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Vermont-NEA and The Vermont State Teachers' Retirement System:

Past, Present, and….Future?

Introduction
Vermont-NEA's advocacy regarding teachers' retirement has been long and difficult, with mixed results.

The immediate past was obvious prelude to the immediate future. In short, the past habit of underfunding the teachers' retirement system, in combination with national trends in pensions and the serious decline in the economy, has finally caught up with the state. It is very likely there will be changes that are not in the best interest of our members or public schools. The changes will be more severe if we do not plan our advocacy at all levels of the Association.

We are facing an immense struggle to protect the system. By "the system," I mean the defined benefit pension with health coverage, funded by teachers and the state. In the presence of a public attitude toward unions that is at best ambivalent, the challenges we face are ones of logic, financial reality, and envy by those "without" directed at those "with." 

· The logic. Plainly, so goes the argument, the "employer" share of the system's cost ought to be paid by the employer, and school districts, not the state, are teachers' employers.
 The legislature must either ignore this logic or acknowledge it, which would mean shifting the "employer" cost to the Education Fund or to school districts directly, and that means shifting the cost to property tax payers. 

· The financial reality. The state has too many obligations to meet in the current economic and tax environment and too little will to increase state taxes. The result is a Hobson's choice for policy makers. The governor says shift the retirement system cost to the Education Fund and impose a cap on per pupil spending so taxpayers don't experience the shift as a property tax increase.
 The legislature has to find money to meet all the service needs of the state, and, without major, direct tax increases, the only "real" option it has left to "find" money is by shifting the cost of this system to the Education Fund, which, no matter how the governor characterizes it, would obviously result in higher property taxes. Will the legislature compound its political problem by "increasing property taxes" or by harming the quality of public education for years to come by capping per pupil spending, or both?
· The envy. Whether we like to acknowledge it or not, defined benefit pensions have become increasingly the benefit only of unionized public employees, with private sector workers, even if unionized, receiving whatever retirement contribution they can elicit from their employers in the form of 403(b) or 401(k) or like arrangements.
 The choice policy makers have is to protect public employees or contribute to the collective "race to the bottom" when it comes to retirement security. 
The current economic downturn has led some policy makers to believe sustaining the present system is impossible. The legislature created a study commission to make recommendations, and they will be recommendations teachers will not like. That makes this issue, the future of the Teachers' Retirement System, the most important public policy issue for the Association to address. 

This document provides detailed background information. It begins with some "basic numbers" and a listing of the major issues we are about to face. It then reviews the history of the underfunding of the system, of the debate over the Education Fund, and of the health benefit currently provided by the system. It concludes with a brief review of defined contribution plans. 

A. Basic numbers
1. Amounts showing up in state budgeting discussions
As you proceed, remember the number $20 million.

It, at least a number close to it, appears in at least 4 different contexts:

· the state portion of the "normal contribution," which, in combination with what teachers contribute, is the amount needed this coming year to keep pace with what the system will owe them when they retire;
 

· the amount actuarially determined needed each year to repay what the state underfunded the system over the past couple of decades;
 

· the amount by which the first two items together are projected to increase next year;
 and 

· the amount needed to pay the state's share of the cost of the system's health benefit for retired teachers.
 
2.  Active and Retired Teachers

 As of mid-2008 or more recently, there were:

	Active Teachers



	· total active teachers                  10,685 



	· average age                                  47



	· average length of service     >12.5 years



	· average salary                          $51,457



	· total salaries                         $535,807,012



	

	Retired teachers


	· total receiving pensions               5555 



	· total using health benefit             3949



	· total Medicare-eligible                2674



	· average pension                        $14,848




B. Major issues we will face during the next year and beyond

State or employer. The "employer" share of the cost of teachers' retirement has been borne solely by the state for more than 60 years. Obviously, the actual employers of teachers are school districts. Should the actual employer, not the state, pay the employer share?

General Fund or Education Fund. The source of "employer" funding has been the General Fund, even after creation of the Education Fund in 1997 as part of Act 60. The decision then was to prevent transferring to property taxpayers what had been state obligations, and most of the revenue in the Education Fund comes from property taxes. The governor and the treasurer have wanted to shift the "employer" obligation to the Education Fund ever since. Should the cost, or at least a portion of the cost, of the system come from the Education Fund?

Pension cost or pension cost and unfunded liability. The state underfunded the teachers' system routinely through the 1990s and well into this decade. It is only the past 4 years it has run a string of consecutive years of "full funding," and that came only as a result of a special commission on which we sat. The amount of underfunding – the system's "unfunded liability" – has exceeded an almost unbelievable $700 million. Should the state shift to the Education Fund the obligation for repaying underfunding?

Education Fund or school budgets. The Education Fund is a large pot of money collected at the state level for distribution to school districts under a formula. School districts establish how much money they need from the Education Fund when they set their budgets. If any or all of the retirement system's costs are moved to the Education Fund, there is no direct effect on school budgets. If the costs are moved directly to school districts, they become part of school budgets, making it directly more difficult to pay for needed programs and staff. If the state shifts any of its obligation for the system, should it be to the Education Fund or to school districts?
Defined benefit or defined contribution. The private sector has been abandoning traditional ("defined benefit") pensions largely because businesses, especially small businesses, concluded they could not afford the cost or the investment risk. "Defined contribution" plans move all risk from the employer to the employee but provide the advantage to the employee of "portability" from job to job. Should the state abandon its public defined benefit in favor of defined contribution programs, at least for employees hired from now on?
Teacher contribution. The employees' (teachers') contribution to their pension is among the lowest in the country (3.4% of their salary). The pension level is also among the lowest (although that is mitigated by the fact that teachers in some states with better pensions do not participate in Social Security). To what extent, if any, and under what circumstances, should the contribution of active teachers increase to help address the funding of the system? 

Health benefit. Most of the health benefit cost (active teachers actually pay a small portion, .14% of their salaries) comes from the system's investment fund: it has no independent funding source (such as a state appropriation). The result is lower investment earnings and a marginal increase in the amount needed in each year's appropriation. The state has treated the health benefit – 80% of the premium cost for the retiree – as an obligation, but there is no certain legal barrier to changing (i.e., reducing) the benefit. Federal reform of the health care system, if any, could have some effect in this context. The Association has sought an improved benefit every year. What should the Association's position be with respect to changing either the benefit and/or who pays for it?
C. Background: The System's (Under-)Funding

The legislature set up the system formally in 1947, thanks to the advocacy of then Governor Ernest Gibson, who wanted to attract more people to enter and stick with the teaching profession. Throughout its history, the employees (teachers) have paid whatever they have been required to pay. Throughout its history, the state, and not school districts, has paid the "employer" share. Throughout its recent history, the state has struggled to meet its funding responsibility properly.

