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No. 2002-38

AN ACT

HB 27

AmendingTitles 24 (Education)and 71 (StateGovernment)of the Pennsylvania
ConsolidatedStatutes,further providing for creditablenonschoolservice,for
election to becomea Class T-D member, for actuarialcost method andfor
terminationof annuities;providing for supplementalannuitiescommencing2002
and2003;furtherproviding for paymentof benefits,for annuityreserveaccount
andfor thedefinitionsof “creditablenonstateservice,”“Stateemployee,”“State
service” and“total accumulateddeductions”;providing for noticeto members;
further providing for mandatoryandoptional membership,for credited State
service andfor retentionandreinstatementof service credits; providing for
election to convert school service to State service; further providing for
creditable nonstateservice, for classesof service, for contributions by the
Commonwealthandotheremployersandfor actuarialcostmethod;providing for
transferof accumulateddeductions;further providing for disability annuities;
providingfor supplementalannuitiescommencing2002and2003andfor special
supplementalpostretirementadjustmentof 2002; furtherproviding for dutiesof
the boardto adviseandreportto headsof departmentsandmembers,for duties
of the boardto report to the Public School Employees’RetirementBoard,for
rights and duties of annuitants, for members’ savings account, for State
accumulation account and for supplementalannuity account; and making
technicalcorrections.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. Sections8304(a),8305.1(c),8328 and8346(a.1)and(b) of
Title 24 of thePennsylvaniaConsolidatedStatutesareamendedto read:
§ 8304. Creditablenonschoolservice.

(a) Eligibility.—An activememberor amultipleservicememberwhois
an active member of the State Employees’ RetirementSystemshall be
eligible to receiveClassT-C servicecredit for creditablenonschoolservice
andClassT-D servicefor interveningmilitary service,providedthemember
[elects to become]becomesa Class T-D memberpursuant to section
8305.1 (relating to election to becomea Class T-D member) or 8305
(relating to classesof service),asset forth in subsection(b) providedthat
he is not entitled to receive,eligible to receivenowor in the future, or is
receiving retirementbenefits for such service under a retirementsystem
administeredandwholly or partially paid for by any other governmental
agencyorby anyprivateemployer,or aretirementprogramapprovedby the
employer in accordancewith section8301(a)(1)(relating to mandatoryand
optionalmembership),andfurther providedthatsuchserviceis certifiedby
the previousemployerand the mannerof paymentof the amount dueis
agreeduponby themember,theemployer,andtheboard.

§ 8305.1. Electionto becomeaClassT-D member.
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(c) Effectof election.—Anelectionto becomeaClassT-D membershall
remain in effect until the terminationof employment[and shall result in
all servicewhich could havebeencreditedas ClassT-C servicebeing
creditedas ClassT-D service].Thosememberswho, on theeffective date
of this section,contributeat the rate of 5 1/4% shall be deemedto have
acceptedthe basic contribution rate of 6 1/2% for all ClassT-D service
performedonor afterJanuary1, 2002.Thosememberswho,on theeffective
dateof this section,contributeatthe rateof 6 1/4%shallbedeemedtohave
acceptedthe basic contributionrate of 7 1/2% for all ClassT-D service
performedonor afterJanuary1, 2002.

§ 8328. Actuarial costmethod.
(a) Employer contribution rate on behalf of active members.—The

amountof thetotal employercontributionson behalfof all activemembers
shall be computedby theactuaryas a percentageof the total compensation
of all activemembersduring theperiod for whichtheamountis determined
andshall beso certified by the board.The total contributionrateon behalf
of all active membersshall consist of the normal contribution rate as
definedin subsection(b) [and], the accruedliability contribution rate as
definedin subsection(c) and the supplementalannuity contribution rate
asdefinedin subsection(d). The totalcontribution rateshall be modified
by theexperienceadjustmentfactorsascalculatedin subsection-(e)but-in no
case shall it be less than [zero] 1% plus the premium assistance
contribution rate.

(b) Normal contribution rate.—Thenormalcontribution rate shall be
determinedafter each actuarial valuation. Until all accrued liability
contributionshavebeencompleted,the normal contribution rateshall be
determined,on the basisof an annualinterestrateandsuchmortality and
other tablesas shall beadoptedby the board in accordancewith generally
acceptedactuarialprinciples, as a level 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 anyprospective
benefitpayableto him, in excessof that portion funded by hisprospective
membercontributions,except for the supplementalbenefits provided in
sections8348 (relating to supplementalannuities), 8348.1 (relating to
additional supplementalannuities),8348.2 (relating to further additional
supplementalannuities), 8348.3 (relating to supplementalannuities
commencing1994),8348.4(relating to specialsupplementalpostretirement
adjustment)[and], 8348.5(relating to supplementalannuitiescommencing
1998), 8348.6(relating to supplementalannuitiescommencing2002) and
8348.7(relating to supplementalannuitiescommencing2003).

(c) Accrued liability contributionrate.—Forthe fiscal yearbeginning
July 1, 2002,the accruedliability contribution rateshallbecomputedasthe
rate of totalcompensationof all activememberswhich shallbe certifiedby
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theactuaryas sufficientto fund overaperiodof ten yearsfrom July 1, 2002,
the presentvalue of the liabilities for all prospectivebenefits of active
members,exceptfor the supplementalbenefitsprovidedin sections8348,
8348.1,8348.2,8348.3,8348.4[and], 8348.5,8348.6and8348.7,in excess
of the total assetsin the fund (calculatedby recognizing the actuarially
expectedinvestmentreturn immediatelyand recognizing the difference
between the actual investment return and the actuarially expected
investmentreturn over a five-yearperiod), excluding the balancein the
annuity reserveaccount,andof the presentvalueof normal contributions
andof membercontributionspayablewith respectto all active memberson
July 1, 2002, during the remainderof their active service.Thereafter,the
amountof each annualaccruedliability contributionshall be equal to the
amount of such contribution for the fiscal year, beginning July 1, 2002,
except that, if the accrued liability is increasedby legislation enacted
subsequentto June30,2002,suchadditional liability shallbefundedover a
period of ten years from the first day of July, coincidentwith or next
following the effective date of the increase.The amount of each annual
accruedliability contributionfor suchadditional legislativeliabilities shall
beequalto theamountof suchcontributionfor thefirst annualpayment.

(d) Supplementalannuity contribution rate.—Contributionsfrom the
Commonwealthandotheremployersrequiredto providefor thepaymentof
the supplementalannuitiesprovidedfor in sections8348, 8348.1,8348.2,
8348.4 and8348.5 shall be paidover a period of ten years from July 1,
2002. The funding for the supplementalannuities commencing2002
providedfor in section8348.6shall be asprovidedin section8348.6(I).
Thefunding for the supplementalannuities commencing2003provided
for in section8348.7shall beasprovidedin section8348.7(1).Theamount
of each annualsupplementalannuitiescontribution shall be equal to the
amountof suchcontributionfor the fiscalyear beginningJuly 1, 2002. In
the event that supplementalannuitiesare increasedby legislationenacted
subsequentto June 30, 2002, the additional liability for the increased
benefitsto be amortizedshallbe fundedin equaldollar annualinstallments
over a period of ten years [from the July 1, coincident with or next
following theeffectivedateof suchlegislation].

(e) Experienceadjustmentfactor.—Foreachyear after theestablishment
of theaccruedliability contributionratefor thefiscalyearbeginningJuly 1,
2002,anyincreaseor decreasein theunfundedaccruedliability [(including
liability for supplementalannuities)],excludingthe gainsor losseson
the assetsof the health insurance account, due to actual experience
differing from assumedexperience,changesin actuarial assumptions,
changesin the termsandconditionsof the benefitsprovidedby thesystem
by judicial, administrative or other processesother than legislation,
including, but not limited to, reinterpretationof theprovisionsof this part,
shall be amortizedin equaldollar annualinstallmentsover a period of ten
yearsbeginningwith theJuly 1 secondsucceedingthe actuarialvaluation.
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(1) Premiumassistancecontributionrate.—For [the] each fiscal year
beginning with July 1, 1991, the total contribution rate as calculated
accordingto this section shall be increasedannually in the full amount
certified by theboardas necessaryto fund thepremiumassistanceprogram
in accordancewith section 8509 (relating to health insurancepremium
assistanceprogram),notwithstandinganyotherprovisionsof this section.
§ 8346. Terminationof annuities.

