PRI OR PRI NTER S NO. 3120 PRINTER S NO. 4218

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 22069 %%

I NTRODUCED BY NI CKOL, DECEMBER 17, 2003

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JUNE 29, 2004

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 premuns of foreign fire insurance conpanies; and

7 maki ng repeal s, " further—providingforthecertificationof <—
8 FeHR-EH i AL i

9 Ceneral—Muni-ei-pal—Pensi-on—System-StateA-d—Proegram- PROVIDI NG <—
10 FOR THE DEFINI TIONS OF "I ROP, " "I ROP PARTI Cl PANT, " "1 ROP
11 PARTI Cl PANT ACCOUNT" AND "LOCAL GOVERNMENT"; FURTHER
12 PROVI DI NG FOR THE DEFI NI TION OF "MJNI Cl PAL EMPLOYEE" AND FOR
13 CONTENTS OF ACTUARI AL VALUATI ON REPORT; PROVI DI NG FOR THE
14 CERTI FI CATI ON OF MUNI Cl PAL PENSI ON COSTS; FURTHER PROVI DI NG
15 FOR M NI MUM FUNDI NG STANDARDS AND FOR REVI SI ON OF FI NANCI NG,
16 AND PROVI DI NG FOR | N- SERVI CE RETI REMENT OPTI ON PLANS | N LOCAL
17 GOVERNVENTS.
18 The General Assenbly of the Conmonweal th of Pennsyl vani a

19 hereby enacts as foll ows:
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i | chall I | £ ad | I o
el I - : . TIVEN
SECTION 1. THE TITLE OF THE ACT OF DECEMBER 18, 1984

(P.L.1005, NO 205), KNOAWN AS THE MUNI Cl PAL PENSI ON PLAN FUNDI NG
STANDARD AND RECOVERY ACT, IS AMENDED TO READ:
AN ACT
MANDATI NG ACTUARI AL FUNDI NG STANDARDS FOR ALL MUNI CI PAL PENS| ON
SYSTEMS; ESTABLI SHI NG A RECOVERY PROGRAM FOR MUNI Cl PAL
PENSI ON SYSTEMS DETERM NED TO BE FI NANCI ALLY DI STRESSED,;
PROVI DI NG FOR THE DI STRI BUTI ON OF THE TAX ON THE PREM UMs OF
FOREI GN FI RE | NSURANCE COVPANI ES; PROVI DI NG FOR THE

ESTABLI SHVENT AND ADM NI STRATI ON OF | N- SERVI CE RETI REMENT

OPTI ON PLANS | N LOCAL GOVERNVENTS; AND MAKI NG REPEALS.

SECTION 2. THE DEFINITION OF "MJUNI Cl PAL EMPLOYEE" | N SECTI ON
102 OF THE ACT IS AMENDED AND THE SECTI ON | S AVENDED BY ADDI NG
DEFI NI TI ONS TO READ:

SECTI ON 102. DEFI NI TI ONS.

EXCEPT AS PROVI DED | N CHAPTER 7, THE FOLLOW NG WORDS AND
PHRASES VWHEN USED IN THI S ACT SHALL HAVE THE MEANI NGS G VEN TO
THEM I N TH S SECTI ON UNLESS THE CONTEXT CLEARLY | NDI CATES
OTHERW SE:

* * %

"IROP." AN I N-SERVI CE RETI REMENT OPTlI ON PLAN CREATED AND

OPERATED BY A LOCAL GOVERNMENT OR THE PENNSYLVANI A MUNI Cl PAL

RETI REMENT SYSTEM UNDER CHAPTER 11 OR ANY DEFERRED RETI REMENT

OPTI ON PLAN OR SIM LAR PROGRAM ESTABLI SHED BY A LOCAL GOVERNMENT

THAT PROVI DES FOR THE COVMENCEMENT AND ACCUMULATI ON OF

RETI REMENT BENEFI T PAYMENTS FOR ACTI VE EMPLOYEES W TH

20030H2269B4218 - 11 -
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DI SBURSEMENT OF THE ACCUMULATED PAYMENTS AND | NTEREST EARN NGS

AS A LUVP_ SUM UPON TERM NATI ON OF ENMPLOYMENT.

"IROP_ PARTICIPANT. " A RETI RED MEMBER OF A LOCAL GOVERNMENT-

DEFI NED BENEFI T_PENSI ON PLAN WHO IS ELI G BLE TO PARTI Cl PATE I N

AN | ROP_ UNDER SECTI ON 1112 AND WHO HAS ELECTED TO PARTI Cl PATE I N

AN | ROP UNDER SECTI ON 1113.

"I ROP_PARTI CI PANT ACCOUNT." A PENSI ON TRUST FUND LEDGER

ACCOUNT_ESTABLI SHED UNDER SECTI ON 1121(A).

"LOCAL GOVERNMENT. " A MUNIC PALITY OR ANY COUNTY.

* * %

"MUNI Cl PAL EMPLOYEE. " ANY PERSON [ OTHER THAN AN | NDEPENDENT
CONTRACTOR] WHO PROVI DES REGULAR SERVI CES FOR A MUNI CI PALI TY I N
RETURN FOR COVPENSATI ON FROM THE MUNI CI PALI TY. THE TERM DOES NOT

I NCLUDE AN | NDEPENDENT CONTRACTOR OR AN | ROP PARTI Cl PANT.

* * %

SECTI ON 3. SECTION 202(B) OF THE ACT, AMENDED DECEMBER 19,
1997 (P.L.611, NO 61), IS AMENDED TO READ:

SECTI ON 202. CONTENTS OF ACTUARI AL VALUATI ON REPORT.

* x %

(B) CONTENTS OF ACTUARI AL EXHI BI TS; DEFI NED BENEFI T PLANS
SELF- 1 NSURED | N WHOLE OR I N PART. - - FOR ANY PENSI ON PLAN WVHICH I S
A DEFI NED BENEFI' T PLAN AND VHICH IS SELF-1 NSURED I N WVHOLE OR I N
PART, ALL APPLI CABLE ACTUARI AL EXHI BI TS SHALL BE PREPARED | N
ACCORDANCE W TH THE ENTRY ACGE NORVAL ACTUARI AL COST METHOD W TH
ENTRY AGE ESTABLI SHED AS THE ACTUAL ENTRY AGE FOR ALL PLAN
MEMBERS UNLESS THE MUNI CI PALI TY APPLI ES FOR AND | S GRANTED
AUTHORI ZATI ON BY THE COMM SSI ON TO USE AN ALTERNATI VE ACTUARI AL
COST METHOD. AUTHORI ZATI ON SHALL BE GRANTED | F THE MUNI ClI PALI TY
DEMONSTRATES ON AN | NDI VI DUAL PENSI ON PLAN BASI S THAT THERE ARE
COVPELLI NG REASONS OF AN ACTUARI AL NATURE FOR THE USE OF AN

20030H2269B4218 - 12 -
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ALTERNATI VE ACTUARI AL COST METHOD. THE COMM SSI ON SHALL | SSUE
RULES AND REGULATI ONS SPECI FYI NG THE CRI TERI A WHI CH THE

COMW SSI ON W LL USE TO DETERM NE THE QUESTI ON OF THE EXI STENCE
OF COVPELLI NG REASONS FOR THE USE OF AN ALTERNATI VE ACTUARI AL
COST METHOD, THE DOCUMENTATI ON VHI CH A MUNI Cl PALI TY SEEKI NG THE
AUTHORI ZATI ON W LL BE REQUI RED TO SUPPLY AND THE ACCEPTABLE
ALTERNATI VE ACTUARI AL COST METHODS WHI CH THE COWMM SSI ON VAY
AUTHORI ZE. THE ACTUARI AL COST METHOD SHALL BE USED TO VALUE ALL
ASPECTS OF THE BENEFI T PLAN OR PLANS OF THE PENSI ON PLAN UNLESS
THE MUNI Cl PALI TY APPLI ES FOR AND | S GRANTED AUTHORI ZATI ON BY THE
COW SSI ON TO USE APPROXI MATI ON TECHNI QUES OTHER THAN THE
ACTUARI AL COST METHOD FOR ASPECTS OF THE BENEFI T PLAN OR PLANS
OF THE PENSI ON PLAN OTHER THAN THE RETI REMENT BENEFI T.

