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This bill makes modifications to the Colorado Public Employees' Retirement
Association (PERA). It creates ongoing state revenue reductions; ongoing state and
local goverment expenditure increases; and ongoing PERA revenue increases.

Appropriation
Summary:

In FY 2018-19, the bill requires and includes an appropriation of $200,000 to the
Legislative Department. The required direct distribution of $225 million to PERA
does not require an appropriation.

Fiscal Note
Status:

The fiscal note reflects the enacted bill.

Table 1
State Fiscal Impacts Under SB 18-200

FY 2018-19 FY 2019-20 FY 2020-21

Revenue General Fund - ($5.2 million) ($12.6 million)

Expenditures General/Other Funds $225.2 million $245.3 million $253.2 million

Transfers - - -

TABOR Refund General Fund - ($5.2 million) not estimated
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Summary of Legislation

This bill makes several changes related to the Colorado Public Employees' Retirement
Association (PERA). These are described in the consecutive order in which they appear in the bill.

Change to number of years in the highest average salary calculation. Under current
law, the retirement benefit paid to a PERA member depends on his or her date of hire, years of
service credit, and age at retirement, and is calculated using a percentage of the member's highest
average salary (HAS) over a period of time, including a base salary year. The bill changes the
number of years factored into the HAS calculation for employees who are not vested by or are hired
on or after January 1, 2020, as shown in Table 2.

Table 2
Highest Average Salary Period Under SB 18-200 After Base Year

As of 1/1/20 All Divisions except Judicial Judicial

Vested 3 periods of 12 months 1 period of 12 months

Not Vested 5 periods of 12 months 3 periods of 12 months

Assess PERA benefit on gross salary. For employees hired on or after July 1, 2019, the
bill modifies the definition of salary on which the PERA benefit is assessed to include additional
items, such as health- and transportation-related pre-tax payroll deductions, and to exclude specific
items, such as compensation for unused leave. An employer may request information from PERA
to determine which salary definition (net or gross) to use depending on an employee's hire date.

Reclassification of certain peace officers to state trooper benefit rate. The bill
expands the definition of state trooper to include state correctional officers employed by the
Department of Corrections (DOC) and the Department of Human Services (DHS) and county
sheriffs, undersheriffs, deputy sheriffs, noncertified deputy sheriffs, and detention officers hired by
a local government division in the same benefit structure as state troopers for new employees hired
after January 1, 2020. As a result, the employer contribution rate will increase 2.7 percent, from
10.15 percent to 12.85 percent, and the employee contribution rate will increase 2.0 percent, from
8.0 percent to 10.0 percent, for these reclassified employees. These percentages do not include
the additional employer and employee contribution rate increase outlined in Tables 3 and 4 below.

Requirements of the PERA Board of Trustees. The bill codifies the PERA Board of
Trustees' (PERA board's) current practice of performing an annual sensitivity analysis to determine
whether actuarial assumptions are meeting targets. The PERA board must report this information
annually to the Governor, the Joint Budget Committee, the Legislative Audit Committee, and the
House and Senate Finance Committees. The PERA board may also disclose investment
information to the legislative members of the Pension Review Commission while the commission
is in executive session.

Requirements for local government employers that terminate PERA affiliation. The
bill clarifies provisions related to a local government that ceases participation in PERA. When a
local government terminates its affiliation with PERA, the PERA board will determine the amount
to be paid by the local government to fully fund its share of the unfunded liability of the defined
benefit plan and of the health care trust fund. The PERA board's determination may be appealed
by the local government through an administrative review process. The local government's
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employees become inactive members of PERA effective on the termination date, and may elect
to have their employee contributions credited to an alternative pension plan or refunded. In the
absence of such election, the employee contributions remain with PERA.

Increase in employer and employee contribution rates. Beginning July 1, 2019, the bill
increases the PERA employer contribution rates by 0.25 percent for all divisions but local
government, as shown in Table 3. The increased employer contribution amount is credited to the
appropriate divisional trust regardless of whether the corresponding employee has elected the
defined benefit or defined contribution plan.

Table 3
0.25% Employer Contribution Rate Increase Under SB 18-200

State Trooper School DPS Local* Judicial

Current Law 10.15% 12.85% 10.15% 10.15% 10.00% 13.66%

As of 7/1/19 10.40% 13.10% 10.40% 10.40% 10.00% 13.91%

* No change for the local government division.

The bill also phases in a 2 percent increase in employee contribution rates to PERA.
Employee contribution rates increase 0.75 percent in FY 2019-20, 0.75 percent in FY 2020-21, and
0.5 percent in FY 2021-22, as shown in Table 4. The increased employee contribution amount
is credited to an employee's account.

