FISCAL NOTE

Bill #: HBO0152 Title: Ad Hoc Purchasing Power increase to retired
members of FURS

Primary Sponsor: K. Galvin-Halcro Status: As Introduced

Sponsor signature Date David Ewer, Budget Director Date

Fiscal Summary

FY 2006 FY 2007
Difference Difference
Expenditures:
Other $489,600 $504,288
Revenue:
Other $0 $0
Net Impact on General Fund Balance: $0 $0
[] Significant Local Gov. Impact [] Technical Concerns
[ 1 Included in the Executive Budget X  Significant Long-Term Impacts
[] Dedicated Revenue Form Attached [[] Needs to be included in HB 2

Fiscal Analysis

ASSUMPTIONS:

1.

2.

3.

0

Assume this is the only benefit provision being considered. If other provisions are enacted, the cost
associated with this provision may be different.

This fiscal note uses all the actuarial assumptions adopted by the Public Employees’ Retirement Board for
future experience of the FURS.

This uses the fair market value of assets to analyze this proposal.

This fiscal note estimated the average 2004 CPI using the actual date for January 2004 through November
2004, and projected the December value assuming the average compound rate of increase in effect for
January through November applied to December.

In order to estimate a cost of this proposal this fiscal note assumed the ad hoc benefit increases would be
effective as of July 1, 2005.

There are 136 out of the 498 benefit recipients that have a benefit less than 75% of their original
purchasing power.

Assume the average increase is $300 per month.

The pension benefit paid out will increase by 3% per year.

Total fiscal impact in 2006 = 136 members x $300 x 12 months = $489,600.

Total fiscal impact in 2007 = 136 members x $300 x 12 months x 1.03 (growth factor) = $504,288.
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Fiscal Note Request HB0152, As Introduced
(continued)

FISCAL IMPACT:

FY 2006 FY 2007

Difference Difference
Expenditures:
Benefits (Firefighters’ Unified Retirement System) $489,600 $504,288
Funding of Expenditures:
Other $489,600 $504,288
Revenues:
Other $0 $0

Net Impact to Fund Balance (Revenue minus Funding of Expenditures):
Other (Firefighters” Unified Retirement System) ($489,600) ($504,288)

LONG-RANGE IMPACTS:
This ad hoc benefit increases the unfunded liability of FURS by $3,469,000 and extends the number of years
to pay off the unfunded liability by 1.1 years or a 6% increase in the number of years of unfunded liability.

Currently the FURS plan has losses from the early part of this decade that have not been included in the
actuarial calculations of unfunded liability. These losses will be phased in over the next two years actuarial
studies. When these losses are included in the amortization of the plan benefits, it is anticipated that the plan
will be out of compliance with the constitutional obligation of the state to maintain these funds in an
actuarially sound position.

The actuary for the FURS plan recommends that all new legislative proposals include a provision for funding
the entire cost of the proposal. This bill provides no funding to cover the cost of the additional benefits.



