SENATE AMENDED

PRI OR PRINTER S NO. 104 PRINTER S NO. 3060

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 85 %%

| NTRODUCED BY O BRI EN, THOMVAS, BELFANTI, HORSEY, N CKOL, PRESTON

AND McCALL, FEBRUARY 3, 2003
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AN ACT
Amendi ng Ftte TITLES 24 (EDUCATI ON) AND 71 (State Governnent)
of the Pennsylvania Consolidated Statutes, further providing
FOR ACTUARI AL COST METHOD AND for the class of service for
bai | conm ssi oners.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
SECTI ON 1. SECTION 8328(A), (C AND (E) OF TITLE 24 OF THE
PENNSYLVANI A CONSOLI DATED STATUTES ARE AMENDED TO READ:
§ 8328. ACTUARI AL COST METHOD.
(A) EMPLOYER CONTRI BUTI ON RATE ON BEHALF OF ACTI VE

MEMBERS. - - THE AMOUNT OF THE TOTAL EMPLOYER CONTRI BUTI ONS ON

BEHALF OF ALL ACTI VE MEMBERS SHALL BE COWPUTED BY THE ACTUARY AS

A PERCENTAGE OF THE TOTAL COVPENSATI ON OF ALL ACTI VE MEMBERS
DURI NG THE PERI GD FOR WHI CH THE AMOUNT | S DETERM NED AND SHALL
BE SO CERTI FI ED BY THE BOARD. THE TOTAL CONTRI BUTI ON RATE ON



© 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

BEHALF OF ALL ACTI VE MEMBERS SHALL CONSI ST OF THE NORVAL

CONTRI BUTI ON RATE AS DEFI NED | N SUBSECTI ON (B), THE ACCRUED

LI ABI LI TY CONTRI BUTI ON RATE AS DEFI NED I N SUBSECTI ON (C) AND THE
SUPPLEMENTAL ANNUI TY CONTRI BUTI ON RATE AS DEFI NED | N SUBSECTI ON
(D). [THE] BEG NNING JULY 1, 2004, THE TOTAL CONTRI BUTI ON RATE

SHALL BE MODI FI ED BY THE EXPERI ENCE ADJUSTMENT FACTORS AS
CALCULATED I N SUBSECTION (E) BUT I N NO CASE SHALL IT BE LESS
THAN [ 1% 4% PLUS THE PREM UM ASSI STANCE CONTRI BUTI ON RATE.

* x %

(© ACCRUED LI ABI LI TY CONTRI BUTI ON RATE. - -

(1) FOR THE FI SCAL YEAR BEG NNI NG JULY 1, 2002, THE
ACCRUED LI ABI LI TY CONTRI BUTI ON RATE SHALL BE COMPUTED AS THE
RATE OF TOTAL COVPENSATI ON OF ALL ACTI VE MEMBERS WH CH SHALL
BE CERTI FI ED BY THE ACTUARY AS SUFFI CI ENT TO FUND OVER A
PERI GD OF TEN YEARS FROM JULY 1, 2002, THE PRESENT VALUE OF
THE LI ABI LI TIES FOR ALL PROSPECTI VE BENEFI TS OF ACTI VE
MEMBERS, EXCEPT FOR THE SUPPLEMENTAL BENEFI TS PROVI DED I N
SECTI ONS 8348, 8348.1, 8348.2, 8348.3, 8348.4, 8348.5, 8348.6
AND 8348. 7, I N EXCESS OF THE TOTAL ASSETS IN THE FUND
( CALCULATED BY RECOGNI ZI NG THE ACTUARI ALLY EXPECTED
I NVESTMENT RETURN | MVEDI ATELY AND RECOGNI ZI NG THE DI FFERENCE
BETWEEN THE ACTUAL | NVESTMENT RETURN AND THE ACTUARI ALLY
EXPECTED | NVESTMENT RETURN OVER A FI VE- YEAR PERI QD) ,

EXCLUDI NG THE BALANCE | N THE ANNUI TY RESERVE ACCOUNT, AND OF
THE PRESENT VALUE OF NORVAL CONTRI BUTI ONS AND OF MEMBER
CONTRI BUTI ONS PAYABLE W TH RESPECT TO ALL ACTI VE MEMBERS ON
JULY 1, 2002, DURI NG THE REMAI NDER OF THEI R ACTI VE SERVI CE.

