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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 718 5

| NTRODUCED BY STUBAN, GAMBLE, LESCOVI TZ, FOSTER AND NAHI LL,
MARCH 13, 1989

REFERRED TO COWM TTEE ON LOCAL GOVERNMENT, MARCH 13, 1989

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, firenmen 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,” redefining the terns
24 “muni ci pal enploye"” and "retired nmenber's reserve account”;
25 further providing for qualifications for disability; further
26 providing for purchase of mlitary time; changi ng provisions
27 relating to payout of contributions and excess investnent
28 noneys; and maki ng techni cal changes.
29 The General Assenbly of the Conmonweal th of Pennsyl vani a

30 hereby enacts as follows:



Section 1. The definitions of "nunicipal enploye" and
"retired nenber's reserve account” in section 102 of the act of
February 1, 1974 (P.L. 34, No.15), known as the Pennsyl vani a
Muni ci pal Retirenment Law, are anended to read:

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

* x *

“Muni ci pal enpl oye" means a person holding an office or
position, other than that of a nunicipal fireman or rmuni ci pal
pol i ceman, under a rmnunicipality or a municipal governnent
association and [paid on a regular salary or per diembasis] who

provi des regular serve in return for conpensati on. The term

shall not include officers and enployes paid wholly on a fee

basi s or i ndependent contractors.

* * %

"Retired nenber's reserve account” neans the account from
which all retirenment allowances shall be paid for superannuation
and total disability retirenent and voluntary and involuntary

[withdrawal s] retirenents

* * %

Section 2. Section 108 of the act is anended to read:
Section 108. Retirement Funds and Accounts.--(a) The
Pennsyl vani a Muni ci pal Retirenent Fund shall consist of the
nmoney received fromnunicipalities arising fromcontributions by
muni ci palities, and from payroll|l deductions fromsalary or
conpensati on of nenbers, and other contributions nade by nenbers
through the nmunicipality to the system fromtransfers made from
muni ci pal retirenent or pension systens and credited as provided
in this act, and investnment earnings thereon.

(b) Contributions made by nunicipalities toward

superannuation retirenent and death benefits of nenbers shall be
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credited to the nunicipal account of said fund, contributions
made by municipalities toward disability retirenment of nenbers
shall be credited to the total disability reserve account of
said fund, and payroll deductions and other contributions of
menbers shall be credited to the menber's account of said fund.
Transfers nade from existing municipal retirenment or pension
systens shall be credited as provided in this act.

(c) The board shall keep separate accounts of each
muni ci pality and for each separate class of enployes enrolled by
that municipality under the several articles of this act, except
the total disability reserve account and the retired nenber's
reserve account which shall be nmaintained as pool ed accounts.
Each municipality and the nenbers thereof shall be liable to the
board for the amobunt of contributions required to cover the cost
of the retirenment allowance and ot her benefits payable to such
menbers.

(d) Upon the granting of a superannuation or voluntary or
involuntary [withdrawal] retirenent allowance to any
contributor, the anobunt of such contributor's accunul ated
deductions in the nenber's account shall |lose their status as
accunul at ed deductions and shall be transferred to the retired
menber's reserve account and the actuarial equival ent of the
muni ci pal annuity shall be simlarly transferred fromthe
muni ci pal account to the retired nenber's reserve account.

(e) Upon the granting of a disability retirenment all owance
to any contributor, there shall be transferred to the retired
menber's reserve account the anount of the contributor's
accunul at ed deductions in the nenber's account, the anount of
t he equi val ent actuarial value to the municipal annuity, and

such additional anpbunt fromthe total disability reserve account
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1 as is needed in addition thereto to provide the actuari al

2 equivalent of the total disability allowance to which the

3 contributor is entitled.

4 Section 3. Sections 110, 203 and 207 (a) and (d) of the act,
5 anmended May 17, 1980 (P.L. 135, No.50), are anended to read:

6 Section 110. Managenent and I nvestnent of Fund; | nterest

7 Credits.--(a) The nmenbers of the board shall be trustees of the
8 fund, and shall have the exclusive nmanagenent of said fund, with
9 full power to invest the noneys therein, subject to the terns,
10 conditions, limtations and restrictions inposed by |aw upon

11 fiduciaries. The said trustees shall have power to hold,

12 purchase, sell, assign, transfer and di spose of any securities
13 and investnments in said fund, as well as the proceeds of such

14 investnents, and of the noney bel onging to such fund.

