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States and local governments have
needed to provide for their employees’
retirements since 1935, when they were
excluded from social security. In the 1950's,
states could enter info voluntary, revoca-
ble agreements for coverage; however,
these agreements became irrevocable in
1983.

In 1991, social security coverage was man-
dated for all state and local government
employees not covered by a public retire-
ment system. States not covered by social
security include Alaska, California, Colo-
rado, Connecticut, Georgia, lllinois, Louisi-
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ana, Kentucky, Maine, Massachusefts, Mis-
souri, Nevada, Ohio, Rhode Island, and
Texas.

Despite the track record for public pen-
sions — 9.25% per year over the last 25
years, according to the National Insfitute
on Retirement Security — many plans have
sustained severe investment losses during
the recent recession. Many are under-
funded, as shown in the chart below, pre-
pared by the Pew Center on the States.

Additionally, due to ongoing concerns

(continued on page 4)
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Pensions: funding levels
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Only nine states fully paid the annual required contributions for pensions in each of the past five years.



http://www.pewcenteronthestates.org/
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THIS WEEK'S CALENDAR

E.D.T. Amount

Tuesday, October 12

11:00AM 10,777M
11:00AM 7,198M
11:15AM 3,280M
12:15PM 6,240M
1:15PM 2,405M

Ratings Issuer State Structure
NR/A  Marlboro CSD NY 2011-2020 BQ

NR/AAA Pelham UFSD NY  2011-2025 BQ
UR/UR  Oftto-Eldred School District PA  2011-2016 BQ
UR/UR  Shikellamy School District PA 2011-2017 BQ
UR/UR  Millersville Boro PA  2010-2031 BQ

Wednesday, October 13

11:00AM 3,690M  Aa3/NR T/O Haverstraw NY  2011-2020 BQ
11:00AM 16,300M  NR/UR T/O Holliston NY  2012-2022 BQ
11:00AM 3.481M  NR/AA T/O Marshfield GO MA  2011-2020 BQ
11:00AM 15373M  NR/UR C/O Salem MA  2011-2020 BQ
11:00AM  168,410M Aaa/NR S/O Virginia VA 2011-2040
11:15AM 3.525M  UR/UR  Findlay Twp PA  2011-2026 BQ
11:30AM  20,940M AAA/AAA T/O Hingham MA  2011-2021 BQ
11:30AM  169,550M Aaa/AA+ S/O Tennessee ™ 2012-2031
11:45AM 4,075M  UR/UR T/O Newton Series A TAXABLE ~ NJ 2013-2032
12:00PM 1.560M  NR/AA Webster CSD Series A NY  2011-2015 BQ
12:00PM 6,038M  NR/AA Webster CSD Series B NY  2012-2024 BQ
Thursday,October 14
11:00AM 1,540M  NR/A+ T/O Dixfield ME  2011-2028 BQ
11:00AM 3.395M  Aa2/NR T/O Hamburg NY  2011-2017 BQ
11:00AM 15208M  NR/UR T/O Beverly MA  2011-2035 BQ
11:30AM  50,000M AAA/AA+ S/O Vermont VT 2011-2030

Click here for calendar updates.

MARKET UPDATE

In response to industry groups requests
for the Treasury to apply the same issue
-price rules to direct-pay bonds, includ-
ing BABs, as a currently in place for tax-
exempt bonds, the Treasury Depart-
ment responded that it is unlikely, and
indicated that the Treasury is reviewing
if 10% is a substantial amount. Addition-

ally, the Treasury is reviewing inter-
dealer trades “taking place exactly at
the de minimum premium line, leaving
no room for public customers.”

