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U.S. State Pension Roundup: Recent Court Rulings
And Reform Slowdowns Make Active
Management Essential

Despite six years of favorable economic expansion, a majority of states face budget gaps in either fiscal 2015 or fiscal

2016, or both years. Although Standard & Poor's Ratings Services views the majority of these gaps as manageable and

no immediate threat to a state's credit quality, they could test a state's pension funding commitment. Furthermore, a

state's commitment to funding its actuarially determined contribution (ADC) and how substantive and volatile these

contributions are relative to the total budget remain key credit considerations in Standard & Poor's assessment of a

state's credit quality. (See "U.S. State Budgets Face Lean Margins Despite Mature Economic Expansion," published

April 27, 2015, on RatingsDirect.) Pension liabilities are not just long-term potential sources of credit pressure. We

continue to differentiate states' credit quality by the status of their long-term liability profile in general, and the

management of their pension liabilities in particular. States with relatively low ratings or negative outlooks have

several characteristics in common, not the least of which is a track record of underfunding their annual pension

contributions from an actuarial standpoint.

Overview

• We view pension obligations as long-term liabilities that must be funded over time and a state's commitment

to funding its contributions is a key credit consideration.

• Public pensions clearly are in a period of transition based on accounting and actuarial changes, funding

commitments, and the recent court decisions that deemed certain states' enacted reform efforts

unconstitutional.

• Standard & Poor's expects pensions to remain a significant public policy and funding challenge for many state

governments, and a continuing source of expanding liabilities for most.

Pension liabilities and the annual costs associated with funding them are important credit factors in our review of state

governments. Standard & Poor's views pension obligations as long-term liabilities that must be funded over time.

Although the funding schedule can be more flexible than that for a fixed-debt repayment, it can also be more volatile

and, in our opinion, could cause fiscal stress if not managed. In our opinion, governments that have consistently fully

funded their annual required contribution (ARC) payment, as reported under Governmental Accounting Standards

Board (GASB) 25 and 27 statements, generally have systems that are better funded than those that did not. The rollout

of GASB 67 and GASB 68 eliminates the ARC. Instead, systems that use an actuarial basis for their pension funding

contribution by policy or law will include a schedule of the ADC in their financial statements. States that do not base

pension contributions on actuarial calculations, but that might have contractual or statutory requirements, will include

a schedule of their required contributions, which will not be actuarially derived.
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Note: Funded ratios in the map are based on 2013 valuations.

Pension Funding Status Plays A Significant Role In A State's Creditworthiness

Pension funding status varies widely among states and has played a significant role in relative creditworthiness over

time. U.S. state pension funded levels averaged 71.2%, according to Standard & Poor's 2015 annual survey (based on

2013 valuations) for the 50 states included in the survey. That's basically static from the 2012 average funded level of

70.9%. As well, the data shows that more states this time (26 compared with 12 in 2012) either maintained or

increased their funded ratio. That said, a substantial and growing gap remains between the highly funded and weaker

funded plans, and we consider it significant that 24 states' funding ratios declined from levels of the previous year,

especially in light of strong market returns. Furthermore, it seems that strong market returns, competing priorities, and,

in some cases, reform fatigue might place additional pension reform on the back burner, at least for now.

Given the state sector's generally strong credit profile and the long-term nature of these obligations, we do not see

pension liabilities immediately jeopardizing most state governments' capacity to fund their debt service obligations, but

we believe if left unmanaged that they have weakened and might continue to weaken a state's credit profile. When

we've concluded that a state is insufficiently managing its pension liabilities, it has detracted from our view of that
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state's overall credit quality. There are three key pension-related issues we believe will shape the public policy debate,

budget deliberations, and potential credit quality in 2015 and beyond:

• Reform efforts seem to be slowing as all states have already proposed reform, which has either been enacted,

declared unconstitutional, or is in legal limbo.

• The gap is growing between well-funded and poorly funded pension plans, and lean budget margins could lead to a

greater reluctance for struggling states to fund ADC.

• States committed to fully funding pension contributions that are actuarially derived generally have better funded

ratios than those that have not.

Pension Reform: Has Fatigue Set In?

