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AN ACT

Amrending Title 24 (Education) of the Pennsylvani a Consol i dated
Statutes, further providing for definitions, for eligibility
points for retention and reinstatenment of service credits,
for creditable nonschool service and for classes of service;
providing for election to becone C ass T-E nenber; and
further providing for nmenber contributions for creditable
school service, for contributions for purchase of credit for
credi tabl e nonschool service, for actuarial cost nmethod, for
menber's options, for supplenental annuities and for
managenent of fund and accounts.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. The definitions of "basic contribution rate,”

"standard single life annuity,” "superannuation or nor nal
retirement age" and "valuation interest” in section 8102 of
Title 24 of the Pennsylvani a Consolidated Statutes are 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:

* * %

"Actual interest." Anmpunts credited annually to the annuity

reserve account cal culated by nultiplying the difference of the

fund's ti me-weighted rate of return for the precedi ng year m nus

the board's actuarial interest rate assunption for the precedi ng

vear, tines the nean amount of the annuity reserve account for

t he precedi ng year.

* * %

"Basic contribution rate.” For Class T-A, T-B and T-C

service, the rate of 6 1/4% For Cass T-D and T-E service, the

rate of 7 1/2% For all active nenbers on the effective date of

this provision who are currently paying [5 1/4% 6 1/ 2% and

elect Cass T-D or T-E service, the rate of 6 1/ 2%

* * %

"Class of service nultiplier.™

Cl ass of service Mul tiplier
T-A . 714
T-B . 625
T-C 1. 000
T-D 1. 000
T-E 1. 000

* * %

"Standard single life annuity.” For Cass T-A, T-B and T-C
credited service of a nmenber, an annuity equal to 2% of the
final average salary, multiplied by the total nunber of years
and fractional part of a year of credited service of a nmenber.

For dass T-D and C ass T-E credited service of a nmenber, an

annuity equal to 2.5%of the final average salary, nultiplied by

the total nunber of years and fractional part of a year of
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credited service.
* * %
"Super annuation or normal retirenent age."
Cl ass of service Age
T-A 62 or any age upon accrual

of 35 eligibility points

T-B 62
T-C [and] .
T-D and T-E 62 or age 60 provided the

menber has at |east 30
eligibility points or
any age upon accrual of
35 eligibility points

* * %

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

return, including both realized and unreali zed gai ns and | osses,

based on the actuarial value 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

menbers' savings account and the annuity reserve account.

* * %

Section 2. Sections 8303(c), 8304(a) and 8305(c) of Title 24
is amended to read:
§ 8303. Eligibility points for retention and reinstatenent of
service credits.
* x *
(c) Purchase of previous creditable service.--Every active
menber of the systemor a multiple service nmenber who is an

active nmenber of the State Enpl oyees' Retirenment System on or

20020S1399B1917 - 3 -



after the effective date of this part may purchase credit and
receive eligibility points:
(1) as a nenber of Class T-C for previous school service
or creditabl e nonschool service; [or]
(2) as a nenber of Class T-D for previous school
service, provided the nmenber elects to becone a Cass T-D
menber pursuant to section 8305.1 (relating to election to
beconme a Class T-D nenber); or

(3) as a nenber of Class T-E for previous school service

or creditabl e nonschool service;

upon witten agreenent by the nmenber and the board as to the
manner of paynment of the amount due for credit for such service;
except, that any purchase for reinstatenent of service credit
shall be for all service previously credited.
§ 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 or Class T-E service credit if the nenber is a Cass T-E

nenber for creditable nonschool service and Cass T-D service
for intervening mlitary service, provided the nmenber elects to
beconme a Class T-D nenber pursuant to section 8305.1 (relating
to election to becone a Cass T-D nenber), as set forth in
subsection (b) provided that he is not entitled to receive,
eligible to receive nowor in the future, or is receiving
retirement benefits for such service under a retirenent system
adm ni stered and wholly or partially paid for by any other
governmental agency or by any private enployer, or a retirenent

program approved by the enployer in accordance with section

8301(a)(1) (relating to nmandatory and optional nenbership), and

20020S1399B1917 - 4 -



1 further provided that such service is certified by the previous
2 enployer and the manner of paynment of the amount due is agreed
3 upon by the nenber, the enployer, and the board.

