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SUPREME COURT OF LOUISIANA
No. 04-CA-0227

LOUISIANA MUNICIPAL ASSOCIATION,
THE PARISH OF JEFFERSON, LOUISIANA, ET AL.

V.

o THE STATE OF LOUISIANA AND © JAN 192005
THE FIREFIGHTERS’ RETIREMENT SYSTEM '

ON APPEAL FROM THE NINETEENTH JUDICIAL DISTRICT COURT,
. EOR THE PARISH OF EAST BATON ROUGE
) H'ONQRABL'E TIMOTHY E.KELLEY, JTUDGE

/m’fRAYLOR, TJustice”

The issue in this casé is whother the statutory funding structure of the
Firefighters’ Retirement System (* ‘FRS”) violates the requirements of the Louisiana
Constitution. Plainfiffs' arelocal goveﬁunent employérs whose firefighter employces
are members of the FRS. Plaintiffs filed suit against the State of Louisiana (“State”)
and the FRS seeking: (1) a declaration that the employers’ contribution rate to the
retirement system was stafutorily fixed at 9% and (2) an injunction preventing the
State and the FRS from obtaining or demanding from the employers more than 9%

as the ate of their contribution to the retirenment systefil.

* Retlred Judge Wealler L Lapier, Jr., asgignad of Jus_tit_:e adhar, sitfing in placs of Associate

- Justice Berrictie 7. Johngon, recused.
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! The original plaintiffs in this action consist of the following association and political
subdivisions: Douisiana Municipal Association; the Parish of Tefferson, Louisiana; and the citics of
Abbeville, Alexandria, Bossier City, Crowley, DeRidder, I onesboro, Kaplan, Kenner, Leesville,
Minden, Morgan City, Natchitoches, New Iberia, Pincville, Ponchatoula, Port Allen, Ruston and
Sulpher, Louisiana. After the filing of the original petition, various fire districts and other local
govemment employers of firefighters filed petitions fo infervene as plaintiffs: St. George Fire
Protection Distnict No. 2; the Central Fire Protection District No. 4; Fire Protection District 4.A; the
Lafayette City-Parish Cousolidated Government; the Terrcbonne Parish Consolidated Govenment,
and the cities of Bastrop, Bogalusa, Funice, Hanvnond, Harahan, Haughton, Lake Charles, Motixee,
Qoglousas, St. Gabriel, Shreveport, Westlake, West Monroe, Winmsboro, and Zachary, Louisiana.
Al but two of these “intervening plaintiffs,” along with e original plamiiffs, appearas petitionor
in the amended and restated petition. See Vol. 5, p. 1002-1034. St. George Fire Protection District
No. 2 and Central Fire Protection District No. 4 maintained separate petitions; however, these
plaintiffs adopted the arguments of the Amended and Restated Petition. See Vol. 3, p. 868-871 and
Vol. 6, p. 1108-1111. All of these parties will be referred to as “plaintiffs” this opinion.
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This case is befcﬁe the court as a direct appeal, pursuant to La. Const. art. 5,
§ 5(D), based on the fact that the district court declared La. R.S. 11:103 and La. R.S.
11:104 unconstitutional as applied to the FRS in its judgment, along with several
legislative acts which have effected changes in the statutory funding structure of the
FRS.? The district court’s judgment also permanently enjoined the FRS from
collecting more than a contribution rate of 9% from an erpployer whose employees
arc members ofthe FRS. After a thorough review of the recnrd, and the statitory and
constitutional brbvis_ions at issue, we affirm in part, reverse in part and order that the
penmanent injunction issued against the FRS bt;t lifted.

HISTORICAL BACKGROUND

Before the legal analysis of the various acts and constitutional provisions of
this complex subject matter is presented, it is necessary to provide a history of the
creation of the FRS, the state’s response to a sut;sequent fiscal crisis, and the effect
of certain stabtory amendments affecting the FRS, in order to understand the legal
analysis in contexi.

Creation of the FRS

The FRS was created by the legislature pursuant to Acts 1979, No. 434, § 1,
consisting of La. R.S. 33:2151 through La. R.S. 33:2165, effective Janvary 1, 1980.
The PRS was established to provide retirement allowances and other benefits to
firefighters employed by any municipality, parish or fire protection district m the
state 3

The FRS is administered through a board of trustces whose members are

2 aswill be discussed in greater detail in this opinion, the district judge specifically found
the following: Act 645 of 1991, Act 397 of 1991 and Section 2 of Act 1160 of 2001 viclate La.
Const. art. 10, § 29(B)(5); Acts 792 and 1293 of 1997 violate La. Const. art. 10, § 29(E)(3) and (4).

