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16 The General Assenbly of the Conmonweal th of Pennsyl vani a
17 hereby enacts as foll ows:

18 CHAPTER 1
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20 Section 101. Short title.
21 This act shall be known and may be cited as the Mini ci pal
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24 The foll ow ng words and phrases when used in this act shal
25 have the nmeanings given to themin this section unless the
26 context clearly indicates otherw se:
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28 present value of the pension plans benefits and expenses which
29 is allocated to the period ending at the begi nning day of the

30 current plan year by the actuarial cost nethod.
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"“Actuarial assunptions.” The denographic actuari al
assunptions and the econoni c actuarial assunptions when
consi dered toget her.

"Actuarial cost nethod.” The procedure for determ ning the
actuarial present value of the benefits and expenses of the
pensi on plan and for devel oping an actuarially equival ent
al l ocation of that value to various tine periods, usually in the
formof a normal cost and an actuarial accrued liability.

"“Actuarial present value."” The value of an anobunt or series
of amounts payable or receivable at various tinmes, determ ned as
of a given date by the application of a particular set of
actuarial assunptions.

“Actuarial valuation report." A report which summarizes the
cal cul ations used to determ ne the normal cost and actuari al
accrued liabilities of a benefit plan according to a stated
actuarial cost nmethod and based upon stated denographi c and
econoni ¢ actuarial assunptions, the paynment necessary to
anortize over a stated period any unfunded actuarial accrued
liability disclosed, the paynent necessary to prevent any
increase in any disclosed unfunded actuarial accrued liability,
t he actuarial bal ance sheet of the pension plan and any ot her
rel evant financial and denographi c data.

"Actuarial value of assets.” The value of cash, investnents
and ot her property belonging to a pension plan, as used by an
approved actuary for the purpose of preparing an actuari al
val uation report.

"Approved actuary." A person who has at |east five years of
actuarial experience with public pension plans and who is either
enroll ed as a nenber of the American Acadeny of Actuaries or

enrolled as an actuary pursuant to the Federal Enpl oyee
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Retirement Incone Security Act of 1974.

"Benefit plan.” That portion of a pension plan which deals
specifically with the retirenent annuity and benefit coverage
provi ded by the pension plan, including, but not limted to, the
types of coverage, the eligibility for and entitlenent to
retirement annuities and benefits, and the anount of retirenent
annuities and benefits.

"Chief admnistrative officer.” The person who has primary
responsibility for the execution of the adm nistrative affairs
of the municipality, or the designee of that person.

"Conmi ssion.” The Public Enployee Retirenent Study
Commi ssi on established pursuant to the act of July 9, 1981
(P.L.208, No.66), known as the Public Enployee Retirenent Study
Conmi ssi on Act.

"Defined benefit pension plan.” A type of pension benefit
pl an whi ch provides for periodic benefit paynents at retirenent
whi ch are predeterm nabl e and whi ch have a vari abl e financing
requi renent dependent upon the actuarial calculation of
actuarial present value requirenents for projected benefits.

"Defined contribution pension plan.” A type of pension
benefit plan which provides for a fixed contribution rate or
anount and whi ch provides for periodic benefit paynents
cal cul able at retirement dependent on the accunul at ed
contributions, investnent inconme, experience gains and | osses
credited to the nenber and the expected nortality of the nmenber.

"Denographi c actuarial assunptions.” Estimates of rates of
future occurrences concerning, but not necessarily limted to,
nortality, term nations, disablenments and ages at retirenent
used in the preparation of actuarial valuations of the pension

pl an and ot her actuarial cal cul ations.
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"Econom c actuarial assunptions."” Estimates of rates of
future occurrences concerning, but not necessarily limted to,
increases in salary, post retirenment adjustnments, increases in
benefits payable fromthe Federal old age, survivors, disability
and heal th i nsurance program and i nvestnent earnings, asset
appreci ation or depreciation and procedures to determ ne the
actuarial value of assets used in the preparation of actuari al
val uations of the pension plan and other actuarial calcul ations.

"Est abl i shnent and mai nt enance of pension plan.” Any of the
foll owi ng rel ati onshi ps between a nmunicipality and a public
enpl oyee pensi on pl an:

(1) Specifications of the provisions which conprise the
benefit plan of the pension plan in an ordi nance or
resolution of the nunicipality or contract to which the
muni cipality is a party.

(2) Provision by the nmunicipality of the principal
anount of the financing of a pension plan received from any
muni ci pality.

(3) Enploynent by the nmunicipality of the |argest nunber
of persons who are nenbers of the pension plan.

(4) Any conbi nation of paragraphs (1), (2) and (3).
"Experience investigation.”" A report which furnishes data on

t he experience of the pension plan and an anal ysis which
substanti ates the actuarial assunptions on which actuari al
val uati ons are based.

"Firefighter.” A municipal enployee who holds a position or
an office in the fire departnment of the municipality and has
retirement coverage provided by the firefighters pension plan.

"Fully insured pension plan." A pension plan for which an

i nsurance carrier has, or a nunber of insurance carriers have,
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underwitten the total actuarial accrued liability of the
benefit pl an.

"General municipal pension system State aid.”™ The State aid
program est abl i shed pursuant to Chapter 5.

"I nsurance carrier." Any conpany which is in the business of
assum ng the risk of various types of occurrences pursuant to
contract or agreenent and which is licensed to do business by
t he Conmonweal t h.

“Mul ti enpl oyer pension plan or system™ A pension plan which
provi des retirenment coverage for enployees of nore than one
muni ci pality.

"“Muni ci pal enployee.” Any person other than an i ndependent
contractor who provides regular services for a nunicipality in
return for conpensation fromthe nunicipality.

“"Municipality.” Any county, city, borough, town, township,
home rul e nmunicipality, association of municipalities
cooperating pursuant to the act of July 12, 1972 (P.L. 762,

No. 180), referred to as the Intergovernnental Cooperation Law,
or authority established by the actions of any county, city,
bor ough, town or township or jointly by any such political
subdi vi si ons.

“"Normal cost." That portion of the actuarial present val ue
of the pension plan benefits and expenses which is allocated to
the plan year by the actuarial cost nethod.

"Partially insured pension plan.” A pension plan for which
an insurance carrier has, or a nunber of insurance carriers
have, underwritten a portion of the actuarial accrued liability
of the benefit plan, but |less than the total actuarial accrued
liability.

"Pension fund.” The entity which is the repository for the
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assets amassed by a pension plan as reserves for present and
future periodic retirenment paynents and benefits of active and
retired nmenbers of the pension plan.

"Pension plan or system"™ The various aspects of the
rel ati onship between a nmunicipality and its enployees with
respect to the retirenment coverage provided by a nunicipality to
t he enpl oyees.

"Plan docunent." The |law, ordinance, resolution or related
docunent or docunents whi ch governs the various aspects of the
retirement coverage provided by a nmunicipality to its enpl oyees,
i ncluding periodic retirenent paynments and benefits,
adm ni stration and fundi ng.

"Plan year." The 12 consecutive nonth period applicable to
pensi on plan which is utilized for various actuarial and
fi nanci al purposes and which, unless otherw se specified in the
pl an docunent prior to Decenber 31, 1982, shall be a cal endar
year comenci ng on January 1 and endi ng on Decenber 31.

"Police officer.”™ A nmunicipal enployee who holds a position
or an office in the police departnment of the nunicipality and
has retirement coverage provided by the police pension plan.

"Premiumtax surcharge.” The tax on premuns for fire
i nsurance issued by foreign insurance carriers inposed pursuant
to Chapter 5.

"Sel f-insured pension plan.” A pension plan for which all or
a portion of the accrued actuarial liability of the benefit plan
is underwitten by current or future accumnul ati ons of pension
pl an assets.

"Unfunded actuarial accrued liability." The excess of the
actuarial accrued liability over the actuarial value of assets.

CHAPTER 2
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MUNI Cl PAL PENSI ON PLAN ACTUARI AL REPORTI NG
Section 201. Requirenent to file actuarial valuation report or
experience investigation.

(a) Actuarial valuation report required.--Each municipality
whi ch has established or maintains a pension plan for its
enpl oyees, including any nunicipality which participates in the
Pennsyl vani a Muni ci pal Retirenment System shall cause to be made
actuarial valuation reports. Actuarial valuation reports shal
be made biennially, unless the applicable nunicipality is
appl yi ng or has previously applied for supplenental State
assi stance pursuant to section 603, whereupon actuari al
val uation reports shall be made annually. Each nunicipality
whi ch has established or maintains a pension plan for its
enpl oyees which is self-insured in whole or in part shall also
cause experience investigations to be nade. Experience
i nvestigations shall be made quadrennially.

(b) Filing date for actuarial valuation report.--The
bi enni al actuarial valuation report required pursuant to
subsection (a) shall be made as of the begi nning of each plan
year occurring in an even-nunbered cal endar year and shall be
filed wwth the executive director of the conm ssion no |ater
than the | ast business day of March occurring in the follow ng
cal endar year. For the initial filing pursuant to this chapter,
the actuarial valuation report shall be made as of the beginning
of the plan year occurring in cal endar year 1984.

(c) Filing date for experience investigation.--The
guadrenni al experience investigation required pursuant to
subsection (a) shall acconpany every other actuarial valuation
report and shall cover the five-year period ending as of the end

of the plan year preceding the plan year for which the actuari al
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val uation report is filed. For the initial filing pursuant to
this chapter, the experience investigation shall be nade for the
five-year period ending as of the end of the plan year occurring
on or after Decenber 31, 1983, and before Decenber 31, 1984. The
experience investigation shall be filed with the executive
director of the conm ssion.