15 (b) The board shall annually allow regular interest to the
16 credit on each contributor's account, nunicipal account[,] and
17 the retired nmenbers reserve account [and the total disability

18 reserve account]. In addition, the board shall, after paying

19 expenses, annually allow such excess interest as each
20 nmunicipality deens appropriate to the credit of the nunici pal
21 accounts, nenber's accounts, the nenber's excess investnent
22 accounts[,] and retired nenbers reserve accounts [and total
23 disability reserve accounts].
24 Section 203. Existing Local Retirenment Systens and
25 Compul sory and Optional Menbership.--(a) Wiere a nunicipality
26 elects to join the systemestablished by this act, and is then
27 maintaining a retirement or pension system or systens covering
28 its enployes in whole or in part, those enployes so covered, and
29 enployes thereafter eligible to join such pension system shal

30 not becone nenbers of the retirenent system established by this
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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
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.

(b) No liability, on account of retirement allowances or

pensi ons being paid fromany retirenment or pension fund of the
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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.

(c) If anmunicipality 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 policeman, enpl oyed on a
[ permanent] full-tinme basis, except one who is not eligible for
Federal Social 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 nenber of the
system Each municipality shall determ ne whether nenbership in
said systemfor elected officials and enployes hired on a

tenporary, part-tinme or seasonal basis shall be conpul sory,

optional or prohibited. Where nenbership may be optional with an

el ected officer or an enploye hired on a tenporary, part-tinme or

seasonal basis, an election to join the system nust be made

wi thin one year after the nunicipality elected to join the

tine or seasonal enploye first entered the service of the
muni ci pality. Oficers and enpl oyes paid only on a fee basis and

i ndependent contractors shall not be eligible to join the
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system

(d) When a nunicipality has established a policy of placing
new enpl oyes on a probationary status it may elect to refrain
fromenrolling 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.

(e) Notw thstandi 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 excluded from |l ocal pension plan coverage by virtue of
the coll ective bargai ning process or otherw 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 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 nmunicipality. The
other requirenments of this section for joining this system shal
be observed.

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 and the bal ance in the nenber's excess

i nvest ment _account, unless he is entitled to vesting rights or

to a retirenment allowance for retirenent not voluntarily, and
el ects to exercise such vesting rights or take such retirenent

al | owance. Shoul d such former contributor thereafter return to
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the service of the sane nmunicipality 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 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.

* %

(d) Should a contributor die while in service, prior to
becom ng eligible for a retirenent all owance, his accunul at ed

deducti ons and the bal ance in his excess investnment account

shall be paid to his estate, or to such person, if living, as he
shall have designated in witing, filed wwth the board as his
beneficiary. In case any contributor has failed to designate a
beneficiary, or if the naned beneficiary has predeceased the
menber and no such successor beneficiary has been naned, and
upon the death in service shall have | ess than one hundred
dol lars ($100) in accunul ated deductions standing to his credit,
the board may, if letters testanmentary or of adm nistration have
not been taken out on his estate within six nonths after death,
pay such accumnul at ed deductions on the claimof the undertaker,
or to any person or mnunicipality which shall have paid the claim
of the undertaker.

Section 4. Section 211 of the act, anmended June 10, 1982
(P.L.446, No.131), is anended to read:

Section 211. Options on Superannuation or Early
Retirement.--At the tine of his superannuation or early
retirement, a contributor may elect to receive his benefits in a

retirement allowance payabl e throughout his [ife, which shall be
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known as a single life annuity. In the event of the death of an
annui tant who has elected to receive the maxinumsingle life
annuity before he has received in annuity paynents the ful
anount of the total accumul ated deductions standing to his

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

excess i nvestment account on the effective date of retirenent,

t he bal ance shall be paid to his designated beneficiary, or
instead, he may el ect to receive the equivalent actuarial value
at that tinme of his retirenment allowance in a |esser allowance,
payabl e throughout life with provisions that:

(1) Option 1. |If he shall die before receiving in paynents
the present value of his retirenment allowance as it was at the
time of his retirenent, the balance, if less than five thousand
dol lars ($5,000), shall be paid in a lump sumto his | ega
representative, or to or in trust for his beneficiary. If the
bal ance is five thousand dollars ($5,000) or nore, the
beneficiary may el ect by application duly acknow edged and fil ed
with the board to receive paynent of such bal ance according to
any one of the followi ng provisions: (i) a |lunp sum paynent;
(ii) an annuity having a present val ue equal to the bal ance
payable; (iii) a lunmp sum paynent and an annuity. Such annuity
shall be of equival ent actuarial value to the bal ance payabl e
| ess the amount of the |lunp sum paynment specified by the
beneficiary.

