PRI OR PRINTER S NO. 646 PRINTER S NO. 1759

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 596 %5~

| NTRODUCED BY ORI E, BOSCOLA, LOGAN, RAFFERTY, FOLMER, GORDNER
LAVALLE, BROWNE, COSTA, FERLO PI PPY, BAKER, EARLL, RHOADES,
GREENLEAF, WOZNI AK, D. WH TE, SCARNATI, WONDERLI NG, BRUBAKER
Mel LHE NNEY, FONTANA, PUNT, REGOLA AND C. W LLI AMS5,
MARCH 20, 2007

SENATOR BROWNE, FI NANCE, AS AMENDED, FEBRUARY 11, 2008

AN ACT
1 Anending Titles 24 (Education) and 71 (State Government) of the
2 Pennsyl vani a Consol i dated Statutes, addi ng and anendi ng
3 certain definitions; prohibiting creation of |ocal governnent
4 police enployee retirenment systens; providing for mandatory
5 menber shi p of |ocal governnment police enployees; revising
6 general nmunici pal pension system State aid; and providing for
7 suppl enental | ocal government police benefit accumul ation
8 pl ans and for |ocal government contributions and guarant ees.
9 The CGeneral Assenbly finds and declares as foll ows:
10 (1) A nunber of police enployee retirenment systens
11 establ i shed and adm ni stered by | ocal governnments in this
12 Commonweal th are encountering serious problens of rising
13 costs caused, in part, by the lack of sufficient nenbers to
14 provi de a sound basis for conputing contribution requirenents
15 over an extended period of tinme.
16 (2) Divergent provisions anong these systens preclude
17 t he opportunity of |ocal governnment police enployees to
18 transfer fromone | ocal governnent enpl oyer to another.
19 (3) Simlarly situated | ocal governnent police enpl oyees



1 are eligible for dissimlar retirenent benefits.

2 (4) There are substantial inefficiencies in the

3 adm ni stration of | ocal governnent police enployee retirenent
4 syst ens.

5 (5) The great nunber of |ocal governnment police enpl oyee
6 retirement systens make adequate nonitoring difficult and

7 expensi ve.

8 (6) The anticipated gains fromconsolidation are found
9 to exceed expected costs.

10 (7) It is the purpose of this act to provide for the

11 systematic transition of existing individual |ocal governnent
12 police enployee retirenent systenms into a single State-

13 adm ni stered system of a size, scope and structure that wll
14 assur e:

15 (1) Fiscal and actuarial stability.

16 (ii) An adequate, uniformand certain |evel of

17 financial security protections for |ocal governnent

18 pol i ce enpl oyees.

19 (iit) A properly funded | ocal governnent police
20 enpl oyee retirenment system
21 (itv) An econony of scale in adm nistrative costs.
22 (v) Inproved public enployee nobility.
23 (vi) A pooled and prudent investnent of assets.
24 (vii) Procedures for an orderly and equitable
25 transfer of assets and liabilities fromany superseded
26 | ocal governnent police enployee systeminto the
27 Gover nment Enpl oyees' Retirenent System
28 (viii) An adequate and consistent |evel of
29 menber ship services for | ocal governnent police
30 enpl oyees.
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The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definitions of "eligibility points,"

"inactive nenber,"” "multiple service," "State Enpl oyees’
Retirement System and "State service" in section 8102 of Title
24 of the Pennsyl vania Consolidated Statutes are anmended and the
section is anended by adding definitions to read:
§ 8102. Definitions.

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

* %k

"Eligibility points.” Points which are accrued by an active
menber or a multiple service nenber who is an active nenber of
the [ State] Governnent Enpl oyees' Retirement Systemfor credited
service and are used in the determination of eligibility for
benefits as provided in section 8306 (relating to eligibility
poi nts).

* * %

"CGover nnent Enpl oyees' Retirenent System" The retirenent

system establi shed under 71 Pa.C.S. (relating to State

Gover nnent ) .

"CGovernnent service." Service rendered as a gover nnent

enpl oyee and credited as service in the Gover nment Enpl oyees'

Retirenment System

* * %

"I nactive nenber." A nmenber for whom no pickup contributions
are being made, except in the case of an active nmenber for whom
such contributions otherwi se required for current school service

are not being nade solely by reason of any provision of this
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part relating to the limtations under section 401(a)(17) or
415(b) of the Internal Revenue Code of 1986 (Public Law 99-514,
26 U.S.C. 8 401(a)(17) or 415(b)), who has accunul at ed
deductions standing to his credit in the fund and for whom
contributions have been made within the |ast two school years or
a multiple service nmenber who is active in the [State]
Gover nnent Enpl oyees' Retirenment System

"Multiple service." Credited service of a nenber who has
el ected to conmbine his credited service in both the Public
School Enpl oyees' Retirement System and the [State] Governnent

Enpl oyees' Retirenment System

* x *

["State Enpl oyees' Retirenent System™ The retirement system
established by the act of June 27, 1923 (P.L.858, No.331) and
codified by the act of June 1, 1959 (P.L.392, No.78) and by Part
XXV of Title 71 (relating to retirenment for State enpl oyees and
of ficers), added March 1, 1974 (P.L. 125, No.31).

"State service." Service rendered as a State enpl oyee and
credited as service in the State Enpl oyees' Retirenment System ]

* x *

Section 2. Sections 8301(a)(1), 8303(c), 8306(a), 8346(d),
8501(d), 8503(c), 8504, 8505(b), 8506(d), (e), (g) and (h) and
8507(a), (c) and (d) of Title 24 are anended to read:

§ 8301. Mandatory and optional nenbership.

(a) Mandatory nenbership.--Mnbership in the systemshall be
mandatory as of the effective date of enploynent for all school
enpl oyees except the follow ng:

(1) Any officer or enployee of the Departnent of

Educati on, State-owned educational institutions, community
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col | eges, area vocational -techni cal schools, technical
institutes, or the Pennsylvania State University and who is a
menber of the [State] Governnent Enpl oyees' Retirement System

or a nenber of another retirenment program approved by the

enpl oyer.
* %
§ 8303. Eligibility points for retention and reinstatenent of
service credits.

* %

(c) Purchase of previous creditable service.--Every active
menber of the systemor a multiple service nmenber who is an
active nmenber of the [State] Governnent Enpl oyees' Retirenent
Systemon or after the effective date of this part may purchase
credit and receive eligibility points:

(1) as a nenber of Class T-C for previous school service
or creditabl e nonschool service; or
(2) as a nenber of Class T-D for previous school

service, provided the nmenber elects to becone a Cass T-D

menber pursuant to section 8305.1 (relating to election to

beconme a class T-D nenber);
upon witten agreenent by the nenber and the board as to the
manner of paynment of the amount due for credit for such service;
except, that any purchase for reinstatenent of service credit
shall be for all service previously credited.
§ 8306. Eligibility points.

(a) GCeneral rule.--An active nenber of the system shal
accrue one eligibility point for each year of credited service
as a nenber of the school or [State] governnent retirenent

system A nenber shall accrue an additional two-thirds of an

eligibility point for each year of Cass D3 credited service
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under the [State] Governnent Enpl oyees' Retirenment System In
the case of a fractional part of a year of credited service, a
menber shall accrue the corresponding fractional portion of an
eligibility point.

* * %

§ 8346. Term nation of annuities.
* %
(d) Elimnation of the effect of frozen present val ue. --

(1) An annuitant who returns to school service and earns
three eligibility points by perform ng credited school
service followi ng the nost recent period of receipt of an
annuity under this part, or an annuitant who enters [ State]

(i) is amltiple service nenber; or

(ii) who elects nmultiple service nenbership, and
earns three eligibility points by performng credited [ State]
governnent service or credited school service follow ng the
nost recent period of receipt of an annuity under this part,
and who had the present value of his annuity frozen in
accordance with subsection (a), shall qualify to have the
effect of the frozen present value resulting from al
previ ous periods of retirement elimnated, provided that al
paynents under Option 4 and annuity paynents payabl e during
previ ous periods of retirement plus interest as set forth in
par agraph (3) shall be returned to the fund in the formof an
actuarial adjustnent to his subsequent benefits or in such
formas the board may ot herw se direct.

(2) Upon subsequent discontinuance of service and the
filing of an application for an annuity, a former annuitant

who qualifies to have the effect of a frozen present val ue

20070S0596B1759 - 6 -
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el imnated under this subsection shall be entitled to receive
t he hi gher of either:

(i) an annuity (prior to optional nodification)
calculated as if the freezing of the fornmer annuitant's
account pursuant to subsection (a) had not occurred,
adj usted according to paragraph (3), provided that a
former annuitant of the systemor a forner annuitant of
the [ State] Governnent Enpl oyees' Retirenment System who
retired under a provision of |aw granting additional
service credit if termnation of school or [State]
specific period of tine shall not be permtted to retain
the additional service credit under the prior |aw when
the annuity is conputed for his nbst recent retirenent;
or

(1i) an annuity (prior to optional nodification)
calculated as if the former annuitant did not qualify to
have the effect on the frozen present val ue eli m nated,
unl ess the fornmer annuitant notifies the board in witing
by the |ater of the date the application for annuity is
filed or the effective date of retirement that the forner
annui tant wi shes to receive the |ower annuity.

(3) In addition to any other adjustnent to the present
val ue of the maximumsingle life annuity that a nenber may be
entitled to receive that occurs as a result of any other
provi sion of law, the present value of the maxi mum single
life annuity shall be reduced by all anounts paid or payable
to himduring all previous periods of retirenment plus
interest on these anmounts until the date of subsequent

retirement. The interest for each year shall be cal cul ated
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based upon the annual interest rate adopted for that school

year by the board for the cal culation of the nornal

contribution rate pursuant to section 8328(b) (relating to
actuarial cost nethod).
§ 8501. Public School Enployees' Retirenent Board.

* x *

(d) Conpensation and expenses.--The nmenbers of the board who
are nmenbers of the systemshall serve w thout conpensation.
Menbers of the board who are nenbers of the system and who are
enpl oyed by a governnmental entity shall not suffer |oss of
sal ary or wages through serving on the board. The board, on
request of the enployer of any nenber of the board who is an
active professional or nonprofessional nmenber of the system may
rei nburse such enployer for the salary or wages of the nenber
or for the cost of enploying a substitute for such nenber, while
the nmenber is necessarily absent from enploynent to execute the
duties of the board. The nenbers of the board who are not
menbers of either the school systemor the [State] Governnent
Enpl oyees' Retirenent System may be paid $100 per day when
attendi ng neetings and all board menbers shall be reinbursed for
any necessary expenses. However, when the duties of the board as
mandat ed are not executed, no conpensation or reinbursenent for
expenses of board nenbers shall be paid or payable during the
period in which such duties are not executed.

* x *

8§ 8503. Duties of board to advise and report to enpl oyers and
menbers.

* * %

(c) Purchase of credit for previous service.--Upon receipt

20070S0596B1759 - 8 -
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enpl oyee with nultiple service credit to purchase credit for
previ ous school or creditable nonschool service, the board shal
determ ne and certify to the nenber the anmount required to be
pai d by the nmenber. Wen necessary, the board shall certify to
t he proper enpl oyer the amobunt which woul d have been paid
together with statutory interest into the State accunul ati on
account had such enpl oyee been an active nenber in the system
during said period.

* %
§ 8504. Duties of board to report to State Enpl oyees’

Retirement Board and Local Governnent Police

Enpl oyees' Retirenent Board.

(a) Miltiple service nenbership of school enpl oyees. --Upon
recei pt of an application for nmenbership in the systemof a
school enployee who is a forner [State] governnent enployee and

who has elected nmultiple service nenbership, the board shal

advi se the State Enpl oyees' Retirenent Board or the Local

Governnent Police Enpl oyees' Retirenent Board, or both,

accordingly.
(b) Miltiple service nenbership of [State] governnent

enpl oyees. --Upon receipt of notification fromthe State

Enpl oyees' Retirenment Board or the Local Governnent Police

Enpl oyees' Retirenent Board that a former school enpl oyee has

become an active nenber in the [State] Governnent Enpl oyees'
Retirement System and has elected to receive credit for multiple
service, the board shall certify to the State Enpl oyees

Retirement Board or the Local Governnent Police Enpl oyees'

Retirenent Board and concurrently to the nenber:
(1) The total credited service in the systemand the

nunber of years and fractional part of a year of service

20070S0596B1759 - 9 -



1 credited in each class of service.

2 (2) The annual conpensation received each school year by
3 t he menber for credited school service.

4 (3) The amount of the deductions and the period over

5 which they are to be made if the nenber has el ected payrol

6 deductions pursuant to section 8323 (relating to nenber

7 contributions for creditable school service) or 8324

8 (relating to contributions for purchase of credit for

9 credi t abl e nonschool service).

10 (c) Applications for benefits for [State] governnent

11 enpl oyees. --Upon recei pt of notification and the required data
12 fromthe State Enpl oyees' Retirenment Board or the Local

13 Governnent Police Enployees' Retirenent Board that a fornmer

14 school enployee who elected multiple service has applied for a
15 [State] governnent enployee's retirenment benefit or, in the

16 event of his death, his legally constituted representative has
17 applied for such benefit, the board shall:

18 (1) Certify to the State Enpl oyees' Retirenent Board or
19 the Local CGovernnent Police Enployees' Retirenent Board:
20 (i) The salary history as a nenber of the Public
21 School Enpl oyees' Retirenment System and the final average
22 salary as cal culated on the basis of the conpensation
23 received as a [ State] governnent and school enployee.
24 (ii) The annuity or benefit which the nmenber or his
25 beneficiary is entitled to receive under this part and
26 nodi fied according to the option sel ected.
27 (2) Transfer to the State Enployees' Retirement Fund or
28 the Local CGovernnent Police Enployees' Retirenent Fund the
29 accurul at ed deductions standing to such nmenber's credit and
30 the actuarial reserve required on account of the nmenber's

20070S0596B1759 - 10 -
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years of credited service in the school systemand his final
average salary determ ned on the basis of his conpensation in
bot h systenmns.
§ 8505. Duties of board regarding applications and el ections of
menbers.

* * %

(b) [State] Governnent enployees electing multiple service

status.--Upon recei pt of notification fromthe State Enpl oyees

Retirement Board or the Local Governnent Police Enpl oyees'

Retirenment Board that a fornmer school enpl oyee has becone an

active nmenber in the [State] Governnent Enpl oyees' Retirenent
System and has el ected to becone a nenber with nultiple service
status, the board shall
(1) In case of a nenber who is receiving an annuity from
the system
(i) Discontinue paynents, transfer the present val ue
of the menmber's annuity at the time of entering State
service, plus the anobunt withdrawn in a | unp sum paynent,
service, pursuant to section 8345 (relating to nmenber's
options), with statutory interest to date of transfer,
m nus the anobunt to be returned to the board on account
of return to service that the board has determned is to
be credited in the nmenbers' savings account, fromthe
annuity reserve account to the nmenbers' savings account
and resune crediting of statutory interest on the anount
restored to his credit.
(i1i) Transfer the balance of the present val ue of
the total annuity, mnus the anbunt to be returned to the

board on account of return to service that the board has

20070S0596B1759 - 11 -
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determned is to be credited in the State accunul ati on

account, fromthe annuity reserve account to the State

accunul ati on account.

(ti1) Certify to the nenber the amount of |unp sum
and annuity paynments with statutory interest the nenber
is toreturn to the board and, of those ampunts, which
anount shall be credited to the nenbers' savings account
and credited with statutory interest as such paynents are
returned and whi ch amount shall be credited to the State
accunul ati on account.

(2) In case of a nenber who is not receiving an annuity
fromthe system and who has not w thdrawn his accunul at ed
deductions, continue or resunme the crediting of statutory
interest on his accunul ated deducti ons.

(3) In case of a nenber who is not receiving an annuity
fromthe system and his accunul at ed deducti ons were
wi t hdrawn, certify to the nenber the accunul at ed deducti ons
as they woul d have been at the time of his separation had he
been a full coverage nenber together with statutory interest
for all periods of subsequent [State] governnent and school
service to the date of repaynent. Such anmount shall be
restored by himand shall be credited with statutory interest
as such paynents are restored.

* * %

§ 8506. Duties of enployers.

(d) New enpl oyees subject to mandat ory nenbership.--Upon the
assunption of duties of each new school enpl oyee whose
menbership in the systemis mandatory, the enployer shall no

| ater than 30 days thereafter cause an application for
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menber shi p, which application shall include the enpl oyee's hone
address, birthdate certified by the enpl oyer, previous school or
by the board, and a nomi nation of beneficiary to be made by such
enpl oyee and filed with the board and shall make pickup
contributions fromthe effective date of school enpl oynent.

(e) New enpl oyees subject to optional nenbership.--The
enpl oyer shall informany eligible school enployee whose
menbership in the systemis not mandatory of his opportunity to
beconme a nenber of the system provided that he elects to
purchase credit for all such continuous creditable service. If
such enpl oyee so el ects, the enployer shall no later than 30
days thereafter cause an application for nmenbership which
application shall include the enpl oyee's hone address, birthdate
certified by the enpl oyer, previous school or [State] governnent
service and any other information requested by the board, and a
nom nati on of beneficiary to be made by himand filed with the
board and shall cause proper contributions to be made fromthe
date of el ection of menbership.

* * %

(g) Former [State] governnent enployee contributors.--The
enpl oyer shall, upon the enploynent of a former nmenber of the
[State] Governnent Enpl oyees' Retirenent System who is not an

annuitant of the [State] Governnent Enpl oyees' Retirenent

System advi se such enployee of his right to elect nultiple
service nenbership within 30 days of entry into the system and,
in the case any such enpl oyee who so el ects has withdrawn his
accumnul at ed deductions, require himto restore his accunul at ed
deductions as they woul d have been at the tinme of his separation

had he been a full coverage nenber, together with statutory
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interest for all periods of subsequent [State] governnent and
school service to date of repaynent. The enpl oyer shall advise
t he board of such el ection.

(h) Former [State] governnent enployee annuitants.--The

enpl oyer shall, upon the enploynment of an annuitant of the
[State] Governnent Enpl oyees' Retirenent System who applies for
menbership in the system advise such enpl oyee that he may el ect
mul ti pl e service nmenbership within 365 days of entry into the
systemand that if he so elects his annuity fromthe [State]
Gover nnent Enpl oyees' Retirement Systemw |l be discontinued
effective upon the date of his return to school service and,
upon term nation of school service and application for an
annuity, the annuity will be adjusted in accordance with section
8346 (relating to term nation of annuities). The enpl oyer shal
advi se the board of such el ection.

* %k
§ 8507. Rights and duties of school enployees and nenbers.

(a) Information on new enpl oyees. --Upon his assunption of
duties, each new school enployee shall furnish his enployer with
a conplete record of his previous school or [State] governnent
service, or creditable nonschool service, proof of his date of
birth, his home address, his current status in the systemand in
the [ State] Governnent Enpl oyees' Retirenment System and such
other information as the board may require. WIllful failure to
provide the information required by this subsection to the
extent available or the provision of erroneous informtion upon
entrance into the systemshall result in the forfeiture of the
right of the menber to subsequently assert any right to benefits

based on erroneous information or on any of the required

i nformati on which he failed to provide. In any case in which the
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board finds that a nmenber is receiving an annuity based on false
i nformati on, the additional anounts received predicated on such
false information together with statutory interest doubl ed and
conmpounded shall be deducted fromthe present value of any
remai ni ng benefits to which the nmenber is legally entitled and
such remai ning benefits shall be correspondi ngly decreased.

* %

(c) Miltiple service nenbership.--Any active nmenber who was
formerly an active nenber in the [State] Governnent Enpl oyees’
Retirement System may elect to becone a nultiple service nenber.
Such el ection shall occur no |ater than 365 days after becom ng
an active nenber in this system

(d) Credit for previous service or change in nenbership
status.--Any active nmenber or nultiple service nmenber who is a
hi s previous school service or creditabl e nonschool service to
which he is entitled, or a menber of Class T-A or Cass T-B who
desires to beconme a nmenber of Cass T-C, or a joint coverage
menber who desires to beconme a full coverage nenber shall so
notify the board. Upon witten agreenent by the nmenber and the
board as to the manner of paynent of the anount due, the nenber
shal |l receive credit for such service as of the date of such
agreenent subject to the provisions of section 8325 (relating to
i nconpl ete paynents).

* %k

Section 3. Section 5101 of Title 71 is anended to read:

§ 5101. Short title of part.

This part shall be known and may be cited as the ["State]

Gover nment Enpl oyees' Retirenment Code.["]

Section 4. Section 5102 of Title 71, anended COctober 27,
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2006 (P.L.1177, No.120), is anended to read:
§ 5102. Definitions.

The foll ow ng words and phrases as used in this part, unless
a different neaning is plainly required by the context, shal
have the foll owi ng nmeani ngs:

"Academ c adm nistrator.” A managenent enployee in the field
of public education whose work is directly related to academ c
i nstruction, excluding any enployee in a position that is
nonacadem c in nature, such as, without limtation, a position
that relates to adm ssions, financial aid, counseling,
secretarial and clerical services, records nanagenent, housing,
food service, maintenance and security.

"Active nenber." A [State] governnent enpl oyee, or a nenber
on | eave w thout pay, for whom pickup contributions are being
made to [the] either fund or for whom such contributions

otherwi se required for current [State] governnent service are
not bei ng made solely by reason of section 5502.1 (relating to
wai ver of regular nmenber contributions and Social Security

i ntegration nmenber contributions) or any provision of this part
relating to the limtations under section 401(a)(17) or section
415(b) of the Internal Revenue Code of 1986 (Public Law 99-514,
26 U.S.C. § 401(a)(17) or 415(b)).

"Actuarial increase factor." A factor calculated at the
menber's birthday by dividing the cost of a dollar annuity based
on the age of the nmenber on the nenber's imedi ately previous
birthday by the cost of a one-year deferred dollar annuity
cal cul ated at that sane age. Unless the nmenber term nates State

or school service on the nenber's birthday, the actuari al

increase factor for the year of termnation shall be adjusted

by:
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1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) subtracting one fromthe calculated factor; then

(2) dividing the difference by twelve; then

(3) multiplying the resulting quotient by the nunber of
whol e nont hs between the nmenber's i nmedi ately previous
birthday and the date of term nation of service; then

(4) adding one to the resulting product.

"Actuarially equivalent."” Equal present val ues, conputed on
the basis of statutory interest and the nortality tabl es adopted
by the board.

"Actuary." The consultant to the board who shall be:

(1) a nenber of the Anerican Acadeny of Actuaries; or

(2) an individual who has denonstrated to the
satisfaction of the Insurance Conm ssioner of Pennsyl vania
that he has the educational background necessary for the
practice of actuarial science and has had at | east seven
years of actuarial experience; or

(3) afirm partnership, or corporation of which at

| east one nmenber neets the requirenments of (1) or (2).

"Addi ti onal accunul ated deductions.”™ The total of the
addi ti onal menber contributions paid into the fund on account of
nonstate service, together with the statutory interest credited
thereon until the date of term nation of service. In the case of
a vestee, statutory interest shall be credited until the
effective date of retirenment. A nenber's account shall not be
credited with statutory interest for nore than two years during
a | eave without pay.

"Alternate payee." Any spouse, former spouse, child or
dependent of a menber who is recognized by a donestic relations

order as having a right to receive all or a portion of the
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noneys payable to that nenber under this part.

"Alternative investnent.” An investnent in a private equity
fund, private debt fund, venture fund, real estate fund, hedge
fund or absolute return fund.

"Alternative investnment vehicle." A limted partnership,
l[imted liability conpany or any other |egal vehicle for
aut hori zed i nvestments under section 5931(i) (relating to
managenent of fund and accounts) through which the system nakes
an alternative investnent.

"Annuitant.” Any nenber on or after the effective date of
retirement until his annuity is term nated.

" Approved donestic relations order.” Any donestic relations
order which has been determ ned to be approved in accordance
with section 5953.1 (relating to approval of donmestic relations
orders).

"Average noncovered salary."” The average of the anmounts of
conpensati on recei ved each cal endar year since January 1, 1956
excl usive of the ambunt which was or could have been covered by
t he Federal Social Security Act, 42 U S.C. 8 301 et seq., during
that portion of the nenber's service since January 1, 1956 for
whi ch he has received social security integration credit.

"Basic contribution rate.” Five percent (5%, except that in
no case shall any nenber's rate, excluding the rate for social
security integration credit, be greater than his contribution
rate on the effective date of this part so |long as he does not
el ect additional coverage or nmenbership in another class of
servi ce.

"Beneficiary." The person or persons |ast designated in
witing to the board by a nenber to receive his accunul at ed

deductions or a |lunp sum benefit upon the death of such nenber.
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"Board." The State Enpl oyees' Retirenent

State Enpl oyes' Retirenment Board or the Loca

Board [or], the

CGovernnent Police

Enpl oyees' Retirenent Board.

"Boards." The State Enpl oyees' Retirenent

Board and the

Local Governnent Police Enpl oyees' Retirenent

Boar d.

"Class of service nultiplier.™

Cl ass of Service Mul tiplier
A 1
AA for all purposes
except

cal cul ating regul ar
menber contri butions
on conpensation
paid prior to
January 1, 2002 1.25
AA for purposes
of cal cul ati ng
regul ar menber
contri butions
on conpensation
paid prior to
January 1, 2002 1
. 625

1.25
D1 prior to
January 1, 1973 1.875
D-1 on and
subsequent to

January 1, 1973 1.731

20070S0596B1759 - 19 -
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prior to

January 1, 1973 2.5
on and
subsequent to
January 1, 1973 1.731
prior to

January 1, 1973 3.75
on and

subsequent to

January 1, 1973 1.731

3.75
for all purposes
except
cal cul ating
regul ar menber
contri butions
on conpensati on
paid prior to
July 1, 2001 1.5
for purposes of
cal cul ating
regul ar menber
contri butions
on conpensation
paid prior to

July 1, 2001 1

20070S0596B1759 - 20 -
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1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

E, E-1 prior to

for each of the first ten

years of judicial service,

January 1, 1973 2
and
1.5 for each subsequent year
of judicial service
E, E-1 on and
subsequent to
January 1, 1973 1.50 for each of the first
ten years of judicial
servi ce and
1.125 for each subsequent year
of judicial service
E-2 prior to
Sept enber 1, 1973 1.5
E-2 on and
subsequent to
Sept enber 1, 1973 1.125
G 0.417
0. 500
I 0. 625
J 0.714
K 0. 834
L 1. 000
M 1. 100
N 1. 250
T-C (Public School 1
Enpl oyees’
Retirement Code)
P-1 1.25 for each of the
21 -
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1 first 20 years of

2 | ocal gover nnent

3 public safety service,
4 _______and

5 1 for each subsequent

6 year of | ocal

7 governnment public

8 safety service

9 P-2 1.125 for each year of

10 | ocal gover nnent

11 public safety

12 ___service

13 P-3 1 for each year of |ocal
14 governnment public

15 safety service

16 P-4 . 875 for each year of

17 | ocal gover nnent

18 public safety

19 ___service
20 "Conmm ssioner." The Conm ssioner of the Internal Revenue
21 Service.
22 "Conpensation.” Pickup contributions plus renuneration
23 actually received as a [State] governnent enployee excl udi ng
24 refunds for expenses, contingency and account abl e expense
25 allowances, and excluding any severance paynents or paynents for
26 unused vacation or sick | eave: Provided, however, That
27 conpensation received as a State enpl oyee prior to January 1,
28 1973, shall be subject to the limtations for retirenent
29 purposes in effect Decenber 31, 1972, if any: Provided further,

30 That the limtation under section 401(a)(17) of the Internal
20070S0596B1759 - 22 -
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Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8§ 401(a)(17))
taken into account for the purpose of nmenber contributions,
i ncl udi ng any additional nenber contributions in addition to
regul ar or joint coverage nenber contributions and Soci al
Security integration contributions, regardl ess of class of
service, shall apply to each nmenber who first becane a nmenber of
the [ State] Governnent Enpl oyees' Retirenment Systemon or after
January 1, 1996, and who by reason of such fact is a noneligible
menber subject to the application of the provisions of section
5506. 1(a) (relating to annual conpensation limt under IRC 8
401(a) (17)).