(d) Responsibility for preparation and filing of reports and
i nvestigations.--The actuarial valuation report or experience
i nvestigation required pursuant to subsection (a) shall be
prepared under the supervision and at the direction of the chief
adm nistrative officer of the municipality, who shall also be
responsi ble for the filing of the docunent. The actuari al
val uation report or experience investigation shall be signed by
the chief adm nistrative officer, indicating that to the extent
of the understanding and know edge of the officer, the report or
i nvestigation represents a true and accurate portrayal of the
actuarial, financial and denographic condition of the pension
plan of the nunicipality.

(e) Actuarial valuation report and experience investigation
as public record.--Each actuarial valuation report and
experience investigation is a public record. The chi ef
adm nistrative officer of the municipality to which the pension
plan i s associ ated shall take whatever steps are deened
necessary to insure that the information contained in the
actuarial valuation report or experience investigation is nade
avai l abl e to active nmenbers or benefit recipients of the pension
pl an.

Section 202. Contents of actuarial valuation report.
(a) GCenerally.--The actuarial valuation report shall contain

actuarial exhibits, financial exhibits and denographi c exhibits.
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The actuarial exhibits shall be prepared and certified by an
approved actuary. The renai ning exhibits may be prepared by a
qual i fied person other than an approved actuary. The financi al
and denographi c exhibits shall be prepared as of the end of the
pl an year. The submi ssion by a nunicipality of a single report
setting forth the various required contents itens in total for
t he vari ous pension plans associated with the Pennsyl vani a
Muni ci pal Retirenment System shall be deenmed to be conpliance by
that municipality with the requirenents of this chapter only if
the report also separately sets forth the various required
contents itens for the nunicipality.

(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

aut hori ze. The actuarial cost method shall be used to val ue al
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aspects of the benefit plan or plans of the pension plan. The
actuarial exhibits shall use actuarial assunptions which are, in
t he judgnent of the actuary and the governing body of the plan,
t he best available estimate of future occurrences in the case of
each assunption. Wth respect to econonm 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
ensui ng pl an year.
The actuarial valuation report shall contain the follow 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
payroll 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
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

19830H0857B0967 - 12 -



1 active nmenbers:

2 (A) Retirenent benefits.

3 (B) Disability benefits.

4 (C Survivor benefits.

5 (D) Refund liability due to withdrawal from

6 active service or death.

7 (E) O her benefits, specifying the nature of

8 each type.

9 This itemshall include a footnote indicating the anmount
10 of accunul ated nenber contributions w thout accrued

11 interest.

12 (i1i) Required actuarial present val ues on account of
13 former menbers with a deferred, vested or otherw se

14 nonforfeitable right to a retirenment benefit.

15 (ii1) Required actuarial present values on account
16 of former nmenbers without a deferred, vested or otherw se
17 nonforfeitable right to the retirenment benefit.

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

20 (A) Retirenent benefits.

21 (B) Disability benefits.

22 (C© Surviving spouse benefits.

23 (D) Surviving child benefits.

24 (E) O her benefits, specifying the nature of

25 each type.

26 (v) Required actuarial present values for other

27 benefits provided by the benefit plan, specifying the

28 nat ure of each type.

29 (vi) Actuarial present value of future normal cost.
30 (3) An exhibit of the unfunded actuarial accrued
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1 liability of the pension plan in total, which shall be the

2 actuarial accrued liability of the pension plan calcul ated

3 pursuant to paragraph (2) less the actuarial value of assets
4 of the pension plan cal cul ated pursuant to subsection (e)(1),
5 and which in particular shall include the foll ow ng:

6 (1) The renmining balance of the unfunded actuaria
7 accrued liability in existence as of the first actuari al
8 val uation report required by this section occurring next
9 following the date of enactnment of this section.

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

11 unfunded actuarial accrued liability attributable to

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

17 unfunded actuarial accrued liability attributable to

18 nodi fications in the benefit plan governing the pension
19 pl an which were applicable to retired nenbers and ot her
20 benefit recipients, separately indicating each and
21 desi gnating each by the plan year in which the benefit
22 pl an nodification was nade effective.
23 (iv) The remaining bal ance of each increnment of net
24 unfunded actuarial accrued liability attributable to
25 nodi fications in the actuarial assunptions used to
26 calcul ate the actuarial accrued liability of the pension
27 pl an separately indicating each and desi gnating each by
28 the plan year in which the actuarial assunption
29 nodi fication was made effective.
30 (v) The renmui ning bal ance of each increnent of net
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unfunded actuarial accrued liability attributable to

actuarial experience | osses, separately indicating each

and designating each by the plan year in which the

actuarial experience | oss was recogni zed.
The initial determ nation of the unfunded actuarial accrued
liability attributable to a nodification in the benefit plan
governing the pension plan or to a nodification in the
actuarial assunptions used to calculate the actuarial accrued
l[iability of the pension plan shall be made by cal cul ati ng
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
i n paragraph (3), the level annual dollar contribution

required to pay an anount equal to the actuarial assunption

19830H0857B0967 - 15 -



© 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

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 anmount of the remaining balance of the increnent of
unfunded actuarial accrued liability. The anortization target
date applicable for each type increnment of unfunded actuari al
accrued liability shall be as foll ows:

(1) Unfunded actuarial accrued liability in
exi stence as of the beginning of the plan year occurring
in cal endar year 1984, at the end of the plan year
occurring in cal endar year 2014.

(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

accrued liability attributable to an actuarial experience
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| 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.
The exhibit shall indicate the total dollar amunt of
addi tional funding costs associated with the anortization of
any unfunded actuarial accrued liability of the 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
addi tional funding costs associated with the anortization of
each increnent of unfunded actuarial accrued liability. The
exhibit shall also indicate the plan year in which any
unfunded actuarial accrued liability of the pension plan
woul d 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.

(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:

(i) Mdifications in the benefit plan or plans of

t he pension pl an.

(ii) Changes in actuarial assunptions.

19830H0857B0967 - 17 -



Devi ations in the actual experience of the

pensi on plan fromthe experience expected by virtue of

t he actuarial assunptions.

Presence or absence of paynents to anortize the
accrued liability of the pension plan.

O her reasons.

If, in the opinion of the approved actuary, the inclusion of
any portion of this information is not appropriate, that

portion of the analysis may be omtted with the provision of

anation or justification of the appropriateness

(7) An exhibit sunmarizing the econom ¢ and denographic

actuarial assunptions used in the preparation of the

(8) A sunmary of the principal provisions of the benefit

pl an of the pension plan upon which the actuarial exhibits

(c) Contents of actuarial exhibits; defined contribution
pl ans self-insured in whole or in part.--For any pension plan
which is a defined contribution plan and which is self-insured

in whole or in part, the actuarial valuation report shal

owi ng actuarial exhibits:

(1) An exhibit of the required actuarial present val ues

benefit recipients and annuitants, which shal
ol l owi ng required actuarial present val ues:
Retirement benefits.

Disability benefits.

Survi ving spouse benefits.

Surviving child benefits.

1 (iii)
2

3

4 (iv)
5 unf unded
6 (v)

7

8

9

10 adequat e expl
11 of the om ssion.
12

13

14 actuarial exhibits.
15

16

17 are based.

18

19
20
21
22 contain the fol
23
24 on account of
25 include the f
26 (i)
27 (ii)
28 (iii)
29 (iv)
30 (v)
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t ype.

(2) An exhibit indicating the nenber contributions
accurul ated at interest as apportioned to nenber accounts to
the date of the valuation report, which shall be item zed as
foll ows:

(1) Balance of nenber contributions and interest
attributable to benefits recipients.

(i) Menber contributions and interest attributable
to active nenbers.

(ti1) Menber contributions and interest attributable
to fornmer nenbers with a deferred, vested or otherw se
nonforfeitable right to a retirenment benefit.

(iv) Menber contributions and interest attributable
to former nenbers without a deferred, vested or otherw se
nonforfeitable right to a retirenment benefit.

The accunul ations shall be separated in a manner which
properly reflects any differences in retirenment benefit
purchase or cal culation rates which may apply.

(3) 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.

(4) An exhibit sunmmarizing the actuarial assunptions as
to preretirenent nortality, post retirenent nortality,

di sabl ement and i nvestnent income used in the preparation of
t he actuarial exhibits.

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

(d) Contents of actuarial exhibits; defined benefit or

19830H0857B0967 - 19 -
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defined contribution plans insured in whole by an insurance
carrier.--For any pension plan which is a defined benefit plan
or a defined contribution plan and which is insured in whol e by
an insurance carrier authorized to do business in the
Commonweal th, the actuarial valuation report shall contain the
foll ow ng actuarial exhibits:

(1) An exhibit indicating the type, nature and issuer of
t he insurance coverage, as foll ows:

(i) Type of insurance coverage.
(A) Individual policies.
(B) G oup naster contract.
(ii) Nature of insurance coverage.
(A) Retirement annuity.
(B) Retirenment incone endowrent.
(C© Conbination of retirement annuities and
endowrent .
(ti1) Issuer of insurance coverage for each policy
or contract.

(2) A certification by an approved actuary that the
aggregate i nsurance and annuity coverage applicable to the
pension plan is in the opinion of the actuary sufficient to
fully assune the risk of the provision of all retirenent
annuities and other retirenment benefits applicable to the
benefit plan of the pension plan.

(3) A sunmary of the principal provisions of the benefit
pl an of the pension plan upon which the certification of
sufficiency is based.

