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THE COMMITTEE ON FINANCE
	To whom was referred a Bill (S. 954) to amend Section 9‑4‑10, Code of Laws of South Carolina, 1976, relating to the establishment, organization, membership, and duties of the South Carolina Public, etc., respectfully
REPORT:
	That they have duly and carefully considered the same and recommend that the same do pass with amendment:

	Amend the bill, as and if amended, SECTION 1, page 5, by striking lines 6‑33 and inserting:
	/	(D)(1)	Members of the board shall serve for terms of two years and until their successors are appointed and qualify.  However, board seats appointed in Term B as provided in item (4) below shall be appointed for an initial term of three years from July 1, 2014, until June 30, 2017, and until their successors are appointed and qualify.
		(2)	A member of the board may not serve more than two consecutive terms.  A member of the board who has served two consecutive terms may become eligible to serve on the board again after not serving on the board for a two‑year term.  
		(3)	Board Seats 1, 2, 4, 7, 8, and 11 are designated as Term A and must be appointed on July 1, 2014, for two‑year terms and until their successors are appointed and qualify.  Board seats appointed in Term A must be appointed on July first of every subsequent even‑numbered year after July 1, 2014.
		(4)	Board Seats 3, 5, 6, 9, and 10 are designated as Term B and must be appointed on July 1, 2014, for an initial term of three years until June 30, 2017, and until their successors are appointed and qualify.  After June 30, 2017, board seats appointed in Term B must be appointed for two‑year terms on July 1, 2017, and July first of every subsequent odd‑numbered year after July 1, 2017.				/
	Amend the bill further, SECTION 1, page 6, by striking line 27 and inserting:
[bookmark: temp]	/	(G)	Minimally, the board shall meet monthly quarterly. If the chairman 	/
	Renumber sections to conform.
	Amend title to conform.

HUGH K. LEATHERMAN, SR. for Committee.
            

STATEMENT OF ESTIMATED FISCAL IMPACT
ESTIMATED FISCAL IMPACT ON GENERAL FUND EXPENDITURES:
[bookmark: g]$0 (No additional expenditures or savings are expected)
ESTIMATED FISCAL IMPACT ON FEDERAL & OTHER FUND EXPENDITURES:
[bookmark: f][bookmark: c]$0 (No additional expenditures or savings are expected)
EXPLANATION OF IMPACT:
[bookmark: i]Public Employee Benefit Authority
	PEBA indicates there is no fiscal impact with adoption of this bill.

	Approved By:
	Brenda Hart
	Office of State Budget
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[bookmark: billhead][bookmark: whattype]A BILL

