PRINTER S N0 3181

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2304 =%

| NTRODUCED BY TRELLO, | RVIS, MOWERY, FRYER, VAN HORNE, FEE,
BATTI STO, HALUSKA, COLAFELLA AND A. C. FOSTER, JR., MARCH 19,
1986

REFERRED TO COVWM TTEE ON FI NANCE, MARCH 19, 1986

AN ACT

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

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

4 enpl oyes, firenen and police of political subdivisions and

5 muni ci pal authorities and of institutions supported and

6 mai nt ai ned by political subdivisions and mnunici pal gover nnment
7 associ ations and providing for the adm nistration of the same
8 by a board conposed of the State Treasurer and others

9 appoi nted by the Governor; inposing certain duties on the

10 Pennsyl vani a Muni ci pal Retirenment Board and the actuary

11 t hereof ; providing the procedure whereby political

12 subdi vi si ons and nuni ci pal authorities may join such system
13 and inposing certain liabilities and obligations on such

14 political subdivisions and nunicipal authorities in

15 connection therewith, and as to certain existing retirenent
16 and pension systens, and upon officers, enployes, firenen and
17 police of such political subdivisions, institutions supported
18 and mai ntai ned by political subdivisions, and upon mnuni ci pal
19 authorities; providing for the continuation of certain
20 muni ci pal retirenment systens now adm ni stered by the

21 Commonweal t h; providing certain exenptions fromtaxation
22 execution, attachnment, |evy and sale and providing for the
23 repeal of certain related acts,” further providing for the
24 definitions of "actuarially sound” and "actuary,"” annual
25 estimates to municipalities, existing |ocal systens, the
26 source of nunicipal funds, determ nation of rmunici pal

27 l[iability, withdrawal fromthe system contributions by

28 menbers and contracts for optional retirenment plans.

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

30 hereby enacts as follows:



Section 1. The definitions of "actuarially sound"” and
"actuary" in section 102 of the act of February 1, 1974 (P.L. 34,
No. 15), known as the Pennsyl vania Minici pal Retirenent Law,

anmended May 17, 1980 (P.L.135, No.50), are anmended to read:

* * %

1

2

3

4

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

6

7 "Actuarially sound® nmeans a plan [which is being operated

8 under supervision of an actuary and] which is being funded

9 annually at a level not |ower than the [normal cost of the plan
10 plus a contribution towards the unfunded accrued liability

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

15 period of thirty years fromthe effective date of the increase.
16 |If deened advisable by the actuary, the initial liability and

17 any increase thereof, nmay be conbined and anorti zed over a

18 period of years, not to exceed thirty.] financial requirenents

19 of the pension plan pursuant to the act of Decenber 18, 1984

20 (P.L.1005, No.205), known as the "Minicipal Pension Pl an Fundi ng

21 Standard and Recovery Act."

22 "Actuary" neans[: (i) a nmenber of the American Acadeny of

23 Actuaries, or (ii) an individual who has denonstrated to the

24 satisfaction of the Insurance Conm ssioner of Pennsylvani a that
25 he had the educational background necessary for the practice of
26 actuarial science and has had at |east seven years of actuari al
27 experience, or (iii) afirm partnership or corporation of which
28 one or nore nenbers neets the requirenments of subclauses (i) or

29 (ii) above.] a person who has net the requirenents of the

30 definition of "approved actuary" set forth in section 102 of the
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act of Decenber 18, 1984 (P.L. 1005, No.?205), known as the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act.'

* * %

Section 2. Section 111 of the act is anended to read:

Section 111. Municipal Guarantee.--The regular interest
charges payabl e and the creation and mai nt enance of the
necessary reserves for the paynent of the nunicipal and nenber's
annuities, as to any nunicipality in accordance with this act,
are hereby made the obligation of that rnunicipality.