(4) An exhibit sunmarizing any rel evant materi al
assunptions and net hods used by the actuary in formulating

t he opi ni on of sufficiency.
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(e) Contents of financial exhibits.-- Each financial exhibit
shall be prepared in a nmanner which is consistent with the other
financial exhibits contained in the actuarial valuation report
and the financial exhibits contained in nost recent prior
actuarial report. The accounting basis for the financial
exhi bits shall be disclosed. The financial exhibits shall be
prepared in a fashion which is reasonably calculated to fairly
and accurately disclose the financial condition and affairs of
the pension plan. In the event that there is inplenented a
change in the manner in which the financial exhibits are
prepared the financial exhibits for inclusion in the actuari al
val uation report for the year in which the change is inplenented
shall be prepared in accordance with both the change and the
manner previously enployed. The actuarial valuation report shal
i nclude the follow ng financial exhibits:

(1) An exhibit of the assets of the pension plan val ued
pursuant to rules and regul ations issued by the comm ssion,
whi ch shall reflect variations in asset m x and reduce the
i npact of market fluctuations.

(2) An exhibit of the current liabilities of the pension
plan in total and in particular, which shall include the
following itemns:

(i) Accounts payabl e.

(1i) Retirement benefit paynents.
(ii1) D sability benefit paynents.
(iv) Survivor benefit paynents.

(v) Refunds to nenbers.

(vi) Accrued adm nistrative expenses.
(vii) Suspense itemns.

(viii) Oher current liabilities, if any, specifying
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the nature of each type.

(3) A statenent of the accunul ated nenber contri butions,
if any are required, without interest credited to them

(4) An exhibit of the incone of the pension plan, in
total and in particular, which shall include the follow ng
itens:

(1) Menber contributions.

(i1i) Alocations fromthe Conmonweal th dedicated to
pensi on plan purposes, if any.

(tit) Municipal contributions.

(iv) Interest on debt securities.

(v) Dividends on equity securities.

(vi) Realized capital gains on equity securities.

(vii) Recognized unrealized capital gains on equity
securities.

(viii) Oher incone, if any, specifying the nature
of each type.

(5) An exhibit of the deductions fromthe incone of the
pension plan in total and in particular, which shall include
the follow ng itens:

(i) Pension plan benefit paynents.

(A) Retirenent benefits.

(B) Disability benefits.

(C© Surviving spouse benefits.

(D) Surviving child benefits.

(E) Refunds to nenbers term nating enpl oynent.

(F) Refunds on behalf of deceased active, forner
or retired nenbers.

(G Oher benefit paynents, if any.

(i1i) Admnistrative expenses incurred.
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(ii1) Increase in total required actuarial present
val ues for pension benefits.

(iv) Realized capital |osses on equity securities.

(v) Recognized unrealized capital |osses on equity
securities.

(vi) Oher deductions fromincone, if any,

speci fying the nature of each type.

The exhi bit shall indicate the accounting basis on which the
information presented in the exhibit was prepared.

(6) An exhibit indicating the adm nistrative cost
incurred by the pension plan in such detail as is deened
appropriate by the chief adm nistrative officer of the
pensi on pl an.

(f) Contents of denographic exhibits.--Each actuari al
val uation report shall include the foll ow ng denographic
exhi bits:

(1) A tabulation of the active nmenbers of the pension
pl an, which shall include the followng itenms, expressing the
nunber and t he annual payroll for each:

(i) Active nenbers as of |ast valuation date.

(i1i) New entrants since |ast valuation date.

(iti1) Total of subparagraphs (i) and (ii).

(iv) Separations from active service receiving
refund of nenber contributions.

(v) Separations fromservice with deferred or vested
retirement benefit.

(vi) Separations fromactive service by reason of

di sability.

(vii) Separations fromactive service by reason of

recei pt of retirenment benefit.
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(viii) Separations fromactive service by reason of
deat h.

(ix) Separations fromactive service for reasons
ot her than death, disablenent, or receipt of a retirenent
benefit and without receipt of refund of nenber
contributions or without deferred or vested retirenent
benefit.

(x) Total of subparagraphs (iv) through (iXx).

(xi) Total active nmenbers as of current val uation
dat e.

(2) A tabulation of the retirenent annuitants of the

pensi on plan, which shall include the follow ng itens,

expressing the nunber and the annual benefit anmount for each:

(1) Retirenment benefit recipients as of |ast
val uati on date.

(ii) New retirenent benefit recipients since |ast
val uati on date.

(iti1) Total of subparagraphs (i) and (ii).

(iv) Termnations of receipt of retirenment benefits
by reason of death.

(v) Termnations of receipt of retirenent benefits
by reasons other than death.

(vi) Total of subparagraphs (iv) and (v).

(vii) Total retirement benefit recipients as of
current val uation date.

(3) A tabulation of the disability benefit recipients of

t he pension plan, which shall include the follow ng itenmns,

expressing the nunber and the annual benefit anmount for each:

(i) Disability benefit recipients as of the |ast

val uati on dat e.
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(i1i) New disability benefit recipients since |ast
val uation date.
(iti1) Total of subparagraphs (i) and (ii).
(iv) Termnations of receipt of disability benefits
by reason of death.
(v) Termnations of receipt of disability benefits
by reasons other than death.
(vi) Total of subparagraphs (iv) and (v).
(vii) Total disability benefit recipients as of
current val uation date.
(4) A tabulation of the surviving spouse benefit
reci pients of the pension plan, which shall include the
following itenms, expressing the nunber and the annual benefit
amount for each:
(1) Surviving spouse benefit recipients as of the
| ast val uati on date.
(1i) New surviving spouse benefit recipients since
| ast val uati on date.
(iti1) Total of subparagraphs (i) and (ii).
(iv) Term nations of receipt of surviving spouse
benefits by reason of death.
(v) Termnations of receipt of surviving spouse
benefits by reasons other than death.
(vi) Total of subparagraphs (iv) and (v).
(vii) Total surviving spouse benefit recipients as
of current val uation date.
(5) A tabulation of the surviving child benefit
reci pients of the pension plan, which shall include the
following items, expressing the nunber and the annual benefit

anount for each:

19830H0857B0967 - 25 -



© 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

(1) Surviving child benefit recipients as of the
| ast val uati on date.

(ii) New surviving child benefit recipients since
| ast val uati on date.

(iti1) Total of subparagraphs (i) and (ii).

(iv) Termnations of receipt of surviving child
benefits by reason of death.

(v) Termnations of receipt of surviving child
benefits by reason ot her than death.

(vi) Total of subparagraphs (iv) and (v).

(vii) Total surviving child benefit recipients as of
current val uation date.

(6) A tabulation of persons with a deferred or vested
entitlement to a retirenent benefit fromthe pension plan,
whi ch shall include the followi ng itens, expressing the
nunber and the prospective annual benefit anmount for each:

(i) Deferred or vested retirenment benefit recipients
as of the last valuation date.

(ii) New deferred or vested retirenment benefit
reci pients as of the |last valuation date.

(iti1) Total of subparagraphs (i) and (ii).

(iv) Termnations of entitlenent to deferred or
vested retirenent benefit by reason of death.

(v) Termnations of entitlenment to deferred or
vested retirenent benefit by reasons other than death.

(vi) Total of subparagraphs (iv) and (v).

(vii) Total of deferred or vested retirenment benefit
reci pients as of current val uation date.

(7) A tabulation of recipients of other retirenent

benefits of the pension plan, which shall specify the nature
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of the other retirenment benefit and which shall include the
following itenms, expressing the nunber and the annual benefit
amount for each:

(i) Recipient of other retirenment benefits as of the
| ast val uation date.

(ii) New recipients of other retirenent benefits
since | ast valuation date.

(iti1) Total of subparagraphs (i) and (ii).

(iv) Termnations of receipt of other retirenent
benefits by reasons of death.

(v) Term nations of receipt of other retirenent
benefits by reasons other than death.

(vi) Total of subparagraphs (iv) and (v).

(vii) Total recipients of other retirenment benefits
as of current valuation date.

(8) A tabulation of inactive nmenbers of the pension plan
who are not entitled to a deferred or vested retirenent
benefit and who have not received a refund of accumnul ated
menber contributions, which shall include the follow ng
itens, expressing the nunber and the anount of accunul at ed
menber contributions for each:

(i) Inactive nenbers not entitled to a deferred or
vested retirenent benefit and not in receipt of refund as
of | ast valuation date.

(i1i) New inactive nmenbers not entitled to a deferred
or vested retirenent benefit and not in receipt of refund
since | ast valuation date.

(iti1) Total of subparagraphs (i) and (ii).

(iv) Termnations of inactive nenbers by reason of

deat h.
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(v) Termnations of inactive nenbers by reasons
ot her than deat h.

(vi) Total of subparagraphs (iv) and (v).

(vii) Total inactive nunbers not entitled to a
deferred or vested retirenent benefit and not in receipt
of refund as of current val uation date.

If the pension plan has nore than one benefit plan, separate

t abul ati ons shall be rmade for the active, inactive, retired

and benefit recipient nmenbership of each benefit plan.
Section 203. Contents of experience investigation.

(a) GCenerally.--The experience investigation shall contain
sufficient information to substantiate the actuarial assunptions
upon which the actuarial exhibits of the nost recent actuari al
report shall be based. The experience investigation shall be
prepared by only an approved actuary.

(b) Contents of experience investigation; defined benefit
pl ans self-insured in whole or in part.--For any pension plan
which is a defined benefit plan and which is self-insured in
whol e or in part, the experience investigation shall contain the
following itemns:

(1) A conparison for each year of the last five-year
period of the actual experience of the pension plan and the
experience of the pension plan expected pursuant to the
actuarial assunptions other than entry age or retirenent age
whi ch were used in preparing the actuarial exhibits of the
actuarial valuation report of the pension plan and which in
t he judgnent of the actuary significantly affect the results
contai ned in those actuarial exhibits.