3 La. R.S. 33:2151(A)(1980); currently La. R.S. 11:2251. As will be discussed, injra, the
statutory provisions of the FRS were later re-designated in Title 11. Where appropriate, both the
statute as enacted, and as currently found, will be cited.

2
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designated by the legislature.* The board members are anthorized by the legislature
to designat_é an actuary who serves as the technical advisor to the board of trustees
regarding the operation of the FRS.® The legislature placed the FRS znd its board of
trustees in the Department of the Treasury.®

The FRS is a defined benefit plan.” Tn other words, the benefits to which an |
employee is entitled upon retirement are defined, in this case by statute, and the
participant oun depend upon. that valne npan retirement,t The FRS is not a defined
confribution plan. In a defined contribution plan, the contributing parties, typically
the employer and employee, contribute fixed amounts to the plan, and at the time of
retirement, the participant in the plan receives the accumulated balance m thé
account.’

The FRS has three main sources of funding: (1) employee contributions, )

employer contributions and (3) dedicated tax revenues from the state.'® These FRS

assets are credited to one of five sub-funds which comprise the retirement system.!!

4 L4 R.S. 33:2158(A) (1980); currenily La. R.S. 11:2260.
5 La R.S. 33:2158(C) (1980); currenily La. R.S. 11:2260(C).
5 Acts 1979, No. 434, § 3; La. R.S_ 36:769(D)(8)(1980).

7 See Vol. 1, p. 81, Legislative Auditor Report, November 2002; Vol. &, p. 1608,
Tndependent Auditor’s Repoxt, 1994; and Vol. 13, p. 2233. The record in this case consists of
thirteen (13) volumes. Citations to the record will designaie the volume aud pape nuwuber. o
addition, there is a problem with the Bates-nurnbering in Volume 13. The Bates-numbering follows
sequentially from Vol. 12 uniil page pumber 2269. The page numbering then jumps to pagenumbers
2198 and 2199. Thereafter, the page mumbering starts over at page unmber 2200-2208, when it
jumps again to page number 227 0-2274. The page numbering then begins agamn sequentially from
page number 2209. In order to ensnre understanding of the record citations, the volume number,
page number and speaker will be identified where appropriate. ‘

? 1a R.S. 33:2155(1980); currently La. R.S. 11:2256; see also Vol. 13, p. 2233.
5 Sea Vol 13, p. 2233.

1 Spe Yo R.S. 33:2160(B)(1), (D)(1) and (D)(6) (1980); currently La. R.S. 11:2262.
Another source of funds for the FRS, although not a main source of funding, is the interest which
accrues on investment of FRS assets. '

1 La RS 33:2160(A) (1980); currently La. R.S. 11:2262.

3
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Only two of the five sub-funds are important to this analysis."
Employee Contributions 5
The legislature provided that the employees’ conﬁ?lbutions are to “ be
accumulated in the Amuity savings fund.” For all but a brief period since its
incopliow, the FRS rate of contribution. for employeee hae been: statutorily set at 8%
of salary excluding overtime.'* These contributions are éaccumulated by the
firefighters’ employers through payroll deductions and provided to the FRS.*
Employer Contributions f
The legislature provided that the firefighters’ cmployel‘s} * contributions are to
be accurulated in the Pension accumulation fund.'® As originally conceived,
employers were 1o pay inFo this sub-fund the amount of 9% of payrell, excluding
overtime but including state supplemental pay, and to remit this amount monthly to
the FRS. Tn addition, employers were also responsible for contributing to the FRS an
amount known as the “normal contribution rate,” which was to be determined by the

actuary after calculation of the liabilities of the system, mortality rates, interest and

nther variahles."”

2 The Annuity savings fund and the Pension accumulation. fund are discussed in the body
of the opinion, The three other sub-funds are: (1) the Annuity reserve fund, which is comprised of
the amounts accumulated in the Anriuity savings fund and Pension accumulation fund when a FRS
member retires; (2) the Expense fund, which is funded by the Pension accumulation fund and/or
interest on investments; and (3) the Deferred Retirement Option Plan accownt, in which is
acourmlated all payments made pursuant fo the FRS deferred retirement option plan. La. RS,
33:2160(C), (D)(4), (E) (1980), currently La. R.S. 11:2262(C), (E) and (G); Acts 1980, No. 178, §
1, Acts 1984, No. 450; La. R.S. 33:2155.1 (1984).

