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Are Public Pensions Sustainable? 

Most certainly yes when: 

• Sponsors make their contributions 
consistently and fully. 

• Employees make their contributions. 

• Investments are well managed and fees are 
low. 

• Benefits are appropriate and funded. 
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What Pension Participants Need to Know 
About Threats to Their Pension Plans? 

 
• It’s national. 
• It’s well financed and orchestrated. 
• It’s the economy. 
• And pensions are going away in the private 

sector. 
• But we’ve managed to largely hold on the public 

pensions because of 22 million reasons. 
• And we have an opportunity to change the 

debate. 
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NCPERS 

• Largest nonprofit trade association 
representing 550+ public sector DB plans that 
have $3+ trillion in assets. 

• Who we ARE: 

– Advocacy 

– Research 

– Education 

• www.NCPERS.org  
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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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Public Pension History 

• Public pensions have been around for more 
than 150 years. 
– 1857 New York establishes LOD benefits for NYC 

police. 

– 1866 FDNY gets LOD benefits. 

– 1878 NYC public safety get lifetime benefit 55/21. 

– 1894 NYC teachers pension benefit. 

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

– Most public plans established soon after 1935. 
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Major Pension Enactments 
2009-2014 

8 



National Conference on Public Employee Retirement Systems 

2014 State Battles 

• Arizona 

• California 

• Colorado 

• Florida 

• Illinois 

• Indiana 

• Kansas 

• Louisiana 

• Missouri 

• Oklahoma 

• Pennsylvania 
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2015 State Battles 

• Arizona 

• Arkansas 

• Colorado 

• Florida 

• Illinois 

• Indiana 

• Kansas 

• Kentucky 

• Michigan 

• Missouri 

• Nevada 

• New Hampshire 

• New Jersey 

• North Dakota 

• Oklahoma 

• Pennsylvania 

• Virginia 

• Wyoming 
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Federal Challenges 

Congress: Tax Reform 

 SAFE 

 PEPTA 

 Pick ups 

 Mandatory Social Security Coverage 
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National Challenges 

• GASB Accounting 
Statements 

• GASB OPEB 
Restatements 

• Moody’s 

• ALEC model legislation 
to close public 
pensions 

• Pew and LJAF 

• Cato, AEI, Manhattan 
Institute, etc. 
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Why No Other City is Like Detroit 

• July 18, 2013 Detroit files for Chapter 9 

• $18 billion debt of which $800 million - $3.2 
billion is due to public pensions 

• But no other jurisdiction is like Detroit: 

 Unprecedented loss of population and jobs 

 Michigan reneged on its revenue sharing 

 Bad interest rate bet 

 Gov. forced Detroit into bankruptcy 
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Old and Novel Arguments Against DBs 

Old 
• Too expensive/risky. 
• “Cooking the books”. 
• Hard to budget. 
• Taxpayers left holding 

the bag. 
• Private sector doesn’t 

have pensions anymore 
neither should public 
employees. 

• Too much fraud/abuse. 

New & Novel 
• Switch to a 401k-style plan 

to ensure plan sponsor 
contributions. 

• Defined benefit plans 
discriminate against short 
term employees. 

• 401k’s are better wealth 
accumulators to pass 
down to heirs. 

• At nearly $3.9 trillion AUM 
public plans are too big. 
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How to Talk About Pensions 

• Keep it simple 

• Teachers, public safety vs politicians, Not Big 
Unions vs Taxpayers 

• Workers put their life savings into pensions 

• Politicians and bad economy got us into this mess 

• Pensions are modest 

• Many workers do not get Social Security 

• Loss of state income tax from large multinationals 

15 



National Conference on Public Employee Retirement Systems National Conference on Public Employee Retirement Systems 

Evolution of a Message 

From: Tactical/Reactive/Defensive – It’s about US 

• Hard-working public sector workers are your 
neighbors and relatives 

• Don’t make us scapegoats for the mistakes of 
legislators 

• Nurses, public safety officers, teachers, social 
service professionals, administrators deliver the 
services you rely on every day for less pay than  
private sector employees 

• Traditional media and stakeholder outreach 
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Public Pension Defense Tool Kit 

• http://www.ncpers.org
/files/public_pension_
defense_tool_kit.ppt  

• Culmination of months 
of work done in 
partnership with public 
pensions, advocates, 
and other stakeholders 
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Top 10 Advantages of DB Plans 

• http://www.ncpers.org
/files/2011_ncpers_res
earch_series_top_ten(
1).pdf  
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Legal Protections for Pensions 

• http://www.ncpers.org
/files/News/03152007
RetireBenefitProtectio
ns.pdf  
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Evolution of a Message 
To: Strategic/proactive story - it’s about YOU, the general public  

• NCPERS-member work group selects “Retirement Security for 
All” as campaign slogan 

• Public Sector pension model – supported by data –  is the 
solution for the nation’s overall retirement security crisis 

• NCPERS Secure Choice Pension becomes part of the national 
conversation 

• NCPERS national surveys of Small Businesses show support 

• Web, social media, blogosphere, editorial engagement 

• Media now asking NCPERS for comment, insights 

• Lobbying for and garnering state-by-state interest in SCP 
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Secure Choice Pensions (SCP) 

Public-Private Partnership 
to bring retirement 
security to the private 
sector by leveraging the 
investment expertise and 
economies of scale of 
public pension plans 
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Why State Based? 
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• Retirement security 
means productive, 
taxpaying retirees. 
 