AUTHORI ZATI ON SHALL BE GRANTED | F THE MJUNI Cl PALI TY DEMONSTRATES
ON AN | NDI VI DUAL PENSI ON PLAN BASI S THAT THERE ARE COMPELLI NG
REASONS OF AN ACTUARI AL NATURE FOR THE USE OF THESE

APPROXI MATI ON TECHNI QUES. THE COMM SSI ON SHALL | SSUE RULES AND
REGULATI ONS SPECI FYI NG THE CRI TERIA VWH CH THE COVM SSI ON W LL
USE TO DETERM NE THE QUESTI ON OF THE EXI STENCE OF COMPELLI NG
REASONS FOR THE USE OF APPROXI MATI ON TECHNI QUES, THE
DOCUMENTATI ON VHI CH A MUNI Cl PALI TY SEEKI NG THE AUTHORI ZATI ON
WLL BE REQUI RED TO SUPPLY AND THE ACCEPTABLE APPROXI MATI ON
TECHNI QUE WHI CH THE COW SSI ON MVAY AUTHORI ZE. THE ACTUARI AL

EXH BI TS SHALL USE ACTUARI AL ASSUMPTI ONS VWHI CH ARE, I N THE
JUDGVENT OF THE ACTUARY AND THE GOVERNI NG BODY OF THE PLAN, THE
BEST AVAI LABLE ESTI MATE OF FUTURE OCCURRENCES I N THE CASE OF
EACH ASSUMPTI ON. W TH RESPECT TO ECONOM C ACTUARI AL ASSUMPTI ONS,
THE ASSUMPTI ONS SHALL EI THER BE W THI N THE RANGE SPECI FI ED I N
RULES AND REGULATI ONS | SSUED BY THE COWM SSI ON OR DOCUMENTATI ON
EXPLAI NI NG AND JUSTI FYI NG THE CHO CE OF ASSUMPTI ONS OUTSI DE THE

20030H2269B4218 - 13 -



1 RANGE SHALL ACCOMPANY THE REPORT. THE ACTUARI AL EXH BI TS SHALL

2 MEASURE ALL ASPECTS OF THE BENEFI T PLAN OR PLANS OF THE PENS| ON
3 PLAN I N ACCORDANCE W TH MODI FI CATI ONS | N THE BENEFI T PLAN OR

4 PLANS, |F ANY, AND SALARI ES WH CH AS OF THE VALUATI ON DATE ARE

5 KNOMW OR CAN REASONABLY BE EXPECTED TO BE | N FORCE DURI NG THE

6 ENSU NG PLAN YEAR | N PREPARI NG THE ACTUARI AL EXH BI TS OR ANY

7 ACTUARI AL VALUATI ON REPORT, THE MUNI CI PALITY SHALL EXCLUDE THE

8 COVPENSATION OF ALL | ROP_PARTI Cl PANTS FROM THE ACTI VE MEMBER

9 PAYROLL, ALL | ROP PARTI Cl PANTS FROM ACTI VE MEMBER DATA AND THE
10 BALANCE I N THE | ROP_PARTI Cl PANT_ ACCOUNT FROM THE ASSETS OF THE
11 PENSI ON TRUST FUND. THE ACTUARI AL VALUATI ON REPORT SHALL CONTAI N
12 THE FOLLOW NG ACTUARI AL EXHI BI TS:

13 (1) AN EXH BIT OF THE NORVAL COST OF THE BENEFI TS

14 PROVI DED BY THE BENEFI T PLAN AS OF THE DATE OF THE ACTUARI AL
15 VALUATI ON, EXPRESSED AS A PERCENTAGE OF THE FUTURE COVERED

16 PAYROLL OF THE ACTI VE MEMBERSH P OF THE PENSI ON PLAN AS OF

17 THE DATE OF THE ACTUARI AL VALUATI ON.

18 (2) AN EXH BIT OF THE ACTUARI AL ACCRUED LI ABI LITY OF THE
19 BENEFI T PLAN AS OF THE DATE OF THE ACTUARI AL VALUATION I'N
20 TOTAL WH CH SHALL BE THE ACTUARI AL PRESENT VALUE OF ALL
21 PRQIECTED BENEFI TS PROVI DED BY THE BENEFI T PLAN REDUCED BY
22 THE ACTUARI AL PRESENT VALUE OF FUTURE NORVAL COSTS, AND IN
23 PARTI CULAR, VWH CH SHALL | NCLUDE THE FOLLOW NG REQUI RED
24 ACTUARI AL PRESENT VALUES FOR PENSI ON PLAN BENEFI TS OF RELATED
25 | TEMS:
26 (1) REQUI RED ACTUARI AL PRESENT VALUES ON ACCOUNT OF
27 ACTI VE MEMBERS
28 (A) RETI REMENT BENEFI TS.
29 (B) DI SABILITY BENEFI TS.
30 (© SURVI VOR BENEFI TS.

20030H2269B4218 - 14 -



1 (D) REFUND LI ABILITY DUE TO W THDRAWAL FROM

2 ACTI VE SERVI CE OR DEATH

3 (E) OTHER BENEFI TS, SPECI FYI NG THE NATURE OF

4 EACH TYPE

5 TH'S | TEM SHALL | NCLUDE A FOOTNOTE | NDI CATI NG THE AMOUNT
6 OF ACCUMULATED MEMBER CONTRI BUTI ONS W THOUT ACCRUED

7 | NTEREST.

8 (1'l') REQUI RED ACTUARI AL PRESENT VALUES ON ACCOUNT OF
9 FORMER MEMBERS W TH A DEFERRED, VESTED OR OTHERW SE

10 NONFORFEI TABLE RI GHT TO A RETI REMENT BENEFI T.

11 (1'1'1')  REQUI RED ACTUARI AL PRESENT VALUES ON ACCOUNT
12 OF FORMER MEMBERS WHO DO NOT HAVE A DEFERRED, VESTED OR
13 OTHERW SE NONFORFEI TABLE RI GHT TO THE RETI REMENT BENEFI T
14 AND WHO HAVE NOT W THDRAWN ANY ACCUMULATED MEMBER

15 CONTRI BUTI ONS.

16 (1'V)  REQUI RED ACTUARI AL PRESENT VALUES ON ACCOUNT OF
17 BENEFI T RECI PI ENTS:

18 (A) RETI REMENT BENEFI TS.

19 (B) DI SABILITY BENEFI TS.

20 (© SURVI VI NG SPOUSE BENEFI TS.

21 (D) SURVI VI NG CHI LD BENEFI TS.

22 (E) OTHER BENEFI TS, SPECI FYI NG THE NATURE OF

23 EACH TYPE

24 (V) REQUI RED ACTUARI AL PRESENT VALUES FOR OTHER

25 BENEFI TS PROVI DED BY THE BENEFI T PLAN, SPECI FYI NG THE

26 NATURE OF EACH TYPE

27 (M) ACTUARI AL PRESENT VALUE OF FUTURE NORVAL COST.
28 (3) AN EXH BIT OF THE UNFUNDED ACTUARI AL ACCRUED

29 LI ABI LITY OF THE PENSI ON PLAN I N TOTAL, VWH CH SHALL BE THE
30 ACTUARI AL ACCRUED LI ABI LI TY OF THE PENSI ON PLAN CALCULATED

20030H2269B4218 - 15 -



1 PURSUANT TO PARAGRAPH (2) LESS THE ACTUARI AL VALUE OF ASSETS
2 OF THE PENSI ON PLAN CALCULATED PURSUANT TO SUBSECTI ON (E) (1),
3 AND WHI CH, | N PARTI CULAR, SHALL | NCLUDE THE FOLLOW NG

4 (1) THE REMAI NI NG BALANCE OF THE UNFUNDED ACTUARI AL
5 ACCRUED LI ABILITY I N EXI STENCE AS OF THE FI RST ACTUARI AL
6 VALUATI ON REPORT REQUI RED BY THI S SECTI ON OCCURRI NG NEXT
7 FOLLOW NG THE DATE OF ENACTMENT OF THI S SECTI ON.

8 (1) THE REMAI NI NG BALANCE OF EACH | NCREMENT OF

9 UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY ATTRI BUTABLE TO

10 MCDI FI CATIONS | N THE BENEFI T PLAN GOVERNI NG THE PENSI ON
11 PLAN VWH CH WERE APPLI CABLE TO ACTI VE MEMBERS, SEPARATELY
12 | NDI CATI NG EACH AND DESI GNATI NG EACH BY THE PLAN YEAR | N
13 VWH CH THE BENEFI T PLAN MODI FI CATI ON WAS MADE EFFECTI VE.
14 (1'11)y THE REMAI NI NG BALANCE OF EACH | NCREMENT OF

15 UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY ATTRI BUTABLE TO

16 MCDI FI CATIONS | N THE BENEFI T PLAN GOVERNI NG THE PENSI ON
17 PLAN VWH CH WERE APPLI CABLE TO RETI RED MEMBERS AND OTHER
18 BENEFI T RECI PI ENTS, SEPARATELY | NDI CATI NG EACH AND

19 DESI GNATI NG EACH BY THE PLAN YEAR I N WHI CH THE BENEFI T
20 PLAN MODI FI CATI ON WAS MADE EFFECTI VE.
21 (1'V) THE REMAI NI NG BALANCE OF EACH | NCREMENT COF NET
22 UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY ATTRI BUTABLE TO
23 MCDI FI CATI ONS | N THE ACTUARI AL ASSUVPTI ONS USED TO
24 CALCULATE THE ACTUARI AL ACCRUED LI ABI LI TY OF THE PENSI ON
25 PLAN SEPARATELY | NDI CATI NG EACH AND DESI GNATI NG EACH BY
26 THE PLAN YEAR I N WH CH THE ACTUARI AL ASSUMPTI ON
27 MCDI FI CATI ON WAS MADE EFFECTI VE.
28 (V) THE REMAI NI NG BALANCE COF EACH | NCREMENT OR
29 DECREMENT OF NET UNFUNDED ACTUARI AL ACCRUED LI ABILITY
30 ATTRI BUTABLE TO NET ACTUARI AL EXPERI ENCE LOSSES OR GAI NS,

20030H2269B4218 - 16 -
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SEPARATELY | NDI CATI NG EACH AND DESI GNATI NG EACH BY THE
PLAN YEAR I N WHI CH THE ACTUARI AL EXPERI ENCE LOSS OR GAI N
WAS RECOGNI ZED.

