Welcome to the SEBAC ARP Grievance (SAG) award informational workshop. Our goal is to
provide you with the same information in this setting that we provided in our group
informational SAG sessions. This workshop incorporates the information from our sessions as
well as additional information and answers to common questions.
This workshop is meant to be helpful and informative; nothing contained in it should be
considered a promise or contract. The applicable arbitrator’s decision, collective bargaining
agreements, retirement statutes, regulations, decided cases and regulatory decisions that
construe them are the governing law. The Retirement Services Division reserves the right to
revise, change or revoke without notice the information, rules and procedure detailed in this
workshop.

The SEBAC ARP GRIEVANCE AWARD (“SAG Award”) stems from a labor dispute
concerning allegations made by higher education system employees participating in the Alternate
Retirement Program (ARP) that the State failed to properly advise them with regard to their
retirement plan choices at the time of their participation election. These allegations culminated
in the filing of grievances by SEBAC on behalf of higher education participants in ARP.
The grievance progressed to arbitration, and on September 22, 2010, the final negotiated
agreement allows for a one-time irrevocable opportunity to transfer from the Alternate
Retirement Program (ARP) to the State Employees Retirement System (SERS) Tier II/Tier IIA
for employees meeting certain eligibility requirements (explained further below) and affording
transferees the opportunity to purchase their past ARP service for retirement credit in SERS at
the full actuarial cost of such service.
This opportunity was to be offered through December 31, 2010 with the new election to be
effective January 1, 2011, but its implementation has been delayed to allow the Retirement
Commission to obtain rulings or a closing agreement from the Internal Revenue Service (IRS) as
to the impact of the implementation of the SAG Award on the tax-qualified status of the affected
plans. In August 2011, the state filed with the IRS a request for a private letter ruling (“PLR”)
regarding the SAG Award.
The PLR request was in a holding pattern at the IRS for a long period of time because of
disagreements within the IRS about how to deal with situations concerning the pre-tax treatment
of employee contributions especially with respect to second elections.
As the IRS is now aware of these particular problems with respect to SERS and the SAG Award,
the IRS has declined to resolve these issues through the PLR request, and, instead, has
determined that the best and only way to provide a ruling on these issues is through the IRS’
Closing Agreement Program (“CAP”). Through the CAP process, the Retirement Commission’s
tax counsel and the IRS have established a framework to permit these transfers consistent with
the original arbitrator’s decision.

!

Members will be provided with a one-time 90-day window to make an irrevocable
decision to either remain in the ARP or transfer to the SERS plan. (This has also been
extended to the Hybrid plan which is explained below);

!

Members electing to transfer to SERS may purchase their past ARP service for
additional credit in the SERS (or Hybrid) plan provided such purchase is cost neutral to
the plan (i.e. members pay the full actuarial cost for the additional credit to the plan); and

!

Members electing to purchase past ARP service must use pre-tax retirement money from
specific sources to pay the full actuarial cost of their past ARP service purchases.

The 2011 SEBAC agreement created a new hybrid retirement plan within SERS (“Hybrid Plan”)
that affords certain ARP members a one-time, irrevocable opportunity to elect to transfer their
membership from the ARP to the new Hybrid Plan. This opportunity was created as an
alternative to and in lieu of participation in the SAG Award.
The window to choose to transfer from the ARP plan into the Hybrid plan will close at the same
time the SAG award transfer window closes.
Members that elect to transfer from ARP to the Hybrid Plan to the Hybrid plan may also
purchase their past ARP service for additional credit provided they pay the full actuarial cost.

Eligibility to transfer from ARP to SERS via the SAG Award is restricted to the following
employees, who satisfy all of the following conditions:
•

Actively employed on 9/22/2010;

•

By a constituent unit of the state system of higher education or the central office staff of
the Department of Higher Education; and

•

Actively participating in the ARP (i.e. paying ARP contributions) on September 10,
2010.

Eligibility to transfer from ARP to the Hybrid Plan is restricted to the following employees, who
satisfy all of the following conditions:
•

Actively employed on a state of Connecticut payroll between 1/1/2009 – 7/1/2012
o Employees hired on or after 7/1/2011, are eligible for a transfer to the Hybrid
Plan, however, Tier III rules will apply for purposes of benefit eligibility and
calculations.

•

Currently employed by a constituent unit of the state system of higher education or the
central office staff of the Department of Higher Education; and

•

Currently actively participating in the ARP (i.e. paying ARP contributions).