From A to B to C. In 1981, the system established a "non-contributory" option (Group B), which the vast majority of teachers took because it meant they did not pay out of their salary toward their pension and they would be repaid what they had paid into the system.
 It is likely this option was a response to the system's financial jeopardy by the late 1970s, inducing the treasurer's office to propose it. The basic differences between the old and then new systems: under the old system teachers contributed and reached their maximum pension after 30 years, and under the then new system teachers did not contribute but reached their maximum pension only after 40 years. That induced teachers to remain in service longer, and that had the effects of diminishing for a substantial period what the system would need to pay in pensions and reducing the number of years for which individuals' pensions would be paid.

In 1990, the state reinstated the contributory system and reverted to enabling teachers to reach their maximum pension after 30 years.
 We do not have in-house any history about this, but it stands to reason that teachers were dissatisfied with a 40-year system and that the state needed some contributions by teachers themselves. All teachers who were in the non-contributory system and all teachers starting after this new system was established are mandatory participants in it: they are all in "Group C."



Underfunding takes over. In the early 1990s – the last "great" recession – the state started a practice of putting less money in the system than it should. That recession led the governor and legislature to find ways to bolster other publically funded services. They resorted to tax increases, some temporary and some permanent, and they spent less where they felt they could in order to spend in areas where they felt more spending was needed. In the retirement context, there was an easy way out: the actuaries' recommendation was, and is, just an estimate based on a set of assumptions. While the assumptions over time approximated reality, each year's real experience varied from them. If the amount "needed" is only an estimate, then, using different assumptions, different amounts were "needed." The governor and legislature started "after the fact" reasoning: having already decided to appropriate less than was recommended, they justified the lower amount on the basis of their own assumptions.
 After a number of years and as recession gave way to economic growth, even that fiction was abandoned, and the explanation morphed into "the stock market will save the system."
 And, well, here we are.

Studying. There were two special studies of the system during this period. The first was a 1999 joint committee of Representatives and Senators.
 The basic result was the introduction of "air time"
 and an acknowledgement, without action, that the inadequacy of the health benefit in the teachers' system was the most important issue to be addressed – by future legislatures.

The second study had more significant consequences.
 It was a 2005 commission headed by the treasurer and on which we had direct representation. The focus this time was not the health benefit but the fiscal "sustainability" of the program. It was the first time the state overtly acknowledged the impact on taxpayers, present and future, of past underfunding. It resulted in several significant changes, primarily a refinancing of the system to reduce the annual amount needed to sustain the system but extending well into the future the number of years we would all be repaying for the underfunding.
    

Recent funding and the Douglas administration. While the Dean administration routinely recommended in its budgets less than the actuaries certified was needed, the Douglas administration routinely "flat-lined" the appropriation, essentially level funding it for each of the first three years. In his fourth year, the governor recommended a $4 million increase, and then the work of the 2005 commission took over. The past four years are the legislature's longest consecutive run, over the last 20 years, of putting into the system the amount recommended by the system's own actuaries. 

Which brings us to FY 2010. The 2009 legislature established yet a third retirement study commission.
 This one has the charge to review and report on the design and funding of retirement and retiree health benefit plans for the state employees' and teachers' retirement systems. It "permits" the joint fiscal committee to provide so-called "benchmark targets" "reducing the rate of expenditure growth for retirement and retiree health benefits."

How much underfunding is too much? The pattern of underfunding was one of acceleration. Where the funding levels recommended by the Dean administration really did give the impression of trying "merely" to meet the state's overall needs and was not otherwise particularly a policy "statement," the accelerated underfunding in the first years of the Douglas administration had a completely different feel about it.
 While we will likely never know, the sheer enormity of the gap between what the actuaries recommended and the governor acknowledged support a conclusion he was seeking a shift in state policy. That conclusion is now, of course, bolstered by his public stance: does the governor want to shrink school spending by leaving less property tax revenue available for schools or does he want public support for the defined benefit pension to evaporate, or both?
However we got "here," the current amount of underfunding owed the system now exceeds $700 million. It is an amount from which there is really nowhere to hide. It has to be confronted, in the context of the worst economic crisis in our lifetimes. The study commission will have a great deal of influence on how the underfunding of the system is addressed.
D. Background: The Education Fund

The question whether to shift the cost of the system off the General Fund (and composed of a range of taxes) to the Education Fund (and primarily property taxes) has been lurking since 1997, when the Education Fund itself came into being as part of Act 60.

Act 60. At the time, Vermont-NEA prevailed, largely because legislative leaders wanted to insulate property taxpayers from added burdens in the transition to school funding and property tax reform. They excluded from the Education Fund most expenses that, to that time, were not considered school costs, no matter the logical connection to education. Every year since then, the legislature has considered, but until this year rarely yielded to, adding items of expense to the Education Fund. It should come as no surprise, therefore, that an item – retirement funding – considered for inclusion in the Education Fund at the fund's inception would keep coming up. 

Advocates for the change. The most active advocates for the "shift" to the Education Fund have been the governor and the treasurer. The governor's purpose has always included making school funding more difficult. The treasurer's purpose has always been to make funding the retirement system easier.
 

In the Education Fund or school budgets. There is a distinction between shifting the state's obligation to the Education Fund and requiring school districts to pay the employer share directly. Moving the obligation from the General Fund to the Education Fund could, in theory, be mitigated by a corresponding increase in the amount contributed to the Education Fund out of the General Fund. In any event, responsibility for the employer share would not become a direct obligation of school districts. While it would definitely increase property taxes and have an indirect impact on how much school districts would include in their proposed budgets, the cost would nowhere appear in a local budget. If the obligation is moved off the General Fund and into the budgets of local school districts, the dampening effect on budgets, and local school programs would be direct, real and significant. The 2005 commission also considered, and, for that moment, rejected this option.

The economic crisis has given the governor the opportunity to propose shifting the entire cost of the system to local school districts and imposing spending caps on them at the same time, arguing that the combination would result in no property tax increase.
 It is obvious that shifting the cost to school districts would mean property tax levels higher than without the shift. More likely is the obvious, still ominous, "middle ground" compromise: shifting the cost of the pension, not the past underfunding, to either local districts, or a bit less ominously, "just" to the Education Fund.