(2) THEREAFTER, THE AMOUNT OF EACH ANNUAL ACCRUED
LI ABI LI TY CONTRI BUTI ON SHALL BE EQUAL TO THE AMOUNT OF SUCH
CONTRI BUTI ON FOR THE FI SCAL YEAR, BEG NNI NG JULY 1, 2002,
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EXCEPT THAT, IF THE ACCRUED LI ABILITY IS | NCREASED BY
LEG SLATI ON ENACTED SUBSEQUENT TO JUNE 30, 2002, BUT BEFORE

JULY 1, 2003, SUCH ADDI TI ONAL LI ABILITY SHALL BE FUNDED OVER

A PERI GD OF TEN YEARS FROM THE FI RST DAY OF JULY, CO NCI DENT
WTH OR NEXT FOLLOW NG THE EFFECTI VE DATE OF THE | NCREASE.
THE AMOUNT OF EACH ANNUAL ACCRUED LI ABI LI TY CONTRI BUTI ON FOR
SUCH ADDI TI ONAL LEGQ SLATI VE LI ABI LI TI ES SHALL BE EQUAL TO THE
AMOUNT OF SUCH CONTRI BUTI ON FOR THE FI RST ANNUAL PAYMENT.

(3)  NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW

BEG NNI NG JULY 1, 2004, THE OUTSTANDI NG BALANCE OF THE

I NCREASE N ACCRUED LIABILITY DUE TO THE CHANGE I N BENEFI TS

ENACTED I N 2001 _AND THE OUTSTANDI NG BALANCE OF THE NET

ACTUARI AL LOSS I NCURRED I'N FI SCAL YEAR 2000-2001 SHALL BE

AMORTI ZED I N EQUAL DOLLAR ANNUAL CONTRI BUTI ONS OVER A PERI CD

THAT ENDS 30_YEARS AFTER JULY 1, 2002, AND THE OUTSTANDI NG

BALANCE OF THE NET ACTUARI AL LGSS | NCURRED I N FI SCAL YEAR

2001-2002 SHALL BE AMORTI ZED I N EQUAL DOLLAR ANNUAL

CONTRI BUTI ONS OVER A PERI OD THAT ENDS 30 YEARS AFTER JULY 1,

2003. FOR FI SCAL_YEARS BEG NNI NG ON OR AFTER JULY 1, 2004, |F

THE ACCRUED LIABILITY IS I NCREASED BY LEG SLATI ON ENACTED

SUBSEQUENT TO JUNE 30, 2003, SUCH ADDI TIONAL LIABILITY SHALL

BE _FUNDED | N EQUAL DOLLAR ANNUAL CONTRI BUTI ONS OVER A PERI CD

OF _TEN YEARS FROM THE FI RST DAY OF JULY CO NCI DENT W TH OR

NEXT _FOLLOW NG THE EFFECTI VE DATE OF THE | NCREASE.

* * %

(E) EXPERI ENCE ADJUSTMENT FACTCOR. - -

(1) FOR EACH YEAR AFTER THE ESTABLI SHVENT OF THE ACCRUED
LI ABI LI TY CONTRI BUTI ON RATE FOR THE FI SCAL YEAR BEG NNI NG
JULY 1, 2002, ANY | NCREASE OR DECREASE I N THE UNFUNDED
ACCRUED LI ABI LI TY, EXCLUDI NG THE GAINS OR LOSSES ON THE
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1 ASSETS OF THE HEALTH | NSURANCE ACCOUNT, DUE TO ACTUAL

2 EXPERI ENCE DI FFERI NG FROM ASSUMED EXPERI ENCE, CHANGES I N

3 ACTUARI AL ASSUMPTI ONS, CHANGES | N THE TERMS AND CONDI TI ONS OF
4 THE BENEFI TS PROVI DED BY THE SYSTEM BY JUDI Cl AL,

5 ADM NI STRATI VE OR OTHER PROCESSES OTHER THAN LEG SLATI ON,

6 I NCLUDI NG, BUT NOT LIM TED TO, REI NTERPRETATI ON OF THE

7 PROVI SIONS OF THI' S PART, SHALL BE AMORTI ZED | N EQUAL DOLLAR
8 ANNUAL [ 1 NSTALLMENTS] CONTRI BUTI ONS OVER A PERI OD OF TEN

