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SCPP Study:  School Employee ERFs  

Issue 
Recent legislation (Chapter 7, Laws of 2012, First Special Session) modified Early 
Retirement Factors (ERFs) for newly hired employees in the Public Employees’ 
Retirement System (PERS), the Teachers’ Retirement System (TRS), and the School 
Employees’ Retirement System (SERS).  It also required the Select Committee on 
Pension Policy (SCPP) to study two things. 

 High-risk job classifications. 

 Classroom Employee ERFs. 

This report responds to the mandate to "study existing ERFs and job requirements that 
may limit the effectiveness of the older classroom employee."   

Background 
The normal retirement age for teachers in TRS Plans 2/3 is age 65.  Early retirement 
is available to members who have attained age 55 and meet the minimum service 
requirements of twenty years in Plan 2 or ten years in Plan 3.   

Early retirement provides members the option to start receiving benefits at earlier 
ages in exchange for a reduction in initial benefits.  The default reduction for early 
retirement is a full actuarial reduction.  However, retirees meeting certain criteria 
can qualify for one of several smaller reductions (i.e. higher take-home benefits) 
known as ERFs.   

In addition to creating the study mandate, the recent legislation decreased early 
retirement factors (i.e. lower take-home benefits) for employees hired on or after 
May 1, 2013, in most state pension systems. 

Policy Questions 
This issue raises the following questions. 

 Should ERFs for classroom employees be adjusted to facilitate the 
retirement of classroom employees whose effectiveness is diminished? 

 If so, how should they be adjusted, and for which employees? 
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Findings 
Classroom effectiveness is subjective and difficult to define, and committee staff are 
not experts in education policy.  Staff reviewed existing studies of teacher retirement 
and classroom effectiveness to identify factors that may impact classroom 
effectiveness.  The factors identified by those sources can be grouped in two 
categories: work conditions and personal factors.   

 Work Conditions. 

 Physical Aspects. 

 Class size too large/excessive workload. 

 Lack of security or potential for violence. 

 Poor or deteriorating facilities. 

 Policy/Human Resources. 

 Ineffective leadership. 

 Lack of effective colleagues/mentoring/networking. 

 Overly prescriptive policies/lack of control. 

 Personal Factors. 

 Career stage. 

 A teacher's effectiveness may be different in the fifth 
year of teaching than in the twenty-fifth. 

 Health and health care. 

 People age differently, may experience different 
health problems, and experience different injuries.   

 Work not challenging enough. 

 If the work is not challenging enough, it can lead to a 
loss of engagement in the classroom environment.  

 Sense of efficacy. 

 If a teacher does not feel effective, he or she is not 
likely to be as effective. 

 Qualifications and training. 

 Advanced degrees and certification may or may not 
impact effectiveness. 

Staff also reviewed available data regarding teacher retirement plans in other states 
and found that almost all teacher retirement plans have more than one option for 
unreduced retirement eligibility.   



Select Committee on Pension Policy 2012 Interim Final Status 
E x e c u t i v e  S u m m a r y  December 24, 2012  

December 24, 2012 SCPP Study:  School Employee ERFs Page 3 of 4 

 Most teacher plans (including Washington's TRS plans) have at least 
one option based on a combination of age and service.   

 This includes about one-fifth of teacher plans that have a 
“Rule of __” option, where the member qualifies for normal 
retirement when the member's age and service combine to 
equal a number.  Common numbers are 80, 85, and 90. 

 About half the teacher plans in other states have a service-only 
option. 

Policy Highlights 
 The findings did not identify pension provisions as factors impacting 

classroom effectiveness.  Instead, pension provisions were raised as 
ways to manage the impacts of the identified factors.   

 Pension policy may be better suited to address factors related to age 
and service, because it can influence the decision to retire.  Other 
policies (such as human resources policy) may be better suited to 
address other factors, and current policies may already be addressing 
these factors to some extent. 

 The new ERFs reduce the early retirement benefits available for new 
hires.  This likely reduces the incentive for classroom employees to 
retire earlier, and may result in members working longer. 

 Experience data will not be available until new teachers 
hired on or after May 1, 2013, have worked 30 years. 

 Washington State has a new teacher and principal evaluation system.  
Once fully implemented, the new system may inform decision-making 
in this area. 

 There may be many options for addressing the identified factors, both 
in and outside the pension system.  Policy makers may disagree on 
whether pension provisions should be changed.  Two examples:   

 Pension policy could be used to retain experienced workers, 
or encourage retirement and replacement with younger 
workers.    

 A factor like class size may be better addressed by hiring 
more teachers or building more classrooms, rather than by 
changing pension policy. 

 If policy makers choose to modify pension provisions, they may wish to 
consider the following: 

 State policy is to provide consistent benefits, unless unique 
job requirements warrant different benefits. 
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 Pension changes are long term and may create contractual 
rights. 

 Benefit improvements can impact long-term plan 
affordability. 

Options For Further Study 
Continued study of classroom effectiveness by SCPP staff may not materially change 
the findings of this study.  However, the SCPP and other policy makers may wish to 
consider other study of ERFs in the future.   

Committee Activity 
The SCPP studied this issue at the May, June, July, September, October, and 
November meetings.  At the November meeting, the Full Committee adopted the 
study with an additional finding about retirement eligibility in other states.   

Staff Contact 
Aaron Gutierrez 
Policy Analyst 
360.786.6152 
aaron.gutierrez@leg.wa.gov  
 
O:\Reports\2012 Study of High-Risk Jobs and Early Retirement Factors\School_Employee_ERFs_Executive_Summary.docx 
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Aaron Gutierrez 
Policy Analyst 
360.786.6152 
aaron.gutierrez@leg.wa.gov 

SCPP Study:  School 
Employee ERFs 
In 2012 the Legislature passed 2ESB 6378 (Chapter 7, Laws of 2012, First 
Special Session).  Among other provisions, this bill modified Early 
Retirement Factors (ERFs) for newly hired employees in the Public 
Employees’ Retirement System (PERS), the Teachers’ Retirement System 
(TRS), and the School Employees’ Retirement System (SERS).  It also 
required the Select Committee on Pension Policy (SCPP) to study two 
things.1  

 High-risk job classifications. 
 Classroom Employee ERFs.  

