
INCLUDABLE 
SALARY GUIDE
Revised February 2026



CONTENTS

Introduction	 1

Cash Payments in Lieu of Fringe Benefits and Reimbursements	 6

Performance or Merit Payments	 8

One-Time Payments vs. Bonuses	 10

Extra Duty Payments	 12

Leave Payments	 14

Legal Settlements and Agreements	 18

Miscellaneous Payments	 20

Contact PERA	 24



Includable Salary Guide 1

Section 1

INTRODUCTION
PERA-includable salary refers to the portion of an employee’s earnings that must be reported to 
PERA and will be used in the calculation of a member’s Highest Average Salary (HAS). It is defined 
by Colorado statute and PERA Rules, and not all forms of compensation are includable. Typically, 
any payments made to employees for services rendered are considered PERA-includable salary. 
Depending on how the payments are structured, compensation that is not part of base salary, may or 
may not qualify as PERA-includable salary.  

This guide is provided for informational purposes only and is intended to help clarify what types of 
compensation may or may not be considered PERA-includable salary. State statute, PERA Rules, and 
PERA’s formal determination regarding additional payments made above base salary supersede the 
information contained in this training. While PERA representatives can discuss includable salary in 
general terms, they will not make a verbal determination regarding the includability of compensation 
under your specific policy or plan.

For official guidance, employers should submit the relevant documentation to your Employer 
Representative for a formal review and determination. Requests for review should be submitted 
well in advance of the anticipated pay date to allow ample time for staff to review the information 
provided and issue a determination. Contact your Employer Representative to initiate this process.

What does my agency need to keep track of for includable salary?
It is important for your agency to keep good records of the policies or payment explanations of any 
payment above an employee’s base pay. For payments that impact a large number of employees or 
recurring payments, it is helpful to have an official policy to explain what the payment is, how it is 
paid, and why it is paid. Policies can be included in your agency’s employee handbook or separate 
policies, including employee contracts. For payments that are one-offs or unplanned, it is helpful to 
keep a record of why the payment is being paid, the amount, the timing, and who is receiving 
the payment.

Important Considerations
Payments that have the potential to manipulate an employee’s HAS calculation will not be considered 
includable. This includes any payments that are considered “Retirement Incentives” or payments only 
available to employees nearing retirement eligibility. Employees must not have the ability to initiate 
a payment or choose the timing or number of payments that will be made to them as this could be 
viewed as manipulation of HAS.

When PERA issues an official determination, keep it in your records. Agencies must comply with 
PERA’s determination and should keep track of whether specific payments should or should not be 
included in the salary reported to PERA. If a policy changes, consult with PERA to confirm whether 
the determination is affected. Maintaining accurate records ensures employees receive accurate 
salary toward their future benefit.

What is required from our agency if corrections are needed?
If a payment was reported incorrectly, you will be required to make corrections to member records. 
This may include:

	» Crediting non includable salary and contribution amounts out of member accounts and returning 
the withheld contributions to employees, former employees, and retirees. 

	» Paying missed contributions and interest if includable salary is not reported. 

	» You may also be required by the IRS to correct tax records such as W-2s for the year(s) 
in question. 
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Are there any payments we should never include in PERA salary?
	» Commissions

	» Housing allowance

	» Uniform allowance

	» Reimbursement of expenses incurred, including automobile usage, insurance premiums, 
and dependent care assistance 

	» Tuition expenses

	» Bonus payments for services not rendered, including, but not limited to, holiday bonuses and 
cash awards

	» Severance payments 

	» Retirement inducements/incentives

	» Payments made beyond the date of a member’s death not earned prior to death

Retroactive Salary Payments
Retroactive salary payments are for previous periods of employment for which payment was delayed 
or the rate of pay subsequently changed. Retroactive salary payments are considered earned in the 
month(s) for which salary should have been paid if no delay or subsequent rate change occurred. 
They are subject to the employer and member contribution rates in effect for that month and may or 
may not be considered PERA-includable salary.

HSA/Section 125/Section 132
Health Savings Accounts (HSAs) are always considered PERA-includable salary. Even when an 
employee elects to make HSA contributions through a Section 125 plan, those contributions must still 
be included in the salary reported to PERA for all employees regardless of membership start date.  