13 1a R.S. 33:2160(B)(1)(a) (1980); cumrently La. R.S. 11:2262(B).

14 Acts1991, No. 307, § 1 reduced the rate of the employee contribution to the FRS from
8% to 7%. However, the rate of the employee confyibution was raised again to 8% o the following
year in Acts 1992, No.253, § 1. SeeLa. R S. 11:2262(B)(1).

15 T4 R.S. 33:2160(B)(1)(2) (1980); vurruudly La. R.S. 11:2262(B)(2).
¥ La. R.S.33:2160(D) (1980); cumrently T.a R.S. 11:2262(D).
17 fa, R.S.33:2160(D)(1) and (3) (1980) provided:

(contimued...)
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Dedicated Tax Revenues

The legislature provided the third main source of funding for the FRS by
dedicating to the FRS tax revenues collected through assessments agamst INSurers
conducting business in ﬂ;le state. Prior to the creation of the FRS, the legislature
created the Louisiana Insurance Rating Commission (“Commission”) in Ja. R.S.
22:1401 etseq. Section 2 of Acts1979, No. 434 amended La. R.S.22:1419t0 provide
for a specific dedication of tax revenue for the benefit of the FRS derived from
assessments against insurers conducting business in the state which were collected

in the Insurance Premium Tax Fund (“TPTF*)."* The legislature dedicated to the RS

Y(...continued) ‘

(1) In addition to the assessment collected above [i.e. the employee contributions to
the Annuity savings fund], cach municipality, parish or fire protection district which
has employees on its fire protection force who become members in the Firefighters
Retirement systern shall coutribute an amount cqusl to nine pereent of the eamable
compensation of each firefighter cligible for membership in the Firefighters’
Retirement Systern and shall remit” this amount monthly to the Firefighters’
Retirement System.

EET

(3) On the basis of regular interest and of such inortality and other tables as shall be
adopted by the board of trustees, the actnary cngaged by the board to make each
valuation required by this Subpart during the period over which the acerued liability
contribution is payable, immediately afler making such valuation, shall determine the
uniform and constant percentage of the compengsation of the average new enfrant,
whichif contributed on the basis of compensation of such new entrant throughout the
entire period of active scrvice would be sufficient to provide for the payment of any
pension payable on his account. The rate percentum. 50 determined shall be known
26 the “normal contribution” rate. Afier the acerued liability contribution has ceased
to be payable, the normal contribution ratechell be the rate percentom of the eammed
salary of all members obtained by deducting from the total labilities of the pension
accumulation fimd the amount of funds on hand to credit of that fund and dividing
the rexnainder by one percentum of the present value ofthe prosp ective future salaries
of all members as computod on the basis of the mortality and service tables adopted
by the board of trustees and regular interest. The normal rate of contributions shall
be determined by the actuary after cach valoation.

Currently, these provisions are in La. R.S. 11:2262(D)(1) and (3).
® Acts 1979, No. 434, § 2 provided:
§ 1419. Commission expense fund; assessments against busurers; dedications
A. Tt shall be the duty of the commission to determine an amount sufficient to

ensblc it to pay the expenses of its organization and operation, and the salaries and
(continued..)
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funds from the TPTF calculated as “an amount equal to two-tenths of one percent of
the gross direct premiums received in this state, in the preceding year, by insurers
doing business in this state and subject to this Part, less returned premiums ... " In
the same legislation, the legislature dedicated four-tenths of one percent of the JPTF
to the Municipal Police Emplayres’ Refirement System and one-tenth of one percent
of the IPTF to the Sheriffs’ Pension and Relief Fund.*

IPTF funds are placed into the Pension accumulation sub-fund of the FRS. 2
Thus, the gross or total “employers’ contribution” in the Pension accummniation sub-
fund s made up of the contribution directly obtained from the employers and the
dedicated tax reverue from the IPTF.

