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No. 2001-9

AN ACT

HB26

AmendingTitles 24 (Education)and71 (StateGovernment)of the Pennsylvania
ConsolidatedStatutes,furtherprovidingfor public schoolemployees’retirement
and State employees’ retirement; defining terms; providing for additional
optional classifications for existing members, for new classifications for
prospectivemembersandfor healthinsurancefor retired schoolemployees;and
furtherprovidingfor creditableschoolandStateservice,for creditablenonschool
and nonstate service, for eligibility, for vesting, for regular member
contributions, for return to service, for payments by employers and the
Commonwealth,for termination of annuities,for actuarial cost methods,for
memberoptions,for fundingof supplementalannuities,for administration,for
reports to agenciesand members, for applications and elections, for the
compositionof thePublicSchool Employees’RetirementBoardandof the State
Employees’ RetirementBoard, for investment powers of the boards, for
managementof funds and accountsand for enforcementofficers’ benefit and
supplementalannuityaccounts.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section1. TheGeneralAssemblyfmdsanddeclaresasfollows:
(1) This act contains both benefit and administrativepension

changes.The benefit changesinclude an enhancementto the basic
benefitformula,a reductionin thevesting requirement,theadditionof a
new class of benefits for legislators and a change to the current
arrangementby which memberscancombineservicecreditwith boththe
StateEmployees’RetirementSystemandthe Public School Employees’
RetirementSystem.

(2) Over thepasttwo decades,bothpensionfundshaveexperienced
investmentreturnswell in excessof expectations.As a result, Stateand
schooldistrict contributionshavedecreaseddramaticallyto lessthan1%
of payroll for nextyear.At the sametime, employeecontributionsrange
from 5% to 6.25% of payroll. Theoutstandinginvestmentperformance
hasresultedin thepensionfundsbeingover 123%funded,comparedto
currentneeds.The 4% statutory interestrate the employeesreceiveon
their pension accountshas consistentlybeen eclipsedby the actual
averagereturnsof the fundsover the last two decadesandalsohasbeen
lessthanavailableprivatemarketinterestrates.Thefact thatemployees
havebeenand areprojectedto continueto contributeat a ratethat is
materiallygreaterthantheemployersdueto the morethan 100%funded
statusof the plansraisesthe issue of the extent to which employees
shouldbeprovidedadditionalbenefits.The increasein benefitsfor State
andschoolemployeesprovidedhereinwill in effectallow them for the
first time to sharein the outstandinginvestmentperformanceof the
funds.To date,that experiencehasonlybenefitedtheemployersthrough
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reducedcontributionsto the funds. Evenwith the increasesin benefits
providedherein,both pensionfundsareprojectedto maintainminimal
employercontributionratesandatthesametime maintainafully funded
status.For at least thenextdecade,membersareprojectedto continueto
contributeat a rate substantiallyin excessof that requiredfrom the
employers.

(3) A major changein the mannerin which benefitsarefundedis
warranted.Currently, gainsor lossesrelatedto the funding for benefits
arespreadovera20-yeartimeframe.Underthisproposedchange,these
gainsor losseswill nowbe spreadovera shortertime frame, that being
ten years, increasing intergenerationalequity by reducing the time
elapsedbetweenthe service of the membersof the systemsand the
related funding. A similar policy was enactedin 1991 when 30-year
funding for thetwofundswasreducedto20-yearfunding.

(4) Participationin the enhancedbenefitaccrualrate shouldnot be
mandatory for current members. Members who elect to participate
should have to agree, as provided herein, to increase employee
contributions as consideration for their future receipt of enhanced
benefitsafter theterminationof service.

(5) The approachset out heretoforewas cited as reasonablepublic
pension policy by the Public EmployeeRetirementCommissionin a
report releasedon May7 of this year.As thecommissionfurthernoted,
certainprovisionsherein will result in the systemsbeingmore closely
alignedwith similar plans in the private sector and further strengthen
thesystems’positionsrelativeto Internal RevenueCodecompliance.
Section 1.1. The definitions of “active member,”“basic conthbution

rate,” “class of servicemultiplier,” “credited service,”“inactive member,”
“salary deductions,”“standard single life annuity,” “superannuationor
normal retirementage” and “vestee” in section 8102 of Title 24 of the
PennsylvaniaConsolidatedStatutesareamendedto read:
§ 8102. Definitions.

The following words and phraseswhen used in this part shall have,
unlessthe contextclearly indicatesotherwise,the meaningsgiven to them
in this section:

“Active member.” A school employeefor whom pickup contributions
are being made to the fund or for whom such contributionsotherwise
requiredfor currentschool servicearenot beingmadesolely by reasonof
any provision of this part relating to the [limitation] limitations under
section401(a)(17)or 415(b) of the Internal RevenueCodeof 1986 (Public
Law 99-514,26 U.S.C.§ 401(a)(17)or415(b)).

***

“Basic contributionrate.” [The] For ClassT-A, T-B and T-C service,
the rate of 6 1/4%. For Class T-D service,the rate of 7 1/2%. For all
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active memberson the effectivedateof this provision who are currently
paying51/4%andelectClassT-D service,the rateof61/2%.

“Classof servicemultiplier.”
Classof service Multiplier

T-A .714
T-B .625
T-C 1.000
T-D 1.000

“Creditedservice.” Schoolor creditablenonschoolservicefor which the
required contributionshave beenmade, or for which the contributions
otherwiserequiredfor suchservicewere not madesolely by reasonof any
provisionof thispart relatingto thelimitations undersection401(a)(17)or
415(b)of theInternalRevenueCodeof 1986(PublicLaw99-514,26 U.S.C.
§ 401(a)(l7) or 415(b)), or for which salary deductionsor lump sum
paymentshavebeenagreeduponin writing.

“Inactive member.” A memberfor whom no pickup contributionsare
being made, except in the caseof an active member for whom such
contributionsotherwiserequiredfor current school service are not being
made solely by reason of any provision of this part relating to the
[limitation] limitations undersection401(a)(17)or 415(b)of the Internal
RevenueCodeof 1986 (Public Law 99-514,26 U.S.C. § 401(a)(17)or
415(b)), whohasaccumulateddeductionsstandingto his credit in the fund
andfor whom contributions havebeen madewithin the last two school
yearsor amultiple servicememberwho is active in the StateEmployees’
RetirementSystem.

“Salarydeductions.”Theamountscertified by theboard,deductedfrom
thecompensationof an activememberor the Stateservicecompensationof
a multiple service member who is an active member of the State
Employees’RetirementSystemandpaidinto thefund.

“Standardsingle life annuity.” [An] For Class T-A, T-B and T-C
creditedserviceof a member,an annuityequalto 2% of the final average
salary,multiplied by the total numberof yearsand fractionalpart of a year
of credited service of a member.For Class T-D credited service of a
member,an annuity equal to 2.5%of thefinal averagesalary, multiplied
by the total number of yearsandfractional part of a year of credited
service.

“Superannuationornormalretirementage.”
Classof service Age

T-A 62 or anyageuponaccrual
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of 35 eligibility points
T-B 62
T-C and T-D 62or age60 providedthe

memberhasatleast30
eligibility pointsor
anyageuponaccrualof
35 eligibility points

“Vestee.” A memberwith [ten]five or moreeligibility points whohas
terminatedschoolservice,hasleft hisaccumulateddeductionsin thefund~,]
andis deferringfiling of an applicationfor receiptof anannuity.

Section1.2. Sections8302(a),8303(c),8304(a)and8305 of Title 24 are
amendedto read:
§ 8302. Creditedschoolservice.

(a) Computationof credited service.—Incomputing credited school
serviceof a memberfor the determinationof benefits,a full-time salaried
schoolemployeeshallreceiveoneyearof credit for eachschool yearor the
correspondingfraction thereof,in accordancewith theproportionof the full
schoolyearfor which the requiredregularmembercontributionshavebeen
made,or for which suchcontributionsotherwiserequiredfor suchservice
werenot madesolelyby reasonof anyprovision of this part relatingto the
[limitation] limitations under IRC § 401(a)(17) or 415(b). A per diem or
hourly schoolemployeeshall receiveoneyear of creditedservicefor each
nonoverlappingperiodof 12 consecutivemonthsin which he is employed
andfor which contributionsare made,or would havebeenmadebut for
such [limitation] limitations under the IRC, for at least 180 full-day
sessionsor 1,100hoursof employment.If suchmemberwasemployedand
contributionsweremadefor less than180 full-day sessionsor 1,100hours,
he shall be credited with afractional portionof a yeardeterminedby the
ratioof thenumberof full-day sessionsor hoursof serviceactuallyrendered
to 180 full-day sessionsor 1,100hours, as the casemay be. A part-time
salariedemployeeshall be creditedwith the fractional portion of the year
whichcorrespondsto theserviceactuallyrenderedin relationto theservice
requiredas a comparablefull-time salariedemployee.In no caseshall a
member receive more than one year of credited service for any 12
consecutivemonthsor amemberwho haselectedmultiple servicereceive
an aggregatein the two systemsof more thanoneyear of creditedservice
forany12 consecutivemonths.

§ 8303. Eligibility pointsfor retentionandreinstatementof servicecredits.

(c) Purchaseof previouscreditableservice.—Everyactivememberof the
systemor a multiple servicememberwho is an activememberof the State
Employees’RetirementSystemon or after theeffectivedateof this partmay
purchasecreditandreceiveeligibility points:
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(1) as a member of Class T-C for previous school service or
creditablenonschoolservice;or

(2) asa memberofClassT-Dforpreviousschoolservice,provided
the memberelectsto becomea ClassT-D memberpursuantto section
8305.1(relating to electionto becomea ClassT-D member);

upon written agreementby thememberandthe boardas to themannerof
paymentof the amount due for credit for such service; except, that any
purchase for reinstatementof service credit shall be for all service
previouslycredited.
§ 8304. Creditablenonschoolservice.

(a) Eligibility.—An activememberor amultiple servicememberwhois
an active member of the State Employees’ RetirementSystem shall be
eligible to receiveClassT-C servicecredit for creditablenonschoolservice
and Class T-D servicefor intervening military service,provided the
memberelectsto becomea ClassT-D memberpursuantto section8305.1
(relating to election to becomea Class T-D member), as set forth in
subsection(b) provided that heis not entitled to receive,eligible to receive
now or in the future, or is receivingretirementbenefitsfor such service
under aretirementsystemadministeredandwholly or partially paidfor by
anyothergovernmentalagencyor by anyprivateemployer,or aretirement
programapprovedby the employer in accordancewith section8301(a)(1)
(relatingto mandatoryandoptionalmembership),andfurther providedthat
such service is certified by the previous employer and the mannerof
paymentof the amountdue is agreedupon by the member,the employer,
andtheboard.

§ 8305. Classesof service.
(a) ClassT-C membership.—Aschool employeewho is a memberof

ClassT-C on theeffective dateof thispartor whobecomesamemberof the
systemsubsequentto the effective dateof this part shall be classifiedas a
Class T-C member,provided the school employeedoesnot becomea
memberof ClassT-D pursuanttosubsection(c).

(b) Otherclassmembership.—Aschoolemployeewhois amemberof a
classof serviceother thanClassT-C on theeffective dateof this part may
electto becomea memberof ClassT-C or Class T-D or may retain his
membershipin suchotherclassuntil theserviceis discontinuedor heelects
to becomea full coveragememberor electsto purchasecredit for previous
school or creditablenonschool service. Any service thereafter shall be
creditedasClassT-C or T-D serviceasapplicable.

(ç) ClassT-D membership.—
(1) A person who becomesa school employeeand an active

member,or aperson whobecomesa multiple servicememberwho is a
State employeeand a memberof the State Employees’ Retirement
System, on or after the effective date of this subsectionshall be
classifiedasa Class T-D memberupon paymentof regular member
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contributions.Any prior school servicecreditedasClass T-C service
shall be credited as Class T-D service,subject to the limitations
containedin paragraph(4).

(2) A schoolemployeewho,on the day beforeand on the effective
date of this subsection,is either an active memberor an inactive
membershall be classifiedas a ClassT-D memberand receivecredit
for ClassT-D serviceperformedon or after the effectivedateof this
subsectionupon paymentof regular membercontributions, provided
the schoolemployeeelectsto becomea ClassT-D memberpursuantto
section8305.1(relating to electionto becomea ClassT-D member).A
school employeewho becomesa ClassT-D membershall alsoreceive
Class T-D servicecreditfor all Class T-C school service performed
before the effectivedateof this subsection,subjectto the limitations
containedin paragraph(4).

(3) A former school employeewho, on the effectivedate of this
subsection,is a multiple servicememberwhois a Stateemployeeand a
memberof the StateEmployees’RetirementSystemshall receiveClass
T-D servicecreditfor all Class T-C school serviceperformedbefore
the effective date of this subsection, subject to the limitations
contained in paragraph (4), provided the former school employee
electsto becomea ClassT-D memberpursuantto section8305.1.

(4) (i) School serviceperformedas Class T-C servicebefore the
effectivedate of this subsectionshall be credited as Class T-D
serviceonly upon completionof all acts necessaryfor the school
serviceto be creditedasClassT-C service hadthis subsectionnot
beenenacted.

(ii) A person whois not a school employeeor a State employee
on June30, 2001, and July 1, 2001,and who haspreviousschool
serviceshall not receiveClassT-D service creditfor schoolservice
performedbeforeJuly 1, 2001,until the personbecomesan active
memberor an active memberof the StateEmployees’Retirement
Systemand a multiple service memberand earns three eligibility
points byperforming creditedschoolserviceor Stateserviceafter
June 30, 2001. This subparagraphdoes not apply to a disability
annuitant who returns to schoolservice afterJune 30, 2001,upon
terminationofthedisabilityannuity.

Section 1.3. Title 24 is amendedby addingasectionto read:
s~8305.1. Electionto becomea ClassT-D member.

(a) Generalrule.—A personwho is:
(1) a memberofthe system;or
(2) a multiple service memberwho is a State employeeand a

memberofthe StateEmployees’RetirementSystem;
and who,on the effectivedateof this subsection,is eligiblefor ClassT-D
membershipmayelectto becomea memberofClassT-D.
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(b) Timefor makingelection.—Themembermust electto becomea
Class T-D memberby filing a written notice with the boardon or before
December31, 2001, or beforethe termination of school serviceor State
serviceasapplicable, whicheverfirst occurs.

(c) Effect of election.—Anelection to becomea Class T-D member
shall remain in effectuntil the termination of employmentand shall
result in all servicewhichcould havebeencreditedas ClassT-C service
beingcreditedasClassT-D service.Thosememberswho, on the effective
dateofthis section,contribute at the rateof 5 1/4% shall be deemedto
haveacceptedthe basic contribution rate of 6 1/2% for all Class T-D
serviceperformedon or afterJanuary1, 2002. Thosememberswho, on
the effectivedateofthissection,contributeat therate of6 1/4% shallbe
deemedto haveacceptedthe basic contribution rate of 7 112%for all
ClassT-D serviceperformedon or afterJanuary1, 2002.

(d) Effectoffailure to makeelection.—ifthe memberfails to timely
file an electionto becomea ClassT-D member,thenall ofthe member’s
ClassT-C schoolserviceshall be creditedas ClassT-C service,andsaid
serviceshall not beeligible forClassT-D servicecreditupontermination
ofserviceandsubsequentemploymentasan active member.

Section2. Sections8306,8307(b), 8308, 8321,8323(a),(c), (c.1) and
(d), 8324(b),(c) and(d), 8325, 8327(b)and8328(b),(c), (d) and(e) of Title
24 areamendedto read:
§ 8306. Eligibility points.

(a) General rule.—Anactivememberof the systemshall accrueone
eligibility point for eachyearof creditedserviceas amemberof the school
or Stateretirementsystem.A membershall accruean additionaltwo-thirds
of an eligibility point for eachyearof ClassD-3 creditedserviceunder the
State Employees’RetirementSystem.In the caseof a fractional part of a
yearof creditedservice,amembershall accruethecorrespondingfractional
portionof aneligibility point.

(b) Transitionalrule.—Forthepurposesofthe transition:
(1) in determining whether a member, other than a disability

annuitant who returns to school service after June 30, 2001, upon
terminationofthe disabilityannuity,whois nota schoolemployeeora
State employeeon June30, 2001, and July 1, 2001, and who has
previousschoolservice,has thefive eligibility pointsrequiredby the
definition of “vestee” in sections8102 (relating to definitions),8307
(relating to eligibility for annuities),8308 (relating to eligibility for
vesting)and8345(relating to member’soptions),onlyeligibility points
earnedby performingcreditedschoolserviceor creditedStateservice
after June30, 2001, shall be counteduntil such memberearnsone
eligibility point by performingcreditedschoolserviceor creditedState
service after June30, 2001, at which time all eligibility points as
determinedundersubsection(a) shall becounted.
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(2) A membersubjectto paragraph(1) shall be consideredto have
satisfiedany requirementfor five eligibility points containedin this
part if the memberhasat leastten eligibility pointsdeterminedunder
subsection(a).

§ 8307. Eligibility for annuities.

(b) Withdrawalannuity.—A vesteewith [ten] five or moreeligibility
points or an active or inactive member who terminatesschool service
having [ten] five or more eligibility points shall, upon filing a proper
application,beentitled to receiveanearlyannuity.

§ 8308. Eligibility for vesting.
Any memberwho terminatesschool service with [ten] five or more

eligibility points shall be entitled to vest his retirement benefits until
attainmentof superannuationage.
§ 8321. Regularmembercontributionsfor currentservice.

Regularmembercontributionsshall be madeto the fund on behalfof
each active memberfor current service exceptfor any period of current
service in which the making of such contributionshasceasedsolely by
reasonof any provision of this part relatingto the [limitation] limitations
underIRC § 401(a)(17)or415(b).
§ 8323. Membercontributionsfor creditableschoolservice.

(a) Previousschool service,sabbaticalleaveand full coverage.—The
contributionstobe paidby an activememberor an eligible Stateemployee
for credit for reinstatementof all previouslycreditedschoolservice,school
servicenot previouslycredited, sabbaticalleave as if he hadbeenin full-
time daily attendance,or full-coveragemembershipshall be sufficient to
providean amountequal to the accumulateddeductionswhich would have
beenstanding to the credit of the member for such servicehad regular
member contributions been made with full coverage at the rate of
contribution necessaryto be credited as ClassT-C serviceor Class T-D
service~ the memberis a ClassT-D memberandhadsuchcontributions
been credited with statutory interest during the period the contributions
would have beenmadeand during all periodsof subsequentschool and
Stateserviceup to thedateofpurchase.

(c) Approvedleaveof absenceother thansabbaticalleaveandactivated
military serviceleave.—Thecontributionsto be paidby an active member
for credit for anapprovedleaveof absence,otherthansabbaticalleaveand
activated military service leave, shall be sufficient to transfer his
membershipto ClassT-C or to Class T-D if the memberis a ClassT-D
memberandfurther to provideanannuityas aClassT-C memberor Class
T-D memberif the memberis a Class T-D memberfor suchadditional
creditedservice.Suchamount shallbe the sum of the amountrequiredin
accordancewith theprovisionsof subsection(b) andanamountdetermined
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as the sum of the member’sbasic contribution rate and the normal
contribution rateas provided in section 8328 (relating to actuarial cost
method)during such period multiplied by the compensationwhich was
receivedor which would havebeenreceivedduring suchperiodandwith
statutoryinterestduring all periodsof subsequentschoolandStateservice
up to thedateof purchase.

(c. 1) Activatedmilitary serviceleave.—Thecontributionsto bepaidby
an activememberfor credit for all activatedmilitary serviceleaveas if he
hadbeenin regularattendancein theduties for which he isemployedshall
be sufficient to provide an amount equal to the accumulateddeductions
which would havebeen standingto the credit of the member for such
servicehadregularmembercontributionsbeenmadewith full coverageat
the rateof contribution necessaryto be credited as ClassT-C service or
Class T-D service if the member is a Class T-D memberandhadsuch
contributionsbeen credited with statutory interestduring the period the
contributionswouldhavebeenmadeandduring all periodsof subsequent
Stateandschoolserviceup to thedateof purchase.In thecaseof activated
military service leave beginning after the date of enactmentof this
subsection,contributionsduefrom themembershall bemadeasif he isin
regularattendancein thedutiesfor whichheis employed.

(d) Certificationandpaymentof contributions.—
(1) In all casesother than for the purchaseof credit for sabbatical

leaveandactivatedmilitary service leavebeginningbefore the effective
dateof paragraph(2), the amountpayableshallbecertified by theboard
in accordancewith methodsapprovedby theactuaryandmaybe paidin
alumpsumwithin 90 daysor~,] in thecaseof anactivemember~,Joran
eligible State employee who is an active member of the State
Employees’ RetirementSystem it may be amortizedwith statutory
interestthroughsalarydeductions[or by personalchecks]in amounts
agreed upon by the member and the board. The salary deduction
amortizationplansagreedto by membersand the boardmayincludea
deferral of payment amounts and statutory interest until the
termination of school serviceor Stateserviceasthe board in its sole
discretion decidesto allow. The board may limit salary deduction
amortization plans to such terms as the board in its sole discretion
determines,in the caseof an eligible Stateemployeewhois an active
memberof the StateEmployees’RetirementSystem,the agreedupon
salarydeductionsshall beremittedto the StateEmployees’Retirement
Board, whichshall certifyand transferto the boardthe amountspaid.