A section 125 plan, or cafeteria plan, is a benefit that employers can offer to their employees 
that decreases their taxable income and provides benefits on a pre-tax basis. Section 132 allows 
employers to offer certain fringe benefits at no additional cost to the employee. 

	» Contributions made under an Internal Revenue Code Section 125 or 132 plan are not includable 
for employees who began membership on or before June 30, 2019.

	» Contributions made under an Internal Revenue Code Section 125 or 132 plan are includable in 
PERA salary for employees who began PERA membership on or after July 1, 2019. 

You can verify an employee’s start date to determine whether or not their section 125/132 
contributions should be included by utilizing the SSN Verification tool in the PERA Employer 
STARS Portal.
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Includable Salary Determination Process

Determinations typically take 4-6 weeks to get resolved. Please leave time between requesting a determination and 
making a payment. If payments are incorrectly included or withheld from PERA salary and it is discovered later, 
corrections will need to be made. Salary deemed includable but was not reported will require the employer to pay 
those contributions with interest. Salary deemed not includable but was reported will have contributions returned 
to the employer who then must refund the member contributions to their employee(s).

The agency is planning on 
making a payment in addition 

to employee(s) regular salary or 
under a new employer policy that 
has not been reviewed by PERA.

Send policy, payment contract, 
or details to PERA Employer 
Representative before the 

payment is issued.

The PERA team will assess 
documentation and will issue 

a determination that your 
PERA Employer Representative 

will send to you.

If deemed PERA-includable, then 
contributions are owed on the 

payments. It should be included in 
the salary reported to PERA.

If deemed NOT PERA-includable, 
do not include in the salary 

reported to PERA.





Cash Payments in Lieu 
of Fringe Benefits and 
Reimbursements
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Employers often provide benefits to employees in a 
variety of ways, including paid insurance, company cars, 
and company cellphones, among others. Depending on 
how these payments are structured, they may need to be 
included in the salary reported to PERA.

What are fringe benefits? 
Fringe benefits are benefits that come directly from the 
employer, like paid life insurance, a company car, or 
a work cellphone. Since these are not cash payments 
that are included in the salary paid to employees, they 
do not count toward includable salary and a formal 
determination is not required. 

What are cash payments made in lieu of 
fringe benefits?
Payments representing benefits provided by the employer 
that are converted to cash payments (commonly referred 
to as cash payments in lieu of fringe benefits) will be 
considered PERA-includable salary. This can include, 
for example, amounts paid in cash instead of employer-
paid health premiums and cash payments made by the 
employer toward personal automobile usage (that are not 
a reimbursement for actual expenses incurred). 

Cash-in-lieu payments are considered PERA-includable 
salary as long as they are recurring payments at a fixed 
dollar amount in place of a fringe benefit and are in no 
way designed to manipulate Highest Average Salary 
(HAS). Payments that are identified as reimbursements 
are not PERA-includable salary. 

What is considered a reimbursement?
Reimbursements are different from cash-in-lieu payments.  
They are simply repayments for expenses employees 
incur while doing business (e.g., mileage reimbursement 
for use of personal automobile, hotel costs while traveling 
for work, or meal reimbursements).

To qualify as a reimbursement, employees usually submit 
receipts, and the payments they receive directly match 
the actual costs. Because these are expense repayments, 
they should not be included in the salary reported 
to PERA.  

We require our employees to submit 
receipts in order to receive this payment. Is 
that PERA-includable?
If proof of purchase or receipts are required to receive 
payment this would make the payment a reimbursement 
and it would not be PERA-includable. Requiring 
employees to provide proof of purchase to receive 
benefits does not qualify as cash payments in lieu of 
fringe benefits.

We pay our cash-in-lieu payments to our 
employees in a lump sum at the beginning 
of our fiscal year. Is this includable?
Cash payments made in lieu of fringe benefits should be 
made in fixed amounts across the period of time in which 
the benefit would be utilized. This can be $500 every 
month toward health insurance, or $20 every pay period 
toward cellphone use. Any yearly or lump-sum payments 
of cash-in-lieu should be spread across the period that the 
benefit is utilized.

