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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1568 %%

| NTRODUCED BY BROMNE, ORI E, SCARNATI, ARMSTRONG FOLMER
RAFFERTY, ElI CHELBERGER, WAUGH, ROBBI NS, BAKER, EARLL
D. VH TE AND VANCE, SEPTEMBER 18, 2008

REFERRED TO FI NANCE, SEPTEMBER 18, 2008
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AN ACT

Amrending Title 71 (State Governnent) of the Pennsyl vani a

Consolidated Statutes, providing for a unified retirenent

system for enpl oyees of the Commonwealth and its political

subdi vi si ons and ot her enpl oyers.

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

Section 1. Title 71 of the Pennsyl vania Consol i dat ed
Statutes is anended by adding a part to read:

PART XXVI |

UNI FI ED CONTRI BUTI ON PENSI ON PLAN

71. Menber shi p, Contri buti ons and Benefits

CHAPTER 71

VEMBERSHI P, CONTRI BUTI ONS AND BENEFI TS

Sec.

7101. Decl arati on of purpose.

7102. Definitions.

7103. Est abl i shnent.
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7104. Publ i ¢ Enpl oyees' Retirenment System Board.

7105. Duti es of board.

7106. Adm nistrati on and i nvest ment opti ons.

7107. Pl an structure.

7108. | nvest ments and expenses.

7109. Attachnent.

7110. | nvest ment s.

7111. Active nenber contri buti ons.

7112. Enpl oyer contri buti ons.

7113. Vesti ng.

7114. Duti es of board to advise and report to heads of

departnents and nenbers.

7115. Duti es of heads of departnents.

7116. Admi nistration.

7117. Applicability.

8§ 7101. Decl arati on of purpose.

In order to preserve the long-termfiscal stability and

viability of this Commonweal th and its political subdivisions,

the purpose of this chapter is to provide a unified retirenent

system for enpl oyees of the Commonweal th, its political

subdi vi sions and all other enployers to participate in and to

provide retirenent incone security through a system of defined

contri bution authorized by the United States |Internal Revenue

Code, permitting the enpl oyees to obtain the advant ages i nherent

in the plans relative to the incone tax treatnent of the

contri buti ons and di sbursenents nmade under defined contri bution

§ 7102. Definitions.

The foll owi ng words and phrases when used in this chapter

shal|l have the neanings given to themin this section unless the
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context clearly indicates ot herw se:

"Active nenber." A public enpl oyee, or a nenber on | eave

wi t hout pay, for whom contri buti ons are bei ng nade pursuant to

the system establi shed under this chapter.

"Board." The Public Enpl oyees' Retirenent System Board.

"Conpensation.” The renuneration actually received as a

publ i c enpl oyee, excluding any of the foll ow ng:

(1) Refunds for expenses, contingency and account abl e

expense al |l owances.

(2) Severance paynments or paynents for unused vacati on

or sick | eave.

"Enpl oyer." Any governnental entity directly responsible for

t he enpl oynent and paynent of a public enpl oyee.

"Fund." The Public Enpl oyees' Retirenent Fund.

"Head of departnent." Any of the foll ow ng:

(1) The chief adm nistrative officer of a departnent.

(2) The chairperson or executive director of an agency,

aut hority or independent board or conm ssi on.

(3) The Court Adm nistrator of Pennsyl vani a.

(4) The Chief derk of the Senate.

(5) The Chief Cerk of the House of Representatives.

(6) A designee of any of the individuals |isted under

this definition who ot herwi se executes duties sinmlar to that

of a chief adm nistrative officer of an enpl oyer or a

departnent of any ot her enpl oyer.

(7)) The director or sinmlar person for any entity that

enpl oys a public enpl oyee.

"IRC." The Internal Revenue Code of 1986 (Public Law 99-514

26 US.C. 8 1 et seq.). Areference in this part to "I RC § XXX"

shall be deened to refer to the identically nunbered section and
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subsection or other subdivision of such section in 26 U.S.C

(relating to I nternal Revenue Code).

"Lifestyle funds." An investnment fund featuring an asset n X

deternmined by the level of risk and return that is appropriate

for an individual active nmenber

"Menber contributions." Reqular contributions by nmenbers

under section 7111 (relating to active nenber contri butions).

"“Muni ci pal enpl oyee." A person holding an office or position

under a nunicipality or a nunicipal governnent associ ati on and

paid on a reqular salary or per diembasis. The term shall not

i nclude officers and enpl oyees paid wholly on a fee basis.

"Municipality.” Any of the foll ow ng:

(1) A city, borough, town, township, county, county

institution district or any newly created governnental unit.