Most states have strongly committed to managing their long-term liabilities, including pensions. In our view, various

market participants, policymakers, employees, taxpayers, and the media have contributed to an increased focus and

vigilance on the need for states to continue to manage this particular long-term liability as the unprecedented amount

of pension reform in the past few years demonstrates. Governments and employees alike who once considered public

employee benefits sacrosanct, have been rethinking this view as lawmakers face the difficult trade-off between

maintaining current benefits for both those retired and in the active workforce and restoring services or providing tax

relief to taxpayers. However, with the recent court rulings against these reform efforts, these efforts appear to be

cooling off in terms of the number of pension reforms currently being proposed. To some extent, many states made a

big push to pass various reforms, and now they are watching to see how these efforts play out, both legally and from a

practical standpoint.

Although reform has been more comprehensive in some states than in others, as of 2015 almost every state has

enacted some amount of pension change. Savings from some of the reforms -- such as capping benefits for newly hired

employees -- will take years, if not decades, to be fully realized. Given that so much valuable political capital has been

expended on reform measures that may not generate material fiscal benefits until long after current legislators' terms

end, Standard & Poor's perceives a bit of reform fatigue may be setting in that could slow the pace.

According to the National Conference of State Legislatures (NCSL), between 2009 and 2015, all 50 states and the

Commonwealth of Puerto Rico enacted some type of pension reform. However, only 805 bills have been introduced so

far in 2015, compared with 1,223 in 2014 during the same time frame. Of the retirement system bills introduced this

year, only 147 (from 26 states) have been enacted while some state legislatures are still evaluating other proposed bills.

In addition to a slower pace of new pension reform efforts, some states' passed reforms have hit legal roadblocks. For

example, Illinois and Oregon enacted changes that were recently deemed unconstitutional by their respective state

supreme courts. Illinois adopted sweeping reforms affecting the benefits for current workers and new hires in the plans

for teachers, state employees, and legislators. The law was challenged as an unconstitutional impairment of vested

contract rights. In Oregon, the law reduced the maximum retiree cost-of-living adjustments (COLAs) and was also

challenged as an unconstitutional impairment of vested contract rights. Likewise, a district court in Montana ruled that

the state's previous reform of annual benefit adjustments for public employee retirement system (PERS) employees

was unconstitutional for similar reasons. These decisions may have an indirect impact on whether other states deem it
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worthwhile to pursue reform to manage their liabilities if their respective state constitutions have similar protections on

employee benefits. However, Standard & Poor's believes states will continue to examine their pension liabilities

despite a recent slowdown in reform efforts. The volatility and potential growth in reported liabilities expected due to

GASB 67 and GASB 68 implementation could also return pension obligations to the forefront and give pension reform

a second wind, at least for states that need it most.

Where states have relied on pension reform to balance budgets, the courts' decisions that some reforms are

unconstitutional have even led to negative credit implications for some states. Standard & Poor's recently placed

Illinois on CreditWatch with negative implications following that state's supreme court ruling that the pension

legislation from 2013 was unconstitutional. This decision, coupled with the implementation risk of the current fiscal

2016 budget proposal and a second round of pension reform introduced by Illinois Gov. Bruce Rauner, underscores the

profound credit challenges the state faces from a budget and liability standpoint.

Oregon's supreme court also ruled that the pension reform passed in 2013 was unconstitutional. In particular, the court

ruled that the state could not reduce COLAs on benefits employees had earned before the reform legislation was

enacted. The legislation was estimated to have reduced PERS total unfunded actuarial accrued liability (UAAL) by as

much as $5 billion systemwide, with much of the reduction a result of the lower COLAs. As a consequence of the

ruling, beneficiaries would see a restoration of 2% annual COLAs. The higher expected COLAs would add back to the

state's UAAL, triggering higher employer contributions to the pension system, including from the state government.

Because contribution rates for the 2015-2017 biennium have already been set, the budgetary effects from increased

contributions won't be felt until the 2017-2019 biennium. But because systemwide the state's pension is highly funded

at 97% (based on 2013 valuations), we don't consider this as necessarily undermining the state's credit quality at this

time; however, the state's funded ratio is likely to come down, which will put corresponding upward pressure on

Oregon's funding contributions.

