PRINTER S NO. 2272

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1846 *57%”

I NTRODUCED BY SPENCER, L. E. SM TH AND GAMBLE, OCTOBER 15, 1979

REFERRED TO COW TTEE ON STATE GOVERNMENT, OCTOBER 15, 1979
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AN ACT
Amending Titles 24 (Education) and 71 (State Governnent) of the

Pennsyl vani a Consol i dated Statutes, providing for an increase

in the contribution rates, cost-of-living supplenents for

annui tants of the Public School Enpl oyees' Retirenent System
and the State Enployees' Retirenment System and changi ng

di sability provisions in both systens.

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

Section 1. Section 8102 of Title 24, act of November 25,
1970 (P.L.707, No.230), known as the Pennsylvani a Consol i dated
Statutes, is anended by anending or 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
meani ngs given to themin this section:

* * %

"Basic contribution rate.” The rate of [5 1/4% 5 3/4%

except [for an active] that in the case of a nenber of Cass T-A

or T-B, the appropriate rate based on sex and age at entry into
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the systemshall be increased by 1/2%

"Disability." Any nedically detern nabl e physical or nental

i mpai rnment that is expected to result in death or has | asted or

is expected to last for a conti nuous period of not | ess than 12

nont hs and that renders a nenber unable to engage in any

substantial gai nful activity.

"Effective date of retirenent.” The first day follow ng the
date of term nation of service of a nenber if he has properly
filed an application for an annuity within 90 days of such date
or:

(1) In the case of a nenber who applies for an annuity
subsequent to 90 days after term nation of service, the date
of filing such application or the date specified on the
application, whichever is later.

(2) In the case of a vestee who files an application for
an annuity within 90 days of his superannuation age, the
attai nment of such age.

(3) In the case of a finding of disability, [the date
certified by the board as the effective date of disability]

the first day of the sixth nonth following the date of filing

of the application for disability annuity or the | ast day for

whi ch the nenber reports for work, whichever is | ater

* * %

"Service connected disability." A disability resulting from

an injury arising in the course of school enpl oyment and which

is conpensabl e under the applicabl e provisions of the act of

June 2, 1915 (P.L. 736, No.338), known as "The Pennsyl vani a

Wor knen' s Conpensation Act," or the act of June 21, 1939

(P.L.566, No.284), known as "The Pennsyl vani a Cccupati onal

D sease Act."
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* * %

"Substantial gainful activity." Perfornmance of physical or

mental duties for renuneration or profit from which earni ngs

deri ved average nore than the anmount prescri bed pursuant to the

Federal Social Security Act, 42 U S.C. 8 301 et seq.

* * %

Section 2. Sections 8304(a), 8306, 8307(c), 8344(a), (b) and
(e), 8345(a), 8348(a), (b) and (c), 8505(c), 8507(k) and 8508(b)
of Title 24, are anended or added to read:

§ 8304. Creditable nonschool service.

(a) Eligibility.--An active nenber or a nmultiple service
menber who is an active nmenber of the State Enpl oyees'

Retirement System shall be eligible to receive Cass T-C service
credit for creditable nonschool service as set forth in
subsection (b) provided that he is not entitled to receive,
eligible to receive nowor in the future, or is receiving

retirenment benefits or has forfeited a right to recei ve, now or

in the future, retirenent benefits for such service under a

retirement system adm nistered and wholly or partially paid for
by any ot her governnental agency or by any private enpl oyer, or
a retirenment program approved by the enployer in accordance with
section 8301(a)(1l) (relating to nmandatory and opti onal
menber shi p), and further provided that such service is certified
by the previous enployer and the manner of paynment of the anount
due i s agreed upon by the nenber, the enployer, and the board.
§ 8306. Eligibility points.

An active menber of the systemshall accrue one eligibility
poi nt for each year of credited service as a nenber of the

[school or State retirement systen] Public School Enpl oyees'
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Retirement Systemor in the case of a nmulti ple service nmenber

each year of credited service as a nenber of the Public School

Enpl oyees' Retirenent System or the State Enpl oyees' Retirenent

System A nenber shall accrue an additional two-thirds of an
eligibility point for each year of Cass D3 credited service
under the State Enpl oyees' Retirenent System In the case of a
fractional part of a year of credited service, a nenber shal
accrue the corresponding fractional portion of an eligibility
poi nt .
§ 8307. FEligibility for annuities.

* x *

(c) Disability annuity.--An active or inactive nmenber who

has credit for at |east five years of continuous school service

fromhis nost recent enploynent effective date shall, upon

filing of a proper application, be entitled to a disability
annuity if, prior to attainnent of superannuation age, he

[ becones nentally or physically incapable of continuing to
performthe duties for which he is enployed] sustains a

disability to the extent that he is unable to engage i n any

substantial gainful activity and qualifies for an annuity in

accordance with the provisions of section 8505(c)(1) (relating
to duties of board regarding applications and el ecti ons of

menbers). There shall be no mninmum service requirenent in the

case of a service connected disability.

§ 8344. Disability annuities.