State Guarantee

Tn addition to providing for the structure and funding of the FRS, Acts 1979,

8. continued)

expenses of its members and employees, and to pay any other expenses which may
be necessary in the conduct of its business and for the enforcement of the provisions
of this part. The commissioner of insurance shall be paid sixty thousand dollars
annually from the fund for the operating fund of his office, payments to be made
monthly. Anexpense fund in the amonnt so determined by the commission shall be
provided by all insurers doing business in this state and subject-to this-pert, by the
payment of an assessment to be levied against therm by the commission in proportion
to their gross direct premiums received in this state in the preceding year, less
retuned premiums, provided, that no such assessment shall exceed one percent of
such premiums, and further provided that, regardless of the percentage assessed by
the commission, an amount equal to four-tenths of one percent of the gross direct
premiums received in this state, in the preceding year, by insurers doing business in
this state and subject to this Part, less returned premiums shall be deposited by the
commission with the state treasurer to the account of the Municipal Police
Employees’ Retirerent system, and an amount equal to one-tenth of one percent of
the gross direct premiums received in this state, in the preceding year, by insurers
doing business in this state and subjeot to this Part, less reétrned preminms shall be
deposited by the commission with the stat treasurer {0 be paid to the account of the
Tircfighiers” Reticucut Bysten.  Any fnsurer whioh has not had-one full year of
experience immediately preceding said assessment, shall pay asumo be fixed by the
commission, and the following years its proportion shall be based upon its estimated
premiums for the current year, subject to revision at the end of the yoar in accordance
with the gross premiwmns received by said insurer, as hereinabove provided.

® Id,
» 14
2% T4 RS 33:2160(D)(4) (1980); currently La. R.S. 11:2262(D)(6).

6
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No. 434 provided that the state would guarantée the payment of retirement benefits
to mermbers of the FRS. La. R.S.33:2165 ( 1980)‘provided: “[t]he state of Louisiana
hereby guarantees benefits payable to a member of this system or a retirce or to his
lawful beneficiary upon his death.”

The State Fiscal Crisis

Constituﬁ'onal Changes

In the late 1980's, Louisiana faced a cash flow crisis brought on, n part, by the
worldwide collapse of oil prices and an inability of the statc to borrow funds. See
Strickland v. State Through Off Of Gov., 534 So0.2d 956 (La. 1983). In ordér to
ensure the financial soundness of the state and statewide public retirement systems,
the legiglature proposed amending the state’s constitmtinn reparding refirement and
retirerment benefits.

Pursuant to Acts 1987, No. 947, § 2, the proposal to add paragraph (E) to La.
Const: art. 10, § 29 was submitted to the electors of the State of Louisiana and was
ratified by them on November 21, 1987. See La. Const. art. 10, § 29, “Historical
Notes.” This section of the state constimtion became effective on December 24,
1987. Id.

Ta. Const. art. 10, § 29(B)(1) requires that the state and statewide retirement
systems™ attain and maintain actuarial soundness and that the Icgislaﬁufe establish the
particular method of actuarial valuation to be employed by each statc and statewide
retircment systein for doing so. Subsection (E)(2) provides constitutional

requirements for public retirement systems whose benefits are guaranteed by the

At irial, the legislalive suditos, M. Svuderpaard, explained that the benefits of a “state”
retirement system are guaranteed by the state, while the benefits of a “statewide” retirement system
are not guaranteed by the state. See Vol. 13, p. 2274. The primary responsibility for funding a
guaranteed system lies with the state. A system not guaranteed by-the state may use a varisty of
funding mechanisms, such as direct contributions from employexs and employees, ad valorem taxes,
dedicated taxes and revenue sharing. See Vol 4, p. 793.

7
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state.? Subsection (E)(B) requires that, f(;r all statewide public retirement systerns
whose benefits are not guaranteed by the siate, the legislature roust determine all
required contributions to be made by members, employers and dedicated taxcs for the
sound actuarial maintenance of the systems. In addition, this subpart requires the
elimination of unfunded accrued liability in these retirement systems by the year
2029, commencing with Fiscal Year 1989-1990. Subsection (E)(4) prohibits the state
and the governing authorities of the state and statewide public retirement systems
from taking any action that would cause the actuarial present value of expected future
cxpendilures of the retirement syetem 1o exceed or further excend the sum of the
current actuarial value of assets and the actuarial present value of expected future
contributions to the retirement system, except with respect to normal business
opérating expenses, capital outlay expenditures, management of investments, and cost
of living increases as provided by law. Subsection (E)(5) mandates that all fands of
the state and statewide public retirément systems are used for the purposes of the
retirement systems and cannot be encumbered or diverted to any other purpose. This
subpart prohibits thé diminishment or impairment of the accrued benefits of the
members of the state and statewide public retirement systems and provides that future

benefit provisions shall only be altered by legislative enactment.”

