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AN ACT
Amrending Title 24 (Education) of the Pennsylvani a Consol i dated

Statutes, revising provisions relating to retirenment for

school enpl oyees.

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

Section 1. Part IV of Title 24 of the Pennsyl vani a
Consolidated Statutes is anmended by adding a subpart heading to
read:

PART |V
RETI REMENT FOR SCHOOL EMPLOYEES
SUBPART A

PUBLI C SCHOOL EMPLOYEES' RETI REMENT CODE OF 1975

Section 2. Section 8101 of Title 24 is anended to read:

§ 8101. Short title of [part] subpart.

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

["Public] Public School Enployees' Retirenment [Code."] Code.

Section 3. The introductory paragraph of section 8102 of

Title 24 is anended to read:



§ 8102. Definitions.
[ The foll owi 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:] Subject to additional

definitions contai ned i n subsequent provi sions of this subpart

whi ch are applicable to specific provisions of this subpart, the

foll owi ng words and phrases when used in this subpart shall have

t he nmeani ngs given to themin this section unless the context

clearly indi cates otherw se:

* * %

Section 4. Title 24 is anended by adding a section to read:

8§ 8301.1. Partici pation in new reti renent system

(a) Menbers not electing participation in new system --A

person who i s a nenber of the system establi shed by this subpart

on the effective date of this secti on and who does not el ect at

any tine to becone a participant of the system establi shed under

Chapter 87 (relating to Public School Enpl oyees' Retirenent Code

of 1985) is entitled to remain a nenber of the system

establi shed by this subpart, w thout change of benefits or

condi ti ons of menbership, so long as he remains in conti nuous,

uni nt errupt ed enpl oynent.

(b)Y Ineligibility of persons for nmenbership in existing

system --A person who is not a nenber of the system establi shed

by this subpart on the effective date of this section or who

begins or returns to active school enploynent after that date

shall not be eliqgible for menbership in the system establi shed

by this subpart.

(c) Menbers electing participation in new system--A person

who is an active nenber of the system established by this

subpart may, within three years of the effective date of this
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section , elect to transfer to the system establi shed by Chapter

87, as foll ows:

(1) An active nenber who elects to transfer to the

system est abl i shed by Chapter 87 shall be entitled to a

refund of the total accunul ated deducti ons standing to his

credit as of the effective date of the transfer.

(2) An active nenber who elects to transfer to the

system est abl i shed by Chapter 87 within three years of the

effective date of this section shall be entitled to a refund

of the total accunul ated deducti ons standing to his credit as

of the effective date of transfer or, at his option, to have

all or any part of his accunul ated deductions transferred to

a single deposit i nvestnent account whi ch shall be

establ i shed by the board in accordance with secti on 8767

(relating to single deposit investnment account for transfer

partici pants).

(d) Effect of transfer to new systemon ri ghts and

benefits.--A person who, while an active nenber of the system

establi shed by this subpart, elects to transfer under subsection

(c) to the system establi shed by Chapter 87 shall forfeit al

ri ghts and benefits to which he may be entitled under this

system These persons shall, however, receive service credits

and vesting credits in the new systemin direct proportion to

the eligibility points forfeited in this system upon the

transfer.

(e) Entitlenents of returni ng enpl oyees who w t hdr ew

contributions.--In the event of a return to active enpl oynent of

any fornmer nenber of the system establi shed by this subpart

whose active nenbership was term nated and who w t hdr ew

contri butions in accordance with section 8341 (relating to

19850S1157B1452 - 3 -



© 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

return of total accunul ated deducti ons), the person shall be

entitled to service credits and vesting credits in the system

establ i shed by Chapter 87 equal to the eligibility points

forfeited upon ternination.

Section 5. Sections 8303, 8305(a), 8322.1, 8326(b), 8328,
8346(a), 8349(a), 8501(b), (c) and (e), 8502(a), (c), (f) and
(n), 8503(a), 8504(c), 8505(j), 8506(i), 8521(a) and (l), 8531,
8532 and 8533 of Title 24 are anended to read:

§ 8303. Eligibility points for retention and reinstatenent of
service credits.

(a) Accrued credited service.--Eligibility points shall be
conputed in accordance with section 8306 (relating to
eligibility points) with respect to all credited service accrued
as of the effective date of this [part] subpart.

(b) Future school service.--Every active nenber of the
system shall accrue an eligibility point for each year of school
service rendered subsequent to the effective date of this [part]

(c) Purchase of previous creditable service.--Every active
menber of the systemor a multiple service nmenber who is an
active nmenber of the State Enpl oyees' Retirenment System on or
after the effective date of this [part] subpart may purchase
credit and receive eligibility points as a nenber of Cass T-C
for previous school service or creditable nonschool service upon
witten agreenent by the nmenber 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.

8§ 8305. C asses of service.

(a) dass T-C nenbership.--A school enployee who is a nenber
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of Class T-C on the effective date of this [part] subpart or who
beconmes a nenber of the system subsequent to the effective date
of this [part] subpart shall be classified as a Cass T-C

menber .

* %

§ 8322.1. Pickup contributions.

Al'l contributions required to be made under sections 8321
(relating to regul ar nmenber contributions for current service)
and 8322 (relating to joint coverage nmenber contributions), with
respect to current school service rendered by an active nenber
on or after January 1, 1983, shall be picked up by the enpl oyer
and shall be treated as the enployer's contribution in
determ ning tax treatnent under the United States |nternal
Revenue Code for Federal tax purposes. For all other purposes,
under this [part] subpart and ot herw se, the pickup
contributions shall be treated as contributions made by a nenber
in the sane manner and to the sane extent as contributions nmade
by a nenber prior to January 1, 1983.

§ 8326. Contributions by the Commobnweal t h.

* %k

(b) Contributions on behalf of annuitants.--The Commonweal t h
shal I make contributions on behalf of all annuitants in an
anount equal to one-half of the amount certified by the board as
necessary to fund the additional liabilities for m nimum and
suppl enental annuities in accordance with section [8328(d)] 8328
(c).

§ 8328. Actuarial cost nethod.

(a) Enployer contribution rate on behalf of active

nmenbers. - - The anmount of the total enpl oyer contributions on

behal f of all active nenbers shall be conputed by the actuary as
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a percentage of the total conpensation of all active nenbers
during the period for which the amount is determ ned and shal
be so certified by the board. The total contribution rate on
behal f of all active nenbers shall consist of the nornal
contribution rate and the accrued liability contribution rate.
(b) Normal contribution rate.--The normal contribution rate
shal |l be determ ned after each actuarial valuation. Until al
accrued liability contributions have been conpl eted, the nornal
contribution rate shall be determ ned, on the basis of an
[annual 5 1/29 interest rate and such nortality and ot her
tabl es as shall be adopted by the board[, 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 the entire period of active school service,
woul d be sufficient to fund the liability for any prospective
benefit payable to him in excess of that portion funded by his
prospective nmenber contributions. After all accrued liability
contributions have been conpleted, the normal contribution rate
shall be determ ned by deducting fromthe present val ue of the
liabilities for all prospective benefits of active nenbers, the
sum of the total assets in the fund on the valuation date,
excl uding the balance in the annuity reserve account, and the
present val ue of prospective nenber contributions, and dividing
the remai nder by the present value of the future conpensation of

all active nmenbers]. The enployer's normal contribution rate

shall be deternmined as a | evel percentage of the conpensati on of

partici pants utilizing the entry age actuarial cost nmethod. This

is a nethod under which the actuarial present val ue of the

proj ected benefits of each individual included in an actuari al

valuation is allocated on a | evel basis over the earnings of the
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i ndi vi dual between entry age and assuned exit age. The portion

of this actuarial present value allocated to a valuation year is

called the normal cost. The portion of this actuarial present

val ue not provided for at a valuation date by the actuari al

present value of future nornmal costs is called the actuari al

accrued liability.

(c) Accrued liability contribution rate.--[For the fiscal
year beginning July 1, 1967, the accrued liability contribution
rate shall be conputed as the rate of total conpensation of al
active nmenbers which shall be certified by the actuary as
sufficient to fund over a period of 30 years from such date the
present value of the liabilities for all prospective benefits of
active menbers in excess of the total assets in the fund,
excl uding the balance in the annuity reserve account, and of the
present value of normal contributions and of nenber
contributions payable with respect to all active nenbers on such
date during the remai nder of their active service. Thereafter,

t he amount of each annual accrued liability contribution shal

be at | east 4% greater than the anpunt of such contribution for
the previous fiscal year, except that, if the accrued liability
is increased by | egislation enacted subsequent to July 1, 1967,
such additional liability shall be funded over a period of 30
years fromthe first day of July, coincident with or next
following the effective date of the increase on the basis that
each succeedi ng annual additional accrued liability contribution
shall be at |east 4% greater than the anount of such additional
contribution for the previous fiscal year. The accrued liability
contributions under this section shall be discontinued as soon
as the total assets in the fund, excluding the balance in the

annuity reserve account, equals the present val ue of the
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liability for all prospective benefits of active nenbers, |ess

the present value of the prospective normal contributions and of
menber contributions payable with respect to all active nenbers
on such date during the remainder of their active service.] The

accrued liability contribution rate shall be the sum of:

(1) A 30-vyear level dollar anortizati on paynent on the

unfunded actuarial accrued liability as of the Decenber 31

next follow ng the date of enactnent of Chapter 87 (relating

to Public School Enpl oyees' Retirenent Code of 1985).

(2) A 20-year level dollar anortizati on paynent on any

increnent in the unfunded actuarial accrued liability

attributable to a change in actuarial assunptions or to a

nodi fication in the benefit plan applicable to active

(3) A 10-year level dollar anortizati on paynent on any

increnent in the unfunded actuarial accrued liability

attributable to a nodification in the benefit plan applicable

to retired nmenbers and the benefit recipients.

