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public service to the extent such service purchase would violate Section
415 or any other provision of the Internal Revenue Code.

(B) An active member may establish service credit for any period of
paid educational service by making an actuarially neutral payment to
the system to be determined by the actuary for the board, based on the
member’s current age and service credit, but not less than sixteen
percent of the member’s current salary or career highest fiscal year
salary, whichever is greater, for each year of credit purchased. Periods
of less than a year must be prorated. A member may not establish
credit for a period of educational service for which the member also
may receive a retirement benefit from another defined benefit
retirement plan. A member may not establish service credit for
educational service to the extent such service purchase would violate
Section 415 or any other provision of the Internal Revenue Code.

(C) An active member may establish up to six years of service
credit for any period of military service, if the member was discharged
or separated from military service under conditions other than
dishonorable, by making an actuarially neutral payment to the system
to be determined by the actuary for the board, based on the member’s
current age and service credit, but not less than sixteen percent of the
member’s current salary or career highest fiscal year salary, whichever
is greater, for each year of credit purchased. Periods of less than a year
must be prorated.

(D) An active member on an approved leave of absence from an
employer that participates in the system who returns to covered
employment within four years may purchase service credit for the
period of the approved leave, but may not purchase more than two
years of service credit for each separate leave period, by making an
actuarially neutral payment to the system to be determined by the
actuary for the board, based on the member’s current age and service
credit, but not less than sixteen percent of the member’s current salary
or career highest fiscal year salary, whichever is greater, for each year
of credit purchased. Periods of less than a year must be prorated.

(E) An active member who has five or more years of earned service
credit may establish up to five years of nonqualified service by making
an actuarially neutral payment to the system to be determined by the
actuary for the board, based on the member’s current age and service
credit but not less than thirty-five percent of the member’s current
salary or career highest fiscal year salary, whichever is greater, for each
year of credit purchased. Periods of less than a year must be prorated.

(F) An active member may establish service credit for any period of
service in which the member participated in the State Optional



2308 STATUTES AT LARGE (No. 278

General and Permanent Laws--2012

Retirement Program, the Optional Retirement Program for Teachers
and School Administrators, or the Optional Retirement Program for
Publicly Supported Four-Year and Postgraduate Institutions of Higher
Education, by making an actuarially neutral payment to the system to
be determined by the actuary for the board, based on the member’s
current age and service credit, but not less than sixteen percent of the
member’s current salary or career highest fiscal year salary, whichever
is greater, for each year of credit purchased. Periods of less than a year
must be prorated. A member may not establish credit for a period of
service for which the member also may receive a retirement benefit
from another defined benefit retirement plan. A member may not
establish service credit under this subsection to the extent such service
purchase would violate Section 415 or any other provision of the
Internal Revenue Code. Service purchased under this subsection is
‘earned service’ and counts toward the required five or more years of
earned service necessary for benefit eligibility. Compensation earned
while participating in the State Optional Retirement Program, the
Optional Retirement Program for Teachers and School Administrators,
or the Optional Retirement Program for Publicly Supported Four-Year
and Postgraduate Institutions of Higher Education is not earnable
compensation under the system and shall not be used in calculating a
member’s average final compensation. A member purchasing service
under this subsection who has funds invested in a TIAA Traditional
account under a TIAA-CREF Retirement Annuity contract shall be
eligible to make a plan to plan transfer in accordance with the terms of
that contract.

(G) An active member who previously withdrew contributions from
the system may reestablish the service credited to the member at the
time of the withdrawal of contributions by repaying the amount of the
contributions previously withdrawn, plus regular interest from the date
of the withdrawal to the date of repayment to the system.

(H) An active member establishing retirement credit pursuant to this
chapter may establish that credit by means of payroll deducted
installment payments. Interest must be paid on the unpaid balance of
the amount due at the rate of the prime rate plus two percent a year.