Delayed for now. We were instrumental in getting this issue deferred, if only for the current year. We put rank and file legislators on notice in April that legislative leaders were considering the governor's proposal to shift paying for the system to the Education Fund.
 It came as a revelation to many of them. We found ourselves in meetings with the Speaker of the House and Senate President immediately. They needed to find nearly $20 million to balance the state budget. We floated the idea of "simply" reducing the amount the state would put into the Education Fund from the General Fund rather than making a fundamental, and far-reaching, policy decision at the same time. The result was a "shorting" of the so-called "General Fund transfer" to the Education Fund by about $18.5 million.

That fact, in conjunction with the legislature actually inserting in the budget the full amount required by the actuaries, provides a strong hint of where this is headed. The legislature crossed a line by depriving the Education Fund of money, especially because it did so explicitly to make it easier to balance the rest of the budget. Sent to Montpelier (among other reasons) to insulate their communities from unnecessary property tax increases, legislators decided explicitly to shift an $18.4 million cost to property taxpayers.
 Having gone this far, it is merely one more step to shift the funding obligation – in whole or in part – for teachers' retirement to the Education Fund, adding money from the General Fund to do so, and to let future legislatures determine each year how much to short the Education Fund.

E. Background: The health benefit
The current health benefit for retired teachers equals 80% of the premium cost for the Comp 250 plan
 for the individual retiree herself. As written, the law provides no real protection of the health benefit.
 It merely imposes a cap on the value of the benefit: "up to" 80% of the Comp 250 premium.  

History. The amount of the benefit was "up to" 50% of the premium until 2001, when our advocacy and the 2000 election for governor met.
 While we advocated then for an 80% benefit for both the retiree and spouse, and had the support of the governor for an "80/50" benefit,
 we faced strong opposition in the Republican-majority House, and the result was what, with Senate support, we could get in compromise. What we got is the current benefit. 

Every year since 2001, we have continued to advocate for the addition of a "spousal" benefit. We made it an issue in every election,
 and we have worked with the treasurer and his office annually to try to fashion a benefit improvement. 

We came close this past year, but the economic situation and our own internal ambivalence about a "tiered benefit" for teachers retiring with different levels of experience kept us from active negotiations with the treasurer and legislative leaders.

In brief, through a combination of limiting the benefit improvement at lower experience levels and increasing the cost for active teachers, it is, at least, possible to develop close to a cost-neutral way for the state to provide a benefit for a retiree's spouse (or dependents generally).
How the health benefit is financed. The treasurer, governor, and most legislators refer to the entire cost of the benefit as being paid from the "investment fund." That's not quite accurate, but about $20 million (there's that number again) is needed from the investment fund annually.

Actually, the cost of the health benefit is paid largely by the state, partly by retirees themselves, active teachers contribute a small amount directly, and both active teachers and school districts pay indirectly by incorporating retired teachers within VEHI's purchasing pool. Let's start with the last two components, since they are almost always overlooked in discussions of the issue.

· Active teachers' direct payment. One component of the 2001 benefit improvement from 50% to 80% of individual coverage was Vermont-NEA's agreement that active teachers would pay a specific portion – 41.5% – of the difference.
 That payment amounts to .14% of salary.
 .14% of total salaries in FY 08 ($535,807,012) was a bit more than $750,000.

· Active teachers and school districts. As of FY 1999, VEHI (i.e., the School Boards Insurance Trust and Vermont-NEA) opened its group to retired teachers. Because the health care needs of retirees are greater than for active employees, that decision lowered the premium cost for retirees but increased it for active teachers and school districts. We don't have precise numbers for this, but the effect each year since then has been premiums that are roughly 2% higher for active employees than they would be if retired teachers were not included in the VEHI purchasing pool. No one includes this factor in discussing how the health benefit for retired teachers is paid: it gets lost in the simpler total premium cost.  

How much money does that 2% represent? Total annual VEHI premiums are now about $200 million. 2% of that amount is $4 million. Retired teachers account for about 10%, or $20 million, of the total premium payment, including 10% of that additional $4 million, or $400,000. Active teachers and school districts, therefore, are paying, indirectly, the balance of about $3.6 million for retired teachers' health insurance. 

· The state. The lion's share of the benefit's cost is borne by the state and retired teachers. The total payment by the state and retired teachers, to provide coverage for the 3950 retired teachers using the benefit in FY 2009, was $21,106,000. 80% of that, or about $16,890,000, was the state's share. 

· Retired teachers. Retired teachers are responsible for 20% of the total payment. 20% of the $21,106,000 total, or about $4,220,000, was the retired teachers' share.

F. Background: Defined benefit or defined contribution
Most public pension programs provide "defined benefits." Most private sector retirement payments are now "defined contributions." The differences are simple. A defined benefit program promises the employee a set annual pension following retirement, typically a percentage of the average of her years of highest salaries. Vermont's Teachers' Retirement System pegs a teacher's pension to up to 50% of her "average final compensation," more or less the average of her three highest consecutive annual salaries. A defined contribution program promises the employee a set annual contribution before retirement.
 

When he was treasurer, Jim Douglas sought to advance defined contribution programs in the public sector.
 The state employees' and municipal employees' systems offer defined contribution as an option.
 The current treasurer appears to be committed to the continuation of the defined benefit structure of our system. When we learned he might be considering otherwise, we joined with the State Employees' Association and the AFL-CIO in a letter warning against it.
  

This year, the Vermont Business Roundtable has added a feature to the current struggle over public pensions by actively advocating eliminating them or shifting them to defined contribution models. In several presentations to legislative committees, David Coates, a former "managing partner" with a major accounting firm, sounded an alarm about the cost of our public pensions and proposed one way to address the cost was by converting to defined contribution systems. He brought a "visual aid" in the form of a Champlain College official, who described the college faculty's agreement to make just such a shift. No one from the faculty was present. Mr. Coates will be a member of the 2010 study commission, as the joint appointee of the House Speaker and Senate President.