[bookmark: titletop]TO AMEND SECTION 9‑4‑10, CODE OF LAWS OF SOUTH CAROLINA, 1976, RELATING TO THE ESTABLISHMENT, ORGANIZATION, MEMBERSHIP, AND DUTIES OF THE SOUTH CAROLINA PUBLIC EMPLOYEE BENEFIT AUTHORITY (PEBA), SO AS TO NUMBER PEBA BOARD SEATS, TO PROVIDE FOR THREE‑YEAR TERMS FOR PEBA BOARD MEMBERS, TO STAGGER THE TERMS OF PEBA BOARD MEMBERS, TO PRESCRIBE QUARTERLY PEBA BOARD MEETINGS, AND TO PROVIDE THAT ALL OF PEBA’S ACTIVITIES ARE CARRIED OUT UNDER THE SUPERVISION OF AN EXECUTIVE DIRECTOR APPOINTED BY THE PEBA BOARD; TO AMEND SECTION 1‑11‑710, AS AMENDED, RELATING TO THE STATE INSURANCE PLAN, SO AS TO REQUIRE THE STATE BUDGET AND CONTROL BOARD TO APPROVE THE STATE HEALTH PLAN BY AUGUST FIFTEENTH OF EACH YEAR; TO AMEND SECTION 1‑11‑770, AS AMENDED, RELATING TO THE SOUTH CAROLINA 211 NETWORK, SO AS TO UPDATE A REFERENCE; TO AMEND SECTIONS 9‑1‑1135, 9‑8‑185, 9‑9‑175 AND 9‑11‑265, ALL AS AMENDED, ALL RELATING TO THE PAYMENT OF INTEREST ON INACTIVE RETIREMENT ACCOUNTS, SO AS TO PAY INTEREST ON INACTIVE ACCOUNTS IN THE VARIOUS RETIREMENT SYSTEMS IF A MEMBER IS PROHIBITED FROM WITHDRAWING THE MEMBER’S CONTRIBUTIONS BECAUSE OF ANOTHER PROVISION OF LAW; TO AMEND SECTION 9‑1‑640, AS AMENDED, RELATING TO THE CLASSES OF MEMBERS AND EMPLOYERS IN THE SOUTH CAROLINA RETIREMENT SYSTEM (SCRS), SO AS TO REFLECT CLASS THREE MEMBERSHIP IN SCRS; TO AMEND SECTION 9‑1‑1850, AS AMENDED, RELATING TO SERVICE CREDIT PURCHASES IN SCRS, SO AS TO CLARIFY THAT THE STATUTE ALLOWING THE ESTABLISHMENT OF THREE YEARS OF SERVICE CREDIT APPLIES TO CLASS TWO SCRS MEMBERS ONLY; TO AMEND SECTION 9‑1‑1770, AS AMENDED, RELATING TO THE SCRS DEATH BENEFITS, SO AS TO CONFORM THE INCIDENTAL DEATH BENEFITS STATUTE WITH NEW CLASS THREE ELIGIBILITY PROVISIONS IN SCRS; TO AMEND SECTION 9‑1‑10, AS AMENDED, RELATING TO SCRS DEFINITIONS, SO AS TO PROVIDE A DEFINITION FOR “EFFECTIVE DATE OF MEMBERSHIP” IN SCRS; TO AMEND SECTION 9‑11‑10, AS AMENDED, RELATING TO DEFINITIONS FOR THE SOUTH CAROLINA POLICE OFFICERS RETIREMENT SYSTEM (SCPORS), SO AS TO REFLECT CLASS THREE MEMBERSHIP IN SCPORS AND TO PROVIDE A DEFINITION OF “EFFECTIVE DATE OF MEMBERSHIP”; TO AMEND SECTION 9‑11‑40, AS AMENDED, RELATING TO SCPORS MEMBERSHIP, SO AS TO PROVIDE FOR CLASS THREE SERVICE IN SCPORS AND TO CLARIFY THAT ANY SCPORS MEMBER WITH AN EFFECTIVE DATE OF MEMBERSHIP AFTER JUNE 30, 2012, IS A CLASS THREE MEMBER; TO AMEND SECTION 9‑11‑210, AS AMENDED, RELATING TO SCPORS CONTRIBUTIONS, SO AS TO CLARIFY A REFERENCE TO CLASS ONE SERVICE IN SCPORS; TO AMEND SECTION 1‑11‑703, AS AMENDED, RELATING TO EMPLOYEE AND RETIREE HEALTH INSURANCE, SO AS TO SUBSTITUTE “PEBA” FOR “EMPLOYEE INSURANCE PROGRAM” OR “EIP”;  TO AMEND SECTION 1‑11‑705, RELATING TO THE RETIREE INSURANCE TRUST FUND, SO AS TO SUBSTITUTE “PEBA” FOR REFERENCES TO “EMPLOYEE INSURANCE PROGRAM” AND TO SUBSTITUTE “PEBA’S SELF‑FUNDED HEALTH PLANS” FOR “EMPLOYEE INSURANCE PROGRAM”; TO AMEND SECTION 1‑11‑707, RELATING TO THE LONG TERM DISABILITY INSURANCE TRUST FUND, SO AS TO SUBSTITUTE “PEBA” FOR “EMPLOYEE INSURANCE PROGRAM” AND TO SUBSTITUTE “PEBA’S SELF‑FUNDED LTD PLANS” FOR “EMPLOYEE INSURANCE PROGRAM”; TO AMEND SECTION 1‑11‑715, RELATING TO INCENTIVE PROGRAMS IN THE EMPLOYEE AND RETIREE HEALTH INSURANCE PLANS, SO AS TO SUBSTITUTE “PEBA” FOR “EMPLOYEE INSURANCE PROGRAM OF THE STATE BUDGET AND CONTROL BOARD” AND “EMPLOYEE INSURANCE PROGRAM”; TO AMEND SECTION 1‑11‑720, AS AMENDED, RELATING TO ENTITIES WHOSE EMPLOYEES AND RETIREES ARE ELIGIBLE TO PARTICIPATE IN THE STATE HEALTH PLAN, SO AS TO SUBSTITUTE “PEBA” FOR “OFFICE OF INSURANCE SERVICES”;  TO AMEND SECTION 1‑11‑725, AS AMENDED, RELATING TO THE RATING OF CERTAIN LOCAL GROUPS, SO AS TO SUBSTITUTE “STATE HEALTH PLAN” FOR “STATE EMPLOYEE HEALTH INSURANCE PROGRAM”; TO AMEND SECTION 1‑11‑730, AS AMENDED, RELATING TO ELIGIBILITY TO PARTICIPATE IN THE STATE HEALTH INSURANCE PLANS, SO AS TO SUBSTITUTE “PEBA” FOR “EIP”; TO AMEND SECTION 1‑11‑740, AS AMENDED, RELATING TO OPTIONAL LONG-TERM CARE INSURANCE, SO AS TO SUBSTITUTE “PEBA” FOR “DIVISION OF INSURANCE SERVICES OF THE BOARD”; AND TO AMEND SECTION 1‑11‑780, RELATING TO MENTAL HEALTH INSURANCE, SO AS TO SUBSTITUTE “PEBA’S SELF‑FUNDED HEALTH PLANS” FOR THE “STATE EMPLOYEE INSURANCE PROGRAM”.
[bookmark: titleend]
Be it enacted by the General Assembly of the State of South Carolina:

SECTION	1.	Section 9‑4‑10 of the 1976 Code, as added by Act 278 of 2012, is amended to read:

	“Section 9‑4‑10.	(A)	Effective July 1, 2012, there is created the South Carolina Public Employee Benefit Authority. The governing body of the authority is a board of directors consisting of eleven members, each appointed to a specifically numbered seat. The functions of the authority must be performed, exercised, and discharged under the supervision and direction of the board of directors.
	(B)(1)	The board is composed of:
			(a)	three nonrepresentative members appointed by the Governor, one to each of Seats 1, 2, and 3;
			(b)	two members appointed by the President Pro Tempore of the Senate, one a nonrepresentative member, Seat 4, and one a representative member, Seat 5, who is either an active or retired member of SCPORS;
			(c)	two members appointed by the Chairman of the Senate Finance Committee, one a nonrepresentative member, Seat 6, and one a representative member, Seat 7, who is a retired member of SCRS;
			(d)	two members appointed by the Speaker of the House of Representatives, one a nonrepresentative member, Seat 8, and one a representative member, Seat 9, who must be a state employee who is an active contributing member of SCRS;
			(e)	two members appointed by the Chairman of the House Ways and Means Committee, one a nonrepresentative member, Seat 10, and one a representative member, Seat 11, who is an active contributing member of SCRS employed by a public school district.
		(2)	For purposes of the appointments provided by this section, a nonrepresentative member may not belong to those classes of employees and retirees from whom representative members must be appointed.
	(C)(1)	A nonrepresentative member may not be appointed to the board unless the person possesses at least one of the following qualifications:
			(a)	at least twelve years of professional experience in the financial management of pensions or insurance plans;
			(b)	at least twelve years academic experience and holds a bachelor’s or higher degree from a college or university as classified by the Carnegie Foundation;
			(c)	at least twelve years of professional experience as a certified public accountant with financial management, pension, or insurance audit expertise;
			(d)	at least twelve years as a Certified Financial Planner credentialed by the Certified Financial Planner Board of Standards;  or
			(e)	at least twelve years membership in the South Carolina Bar and extensive experience in one or more of the following areas of law:
				(i)		taxation;
				(ii)	insurance;
				(iii)	health care;
				(iv)	securities;
				(v)	corporate;
				(vi)	finance; or
				(vii)	the Employment Retirement Income Security Act (ERISA).
		(2)	A representative member may not be appointed to the board unless the person:
			(a)	possesses one of the qualifications set forth in item (1); or
			(b)	has at least twelve years of public employment experience and holds a bachelor’s degree from a college or university as classified by the Carnegie Foundation.
	(D)(1)	Members of the board shall serve for terms of two three years and until their successors are appointed and qualify.  However, board seats appointed in Term A as provided in item (3) shall serve initial terms of two years from July 1, 2012 to the later of June 30, 2014, or until their successors are appointed and qualify; and board seats appointed in Term C, as provided in item (5) shall serve initial terms of four years from July 1, 2012 until the later of June 30, 2016, or until their successors are appointed and qualify.
		(2)	A member of the board may not serve more than two consecutive terms.  A member of the board who has served two consecutive terms may become eligible to serve on the board again after not serving on the board for a three‑year term.  
		(3)	Term A Board Seats 1, 5, 6, and 9 must be appointed on July 1, 2014 for three‑year terms and until their successors are appointed and qualify.  Board seats appointed in Term A must be appointed on July first of every subsequent third year after July 1, 2014. 
		(4)	Term B Board Seats 2, 4, 8, and 11 must be appointed on July 1, 2015 for three‑year terms and until their successors are appointed and qualify.  Board seats appointed in Term B must be appointed on July first of every subsequent third year after July 1, 2015. 
		(5)	Term C Board Seats 3, 7, and 10 must be appointed on July 1, 2016 for three‑year terms and until their successors are appointed and qualify.  Board seats appointed in Term C must be appointed on July first of every subsequent third year after July 1, 2016. 
		(6)	Vacancies must be filled within sixty days in the manner of original appointment for the unexpired portion of the term. Terms commence on July first of even numbered years. If an appointing official appoints a board member at a time other than the beginning of a term as set forth in this section, that board member shall serve for the remainder of the unexpired portion of the term for that board seat and until a successor is appointed and qualifies.  Upon a member’s appointment, the appointing official shall certify to the Secretary of State that the appointee meets or exceeds the qualifications set forth in subsections (B) and (C).  No A person appointed may not qualify unless he first certifies that he meets or exceeds the qualifications applicable for their appointment.  A member serves at the pleasure of the member’s appointing authority.
	(E)	The members shall select a nonrepresentative member to serve as chairman and shall select those other officers they determine necessary. Subject to the qualifications for chairman provided in this section, members may set their own policy related to the rotation of the selection of a chairman of the board.
	(F)(1)	Each member must receive an annual salary of twelve thousand dollars. This compensation must be paid from approved accounts of general funds and retirement system funds based on the proportionate amount of time the board devotes to its various functions. Members may receive the mileage and subsistence authorized by law for members of state boards, commissions, and committees paid from approved accounts funded by general funds and retirement system funds in the proportion that compensation is paid.
		(2)	Notwithstanding any other provision of law, membership on the board does not make a member eligible to participate in a retirement system administered pursuant to this title and does not make a member eligible to participate in the employee insurance program administered pursuant to Article 5, Chapter 11, Title 1. Any compensation paid on account of the member’s service on the board is not considered earnable compensation for purposes of any state retirement system.
	(G)	Minimally, the board shall meet monthly. If the chairman considers it more effective, the board may meet by teleconferencing or video conferencing. However, if the agenda of the meeting consists of items that are not exempt from disclosure or the meeting may not be closed to the public pursuant to Chapter 4, Title 30, the provisions of Chapter 4, Title 30 apply, and the meeting must be open to the public.
	(H)(1)	The functions of the South Carolina Public Employee Benefit Authority must be performed, exercised, and discharged under the supervision and direction of an executive director.  The executive director shall act under the supervision and direction of the board.
		(2)	Effective January 1, 2014, the board shall appoint the executive director.
	(I)	Effective July 1, 2012, the following offices, divisions, or components of the State Budget and Control Board are transferred to, and incorporated into, an administrative agency of state government to be known as the South Carolina Public Employee Benefit Authority:
		(1)	Employee Insurance Program; and
		(2)	the Retirement Division.”

