PRI OR PRINTER S NO. 395 PRINTER S NO. 1069

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 373 *5n”

| NTRODUCED BY MESSRS. WEI DNER, FRYER, A. C. FOSTER, JR , LEVI

M SS SI RIANNI, MESSRS. CESSAR, BURNS, NOYE, KLI NGAMAN,
FREI ND, GALLAGHER, RHODES, DI ETZ, WENGER AND RODGERS
FEBRUARY 20, 1979

AS REPORTED FROM COVMM TTEE ON LOCAL GOVERNMENT, HOUSE OF

REPRESENTATI VES, AS AMENDED, APRIL 23, 1979

OCO~NOUITARWNE

AN ACT

Amendi ng the act of February 1, 1974 (P.L.34, No.15), entitled

"An act creating a Pennsylvania Minicipal Retirenment System
for the paynent of retirement allowances to officers,

enpl oyes, firenen and police of political subdivisions and
muni ci pal authorities and of institutions supported and
mai nt ai ned by political subdivisions and mnunici pal gover nnment
associ ations and providing for the adm nistration of the same
by a board conposed of the State Treasurer and others

appoi nted by the Governor; inposing certain duties on the
Pennsyl vani a Muni ci pal Retirenment Board and the actuary

t hereof ; providing the procedure whereby political
subdi vi si ons and nuni ci pal authorities may join such system
and inposing certain liabilities and obligations on such
political subdivisions and nunicipal authorities in
connection therewith, and as to certain existing retirenent
and pension systens, and upon officers, enployes, firenen and
police of such political subdivisions, institutions supported
and mai ntai ned by political subdivisions, and upon mnuni ci pal
authorities; providing for the continuation of certain
muni ci pal retirenment systens now adm ni stered by the
Commonweal t h; providing certain exenptions fromtaxation,
execution, attachnment, |evy and sale and providing for the
repeal of certain related acts,
RECEI VI NG A RETI REMENT ALLOMNCE BE A MEMBER OF THE
PENNSYLVANI A MUNI Cl PAL RETI REMENT BOARD AND f urther providing
for the actuarial soundness of the fund, for excess interest,
for paynment of adm nistrative funds from excess interest

earni ngs, for nenber's excess investnent account, for joining
the fund, for municipal liability, for credit for other
governmental service, for contributions, for return to
service and for conmputation of benefits.

" PROVI DI NG THAT A PERSON <—



1 The General Assenbly of the Conmonweal th of Pennsyl vani a

2 hereby enacts as foll ows:

3 Section 1. The definition of "actuarially sound” in section
4 102, act of February 1, 1974 (P.L.34, No.15), known as the

5 "Pennsyl vania Minicipal Retirement Law," is anmended and the

6 section is anmended by adding definitions to read:

7 Section 102. Definitions.--As used in this act:

8 * x *

9 "Actuarially sound® nmeans a plan which is being operated

10 wunder supervision of an actuary and which is being funded

11 annually at a level not | ower than the normal cost of the plan
12 plus a contribution towards the unfunded accrued liability

13 sufficient to conplete the funding thereof within thirty years
14 of the effective date of the system If the unfunded accrued
15 liability is increased subsequent to the effective date of the
16 system such additional liability shall be funded within a

17 period of thirty years fromthe effective date of the increase.
18 |1f deened advisable by the actuary, the initial liability and
19 any increase thereof, may be conbined and anortized over a
20 period of years, not to exceed thirty.
21 * x *
22 "Excess interest"” neans the investnent earnings on the fund
23 in excess of that required for allocation to reqgular_interest
24 and expenses.
25 * x *
26 "Menber's excess investnent account” neans the account
27 nmintained for _each nenber, to which shall be credited such
28 excess interest deened to be earned on nenber contributions
29 allocated by the board.
30 * x *
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SECTI ON 2. SECTION 103 OF THE ACT, AMENDED JANUARY 4, 1978
(P.L.1, NO 1), IS AVENDED TO READ:

SECTI ON 103. PENNSYLVANI A MUNI Cl PAL RETI REMENT BOARD. - - A
PENNSYLVANI A MUNI CI PAL RETI REMENT BOARD | S HEREBY CREATED, VH CH
SHALL CONSI ST OF THE STATE TREASURER, SECRETARY OF THE
COMMONVEALTH, SI X MUNI CI PAL ELECTED OFFI CI ALS OR EMPLOYES OF
DI FFERENT CLASSES OF MUNI Cl PALI TI ES WH CH HAVE JO NED THE
SYSTEM ONE RETI RED MEMBER OF THE SYSTEM VWHO | S RECEI VI NG A

RETI REMENT ALLOMNCE, ONE MUNI CI PAL FI REMAN EMPLOYED BY A

MUNI CI PALI TY WHI CH HAS JO NED THE SYSTEM AND ONE MUNI CI PAL
PCLI CEMAN EMPLOYED BY A MUNI CI PALI TY WHI CH HAS JO NED THE
SYSTEM THE [ EI GHT] NLNE LATTER MEMBERS SHALL BE APPO NTED BY
THE GOVERNOR FROM AMONG NOM NATI ONS MADE BY THE COUNTY
COW SSI ONERS ASSCOCI ATI ON, THE PENNSYLVANI A LEAGUE OF CI Tl ES,
THE PENNSYLVANI A ASSCCI ATI ON OF TOMWNSHI P COW SSI ONERS, THE
PENNSYLVANI A STATE ASSOCI ATI ON OF TOANSHI P SUPERVI SORS, THE
PENNSYLVANI A STATE ASSOCI ATI ON OF BOROUGHS AND THE PENNSYLVANI A
MUNI CI PAL AUTHORI TI ES ASSCOCI ATI ON, AND ASSOCI ATI ONS REPRESENTI NG
MUNI CI PAL FI REMEN AND MUNI CI PAL POLI CE, TO SERVE FOR A TERM OF
FOUR YEARS EACH AND UNTI L THEI R SUCCESSORS ARE APPO NTED AND
QUALI FI ED. APPO NTMENTS OF MEMBERS MADE BY THE GOVERNOR SHALL
NOT REQUI RE THE ADVI CE AND CONSENT OF THE SENATE. THE TWO
MUNI CI PAL EMPLOYE MEMBERS OF THE MUNI Cl PAL EMPLOYES' RETI REMENT
BOARD, APPO NTED BY THE GOVERNOR FROM AMONG NOM NATI ONS MADE BY
VARI QUS ASSOCI ATI ONS OF COUNTY AND MUNI Cl PAL OFFI CERS, WHO ARE
SERVI NG ON THE EFFECTI VE DATE OF THI S ACT, SHALL CONTI NUE TO
SERVE AS MEMBERS OF THE PENNSYLVANI A MUNI Cl PAL RETI REMENT BOARD
UNTI L THE EXPI RATI ON OF THElI R RESPECTI VE TERNMES.

A CHAI RVAN AND VI CE CHAI RMAN OF THE BOARD SHALL BE ELECTED BY
THE BOARD EVERY YEAR AT THE JANUARY MEETI NG OF THE BOARD AND THE
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CHAI RVAN AND VI CE- CHAI RVAN MAY SUCCEED THEMSELVES FOR THE
APPO NTED TERM OF FOUR YEARS.

VACANCI ES HAPPENI NG FROM AMONG MEMBERS APPO NTED FROM AMONG
THE NOM NATI ONS MADE BY THE ASSOCI ATI ONS SHALL BE FI LLED BY THE
APPO NTMENT OF A SUCCESSOR FOR A FULL TERM OF FOUR YEARS.

NO APPO NTED MEMBER SHALL SERVE MORE THAN TWO CONSECUTI VE
FULL TERMS.

EACH MEMBER OF THE BOARD SHALL TAKE AN OATH OF OFFI CE THAT HE
WLL DI LI GENTLY AND HONESTLY ADM NI STER THE AFFAI RS OF THE
BOARD, AND THAT HE WLL NOT KNOW NGY VI OLATE OR WLFULLY PERM T
TO BE VI OLATED ANY OF THE PROVI SIONS OF THI S ACT.

A QUORUM OF THE BOARD SHALL CONSI ST OF SI X MEMBERS.

Section 2— 3. Sections 104, 105 and 110 of the act, are <—
amended to read:

Section 104. Ceneral Powers of the Board.--The board shall:

(1) Appoint a secretary who shall appoint the clerical and
ot her enpl oyes of the board, whose positions, including the
secretary's, shall be under the classified service provisions of
the act of August 5, 1941 (P.L.752, No.286), as anended and the
secretary shall fill future vacancies in accordance wi th such
provi sions. The conpensation of all persons so appointed shal
be fixed by the board and shall be consistent with the standards
established by the Executive Board of this Conmonwealt h;

(2) Contract for professional services, including but not
limted to actuarial, investnent and nedical as it deens
advi sabl e;

(3) Keep in convenient formsuch data as shall be deened
necessary for actuarial valuation purposes;

(4) Fromtinme to tinme, through its actuary, make an

actuarial investigation into the nortality and service
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experience of the contributors and annuitants and of the various
accounts created by this act;

(5) Adopt for the systemone or nore nortality tables and
such other tables as shall be deenmed necessary;

[(6) Certify the rates of deduction from salary necessary to
pay the nmenber's annuities;]

(7) Certify annually the anount of appropriation which each
muni ci pality shall pay into the retirenent fund, which anmounts
shall be based on estimates furnished by the actuary, and shal
be credited to the municipal account of the fund;

(8) Prepare and publish annually a financial statenent
showi ng the condition of the fund and the various accounts
t hereof, and setting forth such other facts, recommendati ons and
data as may be of use in the advancenent of know edge concerning
t he Pennsyl vania Munici pal Retirenment System and furnish a copy
t hereof to each municipality which has joined the system and to
such persons as may request copies thereof;

(9) Keep a record of all its proceedings, which will be open
to inspection by the public;

(10) Fromtime to tinme, with the advice of the Attorney
CGeneral and the actuary, adopt and pronul gate such rul es and
regul ations as may be required for the proper admnistration of
the fund created by this act and the several accounts thereof,
and for the transaction of the business of the board;

(11) Be authorized to approve any optional retirenment plan
for muni ci pal enpl oyes, municipal firemen or nunicipal police,
with any municipality as long as it is actuarially sound and
benefits under the plan are not in excess of or nmenber's m ni mum
contribution rates are not |ess than those provided in other

existing retirenment |aws pertaining to that class of
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muni ci pality; except to the extent that excess investnent

earnings are allocated by the board to provide for additional

pensi on benefits or nenber accruals as otherw se provided in

(12) Prepare and distribute annual statenments of accounts to
each of the active nmenbers of the system show ng the
contributions nade during the year, the interest earned and the
total bal ance standing in the nenber's account at the end of the
year;

(12.1) Fromtine to tine, the board may all ocate excess

i nvest nent earnings to provide additional "cost-of-Iliving"

pensi on benefits to those nenbers who have already retired. Such

al l ocations shall be nade, with the advice of the actuary, on a

fully funded basis enpl oyi ng actuari al assunpti ons whi ch refl ect

the nature of the liability.

(12.2) Fromtine to tine, the board may all ocate excess

i nvest nent earni ngs for active nenbers by appl yi ng such

al l ocation to menber contributions. To the extent that

additional liabilities may accrue as a result of such

all ocation, the actuary shall enpl oy actuarial assunptions, on a

fully funded basis, to accurately reflect the nature of the

liability generated therefrom

(13) Performsuch other functions as are required for the
execution of the provisions of this act.

Section 105. Prelimnary Actuarial Investigation Tables and
Rates.--As soon as nmay be after the passage of this act, the
actuary shall nake an investigation of the nortality, service
and sal ary experience of nunicipal enployes, nunicipal firenen
and rmuni ci pal police as he shall deem necessary, for the purpose

of determ ning upon tentative tabl es and mnuni ci pal
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contributions. On the basis of such investigation and
recommendati on, the board shall adopt such tentative tables and
certify such tentative rates for the purpose of giving

muni ci palities and rmuni ci pal enpl oyes, nunicipal firenmen and
muni ci pal police estimtes of the cost involved in electing to
join the retirement system established by this act. [Such tables

may t hereafter be accepted or changed by the board, as

experience may require.] The actuary shall nmake subseguent

i nvestigati ons at | east once every five years in order to enabl e

the board to change such tabl es when necessary.