In the case of the failure of a municipality to nake paynents
as required by this act, the Cormonweal th shall wi thhold paynent

to the municipality of any [funds] general nunicipal pension

system State aid pursuant to Chapter 4 of the act of Decenber

18, 1984 (P.L.1005, No.205), known as the "Minici pal Pensi on

Pl an Fundi ng Standard and Recovery Act," to which the

muni ci pality may be entitled [for pension purposes]. The board
may recover any suns due to the fund by suit at |aw, or other
appropri ate renedy.

Section 3. Section 112 of the act, anended Decenber 18, 1985
(P.L.338, No.94), is anended to read:

Section 112. Annual Estinmates to Municipalities;
Adm ni strative Expenses.--The board shall prepare and submt to
each nmunicipality, on or before the [first day of the third
nmont h precedi ng the conmenci ng of each municipality's fiscal

year] |ast business day in Septenber, annually, an item zed

estimate of the amounts necessary to be appropriated by the

muni cipality to conplete the paynents of the obligations of the

muni cipality to the fund during its next fiscal year pursuant to

the applicable m ni num fundi ng provi sions of the act of Decenber

18, 1984 (P.L.1005, No.205), known as the "Minici pal Pensi on
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Pl an Fundi ng St andard and Recovery Act," and consistent with any

nore stringent fundi ng requirenents of any agreenent between the

muni ci pality and the system

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 fromreceipts 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 1986 and 1987, the anount received from such assessnents,
when i nposed at the maxinumrate, is not sufficient to cover the
adm ni strative expenses, then the bal ance of such expenses shal
be paid frominterest earnings on the fund in excess of the
regular interest credited to the nunicipal, nenber's and retired
menbers' reserve accounts and shall not, in any year, exceed
si x-tenths of one per cent of the total asset value of the fund
as of the beginning of the cal endar year. The adm nistration of
t he Pennsyl vania Muni ci pal Retirenment System shall be audited
annually and a report of this audit shall be nade annually to
t he General Assenbly.

The secretary of the board shall submt a proposed budget for
the follow ng fiscal year to the Senate and House Local
Government Committees no | ater than Novenber 1 of the year
precedi ng that for which the budget is being prepared. The
respective commttees shall neet and review such budget
docunent. If the commttees take no action within sixty days of
said Novenber 1, the budget for the follow ng cal endar year
shall be deened approved.

Section 4. Section 113 of the act, anmended May 17, 1980
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(P.L.135, No.50), is anended 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 unfunded accrued liability [for prior

service] within a period not to exceed [thirty years.] the

applicable anorti zati on peri od pursuant to the act of Decenber

18, 1984 (P.L.1005, No.205), known as the "Minici pal Pensi on

Pl an Fundi ng St andard and Recovery Act."

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 sanme[.] pursuant to the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act." In

cases where [workers] active enployes covered by an existing

retirement or pension systemelect to join the systemcreated by
this act, the election to join shall be deened to have been nade
at the time the nunicipality elected to join the system and the
l[iabilities of the nmunicipality shall be fixed accordingly.

Not wi t hst andi ng any ot her provision herein, the board may, in
its discretion, entertain a request froma nunicipality to join
the system established by this act for those enpl oyes who are
excl uded from | ocal pension plan coverage by virtue of the
col | ective bargaining process or otherwi se. The request to join
the system nust be acconpani ed by an affirmative 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
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accordance with the provisions of this article or to 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 5. Section 116 of the act is anended to read:
Section 116. Source of Municipal Funds.--The anobunts to be
pai d by runicipalities under the provisions of this act shall be

pai d out of noneys raised annually by general taxation, or in
the case of townships of the second class, out of taxes |evied
for road, bridge and general township purposes and out of noneys
received fromthe State [which are designated for pension

pur poses.] as _general nunicipal pension system State aid

pursuant to the act of Decenber 18, 1984 (P.L. 1005, No. 205),

known as the "Muinici pal Pensi on Pl an Fundi ng St andard and

Recovery Act."

