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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2052 %5

| NTRODUCED BY HERMAN, FAI RCHI LD, HUTCHI NSQON, CURRY, BENNI NGHOFF
TANGRETTI, N CKOL, PRESTON, SCHULER, STERN, LAUGHLIN, GEORGE
BAKER, OLASZ, DeWEESE, COY, TRELLO, B. SM TH, HENNESSEY,
BELFANTI, BELARDI, COLAFELLA, MNAUGHTON, LUCYK, MANDERI NO
COVNELL, TIGUE, PETRARCA, M COHEN, SURRA, TULLI, PESCI, RGCSS,
CORRI GAN, HANNA, STABACK, SAINATO, BARD, E. Z. TAYLOR AND
STEELMAN, DECEMBER 10, 1997

REFERRED TO COW TTEE ON STATE GOVERNMENT, DECEMBER 10, 1997
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AN ACT

Amrending Titles 24 (Education) and 71 (State Governnent) of the
Pennsyl vani a Consol i dated Statutes, providing for
contributions for creditable State service, for nonschool
service, for inconplete paynents, for annuity termnation
for regul ati ons and procedures, for nmenber contributions, for
payrol | deductions, for elections of nmenbers, for multiple
service status, for duties of enployers, for creditabl e non-
State service, for purchase of credit, for inconplete
paynents, for term nation of annuities, for regulations and
procedures, for nenber contributions, for duties of board and
heads of departments and for election as nmultiple service
menber.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Sections 8323(d), 8324(b) and (d), 8325, 8346,
8502(h) and (m and 8504(b) of Title 24 of the Pennsylvani a
Consol i dated Statutes are anmended to read:

§ 8323. Menber contributions for creditable school service.

* * %

(d) Certification and paynent of contributions.--
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(1) In all cases other than for the purchase of credit
for sabbatical |eave and activated mlitary service |eave
begi nni ng before the effective date of paragraph (2), the
anount payable shall be certified by the board in accordance
wi th nmet hods approved by the actuary and nay be paid in a
unmp sumwithin 90 days or, in the case of an active nenber

or eligible State enpl oyee who i s an acti ve nenber of the

State Enpl oyees' Retirenent System nay be anortized with

statutory interest through salary deductions or by personal
checks in amounts agreed upon by the nenber and the board. |n

the case of an eligible State enpl oyee who i s an active

menber of the State Enpl oyees' Retirenent System the aqgreed

upon sal ary deductions shall be remtted to the State

Enpl oyees' Retirenent Board, which shall certify and transfer

to the board the anpunts pai d.

(2) In the case of activated mlitary service | eave
begi nni ng before the effective date of this paragraph, the
anount payable may be paid according to this subsection or
subsection (c.1), but all lunp sum paynents nust be nade and
all anortization paynents comrenced within one year of the
term nation of activated mlitary service |eave.
§ 8324. Contributions for purchase of credit for creditable
nonschool service.

* %k

(b) Nonintervening mlitary service.--The anount due for the
purchase of credit for mlitary service other than intervening
mlitary service shall be determ ned by applying the nenber's
basic contribution rate plus the normal contribution rate as
provided in section 8328 (relating to actuarial cost nethod) at

the tinme of entry of the menber into school service subsequent
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to such mlitary service to one-third of his total conpensation
received during the first three years of such subsequent
credited school service and multiplying the product by the
nunber of years and fractional part of a year of creditable
noni ntervening mlitary service being purchased together with
statutory interest during all periods of subsequent school and
State service to date of purchase. Upon certification of the
anount due, paynment may be nade in a lunmp sumw thin 90 days or

in the case of an active nenber or eliqgible State enpl oyee who

is an active nenber of the State Enpl oyees' Retirenment Systemit

may be anortized with statutory interest through salary
deductions or by personal checks in anmounts agreed upon by the

menber and the board. In the case of an eligible State enpl oyee

who is an active nenber of the State Enpl oyees' Retirenent

System the agreed upon sal ary deducti ons shall be renmtted to

the State Enpl oyees' Retirenent Board, which shall certify and

transfer to the board the anbunts paid. Application may be filed

for all such mlitary service credit upon conpletion of three
years of subsequent credited school service and shall be
credited as C ass T-C service.

* %k

(d) O her creditable nonschool service.--Contributions on
account of Class T-C credit for creditable nonschool service
other than mlitary service shall be determ ned by applying the
menber's basic contribution rate plus the normal contribution
rate as provided in section 8328 at the tine of the nenber's
entry into school service subsequent to such creditable
nonschool service to his total conpensation received during the
first year of subsequent credited school service and multiplying

t he product by the nunber of years and fractional part of a year

19970H2052B2695 - 3 -
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of creditabl e nonschool service being purchased together with
statutory interest during all periods of subsequent school or
State service to the date of purchase, except that in the case
of purchase of credit for creditable nonschool service as set
forth in section 8304(b)(5) (relating to creditabl e nonschool
service) the nmenber shall pay only the enpl oyee's share unl ess
ot herwi se provided by |law. Upon certification of the anount due,
paynent may be made in a lunp sumw thin 90 days or in the case

of an active menber or eligible State enpl oyee who is an active

nenber of the State Enployees' Retirenent Systemit may be

anortized with statutory interest through sal ary deductions or
by personal checks in amounts agreed upon by the nenber and the

board. In the case of an eligible State enpl oyee who i s an

active nenber of the State Enpl oyees' Retirenent System the

agreed upon sal ary deductions shall be renmtted to the State

Enpl oyees' Retirenent Board, which shall certify and transfer to

the board the anpunts pai d.