Different states have dabbled in the arena of defined contribution systems. Most notably, West Virginia actually shifted to a defined contribution approach in 1991, only to reverse field in 2005, with some remarkable legislative language:

"The Legislature further finds and declares that our teachers and education service personnel deserve a retirement program whereby they know in advance what their retirement benefit will be, a defined benefit retirement program where our teachers and service personnel will not have to bear the risk of investment performance to receive their full retirement benefit…The Legislature further finds and declares that members of a defined contribution system who must bear the attendant market risk and performance of their investments are truly being provided a significant and greater benefit where the defined contribution system is replaced with a defined benefit system in which the employer bears the risk of market fluctuations…"

Several other states have examined the advisability of shifting to defined contribution plans. A thorough analysis conducted in Arizona concluded:

"If the goal of a retirement plan is to provide the least expensive method of providing a basic guaranteed replacement income to the members, then the defined benefit plan appears to provide a significant advantage for the majority of participants…"

All reputable studies conclude that defined benefit programs are less costly to administer than defined contribution schemes. That is essentially because there is one investment pattern associated with the former and, well, sometimes thousands of individual investment patterns associated with the latter.

In general, if funded responsibly, a defined benefit system is actually less costly than a defined contribution.
 The National Institute on Retirement Security concluded that:

"Longevity risk pooling in a DB plan saves 15%, [m]aintenance of a balanced portfolio diversification in a DB plan saves 5%, and [a] DB plan's superior investment returns save 26% as compared with a typical DC plan."

Shifting between defined benefit and defined contribution plans would have no effect on the system's past underfunding: it would remain a state liability.

Attachment 1
Vermont-NEA

Vermont State Teachers' Retirement System
Significant legislation, 1981 – present (especially relevant items are boldfaced)
	
	Year
	Act
	16 VSA §   
	Change
	Comment

	1
	1981
	41
	1933 and generally
	Creation of "Group B," through which active teachers would make no contribution but accrue benefits annually at 1.25% of AFC
	Vermont-NEA advocated members not transfer from Group A to Group B. Subject of litigation in 2002-04, in which Vermont-NEA chose not to participate 

	2
	1990
	169
	1933 and generally
	Creation of "Group C," to which all Group B and new active teachers would move, requiring an employee contribution but increasing annual rate of accrual to 1.67% of AFC
	Initial teacher contribution rate set at 2.75%

	3
	1992
	265
	1944

32 VSA §311
	Changed requirement of governor to include in budget what the System certifies as "necessary" to option of doing so or providing a report describing the long-term implications of under-funding and a plan assuring the system's fiscal integrity.
	Vermont-NEA involved. Result made it permissible for the governor not to include actuary's amount by opting to provided the report

	4
	1992
	247
	1931(4)
	Limited calculation of "AFC" to annual 10% increase in compensation unless accompanied by "significant additional duties." 
	

	5
	1997
	68
	1937(b)(4)
	Increased minimum annual pension from $4550 to $6600
	Result of joint advocacy by RTA and Vermont-NEA

	6
	1997
	60
	
	System funding retained in General Fund as Education Fund is established
	Result of legislative decision, with which Vermont-NEA agreed and governor disagreed

	7
	1999
	
	1944(b)(2)
	Set active teacher contribution rate (Group C) at 3.4% of salary.
	Prior figures were 3.7% (1992-99) and 2.75% (1990-92)(See item 2)

	8
	2000
	158
	1937(i)
	Established "air time," through which a retiring teacher with at least 25 years' service may purchase ≤5 years of additional service credit
	Result of proposal by Vermont-NEA

	9
	2000
	158
	1939(a)(2)
	Increased from 50% to 60% the portion of average compensation a retired teacher can receive from public school employment.
	Result of compromise, with Vermont-NEA opposing completely eliminating the limit

	10
	2001
	63
	1944(c)(12)
	Increased from 50% to 80% the percentage of health insurance (using Comp 250 plan) cost the trustees may pay for retired teachers, requiring active teachers to pay 41.5% of the 30% difference.
	Result of Vermont-NEA advocacy, although we sought 80% coverage for retiree and spouse 

	11
	2003
	38
	1938(a)
	Added explicit right to hearing about denial of disability benefits
	Result of joint advocacy by Vermont-NEA and State Employees' Association

	12
	2005
	50
	3 VSA Ch 17
	Created "unitized" investment committee (VPIC) for all 3 public pensions, with employee majority membership
	Result of Vermont-NEA proposal overcoming governor's veto of original proposal over level of employee representation 

	13
	2005
	48
	1942(r)
	Required trustees to submit actuarial recommendation to several legislative committees as well as to governor and, within 30 days for treasurer and finance commissioner to present to the recommendation to a joint hearing of those committees.
	Result of Vermont-NEA advocacy to remove governor's "option" 

	14
	2006
	163
	1937(b)(4)
	Increased minimum pension to $9000, with $1000 increases every 5 years.
	Result of joint advocacy

	15
	2006
	215
	1944(c)(2)
	Changed actuarial basis from "frozen initial liability" to more standard "entry age normal," and "refinanced" the system over new 30-year period.
	Result of special commission on which Vermont-NEA had 2 seats; enabled legislature to reach the revised required amount over each of past 4 years

	16
	2006
	215
	1944(c)(2)
	Required budget to separate pension component from repaying underfunding
	Result of Vermont-NEA proposal

	17
	2007
	13
	1944(c)(i)
	Created "medical account" to be used exclusively to pay for health and medical benefits
	

	18
	2007
	13
	1937(2)
	Gave retiring teacher access to pension from date of retirement so long as application is within 90 days, or longer for good cause. 
	Prior law started benefits only following submission of application. Result of Vermont-NEA proposal

	19
	2007
	13
	1942(p)
	Permitted group dental insurance, but paid entirely by retiree
	

	20
	2008
	100
	3 VSA Ch 17
	Reduced size of VPIC
	

	21
	2009
	H.441
	
	Reduced General Fund transfer to the Education Fund by $18.4 million
	Result of Vermont-NEA advocacy to avoid explicit attachment to retirement funding


Attachment 2
Statutory Language Establishing Commission to Study Public Pensions

May, 2009
(Emphases added)
Sec. E.135.1 (H.441) COMMISSION ON THE DESIGN AND FUNDING OF RETIREMENT AND RETIREE HEALTH BENEFITS PLANS FOR STATE EMPLOYEES AND TEACHERS

(a) A commission is created to review and report on the design and funding of retirement and retiree health benefit plans for the state employees’ and teachers’ retirement systems. The commission is charged with making recommendations about plan design, benefit provisions, and appropriate funding sources, along with other recommendations it deems appropriate for consideration, consistent with actuarial and governmental accounting standards, as well as demographic and workforce trends and the long-term sustainability of the benefit programs. The joint fiscal committee may provide benchmark targets reducing the rate of expenditure growth for retirement and retiree health benefits to the commission to guide the development of recommendations.