Section 110. Managenent and Investnent of Fund; | nterest
Credits.--The nmenbers of the board shall be trustees of the
fund, and shall have the exclusive managenent of said fund, with
full power to invest the noneys therein, subject to the ternms,
conditions, limtations and restrictions inposed by |aw upon
fiduciaries. The said trustees shall have power to hold,
purchase, sell, assign, transfer and di spose of any securities
and investnents in said fund, as well as the proceeds of such
i nvestnments, and of the noney bel onging to such fund.

The board shall annually allow regular interest to the credit
on each [account, including each contributor's account]

contri butor's account, nunicipal account, the retired nenbers

reserve account and the total disability reserve account. In

addi tion, the board shall, after payi ng expenses, annually all ow

such excess interest it deens appropriate to the credit of the

muni ci pal accounts, nenber's accounts, the nenber's excess

i nvest nent accounts, retired nenbers reserve accounts and t ot al

disability reserve accounts. The board nay al so maintain a

conti ngency reserve account made up of such additi onal excess

interest as it deens appropri ate.
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Section 3~ 4. Section 112 of the act, anended January 4, <—
1978 (P.L.1, No.1), is anended to read:

Section 112. Annual Estimates to Municipalities;
Adm ni strative Expenses.--The board shall prepare and submt to
each nmunicipality, on or before the first day of the third
nont h precedi ng the conmenci ng of each municipality's fiscal
year, an item zed estimte of the anpbunts necessary to be
appropriated by the municipality to conplete the paynents of the
obligations of the municipality to the fund during its next
fiscal year.

The board shall annually prepare and approve a budget
covering the adm nistrative expenses of this act. Such expenses
as approved by the board shall be paid from#freceipts from <—
assessnments nmade agai nst each nmunicipality for adm nistrative
expenses. This assessnent shall be based on the nunber of
menbers in each nunicipality and shall not exceed the sum of
twenty dollars ($20) per menber per year. |f, in the cal endar

years [1974, 1975, 1976, 1977, 1978 and 1979,] 1980 AND 1981 the <—

anount received from such assessnents, when inposed at the

maxi mumrate, is not sufficient to cover the admnistrative

expenses, then the bal ance of such expenses shall be paid from} <—
interest earnings on the fund in excess of the regul ar interest
credited to the nunicipal and nenber's accounts and shall not,

in any year, exceed [three-quarters of] one}—enre—andone—half <—

per cent of the total asset value of the fund as of the

begi nni ng of the cal endar year. The adm nistration of the
Pennsyl vani a Muni ci pal Retirenent System shall be audited
annual ly and a report of this audit shall be nade annually to
t he General Assenbly.
Section 4- 5. Sections 113, 203, 204, 205 and 206 of the act <—
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are amended to read:

Section 113. Existing Local Retirenment Systens.--Were a
muni ci pality elects to join the systemestablished by this act,
and is then maintaining a retirenent or pension system or
systenms covering its enployes in whole or in part, those
enpl oyes so covered, and enployes thereafter eligible to join
such pension system shall not becone nenbers of the retirenent
system established by this act, unless at the tine the
muni cipality elects to join the system the nenbers of each such
existing retirement or pension systemshall, by the affirmative
vote of seventy-five per cent of all the nenbers of each pension
system elect to be covered by the retirenent system established
by this act. At any tinme thereafter, within a period of three
years after the nmunicipality has elected to join the system but
not thereafter, the nenbers of an existing retirenent or pension
systemmay, in |like manner, elect to join the system established
by this act. In any such case, provisions nay be nade for the
transfer of noneys and securities in its retirenment or pension
fund or funds, in whole or in part, to the fund established by
this act. Securities so transferred shall be only those
acceptable to the board. Securities not so acceptable shall be
converted into cash, and said cash transferred to the fund
created by this act. In any such transfer, provision shall be
made to credit the accunul ated deducti ons of each nmenber, at
| east the anbunt he has paid into the retirenent or pension
system of the municipality, which noneys shall be credited
agai nst the prior service contributions of such nenber, or a
muni cipality may turn over to the retirenent system created by
this act any existing |ocal pension systemon a conpletely

funded basis, as to pensioners and pension credits of nenbers
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related to prior service to the date of transfer, or on a
partially funded basis if the municipality pays annually into
the retirenent system anounts sufficient to conpletely liquidate
the municipality's liability for prior service within a period
not to exceed thirty years.

No liability, on account of retirenment allowances or pensions
being paid fromany retirenment or pension fund of the
muni ci pality, shall attach against the fund, except as provided
in the agreenent, naking a transfer of an existing systemin
accordance with this section. The liability to continue paynent
of pensions not so transferred shall attach against the
muni ci pality, which shall annually make appropriations fromits
tax revenues sufficient to pay the sane. In cases where workers
covered by an existing retirenent or pension systemelect to
join the systemcreated by this act, the election to join shal
be deenmed to have been made at the time the nunicipality el ected
to join the system and the liabilities of the municipality
shall be fixed accordingly.

Not wi t hst andi ng any ot her provision herein, the board nmay, in

its discretion, entertain a request froma nunicipality to join

the system established by this act for those enpl oyes who are

excluded from |l ocal pension plan coverage by virtue of the

col |l ecti ve bargai ni ng process or otherwi se. The request to join

the system nust be acconpani ed by an affirmati ve vote of no | ess

than three-fourths of those enpl oyes not covered by the | ocal

pensi on plan. The benefits to be established may be in

accordance with the provisions of this article or to any other

rel evant pension | aw covering that class of nunicipality. The

other requirenments of this section for joining this system shal

be observed.
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Section 203. Existing Local Retirement Systens and
Compul sory and Optional Menbership.--Wiere a nunicipality elects
to join the systemestablished by this act, and is then
mai ntaining a retirenent or pension systemor systens covering
its enployes in whole or in part, those enployes so covered, and
enpl oyes thereafter eligible to join such pension system shal
not beconme nenbers of the retirenment system established by this
act, unless at the tine the nmunicipality elects to join the
system the nenbers of each such existing retirenent or pension
systemshall, by the affirmative vote of seventy-five per cent
of all the menbers of each pension system elect to be covered
by the retirement system established by this act. At any tine
thereafter, within a period of three years after the
muni ci pality has elected to join the system but not thereafter,
the nenbers of an existing retirenment or pension systemmay, in
i ke manner, elect to join the system established by this act.
In any such case, provisions my be made for the transfer of
noneys and securities in its retirement or pension fund or
funds, in whole or in part, to the fund established by this act.
Securities so transferred shall be only those acceptable to the
board. Securities not so acceptable shall be converted into
cash, and said cash transferred to the fund created by this act.
In any such transfer, provision shall be nmade to credit the
accunul at ed deducti ons of each nenber, at |east the anount he
has paid into the retirement or pension system of the
muni ci pality, which noneys shall be credited against the prior
service contributions of such nenber, or a nunicipality may turn
over to the retirenment systemcreated by this act any existing
| ocal pension systemon a conpletely funded basis, as to

pensi oners and pension credits of nmenbers related to prior
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service to the date of transfer, or on a partially funded basis
if the nunicipality pays annually into the retirenent system
anounts sufficient to conpletely liquidate the nunicipality's
l[iability for prior service within a period not to exceed thirty
years.

No liability, on account of retirenment allowances or pensions
being paid fromany retirenment or pension fund of the
muni ci pality, shall attach against the fund, except as provided
in the agreenent, naking a transfer of an existing systemin
accordance with this section. The liability to continue paynent
of pensions not so transferred shall attach against the
muni ci pality, which shall annually make appropriations fromits
tax revenues sufficient to pay the sane. In cases where workers
covered by an existing retirenent or pension systemelect to
join the systemcreated by this act, the election to join shal
be deenmed to have been made at the time the nunicipality el ected
to join the system and the liabilities of the municipality
shall be fixed accordingly.

If a municipality elects to join the system under the
provisions of this Article Il, then each officer other than
el ected officers, and each enpl oye thereof other than a
muni ci pal fireman and a muni ci pal policenman, enpl oyed on a
per manent basis, except one who is not eligible for Federal
Soci al Security coverage and except one who is covered by an
existing retirenment or pension systemand is exenpted as
outlined above, shall be required to beconme a nmenber of the
system Each municipality shall determ ne whether nenbership in
said systemfor elected officials and enployes hired on a
tenporary or seasonal basis shall be conpul sory, optional or

prohi bi ted. Where nenbership nay be optional with an el ected
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of ficer or an enploye hired on a tenporary or seasonal basis, an
el ection to join the system nust be nade within one year after
the municipality elected to join the systemor within one year
after the officer or tenporary or seasonal enploye first entered
the service of the nunicipality. Oficers and enpl oyes paid only
on a fee basis shall not be eligible to join the system

When a nmunicipality has established a policy of placing new
enpl oyes on a probationary status it may elect to refrain from
enrol ling such enployes into the systemfor a period of up to
one year fromthe date the probationary enploye first entered
the service of the nunicipality. In such cases service credits
shall not be earned by the enploye for probationary tine served
prior to enrollnment.

Not wi t hst andi ng any ot her provision herein, the board nmay, in

its discretion, entertain a request froma nunicipality to join

the system established by this act for those enpl oyes who are

excluded from |l ocal pension plan coverage by virtue of the

col |l ecti ve bargai ni ng process or otherwi se. The request to join

the system nust be acconpani ed by an affirmati ve vote of no | ess

than three-fourths of those enpl oyes not covered by the | ocal

pensi on plan. The benefits to be established may be in

accordance with the provisions of this article or any other

rel evant pension | aw covering that class of nunicipality. The

other requirenments of this section for joining this system shal

be observed.

Section 204. Service Allowance; Change of Enpl oynent;
Mlitary Service.--1n conputing the length of service of a
contributor for retirement purposes, full credit shall be given
to each original nenber for each year of service rendered to the

muni ci pality prior to the time the municipality joined the
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system whether or not such service was conti nuous.

As soon as practicable, the board shall issue to each
original menber a certificate certifying the aggregate | ength of
service rendered to the nmunicipality prior to the tine it joined
the system Such certificate shall be final and conclusive as to
his prior service unless thereafter nodified by the board, upon
application of the nenber.

The tinme during which a nmenber was absent from service
wi t hout pay shall not be counted in conputing the service of a
contributor in his certificate, or upon retirenment, unless
specifically allowed by the nunicipality, with the approval of
t he board.

When a contributor | eaves the enploy of a nunicipality which
has joined the system and enters into the enploy of another
muni ci pal ity which has also joined the system his service
credits shall renmain uninpaired, but in such cases the unpaid
muni ci pal liability for prior service shall be prorated by the
board between the nunicipalities on an equitable basis. Such

basis will be determned, with the advice of the actuary,

according to the nunber of years of service perfornmed by the

contri butor for each nmunicipality.

A contributor who has been enployed by a nunicipality for a
period of at least six nmonths and is an active nenber of the
system and who thereafter, heretofore, or hereafter, shall be
inducted into the mlitary service of the United States in tines
of war, arned conflict, or National enmergency, so proclainmed by
the President of the United States, shall have credited to his
enpl oynment record, for pension or retirenent benefits, all of
the tinme spent by himin such mlitary service during the

conti nuance of such war, arned conflict, or National energency
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i f such person returns or has heretofore returned to his

enpl oyment within six nonths after his separation fromthe
service. The municipality shall, during the period of the
menber's intervening mlitary service, continue to nmake current
service contributions toward the municipal annuity of the
menber. An active nenber may file an application with the board
for perm ssion to purchase credit toward his nmenber's share of
the annuity for intervening mlitary service. These
contributions shall be conputed by applying the nenber's
contribution rate to his annual rate of conpensation at the tine
of entry of the nmenber into active mlitary service, and

mul tiplying the result by the nunber of years and fractional
part of a year of creditable intervening mlitary service,
together with interest fromdate of return to enploynent to date
of purchase. The anpbunt due fromthe nenber shall be certified
by the board in accordance with nmethods approved by the actuary,
and may be paid by (1) regular nonthly paynents during active
mlitary service, or (2) a lunp sum paynent within thirty days
or (3) it my be anortized with additional interest through

sal ary deductions in anmounts agreed upon by the nenber of the
boar d.