(2) In thecaseof activatedmilitary serviceleavebeginningbeforethe
effective date of this paragraph,the amount payable may be paid
according to this subsectionor subsection (c.1), but all lump sum
paymentsmustbemade[and all amortizationpaymentscommenced]
within oneyearof theterminationof activatedmilitary serviceleave.
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§ 8324. Contributions for purchaseof credit for creditablenonschool
service.

(b) Noninterveningmilitary service.—Theamountduefor thepurchase
of credit for military serviceotherthaninterveningmilitary serviceshallbe
determinedby applying the member’sbasic contribution rate plus the
normal contributionrate as provided in section8328 (relating to actuarial
cost method) at the time of entry of the member into school service
subsequentto suchmilitary serviceto one-thirdof his total compensation
receivedduring the first threeyears of such subsequentcreditedschool
serviceandmultiplying the productby the numberof yearsandfractional
part of ayearof creditablenoninterveningmilitary servicebeingpurchased
togetherwith statutoryinterestduring all periodsof subsequentschool and
State service to date of purchase.Upon certification of the amount due,
paymentmaybe madein a lump sum within 90 daysor in the caseof an
active memberoran eligible Stateemployeewho is an active memberof
the StateEmployees’RetirementSystemit maybeamortizedwith statutory
interest through salary deductions[or by personalchecks] in amounts
agreed upon by the member and the board. The salary deduction
amortizationplansagreedto by membersand the board may includea
deferral of paymentamountsand statutory interestuntil the termination
ofschoolserviceor Stateserviceasthe board in itssolediscretiondecides
toallow. The boardmaylimit salarydeductionamortizationplanstosuch
terms as the board in its sole discretion determines,in the caseof an
eligible Stateemployeewho is an activememberof the StateEmployees’
RetirementSystem,the agreedupon salarydeductionsshall beremittedto
the StateEmployees’RetirementBoard, which shall certify and transfer
to the board the amounts paid. Application may be filed for all such
military servicecredituponcompletionof threeyearsof subsequentcredited
schoolserviceandshallbecreditedasClassT-C service.

(c) Interveningmilitary service.—Contributionson accountof creditfor
intervening military service shall be determinedby the member’sbasic
contributionrateandcompensationatthe timeof entryof the memberinto
active military service,togetherwith statutoryinterestduring all periodsof
subsequentschool andStateservice to dateof purchase.Uponapplication
for suchcredit the amountdueshallbecertifiedin thecaseof eachmember
by the board, in accordancewith methodsapprovedby the actuary,and
contributionsmaybemadeby oneof thefollowing methods:

(1) Regularmonthlypaymentsduringactivemilitary service.
(2) A lump sum paymentwithin 90 days of certification of the

amountdue.
(3) Salarydeductions[or personalchecks]in amountsagreedupon

by thememberandthe board.The salary deductionamortizationplans
agreedto by the membersand the board may include a deferral of
paymentamountsandstatutoryinterestuntil the termination of school
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serviceor Stateservice as the board in its solediscretion decidesto
allow. The board may limit salary deduction amortizationplans to
suchtermsasthe board in itssolediscretiondetermines,in the caseof
an eligible State employeewho is an active memberof the State
Employees’ RetirementSystem,the agreedupon salary deductions
shall be remitted to the StateEmployees’RetirementBoard, which
shall certifyandtransfer tothe boardthe amountspaid.
((1) Other creditablenonschoolservice.—Contributionson accountof

ClassT-C credit for creditablenonschoolserviceother thanmilitary service
shall be determinedby applying the member’sbasicconthbutionrateplus
thenormal contributionrateas providedin section8328 at the timeof the
member’sentryinto schoolservicesubsequentto suchcreditablenonschool
servicetohistotalcompensationreceivedduring thefirst yearofsubsequent
creditedschoolserviceandmultiplying the productby the numberof years
andfractional partof ayearof creditablenonschoolservicebeingpurchased
togetherwith statutory interestduring all periodsof subsequentschoolor
Stateserviceto the dateof purchase,exceptthat in the caseof purchaseof
credit for creditablenonschoolserviceas set forth in section 8304(b)(5)
(relating to creditablenonschool service)the membershall pay only the
employee’sshareunlessotherwiseprovidedby law. Upon certification of
theamountdue,paymentmaybemadein alump sum within 90 daysor in
the caseof an active memberor an eligible State employeewho is an
active memberof the State Employees’ RetirementSystemit may be
amortizedwith statutoryinterestthroughsalarydeductions[or by personal
eheeks]in amountsagreeduponby thememberandthe board.Thesalary
deduction amortizationplans agreedto by the membersand the board
may include a deferral ofpaymentamountsand statutory interestuntil
the terminationof school serviceor Stateserviceasthe board in its sole
discretion decidesto allow. The board may limit salary deduction
amortization plans to such terms as the board in its sole discretion
determines, in the caseof an eligible State employeewho is an active
memberof the State Employees’RetirementSystem,the agreedupon
salary deductionsshall be remitted to the State Employees’Retirement
Board, which shall certify andtransferto the boardthe amountspaid.

* * *

§ 8325. Incompletepayments.
in the event that a member terminatesschool service or a multiple

service member who is an active member of the State Employees’
Retirement System terminates State service before any agreed upon
paymentsor return of benefitson account of returning to school service
or entering State service and electing multiple service have been
completed, the member or multiple service member who is an active
memberof the StateEmployees’RetirementSystemshallhavetheright to
pay within 30 days of termination of school serviceor State service the
balancedue,including interest, in a lump sum, and the annuity shall be
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calculatedincluding full credit for the previousschool service,creditable
nonschoolservice,or full-coveragemembership.In the eventa member
doesnot paythe balanceduewithin 30daysof terminationof schoolservice
or in the eventa memberdies in school service or within 30 days of
terminationof schoolserviceor in the caseof a multiple servicemember
who is an active memberof the StateEmployees’RetirementSystemdoes
notpay the balancedue within 30 daysof termination of Stateserviceor
diesin Stateserviceor within 30 daysof termination of Stateserviceand
beforethe agreedupon paymentshavebeencompleted,thepresentvalueof
thebenefitotherwisepayableshallbereducedby thebalancedue,including
interest, and the benefit payable shall be calculated as the actuarial
equivalentof suchreducedpresentvalue.
§ 8327. Paymentsby employers.

***

(b) Deductionfrom appropriations.—
(1) To facilitate the paymentof amountsdue from anyemployerto

the fund through the State Treasurerand to permit the exchangeof
creditsbetweenthe StateTreasurerandany employer,the Secretaryof
Educationandthe StateTreasurershall causeto bedeductedandpaid
into the fund from the amountof any moneysdue to any employeron
accountof anyappropriationfor schoolsor otherpurposes[suchamount
due] amountsequal to the employerand pickup contributions which
an employeris requiredtopay to the fund,as certifiedby theboard,and
as remainsunpaidon the datesuchappropriationswould otherwisebe
paid to the employer~,andsuch].Such amountshall becreditedto the
[employer’saccount]appropriateaccountsin thefund.

(2) To facilitate the paymentsof amounts duefrom any charter
school, asdefined in Article XV1I-A of the act of March 10, 1949
(P.L.30, No.14),known asthe Public SchoolCodeof 1949,to thefund
through the State Treasurer and to permit the exchange of credits
between the State Treasurer and any employer, the Secretaryof
Education andthe StateTreasurershall causeto bedeductedandpaid
into the fund from any funds appropriated to the Departmentof
Education for basic education of the chartering school district of a
charterschool and public school employees’retirementcontributions
amounts equal to the employerand pickup contributions which a
charter school is requiredtopayto thefund, ascertifiedby the board,
and as remains unpaid on the date such appropriations would
otherwisebe paidto the chartering schooldistrict or charter school.
Such amountsshall be credited to the appropriate accounts in the
fund. Any reductionin paymentsto a chartering schooldistrict made
pursuant to this sectionshall bedeductedfrom the amountdueto the
charterschooldistrictpursuantto the Public SchoolCodeof1949.
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§ 8328. Actuarialcostmethod.

(b) Normal contribution rate.—Thenormal contribution rate shall be
determinedafter each actuarial valuation. Until all accrued liability
contributionshavebeen completed,the normalcontribution rate shall be
determined,on the basisof an annualinterestrateandsuchmortality and
other tablesas shall be adoptedby the board in accordancewith generally
acceptedactuarialprinciples, as alevel percentageof the compensationof
the averagenew active member,which percentage,if contributedon the
basis of his prospectivecompensationthrough the entire period of active
schoolservice,would be sufficient to fund the liability for any prospective
benefit payableto him, in excessof that portion fundedby his prospective
member contributions,exceptfor the supplementalbenefitsprovided in
sections 8348 (relating to supplementalannuities), 8348.1 (relating to
additional supplementalannuities), 8348.2 (relating to further additional
supplementalannuities)[and], 8348.3 (relating to supplementalannuities
commencing 1994), 8348.4 (relating to special supplemental
postretirementadjustment)and8348.5(relating tosupplementalannuities
commencing1998).

(c) Accruedliability contributionrate.—Forthe fiscal yearbeginning
July 1, [1991] 2002, the accrued liability contribution rate shall be
computedas the rate of total compensationof all active memberswhich
shall be certified by the actuaryas sufficient to fund overa period of [201
ten yearsfrom July 1, [1991] 2002,the presentvalueof theliabilitiesfor all
prospectivebenefitsof activemembers,exceptfor thesupplementalbenefits
provided in sections8348, 8348.1, 8348.2 [and], 8348.3, 8348.4and
8348.5,in excessof thetotalassetsin thefund,excludingthe balancein the
annuity reserveaccount,andof the presentvalue of normal contributions
andof membercontributionspayablewith respectto all activememberson
July 1, [1991] 2002,during theremainderof their activeservice.Thereafter,
the amount of each annual accrued liability contribution shall be [5%
greaterthan] equal to theamountof suchcontributionfor the [previous]
fiscal year,beginning July 1, 2002, exceptthat, if the accruedliability is
increasedby legislation enactedsubsequentto [July 1, 1991] June 30,
2002, such additional liability shall be funded over a period of [20] ten
years from the first day of July, coincidentwith or next following the
effective date of the increase~,provided that the liability for any
additional benefitscreatedby this act,exceptfor the healthinsurance
premium assistanceprogramestablishedin section8509 (relating to
healthinsurancepremiumassistanceprogram),shall be fundedover a
periodof 20 yearscommencingJuly 1, 1992].Theamountof eachannual
accruedliability contributionfor suchadditional legislativeliabilities shall
be [5% greaterthan] equal to the amount of such contribution for the
[previousfiscal year]first annualpayment.
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(d) Supplementalannuity contribution rate.—Contributionsfrom the
Commonwealthandotheremployersrequiredtoprovidefor thepaymentof
the supplementalannuitiesprovided for in sections8348, 8348.1 [and],
8348.2, 8348.4and 8348.5shall be paid over a period of [20] ten years
from July 1, [1991] 2002. The amount of each annual supplemental
annuitiescontributionshall be[S% greaterthan] equal to the amountof
suchcontributionfor the [previous] fiscal yearbeginningJuly 1, 2002.In
the event that supplementalannuitiesare increasedby legislationenacted
subsequentto [July 1, 1991]June 30, 2002,the additional liability for the
increasedbenefitsshall be funded in equal dollar annual installments
[increasingby 5% eachyear]over aperiodof [20] ten yearsfrom theJuly
1, coincidentwith or next following theeffective dateof suchlegislation.
[Notwithstanding the preceding,the funding for the supplemental
annuitiescommencing1994 provided for in section8348.3 shall be as
providedin section8348.3(f).]

(e) Experienceadjustmentfactor.—Foreachyearafter the establislunent
of theaccruedliability contributionratefor the fiscalyearbeginningJuly 1,
[19911 2002, any increaseor decreasein the accruedliability (including
liability for supplementalannuities)dueto actualexperiencediffering from
assumedexperience,changesin actuarialassumptions,changesin theterms
and conditions of the benefits provided by the system by judicial,
administrativeor otherprocessesotherthan legislation,including, but not
limited to, reinterpretationof the provisionsof thispart,shall beamortized
in equaldollar annualinstallments[increasingby 5% eachyear] over a
period of [20] ten yearsbeginningwith the July 1 secondsucceedingthe
actuarialvaluation.

Section2.1. Sections8342and8344of Title 24 areamendedby adding
subsectionstoread:
§ 8342. Maximumsinglelife annuity.

(c) Limitation regarding annual benefit under IRC
~ 415(b).—Notwithstandinganyprovisionof thispart to the contrary, no
benefitshall be payable to the extent that such benefit exceedsany
limitation under IRC § 415(b) in effect with respect to governmental
plans, assuchterm is definedin IRC § 414(d), on the datethe benefit
paymentbecomeseffective.
§ 8344. Disability annuities.

(e) Limitation regarding annual benefit under 1RC
§ 415(b).—Notwithstandinganyprovision of this part to the contrary, no
benefitshall be payableto the extent that such benefit exceedsany
limitation under IRC § 415(b) in effect with respectto governmental
plans, assuch term is defined in JRC § 414(d), on the date the benefit
paymentbecomeseffective.
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Section2.2. Section8345(a)of Title24 is amendedtoread:
§ 8345. Member’soptions.

(a) Generalrule.—Anyvesteewith [ten]five or moreeligibility points
or anyothereligible memberupon terminationof schoolservicewho has
not withdrawn his accumulateddeductionsas provided in section 8341
(relating to return of accumulateddeductions)may apply for and electto
receiveeither a maximum single life annuity,as calculatedin accordance
with the provisions of section 8342 (relating to maximum single life
annuity), or a reducedannuity certified by the actuaryto be actuarially
equivalentto the maximumsinglelife annuityandin accordancewith one
of the following options, except that no membershall electan annuity
payable to one or more survivor annuitants other than his spouseor
alternatepayeeof such a magnitudethat the presentvalueof the annuity
payableto him for life plusany lump sum paymenthemayhaveelectedto
receiveis less than50% of the presentvalue of his maximum single life
annuity.

(1) Option 1.—A life annuity to thememberwith aguaranteedtotal
paymentequal to the presentvalueof the maximum single life annuity
on theeffectivedateof retirementwith theprovisionthat,if, at hisdeath,
hehasreceivedless thansuchpresentvalue,theunpaidbalanceshallbe
payableto hisbeneficiary.

(2) Option 2.—A joint and survivor annuity payableduring the
lifetime of the memberwith the full amountof such annuity payable
thereafterto hissurvivorannuitant,if living at hisdeath.

(3) Option 3.—A joint and fifty percent(50%) survivor annuity
payableduring thelifetime of thememberwith one-halfof suchannuity
payablethereafterto his survivorannuitant,if living athisdeath.

(4) Option 4.—Someother benefit which shall be certified by the
actuaryto beactuariallyequivalentto themaximum singlelife annuity,
subjecttothefollowing restrictions:

(i) Any annuity shall be payablewithout reductionduring the
lifetime of themember.

(ii) The sum of all annuitiespayableto the designatedsurvivor
annuitantsshall not be greater than one and one-halftimes the
annuitypayableto themember.

(iii) A portion of thebenefitmaybepayableasa lumpsum,except
thatsuchlump sum paymentshallnot exceedan amountequaltothe
accumulateddeductionsstandingto the credit of the member.The
balanceof the presentvalue of the maximum single life annuity
adjustedin accordancewith section 8342(b)shallbe paid in theform
of anannuity with a guaranteedtotalpayment,a single life annuity,
or ajoint andsurvivorannuity or anycombinationthereofbut subject
to therestrictionsof subparagraphs(i) and (ii) of this paragraph.
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Section 3. Section 8346(a) and (d) of Title 24 areamendedand the
sectionis amendedby addingasubsectionto read:
§ 8346. Terminationof annuities.

(a) Generalrule.—If an annuitantreturnsto schoolserviceor entersor
has entered State service and elects multiple service membership,any
annuitypayableto himunderthispartshall ceaseeffectiveupon the dateof
hisreturn to schoolserviceor entering Stateserviceandin the caseof an
annuityother thana disability annuitythe presentvalue of suchannuity,
adjustedfor full coveragein thecaseof a joint coveragememberwho makes
the appropriatebackcontributionsfor full coverage,shallbefrozenasof the
datesuchannuity ceases.An annuitantwho is creditedwith an additional
10% of membershipservice as provided in section8302(b.2) (relating to
credited school service) and who returns to school service, except as
provided in subsection(b), shall forfeit suchcreditedserviceandshallhave
hisfrozen presentvalueadjustedasif his 10% retirementincentivehadnot
been appliedto his account.In the event that the cost-of-living increase
enactedDecember18, 1979, occurredduring the period of such Stateor
schoolemployment,the frozenpresentvalueshallbe increased,on or after
the memberattainssuperannuationage, by the percentapplicablehadhe
not returnedto service.

(a.1) Returnof benefits.—Inthe eventan annuitant whose annuity
ceasespursuantto this sectionreceivesanyannuitypayment,includinga
lump sum paymentpursuant to section 8345 (relating to member’s
options) on or after the date of his return to school serviceor entering
State service, the annuitant shall return to the board the amount so
receivedplus statutory interest. The amountpayableshall becertified in
each caseby the board in accordancewith methodsapprovedby the
actuaryandshall bepaid in a lump sum within 90 daysor in the caseof
an active memberor a Stateemployeewho is an active memberof the
State Employees’ RetirementSystemmay be amortized with statutory
interest through salary deductions in amounts agreed upon by the
memberand the board. In the caseof a State employeewho is an active
memberof the State Employees’Retirement System,the agreedupon
salary deductionsshall be remittedto the State Employees’Retirement
Board, which shall certifyandtransfertothe boardthe amountspaid.

***

(d) Eliminationof theeffectof frozenpresentvalue.—
(1) An annuitantwho returns to school service and earns three

eligibility points by performing credited school service following the
most recentperiod of receipt of an annuity under this part, or an
annuitantwhoentersStateserviceand:

(i) is amultiple servicemember;or
(ii) who electsmultiple servicemembership,and

earns threeeligibility points by performing credited State service or
creditedschool servicefollowing themost recentperiod of receiptof an
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annuity underthis part,and who had the presentvalueof his annuity
frozen in accordancewith subsection(a), shall qualify to havethe effect
of the frozen present value resulting from all previous periods of
retirementeliminated,provided that all paymentsunderOption 4 and
annuity paymentspayableduring previousperiods of retirement plus
interestas setforth in paragraph(3) shallbereturnedto thefund in the
form of an actuarialadjustmentto his subsequentbenefitsor in such
form astheboardmayotherwisedirect.

(2) Upon subsequentdiscontinuanceof serviceandthe filing of an
applicationfor an annuity,aformerannuitantwhoqualifiesto havethe
effect of afrozen presentvalueeliminatedunderthis subsectionshall be
entitledto receivethehigherof either:

(i) anannuity (prior to optional modification)calculatedas if the
freezingof the former annuitant’saccountpursuantto subsection(a)
hadnot occurred,adjustedby creditingClassT-C schoolserviceas
Class T-D serviceasprovidedfor in section8305(c) (relating to
classesof service)andfurther adjustedaccordingto paragraph(3),
providedthat aformerannuitantof the systemor aformerannuitant
of the State Employees’ Retirement System who retired under a
provision of law grantingadditional service credit if terminationof
schoolor Stateserviceor retirementoccurredduringaspecificperiod
of time shall not be permittedto retain the additionalservicecredit
undertheprior law whentheannuityis computedfor hismostrecent
retirement;or

(ii) anannuity(prior to optional modification)calculatedasif the
former annuitantdid not qualify to have the effect on the frozen
presentvalueeliminated,

unlessthe formerannuitantnotifies theboard in writing by the later of
the date the application for annuity is filed or the effective date of
retirementthattheformerannuitantwishestoreceivethelower annuity.

(3) In addition to any other adjustmentto the presentvalueof the
maximwn single life annuitythat a membermay beentitled to receive
that occursasaresultof anyotherprovision of law, thepresentvalueof
the maximumsingle life annuityshallbereducedby all amountspaidor
payabletohim during all previousperiodsof retirementplus intereston
theseamountsuntil the dateof subsequentretirement.The interestfor
eachyearshallbecalculatedbasedupontheannualinterestrateadopted
for that school year by the board for the calculation of the normal
contribution ratepursuantto section 8328(b) (relating to actuarialcost
method).
Section4. Sections8348.1(1),8348.2(f),8348.3(f),8348.5(f),8501(a)

and(b), 8502(m)and8502.1of Title24 areamendedto read:
§ 8348.1. Additional supplementalannuities.



SESSIONOF2001 Act 2001-9 43

(1) Funding.—The actuary shall annually certify the amount of
Commonwealthappropriationsfor the next fiscalyearneededto fund, over
aperiodof [201 ten yearsfrom July 1, [1991] 2002,theadditionalmonthly
supplementalannuity providedfor in this section.The boardshall submit
the actuary’s certification to the Secretaryof the Budget on or before
November1 of eachyear. If, in any yearafter 1984,theamountcertified is
disapprovedunder section 610 of the act of April 9, 1929 (P.L.177,
No.175), known as The Administrative Code of 1929, as insufficient to
meetthe fundingrequirementsof this subsectionor is not appropriatedon
or before July 1, the additionalsupplementalannuity providedfor in this
section shall be suspendeduntil such time as an amount certified and
approvedassufficient is appropriated.

§ 8348.2. Furtheradditionalsupplementalannuities.

