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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE RESOLUTION
No. 280 *%%”

| NTRODUCED BY MOWERY, GERLACH, TOMLI NSON, COSTA, KUKOVI CH,
ROBBI NS, WENGER, M WH TE, ORI E, BOSCOLA, EARLL, ERI CKSON
KI TCHEN, LEMMOND, D. VH TE, CONTI AND SCHWARTZ,
OCTOBER 24, 2002

REFERRED TO FI NANCE, OCTOBER 24, 2002
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A RESOLUTI ON
Directing the Joint State Government Comm ssion to study and
recommend potential changes to the current funding and
benefits structure of the Commonweal th's two mandatory
government al pension plans, including the need, design and
funding of any future cost-of-1living adjustnents.

WHEREAS, The Conmonweal th of Pennsyl vani a mai ntai ns two
governnment al defined benefit Statew de pension plans: the Public
School Enpl oyees' Retirenment System (PSERS) and the State
Enpl oyees' Retirenment System (SERS); and

WHEREAS, Nearly all full-time and part-tinme public school
enpl oyees are required to join PSERS, and nost full-tinme and
part-tinme State enployees are required to join SERS; and

WHEREAS, Both systens are financed through separate enpl oyer
and enpl oyee contributions and i nvestnent earnings, with each
system s enpl oyer contribution rates being variable, based upon
actuarial experience, and the investnent returns of each system

and their respective enpl oyee contribution rates being fixed by

statute; and
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WHEREAS, The enpl oyer contribution rate for PSERS is funded
in part by the taxpayers of this Commonwealth, with the
remai nder being funded by | ocal taxpayers through either
property or earned inconme taxes |evied by school taxing
authorities; and

WHEREAS, The enpl oyer contribution rate for SERS is funded by
t he taxpayers of this Comonweal th; and

WHEREAS, Because of excellent investnment returns prior to
year 2000, the PSERS enpl oyer contribution rate decreased from
20.04% of payroll in fiscal year 1985-1986 to 1.15%in fisca
year 2002-2003, and the SERS enpl oyer contribution rate
decreased from 18. 09% of payroll in fiscal year 1983-1984 to
0.00%in fiscal year 2002-2003; and

WHEREAS, These substantial decreases in the respective
enpl oyer contribution rates for both systens have resulted in
hundreds of mllions of dollars in savings to both State and
| ocal taxpayers; and

WHEREAS, Both systens' enployer contribution rates are well
bel ow their current actuarial valuations enployer nornmal costs
of 7.20% of payroll for PSERS and 8.64% of payroll for SERS; and

VHEREAS, Bot h PSERS and SERS, as of their |ast actuari al
val uation dates, have assets in excess of their actuarial
accrued liabilities in the anount of 114.4% and 116. 3%
respectively and thus both systens are financially sound and
have secured the pension benefits payable to their nenbers; and

WHEREAS, In addition to the current financial strength of the
systens, the pension benefits payable to the nenbers of both
systens are fully guaranteed by the Commonweal t h of
Pennsyl vani a; and

VWHEREAS, Because of the current downturn in the financial
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mar kets, both systens have recently experienced investnent
returns less than their current actuarial investnent earnings
assunption of 8.5% and

WHEREAS, Consistent with the design of a defined benefit
plan, the risk of this investnent underperformance i s borne by
t he enpl oyers of both systens and ultimately the State and | ocal
t axpayers who fund them and

WHEREAS, The recent investnent underperformance incurred by
both systenms will result in increases to the respective enpl oyer
contribution rates of each systemfromtheir current record
| ows; and

WHEREAS, Concerns have been expressed about the inpact these
pendi ng enpl oyer contribution rate increases will have on the
enpl oyers of each systemand ultimately the State and | ocal
t axpayers who fund them and

WHEREAS, Concerns have al so been expressed about the inpact
t hese pendi ng enpl oyer contribution rate increases will have on
the ability of the General Assenbly to either enhance the
exi sting benefits of the nenbers of both systens or grant new
benefits, including the need, design and funding of any future
cost-of-living adjustnents; therefore be it

RESCLVED, That, due to the inportance and conplexity of the
i ssues surroundi ng the pension benefits for State and public
school enployees and to maintain the current financial strength
of both the Public School Enployees' Retirenent System and the
State Enpl oyees' Retirenent System the Senate direct the Joint
St ate Governnent Commi ssion to study and nake any
recommendat i ons concerning the current funding and benefits
structure of the Public School Enployees' Retirenent System and

the State Enpl oyees' Retirement System i ncluding the need,
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1 design and funding of any future cost-of-1living adjustnents; and
2 be it further

3 RESCLVED, That upon the Joint State Governnent Commr ssion's
4 request, the Public School Enployees' Retirenent System the

5 State Enpl oyees' Retirenment System and the Public Enpl oyee

6 Retirement Conmi ssion are directed to provide all relevant

7 information and staff assistance to the Joint State Covernnent
8 Conmission in response to the issues studied under this

9 resolution; and be it further

10 RESCLVED, That the Joint State Governnent Conmm ssion report
11 its findings and any recomrendati ons concerning the funding and
12 benefits structure of the Public School Enployees' Retirenent
13 System and the State Enpl oyees' Retirenment Systemto the

14 General Assenbly by Decenber 31, 2003.

J7L82DMS/ 20020S0286R2338 - 4 -



