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COMMONWEALTH OF PENNSYLVANIA
PUBLIC EMPLOYEE RETIREMENT COMMISSION

P. O. BOX 1429, HARRISBURG, PA   17105-1429

March 2006

To:  Members of the Pennsylvania General Assembly 

The attached report was prepared by the Commission in response to House
Resolution Number 161, which was adopted by the House of Representatives on
September 27, 2005 (and amended by House Resolution Number 516).  The
resolution directed the Commission to undertake a study of issues related to the
provision of Commonwealth-subsidized retiree healthcare benefits to the spouses of
deceased, retired Commonwealth employees who were members of the State
Employees’ Retirement System (SERS) and who had participated in the Common-
wealth’s Retired Employee Health Program (REHP).

The report contains a discussion of the REHP, including current program
benefits, administration and financing, presents the Commission’s findings on the
potential cost impact of extending eligibility for subsidized healthcare benefits to
spouse beneficiaries through the REHP, and addresses associated implementation
and funding issues.  Finally, the report provides topical discussions and recommenda-
tions pertaining to the benefit extension proposed by House Resolution Number 161.
 

On behalf of the Commission, I am pleased to submit this report for your review
and consideration.  The Commission is hopeful that you will find the report to be
informative and useful in your deliberations on this important issue. 

Sincerely,

Paul D. Halliwell
Chairman
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The Public Employee Retirement Commission was established by Act 66 of
1981 to conduct actuarial and policy analyses of proposed legislation affecting public
employee retirement systems in the Commonwealth, to administer the actuarial
reporting and funding requirements for municipal pension plans, to study the
Commonwealth’s public employee retirement system operations and policies on an
ongoing basis, and to formulate and recommend necessary legislative remedies in
matters of public pension policy. 

On September 27, 2005, the Pennsylvania House of Representatives adopted
House Resolution Number 161, which directed the Public Employee Retirement
Commission to study and provide the House of Representatives with information on
the issues involved in providing Commonwealth-subsidized retiree healthcare benefits
to the spouses of deceased, retired Commonwealth employees who were members
of the State Employees’ Retirement System and who had participated in the
Commonwealth’s Retired Employee Health Program (REHP).  This report was
prepared in response to that resolution.  The report contains a description of the
current benefits, administration and funding of the REHP, presents the Commission’s
findings on the potential cost impact of extending eligibility for subsidized healthcare
benefits to spouse beneficiaries through the REHP, and addresses associated
implementation and funding issues. Finally, the report provides topical discussions
and recommendations pertaining to the benefit extension proposed by House
Resolution Number 161.  

The Commission wishes to express its sincere appreciation to the Pennsylva-
nia Employees Benefit Trust Fund, the Governor’s Office of Administration, the State
Employees’ Retirement System, and to the other organizations and individuals that
contributed to the production of this report. 

INTRODUCTION
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House Resolution Number 161 directed the Public Employee Retirement Commission to study
and report on the feasability of providing State funding for medical insurance for surviving
spouses of deceased employees who are both members of the State Employees' Retirement
System (SERS) and eligible to participate in the Retired Employee Health Program (REHP).

Retired Employee Health Program

The REHP is administered by the Governor’s Office of Administration and SERS.  Unlike active
employee health benefits, which are set by the Board of Trustees of the Public Employees
Benefit Trust Fund, the Governor and his Executive Board have overall responsibility for
policy and benefit structure relating to the REHP.  

Eligibility for the Commonwealth's REHP is based upon years of credited service and/or age
at retirement.  The eligibility criteria and associated premiums are not established by statute,
but are subject to Executive discretion and the collective bargaining process.  Retiring
Commonwealth employees must meet certain conditions to qualify for REHP premium
assistance, and the level of Commonwealth-subsidized premium assistance varies depending
primarily on the retiree’s date of retirement, age at retirement and years of credited service.

Under current law, any Commonwealth-subsidized premium assistance for postretirement
healthcare coverage ceases upon the death of an REHP participating retiree.  Following the
death of a covered SERS retiree, an eligible surviving spouse may continue to participate in
the REHP, but must pay the full amount of the applicable premium to maintain the
healthcare coverage in effect under the REHP at the time of the retiree’s death. 

Projected Cost Impact

The funding requirements for REHP benefits are determined annually and based upon
projected aggregate costs.  The calculation of the contribution rate to be charged to
participating employers is designed to include all healthcare and administrative costs for the
upcoming fiscal year plus a reserve equal to 25% of expected expenditures for that fiscal year.
Significant additional funding will be required to extend Commonwealth-subsidized
healthcare to survivor spouses of retirees, whether the current pay-as-you-go funding system
is maintained or an actuarial funding system is adopted:

EXECUTIVE SUMMARY
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• Pay-As-You-Go Funding: $20.5 million in 2006
$101 million in 2016

• Actuarial Funding: $204 million per year
$3 billion increase in actuarial accrued liability

Legal, Eligibility and Administrative Considerations

Article III, § 26 of the Pennsylvania Constitution forbids the granting of “extra compensation
. . . after services have been rendered,” except for increases in “retirement allowances or
pensions of members of a retirement or pension system.”  Official Opinion of the Attorney
General No. 24 of 1978 and subsequent court decisions have found that the authority to
provide medical insurance to governmental employees and their dependents extends to future
retired employees and their dependents.  However, the extension of healthcare coverage to the
spouses of currently retired or deceased members may not be permissible.

Not all State retirees participate in the SERS, nor do they all participate in the REHP.  Some
participate in one but not the other, and some participate in neither.  While the General
Assembly may restrict the extension of benefits to any reasonable class, the Commission
believes that it is important to identify those who could receive the benefit enhancement
contemplated by House Resolution Number 161, and those who could not.

Because the administrative structure for the continuation of healthcare benefits for surviving
spouses through the REHP already exists, no change will be needed to implement
Commonwealth subsidies.

Commission Recommendations

• The Commission recommends that the General Assembly carefully consider the
fiscal impact to the Commonwealth of providing the proposed benefit extension.

• The Commission recommends that, prior to the introduction of any legislation
providing Commonwealth-subsidized healthcare to the surviving spouses of
current or deceased retirees, the General Assembly investigate the constitutional-
ity and legal implications of such legislative action. 

• The Commission recommends that any legislation providing Commonwealth-
subsidized healthcare to surviving spouses preserve the established administra-
tive arrangement for providing such benefits pursuant to existing laws through the
coordinated efforts of the SERS and the Governor’s Office of Administration.

• The Commission recommends that, prior to the introduction of legislation
mandating the provision of Commonwealth-subsidized healthcare to surviving
spouses, the General Assembly should consider the policy rationale for, and
potential consequences of, excluding certain groups of Commonwealth employees
from eligibility for the proposed benefit extension based solely upon membership
in the SERS and employment by a REHP participating entity. 
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RETIRED EMPLOYEE HEALTH PROGRAM
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Synopsis

The provision of subsidized healthcare benefits to both active employees and retirees has
been a long standing practice of the Commonwealth.  The genesis of what is now referred
to as the Retired Employee Health Program (REHP) is Act 274 of 1931, which first
authorized the Commonwealth to provide health coverage and to pay the premium on
behalf of active employees (although actual monetary contributions did not begin until
1966, with a four dollar monthly payment).  In 1963, Act 518 permitted retiring
employees to convert their active employee Blue Cross/Blue Shield healthcare benefit to
postretirement coverage.  Act 227 of 1965 permitted retirees already on annuity to enroll
or re-enroll in health coverage.  Act 255-A Supplemental Appropriation of 1976 provided
additional monies for payment of the cost of medical and hospital insurance for
Commonwealth retirees.  And it was also in 1976 that the REHP was redesigned to its
modern framework.  In that year, Executive Board Resolution #MGT-CB-6-315, for the
first time, authorized fully State-paid postretirement medical coverage for the majority of
Commonwealth retirees, effective January 1, 1977. This was a major enhancement
compared with previous subsidies, which had taken the form of nominal fixed-dollar
amounts (a maximum of $10 in 1974).  Eligibility criteria for fully State-paid coverage
were: the attainment of normal retirement age (age 60 for most members of the State
Employees' Retirement System) with at least five years of service; any age with 25 years
of service; or disability retirement.  The service requirements for State-paid benefits at
normal retirement age have gradually increased from five years, to ten years, to the
current fifteen years, and will increase to twenty years in 2008.  All disability retirees
continue to be eligible, as do employees who have attained 25 years of service with the
Commonwealth, regardless of age at retirement.  

The provision of fully State-paid postretirement healthcare was ended on July 1, 2005,
and was replaced by what is now referred to as majority State-paid healthcare.  Under
this new program, the Commonwealth continues to pay the majority of health coverage
costs for retirees who meet the current age and service eligibility criteria.  The retiree is
required to annually contribute an amount equal to one percent of the final base salary
that was earned by the employee in the year prior to retirement. 

RETIRED EMPLOYEE HEALTH PROGRAM
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Prior to 1991, postretirement healthcare was available only to retired employees.  Act 35
of 1991, and later Act 183 of 1992, permitted survivor spouses of employees or retirees
to elect or continue coverage under the REHP at their own expense.

The eligibility requirements for, and administration of, the REHP are set forth in
Commonwealth Management Directives 530.24 and 315.16, as amended.  These
management directives can be found in Appendix III of this report. 

Administration and Funding 

The REHP is administered by the Pennsylvania Employees Benefit Trust Fund (PEBTF)
through an administrative agreement with the Governor’s Office of Administration, under
which the PEBTF functions as a third party administrator.  (A brief description of the
PEBTF is provided in Appendix VI). The arrangement for that program requires that the
PEBTF invoice the Office of Administration monthly for the cost of claims and administra-
tive expenses, less other sources of income such as subscriber premiums and independ-
ent agency contributions.  The Commonwealth then reimburses the PEBTF for the net
costs.

Unlike active employee health benefits, which are set by the PEBTF Board of Trustees, the
Governor and his Executive Board have overall responsibility for policy and benefit
structure relating to the REHP.  In 2003, it was agreed through the collective bargaining
process that benefits provided under the REHP for employees retiring on or after July 1,
2004, would be identical to the benefits provided to active employees as determined from
time to time by the PEBTF Board of Trustees.  However, the Commonwealth asserts the
right to modify the REHP at any time, regardless of an employee’s date of retirement. 

The funding requirements for REHP benefits are determined annually on a fiscal year
basis by the Commonwealth based upon projected aggregate costs.  This information
provides the basis for the contributions required to fund the program and charged to
REHP participating employers. 

The cost projections for the REHP are prepared jointly by the Office of Administration and
the Office of the Budget, and with the assistance and review of an actuarial consulting
firm (Buck Consultants).  The Office of Administration’s Employee Benefits Division has
the primary responsibility for preparing the funding projections, using a methodology and
trends developed by the actuary.  The actuary performs a final review and approval of the
calculations.  The projections are primarily based on the experience of the REHP and
overall changes in the healthcare market.  The calculation of the contribution rate to be
charged to participating employers is designed to include all healthcare and administra-
tive costs for the upcoming fiscal year plus a reserve equal to 25% of expected expendi-
tures for that fiscal year.  Should experience prove less favorable than originally projected,



-5-

the reserve is available as a buffer.  The overall funding projection for the program is
divided by the total number of active employees who are eligible for medical/hospital
benefits, and hence will be eligible in the future for REHP benefits.  The resulting
contribution rate per active employee is assigned on a per-pay-period basis.  For example,
at present the Commonwealth is paying $240 biweekly per active employee and deposits
these sums into a restricted receipt account which is used to fund the REHP and hold the
25% reserve. 

The REHP provides healthcare benefits to eligible retirees through subcontracts with
independent, private sector health carriers, such as Capital Blue Cross, Highmark Blue
Shield, and various Health Maintenance Organizations (HMOs), Preferred Provider
Organizations (PPOs), and Medicare Advantage Plans.  These contracted health carriers
are responsible for the day-to-day administration and payment of the health claims
submitted by healthcare providers or retirees and dependents according to the contracted
plan provisions.  The REHP also pays Medicare Supplemental and Major Medical claims
for retirees who are eligible for and covered under the standard Medicare Parts A and B.

Eligibility and Enrollment 

The majority of State Employees’ Retirement System (SERS) members work for agencies
that participate in the Active Employees Health Program (AEHP) and the REHP, both of
which are administered by the PEBTF.  Retiring employees who are employed by a
participating agency may enroll in the REHP at the time of retirement if they are enrolled
or are eligible to enroll in the AEHP on their last day of employment.  Members of SERS
are enrolled in REHP by a SERS retirement counselor at the time of retirement.  A SERS
member who formally declines to participate in REHP at the time of termination from
State service is not permitted to enroll at a later date.  Likewise, a member who
discontinues participation in the program for any reason is barred from future re-
enrollment.  If, however, a member should return to active State service with a PEBTF
participating agency and again becomes eligible to enroll in the AEHP, the member may
become eligible to enroll in REHP upon subsequent re-retirement.

All Commonwealth agencies under the Governor’s jurisdiction are required to participate
in the REHP and certain independent agencies have the option of participating.  Following
is a list of SERS participating employers that currently participate in the REHP.  
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CHART I

LIST OF SERS PARTICIPATING EMPLOYERS 
THAT ALSO PARTICIPATE IN THE REHP 

Aging

Agriculture

Attorney General

Auditor General

Banking

Civil Service Commission

Community & Economic Development

Conservation & Natural Resources

Corrections

Education

Environmental Hearing Board

Environmental Protection

Executive Offices

Fish and Boat Commission

Game Commission

General Services

Governor's Office

Health 

Health Care Cost Containment Council

Historical and Museum Commission

Insurance

Labor and Industry

Liquor Control Board

Lt. Governor's Office

Military and Veterans Affairs

Milk Marketing Board

PA Emergency Management Agency

PA Gaming Control Board

PA Higher Education Assistance Agency

PA Infrastructure Investment Authority

PA Municipal Retirement System

PA Port Authority

PA Public TV Network Commission

PA State Police *

Probation and Parole Board

Public School Building Authority

Public School Employees' Retirement System

Public Utility Commission

Public Welfare

Revenue

Securities Commission

State

State Employees' Retirement System

State Ethics Commission

State System of Higher Education **

State Tax Equalization Board

Thaddeus Stevens College of Technology

Transportation

Treasury Department

* Pennsylvania State Police Officers have their own eligibility requirements and benefit levels that differ from
those for regular REHP members and which are set forth in their collective bargaining agreement.  Civilian
employees of the State Police have regular REHP benefits. 

** State System of Higher Education (SSHE) managers, faculty, administrators, and coaches in bargaining units
91, 92, O4, Q4, Q8, and U4 are in the SSHE education group, and do not participate in the REHP.  Other
employees of the SSHE may participate in the AEHP and the REHP. 
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Eligibility for Commonwealth-Subsidized REHP Premium Assistance 

For SERS members, eligibility for the Commonwealth's REHP is currently based upon
years of credited service in SERS and/or age at retirement.  The eligibility criteria and
associated premiums are not established by statute, but are subject to Executive
discretion and the collective bargaining process.  The Secretary of Administration and the
Governor's Executive Board are empowered to make all decisions regarding the benefits
to be provided, applicable deductibles, and co-payments payable by the retiree and any
eligible dependents.

Currently, retiring Commonwealth employees must meet one of the following conditions
to qualify for REHP premium assistance at either the Fully State-Paid or Majority State-
Paid with 1% Member Share levels.

1) Retirement at or after superannuation age (age 60 for most members,
depending upon class of service) with 15 or more years of credited service
(effective July 1, 2008, 20 or more years of credited service will be required); 

2) Retirement at any age with 25 or more years of credited service; or 

3) Disability retirement.

Additionally, an employee who was a participant in the AEHP and who leaves State service
and is eligible to receive a retirement benefit but chooses instead to vest that benefit and
defer receipt until a later date may become eligible for REHP enrollment at the time of the
former employee’s actual retirement.  To be eligible, a vestee must have met the eligibility
requirements for Commonwealth-subsidized REHP premium assistance effective on the
date of termination from State service.  For example, a vested member who terminates
service on or after July 1, 2008, must have either (1) had 25 or more years of credited
service at termination of State service or (2) had attained superannuation age and 20 or
more years of credited service at the time of termination from State service.

Subsidy Levels

There are currently three levels for Commonwealth-subsidized REHP premium assistance:

• Fully State-Paid – For members who retired prior to July 1, 2005, and who meet
the age and service requirements, the Commonwealth pays the full cost of the
REHP coverage for the retiree and any eligible dependents.
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• Majority State-Paid with 1% Member Share – For members retiring on or after July
1, 2005, who meet the age and service requirements, the Commonwealth pays the
REHP premium and the retiree must contribute a member share equal to one
percent of the member’s final base annual salary.  SERS deducts the member
share in equal monthly payments from the member's monthly retirement benefit.

• $5.00 State Payment – The Commonwealth pays a $5.00 monthly State premium
assistance payment for retiring members who do not meet the age and service
requirements for either fully or majority State-paid health benefits.  The retiree is
responsible for the remaining monthly premium amount. 

Duration of Premium Assistance

The Commonwealth will pay the applicable level of premium assistance for the retiree’s
lifetime.  Upon the death of the retiree, eligible dependents, including surviving spouses,
are no longer eligible to receive any subsidy from the Commonwealth.  In order to
continue coverage under the REHP, an eligible surviving spouse must pay the entire
premium for coverage.  Other dependents are not permitted to continue coverage in the
REHP except for COBRA extensions.

Benefit Plans Available

The 2006 benefit plans available under the REHP vary based upon the member's date of
retirement and location of residence within the Commonwealth.  Retirees who reside
outside the Commonwealth generally have access to an approved out-of-state PPO or
similar plan.  In addition to the health plan types listed below, there is a prescription drug
benefit.  There are separate prescription drug plans for State Police Officers.

CHART II

Available Health Plan Types

Retired before July 1, 2004 Retired on or after July 1, 2004

Non-Medicare
Eligible

Basic Option – Capital Blue Cross

Blue Cross PPO – Statewide PPO

Various HMOs

Blue Cross PPO – Statewide PPO

Various HMOs

Consumer Driven Health Plan

Comprehensive Major Medical Option –  
  Offered by Capital Blue Cross

Medicare 
Eligible

PEBTF Medicare Supplement

Medicare HMOs

PEBTF Medicare Supplement 

Medicare HMOs



1Technically, retirees cannot be compelled to enroll in Medicare. However, as a practical matter, REHP will not
pay for services that would otherwise be covered under Medicare.
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Medicare and the REHP

A REHP enrolled retiree is required to enroll in Medicare effective the first day of the
month that the retiree attains age 65.1  Upon enrollment, Medicare becomes the retiree’s
primary insurance and REHP becomes the secondary provider through a Medicare
Supplemental plan.  If a REHP enrolled retiree is awarded a Social Security disability,
Medicare enrollment is required within 24 months of the date of the award. Medicare-
covered retirees retain their REHP Major Medical coverage and prescription drug coverage.
Major Medical coverage continues after age 65, and a retiree may submit bills for payment
that were not completely paid by Medicare or Medicare Supplemental coverage. 