(2) An authority created solely or jointly by a city,

bor ough, town, township, county or county institution

district.

(3) An institution supported and mai ntai ned by a

muni ci pality or a nmunici pal government associ ati on.

(4) An industrial devel opnent corporati on as defi ned

under section 2301 of the act of June 29, 1996 (P.L. 434,

No. 67), known as the Job Enhancenent Act, whi ch has adopt ed

byl aws and the governi ngq body of the industrial devel opnent

corporation is organi zed and hol ds requl ar public neetings.

"Pensi onabl e earni ngs." Conpensati on ni nus any conpensati on

recei ved for the perfornmance of overtine or conpensation in the

formof a bonus, regardless if the bonus is pro rata, |lunp sum

or in any other method.

"Public enployee." Any of the foll ow ng enpl oyees that begin

public service after Novenber 30, 2008:
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(1) A State enpl oyee.

(2) A school enpl oyee.

(3) A nunicipal enpl oyee.

(4) An enployee of a political subdivision of the

Commpnweal t h.

"Public school." Any classes or schools within this

Commpnweal th conduct ed under the order and superi ntendence of

t he Departnment of Education, including any of the foll ow ng:

(1) Al educational classes of an enpl oyer charged with

the responsibility of public education within this

Commpnweal th as well as those cl asses financed wholly or in

part by the Federal Governnent.

(2) State-owned coll eges and universities, The

Pennsyl vania State University and conmunity col |l eges.

(3) Area vocational -techni cal schools and i nternedi ate

(4) The State Board of Educati on.

(5) Scotland School for Veterans' Children, Thaddeus

St evens State School of Technol ogy and the Pennsyl vani a State

Oral School for the Deaf.

"Public service." The service of a public enpl oyee during

whi ch the required nenber contri buti ons have been nade.

"School enployee." A person engaged in work relating to a

public school for any governnental entity and for which work the

person i s receiving reqular renunerati on as an officer,

adm ni strator or enpl oyee. The term does not include an

i ndependent contractor or a person conpensated on a fee basis.

"State enpl oyee." Any person holding a State office or

posi ti on under the Commonweal th or enpl oyed by the Commonweal th

in any capacity. The termshall not include an i ndependent

2008051568B2388 - 5 -



1 contractor, a person conpensated on a fee basis or a person paid
2 directly by an entity other than a State Enployees' Retirenent

3 Systemenployer. The termshall include nenbers of the General

4 Assenbly and any officer or enployee of any of the follow ng:

5 (1) The Pennsylvani a Turnpi ke Conmi ssion, the Del aware

6 River Port Authority, the Port Authority Transit Corporation
7 t he Phil adel phia Regional Port Authority, the Delaware River
8 Joint Toll Bridge Conmission, the State Public School

9 Bui I ding Authority, the General State Authority, the State
10 H ghway and Bridge Authority, the Delaware Vall ey Regi onal

11 Pl anni ng Conmi ssi on_and the Susquehanna River Basin

12 Conmission, if the conm ssion or authority nmakes enpl oyer

13 contributions on behalf of enployees under section 7112

14 (relating to enployer contributions).

15 (2) The Interstate Conmi ssion of the Del aware River

16 Basin, if the commi ssion contributes to the fund the noney

17 required to build up the reserves necessary for the paynent
18 of the annuities of the officers and enpl oyees w thout any

19 liability on the part of the Commpnweal th to nake
20 appropriations for those purposes.
21 (3) A separate independent public corporation created by
22 statute, except for a nunicipal or quasi-nunicipal
23 corporation, if the follow ng apply:
24 (i) The officer or enployee renains an officer or
25 enpl oyee of the public corporation.
26 (ii) The officer or enployee of the public
27 corporation was an _enpl oyee of the Conmonwealth
28 i nmedi ately prior to enploynent by the public
29 corporation.
30 (iii) The public corporation contributes to the fund
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the noney required to build up the reserves necessary for

the paynent of the annuities of the officers and

enpl oyees without any liability on the part of the

Commpnweal th to nake appropriati ons for those purposes.

"System " The Public Enpl oyee's Retirenent System

§ 7103. Establishnent.

(a) System establishnent.--A public enpl oyees' retirenent

systemis established for public enpl oyees.

(b)Y Fund establishnent.--The Public Enpl oyees' Retirenent

Fund i s established.

8§ 7104. Publ i ¢ Enpl oyees' Retirenment System Board.

(a) Establishnent.--The Public Enpl oyees' Retirenment System

Board is established for the purpose of adm ni stering and

managi ng the system

(b)Y Status and nenbershi p.--The board shall be an

i ndependent admni ni strati ve board and shall consist of the

foll ow ng menbers:

(1) The State Treasurer, who shall be an ex officio

(2) Two nenbers of the Senate or a desi gnee.

