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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1432 %%

I NTRODUCED BY NI CKOL, HERVAN, BAKER, BALDW N, BARD, BEBKO- JONES,
BENNI NGHOFF, BUNT, BUXTON, CALTAG RONE, CAPPELLI, CAUSER
CLYMER, CRAHALLA, CURRY, DALLY, DeWEESE, FEESE, FREEMAN
GABI G GEI ST, GERCELY, GOODVAN, HARHAI, HUTCHI NSON, JAMES,

KI RKLAND, LAUGHLI N, LEACH, LEH, LEWS, MANN, MARSI CO

Mol LHATTAN, M COZZIE, R MLLER S. MLLER NAILOR PAYNE
PETRI, PHI LLIPS, PICKETT, ROBERTS, RUBLEY, SAlI NATO, SATHER
SHANER, B. SM TH, SOLOBAY, STEIL, STERN, STETLER, TANGRETTI
E. Z. TAYLOR THOVAS, TRAVAGLI O VANCE, WANSACZ, WLT,
YOUNGBLOOD AND J. TAYLOR, MAY 12, 2003

REFERRED TO COW TTEE ON LOCAL GOVERNMENT, MAY 12, 2003

AN ACT

1 Anending the act of Decenber 18, 1984 (P.L.1005, No.205),

2 entitled "An act mandating actuarial funding standards for

3 al | rmunici pal pension systens; establishing a recovery

4 program for rmunici pal pension systens determ ned to be

5 financially distressed; providing for the distribution of the
6 tax on the prem uns of foreign fire insurance conpanies; and
7 maki ng repeal s,™ further providing for the certification of
8 muni ci pal pension costs, for the adm nistration of the

9 CGeneral Muni ci pal Pension System State Aid Program and for
10 the continuation of the financially distressed muni ci pal
11 pensi on systemrecovery program adding provisions for the
12 est abl i shnment and adm nistration of in-service retirenent
13 option plans in |ocal governnments; and repealing the
14 financially distressed nunicipal pension plan determnation
15 pr ocedur e.
16 The General Assenbly of the Conmonweal th of Pennsyl vani a

17 hereby enacts as foll ows:
18 Section 1. The title of the act of Decenber 18, 1984
19 (P.L.1005, No.205), known as the Muinicipal Pension Plan Funding

20 Standard and Recovery Act, is anmended to read:
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AN ACT
Mandati ng actuarial funding standards for all nunicipal pension
systens; establishing a recovery program for mnunici pal
pensi on systens determned to be financially distressed;
providing for the distribution of the tax on the prem uns of

foreign fire insurance conpani es; providing for the

establ i shnent and admini stration of in-service retirenent

option plans in |ocal governnents; and maki ng repeals.

Section 2. The definition of "municipal enployee"” in section
102 of the act is amended and the section is anended by addi ng
definitions to read:

Section 102. Definitions.

Except as provided in Chapter 7, the follow ng words and
phrases when used in this act shall have the nmeani ngs given to
themin this section unless the context clearly indicates
ot herw se:

* * %

"l ROP." An in-service retirenent option plan created and

operated by a | ocal governnent or the Pennsyl vani a Miuni ci pal

Retirenment System under Chapter 11 or any deferred retirenent

option plan or simlar program established by a | ocal gover nnent

that provides for the commencenent and accunul ati on of

retirenent benefit paynents for active enpl oyees with

di sbursenent of the accunul ated paynents and i nterest earni ngs

as a lunp sum upon terni nation of enpl oynent.

"| ROP participant." A retired nenber of a | ocal gover nnent -

defi ned benefit pension plan who is eligible to participate in

an | ROP under section 1112 and who has el ected to participate in

an | ROP under section 1113.

"| ROP participant account." A pension trust fund | edger

20030H1432B1778 - 2 -
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account established under section 1121(a).

"Local governnent."” A nunicipality or any county.
* * %
“Muni ci pal enployee.” Any person [other than an independent

contractor] who provides regular services for a nmunicipality in

return for conpensation fromthe nmunicipality. The term does not

i ncl ude an i ndependent contractor or an | ROP parti ci pant.

* * %

Section 3. Section 202(b) of the act, amended Decenber 19,
1997 (P.L.611, No. 61), is anended to read:
Section 202. Contents of actuarial valuation report.

* %k

(b) Contents of actuarial exhibits; defined benefit plans
self-insured in whole or in part.--For any pension plan which is
a defined benefit plan and which is self-insured in whole or in
part, all applicable actuarial exhibits shall be prepared in
accordance with the entry age normal actuarial cost nmethod with
entry age established as the actual entry age for all plan
menbers unless the nmunicipality applies for and is granted
aut hori zation by the conm ssion to use an alternative actuari al
cost nethod. Authorization shall be granted if the municipality
denonstrates on an individual pension plan basis that there are
conpel l'ing reasons of an actuarial nature for the use of an
alternative actuarial cost nethod. The conm ssion shall issue
rul es and regul ati ons specifying the criteria which the
commi ssion will use to determ ne the question of the existence
of conpelling reasons for the use of an alternative actuari al
cost nethod, the docunentation which a nmunicipality seeking the
authorization will be required to supply and the acceptabl e

alternative actuarial cost nethods which the conm ssion may

20030H1432B1778 - 3 -
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aut hori ze. The actuarial cost nethod shall be used to val ue al
aspects of the benefit plan or plans of the pension plan unless
the municipality applies for and is granted authorization by the
conmi ssion to use approxi mation techni ques other than the
actuarial cost nmethod for aspects of the benefit plan or plans
of the pension plan other than the retirenent benefit.

