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STATE RETIREMENT SYSTEMS
STAFF REPORT ON LEGISLATION AFFECTING
GENERAL ASS EMBLY RETIREMENT SYSTEM

96th General Assemblv

HOUSE BILL 3798, as amended by House Amendment I

Representatives McCarthy - Madigan, et al

PROPOSAL

House Bill 3798, as amended by House Amendment 1, amends the General Assembly
Retirement System (GARS) Article of the Pension Code to require GARS to create a self-
managed program (SMP) of retirement benefits for persons who become members of the
General Assembly on or after the effective date of the SMP, but in no event later than
January I,2010. The bill allows members of the General Assembly on the effective date
of the SMP to elect to terminate participation in the GARS defined benefit program and
begin participation in the SMP.

COMMENT

SMP Creation and Administration
HB 3798, as amended, authorizes GARS to establish and administer an SMp to offer
GARS participants an opportunity to accumulate assets for retirement through a
combination of participant and State contributions that may be invested in various types
of assets. GARS is deemed *Jre plan sponsor and is required to prepare a plan document
and adopt any rules and procedures necessary for the administration of the SMp. The
GARS Board of Trustees may delegate aspects of plan administration to companies
authorized to conduct business in the State of Illinois.

GARS is required to solicit proposals to provide administrative services and funding
vehicles from financial institutions and contract with at least2 but no more than 7
companies authorized to do business in the State. GARS may also offer an investment
fund managed by the Illinois State Board of Investment (ISBI). The bill requires the
System to periodically review each contracted company.

SMP Participation
HB 3798, as amended by House Amendment 1, creates two groups of SMP participants.

Cunently Eli eible Participants
The bill defines this group as participants who are members of GARS on the date GARS
first offers the SMP. Each participant will be given the choice to irrevocably elect in



writing (within 5 years of the effective date of the SMP) to remain in the GARS defined
benefit plan or switch to the SMP. Participants who fail to make an election will
continue to participate in the defined benefit plan. The System is required to provide
written educational information regarding the participant's retire-ent ptog.am choices
and counseling from the GARS prior to making the election.

Currently eligible participants who elect to participate in the SMP will begin participation
the month following the election and participation in the defined benefit plan will end on
that same day. At that time all employee and employer contributions, plus interest would
be transferred from the defined benefit plan to the participant's SMP account. The
interest rate is defined as the actual rate of return the Sysiem has earned during the time
period corresponding to the actual investment of the contributions beine transferred.

Newly Eligible Participant
HB 3798, as amended by House Amendment 1, defines this group as all participants who
become members of the General Assembly on or after the effective date of tn"-Sfrrfp.
These participants will be automatically enrolled in the SMp.

Emplove e and Empl oyer C ontr ibutions
HB 3798, as amended by House Amendment 1, requires employees to contribute ll.5oh
of salary to the SMP accounts and allows GARS toadopt *i.r io allow participants to
make additional contributions to the SMP account. The bill requires the State io
contribute to each SMP account an amount equal to the required employee contribution
rate (1l.5Yo of parficipant's salary).

The bill specifies that an SMP participant becomes vested in the State contributions to the
SMP account after attainment of 5 years of service credit, the death of an active member
with at least 1 Yz yeats of service, or the member's election to retire under the Reciprocal
Act.

SMP Bene_fits

HB 3798, as amended by House Amendment 1, specifies that an SMP participant who is
vested in State contributions is eligible for a benefit based on both.-pioy". and State
contributions and any interest earned thereon upon termination of employment.
Participants who are not vested upon termination of employment wilibe eligible for a
benefit based on employee contributions only, and any investment interest eamed
thereon. The State contribution shall be forfeited by the participant and held in escrow to
reduce future allocations of State contributions to the defined contribution plan.

RECOMMENDATION

It is the recommendation of the staff that the System take no position on House Bill 379g,
as amended by House Arnendment l.
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