(3) Two nenbers of the House of Representatives or a

(4) The Chairman of the State Enpl oyees' Retirenent

(5) The Chairman of the Public School Enpl oyees'

Reti renent Board.

(6) The Chairnman of the Pennsyl vani a Miuni ci pal

Reti renent Board.

(7)) Three nenbers appoi nted by the Governor. One of the

menbers first appointed by the Governor shall be appoi nted
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1 for a termwhich shall expire on June 30, 2013, one nenber

2 for a termwhich shall expire on June 30, 2013, and one

3 nenber for a termwhich shall expire on June 30, 2014.

4 (c) Terns and qualifications.--Except as provided under

5 subsection (d), nenbers shall serve for terns of four years.

6 Menbers appointed by the Governor nay not be or have been a

7 public enployee on or before the effective date of this section,
8 nor may be a current or forner nenber of the State Enployees'

9 Retirenent System the Public School Enployees' Retirenent

10 System the Pennsylvania Minicipal Retirenent System or_ any

11 other Pennsylvania public retirenment system and shall be subject
12 to confirnmation by the Senate.

13 (d) Legislative nenbers.--The nenbers of the Senate shall be
14 appointed by the President pro tenpore of the Senate and shal

15 consist of a mpjority nenber and a minority nenber. One nenber
16 of the House of Representatives shall be appointed by the

17 Majority Leader of the House of Representatives. One nenber of
18 the House of Representatives shall be appointed by the Mnority
19 Leader of the House of Representatives. The | egislative nenbers
20 shall serve on the board for the duration of their |egislative
21 terns _and shall continue to serve until 30 days after the
22 convening of the next regular session of the General Assenbly
23 after the expiration of their respective legislative terns or
24 until a successor is appointed for the new term whichever
25 occurs first. A vacancy occurring during the termof an
26 appointed nenber shall be filled for the unexpired termby the
27 appointnent and confirnmation of a successor in the sane nanner
28 as the nenber's predecessor. Legislative nenbers shall be
29 precluded frombeing appointed to the board if they have

30 previously or are currently serving in any capacity with any
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other retirenent board or system

(e) GCath of office.--Each nenber of the board shall take an

oath of office that the nenber will, so far as it devol ves upon

the nmenber, diligently and honestly adm nister the affairs of

the board and will not knowingly violate or willfully permt to

be violated any of the provisions of |aw applicable to this

chapter. The oath shall be subscri bed by the nenber taking it

and certified by the officer before whomit is taken and shal

be immedi ately filed in the Ofice of the Secretary of the

Commpnweal t h.

(f) Conpensation and expenses.--All board nenbers shall be

rei nbursed for any necessary expenses and shall not suffer | oss

of salary or wages through serving on the board, except that, if

duti es the board has nandated are not executed, no conpensati on

or rei nbursenent for necessary expenses of board nmenbers shal

be paid or payable during the period in which the duties are not

execut ed.

(g) Corporate power and | egal advi sor.--The board shal

possess the powers and privil eges of a corporation. The Attorney

CGCeneral shall be the | egal advi sor of the board.

§ 7105. Duties of board.

(a) Enpl oyees.--The foll ow ng shall apply:

(1) The positions of secretary, assistant secretary and

i nvest nent professional shall be placed under the

uncl assifi ed service provisions of the act of August 5, 1941

(P.L.752, No.286), known as the Civil Service Act. Al other

positions of the board shall be placed in either the

classified or unclassified service according to the

definition of the terns under the Cvil Service Act.

(2) Notwi thstandi ng any other provision of |aw the
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conpensati on of investnent professionals shall be established

by the board. The conpensation of all other officers and

enpl oyees of the board who are not covered by a collective

bar gai ni ng agreenent shall be established by the board

the Executive Board of the Commonweal t h.

(b) Secretary.--The secretary shall act as chief

admi ni strative officer for the board. In addition to other

1
2
3
4
5 consistent with the standards of conpensation established by
6
7
8
9

powers and duties conferred upon and del eqgated to the secretary

10 by the board, the secretary shall do all of the foll ow ng:

11 (1) Serve as the administrative agent of the board.

12 (2) Serve as |iaison between the board and applicable
13 legislative conmttees, the Treasury Departnent, the

14 Departnent of the Auditor General and between the board and
15 t he i nvestnent counsel and the nortgage supervisor in

16 arranging for investnents to secure maxinumreturns to the
17 fund.

18 (3) Review and analyze proposed |egislation and

19 | egi sl ative devel opnents affecting the system and present

20 findings to the board, legislative conmttees and other

21 i nterested groups or individuals.