Aut hori zation shall be granted if the nunicipality denonstrates
on an individual pension plan basis that there are conpelling
reasons of an actuarial nature for the use of these

approxi mati on techni ques. The comm ssion shall issue rules and
regul ati ons specifying the criteria which the comm ssion w |
use to determ ne the question of the existence of conpelling
reasons for the use of approximation techniques, the
docunent ati on which a municipality seeking the authorization
will be required to supply and the acceptabl e approxi mati on

t echni que which the comm ssion may authorize. The actuari al

exhi bits shall use actuarial assunptions which are, in the

j udgnment of the actuary and the governing body of the plan, the
best avail able estimate of future occurrences in the case of
each assunption. Wth respect to econonmi c actuarial assunptions,
the assunptions shall either be within the range specified in
rul es and regul ati ons issued by the comm ssion or docunentation
expl ai ning and justifying the choice of assunptions outside the
range shall acconpany the report. The actuarial exhibits shal
nmeasure all aspects of the benefit plan or plans of the pension
plan in accordance with nodifications in the benefit plan or
plans, if any, and salaries which as of the valuation date are

known or can reasonably be expected to be in force during the

ensuing plan year. In preparing the actuarial exhibits or any

actuarial valuation report, the nunicipality shall exclude the

20030H1432B1778 - 4 -
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conpensation of all | ROP participants fromthe acti ve nenber

payroll, all |IROP participants from acti ve nenber data and the

bal ance in the | ROP partici pant account fromthe assets of the

pensi on trust fund. The actuarial valuation report shall contain

the foll ow ng actuarial exhibits:
(1) An exhibit of the normal cost of the benefits
provi ded by the benefit plan as of the date of the actuari al
val uation, expressed as a percentage of the future covered
payrol |l of the active nenbership of the pension plan as of
the date of the actuarial valuation
(2) An exhibit of the actuarial accrued liability of the
benefit plan as of the date of the actuarial valuation in
total which shall be the actuarial present value of al
proj ected benefits provided by the benefit plan reduced by
the actuarial present value of future normal costs, and in
particul ar, which shall include the follow ng required
actuarial present values for pension plan benefits of rel ated
itens:
(1) Required actuarial present values on account of
active nenbers:
(A) Retirenent benefits.
(B) Disability benefits.
(C Survivor benefits.
(D) Refund liability due to withdrawal from
active service or death.
(E) O her benefits, specifying the nature of
each type.
This itemshall include a footnote indicating the anmount
of accunul ated nenber contributions w thout accrued

i nterest.

20030H1432B1778 - 5 -
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(i1i) Required actuarial present val ues on account of
former nmenbers with a deferred, vested or otherw se
nonforfeitable right to a retirenment benefit.

(i1i1) Required actuarial present values on account
of fornmer nmenbers who do not have a deferred, vested or
ot herwi se nonforfeitable right to the retirement benefit
and who have not wi thdrawn any accumnul ated nenber
contri butions.

(iv) Required actuarial present val ues on account of
benefit recipients:

(A) Retirenent benefits.

(B) Disability benefits.

(C© Surviving spouse benefits.

(D) Surviving child benefits.

(E) O her benefits, specifying the nature of
each type.

(v) Required actuarial present values for other
benefits provided by the benefit plan, specifying the
nat ure of each type.

(vi) Actuarial present value of future normal cost.
(3) An exhibit of the unfunded actuarial accrued

liability of the pension plan in total, which shall be the
actuarial accrued liability of the pension plan calcul ated
pursuant to paragraph (2) less the actuarial value of assets
of the pension plan cal cul ated pursuant to subsection (e)(1),
and which, in particular, shall include the follow ng:

(1) The remaining bal ance of the unfunded actuari al
accrued liability in existence as of the first actuari al
val uation report required by this section occurring next

following the date of enactnment of this section.

20030H1432B1778 - 6 -



1 (i1i) The remaining bal ance of each increnment of

2 unfunded actuarial accrued liability attributable to

3 nodi fications in the benefit plan governing the pension
4 pl an whi ch were applicable to active nenbers, separately
5 i ndi cati ng each and designati ng each by the plan year in
6 whi ch the benefit plan nodification was made effective.
7 (iti1) The remai ni ng bal ance of each increnent of

8 unfunded actuarial accrued liability attributable to

9 nodi fications in the benefit plan governing the pension
10 pl an which were applicable to retired nenbers and ot her
11 benefit recipients, separately indicating each and

12 desi gnating each by the plan year in which the benefit
13 pl an nodification was nade effective.