4 * x *

5 § 8305. Casses of service.

6 * x *

7 (c) dass T-D and_T-E nenbership.--

8 (1) A person who becones a school enployee and an active
9 menber, or a person who becones a nmultiple service nenber who
10 is a State enpl oyee and a nenber of the State Enpl oyees'

11 Retirement System on or after the effective date of this

12 subsection and prior to the effective date of paragraph (1.1)
13 shall be classified as a Cass T-D nenber upon paynent of

14 regul ar nmenber contributions. Any prior school service

15 credited as Class T-C service shall be credited as Cass T-D
16 service, subject to the limtations contained in paragraph
17 (4).

18 (1.1) A person who becones a school enployee and an

19 active nenber, or a person who becones a nultiple service
20 nmenber _who is a State enployee and a nenber of the State
21 Enpl oyees' Retirenent System on or after the effective date
22 of this paragraph shall be classified as a Cass T-E nenber
23 upon _paynent of reqgular nenber contributions. Any prior
24 school service credited as Cass T-C service shall be
25 credited as Cdass T-E service.
26 (2) A school enployee who, on the day before and on the
27 effective date of this subsection, is either an active nmenber
28 or an inactive nenber shall be classified as a Cass T-D
29 menber and receive credit for Cass T-D service perfornmed on
30 or after the effective date of this subsection upon paynent

20020S1399B1917 - 5 -
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of regul ar menber contributions, provided the school enployee
el ects to becone a O ass T-D nenber pursuant to section
8305.1 (relating to election to becone a CUass T-D nenber). A
school enpl oyee who becones a C ass T-D nmenber shall al so
receive Class T-D service credit for all Cass T-C schoo
service perfornmed before the effective date of this
subsection, subject to the Iimtations contained in paragraph
(4).
(3) A former school enployee who, on the effective date
of this subsection, is a nultiple service nmenber who is a
St ate enpl oyee and a nenber of the State Enpl oyees’
Retirement System shall receive Cass T-D service credit for
all Cass T-C school service performed before the effective
date of this subsection, subject to the Iimtations contained
i n paragraph (4), provided the former school enpl oyee el ects
to beconme a Class T-D nenber pursuant to section 8305. 1.
(4) (i) School service perforned as Cass T-C service
before the effective date of this subsection shall be
credited as Cass T-D service only upon conpl etion of al
acts necessary for the school service to be credited as
Class T-C service had this subsection not been enacted.
(ii) A person who is not a school enployee or a
St at e enpl oyee on June 30, 2001, and July 1, 2001, and
who has previous school service shall not receive C ass
T-D service credit for school service perfornmed before
July 1, 2001, until the person becones an active nenber
or an active nmenber of the State Enpl oyees' Retirenent
Systemand a nmultiple service nenber and earns three
eligibility points by perform ng credited school service

or State service after June 30, 2001. This subparagraph

20020S1399B1917 - 6 -
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does not apply to a disability annuitant who returns to
school service after June 30, 2001, upon term nation of
the disability annuity.
* x *

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

8 8305. 2. El ecti on to becone C ass T-E nenber.

(a) GCeneral rule.--A person who is:

(1) a nenber of the systent or

(2) a nultiple service nenber who is a nenber of the

State Enpl oyees' Retirenent System and who is a Cass T-D

menber nay el ect to becone a nenber of C ass T-E.

(b)Y Tine for nmaking el ection.--The nenber nust elect to

becone a Cass T-E nenber by filing a witten notice with the

board on or before Decenber 31, 2002, or before the term nati on

of school service for State service as applicabl e, whi chever

first occurs.

(c) Effect of election.--An election to becone a Cass T-E

menber shall remain in effect until the term nati on of

enpl oynent and shall result in all service which could have been

credited as Cass T-D service being credited as G ass T-E

service. An individual who elects to becone a C ass T-E nenber

shall be deened to have agreed to forfeit all or a portion of

the statutory interest on his accunul ated deducti ons duri ng

vears in which the fund's ti ne-wei ghted rate of return does not

equal or exceed the actuarial interest assunption as provided in

section 8521(b) (relating to nmanagenent of fund and accounts).