"Concurrent service." Service credited in nore than one
cl ass of service during the sane period of tine.

"Correction officer.” Any full-tine State enpl oyee assi gned
to the Departnment of Corrections or the Departnment of Public
Wel fare whose principal duty is the care, custody and control of
inmates or direct therapeutic treatnment, care, custody and
control of inmates of a penal or correctional institution,
community treatnment center, forensic unit in a State hospital or
secure unit of a youth devel opnent center operated by the
Department of Corrections or by the Departnent of Public
Vel fare

"County service." Service credited in a retirenent system or
pensi on plan established or maintained by a county to provide
retirement benefits for its enployees to the account of county
enpl oyees who are transferred to State enpl oynent and becone
State enpl oyees pursuant to 42 Pa.C. S. 8§ 1905 (relating to
county-level court adm nistrators) regardl ess of whether the

service was performed for the county or another enpl oyer or

all owed to be purchased in the county retirement system or
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pensi on pl an.

"Creditable nonstate service." Service other than:

(1) service as a [State] governnent enpl oyee;

(2) service converted to State service pursuant to
section 5303.1 (relating to election to convert county
service to State service); or

(3) school service converted to State service pursuant
to section 5303.2 (relating to election to convert school
service to State service)

for which an active nmenber nmay obtain credit.

"Credited service." State or creditable nonstate service for
whi ch the required contributions have been made or for which the
contributions otherwi se required for such service were not made
solely by reason of section 5502.1 (relating to waiver of
regul ar nmenber contributions and Social Security integration
menber contributions) or any provision of this part relating to
the limtations under section 401(a)(17) or 415(b) of the
I nternal Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8§
401(a) (17) or 415(b)), or for which salary deductions or |unp
sum paynents have been agreed upon in witing.

"Date of term nation of service." The |ast day of service
for which pickup contributions are made for an active nenber or
in the case of an inactive nenber on | eave wi thout pay the date
of his resignation or the date his enploynent is formally
di sconti nued by his enpl oyer.

"Departnent."” Any departnent, agency, authority, independent

board or conm ssion or a | ocal governnent.

"Disability annuitant.”™ A nenber on and after the effective
date of disability until his annuity or the portion of his

annuity paynments in excess of any annuity to which he may
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ot herwi se be entitled is term nated.
"Distribution.” Paynment of all or any portion of a person's

interest in the Governnent Enpl oyees' Retirenent Fund or the

St at e Enpl oyees' Retirenent Fund which is payable under this
part.

"Donestic relations order."” Any judgnment, decree or order,

i ncl udi ng approval of a property settlenment agreenent, entered
on or after the effective date of this definition by a court of
conpetent jurisdiction pursuant to a donmestic relations |aw
which relates to the marital property rights of the spouse or
former spouse of a nenber, including the right to receive all or
a portion of the noneys payable to that nenber under this part
in furtherance of the equitable distribution of marital assets.
The termincludes orders of support as that termis defined by
23 Pa.C.S. 8§ 4302 (relating to definitions) and orders for the
enforcenent of arrearages as provided in 23 Pa.C. S. 8§ 3703
(relating to enforcenent of arrearages).

"Effective date of retirenent.” The first day follow ng the
date of term nation of service of a nenber if he has properly
filed an application for an annuity within 90 days of such date;
in the case of a vestee or a nenber who does not apply for an
annuity within 90 days after term nation of service, the date of
filing an application for an annuity or the date specified on
the application, whichever is later. In the case of a finding of
disability, the date certified by the board as the effective
date of disability.

"Eligibility points.”™ Points which are accrued by an active
menber or a nmultiple service nenber who is an active nenber in
t he Public School Enployees' Retirenment Systemfor credited

service and are used in the determnation of eligibility for
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1 benefits.

2 "Enforcenment officer.”

3 (1) Any enforcenent officer or investigator of the

4 Pennsyl vani a Li quor Control Board who is a peace officer

5 vested with police power and authority throughout the

6 Commonweal th and any adm ni strative or supervisory enpl oyee

7 of the Pennsylvania Liquor Control Board vested with police

8 power who is charged with the adm nistration or enforcenent

9 of the liquor |aws of the Commonwealth.

10 (2) Special agents, narcotics agents, asset forfeiture
11 agents, nedicaid fraud agents and senior investigators

12 hazar dous waste prosecutions unit, classified as such and

13 enpl oyed by the Ofice of Attorney CGeneral who have within

14 the scope of their enploynent as |aw enforcenent officers the
15 power to enforce the |law and nake arrests under the authority
16 of the act of Cctober 15, 1980 (P.L.950, No.164), known as

17 t he Commonweal th Attorneys Act.

18 (3) Parole agents, classified as such by the Executive
19 Board and enpl oyed by the Pennsylvania Board of Probation and
20 Par ol e.
21 (4) Waterways conservation officers and ot her
22 commi ssi oned | aw enforcenent personnel enployed by the
23 Pennsyl vani a Fi sh and Boat Comm ssi on who have and exercise
24 the sane | aw enforcenent powers as waterways conservation
25 of ficers. This paragraph shall not apply to deputy waterways
26 conservation officers.
27 "Final average salary."” The highest average conpensation

28 received as a nenber during any three nonoverl appi ng periods of
29 four consecutive cal endar quarters during which the nenber was a
30 [State] governnent enployee, with the conpensation for part-tine
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servi ce being annualized on the basis of the fractional portion
of the year for which credit is received; except if the enpl oyee
was not a menber for three nonoverl appi ng periods of four
consecutive cal endar quarters, the total conpensation received
as a nenber, annualized in the case of part-tinme service,

di vi ded by the nunber of nonoverl appi ng periods of four
consecutive cal endar quarters of menbership; in the case of a
menber with multiple service, the final average salary shall be
determ ned on the basis of the conpensation received by himas a
[ State] governnent enployee or as a school enployee, or both;

and, in the case of a nenber who first becane a nenmber of the

Gover nnent Enpl oyees' Retirenent System or the State Enpl oyees

Retirenent Systemon or after January 1, 1996, the final average

salary shall be determ ned as herei nabove provided but subject
to the application of the provisions of section 5506.1(a)
(relating to annual conpensation Iimt under IRC 8 401(a)(17)).

"Full coverage nenber." Any nenber for whom nenber pickup
contributions are being picked up or who has paid or has agreed
to pay to the fund the actuarial equival ent of regular nenber
contributions due on account of service prior to January 1,
1982.

"Fund." The State Enpl oyees' Retirenent Fund[.] or the Local

Governnent Poli ce Enpl oyees' Retirenent Fund.

"Funds." The State Enpl oyees' Retirenent Fund and the Local

Governnent Police Enpl oyees' Retirenent Fund.

"CGover nnent enpl oyee." A |local governnent police enpl oyee or

a State enpl oyee.

"CGovernnent service." Service rendered as a | ocal gover nnent

police enpl oyee or as a State enpl oyee.

"Head of departnent.” The chief admnistrative officer of
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t he departnent, the chairman or executive director of the
agency, authority, or independent board or conmm ssion, the chief

admi ni strative officer of a | ocal governnent, the Court

Adm ni strator of Pennsylvania, and the Chief C erk of the
Senate, or the Chief Cerk of the House of Representatives.

"I nactive nenber." A nmenber for whom no pickup contributions
are being made, except in the case of an active nmenber for whom
such contributions otherwi se required for current [State]
governnent service are not being nade solely by reason of
section 5502.1 (relating to waiver of regular nenber
contributions and Social Security integration nmenber
contributions) or any provision of this part relating to the
[imtations under section 401(a)(17) or 415(b) of the Internal
Revenue Code of 1986 (Public Law 99-514, 26 U . S.C. 8§ 401(a)(17)
or 415(b)), but who has accumul ated deductions standing to his
credit in [the] either fund and who is not eligible to beconme or
has not el ected to become a vestee or has not filed an
application for an annuity.

"Intervening mlitary service." Active mlitary service of a
precedi ng his induction into the armed services or forces of the
United States in order to neet a mlitary obligation excluding
any voluntary extension of such service and who becones a
such service.

"IRC." The Internal Revenue Code of 1986, as designated 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 part to
"IRC 8§ " shall be deemed to refer to the identically nunbered

section and subsecti on or other subdivision of such section in
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1 26 United States Code (relating to Internal Revenue Code).

2 "Irrevocabl e beneficiary.” The person or persons pernanently
3 designated by a nenber in witing to the State Enpl oyees’

4 Retirement Board or the Local CGovernnent Police Enployees'

5 Retirenment Board pursuant to an approved donestic relations

6 order to receive all or a portion of the accunul ated deducti ons
7 or lunp sum benefit payable upon the death of such nenber

8 "Irrevocabl e survivor annuitant.” The person pernmanently

9 designated by a nenber in witing to the State Enpl oyees’

10 Retirement Board or the Local CGovernnent Police Enployees'

11 Retirenent Board pursuant to an approved donestic relations

12 order to receive an annuity upon the death of such nenber.

13 "Joi nt coverage nenber."” Any nenber who agreed prior to

14 January 1, 1966 to nmake joint coverage nenber contributions to
15 the fund and has not elected to becone a full coverage nenber.
16 "Joi nt coverage nenber contributions.” Regular nenber

17 contributions reduced for a joint coverage nenber.

18 "Local governnent." The termshall nean:

19 (1) a nunicipality, except a county, however
20 constituted, whether operating under a |egislative charter,
21 nuni ci pal _code, optional charter, hone rule charter, optional
22 pl an or other arrangenent; or
23 (2) an association of these nunicipalities cooperating
24 under 53 Pa.C. S. Ch. 23 Subch. A (relating to
25 i ntergovernnental cooperation).
26 "Local Governnent Police Enployees' Retirenent System" An
27 entity, whether a separate entity or part of a |ocal governnent
28 entity, that:
29 (1) collects retirenment and other enpl oyee benefit
30 contributions fromlocal governnent police enpl oyees and
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| ocal governnents;

(2) holds and manages the resulting assets as reserves

for present and future retirenent benefit paynments; and

(3) nmkes provisions for these paynents to qualified

reti rees and benefici ari es.

The term does not include a county enpl oyees' retirenent system

establ i shed under either Article XVII of the act of July 28,

1953 (P.L.723, No.230), known as the Second C ass County Code,

or the act of Auqust 31, 1971 (P.L.398, No.96), known as the

County Pension Law. The term does not include a plan, program or

arrangenent that is financed solely with | ocal gover nnent

enpl oyee earni ngs or conpensation reported to the | nternal

Revenue Service, United States Departnment of the Treasury, as

| ocal governnent police enpl oyee earni ngs or conpensati on on

Form W2, Wage and Tax Statenent, or is established under

sections VII1.1, VIII.2 and VIII.3 of the act of March 30, 1811

(P.L.145, No.99), entitled "An act to anend and consoli date the

several acts relating to the settlenent of the public accounts

and the paynent of the public nonies, and for other purposes,"

or under section 408 or 457 of the Internal Revenue Code of 1986

(Public Law 99-514, 26 U.S.C. 8§ 408 or 457).

"Local government police enployee." An enpl oyee of a | ocal

governnent who holds a full-time position in the police service

of a |local governnent and who is a peace officer vested with

pol i ce power.

"Local governnment police service." Service rendered as a

| ocal governnent police enpl oyee.

“"Menber." Active nenber, inactive nenber, annuitant, vestee
or special vestee.

"Menber of the judiciary.” Any justice of the Suprenme Court,
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1 any judge of the Superior Court, the Commonweal th Court, any

2 court of conmon pleas, the Minicipal Court and the Traffic Court
3 of Philadel phia, or any community court.

4 "Menber's annuity."” The single life annuity which is

5 actuarially equivalent, at the effective date of retirenent, to
6 the sumof the regular accumul ated deducti ons, the additional

7 accunul ated deductions and the social security integration

8 accunul at ed deductions standing to the nenber's credit in the

9 nenbers' savings account.

10 "Mlitary service." Al active mlitary service for which a
11 nmenber has received a discharge other than an undesirable, bad
12 conduct, or dishonorabl e discharge.

13 "Multiple service." Credited service of a nenber who has

14 elected to conbine his credited service in both the [State]

15 Governnent Enpl oyees' Retirenment System and the Public School
16 Enpl oyees' Retirenment System

17 "Nonel i gi bl e menber." For the purposes of section 5506.1

18 (relating to annual conpensation l[imt under IRC 8 401(a)(17)),
19 a nmenber who first becane a nenber on or after January 1, 1996.
20 "Nonst udent service." Enploynent in an educati onal
21 institution that is not contingent on the enployee' s enroll nment
22 as a student or maintenance of student status at such
23 institution and for which only nonetary conpensation is
24 received, excluding tuition waivers or reinbursenent, academc
25 «credit, housing, neals and other in-kind conpensation.
26 "Pi ckup contributions.”™ Regular or joint coverage nenber
27 contributions, social security integration contributions and
28 additional nmenber contributions which are made by the
29 Comonweal th or ot her enployer for active nmenbers for current

30 service on and after January 1, 1982.
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the system

"Psychiatric security aide.” Any governnent enployee whose
principal duty is the care, custody and control of the
crimnally insane inmates of a maxi mum security institution for
the crimnally insane or detention facility operated by the
Department of Public Welfare.

"Public School Enployees' Retirenent System"™ The retirenent
system establ i shed by the act of July 18, 1917 (P.L. 1043,
No. 343), and codified by the act of June 1, 1959 (P.L.350,

No.77) and 24 Pa.C.S. Pt. IV (relating to retirenent for school

enpl oyees) .

"Regul ar accumnul ated deductions.” The total of the regular
or joint coverage nenber contributions paid into the fund on
creditabl e nonstate service, together with the statutory
interest credited thereon until the date of term nation of
service. In the case of a vestee or a special vestee, statutory
interest shall be credited until the effective date of
retirement. A nenber's account shall not be credited with
statutory interest for nore than two years during a | eave
wi t hout pay.

"Regul ar menber contributions.” The product of the basic
contribution rate, the class of service multiplier if greater
t han one and the conpensati on of the nenber.

"Retirement counselor.”™ The [State] Governnent Enpl oyees’
Retirenment System enpl oyee whose duty it shall be to advise each

enpl oyee of his rights and duties as a nenber of the system

"Sal ary deductions.” The anounts certified by the board,
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deducted fromthe conpensation of an active nenber, or the
school service conpensation of a nmultiple service nenber who is
an active nenber of the Public School Enployees' Retirenent
System and paid into the fund.

"School service." Service rendered as a public schoo
enpl oyee and credited as service in the Public School Enployees'
Retirenment System

"Service connected disability." A disability resulting from
enpl oynment, and which i s conpensabl e under the applicable
provi sions of the act of June 2, 1915 (P.L.736, No.338), known

as ["The Pennsyl vania Wrknmen's Conpensation Act,"] the Wrker's

Conpensati on Act, or the act of June 21, 1939 (P.L.566, No.284),

known as ["] The Pennsyl vani a Cccupational Di sease Act.["]

"Social security integration accunul ated deductions.” The
total of the nmenber contributions paid into the fund on account
of social security integration credit, together with the
statutory interest credited thereon until the date of
term nation of service or until the date of w thdrawal thereof,
whi chever is earlier. In the case of a vestee statutory interest
shall be credited until the effective date of retirenent. A
menber's account shall not be credited with statutory interest
for nore than two years during a | eave w thout pay.

"Special vestee."” An enployee of The Pennsylvania State
University who is a nenber of the [State] Governnent Enpl oyees
Retirement Systemw th five or nore but less than ten
eligibility points and who has a date of term nation of service
from The Pennsyl vania State University of June 30, 1997, because

of the transfer of his job position or duties to a controlled

organi zati on of the Penn State Geisinger Health System or
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1 because of the elimnation of his job position or duties due to
2 the transfer of other job positions or duties to a controlled

3 organization of the Penn State Geisinger Health System provided
4 that:

5 (1) subsequent to term nation of State service as an

6 enpl oyee of The Pennsylvania State University, the nenber has
7 not returned to State service in any other capacity or

8 position as a State enpl oyee;

9 (2) The Pennsylvania State University certifies to the
10 board that the nmenber is eligible to be a special vestee;

11 (3) the nenber files an application to vest the nenber's
12 retirement rights pursuant to section 5907(f) (relating to

13 rights and duties of State enpl oyees and nenbers) on or

14 bef ore Septenber 30, 1997; and

15 (4) the nenber elects to | eave the nenber's total

16 accumnul at ed deductions in the fund and to defer receipt of an
17 annuity until attainment of superannuation age.

18 "Standard single life annuity.” An annuity equal to 2% of

19 the final average salary, multiplied by the total nunber of
20 years and fractional part of a year of credited service of a
21 nenber.
22 "State enployee.” Any person holding a State office or
23 position under the Conmonweal th, enployed by the State
24 Governnent of the Commonweal th, in any capacity what soever
25 except an independent contractor or any person conpensated on a
26 fee basis or any person paid directly by an entity other than a
27 [State] Governnent Enpl oyees' Retirenent System enpl oyer, and
28 shall include nmenbers of the General Assenbly, and any officer
29 or enployee of the follow ng:
30 (1) (i) The Departnent of Education.
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(i1i) State-owned educational institutions.
(i) Conmunity coll eges.
(iv) The Pennsylvania State University, except an
enpl oyee in the College of Agriculture who is paid wholly
from Federal funds or an enployee who is participating in
the Federal Civil Service Retirenent System The
university shall be totally responsible for all enployer
contributions under section 5507 (relating to
contributions by the Comonweal th and ot her enpl oyers).
(2) The Pennsyl vani a Turnpi ke Conm ssion, the Del aware
Ri ver Port Authority, the Port Authority Transit Corporation
t he Phil adel phia Regional Port Authority, the Del aware River
Joint Toll Bridge Commission, the State Public School
Bui l ding Authority, The General State Authority, the State
H ghway and Bridge Authority, the Del aware Vall ey Regi onal
Pl anni ng Conmi ssion, the Interstate Comm ssion of the
Del aware River Basin, and the Susquehanna River Basin
Commi ssion any tinme subsequent to its creation, provided the
conmi ssion or authority agrees to contribute and does
contribute to the fund, fromtinme to tinme, the noneys
required to build up the reserves necessary for the paynent
of the annuities of such officers and enpl oyees w t hout any
l[iability on the part of the Conmonwealth to make
appropriations for such purposes, and provided in the case of
enpl oyees of the Interstate Comm ssion of the Delaware Ri ver
Basin, that the enpl oyee shall have been a nenber of the
systemfor at least ten years prior to January 1, 1963.

(3) Any separate independent public corporation created
by statute, not including any mnunicipal or quasi-nunicipal

corporation, so long as he remains an officer or enployee of
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such public corporation, and provided that such officer or
enpl oyee of such public corporation was an enpl oyee of the
Commonweal th inmediately prior to his enploynent by such
corporation, and further provided such public corporation
shall agree to contribute and contributes to the fund, from
time to tine, the noneys required to build up the reserves
necessary for the paynent of the annuities of such officers
and enpl oyees without any liability on the part of the
Commonweal th to nake appropriations for such purposes.
"State police officer.” Any officer or nenber of the
Pennsyl vania State Police who, on or after July 1, 1989, shal
have been subject to the ternms of a collective bargaining
agreenent or binding interest arbitration award established
pursuant to the act of June 24, 1968 (P.L.237, No.111), referred
to as the Policenmen and Firenen Coll ective Bargaining Act.
"State service." Service converted fromcounty service
pursuant to section 5303.1 (relating to election to convert
county service to State service), converted from school service
pursuant to section 5303.2 (relating to election to convert
school service to State service) or rendered as a State
enpl oyee.
"Statutory interest.” Interest at 4% per annum conpounded
annual | y.
" Super annuati on age."
(1) Any age upon accrual of 35 eligibility points or age
60, except for a nmenber of the General Assenbly, an
enforcenent officer, a correction officer, a psychiatric
security aide, a Delaware River Port Authority policeman, a

Class P-2 or P-3 |ocal governnment police enpl oyee or an

of ficer of the Pennsylvania State Police, age 50, and, except
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for a menber with Class G Cass H Cass I, Cass J, dass
K, Class L, Cass Mor Cass N service, age 55 upon accrual
of 20 eligibility points.

(2) A Cass P-1 |local governnent police officer, any age

upon accrual of 20 eliqgibility points or age 50.

(3) A dass P-4 | ocal governnent police enpl oyee, age

55.

"Super annuation annuitant." An annuitant whose annuity first
becanme payable on or after the attai nment of superannuation age
and who is not a disability annuitant.

"Survivor annuitant." The person or persons | ast designated
by a nenber under a joint and survivor annuity option to receive
an annuity upon the death of such nenber.

"System" The [State] Governnent Enpl oyees' Retirenent
System of Pennsyl vani a as established by the act of June 27,
1923 (P.L.858, No.331), and codified by the act of June 1, 1959
(P.L.392, No.78) and the provisions of this part.

"Total accumul ated deductions.” The sum of the regul ar
accunul at ed deductions, additional accunul ated deductions, the
social security integration accunul ated deductions, and al
ot her contributions paid into the fund for the purchase,
transfer or conversion of credit for service or other coverage
together with all statutory interest credited thereon until the
date of term nation of service. In the case of a vestee or a
speci al vestee, statutory interest shall be credited until the
effective date of retirenment. A nenber's account shall not be
credited with statutory interest for nore than two years during
a | eave without pay.

"Val uation interest.” Interest at 5 1/2% per annum

conmpounded annual ly and applied to all accounts other than the
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menber s' savi ngs account.

"Vestee." A nenber with five or nore eligibility points, or
a nenber with ass G Cass H Cass |, Cass J, Cass K dass
L, Cass Mor Cass N service with five or nore eligibility
poi nts, who has term nated [ State] governnent service and has
elected to | eave his total accunul ated deductions in the fund
and to defer receipt of an annuity.

Section 5. Section 5301(d) of Title 71 is anmended and the
section is anended by addi ng a subsection to read:
§ 5301. Mandatory and optional nenbership.

* * %

(a.1) WMandatory nmenbership for full-tine | ocal governnent

pol i ce enpl oyees. --Menbership in the system shall be nmandatory

as of the effective date of enploynent for all full-tine | ocal

gover nnent police enpl oyees whose effective dates of | oca

gover nnent enpl oynent are after Decenber 31, 2005 2009, and for <—

whomretirenent benefits are provi ded except those in a

particul ar group who are covered by a coll ective bargai ni ng

agreenent in effect on Decenber 31, 20605 2009, that requires all <—

full-tinme | ocal governnent police enpl oyees hired during the

peri od of the agreenent to becone nmenbers of an existing | ocal

governnent police enpl oyee retirenent systemon their effective

dates of | ocal governnent enploynment. For all full-tine |ocal

gover nnent police enpl oyees in that particul ar group who are

hired after the term nati on date of the coll ective bargai ni ng

agreenent in effect on Decenber 31, 20605 2009, nenbership in the <—

system shall be nandatory as of the effective date of

enpl oynent .

* * %

(d) Return to service.--An annuitant who returns to service
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as a [State] governnent enployee shall resune active nenbership
in the systemas of the effective date of enploynent, except as
ot herwi se provided in section 5706(a) (relating to term nation
of annuities), regardless of the optional nmenbership category of
t he position.

* x *

Section 6. Sections 5302 heading and (a), 5303(b)(1), (c)
and (g), 5304(a) and (c)(2) and 5305(b) of Title 71 are anended
to read:

8 5302. Credited [State] governnent service.

(a) Conputation of credited service.--

(1) In conputing credited [State] governnent service of

a nmenber for the determ nation of benefits, a full-tine

salaried [State] governnent enployee, including any nenber of

the General Assenbly, shall receive credit for service in
each period for which contributions as required are made, or
for which contributions otherw se required for such service
were not made solely by reason of section 5502.1 (relating to
wai ver of regular nmenber contributions and Social Security

i ntegration nmenber contributions) or any provision of this

part relating to the limtations under IRC 8§ 401(a)(17) or

415(b), but in no case shall he receive nore than one year's

credit for any 12 consecutive nonths or 26 consecutive

bi weekly pay periods. A per diemor hourly [State] governnent

enpl oyee shall receive one year of credited service for each

nonover | appi ng period of 12 consecutive nonths or 26

consecutive biwekly pay periods in which he is enployed and

for which contributions are nmade or woul d have been nade but

for such wai ver under section 5502.1 or limtations under the

I RC for at |east 220 days or 1,650 hours of enploynent. If
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t he nenber was enpl oyed and contributions were nade for |ess
t han 220 days or 1,650 hours, he shall be credited with a
fractional portion of a year determned by the ratio of the
nunber of days or hours of service actually rendered to 220
days or 1,650 hours, as the case may be. A part-tinme salaried
enpl oyee shall be credited with the fractional portion of the
year which corresponds to the nunber of hours or days of
service actually rendered in relation to 1,650 hours or 220
days, as the case nmay be.