14 (iv) The remaining bal ance of each increnment of net
15 unfunded actuarial accrued liability attributable to

16 nodi fications in the actuarial assunptions used to

17 calculate the actuarial accrued liability of the pension
18 pl an separately indicating each and desi gnating each by
19 the plan year in which the actuarial assunption
20 nodi fication was nmade effective.
21 (v) The renmining bal ance of each increnent or
22 decrenent of net unfunded actuarial accrued liability
23 attributable to net actuarial experience |osses or gains,
24 separately indicating each and designating each by the
25 pl an year in which the actuarial experience |oss or gain
26 was recogni zed.
27 The initial determ nation of the unfunded actuarial accrued
28 liability attributable to a nodification in the benefit plan
29 governing the pension plan or to a nodification in the
30 actuarial assunptions used to cal culate the actuarial accrued

20030H1432B1778 - 7 -
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l[iability of the pension plan shall be made by cal cul ating

t he unfunded actuarial accrued liability of the pension plan
in accordance with the benefit plan provisions and actuari al
assunptions which were in effect prior to the nodification
and by cal cul ating the unfunded actuarial accrued liability
of the pension plan in accordance with the nodification in
the provisions of the benefit plan governing the pension plan
or the actuarial assunptions used to calculate the actuari al
accrued liability of the pension plan, whichever is
appl i cable, and the remai ni ng benefit plan provisions and
actuarial assunptions. The initial determ nation of the
unfunded actuarial accrued liability attributable to an
actuarial |loss shall be made in conjunction with the analysis
of increases or decreases in the unfunded actuarial accrued
liability of the pension plan required pursuant to paragraph
(6).

(4) An exhibit of any additional funding costs
associated with the anortization of any unfunded actuari al
accrued liability of the pension plan, indicating for each
i ncrenment of unfunded actuarial accrued liability specified
in paragraph (3), the level annual dollar contribution
required to pay an anount equal to the actuarial assunption
as to investnent earnings applied to the principal anount of
t he remai ni ng bal ance of the increnent of unfunded actuari al
accrued liability and to retire by the applicable
anortization target date specified in this paragraph the
princi pal anount of the remaining bal ance of the increnent of
unfunded actuarial accrued liability. The anortization target
date applicable for each type of increnent of unfunded

actuarial accrued liability shall be as foll ows:

20030H1432B1778 - 8 -
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(1) (A In the case of a pension plan established
on or prior to January 1, 1985 for the unfunded
actuarial accrued liability in existence as of the
begi nni ng of the plan year occurring in cal endar year
1985, at the end of the plan year occurring in

cal endar year 2015; or

(B) In the case of a pension plan established
after January 1, 1985, for the unfunded actuari al
accrued liability then or subsequently determned to
be or to have been in existence as of the date of the
establishment of the plan, at the end of the plan
year occurring 30 years after the cal endar year in
whi ch the pension plan was established.

(i) Increnent or decrenent of net unfunded
actuarial accrued liability attributable to a change in
actuarial assunptions, at the end of the plan year
occurring 20 years after the cal endar year in which
actuarial assunption nodification was effective.

(ti1) Increment of net unfunded actuarial accrued
l[iability attributable to a nodification in the benefit
pl an applicable to active nenbers, at the end of the plan
year occurring 20 years after the cal endar year in which
the benefit plan nodification was effective.

(iv) Increnment of unfunded actuarial accrued
l[iability attributable to a nodification in the benefit
pl an applicable to retired nenbers and ot her benefit
reci pients, at the end of the plan year occurring 10
years after the cal endar year in which the benefit plan
nodi fication was effective.

(v) Increnment or decrenent of net unfunded actuari al

20030H1432B1778 - 9 -
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accrued liability attributable to an actuarial experience
| oss or gain, at the end of plan year occurring 15 years
after the cal endar year in which the actuarial experience
| oss or gain was recognized.
Wth respect to any applicable pension plan other than a plan
whi ch conprises all or part of a noderately distressed or a
severely distressed municipal pension system if the
remai ni ng average period between the current average attai ned
age of active nenbers as of the valuation date and the | ater
of their earliest average nornmal retirement age or their
average assuned retirenment age is |less than the applicable
period or periods ending with the anortization target date or
dates specified in subparagraph (i), (ii), (iii) or (v), the
appropriate anortization target date for the applicable
subpar agr aph determned with reference to the | ongest
appl i cabl e remai ni ng average period rounded to the next
| ar gest whol e nunber shall be used. Wth respect to any pl an
year beginning after Decenber 31, 1997, if, as of the
begi nni ng of the plan year, the ratio of the actuarial val ue
of assets to the actuarial accrued liability exceeds 0.70 and
t he governing body of the nunicipality has passed a
resolution to irrevocably commt the municipality to apply
the limt on the additional funding costs, as provided
herein, in the preparation of the current and all future
exhi bits under this paragraph, then the sumof the additional
funding costs for subparagraphs (i), (ii), (iii), (iv) and
(v) above shall not exceed the anmount required to anortize
t he remai ni ng unfunded actuarial accrued liability as of the
begi nni ng of the plan year over 10 years in |evel annual

