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request with personal memoranda providing them with information needed to 
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policies, however, is facilitated by the facts provided and the form in which 
they are presented. 
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F O R E W O R D  

The right of policemen and firemen to pension benefits has been established 
by law in Colorado for many years. For  example, in 1903, the General Assembly 
authorized firemen's pension benefits for cities over 100,000 population (Denver). 
In 1913, a s t a t e  law was passed, providing for police pension benefits in Denver. 
(T& Denver Charter was amended in 1904 to include provisions for a policemen's 
pension fund. ) In 1917, a s ta te  law was enacted, providing for firemen's pensions 
in all cities and towns with organized fire departments (paid o r  volunteer). In 1927, 
€he General Assembly authorized police pension funds in all cities and towns with 
not less than 25,000 population, and this was extended in 1937 to all  communities 
with a full-time police force. 

State participation in the financing of these funds dates back to 1917, when a 
portion of the revenue collected from the 2% tax on premiums written by foreign 
and alien insurance companies was "earmarked" for distribution to the firemen's 
pension funds. Perhaps the strongest statement with respect to state participation 
in the financing of these local pension funds was made in the first section of 
House Bill 438 (Chapter 173, Session Laws of 1935), relating to police pensions, 
wherein the General Assembly declared: 

"The General Assembly hereby finds and determines that the various 
policemen and police officers, in saving and protecting the lives and 
property of the citizens and residents of the State of Colorado, are  
performing state duties and a re  rendering services of a special ben- 
efit to the State of Colorado; and that i t  i s  the province, right and 
oblrgzribn of the State of Colorado to care  for members of the police 
force who are  entitled to retirement because of length of service o r  
old age, o r  because they have been injured o r  disabled in service, 
and to also care  for the widows, dependent mothers and dependent 
children of such policemen. " 

It was in this same legislative enactment that an appropriation of $150,000 
was made from the General Furid to be distributed to cities with in excess of 
25,000 population on the basis of full-time policemen employed. This particular 
enactment was superseded two years later when a state levy of 2/10 mill on all 
property was established, with the proceeds to be distributed to police pension 
funds in all cities and towns with one o r  more full-time policemen. In 1956, 
this mill% distribution amounted to $432,401.36. (For a deta~ied breakdown 
of the amount received in 1956 by each eligible community, see Appendix A of 
this report.) 

A s  a further indication of legislative intent to support local pension funds, 
the General Assembly, in 1955, set the annual state support of firemen's pension 
funds at $400,000, after the proceeds from the 2% tax on premiums on foreign 
and alien f i re  insurance companies had dropped to $178,000 per year. (For a 
detailed breakdown of the amount received in 1956 by each eligible community, 
see Appendix A of this report. ) 
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Although over the years amendments have been made to these pension laws, 
many of the provisions stand the same a s  when introduced. Thus, i t  would appear 
that the legislative intent is clear and of long standing with respect to the General 
Assembly's position on local policemen's and firemen's pensions. The essential 
problem with which this study by the Legislative Council is concerned is that of 
determining whether o r  not the intent of the General Assembly, that is, the p w -  
viding of pension benefits for policemen and firemen in Colorado, is being fulfilled. 

This study has examined the various facets of the pension question: First ,  the 
status of statutory provisions relating to pension benefits for policemen and fire- 
men in Colorado and, a s  a matter of general information, how these benefits compare 
wi tk  those provided for other governmental employees; second, the financing of 
these pension funds and the status of these funds in the cities and towns in Colorado; 
third, the problems, i f  any, which policemen and firemen believe to exist with the 
present statutory provisions, benefit-wise and/or finance-wise; fourth, an actuarial 
evaluation of the existing provisions; and fifth, corrective action, if any, which is 
necessary in order to provide sound pension programs for the policemen and fire-  
men of this state. 

The report herewith presented covers each of the above facets. It is to be 

hoped that the emphasis upon each of the items in the report is proper and that 

the entire subject matter is presented in such a manner a s  to provide a proper 

perspective. 


In making this study, the cities of Denver, Pueblo, and Colorado Springs have 
been considered separately from other cities and towns, due to the difference in 
s ize  and number of policemen and firemen employed. Furthermore, each of these 
ci t ies had actuarial surveys made of the pension funds for their officers. The 
handling of these cities separately from others is not to imply that they do not have 
pension fund problems, but i t  only reflects a recognition of the fact that, because 
of size, they a r e  in a different position in handling this matter than a r e  their smal- 
ler s i s te r  communities. 

The Legislative Council wishes to express i t s  sincere appreciation to the many 
persons who helped make this report possible. To enumerate them is to r isk  over- 
looking some. However, particular appreciation must be accorded to Mr. Neil Horan, 
Counsel for the organized firemen; Mr. Raymond Heath, Executive Secretary, PERA; 
Mr.  A. V. Wilson, Director, Division of Retirement Coverage, Colorado State Depart- 
m n t  of Employment; Mr. A. G. Gabriel, Consulting Actuary; Mr. Ear l  D. Towning, 
Assistant Chief of Police, Greeley; Mr. Jay Bell, Director, Colorado Municipal League; 
Mr. William Grelle, Director, Bureau of State and Community Service, University of 
Colorado. Also, appreciation is extended to the officials of the ninety-five cities and 
towns, a s  well a s  of Denver, Pueblo, and Colorado Springs, and to the forty-nine fire 
protection districts who took time to answer the lengthy questionnaires sent to them 
by the Council. 

The Council presents this report, not a s  a completed study but, rather, a s  Part I 
of what i t  believes to be  a two-part undertaking. If there is general agreement among 
interested persons and organizations on the findings presented herein, it is hoped 
that the 41st General Assembly will see f i t  to instruct the Council to proceed in a 
manner which 's outlined on the following pages. 
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IN B R I E F  

The Legislative Council, after receiving and discussing the staff report of 
the study into the matter of policemen's and firemen's pensions in Colorado, took 
the following action regarding this matter: 1 

'Representstive Sellens moved, Senator Cheever seconding, that the 
state of Colorado not expand its support of the police and f i re  pen- 
sions any further, save and except that it provide an actuarially 
sound pension program. " 

Herewith is  presented the report of the Legislative Council on the matter of 
policemen's and firemen's pensions in Colorado. It provides a comprehensive re-
view of this subject insofar as i s  possible, considering that not all communities 
did see fit to complete and return the questionnaires which were sent to them by 
the Council. However, judging from the information contained in those returns 
which the Council did receive, it is clear that, at present, the financing of these 
pension programs is unrelated to the benefits provided and does not provide for 
pension funds which a re  actuarially sound.2 It appears unwise for  the state to 
increase the amount of money which it distributes annually to these local pension 
funds, or ,  for that matter, to continue indefinitely to distribute monies at  the exist- 
ing level of state support without careful review of the entire matter of policemen's 
and firemen's pensions by an actuary. 

Pensions a re  a matter of mutual agreement between the employer and the em-
ployee o r  his representative. In the case of the policemen's and firemen's pen- 
sions in Colorado, there i s  not at this time any evidence (except in a few com-
munities) which indicates that there is general agreement between employer and 
employee with respect to pensions and the proper financing of the benefits already 
provided by state law. Rather, the state is being looked to, by employee repre- 
sentatives particularly, a s  the agency which can best establish the pattern for 
sound pensions. I£, however, these pension funds a r e  to be placed on a sound 
financial basis, there will be required, in addition to state monies, a sizeablecon-
tribution from the employees and a substahtial contribution from the employer. 

Employee representatives indicate that an employee contribution of 3 1/2% is 
acceptable; yet, actuaries point to a 5% employee contribution. Reports are  that 
some cities have indicated a willingness to contribute for policemen and firemen 
the same percentage of payroll which they a r e  contributing for other municipal em- 
ployees covered under the Federal Old Age and Survivors' Insurance (OASI) program, 
which, currently, amounts to 2% (increased to 2 1/4% on January 1, 1956). This is  
considerably short of the 15-20% which actuaries indicate would be a minimum em-
ployer contribution br  current pensjon benefits (probably more will be required to 
"catch up" with the accrued benefit entitlement). 

1Regular Quarterly 'Meeting, September '26, 1956. 

'1n the case of firemen, statutory provisions has been made for local mill 
levy contributions. 



-- 

Several things a re  involved in this pension study which the Legislative Council 
was not in a position to accomplish in 1956. 

1. 	 It was financially unable to have a complete actuarial survey 

made of all of the hundreds of policemen's and firemen's 

pension funds in Colorado. 


2. 	 It could not have an actuary review the cost of a proposed pension 
program which had the joint approval of policemen and firemen a s  
well a s  municipal officials, because such a program has not been 
developed. Policemen and firemen, at this time, each appear to 
prefer to go their separate ways, and municipal officials (for the 
state a s  a whole) have not given any indication of what they would 
consider an acceptable program. Until there is a closer area 
of agreement on the part of all concerned at the local level, there 
i s  serious doubt a s  to whether the money spent at  the state level 
for  studies of this matter will beat fruit commensurate with the 
expenditure. 

3.  	 Until federal legislation is enacted which will permit policemen 
and firemen in Colorado to conduct referendi on the question of 
obtaining Federal OASI coverage (and representatives of these men 
have indicated that they a r e  not in favor of such a step), there 
is little to be obtained from making a study of combining exist- 
ing pension benefits with OASI o r  converting entirely to OASI 
coverage, unlCss, of course, spokeemen for the three interested 
groups--policemen, firemen, and municipal officials--indicate a 
serious desire to explore the advantages of utilizing the federal 
OASI program. 

Simply stated, this is a matter for which local government in Colorado 
should assume primary responsibility, and until there ia more agreement at  the 
local level between employee groups and employer, it i s  untimely for the General 
Assembly to take any action regarding policemen's and firemen's pensions. This 
is not to say that action is not needed--IT IS, and soonl Therefore, it i s  sug- 
gested that a legislative resolution be passed early during the 1957 session, 
authorizing the Legislative Council to appoint a committee consisting of represent- 
atives of the policemen, firemen (regular a s  well a s  volunteer), cities and towns 
(by population groups), fire protection districts, and the General Assembly, and 
that such committee be directed to come forth as quickly a s  possible with a 
comprehensive plan, agreeable to local government representatives and employee 
groups, for solving this serious problem. 