(2) A statenent of the average entry age at the tine of

enpl oynment for the foll ow ng groups:
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(1) Al current active nmenbers of the pension plan
as of the date of the experience study.
(ii) New entrants as nenbers of the pension plan as

a separate group for each of the last five plan years.

(3) A statenent of the average ages at which retirenent
benefit recipients have term nated service as an active
menber and commenced recei pt of retirenent benefits for the
fol |l ow ng groups:

(1) Al persons currently receiving a retirenent
benefit as of the date of the experience study.
(ii) Persons newy becomng retirenment benefit

reci pients as a separate group for each of the last five

pl an years.

(4) A reconmendation by the actuary concerning the
retention or nodification of the actuarial assunptions
previously used to prepare the actuarial exhibits of the
actuarial valuation report of the pension plan.

(c) Contents of experience investigation; defined
contribution plans or defined benefit plans insured in whole by
an insurance carrier.--For any pension plan which is a defined
contribution plan or which is a defined benefit plan and is
insured in whole by an insurance carrier, the experience
i nvestigation shall provide specific information concerning
those itens which relate to any actuarial assunptions used in
determ ning the actuarial condition of the pension plan.
Section 204. Delinquent actuarial valuation reports and

experience investigations.

If a conplete actuarial valuation report or experience
investigation is not filed in a tinely fashion, any and al

financing which is provided to the nmunicipality by the
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Commonweal th and is dedi cated for pension plan purposes shall be
wi thheld until the report or investigation is filed. If a
muni cipality fails to file an actuarial valuation report or
experience investigation, the comm ssion shall have the report
or investigation prepared and the nunicipality shall reinburse
the comm ssion for the actual cost of the preparation of the
report or investigation. The conm ssion shall issue rules and
regul ati ons specifying the procedures which the comm ssion shal
foll ow in obtaining delinquent actuarial valuation reports or
experience investigations.
Section 205. Mdification of requirenments for contents of
actuarial valuation reports and experience
i nvesti gations.

The comm ssion may issue rules and regul ati ons specifying
nodi fications in, additions to or elimnation of requirenents
for the contents of actuarial valuation reports and experience
i nvestigations. Any rules and regul ations shall be issued in
accordance with any provision of |aw governing the issuance of
rul es and regul ati ons by Comonweal t h agenci es.

Section 206. Requirenent for additional information in certain
i nst ances.

The comm ssion may request any additional information, data
or calculations in connection with any required actuari al
val uation report or experience investigation which it deens
necessary or desirable. The requested information, data or
cal cul ations shall be transmtted to the comm ssion as soon as
is practicable follow ng recei pt of the request.

Section 207. Actuarial valuation and experience investigation
expenses al | owabl e.

Not wi t hst andi ng any provision of |aw, nmunicipal ordinance,
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muni ci pal resol ution, nunicipal charter, pension plan agreenent
or pension plan contract to the contrary, the expenses
attributable to the preparation of any actuarial valuation
report or experience investigation required pursuant to this
chapter shall be allowable adm nistrative expense payable from
t he assets of the pension plan.
CHAPTER 3
M NI MUM FUNDI NG STANDARD FOR MUNI Cl PAL
PENSI ON PLANS
Section 301. Municipal pension plan mnimum fundi ng standard;
application and general provisions.

(a) Application.--Notw thstanding any provision of |aw,
muni ci pal ordi nance, rmunicipal resolution, rmnunicipal charter
pensi on plan agreenent or pension plan contract to the contrary,
t he applicable provisions of this chapter shall apply to any
muni ci pal ity which has established and nmaintains directly or
indirectly a pension plan for the benefit of its enpl oyees,
irrespective of the manner in which the pension plan is
adm ni stered, and to the respective pension plan.

(b) Disclosure of nonconpliance.--1n the event that any
muni ci pality or pension plan fails in a material way to conply
with any applicable provision of this chapter, the comm ssion
shall notify the Governor and the General Assenbly of that
nonconpliance in a public report issued annually for this
pur pose.

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

(a) GCenerally.--This section applies to any nunicipality
whi ch has established and naintains a pension plan which is a

defined benefit plan and which is self-insured in whole or in
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(b) Financial requirenments of the pension plan.--

(1) Annually, the chief adm nistrative officer of the
pensi on plan shall determ ne the financial requirenments of
the pension plan for the follow ng plan year. The financi al
requi renents of the pension plan for the follow ng plan year
shall be based on the nobst recent actuarial valuation report
of the pension plan prepared pursuant to Chapter 2. The
financial requirenents of the pension plan shall be the
normal cost requirenents for the followi ng plan year and, if
t he pension plan has an unfunded actuarial accrued liability
pursuant to the nost recent actuarial valuation report, the
anortization contribution requirement for the follow ng plan
year.

(2) The normal cost requirenment for the follow ng plan
years shall be expressed as a dollar anmount and shall be
determ ned by applying the normal cost of the benefit plan,
as reported in the actuarial valuation report of the pension
pl an and expressed as a percentage of covered payroll, to the
estimated covered payroll of the active nenbership of the
pensi on plan including any projected increase in active
menbership for the foll ow ng year

(3) The anortization contribution requirenent for the
foll owi ng plan year shall be expressed as a dollar anount and
shall be the additional ambunt reported in the actuari al
val uation report of the pension plan as sufficient to
anortize on a level dollar basis the various increnments of
t he unfunded actuarial accrued liability of the benefit plan
by the applicable anortization target dates as established in

section 202(b) (4).
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(c) Mninmumobligation of the nmunicipality.--Annually, the
chief adm nistrative officer of the pension plan shall determ ne
the m ninumobligation of the nunicipality with respect to the
pension plan for the follow ng plan year. The m ni mum obligati on
of the municipality with respect to the pension plan shall be
equal to the financial requirenments of the pension plan reduced
by the foll owi ng anounts:

(1) The amount of any general nunicipal pension plan
State aid fromthe Comonweal th antici pated as receivabl e by
the nmunicipality pursuant to section 502, and to be allocated
to the pension plan for the foll ow ng plan year.

(2) The amount of any noneys antici pated as receivabl e
fromthe Cormonwealth as the allocation to that nmunicipality
of the proceeds of the foreign casualty insurance prem umtax
pursuant to the act of May 12, 1943 (P.L.259, No.120), for
deposit in the pension plan during the foll ow ng plan year,
or that portion of the amount of any noneys antici pated as
receivable fromthe Commonwealth as the allocation to that
muni ci pality of the proceeds of the foreign fire insurance
prem umtax pursuant to the act of June 28, 1895 (P.L.408,

No. 289), which is attributable to paid firefighters, for

deposit in the pension plan during the foll ow ng plan year.

(3) The amount of any nmenber contributions anticipated
as receivable for the follow ng year
(d) Paynment of m ni mum munici pal obligation.--Annually the

muni ci pality shall provide for the full anmount of the m nimm
obligation of the municipality in the budget of the
muni ci pality. The m ni mum obligation of the municipality shal
be payable to the pension plan fromthe revenue of the

muni ci pality. Paynment of the m ninum obligation of the
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muni ci pality shall be nade by the municipality and if made
during the nonth of January, shall be payable w thout any
interest, and if made subsequent to the nonth of January but
prior to Decenber 31, shall be payable with interest for the
period since January 1 at a rate equal to the interest
assunption used for the actuarial valuation report, expressed on
a nont hly basi s.

(e) Interest penalty on omtted nunicipal contributions.--
Any armount of the m nimum obligation of the nunicipality which
remai ns unpaid as of Decenber 31 of the year in which the
m ni mum obligation is due shall be added to the m nimm
obligation of the municipality for the follow ng year, with
interest fromJanuary 1 of the year in which the m ni num
obligation was first due until the date the paynent is paid at a
rate equal to the interest assunption used for the actuari al
val uation report or the discount rate applicable to treasury
bills issued by the Departnment of Treasury of the United States
with a six nonth maturity as of the |last business day in
Decenber of the plan year in which the obligation was due,
whi chever is greater, expressed as a nonthly rate and conmpounded
nmont hl y.

Section 303. M ninmum fundi ng standard; defined benefit plans
whol |y insured or defined contribution plans.

(a) GCenerally.--This section applies to any nmunicipality
whi ch has established and nmaintains a pension plan which is one
of the follow ng:

(1) A defined benefit plan which is fully insured by an
aut hori zed insurance carrier
(2) A defined contribution plan which is self-insured in

whol e or in part.

19830H0857B0967 - 34 -



© 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

(3) A defined contribution plan which is fully insured
by an authorized i nsurance carrier.

(b) Financial requirenents of the pension plan.--Annually,
the chief adm nistrative officer of the pension plan shal
determ ne the financial requirenments of the pension plan for the
foll owi ng plan year. The financial requirenments of the pension
pl an shall be determ ned pursuant to the terns of the contract
or policy with the insurance carrier or the plan docunent
governi ng the pension plan, whichever is applicable.

(c) Mninmumobligation of the nmunicipality.--Annually, the
chief adm nistrative officer of the pension plan shall determ ne
the m ninumobligation of the nunicipality with respect to the
pension plan for the follow ng plan year. The m ni mum obli gati on
of the municipality with respect to the pension plan shall be
t he enpl oyer contribution portion of financial requirenents
determ ned pursuant to the ternms of the contract or policy with
the insurance carrier or the plan docunent governing the pension
pl an, whi chever is applicable, reduced by the foll ow ng anounts:

(1) The amount of any general nunicipal pension plan
State aid fromthe Comonweal th antici pated as receivabl e by
the municipality pursuant to section 502, and to be allocated
to the pension plan for the foll ow ng plan year.