(a) Amount of annuity.--A nenber who has nade application
for a disability annuity as provided in section 8507(k)
(relating to rights and duties of school enployees and nenbers)
and has been found to be eligible in accordance with the

provi sions of sections 8307(c) (relating to eligibility for
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annui ties) and 8505(c)(1) (relating to duties of board regarding
applications and el ections of nenbers) shall receive a
disability annuity payable fromthe effective date of
[disability] retirenment and continued until a subsequent
determi nation by the board that the annuitant is no | onger
entitled to a disability annuity. The disability annuity shal
be equal to a standard single life annuity if the total nunber
of years of credited service is greater than 16.667, otherw se
the standard single life annuity shall be nmultiplied by the
| esser of the follow ng ratios:

Y*/Y or 16.667/Y
where Y = nunber of years of credited service and Y* = total

years of credited service if the nenber were to continue as a

school enployee until attaining superannuation age. In the case

of a nenber who joins or rejoins the systemon or after July 1,

1975 the disability annuity shall be equal to a standard single

life annuity. In no event shall the disability annuity plus any

cost-of-living increases prior to any optional nodification be

| ess than $100 for each full year of credited service. The
menber shall be entitled to the election of a joint and survivor
annuity on that portion of the disability annuity to which he is
entitled under section 8342 (relating to maxinumsingle life
annuity).

(b) Reduction on account of earned incone.--[Paynents] In

the case of a nenber who was a disability annuitant prior to the

effective date of this anendatory act paynents on account

disability shall be reduced by that anmount by which the earned
i ncome of the annuitant, as reported in accordance with section
8508(b) (relating to rights and duties of annuitants) for the

precedi ng year together with the disability annuity paynments for
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the year, exceeds the greater of $5,000 or the |ast year's
salary of the annuitant as a school enployee, provided that the
annui tant shall not receive less than his nenber's annuity or

t he amount to which he nmay be entitled under section 8342,

whi chever is greater

* * %

(e) Service connected disability.--1f a nenber has been

found to be eligible for a disability annuity and if the

disability has been found to be a service connected disability,

such nenber shall receive a supplenent equal to 70% of his final

average salary less the sumof the annuity as determ ned under

subsection (a) and any paynents paid or payabl e on account of

such disability under the act of June 2, 1915 (P.L. 736, No.338),

known as "The Pennsyl vani a Worknen' s Conpensati on Act," the act

of June 21, 1939 (P.L.566, No.284), known as "The Pennsyl vani a

Cccupati onal Di sease Act," and the Federal Social Security Act,

42 U.S.C. 8 301 et seq. Such suppl enent shall continue as | ong

as he is determ ned to be di sabl ed on account of his service

connected disability in accordance with "The Pennsyl vani a

Wor knmen' s Conpensation Act" or "The Pennsyl vani a Cccupati onal

D sease Act."

§ 8345. Menber's options.

(a) GCeneral rule.--Any vestee with ten or nore eligibility
poi nts or any other eligible nenber upon term nation of school
servi ce who has not w thdrawn his accunul ated deducti ons as
provided in section 8341 (relating to return of accunul at ed
deductions) may apply for and elect to receive either a maxi num
single life annuity, as calculated in accordance with the
provi sions of section 8342 (relating to maximumsingle life

annuity), or a reduced annuity certified by the actuary to be

19790H1846B2272 - 6 -



1 actuarially equivalent to the maxinumsingle life annuity and in
2 accordance with one of the follow ng options, except that no

3 nenber shall elect an annuity payable to one or nore survivor

4 annuitants other than his spouse of such a magnitude that the

5 present value of the annuity payable to himfor |ife plus any

6 |unp sum paynent he may have elected to receive is |less than 50%
7 of the present value of his maximumsingle life annuity.

8 (1) Option 1.--Alife annuity to the nenber with a

9 guaranteed total paynment equal to the present value of the

10 maxi mum single life annuity on the effective date of

11 retirement wwth the provision that, if, at his death, he has
12 received | ess than such present val ue, the unpaid bal ance

13 shall be payable to his beneficiary.

14 (2) Option 2.--Ajoint and survivor annuity payabl e

15 during the lifetime of the menber with the full anpount of

16 such annuity payable thereafter to his survivor annuitant, if
17 living at his death.

18 (3) Option 3.--Ajoint and fifty percent (50% survivor
19 annuity payable during the lifetime of the nenber with one-
20 hal f of such annuity payable thereafter to his survivor
21 annuitant, if living at his death.
22 (4) Option 4.--Sone other benefit which shall be
23 certified by the actuary to be actuarially equivalent to the
24 maxi mum single life annuity, subject to the follow ng
25 restrictions:
26 (1) Any annuity shall be payable w thout reduction
27 during the lifetime of the nenber except as the result of
28 the nmenber's election to receive an annuity reduced upon
29 attai nment of age 65, in anticipation of the receipt of a
30 soci al security benefit.
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(ii) The sumof all annuities payable to the
desi gnat ed survivor annuitants shall not be greater than
one and one-half times the annuity payable to the nenber.
(ti1) A portion of the benefit may be payable as a

unmp sum except that such |unp sum paynent shall be

limted to one such paynent payable only at the tine of
retirenment and it shall not exceed an ambunt equal to the
accumnul at ed deductions standing to the credit of the
menber. The bal ance of the present val ue of the maxi mum
single life annuity adjusted in accordance with section
8342(b) shall be paid in the formof an annuity with a
guaranteed total paynment, a single life annuity, or a
joint and survivor annuity or any conbination thereof but
subject to the restrictions of subparagraphs (i) and (ii)
of this paragraph.