7 Duc to the fact that the legislature repealed the state pnaraniee of benefits to the FRS,
discussed infra, these requirements are not at issue here.

2% 1 Const. art. 10, § 29(B) states as follows:

(E) Actuarial Soundness. (1) The actuarial soundness of state and statewide retirement systems
shall be attained and maintained and the legislature shall establish, by law, for each state or statewide
retirement system, the particular method of actuarial valuation to be employed for purposes of this
Sectiou. ‘

[Due to the fact that the legislature repealed the state guarantee of benefits, discussed
infra, the provisions of Subsection (2), applicable to state-guarantecd public
retirement systems, are not applicable here.]

(3) For statewide public retivement systems not covered by Paragraphs (A) and (B)
(continned...)
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At the time that Section (E) became effective, thc FRS was a state guaranteed
retirement system pursuant to La. R.S.33 :2165 (1980).
Statutory Changes: Acts 1988, No. 81
Title 11: Chapfter I
In the year following the adoption of La. Const. art. 10, § 29(E), the legislature
enacted Title 11, to be comprised of La. R.S. 11:1 through La. R.S. 11:127, and

known as the “Louisiana Public Retirement Law.” In Title 11, the legislature began

the process of conselidating the law regatding puhlic retirement systems in order to

#(_..continued)

of this Section, the legislature shall determine all required contributions to be made
by members, contributions to be made by employers, and dedicated taxes required
for the sound actuarial maintcnance of the systems, including the elimination of the
unfunded accrued liability as of the. end of the 1988-1989 Fiscal Year, npder the
method of valuation selected under (1) above, by the year 2029, commencing with
Fiscal Year 1989-1990.

(4) For all state and statewide public retirement systems, neither the state nor the
governing authority of such system chall take any action that shall cause the actuarial
present value of expected future expenditures of the refirement systsm to exceed or
farther ‘exceed the sumn of the current actuarial value of assets and the actuarial
present value of oxpected future receipts of the retirement system, except withrespect
1o the following:

(2) Normal business operating expenseés of the retirement system.
(b) Copital outlay expendibuwes of the retirement system.
(c) Mamagement of mvestments of the retirement system.

(d) Cost-of-living increases to yetirees, as provided by law, provided
{he retirement systemn 1s approaching actuarial sounduess asprovided
by law, and the granting of such increase does not cause an increase
in the actnarially required contribution rate.

(5) All assets, proceeds, or income of the state and statewide public retirement
systems, and all contributions and payments made to the system fo provide for
retirement and related benefits shall be held, invested as authorized by law, or
disbursed as in trust for the exclusive purpose of providing such bencfits, refunds,
and administrative expenses under the management of the boards of trustees and shall
not be encumbered for ox diverted to any other purpose. The accrued benefits of
members of any state or statewide public retirement system ghall not be diminished
or impaired. Future benefit provisions for members of the state and statcwide public
cetirement systems shall only he aliered by legislative enactment.

2 Acts 1988, No. 81, § 2; Title 11, Chapter 1, § 1; La. R.S. 11:1.

9
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comply with the constitutional mandate provided in La. Const. art. 10, § 29(E) that
public retirement systems be maintained on sound actuarial basis.”

The legislaturerecognized that aench aconsolidation could ot be accomplished

in a single act, but that such a process would proceed over a period of time.’
Consequently, the legislature was aware of the need for the new provisions of Title
11 to be understood in conjunction with existing public retirement legislation. The
legislature provided a mechanism for the harmonization of the new and existing
public retirement law in Chapter 1 of the legiglation enacting Tifle 11, to be
designated as La. R.S. 11:3, as follows:

Except as is specifically otherwise provided, the provisions of this Title

do not repeal comparable provisions contained within separate laws

goverping state and statcwide public retirement systems. However, the

provisions of this Title shall be controlling in case of conflict with the

separate laws. The separaie laws shall continue to be operable to the

extent they aie not in conflict with the provisions of this Tifle.®
Thus, existing law was to be followed except where it conflicted with the provisions
of Title 11,