This report addresses classroom employee ERFs.  The study of high-risk 
job classifications is contained in a separate report. 

Specifically, this report responds to the mandate to "study existing ERFs 
and job requirements that may limit the effectiveness of the older 
classroom employee."   

Issues 
For the purpose of this study, the issues have been defined as follows.  

 Should ERFs for classroom employees be adjusted to 
facilitate the retirement of classroom employees whose 
effectiveness is diminished? 

 If so, how should they be adjusted, and for which employees? 
For the purpose of this study, we have assumed that "classroom 
employee" means "classroom teacher," as defined in RCW 
28A.150.203(7).  Specifically, this includes certificated professionals 
working in a position that requires the certification and whose primary 
duty is daily educational instruction of students. 

Thus, the study will be largely geared toward members of TRS Plans 2/3, 
but with some discussion of members of SERS Plans 2/3.2   

  

                                      
1 Please see Attachment A for a copy of the study language. 
2 TRS Plan 1 and PERS Plans 1/2/3 are excluded for two reasons:  First, PERS 1 and 

TRS 1 do not have ERFs, and are closed to new members.  Second, while there are 
some PERS 1 members who began working in schools before the creation of SERS, 
the proportion is small and shrinking.    

In Brief 
Issue 
Should ERFs for classroom 
employees be adjusted to 
facilitate the retirement of 
classroom employees whose 
effectiveness is diminished?  If 
so, how, and for who? 
 
Member Impact 
The study mandate is geared 
toward members of TRS 
Plans 2/3.  However, it may 
also impact members of SERS 
Plans 2/3.    

As of the 2011 valuation, 
there are 62,463 active 
members of TRS Plans 2/3, 
and 52,332 active members in 
SERS Plans 2/3. 

http://apps.leg.wa.gov/rcw/default.aspx?cite=28A.150.203
http://apps.leg.wa.gov/rcw/default.aspx?cite=28A.150.203
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Background 

Plan Membership 
The following information provides a very high level description of TRS 
and SERS plan membership to help frame the study.  For complete details 
on plan membership and other provisions, please see the DRS Handbooks 
or the relevant statutes, RCW 41.32 and RCW 41.35. 

TRS membership is limited to employees who provide classroom 
instruction at a school or Educational Service District (ESD).  While 
teachers are the most obvious members, TRS membership also includes 
others who are serving, or have served, in an instructional capacity.  This 
includes, for example, school principals, some administrators, 
educational staff associates (ESAs), and doctors hired to provide 
classroom instruction. 

SERS membership covers classified employees in schools and ESDs.  This 
generally includes positions such as administrative staff, custodial staff, 
and bus drivers. 

Early Retirement Generally 
At the highest level, employees can leave employment at any time, and 
may do so for a variety of reasons ranging from retirement to pursuit of a 
new career.  If vested, those employees are eligible to receive benefits 
upon retirement.  However, a vested employee who leaves earlier than 
the minimum retirement age for their retirement plan may not file for 
retirement (and start receiving benefits) until they reach that minimum 
age.   

Early retirement provides members the option to start receiving benefits 
at earlier ages in exchange for a reduction in benefits.   

The normal retirement age for Plans 2/3 members is age 65.  Early 
retirement benefits are available to members who have attained age 55 
and meet the minimum service requirements of twenty years in Plan 2 or 
ten years in Plan 3.  Under early retirement, pensions are actuarially 
reduced for each year the member retires prior to reaching age 65.  

This reduction to a member's initial retirement benefits is intended to 
compensate for the increased cost to the retirement system. This cost 
arises for two reasons:  First, because a person retiring early will be 
receiving benefits for a longer time.  Second, because the member is 
paying fewer contributions (along with the state/employer portions) than 
were expected based on the normal retirement age.  

  

Early retirement benefits 
provide members the option 
to receive benefits at earlier 
ages in exchange for a 
reduction in benefits. 

http://www.drs.wa.gov/publications/member/pubsubjlist.htm#MemberHandbooks
http://apps.leg.wa.gov/rcw/default.aspx?cite=41.32
http://apps.leg.wa.gov/rcw/default.aspx?cite=41.35
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Early Retirement Factors 
Alternate early retirement benefits are available to Plans 2/3 members 
who have reached age 55 and have at least 30 years of service credit.   

Alternate early retirement is considered a subsidized form of early 
retirement because benefits are not actuarially reduced.  Members who 
retire early under these alternate early retirement provisions still have 
their benefits reduced, but not as much as if they'd retired with a full 
actuarial reduction.   

There are three sets of ERFs:  2013 ERFs, the 2008 ERFs, and the 
2000 ERFs.   

 2013 ERFs – The 2013 ERFs were established in 2ESB 6378, 
and only apply to new PERS Plans 2/3, TRS Plans 2/3, and 
SERS Plans 2/3 members hired on or after May 1, 2013.  The 
reduction is 5 percent for each year the member retires prior 
to reaching normal retirement (age 65).   

Employees hired before May 1, 2013, may choose to retire under either 
the 2000 ERFs, or 2008 ERFs, as follows.   

 2000 ERFs – Eligible members may retire and receive a 
pension reduced by 3 percent for each year the member 
retires prior to attaining age 65.  Members retiring under this 
provision may return to work in an eligible position for a 
covered public employer prior to age 65 and, subject to 
certain restrictions, still receive their full pension.  