* * %

§ 8325. Inconplete paynents.
In the event that a nmenber term nates school service or _a

multi ple service menber who i s an active nenber of the State

Enpl oyees' Retirenent Systemternmi nates State service before any

agreed upon paynents or return of benefits on account of

returning to school service or entering State service and

el ecting multiple service have been conpleted the nenber or

multi ple service menber who is an active nenber of the State

Enpl oyees' Retirenent System shall have the right to pay within

30 days of termi nation of school service or State service the

bal ance due, including interest, in a lunp sumand the annuity

shall be calculated including full credit for the previous

19970H2052B2695 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

school service, creditable nonschool service, or full-coverage
menbership. In the event a nenber does not pay the bal ance due
wi thin 30 days of term nation of school service or in the event
a menber dies in school service or within 30 days of term nation

of school service or in the case of a nultiple service nenber

who is an active nenber of the State Enpl oyees' Retirenent

System does not pay the bal ance due within 30 days of

termnation of State service or dies in State service or within

30 days of termination of State service and before the agreed

upon paynents have been conpl eted, the present val ue of the
benefit ot herw se payable shall be reduced by the bal ance due,
including interest, and the benefit payable shall be cal cul ated
as the actuarial equival ent of such reduced present val ue.
§ 8346. Term nation of annuities.

(a) GCeneral rule.--If an annuitant returns to school service

or enters or has entered State service and elects nmultiple

servi ce nenbership, any annuity payable to himunder this part

shall cease effective upon the date of his return to schoo

service or entering State service and in the case of an annuity

other than a disability annuity the present val ue of such
annuity, adjusted for full coverage in the case of a joint
coverage menber who nmakes the appropriate back contributions for
full coverage, shall be frozen as of the date such annuity
ceases. An annuitant who is credited with an additional 10% of
menber ship service as provided in section 8302(b.2) (relating to
credited school service) and who returns to school service,
except as provided in subsection (b), shall forfeit such
credited service and shall have his frozen present val ue
adjusted as if his 10%retirement incentive had not been applied

to his account. In the event that the cost-of-living increase

19970H2052B2695 - 5 -
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enact ed Decenber 18, 1979, occurred during the period of such
State or school enploynment, the frozen present value shall be

i ncreased, on or after the nenber attains superannuation age, by
t he percent applicable had he not returned to service.

(a.1) Return of benefits.--In the event an annui tant whose

annuity ceases pursuant to this section receives any annuity

paynent, including a |lunp sum paynment pursuant to secti on 8345

(relating to nenber's options) on or after the date of his

return to school service or entering State service, he shal

return to the board the anpunt so received plus statutory

i nterest. The anpunt payable shall be certified in each case by

the board in accordance with net hods approved by the actuary and

shall be paid in a lunp sumwithin 90 days or in the case of an

active nenber or State enpl oyee who is an active nenber of the

State Enpl oyees' Retirenent System nay be anortized with

statutory interest through salary deductions i n anpunts agr eed

upon by the nenber and the board. In the case of a State

enpl oyee who is an active nenber of the State Enpl oyees'

Retirement System the agreed upon sal ary deducti ons shall be

remtted to the State Enpl oyees' Retirenent Board, which shal

certify and transfer to the board the anpunts pai d.

(b) Return to school service during energency.--Wen, in the
j udgnment of the enpl oyer, an energency creates an increase in
the work | oad such that there is serious inpairment of service
to the public or in the event of a shortage of appropriate
subject certified teachers, an annuitant nay be returned to
school service for a period not to exceed 95 full-day sessions
in any school year wi thout |oss of his annuity. In conputing the
nunber of days an annuitant has returned to school service, any

anount of tine |less than one-half of a day shall be counted as

19970H2052B2695 - 6 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

one-hal f of a day.

(c) Subsequent discontinuance of service.--Upon subsequent
di sconti nuance of service, such nenber other than a forner
annui tant who had the effect of his frozen present val ue
elimnated in accordance with subsection (d) or a forner
disability annuitant shall be entitled to an annuity which is
actuarially equivalent to the sumof the present val ue as
determ ned under subsection (a) and the present value of a

maxi mum single life annuity based on years of service credited

subsequent to reentry in the systemand his final average salary

conputed by reference to his conpensation during his entire
period of school and State service.

(d) Elimnation of the effect of frozen present val ue. --

(1) An annuitant who returns to school service and earns

three eligibility points by perform ng credited school
service followi ng the nost recent period of receipt of an
annuity under this part, or an annuitant who enters State
service and:

(i) is amltiple service nenber; or

(ii) who elects nmultiple service nenbership, and
earns three eligibility points by performng credited State
service or credited school service follow ng the nost recent
period of receipt of an annuity under this part, and who had
the present value of his annuity frozen in accordance with
subsection (a), shall qualify to have the effect of the
frozen present value resulting fromall previous periods of

retirement elimnated, provided that all paynents under

Option 4 and annuity paynents payabl e during previous periods

of retirement plus interest as set forth in paragraph (3)

shall be returned to the fund in the formof an actuari al

19970H2052B2695 - 7 -
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adjustnment to his subsequent benefits or in such formas the
board may ot herw se direct.

(2) Upon subsequent discontinuance of service and the
filing of an application for an annuity, a fornmer annuitant
who qualifies to have the effect of a frozen present val ue
el imnated under this subsection shall be entitled to receive
t he hi gher of either:

(i) an annuity (prior to optional nodification)
calculated as if the freezing of the fornmer annuitant's
account pursuant to subsection (a) had not occurred,
adj usted according to paragraph (3), provided that a
former annuitant of the systemor a forner annuitant of
the State Enpl oyees' Retirement System who retired under
a provision of law granting additional service credit if
term nation of school or State service or retirenent
occurred during a specific period of time shall not be
permtted to retain the additional service credit under
the prior | aw when the annuity is conputed for his nost
recent retirenent; or

(1i) an annuity (prior to optional nodification)
calculated as if the former annuitant did not qualify to
have the effect on the frozen present val ue eli m nated,

unl ess the fornmer annuitant notifies the board in witing by
the later of the date the application for annuity is filed or
the effective date of retirenment that the fornmer annuitant

wi shes to receive the |ower annuity.