dollar contributions. The exhibit shall indicate the total

20030H1432B1778 - 10 -
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dol | ar amount of additional funding costs associated with the
anortization of any unfunded actuarial accrued liability of

t he pension plan applicable for that plan year and any
subsequent plan year occurring prior to the preparation of
the next required actuarial valuation report, which shall be
the total of the additional funding costs associated with the
anortization of each increment of unfunded actuarial accrued
l[iability. The exhibit shall also indicate the plan year in
whi ch any unfunded actuarial accrued liability of the pension
plan would be fully anortized if the total annual additional
funding cost cal cul ated pursuant to this paragraph were net
continuously w thout increase or decrease in amount until the
total unfunded actuarial accrued liability currently existing
was fully anortized. In calculating the additional funding
costs associated with the anortization of any unfunded
actuarial accrued liability of the pension plan in any plan
year, any anortization contribution nmade in the interval
since the |ast actuarial valuation report shall be allocated
to each type of increnent of unfunded actuarial accrued
liability in proportion to the renmaining dollar anount of
each type.

(5) An exhibit of the total admi nistrative cost of the
pensi on plan for the plan year occurring inmediately prior to
the plan year for which the actuarial valuation report is
made.

(6) An exhibit containing an analysis of the increase or
decrease in the unfunded actuarial accrued liability of the
pensi on plan since the nost recent prior actuarial valuation
report, including specifically an indication of increases or

decreases due to the follow ng:

20030H1432B1778 - 11 -
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(i) Mdifications in the benefit plan or plans of

t he pensi on pl an.

(ii) Changes in actuarial assunptions.
(1i1) Deviations in the actual experience of the
pensi on plan fromthe experience expected by virtue of

t he actuarial assunptions.

(iv) Presence or absence of paynments to anortize the

unfunded accrued liability of the pension plan.

(v) OQher reasons.
The anal ysis shall be based on the best professional judgnment
of the approved actuary reached after preparing the various
appl i cabl e actuarial exhibits of the actuarial valuation
report. If, in the opinion of the approved actuary, the
i nclusion of any portion of this information is not
appropriate, that portion of the analysis may be omtted with
t he provision of adequate explanation or justification of the
appropri ateness of the om ssion.

(7) An exhibit sunmarizing the econom ¢ and denographic
actuarial assunptions used in the preparation of the
actuarial exhibits.

(8) A sunmary of the principal provisions of the benefit
pl an of the pension plan upon which the actuarial exhibits
are based.

* %k
Section 4. The act is anmended by adding a section to read:

Section 209. Certification of munici pal pension costs.

The conm ssion shall determ ne annually the actual fi nanci al

requi renent for each nuni ci pal pension pl an based on the data

contained in the nost recent conplete report required to be

filed by the nmunicipality pursuant to this chapter and shal

20030H1432B1778 - 12 -
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certify annually to the Auditor General the actual financi al

requi renents for each nmuni ci pal pensi on pl an based on the data

contained in the nost recent actuarial valuation report required

to be filed by the nunicipality pursuant to this chapter. The

Audi tor General shall use the data certified by the conm ssi on

to i npl enment the provisions of section 402(f)(2).

Section 5. Section 302(b)(2) of the act, anended Decenber
18, 1990 (P.L.753, No.189), is anmended to read:

Section 302. M ninmum fundi ng standard; defined benefit plans
self-insured in whole or in part.

* * %

(b) Financial requirenments of the pension plan.--

* %

(2) The normal cost and adm nistrative expense
requirenents for the follow ng plan year shall be expressed
as a dollar amount and shall be determ ned by applying the
normal cost of the benefit plan and the adm nistrative
expense payable fromthe assets attributable to the benefit
pl an, as reported in the actuarial valuation report of the
pensi on plan and expressed as a percentage of payroll, to the
payrol|l of the active nenbership of the pension plan as of
the date the financial requirenents of the pension plan are

determ ned. In expressing the normal cost and adm ni strative

expense requirenents as a dollar anount, the nunicipality

shal | exclude the conpensation of all | ROP participants from

the payroll of the active nmenbership of the pensi on pl an.