() An employer, at its discretion, may pay to the system all or a
portion of the cost for an employee’s purchase of service credit under
this chapter. Amounts paid by the employer under this subsection for
all purposes must be treated as employer contributions.

(J) Service credit purchased under this section is not ‘earned
service’ and does not count toward the required five or more years of
earned service necessary for benefit eligibility except:
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(1) earned service previously withdrawn and reestablished;

(2) service rendered while participating in the State Optional
Retirement Program, the Optional Retirement Program for Teachers
and School Administrators, or the Optional Retirement Program for
Publicly Supported Four-Year and Postgraduate Institutions of Higher
Education that has been purchased pursuant to subsection (F); or

(3) service earned as a participant in the system, the South
Carolina Retirement System, the Retirement System for Members of
the General Assembly, or the Retirement System for Judges and
Solicitors that is transferred to or purchased in the system.

(K) A member may purchase each type of service under this section
once each fiscal year.

(L) At retirement, after March 31, 1991, a Class One or Class Two
member shall receive credit for not more than ninety days of his unused
sick leave from the member’s last employer at no cost to the member.
The leave must be credited at a rate where twenty days of unused sick
leave equals one month of service. This additional service credit may
not be used to qualify for retirement.

(M) The board shall promulgate regulations and prescribe rules and
policies, as necessary, to implement the service purchase provisions of
this chapter.

(N) An employee drawing workers’ compensation who is on a leave
of absence for a limited period may voluntarily contribute on his
contractual salary, to be matched by the employer.”

B. Upon approval of this act by the Governor, this section takes
effect January 2, 2013.

Retirement eligibility

SECTION 22. Section 9-11-60 of the 1976 Code, as last amended by
Act 387 of 2000, is further amended to read:

“Section 9-11-60.(1) A member may retire upon written application
to the system setting forth at what time, no more than ninety days
before nor more than six months after the execution and filing of the
application, the member desires to be retired, if the member at the time
specified for the member’s service retirement has:

(a) five or more years of earned service or eight or more years of
such service for a Class Three member;
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(b) attained the age of fifty-five years or has twenty-five or more
years of credited service, or twenty-seven or more years of such service
for a Class Three member; and

(c) separated from service.

(2) Upon service retirement on or after July 1, 1989, the member
shall receive a service retirement allowance which is equal to the sum
of (a), (b), and (c) below:

(a) a monthly retirement allowance equal to ten dollars and
ninety-seven cents multiplied by the number of years of his Class One
service;

(b) a monthly retirement allowance equal to one-twelfth of two
and fourteen hundredths percent of his average final compensation
multiplied by the number of years of his Class Two or Class Three
service;

(¢) an additional monthly retirement allowance which is the
actuarial equivalent of the member’s accumulated additional
contributions.

The sum of the retirement allowances computed under (a) and (b)
above may not be less than the allowance which would have been
provided under (a) if all of the member’s credited service were Class
One service. For a police officer who became a member before July 1,
1974, and who was a participant in the Supplemental Allowance
Program, the portion of his service retirement allowance not provided
by his accumulated contributions may not be less than it would have
been if the provisions of the System in effect on June 30, 1974, had
continued in effect until his date of retirement.”

Death benefit

SECTION 23. Section 9-11-120(F) of the 1976 Code, as last
amended by Act 176 of 2010, is further amended to read:

“(F) Upon the death of a retired member on or after July 1, 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-five or less than twenty-seven
for a Class Three member, and six thousand dollars if the retired
member had at least twenty-five years of creditable service or at least
twenty-seven years of such service for a Class Three member, at the
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time of retirement, if the retired member’s most recent employer before
retirement is covered by the preretirement death benefit program.”

