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PUBLIC EMPLOYEES’ RETIREMENT ASSOCIATION (PERA) 
FY 2022-23 JOINT BUDGET COMMITTEE HEARING AGENDA 

 
 Thursday, December 9, 2021 
 11:00 am – 12:00 pm 
 

1. [Sen. Moreno]  Please discuss the change in actuarial assumptions that were made and the impact 
they had on PERA’s liabilities. 

 
In 2020, the Board of Trustees’ reviewed PERA’s actuarial assumptions through a process 
known as an Experience Study, which takes place every four years. This review covered the 
period of January 1, 2016 through December 31, 2019. The net effect of the assumption 
changes, as recommended by the Board’s actuarial service provider, increased PERA’s 
accrued liabilities by $3.1 billion dollars. While some actuarial assumptions remained the 
same, the Board adopted the following recommendations: 

- Lowering the inflation assumption from 2.40 percent to 2.30 percent. 
- Lowering the payroll growth rate assumption from 3.50 percent to 3.00 percent. 
- Lowering the active member growth assumption for each division. Current growth 

assumptions range from 1.00 percent to 1.25 percent. Newly adopted growth 
assumptions range from 0.25 percent to 1.00 percent. 

- Changes to mortality assumptions and other demographic assumptions. 
 

The details of the assumption changes are described in the Actuary’s Certification Letter 
that is in the actuarial section of the 2020 PERA Comprehensive Annual Financial Report.  

 
The net effect of these changes results in an increase in PERA’s liabilities, which includes 
the value of current and future benefit payments. As a result of the changes in assumptions 
and the demographic experience in 2020, the automatic adjustment provision (AAP) goes 
into effect and will be implemented in July 2022. 

 
2. [Sen. Moreno]  Within the context of the changed assumptions, please discuss the auto adjustments 

that are made to employer and employee PERA contribution rates.  In addition, please describe 
the statutory limits on the auto adjustments. 

 
The primary intent of the AAP is to gauge the adequacy of the contributions (both employer 
and employee) coming into the pension trust fund against the amount required to reach full 
funding by 2047.  

 
Pursuant to C.R.S. § 24-51-413, the AAP assessment is a comparison of two blended rates, 
weighted across all five Division Trust Funds, defined as: the “Blended Total Contribution 
Amount” (employer contribution rates + member contribution rate + direct distribution as a 
rate of pay) divided by the “Blended Total Required Contribution” (actuarially determined 
contribution (ADC) rate + member contribution rate), determining a resulting ratio. If the 
resulting ratio falls within an acceptable corridor (98 percent to 119 percent), no adjustments 
are made. If the resulting ratio does not achieve a minimum benchmark (less than 98 
percent), adjustments are applied in an equitable manner of impact resulting in increases in 
contributions and a decrease in the Annual Increase (AI) cap. If the resulting ratio exceeds 
the acceptable corridor (120 percent or greater), adjustments are applied in an equitable 
manner of impact resulting in decreases in contributions and an increase in the AI cap. 
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Limits are placed on how much these amounts can change in a single year and 
cumulatively. The AAP limits for contributions and the AI are below: 

- Adjustments (increases or decreases) to each of the Employer Contribution Rates and 
the Member Contribution Rates cannot exceed 0.50 percent in any one year, and cannot 
exceed more than 2.00 percent above or below standard contribution rates as set by 
Senate Bill 18-200.  

- Adjustments to the Annual Increase (AI) cap cannot exceed 0.25 percent in any one 
year, and 
o Cannot exceed a 2.00 percent AI cap maximum 
o Cannot fall below a 0.50 percent AI cap floor 

 
Based on the results of the AAP assessment which utilized the December 31, 2020, actuarial 
valuation performed for funding purposes, effective July 1, 2022, each of the member and 
employer contribution rates will increase 0.50 percent, with no adjustment to the $225 million 
(actual dollars) direct distribution. 

 
Further information regarding the AAP and methodology used can be found in more detail in 
actuarial section of the 2020 PERA Comprehensive Annual Financial Report. 

 
3. [Sen. Moreno]  What is the year-over-year change in retirements in each of the divisions for the past 

five years? 
 

The information requested on number of retirements per division by year since 2015 is 
included below, as well as total active membership data per division over this same period.  
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4. [Sen. Moreno]  How did the missed $225 million direct distribution payment in 2020 affect retirees’ 

COLA adjustments? 
 

Any modifications to the amount of contributions to PERA has an impact on the AAP 
calculation. While a reduction increases the likelihood the AAP will be triggered, thus reducing 
the AI for retirees, the direct distribution payment to PERA that was suspended for FY2020-
21 did not, in isolation, trigger the AAP that was announced in 2021 with the release of the 
annual report for the year ended December 31, 2020.  
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