The nmenber shall al so be deened to have el ected for hinself the

opportunity to benefit from any suppl enental annuities whi ch nmay

be enacted by the General Assenbly during his retirenent.

(d) Effect of failure to nake election.--If a nenber fails

20020S1399B1917 - 7 -
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to tinely file an election to becone a Cass T-E nenber, then

the nmenber shall not be eligible to receive any suppl enent al

annui ti es which nmay be enacted by the General Assenbly during

his retirenent.

Section 4. Sections 8323(a), (c) and (c.1), 8324 and 8328 of
Title 24 is anended to read:

§ 8323. Menber contributions for creditable school service.

(a) Previous school service, sabbatical |eave and ful
coverage.--The contributions to be paid by an active nenber or
an eligible State enployee for credit for reinstatenent of al
previously credited school service, school service not
previously credited, sabbatical |leave as if he had been in full-
time daily attendance, or full-coverage nenbership shall be
sufficient to provide an anmount equal to the accunul at ed
deducti ons whi ch woul d have been standing to the credit of the
menber for such service had regul ar nenber contributions been
made with full coverage at the rate of contribution necessary to
be credited as Class T-C service [or], Cass T-D service if the

menber is a Cass T-D nenber or Cass T-E service if the nenber

is a class T-E nenber and had such contri buti ons been credited

with statutory interest during the period the contributions
woul d have been made and during all periods of subsequent school
and State service up to the date of purchase.

* %k

(c) Approved | eave of absence other than sabbatical | eave
and activated mlitary service | eave.--The contributions to be
paid by an active nenber for credit for an approved | eave of
absence, other than sabbatical |eave and activated mlitary
service | eave, shall be sufficient to transfer his nmenbership to

Cass T-C[or], to Cass T-Dif the nenber is a Oass T-D nenber

20020S1399B1917 - 8 -
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or to Cass T-Eif the nenber is a Cass T-E nenber and further

to provide an annuity as a Cass T-C nenber [or], Cass T-D

menber if the nenber is a dass T-D nenber or C ass T-E nenber

if the nenber is a Cass T-E nenber for such additional credited

service. Such anount shall be the sumof the anmobunt required in
accordance with the provisions of subsection (b) and an anount
determ ned as the sum of the nenber's basic contribution rate
and the normal contribution rate as provided in section 8328
(relating to actuarial cost method) during such period

mul tiplied by the conpensati on which was received or which woul d
have been received during such period and with statutory
interest during all periods of subsequent school and State
service up to the date of purchase.

(c.1) Activated mlitary service |leave.--The contributions
to be paid by an active nmenber for credit for all activated
mlitary service |leave as if he had been in regul ar attendance
in the duties for which he is enployed shall be sufficient to
provi de an amount equal to the accumnul ated deducti ons which
woul d have been standing to the credit of the nenber for such
service had regul ar nmenber contributions been made with ful
coverage at the rate of contribution necessary to be credited as
Class T-C service [or], Cass T-D service if the nenber is a

Class T-D nenber or Cass T-E service if the nenber is a d ass

T- E nenber and had such contributions been credited with
statutory interest during the period the contributions woul d
have been made and during all periods of subsequent State and
school service up to the date of purchase. In the case of
activated mlitary service | eave beginning after the date of
enactment of this subsection, contributions due fromthe nenber

shall be made as if he is in regular attendance in the duties

20020S1399B1917 - 9 -
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for which he is enpl oyed.
* * %
§ 8324. Contributions for purchase of credit for creditable
nonschool servi ce.