(a.1) Returnof benefits.—In the event an annuitantwhose annuity
ceasespursuantto this section receivesany annuity payment,including a
lump sumpaymentpursuantto section8345 (relatingto member’soptions)
on or after thedateof his returnto schoolserviceor entering Stateservice,
theannuitantshallreturn to theboard theamountsoreceivedplusstatutory
interest.Theamountpayableshallbecertified in eachcaseby the board in
accordancewith methodsapprovedby the actuaryand shallbe paid in a
lump sum within 90 daysor in the caseof an active memberor a State
employeewho is an active member of the State Employees’ Retirement
Systemmaybe amortizedwith statutoryinterestthroughsalarydeductions
in amounts agreed upon by the member and the board. The salwy
deductionamortizationplansagreedto by the memberandthe boardmay
include a deferral of paymentamountsand statutory interest until the
termination of school service or State service as the board in its sole
discretion decides to allow. The board may limit salary deduction
amortization plans to such terms as the board in its sole discretion
determines.In the caseof a Stateemployeewhois an activememberof the
State Employees’ RetirementSystem,the agreedupon salary deductions
shall be remittedto the State Employees’RetirementBoard, which shall
certifyandtransferto theboardtheamountspaid.

(b) Returnto schoolserviceduring emergency.—When,in thejudgment
of the employer,an emergencycreatesan increasein the work load such
thatthereis seriousimpairmentof serviceto thepublicor in the eventof a
shortageof appropriatesubject certified teachers,an annuitantmay be
returnedto schoolservicefor aperiod not to exceed95 full-day sessionsin
any schoolyear without loss of his annuity. In computingthe numberof
daysan annuitanthasreturnedto schoolservice,any amountof time less
thanone-halfof adayshallbecountedasone-halfof aday.

Section2. Title 24 is amendedby addingsectionstoread:
~8348.6. Supplementalannuitiescommencing2002.

(a) Benefits.—Commencingwith the first monthly annuity payment
afterJuly 1, 2002,anyeligible benefitrecipientshall be entitledto receive
an additional monthly supplementalannuityfrom the system.This shall
bein additionto the supplementalannuitiesprovidedfor in sections8348
(relating to supplementalannuities), 8348.1 (relating to additional
supplemental annuities), 8348.2 (relating to further additional
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supplemental annuities), 8348.3 (relating to supplemental annuities
commencing 1994), 8348.4 (relating to special supplemental
postretirementadjustment)and8348.5(relating to supplementalannuities
commencing1998).

(b) Amount of supplemental annuity.—The amount of the
supplemental annuity payable pursuant to this section shall be a
percentageof the amount of the monthly annuity paymenton July 1,
2002, determinedon the basis of the most recent effective date of
retirement,asfollows:

Mostrecenteffectivedate Percentagefactor
of retirement

July 2, 1988,throughJuly 1, 1990 8.0%
July 2, 1983,throughJuly 1, 1988 10.0%
July 2, 1980,throughJuly 1, 1983 15.0%
Prior toJuly 2, 1980 25.0%
(c) Payment.—Thesupplementalannuityprovidedunderthis section

shall bepaidautomaticallyunlessthe annuitantfiles a written notice with
the board requestingthat the additional monthly supplementalannuity
notbepaid.

(d) Conditions.—The supplementalannuity provided under this
sectionshall bepayableunderthe sameterms and conditionsas provided
under the optionplan in effectasofJuly 1, 2002.

(e) Benefitsto beneficiariesor survivors.—Nosupplementalannuity
providedunder this sectionshall bepayableto the beneficiaryor survivor
annuitant ofa memberwhodiesbeforeJuly 1, 2002.

(1) Funding.—The additional liability for the increase in benefits
provided in this section shall be funded in equal dollar annual
installmentsovera periodoften yearsbeginningJuly 1, 2003.

(g) Eligible benefit recipient.—As used in this section, the term
“eligible benefit recipient” means a person who is receiving a
superannuation, withdrawal or disability annuity on July 1, 2002, and
whosemostrecenteffectivedateof retirement isprior to July 2, 1990,but
the supplementalannuities provided under this section shall not be
payableto an annuitant receivinga withdrawalannuity prior to the first
day of July coincident with or following the annuitant’s attainmentof
superannuationage.
~8348.7. Supplementalannuitiescommencing2003.

(a) Benefits.—Commencingwith the first monthly annuity payment
afterJuly 1, 2003,anyeligible benefitrecipientshall beentitledto receive
an additional monthlysupplementalannuityfrom the system.This shall
be in addition to the supplementalannuitiesprovidedfor in sections8348
(relating to supplemental annuities), 8348.1 (relating to additional
supplemental annuities), 8348.2 (relating to further additional
supplemental annuities), 8348.3 (relating to supplemental annuities
commencing 1994), 8348.4 (relating to special supplemental
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postretirementadjustment)and8348.5(relating to supplementalannuities
commencing1998).

(b) Amount of supplemental annuity.—The amount of the
supplemental annuity payable pursuant to this section shall be a
percentageof the amount of the monthly annuity paymenton July 1,
2003, determinedon the basis of the most recent effective date of
retirement,asfollows:

Most recenteffectivedate Percentagefactor
of retirement

July 2, 2001,throughJuly 1, 2002 2.27%
July 2, 2000,throughJuly 1, 2001 3.08%
July 2, 1999,throughJuly 1, 2000 4.87%
July 2, 1998,throughJuly 1, 1999 6.35%
July 2, 1994,throughJuly 1, 1998 7.50%
July 2, 1990,throughJuly 1, 1994 9.00%
Prior toJuly 2, 1990 0.00%
(c) Payment—Thesupplementalannuity providedunder this section

shall bepaidautomaticallyunlessthe annuitantfilesa written notice with
the board requestingthat the additional monthly supplementalannuity
notbepaid.

(d) Conditions.—The supplementalannuity provided under this
sectionshall bepayableunder the sametermsand conditionsasprovided
underthe optionplan in effectasofJuly 1, 2003.

(e) Benefits to beneficiaries or survivors.—Nosupplementalannuity
providedunder this sectionshall bepayableto the beneficiaryorsurvivor
annuitantofa memberwhodiesbeforeJuly 1,2003.

(1) Funding.—The additional liability for the increasein benefits
provided in this section shall be funded in equal dollar annual
installmentsovera periodof tenyearsbeginningJuly 1, 2004.

(g) Eligible benefit recipient.—As used in this section, the term
“eligible benefit recipient” meansaperson:

(1) who is receiving a superannuation,withdrawal or disability
annuity on July 1, 2003;

(2) whosemostrecenteffectivedateofretirementis prior to July 2,
2002; and

(3) whosecreditedservicedoesnot include any servicecreditedas
either ClassT-D, ClassD-4 or ClassAA service.

Notwithstandingthe above, the supplementalannuities provided under
this sectionshall not be payableto an annuitant receivinga withdrawal
annuity prior to the first day of July coincident with or following the
annuitant’s attainmentofsuperannuationage.

Section 3. Sections8349(b) and 8525(a)of Title 24 are amendedto
read:
§ 8349. Paymentof benefits.
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(b) Death benefits.—If the amountof a deathbenefit payableto a
beneficiaryunder section 8347 (relating to death benefits)or under the
provisionsof Option 1 of section8345(a)(l)(relating to member’soptions)
is [$5,000] $10,000or more,suchbeneficiarymayelect to receivepayment
accordingtooneof the following options:

(1) A lumpsumpayment.
(2) An annuityactuariallyequivalentto theamountpayable.
(3) A lump sum paymentandan annuity suchthat the annuity is

actuariallyequivalentto the amountpayablelessthe lumpsumpayment
specifiedby thebeneficiary.