Is there a limit to how much I can pay an 
employee for cash-in-lieu?
The cash payments in lieu of fringe benefits should not 
exceed what is considered the market value of the fringe 
benefit. If the amount of cash-in-lieu does not seem 
realistic for the benefit, PERA will question the payment.

Is the benefit required to be related to the 
duties of the job?
There are some benefits or incidents where, if the fringe 
benefit is not directly related to the employee’s role within 
the agency, it is not includable. For example, offering 
employees $50 a month toward a gym membership is 
not likely to be includable. However, offering employees 
cash payments in lieu of a fringe benefit such as internet 
access for employees working from home, is directly 
connected to their job duties and may be includable if all 
other guidelines are met.

CASH PAYMENTS IN LIEU OF FRINGE BENEFITS 
AND REIMBURSEMENTS



Performance or 
Merit Payments
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Performance and merit payments are payments given 
to employees as a reward for the quality or success of 
their work. They’re usually tied to specific guidelines or 
review periods and are designed to recognize employee 
achievement and encourage improvement. These 
payments are usually in addition to an employee’s regular 
salary or could replace a regular salary increase.

Performance and merit payments can be considered 
PERA-includable salary provided:

	» The employer considers the payment to be 
compensation for services rendered. 

	» Employer demonstrates the payment is in 
recognition of sustained employee performance 
over the evaluation period.

	» PERA determines that it is includable and is not 
intended to manipulate Highest Average Salary (HAS).

We are introducing a performance 
incentive to our employees this year. What 
information should we have in our policy?
In order for performance or merit payments to be PERA-
includable salary, the payment must be for performance 
and made pursuant to a written plan adopted by the 
employer. This can be included in a handbook, standalone 
policy, or within an employment contract. It is encouraged 
to include specific criteria or goals for earning the 
payment and a defined evaluation period. It is also helpful 
to include the timing of the payment, who qualifies for the 
payment, and how the payment amount is determined. 
Some examples of how to incorporate these elements are 
listed here:

	» WHO: The performance plan must define the 
employee(s) or group(s) of employees eligible to 
participate. If participation in the performance plan is 
contingent on any other conditions, such as full-time 
employment, those conditions should also be 
clearly defined.

	» WHAT: The amount of the payment or payments to be 
received by the employee(s) under the plan must 
be clearly defined prior to the start of the evaluation 
period. The plan could also specify a range of 
payments to be received, along with the method for 
determining the percentage or amount within the 
range an employee will receive.

	» WHEN: The plan must include a payment schedule 
that is set by the employer. This could be a payment 
paid annually in a specific month, or multiple 
payments paid in specific months over the evaluation 
period. If there is a special circumstance for receiving 
these payments at termination or retirement that does 
not follow the standard timeframe, the plan should 
include that as well.

Does the performance plan have to be 
directly connected to the employees’ roles 
of the job?
In order for performance or merit payments to be 
considered includable, the evaluation guidelines must be 
related to the employee’s role in the agency. “Performance 
pay” for performances outside of the requirements for the 
job or not tied to job success are not PERA-includable in 
most cases.

For example, wellness programs where employees 
receive additional pay for achieving goals related to 
health screenings, health awareness, and improvement 
are not includable because the performance 
requirements for payment are not job-related. Even if 
the goals that need to be reached in order to earn points 
toward payment are clearly defined, the fact that the 
mechanism to earn points is not job related determines 
its includability. 

An employee must be elected or nominated 
to participate in our performance plan. One 
employee will be selected from the group of 
nominated employees to receive 
the payment.
There must not be any discretionary or exclusionary 
element of a performance plan for the plan to be 
considered includable.

If only some of those who are reviewed by the 
performance guidelines are selected to receive payment, 
despite multiple individuals meeting the expectations in 
the guidelines, the performance plan is not likely to be 
includable. If the method of participant selection for these 
performance plans is that an employee must be elected 
or nominated and then recipients are chosen from a list of 
these “Nominees,” the payment is not likely to 
be includable.