(3) In addition to any other adjustnent to the present
val ue of the maximumsingle life annuity that a nenber may be
entitled to receive that occurs as a result of any other

provi sion of law, the present value of the maxi mum single

19970H2052B2695 - 8 -



life annuity shall be reduced by all anounts paid or payable
to himduring all previous periods of retirenment plus
interest on these anmounts until the date of subsequent
retirement. The interest for each year shall be cal cul ated
based upon the annual interest rate adopted for that school
year by the board for the cal culation of the nornal
contribution rate pursuant to section 8328(b) (relating to
actuarial cost nethod).
§ 8502. Administrative duties of board.
* %k
(h) Regul ations and procedures.--The board shall, with the
advice of the Attorney General and the actuary, adopt and
pronul gate rules and regul ations for the uniform adm nistration

of the system No regulation establishing a period of tine to

elect nmultiple service shall all ow any such el ecti on nobre than

365 days after entry into the systemas an active nmenber. The

actuary shall approve in witing all conputational procedures
used in the calculation of contributions and benefits, and the
board shall by resol ution adopt such conputational procedures,
prior to their application by the board. Such rules, regul ations
and conput ati onal procedures as so adopted fromtinme to tine and
as in force and effect at any tine, together with such tables as
are adopted and published pursuant to subsection (j) as
necessary for the cal culation of annuities and ot her benefits,
shall be as effective as if fully set forth in this part. Any
actuarial assunption specified in or underlying any such rul e,
regul ati on or conputational procedure and utilized as a basis
for determ ning any benefit shall be applied in a uniform

manner .

* * %

19970H2052B2695 - 9 -
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(m Menber contributions and interest.--The board shal
cause each nmenber's contri butions, including payroll deductions,

pi ckup contributions and all other paynents, including, but not

limted to, anpunts coll ected by the State Enpl oyees' Retirenent

System for the rei nstatenent of previ ous school service or

credi tabl e nonschool service, and anpbunts paid to return

benefits paid after the date of return to school service or

entering State service representing |lunp sum paynments nade

pursuant to section 8345(a)(4)(iii) (relating to nmenber's

opti ons) and nmenber's annuity paynments, but not including other

benefits returned pursuant to section 8346(a.1l) (relating to

term nation of annuities) to be credited to the account of such

menber and shall pay all such anpbunts into the fund. Such
contributions shall be credited with statutory interest until
date of term nation of service, except in the case of a vestee,
who shall have such interest credited until the effective date
of retirement or until the return of his accunul ated deducti ons,
if he so elects; and in the case of a nultiple service nenber
who shall have such interest credited until term nation of
service in both the school and the State systens.

* %k
§ 8504. Duties of board to report to State Enpl oyees’

Reti rement Board.

* %k

(b) Miltiple service nenbership of State enpl oyees. --Upon
recei pt of notification fromthe State Enpl oyees' Retirenent
Board that a fornmer school enpl oyee has becone an active nenber
in the State Enpl oyees' Retirenent System and has el ected to
receive credit for nmultiple service, the board shall certify to

the State Enpl oyees' Retirement Board and concurrently to the

19970H2052B2695 - 10 -
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menber :

(1) The total credited service in the systemand the
nunber of years and fractional part of a year of service
credited in each class of service.

(2) The annual conpensation received each school year by
t he menber for credited school service.

(3) If the nmenber has el ected payroll deducti ons

pursuant to section 8323 (relating to nenber contri buti ons

for creditabl e school service) or 8324 (relating to

contri butions for purchase of credit for creditabl e nonschool

service), the anount of the deducti ons and the peri od over

whi ch they are to be nade.

* * %

Section 2. Section 8505(b) of Title 24 is anended and the
section is anended by addi ng a subsection to read:
§ 8505. Duties of board regarding applications and el ections of

menbers.

* %k

(b) State enployees electing nmultiple service status.--Upon
recei pt of notification fromthe State Enpl oyees' Retirenent
Board that a fornmer school enpl oyee has becone an active nenber
in the State Enpl oyees' Retirenent System and has el ected to
beconme a nenber with nmultiple service status, the board shall:

(1) In case of a nenber who is receiving an annuity from
the system discontinue paynents, transfer the present

val ue[, at that tinme,] of the nmenber's annuity at the tine of

entering State service, plus the anount withdrawn in a | unp

sum paynent, on or after the date of entering State service,

pursuant to section 8345 (relating to nenber's options), with

statutory interest to date of transfer, mnus the anpunt to

19970H2052B2695 - 11 -
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be returned to the board on account of return to service that

the board has deternmined is to be credited in the nenber's

savi ngs account, fromthe annuity reserve account to the

[ menbers’'] nenber's savings account and resune crediting of
statutory interest on the anmobunt restored to his credit
[and], transfer the bal ance of the present value of the total

annuity, mnus the anmobunt to be returned to the board on

account of return to service that the board has deternmined i s

to be credited in the State accunul ati on account, fromthe

annuity reserve account to the State accunul ati on account,

and certify to the nenber the amount of |unp sum and annuity

paynents with statutory interest to be returned to the board

by him and of those anpbunts, which anount shall be credited

to the nenber's savi ngs account and credited with statutory

i nterest as such paynents are returned and whi ch anmount shal

be credited to the State accunul ati on account.