As well, Montana's 2013 reform efforts, which would have reduced the COLA for retirees, were also found to be

unconstitutional at the district court level for the PERS plan. The state has appealed the decision to its supreme court.

There could be a similar outcome for Montana's teachers' retirement system (TRS) plan, which is currently awaiting

judicial review. Montana's current funding ratio as of 2014 incorporated this assumption and was 70.8%, an increase of

6.4% from 2012, but still 2.5% below 2013 valuations.

More recently, the New Jersey Supreme Court ruled that the state's payments to its pension system under Chapter 78

(2011 pension reform) are not a constitutionally protected contractual right absent voter approval. The outcome of this

ruling for the state will likely provide budget and liquidity relief in the very near term, however, it will most likely

weaken the state's liability profile.

The decision is a double-edged sword. While it averts a potential liquidity crunch, it may do so at the expense of the

state's liability position, which has steadily deteriorated over several years. The decision provides the state with more

time to address its pension liabilities, and potentially some additional leverage in negotiations with labor unions.

However, it could also lead to continued underfunding of pension obligations, which has been a key contributor to the

state's current pension funding situation and deterioration in credit quality.
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Annual Funding Contributions Remain An Important Indicator That A State
Can Meet Its Pension Commitment

Following implementation of GASB statements 67 and 68, states will not be required to calculate or report an ARC,

although those states that fund contributions on an actuarial basis will be required to report a 10-year schedule of the

ADC and actual contributions made. Even though it has been considerably debated whether even the ARC has been

sufficient to meet annual pension costs, Standard & Poor's believes that states that have consistently fully funded their

actuarially required payment have put their systems in a better position than states that did not or that deferred

contributions completely. The Center for Retirement Research attributes the improved funding levels in public pension

systems in the past 20 years to the establishment of the ARC by GASB statements 25 and 27. As well, the National

Association of State Retirement Administrators (NASRA) in its March 2015 report, Spotlight on The Annual Required

Contribution Experience of State Retirement Plans, FY01-FY13, concluded that policies that required payment of the

ARC generally produced better pension funding outcomes than those that did not. NASRA further asserts that many

professional groups agree on the importance of continuing to properly calculate and fund annual pension

contributions. (See chart 1 for ARC funding.)

Chart 1

When states contribute less to their pension systems than their actuaries recommend -- unless a statutory formula

prescribes the contribution -- it is almost always a symptom of underlying fiscal misalignment. When a state skimps on

pension contributions to temporarily dodge the issue and free up revenue, it can claim that "technically" it has a

balanced budget. By contributing less than what is actuarially recommended, a state can more easily finance current

operations, but that adds to its long-term liabilities. In other words, it's a way of funding current operations with

long-term debt.

Regardless of the specific technique employed, the hard choices, such as whether to raise taxes or cut services, are
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usually only deferred. The underlying problem -- a structural imbalance -- generally doesn't resolve itself and

eventually gives rise to the need to make difficult choices. This practice is inconsistent with the characteristics of a

highly rated jurisdiction. States where underfunding has negatively affected ratings or outlooks include Illinois,

Kentucky, and New Jersey.

Pension Status Roundup

After several years of declines, the 50-state average funded ratio -- or actuarial value of assets divided by the actuarial

accrued liabilities – remained essentially unchanged at 71.2% in 2013 compared with 70.9% in 2012. A wide spread

between the highest and lowest funded state plans shows the significance among the funded ratios or state plans.

However, the gap between the median and mean was just 2.77%, down from 4.60% in 2012, indicating to Standard &

Poor's that, although a significant gap still exists between the well-funded systems and those that are not (see chart 2),

it isn't widening at as fast a rate as in the recent past. In 2013, pension-funded ratios improved for 21 of the 50 states,

remained unchanged (0.5% change or less) for five, and decreased for the remaining 24.

The average funded ratio change for the 50 states was stable, but changes to individual plans range from as much as a

9.38% increase to a 6.81% decline (as depicted in table 1), states with the highest pension-funded ratios include

Wisconsin, South Dakota, Oregon, North Carolina, and Tennessee (see table 2). All but Oregon have historically

topped the list due to their continued efforts to maintain funding levels, and each has consistently fully funded its ARC.

