PRIOR PRINTER'S NO. 191 PRINTER'S NO. 2284

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
NO 7 Session of

2013
INTRODUCED BY FOLMER, VOGEL, ARGALL, MENSCH, SCARNATI, BOSCOLA,
RAFFERTY, ALLOWAY, VULAKOVICH, HUTCHINSON, WHITE, GORDNER,
WAUGH, WARD, BREWSTER, EICHELBERGER AND BROWNE,
JANUARY 23, 2013

SENATOR BRUBAKER, FINANCE, AS AMENDED, SEPTEMBER 16, 2014
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AMENDING TITLES 24 (EDUCATION), 71 (STATE GOVERNMENT) AND 72 <--
(TAXATION AND FISCAL AFFAIRS) OF THE PENNSYLVANIA
CONSOLIDATED STATUTES, FURTHER PROVIDING FOR ACTUARIAL COST
METHOD AND FOR ADMINISTRATIVE DUTIES OF BOARD; PROVIDING FOR
TAXPAYER PROTECTION; AND MAKING A RELATED REPEAL.

The General Assembly of the Commonwealth of Pennsylvania
hereby enacts as follows:
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SECTION 1. SECTION 8328(E) (1) OF TITLE 24 OF THE

PENNSYLVANIA CONSOLIDATED STATUTES IS AMENDED TO READ:

§ 8328. ACTUARIAL COST METHOD.

*x Kx  %

(E) EXPERIENCE ADJUSTMENT FACTOR.--

(1) FOR EACH YEAR AFTER THE ESTABLISHMENT OF THE ACCRUED
LIABILITY CONTRIBUTION RATE FOR THE FISCAL YEAR BEGINNING
JULY 1, 2011, ANY INCREASE OR DECREASE IN THE UNFUNDED
ACCRUED LIABILITY, EXCLUDING THE GAINS OR LOSSES ON THE
ASSETS OF THE HEALTH INSURANCE ACCOUNT, DUE TO ACTUAL
EXPERIENCE DIFFERING FROM ASSUMED EXPERIENCE, CHANGES IN
ACTUARIAL ASSUMPTIONS, CHANGES IN CONTRIBUTIONS CAUSED BY THE
FINAL CONTRIBUTION RATE BEING DIFFERENT FROM THE ACTUARIALLY
REQUIRED CONTRIBUTION RATE, ACTIVE MEMBERS MAKING SHARED-RISK
CONTRIBUTIONS OR CHANGES IN THE TERMS AND CONDITIONS OF THE
BENEFITS PROVIDED BY THE SYSTEM BY JUDICIAL, ADMINISTRATIVE
OR OTHER PROCESSES OTHER THAN LEGISLATION, INCLUDING, BUT NOT
LIMITED TO, REINTERPRETATION OF THE PROVISIONS OF THIS PART,

AND MONEY DISTRIBUTED TO THE BOARD BY THE STATE TREASURER

FROM THE PSERS/SERS UNFUNDED ACCRUED LIABILITY FUND, SHALL BE
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AMORTIZED AS A LEVEL PERCENTAGE OF COMPENSATION OVER A PERIOD
OF 24 YEARS BEGINNING WITH THE JULY 1 SECOND SUCCEEDING THE
ACTUARIAL VALUATION DETERMINING SAID INCREASES OR DECREASES.
* Kk x
SECTION 2. SECTION 8502 OF TITLE 24 IS AMENDED BY ADDING A
SUBSECTION TO READ:
§ 8502. ADMINISTRATIVE DUTIES OF BOARD.

*x Kx  *%

(Q) DISTRIBUTIONS FROM PSERS/SERS UNFUNDED ACCRUED LIABILITY

FUND.--THE BOARD IS AUTHORIZED TO ACCEPT MONEY PROVIDED BY THE

STATE TREASURER AS A RESULT OF A DISTRIBUTION FROM THE

PSERS/SERS UNFUNDED ACCRUED LIABILITY FUND.

SECTION 3. SECTION 5508 (F) (1) OF TITLE 71 IS AMENDED TO
READ:
§ 5508. ACTUARIAL COST METHOD.