To prevent possible coverage gaps, enrollment in both Medicare Part A and Part B is
necessary.  Medicare Part A (Hospital Insurance) pays for hospital bills first.  After that,
REHP Medicare Supplemental coverage will pay the Medicare Part A 20% co-insurance
and hospital in-patient deductible.  Medicare Part B (Medical Insurance) pays for
physician services and visits after the member meets the applicable annual deductible.
After that, REHP Medicare Supplemental coverage pays the required 20% Medicare Part
B co-insurance. 

On July 1, 1992, the Commonwealth ceased paying for retiree benefits and services
ordinarily covered by Medicare Part B.  As a result, many retirees and dependents were
required to enroll in Medicare Part B after they were first eligible, which resulted in these
participants incurring a Medicare premium penalty.  To remedy this situation, the
General Assembly enacted legislation that provided funding (and continues to provide
funding) to pay the penalty amount assigned for the affected retirees and dependents. 

As an alternative to Medicare Supplemental coverage, Medicare-eligible retirees and
dependents have the option of enrolling in a Medicare Health Maintenance Organization
(MHMO) plan.  MHMOs provide comprehensive healthcare coverage by replacing both
Medicare and Medicare Supplemental coverage.  To qualify, the member must be enrolled
in both Medicare Parts A and B.  All claims, including prescription drug claims, are
handled by the MHMO plan.  In some cases, the MHMO plan may provide additional
benefits, including immunizations, routine dental and vision care, and hearing aids.

As an incentive for reducing the Commonwealth’s retiree health coverage costs, retirees
with Commonwealth-subsidized health insurance receive a monetary incentive for joining



2Interested parties should consult the 2006 rates contained in Appendix VII of this report.

3In addition to the spouse of a deceased retiree, the spouse of an active employee who is a vested (at least five
years of credited service) member of SERS and who dies in service (work or non-work related death) is also permitted
to continue coverage under the REHP. 
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an MHMO.  For retirees who pay their own health insurance premiums, joining an MHMO
generally results in reduced premium payments.2

Dependent REHP Conversion and Continuation of Coverage

A dependent’s loss of coverage may be due to the death of the retiree, divorce from the
retiree or, in the case of a dependent child, exceeding the age for which coverage is
provided.  Following notification of death, a retiree's dependents automatically receive one
or more healthcare coverage conversion notices from the PEBTF.  All conversion coverages
require premium payments by the dependents who elect the coverage. Following are
coverages for which dependents may be eligible:

• The Consolidated Omnibus Reconciliation Act 1986 (COBRA) provides temporary
group coverage for the spouse or other dependents who lose coverage due to a
qualifying event such as the retiree’s death, a divorce or, in the case of a dependent
child, exceeding the maximum age limit.  COBRA is only available when the spouse
or dependent has no other health insurance.  This temporary coverage may last up
to 36 months depending on the qualifying event. 

• Non-group Blue Cross/Blue Shield coverage is available to dependents who are not
Medicare eligible.

• Continuation of State group coverage is available only to the surviving spouse of
a deceased retiree pursuant to Act 183 of 1992.  This coverage continues the same
hospital and medical insurance benefits that the spouse had prior to the death of
the retiree. 

The Survivor Spouse Health Coverage Program

The current survivor spouse health coverage program was established pursuant to Act 35
of 1991, as amended by Act 183 of 1992, and enables the eligible surviving spouse of a
deceased retiree who was a REHP participant to continue coverage under the REHP.3

Under this program, the survivor spouse is ineligible to receive any Commonwealth
subsidy, and is instead responsible for payment of the full premium of the specific health
plan that was selected. Only survivor spouses who were covered as dependents under the
retiree’s REHP benefit plan are eligible. 



4Although COBRA coverage is always an option for a survivor spouse, in most cases there would be no
economic incentive for a survivor spouse of a retiree to enroll in COBRA instead of electing continuation of coverage
through the REHP, because PEBTF charges the survivor spouse who enrolls in COBRA 102% of the cost for the
applicable employee group health plan. The exception would be a survivor spouse who is ineligible for REHP enrollment.
This would include a survivor spouse of an active employee who died in service prior to vesting (five years of service
credit) with SERS (unless the death was work-related), or the survivor spouse of an active employee who was not a SERS
member, unless the death was work-related. 

5See the SERS Administrative Procedures Governing the Survivor Spouse Health Program in Appendix V.
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Prior to 1991, the survivor spouse of a deceased retiree who had been covered as a
dependent in the REHP had no right to continue as a participant in the REHP after the
death of the retiree.  The first successful attempt to permit surviving spouses to continue
REHP participation occurred with the enactment of Act 35 of 1991.  Section 8 of Act 35
amended the Administrative Code of 1929 by adding a new Section 529, entitled “Medical
Insurance Coverage for Survivor Spouses of Annuitants,” which permitted the spouses
of retirees who died subsequent to October 13, 1991, to continue coverage under the
REHP at their own expense.  Partly because Act 35 was interpreted to be applicable on
a prospective basis only (the surviving spouse of a retiree who died prior to October 14,
1991, would be ineligible to participate), Act 35 was extensively amended by Act 183 of
1992, through which all spouses who were covered under the REHP prior to the death of
the covered retiree, regardless of the date of the retiree’s death, would be eligible to
continue coverage through the REHP.  

The current program is administered primarily by SERS pursuant to Act 183 of 1992, in
coordination with the Office of Administration, the PEBTF and its various subcontracted
healthcare providers.  At the time of the retiree’s death, the survivor spouse is given the
option to elect survivor spouse or COBRA coverage.4  Since Act 183 did not specify a time
frame for electing coverage, survivor spouses who elect COBRA coverage or who simply
delay making a decision may elect coverage months or years after the retiree’s death.  The
only time a survivor spouse may not elect coverage is if coverage was formally declined.
Due to the potential for adverse selection, the Commonwealth does not permit anyone
(retiree or survivor spouse) to enroll or re-enroll in the REHP (except under special
circumstances) once coverage has been declined.  A survivor spouse electing coverage
under the survivor spouse program is responsible for paying the full premium at the
group rate of the specific healthcare plan (PPO, HMO, etc.) selected.  Payment is deducted
in whole or in part from any Commonwealth (SERS) pension benefit paid to the survivor
spouse.  If the survivor spouse does not have a pension benefit through SERS or the
pension is insufficient to cover the premium, the survivor spouse is billed for any
premium deficiency for the full cost of the coverage by the PEBTF.5





PART II

PROJECTED COST IMPACT
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Purpose and Scope of Analysis

House Resolution Number 161 directed the Commission to prepare a study on the
feasibility and practicability of providing State premium assistance to surviving spouses
of retired State Employees’ Retirement System (SERS) members who participated in the
Retired Employee Health Program (REHP) administered through the Commonwealth’s
Office of Administration and the Pennsylvania Employees Benefit Trust Fund (PEBTF).
The Commonwealth-subsidized premium assistance to the surviving spouse would
continue at the same level as that provided during the retiree’s lifetime.  

It should be noted that there are a number of employers that either do not participate in
SERS or do not participate in the REHP.  Because House Resolution Number 161
specifically restricts the scope of the Commission’s study to SERS members who are, or
will be, also eligible to participate in the REHP, an assessment of the costs associated
with extending similar healthcare coverage to nonparticipating groups of employees is
beyond the scope of the Commission’s analysis.  Additionally, House Resolution Number
161 does not specify if the proposed premium assistance would be extended to current
surviving spouses.  For purposes of this analysis, the Commission has instructed its
consulting actuary to assume that the premium assistance would be extended to
surviving spouses currently enrolled in the REHP.

Under current law, any Commonwealth-subsidized premium assistance for postretirement
healthcare coverage ceases upon the death of an REHP participating retiree. Following the
death of a covered SERS retiree, an eligible surviving spouse may continue to participate
in the REHP, but must pay the full amount of the applicable premium to maintain the
healthcare coverage in effect under the REHP at the time of the retiree’s death. 

The level of Commonwealth-subsidized premium assistance varies depending primarily
on the retiree’s date of retirement, age at retirement and years of credited service.  The
levels are Fully State-Paid, Majority State-Paid with 1% Member Share and $5.00 State
Payment.  Details of the subsidy levels and eligibility requirements are described in Part
I of this report.  A list of SERS participating employers that are currently participating in
the REHP can also be found in Part I of this report. 

PROJECTED COST IMPACT 



6Healthcare Trend Assumption:  The healthcare trend assumption is the projected rate of future increases in
healthcare premiums.  The projection shown was developed by professional actuaries, and is derived from a
comprehensive examination of healthcare benefit cost experience, combined with certain economic assumptions.  The
healthcare trend assumption reflects the current best professional judgment of the Commission’s consulting actuary. 

-16-

Estimated Costs

The Commission’s consulting actuary has estimated the increase in pay-as-you-go costs
if the Commonwealth-subsidized premium assistance available to the retiree were
extended to the surviving spouse.  For purposes of this estimate, the Commission’s
consulting actuary has assumed that all current surviving spouses and spouses of
current retirees would elect to continue coverage under the REHP.  In addition, the
Commission’s consulting actuary has assumed that all surviving spouses of future
retirees who are eligible for the Fully State-Paid or Majority State-Paid with 1% Member
Share premium assistance would elect to continue coverage under the REHP.  The
Commission’s consulting actuary has also assumed, based on an analysis of current
utilization rates, that future retirees eligible only for the $5.00 State Payment would not
enroll in the REHP.  Increases in the Commonwealth’s costs would result from the
continuation of a Commonwealth-subsidized postretirement healthcare benefit that would
otherwise have ceased upon the death of the covered retiree, but which would be extended
for the remaining lifetime of an eligible surviving spouse. 

One of the key factors that impacts the cost of providing these benefits is the rate of
future increases in healthcare premiums.  This factor is referred to as the healthcare
trend assumption.6  To illustrate the sensitivity of this assumption on the results, the
Commission’s consulting actuary has provided estimates based on two sets of trend
assumptions:  1) a baseline estimate of the healthcare trend and 2) a trend assumption
1% percent higher than the baseline for each year.

The following chart indicates the estimated increase in the Commonwealth’s pay-as-you-
go costs if Commonwealth-subsidized premium assistance were extended to the surviving
spouse upon the covered retiree’s death.  
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CHART III

Estimated Increase in the Commonwealth’s Annual Contributions
(Pay-As-You-Go)

Year
Baseline 

Healthcare Trend
1% Increase in 

Healthcare Trend

2006 $  20,500,000 $  20,500,000

2007 26,300,000 26,500,000

2008 32,800,000 33,400,000

2009 40,100,000 41,200,000

2010 48,400,000 50,200,000

2011 57,600,000 60,300,000

2012 67,600,000 71,400,000

2013 78,200,000 83,300,000

2014 89,300,000 96,000,000

2015 $101,000,000 $109,600,000

New Governmental Accounting Standards Board (GASB) Accounting Standards

In 2004, the GASB issued new accounting standards for public employers and public
employee benefit plans regarding postemployment benefits, such as retiree health
insurance.  These new standards become effective for benefit plans covering employees
of very large employers, such as the Commonwealth, for the fiscal year beginning after
December 31, 2005, for the benefit plan’s financial statements (GASB Statement No. 43),
and for the fiscal year beginning after December 31, 2006, for the employer’s financial
statements (GASB Statement No. 45).

Thus, these new accounting standards will become effective for PEBTF for the fiscal year
ending June 30, 2007, and for the Commonwealth as a whole for the following fiscal year.

Generally, these standards require benefit plans and employers to disclose the cost of
Other Post-employment Benefits (OPEB), such as health insurance, on an accrual basis.
Pension benefits have been traditionally funded on an actuarial basis, which is sometimes
referred to as an advance funding basis.  But OPEB benefits to retirees, such as health
insurance benefits, usually have not been funded on this basis.  Rather, they have
typically been funded on an annual “pay-as-you-go” or term cost basis.  Currently, the
REHP benefits are funded on a fiscal year pay-as-you-go basis. 



7Actuarial accrued liability - The cost of fully projected benefits that has been earned (or accrued) as of the
valuation date.

8Normal cost -The portion of the cost of projected benefits allocated to the current plan year.

9Annual Required Contributions (ARC) under GASB 43 (a reporting, not a funding, requirement).
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The new GASB accounting standards do not require that employers begin to fund OPEB
benefits on an actuarial basis, but they do require employers to report costs in their
financial statements on an accrual basis. 

The Commission’s consulting actuary has calculated the increase in the liability and
Annual Required Contributions (ARC) that will be required under Governmental
Accounting Standard No. 43 – Financial Reporting for Postretirement Benefit Plans Other
than Pension Plans, “GASB 43,” and demonstrated in the following chart:

CHART IV

Estimated Increase in the Commonwealth’s GASB Reporting Liability
(Actuarial Funding)

Baseline 
Healthcare Trend

1% Increase in
Healthcare Trend

Increase in Actuarial Accrued Liability7 $3,000,000,000 $3,700,000,000

Normal Cost8 75,000,000 115,000,000

30-Year Level Percent of Payroll
Amortization of Increase in Actuarial Accrued Liability

129,000,000 159,000,000

Annual Required Contribution (ARC)9 204,000,000 274,000,000

Estimated Payroll 4,460,000,000 4,460,000,000

ARC as Percent of Payroll 4.6% 6.1%

Actuarial Assumptions

Actuarial assumptions are those factors which actuaries use in estimating the cost of
funding a defined benefit pension plan. Examples include: the rate of return on plan
investments; mortality rates; and the rates at which plan participants are expected to
leave the system because of retirement, disability, and termination.

For this study, the actuary utilized the following data.

• SERS active member data used in the December 31, 2004, valuation of SERS for
those employed by a REHP-participating agency (93,200 active members).
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• SERS retirees, surviving spouses, and dependent data with current coverage in the
REHP reported as of November 6, 2005, excluding retirees who retired on or after
July 1, 2005, and their dependents (58,756 retirees, 32,426 covered spouses and
4,004 surviving spouses).

Additional financial actuarial assumptions include an interest rate of 5.0% per year and
payroll growth of 3.3% per year. The demographic assumptions for compensation
increases, withdrawal, retirement, disability, and mortality are those used for the
December 31, 2004, actuarial valuation of SERS.  The liabilities for the December 31,
2004, active members were projected to January 1, 2006, using the actuarial assump-
tions stated above.  All retirements during 2005 were assumed to occur on July 1, 2005,
or later.  And, because substantial State subsidies would be available under the
legislation contemplated by House Resolution Number 161, it was assumed that all
eligible surviving spouses would elect to continue coverage in the REHP after the death
of the employee spouse.

Because the Commission’s consulting actuary was unable to identify the retirees who
retired during the first half of 2005, there is potentially some double counting of retirees.
In addition, the Commission’s consulting actuary did not include SERS’ inactive members
as of December 31, 2004, because it was estimated that relatively few of these members
would be eligible and then elect coverage in the REHP upon retirement.  The Commis-
sion’s consulting actuary believes that the refinement of these estimates for the potential
data discrepancies would have a de minimis impact on the results provided above.

Based upon past experience, the actuary also assumed a continuing increase in
healthcare costs, based upon the following chart:

CHART V

Anticipated Percentage Increase in Healthcare Costs

Year Rate

2006 to 2010 10.0%
2011 9.5
2012 9.0
2013 8.5
2014 8.0
2015 7.5
2016 7.0
2017 6.5
2018 6.0
2019 5.5

2020 and Later 5.0
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Finally, the actuary looked at the current level of plan participation and cost to guide the
anticipation of future enrollment.

CHART VI

Percent of Eligible Future Retirees Electing REHP Coverage 
and Percentage Covering Spouses

Subsidy Level
Percent Electing

Coverage in REHP

If Electing, 
Percent Electing

Spouse Coverage

Fully State-Paid
(State Police Only)

100% 75%

Majority State-Paid with 
1% Member Share

100% 70% for Males
45% for Females

$5.00 State Payment 0 0

CHART VII

Current (2006) Monthly Premiums Paid by Surviving Spouses 
for the Most Popular Benefit Option

Pre-Medicare Eligible
(e.g. Prior to Age 65) Medicare Eligible

Pre-July 1, 2004, Retirement –
Capital Blue Cross Major Medical $458.31 $375.89

Post-July 1, 2004, Retirement –
Blue Cross PPO $728.12 $375.89

State Police – 
Highmark Indemnity $838.84 $474.65

The liabilities for the December 31, 2004, active members were projected to January 1,
2006, using the actuarial assumptions stated above.  All retirements during 2005 were
assumed to occur on July 1, 2005, or later.
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Legal Issues

In considering the practicability of providing additional postretirement medical insurance
benefits to the surviving spouses of retired State employees, the legislature must be
concerned with the possible constitutional problems arising under Article III, § 26 of the
Pennsylvania Constitution.  The Public Employee Retirement Commission does not
presume to make definitive rulings on these legal issues, but simply to identify them as
matters that require the General Assembly’s careful consideration and treatment.

PENNSYLVANIA CONSTITUTION
ARTICLE III -- LEGISLATION

Section 26.  Extra Compensation Prohibited; Claims Against the Commonwealth;
Pensions. 

No bill shall be passed giving any extra compensation to any public officer, servant,
employee, agent or contractor after services shall be rendered or contract made, nor
providing for the payment of any claim against the Commonwealth without previous
authority of law.  Provided, however, that nothing in this Constitution shall be
construed to prohibit the General Assembly from authorizing the increase of
retirement allowances or pensions of members of a retirement or pension system
now in effect or hereafter legally constituted by the Commonwealth, its political
subdivisions, agencies or instrumentalities, after the termination of the services of
said member. 

This provision forbids the granting of “extra compensation . . . after services have been
rendered,” except for increases in “retirement allowances or pensions of members of a
retirement or pension system.”  Potential legislation must consider the meaning of those
terms, in accordance with prior judicial interpretation.