PERFORMANCE OR MERIT PAYMENTS



One-Time Payments 
vs. Bonuses
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What is the difference between one-time 
payments and bonuses?
One-time, non-performance and non-merit based 
payments paid by an employer are considered PERA- 
includable salary if the employer provides documentation 
demonstrating its intent that the payment is to be 
considered a salary payment (compensation for services 
rendered) rather than a bonus, and that the payment is in 
no way designed to manipulate Highest Average Salary 
(HAS). Some helpful criteria to consider when providing 
documentation may include:

	» WHO: The one-time payment is applicable to all 
employees in a particular class without regard to 
age and/or length of service. The class of employees 
must be a class that the employer regularly uses for 
purposes of setting compensation.

	» WHAT: The one-time payment is a flat dollar amount 
or percentage of base salary and is explicitly adopted 
and approved by the governing board prior to the 
start of the fiscal or academic year in which the 
services will be provided or the period for which the 
one-time payment is intended. The amount of the 
payment does not have to be approved at that time.

Bonuses are payments that do not meet the criteria 
outlined under “Performance and Merit Payments” 
and “One-Time Payments,” and are not considered 
PERA-includable salary. This includes honorariums, 
cash awards, holiday bonuses, and other payments 
enumerated in C.R.S. 24-51-101(42)(b)(II). While bonuses 
can also be a way of rewarding good performance, they 
are not considered performance or merit payments or 
one-time payments under PERA Rules because of either 
of the following:

	» One or more of the variables listed in the criteria were 
not defined ahead of time.

	» One or more of the conditions outlined in the criteria 
was not met.

	» The payment was not planned and was only paid due 
to a surplus of funds.

In the simplest of terms, to be considered PERA-
includable, a payment must be identified as being earned 
for services rendered. Payments that are not made related 
to work performed are considered straight bonuses 
and are not includable. Payments that can be tied to 
work performed by the employee or employee group 
are likely to be includable as long as there are no other 
considerations that will affect the includability status.

We are paying all our employees in a 
specific role a one-time payment of $2,000 
for high quality work performed during our 
busy season. We decided to do this early in 
our fiscal year and had it approved by 
our board.
Because this payment is directly related to the work 
performed on the job during the busy season at an 
agency, it is includable. The employer views this as 
payment for services rendered.

We plan to provide staff with an additional 
payment at the end of this month to 
acknowledge their efforts during a 
particularly challenging time at our agency.
Payments made to “thank” employees for prior work 
performed, may or may not be PERA-includable. It 
is determined based on the employer’s intention on 
whether they consider the payment compensation for 
services rendered or a bonus. When paying a payment 
such as this, it is best to reach out to your Employer 
Representative for a formal review.

To compensate for cost-of-living increases 
in our area, we are paying all employees a 
one-time payment valued at 3% of their 
base pay. 
Cost-of-living increases and any payment made to adjust 
the base pay of all employees, or a specific class of 
employees, are likely includable. 

We are paying any employee who refers 
someone to our agency that we end 
up hiring.
Referral bonuses are not considered PERA-includable 
salary because referring new staff members is not a 
job-related function or services performed.

To incentivize people to work in specific 
hard-to-fill positions, we are paying a bonus 
to new employees who sign on and accept 
jobs in these roles.
Sign-on bonuses are not considered PERA-includable 
salary because they are being compensated for accepting 
the position, but no work has been performed to treat it as 
compensation for services rendered. 

ONE-TIME PAYMENTS VS. BONUSES



Extra Duty Payments
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Extra duty payments are payments made to employees 
for work performed outside of the realm of their typical 
job duties or employment contract. This can include 
employees taking on interim positions and receiving pay 
increases to account for the extra work. This can mean 
employees taking on additional projects and receiving 
extra pay for the period of time the project is happening.

I have an employee who is acting as the 
interim manager for a team while we work 
on hiring a new person. We plan on paying 
this employee $7,000 for duties performed 
within this role. Is this PERA-includable?
If the payment is made because the employee is 
performing services in addition to their current role(s) that 
are related to the function of the agency, the payment is 
PERA-includable. For an employee or group of employees 
who are fulfilling roles that are not currently filled by a 
current full-time employee, any compensation for the 
additional duties they are performing is considered extra 
duty payments.

PERA will ask that the agency spread this extra duty pay 
across the periods the work is being performed to evenly 
distribute the service credit associated with this payment.