(4) A 15-year |level dollar anortizati on paynent (credit)

on any net unfunded actuarial accrued liability attri butable

to an actuari al experience | oss (gain).

[(d) Supplenmental annuity contribution rate.--Contributions
fromthe Commonweal th and ot her enployers required to provide
for the paynment of supplenmental annuities to annuitants as
provided in section 8348 (relating to supplenental annuities)
shall be determ ned as a percentage of the total conpensation of
all active nmenbers during the period for which the anobunt is
certified as sufficient to fund the liabilities of the
suppl enental retirenent allowance account as a | evel percentage

over a period of 30 years fromJuly 1, 1967. In the event that
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annuities are increased by |egislation enacted subsequent to
July 1, 1974, the additional liability for the increase in
benefits to annuitants shall be funded simlarly as a |evel

per cent age over a period of 20 years fromthe first day of July
coincident with or next following the effective date of such

| egi sl ation. Notw t hstanding the foregoing, the additional
l[iability on account of any increase in annuities which is
effective July 1, 1979 shall be funded by | evel annual paynents
over a period of 20 years beginning July 1, 1980. The additi onal
l[iability on account of any increase in annuities which is
effective July 1, 1984 shall be funded by | evel annual paynents
over a period of 20 years beginning July 1, 1984.]

§ 8346. Termination of annuities.

(a) GCeneral rule.--If an annuitant returns to school service
or enters State service and elects multiple service nmenbership,
any annuity payable to himunder this [part] subpart shall cease
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. In the event that the cost-of-1living
i ncrease enacted Decenber 18, 1979 occurred during the period of
such State or school enploynent, the frozen present val ue shal
be increased, on or after the nmenber attains superannuation age,
by the percent applicable had he not returned to service.

* x *

§ 8349. Paynent of benefits.
(a) Annuities.--Any annuity granted under the provisions of

this [part] subpart shall be paid in equal nonthly installnments.

* * %
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§ 8501. Public School Enployees' Retirenent Board.

(b) Appointnment and ternms of initial nenbers.--For the
pur poses of securing an orderly transition and staggered terns,
the el ected nenbers of the board serving on the effective date
of this [part] subpart shall serve until the expiration of their
respective terns. The board nenber initially elected by nenbers
of Pennsyl vani a public school boards shall serve until January
1, 1976. The board nenber initially elected by the active
nonpr of essi onal nenbers of the systemshall serve until January
1, 1977. One of the initial board nmenbers appointed by the
Governor after the effective date of this [part] subpart shal
serve until January 1, 1976 and the second appoi nted board
menber shall serve until January 1, 1977. A vacancy occurring
during the termof any nenber shall be filled for the unexpired
term by a successor appointed or elected as the case may be in
t he sane manner as his predecessor.

(c) Gath of office.--Each nenber of the board shall take an
oath of office that he will, so far as it devol ves upon him
diligently and honestly adm nister the affairs of said board and
that he will not knowi ngly violate or willfully permt to be
vi ol ated any of the provisions of |aw applicable to this [part]
subpart. Such oath shall be subscribed by the nenber nmaking it
and certified by the officer before whomit is taken and shal
be imediately filed in the office of the Secretary of the
Commonweal t h.

(e) Corporate power and | egal advisor.--For the purposes of
this [part] subpart, the board shall possess the power and

privileges of a corporation. The Attorney General of the
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Commonweal th shall be the |egal advisor of the board.
§ 8502. Admnistrative duties of board.

(a) Enployees.--The secretary, clerical and other enpl oyees
of the board and their successors whose positions on the
effective date of this [part] subpart are under the classified

service provisions of the act of August 5, 1941 (P.L.752,
No. 286), known as the ["Civil Service Act,"] Gvil Service Act,

shal | continue under such provisions. The conpensati on and
classification of all other persons appointed shall be
determ ned by the board and shall be consistent with the
st andards established by the Executive Board of the
Commonweal t h.

* x *

(c) Expenses.--The board shall, through the Governor, submt
to the General Assenbly annually a budget covering the
adm ni strative expenses of this [part] subpart. Such expenses as
approved by the General Assenbly in an appropriation bill shal
be paid frominvestnent earnings of the fund.

* x *

(f) Functions.--The board shall perform such other functions
as are required for the execution of this [part] subpart and
shall have the right to inspect the enploynment records of
enpl oyers.

* x *

(n) Annual financial statenent.--The board shall prepare and
have published, on or before January 1 of each year, a financial
statement as of the fiscal year ending June 30 of the previous
year show ng the condition of the fund and the various accounts

and setting forth such other facts, reconmendati ons and data as

may be of use in the advancenent of know edge concerning
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annuities and other benefits provided by this [part] subpart.
The board shall submt said financial statenent to the CGovernor
and shall nmake copies available to the enpl oyers for the use of
t he school enpl oyees and the public.
8§ 8503. Duties of board to advise and report to enpl oyers and
menbers.

(a) Manual of regulations.--The board shall, with the advice
of the Attorney General and the actuary, prepare within 90 days
of the effective date of this [part] subpart, a manual

provisions of this [part] subpart for the enployers who shal
make i nformation contained therein available to the general
menber shi p. The board shall thereafter advise the enployers

wi thin 90 days of any changes in such rules and regul ati ons due
to changes in the law or due to changes in admnistrative
pol i ci es.

* x *

§ 8504. Duties of board to report to State Enpl oyees’
Retirenment Board.

* x *

(c) Applications for benefits for State enpl oyees. --Upon
recei pt of notification and the required data fromthe State
Enpl oyees' Retirement Board that a fornmer school enpl oyee who
el ected multiple service has applied for a State enpl oyee's
retirement benefit or, in the event of his death, his legally
constituted representative has applied for such benefit, the
board shal |

(1) Certify to the State Enpl oyees' Retirenment Board:

(i) The salary history as a nenber of the Public
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School Enpl oyees' Retirenment System and the final average
salary as cal culated on the basis of the conpensation
received as a State and school enpl oyee.
(ii) The annuity or benefit which the nmenber or his
beneficiary is entitled to receive under this [part]
(2) Transfer to the State Enpl oyees' Retirenent Fund the
accumnul at ed deductions standing to such nmenber's credit and
the actuarial reserve required on account of the nmenber's
years of credited service in the school systemand his final
average salary determ ned on the basis of his conpensation in
bot h systens.
§ 8505. Duties of board regarding applications and el ections of
menbers.

* %k

(j) Joint coverage annuitants.--The board shall notify in
witing each joint coverage annuitant who retired prior to July
1, 1962 that he may elect any tinme prior to, but not |ater than,
one year following the effective date of this [part] subpart, to
receive his annuity without reduction attributable to soci al
security coverage. The board shall within 60 days of such
el ection certify in witing to each annuitant who so el ects the
anount required to be paid. Upon receipt of a |unp sum paynent
within 60 days in the amount certified to such annuitant, 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 nmenber on the effective date of retirenent. Such
reconmputed annuity shall be paid beginning with the second

nmont hl y paynent next following the nmonth in which the |lunp sum
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paynment is received.
§ 8506. Duties of enployers.

* x *

(1) Termnation of service.--The enployer shall, in the case
of any nmenber term nating school service, advise such nenber in
witing of any benefits to which he may be entitled under the
provisions of this [part] subpart and shall have the nenber
prepare, on or before the date of term nation of school service,
one of the following three forns, a copy of which shall be given
to the nmenber and the original of which shall be filed with the
boar d:

(1) An application for the return of accunul at ed
deducti ons.

(2) An election to vest his retirenment rights and, if he
is a joint coverage nenber and so desires, an election to
beconme a full coverage nenber and an agreenent to pay within
30 days of the date of term nation of service the |unp sum
required.

(3) An application for an i medi ate annuity and, if he
is a joint coverage nenber and so desires, an election to
beconme a full coverage nenber and an agreenent to pay within
30 days of date of term nation of service the |unp sum
required.

* x *

§ 8521. WManagenent of fund and accounts.

(a) Control and managenent of fund.--The nenbers of the
board shall be the trustees of the fund and shall have exclusive
control and managenent of the said fund and full power to invest
t he sane, subject, however, to the exercise of that degree of

j udgnment and care under the circunstances then prevailing which
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persons of prudence, discretion and intelligence who are
famliar with such matters exercise in the nanagenent of their
own affairs not in regard to speculation, but in regard to the
per manent disposition of the fund, considering the probable
income to be derived therefromas well as the probable safety of
their capital, and further subject to all the terns, conditions,
[imtations, and restrictions inposed by this [part] subpart or
ot her | aw upon the maki ng of investnents. Subject to |ike ternms,
conditions, limtations, and restrictions, said trustees shal
have the power to hold, purchase, sell, |end, assign, transfer,
or di spose of any of the securities and investnents in which any
of the noneys in the fund shall have been invested as well as of
the proceeds of said investnments and of any noneys bel onging to
sai d fund.

* %k

(1) Additional board power on investnents.--Regardl ess of
any limtations, conditions or restrictions inposed on the
maki ng of investnents by this [part] subpart or other law, the
board may, at its discretion, invest a maxi mum of 10% of the
book val ue of the assets of the fund in any investnents not
ot herwi se specifically authorized, provided that such
investnments are nmade with the exercise of that degree of
j udgnment and care under the circunstances then prevailing which
persons of prudence, discretion and intelligence who are
famliar with such matters exercise in the nanagenent of their
own affairs not in regard to speculation, but in regard to the
per manent disposition of the fund, considering the probable

income to be derived therefromas well as the probable safety of

their capital

* * %
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§ 8531. State guarantee.

Statutory interest charges payabl e, the maintenance of
reserves in the fund, and the paynent of all annuities and ot her
benefits granted by the board under the provisions of this
[part] subpart are hereby made obligations of the Comonweal th.
Al'l incone, interest, and dividends derived from deposits and
i nvestnments authorized by this [part] subpart shall be used for
t he paynent of the said obligations of the Conmonweal t h.