§ 8525. Annuity reserveaccount.
(a) Creditsandchargesto account.—Theannuityreserveaccountshall

be the ledger accountto which shall be creditedthe reservesheld for the
paymentof annuitiesanddeathbenefitson accountof all annuitantsandthe
contributions from the Commonwealthandotheremployersas determined
in accordancewith section8328 (relating to actuarialcostmethod)for the
paymentof the supplementalannuitiesprovidedin sections8348 (relating
to supplementalannuities), 8348.1 (relating to additional supplemental
annuities),8348.2 (relating to further additional supplementalannuities),
8348.3 (relating to supplementalannuities conunencing 1994), 8348.4
(relating to specialsupplementalpostretirementadjustment)[and], 8348.5
(relatingto supplementalannuitiescommencing1998),8348.6(relating to
supplemental annuities commencing 2002) and 8348.7 (relating to
supplementalannuities commencing2003). The annuityreserveaccount
shall be creditedwith valuation interest. After the transfersprovided in
sections8523 (relatingto members’savingsaccount)and8524(relating to
Stateaccumulationaccount),all annuityanddeathbenefit paymentsshall
bechargedto theannuityreserveaccountandpaidfrom thefund.

Section 4. The definitions of “creditable nonstateservice,” “State
employee,”“State service” and“total accumulateddeductions”in section
5102 of Title 71 areamendedtoread:
§ 5102. Definitions.

The following wordsandphrasesas usedin thispart,unlessadifferent
meaning is plainly required by the context, shall have the following
meanings:

“Creditablenonstateservice.” Serviceotherthan:
(1) serviceas aStateemployee[or];
(2) service convertedto State service pursuantto section 5303.1

(relatingto electionto convertcountyservicetoStateservice)or
(3) schoolservice convertedto State servicepursuant to section

5303.2(relating to electionto convertschoolservicetoStateservice)
for which anactivemembermayobtaincredit.
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“Stateemployee.” Any personholding a Stateoffice or position under
the Commonwealth, employed by the State Government of the
Commonwealth, in any capacity whatsoever, except an independent
contractoror any personcompensatedon a fee basis or any personpaid
directly by an entity other than a State Employees’RetirementSystem
employer,and shall includemembersof the GeneralAssembly,and any
officer or employeeof thefollowing:

(1) (i) TheDepartmentof Education.
(ii) State-ownededucationalinstitutions.
(iii) Communitycolleges.
(iv) ThePennsylvaniaStateUniversity,exceptan employeein the

Collegeof Agriculture who is paidwholly from Federalfundsor an
employeewhois participatingin theFederalCivil ServiceRetirement
System.The university shall be totally responsiblefor all employer
contributionsunder section 5507 (relating to contributionsby the
Commonwealthandotheremployers).
(2) The PennsylvaniaTurnpike Commission,the DelawareRiver

Port Authority, thePort Authority TransitCorporation,thePhiladelphia
Regional Port Authority, the Delaware River Joint Toll Bridge
Commission,the StatePublic School Building Authority, The General
StateAuthority, the StateHighwayandBridge Authority, the Delaware
Valley RegionalPlanningCommission,the InterstateCommissionof the
DelawareRiver Basin, andthe SusquehannaRiver Basin Commission
anytimesubsequentto its creation,providedthecommissionor authority
agreesto contributeanddoescontributeto the fund, from timeto time,
the moneysrequiredto build up the reservesnecessaryfor the payment
of the annuitiesof suchofficers and employeeswithout any liability on
thepartof theCommonwealthto makeappropriationsfor suchpurposes,
andprovidedin the caseof employeesof the InterstateCommissionof
the DelawareRiver Basin,that the employeeshall havebeenamember
of the systemfor atleasttenyearsprior to January1, 1963.

(3) Any separateindependentpublic corporationcreatedby statute,
not including any municipalor quasi-municipalcorporation,so long as
he remainsan officer or employeeof such public corporation, and
providedthatsuchofficer or employeeof suchpublic corporationwasan
employeeof theCommonwealthimmediatelyprior to hisemploymentby
such corporation, and further provided such public corporationshall
agreeto contributeandcontributesto the fund, from timeto time, the
moneysrequiredto build up the reservesnecessaryfor the paymentof
the annuitiesof suchofficers andemployeeswithoutanyliability on the
partof theCommonwealthto makeappropriationsfor suchpurposes.

“State service.” Service convertedfrom county service pursuantto
section 5303.1 (relating to election to convert county service to State
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service), convertedfrom school service pursuant to section 5303.2
(relating to electionto convertschoolserviceto Stateservice)or rendered
asaStateemployee.

“Total accumulateddeductions.” The sum of the regularaccumulated
deductions, additional accumulated deductions, the social security
integrationaccumulateddeductions,and all other contributionspaid into
the fund for the purchase,transfer or conversionof credit for serviceor
othercoveragetogetherwith all statutoryinterestcreditedthereonuntil the
date of terminationof service.In the caseof a vesteeor a specialvestee,
statutoryinterestshall be crediteduntil the effective dateof retirement.A
member’saccountshallnotbe creditedwith statutoryinterestfor morethan
two yearsduringaleavewithoutpay.

Section5. Title71 is amendedby addinga sectionto read:
§ 5103. Notice to members.

Notice bypublication, including, without being limitedto, newsletters,
newspapers,forms, first class mail, letters, manuals and, to the extent
authorizedby a policy adoptedby the board, electronically, including,
without being limited to, e-mail or World Wide Web sites,distributedor
made availableto membersin a mannerreasonablycalculatedto give
actual notice of thosesectionsof the StateEmployees’RetirementCode
that require notice to membersshall be deemedsufficient noticefor all
purposes.

Section6. Section5301(a)of Title 71 is amendedby addingaparagraph
andthesectionis amendedby addingasubsectionto read:
§ 5301. Mandatoryandoptionalmembership.

(a) Mandatory membership.—Membershipin the system shall be
mandatoryas of the effectivedateof employmentfor all Stateemployees
exceptthefollowing:

(16) Employeesof the Juvenile Court Judges’ Commission who,
before the effectivedateof this paragraph, were transferredfrom the
State System of Higher Education to the Juvenile Court Judges’
Commissionasa resultof an interagencytransfer of staffapproved-by
the Office of Administration and who, while employeesof the State
System of Higher Education, had elected membership in an
independentretirementprogramapprovedby the employer~

(1) Additional optionalmembership.—TheState employeeslisted in
subsection(a)(16) shall be mandatorymembersof the systemas of the
effective date of employment with the Juvenile Court Judges’
Commissionunlesstheyelectmembershipin an independentretirement
programapprovedby the Juvenile CourtJudges’Commission.Employees
whoelectmembershipin an independentretirementprogramapprovedby
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the Juvenile Court Judges’ Commissionshall be prohibitedfrom being
active membersin the system while employedby the Juvenile Court
Judges’Commission.If an employeedescribedin this subsectionbecomes
a Stateemployeewith an employerotherthan the Juvenile Court Judges’
Commission,then membershipfor that employeeshall be determinedas
otherwiseprovidedfor in this part. The election of membershipin the
independentretirementprogramapprovedby the Juvenile Court Judges’
Commission must be made by the transferred employeefiling written
notice with the employerwhile a Stateemployeeno later than 90 days
after the effective date of this subsection. Upon receipt of such an
election, the Juvenile CourtJudges’Commissionshall certify the election
to the boardand the independentretirementprogram.

Section7. Section5302of Title 71 is amendedby addinga subsectionto
read:
§ 5302. CreditedStateservice.

(d.2) Effect of converting school service.—A State employeewho
convertsschool servicefrom the Public School Employees’Retirement
Systempursuantto section5303.2(relating to election to convertschool
serviceto Stateservice)shall receiveoneyearorfractionalpart ofayear
of Stateservice creditfor each year or fractional part of a year, as the
casemaybe, of schoolservice creditedin the Public SchoolEmployees’
RetirementSystem,provided, however,that no more than one year of
Stateserviceof all classeswill becreditedfor any onecalendaryear.

Section8. Section5303(b)of Title71 is amendedby addingaparagraph
andthesectionis amendedby addingasubsectiontoread:
§ 5303. Retentionandreinstatementof servicecredits.

(b) Eligibility pointsfor prospectivecreditedservice.—

(1.2) Every memberof the systemwho elects to convert school
serviceto Stateservicepursuant to section5303.2(relating to election
to convertschoolserviceto Stateservice)shall receiveeligibility points
in accordancewith section5307 for convertedschool service.The
class or classesof service in which the membermay be creditedfor
convertedschool service shall be determined in accordance with
section5306(d).