Do we have to have guidelines or a policy 
for extra duty payments?
If the agency has a policy regarding extra duty pay, the 
payment must align with the way the agency typically 
compensates employees for extra duties. If this payment 
is pursuant to a contract between an employee and their 
employer, it must be made according to the terms of that 
agreement. If the agency does not have a formal policy or 
contract in place, contact your Employer Representative 
for additional guidance.

Does PERA limit the payment amount for 
extra duty payments?
PERA may question any payments that exceed the 
employee’s base pay. If the payment of extra duty pay 
seems excessive based on the employee’s base rate 
of pay, this payment may not be includable. PERA may 
request additional information or documentation to 
confirm the payment is includable and has been applied 
over the period earned.

PERA recognizes that teachers and school workers will 
often receive extra duty during the summer months when 
school is not typically in session. For teachers who teach 
summer school, they may receive much higher extra duty 
pay during the summer months. While PERA may reach 
out on these high salaries, they are likely to be 
considered includable.

We allow our employees to either receive 
a monthly distribution for extra duty 
assignments or to receive a lump-sum 
payment end of the year.  Does this 
payment approach impact whether or not 
the payment is includable?
Providing employees with an option of how to receive 
their extra duty pay can artificially increase an employee’s 
Highest Average Salary (HAS) for PERA purposes. To 
ensure consistency and compliance, the method for 
paying extra duty should be applied uniformly for 
all employees.

EXTRA DUTY PAYMENTS



Leave Payments
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Employers are responsible for properly identifying and 
reporting leave payments that meet the criteria of PERA-
includable salary. Employers can determine whether 
a leave payment is PERA-includable by reviewing the 
nature of the leave, the timing of the payments, and the 
circumstances under which it was earned or paid. 

Please note: Employers must complete the Certification 
of Leave of Absence form for any employee who will be on 
leave without pay for more than one month. 

Regular Leave Payments
Payments for sick or personal leave taken by an employee 
at any time during the regular course of business are 
considered PERA-includable salary. Sick leave, paid 
time off, personal leave, or vacation leave are typically 
includable, as long as they are paid pursuant to the 
employer’s normal contract and paid in regular 
payroll cycle.

Accrued Leave Payouts
In order for payments of accrued leave to be considered 
PERA-includable salary, the leave being paid must have 
been earned under an established employer policy or 
an employment contract. The rate of pay for the accrued 
leave can’t be higher than the employee’s most recent 
rate of pay. If an employee has the option to request 
payout of accrued leave (either timing or amount), the 
payment is not includable. 

When an employee leaves their job, any payments made 
for unused, accrued leave can count as PERA-includable 
salary, provided the above conditions are met. The 
payment must either be made as a lump sum or in regular 
payroll installments, but only payments that occur within 
60 days of the employee’s termination or final payroll will 
be includable. 

Other Leave Payments
Payments for leave including administrative, military, 
sabbatical, or short-term disability leave may be 
considered PERA-includable salary.

Payments for the following may be considered 
PERA-includable:

	» Administrative Leave (Please note that employees do 
not earn service credit for time on leave.)

	» Bereavement Leave 

	» Family Medical Leave Act (FMLA)

	» Furlough Days

	» Jury Duty 

	» Military Leave

	» Sabbatical Leave (A period of absence from 
employment, usually for education or 
research purposes.)

	» Short-Term Disability (Not includable if the payments 
are made to an employee by a third-party disability 
insurance provider.)

	» Workers’ Compensation (Not includable if the 
payments are from a third-party provider toward an 
employee’s workers’ compensation.)

	» Compensatory (Comp) Time (PERA must review all 
policies pertaining to comp time payouts.)

Our employees can reach out to their 
managers and request that any unused 
leave be paid out at any time.
If there is any element to the payment that is elected by 
the member, the payment is not includable. If the member 
has to submit a formal request to have leave paid out, 
it is not includable. If the member gets to choose when 
a payment is made, it is not includable. Only forced 
payouts that are paid consistently with the policy are 
considered includable. Forced or mandatory payouts of 
leave exceeding the maximum allowable accrual limit 
established in an employer’s personal leave policy are 
considered PERA-includable salary and contributions on 
these payments should be remitted to PERA. 