(2) Option 2. Upon his death, his retirenent all owance
shall be continued throughout the |ife of and paid to his
survivor annuitant, if then |iving.

(3) Option 3. Upon his death, one-half of his retirenent
al | omance shall be continued throughout the Iife of and paid to

his survivor annuitant, if then living.
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Section 5. Sections 213, 305 and 308(a) and (d) of the act,
anmended May 17, 1980 (P.L.135, No.50), are anmended 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
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 termnation 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
fol | ows:

(1) The full amount of the accumul ated deducti ons],

including interest] standing to his credit in the nenber's

account and the bal ance in the nenber's excess interest account;

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 accumul ated deducti ons],

including interest] standing to his credit in the nenber's
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account and the bal ance in the nenber's excess interest account;

or

(2) If the contributor has conpleted twenty-four years or
nore of total service, a voluntary w thdrawal all owance conputed
in 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
beconmes eligible for a retirenent allowance, the full anount of
t he accunul at ed deductions plus the balance in the nenber's
excess investnment 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 207.

Section 305. Service Allowance; Change of Enpl oynent;
Mlitary Service.--(a) In conputing the Iength 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
system

(b) 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.

(c) The tine during which a nenber 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
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1 upon retirenment unless specially allowed by the nunicipality,

2 wth the approval of the board.

3 (d) When a contributor |eaves the enploy of a nmunicipality
4 which has joined the system and enters into the enploy of

5 another municipality which has also joined the system his

6 service credits shall renmain uninpaired, but in such cases the
7 wunpaid nunicipal liability for prior service shall be prorated
8 by the board between the municipalities on an equitable basis.
9 The basis will be determned, with the advice of the actuary,
10 according to the nunber of years of service performed by the
11 contributor for each municipality.

12 (e) Any nunicipal fireman or municipal policeman enpl oyed by
13 a municipality who has been a regularly appointed fireman or

14 policeman for a period of at |least six nmonths and is an active
15 nenber of the system and who thereafter, heretofore, or

16 hereafter, shall be inducted into the mlitary service of the
17 United States in tines of war, arnmed conflict, or National

18 energency, so proclainmed by the President of the United States,
19 shall have credited to his enploynent record, for pension or
20 retirenent benefits, all of the tinme spent by himin such
21 mlitary service during the continuance of such war, arned
22 conflict, or National energency if such person returns or has
23 heretofore returned to his enploynment within six nonths after
24 his separation fromthe service. The nunicipality shall, during
25 the period of the menber's intervening mlitary service,
26 continue to make current service contributions toward the
27 nmunicipal annuity of the nenber. An active nenber may file an
28 application with the board for perm ssion to purchase credit
29 toward his nenber's share of the annuity for intervening

30 mlitary service. These contributions shall be conputed by
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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
additional interest through salary deductions in anmounts agreed
upon by the nenber and the board.

(f) An active nmenber nmay al so purchase credit for other than
intervening mlitary service perfornmed for the United States in
times of war, armed conflict or National energency, 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
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|If 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
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of entry into the systemto his prior salary and nultiplying the
result by the nunber of years and fractional part of a year of
creditable nonintervening mlitary service, plus interest from
the later of the date of entry into the systemand the date of
the nenber's enpl oynent by the nmunicipality to the date of
purchase. The ampunt due fromthe nmenber shall be certified by
the board in accordance with nmethods 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. If, on the

ot her hand, the date of the nenber's separation frommlitary
service is later than the date of entry of the municipality into
the system then the credit purchased shall be considered as
current service credit. In this case the anmount due fromthe
menber shall be conputed by applying the nmenber's basic
contribution rate plus the nunicipality's normal contribution
rate for current service which was in effect on the date of the
menber's entry into enploynment with the nunicipality to his
average annual rate of conpensation over the first five years of
hi s subsequent enploynment and nmultiplying 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 nmunicipality to date of

pur chase.

