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As state treasurer, it is my responsibility to level  
with Colorado's taxpayers when fiscal trouble is  
on the horizon. One of the most pressing  
problems facing Colorado taxpayers today, and  
for years to come, is our public pension system. 
 
This growing crisis affects every Coloradan —  
not just those who are relying on the Public  
Employees' Retirement Association. 
 
Here is the hard truth. 
 
PERA is not structurally sound, and Coloradans  
are on the hook should the system fail. Although  
the stock market recouped some of its sharp  
losses in 2010 and Senate Bill 1 made  
incremental improvements last year, PERA still  
maintains an unfunded liability of close to $25  
billion, which is the measure of what it owes  
compared to its assets. 
 
If this current and growing gap is not addressed,  
which Forbes magazine estimates at $15,000 for  
every Colorado taxpayer, the people of Colorado  
are ultimately responsible for funding this  
massive shortfall. 
 
The reality is taxpayers are already  
overburdened, and state and local governments  
are barely able to fund the services on their  

plate now. The state today faces a shortfall of $1  
billion. Try to imagine an obligation 25 times as  
large, and your head should start to spin. 
 
This is why Coloradans cannot ignore the public  
pension crisis. It's not simply a problem for  
government workers and retirees. It affects  
taxpayers, businesses, jobs and our economy. 
 
How did we get here? 
 
Our state's pension system has guaranteed a  
result for its members, but it has done so by  
assuming rates of return that are well in excess  
of realistic returns. That's like setting your  
household budget and monthly obligations based  
on your boss giving you a 10 percent raise. When  
the raise comes in at 2 percent, that's a problem.  
In PERA's case, the pension system has promised  
an 8 percent average return for the next 30  
years — a figure that financial experts find to be  
laughably generous.  
 
Wilshire Associates, a national expert in public  
pension plans, just released a study in which it  
reviewed more than 125 plans across the country  
and it found that none of them will achieve an 8  
percent average return over the next 10 years. In  
Colorado, this means the pension system will  
have to take on more risk to achieve this 8  
percent average.  
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In the real world, you won't find one private  
contract that will guarantee investors an 8  
percent or even 7 percent rate of return. Go out  
and get an insurance quote and see for yourself  
that a guaranteed rate of return is closer to 6.5  
percent. Yet our state's public pension fund has  
guaranteed this result. The problem is that if this  
expected return result falls short, there is no  
Chapter 11 process to restructure our public  
pension system (see United Airlines). Taxpayers  
all across this state are responsible for covering  
the bill. 
 
Proponents of this rosy return scenario often  
point to the fact that PERA was fully funded in  
2000, meaning that it was able to meet all its  
future obligations. However, this was achieved  
as a result of the greatest bull market in history  
(20 years of the stock market compounding at 18  
percent a year). This is the enormity of what it  
took just to reach a "fully funded" status. So if  
our pension system can only be fully funded with  
that sort of bull market, the odds of it being fully  
funded on any consistent basis in the future are  
extremely slim. 
 
To close the gap, employers, all of whom are  
ultimately taxpayers, need to increase the  
amount of money they contribute to PERA. For  
example, by 2018 school districts must match  
more than 20 percent of salaries with  
contributions to PERA. This puts incredible stress  
on school budgets and takes money out of  
classrooms at a time when they can least afford  
it.  
 
For Colorado lawmakers and PERA's board to  
stand by and wait for the problem to fix itself is  
delusional. It's like hoping a leaking roof in your  
home will fix itself before a storm arrives. The  
responsible, mature step — for the managers of  
the state pension system — is to act now while  
we can. 
 
What are the reasonable, proactive and  
responsible steps that Colorado might consider? 
 

Public policy fixes to this problem are limited  
and offer nothing but hard choices. Either public  
pension members contribute to the state's  
pension plan at a considerably higher level or the  
state must step in as the ultimate guarantor of  
market returns, which will leave all taxpayers in  
this state on the hook. That is a proposition that  
should scare every taxpayer in this state stiff. 
 
Opponents of reform try to scare retirees into  
thinking their benefits are at risk. This is not  
true. Colorado is contractually obligated to honor  
the pensions of thousands of public workers as  
they should. Changes to the system need to  
come from some current and all new PERA  
enrollees. 
 
This is not fiscal responsibility, it is fiscal  
recklessness. Pensioners all across this state are  
being sold a bill of goods when it comes to the  
promised solvency of our state's pension system  
and Colorado's taxpayers will one day have to  
pay the bill. We need to face reality sooner  
rather than later if we truly care about the future  
of our kids and grandkids in Colorado. 
 
Walker Stapleton is Colorado state treasurer. 
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