(g) Creditfor employeesofJuvenileCourt Judges’ Commission.—An
employee of the Juvenile Court Judges’ Commission who elects
membership in an independentretirement program approvedby the
employerundersection5301(f) shall have all servicecreditedpursuantto
section5302(a) (relating to creditedStateservice)for Stateservice with
the Juvenile CourtJudges’ Commissionon or after the effectivedateof
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the interagencytransfercanceledandthereafterineligible--to-be--credited
asState service.Additionally, all creditableState serviceand nonstate
servicereinstatedor purchasedwhile an employeeofthe JuvenileCourt
Judges’ Commission shall be canceled. Such employeesshall be
prohibitedfrom receivingcredited service for State servicepeiformed
while a member of an alternate retirement system approvedby an
employer.

Section9. Title71 is amendedby addingasectionto read:
§ 5303.2. Electionto convertschoolserviceto Stateservice.

(a) Eligibility.—An active memberor inactive memberon leave
withoutpay who was an employeetransferredfrom the Departmentof
Educationto the DepartmentofCorrectionspursuantto section908-Bof
the actofApril 9, 1929 (P.L.177,No.175),knownas TheAdministrative
Code of 1929, and who on the effectivedate of that transferdid not
participate in an independentretirement program approved by the
Departmentof Education under 24 Pa.C.S. § 8301(a)(1) (relating to
mandatoryand optional membership)or section5301(a)(12) (relating to
mandatory and optional membership), notwithstanding any other
provision of law or any collective bargaining agreement,arbitration
award,contractor termorconditionsofanyretirementsystemorpension
plan, may makea one-timeelectionto convertall servicecreditedin the
Public SchoolEmployees’RetirementSystemas ofJune30, 1999, and
transfer to the system all accumulatedmember contributions and
statutoryinterestcredited in the members’savingsaccountin the Public
SchoolEmployees’RetirementSystemas ofJune30, 1999,plusstatutory
interest on that amountcredited by the Public SchoolEmployees’
RetirementSystemfromJuly1, 1999,to the dateoftransferto thesystem.

(b) Timefor makingelection.—Anelectionpursuanttosubsection(a)
mustbe madeby the memberfiling written notice with the board on or
before90 daysafterthe effectivedateofthissectionor beforethemember
terminatesStateservice,whicheveroccursfirst.

(c) Effect of election.—Anelection to have credited service and
accumulateddeductionsin the Public SchoolEmployees’ Retirement
Systemtransferredto the systemshall becomeeffectivewhentheelection
isfiled with the board. If a memberelectsto transfercreditedservicefrom
the Public SchoolEmployees’RetirementSystemto the system,thenall
school service and nonschoolservice credited in the Public School
Employees’RetirementSystemon June30, 1999, shall be convertedto
Stateserviceandnonstateservicerespectivelyandcreditedin the system
in accordancewith section5306(d) (relating to classesof service). All
accumulatedmembercontributionsandstatutoryinterestcreditedin the
members’savingsaccountin the Public SchoolEmployees’Retirement
Systemon June30, 1999,plus statutoryintereston that amountcredited
by thePublicSchoolEmployees’RetirementSystemfromJuly 1, 1999,to
the dateoftransferto the systemshall be transferredto thesystemand
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credited in the members’savingsaccountin the system.Schoolservice
which would have beenservice as a corrections officer as definedin
section5102 (relatingto definitions)hadthe employeebeena memberof
the systemat the timeit wasperformedshall be creditedascorrections
officer service.After the effectivedate of the conversion,the converted
service shall not be consideredschoolor nonschoolservicefor any
purpose, but shall be considered State and nonstateservice for all
purposes.

(d) Effectoffailure to makeelection.—Failureto electto convert
schoolserviceandnonschoolserviceto Stateserviceandnonstateservice
within the electionperiodsetforth in subsection(b) shall result in the
creditedservice in the Public SchoolEmployees’RetirementSystemnot
being converted. Transferred employeeswho do not elect to convert
schoolservice and nonschoolserviceshall not havethe opportunity to
makea subsequentconversionelectionshouldthey later obtain different
employmentin theDepartmentofCorrectionsor otherStateemployment
eligiblefor membershipin thesystem.

(e) Transfer.—Within180 days after the effective date of this
subsection, the Public School Employees’ Retirement Systemshall
transfer to the board for each memberelecting to convertunder this
section the accumulatedmembercontributions and statutory interest
credited in the Public SchoolEmployees’RetirementSystem,plus an
amountequalto the valueofall annualemployercontributionsmadeto
the Public SchoolEmployees’RetirementSystemwith interest at the
annual rate adoptedby the board for the calculation of the normal
contribution rate under section 5508(b) (relating to actuarial cost
method),from the dateofeachcontributionto the dateofthe transferof
thefundsto the board. Anydebtowedby a memberto the Public School
Employees’RetirementSystemfor whateverreasonshall betransferredto
the systemand shall be paid in a manner and in accordance with
conditionsprescribedby theboard.

(f) Determinationofadditionalactuarialliability for convertedschool
service.—Notwithstandingany otherprovisionofthispartor otherlaw, as
part of the first annualvaluation madeafter the effectivedateof this
section,the board shall determinethe total additional actuarial accrued
liability resultingfrom the conversionofserviceunderthis section.The
Department of Corrections shall pay the amount of the additional
actuarial accruedliability to the board in onelump sumwithin 180days
of the board’s certification of the amount to the Department of
Corrections.

Section 10. Sections5304 and5306of Title 71 areamendedby adding
subsectionsto read:
§ 5304. Creditablenonstateservice.
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(a.1) Additional eligibility upon transferring nonschoolservice.—A
State employeewho convertsnonschoolservicefrom the Public School
Employees’RetirementSystemto the systempursuantto section5303.2
(relating to election to convertschool service to State service) shall
receiveoneyearor fractionalpart ofa yearofnonstateservicecreditfor
eachyear or fractionalpart ofa year, as the casemay be, ofnonschool
servicecredited in the Public SchoolEmployees’RetirementSystem,
provided,however, that no more than one year of State and nonstate
serviceofall classeswill becreditedforanyonecalendaryear. Converted
nonschoolserviceshall be credited as Class A as setforth in section
5306(d)(relating to classesofservice).

§ 5306. Classesof service.

(d) Class of servicefor convertedschool service and nonschool
service.—Ifa memberelectsto convertcreditedservicefrom the Public
SchoolEmployees’RetirementSystemto the systempursuantto section
5303.2 (relating to election to convertschool service to State service),
thenClassT-C schoolserviceand all nonschoolservice credited in the
Public SchoolEmployees’RetirementSystemshall be convertedto
creditedservice in the systemand credited as ClassA Stateserviceor
nonstateservicerespectively,andClassT-D schoolservicecreditedin the
Public SchoolEmployees’ RetirementSystemshall be convertedto
creditedservicein the systemandcreditedasClassAA Stateservice.

Section11. Section5508 of Title71 is amendedtoread:
§ 5508. Actuarialcostmethod.

(a) Employer contribution rate on behalf of active members.—The
amountof the Commonwealthandotheremployercontributionson behalf
of all active membersshall be computedby the actuaryas apercentageof
the total compensationof all active membersduring the period for which
the amountis determinedandshallbe so certifiedby the board.The total
employercontributionrateon behalfof all activemembersshallconsistof
theemployernormalcontributionrate, asdefinedin subsection(b), andthe
accruedliability contribution rate as defined in subsection(c). The total
employercontributionrateshall be modified by the experienceadjustment
factorascalculatedin subsection(1) but in no caseshall it belessthanzero.
BeginningJuly 1, 2004, the total employercontribution rate shall be
modifiedby the experienceadjustmentfactor ascalculatedin subsection
(/), but in no caseshallit belessthan1%.