§ 8532. State supervision.

The fund and | edger accounts provided for by this [part]
subpart shall be subject to the supervision of the State
| nsur ance Depart nment.

§ 8533. Taxation, attachnent and assi gnnment of funds.

(a) General rule.--Except as provided in subsection (b), the
right of a person to a nenber's annuity, a State annuity, or
retirement allowance, to the return of contributions, any
benefit or right accrued or accruing to any person under the
provisions of this [part] subpart, and the noneys in the fund
are hereby exenpt fromany State or nunicipal tax, and exenpt
fromlevy and sale, garnishnment, attachnent, or any other
process what soever, and shall be unassi gnabl e.

(b) Forfeiture.--Rights under this [part] subpart 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."] Public Enpl oyee Pension Forfeiture Act.

Section 6. Title 24 is anended by adding a subpart to read:
SUBPART B
PUBLI C SCHOOL EMPLOYEES' RETI REMENT CODE OF 1985
Chapt er
87. Public School Enpl oyees' Retirenent Code of 1985
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CHAPTER 87
PUBLI C SCHOOL EMPLOYEES' RETI REMENT CODE OF 1985
Subchapt er
A. Prelimnary Provisions
Parti ci pation
Service Credits, Vesting Credits and Vesting
Benefits

Admi ni stration

mm o 0O W

Publ i ¢ School Enpl oyees' Retirenent Trust Fund and
Account s

G Contributions

H. M scel | aneous Provi sions

SUBCHAPTER A
PRELI M NARY PROVI SI ONS

Sec.
8701. Short title of chapter.
8702. Definitions.
§ 8701. Short title of chapter.

This chapter shall be known and nay be cited as the Public
School Enpl oyees' Retirenment Code of 1985.

§ 8702. Definitions.

The foll ow ng words and phrases when used in this chapter
shall have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Active participant.” A participant who is currently
accruing vesting credits or service credits or both. Al persons
enpl oyed by any governnmental entity directly responsible for the
enpl oynment and paynent of the school enployee and charged with
the responsibility of providing public education within this

Commonweal th, including, but not limted to, State-owned
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uni versities, The Pennsylvania State University, conmunity
col | eges, area vocational -technical schools, internediate units,
the State Board of Education, Scotland School for Veterans'
Chi | dren, Thaddeus Stevens Trade School and the Pennsyl vani a
State Oral School for the Deaf, in any capacity what soever
whet her permanent or tenporary, full time or part time, shall be
active participants beginning with the effective date of
enpl oynment. The term does not include the foll ow ng:
(1) An independent contractor or person conpensated on a
f ee basis.
(2) A person enrolled as a full-tinme student at a State-
owned educational institution or The Pennsyl vania State
Uni versity who nay perform conpensabl e services for the
institution or university, as the case may be, during any
termwhile so enrolled. In the event the person is enployed
el sewhere in a position that would otherwi se qualify for
partici pation, the person shall not be excluded from
participation while in that enploynment by virtue of the fact
that the person is also a full-tinme student at a State-owned
educational institution or The Pennsylvania State University.
(3) A person who is initially enployed or who conti nues
to be enpl oyed by the aforenmenti oned governnental entity who
is at or beyond the age at which full social security
benefits beconme payable w thout any reduction for early
recei pt, which shall in no case be prior to 65 years of age.
(4) A person who is enployed prior to 22 years of age
until reaching 22 years of age.
"Actuarially equivalent."” Equal actuarial present val ues,
conputed on the basis of interest and the nortality tables

adopted by the board. The interest rates shall be adjusted each
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January 1 based on the yield on ten-year Treasury Bonds during
the first quarter of the preceding cal endar year rounded to the
nearest 0.5% The nortality tables shall be based on the nost
recent available United States |ife expectancy tabl es devel oped
by the United States Census Bureau.

"Actuary." The consultant to the board, who shall be one of
t he foll ow ng:

(1) A nenber of the Anmerican Acadeny of Actuaries.
(2) An individual who has denonstrated to the

sati sfaction of the Insurance Conmm ssioner that the

i ndi vi dual has the educational background necessary for the

practice of actuarial science and has had at | east seven

years of actuarial experience.
(3) Afirm partnership or corporation of which at |east

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

"Beneficiary.” The person or persons |ast designated by the
participant to receive any benefits payable in the event of his
deat h.

"Board." The Public School Enpl oyees' Retirenent Board.

"Conpensabl e service."” Service perfornmed by a parti ci pant
for the enployer for which conpensation is actually received.

"Credi tabl e nonschool service." Service other than as a
partici pant for which a participant may receive service credits
and vesting credits.

"Date of term nation of service." The |ast day of service
for which a participant receives renuneration fromthe enpl oyer
or, in the case of an inactive participant on | eave w thout pay,
the date of his resignation or the date his enploynent if
formal |y discontinued by the enpl oyer.

"Deferred retirenent.” The result of a participant
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term nating participatory enploynent prior to being eligible to
receive an imredi ate retirenent allowance, but being eligible to
receive a retirenent allowance benefit at a future date, the
date to be determ ned on the basis of age and vesting credits in
accordance with the schedul es provided in section 8732 (relating
to service retirenent eligibility), as appropriate.

"Effective date of retirenent.”

(1) The first date following the date of term nation of
conpensabl e service of a participant if he has properly filed
an application for a retirenent allowance within 90 days of
t hat date.

(2) In the case of a deferred retirenment or a
partici pant who does not apply for a retirenment all owance
within 90 days after term nation of conpensabl e service, the
date of filing an application for a retirenment allowance or
the date specified on the application, whichever is |ater.
"Final average salary or FAS." The hi ghest average annual

remuneration received as a participant during any five
consecutive nonoverl appi ng periods of four consecutive cal endar
guarters chosen fromthe nost recent 40 cal endar quarters of
participation, with the remuneration for part-time service being
annual i zed on the basis of the fractional portion of the year
for which service credit is received.

"Fund." The Public School Enployees' Retirenment Trust Fund
established by this chapter.

"Governnental entity." A board of school directors, board of
public education, internmediate unit board of directors, area
vocati onal -techni cal board, or any governing board of any agency
or authority created by them and the Commonweal t h.

"Hours conpensated.” Units of time for which a participant

19850S1157B1452 - 20 -



1 receives conpensation as reported by the enpl oyer and used in

2 the determ nation of service credits and vesting credits. Each

3 hour for which a participant is conpensated at a premumrate

4 (i.e., at a rate greater than one tine the normal rate of pay

5 for each conplete hour) shall be counted as a single hour for

6 both service credits and vesting credits, irrespective of the

7 level or rate of pay. Each hour for which a participant is

8 conpensated at a rate of pay which is a fraction of the norna

9 rate of pay for each conplete hour shall be counted as a

10 corresponding fraction of an hour for both service credits and
11 vesting credits. There shall be no hours conpensated credited to
12 a participant based on any conpensation received in the form of
13 severance paynents, unused | eave paynents, special bonuses,

14 awards or other simlar enolunents or any refunds for expenses
15 or contingency or accountabl e expense all owances.

16 "I nactive participant.”

17 (1) A participant who is not earning service credits or
18 vesting credits, including one on | eave w thout pay, but who
19 has accunul ated service credits and vesting credits standing
20 to his credit in the plan and who is not eligible for or has
21 not elected to receive a deferred retirenment or who has not
22 filed an application for a retirenment all owance.
23 (2) A participant who continues to be enployed by the
24 enpl oyer beyond the age at which Social Security benefits
25 beconme payabl e w thout any reduction for early receipt, which
26 shall in no case be prior to 65 years of age, until
27 term nati on of enpl oynent.
28 "Intervening mlitary service." Active mlitary service of a
29 participant who was an active participant inmediately preceding

30 induction into the arned forces of the United States, excluding
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any voluntary extension of that service, and who returns to
active enploynment within 90 days of the expiration of mlitary
service, for which both service credits and vesting credits
shal | be earned.

"Mlitary service." Active mlitary service for which a
partici pant has received a di scharge other than an undesirable,
bad conduct or di shonorabl e di scharge.

“"Normal retirenent age.” The age at which Social Security
benefits beconme payable w thout any reduction for early receipt,
whi ch shall in no case be prior to 65 years of age, or three
years prior to that age upon accrual of 30 vesting credits, or
five years prior to that age upon accrual of 35 vesting credits.

"Participant.” An active participant, inactive participant,
retiree or participant who has elected to receive a deferred
retirement allowance.

"Percent vested." A percentage based on a conbination of
vesting credits and age in accordance with the vesting schedul e
for the plan.

"Plan.” The plan incorporated into the Public School
Enpl oyees' Retirenent System under this chapter.

"Plan year." Septenber 1 through August 31.

"Renuneration.” Conpensation received by a participant from
his enployer in the formof gross salary or wages for services
performed. The term does not include conpensation received for
overtinme, paid |leave tine and on-call or stand-by tine;
conpensation received in the formof severance paynents, unused
| eave paynents, special bonuses, awards or other simlar
enol unents; or refunds for expenses or contingency or
account abl e expense al |l owances. For the purposes of the system

remuneration shall be I[imted to base salary or wages or both.
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"Retiree." A participant who is receiving a nonthly
retirement allowance.

"School year." The 12-nonth period which the governnent al
entity uses for purposes of adm nistration regardl ess of the
actual time during which a nenber renders service.

"Service credits.” Units of credit earned by a participant
begi nning at 25 years of age through the performnce of
conpensabl e service for the enpl oyer which are used in the
determ nati on of the amount of benefits payable to a
parti ci pant.

"Survivor." The person | ast designated by a partici pant
under a joint and survivor annuity option to receive an annuity
upon the death of the participant.

"Survivor annuitant."™ A survivor who is in receipt of a
nmonthly retirenent all owance.