(2) The armount of any noneys antici pated as receivabl e
fromthe Cormonwealth as the allocation to that nmunicipality
of the proceeds of the foreign casualty insurance prem umtax
pursuant to the act of May 12, 1943 (P.L.259, No.120), for
deposit in the pension plan during the foll ow ng plan year,
or that portion of the amount of any noneys antici pated as
recei vable fromthe Commonweal th as the allocation to that

muni ci pality of the proceeds of the foreign fire insurance
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1 prem umtax pursuant to the act of June 28, 1895 (P.L.408,

2 No. 289), which is attributable to paid firefighters, for

3 deposit in the pension plan during the foll ow ng plan year.
4 (d) Paynment of m ni mum nmuni ci pal obligation.--Annually, the
5 nunicipality shall provide for the full anmount of the m ninmm
6 obligation of the nunicipality in the budget of the

7 municipality. The m ninum obligation of the nunicipality shal

8 be payable to the pension plan fromthe revenue of the

9 nunicipality. Paynment of the m ninum obligation of the

10 nunicipality shall be nade by the nunicipality.

11 Section 304. Certification of pension plan financial

12 requi renents and m ni mum muni ci pal obligations.
13 The chief adm nistrative officer of each pension plan shal
14 submt the financial requirenments of the pension plan and the
15 mnimum obligation of the municipality with respect to the

16 pension plan, with appropriate docunenting detail, to the

17 governing body of the nmunicipality on or before the |ast

18 business day in Septenber, annually. The subm ssion shal

19 include a certification by the chief adm nistrative officer as
20 to the accuracy of the calculations and their conformance wth
21 the applicable provisions of this chapter.
22 CHAPTER 4
23 CENERAL REVI SI ONS APPLI CABLE TO MUNI CI PAL
24 PENSI ON FUND FI NANCI NG
25 Section 401. Revision of financing fromlocal revenue sources.
26 Prior to applying for any remedy or conbination of renedies
27 pursuant to Chapter 6, a nmunicipality shall evaluate the current
28 sources of financing for nunicipal pension plans and shal
29 identify any revenue sources from which other personnel costs,

30 including, but not limted to, salaries, enployer contributions
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to the Federal old age, survivors, disability and health
i nsurance program or premuns for health insurance coverage, are
payabl e but from whi ch nmunici pal pension plan costs, including
the anortization of any unfunded actuarial accrued liability,
are not fully allocated. Upon identifying these omtted or
underutilized munici pal revenue sources, the mnunicipality shal
undertake steps to utilize or increase utilization of these
revenue sources. Full wutilization of these revenue sources shal
occur within one year of identification.

If a municipal pension plan of the nunicipality is a
mul ti enpl oyer pension plan, the identification and utilization
of omitted or underutilized rnunicipal revenue sources shal
i ncl ude the munici pal pension plan financing provided by ot her
partici pating enployers. For any nunicipality, nmunicipal revenue
sources shall include municipal enterprises and Federal, State
or private grants.
Section 402. Revision of financing from State revenue sources;

General Muni ci pal Pension System State Aid
Program

(a) Establishnent of program--There is hereby established a
General Muni ci pal Pension System State Aid Program
Not wi t hst andi ng any provision of the act of June 28, 1895
(P.L.408, No.289), the act of May 12, 1943 (P.L.259, No.120), or
the act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform
Code of 1971, to the contrary, the provisions of this section
and section 607, shall govern with respect to any portions of
the insurance prem umtaxes on foreign fire insurance conpanies
and foreign casualty insurance conpanies for allocation pursuant
to the General Minicipal Pension System State Aid program

(b) Financing of the General Municipal Pension System State
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Ai d program --Except as otherw se provided in this section, the
General Muni ci pal Pension System State Aid program shal

all ocate the entire proceeds of the insurance prem umtax on
foreign casualty insurance conpani es, and any investnent incone
earned on those proceeds, and the portion of the proceeds of the
i nsurance premumtax on foreign fire insurance conpanies
payabl e pursuant to the applicable law to nunicipalities with
fire departnments conprised of paid firefighters on account of
the paid firefighters, and any investnent incone earned on that
portion of those proceeds.

(c) Amount of aid available for allocation.--During the
period 1984 to 1987, there shall be a transition fromthe
muni ci pal pension allocation prograns specified in the act of
June 28, 1895 (P.L.408, No.289), and the act of May 12, 1943
(P.L.259, No.120), to the General Minicipal Pension System State
Aid program w th progressively greater portions of the foreign
i nsurance prem umtaxes avail able allocated pursuant to the
General Munici pal Pension System State Aid program as foll ows:

General Mini ci pa

Pensi on System Muni ci pal Al |l ocation
Year State Aid Program Under Prior Acts
1984 25% 75%
1985 50% 50%
1986 75% 25%
1987 100% 0%

O the total anpbunt of the General Muinicipal Pension System
State Aid available for allocation, a portion shall be deposited
for subsequent distribution in the augnmentation account of the
Suppl emrent al State Assistance Fund pursuant to section 607.

Prior to 1987, the portion shall be 30% of the total. In 1987
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and subsequent years if the Supplenental State Assistance
Program and Fund are in operation, the portion shall be 30% of
the total but shall not exceed 60% of the total anpunt certified
by the conmi ssion as the required appropriation to the

Suppl emental State Assistance Fund for distribution in the
following year. During the transition, any anount specified as
payable to the State Enpl oyes' Retirenment Fund pursuant to
section 1 of the act of May 12, 1943 (P.L.259, No.120), shal

i nstead be deposited for subsequent distribution in the

Suppl emrent al Assi stance Account of the Supplenental State

Assi stance Fund pursuant to section 607.

(d) Eligible recipients of General Minicipal Pension System
State Aid.--Any city, borough, town or township which enpl oys
one or nore full-tinme municipal enployee and provi des pension
coverage for that enployee or those enpl oyees by a pension plan
whi ch was established and mai ntai ned on the effective date of
this act or which was established subsequent to the effective
date of this act and has been maintained for at |east five plan
years, shall be entitled to receive General Minicipal Pension
System State Aid.

(e) Allocation of General Minicipal Pension System State
Ald. --

(1) General Muinicipal Pension System State Aid shall be

di stributed annually to each eligible recipient nmunicipality

on the basis of the nunber of units attributable to each

active enployee participating in a pension plan maintai ned by
that municipality. For purposes of the General Muinici pal

Pensi on System State Aid program the nunber of units

attributable to each type of nunicipal enployee enployed on a

full-time basis for a mnimum of six consecutive nonths prior
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to the Decenber 31 preceding that date of certification shal
be as foll ows:
(i) Police officer - two units.
(ii) Firefighter - one unit.
(i1ii1) Enployee other than police officer or
firefighter - one unit.

(2) The amount of General Minicipal Pension System State
Aid per unit shall initially be determ ned by dividing the
total amount of the General Minicipal Pension System State
Aid avail able after the deposit of the required anmount in the
augnent ati on account of the Supplenental State Assistance
Fund by the total nunber of units certified by all eligible
muni ci palities.

(3) Except as provided in subsection (f), each eligible
muni ci pality shall receive that anount of General Muni ci pal
Pensi on System State Aid determ ned by nultiplying the per
unit amount by the nunber of units certified by that
muni ci pality.

(4) If the maxi mum specified in subsection (f) is
appl i cabl e, then the amount of General Minicipal Pension
System State Aid per unit applicable to all municipalities
other than the nmunicipality or municipalities subject to the
maxi mum ai d anmount shall be adjusted. The adjusted anmount of
General Munici pal Pension System State Aid per unit
attributable to nunicipalities unaffected by the aid nmaxi mum
specified in subsection (f) shall be determ ned by dividing
the total amount of the General Municipal Pension System
State Aid available after the deposit of the required anmount
in the augnentation account of the Supplenental State

Assi stance Fund and excludi ng 25% of the resulting total for
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each nmunicipality to which the maxi mum aid anmount is

applicable by the total nunber of units certified by al

eligible municipalities unaffected by the aid maxi mum
specified in subsection (f). Each nmunicipality eligible for

t he adj usted General Municipal Pension System State A d shal

recei ve that anount of adjusted CGeneral Muinicipal Pension

System State Aid determ ned by nmultiplying the adjusted per

unit amount by the nunber of units certified by that

muni ci pality.

(5) The General Municipal Pension System State Aid shal
be distributed annually no later than the first business day
occurring in the nmonth of Cctober.

(f) Maxi num General Muinicipal Pension System State Aid
anmount.--No nunicipality shall be entitled to receive an
al l ocation of General Municipal Pension System State Aid in an
anount greater than 25% of the total anount of the General
Muni ci pal Pension System State Aid avail able after the deposit
of the required anmount in the augnmentation account of the
Suppl emrent al State Assi stance Fund.

(g) Authorized expenditures of General Muinicipal Pension
System State Aid.--Any General Muinicipal Pension System State
Aid received by a municipality shall only be used to defray the
cost of the pension plan or pension plans naintained by the
muni ci pality. If only one pension plan is nmaintained by the
muni ci pality, then the total anmount of the General WMunici pal
Pensi on System State Aid received by the municipality shall,
wi thin 30 days of receipt by the treasurer of the nmunicipality,
be deposited in the pension fund or the alternate funding
mechani sm applicable to the pension plan. If nore than one

pension plan is maintained by the nunicipality, then the
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governi ng body of the municipality shall annually determne the
proportion of the total anmpbunt of the General Municipal Pension
System State Aid received by the municipality which shall be
credited to each pension plan and the total anount of the
General Muni ci pal Pension System State Aid received by the
muni ci pality shall, within 30 days of receipt by the treasurer
of the municipality, be deposited in the pension funds or

al ternate fundi ng nmechani snms applicable to the respective
pensi on plans in accordance with that determ nation.