Section 6. Sections 203, 205, 206, 214, 303, 306, 307, 316,
402, 403 and 404 of the act, anended May 17, 1980 (P.L.135,
No. 50), are anended to read:

Section 203. Existing Local Retirenment Systens and
Compul sory and Optional Menbership.--Were 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 systemestablished by this
act, unless at the tine the nmunicipality elects to join the
system the nmenbers 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

19860H2304B3181 - 7 -



© 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

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
if the nunicipality pays annually into the retirenent system
anounts sufficient to conpletely liquidate the nunicipality's

unfunded accrued liability [for prior service] within a period

not to exceed [thirty years.] the applicable anortization period

pursuant to the act of Decenber 18, 1984 (P.L. 1005, No. 205),

known as the "Muinici pal Pensi on Pl an Fundi ng St andard and

Recovery Act."

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
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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[.] pursuant to the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act." In

cases where [workers] active enployes covered by an existing
retirement or pension systemelect to join the systemcreated by
this act, the election to join shall be deened to have been nade
at the time the nunicipality elected to join the system and the
liabilities of the nmunicipality 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 munici 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 retirement 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
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
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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 may, in
its discretion, entertain a request froma nunicipality to join
the system established by this act for those enpl oyes who are
excl uded from | ocal pension plan coverage by virtue of the
col | ective bargaining process or otherwi se. The request to join
the system nust be acconpani ed by an affirmative 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 nmunicipality. The
ot her requirenments of this section for joining this system shal
be observed.

Section 205. Determ nation of Minicipal Liability.--The
board shall as soon as may be, determ ne the [present val ue of

the] accrued liability and unfunded accrued liability of each

muni cipality [for the prior service credits to its original

menbers,] pursuant to Chapter 2 of the act of Decenber 18, 1984

(P.L.1005, No.205), known as the "Minicipal Pension Plan Fundi ng

St andard and Recovery Act," and shall establish an anount

payabl e annually over a period not exceeding [thirty years,] the

applicable anorti zati on peri od pursuant to cl ause (4) of

subsection (b) of section 202 of the "Minici pal Pensi on Pl an

Fundi ng St andard and Recovery Act,'

t hrough whi ch paynents [such

prior service] the unfunded accrued liability may be funded.

Each municipality shall have the option to spread the paynent of
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[such prior service] the unfunded accrued liability over such

period of years.

The nmuni ci pal accrued liability and unfunded accrued

liability shall be based upon credit for all years of prior
service toward the nunicipal annuity of each origi nal nenber,
subject to such of the followi ng options as the nmunicipality 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 board shall also determne, fromtinme to time, the norma

cost anount pursuant to Chapter 2 of the "Minicipal Pension Plan

Fundi ng and Recovery Act,"” which shall be contributed annually

by each nmunicipality for service credits of original and new
menbers subsequent to the time the municipality joined the
system and the additional anount which shall be contri buted
annual ly by each municipality toward a reserve account for

di sability all owances payable to original or new nenbers, in
order that all future service liability nmay be fully funded on
an actuarial basis.

The amounts so determ ned by the board may be expressed in a
percentage of the payroll of the municipality 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 Enploynent.--[Each] Except to the extent that

subsection (c) of section 607 of the act of Decenber 18, 1984

(P.L.1005, No.205), known as the "Minicipal Pension Plan Fundi ng

St andard and Recovery Act," applies, each nmenber of the system

shall be required to contribute to the fund three per cent of
that portion of their actual salary or conpensation, including
fees where paid in part on a fee basis, on which social security
benefits are payable, and six per cent of any salary,
conpensation or fees in excess of the amount on which soci al
security benefits are payable. However, in the event of a
contri butor who becane a nenber prior to January 1, 1979, the
required rate of contribution shall be the lesser of the rate
herein provided and the rate applicable to said nmenber upon his
entry into the system

In order to increase his nmenber's annuity, each nenber shal
al so have the option to make 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 deduction of the nmenber by at |east one-third. Wen
a menber elects to contribute on account of all of his unpaid
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
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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
retirenment allowance.