Surviving Spouses of Future Retirees

With reference to surviving spouses of active employees who will retire in the future, the
Official Opinion of the Attorney General No. 24 of 1978 found that the provision of
dependent medical coverage after the death of a State employee is legal (in a review of a
1978 award of medical insurance coverage to the dependents of a State Police Trooper

LEGAL, ELIGIBILITY AND
ADMINISTRATIVE CONSIDERATIONS



10“The Commonwealth of Pennsylvania, or any department or division thereof, . . . (is) hereby specifically
authorized to make contracts of insurance . . . insuring its elected or appointed officers and employees or any class or
classes thereof, or their dependents, under a policy or policies of group insurance covering life, health, hospitalization,
. . . .”  Section 1 of the Act of June 22, 1931, P.L. 844, as amended (40 P.S. § 535)

11The legal advice of the Attorney General is binding until a court rules otherwise: Commonwealth Attorneys’ Act,
71 P.S. § 732-204(a)(2).
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killed in the line of duty).  Noting that the Commonwealth is authorized to purchase
insurance on behalf of its employees and their dependents,10 the Attorney General
concluded that this provision “clearly contemplates . . . health insurance contracts for
employees and their dependents (including surviving dependents)" under the following
rationale:11

Opinion of the Attorney General No. 24 of 1978

*     *     *
Your first question related to whether Article III, § 26 renders the arbitration

award unconstitutional.  The relevant portion of Article III, § 26 is as follows:

“No bill shall be passed giving any extra compensation to any
public officer, servant, employe, agent or contractor, after services
shall have been rendered.”

The crux issue is at what point is the compensation awarded or given.  If we
view the compensation as being awarded or given at the point where the medical
benefits are actually paid out to the surviving dependents, then Section 26 is
violated because no employment relationship exists at this point.  Thus, payment of
the benefit would be necessarily on account of service already rendered and an
employment status which no longer exists.

However, we believe the better view is that compensation is not awarded at
the point when it is actually paid out of the State Treasury but that the crucial time
for determination under Article III, § 26 is July 1, 1978, the date the award becomes
effective.  It is at this point where the right of the policeman to receive the benefit,
which is the knowledge that his dependents’ medical expenses will be paid after his
work-related death, is established.  To put it another way, on July 1, 1978, a State
Policeman has a vested right that requires the continuation of his medical benefits
for his dependents after his work-related death.  Thus, the benefit is not given after
the services are rendered, but in conjunction with or preceding the completion of
services upon which the benefit is based, as is the case of insurance or retirement
benefits which flow to the beneficiaries of deceased employees.

This Opinion of the Attorney General has been followed by a long line of court decisions
that held that similar statutory authority to provide medical insurance to municipal
employees and their dependents extends to retired employees and their dependents:  In
Re: Appeal of Upper Providence, 93 Pa. Cmwlth. Ct. 272, 502 A.2d 263 (1985); Tp. of
Tinicum v. Fife, 95 Pa. Cmwlth. Ct. 516, 505 A.2d 1116 (1986) appeals denied 518 Pa. 656
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& 657, 544 A.2d 1343 &1344; Newport Tp. v. Margalis, 110 Pa. Cmwlth. Ct. 611, 532 A.2d
1263 (1987); Wilkes-Barre v. Firefighters Local 104, 142 Pa. Cmwlth. Ct. 168, 596 A.2d
1271 (1991), affirmed 623 A.2d 814 (Pa., 1993); City of Chester v. FOP, 150 Pa. Cmwlth.
Ct. 235, 615 A.2d 893 (1992); Fairview Township v. Fairview Township Police Association,
795 A.2d 463 (Pa. Cmwlth. 2002), affirmed 576 Pa. 226, 839 A.2d 183 (2003).  Therefore,
it appears that public funding of dependent medical insurance coverage would be
permitted for the surviving spouses of active employees who retire in the future.

Surviving Spouses of Current or Deceased Retirees

The legality of granting such benefits to the surviving spouses of current or deceased
retirees is much less certain.  In Hutskow v. Washowich, 156 Pa. Cmwlth. Ct. 655, 628
A.2d 1202 (1993), petition for allowance of appeal denied, the court addressed the question
of who are “members of a retirement or pension system” under the Third Class City Code:

The City stresses also that the prohibition in Pa. Const. art. 3, § 26 against
bills giving extra compensation after services are rendered expressly exempts
increases of pensions of "members of a retirement or pension system . . . ."
Conceding that the phrase "members of a retirement system" is not defined in the
Constitution, the City asserts that the phrase applies only to "participants" of the
retirement system and not to their "beneficiaries." In the City's view the common
pleas court erred by regarding the beneficiaries of retired police officers as
"members of a retirement system" within the meaning of the Constitutional provision.

Hutskow argues that the legislature . . . recognizes members' widows and
children as potential "members" of the municipal retirement system within the
meaning of Pa. Const. art. 3, § 26. . . .

In our view the trial court correctly acknowledged that Section 4303 (c) of
The Third Class City Code recognizes the surviving spouse of a member of the
police force, or children under the age of eighteen, where applicable, as "members"
of the municipal police retirement system within the meaning of Pa. Const. art. 3, §
26.

Hutskow v. Washowich, 156 Pa. Cmwlth. Ct. at 661-662, 628 A.2d 1205-1206.

Applying this decision, the spouse of a retired member and the surviving spouse of a
deceased member would be “members of a retirement or pension system” within the
meaning of Constitution Article III, Section 26, but that would only permit an “increase
of retirement allowances or pensions.”  Historically, medical insurance benefits have not
been viewed as retirement allowances or pensions, but as contractual benefits, earned
now but with a deferred receipt:
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The trial court reasoned that Subsection A of the collective bargaining
agreement was invalid in its entirety because it attempted to provide medical
coverage for past retirees, i.e., employees who had already retired prior to January
1, 1996, the effective date of the New CBA, where no such coverage had been
provided before.  In this respect, the trial court was correct in its determination that
providing new benefits to former retirees is unlawful, . . . .

Township of Wilkins v. Wage & Policy Committee of the Wilkins Township Police Department,
696 A.2d 917 (Pa. Cmwlth.1997).  

Under this analysis, the extension of healthcare coverage to the spouses of retired or
deceased members may not be permissible.

Eligibility

House Resolution Number 161 directed the Public Employee Retirement Commission to
study and report on the feasability of providing State funding for medical insurance for
surviving spouses of deceased employees who are both members of the State Employees'
Retirement System (SERS) and eligible to participate in the Retired Employee Health
Program (REHP).  However, the spouses of certain retired State employees are not eligible
for both.

In anticipation of possible future legislative proposals, the Commission believes that the
General Assembly should be aware of those classes of State employees and their
dependent spouses who do not meet the eligibility criteria of the current REHP program
or the conditions established by House Resolution Number 161.

Not all State retirees participate in the SERS, nor do they all participate in the REHP.
Some participate in one but not the other, and some participate in neither.  While the
General Assembly may restrict the extension of benefits to any reasonable class, the
Commission believes that it is important to identify those who could receive the benefit
enhancement contemplated by House Resolution Number 161, and those who could not.

Only the employees of those agencies listed as SERS and REHP Participating Employers
on page 6 of this report would receive State-funded benefits under the criteria established
by House Resolution Number 161.  Although they participate in SERS, employees of the
General Assembly and its agencies or commissions, the judiciary, the Turnpike
Commission, the Independent Regulatory Review Commission, Joint State Government
Commission, Local Government Commission, PA Convention Center Authority, PA
Housing Finance Agency, PA Crime Commission, community colleges and intermediate
units, and others, do not participate in the REHP and are not included in this study
because they do not meet the threshold eligibility requirements.
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Conversely, Teachers' Insurance Annuity Association – College Retirement Equity Fund
(TIAA-CREF) participants and certain members of the Public School Employees'
Retirement System are eligible for REHP coverage, but are excluded from the House
Resolution Number 161 analysis because they are not members of SERS.

Administration

The two agencies currently responsible for the administration of the REHP, SERS and the
Governor’s Office of Administration, have advised that they foresee no substantial
administrative obstacles to implementing the benefit extension contemplated by House
Resolution Number 161.

Presently, SERS notifies the Office of Administration of the death of each retired employee
whose spouse is a REHP participant, and the Office of Administration, through PEBTF,
offers the spouse the opportunity to elect survivor coverage at his or her expense.
Arrangements are then made for premium payment by direct deduction from the
survivor’s annuity, and separate billing for any shortfall.

If the Commonwealth assumes responsibility for payment of those premiums, in whole
or in part, the only anticipated change in that procedure will involve the payment
arrangements.  Many more surviving spouses would be expected to elect coverage if the
individual contributive share is greatly reduced. But the administrative function would
remain essentially unchanged.
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Issue – Funding

Significant additional funding will be required to extend Commonwealth subsidized
healthcare to survivor spouses of retirees.  Based upon the analysis of the Commission’s
consulting actuary, even without actuarial funding, projected annual costs start at $20.5
million and increase to $101 million in ten years.  If funded in accordance with actuarial
principles and the $3 billion increase in the actuarial accrued liability were amortized over
thirty (30) years, the annual contribution requirement would be $204 million, or 4.6% of
payroll. 

CHART VIII

Pay-as-You-Go Funding of Survivor Spouse Benefits

Year Baseline Healthcare Trend

2006 $  20,500,000

2015 $101,000,000

CHART IX

Actuarial Funding of Survivor Spouse Benefits

Baseline Healthcare Trend

Increase in Actuarial Accrued Liability $3,000,000,000

Normal Cost 75,000,000

30-Year Level Percent of Payroll
Amortization of Increase in Actuarial Accrued Liability

129,000,000

Annual Required Contribution (ARC) 204,000,000

ARC as Percent of Payroll 4.6%

RECOMMENDATION:  

The Commission recommends that the General Assembly carefully consider
the fiscal impact to the Commonwealth of providing the proposed benefit
extension. 

COMMISSION RECOMMENDATIONS 
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Issue – Potential Legal Obstacles

During the course of the Commission’s research for this report, it became apparent that
significant legal hurdles may exist to providing subsidized healthcare coverage to the
spouses of current or deceased retirees.  Although the Commission does not presume to
make definitive rulings on such legal matters, the Commonwealth’s consideration of any
proposal to provide Commonwealth-subsidized healthcare to the surviving spouses of
retirees should include a careful assessment of the potential legal issues involved. 
 

RECOMMENDATION:

The Commission recommends that, prior to the introduction of any legislation
providing Commonwealth-subsidized healthcare to the surviving spouses of
current or deceased retirees, the General Assembly investigate the constitu-
tionality and legal implications of such legislative action. 

Issue – Administration

The agencies responsible for the administration of the current survivor healthcare
program have advised that they foresee no substantial administrative obstacles to
implementing the Commonwealth-subsidized survivor spouse benefit contemplated by
House Resolution Number 161.  The administrative structure for the continuation of
healthcare benefits for surviving spouses through the Retired Employee Health Program,
as mandated by Act 183, already exists.

If the General Assembly should enact legislation requiring the Commonwealth to assume
responsibility for the payment of survivor spouse premiums, in whole or in part, the only
anticipated change in the established administrative procedure will involve the payment
arrangements and the number of surviving spouses expected to participate.

RECOMMENDATION:

The Commission recommends that any legislation providing Commonwealth-
subsidized healthcare to surviving spouses preserve the established
administrative arrangement for providing such benefits pursuant to existing
laws through the coordinated efforts of the State Employees’ Retirement
System and the Governor’s Office of Administration. 
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Issue – Eligibility for Participation

House Resolution Number 161 limits the scope of the Commission’s study to employees
and retirees who are both members of the State Employees' Retirement System and
enrolled, or eligible to enroll, in the Retired Employee Health Program.  In anticipation of
possible future legislative proposals, however, the Commission believes that the General
Assembly may wish to also consider those classes of employees who do not meet both
criteria, and are, therefore, beyond the scope of this report.

Not all Commonwealth employees are eligible to participate in the State Employees'
Retirement System, nor are all employed by agencies that participate in the Retired
Employee Health Program.  Some participate in one but not the other, and some
participate in neither.  While the General Assembly certainly may choose to restrict the
proposed extension of benefits to certain groups of employees, the Commission believes
that it is important to consider the implications of such action. 

RECOMMENDATION:

The Commission recommends that, prior to the introduction of legislation
mandating the provision of Commonwealth-subsidized healthcare to surviving
spouses, the General Assembly should consider the policy rationale for, and
potential consequences of, excluding certain groups of Commonwealth
employees from eligibility for the proposed benefit extension based solely
upon membership in the State Employees' Retirement System and employ-
ment by a Retired Employee Health Program participating entity. 
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Session of
2005

PRIOR PRINTER'S NO. 1179 PRINTER'S NO. 2744

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE RESOLUTION
      No. 161

INTRODUCED BY WANSACZ, GERGELY, STABACK, GOODMAN, GRUCELA,
BEBKO-JONES, BELARDI, CALTAGIRONE, CAPPELLI, CLYMER,
CORRIGAN, DALEY, DeWEESE, FABRIZIO, FRANKEL, FREEMAN, GEORGE,
GOOD, HESS, JAMES, LEACH, MAHER, MARSICO, McNAUGHTON, MUNDY,
PAYNE, PETRARCA, ROBERTS, SAINATO, SAYLOR, SCAVELLO, SHANER,
SURRA, TIGUE, THOMAS, YUDICHAK, KAUFFMAN, NICKOL, REED,
WOJNAROSKI, ROONEY, WALKO AND HALUSKA, MARCH 21, 2005

AS AMENDED, HOUSE OF REPRESENTATIVES, SEPTEMBER 27, 2005

A RESOLUTION

Directing the Legislative Budget and Finance Committee PUBLIC     <—1
EMPLOYEE RETIREMENT COMMISSION to study the feasibility of2
providing State premium assistance to surviving spouses of3
State Employees' Retirement System members who participated4
in the Retired Employee Health Program through the5
Pennsylvania Employees Benefit Trust Fund.6

WHEREAS, State Employees' Retirement System members who are7

eligible to participate in the Retired Employee Health Plan8

(REHP) through the Pennsylvania Employees Benefit Trust Fund9

receive fully State-subsidized or partially State-subsidized10

health insurance for themselves and their dependents; and11

WHEREAS, While surviving spouses may elect to continue their12

health insurance coverage on the death of the State Employees'13

Retirement System member under section 529 of The Administrative14

Code of 1929, they are no longer eligible for State premium15

assistance; and16



WHEREAS, The average annual premium under the REHP can be as high1

as $683 a month; and2

WHEREAS, Premiums for the REHP are subject to annual rate3

increases and are expected to rise each year; and4

WHEREAS, The sudden loss of assistance in paying health5

insurance premiums can have a devastating impact on the ability6

of surviving spouses to pay their premiums, particularly if they7

have fixed or limited incomes; and8

WHEREAS, Health insurance coverage is critical to ensuring9

access to medical care and maintaining the physical and10

financial well-being of families; therefore be it11

RESOLVED, That the House of Representatives direct the12

Legislative Budget and Finance Committee PUBLIC EMPLOYEE          <—13

RETIREMENT COMMISSION to examine the feasibility of providing14

State premium assistance to surviving spouses of State15

Employees' Retirement System members who participated in the16

Retired Employee Health Program through the Pennsylvania17

Employees Benefit Trust Fund; and be it further18

RESOLVED, That the Legislative Budget and Finance Committee    <—19

PUBLIC EMPLOYEE RETIREMENT COMMISSION examine the practicability20

of providing premium assistance to surviving spouses that is21

equal in amount to the premium assistance provided while the22

State Employees' Retirement System member was alive; and be it23

further24

RESOLVED, That the Legislative Budget and Finance Committee    <—25

PUBLIC EMPLOYEE RETIREMENT COMMISSION report its findings and26

recommendations to the House of Representatives no later than three27

months following the adoption of this resolution.28



Session of
2005

PRINTER'S NO. 3121

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE RESOLUTION
      No. 516

INTRODUCED BY REED, NOVEMBER 16, 2005

INTRODUCED AS NONCONTROVERSIAL RESOLUTION UNDER RULE 35,
NOVEMBER 16, 2005

A RESOLUTION

1 Extending the deadline under House Resolution No. 161, Printer's
2 No. 2744, for reporting by the Public Employee Retirement
3 Commission.

4 WHEREAS, House Resolution No. 161, Printer's No. 2744,

5 adopted September 27, 2005, directed the Public Employee

6 Retirement Commission to study and report on the feasibility of

7 providing State premium assistance to surviving spouses of State

8 Employees' Retirement System members who participated in the

9 Retired Employee Health Program through the Pennsylvania

10 Employees Benefit Trust Fund; and

11 WHEREAS, The Public Employee Retirement Commission requires

12 additional time to complete its study and report; therefore be

13 it

14 RESOLVED, That the Public Employee Retirement Commission

15 report its findings and recommendations under House Resolution

16 No. 161, Printer's No. 2744, to the House of Representatives no

17 later than March 15, 2006.
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APPENDIX II

February 2, 2006, Letter from

Katherine A. Warren and William A. Reimert 

of Milliman, Inc.

Regarding Projected Benefits Costs
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Well, it finally happened. After a decade and a half on the Governmental
Accounting Standards Board’s (GASB) to do list, employers now have an
accrual accounting standard for retiree welfare benefits, in the form of
GASB Statement No. 45, “Accounting and Financial Reporting by
Employers for Postemployment Benefits Other Than Pensions.”
Governmental entities, auditors, taxpayers, and bond rating agencies will
likely have many questions regarding the new standard. Let us start off
with the basics:

WHO is affected by the standard? All public employers who follow
GAAP and offer postemployment benefits other than pensions (see next
paragraph) will be subject to the new accounting, reporting, and disclo-
sure requirements. Note that even if retirees pay 100% of the premium
for their insurance, in many cases the new rules will require reflecting an
employer cost.

WHAT is OPEB? OPEB (other postemployment benefits) includes
benefits other than pensions and termination incentives provided to
former employees. Examples include medical, dental, and vision cover-
age, life insurance and long-term care. Note that some of these benefits
may be provided by a pension plan. In
that case, GASB 45 applies only to the
healthcare benefits and GASB 27
applies to the rest. 

WHEN should we get started? Now
would be just fine. Effective dates for
GASB 45 are phased in for periods
beginning after December 15 of 2006,
2007, or 2008, depending upon the
size of the entity. This means that con-
tracts resulting from upcoming union
negotiations may extend beyond the
effective date, thus you will want to
determine the potential accounting
impacts prior to bargaining. Since your
first valuation can be performed based

on census data collected up to 24 months prior to the effective date,
many entities will soon be in a position to have calculations prepared that
could be used for implementation. 

WHERE do the numbers go? The Annual OPEB Cost will be reported
on the income statement, and the Net OPEB Liability, if any, will appear
on the balance sheet. See Figure 1,”The Pieces of the New Pie” for a dis-
cussion of how these numbers are developed.