Two additional legislative acts a r e  suggested for consideration: One, approp-
riate $7,500 from the police pension fund mill levy receipts, and $7,500 from 
the state appropriation for the firemen's pension fund, to finance the work of 
this committee and for the actuarial surveys which will be needed, the unused 
amount to be returned to these funds; and, two, pass a Joint Memorial requesting 



the 85th Congress to amend the Social Security Law to authorize referendi by 
policemen and firemen members of pension funds in Colorado to determine whether 
or  not they desi re  Federal OASI coverage. This would be a permissive act only, 
and it  i s  needed if the study committee is to be in a position to study a l l  of the 
possible facets of this complicated pension program, including a possible combina: 
tion of existing statutory pension benefits with OASI benefits. 

The foregoing is based upon the findings and conclusions resulting from the 
staff study which has been made of policemen's and firemen' s pensions. These 
data a r e  presenteql herewith for the reader's information. 
-



I .  

-

2. 


3 ,  

4. 

5 .  

6. 

F I N D I N G S  AND C O N C L U S I O N S  

FINDINGS 

Colorado provides, by statute, for several municipal pension programs. In 
addition to the pension programs for policemen in cities and towns of over, as  
well 	a s  under, 100,000 population, and the pension program for  [iremen (paid 
and volunteer) in such municipalities, the statutes alao provide fo r  municipal 
employees to be covered under the Public Employees' Retirement Act and, in 
addtion, grant authority to cover employees under the provisions of the Federal 
QASI program. (Page 3 .) 
Benefit-wise, policemen and firemen have not heen treated similarly by the 
General Assembly. (Page 3 . )  

Pension-wise, policemen and firemen a r e  treated different from other municipal 
employees (or state and school distr ict  employees). (Page 4 . )  

In 1955, there were 1,311 policemen in the cities and towns which ceceivc 
state mill levy money for policemen's pension h ~ n d s .  These employees w r e  
distributed among at  least 140 different pension programs. Based upon inconlplete 
questionnaire returns,  there were a t  least 903 paid, full-time, and a t  least 
606 volunteer firemen in the cities and towns receiving pension fund money 
from the state tax collections on insurance premiums. These employees were 
distributed among 51 different pension funds. (A total of 161 cities and towns 
have firemen's pension funds. ) There  were 1,001 municipal employees (other 
than policemen and firemen) from 7 cities with coverage under the state re-
tirement act  (PERA), and 17,503 employees (other than policemen and firemen) 
of local uxlits of government (counties, ci t ies,  special distr icts)  with coverage 
under the Ede ra l  OASI program. (Pages 5- 7. ) 

Volunteer firemen play a considerable role in providing f i re  protection to 
cities and towns throughout Colorado. (Paze 3.) 

Information regarding policemen's pension funds (90 reporting cities, exclusive 
of Denver, Pueblo, and colorado Springs): (Pages 8 - 9 . ) 

a .  	 17 communities have no police payroll o r  pension funds; 
6 communities have a pension fund but no police payroll; 
1 community combines the policemen's and firemen's pension funds; 

72 	communities have $1,028,408.77 in police pension funds and a 

reported annual police payroll of $933,565.37. 


b. 	15 communities a r e  paying pension fund benefits to 43 ret irants ,  widows, 
o r  dependents, in an amount totalling $34,520.52 per  year .  These 
same communities received $59,698.46 a s  their share  of the state 
?:)lice pension mill levy in 1956. 

http:$933,565.37


c .  	 Relationships between reported annual police payrolls and amounts in 
the pension fund ranged from a situation where the pension fund had a 
balance which was seven times the annual payroll to a situation where 
the annual payroll was over three times the amount in the pension fund. 
Between these two extremes were variations which serve well to illustrate 
that the present police pension fund financing does not provide f o r  proper 
actuarial funding of benefit liabilities. 

d .  	 Questionnaires from at least two communities stated that Ekderal OASI 
-	 coverage would be an improvement over the present police pension pro- 

visions. 

7. 	 Information regarding firemen's pension funds (95 r e ~ o r t i n g  cities, exclusive 
of Denver, Pueblo, and Colorado Springs): (Pages 10- 12. ) 

a .  	 22 communities have no firemen's payroll o r  pension fund; 
38.communities have a pension fund but no firemen's payroll; 
1 community combines the firemen's and policemen's pension funds; 

72 communities have $983,321.86 in firemen's pension funds, 	and a 
reported annual firemen's payroll of $51 7,9361 38. 

b . 	14 communities reported having regular firemen (full- time); 
16 communities reported having only volunteer firemen; 
5 communities reported having both regular and volunteer firemen. 

c. 	 23 communities a r e  now paying pension fund benefits to 127 retirants (in- 
cluding 23 regular firemen, 91 volunteer firemen, and 13 widows) in 
an amount totalling $63,177.96 per year. These same communities 
received $79,141.68 a s  their share of the state firemen's pension fund 
distribution in 1956. 

1 community may have to pro-rate benefit payments in 1956-57, due to 
inadequate pension fund income and reserve. 

d.  	 Relationship between reported annual firemen's payroll and amount in the 
pension fund ranged from a situation where only volunteer firemen were 
utilized (16 communities) and the balance in the fund was considerable, 
to the situation where the municipality cannot fully honor the benefits which 
h w e  been awarded. It i s  also interesting to note the situation in the 6 
municpalities reporting firemen ' s salarie's in excess of $40,000 per year. 
In 3 such cities, the payroll is considerably in excess of the balance in 
the pension fund; in 2 such cities, the fund is considerably in excess of 
payroll, and in the 6th city, the two figures a r e  almost the same. Over-
all, it w u l d  appear that these relationships illustrate that fitemen's -pension 
funds have not been financed ii- a manner \khich provides for ,roper actu-
arial  fanding c~fthe benefit liabilities. 

e .  	 Several questionnaires which were returned included remarks which stated 
that there i s  considerable concern that the present pension fund financing 
would be inadequate to meet benefit claims. 
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The following remark, which was included on the questionnaire returned 
by one community, is  of particular interest: "The pension board voted 
to give $50 monthly, with the idea that the amGunt couli be reduced at 
any time by a decision of the board." (5 members retired from the 
volunteer department on January 1, 1956; ages 75, 72, 69, 68, and 61 .) 

8. 	 Based upon the information provided a t  the request of the Legsilative Council, 

regarding the length of service, age, and salary of each fireman, regular o r  

volunteer, there a r e  a number of paid firemen who already a re ,  o r  very 

shortly will be, qualified to apply for retirement benefits. In addition, there 

is a large number of volunteer firemen who already are ,  o r  soon will ire 

qualified to apply for retirement benefits. 


Due to the fact that policemen cannot qualify for  benefits until reaching the 
age of 60 years, imminence of a sizeable number of retirants i s  not quite 
so great a s  in the case of firemen. However, there a r e  several cities and 
towns which will have four o r  five policemen eligible for retirement benefits 
in the next few years. (Page 13. ) 

9. 	 Policemen's and firemen's groups have expressed concern over the laws 

relating to their pension programs. In several respects, the two groups a r e  

in agreement, namely: (Page 14. ) 


a .  	 Administration of pension funds should be separate for policemen 

and firemen and should continue to be in local hands. 


b. 	 Employee and employer contributions should be required. 

c .  	 State financing of local pension funds should be increased. 

d.  	 Benefits should be adjusted upward. The firemen call for a 

modest' increase in widows' and dependents' benefits. The 

policemen call for substantial impmvement in benefits across 

the board. (It should be pointed out that this report shows 

that, at present, firemen a r e  provided with higher pension 

benefits than a r e  policemen. ) 


10. 	 Actuaries have reviewed the operation of the Colorado policemen's and firemen's 
pension laws in three cities and have found them, from an actuarial position, to 
be financially unsound. (Pages 19-23. ) 

a .  	 Generally speaking, one actuary expressed his opinion that the logical 
treatment of this problem in Colorado would be to have a state-wide 
retirement system for policemen and firemen (except for Denver, 
Pueblo, and Colorado Springs, unless these three cities wished to 
participate in a state-wide system). 

There a r e  advantages and disadvantages to such a system, and these a r e  
presented in this report. The actuary also indicated that, if the pension 



funds were to be maintained at  an actuarially sound level, employees 
probably would be required to contribute 5% of their salary, and mun- 
icipalities to contribute between 15 and 20% of payroll, with the state 
continuing at  about the same level of annual contribution. The "state 
fund" approach does not necessarily mean that a "pooled" pension fund 
would be utilized to finance pensions, regardless of which community 
the retirant may have worked for. The mechanics of such a program 
could, in all likelihood, be worked out i f  agreement could be reached 
between the police and fire employees and the municipal officials. 

b. 	Specifically, the funds in Denver, Pueblo, and Colorado Springs have 
been found to be actuarially unsound. In heblo ,  where an effort 
had been made to place the police pension fund on an actuarially 
sound basis, the policemen contribute 5% of salary and the city con- 
tributes 16.67% of police payroll, while the state contributed approx- 
imately 9.71%. 

In Denver, an actuarial firm has found that an employer contribution 
of 19.4% of payroll, including the state money, is required to fin- 
ance the firemen's pension fund, and in order to put this fund in an 
actuarially sound condition, an additional annual municipal contribu- 
tion of 32% of payroll will be required over the next 20 years. This 
same firm is making an actuarial study of the Denver policemen's 
pension fund. 

11. 	There a re  89 fire protection districts organized in Colorado for the purpose of 
providing fire protection services. The Legislative Council sent questionnaires 
to each such district, requesting information for this study, and received 
replies from 49. Based upon these replies and a review of the firemen's 
pension law, the Legislative Council finds: (Pages 24-26.) 

a .  	 Firemen, paid o r  volunteer, .in these districts a r e  not covered by 
the existing state laws relating to firemen's pensions. 

b. 	 A great percentage of these districts use volunteer firemen exclusively. 

c .  	 There a r e  a number of different "arrangements" whereby these dis- 
tricts accomplish their mission of "fire protection. " 

d. 	 The State Commissioner of hsurance reports that, in his opinion, it 
is not feasible to obtain a breakdown of fire insurance written in each 
of the fire protection districts a s  now defined by law. (This method 
had been suggested a s  a means of determining distribution of state 
firemen's pension funds to fire districts, if and when they were included 
in the state law relating to firemen's pensions .) 

e .  	 3 fire protection districts have their employees covered under the pro- 
visions of the Federal OASH program. 



12. 	 Important also to this entire consideration is the fact that, generally speaking, 
there is no program providing tenure for policemen and firemen in the cities 
and towns throughout Colorado. T h i ~would appear to be an important element 
in any attempt to construct a realistic pension program. 

