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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 503 %

| NTRODUCED BY HARHART, BAKER, BEBKO- JONES, BELARDI , ARMSTRONG
BELFANTI , BENNI NGHOFF, BROWNE, CAPPELLI, COY, CRUZ, DALLY,
DeLUCA, DeWEESE, EACHUS, FAI RCH LD, CEI ST, CGEORGE, GODSHALL
GOCDVAN, GRUCELA, HARHAI, HENNESSEY, HERMAN, HESS, HORSEY,
HUTCHI NSON, JAMES, KI RKLAND, LAUGHLIN, LEH, LEWS,
Mel LHATTAN, R MLLER, S. MLLER MJUNDY, PALLONE, PETRARCA,
PRESTON, READSHAW REED, RElI CHLEY, RUBLEY, SANTONI, SATHER
SAYLOR, SCAVELLO, SCHRCDER, SEMMEL, SOLOBAY, STABACK, STERN
R STEVENSON, T. STEVENSON, E. Z. TAYLOR, THOVAS, Tl GUE
TRAVAGLI O, WATSON, WRI GHT, YOUNGBLOOD, YUDI CHAK AND ZUG
FEBRUARY 26, 2003

REFERRED TO COWM TTEE ON EDUCATI ON, FEBRUARY 26, 2003
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AN ACT
Amrending Title 24 (Education) of the Pennsylvani a Consol i dated

Statutes, adding definitions; further providing for actuari al

cost nethod, for the Public School Enployees' Retirenent

Fund, for the State accunul ati on account and for the annuity

reserve account; and establishing the supplenental annuity

reserve account.

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

Section 1. The definition of "valuation interest” in section
8102 of Title 24 of the Pennsylvania Consolidated Statutes is
anended and the section is anmended by adding definitions to
read:

§ 8102. Definitions.
The foll ow ng words and phrases when used in this part shal

have, unless the context clearly indicates otherw se, the
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meani ngs given to themin this section:

* * %

"Set-aside." Anmounts credited annually to the suppl enent al

annuity reserve account calculated by nultiplying the difference

of the fund's tine-weighted rate of return for the precedi ng

vear m nus the board's actuarial interest rate assunption for

the precedi ng year, tines the nean anpunt of the annuity reserve

account for the precedi ng year.

* * %

"Ti ne-wei ghted rate of return.”" The fund's total investnent

return, expressed as a percentage, including both realized and

unreal i zed gains and | osses, based on the actuarial val ue of

assets used for deterni ning annual contri bution rates.

"Val uation interest."” Interest at 5 1/2% per annum
conpounded annual ly and applied to all accounts other than the

menber s’ savings account and the suppl enental annuity reserve

account .

Section 2. Sections 8328(c), 8522, 8524 and 8525(a) of Title
24 are anended to read:

§ 8328. Actuarial cost method.

* x *

(c) Accrued liability contribution rate.--For the fiscal
year beginning July 1, 2002, the accrued liability contribution
rate shall be conputed as the rate of total conpensation of al
active nmenbers which shall be certified by the actuary as
sufficient to fund over a period of ten years fromJuly 1, 2002,
the present value of the liabilities for all prospective
benefits of active nmenbers, except for the supplenental benefits

provided in sections 8348, 8348.1, 8348.2, 8348.3, 8348.4,
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8348.5, 8348.6 and 8348.7, in excess of the total assets in the
fund (cal cul ated by recogni zing the actuarially expected
investment return i medi ately and recogni zing the difference
bet ween the actual investnent return and the actuarially

expected investnment return over a five-year period), excluding

the bal ance in the annuity reserve account and the bal ance in

t he suppl enental annuity reserve account, and of the present

val ue of normal contributions and of nenber contributions
payable with respect to all active nmenbers on July 1, 2002,
during the remai nder of their active service. Thereafter, the
anount of each annual accrued liability contribution shall be
equal to the anobunt of such contribution for the fiscal year,
begi nning July 1, 2002, except that, if the accrued liability is
i ncreased by | egislation enacted subsequent to June 30, 2002,
such additional liability shall be funded over a period of ten
years fromthe first day of July, coincident with or next
following the effective date of the increase. The amobunt of each
annual accrued liability contribution for such additional
legislative liabilities shall be equal to the anpbunt of such
contribution for the first annual paynent.

* x *

§ 8522. Public School Enployees' Retirenment Fund.