* x

(F) EXPERIENCE ADJUSTMENT FACTOR.--

(1) FOR EACH YEAR AFTER THE ESTABLISHMENT OF THE ACCRUED
LIABILITY CONTRIBUTION RATE AND THE SUPPLEMENTAL ANNUITY
CONTRIBUTION RATE FOR THE FISCAL YEAR BEGINNING JULY 1, 2010,
ANY INCREASE OR DECREASE IN THE UNFUNDED ACCRUED LIABILITY
AND ANY INCREASE OR DECREASE IN THE LIABILITIES AND FUNDING
FOR SUPPLEMENTAL ANNUITIES, DUE TO ACTUAL EXPERIENCE
DIFFERING FROM ASSUMED EXPERIENCE (RECOGNIZING ALL REALIZED
AND UNREALIZED INVESTMENT GAINS AND LOSSES OVER A FIVE-YEAR

PERIOD), MONEY PROVIDED TO THE BOARD AS A RESULT OF A

DISTRIBUTION BY THE STATE TREASURER FROM THE PSERS/SERS

UNFUNDED ACCRUED LIABILITY FUND, CHANGES IN CONTRIBUTIONS

CAUSED BY THE FINAL CONTRIBUTION RATE BEING DIFFERENT FROM

THE ACTUARIALLY REQUIRED CONTRIBUTION RATE, STATE EMPLOYEES
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MAKING SHARED-RISK MEMBER CONTRIBUTIONS, CHANGES IN ACTUARIAL
ASSUMPTIONS OR CHANGES IN THE TERMS AND CONDITIONS OF THE
BENEFITS PROVIDED BY THE SYSTEM BY JUDICIAL, ADMINISTRATIVE
OR OTHER PROCESSES OTHER THAN LEGISLATION, INCLUDING, BUT NOT
LIMITED TO, REINTERPRETATION OF THE PROVISIONS OF THIS PART,
SHALL BE AMORTIZED IN EQUAL DOLLAR ANNUAL CONTRIBUTIONS OVER
A PERIOD OF 30 YEARS BEGINNING WITH THE JULY 1 SUCCEEDING THE
ACTUARIAL VALUATION DETERMINING SAID INCREASES OR DECREASES.
* * %
SECTION 4. SECTION 5902 OF TITLE 71 IS AMENDED BY ADDING A
SUBSECTION TO READ:
§ 5902. ADMINISTRATIVE DUTIES OF THE BOARD.

*x Kx  %

(P) DISTRIBUTIONS FROM THE PSERS/SERS UNFUNDED ACCRUED

LIABILITY FUND.--THE BOARD IS AUTHORIZED TO ACCEPT MONEY

PROVIDED TO THE BOARD AS A RESULT OF A DISTRIBUTION BY THE STATE

TREASURER FROM THE PSERS/SERS UNFUNDED ACCRUED LIABTILITY FUND.

SECTION 5. TITLE 72 IS AMENDED BY ADDING A CHAPTER TO READ:
CHAPTER 7

TAXPAYFER PROTECTION

701. SHORT TITLE OF CHAPTER.

702. DEFINITIONS.

703. SPENDING LIMITATIONS.

704. DISPOSITION OF SURPLUS FUNDS.

§ 701. SHORT TITLE OF CHAPTER.

THIS CHAPTER SHALL BE KNOWN AND MAY BE CITED AS THE TAXPAYER

PROTECTION ACT.

§ 702. DEFINITIONS.

THE FOLLOWING WORDS AND PHRASES WHEN USED IN THIS CHAPTER
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SHALL HAVE THE MEANINGS GIVEN TO THEM IN THIS SECTION UNLESS THE

CONTEXT CLEARLY INDICATES OTHERWISE:

"APPROPRIATION LIMIT." THE TOTAL OF THE AMOUNT APPROVED AS

EXECUTIVE AUTHORIZATIONS BY THE GOVERNOR PLUS THE TOTAL AMOUNTS

OF PREFERRED AND NONPREFERRED APPROPRIATIONS MADE BY THE GENERAL

ASSEMBLY FROM THE GENERAL FUND DURING THE FTISCAL YEAR

IMMEDIATELY PRIOR TO THE BUDGET YEAR UNDER CONSIDERATION,

ADJUSTED BY THE LESSER OF':

(1) THE AVERAGE PERCENTAGE CHANGE IN PERSONAL INCOME IN

THIS COMMONWEALTH FOR THE THREE PRECEDING CALENDAR YEARS AS

REPORTED BY THE FEDERAL GOVERNMENT OR AS DETERMINED PURSUANT

TO AN ACT OF THE GENERATL ASSEMBLY; OR

(2) THE AVERAGE PERCENTAGE CHANGE IN INFLATION FOR THE

THREE PRECEDING CALENDAR YEFARS PLUS THE AVERAGE PERCENTAGE

CHANGE IN THE STATE POPULATION FOR THE THREE PRECEDING YEARS

AS REPORTED BY THE ANNUAL FEDERAL CENSUS ESTIMATES, THE

NUMBER BEING ADJUSTED EVERY DECADE TO MATCH THE OFFICIAL

FEDERAL CENSUS.