* %k
§ 8348. Supplenental annuities.

(a) GCeneral rule.--Every annuitant who is in receipt of a
superannuation, withdrawal or disability annuity, shall continue
to receive such annuity and beginning July 1, [1974, any
annuitant who retired on or prior to July 1, 1973, shall receive
a cost-of-living suppl enent determ ned as a percentage applied
to the entire retirenment annuity as of June 30, 1974. Begi nni ng
July 1, 1974, any annuitant whose effective date of retirenent
is after July 1, 1973 and prior to March 1, 1974 shall receive a
suppl enent determ ned as an adj ustnent of 5% applied to the
entire retirement annuity on the effective date of retirenent]

1980 and annually thereafter, a cost-of-living suppl enent shal

be payable to each annui tant whose superannuati on, w thdrawal or

disability annuity has been in effect for at | east 24
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consecutive nonths. [All supplenments provided in this

subsection] Such cost-of-living supplenent shall be payable

under the sanme terns and conditions as provided under the option

plan in effect as of June 30, [1974] of the year of adjustnent

and shall be deternined as a constant proportion of percentage

i ncreases in the consuner price index (United States average al

itens) prepared and published by the United States Departnent of

Labor, Bureau of Labor Statistics. For increases payable July 1,

1980 each percentage factor shall be equal to one-half (rounded

to the nearest 1/2% of the percentage change in said i ndex from

June 1973 or June of the fiscal year of retirenment, whi chever is

later, to June 1979 and applied to the annuity recei ved as of

June 30, 1980. In 1981 and each year thereafter between January

1 and February 1, the retirenent board shall determ ne the

per cent age change in the consuner price i ndex (United States

average all itens) fromthe |ater of June 1979 or June of the

vear preceding the nost recent cost-of-living adjustnent to June

of the year preceding the determ nation. On the basis of the

deternination and effective July 1 thereafter, each annuity paid

as of this date to a nenber whose annuity has been in effect for

at | east 24 consecutive nonths prior to this date shall be

adj usted by one-half (rounded to the nearest 1/2% of the

percent age change in the consuner price i ndex so determ ned.

Such automati c percentage i ncrease paid in any one year shal

not exceed 2%

[(b) Cost-of-living adjustnent factors.--The percentage
which is to be applied in the determ nation of the cost-of-
living supplenments shall be determ ned on the basis of the
effective date of retirenment as foll ows:

Ef fective date of retirenent Per cent age factor

19790H1846B2272 - 9 -
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After July 1, 1971 through July 1, 1973 5%
After July 1, 1970 through July 1, 1971 10%
After July 1, 1969 through July 1, 1970 15%
After July 1, 1968 through July 1, 1969 20%
After July 1, 1967 through July 1, 1968 25%
On or prior to July 1, 1967 30%

(c) Wthdrawal annuitants.--The cost-of-1living supplenent as
determ ned in subsection [(b)] (&) shall not be payable to an
annuitant receiving a withdrawal annuity prior to the first day
of July coincident with or follow ng his attainnent of
superannuati on age.

* x *

§ 8505. Duties of board regarding applications and
el ections of nmenbers.

* x *

(c) Disability annuities.--1n every case where the board has
received an application for a disability annuity based upon
physi cal or nmental incapacity [for the performance of the job

for which the nmenber is enployed,] to engage in any substanti al

gai nful activity, the board shall:

(1) Through the chief nedical exam ner, have the
appl i cant exam ned and, on the basis of said exam nation and
t he subsequent reconmendation by the chief nedical exani ner
regardi ng the applicant's nmedical qualification for a
disability annuity along with such ot her reconmmendati ons
whi ch he may nake with respect to the [permnency of
disability or the] need for subsequent reexam nations, nmake a
finding of disability or nondisability and, in the case of
disability, establish [an effective date of disability and]

the terns and conditions regardi ng subsequent reexam nati ons.

19790H1846B2272 - 10 -
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(2) Upon the reconmendation of the chief nedical
exam ner on the basis of subsequent nedical exam nations,
make a finding of disability or nondisability and, in the
case of a finding of nondisability, establish the date of
term nation of disability and at that time discontinue any
annuity paynments in excess of any annuity to which he may be
otherwi se entitled under section 8342 (relating to nmaxi mum
single life annuity).

(3) Upon receipt of a witten statenent froma
di sability annuitant of his earned incone of the previous
year, adjust the paynents of the disability annuity for the
foll ow ng year in accordance with the provisions for a
reduction of disability paynents of section 8344 (relating to

disability annuities); or in the case of a disability annuity

whi ch becane effective after the effective date of this

anendatory act, discontinue all disability annuity paynents

in excess of the annuity to which he nmay be entitl ed under

section 8342 if the disability annui tant has been engaged in

substantial gainful activity in the previous year.

* * %

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

* * %

(k) Disability annuities.--1f service of a nenber who is
under superannuation age is term nated due to his physical or

mental incapacity [for the performance of duty] to engage in _any

substantial gainful activity, an application for a disability

annuity may be executed by himor by a person legally authorized
to act on his behalf.