 2008 ERFs – Eligible members may retire with unreduced 
pensions beginning at age 62.  Members retiring between 
ages 55 and 62 have their pension reduced by a specified 
percentage that is less than the reduction provided under the 
2000 ERFs.  Members retiring under this provision are 
generally prohibited from receiving their full pension if they 
return to work in any capacity for a covered public employer 
before they reach age 65.  

  

Employees hired on or after 
May 1, 2013, will be eligible 
for ERFs of 5 percent for each 
year prior to age 65. 

Early retirement benefits are 
reduced more under the 2013 
ERFs than under prior ERFs, 
but less than a full actuarial 
reduction. 
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Early Retirement Reduction Factors 

Age 
Full Actuarial 

Reduction 
2000 
ERFs 

2008 
ERFs 

2013 
ERFs* 

55 0.358 0.70 0.80 0.50 
56 0.395 0.73 0.83 0.55 
57 0.435 0.76 0.86 0.60 
58 0.481 0.79 0.89 0.65 
59 0.531 0.82 0.92 0.70 
60 0.588 0.85 0.95 0.75 
61 0.652 0.88 0.98 0.80 
62 0.724 0.91 1.00 0.85 
63 0.805 0.94 1.00 0.90 
64 0.896 0.97 1.00 0.95 
65 1.00 1.00 1.00 1.00 

*Applied for members hired on or after May 1, 2013, with at least 30 years of 
service. 

Hypothetical Examples 
Retirement system members who retire early under the 2013 ERFs will 
receive lower benefits than they would have under the 2000 or 
2008 ERFs.  However, these members will still receive better benefits 
than they would under a full actuarial reduction (with no ERF applied).   

To illustrate, a hypothetical Plan 2 member who retires with 30 years of 
service and an Average Final Compensation (AFC) of $50,000 would 
receive the following. 
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Full Actuarial 
Reduction* 

2000 
ERFs 

2008 
ERFs 

2013 ERFs 
(New Hires) 

Age 55 
 ERF 0.358 0.70 0.80 0.50 
 Reduction 64.2% 30% 20% 50% 
 Initial Annual Benefit $10,740 $21,000 $24,000 $15,000 
Age 60 
 ERF 0.588 0.85 0.95 0.75 
 Reduction 41.2% 15% 5% 25% 
 Initial Annual Benefit $17,640 $25,500 $28,500 $22,500 
Age 62 
 ERF 0.724 0.91 1.00 0.85 
 Reduction 27.6% 9% 0% 15% 

 Initial Annual Benefit $21,720 $27,300 $30,000 $25,500 

*The full actuarial reduction shown here is hypothetical, and provided for illustration and comparison only.  A 

Plans 2/3 member with 30 years of service would qualify for one or more of the ERFs.   

Under the same circumstances, a hypothetical Plan 3 member would 
receive the following.  Please note, however, that a Plan 3 member will 
receive the following amounts in addition to the member's defined 
contribution account. 

 
 

Full Actuarial 
Reduction* 

2000 
ERFs 

2008 
ERFs 

2013 ERFs 
(New Hires) 

Age 55 
 ERF 0.358 0.70 0.80 0.50 
 Reduction 64.2% 30% 20% 50% 
 Initial Annual Benefit $5,370 $10,500 $12,000 $7,500 
Age 60 
 ERF 0.588 0.85 0.95 0.75 
 Reduction 41.2% 15% 5% 25% 
 Initial Annual Benefit $8,820 $12,750 $14,250 $11,250 
Age 62 
 ERF 0.724 0.91 1.00 0.85 
 Reduction 27.6% 9% 0% 15% 

 Initial Annual Benefit $10,860 $13,650 $15,000 $12,750 

*The full actuarial reduction shown here is hypothetical, and provided for illustration and comparison only.  A  

Plans 2/3 member with 30 years of service would qualify for one or more of the ERFs.  
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Classroom Effectiveness 
The study mandate requires a look at ERFs and other job requirements 
that may limit the effectiveness of the older classroom employee.   

Classroom effectiveness is a subjective term and difficult to define.  
Further, defining this term is not necessary to fulfill the study mandate, 
and is outside of pension policy and the expertise of staff.  Thus, staff has 
relied on existing studies of teacher retirement and classroom 
effectiveness to identify factors that can impact classroom effectiveness.   

It should be noted that this was not an exhaustive review of studies of 
this subject.  Due to the time constraints, staff largely focused on studies 
previously identified by the Washington State Institute for Public Policy as 
either directly or partly addressing teacher retirement and classroom 
effectiveness.  This list was supplemented by sources provided by the 
Office of the Superintendent of Public Instruction (OSPI), as well as 
LexisNexis and Google searches. 

A list of the reviewed sources is provided in Appendix B. 

Sources Did Not Define Classroom 
Effectiveness 
The primary purpose for reviewing the sources was to identify factors 
that may impact classroom effectiveness, rather than to define 
effectiveness itself.  That said, a definition of classroom effectiveness 
would further inform this study, so staff kept an eye open for such 
definitions. 

In brief, the reviewed sources either did not define classroom 
effectiveness, or did so in a manner that was not useful to the study.  For 
example, more than one source identified the general qualities that an 
effective teacher should have, such as the ability to create a good lesson 
plan, or have good interaction with the students.   

The following two excerpts illustrate how some of the sources 
approached classroom effectiveness. 

 "There is no consensus measure for teacher effectiveness.  
The simulations [in the report] thus make a simplifying 
assumption that the design of retirement benefits may affect 
teacher effectiveness, regardless of how effectiveness is 
calculated.  This means that the simulations do not have to 
specify the exact measure of teacher effectiveness but rather 
design a way of capturing changes in teacher effectiveness 
under different retirement methods."  Weller, Pg. 13. 

 "[T]eacher quality is a function of underlying ability, X, where 
X is drawn from some distribution with finite variance and is 
valued by the larger labor market."  Koedel, page 20. 