An active menber nmay al so purchase credit for other than
intervening mlitary service perforned for the United States in
times of war, armed conflict or National emergency, so
procl ained by the President of the United States, for a period
not to exceed five years: Provided, That the nenber has
conpl eted five years of service to the nunicipality subsequent
to such mlitary service. An active nmenber nmay file an
application with the board for perm ssion to purchase credit for

noni ntervening mlitary service upon conpletion of five years of
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subsequent service to the nunicipality. The type of service
credit for such service shall be determined by the date of entry
of the municipality into the system I|f the date of the nenber's
separation frommlitary service is prior to the date on which
the municipality joined the system then the credit purchased
shall be considered as prior service credit. In this case the
anount due fromthe menber shall be conputed by applying the
menber's basic contribution rate plus the rate of contribution
the nunicipality paid for current service during its first year
of entry into the systemto his prior salary and nultiplying the
result by the nunber of years and fractional part of a year of
creditabl e nonintervening mlitary service, plus interest from
the date of the nmenber's enploynment by the nunicipality to the
date of purchase. [The anmount due fromthe nenber shall be
certified by the board in accordance with nethods approved by
the actuary, and may be paid in a lunp sumwthin thirty days or
it my be anortized with additional interest through salary
deductions in anmounts agreed upon by the nenber and the board.]
If, on the other hand, the date of the nmenber's separation from
mlitary service is |later than the date of entry of the

muni cipality into the system then the credit purchased shall be
considered as current service credit. In this case the anopunt
due fromthe nmenber shall be conmputed by applying the nenber’'s
basic contribution rate plus the nunicipality's nornal
contribution rate for current service which was in effect on the
date of the nenber's entry into enploynent with the nmunicipality
to his average annual rate of conpensation over the first five
years of his subsequent enploynment and nultiplying the result by
t he nunber of years and fractional part of a year of creditable

noni ntervening mlitary service being purchased, plus interest
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fromthe date of enploynent by the nmunicipality to date of
pur chase.

The amount due fromthe nmenber shall be certified by the
board in accordance with nethods approved by the actuary, and
may be paid in a lunp sumwithin thirty days or it may be
anortized with additional interest through salary deductions in
anount s agreed upon by the nenber and the board.

The rate of interest to be charged to nenbers on their
purchase of credit for intervening or nonintervening military
service shall be the rate being credited by the systemto
menber's contribution accounts in effect on the date of the
menber' s application, conpounded annually.

A nmenber may purchase credit for intervening or
noni ntervening mlitary service only if his discharge or
separation fromthe service was granted under other than
di shonor abl e conditi ons.

A nmenber may not purchase credit for any mlitary service for
which he is entitled to receive, [a retirenent allowance from

the United States Governnment] eligible to receive now or in the

future, or is receiving retirenent benefits for such service

under a retirenent system adnm ni stered and wholly or partially

paid for by any ot her governnental agency, or private enpl oyer.

Applications for permssion to purchase credit for mlitary
service nust be acconpani ed by proof of the nature of his
di scharge or separation fromthe mlitary service.

Section 205. Determ nation of Minicipal Liability.--The
[actuary] board shall as soon as may be, determ ne the present
value of the liability of each municipality for the prior

service credits to its original nenbers, and shall establish an

anount payabl e annually over a period not exceeding thirty
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years, through which paynents such prior service liability may
be funded. Each nunicipality shall have the option to spread the
paynent of such prior service liability over such period of
years.

The municipal liability [to be determ ned by the actuary]
shall be based upon credit for all years of prior service toward
t he nmuni ci pal annuity of each original nenber, subject to such
of the followi ng options as the nunicipality may el ect:

(1) The nmunicipality may limt to ten years the credit for
prior service toward the nmunicipal annuity of each original
menber ;

(2) The nmunicipality may assune the liability for paynment of
the nmenber's contributions for the prior service or any portion
t her eof of each origi nal nenber.

The [actuary] board shall also determne, fromtinme to tine,
t he amount which shall be contributed annually by each
muni ci pality for service credits of original and new nenbers
subsequent to the tinme the municipality joined the system and
t he addi ti onal amount which shall be contributed annually by
each nmunicipality toward a reserve account for disability
al | omances payable to original or new nenbers, in order that al
future service liability may be fully funded on an actuari al
basi s.

The amounts so determ ned by the [actuary] board may be
expressed in a percentage of the payroll of the nmunicipality
covering its contributing nmenbers.

The cost of making the valuations required by this section
and in the transfer of any existing pension system of any

muni ci pality, shall be part of the costs of adm nistration of

this act.
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Section 206. Contributions by Menbers; Consolidation of
Credits; Change of Enpl oynent.--Each nmenber of the system shal
be required to contribute to the fund [such per cent of his
actual salary or conpensation, including fees where paid in part
on a fee basis, as shall be conputed by the actuary to be
approximately sufficient to procure for himon a superannuation
retirement age, a nenber's annuity of approximtely one two-
hundred-fiftieth of that portion of his final salary on which
social security benefits are payable and of one one-hundred-
twenty-fifth of any portion of his final salary in excess of the
anount on which social security benefits are payable for each
year of service, after the time the nmunicipality by which he is

enpl oyed joined the system] three per cent of that portion of

their actual salary or conpensati on, including fees where paid

in part on a fee basis, on which social security benefits are

payabl e, and six per cent of any sal ary, conpensation or fees in

excess of the anmpbunt on which social security benefits are

payabl e. However, in the event of a contri butor who becane a

menber prior to January 1, 1979, the required rate of

contri bution shall be the | esser of the rate herein provi ded and

the rate applicable to said nenber upon his entry into the

In order to increase his nmenber's annuity, each nenber shal
al so have the option to nmake contributions for his prior
service. Such contributions for prior service may be anti ci pat ed
in whole or in part at the tine the nunicipality joins the
system or paynent thereof or such part thereof as is not
antici pated may be spread over a period of tine by increasing
t he payroll|l deduction of the nmenber by at |east one-third. Wen

a menber elects to contribute on account of all of his unpaid
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prior service, his rate of contribution shall be cal culated as
of his age at the time he first entered the service of the
muni ci pality: Provided, however, That any nunicipality may, at
the tine it elects to join the system or at any tine
thereafter, agree with the board to pay into the fund as part of
its liability under and in accordance with section 205 hereof,

t he noneys necessary to provide the nmenber's contributions for
prior service, and in such case no contributions for prior
service shall be nmade by the menbers.

Menber's contributions shall be paid into the fund by the
muni ci pal ity through payroll deductions in such manner and at
such time as the board nmay by rule and regul ati on det erm ne.

When a rmnuni ci pal enploye is enployed by nore than one
muni ci pality, he shall be required to nake contributions on
account of his salary paid by each nmunicipality. In such cases
t he board shall provide for the consolidation of credits of the
contributor and, upon his retirenent, for a consolidated
retirement allowance.

Section 5- 6. Section 207 of the act, amended Decenber 19,
1975 (P.L.520, No.153), is anended to read:

Section 207. Wthdrawal; Return to Service; Death in
Service.--(a) Should a contributor, before reaching
superannuation retirenent age, for any reason cease to be a
muni ci pal enpl oye, he shall be paid by the board the full anmount
of the accumul ated deductions standing to his credit in the
menber's account, unless he is entitled to vesting rights or to
a retirenent allowance for retirenment not voluntarily, and
el ects to exercise such vesting rights or take such retirenent
al | owance. Should such former contributor thereafter return to

the service of the sane nmunicipality and restore to the fund, in
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such manner as may be agreed upon by such person and the board,
his w thdrawn accunul at ed deductions as they were at the tinme of
his separation fromservice, his annuity rights as they existed
at the time of separation fromservice shall be restored and his
obligations as a nmenber shall begin again. The rate of
contribution of such returning nmenber shall be the sanme as it
was at the tine he separated from service.

(b) Should a contributor, having attained or passed
superannuati on age, elect, upon |eaving the service of the
muni cipality, not to claimthe retirement allowance to which he
is entitled, he shall, upon witten application, be paid by the
board the full anobunt of the accunul ated deductions standing to

his credit in the menber's account and the bal ance in the

menber's excess i nvestnent account.

(c) Should a person who has been retired on a retirenent
al |l omance under this act, return to enploynent on a regul ar
full-time basis in the same nunicipality, his retirenent
al l omance shall cease, [and all his rights as they existed at
the tinme of retirement shall be restored, and such person may by
further service and further payroll deductions add to such

rights on account of future retirenment] and in the case of an

annuity, other than a disability annuity, the present val ue of

such annuity shall be frozen as of the date such annuity ceases.

Upon subsequent di sconti nuance of service, such nenber, other

than a former disability annuitant, shall be entitled to an

annuity which is actuarially equivalent to the sum of the

present value of the annuity previously being paid and the

present value of the annuity earned by further service and

further deductions added upon reenploynent. For the purposes of

this section if a person is reenployed on a tenporary or
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seasonal basis and his gross post-retirenment earnings from such
reenpl oynment during the cal endar year are |ess than two thousand
five hundred twenty dollars ($2,520) or such other maxi num as
the board nay establish, he shall not be deened reenpl oyed, but
if and when his gross post-retirenent earnings exceed two

t housand five hundred twenty dollars ($2,520) or such other

maxi mum as the board may establish in any cal endar year he shal
not be entitled to receive his retirenent allowance for that
nont h or any subsequent nonth in the cal endar year in which he
continues in service. The nmunicipality is required to notify the
board i nmedi ately of the reenpl oynent status of any retired
former enploye and file separate nonthly reports of his gross
earni ngs as prescribed by the board.

(d) Should a contributor die while in service, prior to
becom ng eligible for a retirenent allowance, his accunul at ed
deductions shall be paid to his estate, or to such person, if
living, as he shall have designated in witing, filed with the
board as his beneficiary. In case any contributor has failed to
designate a beneficiary, or if the named beneficiary has
predeceased the nenber and no such successor beneficiary has
been naned, and upon the death in service shall have | ess than
one hundred dollars ($100) in accunul ated deductions standing to
his credit, the board nmay, if letters testanmentary or of
adm ni strati on have not been taken out on his estate within six
nont hs after death, pay such accunul at ed deductions on the claim
of the undertaker, or to any person or rmunicipality which shal
have paid the claimof the undertaker.

Section 6~ 7. Sections 208, 210 and 212 of the act are <—
amended to read:

Section 208. Superannuation Retirenment.--Retirenment for
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superannuation shall be as foll ows:

(a) Any contributor who has reached superannuati on
retirement age may retire for superannuation by filing with the
board a witten statenent, duly attested, setting forth on what
date he desires to be retired. Said application shall nmake the
superannuation retirenent allowance effective on the date so
specified, if such application was filed in the office of the
board or deposited in the United States mail, addressed to the
board, before the date specified in the application and before
the death of the contributor, but the date so specified in the
application shall not be nore than ninety days after the date of
filing, or the date the application was deposited in the mail.

(b) On retirenent for superannuation, a contributor shall be
entitled to a retirement all owance throughout his life, which
shal | consist of:

(1) A nenber's annuity of equival ent actuarial value of his
accunul at ed deductions; and

(2) A nunicipal annuity which shall be equal to (i) for
current service, one two-hundred-fiftieth of that portion of his
final salary on which social security benefits are payable plus
one one-hundred-twenty-fifth of any portion of his final salary
in excess of the anpbunt on which social security benefits are
payabl e for each year of service while a nmenber, and in addition
thereto, (ii) for prior service in case of an original nenber,
one two-hundred-fiftieth of that portion of his prior salary on
whi ch social security benefits are payabl e plus one one-hundred-
twenty-fifth of any portion of his prior salary in excess of the
anount on which social security benefits are payable for each
year of prior service or for a maxi mumof ten years if the

muni cipality has so |limted the period of prior service, and in
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addition thereto, one two-hundred-fiftieth of his prior salary
on which social security benefits are payabl e plus one one-
hundred-twenty-fifth of any portion of his prior salary in
excess of the amount on which social security benefits are
payabl e for each year of prior service for which the
muni ci pality has paid or has obligated itself to pay the

menber's contri butions. For the purposes of cal cul ating the

current service benefit, an average of the social security wage

base will be determ ned for the period of tine over which final

salary is taken, and this average will be the basis for

cal cul ating the anount of salary on which social security

benefits are payable. For the purposes of cal culating the prior

service benefit, the social security wage base in effect on the

date of the municipality's entry into the systemw ||l be used as

the basis for cal culating the anount of prior salary on which

social security benefits are payabl e.

