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To Members of the Pennsylvama General Assemibly
From  ALEC Action
Re Support Pension Reform in Pennsylvania

As you know Pennsylvama's public pension system needs structural changes n order to honor pronuses (o public
sentor retirees while protecting hardworking taxpayers According te the ALEC report Unaccountable and
Unaffordable 2016, Pennsylvania s pensions ar@ the 10th worst funded » Amernica and the unfunded hiabilites exceed
$16.500 for every man woman and child in the Commonwealth The comprehensive pansion reforms under
consideration begmn to address those daunting challenges and may estabhsh Pennsylvama as one of the brightesl
turnaround stories among the states

i undersland some legisiators want a perfect 5(‘iutzm to the anfunded public pension cusis in Pennsylvania As a
farmer Washington State legislator (1% volam fully aware of how the “perfect solution i1s sometimes not
attamable During my iime in the legislature | was aever able o get a bill switching ali public employees exchusively
to a 401k defined contiibution model — which 1s the best solubon that works so well for many professionals in highet
education around the country But 1 did compronuse and was able to work with legislators on both sides of the aisle 1o
pass legislahon that made significant progress in reducing the unfunded pension prablem in Washington State |
didn t allow my desire tor a perfect bill get 11 the way of passing a good bl

The side by side pension reform being negotiated by House and Senate leaders seeks 10 prowde warkers with
several retirement options including two defined benefit/contribution hybruils and a 401k-style plan This type of
model has been successfully impianted in Rhode Island Tennessee Virginia and Washingten The most beneficial
part of the plan cieates a defined contributior component for every new state and schaol district employee by 2019

Employses especiailly millenmals. beneght fromi the portabuiiy of the 401k component which empowers workars to
make career and geographic decisions based on thenr own aspnations and preferences rather than out of fear of
lesing retitement benefits

in addition 10 amployes retremant secunty ovaiall financial nsk 1o the government s mitgated with reforns - snce
the government must fully fund its share of the defined contnbiution plan each year no long term habilites can acctue
from this component
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The tme foi reform s now In the Commonmweaith Foundation s call ior reform they reparted that from 2009 1o 2013

schoot district revenue siatewide grew by 33 8 billion  yet 47 percent of this increase went to pensian payments

Fadure to address the looming crisis means one or more of the followng highar tax burdens cuts in essential
government SEIVICEs of rengging on promiseés 1o public seclol relirees

oth public emiployses and [axpayers win by preserving retirement security for existing and future employess while
puittyr q n place a more fiscally sustainable benafit for naw warkers  Ifyou have any questm)rs or would like to
discuss the 1ssua in more detail please fael free (o comact ma

Thank you for your dedicated senvice g

Bob Willams
Senior Fellow | Siate Budget Solutions
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State ;3.|(1(jel Soiutans 18 a project of the Ameacan Leqisiative Exchange Council Disinfzution of this letter was pand
for by ALEC Action
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