The irrevocable transfer opportunity opens from September 14, 2018 to December 14, 2018. All
eligible ARP members are required to make one of the following decisions:
1. Continue being a participant of the ARP plan; or
2. Transfer from ARP into SERS (Tier II,Tier IIA, or Tier III), effective 1/18/2019; or
3. Transfer from ARP into the Hybrid plan, effective 1/18/2019.

ARP members, who elect to transfer from the ARP into the SERS or ARP into the Hybrid plan,
must also decide whether they wish to purchase any of their past ARP service for additional
retirement credit. This will be discussed in greater detail below.

The ARP is a Defined Contribution Plan, which provides a non-guaranteed benefit based solely on the
value of a participant’s individual retirement account, which is funded by a combination of employee and
employer contributions along with the investment earnings and loses attributable to those contributions.

The SERS Options are Defined Benefit Plans, which provide a pre-defined monthly retirement
income for life, with the amount being determined based on a formula which accounts for the
participant’s years of service in the plan, age at retirement, and final average salary.
The Hybrid Option Provides the Attributes of Both a Defined Contribution and a Defined Benefit
Plan. Specifically, the Hybrid Plan allows participants the opportunity to “hedge their bets” plan
by providing the participant, upon separation from state service, a one-time irrevocable decision
to either: (1) elect the same defined benefit as a SERS participant in the equivalent SERS Tier or
(2) take a distribution of the employee contributions paid into the plan, plus a 5% employer
match, plus 4% annual interest, and receive it as a lump sum.

ARP Is a Defined Contribution Plan. The ARP is retirement savings program under which both
the employee and employer contribute a specific percentage of the employee’s compensation
into the participants account during employment. Upon retirement, the participant will have
access to an account balance consisting of the total amount of the employee and employer
contributions along with any investment earnings. The participant bears the investment risk and
manages the ARP account by allocating the account balance among an array of investment
options offered by Prudential, the State’s current Third Party Administrator for the ARP.

ARP Participates Are Immediately Vested. ARP participants earn a future right to the
contributions and investment earnings posted to their ARP account. Participants that have
separated from State service may commence a distribution from their ARP account no earlier
than age 55. Participants, who separate from State service prior to age 55 and have less than five
years, may rollover their ARP funds. Alternatively ARP members who separate State service
prior to age 55 and have five or more years of State service must wait until age 55 to access their
funds.
Eligible for Rollover. Subject to certain conditions, ARP participants that leave state service can
rollover their ARP funds into a new defined contribution plan. Separated ARP participants may
also choose to continue managing their ARP account and not roll over funds into a new account.
Future Benefit. An ARP participant’s future “benefit” will be based on the value of their ARP
account and the method of distribution the participant selects.
Disability Retirement. The ARP plan does not have a disability benefit.

The SERS and Hybrid Plan Options Both Provide Defined Benefit Plans: For participants that
satisfy the age and service credit requirements and elect to collect a lifetime benefit, the amount
of the monthly benefit will be determined based on a formula using member’s final average
earnings, length of service credit accrued in the applicable retirement plan, and age at retirement.
Members make retirement contributions while a member of this plan and the plan is also funded
by the State on an actuarial basis (with no state share individually assigned to a member’s

account). These retirement contributions are managed and invested by the State Treasurer on
behalf of the Retirement Commission.
SERS and Hybrid Participants Must Meet the Minimum Age and Service Requirements in order
to Receive a Benefit: Participants become vested for a future retirement benefit provided they
have accrued a minimum of 5 years of actual service or 10 years of vesting service.
•

For those employees that were hired after 6/30/2011; and therefore, are subject to the Tier
III rules, the minimum service credit required to earn a vested right to a future benefit is
10 years of vesting service.

For those SERS and Hybrid participants that leave state service, the plan benefits are not
portable. Rather, SERS and Hybrid participants can only accrue retirement credit for service
rendered while working in State service and participating in the applicable retirement plan.
SERS and Hybrid participants that have satisfied the minimum service eligibility requirements at
the time of their separation from state service may be entitled to receive a future monthly benefit
as early as the first of the month following the month in which the participant satisfies the
minimum age requirement (vested for future benefits).
Those SERS and Hybrid participants that separate from state service prior to satisfying the
minimum service credit requirements and, therefore, are not vested for future benefits, are
entitled to a refund of the employee contributions and interest credited to this account.