(g) The anount due fromthe nenber 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.

(h) The rate of interest to be charged to nenbers on their
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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.

(i) A nenber 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.

(j) A nenber may not purchase credit for any mlitary
service for which he is entitled to receive [a retirenent

al l omance fromthe United States Governnent], eligible to

receive now or in the future, or is receiving retirenent

benefits for such service under a retirenent system adni ni stered

and wholly or partially paid for by any other governnental

agency, or private enpl oyer.

(k) Applications for perm ssion to purchase credit for
mlitary service nmust be acconpani ed by proof of the nature of
hi s di scharge or separation fromthe mlitary service.

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 accunul ated deducti ons standi ng

to his credit in the nmenber's account and the bal ance in the

menber's excess i nvestnent 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
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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.

* %

(d) Should a contributor die while in service, prior to
becom ng eligible for a retirenment all owance, his accunul at ed

deducti ons and the bal ance in his excess investnent account

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 naned beneficiary has predeceased the
menber and no successor beneficiary has been naned, and upon the
death in service shall have | ess than one hundred dollars ($100)
i n accunul at ed deductions standing to his credit, the board may,
if letters testanentary or of adm nistration have not been taken
out on his estate within six nonths after his death, pay such
accunul at ed deductions on the claimof the undertaker, or to
such person or nunicipality which shall have paid the claimof

t he undert aker.

Section 6. Section 312 of the act anended June 10, 1982
(P.L.446, No.131), is anended to read:

Section 312. Options on Superannuation or Early
Retirement.--At the tinme of his superannuation or early
retirement, a contributor may elect to receive his benefits in a
retirement allowance payabl e throughout his [ife, which shall be
known as a single life annuity. In the event of the death of an
annui tant who has elected to receive the maxinumsingle life

annuity before he has received in annuity paynents the ful
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anount of the total accumul ated deductions standing to his

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

excess i nterest account on the effective date of retirenent, the

bal ance shall be paid to his designated beneficiary, or instead,
he may elect, to receive the actuarial equivalent value at that
time of his retirenment allowance in a | esser allowance, payable
t hroughout life with provisions that:

(1) Option 1. |If he shall die before receiving in paynents
the present value of his retirenment allowance as it was at the
time of his retirenent, the balance, if less than five thousand
dol lars ($5,000) shall be paid in a lunmp sumto his |ega
representative, or to or in trust for his beneficiary. If the
bal ance is five thousand dollars ($5,000) or nore, the
beneficiary may el ect by application duly acknow edged and fil ed
with the board to receive paynent of such bal ance according to
any of the following provisions: (i) a lunp sum paynent, (ii) an
annuity having a present value equal to the bal ance payabl e,
(ti1) a lunmp sum paynent and an annuity. Such annuity shall be
of equival ent actuarial value to the bal ance payable | ess the
anount of the |unp sum paynent specified by the beneficiary.

(2) Option 2. Upon his death his retirenment all owance shal
be continued throughout the life of and paid to his survivor
annuitant, if then living.

(3) Option 3. Upon his death, one-half of his retirenent
al l omance shall be continued throughout the Iife of and paid to
his survivor annuitant, if then living.

Section 7. Sections 402 and 403 of the act, amended May 17,
1980 (P.L.135, No.50), are anended to read:

Section 402. Existing Local Retirenment Systens and

Conmpul sory and Optional Menbership.--(a) Were a nmunicipality
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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 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
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 system may, 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 deductions 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
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anounts sufficient to conpletely liquidate the nunicipality's
liability for prior service within a period not to exceed thirty
years.

(b) No liability, on account of retirement allowances or
pensi ons being paid fromany retirenent 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.

