COMMONWEALTH OF PENNSYLVANIA
PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM

PSERS Toll-Free: 1-888-773-7748

_ o /& 5N 5th Street Local: 717-787-8540

i i99  Harrisburg PA 17101-1905 Web Address: www.psers.state.pa.us
DATE: September 19, 2013

SUBJECT: Administrative and Directed Commissions Budgets for Fiscal Year 2014-15

TO: Members of the Audit/Budget Committee

FROM:  BrianS. Cacl CPA, Cﬂ@&)ndrew D. Fiscus, CPA AT
Chief Financial Officer ffice of Financial Management

Director - Investment Accounting & Budget

At the October 4, 2013 Audit/Budget Committee meeting the 2014-15 Administrative and
Directed Commissions Budget Reqiest will be presented.

2014-15 Budget Request Summary

The proposed Administrative Budget for the 2014-2015 fiscal year totals $42,523,000 compared to
$41,689,000 for the current year. The overall increase in the Administrative Budget when compared to the
current year 1s 2.0%0; this is primarily caused by rising benefit factors within the Personnel Services control
level, which will be further discussed during the presentation.

The Directed Commissions Recapture Program Budget for 2014-15 totals $2,000,000, the same as
in the current year. The Directed Commissions program budget may be used for actuarial fees, change
orders, and enhancements to the pension system required due to pension legislation.

Attached you will find:

* A summary of the 2014-15 Administrative Budget request with a compatison to the 2013-14
enacted budget and the actual expenditures to date for the 2012-13 and 2011-12 fiscal yeats.
Line item notes of explanation for the 2014-15 Administrative Budget.

The 2014-15 Directed Commissions Recapture Program Budget.

A power point presentation.

A proposed resolution tecommending Audit/Budget Committee approval of the 2014-15
Admimnistrative Budget and the 2014-15 Directed Commissions Budget.

Budget Process

The budget process is similar to past years. The Audit/Budget Committee will review the
proposed budget at its meeting on October 4, 2013. The presentation to the Committee will cover the
Administrative Budget and the Directed Commissions Recapture Program Budget for the 2014-15 fiscal
year. Analysis of relevant changes will be provided, along with details of major categories of proposed
expenditures. It is anticipated that the Board of Trustees will consider the budget at the full Board
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meeting also on October 4, 2013. Following approval by the Board, the budget will be submitted, as
required, to the Governor’s Office of the Budget. The Governor’s Budget Office will review PSERS’
budget request and prepare a recommended budget amount included in the Governor’s Budget released in
February 2014. It is expected that the Legislature will hold budget hearings in February/March 2014 at
which time PSERS’ Board Chair, Executive Director and Chief Investment Officer may be asked to
appear before the House and/or Senate Appropriations Committee to provide information on the budget
or any other matters regarding PSERS. Upon passage of the budget appropration by the Legislature and
apptoval by the Govemor, both required by June 30, PSERS’ modified Administrative Budget request
(rebudget) will be approved by the Office of the Budget in July 2014. The rebudget is PSERS’ opportunity
to recast the initial budget amounts, thereby conforming to the final amount approprated by the
Legislature and approved by the Governor.

If you have any questions before the meeting on October 4, please call either Bran Carl at 717-
720-4905 or Andy Fiscus at 717-720-4664.
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PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM
2014-2015 Administrative Budget Request

COMMITMENT Expenditures Expenditures (09/10/13) | Enacted Budget Request | - Bindget Reguest - | Percontage
ITEM # DESCRIPTION 2011/2012 2012/2013 2013/2014 I0N42018 | W
6600000 Budgetary Reserve - - el R R A
6111000 Salaries 16,461,571 17,378,848 13,585,235 | 040 13,920, 15% 25%
6113000 Higher Classification Pay 2,809 5,002 960 U960 00%
6121000 Wages 375,353 310,962 783,333 145
6131000 Overtime 604,932 451,558 503,808 200%
142000 Hospitalization - State Share 1,707,696 1,953,324 2,045,611 2%
6143000 Social Security Contributions - State Share 999,436 1,030,800 919,948 o
6144000 Medicare ~ State Share 247,675 257,985 215,147 0T%
6145000 Retirement Contributions - State Share 1,220,295 1,899,953 2,130,126 362%
6146000 State Workers Insurance Fund - State Share 293,509 324,264 304,489 I55%
6147000 Employee Life Insurance - State Share 32,046 31,639 30,248 06%
6148000 Health Benefits - State Share 2,647,998 2,368,102 2,850,437 8%
6149000 Unernployment Compensation - State Share 3,958 15,722 El B LR
6151000 Leave Payout Assessment 242,751 291,820 243,658 [ 24%