Disability Retirement: A member may become eligible for a disability retirement and receive
benefits prior to meeting their minimum retirement age and possibly years of service. Please
refer to the Summary Plan Description (SPD) for the applicable plan for more information.
• Tier II
• Tier IIA
• Tier III
• Hybrid Plan

Hybrid Cash Out Option: The Hybrid plan has a “cash out” option not available in the SERS
plan. Under the “cash out” option, Hybrid participants may elect a one-time lump sum cash out
lieu of future monthly lifetime benefits. This cash-out option would include:
•

All member contributions (including contributions used for the past ARP service
purchase which will be discussed further below);

•

5% employer match (post 1/18/2019 Hybrid contributions); and

•

4% interest on the total from the first two bullets.

The ARP plan provisions provide that ARP participants who retire or who separate from service
for any reason other than retirement may elect, by written notice to the Plan Administrator, to
commence distribution of his or her account after attaining age 55.

SERS Early Retirement:
•

Age 55 (age 58 if first hired after 6/30/2011) and minimum 10+ of vesting service

•

Permanent Reduction: If you retire early you will have a permanent early retirement
reduction which is currently 6% for every year you retire prior to your normal retirement
age.

Normal Retirement:
•

Age 60 (age 63 if first hired after 6/30/2011) and 25+ service;

•

Age 62 (age 65 if first hired after 6/30/2011) with less than 25 years of service.

For SERS and Hybrid members hired before 7/1/2011, as part of the 2011 SEBAC agreement,
the Normal Retirement age will change on July 1, 2022. This change will affect SERS and
HYBRID members who retire on July 1, 2022 or later and who had not already attained Normal
Retirement age. For employees retiring effective 7/1/2022 or later, the Normal Retirement age
will increase three years.
Retirements Before 7/1/2022

Retirements On Or After 7/1/2022

•

Age 60 with 25 Years of Service

•

Age 63 with 25 Years of Service

•

Age 62 with 10 Years of Service

•

Age 65 with 10 Years of Service

The SEBAC 2011 agreement also included a provision allowing members hired prior to 7/1/11 to
make an irrevocable option to “Grandfather” their Normal Retirement age by paying the full
actuarial cost for this benefit.
•

The Grandfathering opportunity only applies to employees who have not reached Normal
Retirement age by June 30, 2022;

•

Individuals electing to grandfather will owe retirement contributions back to 7/1/2013
and pay an additional retirement contribution on all future earnings;

•

This additional contribution will continue until the earlier of the member retiring or
working to the new retirement age (whichever occurs first); and

•

Members who Grandfather and then work beyond the new Normal Retirement age will
receive a refund of the grandfathering contributions (but not interest).

As you compare the different plan options, please note that the formula used to determine a
member’s benefit is the same for both SERS and Hybrid Plan. Therefore, your future benefit
would be the same if you transferred to SERS or if you transferred to the Hybrid plan.
If you wish to estimate your monthly benefit under the SERS or Hybrid plan, use the Tier II/IIA
estimator: http://www.osc.ct.gov/empret/tier2summ/workshop/disclaimer.htm.
(Note: if you were hired after 6/30/2011 please use the Tier III estimator coming soon).

The formula used to calculate the monetary benefit for Tier II, IIA or Hybrid is the same.
NOTE: For those individuals hired on or after 7/1/2011, Tier III rules apply.

The differences in the plans are:
•

The cost to purchase past ARP service for additional credit;

•

The contributions you would pay as a member of the plan from January 18, 2019 forward
(date your transfer becomes effective); and

•

Whether you have a cash-out option in lieu of future monthly benefits (available to Hybrid
members only).

Under both the SERS and Hybrid plans the retirement benefit is determined using a formula,
which accounts for your age at retirement (early vs normal), average salary, and service credit.
The following formula will determine your normal retirement benefit, prior to any early
retirement reduction (if applicable):
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NORMAL MONTHLY BENEFIT for retirement dates through 6/1/2022
The following formula is used to calculate the early retirement reduction:
NORMAL MONTHLY BENEFIT for retirement dates through 6/1/2022
Minus (-)
.005 X

NUMBER OF MONTHS PRIOR TO NORMAL
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(60 if >25 years; 62 if <25 years)

X

NORMAL MONTHLY
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Equals (=)
MONTHLY TIER II/IIA BENEFIT (AFTER EARLY RETIREMENT REDUCTION)
The following formula is used to calculate the early retirement reduction if a member did not
grandfather their retirement age (members who grandfathered their retirement age may use the
early retirement reduction formula in place prior to 7/1/2022):
NORMAL MONTHLY BENEFIT for retirement dates 7/1/2022 or later
Minus (-)
.005 X