(b) Employer normal contribution rate.—The employer normal
contributionrateshall be determinedafter eachactuarialvaluationon the
basisof an annualinterestrateandsuchmortality andother tablesas shall
be adoptedby the board in accordancewith generallyacceptedactuarial
principles.The employernormal contributionrateshall bedeterminedasa
level percentageof the compensationof the averagenew active member,
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which percentage, if contributed on the basis of his prospective
compensationthrough his entire period of active State service, 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),
5708.3 (relating to supplementalannuitiescommencing1994), 5708.4
(relating to specialsupplementalpostretirementadjustment)[and], 5708.5
(relating to supplementalannuitiescommencing1998),5708.6(relating to
supplemental annuities commencing 2002), 5708.7 (relating to
supplementalannuitiescommencing2003)and5708.8(relating tospecial
supplementalpostretirementadjustmentof2002), in excessof thatportion
fundedby hisprospectivemembercontributions.

(c) Accrued liability contributionrate.—Forthe fiscal year beginning
July 1, 2002,theaccruedliability contributionrateshallbecomputedas the
rateof totalcompensationof all activememberswhich shall be certified by
theactuaryas sufficientto fund overaperiodof tenyearsfrom July 1, 2002,
thepresentvalueof theliabilities for all prospectivebenefits,exceptfor the
supplementalbenefitsasprovidedin sections5708,5708.1,5708.2,5708.3,
5708.4 [and], 5708.5, 5708.6,5708.7and 5708.8, in excessof the total
assetsin the fund (calculatedrecognizingall investmentgains andlosses
over a five-yearperiod),excludingthebalancein the supplementalannuity
account,and the presentvalueof employernormal contributionsand of
membercontributionspayablewith respectto all active memberson [July
1, 2002]December31, 2001,andexcludingcontributionsto be transferred
by countyretirementsystemsor pensionplanspursuantto section5507(c)
(relating to contributionsby theCommonwealthandother employers).The
amountof each annualaccruedliability contribution shall beequalto the
amount of such contribution for the fiscal year beginning July 1, 2002,
except that, if the accrued liability is increasedby legislation enacted
subsequentto June30, 2002,suchadditionalliability shallbe fundedover a
period of ten years from the first day of July, coincidentwith or next
following the effective date of the increase.The amount of each annual
accruedliability contributionfor suchadditional legislativeliabilities shall
beequaltotheamountof suchcontributionfor thefirst annualpayment.

(d) Specialprovisionson calculatingcontributions.—Incalculatingthe
contributionsrequiredby subsections(a),(b) and(c), theactivemembersof
ClassC shall be consideredto be membersof ClassA. In addition, the
actuaryshalldetenninethe Commonwealthor otheremployercontributions
requiredfor active membersof ClassC andofficers of the Pennsylvania
StatePoliceandenforcementofficersandinvestigatorsof thePennsylvania
Liquor ControlBoardwhoaremembersof ClassA to financetheir benefits
in excessof thoseto which othermembersof ClassA areentitled. Such
additional contributions shall be determinedseparatelyfor officers and
employeesof thePennsylvaniaStatePoliceandfor enforcementofficersand
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investigatorsof thePennsylvaniaLiquor Control Board. Suchcontributions
payableon behalfof officersandemployeesof the PennsylvaniaStatePolice
shall include theamountsreceivedby thesystemundertheprovisions:of:the
act of May 12, 1943 (P.L.259,No.120),referredto as theForeignCasualty
InsurancePremium Tax Allocation Law, and on behalfof enforcement
officers or investigatorsof the PennsylvaniaLiquor Control Board, the
amountsreceivedby the systemunder theprovisionsof the actof April 12,
1951 (P.L.90,No.21),knownas theLiquor Code.

(e) Supplementalannuity contribution rate.—Contributionsfrom the
Commonwealthrequired to provide for the payment of supplemental
annuitiesas providedin sections5708,5708.1,5708.2,5708.3,-5708.4and
5708.5 shall be paidover a period of ten yeaxs from July 1, 2002. The
fundingfor thesupplementalannuitiescommencing2002providedfor in
section5708.6shall be asprovidedin section5708.6(f).Thefundingfor
the supplementalannuitiescommencing2003 providedfor in section
5708.7shall be as providedin section 5708.7(1).Thefundingfor the
special supplementalpostretirementadjustmentof 2002 under section
5708.8 shall be as provided in section5708.8(g). The amount of each
annualsupplementalannuitiescontributionshallbe equalto theamountof
such contribution for the fiscal yearbeginning July 1, 2002. In the event
that supplementalannuitiesare increasedby legislationenactedsubsequent
to June30, 2002,theadditionalliability for theincreasein benefitsshallbe
fundedin equaldollarannual installmentsover aperiod of ten yearsfrom
the July first, coincidentwith or next following the effective dateof such
legislation.

(1) Experienceadjustmentfactor.—Foreachyearafter theestablishment
of the accruedliability conthbutionrate for the fiscalyearbeginningJuly 1,
2002, any increase or decreasein the [accrued] unfundedliability,
including liability for supplementalannuities,due to actual experience
differing from assumedexperience, changesin actuarial assumptions,
changesin the termsandconditionsof the benefitsprovidedby the system
by judicial, administrative or other processesother than legislation,
including, but not limited to, reinterpretationof the provisionsof this part,
shall be amortizedin equaldollar annualinstallmentsover aperiod of ten
yearsbeginningwith theJuly 1 succeedingtheactuarialvaluation.

(g) Determinationof liability for specialvestee.—Notwithstandingany
other provision of this part or other law, the total additional accrued
actuarialliability resulting from eligibility of special vesteesfor benefits
upon the attainmentof superannuationage shall be determinedby the
actuaryas part of the first annualvaluationmadeafter June30, 1997.The
resulting additional accrued actuarial liability shall be paid by The
PennsylvaniaStateUniversityto theboardinonelump sumpaymentwithin
90 daysof theboard’scertificationof theamountto ThePennsylvaniaState
University.

Section 12. Title 71 is amendedby addingasectionto read:
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§ 5701.1. Transferofaccumulateddeductions.
Whenan employeeof the JuvenileCourt Judges’Commissionelects

membershipin an independentretirementprogram pursuantto section
5301(1)(relating to mandatoryandoptionalmembership),the boardshall
transfer directly to the trustee or administrator of the independent
retirementprogram all accumulateddeductionsresultingfrom service
creditedwhile an employeeoftheJuvenileCourtJudges’Commission.

Section 13. Sections 5704(c) and (f) and 5706(a.2) of Title 71 are
amendedto read:
§ 5704. Disability annuities.

(c) Reductionon accountof earnedincome.—Subsequentto January1,
1972,paymentson accountof disabilityshallbe reducedby thatamountby
which the earnedincomeof the annuitant,asreportedin accordancewith
section 5908(b) (relating to rights and duties of annuitants), for the
precedingcalendar [quarter] year together with the disability annuity
paymentsprovided in this section other than subsection(b), for the
[quarter]year,exceedstheproductof:

(i) [the greaterof $1,250or one-quarterof] the lastyear’ssalary
of theannuitantas aStateemployee;and

(ii) the ratio of the current monthly paymentto the monthly
paymentattheeffectivedateof disability; [and

(iii) the percentagefactordeterminedby the following table
for the calendar yearof the member’s effectivedate of disability:

CalendarYearof
Effective Date of Percentage

Disability Factor
1966or earlier 135%
1967 130%
1968 125%
1969 120%
1970 115%
1971 110%
1972 105%]

Provided, That the annuitantshall not receive less than his member’s
annuity or the amount to which he may be entitled under section 5702
whicheveris greater.

(t) Supplementfor serviceconnecteddisabiity.—Ifamemberhasbeen
found to be eligible for a disability annuityand if the disabilityhasbeen
foundto be a serviceconnecteddisabilityand (I’ the memberis receiving
workers’ compensationpaymentsfor other than medicalbenefits,such
membershall receivea supplementequalto 70%of hisfinal averagesalary
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less the sum of the annuity as determinedunder subsection(a) and any
paymentspaidor payableon accountof suchdisabilityunder theactof June
2, 1915 (P.L.736,No.338),known as the Workers’CompensationAct, the
act of June 21, 1939 (P.L.566, No.284), known as The Pennsylvania
OccupationalDiseaseAct, and the Social SecurityAct (49 Stat. 620, 42
U.S.C. § 301 et seq.).Such supplementshall continueas long as he is
determined to be disabled and is receiving workers’ compensation
paymentsfor other than medical benefits on account of his service
connecteddisability in accordancewith theWorkers’ CompensationAct or
ThePennsylvaniaOccupationalDiseaseAct. If the memberhasreceiveda
lump sum workers’ compensationpaymentin lieu of future weekly
compensationpayments,the length in weeksand calculation of the
serviceconnecteddisability supplementshall be determinedby dividing
the lump sumpaymentby the averageweeklywageas determinedby the
Workers’CompensationBoard.