"System" The Public School Enployees' Retirenment System as
established by this chapter.

"Transfer participant.” A person who has elected to transfer
school and nonschool service credits credited in the Public
School Enpl oyees' Retirenment system established by Subpart A
(relating to Public School Enployees' Retirement Code of 1975)
to the plan of the Public SChool Enpl oyees' Retirenent System
establ i shed under this chapter.

"Vestee." A participant who is at |east 50% vested in
accordance with the vesting schedul e and who has term nated
active participation in the systemand has not yet applied for a
deferred retirenent all owance.

"Vesting credits.” Units of credit earned by a participant
begi nning at 22 years of age through the performnce of

conpensabl e services which are used to determ ne the
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participant's eligibility for benefits and the anmount of
benefits.
SUBCHAPTER B
PARTI CI PATI ON
Sec.
8711. Participation in general.
8712. Determination of eligibility to participate.
8713. Return to service.
§ 8711. Participation in general.

(a) GCeneral rule.--Persons enployed by a governnental entity
in any capacity whatsoever, whether permanent or tenporary, ful
time or part tinme, shall be participants of the plan beginning
with the effective date of enploynent except the follow ng:

(1) An independent contractor or person conpensated on a

f ee basis.

(2) A person enrolled as a full-tinme student at a State-
owned educational institution or The Pennsyl vania State

Uni versity who nay perform conpensabl e services for the

institution or university, as the case may be, during any

termwhile so enrolled. In the event the person is enployed
el sewhere in a position that would otherwi se qualify for
partici pation, the person shall not be excluded from
participation while in that enploynment by virtue of the fact
that the person is also a full-tinme student at a State-owned
educational institution or The Pennsylvania State University.
(3) A person who is initially enployed or continues to
be enpl oyed by a governnmental agency who is at or beyond the
age at which full Social Security benefits becone payabl e
wi t hout any reduction for early receipt, which shall in no

case be prior to 65 years of age.
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(4) A person who is enployed prior to 22 years of age
until reaching 22 years of age.
(b) Transfer fromfornmer system--A person who is an active

menber of the system established by Subpart A (relating to

1

2

3

4

5 Public School Enpl oyees' Retirenent Code of 1975) may within

6 three years of the effective date of this chapter elect to

7 transfer to the systemestablished by this chapter. Upon the

8 transfer, the participant shall be credited with service credits
9 and vesting credits in direct proportion to the eligibility

10 points forfeited in the predecessor system The participant

11 shall then be entitled to the rights and benefits provided by
12 this systemfor all service credits and vesting credits

13 transferred and any additional credits that nay be earned for
14 additional service.

15 (c) Cessation of credit accunul ation and sal ary accrual . --
16 The accumnul ation of service credits and vesting credits or the
17 accrual of final average salary shall cease upon the attai nnment
18 of normal retirenent age, but in no case prior to 65 years of
19 age.
20 § 8712. Determination of eligibility to participate.
21 The enpl oyi ng governnental entity shall be responsible for
22 the initial determ nation of the individual enployee's
23 eligibility to participate under the rules of the plan in
24 accordance with the establishment of an enpl oyer-enpl oyee
25 relationship. In all cases of doubt regarding the existence of
26 an enpl oyer-enpl oyee rel ati onship, the determ nation shall be
27 made on the basis of whether or not the enployer pays the
28 enployers' share of the Federal Social Security tax on behal f of
29 the individual. Only those for whomthe enpl oyer pays the
30 enployer tax shall be deenmed enpl oyees for the purposes of the
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plan. In the event the enployer is not a participant under the
Federal Social Security program the existence or nonexistence
of an enpl oyer-enpl oyee rel ationship shall be based on ot her
criteria established by the board. In all cases of doubt
regarding an individual's eligibility to participate, the

deci sion of the board shall be final.

§ 8713. Return to service.

(a) GCeneral rule.--Upon the return to active enploynent of a
retiree prior to the age at which Social Security benefits
beconme payabl e w thout any reduction for early receipt, which
age shall in no case be prior to 65 years of age, the retirenent
benefit payabl e shall be suspended and converted to a single
life annuity effective as of the date of return to service.

(b) Benefit entitlenent upon subsequent retirenent.--Upon
subsequent retirenent, the participant's maxi num benefit
entitlenment shall consist of the suspended single life annuity
and the additional benefit the participant earned by virtue of
t he additional service.

(1) For purposes of determning the benefit derived from
the additional service only, vesting credits shall be
curmul ative for all periods of service. Vesting credits and
service credits earned by service rendered subsequent to the
return to enploynent fromretirenment shall in no way affect
t he amount of the original suspended benefit.

(2) For purposes of determning the benefit derived from
the additional service, final average salary shall be
cal cul ated as defined, including the conpensation from prior
periods of participatory enploynent in the event the
partici pant has not accumul ated sufficient additional service

to make a final average salary determ nation
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(3) The sumof the conbined single life annuities may be
paid as such or in the formof a ten-year termcertain and
continuous annuity of a joint and survivor option provided
the participant has nore than one additional year of service
subsequent to the date of return fromretirement. If a joint
and survivor option is selected by the participant, it shal
be cal cul ated as the actuarially equivalent to the conbi ned
single life annuities.

(4) In the event aretiree returns to active
participation and retires again within one year of the
effective date of return, the retiree shall be precluded from
selecting a different paynent plan option or, in the case of
a joint and survivor annuity, different designated survivor
than that in effect inmediately preceding the return to
servi ce.

(c) Tenporary service during energency.--Wen, in the
j udgnment of the enpl oyer, an enmergency creates an increase in
the workload to the extent that there is serious inpairnment of
service to the public, a retiree may be returned to school
service wthout |oss of retirenent benefits, for a period not to
exceed 75 days in any school year. For purposes of determ ning
the 75-day limtation, each day that the individual is
conpensated, irrespective of the anobunt of the conpensation or
t he nunber of hours worked that day, shall count as a full day.
In the event a retiree is enployed under this subsection,
subsections (a) and (b) shall not be applicable. However, in the
event an enpl oyee under this subsection exceeds the 75-day
[imtation, the requirenents of subsections (a) and (b) shall be
applied to the date the enploynent first occurred. In these

ci rcunst ances, the enpl oyee shall be required to return any
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i nproperly received retirenment benefit paynents together wth
conmpound interest cal cul ated on the basis of the nbst recent
actuarial interest rate adopted by the board.

(d) Return of retiree of normal retirenment age.--1n the
event a retiree returns to active enploynment with any nenber
enpl oyer at normal retirenent age or older, the retirenent
benefit then payable shall be suspended and the retiree shall be
precluded fromactive participation. In these cases, no further
vesting credits or service credits nmay be earned by this service
nor may there be any adjustnent of the retiree's final average
sal ary. The suspension of benefit paynents shall continue so
long as the retiree renmains in active enploynent status. Upon
the term nation of the active enploynent, benefit paynents shal
be resuned under the sanme paynent plan in effect i mediately
precedi ng the suspensi on of benefit.

(e) Death of retiree during subsequent enploynent.--1n the
event a retiree returns to enploynent and subsequently dies
wi thin one year of the effective date of return, paynent of any
deat h benefits shall be made in accordance with the paynent plan
option and beneficiary or survivor designation in effect
i mredi ately preceding the return to service.

(f) Service credits and vesting credits.--1n the event of a
return to active enploynent of any forner nenber of the system
establ i shed by Subpart A (relating to Public School Enpl oyees’
Retirement Code of 1975) whose active nenbership was term nated
and who withdrew his contributions in accordance with section
8341 (relating to return of accunul ated deductions), the person
shall be entitled to service credits and vesting credits in this
systemin direct proportion to the eligibility points forfeited

upon term nation fromthe predecessor system In the event of a
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return to active enploynent of any forner participant of this
system all previous service credits and vesting credits shal
be reinstated.
SUBCHAPTER C

SERVI CE CREDI TS, VESTI NG CREDI TS AND VESTI NG
Sec.
8721. Service credits and vesting credits.
8722. Vesting schedul e.
§ 8721. Service credits and vesting credits.

(a) GCeneral rule.--Service credits and vesting credits shal
be credited to participants each school year on the basis of
hours conpensated. Credits shall be earned by the participant on
the basis of the enploynent rel ationship as conpared to service
rendered as a full-time faculty enpl oyee.

(1) A participant shall earn one vesting credit for each
school year in which he is considered to be a full-tine
enpl oyee.

(2) A participant shall earn service credit for each
school year in which he earns a vesting credit.

(3) Menbers may earn fractional service credits and
vesting credits in school years in which enploynent eligible
for participation commences or term nates.

(4) Fractional vesting credits shall be earned by a
participant. The credit shall be cal culated and credited as
t he percentage of that full school year the participant was
enpl oyed.

(5) Fractional service credits shall be earned by
partici pants when service qualifies for vesting credits under
paragraph (4). Credit shall be calculated and credited in

direct proportion to that service required for one service
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credit to be earned by a full-tinme nmenber.

(b) Intervening mlitary service.--A ¢participant who is on
intervening mlitary service shall be deemed upon return from
such mlitary service to have been in continuous, uninterrupted
full-time enploynment. A participant shall earn both service
credits and vesting credits, or fractional parts thereof, for
any periods of intervening mlitary service on a date-to-date
basis determ ned by dividing the nunber of cal endar days the
partici pant was on active mlitary duty in each cal endar quarter
by 90 and multiplying the result by one-fourth.

(c) Tinme of allocation of credits and conpensati on. --Service
credits, vesting credits and hours conpensated shall be credited
to the period in which the remuneration for service is
constructively received by the participant, except in the case
of retroactive pay or personnel actions resulting from
col | ective bargaining agreenents, arbitration awards, civil
service adjudications, court orders or simlar actions. In these
exceptional situations, the service credits, vesting credits and
hours conpensated shall be credited to the plan year for which
the retroactive remuneration is applicable.

