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Fitch: US Local Government Pension Reform Hits Another
Snag.
Fitch Ratings-New York-05 August 2014: This week’s pension reform ruling in Los Angeles provides
the latest example of the challenges local governments face in effecting pension reform, Fitch
Ratings says. We believe this challenge is unusual as it concerns reform that only applies to new
employees. Los Angeles’ Employee Relations Board ordered the city council to rescind a 2012
pension reform that scaled back pension benefits for new employees of the Coalition of Los Angeles
City Unions.

Legal challenges have been a frequent companion to pension reform efforts for some time and are
unlikely to abate soon. Economic pressures have sensitized the electorate, officials, and employees
to the costs of pension benefits and the potential relief possible with pension reforms. However,
legal constraints and current and future beneficiary resistance favor preservation of current benefit
levels. These issues are being considered by internal review bodies, courts and, at times, voter
initiatives. Recent San Jose and San Diego cases were voter-driven and affected both existing
employees and new employees. Neither case has reached final resolution.

Fitch considers the ability to adjust pension benefits for future employees to be critical to Los
Angeles’ financial flexibility. We believe Los Angeles will eventually be able to implement this
reform, either through a judicial ruling or the meet and confer process. Similar reform has already
been implemented for police, fire, and Department of Water and Power unions. This tentative
decision will likely be finalized by the board next month and we expect the city to appeal the
decision to the state court. Savings from the L.A. pension reform are estimated at approximately
$4.3 billion over 30 years, beginning at close to $4 million in the first two years.

Contact:

Amy Laskey
Managing Director
U.S. Public Finance
+ 1 212 908-0568
33 Whitehall Street
New York, NY

Alan Gibson
Director
U.S. Public Finance
+1 415 732-7577
650 California Street
San Francisco, CA

Rob Rowan
Senior Director

https://bondcasebriefs.com
https://bondcasebriefs.com/2014/08/12/finance-and-accounting/fitch-us-local-government-pension-reform-hits-another-snag/
https://bondcasebriefs.com/2014/08/12/finance-and-accounting/fitch-us-local-government-pension-reform-hits-another-snag/


Fitch Wire
+1 212 908-9159

Media Relations: Elizabeth Fogerty, New York, Tel: +1 (212) 908 0526, Email:
elizabeth.fogerty@fitchratings.com.

Additional information is available on www.fitchratings.com.

The above article originally appeared as a post on the Fitch Wire credit market commentary page.
The original article, which may include hyperlinks to companies and current ratings, can be
accessed at www.fitchratings.com. All opinions expressed are those of Fitch Ratings.
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