(h) Certification of enployees by eligible recipient
muni ci palities.--Each eligible recipient nunicipality shal
certify annually to the Auditor General the nunber of police
officers, firefighters and nunicipal enployees other than police
officers and firefighters who are enployed full tinme by the
muni ci pal ity and for whom pension coverage is provided by the
muni ci pal ity pursuant to subsection (d), and whatever additional
information the Auditor General requires to verify the nunber of
units attributable to the municipality.

(1) Warrants.--Warrants for purposes of making the
al l ocation of General Municipal Pension System State A d shal
be drawn by the Auditor General, payable to the treasurers of
the eligible recipient nmunicipalities in accordance with this
secti on.

(j) Admnistration.--The Auditor Ceneral shall have the duty
of admi nistering the General Muinicipal Pension System State Aid
program The Auditor Ceneral nmay pronul gate rul es and
regul ati ons necessary for the efficient admnistration of this
program and may specify the formand content of any forns
applicable to the program The Auditor Ceneral, as deened

necessary, shall make an audit of every nunicipality which
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recei ves General Municipal Pension System State Aid and of every

muni ci pal pension plan and fund in which General Muinici pal

Pensi on System State aid is deposited.

Section 403. Surcharge for financially distressed paid
firefighters pension plans.

(a) Declaration of financial energency.--The General
Assenbly finds and declares that a financial energency exists
with respect to mnunicipal pension plans which provide pension
coverage for paid firefighters. This act shall be applicable for
the duration of that financial energency. This act shall be
construed as a relief measure for any paid firefighters
muni ci pal pension pl an.

(b) Surcharge.--Comencing in 1984, the Departnent of
Revenue shall order and direct a surcharge to be collected on
all foreign fire insurance conpany prem uns applicable to
property in any nunicipality which enploys full-tinme paid
firefighters who have pension coverage froma paid firefighters
muni ci pal pension plan. The surcharge shall be an anount equal
to 1% of the foreign fire insurance conpany prem uns on that
property. The surcharge shall be due at the sane tine and shal
be payable in the sane manner as the foreign fire insurance
conpany prem umtax collected pursuant to the act of June 28,
1895 (P.L.408, No.289) referred to as the Foreign Fire Insurance
Prem um Tax Al l ocation Law.

(c) Allocation of the foreign fire insurance surcharge.--The
anount of the prem umtax surcharge generated pursuant to this
section shall be distributed annually to each rnunicipality which
enploys full-time paid firefighters who have pensi on coverage
froma paid firefighters municipal pension plan on the basis of

the nunber of full-tine paid firefighters enployed by that
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muni ci pality. The anmount of the prem umtax surcharge per full-
time paid firefighter shall be determ ned by dividing the total
anount of the premumtax surcharge by the total nunber of full-
time paid firefighters enployed by municipalities and havi ng
pensi on coverage froma paid firefighters nunicipal pension

pl an. Each nunicipality shall receive that portion of the
prem um tax surcharge determ ned by nultiplying the anount of
the premumtax surcharge per full-tinme paid firefighter by the
nunber of full-time paid firefighters with pension coverage from
a paid firefighters municipal pension plan certified by that
muni ci pality.

(d) Authorized expenditures of the prem umtax surcharge.--
Any prem umtax surcharge anmount received by a nmunicipality
pursuant to this section shall only be used to defray the cost
of the paid firefighters nunicipal pension plan. The total
anount of the premi umtax surcharge received by the nmunicipality
shall, within 30 days of receipt by the treasurer of the
muni ci pality, be deposited in the paid firefighters mnuni ci pal
pensi on fund or the alternate funding nechani smapplicable to
the paid firefighters nunicipal pension plan.

(e) Certification of paid firefighters by nmunicipalities.--
The certification of paid firefighters pursuant to section
402(h) shall al so be used for purposes of this section.

(f) Warrants.--Warrants for purposes of making the
di stribution of the prem umtax surcharge shall be drawn by the
Audi tor General, payable to the treasurer of the applicable
muni ci palities in accordance with this section.

(g) Adm nistration.--The Auditor Ceneral shall have the duty
of admi nistering the premiumtax surcharge. The Auditor General

may pronul gate rul es and regul ati ons necessary for the efficient

19830H0857B0967 - 44 -



© 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

adm ni stration of this programand may specify the form and
content of any forns applicable to the program

(h) Disbursenent.--The prem umtax surcharge shall be
di stributed annually no later than the first business day
occurring in the nmonth of Cctober and shall acconpany the
di stribution of the General Minicipal Pension System State Aid.

CHAPTER 5
FI NANCI ALLY DI STRESSED MUNI Cl PAL PENSI ON
PLAN DETERM NATI ON PROCEDURE
Section 501. Initiation of distress determ nation.

Each municipality which wishes to avail itself of any of the
provi sions of sections 604, 605 and 606 shall apply to the
comm ssion for a determnation of its status pursuant to this
chapter. The application shall be in the formand shall contain
the required information as prescribed in rules and regul ati ons
i ssued by the comm ssion. Deternminations pursuant to this
chapter shall be made annually.

Section 502. Pension plans for inclusion in determ nation.

The determ nation provided for in this chapter shall be nade
for a nunicipality taking into account all pension plans which
the nmunicipality has established and mai nt ai ns.

Section 503. Determ nation procedure.

The determ nation provided for in this chapter shall be nade
pursuant to a procedure as prescribed in rules and regul ations
i ssued by the comm ssion. The determ nation shall be nade in a
manner which is as uniformas is practicable in its application
to various types of municipalities. The procedure shall utilize
actuarial considerations and munici pal finance consi derations.
The actuarial considerations shall be based on the npbst current

actuarial valuation report filed with the comm ssion pursuant to
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| aw and shall provide one or nore scorings based on the

i mm nence of default, the existence of substantial future
benefit plan cost and the current and past departure from ful
actuarial funding. The nunicipal finance consideration shall be
based on the nost current municipal financial report filed with
t he Departnent of Community Affairs and shall provide one or
nore scorings based on the current tax burden, the current debt
| evel and financing, the current strength of revenue sources and
the current nunicipal operating position. The actuari al

consi derations shall be calculated by the executive director of
the comm ssion or the designee of the executive director. The
muni ci pal finance considerations shall be cal cul ated by the
Secretary of the Departnent of Community Affairs, or the

desi gnee of the Secretary, in consultation with the executive
director of the comm ssion. Based on the scorings, the total
scoring for mnimumfinancial distress, for noderate financial
di stress and for severe financial distress shall be specified.
Section 504. Effect of determ nation.

The determ nation of the comm ssion with respect to any
muni ci pality shall be final. Any appeal of a determ nation shal
be the sole jurisdiction of Cormonweal th Court. Any appeal shal
be limted to the question of the accuracy of the cal cul ations
performed by the comm ssion and the Departnent of Comrunity
Affairs and the question of adherence by the commi ssion with the
rul es and regul ati ons governi ng the determ nation.

CHAPTER 6
FI NANCI ALLY DI STRESSED MUNI Cl PAL PENSI ON
SYSTEM RECOVERY PROGRAM
Section 601. Establishnent.

There is hereby established a recovery program for
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1 financially distressed nunicipal pension systens.

2 Section 602. Application.

3 (a) GCenerally.--The various renedies contained in this

4 recovery programshall be available to nmunicipalities based on
5 the extent of financial distress of the nunicipal pension system
6 determ ned by the conm ssion, as provided in this section.

7 (b) Mninmally distressed municipal pension systens.--The

8 renedies contained in |level | of the recovery program as

9 specified in section 604 shall apply to any nunicipality which
10 seeks to utilize them whether the nunicipality is not

11 determined to be distressed or is determ ned to be distressed
12 but elects not to participate in level Il of section 605 or

13 level 11l of section 606 of the recovery program whichever is
14 applicabl e.

15 (c) Moderately distressed nunicipal pension systens.--The
16 renedies contained in level Il of the recovery program as

17 specified in section 605 shall apply to any nunicipality which
18 is determned to be noderately distressed, as that status is
19 defined in rules and regul ations issued by the conm ssion
20 pursuant to section 503 which conplies with any applicable
21 preconditions for participation in this |Ievel of the recovery
22 program and which elects to participate in this level of the
23 recovery program
24 (d) Severely distressed nunicipal pension systens.--The
25 renedies contained in level 1l of the recovery program as
26 specified in section 606 shall apply to any mnunicipality which
27 is determined to be severely distressed, as that status is
28 defined in rules and regul ations issued by the comm ssion
29 pursuant to section 503 which conplies with any applicable

30 preconditions for participation in this |Ievel of the recovery
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program and which elects to participate in this | evel of the
recovery program
Section 603. Election procedure.

The election to utilize the various renedi es contained in one
of the levels of the recovery program shall be nade by the
governi ng body of the municipality. The el ection process shal
be initiated by an application filed with the comm ssion for the
determi nation of financial distress with respect to the
muni ci pal pension system pursuant to section 501. Upon
notification of the determ nation of financial distress by the
commi ssion, the nunicipality shall elect whether or not to
utilize the renedies of any | evel of the recovery program which
may be applicable to the municipality. Any election to utilize
the renedies contained in a |l evel of the recovery program shal
be made on forns prescribed by the comm ssion and shall include
any information required by the conm ssion.