(2) In conputing credited | ocal governnent police

service of a nenber for determ nati on of benefits, a full-

tinme salaried | ocal government police enpl oyee shall receive

credit for service in each period for which contri buti ons as

required are nmade or for which contributi ons ot herw se

requi red for such service were not nade solely by reason of

any provision of this part relating to the limtati on under

IRC 8 401(a)(17), but in no case shall he receive nore than

one yvear's credit for any 12 consecuti ve nonths, 26

consecuti ve bi weekly pay periods or 52 consecutive weekly pay

periods. A full-time per diemor hourly |ocal governnent

poli ce enpl oyee shall receive one year of credited service

f or each nonover!| appi ng peri od of 12 consecuti ve nonths, 26

consecuti ve bi weekly pay periods or 52 consecutive weekly pay

periods in which he is enpl oyed and for which contri butions

are nade or would have been made but for such limtation

under the |RC for at | east 220 days of enploynent in the case

of a per diem enpl oyee or 1,650 hours of enploynment in the

case of an hourly enpl oyee.

(3) In no case shall a nenber who has el ected nultiple

service receive an aggregate in the two systens of nore than
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1 one year of credited service for any 12 consecutive nonths.

2 * x *

3 § 5303. Retention and reinstatenment of service credits.

4 * x *

5 (b) Eligibility points for prospective credited service.--

6 (1) Every active nenber of the systemor a nultiple

7 service nenber who is a school enployee and a nenber of the

8 Publ i ¢ School Enpl oyees' Retirenent Systemon or after the

9 effective date of this part shall receive eligibility points
10 in accordance with section 5307 for current [State]

11 governnent service, previous [State] governnent service, or
12 credi tabl e nonstate service upon conpliance with sections

13 5501 (relating to regul ar nmenber contributions for current

14 service), 5504 (relating to nenber contributions for the

15 purchase of credit for previous [State] governnent service or
16 to becone a full coverage nenber), 5505 (relating to

17 contributions for the purchase of credit for creditable

18 nonstate service), 5505.1 (relating to additional nenber

19 contributions) or 5506 (relating to inconplete paynents).
20 Subject to the limtations in sections 5306.1 (relating to
21 el ection to becone a O ass AA nenber) and 5306.2 (relating to
22 el ections by nmenbers of the CGeneral Assenbly), the class or
23 cl asses of service in which the nenber may be credited for
24 previous [State] governnent service prior to the effective
25 date of this part shall be the class or classes in which he
26 was or could have at any tinme elected to be credited for such
27 service. The class of service in which a nmenber shall be
28 credited for service subsequent to the effective date of this
29 part shall be determ ned in accordance with section 5306
30 (relating to classes of service).
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* * %

(c) Election for purchase of certain creditable service.--
Every active nenber of the systemor a nultiple service nmenber
who is a school enployee and a nenber of the Public School
Enpl oyees' Retirenment System who was enpl oyed by the Applied
Research Laboratory of The Pennsylvania State University prior
to June 3, 1984, and did not receive or is not receiving a
retirement or pension benefit as a result of that service may
el ect to have the period of enploynent with the Applied Research
Laboratory treated as previous State service upon conpliance
wi th sections 5504 and 5506 upon waiver in witing of any
benefit that he is entitled to under any other pension or
retirement plan by virtue of that service. If a nmenber elects to
receive this previous State service credit, The Pennsylvani a
State University shall nake enpl oyer contributions equal to the
anount that woul d have been contri buted had enpl oyer
contributions been made to the systemconcurrently with the
rendering of the service, plus valuation interest to the day of
the crediting of the service. Notw thstandi ng the provisions of
section 5504, the ampbunt due as menber contributions and
interest for an enpl oyee who is enpl oyed by the Applied Research
Laboratory on June 3, 1984, who elects to purchase this credit
with the [State] Governnent Enpl oyees' Retirenment System shal
not exceed the anobunt of contributions and interest certified as
havi ng been made to the pension plan adm nistered by the Applied
Research Laboratory during his enploynment with the Applied
Research Laboratory. The Pennsylvania State University shall pay
as menber contributions the difference between this anount and
t he amobunt ot herw se due under sections 5504 and 5506. The

addi tional contributions paid by The Pennsyl vania State
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1 University shall not be considered conpensation for purposes of
2 this part.

3 * x *

4 (g) Credit for enployees of Juvenile Court Judges'

5 Conmi ssion.--An enpl oyee of the Juvenile Court Judges'

6 Conm ssion who el ects nenbership in an i ndependent retirenent

7 program approved by the enployer under section 5301(f) shal

8 have all service credited pursuant to section 5302(a) (relating
9 to credited [State] governnent service) for State service with
10 the Juvenile Court Judges' Conm ssion on or after the effective
11 date of the interagency transfer cancel ed and thereafter

12 ineligible to be credited as State service. Additionally, al

13 creditable State service and nonstate service reinstated or

14 purchased while an enpl oyee of the Juvenile Court Judges'

15 Conmm ssion shall be cancel ed. Such enpl oyees shall be prohibited
16 fromreceiving credited service for State service perforned

17 while a nenber of an alternate retirenment system approved by an
18 enpl oyer.

19 * x *
20 8§ 5304. Creditable nonstate service.
21 (a) Eligibility.--
22 (1) An active nmenber who is a governnent enployee or a
23 mul ti pl e service nmenber who is a school enployee and an
24 active nmenber of the Public School Enployees' Retirenent
25 System shall be eligible for Class A service credit for
26 creditabl e nonstate service as set forth in subsections (b)
27 and (c) except that intervening mlitary service shall be
28 credited in the class of service for which the nenber was
29 eligible at the tinme of entering into mlitary service and
30 for which he makes the required contributions and except that
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1 a multiple service nmenber who is a school enployee and an
2 active nenber of the Public School Enployees' Retirenent

3 System shall not be eligible to purchase service credit for
4 creditabl e nonstate service set forth in subsection (c)(5).
5 (2) An active nenber who is a | ocal governnent police
6 enpl oyee shall be eligible for service credit for creditable
7 nonstate service as set forth in subsections (b) and (c)(1)
8 provided that the intervening mlitary service shall be

9 credited in the class of service for which the nenber was
10 eligible at the tine of entering into mlitary service and
11 for which he nakes the required contributions.

12 * %k

13 (c) Limtations on nonstate service.--Creditable nonstate
14 service credit shall be limted to:

15 * %

16 (2) mlitary service other than intervening mlitary
17 service and mlitary service purchasabl e under section

18 5302(d) (relating to credited [State] governnent service) not
19 exceeding five years, provided that a nmenber with nmultiple
20 service may not purchase nore than a total of five years of
21 mlitary service in both the system and the Public School
22 Enpl oyees' Retirenent System
23 * %

24 § 5305. Social security integration credits.

25 * %k

26 (b) Accrual of subsequent credits.--Any nmenber who has

27 social security integration accunul ated deductions to his credit
28 or is receiving a benefit on account of social security

29 integration credits may accrue one social security integration
30 credit for each year of service as a State enpl oyee on or
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subsequent to March 1, 1974 and a fractional credit for a
correspondi ng fractional year of service provided that
contributions are nade, or would have been made but for section
5502. 1 (relating to waiver of regular nenber contributions and
Soci al Security integration nmenber contributions) or the
limtations under IRC 8 401(a)(17) or 415(b), in accordance with
section 5502 (relating to Social Security integration nenber
contributions), and he:

(1) continues subsequent to March 1, 1974 as an active

menber in either the [State] governnent or school system
(2) termnates such continuous service in the [State]

* * %

Section 7. Section 5306 of Title 71, anmended Novenber 29,
2006 (P.L.1628, No.188), is anended to read:

§ 5306. d asses of service.

(a) dass A nmenbership.--A State enpl oyee who is a nmenber of
Class A on the effective date of this part or who becones a
menber of the system subsequent to the effective date of this
part shall be classified as a Cass A nenber and receive credit
for Class A service upon paynent of regular and additi onal
menber contributions for Cass A service, provided that the
St at e enpl oyee does not becone a nmenber of O ass AA pursuant to
subsection (a.1l) or a nmenber of Class D4 pursuant to subsection
(a.2).

(a.1) dass AA nenbership.--

(1) A person who becones a State enpl oyee and an active
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menber of the systemafter June 30, 2001, and who is not a
State police officer and not enployed in a position for which
a class of service other than Class Ais credited or could be
el ected shall be classified as a C ass AA nmenber and receive
credit for Cass AA State service upon paynment of regul ar
menber contributions for Cass AA service and, subject to the
[imtations contained in paragraph (7), if previously a
menber of Class A or previously enployed in a position for
whi ch Cl ass A service could have been earned, shall have all
Class A State service (other than State service perforned as
a State police officer or for which a class of service other
than C ass A was earned or could have been el ected)
classified as C ass AA service.

(2) A person who is a State enployee on June 30, 2001,
and July 1, 2001, but is not an active nenber of the system
because nmenbership in the systemis optional or prohibited
pursuant to section 5301 (relating to nmandatory and opti onal
menber shi p) and who becones an active nenber after June 30,
2001, and who is not a State police officer and not enpl oyed
in a position for which a class of service other than Cass A
is credited or could be elected shall be classified as a
Cl ass AA nenber and receive credit for Class AA State service
upon paynent of regular menber contributions for C ass AA
service and, subject to the limtations contained in
paragraph (7), if previously a nenber of C ass A or
previously enployed in a position for which C ass A service
could have been earned, shall have all Class A State service
(other than State service performed as a State Police officer
or for which a class of service other than C ass A was earned

or could have been elected) classified as C ass AA service.
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(3) Provided that an election to becone a O ass AA
menber is made pursuant to section 5306.1 (relating to
el ection to becone a C ass AA nenber), a State enpl oyee
other than a State enployee who is a State police officer on
or after July 1, 1989, who on June 30, 2001, and July 1,
2001, is:

(1) a nenber of Cass A other than a nmenber of
Cl ass A who could have el ected nenbership in a Cass C
Cass D3, Cass E-1 or (ass E-2; or

(ii) an inactive nenber on a | eave w thout pay from

a position in which the State enpl oyee would be a Cass A

active nmenber if the enpl oyee was not on | eave w t hout

pay, other than a position in which the State enpl oyee

coul d el ect nenbership in Cass C, Cass D3, Cass E-1

or Class E-2;
shall be classified as a C ass AA nenber and receive credit
for Class AA State service perfornmed after June 30, 2001,
upon paynent of regular menber contributions for C ass AA
service and, subject to the limtations contained in
paragraph (7), shall receive Cass AA service credit for al
Class A State service, other than State service perforned as
a State police officer or as a State enployee in a position
for which the nmenber could have el ected nenbership in C ass
C, Cass D3, Cass E-1 or Cass E-2, performed before July
1, 2001.

(4) Provided that an election to becone a O ass AA
menber is made pursuant to section 5306.1, a former State
enpl oyee, other than a fornmer State enpl oyee who was a State
police officer on or after July 1, 1989, who on June 30,

2001, and July 1, 2001, is a multiple service nmenber and a
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school enployee and a nenber of the Public School Enployees’
Retirement System subject to the limtations contained in
paragraph (7), shall receive Class AA service credit for all
Class A State service, other than State service perforned as
a State police officer or as a State enployee in a position
in which the forner State enpl oyee could have el ected a cl ass
of service other than Cass A perfornmed before July 1, 2001.
(5) A former State enployee, other than a former State
enpl oyee who was a State police officer on or after July 1,
1989, who is a school enployee and who on or after July 1,
2001, becones a nultiple service nenber, subject to the
[imtations contained in paragraph (7), shall receive O ass
AA service credit for all Class A State service other than
State service performed as a State enployee in a position in
which the forner State enpl oyee could have el ected a cl ass of
service other than O ass A
(6) A State enployee who after June 30, 2001, becones a
State police officer or who is enployed in a position in
whi ch the menber could el ect menbership in a class of service
other than Cass AA or Cass D4 shall retain any O ass AA
service credited prior to beconing a State police officer or
bei ng so enpl oyed but shall be ineligible to receive Cass AA
credit thereafter and instead shall receive Class A credit
unl ess a class of nenbership other than Class A is elected.
(7) (i) State service perfornmed as C ass A service
before July 1, 2001, and State service for which Cass A
servi ce could have been credited but was not credited
because nenbership in the system was optional or
prohi bited pursuant to section 5301 shall be credited as

Cl ass AA service only upon the conpletion of all acts
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1 necessary for the State service to be credited as Cass A
2 service had this subsection not been enacted and upon

3 paynent of required Cl ass AA nenber contributions as

4 provided in section 5504 (relating to nenber

5 contributions for the purchase of credit for previous

6 [State] governnent service or to beconme a full coverage
7 menber) .

8 (ii) A person who is not a State enpl oyee or a

9 school enpl oyee on June 30, 2001, and July 1, 2001, and
10 who has previous State service (except a disability

11 annui tant who returns to State service after June 30,

12 2001, upon termination of the disability annuity) shal
13 not receive Class AA service credit for State service

14 performed before July 1, 2001, until such person becones
15 an active nmenber, or an active nenber of the Public

16 School Enpl oyees' Retirenment Systemand a nultiple

17 service nenber, and earns three eligibility points by

18 perform ng credited State service or credited school

19 service after June 30, 2001
20 (a.2) dass of nenbership for nenbers of the Genera
21 Assenbly. --
22 (1) A person who:
23 (1) becones a nmenber of the General Assenbly and an
24 active nenber of the systemafter June 30, 2001; or
25 (1i) is a nmenber of the General Assenbly on July 1
26 2001, but is not an active nenber of the system because
27 menbership in the systemis optional pursuant to section
28 5301 and who becones an active nenber after June 30,
29 2001;
30 and who was not a State police officer on or after July 1,
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1989, shall be classified as a Cass D-4 nmenber and receive
credit as a Cass D-4 nenber for all State service as a
menber of the General Assenbly upon paynent of regul ar nenber
contributions for Class D-4 service and, subject to the
[imtations contained in subsection (a.1)(7), if previously a
menber of Class A or enployed in a position for which Cass A
service coul d have been earned, shall receive Cass AA
service credit for all Class A State service, other than
State service performed as a State police officer or for
which a class of service other than Cass A or Cass D4 was
or could have been elected or credited.

(2) Provided an election to becone a Cass D4 nenber is
made pursuant to section 5306.2 (relating to el ections by
menbers of the General Assenbly), a State enpl oyee who was
not a State police officer on or after July 1, 1989, who on
July 1, 2001, is a nenber of the CGeneral Assenbly and an
active nmenber of the systemand not a nenber of Cass D3
shall be classified as a Cass D-4 nenber and receive credit
as a Cass D4 nenber for all State service perforned as a
menber of the General Assenbly not credited as another class
ot her than O ass A upon paynent of regular nenber
contributions for Class D-4 service and, subject to the
limtations contained in paragraph (a.1)(7), shall receive
Class AA service credit for all Class A State service, other
than State service perfornmed as a State police officer or as
a State enployee in a position in which the nmenber could have
el ected a class of service other than Class A perforned
before July 1, 2001.

(3) A nenber of the CGeneral Assenbly who after June 30,

2001, becones a State police officer shall retain any d ass
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AA service or Cass D4 service credited prior to becomng a
State police officer or being so enployed but shall be
ineligible to receive Class AA or Cass D4 credit thereafter
and instead shall receive Class A credit.

(b) Oher State enpl oyee cl ass nenbership. --

(1) A State enployee who is a nenber of a class of
service other than Class A on the effective date of this part
shall retain his nenbership in that class until such service
i s discontinued; any service thereafter shall be credited as
Class A service, Cass AA service or Cass D4 service as
provided for in this section.

(2) Notw thstandi ng any ot her provision of this section,
a State enpl oyee who is appointed bail comm ssioner of the
Phi | adel phia Muni ci pal Court under 42 Pa.C. S. 8§ 1123(a)(5)
(relating to jurisdiction and venue) may, within 30 days of
the effective date of this sentence or within 30 days of his
initial appointment as a bail comm ssioner, whichever is
|ater, elect Class E-2 service credit for service perforned
as a bail conm ssioner. This class of service multiplier for
E-2 service as a bail conm ssioner shall be 1.5.

(c) dass nenbership for county service.--Notw thstanding
subsection (a), county service that is converted to State
service pursuant to section 5303.1 (relating to election to
convert county service to State service) shall be credited as
the foll ow ng class of service:

Cl ass of service in a county of the

second class A, third class, fourth

class, fifth class, sixth class,

seventh class or eighth class

mai ntaining a retirenent system or
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1 pensi on plan under the act of August

2 31, 1971 (P.L.398, No.96), known as

3 t he County Pension Law

4 System Cl ass of
5 Servi ce
6 Class 1-120 G
7 Class 1-100 H
8 Class 1-80 I
9 Class 1-70 J
10 Class 1-60 K
11 Rate of accrual of benefit for each

12 year of service in a county of the

13 first class or second class or

14 credited in the Pennsyl vani a

15 Muni ci pal Retirement System

16 System Cl ass of
17 Servi ce
18 . 833% G
19 1. 00% H
20 1. 250% I
21 1.428% J
22 1.667% K
23 2. 000% L
24 2.200% M
25 2.500% N
26 (d) dass of service for converted school service and
27 nonschool service.--If a nmenber elects to convert credited

28 service fromthe Public School Enployees' Retirenment Systemto
29 the system pursuant to section 5303.2 (relating to election to
30 convert school service to State service), then Cass T-C schoo
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service and all nonschool service credited in the Public School
Enpl oyees' Retirement System shall be converted to credited
service in the systemand credited as Cass A State service or
nonst ate service respectively, and Cass T-D school service
credited in the Public School Enployees' Retirenent System shal
be converted to credited service in the systemand credited as
Class AA State service.

(e) Local government police enpl oyee cl ass nenbership. --A

| ocal governnent police enpl oyee who becones a nenber of the

system after Decenber 31, 2005 2009, shall be classified as a <—

Class P-1, P-2, P-3 or P-4 nenber as provided in secti on 5405

(relating to designati on of class of service nmultiplier) and

receive credit for that class of service upon paynent of requl ar

menber contri butions for that class of service.

Section 8. Sections 5307(a), 5308, 5308.1 and 5309 of Title
71 are anmended to read:

§ 5307. FEligibility points.

(a) GCeneral rule.--An active nenber of the system shal
accrue one eligibility point for each year of credited service
Enpl oyees' Retirement System A nenber shall accrue an
additional two-thirds of an eligibility point for each year of
Class D-3 credited service. In the case of a fractional part of
a year of credited service, a nenber shall accrue the
corresponding fractional portion of eligibility points to which
the class of service entitles him

* x *

§ 5308. FEligibility for annuities.
(a) Superannuation annuity.--Attainment of superannuation

age by an active nmenber or an inactive nmenber on | eave w t hout
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school service shall entitle himto receive a superannuation

(b) Wthdrawal annuity.--Any vestee or any active nenber or
i nactive nenber on | eave wi thout pay who term nates [ State]
governnent service having five or nore eligibility points, or
who has Class G Cass H Cass |, Cass J, Cass K, Oass L,
Class Mor Cass N service and term nates State service having
five or nore eligibility points, upon conpliance with section
5907(f), (g) or (h) shall be entitled to receive an annuity.

(c) Disability annuity.--An active nenber or inactive nenber
on | eave wi thout pay who has credit for at |east five years of

service or any active nmenber or inactive nenber on | eave w t hout

pay who is a |l ocal governnent police enployee, an officer of the

Pennsyl vania State Police or an enforcenment officer shall, upon
conpliance with section 5907(k), be entitled to a disability
annuity if he beconmes nentally or physically incapabl e of
continuing to performthe duties for which he is enployed and
qualifies in accordance with the provisions of section
5905(c) (1) (relating to duties of the [board] boards regarding
applications and el ecti ons of nenbers).
§ 5308.1. Eligibility for special early retirenent.

Not wi t hst andi ng any provisions of this title to the contrary,

the foll ow ng special early retirenent provisions shall be

applicable to specified eligible nmenbers who are State enpl oyees

as foll ows:
(1) During the period of July 1, 1985, to Septenber 30,

1991, an active nmenber who has attained the age of at | east
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53 years and has accrued at least 30 eligibility points shal
be entitled, upon term nation of State service and conpliance
with section 5907(f) (relating to rights and duties of

[State] governnent enpl oyees and nenbers), to receive a
maxi mum single life annuity cal cul ated under section 5702
(relating to maxi mum single life annuity) w thout a reduction
by virtue of an effective date of retirenent which is under

t he superannuati on age.

(2) During the period of July 1, 1985, to Septenber 30,

1991, an active nenber who is a State enpl oyee and has

attained the age of at |east 50 years but not greater than 53
years and has accrued at least 30 eligibility points shall be
entitled, upon termnation of State service and conpliance
with section 5907(f), to receive a maxinumsingle life
annuity cal cul ated under section 5702 with a reduction by
virtue of an effective date of retirenment which is under the
superannuati on age of a percentage factor which shall be
determ ned by nultiplying the nunber of nonths, including a
fraction of a nmonth as a full nonth, by which the effective
date of retirenent precedes the attainnent of age 53 by
0. 25%

(3) During the period of October 1, 1991, to June 30,

1993, a nenber who is a State enpl oyee and has credit for at

|l east 30 eligibility points shall be entitled, upon
term nation of service and filing of a proper application, to
receive a maximumsingle life annuity cal cul ated pursuant to
section 5702 without any reduction by virtue of an effective
date of retirenent which is under the superannuati on age.

(4) During the period of July 1, 1993, to July 1, 1997,

a nenber who is a State enpl oyee and has credit for at | east
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30 eligibility points shall be entitled, upon term nation of
service and filing of a proper application, to receive a
maxi mum single life annuity cal cul ated pursuant to section
5702 without any reduction by virtue of an effective date of
retirement which is under the superannuation age.
§ 5309. FEligibility for vesting.
five or nore eligibility points, or any nmenber with Cass G
Class H Cass |, Cass J, Cass K, Cass L, Cass Mor Cass N
service with five or nore eligibility points, shall be eligible
until attainment of superannuation age to vest his retirenent
benefits.
Section 9. Title 71 is anended by adding a chapter to read:
CHAPTER 54

LOCAL GOVERNMENT RETI REMENT

A Local Governnent Police Enpl oyee Retirenment Benefits

B. Revi si on and Conti nuati on of |ntergovernnental Revenue

C. Suppl enental Local Governnent Benefit Accunul ati on Pl an

SUBCHAPTER A

LOCAL GOVERNMENT POLI CE EMPLOYEE RETI REMENT BENEFI TS

Sec.

5401. Provi si on of | ocal governnent police enpl oyee retirenent

benefits.

5402. Est abl i shnent of | ocal governnent police enpl oyee

reti renent systens restricted.

5403. Conti nuati on of existing |l ocal governnent police enpl oyee

reti renent systens.

5404. Application for participation required.

5405. Desi gnati on of class of service nultiplier.
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5406. Optional transfer of nenbers and benefici ari es.

5407. Optional election of nenbership for certain existing

pol i ce enpl oyees.

5408. Service credit for prior governnent Service.

54009. Board acti ons precedi ng transfer of nenmbers and

beneficiaries to | ocal governnent police enpl oyee

retirenent system

5410. Provi sion of retirenent benefits for part-tine | ocal

gover nnent police enpl oyees.

8 5401. Provi si on of | ocal governnent police enpl oyee

reti renent benefits.

(a) GCeneral rule.--After Decenber 31, 1996, a | oca

gover nnent shall not provide retirenent benefits to its | ocal

gover nnent police enpl oyees except as provided in this part.

(b)Y Definition.--As used in this section, the term

"retirenent benefits" neans an annuity, pension, health or

wel fare benefit, insurance coverage, retirenent all owance or

other retirenent benefit provided to an annuitant or beneficiary

after the retirenent of the annuitant except benefits provi ded

t hrough participation in a postenpl oynent hospital, nedical,

surgi cal or major nedical insurance programor a deferred

conpensati on program under sections VIII.1 or VIIl.2 and VIII.3

of the act of March 30, 1811 (P.L. 145, No. 99), entitled "An

act to anend and consolidate the several acts relating to the

settl enent of the public accounts and the paynment of the public

nmoni es, and for other purposes," or section 457 of the |nternal

Revenue Code of 1986 (Public Law 99-154, 26 U.S.C. § 457).

8§ 5402. Est abl i shnent of | ocal governnent police enpl oyee

reti renent systens restricted.

(a) Establishnent of newretirenent systens for full-tine
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1 Ilocal governnent police enployees prohibited.--After Decenber

2 31, 2005 2009, a local governnent shall not establish a

3 retirenent or pension fund, plan or systemfor its full-tine

4 police enployees except through participation in the system as
5 provided by this part.

6 (b) Establishnent of retirenent systens for part-tine |ocal
7 governnent police enployees restricted.--After Decenber 31, 2005
8 2009, a local governnent shall not establish any retirenent or
9 pension fund, plan or systemfor its part-tine police enployees
10 except through the establishnment of sinplified enpl oyee pension
11 individual retirenment accounts as provided under section 5410
12 (relating to provision of retirenent benefits for part-tine

13 local governnment enployees).

14 (c) Effective date for newretirenent systens.--1f a | ocal
15 governnent establishes a retirenent or pension fund, plan or

16 system after Decenber 31, 20065 2009, the |ocal governnent shal
17 establish the retirenent or pension fund, plan or systemonly as
18 of January 1 of the year in which the resolution or ordinance
19 creating the fund, plan or systemis passed in final form
20 § 5403. Continuation of existing |ocal governnment police
21 enpl oyee retirenent systens.
22 A local governnent police enployee retirenent system
23 established and maintained by a |ocal governnent and created
24 before January 1, 2006 2010, nmay continue to operate until al
25 its nmenbers and beneficiaries have been transferred into the
26 systemunder the terns and conditions set forth in section 5406
27 (relating to optional transfer of nenbers and beneficiaries) or
28 wuntil it has no nenbers or beneficiaries representing actual or
29 potential liabilities, whichever occurs earlier. Upon the

30 occurrence of either circunstance, the | ocal governnent police
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enpl oyee retirenent system shall be term nated under section

5406(d) .

8 5404. Application for participation required.

(a) Subni ssion of application for participation.--After

Decenber 31, 2805 2009, a | ocal government shall submt an <—

application for participation in the systemno | ater than 15

days after the enpl oynent of a | ocal governnent police enpl oyee

unl ess no retirenent systemexists for previously hired police

enpl oyees and the | ocal government has no plans to provide

retirenent benefits for police enpl oyees. Wiere a | ocal

governnent declines to submt an application for participation

under the provision of this section and subsequently elects to

provide retirenent benefits for police enpl oyees, the | ocal

governnent shall subnmit an application for participation in the

systemto be effective on the follow ng January 1 on a

prospective basis for all police enpl oyees who were enpl oyed

after Decenber 31, 2005 2009. <—

(b)Y Designation of class of service nultiplier.--Each

application for participation subnmtted by a | ocal gover nnent

under this section shall designate the class of service

multiplier to be applied to the police enpl oyees. A | ocal

gover nnent may desi gnate a hi gher class of service nultiplier

for police enpl oyees on any subsequent January 1 by submitting a

revi sed application for participation.