(c) In no event shall the nunicipal annuity at the tinme of

retirenment exceed fifty per cent of the final salary.
Section 210. Early Retirenment.--Should a contributor be
di sconti nued from service not voluntarily, after having
conpl eted eight years of total service, or voluntarily after
havi ng conpl eted twenty-four years of total service, but in
ei ther event before reaching superannuation retirenment age, he
shall be paid as he may el ect, as foll ows:
(1) The full amount of the accumul ated deductions plus the

bal ance in the nmenber's excess investnent account standing to

his credit in the nenber's account of the fund; or
(2) Upon the filing of an application in the manner outli ned
in subsection (a) of section 208, a retirenent allowance which

shall consist of (i) a nenber's annuity of equival ent actuari al
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value to his accunul at ed deducti ons plus the bal ance in the

nenber's excess investnent account; and (ii) a nunicipal annuity

of equival ent actuarial value to the present value of a
muni ci pal annuity, beginning at superannuation retirenent age,
cal cul ated in accordance with the provisions of section 208; or

(3) If qualified, a deferred retirenent allowance as
provided in section 213.

Section 212. Disability Retirenment.--(a) After a
contributor has had ten or nore years of total service, he may,
upon application or on the application of one acting in his
behal f, or upon application of a head of the departnent of the
muni ci pality by which he is enployed, be retired by the board on
a disability allowance if he is under superannuation retirenment
age, and on a superannuation retirenment allowance if he has
attai ned or passed such age, if the physician designated by the
board, after medical exam nation of the contributor nmade at the
pl ace of residence of the contributor or at a place nutually
agreed upon, shall certify to the board that the contributor is
unabl e to engage in any gai nful enploynent and that said
contributor ought to be retired. Wien the disability of a
contributor is determned to be service-connected, as defined in
this act, no m ninum period of service shall be required for
eligibility. Application filing requirenments shall be identical
to those outlined in subsection (a) of section 208.

(b) On retirenent for disability a nenber shall receive a
retirement allowance which shall consist of:

(1) A nenber's annuity of the equival ent actuarial value to

hi s accunul at ed deductions, plus the balance in the nmenber's

excess investnent account;

(2) A nunicipal annuity of the equival ent actuarial value to
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the present value of a nunicipal annuity, beginning at
superannuation retirenent age, calculated in accordance with the
provi sion of section 208; and

(3) A disability annuity payable fromthe total disability
reserve account which, together with the nenber's annuity and
t he nmuni ci pal annuity, shall be sufficient to produce a
retirement allowance of thirty per cent of the final salary.
Where the disability of the nenber is determ ned to be service-
connected, as defined in this act, the retirenent allowance
shall equal fifty per cent of his final salary. The disability
annuity shall be reduced by the amount of any paynents for which
t he nenber shall be eligible under the act of June 2, 1915
(P.L.736, No.338), known as "The Pennsylvania Wrknmen's

Conpensation Act," or the act of June 21, 1939 (P.L.566,

No. 284), known as "The Pennsyl vani a Cccupati onal Di sease Act."
(c) Once every year the board nay require any disability
annuitant, while still under superannuation retirenment age, to

under go nedi cal exam nation by a physician designated by the
board. Such exam nation shall be nade at the place of residence
of the beneficiary or other place nutually agreed upon. Should
t he physician report and certify to the board that such
disability beneficiary is no I onger physically or nentally

i ncapacitated for the performance of duty and is able to engage
in a gainful occupation, then his disability retirenent

al |l omance shall be discontinued, and in |ieu thereof an early
involuntary retirenent allowance shall at that tine be granted
as if such person had been retired not voluntarily, if such
person shall have had eight or nore years of total service.

(d) Should a disability annuitant, while under

superannuation retirenent age, refuse to submt to at |east one
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medi cal exam nation in any year by a physician designated by the
board, his disability retirenment allowance shall be disconti nued
until the w thdrawal of such refusal, and should such refusa
continue for one year, then all his rights in and to any
disability retirenment all owance or for early involuntary
retirement allowance provided for by this act, shall be
forfeited.

(e) Any contributor entitled to retire for disability may,
inlieu of such retirenent, if he has eight or nore years of
total service, elect to retire not voluntarily under the
provi sions of this act.

(f) Should a disability annuitant die before the total
disability retirement all owance received shall be at |east equal

to the amount of his accunul ated deductions plus the bal ance in

t he nenber's excess investnent account at the tinme of disability

retirement, then the board shall pay to the named beneficiary,
if living, or if the beneficiary predeceased the annuitant, or
no beneficiary was nanmed, then to the annuitant's estate, an
anount equal to the difference between such total retirenent
al  owance received and the annuitant's accunul ated deducti ons

pl us excess interest, and if such difference is | ess than one

hundred dol lars ($100) and no letters have been taken out on the
estate within six nonths after death, then such difference may
be paid to the undertaker or to any person or nunicipality who
or which shall have paid the claimof the undertaker.

Section # 8. Section 213 of the act, anended January 4,
1978 (P.L.1, No.1), is anended to read:

Section 213. \Vesting.--(a) Should a contributor, before
reachi ng superannuation retirenent age and after having

conpl eted twel ve years of total service, for any reason cease to
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be a nuni ci pal enploye, he shall be entitled to vest his
retirement benefits until he attains superannuation retirenent
age, by filing with the board a witten notice of his intentions
to vest, within ninety days of the date of his term nation of
enpl oynment. Accunul at ed deductions will include interest from
date of termination until the earlier of the date of the
commencenent of the annuity or the date of paynent of nenber
contri butions.

(b) A contributor, who was term nated by the municipality
not voluntarily, may elect, after he has vested, to be paid as
foll ows:

(1) The full amount of the accunul ated deductions, i ncluding
interest; or

(2) An early retirenent allowance as conputed under the
provi sions of clause (2) of section 210; or

(3) Upon reaching superannuation retirenent age, a
superannuation retirenent allowance as conputed under the
provi si ons of section 208.

(c) A contributor, who voluntarily term nated his
enpl oyment, may elect, after he has vested, to be paid as
foll ows:

(1) The full amount of the accunul ated deductions, i ncluding
interest; or

(2) If the contributor has conpleted twenty-four years or
nore of total service, a voluntary w thdrawal all owance conputed
i n accordance with the provisions of section 210; or

(3) Upon reaching superannuation retirenent age, a
superannuation retirenent allowance as conputed under the
provi si ons of section 208.

(d) Should a contributor, who has vested, die before he
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beconmes eligible for a retirenent allowance, the full anount of

t he accunul at ed deductions plus the bal ance in the nenber's

excess investnent account, including interest to the date of his

death, standing to his credit in the nenber's account of the
fund shall be paid to his estate or to his nanmed beneficiary in
accordance with the provisions of subsection (d) of section 207.

Section 8- 9. Sections 214, 215, 303, 305, 306, 307, 308,
309, 311 and 313 of the act are anmended to read:

Section 214. Wthdrawal Provisions.--A nmunicipality which
has joined the retirenment systemcreated or continued under this
Article Il may, for good and stated cause, file an application
with the board for permssion to withdraw fromthe systemif it
neets all of the follow ng requirenents:

(1) The nunicipality has been enrolled in the systemfor a
period of at |east five years.

(2) The nmunicipality has nmet all of its financial
obligations to the system

(3) The legislative body of the municipality has passed an
ordi nance or resolution signifying its intention to w thdraw
fromthe system

(4) The nunicipality has certified to the board that an
affirmative vote approving withdrawal fromthe system had been
obtained fromat |east seventy-five per cent of all of the
muni ci pal enpl oyes affected by the ordi nance or resol ution.

The board shall within ninety days of its receipt, take
action on an application filed by a nunicipality for perm ssion
to wwthdraw fromthe system If the application is approved the
wi t hdrawi ng municipality shall be entitled to receive a net
refund of the amobunts then standing to the credit of the

muni cipality in the nenber's account, the nenber's excess
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i nvest ment _account, the municipal account and the retired

menber's reserve accounts of the system In no event shall the
total amount of the net refund to the municipality exceed the
pro rata interest of the withdrawing nmunicipality in the net
assets of the entire fund based on the market value of the
i nvestnments of the fund as of the date of receipt of the
application for permssion to withdraw. The liability for the
continuation of retirement or disability allowances being paid
fromthe fund shall attach against the w thdrawi ng municipality
and be paid fromfunds transferred to a retirement system
est abl i shed subsequent to its withdrawal fromthe systemor from
noneys appropriated annually fromtax revenues sufficient to pay
the sane. If the board di sapproves the application of the
muni ci pality for permssion to withdraw fromthe systemthe
board shall promptly notify the nmunicipality of its decision and
advi se the municipality of the board' s reason or reasons for
di sapproval . The board shall establish rules and regulations, in
accordance with the provisions of clause (10) of section 104 of
this act, governing the details of the procedures to be foll owed
in the withdrawal of municipalities fromthe system

Section 215. Procedures for Amendi ng Contracts. --Any
muni ci pal ity which has joined the system under the provisions of
this Article Il may, with the approval of the board, enter into
a contract with the board as outlined in Article IV of this act,
to increase any of the benefits enunerated in Article IV. The
board shall not enter into any contract with any nunicipality
whi ch decreases benefits, nor shall it enter into any contract
with a rmunicipality which provides for benefits in excess of or
m ni mum nmenber's contribution rates |ess than those available to

it under any other existing |law pertaining to the establishnment
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of retirement systens for that class of nunicipality, except to

the extent that excess investnent earnings are all ocated by the

board to provide for additi onal pension benefits or nenber

accruals as otherwi se provided in this | aw. Before the board

approves any such contract it shall first determine, through its
actuary, that the plan outlined in the contract is actuarially
sound. Any nunicipality which elects to enter into a contract
for increased benefits which would result in an increase in its
enpl oyes contribution rates shall first obtain the witten
consent of at |east seventy-five per cent of its then nenber
enpl oyes. Additional costs for contracted increases in benefits
shall becone the responsibility of the nunicipality and/or the
menbers as specified in the contract.

Section 303. Existing Local Retirement Systens and
Conmpul sory Menbership.--Wiere a nunicipality elects to join the
system established by this act, and is then maintaining a
retirement or pension systemor systens covering its enployes in
whol e or in part, those enployes so covered, and enpl oyes
thereafter eligible to join such pension system shall not
beconme nenbers of the retirement system established by this act,
unless at the tinme the municipality elects to join the system
t he nmenbers of each such existing retirement or pension system
shall, by the affirmative vote of seventy-five per cent of al
t he nenbers of each pension system elect to be covered by the
retirement system established by this act. At any tine
thereafter, within a period of three years after the
muni ci pality has elected to join the system but not thereafter,
the nenbers of an existing retirenment or pension systemmay, in
i ke manner, elect to join the system established by this act.

In any such case, provisions my be made for the transfer of
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noneys and securities in its retirement or pension fund or
funds, in whole or in part, to the fund established by this act.
Securities so transferred shall be only those acceptable to the
board. Securities not so acceptable shall be converted into
cash, and said cash transferred to the fund created by this act.
In any such transfer, provision shall be nmade to credit the
accunul at ed deducti ons of each nenber, at |east the anount he
has paid into the retirement or pension system of the
muni ci pality, which noneys shall be credited against the prior
service contributions of such nenber, or a nunicipality may turn
over to the retirenment systemcreated by this act any existing

| ocal pension systemon a conpletely funded basis, as to

pensi oners and pension credits of nmenbers related to prior
service to the date of transfer, or on a partially funded basis
if the nunicipality pays annually into the retirenent system
anounts sufficient to conpletely liquidate the nunicipality's
l[iability for prior service within a period not to exceed thirty
years.