Our director or superintendent decides 
whether or not an employee is allowed to 
take a payout of accrued leave during a 
given year. 
If the administrator or manager of an employee gets 
to pick and choose when and how much an employee 
receives for a payout, that is considered discretionary and 
not includable. The payment is for accrued leave earned 
by the member, conforming to an established employer 
policy or employment contract, and is not the result of a 
retroactive grant or an award by the employer.

LEAVE PAYMENTS

https://www.copera.org/certification-of-leave-of-absence
https://www.copera.org/certification-of-leave-of-absence
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We pay out leave yearly for any employee 
who has accrued leave over the maximum 
allowable limit in our policy.
Mid-career leave payouts are considered PERA-includable 
as long as they meet all requirements for PERA-includable 
salary. These payments should be paid at the same point in 
the year annually. 

If employees get to decide how much gets paid out or 
when the payment is made, the payments will not 
be includable.

Is there a time limit for paying out accrued 
leave to our terminating employees for these 
payouts to be includable?
Leave payouts must be issued within 60 days of the final 
regular payroll posting or the employee’s termination date 
(whichever is later) to be considered PERA-includable. 
Payouts of leave accrued above the max accrual should be 
paid out at a consistent point in the year. 

We pay leave in multiple payments over a 
period of time. Is this includable?
To be PERA-includable, all payouts of leave must be paid 
to the employee within 60 days of the last payroll posting 
for their contract. Any payouts of leave paid outside of this 
window are not PERA-includable.

Any leave payments that are made in multiple payouts 
may not be includable. If leave payouts are paid into a tax 
sheltered annuity or other third-party hosted benefit, they 
may not be includable. The payment amount must not 
exceed the member’s most recent rate of pay. 

The periodic payments are made over consecutive pay 
periods and for time that does not exceed the PERA 
service credit associated with the payment. 

We have an employee who has specific 
leave provisions in their employment 
contract with us. How does this impact 
PERA-includability?
Executive and administrator contracts frequently contain 
unique provisions regarding leave time and leave payouts. 
If there are any such provisions in contracts issued by 
your agency, PERA will review the contract language 
to determine whether payments made under these 
provisions are PERA-includable salary.

You can submit a copy of the contract, or the 
section of the contract pertaining to leave payments, 
to your Employer Representative to receive an 
official determination.





Legal Settlements and 
Agreements
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In some legal agreements or settlements, there may be 
money issued to one or more of the parties involved. All 
legal agreements or settlements should be sent to PERA 
for formal review when some type of payment will be 
made to the employee as a result of that agreement. 

Generally, the following types of payments are not PERA-
includable salary:

	» Payment for penalties, attorney’s fees, or interest

	» Severance or separation pay

	» Any payment that is not associated with an applicable 
earnings period

	» Payments that result in wages exceeding those 
normally earned by the member

	» Payments covering a time when the employee/
employer relationship had been terminated

We are required to pay “back pay,” and we 
are required to issue a severance payment 
per the severance agreement with a former 
employee.
If the employee is being paid for work that they have 
performed for the employer in the past or leave accrued 
as a result of working for the employer, the payment has 
potential to be PERA-includable.  For any payment of 
previously earned and unpaid salary to be includable, the 
employer must be able to tie it to an applicable period in 
which the salary was earned. Separation agreements or 
payouts made to members as a severance contract are 
not includable because there was no work performed to 
earn the payment. 

Per the severance agreement, we will be 
paying out a former employee’s accrued 
leave. Is this includable?
This depends on your agency’s standard policy for the 
type of leave being paid out. If you are paying leave to this 
member in line with how your policy is written, and your 
policy has been determined to be includable, then it is 
likely includable. If you are paying out leave in a way that 
does not match how you normally payout leave, or there 
is any election from the former employee regarding how 
the payment gets paid, then it is not includable.

We are required to pay the former 
employee’s legal fees and attorney costs. 
Is this includable?
This is not includable.