Disability retirement

SECTION 24. Section 9-11-80 of the 1976 Code, as last amended by
Act 162 of 2010, is further amended to read:

“Section 9-11-80.(1) On the application of a member in service or
the member’s employer, a member who has the years of earned service
required for the member’s class pursuant to Section 9-11-60(1) or any
contributing member who is disabled as a result of an injury arising out
of and in the course of the performance of the member’s duties
regardless of length of membership, may be retired by the retirement
board not less than thirty days and not more than nine months next
following the date of filing the application on a disability retirement
allowance if the system, after a medical examination of the member,
certifies that the member is mentally or physically incapacitated for the
further performance of duty, that the incapacity is likely to be
permanent, and that the member should be retired. For purposes of this
section, a member is considered to be in service on the date the
application is filed if the member is not retired and the last day the
member was employed by a covered employer in the system occurred
not more than ninety days before the date of filing.

The South Carolina Retirement System may contract with the
Department of Vocational Rehabilitation to evaluate the medical
evidence submitted with the disability application relative to the job
being performed and make recommendations to the system. The system
may approve a disability retirement subject to the member participating
in vocational rehabilitation with the Department of Vocational
Rehabilitation. Upon determination by the department that a member
retired on disability is able to reenter the job market and work is
available, the retirement system may adjust the benefit paid by the
system in accordance with Sections 9-1-1580, 9-1-1590, 9-9-60, and
9-11-90.

(2)(A) Upon disability retirement based upon an application
received by the system before January 1, 2014, the member shall
receive a disability retirement allowance which shall be equal to a
service retirement allowance computed on the basis of his average final
compensation, his years of credited service and his accumulated
additional contributions at the date of his disability retirement;
provided, however, that, at disability retirement, his disability



2312 STATUTES AT LARGE (No. 278

General and Permanent Laws--2012

retirement allowance shall be determined on the basis of the number of
years of credited service the member would have completed had he
remained in service until attaining age fifty-five and on the basis of the
average final compensation. For the purpose of calculating the
disability retirement allowance, the additional credited service so
determined shall be either Class One service or Class Two service
depending upon the classification of the member at time of retirement.

(B) Upon disability retirement based upon an application
received by the system after December 31, 2013, the member shall
receive a disability retirement allowance which is equal to a service
retirement allowance computed on the basis of the member’s average
final compensation, the member’s years of credited service, and the
member’s accumulated additional contributions at the date of the
member’s disability retirement. However, at disability retirement, the
member’s disability retirement allowance must be determined on the
basis of the member’s average final compensation at retirement and on
the basis of the number of years of credited service the member would
have completed had the member remained in service until attaining age
fifty-five or until attaining twenty-five years of credited service,
whichever is less. For the purpose of calculating the disability
retirement allowance, the additional credited service so determined
must be either Class One service or Class Two service depending upon
the classification of the member at the time of retirement.

(3)(A) Once each year during the first five years following the
retirement of a member on a disability retirement allowance, and once
in every three-year period thereafter, the Board may require any
disability beneficiary who has not yet attained the age of fifty-five
years to undergo a medical examination, such examination to be made
at the place of residence of the beneficiary or other place mutually
agreed upon, by the system. If a disability beneficiary who has not yet
attained the age of fifty-five years refuses to submit to any such
medical examination, the member’s retirement allowance may be
discontinued until the member’s withdrawal of such refusal, and if the
refusal continues for one year, all the member’s rights in and to the
member’s retirement allowance may be revoked, but upon revocation
any unexpended portion of the member’s accumulated contributions to
date of retirement shall be returned to the member.

(B) To continue to receive a disability retirement allowance, a
member who is retired on a disability retirement allowance based upon
an application received by the system after December 31, 2013, and
who has not yet attained the age of fifty-five years shall provide proof
to the system that the member is qualified for the receipt of Social
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Security disability benefits. This proof must be submitted to the
system within thirty days of the third anniversary of the member’s
disability retirement date and within thirty days of each anniversary
thereafter. A member’s disability retirement allowance ceases upon a
determination by the Social Security Administration that the member is
no longer entitled to Social Security disability benefits for any reason.
If any disability beneficiary who has not yet attained the age of
fifty-five years refuses to provide proof of disability required by the
board, his disability retirement allowance must be discontinued until
the member provides such proof. If a member’s refusal to provide
proof that the member remains qualified for Social Security disability
benefits continues for one year, all of the member’s rights in and to the
member’s disability retirement allowance pursuant to this section may
be revoked by the board.