No liability, on account of retirenment all owances or pensions
being paid fromany retirenment or pension fund of the
muni ci pality, shall attach against the fund, except as provided
in the agreenent, naking a transfer of an existing systemin
accordance with this section. The liability to continue paynent
of pensions not so transferred shall attach against the
muni ci pality, which shall annually make appropriations fromits
tax revenues sufficient to pay the sane. In cases where workers
covered by an existing retirenent or pension systemelect to
join the systemcreated by this act, the election to join shal
be deenmed to have been made at the time the nunicipality el ected

to join the system and the liabilities of the municipality
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shall be fixed accordingly.

If a municipality elects to cover its municipal firenmen under
the provisions of the systemcreated by this Article IIl, then
each nmunicipal fireman shall be required to becone a nmenber of
the system

If a municipality elects to cover its nmunicipal police under
the provisions of the systemcreated by this Article IIl, then
each nmuni ci pal policeman shall be required to becone a nmenber of
the system

When a nmunicipality has established a policy of placing new
enpl oyes on a probationary status it may elect to refrain from
enrol ling such enployes into the systemfor a period of up to
one year fromthe date the probationary enploye first entered
the service of the nunicipality. In such cases service credits
shall not be earned by the enploye for probationary tine served

prior to enrollment. Notw thstandi ng any other provision herein,

the board may, in its discretion, entertain a request froma

muni cipality to join the system established by this act for

t hose enpl oyes who are excluded from|l ocal pension plan cover age

by virtue of the coll ective bargai ni ng process or otherw se. The

request to join the system nust be acconpani ed by an affirnmative

vote of no |l ess than three-fourths of those enpl oyes not covered

by the | ocal pension plan. The benefits to be established nay be

in accordance with the provisions of this article or any other

rel evant pension | aw covering that class of nunicipality. The

other requirenments of this section for joining this system shal

be observed.

Section 305. Service Allowance; Change of Enpl oynent;
Mlitary Service.--1n conputing the length of service of a

contributor for retirement purposes, full credit shall be given
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to each original nenber for each year of service rendered to the
muni ci pality prior to the time the municipality joined the
system

As soon as practicable, the board shall issue to each
original menber a certificate certifying the aggregate | ength of
service rendered to the nmunicipality prior to the tine it joined
the system Such certificate shall be final and conclusive as to
his prior service unless thereafter nodified by the board, upon
application of the nenber.

The tinme during which a nmenber was absent from service
wi t hout pay, except for mlitary service, shall not be counted
in conputing the service of a contributor in his certificate, or
upon retirenment unless specially allowed by the municipality,
with the approval of the board.

When a contributor |eaves the enploy of a nunicipality which
has joined the system and enters into the enploy of another
muni ci pal ity which has also joined the system his service
credits shall renmain uninpaired, but in such cases the unpaid
muni ci pal liability for prior service shall be prorated by the
board between the nunicipalities on an equitable basis. The

basis will be determned, with the advice of the actuary,

according to the nunber of years of service perfornmed by the

contri butor for each nmunicipality.

Any nuni ci pal fireman or nunicipal policeman enpl oyed by a
muni ci pal ity who has been a regularly appointed fireman or
policeman for a period of at |east six nonths and is an active
menber of the system and who thereafter, heretofore, or
hereafter, shall be inducted into the mlitary service of the
United States in tines of war, arned conflict, or National

energency, so proclainmed by the President of the United States,
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shall have credited to his enploynent record, for pension or
retirement benefits, all of the tine spent by himin such
mlitary service during the continuance of such war, arned
conflict, or National energency if such person returns or has
heretofore returned to his enploynent within six nonths after
his separation fromthe service. The municipality shall, during
the period of the nmenber's intervening mlitary service,
continue to nmake current service contributions toward the
muni ci pal annuity of the nenber. An active nenber may file an
application with the board for perm ssion to purchase credit
toward his nmenber's share of the annuity for intervening
mlitary service. These contributions shall be conputed by

appl ying the nmenber's contribution rate to his annual rate of
conpensation at the time of entry of the nmenber into active
mlitary service, and nmultiplying the result by the nunber of
years and fractional part of a year of creditable intervening
mlitary service, together with interest fromdate of return to
enpl oynment to date of purchase. The anmount due fromthe nenber
shall be certified by the board in accordance wi th methods
approved by the actuary, and may be paid by (1) regular nonthly
paynents during active mlitary service, or (2) a lunmp sum
paynment within thirty days, or (3) it may be anortized with
addi tional interest through salary deductions in anmounts agreed
upon by the nenber and the board.

An active menber nmay al so purchase credit for other than
intervening mlitary service perforned for the United States in
times of war, armed conflict or National energency, so
procl ainmed by the President of the United States, for a period
not to exceed five years: Provided, That the nenber has

conpl eted five years of service to the nunicipality subsequent
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to such mlitary service. An active nmenber nmay file an
application with the board for perm ssion to purchase credit for
noni ntervening mlitary service upon conpletion of five years of
subsequent service to the nunicipality. The type of service
credit for such service shall be determined by the date of entry
of the municipality into the system I|f the date of the nenber's
separation frommlitary service is prior to the date on which
the municipality joined the system then the credit purchased
shall be considered as prior service credit. In this case the
anount due fromthe menber shall be conputed by applying the
menber's basic contribution rate plus the rate of contribution
the nunicipality paid for current service during its first year
of entry into the systemto his prior salary and nultiplying the
result by the nunber of years and fractional part of a year of
creditabl e nonintervening mlitary service, plus interest from

| ater of the date of entry into the system and the date of the

menber's enpl oynment by the nunicipality to the date of purchase.
The amount due fromthe nmenber shall be certified by the board

i n accordance with methods approved by the actuary, and may be
paid in a lunmp sumwithin thirty days or it may be anortized
with additional interest through salary deductions in anmounts
agreed upon by the nmenber and the board. If, on the other hand,
the date of the menber's separation frommlitary service is
|ater than the date of entry of the nmunicipality into the
system then the credit purchased shall be considered as current
service credit. In this case the anount due fromthe nenber
shall be conputed by applying the nenber's basic contribution
rate plus the nmunicipality's normal contribution rate for
current service which was in effect on the date of the nmenber's

entry into enploynment with the municipality to his average
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annual rate of conpensation over the first five years of his
subsequent enpl oynent and nultiplying the result by the nunber
of years and fractional part of a year of creditable

noni ntervening mlitary service being purchased, plus interest
fromthe date of enploynent by the municipality to date of

pur chase.

The amount due fromthe nmenber shall be certified by the
board in accordance with nethods approved by the actuary, and
may be paid in a lunp sumwthin thirty days or it may be
anortized with additional interest through salary deductions in
anount s agreed upon by the nenber and the board.

The rate of interest to be charged to nmenbers on their
purchase of credit for intervening or nonintervening military
service shall be the rate being credited by the systemto
menber's contribution accounts in effect on the date of the
menber' s application, conpounded annually.

A nmenber may purchase credit for intervening or
noni ntervening mlitary service only if his discharge or
separation fromthe service was granted under other than
di shonor abl e conditi ons.

A nmenber may not purchase credit for any mlitary service for
which he is entitled to receive a retirenent allowance fromthe
United States Government.

Applications for permssion to purchase credit for mlitary
service nust be acconpani ed by proof of the nature of his
di scharge or separation fromthe mlitary service.

Section 306. Determ nation of Minicipal Liability.--The
[actuary] board shall, as soon as may be, determ ne the present
value of the liability of each municipality for the prior

service credits to its original nenbers, and shall establish an
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anount payabl e annually over a period not exceeding thirty
years, through which paynents such prior service liability may
be funded. Each nunicipality shall have the option to spread the
paynent of such prior service liability over such period of
years.

The municipal liability [to be determ ned by the actuary]
shall be based upon credit for all years of prior service toward
t he nmuni ci pal annuity of each original nenber.

The [actuary] board shall also determne, fromtinme to tine,

t he amount which shall be contributed annually by each
muni ci pality, for service credits of original and new nenbers
subsequent to the time the municipality joined the system and

t he additi onal amobunt which shall be contributed annually by
each nmunicipality toward a reserve account for disability

al | omances payable to original and new nenbers, in order that
all future service liability may be fully funded on an actuari al
basi s.

The amounts so determ ned by the [actuary] board may be
expressed in a percentage of payroll of the municipality
covering its contributing nmenbers.

The paynents made by the State Treasurer to the treasurer of
the nmunicipality from noneys received fromtaxes paid upon
prem uns by foreign fire insurance conpani es for purposes of
pension, retirement or disability benefits for nmunicipal firenen
shall be used as follows: (i) to reduce the unfunded liability
or, after such liability has been funded, (ii) to apply against
t he annual obligation of the municipality for future service and
disability reserve costs. It shall be the duty of the governing

body to apply such paynents in accordance with the provisions of

this act.
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The paynents made by the State Treasurer to the treasurer of
the nmunicipality fromthe noneys received fromtaxes paid upon
prem uns by foreign casualty insurance conpani es for purposes of
pension, retirement or disability benefits for nunicipal
policenmen shall be used as follows: (i) to reduce the unfunded
l[iability or, after such liability has been funded, (ii) to
apply agai nst the annual obligation of the municipality for
future service and disability reserve costs. It shall be the
duty of the governing body to apply such paynents in accordance
with the provisions of this act.

The cost of nmaking the valuations required by this section
and in the transfer of any existing pension system of any
muni ci pality, shall be part of the costs of adm nistration of
this act.

Section 307. Contributions by Menbers; Consolidation of
Credits.--Each single coverage nenber of the system created
under this Article Ill, shall be required to contribute [to the
fund such per cent of his actual salary or conpensation as shal
be conputed by the actuary to be approximately sufficient to
procure for himon superannuation retirenent, a nmenber's annuity
of approxi mately one one-hundredth of his final salary for each
year of service after the tine the nunicipality by which he is
enpl oyed joined the system The nenber shall not be required to

contribute nore than] no nore than eight per cent of his salary

or conpensation to the fund based on a uniformcontribution rate

as determ ned by the actuary to provide the benefit under this

article.
The amount of contribution by each joint coverage nenber
shall be conmputed in the manner descri bed above for a single

coverage nmenber, except that the anount of such deductions from
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salary or conpensation shall be reduced with respect to wages
(as defined in the Federal Insurance Contributions Act) by forty
per cent of the tax on enpl oyes prescribed by the Federal

I nsurance Contributions Act exclusive of that portion of such
tax attributable to disability coverage.

Menbers' contributions shall be paid into the fund by the
muni ci pal ity through payroll deductions in such manner and at
such time as the board nmay by rule and regul ati on det erm ne.

Section 308. Wthdrawal; Return to Service; Death in
Service.--(a) Should a contributor, before reaching
superannuation retirenent age, for any reason cease to be a
muni ci pal fireman or a municipal policeman, he shall be paid by
the board the full anmount of the accumul ated deducti ons standi ng
to his credit in the nmenber's account, unless he is entitled to
vesting rights or to a retirenment allowance for retirenment not
voluntarily, and elects to exercise such vesting rights or take
such retirement all owance. Should such former contri butor
thereafter return to the service of the same nunicipality and
restore to the fund, in such manner as may be agreed upon by
such person and the board, his w thdrawn accunul at ed deducti ons
as they were at the time of his separation fromservice, his
annuity rights as they existed at the tinme of separation from
service shall be restored and his obligations as a nenber shal
begi n agai n.

(b) Should a contributor, having attained or passed
superannuati on age, elect, upon |eaving the service of the
muni cipality, not to claimthe retirement allowance to which he
is entitled, he shall, upon witten application, be paid by the
board the full anobunt of the accunul ated deductions standing to

his credit in the menber's account, and the bal ance in the
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menber's excess i nvestnent account.

