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AN ACT
Amrending Title 24 (Education) of the Pennsylvani a Consol i dated
Statutes, further providing for taxation, attachnment and
assi gnment of funds; establishing the Public School
Enpl oyees' Benefit Board and providing for its powers and
duties; requiring a school enployee benefits study and
eval uation; providing for a Statew de health benefits program
for public school enployees, for alternative neasures for
cost reduction and for a retirenment health savings plan; and
establishing the Public School Enployees' Benefit Trust Fund.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Section 8533(a) of Title 24 of the Pennsylvani a
Consolidated Statutes is amended to read:
8§ 8533. Taxation, attachnent and assi gnnent of funds.
(a) GCeneral rule.--Except as provided in subsections (b),

(c) and (d)[,] and section 9337(c) (relating to

nm srepresentation, refusal to cooperate and fraud), the right of




a person to a nenber's annuity, a State annuity, or retirenent
al l omance, to the return of contributions, any benefit or right
accrued or accruing to any person under the provisions of this

part, and the noneys in the fund are hereby exenpt from any

garni shnment, attachnent, or any other process whatsoever, and

shal | be unassi gnabl e.

* * %

1
2
3
4
5 State or nunicipal tax, and exenpt fromlevy and sal e,
6
7
8
9

Section 2. Title 24 is anended by adding a chapter to read:
10 CHAPTER 93

11 SCHOOL EMPLOYEE BENEFI TS

13 A Prelimnary Provisions

Publi ¢ School Enpl oyees' Benefit Board

Study and Opti ons El ection

B
C
16 D. Statewide Health Benefits Program
E
F

17 Alternative Measures for Cost Reduction
18 Retirenment Health Savings Pl an

19 SUBCHAPTER A

20 PRELI M NARY PROVI SI ONS
21 Sec.

22 9301. Short title of chapter.

23 9302. Definitions.

24 § 9301. Short title of chapter.

25 This chapter shall be known and nay be cited as the Public

26 School Enpl oyees' Benefit Act.

27 8§ 9302. Definitions.

28 The foll owi ng words and phrases when used in this chapter

29 shall have the neanings given to themin this section unless the

30 context clearly indicates ot herw se:
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"Alternate health care plan." A plan or plan design

establ i shed by the Public School Enpl oyees' Benefit Board

pursuant to section 9331(f)(2)(ii) (relating to health benefits

program) which the board in its exclusive authority deterni nes

to contain benefits equivalent to the standard benefit package.

"Alternative nmeasures program"” A program created by the

Publ i ¢ School Enpl oyees' Benefit Board in accordance with the

provi si ons of Subchapter E (relating to alternative nmeasures for

cost reduction).

"Annuitant." Any "annuitant"” or "disability annuitant" as

defined in section 8102 (relating to definitions).

"Best practices." Standards of criteria, neasures and

results devel oped by the Public School Enpl oyees' Benefit Board

that may be refl ective of such standards devel oped by broadly

accept ed organi zati ons such as the National Conmttee for

Quality Assurance (NCQA) and the Centers for Medicare and

Medi cai d Services (CVMB), consulting firmbenchmarks and nedi cal

and industry journals that pronote the precisions of efficient

delivery and desi gn of enpl oyee benefits.

"Board." The Public School Enpl oyees' Benefit Board created

in section 9311 (relating to Public School Enpl oyees' Benefit

"Board nenber." A person designated or appointed to the

Publi ¢ School Enpl oyees' Benefit Board pursuant to secti on

9311(a) (relating to Public School Enpl oyees' Benefit Board).

"Consortium" A coalition of two or nbre geodraphically

defined public school entities, or a coalition of one or nore

geoqr aphi cally defi ned public school entities and one or nore

political subdivisions as defined by 61 Pa. Code 8 315.2

(relating to definitions), forned for the purpose of pooling
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1 conbined purchasing of the individual participants in order to
2 increase bargaining power to obtain health care benefits.

3 "Contribution rate.” The rate established by the Public

4 School Enployees' Benefit Board in accordance with section

5 9334(b) and (c) (relating to partnership for stable benefits

6 funding) used to determ ne contributions by the Commonwealth and
7 public school entities for the funding of the standard benefit
8 package for eligible individuals in each health care region.

9 "Cost-sharing.” The fee paid by the nenber that covers a

10 share of the cost of providing group health benefits under the
11 Statewide health benefits programor the fee paid by a school
12 enployee or annuitant that covers a share of the cost of

13 providing health care coverage in a plan sponsored by the public
14 school entity. The termshall not include:

15 (1) any fee paid by the nenber, school enployee or

16 annuitant at the tinme of service, such as copaynents or

17 deductibles, in order to obtain prescription drugs or_ other
18 specific health care services; or

19 (2) any additional cost paid by the nenber, school
20 enpl oyee or _annuitant for optional benefit packages.
21 "Eligible individual." An individual who is a nenber or the
22 health care dependent of a nenber.
23 "Enpl oyee benefits account.” A |edger account of the Public
24 School Enpl oyees' Benefit Trust Fund created in section
25 9336(a)(1) (relating to Public School Enployees' Benefit Trust
26 Fund)
27 "Enpl oyer contribution account.” A |edger account of the
28 Public School Enployees' Benefit Trust Fund created in section
29 9336(a)(3) (relating to Public School Enployees' Benefit Trust
30 Fund).
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"Heal th care dependent." An individual who is eliqgible to

recei ve health care coverage under the Statew de health benefits

program due to the individual's relation to the nenber, as

deterni ned by the Public School Enpl oyees' Benefit Board.

"Health care region." The geodraphi c regi ons detern ned by

the Public School Enpl oyees' Benefit Board to be appropriate for

provi di ng health benefits for eligible individuals based on the

avai lability of insurance carriers, benefit adm nistrators,

health care providers, health care provi der networks, costs and

any other factors related to health care or the financing of the

benefits.

"IRC." The Internal Revenue Code of 1986, as desi gnated and

referred to in section 2 of the Tax Reform Act of 1986 (Public

Law 99-514, 100 Stat. 2085, 2095). A reference in this chapter

to "IRC 8 " shall be deened to refer to the identically nunbered

section and subsecti on or other subdivision of such section in

26 United States Code (relating to I nternal Revenue Code).

"Long-term substitute." A school enpl oyee who is

substituting for a—professionaleortenporary professional- AN
OFFI CER, ADM NI STRATOR OR enpl oyee of a public school entity for

a qualifying period of tine to be determ ned by the Public

School Enpl oyees' Benefit Board.

"Medi care." The prograns established by Title XVIII of the

Social Security Act (49 Stat. 620, 42 U.S.C. 8 1395 et seq.)

whi ch include: Part A Hospital |nsurance Benefits for the Aged

and D sabl ed; Part B, Suppl enentary Medi cal | nsurance Benefits

for the Aged and D sabl ed; Part C, Medi care+ Choi ce Progranm and

Part D, Voluntary Prescription Drug Benefit Proqgranm and

i ncl udi ng any subsequent changes or additions to those proqgrans.

"Menber." An eliqgible individual who is so specified for
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enrollnent in the Statewi de health benefits program and i n whose

nane the identification card is i ssued. A nenber can be:

(1) A school enpl oyee.

(2) An annuitant.

(3) A transfer enpl oyee.

(4) An individual separated from enpl oynent with a

public school entity who the Public School Enpl oyees' Benefit

Board deternines is eligible to purchase conti nuati on of

coverage in the Statewi de health benefits program

(5) Ohers as approved by the Public School Enpl oyees'

Benefit Board.

"Opti onal benefit package." A plan or plan design

establi shed by the Public School Enpl oyees' Benefit Board

pursuant to section 9331(f)(2)(iii) (relating to health benefits

program) whi ch i ncludes specific health care services that are

not part of the standard benefit package.

"Partici pant account holder." A school enpl oyee

participating in a retirenent health savings plan or a school

enpl oyee who retires or otherwi se terni nates enpl oynent with a

public school entity and becones eligible to be rei nbursed from

the enpl oyee's retirenent health savi ngs pl an account for the

I nternal Revenue Code of 1986 qualified health-rel ated expenses.

The term shall also include the health care dependent of a

school enpl oyee who succeeds in interest to a deceased school

enpl oyee and becones eligible to be rei nbursed for health-

rel ated expenses fromthe school enpl oyee's account.

"Phase-in period." The period of program operation in any

health care region fromthe tine the Public School Enpl oyees'

Benefit Board begins inplenentati on of nmandatory partici pati on

under section 9332 (relating to mandatory partici pati on and
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opti onal nenbershi p) until the commencenent of the first plan

vear in which 75% of school districts in that regi on are

participating in the program

"Program" The Statew de health benefits program sponsored

by the Public School Enpl oyees' Benefit Board in accordance with

t he provisions of Subchapter D (relating to Statew de heal th

benefits program

"Public School Code." The act of March 10, 1949 (P.L. 30,

No. 14), known as the Public School Code of 1949.

"Public school entity." A school district of any cl ass,

internedi ate unit, area vocational -technical school, charter

school or other school, as provided for under the act of Mrch

10, 1949 (P.L.30, No.14), known as the Public School Code of

1949. The termshall al so i nclude the Scotl and School for

Veterans' Children and the Scranton State School for the Deaf.

"Qualified majority vote." A vote by the Public School

Enpl oyees' Benefit Board requiring the support of a—fejority—of <—

pass— THREE- FOURTHS OF ALL THE MEMBERS THERECF. <—

"Qualifying event." A change in nmarital status, death of a

menber or the change in a health care dependent's st at us,

subsequent to the commencenent of coverage under this chapter,

or the involuntary ternination of health plan coverage that was

obtai ned through a health care dependent.

"Reserve account." A | edger account of the Public School

Enpl oyees' Benefit Trust Fund created in section 9336(a)(2)
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(relating to Public School Enpl oyees' Benefit Trust Fund).

"Retirenent system" The Public School Enpl oyees' Retirenent

System of Pennsyl vani a as established by the act of July 18,

1917 (P.L.1043, No.343).

"School enployee." Any person reqularly enployed by or in a

public school entity for which work the person i s receiving

requl ar renuneration as an officer, adm nistrator, enpl oyee or

|l ong-term substitute. The term excl udes any i ndependent

contractor, person conpensated on a fee basis or, unless

ot herwi se determ ned by the Public School Enpl oyees' Benefit

Board, any part-tine hourly school enpl oyee. The term i ncl udes

any enpl oyee of a public school entity who has a position for

which eligibility in a health care pl an sponsored by the public

school entity is in effect as of the effective date of this

"Standard benefit package." The benefit package establi shed

by the Public School Enpl oyees' Benefit Board pursuant to

section 9331(f)(1) (relating to health benefits program

"SUPPLEMENTAL BENEFI TS." DENTAL CARE, VI SI ON CARE AND

EMPLOYEE ASSI STANCE PROGRAM BENEFI TS THAT NMAY BE OFFERED I N

ADDI T1 ON TO MEDI CAL_AND HOSPI TAL SERVI CES AND PRESCRI PTI ON DRUG

BENEFI TS.

"Transfer enpl oyee." A person who is not a school enpl oyee

who is reqularly enployed at a worksite in a public school

entity, regardl ess of who actually enpl oys the person, if the

person is perform ng services previously perforned by a school

enpl oyee.
"Trust fund." The Public School Enpl oyees' Benefit Trust

Fund created in section 9336 (relating to Public School

Enpl oyees' Benefit Trust Fund).
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SUBCHAPTER B

PUBLI C SCHOOL EMPLOYEES' BENEFI T BOARD

Sec.

9311. Publ i ¢ School Enpl oyees' Benefit Board.

9312. Administrative duties of board.

8§ 9311. Publ i ¢ School Enpl oyees' Benefit Board.