SECTION	2.	Section 1‑11‑710(A)(2) of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“(2)	approve by August fifteenth of each year a plan of benefits, eligibility, and employer, employee, retiree, and dependent contributions for the next calendar year.  The approval of the plan of benefits and contributions for the next calendar year, and any review of that approval pursuant to Section 9‑4‑45 by the State Budget and Control Board or its successor, must be completed by August fifteenth of each year.  The board shall devise a plan for the method and schedule of payment for the employer and employee share of contributions and by July first of the current fiscal year, develop and implement a plan increasing the employer contribution rates of the State Retirement Systems to a level adequate to cover the employer’s share for the current fiscal year’s cost of providing health and dental insurance to retired state and school district employees. The state health and dental plans must include a method for the distribution of the funds appropriated as provided by law which are designated for retiree insurance and also must include a method for allocating to school districts, excluding EIA funding, sufficient general fund monies to offset the additional cost incurred by these entities in their federal and other fund activities as a result of this employer contribution charge. The funds collected through increasing the employer contribution rates for the State Retirement Systems under this section must be deposited in the SCRHI Trust Fund established pursuant to Section 1‑11‑705. The amounts appropriated in this section shall constitute the State’s pro rata contributions to these programs except the State shall pay its pro rata share of health and dental insurance premiums for retired state and public school employees for the current fiscal year;”

SECTION	3.	That portion of Section 1‑11‑770(A) of the 1976 Code before item (1), as last amended by Act 278 of 2012, is further amended to read:

	“(A)	Subject to appropriations, the General Assembly authorizes the State Budget and Control Board to plan, develop, and implement a statewide South Carolina 211 Network, which must serve as the single point of coordination for information and referral for health and human services. The objectives for establishing the South Carolina 211 Network are to:”

SECTION	4.	Section 9‑1‑1135(B) of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“(B)	Notwithstanding subsection (A), interest must not be credited to an inactive member account unless the member is prohibited from withdrawing contributions from the system. For purposes of this subsection, a member account becomes inactive on July first if no contributions were made to the account in the preceding twelve months.”

SECTION	5.	Section 9‑8‑185(B) of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“(B)	Notwithstanding subsection (A), interest must not be credited to an inactive member account unless the member is prohibited from withdrawing contributions from the system. For purposes of this subsection, a member account becomes inactive on July first if no contributions were made to the account in the preceding twelve months.”

SECTION	6.	Section 9‑9‑175(B) of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“(B)	Notwithstanding subsection (A), interest must not be credited to an inactive member account unless the member is prohibited from withdrawing contributions from the system. For purposes of this subsection, a member account becomes inactive on July first if no contributions were made to the account in the preceding twelve months.”

SECTION	7.	Section 9‑11‑265(B) of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“(B)	Notwithstanding subsection (A), interest must not be credited to an inactive member account unless the member is prohibited from withdrawing contributions from the system. For purposes of this subsection, a member account becomes inactive on July first if no contributions were made to the account in the preceding twelve months.”

SECTION	8.	The first undesignated paragraph of Section 9‑1‑640 of the 1976 Code is amended to read:

	“Notwithstanding any other provisions of law governing the system, effective July 1, 1964 2012, there shall be two classes of participating employers and two three classes of members.  Class One employers shall include all employers who irrevocably elect, by written notification to the Board not later than December 31, 1964, to remain, and to have members in their employ remain, under the provisions of the system as in effect on June 30, 1964.  Class Two employers shall include all employers who irrevocably elect, by written notification to the Board not later than December 31, 1964, to participate, and to have members in their employ participate, under the provisions of the system as amended effective July 1, 1964.  Any such notification shall become effective for all purposes as of July 1, 1964.  Failure by any employer to file such notification shall be deemed an irrevocable election by the employer to be a Class One employer.  In any event, the State shall be a Class Two employer.  Members in the employ of a Class One employer shall be Class One members, and members in the employ of a Class Two employer shall be Class Two or Class Three members as applicable.  Any employer becoming such on or after July 1, 1964 shall be a Class Two employer.  In the event that a member shall transfer, without break in membership, from one class to another, the Board shall determine his benefit upon retirement in an equitable manner by uniform rules consistent herewith.”

SECTION	9.	Section 9‑1‑1850 of the 1976 Code, as last amended by Act 1 of 2001, is further amended to read:

	“Section 9‑1‑1850.	A Class Two member who has at least twenty‑five years of creditable service may elect to receive up to three years of additional service credit as though the additional service credit were rendered by the member as an employee or member upon paying into the member’s retirement system, during the ensuing number of years the member wishes to purchase in the manner the Comptroller General shall direct, the employer and employee contributions that would be due for the position that the member presently holds at the salary level in effect during those years. If the position is consolidated or eliminated after the member’s retirement, the member shall pay the employer and employee contributions during the remaining required years at a level equal to what these contributions were for the position before its consolidation or elimination. The member also shall pay the employer and employee cost for health and dental insurance in effect during the ensuing years the member wishes to purchase. The additional service credit qualifies the member for retirement and the member must terminate employment within ninety days after electing the option provided by this section. The salary level of the position the member presently holds, during the ensuing years the member pays the employer and employee contributions, is attributable to the member for purposes of determining the member’s average final compensation.
	The retirement benefits of the member shall not commence until the time benefits would have been paid when the member had completed twenty‑eight years of service.
	The option allowed by this section cannot be exercised if the member has purchased nonqualified service pursuant to Section 9‑1‑1140(E).
	The option allowed by this section is not available to a Class Three member.”