WHY do we have to accrue for OPEB for active employees? Employees
earn a right to postemployment benefits during their working years. The
goal of accrual accounting is to match up the cost of an employee’s servic-
es, including long term obligations such as OPEB, to that employee’s peri-
od of active service. Thus GASB concluded that the current generation of
users of governmental services should recognize the cost of government
services as they accrue, even though the benefits are actually paid later.
This is analogous to the treatment of pension benefits under GASB 27.

HOW often must we measure our liability? Plans with 200 or more
members will require an actuarial valuation at least once every two years,
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and plans with less than 200 members will require an actuarial valuation at
least once every three years. Note that “members” includes all retirees and
beneficiaries currently receiving benefits, as well as all current active employ-
ees and deferred vesteds who may ultimately earn a right to receive OPEB.
(Plans with less than 100 members may choose to take advantage of a “sim-
plified plan alternative” and forego an actuarial valuation. However, “simpli-
fied” in this case should not be confused with “simple.”) 

In Figure 1, pay-as-you-go accounting reflects slice (A) only, the current
year’s cash cost for OPEB actually paid to retirees. Accrual accounting
under GASB 45 is designed to also reflect the value of future benefits for
retirees and the portion of benefits for actives that have been earned but
are not going to be paid in the current year. First, the present value in
today’s dollars of all future benefits expected to be received by each retired
member and each active employee is calculated. An actuarial cost method
is employed to allocate the active liability into the three pieces shown
above in the Active Member pie. Slice (C) reflects the portion of the ulti-
mate benefits allocated to prior service. Slice (D) is the portion allocated
to the current year. Slice (E) is the portion allocated to future years. For
retirees, all benefits to be paid this year (slice (A)) and in years to come
(slice (B)) are also allocated to prior service. Actuaries call slice (D) the
Normal Cost, and the combination of slices (A), (B), and (C) the Actuarial
Accrued Liability (AAL). 

The Annual OPEB Cost that will appear on the income statement comprises
the Normal Cost and an amortization payment of the Unfunded Actuarial
Accrued Liability (UAAL), plus some technical adjustments. The UAAL is the
AAL less any assets that have been irrevocably set aside to fund future benefits.

The Net OPEB Liability that will appear on the balance sheet is the sum of
all prior year’s Annual OPEB Costs less the sum of all prior year’s contribu-
tions, since the effective date of the standard.

Accrual Versus Pay-as-you-go Accounting in Real Life
To demonstrate the potential differences between accrual and pay-as-you-
go accounting for OPEB, consider a study that Milliman recently per-
formed for a municipal police and fire plan. The expected pay-as-you-go
cost for retiree benefits in the effective year of the standard was roughly
$300,000 (slice (A)). The expected Normal Cost (slice (D)) was roughly
$800,000. The AAL (slices (A), (B), and (C)) was roughly $27,000,000.
Since there were no plan assets to offset the AAL, the amortization payment
of the UAAL was roughly $1,100,000. Thus, adding the Normal Cost and
the UAAL amortization yields an expected Annual OPEB Cost of
$1,900,000 under the new standard, over six times the pay-as-you-go or
current cash cost that the municipality was used to thinking about when
they considered the OPEB plan.

GASB 45 does not require advance funding for OPEB, just accrual account-
ing and reporting. Entities are free to continue pay-as-you-go funding.

However, under the standard, the decision to advance fund would affect the
allowable actuarial assumptions. More favorable investment return assump-
tions (discount rates) can generally be used only by entities that fund their
liabilities as they accrue, which will produce significantly lower liabilities and
accrual costs. Since funding, or the lack thereof, will influence the account-
ing results, there may be a strong incentive for governmental entities with
available cash flow to commence funding their OPEB plans.

Does GASB 45 Really Matter?
If a sponsor’s financial statements are used to assist in borrowing or are oth-
erwise subject to scrutiny, the standard may have a significant impact.
Ultimately, though, long-term plan costs are determined by plan provisions,
not accounting treatments. 

More Important Issues
Regardless of the details of the accounting standard, two significant issues
looming on the horizon are certain to demand the attention of plan spon-
sors in years to come. The first is healthcare inflation, which has and likely
will remain well in excess of wage inflation for the foreseeable future. The
second is the pending wave of baby boomer retirements. Considering these
two items in tandem, the resulting question is “How significant and sus-
tainable are the benefit promises we are making?” Milliman was recently
asked by a large statewide retirement system to project plan costs out for 10
years. We found that the annual pay-as-you-go cost, expressed as a percent-
age of annual payroll, was expected to nearly triple over that time. And, of
course, that was just the start. 

While many plan sponsors may find the new GASB 45 rules an added
burden to the already complicated process of compiling financial state-
ments, there is a silver lining to this new cloud. Many computer programs
and methods used by actuaries to calculate the required disclosure
amounts also produce projections of year-by-year future OPEB benefit
payments. This information can help sponsors understand how pay-as-
you-go costs will increase and plan for the retirement of baby boomers
and medical cost increases.

It’s Time to Act
The first item on a plan sponsor’s to do list should be having an actuarial
valuation performed to estimate accounting numbers, and project future
pay-as-you-go costs. These estimates will help the plan sponsor understand
how the accounting process works and prepare for the upcoming change.
An analysis of the impact of funding these benefits on the accounting fig-
ures may be helpful for certain plan sponsors as well. While there is still
some time until the effective date(s), it is advisable to start looking into the
situation now, to allow as much reaction time as possible.
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Last year the Governmental Accounting Standards Board
(GASB) issued Statement No. 45, Accounting and Financial Reporting by
Employers for Post-employment Benefits other than Pensions. This new stan-
dard will require governmental employers to account for post-retirement
healthcare benefits on an “actuarial basis” during an employee’s career
instead of using the current practice, which accounts on a “pay-as-you-go”
basis during retirement. 

The new accounting rules apply to “other post-employment benefits”
(OPEB), which include medical, prescription drug, dental, vision, life,
and long-term care (LTC) benefits for retirees. While similar rules have
applied to pensions for many years under GASB 27, pension obligations
for employees and retirees have generally been funded in a separate trust,
whereas OPEB benefits remain largely unfunded. Although the new rules
do not mandate funding OPEB obligations, funding may lead to signifi-
cantly lower annual expenses and balance sheet liabilities. This article dis-
cusses several funding vehicles available to governmental plan sponsors. 

Overview of New Accounting Requirements
Governmental employers subject to GASB accounting must calculate and
accrue a cost based on the Annual Required Contribution (ARC) for OPEB
benefits. The ARC includes an amount that covers the current normal cost
(or service cost) of benefits as they are earned during active employment and
an amount that amortizes the unfunded OPEB liability for prior service, if
any. The excess of the ARC over the sum of contributions made to a sepa-
rate trust to fund benefits and actual benefit payments made
directly by the employer accumulates each year as a net OPEB
obligation on the employer’s balance sheet (which must be dis-
closed as a note in financial statements). Since the ARC may be
several times greater than actual benefit payments, balance sheet
net OPEB obligations might grow rapidly unless additional funds
are set aside each year to reduce the balance sheet liability.

How Big Will OPEB Liabilities Be?
The size of OPEB liabilities for prior service will vary with each
sponsoring employer, depending on promised benefits, average
age of the employee group, the number of retirees relative to
actives, etc. As a general rule, the liability for retirees alone may be
10 - 20 times current annual benefit payments. The liability for

prior service of active employees significantly adds to this ratio. The ARC
may be 5 - 10 times greater than current annual benefit payments.
Consequently, the size of the OPEB liabilities has drawn the attention of
credit rating agencies. 

How Will Funding OPEB Obligations Help Control Costs?
One of the most important factors in determining OPEB liabilities and
costs is the interest rate used to discount future benefit payments to the
present. As a general guideline, a 1% decrease in the discount rate may
cause a 15% - 20% increase in liability and the ARC. GASB rules state
that the discount rate to value OPEB liabilities must reflect expected
returns on assets used to pay benefits. If OPEB liabilities are not funded
in advance, this means the discount rate would be the expected return on
the assets of the sponsoring employer. Statutory restrictions on fund
investments (and the fact that few entities have extra funds that can be
invested) likely means a low rate of return on assets. This results in the
mandated use of a low discount rate for OPEB liabilities (and corre-
spondingly high liabilities and costs). On the other hand, if the OPEB
liabilities are funded in advance in a separate trust dedicated to provide
OPEB benefits, the assets may be invested in longer-term investments
with higher expected returns.

Table 1 illustrates how the discount rate might impact OPEB liabilities and
ARC costs for an employer with approximately 500 active participants and
100 retirees.
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Discount Rate

7% 5% 3%

OPEB Liability

Actives $8,300,000 $12,500,000 $20,100,000 

Retirees 1,700,000 2,100,000 2,700,000 

Total $10,000,000 $14,600,000 $22,800,000 

Annual Required Contribution $1,400,000 $2,100,000 $3,500,000 

Current Year Benefit Payment $200,000 $200,000 $200,000 



page 2 ©2005 Milliman, Inc.
All Rights Reserved

If you are receiving a hard copy of PERiScope and would like to receive it electronically, please email us at periscope@milliman.com or visit our subscription
website at http://www.milliman.com/eb/publications/subscriptions.asp?pub=periscope.

This publication is intended to provide information and analysis of a general nature. Application to specific circumstances should rely on separate professional 
guidance. Inquiries may be directed to: Brent Banister, Editor; 1120 South 101st Street, Suite 400, Omaha, NE 68124-1088; (402) 393-9400; periscope@milliman.com

OFFICES IN PRINCIPAL CITIES WORLDWIDE

APRIL 2005

If an employer commits to setting aside funds at least equal to the ARC each
year, then the expected return on the trust fund (rather than the employer’s
operating funds) would be the basis for setting a discount rate. Note that
simply earmarking or reserving money that remains part of the employer’s
general assets does not count as a contribution for this purpose under GASB
45 rules. Instead, contributions must be made to a separate trust with assets
designated to pay only OPEB benefits. Since the trust would be funding
long-term obligations (and possibly have fewer statutory restrictions), it may
be appropriate to invest in assets expected to earn a higher return than assets
invested in an employer’s general account. 

Funding Vehicles for OPEB Obligations
An effective funding vehicle for OPEB benefits should meet the following
criteria:

• Contribution limits, if any, are high enough to allow sufficient funding.

• Earnings in trust or account are not subject to unrelated business income
tax (UBIT).

• Contributions to the trust are not taxable to employees, and benefit pay-
ments from the trust are not taxable to retirees.

• Funds are protected from creditors.

Although there are many funding options that meet some of the above cri-
teria, three options—VEBAs, 401(h) accounts, and Section 115 Trusts—
offer the best means for governmental employers to fund their OPEB
Obligations. A sponsor could also accomplish somewhat similar results by
purchasing insurance for future benefits, although the availability and
affordability of insurance may be a problem.

A VEBA (Voluntary Employee Beneficiary Association) Trust may be estab-
lished under IRC Section 501(c)(9). This is a separate trust for the sole pur-
pose of paying OPEB benefits to retirees and is governed by both employer
and employee trustees. OPEB benefit payments from a VEBA are tax-free to
the retiree. UBIT on earnings within the trust is avoided if either the trust is
maintained pursuant to a collective bargaining agreement or if all contribu-
tions to trust are made by a tax-exempt employer—conditions generally met
by entities reporting under GASB 45. Some governmental employers already
fund VEBAs as a way to earn a better return on assets set aside for OPEB
benefits. VEBAs allow for funding up to the total OPEB liability, although
expected increases in health costs may not be permitted in determining lim-
its on funding. For most employers, these limitations will not restrict con-
tributions for many years. 

Alternatively, a governmental employer that also sponsors a pension trust
may set up an account under IRC Section 401(h). This type of account is
considered a sub-account of the pension trust. Contributions to the sub-
account are included for GASB OPEB accounting purposes. These accounts
provide the same tax-free earnings on investments as pension trusts, and
assets can be invested easily and efficiently to earn higher returns compared
to operating funds. The 401(h) account assets cannot be used to fund pen-
sions, unless all OPEB benefits have been paid and no OPEB liabilities
remain. Contributions are limited to one third of normal pension cost,
which in many instances may be high enough to allow funding of the ARC.
However, this funding option may not be possible if an employer’s pension
is provided through contributions to a state PERS program.

Still another option is to set up a governmental sponsored trust under IRC
Section 115. Funds in a Section 115 trust held for a governmental purpose
and funded by a tax-exempt governmental agency are not subject to income
tax. OPEB benefits paid to retirees from a Section 115 trust are tax-free.
Also, contributions to a Section 115 trust are not limited, as under 401(h)
accounts or VEBAs. Section 115 trusts are not required to have the same
limitations on usage of funds (i.e., the sponsoring governmental employer
could decide at a later date to use the funds for something other than pay-
ing benefits). Although this feature allows the employer more flexibility, con-
tributions would not count under GASB 45 accounting (i.e., they would not
reduce the OPEB liability on the balance sheet) unless the trust was designed
as an irrevocable trust. The IRS has issued little guidance with respect to the
use of Section 115 trusts for funding OPEB benefits. Therefore, a govern-
mental employer should seek advice from its attorney and perhaps an opin-
ion from the IRS (known as a private letter ruling) to confirm that OPEB
benefits paid from an irrevocable Section 115 trust are not taxable to retirees.

Conclusion
Governmental employers that sponsor OPEB plans may wish to consider
funding OPEB benefits for several reasons. Funding may lead to lower actu-
al plan costs over the long run due to higher returns on assets set aside in a
trust compared to the return on general operating funds. Funding should
lower the accounting liability and annual expense due to higher expected
returns on assets and a higher discount rate used for valuing OPEB liabili-
ties. Thus funding may reduce potential impact of the OPEB liability on
borrowing costs. Finally, promised benefits to retirees would be more secure.
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MANAGEMENT
DIRECTIVE

COMMONWEALTH OF PENNSYLVANIA

GOVERNOR'S OFFICE

Distribution:

Subject:

By Direction Of: Date:

Martin F. Horn, Secretary of Administration

Retired Employee Health Program Eligibility Requirements

530.24
Amended

Number

(Human Resources, OA, 717/787-9872) Page 1 of 3

This directive reduces the number of years
required for Commonwealth employees who are
covered under the TIAA-CREF retirement sys-
tem to qualify for partially state-paid retiree
health coverage. The change is being made
to provide equity with the reduced number of
years required for employees covered under the
State Employees' Retirement System and Pub-
lic School Employees' Retirement System as a
result of the passage of Act 2001-9; employees
under those systems may now retire with five
years of service, reduced from ten. Section
2, Scope, has been expanded to add union cov-
ered bargaining units likely to include
employees who may join TIAA-CREF. This
directive also clarifies which organization will
bill TIAA-CREF retirees for retiree health cover-
age when they are not eligible for full state pay-
ment.

TIAA-CREF retirement system: A1, A2, A4, B1,
C4, C5, D4, E4, F4, F5, G4, G5, J1, N1,
and N2. This directive also will apply to those
employees in any bargaining unit not presently listed
above, but who become eligible for coverage
under the TIAA-CREF retirement system in the
future.

3. POLICY.

a. Who is eligible?

(1) A Commonwealth annuitant may
enroll in the REHP if he or she was an employee or
dependent subscriber under (or was eligible for
enrollment in) PEBTF coverage on his or her last

B

1. PURPOSE. To revise the eligibility require-
ments for fully state-paid Retired Employees Health
Program (REHP) coverage.

2. SCOPE. This directive applies to management
and nonrepresented employees who are enrolled
or eligible to enroll in the medical benefits provided
by the Pennsylvania Employees Benefit Trust Fund
(PEBTF) coverage. Employees in the following
bargaining units are eligible: A3, A5, A6, A8, B3,
B5, C3, D3, F3, G3, H3, J3, K3, K6, L6,
M3, M8, N3, P3, R3, S3, S5, T3, T6, V3, W3,
X3, Y3, Z3, 53, 55, 56, 98, and 99. Portions of
Sections 3.b.(3), 3.c.(2), and 3.c.(4) of this direc-
tive apply to those employees who are in the fol-
lowing bargaining units and are covered under the

•
•
•
•

•
•
•
•
•
•
•

October 5, 2001
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day actively at work and if application for enroll-
ment in the REHP is made at the time application
for retirement is made.

(2) A Commonwealth annuitant who can-
cels his or her REHP to become a dependent sub-
scriber under his or her spouse's PEBTF coverage
may reenroll in the REHP if coverage ceases
under the spouse's PEBTF coverage.

(3) If an annuitant did not enroll in the
REHP at the time of retirement, enrollment will be
permitted under the following circumstances:

(a) The annuitant is covered as a
dependent subscriber under the PEBTF coverage
and coverage ceases under the spouse's PEBTF
coverage contract and the annuitant had been
eligible for the PEBTF coverage on his or her last
day of employment.

(b) The annuitant is covered as a
dependent subscriber under the REHP and cover-
age ceases under the spouse's REHP contract and
the annuitant had been eligible for the PEBTF cov-
erage on his or her last day of employment.

b. When are premiums fully state-paid?

(1) The employer shall pay the entire cost
of coverage for annuitants who retire under
(a), (b), or (c) and who have elected coverage
under the REHP.

(a) Retirement at or after superannua-
tion age with at least 15 years of credited service in
the State and/or Public School Employees' Retire-
ment Systems, except that:

1 An employee who leaves state
employment prior to superannuation age and sub-
sequently retires at or after superannuation age
must have at least 25 years of credited service in
the State and/or Public School Employees' Retire-
ment Systems.

2 An employee who is fur-
loughed prior to superannuation age and subse-
quently retires at or after superannuation age dur-
ing the recall period must have at least 15 years of
credited service in the State and/or Public School
Employees' Retirement Systems.

3 An employee who leaves state
employment prior to superannuation age and is sub-
sequently rehired and then retires at or after super-
annuation age must have at least 15 years of cred-
ited service in the State and/or Public School
Employees' Retirement Systems with at least three
years of credited service from the most recent date
of reemployment. However, if the departure from
state employment was due to furlough and the
employee returns during the recall period, this three
year requirement will not apply. If the employee
had qualified other than through disability retire-
ment for employer paid coverage in the REHP prior
to the most recent rehire period, this three year
requirement will not apply.

4 An employee who leaves state
employment subsequent to superannuation age and
is subsequently rehired and then retires must have
at least 15 years of credited service in the State
and/or Public School Employees' Retirement Sys-
tems with at least three years of credited service
from the most recent date of reemployment.
However, if the departure from state employment
was due to furlough and the employee returns dur-
ing the recall period, this three year requirement
will not apply. If the employee had qualified other
than through disability retirement for employer paid
coverage in the REHP prior to the most recent
rehire period, this three year requirement will not
apply.