Table 4
Phase-in of 2% Employee Contribution Rate Increase Under SB 18-200

State Trooper School DPS Local Judicial

Current Law 8.00% 10.00% 8.00% 8.00% 8.00% 8.00%

As of 7/1/19 8.75% 10.75% 8.75% 8.75% 8.75% 8.75%

As of 7/1/20 9.50% 11.50% 9.50% 9.50% 9.50% 9.50%

As of 7/1/21 10.00% 12.00% 10.00% 10.00% 10.00% 10.00%

Automatic adjustments to contribution rates and the COLA. Beginning July 1, 2019,
with the first adjustment permitted on July 1, 2020, and each July 1 thereafter, PERA must annually
determine whether an automatic adjustment to the employer and employee contribution rate and
the cost of living adjustment (COLA) rate for retirees is required, based on certain conditions, as
shown in Table 5. When an adjustment is made, it must be equally apportioned to employers,
employees, and retirees, and may not exceed the maximum yearly adjustment amount.
Adjustments may occur only once in a calendar year, and are triggered when the blended total
contribution amount is less than 98 percent or more than 110 percent of the blended total
actuarially required contribution, using the following definitions in the bill:

• "Blended total contribution amount" is the weighted average of the total amounts paid
by employers and employees to PERA by all divisions, not to include the portions of
employer contributions remitted to the health care trust fund and the COLA reserve.

• "Blended total required contribution" is the weighted average of the total reported
actuarially determined contribution rates and employee contribution rates for all
divisions' trusts.
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• "Weighted average" means the most recent valuation of the proportion of unfunded
actuarial accrued liability attributable to each division.

Table 5
Automatic Contribution and COLA Rate Adjustments Under SB 18-200

When the blended total contribution amount is less than 98% of the blended total actuarially required
contribution:

COLA Rate reduced up to 0.25%; not to be reduced to less than 0.5% total

Employer Contribution Rate increased up to 0.5%; not to exceed statutory contribution rates plus 2% total

Employee Contribution
Rate increased up to 0.5%; not to exceed statutory contribution rates plus 2% total

When the blended total contribution amount is greater than or equal to 110% of the blended total
actuarially required contribution:

COLA Rate increased up to 0.25%; not to exceed 2% total

Employer Contribution Rate reduced up to 0.5%; not to be less than statutory contribution rates

Employee Contribution
Rate reduced up to 0.5%; not to be less than statutory contribution rates

Direct distribution. Beginning in FY 2018-19, the bill requires the state to annually
distribute $225 million to PERA until the unfunded liabilities of the state, judicial, school, and
Denver Public Schools (DPS) divisional trusts are paid. The direct distribution will be paid primarily
from the General Fund, but may also come from cash funds and federal funds. The distribution
must be included in the Governor's annual budget request and for informational purposes in the
Long Bill each year. PERA is required to credit these funds proportionally to the relevant divisional
trusts. Every year PERA must determine the unfunded liability status of each division by
September 1, and notify the Office of State Planning and Budgeting and the Joint Budget
Committee when a division's unfunded liability has been paid and the direct distribution is no longer
required.

Defined contribution supplement. Beginning January 1, 2021, the bill requires an
adjustment to the state and local government divisions' employer contribution rates in order to
include a "defined contribution supplement." The defined contribution supplement represents the
amount that would have otherwise gone to the defined benefit trusts to pay down the unfunded
liability if an employee had not elected the defined contribution plan, plus investment earnings on
that amount. It must be made on behalf of state and local government employees who begin
employment on or after January 1, 2019, and who elect the defined contribution plan.

Service retirement and reduced service retirement eligibility for new employees. For
PERA employees who are hired on or after January 1, 2020, the bill modifies the number of service
years required for full service retirement, as shown in Table 6, and the number of service years
required for reduced service retirement, as shown in Table 7.
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Table 6
Full Service Retirement Eligibility Under SB 18-200

for employees hired on or after January 1, 2020

Years of Service
Required to Retire

at Any Age

Years of Service
Required to Retire

at a Specific Retirement Age

Years of Service
Required to Retire

at Age 65

Division
Current
Hires*

SB
18-200

Current
Hires*

SB
18-200

Current
Hires*

SB
18-200

State, Local,
and Judicial

35 years 35 years Age 60, 30 years Age 64, 30 years 5 years 5 years

Troopers 30 years 35 years
Age 50, 25 years
Age 55, 20 years

Age 55, 25 years 5 years 5 years

School
and DPS

35 years 40 years Age 58, 30 years Age 64, 30 years 5 years 5 years

* Represents age and service requirements for employees joining PERA on or after January 1, 2017.

Table 7
Reduced Service Retirement Eligibility Under SB 18-200

for employees hired on or after January 1, 2020

Current Law* SB 18-200

Age
Requirement

Service Credit
Requirement

Age
Requirement

Service Credit
Requirement

All Divisions
50 years old
55 years old
60 years old

25 years of service
20 years of service
5 years of service

55 years old
60 years old

25 years of service
5 years of service

State Troopers
50 years old
60 years old

20 years of service
5 years of service

55 years old 20 years of service

*Age and service requirements for a reduced benefit apply to all PERA employees, regardless of membership date.