(1) Funding.—Theactuary shall annually estimate the amount of
Commonwealthappropriationsfor thenext fiscal yearneededto fund, over
aperiodof [20] ten yearsfrom July 1, [1991] 2002,the additionalmonthly
supplementalannuity providedfor in this section.Theboard shall submit
the actuary’s estimation to the Secretaryof the Budget on or before
November1 of eachyear.If, in anyyearafter 1988,theamountestimatedis
disapprovedunder section 610 of the act of April 9, 1929 (P.L.177,
No.175), known as The Administrative Code of 1929, as insufficient to
meet the funding requirementsof this subsectionor is not appropriatedon
or before July 1, the additionalsupplementalannuityprovided for in this
section shall be suspendeduntil such time as an amount certified and
approvedassufficientisappropriated.

§ 8348.3. Supplementalannuitiesconunencing1994.

(1) Funding.—~Notwithstandingsection8328(d)(relatingto actuarial
cost method), the] The additional liability for the increasein benefits
providedin this sectionshall befundedin equaldollar annualinstallments
[increasingby 5% eachyear] over a period of [20] ten yearsbeginning
July 1, [1995] 2002.

§ 8348.5. Supplementalannuitiescommencing1998.

(1) Funding.—~Notwithstandingsection8328 (relatingto actuarial
cost method),the] The additional liability for the increasein benefits
providedin this sectionshall befundedin equaldollarannualinstallments
[increasingby 5% eachyear] over a period of [20] ten yearsbeginning
July 1, [1998] 2002.Notwithstandingthe provisionsof section212of the
actof April 22, 1998 [(P.L. , No.6A)] (P.L.1341,No.6A), known as the
GeneralAppropriation Act of 1998,regardingpaymentfor cost-of-living
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increasesfor annuitants,paymentsfor cost-of-livingincreasesfor annuitants
shalli bemadeundersection8535 (relating to paymentsto schoolentitiesby
Commonwealth).

§ 8501. Public SchoolEmployees’RetirementBoard.
(a) Status and membership.—Theboard shall be an independent

administrativeboard and shall consist of 15 members: the Secretaryof
Education,ex officio; the State Treasurer,ex officio; two Senators;two
membersof the House of Representatives;the executivesecretaryof the
PennsylvaniaSchoolBoardsAssociation,ex officio; two to beappointedby
the (3overnor,at leastoneof whom shall not be a schoolemployeeor an
officer or employee of the State; three to be elected by the active
professionalmembersof the systemfrom amongtheir number;one to be
electedby annuitantsfrom amongtheir number;oneto be electedby the
active nonprofessionalmembersof the systemfrom among their number;
and one to be electedby membersof Pennsylvaniapublic school boards
from amongtheirnumber.Theappointmentsmadeby theGovernorshallbe
confirmedby the Senateandeachelectionshall beconductedin a manner
approvedby the board. The terms of the appointedand nonlegislative
electedmembersshallbethreeyears.Themembersfrom theSenateshallbe
appointedby the Presidentprotemporeof the Senateandshall consistof
onememberfrom the majority and onememberfrom the minority. The
membersfrom the House of Representativesshall be appointedby the
Speakerof the Houseof Representativesandshall consistof one member
from the majority and one member from the minority. The legislative
membersshallserveon theboard for the durationof [the terms for which
they were elected.] their legislative terms and shall continueto serve
until 30 days after the convening of the next regular sessionof the
GeneralAssemblyafter the expiration of their respectivelegislativeterms
or until a successoris appointedfor the new term, whicheveroccursfirst.
Thechairmanof the boardshall beelectedby theboardmembers.Eachex
officio memberof the boardandeachlegislativememberof theboardmay
appointadulyauthorizeddesigneeto act inhis stead.

(b) [Appointmentandtermsof initial members.—Forthe purposes
of securing an orderly transition and staggeredterms, the elected
membersof the boardservingon the effective dateof this part shall
serveuntil the expirationof their respectiveterms.The boardmember
initially electedby membersof Pennsylvaniapublic schoolboardsshall
serveuntil January1, 1976.The board memberinitially electedby the
activenonprofessionalmembersof the systemshallserveuntilJanuary
1, 1977.Oneof the initial boardmembersappointedby the Governor
afterthe effectivedateof this partshallserveuntil January1, 1976 and
the secondappointedboardmembershall serveuntil January1, 1977.]
Vacancies.—Avacancyoccurringduring the term of any membershall be
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filled for theunexpiredtermby asuccessorappointedor electedasthe case
maybe in thesamemannerashispredecessor.

§ 8502. Administrativedutiesof board.
***

(m) Member contributionsand interest.—Theboardshall causeeach
member’scontributions,includingpayroll deductions,pickupcontributions
andall otherpayments,including, but not limited to, amountscollectedby
the StateEmployees’RetirementSystemfor the reinstatementofprevious
schoolserviceor creditablenonschoolserviceandamountspaidto return
benefitspaidafter the date of return to schoolservice or enteringState
service representing lump sum paymentsmade pursuant to section
8345(a)(4)(iii) (relating to member’s options) and member’s annuity
payments,but not including other benefitsreturned pursuantto section
8346(a.1) (relating to termination of annuities), to be credited to the
accountof suchmemberandshallpay all suchamountsinto the fund. Such
contributions shall be credited with statutory interest until date of
terminationof service,exceptin the caseof a vestee,who shallhavesuch
interestcrediteduntil the effective dateof retirementor until the returnof
his accumulateddeductions,if he so elects; andin the caseof amultiple
servicememberwho shall havesuchinterestcrediteduntil terminationof
servicein boththeschoolandtheStatesystems.

[~8502.1. Healthinsurance.
(a) Authority.—Theboardmaysponsora participant-fundedgroup

health insurance program for annuitants,spouses of annuitants,
survivorannuitantsand their dependents.The board may promulgate
regulations regarding the prudentand efficient operation of the
program,including,but not limited to:

(1) Establishment of an annual budget and disbursements in
accordancewith the budget.

(2) Determinationof thebenefitsstructure.
(3) Determinationof enrollmentprocedures.
(4) Establishmentof premiumratessufficient to fully fund the

program,including administrativeexpenses.
(5) Contractingfor goods,equipment,services,consultantsand

otherprofessionalpersonnelasneededto operatethe program.
(b) Separate account.—All funds related to the health insurance

programshall be maintainedand accountedfor separatelyfrom the
PublicSchoolEmployees’RetirementFund.

(c) Operation.—Theboardmay establishand operatethe program
throughalawfully authorizedentity.

(d) Additional requirements.—Theassetsof the fund shallnot be
liable or utilized for paymentof any expensesor claims incurred by the
healthinsuranceprogram.The programshall be an approvedhealth
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insuranceprogram for purposesof section8505(i) (relating to duties of
board regarding applications and elections of members) and an
approved insurance carrier for purposes of section 8509 (relating to
health insurance premium assistanceprogram). The program shall not
be subject to the provisions of section 8531 (relating to State
guarantee).]

Section4.1. Title 24 isamendedby adding asection to read:
~8502.2. Health insurance.

(a) Authority.—Theboard may sponsora participant-fundedgroup
health insuranceprogramfor annuitants, spousesof annuitants,survivor
annuitantsand their dependents.Theboard maypromulgateregulations
regardingtheprudentand efficientoperationof the program, including,
butnotlimited to:

(1) Establishmentof an annual budget and disbursementsin
accordancewith the budget.

(2) Determinationofthe benefitsstructure.
(3) Determinationofenrollmentprocedures.
(4) Establishmentof premium rates sufficient to fully fund the

program, includingadministrativeexpenses.
(5) Contracting for goods,equipment, services,consultantsand

otherprofessionalpersonnelasneededto operatetheprogram.
(b) Separateaccount.—All funds related to the health insurance

program shall be maintained and accountedfor separatelyfrom the
PublicSchoolEmployees’RetirementFund.

(c) Operation.—The board may establishand operatethe program
through a lawfully authorizedentity.

(d) Additional requirements.—Theassetsof the fund shall not be
liable or utilizedfor paymentof any expensesor claims incurred by the
health insurance program. The program shall be an approvedhealth
insuranceprogramfor purposesof section8505(i) (relating to dutiesof
boardregardingapplicationsand electionsof members)and an approved
insurance carrier for purposes of section 8509 (relating to health
insurance premium assistanceprogram). The program shall not be
subjectto the provisionsof section8531(relating toStateguarantee).

Section4.2. Sections8503(a)and8504(b)of Title 24 are amendedto
read:
§ 8:503. Dutiesof boardtoadviseandreporttoemployersandmembers.

(a) Manual of regulations.—Theboard shall, with the adviceof the
AttorneyGeneralandthe actuary,prepare,within 90 daysof the effective
date of this part, a manualincorporatingrulesandregulationsconsistent
with the provisions of this part for the employers who shall make
information containedtherein availableto the general membership.The
boardshallthereafteradvisetheemployerswithin 90 daysof anychangesin
suchrulesandregulationsdueto changesin the law or dueto changesin
administrativepolicies. As soon as practicableafter the commissioner’s
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publicationwith respectthereto,theboardshallalsoadvisetheemployersas
to any cost-of-living adjustmentfor the succeedingcalendaryear in the
amountof thelimitation under IRC § 401(a)(17)and the dollaramountsof
the limitationsunderIRC ~415(b).

§ 8504. Dutiesof boardtoreportto StateEmployees’RetirementBoard.

(b) Multiple servicemembershipof Stateemployees.—Uponreceiptof
notification from the State Employees’ RetirementBoard that a former
school employeehas becomean active memberin the State Employees’
RetirementSystemandhaselectedto receivecredit for multiple service,the
board shall certify to the State Employees’ Retirement Board and
concurrentlyto themember:

(1) The totalcreditedservicein the systemandthe numberof years
andfractionalpartof ayearof servicecreditedin eachclassofservice.

(2) The annual compensationreceived each school year by the
memberfor creditedschoolservice.

(3) The amountof the deductionsand the periodover which they
are to be madetf the memberhas electedpayrolldeductionspursuant
to section8323 (relating to membercontributionsfor creditableschool
service)or 8324 (relating to contributionsfor purchaseof creditfor
creditablenonschoolservice).

Section 5. Section 8505(b) of Title 24 is amendedand the sectionis
amendedby addinga subsectiontoread:
§ 8505. Dutiesof boardregardingapplicationsandelectionsof members.

(b) State employeeselecting multiple service status.—Upon receipt of
notification from the State Employees’RetirementBoard that a former
school employeehasbecomean active member in the State Employees’
Retirement Systemand has electedto becomea memberwith multiple
servicestatus,theboardshall:

(1) In caseof a member who is receiving an annuity from the
system~,discontinue]:

(i) Discontinue payments,transfer the presentvalue~,at that
time,] of themember’sannuityat the time of enteringStateservice,
plus the amount withdrawn in a lumpsumpayment,on orafter the
dateof enteringStateservice,pursuantto section8345 (relating to
member’soptions),with statutoryinterest to dateof transfer,minus
the amount to be returned to the board on account of return to
service that the board has determinedis to be credited in the
members’savingsaccount, from the annuity reserveaccountto the
members’savingsaccountandresumecreditingof statutoryinterest
on theamountrestoredto hiscredit [and transfer].
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(ii) Transfer thebalanceof thepresentvalueof the totalannuity,
minus the amountto bereturned to the boardon accountofreturn
toservicethat the boardhasdeterminedis to becreditedin the State
accumulationaccount, from the annuityreserveaccountto the State
accumulationaccount.

(iii) Certify to the memberthe amountof lump sumandannuity
paymentswith statutory interest the memberis to return to the
boardand,of thoseamounts,which amountshall be creditedto the
members’savingsaccount and credited with statutory interestas
suchpaymentsare returnedand which amountshall be creditedto
the Stateaccumulationaccount.
(2) In caseof a memberwho is not receivingan annuity from the

systemandwhohasnot withdrawnhisaccumulateddeductions,continue
or resume the crediting of statutory interest on his accumulated
deductions.

(3) In caseof a memberwho is not receivingan annuity from the
systemandhis accumulateddeductionswerewithdrawn,certify to the
membertheaccumulateddeductionsastheywould havebeenatthetime
of his separationhad he beena full coveragemembertogetherwith
statutoryinterestfor all periodsof subsequentStateandschoolserviceto
thedateof repayment.Suchamountshallberestoredby him andshallbe
creditedwith statutoryinterestassuchpaymentsarerestored.
* * *

(k) Schoolemployeeselecting multiple servicestatus.—Uponreceipt
of notification from the State Employees’ Retirement Board that a
member who has elected multiple service membershiphas elected to
restoreStateserviceor purchasecreditablenonstateservicein the State
Employees’RetirementSystemor is obligatedto return benefits to the
State Employees’ Retirement Board on account of electing multiple
servicemembershiphaselectedto payall orpart of the amountduetothe
StateEmployees’RetirementBoard by salarydeductions,the boardshall
collectfrom the employeethe amountscertified by the StateEmployees’
RetirementBoard as dueand owing by the memberand shall certify and
transfer to the State Employees’ RetirementBoard the amounts so
collected.

Section 6. Sections 8506(c),(g) and (Ii), 8507(c) and (g), 8509(b),
8521(h),(i) and(j) and8525(a)of Title 24 areamendedto read:
§ 8506. Duties of employers.

(c) Memberandemployercontributions.—Theemployershallcertify to
its treasurerthe requiredmembercontributionspicked up andanyother
contributions, including, but not limited to, amounts collectedfor the
State Employees’ Retirement Board for the reinstatementof previous
State serviceor creditable nonstate service and amountspaid to return
benefitspaid after the date of return to Stateserviceor enteringschool
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service,deductedfrom each payroll. On July 1, 1996, andupon any later
effective date of employment of any noneligible member to whom
[limitation] limitations under IRC § 401(a)(17)or 415(b) applies or is
expectedto apply, the employer shall identify to its treasureror other
payroll administratorthe memberor membersto whom suchlimit applies
or may apply and shall causeany such member’scontributionsdeducted
from payroll andthe employer’scontributionon his behalfto ceaseat the
[limitation] limitations under IRC § 40l(a)(17) or 415(b) on the payroll
dateif andwhensuchlimit shallbereached.Thetreasurershallremit tothe
secretaryof theboardeachmonththetotal of themembercontributionsand
the amountduefrom the employerdeterminedin accordancewith section
8327 (relating to paymentsby employers).If, uponcrediting theremittance
of anoneligiblemember’scontributionsto the member’ssavingsaccount,
the boardshall determinethat suchaccountshall havebeencreditedwith
pickup contributionsattributableto compensationwhich is in excessof the
annualcompensationlimit under IRC § 40l(a)(17)or415(b),or with total
membercontributions for suchmemberwhich would causesuchmember’s
contributions or benefits to exceed any applicable limitation on
contributionsor benefitsunder IRC § 401(a)(l7) or415(b),theboardshall
as soon as practicablerefundto the memberfrom his individual member
accountsuch amount,togetherwith the statutoryinterest thereon,as will
causethe member’stotal membercontributionsnot to exceedtheapplicable
limit. Thepaymentof any suchrefundto the membershall be chargedto
themember’ssavingsaccount.

(g) FormerStateemployeecontributors.—Theemployershall, upon the
employment of a former member of the State Employees’ Retirement
Systemwhois not anannuitantof theStateEmployees’RetirementSystem,
advise such employeeof his right to elect multiple service membership
within [30] 365 days of entry into the system and, in the caseany such
employeewho soelectshaswithdrawn his accumulateddeductions,require
him to restorehisaccumulateddeductionsasthey would havebeenat the
time of his separationhadhe beena full coveragemember,togetherwith
statutoryinterestfor all periodsof subsequentStateandschool serviceto
dateof repayment.The employershalladvisetheboardofsuchelection.

(h) FormerState employeeannuitants.—Theemployershall,upon the
employmentof an annuitantof the StateEmployees’ RetirementSystem
who appliesfor membershipin the system,advise suchemployeethat he
mayelectmultiple servicemembershipwithin [301 365 daysof entry into
the systemand that if he so electshis annuity from the StateEmployees’
RetirementSystem will be discontinuedeffective upon the date of his
return to school service and, upon termination of school service and
applicationfor an annuity,the annuity will be adjustedin accordancewith
section 8346 (relating to termination of annuities). The employer shall
advisetheboardof suchelection.
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§ 8507. Rightsanddutiesof schoolemployeesandmembers.

(c) Multiple service membership.—Any active member who was
formerlyanactivememberin theStateEmployees’RetirementSystemmay
elect to becomeamultiple servicemember.Such election shall occurno
later than[30] 365 daysafter becomingan activememberin this system.

(g) Vesting of retirementrights.—If a member elects to vest his
retirementrights, he shall nominateabeneficiaryby written designation
filed with the board and he may anytime thereafter withdraw the
accumulateddeductionsstandingto his credit or, if he has [ten] five or
moreeligibility points,applyfor anannuity.

§ 8509. Healthinsurancepremiumassistanceprogram.

(b) Amount of premium assistance.—~EffectiveJuly 1, 1992,
participating] Participating eligible annuitantsshall receive premium
assistancepayments[of $55per month or the actual monthly premium,
whicheveris less] asprovidedin paragraphs(1) and (2). Such payments
shall be madeby theboardto theparticipatingeligible annuitantsfor their
paymentdirectly to their approvedinsurancecarriers.Suchpaymentsmay
also be paid by the board, at the board’s discretion, directly to the
participatingeligible annuitants’approvedinsurancecarriers. The board
shallhavetheright to verify theapplicationandreceiptof thepaymentsby
the participatingeligible annuitantsandtheir approvedinsurancecarriers.
Thepremiumassistancepaymentsareasfollows:

(1) EffectiveJuly 1, 1992,$55 per month or the actual monthly
premium, whicheveris less.

(2) Effective January 1, 2002, $100 per month or the actual
monthlypremium,whicheveris less.
* * *

§ 8521. Managementof fund andaccounts.
* * *

(h) Venturecapital~.—Venturecapital investmentsshall be limited to
not more than 2% of the book value of the total assetsof the fund as
determined for financial statement purposes as of June 30 next
preceding the date of investment. An investment shall be deemeda
venture capital investment if it results in the acquisition of equity
interests or a combination of debt and equity interests in a business
which is expectedto grow substantially in the future and in which the
expected return on investment is to come predominantly from an
increase in value of the equity interests and are not interests in or
securedby real estate.A venture capital investment may be madeonly
if, in the judgment of the board, the investment is reasonably likely to
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enhancethe general welfare of this Commonwealth and its citizensand
meets the standard of prudence set forth in subsection (a). In
determining whether the investment meets the standard of prudence,
the board may consider, together with the expectedreturn on and the
risk characteristics of the particular investment, the actual and
expectedfuture returns and the risk characteristics of the total venture
capital investments held by the board at the time and the degree to
which the proposed new investment would promote further
diversification within the venture capital assetclass.],privateplacement
and alternative investments.—Theboard in its prudentdiscretion may
makeany venture capital investment,private placementinvestmentor
other alternative investmentof any kind, structure or manner which
meetsthe standardofprudencesetforth in subsection(a).

(i) Vehicles for authorizedinvestinents.—Theboard in its prudent
discretionmaymakeany investmentswhichmeetthe standardof prudence
setforth in subsection(a) by [becominga limited partnerin partnerships
that will hold such investments, or by acquiring shares or units of
participation or otherwise participating beneficially in bank collective
trustsor in the separateaccountsof any insurancecompanyauthorized
to do businessin this Commonwealth, or by acquiring stocksor shares
or units of participation or otherwise participating beneficially in the
fund of any corporation or trust organized or created and existing
under the laws of the United Statesor of any state,district or territory
thereof which fund is maintained for and consistsof assetsof employees’
benefit trusts, including governmental plans as defined in IRC § 414(d)
or which meet the requirements for qualification under IRC § 401]
acquiring any typeof interestin a businessorganizationexisting under
the lawsof anyjurisdiction, providedthat, in any suchcase,the liability of
the Public School Employees’ RetirementFund shall be limited to the
amountof its investment.

(j) Legislative declaration concerning certain authorized
investments.—TheGeneralAssembly fmds and declaresthat authorized
investmentsof thefund madeby or on behalfof theboardunderthissection
wherebythe boardbecomesa joint owner or stockholderin any company,
corporation [or], associationor other lawful businessorganization are
outsidethe scopeof the original intent of and [therefor] thereforedo not
violate the prohibition set forth in section 8 of Article VIII of the
Constitutionof Pennsylvania.
§ 8525. Annuity reserveaccount.

(a) Creditsandchargesto account..—Theannuityreserveaccountshall
be the ledgeraccountto which shall becreditedthe reservesheld for the
paymentof annuitiesanddeathbenefitson accountof all annuitantsandthe
contributionsfrom the Commonwealthandother employersas determined
in accordancewith section8328 (relating to actuarialcostmethod)for the
paymentof the supplementalannuitiesprovidedin sections8348 (relating
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to supplementalannuities), 8348.1 (relating to additional supplemental
annuities) [and], 8348.2 (relating to further additional supplemental
annuities),83483(relating to supplementalannuitiescommencing1994),
8348.4(relating to specialsupplementalpostretirementadjustment)and
8348.5 (relating to supplementalannuities commencing 1998). The
annuityreserveaccountshall be creditedwith valuationinterest. After the
transfersprovidedin sections8523 (relating to members’savingsaccount)
and8524 (relating to Stateaccumulationaccount),all annuity and death
benefitpaymentsshall be chargedto the annuity reserveaccountand paid
from thefund.