§ 8722. \Vesting schedul e.
Participants shall receive vested status in accordance with

the foll ow ng schedul e:

Vesting Credits Earned Percent Vested at Age
Nor mal Retirenent Under Nor nal
At Least But Less Than Age and Over Retirenment Age
0 5 0% 0%
5 6 100% 50%
6 7 100% 60%
7 8 100% 70%
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1 8 9 100% 80%

2 9 10 100% 90%

3 10 and over 100% 100%

4 SUBCHAPTER D

5 BENEFI TS

6 Sec.

7 8731. Service retirenent allowance fornul a.

8 8732. Service retirenment eligibility.

9 8733. Optional paynent plans.

10 8734. Death in active service.

11 8735. Death of retiree.

12 8736. Automatic cost-of-1living adjustnents.

13 8737. Special provisions on paynment of benefits.

14 § 8731. Service retirenment allowance fornula.

15 The annual service retirenent allowance shall be a maxi num
16 single life annuity cal cul ated as foll ows:

17 0.0115 x final average salary x service credits x percent
18 vest ed.

19 § 8732. Service retirenment eligibility.
20 (a) Full retirenent allowance.--A participant shall be
21 eligible to receive a full service retirenent all owance,
22 unreduced for age, on or after normal retirenment age.
23 (b) Deferred retirenent allowance.--A deferred retirenent
24 all owance, unreduced for age, shall beconme payabl e at normal
25 retirenent age. A vestee who is |ess than 100% vested in
26 accordance with the vesting schedule shall be eligible for a
27 deferred retirenent allowance only upon attai nment of norma
28 retirenent age. A participant who is less than 100% vested at
29 the tine of term nation of participatory enploynent shall not

30 becone vested to a higher percentage on the basis of age.
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(c) Early retirenment allowance.--A participant may, upon
term nation of participatory enploynment with 25 or nore vesting
credits, elect to receive an early retirenent allowance
begi nni ng no sooner than ten years prior to normal retirenent
age. The benefit shall be calculated by the retirenment all owance
formul a specified in section 8731 (relating to service
retirement allowance formula) and reduced by 0.5% for each
nmonth, or fraction thereof, that the participant is under the
age at which full Social Security benefits becone payabl e, but
not earlier than 65 years of age.

§ 8733. Optional paynent plans.

(a) GCeneral rule.--At the tine of retirenment, a participant
of the systemshall elect to receive retirenent benefit paynents
under one of the follow ng paynent plan options:

(1) A mximumsingle Iife annuity, payable to the
retired participant throughout his lifetime with all paynents
to cease at death.

(2) An actuarially reduced ten-year termcertain and
continuous annuity, payable to the retired partici pant
t hroughout his lifetine with paynents guaranteed to be paid
to the retired participant or to his designated beneficiary
or beneficiaries for a period of ten years fromthe effective
date of retirenent. In the event the retired partici pant
recei ves paynent for ten years or nore, paynents wll
continue for his lifetime and will cease at death.

(3) An actuarially reduced joint and 100% survi vor
annuity.

(4) An actuarially reduced joint and 50% survi vor
annuity.

(b) Ten-year termcertain and continuous annuity.--A
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retiring participant who chooses a ten-year termcertain and
continuous annuity may nane one or nore beneficiaries and may
change beneficiaries at any tine. In the case of nultiple
beneficiaries, any paynents due upon the death of the retired
partici pant shall be divided equally anong the naned
beneficiaries and paid nonthly until the expiration of the ten-
year termat which time all paynents shall cease.

(c) Joint and survivor annuity.--

(1) Aretiring participant who chooses a joint and
survivor annuity shall be limted to the designation of a
singl e survivor annuitant, which designation nay not be
changed except under one of the follow ng circunstances:

(i) The death of the designated survivor.

(i1i) The divorce of the retiree and the designated
survivor.

(ti1) The marriage of the retiree subsequent to the
effective date of retirenent.

(2) In the event of the retired participant's election
to change a designated survivor annuitant under any of the
conditions listed in paragraph (1), the anmount of the
retirement all owance then being paid to the retiree shall be
treated as a single life annuity and the appropriate
reduction shall be cal cul ated thereon based on the age of the
retiree and the new designated survivor on the effective date
of change.

(3) Inthe event a retired participant under a joint and
survivor annuity elects to name a new desi gnated survivor
under paragraph (1), the change in designated survivor and
the appropriate reduction in paynents to the retired

partici pant shall be effective on the first day of the nonth,
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next follow ng, one year fromthe date the election is

received in the offices of the system
§ 8734. Death in active service.

(a) Contingent retirenent benefit applicant participants.--
An active participant who is eligible to receive an i medi ate
retirement allowance upon term nation of enploynment may file a
contingent retirenment benefit application under one of the
optional paynent plans provided for in section 8733 (relating to
optional paynent plans) to be effective in the event of death
while still in active service. In that event, the partici pant
shall be deened to have retired effective the day before death
and the benefits shall becone payabl e as such under the
provi sions of the paynment plan option specified by the
partici pant. The contingent application nay be w thdrawn or
changed by the participant at any tine during active service and
shall not be binding upon the participant at the time of actual
retirenent.

(b) Oher participants.--1n the event an active partici pant
who is eligible to receive an i medi ate retirenent all owance
upon term nation of enploynment does not file a contingent
retirement application in accordance with subsection (a) and
dies while still in active service, he shall be deened to have
retired the day preceding death under the provisions of a joint
and 100% survivor annuity. The survivor benefits thereunder
shal | becone payable to the deceased participant's surviving
spouse. In the event there is no surviving spouse, no death
benefits shall be payable under this subsection.

(c) Vestees.--In the event of the death of a vestee who has
25 or nore vesting credits and who is 55 years of age or ol der,

the vestee shall be deened to have retired under section 8732(a)

19850S1157B1452 - 34 -



© 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

or (b) (relating to service retirenent eligibility) the day
precedi ng death under the provisions of a joint and 50% survi vor
annuity. The survivor benefits thereunder shall becone payabl e
to the deceased vestee's surviving spouse. In the event there is
no surviving spouse, no death benefits shall be payabl e under
t hi s subsecti on.
§ 8735. Death of retiree.

Death benefits will be paid to a retired participant's
desi gnat ed beneficiary-survivor in accordance with the paynent
pl an chosen by the participant.
§ 8736. Automatic cost-of-1living adjustments.

(a) GCeneral rule.--Beginning with July 1 which next follows
a participant's effective date of retirenent by at |east 12
nont hs, and each succeeding July 1 thereafter, the retirenent
al | omance then payable to the retired participant, irrespective
of the type of retirenent, shall be increased by a percentage,
rounded to the nearest 0.5% and not exceeding 3% determ ned as
one-hal f of the | esser of the follow ng:

(1) The increase in the Consunmer Price Index for Al
Urban Consuners as published by the Bureau of Labor
Statistics, United States Departnent of Labor, for the
previ ous 12-nonth period endi ng Decenber 31.

(2) The increase in the Enpl oyer Cost |ndex covering
conpensation rates for workers in the civilian nonfarm
econony as published by the Bureau of Labor Statistics,
United States Departnent of Labor, for the previous 12-nonth
period endi ng Decenber 31.

(3) The average percentage general salary and wage
increase for all State enpl oyees for the previous 12-nonth

period endi ng Decenber 31.
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1 (b) Effect of decline or no change in nmeasures.--No

2 adjustment shall occur in the event of a decline or no change in
3 any of the neasures in subsection (a).

4 (c) Deferred retirenent allowance retirees.--lrrespective of
5 any other provisions in this section, the increases provided by
6 this section shall not be payable to those participants who

7 retired under section 8732(b) (relating to service retirenent

8 eligibility).

9 8§ 8737. Special provisions on paynent of benefits.

10 (a) Frequency and tinme of paynent.--All retirenent benefit
11 paynents shall be payable nonthly and shall be nmade on the first
12 day of the nonth for which they are due.

13 (b) Reduction of accrued benefits prohibited.--Once a

14 participant is eligible to retire, the accrued benefits to which
15 the participant is entitled cannot be reduced for any reason.

16 (c) Restriction on change of paynent options.--

17 (1) The selection of a paynent plan option by a retiring
18 partici pant shall becone final and binding on the date of the
19 participant's termnation fromactive enpl oynent or the date
20 the application for retirenent allowance is received in the
21 of fices of the system whichever is |ater, and nay not be
22 changed for any reason thereafter, except as otherw se
23 provi ded in paragraph (2).
24 (2) The board may make exceptions to the prohibition in
25 par agraph (1), but only in cases where the board has found
26 that the participant was not properly infornmed of his rights
27 and privileges under the plan or that the participant was not
28 conpetent to make the selection. The changes, in the board's
29 sol e discretion, my be made only when the board is so
30 notified by the participant, or someone acting on behal f of
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the participant, within 90 days of the board' s mailing or
deposit, as the case may be, of the first annuity paynent.
SUBCHAPTER E
ADM NI STRATI ON
Sec.
8751. Administration in general.
8752. Administrative duties of board.
8753. Duties of board to advise and report to enpl oyers and
parti ci pants.
8754. Duties of board regarding applications and el ections of
parti ci pants.
8755. Duties of enployers.
8756. Rights and duties of participants.
§ 8751. Admnistration in general.

(a) GCeneral rule.--The adm nistration of this chapter shal
be under the direction of the Public School Enpl oyees'
Retirement Board established under Subpart A (relating to Public
School Enpl oyees' Retirenment Code of 1975). The secretary,
clerical and other enployees of the board and their successors
who are enpl oyed under Subpart A shall simlarly be responsible
to the system established under this chapter.