COLA timeout and rate reduction. The annual COLA for benefit recipients who were
PERA members prior to January 1, 2007, is currently 2 percent. For the years 2018 and 2019, the
bill reduces the COLA to 0 percent. For each year thereafter, the bill sets the COLA at 1.5 percent.
This amount may be otherwise adjusted by the automatic adjustment provisions explained above.
The bill also requires that benefit recipients whose effective date of retirement is on or after
January 1, 2011, and who have not received a COLA on or before May 1, 2018, not receive a
COLA for two additional years following initial receipt of retirement benefits (a one-year timeout
exists under current law).

Defined contribution plan expansion to higher education and local government.
Under current law, employees in the state division (with the exception of higher education) hired
after January 1, 2006, may elect to participate in PERA's defined contribution plan rather than its
defined benefit plan. A defined contribution account receives the monthly employer contribution,
while the amortization equalization disbursement (AED) and supplemental amortization equalization
disbursement (SAED) payments are credited to pay down the unfunded liability of the defined
benefit plan. Beginning January 1, 2020, anyone hired in higher education or the local government
division may elect to participate in the defined contribution plan. An employee who elects the
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defined contribution plan will receive their full employee contribution amount as increased under
the bill, and the employer contribution amount under current law.

Pension Review Commission and Subcommittee. The bill renames the existing Police
Officers' and Firefighters' Pension Reform Commission, a standing legislative interim committee,
as the Pension Review Commission. The composition of the commission is modified effective
January 4, 2019, reducing the number of commission members from 15 to 10, with 5 from each
house, and including minority leader appointments.

In addition, the bill creates the Pension Review Subcommittee, to study and develop
legislation concerning PERA. The subcommittee consists of 14 members appointed by legislative
leadership, the Governor, and the State Treasurer. The subcommittee is required to make
recommendations to PERA and the larger commission regarding several issues, including the
requirement that the subcommittee commission an independent review of the economic and
investment assumptions used to model PERA's financial condition every three years.
Subcommittee members are also required to attend a variety of meetings related to PERA.

Implementation schedule. Table 8 highlights key implementation dates in the bill.

Table 8
Implementation Schedule for SB 18-200

Element of SB 18-200 Takes Effect Effective Date

Two calendar year COLA timeout January 1, 2018

Bill
June 4, 2018

Pension Review Commission (except membership change)

Annual direct distribution of $225 million to PERA July 1, 2018

Pension Review Commission membership change January 4, 2019

One-time employer and three-year phase-in employee contribution increase
July 1, 2019

Salary definition change for employees hired on or after

COLA to 1.5 percent

January 1, 2020

Contribution rate change for certain peace officers hired on or after

HAS calculation change for employees not vested by or hired on or after

Retirement eligibility change for employees hired on or after

Peace officer reclassification to trooper rate for employees hired on or after

DC expansion to higher education and local government employees hired on or after

Automatic rate adjustment (first assessed July 1, 2019) permitted after July 1, 2020

Defined contribution supplement first assessed on PERA employers January 1, 2021

Background

Overview of the Public Employees Retirement Association. Established by the
Colorado General Assembly in 1931, PERA is a statutory public entity that manages retirement
plans for most public employees in Colorado. Public employees pay into PERA in lieu of social
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security. PERA's 580,000 members currently work for or are retired from one of five PERA
divisions, which are each held in a separate trust: the state division, the school division, the DPS
division, the local government division, and the judicial division.

PERA plans. PERA administers a defined benefit plan and defined contribution plan, as
well as a 401(k) and 457 investment option, a health care plan (PERACare), and a life insurance
plan. PERA's defined benefit and defined contribution pension plans are funded through employee
and employer contributions and investment earnings. The state is fiscally responsible for the state
and judicial divisions, while member local governments and school districts are responsible for the
remaining divisions. Employer and employee contributions sustain the optional 401(k) and 457,
health care, and life insurance plans.

PERA governance. Because the structure and requirements for PERA are established in
state law, the General Assembly must pass legislation to make any changes in contributions,
benefits, or other plan requirements for any of the PERA divisions. The 16-member PERA board
are fiduciaries, obligated under Colorado law to act solely in the interests of members and benefit
recipients to provide pension benefits and to defray expenses of pension administration.

Data and Assumptions

Sources. The fiscal note uses the FY 2018-19 Department of Personnel and
Administration total compensation templates for the state and judicial division, with the exception
of the Colorado Department of Transportation and the Department of Higher Education, which
provided salary data independently. For the DPS division, the fiscal note uses salary data provided
by DPS. For the school and local government divisions — and where any data infill is required —
the fiscal note bases its estimates on salary information provided by PERA.

Revenue assumptions. The revenue projections in this fiscal note assume that the
additional employee contributions to PERA, through the contribution rate increase and change to
gross salary calculation, will be reduced from salaries and, therefore, directly correlate to a
reduction in state income tax collections (currently assessed at a rate of 4.63 percent).

Expenditure assumptions. The expenditure estimates in this fiscal note assume an
annual average growth rate of 3.5 percent in total salaries and a 6.0 percent expense increase
resulting from the net to gross salary definition change.