(M) THE RENAI NI NG BALANCE OF EACH | NCREMENT OF

UNFUNDED ACTUARI AL ACCRUED LIABILITY ATTRI BUTABLE TO THE

PROVI SI ON OF SURVI VOR BENEFI TS PAYABLE UNDER SECTI ON

5(E)(2) OF THE ACT _OF MAY 29, 1956 (1955 P.L. 1804,

NO.600), REFERRED TO AS THE MUNI Cl PAL POLI CE PENSI ON LAW

SEPARATELY | NDI CATI NG EACH AND DESI GNATI NG EACH BY THE

YEAR I N WH CH THE ACTUARI AL EXPERI ENCE LGSS WAS

RECOGNI ZED.

THE | NI TI AL DETERM NATI ON OF THE UNFUNDED ACTUARI AL ACCRUED
LI ABI LI TY ATTRI BUTABLE TO A MODI FI CATI ON | N THE BENEFI T PLAN
GOVERNI NG THE PENSI ON PLAN OR TO A MODI FI CATI ON | N THE
ACTUARI AL ASSUMPTI ONS USED TO CALCULATE THE ACTUARI AL ACCRUED
LI ABI LI TY OF THE PENSI ON PLAN SHALL BE MADE BY CALCULATI NG
THE UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY OF THE PENSI ON PLAN
I N ACCORDANCE W TH THE BENEFI T PLAN PROVI SI ONS AND ACTUARI AL
ASSUMPTI ONS VHI CH VWERE | N EFFECT PRI OR TO THE MODI FI CATI ON
AND BY CALCULATI NG THE UNFUNDED ACTUARI AL ACCRUED LI ABILITY
OF THE PENSI ON PLAN | N ACCORDANCE W TH THE MODI FI CATI ON I N
THE PROVI SIONS OF THE BENEFI T PLAN GOVERNI NG THE PENS|I ON PLAN
OR THE ACTUARI AL ASSUMPTI ONS USED TO CALCULATE THE ACTUARI AL
ACCRUED LI ABILITY OF THE PENSI ON PLAN, WH CHEVER | S

APPLI CABLE, AND THE REMAI NI NG BENEFI T PLAN PROVI SI ONS AND
ACTUARI AL ASSUMPTI ONS. THE | NI TI AL DETERM NATI ON OF THE
UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY ATTRI BUTABLE TO AN
ACTUARI AL LOSS SHALL BE MADE | N CONJUNCTI ON W TH THE ANALYSI S
OF | NCREASES OR DECREASES | N THE UNFUNDED ACTUARI AL ACCRUED
LI ABI LI TY OF THE PENSI ON PLAN REQUI RED PURSUANT TO PARAGRAPH

20030H2269B4218 - 17 -
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(6).
(4) AN EXHI BIT OF ANY ADDI TI ONAL FUNDI NG COSTS
ASSOCI ATED W TH THE AMORTI ZATI ON OF ANY UNFUNDED ACTUARI AL
ACCRUED LI ABI LI TY OF THE PENSI ON PLAN, | NDI CATI NG FOR EACH
| NCREMENT OF UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY SPECI FI ED
| N PARAGRAPH (3), THE LEVEL ANNUAL DOLLAR CONTRI BUTI ON
REQUI RED TO PAY AN AMOUNT EQUAL TO THE ACTUARI AL ASSUVPTI ON
AS TO | NVESTMENT EARNI NGS APPLI ED TO THE PRI NCI PAL AMOUNT OF
THE REMAI NI NG BALANCE OF THE | NCREMENT OF UNFUNDED ACTUARI AL
ACCRUED LI ABI LI TY AND TO RETI RE BY THE APPLI CABLE
ANORTI ZATI ON TARGET DATE SPECI FIED I N TH' S PARAGRAPH THE
PRI NCI PAL AVOUNT OF THE REMAI NI NG BALANCE OF THE | NCREMENT OF
UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY. THE AMORTI ZATI ON TARGET
DATE APPLI CABLE FOR EACH TYPE OF | NCREMENT OF UNFUNDED
ACTUARI AL ACCRUED LI ABI LI TY SHALL BE AS FOLLOWS:
(1) (A INTHE CASE OF A PENSI ON PLAN ESTABLI SHED
ON OR PRI OR TO JANUARY 1, 1985 FOR THE UNFUNDED
ACTUARI AL ACCRUED LI ABI LI TY I N EXI STENCE AS OF THE
BEG NNI NG OF THE PLAN YEAR OCCURRI NG | N CALENDAR YEAR
1985, AT THE END OF THE PLAN YEAR OCCURRI NG | N
CALENDAR YEAR 2015; OR
(B) IN THE CASE OF A PENSI ON PLAN ESTABLI SHED
AFTER JANUARY 1, 1985, FOR THE UNFUNDED ACTUARI AL
ACCRUED LI ABI LI TY THEN OR SUBSEQUENTLY DETERM NED TO
BE OR TO HAVE BEEN | N EXI STENCE AS OF THE DATE OF THE
ESTABLI SHVENT OF THE PLAN, AT THE END OF THE PLAN
YEAR OCCURRI NG 30 YEARS AFTER THE CALENDAR YEAR I N
VH CH THE PENSI ON PLAN WAS ESTABLI SHED.
(11) | NCREVENT OR DECREMENT OF NET UNFUNDED
ACTUARI AL ACCRUED LI ABI LI TY ATTRI BUTABLE TO A CHANGE I N

20030H2269B4218 - 18 -
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ACTUARI AL ASSUMPTI ONS, AT THE END OF THE PLAN YEAR
OCCURRI NG 20 YEARS AFTER THE CALENDAR YEAR I'N VH CH
ACTUARI AL ASSUMPTI ON MODI FI CATI ON WAS EFFECTI VE.

(1'11) I NCREMENT OF NET UNFUNDED ACTUARI AL ACCRUED
LI ABI LI TY ATTRI BUTABLE TO A MADI FI CATI ON | N THE BENEFI T
PLAN APPLI CABLE TO ACTI VE MEMBERS, AT THE END OF THE PLAN
YEAR OCCURRI NG 20 YEARS AFTER THE CALENDAR YEAR I N VWH CH
THE BENEFI T PLAN MCDI FI CATI ON WAS EFFECTI VE.

(1'V) I NCREMENT OF UNFUNDED ACTUARI AL ACCRUED
LI ABI LI TY ATTRI BUTABLE TO A MADI FI CATI ON | N THE BENEFI T
PLAN APPLI CABLE TO RETI RED MEMBERS AND OTHER BENEFI T
RECI PI ENTS, AT THE END OF THE PLAN YEAR OCCURRI NG 10
YEARS AFTER THE CALENDAR YEAR IN VH CH THE BENEFI T PLAN
MCDI FI CATI ON WAS EFFECTI VE.

(V) I NCREMENT OR DECREMENT OF NET UNFUNDED ACTUARI AL
ACCRUED LI ABI LI TY ATTRI BUTABLE TO AN ACTUARI AL EXPERI ENCE
LGSS OR GAIN, AT THE END OF PLAN YEAR OCCURRI NG 15 YEARS
AFTER THE CALENDAR YEAR IN VH CH THE ACTUARI AL EXPERI ENCE
LOSS OR GAI N WAS RECOGNI ZED.

(M) I NCREMENT OF UNFUNDED ACTUARI AL _ACCRUED

LIABILITY ATTRI BUTABLE TO THE PROVI SI ON OF SURVI VOR

BENEFI TS PAYABLE UNDER SECTI ON 5(E) (2) OF THE MUNI Cl PAL

POLI CE PENSI ON LAW AT THE END OF THE PLAN YEAR OCCURRI NG

40 YEARS AFTER THE CALENDAR YEAR I N VWHI CH THE SURVI VOR

BENEFI TS WERE FI RST PAYABLE.