(c) If anmunicipality 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 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

(d) When a nunicipality elects to enroll its nunicipal

enpl oyes into the system then each officer other than el ected
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of ficers, and each munici pal enploye thereof, enployed on a

[ permanent] full-tinme basis, shall be required to becone a
menber of the system Each nunicipality shall determ ne whether
menbership in said systemfor elected officials and enpl oyes

hired on a tenporary, part-tine or seasonal basis shall be

conmpul sory, optional or prohibited. Were nmenbership may be
optional with an elected officer or an enploye hired on a

tenporary, part-tinme or seasonal basis, an election to join the

system nmust be made within one year after the nmunicipality
el ected to join the systemor within one year after the officer

or tenporary, part-tine or seasonal enploye first entered the

service of the nunicipality. Oficers and enpl oyes paid only on

a fee basis and i ndependent contractors shall not be eligible to

join the system

(e) Wien a nmunicipality elects to enroll its nunicipal
firemen or its nmunicipal police into the system then each
muni ci pal fireman or each municipal policeman, as defined in
section 102 of this act, shall be required to becone a nmenber of
the system

(f) Wien a nmunicipality has established a policy of placing
new enpl oyes on a probationary status it may elect to refrain
fromenrolling 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
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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.--(a) Any contract for an
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

(b) The contract shall specifically state the foll ow ng
terns and conditions:

(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 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 retirenment prior to
attai ning 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
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retirement benefit and whether or not the enploye shall be
entitled to interest earned on contri butions.

(4) Provisions relating to the qualifications, types and

anounts of disability retirenment 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 determn 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
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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
costs or benefits of the retirement plan which m ght be required
by the board in the adm nistration of the plan.

Section 8. Section 409 of the act, anended June 10, 1982
(P.L.446, No.131), is anended to read:

Section 409. Options on Superannuation or Early
Retirement.--At the tinme of his superannuation or early
retirement, a contributor may elect to receive his benefits in a
retirement allowance payabl e throughout his [ife, which shall be
known as a single life annuity. In the event of the death of an
annui tant who has elected to receive the maxinumsingle life
annuity before he has received in annuity paynents the ful
anount of the total accumul ated deductions standing to his

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

excess i nvestment account on the effective date of retirenent,

t he bal ance shall be paid to his designated beneficiary, or
instead, he may elect to receive the actuarial equival ent at
that time of his retirenment allowance in a | esser allowance,
payabl e throughout life with provisions that:

(1) Option 1. |If he shall die before receiving in paynents
the present value of his retirenment allowance as it was at the
time of his retirenent, the balance, if less than five thousand
dol lars ($5,000), shall be paid in a lump sumto his |ega
representative, or to or in trust for his beneficiary. If the
bal ance is five thousand dollars ($5,000) or nore, the
beneficiary may el ect by application duly acknow edged and fil ed
with the board to receive paynent of such bal ance according to

any one of the followi ng provisions: (i) a lunp sum paynent,
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(ii) an annuity having a present val ue equal to the bal ance
payable, (iii) a lunp sum paynent and an annuity. Such annuity
shall be of equival ent actuarial value to the bal ance payabl e
| ess the amount of the |lunp sum paynment specified by the
beneficiary.

(2) Option 2. Upon his death, his retirenent all owance
shall be continued throughout the |ife of and paid to his
survivor annuitant, if then |iving.

(3) Option 3. Upon his death, one-half of his retirenent
al |l omance shall be continued throughout the Iife of and paid to
his survivor annuitant, if then living.

(4) Option 4. Any other optional form of paynment contained
in the contract.

Section 9. Section 411(a) and (c) of the act, anmended May
17, 1980 (P.L.135, No.50), are anmended to read:

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
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 gainful enploynment] neets

the qualifications of the disability requirenents defined in the

disability of a nenber is determ ned to be service-connected, as
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defined in this act, no mnimum period of service shall be
required for eligibility. Requirenents for filing applications
shall be identical to those outlined in clause (1) of section
407.

(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
di sability beneficiary [is no |longer physically or nentally
i ncapacitated for the performance of duty and is able to engage

in a gainful occupation] no | onger neets the qualifications of

the disability reqguirenents defined in the contract, then his

disability retirement allowance shall be discontinued, and in
lieu thereof an early involuntary retirenent allowance shall at
that time be granted as if such person had been retired not
voluntarily, if such a provision is included in the contract and
i f such person shall have had the required nunber of years of
total service as stated in the contract.

* %k

Section 10. This act shall take effect the first day of the

first calendar nonth after the date of approval by the Governor.
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