22 (4) Direct the maintenance of files and records and

23 preparations or periodic reports.

24 (5) Receive inquiries and requests for information

25 concerning the systemfromthe press, Commonwealth officials,
26 State enpl oyees, the general public, research organizations
27 and officials and organi zations fromother states and provide
28 information as authorized by the board.

29 (6) Supervise a staff of administrative, technical and
30 clerical enployees engaged in recordkeeping and clerical
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1 processing activities in maintaining files of nenbers,

2 accounting for contributions, processing paynents to

3 annuitants, preparing required reports and retirenent

4 counsel i ng.

5 (c) Specific duties.--In order to establish and adm nister

6 the system the powers and duties of the board shall include the
7 follow ng:

8 (1) Providing to active nenbers a defined contribution

9 retirement plan that is conpliant with the IRC and the

10 requirenents of this chapter

11 (2) Entering into witten agreenents with financial or
12 ot her organi zations to adm nister the systemfor an active

13 nenber and to invest funds held pursuant to the system The
14 system and any witten agreenent shall conply with the IRC
15 (3) Establishing procedures whereby public enpl oyees

16 shal |l participate in the system and may change their

17 i nvest ment choices on a periodic basis, as determ ned by the
18 board, which shall not be Iess frequently than once per

19 cal endar nont h.
20 (4) Arranging for a deduction, fromthe conpensation of
21 public enpl oyees, of enployee contributions to the system
22 (5) Establishing criteria for selection by the board of
23 the financial institutions, insurance conpani es or_other
24 organi zations that nmay be qualified as nmanagers, on behalf of
25 t he board, of funds accunul ated under the system on behal f of
26 any active nenber.
27 (6) Establishing standards or criteria for the providing
28 of options to an active nenber concerning the nethod of
29 i nvesting anmpunts accunul ated under the systemif the options
30 include a diversified mx of |owcost investnent products
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that span the risk-return spectrum

(7) Establishing standards or criteria for informng

active nenbers of specific options offered by qualified

(8) Designing a conprehensive, bal anced and i nparti al

educati onal programto assist active nenbers in their choice

of investnent options under the system which shall include

reti renent pl anni ng educati on and fi nanci al pl anni ng qui dance

on nmatters such as i nvestnent diversification, investnent

ri sks, investnent costs and asset all ocati on.

(9) Establishing standards and criteria for the

di scl osure to active nenbers of the antici pated and act ual

i ncone attri butable to the anpbunts, property and rights and

all fees, costs and charges to be nade agai nst the anpunts

accunul ated to cover the costs of adnmi ni steri ng and nanagi ng

t he funds.

(10) Establishing processes for participation in the

system The el ection period shall begin on the date that an

i ndi vi dual becones a qualified enpl oyee and shall end 90 days

fromthat date.

(11) Perform ng an annual review of any qualified fund

manager for the purpose of assuring it continues to neet al

standards and criteria established.

(12) Establishing procedures whereby any acti ve nenber

may do one of the foll ow ng:

(i) Wthdraw accunul ated anpbunts i n cases of

financi al hardship or separati on of an active nenber from

State service or as otherwi se permtted under the | RC

(ii) D spose of an active nenber's account pursuant

to a donestic relations order unless in conflict with the

2008051568B2388 - 12 -
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IRC.

(13) Adninistering the systemin conpliance with the

IRC.

(14) Pronul gating requl ati ons necessary to adni ni ster

thi s chapter

(d) Prohibited interests.--No nenber or enpl oyee of the

board shall have any direct or indirect interest in the gains or

profits of any investnent nade by the board.

(e) Professional personnel.--The board shall contract for

the services of investnent advi sors and counsel ors and any ot her

pr of essi onal personnel as it deens advi sable. The board nay,

with the approval of the Attorney General, contract for |egal

servi ces.

(f) Expenses.--The board shall, through the Governor, subnit

to the General Assenbly annually a budget covering the

adm ni strati ve expenses of this part. The expenses as approved

by the General Assenbly in an appropriation bill shall be paid

in whole or in part fromnonvested forfeitures. Concurrently

with its adm nistrative budget, the board shall al so submt to

the General Assenbly annually a |list of proposed expenditures

whi ch the board i ntends to pay through the use of directed

conmmi ssions, together with a list of actual expenditures from

the past year actually paid by the board through the use of

directed conm ssions. Al directed conni ssi on expendi tures shal

be nade by the board for the exclusive benefit of the system and

its nenbers.

(g) Meetings.--The board shall hold at | east six requl ar

public neetings annually and any other public neetings as it nay

deem necessary. A nmajority of the board shall constitute a

quorum for the transacti on of business at a public neeting of
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1 the board.

