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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. D45 %5

| NTRODUCED BY O NEI LL, BUXTON, CALTAG RONE, CAUSER, CURRY
FABRI ZI O, FAI RCHI LD, G BBONS, G NGRI CH, GRUCELA, HESS, JAMES,
KAUFFMAN, M  KELLER, MANN, Ml LHATTAN, PETRONE, RAMALEY,
READSHAW REED, SAI NATO, SCAVELLO, SCHRODER, SOLOBAY, STERN
SURRA AND YOUNGBLOOD, MARCH 6, 2007

REFERRED TO COW TTEE ON FI NANCE, MARCH 6, 2007
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AN ACT
Amrending Title 24 (Education) of the Pennsylvani a Consol i dated

Statutes, further providing for definitions and for actuari al

cost nethod; providing for supplenmental annuities comrencing

in 2007; and further providing 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 definition of "valuation interest” in section
8102 of Title 24 of the Pennsylvania Consolidated Statutes is
anended and the section is anmended by adding definitions to
read:

§ 8102. Definitions.

The foll ow ng words and phrases when used in this part shal
have, unless the context clearly indicates otherw se, the
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
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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.

* * %

"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 val ue of assets used for deterni ning

annual contri bution rates.

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

menbers' savings account and the annuity reserve account.

* * %

Section 2. Section 8328 of Title 24 is anended to read:
§ 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 nenbers
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), the accrued
l[iability contribution rate as defined in subsection (c) and the
suppl enental annuity contribution rate as defined in subsection
(d). Beginning July 1, 2004, the total contribution rate shal
be nodified by the experience adjustnent factors as cal cul at ed
in subsection (e) but in no case shall it be |less than 4% pl us
the prem um assi stance contribution rate.

(b) Normal contribution rate.--The normal contribution rate
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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 supplenental 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),
8348.5 (relating to suppl enmental annuities comrenci ng 1998),
8348.6 (relating to supplenmental annuities comrenci ng 2002)
[and], 8348.7 (relating to supplenmental annuities comrenci ng

2003) and 8348.8 (relating to supplenental annuities commencing

2007) .
(c) Accrued liability contribution rate.--

(1) For the fiscal year beginning July 1, 2002, the
accrued liability contribution rate shall be conputed as the
rate of total conpensation of all active nmenbers which shal
be certified by the actuary as sufficient to fund over a
period of [ten] 20 years fromJuly 1, 2002, the present val ue
of the liabilities for all prospective benefits of active

menbers, except for the supplenmental benefits provided in
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1 sections 8348, 8348.1, 8348.2, 8348.3, 8348.4, 8348.5, 8348.6
2 [and], 8348.7 and 8348.8, in excess of the total assets in

3 the fund (cal cul ated by recogni zing the actuarially expected
4 investment return i medi ately and recogni zing the difference
5 bet ween the actual investnent return and the actuarially

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

7 excl uding the balance in the annuity reserve account, and of
8 the present value of normal contributions and of nenber

9 contributions payable with respect to all active nenbers on
10 July 1, 2002, during the remai nder of their active service.
11 (2) Thereafter, the anpunt of each annual accrued

12 l[iability contribution shall be equal to the ambunt of such
13 contribution for the fiscal year, beginning July 1, 2002,

14 except that, if the accrued liability is increased by

15 | egi sl ati on enacted subsequent to June 30, 2002, but before
16 July 1, 2003, such additional liability shall be funded over
17 a period of [ten] 20 years fromthe first day of July,

18 coincident with or next followng the effective date of the
19 i ncrease. The anmount of each annual accrued liability
20 contribution for such additional legislative liabilities
21 shall be equal to the anmpunt of such contribution for the
22 first annual paynent.
23 (3) Notw thstandi ng any ot her provision of |aw,
24 begi nning July 1, 2004, the outstandi ng bal ance of the
25 increase in accrued liability due to the change in benefits
26 enacted in 2001 and the outstandi ng bal ance of the net
27 actuarial loss incurred in fiscal year 2000-2001 shall be
28 anortized in equal dollar annual contributions over a period
29 that ends 30 years after July 1, 2002, and the outstanding
30 bal ance of the net actuarial loss incurred in fiscal year
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2001- 2002 shall be anortized in equal dollar annual
contributions over a period that ends 30 years after July 1,
2003. For fiscal years beginning on or after July 1, 2004, if
the accrued liability is increased by |egislation enacted
subsequent to June 30, 2003, such additional liability shal
be funded in equal dollar annual contributions over a period
of ten years fromthe first day of July coincident with or
next followi ng the effective date of the increase.