(c) Specification of procedures.--Local governnents shal

adhere to the procedures adopted by the Local Governnent Police

Enpl oyees' Retirenent Board regardi ng the content and subm ssi on

of applications for participation in the system

8 5405. Desi gnati on of class of service nultiplier.

(a) Local government police enployee retirenent systemw th
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1 defined benefits exists.--Wen a | ocal governnent police

2 enployee retirenent systemfor the police enployees of a |ocal

3 governnent exists on Decenber 31, 2005 2009, the |ocal <—
4 governnent shall designate the class of service nultiplier as

5 follows:

6 (1) If the Iocal governnent transfers the nenbers and

7 beneficiaries of a |ocal governnent police enployee

8 retirement systemto the system under section 5406 (relating

9 to optional transfer of nenber and beneficiaries), the |ocal

10 governnent shall designate a class of service nultiplier in

11 the systemfor the transferred nenbers and for police

12 enpl oyees entering | ocal governnent service after Decenber

13 31, 20665 2009, that provides aggregate benefits not less than <—
14 t hose provided under the | ocal governnent police enpl oyee

15 retirenment system as deterni ned under subsection (d), except

16 as_provided in paragraph (3).

17 (2) If the Iocal governnent does not transfer the

18 nenbers and beneficiaries of a |ocal governnent police

19 enpl oyee retirenment systemto the system under section 5406,
20 the | ocal governnent naey designate any class of service
21 nultiplier in the systemfor enployees entering |ocal
22 governnent service as police enployees after Decenber 31,
23 2005 2009, unless a collective bargai ning agreenent, <—
24 nedi ation_agreenent or arbitration award between the | ocal
25 governnment and its police enployees or their collective
26 bar gai ni ng representatives restricts the class of service
27 nultiplier that may be designated for police enpl oyees
28 entering |ocal governnent service after Decenber 31, 20865 <—
29 2009.
30 (3) If the aggregate benefits provided under the |ocal
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governnent police enpl oyee retirenment system exceed the

hi ghest applicable class of service nultiplier for police

enpl oyees, the | ocal governnent shall designate the hi ghest

applicable class of service nultiplier in the system for

poli ce enpl oyees entering | ocal governnent service after

Decenber 31, 2805 2009, and for any nenbers in that

particul ar group transferred to the system under secti on

(b) No | ocal governnent police enpl oyee retirenent system or

a |l ocal government police enpl oyee retirenent system w t hout

defi ned benefits exists.--VWhen a | ocal governnment police

enpl oyee retirenent system for police enpl oyees of a | ocal

gover nnent has no defi ned benefits or does not exist on Decenber

31, 2005 2009:

(1) The | ocal governnent nay designate any of the four

class of service nultipliers in the systemfor police

enpl oyees entering | ocal governnent service after Decenber

31, 2005 2009.

(2) If individuals who are active, full-tine police

enpl oyees of the | ocal governnent on Decenber 31, 20605 2009,

| ater becone nenbers of the system as police enpl oyees of

that | ocal governnent, the | ocal governnent shall desi gnate

the sane class of service multiplier in the systemfor those

police enpl oyees as it desi gnated for police enpl oyees

entering | ocal governnent service after Decenber 31, 2005

2009, under paragraph (1).

(c) Subsequent nodificati on of designati on of class of

service multiplier.--After the designation of a class of service

mul ti plier under subsection (a) or (b), a | ocal governnent nay

desi gnate a hi gher class of service nultiplier effective on any
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subsequent January 1, subject to any coll ective bargai ni ng

agreenent, nedi ati on agreenent or arbitrati on award between the

| ocal governnent and its police enpl oyees or their collective

bar gai ni ng representati ves, provided that the | ocal governnent

agrees to pay an anobunt equal to the increase in the actuari al

accrued liability over not nore that a 20-year period based on a

| evel dollar anortizati on schedul e. The anorti zati on paynents so

i ncurred shall be added to the enpl oyer contributions of the

i ndi vi dual | ocal governnent determ ned under section 5508(a.1)

(relating to actuarial cost nethod).

(d) Benefit structure.--Before the January 1 transfer date

of full-tine | ocal governnent police enpl oyees under subsecti on

(a)(1), the Local CGovernnent Police Enpl oyees' Retirenment Board

shal|l cause the actuary of the systemto value both the benefit

structure of the | ocal governnent police enpl oyee retirenent

system and the benefit structure of the system usi ng the

system s standard net hodol ogy and the denographi c data for the

prospecti ve nenbers to determ ne actuari al present val ue of

future benefits under each system The resulting val ues shal

deternine the | owest class of service nultiplier that nay be

desi gnated by the | ocal governnent.

8 5406. Optional transfer of nenbers and benefici ari es.

(a) Optional transfer of nenbers and beneficiaries

permtted. --On any January 1 after Decenber 31, 2006 2010, a

| ocal governnent may transfer all of the nenbers and

beneficiaries of its |ocal governnment police enpl oyee retirenent

systemto the systemunder the conditions provided in

subsections (b) and (c).

(b)Y Conditions for optional transfer.--The optional transfer

of nenbers and beneficiaries of a | ocal governnment police
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enpl oyee retirenent system shall require, anong ot her

conditions, all of the foll ow ng:

(1) approval by two-thirds mpjority of active nenbers of

the | ocal governnent police enployee retirenent systemin an

el ecti on conducted by the Local Governnent Police Enpl oyees'

Retirenment Board;

(2) a duly passed resol ution of the governi ng body of

the | ocal governnent under which the | ocal governnent police

enpl oyee retirenent systemis operating declaring the

governi ng body's desire and intent to transfer all of the

menbers and beneficiaries to and to participate in the

system

(3) prepaynent to the Local Governnment Police Enpl oyees'

Retirenment Fund by the | ocal governnent of the anpunt equal

to the actuarial accrued liabilities attributable to the

menbers and beneficiaries of the | ocal governnent police

enpl oyee retirenent systemon the January 1 the transfer is

effective as deternm ned by the actuary;

(4) aqgreenent by the | ocal governnent to pay to the

Local Governnent Police Enpl oyees' Retirenent Fund the pickup

contri buti ons and enpl oyer contri buti ons under Chapter 55

(relating to contri butions); and

(5) approval by the Local Governnent Police Enpl oyees'

Retirenment Board of an application for transfer of the

menbers and beneficiaries to and partici pati on of the | ocal

governnent and its full-tine police enpl oyees in the system

(c) Six-nmonths limtation of tine for civil actions and

pr oceedi ngs. - -

(1) A civil action or proceeding at law or in equity

seeking to prohibit or rescind the optional transfer to or
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subsequent participation in the system of one or npre nenbers

or beneficiaries of the | ocal governnent police enpl oyee

retirenent system shall be commenced within six nonths of the

January 1 the transfer is to be or was effecti ve.

(2) If, as aresult of a civil action or proceedi ng, the

transfer to or participation in the system of one or nore

menbers or beneficiaries of the | ocal governnent police

enpl oyee retirenment systemis prohi bited or resci nded before

the January 1 the transfer is to be effective, the transfer

to and participation in the systemby all nenbers and

beneficiaries of the | ocal governnent police enpl oyee

reti renent system shall not occur

(3) If, as aresult of a civil action or proceedi ng, the

transfer to or participation in the system of one or nore

menbers or beneficiaries of the | ocal governnent police

enpl oyee retirenent systemis prohibited or resci nded on or

after the January 1 the transfer was effective, the transfer

to and participation in the systemby all nenbers and

beneficiaries of the | ocal governnent police enpl oyee

retirenent system shall be permanently resci nded and the

assets transferred and contri buted by the | ocal gover nnent

and the nenbers of the | ocal governnent police enpl oyee

retirenent systemshall be refunded with statutory i nterest

to the public enpl oyee pension trust fund of the | ocal

gover nnent police enpl oyee retirenment system

(4) |If a civil action or proceeding at law or in equity

seeking to prohibit or rescind the optional transfer to or

subsequent participation in the system of one or npre nenbers

or beneficiaries of a | ocal governnent police enpl oyee

retirenent systemis not conmenced within six nonths of the
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January 1 the transfer is effective, any civil action or

proceedi ng commenced agai nst the | ocal governnent, the | ocal

governnent police enpl oyee retirenment system the system the

Commpnweal th or their officers or enpl oyees shall be

di sm ssed and the person to whom any such cause of action

accrued for any injury shall be forever barred from

proceedi ng further thereon within this Commpnweal th or

el sewhere. As used in this paragraph, the word "commenced"

shal|l have the neaning given it under 42 Pa.C. S. § 5503

(relating to conmmencenent of matters).

(d) Use of residual assets and term nati on of | ocal

governnent police enpl oyee retirenent system--After the | ocal

gover nnent police enpl oyee retirenent system has paid the anopunt

requi red under subsection (b)(3) and transferred all its nenbers

and beneficiaries to the system the |ocal government police

enpl oyee retirenent system shall use the residual assets of the

police pension fund to pay any remaining liabilities and to nake

future enpl oyer contributions to the Local CGovernnent Police

Enpl oyees' Retirenent Fund under section 5507 (relating to

contri butions by the Commonweal th and ot her enpl oyers). \Wen the

resi dual assets of the police pension fund of the nmunicipality

are depleted, the | ocal governnment police enpl oyee retirenent

system shall be then term nated.

8 5407. Optional election of nenbership for certain existing

pol i ce enpl oyees.

(a) Optional election of nenbership for certain existing

police enpl oyees pernmitted. --On any January 1 after Decenber 31,

2006 2010, a | ocal governnent namy el ect nmenbership in the system

for all of its full-tine police enpl oyees who on Decenber 31,

2006 2010, were active, full-tine police enpl oyees of the | ocal
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gover nnent and were not nenbers of the | ocal governnent's | ocal

gover nnent police enpl oyee retirenment system

(b)Y Conditions for optional election of nenbership.--The

opti onal el ection of nenbership in the systemby a | ocal

governnent for all the full-time police enpl oyees shall require,

anong other conditions, all of the foll ow ng:

(1) a duly passed resol ution of the governi ng body of

the | ocal governnent decl aring the governi ng body's desire

and intent to el ect nenbership in the systemfor all of the

affected | ocal governnent police enpl oyees;

(2) designation of the class of service nultiplier for

its |local governnment police enpl oyees under section 5405(b)

(relating to designation of class of service nultiplier);

(3) prepaynent to the Local Governnment Police Enpl oyees'

Retirenment Fund by the | ocal governnent of the anpunt equal

to the actuarial accrued liabilities attributable to the

| ocal governnent police enpl oyees on the January 1 the

transfer is effective as deterni ned by the actuary;

(4) aqgreenent by the | ocal governnent to pay to the

Local Governnent Police Enpl oyees' Retirenent Fund the pickup

contri buti ons and enpl oyer contri buti ons under Chapter 55

(relating to contri butions); and

(5) approval by the Local Governnent Police Enpl oyees'

Retirenment Board of an application for participation of the

| ocal governnent and its full-tine police enployees in the

system The Local Governnent Police Enpl oyees' Retirenent

Board may establish any other conditions as it deens

appropri at e.

8 5408. Service credit for prior governnent service.

(a) New | ocal governnent police enployees.--A full-tine
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| ocal governnent police enpl oyee who enters | ocal gover nnent

service and joins the system after Decenber 31, 2005 2009, shal

only receive service credit in the systemfor |ocal governnent

police service fromthe date of nenbership in the system

(b) Existing | ocal governnent police enpl oyee retirenent

system nenbers.--A full-time | ocal governnent police enpl oyee

whose retirenent nenbership is transferred froma | oca

governnent police enpl oyee retirenent systemto the system under

section 5406 (relating to optional transfer of nenbers and

beneficiaries) shall only receive service credit in the system

for the service credit the enpl oyee had in the | ocal gover nnent

police enpl oyee retirenent systemon the date of transfer.

(c) Existing | ocal governnent police enpl oyees not nenbers

of a |l ocal governnent police enpl oyee retirenent system--A

| ocal governnent el ecting nenbership in the system under section

5407 (relating to optional el ection of nenbership for certain

exi sting police enpl oyees) for | ocal governnent police enpl oyees

may pernmit nenbers to receive service credit in the systemonly

for the full-tine | ocal governnent police service the | ocal

governnent police enpl oyees had with the | ocal governnent on the

Decenber 31 i nmedi ately before joining the system provided the

| ocal governnent prepays the Local Governnent Police Enpl oyees'

Retirenment Fund the anmount of the resulting actuarial accrued

liabilities as required under section 5406(b)(3).

8 5409. Board acti ons precedi ng transfer of nenbers and

beneficiaries to | ocal governnent police enpl oyee

retirenent system

Before the January 1 transfer date of nenbers and

beneficiaries of the |ocal governnment police enpl oyee retirenent

syst em under section 5406 (relating to optional transfer of
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menbers and beneficiaries) or | ocal governnent police enpl oyees

under section 5407 (relating to optional el ection of nenbership

for certain existing police enpl oyees), the Local Gover nnent

Pol i ce Enpl oyees' Retirenment Board shall

(1) Cause its actuary to value the actuarial accrued

liabilities that are attri butable to nenbers and

beneficiaries to be transferred as of the transfer date.

(2) Determ ne the anount of accunul ated nenber

contri butions and i nterest for each active nenber, together

with statutory interest during all periods of subseguent

| ocal governnent police service to the date of transfer and

credit the resulting anbunts to the nenbers' savi ngs account

of the Local CGovernnent Police Enpl oyees' Retirenent Fund on

the transfer date.

8§ 5410. Provi sion of retirenent benefits for part-tine | ocal

gover nnent police enpl oyees.

(a) Establishnent of sinplified enpl oyee pension individual

reti renent account plans for part-tine | ocal government police

enpl oyees permtted. --A | ocal governnent may establish eligible

sinplified enpl oyee pension individual retirenment account pl ans

under section 408 of the Internal Revenue Code of 1986 (Public

Law 99-514, 26 U.S.C. 8 408) for its part-tine | ocal governnent

pol i ce enpl oyees.

(b)Y Adnministration by governi ng body.--Any sinplified

enpl oyee pension individual retirenent account plans establi shed

for the part-tine | ocal governnent police enpl oyees of a | ocal

gover nnent shall be established and adm ni stered by the

governi ng body of the | ocal governnent and shall provide for

contri butions by the | ocal governnent to be specified as a

uni f orm per cent age of conpensati on.
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(c) Definitions.--The foll owi ng words and phrases when in

this section shall have, unless the context clearly indicates

ot herwi se, the nmeanings given to themin this subsecti on:

"Conpensation.” Renuneration actually received as a | ocal

gover nnent police enpl oyee, excluding refunds for expenses,

conti ngency and account abl e expense al |l owances and severance

paynents or paynents for unused vacation or sick | eave.

"Part-tinme | ocal governnent police enpl oyee." Any individual

enpl oyed and conpensated for | ess than 1,650 hours of enpl oynent

f or each nonover!| appi ng peri od of 12 consecutive nonths, 26

consecuti ve bi weekly pay periods or 52 consecutive weekly pay

peri ods. The term shall not nean an i ndependent contractor or

any individual conpensated on a fee or conm Ssion basis.

SUBCHAPTER B

REVI SI ON AND CONTI NUATI ON_OF | NTERGOVERNVENTAL REVENUE

Sec.

5421. Revi si on of general nunici pal pension system State aid

8§ 5421. Revi si on of general nunici pal pension system State aid

(a) Maxi mum all ocation. --Notw thstandi ng the provisi ons of

section 402(f)(2) of the act of Decenber 18, 1984 (P.L. 1005,

No. 205), known as the Muini ci pal Pension Pl an Fundi ng St andard

and Recovery Act, the all ocation of each eligible nmunicipality

participating in the distribution of general nunicipal pension

system State aid under Chapter 4 of the Muinici pal Pensi on Pl an

Fundi ng St andard and Recovery Act during cal endar year 2006 2010

and thereafter shall not exceed the aqggregate actual enpl oyer

financial requirenents of its enpl oyee pensi on pl ans cal cul at ed

under section 402(f)(2) of the Minicipal Pension Plan Fundi ng
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St andard and Recovery Act and subsection (b).

(b) Adjustnent of allocation.--Notw thstandi ng the

provi sions of section 402(f)(2) of the Minici pal Pension Pl an

Fundi ng St andard and Recovery Act, the aggreqgate actual enpl oyer

financial requirenents cal cul ated for each eligible nmunicipality

under section 402(f)(2) of the Minicipal Pension Plan Fundi ng

St andard and Recovery Act for use in the all ocati on nade duri ng

cal endar year 2007 2011 and thereafter shall not include the <—

actual enployer financial requirenents of the police pension

plan of the nunicipality if the nunicipality has elected to

transfer menbers and beneficiari es under secti on 5406 (rel ati ng

to optional transfer of nenbers and beneficiaries) and i s

funding or could be funding its actual enpl oyer financi al

requi renents through di sbursenents fromthe resi dual assets of

the police pension fund of the nmunicipality under section

5406(d) .

(c) Reserve for allocation.--Notwi thstandi ng the provisions

of section 402(b) of the Minicipal Pension Plan Fundi ng Standard

and Recovery Act, if in any year the application of the nmaxi num

all ocation in subsection (a) results in unall ocated npbneys in

the general nunici pal pension system state aid program the

unal | ocat ed noneys shall be held as a reserve for allocation in

t he subsequent year. In the event that the unall ocated npbneys in

any year exceed 10% of the total noneys avail able for all ocation

in that year, the excess npbneys shall be paid to the General

(d) Construction of section.--Nothing in this section shal

be construed to repeal any of the provisions of Chapters 5 and 6

of the Munici pal Pension Pl an Fundi ng Standard and Recovery Act.

(e) Definition.--As used in this section, the term
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"muni ci pality" has the neani ng gi ven such term by section 102 of

the act of Decenber 18, 1984 (P.L.1005, No.205), known as the

Muni ci pal Pensi on Pl an Fundi ng Standard and Recovery Act.

SUBCHAPTER C

SUPPLEMENTAL LOCAL GOVERNMENT BENEFI T

ACCUMULATI ON PLAN

Sec.

5441. Definitions.

5442. Suppl enmental | ocal governnent retirenent benefit

accunul ati on pl an.

5443. Contri buti ons.

5444. Contri buti ons taxabl e.

5445. Losses, expenses and obligati ons.

5446. Pronpt i nvestnent.

5447. No assi gnnent or alienation.

5448. Wt hdrawal s.

5449. Eligi bl e i ndi vidual nenbers.

5450. CQualified fund nanagers; paynent of conm SSions.

5451. Eligibility for vesting.

5452. Benefits.

§ 5441. Definitions.

The foll owi ng words and phrases when used in this subchapter

shall have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Conpensation.” Renuneration actually received as a | ocal

gover nnent police enpl oyee excl udi ng refunds for expenses,

conti ngency and account abl e expense al |l owances and severance

paynents or paynents for unused vacation or sick | eave.

"Enpl oyee group." Al the full-tine police enpl oyees of a

| ocal governnent classified as | ocal governnent police
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enpl oyees._

8 5442. Suppl enental |ocal government retirenent benefit

accunul ati on pl an.

(a) Establishnent.--The Local Governnent Police Enpl oyees'

Retirenment Board shall establish and adm ni ster a suppl enent al

| ocal governnent retirenent benefit accunul ati on pl an that

provi des for the mai ntenance of individual accounts for eliqgible

menbers who are enpl oyed by a participating | ocal governnent.

(b) Powers and duties of the board.--1n order to establish

and adm ni ster the suppl enental | ocal governnent retirenent

benefit accunul ati on plan, the powers and duties of the Local

Governnent Police Enpl oyees' Retirenent Board shall include, but

not be limted to:

(1) Entering into witten agreenents with one or nore

financial or other organizations to adnm nister the

suppl enental | ocal governnent retirenent benefit accunul ati on

plan and to i nvest funds contri buted under the plan. Any

witten agreenent and suppl enental | ocal gover nnent

retirenent benefit accunul ati on plan shall conformw th the

provi sions of the Internal Revenue Code of 1986 (Public | aw

99-514, 26 U.S.C. 8§ 1 et seq.).

(2) Annually reviewing all plan and fund nmnagers for

t he purpose of nmking certain they continue to neet al

perfornmance standards and criteria as nmay be established by

t he boar d.

(c) Rules and regqulations.--In addition to the powers and

duti es enunerated i n subsection (b), the board al so nay

pronul gate rules and requl ations relating to the foll ow ng:

(1) Establishing procedures whereby | ocal governnents

may el ect or agree to participate in the plan for all the
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i ndi vi dual nenbers in an enpl oyee group, whereby | ocal

governnents specify for an enpl oyee group the uniform

per cent age of conpensation to be contri buted by the nenber

and the | ocal governnent, whereby participating individual

menbers nay el ect or change their choi ces of nmanagers and

i nvestnents on a quarterly basis and whereby partici pating

| ocal governnents may el ect to cease partici pation at any

tinme subject to coll ective bargai ni ng agreenents or

arbitrati on awards.

(2) Establishing standards and criteria for the

sel ection by the board of financial institutions, insurance

conpani es or other organi zations that nay be qualified as

managers of the plan and funds contri buted under the pl an.

(3) Establishing standards and criteria for the

provi si on of investnment options to individual nenbers and for

the disclosure of the options to the individual nenbers.

(4) Establishing standards and criteria for the

di sclosure to participating individual nenbers of the

antici pated and actual incone on their accounts and all fees,

costs and charges to be made agai nst the contri buted anpunts

to cover the costs of adm nistrati on and fund nmanagenent.

§ 5443. Contri buti ons.

The contri butions to the suppl enental | ocal gover nnent

reti renent benefit accunul ati on plan for an enpl oyee group shal

be expressed and i npl enented as a uni form percent age of

conpensation. The specified contributions shall be deducted from

t he conpensati on of participating i ndividual nmenbers and natched

by the | ocal governnent. The contri butions of a | ocal gover nnent

to the suppl enental | ocal governnent retirenment benefit

accunul ati on plan shall not be included in the financi al
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requi renents of the | ocal governnent that are certified by the

system for use in the allocati on of general mnunici pal pension

system State aid.

§ 5444. Contributions taxable.

Al amounts contri buted under the suppl enental | ocal

governnent retirenent benefit accunul ati on pl an shall constitute

t axabl e i ncone for purposes of the act of March 4, 1971 (P.L.86,

No. 2), known as the Tax Reform Code of 1971, and shal

constitute taxable incone for State and | ocal earned i ncone

8§ 5445. Losses, expenses and obligati ons.

Nei t her the Commpbnweal th, the Local Governnent Police

Enpl oyees' Retirenent Board nor any | ocal governnent shall be

responsi ble for any i nvestnent | oss incurred in the plan or for

the failure of any investnment to earn any specific or expected

return or to earn as nuch as any other investnent opportunity,

whet her such other investnent opportunity was offered to

partici pants in the plan. The expenses arising from all ow ng

i ndi vidual nenbers to elect to participate in the suppl enent al

| ocal governnent retirenent benefit accunul ati on plan, to choose

a fund manager, to deduct from conpensati on anounts contri buted

under a plan and to transfer to the fund nanager anounts to be

contri buted shall be borne by the participating | ocal

governnent. Al other expenses arising fromthe adm ni stration

of the suppl emental | ocal governnent retirenent benefit

accunul ati on plan shall be assessed agai nst the accounts created

on behal f of participating individual nenbers either by the fund

managers or by the board. The obligati on of the | ocal gover nnent

poli ce enpl oyee shall be a contractual obligation only with no

preferred or special interest in contributed funds to such
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enpl oyee.
8§ 5446. Pronpt i nvestnent.

| nvest ment of contri buted funds by any corporation,

institution, insurance conpany or custodi al bank that the Local

Governnent Poli ce Enpl oyees' Retirenent Board has approved shal

not be unreasonably del ayed and in no case shall the investnent

of contributed funds be del ayed nore than 30 days fromthe date

that the payroll deductions or |ocal government contri butions

are received by the systemto the date that funds are i nvested.

Any i nterest earned on such funds pendi ng i nvestnent shall be

allocated to the Local Governnent Police Enpl oyees' Retirenent

Board and credited to the accounts of individual nenbers who are

then participating in the plan unless such interest is used to

defray adm ni strative costs and fees that woul d ot herwi se be

required to be borne by individual nmenbers who are then

participating in the plan.

8§ 5447. No assi gnnent or alienation.

Except as provided in section 5953 (relating to taxation,

attachnent and assi gnnent of funds), no participati ng nenber or

beneficiary shall have the right to conmute, sell, assign or

ot herwi se transfer or convey the rights to recei ve any paynents

under aqgreenents entered into under this section, and such

paynents and rights are expressly declared to be nonassi gnabl e

and nontransf er abl e.

§ 5448. W thdrawal s.

A participating individual nmenber may wi thdraw from t he

agreenent in accordance with the plan by notice, in witing,

si gned by the nenber and chief admi nistrative officer of the

| ocal governnent. Such withdrawal shall di scontinue future

wi t hhol di ngs from the individual nenber's conpensation by the
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| ocal governnent and future contri butions by the | ocal

governnent but shall not operate to w thdraw any funds

theretofore contri buted except as provi ded under secti on 5452

(relating to benefits).

8§ 5449. Eligi bl e i ndi vi dual nenbers.

Every full-tine police enpl oyee of a | ocal gover nnent who,

upon the effective date of the | ocal governnent's participation

in the plan, either is in office or enployed by the | ocal

governnent shall immediately be eliqgible for participation in

t he suppl emental | ocal governnent retirenent benefit

accunul ation plan. Thereafter, every full-tine police enpl oyee

of a |l ocal governnent shall becone eliqgi bl e upon enpl oynent by a

partici pati ng | ocal governnent.

8 5450. CQualified fund nanagers; paynent of conm SSions.

For the purposes of this subchapter only, notw thstandi ng the

provi sions of the act of April 9, 1929 (P.L.177, No.175), known

as The Admi nistrative Code of 1929, or the act of Septenber 26,

1961 (P.L.1661, No.692), known as the State Enpl oyes Group Life

| nsurance Law, insurance conpani es selected as qualified fund

managers by eligi ble individual nenbers nay pay comm ssions to

agents or brokers licensed to transact business in this

Commpnweal th in accordance with their standard practice foll owed

in other simlar plans as if the prem um had been paid by such

eliqgible individual nenber.