2 (h) Records.--The follow ng shall apply:

3 (1) The board shall keep a record of all its proceedi ngs
4 whi ch shall be open to inspection by the public.

5 (2) Any record, material or data received, prepared,

6 used or retained by the board or its enpl oyees, investnent

7 professionals or agents relating to an investnent shall not

8 constitute a public record subject to public inspection under
9 the act of June 21, 1957 (P.L.390, No.?212), referred to as

10 the Right-to-Know Law, or the act of February 14, 2008 (P.L.
11 , No.3), known as the Right-to-Know Law, if, in the

12 reasonabl e judgnent of the board, the inspection would do one
13 of the follow ng:

14 (i) In the case of an alternative investnent or

15 alternative investnent vehicle, involve the rel ease of

16 sensitive investnent or financial information relating to
17 the alternative investnent or alternative investnent

18 vehicle which the fund was able to obtain only upon

19 agreeing to nmaintain its confidentiality.

20 (ii) Cause substantial conpetitive harmto the

21 person from whom sensitive investnent or financi al

22 information relating to the investnent was received.

23 (iii) Have a substantial detrinental inpact on the
24 value of an investnent to be acquired, held or disposed
25 of by the fund or would cause a breach of the standard of
26 care or fiduciary duty set forth under this chapter.

27 (3) The follow ng shall apply:

28 (i) The sensitive investnent or financia

29 informati on excluded from.inspection under paragraph

30 (2) (i), to the extent not otherw se excluded from
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1 i nspection, shall constitute a public record subject to
2 public inspection under the Right-to-Know Law once the

3 board is no longer required by its agreenent to naintain
4 confidentiality.

5 (ii) The sensitive investnent or financia

6 informati on excluded from.inspection under paragraph

7 (2)(ii), to the extent not otherw se excluded from

8 i nspection, shall constitute a public record subject to
9 public inspection under the Right-to-Know Law once the
10 |atter of one of the follow ng occurs:

11 (A) The inspection no |onger causes substantia
12 conpetitive harmto the person fromwhomthe

13 informati on was received.

14 (B) The entity in which the investnent was nade
15 i s _|liquidat ed.

16 (iii) The sensitive investnent or financia

17 informati on excluded from.inspection under paragraph

18 (2)(iii), to the extent not otherw se excluded from

19 i nspection, shall constitute a public record subject to
20 public inspection under the Right-to-Know Law once the
21 |atter of one of the follow ng occurs:
22 (A) The inspection no |onger has a substantia
23 detrinental inpact on the value of an investnent of
24 the fund and woul d not cause a breach of the standard
25 of care or fiduciary duty under this chapter.
26 (B) The entity in which the investnent was nade
27 i s _|liquidat ed.
28 (i) Functions.--The board shall perform any other functions
29 as are required for the execution of the provisions of this
30 chapter.

2008051568B2388 - 15 -



1
2
3
4
5
6
-
8
9

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

(i) Performance of departnental duties.--In the event the

head of departnent fails to conply with the procedures nmandat ed

under section 7115 (relating to duties of heads of departnents),

the board shall performthe duties and bill the departnent for

the cost of the sane.

(k) Requl ati ons and procedures.--The board shall, with the

advi ce of the Attorney General, adopt and pronul gate rul es and

requl ations for the uniformadni ni strati on of the system

(1) Annual financial statenent.--The board shall prepare and

have published, on or before July 1 of each year, a fi nanci al

statenent as of the cal endar year endi ng Decenber 31 of the

previ ous year showi ng the condition of the fund and the vari ous

accounts, including the board's accrual and expenditure of

di rected conm ssions, and setting forth any other facts,

reconmendati ons and data as may be of use in the advancenent of

know edge concerni ng annuiti es and ot her benefits provi ded under

this chapter. The board shall subnmt the financial statenent to

the Governor and the General Assenbly and shall file copies with

the head of each departnent for the use of the State enpl oyees

and the publi c.

(m | ndependent audit.--The board shall provide for an

annual audit of the system by an i ndependent certified public

accountant, which shall include the board's accrual and

expendi ture of directed conm SSi ons.

8 7106. Admi nistration and i nvest mnent opti ons.

(a) Administration.--The board shall adm nister the system

as a defined contribution retirenment systemunder the | RC under

whi ch benefits will be provided for active nenbers. The benefits

to be provided for or on behalf of active menbers in the system

shal|l be provided through active nenber-directed i nvestnents in
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accordance with IRC § 401(a). Active nenbers and enpl oyers shal

contribute to the systemin accordance with sections 7111

(relating to active nenber contributions) and 7112 (relating to

enpl oyer contri buti ons).