"AVERAGE PERCENTAGE CHANGE IN INFLATION." THE AVERAGE OF THE

PERCENTAGE CHANGE FOR EACH OF THE THREE CATLENDAR YEARS, FROM

OCTOBER TO OCTOBER, IMMEDIATELY PRECEDING THE CALENDAR YEAR TN

WHICH A GIVEN EXECUTIVE BUDGET IS SUBMITTED BY THE GOVERNOR, IN

THE CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS (CPT-U), NOT

SEASONALLY ADJUSTED, ALL TITEMS INDEX OR ITS SUCCESSOR INDEX, AS

OFFICIALLY REPORTED BY THE UNITED STATES DEPARTMENT OF LABOR,

BUREAU OF LABOR STATISTICS.

"AVERAGE PERCENTAGE CHANGE IN PERSONAL INCOME." THE AVERAGE

OF THE PERCENTAGE CHANGE IN PERSONAL INCOME ESTIMATES FOR THIS

COMMONWEATLTH, FROM SECOND CALENDAR QUARTER TO SECOND CATLENDAR

QUARTER, FOR EACH OF THE THREE CALENDAR YEARS TIMMEDIATELY

20130SB0007PN2284 -9 -



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

30

PRECEDING THE CALENDAR YEAR IN WHICH A GIVEN EXECUTIVE BUDGET IS

SUBMITTED BY THE GOVERNOR, AS REPORTED BY THE UNITED STATES

DEPARTMENT OF COMMERCE, BUREAU OF ECONOMIC ANALYSIS, SQ4

QUARTERLY TNCOME SUMMARY FOR THIS COMMONWEALTH OR TTS SUCCESSOR

INDEX OR AS DETERMINED PURSUANT TO AN ACT OF THE GENERAL

ASSEMBLY.

"AVERAGE PERCENTAGE CHANGE IN STATE POPULATION." THE AVERAGE

OF THE PERCENTAGE CHANGE IN STATE POPULATION FOR EACH OF THE

THREE MOST RECENT YEARS TMMEDIATETLY PRECEDING THE CALENDAR YEAR

IN WHICH A GIVEN EXECUTIVE BUDGET IS SUBMITTED BY THE GOVERNOR,

AS REPORTED BY THE UNITED STATES CENSUS BUREAU FOR JULY 1 OF

EACH YFEAR.

"MANDATED SERVICE." A PROGRAM OR SERVICE ADMINISTERED BY A

POLITICAL SUBDIVISION OF THE COMMONWEALTH AS A RESULT OF BEING

REQUIRED TO PROVIDE THAT PROGRAM OR SERVICE BY STATE LAW.

"PSERS." THE PUBLIC SCHOOL EMPLOYEES' RETIREMENT SYSTEM.
"SERS." THE STATE EMPLOYEES' RETIREMENT SYSTEM.
"TOTAL SPENDING BY THE COMMONWEALTH." ALL GENERAL FUND

APPROPRIATIONS MADE BY THE GENERAL ASSEMBLY AND ALL

APPROPRTATTIONS FROM A CONSTITUTTIONALLY OR STATUTORILY

ESTABLISHED FUND CREATED AFTER THE EFFECTIVE DATE OF THIS

SECTION.

§ 703. SPENDING LIMITATIONS.

(A) GENERAL RULE.--TOTAL SPENDING BY THE COMMONWEALTH IN A

FISCAL YEAR SHALL NOT EXCEED THE SPENDING APPROPRIATION LIMIT AS

SET FORTH IN THIS CHAPTER.