(b) Status of system--The Public School Enpl oyees’
Retirement System established under this chapter shall be
considered a public corporation and, for the purposes of this
chapter, the board shall possess the power and privil eges of a
cor porati on.

§ 8752. Admnistrative duties of board.

(a) Enployees.--The secretary, clerical and other enpl oyees

of the board and their successors whose positions on the

effective date of this chapter are under the classified service
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provi sions of the act of August 5, 1941 (P.L.752, No.286), known
as the Cvil Service Act, shall continue under those provisions.
The conpensation of all other persons appointed shall be

determ ned by the board and shall be consistent with the

st andards established by the Executive Board of the
Commonweal t h.

(b) Professional personnel.--The board shall contract for
the services of an actuary, investnent advisors and counsel ors
and any ot her professional personnel it deens advisabl e.

(c) Expenses.--The board shall, through the Governor, submt
to the General Assenbly annually a budget covering the
adm ni strative expenses of this chapter. The expenses as
approved by the General Assenbly in an appropriation bill shal
be paid fromthe fund. Expenses related to the nmanagenent of the
i nvestnment portfolio of the fund shall be paid fromthe
i nvestment earnings of the fund. The investnent managenent
expenses shall not be considered as a part of the adm nistrative
expense appropriation but shall be considered an integral part
of the cost of investnents. The board shall annually report to
t he Governor and the General Assenbly the cost of all outside
i nvest ment nmanagenent contracts.

(d) Meetings.--The board shall hold at |east six regular
nmeeti ngs annual ly and any ot her neetings it deens necessary.

(e) Records.--The board shall keep a record of all its
proceedi ngs which shall be open to inspection by the public.

(f) Functions.--The board shall perform such other functions
as are required for the execution of this chapter.

(g) Performance of enployer duties.--In the event the
enpl oyer fails to conmply with the procedures as mandated in

section 8755 (relating to duties of enployers), the board shal
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performthose duties and bill such enployer for the cost
i ncurred.

(h) Regul ations and procedures.--The board shall, with the
advi ce of the General Counsel and the actuary, promnulgate rules
and regul ations for the uniformadm nistration of the system
The actuary shall approve in witing all conputational
procedures used in the calculation of contributions and benefits
prior to their application by the board.

(1) Data.--The board 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 conpl eted
wi thin six nonths of the close of each fiscal year

(j) Actuarial investigation and valuation.--The board shal
have the actuary nmake an annual val uation of the various
accounts within six nmonths of the close of each fiscal year. In
the fiscal year ending 1987 and in every fifth year thereafter,
t he board shall have the actuary conduct an actuari al
i nvestigation and eval uation of the system based on data
including the nortality, service and conpensati on experience
provi ded by the board annually during the preceding five years
concerning the participants and survivor annuitants. The board
shal | adopt such tables as are necessary for the actuari al
val uati on of the fund and cal cul ati on of contributions and
benefits based on the reports and reconmendati ons of the
actuary.

(k) Certification of enployer contributions.--The board
shall, each year, in addition to the item zed budget required
under subsection (c), certify to the enployers and the
Commonweal th, as a percentage of the participants' payroll, the

enpl oyers' contributions necessary for the funding of

19850S1157B1452 - 39 -



© 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

prospective benefits for participants and certify the rates and
anounts of the enployers' total contributions which shall be
paid to the fund. These certifications shall be regarded as
final and not subject to nodification by the Secretary of the
Budget .

(1) Conmonweal th paynents.--The board shall within 30 days
following the end of each quarter determ ne the anmobunt due to
the fund fromthe Commonweal th during that quarter and submt at
that time a requisition for the amount determ ned to be due from
t he Commonweal th to the State Treasurer.

(m Annual financial statenent.--The board shall prepare,
according to generally accepted accounting principles, and have
publ i shed on or before January 1 of each year, a financial
statenment as of the cal endar year ending June 30 of the previous
year showi ng the condition of the fund and the various accounts
and setting forth any other facts, recomrendati ons and data as
may be of use in the advancenent of know edge concerning
annuities and other benefits provided by this chapter. The board
shall submt the financial statenment to the Governor and nenbers
of the General Assenbly and shall nake copies available to the
enpl oyers for the use of the participants and the public.

(n) Independent annual audit.--The board shall provide for
an annual audit of the system by an independent certified public
account ant .

§ 8753. Duties of board to advise and report to enpl oyers and
parti ci pants.

(a) Manual of regulations.--The board shall, with the advice
of the General Counsel and the actuary, prepare and provide,
wi thin 90 days of the effective date of this chapter, a manua

incorporating rules and regul ations consistent with this chapter

19850S1157B1452 - 40 -



© 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

for the enployers who shall nmake the information contained in

t he manual avail able to the general menbership. The board shal
thereafter advise the enployers within 90 days of any changes in
the rules and regul ations due to changes in the |aw or due to
changes in admnistrative policies.

(b) Participant status statenents and certifications.--The
board shall furnish annually to each participant, on or before
Decenber 31, a statenent showing a certification of the nunber
of service credits and vesting credits and, in the case of a
participant eligible to receive an annuity, the benefit to which
he is entitled. In addition, the board shall request the
partici pant to make any necessary corrections or revisions
regardi ng his designated beneficiary. Each nmenber's statenent
shall be mailed to his home address and shall include a request
that the nmenber meke any necessary corrections or revisions
regardi ng his designated beneficiary, whose nane at the request
of the menber shall remain confidential and not appear on this
st at enent .

§ 8754. Duties of board regarding applications and el ections of
parti ci pants.

(a) Statenment to new participants.--As soon as practicable
after a person has becone an active participant in the system
the board shall issue a statenment certifying the aggregate
nunber of service credits and vesting credits credited to his
account based on previous service.

(b) Certification to vestees ternm nating service.--The board
shall certify to a vestee within one year of term nation of
school service of the participant:

(1) The nunber of service credits and vesting credits

credited to his account.
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(2) The maximumsingle life annuity to which the vestee
is entitled upon attainment of normal retirenent age and the
filing of an application for an annuity.

(c) Initial annuity paynment and certification.--The board

1

2

3

4

5 shall make the first nonthly paynment to a participant who is

6 eligible for an annuity within 60 days of the filing of his

7 application for an annuity and receipt of the required data from
8 the enployer. Concurrently, the board shall certify to the

9

parti ci pant:

10 (1) The nunber of service credits and vesting credits
11 ear ned.

12 (2) The final average salary on which the annuity is
13 based as well as any applicable reduction factors due to

14 early retirenent and el ection of an option.

15 (3) The total annuity payabl e under the option el ected.
16 (d) Death benefits.--Upon receipt of notification fromthe

17 enployer of the death of an active vested participant or a

18 vested participant on | eave without pay, the board shall advise
19 the designated beneficiary of the benefits to which he is

20 entitled and shall nake the first paynment to the beneficiary

21 within 60 days of receipt of certification of death and ot her
22 necessary data.

23 8§ 8755. Duties of enployers.

24 (a) Status of participants.--The enpl oyer shall, each nonth,
25 notify the board in a manner prescribed by the board of salary
26 changes effective during the past nonth, the date of al

27 renmovals fromthe payroll and the type of |eave of any

28 participants who have been renoved fromthe payroll for any tine
29 during that nonth, and:

30 (1) if the renoval is due to | eave w thout pay, the
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enpl oyer shall furnish the board with the date of begi nning

| eave, the date of return to service and the reason for

| eave;

(2) if the renoval is due to a transfer to another

enpl oyer, the former enployer shall furnish such enpl oyer and

the board with a conplete school service record, including

credited and creditabl e nonschool service; or

(3) if the renoval is due to termi nation of schoo
service, the enployer shall furnish the board with a conplete
school service record, including credited and creditable
nonschool service and, in the case of death of the

partici pant, the enployer shall so notify the board.

(b) Records and information.--At any tine at the request of
the board and at term nation of service of a participant, the
enpl oyer shall furnish service and conpensation records and any
ot her information the board requires and shall naintain and
preserve any records the board directs for the expeditious
di scharge of its duties.

(c) Application for participation by new enpl oyees. --Upon
t he assunption of duties of each new enpl oyee, the enpl oyer
shall cause an application for participation to be nmade by the
enpl oyee and filed with the board.

(d) Annual statenment to participants.--Annually, upon
recei pt fromthe board, the enployer shall furnish to each
partici pant the statenment specified in section 8753 (relating to
duties of board to advise and report to enpl oyers and
partici pants).

(e) Termnation of service.--The enpl oyer shall, in the case
of any participant term nating school service, advise the

participant in witing of any benefits to which he may be
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entitled under this chapter and, in the case of eligibility for
benefits, shall have the participant prepare, on or before the
date of term nation of school service, one of the follow ng two
forms, a copy of which shall be given to the participant and the
original of which shall be filed with the board:

(1) An election to vest his retirenent rights.

(2) An application for an i medi ate annuity.

(f) Date of application for benefits.--An application
properly executed and filed under subsection (e) with the
enpl oyer shall be deened to have been filed with the board on
the date filed with the enployer and in that case all required
data shall be furnished to the board inmediately.

§ 8756. Rights and duties of participants.

(a) Information on new participants.--Upon the assunption of
duties, each new active participant shall furnish the enpl oyer
with a conplete record of previous creditable service and proof
of his date of birth and current status in the system W]IIful
failure to provide the information required by this subsection
to the extent avail able upon entrance into the system shal
result in the forfeiture of the right of the participant to
subsequently assert any right to benefits based on any of the
required informati on which he failed to provide. In any case in
whi ch the board finds that a participant is receiving an annuity
based on false information, the annuity paynents shall be
suspended until one and one-half tinmes the total anount received
predi cated on the false informati on has been w thheld, after
whi ch the participant shall receive the benefits to which he is
legally entitl ed.

(b) Application for participation.--1n the case of a new

enpl oyee who is not currently a participant, the new enpl oyee
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shal | execute an application for participation.