(b) Investnent options.--The system shall provide a variety

of investnent options. The investnent options shall include

lifestyle funds that are based upon age and proj ect ed

retirenent.

(c) Additional investnent options.--The system shall nake

avai |l abl e i nvestnent options that represent a broad cross

section of asset classes and risk profiles. To the extent

practical, a conposite fund may be offered to partici pants which

represents the entire portfolio return under nmanagenent within

the Public School Enpl oyees' Retirenent System or the State

Enpl oyees' Retirenent System

(d) Default investnent option.--The system shall provide a

default investnment option to an acti ve nenber who does not

affirmatively el ect a specific investnent option. The default

i nvest nent option shall be the lifestyle fund which nost cl osely

represents the current denpgraphic of the active nenber and the

projected retirenent of the active nmenber. The active nmenber

contribution in the default investnent option shall be 6% of the

active nenber's total pensi onabl e earni ngs.

(e) Investnent gui dance.--The system shall nmake avail abl e

i nvest nent gui dance i n accordance with pensi on i ndustry

st andar ds.

(f) Menbership.--Mnbership in the system shall consi st of

publ i c enpl oyees occupyi ng per nanent positions with an enpl oyer.

§ 7107. Plan structure.

(a) Duties.--In devel opi ng and naki ng avai |l abl e the system
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the board shall do all of the foll ow ng:

(1) |Inplenent conpetitive bidding practices for

processes that govern the daily operations of the system

(2) Provide consistency in the plan for all active

(3) Effectively | everage the existing adninistrative and

financial capabilities of the State Enpl oyees' Retirenent

System and the Public School Enpl oyees' Retirement System

provided that this requirenent shall not inplicitly preclude

the board fromcontracting with or utilizing the services of

existing entities providing retirenent or financial services.

(4) Provide participants with a broad range of | ow cost

i nvest nent al ternati ves.

(5) Allow for online adm nistration and daily

val uati ons.

(6) Allowfor rollovers into this plan from pl ans of

ot her public enpl oyers.

(7) Provide active nenbers with the necessary fi nanci al

pl anni ng resources to all ow active nmenbers to nmake adequate

portfolio all ocati on deci si ons.

(8) Allow an active nenber who is no |l onger a public

enpl oyee to maintain their account within the system

(9) Benchmark the system continually agai nst the best

denonstrated practices within the entire i ndustry.

(b)Y Prohibitions.--1n devel opi ng and naki ng avail abl e t he

system the board shall not do any of the foll ow ng:

(1) Provide any additi onal benefit beyond that provi ded

under this chapter that results in an i ncreased cost to any

t axpayer of this Conmbnweal t h.

(2) Inplenent or adm nister any | oan provi si ons unl ess

2008051568B2388 - 18 -



requi red by | aw.

(c) Costs.--Any adnministrative costs, overhead costs or

nonrecurring, start-up costs shall be paid by the board with an

annual appropriation to the board for adm ni strati ve costs. Any

8§ 7108. | nvest ments and expenses.

The board shall not be responsi ble for any i nvestnent | oss

incurred in the systemor for failure of any i nvestnent to earn

1
2
3
4
5 other costs may be charged agai nst partici pant accounts.
6
7
8
9

any specific or expected return or to earn as nuch as any other

10 investnent opportunity, whether or not the other investnent

11 opportunity was offered to active nmenbers in the system The

12 board shall bear the expenses arising fromall owi ng public

13 enployees to elect to participate in the system and acti ve

14 nmenbers to choose a fund nanager whi ch are deducted from

15 conpensati on anpunts contri buted under the system and

16 transferred to the fund nanager. Al ot her expenses arising from

17 the administration of the system shall be assessed agai nst the

18 accounts created on behalf of active nmenbers either by the fund

19 managers or by the board.

20 § 7109. Attachnent.

21 Not wi t hst andi ng any ot her provision of |aw, any benefit or

22 interest avail able under the system any right to receive or

23 direct paynments under the system or any distributi on of paynent

24 made under the system shall not, except as expressly specified

25 by the system be subject to assignnent, alienation,

26 garni shnent, attachnent, transfer, anticipation, sale, nortgage,

27 pl edge, hypot hecati on, conmmutati on, execution or |evy, whether

28 by voluntary or involuntary act of any interested person.

29 8§ 7110. | nvestnents.