SECTION	10.	Section 9‑1‑1770(E) of the 1976 Code, as last amended by Act 176 of 2010, is further amended to read:

	“(E)(1)	Upon the death of a retired Class One or Two member who is not a retired contributing member after December 31, 2000, there must be paid to the designated beneficiary or beneficiaries, if living at the time of the retired member’s death, otherwise to the retired member’s estate, a benefit of two thousand dollars if the retired member had ten years of creditable service but less than twenty years, four thousand dollars if the retired member had twenty years of creditable service but less than twenty‑eight, and six thousand dollars if the retired member had at least twenty‑eight years of creditable service at the time of retirement, if the retired member’s most recent employer, before the member’s retirement, is covered by the preretirement Death Benefit Program.
		(2)	Upon the death of a retired Class Three member who is not a retired contributing member, there must be paid to the designated beneficiary or beneficiaries, if living at the time of the retired member’s death, otherwise to the retired member’s estate, a benefit of two thousand dollars if the retired member had ten years of creditable service but less than twenty years, four thousand dollars if the retired member had twenty years of creditable service but less than thirty years, and six thousand dollars if the retired member had at least thirty years of creditable service at the time of retirement, if the retired member’s most recent employer, before the member’s retirement, is covered by the preretirement Death Benefit Program.”

SECTION	11.	Section 9‑1‑10(17) of the 1976 Code, as last amended by Act 153 of 2005, is further amended to read:

	“(17)	[Reserved] ‘Effective date of membership’ means the beginning date of any period of employment that constitutes earned service in the system or the beginning date of any period of earned service in a correlated system.”

SECTION	12.	A.	Section 9‑11‑10(10) of the 1976 Code, as last amended by Act 387 of 2000, is further amended to read:

	“(10)	‘Class one One service’ means credited service which is not class two Class Two service or Class Three service.”

B.	Section 9‑11‑10 of the 1976 Code, as last amended by Act 69 of 2013, is further amended by adding a new item to read:

	“(17A)	‘Effective date of membership’ means the beginning date of any period of employment that constitutes earned service in the system or the beginning date of any period of earned service in a correlated system.”

SECTION	13.	Items (3), (7), and (10) of Section 9‑11‑40 of the 1976 Code, as last amended by Act 77 of 2003, are further amended respectively to read:

	“(3)	Any An employer participating in the system as of June 30, 1974 which is not participating in the Supplemental Allowance Program may elect as of July 1, 1974 or as of July 1 first of any year thereafter to provide Class Two membership for police officers in its employ and thereby enable them to qualify for benefits based on Class Two service.  Any such employer who so elects shall agree to pay the increased rate of employer contributions applicable to Class Two members with respect to police officers in its employ who become Class Two members.  The police officers in the employ of any such employer which does not make such election shall be entitled only to the benefits herein provided with respect to Class One service.  A member with an effective date of membership after June 30, 2012, is a Class Three member.

	(7)	Each member shall be classified as either a Class One member, Class Two or a Class Two Three member, as hereinafter provided, and shall make the contributions and be eligible for the benefits provided for his class.  Each member who is a participant in the Supplemental Allowance Program as of June 30, 1974 shall be a Class Two member.  Any other police officer who became a member prior to July 1, 1974 and who is employed by the State or by an employer which is participating in the Supplemental Allowance Program as of June 30, 1974 or which elects to provide Class Two membership for police officers in its employ may elect by written notice filed with the Board within 60 days after July 1, 1974 to become a Class Two member as of said date, provided that any such member who is not in service as of July 1, 1974 may make such election within 60 days after his return to service.  Any police officer becoming a member on or after July 1, 1974 who is employed by the State or by an employer which has elected to provide Class Two membership for police officers in its employ shall become a Class Two member.  However, a member with an effective date of membership after June 30, 2012, is a Class Three member.  Any member employed by an employer whose date of admission is on or after July 1, 1974 shall be is a Class Two or Class Three member, as applicable.  Any member who is not a Class Two or Class Three member shall be is a Class One member.