The fund shall consist of all nobneys in the several separate
funds in the State Treasury set apart to be used under the
direction of the board for the benefit of menbers of the system
and the Treasury Departnent shall credit to the fund all noneys
received fromthe Departnment of Revenue arising fromthe
contributions required under the provisions of Chapter 83
(relating to nmenbership, contributions and benefits) and al

earnings frominvestnments or noneys of said fund. There shall be
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establ i shed and nai ntai ned by the board the several | edger
accounts specified in sections 8523 (relating to nenbers’
savi ngs account), 8524 (relating to State accunul ati on account),

8525 (relating to annuity reserve account), 8525.1 (relating to

suppl enental annuity reserve account) and 8526 (relating to

heal t h i nsurance account).
§ 8524. State accunul ati on account.

The State accumul ati on account shall be the |edger account to
whi ch shall be credited all contributions of the Comobnweal th
and ot her enployers as well as the earnings of the fund, except
t he prem um assi stance contributions and earnings thereon in the

health i nsurance account and the suppl enental annuity

contri buti ons and earni ngs on the assets in the suppl enent al

annuity reserve account. Valuation interest shall be all owed on

the total amount of such account |ess any earnings of the fund
credited during the year. The reserves necessary for the paynent
of annuities and death benefits as approved by the board and as
provided in Chapter 83 (relating to nenbership, contributions
and benefits) shall be transferred fromthe State accumul ati on
account to the annuity reserve account. At the end of each year
the required interest shall be transferred fromthe State
accurul ati on account to the credit of the nmenbers' savings

account and the annuity reserve account[.] and begi nning June

30, 2003, the required anpunts representing the set-asi de shal

be transferred fromthe State accumul ati on account to the credit

of the suppl emental annuity reserve account. In addition, at the

end of each year beqginning July 1, 2003, the transfer of any

anounts fromthe suppl enental annuity reserve account, in

accordance with section 8525.1 (relating to suppl enental annuity

reserve account), shall be credited to the State accunul ati on
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account. The adm nistrative expenses of the board shall be
charged to the State accunul ati on account.
§ 8525. Annuity reserve account.

(a) Credits and charges to account.--The annuity reserve
account shall be the | edger account to which shall be credited
the reserves held for the paynment of annuities and death
benefits on account of all annuitants and the contributions from
t he Commonweal th and ot her enployers as determ ned in accordance
with section 8328 (relating to actuarial cost nethod) for the
paynment of the supplenental annuities provided in sections 8348
(relating to supplenental annuities), 8348.1 (relating to
addi ti onal supplenmental annuities), 8348.2 (relating to further
addi ti onal supplenmental annuities), 8348.3 (relating to
suppl enental annuities commencing 1994), 8348.4 (relating to
speci al suppl emental postretirenment adjustnent)[,] and 8348.5
(relating to suppl enmental annuities comrencing 1998)[, 8348.6
(relating to supplenmental annuities comrenci ng 2002) and 8348.7
(relating to suppl enmental annuities comrencing 2003)]. The
annuity reserve account shall be credited with val uation
interest. After the transfers provided in sections 8523
(relating to nmenbers' savings account) and 8524 (relating to
State accunul ati on account), all annuity and death benefit

paynents, except supplenental annuities provided in sections

8348.6 (relating to suppl enental annuiti es conmenci ng 2002) and

8348.7 (relating to suppl enental annuiti es conmmenci ng 2003),

shall be charged to the annuity reserve account and paid from
t he fund.

* * %

Section 3. Title 24 is anended by adding a section to read:

8§ 8525.1. Suppl enmental annuity reserve account.
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The suppl enmental annuity reserve account shall be the | edger

account to which shall be credited the annual set-asi de anpunts

and contri butions fromthe Commonweal th and ot her enpl oyers as

deternmined in accordance with sections 8328(d) (relating to

actuari al cost nmethod), 8348.6(f) (relating to suppl enent al

annui ti es comrenci ng 2002) and 8348. 7(f) (relating to

suppl enental annuiti es commenci ng 2003). In addition, al

earni ngs derived frominvestnent of the reserves of the

suppl enental annuity reserve account, determ ned by using the

fund's ti me-weighted rate of return, shall be credited to this

account. In any year in which the fund's tine-wei ghted rate of

return is less than the board's actuarial interest rate

assunption for the year, the nean anbunt in the annuity reserve

account for the preceding year shall be nultiplied by the

difference of the board's actuarial rate assunption for the

precedi ng year m nus the actual tinme-weighted rate of return and

such anpunt shall be debited to the suppl emental annuity reserve

account and credited to the State accunul ati on account

regardl ess of the resulting bal ance in the suppl enental annuity

reserve account. Effective July 1, 2003, paynent of the

suppl enental annuities provided in section 8348.6, effective

July 1, 2004, paynent of the suppl enental annuities provided in

section 8348.7, and any additi onal suppl enental annuity enacted

subsequent to July 1, 2005, shall be charged to the suppl enent al

annuity reserve account and paid by the fund.

Section 4. This act shall take effect in 60 days.
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