(b) The commission shall comprise the following members:
(1) one member of the house of representatives, appointed by the speaker of the house;

(2) one member of the senate, appointed by the president pro tempore of the senate;

(3) the state treasurer, who shall chair the commission;

(4) the secretary of administration or designee;

(5) the commissioner of education or designee;

(6) one member of the public with pension and benefit experience appointed by the governor;

(7) one member of the public with pension and benefit experience appointed jointly by the speaker of the house and the president pro tempore of the senate.

(c) The report shall include, but not be limited to, the following:

(1) an evaluation of current benefits structures and contribution characteristics in comparison to other comparable public and private systems;

(2) an estimate of the cost of current and proposed benefits structures on a budgetary, pay-as-you-go basis and full actuarial accrual basis;

(3) a five-year review of benefit expenditure levels as well as employer and employee contribution levels and growth rates and a three-, five- and ten-year projection of these levels and rates;

(4) based on benefit and funding benchmarks, options for providing new benefit structures with the objective of adequate benefits within the established cost containment benchmarks;

(5) funding methods, including contributions from state, municipalities, and employees, to achieve these objectives; and 
(6) an evaluation of whether current governance, oversight, and lines of authority are appropriate and consistent with funding objectives.

(d) During the course of its deliberations and prior to any final recommendations being made, the commission should solicit input from the affected parties, such as employees, taxpayers, and organizations representing those parties, including the Vermont state employees association, Vermont–NEA, and the Vermont league of cities and towns.

(e) The commission may select and oversee outside expert benefit and legal expert advisory services as it deems appropriate. An amount of $150,000 is appropriated for this purpose in Sec. B.1101(a) of this act.

(f) On or before December 18, 2009 the commission shall file a report and recommendations with the governor and the general assembly.

(g) The commission shall also provide the report to the board of trustees of the state employees’ and teachers’ retirement systems for their consideration, deliberation, and comment to the general assembly.

(h) Administrative support shall be provided by the office of the state treasurer.

(i) Legislative and public members shall be entitled to per diem compensation and expenses as provided for in § 406 of Title 2 and § 1010 of Title 32 respectively.
Attachment 3
Vermont-NEA
How Teachers' Retirement "unfunded liability" grew
Annual comparison of the required contribution (the amount set by the actuaries) and the amount appropriated by the governor and legislature
	Fiscal year
	What the actuaries said was needed that year
	Less what the governor and legislature provided
	= The year's underfunding

	1994
	$25,805,408
	-$20,580,000
	$5,227,402

	1995
	27,451,926
	-18,080,000
	9,373,921

	1996
	28,711,597
	-11,480,000
	17,233,593

	1997
	30,721,768
	-18,080,000
	12,643,765

	1998
	26,927,205
	-18,106,581
	8,822,622

	1999
	20,723,874
	-18,080,000
	2,645,873

	2000
	19,936,345
	-18,586,240
	1,352,105

	2001
	20,970,278
	-19,143,827
	1,828,452

	2002
	22,146,880
	-20,446,282
	1,702,600

	2003
	28,279,810
	-20,446,282
	7,835,531

	2004
	41,658,946
	-24,446,282
	17,214,668

	2005
	47,714,318
	-24,446,282
	23,270,041

	2006
	56,627,046
	-24,985,506
	31,643,546

	2007
	38,929,729
	-38,496,410
	435,326

	2008
	41,204,051
	-40,955,566
	250,493

	
	
	
	$141,479,938.00*


*The "wonders" of compounding, with some "help" from the stock market, did the rest. The total to be repaid now exceeds $700 million.
Attachment 4
Defined Benefit, Defined Contribution Compared

AFSCME

Defined Benefit v. Defined Contribution Debate

www.afscme.org/issues/6402.cfm?

	Benefit Provision
	Defined Benefit Plans
	Defined Contribution Plans

	Definition
	Guarantees a predetermined retirement benefit
	Guarantees a predetermined employer contribution

	Types of Plans
	Defined benefit plan; cash balance plan
	Money purchase plan; thrift or profit sharing plan; 401(k), 403(b) or 457 plan; target benefit plan

	Public/Private Participation
	Covers most state, large city, and large county employees, and most unionized private sector employees.
	Covers an increasing number of public employees, particularly smaller municipalities. Sometimes used as supplement to defined benefit plan.

	Amount of Retirement
	Determined by formula, usually based on the number of years of service and average final salary
	Depends on the amount of money accumulated in the employee's account at retirement.

	Investment Risk
	Employer assumes all of the investment risk, because benefit is guaranteed.
	Employee usually assumes all of the investment risk because contribution is defined. Investment losses result in lower benefits. Employees usually select from a variety of investment options with the right to move assets among various options.

	Employer Contribution
	Whatever is necessary to pay the benefits promised (defined) by the plan.
	Fixed, as defined in the plan.


� Attachment 1, "Vermont State Teachers' Retirement System: Significant Legislation – 1981–present," is a chart of significant legislative changes made to the system since the inception, in 1981, of Group B.





� A January, 2009 National Council of State Legislatures survey found just 3 of 36 responding states in which school districts do not share in the cost of their teacher pension system. Here in Vermont, by contrast with the Teachers' Retirement System, the Municipal Employees' Retirement System, which provides pensions to retired city and town employees and most non-teacher school district personnel, gets its "employer" share from cities, towns, and school districts, and not the state.





� The governor most recently made his case for this approach – increase property taxes by shifting this cost but freeze school spending so it doesn't feel like an increase – in his document "Alternative Approach to FY 2010 Budget: Balanced – Responsible – Sustainable," provided the legislature this past May 19: "The Governor's plan calls for the Education fund to pay the annual contribution costs for teachers' retirement, which is roughly $40 million. This is an appropriate and necessary use of education funds as local school boards, through their contracts with the NEA, determine teachers' salaries and therefore their retirement benefits. The Governor recommends this transfer only when partnered with his plan to level fund education for the next fiscal year. These proposals cannot and should not be taken apart from each other."





� In fact, according to the Employee Benefit Research Institute, while 90% of public employees have a defined benefit plan, no more than 35% of the private sector ever did, and that percentage is projected to drop to 13% by 2016. The Pew Charitable Trusts reports, in "Promises with a Price: Public Sector Retirement Benefits," pp. 10-11: "The gap between private and public sector benefits is expanding. [I]n general the private sector never offered the level of benefits that have been traditionally available in the public sector...The gap between public and private sector benefits fuels the political debate, as taxpayers notice that they are contributing to government employee retirement benefits that are increasingly unavailable in the private sector. This disparity – and resulting pension envy among private sector employees – has generated a wide variety of political reactions, with some calling for a reduction in government benefits and others decrying the declining benefits in the private sector and citing the public sector as an example of how long-term employees should be treated."