§ 5706. Terminationof annuities.

(a.2) Return of benefits.—Inthe event an annuitantwhose annuity
ceasespursuantto this sectionreceivesanyannuity payment,including a
lump sum paymentpursuantto section5705 (relating to member’soptions)
on or after thedateof his returnto Stateserviceor enteringschoolservice,
theannuitantshallreturn totheboardtheamountsoreceivedplus statutory
interest.Theamountpayableshallbecertified in eachcaseby the boardin
accordancewith methodsapprovedby the actuaryand shall be paid in a
lump sum within 30 days or in the caseof an activememberor school
employee who is an active member of the Public School Employees’
RetirementSystemmay beamortizedwith statutoryinterestthrough salary
deductionsin amountsagreedupon by the memberand the board. The
salaly deductionamortizationplansagreedto by the memberand the
board may includea deferral ofpaymentamountsandstatutoryinterest
until the terminationofschoolserviceor Stateserviceasthe board in its
sole discretiondecidesto allow. The board may limit salary deduction
amortizationplans to such terms as the board in its sole discretion
determines.In the caseof a schoolemployeewho is an active memberof
the Public SchoolEmployees’RetirementSystem,the agreedupon salary
deductionsshall be remittedto the Public School Employees’Retirement
Board,whichshall certify andtransferto theboardtheamountspaid.

***

Section 14. Title 71 isamendedby addingsectionsto read:
~ 5708.6. Supplementalannuitiescommencing2002.

(a) Benefits.—Commencingwith thefirst monthly annuitypayment
afterJuly1,2002,anyeligible benefitrecipientshallbeentitledto receive
an additional monthlysupplementalannuityfromthe system.Thisshall
be in additionto thesupplementalannuitiesprovidedfor insections5708
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(relating to supplementalannuities), 5708.1 (relating to additional
supplemental annuities), 5708.2 (relating to further additional
supplementalannuities), 5708.3 (relating to supplementalannuities
commencing 1994), 5708.5 (relating to supplemental annuities
commencing 1998) and the special supplemental postretirement
adjustmentprovided for in section 5708.4 (relating to special
supplementalpostretirementadjustment).

(b) Amount of supplemental annuity.—The amount of the
supplementalannuity payable pursuant to this section shall be a
percentageof the amountof the monthly annuity paymenton July 1,
2002, determinedon the basis of the mostrecent effective date of
retirement,asfollows:

Most recenteffectivedate Percentagefactor
of retirement

July 2, 1988,throughJuly 1, 1990 8.0%
July 2, 1983,throughJuly 1, 1988 10.0%
July 2, 1980,throughJuly 1, 1983 15.0%
Prior toJuly 2, 1980 25.0%
(c) Payment.—Thesupplementalannuityprovidedunderthis section

shall bepaidautomaticallyunlessthe annuitantfilesa writtennotic~twitJz
the board requestingthat the additional monthly supplementalannuity
not bepaid.

(d) Conditions.—Thesupplementalannuity provided under this
sectionshall bepayableunderthe sametermsandconditionsasprovided
underthe optionplan in effectasofJuly 1, 2002.

(e) Benefitsto beneficiariesor survivors.—Nosupplementalannuity
providedunderthissectionshall bepayableto the beneficiaryor survivor
annuitantofamemberwho diesbeforeJuly 1, 2002.

(1) Funding.—Theadditional liability for the increasein benefits
provided in this section shall be funded in equal dollar annual
installmentsoveraperiodoftenyearsbeginningJuly 1, 2003.

(g) Eligible benefit recipient.—Asused in this section, the term
“eligible benefit recipient” means a person who is receiving a
superannuation,withdrawal or disability annuity on July 1, 2002, and
whosemostrecenteffectivedateofretirementisprior toJuly 2, 1990,but
the supplementalannuities provided under this section shall not be
payable to an annuitant receiving a superannuationor withdrawal
annuity prior to the first day of July coincidentwith or following the
annuitant’sattainmentofsuperannuationage.
§ 5708.7. Supplementalannuitiescommencing2003.

(a) Benefits.—Commencingwith the first monthlyannuity payment
afterJuly 1, 2003,anyeligible benefitrecipientshallbe entitledto receive
an additional monthlysupplementalannuityfrom the system.Thisshall
be inaddition to thesupplementalannuitiesprovidedfor in sections5708
(relating to supplementalannuities), 5708.1 (relating to additional
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supplemental annuities), 5708.2 (relating to further additional
supplementalannuities), 5708.3 (relating to supplementalannuities
commencing1994)andsection5708.5(relating to supplementalannuities
commencing 1998) and the special supplemental postretirement
adjustments provided for in sections 5708.4 (relating to special
supplementalpostretirementadjustment)and5708.8 (relating to special
supplementalpostretirementadjustmentof2002).

(b) Amount of supplemental annuity.—The amount of the
supplementalannuity payable pursuant to this section shall be a
percentageof the amountof the monthly annuity paymenton July 1,
2003, determinedon the basis of the mostrecent effectivedate of
retirement,asfollows:

Mostrecenteffectivedate Percentagefactor
ofretirement

July 2, 2001,throughJuly 1, 2002 2.27%
July 2, 2000,throughJuly 1, 2001 3.08%
July 2, 1999,throughJuly1, 2000 4.87%
July 2, 1998,throughJuly 1, 1999 6.35%
July 2, 1994,throughJuly 1, 1998 7.50%
July2, 1990,throughJuly1,1994 9.00%
Prior toJuly 2, 1990 0.00%
(c) Payment.—Thesupplementalannuityprovidedunderthis section

shall bepaidautomaticallyunlessthe annuitantfilesa written noticewith
the board requestingthat the additional monthly supplementalannuity
notbepaid.

(d) Conditions.—Thesupplementalannuity provided under this
sectionshall bepayableunderthe sametermsandconditionsasprovided
underthe optionplan in effectasofJuly1, 2003.

(e) Benefitsto beneficiariesor survivors.—Nosupplementalannuity
providedunderthissectionshallbepayableto the beneficiaryorsurvivor
annuitantofa memberwhodiesbeforeJuly1, 2003.

(/) Funding.—Theadditional liability for the increase in benefits
provided in this section shall be funded in equal dollar annual
installmentsovera periodoftenyearsbeginningJuly 1, 2004.

(g) Eligible benefit recipient.—Asused in this section, the term
“eligible benefitrecipient” meansaperson:

(1) who is receivinga superannuation,withdrawal or disability
annuityonJuly1, 2003;

(2) whosemost recenteffectivedate of retirementis prior to
January1, 2002;and

(3) whosecreditedservicedoesnot includeanyservicecreditedas
eitherClassAA,ClassD-4or ClassT-D service.

Notwithstandingthe above, the supplementalannuitiesprovided under
this section shall not be payable to an annuitant receiving a
superannuationor withdrawal annuity prior to the first day of July
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coincident with or following the annuitant’s attainment of
superannuationage.
~5708.8. Specialsupplementalpostretirementadjustmentof2002.

(a) Benefits.—Commencingwith thefirst monthlyannuity payment
after June30, 2002, any eligible benefitrecipient shall be entitled to
receivea specialsupplementalpostretirementadjustmentin theform of
an adjustmentto themonthlyannuitypayablefrom thesystem.Thisshall
be in additionto thesupplementalannuitiesprovidedfor in sections5708
(relating to supplementalannuities), 5708.1 (relating to additional
supplemental annuities), 5708.2 (relating to further additional
supplementalannuities), 5708.3 (relating to supplementalannuities
commencing 1994), 5708.5 (relating to supplemental annuities
commencing 1998), 5708.7 (relating to supplemental annuities
commencing 2003) and the special supplementalpostretirement
adjustment provided for in section 5708.4 (relating to special
supplementalpostretirementadjustment).