State Revenue

The bill will reduce state income tax collections to the General Fund by at least $5.1 million
in FY 2019-20 and at least $12.6 million in FY 2020-21 as a result of increase employee
contributions to PERA. These amounts are shown in Table 9. The COLA timeout and rate
reduction will also reduce state income tax collections; this amount has not been estimated.
If triggered, the automatic contribution and COLA rate adjustments will reduce state income tax
collections. In the future, the change in the HAS calculation for PERA employees hired after 2020
will reduce state income tax collections; this amount has not been estimated.
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Table 9
Estimated Reduction in State Income Tax Collections Under SB 18-200*

FY

Employee
Contribution Rate

Increase
Salary Definition

Change
Total

Reduction

FY 2019-20 ($4,980,000) ($170,000) ($5,150,000)

FY 2020-21 ($12,280,000) ($350,000) ($12,630,000)

* Totals have been rounded.

Reduction in income tax from employee contribution rate increase. Beginning in
FY 2019-20, the increase in the employee contribution rate will reduce taxable income, resulting
in a reduction of state income tax collections to the General Fund estimated at approximately
$5.0 million in FY 2019-20 and $12.3 million in FY 2020-21.

Reduction in income tax from salary definition change. The change in the salary
definition on the employee side is estimated to reduce income tax collections by $170,000 in
FY 2019-20 and $350,000 in FY 2020-21.

Reduction in income tax from COLA timeout and rate decrease. The 0 percent COLA
rate for calendar years 2018 and 2019, and 1.50 percent COLA rate thereafter will reduce state
income tax collections to the General Fund. The impact on state income tax has not been
estimated in this fiscal note. The Statutory Public Entity section of this fiscal note discusses the
cumulative impact of the COLA modifications to the divisional trusts.

Reduction in income tax from officer reclassification. Beginning in FY 2019-20, the
reclassification of corrections officers will reduce state income tax revenue collections to the
General Fund by less than $100,000 per year from the reduction in salary resulting from increased
contribution rates. This estimate uses recent average attrition and hire rates from in the DOC and
DHS. This estimate doesn not take into consideration future salary increases, which may partially
or fully offset this General Fund impact

Conditional income tax reduction — automatic rate adjustments. The automatic rate
adjustment mechanism will raise or lower employer and employee contribution rates for all PERA
divisions, as well as the COLA for retirees, if certain conditions are met, as shown in Table 5. If
the adjustment is triggered, income tax collections will be further reduced. An automatic rate
adjustment may first be levied on or after July 1, 2020. The fiscal note assumes a rate adjustment
will not occur until an economic recession; therefore, no estimate has been made.

Future income tax reduction — HAS. The change in the HAS calculation for employees
who are not vested by or who are hired after January 1, 2020, will reduce future benefit payments
from the divisional trusts, which will also reduce state income tax collections. These General Fund
reductions will likely begin around 2050, and have not been estimated.

TABOR Refund

This bill reduces state revenue from income tax collections, which will reduce the amount
of money required to be refunded under TABOR for FY 2019-20. Since the bill reduces revenue
to the General Fund and the refund obligation by equal amounts, there is no net impact on the
amount of money available in the General Fund for the budget. However, the bill will reduce money
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for the General Fund budget in the future during years when the state does not collect revenue
above the TABOR limit. State revenue subject to TABOR is not estimated for years beyond
FY 2019-20.

State Expenditures

The bill will increase state General Fund and cash fund expenditures by a total of
$225.0 million per year beginning in FY 2018-19 from the direct distribution to PERA. The bill will
also increase state General Fund, cash fund, and federal fund expenditures by $20.3 million in
FY 2019-20 and $28.2 million in FY 2020-21 from the 0.25 percent increase in employer
contributions; this total includes the General Fund expenditure increase to cover the higher
employer contribution rate resulting from the reclassification of corrections officers employed by
DOC and DHS to the state trooper benefit structure. The Pension Review Commission will conduct
an independent audit of PERA's financials at an estimated cost of $200,000 every three years. The
defined contribution supplement will increase future state expenditures beginning in FY 2020-21.

Additionally, the bill creates a future potential expenditure impact for all state employers
related to the automatic contribution rate adjustment. Beginning in the current FY 2017-18,
workload will increase for all state agencies to update information materials related to PERA
benefits. Finally, the bill may have an impact on hiring and employee behavior related to hiring,
retention, and retirement.

Direct distribution. Beginning in FY 2018-19, the bill requires that a direct distribution of
$225.0 million from state funds be paid annually to PERA until the unfunded actuarially accrued
liabilities is paid down for each trust. In the first year, this amount is to be paid from the General
Fund and transferred from the State Treasury to PERA. Beginning in FY 2019-20, the bill allows
the direct distribution to come from any state fund and requires the amount to be included in the
Governor's annual budget request and for informational purposes in the Long Appropriations Bill.
Therefore, the fiscal note assumes that the amount will be included in each agency's budget
request as a new common policy which utilizes the total compensation templates. The amount will
be distributed proportionally to PERA's state, judicial, school, and DPS divisional trusts. In
FY 2018-19, that proportion is estimated to be 35 percent to the state division, 56 percent to the
school division, 1 percent to the judicial division, and 8 percent to the DPS division.