Section7. Title 24 is amendedby addingapart toread:

PART V
HEALTH INSURANCEFORRETIREDSCHOOLEMPLOYEES

Chapter
87. PreliminaryProvisions
89. Group HealthInsuranceProgram
91. MiscellaneousProvisions

CHAPTER87
PRELIMINARY PROVISIONS

Sec.
8701. Shorttitle of part.
8702. Definitions.

§ 8701. Shorttitle of part.
Thispartshall beknown andmaybe citedasthe PublicSchoolRetirees’

HealthInsuranceAct.
§ 8702. Definitions.

(a) General rule.—Subject to additional defmitions contained in
subsequentprovisions of this part which are applicable to specific
provisionsof this part, thefollowing wordsandphraseswhenused in this
pan;shallhavethe meaningsgivento themin thissectionunlessthe context
clearlyindicatesotherwise:

“Eligible person.” An individual who is an annuitantor survivor
annuitantor thespouseor dependentof anannuitantor survivorannuitant.

“Fund.” ThePublic SchoolRetirees’HealthInsuranceFund.
“Plan year.” TheperiodJuly 1, 2001,throughDecember31,2001,shall

be the first planyear.After December31, 2001,the plan yearshall bethe
calendaryear.

“Program.” Thegrouphealthinsuranceprogramthatmaybe sponsored
by ihe Public SchoolEmployees’RetirementBoardunderthis part.

‘Reserveaccount.” Therestrictedreceiptaccountestablishedin section
8902(b)(relating to Public SchoolRetirees’Health InsuranceFund).



SESSIONOF 2001 Act200l-9 53

(b) Additional terms.—Any term used in this part not defined in
subsection(a) shallbegovernedby thedefinitions givenin Part IV (relating
to retirementfor schoolemployees),andthe definitions set forth in PantIV
shallbedeemedtobeincorporatedinto thispart.

CHAPTER89
GROUPHEALTH INSURANCEPROGRAM

Sec.
8901. Administration.
8902. Public SchoolRetirees’HealthInsuranceFund.
8903. Managementof fund.

§ 8901. Administration.
The boardmay sponsoragrouphealth insuranceprogramto be funded

by andfor eligible persons.Theboardmayadministertheprogramitself or
throughany legal entity authorizedby law to do so. Theprogrammayalso
beadministeredin wholeor in panton a fully insuredor self-fundedbasisat
the board’s sole discretion. In addition to the powers grantedby other
provisions of this part, the board shall have the powers necessaryor
convenientto carryout thispart, including, butnot limited to, thepower to:

(1) Set andadjustpremiumratessufficientto maintaintheadequacy
of the reserveestablishedby this part and to fully fund the benefits
offered by and to pay for the administrativeexpensesrelatedto the
program.

(2) Determineandmakenecessarychangesto the benefit structure
for theprogram.

(3) Determineenrollmentprocedures.
(4) Imposeandcollectnecessaryfeesandcharges.
(5) Establish an annual budget for the program and make

disbursementsfrom the fund thatareconsistentwith thebudget.
(6) Contractfor goods, equipment,services,consultantsand other

professionalpersonnelasneededto operatetheprogram.
(7) Providefor an annualaudit of the fund andthe programby an

independentcertifiedpublicaccountingfirm.
(8) Terminatethe programor anyportionof the programat anytime

if, in theboard’sdiscretion,it is prudentto do so.
(9) Solicit and acceptgifts, grants,loans and other aid from any

person,corporationor other legal entity or from the Federal,State or
local government and participate in any Federal, State or local
government program if necessaryfor prudent managementof the
program.

(10) Hearanddetermineanyclaimsandcontroversiesunderthispart
under 2 Pa.C.S.Ch. 5 Subch.A (relating to practiceandprocedureof
Commonwealth agencies)and Ch. 7 Subch. A (relating to judicial
reviewof Commonwealthagencyaction). Theboard’sjurisdictionunder
thisparagraphshallbeexclusive.
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(11) Promulgaterulesandregulationsregardingtheprogram.
§ 8902. Public SchoolRetirees’HealthInsuranceFund.

(a) Establishmentof fund.—The Public School Retirees’ Health
InsuranceFundis establishedin theStateTreasury.Themoneysof thefund
areappropriatedon acontinuingbasisandshallbeusedexclusivelyfor the
purposesset forth in this pant. All of the assetsof the fund shall be
maintainedandaccountedfor, separatefrom all other fundsandmoneysof
the Commonwealthand the Public School Employees’ RetirementFund
identifiedin section8522(relating to PublicSchoolEmployees’Retirement
Fund).

(b) Reserveaccount.—
(1) A restrictedreserveaccountis establishedwithin thefund for the

purposeof establishingand maintaininga reservesufficient to pay the
expectedclaimsexperienceof the programin the eventthe boardelects
to self-fundall or aportionof the programfor any planyears.For the
planyear2002 andeachplanyear thereafter,the boardshall annually
establishthroughan actuaryretainedby theboard theamountnecessary,
if any, to maintainthis reservein theeventthe boardelectsto self-fund
all or aportionof theprogramfor anyplanyears.Anymoneysneededto
maintain the reserveestablishedby this subsectionshall be collected
through the adjustmentof premiumratesor through other available
sources.

(2) Themoneysin thereserveaccountmaybe investedby theboard
separatefrom other moneysof the fund. All earningsderived from
investmentof the assetsof the reserveaccountshall be creditedto the
reserveaccount.
(c) Transfers.—Theboard may transfermoneysamong the various

accounts of the fund, including the reserve account establishedby
subsection(b), as maybenecessaryto satisfy the provisionsof this part.
Transfersfrom the reserveaccountmay bemadeonly for the paymentof
claims or expectedclaims as determinedby the actuaryretainedby the
board.

(d) Administration.—Theassetsof thefund shallbepreserved,invested
andexpendedsolelypursuantto andfor thepurposessetforth in thispart.

(e) Composition.—Thefund shall consistof:
(1) All paymentsmadeby eligible personsor receivedfrom the

healthinsuranceaccountestablishedby section 8526 (relating to health
insuranceaccount)andall interest,earningsandadditionsthereto.

(2) Any other money, public or private, appropriatedor made
availableto the boardfor thefund or thereserveaccountfrom anysource
andall interest,earningsandadditionsthereto.

§ 8903. Managementof fund.
(a) Controlandmanagementof fund.—Themembersof the boardshall

be the trusteesof the fund. Regardlessof any other provisionsof law
governingthe investmentof funds underthe control of an administrative
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boardof theStategovernment,thetrusteesshallhaveexclusivecontroland
managementof the fund andfull power to invest the fund in accordance
with the provisionsof this section,subject,however,to the exerciseof that
degreeof judgment,skill andcareunderthe circumstancesthenprevailing
which personsof prudence,discretionand intelligencewho are familiar
with suchmattersexercisein the managementof their own affairs,not in
regardto speculationbut in regardto thepermanentdispositionof the fund,
consideringthe probable income to be derivedtherefrom as well as the
probablesafety of their capital. The trusteesshallhavethe power to hold,
purchase,sell, lend,assign,transferor disposeof any of the securitiesand
investmentsin which any of the moneys in the fund shall have been
investedas well as of the proceedsof the investments,including, but not
limited to, directedcommissionswhich haveaccruedto the benefitof the
fund as a consequenceof the investmentsandof the moneysbelonging to
the fund, subjectin everycaseto meetingthestandardof prudencesetforth
in this section.

(b) Custodianof fund.—TheStateTreasurershall be the custodianof
thefund.

(c) Paymentfrom fund.—All paymentsfrom the fund shallbemadeby
the StateTreasurerin accordancewith requisitionssignedby the secretary
of the boardor the secretary’sdesigneesandratified by resolutionof the
board.Theboardshall reimbursethe StateTreasurerfor the costof making
disbursementsfrom thefund in themannerprovidedby law.

CHAPTER91
MISCELLANEOUS PROVISIONS

Sec.
9101. Statusof programrelativeto Public SchoolEmployees’Retirement

Code.
9102. Constructionof part.

§ 9101. Statusof programrelativeto Public SchoolEmployees’Retirement
Code.

(a) Generalrule.—Theprogramshall bean approvedhealthinsurance
program for purposesof section 8505(i) (relating to duties of board
regardingapplicationsandelectionsof members)andshallbe an approved
insurancecarrier for purposesof section8509 (relating to healthinsurance
premiumassistanceprogram).

(b) Stateguarantee.—Theprogramshallnot besubjectto the provisions
of section8531 (relatingto Stateguarantee).

(c) Hold harmless.—Neitherthe Commonwealth nor the board,
includingtheir respectiveofficers, directorsandemployees,shallbe liable
for anyclaims,demands,actionsor liability of any nature,including, but
not limited to, attorneyfeesandcourt costs,basedupon or arisingout of the
operationof the program, whether incurred directly or indirectly. The
eligible participantswho enroll and participatein the program shall be
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deemedto agree,on behalfof themselvesand their heirs, successorsand
assigns,to holdharmlesstheCommonwealthandtheboard,includingtheir
respectiveofficers, directorsand employees,from any claims, demands,
actionsor liability of any nature,whetherdirectlyor indirectly, including
attorneyfeesandcourt costs,basedupon or arisingout of the operationof
theprogram.

(d) No recourse.—Underno circumstancesshall the assetsof the
Commonwealthor those that comprise the Public School Employees’
RetirementFund as set forth in section 8522 (relating to Public School
Employees’ RetirementFund) be liable for or used to pay any claims,
demands,actions or liability of any nature,whetherdirectly or indirectly,
including, but not limited to, attorneyfeesandcourt costs,basedupon or
arisingout of the operationof theprogram.

(e) Reservationof immunities.—Nothingcontainedin this part shallbe
construedas a waiver of the Commonwealth’sor board’s immunities,
defenses,rights or actions arisingout of their sovereignstatusor from the
EleventhAmendmentto the Constitutionof theUnitedStates.
§ 91L02. Constructionof part.

(a) Generalrule.—No provision of this part shall be construedas a
cancellationof anyexistinghealthinsuranceprogramoperatedby theboard
or referencedin section32 of the act of August5, 1991 (P.L.183, No.23),
entitled“An actamendingTitles 24 (Education)and71 (StateGovernment)
of the PennsylvaniaConsolidatedStatutes,further providing for the Public
SchoolEmployees’RetirementSystemandthe StateEmployees’Retirement
System; adding and amendingcertaindefinitions; further providing for
membershipin the systems,for creditablenonschoolandnonstateservice
and the purchaseof credit, for incentivesfor specialearly retirement,for
contributionsto theretirementfunds,for annuitiesandthe rightsandduties
of annuitants, for health insurance premium assistance,for board
membershipandfor there-amortizationandmanagementof the retirement
funds.”

(b) Natureof rights.—Any termination or other modification of the
program,including, but not limited to, a changein premiumrates,benefit
options or structure or insuranceproviders, shall not give rise to any
contractualrights or claims by any eligible personsor any other person
claiming an interest, either directly or indirectly, in the program. No
provision of this part nor any rule or regulationadoptedpursuantto this
partshall createinanypersonacontractualright in thatprovision.

Section 8. The definitions of “active member,” “class of service
multiplier,” “creditedservice,”“inactivemember,”“salarydeductions”and
“vestee” in section5102of Title 71 areamendedandthe sectionis amended
byaddingdefinitionsto read:
§ 5102. Definitions.
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Thefollowing wordsand phrasesas usedin this part,unlessadifferent
meaning is plainly required by the context, shall have the following
meanings:

“Active member.” A Stateemployee,or amemberon leavewithoutpay,
for whom pickup contributionsare being madeto the fund or for whom
suchcontributionsotherwiserequiredfor currentStateservicearenot being
madesolely by reasonof section5502.1 (relating to waiver of regular
member contributions and Social Security integration member
contributions) or any provision of this part relating to the [limitation]
limitations under section 40l(a)(l7) or section 415(b) of the Internal
RevenueCode of 1986 (Public Law 99-514, 26 U.S.C. § 401(a)(l7)or
415(b)).

“Actuarial increasefactor.” A factor calculated at the member’s
birthdayby dividing the costof a dollarannuity basedon the ageof the
memberon the member’simmediatelypreviousbirthday by the costofa
one-yeardeferreddollar annuity calculatedat that sameage. Unlessthe
memberterminatesStateor schoolserviceon the member’sbirthday, the
actuarial increasefactorfor the yearof terminationshall beadjustedby:

(1) subtractingonefrom the calculatedfactor; then
(2) dividing the d4fferenceby twelve;then
(3) multiplying the resulting quotient by the number of whole

monthsbetweenthe member’simmediatelypreviousbirthdayand the
dateof termination ofservice;then

(4) addingoneto the resultingproduct.

“Classof servicemultiplier.”
Classof Service Multiplier

A 1
AA for all purposes

except
calculatingregular
membercontributions
on compensation
paidprior to
Januaryl,2002 1.25

AA for purposes
of calculating
regular member
contributions
on compensation
paidprior to
January1,2002 1

B .625
C 1
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I)
I)-! prior to

January1, 1973
1)-i onand

subsequentto
January1, 1973

I)-2 prior to
January1, 1973

l)-2 on and
subsequentto
January1, 1973

1)-3 prior to
January1, 1973

1)-3 on and
subsequentto
January1, 1973

D-4 for all purposes
except
calculating
regular member
contributions
on compensation
paidprior to
July 1, 2001

D-4 for purposesof
calculating
regular member
contributions
on compensation
paidprior to
July1, 2001

E, E-1 prior to
January1, 1973

E,E-l onand
subsequentto
January1, 1973

1.25

1.875

1.731

2.5

1.731

3.75

1.731 exceptprior toDecember
1, 1974asappliedto any
additionallegislative
compensationasanofficer
of theGeneralAssembly

3.75

I

2 for eachof thefirst ten
yearsofjudicial service,

1.5 for eachsubsequentyear
of judicial service

1.5

and

1.50 for eachof thefirst
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tenyearsof judicial
serviceand

1.125 for eachsubsequentyear
ofjudicial service

E-2 prior to
September1, 1973 1.5

E-2 on and
subsequentto
September1, 1973 1.125

G 0.417
H 0.500
I 0.625
J 0.714
K 0.834
L 1.000
M 1.100
N 1.250
T-C (Public School 1

Employees’
RetirementCode)

“Credited service.” Stateor creditablenonstateservicefor which the
requiredcontributionshavebeen made~,Jor for which the contributions
otherwiserequired for such service were not made solely by reasonof
section5502.1 (relating to waiver of regular membercontributions and
SocialSecurity integration membercontributions) oranyprovisionof this
part relating to the [limitation] limitations under section 401(a)(17)or
415(b) of the InternalRevenueCodeof 1986 (PublicLaw99-514,26 U.S.C.
§ 401(a)(17) or 415(b)), or for which salary deductionsor lump sum
paymentshavebeenagreeduponin writing.

“Inactivemember.” A memberfor whom no pickup contributionsare
being made, except in the caseof an active member for whom such
contributionsotherwiserequiredfor current State service are not being
madesolely by reasonof section5502.1 (relating to waiver of regular
member contributions and Social Security integration member
contributions) or any provision of this part relating to the [limitationi
limitations undersection401(a)(17)or415(b) of the InternalRevenueCode
of 1986 (Public Law 99-514,26 U.S.C. § 401(a)(17)or 415(b)), but who
hasaccumulateddeductionsstandingto his credit in the fund andwhois
not eligible to becomeor hasnot electedto becomeavesteeor hasnot filed
anapplicationfor anannuity.

“Salarydeductions.”Theamountscertifiedby theboard,deductedfrom
thecompensationof an activemember,or the schoolservicecompensation
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of a multiple service memberwho is an active memberof the Public
Schi,olEmployees’RetirementSystem,andpaidinto thefund.

* * *

“State police officer.” Any officer or memberof the Pennsylvania
StatePolice who, on or afterJuly 1, 1989,shall have beensubjectto the
terms ofa collectivebargainingagreementor binding interestarbitration
awardestablishedpursuanttothe actofJune24, 1968(P.L.237,No.111),
referredtoasthe PolicemenandFiremen CollectiveBargaining-Act.

* * *

‘Vestee.” A memberwith [ten] five or more eligibility points, or a
memberwith ClassG, ClassH, ClassI, ClassJ, ClassK, ClassL, ClassM
or ClassN service with [eight] five or more eligibility points, who has
terminatedState service and has electedto leave his total accumulated
deductionsin thefund andto deferreceiptof anannuity.

Section9. Sections5302(a),5303(b),5304(a)and5305(b)of Title 71
areamendedtoread:
§ 5302. CreditedStateservice.

(a) Computationof credited service.—In computing credited State
serviceof a memberfor the determinationof benefits,afull-time salaried
State employee, including any memberof the GeneralAssembly, shall
receivecredit for servicein eachperiod for which contributionsas required
are made,or for which contributionsotherwiserequiredfor such service
were not madesolely by reasonof section5502.1 (relating to waiver of
regular membercontributions and Social Security integration member
contributions) or any provision of this part relating to the [limitation]
limitations under IRC § 401(a)(17) or 415(b), but in no caseshall he
receivemore than one year’scredit for any 12 consecutivemonthsor 26
consecutivebiweekly pay periods. A per diem or hourly State employee
shall receiveoneyearof creditedservicefor eachnonoverlappingperiod of
12 consecutivemonthsor 26 consecutivebiweeklypayperiodsin which he
is employedandfor which contributionsaremadeor would havebeenmade
but for such[limitation] waiverundersection5502.1 or limitations under
the IRC for atleast220daysor 1,650hoursof employment.If themember
was employedandcontributionsweremadefor lessthan220daysor 1,650
hours,heshall becreditedwith a fractionalportionof ayeardeterminedby
theratio of thenumberof daysor hoursof serviceactuallyrenderedto 220
daysor 1,650hours,asthecasemaybe.A part-timesalariedemployeeshall
becreditedwith thefractional portionof the yearwhichcorrespondsto the
numberof hoursor daysof service actuallyrenderedin relation to 1,650
hoursor 220 days,as thecasemaybe. In no caseshalla memberwhohas
electedmultiple servicereceivean aggregatein the two systemsof more
thanoneyearof creditedservicefor any 12 consecutivemonths.

§ 5303. Retentionandreinstatementof servicecredits.
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(b) Eligibility pointsfor prospectivecreditedservice.—
(1) Everyactivememberof the systemor a multipleservicemember

whois aschoolemployeeandamemberof thePublic SchoolrEmployees’
RetirementSystemon or after the effectivedateof thispart shallreceive
eligibility points in accordancewith section 5307 for current State
service,previous State service, or creditable nonstateservice upon
compliancewith sections5501(relating to regularmembercontributions
for current service), 5504 (relating to member contributions for the
purchaseof credit for previousStateserviceor to becomeafull coverage
member),5505 (relating to contributionsfor the purchaseof credit for
creditable nonstateservice), 5505.1 (relating to additional member
conthbutions)or 5506(relating to incompletepayments).[The] Subject
to the limitations in sections5306.1 (relating to electionto becomea
ClassAA member)and 5306.2(relating to electionsby membersof the
GeneralAssembly),the classor classesof servicein which themember
maybe creditedfor previousStateserviceprior to the effectivedateof
thispart shall be the classor classesin which hewas or could haveat
anytime electedto be creditedfor such service.Theclassof servicein
which amembershallbecreditedfor servicesubsequentto the effective
dateof this part shall be determinedin accordancewith section 5306
(relatingto classesof service).

(1.1) Everyactivememberof the systemwhoelectsto convertcounty
serviceto Stateservicepursuantto section5303.1 (relatingto electionto
convertcountyservice to Stateservice)shall receiveeligibility pointsin
accordancewith section 5307 for converted county service upon
compliancewith section 5303.1(b).The class or classesof service in
which themembermaybecreditedfor convertedcountyserviceshallbe
determinedinaccordancewith section5306(c).

(2) A specialvesteeor personotherwiseeligible tobea specialvestee
who returnsto Stateservice or withdraws his accumulateddeductions
pursuantto section 5311 (relating to eligibility for refunds)or 5701
(relatingto returnof total accumulateddeductions)shallreceiveor retain
eligibility pointsin accordancewith paragraph(1) but upon subsequent
terminationof State serviceshall only be eligible to be an annuitant
vesteeor inactivememberwithout regardto previousstatusas aspecial
vesteeand without regard to the provisionsof this part providing for
specialvestees.

(3) A specialvesteeor personotherwiseeligible tobea specialvestee
who becomesan active member of the Public School Employees’
RetirementSystemand elects multiple service shall receiveor retain
eligibility pointsasotherwiseprovidedfor in thispartand24 Pa.C.S.Pt.
IV (relating to retirementfor school employees)but upon subsequent
terminationof schoolserviceshall only be eligible to be an annuitant,
vesteeor inactive memberas otherwiseeligible as a multiple service
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memberwithout regardtopreviousstatusasaspecialvesteeandwithout
regardto theprovisionsof thispartprovidingfor specialvestees.
***

§ 5304. Creditablenonstateservice.
(a) Eligibility.—An activememberor amultipleservicememberwhois

a schoolemployeeandan activememberof the Public SchoolEmployees’
RetirementSystemshallbe eligible for ClassA servicecredit for creditable
nonstate service as set forth in subsections(b) and (c) except that
interveningmilitary service shall be credited in the class of service for
which thememberwaseligible at thetime of enteringinto military service
and for which he makes the required contributionsand except that a
multiple servicememberwhois a schoolemployeeand an active member
of the Public SchoolEmployees’RetirementSystemshall not be eligible
to purchaseservicecredit for creditable nonstate serviceset forth in
subsection(c)(5).