(a) Source of contributions.--The total contributions to

purchase credit as a nenber of Class T-C or_as a nenber of C ass

T-E if the nenber is a dass T-E nenber for creditabl e nonschool

service of an active nenber or an eligible State enpl oyee shal
be paid either by the nenber, the nmenber's previous enployer,
t he Commonweal th, or a conbi nation thereof, as provided by | aw
(b) Nonintervening mlitary service.--The anount due for the
purchase of credit for mlitary service other than intervening
mlitary service shall be determ ned by applying the nenber's
basic contribution rate plus the normal contribution rate as
provided in section 8328 (relating to actuarial cost nethod) at
the tinme of entry of the nmenber into school service subsequent
to such mlitary service to one-third of his total conpensation
received during the first three years of such subsequent
credited school service and multiplying the product by the
nunber of years and fractional part of a year of creditable
noni ntervening mlitary service being purchased together with
statutory interest during all periods of subsequent school and
State service to date of purchase. Upon certification of the
anount due, paynment may be nade in a lunmp sumw thin 90 days or
in the case of an active nenber or an eligible State enpl oyee
who is an active nenber of the State Enpl oyees' Retirenent
Systemit may be anortized with statutory interest through
sal ary deductions in amounts agreed upon by the nenber and the
board. The sal ary deduction anortization plans agreed to by

menbers and the board may include a deferral of paynent anmounts

20020S1399B1917 - 10 -
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and statutory interest until the term nation of school service
or State service as the board in its sole discretion decides to
allow. The board may |limt salary deduction anortization plans
to such terns as the board in its sole discretion determnes. In
the case of an eligible State enpl oyee who is an active nenber
of the State Enpl oyees' Retirenent System the agreed upon

sal ary deductions shall be remtted to the State Enpl oyees'
Retirement Board, which shall certify and transfer to the board
t he amounts paid. Application may be filed for all such mlitary
service credit upon conpletion of three years of subsequent
credited school service and shall be credited as Cass T-C

service or Class T-E service if the nenber is a Cass T-E

(c) Intervening mlitary service.--Contributions on account
of credit for intervening mlitary service shall be determ ned
by the nenber's basic contribution rate and conpensation at the
time of entry of the nenber into active mlitary service,
together with statutory interest during all periods of
subsequent school and State service to date of purchase. Upon
application for such credit the anmount due shall be certified in
the case of each nenber by the board, in accordance wth nethods
approved by the actuary, and contributions my be made by one of
the foll ow ng nmet hods:

(1) Regular nmonthly paynments during active mlitary
servi ce.

(2) A lunp sum paynent within 90 days of certification
of the anount due.

(3) Salary deductions in anounts agreed upon by the
menber and the board. The sal ary deduction anortization plans

agreed to by the nmenbers and the board may include a deferral

20020S1399B1917 - 11 -
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of paynment anounts and statutory interest until the

term nation of school service or State service as the board
inits sole discretion decides to allow. The board may |imt
sal ary deduction anortization plans to such terns as the
board in its sole discretion determines. In the case of an
eligible State enpl oyee who is an active nenber of the State
Enpl oyees' Retirenent System the agreed upon sal ary
deductions shall be remtted to the State Enpl oyees'
Retirement Board, which shall certify and transfer to the
board the anpunts paid.

(d) O her creditable nonschool service.--Contributions on

account of Cass T-C credit or Cass T-E credit if the nenber is

a class T-E nenber for creditabl e nonschool service other than

mlitary service shall be determ ned by applying the nenber's
basic contribution rate plus the normal contribution rate as
provided in section 8328 at the tinme of the nmenber's entry into
school service subsequent to such creditable nonschool service
to his total conpensation received during the first year of
subsequent credited school service and nultiplying the product
by the nunber of years and fractional part of a year of
credi t abl e nonschool service being purchased together wth
statutory interest during all periods of subsequent school or
State service to the date of purchase, except that in the case
of purchase of credit for creditable nonschool service as set
forth in section 8304(b)(5) (relating to creditabl e nonschool
service) the nmenber shall pay only the enpl oyee's share unl ess
ot herwi se provided by |law. Upon certification of the anount due,
paynent may be made in a lunp sumw thin 90 days or in the case
of an active nmenber or an eligible State enpl oyee who is an