PERSONNEL SERVICES TOTAL §24,840,027 $26,819,979 $23,613,000 o $2A4ST79,000 Al%
6311000 Travel 81,094 88,831 134,300 7145300 82%
6321000 Treining & Conference Registration 82,710 120,014 121,500 -:1140,500 15.6%
6331100 Telecomm - Recuring 507,285 437,881 417,000 20%
6331200 Telephone-Non-Recurring 9,027 8,504 11,000 o0%
6331320 Telecomm - Voice Hardware less than $5,000 149,971 1,102 2,000 o.0%
6332300 Electricity 44,392 36,244 44,000 0.0%
6341100 Consultant Services « Non IT 529221 714,101 722,000 109%
6341212 Consulting- Managed Services - (vendor hosted SW) 2,098 80,254 -
6341215 Consulting - Maint & Support ~ (post implementation) 2,641 103,836 77,000 Az
6341216 Consulting - Security (Outsourced Inf Sec Services) 10,288 . -
6341218 Consulting - General (IT Support) 151,540 207,630 150,500 40.9%
6341219 Consulting - Quisoursed Infrastructure Sves (DPH) 1,883,197 1,896,810 2,030,000 4.5%
6342100  Lepal Services/Fees (52.664) (61,768) 58,000 a12%
6343100 Specialized Services 346,821 343,896 410,000 5%
6343117 Other Specialized Services 75,106 95,972 246,000 523%
6343200 Advertising - 15,000 10,000 20%
6343300 Medical, Mental, & Dental Services 3,972 4,803 4,000 |- 12.5%
6344302 Software Licensing - Maintenance 817,183 1.015,727 1,046,000 |: i
6344303 Hardware Server - Maintenance 448 348 1,000 0.0%
6344304 Hardware Network - Maintenance 12,893 11,827 13,000 |- $3.8%
6344306 Hardware Periph - Maintenance 12,037 21,889 20,000 0.0%
6344307 Hardware Desktop - Maintenance 8,649 4,762 4,000 |- 00%
6344400 Contracted Maintenrance Non EDP 248,521 143,230 194,000 {: 0.7%
6344420 Telecom Dhata Services 297.206 47,863 60,000 283%
6344600 Contracted Repairs - Non EDP 29,676 7,351 10,000 55.0%
6351200 Real Estate Rental 1,919,426 1,853,732 1,779,000 6.0%
6351300 Vehicle Rental 1,953 2.41% 3,000 “433%
6351400 Office Equipment Rental 271,482 268,129 278,000 |. 8%
6351500 Other Rentals 20,058 28,759 26,000 353%
6361100 Office Supplies 248,154 186,048 227,000 5%
6361300 Educational Supplies (Books) 6,714 1,554 11,000 0.0%
6362100  Medical Supplies 642 1,280 -
6371010 SW License non-recmring less than 55,000 239,773 41,966 55,250 151%
6371011 SW License recurring less than $5,000 2,121 - -
6372005 HW Desktop less than $5.000 160,006 188,204 143,000 |- 406
6373000 Furniture and Fixtures 106,915 9,311 23,300 |: 3.1%
6374000 Other Equipment 10,389 5,953 -
6380710 Motorized Equipment Supplies 26,146 16,616 22,000 | 4.5%
6391010 Postage 992,584 1,227,843 1,145,600 | : -10.5%
6391020 Freight 6,062 5,068 7,000 0%
6391030 Printing 305,254 165,543 276,000 -10.6%
6391040 Subscriptions 78,050 86,500 $7,350 3%
6391050 Membership Dues 31,874 36,861 32,200 9.3%
6351070 Conference Expense 34,851 35,710 51,000 0.0%
6391120 Insurance, Surety & Fidelity Bonds 20,118 19,383 24,000 2%
6399999 Other Operational Expenses 1,778,651 1,597,940 1,933,500 | © 1,518 [E
OPERATIONAL EXPENSES TOTAL S$11,521,537, $11,135,932 S1LN9500 o0t 312,_1.}5,700 LB%
6400651 Telecomm -Voice HW greater than $25,000 37,413 - - i
6450210 Antomobiles 61,996 21,200 -
6450280 Purchase EDP - Computers 37,330 47,830 -
6450301 SW License non-recurring greater than 33,000 36,740 30,745 30,000 | 0.0%
6450302 SW License recurxing greater than §5,000 5,885,615 3,275,156 6,126,500 |+ 7%
6450310 Office Equipment - 5.900 -1 R ]
FIXED ASSETS TOTAL 56,059,094 $3,380,831 $6,156,500| S oo 88,808,300 5T%
TOTAL 342,420,657 $41,336,742 $41,689,000 ;. _342,523,000 FT2S
Operational Expenscs and Fixed Asset combined % change: 18,076,000 17,944,000 0%
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Budget Request
Fzscal Year 2014 15

Administrative Budget Request 2014-15

Personnezl $24.579 000

4 1% fncrease from 20314

Operational & Fixed Assets $17.944.000

0.7%% decrease from 2073-14
PRR - V3 Browser Conversion $2,000,000

Total $42,523.000

Orverall 2 20% inerease over 2013-14




Administrative Budget Request 2014-15

* Emplovee Benefit Rate Increases
o Personnel factors increased:
* Hmplover Retrement Conttbutions increased by 364

