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AN ACT
Amrending Title 71 (State Governnent) of the Pennsyl vani a

Consol idated Statutes, authorizing the board to establish the

val uation interests used in actuaries' annual valuations; and

further providing for a cost-of-living increase to

annui t ant s.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The definition of "valuation interest” in section
5102 of Title 71 of the Pennsylvania Consolidated Statutes is
amended 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:

* * %

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



© o0 N oo o A~ wWw N P

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

30

conmpounded annual ly and applied to all accounts other than the

menbers' savings account.] Interest at such percentage rate to

be conpounded annually as adopted fromtine to tinme by the board

under the advise of the actuary taking i nto consi derati on the

actual interest earnings of the system for precedi ngq years and

t he probabl e earnings of the systemin the future.

* * %

Section 2. Section 5508(b) and (e) of Title 71 are anmended
to read:
§ 5508. Actuarial cost method.

* x *

(b) Enpl oyer normal contribution rate.--The enpl oyer nornal
contribution rate shall be determ ned after each actuari al

val uation on the basis of [an annual 5 1/2% the val uation

interest rate and such nortality and other tables as shall be
adopted by the board. Until all accrued liability contributions
have been conpl eted, the enpl oyer normal contribution rate shal
be determ ned as a | evel percentage of the conpensation of the
average new active nmenber, which percentage, if contributed on
the basis of his prospective conpensation through his entire
period of active State service, would be sufficient to fund the
liability for any prospective benefit payable to him except a
suppl enental benefit as provided in section 5708 (relating to
suppl enental annuities), in excess of that portion funded by his
prospective nmenber contributions. After all accrued liability
contributions have been conpl eted, the enpl oyer nornal
contribution rate shall be determ ned by deducting fromthe
present value of the liabilities for all prospective benefits,
except suppl enmental benefits as provided in section 5708, the

sum of the total assets in the fund on the val uati on date,
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excl uding the bal ance in the supplenental annuity account, and
t he present val ue of prospective nmenber contributions, and

di vidi ng the remai nder by the present value of the future
conpensation of all active nenbers.

* %

(e) Supplenental annuity contribution rate.--Contributions
fromthe Cormonweal th required to provide for the paynent of
suppl enental annuities as provided in section 5708 shall be
determ ned as a percentage of the total conpensation of al
active nmenbers during the period for which the anmount is
certified as sufficient to fund the liabilities of the
suppl enental annuity account as of July 1, 1969, as a |evel
per cent age over a period of 20 years from such date. In the
event that supplenmental annuities are increased by |egislation
enact ed subsequent to July 1, 1969, the additional liability for
the increase in benefits shall be funded as a | evel percentage
over a period of 20 years fromthe July first, coincident with

additional liability on account of any increase in annuities

which is effective July 1, 1983 shall be funded by | evel annual

paynents over a period of 20 years beginning July 1, 1983.

Section 3. Title 71 is anended by adding a section to read:

8 5508.1. Additional supplenental annuities.

(a) GCeneral rule.--Every annuitant who has received a

superannuati on, withdrawal or disability annuity shall conti nue

to receive the annuity and, beginning July 1, 1983, any

annui tant who retired on or prior to July 1, 1982 shall receive

a cost-of-living suppl enent deterni ned as a percentage applied

to the retirenent annuity as of Decenber 31, 1982. The cost - of -

l'i vi ng suppl enent shall be payabl e under the sane terns and
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1 conditions as provided under the option plan in effect as of

2 Decenber 31, 1982.

3 (b) Cost-of-living adjustnent factors.--The percentage which
4 s to be applied in the determ nation of the cost-of-Iliving

5 supplenents shall be deternmined on the basis of the effective

6 date of retirenment payable on the first $15,6 000 of annuity

7 received per _year. Included in the anmount of the annuity for

8 this purpose shall be any other supplenents previously

9 authorized. The applicable percentage factors are:
10 Effective date of retirenent Per cent age_factor
11 After July 1, 1981 through July 1, 1982 3%
12 After July 1, 1980 through July 1, 1981 8%
13 After July 1, 1979 through July 1, 1980 15%
14 After July 1, 1978 through July 1, 1979 21%
15 On or prior to July 1, 1978 24%
16 Section 4. This act shall take effect July 1, 1984.
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