(a) Status and nenbership.--The board shall be an

i ndependent admi ni strati ve board and shall consist of the

foll ow ng board nenbers:

(1) The Secretary of the Budget —the—Secretary—of <—
Eduycation—the Secretary of Admnistration and the | nsurance

Commi ssioner, all of whom shall serve ex officio.

renbership)y—

(2) THE PRESI DENT PRO TEMPORE OF THE SENATE OR H' S <—

DESI GNEE, THE M NORITY LEADER OF THE SENATE OR HI' S DESI GNEE

THE MAJORITY LEADER OF THE HOUSE OF REPRESENTATIVES OR H' S

20070H1841B3173 - 9 -



1 DESI GNEE AND THE M NORITY LEADER OF THE HOUSE OF

2 REPRESENTATI VES OR H' S DESI GNEE

3 (3) TEN PERSONS REPRESENTI NG SCHOOL EMPLOYEES WHO ARE

4 COVERED BY THE PROGRAM APPO NTED IN THE FOLLOW NG MANNER:

5 (1) EIGAT PERSONS REPRESENTI NG SCHOOL EMPLOYEES WWHO
6 ARE COVERED BY THE PROGRAM | N AN APPROXI VATE PROPORTI ON
7 TO THE PERCENTAGE OF PROFESSI ONAL EMPLOYEES REPRESENTED
8 N COLLECTI VE BARGAI NI NG BY SCHOOL EMPLOYEE UNI ONS

9 WORKING IN PUBLI C SCHOOL ENTITIES THAT WLL BE COVERED BY
10 THE PROGRAM WHEN I T IS FULLY OPERATI ONAL, APPO NTED BY
11 THE GOVERNOR AND CHOSEN FROM A LI ST OF CANDI DATES

12 SUBM TTED BY THOSE SCHOOL EMPLOYEE UNI ONS; PROVI DED THAT
13 NO LESS THAN ONE PERSON SHALL BE APPO NTED BY THE

14 GOVERNOR FROM A LI ST OF CANDI DATES SUBM TTED BY_ ANY

15 SCHOOL EMPLOYEE UNI ON THAT ON THE EFFECTIVE DATE OF THI' S
16 CHAPTER REPRESENTS | N COLLECTI VE BARGAI NI NG MORE THAN

17 4, 000 _PROFESSI ONAL EMPLOYEES WORKI NG N PUBLI C SCHOCL

18 ENTI TIES THAT WLL BE COVERED BY THE PROGRAM VHEN IT IS
19 FULLY OPERATI ONAL. THE PROPORTI ONAL CALCULATI ON OF
20 VEMBERSHI P UNDER THI S PARAGRAPH SHALL NOT_| NCLUDE
21 PROFESSI ONAL EMPLOYEES REPRESENTED | N COLLECTI VE
22 BARGAI NI NG BY SCHOOL ENMPLOYEE UNI ONS WORKI NG | N A SCHOCL
23 DISTRICT OF THE FIRST CLASS, AS CLASSI FI ED PURSUANT TO
24 SECTI ON 202 OF THE PUBLI C SCHOOL CODE, UNTIL SUCH SCHOOL
25 D STRICT OPTS TO PARTI Cl PATE | N THE PROGRAM UNDER THE
26 TERMS PROVI DED PURSUANT TO SECTI ON 9332(D) (RELATING TO
27 MANDATORY PARTI Cl PATI ON AND OPTI ONAL MENVBERSHI P)
28 (1)  TWO PERSONS REPRESENTI NG SCHOOL EMPLOYEES WHO
29 ARE COVERED BY THE PROGRAM REPRESENTED I N COLLECTI VE
30 BARGAI NI NG BY SCHOOL ENMPLOYEE UNI ONS OTHER THAN SCHOOL
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1 EMPLOYEE UNI ONS W THI N SUBPARAGRAPH (1) APPO NTED BY THE
2 GOVERNOR AND CHOSEN FROM A LI ST OF CANDI DATES SUBM TTED
3 BY THOSE SCHOOL EMPLOYEE UNI ONS OTHER THAN SCHOOL

4 EMPLOYEE UNI ONS W THI N SUBPARAGRAPH (I).

5 (ILI'1)  FOR PURPOSES OF THI S SECTI ON " SCHOOL EMPLOYEE
6 UNI ONS" SHALL | NCLUDE A STATEW DE AFFI LI ATE OF SUCH

7 SCHOOL ENMPLOYEE UNI ONS

8 £3> (4) Four persons representing public school entity
9 enpl oyers _appointed by the Governor and chosen froma list of
10 candi dates submitted by the Pennsylvani a School Boards

11 Association. At least one of the school entity enployer

12 representatives initially naned to the board shall be a

13 nmenber _of a consortium board.

14 The_school enpl oyee unions and the Pennsyl vani a School Boards
15 Association shall provide the Governor with their respective

16 |ists of candidates within 15 days following the effective date
17 of this section. The Governor shall neke his appointnents within
18 45 days following receipt of the lists.

19 (b) Terns.--
20 (1) Two board nenbers appoi nted under subsection (a)(2),
21 as_designated by the Governor, shall serve a termof two
22 years, and two_board nenbers appointed under subsection
23 (a)(2), as designated by the Governor, shall serve a term of
24 four years.
25 (2)  Two board nenbers_appoi nted under subsection (a)(3),
26 as_designated by the Governor, shall serve a termof two
27 years, and two_board nenbers appointed under subsection
28 (a)(3), as designated by the Governor, shall serve a term of
29 four years, except that the Pennsylvani a School Boards
30 Associ ation shall designate for which initial termthe
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representative who is a nenber of a consorti um board shal

(3) Successors for all board nenbers shall be appoi nt ed

for terns of four years, except as provided in subsection

(d). Board nenbers shall be eligible for reappoi nt nent.

(c) Meetings.--The board shall neet as needed to fulfill its

duti es, and seven board nenbers shall constitute a quorum Board

menbers shall elect the chairman of the board. Except in

i nstances where a qualified majority is required under this

chapter, a mpjority of the board nenbers present and voting

shall have authority to act upon any matter. The board i s

aut hori zed to establish rules of its operation, including a

provi sion for the renoval of board nmenbers for nonattendance.

(d) Vacanci es.--A vacancy occurring during the termof any

board nenber shall be filled for the unexpired termby a

successor appointed in the sane nmanner as his predecessor. The

school enpl oyee uni ons and the Pennsyl vani a School Boards

Associ ati on shall provide the Governor with their respective

lists of candidates within 60 days of the end of a nenber's term

or wwthin 15 days of any ot her vacancy.

(e) ©Cath of office.--Each board nenber shall take an oath of

office that the nenber will, so far as it devol ves upon the

menber, diligently and honestly adm ni ster the affairs of the

board and that the menber will not knowi ngly violate or

wllfully pernmit to be violated any of the provisions of |aw

applicable to this chapter. The oath shall be subscri bed by the

board nenber making it and certified by the officer before whom

it is taken and shall be inmmediately filed in the office of the

Secretary of the Commpnweal t h.

(f) Conpensation and expenses. --Board nenbers who are
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menbers of the retirenent systemor the State Enpl oyees'

Retirenment System shall serve w thout conpensati on. Board

menbers who are nmenbers of the retirenent system and who are

enpl oyed by a public school entity shall not suffer |oss of

sal ary or wages through serving on the board. The board, on

request of the enpl oyer of any board nenber who is an active

pr of essi onal or nonprof essi onal nenber of the retirement system

may rei nburse the enployer for the salary or wages of the nenber

or for the cost of enploying a substitute for the board nenber

whil e the board nenber is necessarily absent from enpl oyment to

execute the duties of the board. The board nenbers who are not

menbers of either the retirenent systemor the State Enpl oyees'

Retirenent System may be paid $100 per day when attendi ng

meeti ngs, and all board nenbers shall be rei nbursed for any

necessary expenses. \Wien, however, the duties of the board as

mandat ed are not executed, no conpensati on or reinbursenent for

expenses of board nenbers shall be paid or payabl e during the

period in which the duties are not execut ed.

(g) Corporate power and | egal advi sor.--For the purposes of

this chapter, the board shall possess the power and privil eges

of a corporation. The Ofice of General Counsel shall be the

| egal advi sor of the board.

(h) Duties of the board.--The board shall have the power and

authority to carry out the duties established by this chapter,

i ncludi ng the design, inplenentation and adni ni strati on of the

school enpl oyee heal th benefits study pursuant to Subchapter C

(relating to study and opti ons el ecti on) and either the

Statewi de health benefits programif approved pursuant to

section 9323 (relating to plan adoption) or the alternative

measures programif created pursuant to section 9351 (rel ating
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to alternati ve neasures program

8 9312. Administrative duties of board.

(a) Enpl oyees.--The conpensation of all officers and

enpl oyees of the board who are not covered by a collective

bar gai ni ng agreenent shall be established by the board

consistent with the standards of conpensati on establi shed by the

Executi ve Board.

(b) Secretary.--The board shall select a secretary, who

shall not be a board nenber. The secretary shall act as chief

admi ni strative officer for the board. In addition to other

powers and duties conferred upon and del eqgated to the secretary

by the board, the secretary shall:

(1) Serve as the adnministrative agent of the board and

as |liai son between the board and applicable | eqgislative

conmi tt ees.

(2) Review and anal yze proposed | egi sl ati on and

| egi sl ati ve devel opnents affecting the program and present

findings to the board, |egislative conmttees and ot her

i nterested groups or individuals.

(3) Receive inquiries and requests for infornmation

concerning the programfromthe press, Conmmpbnweal th

officials, public school entities, school enployees and the

general public and provide informati on as authori zed by the

(c) Professional personnel.--The board nay enpl oy or

contract with consultants and ot her professional personnel as

needed TO CONDUCT THE SCHOOL EMPLOYEE HEALTH BENEFI TS STUDY AND

EVALUATI ON PURSUANT TO SUBCHAPTER C (RELATI NG TO STUDY_AND

OPTI ONS ELECTION) AND to operate the program i ncluding third-

party adnini strators, nmnanaged care managers, chief nedical
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exani ners, actuaries, investnent advisors and nanagers, | eqgal

counsel and ot her professional personnel as it deens advi sabl e.

The board may al so contract for the services of any national or

St at e banki ng corporati on or associ ati on having trust powers,

with respect to carrying out the business and other matters of

t he program

(d) Expenses.--The board shall, through the Governor, subnit

to the General Assenbly annually a budget covering the

adm ni strati ve expenses of this chapter. The expenses, as

approved by the General Assenbly in an appropriation bill, shal

(1) fromthe General Fund; or

(2) starting in the first fiscal year after the

transition period is conplete and every fiscal year

thereafter, fromreserves and i nvest nent earni ngs of the

trust fund.

(e) Meetings.--The board shall hold at | east four requl ar

meeti ngs annually and other neetings as it nmay deem necessary.

(f) Records.--The board shall keep a record of all its

pr oceedi ngs whi ch shall be open to inspection by the public.

(g) Procurenent.--The board shall not be subject to 62

Pa.C.S. Pt. | (relating to Commbnweal th Procurenent Code).

(h) Tenporary regul ati ons. - -

(1) Notwi thstandi ng any other provision of law to the

contrary and in order to facilitate the pronpt inplenentation

of this chapter, requl ati ons pronul gated by the board during

the two yvears following the effective date of this chapter

shal|l be deened tenporary requl ati ons which shall expire no

| ater than three years following the effective date of this

chapter or upon pronul gati on of requl ati ons as generally

20070H1841B3173 - 15 -
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provided by | aw. The tenporary regul ati ons shall not be

subj ect to:

(i) Sections 201, 202, 203, 204 and 205 of the act

of July 31, 1968 (P.L. 769, No.240), referred to as the

Commpnweal th Docunents Law.

(ii) The act of June 25, 1982 (P.L.633, No.181),

known as the Regul atory Revi ew Act.

(2) The authority provided to the board to adopt

tenporary requlations in this subsection shall expire two

vears fromthe effect date of this chapter. Requl ati ons

adopted after the two-year period shall be pronul gated as

provi ded by | aw.

(i) Postretirenent benefits study.--The board shall conduct

an assessnent of public school entity postretirenment health care

liability in this Commonweal th and publish a report providing

general i zed data reqgardi ng the scope of the liability to be

borne by public school entities and nmeasures i npl enented by

public school entities to prepare for this liability. This

assessnent may be conducted in conjunction with the study

requi red by section 9321 (relating to school enpl oyee health

benefits study and eval uati on).

SUBCHAPTER C

STUDY_AND OPTI ONS ELECTI ON

Sec.

9321. School enpl oyee health benefits study and eval uati on.

9322. Board revi ew and el ecti on.

9323. Pl an adopti on.

8 9321. School enpl oyee health benefits study and eval uati on.

(a) Study.--The board shall conduct a thorough eval uati on of

exi sting health care arrangenents coveri ng school enpl oyees in

20070H1841B3173 - 16 -
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this Commonweal th, exanmi ne future cost forecasts and coll ect

data necessary to determne if the board could construct and

sponsor a health care benefit program that woul d reduce | ong-

termcosts or the rate of growth of long-termcosts in the

agqgregate for public school entities while nmaintai ning a

conpr ehensi ve package of quality health care benefits for school

enpl oyees. The board shall conduct the study as provi ded under

this section.