Title 11: Chapter 2

The legistatare understood that the cons olidation of public refirciment systerns
would be an on-going process. Chapter 2 of Title 11, entitled “Required
Contributions,” was designated by the legislature “as a depositary for legislation
involved in a continuing process of consolidation of law relative to required

~

contributions to public retirement systems t0 achicve and maintain those systeros on

a sound actuarial basis.™”

% La. RS 112,

27 Acts 1988, No. 815 § 1.

® Acts 1988, No. 81, § 2, Title 11, Chapter 1, § 3; La. RS 11:3.
M Acts 1988, No. 81, § 2, Chapter 2, Part 1, § 11; La. RS. 1111,

10
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In Chapter 2 of Title 11, the legislature enacted statutes responding to the
constitutional requirements in La. Const. art. 10, § 29(B). The legislaturc cstablished
in La. R.S. 11:22 the distinct method of actuarial valuation which each state and
statewide retirement system must use to comply with the constitutional mandate in
La. Const. art. 10, § 20(E)(1).%° The legislature esteblished in La. R.S. 11:42 the
method for amortizaﬁoﬁ of unfunded accrued liabilities for each of the state and
statewide retirement systems in compliance with the constitutional mandate in La.
Const. art. 10, § 29(E)2)(c) and (3).*' To comply with the constitutional mandate of
Ta. Const. art. 10, § 29(E)(2)(a) and (3), that the legislature determine and set all
required contributions to be made by members of state and statewide public
retircment systems, the legislature in La. R.S. 11:62 established employee
contribution rates.?? To comply with La. Const. art. 10, § 29(E)(3), the legislature
established ad valorem tax cénttibutions inLa. R.S.11:82 for those public retirement
systems, not including the FRS, which have that type of tax as a finding source.

In compliance with La. Const. art. 10, § 29(E)(2)(b), (¢) and (3), the legislature
provided a multi-level formula to determine the rate of employer contributions in La.
R.S. 11:102, applicable to public retirement systeins in which the benefits are
guaranteed by the state, and in La. R.S. 11:103, applicable to public retirement
systems in which the benefits are not gnaranteed by the state.”* Bach statute provides

a general formula whereby the systems” actuaries calculate annually the amount of

M Acts 1988, No. 81, § 2, Chapter 2, Part 2, Subpart A, § 22; La. RS. 11:22(B)(4)
established that the actuarial valuation method for the FRS is “‘entry age normal.”

3L Acts 1988, No. 81, § 2, Chapter 2, Part 2, Subpart B, § 42; La. R 8. 11:42(B)(3) provides
that the unfunded accrued liability of the FRS as of June 30, 1989, shall be amortized over a thirty
year period, commencing with fiscal year ending 1990, with level dollar payments annually.

2 Acts 1988, No. 81, § 2,Chapter 2, Part 2, Subpart C; La. R.S. 11:62(3) provided the
employee contribution rate for the FRS was 8%. This coordmates with the percentape as was
reflected in R.S. 33:2160(B)(1)(2) (1980).

33 Acts 1988, No. 81, § 2, Chapter 2, Part 2, Subpart E, § 101; La. R.S. 11:101.

11
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the employers’ contribution after taking into accoumt the normal costs of the
retirermont systems—the known ameunt of the employees’ centributione, the aesete
within the system, the expected return on investments; and the projected liabilities of
the system, including payment bf unfunded accrued liabilities over time. This
calculation must be performed anmually by the actuariés 0 that changes in any of the
variables of the system may be addressed promptly. In this formula, the “known”
variables are calculated with the kprojected or actuarially determined varjables to
stabilize the formula and, thus, achieve actuarial soundness.

In La. R.S. 11:102,* in state goaranteed systems, the actuarially required

3 1. R.S. 11:102, as enacted in Acts 1977, No. 81, provides as follows:

§ 102. Employer contribufions; determination; payment; state and statewide
public retirement systes whose benefits are pnaranteed by Article X, Section
29(A) and (B) of the Louisiana Constitution

A. The provisions of this Section are applicable with respect to state and statewide
public retirement systems whose benefits arc guaranteed by Article X, Section 29(4)
and (B) of the Louisiana Constinition.

B. (1) For each fiscal year, commencing with fiscal year 1989-1990, for each of the
public retirement systems referenced in Subsection A of this Section, the legislature
shall set the required employer contribution xate equal to the actuarially required
employer contribution, as determined under Paragraph (3) of this Subsection, divided
by the total projected payroll of all active members of each particular system for the
fiscal year. Each entity funding a portion of a members salary shall also fund the
employer’s contribution: on that portion of the member’s salary at the employer
contribution rate specified in this Subsection.

