The Patrick-Murray Local pension funding relief initiative
The Problem:  Funding Schedule Challenge

· Recent unprecedented losses incurred by local pension funds will result in significant increases in the annual pension payments required to fully fund the systems on existing funding schedules.  This presents a significant challenge at a time when governmental resources are more constrained than ever.  

· There are significant short-term and long-term fiscal implications to solutions for this issue, as it will impact local governments’ ability to fund pension liabilities over the long-term and their ability to fund critical programs and services in the short-term.  

· There are issues of fairness that need to be considered; specifically, the obligation to address unfunded pension liabilities accrued as a result of years of underfunding and the poor investment performance of pension funds must be balanced against the current generation of taxpayers’ right to not be disproportionately burdened with solving this entire funding problem.  

· It is also important, however that the funding liability be recognized and addressed in a responsible and disciplined manner.  

Patrick-Murray Solution

· This proposal is not intended for budget relief from current appropriations.  This proposal is designed to allow local systems, at a time of fiscal crisis, to address recent market losses that grow liabilities caused by prior generations of taxpayers in a disciplined way without the significant increases in payments that would otherwise be required.

· Our proposal allows systems to extend their funding schedule subject to certain conditions regarding maximum and minimum payment amounts.  In no event may schedules be extended beyond 2040.
· Biennial actuarial valuations will be required beginning 3 years after the last valuation conducted before January 1, 2010.

· Our proposal strikes the right balance by acknowledging the hardship communities would face if not provided relief for significant cost increases that will otherwise occur if forced to live within existing funding schedules and by requiring that annual funding levels be maintained.  

· Our proposal also requires that future asset gains be used to shorten schedules, not reduce payments.

Aggregate estimate of “avoided costs”: up to $200M in first year of proposed new schedule if every community takes advantage of the authorization to extend their schedules to the maximum term permitted.
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