(b) Data elenents.--No |later than 60 days after the board is

constituted, the board shall deternm ne the informati on necessary

to evaluate the exi sting health care arrangenments coveri ng

school enployees in this Commonweal th and begin to coll ect the

data, including, but not limted to:

(1) The total cost of providing medi cal/hospital and

prescri pti on drug cover age.

(2) The types and | evels of coverage currently nade

avai |l abl e to school enpl oyees.

(3) The nature of health care purchasi ng arrangenents.

(4) An explanation and estimate of any fi nanci al

obligation of or funds owed to a public school entity rel ated

to the term nati on of coverage under a school district-

sponsored health benefits pl an.

(5) An estimate of the anpunt of and basis for clains

whi ch may be outstandi ng during the transition for public

school entities which self-fund their coverage and the status

of any reserves established for such outstandi ng cl ai ns.

(6) The termand effect of coll ective bargai ni ng

agreenents governi ng heal th benefits.

(7)) The anmpbunt and basis of any school enpl oyee cost -

sharing, both individual and i n aggregate.

20070H1841B3173 - 17 -
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(8) The total amount of enpl oyer-paid costs in

(9) An assessnent of any postretirenment health care

benefit liabilities and cl ai nre experi ence data.

(c) Data sources.--All entities providing health benefit

coverage for eligible individuals or adm ni steri ng coverage for

health benefits under this chapter shall provide informati on on

coverage, benefits, plan design, clains data, pren uns, coSt-

shari ng and financi al arrangenents as the board shall specify to

meet the requirenents of subsection (b). Notw thstandi ng any | aw

to the contrary, any agency, authority, board, conm ssion,

council, departnment or office under the jurisdiction of the

Governor shall cooperate with the board in its coll ection of

health i nsurance or health care coverage data as specified by

the board to effectuate this section in accordance with this

secti on.

(d) Public school entities.--The Secretary of Educati on

shal|l assist the board in obtai ning the necessary data for the

study from public school entities and consortia. In the event it

is necessary to facilitate the coll ection of data from a

noncooper ati ng public school entity or consortium the Secretary

of Education may request the State Treasurer to cause the

suspensi on of any paynent of noneys due to the noncooperating

public school entity or public school entities that are

partici pants in a noncooperating consorti umon account of any

appropriation for schools or other purposes until the necessary

information is properly provided. A public school entity shal

be notified before any paynents are suspended and may appeal to

the secretary and request an extension of time if there have

been extenuating circunstances preventing the tinely subnm ssi on

20070H1841B3173 - 18 -
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of all necessary information. In considering an appeal, the

secretary may grant an extension of tine for the public school

entity or consortiumto provide the necessary i nformati on before

the suspension is instituted. The board is authori zed and shal

aut hori ze school entities and consortia to enter i nto agreenents

with entities providing or adm ni steri ng coverage for health

care benefits under this chapter for the purpose of carrying out

the provisions of this section.

(e) Health benefit entities.--

(1) An entity providing or adnm nistering heal th

i nsurance or health care coverage for public school

enpl oyees, with the exception of public school entities or

consortia as provided for in subsection (d), shall, upon the

witten request of the board, public school entities,

consortiumor insured, provide clains and | oss i nfornmati on

within 60 days of the request or sooner, if so determ ned by

t he boar d.

(2) The | nsurance Conmi ssioner, the Departnent of Health

and any ot her agency, authority, board, conm ssion, council,

departnent or office under the jurisdiction of the Governor

havi ng regul atory authority over any entity charged under

par agraph (1), hereafter known as "requl ating authority,"

shall cooperate with the board, if necessary, to obtain

i nformati on from any i nsurance conpany, third-party

admi ni strator or other adm nistrator or provider of health

i nsurance benefits for school enpl oyees, other than a public

school entity or consortium Follow ng notice and heari ng,

the board may i npose an order assessing a penalty of up to

$1, 000 per day upon any entity, other than a public school

entity or consortium that willfully fails to conply with the

20070H1841B3173 - 19 -
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obligations i nposed by this section. |If the entity does not

comply with the obligations i nposed by this section within 15

days of an order being i nposed, the board shall notify the

requl ating authority of the failure of an entity under its

jurisdiction to provide data as set forth in this section.

Upon notification, the requl ating authority shall suspend or

revoke the license of the entity or otherw se suspend or

revoke the entity's ability to operate until such tine as the

board notifies the requlating authority that the entity is in

conpli ance. The board shall have standing to petition the

Commpnweal th Court to seek enforcenent of the order.

(3) This subsection shall apply to every entity

provi di ng or adm ni stering group health coverage in

connection with providing health care benefits to school

enpl oyees within this Commponweal th, includi ng pl ans,

policies, contracts or certificates issued by:

(i) A stock insurance conpany incorporated for any

of the purposes set forth in section 202(c) of the act of

May 17, 1921 (P.L.682, No.284), known as The | nsurance

Conpany Law of 1921.

(ii) A nutual insurance conpany incorporated for any

of the purposes set forth in section 202(d) of The

| nsur ance Conpany Law of 1921.

(iii) A professional health services plan

corporation as defined in 40 Pa.C.S. Ch. 63 (relating to

pr of essi onal health services plan corporati ons).

(iv) A health mai ntenance organi zati on as defined in

the act of Decenber 29, 1972 (P.L.1701, No.364), known as

the Heal th Mai ntenance Organi zati on Act.

(v) A fraternal benefit society as defined in

20070H1841B3173 - 20 -
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section 2403 of The | nsurance Conpany Law of 1921.

(vi) A hospital plan corporation as defined in 40

Pa.C.S. Ch. 61 (relating to hospital plan corporations).

(vii) Health care plans subject to the Enpl oyee

Retirenment | ncone Security Act of 1974 (Public Law 93-

406, 88 Stat. 829), to the maxi num extent pernmtted by

Federal | aw.

(viii) An admnistrator as defined in section 1002

of the act of May 17, 1921 (P.L.789, No.285), known as

The | nsurance Departnent Act of 1921.

(ix) A person |licensed pursuant to Article VI-A of

The | nsurance Departnent Act of 1921.

(x) Any other person providing or adm ni stering

group health care coverage on behalf of a public school

entity, or accepting charges or premuns froma public

school entity, in connection with providing health care

coverage for school enpl oyees, including, but not limted

to, nultiple enpl oyer wel fare arrangenents, self-insured

public school entities and third-party adnm ni strators.

(f) Confidentiality.--Any data requested by or provided to

the board pursuant to this section shall conply with the

standards for privacy established pursuant to the Heal th

| nsurance Portability and Accountability Act of 1996 (Public Law

104-191, 110 Stat. 1936).

(g) Prepared materials.--Any docunents, naterials or

i nformati on solely prepared or created for the purpose of

i mpl enentati on of subsection (b) are confidential and shall not

be di scoverabl e or adni ssi ble as evidence in any civil or

admi ni strative action or proceedi ng. Any docunents, naterials,

records or informati on that woul d ot herwi se be avail able from
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original sources shall not be construed as i nmune from di scovery

or use in any civil or admnistrati ve acti on or proceedi ng

merely because they were presented to the board. Nothing in this

subsection shall be construed to prevent publication or

di sseni nati on of the aggregate study findings.

(h) Received materials.--Any docunents, naterials or

i nformati on recei ved by the board or by a departnent under the

jurisdiction of the Governor on the board's behalf for the

pur pose of inpl enentati on of subsection (b) shall not be

di scoverable fromthe board, any departnent or the subnitting

entity, nor shall they be adm ssible as evidence in any civil or

admi ni strative action or proceedi ng. Any docunents, naterials,

records or informati on that woul d ot herwi se be avail able from

original sources shall not be construed as i nmune from di scovery

or use in any civil or admnistrati ve acti on or proceedi ng

merely because they were received by the board or any

depart nent.

(i) Docunent review --No current or forner nenber or

enpl oyee of the board or any departnent shall be allowed to

testify as to any matters by reason of the nenber's or

enpl oyee's revi ew of docunents, naterials, records or

i nformati on submtted to the board by the entity providing

health i nsurance or health care coverage pursuant to subsection

(b). The enjoi nnent of testinony does not apply to findings or

actions by the board or any departnent that are public records.

(i) Oiginal source docunent.--In the event an ori gi nal

source docunent as set forth in subsection (qg) is determ ned by

a court of conpetent jurisdiction to be unavail able fromthe

entity providing health i nsurance or health care coverage in a

civil action or proceeding, then, in that circunstance al one,
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the board may be required pursuant to a court order to rel ease

that origi nal source docunent to the party identified in the

court order.

(k) Right-to-know requests.--Any docunents, materials or

i nformati on nade confidential by subsection (f) shall not be

subj ect to requests under the act of June 21, 1957 (P.L. 390,

No.212), referred to as the R ght-to-Know Law, or any successor

statute.

(1) Liability.--Notwithstandi ng any ot her provision of |aw,

no person or entity providi ng any docunents, materials or

information to the board, any departnment or other entity on the

board's behalf shall be held by reason of havi ng provi ded the

docunents, materials or informati on to have vi ol ated any

crimnal law, or to be civilly liable under any | aw, unl ess the

information is fal se and the person providing the i nformati on

knew or had reason to believe that the informati on was fal se and

was notivated by nmalice toward any person directly affected by

t he acti on.

8§ 9322. Board revi ew and el ecti on.

(a) Options assessnment.--Upon coll ection of the necessary

i nformati on, the board shall eval uate exi sting public school

entity health care arrangenents, exan ne options that would

aggregate, either Statewide or regionally, health care coverage

for public school enpl oyees, assess possi bl e cost - nanagenent

i mprovenents and solicit input frompublic school entities and

consortia identified with best practice standards. The board

shall investigate the creation of a Statewi de health benefits

program as provided for in section 9331 (relating to health

benefits program with the goal of inproving the overal

affordability of providing health care coverage for public
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school enpl oyees. The cost projections shall be predicated on a

pl an that provides quality health care benefits at a | evel

consi stent with those now provided to nbst school enpl oyees

t hr ough exi sting coll ective bargai ning contracts and offers

coverage to school enpl oyees and other eligible individuals.

(b)Y Election to proceed with program--No |ater than ten

nonths after the board is constituted, unless a request by the

board for an extension is granted by the Governor, the board

shal | deci de whether to i npl enent a Statew de health benefits

program as provided for in section 9331, or to inplenent an

alternative neasures program as provided for in section 9351

(relating to alternati ve neasures program), to reduce health

coverage costs for public school entities. The board's el ection

to i nplenment a Statew de health benefits program OR TO | MPLENMENT

AN ALTERNATI VE MEASURES PROGRAM shall require approval by a

qualified majority vote. Upon election to proceed with a

Statewi de health benefits program the board shall develop a

pl an for adoption, pursuant to section 9323 (relating to pl an

adoption).

(c) Alternative election.--If the board decides that a

St atewi de health benefits program cannot be created in

accordance with subsection (a), or the board fails to achi eve

agreenent and approve a plan for inplenenting a Statew de heal th

benefits program the board will proceed with consi derati on of

an alternative neasures programthat will reduce | ong-term costs

or the rate of growth of such costs in the aggregate for public

school entities in accordance with Subchapter E (relating to

alternative neasures for cost reduction).

8§ 9323. Pl an adopti on.

(a) Statewi de health benefits program adopti on.--Wthin
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three nonths of electing to proceed with the Statew de heal th

benefits program pursuant to section 9322(b) (relating to board

review and el ection), the board shall verify that inplenentation

of a Statewide health care programw ||l result in reduction in

the Statew de aqgqgregate cost of the purchase of benefits or the

rate of growth of such costs and adopt a proposed plan for the

i mpl enentation of the program The proposed plan shall be in

witing and shall include a detail ed description of the program

and the transiti on procedures necessary to phase in and

i mpl enent the program The board's adopti on of a proposed pl an

shall require approval by a qualified majority vote.

(b)Y Paraneters of program --The description of the Statew de

health benefits program shall at m ni mum i ncl ude:

(1) The eligibility requirenents for a school enpl oyee

and the enpl oyee's health care dependents to qualify for

partici pation in the program

(2) The identification of the benefits to be included as

part of the standard benefit package.

(3) Disclosure of any nenber cost-sharing contributi ons,

whet her expressed as a tarqget percentage of overall program

costs or individually determ ned as aflatfeeor a <—

percentage of salary and whether the cost-sharing is uniform

on a Statewi de basis or varies by health care region.

(4) The designation of health care regi ons.

(5) The design of the Statew de pool or reqgi onal pools

that woul d be established to agqgregate public school entities

for the purpose of purchasi ng services and managi ng heal th

i nsurance ri sks.