CONCLUSIONS 

The present laws relating to policemen's and firemen's pensions in Colorado do 
not provide for an orderly system of financing the benefit entitlements which they 
establish. There a r e  numerous "pockets" of pension funds for policemen's 
and firemen's benefits located throughout the entire state of Colorado, some 
of which will be called upon to pay benefits exceeding the resources of the 
fund, and others which, in all  likelihood, will  never be called upon to pay 
out a single dollar for benefits. Yet, these latter funds continue to receive 
state money year after year. Therefore, i t  appeara that under the existing 
method of distributing state monles to policemen's and firemen's pension funds 
in Colorado, some cities and towns a r e  receiving state contributions for  which 
they may never have a need, while others need additional financing for their 
pension funds. 

2 .  	 Maintaining separate local pension funds for policemen and for firemen in each 
city and town in Colorado does not appear to provide a reasonable basis upon 
which to establish sound pension programs for these employees throughout the 
state. 

3 .  	 Volunteer firemen have been treated in an inconsistent manner throughout Colo- 
rado insofar a s  pension benefit payments a r e  concerned. 

4. 	 Employer contributions to a pension fund, based upon actuarially sound finan- 

cing principles, probably will have to be in the neighborhood of 15-20% of 

payroll- -after making allowance for the employee and state contributions. 

(Actual percentages can be determined only through an actuarial study of 

each fund. ) 


5. 	In order to build pension funds co an appropriate level and to provide reserves 
fgr "liabilities" already accrued by reason of previous years of service by a 
number of policemen and firernen, additional employer contributions a r e  likely 
to be required. 

6 .  	 It is possible that representatives of organized policemen and firemen do not 

believe that it is essential for the pension funds to be reconstructed on an 

"actuarially sound" Msis .  


7. 	 At this time, it appear impractical for the General Assembly to provide for 

an actuarially sound pension program for paid o r  volunteer employees of fire 

protection districts because: 




a .  	 Presumably, firemen of f ire protection districts will insist upon 
having separate and local pension funds and local authorities ad- 
ministering these funds; 

b. 	 There a r e  too many varying arrangements whereby the districts seek 
to accomplish their mission of f ire p ro t ecxn .  

c .  	 Fire protection districts, except in a limited number of cases, rely 
almost exclusively upon volunteers for their manpower. The existing 
statutory provisions for firemen's pensions in cities and towns ex- -	 tend pension status to volunteer firemen, but only on a permissive 
basis and for governmental jurisdictions which a r e  less heterogeneous 
than a re  the so-called special purpose districts. A volunteer fireman 
is generally regarded to be a fireman in his spare time, and he earns 
his living in some other occupation in which, in all likelihood, he is 
covered by M e r a l  OASI o r  some other retirement plan. 

d. 	 There has been little indication from fire district officials regarding 
their thinking on this problem. 

e. 	 The mechanics of equitable distribution of state collected revenues 
to such governmental subdivisions will be difficult to achieve. 
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A PARTIAL REPORT ON 

POLICEMEN'S AND FIREMEN'S PENSIONS IN COLORADO 

WHY THE STUDY? 

The Boulder, Colorado, City Council, in 1955, reviewed the status 
of i t s  municipal employees insofar a;: retirement, disability, health and 
survivor benefits a r e  concerned and cpncluded, among other things, that 
the currently applicable statutes of the state of Colorado provide fo r  num- 
erous small  retirement, disability, health and survivor insurance funds in 
the cities for the benefit of policemen and firemen. It further concluded 
that these funds a r e  administered on a local, isolated, uncoordinated basis 
and a r e  monetarily inadequate to provide certain and adequate retirement, 
disability, health and survivors benefits for  the beneficiaries designated 
by said state laws. 

The Boulder City Council was intensely concerned about the inade- 
quacy and uncertainty of retirement, disability, health, and survivors 
benefits for  i ts  policemen and firemen. In view of the fact that there 
was nothing about the Boulder operation which would set  i t  apart from 
other cities and towns in Colorado, the City Council felt that a similar  
problem probably existed in other Colorado municipalities and that, if 
anything were to be done toward improving the situation, action by the 
Colorado General Assembly would be. required. 

Therefore, the city fathers of Boulder requested their legislative 
representatives to ask for a Legislative Council study into this matter,  
and in accordance therewith, House Joint Resolution No. 2 was intro-
duced at  the regular legislative session 'in January, 1956, and received 
approval of the membership of both houses. Thus, the study by the 
Legislative Council. 



As hrrther evidence of the importance of this subject, consider the 
following newepaper clipping describing the concern of firemel! in Fort ,, 
Collins over the adequacy of the penslun fund in that city. It wlU be 
noted that thie clipping ie dated November 2, 1956. 

FORT COLLINS C&OR-ADOAN NOV 2 19% 

Revenue Needs of Firemen's 

Pension Fund Here Talked 


Co11cel.n nvcr' tlic aclec1ulrc.y of alrtr11rlrt3 tn nlmul %1,100 r year, 
Lo Fort Collin. fl lrmn's penslonl All.. l l r m r  snld lr hnnit tule cit: 
iu~:d ~IrorrlrJ gcvural tiiu1.e tlrclaon ' s~c11R.Y Vormt COIIitis Is WOUMnot 
btcunic! cllgble for vcaubra' wou Itavo lo be ! ~ J v c ? ~ c ( ~by the stab 
c \ . ~ c , i ~ n lat the Clty (louncil Imw on pcn3iolr agc and nervlcc tu, 
nlocti~rg Tlru~'~dny. rrt~i~.rmeirltlnlcss 11 saa  hcxeptln:* 

\Kc11 Iloin of Denver, advlscr ful' tlrc twncflts of tlr6 ntate tax on 
tltc Cfola-ado l*B.etnc~r'~ l~isurarice c~onrpnriiea wlrlch State lire 
Assn.. told the cobncll that flrc- &ow for fIr.emen1s pc~l~luns. 
men had sskecl hltn aeveral quc9- I*'urt &fo)llna docn palrlclpate 111 
Uons regadleu pehsions and that tlrls program, havlng rccelved $fl 
Ire COIIIC here fo answer them, 89.1 tlrl~ year flvm tlrc state fund 

Ilc rulcl state la~v sets 50 as the Tllr fund In derlvecl flvm R 2 per 
~rtlrlngage for firemen ancl re- cclrt tax on flre lnstlralrce prr 
qcllws 20 years' ~ervlce for a hlll mlums ircclved by Insurance com- 
padslon. The bcnalon -1s half thc pnlrle~ whose homc offlccs ah- wit-
averagc lnolrthly pay l*ccelved In ~ l d c  tl~e stale. 
tlre year prececllnq retiremeht Othor Itevenrre Passtble 
Vire Cltlef C. R C'al.penter raald hll-. llorn said addltlanal fundr 
one or two city .firemen are near- for penslona could be obtalned 
Inp these requirements. through a city mlll levy for that 
Dlsabled Men EHglble, purposc. Also the clty cauld eet 

Dlsabled flrpmen also may ap-'aslde motley which could be 
ply- for penslow of varloue per- matched by the firemen under a. 
ceatages of the fbll Amount, ge- $Ian elmller to the federal awlal I
pcndlng on' thelr dlsablllty and how security. 
it was Incurred. Anotl~er pasatble solution, but 

Chlef Carpenter repbrted the one whlch would requlre state ac- 
clty now 'has $30,000 in It# flre- tion, would be to lncreaae the tax 
inen'a penslon fund atld that Qa'I-on the flre lneurance premluma 
elon paymeats, paid malnly froq taken out of the etate. MY.Horn 
intereet recclved from the Invest- said tlie tax had not been Incrcaa. 
ment of the prhclpal of'the fund, ed slnce it waa first establlaherl 

a b u t  50 yea* ago. He said flre 
insurance companies receive about 
$5'7 milllon a year In Colorado In 
flre Insurance premluma. 

The couucil frdlcated a dpc ld  
meeting of the Flremea'r Penslou 
Boarcl woilld prwbably be cdlecl 
soon to dlscusu the sltuation. 



WHAT ARE THE FACTS WITH RESPECT TO PENSIONS FOR MUNICIPAL 
EMPLOYEES IN COLORADO? 

Colorado provides, by statute, for several municipal pension programs. For 
example, 

Colorado Revised Statutes, 1953, Chapter 139-49, se ts  forth the 

GENE RAL policemen's pension provisions. 


Colorado Revised Statutes, 1953, Chapter 139-50, se ts  forth the 

GENERAL firemen's pension provisions, including VOLUNTEER 

firemen. 


Colorado Revised Statutes, 1953, Chapter 139-80 se ts  forth the 
firemen's pension provisions for  CITIES OVER 100,000 POPULATION. 

Colorado Revised Statutes, 1953, Chapter 139-81, se ts  forth the 
policemn's pension provisions for  CITIES OVER 100,000 POPULA TION. 

Colorado ~e ' v i s ed  Statutes, 1953, Chapter 111-2, extends to municipal 
employees, on a permissive basis, coverage provided for state employees 
under the Public Employees Retirement Act. 

Colorado Rqvised Statutes, 1953, Chapter 111-7, authorizes munici- . 
palities to bring their employees under the benefits of the Federal 
Social Security Program (OASI). 

In addition to the above, separate provisions a r e  m d e  for employees of the 
state, school districts,  and judges of courts of record.  

A comparison of the above listed laws, setting forth differences and simi- 
larities with respect to age of retirement, years of service, benefits, etc. ,  has 
been prepared by the Legislative Council and is included a s  Appendix B of this 
report. In regard to this comparison, i t  is worthy of note at  this point to state 
that policemen and firemen have not been treated similarly by the legislature. 
For  example: 

Firemen a r e  eligible for retirement a t  age 50 after  20 years'  service. 

Policemen a r e  eligible for retirement a t  age 60 after  20 years'  service. 


A fireman's widow may be eligible for  survivors' benefits of $50 per  month. 
A policeman's widow may be eligible for  survivors' benefits of $30 per  month. 

A fireman's surviving dependent child may be eligible for  benefits of $10 monthly. 
A policeman's surviving dependent child may be eligible for  benefits of $6 monthly. 

A fireman, upon retirement, is prohibited from accepting another job a s  a 
fireman in a municipality under penalty of having his retirement payment 
suspended. 



A policeman, upon retirement, is prohibited from accepting any 
position (paying $60 per month o r  more) under penalty of 
having his retirement pay suspended during such employment. 

For firemen's pensions, cities and towns under 50,000 population 
may levy a property !tax up to one mill for support of the fire-
men's pension fund; cities between 50,000 and 100,000 may 
levy up to one-half mill; cities over 100,030 a re  provided for  
separately. 