Staff relied on existing 
studies and other resources 
to identify factors that may 
impact classroom 
effectiveness. 
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Findings:  Factors That Can Impact Classroom 
Effectiveness 
The review of existing studies and other sources identified 11 factors that 
can impact classroom effectiveness.  These factors can be grouped in two 
categories: work conditions and personal factors.   

Work Conditions 
The impact of work conditions on classroom effectiveness is largely self-
explanatory, and can be further divided into the physical aspects, and 
policy/human resource aspects. 

 Physical Aspects. 
 Class size too large/excessive workload. 
 Lack of security or potential for violence. 
 Poor or deteriorating facilities. 

 Policy/Human Resources. 
 Ineffective leadership. 
 Lack of effective colleagues/mentoring/networking. 
 Overly prescriptive policies/lack of control. 

Personal Factors 
 Career stage. 

 A teacher's effectiveness may be different in the fifth 
year of teaching than in the twenty-fifth. 

 Health and health care. 
 People age differently, and may experience different 

health problems, and experience different injuries.   
 Work not challenging enough. 

 If the work is not challenging enough, it can lead to a 
loss of engagement in the classroom environment.  

 Sense of efficacy. 
 If a teacher does not feel effective, he or she is not 

likely to be as effective. 
 Qualifications and training. 

 Advanced degrees and certification may or may not 
impact effectiveness. 

  

The factors that can impact 
effectiveness can generally be 
grouped into two categories: 
Work conditions and personal 
factors. 
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Policy Analysis 
As noted above, the study mandate requires the SCPP to study ERFs in 
the context of the effectiveness of older classroom employees.  To 
determine if ERFs should be adjusted to facilitate the retirement of 
classroom employees with diminished effectiveness, policy makers may 
wish to consider the following.   

First, should the factors identified above be addressed by pension policy?   

Second, if policy makers conclude that pension policy should be changed, 
there may be multiple options for addressing these factors that are 
available for consideration.   

Should The Identified Factors Be Addressed 
Through Pension Policy? 
To determine this, policy makers may wish to consider: 

 The findings did not identify pension provisions as factors 
impacting classroom effectiveness. 

 Pension policy is likely better suited to addressing some 
factors more than others. 
 Current non-pension policies may also be addressing 

these factors. 
 Some factors may be better addressed outside the 

pension system.  
 The new ERFs likely reduce the incentive for new teachers to 

retire early. 
 Washington's new teacher evaluation system may help 

inform any decision-making.   

The Findings Did Not Identify ERFs As Factors 
Impacting Classroom Effectiveness 
The reviewed sources did not identify ERFs, or other pension policies as 
factors that can impact classroom effectiveness.  Instead, pension policy 
and plan design were raised as ways to manage the impacts of the factors 
identified above.   

In other words, changing a benefit multiplier or early retirement age will 
not make someone a more effective teacher.  However, if a teacher's 
effectiveness is impacted by another factor, such as the member's health, 
the plan design can help mitigate or manage that impact. 

Two examples can illustrate this impact.  Assuming that only a finite 
amount of teaching positions are available:  

The reviewed sources did 
not identify pension 
provisions as factors 
impacting effectiveness. 
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 Pension policy can encourage teachers to retire earlier.  This 
is useful if you value the energy and recent training of 
younger teachers.3 

 Pension policy can encourage teachers to work longer.  This is 
useful if you value retaining experienced teachers. 

It should be noted that Washington's retire-rehire program was created, 
and later expanded, in order to retain experienced workers.  Specifically, 
the program was intended to counter built-in incentives for earlier 
retirement in the Plans 1, and keep effective employees on the job 
longer.4  When the SCPP studied the retire-rehire program in 2005, it 
reported that more TRS members were using the program than members 
of PERS.   

Pension Policy Is Likely Better-Suited To 
Address Some Factors More Than Others   
Pension policy may be better-suited to addressing factors like age and 
length-of-service than factors like class size.   

As noted above, pension provisions will not directly cause a teacher to be 
effective or ineffective.  However, pension provisions can influence the 
decision to retire.   

Thus, when looking at age and service-related factors, plan design or 
provisions may be encouraging teachers to work longer, despite a 
diminished effectiveness.  Some possible examples include when a 
member feels compelled to work longer: 

 To reach normal retirement age, or early retirement 
eligibility. 

 To avoid early retirement benefit reductions. 
However, if classroom effectiveness is not directly tied to age-related 
issues, or is only connected on a case-by-case basis, then it is also 
possible that plan provisions are encouraging effective and experienced 
teachers to retire earlier.  One possible example would be when a 
member feels compelled to retire after reaching a point where the 
member's benefits are at their peak (either literally or practically). 

                                      
3 Since the study mandate requires a look at impacts to the "older classroom 

employee," this report is not intended to address issues related to younger 
teachers, such as recruitment.  To the extent that pension policy can impact 
recruitment and retention, readers of this report may also wish to read a report 
currently being prepared by the Washington Institute for Public Policy (WSIPP).  
While the two studies are not connected, their subject matter may be 
complementary.  Specifically, the WSIPP study compares retirement benefits in 
Washington to plans in other states.  This will include some discussion of benefit 
adequacy and barriers to portability.  WSIPP's report is due December 1, 2012.   

4 See the 2005 Post-Retirement Employment Program Report.  

Pension provisions can 
impact the decision to 
retire.  Thus, they may 
encourage members to 
continue working despite 
diminished effectiveness, or 
retire while still effective. 

http://osa.leg.wa.gov/Actuarial_Services/Publications/PDF_Docs/Pension_Studies/2005_Post_Ret_Empl_Rpt.pdf
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Current Policies May Already Address Some Factors 
Current policies, both pension and non-pension, already address some 
factors related to age and length of service.  However, policy makers may 
disagree on whether current provisions are sufficient to address 
effectiveness.  Current provisions include: 

 Deferred Retirement. 
 Teachers may leave service at any time they choose and 

wait to file for retirement.  If they do not apply for 
retirement until the normal retirement age, there is no 
reduction in their benefits.   
 TRS 2 allows for a full deferment.  In other 

words, the member will not receive any pension 
checks until filing for retirement.   