§ 8508. Rights and duties of annuitants.

* * %
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(b) Periodic earnings statenents by disability annuitants.--
It shall be the duty of an annuitant receiving a disability
annuity while still under superannuation age to furnish a
witten statenent within 30 days of the close of each year of
all earned inconme during that year and information show ng
whet her or not he is able to engage in [a gainful occupation]

any substantial gainful activity and such other information as

may be required by the board. On failure, neglect, or refusal to
furnish such information for the period of the precedi ng year,
the board nmay refuse to make further paynments due to disability
to such annuitant until he has furnished such information to the
satisfaction of the board. Should such refusal continue for six
nmonths, all of his rights to the disability annuity paynents in
excess of any annuity to which he is otherwise entitled shall be
forfeited fromthe date of his last statenent to the board. Any
noneys received in excess of those to which he was entitled
shall be deducted fromthe present value of the annuity to which
he is otherw se entitled.

* x *

Section 3. Section 5102 of Title 71, act of Novenber 25,
1970 (P.L.707, No.230), is anended by anendi ng or addi ng
definitions to read:

§ 5102. Definitions.

The foll ow ng words and phrases as used in this part, unless
a different neaning is plainly required by the context, shal
have the foll owi ng nmeani ngs:

* x *

"Basic contribution rate.” [Five percent (5%, except that
in no case shall any nmenber be required to contribute, excluding

contributions for social security integration credit, at a rate

19790H1846B2272 - 12 -
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greater than his contribution rate on the effective date of this
part so long as he does not elect additional coverage or

menbership in another class of service.] Five and one-half

percent (5 1/2% except that in the case of a nenber whose rate

is based on sex and age at entry into the system such rate

shall be increased by 1/ 2%

* * %

"Date of term nation of service." The |last day of service
for which an active nenber nmakes contributions, or in the case
of an inactive nmenber on | eave without pay the date of his
resignation or the date his enploynent is formally discontinued

by his enployer. For the purposes of this part, there shall be

no term nation of service for the recei pt of any benefits

provided herein, if a nenber transfers between departnments or

returns to enploynment in the sane departnent within 14 days

after the | ast day of conpensati on.

"Disability." Any nedically detern nabl e physical or nental

i mpai rnment that is expected to result in death or has | asted or

is expected to last for a conti nuous period of not | ess than 12

nont hs and that renders a nenber unable to engage in any

substantial gai nful activity.

"Effective date of retirenent.” The first day follow ng the
date of term nation of service of a nenber if he has properly
filed an application for an annuity within 90 days of such date;
in the case of a vestee or a nenber who does not apply for an
annuity within 90 days after term nation of service, the date of
filing an application for an annuity or the date specified on
the application, whichever is later. In the case of a finding of
disability, [the date certified by the board as the effective

date of disability] the first day of the sixth nonth follow ng

19790H1846B2272 - 13 -
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the date of filing of the application for disability annuity or

the | ast day for which the menber reports for work, whichever is

"Final average salary."”™ The highest average conpensation
recei ved as a nenber during any three nonoverl appi ng peri ods of
four consecutive cal endar quarters during which the nenber was a
State enpl oyee, with the conpensation for part-tine service
bei ng annualized on the basis of the fractional portion of the
year for which credit is received; except if the enployee was
not a menber for three nonoverl apping periods of four
consecutive cal endar quarters, the total conpensation received
as a nenber, annualized in the case of part-tinme service,

di vi ded by the nunber of nonoverl appi ng periods of four
consecutive cal endar quarters of menbership; [and in] however,

there will be no annuali zati on of conpensati on for peri ods of

part-tine salaried service rendered prior to March 1, 1974. In

the case of a menber with nmultiple service, the final average
salary shall be determi ned on the basis of the conpensation
received by himas a State enpl oyee or as a school enployee, or
bot h.

* * %

"Part-tinme service." Service of less than 1,650 hours in a

12-nonth period performed as a State enpl oyee.

* * %

"Public School Enployees' Retirenent System"™ The retirenent
system established by the act of July 18, 1917 (P.L. 1043, No.
343), and codified by the act of June 1, 1959 (P.L.350, No.77)

and Part IV of Title 24 (relating to retirenent for public

school enpl oyees).
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* * %

"Substantial gainful activity." Perfornmance of physical or

mental duties for renuneration or profit from which earni ngs

deri ved average nore than the anmount prescri bed pursuant to the

Federal Social Security Act, 42 U.S.C. 301 et seq.

"Superannuation age." Any age upon accrual of 35 eligibility

poi nts or age 60, except [for] as applied to service as a nenber

of the General Assenbly, an enforcenent officer, a correction
of ficer, a psychiatric security aide or an officer of the
Pennsyl vani a State Police, age 50.

* * %

"Tenporary service." Service perforned as a State enpl oyee

who i s hired:

(1) for less than ni ne consecutive nonths; or

(2) on an active pay status fromnine to 12 consecutive

nont hs i ncl usive but not on an annually recurring basis.

* * %

Section 4. Sections 5301(a)(14) and (b), 5302, 5304(b),
5307, 5308, 5502, 5704(a), and (c), 5705(a), 5708(a) and (b),
5905(c), 5906(e), 5907(k) and 5908(b) of Title 71 are amended to
read:
§ 5301. Mandatory and optional nenbership.