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
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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 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[.] pursuant to the act of Decenber 18, 1984 (P.L. 1005,

No. 205), known as the "Mini ci pal Pension Pl an Fundi ng Standard

and Recovery Act." If the board di sapproves the application of

the municipality 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 municipalities fromthe system

Section 303. Existing Local Retirenment Systens and
Conpul 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
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thereafter eligible to join such pension system shall not
become nenbers of the retirenment system established by this act,
unless at the tine the municipality elects to join the system

t he nenbers 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
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

unfunded accrued liability [for prior service] within a period

not to exceed [thirty years.] the applicable anortization period
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pursuant to the act of Decenber 18, 1984 (P.L. 1005, No. 205),

known as the "Minici pal Pensi on Pl an Fundi ng St andard and

Recovery Act."

No liability, on account of retirement 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 sanme[.] pursuant to the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act." In

cases where workers covered by an existing retirenent or pension
systemelect to join the systemcreated by this act, the

el ection to join shall be deened to have been nmade at the tine
the nmunicipality elected to join the system and the liabilities
of the municipality 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 nuni 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
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shall not be earned by the enploye for probationary tine served
prior to enrollment. Notw thstandi ng any ot her 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 coverage
by virtue of the collective bargaining process or otherw se. The
request to join the system nust be acconpanied by an affirmative
vote of no less than three-fourths of those enpl oyes not covered
by the | ocal pension 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 nmunicipality. The
ot her requirenments of this section for joining this system shal
be observed.

Section 306. Determ nation of Minicipal Liability.--The
board shall, as soon as may be, determ ne the [present val ue of

the] accrued liability and unfunded accrued liability of each

muni cipality [for the prior service credits to its original

menbers,] pursuant to Chapter 2 of the act of Decenber 18, 1984

(P.L.1005, No.205), known as the "Minicipal Pension Plan Fundi ng

St andard and Recovery Act," and shall establish an anount

payabl e annually over a period not exceeding [thirty years,] the

applicabl e anorti zati on peri od pursuant to the "Mini ci pal

Pensi on Pl an Fundi ng Standard and Recovery Act," through which

paynents [such prior service] the unfunded accrued liability may

be funded. Each nunicipality shall have the option to spread the

paynment of [such prior service] the unfunded accrued liability

over such period of years.

The nmuni ci pal accrued liability and unfunded accrued
liability shall be based upon credit for all years of prior

service toward the nunicipal annuity of each origi nal nenber.
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The board shall also determne, fromtine to tine, the norna

cost anount pursuant to Chapter 2 of the "Minicipal Pension Plan

Fundi ng St andard and Recovery Act," which shall be contri buted

annual |y by each municipality, for service credits of original
and new nmenbers subsequent to the tine the municipality joined
the system and the additional anobunt which shall be contributed
annual ly by each municipality toward a reserve account for
di sability all owances payable to original and new nenbers, in
order that all future service liability nmay be fully funded on
an actuarial basis.

The amounts so determ ned by the board may be expressed in a
per cent age of payroll of the nunicipality covering its
contri buting nmenbers.

The paynents of general nunicipal pension system State aid

made by the State Treasurer to the treasurer of the nmunicipality
[from noneys received fromtaxes paid upon prem uns by foreign
fire insurance conpanies for purposes of pension, retirement or
di sability benefits for municipal firenen shall be used as
follows: (i) to reduce the unfunded liability or, after such
liability has been funded, (ii) to apply against 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 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
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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.] pursuant to Chapter 4 of the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act," and

all ocated to the police pension plan or to the paid firefighters

pensi on pl an by the governi ng body of the nunicipality shall be

used only for authorized expendi tures pursuant to subsecti on (q)

of section 402 of the "Minicipal Pension Plan Fundi ng Standard

and Recovery 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] Except to the extent that subsection (c) of