8§ 5451. Eligibility for vesting.

Any partici pant who term nates | ocal governnent service with

ten or nore eliqgibility points shall be eligible until

attai nnent of superannuation age to vest his suppl enental | ocal

gover nnent benefit accunul ati on pl an benefits.

§ 5452. Benefits.
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A participating individual nenber shall receive the total

account value of his individual account in a | unp sum upon

term nation of service or retirenent unl ess the individual

menber elects to vest his benefits under section 5451 (rel ating

to eligibility for vesting).

Section 10. Sections 5504 heading and (a), 5505(c) and (e),
5506 and 5507(a) of Title 71 are anended to read:
8§ 5504. Menber contributions for the purchase of credit for

full coverage nenber

(a) Amount of contributions for service in other than C ass
G through N.--The contributions to be paid by an active nenber
or eligible school enployee for credit for total previous
H Cass |, Cass J, Cass K, Cass L, Cass Mand Cass Nor to
become a full coverage nmenber shall be sufficient to provide an
anount equal to the regular and additional accunul ated
deducti ons whi ch woul d have been standing to the credit of the
menber for such service had regular and additional nenber
contributions been made with full coverage in the class of
service and at the rate of contribution applicable during such
period of previous service and had his regular and additi onal
accumnul at ed deductions been credited with statutory interest
during all periods of subsequent [State] governnent and school

service up to the date of purchase.

* * %

8§ 5505. Contributions for the purchase of credit for creditable

nonst ate servi ce.

* * %

(c) Intervening mlitary service.--Contributions on account
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of credit for intervening mlitary service shall be determ ned
by the nenber's contribution rate, the additional contribution
rate which shall be applied only to those nenbers who began
service on or after the effective date of this anmendatory act
and conpensation at the tinme of entry of the nenber into active
mlitary service, together with statutory interest during al
peri ods of subsequent [State] governnent and school service to
date of purchase. Upon application for such credit the anobunt
due shall be certified in the case of each nenber by the board
i n accordance with nmethods approved by the actuary, and
contributions nay be nade by:
(1) regular nmonthly paynments during active mlitary
service; or
(2) a lunp sum paynment within 30 days of certification;
or
(3) salary deductions in anounts agreed upon by the
menber or eligible school enployee who is an active nmenber of
t he Public School Enployees' Retirenent System and the board.
The sal ary deduction anortization plans agreed to by nmenbers and
the board may include a deferral of paynent anounts and
statutory interest until the term nation of school service or
State service as the board in its sole discretion decides to
allow. The board may |limt salary deduction anortization plans
to such terns as the board in its sole discretion determ nes. In
the case of an eligible school enployee who is an active nenber
of the Public School Enployees' Retirenent System the agreed
upon sal ary deductions shall be remtted to the Public School
Enpl oyees' Retirenment Board, which shall certify and transfer to

t he board the anounts paid.

* * %
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(e) Philadel phia magisterial service.--Contributions on
account of credit for service as a magistrate of the Cty of
Phi | adel phia shall be determ ned by the board to be equal to the
anount he woul d have paid as enpl oyee contri butions together
with statutory interest to date of purchase had he been a State
enpl oyee during his period of service as a magi strate of the
City of Philadel phia. The anpbunt so determ ned by the State

Enpl oyees' Retirenment Board or the Local Governnent Police

Enpl oyees' Retirenent Board to be paid into the [State

Enpl oyees' Retirenment System system shall be the obligation of
t he judge who requested credit for previous service as a

magi strate of the City of Philadel phia; in no event shall such

anount be an obligation of the City of Philadelphia or the Gty
of Phil adel phia retirement system

* * %

§ 5506. Inconplete paynents.

service or a multiple service nenber who is an active nenber of
t he Public School Enployees' Retirenment Systemterm nates schoo
service before the agreed upon paynents for credit for previous
[ State] governnent service, creditable nonstate service, social
security integration, full coverage nmenbership or return of
benefits on account of returning to [State] governnent service
or entering school service and electing nultiple service have
been conpl eted, the nenber or nmultiple service nmenber who is an
active nmenber of the Public School Enployees' Retirenment System
shall have the right to pay within 30 days of term nation of

[ State] governnent service or school service the bal ance due,
including interest, in a lunp sumand the annuity shall be

calculated including full credit for the previous [State]
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governnent service, creditable nonstate service, [social

security] Social Security integration, or full coverage

menbership. In the event a nenber does not pay the bal ance due
within 30 days of termnation of [State] governnent service or
in the event a nmenber dies in [State] governnent service or

wi thin 30 days of termnation of [State] governnent service or
in the case of a nmultiple service nenber who is an active nenber
of the Public School Enpl oyees' Retirenent System does not pay
t he bal ance due within 30 days of term nation of school service
or dies in school service or within 30 days of term nation of
school service and before the agreed upon paynents have been
conpl eted, the present value of the benefit otherw se payabl e
shall be reduced by the bal ance due, including interest, and the
benefit payabl e shall be cal culated as the actuarial equival ent
of such reduced present val ue.
§ 5507. Contributions by the Comonweal th and ot her enpl oyers.

(a) Contributions on behalf of active nenbers.--The
Commonweal th and ot her enpl oyers whose enpl oyees are nenbers of
the system shall nmake contributions to the fund on behal f of al
active nenbers in such anmounts as shall be certified by the
board as necessary to provide, together with the nenbers' total
accumnul at ed deductions, annuity reserves on account of
prospective annuities other than those provided in section 5708
(relating to supplenmental annuities) in accordance with the
actuarial cost nmethod provided in section 5508(a), (a.l1), (b),
(c), (d) and (f) (relating to actuarial cost nethod).

* x *

Section 11. Section 5508(a) and (b) of Title 71 are anended
and the section is amended by addi ng a subsection to read:

§ 5508. Actuarial cost nethod.
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(a) Enployer contribution rate on behalf of active nenbers

in State service.--The anbunt of the Commpbnweal th and ot her

enpl oyer contributions on behalf of all active nenbers in State

service shall be conputed by the actuary as a percentage of the
total conpensation of all active nmenbers during the period for
whi ch the anobunt is determ ned and shall be so certified by the

[ board] State Enpl oyees' Retirenent Board. The total enployer

contribution rate on behalf of all active nenbers in State

servi ce shall consist of the enpl oyer normal contribution rate,
as defined in subsection (b), and the accrued liability
contribution rate as defined in subsection (c). The total

enpl oyer contribution rate for the Commonweal th and ot her

enpl oyers, except for |ocal governnents, shall be nodified by

t he experience adjustnent factor as cal culated in subsection (f)
but in no case shall it be |less than zero. The total enployer
contribution rate shall be nodified by the experience adj ust nent
factor as calculated in subsection (f), but in no case shall it
be | ess than:

(1) 2% for the fiscal year beginning July 1, 2004,

(2) 3%for the fiscal year beginning July 1, 2005; and

(3) 4% for the fiscal year beginning July 1, 2006.

(a.1) Enployer contribution rate on behalf of active nmenbers

in |l ocal governnent service.--The amount of the | ocal gover nnent

enpl oyer contri butions on behalf of all active menbers in | ocal

gover nnent service shall be computed by the actuary as a

percentage of the total conpensation of all active nmenbers

during the period for which the anmount is determ ned and shal

be so certified by the Local Governnment Police Enpl oyees'

Retirenment Board. The total enpl oyer contribution rate on behal f

of all active nmenbers in | ocal governnent service shall consi st
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of the enpl oyer nornal contribution rate, as defined in

subsection (b) and the accrued liability contribution rate as

defined in subsection (c). The total enpl oyer contribution rate

for | ocal governnents shall be nodified by the experience

adj ustnent factor as calculated in subsection (f) for

anorti zati on paynents begi nning after Decenber 31, 1996, but in

no case shall it be | ess than zero.

(b) Enployer normal contribution [rate] rates.--The enpl oyer

normal contribution [rate] rates shall be determ ned after each
actuarial valuation on the basis of an annual interest rate and
such nortality and other tables as shall be adopted by the

[ board] boards in accordance with generally accepted actuari al

princi ples. The enpl oyer normal contribution [rate] rates shal
be determ ned as a | evel percentage of the conpensation of the
average [new] active nenber, which percentage, if contributed on
the basis of his [prospective] conpensation through his entire
period of active [State] governnent service, would be sufficient
to fund the liability for any [prospective] benefit payable to
him except for the supplenental benefits provided for in
sections 5708 (relating to supplenental annuities), 5708.1
(relating to additional supplenental annuities), 5708.2
(relating to further additional supplenental annuities), 5708.3
(relating to suppl enmental annuities commrencing 1994), 5708.4
(relating to special supplenental postretirenent adjustnent),
5708.5 (relating to suppl enmental annuities comrenci ng 1998),
5708.6 (relating to suppl enmental annuities comrenci ng 2002),
5708.7 (relating to suppl enental annuities comrenci ng 2003) and
5708.8 (relating to special supplenental postretirenent

adj ust rent of 2002), in excess of that portion funded by his

[ prospective] nenber contributions.
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* * %

Section 12. Section 5509 of Title 71 is anmended to read:
8§ 5509. Appropriations and assessnents by the Conmonweal t h.

(a) Annual subm ssion of budget.--The [board] boards shal
prepare and submt annually an item zed budget consisting of the
anounts necessary to be appropriated by the Commonweal th out of
t he General Fund and special operating funds and the anbunts to
be assessed the other enployers required to neet the obligations
accruing during the fiscal period beginning the first day of
July of the follow ng year.

(b) Appropriation and paynent.--The General Assenbly shal
make an appropriation sufficient to provide for the obligations
of the Commonweal th. Such anpbunt shall be paid by the State

Treasurer through the Departnent of Revenue into the [fund]

St at e Enpl oyees' Retirenent Fund in accordance with requisitions

presented by the [board] State Enployees' Retirenent Board. The

contributions by the Commonweal th on behal f of active nenbers
who are officers of the Pennsylvania State Police shall be
charged to the CGeneral Fund and to the Mdtor License Fund in the
same ratios as used to apportion the appropriations for salaries
of menbers of the Pennsylvania State Police. The contributions
by the Conmonweal th on behal f of active nenbers who are
enforcenment officers and investigators of the Pennsyl vania
Li quor Control Board shall be charged to the CGeneral Fund and to
the State Stores Fund.

(c) Contributions fromfunds other than CGeneral Fund.--The

anount s assessed ot her enployers, except for |ocal governnents,

who are required to make the necessary contributions out of
funds other than the General Fund shall be paid by such

enpl oyers into the [fund] State Enployees' Retirenent Fund in
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accordance with requisitions presented by the [board] State

Enpl oyees' Retirenent Board. The General Fund of the

Commonweal th shall not be held liable to appropriate the noneys
required to build up the reserves necessary for the paynent of
benefits to enpl oyees of such other enployers. In case any such
ot her enpl oyer shall fail to provide the noneys necessary for
such purpose, then the service of such nenbers for such period
for which noney is not so provided shall be credited and pickup
contributions with respect to such nenbers shall continue to be
credited to the nenbers' savings account. The annuity to which
such menber is entitled shall be determ ned as actuarially
equi valent to the present value of the maxinumsingle life
annuity of each such nenber reduced by the anmount of enpl oyer
contri butions payable on account and attributable to his
conpensati on during such servi ce.

Section 13. Title 71 is anmended by addi ng sections to read:

8 5510. Paynents by | ocal governnments.

(a) GCeneral rule.--Not |later than 30 days after the end of

the quarter, each | ocal governnent shall nmake paynents to the

Local Governnent Police Enpl oyees' Retirenent Fund each quarter

in an anpunt equal to the percentages, as determn ned under

section 5508 (relating to actuarial cost nethod), applied to the

total conpensation during the pay periods in the precedi ng

quarter of all its enpl oyees who were nenbers of the system

duri ng such peri od.

(b)Y Deduction fromintergovernnental revenue.--To facilitate

t he paynent of anpunts due from any | ocal governnent to the

Local Governnent Police Enpl oyees' Retirenent Fund through the

State Treasurer and to pernit the exchange of credits between

the State Treasurer and any | ocal governnent, the Local
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Governnent Police Enpl oyees' Retirenent Board and the State

Treasurer shall cause to be deducted and paid i nto the Local

Governnent Police Enpl oyees' Retirenent Fund from any npneys due

to any | ocal governnent fromthe Conmpbnweal th such anpunt due to

the Local Governnent Police Enpl oyees' Retirenent Fund adj usted

at the valuation interest rate as certified by the Local

Governnent Poli ce Enpl oyees' Retirenent Board and as renmni ns

unpaid for a period of 90 days on the date such

i ntergovernnental revenue would otherwi se be paid to the | ocal

governnent, and such anpunt shall be credited to the | oca

governnent's account in the Local Governnent Police Enpl oyees'

Retirenment Fund. The General Fund shall not be held liable to

appropri ate the noneys required to build up the reserves

necessary for the paynent of benefits to enpl oyees of such | ocal

governnents.

(c) Exceptions to the deductions from Conmbnweal t h

i nt ergovernnental revenue. --Notw thstandi ng the provisi ons of

subsection (b), deductions shall not be made fromthe foll ow ng

i nt ergovernnental revenues due to a | ocal governnent:

(1) Capital projects under contract in progress.

(2) Moneys received by a | ocal governnent from an agency

of the Commpbnwealth or the Federal Governnent under a

decl aration of a disaster resulting froma catastrophe.

8§ 5511. Enf orcenent of | ocal governnent contri buti ons or

paynents by nmandanmus acti on

(a) Leqgislative finding and decl arati on.--The CGeneral

Assenbly finds and decl ares that any actual or potential failure

by a |l ocal governnment to nmke contri buti ons or paynents

est abl i shed by section 5405 (relating to designati on of cl ass of

service multiplier), 5501 (relating to requl ar nenber
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contri butions for current service), 5502 (relating to Soci al

Security integrati on nenber contri butions), 5503 (relating to

joint coverage nenber contributions), 5503.1 (relating to pickup

contri butions), 5504 (relating to nenber contri butions for the

purchase of credit for previ ous governnent service or to becone

a full coverage nenber), 5505 (relating to contributions for the

purchase of credit for creditable nonstate service), 5505.1

(relating to additi onal nenber contributions), 5507 (relating to

contri butions by the Commobnweal th and ot her enpl oyers), 5508

(relating to actuarial cost nethod), 5509 (relating to

appropri ati ons and assessnents by the Commopbnweal th) or 5510

(relating to paynents by | ocal governnents) threatens serious

infjury to the affected | ocal governnment police enpl oyees, the

system and the Conmmbnwealth itself. By expressly authorizing the

renmedy of mandanus in this section, the General Assenbly intends

to assist all persons with a beneficial or special interest in

the systemin addition to all persons or entities with a speci al

responsibility or duty in relation to the systemin securing

t hat conpli ance.

(b) GCenerally.--1n the event that a | ocal governnent fails

to conply with its duty to pay the full anount of the

contri butions or paynents as specified in Chapter 54 (rel ating

to |l ocal governnent retirement) or this chapter, the failure nmay

be renedied by the instituti on of | egal proceedi ngs for

mandanus. Every | ocal governnent is by this part on notice as to

its duty to make its contri butions or paynents to the system

The provisions of this part shall be deened to be sufficient

denmand to the | ocal governnent for it to conply with its duty,

and the failure by the | ocal governnent to pay the full anpunt

of the contribution or paynent to the system shall be deened to
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be sufficient refusal by the | ocal governnent to conmply with its

duty antecedent to the commencenent of the action. No other

renedy at | aw shall be deened to be sufficiently adequate and

appropriate to bar the commencenent of this action. The system

shall be deened to have been danmged by the failure of the | ocal

governnent to conply with its legal duty to make its

contri bution or paynent to the system and that danmage shall be

deened to be i Mmmedi ate. No i ssuance of nmandanus i n connecti on

with the legal duty of a |l ocal governnent to nake its

contri bution or paynent to the system shall be deened to

threaten the creati on of confusion, disorder or excessive burden

on the | ocal governnent or to threaten a result that is

detrinental to the public interest.

(c) Boards beneficially interested.--The boards are

beneficially interested in the affairs of the system and either

or both shall have standing to institute a | egal proceedi ng for

mandanus as provided in this section.

(d) Scope of renedy.--Any nmandanus under this section shal

conpel the paynent of any delinquent contributi on or paynent to

the systemwith interest at the appli cabl e conmpound rate.

Section 14. Sections 5702(a)(1), 5704(a), (c) and (e),
5705(a), 5706, 5707(c), 5708.1(a) and (f), 5708.2(f), 5708.3(g)
and 5901(a) of Title 71 are anended to read:

§ 5702. Maximumsingle life annuity.

(a) GCeneral rule.--Any full coverage nenber who is eligible
to receive an annuity pursuant to the provisions of section
5308(a) or (b) (relating to eligibility for annuities) who
termnates State service, or if a nmultiple service nenber who is
a school enployee who is an active nenber of the Public School

Enpl oyees' Retirenent System who term nates school service,
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1 before attaining age 70 shall be entitled to receive a maxi mum
2 single life annuity attributable to his credited service and

3 equal to the sumof the following single life annuities

4 beginning at the effective date of retirenent:

5 (1) A standard single life annuity nmultiplied by the sum
6 of the products, determ ned separately for each class of

7 service, obtained by nultiplying the appropriate class of

8 service nultiplier by the ratio of years of service credited
9 in that class to the total credited service. In case the

10 menber on the effective date of retirement is under

11 superannuation age for any service, a reduction factor

12 calcul ated to provide benefits actuarially equivalent to an
13 annuity starting at superannuation age shall be applied to

14 the product determ ned for that service. The class of service
15 mul tiplier for any period of concurrent service shall be

16 mul tiplied by the proportion of total [State] governnent and
17 school conpensation during such period attributable to

18 [State] governnent service. In the event a nmenber has two

19 multipliers for one class of service the class of service
20 multiplier to be used for calculating benefits for that class
21 shall be the average of the two nultipliers weighted by the
22 proportion of conpensation attributable to each multiplier
23 during the three years of highest annual conpensation in that
24 class of service: Provided, That in the case of a nmenber of
25 Class E-1, a portion but not all of whose three years of
26 hi ghest annual judicial conmpensation is prior to January 1,
27 1973, two class of service multipliers shall be cal cul ated on
28 the basis of his entire judicial service, the one applying
29 the judicial class of service nultipliers effective prior to
30 January 1, 1973 and the second applying the class of service
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mul tipliers effective subsequent to January 1, 1973. The

average class of service nultiplier to be used for

cal cul ating benefits for his judicial service shall be the

average of the two calculated nmultipliers weighted by the

proportion of conpensation attributable to each of the
calculated multipliers during the three years of highest
annual conpensation in that class of service.
* x *
§ 5704. Disability annuiti es.

(a) Amount of annuity.--A nenber who has nade application
for a disability annuity and has been found to be eligible in
accordance with the provisions of section 5905(c)(1) (relating
to duties of the [board] boards regardi ng applications and
el ections of nmenbers) shall receive a disability annuity payabl e
fromthe effective date of disability as determ ned by the board
and continued until a subsequent determ nation by the board that
the annuitant is no longer entitled to a disability annuity. The
disability annuity shall be equal to a standard single life
annuity multiplied by the class of service multiplier applicable
to the class of service at the tinme of disability if the product
of such class of service nultiplier and the total nunber of
years of credited service is greater than 16.667, otherw se the
standard single life annuity shall be multiplied by the | esser
of the follow ng rati os:

MY*/Y or 16.667/Y
where Y = nunber of years of credited service, Y* = total years
of credited service if the nenber were to continue as a [ State]
governnent enpl oyee until attaining superannuati on age as

applicable at the time of disability, or if the nmenber has

attai ned superannuati on age, as applicable at the tine of
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di sability, then the nunber of years of credited service and M =
the class of service nultiplier as applicable at the effective
date of disability. A menber of Cass C shall receive, in
addition, any annuity to which he may be eligible under section
5702(a)(3) (relating to maximumsingle life annuity). The nenber
shall be entitled to the election of a joint and survivor
annuity on that portion of the disability annuity to which he is
entitled under section 5702.

* x *

(c) Reduction on account of earned incone.--Subsequent to
January 1, 1972, paynents on account of disability shall be
reduced by that anmount by which the earned incone of the
annuitant, as reported in accordance with section 5908(b)
(relating to rights and duties of annuitants), for the preceding
cal endar year together with the disability annuity paynents
provided in this section other than subsection (b), for the
year, exceeds the product of:

[(i)] (1) the last year's salary of the annuitant
as a [State] governnent enpl oyee; and
[(i1)] (2) the ratio of the current nonthly paynent
to the nonthly paynent at the effective date of
di sability;
Provi ded, That the annuitant shall not receive less than his
menber's annuity or the anount to which he may be entitled under
section 5702 whichever is greater.

* * %

(e) Termnation of [State] governnment service.--Upon
term nation of disability annuity paynents in excess of an
annuity calculated in accordance with section 5702, a disability

annui tant who does not return to [State] governnent service nay
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1 file an application with the board for an anobunt equal to the

2 excess, if any, of the sumof the regular and additi onal

3 accunul ated deductions standing to his credit at the effective

4 date of disability over one-third of the total disability

5 annuity paynents received. |If the annuitant on the date of

6 termnation of service was eligible for an annuity as provided

7 in section 5308(b) (relating to eligibility for annuities), he

8 may file an application with the board for an election of an

9 optional nodification of his annuity.

10 * x *

11 § 5705. Menber's options.

12 (a) GCeneral rule.--Any special vestee who has attained

13 superannuation age, any vestee having five or nore eligibility
14 points, any nmenber with Class G Cass H Class I, Cass J,

15 Cdass K, Cass L, Cass Mor Class N service having five or nore
16 eligibility points or any other eligible nmenber upon term nation
17 of [State] governnent service who has not w thdrawn his total

18 accumul ated deductions as provided in section 5701 (relating to
19 return of total accunul ated deductions) may apply for and el ect
20 to receive either a maximumsingle life annuity, as cal cul ated
21 in accordance with the provisions of section 5702 (relating to
22 maximumsingle life annuity), or a reduced annuity certified by
23 the actuary to be actuarially equivalent to the maxi num single
24 life annuity and in accordance with one of the follow ng
25 options; except that no nenber shall elect an annuity payable to
26 one or nore survivor annuitants other than his spouse or
27 alternate payee of such a magnitude that the present val ue of
28 the annuity payable to himfor life plus any |unp sum paynent he
29 may have elected to receive is |less than 50% of the present

30 value of his maximumsingle life annuity:
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(1) Option 1.--Alife annuity to the nenber with a
guaranteed total paynment equal to the present value of the
maxi mum single life annuity on the effective date of
retirement wwth the provision that, if, at his death, he has
received | ess than such present val ue, the unpaid bal ance
shall be payable to his beneficiary.

(2) Option 2.--Ajoint and survivor annuity payabl e
during the lifetime of the nmenber with the full anpount of
such annuity payable thereafter to his survivor annuitant, if
living at his death.

(3) Option 3.--Ajoint and fifty percent (50% survivor
annuity payable during the lifetime of the nenber with one-
hal f of such annuity payable thereafter to his survivor
annuitant, if living at his death.

(4) Option 4.--Sone other benefit which shall be
certified by the actuary to be actuarially equivalent to the
maxi mum single life annuity, subject to the follow ng
restrictions:

(1) any annuity shall be payable w thout reduction
during the lifetime of the nenber;
(ii) the sumof all annuities payable to the

desi gnat ed survivor annuitants shall not be greater than

one and one-half times the annuity payable to the nenber;

and
(ti1) a portion of the benefit may be payable as a

| unp sum except that such |unp sum paynent shall not

exceed an anmount equal to the total accunul ated
deductions standing to the credit of the nenber. The

bal ance of the present value of the maxinumsingle life

annuity adjusted in accordance with section 5702(b) shal
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be paid in the formof an annuity with a guaranteed total
paynent, a single life annuity, or a joint and survivor
annuity or any conbination thereof but subject to the
restrictions of subparagraphs (i) and (ii) under this
opti on.

* %

8§ 5706. Term nation of annuities.

(a) GCeneral rule.--If the annuitant returns to [ State]
governnent service or enters or has entered school service and
el ects nmultiple service nenbership, any annuity payable to him
under this part shall cease effective upon the date of his
return to [State] governnent service or entering school service
and in the case of an annuity other than a disability annuity
the present value of such annuity, adjusted for full coverage in
the case of a joint coverage nmenber who nmekes the appropriate
back contributions for full coverage, shall be frozen as of the

date such annuity ceases. An annuitant who is credited with an

addi tional 10% of Class A and Cass C service as provided in

forfeit such credited service and shall have his frozen present
val ue adjusted as if his 10%retirenent incentive had not been
applied to his account. In the event that the cost-of-1living

i ncrease enacted Decenber 18, 1979 occurred during the period of
such [State] governnent or school enploynent, the frozen present
val ue shall be increased, on or after the nenber attains
superannuati on age, by the percent applicable had he not
returned to service. This subsection shall not apply in the case

of any annuitant who may render services to the Commonweal th or

a local governnent in the capacity of an independent contractor
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or as a nenber of an independent board or conmi ssion or as a
menber of a departnental adm nistrative or advisory board or
commi ssi on when such nenbers of independent or departnental
boards or comm ssions are conpensated on a per diem basis for
not nore than 150 days per cal endar year or as a nenber of an
i ndependent board or com ssion requiring appoi ntnent by the
Governor, wth advice and consent of the Senate, where the
annual sal ary payable to the nenber does not exceed $35, 000 and
where the nenber has been an annuitant for at |east six nonths
i mredi ately precedi ng the appoi ntnment. Such service shall not be
subj ect to nmenber contributions or be eligible for qualification
as creditable State service.

(a.1) Return to [State] governnent service during
energency. --\Wen, in the judgnment of the enpl oyer, an energency
creates an increase in the work | oad such that there is serious
i mpai rment of service to the public, an annuitant may be
exceed 95 days in any cal endar year without |oss of his annuity.
In conmputing the nunber of days an annuitant has returned to
[ State] governnent service, any anmount of time |ess than one-
hal f of a day shall be counted as one-half of a day. For
agenci es, boards and conm ssions under the Governor's
jurisdiction, the approval of the Governor that an energency
exi sts shall be required before an annuitant may be returned to

(a.2) Return of benefits.--1n the event an annuitant whose
annuity ceases pursuant to this section receives any annuity
paynent, including a |unp sum paynent pursuant to section 5705

(relating to menber's options) on or after the date of his

return to [State] governnent service or entering school service,
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t he annuitant shall return to the board the anmpbunt so received
plus statutory interest. The anount payable shall be certified
in each case by the board in accordance with nethods approved by
the actuary and shall be paid in a lunmp sumw thin 30 days or in
the case of an active nmenber or school enployee who is an active
menber of the Public School Enployees' Retirenment System may be
anortized with statutory interest through salary deductions in
anount s agreed upon by the nenber and the board. The sal ary
deduction anortization plans agreed to by the nmenber and the
board may include a deferral of paynment anmounts and statutory
interest until the term nation of school service or [State]
to allow. The board may limt salary deduction anortization
plans to such terns as the board in its sole discretion
determ nes. In the case of a school enployee who is an active
menber of the Public School Enployees' Retirenent System the
agreed upon sal ary deductions shall be remitted to the Public
School Enpl oyees' Retirenment Board, which shall certify and
transfer to the board the anmounts paid.