30 | nvestnent of contri buti ons by any corporation, institution,
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i nsurance conpany or custodi al bank that the board has approved

shall not be unreasonably del ayed, and in no case shall the

i nvestnent of contri buti ons be del ayed nore than 30 days from

the date of payroll deduction to the date that funds are

i nvested. Any interest earned on the funds pendi ng i nvest nent

shall be allocated to the Commonweal th and credited to the

accounts of active nenbers who are then participating in the

system unl ess the interest is used to defray adnmi nistrative

costs and fees that would otherwi se be required to be borne by

active nenbers who are then participating in the system

8§ 7111. Active nenber contri butions.

Requl ar active nenber contributi ons shall be nade to the

system on behalf of each active nenber for current service in an

anount equal to a percentage of the active nenber's pensi onabl e

earni ngs. The enpl oyer shall cause active nenber contri buti ons

for current service to be made and deducted from each payroll.

Active nenbers may elect to contribute to the systemon their

behalf to the extent pernmitted by | aw.

8§ 7112. Enpl oyer contri buti ons.

(a) Contributions.--The Commonweal th or any ot her enpl oyer

shall make paynents to the trust fund on behalf of the active

menber. The anpbunt of the paynents shall nmatch the contri bution

made by an active nmenber dollar for dollar under section 7111

(relating to active nenber contributions) but shall not exceed

6% of the active nenber's pensi onabl e earni ngs.

(b)) Disability.--1n the event an active nenber becones

totally and pernmanently di sabl ed, the enpl oyer shall continue to

make enpl oyer contri butions in the sane anpbunt as the enpl oyer's

previ ous contri buti on on behalf of the active nenber as provi ded

under subsection (a) until the active nenber has attai ned 65
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vears of age. A contribution under this subsection shall be nmade

regardl ess of the | evel of the active nenber's contri buti ons or

t he absence thereof.

8 7113. \Vesting.

(a) Forfeiture.--The follow ng shall apply:

(1) Except as provided under paragraph (2), an active

menber shall be vested after conpleting three years of

service during which the person is an active nenber in the

systemwith respect to enpl oyer contri butions paid on behal f

of the active nmenber to the system plus i nterest and earni ngs

on the enpl oyer contributions but m nus i nvestnent fees and

adm ni strati ve charges.

(2) An active nenber that is considered part tine shal

only be vested if the nenber is conpensated for at |east

1,000 hours per year.

(b)Y Forfeiture.--The follow ng shall apply:

(1) |If an active nmenber or a beneficiary entitled to a

paynent cannot be | ocated, the rel ated accounts shall be

forfeited as of the date the active nenber or the beneficiary

cannot be | ocated. The active nenber's vested account bal ance

that is so forfeited shall be restored to the active nenber's

account if the active nenber or beneficiary entitled to the

paynent | ater submts a witten el ecti on of nethod of

(2) Any unvested portion of an active nenber's accounts

shall be forfeited and may be appli ed as provi ded under

section 7105(f) (relating to duties of board) upon the death

or other term nation of public service of the active nenber.

8§ 7114. Duti es of board to advise and report to heads of

departnents and nenbers.
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(a) W©Manual of regul ations.--The board shall, with the advice

of the Attorney General, prepare and provide, within 90 days of

the effective date of this section, a nmanual incorporating rules

and reqgul ati ons consi stent with the provisions of this chapter

to the heads of departnents who shall provide the information to

newy hired public enpl oyees who are active nenbers and shal

make the i nformati on contained in the nmanual available to the

general nenbership. The board shall thereafter advi se the heads

of departnents within 90 days of any changes in the rul es and

requl ati ons due to changes in the | aw or due to changes in

adm ni strative policies.

(b) Menber status statenents and certifications.--The board

shall furnish annually to the head of each departnent, on or

before April 1, a statenent for each nenber enpl oyed in such

departnent showi ng the total accunul ated deducti ons standing to

his credit as of Decenber 31 of the previ ous year and requesting

the nmenber to nake any necessary corrections or revisions

regardi ng his desi gnated beneficiary. I n addition, for each

menber enpl oyed in any departnent and for whom t he depart nent

has furni shed the necessary i nformati on, the board shall certify

t he nunber of years and fractional part of a year of credited

servi ce.

8§ 7115. Duti es of heads of departnents.

(a) Status of nenbers.--The head of departnent shall, at the

end of each pay period, notify the board in a manner prescri bed

by the board of sal ary changes effective during that period for

any nenbers of the departnent, the date of all renovals fromthe

payroll and the type of | eave of any nmenbers of the departnent

who have been renpved fromthe payroll for any tine during that

period. The foll owi ng shall apply:
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(1) |If the renpval is due to | eave wi t hout pay, the head

of departnent shall furnish the board with the date of

begi nning of | eave and of return to service and the reason

(2) If the renpval is due to a transfer to another

departnent, the head of department shall furnish the

departnent and the board with a conplete public service

record, including past public service.

