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N CTR’s 89th Annual Convention
is around the corner, with
members of the public pension
community gathering in Baltimore,
Maryland, from October 9 to 13.
The theme of this year’s Convention
is “Moving Forward,” implying many
things, including the obvious—
putting the past behind.

In recent years the economy, the
negative political climate, the actions
taken, and the events that have oc-
curred all have dramatically im-
pacted our pension plans in un-
precedented ways. Knowing there
are still problems to be faced and
challenges to be met, we still must
recognize the need to dust ourselves
off and move forward.

The agenda being presented by
NCTR has been carefully planned to
educate and empower the atten-
dees, enabling them to confidently
make informed choices that move
our pension plans forward.

Below are a few guest speaker high-
lights. To view the full slate of this
year's remarkable speakers, link to
the agenda posted at the NCTR
website, www.nctr.org.

Sunday afternoon’s Pre-Convention
PR B F\ent marks the
return of pro-
' vocative geogra-
phy advocate
HARM DE BLIJ
for an update
on “America’s
Changing Role
in a Transitory
World.” Dr. de
Blij, who specializes in geopolitical
and environmental issues, looks at
America’s declining strategic and
economic power and how to let
others do what America can’'t or
won't.

On Monday, the Con-
vention’s First General
Session launches with
an overview of the
“Current Political Envi-
ronment” as observed‘
by Keynote Speaker
JOHN HARWOOD, CNBC Chief Wash-
ington Correspondent and political
writer at The New York Times.

Later that morning, three nationally
recognized experts on retirement
security share the stage—EBRI
President DALLAS SALISBURY, la-
bor economist TERESA GHILAR-
DUCCI, and MARK IWRY from the
US Treasury.

On Tuesday, the Sec-
ond General Session
begins with demogra-
pher NEIL HOWE, an
expert on genera-
tional change and
long-term fiscal policy,
addressing the “Global Aging and
the Crisis of 2020s.”

Continued on page 4...
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A MESSY DIVORCE

By Leigh Snell, NCTR Federal Relations Director

On July 8, the Governmental
Accounting Standards Board
(GASB) released two “Exposure
Drafts” of its proposed changes to
accounting and financial reporting
for pension plans and their spon-
sors. This represents the final
stages of a multi-year project to re-
write the rules governing the way in
which government pension costs
and obligations are calculated and
reported.

GASB claims its amendments would

“improve”

this  proc- “By divorcing accounting
ess. Many, from funding, GASB will
ho W © v.e ; seriously impair the
,:): ;I eviszi decision-usefulness of
site. By employers’ pension
divorcing disclosures...”
accounting

from funding, GASB will seriously
impair the decision-usefulness of

employers’ pension disclosures,
virtually destroying the ability to use
them as a tool to provide policymak-
ers with a funding target, or to know
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whether plan sponsors are paying
their fair share of pension costs.

Why? Currently, the amount shown
on the sponsor’'s balance sheet is
linked to actual plan funding. It re-
flects the cumulative difference be-
tween the employer’s actuarially
determined Annual Required Contri-
bution (ARC) necessary to fund plan
liabilities over time and the actual
contributions made by the employer.
For example, if an employer had
always paid its ARC in full, then its
pension obligation shown on its bal-
ance sheet would be $0. To the
extent the ARC was not being paid,
the balance sheet would identify this
and provide a sense of how much
the employer had fallen behind.

Under the new GASB proposal, the
employer would have to report, as of
its fiscal year-end date, its total pen-
sion liability minus the market value
of plan assets. Thus, if the em-
ployer's total pension liability
equaled $25 billion, and the
market value of plan assets
equaled $20 billion, then the
employer would report the re-
maining $5 billion as its net
pension liability on its balance
sheet—even if the employer had
always paid 100% of its ARC. Fi-
nally, employers in cost-sharing
plans would be required to disclose
their proportionate share of their
plan’s liabilities—a major departure
from current practice.

Furthermore, GASB also makes ma-
jor changes in calculating total pen-
sion liability (commonly referred to
as the actuarial valuation). Smooth-
ing is limited, most governments
would have to recognize pension
expenses sooner than they do at
present (no more 30-year amortiza-
tion), and the discount rate could be
less than the expected rate of return
in some cases.

Consequently, this new pension li-
ability will likely be dramatically lar-
ger than the number currently dis-
closed on the balance sheet that is
directly linked to the ARC. It also will
likely be larger than the actual pen-
sion contribution calculated by the
plan for funding purposes, which will
no longer be based on GASB rules.

This will “de-link” pension account-
ing from pension funding. It will cre-
ate confusion as to which number—
the balance sheet liability or the
liability used by the plan to deter-
mine its funding request—is the
“real” number.