W TH RESPECT TO ANY APPLI CABLE PENSI ON PLAN OTHER THAN A PLAN
VWH CH COWPRI SES ALL OR PART OF A MODERATELY DI STRESSED OR A
SEVERELY DI STRESSED MUNI CI PAL PENSI ON SYSTEM | F THE

REMAI NI NG AVERAGE PERI OD BETWEEN THE CURRENT AVERAGE ATTAI NED
AGE OF ACTI VE MEMBERS AS OF THE VALUATI ON DATE AND THE LATER

20030H2269B4218 - 19 -
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OF THEI R EARLI EST AVERAGE NORMAL RETI REMENT AGE OR THEI R
AVERAGE ASSUVED RETI REMENT AGE |'S LESS THAN THE APPLI CABLE
PERI OD OR PERI ODS ENDI NG W TH THE AMORTI ZATI ON TARGET DATE OR
DATES SPECI FI ED | N SUBPARAGRAPH (1), (I1), (111) OR (V), THE
APPROPRI ATE AMORTI ZATI ON TARGET DATE FOR THE APPLI CABLE
SUBPARAGRAPH DETERM NED W TH REFERENCE TO THE LONGEST

APPLI CABLE REMAI NI NG AVERAGE PERI OD ROUNDED TO THE NEXT
LARGEST WHOLE NUVBER SHALL BE USED. W TH RESPECT TO ANY PLAN
YEAR BEG NNI NG AFTER DECEMBER 31, 1997, |IF, AS OF THE

BEG NNI NG OF THE PLAN YEAR, THE RATI O OF THE ACTUARI AL VALUE
OF ASSETS TO THE ACTUARI AL ACCRUED LI ABI LI TY EXCEEDS 0.70 AND
THE GOVERNI NG BODY OF THE MUNI Cl PALI TY HAS PASSED A

RESOLUTI ON TO | RREVOCABLY COMM T THE MUNI Cl PALI TY TO APPLY
THE LIM T ON THE ADDI TI ONAL FUNDI NG COSTS, AS PROVI DED

HEREI N, | N THE PREPARATI ON OF THE CURRENT AND ALL FUTURE

EXH Bl TS UNDER TH S PARAGRAPH, THEN THE SUM OF THE ADDI TI ONAL
FUNDI NG COSTS FOR SUBPARAGRAPHS (1), (I1), (111), (1V) AND
(V) ABOVE SHALL NOT EXCEED THE AMOUNT REQUI RED TO AMORTI ZE
THE REMAI NI NG UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY AS OF THE
BEG NNI NG OF THE PLAN YEAR OVER 10 YEARS | N LEVEL ANNUAL
DOLLAR CONTRI BUTI ONS. THE EXHI BI T SHALL | NDI CATE THE TOTAL
DOLLAR AMOUNT OF ADDI TI ONAL FUNDI NG COSTS ASSOCI ATED W TH THE
AMORTI ZATI ON OF ANY UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY OF
THE PENSI ON PLAN APPLI CABLE FOR THAT PLAN YEAR AND ANY
SUBSEQUENT PLAN YEAR OCCURRI NG PRI OR TO THE PREPARATI ON OF
THE NEXT REQUI RED ACTUARI AL VALUATI ON REPORT, VI CH SHALL BE
THE TOTAL OF THE ADDI TI ONAL FUNDI NG COSTS ASSOCI ATED W TH THE
AMORTI ZATI ON OF EACH | NCREMENT OF UNFUNDED ACTUARI AL ACCRUED
LI ABI LI TY. THE EXH BI T SHALL ALSO | NDI CATE THE PLAN YEAR | N
WHI CH ANY UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY OF THE PENSI ON
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PLAN WOULD BE FULLY AMORTI ZED | F THE TOTAL ANNUAL ADDI TI ONAL
FUNDI NG COST CALCULATED PURSUANT TO THI S PARAGRAPH WERE MET
CONTI NUOUSLY W THOUT | NCREASE OR DECREASE | N AMOUNT UNTI L THE
TOTAL UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY CURRENTLY EXI STI NG
WAS FULLY AMORTI ZED. | N CALCULATI NG THE ADDI TI ONAL FUNDI NG
COSTS ASSOCI ATED W TH THE AMORTI ZATI ON OF ANY UNFUNDED
ACTUARI AL ACCRUED LI ABI LI TY OF THE PENSI ON PLAN | N ANY PLAN
YEAR, ANY AMORTI ZATI ON CONTRI BUTI ON MADE | N THE | NTERVAL

SI NCE THE LAST ACTUARI AL VALUATI ON REPORT SHALL BE ALLOCATED
TO EACH TYPE OF | NCREMENT OF UNFUNDED ACTUARI AL ACCRUED

LI ABI LI TY I N PROPORTI ON TO THE REMAI NI NG DOLLAR AMOUNT OF
EACH TYPE.

(5) AN EXHI BI T OF THE TOTAL ADM NI STRATI VE COST OF THE
PENSI ON PLAN FOR THE PLAN YEAR OCCURRI NG | MVEDI ATELY PRI OR TO
THE PLAN YEAR FOR WHI CH THE ACTUARI AL VALUATI ON REPORT IS
MADE.

(6) AN EXHI BI T CONTAI NI NG AN ANALYSI S OF THE | NCREASE OR
DECREASE | N THE UNFUNDED ACTUARI AL ACCRUED LI ABI LI TY OF THE
PENSI ON PLAN SI NCE THE MOST RECENT PRI OR ACTUARI AL VALUATI ON
REPORT, | NCLUDI NG SPECI FI CALLY AN | NDI CATI ON OF | NCREASES OR
DECREASES DUE TO THE FOLLOW NG

(1) MODI FI CATI ONS | N THE BENEFI T PLAN OR PLANS OF

THE PENSI ON PLAN.

(11) CHANGES | N ACTUARI AL ASSUVPTI ONS.
(111) DEVIATIONS I N THE ACTUAL EXPERI ENCE OF THE

PENSI ON PLAN FROM THE EXPERI ENCE EXPECTED BY VI RTUE OF

THE ACTUARI AL ASSUMPTI ONS.

(1V) PRESENCE OR ABSENCE OF PAYMENTS TO AMORTI ZE THE

UNFUNDED ACCRUED LI ABI LI TY OF THE PENSI ON PLAN.

(V) OTHER REASONS.
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1 THE ANALYSI S SHALL BE BASED ON THE BEST PROFESSI ONAL JUDGVENT
2 OF THE APPROVED ACTUARY REACHED AFTER PREPARI NG THE VARI OQUS

3 APPLI CABLE ACTUARI AL EXHI BI TS OF THE ACTUARI AL VALUATI ON

4 REPORT. IF, IN THE OPI NIl ON OF THE APPROVED ACTUARY, THE

5 I NCLUSI ON OF ANY PORTI ON OF THI S | NFORVATI ON | S NOT

6 APPROPRI ATE, THAT PORTI ON OF THE ANALYSI S MAY BE OM TTED W TH
7 THE PROVI SI ON OF ADEQUATE EXPLANATI ON OR JUSTI FI CATI ON OF THE
8 APPROPRI ATENESS OF THE OM SSI ON.

9 (7) AN EXH BIT SUMVARI ZI NG THE ECONOM C AND DEMOGRAPHI C
10 ACTUARI AL ASSUMPTI ONS USED | N THE PREPARATI ON OF THE
11 ACTUARI AL EXHI BI TS.
12 (8) A SUMVARY OF THE PRI NCI PAL PROVI SIONS OF THE BENEFI T
13 PLAN OF THE PENSI ON PLAN UPON VWHI CH THE ACTUARI AL EXHI BI TS
14 ARE BASED.

15 * x %

16 SECTION 4. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:

17 SECTION 209. CERTI FI CATI ON OF MUNI Cl PAL PENSI ON COSTS.

18 THE COWM SSI ON SHALL DETERM NE ANNUALLY THE ACTUAL FI NANCI AL
19 REQUI REMENT FOR EACH MUNI Cl PAL_PENSI ON PLAN BASED ON THE DATA
20 CONTAINED I'N THE MOST RECENT COVPLETE REPORT REQUI RED TO BE
21 FILED BY THE MUNI CI PALI TY PURSUANT TO THI S CHAPTER AND SHALL
22 CERTIFY ANNUALLY TO THE AUDI TOR GENERAL THE ACTUAL FI NANCI AL
23 REQUI REMENTS FOR EACH MUNI Cl PAL_PENSI ON PLAN BASED ON THE DATA
24 CONTAINED IN THE MOST RECENT ACTUARI AL VALUATI ON REPORT REQUI RED
25 TO BE FILED BY THE MUNI Cl PALI TY PURSUANT TO TH S CHAPTER. THE
26 AUDI TOR GENERAL SHALL USE THE DATA CERTI FI ED BY THE COWM SS| ON
27 TO | MPLEMENT THE PROVI SI ONS OF SECTI ON 402(F) (2).
28 SECTI ON 5. SECTI ON 302(B) (2) OF THE ACT, AMENDED DECEMBER

29 18, 1990 (P.L.753, NO 189), IS AMENDED TO READ:
30 SECTION 302. M N MUM FUNDI NG STANDARD; DEFI NED BENEFI T PLANS
20030H2269B4218 - 22 -



1 SELF- 1 NSURED | N WHOLE OR I N PART.

2 * x %

3 (B) FINANCI AL REQUI REMENTS OF THE PENSI ON PLAN. - -

4 * x %

5 (2) THE NORVAL COST AND ADM NI STRATI VE EXPENSE

6 REQUI REMENTS FOR THE FOLLOW NG PLAN YEAR SHALL BE EXPRESSED

7 AS A DOLLAR AMOUNT AND SHALL BE DETERM NED BY APPLYI NG THE

8 NCRVAL COST OF THE BENEFI T PLAN AND THE ADM NI STRATI VE

9 EXPENSE PAYABLE FROM THE ASSETS ATTRI BUTABLE TO THE BENEFI T
10 PLAN, AS REPCRTED I N THE ACTUARI AL VALUATI ON REPORT OF THE

11 PENSI ON PLAN AND EXPRESSED AS A PERCENTAGE OF PAYROLL, TO THE
12 PAYROLL OF THE ACTI VE MEMBERSH P OF THE PENSI ON PLAN AS OF

13 THE DATE THE FI NANCI AL REQUI REMENTS OF THE PENSI ON PLAN ARE
14 DETERM NED. | N EXPRESSI NG THE NORVAL COST AND ADM NI STRATI VE
15 EXPENSE REQUI REMENTS AS A DOLLAR AMOUNT, THE MUNICI PALITY

16 SHALL EXCLUDE THE COVMPENSATI ON OF ALL | ROP PARTI Cl PANTS FROM
17 THE PAYROLL OF THE ACTI VE MEMBERSHI P OF THE PENSI ON PLAN.