(a) Mandatory nenbership.--Mnbership in the systemshall be
mandatory as of the effective date of enploynent for all State
enpl oyees except the follow ng:

* * %

(14) Persons who are not nenbers of the system and are

enpl oyed [on a per diemor hourly basis] for part-tine

period or render tenporary service as defined in section 5102

19790H1846B2272 - 15 -



(relating to definitions).

(b) Optional nenbership.--The State enployees listed in
subsection (a)(1) through (11) shall have the right to el ect

menber shi p or _nonnenbership in the system once such election is

exerci sed, nmenbership or nonnmenbership shall continue until the

term nation of [State service] enploynent in any of the

categories listed in subsection (a)(1) through (11). The

el ecti on of nenbership or nonnenbership nust be made within 30

days of the effective date of enteri ng enpl oynent.

* * %

§ 5302. Credited State service.

(a) Conputation of credited service.--[In] For State service

rendered prior to January 1, 1976, in conputing credited State

service of a nenber for the determi nation of benefits, a full-
time salaried State enpl oyee including any nenber of the CGeneral
Assenbly, shall receive credit for service in each cal endar
period for which he nakes contributions as required but in no
case shall he receive nore than one year's credit for any 12
consecutive nonths or 26 consecutive biweekly pay periods. A per
diemor hourly State enpl oyee shall receive one year of credited

service for each nonoverl appi ng period of 12 consecutive nonths

or 26 consecutive biweekly pay periods in each cal endar year in

whi ch he is enployed and for which he contributes for at | east
220 days or 1,650 hours of enploynent. |If the nmenber was
enpl oyed and contributed for | ess than 220 days or 1,650 hours

in a cal endar year, he shall be credited with a fracti onal

portion of a year determ ned by the ratio of the nunber of days
or hours of service actually rendered to 220 days or 1, 650
hours, as the case may be. [A part-tinme sal aried enpl oyee shal

be credited with the fractional portion of the year which
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corresponds to the nunber of hours or days of service actually
rendered in relation to 1,650 hours or 220 days, as the case may
be. In no case shall a nmenber who has el ected nultiple service
recei ve an aggregate in the two systens of nore than one year of
credited service for any 12 consecutive nonths.]

(a.1) For State service rendered on and after January 1,

1976.--1n conputing credited State service of a nenber for the

deterni nati on of benefits, a State enpl oyee shall receive one

vear of credited service for each cal endar year in which he is

enpl oyed and for which he contributes for at | east 1,650 hours

of enploynent. |If the nenber was enpl oyed and contri buted for

|l ess than 1,650 hours in a cal endar year, he shall be credited

with a fractional portion of a year determ ned by the rati o of

t he nunber of hours of service for which he made contri buti ons

to 1,650 hours. A nenber who is not conpensated on the basis of

hours wor ked but who receives statutory, contractual or a

simlar type conpensation, shall receive credit for each

cal endar period for which he makes the required contri buti ons.

(a.2) For part-tinme salaried enploynent.--For State service

rendered prior to March 1, 1974, a nenber shall receive credited

service in each cal endar period for which he makes contri buti ons

as required in the sane manner as a full-tine sal ari es enpl oyee.

For State service rendered on and after March 1, 1974, a part-

time sal ari ed enpl oyee shall be credited with the fracti onal

porti on of the year which corresponds to the nunber of hours of

service actually rendered and for which contri buti ons were nade,

in relation to 1,650 hours.

(a.3) Linmts on certain credits.--In no case shall a nenber

who has elected nultiple service receive an aqggregate in the two

systens of nore than one year of credited service for any 12
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consecuti ve nont hs.

* * %

8§ 5304. Creditable nonstate service.

* %

(b) Limtations on eligibility.--An active nenber or a
mul ti pl e service nmenber who is a school enployee and an active
menber of the Public School Enployees' Retirenent System shal
be eligible to receive credit for nonstate service provided that
he does not have credit for such service in the school system
and is not entitled to receive, eligible to receive now or in

the future, or is receiving retirenent benefits or has forfeited

aright to receive nowor in the future, retirenment benefits for

such service under a retirenment system adm ni stered and whol |y
or partially paid for by any other governnmental agency or by any
private enployer, or a retirenent program approved by the
enpl oyer in accordance with section 5301(a)(12) (relating to
mandat ory and optional nenbership), and further provided, that
such service is certified by the previous enpl oyer and
contributions are agreed upon and nade in accordance wth
section 5505 (relating to contributions for the purchase of
credit for creditable nonstate service).

* x *
§ 5307. FEligibility points.

An active menber of the systemshall accrue one eligibility
poi nt for each year of credited service as a nenber of the State

Enpl oyees' Retirenent Systemor in the case of a nultiple

servi ce nmenber each year of credited service as a nenber of the

State Enpl oyees' Retirenent System or the Public Schoo

Enpl oyees' Retirenment System A nenber shall accrue an

additional two-thirds of an eligibility point for each year of
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Class D-3 credited service. In the case of a fractional part of
a year of credited service, a nmenber shall accrue the
corresponding fractional portion of eligibility points to which
the class of service entitles him

§ 5308. Eligibility for annuities.