(2) In case of a nenber who is not receiving an annuity
fromthe system and who has not w thdrawn his accunul at ed
deductions, continue or resunme the crediting of statutory
interest on his accunul ated deducti ons.

(3) In case of a nenber who is not receiving an annuity
fromthe system and his accunul at ed deducti ons were
wi t hdrawn, certify to the nenber the accunul at ed deducti ons
as they woul d have been at the time of his separation had he
been a full coverage nenber together with statutory interest
for all periods of subsequent State and school service to the
date of repaynent. Such anobunt shall be restored by himand
shall be credited with statutory interest as such paynents

are restored.

* * %

19970H2052B2695 - 12 -
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(k) School enpl oyees electing nultiple service status. --Upon

recei pt of notification fromthe State Enpl oyees' Retirenent

Board that a nenber who has el ected nultiple service nenbership

has elected to restore State service or purchase creditabl e non-

State service in the State Enpl oyees' Retirenent Systemor is

obligated to return benefits to the State Enpl oyees' Retirenent

Board on account of electing nultiple service nenbership has

elected to pay all or part of the anbunt due to the State

Enpl oyees' Retirenent Board by sal ary deducti ons, the board

shall collect fromthe enpl oyee the anpbunts certified by the

State Enpl oyees' Retirenent Board as due and owi ng by the nenber

and certify and transfer to the State Enpl oyees' Retirenent

Board the anpbunts so coll ect ed.

Section 3. Sections 8506(c), (g) and (h) and 8507(c) of
Title 24 are anended to read:
§ 8506. Duties of enployers.

* x *

(c) Menber and enpl oyer contributions.--The enpl oyer shal
certify to its treasurer the required nenber contributions

pi cked up and any other contributions, including, but not

limted to, anpbunts collected for the State Enpl oyees'

Retirement Board for the rei nstatenent of previous State service

or creditable non-State service and anpbunts paid to return

benefits paid after the date of return to State service or

entering school service, deducted fromeach payroll. On July 1,

1996, and upon any |l ater effective date of enploynent of any
nonel i gi bl e menber to whomlimtation under IRC § 401(a)(17)
applies or is expected to apply, the enployer shall identify to
its treasurer or other payroll adm nistrator the nenber or

menbers to whom such limt applies or may apply and shall cause

19970H2052B2695 - 13 -
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any such menber's contributions deducted from payroll and the
enpl oyer's contribution on his behalf to cease at the limtation
under IRC 8 401(a)(17) on the payroll date if and when such
[imt shall be reached. The treasurer shall remt to the
secretary of the board each nonth the total of the nenber
contributions and the anount due fromthe enployer determined in
accordance with section 8327 (relating to paynents by
enpl oyers). If, upon crediting the remttance of a noneligible
menber's contributions to the nmenber's savings account, the
board shall determ ne that such account shall have been credited
wi th pickup contributions attributable to conpensation which is
in excess of the annual conpensation Iimt under IRC 8§
401(a)(17), or with total nenber contributions for such nenber
whi ch woul d cause such nmenber's contributions or benefits to
exceed any applicable Ilimtation on contributions or benefits
under IRC 8 401(a)(17), the board shall as soon as practicable
refund to the nenber from his individual nmenber account such
anount, together with the statutory interest thereon, as wl|
cause the nmenber's total nenber contributions not to exceed the
applicable limt. The paynent of any such refund to the nenber
shall be charged to the nmenber's savings account.

* %k

(g) Former State enployee contributors.--The enpl oyer shall,
upon the enploynment of a former nmenber of the State Enpl oyees’
Retirement Systemwho is not an annuitant of the State
Enpl oyees' Retirement System advise such enpl oyee of his right

to elect nmultiple service nmenbership within [30] 365 days of

entry into the systemor such other period as the board may by

regul ation establish and, in the case any such enpl oyee who so

el ects has withdrawn his accunul at ed deductions, require himto

19970H2052B2695 - 14 -
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restore his accunul at ed deducti ons as they woul d have been at
the tinme of his separation had he been a full coverage nenber,
together with statutory interest for all periods of subsequent
State and school service to date of repaynment. The enpl oyer
shal | advi se the board of such election.

(h) Former State enployee annuitants.--The enpl oyer shall,
upon the enploynment of an annuitant of the State Enployees’
Retirement System who applies for nmenbership in the system
advi se such enpl oyee that he may elect multiple service

ot her period as the board may by requl ati on establi sh and that

if he so elects his annuity fromthe State Enpl oyees' Retirenent

Systemw || be discontinued effective upon the date of his

return to school service and, upon term nation of school service

and application for an annuity, the annuity will be adjusted in
accordance with section 8346 (relating to term nation of
annuities). The enployer shall advise the board of such

el ecti on.

* * %

§ 8507. Rights and duties of school enployees and nenbers.

* x *

(c) Miltiple service nenbership.--Any active nmenber who was
formerly an active nenber in the State Enpl oyees' Retirenent
System may el ect to beconme a nultiple service nmenber. Such
el ection shall occur no later than [30] 365 days after becom ng

an active nenber in this systemor such other period as the

board nmay by regul ati on establi sh.

* * %

Section 4. Sections 5304(a), 5504(b), 5505(b) and (d), 5506,
5706, 5902(h) and (I) and 5904(b) of Title 71 are anended to
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read:
8§ 5304. Creditable nonstate service.