section 607 of the act of Decenber 18, 1984 (P.L.1005, No.?205),

known as the "Muinici pal Pensi on Pl an Fundi ng St andard and

Recovery Act," applies, each single coverage nenber of the

system created under this Article Ill, shall be required to
contribute 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 described above for a single
coverage nmenber, except that the anount of such deductions from
sal ary 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
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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 316. Wthdrawal Provisions.--A nmunicipality which
has joined the retirenment systemcreated or continued under this
Article I'll 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 ci pality 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 anount of

the net refund to the nmunicipality exceed the pro rata interest
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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 same[.] pursuant to the

act of Decenber 18, 1984 (P.L. 1005, No.?205), known as the

"Muni ci pal Pensi on Pl an Fundi ng Standard and Recovery Act." |If

t he board di sapproves the application of the nunicipality for
perm ssion to withdraw fromthe systemthe board shall pronptly
notify the nmunicipality of its decision and advise the
muni ci pality of the board' s reason or reasons for disapproval.
The board shall establish rules and regul ations, in accordance
with the provisions of clause (10) of section 104 of this act,
governing the details of the procedures to be followed in the
wi t hdrawal of rmunicipalities fromthe system

Section 402. Existing Local Retirement Systens and
Compul sory and Optional Menbership.--Were 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 systemestablished by this
act, unless at the tine the nmunicipality elects to join the
system the nmenbers 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
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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
if the nunicipality pays annually into the retirenent system
anounts sufficient to conpletely liquidate the nunicipality's

unfunded accrued liability [for prior service] within a period

not to exceed [thirty years.] the applicable anortization period

pursuant to the act of Decenber 18, 1984 (P.L. 1005, No. 205),

known as the "Muinici pal Pensi on Pl an Fundi ng St andard and

Recovery Act."

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
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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[.] pursuant to the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act." In

cases where [workers] active enployes covered by an existing

retirement or pension systemelect to join the systemcreated by
this act, the election to join shall be deened to have been nade
at the time the nunicipality elected to join the system and the
liabilities of the nmunicipality 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 resol ution 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 nuni ci pal
enpl oyes, nunicipal firemen and nmunicipal 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
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 becone a nenber 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.
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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 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 ot her provision herein,
the board may, in its discretion, entertain a request froma
muni cipality to join the systemestablished by this act for
t hose enpl oyes who are excluded from |l ocal pension plan coverage
by virtue of the collective bargaining process or otherw se. The
request to join the system nust be acconpanied by an affirmative
vote of no less than three-fourths of those enpl oyes not covered
by the | ocal pension 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 nmunicipality. The
other requirenments of this section for joining this system shal
be observed.

Section 403. Contract Provisions.--Any contract for an
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optional retirenment 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 to provide for additional pension benefits or nenber
accrual s 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 nmenber
shall becone eligible for a full normal retirenent allowance in
accordance with the fornula specified in the contract.

(2) Length of service requirenents 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 ning superannuati on age.

(3) Provisions for the refunding of accumnul ated deducti ons
pl us excess interest to enpl oyes 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 contributions.

(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
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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
retirement allowances available 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 which shall be consi stent

wi th subsection (c) of section 607 of the act of Decenber 18,

1984 (P.L.1005, No.205), known as the "Minici pal Pension Pl an

Fundi ng St andard and Recovery Act," if applicable.

(11) The manner in which the rates of contribution fromthe

muni ci palities shall be determined[.], which shall be consi stent

with the "Minici pal Pensi on Pl an Fundi ng St andard and Recovery

(12) The manner in which costs for the purchase of credit

for prior service for which the nmunicipality is willing to
assunme liability shall be determ ned, with respect to both the
muni ci pality'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.