(6) The requirenents for electronic eligibility

transm ssi on between the board and other participating

20070H1841B3173 - 25 -



1 entities, including public school entities, consortia and the
2 retirenment system

3 (7) Financial and accounting plans, including the

4 establi shnent of any necessary reserves or_escrow accounts

5 with carriers.

6 (c) Transition procedures.--The description of the steps to
7 phase in and inplenent the Statew de health benefits program

8 shall at mninumincl ude:

9 (1) A determ nation of when the standard benefit package
10 shal | becone the mandatory programoffering for eligible

11 individuals in a public school entity as health care benefits
12 for school enployees are nornelized on a Statew de basis.

13 (2) A determ nation, based on the size and structure of
14 any risk pool established within a health care region, as to
15 when the program woul d be phased in within that region.

16 (3) The interimsteps to aggregate public school

17 entities into a Statew de pool or regional pools, including
18 any best practice standards and benchnmarks to be applied to
19 new or _existing consortia, or public school entities, or in
20 any selection process to build a Statew de or regional pool.
21 (4) Transition rules on nenber cost-sharing
22 responsibility until any nenber cost-sharing is required for
23 all nenbers Statewide, or within any region.
24 (5) Transition rules to limt any negative financial
25 i npact _on_a public school entity required to purchase health
26 care coverage through a Statewi de or regional pool and to
27 nornmalize contribution rates for all participating public
28 school entities within the sane health care region.
29 (d) Alternative neasures program adoption.--Wthin three

30 npnths of proceeding with consideration of an alternative
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measur es program pursuant to section 9322(c) (relating to board

review and el ection), the board shall adopt a proposed plan for

the i npl ementati on of an alternati ve neasures program pursuant

to Subchapter E (relating to alternati ve neasures for cost

reduction), that will result in reduction in the Statew de

agqregate cost of the purchase of benefits or the rate of growth

of such costs. The proposed plan shall be in witing and shal

i nclude a detail ed description and the transiti on procedures

necessary to phase in and i npl enent the alternative nmeasures

program THE BOARD S ADOPTI ON OF A PROPGSED PLAN FOR <—

| MPLEMENTATI ON OF AN ALTERNATI VE MEASURES PROGRAM SHALL REQUI RE

APPROVAL BY A QUALI FIED MAJORITY VOTE.

(e) Leqgislative and public review. --

(1) The board shall publish the provisions of any

pr oposed pl an adopted pursuant to this section in the

Pennsyl vania Bulletin and nake it avail able on the board's

Internet website. Follow ng publication, the board shal
schedul e at | east threepublic-hearings—tobe conductedin <—
hicall i f thi Ly Liei

publiecinput—onthe plan— El GHT PUBLI C HEARI NGS TO SCLICI T <—
PUBLI C | NPUT ON THE PLAN. THE HEARI NGS SHALL BE CONDUCTED | N

PH LADELPHI A COUNTY; ALLEGHENY COUNTY; AND THE NORTHEAST,

NORTHWEST, SOUTHEAST, SOUTHWEST, NORTH CENTRAL _AND SOUTH

CENTRAL REG ONS OF TH S COVVONWEAL TH.

(2) The board shall subnit the provisions of any

pr oposed pl an adopted pursuant to this section to the

chairman and mnority chairman of the Educati on Conmi ttee of

the Senate and the chairnman and minority chai rman of the

Educati on Conmittee of the House of Representatives. The

comm ttees shall have 45 days to revi ew the proposed pl an and
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submt comrents to the board.

(f) Final plan adoption.--Upon conpletion of the public

heari ngs pursuant to subsection (e)(1) and expirati on of the

commi ttee revi ew pursuant to subsection (e)(2), the board shal

review all the testi nony and comments recei ved regardi ng the

proposed pl an. The board nay, subject to a qualified majority

vot e, make changes and adjustnents to the plan to effectuate

this chapter. Wthin 90 days of publishing the proposed pl an,

pur suant to subsection (e)(1), the board shall publish the final

pl an, as adopted by the board, in the Pennsyl vania Bulletin AND <—

ON THE | NTERNET WEBSI TE OF THE DEPARTMENT OF EDUCATI ON.

(g) Failure to reach consensus.--1f the board fails to

achi eve agreenment and approve a plan for inplenmenting a

Statewi de health benefits programby a qualified majority vote

or if the board fails to achi eve agreenent and approve a pl an

for inplementing an alternati ve neasures program BY A QUALI FI ED <—

MAJORI TY VOTE, the board shall report as to its findi ngs and

reasons preventing agreenent on a plan to the Governor, the

Presi dent pro tenpore of the Senate and the Speaker of the House

of Representatives.

SUBCHAPTER D

STATEW DE HEALTH BENEFI TS PROGRAM

Sec.

9331. Heal th benefits program

9332. Mandat ory parti ci pati on and opti onal nenbershi p.

9333. Conti nuati on of coverage and transfer enpl oyees.

9334. Partnership for stable benefits funding.

9335. Powers and duti es of board.

9336. Publ i ¢ School Enpl oyees' Benefit Trust Fund.

9337. M srepresentation, refusal to cooperate and fraud.
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9338. M scel | aneous provi Si ons.

8§ 9331. Heal th benefits program

(a) Creation.--Upon adoption of a Statew de heal th pl an

under section 9323(f) (relating to plan adoption), the board

shall proceed to initiate and sponsor an enpl oyee benefits

program for eligible individuals.

(b)Y Program desi gn.--The board shall design a program whi ch

foll ows the paraneters of the plan and transiti on procedures as

establi shed in section 9323. The board may devel op and

admi ni ster the programitself or operate through any | eqgal

entity authorized by law to do so, including consortia, and the

program nay be devel oped and admi ni stered differently within

each health care reqgion as |long as a standard benefit package

that is substantially equivalent in coverage, as deterni ned by

the board, is available to eliqgible individuals. The program nmay

al so be adnm nistered in whole or in part on a fully insured or

sel f-funded basis at the board's sol e discretion.

(c) |Inplenentation.--The board may:

(1) Establish pools for sel ected areas of coverage, such

as pharnmacy services, transplants, stop-lo0Ss insurance,

health care managenent or other possible areas that in the

board's judgnent can be offered Statewide or regionally on a

nore stable and cost-effective basis. The board may offer

separate plans to public school entities and consortia prior

to the phase-in of the standard benefit package.

(2) WNMake the program available in sone health care

regi ons before it is nade available within all regions.

(d) Eligibility requirenents.--The board shall have ful

authority to deternmine eligibility requirenents for benefits and

to adopt rules and requl ati ons setting forth the sane which wl|l
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be binding on all eligible individuals. No coverage shall be

provided for eligible individuals w thout paynent bei ng nade,

except under circunstances as may be established by the board

under reasonabl e gui del i nes.

(e) Coverage and pl an sel ecti on.--The board shall have ful

authority to select and contract with i nsurance carriers, health

mai nt enance organi zati ons, pharnmacy benefit nmanagers, third-

party adnini strators, reinsurers and any other entities

necessary to provide a range of benefit packages to eliqgible

i ndi viduals through the program The board shall have ful

authority to deternm ne the nature, anount and durati on and

di sconti nuati on of coverage to be provi ded.

(f) Standard and opti onal benefits.--

(1) A standard benefit package shall be established by

the board that shall include coverage for nedi cal and

hospital services, prescription drugs and MAY | NCLUDE <—

SUPPLEMENTAL AND ot her benefits in anounts to be determ ned

by the board.

(2) Wthin each health care regi on, the board shal

approve and make avail able to each eliqgi bl e individual

affiliated with a public school entity which is partici pating

in the programthe foll ow ng:

(i) A health care plan that includes coverage the

board deternm nes to be the equival ent of the standard

benefit package established in paragraph (1).

(ii) One or nore alternate health care plans or pl an

desi gns which in the board's judgnent contain benefits

equi val ent to the standard benefit package in paragraph

(1). The deducti bl es and copaynents for each alternate

health care plan shall be set and annual ly adjusted so

20070H1841B3173 - 30 -



© o0 N oo o A~ wWw N P

N RN R NN N NN R P R R R R R R R R
0o N o o A WO N R O ©O 0O N o A wN - O

29
30

that the cost of providing the coverage for the

Commpnweal th and a public school entity is no greater

than the cost incurred for the health plan in

subpar agr aph (i).

(iii) One or nore optional benefit plans, as

approved by the board, which allow an eligi bl e individual

to purchase coverage that is not included in the standard

benefit package, provided that any cost over and above

the cost of the health care plan in subparagraph (i) is

to be paid by the nenber EXCEPT AS OTHERW SE PROVI DED | N

SECTI ON 9338(F) (2) (RELATING TO M SCELLANEQUS

PROVI SI ONS)

(3) The detail ed basis on whi ch payment of benefits is

to be made shall be specified in witing. The benefits

provided in this chapter are subject to change or

nodi fi cati on by the board fromtine to tine as the board, in

its discretion, may deternine. Al changes or nodifications

shall be specified in witing and conmuni cated to nenbers

within a reasonabl e peri od of tine.

8§ 9332. Mandat ory parti ci pati on and opti onal nenbershi p.

(a) WMandatory participation.--The board shall have the

authority to require public school entities to participate in

the program on a Statew de basis or may phase in and require

partici pati on on a reqgi onal basis. Except as provi ded under

subsections (c), (d), (e) and (f), public school entities in any

health care regi on desi gnated by the board shall be required to

participate in the program

(b)Y Transition plan.--Wen the board deterni nes pursuant to

subsection (a) that a public school entity shall be required to

participate in the program the public school entity or
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consortiumin which the public school entity is a partici pant

shall, within a reasonable period of tine as deternm ned by the

board, present to the board a transition plan with a schedul e

for the eventual migration of school enployees into the program

The board shall review the transition plan with the public

school entity or consorti um and nake any necessary nodificati ons

before granti ng approval of the plan. A public school entity or

consortium shall be subject to adherence to the transiti on pl an

approved by the board.

(c) Extensions of tine.--The board shall gi ve due

consideration to a transition plan subm tted pursuant to

subsection (b) that includes a request for an extensi on of tine.

Requests nmay be submitted by, but shall not be limted to, any

of the foll ow ng:

(1) A public school entity that participates in a

consorti um where an extension of tine is necessary for the

rundown and proper term nation of the consortiums health

care program

(2) A public school entity that participates in a

consortiumwhere the withdrawal of the public school entity

may undernine the financial stability of the consorti um

(3) A public school entity or a consortiumwhich wll

incur a significant financial penalty under terns of a

contract with an i nsurance carrier or other provider of

health care coverage for a contract in exi stence on or before

January 1, 2008.

(4) A public school entity or consorti umwhich wll

incur a significant financial cost, including fees, penalties

or other contractual financial obligations, related to the

term nati on of coverage under a contract of insurance or, in

20070H1841B3173 - 32 -



© 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

the case of a public school entity that self-insures,

i nsufficient reserves to pay clains incurred during the

previ ous coverage vyear, if the obligation relates to a pl an

of coverage that was in exi stence on or before January 1,

2008, and the public school entity or consortium provides the

board with a financial plan for neeting these obligations.
(d) Optional nenbership.--No school district efthe first
I ’ I L fied ) Y bl

Sehool—Ceder- NOR ANY PUBLI C SCHOOL ENTITY LOCATED IN VHOLE OR IN

PART I N A COUNTY OF THE SECOND CLASS shall be required to

participate in the program except as nay be agreed upon under

terns of a collective bargai ni ng agreenent covering a npjority
of enpl oyees of a school district ofthe first—elass. Upon a
school district efthe first—elass entering participation in the

program pursuant to a coll ective bargai ni ng agreenent, conti nued

partici pation in the program shall becone nandatory.

(e) Prohibited nenmbership.--A public school entity that, on

the effective date of this chapter, participates in the

Pennsyl vani a Enpl oyees' Benefit Trust Fund shall be prohibited

fromparticipating in the program and enpl oyees of the public

school entity shall not have the right to el ect nenbership in

t he program

(f) Transition of enployees.--A public school entity that

provi des sone or all of its enployees with health benefits

t hr ough anot her health care plan by virtue of one or nore

col |l ecti ve bargai ni ng agreenents, entered into prior to the

effective date of this chapter, shall not be required to join

the program until expiration of the coll ective bargai ni ng

agreenents. The public school entity and sone or all of its

enpl oyees or bargai ning representatives of its enpl oyees may by
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1 nutual agreenent and approval of the board join the program at

2 an earlier date. Renewal or extension of a collective bargaining
3 agreenent shall constitute its expiration for the purpose of

4 this subsection.