(4) If the system certifies that the member’s disability has been
removed and that the member has regained earning capacity, the
member’s disability retirement allowance may be discontinued, or if
the disability has been partly removed and the member’s earning
capacity regained in part, the disability retirement allowance may be
reduced proportionately as provided pursuant to Section 9-1-1580. The
determination of the board as to any disputed question, after due
consideration accorded to the member, is conclusive. If the retirement
allowance of any member retired for disability is discontinued or
reduced, and if the member again suffers disability within five years of
the date of the member’s recovery and again loses earning capacity, the
member is entitled to apply to the board for a restoration of the original
retirement allowance, and the board may restore all or part of the
member’s original retirement allowance. At the expiration of the
five-year period, if the retirement allowance has not been restored, all
rights in and to the member’s disability retirement allowance are
revoked. The member then is entitled to a deferred early retirement
allowance as provided in Section 9-11-70 based upon the member’s
average final compensation and credited service at the member’s date
of disability retirement.

(5) After age fifty-five, a disability retiree is subject to the same
earnings limitation as a service retiree.

(6) Notwithstanding any other provision of this section, upon
retirement for disability after October 15, 1992, at any age, a member
must receive a disability retirement allowance equal to at least fifteen
percent of his average final compensation.”
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Return to covered employment

SECTION 25. A. Section 9-11-90(4)(a) of the 1976 Code, as last
amended by Act 356 of 2002, is further amended to read:

“(a)(i) Notwithstanding the provisions of subsections (1) and (2) of
this section, a retired member of the system who has been retired for at
least thirty consecutive calendar days may be hired and return to
employment covered by this system or any system provided in this title
and may earn up to ten thousand dollars without affecting the monthly
retirement allowance the member is receiving from this system. If the
retired member continues in service after having earned ten thousand
dollars in a calendar year, the member’s retirement allowance must be
discontinued during the member’s period of service in the remainder of
the calendar year. If the employment continues for at least forty-eight
consecutive months, the provisions of Section 9-11-90(3) apply. If a
retired member of the system returns to employment covered by the
South Carolina Police Officers Retirement System or any other system
provided in this title sooner than thirty consecutive calendar days after
retirement, the member’s retirement allowance is suspended while the
member remains employed by a participating employer of any of these
systems. If an employer fails to notify the system of the engagement of
a retired member to perform services, the employer shall reimburse the
system for all benefits wrongly paid to the retired member.

(i) The earnings limitation imposed pursuant to this item does
not apply if the member meets at least one of the following
qualifications:

(A) the member retired before January 2, 2013;

(B) the member has attained the age of fifty-seven years at
retirement; or

(C) compensation received by the retired member from the
covered employer is for service in a public office filled by the
appointment of the Governor and with confirmation by the Senate, by
appointment or election by the General Assembly, or by election of the
qualified electors of the applicable jurisdiction.”

B. Upon approval of this act by the Governor, this section takes
effect January 2, 2013.
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Retirement allowance eligibility

SECTION 26. Section 9-11-130(1) of the 1976 Code, as last
amended by Act 387 of 2000, is further amended to read:

“(1) The person nominated by a member pursuant to Section
9-11-110 to receive a lump sum amount if the member dies before
retirement may, if the member:

(a) has five or more years of earned service or eight or more
years of such service for a Class Three member;

(b) dies in service; and

(c) has either attained age fifty-five or has accumulated fifteen
years of creditable service, elect to receive in lieu of the lump sum
amount otherwise payable under Section 9-11-110(1)(a) an allowance
for life in the same amount as if the deceased member had retired at the
time of his death and had named the person as beneficiary under an
election of Option B pursuant to Section 9-11-150(A).