Overall, GASB will inflate employers’
perceived costs, increase the per-
ception of volatility in their liabilities,
raise public confusion over the ade-
quacy of funding efforts, and elimi-
nate proven and much-needed tools
to help enforce funding discipline.

It looks to be a very messy divorce.
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THE PENSIONDIALOG BLOG

By Ady Dewey, NASRA-NCTR External Affairs Manager

Tackling misstatements, commenting on
studies, examining retirement security—
these are some of the focus areas of our
recently launched blog, PensionDialog
(www.PensionDialog.com)

Like anything online—or in print—it takes
more than a “write it and they will come”
attitude. There needs to be a concen-
trated effort to spread the word.

What can you do to be part of the conversation?

¢ Sign-up on the site to be notified via e-mail each time
there is a new post. Look for this in the right column:

Email Subscription

Enter your email address to subscribe to
this blog and receive notifications of new
posts by email.

¢ Share an article by clicking one of the choices at the
bottom of every post to connect with your LinkedIn,
Facebook, Twitter, or other social media:

Share this: D !'l (in| G] =W

NCTR Director of
Federal Relations

¢ Post a comment on one of the
articles with your thoughts and
perspectives: Enter your comment here.

Leave a Reply

¢ Get the PensionDialog widget for
your LinkedIn or Facebook page
(it works like a link—when clicked,
it directly connects to the blog):
¢ Write and submit a post, or suggest a topic.

For more information on any of the above, please contact
Ady Dewey, the NASRA-NCTR external affairs manager, at
nasra.nctrcomm@gmail.com.

A Snapshot of the Three-Month-Old PensionDialog

¢ Articles from retirement systems, the Government
Finance Officers Association (GFOA), the Heartland
Institute, Lord Abbett, and others;

¢ Links to current research, including from the National
Council of State Legislatures, the Center for State
and Local Government Excellence, AARP, and the
National Institute on Retirement Security;

+ Video clips of interviews and links to Congressional
hearings;

¢ Cited as a public pension news source by the Society
of American Business Editors and Writers.

assist in the transition as Executive Liaison to the Board,
serving until he retires in January 2012.

= MONITOR DC

< activities with SHIFTS IN SYSTEM DIRECTORS

z Federal news

— WEBINARS BRIAN GUTHRIE has replaced Ronnie Jung as Executive Direc-
hosted by tor of the Teacher Retirement of Texas. For the last 3 years,

n LEIGH SNELL Guthrie has served as the system’s Deputy Director. Jung will

] ’

NCTR welcomes LINDA SAVITSKY as Executive Director of NASRA. Savit-

-II‘Iar
Visit www.nctr.org for - sky, who served 37 years in public sector finance positions, predominately

next date and time.

in the State of Connecticut, replaces Glenda Chambers who retired in Au-

gust after leading NASRA for the past nine years.
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Continued from page 1

MOVING FORWARD

. ® 1 Tuesday  evening,
¥ we honor the 2011

National Teacher of

\ the Year with a din-
™ ner and reception.
— 3 This year’s honoree
is MICHELLE M. SHEARER, who has
taught chemistry for the last ten
years at Urbana High School in Fre-
derick County, Maryland. Following

|m NATIONAL COUNCIL ON TEACHER RETIREMENT
LL AN

philosophy and experiences in
transforming student lives.

The primary mission of the NCTR
Convention is to provide education
to members of the public pension
community, with specific attention
to teacher pension funds. In addi-
tion to offering perspectives of
global and national events that may
affect state pension systems, the
convention is a one-stop opportu-

nity for annual updates on legisla-
tive, legal, and actuarial issues; the
latest word on bond, alternative,
and emerging markets; and net-
working and discussion with peers
at meals and receptions.

Be assured that choosing to attend
NCTR’s 89th Annual Convention will
be a rewarding first step into the
future. The information you will
take away will serve you well in

dinner, Ms. Shearer will share her

T
IN[@)| National Council on Teacher Retirement October 9-13, 2011
gt 89™ Annual Convention Bt e L Cl e el e

Moving Forward _

these extraordinary times.

Please make every effort to attend.

We look forward to seeing you in

Gt Yoy

NCTR PRESIDENT

Registration
is underway
at
www.nctr.org

Baltimore.

- PSHOTs

“ In June, executives gathered in Sacra-
mento for the NCTR 24th Annual System
Directors’ Meeting, which included tour
and sessions in the CalSTRS headquar-
ters. Next meeting marks 25 years and is
scheduled for Denver, Colorado, in June
, 2012.

*
Wall of Art Glass by Paul Housberg, 2009.
Photo by Clarissa Resultan.

National Council on Teacher Retirement Visit us at: www.nctr.org

7600 Greenhaven Dr., Ste. 302
Sacramento, CA 95831

Phone: 916.394.2075
Fax: 916.392.0295

THIRD QUARTER 2011 PAGE 4




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


