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URS Fiscal Analysis of 2024 S.B. 140, “Utah Retirement System Amendments”

This document has been prepared by the Utah Retirement Systems (URS).

Summary of Fiscal Impact
If enacted, 2024 S.B. 140, “Utah Retirement System Amendments,” will not result in a material fiscal impact on URS and its systems. This
bill may impact affected participating employers and members as described below.

Affected Systems/ Employee Groups
Those Systems’ Actuarial Accrued Liability

Fiscal Impact:
Increase in unfunded
actuarial accrued liability
(UAAL)

Change in funded status

Fiscal Impact:
Increase in actuarially
determined contribution
rates

Fiscal Impact:
Annual cost for Fiscal
Year 2024-2025

All Systems

All Systems - Actuarial Accrued Liability: $44.8 Billion

No increase in UAAL.

No change to funded ratio.

No increase in contribution
rates.

No general additional
ongoing costs for all
participating employers
and members.

Proposed Legislative Provisions
This bill authorizes, but does not require, a participating employer to elect to “pick up” and pay required member contributions that
exceed the statutory contribution cap (10% of pay) on behalf of its employees that are members of the Public Employees' Tier
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2 Hybrid Retirement System.

The bill also requires an employer that elects to pick-up employee contributions for its Hybrid System employees to make an
additional non-elective contribution to employees who have selected the Tier 2 Public Employees’ Defined Contribution Plan (401(k)
only option) equal to the picked-up amount.

For governmental defined benefit pension plans, under Section 414(h)(2) of the Internal Revenue Code, an employer may “pick-up”
the employee’s portion of the retirement contribution to a qualified pension plan. Employer retirement contributions are paid with
pre-tax dollars and are not taxed to the employee until the benefit is distributed. Employee contributions to a defined benefit plan
are treated as being paid with after-tax contributions, which are subject to employer and employee income tax and Social Security
and Medicare tax (FICA) taxes. If an employer “picks-up” the employee contributions and certain tests are met, then the employee
contributions are considered employer contributions, paid on a pre-tax basis, and are excludable from gross income.

Discussion and Actuarial Analysis: Employer and Member Impacts
This bill does not alter benefit design or make substantive benefit modifications. An employer’s optional “pick-up” election would
not increase the normal cost portion of the contribution rates but would result in higher employer contributions paid to cover the
required employee contribution amounts.

For example, if an employer elected to “pick-up” all of the new required Tier 2 Public Employees’ System member contributions of
0.70% of pay on behalf of these public employees (shown in column (1) in the attached exhibit of FY 2024-25 preliminary Tier 2
System contribution rates), then the employer would pay the total required contributions shown in column (7) of the left box in the
attached exhibit. In addition, that employer’s optional election would result in the amount being “picked-up” (0.70% in this example)
being added to the employer required contributions shown in column (5) of the right box in the exhibit for the Tier 2 Defined
Contribution Plan.

For a Tier 2 Public Employees’ System member, if their employer does not elect to “pick-up” the new required Tier 2 Public
Employees’ System member contributions of 0.70% of pay, that amount must be contributed by the employee on an after-tax basis
each pay period.

This legislation does not affect employer pick-ups for the Tier 2 Public Safety and Firefighter Retirement Systems.
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Administrative Cost Analysis
Implementation of the bill is not expected to affect administrative costs, but if any such costs are incurred, they will be handled
within existing budgets and will not result in direct, measurable costs for URS. Accordingly, this bill likely will not have a material
fiscal impact on URS, nor will it increase actuarially determined contribution rates.



Utah Retirement Systems
Preliminary Tier 2 Retirement Contribution Rates as a Percentage of Salary and Wages
Fiscal Year July 1, 2024 - June 30, 2025

Preliminary Tier 2 Hybrid Retirement System Preliminary Tier 2 Defined Contribution Plan
(1) (2) (3) (4) (5) (6) (7) Employee Employer (1) (2) (3) (4) (5) Employee Employer

Employer Employer Total Increase Increase Total Increase Increase
Employee Hybrid Plan Hybrid Plan Total Employer Required (Decrease) (Decrease) Employee Employer Required (Decrease) (Decrease)

