SENATE ANVENDED
PRI OR PRI NTER S NOS. 230, 1493 PRINTER S NO. 1778

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 229 =%

| NTRODUCED BY MOWERY, W W FOSTER, KENNEDY, PUNT,
A. C FOSTER, JR , WVENGER, JACKSON, MADI GAN, MERRY,
MACKOWBKI , WASS, VROON, SPITZ, BRANDT, LEVI, MANM LLER
PETERSON, NOYE, DI NI NNI, CESSAR, HAYES, B. SM TH, GEORGE
LEVI, KOMLYSHYN, RASCO, PHI LLIPS AND SI RI ANNI,
JANUARY 26, 1981

SENATOR HOMNARD, FI NANCE, | N SENATE, AS AMENDED, JUNE 9, 1981

AN ACT
Creating the Public Enployee Retirenent Study Conmmi ssion to nake
a continuing study of all public enployee retirenment and
pensi on systens; and maki ng an appropriation.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the "Public
Enpl oyee Retirenment Study Comm ssion Act.”
Section 2. Legislative findings and intent.
(a) Findings.--The General Assenbly finds and decl ares as
fol | ows:
(1) The State Enpl oyees' Retirenment System costs
t axpayers hundreds of mllions of dollars annually.
(2) A Pennsylvani a Econony League study found the Public

School Enpl oyees' Retirenment System has enornous unfunded

l[iability and the sane study indicated that the high cost of
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Commonweal th retirenent systens results partially fromthe
CGeneral Assenbly's failure to devel op and enforce a policy
governing retirenent of public enployees and its failure to
exam ne proposed pension changes for |ong-range costs.

(3) The Departnent of Community Affairs had investigated
| ocal governnent pension funds pursuant to the act of
Decenber 6, 1972 (P.L.1383, No.293), entitled "An act
requiring municipal pension systens to have an actuari al
i nvestigation of the fund made by an actuary who shall report

his findings to the Departnment of Community Affairs,” and has
found consi derabl e serious and growi ng unfunded liabilities
in local government pension funds.
(4) The General Assenbly has passed | egislation creating
t hree i ndependent Statew de pension systens pursuant to:
(1) Act of February 1, 1974 (P.L.34, No.15), known
as the "Pennsyl vania Minicipal Retirenment Law. "
(i) 71 Pa.C. S. Part XXV, known as the "State
Enpl oyees' Retirenment Code."
(iti1) 24 Pa.C.S. Part IV, known as the "Public
School Enpl oyees' Retirenment Code."
Al'l of which shall serve as the foundation for further study
and i npl ementation of actuarially sound public enployee
pensi on and retirenent systens.
(5) Various states have established comm ssions to
continuously nonitor and reconmend reforns for public
enpl oyee retirenment systens.
(6) Public enployee retirenent policy is of vital
concern to both the executive and | egi sl ative branches of
St at e gover nnent.

(b) Intent.--It is the intent of the General Assenbly in

19810H0229B1778 - 2 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

establishing the Public Enployee Retirenment Study Comm ssion to
provi de an ongoi ng mechani smto nonitor public enpl oyee
retirement plans and to assure their actuarial viability by
revi ew of proposed changes and reforns in the plans and to
review rel evant statutes.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have, unless the context clearly indicates otherw se, the
meani ngs given to themin this section:

"Actuarially sound plan.” A plan operated under supervision
of an actuary and which is being funded annually at a | evel not
| oner than the normal cost of the plan plus anortization of the
unfunded accrued liability within an established period of tine
after the effective date of the act creating the system

"Conmi ssion.” The Public Enployee Retirenent Study
Commi ssion created pursuant to this act.

"Public Enpl oyee Retirenent Plan." Any of the follow ng:

(1) State Enployees' Retirenment System created pursuant
to 71 Pa.C. S. Part XXV.

(2) Public School Enployees' Retirenent System created
pursuant to 24 Pa.C. S. Part |V.

(3) Municipal Retirement System created pursuant to the
act of February 1, 1974 (P.L.34, No.15).

(4) Any other independent pension or retirenent plan for
public officers and enpl oyees in the Commonweal t h.