(b) Subsequent discontinuance of service.--Upon subsequent
di sconti nuance of service, such nenber other than a forner
annui tant who had the effect of his frozen present val ue
elimnated in accordance with subsection (c) or a forner
disability annuitant shall be entitled to an annuity which is
actuarially equivalent to the sumof the present val ue as
determ ned under subsection (a) and the present value of a
maxi mum single life annuity based on years of service credited
subsequent to reentry in the systemand his final average salary
conputed by reference to his conpensation during his entire

period of [State] governnent and school service.
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(c) Elimnation of the effect of frozen present val ue. --

(1) An annuitant who returns to [State] governnent

period of receipt of an annuity under this part, or an
annui tant who enters school service and:

(i) is amltiple service nenber; or

(ii) who elects nmultiple service nenbership, and
earns three eligibility points by performng credited [ State]
governnent service or credited school service follow ng the
nost recent period of receipt of an annuity under this part,
and who had the present value of his annuity frozen in
accordance with subsection (a), shall qualify to have the
effect of the frozen present value resulting from al
previ ous periods of retirenment elimnated, provided that al
paynents under Option 4 and annuity paynents payabl e during

previ ous periods of retirement plus interest as set forth in

par agraph (3) shall be returned to the fund from which they

were paid in the formof an actuarial adjustnent to his
subsequent benefits or in such formas the board may
ot herwi se direct.

(2) Upon subsequent discontinuance of service and the
filing of an application for an annuity, a former annuitant
who qualifies to have the effect of a frozen present val ue
el imnated under this subsection shall be entitled to receive
t he hi gher of either:

(i) an annuity (prior to optional nodification)

calculated as if the freezing of the fornmer annuitant's

account pursuant to subsection (a) had not occurred,
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as Class AA service as provided for in section 5306(a.1)
(relating to classes of service) and further adjusted
according to paragraph (3), provided that a forner
annuitant of the systemor a forner annuitant of the
Publ i ¢ School Enpl oyees' Retirenent System who retired
under a provision of |law granting additional service
credit if termnation of [State] governnent or school
service or retirenent occurred during a specific period
of tinme shall not be permtted to retain the additional
service credit under the prior |aw when the annuity is
conputed for his nost recent retirenment; or

(i) an annuity (prior to optional nodification)
calculated as if the fornmer annuitant did not qualify to

have the effect of the frozen present val ue eli m nated,

unl ess the fornmer annuitant notifies the board in witing by

the later of the date the application for annuity is filed or

the effective date of retirement that the former annuitant
wi shes to receive the |ower annuity.

(3) In addition to any other adjustnent to the present

val ue of the maximumsingle life annuity that a nenber may be

entitled to receive that occurs as a result of any other
provi sion of law, the present value of the maxi mum single
life annuity shall be reduced by all anounts paid or payable
to himduring all previous periods of retirenment plus
interest on these anmounts until the date of subsequent
retirement. The interest for each year shall be cal cul ated
based upon the annual interest rate adopted for that fiscal
year by the board for the cal culation of the nornal
contribution rate pursuant to section 5508(b) (relating to

actuarial cost nethod).
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§ 5707. Death benefits.

* x *

(c) Disability annuitants eligible for withdrawal annuity.--
In the event of the death of a disability annuitant who has
el ected to receive a maxinumdi sability annuity before he has
received in annuity paynents an anount equal to the present
val ue, on the effective date of disability, of the benefits to
whi ch he woul d have been entitled under subsection (a) had he
died while in [State] governnent service, the balance of such

anount shall be paid to his designated beneficiary.
* x *
§ 5708.1. Additional supplenental annuities.

(a) Benefits.--Commencing with the first nonthly annuity
paynent after July 1, 1984, any eligible benefit recipient shal
be entitled to receive an additional nonthly suppl enental
annuity fromthe [State] Governnent Enpl oyees' Retirenent

System

(f) Funding.--The actuary shall annually certify the anopunt
of appropriations for the next fiscal year needed to fund, over
a period of ten years fromJuly 1, 2002, the additional nonthly
suppl enental annuity provided for in this section. The [board]

State Enpl oyees' Retirenent Board shall submit the actuary's

certification to the Secretary of the Budget on or before
Novenber 1 of each year. If, in any year after 1984, the anount
certified is disapproved under section 610 of the act of Apri
9, 1929 (P.L.177, No.175), known as The Adm ni strative Code of
1929, as insufficient to nmeet the funding requirenents of this
subsection or is not appropriated on or before July 1, the

addi ti onal supplenmental annuity provided for in this section
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shall be suspended until such tine as an anmount certified and
approved as sufficient is appropriated.

* * %

§ 5708.2. Further additional supplenmental annuities.

* x *

(f) Funding.--The actuary shall annually estinmate the anmount
of Conmonweal th appropriations for the next fiscal year needed
to fund, over a period of ten years fromJuly 1, 2002, the
addi tional nonthly supplenental annuity provided for in this

section. The [board] State Enployees' Retirenent Board shal

submt the actuary's estimation to the Secretary of the Budget
on or before Novenber 1 of each year. If, in any year after

1988, the anount estimated is di sapproved under section 610 of
the act of April 9, 1929 (P.L.177, No.175), known as The

Adm ni strative Code of 1929, as insufficient to neet the funding
requi renents of this subsection or is not appropriated on or
before July 1, the additional supplenental annuity provided for
in this section shall be suspended until such tinme as an anount
certified and approved as sufficient is appropri ated.

* * %

8§ 5708.3. Supplenmental annuities comenci ng 1994.

* x *

(g) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Eligible benefit recipient.” A person who is receiving a
superannuation, withdrawal or disability annuity and who
commenced recei pt of that annuity on or prior to June 30, 1992,
but the supplenental annuities shall not be payable to an

annuitant receiving a withdrawal annuity prior to the first day
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of July coincident with or followi ng the annuitant's attai nment
of superannuation age. Notwi thstanding the preceding, the term
"eligible benefit recipient” shall not include those annuitants
who were and currently are credited with an additional 10% of
their Cass A or Cass C service under section 5302(c) (relating
"Years on retirenent.” The nunber of full years as of July
1, 1989, which have el apsed since the eligible benefit recipient
nost recently commenced the receipt of an annuity and duri ng
which the eligible benefit recipient received an annuity.
§ 5901. The State Enpl oyees' Retirenent Board.

(a) Status and nenbership.--The [board] State Enpl oyees'

Retirenment Board shall be an independent adm nistrative board

and consi st of 11 nenbers: the State Treasurer, ex officio, two
Senators, two nenbers of the House of Representatives and siXx
menber s appoi nted by the Governor, one of whom shall be an
annuitant of the system for terns of four years, subject to
confirmation by the Senate. At |east five board nenbers shall be
active nenbers of the system and at |east two shall have ten or
nore years of credited State service. The chairman of the board
shall be designated by the Governor from anong the nenbers of
t he board. Each nenber of the board who is a nenber of the
CGeneral Assenbly may appoint a duly authorized designee to act
in his stead.

* x *

Section 15. Title 71 is anended by adding a section to read:

8§ 5901. 1. Local Governnent Police Enpl oyees' Retirenent Board.

(a) Status and nenbership.--The Local Governnent Police

Enpl oyees' Retirenent Board shall be an i ndependent

adm ni strati ve board and consi st of the foll owi ng nenbers:
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1 (1) Three local governnent officials or enployees.

2 (2) Three active or retired |ocal governnent police

3 enpl oyees.

4 The board shall elect its officers every year at the first board
5 neeting of the year, and the officers may succeed thensel ves.

6 Each nenber of the board nmay fornmally designate one duly

7 authorized designee to act in the nenber's stead.

8 (b) Local governnent officer or enployee nenbers.--

9 (1) Wth the advice and consent of a mpjority of the

10 Senat e under section 207.1 of the act of April 9, 1929

11 (P.L.177, No.175), known as The Administrative Code of 1929,
12 t he Governor shall appoint three nenbers who are |oca

13 governnent officers or enployees, one nomi nated by the

14 Pennsyl vani a League of Cities and Municipalities, one

15 nom nated by the Pennsylvania State Association of Boroughs
16 and one nomi nated by the Pennsylvania State Associ ation of
17 Townshi p_Supervi sors.

18 (2) The nenbers appointed by the Governor under this

19 subsection shall serve terns of three years each and unti
20 their successors are appointed and qualified, except those
21 nenbers initially appointed, one of whomshall serve for one
22 year, one of whom shall serve for two years and one of whom
23 shal |l serve for three years.
24 (c) Local governnent police enpl oyee nenbers. --
25 (1) Wth the advice and consent of a mpjority of the
26 Senat e under section 207.1 of The Admi nistrative Code of
27 1929, the Governor shall appoint three nenbers who are active
28 or retired |ocal governnent police enployees, one nom nated
29 by the Pennsylvania Chiefs of Police Association and two
30 nom nated by the Pennsylvania Fraternal O der of Police.
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(2) The nenbers appoi nted by the Governor under this

subsection shall serve terns of three years each and unti

their successors are appoi nted and qualified, except those

menbers initially appoi nted, one of whom shall serve for one

vear, one of whom shall serve for two years and one of whom

shall serve for three years.

(d) Vacancies.--Vacancies in office shall be filled by the

appoi nting authority for the bal ance of the unexpired term

(e) ©Cath of office.--Each nenber of the board and each

desi gnee shall take an oath of office that he will, so far as it

devol ves upon him diligently and honestly adm ni ster the

affairs of the board and that he will not know ngly violate or

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

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

i ndi vidual taking it and certified by the officer before whomit

is taken and shall be immediately filed in the Ofice of the

Secretary of the Commpnweal t h.

(f) Conpensation and expenses.--The nenbers of the board or

their desi gnees who are active nenbers of the Gover nnent

Enpl oyees' Retirenent System shall serve without conpensati on

but shall not suffer |oss of salary or wages through servi ng on

the board. The nenbers of the board or their desi gnees who are

not active nenbers of the Governnent Enpl oyees' Retirenent

System shall be entitled to receive $100 a day when attendi ng

meeti ngs, and all board nenbers or their desi gnees shall be

rei nbursed for any necessary expenses. Wien the duties of the

board as nandated are not executed, however, no conpensati on or

rei nbursenent for expenses of board nenbers or their desi gnees

shall be paid or payable during the period in which such duties

are not executed.
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(g) Corporate power and | egal advi sor.--For purposes of this

part, the board shall possess the power and privil eges of a

corporation. The Attorney CGeneral of the Commonweal th shall be

the | egal advi sor of the board.

Section 16. Section 5902 of Title 71, anmended Cctober 27,
2006 (P.L.177, No.120), is anended to read:
8 5902. Admnistrative duties of the [board] boards.

(a) Enpl oyees. --

(1) Effective 30 days after the effective date of this
par agr aph, the positions of secretary, assistant secretary
and i nvestnent professional shall be placed under the
uncl assified service provisions of the act of August 5, 1941
(P.L.752, No.286), known as the G vil Service Act, as those
positions are vacated. Al other positions of the [board]
boards shall be placed in either the classified or
uncl assified service according to the definition of the terns
under the Civil Service Act.

(2) Notw thstandi ng any other provisions of |aw, the
conpensati on of investnent professionals shall be established
by the [board] boards. The conpensation of all other officers

and enpl oyees of the [board] boards who are not covered by a
col | ective bargai ning agreenent shall be established by the
[ board] boards consistent with the standards of conpensati on
establ i shed by the Executive Board of the Commonweal t h.
(a.1) Secretary.--The secretary shall act as chi ef

adm nistrative officer for the [board] boards. In addition to

ot her powers and duties conferred upon and del egated to the

secretary by the [board] boards, the secretary shall:

(1) Serve as the admi nistrative agent of the [board]
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1 (2) Serve as liaison between the [board] boards and

2 applicable legislative conmttees, the Treasury Departnent,

3 t he Departnent of the Auditor General, and between the

4 [ board] boards and the investnent counsel and the nortgage

5 supervisor in arranging for investnents to secure nmaxi num

6 returns to the fund.

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

8 | egi sl ati ve devel opnents affecting the system and present

9 findings to the [board] boards, |egislative commttees, and
10 ot her interested groups or individuals.

11 (4) Direct the maintenance of files and records and

12 preparation of periodic reports required for actuari al

13 eval uati on studi es.

14 (5) Receive inquiries and requests for information

15 concerning the systemfromthe press, Commonwealth officials,
16 | ocal governnent officials, State enpl oyees, |ocal governnent
17 police enployees, the general public, research organizations,
18 and officials and organi zations from ot her states, and

19 provi de informati on as authorized by the [board] boards.
20 (6) Supervise a staff of admnistrative, technical, and
21 clerical enployees engaged in record-keeping and cleri cal
22 processing activities in maintaining files of nmenbers,
23 accounting for contributions, processing paynents to
24 annuitants, preparing required reports, and retirenent
25 counsel i ng.
26 (b) Professional personnel.--The [board] boards shal
27 contract for the services of a chief nedical exam ner, an
28 actuary, investnent advisors and counsel ors, and such ot her
29 professional personnel as [it deens] they deem advi sable. The

30 [board] boards may, with the approval of the Attorney General,
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contract for |egal services.

(c) Expenses.--The [board] boards shall, through the
Governor, submt to the CGeneral Assenbly annually a budget
covering the adm nistrative expenses of this part. Such expenses
as approved by the General Assenbly in an appropriation bill
shall be paid frominvestnent earnings of the [fund] funds.
Concurrently with its adm nistrative budget, the [board] boards

shall also submt to the General Assenbly annually a list of

proposed expenditures which the [board intends] boards intend to

pay through the use of directed comm ssions, together with a
list of the actual expenditures fromthe past year actually paid
by the [board] boards through the use of directed comi ssions.
Al'l such directed comm ssion expenditures shall be made by the

[ board] boards for the exclusive benefit of the systemand its
menbers.

(d) Meetings.--[The] Each board shall hold at |east six
regul ar nmeetings annually and such other neetings as it may deem
necessary.

(e) Records.--

(1) [The] Each board shall keep a record of all its
proceedi ngs which shall be open to inspection by the public,
except as otherw se provided in this part or by other |aw

(2) Any record, material or data received, prepared,
used or retained by the board or its enployees, investnent
prof essionals or agents relating to an investnent shall not
constitute a public record subject to public inspection under
the act of June 21, 1957 (P.L.390, No.212), referred to as
the Right-to-Know Law, if, in the reasonabl e judgnent of the

board, the inspection woul d:

(i) in the case of an alternative investnment or
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alternative investnent vehicle, involve the rel ease of
sensitive investnment or financial information relating to
the alternative investnent or alternative investnent
vehi cl e which the fund was able to obtain only upon
agreeing to maintain its confidentiality;

(ii) cause substantial conpetitive harmto the
person from whom sensitive investnent or financial
information relating to the investnment was received; or

(1i1) bhave a substantial detrinental inpact on the
val ue of an investnent to be acquired, held or disposed
of by the fund or woul d cause a breach of the standard of
care or fiduciary duty set forth in this part.

(3) (i) The sensitive investnment or financial

i nformati on excluded frominspection under paragraph
(2)(i), to the extent not otherw se excluded from

i nspection, shall constitute a public record subject to
public inspection under the Ri ght-to-Know Law once the
board is no longer required by its agreenent to maintain
confidentiality.

(i1i) The sensitive investnment or financial
i nformati on excluded frominspection under paragraph
(2)(ii), to the extent not otherw se excluded from
i nspection, shall constitute a public record subject to
public inspection under the Ri ght-to-Know Law once

(A) the inspection no |onger causes substanti al
conpetitive harmto the person from whomthe

i nformati on was received; or

(B) the entity in which the investnment was nmade
is |iquidated;

whi chever is |later.
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(i1i1) The sensitive investnent or financial

i nformati on excluded frominspection under paragraph

(2)(iii), to the extent not otherw se excluded from

i nspection, shall constitute a public record subject to

public inspection under the Ri ght-to-Know Law once

(A) the inspection no |longer has a substanti al
detrinental inpact on the value of an investnent of
the fund and woul d not cause a breach of the standard
of care or fiduciary duty set forth in this part; or

(B) the entity in which the investnment was nade
is |liquidated;

whi chever is later.

(4) Except for the provisions of paragraph (3), nothing
in this subsection shall be construed to designate any
record, material or data received, prepared, used or retained
by the board or its enployees, investnment professionals or
agents relating to an investnent as a public record subject
to public inspection under the R ght-to-Know Law.

(f) Functions.--The [board] boards shall perform such other
functions as are required for the execution of the provisions of
this part.

(g) Performance of departnmental duties.--In the event the
head of the departnent fails to conply with the procedures as
mandated in section 5906 (relating to duties of heads of

departnents), the appropriate board shall perform such duties

and bill the departnent for the cost of sane.

(h) Regul ations and procedures.--The [board] boards shall,

with the advice of the [Attorney] General Counsel and the
actuary, adopt and promul gate rules and regul ations for the

uni form adm ni stration of the system The actuary shall approve
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in witing all computational procedures used in the calcul ation
of contributions and benefits, and the [board] boards shall by
resol uti on adopt such conmputational procedures, prior to their
application by the [board] boards. Such rules, regulations and
conput ati onal procedures as so adopted fromtinme to tinme and as
in force and effect at any tine, together with such tables as
are adopted pursuant to subsection (j) as necessary for the
cal cul ation of annuities and other benefits, shall be as
effective as if fully set forth in this part. Any actuari al
assunption specified in or underlying any such rule, regulation
or conputational procedure and utilized as a basis for
determ ning any benefit shall be applied in a uniform manner.
(i) Data.--The [board] boards shall keep in convenient form
such data as are stipulated by the actuary in order that an
annual actuarial valuation of the various accounts can be
conpleted within six nonths of the close of each cal endar year.
(j) Actuarial investigation and valuation.--The [board]
boards shall have the actuary make an annual val uation of the
various accounts within six nmonths of the close of each cal endar
year. In the year 1975 and in every fifth year thereafter the
board shall have the actuary conduct an actuarial investigation
and eval uation of the system based on data including the
nortality, service, and conpensation experience provided by the
[ board] boards annually during the preceding five years

concerning the nmenbers and beneficiaries. The boards shall have

a separate annual valuation and a separate five-year actuari al

i nvestigation made for each fund by the actuary. The [ board]

boards shall by resolution adopt such tables as are necessary
for the actuarial valuation of the [fund] funds and cal cul ati on

of contributions, annuities and other benefits based on the
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reports and reconmmendations of the actuary. Wthin 30 days of
their adoption, the secretary of [the] each board shall cause
t hose tables which relate to the cal culation of annuities and
ot her benefits to be published in the Pennsylvania Bulletin in
accordance with the provisions of 45 Pa.C.S. 8§ 725(a) (relating
to additional contents of Pennsylvania Bulletin) and, unless
[the] a board specifies therein a |later effective date, such
tabl es shall becone effective on such publication. [The] A board
shall include a report on the significant facts, recomendati ons
and data devel oped in each five-year actuarial investigation and
eval uation of the systemin the annual financial statenent
publ i shed pursuant to the requirenments of subsection (m for the
fiscal year in which such investigation and eval uati on were
concl uded.

(k) Certification of enployer contributions.--The [board]
boards shall, each year in addition to the item zed budget

requi red under section 5509 (relating to appropriations and

assessnments by the Commonweal th), certify to the Commonweal t h,

| ocal governnents and ot her enployers, as a percentage of the

menbers' payroll, the enployers' contributions as determn ned
pursuant to section 5508 (relating to actuarial cost nethod)
necessary for the funding of prospective annuities for active
menbers and the annuities of annuitants and certify the rates
and anounts of the enpl oyers' normal contributions as determ ned
pursuant to section 5508(b), accrued liability contributions as
determ ned pursuant to section 5508(c), supplenental annuities
contribution rate as determ ned pursuant to section 5508(e) and
t he experience adjustnent factor as determ ned pursuant to
section 5508(f), which shall be paid to the [fund] funds and

credited to the appropriate accounts. These certifications shal
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be regarded as final and not subject to nodification by the

Budget Secretary or | ocal governnents.

(1) Menber contributions.--The [board] boards shall cause
all pickup contributions nade on behalf of a nenber to be
credited to the account of the nmenber and credit to his account
any ot her paynent nmade by such menber, including, but not
l[imted to, amounts collected by the Public School Enployees’
Retirement Systemfor the reinstatenent of previous State
service or creditable nonstate service and anmounts paid to
return benefits paid after the date of return to State service
or entering school service representing |unp sum paynents nade
pursuant to section 5705(a)(4)(iii) (relating to nenber's
options) and nmenber's annuity paynents, but not including other
benefits returned pursuant to section 5706(a.2) (relating to

term nation of annuities), and shall pay all such ambunts into

the [fund] funds.

(m Annual financial statenent.--The [board] boards shal
prepare and have published, on or before July 1 of each year, a
financial statenent as of the cal endar year endi ng Decenber 31
of the previous year show ng the condition of the [fund] funds
and the various accounts, including, but not limted to, the
board's accrual and expenditure of directed comm ssions, and
setting forth such other facts, recommendati ons, and data as may
be of use in the advancenent of know edge concerning annuities
and ot her benefits provided by this part. The [board] boards
shall submt said financial statenent to the CGovernor and shal
file copies with the head of each department for the use of the

(n) Independent audit.--The [board] boards shall provide for

an annual audit of the system by an independent certified public
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accountant, which audit shall include the [board' s] boards'
accrual and expenditure of directed conm ssions.

Section 17. Sections 5903, 5904, 5905, 5905.1(b), 5906,
5907(a), (d), (e), (f), (9), (h), (i) and (j), 5908(a), (b) and
(c), 5931 and 5932 of Title 71 are anended to read:

8 5903. Duties of [the board] boards to advise and report to
heads of departnents and nenbers.

(a) Manual of regulations.--The [board] boards shall, wth
t he advice of the Attorney General and the actuary, prepare and
provide, within 90 days of the effective date of this part, or,

in the case of a |l ocal governnent, within 90 days of a | ocal

gover nnent police enpl oyee becom ng a nenber, a manual

i ncorporating rules and regul ati ons consistent with the
provisions of this part to the heads of departnents who shal
make the information contained therein available to the general
menber shi p. The [board] boards shall thereafter advise the heads
of departments within 90 days of any changes in such rules and
regul ati ons due to changes in the law or due to changes in

adm ni strative policies. As soon as practicable after the
conmmi ssi oner's announcenent with respect thereto, [the] a board
shall al so advise the heads of departnents as to any cost-of -
living adjustment for the succeeding cal endar year in the anmount
of the limtation under IRC 8 401(a)(17) and the dollar anmounts
of the limtations under IRC § 415(b). As soon as practicable
after January 1 of each year, the [board] boards shall also

advi se the heads of departnents of the enpl oyees for whom
pursuant to section 5502.1 (relating to waiver of regular nenber
contributions and Social Security integration nmenber

contributions), pickup contributions are not to be nade.

(b) Menber status statenents and certifications.--The
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[ board] boards shall furnish annually to the head of each
departnment on or before April 1, a statenment for each nenber

enpl oyed in such departnent showi ng the total accumnul ated
deductions standing to his credit as of Decenber 31 of the

previ ous year and requesting the nmenber to make any necessary
corrections or revisions regarding his designated beneficiary.
In addition, for each nenber enployed in any departnent and for
whom t he departnent has furnished the necessary information, the
[ board] boards shall certify the nunber of years and fractional
part of a year of credited service attributable to each class of
service, the nunber of years and fractional part of a year
attributable to social security integration credits in each

cl ass of service and, in the case of a nenber eligible to
receive an annuity, the benefit to which he is entitled upon the
attai nment of superannuation age.

(c) Purchase of credit and full coverage nenbership
certifications.--Upon recei pt of an application froman active
menber or eligible school enployee to purchase credit for
previous [State] governnent or creditable nonstate service, or

an election to becone a full coverage nenber, the appropriate

board shall determ ne and certify to the nmenber the anount
required to be paid by the nenber. Wen necessary, the

appropriate board shall certify to the previous enpl oyer the

anount due in accordance with sections 5504 (relating to nmenber
contributions for the purchase of credit for previous [State]
governnent service or to becone a full coverage nenber) and 5505
(relating to contributions for the purchase of credit for
credi tabl e nonstate service).

(d) Transfer fromjoint coverage nenbership

certifications.--Upon receipt of an application froma joint
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coverage nmenber who el ects to becone a full coverage nenber, the

appropriate board shall certify to the nmenber the effective date

of such transfer and the prospective rate for regular and
addi ti onal nenber contributions.
(e) Former county enpl oyees.--Upon recei pt of an el ection by

pursuant to 42 Pa.C. S. 8 1905 (relating to county-level court

service, the appropriate board shall certify to the nenber the

amount of service so converted and the class at which such
service is credited.

(f) Former school enployees.--Upon receipt of an el ection by
a fornmer enployee of the Departnent of Education transferred to
t he Departnent of Corrections pursuant to section 908-B of the
act of April 9, 1929 (P.L.177, No.1l75), known as The

Admi ni strati ve Code of 1929, to convert school service to

[ State] governnent service, the appropriate board shall certify
to the nmenber the ampbunt of service so converted and the class
at whi ch such service is credited.

§ 5904. Duties of [the board] boards to report to the Public

School Enpl oyees' Retirenment Board.

school enpl oyee and who has el ected multiple service nmenbership,

the appropriate board shall advise the Public School Enpl oyees’

Retirement Board accordingly.
(b) Multiple service nenbership of school enpl oyees. --Upon
recei pt of notification fromthe Public School Enpl oyees’

Retirenment Board that a former [State] governnent enpl oyee has
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beconme an active nmenber in the Public School Enpl oyees’
Retirement System and has elected to receive credit for multiple

service, the appropriate board shall certify to the Public

School Enpl oyees' Retirenent Board and concurrently to the
menber :

(1) the total credited service in the systemand the
nunber of years and fractional part of a year of service
credited in each class of service;

(2) the annual conpensation received each cal endar year
by the nenber for credited State service;

(3) the social security integration credited service to
whi ch the nmenber is entitled and the average noncovered
sal ary upon which the single life annuity attributable to
such service will be conputed; and

(4) the amount of the deductions and the period over
which they are to be made if the nenber has el ected payrol
deductions pursuant to section 5504 (relating to nenber
contributions for the purchase of credit for previous [State]
governnent service or to becone a full coverage nenber) or
5505 (relating to contributions for the purchase of credit
for creditable nonstate service).