(b) Disability retirement, which
requires at least five years of credited service in
the State and/or Public School Employees' Retire-
ment Systems, except that, if an employee had pre-
viously qualified based on an approved disability
retirement then returns and retires under a normal
or early retirement, he or she must retire at or after
superannuation age with at least 15 years of cred-
ited service in the State and/or Public School
Employees' Retirement Systems and at least three
years of credited service from the most recent date
of reemployment, or 25 years of credited service in
the State and/or Public School Employees' Retire-
ment Systems with at least three years of credited
service from the most recent date of reemploy-
ment; or

(c) Other retirement with at least 25
years of credited service in the State and/or Public
School Employees' Retirement Systems, except
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that an employee who leaves state employment
and is subsequently rehired and then retires must
have at least 25 years of credited service in the
State and/or Public School Employees' Retirement
Systems with at least three years of credited serv-
ice from the most recent date of reemployment.
However, if the departure from state employment
was due to furlough and the employee returns dur-
ing the recall period, this three year requirement
will not apply. If the employee had qualified other
than through disability retirement for employer paid
coverage in the REHP prior to the most recent
rehire period, this three year requirement will not
apply.

(2) Notwithstanding the above, the follow-
ing eligibility requirements also qualify an employee
for fully state-paid REHP coverage:

(a) If an employee was age 60 or over
on March 1, 1992, and also had at least five years
of credited service as of that date, including serv-
ice which had been purchased as of that date or
was eligible to be purchased as of that date, then
the total years of service requirement for that
employee will be 10 years of credited service rather
than 15, and the three year rehire requirement will
not apply.

(b) If an employee is eligible for age
50 retirement and was age 45 or over on March 1,
1992, and also had at least five years of credited
service as of that date, including service which had
been purchased as of that date or was eligible to
be purchased as of that date, then the total years
of service requirement for that employee upon
retirement will be 10 years of credited service rather
than 15, and the three year rehire requirement will
not apply.

(3) In determining eligibility under 3.b.(1)
and (2) for an employee participating in the TIAA-
CREF retirement system, years of service as a state
employee should be considered in lieu of years of
credited service in the State and/or Public School
Employees' Retirement Systems. Retirement
under TIAA-CREF with at least five years of serv-
ice as a state employee should be considered as
disability retirement if the retiree is granted disabil-
ity life insurance for total and permanent disability
under the Commonwealth's Group Life Insurance
Program.

c. When are premiums partially state-paid?

(1) An annuitant who did not meet the
requirements for a $10.00 state share in July
1974, but who has been grandfathered into that
group because he or she had already retired, will
continue to receive the $10.00 per month state
share.

(2) For any other State and/or Public
School Employees' Retirement Systems' annuitant
subscriber who did not meet the requirements for
fully state-paid REHP coverage, the state will con-
tribute $5.00 per month toward the cost of the cov-
erage and the annuitant is responsible for the
remaining cost of the coverage. To qualify for the
$5.00 state contribution, retirees under the TIAA-
CREF retirement system must have at least five
years of service as a state employee when retiring
under superannuation age and at least three years
of service as a state employee when retiring at
superannuation age or over.

(3) An annuitant is required to pay monthly
toward the cost of the coverage; these payments
will be deducted from his or her annuity check for
the month prior to that for which coverage is being
provided.

(4) An annuitant whose annuity check is
insufficient to pay the cost described in c.(1) and
(2) or who has retired under the TIAA-CREF retire-
ment system will be billed directly by the PEBTF at
group component rates. If an annuitant fails to
pay his or her billing within the time frames estab-
lished by the PEBTF, coverage under the REHP
will be terminated.

d. An annuitant may enroll for REHP cover-
age if his or her spouse, who had been eligible for
PEBTF coverage as an employee or for REHP cov-
erage as an annuitant subscriber terminates,
dies, or divorces. The annuitant's state share will
be based on his or her own state service, not on
that of the spouse.

This directive supersedes Management Directive
530.24 dated May 7, 1997. Please recycle the
previous version.

•

•

•

•
•
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MANAGEMENT
DIRECTIVE

COMMONWEALTH OF PENNSYLVANIA

GOVERNOR'S OFFICE

Distr ibution:

Subject:

By Direction Of: Da te :

Thomas G. Paese, Secretary of Administration

Payment of Annuitant Medical and Hospital Benefits

315.16 Amended
N u m b e r

(Personnel, OA, 717/787-9872) Page 1 of 3

This amendment sets forth the method of bill-
ing agencies for the Retired Employes Health
Program (REHP). Marginal dots are being
excluded due to major changes.

1 . PURPOSE. To establish policy and proce-
dures for billing the cost of Retired Employes Health
Program (REHP) coverage to agencies.

2 . SCOPE. Applies to all agencies under the
Governor's jurisdiction and other independent agen-
cies participating in the Active Employes Health
Program (AEHP) and the State Police Health Pro-
gram (SPHP).

3 . OBJECTIVE. To establish payment proce-
dures for benefits provided under the REHP.

4 . DEFINIT IONS.

a . Active Employes Health Program
(AEHP). The plan of benefits for all employes
covered under the PEBTF, including employes of
those agencies not on the Commonwealth's Inte-
grated Personnel/Payroll System (IPPS). The
AEHP encompasses various mechanisms for
providing medical/surgical, hospital, mental health/
substance abuse, and supplemental health
benefits for most active state employes.

b . Agencies. Departments under the
Governor's jurisdiction as well as those departments
not under the Governor's jurisdiction whose
employes are eligible to participate in the REHP
upon retirement. Enclosure 1 contains a list of
agencies to which this directive applies, including
agencies not on the IPPS.

c . Pennsylvania Employees Benefit
Trust Fund (PEBTF). The PEBTF is a jointly
trusteed health and welfare fund which is respon-
sible for the AEHP. The PEBTF also administers
the REHP for the Commonwealth in accordance
with the REHP Administrative Agreement.

d . Retired Employes Health Program
(REHP). The plan of benefits for eligible retired
state employes, including employes who retired
from bargaining units L1 and L3 and participating
agencies not on the IPPS. The REHP encom-
passes various mechanisms for providing medical/
surgical, hospital, mental health/substance abuse,
prescription drug, and other such benefits for most
retired state employes.

B
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e . REHP Administrative Agreement. The
contractual agreement between the Commonwealth
and the PEBTF which governs the administration
and payment for benefits provided under the REHP.

f . State Police Health Program (SPHP).
The plan of benefits under Blue Cross and Blue
Shield for employes covered under bargaining units
L1 and L3. The SPHP encompasses various
mechanisms for providing medical/surgical,
hospital, and major medical benefits for active State
Police employes.

5 . POLICY .

a . Coverage in the REHP is provided if an
employe or dependent is covered under the AEHP
or SPHP on the employe's last day actively at
work (or was eligible for enrollment in the AEHP or
SPHP on the employe's last day actively at work),
and meets the eligibility requirements as specified
in the Commonwealth's collective bargaining agree-
ments and Management Directive 530.24, Retired
Employe Health Program Eligibility Requirements.

b . The PEBTF, as third party administrator
of the REHP, is reimbursed for REHP costs
according to the methods and within the time frames
established in the REHP Administrative Agreement
between the Commonwealth and the PEBTF.

c . The REHP biweekly rate per active
employe is determined by the Office of Administra-
tion (OA) and reviewed and approved by the
Office of the Budget (OB), Deputy Secretary for
Budget, based on the total estimated REHP costs,
including necessary reserves, in accordance with
the financial arrangements established by the REHP
Administrative Agreement.

d . Effective with the first pay date in each
fiscal year, the new REHP costs will be charged
to and paid by agencies whose active employes
will be eligible, as annuitants, to enroll in the REHP.

6 . RESPONSIBILITIES.

a . The OA, Bureau of Personnel, will
annually estimate the REHP costs and calculate
the REHP biweekly rate per active employe to be
charged to the agencies. Proposed rates will be
submitted to the Office of the Budget, Deputy
Secretary for Budget for review and approval.

b . The OA, Central Management Informa-
tion Center (CMIC), will calculate the actual
biweekly agency payroll costs for the REHP and
update agency expenditures in the Commonwealth's
Integrated Central Systems (ICS) Accounting Sys-
tem. CMIC will also produce monthly annuitant
medical benefits contributions reports.

c . Agencies not on the Commonwealth's
IPP system will submit payments directly to the
PEBTF based on the REHP biweekly rate per
active employe determined by the OA, and
reviewed and approved by the Deputy Secretary
for Budget.

d . The PEBTF will administer the REHP in
accordance with the REHP Administrative Agree-
ment.

7 . P R O C E D U R E S .

S t e p Act ion

1 . Calculates the REHP
biweekly rate per active
employe and forwards to the
OB, Deputy Secretary for
Budget, for review and
approval.

2 . Reviews the proposed rate
and notifies OA of approval.

3 . Notifies the Bureau of Man-
agement Information Systems
(BMIS), Bureau of Common-
wealth Payroll Operations
(BCPO), and independent
agencies of the approved
REHP annual biweekly rate.

4 . Notifies CMIC of approved
REHP annual biweekly rate.

5 . Calculates the actual agency
biweekly payroll costs for the
REHP.

6 . Charges the calculated
agency REHP costs to minor
object 142 in the Common-
wealth's ICS Accounting Sys-
tem.

Action By

OA.

Deputy
Secretary for
Budget.

OA.

OB, BMIS.

OA, CMIC.
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S t e p Act ion

7 . Prepares Annuitant Medical
Benefits Contributions report
(ADA Report # XAD58601)
and forwards it to the Office
of the Budget, BCPO.

8 . Receives ADA Report
# XAD58601 from CMIC.

9 . Receives Monthly Payment
Request Form from the
PEBTF. Contacts the
PEBTF if Payment Request
Form is not received within
the specified two day time
frame.

10 . Verifies the information and
calculation on the Monthly
Payment Request Form.

11 . Prepares and processes
monthly payment for the
amount shown on the Monthly
Payment Request Form within
the time frames established
in the REHP Administrative
Agreement.

12 . Forwards payment voucher to
Treasury to initiate the trans-
fer of funds to the PEBTF.

13 . Transmits monthly payment to
PEBTF for agencies under
IPPS and for independent
agencies requiring such
services.

14 . Forwards check transmittal
and Monthly Payment
Request Form to the PEBTF.

S t e p Act ion

15 . Prepares and processes
monthly payment based on
the REHP biweekly rate per
active employe. Notifies
Treasury of the monthly
amount to be paid in the man-
ner prescribed by its comp-
troller and agreed to by
Treasury.

16 . If appropriate, pays PEBTF
monthly.

Action By

OA, CMIC.

OB, BCPO.

Treasury.

OB, BCPO.

Action By

Independent
Agency.

Enclosure:

1 – List of Agencies Whose Employes are
Eligible to Participate in the REHP Upon
Retirement

This directive supersedes Management Directive
315.16 dated June 4, 1982.
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LIST OF AGENCIES WHOSE EMPLOYES ARE ELIGIBLE
TO PARTICIPATE IN THE REHP UPON RETIREMENT

Executive Offices

Governor's Office

Aging

Agriculture

Attorney General

Auditor General

Banking

Civil Service  Commission

Community and Economic Development

Conservation and Natural Resources

Corrections

Education

Environmental Hearing Board

Environmental Protection

Ethics Commission

Fish and Boat Commission

Game Commission

General Services

Health

Historical and Museum Commission

Insurance

Labor and Industry

Lieutenant Governor's Office

Liquor Control Board

Milk Marketing Board

Military and Veterans Affairs

PA Emergency Management Agency

PA Infrastructure Investment Authority (PENNVEST)

PA Higher Education Assistance Agency

PA Municipal Retirement System

PA Port Authorities

PA Public Television Network Commission

Probation and Parole, Board of

Public School Employes' Retirement System

Public Utility Commission

Public Welfare

Revenue

Securities Commission

State

State Employes' Retirement System

State Police

State Public School Building Authority

State System of Higher Education

State Tax Equalization Board

Transportation

Treasury Department
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No. 1991-35

AN ACT

HB804

AmendingtheactofApril 9, 1929 (P.L.177, No.175),entitled“An actproviding
for andreorganizingtheconductof theexecutiveandadministrativework of
the Commonwealthby theExecutiveDepartmentthereofandtheadministra-
tive departments,boards, commissions,and officers thereof, including the
boardsof trusteesof StateNormal Schools,or TeachersColleges;abolishing,
creating,reorganizingorauthorizingthe reorganizationof certainadministra-
tive departments,boards,andcommissions;definingthepowersanddutiesof
the Governor and other executiveand administrativeofficers, and of the
severaladministrativedepartments,boards,commissions,andofficers; fixing
the salariesof theGovernor,LieutenantGovernor,andcertainotherexecutive
andadministrativeofficers;providingfor theappointmentof certainadminis-
trativeofficers,andof all deputiesandotherassistantsandemployesincertain
departments,boards,andcommissions;andprescribingthe mannerin which
the numberand compensationof the deputiesandall other assistantsand
employes of certain departments,boards andcommissionsshall be deter-
mined,” furtherprovidingfor membershipof theboardof ThePennsylvania
IndustrialDevelopmentAuthority, for crimevictims’ compensationandassis-
tanceand for therights of crimevictims; providingfor the continuationof
medicalinsurancecoveragefor survivor-spouseannuitants;providing-for=costs
for offendersupervisionprogramsand for the depositof certain surplus;
furtherproviding for thesubmissionof agencybudgetrequeststo theGeneral
Assemblyandfor controlof thebudgetingprocessesby theGeneralAssembly;
providing for electronicaccessto certain informationprovidedby the Gover-
nor; authorizingtheDepartmentof EnvironmentalResourcesto indemnify
and hold harmlessPermaGrainProducts,Inc., from and against certain
damagesrelatedto personalinjury andpropertydamageat Quehanna,Penn-
sylvania; permittingthe drilling of water wells on Statelandsundercertain
conditions; furtherproviding for municipalnoticesrelatingto certainpermits
issuedby the Departmentof EnvironmentalResources;andprovidingfor the
expirationof thehealthcarefacilities’ certificateof needprocess.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. The act of April 9, 1929 (P.L.177,No.175), known as The
AdministrativeCodeof 1929,isamendedby addinga sectionto read:

Section 307. The Pennsylvania Industrial Development Authority;
Additional Members.—Inaddition to the membersof the board of The
PennsylvaniaIndustrialDevelopmentAuthorityprovidedin section4 &f the
act ofMay17, 1956(1955P.L.1609,No.537), knownasthe “Pennsylvania
IndustrialDevelopmentAuthorityAct,“ theMajority LeaderoftheSenate,
theMinority LeaderoftheSenate,theMajority LeaderoftheHouseofRep-
resentativesand theMinority Leaderofthe HouseofRepresentativesshall
each appoint one memberto the board of The PennsylvaniaIndustrial
DevelopmentAuthority.A memberappointedpursuantto thissectionshall
serve at thepleasureofthe officerwho appointedthemember.Membersof
theGeneralAssemblyshallnotbeeligibleforappointmentto-the-board.
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Section2. Sections477 and477.3(b) and(d) of the act, amendedJune
30, 1984 (P.L.458,No.96) andDecember11, 1986 (P.L.1490,No.155),are
amendedto read:

Section477. Definitions.—Sofar asit relatesto the crimevictim’s com-
pensationprovisions,thefollowingtermsshallbedefinedas:

“Board” meanstheCrime Victim’s CompensationBoard.
“Claimant” meansthepersonfiling aclaimpursuanttothis act.
t”Crime” meansan actcommittedin Pennsylvaniawhich, if committed

by a mentallycompetent,criminally responsibleadult, who had no legal
exemptionor defense,wouldconstituteacrimeasdefinedin andproscribed
by Title 18 of the“PennsylvaniaConsolidatedStatutes,”(relating to crimes
andoffenses)or enumeratedin the act of April 14, 1972 (P.L.233,No.64),
knownas “The ControlledSubstance,Drug, Device andCosmeticAct”:
Provided,however,That no actinvolving the operationof a motorvehicle
which resultsin injury shallconstitutea crime for the purposeof this act
unlesssuch injury was intentionally inflicted through the use of a motor
vehicle.J

“Crime” meansan act, including an act resultingin injury intentionally
inflictedthroughtheuseofamotorvehicle,whichwascommitted:

(1) In Pennsylvaniaby a person without regard to legal exemptionor
defenseandwhichwouldconstitutea crimeonlyasdefinedin,~prosctibedby
orenumeratedin:

(1) 18Pa.C.S. (relatingto crimesandoffenses),30Pa.C.S.§ 5502(relat-
ing to operatingwatercrafiunderL~fluenceof alcohol or controlledsub-
stance)or 5502.1(relating to homicidebywatercraftwhileoperatingunder
influence)and 75 Pa.C.S. § 3731 (relating to driving underinfluenceof
alcohol or controlled substance)or 3735 frelating to homicideby vehicle
whiledrivingunderinfluence);

(ii) the act ofApril 14, 1972 (P.L.233, No.64), known as “The Con-
trolledSubstance,Drug,DeviceandCosmeticAct”; or

(lii) thelawsoftheUnitedStates.
(2) Against a residentofPennsylvaniawhich wouldbe a crime under

clause(1) butfor its occurrencein aslateotherthanPennsylvania.
“Diversionaryprogram“meansa programusedtodivertthedefendantto

an alternativeformofdispositionunderthePennsylvaniaRulesofCriminal
Procedureor statutoryauthorityand includesthosedispositiens-iiuthcrked
byRules160, 176and314ofthePennsylvaniaRulesofCriminal Procedure
andsections17and18oftheactofApril14, 7972(P.L.233,No.64),known
as “The ControlledSubstance,Drug,DeviceandCosmeticAct.”

“Family,” when used in referenceto a person, shall mean(i) anyone
relatedto suchpersonwithin the third degreeof consanguinityor affinity,
(ii) anyonemaintaininga common-lawrelationshipwith suchperson,or (iii)
anyoneresidingin thesamehouseholdwith suchperson.

“Injury” shall includephysical or mental damagesincurred as a direct
result of the crime andaggravationof existing injuries if additional losses
canbeattributedto thedirect resultof thecrime. Compensationfor mental
damagesshall belimited to expensesincurred for psychologicalor psychiat-
ncserviceswhich becamenecessaryasa directresultof thecrime.
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“Intervenor” shall meana personwho goesto the aid of anotherand
suffersphysicalor mentalinjury or deathasadirectresultof actingnot reck-
lesslyto preventthe commissionof a crime, or to lawfully apprehenda
personreasonablysuspectedof havingcommittedsuchcrime,or to aid the
victim of suchcrime.

“Local law enforcementagency” meansa police departmentof a city,
borough,incorporatedtown or township.

