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To the Honorable, the Senate
of the Commonwealth of Pennsylvania:

Thave before me Senate Bill 309, Printer’s No.1187, which amends the Public
School Employees’ Retirement Code: to provide for creditable nonschool service
for individuals with service in the Cadet Nurse Corps and the Peace Corps; to
extend the filing date for limited early retirement; and to create an.exception to the
termination of annuities under the system.

The 15-day extension, to July 15, 1999, of the application deadline for early
retirement for school employees with 30 or more years of credited service is
reasonable in order to allow certain teachers who have fallen a few days short of
30 years under the current deadline to take advantage of the program. However,
the bill creates several unrelated precedents which could prove detrimentat tothe
School Employees’ Retirement System (PSERS).

First, Senate Bill 309 reduces from two years to one year the minimum
amount of service Cadet Nurse Corps members need to be eligible to purchase
service credit. In addition, since the adoption of Act 23 of 1991, active members
and retirees who retired after December 31, 1988, have been able to purchase. this
credit. The bill restricts the Cadet Nurse Corps purchase option to individuals
retiring between January 1, 1984, and September 1, 1988. The reason for this
restriction is not clear. While it is unusual to permit certin classes of retirees to
purchase service credit, it is even more unusual to limit the purchase to only
certain members of that class. This restriction may impair the contract of those
active members and retirees who are currently eligible to purchase the Cadet Nurse
Corps credit, but have not yet done so.

Senate Bill 309 permits an active member or multiple service member to
purchase up to two years of service credit for nonschool service as a Peace Corps
volunteer. The purchase must be made within three years of the effective date of
Senate Bill 309 or within three years of entry into school service subsequent-to-the
Peace Corps service, whichever is later. While I am supportive of recognizing
service in the Peace Corps, the bill provides no alternative method for the purchase
of that service. Therefore, the employee is likely to pay less than the full actuarial
cost of the increased benefit acquired through the purchase, resulting in an
increase in the unfunded liability of PSERS and an unfairness with-respectto other
members with eligible nonschool service who must pay the full actuarial costs to
purchase that service.

Senate Bill 309 also permits an annuitant to be employed by aschool district,
intermediate unit or area vocational school as a coach, director or sponsor of a
school activity under a separate contract without cessation of annuity payments or
forfeiture of the 10% retirement incentive if the contract specifies that no service
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credit would be earned in the PSERS and no contributions are made to PSERS by
the retiree, the public school employer or the Commonwealth for work provided
under the contract.

Finally, Senate Bill 309 permits an annuitant to be employed by a school
district, intermediate unit or area vocational-technical school on a less-than-full-
time basis as an instructor or administrator of an adult education or basic
literacy education program without cessation of annuity payments or forfeiture of
the 10% retirement incentive if the contract specifies that no service credit would
be earned in the PSERS and no contributions are made by the annuitant, the public
school or the Commonwealth for work provided under the contract.

These provisions would allow those who took early retirement incentives to
be reemployed to perform the same services or part of those services. This is
inconsistent with the goal of early retirement, which is the reduction of
complement.

The Public School Employees’ Retirement Code has consistently expressed
that, except in emergencies, a retiree returning to school or State service ceases to
receive a pension and must become an active, contributing member of the system.
Authorizing a retiree to return indefinitely to school service in a nonemergency
situation is fundamental change that permits a retiree to receive supplemental
retirement income from the same employer that provided the additional incentive
to retire.

These provisions establish a lack of uniformity in the system as they apply
only to those retirees returning to service to perform services in a specified
position. Annuitants returning to perform other school service would remain
subject to cessation of their pensions and forfeiture of 10% of the retirement
incentive. '

Such a program would provide a strong inducement for employees to retire
early who would not otherwise choose to retire. Employees are given incentives to
- retire early, with substantial replacement of their current income. Senate Bill 309
would then provide additional compensation to work in part-time positions after
retirement. This creates the strong potential for higher total income for lower work
commitments. It is difficult at this time to quantify the additional cost-that might
result under this proposal.

Because of lack of uniformity, possible impairment of contract and related
uncertainties and inequities created by the various proposals contained in Senate
Bill 309, I am hereby returning Senate Bill 309 without my signature.

THOMAS J. RIDGE