(a) Superannuation annuity.--Attainment of superannuation
age by an active nmenber or an inactive nenber on | eave w t hout
pay with three or nore years of credited State [or school]
service shall entitle himto receive a superannuati on annuity
upon term nation of State service and conpliance with section
5907(f) (relating to rights and duties of State enpl oyees and
menber s) .

(b) Wthdrawal annuity.--Any vestee or any active nenber or
i nacti ve nenber on | eave wi thout pay who ternminates State
service having ten or nore eligibility points, upon conpliance
with section 5907(f), (g) or (h) shall be entitled to receive an
annuity.

(c) Disability annuity.--An active nenber or inactive nenber
on | eave wi thout pay who has credit for at |east five years of

conti nuous State service fromhis nost recent enpl oynent

effective date or any active nmenber or inactive nmenber on | eave

wi t hout pay who is an officer of the Pennsylvania State Police
or an enforcenent officer shall, upon conpliance with section
5907(k), be entitled to a disability annuity if prior to

attai nment of superannuation age he [becones nentally or

physi cal ly incapable of continuing to performthe duties for

whi ch he is enployed] sustains a disability to the extent that

he is unable to engage i n any substantial gainful activity and

qualifies in accordance with the provisions of section

5905(c) (1) (relating to duties of the board regarding
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applications and el ections of nenbers). There shall be no

m ni num service requi renent in the case of a service connected

disability.

§ 5502. Social security integration nenber contributions.

A nmenber of any class who prior to March 1, 1974 has el ected
social security integration coverage shall contribute [5%

51/ 2% of that portion of his conpensation in excess of the
maxi mum wages taxabl e under the provisions of the Federal Soci al
Security Act, 42 U S.C.A 8 301 et seq., in addition to the
regul ar nmenber contributions [which, after such el ection, shal
be determ ned on the basis of the basic contribution rate of
5% : Provided, That a nmenber nay elect to discontinue
contributions on account of social security integration coverage
and shall thereafter be ineligible to accrue any further soci al
security integration credits or any additional benefits on
account of social security integration nmenbership.

§ 5704. Disability annuiti es.

(a) Amount of annuity.--A nenber who has nade application
for a disability annuity and has been found to be eligible in
accordance with the provisions of section 5905(c)(1) (relating
to duties of the board regarding applications and el ections of
menbers) shall receive a disability annuity payable fromthe
effective date of [disability as determ ned by the board]
retirenment and continued until a subsequent determ nation by the
board that the annuitant is no longer entitled to a disability
annuity. The disability annuity shall be equal to a standard
single life annuity nmultiplied by the class of service
mul tiplier applicable to the class of service at the tine of

disability if the product of such class of service multiplier

and the total nunber of years of credited service is greater
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than 16. 667, otherw se the standard single |ife annuity shall be

mul tiplied by the | esser of the follow ng ratios:

MY*/Y or 16.667/Y

where Y = nunber of years of credited service, Y* = total years
of credited service if the nenber were to continue as a State
enpl oyee until attaining superannuati on age as applicable at the
time of disability, and M= the class of service nultiplier as

applicable at the time of disability. In the case of a nenber

who joins or rejoins the systemon or after July 1, 1975, the

disability annuity shall be equal to a standard single life

annuity. A nenber of Class C shall receive, in addition, any
annuity to which he may be eligible under section 5702(a)(3)
(relating to maxi mumsingle life annuity). The nmenber shall be
entitled to the election of a joint and survivor annuity on that
portion of the disability annuity to which he is entitled under
section 5702.

* x *

(c) Reduction on account of earned incone.--[Subsequent] In

the case of a nenber who was a disability annuitant subsequent

to January 1, 1972, and prior to the effective date of this

anendatory act, paynents on account of disability shall be

reduced by that anmount by which the earned incone of the
annuitant, as reported in accordance with section 5908(b)
(relating to rights and duties of annuitants), for the preceding
cal endar quarter together with the disability annuity paynents
provided in this section other than subsection (b), for the
guarter, exceeds the product of:

(i) the greater of $1,250 or one-quarter of the |ast
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year's salary of the annuitant as a State enpl oyee;
(ii) the ratio of the current nonthly paynent to the
nmont hly paynent at the effective date of disability; and
(1i1) the percentage factor determ ned by the
following table for the cal endar year of the nmenber's
effective date of disability:

Cal endar Year of

Ef fective Date of Per cent age

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

Provi ded, That the annuitant shall not receive less than his
menber's annuity or the anount to which he may be entitled under
section 5702 whichever is greater.

* %k
§ 5705. Menber's options.

(a) GCeneral rule.--Any vestee having ten or nore eligibility
poi nts or any other eligible nenber upon term nation of State
servi ce who has not withdrawn his total accumul ated deducti ons
as provided in section 5701 (relating to return of total
accurnul at ed deductions) may apply for and el ect to receive
either a maximumsingle life annuity, as calculated in
accordance with the provisions of section 5702 (relating to
maxi mum single life annuity), or a reduced annuity certified by

the actuary to be actuarially equivalent to the maxi num single
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life annuity and in accordance with one of the follow ng
options; except that no nenber shall elect an annuity payable to
one or nore survivor annuitants other than his spouse of such a
magni tude that the present value of the annuity payable to him
for life plus any lunp sum paynent he may have elected to
receive is less than 50% of the present value of his nmaxi mum
single life annuity:

(1) Option 1.--Alife annuity to the nenber with a
guaranteed total paynment equal to the present value of the
maxi mum single life annuity on the effective date of
retirement wwth the provision that, if, at his death, he has
received | ess than such present val ue, the unpaid bal ance
shall be payable to his beneficiary.

