and potential. In order to nurture the growth of our identified successors, we 
commit to their professional enhancement through structured training, role rotation, and 
immersion in various facets of asset class construction and risk oversight. Refer to the 
subsequent slide for a detailed illustration, using Global Equities as an example. 
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In summary, succession planning at PERA is a continuous process that involves foresight, 
strategic thinking, and a commitment to nurturing and developing talent. This process is essential 
for ensuring the longevity of our investment capabilities and navigating the challenges of the ever-
evolving investment landscape. 
 
 

4. What is the investment expense of Private Equity expressed as a percentage of total 
assets? 
 
For 2022, Private Equity paid $62.582 million in management fees. This represents 1.2% of the 
Private Equity Portfolio or 11 bps of the entire PERA portfolio. PE also paid $73.209 million in 
carried interest during 2022. This represents 1.4% of the Private Equity Portfolio or 13 bps of the 
entire PERA portfolio. The combined $135.791 million represents 2.6% and 24 bps of the Private 
Equity and entire PERA portfolios, respectively. Carried interest represents the share of profits 
paid to external entities (usually general partners) due to investment returns surpassing agreed-
upon thresholds. Amounts will vary, potentially significantly, from year to year depending on the 
timing of sales of the underlying investments and the magnitude of the gains. Amounts are based 
on best available information provided by external entities. Actual results could differ from those 
amounts. 

 
 

5. What is the yield on the Real Estate portfolio? 
 
For 2022, the PERA Real Estate portfolio had a total return of 13.4% which was comprised of 
11.0% appreciation and 2.4% income.  
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Other 

 

6. Can you provide information on the Annual Increase Reserve?   
 
Please see attached letter dated June 20, 2023, from the Board’s actuarial service provider 
(Segal), Re: Public Employees’ Retirement Association of Colorado (PERA) –Tier 2 Annual 
Increase Calculation. This actuarial analysis is performed in late June, annually, to inform PERA 
staff of the official annual increase (AI) rate, effective as of July 1, of that year, applicable for Tier 
2 members (those with a membership date on or after January 1, 2007). In addition to the AI rate, 
the letter communicates the number of benefit recipients, by division, that are eligible to receive 
an AI as well as the amount of dollars to transfer to the retirement reserve within each division 
trust fund, including the appropriate interest adjustment.  
 
 

7. What is PERA’s annual cash flow (additions/deductions)? 
 
As exampled below, this information is easily attainable within the financial statements, specifically 
the “Statements of Changes in Fiduciary Net Position” in the Financial Section of the Annual 
Comprehensive Financial Report (ACFR), page 46 of the 2022 ACFR. 
 
It is worth noting that mature pension plans, such as PERA, are not expected to be “pay-as-you-go” 
systems, but typically operate in negative cash flow environments by design. As exampled by the 
benefit and efficiency of prefunding future anticipated benefit payments, it is the expectation of this 
design that realized investment returns will eventually pay a portion of the benefit payments due.  
 
Directly below is a five-year cash flow summary of the total of the five Division Trust Funds for your 
convenience, to provide a sense of history and trend:  
 
Colorado PERA – Cash Flows (2018 – 2022) 
(Dollars in Thousands) 

 2022 2021 2020 2019 2018 

Contributions $3,987,925 $3,351,077 $2,865,431 $2,863,322 $2,657,462 

Other Additions 11,189 11,642 12,095 10,127 17,680 

  Subtotal $3,999,114 $3,362,719 $2,877,526 $2,873,449 $2,675,142 

      

Total Benefits ($5,153,727) ($4,984,779) ($4,825,842) ($4,708,541) ($4,611,125) 

Refunds and 
Distributions 

 
(201,198) 

 
(184,072) 

 
(148,014) 

 
(161,202) 

 
(168,387) 

Disability and Life 
Ins Premiums 

 
(2,687) 

 
(3,175) 

 
(4,264) 

 
(6,162) 

 
(6,487) 

Administrative 
Expenses 

 
(45,669) 

 
(40,739) 

 
(39,377) 

 
(39,186) 

 
(41,089) 

Other Deductions (19,124) (17,919) (18,241) (15,057) (14,813) 

  Subtotal ($5,422,405) ($5,230,684) ($5,035,738) ($4,930,148) ($4,841,901) 

      

    Net Cash Flow ($1,423,291) ($1,867,965) ($2,158,212) ($2,056,699) ($2,166,759) 
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8. What is the history of PERA’s unfunded actuarial accrued liability? 
Following is a summary of the reconciliation of PERA’s unfunded actuarial accrued liability 
(UAAL) from 2001, the most recent period for which PERA was “100% funded”, through 2022, the 
most recent funding actuarial valuation. The reconciliation identifies all actuarial gains and loss, 
by source (investment, retirement, mortality, contribution deficiencies/excess, etc.), as of each 
actuarial valuation date (December 31, of each year). The reconciliation also identifies other 
gains and losses resulting from non-recurring items, such as changes in plan provisions and 
changes in actuarial assumption and methods.  
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