(c) Applications for benefits for school enployees.--Upon
recei pt of notification and the required data fromthe Public
School Enpl oyees' Retirenment Board that a forner [ State]

a public school enployees' retirement benefit or, in the event
of his death, his legally constituted representative has applied

for such benefit, the appropriate board shall:

(1) certify to the Public School Enployees' Retirenent

Boar d;
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(i) the salary history as a nenber of the [State]
Gover nment Enpl oyees' Retirenment System and the final

average salary as cal culated on the basis of the
enpl oyee; and
(ii) the annuity or benefit to which the nenber or

his beneficiary is entitled as nodified according to the

option sel ected; and

(2) transfer to the Public School Enployees' Retirenent
Fund the total accumul ated deductions standing to such
menber's credit and the actuarial reserve required on account
system final average salary determ ned on the basis of his
conpensation in both systenms and the average noncovered
salary to be charged to the State accumul ati on account, the
State Police benefit account or the enforcenent officers'
benefit account, as each case may require.

(d) Election to convert school service to State service.--

Upon recei pt of an election by a fornmer enpl oyee of the
Depart ment of Education to convert school service to State
service pursuant to section 5303.2 (relating to election to
convert school service to State service), the board shal
certify the information necessary for the Public School

Enpl oyees' Retirenment Systemto transfer the funds and credit
required to the board.

8§ 5905. Duties of [the board] boards regarding applications and

el ecti ons of menbers.

(a) Statenent to new nenbers.--As soon as practicable after

each nenber shall have becone an active nenber in the system

the appropriate board shall issue to the nenber a statenent
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certifying his class of service, his nmenber contribution rate,
and the aggregate length of total previous [State] governnent
service and creditable nonstate service for which he may receive
credit.

(b) School enpl oyees electing nultiple service status.--Upon
recei pt of notification fromthe Public School Enpl oyees’
Retirement Board that a fornmer [State] governnent enpl oyee has
become an active nmenber in the Public School Enpl oyees’
Retirement System and has el ected to beconme a nenber with

mul ti ple service status the appropriate board shall:

(1) in case of a nenber receiving an annuity fromthe
system

(i) discontinue paynents, transfer the present val ue
of the menber's annuity at the time of entering school
service, plus the anbunt withdrawn in a | unp sum paynent,
on or after the date of entering school service, pursuant
to section 5705 (relating to nmenber's options), wth
statutory interest to date of transfer, mnus the anmount

to be returned to the appropriate board on account of

return to service, that the appropri ate board has

determined is to be credited in the nenbers' savings
account, fromthe annuity reserve account to the nenbers’
savi ngs account and resune crediting of statutory
interest on the anmount restored to his credit;

(i1i) transfer the balance of the present val ue of
the total annuity, mnus the anbunt to be returned to the

appropri ate board on account of return to service that

the appropriate board has determined is to be credited in

the State accumul ati on account, fromthe annuity reserve

account to the State accunul ati on account; and
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(ti1) certify to the nenber the amount of |unp sum
and annuity paynments with statutory interest the nenber

is toreturn to the appropri ate board and, of those

amounts, which anmount shall be credited to the nenbers’

savi ngs account and credited with statutory interest as

such paynents are returned and whi ch anount shall be

credited to the State accumul ati on account; or

(2) in case of a nenber who is not receiving an annuity
and has not withdrawn his total accunul ated deducti ons,
continue or resune the crediting of statutory interest on his
total accunul at ed deductions during the period his total
accunul at ed deductions remain in the fund; or

(3) in case of a fornmer [State] governnent enpl oyee who
is not receiving an annuity fromthe systemand his total
accumnul at ed deductions were withdrawn, certify to the fornmer
[ State] governnent enployee the accunul ated deducti ons as
t hey woul d have been at the tine of his separation had he
been a full coverage nenber together with statutory interest
for all periods of subsequent [State] governnent and school
service to the date of repaynent. Such anmount shall be
restored by himand shall be credited with statutory interest

as such paynents are restored.

(c) Disability annuities.--1n every case where the

appropriate board has received an application duly executed by

t he nmenber or by a person legally authorized to act in his

behal f for a disability annuity based upon the nenber's physical

or

mental incapacity for the performance of the job for which he

is enployed, with or without a supplenment for a service-

connected disability, taking into account rel evant decisions by

The Pennsyl vani a Wr knen's Conpensati on Board, the board shall:
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(1) through the nedi cal exam ner, have the application
and any supporting nedical records and ot her docunentation
submtted with the application reviewed and on the basis of
said review, and the subsequent recommendati on by the nedi cal
exam ner regarding the applicant's medical qualification for
a disability annuity along with such ot her reconmendati ons
whi ch he may nake with respect to the pernanency of
di sability or the need for subsequent reviews, nake a finding
of disability and whether or not the disability is service
connected or nondisability and in the case of disability
establish an effective date of disability and the terns and
condi tions regardi ng subsequent revi ews;

(2) upon the recommendation of the nedical exam ner on
the basis of a review of subsequent nedical reports submtted
with an application for continuance of disability, make a
finding of continued disability and whether or not the
di sability continues to be service connected, or a finding of
nondi sability; and in the case of a finding that the
disability is no |longer service connected, discontinue any
suppl enental paynments on account of such service connected
disability as of the date of the finding; and in the case of
a finding of nondisability establish the date of term nation
of disability and at that tinme discontinue any annuity
paynents in excess of an annuity cal cul ated in accordance
with section 5702 (relating to maximnumsingle life annuity);
and

(3) upon receipt of a witten statenent froma
di sability annuitant of his earned inconme of the previous
quarter, adjust the paynents of the disability annuity for

the follow ng quarter in accordance with the provisions of
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section 5704(c) (relating to disability annuities).
(c.1) Termnation of service.--1n the case of any nenber
annuity and who is not then a disability annuitant, the

appropriate board shall advise such nenber in witing of any

benefits to which he may be entitled under the provisions of

this part and shall have the nmenber prepare, on or before the
date of termnation of [State] governnent service, one of the
following three forns, a copy of which shall be given to the

menber and the original of which shall be filed with the

appropri ate board:

(1) an application for the return of total accunul ated

deducti ons;

(2) an election to vest his retirenent rights and, if he

is a joint coverage nenber and so desires, elect to becone a
full coverage menber and agree to pay within 30 days of the
date of term nation of service the lunp sumrequired; or

(3) an application for an i Mmedi ate annuity and, if he
desires:

(1) if he is a State enployee, an election to

convert his nedical, major nedical and hospitalization
i nsurance coverage to the plan for State annuitants; and
(i) if heis a joint coverage nmenber, an election

to beconme a full coverage nenber and an agreenent to pay

wi thin 30 days of date of term nation of service the |unp

sum requi red.

(e) Certification to vestees and speci al vestees termi nating

service.--The appropriate board shall certify to a vestee or to

a special vestee within one year of term nation of [State]

20070S0596B1759 - 119 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) the total accumnul ated deductions standing to his
credit at the date of term nation of service;

(2) the nunber of years and fractional part of a year of
credit in each class of service; and

(3) the maximumsingle life annuity to which the vestee
or special vestee shall becone entitled upon the attai nment
of superannuation age and the filing of an application for
such annuity.
(e.1) Notification to vestees and special vestees

appr oachi ng superannuati on age.--The appropri ate board shal

notify each vestee and special vestee in witing 90 days prior
to his attai nment of superannuation age that he shall apply for
his annuity within 90 days of attainnent of superannuation age;
that, if he does so apply, his effective date of retirement wll
be the date of attainment of superannuation age; that, if he
does not so apply but defers his application to a |ater date,
his effective date of retirement will be the date of filing such
application or the date specified on the application, whichever
is later; and that, if he does not file an application within
seven years after attaining superannuati on age, he shall be
deenmed to have elected to receive his total accunul ated
deducti ons upon attai nment of superannuation age.

(f) Initial annuity paynment and certification.--The

appropriate board shall make the first nonthly paynent to a

menber who is eligible for an annuity within 60 days of the
filing of his application for an annuity or, in the case of a
vestee or special vestee who has deferred the filing of his
application to a date later than 90 days foll ow ng attai nment of
superannuation age, within 60 days of the effective date of

retirement, and receipt of the required data fromthe head of
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the departnent and, if the nmenber has Class G Class H, Cass |
Cass J, Cass K, CQass L, CQass Mor Class N service, any data
required fromthe county retirenent systemor pension plan to
whi ch the menber was a contributor before being a State

enpl oyee. Concurrently, the board shall certify to such nenber:

(1) the total accumul ated deductions standing to his
credit showi ng separately the amount contributed by the
menber, the pickup contribution and the interest credited to
the date of term nation of service;

(2) the nunber of years and fractional part of a year
credited in each class of service;

(3) the final average salary on which his annuity is
based as well as any applicable reduction factors due to age
and/ or election of an option; and

(4) the total annuity payabl e under the option el ected
and the amobunt and effective date of any future reduction
under section 5703 (relating to reduction of annuities on
account of social security ol d-age insurance benefits).

(g) Death benefits.--Upon receipt of notification fromthe
head of a departnent of the death of an active nenber or a

menber on | eave w thout pay, the appropriate board shall advise

t he desi gnated beneficiary of the benefits to which he is
entitled, and shall nmake the first paynent to the beneficiary
wi thin 60 days of receipt of certification of death and ot her
necessary data. If no beneficiary designation is in effect at
the date of the nenber's death or no notice has been filed with
the board to pay the amount of the benefits to the nenber's
estate, the board is authorized to pay the benefits to the
executor, adm nistrator, surviving spouse or next of kin of the

deceased nenber, and paynent pursuant hereto shall fully
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di scharge the fund fromany further liability to nake paynent of
such benefits to any other person. |If the surviving spouse or
next of kin of the deceased nenber cannot be found for the
pur pose of paying the benefits for a period of seven years from
the date of death of the menber, then the benefits shall be
escheated to the Commonweal th for the benefit of the fund.

(h) Medical insurance coverage.--Upon receipt of the
el ection by an eligible nmenber to convert his nedical, major
medi cal , and hospitalization insurance coverage to the plan for

State annuitants, the [board] State Enployees' Retirenent Board

shall notify the insurance carrier of such election and shal
deduct the appropriate annual charges in equal nonthly

install ments. Such deductions shall be transmtted to the
designated fiscal officer of the Commonweal th having
jurisdiction over the paynment of such group charges on behal f of

t he annuit ant.

(1) Joint coverage annuitants.--The [board] State Enployees’

Retirenment Board shall notify in witing each joint coverage

annuitant who retired prior to July 1, 1962 that he may el ect
any time prior to July 1, 1974 to receive his annuity w thout
reduction attributable to social security coverage upon paynent
in a lunp sum of the anmobunt which shall be certified by the
board within 60 days of such el ection. Upon receipt of such
paynent the board shall reconpute the annuity payable to such
annuitant and the annuity and/or lunp sum if any, payable upon
his death to his beneficiary or survivor annuitant as though he
had been a full coverage nenber on the effective date of
retirement. Such reconputed annuity shall be paid beginning with
t he second nonthly paynment next following the nmonth in which the

| unp sum paynment is received.
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(j) [State] Governnent enployees electing multiple service
status.--Upon recei pt of notification fromthe Public Schoo
Enpl oyees' Retirenment Board that a nenber who has el ected

mul ti pl e service nmenbership has elected to restore school

1
2
3
4
5 service or purchase creditabl e nonschool service in the Public
6 School Enpl oyees' Retirenent Systemor is obligated to return
7 benefits to the Public School Enployees' Retirenment Board on

8 account of electing nultiple service nmenbership has elected to
9 pay all or part of the anbunt due to the Public School

10 Enpl oyees' Retirenment Board by sal ary deductions, the

11 appropriate board shall collect fromthe enpl oyee the anounts

12 certified by the Public School Enployees' Retirenent Board as
13 due and owi ng by the nenber and certify and transfer to the
14 Public School Enpl oyees' Retirenent Board the amounts so

15 coll ect ed.

16 8§ 5905.1. Installnment paynents of accumnul ated deducti ons.
17 * * %
18 (b) Paynment of first installnent.--The paynent of the first

19 installnent shall be made in the amount and within seven days of

20 the date specified by the nenber, except as foll ows:

21 (1) Upon receipt of a nmenber's application to wthdraw
22 his total accunul ated deductions as provided in section

23 5311(a) or 5701 and upon receipt of all required data from
24 the head of the departnment and, if the nenber has Cass G

25 Class H Cdass I, Cass J, Cass K, Cass L, Cass Mor Cass
26 N service, any data required fromthe county retirenent

27 system or pension plan to which the nmenber was a contri butor
28 before being transferred to State enpl oynent, the appropriate
29 board shall not be required to pay the first install nment

30 prior to 45 days after the filing of the application and the
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recei pt of the data or the date of term nation of service,
whi chever is |ater.

(2) In the case of an election as provided in section
5705(a)(4)(iii) by a nenber termnating service within 60
days prior to the end of a cal endar year and upon receipt of
all required data fromthe head of the departnent and, if the
menber has Class G Cass H Class |, Cass J, Cass K dass
L, Cass Mor Class N service, any data required fromthe
county retirement system or pension plan to which the nenber
was a contributor before being transferred to State

enpl oynment, the appropriate board shall not be required to

pay the first installnment prior to 21 days after the later of
the filing of the application and the receipt of the data or
the date of term nation of service, but, unless otherw se
directed by the nenber, the paynment shall be nade no | ater
than 45 days after the filing of the application and the
recei pt of the data or the date of term nation of service,
whi chever is |ater.

(3) In the case of an election as provided in section
5705(a)(4)(iii) by a nenber who is not term nating service
within 60 days prior to the end of a cal endar year and upon
receipt of all required data fromthe head of the departnment
and, if the nenber has Class G Cass H Cass I, dass J,
Cass K, Cass L, CQass Mor Class N service, any data
required fromthe county retirenent systemor pension plan to
whi ch the nmenber was a contributor before being transferred

to State enploynent, the appropriate board shall not be

required to pay the first installnment prior to 45 days after
the filing of the application and the receipt of the data or

the date of term nation of service, whichever is |later.
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* * %

8§ 5906. Duties of heads of departnents.
(a) Status of nmenbers.--The head of departnment shall, at the

end of each pay period, notify the appropriate board in a manner

prescri bed by the board of salary changes effective during that
period for any nmenbers of the departnent, the date of al
removal s fromthe payroll, and the type of |eave of any nenbers
of the departnment who have been renoved fromthe payroll for any
time during that period, and:

(1) if the renoval is due to |eave w thout pay, he shal
furnish the board with the date of begi nning | eave and the
date of return to service, and the reason for |eave; or

(2) if the renoval is due to a transfer to another
departnent, he shall furnish such departnent and the board
with a conplete [State] governnent service record, including

past [State] governnent service in other departnents or
agencies, or creditable nonstate service; or

(3) if the renoval is due to termi nation of [State]
governnent service, he shall furnish the board with a

conplete [State] governnent service record, including service
in other departnments or agencies, or creditable nonstate
service and;
(i) in the case of death of the nenber the head of
t he departnent shall so notify the board;
(1i) in the case of a service connected disability
t he head of departnent shall, to the best of his ability,
i nvestigate the circunstances surroundi ng the di sabl enent
of the menber and submt in witing to the board

i nformati on which shall include but not necessarily be

limted to the follow ng: date, place and tine of
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di sabl ement to the extent ascertainable; nature of duties
bei ng performed at such time; and whether or not the
duties being performed were authorized and included anong
the nenber's regular duties. In addition, the head of
department shall furnish in witing to the board all such
other information as may be related to the nenber's

di sabl ement ;

(tit) in the case of a nenber term nating from The
Pennsyl vania State University who is a nenber of the
systemwi th five or nore but less than ten eligibility
poi nts and who has term nated State service on June 30,
1997, because of the transfer of his job position or
duties to a controlled organization of the Penn State
CGei singer Health System or because of the elimnation of
his job position or duties due to the transfer of other
job positions or duties to a controlled organi zati on of
the Penn State Ceisinger Health System the head of the
departnent shall so certify to the board.

(b) Records and information.--At any tine at the request of

the appropriate board and at term nati on of service of a nenber,

t he head of department shall furnish service and conpensation
records and such other information as the board may require and
shall maintain and preserve such records as the board nmay direct
for the expeditious discharge of its duties.

(c) Menber contributions.--The head of departnent shal
cause the required pickup contributions for current service to
be made and shall cause to be deducted any other required nenber
contributions, including, but not limted to, contributions owed
by an active nmenber with nultiple service nenbership for school

service and creditabl e nonschool service in the Public School
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Enpl oyees' Retirement System and anounts certified by the Public
School Enpl oyees' Retirenment Board as due and owi ng on account
of term nation of annuities, fromeach payroll. The head of

departnment shall notify the appropriate board at tinmes and in a

manner prescribed by the board of the conpensation of any
nonel i gi bl e menber to whomthe limtation under 1RC 8§ 401(a)(17)
either applies or is expected to apply and shall cause such
menber's contributions deducted frompayroll to cease at the
[imtation under IRC 8§ 401(a)(17) on the payroll date if and
when such Iimt shall be reached. The head of departnent shal
certify to the State Treasurer the anpbunts picked up and
deducted and shall send the total anmount picked up and deducted
together with a duplicate of such voucher to the secretary of

the [board] appropriate board every quarter when the enployer is

a |l ocal governnent and every pay period when the enployer is not

a |l ocal governnent. The head of departnent shall pay pickup

contributions fromthe sane source of funds which is used to pay
ot her conpensation to the enployee. On or before January 31,
1997, and on or before January 31 of each year thereafter, the
head of departnent shall, at the tinme when the incone and

wi t hhol ding information required by law is furnished to each
menber, also furnish the anmount of pickup contributions made on

his behalf and notify the appropriate board, if it has not been

previously notified, of any noneligible nenber whose
conpensation in the precedi ng year exceeded the annual
conpensation limt under IRC 8 401(a)(17). If [the] a board
shall determ ne that the nenber's savings account shall have
been credited with pickup contributions for a noneligible nenber
in the preceding year which are attributable to conpensation in

excess of the limtation under IRC § 401(a)(17), or with total
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menber contributions for such nmenber which woul d cause such
menber's contributions or benefits to exceed any applicable
l[imtation under IRC 8§ 401(a)(17) or 415(b), the board shall as
soon as practicable refund to the nenber from his individual
menber account such anmount, together with the statutory interest
thereon, as will cause the nenber's total nenber contributions
in the preceding year not to exceed the applicable |imt. The
paynment of any such refund to the nenber shall be charged to the
menber' s savi ngs account.

(d) New enpl oyees subject to mandat ory nenbership.--Upon the
whose nenbership in the systemis mandatory, the head of
departnment shall cause an application for nmenbership and a
nom nati on of beneficiary to be made by such enpl oyee and fil ed

with the appropriate board and shall nake pickup contributions

(e) New enpl oyees subject to optional nenbership.--The head
of departnment shall, upon the enploynent or entering into office
systemis not mandatory, inform such enpl oyee of his opportunity
to beconme a nenber of the system If such enpl oyee so el ects,

t he head of departnent shall cause an application for nenbership
and a nom nation of beneficiary to be nade by himand filed with
the board and shall cause proper contributions to be nmade from
the effective date of nenbership.

(e.1) Former county-level judicial enployees transferred to
forth in subsections (d) and (e), the Court Adm nistrator of
Pennsyl vani a, upon the transfer of county enpl oyees to [ State]

gover nnent enpl oynment pursuant to 42 Pa.C. S. 8§ 1905 (relating to
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county-level court adm nistrators), shall advise such
transferred county enpl oyees of their opportunity to elect to
accordance with section 5303.1 (relating to election to convert
county service to State service), and, if such enpl oyee so

el ects, the Court Adm nistrator of Pennsylvania shall cause an

election to be made and filed with the appropriate board w thin

90 days after the transfer to State enpl oynent.

(g) Former school enployee contributors.--The head of
departnent shall, upon the enploynent of a former contributor to
t he Public School Enployees' Retirenment System who is not an
annui tant of the Public School Enployees' Retirenment System
advi se such enpl oyee of his right to elect within 365 days of
entry into the systemto becone a nultiple service nenber, and
in the case of any such enpl oyee who so el ects and has w t hdrawn
hi s accumnul ated deductions, require himto reinstate his credit
in the Public School Enployees' Retirenent System The head of

t he departnent shall advise the appropriate board of such

el ecti on.

(h) Former school enployee annuitants.--The head of
departnment shall, upon the enploynent of an annuitant of the
Publ i ¢ School Enpl oyees' Retirenent System who applies for
menbership in the system advise such enpl oyee that he may el ect
mul ti pl e service nmenbership within 365 days of entry into the
systemand if he so elects his public school enployee's annuity
will be discontinued effective upon the date of his return to

[ State] governnent service and, upon termination of [State]

governnent service and application for an annuity, the annuity
will be adjusted in accordance with section 5706 (relating to

term nation of annuities). The head of departnment shall advise
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1 the appropriate board of such el ection.

2 (1) Annual statement to nenbers.--Annually, upon receipt

3 fromthe appropriate board, the head of departnent shall furnish
4 to each nenber the statenent specified in section 5903(b)

5 (relating to duties of [the board] boards to advise and report
6 to heads of departnents and nenbers).

7 (j) Termnation of service.--The head of departnment shall,
8 in the case of any nmenber termnating [State] governnent service
9 who is ineligible for an annuity before attai nnent of

10 superannuation age, advise such nmenber in witing of any

11 benefits to which he may be entitled under the provisions of

12 this part and shall have the nenber prepare, on or before the
13 date of termnation of [State] governnent service, an

14 application for the return of total accunul ated deductions or,
15 on or before Septenber 30, 1997, an application to be vested as
16 a special vestee, if eligible.

17 (k) Date of application for benefits.--Any application

18 properly executed and filed under subsection (j) with the

19 departnment and not filed with the appropriate board within 30
20 days shall be deened to have been filed with the board on the
21 date filed with the departnent and in such case all required
22 data shall be furnished to the board i medi ately.
23 § 5907. Rights and duties of State enployees and nenbers.
24 (a) Information on new enpl oyees. --Upon his assunption of
25 duties each new [ State] governnent enpl oyee shall furnish the
26 head of departnment with a conplete record of his previous
27 [State] governnent service, his school service or creditable
28 nonstate service, and proof of his date of birth and current
29 status in the systemand in the Public School Enpl oyees’

30 Retirenent System WIIful failure to provide the information
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required by this subsection to the extent avail abl e upon
entrance into the systemshall result in the forfeiture of the
right of the menmber to subsequently assert any right to benefits
based on any of the required information which he failed to

provide. In any case in which the appropriate board finds that a

menber is receiving an annuity based on false information, the
total amount received predicated on such fal se i nfornmation
together with statutory interest doubled and conpounded shall be
deducted fromthe present value of any remaining benefits to
whi ch the nmenber is legally entitled.

* %k

(d) Credit for previous service or change in nenbership
status.--Any active nenber or eligible school enployee who
desires to receive credit for his total previous [State]

entitled, or a joint coverage nenber who desires to becone a

full coverage nmenber, shall so notify the appropriate board and

upon witten agreenent by the nmenber and the appropriate board

as to the manner of paynent of the anount due, the nenber shal
receive credit for such service as of the date of such
agr eement .

(e) Beneficiary for death benefits.--Every nenber shal
nom nate a beneficiary by witten designation filed with the

appropriate board as provided in section 5906(d) or (e)

(relating to duties of heads of departnents) to receive the
deat h benefit payabl e under section 5707 (relating to death
benefits) or the benefit payabl e under the provisions of Option
1 of section 5705(a)(1) (relating to nenber's options). Such
nom nati on may be changed at any tinme by the nenber by witten

designation filed with the board. A nenber may al so nom nate a
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contingent beneficiary or beneficiaries to receive the death
benefit provided under section 5707 or the benefit payabl e under
the provisions of Option 1 of section 5705(a)(1).

(f) Termnation of service.--Each nenber who term nates
annui tant shall execute on or before the date of term nation of
service the appropriate application, duly attested by the nenber
or his legally constituted representative, electing to:

(1) wthdraw his total accumul ated deductions; or

(2) wvest his retirenent rights; and if he is a joint
coverage nmenber, and so desires, elect to becone a ful
coverage nmenber and agree to pay within 30 days of the date
of term nation of service the lunp sumrequired; or

(3) receive an imediate annuity and may,

(1) if eligible, elect to convert his nedical, major
nmedi cal , and hospitalization coverage to the plan for
State annuitants; and

(i) if heis a joint coverage nmenber, elect to
become a full coverage nmenber and agree to pay within 30
days of date of term nation of service the |unp sum
required.

(g) Vesting of retirenment rights.--If a nmenber elects to
vest his retirenent rights he shall nom nate a beneficiary by

witten designation filed with the appropriate board and he may

anytine thereafter, withdraw the total accunul ated deducti ons
standing to his credit or apply for an annuity.

(h) Vestees and special vestees attaining superannuation
age. --Upon attai nment of superannuation age a vestee or speci al
vestee shall execute and file an application for an annuity. Any

such application filed within 90 days after attaining
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superannuati on age shall be effective as of the date of
attai nment of superannuation age. Any application filed after

such period shall be effective as of the date it is filed with

the appropriate board, subject to the provisions of section
5905(f) (relating to duties of [the board] boards regarding
applications and el ections of nenbers). If a vestee or special
vestee does not file an application within seven years after
attai ning superannuati on age, he shall be deened to have el ected
to receive his total accumul ated deducti ons upon attai nment of
super annuati on age.

(1) Failure to apply for annuity.--If a nmenber is eligible
to receive an annuity and does not file a proper application
wi thin 90 days of term nation of service, his annuity wll

becone effective as of the date the application is filed with

the appropriate board or the date designated on the application

whi chever is later.

(j) Nom nation of beneficiary or survivor annuitant.--A
menber who is eligible and el ects to receive a reduced annuity
under Option 1, 2, 3, or 4, shall nom nate a beneficiary or a
survivor annuitant, as the case nay be, by witten designation

filed with the appropriate board at the tine of his retirenent.