18 * x %

19 SECTI ON 6. SECTI ON 402(E)(2) OF THE ACT IS AMENDED TO READ
20 SECTION 402. REVISION OF FI NANCI NG FROM STATE REVENUE SOURCES;
21 GENERAL MUNI Cl PAL PENSI ON SYSTEM STATE Al D

22 PROGRAM

23 * x %

24 (E) ALLOCATI ON OF GENERAL MUNI Cl PAL PENSI ON SYSTEM STATE

25 AID.--

26 * x %

27 (2) THE APPLI CABLE NUMBER COF UNI TS SHALL BE ATTRI BUTABLE
28 TO EACH ACTI VE EMPLOYEE WHO WAS EMPLOYED ON A FULL-TI ME BASI S
29 FOR A M N MUM OF SI X CONSECUTI VE MONTHS PRI OR TO DECEMBER 31
30 PRECEDI NG THE DATE OF CERTI FI CATI ON AND WHO WAS PARTI Cl PATI NG
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1 I N A PENSI ON PLAN MAI NTAI NED BY THAT MUNI CI PALI TY, PROVI DED
2 THAT THE MUNI Cl PALI TY MAI NTAI NS A GENERALLY APPLI CABLE
3 PENSI ON PLAN FOR THAT TYPE OF EMPLOYEE VH CH WAS El THER
4 ESTABLI SHED ON OR PRI OR TO DECEMBER 31, 1984, OR |IF
5 ESTABLI SHED AFTER DECEMBER 31, 1984, HAS BEEN MAI NTAI NED BY
6 THAT MUNI CI PALI TY FOR AT LEAST THREE PLAN YEARS. FOR THE
7 PURPOSE OF COVPUTI NG AND REPORTI NG THE APPLI CABLE NUMBER OF
8 UNIL TS, AN | ROP PARTI Cl PANT_SHALL NOT BE REPORTED TO THE
9 AUDI TOR GENERAL _AS AN ACTI VE EMPLOYEE. THE APPLI CABLE NUMBER
10 OF UNI TS PER EMPLOYEE ATTRI BUTABLE TO EACH ELI G BLE RECI PI ENT
11 COUNTY OF THE SECOND CLASS SHALL BE TWO UNI TS FOR EACH PQOLI CE
12 OFFI CER. THE APPLI CABLE NUMBER OF UNI TS ATTRI BUTABLE TO EACH
13 ELI G BLE RECI PI ENT CI TY, BOROUGH, | NCORPORATED TOWN AND
14 TOMSH P SHALL BE AS FOLLOWG:
15 (1) POLICE OFFI CER - TWO UNITS.
16 (I'l') FIREFIGHTER - TWO UNI TS.
17 (1'r1) EMPLOYEE OTHER THAN POLI CE OFFI CER OR
18 FI REFI GHTER - ONE UNIT.
19 * x %
20 SECTION 7. THE ACT IS AMENDED BY ADDI NG A CHAPTER TO READ:
21 CHAPTER 11
22 I N- SERVI CE RETI REMENT OPTI ON PLANS LAW
23 SUBCHAPTER A
24 PRELI M NARY PROVI SI ONS

25 SECTION 1101. SHORT TITLE.

26 TH S CHAPTER SHALL BE KNOWN AND MAY BE CITED AS THE | N-

27 SERVI CE RETI REMENT OPTI ON PLANS LAW

28 SECTION 1102. DECLARATI ON OF PURPOSE.

29 IT 1S THE PURPOSE OF THI S CHAPTER TO PROVI DE FOR AN | N

30 SERVICE RETI REMENT OPTI ON PLAN UNDER VWHI CH AN ELI G BLE MEMBER OF
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THE LOCAL GOVERNMENT' S RETI REMENT SYSTEM MAY ELECT TO

PARTI CI PATE | N AN | ROP, DEFER RECEI PT_OF RETI REMENT SYSTEM

BENEFI TS AND CONTI NUE EMPLOYMENT W TH THE LOCAL GOVERNMENT.

SECTI ON 1103. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S CHAPTER

SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"NORVAL RETI REMENT BENEFIT." THE RETI REMENT BENEFI T PAYABLE

TO A MEMBER OF A DEFI NED BENEFI T _PENSI ON PLAN ON OR AFTER THE

DATE ON VHI CH THE MEMBER FI RST SATI SFI ES THE AGE AND SERVI CE

REQUI REMENTS FOR FULL, UNREDUCED RETI REMENT BENEFI TS, | NCLUDI NG

SUPPLEMENTAL AMOUNTS PROVI DED TO THE MEMBER AFTER RETI REMENT AS

COST- OF- LI VI NG | NCREASES.

" SUBSI DI ARY | ROP_PARTI CI PANT ACCOUNT. " THE SEPARATE,

| NTEREST- BEARI NG, SUBSI DI ARY | ROP_PARTI Cl PANT ACCOUNT

ESTABLI SHED FOR AN | ROP_PARTI Cl PANT_UNDER SECTI ON 1121.

SECTI ON 1104. EMPLOYMENT STATUS.

PARTI CI PATION I N AN | ROP_ DOES NOT GUARANTEE THE | ROP

PARTI Cl PANT' S EMPLOYMENT_BY THE LOCAL GOVERNVENT DURI NG THE

SPECI FI ED PERI GO OF THE | ROP.

SUBCHAPTER B

GENERAL _PROVI SI ONS

SECTION 1111. ESTABLI SHVENT OF | ROP.

(A)  LOCAL GOVERNMENTS. - - A LOCAL GOVERNMENT THAT HAS

ESTABLI SHED OR NMAI NTAINS A DEFI NED BENEFI T PENSI ON PLAN FOR A

GROUP_OF I TS EMPLOYEES VWHICH IS SELF-1NSURED N VHOLE OR | N PART

UNDER SECTI ON 202(B), EXCEPT FOR A LOCAL GOVERNMENT THAT HAS

JO NED THE PENNSYLVANI A MUNI Cl PAL RETI REMENT SYSTEM _VAY

ESTABLI SH BY ORDI NANCE AN | ROP FOR THOSE EMPLOYEES AS PART OF

THE PENSI ON PLAN. THE ORDI NANCE ESTABLI SHI NG THE | ROP SHALL
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SPECI FY A UNI FORM PARTI Cl PATI ON PERIOD FOR THE | ROP_THAT | S NOT

MORE_THAN FI VE YEARS | N DURATI ON.

(B) PVMRS PARTI Cl PANTS. - - A LOCAL GOVERNMENT THAT HAS

ESTABLI SHED OR NMAI NTAINS A DEFI NED BENEFI T PLAN FOR A GROUP_OF

| TS EMPLOYEES VHICH IS SELF-1NSURED I N WHOLE OR I N PART UNDER

SECTI ON 202(B) AND HAS JO NED THE PENNSYLVANI A MUNI CI PAL

RETI REMENT SYSTEM MVAY ESTABLI SH AN | ROP FOR THOSE EMPLOYEES AS A

PART _OF THE PENSI ON PLAN ONLY THROUGH PARTI CI PATION I N THE | ROP

ESTABLI SHED AND ADM NI STERED BY THE PENNSYLVANI A MUNI Cl PAL

RETI REMENT SYSTEM

(C©) PMRS STANDARDS. - - THE PENNSYLVANI A MUNI Cl PAL_RETI REMENT

BOARD SHALL ESTABLI SH AN | ROP FOR LOCAL GOVERNVENT- DEFI NED

BENEFI T PENSI ON PLANS THAT HAVE JO NED THE PENNSYLVANN A

MUNI CI PAL_RETI REMENT SYSTEM THE | ROP_SO ESTABLI SHED SHALL BE

UNILFORM N COVPLI ANCE W TH THE PROVI SIONS OF TH S CHAPTER, OPEN

TO ANY LOCAL GOVERNVENT AND APPLI CABLE TO ANY OF THE DEFI NED

BENEFI T _PENSI ON PLANS ADM NI STERED BY THE PENNSYLVANI A MUNI Cl PAL

RETI REMENT SYSTEM

SECTION 1112. ELIGBILITY O MEMBER TO PARTI Cl PATE | N | ROP.