(3) If the renpval is due to term nation of public

service, the head of department shall furnish the board with

a conplete public service record. The foll owi ng shall apply:

(i) In the case of death of the nenber the head of

departnent shall notify the board.

(ii) In the case of a service-connected disability

the head of departnent shall, to the best of his or her

ability, investigate the circunstances surroundi ng the

di sabl enent of the nenber and submit in witing to the

board i nformati on which shall include the date, place and

tinme of disablenent to the extent ascertai nable, the

nature of duties being perforned at the ti ne and whet her

or not the duties being perforned were authori zed and

i ncl uded anong the nenber's requl ar duties. The head of

departnent shall furnish in witing to the board any

other information as nay be related to the nenber's

di sabl enent .

(b) Records and infornmation.--At any tine at the request of

the board and at term nati on of service of a nenber, the head of

departnent shall furnish service and conpensati on records and

any other informati on as the board nmay require and shal

mai ntain and preserve the records as the board may direct for
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the expeditious discharge of its duties.

(c) Enployer contributions.--The head of departnent shal

cause the required enpl oyer contri buti ons to be made and

deduct ed under section 7110 (relating to i nvestnments). The head

of departnent shall certify to the State Treasurer the anpunts

deducted and shall send the total anpunt picked up and deduct ed,

together with a duplicate of the voucher to the secretary of the

board every pay period. On or before January 31, 2009, and on or

before each January 31 thereafter, the head of departnent shall,

at the tine when the i ncone and wi thhol ding i nformati on required

by law is furni shed to each nenber, also furni sh the anount of

enpl oyer contri buti ons nade on his behal f.

(d) WMandatory nenbershi p.--Each public enpl oyee who enters

into public service for the first tine after Novenber 30, 2008,

shall be subject to mandatory nenbership in the system Upon the

assunpti on of public service of each new public enpl oyee whose

menbership in the systemis nmandatory, the head of departnent

shal|l cause an application for nenbership and a nom nati on of

beneficiary to be made by such public enpl oyee and filed with

the board and shall nmake enpl oyer contributions fromthe

effective date of public service.

(e) Annual statenent to active nenbers.--Annually, upon

recei pt fromthe board, the head of departnent shall furnish to

each active nmenber the statenent specified under section 7114(b)

(relating to duties of board to advise and report to heads of

departnents and nenbers).

(f) Termnmination of service.--The head of departnent shall,

in the case of any active nenber term nati ng public service who

is ineligible for an annuity before attai nnent of superannuati on

age, advise the nenber in witing of any benefits to which the
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menber nay be entitled under this chapter and shall have the

menber prepare, on or before the date of term nati on of public

service, an application for the return of total accunul ated

deducti ons.

(g) Date of application for benefits.--Any applicati on

properly executed and fil ed under subsection (f) with the

departnent and not filed with the board within 30 days shall be

deened to have been filed with the board on the date filed with

the departnment, and in such case all required data shall be

furni shed to the board i nmedi at el v.

§ 7116. Admi nistration.

For purposes of adm nistering the system an i ndi vi dual

account shall be maintained in the nane of each public enpl oyee.

8 7117. Applicability.

(1) Except as provided in paragraph (2), this chapter

shall apply to public enpl oyees entering i nto public service

after Novenber 30, 2008, or upon the expiration of any

col |l ecti ve bargai ni ng agreenent an enpl oyer has entered

providing retirenent benefits to a public enpl oyee, whi chever

is later, and shall not be construed to affect any person who

is a public school enployee, State enpl oyee or nuni ci pal

enpl oyee on or before Novenber 30, 2008.

(2) This chapter shall apply to any person who i s a

public school enpl oyee, State enpl oyee or nunici pal enpl oyee

bef ore Novenber 30, 2008, and who is not a public enpl oyee on

Novenmber 30, 2008, but reenters public service after Novenber

Section 2. The follow ng shall apply:
(1) The provisions of the act of February 1, 1974
(P.L.34, No.15), known as the Pennsyl vani a Mini ci pal
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Retirement Law, shall not apply to nunicipal enployees
enpl oyed after Novenber 30, 2008.
(2) The provisions of 24 Pa.C.S. Pt. IV shall not apply
to public school enployees enployed after Novenber 30, 2008.
(3) The provisions of 71 Pa.C. S. Pt. XXV shall not apply
to State enpl oyees enpl oyed after Novenber 30, 2008.
(4) The provisions of any statute that provides for
| ocal retirenment benefits shall not apply to a public
enpl oyee enpl oyed after Novenber 30, 2008.

Section 3. This act shall take effect in 60 days.
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