The State of lllinois ended the first quar-
ter of FY 2011 with $5.5 billion in over-

(continued on page 3)
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VISIBLE SUPPLY

30-Day Visible Supply

Negotiated:  $6.914B
Competitive:  $1.697B
Total: $8.611B

Week of Oct 11, 2010

Tax-Exempt: $5.42B
Taxable/BABs:  $2.23B
Total: $7.65B

The 30-day visible supply is cal-
culated by The Bond Buyer and
reflects the total dollar volume
of bonds to be offered at com-
petitive bidding and through
negotiation over the next 30
days.

Source: Thomson Reuters.

ECONOMIC
CALENDAR



http://noir.bloomberg.com/markets/ecalendar/index.html
http://noir.bloomberg.com/markets/ecalendar/index.html
http://noir.bloomberg.com/markets/ecalendar/index.html
http://www.rockfleetfinancial.com/index_files/Calendar.htm
http://www.rockfleetfinancial.com/index_files/Calendar.htm
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MARKET UPDATE (CONT'D)

due bills. It faces a possible struc-
tural deficit of $15 billion in FY 2012.
In Comptroller Daniel Hynes' quar-
terly report, it was disclosed that FY
2011 obligations to date total over
$3.5 billion. FY 2010 bills increased
to $6.4 billion, up $1.7 billion from
the prior report. To eliminate FY
2010 debt by 12/31/10 requires:

+ $1.2 bilion tobacco securitization

Long-Term Mutual Fund Flows

Total estimated inflows to long-term ($Millions)
- 1,600
mutual funds were $3.26 billion for 1 400
the week ended Wednesday, Sep- '
1,200
tember 29, the Investment Com- 1000 -
pany Institute reported. ’800 ]

Municipal bond funds had esti-
mated inflows of $615 million.

Money Market Mutual Fund Assets
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Wednesday, October 6, the Invest-
ment Company Instfitute reported.

Tax-exempt funds increased by

$290 million. Assets of retail tax- 328888 ]
exempt money market funds in- 300:000 |
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Source: Investment Company Institute.

initiative;
¢ $737 million from inter-fund bor-

rowing; and,

¢ Less than $200 milion from tax
amnesty program (see related
article on page 4).

Moody's, Standard & Poor's and
Fitch Ratfings asked a state court

MUTUAL FUNDS AND MONEY MARKETS

judge in San Francisco for a second
fime on October 4th to dismiss the
$1 billion lawsuit by Calpers, argu-
ing that defending themselves
blocks their free-speech rights. In
May, a judge previously refused to
dismiss the case. The hearing is
scheduled for December 10th. &

Long-Term Municipal Bond Mutual Fund Weekly Net New Cash Flows

600 -
400
200 1

Tax-Exempt Money MarketFunds - Total Net Assets ($Millions)



http://www.rockfleetfinancial.com/newsletter/CQ_October_2010.pdf
http://www.rockfleetfinancial.com/newsletter/CQ_October_2010.pdf
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PEW POLL: SPEND LESS, DON'T BORROW

ILLINOIS’

The Pew Center on the States polled
residents of Arizona, California, Florida,
lllinois, and New York — which com-
prise one-third of the U.S. population
and economic output, and 45% of the
states’ projected budget gaps for FY
2011 — and recently released its report,
“"Facing Facts: Public Attitudes and Fis-
cal Redlities in Five Stressed States.” Key
findings include:

¢ Government needs improvement —
elected leaders are wasting taxpay-
ers’ money and could deliver ser-
vices more efficiently;

+ Core functions include K-12 publica-
fion education and health and hu-
man services and need fto be pro-
tected from cutbacks, even if that
means increased taxes, but funding

From October 1 through November 8,
2010, the llinois Department of Reve-
nue (“Department”) will be conducting
a tax amnesty program in which tax-
payers may pay income, municipal,
sales and use taxes, among others, to
the Department without penalty or in-
terest, provided the taxes were owed
tfo or collected by the Department
from July 1, 2002 through June 30, 2009.

for higher education transportation,
prisons, and corrections (see our re-
lated article, “The Cost Burden of
Incarceration”) doesn’t warrant in-
creased taxes and/or borrowing;