* * %

Section 6. Section 402(e)(2) of the act is anended to read:
Section 402. Revision of financing from State revenue sources;

General Muni ci pal Pension System State Aid

20030H1432B1778 - 13 -



1 Program

2 * x *

3 (e) Allocation of general nunicipal pension system State

4 aid.--

5 * x *

6 (2) The applicable nunber of units shall be attributable
7 to each active enpl oyee who was enployed on a full-tinme basis
8 for a m nimum of six consecutive nonths prior to Decenber 31
9 precedi ng the date of certification and who was participating
10 in a pension plan maintained by that municipality, provided
11 that the nmunicipality maintains a generally applicable

12 pensi on plan for that type of enployee which was either

13 established on or prior to Decenber 31, 1984, or, if

14 established after Decenber 31, 1984, has been nai ntai ned by
15 that municipality for at | east three plan years. For the

16 pur pose of conputing and reporting the applicable nunber of
17 units, an IROP participant shall not be reported to the

18 Audi tor General as an active enpl oyee. The applicabl e nunber
19 of units per enployee attributable to each eligible recipient
20 county of the second class shall be two units for each police
21 of ficer. The applicable nunber of units attributable to each
22 eligible recipient city, borough, incorporated town and
23 townshi p shall be as follows:
24 (i) Police officer - two units.
25 (ii) Firefighter - two units.
26 (ii1) Enployee other than police officer or
27 firefighter - one unit.
28 * x *
29 Section 7. Chapter 5 of the act is repeal ed.
30 Section 8. Sections 602, 603, 604, 605 and 606 of the act

20030H1432B1778 - 14 -
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are repeal ed.

Section 9. Section 607(a) of the act is anended to read:

Section 607. Renedies applicable to various recovery program
| evel s.

(a) GCenerally.--Notw thstanding any provision of |aw,
muni ci pal charter, rmunicipal ordinance, nunicipal resolution, or
pensi on plan agreenent, docunent or instrunment to the contrary,
the renedi es specified in this section shall be available to the

applicable municipalities. After Decenber 31, 2003, a

muni ci pality may continue to utilize any of the renedies

specified in this section that it el ected, inplenented and used

on Decenber 31, 2003.

* * %

Section 10. Section 608 of the act is repeal ed.
Section 11. The act is anended by adding a chapter to read:
CHAPTER 11

I N- SERVI CE RETI REMENT OPTI ON PLANS LAW

SUBCHAPTER A

PRELI M NARY PROVI SI ONS

Section 1101. Short title.

This chapter shall be known and nmay be cited as the |n-

Service Retirement Opti on Pl ans Law.

Section 1102. Decl arati on of purpose.

It is the purpose of this chapter to provide for an in-

service retirenent option plan under which an eliqgi bl e nenber of

the | ocal governnent's retirenment systemmy el ect to

participate in an | ROP, defer receipt of retirenent system

benefits and conti nue enpl oynent with the | ocal governnent.

Section 1103. Definitions.

The foll owi ng words and phrases when used in this chapter

20030H1432B1778 - 15 -
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shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Nornmal retirement benefit." The retirenent benefit payabl e

to a nenber of a defined benefit pension plan on or after the

date on which the nenber first satisfies the age and service

requi renents for full, unreduced retirenent benefits, including

suppl enental anopunts provided to the nenber after retirenent as

cost-of-living increases.

"Subsidiary | ROP partici pant account." The separ at e,

i nterest-bearing, subsidiary | ROP partici pant account

establi shed for an | ROP partici pant under section 1121.

Secti on 1104. Enpl oynment st at us.

Partici pation in an | ROP does not guarantee the | ROP

partici pant's enpl oynent by the | ocal governnent during the

specified period of the | ROP

SUBCHAPTER B

GENERAL _PROVI SI ONS

Section 1111. Est abl i shnent of | ROP

(a) Local governnments.--A |ocal governnent that has

establi shed or nmai ntains a defined benefit pension plan for a

group of its enpl oyees which is self-insured in whole or in part

under section 202(b), except for a | ocal governnent that has

i oi ned the Pennsyl vani a Miuni ci pal Retirenent System nnay

establi sh by ordi nance an | ROP for those enpl oyees as part of

t he pension plan. The ordi nance establi shing the | ROP shal

specify a uniform participation period for the |ROP that i s not

nore than five years in duration

(b) PMRS participants.--A |ocal governnent that has

establi shed or mai ntains a defined benefit plan for a group of

its enpl oyees which is self-insured in whole or in part under

20030H1432B1778 - 16 -
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section 202(b) and has joi ned the Pennsyl vani a Miuni ci pal

Retirenment System nmay establish an | ROP for those enpl oyees as a

part of the pension plan only through participation in the | ROP

est abl i shed and admi ni stered by the Pennsyl vani a Muni ci pal

Retirenment System

(c) PMRS standards. --The Pennsyl vani a Miuni ci pal Retirenent

Board shall establish an | ROP for | ocal governnent-defi ned

benefit pension plans that have joi ned the Pennsyl vani a

Muni ci pal Retirenent System The | ROP so established shall be

uniform in conpliance with the provisions of this chapter, open

to any | ocal governnent and applicable to any of the defi ned

benefit pension plans adm ni stered by the Pennsyl vani a Miuni ci pal

Retirenment System

Section 1112. Eligibility of nenber to participate in | ROP

An active nenber of a | ocal governnent retirenent systemthat

has an |ROP as a part of its defined benefit pension plan who i s

eligible for a nornmal retirenent benefit under the pensi on pl an

or will be eligible for a normal retirenent benefit under the

pensi on plan prior to participation in the |ROPis eligible to

participate in the |ROP by filing a witten application with the

retirenent systemat | east 30 days before the nenber's effective

date of retirenent.