active nmenber of the State Enpl oyees' Retirement Systemit may

20020S1399B1917 - 12 -
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be anortized with statutory interest through salary deductions
i n amounts agreed upon by the nmenber and the board. The sal ary
deduction anortization plans agreed to by the nmenbers and the
board may include a deferral of paynment anmounts and statutory
interest until the termnation of school service or State
service as the board in its sole discretion decides to allow
The board nmay Iimt salary deduction anortization plans to such
terns as the board in its sole discretion determnes. In the
case of an eligible State enployee who is an active nenber of
the State Enpl oyees' Retirement System the agreed upon sal ary
deductions shall be remtted to the State Enpl oyees' Retirenent
Board, which shall certify and transfer to the board the anmounts
pai d.

(e) Creditable work experience.--Contributions on account of

T-Ccredit or T-E credit if the nenber is a O ass T-E nenber for

creditabl e work experience pursuant to section 8304(b)(6) shal
be the present value of the full actuarial cost of the increase
in the projected superannuati on annuity caused by the additional
service credited on account of the purchase of creditable work
experience. The amount paid for the purchase of credit for
creditabl e work experience shall not be payable as a | unp sum
under section 8345(a)(4)(iii) (relating to nmenber's options).
Any individual eligible to receive an annuity, excluding an
annuity received under the Federal Social Security Act (42
US C 8 301 et seq.), in another pension system other than a
mlitary pension system shall not be eligible to purchase this
servi ce.

(f) Creditable maternity | eave.--Contributions on account of

Class T-C credit or Cass T-E credit if the nenber is a Cass T-

20020S1399B1917 - 13 -
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8304(b)(7) shall be determ ned by applying the nenber's basic
contribution rate plus the normal contribution rate as provided
in section 8328 at the tinme of the nenber's return to school
service to the total conpensation received during the first year
of subsequent school service and multiplying the product by the
nunber of years and fractional part of a year of creditable
servi ce being purchased, together with statutory interest during
all periods of subsequent school or State service to the date of
pur chase. The amount paid for the purchase of credit for
creditable maternity | eave shall not be eligible for w thdrawal
as a lunp sum under section 8345(a)(4)(iii).

§ 8328. Actuarial cost nethod.

(a) Enployer contribution rate on behalf of active
nmenbers. - - The amount of the total enpl oyer contributions on
behal f of all active nenbers shall be conputed by the actuary as
a percentage of the total conpensation of all active nmenbers
during the period for which the amount is determ ned and shal
be so certified by the board. The total contribution rate on
behal f of all active nenbers shall consist of the nornal
contribution rate as defined in subsection (b) and the accrued
l[iability contribution rate as defined in subsection (c). The
total contribution rate shall be nodified by the experience
adj ustment factors as calculated in subsection (e) but in no

case shall it be less than zero. In the event that the fund's

ti me-weighted rate of return for the previous year was | ess than

the actuarial interest rate assunption used in deternm ning the

enpl oyer contribution rates for that year, an amount not to

exceed one-half of the increase in total enpl oyer contributions

on behalf of all active nenbers required during the subseguent

vear shall be withheld fromthe statutory i nterest that woul d

20020S1399B1917 - 14 -
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have been payable to the O ass T-E nenbers' accounts had the

time-weighted rate of return been at | east equal to the

actuarial interest rate assunpti on.

(b) Normal contribution rate.--The normal contribution rate
shal |l be determ ned after each actuarial valuation. Until al
accrued liability contributions have been conpl eted, the nornal
contribution rate shall be determ ned, on the basis of an annual
interest rate and such nortality and other tables as shall be
adopted by the board in accordance with generally accepted
actuarial principles, as a | evel percentage of the conpensation
of the average new active nenber, which percentage, if
contributed on the basis of his prospective conpensation through
the entire period of active school service, would be sufficient
to fund the liability for any prospective benefit payable to
him in excess of that portion funded by his prospective nenber
contributions, except for the supplenental benefits provided in
sections 8348 (relating to supplenental annuities), 8348.1
(relating to additional supplenmental annuities), 8348.2
(relating to further additional supplenental annuities), 8348.3
(relating to supplenmental annuities conmmencing 1994), 8348.4
(relating to special supplenental postretirenent adjustnent)
[and], 8348.5 (relating to supplenmental annuities comrencing

1998) and 8348.6 (relating to supplenental annuities conmencing

2002.

