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In June, at the close of the 2010 legislative session, the General Assembly enacted Article 16 Substitute A in the FY 2010
Budget which makes changes to the pension system. The new law modifies cost of living adjustments (COLA) for State
Employees’, Teachers and Judges' pensions. If you are currently receiving a monthly pension check, or are currently par-
ticipating in either the Municipal Employees’ Retirement System or the State Police Retirement Benefits Trust, the change
does not apply to you or affect your current pension benefit. Another important point of the new law is that if you
are eligible to retire on or before the passage of the article, i.e. June 12,2010, the change does not apply to you, even
if you remain in active service beyond June 12, 2010. If you were subject to the pension reform changes enacted un-
der Article 7 in the 2009 session, i.e. you were not eligible to retire as of September 30, 2009, but become eligible prior
toJune 12,2010, the new law will not apply to you.

Under Article 16 Substitute A, a retiree’s COLA will now only apply to the first thirty-five thousand dollars ($35,000) of
retirement allowance, indexed annually, and shall commence upon the retiree’s third (3rd) anniversary of the date of re-
tirement or when they reach age sixty-five (65), whichever is later. The thirty-five thousand dollar ($35,000) limit will in-
crease annually by the percentage increase in the Consumer Price Index for all Urban Consumers (CPI-U) as published by
the United States Department of Labor Statistics, determined as of September 30 of the prior calendar year or three per-
cent (3%), whichever is less. To help you understand the "mechanics” of the new law, we've provided a few examples to
see how the changes actually work. \We've used a hypothetical pension benefit of $50,000, assumed December 31 dates
of retirement and used varying ages at retirement. As a result of the enactment of Article 7 last year, anyone who was not

eliiible to retire as of Seitember 30, 2009 is now subject to the provisions of Schedule B COLA, which is the lower of