Employer contribution rate increase for state agencies and institutes of higher
education. Beginning in FY 2019-20, the bill increases the employer contribution rate for the state
and judicial divisions by 0.25 percent, which will increase state General Fund and cash fund
expenditures by approximately $20 million in FY 2019-20 and approximately $28 million in
FY 2020-21. The fiscal note assumes that state employer payrolls are already budgeted to include
health- and transportation-related pre-tax deductions; therefore, no expenditure increase to these
divisions from the salary definition change is anticipated. Expenditures by state agency are shown
in Table 10. See Appendix A for a breakout by fund source. See Appendix B for a breakout by
institute of higher education.
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Table 10
State Expenditures Under SB 18-200*

Institution FY 2019-20 FY 2020-21

Agriculture $64,679 $119,303

Corrections** $1,580,779 $3,235,065

Education $387,316 $533,115

Governor's Office $165,720 $211,863

Governor's Office of Information $484,851 $725,822

Health Care Policy and Financing $386,581 $505,602

Higher Education $3,927,000 $4,857,000

Human Services** $1,847,889 $2,972,923

Independent Judicial Agencies $768,750 $997,087

Judicial Department - Judges $644,497 $857,008

Judicial Department - Non-Judges $1,970,470 $2,619,706

Labor and Employment $1,164,862 $1,426,960

Law $454,078 $590,493

Legislature $548,806 $632,227

Local Affairs $144,726 $185,218

Military and Veterans Affairs $56,408 $83,672

Natural Resources $1,125,568 $1,484,823

Personnel and Administration $392,214 $478,068

Public Health and Environment $1,378,654 $1,827,995

Public Safety $925,015 $1,497,417

Regulatory Agencies $382,996 $508,778

Revenue $731,502 $986,850

State $164,026 $195,494

Transportation $589,924 $607,622

Treasury $40,315 $47,049

TOTAL $20,327,626 $28,187,160
* Estimates based on the FY 2018-19 DPA total compensation templates with the exception

of institutions of higher education and Transportation. Totals may not sum due to rounding.
Calculations based on gross salary.

** Amounts for the DOC and DHS include contribution rate increase for corrections officers.

Reclassification of corrections officers to state trooper benefit rate. Beginning
January 1, 2020, newly hired corrections officers employed by DOC and DHS will be classified in
the same PERA benefit structure as state troopers. As a result, the employer contribution rate for
these employers will increase by 2.70 percent, creating a total expenditure increase of
approximately $200,000 in FY 2019-20 (half-year impact), and $1,000,000 in FY 2020-21 from the
General Fund. These amounts are included in the totals for the DOC and DHS in Table 10 above.
Amounts are based on recent average attrition and hire rates.
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Pension Review Commission and Subcommittee. The commission will conduct an
independent review of the assumptions used to model PERA's financial condition using a contractor
at an estimated rate of $200,000 per every three year period. The newly renamed standing interim
committee has an existing Legislative Department appropriation and support staff can accomplish
additional PERA-related workload within this existing appropriation.

Defined contibution supplement. Beginning January 1, 2021, state expenditures will
increase to cover the amount that would have gone to the defined benefit trusts if an employee
hired on or after January 1, 2019, did not elect the defined contribution plan, plus investment
earnings on that amount. This amount will depend on the number of new hires after 2019 and their
retirement plan election, and, as a result, has not been estimated for this fiscal note. The fiscal
note assumes that state agencies will request additional appropriations through the annual budget
process to address the DC supplement.

Automatic contribution rate adjustments. The automatic rate adjustment mechanism
will raise or lower employer and employee contribution rates for the state and judicial divisions if
certain conditions are met, as shown in Table 5 above. If these conditions are met, the employer
rate will increase. An automatic rate adjustment may first be made on or after July 1, 2020, may
not exceed 0.5 percent annually, and may not exceed 2.0 percent in total. The fiscal note assumes
a rate adjustment will not occur until an economic recession; therefore, no estimate has been
made.

Updates to employee benefit information. Beginning in the current FY 2017-18, all state
agencies will have an increase in workload to update relevant websites and materials to reflect the
bill's changes to the PERA benefit, which will be accomplished within existing appropriations.

Employee contribution rate increase. State employees will pay an increased contribution
rate to PERA of 0.75 percent in FY 2019-20, 1.50 percent in FY 2020-21, and 2.0 percent in
FY 2021-22 and ongoing. The estimated cumulative revenue impact to PERA of this reduction in
employee pay is discussed in the PERA section below.

Employee behavior. Changes to employee benefits can impact employee behavior related
to hiring, retention, and retirement; however, the fiscal note has made no assumptions about these
impacts.