AN ACTI VE MEMBER OF A LOCAL GOVERNMENT RETI REMENT SYSTEM THAT

HAS AN | ROP AS A PART OF | TS DEFI NED BENEFI T PENSI ON PLAN VWHO | S

ELI G BLE FOR A NORVAL RETI REMENT BENEFI T UNDER THE PENSI ON PLAN

OR WLL BE ELIG BLE FOR A NORVAL RETI REMENT BENEFI T _UNDER THE

PENSI ON PLAN PRI OR TO PARTICIPATION IN THE IROP IS ELIG@ BLE TO

PARTI CI PATE IN THE 1 ROP BY FILING A VWRI TTEN APPLI CATI ON W TH THE

RETI REMENT SYSTEM AT LEAST 30 DAYS BEFORE THE MEMBER S EFFECTI VE

DATE OF RETI REMENT.

SECTION 1113. PARTICIPATION I N | ROP.

(A) ELECTION BY AN ACTIVE MEMBER --AN ELI G BLE ACTI VE MEMBER

MAY ELECT TO PARTICI PATE IN AN ROP FOR THE PERI GD SPECI FIED I N
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1 THE ORDI NANCE ESTABLI SHI NG THE | ROP

2 (B) 1 ROP PARTI Cl PATI ON ELECTI ON. - - UPON DECI DI NG TO

3 PARTICIPATE IN AN ROP, A MEMBER SHALL SUBM T ON FORMS PROVI DED
4 AND REQUI RED BY THE RETI REMENT SYSTEM

5 (1) A BINDI NG AND | RREVOCABLE LETTER OF RESI GNATI ON FROM
6 REGULAR ENMPLOYMENT W TH THE LOCAL GOVERNVENT THAT DI SCLOSES
7 THE MEMBER S | NTENT TO RETI RE AND SPECI FI ES THE MEMBER S

8 RETI REMENT DATE

9 (2) AN | RREVOCABLE WRI TTEN ELECTI ON TO PARTI Cl PATE I N
10 THE | ROP_THAT:

11 (1) DETAILS AN | ROP PARTI Cl PANT' S RI GHTS AND

12 OBLI GATI ONS UNDER THE | ROP

13 (1) I NCLUDES AN AGREEMENT TO FORGO

14 (A) ACTI VE MEMBERSHI P I N THE RETI REMENT SYSTEM
15 (B) ANY GROMH IN THE SALARY BASE USED FOR

16 CALCULATI NG THE REGULAR RETI REMENT BENEFI T.

17 (G ANY ADDITI ONAL BENEFI T ACCRUAL FOR

18 RETI REMENT PURPGOSES.

19 (11'1) SPEC FIES THE EFFECTI VE DATE OF | ROP

20 PARTI Cl PATI ON THAT SHALL BE THE DAY AFTER THE SPECI FI ED
21 RETI REMENT DATE

22 (1V)  SPECIFIES THE | ROP TERM NATI ON DATE THAT

23 SATI SFIES THE LI M TATION I N SUBSECTI ON (A).

24 (3) ANY OTHER | NFORVATI ON REQUI RED BY THE RETI REMENT

25 SYSTEM

26 (©) 1 ROP_TERM NATI ON. - -

27 (1) AN | ROP PARTI Cl PANT NAY CHANGE THE | ROP TERM NATI ON
28 DATE TO AN EARLI ER DATE WTHI N THE LI M TATI ONS_COF SUBSECTI ON
29 (A). NO PENALTY SHALL BE | MPOSED FOR EARLY TERM NATI ON OF

30 | ROP_PARTI Cl PATI ON
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1 (2) UPON ElI THER EARLY OR REGULAR TERM NATI ON CF | ROP

2 PARTI Cl PATI ON

3 (1) THE I ROP PARTI Cl PANT _SHALL BE SEPARATED FROM

4 EMPLOYMENT BY THE LOCAL GOVERNMENT.

5 (1) THE RETI REMENT SYSTEM SHALL PAY THE BALANCE | N

6 THE | ROP_PARTI Cl PANT' S SUBSI DI ARY | ROP_PARTI Cl PANT

7 ACCOUNT _TO THE TERM NATI NG | ROP_PARTI Cl PANT AS PROVI DED

8 N SECTION 1114(D).

9 (1) THE 1 ROP PARTICI PANT SHALL BE I NELIG BLE TO
10 REENROLL IN THE | ROP THEREAFTER EVEN | F THE FORMER | ROP
11 PARTI CI PANT | S REEMPLOYED BY THE LOCAL GOVERNMENT W TH
12 RENEWED ACTI VE MEMBERSHI P IN THE RETI REMENT SYSTEM
13 SECTION 1114. BENEFI TS PAYABLE UNDER | ROP
14 (A) FI XING RETI REMENT BENEFI T, RETI REMENT DATE, RETI REMENT
15 BENEFI TS AND | ROP DATES. - - EFFECTIVE W TH THE DATE OF
16 RETIREMENT, VWH CH SHALL BE THE DAY BEFORE THE EFFECTI VE DATE OF
17 1 ROP _PARTICI PATI ON, THE MEMBER' S MONTHLY, NORVAL RETI REMENT
18 BENEFI T UNDER THE PENSI ON PLAN, THE MEMBER S EFFECTI VE DATE OF
19 RETI REMENT AND THE MEMBER S EFFECTI VE DATES OF BEG NNI NG AND
20 TERM NATI NG EMPLOYMENT AS AN | ROP PARTI Cl PANT_SHALL BE FI XED.

21 (B) EFFECTI VE DATES CF | ROP_PARTI Cl PATI ON. - -

22 (1) A RETIRED MEMBER S EFFECTI VE DATE OF PARTI Cl PATI ON
23 IN AN IROP SHALL BEG N THE DAY FOLLOW NG THE EFFECTI VE DATE
24 OF THE MEMBER S REGULAR RETI REMENT.

25 (2) A RETIRED MEMBER S PARTICI PATION IN AN | ROP SHALL
26 END ON THE LAST DAY OF THE PARTI Cl PATI ON PERI GD SPECIFIED I N
27 THE ORDI NANCE ESTABLI SHING THE | ROP THAT IS I N EFFECT ON THE
28 EFFECTI VE DATE OF THE RETI RED MEMBER S PARTI Cl PATION I N THE
29 I ROP.

30 (C©) TREATMENT OF NORVAL RETI REMENT BENEFI T PAYMENTS AND

20030H2269B4218 - 28 -



© 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

ACCRUALS. --ALL OF THE RETI RED MEMBER' S MONTHLY, NORVAL

RETI REMENT BENEFI T AND | NTEREST THEREON AT THE ASSI GNED RATE

SHALL BE CREDI TED TO THE | ROP PARTI Cl PANT' S SUBSI DI ARY | ROP

PARTI Cl PANT _ACCOUNT | N THE PENSI ON TRUST FUND AND A SEPARATE

ACCOUNTI NG OF THE | ROP_PARTI Cl PANT' S ACCRUED BENEFI T

ACCUMULATI ON UNDER THE | ROP SHALL BE CALCULATED ANNUALLY AND

PROVI DED TO THE | ROP PARTI Cl PANT.

(D) PAYMENT OF | ROP BENEFITS. - - ON THE EFFECTI VE DATE OF AN

| ROP_PARTI CI PANT' S TERM NATI ON OF EMPLOYMENT W TH THE LOCAL

GOVERNMVENT AS AN | ROP PARTI Cl PANT, PARTICI PATION IN THE | ROP

SHALL CEASE AND THE RETI REMENT SYSTEM SHALL CALCULATE AND PAY TO

THE PARTI Cl PANT THE PARTI Cl PANT' S TOTAL ACCUMJULATED | ROP

BENEFI TS IN THE | ROP PARTI Cl PANT' S SUBSI DI ARY | ROP_PARTI Cl PANT

ACCOUNT SUBJECT TO THE FOLLOW NG PROVI SI ONS:

(1) EXCEPT AS PROVIDED I N PARAGRAPH (2), THE TERM NATI NG

| ROP_PARTICI PANT OR, |F DECEASED, THE PARTI Cl PANT' S NAMED

BENEFI Cl ARY SHALL ELECT ON A FORM PROVI DED BY THE RETI REMENT

SYSTEM TO RECEI VE PAYMENT OF THE | ROP BENEFI TS | N ACCORDANCE

WTH ONE OF THE FOLLOW NG OPTI ONS:

(1) THE BALANCE I N THE | ROP_PARTI Cl PANT' S SUBSI DI ARY

| ROP_PARTI Cl PANT ACCOUNT_LESS W THHOLDI NG TAXES, | F ANY,

REM TTED TO THE | NTERNAL REVENUE SERVI CE SHALL BE PAI D

WTH N 45 DAYS BY THE RETI REMENT SYSTEM FROM THE ACCOUNT

TO THE | ROP_PARTI Cl PANT_OR SURVI VI NG BENEFI Cl ARY.