-	 For policemen's pensions, no such authority is granted. However, 
the fund is entitled to receive a percentage of certain municipal 
fines. 

(Insofar as  could be determined, none of the cities under 50,000 
has provided for a mill levy for firemen's pensions, although it is 
reported that a t  least one community is ready to do so.) 

It is further worthy of note to point out that, generally speaking, policemen 
and firemen are  treated different from other municipal employees (or  state and 
school district employees) covered under the Public Employees -Retirement Act 

, . 	 (PGRA) o r  under the Federal Old Age and Survivors' Insurance (OASI). For 
example: 

Public Employees ' Retirkment Act 

PERA retirement a t  age 60 after 20 years' service; a t  age 55 after 
30 years' service (35 years for school employees). PERA retire- 
ment benefit is the average of 1/2 of highest monthly salary for  
any 5 consecutive years of service within 10 years of service im- 
mediately preceding retirement. 

In the case of policemen and firemen, the retirement benefit is 1/2 of 
the average monthly salary for the year preceding retirement. 

PERA requires an employee and employer contribution of 5% of salary. 
In 	 the case of policemen and firemen, except in Denver and for fire- 

men in cities of between 50,000 and 100,000 population, the stat- 
utes do not require any employee contribution toward financing 
these benefits. Employer contribution is authorized in Denver 
and for firemen's pension funds. 

PERA provides that State Highway Patrolmen and the state must con- 
tribute 7% of salary toward financing their retirement program. 
It further provides that patrolmen may ret i re  a t  age 55, providing 
a total of 20 years has been served a s  a contributing member of 
the PERA, o r  a t  any age after 30 years of service. 

PERA requires that a person has been an employee of the state and 
has paid regular monthly assessments to the retirement fund for 



a period of five years o r  more, in order to become eligible for the 
full retirement annuity (for superannuation), 1/2 pay, a.s a result of 
having become permanently incapacitated by injury sustained while in 
the performance of duty. 

In 	the case of policemen and firemen, provision is made for both tem- 
porary a s  well as permanent disability, and there is no requirement 
for a set length of tzervice in order to be eligible for such benefits. 

Old Age and Survivors' Insurance 

OASI provides for retirement at age 65, providing sufficient "quarters 
of coverage" have been earned. 40 quarters or  1/2 the quarters 
from 1-1-51 to retirement age with a minimum of 6 quarters. 

OASI provides for a monthly retirement benefit calculated a t  55% of 
the first $110 of average monthly wage, and 20% of the average 
monthly wage over $110 up to a m a x b u m  of $350 average monthly 
wage. 

OASI provides that, effective July, 1957, totally disabled persons may 
draw benefits at  age 50 if they have a total of 5 years of work in the 
10 years before establishing beginning date of disability and have 11/2 
years of work in the 3 years before that date. 

OASI provides that a retirant may earn up to $1,200 per year without re-
duction in benefits. 

OASI provides for a benefit of 1/2 of retirant's monthly benefit to his 
wife at age 65 (or at age 62 on a reduced basis). Payments to widows 
at age 62 with no reduction in benefit. 

OASI provides for widows' benefits of a lump sum death benefit and 3/4 
of the insured's benefit beginning at age 62, o r  during any period in 
which there is a "dependent" child under the widow's care. The de- 
pendent children a r e  also entitled to survivors' benefits, subject to 
total dependents' benefits not to exceed the less of $200 per month 
o r  80% of average monthly wage. 

OASI requires an employee and employer contribution (in 1956) of 2% 
of wages, up to a maximum salary of $4,200 per year: 

The number of state and local government employees covered under each of 
these programs as of June 30, 1956, was a s  follows: 

PBRA -- State Employees' Division 9,975 
School Employees' Division 12,100 
Municipal Bmployees' Division 1,001 

Total 23,076 



Municipal employees were a s  follows: 

Alamosa 19 members 
Arvada 20 I I 

Boulder 73 II 

Colorado Springs 
City Hall 
Ho spi ta 1 
Public Utilities 

Gunnison 
Pueblo City 

Health 
Wray 

(There were 16 retired municipal employees drawiig PERA benefits 
on June 30, 1956.) 

OASI - - 	 State employees 997 
All 62 counties 7,227 
121 cities and towns 2,920 
1 city & county 5,324 
Denver Water Dept. 765 
83 other local governments 1,267 

Total 18,500 

police men"^ Pension Proerams 

(Each c'ity and town has i t s  own pension program) 


In cities and towns under 100,000 population, there a r e  
59 cities and towns with 1 full-time policeman each 
31 cities and towns with 2 full-time policemen each 
13 cities and towns with 3 full-time policemen each 
25 cities and towns with 4 to 10 full-time policemen each 
4 cities and towns with 11 to 19 full-time policemen each 
5 cities and towns with 20 to 30 full-time policemen each 
1 (Colorado Springs) with 87 full-time policemen (July, 1956) 
1 (Pueblo) with 93 full-time policemen (1956) 

Cities and towns with over 100,000 population 

Denver, with 604 full-time policemen (629 in 1956) 


(For al l  cities and towns receiving state mill levy money, the total 
number of policemen is 1,311. These numbers a r e  based upon the 
figures used by the State Treasurer  to make the 1956 distribution 
of the police pension mill levy receipts.) 

Firemen's Pension h-ograms (each city has its own pension fund) a r e  a 
little more difficult .with respect to reporting precise information. The distrib- 
ution of state funds to the firemen's pensior, funds in the cities and towns is 



on the basis of census population (rather than the number of reported full-time 
officers, as i s  the case with the state distribution of funds for police pension 
funds). Therefore, the following data i s  limited to only those cities and towns 
which answered the Legislative Council questionnaire, and this information was 
supplemented with and checked against data contained in the files of the Munici- 
pal League. Out of a total of 51 cities and towns under 100,000 population 
(except Colorado Springs and Pueblo) on which fairly complete information was 
available in both the offices of the Legislative Council and the Municipal League, 
there are  

-
27 cities and towns with no full-time firemen 
4 citi'es and towns with 1 full-time fireman 
3 cities and towns with 2 full-time firemen 
1 city and town with 3 full-time firemen 

10 cities and towns with 4 to 10 full-time firemen 
5 cities and towns with 11 to 19 full-time firemen 
1 community with 20 full-time firemen 

(These data include several towns which did not respond to the Legis- 
lative Council questionnaire. ) 

At this point, i t  i s  pertinent to discuss the matter of pensions for the volunteer 
firemen who assist  in manning many of the f i re  departments in cities and towns 
throughout Colorado and who, in many communities, provide the entire f ire pro- 
tection service. 

The Colorado Statutes (139-50-16, CRS, 1953) provide that the board of 
trustees.of the firemen's pension fund in any city and .town shall pay to a vol- 
unteer fireman injured in the line of duty a s  a fireman such a sum of money 
a s  i t  shall deem proper and necessary. Such sum shall not exceed $50 per 
month and shall not be paid for a period of time exceeding one year, unless his 
injury shall be such a s  to deprive him of his earning capacity. In that event, 
he shall be paid from said fund after the expiration of one year such a sum of 
money a s  the trustees shall determine proper and necessary. 

This section of the law further states that the board of trustees may pension 
any volunteer fireman having 20 years' service and being above the age of 50 
years, such pension not to exceed $50 per month. In addition, if %a fireman ha8 
inore 'than 25 years'  service and has' not reached the age of 50 years, the trustees 
may permit the fireman to be relieved of further duties but yet retain his right to 
pension benefits until he reaches the age of 50 years. 

A s  was stated above, wide use is  made of volunteer firemen in Colorado. To 
illustrate this point, there i s  presented a summary table, showing the relation- 
ship between paid, full-time and volunteer firemen for 51 cities. 



- - 

For  51 reporting cities, in those which have a population of 

Over 5,000, there were 154 paid full-time and a t  least 133 volunteer firemen 
2,000 to 4,999, there were 16 paid full- time and at  least 243 volunteer firemen 
1,000 to 1,999, there were 2 paid full-time and a t  least 142 volunteer firemen 

500 to 999, there was 1 paid full-time and at  least 29 volunteer firemen 
250 to 499, there was 1 paid full-time and at  least 47 volunteer firemen 

1 to 249, there was 1 paid full-time and at least 12 volunteer firemen 
Total 175 paid full-time and at  least 606 volunteer firemen. 

-+ 

Denver, Pueblo, and Colorado Springs were not contacted by questionnaire. 
The number of paid firemen (they do not a s  a general practice use volunteers) 
in these cities is: 

Denver 552 (1956); Pueblo 99 (1956); Colorado Springs 77 (1956). 

It i s  clearly evident from the foregoing that the volunteer fireman plays a 
considerable role in providing f i re  protection services in Colorado's cities and 
towns, other than the largest ones. In recognition of this service, statutory pro- 
visions have been enacted to provide retirement and disability benefits for volun- 
teer members of city and town f i re  departments. 

Policemen's Pension Furids - 1956 

In the questionnaire which the Legislative Council sent to all Colorado 
cities and towns (except Denver, Pueblo, and Colorado Springs) in May, 1956, 
questions were asked regarding the amount of money in the policemens' 
pension fund and the investment thereof; the annual police paymll; and' 
benefits being paid to retirants , disabled, widows, and dependents. Replies 
were received from 90 municipalities, and a summary of the replies to these 
questionnaires i s  presented below. (Detailed replies a r e  in Appendix C. ) 

1. 	 17 cities and towns reported NO police payroll o r  pension fund. 

2. 	 6 cities and towns reported having pension funds (and receiving annual 
payments from the state) but no police payroll. State law provides for 
distribution only to cities and towns having one o r  more full-time paid 
policeman . 

3. 	 6 cities and towns reported having policemen retired for years of 
service (a total of 7 retirants with average monthly retirement pay of 
$110.13 per month, o r  total retirement benefit payments of $9,250.92 
per year). 

4. 	 7 cities and towns reported benefit payments for reason of permanent 
disabilfty (a total of 15 retirants with average monthly benefit payments 
of $104.52, o r  total benefit payments of $18,813.60 per year). 

http:$104.52


5. 

6 .  

7.. 


8. 

9. 

10. 

11. 

12. 


10 cities and towns reported benefit payments to widows (a total of 13 widows, 
presumably at  statutory rate of $30 per month, or total benefit payment of 
$5,880 per year). In 1 community, the rnonthly payment appeared , to be $36 
rather than the statutory $30 per month. 

3 cities and towns reported benefit payments to dependents (a total of 8 
youngsters, presumably at  statutory rate of $6 per month, o r  a total benefit 
of $576 per year). 