• Limits social safety net 
expenditures. 
 

• Helps manage workforce. 
 

• No foreseeable Federal 
action. 
 

• Bottom line: it’s in states’ 
interest. 
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SCP Estimated Income Replacement 
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ESTIMATED REPLACEMENT RATIOS 
WITH A 5% INTEREST CREDITING RATE 

1 Calculated using Social Security AIME calculation. 
2 Calculated using assumed salary increases based on age, an average return of 5% per year, a contribution rate of 3% per year at $50,000 and 6% per 

year at $100,000, retirement of age 65, and annuity conversion based on PBGC annuity valuation assumptions. 
3 Calculated using assumed salary increases based on age, and an expected credited interest rate of 5% per year. 

Retirement Income Replacement Gap: 
Surveys report individuals estimate 60% as 

adequate—when 80% to 90% is needed. 

Average 
Life Time 
Income 

Expected 
Social 

Security 
Replacement 

Ratio1 

Replacement Ratio 
from Expected Personal 

Savings Including 401(k)2 

Total Replacement Ratio 
with Social Security and 
Personal Savings Only 

Expected SCP 
Replacement 

Ratio3 

Total 
Replacement 

Ratio with SCP 

$20,000 60% 0% 60% 29% 89% 

$50,000 43% 12% 55% 29% 84% 

$100,000 32% 25% 57% 29% 86% 
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SCP Structure Summary 

 State-based Public Private 
Partnership 

 Single Multiple Employer Plan 

 Board of Trustees and plan staff 

 DB “Career Accumulation Plan” 
(variation of a cash balance plan) 

 Conservative actuarial, funding, and 
investment assumptions 

 Normal Retirement at 65 

 6% Contribution Rate 
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SCP Structure Summary 

 7% Discount Rate 

 5% (approximately) Interest Crediting Rate is based on 
a US Treasury reported rate 

 3% minimum career interest crediting rate 

 Immediate vesting  

 Individual SCP Participant Balances, but comingled for 
investment purposes 

 At retirement the SCP balance is converted to an 
annuity 

 Could use the investment power of public plans 

 Death Benefit is the annuitized account balance 

 Augments (not replace) existing retirement programs 

 Multiple options to address underfunding risk 

Social 
Security 

Personal 
Savings 

including 
401(k)’s 

Secure 
Choice 
Pension 

These provisions can be adjusted to fine-tune the 
balance between benefits and cost. 
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SCP Sample Projections 

 The following tables illustrate a sample projection 
of an employer group over a 10-year period 

 The employer group assumes: 

 25 employees 

 Ages uniformly distributed over the working career 

 Average salary of $40,000 

 Modeled investment return and crediting rates are 
as shown in the tables 
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SCP Stress Test 1 
The projection below models an investment market 
assuming the valuation assumptions as described earlier 
are exactly met. 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 

Effective 
Contribution % 

6.01% 6.03% 6.04% 6.04% 6.04% 6.03% 6.00% 5.99% 5.93% 5.89% 5.88% 

Funded % 100.00% 137.77% 138.12% 138.42% 138.68% 138.73% 139.20% 139.12% 140.41% 141.09% 140.38% 

Unfunded/ 
(Overfunded) 
Liability 

0  (18,717) (39,644) (62,865) (88,463) (116,011) (146,953) (178,109) (216,429) (255,008) (286,433) 

DRF 0  0  0  0  0  0  0  0  0  0  0  

                        

Investment 
Return 

— 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 

Total Payroll 1,000,000  1,035,181  1,071,091  1,107,363  1,144,006  1,181,031  1,210,979  1,240,228  1,247,629  1,268,236  1,290,993  
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SCP Stress Test 2 
The projection below models an investment market using 
actual returns for the 1990 to 2000 period. 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 

Effective 
Contribution % 6.01% 6.04% 5.98% 5.98% 5.96% 6.00% 5.67% 5.45% 4.97% 4.51% 4.32% 

Funded % 100.00% 136.60% 140.12% 141.51% 142.51% 142.12% 140.52% 138.59% 134.23% 134.51% 139.30% 

Unfunded/ 
(Overfunded) 
Liability 

0  (17,047) (40,455) (66,519) (95,704) (124,574) (150,316) (174,103) (181,973) (212,750) (277,111) 

DRF 0  0  0  0  0  0  13,062  32,012  76,994  121,387  152,960  

                        

Investment 
Return -- 2.45% 19.36% 7.37% 8.20% 4.08% 22.31% 14.72% 19.97% 17.13% 13.58% 