(1) THE BALANCE IN THE | ROP PARTI Cl PANT' S

SUBSI DI ARY | ROP_PARTI Cl PANT_ACCOUNT SHALL BE PAID WTHI N

45 DAYS BY THE RETI REMENT SYSTEM FROM THE ACCOUNT

DI RECTLY TO THE CUSTODI AN OF AN ELI G BLE RETI REMENT PLAN

AS DEFI NED I N SECTI ON 402(C) (8)(B) OF THE | NTERNAL

REVENUE CODE OF 1986 (PUBLIC LAW99-514, 26 U.S.C. 8 1 ET
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1 SEQ ), OR INTHE CASE OF AN ELI G BLE ROLLOVER

2 DI STRIBUTI ON TO THE SURVI VI NG SPOUSE OF A DECEASED | ROP
3 PARTI CI PANT, AN ELI G BLE RETI REMENT PLAN THAT IS AN

4 I NDI VI DUAL RETI REMENT ACCOUNT_ OR AN | NDI VI DUAL RETI REMENT
5 ANNUI TY AS DESCRIBED I N SECTI ON 402(C)(9) OF THE | NTERNAL
6 REVENUE CODE

7 (2) |F THE | ROP _PARTI Cl PANT OR BENEFI CI ARY FAILS TO

8 ELECT A METHOD OF PAYMENT W THI N 60 DAYS AFTER THE

9 PARTI Cl PANT' S TERM NATI ON DATE, THE RETI REMENT SYSTEM SHALL
10 PAY THE BALANCE AS A LUVP SUM AS PROVI DED | N PARAGRAPH (1).
11 (3)  THE FORM OF PAYMENT SELECTED BY THE | ROP PARTI Cl PANT
12 OR SURVI VI NG BENEFI CI ARY SHALL COVPLY WTH THE M NI MUM

13 DI STRI BUTI ON REQUI REVENTS OF THE | NTERNAL REVENUE CODE

14 (E) TAXATI ON, ATTACHVENT AND ASSI GNMVENT OF | ROP

15 PARTI Cl PANT' S ACCOUNT. - -

16 (1) EXCEPT AS PROVIDED I N PARAGRAPHS (2), (3) AND (4),
17 THE RIGHT OF AN | ROP PARTI Cl PANT_TO ANY BENEFI T OR RI GHT

18 ACCRUED OR ACCRUI NG UNDER THE PROVI SIONS OF TH S CHAPTER AND
19 THE MONEYS I N THE | ROP_PARTI Cl PANT' S SUBSI DI ARY | ROP
20 PARTI Cl PANT ACCOUNT ARE EXEMPT FROM ANY STATE OR MUNI Cl PAL
21 TAX, LEVY AND SALE, GARNI SHMVENT, ATTACHVENT, SPOUSE' S
22 ELECTI ON OR ANY OTHER PROCESS VWHATSOEVER
23 (2) RIGATS UNDER THI S CHAPTER SHALL BE SUBJECT TO
24 FORFEI TURE_AS PROVI DED BY THE ACT OF JULY 8, 1978 (P.L.752,
25 NO. 140), KNOWN AS THE PUBLI C EMPLOYEE PENSI ON FORFEI TURE ACT.
26 FORFEI TURES UNDER THI S SUBSECTI ON OR UNDER ANY_ OTHER
27 PROVI SI ON OF LAW MAY NOT_BE APPLI ED TO | NCREASE THE BENEFI TS
28 THAT ANY | ROP PARTI Cl PANT OTHERW SE WOULD RECEI VE UNDER THI' S
29 CHAPTER.
30 (3) RIGATS UNDER THI S CHAPTER SHALL BE SUBJECT TO
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ATTACHVENT |N FAVOR OF AN ALTERNATE PAYEE AS SET FORTH IN A

QUALI FI ED DOVESTI C RELATI ONS ORDER.

(4) UNDER SUBSECTION (D) (1)(ll), A DI STRIBUTEE MAY ELECT

TO HAVE AN ELI G BLE ROLLOVER DI STRI BUTI ON PAID DI RECTLY TO AN

ELI G BLE RETI REMENT PLAN BY WAY OF A DI RECT ROLLOVER. FOR

PURPOSES OF THI S PARAGRAPH, A "DI STRI BUTEE" | NCLUDES AN | ROP

PARTI Cl PANT, AN | ROP PARTI Cl PANT' S DESI GNATED BENEFI Cl ARY_ AND

AN | ROP PARTI Cl PANT' S FORMER SPOUSE VHO | S AN ALTERNATE PAYEE

UNDER A QUALI FI ED DOVESTI C RELATI ONS ORDER. FOR PURPCSES OF

TH' S PARAGRAPH, "ELIGE BLE ROLLOVER DI STRI BUTI ON' HAS THE

MEANI NG G VEN THE TERM BY SECTI ON 402(F) (2) (A) OF THE

| NTERNAL REVENUE CODE, EXCEPT THAT A QUALIFIED TRUST SHALL BE

CONSI DERED AN ELI G BLE RETI REMENT PLAN ONLY ITF I T ACCEPTS THE

DI STRIBUTEE' S ELI G BLE ROLLOVER DI STRIBUTI ON AND, I N THE CASE

OF AN ELI G BLE ROLLOVER DI STRI BUTI ON TO A SURVI VI NG SPOUSE,

AN ELI G BLE RETI REMENT PLAN IS AN "I NDI VI DUAL RETI REMENT

ACCOUNT" OR AN "1 NDI VI DUAL_RETI REMENT_ANNUI TY" AS THOSE TERMS

ARE DEFINED I N SECTI ON 408(A) AND (B) OF THE | NTERNAL REVENUE

(F) EFFECT OF DI SABILITY PENSI ON BENEFITS. --1F_ AN | ROP

PARTI CI PANT BECOVES ELI G BLE FOR A DI SABI LI TY PENSI ON BENEFI T

AND TERM NATES EMPLOYMENT, THE MONTHLY NORVAL RETI REMENT BENEFI T

OF THE | ROP_PARTI Cl PANT_SHALL TERM NATE.

(G _ ELIGBILITY FOR ACTI VE MEMBER BENEFI TS. - - EXCEPT FOR

THOSE BENEFI TS _SPECI FI ED UNDER SECTI ON 1113(B)(2)(11) AS FORGONE

BY THE MEMBER, AN | ROP PARTI Cl PANT SHALL BE ELI G BLE FOR ANY

EMPLOYEE BENEFI TS PROVI DED TO ACTI VE EMPLOYEES BEFORE RETI REMENT

AS SET FORTH IN THE ORDI NANCE | NSTI TUTI NG THE | ROP.

(H_ ELIGBILITY FOR BENEFI TS OTHERW SE PROVI DED BY LAW -- AN

| ROP_PARTI CI PANT SHALL BE ELI G BLE FOR ALL PRERETI REMENT

20030H2269B4218 - 31 -



© 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

BENEFI TS FOR EMPLOYEES OTHERW SE PROVI DED BY LAW | NCLUDI NG _BUT

NOT LIMTED TO, BENEFI TS UNDER THE ACT OF JUNE 2, 1915 (P.L. 736,

NO. 338), KNOWN AS THE WORKERS' COWMPENSATI ON ACT; THE ACT OF JUNE

28, 1935 (P.L.477, NO 193), REFERRED TO AS THE ENFORCEMENT

OFFI CER DI SABILITY BENEFITS LAW THE ACT OF DECEMBER 5, 1936

(2ND SP. SESS., 1937 P.L.2897, NO. 1), KNOMW AS THE UNEMPLOYMENT

COVPENSATI ON LAW THE ACT OF JUNE 24, 1976 (P.L.424, NO 101),

REFERRED TO AS THE EMERCGENCY AND LAW ENFORCEMENT PERSONNEL DEATH

BENEFI TS ACT; AND THE PUBLI C SAFETY OFFI CERS' BENEFI T ACT OF

1976 (PUBLIC LAW94-430, 42 U.S.C. 8§ 90 STAT. 1347).

SECTI ON 1115. DEATH BENEFI TS UNDER | ROP.

(A) 1 ROP BENEFI TS FOR NAMED BENEFI Cl ARY.--1F AN | ROP

PARTI CI PANT DI ES, THE | ROP PARTI Cl PANT' S NAMED BENEFI Cl ARY SHALL

BE ENTI TLED TO APPLY FOR AND RECEI VE THE BENEFI TS ACCRUED | N THE

| ROP_PARTI Cl PANT' S SUBSI DI ARY | ROP_PARTI Cl PANT_ACCOUNT _AS

PROVI DED I N SECTION 1114(D).

(B) FINAL CREDI TED MONTHLY RETI REMENT BENEFI T. - - THE MONTHLY

RETI REMENT SYSTEM BENEFI T ACCRUED I N THE | ROP_PARTI Cl PANT' S

SUBSI DI ARY | ROP_PARTI Cl PANT_ACCOUNT DURI NG THE MONTH OF AN | ROP

PARTI Cl PANT' S DEATH SHALL BE THE FI NAL MONTHLY RETI REMENT_ SYSTEM

BENEFI T CREDI TED FOR | ROP_PARTI Cl PATI ON.

(O IROP ELIGBILITY TERM NATES UPON PARTI Cl PANT' S DEATH. - -

AN | ROP PARTICIPANT'S ELIGBILITY TO PARTI Cl PATE I N THE | ROP

TERM NATES UPON THE DEATH OF THE | ROP PARTI CI PANT. | F AN | ROP

PARTI CI PANT DI ES ON OR AFTER THE EFFECTI VE DATE OF PARTI Cl PATI ON

IN THE | ROP BUT BEFORE THE MONTHLY RETI REMENT SYSTEM BENEFI T OF

THE PARTI Cl PANT ACCRUABLE FOR THE MONTH HAS ACCRUED I N THE | ROP

PARTI Cl PANT' S_SUBSI DI ARY_ | ROP_PARTI Cl PANT ACCOUNT, THE LOCAL

GOVERNMVENT SHALL PAY THE MONTHLY RETI REMENT SYSTEM BENEFI TS AS

THOUGH THE PARTI Cl PANT HAD NOT_ELECTED | ROP_PARTI Cl PATI ON_AND
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HAD DI ED AFTER THE MEMBER S EFFECTI VE DATE OF RETI REMENT BUT

BEFORE RECEI PT OF THE RETI RED MEMBER S FI RST REGULAR RETI REMENT

BENEFI T.