(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] 20 years fromJuly 1,

2002, the present value of the liabilities for all prospective

20020S1399B1917 - 15 -
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benefits of active nmenbers, except for the supplenental benefits
provided in sections 8348, 8348.1, 8348.2, 8348.3, 8348.4 [and],
8348.5 and 8348.6, in excess of the total assets in the fund,
excl uding the balance in the annuity reserve account, and of the
present value of normal contributions and of nenber
contributions payable with respect to all active nenbers on July
1, 2002, during the remainder 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, beginning July 1, 2002, except that, if the
accrued liability is increased by |egislation enacted subsequent
to June 30, 2002, such additional liability shall be funded over
a period of [ten] 20 years fromthe first day of July,

coincident with or next followng the effective date of the

i ncrease. The amount of each annual accrued liability
contribution for such additional legislative liabilities shal

be equal to the anmount of such contribution for the first annual
paynent .

(d) Supplenental annuity contribution rate.--Contributions
fromthe Commonweal th and ot her enployers required to provide
for the paynment of the supplenmental annuities provided for in
sections 8348, 8348.1, 8348.2, 8348.4 and 8348.5 shall be paid
over a period of [ten] 20 years fromJuly 1, 2002. The anount of
each annual supplenental annuities contribution shall be equal
to the anount of such contribution for the fiscal year beginning
July 1, 2002. In the event that supplenmental annuities are

i ncreased by | egislation enacted subsequent to June 30, 2002,

the [additional liability] supplenental annuity contribution for

the i ncreased benefits shall be cal cul ated by the actuary as the

suppl enental annuity contri bution attri butable to the additi onal
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1 liability for the benefit increase, |ess the suppl enental

2 annuity adjustnent factor calculated in subsection (g), but in
3 no case shall it be Iless than zero. The sumcal cul ated by the

4 actuary shall be funded in equal dollar annual installments over
5 a period of [ten] 20 years fromthe July 1, [coincident with or]
6 next followng the effective date of such | egislation.

7 (e) Experience adjustnment factor.--For each year after the
8 establishnent of the accrued liability contribution rate for the
9 fiscal year beginning July 1, 2002, any increase or decrease in
10 the accrued liability (including liability for suppl enental

11 annuities) due to actual experience differing from assuned

12 experience, changes in actuarial assunptions, changes in the

13 ternms and conditions of the benefits provided by the system by
14 judicial, adm nistrative or other processes other than

15 legislation, including, but not limted to, reinterpretation of
16 the provisions of this part, shall be anortized in equal dollar
17 annual installnments over a period of [ten] 20 years begi nning
18 with the July 1 second succeedi ng the actuarial valuation.

19 (f) Prem um assistance contribution rate.--For the fiscal
20 vyear beginning July 1, 1991, the total contribution rate as
21 calculated according to this section shall be increased annually
22 in the full amount certified by the board as necessary to fund
23 the prem um assi stance programin accordance with section 8509
24 (relating to health insurance prem um assi stance program
25 notw t hstandi ng any ot her provisions of this section.
26 (g) Supplenental annuity adjustnent factor.--Beginning with
27 the fiscal year ending June 30, 2004, and continuing annually
28 thereafter, any increase or decrease in the accrued liability
29 for _annuitant nenber benefits due to the crediting of actual

30 interest shall be anortized in equal dollar annual install nents

20020S1399B1917 - 17 -
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over a period of 20 years beginning with July 1 next succeedi ng

t he actuari al val uati on.

Section 5. Section 8345 of Title 24 is anended by adding a
subsection to read:

§ 8345. Menber's options.

* * %

(c) Limtation; Cass T-E nenbers.--A Cass T-E nenber nmay

not w thdraw any portion of the accunul ated deducti ons forfeited

by virtue of the nmenber's election to becone a C ass T-E nenber.