Oregon, however, has not fully funded its ARC in more than three years, and with the recent court ruling repealing its

reform efforts, we expect this ratio will be affected negatively in the future. The states with the largest increases in

funding (see table 1) -- South Dakota, Montana, Ohio (based on preliminary, unaudited 2013 valuations for its PERS),

Oregon, and West Virginia -- ranged from a 4.02% to a 9.38% increase over the 2012 funding levels. The increased

funding levels for West Virginia, Wisconsin, Ohio, and South Dakota are in line, and these states have continued to

fully fund their ARCs. The increased funding ratio for Oregon is more likely due to reform efforts the state adopted in

2013, which have since been repealed.
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Chart 2

Conversely, Illinois, Kentucky, and Connecticut continue to post low funded ratios (see table 2). The ratios for each of

these states have in part led to deterioration in each state's credit quality. Kentucky and Connecticut both have

negative outlooks, and Illinois is on CreditWatch negative. Illinois and Kentucky have not fully funded their ARC in the

past three years. The low funded ratios for each state indicate budgetary pressures and an inability to fully manage

long-term liabilities. Despite fully funding their ARCs consistently, New Hampshire and Alaska are also on the bottom

of the funded ratios. According to New Hampshire, the decline in the funded ratio occurred primarily in 2002 from a

combination of market losses, and changes in asset valuation methodology, assumptions, and methods. In 2011,

Alaska revised downward its assumed rate of return. As part of the fiscal 2015 budget, the state deposited $3 billion

into the asset trusts of its TRS and PERS, and expects this will boost its funded ratio to an estimated 65% in its 2014

valuation from a combined 52% as of 2013 valuation.

Massachusetts, North Dakota, Washington, and Wyoming were among the states with the largest declines in funding

levels in 2013 (see table 1). Massachusetts' funding ratio has continued to fall despite fully funding its ARC as it

calculates its ARC under a three-year schedule. As a result, the state can fall below what would be the requirement if

the ARC was adjusted annually. According to the state, the decline is also due to recognition of investment losses the

previous year and certain adjustments to actuarial assumptions including mortality rates and lowering the investment
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return assumption. The latter three states have not fully funded their respective ARC payments in more than three

years.

Although strong investment performance is likely to keep funded ratios for most state pension plans from declining

further and could improve ratios for other state plans, how each government addresses long-term problems, such as

aging populations and longer payouts due to increased life expectancy, will remain a crucial concern. And a handful of

states are likely to continue to struggle with their pension liabilities. One thing is certain: At some point investment

markets are likely to cool down. And when they do, some states will find it difficult to improve their funded ratios.

Table 1

Trending: Five Largest Increases and Decreases In Aggregate Funding Level

Largest increases Change (%)

Montana 9.38

South Dakota 7.38

Ohio* 6.92

Oregon 4.60

West Virginia 4.02

Largest decreases Change (%)

Utah (2.41)

North Dakota (2.44)

Wyoming (3.36)

Massachusetts (4.64)

Washington (6.81)

*Includes preliminary figures.

Table 2

Top And Bottom Five States By Funded Level

Top five states Funded level (%)

Wisconsin 99.94

South Dakota 99.93

Oregon 97.08

North Carolina 95.95

Tennessee 93.64

Bottom fives states Funded level (%)

New Hampshire 56.69

Alaska 52.35

Connecticut* 49.08

Kentucky 47.73

Illinois 39.26

*We estimate Connecticut's 2013 valuation based on 2012 and 2014 valuations as there was no 2013 valuation.
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Methodology

Standard & Poor's has compiled the latest data (see table 3) covering valuation data through 2013 for most

state-sponsored plans as reported in the states' 2014 comprehensive annual financial reports (CAFRs), the latest

year for which CAFRs are available. Five plans perform valuations only every other year, and for them we

estimated the value based on 2012 and 2014 valuations. As well, the valuation for Alaska included an estimate for

its PERS using a growth method based on previous years' funding levels and the valuation for Ohio included

preliminary, unaudited valuations for its PERS. Table 3 includes all state-sponsored plans for each state. Given

the important role the states play in funding and reporting these liabilities and absent of proportional share data,

we have historically allocated the plan's entire liability to the state sponsor. In the future, under GASB 67 and 68

proportional share reporting this is likely to change. As a result, all things being equal, the states' liability will fall

in plans that are mainly funded at the local level. As well, consistent with prior years, Colorado, Minnesota, and

New Jersey include some local plans that are not included in our state reviews of those respective states.