(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 fundi ng
for the supplenmental annuities comenci ng 2002 provided for in
section 8348.6 shall be as provided in section 8348.6(f). The
funding for the supplenmental annuities conmencing 2003 provi ded
for in section 8348.7 shall be as provided in section 8348.7(f).
The amount of each annual suppl enental annuities contribution
shall be equal to the anmpunt of such contribution for the fiscal
year beginning July 1, 2002. [In the event that suppl enental
annuities are increased by |egislation enacted subsequent to
June 30, 2002, the additional liability for the increased
benefits to be anortized shall be funded in equal dollar annual

install ments over a period of ten years.] The additional

liabilities for supplenental annuities provided in section

8348.8 shall be calculated by the actuary as the suppl enent al

annuity contribution attributable to the additional liability

for the benefit increase, | ess the suppl enental annuity

adj ustnent factor cal culated in subsection (g), but in no case

shall it be |less than zero. The suns cal cul ated by the actuary
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shall be funded in equal dollar annual install ments over peri ods

of 20 vyears.

(e) Experience adjustnment factor.--

(1) For each year after the establishnent of the accrued
liability contribution rate for the fiscal year beginning
July 1, 2002, any increase or decrease in the unfunded
accrued liability, excluding the gains or |osses on the
assets of the health insurance account, due to actual
experience differing from assuned experience, changes in
actuarial assunptions, changes in the ternms and conditions of
the benefits provided by the system by judicial,
adm ni strative or other processes other than |egislation,
including, but not limted to, reinterpretation of the
provisions of this part, shall be anortized in equal dollar
annual contributions over a period of ten years begi nning
with the July 1 second succeeding the actuarial val uation.

(2) Notw thstanding the provisions of paragraph (1), for
each year after the establishment of the accrued liability
contribution rate for the fiscal year beginning July 1, 2003,
any increase or decrease in the unfunded accrued liability,
excluding the gains or |osses on the assets of the health
i nsurance account, due to actual experience differing from
assumed experience, changes in actuarial assunptions, changes
in the terms and conditions of the benefits provided by the
system by judicial, adm nistrative or other processes other
than | egislation, including, but not limted to,
reinterpretation of the provisions of this part, shall be
anortized in equal dollar annual contributions over a period
of 30 years beginning with the July 1 second succeeding the

actuarial valuation determ ning said increases and decreases.
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(f) Prem um assistance contribution rate.--For each fiscal
year beginning with July 1, 1991, the total contribution rate as
cal cul ated according to this section shall be increased annually
in the full amount certified by the board as necessary to fund
t he prem um assi stance programin accordance with section 8509
(relating to health insurance prenm um assi stance progran)
not wi t hst andi ng any other provisions of this section.

(dg) Suppl enental annuity adjustnent factor.--Begi nning with

the fiscal year endi ng June 30, 2007, and continui ng annually

thereafter, any increase or decrease in the accrued liability

for annuitant nenber benefits due to the crediti ng of actual

i nterest shall be anortized in equal dollar annual install nents

over a period of 20 years beginning with July 1 next succeedi ng

t he actuari al val uati on.

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

8 8348.8. Suppl enmental annuities conmmenci ng 2007.

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

paynent after July 1, 2007, and annually thereafter, any

eliqgible benefit recipient shall be entitled to receive further

addi ti onal nonthly suppl enental annuities fromthe system These

shall be in addition to the suppl enental annuities provided for

in sections 8348 (relating to suppl enental annuities), 8348.1

(relating to additi onal supplenental annuities), 8348.2

(relating to further additi onal suppl enental annuities), 8348.3

(relating to suppl emental annuities commenci ng 1994), 8348.5

(relating to suppl emental annuities commenci ng 1998), 8348.6

(relating to suppl enental annuities conmmenci ng 2002) and 8348. 7

(relating to suppl enental annuities conmenci ng 2003).

(b)Y Anmpbunts of suppl enental annuities.--Beginning July 1,

2007, and annually thereafter, the anpunts of the suppl enent al
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annui ti es payabl e pursuant to this section shall be cal cul at ed

by applying the | esser of 3% or the percentage change in the

Consuner Price Index for Al U ban Consuners (CPlI-U) for the

Pennsyl vani a, New Jersey, Del aware and Maryl and area, for the

nost recent 12-nonth period for which fiqures have been

officially reported by the Bureau of Labor Statistics of the

United States Departnment of Labor, immediately prior to the date

the adjustnment is due to take effect, to the then-current

annui ty anount.

(c) Paynent.--The additional nonthly suppl enental annuities

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 annuities

not be paid.

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

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

terns and conditions as provided under the option plan in effect

July 1, 2007.

(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 additional liability for the increase in

benefits provided by this section shall be funded in equal

dol |l ar annual installnents over a period of 20 years begi nni ng

July 1, 2008.

(g) Definition.--As used in this section, the term"eliqible

benefit recipient" means 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, 2007.

20070H0545B0615 - 8 -



1 Section 4. This act shall take effect immediately.
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