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Setting the Stage

Public pension plans are under attack because of:
— Economy and Budget Shortfalls
— Ideologues

— Conservative political environment
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Setting the Stage

* Public pensions are attacked by:
— Media
— Elected officials
— Ideologues

e Public pension supporters are:
— Public employees and dependents
— Elected officials

— Unions
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NCPERS

* Largest nonprofit trade association
representing 500+ public sector DB plans

e Who we ARE:

— Advocacy
— Research

— Education
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NCPERS Position

All workers (public and private) should
have a traditional pension benefit (DB
plan) as their primary pension plan

DB plans are good for governments,
employees, taxpayers and the economy
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Why is a defined benefit pension
better than a 401(k)?

Guaranteed benefits upon retirement for life.
Disability or death benefits.

Survivor benefits.

Professionally managed.

Low fees.

Most economical way to fund retirement.

For every dollar of benefits, 75 to 80¢ paid by
investment returns and participant.
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Public Pension History

* Public pensions have been around for more
than 150 years.

— 1857 New York state established benefit for
NYC police.

— 1866 FDNY gets benefit.

— 1894 First teachers benefit.

— 1900’s state plans in ND, CA, MA, CT, PA, NJ.

— Most public plans established soon after 1935.
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Public Pension Fact

2,547 public pension plans in the
United States

S2.7 trillion

Nearly 22 million public servants
$21,800/yr
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The Top Ten Advantages of
Maintaining Defined Benefit Pensions

egmlation has been proposed in several states 1o replace state and

bocal government defined benefir (DB) retirement plars with defined

contribution (DC) plans. At issue » not whether staze and local em-

plovees should bave access 1o DO plats—anny already do in con-

punction with their DB plaos of ¢fse through supplemenal DC-ype
plans, which play 2 useful tole i providing additional tax-deferred vetirement
saviegs” Rather the issue is whether defined beoefit plans should be eliminated
wnd replaced with defined coatribution plam,

While recogaizing that DC plans sre weful in providiog suppletental refire-
mwent bepefits, ths paper discusses the advamages of maintaineng state and kocal
DB plaos and angues against replacing them with DC plans.  Flinunating the
DB plan and swisching to a DC plan i kkely 10 be 2 lose-tose stuation for gov-

Contents ernments, (heir employees, and txxpayers for many reasoas. After beiefly de-
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Recent Victories

Defined Contribution to Defined Benefit
* Nebraska (2000)

* West Virginia Teachers (2005)

e Alexandria, VA (2004)

* Fargo and Grand Forks, ND (2008/09)
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The Great Recession

* Dow Jones Industries
— High: 14,165 October 9, 2007
— Low: 6,440 March 9, 2009

e S&P 500
— High: 1,565 October 9, 2007
— Low: 677 March 9, 2009

 Unemployment near 10%




Specific Threats to Public Sector
Retirement Security

e Death by a 1,000 cuts — Work longer, pay more, get
less...STILL A DB HOWEVER

* Defined contribution and combo plans—No clear
goals about adequacy; goals are reduce costs;
predictable contributions

* Retiree specific attacks — COLAs, retiree health/OPEB
* Unjust enrichment (S100K Pensions/Spiking/RtW)

e Accounting changes (GASB) & Federal interest

* Public Dissatisfaction with Government

 Growing retirement insecurity in the private sector
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Growing Retirement Income Insecurity
in the Private Sector

* “The Lost Decade” — for wage growth, retirement income,
home equity, etc.

* Only1in5 private sector workers have a traditional plan
(21%)

Y don’t have or don’t participate in any employer provided
savings option

» Rapid deterioration of personal/employer provided savings
 Homes values plummeting; foreclosures

DB freezes, 401(k) match suspensions

* 401(k) losses due to market downturn and excessive fees

 More Americans insecure about ability to retire as planned




Legislative Changes 2006-2010

*Retirement Age

*Age/Service Requirement

*Change COLA

*Change Multiplier

*Change Retiree Health eligibility

*EE contributions (formerly non-contributory)
*Contribution Rate increases (EE & ER)
*Reduced benefits for new hires

