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The time is now to move forward witl{a-l5roadplaritoactdresstheeurrentpension 
emergency that has severely impacted the Commonwealth with regards to funding'education, 
as well as all other appropriations.' Once we-restructcjrethe system, St:ate~governfnent will find 
itself in abetter·posltion to foridvital progr'ams\vitkotit IOokingto massiVetaxlrich~ases. 
School distrlctsiwill find themselves with morEf moneyfo direct: toward educating students, 
instead of grappling with property tax increases; • '· 

Senate Bill 1 see~ to irnpact futur~ co~s and sustainabil_ity through the fo.llowing: 

• New Member Benefits 
o Defined Contribution for new employees: All new State and public school 

employees will be enrolled in a mandatory Defined Contribution Plan. 
o Employers will be required to confribUte the amount equal to the current DB 

normal Cost of post Act 120 employees. 
o Fbr state Police, the empldyer'ci:mtribution rate is 12.2%. 
o Mandatory Retirement Security Plan: New employees will be required to 

confribute up to 3% of payroll info a cash balance plan. Employees will earn 
interest at the long term treasury rate capped at 4%. 



• Members of the General Assembly, upon election and/or reefection,will be ·enrolled in 
the Defined ContributionPl~n: TheDefi.nedContrlbu~ion ple1n prQViS,ionwm b~ 
consistent with state and publiC school employees. · . · · · · 

• Current Member Benefits. 
o For allfaJ!ure earnings, contributions will be increased by 3%Jor PSEftS and 2.5% 

for SERStC> maintain Act 9·benefit levels. If the employee chooses notto 
incr~ase !heir ~~mtribution t~ this l~v~I, the. ernPl.oyee's prgs~e~iv~ be~efit rolls 
back tb PrE!-A,ct 9 levels (2~0 'multiplier and co~tril>utio~ of 6~2S% for .PS.ERS and 
2.0.mu~iplier and cbntributi6n level of 5.0% for SERS). · •. • .. · 

o Anti-s~iking;Provision: c:o·fil.~ensation for extra d~tyse,ryice .inc:l~9ed in ea~h of 
the three tiignest years·canfiot exceed the avetag~ f~r the la.st five years of 
service. This provision currently applies to all post-Act 120 employees. 

o. Prospective. Reven ue-:neutral Option 4i · provides all .future member 
contributions wiltbe accessible upon retirement at an actuariaHyneutralrate 
beginning January 1; 2016 for.SERS employees and July 1; 201.6 for.PSERS 
employees. 

o Con.t.ribution SavingsJ>rovision: Every three years, the system will calculate the. 
difference between actual and assumed returns. For every percentage that the 
system realized a return in excess of assumed returns during the calculation 
period, an employee's contribution, for those who chose the increased 
contribution option, will be reduced by )S percentage point for the following 
three years. Those employees who did not choose the increased contribution 
level will not be eligible to have their employee contribution rate reduced. 

o Optional Retirement Security Plan: employees will be eligible to contribute up 
to 3% of payroll into an optional cash balance plan. 

• Additional Provisions: 
o Public Pension Management and Asset Investment Review Commission: A 

commission of investment professionals and retirement advisors will be 
established to study, publish findings and make recommendations to the 
General Assembly and the Governor as to: 

11 The performance of current investment strategies and procedures of 
both state retirement systems as to realized rates of return against 
established benchmarks and associated fees paid for active and passive 
management 

11 The costs and benefits of active vs passive investment strategies in 
relation to future investment activities of both state retirement systems. 

11 Alternative future investment strategies of both state retirement 
systems which will maximize future realized net of fees rates of returns 
with available .assets 

11 Extensive, detailed on-line publication of information about assets, 
returns, financial managers, all consultants, RFPs, and investment 
performance measured against benchmarks. 

11 The commission will include 3 members appointed by the Speaker of the 
House, the President Pro Tempore of the Senate and the Governor. 



11 The commission will submit its recommendations to the Governor and 
the General Assembly within 6 months of its first organizational meeting 

o Funding Protection Mandate: Each member of PSERS and SERS, after the current 
employer compensation schedule meets the full actuarial amount, will have a 
contractual right to the annual required contribution made by the employer or 
by any other public entity. 

o Board membership/ qualifications: 
11 Membership: Both PSERS and SERS Board complement will be amended 

to add the Secretary of Banking and Securities. 
11 Training: Each member of the PSERS and SERS Board will be required to 

obtain 8 hours of mandatory training in investment strategies, actuarial 
cost analysis and retirement portfolio management on an annual basis. 

11 Independent Counsel: legal counsel to both PSERS and SERS will serve 
independently from both the Governor's Office of Chief Counsel, the 
General Assembly and the Attorney General. 