� The specific amount of the state's portion for FY 10 is $19,821,109. It reflects a floating percentage of total teacher payroll. It is added to what teachers contribute, which is, by current statute, 3.4% of salary. "Normal contribution" is defined, at 16 V.S.A. §1944(c)(3), as "the uniform percentage of the total compensation of members which, if contributed over each member's prospective period of service and added to such member's prospective contributions, if any, will be sufficient to provide for the payment of all future benefits after subtracting the sum of the unfunded accrued liability and the total assets of the fund of the retirement system."





� The specific amount needed in FY 10 to keep pace with repaying past underfunding is $21,681,893. The total amount underpaid is, thanks to compounding, more than $700 million. The formal term for this is "unfunded actuarial accrued liability" and is referred to, at 16 V.S.A. §1944(c)(4), as "the annual payment required to liquidate the unfunded accrued liability over a period of 30 years from July 1, 2006, provided that the amount of each annual accrued liability contribution after June 30, 2006 shall be five percent greater than the preceding annual accrued liability contribution."





� The amount to which the needed total appropriation for the system is projected to grow for FY 2011 is approximately $60,900,000. The basic reason for this spike is the combined effect of a lower than assumed percentage yield on investment and a lower amount in the investment fund to be invested. The difference between next year's projected number and this year's ($41,503,002) is about $19,400,000. News accounts mention the number $31,200,000: it is the project increase in what is needed for both the teachers' and state employees' systems.





� The amount needed to pay the state's share of the health benefit for retired teachers during FY 10 is approximately $16,990,000. That is 80% of the cost of the premium for the approximately 3950 retired teachers obtaining health coverage through the retirement system (and VEHI). We decided more than a decade ago to incorporate retired teachers within VEHI. See the discussion of the health benefit below.





� This figure is the total number of individuals, not full-time equivalents, and it includes, along with teachers, all administrators in positions requiring educator licenses.





� In 1999, the issue arose whether some teachers had received, in 1981, sufficient notice to inform them about an additional incentive to take the option, this one regarding service credit – at no cost – for teaching in another state. If they hadn't, the question would be whether they should now be permitted to obtain that service credit and have it apply to years of service and pension amounts. A retired teacher requested Vermont-NEA to pay her legal costs in suing the retirement system. The Association declined the request and a subsequent 2002 request to participate in suing the system on behalf of some 500 teachers. The bases for the decisions were that the dimensions of the case were large – the potential fiscal implications for the system exceeded $100 million – and our pursuing that case while, at the same time, advocating for the fiscal integrity of the system, would have harmed rather than advanced Association goals and objectives. The case was brought through private counsel and resulted in a state Supreme Court decision denying the claim. Jacobs v. State Teachers' Retirement System, 174 Vt. 404 (2002). A subsequent attempt to get at the same issue through a different procedural route was denied by Washington Superior Court. Ahern v. Mackey, No. 16-1-04 Wncv (September 19, 2005).





� Vermont-NEA discouraged teachers from switching to the non-contributory system, suggesting to its members – largely unsuccessfully – that their long-term interests would be better served if they remained in the then current system. Those few remaining in that system were denominated "Group A."





� This may not sound logical, since we all describe reaching the maximum only after more than 30 years. That is because teachers in "Group B" – the 40-year system – during the 1980s accrued their pension at the rate of 1.25% per year (40 years x 1.25% = 50%). Under the newer "Group C" 30-year system, teachers accrue their pension at the rate of 1.67% per year (30 years x 1.67% = 50%). Those having taught through the 1980s lost some ground during those years and, to maximize their pension at 50% of their average final compensation, they need additional years beyond 30.





� Those few remaining in Group A (there are fewer than 20 still in teaching) in the 1980s were allowed to stay in it when Group B was eliminated.





� For example, the administration claimed the actuarial assumption about teacher salary increases was too high. It wasn't. 





� Indeed, the governor, thanks to litigation by Vermont-NEA, was required, during the late 1990s and into this decade, to include in his budget recommendation a report required by 16 V.S.A. §311 explaining the "long-term financial implications" of the shortfall and presenting a "plan to achieve the fiscal integrity" of the system. Over the years, this became a rather mechanical exercise: almost every year, the governor's report included the statement, "Given the robust health of the retirement systems, continued growth in the asset base and the excessive salary levels assumed in the Teachers system actuarial analysis, the Governor's recommendations are consistent with the preservation of their overall financial integrity. The proposed funding levels will have no adverse impact on the long-term financial health of the respective plans." The governor abandoned this fiction once the one-year gap between what the actuaries said was needed and he was willing to provide started exceeding $20 million or more. The assertion the differences "will have no adverse impact" became, in FY 2006, "are not expected to have an adverse impact." Legislation designed to address this charade was passed in 2006.





� Ironically, it was then-treasurer Jim Douglas who sounded the alarm of underfunding. In a July 17, 1995 letter he urged the legislature to appropriate enough to meet the actuaries' recommendations, calling underfunding "a very expensive loan." He concluded, "The accrued pension benefit obligation is substantial; we ought to make the appropriate contributions now, rather than passing the buck to our children."





� Its legislative charge, in Act 55 of 1999, to "conduct[ ] a comprehensive review of issues related to the Vermont state retirement system, the state teachers' retirement system of Vermont and the municipal employees' retirement system of Vermont," was rather general, but one focus that emerged was disparities among the benefit structures of the 3 systems (for teachers, for state employees, and for municipal employees).





� "Air time" is the shorthand description of the capacity of a teacher (or state employee) with at least 25 years of service to purchase up to 5 additional years of service. It is, to the system, a cost-neutral device that permits teachers (or state employees) to retire sooner than they otherwise would.





� Its legislative charge, in Act 71 of 2006 (the budget bill) was "to make recommendations for funding an adequate, sustainable, and actuarially sound retirement benefit plan for the state teachers' retirement system of Vermont."





� For FY 2007, the effect of implementing the commission's recommendations reduced the projected state contribution needed from $59.2 million to $38.2 million, but it "restarted" the 30-year amortization period from 1981 to 2007. On that point, the commission stated (at p. 17 of its report to the governor and legislature): "Reamortization is analogous to extending a home mortgage. While not an ideal solution by itself, as part of a comprehensive plan, reamortization can significantly lower the required annual payments to a more achievable level, which, if funding discipline is maintained year-to-year, can provide a realistic path for achieving full funding."