§ 5305. Socialsecurityintegrationcredits.
***

(b) Accrualof subsequentcredits.—Anymemberwhohassocialsecurity
integrationaccumulateddeductionsto hiscreditor is receivingabenefiton
accountof social securityintegrationcreditsmayaccrueonesocialsecurity
integration credit for each year of service as a State employeeon or
subsequentto March 1, 1974 and a fractional credit for a corresponding
fractional yearof serviceprovided that contributionsaremade, or would
have been made butfor section5502.1 (relating to waiver of regular
member contributions and Social Security integration member
contributions) or the limitations under IRC ~ 401(a)(17)or 415(b), in
accordancewith section5502 (relating to [social security] SocialSecurity
integrationmembercontributions),andhe:

(1) continuessubsequentto March 1, 1974 asan activememberin
eithertheStateor schoolsystem~

(2) terminatessuchcontinuousservicein the Stateor school system
andreturnsto activemembershipin theStatesystemwithin six months;
or

(3) terminateshis statusas a vesteeor an annuitantandreturnsto
Stateservice.

Section10. Title 71 isamendedby addingasectionto read:
§5305.1. Eligibility for actuarial increasefactor.

A personwhois:
(1) an activemember;
(2) an inactive memberon leavewithoutpay; or
(3) a multiple servicememberwho is a school employeeand an

activememberofthe Public SchoolEmployees’RetirementSystem;
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who terminatesStateserviceor schoolservice,as the casemaybe, after
attaining age70 and whoappliesfor a superannuationannuity with an
effectivedateof retirementthe dayafter the dateof termination of State
serviceor school serviceshall have that person’smaximum single ljfe
annuity calculatedpursuantto section5702(a.1) (relating to maximum
singlelçfeannuity).

Section 11. Section 5306(a)and(b) of Title 71 areamendedandthe
sectionis amendedby addingsubsectionsto read:
§ 5306. Classesof service.

(a) ClassA membership.—AStateemployeewhois amemberof Class
A on theeffectivedateof thispartor whobecomesamemberof thesystem
subsequentto the effectivedateof this part shall be classifiedas aClassA
memberandreceivecredit for ClassA serviceuponpaymentof regularand
additionalmembercontributionsfor ClassA service~.],providedthat the
State employeedoes not becomea memberof Class AA pursuantto
subsection(a.1) ora memberofClassD-4pursuantto subsection(a.2).

(a.1) ClassAA membership.—
(1) A personwho becomesa Stateemployeeandan activemember

ofthe systemafterJune30,2001,andwhois nota Statepoliceofficer
and notemployedin a positionfor which a classof serviceother than
ClassA is creditedor couldbe electedshall be classjfied asaClassAA
memberand receivecreditfor ClassAA Stateserviceuponpaymentof
regular membercontributionsfor ClassAA serviceand,subjectto the
limitations containedin paragraph(7), ~fpreviouslya memberof Class
A orpreviouslyemployedin apositionfor which ClassA servicecould
havebeenearned,shall haveall ClassA Stateservice(otherthan State
serviceperformed asa State police officer or for which a class of
serviceother than ClassA was earned or could have been elected)
classifiedasClassAA service.

(2) A personwho is a Stateemployeeon June30, 2001,andJuly 1,
2001, but is not an active memberof the systembecausemembership
in the system is optional or prohibited pursuant to section 5301
(relating to mandatoryand optional membership)and whobecomesan
active memberafter June 30, 2001, and who is not a Statepolice
officer and not employedin a position for which a classof service
otherthan ClassA is creditedor couldbe electedshall beclassjfiedas
a ClassAA memberand receivecreditfor ClassAA Stateserviceupon
paymentof regular membercontributionsfor ClassAA serviceand,
subjectto the limitations containedin paragraph(7), if previouslya
memberof ClassA or previously employedin a position for which
ClassA servicecould have beenearned,shall have all ClassA State
service(other than StateserviceperformedasaStatePolice officer or
for which a classof serviceotherthan ClassA was earnedor could
havebeenelected)classifiedasClassAA service.
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(3) Providedthat an election to becomea Class AA memberis
madepursuant to section 5306.1 (relating to election to becomea
ClassAA member),a Stateemployee,otherthan a Stateemployeewho
is a Statepoliceofficeron orafterJuly 1, 1989,whoonJune30,2001,
andJuly 1, 2001,is:

(i) a memberof ClassA, other than a memberof ClassA who
could have electedmembershipin a ClassC, ClassD-3, ClassE-1
or ClassE-2; or

(ii) an inactive memberon a leave withoutpayfrom a position
in which the Stateemployeewould be a ClassA active memberif
the employeewasnot on leave withoutpay, otherthanaposition in
which the State employeecould electmembershipin ClassC, Class
D-3, ClassE-1 orClassE-2;

shall be class4fiedasa ClassAA memberand receivecreditfor Class
AA State serviceperformedafter June 30, 2001, upon paymentof
regular membercontributionsfor ClassAA serviceand,subjectto the
limitations containedin paragraph(7), shall receiveClassAA service
creditfor all ClassA Stateservice,otherthan Stateserviceperformed
asa Statepoliceofficer or asa Stateemployeein apositionfor which
the membercould have electedmembershipin Class C, Class 11-3,
ClassE-1 orClassE-2,performedbeforeJuly 1, 2001.

(4) Providedthat an election to becomea Class AA memberis
madepursuant to section5306.1, aformer Stateemployee,other than
aformerStateemployeewho wasa Statepoliceofficer on or afterJuly
1, 1989, whoon June 30, 2001,and July 1, 2001,is a multiple service
memberand a school employeeand a memberof the Public School
Employees’RetirementSystem,subjectto the limitations containedin
paragraph (7), shall receiveClassAA service creditfor all Class A
State service,other than State serviceperformed as a Statepolice
officer or asa Stateemployeein a position in which the former State
employeecould have electeda class of service other than Class A,
performedbeforeJuly 1,2001.

(5) A former Stateemployee,otherthan aformer Stateemployee
who wasa Statepoliceofficer on orafterJuly 1, 1989,whois a school
employeeand whoon orafter July 1, 2001,becomesa multiple service
member,subjectto the limitations containedin paragraph(7), shall
receiveClassAA servicecreditfor all ClassA Stateserviceotherthan
Stateserviceperformedasa Stateemployeein a position in which the
formerStateemployeecould have electeda classof serviceotherthan
ClassA.

(6) A Stateemployeewho after June 30, 2001, becomesa State
police officer or who is employedin a position in which the member
could electmembershipin a classof serviceother than ClassAA or
ClassD-4 shall retain anyClassAA servicecreditedprior to becoming
a Statepoliceofficer or beingsoemployedbut shall be ineligible to
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receiveClassAA credit thereafterand insteadshall receiveClass A
creditunlessa classofmembershipotherthan ClassA is elected.

(7) (i) StateserviceperformedasClassA servicebeforeJuly 1,
2001,and Stateservicefor which ClassA servicecouldhavebeen
creditedbut wasnotcreditedbecausemembershipin the systemwas
optional or prohibitedpursuant to section5301 shall be creditedas
ClassAA serviceonly upon the completionof all actsnecessaryfor
the State service to be credited as Class A service had this
subsectionnot beenenactedand upon paymentof required Class
AA membercontributions asprovidedin section5504 (relating to
membercontributionsfor the purchaseof creditfor previousState
serviceor to becomeafull coveragemember).

(ii) A personwho is not a Stateemployeeor a school employee
on June 30, 2001, and July 1, 2001, and who has previousState
service (excepta disability annuitant who returns to Stateservice
after June 30, 2001, upon termination of the disability annuity)
shall notreceiveClassAA servicecreditfor Stateserviceperformed
beforeJuly 1, 2001,until such personbecomesan activemember,
or an active memberof the Public SchoolEmployees’Retirement
Systemand a multiple service member,and earns three eligibility
points by performing credited State service or credited school
serviceafterJune30,2001.

(a.2) Classofmembershipfor membersofthe GeneralAssembly.—
(1) A personwho:

(i) becomesa memberof the GeneralAssemblyand an active
memberofthe systemafter June30,2001; or

(ii) is a memberofthe GeneralAssemblyon July 1, 2001,butis
not an active member of the systembecausemembershipin the
systemis optional pursuant to section5301 and who becomesan
activememberafterJune30,2001;

and who was not a Statepoliceofficer on or afterJuly 1, 1989,shall
be classifiedas a Class11-4 memberandreceivecreditasa Class11-4
memberfor all Stateserviceasa memberof the GeneralAssembly
upon paymentof regular membercontributionsfor ClassD-4 service
and, subject to the limitations contained in subsection(a.1)(7), ~f
previouslya memberof ClassA or employedin a positionfor which
ClassA servicecould havebeenearned,shall receiveClassAA service
creditfor all ClassA Stateservice,otherthan Stateserviceperformed
asa Statepoliceofficer orfor which a classof serviceotherthanClass
A or ClassD-4 wasor could havebeenelectedor credited.

(2) Providedan election to becomea ClassD-4 memberis made
pursuant to section5306.2 (relating to elections by membersof the
GeneralAssembly), a State employeewho was not a State police
officer on or afterJuly 1, 1989, who on July 1, 2001, is a memberof
the GeneralAssemblyand an activememberof the systemand not a
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memberof ClassD-3 shall be classifiedasa ClassD-4 memberand
receivecreditasa ClassD-4 memberfor all Stateserviceperformedas
a memberof the GeneralAssemblynot creditedasanotherclassother
than ClassA upon paymentof regularmembercontributionsfor Class
1)-4 serviceand, subject to the limitations contained in paragraph
(rs.1)(7), shall receiveClassAA servicecredit for all ClassA State
service,otherthan Stateserviceperformedasa Statepoliceofficer or
asa Stateemployeein a position in which the membercould have
electeda classof serviceotherthan ClassA, performedbeforeJuly 1,
2001.

(3) A memberof the GeneralAssemblywho after June 30, 2001,
becomesa Statepoliceofficer shall retain any ClassAA serviceor
ClassD-4 servicecreditedprior to becominga Statepoliceofficer or
beingsoemployedbut shall be ineligible to receiveClassAA or Class
1)4credit thereafterandinsteadshall receiveClassA credit.
(b) Other class membership.—A Stateemployeewho is a member of a

classof serviceother thanClassA on the effectivedate of this part shall
retain his membershipin that classuntil suchserviceis discontinued;any
servicethereaftershall be creditedas ClassA service,ClassAA serviceor
ClassD-4serviceasprovidedfor in thissection.

* * *

Section12. Title 71 is amendedby addingsectionstoread:
~ 5306.1. Electionto becomea ClassAA member.

(a) Generalrule.—Apersonwho is:
(1) a memberofthe system;or
(2) a multiple servicememberwho is a school employeeand a

memberofthe Public SchoolEmployees’RetirementSystem;
who on July 1, 2001, is eligible for ClassAA membershipmayelectto
becomea memberofClassAA.

(b) Time for making election.—The election to becomea ClassAA
membermustbe madeby the memberfiling written notice with the board
beforeJanuary1, 2002,orbeforethe memberterminatesStateserviceor,
jf a schoolemployee,terminatesschoolservice,whicheveroccursfirst.

(c) Effect of election.—Anelection to becomea Class AA member
shall becomeeffectivethe later of July 1, 2001, or the datewhen the
election is filed with the board and shall remain in effect until the
termination of employment. Upon termination and subsequent
reemployment,the member’sclassof serviceshall be creditedin the class
ofserviceotherwiseprovidedfor in thispart.

(d) Effect offailure to makeelection.—Failure to electto becomea
ClassAA memberwithin the election period setforth in subsection(b)
shall result in all of the member’sClass A State service,other than
serviceperformedasa Statepolice officer or in a position in which the
membercould elect a class of membershipother than ClassA, being
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creditedasClassA serviceand notsubjecttofurtherelectionor crediting
asClassAA serviceupon terminationandsubsequentemployment.
§5306.2. Electionsbymembersofthe GeneralAssembly.

(a) General rule.—A memberof the GeneralAssemblywho on the
effectivedateof this section is eligible for ClassD-4 membershipmay
electto becomea memberof ClassD-4. The election to becomea Class
D4 membermust be madeby the memberof the GeneralAssemblyby
filing written notice with the board beforeJuly 1, 2001, or before the
memberterminatesState serviceasa memberof the GeneralAssembly,
whicheveroccursfirst.

(b) Effect of election.—Membershipas a ClassD-4 membershall
becomeeffectiveon July 1, 2001, and shall remain in effect until the
termination of service as a memberof the General Assembly.Upon
termination andsubsequentreemployment,the member’sclassof service
shall be creditedin the classofserviceotherwiseprovidedfor in thisparL

(c) Effect of failure to make election.—A memberof the General
Assemblywho is a memberof ClassA asa result offailure to electto
becomea memberofanother classor who is a memberof anotherclass
otherthan ClassD-4 asa resultof electing membershipin such classfor
legislativeserviceshall not be eligible to receiveorelecta different class
of service for such legislative service either during the period of
legislativeserviceor upon termination and subsequentemploymenL

Section 13. Sections5307,5308(b),5309,5501 and5502of Title 71 are
amendedtoread:
§ 5307. Eligibility points.

(a) General rule.—Anactive memberof the systemshall accrueone
eligibility point for eachyearof creditedserviceasamemberof the Stateor
the Public SchoolEmployees’RetirementSystem.A membershall accrue
an additional two-thirds of an eligibility point for eachyearof ClassD-3
creditedservice.In thecaseof afractional partof ayearof creditedservice,
a membershall accruethe correspondingfractional portion of eligibility
pointsto whichtheclassof serviceentitleshim.

(b) Transitional rule.—
(1) in determiningwhethera memberwho isnot a Stateemployee

or school employeeon June30, 2001,andJuly 1, 2001, and who has
previousState service (excepta disability annuitant who returns to
Stateserviceafter June 30, 2001, upon termination of the disability
annuity) has the five eligibility points required by sections 5102
(relating to definitions), 5308(b) (relating to eligibility for annuities),
5309 (relating to eligibility for vesting),5704(b)(relating to disability
annuities) and 5705(a)(relating to member’soptions),only eligibility
points earnedby performing creditedStateserviceor creditedschool
serviceafterJune30, 2001,shall becounteduntil suchmemberearns
one eligibility point byperforming creditedState serviceor credited
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schoolserviceafterJune 30,2001,at which timeall eligibility points
asdeterminedpursuantto subsection(a) shall becounted.

(2) Any memberto whomparagraph(1) appliesshall be considered
to have satisfiedany requirementfor five eligibility pointscontainedin
this part if the member:

(i) has ten or more eligibility pointsas determinedpursuantto
subsection(a); or

(Ii) has ClassG, ClassH, ClassI, ClassJ, ClassL, ClassM or
Class N service and has eight or more eligibility points as
determinedpursuanttosubsection(a).

§ 5308. Eligibility for annuities.
* * *

(b) Withdrawalannuity.—Anyvesteeor anyactive memberor inactive
memberon leavewithoutpay whoterminatesStateservicehaving[ten]five
or more eligibility points,or whohas ClassG, ClassH, ClassI, ClassJ,
ClassK, ClassL, ClassM or ClassN service andterminatesStateservice
having[eight] five or moreeligibility points,upon compliancewith section
5907(f), (g) or (h) shallbeentitledtoreceiveanannuity.

§ 5309. Eligibility for vesting.
Any member who terminatesState service with [ten] five or more

eligibility points,or anymemberwith ClassG, ClassH, ClassI, ClassJ,
ClassK, ClassL, ClassM or ClassN service with [eight] five or more
eligibility points, shallbeeligibleuntil attainmentof superannuationageto
vesthisretirementbenefits.
§ 5501. Regularmembercontributionsfor currentservice.

Regularmembercontributionsshall be madeto the fund on behalfof
each active member for current serviceexcept for any period of current
service in which the making of such contributions has ceasedsolely by
reason of section 5502.1 (relating to waiver of regular member
contributions and Social Security integration membercontributions) or
anyprovisionof thispart relatingto the [annual compensationlimit under
IRC § 401(a)(17)]limitations underJRC § 401(a)(17) or415(b).
§ 5502. SocialSecurityintegrationmembercontributions.

Contributions] Exceptfor anyperiod of currentservice in which the
making of regular membercontributionshas ceasedsolelyby reasonof
section5502.1 (relating to waiver of regular membercontributionsand
SocialSecurityintegrationmembercontributions) oranyprovisionof this
part relating to limitations under IRC § 401(a)(17) or 415(b),
contributionsshallbemadeonbehalfof amemberof anyclasswhoprior to
March 1, 1974, has elected Social Security integration coverage. The
amount of such contributions shall be 6 1/4% of that portion of his
compensationin excessof themaximumwagestaxableunder theprovisions
of the Social Security Act (49 Stat. 620. 42 U.S.C. § 301 et seq.), in
addition to the regular membercontributionswhich, after such election,
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shall bedeterminedon thebasisof thebasiccontributionrateof 5% andthe
additionalmembercontributionof 1 1/4%: Provided,That a membermay
electto discontinueSocialSecurityintegrationcoverageandshall thereafter
be ineligible to accrueanyfurther SocialSecurityintegrationcreditsor any
additionalbenefitson accountof SocialSecurityintegrationmembership.

Section 14. Title 71 is amendedby addingasectionto read:
s~5502.1. Waiverof regular membercontributionsand Social Security

integration membercontributions.
Notwithstandingthe provisions of sections5501 (relating to regular

membercontributionsfor current service) and 5502 (relating to Social
Security integration member contributions), no regular member
contributions or Social Security integration membercontributions shall
be madeby an activememberfor the periodfrom July 1 to the following
June30 4/’ the maximum single life annuity to which the memberwould
have been entitled to receive had the memberretired with an effective
dateof retirementon the precedingJanuary1 isgreaterthan110%of the
highestcalendaryearcompensationof the member,providedthe member
filesa written electionasprescribedbythe board.

Section 15. Sections5504(b),5505(b), (c) and (d), 5506, 5507(b)and
5508(b),(c), (e) and(1) ofTitle 71 areamendedto read:
§ 5504. Membercontributionsfor thepurchaseof credit for previousState

serviceor tobecomeafull coveragemember.

(b) Certificationandmethodof payment.—Theamountpayableshallbe
certified in eachcaseby theboard in accordancewith methodsapprovedby
the actuaryandshallbepaid in alumpsum within 30 daysor in thecaseof
an activememberoreligible school employeewho is an activememberof
the Public SchoolEmployees’RetirementSystemmaybe amortizedwith
statutoryinterestthroughsalarydeductionsin amountsagreeduponby the
memberandtheboard.Thesalarydeductionamortizationplansagreedto
by membersand the board may include a deferral of paymentamounts
and statutory interest until the termination of school service or State
serviceasthe boardin its solediscretiondecidestoallow. Theboardmay
limit the salary deductionamortizationplans to suchterms as the board
in its sole discretion determines. in the case of an eligible school
employeewho is an active memberof the Public SchoolEmployees’
RetirementSystem,the agreedupon salarydeductionsshall beremittedto
the Public SchoolEmployees’RetirementBoard, which shall certify and
transferto the boardthe amountspaid.
§ 5505. Contributionsfor the purchaseof credit for creditablenonstate

service.

(b) Noninterveningmilitary service.—
(1) The amount due for the purchaseof credit for military service

other thaninterveningmilitary service shall be determinedby applying
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the member’sbasic contribution rate, the additional contributionrate
plus theCommonwealthnormal contributionrate for activemembersat
the timeof entry,subsequentto suchmilitary service,of thememberinto
Stateservice to his averageannualrateof compensationover the first
threeyearsof suchsubsequentStateserviceandmultiplying theresultby
the number of years and fractional part of a year of creditable
noninterveningmilitary servicebeingpurchasedtogetherwith statutory
interestduringall periodsof subsequentStateand schoolserviceto date
of purchase.Upon applicationfor credit for suchservice,paymentshall
be madein a lump sum within 30 days or in the caseof an active
memberor eligible school employeewho is an activememberof the
Public SchoolEmployees’RetirementSystemit maybe amortizedwith
statutoryinterestthrough salarydeductionsin amountsagreedupon by
the memberand the board.The salary deduction amortizationplans
agreedto by membersand the board may include a deferral of
paymentamountsandstatutoryinterestuntil the termination-of-school
serviceor Stateserviceas the board in its solediscretion decidesto
allow. The board may limit salary deduction amortizationplans to
suchtermsasthe board in its solediscretiondetermines,in the caseof
an eligible school employeewho is an active memberof the Public
School Employees’ Retirement System, the agreed upon salary
deductions shall be remitted to the Public School Employees’
RetirementBoard, which shall cert4fy and transfer to the board the
amountspaid. Application may be filed for all such military service
credit upon completionof threeyears of subsequentState serviceand
shallbecreditedasClassA service.

(2) Applicantsmaypurchasecreditasfollows:
(i) onepurchaseof the total amountof creditablenonintervening

military service;or
(ii) onepurchaseper 12-monthperiod of aportion of creditable

noninterveningmilitary service.
Theamountof eachpurchaseshallbenot lessthanoneyearof creditable
noninterveningmilitaryservice.
(c) Interveningmilitary service.—Contributionson accountof credit for

intervening military service shall be determined by the member’s
contribution rate, the additional contribution rate which shall be applied
only to thosememberswho beganserviceon or after the effective dateof
this amendatoryact andcompensationat the timeof entryof the member
into active military service, together with statutory interest during all
periodsof subsequentStateandschool service to dateof purchase.Upon
applicationfor suchcredit the amountdueshall be certified in the caseof
each memberby the board in accordancewith methodsapprovedby the
actuary,andcontributionsmaybemadeby:

(1) regularmonthlypaymentsduring activemilitary service;or
(2) alumpsumpaymentwithin 30 daysof certification;or
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(3) salary deductionsin amountsagreedupon by the memberor
eligible schoolemployeewho is an activememberof the Public School
Employees’RetirementSystemandtheboard.