For purposes of the benefit calculation, a member who is not yet
eligible for service retirement is assumed to be fifty-five years of age.”

Contributions

SECTION 27. Subsections (1) and (12) of Section 9-11-210 of the
1976 Code, as last amended by Act 424 of 1988 and Act 14 of 2005,
respectively, are further amended to read:

“(1) Each Class One member shall contribute to the system
twenty-one dollars a month during his service after becoming a
member. Each Class Two and Class Three member shall contribute to
the system a percentage of the member’s earnable compensation as
provided pursuant to Section 9-11-225.

(12) Payments for unused sick leave, single special payments at
retirement, bonus and incentive-type payments, or any other payments
not considered a part of the regular salary base are not compensation
for which contributions are deductible. This item does not apply to
bonus payments paid to certain categories of employees annually
during their work careers. Bonus or special payments applied only
during the ‘Average Final Compensation’ period are excluded as
compensation. Not including Class Three members, contributions are
deductible on up to and including forty-five days’ termination pay for
unused annual leave. If a member has received termination pay for
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unused annual leave on more than one occasion, contributions are
deductible on up to and including forty-five days’ termination pay for
unused annual leave for each termination payment for unused annual
leave received by the member. However, only an amount up to and
including forty-five days’ pay for unused annual leave from the
member’s last termination payment shall be included in a member’s
average final compensation calculation for members eligible to have
unused annual leave included in that calculation.”

Contributions

SECTION 28. Section 9-11-220(1) of the 1976 Code is amended to
read:

“(1) Commencing as of July 1, 1974, each employer shall contribute
to the system seven and one-half percent of the compensation of Class
One members in its employ and a percentage of compensation for all
other members in its employ as provided pursuant to Section
9-11-225.”

Repeal

SECTION 29. Sections 9-11-70, 9-11-75, and 9-11-310 of the 1976
Code are repealed.

Part IV
Subpart 1
South Carolina Public Employee Benefit Authority
PEBA established

SECTION 30. A. Title 9 of the 1976 Code is amended by adding:
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“CHAPTER 4
South Carolina Public Employee Benefit Authority
Article 1
General Provisions

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. 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;

(b) two members appointed by the President Pro Tempore of
the Senate, one a nonrepresentative member and one a representative
member 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 and one a
representative member who is a retired member of SCRS;

(d) two members appointed by the Speaker of the House of
Representatives, one a nonrepresentative member and one a
representative member 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 and one
a representative member 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;
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(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:

(1) taxation;

(i1) 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) Members of the board shall serve for terms of two years and
until their successors are appointed and qualify. 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. 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
person appointed may 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
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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) 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 9-4-15. RESERVED
Section 9-4-20. RESERVED

Section 9-4-30. (A)(1) The South Carolina Public Employee
Benefit Authority shall operate a retirement division to administer the
various retirement systems and retirement programs pursuant to Title 9
and, effective after December 31, 2013, to administer the deferred
compensation program pursuant to Chapter 23, Title 8.

(2) Expenses incurred by the Retirement Division in
administering, after December 31, 2013, the deferred compensation
plans must be reimbursed to the Retirement Division from funds
generated by the deferred compensation plans available to pay for
administrative expenses.

(B) The South Carolina Public Employee Benefits Authority shall
provide copies of annual actuarial valuations of all retirement systems
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requiring such annual valuations to the General Assembly by the
second Tuesday in January of every year.

Section 9-4-40. Each year in the general appropriations act, the
General Assembly shall appropriate sufficient funds to the Office of the
State Inspector General to employ a private audit firm to perform a
fiduciary audit on the South Carolina Public Employee Benefit
Authority. The audit firm must be selected by the State Inspector
General. The rep