5 § 9333. Continuation of coverage and transfer enpl oyees.

6 (a) Annuitants.--Upon retirenent, an annuitant eligible

7 under paragraph (1) or (2) shall have the option to el ect

8 coverage in the program including coverage for any eligible

9 health care dependent. The annuitant shall be responsible to pay
10 the full cost of the coverage, unless a public school entity has
11 agreed, separate fromany requirenents of the program to pay

12 toward the coverage pursuant to an award of health benefits

13 under a witten policy or agreenent collectively bargained or

14 otherwi se entered into by the public school entity. The board

15 shall annually determ ne the cost of coverage as foll ows:

16 (1) For an annuitant who is enrolled in the program

17 pursuant to section 513 of the Public School Code or an

18 annui tant who pursuant to any award of health benefits for

19 annuitants under a witten policy or agreenent collectively
20 bar gai ned or otherw se entered into by the public school
21 entity prior to the effective date of this section, paynents
22 shal |l be based on the total contribution rate established

23 pursuant to section 9334(b) and (c) (relating to partnership
24 for stable benefits funding) for a school enployee in the

25 sane _health care region, plus a 2% adnm nistrative fee.

26 (2) For an annuitant, other than an annuitant qualified
27 for coverage under paragraph (1), paynents shall be nade on
28 the sane basis as an annuitant qualified for coverage under
29 par agraph (1), except as determ ned as foll ows:

30 (i) The board shall periodically have the actuary
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1 review and determ ne the separate cost of providing

2 continuation of coverage to annuitants under this

3 par agraph, along with an assessnent of its inpact on the
4 cost _of providing coverage to nenbers who are schoo

5 enpl oyees and annuitants qualified for coverage under

6 paragraph (1). The review and assessnent shall first

7 occur as part of the school enployee health benefits

8 study and eval uation conducted pursuant to section 9321

9 (relating to school enployee health benefits study and

10 evaluation) and its results shall be considered in the

11 devel opnent _of paraneters under section 9323(b) (relating
12 to plan adoption).

13 (ii) The board shall consider the findings of the

14 actuary in subparagraph (i) to determine if there is a

15 substantial inpact on the cost of providing coverage to
16 nenbers who are school enployees and annuitants qualified
17 for coverage under paragraph (1). If there is a

18 substantial cost inpact, the board shall require paynents
19 for an annuitant qualified to elect coverage in the
20 program under this paragraph to be separately determ ned
21 and the contribution rate to be based on the
22 di saggregated cost of providing the coverage, plus a 2%
23 adm ni strative fee.
24 (b) Separation from service.--The board shall deternine the
25 eligibility of nenbers, other than annuitants covered by
26 subsection (a), to elect continuation of coverage in the program
27 upon separation fromservice as a school enployee. The nenber
28 shall be responsible to pay the full cost of the coverage in the
29 nenber's health care region, plus an administrative fee to be

30 set by the board. The board shall, at m ni num provide
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conti nuation of coverage eligibility that neets the requirenents

of Title X of the Enpl oyee Retirenent | ncone Security Act of

1974 (Public Law 99-272, 29 U.S.C. 8 1161 et seq.) and provide

the conti nuati on of coverage options required pursuant to 51

Pa.C.S. § 7309 (relating to enpl oynent discrinm nation for

mlitary nenbership or duty) for nenbers on nmlitary | eave.

(c) Transfer enpl oyees.--The board may, in its discretion,

approve the participation of transfer enpl oyees in the program

provi ded that any position for which a transfer enpl oyee who i s

provi ded health benefits in a health care pl an sponsored by a

public school entity through an agreenent that was in exi stence

on or before January 1, 2008, with the transfer enpl oyee's

enpl oyer shall be allowed to participate in the program The

board shall set the terns and conditi ons necessary for

participation in the program including the cost of coverage to

be paid by the third-party entity which shall be based on the

full cost of coverage in the health care regi on as determ ned by

the board, plus an adm nistrative fee. The sponsori ng public

school entity shall be responsible to the board for the

coll ection of the paynents for transfer enpl oyees fromthe

third-party entity.

8§ 9334. Partnership for stable benefits funding.

(a) Basis of partnership.--In recognition that the |long-term

viability and stability of the programw |l require public

school entity enpl oyers, nenbers and the Commonweal th to be

partners both in sustaining the health benefits program as wel |

as nanagi ng the costs of a reasonabl e and appropri ate standard

benefit package, the board shall determ ne for each plan year

and in each regi on the paynents due from public school entities,

fromnenbers and fromthe Commonweal th.
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(b) Determ nation of contribution rate.--The board shal

deternine for each plan year the total anpbunt of the

contri butions by the Commonweal th, public school entities and

school enpl oyees required to provide projected benefits for that

pl an year under the standard benefit package on behal f of each

school enpl oyee nenber and the enpl oyee's eligible health care

dependents. The contribution rate shall consist of the anpunt

required to provide the standard benefit package, incl uding

appropri ate reserves and adm ni strati ve expenses, and shall be

adj usted for each health care region to reflect the cost of

benefits in that region. The contri buti on rates nmay

differenti ate between single coverage for nenbers only and types

of fam|ly coverage, as determ ned by the board.

(c) Certification of rate.--The board shall certify the

contribution rate for each health care region to the

Commpnweal th and public school entities, including the paynents

that shall be due from public school entities, from nenbers and

fromthe Commonweal th. The certifications shall be regarded as

final and not subject to nodification by the Secretary of the

(d) Commpnweal th cost share.--The Commonweal th shall nake a

contribution to offset a portion of the cost increase consi Stent

wi th subsections (e) and (f)—Fer FOR any plan year in which the

board determ nes that the aggregate cost of providing the

standard benefit package on behalf of nenbers who are school

enpl oyees and their eligible health care dependents exceeds the

(1) the projected carry-over bal ance for the pl an year

in the enpl oyer contributi on account after all required

transfers have been nmade to the enpl oyee benefits account for
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1 the prior year; and

2 (2) any enployee cost-sharing for the plan year.

3 (e) Budget subm ssion and appropriation.--1f the board

4 determnes that the requirenents of subsection (d) have been

5 net, all of the follow ng shall occur:

6 (1) The board shall submt to the Secretary of the

7 Budget an item zed budget specifying the anpbunt necessary to
8 be appropriated by the Commobnwealth consistent with

9 subsection (f). The budget submi ssion shall be on a form and
10 in a manner deternmined by the Secretary of the Budget and

11 shall occur no |ater than Novenber 1 of the fiscal year

12 preceding the plan year for which funds are request ed.

13 (2) Upon appropriation by the General Assenbly to

14 provide for the obligations of the Conmobnwealth, the anopunt
15 shall be paid by the State Treasurer through the Departnent
16 of Revenue into the enployer contribution account within 30
17 days of receipt of the requisition presented each nonth by
18 the board.

19 (f) Limtation on Conmmonwealth contribution.--
20 (1) The Commonwealth shall not be obligated to pay any
21 amount beyond that which is appropriated by the CGeneral
22 Assenbly. The anpunt requested by the board pursuant to

23 subsection (e)(1) shall not exceed the sum of any anount paid
24 by the Commonwealth for the fiscal year preceding the plan
25 year for which funds are requested and the | esser of:

26 (i) 50%of the anmount that the board determnes is
27 necessary to neet the increase in the contribution rate
28 on behalf of nenbers who are school enployees deterni ned
29 pursuant to subsection (b); and

30 (ii) the product of the total revenue transferred in
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the prior plan year fromthe enpl oyer contri bution

account to the enpl oyee benefits account and the nost

recent annual percent change in the per enroll ee private

health i nsurance premiumfor all benefits, as defined in

the National Health Expendi ture Data published by the

Centers for Medi care and Medi caid Servi ces, Departnent of

Heal th and Human Servi ces.

(2) |If any excess revenue in the enpl oyer contributi on

account is to be applied to paynents for the plan year, then

t he excess revenue shall be used to reduce the cal cul ati on

under this subsection in proportion to the Commpbnweal th's

share of the total increase in the contribution rate on

behal f of active nenbers for the plan year.

(g) Additional optional contribution.--Notw thstandi ng the

limtation in subsection (f), the General Assenbly nmay

appropri ate addi ti onal revenue to the enpl oyer contri bution

account in any fiscal year.

(h) Allocation of Conrmbnweal th contri bution. --Any

contri buti on made by the Commpbnweal th under this secti on shal

be used to offset an increase in the contribution rate paid in a

health care region by public school entities on behal f of

menbers who are school enpl oyees and their eligible health care

dependents and to maintain any offset that was paid in a prior

vear. The Commpnweal th contri buti on shall be all ocated to offset

a portion of each participating public school entity's cost of

coverage on a per-nenber basis, for nenbers who are schoo

enpl oyees and their eligible health care dependents, based on

the public school entity's market value/incone aid ratio using

the nost recent data provided by the Department of Educati on.

For any public school entity that is not assi gned a narket
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val ue/incone aid ratio by the Departnent of Educati on, the

Commpnweal th contri buti on shall not be adjusted based on a

mar ket val ue/inconme aid ratio. For the purpose of this

subsection, "nmarket value/incone aid ratio" shall have the sane

meani ng given to it in the Public School Code.

(i) Contributions on behalf of school enpl oyees. --Consi stent

with any transiti on procedure pursuant to secti on 9323(c)(5)

(relating to plan adoption), each public school entity shall be

requi red to make paynents to the trust fund on behal f of nenbers

who are school enpl oyees and their eligible health care

dependents based on the contri bution rate certified by the board

in subsection (c). The increase in paynents nmade from one year

to the next by public school entities on behalf of school

enpl oyees shall be equal to or greater than the increase in

paynent fromone year to the next made pursuant to subsection

(d), excluding any additi onal optional contribution made by the

Commpnweal th pursuant to subsection (Q).

(i) Deduction from appropriations.--In the event a public

school entity does not nmake the required paynment in the tine

allotted, as deternm ned by the board, the Secretary of Educati on

and the State Treasurer shall cause to be deducted and paid into

the trust fund fromthe anount of any npbneys due to any public

school entity on account of any appropriation for schools or

ot her purposes the anpunt due to the trust fund as certified by

the board and as remni ns unpaid on the date such appropri ati ons

woul d ot herwi se be paid to the public school entity by the

Depart nent of Education, and the anpunt shall be credited to the

public school entity's account in the trust fund.

(k) Transition.--Until any transition pursuant to section

9323(c)(5) has been conpl eted, the paynents nmade by each public
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school entity shall be no |l ess than the total anpbunt paid by the

public school entity to provide, purchase and adn ni ster health

care benefits to nenbers who are school enpl oyees and their

eligible health care dependents in the year before

i mpl enentation of the program Any contri buti ons recei ved by the

public school entity from school enployees in the form of cost-

shari ng paynents for health care coverage shall be excluded from

t he anpunt.

n noplicabil ity i : -

.. ) ) hi hall Lis ) |
ypder—section333( {2 {i—oef the actof June 272006 {(1st
Sp-Sess——P-L-1873 No-1)—known-as—the Taxpayer—ReliefAct—

(L) REFERENDUM EXCEPTI ON. - - <

(1) 1IN ADDI TION TO THE EXCEPTI ONS PROVIDED FOR IN

SECTI ON 333(F) OF THE ACT OF JUNE 27, 2006 (1ST SP. SESS.,

P.L.1873, NO 1), KNOMW AS THE TAXPAYER REL|I EF ACT, THE COSTS

SPECI FI ED I N PARAGRAPH (2) SHALL CONSTI TUTE AN EXCEPTION TO

THE REFERENDUM REQUI REMENTS OF SECTI ON 333(C) OF THE TAXPAYER

RELI EF ACT SUBJECT TO DEPARTMENT APPROVAL PURSUANT TO SECTI ON

333(J) OF THE TAXPAYER RELI EF ACT.

(2) COSTS I NCURRED BY A SCHOOL DI STRICT I N PROVI DI NG

HEALTH CARE- RELATED BENEFI TS WHI CH ARE ATTRI BUTABLE TO THE

SCHOOL DI STRICT' S PARTI Cl PATION | N THE PROGRAM SHALL

CONSTI TUTE AN EXPENDI TURE FOR PURPOSES OF SECTI ON 333(F) (1)

AND (2) OF THE TAXPAYER RELIEF ACT TO THE EXTENT THE

ANTI Cl PATED | NCREASE | N SUCH COSTS BETWEEN THE CURRENT YEAR

AND THE UPCOM NG YEAR | S GREATER THAN THE | NDEX ESTABLI SHED

FOR THE SCHOCOL DI STRI CT PURSUANT TO SECTI ON 313(1)(I1) OF THE

TAXPAYER RELI EF ACT. THE DOLLAR AMOUNT OF THI S EXCEPTI ON

SHALL BE EQUAL _TO THE PORTI ON OF THE | NCREASE VH CH EXCEEDS
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THE | NDEX ESTABLI SHED FOR THE SCHOOL DI STRI CT _PURSUANT_TO

SECTI ON 313(1)(I11) OF THE TAXPAYER RELI EF ACT.