No reporting city or town indicated a necessity to pro-rate benefits. For the 
72 reporting cities and towns with police payroll and/or pension fund, the 
balances in the police pension funds totalled $933,565.37, and annual pay- 
rolls were reported a s  amounting to $1,028,408.77. 

Relationships between reported annual payroll and amount in the pension fund 
ranged from a situation where the pension fund had a balance which was 7 
times the annual payroll, to a situation where the annual payroll was over 
3 times that amount in the pension fu~cl.  Between these two extremes were 
variations which serve well to illustrate that the present police pension fund 
financing does not provide for proper actuarial funding of benefit liabilities. 

The pension payments for Denver, Colorado Springs, and Pueblo are: 

Retirants Annual 
Aoeb Disability Survivors Cost 

Denver (1955) 161 52 
Colo .Springs (1954) 4 6 
Pueblo (1953) 8 a8 

16 cities and towns, out of 72 reporting pension funds, indicated that they 
prepared the semi-annual reports a s  required by Chapter 139, Article 49, 
Section 16of the Colorado Revised Statutes. The remaining 56, o r  77%, 
presumably do not comply with this statutory requirement. 

With respect to the finances of reported police pension funds, it was observed 
the U.S. Government Bonds and bank savings accounts appeared to be the type 
of "investment" most commonly used for  fund balances. However, in 1 case, 
the bulk of the fund was invested in "municipal certificate of indebtedness 
($9,050.96)." It should be noted that in the same town, the bulk ($10,000) 
of the firemen's pension fund i s  invested in the same manner. It was reported 
that in another corr,n-,unity, a sizeable sum of the ?ension fund balance was 
"borrowed" by the town council for capital outlay requirements. In 1 community, 
the police pension fund has a balance of $20,076.14 (with no benefits currently 
being paid), whereas the firemen's pension fund had been depleted to the point 
where it may be necessary to pro-rate benefits. 

Pertinent remarks which were made on the questionnaires included: 

http:$933,565.37
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a .  	"Please do not establish provision for earmarking of funds." 

b. 	"We have one man on the payroll in - - -- who is hired as  a cop 

and general utility man." 


c .  	"We have one policeman. Years ago a man would stay for years, 
but now we change frequently. " 

d. "One employee doing all 	d the town jobs--policing, fireman, water 
commissioner, streets and alleys. " 

e. 	"No police pension fund. From an economic and benefit viewpoint, 
OASI would be best coverage. " 

f .  	"The Town of ---- has two policemen, a day marshal and a night 
marshal. Nothing has ever been paid out of our police pension 
fund and there a r e  no prospects of having to pay any retirement 
benefits for many years. " 

g. "From my observation 	a s  city attorney for ---- since 1937, the 
police pension fund, and very likely the firemen's pension fund, 
do not meet the needs of a small town. We do not have career  
policemen but men who are  employed at the pleasure of the council." 

f f - - - - has its other employees under the social security act, but 
inasmuch as  the state law provides for police pensions, then that 
prohibits thepolicemen from having any of the benefits under the 
social security act and, of course, the police pension act as  far  , 

a s  ---- is concerned, is wholly inadequate. The same comment 

would very likely be true if and when - --- , o r  a town of i ts  size, 
has regularly employed firemen instead of volunteers." 

Firemen's Pension Funds - I956 

In the questionnaire which the Legislative Council sent to all cities and towns 
(except Denver, Pueblo, and Colorado Springs) in May, 1956, questions were 
asked regarding the amount in the firemen's pension fund and investment thereof; 
the annual firemen's (regular and volunteer) payroll; benefits being paid to re-
tirants, disabled, widgws, and dependents. Replies were received from 95 mun- 
icipalities, and a summary of the replies to these questions is presented below. 
(Detailed replies a r e  in Appendix D.) 

1 .  	 22 cities and towns reported NO fire payroll o r  pension funds. 

2 . 	 38 cities and towns reported having pension funds but NO fire payroll, either 
regular o r  volunteer. Distribution of stare f~mds  for fire pensions is on the 
basis of population. 

3. 	 14 cities and towns reported having regular firemen (full-time); 
16 cities and towns reported having only volunteer firemen; 
5 cities and towns reported having both regular and volunteer firemen. 



4. 	 22 cities and towns reported having firemen retired for years of service 

(a total of 105 retirants, 115 regulars and 90 volunteers. Total pension 

benefit to the regulars is $1,739.40 per month, an average of $116; 

total pens ion benefits to the volunteers is $2,323.33 per month, an average 

of $25.80. Total annual requirement for these benefits is $48,752.76). 


5. 	 . 8 cities and towns reported benefit payments for reason of permanent dis- 

ability (a total of 9 retirants, 8 regular and 1 volunteer. Total pension 

benefits to the regulars ;is$622.10 per month, an average of $77.76; to the 

volunteer , the payment is  $50.00 per month. Total annual requirement 

for these benefits is $8.065.20). 


6. 	 7 cities and towns reported benefit payments to widows (a total of 13 widows 

with average monthly benefits of $40.77. The total annual requirement for 

these benefits is $6,360.00). 


7. 	 In only 1 city did i t  appear that the pension fund was ~becomingiinsuffibtant to 

fully meet the benefit award requirements. 


8. 	 For the 72 reporting cities and towns with firemen payroll and/or pension 

funds, the balance in the firemen's pensions funds totalled $983,321.86, and 

annual payrolls were reported as  $517,936.38. 


9. 	 Relationships between reported annual firemen's payroll and amount in the pension 
fund ranged from a situation where only volunteer firemen were utilized ( 16 
municipalities) and balance in the fund was considerable, to the situation where 
the municipality may not be able to fully honor the benefits which have been 
awarded. 

It i s  also interesting to note the situation in those 6 municipalities reporting 
firemen's salaries in excess of $40,000 per year. In 3 such cities, the 
payroll is considerably in excess of the balance in the pension fund; in 
2 such cities, the fund is considerably in excess of payroll, and in the 6th 
city, the two figures a r e  almost the same. It would appear that these rela- 
tionships illustrate that firemen's pension funds have not been financed in a 
manner which provides for proper actuarial funding of the benefit liabilities. 

10. 	 The pension payments for Denver and Pueblo are: 

Retirants Annual 
Age Disability Survivors Cost 

Denver 112 111 

Pueblo 28 4 


11. 	 15 cities and towns, out of 73 reporting pension funds, indicated that they 
prepare the semi-annual reports a s  required by Chapter 139, Article 50, 
Section 14 of the Colorado Revised Statutes, 1953 '. The remaining 58, o r  
79%$ presumably do not comply with this statutory requirement. 
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12. 	 With respect to the finances of reported firemen's pension funds, i t  was 
observed that U.S. Government Bonds and bank savings accounts appeared 
to be the type of "investment" most commonly used for  fund balances. 
However, in 1 case, the bulk of the fund was invested in "municipal cer-
tificate of indebtedness ($10,000). " In another, $5,700 was invested in 
"water stock. " 

13. 	 Pertinent remarks which were made on the questionnaires included: 

-a .  "Within a few years,  when several  members of the F i re  Department 
will be eligible f o r  retirement and a pension, the existing pension 
fund and the pension fund income will not be sufficient to pay any 
more  than a very small  pension. " 

b.  "The 	new law ought to provide for separate funds for paid and 
volunteers where combination departments exist, and to allow a 
proportionate credit toward retirement of paid men for any prior  
time a s  a volunteer. " 

c .  	"It is very evident to officers and members of this department that 
present funds and methods of financing pension funds a r e  not ade- 
quate. We a r e  willing to contribute a percentage of salary to 
augment fund o r  participate in any other fa i r  and suitable method 
to keep fund on a sound basis." 

d .  "The pension board decided by vote to give $50 monthly, 	 with 
the idea that the amount could be reduced a t  any time by a 
decision of the board. " (5 members ret ired from volunteer depart- 
ment January 1,  1956; ages 75, 72, 69, 68, and 61.) 

e. 	"We don't .even have a volunteer f i re  department. We have received 
$70.16 from the state firemen pension fund distribution, and i t  is 
carr ied  in the town's regular checking account. The value of the 
fire hose is approximately $75.00. " 

f .  	After 30 years of volunteer service,  chief and assistant chief, a t  
age 50, applied for pension; city attorney said no because, a s  
volunteers, they had received a small  monthly sun. The attorney 
stated that this made them paid members, and pension would be 
one-half of their pay, o r  $6.25 per month for the chief and 
assistant chief, $2.50 per  month for others. Chief and assistant 
chief a r e  st i l l  working, now having 34 years of service each." 

g. "We do not receive enough pension fund money to pay pensions. 
We believe we should receive firemen pension fund money from 
our entire distr ict  (an area  14 miles long and 7 miles wide, with 
the town of ---- located'in the center of the area  and included 
in the district), not just the town of - - - - . Total population of 
- - - - is 867, while the estimated population of our distr ict  that 
we serve  is 2,000. " 



14. 	 Based upon the information provided at  the request of the Legislative Council, 
regarding length of service, age and salary of each fireman (regular o r  vol- 
unteer), there a r e  a number of paid firemen who already are ,  o r  very shortly 
will be, qualified to apply for retirement benefits. In addition, there a r e  a 
larger number of volunteer firemen who already are, o r  soon will be, qualified 
to apply for retirement benefits. 

Due to the fact that policemen cannot qualify for benefits until reaching the age 
of 60 years, the imminence of a sizeable number of retirants going on the 
benefit list i s  not quite so great as  in the case of the firemen. However, 
there a r e  several cities and towns which will have four o r  five policemen 
eligible for retirement benefits in the next few years. 

WR4T DO THE POLICEMEN AND FIREMEN SAY? 

On July 30, 1956, the President of the Colorado State Firemen's Association, 
on behalf of said organization and of the Colorado State Fire  Fighters' Association, 
presented to the Legislative Council a Resolution regarding the matter of firemenls 
pension provisions. This Resolution is  included a s  Appendix E of this report. 

In essence, the Resolution states that the present pension law i s  basically 
sound but should be revised, modernized, and enlarged; that administration should 
be retained by local authorities; that financing is  the main problem underlying 
the f i r e m ' s  pension problems in Colorado, and to correct this problem, the fol- 
lowing i s  proposed: Double the allocation from the state insurance tax (increase 
from $400,000 to $800,000); require local communities to pay a reasonable sum 
into the pension fund; have the firemen contribute at  least 3 1/2% Af their sal- 
aries into the pension fund; and minor changes in the benefit schedule for widows 
and dependents. 