The salary deductionamortizationplans agreedto bymembersand the
board may include a deferralofpaymentamountsand statutoryinterest
until the termination of school serviceor Stateserviceas the board in its
sole discretiondecidesto allow. The board may limit salary deduction
amortization plans to such terms as the board in its sole discretion
determines.In the caseof an eligible school employeewho is an active
memberof the Public SchoolEmployees’RetirementSystem,the agreed
upon salarydeductionsshall beremittedto thePublic School-Employees’
Retirement Board, which shall certify and transfer to the board the
amountspaid.

(d) Nomnilitaryandnonmagisterialservice..—Contributionson account
of credit for creditablenonstateserviceother thanmilitary andmagisterial
service shall be determinedby applying the member’sbasic contribution
rate, the additional contribution rate plus the Commonwealthnormal
contributionratefor activemembersatthetimeof entrysubsequentto such
creditable nonstateservice of the member into State service to his
compensationat the time of entry into Stateservice and multiplying the
resultby the numberof years and fractional part of a year of creditable
nonstateservicebeingpurchasedtogetherwith statutoryinterestduring all
periodsof subsequentStateandschoolserviceto thedateof purchase.Upon
applicationfor credit for suchservicepaymentshallbemadein alump sum
within 30 days or in the caseof an active member or eligible school
employeewho is an active memberof the Public SchoolEmployees’
RetirementSystemit may be amortizedwith statutory interest through
salarydeductionsin amountsagreedupon by the memberandthe board.
The salary deductionamortizationplans agreedto by membersand the
board mayinclude a deferral of paymentamountsand statutory interest
until the termination of schoolserviceorStateserviceas the boardin its
solediscretion decidesto allow. The board maylimit salary deduction
amortizationplans to such terms as the board in its sole discretion
determines.In the caseof an eligible school employeewho is an active
memberof the Public SchoolEmployees’RetirementSystem,the agreed
upon salary deductionshall beremitted to the Public SchoolEmployees’
RetirementBoard, which shall certjfy and transfer to the board the
amountspaid.

§ 5506. Incompletepayments.
In theeventthatamemberterminatesStateserviceor a multiple service

member who is an active memberof the Public School Employees’
Retirement System terminates school service before the agreedupon
paymentsfor credit for previousStateservice,creditablenonstateservice,
social security integration, [or] full coveragemembershipor return of
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benefits on account of returning to State service or entering school
serviceand electingmultiple servicehavebeencompleted,thememberor
multiple servicememberwho is an active memberof the Public School
Employees’RetirementSystemshall havethe right to pay within 30 days
of terminationof Stateserviceor schoolservice thebalancedue,including
interest, in alump sum and the annuity shall be calculatedincluding full
credit for the previous State service, creditablenonstateservice, social
securityintegration,or full coveragemembership.In the eventa member
doesnot pay thebalanceduewithin 30 daysof terminationof Stateservice
or in the event a member dies in State service or within 30 days of
terminationof Stateserviceor in the caseof a multiple servicemember
who is an active memberof the Public SchoolEmployees’Retirement
Systemdoes not pay the balancedue within 30 days of termination of
schoolserviceordiesin schoolserviceor within 30 daysof termination of
schoolserviceandbefore the agreedupon paymentshavebeencompleted,
the presentvalueof the benefitotherwisepayableshall be reducedby the
balancedue, including interest,andthe benefitpayableshall be calculated
astheactuarialequivalentof suchreducedpresentvalue.
§ 5507. Contributionsby theCommonwealthandotheremployers.

(b) Contributionson behalfof annuitants.—TheCommonwealthshall
makecontributionson behalf of annuitantsin such amountsas shall be
certifiedby the boardas necessaryto fund the liabilities for supplemental
annuities in accordancewith the actuarial cost method provided in
[sections] section 5508(e) (relating to actuarialcost method)~,5708.3(f)
(relating to supplemental annuities commencing 1994) and 5708.5(f)
(relating to supplementalannuitiescommencing1998)].

§ 5508. Actuarialcostmethod.

(b) Employer normal contribution rate.—The employer normal
contributionrate shall be determinedafter eachactuarialvaluationon the
basisof an annualinterestrateandsuchmortality andothertablesas shall
be adoptedby the board in accordancewith generallyacceptedactuarial
principles. Theemployernormalcontributionrateshallbe determinedasa
level percentageof the compensationof the averagenew active member,
which percentage, if contributed on the basis of his prospective
compensationthrough his entire period of active Stateservice, would be
sufficient to fund the liability for any prospectivebenefitpayableto him,
exceptfor the supplementalbenefitsprovidedfor in sections5708(relating
to supplementalannuities), 5708.1 (relating to additional supplemental
annuities),5708.2 (relating to further additional supplementalannuities)
[and], 5708.3 (relating to supplementalannuitiescommencing 1994),
5708.4(relating to specialsupplementalpostretirementadjustment)and
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5708.5(relating to supplementalannuities commencing1998), in excess
of thatportion fundedby hisprospectivemembercontributions.

(c) Accruedliability contribution rate.—Forthe fiscal yearbeginning
July 1, [1991] 2002, the accrued liability contribution rate shall be
computedas the rate of total compensationof all active memberswhich
shall be certifiedby the actuaryassufficient to fund over aperiod of [201
ten yearsfromJuly 1, [1991] 2002,thepresentvalueof theliabilities for all
prospectivebenefits,exceptfor the supplementalbenefitsas provided in
sections5708,5708.1, 5708.2[and], 5708.3,5708.4and 5708.5,in excess
of thetotal assetsin the fund (calculatedrecognizingall investmentgains
and losses over a five-year period), excluding the balance in the
supplementalannuity account,and the presentvalueof employernormal
contributionsandof membercontributionspayablewith respecttoall active
memberson July 1, [1991,] 2002, and excluding contributions to be
transferredby county retirement systemsor pensionplans pursuantto
section5507(c)(relating to contributionsby the Commonwealthand other
employers).The amountof eachannualaccruedliability contributionshall
be [5% greaterthan] equal to the amountof such contribution for the
[previous] fiscal yearbeginning July 1, 2002,exceptthat, if the accrued
liability is increasedby legislation enactedsubsequentto [July 1, 1991]
June30, 2002,suchadditionalliability shallbefundedoveraperiodof [20]
ten yearsfrom the first dayof July, coincidentwith or nextfollowing the
effective date of the increase~,provided that the liability for any
additional benefitscreated by this act shall be funded over a periodof
20 yearscommencingJuly 1, 1992]. The amount of eachannualaccrued
liability contributionfor such additionallegislativeliabilities shall be [5%
greater than] equal to the amountof suchcontributionfor the [previous
fiscal year] first annualpayment.

(e) Supplementalannuity contributionrate.—Contributionsfrom the
Commonwealth required to provide for the payment of supplemental
annuities as provided in sections5708, 5708.1 [and], 5708.2, 5708.3,
5708.4and 5708.5shallbepaidover aperiod of [20] ten yearsfrom July 1,
[1991] 2002. The amount of each annual supplemental annuities
contribution shall be [5% greater than] equal to the amount of such
contribution for the [previous] fiscal yearbeginningJuly 1, 2002. In the
event that supplementalannuities are increasedby legislation enacted
subsequentto [July 1, 1991]June 30,2002,the additional liability for the
increasein benefits shall be funded in equal dollar annual installments
[increasing by 5% eachyear)overaperiod of [20] ten yearsfrom theJuly
first, coincidentwith or next following theeffective dateof suchlegislation.
[Notwithstanding the preceding, the funding for the supplemental
annuitiescommencing1994 provided for in section5708.3 shall be as
provided in section5708.3(f).]
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(1) Experienceadjustmentfactor.—Foreachyearafter theestablishment
of the accruedliability contributionratefor thefiscal yearbeginningJuly 1,
[199J1] 2002, any increaseor decreasein the accruedliability, including
liability for supplementalannuities,dueto actualexperiencediffering from
assumedexperience,changesin actuarialassumptions,changesin theterms
and conditions of the benefits provided by the system by judicial,
administrativeor otherprocessesother thanlegislation, including, but not
limited to, reinterpretationof the provisionsof thispart,shallbe amortized
in equaldollar annualinstallments[increasing by 5% eachyear] over a
period of [20] ten yearsbeginningwith theJuly 1 succeedingthe actuarial
valuation.

Section 16. Sections5702(a)and(c) and5704(b)and(1) of Title 71 are
amendedandthe sectionsareamendedby addingsubsectionsto read:
§ 5702. Maximumsinglelife annuity.

(a) Generalrule.—Any full coveragememberwhois eligible to receive
an annuity pursuantto the provisionsof section 5308(a)or (b) (relating to
eligibility for annuities) who terminatesState service,or ~fa multiple
servicememberwho is a schoolemployeewhois an activememberofthe
Public School Employees’ RetirementSystem who terminates school
service,beforeattaining age 70 shall be entitled to receivea maximum
single life annuityattributableto hiscreditedserviceandequalto the swu
of the following single life annuities beginning at the effective date of
retirement:

(1) A standardsingle life annuity multiplied by the sum of the
products,determinedseparatelyfor each class of service, obtainedby
multiplying the appropriateclass of service multiplier by the ratio of
yearsof servicecreditedin that classtothe totalcreditedservice.In case
the memberon the effective dateof retirementis undersuperannuation
age for any service,a reductionfactor calculatedto provide benefits
actuariallyequivalentto an annuity startingat superannuationageshall
beappliedto theproductdeterminedfor thatservice.Theclassof service
multiplier for anyperiodof concurrentserviceshallbemultipliedby the
proportion of total Stateand school compensationduring suchperiod
attributableto Stateservice.In the eventa memberhas two multipliers
for one class of service the classof service multiplier to be used for
calculating benefits for that class shall be the averageof the two
multipliers weightedby the proportionof compensationattributableto
eachmultiplier duringthe threeyearsof highestannualcompensation-in
thatclassof service:Provided,That in thecaseof amemberof ClassE-
1., a portionbut not all of whosethreeyearsof highestannual judicial
compensationis prior to January1, 1973,two classof servicemultipliers
shall be calculatedon the basis of his entire judicial service,the one
applyingthejudicial classof servicemultiplierseffectiveprior to January
1, 1973 andthesecondapplying theclassof servicemultiplierseffective
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subsequentto January1, 1973.Theaverageclassof servicemultiplier to
be used for calculatingbenefits for his judicial service shall be the
averageof the two calculatedmultipliersweightedby theproportionof
compensationattributableto eachof thecalculatedmultipliers-duringthe
threeyearsof highestannualcompensationin thatclassof service.

(2) If eligible, a singlelife annuityof 2% of his averagenoncovered
salaryfor eachyearof social securityintegrationcreditasprovidedfor in
section5305 (relatingto socialsecurityintegrationcredits)multiplied, if
on the effective dateof retirementthememberis undersuperannuation
agefor anyservice,by the actuariallydeterminedreductionfactor for
that service.

(3) If eligible, asinglelife annuitywhich is actuariallyequivalentto
the regular and additional accumulateddeductions attributable to
contributionsas a memberof ClassC, but not less than such annuity
determinedas if the memberwere age 60 on the effective date of
retirement, actuarially reduced in the event the member is under
superannuationageon theeffectivedateof retirement.

(4) If eligible, asinglelife annuity which is actuariallyequivalentto
the amountby whichhis regularandadditionalaccumulateddeductions
attributableto anycreditedserviceotherthanasamemberof-Cl Care
greaterthanone-halfof the actuariallyequivalentvalueon the effective
date of retirement of the annuity as provided in paragraph (1)
attributableto service other than Class C for which regular or joint
coveragemembercontributionsweremade.

(5) If eligible, a single life annuitywhich is actuariallyequivalentto
the amount by which his social security integration accumulated
deductionsaregreaterthan one-halfof the actuariallyequivalentvalue
on the effective date of retirementof the annuity provided for under
paragraph(2).

(6) If eligible, a single life annuity sufficient together with the
annuity provided for in paragraph(1) as a ClassA and Class AA
memberandthe highestannuityprovidedfor in paragraph(2) to which
heis entitled,or athis option couldhavebeenentitled, to producethat
percentageof a standardsingle life annuity on the effective date of
retirementas determinedby his total years of creditedservice as a
memberof ClassA andClassAA andby thefollowing table:

Total Yearsof Percentageof
CreditedService Standard
as a Memberof SingleLife

ClassA and Annuity
ClassAA
35-40 100%
41 102%

104%42
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43 106%
44 108%
45ormore 110%

(a.1) Rulefor terminationsafterattaining age70.—
(1) Anyfull coveragememberwho is eligible to receivean annuity

pursuant to the provisions of section5308(a) who terminatesState
service,or ~fa multiple servicememberwho is a school employeeand
an active memberof the Public SchoolEmployees’RetirementSystem
whoterminatesschool service,on or after attainingage 70 and who
appliesfor a superannuationannuity to be effectivethe dayafter the
termination ofStateserviceorschoolservice,asthe casemaybe,shall
be entitled to receive a maximum single l4fe annuity as’ of a
determinationdate that is equal to the greaterof subparagraph(i) or
(ii):

(i) the sum of the annuities provided in subsection(a)(1)
through (6) calculatedasof thedeterminationdate;and

(ii) the greaterof clause(A) or (B):
(A) the sumofthe annuitiesprovidedin subsection(a)(1), (3),

(4) and(6) asof theprecedingdeterminationdateadjustedby the
actuarial increase factor, plus the annuities provided in
subsection(a)(2)and(S)as of the determinationdate;and

(B) the maximum single life annuity as of the preceding
determinationdateadjustedby the actuarial increasefactor.

The maximum single ltfe annuity shall be calculated for each
determinationdate.

(2) For purposesof this subsection,the determinationdateshall be:
(i) the member’sbirthday, provided that as of such date the

memberqualifies for a maximum single life annuity under this
subsection;or

(ii) ,~fthe member’s maximum single life annuity is being
determinedasof the member’seffectivedateof retirement,then the
determination date shall be the member’s effective date of
retirement.
(3) In the eventan active member,an inactive memberon leave

without pay or a multiple service memberwho is a school employee
and an active memberof the Public SchoolEmployees’Retirement
Systemhas attainedage70 beforethe effectivedateof thissubsection,
or enters Stateserviceor school service,as the casemaybe, after
attaining age 70, then section 5305.1 (relating to eligibility for
actuarial increase factor) and subsections(a) and (a.1) shall be
effectiveprospectivelywith respectto such memberat the member’s
nextbirthdayafter the effectivedateof thissubsection,entry into State
service,orschoolservice.
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Nothing in this subsectionshall be construedto provide an actuarial
increasefactorfor anyperiod of serviceprior to the effectivedateof this
subsection.

(c) Limitation on amountof annuity.—Theannuitypaid to a member
under subsection(a) and reducedin accordancewith the option elected
under section 5705 (relating to member’soptions) shall not exceedthe
highestcompensationreceived during any period of twelve consecutive
monthsof credited service~:Provided,That the portion of anyannuity
paid to a member on account of Class D-3 service under subsection
(a)(1) and reduced in accordancewith the option electedunder section
5705 shall not exceed the greater of $12,000 or his highest annual
compensationas a member of the General Assembly]. No limit on the
total annuitypaid to a memberwith ClassD-3 serviceshall beappliedin
thecaseof a memberwhoservedas a constitutionalofficer of the General
Assembly[prior to January 1, 1973].

(d) Limitation regarding annual benefit under IRC
§ 415.—Notwithstanding any provision of this part to the contrary,
including, butnotlimited to, subsection(c),no benefitshall bepayableto
the extentthat suchbenefitexceedsany limitations underIRC § 415(b) in
effectwith respectto governmentalplansassuch term is definedin IRC
§ 414(d)on the datethe benefitpaymentbecomeseffective.
§ 5704. Disabilityannuities.

(b) Benefit attributable to social security integrationcredit.—If the
memberhasbeenfoundto beeligiblefor a disabilityannuity-andimas-social
securityintegrationcredits as provided in section 5305 (relating to social
security integrationcredits),he may elect to withdraw his social security
integrationaccumulateddeductionsor if hehas[ten]five or moreeligibility
points to his credit and doesnot withdraw his social securityintegration
accumulateddeductionshemay executean applicationto befiled with the
boardto receive,in addition to hisdisability annuity,an annuity calculated
in accordancewith section5702(a)(2).

(IT) Supplementfor serviceconnecteddisability.—Ifamemberhasbeen
found to be eligible for a disability annuity andif the disability hasbeen
found to be a service connecteddisability, such membershall receivea
supplementequal to 70% of his final averagesalary less the sum of the
annuity as determinedunder subsection(a) and any paymentspaid or
payableon accountof suchdisabilityunderthe actof June2, 1915 (P.L.736,
No.338),known as [“The PennsylvaniaWorkmen’s CompensationAct”]
the Workers’ CompensationAct, the act of June 21, 1939 (P.L.566,
No.284),known as [“]The PennsylvaniaOccupationalDiseaseAct~”], and
the [Federal] Social SecurityAct~,42 U.S.C.A. * 301 et seq.] (49 Stat.
620,42 U.S.C. ~301 etseq.).Such supplementshall continueas long ashe
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is determinedto bedisabledon accountof hisserviceconnecteddisabilityin
accordance with [“The Pennsylvania Workmen’s] the Workers’
CompensationAct~”,]or [“]The PennsylvaniaOccupationalDiseaseAct~”J.

(g) Limitation regarding annual benefit under IRC
~ 415.—Notwithstandingany provisions of this part to the contrary, no
benefit shall be payableto the extent that such benefit exceedsany
limitation underIRC ~ 415(b) as in effectwith respectto governmental
plans assuch term is defined in IRC § 414(d) on the datethe benefit
paymentbecomeseffective.

Section17. Section5705(a)of Title71 is amendedto read:
§ 5705. Member’soptions.

(a) Generalrule.—Any specialvesteewhohasattainedsuperannuation
age, anyvesteehaving [ten] five or more eligibility points, any member
with ClassG, ClassH, ClassI, ClassJ, ClassK, ClassL, ClassM or Class
N servicehaving[eight] five or moreeligibility pointsor anyothereligible
memberupon terminationof Stateservicewhohasnot withdrawn histotal
accumulateddeductionsas providedin section 5701 (relating to return of
total accumulateddeductions)may apply for andelectto receiveeither a
maximum single life annuity, as calculated in accordancewith the
provisionsof section5702 (relating to maximumsingle life annuity),or a
reducedannuitycertified by the actuaryto be actuariallyequivalentto the
maximumsingle life annuityandin accordancewith one of the following
options; exceptthat no membershall elect an annuity payableto one or
moresurvivorannuitantsother thanhis spouseor alternatepayeeof sucha
magnitudethat thepresentvalueof theannuitypayableto him for life plus
anylump sum paymenthemay haveelectedto receiveis less than50% of
thepresentvalueof hismaximumsinglelife annuity:

(1) Option 1.—A life annuityto the memberwith aguaranteedtotal
paymentequal to thepresentvalueof the maximum single life annuity
onthe effectivedateof retirementwith theprovisionthat,if, athisdeath,
he hasreceivedlessthansuchpresentvalue,the unpaidbalanceshall be
payableto hisbeneficiary.

(2) Option 2.—A joint and survivor annuity payableduring the
lifetime of the member with the full amount of such annuity payable
thereafterto hissurvivorannuitant,if living athisdeath.

(3) Option 3.—A joint and fifty percent (50%) survivor annuity
payableduringthe lifetime of thememberwith one-halfof suchannuity
payablethereaftertohissurvivorannuitant,if living athisdeath.

(4) Option 4.—Someother benefit which shall be certified by the
actuaryto be actuariallyequivalentto the maximumsingle life annuity,
subjectto the following restrictions:

(i) any annuity shall be payable without reductionduring the
lifetime of themember;
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(ii) the sum of all annuitiespayableto the designatedsurvivor
annuitants shall not be greaterthan one and one-half times the
annuitypayabletothemember;and

(iii) aportionof thebenefitmaybepayableasa lump sum, except
that suchlump sum paymentshall not exceedan amountequalto the
total accumulateddeductionsstandingto the credit of the member.
Thebalanceof the presentvalueof the maximumsinglelife annuity
adjustedin accordancewith section5702(b)shallbe paidin theform
of an annuity with a guaranteedtotal payment,a single life annuity,
or ajoint andsurvivor annuityor anycombinationthereofbut subject
to the restrictionsof subparagraphs(i) and(ii) underthis option.

Section 18. Section 5706(a),(a. 1) and (c) of Title 71 areamendedand
the sectionis amendedbyaaddingasubsectiontoread:
§ 5706. Terminationof annuities.