(a) Eligibility.--An active nenber or a nmultiple service
menber who is a school enpl oyee and an active nenber of the
Publ i ¢ School Enpl oyees' Retirenent System shall be eligible for
Class A service credit for creditable nonstate service as set
forth in subsections (b) and (c) except that intervening
mlitary service shall be credited in the class of service for
whi ch the nmenber was eligible at the tinme of entering into
mlitary service and for which he makes the required

contri butions and except that a nultiple service nmenber who i s a

school enpl oyee and an active nenber of the Public School

Enpl oyees' Retirenent System shall not be eliqgible to purchase

service credit for creditable nonstate service set forth in

subsection (c)(5).

* * %

§ 5504. Menber contributions for the purchase of credit for
previous State service or to becone a full coverage
menber .
(b) Certification and nethod of paynent.--The anount payabl e
shall be certified in each case by the board in accordance with
nmet hods approved by the actuary and shall be paid in a [unp sum

within 30 days or in the case of an active nmenber or eligible

school enpl oyee who is an active nenber of the Public School

Enpl oyees' Retirenent System may be anortized with statutory

i nterest through salary deductions in anmounts agreed upon by the

menber and the board. In the case of an eliqgi ble school enpl oyee

who is an active nenber of the Public School Enpl oyees'

Retirement System the agreed upon sal ary deducti ons shall be
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remtted to the Public School Enpl oyees' Retirenent Board, which

shall certify and transfer to the board the anmounts paid.

3 8 5505. Contributions for the purchase of credit for creditable

4

© 00 ~N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

nonst ate service.
* %
(b) Nonintervening mlitary service.--

(1) The armount due for the purchase of credit for
mlitary service other than intervening mlitary service
shall be determ ned by applying the nmenber's basic
contribution rate, the additional contribution rate plus the
Conmmonweal th normal contribution rate for active nmenbers at
the tinme of entry, subsequent to such mlitary service, of
the nenber into State service to his average annual rate of
conpensati on over the first three years of such subsequent
State service and multiplying the result by the nunber of
years and fractional part of a year of creditable
noni ntervening mlitary service being purchased together with
statutory interest during all periods of subsequent State and
school service to date of purchase. Upon application for
credit for such service, paynent shall be nmade in a | unp sum

within 30 days or in the case of an active nmenber or eligible

school enpl oyee who is an active nenber of the Public School

Enpl oyees' Retirenent Systemit may be anortized with

statutory interest through sal ary deductions in anmounts

agreed upon by the nenber and the board. In the case of an

eliqgi ble school enployee who is an active nenber of the

Publ i ¢ School Enpl oyees' Retirenent System the agreed upon

sal ary deductions shall be remtted to the Public School

Enpl oyees' Retirenent Board, which shall certify and transfer

to the board the anmounts paid. Application nay be filed for
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1 all such mlitary service credit upon conpletion of three

2 years of subsequent State service and shall be credited as

3 Cl ass A service.

4 (2) Applicants may purchase credit as foll ows:

5 (1) one purchase of the total anmount of creditable
6 noni ntervening mlitary service; or

7 (i1i) one purchase per 12-nonth period of a portion
8 of creditable nonintervening mlitary service.

9 The amount of each purchase shall be not | ess than one year
10 of creditable nonintervening mlitary service.

11 * %k

12 (d) Nonmlitary and nonmagi sterial service.--Contributions
13 on account of credit for creditable nonstate service other than
14 mlitary and magi sterial service shall be determ ned by applying
15 the menber's basic contribution rate, the additional

16 contribution rate plus the Conmonweal th normal contribution rate
17 for active nenbers at the tinme of entry subsequent to such

18 creditable nonstate service of the nmenber into State service to
19 his conpensation at the tinme of entry into State service and
20 multiplying the result by the nunber of years and fractional
21 part of a year of creditable nonstate service being purchased
22 together with statutory interest during all periods of
23 subsequent State and school service to the date of purchase.
24 Upon application for credit for such service paynent shall be
25 made in a lunp sumw thin 30 days or in the case of an active
26 nenber or _eligible school enployee who is an active nenber of
27 the Public School Enployees' Retirenent Systemit may be
28 anortized with statutory interest through salary deductions in
29 anounts agreed upon by the nmenber and the board. In the case of

30 an eligible school enpl oyee who is an active nenber of the
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Publ i ¢ School Enpl oyees' Retirenent System the agreed upon

sal ary deductions shall be remtted to the Public School

Enpl oyees' Retirenent Board, which shall certify and transfer to

the board the anpunts pai d.

* * %

§ 5506. Inconplete paynents.
In the event that a nenber term nates State service or _a

multi ple service nmenber who i s an active nenber of the Public

School Enpl oyees' Retirenent Systemterni nates school service

before the agreed upon paynents for credit for previous State
service, creditable nonstate service, social security

integration, [or] full coverage nmenbership or return of benefits

on account of returning to State service or entering school

service and electing nultiple service have been conpl eted, the

menber or nultiple service nenber who i s an active nenber of the

Publ i c _School Enpl oyees' Retirenent System shall have the right

servi ce the bal ance due, including interest, in a lunp sum and
the annuity shall be calculated including full credit for the
previ ous State service, creditable nonstate service, social
security integration, or full coverage nenbership. In the event
a nmenber does not pay the balance due within 30 days of
termnation of State service or in the event a nmenber dies in

State service or within 30 days of term nation of State service

or in the case of a nultiple service nenber who is an active

menber of the Public School Enpl oyees' Retirenent System does

not pay the bal ance due within 30 days of term nati on of school

service or dies in school service or within 30 days of

term nation of school service and before the agreed upon

paynents have been conpl eted, the present value of the benefit
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ot herwi se payabl e shall be reduced by the bal ance due, including
interest, and the benefit payable shall be calculated as the
actuarial equival ent of such reduced present val ue.
8§ 5706. Term nation of annuities.