(5) Pension or retirenment plans created pursuant to the
act of June 23, 1931 (P.L.932, No.317), known as "The Third
Class City Code."

(6) Pension or retirement plans created pursuant to the

act of May 29, 1956 (1955 P.L.1804, No.600), referred to as
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t he Muni ci pal Police Pension Law.
Section 4. Public Enpl oyee Retirenent Study Conmi ssion creat ed.

There is hereby created the Public Enpl oyee Retirenent Study
Commi ssion to review | egislation affecting public enpl oyee
pensi on and retirenent plans and to study on a continuing basis
publ i c enpl oyee pension and retirenment policy as inplenented at
both the State and | ocal |level, the interrelationships of the
several systens and their actuarial soundness and cost.
Section 5. Conm ssion nenbershi p.

(a) Legislative nenbers.--

(1) The President pro tenpore of the Senate, after
consultation with the Senate Mnority Leader, shall appoint
two nenbers of the Senate, one fromthe majority and one from
the mnority, to serve on the conm ssion

(2) The Speaker of the House of Representatives, after
consultation with the House Mnority Leader, shall appoint
two nenbers of the House, one fromthe majority and one from
the mnority, to serve on the conm ssion

(3) The legislative nmenbers of the comm ssion shal
serve on the conmm ssion for the duration of the ternms for
whi ch they were el ected.

(b) Gubernatorial appointnents.--

(1) The Governor shall appoint five additional mnenbers
to the comm ssion, no nore than three of whom shall be of the
same political party, with the advice and consent of a
majority of the Senate pursuant to the procedure established
in section 207.1, act of April 9, 1929 (P.L.177, No.175),
known as "The Adm nistrative Code of 1929."

(2) The nenbers appointed by the Governor shall be

representatives fromthe general public, one of whom shall be
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an active or retired nenber of a public enployee pension or
retirement plan. The nenbers shall haveknowledge BE SKILLED <—
AND KNOALEDGEABLE in the area of pension or retirenent peHey <—
SYSTEM MANAGEMENT. <—
(3) The nenbers of the comm ssion appointed by the
Governor shall serve ternms of six years, except those nenbers
initially selected, one of whomshall serve for two years,
one of whom shall serve for three years, one for four years,
one for five years and one for six years.
(c) Vacancies.--Vacancies in office shall be filled by the
appointing authority for the bal ance of the unexpired term
(d) Organization.--The comm ssion shall neet within 60 days
of its establishnent for the purpose of organi zing and sel ecting
of ficers who shall be chosen fromits nenbership. Thereafter
t he comm ssion shall neet as necessary at the call of the
conmmi ssion chairman, but in no case |less than six tinmes per
year.
(e) Nonlegislative nenbers shall be paid $50 a day for each
day spent in transacting conm ssion business not to exceed
$3,000 per year. Al nenbers shall be reinbursed for necessary
expenses in connection with their conm ssion duties.
Section 6. Powers and duties.
(A) I N CGENERAL. --The comm ssion shall have the follow ng <—
powers and duti es:
(1) To study generally the subject of retirenment, incone
after retirenent, disability and death benefits and the
retirement needs of public enployees. The conm ssion shal
have responsibility to formulate principles and objectives
applicable thereto and to recomrend any new |l egislation it

deens advi sabl e.
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1 (2) To analyze on its own or upon request fromeither

2 the Legislative or Executive Branch any bill relating to

3 publ i c enpl oyee retirenment or pension policy and issue a

4 report thereto in a tinely fashion. Such a report shall be

5 submtted to the General Assenbly and the Governor and shal

6 i ncl ude an assessnent of the actuarial soundness, feasibility

7 and cost of such |egislation.

8 (3) To review plans for actuarial soundness.

9 (4) To issue subpoenas in order to conpel testinony or
10 receive any information reasonably necessary in the process
11 of carrying out its mandated responsibilities.

12 (5) To cooperate with the several State and rmuni ci pal

13 retirement and pension boards on matters of nutual concern.
14 (6) To issue an annual public report to the Ceneral

15 Assenbly and the Governor, including but not limted to its
16 findings, recommendations and a summary of its activities.