*Unjust enhancements/Return to Work
*DC plans and combo plans

*Board of Trustee changes

*Further study—Commissions, Task Forces
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lllinois

2010 legislation:
— Thormal retirement age

~J pensionable salary, colas, survivor annuities and
eliminates return to work

— Effects all new hires after 2011

— delays/reduces payments to Chicago public schools
retirement system

Doesn’t change underlying problem—chronic underfunding,
growing unfunded liability

Still no legislative action on paying this year’s contribution
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New Jersey

e 2010 Pension changes:

— Bans future part-time workers from the pension system,
requires part-timers who make more than $5,000 to join a
DC plan

— Reduces future hire pensions by 9 percent
— Requires pension payments to be based on one job

— Limits payments of accrued sick leave for future workers to
$15,000.

— Current employees must pay at least 1.5 percent of their
salary toward health care.

Focus on Headline Risk—underlying funding issues remain
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Utah

Pre-legislation national perception: “Solid
Performer” according to Pew (PCS)

Consistent full ARC payments and aggressive
action on prefunding

25 year amortization; moving to 20
Reduced assumed rate of return

2010 changes to choice of hybrid or DC for
new hires
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How did this happen?

Strong political leaders/institutional will
Strong ideological base for change
Real actuarial risk — Headline Risk

Compressed legislative timeline & decision
making process
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Cautionary Tales

The other side is using our language/values

Our friends are flexible in the current fiscal
environment

Our tried and true methods aren’t getting the results
we need

Not just one and done—RI, NH, CO, KS
The debate has evolved and so must we
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What's Your Strategy?

* Case by case decision
 Form a coalition with stakeholders

* Decide what you’ll fight for and what you
can live with




What’s Your Message?




National Conference on Public Employee Retirement Systems

Things to Remember

Not a debate on the merits of DBs—it’s a
media and political battle!

Educate constituents early and often
Build coalition with other stakeholders
Have emotional stories and sympathetic figure

Stay on message
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Agenda Set for the 2010 NCPERS
Legislative Conference

Entering the New Year Aware,
Renewed, and Enthusiastic
It's who we ARE
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National Conference on Public Employee Retirement Systems a
The Voice for Public Pensions
Count on NCPERS for information, knowledge,
and powerful advocacy to protect the financial
security of the retirees who depend on you! =
R
Agenda Set for the 2010 NCPERS Legislative
_______________________________________ Conference
{(January 6, 2010}
The agenda is set far the annual NCPERS Legslates
Conference. The 2010 NCPERS Legislative Conference —
will take place in Washington, D.C., February 79 atthe  Trustee Educational
"""""""""""""""""""" Hyatt Regency Capial Hill. Speakers onthe agendafor  Semimar
this year indude Mark Shisids, one of the nation’s most = Les¥egas WV
notable political analysts, Tom Reeder, Senior Benefits
Counssl on the Senate Fnance Committee (Majorty), .
---------------------------------------- and Mark Iwry, Benefits Tax Counsel in the Treasury ""“"I v  Conference &
4 = L2z Vegas WY
Read More »»
"""""""""""""""""""""" » Agenda Setfor the 2010 NCPERS Legislative  Tror “"sf"'““"““"
Conference (January 6, 2010) & o
» Fall 2009 Issue of PERSist Now Available
........................................ Online (December 18, 2005)
* Are you getting your NCPERS emaiis? Conference :
{November 25, 2009} ® Paim Springs, CA v
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NCPERS 2010/11 Educational Programs

Public Safety Employee Pension & Benefits Conference
October 10-13, 2010 in Palm Springs, CA
Legislative Conference
Jan. 30 — Feb. 1, 2011 in Washington, DC
Trustee Educational Conference
May 21-22, 2011 in Miami Beach, FL
Annual Conference & Exhibition
May 22-26, 2011 in Miami Beach, FL
Program for Advanced Trustee Studies
) July 2011 in Cambridge, MA (Harvard Law School)
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For More Information

NCPERS
444 North Capitol Street, NW
Suite 630
Washington, DC 20001
info@NCPERS.org
1-877-202-5706
WWW.NCPERS.org
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