 TRS 3 allows a member to defer the DB portion, 
while taking the DC portion immediately.5   

 However, Plans 2 members are not eligible for post-
retirement healthcare benefits under PEBB if they do 
not retire immediately after leaving service.6   

 182-Day Contract (approx.).7 
 Teachers work on a 182-day contract, and receive 

summers off from work.   
 In-Service Days. 

 Provides time for training and curriculum development 
away from students. 

 Sabbaticals and Teachers on Special Assignment (TOSA). 
 Rules for sabbaticals and TOSAs are set by the 

individual district or ESD.   

Some Factors May Be Better Addressed Outside The Pension 
System  
Other policies, such as human resource policy, may be better suited to 
address factors that aren't directly related to age and length-of-service.   

For example, a factor like class size may be more directly affected by 
hiring more teachers than by changing retirement provisions.  Similarly, a 
factor like deteriorating facilities may be better addressed through capital 
budgeting and purchasing policy.    

                                      
5 For distribution options, please see RCW 41.34.070. 
6 For more information, please see page 3 of the SCPP report "School Administrator 

Contract Year."  
7 The length of a school year is set in statute at 180 days.  According to OSPI, teacher 

contract lengths can vary by district, but generally are one or two days longer than 
the school year. 

There are several options 
built into current rules 
that allow teachers to take 
a temporary break to 
allow for added variety, 
training, or rest.   
 

http://apps.leg.wa.gov/RCW/default.aspx?cite=41.34.070
http://www.leg.wa.gov/SCPP/Documents/2010/2009IntIss/9.SchoolAdm.pdf
http://www.leg.wa.gov/SCPP/Documents/2010/2009IntIss/9.SchoolAdm.pdf
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The New ERFs Likely Reduce The Incentive For 
New Teachers To Retire Earlier 
The ability to leave employment and receive pension benefits earlier than 
normal is itself an incentive to retire earlier.  Ignoring other factors, the 
more pension benefits are reduced, the less incentive to retire early. 

Since the new ERFs increase the reduction (i.e., lower the early retiree's 
take-home pay), they reduce the incentive for new teachers to retire 
earlier than age 65.  However, it remains to be determined whether or 
not that change in the early retirement incentive is big enough to create 
a material change in behavior.   

Due to a lack of data, it is not possible to determine with certainty 
whether or not the ERF changes will bring a material change to 
retirement behavior.  Further, experience data will not be available until 
these new teachers hired on or after May 1, 2013, have earned 30 years 
of service credit. 

For the purpose of pricing the bill, the actuarial fiscal note for 2ESB 6378 
prepared by the Office of the State Actuary (OSA) assumed that the bill 
would cause a material change in retirement behavior.  Specifically, OSA 
assumed that the bill would result in new hires retiring later than they 
would have if the prior ERFs (2000 and 2008) were available to them.  For 
more information, please see page 21 of the actuarial fiscal note, 
provided as Attachment B of this report.   

However, ERFs are not the only factors members might consider when 
deciding whether or not to retire early.  In addition to the ERFs, and the 
factors identified above, members might also consider any of the 
following: 

 Personal assessment of classroom effectiveness and desire to 
continue working (i.e. feeling "burned out"). 

 Other work opportunities, such as a new career or a job with 
a different workload. 

 Finances and/or debt (i.e. ability to trade full paycheck for 
retirement benefits). 

 Ability to increase pension benefits, such as an upcoming 
raise or additional year of service. 

Washington Is Developing A New Teacher 
Evaluation System 
Washington State has a new teacher and principal evaluation system that 
is currently being phased in that will address effective teaching and 
leading.  This process will culminate with all school districts adopting new 
evaluation systems for the 2013-14 school year.  ESSB 5895 (2012) 
requires that all teachers and principals be transitioned to the new 
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evaluation system by the 2015-16 school year.  A detailed report, The 
Teacher/Principal Evaluation Pilot, is available on the OSPI website.  
There is also a website dedicated to the pilot program.  

In brief, E2SSB 6696 (2010) required OSPI to collaborate with stakeholder 
organizations to develop new evaluation models for classroom teachers 
and principals.  ESSB 5895 (2012) requires OSPI to prescribe a common 
method for calculating the evaluation performance rating for each of the 
preferred instructional frameworks and leadership frameworks.   

The new evaluation system is still being phased-in.  However, enacting 
legislation requires that the new system use criteria developed by 
organizational stakeholder groups to define effective teaching and 
leading.  As such, policy makers may wish to wait until data from the new 
evaluation system has been processed before proceeding further. 

There May Be Multiple Options For Addressing 
The Identified Factors  
If policy makers conclude that the identified factors should be addressed 
through pension policy, and that current provisions are not sufficient, 
then there may be multiple options available for consideration. 

In evaluating any option for adjusting pension provisions, policy makers 
may wish to consider: 

 Benefit consistency. 
 Long-term impacts and contractual rights. 
 Plan affordability and sustainability. 

Identified Options 
If policy makers conclude that the factors should be addressed by 
pension policy, two potential options have been identified thus far.  
Other options may also be available, depending on the chosen goal(s). 

The study mandate8 anticipates the adjustment of ERFs.  At the highest 
level there are essentially only two possibilities: 

 "Roll back" the new ERFs to earlier levels. 
 Other New ERFs. 

At the July meeting of the SCPP, the chair encouraged the committee 
members and any stakeholders in the gallery to provide feedback or 
guidance to staff on the development of the study.   