9 YEARS BEG NNI NG W TH THE JULY 1 SECOND SUCCEEDI NG THE

10 ACTUARI AL VALUATI ON

11 (2) NOTW THSTANDI NG THE PROVI SI ONS OF PARAGRAPH (1), FOR
12 EACH YEAR AFTER THE ESTABLI SHMENT OF THE ACCRUED LIABILITY

13 CONTRI BUTI ON RATE FOR THE FI SCAL YEAR BEG NNI NG JULY 1, 2003,
14 ANY | NCREASE OR DECREASE | N THE UNFUNDED ACCRUED LI ABILITY,
15 EXCLUDI NG THE GAINS OR LOSSES ON THE ASSETS OF THE HEALTH

16 | NSURANCE ACCOUNT, DUE TO ACTUAL EXPERI ENCE DI FFERI NG FROM

17 ASSUMED EXPERI ENCE, CHANGES | N ACTUARI AL ASSUVPTI ONS, CHANGES
18 IN THE TERMS AND CONDI TI ONS OF THE BENEFI TS PROVI DED BY THE
19 SYSTEM BY JUDI ClI AL, ADM NI STRATI VE OR OTHER PROCESSES OTHER
20 THAN LEG SLATION, INCLUDING BUT NOT LIMTED TG,
21 REI NTERPRETATI ON OF THE PROVI SIONS OF THIS PART, SHALL BE
22 AVMORTI ZED | N EQUAL DOLLAR ANNUAL CONTRI BUTI ONS OVER A PERI OD
23 OF 30 YEARS BEG NNING WTH THE JULY 1 SECOND SUCCEEDI NG THE
24 ACTUARI AL VALUATI ON DETERM NI NG SAI D | NCREASES AND DECREASES.
25 * x *
26 SECTION 2. SECTI ONS 5306(B) AND 5508(A), (C) AND (F) OF
27 TITLE 71 ARE AMENDED TO READ
28 8 5306. dasses of service.
29 * x *
30 (b) Oher class nmenbership.--A State enpl oyee who is a
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menber of a class of service other than Cass A on the effective
date of this part shall retain his nmenbership in that class
until such service is discontinued; any service thereafter shal
be credited as Cass A service, Cass AA service or Cass D4

service as provided for in this section. Notw thstandi hg any

other provision of this section, a State enpl oyee who i s

appoi nted bail conm ssi oner of the Phil adel phia Mini ci pal Court

under 42 Pa.C.S. 8 1123(a)(5) (relating to jurisdiction and

venue) may within 30 days of the effective date of this sentence

or within 30 days of his initial appointnent as a bai

commi ssi oner, whichever is later, elect Cass E-2 service credit

for service perforned as a bail conm ssioner after the effective

date of this sentence. This class of service nmultiplier for E-2

service as a bail conmm ssioner shall be 1.5.

* * %
. > Thi t shall take effect in 45 days. <—
§ 5508. ACTUARI AL COST METHCD. <—

(A) EMPLOYER CONTRI BUTI ON RATE ON BEHALF OF ACTI VE
MEMBERS. - - THE AMOUNT OF THE COMMONVEALTH AND OTHER EMPLOYER
CONTRI BUTI ONS ON BEHALF OF ALL ACTI VE MEMBERS SHALL BE COVPUTED
BY THE ACTUARY AS A PERCENTAGE OF THE TOTAL COVPENSATI ON OF ALL
ACTI VE MEMBERS DURI NG THE PERI GD FOR WHI CH THE AMOUNT 1| S
DETERM NED AND SHALL BE SO CERTI FI ED BY THE BOARD. THE TOTAL
EMPLOYER CONTRI BUTI ON RATE ON BEHALF OF ALL ACTI VE MEMBERS SHALL
CONSI ST OF THE EMPLOYER NORVAL CONTRI BUTI ON RATE, AS DEFI NED | N
SUBSECTI ON (B), AND THE ACCRUED LI ABI LI TY CONTRI BUTI ON RATE AS
DEFI NED | N SUBSECTI ON (C). THE TOTAL EMPLOYER CONTRI BUTI ON RATE
SHALL BE MODI FI ED BY THE EXPERI ENCE ADJUSTMENT FACTOR AS
CALCULATED I N SUBSECTION (F) BUT I N NO CASE SHALL IT BE LESS
THAN ZERO. [ BEG NNI NG JULY 1, 2004, THE] THE TOTAL EMPLOYER
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1 CONTRI BUTI ON RATE SHALL BE MODI FI ED BY THE EXPERI ENCE ADJUSTMENT

2 FACTOR AS CALCULATED I N SUBSECTION (F), BUT IN NO CASE SHALL IT

3 BE LESS THAN [1%]:

4
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(1) 2% FOR THE FI SCAL_YEAR BEG NNING JULY 1, 2004;

(2) 3% FOR THE FI SCAL_YEAR BEG NNING JULY 1, 2005; AND

(3) 4% FOR THE FI SCAL_YEAR BEG NNING JULY 1, 2006.