Pension Liabilities And State Debt

Under our U.S. state ratings criteria (see "USPF Criteria: State Ratings Methodology," published Jan. 3, 2011, on

RatingsDirect), a state's debt and liability profile is one of the five major factors that determine a rating. In our annual

survey, we have in recent years reported state debt and unfunded pension liabilities separately and on a combined

basis to give a comparative framework for these liabilities. Pension and debt figures are combined on a per capita basis

and then expressed as a percent of per capita income and per capita gross state product as measures of economic

resources to meet these obligations. Strictly quantitative comparisons are difficult due to the significant variation in

how the liabilities are calculated. Actuarial treatment of investment returns and governments' smoothing methods are

highly variable and can materially affect estimated state pension liabilities. For this reason, when computing debt

ratios, we do not evaluate a state's reported unfunded pension and retiree health benefit liabilities plus existing debt in

the aggregate. Instead, we analyze how the state manages its debt portfolio, pension liabilities, and retiree health

benefits liabilities individually before consolidating our view of the state's debt and liability profile. For pensions

specifically, we measure a state's pension funded ratio and its track record of fully funding its ARC (to be replaced by

the ADC), as well as UAAL per capita and as a percent of personal income.

Highlights of the data include:

• State debt levels were basically static from fiscal years 2012 to 2013, with total state debt at $487.5 billion in fiscal

2013. This compares favorably to $488 million in fiscal 2012, $474 million in 2011, and $466 million in 2010. The

state debt levels increased by 2.9% in fiscal 2012 from fiscal 2011, and 1.7% in fiscal 2011 over fiscal 2010.

• Unfunded pension liabilities totaled $959 billion as of the 2013 valuation and were up from $894 billion, a 7%

increase, compared with unfunded pension liabilities of $833 billion in 2011 and $757 billion in 2010. The rate of

growth to the unfunded pension liability has slowed marginally to 7.0% in 2013, down from 7.3% in 2012 and 10.0%

in 2011.

• Average debt per capita decreased modestly to $1,347 in 2013 from $1,355 in 2012.

• The average UAAL per capita was $3,231 in 2013 compared with $3,155 in 2012, a 2% increase and almost 3x debt

per capita.
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• With the aggregate increase in funded ratios, 40 states are more than 60% funded, of which 24 are more than 70%

funded, and five of these are more than 90% funded.

• Based on the resources available to service these requirements, debt per capita and the per capita unfunded pension

liability relative to per capita gross state product had a 50-state average of 8.78% in 2013, up from 8.6% in 2012.

Standard & Poor's Will Continue To Review Each State's Funding Progress

Public pensions clearly are in a period of transition based on demographic trends, accounting and actuarial changes,

funding commitments, and the recent court decisions that deemed certain states' enacted reform efforts were

unconstitutional. As a result, Standard & Poor's expects pensions to remain a significant public policy and funding

challenge for many state governments, and, due to demographic trends, a continuing source of expanding liabilities for

most. Standard & Poor's will continue to review and analyze each state's funding of its pension liabilities and the

annual costs associated with this. How states manage these liabilities both on an annual basis and in the long term will

remain important credit factors in our review of state governments. (See table 3 for state retirement systems and debt

statistics.)