Are there specific limitations to a 
retroactive salary payment associated 
with a settlement?  
For retroactive salary payments that are made pursuant 
to a settlement agreement, the PERA-includable salary 
cannot be greater than the rate of pay the member would 
have received had they been employed in the time period 
defined, or paid at the time of services, or both. 

LEGAL SETTLEMENTS AND AGREEMENTS
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Some payments do not fit the categories listed above. 
Below are some examples of these payments. If you are 
unsure about how the additional salary you are paying to 
an employee should be paid, please contact your PERA 
Employer Representative and provide the policy to begin 
the Includable Salary Determination process.

Many of our employees do not work during 
the summer months when school is out. Is 
the salary we pay them during that period 
PERA-includable? 
Salary attributable to a time period after contracted 
services have been complete is considered a contract 
payout and is common for Institutes of Higher Education 
and employees in the School and DPS Divisions.

School employees who work an academic year contract 
typically receive contract payouts in the amount of their 
regular salary for the summer months when they are no 
longer providing services for their employer. In order to 
provide more regular income, teachers are typically paid 
year-round even though they are not performing work 
year-round. These payouts are PERA-includable salary.

If an employee is terminated before completion of 
their contract and the employer pays the employee the 
remainder of the contract, the payment of the remainder 
of the contract above what was earned through 
termination is a courtesy and is not payment for services 
rendered by the employee, hence not includable.

We are adjusting our contract period 
this year, this is resulting in paying our 
employees twice for one month. How does 
this impact our employees’ service credit 
with PERA?
You should always reach out to your PERA Employer 
Representative when you know that your agency will be 
changing your contract period. While this change will 
most likely not impact service credit for your employees, 
there may be an impact to the employees’ Highest 
Average Salary (HAS). Making PERA aware of this 
change in advance helps to ensure the accuracy of 
our member records.

Our school has received a National Board 
Stipend. Is this includable?
The Colorado Department of Education (CDE) offers 
a stipend to all qualifying NBPTS-certified teachers 
employed by school districts, Boards of Cooperative 
Educational Services (BOCES), or charter schools. CDE 
distributes funds to the school districts who will provide 
the funds to the qualifying teacher via their payroll system. 
These funds are PERA-includable salary.

For more information on the National Board Stipend, visit 
cde.state.co.us/cdeprof/nbct.

We want to pay our staff based on years of 
service. Is longevity pay includable?
Sometimes an employer will pay longevity pay as an 
incentive to reward employees based solely on seniority 
or length of service.

To be considered PERA-includable salary, a longevity 
pay plan must be based on a specific number of years 
of employment and cannot be combined with any 
requirement for reaching a certain age or retirement 
eligibility to qualify. If the policy contains a provision that 
requires individuals to be retirement eligible to qualify for 
the payment, it can not be includable. 

If an agency decides to implement a longevity pay plan 
and chooses to retroactively pay employees who met 
longevity criteria in the past, the retroactive payment is 
not PERA-includable because the pay plan did not exist 
when the services were provided. However, the future 
payments may be includable so the agency should submit 
the new pay plan to PERA for a determination.

If we end up needing to pay an employee 
retroactively, how is that handled 
with PERA?
Retroactive salary is paid for a variety of reasons. You 
may have decided to retroactively increase an employee’s 
salary for a period of time where their job duties 
increased. You may decide to retroactively increase all 
employee salaries in line with cost-of-living increases. 
Separation agreements and extra duty contracts may also 
have salary that is tied to a specific period in the past. 
Retroactive payments may also be used to correct missed 
payments or raises. 

MISCELLANEOUS PAYMENTS

http://www.cde.state.co.us/cdeprof/nbct
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Depending on why the retroactive payment is being paid, 
it may or may not be includable. You should always reach 
out to your PERA Employer Representative to review if the 
payment is includable and how to make the retroactive 
payments correctly.

In the event that the retroactive salary payments are less 
than the rate of pay the member would have otherwise 
received, PERA will provide proportional service credit 
based on the salary received.

The employer must upload adjustments through the 
contribution reporting system in order to distribute the 
retroactive portion of the increase to the month(s) in 
which it should have been paid had the increase taken 
effect at that time.