Section 1113. Participation in | ROP

(a) Election by an active nenber.--An eliqgible active nenber

may elect to participate in an |ROP for the period specified in

t he ordi nance establishing the | ROP

(b) | ROP participation el ection.--Upon deciding to

participate in an | ROP, a nenber shall submt on forns provided

and required by the retirenent system

(1) A binding and irrevocable letter of resignation from

20030H1432B1778 - 17 -



1 requl ar_enploynent with the | ocal governnent that discloses
2 the nmenber's intent to retire and specifies the nenber's

3 retirenment date.

4 (2) An irrevocable witten election to participate in
5 the 1 ROP that:

6 (i) Details an IROP participant's rights and

7 obligations under the |RCP

8 (ii) Includes an agreenent to forgo:

9 (A)  Active nmenbership in the retirenment system
10 (B) Any growth in the salary base used for

11 calculating the regular retirenment benefit.

12 (© Any additional benefit accrual for

13 retirenment purposes.

14 (iii) Specifies the effective date of |RCP

15 participation that shall be the day after the specified
16 retirenment date.

17 (iv) Specifies the IROP term nation date that

18 satisfies the limtation in subsection (a).

19 (3) Any other information required by the retirenent

N
O
”

<
%
@
®
=

21 (c) TROP termnnation.--

22 (1) An IROP participant may change the IROP term nation
23 date to an earlier date within the linmtations of subsection
24 (a). No penalty shall be inposed for early termnation of

25 | ROP participation.

26 (2) Upon either early or regular term nation of |ROP
27 participation:

28 (i) The IROP participant shall be separated from
29 enpl oynent by the | ocal governnent.

30 (ii) The retirenent systemshall pay the bal ance in

20030H1432B1778 - 18 -
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the | ROP participant's subsidiary | ROP parti ci pant

account to the terminating | ROP partici pant as provi ded

in section 1114(d).

(iii) The IROP participant shall be ineligible to

reenroll in the |ROP thereafter even if the forner | ROP

partici pant is reenpl oyed by the | ocal governnent with

renewed active nenbership in the retirenent system

Section 1114. Benefits payabl e under | ROP

(a) Fixing retirement benefit, retirenent date, retirenent

benefits and | ROP dates.-- Effective with the date of

retirenent, which shall be the day before the effective date of

| ROP participation, the nenber's nonthly, nornmal retirenent

benefit under the pension plan, the nmenber's effective date of

retirenent and the nenber's effective dates of begi nni ng and

term nati ng enpl oynent as an | ROP partici pant shall be fi xed.

(b)Y Effective dates of | ROP participation.--

(1) A retired nenber's effective date of participation

in an | ROP shall begin the day following the effective date

of the nenber's reqular retirenent.

(2) Aretired nenber's participation in an | ROP shal

end on the | ast day of the participati on period specified in

t he ordi nance establishing the |ROP that is in effect on the

effective date of the retired nenber's participation in the

(c) Treatnent of normal retirenent benefit paynents and

accruals.--All of the retired nmenber's nonthly, nornma

retirenent benefit and interest thereon at the assigned rate

shall be credited to the |ROP partici pant's subsidiary | ROP

parti ci pant account in the pension trust fund and a separate

accounting of the | ROP participant's accrued benefit
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accunul ati on under the | ROP shall be cal cul ated annually and

provided to the | ROP parti ci pant.

(d) Paynent of | ROP benefits.--On the effective date of an

| ROP participant's term nati on of enpl oynent with the | ocal

governnent as an | ROP participant, participation in the | ROP

shall cease and the retirenment system shall cal cul ate and pay to

the participant the participant's total accunul ated | ROP

benefits in the |ROP participant's subsidiary | ROP parti ci pant

account subject to the foll owi ng provi si ons:

(1) Except as provided in paragraph (2), the term nati ng

| ROP participant or, if deceased, the partici pant's named

beneficiary shall elect on a formprovided by the retirenent

systemto recei ve paynent of the | ROP benefits i n accordance

with one of the foll owi ng opti ons:

(i) The balance in the | ROP participant's subsidiary

| ROP partici pant account |ess w thhol ding taxes, if any,

remtted to the Internal Revenue Service shall be paid

within 45 days by the retirenent systemfromthe account

to the | ROP partici pant or surviving beneficiary.

