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New research released this week shows that even pension plans with big unfunded liabilities are likely to 
survive in the long term. 

Over the past decade, public retirement costs have spiked while governments' unfunded liabilities --now 
totaling more than $1.2 trillion -- have continued to grow. 

But according to research that debuted this week, lawmakers shouldn’t worry too much about 
accumulating pension debt. “There’s an assumption that fully funding pensions is the right thing to do,” 
said the Brookings Institution’s Louise Sheiner at the paper’s presentation. "Most of the work in this 
area has been about calculating how unfunded these plans are [and] that’s led to a lot of concern that 
these plans are in a huge crisis.” 

Sheiner, along with co-authors Byron F. Lutz of the Federal Reserve Board and Jamie Lenney of the Bank 
of England, say that's not the case. They argue that pension debt is stable as long as its size relative to 
the economy doesn’t increase. “When you approach the pension situation from a public finance [and 
sustainability] angle,” Sheiner said, “there’s less of a crisis than is typically portrayed.” 

The paper, which was presented at the Brookings Institution’s annual municipal finance conference in 
Washington, D.C., finds that pension benefit payments as a share of GDP are currently at their peak level 
and will remain there for the next two decades. That's because the 2008 market crash came at a time 
when pension plans were starting to see baby boomers retire, meaning they dropped in value just when 
payments to retirees were starting to increase. 

By 2040, however, the reforms instituted by many plans following the financial crisis will gradually cause 
benefit cash flows to decline significantly. Since those changes were to current employees’ plans, 
governments won’t see the full effect of those savings until those workers retire. 

All of this means that, according to the research, the worst of it is over for most pension plans. For the 
next 40 or so years, the ratio of pension debt as a share of the economy is expected to remain the same, 
as long as the plans achieve moderate investment returns and governments continue to make 
consistent payments equal to or slightly higher than they are now. 

Those, however, are two big conditions. Consistent payment schedules that last more than a few 
election cycles can be difficult for politicians. 

Take Illinois. In 1994, it set a 50-year payment schedule that would fund the plan at 90 percent. For the 
first decade of the schedule, the payments were low. They've since started ramping up. As costs have 
increased, lawmakers have consistently found ways to avoid making them, meaning that the expected 
contributions are getting even bigger and bigger. Illinois now has one of the highest state contribution 
rates as a share of payroll, around 50 percent. 



Sheiner said there are some plans, such as Puerto Rico’s, that are essentially out of money and probably 
in need of a bailout. But most plans could achieve their definition of stability by maintaining or slightly 
increasing their current contribution rate as a percentage of payroll. (The U.S. average is 17.4 of payroll.) 

The main concern, she adds, is with all this pressure to be fully funded, what are states giving up? And is 
that even necessary? “You do hear a lot of stories about people wanting to do things that are incredibly 
valuable, like getting lead out of water and investing more in education. These have huge rates of return 
that affect people’s health, inequality, basically everything that’s really important,” she said. “And they 
can’t do it because they have to fully fund their pension.” 
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Md. panel says public officials’ use of emails may constitute a 
meeting 
By Bryan P. Sears              
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Public officials will have to reconsider how they use electronic communications in the wake of a new 
opinion from the state’s Open Meeting Compliance Board. 

For more than 20 years electronic communications, such as emails and text messages, have been 
considered public documents but not subject to open meetings laws in Maryland, despite repeated 
warnings that such views could one day be overtaken by how the technology is used. The compliance 
board’s advisory opinion on a recent case suggests that time has arrived. 

The opinion of the board in a case involving the Talbot County Council sets a precedent regarding the 
use of electronic communications. 

A complaint was lodged earlier this year against the council after the five-member panel had exchanged 
emails and texts over a two-day period discussing and ultimately deciding to take a position on 
legislation pending before the General Assembly. The exchange and the decision to sign a letter taking a 
position on the legislation became public at a subsequent meeting when the council members publicly 
discussed other legislation they might wish to weigh in on. 

“We conclude that the Council violated the Act when it did not provide the public with an opportunity to 
observe its deliberations on its position on legislation pending in the General Assembly,” the three-
member compliance board wrote in its opinion. “We have explained that when the sequence of 
electronic communications is such that a collective deliberation among a quorum has occurred, with the 
opportunity for the quorum to interact on public business subject to the Act, actual interaction, and 
awareness that a quorum is at hand for a specific period of time, we will deem the public body to have 
held a meeting subject to the Act. And, once again, we strongly discourage the exchange of electronic 
communications on public business, no matter how carefully structured to avoid the presence of a 
quorum, as violative of the goals that the Act was intended to achieve.” 

“This is a pretty big deal,” said Michael Sanderson, executive director of the Maryland Association of 
Counties. 



The Talbot case is another in a series of decisions where technology has rubbed up against laws written 
before the advent of the internet age. 

“I think this was a case that the (compliance) board may have been waiting for,” said Sanderson. 

Corey Pack, president of the Talbot County Council, did not respond to a request for comment. 

An attorney representing the county before the compliance board said the council members — the 
council function as both legislative and executive branches at various times — were acting in an 
administrative capacity. Additionally, some members submitted affidavits saying they had neither 
intended nor been advised on how to evade the open meetings laws. 

Ultimately, the compliance board disagreed and noted that it has warned other officials in previous 
cases to be wary of the use of electronic communications. 