(b) Calculation of adjustment.—Themonthlyamountofthe special
supplementalpostretirementadjustmentunderthis sectionshall be equal
to one-twelfthof the differencebetweenthe sumofthe maximumsingle
life annuity, or, if a disability annuitant, the disability annuity, the
memberwaseligible to receiveon the effectivedateofretirementplusany
annuitythe memberwas eligible to receivepursuantto 24 Pa.C.S.Pt. IV
(relating to retirementfor school employees)on the effectivedateof
retirement, comparedto the maximumsingle life annuity, or disability
annuityifapplicable,that the memberwouldhavebeeneligible toreceive
hadsection5303.2(relating to electionto convertschoolserviceto State
service)beenin effecton the annuitant’seffectivedateofretirement.This
differenceis to be adjustedby and paid according to any applicable
optionfactorsforpaymentunderan optionalpaymentplan.

(c) Payment.—Thespecial supplementalpostretirementadjustment
provided under this section shall be paid automatically unless the
annuitantfiles a written notice with the board requesting that the
additionalmonthlysupplementalpostretirementadjustmentnotbepaid.

(d) Conditions.—Thespecialsupplementalpostretirementadjustment
providedunderthis sectionshall bepayable underthe sametermsand
conditionsasprovidedunderthe optionplan in effectasofJuly 1, 2002.

(e) Benefits paid to beneficiaries or survivors.—No special
supplementalpostretirementadjustmentprovidedunderthissectionshall
bepayableto the beneficiaryorsurvivorannuitantofa memberwho dies
beforetheeffectivedateofthissection.

(1) Future supplementalannuities.—Thespecial supplemental
postretirementadjustmentunderthissectionshall be includedin thetotal
annuity in determining all supplementalannuities enactedafter the
effectivedateofthissection.
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(g) Funding.—Theadditional liability for the increase in benefits
provided in this section shall be funded in equal dollar annual
installmentsoveraperiodoftenyearsbeginningJuly 1, 2003.

(h) Eligible benefit recipient.—Asused in this section, the term
“eligible benefit recipient” means a person who is receiving a
superannuation,withdrawalor disability annuityon the effectivedateof
thissectionandwho:

(1) terminatedStateserviceon orafterJuly 1, 1999;and
(2) if immediatelyprior toterminationwasa Stateemployee,would

havequalified to convertcredited service and transferaccumulated
deductionsfrom the Public SchoolEmployees’RetirementSystemto
thesystempursuantto section5303.2.

Theterm alsoincludesa memberwho is a vesteeon the effectivedateof
this section but who, if an annuitant, would qualify for the special
supplementalpostretirementadjustmentunderthissection.In thecaseof
a vestee,the specialsupplementalpostretirementadjustmentunderthis
sectionshall be effectiveupon andcalculatedasof the effectivedateof
retirement.

Section15. Section5709(b)of Title 71 isamendedto read:
§ 5709. Paymentof benefits.

(b) Death beneflts.—If the amount of a deathbenefitpayableto a
beneficiaryunder section5707 (relating to deathbenefits) or under the
provisionsof Option 1 of section5705(a)(l) (relating to member’soptions)
is [$5,000]$10,000or more,suchbeneficiarymayelectto receivepayment
accordingto oneof thefollowing options:

(1) a lump sum payment;
(2) anannuityactuariallyequivalenttotheamountpayable;or
(3) a lump sum paymentandan annuity such that the annuity is

actuariallyequivalentto the amountpayablelessthe lump sumpayment
specifiedby thebeneficiary.

Section 16. Sections5903 and5904 of Title 71 areamendedby adding
subsectionsto read:
§ 5903. Dutiesof the boardto adviseandreport to headsof departments

andmembers.

(1) Former school employees.—Uponreceipt of an electionby a
former employeeof the Departmentof Education transferred to the
Departmentof Correctionspursuantto section908-BoftheactofApril 9,
1929 (P.L.177,No.175),knownasThe AdministrativeCodeof 1929, to
convert school service to State service, the board shall certify to the
memberthe amountofserviceso convertedandthe classat which such
serviceis credited.
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§ 5904. Duties of the boardto report to the Public School Employees’
RetirementBoard.

(d) Electionto convertschoolserviceto State service.—Uponreceipt
of an electionby aformeremployeeof the Departmentof Educationto
convertschoolservicetoStateservicepursuantto section5303.2(relating
to election to convertschoolservice to State service), the board shall
certify the information necessaryfor the Public SchoolEmployees’
RetirementSystemto transferthefundsandcreditrequiredto theboard.

Section 17. Sections5908(b),5933(a)and(c), 5934 and5938 of Title
71 areamendedto read:
§ 5908. Rightsanddutiesof annuitants.

(b) Periodic earningsstatementsby disability annuitants.—Itshall be
the duty of an annuitantreceiving a disability annuity prior to the
attainmentof superannuationage to furnish a written statementwithin 30
days of the close of each calendar [quarter]year of all earnedincome
during that [quarter]year andinformationshowing whetheror not heis
able to engageinagainful occupationandsuchotherinformationasmaybe
requiredby the board. On failure, neglect, or refusal to furnish such
information for the period of the preceding[quarter]year, theboardmay
refuseto makefurtherpaymentsdueto disabilityto suchannuitantuntil he
hasfurnishedsuchinformationto thesatisfactionof theboard.Shouldsuch
refusalcontinuefor six months, all of his rights to the disability annuity
paymentsin excessof anyannuitytowhich heis otherwiseentitled shallbe
forfeited from the date of his last written statementto the board. Any
moneysreceived in excessof those to which he was entitled shall be
deductedfrom the presentvalueof the annuity to which he is otherwise
entitled.

§ 5933. Members’savingsaccount.
(a) Credits to account.—Themembers’savingsaccountshall be the

ledger account to which shall be credited the amountsof the pickup
conthbutions made by the Commonwealth or other employer and
contributionsor lump sumpaymentsmadeby activemembersin accordance
with the provisions of sections 5501 (relating to regular member
contributions for current service), 5502 (relating to social security
integrationmembercontributions),5503 (relating to joint coveragemember
contributions),5504 (relating to membercontributionsfor thepurchaseof
credit for previous Stateservice or to becomea full coveragemember),
5505.1(relating to additional membercontributions)and5505 (relating to
contributionsfor thepurchaseof credit for creditablenonstateservice)and
transferredfrom the members’savingsaccount of the Public School
Employees’RetirementSystemin accordance with the provisionsof
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section 5303.2 (relating to election to convertschool service to State
service).

(c) Chargesto account.—Upontheelectionof amemberto withdrawhis
total accumulateddeductions or upon the transfer of accumulated
deductionspursuantto section5701.1(relatingto transferofaccumulated
deductions),the paymentof suchamountshallbechargedto the members’
savingsaccount.
§ 5934. Stateaccumulationaccount.

The Stateaccumulationaccountshall be the ledger accountto which
shall becreditedall contributionsof the Commonwealthor otheremployers
whoseemployeesaremembersof the systemandmadein accordancewith
the provisions of section 5507(a) (relating to contributions by the
Commonwealthand other employers)except that the amountsreceived
underthe provisionsof the actof May 12, 1943 (P.L.259,No.120),andthe
amountsreceivedunder theprovisionsof the LiquorCode,actof April 12,
1951(P.L.90,No.21), shall becreditedto theStatePolicebenefitaccountor
the enforcementofficers’ benefitaccountas the casemaybe. All amounts
transferredto the fund by countyretirementsystemsor pensionplans in
accordancewith the provisionsof section5507(c)alsoshall becredited to
the Stateaccumulationaccount.All amountstransferredto thefundby the
Public SchoolEmployees’RetirementSystemin accordancewithsection
5303.2(e)(relating to electionto convertschoolserviceto Stateservice),
except amounts credited to the members’ savings account, and all
amountspaid by the Departmentof Corrections in accordancewith
section5303.2(t)alsoshall be creditedto the Stateaccumulationaccount.
The Stateaccumulationaccountshall be creditedwith valuationinterest.
The reservesnecessaryfor the paymentof annuitiesanddeathbenefitsas
approvedby the boardand asprovided in Chapter57 (relating to benefits)
shall be transferredfrom the State accumulationaccountto the annuity
reserveaccountprovided for in section 5935 (relating to annuity reserve
account),exceptthatthereservesnecessaryon accountof amemberwhois
an officer of thePennsylvaniaStatePoliceor anenforcementofficer shallbe
transferredfrom the State accumulationaccountto the StatePolicebenefit
account provided for in section 5936 (relating to State Police benefit
account)or to the enforcementofficers’ benefitaccountas providedfor in
section5937 (relating to enforcementofficers’ benefitaccount)as thecase
maybe.
§ 5938. Supplementalannuityaccount.

