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Pension Review Subcommittee 
Recommendations to the 
PERA Board of Trustees
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Board Response to Recommendation #1
Provide more granular benchmark details (e.g. asset classes, allocation, market cap, etc.) against which 

PERA measures its portfolio’s performance.

4

Asset Class Benchmarks

• Selected by the PERA Board as part of the asset/liability study process

- Represent the expected return/risk/market exposure for the asset class 

• Current public market benchmarks:

- Market Portfolio (the broadest possible investable universe) = the most efficient portfolio to own 

o Includes all investment opportunities in a particular market

o Constructed without bias

- Global Equity: MSCI ACWI IMI (net) with USA (gross)

- Fixed Income: Bloomberg U.S. Aggregate Bond Index

- Staff implements portfolios to deliver benchmark performance +/- alpha from active management 

o Sector, country, market capitalization, duration, etc. will generally closely align between asset classes and 

benchmarks 

o Underlying portfolios may use different benchmarks, representing a specific role within the asset class 

construction

• Private market benchmarks:

- Difficult to benchmark as no investable universe exists

- Two most common methods: 

o Opportunity cost – public market Index + premium

➢ PERA Private Equity: MSCI ACWI IMI (net) with USA (gross) + 150bps

o Peer Index

➢ PERA Real Estate: NCREIF ODCE + 50bps

o PERA Alternatives: Combination of both methods depending on underlying strategy



Board Response to Recommendation #2
Making the PERA Board proceedings readily available to the general public via recording.
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• There are numerous enhancements in the procedures related to PERA 

Board proceedings meant to increase transparency and these will be the 

standard practice moving forward, such as: 

- Including a livestream banner posted at the top of the PERA website 

homepage whenever a board meeting is in progress, and 

- Posting recordings of board meetings online, along with the 

presentations and other materials.

• Additionally, PERA is currently reviewing the potential addition of video 

recording equipment in the board room to further enhance the 

recordings.



Board Response to Recommendation #3
Studying the cost of unvested employees who choose to withdraw their money from PERA when they leave employment (i.e., being able 

to withdraw actual returns from all contributions instead of the current 3 percent guaranteed interest, and also what impact that would 

have on PERA’s unfunded liability).
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Actuarial Estimates (additional analysis pending further guidance)

• Estimate assumes/includes
- 8% interest rate (proxy for avg 

future actual investment returns)

- Nonvested, vested and actives

• Estimated results - increases in:
- Funding Periods (see table)

- Actuarial Accrued Liability = $3.3B

- Normal Cost rates by approx. 2.0% 

to 3.0%, per division

Division Trust Fund

Amortization Period
Baseline

(Dec 31, 2023 Valuation)

Amortization Period
Estimated 

(Assuming 8% Crediting Rate)

State 2047 (23 Years)
Below 100% for the next 50 years (85.9% 

at 2074)

School 2051 (27 Years)
Below 100% for the next 50 years (76.4% 

at 2074)

Local Government 2038 (14 Years) 2061 (37 Years)

Judicial 2032 (8 Years) 2035 (11 Years)

DPS 2033 (9 Years) 2042 (18 Years)

• Current Member Contribution Interest Rate: 3%, per annum [ statutory limit is 5%, per annum, C.R.S. § 24-51-407(4) ]

• When a member terminates PERA employment, the following options are available: 

- Prior to Retirement Eligibility – 

- Rollover/refund the accumulated member account, and if vested, includes a 50% employer match

- Leave balance at PERA until retirement age

- As of Retirement Eligibility:

o Rollover/refund the accumulated member account, including 100% employer match

o Monthly retirement benefit is the greater of

o Money Purchase Benefit – Annuitize (at the actuarial assumed rate of return) the accumulated member account, including 

a 100% employer match

o Formula Benefit – PERA defined benefit calculation (amount is not based on member account)



Response to Independent Review 
of Assumptions (PNYX Report):

• Aon Investments

• Segal 
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Response to Independent Review of Assumptions 

(PNYX Report)

8

• PERA appreciates the Subcommittee’s continued engagement and demonstrated commitment 

to the financial health of the trust funds, as well as the focus on ensuring that stakeholders 

understand pension risks and considerations.