(c) Should a person who has been retired on a retirenent
al l omance under this act, return to enploynent on a regul ar
full-time basis in the same nunicipality, his retirenent
al l omance shall cease, [and all his rights as they existed at
the tinme of retirement shall be restored, and such person may by
further service and further payroll deductions add to such

rights on account of future retirenment] and in the case of an

annuity, other than a disability annuity, the present val ue of

such annuity shall be frozen as of the date such annuity ceases.

Upon subsequent di sconti nuance of service, such nenber, other

than a former disability annuitant, shall be entitled to an

annuity which is actuarially equivalent to the sum of the

present value of the annuity previously being paid and the

present value of the annuity earned by further service and

further deductions added upon reenploynent. For the purposes of

this section if a person is reenployed on a tenporary or
seasonal basis and his gross post-retirenment earnings from such
reenpl oynent during the cal endar year are |less than [two

t housand one hundred dollars ($2,100)] two thousand five hundred

twenty dollars ($2,520) or such other maxi mum as the board nay

establish, he shall not be deened reenpl oyed, but if and when
his gross post-retirenment earnings exceed [two thousand one

hundred dollars ($2,100)] two thousand five hundred twenty

dollars ($2,520) or such other nmaxi mum as the board may

establish in any cal endar year he shall not be entitled to
receive his retirenent allowance for that nonth or any
subsequent nmonth in the cal endar year in which he continues in
service. The municipality is required to notify the board

i mredi ately of the reenploynent status of any retired forner
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enpl oye and file separate nonthly reports of his gross earnings
as prescribed by the board.

(d) Should a contributor die while in service, prior to
becom ng eligible for a retirenment allowance, his accunul at ed
deductions shall be paid to his estate, or to such person, if
living, as he shall have designated, in witing, filed with the
board as his beneficiary. In case any contributor has failed to
designate a beneficiary, or if the named beneficiary has
predeceased the nenber and no successor beneficiary has been
named, and upon the death in service shall have | ess than one
hundred dollars ($100) in accumnul ated deductions standing to his
credit, the board may, if letters testanentary or of
adm ni strati on have not been taken out on his estate within six
nont hs after his death, pay such accunul ated deductions on the
cl ai m of the undertaker, or to such person or rmunicipality which
shall have paid the claimof the undertaker.

Section 309. Superannuation Retirenment.--Retirenment for
superannuation shall be as foll ows:

(1) Any contributor who has reached superannuati on
retirement age may retire for superannuation by filing with the
board a witten statenent, duly attested, setting forth on what
date he desires to be retired. Said application shall nmake the
superannuation retirenent allowance effective on the date so
specified, if such application was filed in the office of the
board or deposited in the United States mail, addressed to the
board, before the date specified in the application and before
the death of the contributor, but the date so specified in the
application shall not be nore than ninety days after the date of
filing, or the date the application was deposited in the mail.

(2) On retirenent for superannuation, a contributor shall be
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entitled to a retirement all owance throughout his life, which
shall consist of (i) a nenber's annuity of equival ent actuari al

value to his accunul at ed deducti ons, and the bal ance in the

nenber's excess investnent account, and (ii) a nunicipal annuity

whi ch shall be equal to, for current service, one one-hundredth
of his final salary for each year of service while a nenber

and, in addition thereto for prior service in the case of an
ori ginal menber, one one-hundredth of his prior salary for each
year of prior service.

(3) The superannuation retirenment allowance provided in this
section or the withdrawal allowance provided in section 311, as
the case may be, payable to a joint coverage nenber after the
age at which social security old age insurance benefits becone
payabl e shall be reduced by an amount equal to forty per cent of
the primary insurance anount of social security paid or payable
to him Such reduction shall be subject to the foll ow ng
provisions: (i) the reduction in benefits in accordance with
this clause (3) shall not be applied in the case of an annuitant
until age sixty-five, unless such annuitant shall have el ected
to receive social security benefits prior to age sixty-five,
(i1i) the eligibility of such nenber for the old age insurance
benefit (primary insurance anount) and the anopunt of such old
age i nsurance benefit upon which the reduction in his allowance
shall be based, shall be determ ned by the board in accordance
with the provisions of the Federal Social Security Act, in
effect on the effective date of superannuation retirenment, or
wi t hdrawal , of the nmenber, except that in determ ning such
eligibility and such anmount only wages or conpensation for
service covered by the systemshall be included, (iii) the

reduction in benefits in accordance with this clause (3) shal
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apply only to that portion of benefits based on wages as defi ned
in the Federal Insurance Contribution Act, (iv) the reduction of
benefits in accordance with this clause (3) shall be limted to
t he nmuni ci pal annuity cal culated in accordance with clause (2)
of this section, (v) the total sumincluding social security old
age insurance benefits to be received upon superannuation
retirement or withdrawal by a joint coverage nenber shall not be
| ess than the all owance that he would be paid as a single
coverage menber, (vi) whenever the anount of the reduction from
t he superannuation retirenment allowance or the w thdrawal

al  owance shall have been once determined, it shall remain fixed
for the duration of the allowance, except that any decrease in
the ol d age insurance benefit under the Federal Social Security
Act shall result in a correspondi ng decrease in the anount of
the reduction in the allowance, (vii) the reduction provided for
in this clause (3) shall not apply to disability all owances
payabl e under section 313 of this act.

(4) In no event shall the nunicipal annuity at the tine of

sal ary.

(5) O her provisions of this act notw thstandi ng, any nenber
of a police force who was a nenber of a pension fund created
under the provisions of the act of May 29, 1956 (P.L.1804,

No. 600), and who was entitled to retire at the age of fifty-five
or sixty years after twenty years of total service, or at the
age of fifty or fifty-five after twenty-five years of service,
and to receive the pension provided by that act, shall have the
same entitlenent under the systemcreated pursuant to this act.
The nmuni ci pal annuity, conmputed under subclause (ii) of clause

(3) above, shall be increased as needed, in addition to the
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menber's annuity, in order to pay any increased retirenent
al l owance resulting fromthe provisions of the act.

Section 311. Early Retirenment.--Should a contributor be
di sconti nued from service not voluntarily after having conpl et ed
ei ght years of total service, or voluntarily after having
conpl eted twenty-four years of total service, but in either
event before reaching superannuation retirenent age, he shall be
paid as he may el ect, as follows:

(1) The full amount of his accumul ated deductions plus the

bal ance in the nmenber's excess investnent account standing to

his credit in the nenber's account of the fund; or

(2) Upon the filing of an application in the manner outli ned
in section 309 (1) a retirenent allowance which shall consist of
(1) a menber's annuity of equivalent actuarial value to his

accunul at ed deductions, plus the balance in the nenber's excess

i nvest nent _account, and (ii) a nunicipal annuity of equival ent

actuarial value to the present value of a nunicipal annuity,
begi nni ng at superannuation retirenent age, calculated in
accordance with the provisions of section 309; or

(3) If qualified, a deferred retirenent allowance as
provided in section 314.

Section 313. Disability Retirenment.--(a) After a
contributor has had ten or nore years of total service, he may,
upon application or on application of one acting in his behalf,
or upon application of a head of the departnent of the
muni ci pality by which he is enployed, be retired by the board on
a disability allowance if he is under superannuation retirenment
age, and on a superannuation retirenment allowance if he has
attai ned or passed such age, if the physician designated by the

board, after nedical exam nation of the contri butor made at the
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pl ace of residence of the contributor or at a place nutually
agreed upon, shall certify to the board that the contributor is
unabl e to engage in any gai nful enploynent and that said
contributor ought to be retired. Wien the disability of a
contributor is determned to be service-connected, as defined in
this act, no m ninum period of service shall be required for
eligibility. Application filing requirenments shall be identical
to those outlined in clause (1) of section 309.

(b) On retirenent for disability, a nmenber shall receive a
retirement allowance which shall consist of:

(1) A nenber's annuity of equivalent actuarial value to his

accunul at ed deductions, plus the balance in the nenber's excess

i nvest nent account;

(2) A nunicipal annuity of equivalent actuarial value to the
present val ue of a rmunicipal annuity, beginning at
superannuation retirenent age, calculated in accordance with the
provi si ons of section 309; and

(3) A disability annuity payable fromthe total disability
reserve account which, together with the nenber's annuity and
t he nmuni ci pal annuity, shall be sufficient to produce a
retirement allowance of thirty per cent of the contributor's
final salary. Wiere the disability of the nmenber is determ ned
to be service-connected, as defined in this act, the retirenent
al l omance shall equal fifty per cent of his final salary. The
disability annuity shall be reduced by the amount of any
paynents for which the nenber shall be eligible under the act of
June 2, 1915 (P.L.736, No.338), known as "The Pennsyl vani a
Wor knen' s Conpensation Act,"” or the act of June 21, 1939
(P.L.566, No.284), known as "The Pennsyl vani a Qccupati onal

D sease Act."
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(c) Once every year the board nay require any disability
annuitant, while still under superannuation retirenment age, to
under go nedi cal exam nation by a physician designated by the
board, and such exam nation shall be nmade at the place of
resi dence of the annuitant or other place nutually agreed upon.
Shoul d the physician report and certify to the board that such
di sabl ed annuitant is no | onger physically or nentally
i ncapacitated for the performance of duty and is able to engage
in a gainful occupation, then his disability retirenent
al l omance shall be discontinued, and in |ieu thereof an early
involuntary retirenent allowance shall at that tine be granted
as if such person had been retired not voluntarily, if such
person shall have eight or nore years of total service.

(d) Should a disability annuitant, while under
superannuation retirenent age, refuse to submt to at |east one
medi cal exam nation in any year by a physician designated by the
board, his disability retirenment allowance shall be disconti nued
until w thdrawal of such refusal, and should such refusa
continue for one year, then all his rights in and to any
disability retirenment all owance or for early involuntary
retirement allowance provided by this act shall be forfeited.

(e) Any contributor entitled to retire for disability may,
inlieu of such retirenent, if he has eight or nore years of
total service, elect to retire not voluntarily under the
provi sions of this act.

(f) Should a disability annuitant die before the total
disability retirement all owance received shall be at |east equal

to the amount of his accunul ated deductions plus the bal ance in

t he nenber's excess investnent account at the tinme of disability

retirement, then the board shall pay to the named beneficiary,
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1 if living, or if the nanmed beneficiary predeceased the

2 annuitant, or no beneficiary was naned, then to the annuitant's
3 estate, an amount equal to the difference between such total

4 retirement all owance received and the annuitant's accunul at ed

5 deductions, and if such difference is |ess than one hundred

6 dollars ($100) and no letters have been taken out on the estate
7 wthin six nonths after death, then such difference may be paid
8 to the undertaker or to any person or nunicipality who or which
9 shall have paid the claimof the undertaker.

10 Section 9- 10. Section 314 of the act, anmended January 4,
11 1978 (P.L.1, No.1), is anended to read:

12 Section 314. \Vesting.--(a) Should a contributor, before

13 reaching superannuation retirenment age and after having

14 conpleted twelve years of total service, for any reason cease to
15 be a nunicipal fireman or a municipal policenman, he shall be

16 entitled to vest his retirement benefits until he attains

17 superannuation retirenment age, by filing with the board a

18 witten notice of his intentions to vest, within ninety days of
19 the date of his term nation of enploynent. Accunul ated
20 deductions will include interest fromdate of term nation until
21 the earlier of the date of the commencenent of the annuity or
22 the date of paynent of nenber contributions.
23 (b) A contributor, who was term nated by the municipality
24 not voluntarily, may elect, after he has vested, to be paid as
25 follows:
26 (1) The full amount of the accunul ated deductions plus the
27 balance in the nenber's excess investnent account, including
28 interest; or
29 (2) An early retirenent allowance as conputed under the

30 provisions of clause (2) of section 311; or
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(3) Upon reaching superannuation retirenent age, a
superannuation retirenent allowance as conputed under the
provi si ons of section 309.