Shortly afterward, staff received letters from stakeholders requesting the 
committee consider a “True Rule of 90.”  A Rule of 90 would allow 
members to qualify for normal (unreduced) retirement when their age 

                                      
8 Please see Attachment A for a copy of the study language. 
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and years of service combine to equal 90.  The impact of a "Rule of 90" 
would depend on how the change is constructed, and to whom it would 
apply.  However, it would likely improve benefits beyond where they 
were prior to the creation of the new ERFs.     

The correspondence as of November 8, 2012, is reproduced in 
Attachment C, and available on the SCPP Correspondence page.  

Benefit Consistency 
If pension provisions are to be adjusted, policy makers may wish to 
consider who should receive those adjustments.  Specifically, the 
adjustments could be provided to either of the following:   

 Teachers. 
 All school employees. 

As a general policy, the state provides consistent benefits to all 
employees unless differences are needed to address unique job 
requirements, conditions, or other factors.9  Teachers and other school 
employees each have their own retirement systems.  However, only 
some plan provisions in those systems are unique.  For example, the early 
retirement and ERF provisions for TRS Plans 2/3 and SERS Plans 2/3 are 
identical to PERS Plans 2/3. 

However, the study mandate refers to the term "classroom employee."  
As noted above, this is assumed to mean classroom teachers.  Thus, one 
option would be to limit any pension policy changes to teachers.  This 
option may be appropriate if policy makers feel there are aspects of the 
actual classroom environment that are sufficiently different from 
classified employee positions (such as bus drivers and custodians) as to 
warrant benefit adjustments that are not provided to other school 
employees. 

Other policy makers may feel that working in education is itself 
sufficiently different from other state employment as to warrant 
different benefits.  Thus, a second option would be to limit any pension 
policy changes to teachers and other school employees.  For example, it 
could be argued that any state employee can suffer from diminished 
effectiveness.  However, when the effectiveness of a school employee is 
diminished, the effect is to basic education.  The Washington State 
Constitution (see Article IX) places a priority on basic education, and 
some may feel that this priority warrants benefit adjustments for school 
employees that are not applied to other state employees.   

  

                                      
9 RCW 41.50.005. 
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History shows that once a benefit is granted to one group of public 
employees, others who do not receive that benefit will want it, and likely 
pursue it.  Thus it is likely that any employee groups not chosen to 
receive this benefit will pursue it at a later date.   

Pension Changes Are Long-Term 
Pension plan changes are generally long-term and can create contractual 
rights.  Policy makers may wish to consider whether or not the aspect or 
factor being addressed is likely to change in the future. 

For example, the general population is trending toward living longer lives, 
and staying healthy and active into more advanced ages.10  Will the ideal 
retirement age increase as well? 

Also, if pension provisions are changed to address something like class 
size, will class sizes stay consistent, or change as a result of education and 
fiscal policy? 

Plan Affordability And Sustainability 
While 2ESB 6378 did not possess an intent section, the new ERFs were 
enacted during a time of pension reform in response to a budget crisis, 
and resulted in a savings to the system.  In recent years, the Legislature 
has considered and passed several measures that address the long-term 
sustainability of the retirement systems.  For example, in 2011 the 
Legislature enacted SHB 2021, which eliminated certain cost-of-living 
adjustments.   

Generally, any reduction to the ERFs (i.e., higher take-home pay for early 
retirees) will carry a cost to the system.  The actual magnitude of the cost 
will depend on how those ERFs are restructured and who receives those 
adjustments.   

Policy makers may want to consider the overall fiscal impact of any 
change to retirement provisions on state budgeting and the retirement 
systems.  Also, changes to the retirement system are typically long-term 
and may create contractual rights.  As such, additional study and actuarial 
pricing may also be appropriate before proceeding.   

Other States 
In order to complete the research within the given timeline for the study, 
staff began by researching Washington's peer states, then utilized data 
compiled by the National Education Association (NEA) and the National 
Conference of State Legislatures (NCSL).  Staff did not audit this data.   

                                      
10 See Appendix C for average ages of active plan members over the preceding ten 

years. 
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Staff chose these resources for the following reasons.  The NEA data 
provided a comprehensive review of current provisions across the nation.  
However, it was compiled in 2010, and does not capture changes made 
since then.  The NEA data also does not include all plans in all states.  
Instead, it focuses plans that have some teachers or school employees.  
Some of the listed plans are closed to new members.   

The NCSL data is more recent, having been updated to June of 2012.  
However, it only shows the incremental changes made year-by-year, and 
does not provide a comprehensive overview of current plan provisions.   

Overall, it may not be possible to determine board or legislative 
motivation for selecting age requirements and reduction factors used in 
each of these states.  However, staff has thus far found no evidence in 
research to suggest that the early retirement factors are tied to any 
qualitative measure.   

Washington's Peer States 
Of Washington's peer states, only three of the ten have a separate 
retirement system open to new teachers. Of those with separate 
systems, the early retirement factors consist of one of three options: 

 Full actuarial reduction. 
 A table of reduction factors describing the factor for each 

level of age and/or service.   
 A consistent percentage multiplied by the time remaining 

before the retiree reaches the normal retirement age. 
Depending on age and service credit, the reductions for early retirement 
vary from 0 to 6 percent.   

Please see Appendix A for additional details on early retirement 
provisions in Washington's peer states. 

NEA Data 
In brief, about half the states have a separate retirement plan for 
teachers.  Of those, almost all teacher plans have more than one option 
for determining retirement eligibility. 

Most of the teachers' plans have an option based on both a minimum age 
and length of service.  Within those, the normal retirement age ranges 
from age 50 to 65, and the earliest early retirement age was 45. 

About half the teachers' plans have a service-only option, while around 
one-fifth have a “Rule of __” option.  A “Rule of __” option means that 
the member qualifies for normal retirement when the member's age and 
service combine to equal a number.  Common numbers are 80, 85, and 
90.  