On September 26, 1956, Mr. Earl D. Towning, Assistant Chief of Police in 

Greeley, Colorado, and Chairman, Police Pension Committee, forwarded to the 

Legislative Council a Resolution which "has been agreed upon by all of the Police 

Departments which I (Towning) have contacted to-date. .." This Resolution, which 

i s  included a s  Appendix F of this report, se ts  forth, a s  representing the opinions 

of policemen in towns and cities having a population under 50,000: That the 

present policemen's pension laws should be revised and modernized; that the 

administration of policemen's pension funds and the pension law be retained by 

local authorities; that the problem i s  two-fold: lack of financing to insure 

availability of funds, and outmoded benefits; that benefits be substantially in- 

creased for  policemen, widows, and dependents; that policemen a r e  to con-

tribute up to 3 1/2% of their monthly salary and the municipality to match the 

amount the policemen contribute; that state funds for police pensions be in- 

creased, and that other changes be made in the existing law. 


A close review of these two resolutions indicates that both groups have 

much in common. 




1. 	 They want administration of the pension funds to remain in local 
hands. This means a separate pension fund for policemen and 
a separate pension fund for firemen in each city and town in 
Colorado where such pensions a r e  provided by state law. 

2. 	 They want pension programs which call for  employee contribution, 
with the figure of 3 1/2% of employee salary suggested. Nothing 
i s  stated with respect to whether o r  not these contributions 
would be subject to refunding upon an employee's withdrawal 
from the service (such as  i s  permitted under PERA, but not 
under OASI). 

3. 	 They want the employer, cities and towns, to contribute to the 

pension fund. The policemen's resolution states, "The muni- 

cipaility should match this amount the policeman contributes 

monthly. ..''; the firem en's resolution states, "a reasonable 

sum out of local tax assessment." 


4. 	They want increased state support of the financing of local police 
and f i re  pensions. The firemen say double the present state 
contribution of $400,000per year. The policemen say that, if 
tliere be means QE increasing state funds, such state funds be 
appropriated. 

5. 	They want increases in benefits. The firemen ask for a modest 
adjustment in widows' and dependents' benefits. The policemen 
ask for substantial improvement in benefits al l  across the board. 
(It should be remembered that ear l ier  in this report, it was 
shown that the firemen a r e  at  present provided with higher 
pens ion benefits than a r e  policemen. ) 

WHAT DO ACTUARIES SAY ABOUT THE PRESENT PENSION LAWS? 

The Legislative Council obtained assistance from Mr. A. G. Gabriel, Con-
sulting Actuary, in reviewing the present policemen and firemen pension laws. 
Mr. Gabriel is the consulting actuary for the PERA and, in 1954, addressed 
the annual meeting of the Colorado Municipal League on the subject of police- 
men's and firemen's pension laws in Colorado. 

The Council selected Mr. Gabriel for  sever41 reasons: He is a nationally 
recognized actuary; he is the actuary for the PERA and knows pension problems 
in Colorado; he has made actuarial studies of policemen's and fkemen's pension 
plans in Pueblo and Colorado Springs and, thus, knows the policemen's and fire- 
men's pension laws of this state; he was recognized earl ier  by the Municipal 
League a s  a person qualified to speak on the subject; and he was in a position 
to make an independent, non-biased appraisal of the Colorado situation. 



In addition to Mr. Gabriel's counsel, the Council also had the benefit of 
reviewing the actuarial survey of the Denver Firemen's Pension Fund, made 
by Coates , Herfurth, and England, Consulting Actuaries. 

Mr. Gabriel's analyses will be broken down into two categories, a general 
appraisal of the firemen and policemen pension laws in Colorado, and his spe- 
cific findings in Pueblo and Colorado Springs. 

General ADDraisal 

"I. 	 In discussing the se t  up in Colorado for pension plans for muni- 
cipal policemen and firemen, let us s tar t  with some basic 
assumptions that can be agreed upon. 

(1) With respect to a retirement system, municipal policemen 
and firemen should be together, since their employment con- 
ditions a r e  similar in many respects. For instance, 

(a) Insuction ages a r e  similar, in that persons a r e  inducted 
in municipal service a s  firemkn from age 20 to 32; and a s  
policemen from age 23 to 32. In some smaller communities, 
the age ranges for entry in' service a r e  not always observed. 

(b) Policemen and firemen are  subject to semi-military dis- 
cipline in that their activities a r e  regulated, and non-com- 
pliance results in penalty. They a r e  sworn to perform 
their duties regardless of the hazards involved. 

(c) Fblicemen and firemen protect life and property. Between 
the area of strictly police work of law enforcement and strictly 
fire fighting work of protecting property, there is a broad area 
in which police and fire services overlap, such as  enforcement 
of fire prevention ordinances, protecting life from burning 
buildings, and other emergencies. 

(d) It is not uncommon to find that municipal policemen and 
firemen have the same salary ranges. In communities where 
that is not the 'case, the differences a r e  usually small in 
amounts. 

(e) The work of municipal policemen and firemen requires an 
element of mental and physical coordination involving a degree 
of physical dexterity. For example, i t  takes a relatively phys- 
ically fit policeman to handle a young, 185-pound, 6-foot fellow 
who is resisting an officer. Likewise, a fireman fighting a 
fire has to act with quickness - he cannot take time to favor 
rheumatism, blood pressure or  heart. 



"11. A state-wide retirement system covering policemen and firemen employed 
by Colorado communities appears to be the logical treatment of the pol- 
ice and f ire pension problem in Colorado. The system would cover 
policemen and firemen employed by municipalities, except Denver, Pueblo, 
and Colorado Springs. The excepted cities a r e  large enough to operate a 
local plan for policemen and firemen if they so desire; however, the local 
plans should cover both policemen and firemen. Towns such a s  Cripple 
Creek, Idaho Springs, Leadville, Limon, and Yuma, just to mention a few, 
should cover their policemen and firemen in a "Colorado Municipal Police- 
men and Firemen Retirement System. " 

A state-wide retirement systems for municipal policemen and firemen 
has advantages but is not without objections. The advantages, however, 
outweigh the disadvantages. 

(1) The advantages, to name a few, a r e  a s  follows: 

(a) Municipal policemen and firemen would be covered in a single 
uniform state retirement plan. This would eliminate retirement 
plan competition between two groups of personnel having similar  
employment characteristics, namely, policemen and firemen. 
For  instance, i t  would eliminate that situation where firemen ask 
the Legislature to liberalize their retirement plan to the same 
extent the policemen's plan was "improved" by the preceding 
Legislature, plus an additional improvement. The policemen 
then come in and request that their plan be liberalized to match 
the firemen's plan, plus an additional improvement. The end 
result is a merry-go-round that can only end in financial dif- 
ficulties. 

(b) Towns such a s  Estes Park, Johnstown, and Del Norte could 
cover their full-time policemen and firemen, if any, in a state- 
wide retirement system, whereas the towns cannot operate indi- 
vidual plans successfully, due to lack of numbers to give the 
law of averages a reasonable chance to operate. In other words, 
anything could happen and no doubt would. Furthermore, i t  is 
not likely that the smaller towns would employ technical service 
to operate the plan on an actuarial basis. 

(c) By including full-time policemen and firemen of Colorado 
municipalities, except specifically exempted cities, in a state-
wide retirement system, the aggregate number of individuals 
involved would be sufficient to apply probabilities of withdrawal 
from service, death, disability retirement, superannuation r e -  
tirement, and other probabilities with reasonable degree of 
expectation that the probabilities used would be fairly close 
to actual experierlces. 



(d) 1% spreadlr~g the policemen and firemen retirement plan risks 
among the participating municipalities in Colorado, no individual 
town would be hard hit by the occurrence of an unforeseen adverse 
contingency. 

(e) A state-wide retirement system for municipal policemen and 
firemen, properly financed and administered, would eliminate the 
financially insolvent situations that, no doubt, exist with respect 
to volice and fire pension plans in some towns in the state. 

(2)Some objections to a state-wide retirement system for municipal police- 
men and firemen may be summed up as follows: 

(a) By covering i ts  policemen and firemen in a state-wide rerire-
ment system, self-interested pressure groups may obtain retire- 
ment plan liberalizations from a state legislative body that they 
could not obtain from local governing bodies. The objection is 
minimized by the fact (that) at  present local retirement plans 
for policemen and firemen operate under laws enacted by the 
state legislature. Therefore, a state - wide plarl would make 
little, if any, change with respect to the influence exercised 
by so-called pressure groups. 

(b) Towns with a heavy turnover among their policemen and 
firemen, resulting in relatively few men staying in service long 
enough to qualify for retirement, might--and no doubt would-- 
object to making contributions to a state-wide plan at  the same 
rates applied to other towns with lower turnover rates and thus 
higher retirement ratios. That objection is more of a reflec-
tion upon the employment policies of the town that it i s  an ob- 
jection to a state-wide retirement system. 

111. 	 In considering a state-wide retirement system for policemen and firemen, 
some key provisions that will require careful thought a re  indicated below. 

(1) Participating Municipalities. Include all municipalities in Colorado 
having one o r  more full-time policemen and firemen, except Denver, 
Pueblo, and Colorado Springs. The exempted cities could become 
participating municipalities on a voluntary basis. 

(2) Covered Policemen and Firemen. When a municipalities becomes 
a participating municipality, all i ts  full-time policemen and firemen 
would be included in the membership of the system. The term 
"policeman" and "fireman" would not include civilian employees in 
the municipality's police and fire departments, nor persons tempo- 
rarily employed as  policemen and firemen for emergencies, nor 
persons privately employed a s  policemen and firemen, nor vol- 
unteer firemen. No doubt something would have to be done for 



volunteer firemen, since they do perform f i re  fighting service 
when needed and, let's face it ,  they do have influence a t  the 
grass  roots. 

(3) Voluntary Retirement. A member could voluntarily re t i re  
after age 55 if he has 25 or  more years of credited service. 

(4) Compulsory Retirement. A participating municipality could 
request the retirement of a member in i ts  employ at .age 60 o r  
over if he has 10 o r  more years of credited service. 

(5) Retirement Allowance. A retirement allowance formula 
might be 2 per  cent of a retiring member's final average sal- 
ary,  multiplied by the first 25 years of his credited service, 
plus 1 per  cent of his final average salary multiplied by the 
number of years of his credited service in excess of 25 years .  
Provision might be made that the retirement allowance could 
not exceed 75 per  cent of the annual salary of a patrolman 
a s  fixed in the municipality's budget for the fiscal year in 
which the member re t i res .  

(6) "Final Average Salary" might be defined to be the average 
annual salary received by a member for  the 5 years  immediately 
preceding his retirement. 