(2) Option 2.--Ajoint and survivor annuity payabl e
during the lifetime of the menber with the full anpount of
such annuity payable thereafter to his survivor annuitant, if
living at his death.

(3) Option 3.--Ajoint and fifty percent (50% survivor
annuity payable during the lifetime of the nenber with one-
hal f of such annuity payable thereafter to his survivor
annuitant, if living at his death.

(4) Option 4.--Sone other benefit which shall be
certified by the actuary to be actuarially equivalent to the
maxi mum single life annuity, subject to the follow ng
restrictions:

(1) any annuity shall be payable w thout reduction
during the lifetime of the nenber except as the result of
the nmenber's election to receive an annuity reduced upon
attai nment of age 65, in anticipation of the receipt of a

soci al security benefit;
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(ii) the sumof all annuities payable to the
desi gnat ed survivor annuitants shall not be greater than
one and one-half times the annuity payable to the nenber;
and

(ti1) a portion of the benefit may be payable as a
unmp sum except that such |unp sum paynent shall be

limted to one such paynent payable only at the tine of

retirenment and it shall not exceed an ambunt equal to the
total accunul ated deductions standing to the credit of
t he nenber. The bal ance of the present val ue of the
maxi mum single life annuity adjusted in accordance wth
section 5702(b) shall be paid in the formof an annuity
with a guaranteed total paynent, a single life annuity,
or a joint and survivor annuity or any conbination
t hereof but subject to the restrictions of (i) and (ii)
under this option.
* %k
8§ 5708. Suppl enental annuities.
(a) GCeneral rule.--Every annuitant who [retired prior to
March 1, 1974 and who] is in receipt of a superannuation,
wi t hdrawal or disability annuity, shall continue to receive
[the] such annuity [to which he was entitled prior to March 1
1974] and begi nning [January 1, 1975, any annuitant retiring on
or prior to February 28, 1974 shall receive a cost-of-1living
suppl enent determ ned as a percentage applied to the entire
retirement annuity to which he was entitled prior to March 1

1974] July 1, 1980 and annually thereafter, a cost-of-living

suppl enent shall be payable to each annui tant whose

superannuati on, withdrawal or disability annuity has been in

effect for at | east 24 consecutive nonths. Such cost-of-1living
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suppl enent shall be payabl e under the sanme ternms and conditions
as provided under the option plan in effect as of [the effective

date of this anendatory act] June 30 of the year of adjustnent

and shall be deternined as a constant proportion of percentage

i ncreases in the consuner price index (United States average al

itens) prepared and published by the United States Departnent of

Labor, Bureau of Labor Statistics. For increases payable July 1,

1980 each percentage factor shall be equal to one-half (rounded

to the nearest 1/2% of the percentage change in said i ndex from

June 1973 to June of the fiscal year of retirenment, whi chever is

later, to June 1979 and applied to the annuity recei ved as of

June 30, 1980. In 1981 and each year thereafter between January

1 and February 1, the retirenent board shall determ ne the

per cent age change in the consuner price i ndex (United States

average all itens) fromthe |ater of June 1979 or June of the

vear preceding the npst recent cost-of-living adjustnent to June

of the year preceding the determ nation. On the basis of the

deternination and effective July 1 thereafter each annuity paid

as of this date to a nenber whose annuity has been in effect for

at | east 24 consecutive nonths prior to this date shall be

adj usted by one-half (rounded to the nearest 1/2% of the

percent age change in the consuner price i ndex so determ ned.

Such automati c percentage i ncrease paid in any one year shal

not exceed 2%

(b) Cost-of-living adjustnent factors.--[The percentage
which is to be applied in the determ nation of the cost-of-
living supplenments, shall be determ ned on the basis of the
effective date of retirenment as foll ows:

Ef fective date of retirenent Per cent age factor

July 1, 1971 to February 28, 1974 5%
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July 1, 1970 to June 30, 1971 10%

July 1, 1969 to June 30, 1970 15%
July 1, 1968 to June 30, 1969 20%
July 1, 1967 to June 30, 1968 25%
Prior to July 1, 1967 30%

Provi ded, however, That such] Such cost-of-living suppl enent as
determ ned above shall not be payable to an annuitant receiving
a wthdrawal annuity prior to the first day of July coincident
with or followi ng his attai nnent of superannuation age[: And
further provided, That any] Any nenber term nating |egislative
servi ce subsequent to Novenber 30, 1970, shall be entitled to
recei ve on account of Class D-3 service a nmaximumsingle life
annuity per year of service as a regular nenber of the General
Assenbly which shall not be | ess than the correspondi ng maxi mum
single life annuity, including any cost-of-living supplenents

enacted prior to October 1, 1979,, of a nenber retiring from

| egi sl ative service Novenber 30, 1970.