(ii) The balance in the | ROP participant's

subsidiary | ROP partici pant account shall be paid w thin

45 days by the retirenent systemfromthe account

directly to the custodian of an eliqgible retirenment plan

as defined in section 402(c)(8)(b) of the Internal

Revenue Code of 1986 (Public Law 99-514, 26 U S.C. 8 1 et

seqg.), or, in the case of an eliqgible roll over

distribution to the surviving spouse of a deceased | ROP

participant, an eligible retirenent plan that i s an

i ndi vidual retirement account or an individual retirenent

annuity as described in section 402(c)(9) of the |nternal

20030H1432B1778 - 20 -



1 Revenue Code.

2 (2) If the I1ROP participant or beneficiary fails to

3 elect a nethod of paynent within 60 days after the

4 participant's ternmination date, the retirenent system shal

5 pay the balance as a lunp sum as provided in paragraph (1).

6 (3) The formof paynent selected by the I ROP participant
7 or_surviving beneficiary shall conply with the m ni num

8 distribution requirenents of the Internal Revenue Code.

9 (e) Taxation, attachnent and assignnment of | ROP

10 participant's account. --

11 (1) Except as provided in paragraphs (2), (3) and (4),
12 the right of an IROP participant to any benefit or right

13 accrued or accruing under the provisions of this chapter and
14 the noneys in the I1ROP participant's subsidiary | ROP

15 participant account are exenpt fromany State or nunici pal

16 tax, levy and sale, garnishnent, attachnent, spouse's

17 el ection or any other process what soever.

18 (2) Rights under this chapter shall be subject to

19 forfeiture as provided by the act of July 8, 1978 (P.L.752,
20 No. 140), known as the Public Enpl oyee Pension Forfeiture Act.
21 Forfeitures under this subsection or under any other
22 provision of law may not be applied to increase the benefits
23 that any I ROP participant otherwi se would receive under this
24 chapter.
25 (3) Rights under this chapter shall be subject to
26 attachnment in favor of an alternate payee as set forth in a
27 qualified donestic relations order.
28 (4) Under subsection (d)(1)(ii), a distributee may el ect
29 to have an eligible rollover distribution paid directly to an
30 eligible retirement plan by way of a direct rollover. For
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pur poses of this paraqgraph, a "distributee" includes an | ROP

partici pant, an | ROP partici pant's desi gnated beneficiary and

an | ROP participant's forner spouse who is an alternate payee

under a qualified donestic relations order. For purposes of

this paragraph, "eligible rollover distribution" has the

meani ng gi ven the term by section 402(f)(2)(A) of the

I nternal Revenue Code, except that a qualified trust shall be

considered an eligible retirenent plan only if it accepts the

distributee's eligible rollover distribution and, in the case

of an eligible rollover distribution to a surviving spouse,

an eligible retirenent plan is an "individual retirenent

account" or an "individual retirenent annuity" as those terns

are defined in section 408(a) and (b) of the Internal Revenue

(f) Effect of disability pension benefits.--If an | ROP

parti ci pant becones eliqgible for a disability pension benefit

and term nates enpl oynent, the nonthly normal retirenent benefit

of the | ROP partici pant shall term nate.

(g) Eligibility for active nenber benefits.--Except for

t hose benefits specified under section 1113(b)(2)(ii) as forgone

by the nenber, an | ROP partici pant shall be eligible for any

enpl oyee benefits provided to active enpl oyees before retirenent

as set forth in the ordinance instituting the | ROP

(h) Eligibility for benefits otherw se provided by | aw --An

| ROP participant shall be eligible for all preretirenent

benefits for enpl oyees otherw se provided by |aw i ncludi ng, but

not limted to, benefits under the act of June 2, 1915 (P.L. 736,

No. 338), known as the Wrkers' Conpensation Act; the act of June

28, 1935 (P.L.477, No.193), referred to as the Enforcenent

Oficer Disability Benefits Law, the act of Decenber 5, 1936
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(2nd Sp. Sess., 1937 P.L.2897, No.1), known as the Unenpl oynent

Conpensation Law, the act of June 24, 1976 (P.L.424, No.101),

referred to as the Energency and Law Enforcenent Personnel Death

Benefits Act; and the Public Safety O ficers' Benefit Act of

1976 (Public Law 94-430, 42 U.S.C. 8 90 stat. 1347).

Section 1115. Deat h benefits under | ROP

(a) | ROP benefits for naned beneficiary.--If an | ROP

partici pant dies, the | ROP participant's naned benefici ary shal

be entitled to apply for and recei ve the benefits accrued in the

| ROP participant's subsidiary | ROP partici pant account as

provided in section 1114(d).

(b)) Final credited nonthly retirenment benefit.--The nonthly

reti renent system benefit accrued in the | ROP partici pant's

subsidiary | ROP partici pant account during the nonth of an | ROP

participant's death shall be the final nonthly retirement system

benefit credited for | ROP participation.

(c) IROP eligibility ternmi nates upon participant's death. --

An | ROP participant's eligibility to participate in the | ROP

term nates upon the death of the |ROP participant. |If an | ROP

partici pant dies on or after the effective date of participation

in the | ROP but before the nonthly retirenent system benefit of

the partici pant accruable for the nonth has accrued in the | ROP

participant's subsidiary | ROP partici pant account, the | ocal

governnent shall pay the nonthly retirenent system benefits as

t hough the partici pant had not elected | ROP partici pati on and

had died after the nenber's effective date of retirement but

before receipt of the retired nenber's first requl ar retirenent

benefit.