Section 6. Sections 8346(d)(2), 8348.1(f), 8348.2(f),
8348. 3(f) and 8348.5(f) of Title 42 are anended to read:
§ 8346. Term nation of annuities.

* * %

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

* %

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

(i) an annuity (prior to optional nodification)
calculated as if the freezing of the fornmer annuitant's
account pursuant to subsection (a) had not occurred,
adjusted by crediting Cass T-C school service as C ass

(relating to classes of service), further adjusted by

crediting Cass T-D school service as Cass T-E service

as provided in section 8305.2 (relating to election to

becone C ass T-E nenber) and further adjusted according

to paragraph (3), provided that a forner annuitant of the
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systemor a fornmer annuitant of the State Enpl oyees'
Retirement System who retired under a provision of |aw
granting additional service credit if term nation of
school or State service or retirenment occurred during a
specific period of tine shall not be permtted to retain
the additional service credit under the prior |aw when
the annuity is conputed for his nbst recent retirenent;
or
(1i) an annuity (prior to optional nodification)
calculated as if the fornmer annuitant did not qualify to
have the effect on the frozen present val ue eli m nated,
unl ess the fornmer annuitant notifies the board in witing by
the later of the date the application for annuity is filed or
the effective date of retirenment that the fornmer annuitant
wi shes to receive the |ower annuity.

* * %

§ 8348.1. Additional supplenental annuities.

* x *

(f) Funding.--The actuary shall annually certify the anopunt
of Conmonweal th appropriations for the next fiscal year needed
to fund, over a period of [ten] 20 years fromJuly 1, 2002, the
addi ti onal nonthly suppl enental annuity provided for in this
section. The board shall submt the actuary's certification to
the Secretary of the Budget on or before Novenber 1 of each
year. If, in any year after 1984, the anpbunt certified is
di sapproved under section 610 of the act of April 9, 1929
(P.L.177, No.175), known as The Adm nistrative Code of 1929, as
insufficient to neet the funding requirenents of this subsection
or is not appropriated on or before July 1, the additional

suppl enental annuity provided for in this section shall be
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suspended until such tinme as an anmount certified and approved as
sufficient is appropri ated.

* * %

§ 8348.2. Further additional supplenmental annuities.

* x *

(f) Funding.--The actuary shall annually estinmate the anmount
of Conmonweal th appropriations for the next fiscal year needed
to fund, over a period of [ten] 20 years fromJuly 1, 2002, the
addi tional nonthly supplenental annuity provided for in this
section. The board shall submt the actuary's estimation to the
Secretary of the Budget on or before Novenber 1 of each year.
If, in any year after 1988, the anount estimated is di sapproved
under section 610 of the act of April 9, 1929 (P.L.177, No.175),
known as The Administrative Code of 1929, as insufficient to
nmeet the funding requirenments of this subsection or is not
appropriated on or before July 1, the additional supplenental
annuity provided for in this section shall be suspended unti l
such time as an anount certified and approved as sufficient is
appropri at ed.

* * %

§ 8348.3. Supplenmental annuities comenci ng 1994.

* x *

(f) Funding.--The additional liability for the increase in
benefits provided in this section shall be funded in equal
dol | ar annual installnents over a period of [ten] 20 years
begi nning July 1, 2002.

* * %

§ 8348.5. Supplenmental annuities comenci ng 1998.

* * %

(f) Funding.--The additional liability for the increase in
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benefits provided in this section shall be funded in equal
dol | ar annual installnents over a period of [ten] 20 years
begi nning July 1, 2002. Notw t hstandi ng the provisions of
section 212 of the act of April 22, 1998 (P.L.1341, No.6A),
known as the General Appropriation Act of 1998, regarding
paynment for cost-of-living increases for annuitants, paynents
for cost-of-living increases for annuitants shall be made under
section 8535 (relating to paynents to school entities by
Commonweal t h) .

* x *

Section 7. Title 24 is anended by adding a section to read:

8 8348.6. Suppl enmental annuities commenci ng 2002.