“Loss of earnings,”in addition to its ordinary meaning,shall meanthe
loss of thecashequivalentof Ia] onemonth’ssocialsecurity,railroadretire-
ment,pensionplan, retirementplan, disability, child support or spousal
supportpayment,wheresaid paymentis the primarysourceof the victim’s
incomeandwherethevictim is deprivedof the moneyasadirect resultof a
crime.

“Out-of-pocket loss” means the unreimbursedand unreimbursable
expensesor indebtednessincurred for medicalcare, nonmedicalremedial
careandtreatmentrenderedinaccordancewith areligiousmethodof healing
asapprovedby the board,or otherservices,includingpsychologicalcounsel-
ing, prosthetic devices, eyeglassesor other corrective lenses, or dental
devices,reasonablynecessaryasaresultof theinjury uponwhich-theclaim is
basedand for which the claimanteither has paid or is liable, to include
expensesfor physicalexaminationsandmaterialsusedto obtainevidence.In
no caseshall propertydamagesor compensationfor painandsufferingbe
included.

“Victim” shallmeanapersonagainstwhomacrimehasbeencommitted,
other thanthe allegedoffender,who, asadirect resultof the crime,suffers
physicalor mentalinjury, deathor theloss of earningsas hereindefinedi.]
andshall includea residentofPennsylvaniaagainstwhoman act hasbeen
committedwhich otherwisewouldconstitutea crimeas definedin this act
butfor its occurrencein a stateotherthanPennsylvaniaandfor which the
personwouldotherwisebe compensatedby the crime victim compensation
programofthestatewherethe act occurredbutfor theineligibility ofsuch
program under the provisionsof the Victims of Crime Act of 1984 (42
U.S.C.§ 10601,etseq.),asamended.

Section477.3. PersonsEligible forCompensation..~_** *

(b) A personwho is criminally responsiblefor the crime upon which a
claim is basedor an accompliceof suchpersonshallnot beeligible to receive
compensationwith respectto suchclaim. A memberof the family of the
personwho committedthecrime shallnotbeeligible if theoffenderisliving
in the samehouseholdas the victim andwill substantiallybenefit from the
award.TheAttorney Generalmay suethe offenderor thevictim or both to
recovertheawardif theoffenderatanytime benefitsfromtheaward.

***

(d) Where a crime results in death,the spouse,children, parentsor
siblings of the victim, whoresidewithin the samehouseholdasthe victim,
shall be eligible for compensationfor the costof psychologicalcounseling
[whichis] andotherreasonableout-of-pocketlosseswhicharedeemedneces-
saryasadirectresultof thecriminal incident.
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Section3. Sections477.9(e)and 477.15 of the act, amendedor added
June30,1984(P.L.458,No.96),areamendedto read:

Section477.9. Awards._** *

(e) Except for any paymentsor proceedsthat are specifically denomi-
natedas compensationfor dismembermentor loss of an eye, any award
madepursuantto this act shall be reducedby the amountof any payments
receivedorto be receivedby theclaimantasaresultof the injury (i) fromor
on behalfof the personwho committedthe crime, (ii) underany insurance
programsincludingthosemandatedby law, (iii) underanycontractof insur-
ancewhereintheclaimantis the[insured]beneficiary,(iv) frompublic funds,
[on (v) as anemergencyawardpursuantto section477.8of this act, or (vi)
underanypensionprogram, includingthoseprovidingfor disability or sur-
vivor~rbenefits.

Section477.15. [Mandatory] Costs.—(a) Any person who pleads
guilty or nob contendereor who is convictedof any crime, as definedin
section477 shall, in addition to costs imposed pursuantto 42 Pa.C.S.
§ 3571(c) (relatingto Commonwealthportionof fines,etc.),besentencedto
paycostsof at least [fifteen dollars($15.)] thirty dollars ($30), andmaybe
sentencedtopayadditionalcostsin anamountup to thestatutory-maximum
monetarypenaltyfor theoffensecommitted.

(~a.1~)Any personplaced in a diversionaryprogram, as defined in
section477, shall be requiredtopaycostsofat least thirty dollars ($30), in
additiontocostsimposedpursuantto42 Pa.C.S.§ 3571(c).

(b) [Ten dollars($10)] Fifteen dollars ($15)ofthecostsimposedunder
subsections(a) and (a.1) plusthirty percentumofthecostsimposedunder
subsection(a) which exceedthirty dollars ($30) shall be paid into a special
nonlapsingfund, which’ is herebyestablished,for useby the CrimeVictim’s
CompensationBoardforpaymentto victimsandtechnicalassistance.

(c) [Five dollars ($5)] Fifteendollars ($15) of the costsimposedunder
subsections(a) and(a.1)plusseventypercentumofthecosts-imposed-under
subsection(a) which exceedthirty dollars ($30) shall be paid into a special
nonlapsingfund,which is herebyestablished,for useby theCommissionon
CrimeandDelinquencyfor victim-witnessservicesgrantsandtechnicalassis-
tance in nonvictim compensationrelated areas in accordancewith this
section.

(d) This costshall be imposednotwithstandingany otherprovision[to]
in thisactor otheractto thecontrary.

(e) The district attorney,the Crime Victim’s CompensationBoard, the
Commissionon CrimeandDelinquencyor anyvictim of acrime (asdefined
in section477) shall havestandingto seek a mandamusorder requiring the
countytocollectthecostsimposedby thissection.

Section4. Theactis amendedby addingasectionto read:
Section477.20. Costsfor OffenderSupervisionPrograms.—(a) The

court shallimpose,asa conditionofsupervision,a monthlysuper’.’Lcion-fee
ofat least twenty-fivedollars ($25) on anyoffenderplacedon probation,
parole, acceleratedrehabilitative disposition, probationwithout verdict or
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intermediatepunishment,unlessthe court finds that suchfeeshouldbe
reduced,waivedordeferredbasedon theoffender’spresentinability topay.
Of thefeecollected,fifty percent(50%)shall bedepositedinto the County
OffenderSupervisionFund establishedin each countypursuant to this
section andthe remainingfifty percent(50%) shall be depositedinto the
StateOffenderSupervisionFundestablishedpursuantto thisseetion.

(b) ThePennsylvaniaBoardofProbationandParoleshallimpose,asa
conditionofsupervision,a monthlysupervisionfeeof at least twenty-five
dollars($25)onanyoffenderundertheboard’ssupervision,unlesstheboard
finds that suchfeeshouldbereduced, waivedor deferredbasedon the
offender’spresentinability topay.

(c) For offendersundersupervisionofa countyprobationdepartmentor
thePennsylvaniaBoardofProbationandParole,as oftheeffectivedateof
thissection,thefeewill automaticallybecomeapartofthesupervisioncon-
ditions as if the court or board had imposedit, unlessthe court or board
makesafindingthattheoffenderSrpresentlyunabletopay.

(d) Thecourtorboardmaymakeafinding that theoffenderisunableto
paybasedonanyofthefollowingfactors:

(1) Theoffenderhasdiligentlyattemptedbuthasbeenunableto obtain
employmentthatprovidestheoffendersufficientincometo makesuchpay-
ments.

(2) Theoffenderis astudentin a school,college, universityora course
of vocationalor technical training designedto fit the studentfor gainful
employment.

(3) The offenderhas an employmenthandicap, as determinedby an
examinationacceptableto ororderedbythecourtorboard.

(4) Theoffender’sagepreventsemployment.
(5) Theoffenderis responsiblefor the supportof dependentsand the

paymentoftheassessmentconstitutesan unduehardshipon tke—&fftnder.
(6) Other extenuatingcircumstancesas determinedby the court or

board.
(e) During fiscalyear 1991-1992, the county treasurerof each county

shall establishandadministera CountyOffenderSupervisionFundconsist-
ing ofthefeescollectedpursuantto thissection. Thecountytreasurershall
dispersemoneysfrom thisfundonlyat thediscretionofthepresidentjudge
ofthecourtofcommonpleas.Themoneysin thisfundshall beusedtopay
the salaries and employebenefitsof all probation andparole personnel
employedby the countyprobationandparole departmentand the opera-
tionalexpensesof saiddepartment.Moneysfrom thefundshall beusedto
supplementFederal,Stateorcountyappropriations/orthecountyadultpro-
bation and parole department. Thepresidentjudgeshall, on or before
August31 ofeachyear, provide theboardwith an annualstatementwhich
fully reflects all collections depositedinto and expendituresfrom the
OffenderSupervisionFeeFundfor theprecedingfiscalyear. Theboardshall
establish temporary rules, regulations and guidelinesfor the immediate
implementationoftheCountyOffenderSupervisionFeeProgram-and-shal4
within oneyear of the effectivedate of this act, promulgateregulations
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undertheact ofJuly 31, 1968 (P.L.769, No.240),referredto as the Com-
monwealth DocumentsLaw, and the act of June25, 1982 (P.L.633,
No.181),knownasthe “RegulatoryReviewAct,“to provide/ortheperma-
nentadministrationofthisprogram.

(/~Beginningin fiscalyear1991-1992,thereis herebyestablishedaState
OffenderSupervisionFundto beadministeredby the boardandcomprised
ofthe supervisionfeescollectedby the boardpursuantto thissection.The
moneysin thisfundshallbe usedto supplementthe FederalorStatefunds
appropriated/ortheimprovementofadultprobationservices.

(g) For purposesof this section, the term “board” shall refer to and
meanthePennsylvaniaBoard0/ProbationandParole.

Section 5. Thedefinition of “crime” in section479.1 of the act, added
June30, 1984(P.L.458,No.96),isamendedtoread:

Section479.1. Definitions.—The following words and phraseswhen
usedin sections479through479.5shallhavethemeaningsgiven to them in
this sectionunlessthecontextclearly indicatesotherwise:

[“Crime” meansan actcommittedin this Commonwealthwhich, if com-
mitted by a mentallycompetent,criminally responsibleadult who hadno
legal exemptionor defense,would constitutea crimeas definedin andpro-
scribedby Title 18 of the PennsylvaniaConsolidatedStatutes(relating to
crimes andoffenses)or enumeratedin the actof April 14, 1972 (P.L.233,
No.64), known as “TheControlledSubstance,Drug,Device andCosmetic
Act.” No act involving the operationof a motor vehiclewhich resultsin
injury shall constitutea crime for the purposeof this actunlessthe injury
wasintentionallyinflictedthroughtheuseof amotorvehicle.]

“Crime” meansan act resultingin injury, including an act intentionally
inflicted through the useof a motor vehicle, which was committedby a
personin Pennsylvania,without regardto legalexemptionor defense,which
wouldconstituteacrimeonlyasdefinedin, proscribedbyorenumeratedin:

(1) 18Pa.C.S.frelatingto crimesandoffenses),30Pa.C.S. § 5502frelat-
ing to operatingwatercraftunderiiifiuence of alcohol or controlledsub-
stance)or 5502.1(relating to homicidebywatercraftwhileoperatingunder
influence)and 75 Pa.C.S. § 3731 (relating to driving under influenceof
alcohol or controlledsubstance)or 3735 (relating to homicideby vehicle
whiledrivingunderinfluence);

(2) the act of April 14, 1972 (P.L.233, No.64), known as “The Con-
trolledSubstance,Drug,DeviceandCosmeticAct”; or

(3) thelawsoftheUnitedStates.

Section 6. Section479.3 of the act, addedJune 30, 1984 (P.L.458,
No.96),is amendedtoread:

Section479.3. BasicBill of Rights for Victims.—Victimsof crime have
thefollowingrights:

(1) To haveincludedin any preseatencereport informationconcerning
the effect that the crime conunittedby the defendanthas had upon the
victim, includingany physicalor psychologicalharmor financial loss suf-
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feredby thevictim, tothe extentthatsuchinformationis availablefrom the
victim or othersources.

(2) Tohaverestitutionorderedasaconditionof probationwheneverfea-
sible.

(3) Upon requestof the victim of a feloniously assaultivecrime, to be
promptly informedby the district attorneywheneverthe assailantis to be
releasedon parole,furloughor anyotherform of supervisedor unsupervised
releasefromfull incarceration.

(4) To haveassistancein thepreparationof, submissionofandfollow-
up onfinancialassistanceclaimstotheboard.

Section7. Section479.5(1) of the act, added December 11, 1986
(P.L.1490,No.155), is amendedtoread:

Section479.5. GrantProgramfor Services._** *

(1) In the allocationof funds for servicesundersection479.4, the com-
mission shall consider the revenuecollected by potential grant recipients
under the penaltyassessmentsauthorizedin section477.15 of this act and
section 1203 of the act of June 13, 1967 (P.L.31, No.21), known as the
“Public WelfareCode,”pertainingto domesticviolenceandrapecrisisser-
vices andtheextentto which crime victims’compensationclaimsassistance
Scmadeavailable.

Section8. Theactis amendedby addinga sectiontoread:
Section529. Medical Insurance Coverage For Survivor-Spousesof

Annuitants.—(a) A survivor-spouseof an annuitant under the State
Employees’RetirementSystemwho hadelectedto convertmedical, major
medicalandhospitalizationinsurancecoverageshallhavetheoptior tocon~
tinue such insurancecoverage. The State Employees’RetirementBoard,
uponreceiptoftheelectionby thesurvivor-spouseoftheannuitantto con-
tinuesuchinsurancecoverage,shall notify theinsurancecarrier oftheelec-
tion anddeduct the appropriateannualchargesin equalmonthly install-
ments.Suchdeductionsshall be transmittedto the designatedfiscalofficer
ofthe Commonwealthhavingjurisdiction overthepaymentofsuchgroup
chargesonbehalf0/theannuitantor thesurvivor-spouse.

(b) In the eventthat themonthlyannuityof thesurvivor-spouseof the
annuitantis lessthan theamountneededorsuchpersonreceivesnosurvivor
annuityto covertheapplicablemonthlyinstallmentpayments,~the-Common-
wealth‘sfiscalofficershallidentify thetotalannualdifferencebetwe,’nihese
amountsandshall notify the survivor-spouseofthe annuitantof the defi-
ciency.Within thirty (30)daysofthisnotification, thesurvivor-spouseofthe
annuitantshallmakeapaymentto the Commonwealth’sflscat#fficer-in an
amount sufficient to cover the full year’s deficiency. If paymentis not
receivedby the Commonwealth’sfiscal officer within the specifiedtime
period, theeligibility/or Stateinsurancecoverage/orthesurvivor-spouse-of
theannuitantshallbeforfeited.Uponforfeiture,theCommonwealth‘sfiscal
officer shall notify both the insurancecarrier and the State Employees’
RetirementBoard.

(c) If the survivor-spouseof the annuitantelectsto continueinsurance
coverageandmakestheannualdeficiencypayment,insurancecoveragewill
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continuefor twelve (12) months,during which the Commonwealth‘~cfiscal
officer will redeterminethe requiredannualdeficiencyamountandnotify
the survivor-spouseoftheannuitantoftheamountrequiredto-assurecontin-
uedcoverage.This notificationshalltakeplaceat leastthirty (30) daysprior
to theanniversarydateofthe electionby the survivor-spouseofthe annu-
itant topay/orinsurancecoverage.

Section9. Sections613 introductory paragraphand 614 of the act,
addedSeptember27, 1978(P.L.775,No.149),areamendedtoread:

Section613. Submissionof Budgetto GeneralAssembly.—Assoonas
possibleafter the organizationof the GeneralAssembly,but not later than
thefirst full weekin Februaryof eachyear,exceptin thecasewhereaGover-
norhasbeenelectedfor hisfirst termof officeandthenno laterthanthe-first
full week in March, the Governorshall submit to the GeneralAssembly
copiesof original agencybudgetrequestsandall subsequentrevisedagency
budgetrequestsanda Statebudgetandprogramandfinancial planembrac-
ing:

Section614. List of Employes to be Furnishedto Certain StateOffi-
cers.—(a) All administrativedepartments,boards,andcommissionsand
the AttorneyGeneralshall on July [5 of eachyear,transmit to the Auditor
General,theStateTreasurerandSecretaryof the Budgetacompletelist, and
to the LegislativeDataProcessingCentera computertapeof suchlist, asof
July 1 preceding,of the namesof all persons,exceptday-laborers,entitledto
receivecompensationfromtheCommonwealthforservicesrenderedinor to
the department,board,or commission,as the casemay be. Such list shall
showthepositionoccupiedby eachsuchperson,the dateof birth andvoting
residenceof suchperson,thesalaryatwhichor otherbasisuponwhichsuch
personisentitledto bepaid, thedatewhensuchpersonenteredtheserviceof
the Commonwealth,whethersuchpersonhasbeencontinuouslyemployed
by the Commonwealthsincethatdate, andall periodsof serviceand posi-
tionsheld asanemployeof theCommonwealth,or suchpart of suchinfor-
mationastheGovernormayprescribe.

(b) [Each]Nolater thanthe15th ofeachmonththereafter,theAttorney
General,theheadsof theseveraladministrativedepartments,andthe several
independentadministrativeboards and commissions,shall certify to the
Auditor General, the StateTreasurerandthe Secretaryof the Budgetany
changesin the annuallist of employeslast transmittedto them which shall
haveoccurredduringthe precedingmonth~.Jandshallprovideto theLegis-
lativeDataProcessingCenteracomputertape0/suchchanges.-

(c) Theinformationreceivedby theAuditor General,theStateTreasurer
andtheSecretaryof the Budget,underthissection,shallbepublic informa-
tion.

Section10. Section615 of theact is amendedby addingasubsectionto
read:

Section 615. Estimatesof CurrentExpendituresby Departments,Boards
andConunissions.__** *
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(d) TheSecretaryoftheBudgetshall not, underhis authoritypursuant
to this section, disapproveor reduceany amount appropriated by the
GeneralAssembly/orgrantsandsubsidieswithoutgivingten-(1Otdays’prior
noticeto theMajority andMinority ChairmenoftheAppropriationsCom-
mittees0/theSenateandtheHouseofRepresentatives,for theirreviewand
comment.Suchnoticeshall includethe amountoftheappropriationto be
reducedor disapproved, the reasons why the appropriation should be
reducedordisapprovedandtheestimatedimpact0/suchreductioa-or-disap-
proval on theprograms,servicesorpurposesforwhich theappropriationis
provided.

Section 11. Theactis amendedby addingsectionstoread:
Section620.1. ElectronicAccessofInformation.—Exceptfor confiden-

tial information,theMajority andMinority Chairmen0/theAppropriations
CommitteesoftheSenateandHouseofRepresentativesshallhaveaccess-W
all information available on inquiry-only screensthrough the Integrated
CentralSystem.