� Since we will be heavily involved in monitoring its work, the entire statutory language establishing it is attached as Attachment 2, "Statutory Language Establishing Commission to Study Public Pensions." We advocated strenuously, and unsuccessfully, to ensure that actual representatives of teachers and state employees would have seats at the commission table. The 7 appointees are: its Chair, Jeb Spaulding (State Treasurer); Neale Lunderville (Secretary of Administration); Doug Wacek (Governor's appointee); Bill Talbott (Chief Fiscal Officer, Department of Education, as Commissioner of Education's designee); David Coates (joint appointee of Speaker of the House and President of the Senate); Senator Jeanette White (Chair, Senate Government Operations Committee, appointed by the Senate President); and Representative Terry Macaig (former long-time Chair, Vermont State Employees' Retirement System Board of Trustees, appointed by the House Speaker).





� Its legislative charge, in H.441 of 2009 (the budget bill) is to "mak[e] recommendations about plan design, benefit provisions, and appropriate funding sources, along with other recommendations it deems appropriate for consideration, consistent with actuarial and governmental accounting standards, as well as demographic and workforce trends and the long-term sustainability of the benefit programs."





� For the first 4 years of the current governor's tenure, the annual amount by which he and the legislature underfunded the system grew from less than $2 million in each of the 4 prior years, to $7,835,531 in FY 03, his first year in office, to $17,214,668 in FY 04, $23,270,041 in FY 05, and $31,643,546 in FY 06. Attachment 3, "How Teachers' Retirement 'unfunded liability' grew," a chart detailing the history of underfunding between FY 1994 and 2008, shows the annual difference between the actuaries' recommendation and the amount appropriated. 





� In simple form, there are three large funds at the state level into which taxes are deposited and from which money is taken to pay for state government services. They are the Transportation Fund, used for road and bridge construction and repair, the Education Fund, used for public education, and the General Fund, used for just about everything else. Annually, despite rather clear standards the legislature established for the uses to which each fund was intended to be put, there are struggles over what taxes should be deposited into which funds and over what each fund should pay for. The "big" public debate used to be over how much the General Fund "raided" the Transportation Fund to pay for non-transportation projects. That has been supplanted for the time being by the extent to which the Education Fund should assume responsibility for services or programs traditionally the responsibility of the General Fund. The Teachers' Retirement System is at the center of that debate.





� The 2005 commission's report included a list of options, those receiving majority support and those receiving "minimal support." Here is how this option, receiving minimal support led by the treasurer, just 4 years ago, was described: "Funding all or part of the future normal costs through the Education Fund. It was recognized by all members that the State alone should be responsible for paying off any unfunded liability. 


	"A majority of the Commission does not support any new cost centers being added to the Education Fund, both as a matter of principle and because they believe this would result in increased property tax rates at the local level.


	"However, some members of the Commission believe that teacher retirement benefits are legitimate education expenses and therefore some or all future normal costs could come from the Education Fund. For example, assuming that the FY 2007 $14.7 million amortization payment for accrued unfunded liability would remain a General Fund responsibility and that the difference between the $24.4 million FY 06 appropriation inflated by 4.5%, and the FY 07 amortization payment would be transferred to the Education Fund, this would add a new $12.7 million obligation for the Education Fund. All other things being equal, that would translate into about 2 cents on the statewide property tax."





� Here's how the commission addressed this issue: "Require local school districts to share the costs of future pension liabilities with the State. The majority of the Commission believes that paying for retirement benefit costs should remain at the State level. They point out that adding a local share would be a cost shift to the property tax and that such an arrangement may lead to increased conflict between school boards and teachers. 


	"Some members of the Commission believe there should be a local school district contribution to paying for retirement costs. They point out that local districts are the employers for the purposes of hiring, termination, and establishment of wages; the determination of teacher levels and per pupil ratios is by the local municipality or school district. Proponents of a local share would establish a partnership between the local districts and the State for future normal costs. They believe this would provide an element of accountability and cost control at the local level. Paying for the accrued unfunded liability would remain the responsibility of the State."





� Here's how he made the proposal in his 2009 inaugural address: " I propose placing the obligation for funding the


teachers' retirement system where it belongs – in the education fund…I also propose linking the general fund transfer to the education fund to changes in the level of general government spending." And here is how he made the case for it in his 2009 budget address: "Some have argued that these changes will place a greater burden on property taxes. Let me be absolutely clear: moving funding for teachers' retirement and linking the Education Fund transfer to levels in General Fund spending must be part of a comprehensive package that reins in property taxes. These proposals cannot stand alone, but together they represent a necessary step toward a more equitable budget and long overdue relief for property taxpayers." The balance of his proposed "comprehensive package" was to cap per pupil spending at last year's level. That would have had the effect of reducing actual spending, since there were fewer pupils in 2009 than 2008.





� Again, the 2005 commission made a recommendation that resulted in statutory change, requiring the governor to propose separate funding for the pension and underfunding amounts. See item 16 in Attachment 1.





� Our members sent more than 1600 emails to legislators over the span of several days.





� This may have appeared more palatable to some lawmakers because the Education Fund had – on paper – a surplus of about $20 million (again, that number) at a time other state funds were depleted. 





� That is the figure resulting from a freeze, at $240.8 million, in the annual transfer of General Fund money to the Education Fund. The amount that should have been transferred under existing law is $297.8 million for FY 2010. $38.6 million of Federal stimulus money will go to the Education Fund. The remaining shortfall is about that $18.4 million. Unless the legislature acts otherwise, the shortfall for FY 2011 will be substantially larger.


 


� In addition to this amount, legislators dipped into the Education Fund to save about $5 million in Medicaid costs, froze the basic payment the state makes per pupil to "save" another $8 million on paper (but this is a "savings" only if school districts adjust their budgets), and they shifted three other state obligations right onto the Education Fund: $3 million for the Community High School (Department of Corrections); $1.1 million for early education; and $250,000 for the Department of Education's accounting system. 





� If the retiree is 65, she is eligible for Medicare, and that converts the benefit to 80% of the premium cost of the Medicare supplemental policy, which is somewhat lower.