+ “Tax the Other Guy” — wealthy, cor-
porations, smokers (see our related
article, "Tobacco Bonds: High Yield,
High Risk”) , drinkers, and gamblers
— and don't raise personal income
tax or sales tax rates;

+ Spend less and/or raise taxes instead
of borrowing, which passes costs
down to future generations; and,

+ Immediate fiscal reform is seen as
necessary—residents are widely dis-
trustful of state government and be-
lieve it can operate more effectively.
%

TAX AMNESTY PROGRAM

Taxpayers with eligible tax obligations
who fail to participate in the program
are subject fo a significant penalty —
an assessment of double penalties and
interest (the 200% sanction).

The Department will run another am-
nesty program for individuals with liabili-
ties under the Use Tax Act from January
1 through October 15, 2011. %

STATE PENSION REFORM (CONT'D)

about the viability of retirement plan
benefits, increased life expectancies,
and deteriorating fiscal conditions,
many states have enacted significant
retrement legislation in 2010 to meet
their obligations.

States have taken many common
steps as wells as a few unique con-
cepts to address their unfunded pen-
sion liabilifies:

¢ Increased employee contributions,

either only future hires, or also active

employees;

Increased employer contributions;

Reduced benefits;

Increased retirement age;

Increased (or decreased

state) vesting periods;

¢ Reduced cost of living adjustments,
either only future hires, or also active

* & o o

in one

(continued on page 5)
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UPCOMING
EVENTS

National Parking Associa-
fion's 59th Annual Con-
vention and Exposition
October 11 - 14,2010
Boston, MA

2010 Urban Land Institute
Fall Meeting and Urban
Land Expo

October 12-15, 2010
Washington, DC

MSRB & SIFMA Muni
Regulation & Compli-
ance Seminar
October 14, 2010
Chicago, IL

National Federation of
Municipal Analysts: Reas-
sessing and Redefining
the Municipal Market
and the Approach to
Municipal analysis
October 14-15, 2010
Chicago, IL

Municipal Advisory Coun-
cil of Texas Annual Con-
ference

October 14-15, 2010
San Antonio, TX

International City/County
Management Associa-
fion's 26th Annual Confer-
ence

October 17 - 20, 2010
San Jose, CA

8th Annual New England
Public Finance Confer-
ence

October 18, 2010
Boston, MA

More events...



http://www.npapark.org/events_convention.php
http://www.npapark.org/events_convention.php
http://www.npapark.org/events_convention.php
http://www.ulifall.org/
http://www.ulifall.org/
http://www.ulifall.org/
http://www.msrb.org/Rules-and-Interpretations/Regulatory-Notices/2010/2010-36.aspx
http://www.msrb.org/Rules-and-Interpretations/Regulatory-Notices/2010/2010-36.aspx
http://www.msrb.org/Rules-and-Interpretations/Regulatory-Notices/2010/2010-36.aspx
http://www.nfma.org/mc/page.do;jsessionid=50E6D10AC767BBF38E0F0866536DCB5B.mc0?sitePageId=91250
http://www.nfma.org/mc/page.do;jsessionid=50E6D10AC767BBF38E0F0866536DCB5B.mc0?sitePageId=91250
http://www.nfma.org/mc/page.do;jsessionid=50E6D10AC767BBF38E0F0866536DCB5B.mc0?sitePageId=91250
http://www.nfma.org/mc/page.do;jsessionid=50E6D10AC767BBF38E0F0866536DCB5B.mc0?sitePageId=91250
http://www.nfma.org/mc/page.do;jsessionid=50E6D10AC767BBF38E0F0866536DCB5B.mc0?sitePageId=91250
http://www.nfma.org/mc/page.do;jsessionid=50E6D10AC767BBF38E0F0866536DCB5B.mc0?sitePageId=91250
http://www.mactexas.com/Open/IndustryEvents.aspx
http://www.mactexas.com/Open/IndustryEvents.aspx
http://www.mactexas.com/Open/IndustryEvents.aspx
http://icma.org/en/university/conference/overview
http://icma.org/en/university/conference/overview
http://icma.org/en/university/conference/overview
http://icma.org/en/university/conference/overview
http://secure.imn.org/~conference/web_confe/index.cfm?sc=20101001_PF_0004&promo=cbp&Ins4=
http://secure.imn.org/~conference/web_confe/index.cfm?sc=20101001_PF_0004&promo=cbp&Ins4=
http://secure.imn.org/~conference/web_confe/index.cfm?sc=20101001_PF_0004&promo=cbp&Ins4=
http://www.rockfleetfinancial.com/newsletter/PCS_PPIC.pdf
http://www.rockfleetfinancial.com/newsletter/PCS_PPIC.pdf
http://www.rockfleetfinancial.com/newsletter/Vol1Issue9.pdf
http://www.rockfleetfinancial.com/newsletter/Vol1Issue9.pdf
http://www.rockfleetfinancial.com/newsletter/Vol1Issue25.pdf
http://www.rockfleetfinancial.com/newsletter/Vol1Issue25.pdf
http://www.rockfleetfinancial.com/index_files/Events.htm
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STATE PENSION REFORM (CONT'D)