	(10)	Notwithstanding any other provision of law, any county, municipality or other political subdivision of the State, and any agency or department thereof which is participating in the South Carolina Retirement System with respect to firemen in its employ, may become an employer under the South Carolina Police Officers Retirement System with respect to such firemen by applying to the Board for admission to the system and complying with the rules and regulations of the Board.  Such application shall set forth the requested date of admission which shall be July 1, 1976, or any subsequent July first, next following receipt by the Board of such application.
	In no event will admission as an employer under this subsection be allowed unless a majority of all persons then employed as firemen by the prospective employer elect irrevocably to become members of the system as of the requested date of admission.
	All persons who are employed as firemen by such employer at the date of the employer’s admission to the system shall become members as of such date unless, within a period of one month following such date, they shall have filed with the Board on a form prescribed by the Board a notice of their election not to be covered in the membership and a duly executed waiver of all present and prospective benefits which would otherwise inure to them on account of their participation in the system.
	All persons who become employed as firemen by the State or other employer after the employer’s date of admission to the system under the provisions of this subsection shall become members, as a condition of their employment.
	Notwithstanding the provisions of this subsection, no fireman shall become a member on or after July 1, 1976, unless the member’s employer certifies to the system that his service as a fireman requires at least one thousand, six hundred hours a year of active duty and that the member’s salary for the service is at least two thousand dollars a year. If in any year after this certification the member does not render at least one thousand, six hundred hours of active duty as a fireman, or if the member does not receive at least two thousand dollars in salary, his membership ceases and the provisions of Section 9‑11‑100 apply.
	Each fireman who becomes a member of the system as provided in this subsection shall be classified as a Class Two or Class Three member, as applicable, and shall make the contributions and be eligible for the benefits provided for Class Two or Class Three members.  With respect to his service while a member of the system, any fireman who becomes a member of the system pursuant to this subsection shall be subject to all of the provisions of this article which would be applicable if he were a police officer.
	If a fireman is a member of the South Carolina Retirement System at the time he becomes a member of the South Carolina Police Officers Retirement System his membership in the South Carolina Retirement System shall be continued so long as his membership in the South Carolina Police Officers Retirement System continues.  Service credited to the member under the provisions of the South Carolina Retirement System shall be considered credited service for the purpose of determining eligibility for benefits, but not the amount thereof, under the South Carolina Police Officers Retirement System.  Any benefit under either one of these two correlated systems shall be computed solely on the basis of service and contributions credited under that system, but in determining the member’s average final compensation, his compensation received during credited service under both systems shall be taken into account.  Such benefits shall be payable at such times and subject to such age and service conditions as provided under the respective systems;   provided,  however, a member shall not be eligible to receive retirement payments so long as he is employed in a position covered by the South Carolina Retirement System or the South Carolina Police Officers Retirement System.  Notwithstanding the above, the disability retirement benefit shall only be paid from and based on the benefit provisions of the system to which the member is contributing at the time of disability and shall be based on the total of his credited service under both systems.  The amount of accumulated contributions of such disabled member which is credited to his account under the system to which he is not contributing at the time of disability, shall be transferred to the system from which his disability retirement benefit shall be paid.”

SECTION	14.	Section 9‑11‑210(3) of the 1976 Code, is amended to read:

	“(3)	Any Class Two member, other than a member who makes the election provided in subsection (2) of this section, who has Class One credited service which does not qualify as Class Two service may elect by written notice filed with the Board board at any time prior to before retirement to establish credit for such service as Class Two service by making a special contribution prior to retirement equal to the excess of (a) five percent of his monthly rate of compensation at the time such contribution is made, over (b) sixteen dollars, multiplied by (c) the number of months of such credited service.”

SECTION	15.	Items (10) and (14) of Section 1‑11‑703 of the 1976 Code, as last amended by Act 278 of 2012, are further amended respectively to read:

	“(10)	“Employee insurance program” or ‘EIP” ‘PEBA’ means the office of the South Carolina Public Employee Benefit Authority, which operates designated by the board to operate insurance programs pursuant to this article.

	(14)	‘State health and dental plans’ means any insurance program administered by the employee insurance program PEBA pursuant to this article.”

SECTION	16.	Section 1‑11‑705 of the 1976 Code, as added by Act 195 of 2008, is amended to read:

