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By Mark Curtis, VP
The Governor’s Study Group on LEOFF 1 is titled as a Groundwork Report for

Medical Benefits Study

Note the team play with the State of Washington Health Care Authority on the front Page.
The document is likely to cause concern all through out LEOFF 1 circles. The average LEOFF 1 reader will focus on the potential take a-ways suggested as topics to discuss within the group. Admittedly things do not look good on the surface. But, the group is advisory only to the Governor, and will work at least through November of this year and maybe longer. 

The DRS Director proposed three models for the Governor to consider. Gov Gregoire may pick or change anything. We should repeatedly re-look at her letter to the legislature. She appears to want to be fair. No where did she write of any mean spirited agenda towards us. However, the message has implied that employers are expected to be working to help resolve their own problem. While she was very careful with well planned words, she did not plant a position taken. We have a good chance to survive this.
Yes, topics we face include;

Proving we are a pension contract law and not a 401 (k). Some plan 3 pension plans are a 401. Some policy makers may be thinking all pension plans should be a 401. We disagree of course and do so strongly. A deal is a deal.
Employers believe we can have our medical benefits and long term care reduced , believing that these key benefits are merely post-retirement benefits. We see them as a part of our original contract law and not a separate concept. Federal law was not intended to make employers a new beneficiary. It was to help state plans not as good as ours. The Seattle Backenhus case so long ago is still the law of the land.
We may be pressed to agree to the creation of a single disability board. The term Pension board is mentioned. It logically could go to the control of the Health Care Authority . Having a claims manager provider is an idea considered. The concept to watch is that medical benefits could be standard state wide, likely exact to original 1970 law benefits named then. Of course, none of us want this one board for various reasons. Travel to Lacey to make a case why a necessary medical need is required could well be overwhelming to many people. We tend to like our politics to be local, our own boards with who we vote for on the board. Some boards believe particular benefits are necessary in some places, not so in others. So, some members could lose medical benefits, some gain. The idea is to make them all the same. Most everyone would lose, because the medical world of today has progressed quite a lot. Some people would restrict us to old options to good health. While we tend to decline long term care even when we should accept it, the benefit is still ours to use or not use would be our consensus thinking.
As has been usual in recent years, employers have had an eye on pension so-called “surplus” to cover employer liabilities with a need for a financial bail out. Our own position is to deny any access to our fund, wanting it to cover investment losses.We would argue that the employer may need a dedicated revenue tax resource, or a bail out from the state. The pension fund may be used only be for the exclusive use by the LEOFF 1 beneficiaries. That means pension benefits, not the benefit of employers or the state. One topic is to discuss who may have the funds, us, them, and/or the taxpayers. A Federal 420 law is said to authorize transfers of funds annually. Maybe, maybe not when surplus is found to be over 120%.A Health Care Account would need to be created and employers might be permitted to establish what medical benefits would be authorized, contrary to the responsibility of the disability boards. That governmental goal takes lots of time. 

A reduction of costs to the employer is sought. These ideas do not mean we would stand idle on these matters. This includes delivery of health care and a desire to cause us to make co-payments for medical care.
A meeting facilitator is suggested and we would be expected to all pay a portion of the costs to meet.

A definition is sought to address what is “full funding”.
The issues of Medicare part B is up to discuss and we hear that a few employers do not want to pay either Part A nor B, that may cause LEOFF 1 people there to have to pay much of their own health care benefits.

So, consider a wide variety of outside and inside variables that are out there right now for us to link to what we disagree about, may agree about, or may have impacts on us;

· The Association of Washington Cities listened to the 6/19/07 Select Committee on Pension Policy Regular Executive Committee Meeting at the Capitol. One discussion situation was that the recent interests earned have been unrealistic, and a 5% rate would be the likelihood the next few years, confirming recent news reports on the rate. Changes in employer rates for DRS administration costs can send serious waves of nervous concerns of financial impact to employers. They have a very large liability said to be $1.26 Billion.
· Impacting us, lower interest rates would damage our pension fund balance and  lower the so-called “surplus” level for employers to want to control. The Cities have a key need to have stable administration rates and they asked the SJCPP to slow down on things. Cities do not  expect to advance legislation on LEOFF 1 . Cities want time to find a tool to help Cities to meet liabilities.