(B) MANDATED EXPENSES FOR POLITICAL SUBDIVISIONS.--THE

STATE'S LIMIT UNDER SUBSECTION (A) SHALL BE REDUCED BY THE

AMOUNT OF THE REDUCTION IN STATE APPROPRTIATIONS TO A POLITICAL

SUBDIVISTON FOR ADMINISTRATION OF A MANDATED SERVICE, WITHOUT AN
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EQUAL OR GREATER REDUCTION IN STATE-MANDATED EXPENSES FOR THE

LOCAL GOVERNMENT OR A REPEAL OF THE MANDATE TO PROVIDE A PROGRAM

OR SERVICE.

(C) EXCEPTIONS.--THE APPROPRTATTION LIMIT OF THE COMMONWEATLTH

MAY BE EXCEEDED IN ANY FISCAL YEAR FOR THE FOLLOWING:

(1) TO RESPOND TO A PRESTIDENTTAL OR GUBERNATORIAL

DECLARATION OF EMERGENCY TF THE GENERAL ASSEMBLY APPROVES BY

TWO-THIRDS AFFIRMATIVE VOTE OF THE MEMBERS ELECTED TO EACH

HOUSE OF THE GENERATL ASSEMBLY. IN NO CASE SHALL THE EXCESS

SPENDING AUTHORIZED BY EXCEEDING THE APPROPRIATION LIMIT IN

THTIS MANNER BE INCLUDED IN THE COMPUTATION BASE OF THE

APPROPRIATION LIMIT FOR ANY SUBSEQUENT FISCAL YFAR.

(2) IN OTHER STTUATIONS IF THE GOVERNOR SO REQUESTS, IN

WRITING, 30 DAYS PRIOR TO THE CONSTITUTIONAL DEADLINE FOR

ADOPTION OF A BUDGET FOR THE NEXT EFISCAL YEAR, AND

SIMULTANEOUSLY PUBLISHES THAT WRITTEN NOTICE IN A NEWSPAPER

OF GENERATL CIRCULATION IN EACH COUNTY AND SENATORIAL AND

REPRESENTATIVE DISTRICT IN WHICH EACH NEWSPAPER SHALL BE

PUBLISHED, AND THE GENERAL ASSEMBLY SUBSEQUENTLY APPROVES BY

AN AFFTRMATIVE VOTE OF TWO-THTRDS OF THE MEMBERS ELECTED TO

EACH HOUSE OF THE GENERATL ASSEMBILY.

§ 704. DISPOSITION OF SURPLUS FUNDS.

(A) TRANSFER OF SURPLUS.--

(1) EXCEPT AS PROVIDED UNDER PARAGRAPH (2), FOR A FISCAL

YEAR IN WHICH THE GOVERNOR CERTIFIES THAT A SURPLUS EXISTS,

25% OF THAT SURPILUS SHALL BE DEPOSITED BY THE END OF THE NEXT

SUCCEEDING QUARTER INTO THE BUDGET STABILIZATION RESERVE EUND

ESTABLISHED IN SECTION 1701-A OF THE ACT OF APRIL 9, 1929

(P.1..343, NO.176), KNOWN AS THE FISCAL CODE, AND 25% OF THAT

SURPLUS SHALL BE DEPOSITED BY THE END OF THE NEXT SUCCEEDING
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QUARTER INTO THE TAXPAYER PROTECTION FUND WHICH IS HEREBY

ESTABLISHED IN THE STATE TREASURY AND 50% OF THAT SURPLUS

SHALL BE DEPOSITED BY THE END OF THE NEXT SUCCEEDING QUARTER

INTO THE PSERS/SERS UNFUNDED ACCRUED LIABILITY FUND WHICH IS

HEREBY ESTABLISHED IN THE STATE TREASURY.

(2) FOR A FISCAL YEAR IN WHICH THE STATE TREASURER

CERTIFTES THAT THE BATLANCE TN THE BUDGET STABILTZATION

RESERVE FUND EQUALS OR EXCEEDS 5% OF THE TOTAL OF ALL GENERAL

FUND APPROPRIATIONS, 25% OF THE SURPLUS CERTIFIED BY THE

GOVERNOR UNDER PARAGRAPH (1) SHALL BE DEPOSITED INTO THE

TAXPAYER PROTECTION FUND AND 75% OF THE SURPLUS CERTIFIED BY

THE GOVERNOR UNDER PARAGRAPH (1) SHALL BE DEPOSITED INTO THE

PSERS/SERS UNFUNDED ACCRUED LTIABTLITY FUND.