(7) Total and Permanent Disability. h-ovision might be made 
that if a member with PO o r  more  years of credited service 
becomes totally and permanently disabled, he would be retired 
with a retirement allowance stated in (5) above. 

If his disability is service-connected, the 10-year service re-
quirement would be waived if he happened to have less than 
10 years of service. In any case, workmen's compensation, if 
any, would be in addition to the retirement system allowance. 
When the statutory period for payment of workmen's compensa-
tion, i f  any, expires, he would be given service credit for the 
statutory period and his allowance would be increased a t  that 
time to include the additional service credit. In no case  would 
the disability allowance be less than 20% of his final average 
salary.  

(8) Death Benefits. Provision mighf be made that if a member 
with 10 o r  more  years of credited service dies, while in service, 
from non-service connected causes, his widow would receive the 
same retirement allowance a s  if he  had (a) retired the day be-
fore his death, (b) elected a joint and survivor option (same a s  
option 3 in PERA), and (c) named his wife a s  beneficiary. His 
widow's allowance would not be less than 20% of his final average 
salary.  In case  he doesn't leave a widow, o r  if she remarr ies  



before his youngest child attains age 18, each of his children 
under age 18 would receive an allowance of an equal share  of 
20% of his final average salary. 

If his death is service connected, workmen's compensation 
payable would be in addition to the retirement system allowance. 

(9) Members' Contributions. Members would contribute 5% 
of their annual salaries, by payroll deductions, so long a s  they 
remain in service. If a member leaves service before an allow- 
ance is payable on his account, his contributions would be re-
turned to him, if living, o r  to his designated beneficiary o r  
estate. 

(10) Municipalities' Contributions. The municipalities would 
contribute monthly a per cent of the salaries paid to their police- 
men and firemen. The per  cent would be determined each year 
by means of an actuarial valuation of the system. Allowances 
would be made for members' contributions and portions of in- 
surance premiums allocated by the state to police-fire pension 
fund. After making the allowances, the municipalities' contrib-
ution would likely be in the general area  of 15% to 20% of pay- 
roll. Only an actuarial valuation can determine the actual per 
cent. 

A problem to be resolved concerns the responsibility fo r  pensions 
being paid a s  of the date the state-wide plan goes in operation. 
It may be that each participating municipality would be required 
to assume responsibility for  the pensions i t  granted and in con- 
sideration thereof retain the assets  i t  accumulated. The problem 
will need considerable study. 

(11) The Colorado Municipal Firemen and Policemen Retirement 
System would be governed by a Board. The accounting and 
clerical work and the carrying out of the Board's policies could 
be assigned to the Executive Secretary of the Public Employees' 
Retirement Association of Colorado and his  staff. " 

S~ec i f i c  Findines in Pueblo and Colorado S ~ r i n ~ s  

In an actuarial valuation, a s  of December 31, 1953, of the Pueblo Police 
Pension Fund, with proposed amendments, Mr .  Gabriel determined that with -
an employee contribution of 5% of salary, an employer contribution of 16.67% 
would be required to make the Fund actuarially sound. The Pueblo City 
Manager reported to the Council on May 21, 1956, that the voters in that 
city approved the plan, and the city's contribution to the Pblice Pension Fund 
rose  from $3,250 in 1954 to $58,000 in 1955 a s  the result of the change, 
and Pueblo now has a sound police retirement system. 



In 1955, Pueblo employed Mr. Gabriel to make an analysis of the Firemen's 
Pension Fwd.  In a report on September 29, 1955, to the City Council, the City 

C_ 

Manager stated: "His (Gabriel's) analysis indicated that the employer and em- 
ployee contributions would have to total 31.71% of the payroll to provide a pen- 
sion of 1/2 pay at  age 55 after 25 years' service. The present pension plan 
provides for 1/2 pay at age 50 with 20 years' service. Contributions to the 
present. plan amount to approximately 16% of payroll, even though the benefits 
granted are  much more liberal than the proposed plan. If Mr.  Gabriel's calcul-
ations a r e  to be taken as  factual, and there is no reason to question them because 
actuarial work is his business, then i t  becomes apparent the present pension plan 
is unsound. Whether the plan fails 5 years from now o r  10 years from now is 
not particularly important. The important fact is that i t  will .ultimately fail. To 
argue with an actuary is like arguing with the Grim Reaper. " 

At this same time, the City Manager presented the City Council with a letter 
on this subject from Mr. Neil Horan, representing the organized firemen. In his 
letter, Mr. Horan set  forth the principles underlying firemen's pensions, and then 
stated: 

"The proposed pension ordinance does not take into consideration any of 
the foregoing principles but appears to be an ordinance that could be 
applied to any form of public employment, not necessarily firemen. 
I will have to admit that the proposal is a laudable attempt to place 
your pension plan on a safe financial basis. Certainly, the proponents 
of the ordinance selected one of the best, if not the best, actuaries in 
the country to set up the proposed plan. The difficulty is that the ac- 
tuary was never a fireman and has no actual experience in the prob- 
lems of f i r e  department personnel. His concern appears to be only 
with financing. Financing, while certainly of the greatest importance, 
is not the only problem. Even in financing, an actuary cannot get a 
true figure for maintaining a firemen's pension program, as an actuary 
must, of necessity, deal in absolutes, and where firemen a r e  con- 
cerned, there a r e  no absolutes. 

"One big fire where several men a r e  disabled, so a s  to be pensioned 

while still  comparatively young, can completely disrupt the figures 

of an actuary. Any increase in population, creating an increase in 

tax payments to the fund, can also change o r  disrupt the program. 

In 1940, the Denver Firemen's Protective Association had an analysis 

made of the Denver Firemen's Pension Fund and was advised that the 

Fund would be in the "red" $400,000 by 1957. This year, 1955, with 

treble the number of beneficiaries and with three increases in pension 

payments. to retired members and widows, the fund is found to be in 

the "black" almost $1,500,000, o r  five times the amount of the fund 

in 1940. Certainly no actuary, regardless of skill, could have fore- 

seen this development. 


"The present state law, relating to firemen's pensions, being Article 

50, 1953 Colorado Revised Statutes, provides a carefully devised 




program of retirement benefits based upon the deferred wage idea and 
a form of insurance payments for widows and orphans. The proposed 
ordinance runs counter to this law in so many particulars that we will 
not attempt to set them forth here. It should be sufficient to state, 
however, that the City of Pueblo is receiving certain financial benefits 
under said law which are applicable to the pension fund, and I doubt 
that the City may accept said benefits and then reject the obligations 
and other provisions of the law. The adoption of the proposed ordk 
nance would do that very thing. Laws must be accepted in toto o r  
rejected in toto, if they a r e  rejected at  all. 

'Vnder the proposed ordinance, there will be considerable confusion 
and administrative expense, whereas your present plan, following a s  
it does the state law, is clear a s  to the rights of all beneficiaries 
and the administrative expense is nil. 

"Your City Manager and City Council are  to be congratulated a s  to 
their forward outlook in connection with your pension problems, 
but it is my opinion, based on 30 yearsv experience with firemen's 
pension plans, that any problems that you have o r  may have do not 
require the drastic changes which the proposed ordinance would 
entail. 

"I am sure that if your present plan is used as  a basis with few 
minor changes, such a s  an increase in the contributions from the 
salaries of active members and a set figure from taxation, such 
a s  one mill or  even less, plus the contributions to be received 
from the state law a s  your allocation from insurance taxes, that 
your fund will have sufficient income to be properly maintained and 
the benefits payable will be more satisfactory and will create a 
much better feeling in the department, than if the proposed ordi- 
nance is enacted. " 

In 1952 and 1954, Mr. Gabriel was employed to make an analysis of the 
Policemen's Pension Fund in Colorado Springs. In the 1952 report, Gabriel 
stated: 

"Conclusion. The minimum annual contributions, a s  of June 30, 

1952, necessary to establish the Policemen's Relief Fund on a 

full benefit basis, have been computed to be 20.3 per cent of 

payroll, o r  $49,194, based upon an annual payroll of $242,240. 

(These minimum contributions do not provide for  any payment 

of principal on the accrued service pension liabilities.) 


"The Fund's annual contributions, a s  of June 30, 1952, amount 

to approximately $37,903. 


"Consequently, the Policemen's Relief Fund cannot continue indefi- 

nitely on a full benefit basis. 




"The Fund's income will continue to exceed the Fund's disbursements 

for a number of years yet. Gradually, disbursements will grow, 

however, and will exceed income. It will then be necessary to use 

greater and greater amounts of the Fund's assets  in order to make 

the disbursements. Eventually the Fund's assets  will be exhausted, 

and pm rata benefits will have to be paid in accordance with the 

provisions of section 566. " 


Specific Findings in Denver by Another Actuary 

In 1956, the actuarial f i rm of Coates, Herfurth, and England was employed 
by the Board of Trustees of the Firemen's Pension Fund to survey the Denver 
Firemen's Pension Fund. These actuaries, in their report, stated: 

"Our calculations show that, in order to provide for the benefits as 

they accrue to the average new member, and thereby provide a 

fund intended to be sufficient a t  the death or  retirement of the man-

ber to pay a l l  future benefits to him and his beneficiary, a contribu-

tion is required from some source, over and above the 3 1/2% to be 

withheld from his monthly pay, equal to 19.4% of the compensation 

of the new member throughout his entire period in the service..  ." 

(page 19 of the report .)  


This actuarial report went on to discuss the fact that, as of the time of valu- 
ation, the balance available in the Fund was only about "one-third enough to pay 
pensions to present members." The report set  forth several  methods whereby 
this deficiency (some $13,080,114) could be made up. If made up in twenty 
years,  i t  would require an additional annual dollar contribution of $858,994, 
o r  32% of the firemen's payroll; if made up in 35 years,  i t  would require an 
additional $586,727 per year, o r  21.9% of the firemen's annual payroll (at 
June 30, 1956, levels). 

In the RECOMMENDATIONS of the Coates, Herfurth and England survey, 
the following was stated: 

The survey herein reported on, in the opinion of the actuaries, 

clearly indicates that contributions a s  now provided will not support 

the prospective benefits. 


"An easy way out would be to disregard the existence of any accrued 

and increasing liability, thus passing on to future generations of tax- 

payers a portion of the true cost of the indispensable protection 

currently furnished by the  F i r e  Department. But this does not solve 

the problem, and a t  some time in the future the increased cost 

may force a reduction in benefits. 


"Some reduction in cost could be accomplished by curtailing benefits 

to al l  members, o r  to members f irst  employed after a specified 

future date. 