(2) At the end of each fiscal year, the difference between the actuariaily required
enployer contribution for the fiscal year, as determined under Paragraph (3) of this
- Subsection, and the amount of employer contributinns anfnally received for the fiscal

year, excluding any amounts received for the extraordinary purchase of additional
benefits or sexvice, shall be determined. ‘

(a) If the amount of employer coniributions received for the fiscal year 1s less than
the actuarially required employer contribution for the fiscal year, due to the failure
of the legislature to appropriate funds at the required employer contribution rate, the
difference shall be paid by the state treasurer from the state general fund upon
warrant from the governing authority of the retirement systeni.

{b) Differences occuiring for any other reason, together with interest computed

therson at the actuarially assumed rate to the middle of the next fiscal year, shall be

added to the following fiscal year”s actuarially required employer contribution if the

difference was an underpayment and shall be subtracted from the following fiscal

year’s actuarially required employer contribution if the difference was an
(continued...)

12



JAN/19/2005/WED 03:13 ML JA OFC COPY BM FAY No. 5043102587 FO014

employer contribution rate, as determined by the formula in Paragraph (B)(3), is

annually compared with the employer contributions actually received”® If the

3 ..contimued)
overpayment.

(3) With respect to cach public retirement system referencedin Subsection A of this
Section, the actuarially required employer contribution for each fiscal year,
commencing with fiscal year 1989-1990, shall be that dollar amount equal 0 the sum
of:

(a) The employer’s normal cost for that fiscal year, computed as of the first of the
fiscal year using the system’s actuarial funding method as specifiedinR.S. 11:22 and
taking into account the value of future accumulated employee contributions and
interest thereon, such employer’s notmal cost projected to the middle of that fiscal
year at the actuarially assumed interost rale.

(6) That fiscal year’s payment, computed as of the first of that fiscal year and
projected to the middle of that fiscal year at the actuarially assumed interest rate,
using the system’s amortization method specified 11 R.S. 11:42, necessary to
amortize the nnfunded accrued liability as of June 30, 1988, such unfunded acerned
Liability computed using the system’s actuarial funding method as specified in R.S.
11:22.

(c) In the case of an underpayment in the previous fiscal year that has notbeen paid
by the treasurer, such previous year’s underpayment. In the case of an overpayment
in the previous fiscal year, a negative amount equal In absolute value to the previons
fiscal year’s overpayment.

(d) That fiscal year’s payment, computed as of the first of that fiscal ycar and
projected to the middle of that fiscal year at the actuarially assumed witerest rate,
necessary to amortize changes in actuarfal liability due to:

(@) Actuarial gains and losses, if appropriate for the funding method used by the
system as specified in R-S. 11:22, for cach. fiscal year commencing after June 30,
1988, such payments to be computed ag level dollar amounts over a period of fifteen
years from the year of occurrence of each such actuarial gain or loss, such gains and
losses to include any increases in actuarial liability due to governing anthority granted
cost-of-living increases.

(if) Changes in actuarial assumptions or the method of valuing of assets, such
payments to be cornputed as level dollar amounts over a period of fifteen years from
the year of occurrence of the change.

(iif) Changes in acmarial finding methods, excluding changes in methods of
valuing of assets, such payments to be computed as level dollar amounts over a
period of thirty years from the year of occurrence of the change.

(iv) Changes in actuarial accrued Jiability, computed using the actuarial finding
method as specified in R.S. 11:22, due to egislation changing plan provisions, such
payments to be computed in the manner and over the time period specified in the
lepisiation creating the change or, ifnot specified in such legislation, as level dollar
amounts over a period of fifteen years from the year of occurrence of the change.

3 See La R.S. 11:102(B)(2).
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employer contributions actually received are less than those required by the actuary,
then the governing authority of the retirement system is authorized to present to the
state treasurer a warrant for the amount needed to make up the difference, and the
amount is paid by the state treasurer from the state general fund.’® The fact that any
shortfalls in the actuarial computation are the direct responsibility of the state itself
is a defining feature of a state-guaranteed public retirement system.”’