NUMBER OF MONTHS PRIOR TO NORMAL
RETIREMENT AGE
(63 if >25 years; 65 if <25 years)

X

NORMAL MONTHLY
BENEFIT

Equals (=)
MONTHLY TIER II/IIA BENEFIT (AFTER EARLY RETIREMENT REDUCTION)

Average Salary: Your average salary is the average of your 3 highest paid years of service (if
employed after 6/30/2011 we use your 5 highest paid years of service) for which you have
received credit in the applicable plan (SERS or Hybrid). The years can be any period of 12
consecutive months. Thus, when calculating your average salary the three years do not have to
be consecutive years or calendar years.
•

A small percentage of retirees may find themselves subject to the 130% and 150% cap
provisions:
o When calculating your average salary, no one year's earnings can be greater than
130% of the average of the two preceding years (without mandatory overtime).
o Effective 7/1/2014, no one year's earnings can be greater than 150% of the
average of the two preceding years when including mandatory overtime earnings.

•

An even smaller percentage of retirees may find themselves subject to IRS Compensation
limits.

Breakpoint Definition: The “Breakpoint” is a statutory reference point that is used in the SERS
and Hybrid formula. As a provision of the plan, the breakpoint increases 6% a year subject to a
CAP. Specifically, the breakpoint is capped to not exceed the most recent 35 year average of the
social security taxable wage base (basically taking the Social Security taxable wage base for
every each year for the last 35 years and averaging them together).
The first time we saw the breakpoint hit this cap was in 2015. The 2018 breakpoint is capped at
$80,537.00 for members who terminate or retire from state service in 2018. While it is difficult

to project what the future “capped” breakpoints would be until Social Security announces each
year’s maximum social security taxable wage basis, the current “pattern” is to estimate a 3.5%
increase to the breakpoint each year. However, the actual breakpoint used when you retire will
be calculated by the Retirement plan actuaries. The breakpoint will be for the earlier of the year
of your separation from State service or your retirement from State service. To make your
planning as easy as possible, our Tier II/IIA and Tier III estimators will estimate the
breakpoint for a future retirement date. Additionally, if you plan to transfer to the Hybrid
plan, you would still use the Tier II/IIA or Tier III estimator to calculate your monthly benefit
(the monthly retirement benefit for SERS and Hybrid are identical).
Service Credit: If you elect to transfer into the SERS or Hybrid plan, your service credit will
include:
•

Your service from 1/18/2019 forward;

•

Your service will also include any purchased past ARP service;

•

Starting in 2019, SERS and Hybrid members may have additional purchase opportunities
available to them to further increase their service credit provided eligibility requirements
are met:
o Service to another State and were not vested (additional rules apply);
o Service while a member of the CMERS plan and were not vested; and
o Prior Military Service (must apply within one year of 1/18/2019).

If you have part-time service post 1/18/2019 it will be prorated to reflect the portion of the fulltime schedule you worked.
*Please refer to the benefit estimator if you would like to obtain an estimate of your potential
future SERS Tier II/IIA or Hybrid Plan benefit.
http://www.osc.ct.gov/empret/tier2summ/workshop/disclaimer.htm

The following chart highlights the major differences among and between the ARP, SERS and
Hybrid Plans:

Please note that the 2017 SEBAC agreement adjusted retirement contributions for all retirement
plans. Those employees that elect to switch from the ARP to either SERS or the Hybrid will
begin to pay the new contribution rate corresponding with their new retirement plan upon
transfer (1/18/19).
Then, effective July 1, 2019, pursuant to the 2017 SEBAC agreement, the applicable
contribution rates will change as follows:
The applicable rate changes are reflected in the chart above.

For Members Who Retire Prior to July 1, 2022: The SERS and Hybrid plans are subject to an
annual Cost of Living Adjustment (COLA). These raises will be paid each year on either
January 1st or July 1st depending on your retirement date. You must be retired at least 9 full
months in order to qualify for your first increase. Thereafter, your annual COLA will be paid on
the COLA anniversary date. Currently, COLAS for the SERS and Hybrid range from a
minimum of 2% to a max of 7.5%. The formula to calculate the COLA takes into consideration
changes in the Consumer Price Index (CPI) and can be found in each respective retirement plan’s
Summary Plan Description.
For members who retire on or after July 1, 2022: There will no longer be a minimum COLA. In
addition, employees must be retired 30 months to receive a COLA increase. Please refer to the
2017 SEBAC agreement for further details.