Table 3

State Retirement Systems And Debt Statistics 2013

State

Funded

ratio (%)

Funded ratio

relative to

previous year

UAAL

(mil.) UAAL PC Debt (mil.) Debt PC

Debt PC +

UAAL

PC/GSP PC

(%) Rating Outlook

Alabama 65.9 Lower 15,197.0 3,144.0 4,078.0 843.7 9.96% AA Stable

Alaska 52.4 Lower 8,947.6 12,171.4 1,114.0 1,515.4 16.95% AAA Stable

Arizona (ICR) 71.7 Same 15,107.5 2,279.8 5,402.0 815.2 7.35% AA Stable

Arkansas 74.5 Higher 6,886.9 2,327.1 1,040.0 351.4 6.38% AA Stable

California 70.5 Lower 112,958.1 2,946.8 89,614.0 2,337.8 9.20% A+ Watch Pos

Colorado* (ICR) 60.3 Lower 25,088.0 4,762.0 2,819.0 535.1 9.48% AA Stable

Connecticut 49.1 Same 25,211.6 7,010.9 18,273.0 5,081.4 17.45% AA Negative

Delaware 88.2 Same 1,090.6 1,178.0 2,218.0 2,395.9 5.28% AAA Stable

Florida 85.4 Lower 22,445.3 1,147.9 22,936.0 1,173.0 5.67% AAA Stable

Georgia 79.4 Lower 18,658.9 1,867.4 9,287.0 929.4 6.15% AAA Stable

Hawaii 60.0 Higher 8,494.9 6,050.3 6,021.0 4,288.3 19.29% AA Stable

Idaho (ICR) 85.3 Higher 2,133.9 1,323.6 362.0 224.5 4.01% AA+ Stable

Illinois 39.3 Lower 100,500.9 7,801.6 34,740.0 2,696.8 18.77% A- Watch Neg

Indiana (ICR) 64.5 Higher 15,038.9 2,288.7 2,064.0 314.1 5.39% AAA Stable

Iowa (ICR) 80.7 Higher 6,017.4 1,947.1 1,041.0 336.8 4.26% AAA Stable

Kansas (ICR) 59.9 Higher 9,766.0 3,374.6 3,324.0 1,148.6 9.09% AA Negative

Kentucky (ICR) 47.7 Lower 28,326.3 6,444.7 8,423.0 1,916.4 20.04% AA- Negative

Louisiana 58.1 Higher 19,024.6 4,113.0 6,713.0 1,451.3 10.15% AA Negative

Maine 79.6 Higher 2,942.3 2,215.1 873.0 657.2 6.97% AA Stable

Maryland 64.6 Higher 19,715.5 3,325.4 10,618.0 1,790.9 8.86% AAA Stable

Massachusetts 60.7 Lower 28,139.1 4,204.4 32,439.0 4,846.8 13.57% AA+ Stable

Michigan 59.9 Lower 32,809.3 3,315.5 9,931.0 1,003.6 9.88% AA- Stable
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Table 3

State Retirement Systems And Debt Statistics 2013 (cont.)

Minnesota* 74.7 Same 16,554.2 3,054.1 7,306.0 1,347.9 7.65% AA+ Stable

Mississippi 57.6 Same 15,415.5 5,153.6 5,120.0 1,711.7 19.53% AA Stable

Missouri 76.6 Lower 13,852.8 2,291.9 4,127.0 682.8 6.51% AAA Stable

Montana 73.3 Higher 3,022.0 2,976.4 187.0 184.2 7.29% AA Stable

Nebraska (ICR) 79.2 Higher 2,477.3 1,325.8 23.0 12.3 2.28% AAA Stable

Nevada 69.3 Lower 12,905.7 4,625.5 1,837.0 658.4 11.17% AA Stable

New Hampshire 56.7 Higher 4,638.1 3,504.5 857.0 647.5 8.10% AA Stable

New Jersey* 63.5 Lower 50,708.8 5,698.0 34,974.0 3,930.0 15.78% A Stable

New Mexico 66.7 Higher 11,221.2 5,381.1 2,042.0 979.2 14.38% AA+ Negative

New York 88.3 Same 31,686.0 1,612.4 51,813.0 2,636.6 6.37% AA+ Stable

North Carolina 96.0 Higher 3,581.8 363.7 7,370.0 748.4 2.32% AAA Stable

North Dakota

(ICR)

