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Governor demands PERA solution

Owens threatens to hold legislature until reform made

By David Milstead, Rocky Mountain News
February 11, 2006

Neither of two competing PERA reform bills
seems to have the support to win passage,
prompting Gov. Bill Owens to say this
legislative session will be a "failure” if a
solution isn't found for the pension plan's
woes.

In an interview with the Rocky Mountain
News, Owens hinted he will extend the
legislative session this spring if a solution
isn't found.

David M. Barreda © News

Gov. Bill Owens has worked with state

Treasurer Mark Hillman, right, to craft legislation

"If we don't take serious steps to reform
PERA, | think this session will be a failure,
and | don't want to have a failure in my last
session - so it'll be a long session," he told
the News. "This legislature needs to address
the problem or we'll stay for a while to do it.

addressing reforms for the state employees'
pension plan. Owens, in his office Thursday,

solution is not found.
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"This is a window of opportunity that won't
be back for a while," Owens said, adding
that he's well-positioned to take the issue on in his final year in office. "We're going to have a
new administration next year, and | prefer not to pass along to that administration this
burden."
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The Colorado Public Employees' Retirement Association has more than 378,000 active,
inactive and retired members, including state employees and teachers in all districts outside
Denver. Its members do not earn Social Security benefits, making PERA the primary provider
for its members' retirements.

The plan was flush after the stock boom but now has an $11.3 billion unfunded liability. More
important, PERA's own projections show the liability will not be paid off without hundreds of
millions of dollars in new taxpayer money, each year, or a significant long-term rebound in
the stock market.

Told of Owens' remarks, PERA Executive Director Meredith Williams said, "We share the
interest of the governor in seeing some positive legislation."
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One reform plan, brought forward by PERA itself, creates a new "tier" of benefit recipients
hired on Jan. 1, 2007, or later. Those employees would get an annual benefit 16 percent
lower than current PERA members. There also would not be an automatic cost-of-living
increase, as current members get.

PERA lined up Paula Sandoval, D-Denver, to sponsor the bill in the Senate, and it was
introduced this week.
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Williams, in a House committee hearing this week, likened PERA to a car with a flat tire.
"PERA suggests we fix the flat tire and keep on rolling."

Owens says the PERA bill isn't acceptable to him because it "only addresses 10 percent of
the problem . . . it doesn't go nearly far enough. It's better than a placebo, but not much."

The governor and his staff worked with state Treasurer Mark Hillman, who sits on the PERA
board, and crafted a bill sponsored by Sen. Dave Owen, R-Greeley.

That bill has several major components that differ from the PERA plan.

« |t sacks the current 16- member PERA board, which consists of 14 elected PERA members
and the state treasurer and auditor. It replaces it with an 11-member group of four
gubernatorial appointees, five PERA members, and the auditor and treasurer.

« It defines "actuarial necessity" in state law, opening the door for benefit reductions for
current PERA members who have not retired.

« It says that for the next three years, state employees would have 1 percentage point of their
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annual raises diverted to PERA to help shore up the plan. The provision would not affect
other workers, who make up 70 percent of the active membership.

"I think it's the biggest fiscal problem facing the state this year, and if we don't fix it, it'll get
bigger," Hillman said.

Not all legislators agree.

Rep. Val Vigil, D-Adams County, told PERA staffers at a January Legislative Audit
Committee meeting that PERA's investment assumption of 8.5 percent annual returns may
be too conservative, given its 10.9 percent annual return over the past 25 years. Rep.
Dorothy Butcher, D-Pueblo, said at a committee meeting Wednesday that because PERA
has more than $30 billion in assets, she didn't see why there was a problem.

But Rep. Bernie Buescher, D-Mesa, who spent 20 years as a pension attorney, says
changes need to be made. Buescher told the PERA board Friday he's interested in bringing
PERA and the governor and treasurer together to facilitate a compromise because he, too,
believes neither bill will pass. He'll also provide a seat at the table to unions and workers'
groups.

Senate bills are supposed to clear committee by next week.

However, Buescher said, "If we can come up with a product, I'm confident we can get late-bill
status and run with it."

PERA, Owens, Hillman and Buescher all face a common challenge: a libertarian-leaning
group called Americans For Prosperity Foundation. Through a campaign called FixPERA, the
foundation is agitating to scrap the plan entirely.

The group backed a bill, killed in a House committee this week, that would have put all new
public employees in a defined-contribution plan and made it easier to cut benefits to
remaining PERA members who hadn't yet retired.

FixPERA, along with Barry Poulson, an Independence Institute fellow, is proposing a ballot
initiative for this November that would do the same thing.

"We're going to keep the issue alive until they fix the problem," FixPERA spokesman Charlie
Russell told the News this week.

Williams, PERA's executive director, told the board Friday that most observers believe the
best way to battle the ballot issue is to pass a reform bill.

Yet PERA trustees expressed deep concern about the ballot initiative.

"The people backing that won't back down . . . it won't go away," said Scott Noller, a business
teacher in the Colorado Springs school district.

Board member Maryann Motza, the state's Social Security administrator, said PERA needs to
be more aggressive in making its case to the people of Colorado. "The impression out there
is that PERA is the Titanic, and that's not true. . . . We need to be more assertive. The other
side of things is not out there."

David Milstead is finance editor of the Rocky Mountain News. He can be reached at 303-
892-2648 or milstead@RockyMountainNews.com.
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