•

The pre-retirement death benefit is automatic for SERS and Hybrid Plans members who
meet the following rules:
o Actively employed or on approved leave of absence;

o Eligible for retirement or have 25 years of service (total of service starting on
1/18/2019 forward plus purchased service creditable in SERS or Hybrid); and
o Been married for at least 1 year immediately before your death.
•

There is no equivalent benefit available in the ARP.

•

For those SERS and Hybrid members, who pass away prior to retirement but do not
satisfy the requirements to qualify for a pre-retirement death benefit, a refund of all
contributions and interest (including funds that may have been used for purchase past
ARP service for additional credit in SERS or Hybrid) will be payable to that member’s
named beneficiary(ies).

•

Similarly, for those ARP members, who pass away prior to retirement, a refund of the
member’s ARP account will be payable to that member’s named beneficiary(ies).

SERS and Hybrid members must elect one of four benefit payment “options” upon retirement.
The optional forms of payment available are:
1. Option D - Straight Life Annuity. This option provides you with the highest monthly
benefit for your lifetime. However, all payments stop at your death.

2. Option A - 50% Spouse. This option first provides a reduced monthly benefit to you
for life. Then, 50% of that benefit will continue after your death for the lifetime of
your surviving spouse (contingent annuitant).
3. Option B - 50% or 100% Survivor. This option arranges to continue payments after
your death to the contingent annuitant you choose. This contingent annuitant can be
any person, including your spouse. The option provides a reduced monthly benefit to
you for life. After your death, a percentage of that benefit, either 50% or 100%,
whichever you choose, will continue for the lifetime of your contingent annuitant.
NOTE: If you choose a 100% survivor option for a non-spouse who is
more than 10 years younger than you, IRS provisions may further limit the
monthly amount payable to your named contingent annuitant after your
death. See 26 C.F.R. § 1.401(a)(9)–6.

4. Option C - 10 Year or 20 Year Period Certain. This option provides a reduced
monthly benefit to you for your lifetime with payments guaranteed from your
retirement date for 10 or 20 years (whichever you choose). If you should die within
10 years (120 payments) or 20 years (240 payments) from your date of retirement, the
remaining payments, in accordance with your selection, will be made to your
contingent annuitant(s). This is the only option which allows you to name more than
one contingent annuitant, each of whom would share each remaining monthly
payment equally.
If you elect a benefit option that will continue an income to a surviving contingent
annuitant, the benefit amount you receive will be reduced. The reduction will depend on
your age and, with the exception of Option C, the age of your contingent annuitant. In the
case of Option C, your closest age is the determining factor. The amount is less than you
would receive if benefits were paid to you alone.
Additional information regarding the survivor options may be found in the SERS or
Hybrid Summary Plan Description referenced above or the Tier II/IIA Workshops On the
Web http://www.osc.ct.gov/empret/tier2summ/workshop/index.html.
Lastly, the
applicable online benefit estimators referenced above also provide examples of these
options.
If a SERS or HYBRID member elects a survivor option that continues payments after his or her
death, the designated annuitant will receive any remaining benefits as provided by the survivor
option elected upon retirement.
OR

If a SERS or HYBRID member elects the lifetime only option (Option D - Straight Life Annuity)
and dies after benefits have started, the members named beneficiary will receive the following
contributions and interest (if any remain):
•

SERS (Tier II or IIA)
o All contributions and interest credited from 1/18/2019 forward (if any
remain); and
o Approximately 5/13th of all remaining contributions and interest from the past
ARP service purchase.

•

Hybrid
o All remaining contributions and interest; and
o All remaining contributions and interest from the past ARP service purchase.

For those ARP participants that elect to transfer to either SERS or the Hybrid Plan, it is
important to recognize that these are all separate and distinct retirement plans.
Service in the ARP, in and of itself, will not count toward the calculation of a future SERS or
Hybrid monetary benefit. Therefore, upon transfer, only the time served as a member of the
SERS or Hybrid Plan will be creditable toward the calculation of a future SERS or Hybrid
benefit.
Note: ARP participants that decide to transfer from ARP to SERS or from ARP to
Hybrid, however, will have a one-time irrevocable option to purchase past ARP service
as additional retirement credit in the applicable plan. The purchase of past ARP service
will be discussed in greater detail below.
Commencement of Service in the New Plan: ARP participants that elect to transfer to SERS or
the Hybrid Plan will begin to accrue retirement credit in the applicable plan on January 18, 2019
– the effective date of the transfer. Unless purchased in connection with this transfer, any ARP
service rendered prior to January 18, 2019 will not count since it was earned in the ARP (a
separate and distinct retirement plan from SERS).
For those ARP participants that transfer to SERS or the Hybrid Plan and also complete a
purchase of past ARP service for additional credit, any such purchased prior ARP time will then
be included as service credit for the calculation of a future benefit in the SERS or Hybrid plan.
In the future, when you leave State service, your eligibility for benefits would include:

•

A monthly benefit from the SERS or Hybrid Plan provided you met the minimum service
and age requirements
OR
If you did not meet the minimum age and service requirements you will be entitled to a
refund of all contributions and interest;
AND

•

A separate benefit under the ARP for any remaining funds in your ARP account. This
option is dependent on whether you purchased past ARP service for additional credit and
whether funds were remaining in your ARP account after completing any service
purchase.

If you elect to transfer to SERS or the Hybrid Plan and continue to maintain a balance in your
ARP account, it is important to note:
•
•

•

There will be no future employee or employer bi/weekly contributions to your ARP
account; and
For the funds remaining in your ARP account, while no future employee or employer
contributions will be made to this account, you will maintain all of your investment
options with respect to any remaining ARP funds. Any future benefit from your ARP
account will be dependent on the investment performance of your remaining ARP funds.
Note: While you may no longer make future contributions to your ARP account, you still
have the ability to make optional contributions to 403(b) (if eligible) or 457 plans if you
wish to utilize additional investment opportunities.

As previously mentioned, in order to be “Vested” and qualify for a future benefit from the SERS
or Hybrid plan, a member must have a minimum of 5 years of Actual State Service or 10 years of
Vesting Service (members hired on or after 7/1/2011 must have a minimum of 10 years of
service). If you transfer from ARP to SERS or ARP to Hybrid Plan:
•

Your membership in SERS or Hybrid Plan will begin on 1/18/2019. For retirement
purposes, this would be your first day of employment as a member of this plan. To be
vested for a future benefit, you must work a minimum of 5 years of actual state service
or 10 years of vesting service (if you were hired on or after 7/1/2011 you need 10 years
of service) from 1/18/2019 forward, except that:

•

If you purchase any of your past ARP service, this additional time will be added to your
service credit as a member of SERS or Hybrid Plan. If you purchase 5 years of Actual
State service (or purchase 10 years of Vesting service), you would then have sufficient
service credit to already become vested in the plan for additional credit on 1/18/2019.
Alternatively, if you purchase less than 5 years of Actual or 10 years of Vesting service,
your purchased time would still be added to your service from 1/18/2019 forward and
you would become vested for future benefits once your service from 1/18/2019 forward
PLUS your purchased time equals or exceeds 5 years of Actual State service or 10 years
of Vesting service (if hired 7/1/2011 or later must have 10 years of service).

You are not required to move your money until instructed to do so by the Retirement
Division and/or Prudential. It is important to note that the need to move your money into the
ARP Transition Fund arises ONLY IF you are transferring to the SERS or Hybrid Plan AND
you are electing to purchase past ARP service for additional credit.
Prudential has created an ARP Transition Fund – you will move your money into this fund just
prior to submitting your paperwork to transfer to SERS or Hybrid Plan.

If you elect to purchase past ARP service for additional credit, you will receive an official
invoice from the Retirement Division (prepared by the Retirement plan actuaries) in January
2019.
•

If the final invoice from the plan actuaries is 5% or higher than the initial estimate sent
from the Retirement Division in August/September, you do not have to complete the
service purchase. You may choose to purchase no credit or purchase a different amount
of service based on your available funds.

•

IMPORTANT: Regardless of your decision to purchase past service, however, if you
elect to transfer from the ARP to SERS or ARP to Hybrid, your decision to transfer
cannot be changed. Even if the difference between your initial estimate and the final
invoice generated by the plan actuaries is greater than 5% and you decide not to
complete your service purchase, your decision to transfer plans is irrevocable.

•

In other words, even if there is a difference of greater than 5% between the initial
invoice provided in the August/September time period and the final invoice
provided in January, your decision to transfer from ARP to SERS or the Hybrid
Plan cannot be changed.