(a) Generalrule.—If the annuitantreturnsto Stateserviceor entersor
has enteredschool service and elects multiple service membership,any
annuitypayableto him underthispartshallceaseeffectiveupon:the daftof
his return to Stateserviceor enteringschoolserviceandin thecaseof an
annuity other thana disability annuity the presentvalueof suchannuity,
adjustedfor full coveragein the caseof ajoint coveragememberwhomakes
theappropriatebackcontributionsfor full coverage,shallbefrozenasof the
date suchannuityceases.An annuitantwhois creditedwith an additional
10% of ClassA andClassC serviceasprovidedin section5302(c) (relating
to creditedStateservice)andwhoreturnsto Stateserviceshall forfeit such
creditedserviceandshall havehis frozen presentvalueadjustedas if his
10% retirementincentivehadnot beenappliedto hisaccount.In the event
that the cost-of-living increaseenactedDecember18, 1979 occurredduring
the period of such Stateor school employment,the frozen presentvalue
shall be increased,on or after thememberattainssuperannuationage,by
the percentapplicablehadhenot returnedto service.This subsectionshall
not apply in the caseof anyannuitantwho may render servicesto the
Commonwealthin thecapacityof an independentcontractoror asamember
of an independentboardor commissionor asamemberof a departmental
administrativeor advisoryboard or commissionwhen such membersof
independentor departmentalboardsor commissionsarecompensatedon a
per diem basis for not more than 150 days per calendaryear~.]or as a
memberof an independentboard or commissionrequiring appointment
by the Governor, with adviceandconsentof the Senate,wherethe annual
salary payableto the memberdoes not exceed$35,000and where the
member has been an annuitant for at least six monthsimmediately
precedingthe appointment.Such serviceshall not be subjectto member
contributionsorbe eligiblefor qualification ascreditableStateservice.

(a.!) Return to State service during emergency.—When,in the
judgmentof the employer,an emergencycreatesan increasein the work
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load such that thereis serious impairmentof service to the public, an
annuitantmaybereturnedto Stateservicefor aperiodnot toexceed95 days
in any [fiscal] calendaryear without lossof his annuity.In computingthe
numberof daysan annuitanthas returnedto Stateservice,anyamountof
time lessthanone-halfof a day shall be countedas one-halfof aday. For
agencies,boardsandcommissionsunder the Governor’s jurisdiction, the
approvalof the Governorthat an emergencyexistsshall berequiredbefore
anarmuitantmaybereturnedto Stateservice.

(iz.2) Return of benefits.—In the eventan annuitant whoseannuity
ceasespursuantto this sectionreceivesany annuitypayment,~-includinga
lwnp sum paymentpursuant to section 5705 (relating to member’s
options) on or after the date of his return to Stateserviceor entering
school service, the annuitant shall return to the board the amountso
receivedplusstatutoryinterest. The amountpayableshall be cert4.fied in
each caseby the board in accordancewith methodsapprovedby the
actuaryand shall be paid in a lump sum within 30 daysor in the caseof
an active memberor school employeewho is an active memberof the
Public School Employees’ Retirement Systemmay be amortized with
statutoryinterest through salary deductionsin amountsagreedupon by
the memberand the board. In the caseof a school employeewho is an
active memberof the Public SchoolEmployees’RetirementSystem,the
agreedupon salary deductionsshall be remitted to the Public School
Employees’ RetirementBoard, which shall certify and transfer to the
board the amountspaid.

* * *

(c) Eliminationof theeffectof frozenpresentvalue.—
(1) An annuitantwho returns to State service and earns three

eligibility pointsby performingcreditedStateservicefollowing themost
recentperiod of receiptof an annuity under this part, or an annuitant
whoentersschoolserviceand:

(i) is amultipleservicemember;or
(ii) whoelectsmultipleservicemembership,and

earnsthree eligibility points by performing credited State service or
creditedschool servicefollowing themost recentperiodof receiptof an
annuity under this part, andwho had the presentvalueof his annuity
frozenin accordancewith subsection(a), shall qualify to havethe effect
of the frozen presentvalue resulting from all previous periods of
retirementeliminated,provided that all paymentsunderOption 4 and
annuity paymentspayable during previous periodsof retirement plus
interestas setforth in paragraph(3) shall bereturnedto the fund in the
form of an actuarialadjustmentto his subsequentbenefitsor in such
form as theboardmayotherwisedirect.

(2) Upon subsequentdiscontinuanceof serviceandthe filing of an
applicationfor an annuity,a formerannuitantwhoqualifiesto havethe
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effectof afrozen presentvalueeliminatedunder this subsectionshallbe
entitledtoreceivethehigher of either:

(i) anannuity (prior to optional modification)calculatedasif the
freezing of the former annuitant’saccountpursuantto subsection(a)
had not occurred,adjustedby crediting Class A State serviceas
ClassAA serviceasprovidedfor in section5306(a.1) (relating to
classesof service)and furtheradjustedaccordingto paragraph(3),
providedthat aformerannuitantof thesystemor a formerannuitant
of thePublic SchoolEmployees’RetirementSystemwhoretiredunder
a provisionof law grantingadditionalservicecredit if terminationof
Stateor schoolserviceor retirementoccurredduring aspecific period
of time shall not be permittedto retain the additionalservicecredit
under theprior lawwhentheannuity is computedfor hismostrecent
retirement;or

(ii) an annuity(prior to optional modification)calculatedasif the
former annuitantdid not qualify to have the effect of the frozen
presentvalueeliminated,

unlessthe former annuitantnotifies theboardin writing by the later of
the date the application for annuity is filed or the effective date of
retirementthattheformerannuitantwishestoreceivethelower annuity.

(3) In addition to any otheradjustmentto the presentvalueof the
maximum single life annuity that amembermaybe entitled to receive
thatoccursasa resultof anyotherprovisionof law, the presentvalueof
the maximumsinglelife annuityshallbereducedby all amountspaidor
payableto him during all previousperiodsof retirementplus intereston
theseamountsuntil the date of subsequentretirement.The interestfor
eachyearshallbecalculatedbasedupontheannualinterestrateadopted
for that fiscal year by the board for the calculation of the normal
contributionratepursuantto section 5508(b)(relating to actuarialcost
method).
Section 18.1. Section 5707 of Title 71 is amendedby adding a

subsectiontoread:
§ 5707. Deathbenefits.

(f) Memberssubjectto limitations undersection5702(c).—Subjectto
the limitations contained in section401(a)(9) of the Internal Revenue
Code of 1986 (Public Law 99-514,26 U.S.C. § 401(a)(9)), the present
value of any annuity in excessof that payable under section 5702
(relating to maximum single l4fe annuity) that is not subject to the
limitations under section415(b) of the Internal RevenueCode of 1986
shall bepaid in a lump sumto the beneficiarydesignatedby the member
after the death of the member.A beneficiary receivinga benefit under
this subsectionshall not be able to electa paymentmethod otherwise
allowedundersection5709(b)(2) and(3) (relating to paymentofbenefits).



82 Act 2001-9 LAWS OF PENNSYLVANIA

Section 19. Sections5708.1(f),5708.2(f),5708.3(f),5708.5(f),5901(a)
and(b), 5902(1),5903(a)and 5904(b)of Title 71 areamendedto read:
§ 5708.1. Additional supplementalannuities.

(f) Funding.—The actuary shall annually certify the amount of
appropriationsfor thenextfiscal yearneededto fund,over aperiod of [20]
ten yearsfrom July 1, [1991] 2002, the additionalmonthly supplemental
annuity provided for in this section.The boardshall submitthe actuary’s
certification to the Secretaryof the Budgeton or beforeNovember1 of each
year. If, in anyyearafter 1984,the amountcertified is disapprovedunder
section610 of the act of April 9, 1929 (P.L.177, No.175),known as The
Administrative Code of 1929, as insufficient to meet the funding
requirementsof this subsectionor is not appropriatedon or beforeJuly 1,
the additional supplementalannuity providedfor in this section shall be
suspendeduntil suchtimeasanamountcertified andapprovedas-sufficient
isappropriated.

§ 5708.2. Furtheradditionalsupplementalannuities.

(f) Funding.—The actuary shall annually estimate the amount of
Commonwealthappropriationsfor the nextfiscal yearneededto fund, over
aperiod of [20] ten yearsfrom July 1, [1991] 2002,theadditionalmonthly
supplementalannuity provided for in this section.The boardshall submit
the actuary’s estimation to the Secretaryof the Budget on or before
November1 of eachyear.If, in anyyearafter 1988,theamountestimatedis
disapprovedunder section 610 of the act of April 9, 1929 (P.L.177,
No.175), known as The Administrative Code of 1929, as insufficient to
meetthe funding requirementsof this subsectionor is not appropriatedon
or beforeJuly 1, the additionalsupplementalannuityprovided for in this
section shall be suspendeduntil such time as an amount certified and
approvedas sufficientis appropriated.

§ 5708.3. Supplementalannuitiescommencing1994.

(f) Funding.—~Notwithstandingsection5508(e)(relating to actuarial
cost method), the] The additional liability for the increasein benefits
providedin this sectionshall befundedin equaldollar annualinstallments
[increasingby 5% eachyear] over a period of [20] ten yearsbeginning
July 1, [1995] 2002.

§ 5708.5. Supplementalannuitiescommencing1998.
***

(1) Funding.—~Notwithstandingsection5508(e)(relating to actuarial
cost method), the] The additional liability for the increasein benefits
providedin this sectionshallbe fundedin equaldollar annualinstalhnents
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[increasingby 5% eachyear] over a period of [20] ten yearsbeginning
July 1, [1998] 2002.

§ 5901. TheStateEmployees’RetirementBoard.
(a) Status and membership.—Theboard shall be an independent

administrativeboardandconsistof 11 members:the StateTreasurer,ex
officio, two Senators[or former Senators], two members[or former
members]of the Houseof Representativesandsix membersappointedby
the Governor,oneof whom shallbeanannuitantof the system,for termsof
four years, subject to confirmation by the Senate. At least five board
membersshallbe activemembersof thesystem,andatleasttwo shallhave
ten or moreyearsof creditedStateservice.Thechairmanof the boardshall
bedesignatedby theGovernorfrom amongthemembersof theboard.Each
memberof the board who is a memberof the General Assembly may
appointadulyauthorizeddesigneeto act inhisstead.

(b) Appointmentsand terms.—Thetwo memberselectedby the board
andservingon theeffectivedateof this title shallcontinueto serveuntil the
expirationof their respectiveterms.Themembers[or formermembers]of
the Senateshall be appointedby the Presidentpro temporeof the Senate
and shall consist of a majority and a minority member [or former
member]. The members [or former members] of the House of
Representativesshall be appointed by the Speaker of the House of
Representativesandshallconsistof amajority andaminority member[or
former member]. The legislativemembersshall serveon theboard for the
duration of [the terms for which they were electedand former legislative
members shall serve a term of two years.] their legislative termsand
shall continueto serve until 30 days after the convening of the next
regular sessionof the GeneralAssemblyafter the expiration of their
respectivelegislativeterms or until a successoris appointedfor the new
term,whicheveroccursfirst. Of the remainingfour appointees,oneshall
beappointedfor an initial termof two years,onefor an initial termof three
years,andtwo for an initial term of four years.A vacancyoccurringduring
the term of an appointedmembershallbe filled for the unexpiredterm by
theappointmentandconfirmationof asuccessorin the samemannerashis
predecessor.

§ 5902. Administrativedutiesof theboard.

(1) Member contributions.—Theboard shall cause all pickup
contributionsmadeon behalfof a memberto becreditedto the accountof
the memberand credit to his accountany otherpaymentmadeby such
member, including, but not limited to, amounts collectedby the Public
SchoolEmployees’RetirementSystemfor the reinstatementof previous
Stateserviceor creditable nonstateserviceand amountspaid to return
benefitspaid after the dateof return to Stateserviceor enteringschool
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service representing lump sum payments made pursuant to section
5705(a)(4)(iii) (relating to member’s options) and member’s annuity
payments,but not including other benefits returnedpursuantto section
5706(a.2) (relating to termination of annuities), and shall pay all such
amountsinto thefund.

* :4, *

§ 5903. Dutiesof the boardto adviseand report to headsof departments
andmembers.

(a) Manual of regulations.—Theboardshall, with the advice of the
AttorneyGeneraland the actuary,prepareand provide, within 90 daysof
theeffective dateof this part,amanualincorporatingrulesandregulations
consistentwith the provisionsof this part to theheadsof departmentswho
shall make the information containedtherein available to the general
membership.The boardshall thereafteradvise the headsof departments
within 90 daysof anychangesin suchrules andregulationsdueto changes
in th.e law or due to changesin administrativepolicies. As soon as
practicableafter thecommissioner’sannouncementwith respectthereto,the
board shall also advise the headsof departmentsas to anycost-of-living
adjustmentfor thesucceedingcalendaryearin theamountof the limitation
under IRC § 401(a)(17)~.]and the dollar amountsof the limitations under
IRC ~ 415(b). As soon aspracticableafter January 1 of each year, the
boardshall also advise the headsof departmentsof the employeesfor
whom, pursuantto section5502.1(relating to waiverof regular member
contributions and Social Security integration member contributions),
pickupcontributionsare notto bemade.

§ 5904. Duties of the boardto report to the Public School Employees’
RetirementBoard.

(b) Multipleservicemembershipof schoolemployees.—Uponreceiptof
notification from the Public SchoolEmployees’ RetirementBoard that a
former Stateemployeehasbecomean activememberin the Public School
Employees’RetirementSystemandhaselectedtoreceivecredit for multiple
service,the boardshall certify to thePublic SchoolEmployees’Retirement
Boardandconcurrentlyto themember:

(1) the total creditedservicein the systemandthe numberof years
andfractionalpartof a yearof servicecreditedin eachclassof service;

(2) the annual compensationreceived each calendaryear by the
memberfor creditedStateservice;[and]

(3) the social security integration credited service to which the
memberis entitledandthe averagenoncoveredsalaryupon which the
singlelife annuityattributableto suchservicewill becomputed~.];and

(4) the amount of the deductionsand the period over which they
are to be madeif the memberhaselectedpayroll deductionspursuant
to section5504 (relating to membercontributionsfor the purchaseof
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creditfor previousStateserviceor to becomeafull coveragemember)
or 5505 (relating to contributions for the purchaseof credit for
creditablenonstateservice).

Section 20. Section5905(b) of Title 71 is amendedandthe sectionis
amendedby addinga subsectionto read:
§ 5905. Duties of the board regarding applicationsand elections of

members.

(b) Schoolemployeeselectingmultiple servicestatus.—Uponreceiptof
notification from the Public School Employees’ RetirementBoard that a
former Stateemployeehasbecomean active memberin the Public School
Employees’RetirementSystemandhaselectedto becomea memberwith
multipleserviceslamstheboardshall:

(1) in caseof a member receiving an annuity from the system~,
discontinue]:

(i) discontinue payments,transfer the presentvalue~,at that
time,] of the member’s annuity at the time of entering school
service,plus the amount withdrawn in a lump sumpayment,on or
after the dateof enteringschool service,pursuant to section5705
(relating to member’soptions), with statutory interest to date of
transfer, minus the amount to be returned to the board on account
ofreturn to service,that the boardhasdeterminedis to be credited
in the members’savingsaccount,from theannuityreserveaccountto
the members’ savings account and resumecrediting of statutory
intereston theamountrestoredto hiscredit [andtransfer];

(ii) transfer the balanceof thepresentvalueof the total annuity,
minusthe amountto bereturned to the boardon accountof return
toservicethat the boardhasdeterminedis to be creditedin-theState
accumulationaccount,from theannuityreserveaccountto theState
accumulationaccount;[or] and

(iii) cer4fyto the memberthe amountof lump sum andannuity
paymentswith statutory interest the member is to return to the
boardand, of thoseamounts,whichamountshall becreditedto the
members’ savingsaccount and credited with statutory interestas
suchpaymentsare returned and which amountshall be creditedto
the Stateaccumulationaccount;or
(2) in caseof a memberwho is not receivingan annuityandhasnot

withdrawn his total accumulateddeductions,continueor resumethe
crediting of statutoryintereston histotal accumulateddeductionsduring
theperiodhistotal accumulateddeductionsremainin thefund;-or

(3) in caseof a former State employeewho is not receiving an
annuity from the systemand his total accumulateddeductionswere
withdrawn, certify to the former State employee the accumulated
deductionsas theywould havebeenat thetimeof hisseparationhadhe
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beena full coveragemembertogetherwith statutoryinterest for all
periodsof subsequentStateandschool serviceto thedateof repayment.
Such amount shall be restoredby him and shall be credited with
statutoryinterestas suchpaymentsarerestored.

0) Stateemployeeselectingmultiple servicestatus.—Uponreceiptof
notificationfrom the Public SchoolEmployees’RetirementBoard that a
memberwho has elected multiple service membershiphas elected to
restore school serviceor purchasecreditable nonschool service in the
Public SchoolEmployees’RetirementSystemor is obligatedto return
benefitsto the Public SchoolEmployees’RetirementBoardon accountof
electingmultiple servicemembershiphas electedto payall orpart of the
amountdue to the Public SchoolEmployees’RetirementBoard by salary
deductions, the board shall collect from the employeethe amounts
certified by the Public SchoolEmployees’RetirementBoard asdue and
owing by the memberand certify and transfer to the Public School
Employees’RetirementBoardthe amountssocollected.

Section21. Sections5906(c),(g) and(11), 5931(h),(i) and(j), 5937and
5938of Title 71 areamendedto read:
§ 5906. Dutiesof headsof departments.

(c) Member contributions.—Thehead of departmentshall causethe
requiredpickup contributionsfor currentserviceto bemadeandshalleanse
to be deductedanyotherrequiredmembercontributions,including, butnot
limited to, contributions owedby an activememberwith multiple service
membershipfor school serviceand creditable nonschoolservice in the
Public SchoolEmployees’RetirementSystemand amountscertified by
the Public School Employees’RetirementBoard as due and owing on
account of termination of annuities, from each payroll. The headof
departmentshallnotify theboardattimesandin amannerprescribedby the
board of the compensationof any noneligible member to whom the
limitation under IRC § 401(a)(17)either appliesor is expectedto apply and
shall causesuchmember’scontributionsdeductedfrom payroll to ceaseat
thelimitation under IRC § 40l(a)(17)on the payroll date if andwhensuch
limit shall be reached.The headof departmentshall certify to the State
Treasurerthe amountspicked up and deductedand shall send the total
amountpickedup anddeductedtogetherwith aduplicateof suchvoucherto
the secretaryof the boardeverypayperiod. The headof departmentshall
paypickup contributionsfrom thesamesourceof fundswhichis-usedlopay
othercompensationto theemployee.On or beforeJanuary31, 1997,andon
or beforeJanuary31 of eachyearthereafter,theheadof departmentshall, at
the time whenthe incomeand withholding informationrequiredby law is
furnishedto eachmember,alsofurnish theamountof pickup contributions
made on his behalfand notify the board, if it hasnot beenpreviously
notified, of anynoneligiblememberwhosecompensationin the preceding
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yearexceededtheannualcompensationlimit under IRC § 401(a)(17).If the
boardshall determinethat the member’ssavingsaccountshall havebeen
credited with pickup contributions for a noneligible member in the
precedingyear which are attributable to compensationin excessof the
limitation under IRC § 401(a)(17),or with total membercontributionsfor
suchmemberwhichwould causesuchmember’scontributionsor benefitsto
exceedany applicable limitation under IRC § 401(a)(17)or 415(b), the
boardshall assoonas practicablerefundto thememberfrom his individual
memberaccountsuchamount,togetherwith the statutoryinterestthereon,
aswill causethemember’stotal membercontributionsin theprecedingyear
not to exceedthe applicablelimit. The paymentof any suchrefundto the
membershallbechargedtothemember’ssavingsaccount.

(g) Former school employeecontributors.—Theheadof department
shall, upon the employmentof a former contributor to the Public School
Employees’RetirementSystemwhois not an annuitantof thePublicSchool
Employees’RetirementSystem,advisesuchemployeeof his right to elect
within [30J 365daysof entryinto the systemto becomea multiple service
member,and in the caseof any such employeewho so elects and has
withdrawnhisaccumulateddeductions,requirehim to reinstatehiscredit in
the Public School Employees’ Retirement System. The head of the
departmentshalladvisetheboardof suchelection.

(h) Formerschoolemployeeannuitants.—Theheadof departmentshall,
upon the employmentof an annuitantof the Public School Employees’
RetirementSystemwho appliesfor membershipin the system,advisesuch
employeethat hemay electmultiple service membershipwithin [30] 365
daysof entryinto thesystemandif hesoelectshispublicschoolemployee’s
annuity will be discontinuedeffectiveupon the dateof his return to State
service and, upon terminationof State service and application for an
annuity, the annuity will be adjustedin accordancewith section 5706
(relating to terminationof annuities).Theheadof departmentshall advise
theboardof suchelection.

***

§ 5931. Managementof fund andaccounts.

(h) Venturecapital~.—Venturecapital investmentsshall be limited to
not more than 2% of the book value of the total assetsof the fund as
determined for financial statement purposes as of December 31 next
preceding the date of investment. An investment shall be deemeda
venture capital investment if it results in the acquisition of equity
interests or a combination of debt and equity interests in a business
which is expectedto grow substantially in the future and in which the
expected return on investment is to come predominantly from an
increase in value of the equity interests and are not interests in or
securedby real estate.A venture capital investmentmay be madeonly
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if, in the judgment of the board, the investment is reasonably likely to
enhancethe general welfare of this Commonwealth and its citizensand
meets the standard of prudence set forth in subsection (a). In
determining whether the investment meets the standard of prudence,
the board may consider, together with the expectedreturn on and the
risk characteristics of the particular investment, the actual and
expectedfuture returns and the risk characteristicsof the total venture
capital investments held by the board at the time and the degreeto
which the proposed new investment would promote further
diversification within the venture capital assetclass.],privateplacement
and alternative investments.—Theboard in its prudent discretion may
makeany venture capital investment,private placementinvestmentor
other alternative investmentof any kind, structure or manner which
meetsthe standardofprudencesetforth in subsection(a).