(c) Application for contingent retirenent allowance. --An
active participant eligible for an inmediate retirenent
al l omance may file a contingent retirenent benefit application
under section 8734(a) (relating to death in active service).

(d) Termnation of service.--A participant who is eligible
for benefits and who term nates school service shall execute on
or before the date of termi nation of service the appropriate
application, duly attested by the participant or his legally
constituted representative, electing to do either of the
fol | ow ng:

(1) Vest his retirenent rights.
(2) Receive an imediate annuity.

(e) Vesting of retirenment rights.--A participant who el ects
to vest his retirenment rights shall nom nate a beneficiary by
witten designation filed with the board.

(f) Vestees attaining normal retirenent age.--Upon
attai nment of normal retirenent age, a vestee shall execute and
file an application for an annuity. An application filed within
90 days after attaining nornmal retirenment age shall be effective
as of the date of attainment of normal retirenent age. An
application filed after that period shall be effective as of the
date it is filed with the board.

(g) Failure to apply for annuity.--If a participant is
eligible to receive an annuity and does not file a proper
application within 90 days of term nation of service, the
annuity will becone effective as of the date the application is
filed with the board or the date designated on the application,
whi chever is later.

(h) Nom nation of beneficiary or survivor annuitant.--A
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participant who is eligible and elects to receive a reduced
annuity under the ten-year termcertain and continuous annuity,
actuarially reduced joint and 100% survi vor annuity or
actuarially reduced joint and 50% survivor annuity shal
nom nate a beneficiary or a survivor annuitant, as the case may
be, by witten designation filed with the board at the tine of
his retirement. A participant who has elected the ten-year term
certain and continuous annuity may change hi s designated
beneficiary at any tinme. A participant having designated a
survivor annuitant at the tinme of retirenment shall not be
permtted to nom nate a new survivor annuitant unless the
desi gnat ed survivor annuitant dies, the designated survivor
annui t ant becones divorced fromthe participant or the retiree
beconmes married subsequent to the effective date of retirenent.
In these 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 the annuity reconputed to be actuarially equival ent
as of the date of reconmputation to the annuity in effect
i medi ately prior to the reconputation. Should an annuit ant
el ect a new survivor annuitant, the change and the appropriate
adjustnment in annuity paynents shall be effective in accordance
with section 8733(c) (relating to optional paynent plans). In no
ot her case shall a benefit plan be changed by an annuitant.
SUBCHAPTER F
PUBLI C SCHOOL EMPLOYEES' RETI REMENT TRUST FUND
AND ACCOUNTS

Sec.
8761. Public School Enployees' Retirenment Trust Fund.
8762. Fund accounting in general.

8763. Managenent of fund and accounts.
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8764. Investnent in general.

8765. Investnent in corporate stocks.

8766. Investnent in real estate and nortgages.

8767. Single deposit investnment account for transfer
parti ci pants.

§ 8761. Public School Enployees' Retirement Trust Fund.

(a) GCeneral rule.--There shall be established in the State
Treasury the Public School Enployees' Retirenment Trust Fund
whi ch shall consist of the total conbined assets, liabilities
and reserve accounts for the plan established under this
chapter.

(b) Receipts and di sbursenments.--All receipts of the plan
shall be paid into the fund and all disbursenents of the plan
shall be made fromthe fund.

§ 8762. Fund accounting in general.

The board will account for the fund in accordance with
general ly accepted accounting principles in order to nmaintain
accountability for the plan. The board may establish accounts
within the fund as necessary for the inplenentation of the
specific plans. The board will maintain the necessary | edger
accounts to segregate properly the contributions, expenses and
reserves of the plan and to provide adequate actuarial data,

i nvest ment managenent information and appropriate asset and
liability transfers within the plan.
§ 8763. Managenent of fund and accounts.

(a) Control and managenent of fund.--The nenbers of the
board shall be the trustees of the Public School Enployees’
Retirement Trust Fund and shall have exclusive control and
managenent of the fund.

(b) Custodian of fund.--The State Treasurer shall be the
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cust odi an of the fund.

(c) Paynments fromfund.--Al paynents fromthe fund shall be
made by the State Treasurer in accordance with requisitions
signed by the secretary of the board, or his designee, and
ratified by resolution of the board.

(d) Fiduciary status of board.--The nmenbers, enployees and
agents of the board shall stand in a fiduciary relationship to
the participants of the systemregarding the investnents and
di sbursenents of any of the noneys of the fund and shall not
profit either directly or indirectly with respect thereto.

(e) Nane for transacting business.--By the nanme of the
Publ i ¢ School Enpl oyees' Retirenent System of 1985 all of the
busi ness of the systemshall be transacted, the Public School
Enpl oyees' Retirement Trust Fund invested, all requisitions for
noney drawn and paynents made and all of its cash and securities
and ot her property shall be held, except that, any other law to
the contrary notw t hstandi ng, the board may establish a noni nee
regi stration 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 chapter.

(f) Deposits in banks and trust conpanies.--For the purpose
of neeting disbursenments 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 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
i ncorporated by any | aw of this Comronweal th. The banks or trust
conpani es shall furnish adequate security for the deposit and

the sum deposited in any one bank or trust conpany shall not
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exceed 25% of the paid-up capital and surplus of the bank or
trust conpany.
§ 8764. Investnents in general.

(a) GCeneral rule.--The board shall have full power to invest
the fund, subject, however, to the exercise of that degree of
judgnment, skill and care under the circunstances then prevailing
whi ch persons of prudence, discretion and intelligence, who are
famliar with such matters, exercise in the managenent of their
own affairs not in regard to speculation, but in regard to the
per manent disposition of the funds, considering the probable
income to be derived therefromas well as the probable safety of
their capital, and further subject to all the terns, conditions,
l[imtations and restrictions inposed by this chapter or other
| aw upon t he maki ng of investnents.

(b) Investnent in Federal obligations.--Regardless of any
ot her provision of |aw, obligations of the Federal Governnent
and its agencies shall be authorized investnents of the fund.

(c) Investnents not specifically authorized. --Regardl ess of
any limtations, conditions or restrictions inposed on the
maki ng of investnents by this chapter or other |aw, the board
may, at its discretion, invest a maxi mum of 10% of the cost
val ue of the assets of the fund in any investnments not otherw se
specifically authorized, provided that the investnents are made
with the exercise of that degree of judgnment, skill and care
under the circunstances then prevailing which persons of
prudence, discretion and intelligence, who are famliar with
such matters, exercise in the nmanagenent of their own affairs
not in regard to speculation, but in regard to the permanent
di sposition of the funds, considering the probable inconme to be

derived therefromas well as the probable safety of their
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capi tal

(d) Investnents to pronote enploynment in Conmonweal t h. --The
board shall, when possible and consistent with the ternms,
conditions, limtations, responsibilities and restrictions
i nposed by this chapter or other law, invest in any project or
busi ness whi ch pronotes enploynent of residents of this
Conmonweal t h.

(e) Transactions involving securities and noneys. - - Subj ect
to like terms, conditions, |imtations and restrictions, the
trustees shall have the power to hold, purchase, sell, |end,
assign, transfer or dispose of any of the securities and
i nvestments in which any of the noneys in the fund shall have
been invested as well as of the proceeds of the investnents and
of any noneys bel onging to the fund.

§ 8765. Investnent in corporate stocks.

(a) GCeneral rule.--Preferred and common stock of any
corporation organi zed under the laws of the United States or of
any comonweal th or state thereof or of the District of Col unbia
and preferred and common stock of any corporati on whose shares
are traded in United States dollars on the New York Stock
Exchange shall be authorized investnents of the fund, regardl ess
of any other provision of |aw provided, subject to the
fol | ow ng:

(1) No investnent in common stock nmay be nade which at
that tinme would case the cost value of the investnents in
conmon stock to exceed 50% of the cost value of the total
assets of the fund.

(2) The anmount invested in the common stock of any one
conpany may not exceed at cost 2% of the cost value of the

assets of the fund at the tinme of purchase and shall not
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exceed 5% of the nunber of issued and outstandi ng conmon

stock shares of that conpany.

(3) No investnent in the stock of corporations not
organi zed under the laws of the United States or of any
commonweal th or state thereof or of the District of Colunbia
may be nmade which woul d cause the cost val ue of the
i nvestnment to exceed 5% of the cost value of the total assets
of the fund.

(4) No sale or other liquidation of any investnent may
be required solely because of any change in nmarket val ues
wher eby the percentages of stocks set forth in paragraph (1),
(2) or (3) are exceeded.

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

"Common stock." Includes the stock certificates,
certificates of beneficial interests or trust participation
certificates issued by any corporation or unincorporated
associ ation included under the definition of corporation.

"Corporation.” Includes a voluntary association, a joint-
stock association or conpany, a business trust, a Massachusetts
trust, a comon-law trust and any other organi zati on organi zed
and existing for any |awful purpose and which, |like a
corporation, continues to exist, notwthstandi ng changes in the
personnel of its menbers or participants and conducts its
affairs through a commttee, a board or some other group acting
in a representative capacity.

§ 8766. Investnment in real estate and nortgages.
(a) GCeneral rule.--Real estate subject to a | ease to one or

nore financially responsible tenants, which | ease shall not
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require managerial responsibility by the board, and bonds, notes
and deeds of trust of individuals or corporations secured by
nortgages on real estate located in any state, district or
territory of the United States shall be an authorized investnent
of the fund regardl ess of any other provision of |aw. The board
shall promulgate regulations to inplenent this subsection to
insure the safety of investnents nade under this subsection

whi ch regul ati ons shall be in accordance with generally accepted
standards and i nvestnent principles for pension funds of
conparabl e size. Al instrunents, transfers of interest and
records pertaining to real estate, nortgages or bonds invested
in by the board shall be open to public inspection. Reports as
requested by the board shall be submtted on all real estate and
nort gage i nvestnments by investnent advisors.

