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Summary Information

Overview. The bill reduces the employer contribution rate for the Denver Public Schools (DPS) Division of
the Public Employees’ Retirement Association from 10.4 percent to 7.4 percent of the member's salary.

Types of impacts. The bill is projected to affect the following areas on an ongoing basis:

e State Expenditures e  Statutory Public Entity
e Local Government e School Districts

Appropriations. No appropriation is required.

Table 1
State Fiscal Impacts

Budget Year Out Year
Type of Impact FY 2025-26 FY 2026-27
State Revenue $0 $0
State Expenditures $0 $0
Transferred Funds $0 $0
Change in TABOR Refunds $0 $0

Change in State FTE 0.0 FTE 0.0 FTE
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Summary of Legislation

The bill reduces the employer contribution rate for the Denver Public Schools (DPS) Division of
the Public Employees’ Retirement Association (PERA) from 10.4 percent to 7.4 percent of the
member’s salary. The DPS Division member contribution rate percentage is unchanged.

Background

True Up Background and DPS Division Employer Contribution Rate

When the DPS Retirement System merged with PERA in 2010 through Senate Bill 09-282, the bill
required a periodic “true up” calculation to be performed beginning in 2015 and every five years
thereafter, with the purpose of determining the total DPS Division employer contribution rate
that would result in the equalization of the ratio of unfunded actuarial accrued liability over
payroll between the DPS and School Divisions at the end of the 30-year period beginning
January 1, 2010. The last true-up occurred through House Bill 15-1391, which reduced the DPS
Division employer contribution rate from 13.75 percent to 10.15 percent, making it equal to the
School Division contribution rate.

Senate Bill 18-200 increased employer contribution rates for all but the Local Government
Division by 0.25 percent, resulting in the DPS Division's current statutory employer contribution
rate of 10.4 percent. Additionally, the Automatic Adjustment Provision (AAP) enacted in Senate
Bill 18-200 has increased this contribution rate by 1 percent (0.5 percent on July 1, 2020 and
0.5 percent on July 1, 2022), to 11.4 percent as of this writing.

Comparing DPS and School Division Funded Status and Contribution Rates

The assumed amortization period for the DPS Division as of PERA’s 2023 Annual Comprehensive
Financial Report is 6 years. Put another way, the DPS Division is 89.6 percent funded. The School
Division has a 23-year amortization period, and is 66.7 percent funded.

The employer contribution rates for each division are technically the same, but the DPS
Division’s employer contribution rate is also reduced by payments to finance the Pension
Certificates of Participation (PCOPs) issued in 1997 and 2008, and refinanced in 2011 and 2013.
In CY 2025, the PCOP credit is 9.7 percent against the DPS Division’s contribution amount, and
expected to reduce year over year through CY 2037, when the PCOPs are fully paid.

2025 True Up Calculation

In the true-up calculation performed this year, PERA’s actuary used the December 31, 2023,
actuarial valuation and the following assumptions:

e 7.25 percent return on market-value of assets for all future years
e 1 percent increase per year in the number of active members
e New members have similar characteristics as those hired in last five years


https://leg.colorado.gov/sites/default/files/pera_ip_memo_2024_update-accessible.pdf#page=6
https://content.copera.org/wp-content/uploads/2024/07/pera-actuarial-valuation-review-state-school-local-government-judicial-dps-division-trust-fund-2023.pdf
https://content.copera.org/wp-content/uploads/2024/07/pera-actuarial-valuation-review-state-school-local-government-judicial-dps-division-trust-fund-2023.pdf
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e Starting salaries for new hires is assumed to grow at 2.3 percent per year
¢ No changes to Employer and Member Contribution Rates due to future AAP assessments

The calculation found that in order to equalize the unfunded actuarial accrued liability for the
two divisions, the DPS Division employer contribution rate could be reduced by 10.15 percent.

The PERA Board of Trustees has not made a recommendation regarding the true-up.

State and Local Expenditures

The bill may trigger a sooner activation of the AAP. If activated, the AAP would increase state
and local employer and employee contribution rates by 0.5 percent, and reduce the annual
increase for retirees by 0.5 percent. The bill alone will not trigger the activation, the AAP is
dependent on multiple factors affecting PERA’s unfunded liability.

School District

Denver Public Schools will have a cost savings estimated at $31.2 million in CY 2025,
$32.3 million in CY 2026, and similar amounts ongoing.

Statutory Public Entity

The bill will reduce contributions to the DPS division in PERA by an estimated $31.2 million in
CY 2025, $32.3 million in CY 2026, and similar amounts ongoing.

Effective Date

The bill takes effect upon signature of the Governor, or upon becoming law without his
signature.

State and Local Government Contacts

Denver Public Schools Public Employees' Retirement Association

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 the General Assembly website.
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