Thus far, staff has found no 
indication that ERFs in other 
states are tied to a qualitative 
measure such as classroom 
effectiveness. 
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In addition, some pure DC plans allow normal retirement at any age with 
five or less years of service 

The NEA data is available on their Legislative Summaries and Reports 
page.  

NCSL Data 
According to the NCSL, 44 states have changed plan provisions since 
2009.  Changes to plan provisions are difficult to summarize, given that 
there are multiple plans per state, multiple tiers per plan, and multiple 
options within a given tier.   

At the highest level, the NCSL reports show the following: 

 Twenty-eight states increased the minimum age requirement 
for normal retirement.   

 Five states changed early retirement eligibility or factors. 
 At least three states closed a plan or tier to new members.   
 Seven states enacted early retirement incentives. 

The NCSL reports dating back to 1999 are available on their Pension and 
Retirement Plans: Resources page.  

A 2012 summary presentation is available on the NCSL website.  

Options for Further Study 
Continued study of classroom effectiveness by SCPP staff may not 
materially change the findings of this study.  However, the SCPP and 
other policy makers may wish to consider other study of ERFs in the 
future.  

Conclusion 
"Classroom effectiveness" is a subjective term, and there is no consensus 
definition.  Instead of concentrating on locating a definition, staff 
reviewed existing studies of teacher retirement and classroom 
effectiveness to identify factors that may impact classroom effectiveness.   

The factors identified by those sources can be grouped in two categories: 
work conditions and personal factors.  Most of the identified factors are 
not unique to teachers, and the sources did not identify ERFs or other 
pension provisions as impacting effectiveness. 

Pension policy is likely better suited to addressing factors related to age 
and service.  Current non-pension policies may also be addressing these 
factors, for example by providing teachers with summer breaks to rest 
and reenergize.  Some factors may be better addressed outside the 
pension system, for example through human resource policy.  

http://www.nea.org/assets/docs/HE/CharacteristicsLargePubEdPensionPlans2010.pdf
http://www.nea.org/assets/docs/HE/CharacteristicsLargePubEdPensionPlans2010.pdf
http://www.leg.wa.gov/SCPP/Meetings/Pages/Corr.aspx
http://www.leg.wa.gov/SCPP/Meetings/Pages/Corr.aspx
http://www.leg.wa.gov/SCPP/Meetings/Pages/Corr.aspx


Select Committee on Pension Policy 2012 Interim Final Status 
I s s u e  P a p e r  December 24, 2012 

December 24, 2012 SCPP Study:  School Employee ERFs Page 17 of 56 

The new ERFs created by 2ESB 6378 reduce the incentive to retire before 
age 65.  However, it will take at least 30 years to determine with any 
certainty whether or not this incentive is strong enough to change 
retirement behavior.  If employees work longer due to this reduced 
incentive, then it is possible they may do so with diminished 
effectiveness.   

In Washington, a new teacher and principal evaluation system is in the 
pilot stages, and when complete will assist in measuring teacher 
effectiveness.  Some policy makers may wish to wait until data from the 
new evaluation system has been processed before proceeding further. 

If policy makers conclude that plan provisions should be changed, they 
may want to consider benefit consistency and potential long-term 
impacts, such as any impacts to the affordability and sustainability of the 
plan.   

Appendices 
 Appendix A – Washington's Peer States. 
 Appendix B – Sources Reviewed. 
 Appendix C – Average Age of Active Plan Members. 

Attachments 
 Attachment A – Study Mandate. 
 Attachment B – Actuarial Fiscal Note for 2ESB 6378 

(2012 c 7). 
 Attachment C – Correspondence as of November 8, 2012. 

 Tuck Gionet, August 16, 2012. 
 Dick Abrams, August 2, 2012. 
 Bob Simoni, August 2, 2012. 
 Jordan Sneva, August 2, 2012. 
 Conrad Wold, August 2, 2012. 
 Bob Simoni, October 30, 2012. 
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Appendix A 

Washington's Peer States 
Early retirement provisions for teachers in Washington's peer states vary 
in structure and complexity.  The following represents highly-summarized 
retirement provisions for newly hired teachers, or for general public 
employees (non-public safety) if appropriate.   

Please note that not all states have separate retirement systems for 
teachers, some plans have closed, and many provisions have changed in 
recent years creating different benefits for employees based on hire 
date.  Some options (such as supplemental investment options) may not 
be listed here.  Please refer to the appropriate state retirement system 
for complete details and information. 

Oregon  
Oregon does not have a separate plan for newly-hired teachers.  Normal 
retirement for teachers is at age 65, or age 58 with 30 years of service.  
Early retirement with no reduction is available at age 55 with 30 years of 
service.   

Idaho 
Idaho does not have a separate plan for newly hired teachers.  Normal 
retirement for teachers is at age 65 with at least 60 months of service, 
with a possible "late increase" at age 70.  Early retirement with full 
actuarial reduction is available at age 55 with at least 60 months of 
service.  Unreduced early retirement is available subject to the Rule of 90 
(where age and service equals 90). 

California 
Newly hired teachers are part of the California State Teachers’ 
Retirement System (CALSTRS).  Normal retirement is available at age 60 
with five years of service.  Multiple early retirement options are available: 

 Alternative A -- "Standard Early Retirement." 
 Available at age 55 with five years of service. 
 Benefits are reduced 0.01 percent for each month 

under age 60. 
 Alternative B -- "30 and Out." 

 Available for those who retire from age 50-55 with 30 
years of service credit.   
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 Benefits are reduced 0.01 percent for each month 
under age 60. 

 Benefits are reduced additional 0.005 percent for each 
month under age 55. 