* * %

(© ACCRUED LI ABI LI TY CONTRI BUTI ON RATE. - -

(1) FOR THE FI SCAL YEAR BEG NNI NG JULY 1, 2002, THE
ACCRUED LI ABI LI TY CONTRI BUTI ON RATE SHALL BE COMPUTED AS THE
RATE OF TOTAL COVPENSATI ON OF ALL ACTI VE MEMBERS VWH CH SHALL
BE CERTI FI ED BY THE ACTUARY AS SUFFI CI ENT TO FUND OVER A
PERI GD OF TEN YEARS FROM JULY 1, 2002, THE PRESENT VALUE OF
THE LI ABI LI TI ES FOR ALL PROSPECTI VE BENEFI TS, EXCEPT FOR THE
SUPPLEMENTAL BENEFI TS AS PROVI DED I N SECTI ONS 5708, 5708. 1,
5708.2, 5708.3, 5708.4, 5708.5, 5708.6, 5708.7 AND 5708.8, IN
EXCESS OF THE TOTAL ASSETS IN THE FUND ( CALCULATED
RECOGNI ZI NG ALL | NVESTMENT GAI NS AND LOSSES OVER A FI VE- YEAR
PERI OD), EXCLUDI NG THE BALANCE | N THE SUPPLEMENTAL ANNUI TY
ACCOUNT, AND THE PRESENT VALUE OF EVMPLOYER NORVAL
CONTRI BUTI ONS AND OF MEMBER CONTRI BUTI ONS PAYABLE W TH
RESPECT TO ALL ACTI VE MEMBERS ON DECEMBER 31, 2001, AND
EXCLUDI NG CONTRI BUTI ONS TO BE TRANSFERRED BY COUNTY
RETI REMENT SYSTEMS OR PENSI ON PLANS PURSUANT TO SECTI ON
5507(C) (RELATI NG TO CONTRI BUTI ONS BY THE COVMONVEALTH AND
OTHER EMPLOYERS). THE AMOUNT OF EACH ANNUAL ACCRUED LI ABI LI TY
CONTRI BUTI ON SHALL BE EQUAL TO THE AMOUNT OF SUCH
CONTRI BUTI ON FOR THE FI SCAL YEAR BEG NNI NG JULY 1, 2002,
EXCEPT THAT, IF THE ACCRUED LI ABILITY IS | NCREASED BY
LEG SLATI ON ENACTED SUBSEQUENT TO JUNE 30, 2002, BUT BEFORE

20030H0085B3060 - 6 -



© 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

JULY 1, 2003, SUCH ADDI TI ONAL LI ABILITY SHALL BE FUNDED OVER

A PERI GD OF TEN YEARS FROM THE FI RST DAY OF JULY, CO NCI DENT
WTH OR NEXT FOLLOW NG THE EFFECTI VE DATE OF THE | NCREASE.
THE AMOUNT OF EACH ANNUAL ACCRUED LI ABI LI TY CONTRI BUTI ON FOR
SUCH ADDI TI ONAL LEGQ SLATI VE LI ABI LI TI ES SHALL BE EQUAL TO THE
AMOUNT OF SUCH CONTRI BUTI ON FOR THE FI RST ANNUAL PAYMENT.

