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SENATE OF PENNSYLVANIA
BILL SUMMARY

v ^ y Senate Bill 1
Printer's No. 902

Prime Sponsor: Corman
Committee: Appropriations

SYNOPSIS:

Amends Title 24 (Education) relating to the Public School Employees' Retirement Code and Title 71
(State Government) relating to theState Employees' Retirement Code.

SUMMARY:

New Retirement Benefit Plan Options
Provides new members of the State Employees' Retirement System ("SERS") and the Public School
Employees' Retirement System ("PSERS") with theoption toelect one of three retirement benefit
options, either one oftwo side-by-side hybrid defined benefit ("DB")/dehned contribution ("DC")
plans or a stand-alone DC plan.

Allows current SERS and PSERS members, including elected officials, to opt into one of the new plans
within 90 days from effective date of the respective plan. The new retirement plans become effective for
SERS members January 1, 2019, and for PSERS members July 1, 2019. The plans are as follows:

Option 1 - Side-by-Side DB/DC Hybrid (SERS Claw A-5and PSERS Class T-G)
• Ifa member fails to elect one of the three plan options, the member is placed in this plan.
• The DB plan multiplier is 1.25%.
• Employees contribute 8.25% of compensation split between the DB and DC components as

follows:

o SERS employees - 5% DB component and 3.25% DC component.
o PSERS employees - 5.5% DB component and 2.75% DCcomponent.

• Provides for theemployer contribution tobe actuarially determined for theDB component
and 2.25% of compensation for the DCcomponent.

• Provides for "shared-risk" and "shared-gain" provisions tobecalculated everv three (3) years
comparing the actual and assumed rate of return for the past ten (10) years. For every
percentage point in earnings realized in excess of or below the assumed rate of return, the
employee contribution requirement will be increased or reduced by 0.75%, but no more than
3% above or below the initial contribution rate.

• Members will have an individual retirement account for the DC in which employee and
employer contributions accumulate, and investment earnings and feesare credited and
charged.

• The final average salary calculation is based on the five (5) highest years and limitsSERS
voluntary overtime to 10% of base salary.
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