(c) A contributor, who voluntarily term nated his
enpl oyment, may elect, after he has vested, to be paid as
foll ows:

(1) The full amount of the accumnul ated deductions plus the

bal ance in the nenber's excess investnent account, including

interest; or

(2) |If the contributor has conpleted twenty-four years or
nore of total service, a voluntary w thdrawal all owance conputed
i n accordance with the provisions of section 311; or

(3) Upon reaching superannuation retirenent age, a
superannuation retirenent allowance as conputed under the
provi si ons of section 309.

(d) Should a contributor, who has vested, die before he
beconmes eligible for a retirenent allowance, the full anount of

t he accunul at ed deductions plus the bal ance in the nenber's

excess investnent account including interest to the date of his

death, standing to his credit in the nenber's account of the
fund shall be paid to his estate or to his named beneficiary in
accordance with the provisions of subsection (d) of section 308.

Section 46— 11. Sections 316, 317, 402, 403, 404, 406, 408,
411, 412 and 413 of the act are anended to read:

Section 316. Wthdrawal Provisions.--A nmunicipality which
has joined the retirenment systemcreated or continued under this
Article Ill may, for good and stated cause, file an application
with the board for permssion to withdraw fromthe systemif it
neets all of the follow ng requirenents:

(1) The nunicipality has been enrolled in the systemfor a
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period of at |east five years.

(2) The nmunicipality has nmet all of its financial
obligations to the system

(3) The legislative body of the municipality has passed an
ordi nance or resolution signifying its intention to w thdraw
fromthe system

(4) The nmunicipality has certified to the board that an
affirmative vote approving withdrawal fromthe system had been
obtained fromat |east seventy-five per cent of all of the
muni ci pal enpl oyes affected by the ordi nance or resol ution.

The board shall within ninety days of its receipt, take
action on an application filed by a nunicipality for perm ssion
to wwthdraw fromthe system If the application is approved the
wi t hdrawi ng municipality shall be entitled to receive a net
refund of the amobunts then standing to the credit of the

muni cipality in the nenber's account, nenber's excess investnent

account, the rmunicipal account and the retired nenber's reserve
accounts of the system In no event shall the total anmount of
the net refund to the nmunicipality exceed the pro rata interest
of the withdrawing nunicipality in the net assets of the entire
fund based on the market value of the investnments of the fund as
of the date of receipt of the application for perm ssion to

wi thdraw. The liability for the continuation of retirenment or

di sability all owances being paid fromthe fund shall attach

agai nst the withdrawi ng nmunicipality and be paid from funds
transferred to a retirenent system established subsequent to its
wi t hdrawal fromthe systemor from noneys appropriated annually
fromtax revenues sufficient to pay the sane. If the board

di sapproves the application of the municipality for perm ssion

to wwthdraw fromthe systemthe board shall pronptly notify the
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muni ci pality of its decision and advise the nunicipality of the
board's reason or reasons for disapproval. The board shal
establish rules and regul ations, in accordance with the
provi sions of clause (10) of section 104 of this act, governing
the details of the procedures to be followed in the w thdrawal
of municipalities fromthe system

Section 317. Procedures for Amending Contracts.--Any
muni ci pal ity which has joined the system under the provisions of
this Article I'll may, with the approval of the board, enter into
a contract with the board as outlined in Article IV of this act,
to increase any of the benefits enunerated in Article I'V. The
board shall not enter into any contract with any nunicipality
whi ch decreases benefits, nor shall it enter into any contract
with a rmunicipality which provides for benefits in excess of or
m ni mum nmenbers contribution rates | ess than those available to
it under any other existing |law pertaining to the establishnment

of retirement systens for that class of nunicipality, except to

the extent that excess investnent earnings are all ocated by the

board to provide for additi onal pension benefits or nmenber

accruals as otherwise provided in this | aw. Before the board

approves any such contract it shall first determine, through its
actuary, that the plan outlined in the contract is actuarially
sound. Any menber rmunicipality which elects to enter into a
contract for increased benefits which would result in an
increase in its enployes contribution rates shall first obtain
the witten consent of at |east seventy-five per cent of its

t hen menber enpl oyes. Additional costs for contracted increases
in benefits shall becone the responsibility of the nunicipality
and/ or the nmenbers as specified in the contract.

Section 402. Existing Local Retirenment Systens and
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Compul sory and Optional Menbership.--Wiere a nunicipality elects
to join the systemestablished by this act, and is then

mai ntaining a retirenent or pension systemor systens covering
its enployes in whole or in part, those enployes so covered, and
enpl oyes thereafter eligible to join such pension system shal
not beconme nenbers of the retirenment system established by this
act, unless at the tine the nmunicipality elects to join the
system the nenbers of each such existing retirenent or pension
systemshall, by the affirmative vote of seventy-five per cent
of all the menbers of each pension system elect to be covered
by the retirement system established by this act. At any tine
thereafter, within a period of three years after the
muni ci pality has elected to join the system but not thereafter,
the nenbers of an existing retirenment or pension systemmay, in
i ke manner, elect to join the system established by this act.
In any such case, provisions my be made for the transfer of
noneys and securities in its retirement or pension fund or
funds, in whole or in part, to the fund established by this act.
Securities so transferred shall be only those acceptable to the
board. Securities not so acceptable shall be converted into
cash, and said cash transferred to the fund created by this act.
In any such transfer, provision shall be nmade to credit the
accunul at ed deducti ons of each nenber, at |east the anount he
has paid into the retirement or pension system of the
muni ci pality, which noneys shall be credited against the prior
service contributions of such nenber, or a nunicipality may turn
over to the retirenment systemcreated by this act any existing

| ocal pension systemon a conpletely funded basis, as to

pensi oners and pension credits of nmenbers related to prior

service to the date of transfer, or on a partially funded basis
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if the nunicipality pays annually into the retirenent system
anounts sufficient to conpletely liquidate the nunicipality's
l[iability for prior service within a period not to exceed thirty
years.

No liability, on account of retirenment allowances or pensions
being paid fromany retirenment or pension fund of the
muni ci pality, shall attach against the fund, except as provided
in the agreenent, naking a transfer of an existing systemin
accordance with this section. The liability to continue paynent
of pensions not so transferred shall attach against the
muni ci pality, which shall annually make appropriations fromits
tax revenues sufficient to pay the sane. In cases where workers
covered by an existing retirenent or pension systemelect to
join the systemcreated by this act, the election to join shal
be deenmed to have been made at the time the nunicipality el ected
to join the system and the liabilities of the municipality
shall be fixed accordingly.

If a municipality elects to join the system under the
provisions of this Article IV, it shall first negotiate a
contract with the board, acceptable to both the nmunicipality and
the board, which shall set forth all the specific details of
muni ci pal and nenber contribution rates and benefits. The
muni ci pality shall then pass an ordi nance or resolution electing
to join the system and confirm ng the terns of the contract by
reference thereto. Separate contracts and separate resol utions
shall be executed for each class of enployes, nanely rnuni ci pal
enpl oyes, nunicipal firemen and nunicipal police in those cases
where the municipality elects to bring nore than one class of
its enployes into the system

When a nmunicipality elects to enroll its nunicipal enployes
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into the system then each officer other than el ected officers,
and each muni ci pal enpl oye thereof, enployed on a pernanent
basis, shall be required to beconme a nmenber of the system Each
muni ci pality shall determ ne whether nmenbership in said system
for elected officials and enpl oyes hired on a tenporary or
seasonal basis shall be conpul sory, optional or prohibited.
Where nenbership nay be optional with an elected officer or an
enpl oye hired on a tenporary or seasonal basis, an election to
join the system nust be nade within one year after the
muni ci pality elected to join the systemor within one year after
the officer or tenporary or seasonal enploye first entered the
service of the nunicipality. Oficers and enpl oyes paid only on
a fee basis shall not be eligible to join the system

When a nmunicipality elects to enroll its municipal firenmen or
its municipal police into the system then each muni ci pal
fireman or each municipal policenman, as defined in section 102
of this act, shall be required to becone a nenber of the system

When a nunicipality has established a policy of placing new
enpl oyes on a probationary status it may elect to refrain from
enrol ling such enployes into the systemfor a period of up to
one year fromthe date the probationary enploye first entered
the service of the nunicipality. In such cases service credits
shall not be earned by the enploye for probationary tine served

prior to enrollment. Notw thstandi ng any other provision herein,

the board may, in its discretion, entertain a request froma

muni cipality to join the system established by this act for

t hose enpl oyes who are excluded from|l ocal pension plan cover age

by virtue of the coll ective bargai ni ng process or otherw se. The

request to join the system nust be acconpani ed by an affirnmative

vote of no less than three-fourths of those enpl oyes not covered
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by the | ocal pension plan. The benefits to be establi shed nay be

in accordance with the provisions of this article or any other

rel evant pension | aw covering that class of nmunicipality. The

other requirenments of this section for joining this system shal

be observed.

Section 403. Contract Provisions.--Any contract for an
optional retirement plan entered into between a nmunicipality and
the board shall not provide for any benefits in excess of or
m ni mum nmenber's contribution rates |ess than those available to
that municipality for that class of enployes under any existing
| aw pertaining to the establishnent of a retirenent or pension

system except to the extent that excess investnent earnings are

all ocated by the board to provide for additional pension

benefits or nenber accruals as otherwi se provided in this | aw

The contract shall specifically state the following terns and
condi ti ons:

(1) The superannuation retirenment age at which a nenber
shall becone eligible for a full normal retirenent allowance in
accordance with the fornula specified in the contract.

(2) Length of service requirenments which nust be nmet before
a menber becones eligible for either a superannuation retirenent
al l omance, an early retirenment all owance and the net hod of
determ ning any reduction factors involved in the conputation of
t he amount of the all owance because of retirenent prior to
attai ni ng superannuati on age.

(3) Provisions for the refunding of accumnul ated deducti ons

pl us excess interest to enployes who | eave the service of the

muni ci pality before they becone eligible for any type of
retirement benefit and whether or not the enploye shall be

entitled to interest earned on contri butions.
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(4) Provisions relating to the types and anmounts of
disability retirement benefits for which a nenber may becone
eligible, and the qualifications therefore.

(5) The availability of any vesting or deferred benefits to
whi ch a nmenber nay becone entitl ed.

(6) A description of the anpbunt and the manner in which a
menber may qualify for any death benefits, both before and after
retirement, including any prescribed paynents to w dows or
chil dren under eighteen years of age.

(7) The formula used to determ ne the anount of normal
retirement benefits, including an explanation of the salary or
conpensation to be used in the conmputations, and a statenent
concerning any social security offset provisions included in the
contract.

(8) A description of any optional nethods of paynent of
retirenment allowances avail able to a nenber.

(9) Any provisions for cost-of-living increases, and
[imtations thereon, which may be included.

(10) The manner in which the rate or rates of enpl oye
contributions shall be determ ned, together with any provisions
for additional voluntary contributions.

(11) The manner in which the rates of contribution fromthe
muni ci palities shall be determ ned.

(12) The manner in which costs for prior service for which
the municipality is willing to assunme liability shall be
determ ned, with respect to both the nmunicipality's share and
the nenber's share, if any.

(13) The manner in which credit for any allowable mlitary
service shall be determ ned and the manner in which costs of

service shall be paid.

19790H0373B1069 - 56 -



(14) Any other information which m ght have a bearing on the
costs or benefits of the retirement plan which m ght be required
by the board in the adm nistration of the plan.

Section 404. Determ nation of Minicipal Liability.--[The
actuary] The board shall as soon as nay be, determ ne the
present value of the liability of each nmunicipality for any
prior service credits it has elected to extend to its original
menbers, and shall establish an anpbunt payable annually over a
period not exceeding thirty years, through which paynments such
prior service liability may be funded. Each nunicipality shal
have the option to spread the paynment of such prior service
l[iability over such period of years.

The municipal liability [to be determ ned by the actuary]
shall be based upon credit for those years of prior service
toward the mnunicipal annuity of each original nmenber, for which
the nmunicipality has agreed to pay, plus any liability for
paynent of the menber's contributions for the prior service or
any portion thereof of each original nmenber which the
muni ci pality has agreed to pay.