Total Payroll 1,000,000  1,035,181  1,071,091  1,107,363  1,144,006  1,181,031  1,210,979  1,240,228  1,247,629  1,268,236  1,290,993  
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SCP Sample Projection 3 
The projection below models an investment market using 
actual returns for the 2000 to 2010 period. 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 

Effective 
Contribution % 6.01% 6.05% 6.12% 6.25% 6.14% 6.12% 6.14% 6.05% 6.06% 6.74% 6.47% 

Funded % 100.00% 135.65% 133.60% 129.58% 130.08% 130.72% 131.27% 132.69% 135.56% 127.52% 127.38% 

Unfunded/ 
(Overfunded) 
Liability 

0  (16,603) (33,879) (47,404) (67,731) (90,861) (116,011) (147,462) (189,025) (169,664) (193,094) 

DRF 0  0  0  0  0  0  0  0  0  0  0  

                        

Investment 
Return -- -1.25% -2.95% -8.39% 16.69% 7.73% 4.51% 10.17% 5.01% -16.30% 15.71% 

Total Payroll 1,000,000  1,035,181  1,071,091  1,107,363  1,144,006  1,181,031  1,210,979  1,240,228  1,247,629  1,268,236  1,290,993  

29 



National Conference on Public Employee Retirement Systems 

State Actions 
Enacted Legislation 

 
Massachusetts 2012 
• Treasurer will manage a separate trust for small 

non-profits 
California 2012 
• CA Secure Choice Retirement Savings Trust Act 
Oregon 2013 
• Enacted study commission 
Connecticut 2014 
• Enacted study commission 
Illinois 2014 
• IL Secure Choice Savings Program Act 
Minnesota 2014 
• Enacted study commission 
Vermont 2014 
• Enacted study commission 
Utah 2015 
• Enacted study commission 
Virginia 2015 
• Enacted study commission 

2015 Activities 
 

Hawaii  
Indiana*  
Kentucky*  
Maryland* 
Massachusetts*  
New Hampshire* 
New Jersey* 
New York 
North Dakota* 
Ohio 
Oregon* 
Washington* 
West Virginia* 
Wisconsin* 
 

* indicates legislation introduced 

Underline indicates failed 
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Small business owners overwhelmingly support the Secure Choice 
Pension, regardless of whether or not they already provide a 

retirement benefit to their employees.  

Now, please tell me if you would favor or oppose this proposal having this type of retirement 
plan available for small private employers? [FAVOR/OPPOSE] Is that strongly or somewhat? 

82 

15 
2 

84 

15 

80 

17 

18 5 20 4 15 5 
Favor Oppose Don't Know Favor Oppose Favor Oppose

The Secure Choice Plan Proposal 

All Small Business No Benefits Benefits 

+69 +63 
+67 
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Three out of four small business owners who provide retirement benefits are 
interested in the Secure Choice Pension for their own employees.  A majority 

of those not providing benefits are also interested. 

And thinking about your own small business, would you be very interested, somewhat interested, not too 
interested, or not at all interested in this type of retirement plan for your own employees? 

69 

31 

0 

75 

25 

59 

40 

13 13 15 10 9 20 

Interested Not
Interested

Don't know Interested Not
Interested

Interested Not
Interested

Interest in the Secure Choice Plan for their Employees 

All Small Business Owners No Benefits Benefits 

+49 

+19 
+38 
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What is Next?  

Is the upside potential of this 
concept greater than the 
downside risk? 

1. Yes 

2. No 

YES NO

19%

81%

YE
S 

N 
O 

What do you think? 

Response After Recent Presentation to Public Retirement Administrators 
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www.RetirementSecurityforAll.org 

 Campaign to bring awareness 
and support for SCPs 

 We want ordinary Americans 
telling elected officials to make 
SCPs a reality 

 We want employers and 
employees who don’t have 
pensions to say they want SCPs 

 We want folks who have 
pensions to say we support 
working Americans to have 
SCPs 
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Next Steps:  
Increased Engagement By You 

• Lobby your local legislators and government officials to 
preserve pensions and consider an SCP Model for Retirement 
Security for All 

• Pitch your state newspapers’ editorial boards for meetings 
that would include you and NCPERS to discuss a solution to 
the growing national retirement crisis 

• Train your participants to spread the word about benefits  

• Link your home page to pertinent pages on NCPERS Website 

• Use NCPERS Downloadable Resources 
• Media Training Tool Kit 

• Secure Choice Pension White Paper 
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Next Steps:  
Increased Engagement By You 

• Join NCPERS 

• http://www.ncpers.org
/fund  
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NCPERS 2015 Educational Programs 

Public Pension Funding Forum 
 August 24-25, 2015 at UC-Berkeley, Berkeley, CA 
Public Safety Employee Pension & Benefits Conference 
 October 25-28, 2015 in Rancho Mirage, CA 
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Thank You 

NCPERS 
444 North Capitol Street, NW, Suite 630 
Washington, DC 20001 
1-877-202-5706 
www.retirementsecurityforall.org  
www.NCPERS.org 
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