· The state is very concerned about having to follow GASB (Actuary ) guidelines that force reporting to us all what liabilities are on the books by the state and employers. Those numbers could adversely affect State bond ratings and cost government losses in financing, hurting government financial health. Washington pensions still are solid. Our pensions are the 25th largest plans in the US, and the Actuary and Investment Board have been successful in good management.  Investment Board Gary Brubaker gave a good eye opening talk on money that cautioned that we will see years of losses in principle. But risks are spread out in the portfolio to deal with reductions in interests and he can not say what is in the future. Good times do not last forever. Watch for that 5%. (Thus, with a 5% assumption rate, we may have full pockets, 8% rate and we are an enticement to someone who will want the money. The Actuary does not look at the funds with a Market view. Their risk management works far better to stabilize funds and avoids much volatility. Oddly, LEOFF 1 people planning to work longer offsets a plan with lower interests earned. An 8% rate will be very hard to try and achieve said one speaker. The Actuary is always two years behind in reporting experience. That lag could hurt us with people seeing our money and wanting it before the lag is recognized, smoothed, and surplus level is viewed more accurate and maybe below the 120% level that causes us grief.  Pressure on government directly affects us for the better or for the worse. LEOFF Unions have current difficulty with retaining membership and that can affect us as well. 
· We are inadvertently affected by what the State does with an unpopular Gain Sharing loss controversy created by the last Legislative session. The concept is what some of us also want, i.e. interests off the earnings, and what we dare not ask for in a Bill, because if we open the law and ask for another benefit, the Legislature may come in the Bill and take a benefit. Our atty Paul Neal gives us this caution we also heard in the year 2000 and at times since. Some LEOFF 1 people disagree. National and State elections can impact pensions. The next race for Governor could be impacted by the gain sharing issue. Who knows what tension that race could bring.

· We are experiencing differences in goals. The State is aware of our divisions between each other and mentioned in the Study Group document as NOT UNIFIED. Division is a tool to our opponents, and is a natural action and evolution often experienced by large groups. Expect someone to try and derail us. The Coalition has made a change for the future to become a pure LEOFF 1 organization to help avoid conflicts of interests sooner or later. LEOFF 2 people are retiring, Unions have their own concerns about losses in dues paying memberships, and we hope to avoid becoming irrelevant when leadership in various separate groups naturally evolves towards plan 2 agendas. Our counterparts in plan 2 indeed should become active to work on benefits. They do have their own pension board with a long way to go for better benefits. They and we should have created our own pure pension plan groups long ago. We should have started no later that mid 1970’s. Too many people assumed the legislature would never hurt us and we did have union type groups to inherit responsibility. 1977 began the split and here we are wishing the law was never closed.  Our numbers are limited so we do what we can to keep what we have. Oddly, the Study Group topics do not show the notion to include our Cola benefit.
       * Lastly, the SJCPP has listed an intent to study LEOFF 1 surplus each year on out to 
year 2032.

Add up the influence factors that touch us and consider that the Study Group 
might not yet force us to take dramatic action any time soon. Some employers are not comfortable, we need time to digest what it may mean. The interest rates going down, and political unrest in Olympia, could cause a person to think that we are still in a legislative arena on all this, and not close to any necessary litigation. The study may go on a fair while. Public awareness to identify poor treatment and broken promises of active and retired fire fighters and law enforcement officers may not be popular with voters. Our atty also believes we are still in that legislative issue only stage. The recent 
Olympia meeting brought unexpected gems to share and reason to calm down


 for the time being.


The Governor’s appointments should be next month sometime and then we could  
begin to comment on this more. We would hope we could get many things 
removed from the table.   
