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OPEB: The Size of the Problem, in Context

State and Local Government Debt by Type

m OPEB Pension (actuarial)  ® Pension (market-based)  ® Credit Market Debt
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OPEB: The Nature of the Problem (“Crowd Out”)

State and Local Government Jobs, 2007-2013

19,900
19,700
19,500
19,300
19,100
18,900
18,700

18,500
2007 2008 2009 2010 2011 2012 2013



2012 Dollars

$45,000
$44,000
$43,000
$42,000
$41,000
$40,000
$39,000
$38,000
$37,000
$36,000
$35,000

OPEB & “Crowd Out,” continued

Median Local Government Salary, 2002-2012
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OPEB: The Nature of the Problem,
continued

* Intergenerational (in)equity

* Costs are dangerously uncertain (Medicare eligibility,
healthcare is a service)




Why Prefund (and Why not), in One Chart

Prefunding=
S1 billion in
additional
annual costs

Annual employer payments to Texas ERS for retiree health
under current pay-as-you-go and full-funding arrangements
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Source: Analysis prepared for Task Force by Center for Retirerment Research, Boston College.



Prefunding’s no Panacea

Los Angeles’ experience=not encouraging
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“Necessary to Attract and Retain Workers”
Seriously?

Percent of Workers Eligible for Percent of Large (200+ worker)
OPEB Employers Offering OPEB

100%
90%

78.0%

80%
65.4% 70%
60%
50%
40%

28.0%

30%

10%

0%
Private Sector State and Local All State and Local
Workers Workers Governments



Obamacare & OPEB

e Cadillac Tax

e “ A Stealth Bailout of State and Local

Governments”?
* Detroit and Chicago



Conclusion: Two Points

* OPEB and bankruptcy: partial cause, certain casualty
e Optimal solution is phase out
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