The legislature enacted a similar formula in La. R.S. 11:103 to annually
determine the rate of emplover contributions for the public retirement systems whose

benefils are not guaranteed by the state.3® In R.S. 11:103, however, the difference

3 SoeLa. R.S. 11:102(B)(2)(a)-
31 See Vol. 13, p. 2274 (testimony of Mx. Sondergaard, legislative anditor).

3 7.4 R.S.11:103, as enacted in Acts 1988, No. 81, provided as follows:

§ 103. Employer contributions; determination; payment; state and statewide
public retirement systems whose benefits are not guaranteed by Article X,
Section 29(a) and (B) of the Louisiana Constitation

A. The provisions of this Scction are applicable with respeot to those state and
statewide public retirement systems whose benefils are ot guaranteed by Article X,
Section 29(A) and (B) of the Louisiana Constitotion.

B. (1) For cach fiscal year commencing with, the fiscal year ending 1990, for each
public retirement system referenced in Subsection A of this Section, the employer
contribution rate shall equal the actuarially required employer coniribution as
detenzined under paragraph (3) of fthis subsection. divided by the total projected
payroll of all active members of the particular system for the fiscal year, such rate to
be rounded to the nearest one-quarter of one percent.

(2) At the end of each fiscal year, the difference between the actoarially required
employer contribution for the fiscal year, as determined under Paragraph (3) of this
Subsection. by the most recent actuarial valuation, and the amount of the employer
contributions actually received for the fiscal year, excluding any amounts received
for the extraordinary purchase of additional benefits or service, shall be detenmined
1o be that fiscal year's short fall amount.

(3) The acmariaﬂj'( required employer contribution for each fscal year,
commencing with fiscal year ending 1990, shall be that dollar amount equal to the
sum of?

() The employer’s normal cost for that fiscal year, computed as of the first
of the fiscal year using the system’s actuarial funding method as specified in R.S.
11:22 and taking futo account the valuc of employee contributions and dedicated
funds, including luterost hreicen, such cmployor’s normo] coet orojected to the
middle of the fiscal year at the assumed actvarial interest rate.
(continued...)
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between the actuarially xequired employer contributions and the employer
\v

contributions actually recetved are determined to be that fiscal year’s short fall

amount.”” That short fali amount-is lhea meludat orthe succesding-fiscal yoar's

calculation as an amount to be amortized over a period of five years.*

3(__continued)
(b) The projected noninvestment related administrative expenscs for the fiscal
year. '

(c) That fiscal year’s payment, computed at the first of that fiscal year and
projected to the middle of that fiscal year, at the actuarially assumed mterest rate
necessary lo amortize previous years® shortfall amounts, if any, as a level dollar
amount over a period of five years from the date of occurrence.

(d) That fiscal year’s payment, computed as of the first of that fiscal year
using fhat system’s amortization method specified in R.S. 11:42, necessary to
amortize the unfunded accrued liability as of the end of the fiscal year ending 1989,
such nnfunded accrued liability computed using the system’s actuarial funding
method as specified in R.S. 11:22, such payment projected to the middle of that fiscal
year at the actuarially assumed interest rate.

(€) That fiscal year’s payment, computed as ofthe tirst of that fiscal year and
projected to the middle of that fiscal year at the actnarially assumed interest rate,
necessary to amortize changes in actuarial liability due fo:

(i) Actuarial gains and losses, if appropriate for the fanding method used by
{he system as specified in R.S. 11:22, for each fiscal year commencing with the fiscal
year ending 1990, such payments to be computed as level dollar amounts over a
period of fifteen years from the year of occurrence of each such actuarial gain or loss,
such gains and losses to include any increases in actuarial liability due to governing
authority granted cost-of-living mereases.

(ii) Changes in actuarial assumptions of the method of valuing of assets,
such payments to be computed as level dollar amounts over a period of fifteen years
from the year of occurrence of the change.

(iii) Changes in actuarial fanding methods, exclnding changes n methods
of valuing of assets, such payments to be computed as level dollar amounts over a
potiud of thitty years from the year of oceurrence of the change.

(iv) Changes in actuarial accraed liability, computed using the actuarial
finding method as specified in R.S. 11:22, due to legislation changing plan
provisions, such payments to be computed in the manner and over the time period
specified in the legislation creating the change or, if not specified 1o such legislation,
as level dollar amounts over a period of fifteen years from the year of occurrence of
the change.

¥ SeeLa R.S.11:103(B)(2).
“© Soe La. R.S. 11:103(B)(3)(c).
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