employees;

+ Implemented longer period for
calculation of final average
compensation;

¢ Increased restrictions on refurn o
covered service; and,

¢ Reduced benefits for early retire-
ment, either only future hires or
also active employees.

_STATE PENSION PLAN REFORM

Two states — Michigan and Utah —
have made structural changes fo
their refirement plans. Michigan
implemented a hybrid defined
benefit/defined contribution plan
for its school employees retirement
system. Utah also implemented a
hybrid plan, and gave employees
the choice between the new plan
or a defined contribution plan.

Georgia began giving its employ-
ees a choice in 2009.

The chart below shows steps vari-
ous states have taken to address
their unfunded pension liabilities.

(Click on the chart
version.) &

for a larger

Source: National Conference of State Leglslatures



http://www.rockfleetfinancial.com/newsletter/pensions and benefits by state.pdf
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ROCKFLEET ADDS TO INSTITUTIONAL SALES
Kathryn Lester recently joined Rock- municipal frading, lafer joining
fleet in municipal institutional sales, Wheat First Securities on the trading
opening the firm’s Richmond, Vir- desk.
ginia office.
At Davenport & Company, she spe-
Katie has over 23 years of experi- cialized in the underwriting, market-
ence in municipal securities, and ing and management of municipal

joins us from Community Bankers bond inventories. As a senior frader
Securities, where she was Head of at Wachovia Securities, she han-
Fixed Income. Katie began her dled both institutional and retail-
career at Alex Brown & Sons, Inc. in sized orders. &

Neither the information nor any opinion expressed in this report constitutes an offer or an invitation to make an offer, to buy
or sell any securities or other investment. Any price or quantity indications contained herein are not firm bids or offers either
as to price or quantity and are provided solely for your information. This information is not intended as a solicitation or an
offer to buy or sell any securities or related financial instruments. The information contained herein is based on sources be-
lieved to be reliable, but its accuracy is not guaranteed. Rockfleet does not provide fax, legal or accounting advice. In-
come from municipal bonds may be subject to state and local taxes as well as the Alternative Minimum Tax. Call features
may exist that can impact yield. If sold prior to maturity, investments in municipal securities are subject to gains/losses. Rock-
fleet may make a market in these securities or other securities of these issuers and/or may actively trade these securities for
its customers and/or for its own account. Therefore, Rockfleet may have a position in any such securities or related security
at any fime.

© 2010 Rockfleet Financial Services, Inc. All rights reserved. Rockfleet is a service mark of Rockfleet Financial Services, Inc.
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