	“Section 1-11-705.	(A)	There is established in the State Treasury separate and distinct from the general fund of the State and all other funds the South Carolina Retiree Health Insurance Trust Fund (SCRHI Trust Fund) to provide for the employer costs of retiree post‑employment health insurance benefits for retired state employees and retired employees of public school districts. Earnings on the SCRHI Trust Fund must be credited to it and unexpended funds carried forward in it to succeeding fiscal years.
	(B)	The board is the trustee of the SCRHI Trust Fund and the State Treasurer is the custodian of the funds of the SCRHI Trust Fund.
	(C)	The employee insurance program PEBA shall administer the SCRHI Trust Fund.
	(D)	The employee insurance program PEBA shall engage actuarial and other services as required to transact the business of the SCRHI Trust Fund. The actuary engaged by the employee insurance program PEBA shall provide technical advice to the board regarding operation of the SCRHI Trust Fund.
	(E)	Upon recommendations of the actuary, the board shall adopt generally accepted and reasonable actuarial assumptions and methods for the operation and funding of the SCRHI Trust Fund as it considers necessary and prudent. The actuarial assumptions and methods adopted by the board must be appropriate for the purposes at hand and must be reasonable, individually and in the aggregate, taking into account the experience of the plan and reasonable expectations. Utilizing the actuarial assumptions most recently adopted by the board, the actuary engaged by the employee insurance program PEBA shall set the annual actuarial valuations of normal cost, actuarial liability, actuarial value of assets, and related actuarial present values for the SCRHI Trust Fund.
	(F)	The board may adopt policies and procedures and promulgate regulations as necessary for the proper administration of the SCRHI Trust Fund.
	(G)(1)	The funds of the SCRHI Trust Fund must be invested and reinvested by the State Treasurer in the manner allowed by law. The State Treasurer shall consult with the employee insurance program PEBA and the employee insurance program’s PEBA’s actuary to develop an annual investment plan for the SCRHI Trust Fund taking into account the cash flow needs of the employee insurance program PEBA’s self‑funded health plans with regard to payment of the employer share of premiums and claims for covered retirees.
		(2)	Effective beginning with the first fiscal year after the ratification of an amendment to Section 16, Article X of the Constitution of this State allowing funds in post‑employment benefits trust funds to be invested in equity securities, the Retirement System Investment Commission (RSIC) established pursuant to Chapter 16, of Title 9, shall invest and reinvest the funds of the SCRHI Trust Fund as assets of a retirement system are invested. The chief investment officer shall consult with the employee insurance program PEBA and the employee insurance program’s PEBA’s actuary to develop an annual investment plan for the SCRHI Trust Fund taking into account the cash flow needs of the employee insurance program PEBA’s self‑funded health plans with regard to payment of the employer share of premiums and claims for covered retirees. After the initial fiscal year the RSIC assumes this investing function, the annual investment plan for the SCRHI Trust Fund must be approved by the commission no later than June first of each year for the fiscal year beginning July first of the same calendar year.
	(H)	The board annually shall determine the minimum annual required contributions to the SCRHI Trust Fund on an actuarially sound basis in accordance with Governmental Accounting Standards Board Statement No. 45, or any other Governmental Accounting Standards Board statements that may be applicable to the SCRHI Trust Fund.
	(I)	The board shall fund the SCRHI Trust Fund:
		(1)	through the employer contributions for the South Carolina Retirement Systems as provided in Section 1‑11‑710(A)(2). The total employer contributions collected from the State and school districts for post‑employment benefits must be transferred immediately to the SCRHI Trust Fund for investment, reinvestment, and the payment of post‑employment benefits;
		(2)	by transfer of the Employee Insurance Program PEBA as of January thirty‑first of each calendar year to the trust fund from the employee insurance program’ PEBA’s operating account, the cash balance in the operating account in excess of one hundred forty percent of the actuarially‑determined IBNR reserves of the state’s health plans PEBA’s self‑funded health plans as of December thirty‑first of the preceding year. On May 1, 2008, an initial transfer must take place applicable to the cash balance as of December 31, 2007;  and
		(3)	with funding as authorized by the General Assembly pursuant to Section 1‑11‑710(D).
	(J)	Each month, the employee insurance program PEBA shall determine the monthly amount of the state‑funded employer premium with respect to retired state employees and retired public school district employees who are eligible for state‑paid employer premiums pursuant to Section 1‑11‑730, and shall transfer this amount to the operating account from the SCRHI Trust Fund. In addition, the employee insurance program PEBA shall transfer the total cost of post‑employment benefits for retirees and their dependents, net of premium contributions made on behalf of retirees and other sources of revenue attributable to retirees, in accordance with Governmental Accounting Standards Board Statements Nos. 43 and 45 and the Implementation Guide.
	(K)	The funds of the SCRHI Trust Fund may only be used for the payment of employer‑provided other post‑employment benefits under the terms of the state health and dental plans. The administrative costs related to the administration of the SCRHI Trust Fund, and the investment and reinvestment of its funds, may be funded from the earnings of the SCRHI Trust Fund.
	(L)	As a trust, the funds of the SCRHI Trust Fund are not assets of the State or the school districts or their respective agencies. The contributions to the SCRHI Trust Fund are irrevocable and may not revert to the employer except upon complete satisfaction of all liabilities and administrative expenses of the state health and dental plans of other post‑employment benefits provided pursuant to the state health and dental plans.”

SECTION	17.	Section 1‑11‑707 of the 1976 Code, as added by Act 195 of 2008, is amended to read:

