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imi" | The State General Fund pays about 42% of the State
s’ | Capital and Operating Budget expenses

Statewide Total Expenditures, FY2014, billions
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P Pensions are about 7% of FY 2014 State and Higher
W | Education employment costs, and 9% of State K-12 costs
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Total State Funds, State and Higher Education
Employees - Fiscal Year 2014, billions 2013-14 School Year State Expenditures, billions
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1;},, When pension rates are adopted by the Pension Funding Council,
- they are considered an obligation of existing law, and are built into
%J!llli“ the budget at “Maintenance Level”
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2013-15 Biennium Rates (Current) 2015-17 Biennium Rates (Starts July-Sept.
1, 2015)

System Employer Plan 2 Employee Employer Plan 2 Employee
PERS 9.03 4.92 11.00 6.12

LEOFF 1 0.00 n/a 0.00 n/a

WSPRS 7.91 6.59 8.01 6.69

PSERS 10.36 6.36 11.36 6.59

TRS 10.21 4.96 12.95 5.96

SERS 9.64 4.64 11.40 5.63
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| When benefits or funding methods are changed, these are “policy

.jg level” changes to the budget, and have historically been funded at
,g:;‘f’ the levels indicated in Office of the State Actuary fiscal notes
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RESPONDING AGENCY.
Office of the State Actuary

Fiscal Budget Determinations:

As a result of the higher required contribution rate, the increase in funding expenditures is projected to be:

Costs (in Millions): PERS TRS SERS PSERS  Toftal
2007-2009
General Fund $0.7 $32 $04 $0.2 345
Non-General Fund 11 00 0.0 00 11
Total State 18 32 04 02 56
Local Government 27 20 06 00
= = — = SHB 1128 - 5 COMM RMD
Total Employer 45 52 10 0.2 By C ittes on Ways & Me
Total Employee $0.0 $0.0 $0.0 30.0

14 “+I0N. Sec. 713. FOR THE
CONTRIBUTIONS TO RETIREMENT SYSTEMS
General Fund--State Appropriation (FY 2008) . . . . . . .
General Fund--5tate Eppropriation (FY 2009) . . . . . . .

OFFICE OF FINANCIAL MANAGEMENT--

. $2,200,000
. §2,300,000
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imy " | Chapter 8, Laws of 2012, requires the legislature to adopt a four-year balanced
~—= | budget. Pension benefit or funding method changes are examined for their
two-biennia impacts to maintain these balanced budgets. It requires:
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» The projected maintenance level of the omnibus appropriations bill
enacted by the legislature to not exceed the available fiscal
resources for the next ensuing fiscal biennium.

» The Economic and Revenue Forecast Council to oversee the
preparation of and approve, by an affirmative vote of at least five
members, the state budget outlook prepared by the Budget
Outlook Work Group.




11/18/2014

A
- | The current 4-year budget outlook projected a very small

%{gﬁf’ unrestricted fund balance at the end of the 2015-17 biennium.

House

s |y, The current budget outlook was adopted in May of 2014 incorporating
the enacted 2014 Supplemental Operating Budget.

» The outlook projected a $19.5 million Near General Fund-State
unrestricted ending balance for the 2015-17 fiscal biennium.

» A November 2014 State Budget Outlook will be adopted by the
Economic and Revenue Forecast Council, taking into account updated
economic and program cost projections.

» The November 2014 State Budget Outlook will also be projecting costs
into the 2017-19 biennium, as the 2015 Legislature will need to again
adopt a budget that is balanced through a 4-year period.
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A\ _AThe 4-year outlook incorporates the projected increased pension

..:..‘L': costs from the rates and funding methods adopted by the Pension
25
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» The PFC process adopts rates that are legally effective, unless revised by
the Legislature. Rates have only been adopted for 2015-17.

» Significant increases in pension contributions are being considered
(they have not been adopted by the ERFC) for incorporation into the
2015-17 proposed budgets and the Outlook:

o o

Increase in estimate General Fund-  $275 million $498 million (in addition to the
State contributions increases for the 2015-17
biennium)
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iy | How pension system changes are incorporated into

333;: the State budget

Hous
Appropriations
Committee

» Basic contribution rates are adopted in even-numbered years by the Pension
Funding Council during the summer, prior to the start of a fiscal biennium.

» During the subsequent interim and Legislative sessions, the SCPP, legislators, and
interested groups develop pension policy and funding proposals.

» DRS is required to charge retirement system employers an additional supplemental
pension rate if proposals are enacted and increase the cost of the pension systems.
(RCW 41.45.070)

» These supplemental rates are calculated by OSA and impact all fund sources used
for existing contribution rates — including the State General Fund.

» The Legislature decides in the biennial budget how much additional spending
authority will be provided to account for those costs.

» When the Pension Funding Council again adopts rates in the next even-numbered

year, the costs that triggered the supplemental rates are incorporated into the new

basic contribution rates for each retirement system or plan.
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;ﬂ\ﬂ .1 Can the Legislature fund pensions differently than the Pension
—— | Funding Council or State Actuary Supplemental Rate decisions

W' | dictate? Yes, but...

P |
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» Rates adopted by the Pension Funding Council (and the LEOFF 2 Board) are
explicitly subject to revision by the Legislature.

» A change from the PFC rates would require an affirmative Legislative action.

» The Legislature can (and has) decided to alter funding methods and add and
subtract benefits, all of which can change budget impacts.

» But the Courts have restricted the scope of Legislative discretion in funding
through the Weaver v. Evans line of cases, requiring systematic funding.

» The State Actuary’s Supplemental Rate authority is a statutory provision that
could be changed, but that would also require an affirmative action by the
Legislature.
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