(b) Institutional real estate.--Institutional real estate
funds shall be an authorized investnment of the fund, but no
i nvestment shall be nade which, at the tinme of purchase, would
cause the cost value of the investnents to exceed 15% of the
cost value of the total assets of the fund.

8§ 8767. Single deposit investnent account for transfer
parti ci pants.

(a) Establishnent.--The board shall through contract with a
private carrier establish a single deposit investnent account
for those nenbers of the system established by Subpart A
(relating to Public School Enployees' Retirement Code of 1975)
who elect to transfer to the system established by this chapter
and further elect to have their accunul ated deductions or a
portion thereof deposited in the separate deferral account. The
singl e deposit investnent account shall be an investnent vehicle

solely intended to hold the accunul at ed deductions deferred in
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accordance with transfer participants' w shes. The objectives of
establishing this single deposit investnent account are to:

(1) Allow each nenber the opportunity to defer the tax
consequences that would result if the nmenber were to el ect a
refund of the nenber's accunul ated deduction bal ance.

(2) Provide a guarantee of principal with respect to the
anounts deferred to the single deposit investnent account.

(3) Allowfor paynent in a lunp sumor in installnments
at the tinme of distribution.

(b) Duration and tine for distribution.--The single deposit
i nvestment account shall be open for a period of three years
fromthe effective date of this chapter. The contract shal
provi de that anounts deferred to the single deposit investnent
account shall be distributed to participants upon the occurrence
of any of the follow ng:

(1) Termnation of enploynment as a public school
enpl oyee.

(2) Disability.

(3) Death.

(4) Retirenment.

(c) Amount and net hod of distribution.--The anount paid to
the participant will be the anmount directed to the single
deposit investnent account plus all interest credited to the
account fromthe date of deposit to the date of distribution. In
the event of the participant's death, the anbunt will be paid to
the participant's named beneficiary. The contract shall provide
that upon term nation of school enploynment for any reason a
partici pant who has deferred his accumul ated deductions in this
singl e deposit investnent account shall be eligible to elect to

receive a distribution of his account under one of the follow ng
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(1) A lunp sum paynent.

(2) Alife annuity payable to the participant throughout
his lifetime with all paynents to cease at death

(3) An actuarially reduced ten-year certain and
continuous annuity payable to the retired participant

t hroughout his lifetine with paynents guaranteed to be paid

to the participant or to his designated beneficiary for a

period of ten years fromthe effective date of the begi nning

of the distribution. In the event the participant receives
paynent for ten years or nore, paynents will continue for his
lifetine and will cease at death.
(4) An actuarially reduced joint and 100% survi vor
annuity.
(5) An actuarially reduced joint and 50% survi vor
annuity.
SUBCHAPTER G
CONTRI BUTI ONS
Sec.
8771. Contributions by Cormonweal th and ot her enpl oyers.
8772. Actuarial cost nethod.
8773. Appropriations and assessnents by Conmonweal t h.
§ 8771. Contributions by Commonweal th and ot her enpl oyers.

(a) Conmonweal th contributions.--The Conmonweal th shal |l make
contributions to the fund on behalf of all active participants
in an anount equal to one-half the anount certified by the board
as necessary to provide annuity reserves on account of
prospective annuities in accordance with the actuarial cost
nmet hod provided in section 8772 (relating to actuarial cost

nmet hod) .
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(b) Contributions by enployers.--Each enpl oyer, including
t he Commonweal th as enpl oyer of enployees of the Departnent of
Education, State-owned universities, Thaddeus Stevens Trade
School, Pennsylvania State Oral School for the Deaf, Scotland
School for Veterans' Children and The Pennsylvania State
Uni versity, shall make paynents to the fund each quarter in an
anount equal to one-half the sum of the percentages, as
determ ned under section 8772, applied to the total conpensation
during the pay periods in the preceding quarter of all its
enpl oyees who were nenbers of the system during such period.

(c) Deduction fromappropriations.--To facilitate the
paynent of anmounts due from any enpl oyer to the fund through the
State Treasurer and to permt the exchange of credits between
the State Treasurer and any enpl oyer, the Secretary of Education
and the State Treasurer shall cause to be deducted and paid into
the fund fromthe anount of any noneys due to any enpl oyer on
account of any appropriation for schools or other purposes such
anount due to the fund as certified by the board and as remains
unpai d on the date such appropriations woul d ot herw se be paid
to the enployer, and such anmount shall be credited to the
enpl oyer's account in the fund.

§ 8772. Actuarial cost method.

(a) Total enployer contribution rate.--The Commonweal th and
ot her enpl oyer contributions on behalf of all active
partici pants shall be conmputed by the actuary as a percentage of
the total conpensation of all active participants during the
period for which the anobunt is determ ned and shall be so
certified by the board. The total enployer contribution rate on
behal f of all active participants shall consist of the enployer

normal contribution rate and the accrued liability contribution
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rate.

(b) Enployer normal contribution.--The enpl oyer normal
contribution shall be determ ned after each actuarial valuation
on the basis of the interest rates and nortality and ot her
t abl es adopted by the board.

(c) Enployer normal contribution rate.--The enpl oyer nornal
contribution rate shall be determ ned as a | evel percentage of
t he conpensation of participants utilizing the entry age
actuarial cost nmethod. This is a nmethod under which the
actuarial present value of the projected benefits of each
i ndi vidual included in an actuarial valuation is allocated on a
| evel basis over the earnings of the individual between entry
age and assuned retirenment age. The portion of the actuari al
present value allocated to a valuation year is called the nornmal
cost. The portion of the actuarial present val ue not provided
for at a valuation date by the actuarial present value of future
normal costs is called the actuarial accrued liability.

(d) Accrued liability contribution rate.--The accrued
l[iability contribution rate shall be the sum of the follow ng:

(1) A 30-year level dollar anortization paynent of the
unfunded actuarial accrued liability as of the Decenber 31
next follow ng the date of enactnment of this chapter.

(2) A 20-year level dollar anortization paynent on any
increnment in the unfunded actuarial accrued liability
attributable to a change in the actuarial assunptions or to a
nodi fication in the benefit plan applicable to active
parti ci pants.

(3) A 10-year level dollar anortization paynent in any
increnent in the unfunded actuarial accrued liability

attributable to a nodification other than that provided by
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section 8736 (relating to automatic cost-of-1iving

adjustnents) in the benefit plan applicable to retired

partici pants and the benefit recipients.

(4) A 15-year level dollar anortization paynent (credit)
on any net unfunded actuarial accrued liability attributable
to an actuarial experience |oss (gain).

8§ 8773. Appropriations and assessnents by Commonweal t h.

(a) Annual subm ssion of budget.--The board shall prepare
and submt annually an item zed budget consisting of the anounts
necessary to be appropriated by the Conmonweal th out of the
CGeneral Fund and the special operating funds and the amounts to
be assessed the other enployers required to neet the obligations
accruing during the fiscal period beginning July 1 of the
foll ow ng year

(b) Appropriations and paynents.--The General Assenbly shal
make appropriations sufficient to provide for the obligations of
t he Commonweal t h. These anpbunts shall be paid by the State
Treasurer through the Departnent of Revenue into the fund in
accordance with requisitions presented by the board.

SUBCHAPTER H

M SCELLANEQUS PROVI SI ONS

Sec.
8781. State guarantee.
8782. Taxation, attachnent and assi gnnent of funds.
8783. Fraud and adjustnent of errors.
8784. Construction of chapter.
§ 8781. State guarantee.

The mai nt enance of reserves in the fund and the paynent of
all annuities and other benefits granted by the board under this

chapter are hereby made obligations of the Commonweal th. Al
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i ncome, interest and dividends derived from deposits and

i nvestnments authorized by this chapter shall be used for the
paynment of the obligations of the Commonwealth.

§ 8782. Taxation, attachnent and assi gnnment of funds.

(a) GCeneral rule.--The right of a person to any benefit or
right accrued or accruing under this chapter is hereby exenpt
fromany State or municipal tax, |levy and sale, garnishnment,
attachnment, spouse's election or any other process whatsoever
and shall be unassignable, but may be subject to a set-off by or
assignment to the enployer in the case of a participant who is
term nating school service and is eligible for a benefit and has
been determned to be obligated to the Comopnweal th for the
repaynent of noney owed on account of his enploynent.

(b) Authorized paynents.--In the case of participant who is
term nating service, the board is authorized to pay fromthe
participant's benefit entitlenent the anmount determ ned after
certification by the enployer that the participant is so
obligated and after review and approval by the enployer or his
| egal representative or upon receipt of an assignnent fromthe
participant in the anount so certifi ed.

§ 8783. Fraud and adjustnent of errors.

(a) Penalty for fraud.--A person who know ngly makes any
false statement or falsifies or permts to be falsified any
record or records of the systemin an attenpt to defraud the
systemas a result of the act conmts a m sdeneanor of the
second degr ee.

(b) Adjustnent of errors.--Should any change or m stake in
records result in any participant, beneficiary or survivor
annuitant receiving fromthe systemnore or |ess than he woul d

have been entitled to receive had the records been correct, then
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regardl ess of the intentional or unintentional nature of the
error and upon the discovery of the error, the board shal
correct the error and so far as practicable adjust the paynents
whi ch nmay be nade for and to the person in a manner that the
actuarial equivalent of the benefit to which he was correctly
entitled shall be paid.

§ 8784. Construction of chapter.

The pension rights of participants shall be determ ned solely
by this chapter or any amendnent thereto, and no collective
bar gai ni ng agreenent between the Commonweal th or any nenber
enpl oyer and their enpl oyees shall be construed to change any of
the provisions of this chapter.

Section 7. This act shall take effect January 1, April 1
July 1 or Cctober 1 which next follows the date of final

enact nent by nore than 120 days.
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