Section 604. Recovery programlevel 1.

Any nunicipality to which level | of the recovery program
applies may utilize the foll ow ng renedies:

(1) The aggregation of trust funds pursuant to section

607(b).

(2) The establishnent of mninmum menber contribution

pursuant to section 607(c).

Section 605. Recovery programlevel 11

Any nunicipality to which level Il of the recovery program
applies may utilize the foll ow ng renedies:

(1) The aggregation of trust funds pursuant to section

607(b).

(2) The establishnent of mninmum menber contributions

pursuant to section 607(c).
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(3) The deviation from municipal contribution

[imtations pursuant to section 607(d).

(4) The establishnent of a revised benefit plan for

new y hired munici pal enployees pursuant to section 607(e).

(5) The special municipal taxing authority pursuant to

section 607(f).

(6) The del ayed inplenentation of funding standard over

ten years pursuant to section 607(Q).

(7) Supplenental State assistance pursuant to section

607(k) and augnentation of supplenmental State assistance

pursuant to section 607(1).

Section 606. Recovery programlevel 111.

(a) Optional renedies.--Any nunicipality to which level 111
of the recovery program applies may utilize the follow ng
remedi es:

(1) The establishnent of mninmum menber contributions

pursuant to section 607(c).

(2) The deviation from municipal contribution

[imtations pursuant to section 607(d).

(3) The special rmunicipal taxing authority pursuant to

section 607(f).

(4) The del ayed inplenentation of funding standard over
ten years pursuant to section 607(g) or the del ayed

i npl enentation of funding standard over 15 years with 40 year

anortization period pursuant to section 607(h).

(5) Supplenental State assistance pursuant to section

607(k) and augnentation of supplenmental State assistance

pursuant to section 607(1).

(b) Mandatory renedies.--Any nmunicipality to which level |1

of the recovery program applies shall utilize the follow ng
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1 renedies:

2 (1) The aggregation of trust funds pursuant to section
3 607(b) .

4 (2) The establishnent of a revised benefit plan for

5 new y hired munici pal enployees pursuant to section 607(e).
6 The revised benefit plan shall have a normal cost which is
7 | ess than the normal cost of the benefit plan applicable to
8 current nmuni ci pal enpl oyees as reported in the nbost recent
9 prior actuarial valuation report for the pension plan. In
10 maki ng this determ nation, the normal cost for the revised
11 benefit plan shall be cal cul ated by applying the revised

12 benefit plan to the current active nmenbershi p denographi cs.
13 (3) The preparation subm ssion and inplenentation of a
14 pl an for inprovenent of the adm nistration of the pension
15 pl an or plans pursuant to section 607(i).

16 (4) The stabilization of pension plan cost pursuant to
17 section 607(j).

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

20 (a) GCenerally.--Notw thstanding any provision of |aw,

21 nmunicipal charter, nunicipal ordinance, municipal resolution

22 collective bargaining agreenent, or pension plan agreenent, the
23 renedies specified in this section shall be available to the

24 applicable nmunicipalities.

25 (b) Aggregation of trust funds.--I1f the nunicipality has

26 established and mai ntained nore than one pension plan for its
27 enployees and there are pension funds associated with those

28 pension plans, the nunicipality nmay aggregate the assets to the
29 credit of the various pension funds into a single pension trust
30 fund. Subsequent to the aggregation, the pension trust fund
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1

shall be the funding nechanismfor all pension plans connected

2 wth the aggregation.

3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) Each pension plan subject to the aggregation shal
have an undivi ded participation in the assets of the conbi ned
pensi on trust fund. For accounting purposes, the value of the
partici pation by each plan shall be cal cul ated annually. The
value for the initial year follow ng aggregation shall be
that portion of the total value of the pension trust fund
whi ch bears the sanme relationship that the val ue of the
assets of the pension plan as of the date of the aggregation
plus the contributions received by the pension trust fund
with respect to that pension plan since the date of
aggregation and reduced by the anount of retirenent annuities
and benefits paid fromthe pension trust fund for annuitants
and benefit recipients of that pension plan since the date of
aggregation bears to the total value of all assets
transferred to the pension trust fund as of the date of
aggregation plus the total contributions received by the
pensi on trust fund since the date of aggregation and reduced
by the total anount of retirenent annuities and benefits paid
for all annuitants and benefit recipients since the date of
aggregation. The value of the participation for each year
subsequent to the initial year follow ng aggregation shall be
that portion of the total value of the pension trust fund
whi ch bears the sanme relationship that the val ue of the
participation of the pension plan as of the close of the
precedi ng year plus the contributions received by the pension
trust fund with respect to that pension plan during the year
and reduced by the amount of retirenment annuities and

benefits paid fromthe pension trust fund for annuitants and
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1 benefit recipients of that pension plan during the year bears
2 to the total value of all participation in the pension trust
3 fund as of the close of the preceding year plus the total

4 contributions received by the pension trust fund during the
5 year and reduced by the total anmount of retirenent annuities
6 and benefits paid for all annuitants and benefit recipients
7 during the year.

8 (2) Legal title to assets in the aggregated pension

9 trust fund shall be in the municipality, or its nom nees, as
10 trustees for any person having a beneficial interest in a

11 particul ar pension plan which is associated with the pension
12 trust fund.

13 (3) The assets of the aggregated pension trust fund

14 shall be invested in investnent securities which are

15 aut hori zed i nvestnents pursuant to any applicable |aw for any
16 of the associ ated pension pl ans.

17 (4) Investnent earnings shall be allocated to each

18 associ ated pension plan in proportion to the nost recently
19 determ ned participation val ue.
20 (5) Vvaluation of assets shall be pursuant to the
21 provi sions of section 202(e)(1) and any applicable rules and
22 regul ati ons issued by the conmm ssion.
23 (6) The aggregated pension trust fund shall be nmanaged
24 by a board drawn fromthe managi ng boards or entities of the
25 associ at ed pension pl ans.
26 (c) M ninmum nmenber contributions.--The nunicipality may

27 specify m nimum menber contributions to the pension plan. The
28 nmenber contributions shall be specified as a percentage of

29 covered salary. For the benefit plan in existence on the

30 effective date of this subsection, the m ni rum nenber
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contribution shall not exceed 50% of the normal cost of the
pensi on plan, expressed as a percentage of covered payroll, as
reported in the nost recent actuarial valuation report of the
pensi on plan. For any benefit plan which is revised subsequent
to the effective date of this subsection, the m ni num nenber
contribution shall not be |less than 30% nor nore than 50% of
the normal cost of the revised pension plan, expressed as a
per cent age of covered payroll, as reported in the nost recent
actuarial valuation report of the revised pension plan.

(d) Deviation fromnunicipal contribution limtations.--The
muni ci pality may exceed any limtations on rmnuni ci pal
contributions to mnunicipal pension plans otherw se applicable to
the nmunicipality.

(e) Establishnent of a revised benefit plan for newy hired
muni ci pal enpl oyees. --The municipality may establish a revised
benefit plan of the pension plan applicable to any enpl oyee
first hired on or after the effective date of the instrunent
establishing the revised benefit plan. At the option of the
muni ci pality, the revised benefit plan may be extended to
i nclude an enployee first hired prior to the effective date of
the instrunent establishing the revised benefit who elects the
coverage. Menber contributions with respect to the revised
benefit plan of the pension plan shall at a mninmm be equal to
or exceed 30% and at a maxi num not to exceed 50% of the nornal
cost of the pension plan, expressed as a percentage of covered
payroll, as reported in the nost recent actuarial valuation
report of the pension plan.

(f) Special municipal taxing authority.--1f the tax rates
set by the nmunicipality on earned income and on real property

are at the maxi mum provi ded by applicable Iaw, the municipality
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may increase its tax on either earned incone or real property
above those maxi mumrates. The proceeds of this special
muni ci pal tax increase shall be used solely to defray costs
related to the pension plans of the nunicipality. The

muni cipality utilizing this special municipal taxing authority
shall not reduce the |evel of nunicipal contributions to the
pensi on plans fromrevenue sources utilized for this purpose
prior to the inplenentation of the special rmnunicipal taxing
authority. The average |evel of nunicipal contributions to the
pensi on plans fromall revenue sources utilized for this purpose
for the three years inmediately prior to the inplenentation of
t he special nunicipal taxing authority shall be expressed as a
per cent age of the average covered payroll for that sane three-
year period. In each year subsequent to the inplenentation of

t he speci al nunicipal taxing authority, the rmuni ci pal
contributions to the pension plan fromall revenue sources
existing prior to the inplenentation of the special existing
muni ci pal taxing authority shall equal or exceed this average
per centage of the current covered payroll.