- Avnuitent Health 74 and Active Entploves Health msurance 57

* Operational Line Items Decreased

* Bureau reductions to line irems withour losing Operational Lategriy

* Formal Worksheets/Templates Due to Office of the Budget
upon Board Approval

Upon Board approval of the Resolunion - s1aff will finish the preparation of all reguired
schedules and retnplates md forsard them to the Office of the Budger

Administrative Budget Request 2014-15

SUMMARY BY FUND & APPROPRIATION
Public School Employees' Retirement System

FY2013/14 FY2014/15
Enacted Budget
Appropriation Budget Request
Administrative $ 41,680 $ 42,523
Directed Commissions 2,000 2000
Health Insurance Account (HIA) 2373 2447
HIA Health Options Program 2,836 2,863
Investment Related 15,835 15,733 ..
TOTAL $ 64,733 §$ 65,566, - .




Administrative Budget Request 2014-15

Five Year Budget Comparison (in thousands)

639 00
$4,045 54, . 4,2 $6,157 55,808

# Fixed Assets

® Operational

2010-11 2011-12 . 2012-13 2013-14 2014-15
543,528 $4,107 544,144 541,689 542,523

Administrative Budget Request 2014-15

10 Year Trend of PSERS' Administrative Cost per Member
{Active, Annuitants and Beneficiades)

$85.00
590.00 -
$85.00

580.00

$79.86

$75.00 ST a3

" $75.85 $75.79

$74.26 $75.2% $74,55 $74.92

$70.00 ‘ . e S
2006 2007 2008 2008 2010 2011 2012 2033 2014 2015
est. est. e,

Fiscal Yeax Ending Junc 30

Meter Fiseal Years 2051-2013 exclode nog~reeurring costs for Act 120 and V3 Brovser Sonversion.




Administrative Budget Request 2014-15

*  Personnel Services

o 2% General Pay increase due July 2014 and 2 2.25% Longevity increase
due January 2015

© Decreases to Benefit Line Items
¢ A4 Whges and Overnime combined ave 17.3% less than 2013-14 enacred budget

= 9 - State Workers Insurance Fund facror dropped t 0.5% from 2054

o Increases to Benefit factors
*  5- Retee Health re 5334 from $305
* 8- Redrement contribution to 19.99% from 13.12%

= 11 - Acove Health reo $435 from $475

Administrative Budget Request 2014-15

Toral Personnel Costs as distributed within the Administrative, Investoent
Related, Health Insurance Account and Health Options Program Budgers:

Health Health
Investment Insurance Options Total
Numberof Administrative Related Program Program Personnel
Personnel Budget Budget Budget Budget Budget
275§ 24,579,000 $ 664550 $ 357,838 $ 25,601,388
3 7,297,743 18,400 9,908 1,326,051
8 495,683 266,903 762,586 |

314 3 24579000 $ 7297743 $§ 1178633 $ 634,649 $ 33,690,025




Administrative Budget Request 2014-15

* Operational
* 24 - Data Powerhouse - $2.130.000
50 - Software Licensing - Maiatenance - $1,052,800
* 36 - Real Bstare Rental - $1485.400
» 49 - Postage - $1.025.000

* 36 - Treazury Services - $1,937 800

= Fixed Assets

s 61 - ViTech - $3.566,000
* 61 - PRR VS Browser Conversion - $2,000,000

Administrative Budget Request 2014-15

Program Revision Request (PRR) ~Upgrade the PSERS V3-Classic
Version Benefits Administration System to V3 Browser Edition

* $1,000,000 was utilized from FY2011-12 waiver for 2012-13 expenses
* 32,000,000 in FY2013-14 Budget

* $2,000,000 in FY2014-15 Budget Request

* Estimated to be completed in FY2017-18 at a total PRR cost of $10 million

T 2N . . ._‘_Q',,.;'Og.zj'_ﬁ




Administrative Budget Request 2013-14

In Summary -

Administrative Budget Request Total is
$42,523,000

2014-15 Directed Commissions . -

Recapture Program

Directed Commissions Appropriation Budget

$2,000,000
(same as 2013-14)

Budgetary Reserve - May be used for actuarial fees, change orders, and
enhancements to the pension system required due to pension legislation.




QUESTIONS?




Proposed
PSERB Resolution 2013-___
RE: 2014-15 Administrative Budget and
Directed Commissions Recapture Program Budget
October 4, 2013

RESOLVED, that the Audit/ Budget Committee of the Public School
Employees” Retirement Board (the “Board”) heteby recommends that the Board approve
the 2014-15 Administrative Budget, not to exceed $42,523,000 and the 2014-15 Directed
Commissions Recaptute Program Budget, $2,000,000, for the Public School Employees’
Retitement System as more particularly set forth in the attached summarties.