Tier 2 DB Plan DC Plan Death Tier I Rate Contribution From From Tier 2 Tier 2 Death Tier I Contribution From From
DB Rate Rate Rate Benefit* Amortization % (2) + (3) + (4) + (5) (1) + (6) Prior Year Prior Year Rate Rate Benefit* Amortization % (1)+(2)+(3)+(4) Prior Year Prior Year

Public Employees
Contributory Retirement System

11- Local Government *** 0.70 10.00 0.00 0.08 6.87 16.95 17.65 0.70 (1.00) 0.00 10.00 0.08 6.87 16.95 0.00 (1.00)

Public Employees
Noncontributory Retirement System

15- Local Government *** 0.70 10.00 0.00 0.08 5.11 15.19 15.89 0.70 (1.00) 0.00 10.00 0.08 5.11 15.19 0.00 (1.00)
16- State and School 1 0.70 10.00 0.00 0.08 9.44 19.52 20.22 0.70 (0.50) 0.00 10.00 0.08 9.44 19.52 0.00 (0.50)
18- Higher Education 0.70 10.00 0.00 0.08 9.94 20.02 20.72 0.70 0.00 0.00 10.00 0.08 9.94 20.02 0.00 0.00

Public Safety
Contributory Retirement System

23- Other Division A (2.5% COLA) 4.73 14.00 0.00 0.08 11.27 25.35 30.08 2.14 (0.50) 0.00 14.00 0.08 11.27 25.35 0.00 (0.50)

Public Safety
Noncontributory Retirement System

42- State 4.73 14.00 0.00 0.08 17.96 32.04 36.77 2.14 (0.50) 0.00 14.00 0.08 17.96 32.04 0.00 (0.50)
43- Other Division A (2.5% COLA) 4.73 14.00 0.00 0.08 11.25 25.33 30.06 2.14 (0.50) 0.00 14.00 0.08 11.25 25.33 0.00 (0.50)
75- Other Division A (4.0% COLA) 4.73 14.00 0.00 0.08 12.41 26.49 31.22 2.14 (0.50) 0.00 14.00 0.08 12.41 26.49 0.00 (0.50)
44- Salt Lake City 4.73 14.00 0.00 0.08 24.20 38.28 43.01 2.14 0.00 0.00 14.00 0.08 24.20 38.28 0.00 0.00
45- Ogden 4.73 14.00 0.00 0.08 26.30 40.38 45.11 2.14 0.00 0.00 14.00 0.08 26.30 40.38 0.00 0.00
46- Provo 4.73 14.00 0.00 0.08 19.61 33.69 38.42 2.14 0.00 0.00 14.00 0.08 19.61 33.69 0.00 0.00
 47- Logan 4.73 14.00 0.00 0.08 18.87 32.95 37.68 2.14 (0.50) 0.00 14.00 0.08 18.87 32.95 0.00 (0.50)
48- Bountiful 4.73 14.00 0.00 0.08 26.89 40.97 45.70 2.14 0.00 0.00 14.00 0.08 26.89 40.97 0.00 0.00
49- Other Division B (2.5% COLA) 4.73 14.00 0.00 0.08 9.95 24.03 28.76 2.14 0.29 0.00 14.00 0.08 9.95 24.03 0.00 0.29
76- Other Division B (4.0% COLA) *** 4.73 14.00 0.00 0.08 13.94 28.02 32.75 2.14 (1.00) 0.00 14.00 0.08 13.94 28.02 0.00 (1.00)

Firefighters' Retirement System
31- Division A** 4.73 14.00 0.00 0.08 0.00 14.08 18.81 2.14 0.00 0.00 14.00 0.08 0.00 14.08 0.00 0.00
32- Division B** 4.73 14.00 0.00 0.08 0.00 14.08 18.81 2.14 0.00 0.00 14.00 0.08 0.00 14.08 0.00 0.00

* Employer paid active member death benefit (75% of salary) per Utah Code Section 49-22-501 and 49-23-501.
** For Firefighters, the fire insurance premium offset was applied first to the amortization charge, leaving no amount owed to Tier I by employers for Tier 2 Firefighters

*** Employer contribution rate decreased from the prior fiscal year due to a reduction in the Tier 1 amortization rate in accordance with the Retirement Board's adopted contribution rate management program, which is based upon system funding progress
1 Public School Districts and Charter School rates are effective September 1, 2024 - August 31, 2025Pre
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