(g) Del ayed inplenentation of funding standard over ten
years.--The municipality may delay full inplenmentation of the
actuarial funding standard specified in section 302 or 303,
whi chever is applicable, over a period not to exceed ten years
in duration. During the delayed inplenmentation period, the
muni ci pality shall make a municipal contribution to each
muni ci pal pension plan of an anmount equal to not |ess than the
muni ci pal contribution to the mnunicipal pension plan nade in the
i mredi ate prior year and the followi ng percentage of the
di fference between that anount and the full m ninmum rmuni ci pal

obligation with respect to the pension plan pursuant to section

19830H0857B0967 - 54 -



302 or 303, whichever is applicable:

Year Percentage of Difference
1984 10%
1985 20%
1986 30%
1987 40%
1988 50%
1989 60%
1990 70%
1991 80%
1992 90%
1993 and thereafter 100%

(h) Del ayed inplenentation of funding standard over 15
years; 40-year anortization period.--The nunicipality may del ay
full inplenentation of the actuarial funding standard specified
in section 302 or 303, whichever is applicable, over a period
not to exceed 15 years in duration and may cal cul ate that
actuarial funding standard on the basis of a 40-year
anortization period for the increment of unfunded actuari al
accrued liability in existence as of the beginning of the plan
year occurring in cal endar year 1984. During the del ayed
i npl enentation period, the nunicipality shall nake a nunici pal
contribution to each nunici pal pension plan of an anount equal
to not |l ess than the nunicipal contribution to the munici pal
pensi on plan nmade in the imediate prior year and the follow ng
percentage of the difference between that anmount and the ful
m ni mum runi ci pal obligation with respect to the pension plan
pursuant to section 302 or 303, whichever is applicable,
cal cul ated using the applicable 40-year anortization peri od.

Year Percentage of Difference
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16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

1984 6. 7%

1985 13. 4%
1986 20. 1%
1987 26. 8%
1988 33. 5%
1989 40. 2%
1990 46. 9%
1991 53. 6%
1992 60. 3%
1993 67.0%
1994 73. 7%
1995 80. 4%
1996 87. 1%
1997 93. 8%
1998 100. 0%

(i) Plan for adm nistrative inprovenent.--The nunicipality
shall prepare and subnmit to the conm ssion a conprehensive plan
for adm nistrative inprovenents in the pension plans, including,
but not limted to, an inprovenent in investnent perfornmance, an
increase in the liquidity of invested assets, an inproved
projection of future cash flow requirenents, a reduction in any
time delays for the deposit of menber deductions and rmuni ci pal
contributions in the funding nmechanismfor the pension plan or
an i nprovenent in the collection of any other accounts
recei vabl e. Upon approval of the comm ssion, the nunicipality
shall inplenment the plan for adm nistrative inprovenents.

(j) Pension plan cost stabilization.--The nunicipality shal
not nodify any provision of the benefit plan applicable to
active nenbers or retirement or other benefit recipients which

results in an increase in either the nornal cost or the
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anortization contribution of the pension plan.

(k) Supplenental State assistance.--The mnunicipality may
recei ve supplenental State assistance fromthe Suppl enental
St at e Assi stance Fund established pursuant to section 608. The
anount of the supplenental State assistance to which the
municipality is entitled shall be determ ned annual |y based on
the determ nation scoring which the nmunicipality received from
t he comm ssion pursuant to section 503, as follows:

(1) The determ nation score of the nmunicipality shall be
reduced by an amount equal to 25% of the maxi mum possi bl e
determ nati on score.

(2) The result cal cul ated pursuant to paragraph (1)
shall be expressed as a percentage of the maxi mum possi bl e
determ nati on score.

(3) The percentage cal cul ated pursuant to paragraph (2)
shall be applied to the dollar anobunt of difference between
t he amount of the municipal contribution to all rnunici pal
pensi on plans in aggregate and the full m ni num nmuni ci pal
obligation with respect to the pension plan pursuant to
section 302 or 303, whichever is applicable, to determ ne the
anount of supplenental State assistance for the nunicipality.

In the event that the total anount of supplenental State

assi stance determ ned as payable to all nmunicipalities entitled
to receive supplenental State assistance exceeds the maxi mum
appropriation provided for in section 608(b), the anount of
suppl enental State assi stance which shall be payable to each
muni ci pality shall be proportionately reduced. The suppl enent al
State assistance shall be distributed annually on the first

busi ness day occurring in Decenber.

(1) Augnentation of supplenental State assistance.--The
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muni ci pality may receive an allocation fromthe augnentation
account of the Supplenental State Assistance Fund established
pursuant to section 608. The anount of the augnentation
all ocation to which the nmunicipality is entitled shall be
determ ned annual |y based on the anobunt of the suppl enent al
State assistance to which the nunicipality is entitled pursuant
to subsection (k). The anmpbunt of supplenental State assistance
to which the municipality is entitled pursuant to subsection (k)
shall be expressed as a percentage of the total anmpbunt of
suppl enental State assistance to which all nunicipalities are
entitled, and that percentage shall be applied to the total
anount of augnentation available for distribution to determ ne
t he amobunt of augnentation to be allocated to the nunicipality.
Prior to 1988, the augnentation allocation so determ ned shal
be the augnentation of the supplenental State assistance payabl e
to the municipality. Conmencing in 1988, the augnentation
al l ocation so determ ned, or an anount equal to 60% of the
anount of the supplenental State assistance to which the
municipality is entitled, whichever is |less, shall be the
augnent ati on of supplenental State assistance payable to the
muni ci pality. The augnmentation of the supplenental State
assi stance shall be distributed annually on the first business
day occurring in Decenber, with the supplenental State
assi st ance.

(m Emergency | oan procedures.--The municipality may receive
a loan fromthe Supplenental State Assistance Fund in an anount
certified by the comm ssion. The | oan anount shall be sufficient
to elimnate the possibility of immnent default in the paynent
of retirement and other benefits by one or nore of the pension

pl ans mai ntained by the municipality. Ternms for the repaynent of
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any | oan shall be established by agreenent between the
muni ci pality and the comm ssion prior to the |oan.
Section 608. Supplenmental State Assistance Program and Fund;
augnent ati on account .

(a) Establishnent.--There is hereby established a
Suppl ement al State Assistance Program and Fund. The Suppl enent al
St at e Assi stance Fund shall be conprised of a Supplenental State
Assi stance Account and an augnentati on account. The Suppl enent al
St ate Assistance Program and Fund shall be adm ni stered by the
Audi tor General .

(b) Supplenental State Assistance Account. --Suppl enent al
St at e assi stance payabl e pursuant to section 607(k) shall be
paid fromthe Supplenental State Assistance Account. The
Suppl emrent al State Assistance Account shall be funded from an
appropriation by the Commonwealth fromthe General Fund of the
Commonweal th. Annual |y the comm ssion shall cal cul ate the anmount
of supplenmental State assistance payable to all eligible
muni ci palities and shall certify the required anount to the
CGeneral Assenbly. The anount of any annual certification of an
appropriation by the conm ssion shall not exceed $35, 000, 000.
The CGeneral Assenbly shall make an appropriation to the
Suppl emental State Assistance Account sufficient to provide for
t he amount certified by the conm ssion. The appropriation shal
be deposited on the | ast business day in Novenber annually.

(c) Augnentation account.--Augnentation of suppl enental
St at e assi stance payabl e pursuant to section 607(1) shall be
paid fromthe augnentation account. The augnentati on account
shall be funded fromthe applicable portion of the insurance
prem umtax funding the General Minicipal Pension System State

Ai d pursuant to section 402(c). Commencing in 1988, any bal ance

19830H0857B0967 - 59 -



© 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

in the augnentati on account remaining after the augnentation
al l ocation annually shall be credited to the General Muni ci pal
Pensi on System State Aid program for subsequent distribution
pursuant to section 607.

(d) Preconditions.--As a precondition for the receipt of any
suppl enental State assistance, the municipality shal
denonstrate prior good faith conpliance with any applicable
muni ci pal pension plan actuarial funding standard in effect.
The municipality shall also inplenment any mandat ory aspects of
t he applicable recovery program |l evel.

(e) Warrants.--Any supplenental State assistance or
augnent ati on of supplenmental State assistance anounts shall be
payabl e on warrants drawn by the Auditor Ceneral based on
certifications of the comm ssion.

(f) Expiration.--The Suppl enental State Assistance Program
and Fund shall termnate in 1998 or in the first year in which
there are no nmunicipalities entitled to receive suppl enent al
St ate assi stance, whi chever occurs earlier.

Section 609. Rules and regulations.

The comm ssion may i ssue any rul es and regul ati ons necessary
for the effective adm nistration and operation of the provisions
of this act.

CHAPTER 7
M SCELLANEQUS PROVI SI ONS
Section 701. Repeal.

The act of Decenber 6, 1972 (P.L.1383, No.293), entitled "An
act requiring nunicipal pension systens to have an actuari al
i nvestigation of the fund made by an actuary who shall report
his findings to the Departnment of Comrunity Affairs,” is

r epeal ed.
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Section 702. Reconmendati ons.

The conmm ssion shall within one year of the date of enactnent
of this act, fornulate and recommend to the General Assenbly and
to the Governor the specific |egislation anmending the current
| aws governi ng muni ci pal pension plans which is required to
effect conformty of those laws with the provisions of this act.
Section 703. Effective dates.

(a) In general.--Except as provided in subsections (b) and
(c), this act shall take effect imediately.

(b) Chapter 3.--The provisions of Chapter 3 relating to the
cal cul ation of the financial requirenents of the pension plan
and the m ninum obligation of the nunicipality with respect to
t he pension plan shall take effect on July 1 next follow ng the
date of enactnent. The provisions of Chapter 3 relating to the
paynment by a municipality of the m nimum obligation of the
muni cipality with respect to the pension plan shall take effect
January 1 next follow ng the date on which the provisions
relating to the calculation of the financial requirenments of the
pensi on plan and the mnimum obligation of the nmunicipality with
respect to the pension plan are effective.

(c) Chapter 6.--The energency | oan procedure established
pursuant to section 607(m and the establishnent of the
Suppl emental State Assistance Fund pursuant to section 608 shal
take effect January 1, 1984. Allocations of supplenental State
assi stance or augnentation of supplenental State assistance
anounts pursuant to section 607(k) and (I) shall take effect

Decenmber 1, 1987.
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