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Economic Solution — Key Driver

Clayton

Let's Restore Our Economy
*Tﬂf@g@h.ﬁ?_%g by Saving Social Security

Look at Saocial Security and Medicare For every $12

as part of our retirement plan. SOTET=ES il (=
us pay, $11 is

wasted by their

$506.000 business model.

$341 000 the debt and get

the economy
moving again.

Average Our Kids' Taxes Com pou nd If we use the
Lifetime typical model,
Benefit $165,000 Interest we'll have that
. $466,000 $11 to increase
Paid In benefits, pay off

Paid In $60,000

$0

Paid In $40,000

As Congress g Typical Jackson
Runs it Today Retirement Plan Security Plan

Correctly Define the Problem

* An old axiom tells us that 90% of solving a
problem is to correctly define it.

e YOou' ' ve heard Washington
lament that America has a low savings rate.

e But now you see TWEIRE we'’
times what we need to.

e We don’t [Isavings rate, we qust
suffer a hideous embezzlement rate!

» Solution is to stop the embezzlement, right?




Account Balance by Age (assumes two people in each age range)
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Opening Balance Sheet of the Solution ( $ in Trillions )

Assets Liabilities and Net Worth
Federal Debt (less OASDHI)| $ 11.0
Restitution, OASI 42% |[$ 8.1
— T'Eﬁ% i Restitution, OASI 58% |$ 11.1
receipts (OASI) | $ 333 o0 roiture Pool, OASI | $ 4.3
through 2090 ! )
PV, 1.80% FICA $ 73 Restitution, DI § 1.5
receipts (DI) " | Contingency Pool $ 5.7
Restitution, HI $ 71
PV, 1.76% FICA . ’
receipts (HI) $ 8.1| Forfeiture Pool - HI $ 14
PV, transfers (5.9 SUBTOTAL - liabilities § 50.2
T) and premiums | $ 7.5
(1.6 T) APITA RF :

TOTAL §$ 56.2 TOTAL § 56.2
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Baseinge Defick per FY 2010 Bisdged 1a -1,.258 920 EET £12 E3E
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Benafit of “Frozen™ Transfers bo MT ic '] 109 102 146 214
Freed-Up Rescurces. Healhcars 10 110 110 110 ] 10
FragdUp Resources: nirastructure 1& Ba BO BO BO BO
Addibonal Recetpts GOP 11 =41 230 255 455 br]
Sdfjexted Daficit Reamaining w/ Congrass 15 =307 183 B58 B3& a57

JSP Balances the Budget




Intragovernmental Debt Holdings
as of 12/31/2010, in billions

Category of Federal Trust Fund Amount

Social Secunty, Medicare & Disability Trust Funds

{ repayment of this debt is reflected in the Contingency Pool shown $ 2 ' 953
in the J5P balance shest |

Federal Retirement Plans
( Civil Servics, Militry Retirement, DOD Madicare-Eligible Ratise $1.331
Heslth, Postal Service Retires Haalth, and Forsign Service) '

Federal Employee Benefit Plans $ 54
{ Employes Life Insurance, Employes Health Banefits )

Other Federal Trust Funds
{ considersd availsble for infrastructurs projects by JSP: Highway,
Airport, Nuclear Waste, Deposit Insurance, Exchangs Stabilzation, $ 286
Pension Bensfit Guaranty, Unemployment, Cradit Union, stc. §

TOTAL $4624

Infrastructure Projects

+ These Federal TrustFunds collected moneyto
accomplish designated purposes, butare not
using the money forthose purposes because
Congresstook the cash and spentit elsewhere

+ JSP exchanges Social Security Bonds fortheir
non-marketable IOU’s from Congress

+ Theycansellthe bonds and use the cash for
their designated purposes: infrastructure!