ARP participants that elect to transfer from the ARP to SERS or the Hybrid Plan, will receive a
one-time opportunity to purchase past ARP service for additional retirement credit in the SERS
or Hybrid plan at the full actuarial cost. If you elect to purchase your past ARP service, an
official invoice will be calculated by the Retirement plan actuaries. It is anticipated that, for the
majority of transferees, this final invoice will be sent to you between December 2018 and
January 2019.
If you elect to transfer from the ARP to SERS or the Hybrid Plan, you will need to decide
whether you will purchase any of your past ARP service for additional credit. If you elect to
purchase any of your past ARP service, the purchased service would be used to increase
your service credit in the SERS or Hybrid plan. Your choices regarding this purchase are:
•

Purchase NO ARP Past Service;

•

Purchase PARTIAL ARP Past Service; or

•

Purchase ALL ARP Past Service

Participants that elect to purchase past ARP service must pay the full actuarial cost of such
funds.
Your ability to purchase past ARP service may be limited by the amount of your available ARP
funds. You are allowed to use only your ARP funds and your 403(b) and 457 accounts to
purchase past service (you may not use personal funds like from a savings account to purchase
your past service). The following is the order in which you may use your ARP funds:
1. Unencumbered funds with TIAA and Prudential
2. 403(b) and 457 Accounts
3. Encumbered funds at TIAA

To provide you with as much information as possible to make an informed decision:
•

We have developed preliminary estimators to calculate the potential cost to purchase
past service in connection with either a transfer from ARP to SERS or a transfer from
ARP to the Hybrid Plan. The preliminary estimators can be found on the OSC website
at http://www.osc.ct.gov/rbsd/arptransfer/disclaimer.htm

•

In addition, the Retirement Division intends to provide all active ARP members
currently employed at a Higher Education institution and eligible for a transfer to SERS
via the SAG Award with an estimate of the cost to purchase any past ARP service. In
furtherance of this effort, the Retirement Division is partnering with the various Higher
Education institutions to obtain estimates of prior ARP service for the impacted
population.
This estimate will be sent from the Retirement Division between August and September.
(An estimate will also be provided for past members of the ARP who are eligible for the
SAG award and submit a request to the Retirement Division for an official estimate on
or before June 29, 2018).

In some, but not all, circumstances, those ARP participants that elect to transfer into the SERS or
Hybrid plan effective 1/18/2019 but, have previously worked for a State agency and participated
in SERS prior to their ARP membership, may receive retirement credit for their prior SERS time.
Note: If you were previously in SERS and while a SERS member met the Vesting
requirement for a future benefit, please see your Agency and Union right away – certain
additional provisions may apply to your case.

For members who had previous service in SERS and were not vested when they switched to
ARP, your past SERS time will count as additional credit provided there has not been a
permanent break in service.
Any period of employment prior to a permanent break in service is excluded from an employee’s
vesting and credited service
A permanent break occurs when:
•
•

A member is not vested; and
The period of separation equals or exceeds the vesting service prior to the break or five
years whichever is greater.

Here is an example:
John was hired at the Department of Banking as an Accountant and participated in the SERS for
4 years. John was then able to get his dream job and was hired by Capital Community College
as an Accounting Professor. When John began his job at Capital Community College he joined
the ARP and has been participating in the ARP for the last 15 years. Now John is considering
transferring from the ARP to SERS or Hybrid Plan and wants to know if his previous service
will count as additional credit.
For the purposes of the SERS and Hybrid plan, John’s service ended in that plan when he left
SERS and joined the ARP. Since he has not been a member of the SERS for the last 15 years,
and when he left SERS he only had 4 years of service and was not vested, his previous SERS
time will not count as additional credit when he rejoins the SERS or Hybrid plan on 1/18/2019.
However, it is important to note that John has the ability to purchase his past ARP service for
additional retirement credit. If John chooses to purchase his past ARP service, his previous
service at the Dept. of Banking might count as additional credit depending on how much past
service is purchased and the break between employment dates that remains after the purchase. In
other words, if the past purchase backs up to a start date that provides less than a 5 year break,
than the previous time would count since the break in service is less than 5 years. Alternatively,
if the break between the last day of SERS employment (in this example the Dept. of Banking)
and the beginning of the service purchase is 5 or more years, than the permanent break remains
and there is no provision that would allow us to undo a permanent break (and therefore the
previous period of time will not count towards a future benefit from SERS or Hybrid Plan).