17 (7) To hire an executive director and ot her appropriate
18 staff such as actuaries, |egal counsel, research anal ysts,

19 secretarial assistance and contract for consultant services
20 as may be within the limts of the appropriations avail abl e.
21 (8) To adopt bylaws for the conduct of its official

22 busi ness.

23 (9) To nonitor and evaluate fromtinme to tine all the

24 | aws and systens thereunder which relate to public enployee
25 pensi on and retirenent policy in the Commonweal t h.

26 (10) To study the relationship of retirenment and pension
27 policy to other aspects of public personnel policy and to the
28 ef fective operation of governnent generally.

29 (11) To examne the interrelationships anong public

30 enpl oyee pension and retirenent systens throughout the State.
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(12) To recommend to the General Assenbly a change in

t he process by which public enpl oyee pension and retirenent

| egislation is anal yzed and acted upon by the Legi sl ature.
(13) To issue actuarial notes pursuant to section 7.
(14) TO FORMULATE AND RECOMMEND PASSAGE OF LEQ SLATI ON,

WTH N ONE YEAR OF THE I NI TI AL MEETI NG OF THE COW SSI ON, TO

MANDATE ACTUARI AL FUNDI NG STANDARDS AND ESTABLI SH A RECOVERY

PROGRAM FOR MUNI Cl PAL PENSI ON SYSTEMS DETERM NED TO BE

FI NANCI ALLY DI STRESSED.

(15) TO PERFORM THE FUNCTI ONS AND HAVE ALL THE POWERS

AND DUTI ES HERETOFORE VESTED I N THE DEPARTMENT OF COVMUNI TY

AFFAI RS PURSUANT TO THE ACT OF DECEMBER 6, 1972 (P.L.1383,

NO. 293), ENTITLED "AN ACT REQUI RI NG MUNI Cl PAL PENSI ON SYSTEMS

TO HAVE AN ACTUARI AL | NVESTI GATI ON OF THE FUND MADE BY AN

ACTUARY WHO SHALL REPORT HI S FI NDI NGS TO THE DEPARTMENT OF

COVMUNI TY AFFAI RS. "

(B) PRIOCRITY.--THE COMW SSI ON SHALL CARRY OQUT ALL OF ITS
PONERS AND DUTI ES | MPOSED BY THI'S ACT BY FI RST ADDRESSI NG AND
COVWPLETI NG | TS DUTI ES WTH REGARD TO THE MUNI Cl PAL GOVERNMENT
RETI REMENT SYSTEMS BEFORE EXERCI SI NG ANY OF | TS POAERS AND
DUTI ES WTH REGARD TO THE OTHER RETI REMENT PLANS ENUMERATED I N
SECTI ON 3.

Section 7. Actuarial notes.

(a) Note required for bills.--Except as ot herw se provided
in subsection (f)(1), no bill proposing any change relative to a
publ i c enpl oyee pension or retirenent plan shall be given second
consideration in either House of the General Assenbly, until the
commi ssion has attached an actuarial note prepared by an
enrol | ed pension actuary which shall include a reliable estinmate

of the cost and actuarial effect of the proposed change in any
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such pension or retirement system

(b) Note required for amendnents. --Except as ot herw se
provided in subsection (f) (2), no amendnent to any bill
concerning any public enpl oyee pension or retirenment plan shal
be consi dered by either House of the General Assenbly until an
actuarial note prepared by an enroll ed pension actuary has been
attached.

(c) Preparation of note.--The conmm ssion shall select an
enrol | ed pension actuary to prepare an actuarial note which
shall include a reliable estimate of the financial and actuari al
ef fect of the proposed change in any such pension or retirenent
system

(d) Contents of note.--The actuarial note shall be factual,
and shall, if possible, provide a reliable estinate of both the
i medi ate cost and effect of the bill and, if determ nable or
reasonably foreseeable, the long range actuarial cost and effect
of the measure.

(e) Notes for proposed constitutional anendnents.--The
commi ssion shall issue an actuarial note, prepared by an
enrol | ed pension actuary, for any joint resolution proposing an
anmendnent to the Constitution of Pennsylvania which initially
passes either House of the General Assenbly. If said joint
resolution is subsequently anmended and passes either House of
the General Assenbly, a new actuarial note shall be prepared.