"The third and most reasonable course and the one recommended by 
the actuaries i s  to explore the possibilities of a source, o r  sources, 
of additional income to the Fund. 

"With these comments, the actuarial survey of the Firemen's Pension 
Fund is concluded. More detailed recommendatione, although nat 
templated a s  being part of this survey, may follow, but such will 
not add to a determination of the present actuarial position of the 
Fund and a re  therefore not properly part of this report." 

CQNCLUSIONS which can be drawn from the foregoing include the following: 

1. 	 Separate local pension funds for policemen and for firemen in each 
city and town in Colorado do not appear to provide a reasonable basis 
upon which to establish sound pension programs for these employees 
throughout the state. 

2. 	 Employer contributions to a pension fund, if the fund is  to approximate 
actuarial soundness, will have to be something like 16-20% of payroll. 
(Actual percentages can be determined only after thorough actuarial 
study of each fund. ) 

3 .  	 In order to build pension funds to the appropriate level to provide 
reserves for "liabilities" already accrued by reason of prior years 
of service by a number of policemen and firemen, additional em-
ployer contributions a r e  likely to be required. 

4. 	It i s  possible that representatives of organized policemen o r  f ire- 
men do not believe that it is essential for the pension funds to be 
reconstructed on an "actuarially sound" basis. 

RECOMMENDATIONS which may be made in this regard include the following: 

In the event that policemen's and firemen's representatives can get 
together and develop a pension program common to both of them, 
and, in turn, can get together with municipal officials represent- 
ative of the cities and towns throughout Colorado, and agree upon a 
pension program and the financing thereof, it i s  recommended that 
a qualified consulting actuary be employed to determine what i s  re-
quired to provide actuarial soundness for the agreed-upon pension 
program. The cost for such service will be considerable, but in 
view of the importance of the subject, it will be a worthy expenditure 
The financing could possibly be made a joint venture by the organized 
policemen, firemen, and municipalities. 

2 .  	 In view of the cost of pensions to the employers, it would behoove the 
governing bodies of the cities and towns in Colorado to carefully 
study the matter of policemen's and firemen's pensions and to work 
closely with these employees in the development of a satisfactory and 



financially sound pension program, particularly in view of the fact 
that local government may well be required to finance the major 
portion of the costs of such a program. 

CONSDER THE FIREMEN IN FIRE PROTECTION DISTRICTS 

In 1955, there were 89 special districts in operation in Colorado for the 
purpose of providing fire protection services. The Legislative Council sent 
questionnaires seeking information to each of these districts and received replies 
from 49 of them. 

Creation of these tax-levying governm-ental units i s  authorized by law, and 
they serve the thousands of square miles which lie beyond the boundaries of incor- 
porated cities and towns. Firemen, paid o r  volunteer, in these districts a r e  not 
covered by the existing state laws relating to firemen's pensions. Also, these 
districts do not participate in the annual distribution of the $400,000 state grant* 
to firemen's pension funds. 

On the basis of the questionnaire returns, it is readily apparent that a great 
percentage of the districts use volunteer firemen exclusively. In only 5 of the 
49 returns were there paid firemen reported, and in those districts the ratio of 
paid to volunteer firemen was shown a s  follows: 

Paid Volunteer Paid Volunteer 

1. 1 - 30 4.  1 - 21 

Each district had its own particular arrangement for accomplishing its 
mission of "fire protection. " For instance, in the above recited cases where 
paid firemen a r e  used, in one district the "paid fireman" is the driver at  $420 
per year, o r  in some cases i t  is the telephone dispatcher, while in yet an-
other the assignments and salaries would be comparable to a municipal f i r e  de -  
partment. Another arrangement is to pay the volunteers a set amount per call, 
and still  another is to do a s  is done by the Poudre Valley F i re  District, to-wit: 
"Each and every fireman on the Ft .  Collins Fire  Department receives $35.00 
per  month from the rural  f ire district, and each man has the opportunity to 
work on the engine. When an alarm is received, two men respond with the 
rural  engine a t  once, then two off-shift men cover-in to the station until they 
return." Somewhat similar to this is the arrangement followed by the Rocky 
Ford Rural Fire  Protection District. In this instance, the "city of RDcky Ford 
houses the Rural F i re  Protection apparatus and sends a 1,000 gallon water tanker to 
every rural  fire. These apparatus a r e  manned by the Rocky Ford Fire  Depart- 
ment which consists of three paid men and eighteen volunteers. The Chief of 
Rocky Ford is in cbmmand of all operations. In compensation, the Rocky Ford 



Rural F i re  Protection District pays the City of Rocky Ford the sum of $6,114.60, 
which is approximately one-third of the City of Rocky Ford's total F i re  Depart- 
ment budget. " 

In still  other cities, no apparatus is owned, and the district merely enters 
into a contractual agreement with a neighboring district o r  town for f i re  pm- 
tection service. 

With regard to providing pension benefits for the firemen of these districts, 
the following provision was included in the Resolution adopted by the Colorado F i re  
Fighters' Association (A.  F. L. ) and the Colorado State Firemen's Association (1956) 
and presented to the Council on July 30, 1956: 

"(e) That f i re  protection districts be permitted to participate in the 

allocation of the state funds by some method which will give them the 

tax on premiums written on f i re  insurance risks in their own com- 

munities, o r  if this is not feasible, that they be given the basic 

amount, a s  mentioned above, which is allocated to a municipality, 

multiplied by the number of organized f i re  companies in their district." 


With respect to this proposal, the Legislative asked the following question of 
Colorado Insurance Commissioner Sam N. Beery: 

"Is it  feasible to obtain a breakdown of f i re  insurance written 
in each of the f i re  protection districts in Colorado?" 

The Commissioner replied: 

"We would advise you that we have had the departmental attorney 
review Chap. 89-6, C. R. So 1953, and I am of the opinion that 
the definition of a F i re  Protection District a s  se t  forth in C. R. S. 
1953 is so  ambiguous a s  to prevent a breakdown of f ire insurance 
a s  written in the F i r e  Protection Districts a s  defined. Even though 
it were feasible, the increased cost of such a tabulation would 
necessarily have a very definite bearing on increasing the cost 
to the citizens of the state of Colorado," 

Federal Social Security Coverage. In view of the above, the Legislative Council 
asked the Director of the Division of Retirement Coverage (OASI), Colorado State 
Department of Employment, this question: 

"Are the employees of f i re  protection districts eligible for OASI? 
There a r e  89 such special districts in Colorado, and they do not 
come under the provisions of the Firemen's Pension Act." 

The Director replied: 

"Fire Protection District employees a r e  eligible, but most of them 
have volunteer employees only. Up to this time, the Berthoud and 
Lakewood F i re  Protection Districts have elected to cover employees." 

http:$6,114.60


In addition, the Legislative Council was informed by the Assistant Secretary 
of the Pueblo Rural Fire  District that said district had been participating in 

. the Federal OASI program since April 1, 1955. 

A CONCLUSION of this report is that, at this time, it is impractical for the 
Colorado General Assembly to provide for an actuarially sound pension program 
for paid o r  volunteer employees of f ire protection districts. This conclusion is 
based upon the following 

1. 	 Presumably, firemen of f ire protection districts will insist upon 
% 

having separate and local pension funds and local authorities ad- 

ministering these funds. This is the manner provided in the 

present statutory provisions and is one feature which the organ- 

ized fire fighters in Colorado, in their 1956 annual convention, 

have resolved be retained a s  i s .  


2. 	 There a r e  too many varying arrangements whereby the districts 

seek to accomplish their mission of fire protection. 


3 .  	 Fire  protection districts, except in a limited number of cases, 

rely almost exclusively upon volunteers for their manpower. The 

existing statutory provisions for firemen's pensions in cities and 

towns extend pension status to volunteer firemen, but only on a 

permissive basis and for governmental jurisdictions which a r e  less 

heterogeneous than a re  the so-called "special purpose" districts. 


A volunteer fireman is generally regarded to be a fireman be-
longing to a regularly organized fire department and whose principal 
livelihood is other than that of a fireman. Under this definition, it 
is likely that, in most instances, volunteer firemen will be part- 
icipating in a pension program (OASI o r  otherwise) at  their regular 
place of employment. This statement is based upon the following 
excerpt from the September, 1956, issue of the SOCIAL SECURITY 
BULLETIN (U. S. Department of Health, Education, and Welfare): 

"At the end of 1955, 9 out of 10 of the Nation's gainfully 
employed workers were covered under old-age and sur- 
vivors insurance, and about 86 out of every 100 jobs 
were under contributory coverage. Beginning with 1957, 
contributory coverage will be extended to nearly 4 million 
persons who a r e  in jobs not now covered; thus, about 92 
out of 100 jobs will be covered under old-age and survivors 
insurance on a contributory basis. " 

4.  	 Pension programs a r e  a matter of agreement between employers and em-

ployees. The Legislative Council received replies from only 49 of the 

89 f i re  protection districts to which questionnaire& had been sent. (These 

49 districts did a fine job in providing information, and their coopera- 

tion is appreciated. ) 




In only 3 of the replies was there any indication of concern over 

the matter of firemen's pensions for employees of the district.  

This is not to imply that district directors a r e  not concerned in 

the welfare of their employees o r  volunteer assistants. However, 

it  seems to indicate that the subject matter of this current study 

by the General Assembly is not considered to be a "pressing 


. problem" in the special districts. 

This matter  of pensions for employees and volunteers of f ire pro- 

tection districts is essentially a local government problem, and it 


" would appear that the General Assembly should defer any action 

until such time a s  the managing directors (and taxpayers) of these 

f i re  protection districts, and the firemen thereof, agree upon the 

essentials (including financing) of a pension program if, in fact, 

such i s  desired by a majority of such governmental units. 


5. 	 The mechanics of equitable distribution of state-collected revenues 
for f ire protection districts will be difficult to achieve. 

A RECOMMENDATION of this r epoa  is that a determination be made a s  to the 
propriety of extending pension benefit entitlement to volunteer members of f i re  
protection districts. If the state is to participate in the financing of these bene- 
fits,  the legislature should make such determination. If the financing is to be 
entirely by local support, permissive legislation should be provided to enable 
each district to make the determination. 

A FURTHER RECOMMENDATION of this report is that directors and employees 
of f i re  protection districts examine the provisions of the Federal Old Age and 
Survivors Insurance Program, to determine whether o r  not this coverage would 
provide adequate pension benefits, and if so, initiate appropriate steps to pro- 
vide coverage for eligible district employees. 
















