(a) Benefits.--Comencing with the first nonthly annuity

paynent after July 1, 2002, any eligi ble benefit recipient shal

be entitled to receive a further additi onal nonthly suppl enent al

annuity fromthe system This shall be in addition to the

suppl enental annuities provided for in sections 8348 (rel ati ng

to suppl emental annuities), 8348.1 (relating to additi onal

suppl enental annuities), 8348.2 (relating to further additi onal

suppl enental annuities), 8348.3 (relating to suppl enent al

annui ti es comrenci ng 1994) and 8348.5 (relating to suppl enent al

annui ti es commenci ng 1998).

(b)Y Anpunt of additional suppl enental annuity.--The anount

of the additional nonthly suppl emental annuity shall be

deternined on the basis of the nost recent effective date of

retirenent, as foll ows:

MOST RECENT EFFECTI VE _ PERCENTAGE FACTOR

DATE OF RETI REMENT

July 2, 2000, through July 1, 2001 2.56%

July 2, 1999, through July 1, 2000 4.34%
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July 2, 1998, through July 1, 1999 5.80%
July 2, 1997, through July 1, 1998 6. 70%
July 2, 1988, through July 1, 1997 8%
July 2, 1983, through July 1, 1988 10%
July 2, 1980, through July 1, 1983 15%
before July 2, 1980 25%

(c) Paynent.--The additi onal nonthly suppl enental annuity

provi ded under this section shall be paid autonmatically unl ess

the intended recipient files a witten notice with the system

requesting that the additi onal nonthly suppl enental annuity not

(d) Conditions.--The additi onal suppl enental annuity

provi ded under this section shall be payabl e under the sane

terns and conditions as provided under the option plan in effect

June 30, 2002.

(e) Benefits paid to beneficiaries or survivors.--No

suppl enental annuity effective after the death of the nenber

shal|l be payable to the beneficiary or survivor annuitant of the

deceased nenber

(f) Funding.--The anount cal cul ated by the actuary as

necessary to fund the additional liability for the increase in

benefits provided in this section shall be funded in equal

dollar annual installnents of 20 years beginning July 1, 2003.

(g) Definitions.--As used in this section, the foll ow ng

wor ds and phrases shall have the neani ngs given to themin this

subsecti on:

"Eliqgible benefit recipient." A person who i S receiving a

superannuati on, withdrawal or disability annuity and who

commenced recei pt of that annuity on or prior to July 1, 2001.

Section 8. Section 8521(b) of Title 24 is amended to read:

20020S1399B1917 - 22 -



§ 8521. Managenent of fund and accounts.

* %

(b) Crediting of interest.--The board annually shall allow
statutory interest to the credit of the menbers' savings account
on the mean anount of the accunul ated deductions of all nenbers
for whominterest is payable for the precedi ng year [and

val uation], except that during a year in which the fund' s tine-

wei ghted rate of return for the previous year was | ess than the

actuarial interest rate assunption used in determ ni ng the

enpl oyer contribution rates for that year, the anount of

statutory interest credited to the individual accounts of C ass

T-E nenbers shall be reduced by an anobunt not to exceed one-half

the i ncrease in enpl oyer contributions requi red on behal f of al

active nenbers for the subsequent year, as initially cal cul at ed

in accordance with section 8328(a) (relating to actuari al cost

met hod). Beginning with the fiscal year endi ng June 30, 2004,

the board annually shall allow actual interest on the nean

anount of the annuity reserve account for the preceding year to
the credit of that account. The board annually shall all ow

val uation interest calculated on the nmean anount for the
precedi ng year of the balance in the State accunul ati on account
excl uding any earnings of the fund credited to the account
during that year. In the event the total earnings for the year
do not exceed 5 1/2% of the nmean anount for the preceding year
of the total assets of the fund |l ess earnings credited to the
fund during that year plus the adm nistrative expenses of the
board, the difference required to be appropriated fromthe
General Fund shall be credited to the State accunul ati on

account.

* * %
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Section 9. The Public School Enpl oyees' Retirenent Board

shall neet within 30 days of the effective date of this section

1
2
3 and recertify the enployer contribution rate for fiscal year
4 2002-20083.

5

Section 10. This act shall take effect imredi ately.
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