(2)  NOTW THSTANDI NG ANY OTHER PROVI SI ON OF LAW

BEG NNI NG JULY 1, 2004, THE OUTSTANDI NG BALANCE OF THE

I NCREASE N ACCRUED LIABILITY DUE TO THE CHANGE I N BENEFI TS

ENACTED I N 2001 SHALL BE AMORTI ZED IN EQUAL DOLLAR ANNUAL

CONTRI BUTI ONS OVER A PERI OD THAT ENDS 30 YEARS AFTER JULY 1,

2002, AND THE OUTSTANDI NG BALANCE OF THE NET ACTUARI AL LGSS

I NCURRED |N CALENDAR YEAR 2002 SHALL BE AMORTI ZED I N EQUAL

DOLLAR ANNUAL _CONTRI BUTI ONS OVER A PERI GD THAT ENDS 30 YEARS

AFTER JULY 1, 2003. FOR FI SCAL_YEARS BEG NNI NG ON OR AFTER

JULY 1, 2004, IF THE ACCRUED LIABILITY IS | NCREASED BY

LEG SLATI ON ENACTED SUBSEQUENT TO JUNE 30, 2003, SUCH

ADDI TIONAL LIABILITY SHALL BE FUNDED I N EQUAL DOLLAR ANNUAL

CONTRI BUTI ONS OVER A PERI GD OF TEN YEARS FROM THE FI RST DAY

OF JULY CO NCIDENT WTH OR NEXT FOLLOW NG THE EFFECTI VE DATE

OF THE | NCREASE.

* * %

(F) EXPERI ENCE ADJUSTMENT FACTCOR. - -

(1) FOR EACH YEAR AFTER THE ESTABLI SHVENT OF THE ACCRUED
LI ABI LI TY CONTRI BUTI ON RATE FOR THE FI SCAL YEAR BEG NNI NG
JULY 1, 2002, ANY | NCREASE OR DECREASE I N THE UNFUNDED
LI ABI LI TY, | NCLUDI NG LI ABI LI TY FOR SUPPLEMENTAL ANNUI TI ES,
DUE TO ACTUAL EXPERI ENCE DI FFERI NG FROM ASSUMED EXPERI ENCE,
CHANCES | N ACTUARI AL ASSUMPTI ONS, CHANGES I N THE TERMS AND
CONDI TI ONS OF THE BENEFI TS PROVI DED BY THE SYSTEM BY
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1 JUDI CI AL, ADM NI STRATI VE OR OTHER PROCESSES OTHER THAN
2 LEG SLATI ON, | NCLUDI NG BUT NOT LIMTED TO, REI NTERPRETATI ON
3 OF THE PROVI SIONS OF THI S PART, SHALL BE AMORTI ZED | N EQUAL
4 DOLLAR ANNUAL [ | NSTALLMENTS] CONTRI BUTI ONS OVER A PERI OD OF
5 TEN YEARS BEG NNI NG W TH THE JULY 1 SUCCEEDI NG THE ACTUARI AL
6 VALUATI ON.
7 (2) NOTW THSTANDI NG THE PROVI SI ONS OF PARAGRAPH (1), FOR
8 EACH YEAR AFTER THE ESTABLI SHVENT OF THE ACCRUED LIABILITY
9 CONTRI BUTI ON RATE FOR THE FI SCAL_YEAR BEG NNI NG JULY 1, 2003,
10 ANY | NCREASE OR DECREASE I N THE UNFUNDED ACCRUED LIABILITY
11 DUE TO ACTUAL EXPERI ENCE DI FFERI NG FROM ASSUMVED EXPERI ENCE,
12 CHANGES | N ACTUARI AL _ASSUMPTI ONS, CHANGES IN THE TERMS AND
13 CONDI TI ONS OF THE BENEFI TS PROVI DED BY THE SYSTEM BY
14 JUDI CI AL, ADM NI STRATI VE OR OTHER PROCESSES OTHER THAN
15 LEG SLATION, INCLUDING BUT NOT LIMTED TO _REI NTERPRETATI ON
16 OF THE PROVISIONS OF THI S PART, SHALL BE AMORTI ZED I N EQUAL
17 DOLLAR ANNUAL _CONTRI BUTI ONS OVER A PERI GD OF 30 YEARS
18 BEG NNI NG WTH THE JULY 1 SUCCEEDI NG THE ACTUARI AL VALUATI ON
19 DETERM NI NG SAI D | NCREASES AND DECREASES.
20 * x %
21 SECTION 3. TH S ACT SHALL TAKE EFFECT AS FOLLOWE:
22 (1) THE AVENDMENT OF 71 PA.C.S. § 5306(B) SHALL TAKE
23 EFFECT | N 45 DAYS.
24 (2) THE REMAI NDER OF THI S ACT SHALL TAKE EFFECT
25 | MVEDI ATELY.
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