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PSERS Pension Reform




The Problem

PENNSYLVANIA’S DEFINED BENEFIT
PENSION PLANS (PSERS AND SERS)
AND MUNICIPAL PENSION PLANS ARE

EXPERIENCING FINANCIAL DIFFICULTIES,

WHICH THREATENS THEIR FUTURE

SUSTAINABILITY.



Pension Plan Structures

U DEFINED BENEFIT

VEmployee contributes fixed amount.
VEmployer contributes variable amount.
VFormula determines final monthly

benefit.

A# of years Xx multiplier x final average
salary.

VPlan bearsinvestment risk.



Pension Plan Structures

U DEFINED CONTRIBUTION
vSimilar to 401(k) plan.
VEmployee contributes.
VEmployer contributes.
VRetiree getsvalue of account upon
retirement.

VEmployee bears investment risk.



Public School Employees’
Retirement System

U SEPTEMBER 30, 2009 SNAPSHOT

VvV 279,000 active employees.

Vv 177,000 annuitants.

V Net Plan Assets - $46 Billion.

VvV High-Water (2007) - $67.5 Billion.
VCurrent funded status i 79%.
VHigh Water (2000) i1 123%.



U BENEFITS INCREASED IN 2001
V Multiplier increased from 2.0% to 2.5%.

V Vesting period reduced from 10to 5
years.

U TWO MAJOR RECESSIONS

VDot Com Bubble
Vv2008-09 returnswere down 26%.



