
November 14, 2017 

VIA E-MAIL 

The Honorable Diana DeGette 
United States House of Representatives 
Washington, DC 20515 

Re: Section 5001 of H.R. 1 

Dear Representative DeGette: 

I am writing on behalf of the Colorado Public Employees’ Retirement Association (“Colorado 
PERA”). Colorado PERA is the 21st largest public pension plan in the United States with 
approximately $44 billion in assets and a duty to protect the retirement security of over 550,000 
plan participants and beneficiaries. PERA has serious concerns regarding Section 5001 of the 
Tax Cuts and Jobs Act (H.R. 1), which could subject certain investments in our pension plan to 
the unrelated business income tax (“UBIT”). As a governmental instrumentality, PERA is 
constitutionally exempt from taxation and application of Section 5001 to PERA and similar 
governmental pension plans erodes the immunity states and the federal government each enjoy 
from taxation by the other.  

In addition to the revenue loss from the tax itself, the provision imposes significant, complex 
compliance costs that could impact portfolio construction and diversification in our fund. It could 
force the consideration of alternative and more costly investment structures in order to avoid 
being negatively impacted by the UBIT and may diminish investment earnings which are critical 
to pension funding. Furthermore, Section 5001 is currently scheduled to go into effect for tax 
years beginning January 1, 2018, which will impact many existing investments that cannot be 
restructured prior to this effective date.  

Investment earnings pay for approximately two-thirds of PERA’s pension benefits, which are 
taxed when distributed to participants across virtually every state, city and town in the nation. 
Subjecting public plans to the UBIT will result in a drag on these critically important investment 
returns, sets a dangerous precedent for taxation of state entities, and will ultimately increase 
costs to taxpayers. We therefore urge you to oppose the application of Section 5001 to state 
and local retirement systems. At a minimum, the effective date of the UBIT provision should be 
modified to apply to only those agreements and investments entered into after the date of 
enactment of the legislation.  

Sincerely, 

Gregory W. Smith 
Executive Director 