Senate Pension Plan Outline 

Senate Bill 1 

Main Components 

• Current Employee Changes (Pre Act 120 - Act 120 employees will have 

minor changes) 

o Multiplier 

111 Member contribution rate WILL INCREASE as of January 1, 

2016 (SERS)/July 1, 2016 (PSERS) from the current 

6.25o/o/7.50% of compensation to 8.75%/10.3% of 

compensation. Their annual benefit accrual rate will remain 

at 2.5% of final average salary for each year of future service 

credit. This is the default. OR 

11 Members will have the opportunity to elect to contribute at 

5%/6.25% of compensation to have an annual benefit 

accrual rate of 2% of final average salary for future years 

(Pre Act 9 accrual rate and contribution). 

• Applies to all employees regardless of their position: 

General Assembly, elected officers, prison guards, 

other public safety officers, rank and file state 

employees and public school employees. However, 

this DOES NOT apply to State Police of the Judiciary, 

as they were not impacted by the Act 9 changes. 

o Actuarially Neutral (tied to the assumed rate of return) lump sum 

Option 4 withdrawal applied to member contribution rates after the 

effective date of the act. Example: 20 year past service employee 

with 15 future years can take the option 4 withdrawal at 4% for past 

20 years and at 7.5% for last 15 years. 

o Risk share 

111 3 year averages to determine an increase or decrease 

employee contribution up to 1 point 



o Optional Cash Balance Contributton: current employees will be 

eligible to contribute up to 3% of payroll into an optional cash 

balance plan. The employer will not match these contributions and 

the contributions will be comingled with the assets of both systems. 

Employees will earn interest credits on their contribution at the long 

term treasury rate capped at 3%. Upon retirement, the employee is 

eligible to receive their contribution and interest credits in a lump 

sum or a life time annuity. (Will also apply to post Act 120 

employees). 

o Anti-spiking provision: Compensation moving forward for extra duty 

service included in each of the three highest years cannot exceed 

the average for the last five years of service. 

• New Define Contribution system for new employees 

o DC for new state employees, public school employees, and 

legislators 

11 Includes the State Police and Corrections 

11 Not the judiciary 

o Tied to normal cost (3 for PSERS/ 5 for SERS) 

o Mndatory Cash Balance Contribution: current employees will be 

eligible to contribute up to 3% of payroll into an optional cash 

balance plan. The employer will not match these contributions and 

the contributions will be comingled with the assets of both systems. 

Employees will earn interest credits on their contribution at the long 

term treasury rate capped at 3%. Upon retirement, the employee is 

eligible to receive their contribution and interest credits in a lump 

sum or a life time annuity. (Will also apply to post Act 120 

employees). 

"' Mandatory Defined Contribution Plan for members of the General 

Assembly: All new members and existing members upon reelection will 

be enrolled in the Defined Contribution Plan consistent with those 

applicable to state and school employees. 



Secondary Components 

• Lump sum withdrawal - designed to reduce liabilities: Retiring employees 

and current annuitants will have the option of receiving a lump sum of the 

present value of their accrued benefit. Both systems will establish process 

and procedures to determine the participant's eligibility to qualify for the 

lump sum. To ensure "adequate" retirement security, process and 

procedures will consider additional cash flow and liquid assets available to 

the applicant (i.e. will not let someone make a terrible decision). 

o This appeals to those looking for anyway to impact the unfunded 

liability. 

• Public pension management and assets investment review commission. A 

commission of investment professionals and retirement advisors will be 

established to study, publish findings and make recommendations to the 

General Assembly and the Governor as to the performance of current 

investment strategies, the cost and benefits of active vs. passive 

investments strategies, et al. the commission will include 9 members (3 

members each) appointed by the Pres. Pro Temp, Speaker and Governor. 

o Designed to target investment argument (Rafferty and Wagner). 

• Salary cost control protection: for school districts fiscal years beginning 

after the effective date of this act, the incremental increase in state 

general fund contribution to the school employee's retirement plan will not 

include increases in covered payroll per member from the prior fiscal year 

ABOVE THE ANNUAL INCREASE IN THE STATEWIDE WEEKLY 

WAGE. 

o Appeals to property tax argument. 

• Funding protection mandate: Each member of the PSERS and SERS, 

AFTER THE CURRENT EMPLOYER COMPENSATION SCHEDULE 

MEETS THE FULL ACTUARIAL AMLOUNT, will have a contractual right 

to annual required contribution made by the employer or by any other 

public entity. The failure of the state or any other public employer to make 



the annually required contribution will be deemed to be an impairment of 

the contractual rights of each employee. 

o Appeals to the underfunding argument. 

• Board changes (who can chair, independent council) 