61.0 Lower 2,280.6 3,152.7 262.0 362.2 4.51% AAA Stable

Ohio§ 73.3 Higher 56,510.4 4,883.9 10,209.0 882.3 11.80% AA+ Stable

Oklahoma 66.5 Higher 11,383.9 2,956.4 1,985.0 515.5 7.34% AA+ Stable

Oregon 97.1 Higher 487.6 124.1 6,149.0 1,564.6 3.02% AA+ Stable

Pennsylvania 62.3 Lower 50,498.6 3,953.3 17,194.0 1,346.0 10.50% AA- Stable

Rhode Island 59.2 Higher 4,376.7 4,162.3 1,890.0 1,797.4 11.78% AA Stable

South Carolina 63.2 Lower 17,371.0 3,638.0 2,411.0 504.9 10.78% AA+ Stable

South Dakota

(ICR)

99.9 Higher 6.0 7.0 342.0 404.8 0.74% AAA Stable

Tennessee 93.6 Higher 2,664.1 410.1 2,207.0 339.7 1.69% AA+ Stable

Texas (ICR) 80.0 Lower 36,812.8 1,391.9 9,889.0 373.9 3.05% AAA Stable

Utah 77.1 Lower 6,354.3 2,190.5 3,508.0 1,209.3 6.98% AAA Stable

Vermont 67.4 Lower 1,459.0 2,328.4 572.0 912.8 6.88% AA+ Stable

Virginia 65.6 Higher 28,380.0 3,435.7 10,040.0 1,215.4 8.49% AAA Stable

Washington 88.3 Lower 8,703.1 1,248.4 17,283.0 2,479.1 6.37% AA+ Stable

West Virginia 67.2 Higher 5,551.5 2,993.9 1,841.0 992.8 9.99% AA Stable

Wisconsin 99.9 Same 52.6 9.2 12,689.0 2,209.6 4.51% AA Stable

Wyoming (ICR) 79.6 Lower 1,691.2 2,902.6 31.0 53.2 3.79% AAA Stable

Puerto Rico** 7.4 Lower 33,684.0 9,251.3 38,448.0 10,559.7 70.35% CCC+ Watch Neg

Mean 71.2 N/A 18,514.2 3,231.3 9,750.0 1,347.0 8.75% N/A N/A

Median 68.4 N/A 12,144.8 3,024.0 4,103.0 986.0 7.50% N/A N/A

Total N/A N/A 925,147.0 N/A 487,488.0 N/A N/A N/A N/A

*Consistent with prior years, data for Colorado, Minnesota, and New Jersey include some local plans that are not typically included in their

respective state reviews. §Ohio's data are based on preliminary, unaudited numbers from OHPERS. **Puerto Rico is not included in the average

and median. Changes in funded ratio were compared using rounding to nearest whole number. ICR--Issuer credit rating. UAAL--Unfunded

accrued actuarial liabilities. PC--Per capita. GSP--Gross state product. Note: There were five plans (CTJRS, CTSERS, CTTeachers, NVJRS and

TXTERS) that did not provide 2013 valuations as they do a valuation every two years; for the purpose of this report Standard & Poor's took the

average of the 2012 and 2014 funding to estimated 2013 data. Estimates were also used for the AKPORS plans using a growth method based on

prior years' funding levels.
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Related Criteria And Research

Related Criteria

• U.S. State Budgets Face Lean Margins Despite Mature Economic Expansion, April 27, 2015

• Six Years Into The Recovery, Pensions Are A Big Divider Of U.S. State Credit, March 24, 2015

• Proposed GASB Changes To OPEB Reporting Could Enhance Comparability But Reduce Information On Funding

Progress, Nov. 17, 2014

• U.S. State Pension Funding: Strong Investment Returns Could Lift Funded Ratios: But Longer-Term Challenges

Remain, June 24, 2014

• Credit FAQ: Standard & Poor’s Approach To Pension Liabilities In Light Of GASB 67 and 68, July 16, 2013

• USPF Criteria: State Ratings Methodology, Jan. 3, 2011

Under Standard & Poor's policies, only a Rating Committee can determine a Credit Rating Action (including a Credit Rating change,

affirmation or withdrawal, Rating Outlook change, or CreditWatch action). This commentary and its subject matter have not been the subject

of Rating Committee action and should not be interpreted as a change to, or affirmation of, a Credit Rating or Rating Outlook.
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EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
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