Statutory Public Entity — Public Employees' Retirement Association

The bill will increase revenue to PERA on an ongoing basis from the direct distribution, the
increase in employer and employee contribution rates, and the salary definition change. These
amounts are estimated at $225.0 million in FY 2018-19, $377.8 million in FY 2019-20, and $555.7
million in FY 2020-21, as shown in Table 11 below. PERA will also see a cost savings from the
COLA timeout and rate reduction estimated at a cumulative $4.8 billion. This revenue infusion to
PERA is estimated to have eliminated the unfunded actuarially accrued liability by reducing pension
liabilities to a period of 30 years or less, as shown in Table 12.
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Table 11
PERA Revenue from All Divisions Under SB 18-200*

FY 2018-19 FY 2019-20 FY 2020-21

Direct Distribution $225,000,000 $225,000,000 $225,000,000

Employer Contribution - $34,115,857 $42,457,624

Employee Contribution - $107,360,572 $265,125,746

Salary Definition - Employer - $7,903,000 $15,678,000

Salary Definition - Employee - $3,467,000 $7,439,000

TOTAL $225,000,000 $377,846,429 $555,700,370

Sources: DPA, DPS, and PERA.
* Revenue will be distributed proportionally to each division within PERA. COLA impacts are not included in the

table, but are discussed in the narrative below. Impacts based on 2016 CAFR. Salary definition change
impacts assume a 6 percent expense increase.

Direct distribution. As shown in Table 11, revenue to PERA will increase by $225 million
beginning in FY 2018-19 from a direct distribution of state funds. The direct distribution will
continue annually until the unfunded liabilities for each divisional trust, with the exception of the
local government divisional trust, are paid down. Beginning in FY 2019-20, the bill allows the direct
distribution to come from any state fund; therefore, the fiscal note assumes that the amount will be
included in each agency's budget request as a new common policy which utilizes the total
compensation templates. The amount will be distributed proportionally to PERA's state, judicial,
school, and DPS divisional trusts.

Contribution rate increases. Effective July 1, 2019, the employer contribution rate
increase of 0.25 percent will increase revenue to PERA by an estimated $34.1 million in
FY 2019-20 and $42.5 million in FY 2020-21. The employee contribution increase, which is
phased-in over a three-year period will increase revenue to PERA by an estimated $107.4 million
in FY 2019-20 and $265.1 million in FY 2020-21.

Salary definition change. The change in the salary definition will increase employer
revenue to PERA by an estimated $7.9 million in FY 2019-20 and $15.7 million in FY 2020-21; and
will increase employee revenue to PERA by an estimated $3.5 million in FY 2019-20 and
$7.4 million in FY 2020-21.

COLA timeout and rate reduction. PERA is estimated to realize a cumulative savings of
$4.8 billion due to the bill's adjustments to the COLA. Of that amount, $1.3 billion savings is
estimated from the COLA timeouts for benefit recipients, and $3.5 billion savings is estimated is
estimated from the reduction in the COLA.

Reclassification of corrections officers to state trooper benefit rate. Employers and
corrections officers hired after January 1, 2020, will pay increased contribution rates to PERA under
the state trooper definition. These higher rates will cover future increased benefits for these
employees, resulting in a neutral impact to PERA.

Conditional contribution rate increases. The fiscal note has not estimated the potential
revenue increase to PERA's trusts from the automatic COLA, employer, and employee rate
adjustments, which may occur on or after July 1, 2020. The fiscal note assumes a rate adjustment
will not occur until an economic recession; therefore, no estimate has been made.
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Projected funded status for PERA's trusts. The bill's changes to the PERA benefit —
specifically the increase in years used to calculate the HAS in order to determine an employee's
benefit, the increased amount of salary on which the PERA benefit will be calculated on, the direct
distribution of state funding to PERA, the increase in employer and employee contributions to
PERA, the raising of retirement ages across divisions, and a two-year COLA timeout and
0.5 percent COLA rate reduction — reduce the estimated amortization periods necessary to
eliminate the unfunded actuarial accrued liability in all of PERA's trusts, as shown in Table 12.

Table 12
Projected Years to Achieve Full Funding in PERA's Trusts*

Division
Amortization Period
Under Current Law

Amortization Period
Under SB 18-200

State 57 years 27 years

School 77 years 30 years

Local Government 54 years 15 years

Judicial 53 years 15 years

Denver Public Schools 55 years 17 years

Source: PERA.
* Based on 2017 valuations. Change in salary definition and retirement eligibility changes could

not be precisely modeled.

Local Governments and Special Districts

Local governments and special districts that are employees of the PERA local government
division, which is comprised of 1 county, 27 municipalities, and 120 special districts, will have an
expenditure increase related to the salary definition change and the reclassification of sheriffs in
PERA. Like the state, local government divisions are subject to the conditional contribution rate
increase and will have workload increases to update employee benefit information. While local
government division employers are not subject to the employer contribution rate increase in the bill,
its employees will be impacted by the employee contribution rate increase. Finally, the bill may
have an impact on hiring and employee behavior related to hiring, retention, and retirement; these
impacts have not been estimated.

Impact of salary definition change. The bill's salary definition change will create an
expenditure increase for local government division employers. Using PERA's estimates for the
local government division, the cumulative impact on all local government employers is estimated
at $415,000 in FY 2019-20 and $819,000 in FY 2020-21.