� It is found at 16 V.S.A. § 1944(c)(12) and reads: "Payment of a portion of the cost of health and medical benefits provided by subsection 1942(p) of this title for retired members shall be made from the medical account created by subsection (i) of this section. The board shall pay up to the amount determined by the board to be equal to 80 percent of the cost of the applicable standard plan for retired members provided they had ten years of creditable service at the time of their retirement. The board shall pay an equal dollar amount for eligible retirees regardless of the plan selected. All eligible retirees may select health plan coverage from a range of plans approved by the board. Retired members may authorize deductions to be made from their monthly retirement allowance for the balance of the cost of such benefits for the retired members and their dependents. The board shall determine annually that part of the cost of the applicable standard plan (note: that means the Comp 250 plan) in excess of 50 percent of the cost for retirees, allocate 41 and one-half percent of that amount to active members, and adjust the members' contribution rate accordingly…"





� Here is the position statement we used about the issue in the 2000 election: "Teachers' Retirement System Health Insurance Benefit. Vermont-NEA supports improving the health insurance benefit in the Teachers' Retirement System to a level at least comparable to that provided retired State employees. The Teachers' Retirement System pays a retired teacher an annuity and some other benefits, including 50% of the cost of her health insurance premium. That benefit is substantially below what the State provides retired State employees, and what retired State employees receive is well below what any other State in the entire Northeast provides.


	"The 1999 Legislative Retirement Study Committee identified the poor level of the health benefit in the Teachers' Retirement System as the single most important retirement issue to be addressed. There are two reasons: first, the current benefit is simply inadequate for retired teachers and, second, the current benefit is a powerful obstacle to retirement for many senior teachers who are otherwise ready to retire. This is not good either for the quality of public education of for the cost to local taxpayers, since school districts generally provide higher pay to teachers nearing retirement than those who are just starting out.


	"The Legislature did not address this issue last year because of cost. The cost of improving the benefit to nearly that of retired State employees is about $2 million, about 30% or so of which would be paid by active teachers."





� In anticipation of the election, here is an excerpt from Howard Dean's September, 2000 letter to our members: "I understand as well the connection between teacher starting salaries and retirement. We know the single largest impediment to the decision of many experienced teachers to retire is the current level of the health insurance benefit in the retirement system. While we were unprepared to address this issue directly last year, I am going to include money in next year's budget recommendation to do so. The current benefit is limited to half the cost of individual coverage. After discussing this with Vermont-NEA, I have decided to advocate increasing the benefit to 80% of the cost of individual coverage plus 50% of the cost of spousal coverage. While this will cost both the State and active teachers some money, I agree it is a worthy investment. If it results in the retirement of some experienced, more highly paid teachers, that will free up funds locally to address the salaries of less experienced and new teachers. In addition, improving the health benefit is a tangible way of acknowledging the appreciation of Vermont for the contributions all retired teachers have made to the welfare of our special state."





� For example, here is the related position statement about this we used in the 2006 election: "Vermont faces major challenges to the well being of two of its three pension programs for public employees. The State, properly, has fully funded the program for retired State employees and provides health benefits to both retirees and their spouses. After increasingly and alarmingly under-funding the retired teachers program for a decade and a half, the State increased its appropriation for 2007 by some 50%. The program's health benefit is for retirees only, and, for retired municipal employees (most of whom are non-teacher school employees) there is virtually no health benefit. The under-funding of the teacher pension program did not happen overnight and cannot be corrected overnight – or in just one year. It has resulted in taxpayers now having to pay annually many millions for interest alone and is now a problem of huge proportion. A 2005 legislative commission produced recommendations that, if faithfully implemented, would resolve the problem over the next decades. The inadequacy of the health benefits interferes with the capability of many public employees to retire when they are ready, resulting in their working at local taxpayer cost several years longer than they want. Vermont-NEA supports (a) implementation of the legislature's long-range plan to reestablish the fiscal integrity of the teacher pension program and (b) an adequate health benefit to retired school employees."





� There is a major omission from this discussion. In short, the system should be putting money aside for the cost of this benefit in future years. Instead, it has been paying only what is needed for the current year's premiums. The present cost of future benefits is accruing each year, adding substantially to the weight of the funding problems for the system as a whole. You may have heard this described as the "GASB 45" issue.





�  The last segment of the benefit section of the law, 16 V.S.A. §1944(c)(12), provides: "The board shall determine annually that part of the cost of the applicable standard plan (note: that means the Comp 250 plan) in excess of 50 percent of the cost for retirees, allocate 41 and one-half percent of that amount to active members, and adjust the members' contribution rate accordingly." 41.5% was simply the percentage of pension costs active teachers were paying in 2001 (the total pension costs are the state's "normal contribution" + teachers' contribution). The 3.4% of salary teachers paid was 41.5% of the total paid by the state and teachers. The legislature would not have improved the benefit without "participation" by active teachers in helping pay for it. This portion, since it was tied to the existing payment structure, emerged. 





� As a result, while the statute (16 V.S.A. §1944(b)(2)) specifies active teachers' contribution as 3.4% of salary, they actually have been paying a total of 3.54%.





� Attachment 4, "Defined Benefit, Defined Contribution Compared," is a chart prepared by AFSCME that compares the basic features of defined benefit and defined contribution pensions.





� He engaged us in several private discussions during the late 1990s. While we never said "no," it became apparent that his motivation was to offload the investment risk from the state to public sector employees.





� See 3 V.S.A. Chapter 16A for state employees and 24 V.S.A.§5053 for Group E municipal employees.





� In this January 25, 2005 letter, we wrote, in part: "When our current Governor was the State Treasurer, had his 'DC' proposal been adopted, many of our members would have suffered disastrous financial consequences, and many members would not have been able to retire at the time they had planned. We believe that the role of a pension fund is to safeguard the retirement security of the members through sound investment decisions and established, guaranteed benefits."





� The study commission is described above, under the heading, "The System's (Under-)Funding: Which brings us to 2010."





� WV Senate Bill No. 4010, §18-7C-2 (2005).





� Matson, Paul, and Dobel, Susanne, "Arizona State Retirement System: A Comparative Analysis of Defined Benefit and Defined Contribution Retirement Plans," September 22, 2006.





� "On balance, when funded in a fiscally responsible manner, a defined benefit system permits the public sector to provide its workers with better retirement benefits at lower overall cost to taxpayers than a defined contribution system." Gabriel, Jourlande, and Mancini, Chrissy A., "The Illinois Public Pension Funding Crisis: Is Moving from the Current Defined Benefit to a Defined Contribution System an Option That Makes Sense?," 2007.





� Almeida, Beth, and Fornia, William, "A Better Bang for the Buck: The Economic Efficiencies of Defined Benefit Pension Plans," August, 2008.
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