8§ 9335. Powers and duti es of board.

(a) Powers.--In addition to the powers granted by other

provi sions of this chapter, the board shall have the powers

necessary or convenient to carry out this subchapter, including,

not limted to, the power to:

(1) Determ ne appropriate geographic health care regi ons

for the adm nistrati on of the program and make changes to the

regi ons_as necessary.

(2) Fornulate and establish the conditi ons of

eligibility, including eligibility for health care dependent

coverage for menbers, to include consideration if a nenber or

health care dependent is covered, or eliqgible for coverage,

under anot her enpl oyer-sponsored group health i nsurance pl an;

provi sions for paynment of benefits; and all other provisions

that may be required or necessary to carry out the i ntent and

pur pose of the program

(3) Determ ne and make necessary changes to the standard

benefit package and benefit structure of the program

(4) Establish copaynents, annual deducti bl es,

coi nsurance | evels, exclusions, fornul ari es and ot her

coverage limtati ons and paynent responsibilities of nenbers

incurred at the tinme of service.

(5) Set and adjust nenber cost-sharing contributions to

be expressed as a tarqget percentage of overall program costs

or individually determ ned as aflatfeeor a percentage of <—

sal ary. The board shall determ ne whet her nenber cost-sharing

shall be uniformon a Statewi de basis or shall vary by health

care region
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(6) |Inpose and coll ect necessary fees and char ges.

(7) Determ ne enroll nent procedures.

(8) Establish procedures for coordi nati on of benefits

with other plans and third-party payers, including

coordi nati ng benefits or contracting directly with Mdi care.

(9) Establish a plan with the retirenent systemto

coordi nate health care coverage for annuitants between the

program est abl i shed by this chapter and the group health

i nsurance program sponsored by the retirenent system under

the provisions of Chapter 89 (relating to group health

i nsurance program and to coordi nate the shari ng of

i nformati on pertaining to pren um assi stance paynent

transfers.

(10) Set and adjust contribution rates sufficient to

mai ntai n the adequacy of any reserves established by this

chapter and to fully fund the benefits offered by and to pay

for the adm ni strati ve expenses related to the program

(11) Set and adjust costs for nenmbers electing to

conti nue coverage upon retirenent or separation from

enpl oynent. The board nmay establish different cost rates to

be charged for different categories of nenbers electing to

conti nue coverage.

(12) Purchase insurance or enploy self-insurance, al one

or in conbination, to provide benefits as shall be detern ned

by the board.

(13) Establish appropriate reserves based on generally

accepted standards as applied by Federal and State requl ators

to simlar types of plans.

(14) |ssue self-liquidating debt or borrow agai nst

contri butions, paynents or other accounts receivable for the
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pur poses of prepayi ng any health benefits, establishing

reserves or otherwi se |lowering the cost of coverage.

(15) Establish procedures to verify the accuracy of

statenents and i nformati on subnmitted by eligible individuals

on enrollnment forns, claimfornms or other forns.

(16) Receive and collect all contributi ons due and

payable to the accounts or delegate to a public school entity

or clains processor the right to receive contributions,

paynents or performministerial functions required to assert

the board's rights. In so doing, the board shall have the

(i) nmaintain any and all actions and | eqgal

pr oceedi ngs necessary for the coll ecti on of

contri buti ons; and

(ii) prosecute, defend, conpound, conpronise,

settl e, abandon or adjust any actions, Suits,

proceedi ngs, disputes, clains, details and thi ngs rel ated

to the accounts and program

(17) Establish procedures to hear and deterni ne any

clains and controversi es under this chapter.

(18) Pronulgate rules and requl ati ons reqgardi ng t he

admi ni stration of the program including the establishnent of

the pl an year.

(19) Ensure that a public school entity provides

detailed informati on about the programto eligible enpl oyees

at | east 90 days before program coverage begins to be offered

to school enpl oyees.

(20) Seek and take all necessary steps to retain

eliqgibility for the nenbers, public school entities and the

Commpnweal th to receive tax-preferred or tax-free treat nent
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under the |RC for contributions to and earni ngs of the trust

(21) Enter into agreenents with entities providing or

adm ni steri ng coverage for health benefits under this chapter

for the el ectroni c exchange of data between the parties at a

frequency as deternm ned by the board.

(22) Performand do any and all such acti ons and thi ngs

that may be properly incidental to the exercisi ng of powers,

ri ghts, duties and responsibilities of the board.

(23) Determ ne best practice standards and benchnar ks

for consortia in any sel ection process to build a Statew de

pool or regional pools, including the power to require a

consortiumto merge with another consortium The board shal

have the power to require consortia, as a condition of

conti nued participation in the program to accept any public

school entity applying to join and participate in a

consorti um

(24) Enter into agreenents with any public school entity

or consortiumto i npl enent the program devel oped pursuant to

this chapter and del egate powers necessary to adni ni ster

coverage for health benefits.

(b) Adnministrative duties of board.--In addition to other

duties of the board provided in this chapter, the foll ow ng

duties shall be afforded to the board for the inpl enentati on of

this section.

(c) Requl ations and procedures.--The board shall, with the

advice of the Ofice of General Counsel and the actuary, adopt

and pronul gate rul es and requl ati ons for the uniform

admi ni stration of the program The actuary shall approve in

witing all conputational procedures used in the cal cul ati on of
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contri butions and the cost of benefits, and the board shall by

resol uti on adopt the conputati onal procedures prior to their

application by the board. The rul es, requl ati ons and

conput ati onal procedures as so adopted fromtine to ti ne and as

in force and effect at any tine, together with tables that are

adopted as necessary for the cal culati on of contri buti ons and

the cost of benefits, shall be effective as if fully set forth

in this chapter

(d) Data.--The board shall keep in electronic format records

of clains, eligibility and other data as are stipul ated by the

actuary in order that an annual contribution rate deterni nation

for each health care regi on and vari ous program opti ons can be

conpleted within six nonths of the cl ose of each plan year. The

board shall have final authority over the neans by which data is

coll ected, mmintai ned and stored and in so doing shall protect

the rights of its nenbership as to privacy and confidentiality.

(e) Annual financial statenent.--The board shall prepare and

have published within six nonths foll owi ng the end of each pl an

vear a financial statenent showi ng the condition of the trust

fund as of the end of the previous plan year. The board shal

submt said financial statement to the Governor and shall make

copi es available to public school entities for the use of the

school enpl oyees and the public.

(f) | ndependent audit.--The board shall provide for an

annual audit of the trust fund by an i ndependent certified

public accounting firm

(g) Manual of regul ations.--The board shall, with the advice

of the Ofice of General Counsel and the actuary, prepare within

si x nonths of the commencenent of a program adopted under this

chapter a manual incorporating rules and reqgul ati ons consi st ent
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1 wth the provisions of this chapter for each participating

2 public school entity that shall nmake infornmation contained in
3 the manual available to school enployees. The board shal

4 thereafter advise public school entities within 90 days of any
5 changes in rules and regulations due to changes in the |aw or
6 due to changes in adninistrative policies.

7 (h) Annual budget.--The board shall establish an annual

8 budget for the program and nake di sbursenments fromthe trust

9 fund that are consistent with the budget.

10 (i) Program assistance.--The board nmay solicit and accept
11 grants, loans and other aid fromany person, corporation or

12 other legal entity or fromthe Federal, State or |ocal

13 governnent and participate in any Federal, State or | ocal

14 governnent programif necessary for prudent nanagenent of the
15 program

16 (j) Functions.--The board shall perform other functions as
17 are required for the execution of this chapter and shall have
18 the right to inspect enploynent records of public school

19 entities.
20 (k) Qualified majority voting provision.--A qualified
21 nmmjority vote shall be required on any matter voted upon by the
22 board affecting the devel opnent of or any change in:
23 (1) The plan to inplenent the program adopted pursuant
24 to section 9323(f) (relating to plan adoption).
25 (2) The standard benefit package, benefit options or
26 pl an design offered by the programto covered enpl oyees.
27 (3) Menbership eligibility criteria.
28 (4) The addition, deletion or significant change in
29 status of an insurance carrier, benefits adm nistrator or
30 other major contractor in the admi nistration of benefits, or
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1 the addition, deletion or significant change in status of a
2 health care provider network.

3 (5) Any deternmination on the use of excess fund

4 paynments.

5 (6) The overall per-enployee cost of the standard

6 benefit package to the trust fund and any public school

7 entity funding and nenber cost-sharing responsibilities.

8 (7) Cost _contai nnent neasures such_as_nmnaged care,

9 wel | ness centers and | arge _case nmanagenent.

10 (8) Contracts valued at nore than $25, 000, 000.

11 (9) Changes in trust docunent, bylaws or any nmjor

12 internal operating policies or procedures, such as clains
13 appeal procedures, not to include routine nministerial

14 functions.

15 (10) THE ALTERNATI VE MEASURES PROGRAM CREATED PURSUANT
16 TO SECTI ON 9351(A) (RELATI NG TO ALTERNATI VE MEASURES

17 PROGRAM.

18 (11) APPROVE EMPLOYMENT OF AND CONTRACTS W TH

19 CONSULTANTS AND PROFESSI ONAL PERSONNEL
20 () Duties conferred upon secretary.--The secretary of the
21 board shall supervise a staff of admnistrative, technical and
22 clerical enployees engaged in recordkeeping and clerical
23 processing activities in maintaining files of nenbers,
24 accounting for_contributions, processing paynents, preparing
25 required reports and _counseling.
26 8 9336. Public School Enployees' Benefit Trust Fund.
27 (a) Establishnent of trust fund.--The Public School
28 Enployees' Benefit Trust Fund is established in the State

29 Treasury. The noneys of the trust fund are appropri ated on a

30 continuing basis and shall be used exclusively for the purposes
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set forth in this chapter. Al of the assets of the trust fund

shal|l be mai ntai ned and accounted for, separate fromall other

funds and noneys of the Commonweal th. The Treasury Depart nent

shall credit to the trust fund all nopneys received fromthe

Departnent of Revenue arising fromthe contributi ons required

under this chapter and all earnings frominvestnents or npneys

of the trust fund. There shall be establi shed and nmai ntai ned by

the board the several | edger accounts, including:

(1) The enpl oyee benefits account shall be the | edger

account to which shall be credited the paynents from secti on

9333(a),(b) and (c) (relating to conti nuati on of coverage and

transfer enpl oyees), paynents from nenbers for cost sharing

and any additi onal nenber-paid cost associated with opti onal

benefit packages el ected by nenbers and transfers fromthe

enpl oyer contri buti on account as provided in paragraph (3).

Al earnings derived frominvestnent of the assets of the

enpl oyee benefits account shall be credited to this account.

The board is authorized to separately i nvest the anpbunts in

t he enpl oyee benefits account in a prudent manner intended to

maxi m ze the safety of the capital contained in the enpl oyee

benefits account. Paynents for nenber health care benefits

and the direct adnmi nistrati ve expenses of the board rel ated

to the adm ni strati on of the enpl oyee benefits program as

provided in section 9312(d) (relating to adm ni strative

duties of board), shall be charged to this account.

(2) Reserve account.

(i) Arestricted reserve account, or nore than one

account if the board deternmnes it necessary to have

segregated accounts, is established within the trust fund

for the purpose of establishing and nmi ntaining a reserve
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or separate reserves sufficient:

(A) to pay the expected cl ai ns experi ence of the

programin the event the board elects to self-fund

all or a portion of the program for any plan years;

(B) to prefund the accrued liability for any

postretirenent health care benefits earned by

enpl oyees enrolled in the program pursuant to secti on

9333(a)(1) (relating to continuati on of coverage and

transfer enpl oyees) as the benefit is earned by the

enpl oyees; and

(C) to anortize the unfunded actuarial accrued

liability for postretirenent health care benefits

al ready earned by enpl oyees and annui tants pur suant

to section 9333(a)(1) in the event the board el ects

to assune all or a portion of the liability. The

board shall use an anorti zation period that does not

exceed 30 years for this purpose.