(a) GCeneral rule.--If the annuitant returns to State service

or enters or has entered school service and elects nultiple

servi ce nenbership, any annuity payable to himunder this part

shall cease effective upon the date of his return to State

service or _entering school service and in the case of an annuity

other than a disability annuity the present val ue of such
annuity, adjusted for full coverage in the case of a joint
coverage nmenber who nmakes the appropriate back contributions for
full coverage, shall be frozen as of the date such annuity
ceases. An annuitant who is credited with an additional 10% of
Class A and Class C service as provided in section 5302(c)
(relating to credited State service) and who returns to State
service shall forfeit such credited service and shall have his
frozen present value adjusted as if his 10%retirenent incentive
had not been applied to his account. In the event that the cost-
of -living increase enacted Decenber 18, 1979 occurred during the
period of such State or school enploynent, the frozen present

val ue shall be increased, on or after the nenber attains
superannuati on age, by the percent applicable had he not
returned to service. This subsection shall not apply in the case
of any annuitant who may render services to the Comopnweal th in
the capacity of an independent contractor or as a nenber of an

i ndependent board or comm ssion or as a nenber of a departnental
adm ni strative or advisory board or conm ssion when such nenbers
of independent or departnental boards or comm ssions are

conpensated on a per diembasis for not nore than 150 days per
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cal endar year.

(a.1) Return to State service during energency.--Wen, in
t he judgnent of the enployer, an energency creates an increase
in the work | oad such that there is serious inpairnment of
service to the public, an annuitant nay be returned to State
service for a period not to exceed 95 days in any fiscal year
wi thout [oss of his annuity. In conmputing the nunber of days an
annuitant has returned to State service, any anount of time |ess
t han one-half of a day shall be counted as one-half of a day.
For agenci es, boards and comm ssions under the Governor's
jurisdiction, the approval of the Governor that an emergency
exi sts shall be required before an annuitant may be returned to
State service.

(a.2) Return of benefits.--In the event an annui tant whose

annui ty ceases pursuant to this section receives any annuity

paynent, including a |lunp sum paynment pursuant to secti on 5705

(relating to nenber's options) on or after the date of his

return to State service or entering school service, he shal

return to the board the anpunt so received plus statutory

i nterest. The anpunt payable shall be certified in each case by

the board in accordance with net hods approved by the actuary and

shall be paid in a lunp sumwithin 30 days or in the case of an

active nenber or school enployee who is an active nenber of the

Publ i ¢ School Enpl oyees' Retirenent System nay be anortized with

statutory interest through salary deductions i n anpunts agr eed

upon by the nenber and the board. In the case of a school

enpl oyee who is an active nenber of the Public School Enpl oyees'

Retirenment System the agreed upon sal ary deducti ons shall be

remtted to the Public School Enpl oyees' Retirenent Board, which

shall certify and transfer to the board the anmounts paid.
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(b) Subsequent discontinuance of service.--Upon subsequent
di sconti nuance of service, such nenber other than a forner
annui tant who had the effect of his frozen present val ue
elimnated in accordance with subsection (c) or a forner
disability annuitant shall be entitled to an annuity which is
actuarially equivalent to the sumof the present val ue as
determ ned under subsection (a) and the present value of a

maxi mum single life annuity based on years of service credited

subsequent to reentry in the systemand his final average salary

conputed by reference to his conpensation during his entire
period of State and school service.
(c) Elimnation of the effect of frozen present val ue. --

(1) An annuitant who returns to State service and earns

three eligibility points by performng credited State service

foll owi ng the nost recent period of receipt of an annuity
under this part, or an annuitant who enters school service
and:

(i) is amltiple service nenber; or

(ii) who elects nmultiple service nenbership, and
earns three eligibility points by performng credited State
service or credited school service follow ng the nost recent
period of receipt of an annuity under this part, and who had
the present value of his annuity frozen in accordance with
subsection (a), shall qualify to have the effect of the
frozen present value resulting fromall previous periods of

retirement elimnated, provided that all paynents under

Option 4 and annuity paynents payabl e during previous periods

of retirement plus interest as set forth in paragraph (3)
shall be returned to the fund in the formof an actuari al

adjustnment to his subsequent benefits or in such formas the
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board may ot herw se direct.

(2) Upon subsequent discontinuance of service and the
filing of an application for an annuity, a former annuitant
who qualifies to have the effect of a frozen present val ue
el imnated under this subsection shall be entitled to receive
t he hi gher of either:

(i) an annuity (prior to optional nodification)
calculated as if the freezing of the fornmer annuitant's
account pursuant to subsection (a) had not occurred,
adj usted according to paragraph (3), provided that a
former annuitant of the systemor a forner annuitant of
t he Public School Enployees' Retirenent System who
retired under a provision of |aw granting additional
service credit if termnation of State or school service
or retirement occurred during a specific period of tinme
shall not be permtted to retain the additional service
credit under the prior |aw when the annuity i s conputed
for his nost recent retirenment; or

(1i) an annuity (prior to optional nodification)
calculated as if the former annuitant did not qualify to
have the effect of the frozen present val ue eli m nated,

unl ess the fornmer annuitant notifies the board in witing by
the later of the date the application for annuity is filed or
the effective date of retirenment that the fornmer annuitant

wi shes to receive the |ower annuity.