(B) DISTRIBUTION.—-—

(1) SUBJECT TO THE PROVISIONS OF SUBSECTION (C), THE

MONEY IN THE TAXPAYER PROTECTION FUND SHALL BE DISTRIBUTED TO

TAXPAYFRS WHO HAVE LTIABTILITY FOR THE TAX TIMPOSED UNDER

ARTICLE ITT OF THE ACT OF MARCH 4, 1971 (P.L.6, NO.2), KNOWN

AS THE TAX REFORM CODE OF 1971, THROUGH A REDUCTION IN THE

RATE OF THE TAX, WHICH REDUCTION SHALT BE ESTABLISHED BY AN

ACT OF THE GENERATL ASSEMBLY TO BE EFFECTIVE FOR JANUARY 1

THROUGH DECEMBER 31 OF THE SUBSEQUENT CALENDAR YEAR.

(2) THE SECRETARY OF THE BUDGET, IN CONJUNCTION WITH THE

SECRETARY OF REVENUE, SHALL CERTIFY THE RATE REDUCTION FOR

THE TAX TMPOSED UNDER ARTICLE TIIT OF THE TAX REFORM CODE OF

1971, FOR THE UPCOMING CALENDAR YEAR NO LATER THAN SEPTEMBER

30. THE NEW RATE SHALL BE PUBLISHED IN THE PENNSYLVANIA

BULLIETIN, POSTED ON THE STATE'S PUBLICLY ACCESSIBLE INTERNET

WEBSTITE AND REPORTED TO THE CHATRMAN AND MINORITY CHATRMAN OF

THE APPROPRTATIONS COMMITTEE OF THE SENATE AND THE CHATRMAN
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AND MINORITY CHATRMAN OF THE APPROPRIATIONS COMMITTEE OF THE

HOUSE OF REPRESENTATIVES.

(3) SUBJECT TO THE PROVISIONS OF SUBSECTION (C):

(1) THE MONEY IN THE PSERS/SERES UNFUNDED ACCRUED

LIABTLTTY FUND SHALTL BE DISTRIBUTED AS FOLLOWS WHEN BOTH

SYSTEMS HAVE AN UNFUNDED ACCRUED LIABILITY AS REFLECTED

IN THE MOST RECENT ACTUARIAL REPORT FOR EACH SYSTEM:

(A) TWO-THIRDS SHALL BE DISTRIBUTED TO PSERS.

(B) ONE-THTIRD SHALL BE DISTRIBUTED TO SERS.

(IT) IFF ONE SYSTEM NO LONGER HAS AN UNFUNDED ACCRUED

LIABTLITY, THEN ALL OF THE DISTRIBUTION SHALL BE PAID TO

THE SYSTEM THAT CONTINUES TO HAVE AN UNFUNDED ACCRUED

LTABILITY.

(C) ACCUMULATION.--NO MONEY SHALL BE DISTRIBUTED FROM THE

TAXPAYER PROTECTION FUND PURSUANT TO SUBSECTION (B) UNTIL THE

SECRETARY OF THE BUDGET CERTIFTIES THAT THE MONEY DEPOSITED IS

SUFFICIENT TO PROVIDE A REDUCTION OF AT LEAST 0.01% IN THE TAX

RATE OF TAXATION FOR THE TAX IMPOSED UNDER ARTICLE ITI OF THE

TAX REFORM CODE OF 1971.

(D) APPROPRIATED FUNDS.--THE GENERAT ASSEMBLY MAY AT ANY

TIME PROVIDE ADDITIONAL AMOUNTS FROM FUNDS AVAILABLE TO THE

COMMONWEALTH AS AN APPROPRIATION TO THE BUDGET STABILIZATION

RESERVE FUND OR TO THE PSERS/SERS UNFUNDED ACCRUED LIABILITY

FUND.
SECTION 6. REPEALS.
REPEALS ARE AS FOLLOWS:
(1) THE GENERAL ASSEMBLY DECLARES THAT THE REPEAL UNDER
PARAGRAPH (2) IS NECESSARY TO EFFECTUATE THE PROVISIONS OF
THIS ACT.

(2) SECTION 1702-A OF THE ACT OF APRIL 9, 1929 (P.L.343,
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1 NO.176), KNOWN AS THE FISCAL CODE, IS REPEALED.
2 SECTION 7. EFFECTIVE DATE.

3 THIS ACT SHALL TAKE EFFECT IMMEDIATELY.
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