(ii) The board shall annually establish through an

actuary retained by the board the anount necessary, if

any, to establish and maintain a reserve or separate

reserves sufficient for the purposes of this paragraph.

Any noneys needed to maintain the reserve or separate

reserves established under this paragraph shall be

coll ected through the adjustnent of the contribution rate

est abl i shed pursuant to section 9334(b) and (c) (relating

to partnership for stable benefits fundi ng) or through

ot her avail abl e sources.

(iii) The noneys in any reserve account nay be

i nvested by the board separate from ot her npbneys of the

trust fund. Al earnings derived frominvestnment of the
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1 assets of any reserve account shall be credited to the
2 reserve account.

3 (3) The enployer contribution account shall be the

4 | edger account to which shall be credited all contributions
5 made by the Conmonwealth as deternmined in accordance with

6 section 9334(e) and paynents from public school entities as
7 determ ned in accordance with section 9334(i), as well as al
8 earnings derived fromthe investnent of the assets of the

9 enpl oyer contribution account. The total anmpunt of the

10 Conmonweal th and public school entity contributions required
11 to provide the standard benefit package on behalf of al

12 nenbers who are school enployees and their eligible health
13 care dependents shall be transferred on a nonthly basis to
14 t he enpl oyee benefits account.

15 (b) Conposition.--The trust fund shall consist of:

16 (1) Al paynents made by nenbers or received fromthe
17 Conmonweal th and public school entities and all interest,

18 earni ngs and additions thereto.

19 (2) Any other noney, public or private, appropriated or
20 made available to the board for the trust fund or any reserve
21 account fromany source and all interest, earnings and
22 addi tions thereto.
23 (c) Adnministration of trust and associated funds.--The
24 assets of the trust fund shall be preserved, invested and
25 expended solely pursuant to and for the purposes set forth in
26 this chapter
27 (d) Control and nmanagenent of trust fund.--
28 (1) The board shall have exclusive control and
29 managenent of the trust fund and full power to invest and
30 manage the assets of each account of the trust fund as a
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prudent investor would, by considering the purposes, terns

and ot her circunstances of each account and by pursui ng an

overall investment strategy reasonably suited to the trust

(2) The board may invest in every kind of property and

type of investnent, including, but not limted to, nutual

funds and simlar investnents, consistent with this

subsecti on.

(3) In nmaking i nvestnent and nmanagenent deci sions, the

board shall consider, anong other things, to the extent

rel evant to the deci sion or action:

(i) the size and nature of the account;

(ii) the liquidity and paynent requirenents of the

(iii) the role that each i nvestnent or course of

action plays in the overall investnent strategy;

(iv) to the extent reasonably known to the board,

the needs for present and future paynents; and

(v) the reasonabl e diversification of assets, taking

i nto account the purposes, terns and other circunstances

of the trust fund and the requirenents of this section.

(e) Custodian of trust fund.--The State Treasurer shall be

the custodi an of the trust fund.

(f) Nane for transacti ng busi ness.--By the nane of "The

Publ i ¢ School Enpl oyees' Benefit Trust Fund," all of the

busi ness of the trust fund shall be transacted, its fund

i nvested, all requisitions for noney drawn and paynments nade and

all of its cash and securities and other property shall be held,

except that, any other law to the contrary notw t hstandi ng, the

board nay establish a noninee regi strati on procedure for the
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pur pose of registering securities in order to facilitate the

purchase, sale or other disposition of securities.

(g) Paynent fromtrust fund.--All paynents fromthe trust

fund shall be nade by the State Treasurer in accordance with

requi sitions signed by the secretary of the board or the

secretary's desi gnee. The board shall reinburse the State

Treasurer for the cost of maki ng di sbursenents fromthe trust

(h) Fiduciary status of board.--Board nenbers, enpl oyees of

the board and agents thereof shall stand in a fiduciary

relationship to the nenbers regardi ng the i nvest nents and

di sbursenents of any of the npbneys of the trust fund and shal

not profit either directly or indirectly with respect thereto.

(i) Transfers.--The board may transfer npbneys anong the

vari ous accounts of the trust fund, including any reserve

accounts established under subsection (a)(2), as may be

necessary to satisfy the provisions of this chapter. Transfers

fromfunds retained in the reserve account pursuant to

subsection (a)(2)(i)(A my be nade only for the paynent of

clains or expected clains as deterni ned by the actuary retained

by the board. Transfers fromfunds retained in the reserve

account pursuant to subsection (a)(2)(i)(B) or (C) nay be nade

only for paying toward the cost of providing health care

benefits to annuitants enrolled in the program pursuant to

section 9333(a)(1).

(j) Additional powers of board.--The board nay:

(1) Adopt, fromtine to tine, appropriate i nvestnent

policy quidelines and convey the sanme to those fiduci aries

who have the responsibility for the i nvestnent of funds.

(2) Retain such portion of the npbneys of the accounts in
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cash or cash bal ances as the board nay deem desir abl e,

without any liability or interest thereon.

(3) Settle, conprom se or subnmit to arbitrati on al

clains or damages due fromor to the accounts, conmence or

defend any | egal, equitable or adm nistrati ve proceedi ngs

brought in connection with the program and represent the

trust fund in all proceedi ngs under this paragraph.

(k) Additional duties of secretary.--The secretary of the

board shall serve as liaison to the Treasury Departnent, the

Departnment of the Auditor General and between the board and the

i nvest nent counsel and the nortgage supervi sor in arrangi ng for

i nvestnents to secure nmaxi numreturns to the trust fund.

8§ 9337. M srepresentation, refusal to cooperate and fraud.

(a) Msrepresentation.--If the eligible individual or anyone

acting on behalf of an eligible individual makes a fal se

statenent or withholds informati on on the applicati on for

enrollnment with intent to deceive or affect the acceptance of

the enroll ment application or the risks assuned by the program

or otherwi se m sl eads the board, the board shall be entitled to

recover its damages, including |legal fees, fromthe eliqgible

i ndi vidual or from any other person responsi ble for m sl eadi ng

the board and fromthe person for whomthe benefits were

provided. Any nmaterial misrepresentati on on the part of the

eliqgible individual in nmaking application for coverage or any

application for reclassification thereof or for service

t her eunder shall render the coverage under the program null and

(b) Refusal to cooperate.--The board nay refuse to pay

benefits, or cease to pay benefits, on behalf of an eliqgible

i ndi vidual who fails to sign any docunent deened by the board to
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be relevant to protecting its subrogation rights or certifying

eligibility or who fails to provide rel evant i nfornmati on when

requested. As used in this subsection, the term"infornmati on"

i ncl udes any docunents, insurance policies, police reports or

any reasonabl e request by the clains processor to enforce the

board's rights.

(c) Penalty for fraud.--In any case in which the board finds

that an eligible individual is receiving benefits based on fal se

i nformati on, the additi onal anpbunts recei ved predi cated on the

fal se informati on, together with i nterest doubl ed and conpounded

and | egal fees, shall be due fromthe nenber. To secure paynent

of funds, the board shall have the right to garni sh or attach

all or a portion of any conpensati on payable to the party by the

party's enpl oyer, any annuity payable to the party by the

reti renent system any accunul ated deducti ons held by the

retirenent systemin the party's account or any process

what soever.

8§ 9338. M scel | aneous provi Si ons.

(a) Construction of chapter.--

(1) Any term nation or other nodifications of the

program including, but not limted to, a change in rates,

benefits options or structure of the provision of health care

benefits, shall not give rise to any contractual rights or

clains by any eliqgible individuals or any other person

clainming an interest, either directly or indirectly, in the

program No provisions of this chapter, nor any rule or

requl ati on adopted pursuant to this chapter, shall create in

any person a contractual right in that provision.

(2) The provisions of this chapter are severable and if

any of its provisions shall be held to be unconstitutional,
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the decision of the court shall not affect or inpair any of

the remni ning provisions. It is hereby declared to be the

| egi slative intent that this chapter woul d have been adopted

had the unconstituti onal provisions not been incl uded.

(3) TH'S SUBSECTI ON SHALL NOT APPLY TO POLI Cl ES DESI GNED

PRIMARI LY TO PROVI DE COVERAGE PAYABLE ON A PER DI EM FI XED

| NDEMNI TY OR NONEXPENSE | NCURRED BASI S, OR POLICIES THAT

PROVI DE ACCI DENT ONLY COVERAGE, VWWHERE PAYMENT FOR SUCH POLI CY

IS MADE SOLELY BY THE SCHOOL EMPLOYEE.

(b) Hold harnl ess.--Neither the Commonweal th nor the board,

including their respective officers, directors and enpl oyees,

shall be liable for any cl ai ns, denands, actions or liability of

any nature, including, but not linited to, attorney fees and

court costs, based upon or arising out of the operations of the

program whether incurred directly or indirectly. The eliqgible

i ndi viduals who enroll and participate in the program shall be

deened to agree, on behalf of thenselves and their heirs,

successors and assigns, to hold harnl ess the Commonweal th and

the board, including their respective officers, directors and

enpl oyees, from any cl ai ns, demands, actions or liability of any

nature, whether directly or indirectly, including attorney fees

and court costs, based upon or arising out of the operati on of

t he program

(c) No recourse.--Under no circunstances shall the assets of

the Commonwealth be liable for or its assets be used to pay any

clains, demands, actions or liability of any nature, whether

directly or indirectly, including, but not limted to, attorney

fees and court costs, based upon or arising out of the operation

of the program

(d) Reservation of inmmunities.--Nothing contained in this
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chapter shall be construed as a wai ver of the Commonweal th's or

board's inmunities, defenses, rights or actions arising out of

their sovereign status or fromthe 11th anendnment to the

Constitution of the United States.

(e) Collective bargai ni ng, nedi ati on and bi ndi ng

arbitration. - - Nething EXCEPT AS OTHERW SE PROVIDED I N SUBSECTI ON <—

(F), NOTHHNG in this chapter or in any other | aw shall be

construed to pernit, authorize or require coll ective bargai ni ng,

medi ati on or binding arbitration to create, alter or nodify

health benefits set forth in this chapter or adm ni stered by the

board for school enpl oyees and their health care dependents.

Furt her, EXCEPT AS OTHERW SE PROVI DED I N SUBSECTION (F), nothing <—

in this chapter or in any other | aw shall be construed to

pernmt, authorize or require a public school entity, through

col |l ective bargai ni ng, nediation or binding arbitrati on, or

otherwi se, to establish, create, alter or nodify a health

benefits plan or pay health benefits set forth in this chapter

or adnini stered by the board that nodify or suppl ement in any

way the health benefits set forth in this chapter for school
enpl oyees and their health care dependents. Netwithstandingthe <—
.. f thi I Rt ) :
2t ) ) ] ) I .. o
(F) EXCEPTI ONS. - - <—

(1) THE PARTIES MNAY:

(1) CONTINUE TO ENGACE I N COLLECTI VE BARGAI NI NG W TH

regard to health benefits until such tine as the board-

sponsored program pursuant to this subchapter, is

rel eased and the standard benefit package i s nade

avai |l abl e to enpl oyees of a public school entity.

However, any health benefits provided under a coll ective
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1 bar gai ni ng agreenent entered into on or after the

2 effective date of this chapter shall contain a provision

3 t hat school enpl oyees covered by the agreenent nust join

4 t he board-sponsored programas required by section 9332

5 (relating to mandatory participation and optional

6 nenbership) as a condition of continuing to receive

7 heal th benefits. The board shall determn ne the

8 appropriate tinmng and phase-in of the programin any

9 public school entity taking into consideration the need

10 for the public school entity to properly term nate any

11 existing health benefits arrangenents.

12 2}y Negotiate or otherwi se agree to provide benefits <—
13 (1) NEGOTI ATE OR OTHERW SE_AGREE TO PROVI DE OR MAKE <—
14 PAYMENT FOR SUPPLEMENTAL BENEFI TS that have not been

15 included as part of the standard benefit package sotong <—
16 as-they do not—increase ofr dimnish the tevel of any

20 PACKAGE. <—
21 (2)  NOTHI NG CONTAINED IN THI S CHAPTER SHALL restrict a

22 public _school entity fromnegotiating or otherw se agreeing

23 to nmake paynent for postretirenment health benefits for

24 nmenbers or _as nmay be provided for in Subchapter F (relating

25 to retirenent health savings plan).