Section622. Trans/erof Portion of Surplus.—lnanyfiscal year In
which theSecretaryo/theBudgetcertifiesthatthereScasurplus-ofoperating
fundsin the GeneralFund,tenper centum(10%)ofsuchsurplusshall be
depositedbytheendofthenextsucceedingquarterinto the TaxStabilization
ReserveFund establishedunder Chapter 2 of the act of July 1, 1985
(P.L.120,No.32),knownasthe “Tax StabilizationReserveFundAct.”

Section623. Disposition of CommonwealthAssets.—Moneyreceived
from the dispositionofassetsofthe Commonwealthshallbe depositedinto
theTaxStabilizationReserveFund.

Section 12. Section 1903-A(5)and(11)of the act,amendedDecember3,
1970(P.L.834,No.275),areamendedtoread:

Section 1903-A. ForestPowers;Leaseof SmallAreasof StateForests.—
TheDepartmentof EnvironmentalResourcesshallhavethepower:

(5) To giveto boroughsandothermunicipalitiesof thisCommonwealth
andto relatedmunicipalauthorities, upon such termsand subjectto such
restrictionsandregulationsas the departmentmay deemproper,the privi-
legeof impoundingwateranddrilling waterwellsuponanyStateforest,and
of constructing,maintaining,andoperatinglinesof pipesupon andthrough
Stateforestsfor thepurposeof conveyingwatertherefrom,wheneverit shall
betothepublicinterestsoto do.

(11) To lease,with the approvalof the Governor,and in cooperation
with theDepartmentof Commerce,thoseStateforestlandsacquiredby gift
from PennsylvaniaState University or by acquisition from the Curtiss-
Wright CorporationwhicharelocatedatQuehanna,Pennsylvania,or recov-
ered through the terminationof a leasewith Curtiss-Wright Corporation
relating to Quehanna,Pennsylvania,and upon which are erectedcertain
industrial buildings constructedby the Curtiss-Wright Corporation for
industrialor economicdevelopmentpurposesor for nuclearreactorsafety
zonepurposes.
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Such leasesmay be madewith industrial tenantsor nonprofitindustrial
developmentcorporations.The departmentin securingtenantsshallcooper-
atefully with the Departmentof Commerce.Every suchleaseenteredinto
shallconformingeneralto thetermsof thestandardindustrialleaseusedby
the departmentand approvedby theAttorney General.Every such lease
shall otherwisethanasin thisact prescribedbeuponsuchtermsandcondi-
tionsastheSecretaryof EnvironmentalResourcesdeemsin thebestinterests
of the Commonwealth.However,all pavedroadsthrough the Quehanna
project shall remainopento the generalpublic use. Any suchleasemay
permit the tenant to alter or expand,at its own expenseand with the
approvalof the departmentfirst obtainedin writing, existingbuildingsto
meettherequirementsof its particularindustrialoperation.Everysuchlease
shallprovidefor thedepositof industrial floor spacerentalsandsewageand
waterrentalsin a restrictedreceiptsfund, from which the departmentmay
drawmoneysfor usein developing,operatingandmaintainingthewaterand
sewagedisposalfacilities, andreplacingmachinery,equipmentandfixtures
appurtenantthereto, at aforesaidQuehanna.Said restrictedreceiptsfund
shallbeauditedtwo yearsfrom theeffectivedateof this act andattwo-year
intervalsthereafter,with any residueappearingin saidfund at the endof
eachauditingperiodto bedepositedin theGeneralFund.

Thedepartmentis herebyauthorizedto indemnifyandholdharmless-Per-
maGrainProducts,Inc.,from andagainstanyandall damagesincurredby
PermaGrainProducts,Inc., relatedtopersonalinjury or propertydamage,
resultingfrom radioactivecontaminationarising exclusivelyfromperform-
anceby the Commonwealthor its contractorsofthe characterization,reme-
diation, decontaminationand removalofradioactive materialsfrom con-
taminatedstructureson thoseStateforestlandsacquiredfromthePennsyl-
vania State University or Curtiss-Wright Corporation and located at
Quehanna,Pennsylvania.

Section 13. Section 1905-A(b) of the actis amendedby addinga clause
toread:

Section1905-A. Cooperationwith Municipalities._** *

(b) ~
(4) When the departmentissuesan emergencypermit to respondto or

alleviatean actual or imminentthreat to life, propertyor theenvironment,
suchasactivitiesconductedin compliancewith theemergenc~reonsepro—
visionsoftheNatural GasPipelineSafetyActof1968 (PublicLaw90-481,
49 U.S.C.§ 1671 etseq.)and49 CFR192.615(relating toemergencyplans),
theprovisionsofclause(2) andanyotherprovision in regulationrequiring
noticeto theaffectedmunicipalityshall notapply. Theapplicantshallnotify
theaffectedmunicipalityofanemergencypermitassoonaspossible-verbally
andprovideafollow-up noticein writing withinforty-eight(48) hoursfrom
theissuance0/anemergencypermit.

Section 14. Theactisamendedby addingasectiontoread:
Section2122. Expiration of Cert(uicate of NeedProcessGenerally.—

Thecertificateof needprocessestablishedunderthe act of July 19, 1979
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(P.L.130,No.48), knownas the “Health Care FacilitiesAct,” shall expire
December31, 1992,unlesssoonerextendedby theGeneralAssemblypursu-
ant to the review proceduresetforth in the act of December22, 1981
(P.L.508, No.142), known as the “SunsetAct.” The certificateof need
processmaynotbeusedafterDecember31,1992,unlessthisexpirationdate
Scextendedbystatutoryamendment.

Section 15. Theprovisionsof this act areseverable.If anyprovisionof
this actor its applicationto anypersonor circumstanceis held invalid, the
invalidity shall not affect otherprovisionsor applicationsof this act which
canbegiveneffectwithout theinvalidprovisionor application.

Section 16. The additionof section 529of the act shallapplyto all sur-
vivor-spousesof annuitantswho attainsuchstatussubsequentto theeffec-
tive dateof theadditionof section529oftheact.

Section 17. The amendmentof the definitionof “crime” in section477
of theactshallberetroactivetoSeptember1, 1990.

Section 18. This act shalltakeeffectasfollows:
(1) The amendmentor addition of sections477.3, 477.9, 477.15,

479.1,479.3and529of theactshalltakeeffect in60 days.
(2) Theremainderof thisactshalltakeeffectimmediately.

APPROVED—The14thdayof August,A. D. 1991.

ROBERT P. CASEY
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No. 1992-183

AN ACT

HB 2390

Amendingtheactof April 9, 1929 (P.L.177,No.175),entitled “An actproviding
forandreorganizingtheconductof theexecutiveandadministrativework of
theCommonwealthby theExecutiveDepartmentthereofandtheadministra-
tive departments,boards,commissions,and officers thereof, including the
boardsof trusteesof StateNormalSchools,orTeachersColleges;abolishing,
creating,reorganizingor authorizingthe reorganizationof certainadministra-
tive departments,boards,andcommissions;definingthepowersanddutiesof
the Governor and other executiveand administrativeofficers, and of the
severaladministrativedepartments,boards,commissions,andofficers; fixing
thesalariesof theGovernor,LieutenantGovernor,andcertainotherexecutive
andadministrativeofficers; providingfor theappointmentof certainadminis-
trativeofficers,andof all deputiesandotherassistantsandemployesin certain
departments,boards,andcommissions;andprescribingthemannerin which
the numberandcompensationof the deputiesandall other assistantsand
employes of certaindepartments,boards and commissionsshall be deter-
mined,” further providing for medical insurancecoveragefor survivor-
spousesof annuitants;validatingexpendituresby theDepartmentof Environ-
mentalResources;furtherprovidingfor certainpowersof theEnvironmental
QualityBoardin relation to surfacemining; providingfor theuseof thepro-
ceedsof certaincondemnationproceedings;andmakingarepeal.

The General Assembly of the Conunonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. Section529 of the act of April 9, 1929 (P.L.177,No.175),
known as The Administrative Code of 1929, added August 14, 1991
(P.L.331,No.35),isamendedtoread:

Section529. Medical InsuranceCoverage For Survivor-Spousesof
Annuitants.—(a) A survivor-spouseof an annuitant under the State
Employees’RetirementSystemwho hadelectedto convertmedical, major
medicalandhospitalizationinsurancecoverageshall havethe-optionto con-
tinue such insurancecoverage. The StateEmployees’RetirementSystem
shall notify prospectivelythe appropriate Stateagencyadministeringthat
aimuitant’sgrouphealthinsuranceprogram.A previouslycoveredsurvivor-
spouseofan annuitant who diedbeforeOctober14, 1991, mustnotify the
StateEmployees’RetirementSystemofpotential eligibility. The survivor-
spousemustsubmitsatisfactorydocumentationsupportingth~laimofe1igI~..
bility to the appropriateStateagencyadministeringthat annuitant‘s group
health insuranceprogram. The Stateagencyor fund administering that
annultant’sgroup health insuranceprogrammustsendan electionform to
the eligible survivor-spousewithin thirty (30) daysof notification that the
annuitantdied. The State Employees’Retirement(Boardj System,upon
receiptof the electionby the survivor-spouseof the annuitantto continue
suchinsurancecoverage,shallnotify the insurancecarrier oftheelectionand
deducttheappropriate[annuall chargesin equalmonthlyinstallments.Such
deductionsshall betransmittedto the designatedfiscal officer of the Corn-
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rnonwealthhavingjurisdiction over the paymentof suchgroupchargeson
behalfof theannuitantor the survivor-spouse.Thissectionshall applyto all
survivor-spousesofannuitantsregardlessofwhentheyattainos~oh,steEw.An
eligible survivor-spousewho doesnot return the electionform to the State
Employees’RetirementSystemor the appropriateState agencyadminis-
teringtheannuitant’s grouphealthinsuranceprogramwithin-thfrty-(30)-days
shallhaveacoverageeffectivedateof thefirst dayof the monthsubsequent
tothe receiptofthe electionform.

(b) In the eventthat the monthly annuity of the survivor-spouseof the
annuitantis lessthanthe amountneededor suchpersonreceivesno survivor
annuityto covertheapplicablemonthlyinstallmentpayments,theCommon-
wealth’s fiscal officer shall identify the total [annual] differencebetween
theseamountsandshall notify the survivor-spouseof the annuitantof the
deficiency.Withinthirty (30)daysof thisnotification,thesurvivor-spouseof
theannuitantshall makeapaymentto the Commonwealth’sfiscalofficer in
anamountsufficientto coverthe Ifull year’s]deficiencyfortheperiodman-
datedby the Stateagencyadministeringthe annuitant’s grouphealth insur-
ànceprogram,which periodshall notexceedthree(3) months. If paymentis
not receivedby theCommonwealth’sfiscal officer within the specifiedtime
period,theeligibility for Stateinsurancecoveragefor the survivor-spouseof
theannuitantshallbeforfeited.Uponforfeiture, theCommonwealth’sfiscal
officer shall notify both the insurancecarrier and the State Employees’
RetirementBoard.

(c) If the survivor-spouseof the annuitantelectsto continueinsurance
coverage and makes the lannual] installment payment or deficiency
payment,or both, insurancecoveragewill continue[for twelve (12) months,
duringwhich] in force with theCommonwealth’sfiscalofficer [will redeter-
mine the] determiningrateadjustmentsannually and any required[annuall
deficiencyamount[and]. TheCommonwealth‘sflscalofficershall notify the
survivor-spouseof the annuitantof theamountrequiredto assurecontinued
coverage.This notification shalltake placeat leastthirty (30) daysprior to
the[anniversary]dateof thelelectionby thesurvivor-spouseof theannuitant
to payfor Insurancecoverage.]proposedratechange.

Section2. Theactis amendedby addingsectionsto read:
Section1929-A. Expendituresfor Correctional Institutions.—Expendi-

turesby the DepartmentofEnvironmentalResourcesfor utility servicesfor
RockviewCorrectional Institution under section2 of the act of June 21,
1978(P.L.1485,No.16A),entitled“An act toprovidefor theexpensesofthe
Executive,LegislativeandJudicialDepartmentsof the Commonwealth,-the
public debtandfor the public schoolsfor thefiscalperiodJuly 1, 1978,to
June30,1979,andfor thepaymentofbills incurredandremaining unpaidat
thecloseofthefiscalperiodendingJune30, 1978,“are validated.

Section1930-A. Powersof Environmental Quality Board.—TheEnvi-
ronmentalQualityBoardshallhavethepowerandIts dutyshallbe-to-review
anypetition submittedto it to designatean areaas unsuitablefor surface
miningasprovidedfor in section315(h) through (n) of the act of June22,
1937 (P.L.1987,No.394),known as “The CleanStreamsLaw,” andmake
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designationspursuant thereto: Provided, however, That the board or the
Departmentof Environmental Resourcesshall not makesuch designations
for surfacemining operationsregulatedby the act of December19, 1984
(P.L.1093, No.219),known as the “Noncoal SurfaceMining Conservation
and ReclamationAct.” Thissectionshall notapplytoany petition to desig-
nate an area as unsuitable for noncoal mining operationsfiled with the
DepartmentofEnvironmentalResourcesprior toJuly 30, 1992.

Section2421. Utilization ofLock Haven UniversityCondemnationPro-
ceeds.—Allsumsreceivedfrom the condemnationof landsownedby the
Commonwealthand utilized byLock Haven University which have been
condemnedby the Army Corpsof Engineerson behalfof the Lock Haven
Area Flood Protection Authority, specifically Clinton County Tax Parcel
Numbers21-H-i-121 through 21-H-i-126and21-H-1-222,shall be usedfor
improvementto the replacementpropertiesor remainingpropertios-impact3d
by this condemnation.All sumsrealizedby the condemnation-ofTaxParcel
Numbers21-A-01-25, 21-A-01-26 andpart of 21-A-01-24shall beusedfor
improvementsto the remaining propertyimpactedby this condemnation.
Anyadditionalbenefitsreceivedfrom the condemnationshall-beused~bythe
universityfor public improvementofthe remaining Commonwealthproper-
tiesimpactedby the condemnation.

Section3. Section16 of the actof August 14, 1991 (P.L.331,No.35),
entitled “An act amendingthe act of April 9, 1929(P.L.177,No.175),enti-
tled ‘An act providingfor andreorganizingtheconductof theexecutiveand
administrativework of the Commonwealthby the ExecutiveDepartment
thereofandthe administrativedepartments,boards,commissions,andoffi-
cersthereof,including the boardsof trusteesof StateNormal Schools,or
TeachersColleges;abolishing,creating,reorganizingor authorizingthereor-
ganizationof certainadministrativedepartments,boards,andcommissions;
defining the powersandduties of the Governorandother executiveand
administrativeofficers, and of the several administrative departments,
boards,commissions,andofficers; fixing the salariesof theGovernor,Lieu-
tenantGovernor,and certainother executiveandadministrativeofficers;
providing for the appointmentof certainadministrativeofficers, andof all
deputiesand otherassistantsandemployesin certaindepartments,boards,
andcommissions;andprescribingthemannerin whichthe numberandcom-
pensationof the deputiesandall otherassistaiusandemployesof certain
departments,boardsandcommissionsshallbedetermined,’furtherprovid-
ing for membershipof the boardof The PennsylvaniaIndustrial Develop-
mentAuthority, for crime victims’ compensationandassistanceandfor the
rightsof crimevictims; providingfor thecontinuationof medicalinsurance
coveragefor survivor-spouseannuitants;providing for costsfor offender
supervisionprogramsandfor thedepositof certainsurplus;furtherprovid-
ing for the submissionof agencybudgetrequeststo the GeneralAssembly
andfor controlof thebudgetingprocessesby theGeneralAssembly;provid-
ing for electronicaccessto certaininformation providedby the Governor;
authorizingthe Departmentof EnvironmentalResourcesto indemnify and
holdharmlessPermaGrainProducts,Inc. from andagainstcertaindamages
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relatedto personalinjury andpropertydamageat Quehanna,Pennsylvania;
permittingthedrilling of waterwells on Statelandsundercertainconditions;
furtherproviding for municipalnoticesrelatingto certainpermits issuedby
the Departmentof EnvironmentalResources;andproviding for the expira-
tionof thehealth-carefacilities’ certificateof needprocess,”is repealed.

Section 4. Thisactshalltakeeffect immediately.

APPROVED—The18thdayof December,A. D. 1992.

ROBERT P. CASEY
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SERS PROCEDURE OUTLINE

FOR ACT 183 SURVIVOR-SPOUSE COVERAGE

CURRENT RETIREE DEATHS

The following procedures are currently used by SERS and PEBTF to administer the Survivor-

Spouse Health Program (ACT 183).  

1.   SERS - Receives notification of retiree death via phone call or correspondence.  

2.   SERS - Date of death data is then entered into the SERS Annuity Payroll records.

3.   SERS - Makes a weekly computer file transfer available to PEBTF that lists all retiree  

  deaths.  

4.   PEBTF - Retrieves the retiree death information file from SERS.

- cancels retiree contract

- notifies insurance co. (initiating non-group bill for dependents)

- send COBRA notices to listed dependents

- send survivor-spouse ACT 183 conversion letter/election form

5.   Survivor-spouse receives election notice and form.  W hen Health Insurance coverage is 

      desired, completes and returns election form to SERS.

6.   SERS - Receives survivor spouse election form from survivor.

 

7.   SERS - Determine if payroll deduction is possible and initiate deduction.

8.   SERS - Forward election notice to the PEBTF with information regarding payroll

  deductions and any premium Deficiency.

9.   SERS - Maintains a copy of the election form.

10.  PEBTF - Receives election information from SERS.

- converts the survivor-spouse to their own contract on eligibility files    

- send deficiency billings as required (coupon books)

- send a new coverage card to the survivor-spouse 

11.   SERS - Forward payroll deductions for this program to the PEBTF monthly.

12.  SERS - Process annual premium rate changes and adjust premium deductions.

13.  SERS - Send letters to Deduction type survivor-spouses notifying them of rate

  adjustments and partial PEBTF billings if applicable.

14.  SERS - Notify PEBTF of any deficiency billing changes.

15.  PEBTF - Notify survivor-spouses of deficiency balance remaining after SERS

            deduction or when no deduction is possible and bill for deficiency.



SERS PROCEDURE OUTLINE

FOR ACT 183 SURVIVOR-SPOUSE COVERAGE

PAST RETIREE DEATHS

The following procedures are used by SERS and PEBTF to administer the Survivor-Spouse

Health Program (ACT 183) when the retiree death occurred in the past.  

1.   SERS - Receives Survivor Spouse election request from surviving spouse via phone call

  or correspondence.  

2.   Survivor-spouse must provide adequate information regarding deceased retiree and former  

      REHP coverage.

3.   SERS - Researches records to determine if spouse is eligible for Survivor Spouse

  election.