(D) SURVI VORS | NELI G BLE FOR ACTI VE MEMBER S DEATH

BENEFI T. - - EXCEPT_AS PROVI DED I N SUBSECTION (E), THE SURVI VORS OF

AN | ROP PARTI Cl PANT WHO DI ES SHALL NOT BE ELI G BLE TO RECEI VE

RETI REMENT SYSTEM DEATH BENEFI TS PAYABLE I N THE EVENT OF THE

DEATH OF AN ACTI VE MEMBER

(E) 1 ROP PARTI CI PANT KILLED I'N SERVI CE. --1F_OTHERW SE

QUALI FIED AS A FAM LY MEMBER UNDER THE ACT OF MNAY 29, 1956 (1955

P.L.1804, NO 600), REFERRED TO AS THE MUNI Cl PAL POLI CE PENSI ON

LAW THE NAVMVED BENEFI CI ARY OF AN | ROP PARTI CI PANT WHO IS KILLED

IN SERVICE SHALL BE ENTITLED TO APPLY FOR AND RECEI VE A

RECALCULATI ON FOR PAYMENT OF SURVI VOR BENEFI TS AT 100% OF THE

| ROP_PARTI CI PANT' S SALARY AS FI XED AT_THE PARTI CI PANT' S DATE OF

RETI REMENT.

SECTI ON 1116. SUBSEQUENT EMPLOYMENT AND RENEWAL OF ACTI VE

VEMBERSHI P.

AFTER BOTH THE TERM NATI ON OF THE | ROP _PARTI Cl PANT' S

EMPLOYMENT AS AN | ROP PARTI Cl PANT BY THE LOCAL_ GOVERNVENT AND

THE EXPI RATI ON OF THE | ROP PARTI Cl PATION PERI GD, A FORMER | RCP

PARTI CI PANT _SHALL BE SUBJECT TO SUCH REEMPLOYMENT LI M TATI ONS AS

OTHER RETI RED MEMBERS AND SHALL BE EL|I G BLE FOR RENEWED

VEMBERSHI P AS AN ACTI VE MEMBER IN THE LOCAL GOVERNMENT

EMPLOYEES' RETI REMENT SYSTEM

SUBCHAPTER C

ADM NI STRATI VE PROVI SI ONS

SECTI ON 1121. | ROP PARTI Cl PANT ACCOUNT.

(A) CENERAL RULE.--1F A LOCAL GOVERNMENT CREATES AN IROP, IT

SHALL ESTABLI SH AN | ROP PARTI Cl PANT ACCOUNT AS AN | NTEREST-
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BEARI NG LEDGER ACCOUNT I N I'TS PENSI ON TRUST FUND. THE ACCOUNT

BALANCE SHALL BE ACCOUNTED FOR SEPARATELY BUT NEED NOT BE

PHYSI CALLY SEGREGATED FROM OTHER PENSI ON TRUST FUND ASSETS.

(B) SUBSI DI ARY | ROP _PARTI Cl PANT ACCOUNTS. - - A SEPARATE

| NTEREST- BEARI NG SUBSI DI ARY | ROP_PARTI Cl PANT ACCOUNT SHALL BE

ESTABLI SHED FOR EACH | ROP_PARTI CI PANT. VWHILE A RETIRED MEMBER | S

EMPLOYED AS AN | ROP PARTI Cl PANT, THE MEMBER' S MONTHLY, NORVAL

RETI REMENT BENEFI T AND | NTEREST THEREON SHALL BE CREDI TED TO THE

| ROP_PARTI Cl PANT' S SUBSI DI ARY | ROP_PARTI Cl PANT_ACCOUNT UNDER

SECTI ON 1114(C). THE INTEREST SHALL BE COVPOUNDED AND CREDI TED

MONTHLY AT AN ANNUAL RATE SPECI FIED | N THE ORDI NANCE

ESTABLI SH NG THE | ROP THAT SHALL BE NOT LESS THAN 1% NOR MORE

THAN 4 1/ 2%

(G TERM NATI ON OF EMPLOYMENT. - - WHEN AN | ROP PARTI Cl PANT

TERM NATES EMPLOYMENT W TH THE LOCAL GOVERNMENT AS AN | ROP

PARTI Cl PANT, THE | ROP_PARTI Cl PANT' S TOTAL ACCUMULATED BENEFI TS

SHALL BE CALCULATED, CHARGED TO THE | ROP_PARTI Cl PANT ACCOUNT_AND

PAID OUT CF THE PENSI ON TRUST FUND UNDER SECTI ON 1114(D). UNDER

SECTI ON 202(B), THE BALANCE I N THE | ROP PARTI Cl PANT ACCOUNT

SHALL BE EXCLUDED FROM ACTUARI AL VALUATI ON REPORTS OF THE

RETI REMENT SYSTEM PREPARED AND FI LED UNDER THI S ACT.

(D) ACCOUNT HELD I N TRUST. - - THE | ROP_PARTI Cl PANT ACCOUNT

SHALL BE HELD IN TRUST FOR THE EXCLUSI VE BENEFI T OF | ROP RETI RED

VEMBERS VWHO ARE OR VERE | ROP_PARTI Cl PANTS AND FOR THE

BENEFI Cl ARI ES OF THE MEMBERS.

SECTION 1122. AUDI T OF PENNSYLVANI A MUNI Cl PAL RETI REMENT

SYSTEM

THE | ROP_ESTABLI SHED BY THE PENNSYLVANI A MUNI Cl PAL RETI REMENT

BOARD SHALL BE SUBJECT TO FI NANCI AL_AND COVPLI ANCE AUDI TS

CONDUCTED BY THE AUDI TOR GENERAL WTH THE I NI TIAL_AUDI T
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CONDUCTED WTHI N ONE YEAR OF I TS ESTABL| SHVENT.

SECTI ON 1123. EXI STI NG | ROPS.

A LOCAL GOVERNMENT W TH AN | ROP I N EXI STENCE ON THE EFFECTI VE

DATE OF TH S CHAPTER THAT DCOES NOT_ CONFORM TO THE PROVI SI ONS OF

TH' S CHAPTER SHALL AMEND I TS PLAN WTHI N 180 DAYS OF THE

EFFECTI VE DATE OF TH' S CHAPTER OR VWHEN THE CURRENT LABOR-

MANAGEMENT CONTRACT CREATI NG THE PLAN EXPIRES, VH CHEVER | S

LATER, TO CONFORM W TH THE PROVI SIONS OF THI S CHAPTER W TH

RESPECT TO FUTURE | ROP_PARTI Cl PANTS.

SECTI ON 1124. NONCOMPLI ANCE.

| F A LOCAL GOVERNMENT THAT ESTABLI SHED AN | ROP_UNDER SECTI ON

1111(A) OR THE PENNSYLVANI A MUNI Cl PAL_RETI REMENT BCOARD THAT

ESTABLI SHED AN | ROP UNDER SECTI ON 1111(C) FAILS TO COWLY WTHI N

90 _DAYS WTH A FINDI NG BY THE AUDI TOR GENERAL OF NONCOVPL| ANCE

WTH TH'S CHAPTER OR IF THE FINDING | S APPEALED WTHI N 90 DAYS

OF CONCLUSI ON OF THE APPEAL PROCESS, THE FAILURE TO COVPLY SHALL

BE_DEEMED SUFFI Cl ENT REFUSAL BY THE LOCAL GOVERNMENT OR THE

PENNSYLVANI A MUNI CI PAL_RETI REMENT BOARD TO COVPLY WTH I TS DUTY

ANTECEDENT TO THE COVMVENCEMENT OF A MANDAMUS ACTI ON AND THE

AUDI TOR GENERAL SHALL REFER THE FI NDI NG TO THE ATTORNEY GENERAL.

UPON RECEI PT _OF THE FI NDI NG FROM THE AUDI TOR GENERAL, THE

ATTORNEY GENERAL, FOLLON NG AN ADM NI STRATI VE PROCEEDI NG I N

ACCORDANCE WTH 2 PA.C. S. (RELATING TO ADM NI STRATI VE LAW AND

PROCEDURE) , SHALL PROCEED IN THE NAME OF THE COMVONWEALTH TO

I NSTI TUTE A LEGAL PROCEEDI NG FOR MANDAMUS AND NO OTHER REMEDY AT

LAW SHALL BE DEEMED TO BE SUFFI Cl ENTLY ADEQUATE AND APPROPRI ATE

TO BAR THE COVMENCEMENT OF THI S ACTI ON.

SECTION 8. TH S ACT SHALL TAKE EFFECT | N 60 DAYS.
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