26 (G INTIAL QUALI FIED VAJORI TY VOTE REQUI REMENT. - - A <—
27 QUALIFIED MAJORITY VOTE OF THE BOARD THAT OCCURS ON OR BEFORE

28 DECEMBER 31, 2010, MJST I NCLUDE THE SUPPORT OF ElI THER THE

29 SECRETARY OF THE BUDGET OR THE | NSURANCE COWM SSI ONER

30 SUBCHAPTER E
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ALTERNATI VE MEASURES FOR COST REDUCTI ON

Sec.

9351. Alternative neasures program

8 9351. Alternative neasures program

(a) Creation.--Upon conpleting the study required under

section 9321 (relating to school enpl oyee health benefits study

and evaluation) with either a negati ve recommendati on to proceed

with i npl enentation of a Statewi de health care programor if the

board fails to achi eve agreenent and approve a plan for

i mpl enenting a Statewi de health benefits programby a qualified

majority vote, the board shall proceed to initiate and sponsor

an alternative neasures programto reduce the costs for public

school entities in providing health care coverage to enpl oyees

and other eligible individuals.

(b)Y Programdesign.--1n designing an alternative nmeasures

program the board may consider all of the foll ow ng:

(1) Establishnent of pools for sel ected areas of

coverage, such as pharnmacy services, transpl ants, stop-|oss

i nsurance, health care nmnagenent or other possi bl e areas

that in the board' s judgnent can be offered Statew de or

regionally on a nore stable and cost-effective basis.

(2) Assistance in the formation of consortia to serve

public school entities that do not have the option of joining

an exi sting consorti um

(3) Devel opnent of best practice standards and

benchmarks for public school entities and consorti a-

sponsoring health care plans for school enpl oyees.

(4) Requirenents that public school entities and

consortia aggregate into |arger reqi onal pools, with opt-out

provi sions for public school entities or consortia that neet
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best practice standards and benchmarks.

(5) Requirenents for public disclosure by public school

entities and consortia conparing their health benefits

purchasi ng to establi shed best practice standards in their

(c) |Inplenentation.--The board shall have full authority to

sel ect and contract with i nsurance carriers, health mai ntenance

organi zati ons, pharnmacy benefit managers, third-party

admi ni strators, reinsurers and any other entities necessary to

provi de the sel ected areas of coverage. The board shall have

full authority to determ ne the nature, anount and duration and

di sconti nuati on of coverage to be provi ded.

(d) WMandatory and optional participation.--The board shal

have the authority to require public school entities and

consortia to participate in the alternati ve neasures program

(e) Transition plan.--1f the board deternines that a public

school entity or consortiumshall be required to participate in

the alternati ve neasures program the public school entity or

consortiumshall, within a reasonable period of tine as

deterni ned by the board, present to the board a transiti on pl an

with a schedule for the public school entity or consortiumto

join the alternati ve neasures program The board shall revi ew

the transition plan with the public school entity or consortium

and nake any necessary nodificati ons before granting approval of

the plan. A public school entity or consortiumshall be subject

to adherence to the transition plan approved by the board.

(f) Extensions of tine.--The board shall gi ve due

consideration to a transition plan subm tted pursuant to

subsection (e) that includes a request for an extensi on of tine.

Consi deration shall be given to a public school entity or
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consortiumwhich will incur a significant financial cost or

(g) Prohibited nenmbership.--A public school entity that

partici pates in the Pennsyl vani a Enpl oyees' Benefit Trust Fund

shall be prohibited fromparticipating in the alternative

neasures_program

(h) Transition of enployees.--A public school entity that

provi des sone or all of its enployees with health benefits

t hr ough anot her health care plan by virtue of one or nore

col |l ecti ve bargai ni ngq agreenents entered into prior to the

effective date of this chapter shall not be required to join the

alternative neasures programuntil expiration of the coll ective

bar gai ni ng agreenents. The public school entity and sone or al

of its enpl oyees, or bargaining representatives of its

enpl oyees, may, by nutual agreenent and approval of the board,

join the program at an earlier date. Renewal or extension of a

col |l ecti ve bargai ni ng agreenent shall constitute its expiration

for the purposes of this subsection.
(i) Optional nenbership.--No school district efthe first <—

I ’ I L fied ) Y bl
SchoolCode— shall be required to participate in the alternative

measures program except as may be agreed upon under the terns

of a collective bargai ni ng agreenment covering a majority of

enpl oyees of the school district. Upon a school district efthe <—

first—elass entering participation in the alternative neasures

program pursuant to a coll ective bargai ni ng agreenent, conti nued

participation in the alternati ve neasures program shall becone

SUBCHAPTER F

RETI REMENT HEALTH SAVI NGS PLAN
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Sec.

9361. Retirenment heal th savi ngs pl an.

8§ 9361. Retirenment heal th savi ngs pl an.

(a) Plan created.--The board shall establish a retirenent

heal th savi ngs pl an t hrough whi ch school enpl oyees can save to

cover health-rel ated expenses following retirenment. For this

pur pose the board shall nmke avail able one or nobre trusts

i ncludi ng a governnmental trust or governnental trusts authorized

under the |RC as eliqgible for tax-preferred or tax-free

treatnent. The board may pronul gate requl ati ons reqgardi ng t he

prudent and efficient operation of the retirenent health savi ngs

pl an, including, but not limted to:

(1) Establishnent of an annual adm ni strati ve budget and

di sbursenents in accordance with the budget.

(2) Determnation of the structure of the retirenent

heal th savi ngs accounts available to eliqgi ble school

enpl oyees._

(3) Deternmination of enroll nent procedures.

(b)Y Contracting authorized.--The board is authorized to

administer the retirenent health savings plan and to contract

with any lawfully authorized entities to provide i nvest nent

servi ces, recordkeepi ng, benefit paynents and ot her functions

necessary for the adm nistration of the retirenent health

savi ngs plan. The board may contract with the retirenent system

to invest funds in an account that shall be mai ntai ned and

accounted for separately fromthe funds of the retirenent system

and i nvested in a prudent manner intended to nmaxim ze the safety

of the capital, with all earnings derived frominvestnent of the

assets to be credited to the retirenent health savi ngs pl an.

Costs and expenses incurred by the retirenent systemin
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adm ni stering the i nvestnent option shall be paid by the

reti renent heal th savi ngs pl an.

(c) Separate account.--All funds related to the retirenent

health savi ngs plan shall be nmmi ntai ned and accounted for

separately fromthe health benefits program sponsored by the

board. The assets of the retirenent health savi ngs pl an shal

not be liable or utilized for paynment of any expenses or clains

i ncurred by the health benefits program other than as nmay be

directed by the partici pant account hol der for reinbursenent of

an | RC-qualifying heal th-rel ated expense.

(d) Enrollnent.--The board shall establish eligibility

qui del i nes consistent with the | RC for school enpl oyees to

participate in the retirenent health savi ngs pl an.

(e) Contributions.--

(1) The board shall deternine what contri buti ons are

eligible under the |RC for tax-preferred or tax-free

treatnent and nay be made into a retirenent health savi ngs

pl an by a school enpl oyee. The board shall authorize and

all ow contributions, subject to appropriate linmts as nay be

establi shed by the board, to be paid by a school enpl oyee

el ecting participation in the retirenent health savi ngs pl an

subject to the foll owing conditions:

(i) A nandatory school enpl oyee contri bution

establi shed as a fi xed percent age of conpensati on nay be

establ i shed through a coll ecti ve bargai ni ng agr eenent

bet ween a public school entity and a bargai ni ng group

representi ng school enployees. The retirenent heal th

savi ngs plan contri bution rate does not have to be

uni formfor all groups of school enpl oyees.

(ii) An optional enployee contribution at a fi xed
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reti

per cent age of conpensati on nay be el ected by a school

enpl oyee during an annual el ecti on wi ndow that, once

el ected, shall continue in effect, except to the extent

it may be changed or di sconti nued at a subsequent annual

el ecti on wi ndow as provided for by the board or

suppl anted by a nandatory contri buti on.

(iii) An optional school enpl oyee contributi on of

all or any portion of annual | eave, vacati on pay,

personal days or sick | eave may be el ected by a school

enpl oyee as so desi gnated by the enpl oyee and agreed to

by the enpl oyee's enpl oyer. The board nmay provi de that

the el ection shall be made duri ng an annual el ection

wi ndow of no greater than 90 days as determ ned by the

board. Once the el ecti on has been made, an enpl oyee shal

not be all owed to change the anpunt or di scontinue the

contri butions until the next annual el ection w ndow.

(2) The follow ng contributions shall be nade into a

renment heal th savings plan on behalf of a school

enpl

Oyee.

(i) For an enpl oyee who el ects participation in the

retirenent health savi ngs pl an, the enpl oyee's enpl oyer

shall make a contribution to the enpl oyee's account equal

to the public school entity's savings in Social Security

and Medicare taxes resulting fromthe tax-preferred or

tax-free treatnent of contri buti ons nade by the school

enpl oyee under this subsection. Additional contributions

by a public school entity may be established through a

col |l ecti ve bargai ni ng agreenent between a public school

entity and a bargai ni ng group representi ng school

enpl oyees._
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(ii) Any other paynents by the Commonweal th or

public school entity, including any set-asi de paynents to

be nmade to school enpl oyee accounts under section 9334

(relating to partnership for stable benefits fundi ng) as

deternmi ned by the board.

(3) Contributions to the plan by a school enpl oyee or by

the Commonwealth or a public school entity on behalf of an

enpl oyee nust be held in trust for rei nbursenent of enpl oyee

heal t h-rel at ed expenses and the health-rel ated expenses of

any health care dependents following retirenent of the

enpl oyee or when otherw se determ ned to be benefit eliqible.

The board shall nmintain a separate account of the

contri buti ons made by or on behalf of each partici pant and

the earni ngs thereon. The board shall make avail able a

sel ection of investnent options for participants who wi sh to

direct the i nvestnent of the accunul ations in the

partici pant's account, in addition to a default option for

partici pants to be invested in a prudent nanner as detern ned

by the board.

(f) Reinbursenent for health-rel ated expenses. - -

(1) Upon retirenent or separation fromenpl oynent with a

public school entity, a participant becones eligible to seek

rei nbursenents for | RC-qualifying health-rel ated expenses

fromthe participant's retirenent heal th savi ngs pl an

account, including rei nbursenents for the health-rel ated

expenses of the participant's eliqgible health care

dependent s.

(2) |If a school enployee dies prior to exhausting the

bal ance in the enpl oyee's retirenent health savi ngs pl an

account, the enpl oyee's health care dependents are eliqible
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to seek rei mbursenent for | RC-qualifying health-rel ated

expenses fromthe account.

(3) The board shall pay rei nbursements froma retirenent

heal th savi ngs pl an account until the accunulation in the

account has been exhausted. |f an account bal ance renai ns

after the death of all participant account hol ders, the

remai nder of the account nust be paid to the school

enpl oyee's beneficiaries or, if none, to the enpl oyee's

(g) Annual financial statenent.--Quarterly and annually the

board shall prepare summary retirenment heal th savi ngs pl an

statenents for individual partici pant account hol ders |isting

i nformati on on contri buti ons, investnent earni ngs and

di stributions for the account hol ders' accounts.

(h) Fees.--The board is authorized to charge uniformfees to

partici pants to cover the ongoi ng costs of operating the plan.

Any fees not needed nust revert to partici pant accounts or be

used to reduce plan fees the foll owi ng year.

(i) Advisory commttee.--

(1) The board shall establish a partici pant advi sory

committee for the retirenent health savi ngs pl an conposed of:

(i) One representati ve appoi nted by each Statew de

uni on that represents bargai ni ng groups of school

enpl oyees participating in the plan.

(ii) One representati ve of each Statew de

organi zati on representing at | east 10% of annuitants.

(iii) One representative of the Pennsyl vani a

Associ ati on of School Busi ness Oficials.

(iv) One representative of the Pennsyl vani a School

Boar ds Associ ati on.
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(2) Each participant group shall be responsible for the

expenses of its own representati ve.

(3) The advisory conmittee shall nmeet at | east two tines

per year and shall be consulted on plan offerings. By October

1 of each year, the board shall give the advisory conmittee a

statenent of fees collected and the use of the fees.

Section 3. Wthin 18 nonths after the Statew de health

benefits programor the alternative neasures programis fully

© o0 N oo o A~ wWw N P

i npl enented, the Secretary of Admi nistration shall report to the

=Y
o

Governor, the President pro tenpore of the Senate and the

=
=

Speaker of the House of Representatives the feasibility of

=
N

i ncludi ng community col |l ege enpl oyees in the program

=Y
w

Section 4. This act shall take effect imediately.

J2L24BI L/ 20070H1841B3173 - 67 -



