CHARITABLE TRUSTS

Jacksonville, Florida — September 16, 2013

laura and john arnold foundation
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The Process

* There are various paths towards improving pension funding and no one-size-fits-all solution

~ Local governments need to find bi-partisan solutions that meet their own needs and are
agreeable to all stakeholders, including public sector employees and their representatives

* The process of identifying reform options should be data-driven, open, transparent and
inclusive of these stakeholders

» It should also accomplish three primary goals:
1) Create a credible plan to pay off pension deficits over a reasonable time frame
2) Safeguard that future pension promises are affordable, sustainable and secure

3) Ensure that the compensation package being offered will help recruit and retain a talented public
sector workforce
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Successful blueprint in other states:

1. Kentucky:
Problem
® June 2012: Main pension fund (KERS) in dire shape - 27% funded as of June 30, 2012
o ARC funding shortfalls, excessive benefits, investment shortfalls, missed actuarial assumptions

Process
® June 2012: Bi-partisan taskforce (12 members) created to address pension challenges
o Non-partisan support from PEW/LIAF
o Listened to support from key stakeholders (public employees, labor groups, business leaders)
* Avoided political grandstanding and focused on finding a comprehensive solution

Result
® November 2012: After 6 months, taskforce reached comprehensive solution
o Commitment to fund ARC
o A limit on future cost-of-living adjustments (COLAs) unless the benefit could be fully paid
o Created a well-designed hybrid plan for new employees
November 2012 — February 2013: Compromise solution endorsed 11-1 by taskforce — passed in Senate
on a bi-partisan basis
March 2013: House made minor changes, including new revenues, and passed final version of reform

bill on March 26
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David Draine
Senior Researcher

(202) 552-2012

Josh McGee
Vice President
josh@arnoldfoundation.com

(713) 554-1916