* * %
8§ 5905. Duties of the board regarding applications and

el ecti ons of nenbers.

* * %

(c) Disability annuities.--1n every case where the board has
received an application for a disability annuity based upon
physi cal or nmental incapacity [for the performance of the job

for which the nmenber is enployed] to engage in any substanti al

gai nful activity, taking into account relevant decisions by The

Pennsyl vani a Wor knen' s Conpensati on Board, the board shall:
(1) through the chief nedical exam ner, have the
appl i cant exam ned and on the basis of said exam nation, and

t he subsequent reconmendation by the chief nedical exani ner
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regardi ng the applicant's nmedical qualification for a
disability annuity along with such other reconmmendations
whi ch he may nake with respect to the [permnency of
disability or the] need for subsequent reexam nations, nmake a
finding of disability and whether or not the disability is
service connected or nondisability and in the case of
disability establish [an effective date of disability and]
the terns and conditions regardi ng subsequent reexam nati ons;

(2) upon the reconmendation of the chief nedical
exam ner on the basis of subsequent nedical exam nations,
make a finding of continued disability and whether or not the
di sability continues to be service connected, or a finding of
nondi sability; and in the case of a finding that the
disability is no |longer service connected, discontinue any
suppl enental paynments on account of such service connected
disability as of the date of the finding; and in the case of
a finding of nondisability establish the date of term nation
of disability and at that tinme discontinue any annuity
paynents in excess of an annuity cal cul ated in accordance
with section 5702 (relating to maximnumsingle life annuity);
and

(3) upon receipt of a witten statenent froma
di sability annuitant of his earned inconme of the previous
quarter, adjust the paynents of the disability annuity for
the follow ng quarter in accordance with the provisions of

section 5704(c) (relating to disability annuities); or in the

case of a disability annuity which becane effective after the

effective date of this anendatory act di sconti nue al

disability annuity paynents in excess of the annuity to which

he may be entitl ed under section 5702 if the disability
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annui t ant has been engaged in substantial gainful activity in

t he previous quarter.

* * %

8§ 5906. Duties of heads of departnents.

(e) New enpl oyees subject to optional nenbership.--The head
of departnment shall, upon the enploynent or entering into office
of any State enpl oyee whose nenbership in the systemis not
mandat ory, inform such enpl oyee of his opportunity to becone a

menber of the systemwi thin 30 days of the effective date of

entering such enploynent. If such enpl oyee so el ects, the head

of department shall cause an application for nenbership and a
nom nati on of beneficiary to be made by himand filed with the
board and shall nake payroll deductions fromthe effective date

of menbership. if such enployee declines nenbership in the

system the head of department shall cause himto execute a

declination of nmenbership on the form specified by the board and

forward such declination to the board.

* * %

8§ 5907. Rights and duties of State enpl oyees and nenbers.

* * %

(k) Disability annuities.--1f service of a nenber who is
under superannuation age is term nated due to his physical or

mental incapacity [for the performance of duty] to engage in _any

substantial gainful activity, an application for a disability

annuity with or without a supplenent for a service connected
di sability may be executed by himor by a person legally
aut hori zed to act on his behal f.

8§ 5908. Rights and duties of annuitants.

* * %
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(b) Periodic earnings statenents by disability annuitants.--
It shall be the duty of an annuitant receiving a disability
annuity prior to the attainnent of age 50 to furnish a witten
statement within 30 days of the close of each cal endar quarter
of all earned income during that quarter and information show ng
whet her or not he is able to engage in [a gainful occupation]

any substantial gainful activity and such other information as

may be required by the board. On failure, neglect, or refusal to
furnish such information for the period of the preceding
quarter, the board may refuse to make further paynents due to
disability to such annuitant until he has furnished such
information to the satisfaction of the board. Should such
refusal continue for six nonths, all of his rights to the
disability annuity paynments in excess of any annuity to which he
is otherw se entitled shall be forfeited fromthe date of his
|ast witten statenent to the board. Any noneys received in
excess of those to which he was entitled shall be deducted from
the present value of the annuity to which he is otherw se
entitl ed.

* x *

Section 5. Continuing Review of Annuity Suppl enents.--Wthin
30 days after the convening of the CGeneral Assenbly in an odd-
nunbered year, the Joint State Government Conm ssion shal
organi ze a sel ect task force, conposed of such nenbers of the
CGeneral Assenbly as set forth in 1979 Senate Resol ution No. 6,
for the purposes of review ng cost-of-1iving suppl enents
accrui ng pursuant to section 8348 of Title 24 and section 5708
of Title 71 during the previous two years, the changes in the
consuner price index and the earnings of the funds, for the

pur pose of determning the equitability of the increases in
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light of the then prevailing econom c conditions and for the
pur poses set forth in 1979 Senate Resolution No. 6. The task
force shall report its recommendations to the General Assenbly
prior to the end of the session.

Section 6. Effective date.--This act shall take effect
i mredi ately, except the provisions relating to the exclusion of
tenporary service as provided for in section 5301(a)(14) of

Title 71 shall not apply to such service for which a nenber has
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el ected to receive credit prior to the 60th day follow ng the
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effective date of this anmendatory act.
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