(f) Effect of failure of comm ssion to attach note. --

(1) |If the commssion fails to attach an actuarial note
within 25 25 |l egislative days after a bill proposing a change
relative to a public enployee pension or retirenent plan has
received first consideration in either House of the General

Assenbly, the bill may be further considered in the sane
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manner as if the actuarial note had been attached to the
bill.

(2) If the commission fails to attach an actuarial note
within 35 25 | egislative days after an amendnent to a bill <—
proposi ng a change relative to a public enpl oyee pension or
retirement has subnmitted to the comm ssion, the anendnent may
be considered in the same manner as if the actuarial note had
been attached to the anendnent.

SECTION 8. MJNI Cl PAL PENSI ON ADVI SORY COW TTEE. <—
THE COW SSI ON SHALL APPO NT A MUNI Cl PAL PENSI ON ADVI SORY
COW TTEE COMPOSED OF ONE MUNI Cl PAL OFFI CI AL OR EMPLOYEE
NOM NATED BY EACH OF THE FOLLOW NG MUNI Cl PAL ASSOCI ATI ONS:  THE
PENNSYLVANI A LEAGUE OF CI TI ES; THE PENNSYLVANI A STATE
ASSOCI ATI ON OF BOROUGHS; THE PENNSYLVANI A STATE ASSOCI ATI ON OF
TOMSHI P SUPERVI SORS; THE PENNSYLVANI A STATE ASSOCI ATI ON OF
TOMSH P COW SSI ONERS; THE PENNSYLVANI A STATE ASSOCI ATI ON OF
COUNTY COW SSI ONERS AND THE PENNSYLVANI A MUNI CI PAL AUTHORI Tl ES
ASSOCI ATI ON. MEMBERS OF THE ADVI SORY COWM TTEE MAY NOT BE
MEMBERS OF THE COMM SSI ON. THE COWM TTEE SHALL ORGANI ZE BY
ELECTING I TS OMN OFFI CERS AND BY ESTABLI SHI NG RULES OF
PROCEDURE. THE ADVI SORY COWM TTEE SHALL MEET WTH THE COMM SSI ON
AT STATED TI MES FI XED BY THE COWM SSI ON, BUT NOT LESS THAN ONCE
A YEAR, AT VHICH TIME THE ACTIVITIES OF THE COW SSI ON W LL BE
DI SCUSSED AND THE COMM TTEE MAY PRESENT | NFORVATI ON AND MAKE
RECOVMENDATI ONS. THE ADVI SCRY COW TTEE MAY MEET AT SUCH OTHER
TIMES AS | T MAY DETERM NE AND MAY FORWARD | NFORVATI ON AND
RECOVMENDATI ONS TO THE COW SSI ON. COW TTEE MEMBERS SHALL BE
REI MBURSED ONLY FOR ACTUAL EXPENSES | NCURRED | N CONNECTI ON W TH
THEI R OFFI CI AL DUTI ES.

Section 8 9. Appropriation. <—

19810H0229B1778 - 9 -



© o0 N oo o A~ wWw N P

10
11
12
13
14
15
16
17
18

The sum of $200, 000 is hereby appropriated for the fiscal

year 1981-1982 to the conmi ssion for the paynent of its

expenses.
Section 9 10. Review of conm ssion activities. <—
(a) Joint review --If no other statute requires agencies of

t he Comonweal th to undergo a periodic review of their
activities, the Public Enployee Retirenment Study Comm ssion
shall, each six years after its establishnent, undergo a joint
review of its usefulness by a commttee of the Senate designated
by the President pro tenpore and a commttee of the House of
Represent ati ves appoi nted by the Speaker. The conmittees shal
report their findings to the General Assenbly.

(b) Review under other statutes.--1f another statute
requires the periodic review of agencies of the Commonweal t h,
the Public Enpl oyee Retirenent Study Comm ssion shall be subject
to that statute.

Section 40 11. Effective date. <—

This act shall take effect inmediately.

L11L71RAW 19810H0229B1778 - 10 -