A menber who has elected Option 1 may change his designated
beneficiary at any tinme. A nenber having designated a survivor
annuitant at the tinme of retirement shall not be permtted to
nom nate a new survivor annuitant unless such survivor annuitant
predeceases himor unless the nenber is awarded a di vorce or
beconmes marri ed subsequent to the election of the option. In
such cases, the annuitant shall have the right to reelect an
option and to nom nate a beneficiary or a new survivor annuitant

and to have his annuity reconputed to be actuarially equival ent
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as of the date of reconmputation to the annuity in effect
i medi ately prior to the reconputation. In no other case shall a
benefit plan be changed by an annuitant.

* %

8§ 5908. Rights and duties of annuitants.

(a) Election by joint coverage annuitants.--Any annuitant
who is a joint coverage nenber who was receiving an annuity
prior to July 1, 1962, may elect to receive his annuity w thout
reducti on on account of social security ol d-age insurance
benefits: Provided, That he shall file such election with the

[ board] State Enpl oyees' Retirenent Board prior to July 1, 1974

and shall nmake a |l unp sum paynent within 60 days of receipt of
the certification of the anmount due.

(b) Periodic earnings statenments by disability annuitants.--
It shall be the duty of an annuitant receiving a disability
annuity prior to the attainnent of superannuation age to furnish
a witten statement within 30 days of the close of each cal endar
year of all earned income during that year and infornmation
showi ng whether or not he is able to engage in a gainful
occupation and such other information as may be required by the

appropriate board. On failure, neglect, or refusal to furnish

such information for the period of the preceding year, the board
may refuse to make further paynents due to disability to such
annui tant until he has furnished such information to the
satisfaction of the board. Should such refusal continue for six
nmonths, all of his rights to the disability annuity paynents in
excess of any annuity to which he is otherwise entitled shall be
forfeited fromthe date of his last witten statenent to the
board. Any noneys received in excess of those to which he was

entitled shall be deducted fromthe present value of the annuity
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to which he is otherw se entitled.

(c) Medical exam nations of disability annuitants.--Should
any disability annuitant refuse to submt to a nedical
exam nation by a physician or physicians at the request of the

appropriate board, his paynments due to disability shall be

di scontinued until the wthdrawal of such refusal. Should such
refusal continue for a period of six nonths, all of his rights
to the disability annuity paynments in excess of any annuity to
which he is otherwi se entitled shall be forfeited.

* * %

8 5931. Managenent of [fund] funds and accounts.

(a) Control and managenent of [fund.--The nmenbers of the

board shall be the trustees of the fund.] funds.--The nenbers of

the Local Governnent Police Enpl oyees' Retirenent Board shall be

the trustees of the Local CGovernnent Police Enpl oyees'

Retirenment Fund, and the nenbers of the State Enpl oyees'

Retirenment Board shall be the trustees of the State Enpl oyees'

Retirenment Fund. Regardl ess of any other provision of |aw

governing the investnments of funds under the control of an

adm ni strative board of the State governnment, the trustees shal
have excl usive control and managenent of the said fund and ful
power to invest the sanme in accordance with the provisions of
this section, subject, however, to the exercise of that degree
of judgment, skill and care under the circunstances then
prevailing which persons of prudence, discretion and
intelligence, who are famliar with such matters, exercise in
t he managenent of their own affairs not in regard to

specul ation, but in regard to the permanent disposition of the
funds, considering the probable incone to be derived therefrom

as well as the probable safety of their capital. The trustees
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shall have the power to hold, purchase, sell, lend, assign,

transfer or dispose of any of the securities and investnments in

whi ch any of the noneys in the [fund] funds shall have been
invested as well as of the proceeds of said investnents,
i ncl udi ng any directed comm ssions which have accrued to the

benefit of the [fund] funds as a consequence of the investnents,

and of any noneys belonging to said [fund] funds, subject in

every case to neeting the standard of prudence set forth in this
subsecti on.

(b) Crediting of interest.--The [board] boards, annually,

shall allow the required interest on the nean anount for the
precedi ng year to the credit of each of the accounts. The anpunt

so all owed shall be credited thereto by the [board] boards and

transferred fromthe interest reserve account.

(c) Custodian of [fund] funds.--The State Treasurer shall be

t he custodi an of the [fund] funds.

(d) Paynments from|[fund] funds.--All paynments fromthe

[fund] funds shall be nade by the State Treasurer in accordance

with requisitions signed by the secretary of the appropriate

board, or his designee, and ratified by resolution of the

appropri ate board.

(e) Fiduciary status of [board] boards.--The nenbers of the
board, enployees of [the] a board and agents thereof shall stand
in a fiduciary relationship to the nenbers of the system
regardi ng the investnents and di sbursenents of any of the noneys
of the fund and shall not profit either directly or indirectly
with respect thereto. [The] A board may, when possible and
consistent with its fiduciary duties inposed by this subsection

or other law, including its obligation to invest and nmanage the

fund for the exclusive benefit of the menbers of the system
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consi der whether an investnment in any project or business
enhances and pronotes the general welfare of this Comobnweal th
and its citizens, including, but not limted to, investnents

t hat i ncrease and enhance the enpl oynent of Comonweal th
residents, encourage the construction and retention of adequate
housi ng and stimulate further investnment and econom c activity
in this Comonweal th. The [board] boards shall, through the

Governor, submt to the General Assenbly annually, at the sane

time the [board submits its] boards submt their budget covering

adm ni strative expenses, a report identifying the nature and
anount of all existing investnents made pursuant to this
subsecti on.

(f) Nane for transacting business.--By the nane of ["The

State] the "Local Governnent Police Enployees' Retirenent

Systent [or "The State Enployes' Retirenent Systeni], all of the
busi ness of the systemshall be transacted, its [fund] funds
invested, all requisitions for noney drawn and paynents made,
and all of its cash and securities and other property shall be
hel d, except that, any other law to the contrary
not wi t hst andi ng, the board may establish a nom nee registration
procedure for the purpose of registering securities in order to
facilitate the purchase, sale or other disposition of securities
pursuant to the provisions of this | aw

(g) Deposits in banks and trust conpanies.--For the purpose
of neeting disbursenents for annuities and other paynments in
excess of the receipts, there shall be kept available by the
State Treasurer an anmpunt, not exceeding 10% of the total anount
in [the] a fund, on deposit in any bank or banks in this

Commonweal t h organi zed under the | aws thereof or under the |aws

of the United States or with any trust conpany or conpanies
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i ncorporated by any |aw of this Comonweal th, provided any of
such banks or trust conpanies shall furnish adequate security
for said deposit, and provided that the sum so deposited in any
one bank or trust conmpany shall not exceed 25% of the paid-up
capital and surplus of said bank or trust conpany.

(h) Venture capital, private placenment and alternative
i nvestnments.--The board in its prudent discretion nmay make any
venture capital investnent, private placenment investnent or
other alternative investnent of any kind, structure or manner
whi ch neets the standard of prudence set forth in subsection
(a).

(1) Vehicles for authorized investnents.--[The] A board in
its prudent discretion may nmake any investnents which neet the
standard of prudence set forth in subsection (a) by acquiring
any type of interest in a business organization existing under

the laws of any jurisdiction, provided that, in any such case,

the liability of the Local Governnent Police Enpl oyees'

Retirenent Fund or the State Enpl oyees' Retirenent Fund shall be

limted to the anpbunt of its investnent.

(j) Legislative declaration concerning certain authorized
i nvestnments. --The General Assenbly finds and decl ares that
aut hori zed i nvestnents of [the] a fund made by or on behal f of
t he board under this section whereby [the] a board becones a
j oi nt owner or stockholder in any conpany, corporation,
associ ation or other |awful business organization are outside
the scope of the original intent of and therefore do not violate
the prohibition set forth in section 8 of Article VIII of the
Constitution of Pennsylvani a.
§ 5932. State Enpl oyees' Retirenent Fund.

The [fund] State Enpl oyees' Retirenent Fund shall consist of
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all balances in the several separate accounts set apart to be

used under the direction of the [board] State Enpl oyees'

Retirenment Board for the benefit of nmenbers of the system and

the Treasury Departnent shall credit to the fund all noneys
received fromthe Departnment of Revenue arising fromthe
contributions required under the provisions of Chapter 55
(relating to contributions), and any inconme earned by the
i nvestnments or noneys of said fund. There shall be established
and mai ntai ned by the board the several |edger accounts
specified in sections 5933 (relating to nmenbers’' savings
account), 5934 (relating to State accunul ati on account), 5935
(relating to annuity reserve account), 5936 (relating to State
Pol i ce benefit account), 5937 (relating to enforcenent officers’
benefit account), 5938 (relating to supplenental annuity
account) and 5939 (relating to interest reserve account).
Section 18. Title 71 is anended by adding a section to read:

8§ 5932.1. Local Governnent Police Enpl oyees' Retirenent Fund.

The Local Governnent Police Enpl oyees' Retirenent Fund shal

be a pension trust fund conprising a fiscal and accounti ng

entity with a self-bal ancing set of accounts recordi ng cash and

ot her financial resources, together with all rel ated

liabilities, and residual equities or bal ances, and changes

therein segreqgated for the purpose of accounting for assets held

by and used under the direction of the Local Government Police

Enpl oyees' Retirenent Board in a trustee capacity for the

menbers and beneficiaries of the system The Treasury Depart nent

shall credit to the fund all noneys received fromthe Departnent

of Revenue arising fromthe contri buti ons required under the

provi si ons of Chapter 55 (relating to contri butions) and any

i ncone earned by the i nvestnents or noneys of said fund. There
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shall be established and maintained in the fund by the board the

several | edger accounts specified in sections 5933 (relating to

menbers' savings account), 5934(b) (relating to enpl oyers

accunul ati on accounts), 5935 (relating to annuity reserve

account), 5938 (relating to suppl enental annuity account) and

5939 (relating to i nterest reserve account).

Section 19. Sections 5933(a), 5934, 5935(b), 5936(b),
5937(b), 5939, 5940, 5951, 5952, 5953, 5955 and 5955.1 of Title
71 are anmended to read:

§ 5933. Menbers' savings account.

(a) Credits to account.--The nmenbers' savi ngs account shal
be the | edger account to which shall be credited the anmounts of
t he pi ckup contributions nmade by the Comonweal th or ot her
enpl oyer and contributions or |lunp sum paynents nmade by active
menbers in accordance with the provisions of sections 5501
(relating to regul ar nmenber contributions for current service),
5502 (relating to social security integration nmenber
contributions), 5503 (relating to joint coverage nenber
contributions), 5504 (relating to nenber contributions for the
become a full coverage nmenber), 5505.1 (relating to additional
menber contributions) and 5505 (relating to contributions for
t he purchase of credit for creditable nonstate service) and
transferred fromthe nenbers' savings account of the Public
School Enpl oyees' Retirenent Systemin accordance with the
provi sions of section 5303.2 (relating to election to convert
school service to State service).

* * %

§ 5934. [State accumrul ation account] Enployers' accunul ation

accounts.
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(a) State accunul ati on account.--The State accunul ati on

account shall be the | edger account to which shall be credited
all contributions of the Conmonweal th or other enployers other

t han | ocal governnents whose enpl oyees are nenbers of the system

and made in accordance with the provisions of section 5507(a)
(relating to contributions by the Comonweal th and ot her

enpl oyers) except that the anmounts received under the provisions
of the act of May 12, 1943 (P.L.259, No.120), and the ampbunts
recei ved under the provisions of the Liquor Code, act of Apri
12, 1951 (P.L.90, No.21), shall be credited to the State Police
benefit account or the enforcenent officers' benefit account as
the case may be. Al amounts transferred to the fund by county
retirement systens or pension plans in accordance with the

provi sions of section 5507(c) also shall be credited to the
State accumnul ati on account. All anmounts transferred to the fund
by the Public School Enployees' Retirenent Systemin accordance
with section 5303.2(e) (relating to election to convert school
service to State service), except anounts credited to the
menbers' savings account, and all amounts paid by the Departnent
of Corrections in accordance with section 5303.2(f) al so shal

be credited to the State accumnul ati on account. The State
accunul ati on account shall be credited with valuation interest.
The reserves necessary for the paynent of annuities and death

benefits as approved by the [board] State Enployees' Retirenent

be transferred fromthe State accunul ati on account to the
annuity reserve account provided for in section 5935 (relating
to annuity reserve account), except that the reserves necessary
on account of a nenber who is an officer of the Pennsyl vania

State Police or an enforcenent officer shall be transferred from
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the State accumnul ation account to the State Police benefit
account provided for in section 5936 (relating to State Police
benefit account) or to the enforcenent officers' benefit account
as provided for in section 5937 (relating to enforcenent

of ficers' benefit account) as the case may be.

(b)Y Local government accunul ati on account.--The | ocal

gover nnent accunul ati on account shall be the | edger account to

whi ch shall be credited all contributions of |ocal governnent

enpl oyers whose police enpl oyees are nenbers of the system and

made i n accordance with the provisions of section 5507(a). The

| ocal governnent accunul ati on account shall be credited with

val uation interest. The reserves necessary for the paynent of

annuiti es and death benefits as approved by the Local Gover nnent

Pol i ce Enpl oyees' Retirenent Board and as provided in Chapter 57

shall be transferred fromthe | ocal governnent accunul ati on

account to the annuity reserve account provided for in section

§ 5935. Annuity reserve account.

* %k

(b) Transfers from account. --Should an annuitant other than
a menber who was retired as an officer of the Pennsylvania State
Police or an enforcenent officer be subsequently restored to
active service, the present value of his nmenber's annuity at the
time of reentry into [State] governnent service shall be
transferred fromthe annuity reserve account and placed to his
i ndi vidual credit in the nenbers' savings account. In addition,
the actuarial reserve for his annuity | ess the anmount
transferred to the nenbers' savings account shall be transferred

fromthe annuity reserve account to the State accunul ati on

account.
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§ 5936. State Police benefit account.

* %

(b) Transfers fromaccount.--Should the said annuitant be
subsequently restored to active service, the present val ue of
the nmenber's annuity at the tine of reentry into [State]
governnent service shall be transferred fromthe State Police
benefit account and placed to his individual credit in the
menbers' savings account. In addition, the actuarial reserve for
his annuity calculated as if he had been a nmenber of Cass A
| ess the amount transferred to the nmenbers' savings account
shall be transferred fromthe State Police benefit account to
the State accumul ati on account. Upon subsequent retirenent other
than as an officer of the Pennsylvania State Police the
actuarial reserve remaining in the State Police benefit account
shall be transferred to the appropriate reserve account.

§ 5937. Enforcenent officers' benefit account.

* %k

(b) Transfers fromaccount.--Should the said annuitant be
subsequently restored to active service, the present val ue of
the nmenber's annuity at the tine of reentry into [State]
governnent service shall be transferred fromthe enforcenent
of ficers' benefit account and placed to his individual credit in
t he nenbers' savings account. In addition, the actuarial reserve
for his annuity calculated as if he had been a nenber of Cass A
i f the annuitant does not have any Cl ass AA service credited and
calculated as if he had been a nmenber of Cass AAif the
annui tant does have C ass AA service credited | ess the anount
transferred to the nenbers' savings account shall be transferred

fromthe enforcenent officers' benefit account to the State

accurul ati on account. Upon subsequent retirenment other than as
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an enforcenent officer the actuarial reserve remaining in the
enforcement officers' benefit account shall be transferred to
t he appropriate reserve account.

§ 5939. Interest reserve account.

The interest reserve account shall be the |edger account to
whi ch shall be credited all income earned by the fund and to
whi ch shall be charged all adm nistrative and invest nent
expenses incurred by [the] a fund. At the end of each year the
required interest shall be transferred fromthe interest reserve
account to the credit of each of the accounts in accordance with
the provisions of this subchapter. In addition, at the end of
each accounting period, the interest reserve account shall be
credited or charged with all recognized changes in the market
val uation of the investnments of [the] a fund. The adm nistrative
and i nvest nent expenses of the board shall be paid fromthe fund
out of earnings. Any surplus or deficit in the interest reserve
account at the end of each year shall be transferred to the
State accumnul ati on account.

8§ 5940. Northern Ireland-related investnents.

(a) General rule.--Notw thstanding any other provision of
law, on and after the effective date of this section, any noneys
or assets of the [fund] funds which shall remain or be invested
in the stocks, securities or other obligations of any
institution or conpany doing business in or with Northern
Ireland or with agencies or instrunentalities thereof shall be
i nvested subject to the provisions of subsection (c).

(b) Annual review. --On or before January 1 of each year
[the] each board shall determ ne the existence of affirmative
action taken by institutions or conpanies doing business in

Northern Ireland to elimnate ethnic or religious discrimnation
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1 based on actions taken for:

2 (1) Increasing the representation of individuals from
3 underrepresented religious groups in the work force,

4 i ncl udi ng manageri al, supervisory, admnistrative, clerical
5 and technical jobs.

6 (2) Providing adequate security for the protection of

7 mnority enployees, both at the workplace and while traveling
8 to and from work.

9 (3) The banning of provocative religious or political
10 enbl ens fromthe workpl ace.

11 (4) Publicly advertising all job openings and nmaki ng

12 special recruitnment efforts to attract applicants from

13 underrepresented religious groups.

14 (5) Providing that |ayoff, recall and term nation

15 procedures should not in practice favor particular religious
16 gr oupi ngs.

17 (6) The abolition of job reservations, apprenticeship
18 restrictions and differential enploynment criteria which

19 di scrimnate on the basis of religion or ethnic origin.
20 (7) The devel opnent of training progranms that wll
21 prepare substantial nunbers of current mnority enployees for
22 skilled jobs, including the expansion of existing prograns
23 and the creation of new progranms to train, upgrade and
24 i nprove the skills of mnority enpl oyees.
25 (8) The establishnent of procedures to assess, identify
26 and actively recruit mnority enpl oyees with potential for
27 further advancenent.
28 (9) The appointnent of senior nmanagenent staff menbers
29 to oversee affirmative action efforts and the setting up of
30 timetables to carry out affirmative action principles.
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(c) Investnents.--Consistent with sound investnent policy,
[the] each board shall invest the assets of the fund in such a
manner that the investnents in institutions doing business in or
with Northern Ireland shall reflect the advances made by such
institutions in elimnating discrimnation as established
pursuant to subsection (b).

§ 5951. State guarantee.

(a) GCeneral rule.--The required interest charges payabl e,

t he mai ntenance of reserves in the [fund] State Enpl oyees’

Retirenment Fund, and the paynment of all annuities and ot her

benefits granted by the [board] State Enployees' Retirenent

obl i gati ons of the Commonweal t h.

(b) Local governnment quarantee.--The required interest

charges payabl e, the nmi nt enance of reserves in the Local

Governnent Police Enpl oyees' Retirenent Fund and the paynent of

all annuities and other benefits granted by the Local Gover nnent

Pol i ce Enpl oyees' Retirenent Board under the provisions of this

part, as to | ocal governnent service in accordance with this

part, are hereby made obligations of the | ocal governnent.

(c) Use of incone interest and dividends.--Al incone,

interest, and dividends derived fromdeposits and investnents

authorized by this part as to State service shall be used for

t he paynent of the said obligations of the Commonweal th and

| ocal governnents.

§ 5952. State supervision.

The [fund] funds and | edger accounts provided for by this
part shall be subject to the supervision of the [State]
| nsur ance Depart nment.

8 5953. Taxation, attachnent and assi gnnent of funds.
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(a) GCeneral rule.--

(1) Except as provided in paragraphs (2), (3) and (4),
the right of a person to any benefit or right accrued or
accrui ng under the provisions of this part and the noneys in
the [fund] funds are hereby exenpt fromany State or
muni ci pal tax, |levy and sale, garnishnment, attachnent,
spouse's el ection, or any other process whatsoever except for

a set-off by the Commonwealth in the case provided in

subparagraph (i) or by a local governnent in the case

provi ded in subparagraph (ii), and shall be unassi gnable

except :

(1) To the Commonwealth in the case of a nenber who
is termnating State service and has been determ ned to
be obligated to the Commonweal th for the repaynent of
noney owed on account of his enploynment or to the fund on
account of a loan froma credit union which has been
satisfied by the board fromthe fund.

(i1i) To a credit union as security for a |loan not to
exceed $750 and interest not to exceed 6% per annum
di scounted and/or fines thereon if the credit union is
now or hereafter organized and incorporated under the
| aws of this Commonweal th and the nmenbership of such
credit union is limted solely to officials and enpl oyees

of the Commpbnwealth and a | ocal governnent and if such

credit union has paid to the fund $3 for each such
assi gnment .

(iii) To a local governnent in the case of a nenber

who is termnating | ocal governnent service and has been

deternmined to be obligated to the | ocal governnment for

t he repaynment of npney owed on account of his enpl oynent
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or to either fund on account of a loan froma credit

uni on whi ch has been satisfied by the board fromthe

(2) Rights under this part shall be subject to
forfeiture as provided by the act of July 8, 1978 (P.L.752,
No. 140), known as the Public Enpl oyee Pension Forfeiture Act,
and by or pursuant to section 16(b) of Article V of the
Constitution of Pennsylvania. Forfeitures under this
subsection or under any other provision of |aw may not be
applied to increase the benefits that any nenber would
ot herwi se receive under this part.

(3) Rights under this part shall be subject to
attachnment in favor of an alternate payee as set forth in an
approved donestic relations order.

(4) Effective with distributions made on or after
January 1, 1993, and notwi t hstandi ng any other provision of
this part to the contrary, a distributee may elect, at the

time and in the manner prescribed by the appropriate board,

to have any portion of an eligible rollover distribution paid
directly to an eligible retirenent plan by way of a direct
roll over. For purposes of this paragraph, a "distributee"

i ncludes a nenber and a nmenber's surviving spouse and a
menber's fornmer spouse who is an alternate payee under an
approved donestic relations order. For purposes of this

par agraph, the term"eligible rollover distribution” has the
meani ng gi ven such termby IRC 8 402(f)(2)(A), and "eligible
retirement plan" has the neaning given such termby IRC 8§
402(c)(8)(B), except that a qualified trust shall be
considered an eligible retirenent plan only if it accepts the

distributee's eligible rollover distribution; however, in the
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1 case of an eligible rollover distribution to a surviving

2 spouse, an eligible retirenent plan is an "indi vi dual

3 retirement account”™ or an "individual retirenment annuity" as
4 those terns are defined in IRC 8 408(a) and (b).

5 (b) Authorized paynents from|[fund.--The] funds.--A board

6 shall be authorized to pay from|[the] its fund:

7 (1) In the case of a nenber who is term nating service,
8 t he amount determ ned after certification by the head of the
9 departnent that the menber is so obligated, and after review
10 and approval by the departnment or agency's | egal

11 representative or upon recei pt of an assignnment fromthe

12 menber in the amount so certified.

13 (2) In the case of a |oan the anmount of the |oan and any
14 fine or interest due thereon to the credit union except 5% of
15 the total anpunt due which is to be retained in the fund as a
16 col I ection fee:

17 (1) if the nmenber obtaining the | oan shall have been
18 in default in required paynments for a period of not |ess
19 than two years; or
20 (1i) at such tine as the Departnment of Banking shal
21 require the credit union to charge the anount of the | oan
22 agai nst the reserve fund of such credit union.
23 Any nmenber who shall have pl edged such rights as security for
24 a loan froma credit union and, on whose behal f the board
25 shall have made any paynent by reason of that nenber's
26 default, may not thereafter pledge or assign such rights to a
27 credit union.

28 8§ 5955. Construction of part.
29 Regar dl ess of any other provision of |aw, pension rights of
30 [State] governnent enployees shall be determined solely by this
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part or any amendnent thereto, and no collective bargaining
agreenent nor any arbitration award between the Commonweal t h and
its enployees or their collective bargaining representatives or

between a | ocal governnent and its enpl oyees or their collective

bar gai ni ng representatives shall be construed to change any of

the provisions herein, to require the board to adm nister
pensi on or retirement benefits not set forth in this part, or
ot herwi se require action by any other governnment body pertaining
to pension or retirenment benefits or rights of [State]
gover nnent enpl oyees. Notwi t hstandi ng the foregoing, any pension
or retirement benefits or rights previously so established by or
as a result of an arbitration award shall remain in effect after
the expiration of the current collective bargaining agreenent
bet ween the State enpl oyees so affected and t he Commonweal t h.
The provisions of this part insofar as they are the sane as
those of existing |law are intended as a continuation of such
| aws and not as new enactnents. The provisions of this part
shall not affect any act done, liability incurred, right accrued
or vested, or any suit or prosecution pending or to be
instituted to enforce any right or penalty or to punish any
of fense under the authority of any repeal ed | aws.
§ 5955.1. Construction of part with respect to ol der workers
protection.

It is hereby found and declared that the provisions of this
part constitute a bona fide retirenment or pension plan wthin
t he neani ng of the Age Discrimnation in Enploynent Act of 1967
(Public Law 90-202, 29 U S.C. 8§ 621 et seq.) and the act of
Cct ober 27, 1955 (P.L.744, No.222), known as the Pennsyl vani a
Human Rel ations Act, and that the intent of section 5955

(relating to construction of part) as originally enacted and as
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subsequently anmended is to require the pension rights of [State]
any anendnments thereto, regardl ess of any other provision of
State law, subject only to such further requirenents, exceptions
or limtations as may be set forth in section 5955 or as may be
i nposed by reason of any provision of the Federal or State
Constitution. Any provision of this part which is not

i nconsistent with the provisions of the Age Discrimnation in
Enpl oynment Act of 1967 as anmended by the O der Wirkers Benefit
Protection Act (Public Law 101-433, 104 Stat. 978) and the rules
and regul ati ons of the Federal Equal Enploynent Cpportunity
Conmi ssi on under such Federal |aws shall be deened not

i nconsi stent with such provisions of the Pennsyl vania Human

Rel ati ons Conmmi ssion Act as relate to discrimnation on the
basis of age with respect to the ternms, conditions or privileges
of enpl oynent .

Section 20. This act shall be construed and adm nistered in
such manner that the Local Governnment Police Enpl oyees'
Retirement Systemw |l satisfy the requirenents necessary to
qualify as a qualified pension plan under section 401(a)(8),

(17) and (25) of the Internal Revenue Code of 1986 (Public Law
99-514, 26 U.S.C. 8§ 401(a)(8), (17) and (25). The rules,
regul ati ons and procedures adopted and pronul gated by the Local
Government Pol i ce Enpl oyees' Retirenment Board and the State
Enpl oyees' Retirenment Board under 71 Pa.C S. 8§ 5902(h) shal

i ncl ude those necessary to acconplish the purpose of this

secti on.

Section 21. This act shall take effect in 60 days.
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