(3) In addition to any other adjustnent to the present
val ue of the maximumsingle life annuity that a nenber may be
entitled to receive that occurs as a result of any other
provi sion of law, the present value of the maxi mum single

life annuity shall be reduced by all anounts paid or payable
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to himduring all previous periods of retirenment plus
interest on these anmounts until the date of subsequent
retirement. The interest for each year shall be cal cul ated
based upon the annual interest rate adopted for that fiscal
year by the board for the cal culation of the nornal
contribution rate pursuant to section 5508(b) (relating to
actuarial cost nethod).
§ 5902. Administrative duties of the board.
* %
(h) Regul ations and procedures.--The board shall, with the
advice of the Attorney General and the actuary, adopt and
pronmul gate rules and regul ations for the uniformadm nistration

of the system No regulation establishing a period of tine to

elect multiple service shall all ow any such el ecti on nore than

365 days after entry into the systemas an active nmenber. The

actuary shall approve in witing all conputational procedures
used in the calculation of contributions and benefits, and the
board shall by resol ution adopt such conputational procedures,
prior to their application by the board. Such rules, regul ations
and conput ati onal procedures as so adopted fromtinme to tine and
as in force and effect at any tine, together with such tables as
are adopted pursuant to subsection (j) as necessary for the
cal cul ation of annuities and other benefits, shall be as
effective as if fully set forth in this part. Any actuari al
assunption specified in or underlying any such rule, regulation
or conputational procedure and utilized as a basis for
determ ning any benefit shall be applied in a uniform manner.

* %k

(1) Menber contributions.--The board shall cause all pickup

contri buti ons made on behalf of a nenber to be credited to the
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account of the nmenber and credit to his account any ot her

paynment made by such nmenber including, but not limted to,

anounts coll ected by the Public School Enpl oyees' Retirenent

System for the rei nstatenent of previous State service or

credi tabl e nonstate service, and anpbunts paid to return benefits

paid after the date of return to State service or entering

school service representing |lunp sum paynents nade pursuant to

section 5705(a)(4)(iii) (relating to nenber's opti ons) and

menber's annuity paynents, but not including other benefits

returned pursuant to section 5706(a.2) (relating to term nati on

of annuities) and shall pay all such anpunts into the fund.

* * %

8§ 5904. Duties of the board to report to the Public School
Enpl oyees' Retirenment Board.

* %k

(b) Muiltiple service nenbership of school enpl oyees. --Upon
recei pt of notification fromthe Public School Enpl oyees’
Retirement Board that a former State enpl oyee has beconme an
active nmenber in the Public School Enployees' Retirenment System
and has elected to receive credit for nultiple service, the
board shall certify to the Public School Enployees' Retirenent
Board and concurrently to the nenber:

(1) the total credited service in the systemand the
nunber of years and fractional part of a year of service
credited in each class of service;

(2) the annual conpensation received each cal endar year
by the nenber for credited State service; [and]

(3) the social security integration credited service to
whi ch the nmenber is entitled and the average noncovered

sal ary upon which the single life annuity attributable to
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such service will be conputed[.]; and

(4) if the nmenber has el ected payroll deducti ons

pursuant to section 5504 (relating to nenber contri buti ons

for the purchase of credit for previous State service or to

becone a full coverage nenber) or 5505 (relating to

contri butions for the purchase of credit for creditable

nonstate service), the anpunt of the deducti ons and the

peri od over which they are to be nade.

* * %

Section 5. Section 5905(b) of Title 71 is anmended and the
section is anended by addi ng a subsection to read:

8§ 5905. Duties of the board regarding applications and
el ections of menbers.

* x *

(b) School enpl oyees electing nultiple service status. --Upon
recei pt of notification fromthe Public School Enpl oyees’
Retirement Board that a former State enpl oyee has beconme an
active nmenber in the Public School Enployees' Retirenment System
and has elected to becone a nenber with nultiple service status
t he board shal |

(1) in case of a nenber receiving an annuity fromthe
system discontinue paynents, transfer the present val ue[, at

that time,] of the nenber's annuity at the tine of entering

school service, plus the amobunt withdrawn in a |lunp sum

paynent, on or after the date of entering school service,

pursuant to section 5705 (relating to nenber's option), with

statutory interest to date of transfer, mnus the anount to

be returned to the board on account of return to service,

that the board has determned is to be credited in the

nenber's savings account, fromthe annuity reserve account to
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the [menbers'] nenber's savings account and resune crediting
of statutory interest on the anount restored to his credit
[and], transfer the bal ance of the present value of the total

annuity, mnus the anmobunt to be returned to the board on

account of return to service that the board has deternmined is

to be credited in the State accunul ati on account, fromthe

annuity reserve account to the State accunul ati on account,

and certify to the nenber the amount of |unp sum and annuity

paynents with statutory interest to be returned to the board

by him and of those anpbunts, which anount shall be credited

to the nenber's savi ngs account and credited with statutory

i nterest as such paynents are returned and whi ch anmount shal

be credited to the State accunul ati on account; or

(2) in case of a nenber who is not receiving an annuity
and has not withdrawn his total accunul ated deducti ons,
continue or resune the crediting of statutory interest on his
total accunul at ed deductions during the period his total
accunul at ed deductions remain in the fund; or

(3) in case of a fornmer State enpl oyee who i s not
receiving an annuity fromthe systemand his total
accumnul at ed deductions were withdrawn, certify to the fornmer
State enpl oyee the accunul at ed deducti ons as they woul d have
been at the tine of his separation had he been a ful
coverage menber together with statutory interest for al
peri ods of subsequent State and school service to the date of
repaynent. Such anmount shall be restored by himand shall be
credited with statutory interest as such paynents are
rest or ed.