(i) Vehicles for authorized investments.—Theboard in its prudent
discretionmaymakeany investmentswhich meetthe standardof prudence
setforth in subsection(a) by [becominga limited partnerin partnerships
that will hold such investments; or by acquiring shares or units of
participation or otherwise participating beneficially in bank collective
trusts or in the separateaccountsof any insurancecompany authorized
to do businessin this Commonwealth; or by acquiring stocksor shares
or units of participation or otherwise participating beneficially in the
fund of any corporation or trust organized or created and existing
under the lawsof the United Statesor of any state,district or territory
thereof, which fund is maintained for and consists of assets of
employees’ benefit trusts, including governmental plans as defined in
IRC § 414(d) or which meet the requirements for qualification under
IRC § 401] acquiring any type of interest in a businessorganization
existingunderthe laws ofanyjurisdiction, providedthat, in anysuchcase,
theliability of theStateEmployees’RetirementFundshallbelimited to the
amountof its investment.

(j) Legislative declaration concerning certain authorized
investments.—TheGeneralAssembly fmds and declaresthat authorized
investmentsof thefund madeby or on behalfof theboardunderthis section
wherebythe boardbecomesajoint owneror stockholderin anycompany,
corporation [or], associationor other lawful businessorganization are
outsidethe scopeof the original intent of andthereforedo not violate the
prohibition set forth in section 8 of Article VIII of the Constitutionof
Pennsylvania.
§ 5937. Enforcementofficers’ benefitaccount.

(a) Creditsandchargesto account.—Theenforcementofficers’ benefit
account shall be the ledger account to which shall be credited moneys
transferredfrom the enforcementofficers’ retirementaccountin the State
StoresFundaccordingto theprovisionsof the [Liquor Code,] act of April
12, 1951 (P.L.90,No.21), known as the Liquor Code,andanyadditional
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Commonwealthor other employer contributionsprovided for in section
5507 (relating to contributionsby theCommonwealthandotheremployers)
which are creditable to the enforcementofficers’ benefit account. The
enforcementofficers’ benefit accountshall be creditedwith the required
interest. In addition,upon the filing of an applicationfor an annuity by a
memberwhois an enforcementofficer of thePennsylvaniaLiquor Control
Board, the total accumulateddeductionsstanding to the credit of the
memberin the members’savingsaccountandthe necessaryreservesfrom
the State accumulationaccount shall be transferredto the enforcement
officers’ benefit account.Thereafter,the total annuity of such annuitant
shall bechargedto theenforcementofficers’ benefitaccountandpaidfrom
thefund.

(b) Transfersfrom account.—Shouldthesaidannuitantbe subsequently
restoredto active service,the presentvalueof the member’sannuityat the
timeof reentryinto Stateserviceshall be transferredfrom the enforcement
officers’ benefitaccountandplacedto hisindividual credit in themembers’
savingsaccount.In addition,theactuarialreservefor hisannuitycalculated
asif hehadbeena memberof ClassA if the annuitant doesnot haveany
ClassAA servicecreditedand calculatedas pf he had beena memberof
ClassAA ~fthe annuitant does have ClassAA service credited less the
amounttransferredto the members’savings accountshall be transferred
from the enforcementofficers’ benefit accountto the Stateaccumulation
account.Upon subsequentretirementother thanas an enforcementofficer
theactuarialreserveremainingin theenforcementofficers’ benefitaccount
shallbe transferredtotheappropriatereserveaccount.
§ 5938. Supplementalannuityaccount.

The supplementalannuityaccountshall be the ledgeraccountto which
shall be creditedall contributionsfrom the Commonwealthin accordance
with [sections] section 5507(b) (relating to contributions by the
Commonwealthand otheremployers)~,5708.3(1) (relatingto funding for
supplementalannuitiescommencing1994) and 5708.5(1) (relating to
funding for supplementalannuitiescommencing1998)] for the payment
of the supplementalannuities provided in sections 5708 (relating to
supplementalannuities), 5708.1 (relating to additional supplemental
annuities),5708.2 (relating to further additional supplementalannuities),
5708.3 (relating to supplementalannuities commencing1994), 5708.4
(relating to specialsupplementalpostretirementadjustment)and 5708.5
(relating to supplementalannuitiescommencing1998).The supplemental
annuity account shall be credited with valuation interest. The reserves
necessaryfor the payment of such supplementalannuities shall be
transferredfrom the supplementalannuity accountto the annuity reserve
accountasprovidedin section5935 (relatingto annuityreserve-account-).

Section 22. (a) Serviceperformedby a memberof the Public School
Employees’RetirementSystemprior to December31, 2001, shall not be
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includedwhencalculatingthe 95 daysan annuitantmay return to service
under24 Pa.C.S.§ 8346(b).

(b) Serviceperformedby amemberof the StateEmployees’Retirement
Systemprior to July 1, 2001,shallnot be includedwhencalculatingthe95
daysan annuitantmay return to servicein acalendaryearwithout loss of
annuitypursuanttoll Pa.C.S.§ 5706.

Section 23. (a) A memberwhosemostrecentperiod of employment
beganbefore the effective dateof this sectionshall not havebenefitsfrom
the PublicSchoolEmployees’RetirementSystemreducedby thelimitations
on benefitsundersection415 of theInternal RevenueCodeof 1986 (Public
Law 99-514, 26 U.S.C. § 415), as amended,to less than the member
otherwisewouldhavereceivedhadthisactnot beenenacted.

(b) A memberwhosemost recentperiod of employmentbeganbefore
the effective dateof this sectionshallnot havehisor her benefitsfrom the
StateEmployees’RetirementSystemreducedby thelimitations onbenefits
undersection415 of theInternalRevenueCodeof 1986,asamended,to less
thanheor sheotherwisewouldhavereceivedhadthis actnot beenenacted.

Section24. Any andall investmentsof the Public School Employees’
RetirementBoardandtheStateEmployees’RetirementBoardwhichon the
effective date of this section are owned or held through a vehicle as
describedin 24 Pa.C.S§ 8521(i) or71 Pa.C.S§ 5931(i), asapplicable,shall
bedeemedtohavebeenlawfully madethroughsuchvehicleatinception.

Section 25. If the Public School Employees’ Retirement Board
determinesthat its authorityover healthinsuranceis impairedbecauseof a
judicial decisionrelatingto 24 Pa.C.5.PartV whichhasbecomefinal, the
boardshall transmitnoticeof its determinationto theLegislativeReference
Bureaufor publicationin thePennsylvaniaBulletin.

Section26. Exceptas maybeotherwisespecificallyprovided,references
in thisact to provisionsof the InternalRevenueCodeof 1986 (Public Law
99.514, 26 U.S.C. § 1 et seq.), including for this purposeadministrative
regulationspromulgatedthereunder,are intendedto includesuchlaws and
regulationsin effect on the effective dateof this sectionandas theymay
hereafter be amended or supplemented or supplanted by successor
provisions.

Section27. (a) Notwithstandingtheprovisionsof 24 Pa.C.S.§ 8503(b),
the statementfor eachmemberpreparedby thePublic SchoolEmployees’
RetirementBoard for theperiodsendingJune30, 2001,and June30, 2002,
and anyother statementsor estimatesof benefitspreparedby the board
pursuantto the Public School Employees’ Retirement Code from the
effectivedateof this sectionto June30, 2002,neednot reflect provisionsof
thisact.

(b) Notwithstanding the provisions of 71 Pa.C.S. § 5903(b), the
statementfor eachmemberpreparedby the StateEmployees’Retirement
Beardfor the periodendingDecember31, 2001, andany otherstatements
or estimatesof benefits preparedby the board pursuant to the State
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Employees’RetirementCodefrom theeffectivedateof this sectionto June
30, 2002,neednot reflectprovisionsof thisact.

Section28. (a) Notwithstandingtheprovisionsof 24 Pa.C.S.Pt.W, the
obligation of the Public School Employees’ RetirementBoard to make
paymentswithin specifiedtime periodsof the receiptof applications for
benefitsor other informationshall not applyfrom the effectivedateof this
sectiontoJuly2, 2002.

(b) Notwithstanding the provisions of 71 Pa.C.S.Pt. XXV, the
obligation of the StateEmployees’ RetirementBoard to makepayments
within specifiedtimeperiodsof the receiptof applicationsfor benefitsor
other informationshall not applyfrom theeffective dateof this sectionto
June30,2002.

Section 29. Notwithstandingthe limitation containedin 24 Pa.C.S.
§ 8507(c),any activememberof the Public SchoolEmployees’Retirement
System who was formerly an active member in the State Employees’
Retirement System and whose service credit in the State Employees’
RetirementSystemhasnot been convertedto servicecreditedin another
public pensionplanor retirementsystemin this Commonwealthmay elect
tobecomeamultipleservicememberon orbeforeDecember31,2003.

Section 30. Notwithstandingthe limitation containedin 71 Pa.C.S.
§ 5907(c),anyactivememberof the StateEmployees’ RetirementSystem
who was formerly an active memberof the Public School Employees’
Retirement System and whose service credit in the Public School
Employees’RetirementSystemhasnot beenconvertedto servicecreditedin
anotherpublic pensionplan or retirement systemin this Commonwealth
mayelectto becomeamultiple servicememberon or beforeDecember31,
2003.

Section 31. Notwithstandingany other provisions of law, the Public
School Employees’RetirementBoard shall, effective for the fiscal year
beginning July 1, 2001, recertify to the Secretaryof the Budgetand the
employers, within 15 days of the effective date of this section, the
contributions,rates,factorsandamountssetforth in 24 Pa.C.S.§ 8502(k) to
reflect theimpactof the amendmentof 24 Pa.C.S.§ 8509(b). Theboard’s
recertification shall reflect all changes in the contributions, rates and
amountspreviouslycertifiedby the boardprior to theeffective dateof this
sectionfor the fiscal year beginningJuly 1, 2001,requiredto comply with
24 Pa.C.S§ 8328,causedby theamendmentof 24 Pa.C.S.§ 8509(b).This
recertificationshallsupersedetheprior certificationfor all purposes.

Section32. Notwithstandinganyotherprovisionof law, the liability for
anyadditionalbenefitsestablishedby thisactshallbefundedin equaldollar
annualpaymentsoveraperiodof tenyearscommencingJuly 1, 2002.

Section 33. (a) Nothing in this act which amendsor supplements
provisionsof 24 Pa.C.S.Pt. IV in relation to requirementsfor qualification
of thePublic SchoolEmployees’RetirementSystemas a qualified pension
planunder the Internal RevenueCodeof 1986 (Public Law 99-514, 26
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U.S.C. § 401(a) or 415(b)), as amended,nor any constructionof such
provisionsas so amendedor supplementedor any rules or regulations
ado]ptedundersuchpart shall createin anymemberof thesystemor in any
other person claiming an interest in the account of any member a
contractual right, either expressor implied, in such provision. Such
provision shall remainsubject to the Internal RevenueCodeof 1986, as
amended,and regulations thereunder as the same may hereafter be
amended,andthe GeneralAssemblyreservesto itself suchfurther exercise
of its legislative power to amendor supplementsuchprovisionsas may
from time to timebe requiredto maintainthe qualificationof suchsystem
as a qualified pensionplanundersection 401(a) of the Internal Revenue
Codeof 1986.

(b) Nothing in this actwhich amendsor supplementsprovisionsof 71
Pa.C.S.Pt. XXV in relation to requirementsfor qualification of the State
Employees’ Retirement System as a qualified pension plan under the
Internal RevenueCodeof 1986 (PublicLaw 99-514,26 U.S.C. §~401(a)
and415(b))norany constructionof 71 Pa.C.S.Pt. XXV, as so amendedor
supplemented,or anyrules or regulationsadoptedunder 71 Pa.C.S.Pt.
XXV shall createin any memberof the system or in any other person
claiming an interestin theaccountof anysuchmemberacontractualright,
either expressor implied. The provisions of 11 Pa.C.S.Pt. XXV shall
remain subject to the Internal RevenueCode of 1986, as amended,and
regulationsthereunderas the samemay hereafterbe amended,and the
GeneralAssemblyreservesto itself such further exerciseof its legislative
powertoamendor supplementsuchprovisionsas mayfrom timeto timebe
requiredin order to maintainthe qualificationof suchsystemasaqualified
pensionplanundersection401(a)of theInternalRevenueCodeof 1986.

Section 34. (a) Nothing in this actshall be construedor deemedto
imply that, but for the expressedapplicationsof the limitations on benefits
under section415 of the Internal RevenueCodeof 1986 (Public Law 99-
514, 26 U.S.C.§ 415),as amended,thoselimitationswould not otherwise
apply to membersof the Public SchoolEmployees’RetirementSystemand
the benefitspayablepursuantto 24 Pa.C.S.Pt. IV.

(b) Nothing in thisact shall be construedor deemedto imply that, but
for the expressedapplicationsof the limitations on benefitsundersection
401(a)or 415 of the Internal RevenueCodeof 1986(Public Law 99-514, 26
U.S.C. § 401 or 415), those limitations would not otherwiseapply to
membersof the State Employees’ RetirementSystem and the benefits
payablepursuanttoll Pa.C.S.Pt.XXV.

Section35. (a) Exceptas provided in section23(a),this actshall be
construed and administeredin such manner that the Public School
Employees’RetirementSystem will satisfy the requirementsnecessaryto
qualify as a qualified pension plan under section415(b) of the Internal
RevenueCodeof 1986(Public Law 99-514, 26 U.S.C.§415(b)).
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(b) Exceptas providedin section23(b), this actshall be construedand
administeredin suchmannerthat the StateEmployees’RetirementSystem
will satisfytherequirementsnecessaryto qualify as aqualifiedpensionplan
undersection415(b) of the Internal RevenueCodeof 1986 (PublicLaw99-
514, 26 U.S.C.§ 415(b)).

Section36. Severabilityof thisactshallbeasfollows:
(1) Exceptassetforth in paragraph(2), if anyprovisionof this actor its

application to any personor circumstanceis held invalid, the invalidity
shall not affect otherprovisionsor applicationsof this act which can be
giveneffectwithouttheinvalid provision or application.

(2) If any of the following provisions of this act is held invalid,
independentof its applicationto any person or circumstance,all of the
following provisionsof thisactarevoid:

(i) The amendmentof the definitions of “basic contribution rate,”
“class of service multiplier,” “standard single life annuity” and
“superannuationor normal retirementage” in 24 Pa.C.S.§ 8102.

(ii) The amendmentor additionof 24 Pa.C.S.§~8303; 8304; 8305
exceptfor subsection(c)(4)(ii); 8305.1; 8323(a), (c) and (c.1); 8328;
8346(d)(2)(i); 8348.1;8348.2;8348.3; 8348.5;and8525.

(iii) Except insofar as relates to section 415(b) of the Internal
RevenueCodeof 1986 (PublicLaw 99-514, 26 U.S.C. § 1 et seq.),the
amendmentof the defmitions of “active member,” “class of service
multiplier,” “credited service” and “inactive member” in 71 Pa.C.S.
§ 5102.

(iv) Except insofar as relates to section 415(b) of the Internal
RevenueCodeof 1986, the amendmentof 71 Pa.C.S.§~5302, 5305,
5501 and5502.

(v) Theamendmentor addition of 71 Pa.C.S.§~5303; 5306except
for subsection(a.1)(7)(ii); 5306.1;5306.2; 5502.1;5507; 5508; 5702(c);
5706(c)(2)(i);5707(1);5708.1;5708.2;5708.3;5708.5;5937; and5938.
Section36.1. Theamendmentof thedefinitionof “vestee”in 24 Pa.C.S.

§ 8102 and24 Pa.C.S.§~8307,8308,8345(a)and8507(g)shall apply to
all membersof theSchoolEmployees’RetirementSystemwhoareactiveor
inactiveon leavewithoutpayon theeffectivedateof this sectionandto any
former school employee who is a multiple service member, is a State
employeeandis amemberof the State Employees’RetirementSystemon
theeffectivedateof this section.

Section37. Theamendmentof thedefinition of “vestee” in 71 Pa.C.S.
§ 5102and71 Pa.C.S.§~5308(b),5309,5704(b)and5705(a)shallapplyto
all membersof the StateEmployees’RetirementSystemwhoareactiveor
inactive on leavewithout pay on July 1, 2001, and to any former State
employeewho is a multipleservicemember,is a schoolemployeeandis a
memberof the Public School Employees’ RetirementSystem on July 1,
2001.
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Section38. (a) Electionsto becomeaClassT-D membermay be filed
with the Public SchoolEmployees’RetirementBoardbeforeJuly 1, 2001,
but will not be effectiveuntil July 1, 2001,andwill be effectiveonly if the
memberis eligibleto maketheelectionon July 1, 2001.

(b) Electionsto becomeaClassAA membermaybefiled with the State
Employees’RetirementBoardbeforeJuly 1, 2001,but will not be effective
until July 1, 2001,and will be effective only if the memberis eligible to
makethe electionon July 1, 2001.

Section39. Thisactshalltakeeffectasfollows:
(IL) The following provisionsshall takeeffect immediately

(i) Section1 of thisact.
(ii) The amendmentof the definitions of “active member,”“credited

service”and“inactivemember”in 24 Pa.C.S.§ 8102.
(iii) Theamendmentof 24 Pa.C.S.§ 8302(a).
(iv) Theamendmentof 24Pa.C.S.§ 8321.
(v) Theamendmentor additionof 24Pa.C.S.§ 8327(b)(1)and(2).
(vi) Theadditionof 24 Pa.C.S.§ 8342(c).
(vii) Theaddition of 24 Pa.C.S.§ 8344(e).
(viii) Theamendmentof 24 Pa.C.S.§ 8501(a)and(b).
(ix) Therepealof 24 Pa.C.S.§ 8502.1.
(x) Theamendmentof 24 Pa.C.S.§ 8503(a).
(xi) Theamendmentof 24 Pa.C.S.§ 8506(c).
(xii) Theamendmentof 24 Pa.C.S.§ 8509(b).
(xiii) Theamendmentof 24 Pa.C.S.§ 8521(h),(i) and(j).
(xiv) Theadditionof 24 Pa.C.S.Pt. V.
(xv) Theamendmentof the definitionsof “active member,”“credited

service”and“inactivemember”in 71 Pa.C.S.§ 5102.
(xvi) Theamendmentof 11 Pa.C.S.§ 5302(a).
(xvii) Theamendmentof 71 Pa.C.S.§ 5304(a).
(xviii) Theamendmentof 71 Pa.C.S.§ 5305(b).
(xix) Theadditionofll Pa.C.S.§ 5306.2.
(xx) Theamendmentof 71 Pa.C.S.§ 5501.
(xxi) Theamendmentof 71 Pa.C.S.§ 5502.
(xxii) Theadditionof 71 Pa.C.S.§ 5502.1.
(xxiii) Theamendmentor additionof 71 Pa.C.S.§ 5702(c)and(d).
(xxiv) Theamendmentor additionof 71 Pa.C.S.§ 5704(1)and(g).
(xxv) Theadditionof7l Pa.C.S§ 5707(1).
(xxvi) Theamendmentof 71 Pa.C.S.§ 5901(a)and (b).
(xxvii) Theamendmentof 71 Pa.C.S.§ 5903(a).
(xxviii) As muchof theamendmentof 71 Pa.C.S.§ 5906(c)asrelates

to section415 of theInternalRevenueCodeof 1986(Public Law99-514,
26 U.S.C.§ 415).

(xxix) Theamendmentof 71 Pa.C.S.§ 5931(h), (i) and(j).
(xxx) Theamendmentof 71 Pa.C.S.§ 5937.
(xxxi) Section23 of this act.
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(xxxii) Section24 of thisact.
(xxxiii) Section25 of this act.
(xxxiv) Section26 of this act.
(xxxv) Section27 of this act.
(xxxvi) Section28 of this act.
(xxxvii) Section31 of thisact.
(xxxviii) Section32of thisact.
(xxxix) Section33 of this act.
(xl) Section34 ofthis act.
(xli) Section35 of this act.
(xlii) Section36of thisact.
(xliii) Section38 of thisact.
(xliv) This section.

(2) ThefollowingprovisionsshalltakeeffectSeptember1,2001:
(i) The additionof the definitionof “actuarial increasefactor” in 71

Pa.C.S.§ 5102.
(ii) Theadditionof 71 Pa.C.S.§ 5305.1.
(iii) Theamendmentor additionof 71 Pa.C.S.§ 5702(a)introductory

paragraphand(a.1).
(3) Thefollowing provisionsshalltakeeffect July 1, 2002:

(i) Theamendmentof 71 Pa.C.S.§ 5507(b).
(ii) Theamendmentof 71 Pa.C.S.§ 5508(b),(C), (e) and(1).
(iii) Theamendmentof 11 Pa.C.S.§ 5708.1(1).
(iv) Theamendmentof 71 Pa.C.S.§ 5708.2(1).
(v) Theamendmentof 71 Pa.C.S.§ 5708.3(1).
(vi) Theamendmentof 71 Pa.C.S.§ 5708.5(1).
(vii) Theamendmentofll Pa.C.S.§ 5938.

(4) The addition of 24 Pa.C.S § 8502.2 shall take effect upon
publicationof thenoticeundersection25.

(5) The remainder of this act shall take effect July 1, 2001, or
immediately,whicheveris later.

Aiwowr—The 17thdayof May, A.D. 2001.

THOMAS J. RIDGE