	“Section 1‑11‑707.	(A)	There is established in the State Treasury separate and distinct from the general fund of the State and all other funds the South Carolina Long Term Disability Insurance Trust Fund (LTDI Trust Fund) to provide for the payment of benefits under the state’s Basic Long Term Disability Income Benefit Plan. Earnings on the LTDI Trust Fund must be credited to it and unexpended funds carry forward in it to succeeding fiscal years.
	(B)	The board is the trustee of the LTDI Trust Fund and the State Treasurer is the custodian of the funds of the LTDI Trust Fund.
	(C)	The employee insurance program PEBA shall administer the LTDI Trust Fund.
	(D)	The employee insurance program PEBA shall engage actuarial and other services as required to transact the business of the LTDI Trust Fund. The actuary engaged by the employee insurance program PEBA shall provide technical advice to the board regarding operation of the LTDI Trust Fund.
	(E)	Upon recommendations of the actuary, the board shall adopt generally accepted and reasonable actuarial assumptions and methods for the operation and funding of the LTDI Trust Fund as it considers necessary and prudent. The actuarial assumptions and methods adopted by the board must be appropriate for the purposes at hand and must be reasonable, individually and in the aggregate, taking into account the experience of the plan and reasonable expectations. Utilizing the actuarial assumptions most recently adopted by the board, the actuary engaged by the employee insurance program PEBA shall set the annual actuarial valuations of normal cost, actuarial liability, actuarial value of assets, and related actuarial present values for the LTDI Trust Fund.
	(F)	The board may adopt policies and procedures and promulgate regulations as necessary for the proper administration of the LTDI Trust Fund.
	(G)(1)	The funds of the LTDI Trust Fund must be invested and reinvested by the State Treasurer in the manner allowed by law. The State Treasurer shall consult with the employee insurance program PEBA and the employee insurance program’s PEBA’s actuary to develop an annual investment plan for the LTDI Trust Fund taking into account the cash flow needs of the employee insurance program PEBA’s self‑funded LTD plans with regard to payment of the employer share of premiums and claims for covered retirees.
		(2)	Effective beginning with the first fiscal year after the ratification of an amendment to Section 16, Article X of the Constitution of this State allowing funds in post‑employment benefits trust funds to be invested in equity securities, the Retirement System Investment Commission (RSIC) established pursuant to Chapter 16, of Title 9, shall invest and reinvest the funds of the LTDI Trust Fund as assets of a retirement system are invested. The chief investment officer shall consult with the employee insurance program PEBA and the employee insurance program’s PEBA’s actuary to develop an annual investment plan for the LTDI Trust Fund taking into account the cash flow needs of the employee insurance program PEBA’s self‑funded LTD plans with regard to payment of the employer share of premiums and claims for covered retirees. After the initial fiscal year the RSIC assumes this investing function, the annual investment plan for the LTDI Trust Fund must be approved by the commission no later than June first of each year for the fiscal year beginning July first of the same calendar year.
	(H)	The board annually shall determine the minimum annual required contributions to the LTDI Trust Fund on an actuarially sound basis in accordance with Governmental Accounting Standards Board Statement No. 45, or any other Governmental Accounting Standards Board statements that may be applicable to the LTDI Trust Fund.
	(I)	The board shall increase the employer contributions used to fund the BLTD Plan by an amount equal to or greater than the minimum annual required contribution for the LTDI Trust Fund as determined in subsection (H) of this section. The increased employer contributions remitted to the employee insurance program PEBA under this subsection must be deposited in the LTDI Trust Fund.
	(J)	Each month, the employee insurance program shall PEBA transfer to the operating account from the LTDI Trust Fund the amount invoiced by the third‑party administrator for the BLTD Plan for payment of LTDI claims, including reasonable expenses associated with claims administration of the BLTD Plan.
	(K)	The assets of the LTDI Trust Fund may only be used for the payment of the state’s claims under the BLTD Plan along with reasonable expenses associated with the operation of the BLTD Plan, and the assets of the LTDI Trust Fund may not be used for any other purpose. The administrative costs related to the administration of the LTDI Trust Fund, and the investment and reinvestment of its funds, must be funded from the earnings of the LTDI Trust Fund.
	(L)	As a trust, the funds of the LTDI Trust Fund are not assets of the State or the school districts or their respective agencies. The contributions to the LTDI Trust Fund are irrevocable and may not revert to the employer except upon complete satisfaction of all liabilities and administrative expenses of the State Basic Long Term Disability Income Benefit Plan of other post‑employment benefits provided pursuant to the State Basic Long Term Disability Income Benefit Plan.”

SECTION	18.	Section 1‑11‑715 of the 1976 Code, as added by Act 31 of 2011, is amended to read:

	“Section 1‑11‑715.	The Employee Insurance Program of the Budget and Control Board PEBA is directed to develop and implement, for employees and their spouses who participate in the health plans offered by the Employee Insurance Program PEBA, an incentive plan to encourage participation in programs offered by the Employee Insurance Program PEBA that promote health and the prevention of disease.  The Employee Insurance Program PEBA is further directed to implement a premium reduction or other financial incentive, beginning on January 1, 2012, for those employees and their spouses who participate in these programs.”

SECTION	19.	Section 1‑11‑720(C) of the 1976 Code is amended to read:

	“(C)	If an entity participating in the plans pursuant to subsection (A) is delinquent in remitting proper payments to cover its obligations, the board’s Office of Insurance Services PEBA shall certify the delinquency to the department or agency of the State holding funds payable to the delinquent entity, and that department or agency shall withhold from those funds an amount sufficient to satisfy the unpaid obligation and shall remit that amount to the Office of Insurance Services PEBA in satisfaction of the delinquency.”

SECTION	20.	Section 1‑11‑725 of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“Section 1‑11‑725.	The board’s experience rating of all local disabilities and special needs providers pursuant to Section 1‑11‑720(A)(3) must be rated as a single group when rating all optional groups participating in the state employee health insurance program State Health Plan.”

SECTION	21.	Section 1‑11‑730(C) of the 1976 Code, as last amended by Act 195 of 2008, is further amended to read:

	“(C)	For employees who participate in the state health and dental plans pursuant to the provisions of Section 1‑11‑720 but who are not members of the State Retirement Systems, one year of full‑time employment or its equivalent under their employment relation equates to one year of earned retirement service credit under a state retirement system for purposes of the requirements of subsection (B)(1) and (2) of this section. The EIP PEBA shall implement the provisions of this subsection and make determinations pursuant to it. A person aggrieved by a determination of the EIP PEBA pursuant to this subsection may appeal that determination as a contested case as provided in Chapter 23, of Title 1, the Administrative Procedures Act.”

SECTION	22.	Section 1‑11‑740 of the 1976 Code, as last amended by Act 278 of 2012, is further amended to read:

	“Section 1‑11‑740.	The Division of Insurance Services of the board PEBA may develop an optional long‑term care insurance program for active and retired members of the various state retirement systems depending on the availability of a qualified vendor. A program must require members to pay the full insurance premium.”

SECTION	23.	Section 1‑11‑780 of the 1976 Code, as added by Act 76 of 2005, is amended to read:

	“Section 1‑11‑780.	The State Employee Insurance Program PEBA’s self‑funded health plans shall continue to provide mental health parity in the same manner and with the same management practices as included in the plan plans beginning in 2002, and is are not under the jurisdiction of the Department of Insurance.  The continuation by the State Employee Insurance Program PEBA’s self‑funded health plans of providing mental health parity in accordance with the plan plans set forth in 2002 constitutes compliance with this act.”

SECTION 24.	This act takes effect July 1, 2014.
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