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STATEMENT OF ESTIMATED FISCAL IMPACT
Fiscal Impact Summary
	This bill would have no immediate expenditure impact to the general fund, federal funds, or other funds.   It would, however, result in higher employer and employee contribution rates in a year in which the funding period is between 20 and 30 years and the plan incurred adverse expense.  
Explanation of Fiscal Impact
State Expenditure
	This bill amends Section 9-16-335 to require that the current 7.5% assumed annual rate of return on the retirement system investments expires on July 1, 2016, and every four years after, unless the General Assembly amends the assumed rate of return at any time during that four-year period.  If the General Assembly does not continue or amend the assumed rate of return prior to expiration, then the assumed rate of return must be set by vote of the State Fiscal Accountability Authority.  This bill also amends Section 9-1-1085, which would change the amortization schedule for employer and employee contribution rates to an amortization schedule of no more than the greater of twenty years or the amortization schedule set forth in the system’s actuarial valuation for the prior fiscal year.  
Public Employee Benefit Authority.  The agency indicates that this bill would modify the process for establishing the assumed rate of return used to perform the actuarial valuation of the Retirement Systems.  Because the proposed legislation does not actually change the assumed rate of return, there would be no immediate   expenditure impact to the Retirement System Funds.  In addition, this bill would modify the provisions for determining the contribution rate for the South Carolina Retirement Systems based on the actuarial valuation for the prior fiscal year.  If all future assumptions are met to include the investment return rate, then the projected contribution rates under this funding policy would be the same as the current policy.  If, however, future assumptions are not met, then we anticipate an expenditure impact to Retirement System Funds.  For example, in a year when the funding period is between 20 and 30 years and the plan’s investment return assumption is not met, this bill may require higher employer and employee contribution rates.  The bill would have no expenditure impact to the general fund or federal funds.  
State Fiscal Accountability Authority.  This agency indicates there is no expenditure impact to the general fund, federal funds, or other funds.  

Frank A. Rainwater, Executive Director
Revenue and Fiscal Affairs Office
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[bookmark: titletop][bookmark: titleend]TO AMEND SECTION 9‑16‑335, CODE OF LAWS OF SOUTH CAROLINA, 1976, RELATING TO THE ASSUMED RATE OF RETURN FOR RETIREMENT SYSTEM FUNDS, SO AS TO PROVIDE THAT THE ASSUMED RATE OF RETURN EXPIRES EVERY FOUR YEARS UNLESS ACTION IS TAKEN BY THE GENERAL ASSEMBLY, AND IF NOT, THE RATE IS SET BY THE STATE FISCAL ACCOUNTABILITY AUTHORITY; AND TO AMEND SECTION 9‑1‑1085, RELATING TO EMPLOYER AND EMPLOYEE CONTRIBUTION RATES FOR PURPOSES OF THE RETIREMENT SYSTEM, SO AS TO REDUCE THE AMORTIZATION SCHEDULE FROM THIRTY YEARS TO TWENTY YEARS.
	Amend Title To Conform

Be it enacted by the General Assembly of the State of South Carolina:

SECTION	1.	Section 9‑16‑335 of the 1976 Code, as added by Act 278 of 2012, is amended to read:

	“Section 9‑16‑335.	(A)	For all purposes of this title, the assumed annual rate of return on the investments of the Retirement System must be established by the General Assembly pursuant to this section. Effective July 1, 2012, the assumed annual rate of return on retirement system investments is seven and one‑half percent.
	(B)	The assumed rate of return established in subsection (A) expires on July 1, 2016, and every four years thereafter unless, at any time during that four year period, the General Assembly, by joint resolution, amends the assumed rate of return for the remainder of the current four‑year period.
	(C)	No later than January first of each year in which the assumed rate of return is due to expire, the board shall submit a proposed assumed rate of return for the corresponding four years to the President Pro Tempore of the Senate, the Speaker of the House of Representatives, and the State Fiscal Accountability Authority.  The proposed assumed rate of return must be developed in consultation with the board’s actuary.  Along with the proposed rate, the board shall submit an actuarially based explanation for the rate proposed.
	(D)	If the General Assembly does not continue or amend the assumed rate of return prior to expiration, the assumed rate of return must be set by vote of the State Fiscal Accountability Authority.”

SECTION	2.	This act takes effect upon approval by the Governor.
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