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| WHO'S COUNTING gy 8

ON US?

318,849 active public employees

« 311,152 retirees, survivors,
I and disabled people

“+d1.5%

__..of Minnesota’s

3 \"‘population
(630,001 people)
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SCOPE OF
THE PROBLEM MAKING

PROMISES

Figure 1: Historical ACTUARIAL VALUE Funding Ratios for All Plans, W|THOUT

Leading to $17.8 Billion Unfunded Liability PAYING FOR
99.7% 100-1% 97 594 THEM

120%

100% 93.6%
o 0
— 90.4% __ .,
— " 88.0% 87.0% 2439
1 .37
- 81.0% 78.8% 8
—— .07/ ) 78.5% V)
80% 76.5% T8.6% 1 oo g T6:0% 77.5%
60% w-
w £7,8 wn w wn wn hid wn
- - it g hAd =3 -
2 2 B E G 8 N8B R BB &SN e S
o N o wn B [0 ~, S ~ ~ ~ Y " < S
g2 & o 8 Rl e |8 | (¥ |w |§ B & N |N |w |®
< © o ¢ N ~ > o e N o B Ol . =L (3
0% @l B o B el v B W B 2 5 B [ B B |w
N 8 2 B w9 g ¥ g8 8RR B N BB
DB E e R ER R R R R R
N o -] W 3 B [=] [< 00 =]
[ 2 N ) <) © [ N © B [ H Ul
S B o Bl (B |a |8 B 8 ¥ & ol w |R |8
20%
0%

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

THE MINNESOTA POLICY .KIF\XIE\F{P[&%AN
148, BLUE PRINT S AMERICAN



SCOPE OF
TH E PROBLEM SHIFTING COSTS

Figure 2: ACTUARIAL VALUE of Unfunded Liability for All Plans TO OUR

When Using Standard Pension Assumptions (Billions of S) CH"_DREN AND
00 GRANDCHILDREN
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CROWDING OUT

OTHER PRIORITIES RSEEYGa

CALLS PENSION
PROMISES A
“GIGANTIC
FINANCIAL
TAPEWORM”

Figure 3: Unfunded Liability is Already Crowding Out Other Spending Priorities
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CROWDING OUT
OTHER PRIORITIES BNt

IN A HOLE AND
JUST KEEPS

Figure 4: Substantial Portion of 2016 Pension Contributions Pay
Unfunded Liability Cost (Millions of S)
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: . an infinite number“‘ ‘ :
"\ of years would be requiredto ' ' "
©  eliminate the unfunded liability & &
_\ (the unfunded liability will
1 never be eliminated)...
the unfunded liability as a ..
percent of pay will increase
without limit to
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CROWDING OUT

WHAT ELSE COULD WE BUY FOR $1 BILLION?
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PAYING MORE BUT
FALLING BEHIND

Figure 5: Contributions are Rising as a Percent of Payroll for the
Major Pension Funds
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HOW DID WE GET
INTO THIS MESS? FALLING SHORT:

BORROWING

Figure 6: Actual Contributions Continually Fail to Make the Required FROM THE
Contributions Necessary to Fully Fund Minnesota Pensions (All Plans)
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HOW DID WE GET
INTO THIS MESS? MINNESOTAS

ASSUMED RATE
Figure 7: Minnesota Pension Plans Continue to Use the Highest OF RETURN |S

Assumed Rates of Return on Investments
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| MINNESOTALEGISLATURE HAS
TRIED TO FIX THE PROBLEM

* Fixing giveaways

« Sustainability
measures in 2010

* Market crash did not
cause pension problem

* Solid returns have -
not closed the gap /
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CONSEQUENCES

» “Crowding Out” effect
I3
* Increased borrowing and scrutiny ae -t

« Putting pension assets at risk

* Pension problem will hurt
job creation in public
and private sector
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| DESIGNING A SOLUTION

* Transparent e Affordable
* Predictable -« Fully funded
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| THE SOLUTION MUST
ADDRESS ALL STAKEHOLDERS

 Retirees

* Current and
future employees

« Current and , \
future taxpayers '

» State and local NS

governments S500° s-‘:y/
—
L S B

TTTTTTTTTTTTTTTTTT Jtiwm‘\m Lt
AMERICAN
SO BITERRRT YA



: RECOMMENDATIONS -

* Fully fund the
defined benefit
plan for retirees
and current
employees

* Close the plans

« Stop adding
new liabilities
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| RECOMMENDATIONS

Accurately state and fully
disclose the true cost of pensions
for reporting purposes

« Use realistic assumptions

« Make public pension data
transparent and accessible

* NO more cash bailouts
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] RECOMMENDATIONS

Create a defined o NS
contribution plan for all -
new public employees

 Offer a wide range
of options

* Implementation
by the Legislative Auditor
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| RECOMMENDATIONS

Preserve and grow pension assets;
pay down unfunded liability

e COLAS

« Don’t chase
unrealistic returns

* Fix the debt
payment

* Review borrowing
to pay for benefits
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