If you elect membership in the SERS or Hybrid plans, your membership in that plan will begin
on 1/18/2019. As a member of the SERS or Hybrid plan you will be treated the same as every
other member of that plan: same retirement age, same years of service requirements, and same
retirement contributions going forward. Starting in 2019 you will also have the same purchase
opportunities available to members of these plans. SERS and Hybrid members may purchase
certain types of service for additional retirement credit. Your agency will fill out the appropriate
forms with you and submit the paperwork to the Retirement Services Division for processing.
After submission of your request, you will either be sent an invoice to complete the purchase or a
letter explaining why you do not qualify. Purchase opportunities include:
•

Grandfathering your retirement age: Members not already at Normal Retirement age and
plan to retire after 6/30/2022 will be subject to the increased ages for Normal Retirement
unless they elect to pay an additional retirement contribution going forward to
“grandfather” under current retirement age rules. (Members who elect to transfer to
SERS or Hybrid Plan will be provided more information on this purchase opportunity in
2019).
o Members will have to pay the additional retirement contribution retroactive to July
2013. These retroactive contributions can be paid through payroll deductions or in
a lump sum (including using any remaining ARP funds if any remain).
o Members who continue to work and work beyond the new retirement age (age 63
with 25 years of service or age 65 with less than 25 years of service) would receive
a full refund of the grandfathering contributions (without interest) when they leave
or retire from State service.

•

Prior Service to another State: If you worked previously for another State and
participated in a plan similar to SERS, there may be an opportunity to receive credit for
that service provided that State would have made the same provision for Connecticut
employment and you are not vested for a benefit from that plan.

•

Prior Service in CMERS: If you previously worked for a Connecticut Municipality and
participated in the CMERS plan, you may have an opportunity to purchase this for
additional credit in lieu of receiving a future benefit from the CMERS.

Prior Military: If you were previously in the military and served during wartime or during a
national emergency, you may have an opportunity to purchase this for additional retirement
credit. Some rules apply. You must also apply for this purchase within one year of your
transfer.

Our records reflect a SAG and Hybrid population of over 10,000 members – due to this large
number of eligible members, the Retirement Services Division cannot handle this on our own.
To the extent that these members must make an election during a short 90 day window, we are
partnering with you and your agency (your Human Resources Department) to make this a
success for everyone. Each of us has the following responsibilities:

•

Your Agency (Human Resources): Since your agency has your employment records and
has information we don’t (including the dates of the semesters you have worked), we felt
they are in the best position to calculate your service credit for the Past Service purchase.
Therefore, the agencies will calculate the service credit for active ARP members still
employed at a Higher Education facility.

•

Your agency will also be responsible for answering any questions you may have going
forward.

•

The Retirement Services Division:
o Will be providing the 12 month Highest Earnings used for the past service
purchase;
o Will send an estimate to purchase past ARP service for additional credit to all
active members of the ARP currently employed at a Higher Education Institution;
!

Will contact SAG eligible members who no longer work at a Higher
Education Institution and are actively employed by the State; and

!

Will contact SAG eligible members who have left State service using their
last known address;

o Will provide tools on its website to assist you. This includes the preliminary
estimator to calculate the cost to purchase past ARP service, separate estimators
to help you calculate your future benefit from SERS or Hybrid, Summary Plan
Descriptions for each of the plans (with an update sheet to reflect the latest
SEBAC changes), answers to frequently asked questions (FAQ’s), and other
useful tools and information to assist in making this decision.

•

You will need to make a decision to stay in the ARP or transfer to the SERS or Hybrid
plan and inform your agency of your intent.

•

All transfer eligible ARP participants must make an affirmative decision, even those
electing to remain in ARP

•

If you decide to transfer to the SERS or Hybrid plan, you have to decide if you plan to
purchase past ARP service for additional credit. This includes:
o Using the preliminary estimator prior to receiving an estimate from the
Retirement Services Division to determine the actuarial cost for purchasing your
past service;
o Reviewing the estimated invoice for purchasing all past ARP service that will be
sent by the Retirement Services Division;
!

Note: If you already know you plan to purchase less than your full
past ARP service, let your agency know so that the estimated invoice
from the Retirement Services Division will include this amount
instead. The Retirement Services Division will not send multiple
estimated invoices. (The Retirement Services Division’s default is to
send an estimate for all past ARP service).

o Transferring only the necessary funds to the ARP Transition account at the
appropriate time (Prudential will assist you in effectuating the transfer of funds);
!

Indicating on the official paperwork (between 9/14/18 and 12/14/18) how
much service you plan to purchase and/or how much of your ARP funds
you intend to use for the purchase;

o Using the online tools to estimate your future benefit under SERS or Hybrid Plan.
o Using Prudential’s estimators if you plan to stay in the ARP, and any other
options/tools being provided to assist you in your planning.