* * %

(j) State enpl oyees' electing nultiple service status. --Upon
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recei pt of notification fromthe Public School Enpl oyees'

Retirenment Board that a nenber who has el ected nultiple service

menbership has el ected to restore school service or purchase

credi tabl e nonschool service in the Public School Enpl oyees'

Retirenment Systemor is obligated to return benefits to the

Publ i ¢ School Enpl oyees' Retirenent Board on account of el ecting

multi ple service nmenbership has elected to pay all or part of

t he anpbunt due to the Public School Enpl oyees' Retirenent Board

by sal ary deductions, the board shall collect fromthe enpl oyee

the anpunts certified by the Public School Enpl oyees' Retirenent

Board as due and owi ng by the nenber and certify and transfer to

the Public School Enpl oyees' Retirenent Board the anpbunts Sso

col l ected.

Section 6. Sections 5906(c), (g) and (h) and 5907(c) of
Title 71 are anended to read:
8§ 5906. Duties of heads of departnents.

* x *

(c) Menber contributions.--The head of departnent shal
cause the required pickup contributions for current service to

be made and shall cause to be deducted any other required nenber

contributions including, but not limted to, contri buti ons owed

by an active nenber with nultiple service nenbership for school

service and credi tabl e nonschool service in the Public School

Enpl oyees' Retirenent System and anounts certified by the

Publ i ¢ School Enpl oyees' Retirenent Board as due and ow ng on

account of termination of annuities fromeach payroll. The head

of department shall notify the board at times and in a manner
prescri bed by the board of the conpensation of any noneligible
menber to whomthe limtation under IRC 8§ 401(a)(17) either

applies or is expected to apply and shall cause such nenber's
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contributions deducted frompayroll to cease at the limtation
under IRC 8 401(a)(17) on the payroll date if and when such
limt shall be reached. The head of departnent shall certify to
the State Treasurer the anounts picked up and deducted and shal
send the total amount picked up and deducted together with a
dupl i cate of such voucher to the secretary of the board every
pay period. The head of departnent shall pay pickup
contributions fromthe sane source of funds which is used to pay
ot her conpensation to the enployee. On or before January 31,
1997, and on or before January 31 of each year thereafter, the
head of departnent shall, at the time when the incone and

wi t hhol ding information required by law is furnished to each
menber, also furnish the amount of pickup contributions made on
his behalf and notify the board, if it has not been previously
notified, of any noneligible nenber whose conpensation in the
precedi ng year exceeded the annual conpensation limt under |IRC
8§ 401(a)(17). If the board shall determ ne that the nmenber's
savi ngs account shall have been credited with pickup
contributions for a noneligible nenber in the preceding year
which are attri butable to conpensation in excess of the
[imtation under IRC 8§ 401(a)(17), or with total nenber
contributions for such nenber which woul d cause such nenber's
contributions or benefits to exceed any applicable Iimtation
under IRC 8 401(a)(17), the board shall as soon as practicable
refund to the nmenber from his individual nenber account such
anount, together with the statutory interest thereon, as wl|
cause the nenber's total nenber contributions in the preceding
year not to exceed the applicable Ilimt. The paynent of any such
refund to the nenber shall be charged to the nenber's savings

account.

19970H2052B2695 - 29 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

* * %

(g) Former school enployee contributors.--The head of
departnent shall, upon the enploynment of a former contributor to
the Public School Enployees' Retirenment System who is not an
annui tant of the Public School Enployees' Retirenment System
advi se such enpl oyee of his right to elect within [30] 365 days

of entry into the systemor such other period as the board may

by requl ation establish to becone a nultiple service nenber, and

in the case of any such enpl oyee who so el ects and has w t hdrawn
hi s accumnul ated deductions, require himto reinstate his credit
in the Public School Enployees' Retirenent System The head of

t he departnent shall advise the board of such el ection.

(h) Former school enployee annuitants.--The head of
departnment shall, upon the enploynent of an annuitant of the
Publ i ¢ School Enpl oyees' Retirenent System who applies for
menbership in the system advise such enpl oyee that he may el ect
mul tiple service nmenbership within [30] 365 days of entry into

the systemor such other period as the board nay by requl ation

establish and if he so elects his public school enployee's

annuity will be discontinued effective upon the date of his

return to State service and, upon termnation of State service

and application for an annuity, the annuity will be adjusted in
accordance with section 5706 (relating to term nation of
annuities). The head of departnent shall advise the board of
such el ection.

* * %

§ 5907. Rights and duties of State enpl oyees and nenbers.

* * %

(c) Miltiple service nenbership.--Any active nmenber who was

formerly an active nenber in the Public School Enpl oyees’
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Retirement System may elect to becone a nultiple service nenber.
Such el ection shall occur no later than [30] 365 days after

becom ng an active nmenber in this systemor such other period as

the board may by requl ati on establi sh.

* * %

Section 7. (a) Notwithstanding the limtation contained in
24 Pa.C. S. 8§ 8507(c), any active nmenber of the Public School
Enpl oyees' Retirenment System who was fornerly an active nenber
in the State Enpl oyees' Retirenment System nay el ect to becone a
mul ti pl e service nmenber on or before the fourth Decenber 31,
coincident with or followng the effective date of this act.

(b) Notwithstanding the limtation contained in 71 Pa.C. S. 8§
5907(c), any active nmenber of the State Enpl oyees' Retirenent
System who was fornerly an active nenber of the Public School
Enpl oyees' Retirement System may elect to becone a nultiple
service nenber on or before the fourth Decenber 31, coincident
with or following the effective date of this act.

Section 8. Upon becom ng effective this act shall be
effective retroactive to the date of enactnent, except that
deceased nenbers of the State Enpl oyees' Retirenent System or
Publ i ¢ School Enpl oyees' Retirenent Systemw th a date of death
on or before 180 days after the enactnment of this act, or their
personal representatives, may not elect nultiple service
menber shi p pursuant to this act.

Section 9. This act shall take effect in 180 days.
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