(14) Any other information which m ght have a bearing on the
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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
board shall, as soon as may be, determ ne the [present val ue of

the] accrued liability and unfunded accrued liability of each

muni cipality [for any prior service credits it has elected to

extend to its original nenbers,] pursuant to Chapter 2 of the

act of Decenber 18, 1984 (P.L. 1005, No.?205), known as the

"Muni ci pal Pensi on Pl an Fundi ng St andard and Recovery Act," and

shal | establish an anmount payabl e annually over a period not

exceeding [thirty years,] the applicable anortization period

pursuant to the "Minici pal Pension Plan Fundi ng Standard and

Recovery Act," through which paynents [such prior service] the

unfunded accrued liability nmay be funded. Each nunicipality

shall have the option to spread the paynent of [such prior

service] the unfunded accrued liability over such period of

years.

The nmuni ci pal accrued liability and unfunded accrued

l[iability shall be based upon credit for those years of prior
service toward the nunicipal annuity of each original nenber,
for which the municipality has agreed to pay, plus any liability
for paynment of the nenber's contributions for the prior service
or any portion thereof of each original nenber which the
muni ci pality has agreed to pay.

The board shall also determne, fromtinme to time, the norma

cost anount pursuant to Chapter 2 of the "Minicipal Pension Plan

Fundi ng St andard and Recovery Act," which shall be contri buted

annual ly by each nmunicipality for service credits of original
and new nenbers subsequent to the tine the municipality joined

the system and the additional anount which shall be contributed

19860H2304B3181 - 27 -



© 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

annual ly by each municipality toward a reserve account for
di sability all owance payable to original and new nenbers, in
order that all future service liability nmay be fully funded on
an actuarial basis.

The amounts so determ ned by the board may be expressed in a
percentage of the payroll of the municipality covering its
contri buting nmenbers.

The paynents of general nunicipal pension system State aid

made by the State Treasurer to the treasurer of the nmunicipality
[from noneys received fromtaxes paid upon prem uns by foreign
fire insurance conpanies for purposes of pension, retirement or
di sability benefits for municipal firenen shall be used as
follows: (i) to reduce the unfunded liability or, after such
liability has been funded, (ii) to apply against the annual
obligation of the municipality for future service and disability
reserve costs, and (iii) to reduce nmenber 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 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, 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.] pursuant to Chapter 4 of the "Minicipal Pension Plan

Fundi ng St andard and Recovery Act," and all ocated to the police
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pensi on plan or to the paid firefi ghters pension plan by the

governi ng body of the nunicipality shall be used only for

aut hori zed expendi tures pursuant to subsection (g) of section

402 of the "Minici pal Pension Plan Fundi ng Standard and Recovery

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 7. Section 405 of the act is anmended to read:

Section 405. Contributions by Menbers; Consolidation of

Credits; Change of Enploynent.--[Each] Except to the extent that

subsection (c) of section 607 of the act of Decenber 18, 1984

(P.L.1005, No.205), known as the "Minicipal Pension Plan Fundi ng

St andard and Recovery Act," applies, each nmenber of the system

shall 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 specified in the contract, which
contributions shall be paid into the fund by the nunicipality

t hrough payroll deductions in such manner and at such tine as
the board nmay by rule and regul ati on det erm ne.

If such provision is contained in the contract between the
muni ci pality and the board, each nenber may increase his
menber's annuity by electing to make such additional voluntary
contributions as prescribed therein.

Whien a nenber is enployed by nore than one municipality, he
shall be required to nake contributions on account of his salary
pai d by each municipality. In such cases the board shall provide
for the consolidation of credits of the contributor, and upon

his retirenment, for a consolidated retirenent all owance.
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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 any unpaid
muni cipal liability for prior service shall be prorated by the
board between the nunicipalities on an equitabl e basis.

Section 8. Section 412 of the act, anmended May 17, 1980
(P.L.135, No.50), is anended to read:

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
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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[.] pursuant to the act of Decenber 18, 1984 (P.L. 1005,

No. 205), known as the "Mini ci pal Pension Pl an Fundi ng Standard

and Recovery Act." If the board di sapproves the application of

the municipality 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 regul ations, 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 9. This act shall take effect imediately.
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