The supplementalannuity accountshall be the ledgeraccountto which
shall be creditedall contributionsfrom the Commonwealthin accordance
with section 5507(b) (relating to contributionsby the Commonwealthand
otheremployers)for thepaymentof thesupplementalannuitiesprovidedin
sections 5708 (relating to supplementalannuities), 5708.1 (relating to
additional supplementalannuities), 5708.2 (relating to further additional
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supplemental annuities), 5708.3 (relating to supplemental annuities
conunencing1994),5708.4(relating to specialsupplementalpostretirement
adjustment)[and], 5708.5 (relating to supplementalannuitiescommencing
1998), 5708.6 (relating to supplementalannuities commencing2002),
5708.7(relating to supplementalannuitiescommencing2003)and5708.8
(relating to specialsupplementalpostretirementadjustmentof2002).The
supplementalannuityaccountshallbecreditedwith valuationinterest.The
reservesnecessaryfor the paymentof suchsupplementalannuitiesshall be
transferredfrom the supplementalannuity accountto the annuityreserve
accountasprovidedin section5935(relatingto annuityreserveaccount).

Section 18. Notwithstandingany other provision of law, the Public
SchoolEmployees’RetirementBoardshall,effective for fiscal yearJuly 1,
2002,recertifyto the Secretaryof theBudgetandtheemployers,within ten
daysof theeffectivedateof thissection,the contributions,rates,factorsand
amountsset forth in 24 Pa.C.S. § 8502(k) to reflect the impact of the
amendmentscontainedin this act. The board’srecertificationshall reflect
all changesin the contributions,ratesand amountspreviouslycertifiedby
the board prior to the effective date of this section for the fiscal year
beginningJuly 1, 2002, requiredto comply with 24 Pa.C.S.§ 8328 caused
by the amendmentscontained in this act, provided that the total
contributionratefor the fiscalyearbeginningJuly 1, 2002,shallnot exceed
1.15%. This recertification shall supersedethe prior certification for all
purposes.

Section19. Notwithstandinganyotherprovisionof law, for thetax year
beginningJuly 1, 2002,all schoolentitiesshall basethat portion of their
school real estate tax millage rate attributableto funding the employer
contribution rate required under 24 Pa.C.S. Pt. IV on the employer
contributionraterecertifiedpursuantto thisact. To the extentthata school
entity’s schoolreal estatetax millage for the tax yearbeginning July 1,
2002,alreadyincludesan increasetofund thepreviouslycertified employer
contributionrateof 5.64% for thefiscal yearbeginningJuly 1, 2002, then
the school entity shall reduceits schoolreal estatetax millage to reflect,
dollar for dollar, thesavingsgeneratedby therecertificationof the employer
contributionraterequiredby this act,but not morethanthe actual increase
to fund thepreviouslycertifiedemployercontributionrateof 5.64%for the
fiscalyearbeginningJuly 1, 2002.

Section 20. The Public School Employees’ RetirementSystem shall
recognizefor purposesof calculating the actuarialvalue of the system’s
assets, and to the extent not previously recognized, any realized and
unrealizedgainsandlossesfor fiscal years 1998-1999and 1999-2000in
calculating the rates for fiscal year 2002-2003pursuantto 24 Pa.C.S.
§ 8328. The five-year smoothing method referenced in 24 Pa.C.S.
§ 8328(c), relating to recognizing the difference between the actual
investmentreturn and the actuarially expectedinvestmentreturn, shall
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commencewith fiscal year2000-2001and shallbe reflectedin calculating
theratesfor fiscalyear2002-2003.

Section 21. Notwithstandingthe definition of “final averagesalary”
containedin 71 Pa.C.5.§ 5102, if a memberwho electsto convertschool
service to Stateservicepursuantto 71 Pa.C.S.§ 5303.2 terminatesState
servicebeforehaving beenamemberof the StateEmployees’Retirement
System for three nonoverlapping periods of four consecutivecalendar
quarters,the final averagesalaryshall be determinedon the basisof the
compensationreceivedas aStateemployeeandasa schoolemployeebefore
the transferto Stateemploymentand shall be calculatedover any three
nonoverlappingperiodsof four consecutivecalendarquartersduring which
the member was a State employee or a school employee, with the
compensationfor part-time service being annualizedon the basis of the
fractionalportionof theyearfor whichcredit is received.

Section 22. School serviceandnonschoolservice that is convertedto
Stateserviceandnonstateservicepursuantto 71 Pa.C.S.§ 5303.2shall be
canceledin all otherretirementsystemsin which it was previouslycredited
andshall loseall characteristicsof schoolornonschoolservice.Benefitsand
eligibility for benefitsin the Public SchoolEmployees’RetirementSystem
shall be modified as set forth in this act. The Public SchoolEmployees’
RetirementBoard shall not be obligatedto pay benefitspursuantto the
Public SchoolEmployees’ RetirementCodeor anyother law basedupon
serviceconvertedto Stateservice or nonstateservice,except to the extent
necessaryto fund thebenefitsprovidedfor underthisact. ThePublicSchool
Employees’RetirementBoardshall providesuch informationregardingits
membersand former membersas requestedby the State Employees’
RetirementBoardfor theadministrationandimplementationof thisact.

Section23. Notwithstandingtheprovisionsof 71 Pa.C.S.§ 5903(b),the
statementfor each memberpreparedby the StateEmployees’Retirement
Boardfor the periodendingDecember31, 2002, andany otherstatements
or estimatesof benefits preparedby the board pursuant to the State
Employees’RetirementCodefrom the effectivedateof thissectionto June
30,2003,neednot reflect theprovisionsof thisact.

Section24. Notwithstandingtheprovisionsof 71 Pa.C.S.Pt. XXV, the
obligation of the State Employees’RetirementBoard to makepayments
within specifiedtime periodsof the receiptof applicationsfor benefitsor
other informationshall not apply from theeffective date of this sectionto
June30,2003.

Section25. Contributionsandothermoneytransferredfrom thePublic
SchoolEmployees’RetirementSystemto the StateEmployees’Retirement
Systemshall retain the sameattributesfor Federal,Stateandlocal tax laws
to theextentallowedby law.

Section26. It is the expressedintention of the GeneralAssemblythat
this act is to providecredit in the StateEmployees’RetirementSystemfor
service credited in the Public School Employees’RetirementSystemthat
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was not transferredto theStateEmployees’RetirementSystemor converted
to Stateserviceor nonstateserviceby section 913-B of the actof April 9,
1929 (P.L.177, No.175), known as The Administrative Code of 1929.
Serviceconvertedor transferredpursuantto section913-B of that actshall
not be creditablein the StateEmployees’ RetirementSystemmore than
onceand shall not be creditableas Stateserviceor nonstateserviceunder
this act. Serviceclaimedto becreditablein theStateEmployees’Retirement
System by former employeesof the Departmentof Educationthat were
transferredto the Departmentof Correctionsby section913-B of that act
and that hasbeendeniedby the StateEmployees’RetirementSystemshall
be creditableto the extentallowedby this act, as interpretedby the State
Employees’ RetirementBoard, but to the extent claimed and creditable
under thisact shallresultin awaiverof claimsforcreditundersection913-
B of thatact.

Section27. This actshalltakeeffectasfollows:
(1) Theamendmentof 71 Pa.C.S.§~5704(c)and 5908(b)shall take

effectJanuary1, 2003.
(2) The remainderof this actshall takeeffect ilTunediately.

APPROVED—The23rddayof April, A.D. 2002.

MARK S. SCHWEIKER