4.   SERS - W hen eligible SERS prepares a Survivor-Spouse information letter and election

  form and mails to the surviving spouse.

  

5.   Survivor-spouse receives election notice and form.  W hen Health Insurance coverage is 

      desired, completes and returns election form to SERS.

6.   SERS - Receives survivor spouse election form from survivor.

 

7.   SERS - Determine if payroll deduction is possible and initiate deduction.

8.   SERS - Forward election notice to the PEBTF with information regarding payroll

  deductions and any premium Deficiency.

9.   SERS - Maintains a copy of the election form.

                                       

10.  PEBTF - Receives election information from SERS.

- enrolls the survivor-spouse to their own contract on eligibility files

- send deficiency billings as required (coupon books)

- send a new coverage card to the survivor-spouse

11.   SERS - Forward payroll deductions for this program to the PEBTF monthly.

12.  SERS - Process annual premium rate changes and adjust premium deductions.

13.  SERS - Send letters to Deduction type survivor-spouses notifying them of rate

  adjustments and partial PEBTF billings if applicable.

14.  SERS - Notify PEBTF of any deficiency billing changes.

15.  PEBTF - Notify survivor-spouses of deficiency balance remaining after SERS

            deduction or when no deduction is possible and bill for deficiency.



SERS PROCEDURE OUTLINE

FOR ACT 183 SURVIVOR-SPOUSE COVERAGE

DIED IN SERVICE

The following procedures are currently used by SERS and PEBTF to administer the Survivor-

Spouse Health Program (ACT 183) when members die in state service.  

1.   Survivor-spouse contacts SERS about possible enrollment in the Survivor-Spouse

      coverage.  

2.   SERS - Determines if the deceased employee was eligible to retire and enroll in the REHP

  at the time of their death.

3.   SERS - Provides surviving-spouse with a comparison of the Survivor-Spouse coverage

  versus COBRA coverage, including the premium costs.  

4.   SERS - If the surviving-spouse is still interested in the Survivor-Spouse coverage, SERS

  prepares and mails a Survivor-Spouse information letter and election form.

5.   Survivor-spouse receives election notice and form.  W hen Health Insurance coverage is 

      desired, completes and returns election form to SERS.

6.   SERS - Receives survivor spouse election form from survivor.

 

7.   SERS - Determine if payroll deduction is possible and initiate deduction.

8.   SERS - Forward election notice to the PEBTF with information regarding the premium        

  Deficiency.

9.   SERS - Maintains a copy of the election form.

                                       

10.  PEBTF - Receives election information from SERS.                                          

- enrolls the survivor-spouse to their own contract on eligibility files    

- send deficiency billings as required (coupon books)

- send a new coverage card to the survivor-spouse 

11.  PEBTF -  Notify survivor-spouses of deficiency balance changes as they occur due to

   health plan or annual premium rate changes.
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Summary Description of the 
Pennsylvania Employees Benefit Trust Fund 
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THE PENNSYLVANIA EMPLOYEES BENEFIT TRUST FUND

Established in 1988, the Pennsylvania Employees Benefit Trust Fund (PEBTF)

administers healthcare benefits for approximately 85,000 active Commonwealth

employees and dependents, and approximately 62,000 retired employees and

dependents.  The PEBTF is a jointly administered, collectively bargained health and

welfare trust fund.  The Fund operates through a declaration of trust that is referenced

in the collective bargaining agreements of all participating public employee unions.  The

Fund functions independently and is not an agency of the Commonwealth. 

Prior to the formation of the PEBTF, the Governor’s Office of Administration directly

administered the healthcare benefits for all Commonwealth employees under the

Governor’s jurisdiction, as well as for several independent agencies.  Supplemental

health benefits, such as prescription drug , dental, and vision care were administered by

eleven separate Health and Welfare funds established through various collective

bargaining agreements with the individual unions.  

In the mid-1980’s, healthcare inflation averaged in the double digits.  During that era,

benefits became a major concern in public employee collective bargaining, and nationally

there were more public sector strikes over benefits than over wages.  During the

collective bargaining process in 1988, the American Federation of State, County and

Municipal Employees (AFSCME), the largest union representing Commonwealth

employees, reached the initial agreement with the Commonwealth that ultimately

resulted in the formation of the PEBTF on October 1, 1988.  Over the course of the next

several years, the remaining unions representing public employees (with the exception

of the Pennsylvania State Troopers Association) gradually elected to participate in the

PEBTF.  From the viewpoint of the public employee unions, this step provided a greater

say in the structure and level of benefits to be provided to Commonwealth employees.

From the Commonwealth’s perspective, the new language meant that the parties

generally would no longer bargain over the actual level of benefits to be provided, since

those were subject to the PEBTF Board of Trustee’s oversight.  Instead, the unions would

only bargain over the amounts to be contributed to the PEBTF, and the Board of Trustees

would determine how the funds would be spent.  

Article IV of the General Agreement and Declaration of Trust (as amended) between the

Commonwealth and PEBTF, sets forth the powers, duties and obligations of the Trustees.

These include the duty to hold in trust all funds transferred to the PEBTF by the

Commonwealth and certain independent agencies, and to use those funds solely for the

benefit of the participants.  The PEBTF is funded through contributions made by

participating employers, and contribution levels are determined through the collective

bargaining process.  A per-employee contribution amount is determined for each contract

cycle as part of the collective bargaining process.  These sums are then contributed by

each participating employer on behalf of each employee and as part of the payroll

process. 



The PEBTF is governed by a 14-member Board of Trustees with equal membership by

Commonwealth of Pennsylvania management and the unions that represent

Commonwealth employees, with seven trustees representing each group.  The Secretary

of the Budget and AFSCME’s Executive Director rotate the positions of Chairman and

Secretary of the Board.  The Secretary of Administration is responsible for appointing the

other management trustees.  The unions participating in the PEBTF elect the union

trustees.  The day-to-day operations of the PEBTF are overseen by the Executive Director,

and the  PEBTF currently employs approximately 160 employees. 

Management employees of the Commonwealth are covered by the PEBTF under the same

plan of benefits and contribution rates as all other employees.  A contract with the

PEBTF authorizes this arrangement and specifies the terms.  The PEBTF offers active

employees many choices of coverage, depending on their county of residence, and all plan

offerings are uniform throughout the Commonwealth of Pennsylvania.  Types of medical

plans include Health Maintenance Organizations (HMO’s), the basic option (Blue Cross

and/or Blue Shield), and Preferred Provider Organization (PPO) coverage.  The PEBTF

also manages supplemental health benefits for covered employees, including

prescription, dental, vision, and hearing coverage.



APPENDIX VII

2006

Pennsylvania Employees Benefit Trust Fund

Annuitant Healthcare Premium Rates by Plan Type
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2006

Monthly Rates 2006
 NFSP Annuitant Plan Code And Name Survivor Spouse $5 Share $10 Share

Indemnity & PPO Options 100% Deduction Deduction Deduction
Individual Coverage (Non-Medicare)
INDEMNITY

560 Capital Blue Cross Out-of-State Resident 458.31 453.31 448.31
561 Capital Blue Cross 458.31 453.31 448.31

PPO
565 Blue Cross PPO 728.12 723.12 718.12
566 Blue Cross PPO Out-of-State Resident 728.12 723.12 718.12

Multi-Party Coverage (Non-Medicare)  
INDEMNITY

560 Capital Blue Cross Out-of-State Resident SSA members 1,074.34 1,069.34
561 Capital Blue Cross will be single 1,074.34 1,069.34

PPO contracts only.
565 Blue Cross PPO 1,677.63 1,672.63
566 Blue Cross PPO Out-of-State Resident 1,677.63 1,672.63

Multi-Party SPLIT (1 with both Medicare A&B)
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident SSA members 743.43 738.43
x61 Capital Blue Cross will be single 743.43 738.43

PPO contracts only.
x65 Blue Cross PPO 1,200.38 1,195.38
x66 Blue Cross PPO Out-of-State Resident 1,200.38 1,195.38

Multi-Party SPLIT (1 with only Medicare Part A)   
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident SSA members 951.95 946.95
x61 Capital Blue Cross will be single 951.95 946.95

PPO contracts only.
x65 Blue Cross PPO 1,496.85 1,491.85
x66 Blue Cross PPO Out-of-State Resident 1,496.85 1,491.85

Individual Coverage (Medicare A&B)
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident 375.89 370.89 365.89
x61 Capital Blue Cross 375.89 370.89 365.89

PPO 
x65 Blue Cross PPO 375.89 370.89 365.89
x66 Blue Cross PPO Out-of-State Resident 375.89 370.89 365.89

Multi-Party Coverage (Both Medicare A&B)   
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident SSA members 741.78 736.78
x61 Capital Blue Cross will be single 741.78 736.78

PPO contracts only.
x65 Blue Cross PPO 741.78 736.78
x66 Blue Cross PPO Out-of-State Resident 741.78 736.78

Individual Coverage (Medicare Part A only)
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident 657.81 652.81 647.81
x61 Capital Blue Cross 657.81 652.81 647.81

PPO 
x65 Blue Cross PPO 620.22 615.22 610.22
x66 Blue Cross PPO Out-of-State Resident 620.22 615.22 610.22

Multi-Party Coverage (Both Medicare Part A)   
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident SSA members 1,298.12 1,293.12
x61 Capital Blue Cross will be single 1,298.12 1,293.12

PPO contracts only.
x65 Blue Cross PPO 1,194.27 1,189.27
x66 Blue Cross PPO Out-of-State Resident 1,194.27 1,189.27

Multi-Party Coverage (One Part A/One Part A&B)   
INDEMNITY

x60 Capital Blue Cross Out-of-State Resident SSA members 1,031.08 1,026.08
x61 Capital Blue Cross will be single 1,031.08 1,026.08

PPO contracts only.
x65 Blue Cross PPO 986.57 981.57
x66 Blue Cross PPO Out-of-State Resident 986.57 981.57

x= First digit of plan code is 5 for non-Medicare members, S for Medicare member of split contract and M for total 
Medicare contract.

PEBTF ANNUITANT INDEMNITY & PPO MONTHLY RATES



Monthly Rates 2006
NFSP Annuitant Plan Code And Name Survivor Spouse $5 Share $10 Share

100% Deduction Deduction Deduction
Medicare HMO Option

510 UPMC 198.53 193.53 188.53
511 Aetna Southeast PA 336.78 331.78 326.78
512 Aetna Philadelphia 322.82 317.82 312.82
513 Aetna Southeast - Lehigh & Northampton 308.46 303.46 298.46
514 Aetna Pittsburgh Area 1 358.51 353.51 348.51
515 Aetna Central PA Area 1 261.61 256.61 251.61
516 Aetna Central PA Area 2 300.22 295.22 290.22
517 Aetna Northeastern 282.33 277.33 272.33
593 Geisinger Gold 218.00 213.00 208.00
595 Highmark Security Blue 211.00 206.00 201.00
596 Senior Blue - Keystone Central 239.00 234.00 229.00

Medicare PPO Option
520 Senior Blue - Keystone Central 263.00 258.00 253.00
521 Aetna Central PA Area 1 321.75 316.75 311.75
522 Aetna Central PA Area 2 358.71 353.71 348.71
523 Aetna Northeastern 346.48 341.48 336.48

HMO Option - Individual Coverage
540 BlueCare 649.93 644.93 639.93
541 Geisinger Health Plan 585.60 580.60 575.60
543 HealthAmerica 643.38 638.38 633.38
546 Keystone Health Plan Central 672.50 667.50 662.50
548 Keystone Health Plan East 578.26 573.26 568.26
549 Keystone Health Plan West 889.27 884.27 879.27
550 Aetna HMO PA 557.77 552.77 547.77
558 UPMC Health Plan 861.97 856.97 851.97

HMO Option - Multi-Party Coverage
540 BlueCare SSA members 1,522.04 1,517.04
541 Geisinger Health Plan will be single 1,370.21 1,365.21
543 HealthAmerica contracts only. 1,506.57 1,501.57
546 Keystone Health Plan Central 1,575.30 1,570.30
548 Keystone Health Plan East 1,352.89 1,347.89
549 Keystone Health Plan West 2,086.88 2,081.88
550 Aetna HMO PA 1,304.54 1,299.54
558 UPMC Health Plan 2,022.45 2,017.45

   

PEBTF ANNUITANT MHMO, MPPO, & HMO MONTHLY RATES
2006



PEBTF ANNUITANT  HMO, INDEMNITY, & PPO COBRA MONTHLY RATES
2006

PLAN CODE AND NAME Monthly Rates 2006
Single Multi

HMO Options
540 BlueCare 662.93 1,557.58
541 Geisinger Health Options 597.31 1,402.71
543 Health America 656.24 1,541.80
546 Keystone Health Plan Central 685.95 1,611.90
548 Keystone Health Plan East 589.82 1,385.04
549 Keystone Health Plan West 907.06 2,133.72
550 Aetna HMO PA 568.93 1,335.73
558 UPMC Health Plan 879.21 2,068.00

Indemnity Options
560 Capital Blue Cross Out of State Resident 467.47 1,100.93
561 Capital Blue Cross 467.47 1,100.93

PPO Options
565 Blue Cross PPO 742.68 1,716.29
566 Blue Cross PPO Out of State Resident 742.68 1,716.29



PEBTF ANNUITANT  HMO, INDEMNITY, & PPO 150% COBRA MONTHLY RATES
2006

PLAN CODE AND NAME Monthly Rates 2006
Single Multi

HMO Options
540 BlueCare 974.90 2,290.57
541 Geisinger Health Options 878.40 2,062.81
543 Health America 965.07 2,267.36
546 Keystone Health Plan Central 1,008.75 2,370.44
548 Keystone Health Plan East 867.39 2,036.83
549 Keystone Health Plan West 1,333.91 3,137.82
550 Aetna HMO PA 836.66 1,964.31
558 UPMC Health Plan 1,292.96 3,041.18

Indemnity Options
560 Capital Blue Cross Out of State Resident 687.46 1,619.01
561 Capital Blue Cross 687.46 1,619.01

PPO Options
565 Blue Cross PPO 1,092.18 2,523.95
566 Blue Cross PPO Out of State Resident 1,092.18 2,523.95



PLAN CODE AND NAME Monthly Rates 2006
Single Multi

Medicare HMOs
510 UPMC 202.50 -                
511 Aetna Southeast PA 343.52 -                
512 Aetna Philadelphia 329.28 -                
513 Aetna Southeast - Lehigh & Northampton 314.63 -                
514 Aetna Pittsburgh Area 1 365.68 -                
515 Aetna Central PA Area 1 266.84 -                
516 Aetna Central PA Area 2 306.22 -                
517 Aetna Northeastern 287.98 -                
593 Geisinger Gold 222.36 -                
595 Highmark Security Blue 215.22 -                
596 Senior Blue - Keystone Central 243.78 -                

Medicare PPO Option
520 Senior Blue - Keystone Central 268.26 -                
521 Aetna Central PA Area 1 328.19 -                
522 Aetna Central PA Area 2 365.88 -                
523 Aetna Northeastern 353.41 -                

Indemnity & PPO Options
INDEMNITY

x61 Capital Blue Cross - Medicare A & B Supplement 383.41 761.72
PPO

x65 Blue Cross PPO - Medicare A & B Supplement 383.41 761.72
INDEMNITY

x61 Capital Blue Cross - Medicare Part A Supplement 670.96 1,329.18
PPO

x65 Blue Cross PPO - Medicare Part A Supplement 632.62 1,223.25

x= First digit of plan code is S for Medicare member of split contract and M for total Medicare 
contract.

PEBTF ANNUITANT MHMO, MPPO,  & MEDICARE SUPPLEMENT COBRA MONTHLY RATES
2006
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2006

Monthly Rates 2006
  Plan Code And Name Survivor Spouse $5 Share $10 Share

Indemnity & PPO Options 100% Deduction Deduction Deduction
Individual Coverage (Non-Medicare)
INDEMNITY

HRP Highmark (hired  < 4/21/05) 838.84 833.84 828.84
PPO

RPO Highmark 730.23 725.23 720.23
Multi-Party Coverage (Non-Medicare)  
INDEMNITY

HRP Highmark (hired  < 4/21/05) SSA members 1,976.21 1,971.21
PPO will be single

RPO Highmark contracts only. 1,682.54 1,677.54
Multi-Party SPLIT (1 with both Medicare A&B)
INDEMNITY

HPC Highmark (hired  < 4/21/05) SSA members 1,367.50 1,362.50
PPO will be single

RPC Highmark contracts only. 1,203.89 1,198.89
Multi-Party SPLIT (1 with only Medicare Part A)   
INDEMNITY

HPA Highmark (hired  < 4/21/05) SSA members 1,751.07 1,746.07
PPO will be single

RPA Highmark contracts only. 1,501.24 1,496.24
Individual Coverage (Medicare A&B)
INDEMNITY

HPC Highmark (hired  < 4/21/05) 474.65 469.65 464.65
PPO 

RPC Highmark 474.65 469.65 464.65
Multi-Party Coverage (Both Medicare A&B)   
INDEMNITY

HPC Highmark (hired  < 4/21/05) SSA members 939.31 934.31
PPO will be single

RPC  Highmark contracts only. 939.31 934.31
Individual Coverage (Medicare Part A only)
INDEMNITY

HPA Highmark (hired  < 4/21/05) 830.64 825.64 820.64
PPO 

RPA Highmark 783.18 778.18 773.18
Multi-Party Coverage (Both Medicare Part A)   
INDEMNITY

HPA  Highmark (hired  < 4/21/05) SSA members 1,643.78 1,638.78
PPO will be single

RPA Highmark contracts only. 1,512.28 1,507.28
Multi-Party Coverage (One Part A/One Part A&B)   
INDEMNITY

HPA/HPC Highmark (hired  < 4/21/05) SSA members 1,305.63 1,300.63
PPO will be single

RPA/RPC Highmark contracts only. 1,249.28 1,244.28

PEBTF RETIRED STATE POLICE INDEMNITY & PPO MONTHLY RATES



PEBTF RETIRED STATE POLICE  INDEMNITY & PPO COBRA MONTHLY RATES
2006

PLAN CODE AND NAME Monthly Rates 2006
Single Multi

Indemnity Options
HRP Highmark (hired <4/21/05) 855.62 2,020.83

PPO Options
RPO Highmark 744.84 1,721.30



PEBTF RETIRED STATE POLICE INDEMNITY & PPO 150% COBRA MONTHLY RATES
2006

PLAN CODE AND NAME Monthly Rates 2006
Single Multi

Indemnity Options
HRP Highmark (hired <4/21/05) 1,258.26 2,971.81

PPO Options
RPO Highmark 1,095.35 2,531.32
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