Reclassification of sheriffs to state trooper benefit rate. Beginning January 1, 2020,
newly hired county sheriffs, undersheriffs, deputy sheriffs, and noncertified deputy sheriffs will be
classified in the same PERA benefit structure as state troopers, which will result in local
government expenditure increases resulting from the 2.7 percent increase in the employer
contribution rate for these employees (from 10.15 percent to 12.85 percent). Because hiring date
and number of new employees is unknown, this amount has not been estimated.

Defined contibution supplement. Beginning January 1, 2021, participating local
governments will have expenditure increases to cover the amount that would have gone to the
defined benefit trusts if an employee hired on or after January 1, 2019, had not elected the defined
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contribution plan, plus investment earnings on that amount. This amount will depend on the
number of new hires after 2019 and their retirement plan election, and, as a result, has not been
estimated for this fiscal note.

Conditional contribution rate increases. The automatic rate adjustment mechanism will
raise or lower employer and employee contribution rates for the local government division if certain
conditions are met, as shown in Table 5 above. The fiscal note assumes a rate adjustment will not
occur until an economic recession; therefore, no estimate has been made.

Updates to employee benefit information. Beginning in the current FY 2017-18, all local
government division employers will have an increase in workload to update relevant websites and
materials to reflect the bill's changes to the PERA benefit.

Impact on employees. Local government employees will pay an increased contribution
rate to PERA of 0.75 percent in FY 2019-20, 1.50 percent in FY 2020-21, and 2.0 percent in
FY 2021-22 and ongoing, which is estimated to have a cumulative impact of $5.0 million in
FY 2019-20 and $10.4 million in FY 2020-21 on local government employees. The impact of the
new salary definition is estimated to have a cumulative impact of $260,000 in FY 2019-20 and
$558,000 in FY 2020-21. Changes to employee benefits can impact employee behavior related
to hiring, retention, and retirement; however, the fiscal note has made no assumptions about these
impact.

School Districts

The school division (which represents 177 of the 178 school districts in the state) and the
DPS division (which represents the remaining DPS district and is in a separate divisional trust as
a result of merging its retirement system with PERA in 2009) will have an expenditure increase
related to the employer contribution rate increase, the salary definition change, and, potentially, the
conditional contribution rate increases and the direct distribution, as discussed below. These
divisions will also have workload increases to update employee benefit information. Employees
of the school and DPS divisions will be impacted by the employee contribution rate increase and
the salary definition change. Finally, the bill may have an impact on hiring and employee behavior
related to hiring, retention, and retirement.

Employer contribution rate increase for school districts. The bill increases employer
contribution rates for the school and DPS divisions by 0.25 percent beginning in FY 2019-20. The
cumulative impact on the school and DPS divisions is estimated at $13.8 million in FY 2019-20 and
$14.3 million in FY 2020-21.

Impact of salary definition change. The bill's salary definition change will create an
expenditure increase for the school and DPS division employers estimated at $4.7 million in
FY 2019-20 and $9.2 million in FY 2020-21.

Conditional contribution rate increases. The automatic rate adjustment mechanism will
raise or lower employer and employee contribution rates for the school and DPS divisions if certain
conditions are met, as shown in Table 5. The fiscal note assumes a rate adjustment will not occur
until an economic recession; therefore, no estimate has been made.
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Updates to employee benefit information. Beginning in the current FY 2017-18, the
school and DPS division employers will have an increase in workload to update relevant websites
and materials to reflect the bill's changes to the PERA benefit.

Impact on employees. Like state and local government employees, school district
employees will pay an increased contribution rate to PERA of 0.75 percent in FY 2019-20,
1.5 percent in FY 2020-21, and 2.0 percent in FY 2021-22 and ongoing, which is estimated to have
a cumulative impact of $41.4 million in FY 2019-20 and $85.6 million in FY 2020-21 on school
district employees. The impact of the new salary definition is estimated to have a cumulative
impact of $2.0 million in FY 2019-20 and $4.3 million in FY 2020-21. Changes to employee
benefits can impact employee behavior related to hiring, retention, and retirement; however, the
fiscal note has made no assumptions about these impacts.

Effective Date

The bill was signed into law by the Governor and took effect on June 4, 2018.

State Appropriations

The bill requires and includes a General Fund appropriation of $200,000 to the Legislative
Department. In FY 2018-19, the State Treasurer will issue a warrant in the amount of
$225,000,000 to the Colorado Public Employees' Retirement Association utilizing the General Fund
set-aside in the 2018 Long Appropriations Bill.

State and Local Government Contacts

All State Agencies All Local Agencies PERA

The revenue and expenditure impacts in this fiscal note represent changes from current law under the bill for each fiscal
year. For additional information about fiscal notes, please visit: leg.colorado.gov/fiscalnotes.