 Alternative C -- "Early Retirement Limited Term Reduction 
Plan." 
 Available from age 55-60 with five years of service. 
 Benefits are temporarily reduced as follows:  First, 

benefits are calculated as if the member retired at 60, 
but the member receives only half the amount.  This 
one-half allowance continues until the total amount 
paid after the retiree reaches age 60 is equal to the 
amount paid prior to age 60.  When that point is 
reached the retiree's monthly allowance will be 
increased to the original calculated benefit amount. 

Colorado 
Colorado does not have a separate plan for newly-hired teachers.11  
There are three options for normal retirement: 

1. Age 65 with five years of service. 
2. Age 58 with 30 years of service. 
3. Any age with 35 years of service.   

Early retirement with a full actuarial reduction is available at three points: 

1. Age 50 with 25 years of service. 
2. Age 55 with 20 years of service. 
3. Age 60 with five years of service. 

Florida 
Florida does not have a separate plan for newly hired teachers.  Normal 
retirement for teachers is available at age 65 with eight years of service, 
or at any age with 33 years of service.   

Early retirement is available at any age with eight years of service.  
Benefits will be reduced 5 percent for each year below normal retirement 
age. 

  

                                      
11 The Denver Public School (DPS) system was recently merged into CO Public 

Employees Retirement Association (PERA).  According to PERA customer service, all 
other teachers in CO are members of PERA.  Normal retirement options for DPS 
teachers differ from teachers in the PERA.  For clarity, only the PERA rules are 
provided here. 
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Iowa 
Iowa does not have a separate plan for newly hired teachers.  There are 
three options for normal retirement: 

1. Age 65. 
2. Age 62 with 20 years of service. 
3. Rule of 88 (where age and service must exceed 88). 

Early retirement is available with a reduction based on when the service 
was earned.  For service through June 30, 2012, the reduction is 3.00 
percent for each year (or 0.25 percent for each month) prior to the 
closest normal retirement age.  For service earned starting July 1, 2012, 
the reduction increases to 6 percent times the number of years (or 0.50 
percent times the number of months) prior to age 65. 

Minnesota 
Newly hired teachers are members of the Teachers' Retirement 
Association.  Normal retirement for teachers is available the year the 
member is eligible for full Social Security benefits (not to exceed age 66).   

Early retirement is available from age 55, with a 4-6 percent reduction for 
each year prior to normal retirement age. 

Missouri 
Missouri does not have a separate plan for newly-hired teachers.  There 
are three options for normal retirement: 

1. Age 60 with five years of service. 
2. Any age with 30 years of service. 
3. Rule of 80 (where age and service equals 80). 

Early retirement is available at age 55 with five years of service, or at any 
age with 25 years of service.  Both early retirement options have unique 
reduction factors.  Tables showing the reductions are available on the 
Age-Reduced Calculation page of Missouri's Public Education Employee 
Retirement System website. 

Ohio 
Newly hired teachers are members of the State Retirement System of 
Ohio (STRSOH).  Ohio offers three plans for teachers:  DB, DC, and 
Combined (hybrid plan similar to Plans 3 in Washington). 

Defined Benefit 
Normal retirement is available at age 65 with 30 years of service.  Early 
retirement is available at the following points: 

http://www.leg.wa.gov/SCPP/Meetings/Pages/Corr.aspx
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 Any age with 30 years of service. 
 Age 55 with25 years of service. 
 Age 60 with five years of service. 

Benefits will be reduced using a schedule available on the Active 
Members page of the STRSOH website.  

Defined Contribution 
Normal retirement is available at the latter of the following: 

 The month in which the member reaches age 50.  
 The last day of the member's actual employment in an STRS 

Ohio-covered position. 
 The month the member applies. 

Combined 
Normal retirement is available at different points for the DB and DC 
portions. 

Wisconsin 
Wisconsin does not have a separate plan for newly hired teachers.  
Normal retirement is available at age 65.  Early retirement is available at 
age 55, with a reduction of 0.4 percent per month between ages 55 and 
57.  Between age 57 and normal retirement age the 0.4 percent is 
reduced by 0.00001111 percent for each month of creditable service. 

O:\Reports\2012 Study of High-Risk Jobs and Early Retirement Factors\School_Employee_ERFs_Issue_Paper.docx 
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APPENDIX C 
The following table shows the average age of all active members in PERS 
Plans 1/2/3, TRS Plans 1/2/3, and SERS Plans 2/3. 

Please note that the Plans 1 (PERS 1 and TRS 1) have been closed to new 
members since 1977.  The lack of new members entering the system 
pushes the average age of active members upward.   

Average Age of Active Members 
Valuation 

Year PERS 1 PERS 2 PERS 3 TRS 1 TRS 2 TRS 3 SERS 2 SERS 3 
2011 60.78 48.10 43.34 61.54 46.42 45.23 51.06 49.86 
2010 60.14 47.61 42.83 60.87 47.63 44.73 50.97 49.35 
2009 59.47 47.13 42.37 60.03 47.83 44.00 50.57 48.75 
2008 58.73 46.58 41.83 59.24 49.23 43.42 50.63 48.07 
2007 57.94 46.26 41.81 58.29 51.83 42.85 51.15 47.25 
2006 57.32 46.13 41.97 57.67 51.25 42.13 50.55 46.81 
2005 56.58 45.67 41.82 56.88 50.67 41.85 49.81 46.45 
2004 55.89 45.13 41.81 56.13 50.06 41.53 49.06 46.17 
2003 55.19 44.62 42.16 55.38 49.33 41.12 48.30 45.76 
2002 54.56 44.01 42.70 54.61 48.58 40.57 47.48 45.16 
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Attachment C 
The SCPP welcomed input and comments from stakeholders throughout 
the study on school employee ERFs.  The comments and opinions 
contained within the correspondence do not necessarily reflect any 
recommendations or opinions of the SCPP.  Factual representations 
provided in the correspondence have not been verified by staff. 
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