The [actuary] board shall also determne, fromtinme to tine,
t he amount which shall be contributed annually by each
muni ci pality for service credits of original and new nenbers
subsequent to the time the municipality joined the system and
t he additi onal amount which shall be contributed annually by
each nmunicipality toward a reserve account for disability
al | omance payable to original and new nenbers, in order that al
future service liability may be fully funded on an actuari al
basi s.

The amounts so determ ned by the [actuary] board may be

expressed in a percentage of the payroll of the nmunicipality
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covering its contributing nmenbers.

The paynents made by the State Treasurer to the treasurer of
the nmunicipality from noneys received fromtaxes paid upon
prem uns by foreign fire insurance conpani es for purposes of
pension, retirement or disability benefits for nmunicipal firenen
shall be used as follows: (i) to reduce the unfunded liability
or, after such liability has been funded, (ii) to apply against
t he annual obligation of the municipality for future service and
disability reserve costs, and (iii) to reduce nenber
contributions. It shall be the duty of the governing body to
apply such paynents in accordance with the provisions of this
act .

The paynents made by the State Treasurer to the treasurer of
the municipality fromthe noneys received fromtaxes paid upon
prem uns by foreign casualty insurance conpani es for purposes of
pension, retirement or disability benefits for nunicipal
policenmen shall be used as follows: (i) to reduce the unfunded
l[iability or, after such liability has been funded, (ii) to
apply agai nst the annual obligation of the municipality for
future service and disability reserve costs, and (iii) to reduce
menber contributions. It shall be the duty of the governing body
to apply such paynents in accordance with the provisions of this
act .

The cost of making the valuations required by this section
and in the transfer of any existing pension system of any
muni ci pality, shall be part of the costs of adm nistration of
this act.

Section 406. Wthdrawal; Return to Service; Death in
Service.--(a) Should a contributor, before reaching

superannuation retirenent age, for any reason termnate his
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enpl oyment with the municipality, he shall receive a refund of
his contributions in full, either with or without interest and

excess interest earned as specified in the contract, unless he

may be entitled to a retirenent allowance for early retirenent,
and elects to take such retirenent allowance. Should such fornmer
contributor thereafter return to the service of the sane
muni ci pality and restore to the fund in such manner as nmay be
agreed upon by such person and the board, his w thdrawn
contributions as they were at the tine of his separation from
service, his annuity rights as they existed at the tinme of
separation fromservice, shall be restored and his obligations
as a nenber shall begin again. The rate of contribution of such
returni ng menber shall be the sanme as it was at the tinme he
separated from servi ce.

(b) Should a contributor, having attained or passed
superannuati on age, elect, upon |eaving the service of the
menber nunicipality, not to claimthe retirenent allowance to
which he is entitled, he shall, upon witten application, be
paid by the board the full amount of his contributions standing
to his credit in the nmenber's account, either with or wthout

interest earned and the anpbunt in his excess investnment account

as stipulated in the contract.

(c) Should a person who has been retired on a retirenent
al |l omance under this act, return to enploynent on a regul ar
full-time basis in the same nunicipality, his retirenent
al l omance shall cease, [and all his rights as they existed at
the tinme of retirenment shall be restored, and such person may by

further service and further payroll deductions add to such

rights on account of future retirenent.] and in the case of an

annuity, other than a disability annuity, the present val ue of
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such annuity shall be frozen as of the date of such annuity

ceases. Upon subsequent di sconti nuance of service, such nenber,

other than a forner disability annuitant, shall be entitled to

an annuity which is actuarially equivalent to the sumof the

present value of the annuity previously being paid and the

present value of the annuity earned by further service and

further deductions added upon reenploynent. For the purposes of

this section if a person is reenployed on a tenporary or
seasonal basis and his gross post-retirenment earnings from such
reenpl oynent during the cal endar year are |less than [two

t housand one hundred dollars ($2,100)] two thousand five hundred

twenty dollars ($2,520) or such other maxi mum as the board nay

establish, he shall not be deened reenployed, but if and when
his gross post-retirenment earnings exceed [two thousand one

hundred dollars ($2,100)] two thousand five hundred twenty

dollars ($2,520) or such other nmaxi mum as the board may

establish in any cal endar year he shall not be entitled to
receive his retirenent allowance for that nonth or any
subsequent nmonth in the cal endar year in which he continues in
service. The municipality is required to notify the board
i mredi ately of the reenploynent status of any retired forner
enpl oye and file separate nonthly reports of his gross earnings
as prescribed by the board.

(d) Should a contributor die while in service, any death or
survivor benefits for which he may be eligi ble under the
provi sions of the contract shall be paid in accordance with the
ternms of the contract.

(e) Should a contributor die while in service, and before
becom ng eligible for any other benefits contained in the

contract, the full anmpbunt of his contributions, either with or

19790H0373B1069 - 60 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

wi thout interest and excess interest earned as stipulated in the

contract, shall be paid to his estate, or to such person, if
living, as he shall have designated in witing, filed with the
board as his beneficiary. In case any contributor has failed to
designate a beneficiary, or if the named beneficiary has
predeceased the nenber and no such successor beneficiary has
been naned, and upon the death in service shall have | ess than
one hundred dollars ($100) in accunul ated deductions standing to
his credit, the board nmay, if letters testanmentary or of
adm ni strati on have not been taken out on his estate within six
nmont hs after death, pay such accunul at ed deductions on the claim
of the undertaker, or to any person or rmunicipality which shal
have paid the claimof the undertaker.

Section 408. Early Retirenent.--Should a nmenber be
di sconti nued from service not voluntarily, after having
conpl eted a required nunber of years of total service, or
voluntarily after having conpleted a required nunber of years of
total service, but in either event before reaching
superannuation retirenent age, he shall be paid, as he may
el ect, as follows:

(1) The full amount of the accumnul ated deducti ons standi ng
to his credit in the nenber's account of the fund, plus the

bal ance in the nenber's excess investnent account; or

(2) The early retirenment allowance, if any, specified in the
contract.

Section 411. Disability Retirement.--(a) After a nenber has
had the required nunber of years of total service as stated in
the contract, he may, upon application or on the application of
one acting in his behalf, or upon application of a head of the

departnment of the municipality by which he is enpl oyed, be
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retired by the board on a disability allowance if he is under
superannuation retirenent age, and on a superannuati on
retirement allowance if he has attained or passed such age, if

t he physician designated by the board, after nedical exam nation
of the menber nade at the place of residence of the nenber or at
a place nmutually agreed upon, shall certify to the board that
the nenber is unable to engage in any gai nful enpl oynent and
that said nenber ought to be retired. Wiere the disability of a
menber is determned to be service-connected, as defined in this
act, no m ninum period of service shall be required for
eligibility. Requirements for filing applications shall be
identical to those outlined in clause (1) of section 407.

(b) On retirenent for disability a nenber shall receive a
retirement allowance which shall consist of an anmobunt conputed
in accordance with the formula specified in the contract.

(c) Once every year the board nay require any disability
annuitant, while still under superannuation retirenment age, to
under go nedi cal exam nation by a physician designated by the
board. Such exam nation shall be nade at the place of residence
of the beneficiary or other place nutually agreed upon. Should
t he physician report and certify to the board that such
disability beneficiary is no I onger physically or nentally
i ncapacitated for the performance of duty and is able to engage
in a gainful occupation, then his disability retirenent
al |l omance shall be discontinued, and in |ieu thereof an early
involuntary retirenent allowance shall at that tine be granted
as if such person had been retired not voluntarily, if such a
provision is included in the contract and if such person shal
have had the required nunber of years of total service as stated

in the contract.
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(d) Should a disability annuitant, while under
superannuation retirenent age, refuse to submt to at |east one
medi cal exam nation in any year by a physician designated by the
board, his disability retirement allowance shall be disconti nued
until the w thdrawal of such refusal, and should such refusa
continue for one year, then all his right in and to any
disability retirenment all owance or for early involuntary
retirement allowance provided for by this act, shall be
forfeited.

(e) Any contributor entitled to retire for disability may,
inlieu of such retirenent, if he has a required nunber of years
of total service, elect to retire not voluntarily under the
provisions of this act if such provisions are included in the
contract.

(f) Should a disability annuitant die before the total
disability retirement all owance received shall be at |east equal
to the anount of the credit in his nmenber's account plus the

bal ance in the nenber's excess investnent account at the tine of

disability retirement, then the board shall pay to the naned
beneficiary, if living, or if the beneficiary predeceased the
annuitant, or no beneficiary was named, then to the annuitant's
estate, an anount equal to the difference between such total
retirement allowance received and the annuitant's accunul at ed

deducti ons plus excess interest, and if such difference is |ess

t han one hundred dollars ($100) and no letters have been taken
out on the estate within six nonths after death, then such
difference may be paid to the undertaker or to any person or
muni ci pal ity who or which shall have paid the claimof the
undertaker. |If the contract between the nunicipality and the

board provides that upon the death of a disability annuitant
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paynents in a specific amount shall be continued to certain
beneficiaries, then the provisions of subsection (f) shall not
apply and paynents shall be made in accordance with the terns of
t he contract.

Section 412. Wthdrawal Provisions.--A nmunicipality which
has joined the retirenment systemcreated or continued under this
Article IV may, for good and stated cause, file an application
with the board for permssion to withdraw fromthe systemif it
neets all of the follow ng requirenents:

(1) The nunicipality has been enrolled in the systemfor a
period of at |east five years.

(2) The nmunicipality has nmet all of its financial
obligations to the system

(3) The legislative body of the municipality has passed an
ordi nance or resolution signifying its intention to w thdraw
fromthe system

(4) The nunicipality has certified to the board that an
affirmative vote approving withdrawal fromthe system had been
obtained fromat |east seventy-five per cent of all of the
muni ci pal enpl oyes affected by the ordi nance or resol ution.

The board shall within ninety days of its receipt, take
action on an application filed by a nunicipality for perm ssion
to wwthdraw fromthe system If the application is approved the
wi t hdrawi ng municipality shall be entitled to receive a net
refund of the amobunts then standing to the credit of the

muni cipality in the nenber's account, the nenber's excess

i nterest account, the nunicipal account and the retired nenber's

reserve accounts of the system In no event shall the total
anount of the net refund to the nunicipality exceed the pro rata

interest of the withdrawing nmunicipality in the net assets of
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the entire fund based on the market value of the investnents of
the fund as of the date of receipt of the application for
perm ssion to withdraw. The liability for the continuation of
retirement or disability allowances being paid fromthe fund
shall attach against the withdrawi ng nmunicipality and be paid
fromfunds transferred to a retirenent system established
subsequent to its withdrawal fromthe systemor from noneys
appropriated annually fromtax revenues sufficient to pay the
same. |f the board di sapproves the application of the
muni ci pality for permssion to withdraw fromthe systemthe
board shall promptly notify the nmunicipality of its decision and
advise the municipality of the board' s reason or reasons for
di sapproval . The board shall establish rules and regulations, in
accordance with the provisions of clause (10) of section 104 of
this act, governing the details of the procedures to be foll owed
in the withdrawal of nmunicipalities fromthe system

Section 413. Procedures for Amending Contracts. --Any
muni ci pal ity which has joined the system under the provisions of
this Article IV may, with the approval of the board, anend the
contract with the board to increase any of the benefits
enunerated in Article IV to its nenbers. The board shall not
enter into any anended contract with any nunicipality which
decreases benefits, nor shall it enter into any anended contract
with a rmunicipality which provides for benefits in excess of or
m ni mum nmenber's contribution rates |ess than those available to
it under any other existing |law pertaining to the establishnment
of retirement systens for that class of nmunicipality except to

the extent that excess investnent earnings are all ocated by the

board to provide for additi onal pension benefits or menbers

accruals as otherwise provided in this | aw. Before the board
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approves any such anmended contract it shall first determ ne,
through its actuary, that the plan outlined is actuarially
sound. Any nenber rmunicipality which elects to enter into an
amended contract for increased benefits which would result in an
increase in its enployes contribution rates shall first obtain
the witten consent of at |east seventy-five per cent of its

t hen menber enpl oyes. Additional costs for increases in benefits

shall becone the responsibility of the nunicipality and/or the
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menber as specified in the contract.
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Section 13- 12. This act shall take effect in 60 days.
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