• Significant PERA stakeholder interest on the same key elements considered by PNYX: return 

rate assumption, unfunded liabilities, funded percentage and amortization period

• PERA continues to prioritize enhancing risk analysis and reporting via the annual Signal Light 

Report.



Response to Independent Review of Assumptions 

(PNYX Report)
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• Review of assumptions, while helpful, missed key elements that would make the report more 

comprehensive and on point.

• Increased flexibility on deadlines could be helpful in future years to allow time for 

incorporation of most recent enhancements made as part of the annual sensitivity analysis. 

• While PERA agrees additional significant funds (such as a $2B lump sum infusion) would 

mitigate risk and reduce pressure on employers and retirees, the inclusion of feasible policy 

options would have enhanced the value of report.

• Overall, PERA appreciates the report’s focus on how critical the initial years following the 2018 

legislative changes are to long-term success.



Appendix
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Pension Review 
Commission Bill Drafts
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Pension Review Commission Bill Drafts
Bill 1: Adjust PERA Direct Distribution for Inflation
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Bill Summary

The bill would require that beginning on July 1, 2025, and on July 1 each year thereafter, the State Treasurer shall 

annually adjust for inflation or deflation the amount of the direct distribution payment, but it may never be less than the 

current amount of $225 million. 

Estimated Impacts

The following tables (next slide) illustrate estimated impacts by projecting direct distribution payments from 2025 

through the targeted full funding date of 2047, with a comparison of current law vs. indexing (assumed indexing rate of 

3.35% based on annualized 10-year local CPI increase). 

• Within each table, the direct distribution dollars are shown in the left-hand column and the projected accumulated 

values are shown in the right-hand column. 

• The accumulated values assume an annual rate of return of 7.25% (the assumed long-term rate of return of the total 

PERA fund). 

• The estimated differences in contributed dollars and accumulated values under the two scenarios are shown under 

the right-hand table. 

In summary, this bill would: 

• be estimated to increase through the targeted funding period, the total principal dollars contributed to PERA by 

approximately $2.7 billion and increase the total estimated accumulated balance (which considers assumed 

investment interest) by approximately $4.8 billion, 

• lead to a slight reduction in the amortization period (approximately 1 year) of PERA’s division trust funds, and

• potentially delay the next automatic adjustment provision adjustments in future years.



Pension Review Commission Bill Drafts
Bill 1: Adjust PERA Direct Distribution for Inflation (continued)
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Pension Review Commission Bill Drafts
Bill 3: PERA Risk-Reduction Measures
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Bill Summary
The bill would codify the current governance reporting practices of PERA starting 2025 forward, by statutorily requiring the 

actuarial experience study and actuarial audit, increasing the frequency of conducting said reporting from the current practice 

of, “at least every five years” to a required three-year cycle and the proposed schedule repeats on a rolling three-year basis. It 

also would require the Office of the State Auditor (OSA) to commission, in the year following PERA’s independent actuarial 

audit, another independent actuarial audit intended to review the independent actuarial audit just performed.

Impacts and Considerations
• The current governance schedule of PERA reflects best practice models as set forth by the Government Finance Officers 

Association (GFOA) and industry standards. 

- A four- to five-year cycle period (a review of either 3 or 4 years of actual experience, respectively) is considered best-

practice to capture and analyze sufficient plan experience that will ensure reflection of meaningful long-term 

expectations and avoid risk of putting too much weight on short-term fluctuations, which helps to avoid high volatility in 

the adjustments made to any assumptions and potentially appearing in the metrics of the plan. 

- In addition, these are purposefully staggered to allow enough time for the actuarial audit to review the results of the 

experience study, including any adjustments to the assumptions and how those revised assumptions have performed 

over a period of time. 

• A statutory change to require a three-year cycle instead would allow the actuaries just two years of actual experience for 

review and this would not allow sufficient time to appropriately observe and assess any impact regarding the most recently 

adjusted assumptions in the current actuarial audit or the proposed follow-up audit that would be commissioned by the OSA 

under this bill. 