“Here, the totality of the circumstances leads us to conclude that the council’s deliberations were more 
akin to conversations among a group that effectively convened to decide on the council’s positions than 
to the sporadic exchange of written correspondence,” the board wrote in its opinion. 

The opinion this month breaks with others by the compliance board and with a 1996 opinion from the 
Office of the Attorney General regarding electronic communications. 

In May 1996, then-Attorney General Joseph Curran concluded that emails, while being subject to the 
Public Information Act, didn’t constitute a public meeting subject to the Open Meetings Act. 

Curran compared emails to “an exchange of paper.” 

But, in the same opinion, he cautioned that this could one day change. 

“To be sure, e-mail could conceivably be the medium of exchange when a quorum of a public body has 
convened,” Curran wrote. “If the members of a public body are able to use e-mail for ‘real-time’ 
simultaneous exchange, the result would be different. Then the analogy would be to a telephone 
conference call, the hallmark of which is the capacity for immediate group interaction and which 
constitute a ‘meeting’ under the Open Meetings Act.” 

Similarly, the compliance board has cautioned public bodies on the use of electronic communications. In 
a 2015 case, the board stopped short of saying a town council had violated the act when it used email to 
discuss an issue but called it “a close question.” 

The board in 2015 cautioned “members of public bodies [to] simply forebear from conducting business 
electronically because of the ease with which a conversation between two members (when a quorum is 
four) may be transmitted to the others and thereby effect an impermissible ‘crystallization of secret 
decisions to a point just short of ceremonial acceptance.’” 

The exact effect of the opinion this month is debatable. 

Open government advocates have long criticized state open meetings laws as lacking teeth and being 
merely embarrassing to public bodies found in violation — the Talbot council members will have to 
summarize the adverse opinion in an upcoming open forum. 

Sanderson said the newness of the ruling raises questions for public bodies that want to stay on the 
right side of the law. 



“It’s not a big deal in the sense that someone is going to jail, but it is a big deal to have a ruling come 
down that says you did something wrong,” said Sanderson. 
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Thirteen Democratic members of Congress introduced legislation that would fundamentally reform the 
private equity industry. 

Legislation that would fundamentally reform the private equity industry with enhanced disclosure and 
liability and fewer tax advantages was introduced Thursday by 13 Democratic members of Congress, led 
by Sen. Elizabeth Warren, D-Mass.  

The proposed Stop Wall Street Looting Act calls for public disclosure of fees and returns and would hold 
general partners liable for all portfolio companies' debt, including severance and pension obligations, 
that would gain priority in bankruptcy proceedings. It would end the tax treatment of carried interest, 
eliminate tax advantages of leverage-related debt and limit leveraged buyout distributions for the first 
24 months. 

The bill calls for the Securities and Exchange Commission to issue rules requiring private equity funds to 
annually disclose ownership, all debt held by the fund and its portfolio companies, investment 
performance, fees and other payments collected and to make that information publicly available.  

The proposal puts private investment funds "on the hook for the decisions made by the companies they 
control, ending looting, empowering workers and investors and safeguarding the markets from risky 
corporate debt," Ms. Warren said. 

Other co-sponsors in the Senate are Tammy Baldwin of Wisconsin, Sherrod Brown of Ohio and Kirsten 
Gillibrand of New York. House co-sponsors are Mark Pocan of Wisconsin, Pramila Jayapal of Washington, 
Barbara Lee and Ro Khanna of California, Ayanna Pressley of Massachusetts, Jan Schakowsky and Jesus 
Garcia of Illinois, Rashida Tlaib of Michigan and Raul Grijalva of Arizona. 

At a Capitol Hill rally, Mr. Brown said that private equity firms "pay themselves first and then they strip 
them for their parts," and the bill would force them "to take responsibility for the messes they make." 

Some of the changes are supported by the Institutional Limited Partners Association, whose 520 
member institutions represent $2 trillion in private equity assets under management. 

ILPA has not yet surveyed its members on the legislation, "but we are certainly supportive of efforts to 
support a strong fiduciary duty," ILPA Senior Policy Counsel Chris Hayes said in an interview.  

"Our members are strong believers in this asset class" because of the returns it delivers and its role 
diversification, Mr. Hayes said. "That being said, we support changes that promote transparency and 
better alignment between GPs and LPs."  



ILPA is pushing Congress to change the Investment Advisers Act to get uniform federal reporting rules 
for fees and expenses, and to address what it said is a growing trend of general partners using legal 
loopholes to reduce their fiduciary obligations. ILPA would also like Congress or the SEC to ease 
restrictions on limited partners' ability to communicate and to require the sharing of investors' names. 
Compliance actions against funds should also be made known to limited partners, who are increasingly 
paying for registration and compliance costs as partnership expenses, ILPA said.  

Drew Maloney, president and CEO of the private equity advocacy group American Investment Council 
said in a statement that "private equity is an engine for American growth and innovation — especially in 
Sen. Warren's home state of Massachusetts." The group pointed out that $199 billion of private equity 
in the state from 2013 to 2018 has produced nearly 400,000 jobs and made Massachusetts Pension 
Reserves Investment Trust Fund last year's strongest private equity investor, with returns of 21.8% last 
year and 13.6% over 10 years.  

"Extreme political plans only hurt workers, investment, and our economy," Mr. Maloney said. 
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