(d) Survivors ineligible for active nmenber's death

benefit.--Except as provided in subsection (e), the survivors of
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an | ROP partici pant who dies shall not be eligible to receive

retirenent system death benefits payable in the event of the

death of an active nenber.

(e) | ROP participant killed in service.--If otherw se

qualified as a fam ly nenber under the act of May 29, 1956 (1955

P.L.1804, No.600), referred to as the Minici pal Police Pension

Law, the naned beneficiary of an | ROP partici pant who is killed

in service shall be entitled to apply for and receive a

recal cul ati on for paynent of survivor benefits at 100% of the

| ROP participant's salary as fixed at the participant's date of

retirenent.

Section 1116. Subsequent enpl oynent and renewal of active

menber shi p.

After both the term nation of the | ROP participant's

enpl oynent as an | ROP partici pant by the | ocal governnnent and

the expiration of the | ROP participation period, a forner | ROP

partici pant shall be subject to such reenploynent limtati ons as

other retired nmenbers and shall be eligible for renewed

menbership as an active nenber in the | ocal governnent

enpl oyees' retirenent system

SUBCHAPTER C

ADM NI STRATI VE PROVI SI ONS

Section 1121. | ROP partici pant account.

(a) GCeneral rule.--1f a |local governnment creates an | ROP, it

shall establish an | ROP partici pant account as an interest-

beari ng | edger account in its pension trust fund. The account

bal ance shall be accounted for separately but need not be

physically segregated from ot her pension trust fund assets.

(b)Y Subsidiary | ROP partici pant accounts.--A separate

i nterest-bearing subsidiary | ROP partici pant account shall be
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establi shed for each | ROP participant. Wiile a retired nenber is

enpl oyed as an | ROP participant, the nenber's nonthly, nornal

retirenent benefit and i nterest thereon shall be credited to the

| ROP participant's subsidiary | ROP partici pant account under

section 1114(c). The interest shall be conpounded and credited

nmonthly at an annual rate specified in the ordi nance

establishing the | ROP that shall be not | ess than 1% nor npre

than 4 1/ 2%

(c) Ternination of enploynent.--Wen an | ROP parti ci pant

term nates enploynent with the | ocal government as an | ROP

partici pant, the |ROP participant's total accunul ated benefits

shall be cal cul ated, charged to the | ROP partici pant account and

pai d out of the pension trust fund under section 1114(d). Under

section 202(b), the balance in the | ROP partici pant account

shal|l be excluded from actuari al valuation reports of the

retirenent system prepared and filed under this act.

(d) Account held in trust.--The | ROP parti ci pant account

shall be held in trust for the exclusive benefit of |ROP retired

menbers who are or were | ROP participants and for the

beneficiaries of the nenbers.

Section 1122. Audit of Pennsyl vani a Miuni ci pal Retirenent

The | ROP established by the Pennsyl vani a Mini ci pal Retirenent

Board shall be subject to financial and conpliance audits

conducted by the Auditor General with the initial audit

conducted within one year of its establi shnent.

Section 1123. Exi sti ng | ROPs.

A |l ocal governnent with an |ROP in existence on the effective

date of this chapter that does not conformto the provisi ons of

this chapter shall anmend its plan within 180 days of the
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effective date of this chapter or when the current | abor-

managenent contract creating the plan expires, whichever is

|later, to conformwith the provisions of this chapter with

respect to future | ROP partici pants.

Section 1124. Nonconpl i ance.

If a local governnent that established an | ROP under secti on

1111(a) or the Pennsyl vani a Miuni ci pal Retirenent Board that

establi shed an | ROP under section 1111(c) fails to conply within

90 days with a finding by the Auditor General of nonconpli ance

with this chapter or if the finding is appeal ed within 90 days

of conclusion of the appeal process, the failure to conply shal

be deened sufficient refusal by the | ocal governnent or the

Pennsyl vani a Muni ci pal Retirenent Board to conply with its duty

antecedent to the commencenent of a nmandanus action and the

Audi tor General shall refer the finding to the Attorney Ceneral.

Upon recei pt of the finding fromthe Auditor General, the

Attorney General, following an adnm ni strati ve proceeding in

accordance with 2 Pa.C.S. (relating to adnm nistrati ve | aw and

procedure), shall proceed in the name of the Commpbnwealth to

institute a | egal proceedi ng for mandanus and no ot her renedy at

| aw shall be deened to be sufficiently adequate and appropri ate

to bar the commencenent of this action.

Section 12. This act shall take effect as follows:

(1) The repeal of sections 602, 603, 604, 605, 606 and
608 of the act shall take effect January 1, 2004.

(2) The renmainder of this act shall take effect in 60

days.
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