In order to correctly apply contributions on retroactive 
payments to member accounts, PERA will need the 
employer to identify:

	» Each individual who received the payment

	» The amount(s) of the payment(s)

	» The month(s) in which the payment(s) would have 
been earned

In accordance with PERA Rule 4.20, the employer is 
responsible for the interest due on any retroactive 
salary payments. Interest can only be calculated after all 
payments have been correctly reported to PERA. 

I have an employee with a visa. How do 
visas impact includability?
Payments to employees in the United States holding 
a visa may not be PERA-includable depending on visa 
status and visa type.

Employees with the following types of visas are generally 
exempt from Social Security and Medicare contributions, 
and do not participate in PERA, therefore their salary is 
not PERA-includable:

	» F-1: Foreign academic student

	» M-1: Foreign vocational student

	» J-1: Exchange visitor

There is a five-year automatic exemption period for the 
visa holders listed above. It is important to periodically 
check the status of any visa to see if the exemption or 
residency status has changed, which may allow the 
individual to participate in PERA.

Other types of visas not listed above could also be 
exempt. Contact your PERA Employer Representative 
with questions.

Is salary PERA-includable for my student 
employees?
High School Students
Student employees who are enrolled and regularly 
attending classes in a school district that is employing 
them are not eligible to participate in PERA if employment 
is predicated on student status. However, if the student 
has graduated from high school, PERA membership is 
required by law. 

Post-Secondary Students
Student employees employed by and enrolled in an 
undergraduate or graduate program at a state college 
or university, or by a public employer affiliated with a 
state college or university, when such employment is 
predicated on student status are not eligible to participate 
in PERA. However, if a position is advertised to the general 
public, PERA membership is required if the student is 
selected since the posting was not predicated on 
student status. 

We accidentally paid our employee twice in 
a pay period and included it in the report we 
provided to PERA. We will be recouping this 
payment by decreasing future payments to 
this employee. Do we need to do anything 
further?
Overpayments are payments erroneously given to 
employees above the employees’ standard rate of pay.

If an employer overpays an employee in error and it 
has been reported to PERA as a regular payment, the 
employer must contact PERA as soon as possible to 
process a credit for the amount of the overpayment.

The amount the employer deducts internally from 
subsequent paychecks to recover the overpayment 
should not reduce the amount of PERA-includable salary 
reported or the amount of the employee’s member 
contributions in the months the employer is making 
deductions to recover the overpayment.

Because the overpayment was made in error and is not 
for services rendered, the employer should credit back the 
entire overpayment by the end of the next payroll period. 
Overpayments are not PERA-includable salary.
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CONTACT PERA
Phone
PERA Employer Relations Team (Employers Only)
303-863-3724 
800-221-2627 ext. 3724

Monday – Friday, 7:30 a.m. to 4:30 p.m.

PERA Customer Service Center
800-759-7372

Monday – Thursday, 7 a.m. to 5:30 p.m. 
Friday, 7 a.m. to 4:30 p.m.

Email
For employer inquiries, email employerrelations@copera.org.
If your employees have general PERA-related questions, employees can  
email questions@copera.org.
Your employees can send secure, account-specific questions through their  
online PERA account after logging in.

For questions directed to the PERA Board of Trustees, email  
boardquestions@copera.org.

Mail
PO Box 5800 
Denver, CO 80217-5800

Office Locations
Denver
1301 Pennsylvania Street 
Denver, CO 80203

Office Hours: Monday – Friday, 7:30 a.m. to 4:30 p.m.

Drop box available 24/7

Westminster
1120 West 122nd Avenue, Suite 200 
Westminster, CO 80234

Office Hours: Monday – Tuesday, 7:30 a.m. to 4:30 p.m.
Wednesday, 1 p.m. to 4:30 p.m. 
Thursday – Friday, 7:30 a.m. to 4:30 p.m.

Drop box available Monday – Friday, 8 a.m. to 4 p.m.





PERA membership rights, benefits, and obligations are governed by Title 24, Article 51, of the Colorado Revised Statutes, 
PERA Rules, and other governing laws, which prevail over any interpretations in this Includable Salary Guide.

Colorado Public Employees’ Retirement Association 
1301 Pennsylvania Street, Denver, Colorado 80203  •  800-759-PERA (7372)  •  copera.org
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