What Wa've Been Promeiesd and Have Counted On
in Cwur Planning
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What's Actually Funded in the Future at Today's
Tax Raves and Contribution Lisvel

m 1

T L%

1, 1%
Percent Wage Replacernent

What™s Funded with 159

Pension Surplus

+ $ 4 5trillion in assets in Federal, State & Local
retirementplans

» Promised topay 70% W-R, fundedat 50% W-R
» Annual contributions about $154 billion

*» Reduce the benefitlevelto 30% W-R, use 2/5 of
plan assets to pay for health care fornext 10 yrs

+ Freesup $1.8 trillion, use $180 billion / yr
+ Freesup 2/5 of contributions, use $62 billion/ yr
+ Leaves plansfully fundedatagreed 30% W-R




JSP Reduces List Prices 10%

Today’' s | MdSPaMbdel

MED | other| Total| MED | other| Total
List Price 132132 132| 118 | 118| 118
Medicare Price (83%) | 109| 109| 109 98| 98| 98
Medicare Pays 80% 87| 87| 87| 79| 79| 79
Pt/ Sec Owes 20% 22| 22| 22| 20| 20| 20
Pt Owes Balance Bill ol 13 7 O 12 6
Provider Collection % | 39| 47| .44| .83| 83| .83
Pt/ Sec Pays 8| 16| 13| 16| 26| 21
Provider Collects 96| 104| 100f 95| 105| 100

TX Health Care Expenditures

Payor (% inbilions) Annual Biennium 10% Savings
Medicare I 565 $113.0 113
Medicaid and other Public $ 298 b 596 $ 6.0
Private Pay 5107.0 52140 5214
TOTAL $193.3 $386.6 $ 387

+ TXshare of freed-up healthcare resources is
$ 38.2 for the biennium; with our Medicaid and
Medicare savings, total availableis $ 55.5

+ Afterpaying $ 38.7 to make providers whole,

netsavingsto TX budgetis $ 16.8 forbiennium




Increase in GDP

Source (s in bilions per year) Mational

expenditure TX Share  Biennium
Boost benefits to 100% W-R § 793.0 § 449 § 898
Freed-up health care resources 3 2420 5 181 B 382
Freed-upinfrastructure resources 3 800 P 6.3 5 126
TOTAL expenditures from source $1.115.0 § 70.3 % 140.6

Times 1.93 multiplier for GDP impact  $2,152.0 $135.8 $ 27T1.6

+ Estimate increased state tax receipts as 3.60%
ofincreased TX GDP

+ Bringsin additional $ 9.8 billion for the biennium

=100

Index, 2009

Effect of Economic Growth on FICA Receipts

800
07.0% annual economic growth (add'l increment on top of 4.0%)
[4.0% annual economic growth (add'l increment on top of 1.6%)
01.6% annual economic growth (intermediate case in Trustees Reports)
700
For reference, today's total cost of Social Security and
Medicare is about 50% the size of the total U.S. health care
600 || expenditures. An increment of 50 on this scale means 50%

growth in FICA, which equals 25% of the size of health care.

Thus, after covering the uninsured for ten years with the
pension assets freed up, we might have enough excess FICA
500 H receipts from economic growth to fund 25% of all health care
).

Over the next ten years, that would increase to over 80% of all
health care - which together with our Medicare annuities would
400  take care of the whole need (2).

300

200

( this layer pays dividends on equity piece of RB

( this layer is our base case )

2009 2019 2029 2039




Impact on TX Budget

Source (% in bilions) Biennium
Tax receipts on increased GDP $ 98
Net available from freed-up $ 168
healthcare resources '
Net available from freed-up $ 13
Infrastructure resources (*) '
TOTAL $ 279

(*) if 10% of the infrastructure spending eliminates a
needfaor spending by the state

Impact on TX Budget, 2

There may be similar gains for localjurisdictions
fromtax receipts onincreased GDP, health care
savings and infrastructure needs relieved

These have notbeenincluded inthe TX figures

Note also the long-term impact of preserving our
investmentin education, which many observers
say would be a significantloss if we didn’t
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The Civil Rights Victory

This Social Security, Medicare and Debt
business modelis the instrument by which
minorities (and everyone else)are held back

This is the tool that actually accomplishesthe
destruction of opportunity

Whetherminority oppressionwas done through
malice orignorance, we can end it right now in
eithercase — just take away the tool!

How to Sell It

Have the women ofthe TX Legislative Black
Caucus bring the solution forward

Use positive incentives of economic solution,
plus two powerful negative reinforcements to
overcomeany resistance:

— Are you saying you want to continue
oppressing minorities with this tool?

— Over87,000 localjurisdictions plus the entire
life insurance industry do this safely, but you
don’tthink women can figure it out?
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