Appendix A
State Expenditures by Fund Source*

Department

Incremental 
Need for FY20

General 
Fund

Cash 
Funds

Reappropriated 
Funds

Federal 
Funds

Incremental 
Need for FY21

General 
Fund

Cash 
Funds

Reappropriated 
Funds

Federal 
Funds

Agriculture $64,679 $21,243 $43,436 $0 $0 $119,303 $39,183 $80,120 $0 $0
Corrections $1,580,779 $1,535,094 $45,685 $0 $0 $3,235,065 $3,141,571 $93,493 $0 $0
Education $387,316 $135,444 $56,238 $42,372 $153,261 $533,115 $186,430 $77,408 $58,323 $210,954
Governor's Office $165,720 $86,224 $39,292 $20,566 $19,638 $211,863 $110,232 $50,233 $26,292 $25,106
Governor's Office of IT $484,851 $5,382 $0 $479,469 $0 $725,822 $8,057 $0 $717,765 $0
Health Care Policy & Financing $386,581 $145,509 $21,571 $9,471 $210,030 $505,602 $190,309 $28,213 $12,387 $274,694
Higher Education** $3,927,000 $0 $3,927,000 $0 $0 $4,857,000 $0 $4,857,000 $0 $0
Human Services $1,847,889 $1,192,554 $127,782 $282,357 $245,196 $2,972,923 $1,918,606 $205,578 $454,263 $394,477
Independent Judicial Agencies $768,750 $666,503 $102,247 $0 $0 $997,087 $872,788 $124,299 $0 $0
Judicial Department - Judges $644,497 $593,647 $50,851 $0 $0 $857,008 $857,008 $0 $0 $0
Judicial Department - Non-Judges $1,970,470 $1,815,000 $155,470 $0 $0 $2,619,706 $2,619,706 $0 $0 $0
Labor $1,164,862 $59,184 $488,561 $8,801 $608,317 $1,426,960 $72,501 $598,488 $10,781 $745,190
Law $454,078 $127,110 $52,510 $262,657 $11,801 $590,493 $165,297 $68,285 $341,564 $15,347
Legislature $548,806 $548,806 $0 $0 $0 $632,227 $632,227 $0 $0 $0
Local Affairs $144,726 $28,743 $17,509 $65,772 $32,702 $185,218 $36,784 $22,408 $84,174 $41,852
Military Affairs $56,408 $20,777 $931 $0 $34,700 $83,672 $30,819 $1,381 $0 $51,472
Natural Resources $1,125,568 $178,729 $883,729 $34,881 $28,229 $1,484,823 $235,775 $1,165,794 $46,015 $37,239
Personnel $392,214 $147,786 $27,377 $217,051 $0 $478,068 $180,136 $33,369 $264,563 $0
Public Health $1,378,654 $193,411 $469,983 $162,378 $552,882 $1,827,995 $256,449 $623,164 $215,301 $733,081
Public Safety $925,015 $216,444 $609,409 $71,929 $27,232 $1,497,417 $350,381 $986,514 $116,439 $44,084
Regulatory Agencies $382,996 $13,282 $341,311 $22,846 $5,557 $508,778 $17,644 $453,402 $30,349 $7,382
Revenue $731,502 $306,770 $423,832 $900 $0 $986,850 $413,855 $571,781 $1,214 $0
State $164,026 $0 $164,026 $0 $0 $195,494 $0 $195,494 $0 $0
Transportation** $589,924 $0 $589,924 $0 $0 $607,622 $0 $607,622 $0 $0
Treasury $40,315 $24,121 $16,194 $0 $0 $47,049 $28,150 $18,899 $0 $0

TOTALS $20,327,626 $8,061,763 $8,654,868 $1,681,450 $1,929,545 $28,187,160 $12,363,908 $10,862,945 $2,379,430 $2,580,878

Sources:  Departments of Personnel and Administration and Transportation, institutions of higher education. 
* Totals may not sum due to rounding. Calculations based on gross salary. PERA need distributed across personal services and program lines for contract employees.  Estimates based on FY 18-19 compensation templates and do not
   include PERA needs for any positions approved through the budget or supplemental process.

FY 2019-20 FY 2020-21



Institution FY 2019-20 FY 2020-21**
Adams State University 110,000$       113,000$            
Aims Community College 79,000$         83,000$              
Auraria Higher Education Center 43,000$         45,000$              
Colorado Mesa University 58,000$         62,000$              
Colorado Mountain College 152,000$       157,000$            
Colorado School of Mines 212,000$       218,000$            
Colorado State University 1,371,000$    1,852,000$         
Community College System 710,000$       732,000$            
Fort Lewis College 20,000$         21,000$              
Metropolitan State University of Denver 105,000$       108,000$            
University of Colorado System 940,000$       973,000$            
University of Northern Colorado 112,000$       477,000$            
Western State Colorado University 15,000$         16,000$              
TOTAL 3,927,000$    4,857,000$         

Source: Institutions of Higher Education
*   Totals have been rounded. 
**  Where FY 2020-21 costs were not estimated by institution, fiscal note assumes
     3 percent growth.

Appendix B
Higher Education Expenditures Under SB 18-200*
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