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FINANCE SEQ CHAPTER \h \r 1 COMMITTEE REPORT

Wednesday, May 27, 2015

The Finance Committee met on Wednesday, May 27, 2015, at 11:10 a.m. in the Claiborne Building, Louisiana Purchase Room, in Baton Rouge, Louisiana.  Committee Chair Markle called the meeting to order.  The roll was called and a quorum was established.
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Establishment of Minimum Employer Contribution Rates for Board of Regents’ Employees Participating in the Optional Retirement Plan of the Teacher’s Retirement System of Louisiana 

Mr. Terrence Ginn, Associate Commissioner for Finance and Administration, began his presentation by stating that the Louisiana Revised Statues 11:921 through 11:931 provides for optional retirement plans (ORP) for academic and administrative employees of public institutions of higher education and their governing boards.  The optional retirement plan was created by Act 90 of the 1989 Regular Legislative Session and is a defined contribution plan option for employees of public higher education institutions and boards who would otherwise be members of the Teacher’s Retirement System of Louisiana (TRSL) defined benefit plan.  The optional retirement plan allows account holders to save and invest their retirement assets on a tax deferred basis through private carriers contracted with the program.  The optional retirement plan was conceived to enhance recruitment of higher education faculty and staff by providing a retirement benefit with increased portability for participants.  Eligible employees must make an irrevocable election to participate in either the optional retirement program or the regular TRSL program within sixty days of their initial employment.
Regardless of which retirement plan the employee joins, the employer’s share of the cost was the same.  Specifically, R.S. 11:927(B) provided that each employer institution and board was required to contribute to the TRSL on behalf of each participant in the optional retirement plan the same amount it would have contributed if the participant had been a member of the TRSL defined benefit retirement plan.

The TRSL aggregate normal cost rate has declined from 6.95% of payroll in FY 2008-09 to 3.66% in FY 2014-15.  The drop in the TRSL normal contribution rate has automatically decreased the ORP Employer match rate by default.  The drop in the ORP Employer match rate negatively affects the defined contribution plan employees.

House Bill 6 of the 2014 Regular Legislative Session was introduced to maintain the Employer contribution rate at the current year level (5.18%) with the ultimate goal that the Employer contribution rate would equal the Social Security rate of 6.2% by FY 2018-19.  Therefore, House Bill 6 included the requirement that by FY 2018-19, each higher education board and each employer institution under its control shall provide for the contribution to the Teacher’s Retirement System of Louisiana on behalf of each participant in the ORP the sum of:

(1) The amounts calculated pursuant to R.S. 11:102(D)(4)(b),(c), and (d) and (2) an amount not less than 6.2% of pay.

House Bill 6 also required that prior to July 1, 2015 and prior to June 1st each year thereafter  through FY 2017-18, each higher education board shall submit to the retirement system a resolution which provides the amount that the board will contribute to the TRSL on behalf of each participate in the optional retirement plan provided that the amount is the sum of:
(2) An amount equal to our greater than the equivalent of the employer’s portion of the normal cost contribution of the regular retirement plan.

In an effort to make progress toward the goal of 6.2% by FY 2018-19, but with recognition of the past and future budget impacts, it was recommended that the contribution amount be increased as follows:

	Fiscal Year
	ORP Normal Cost Employer Contribution Rate

	2014-15
	5.1839%

	2015-16
	5.4379%

	2016-17
	5.6919%

	2017-18
	5.9459%

	2018-19
	6.2%


The Board of Regents currently has five (5) employees participating in the Defined Contribution Plan.  The total cost of the percentage increase from 5.1839% to 6.2% using the implementation schedule above is $7,547.
The following resolution to establish employer optional retirement rates was adopted:

“NOW, THEREFORE BE IT RESOLVED that the Board of Regents approves the contribution to the Teacher’s Retirement System of Louisiana on behalf of each participant in the optional retirement program equal to the sum of the amounts calculated pursuant to R.S. 11:102(D)(4)(B),(c), and (d) and 5.1839% of pay in FY 2014‐15; 5.4379% of pay in FY 2015‐16; 5.6919% of pay in FY 2016‐17; 5.9459% of pay in FY 2017‐18; 6.2% of pay in FY 2018‐19.”
 
On motion of Regent Farr, seconded by Regent Levy, the Finance Committee approved the establishment of minimum employer contribution rates for Board of Regents employees participating in the Optional Retirement Plan of the Teacher’s Retirement System of Louisiana.
Update on the Proposed FY 2015-2016 Higher Education Operating Budget (HB 1)

Mr. Terrence Ginn, Associate Commissioner for Finance and Administration, updated the committee by stating that HB 1 was now in Senate Finance and that there was no action to be taken on this item.

There being no further business to come before the Finance Committee, Chair Markle declared the meeting adjourned at 11:15 p.m.
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