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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 21 %8

I NTRODUCED BY NI CKOL, JANUARY 27, 1997

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
OCTOBER 28, 1997
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AN ACT
Amendi ng the act of Decenber 18, 1984 (P.L.1005, No.205),
entitled "An act mandating actuarial funding standards for

al | rmunici pal pension systens; establishing a recovery

program for rmunici pal pension systens determ ned to be

financially distressed; providing for the distribution of the
tax on the premuns of foreign fire insurance conpanies; and
maki ng repeal s,™ further providing for contents of actuari al
val uation report.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 202(b)(4) of the act of Decenber 18, 1984
(P.L.1005, No.205), known as the Municipal Pension Plan Funding
St andard and Recovery Act, anmended February 14, 1986 (P.L.23,
No.9), is anended to read:

Section 202. Contents of actuarial valuation report.

* * %

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

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

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

t echni que which the comm ssion may authorize. The actuari al
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exhi bits shall use actuarial assunptions which are, in the

j udgnment of the actuary and the governing body of the plan, the
best avail able estimate of future occurrences in the case of
each assunption. Wth respect to 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 plan year. The actuarial valuation report shall contain
the foll ow ng actuarial exhibits:

* %

(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
as to investnent earnings applied to the principal anount of
t he remai ni ng bal ance of the increnent of unfunded actuari al
accrued liability and to retire by the applicable
anortization target date specified in this paragraph the
princi pal anount of the remaining bal ance of the increnent of
unfunded actuarial accrued liability. The anortization target
date applicable for each type of increnent of unfunded
actuarial accrued liability shall be as foll ows:

(1) (A In the case of a pension plan established
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on or prior to January 1, 1985 for the unfunded

actuarial accrued liability in existence as of the

begi nni ng of the plan year occurring in cal endar year

1985, at the end of the plan year occurring in

cal endar year 2015; or

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

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

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

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

(v) Increnment or decrenent of net unfunded actuari al

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.
Wth respect to any applicable pension plan other than a plan
whi ch conprises all or part of a noderately distressed or a
severely distressed municipal pension system if the
remai ni ng average period between the current average attai ned
age of active nenbers as of the valuation date and the | ater
of their earliest average nornmal retirement age or their
average assuned retirenment age is |less than the applicable
period or periods ending with the anortization target date or
dates specified in subparagraph (i), (ii), (iii) or (v), the
appropriate anortization target date for the applicable
subpar agr aph determned with reference to the | ongest
appl i cabl e remai ni ng average period rounded to the next

| ar gest whol e nunber shall be used. Wth respect to any plan

vear begi nning after Decenber 31, 1997, if, AS OF THE <—

BEGA NN NG OF THE PLAN YEAR, the ratio of the actuarial val ue

of assets to the actuarial accrued liability exceeds 0.70 AND <—

THE GOVERNI NG BODY OF THE MUNI Cl PALI TY HAS PASSED A

RESCOLUTI ON TO | RREVOCABLY COM T THE MUNICI PALITY TO APPLY

THE LIMT ON THE ADDI TI ONAL FUNDI NG COSTS, AS PROVI DED

HEREIN, I N THE PREPARATI ON OF THE CURRENT AND ALL FUTURE

EXH BI TS UNDER THI S PARAGRAPH, then the sum of the additi onal

fundi ng eest COSTS for subparagraphs (i), (ii), (iii), (iv) <—

and (v) above shall not exceed the anpunt required to

anortize the remai ni ng unfunded actuari al accrued liability

as of the begi nning of the plan year over ten yvears in |evel

annual dollar contributions. The exhibit shall indicate the

total dollar amount of additional funding costs associ ated
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1 with the anortization of any unfunded actuarial accrued

2 liability of the pension plan applicable for that plan year

3 and any subsequent plan year occurring prior to the

4 preparation of the next required actuarial valuation report,
5 whi ch shall be the total of the additional funding costs

6 associated with the anortization of each increnent of

7 unfunded actuarial accrued liability. The exhibit shall al so
8 i ndicate the plan year in which any unfunded actuari al

9 accrued liability of the pension plan would be fully

10 anortized if the total annual additional funding cost

11 cal cul ated pursuant to this paragraph were net continuously
12 wi t hout increase or decrease in anmount until the total

13 unfunded actuarial accrued liability currently existing was
14 fully anortized. In calculating the additional funding costs
15 associated with the anortization of any unfunded actuari al

16 accrued liability of the pension plan in any plan year, any
17 anortization contribution made in the interval since the |ast
18 actuarial valuation report shall be allocated to each type of
19 i ncrenent of unfunded actuarial accrued liability in
20 proportion to the renaining dollar anount of each type.
21 * %
22 Section 2. This act shall apply to actuarial exhibits of
23 additional funding costs associated with the anortization of any
24 unfunded actuarial accrued liability prepared for plan years
25 beginning after Decenber 31, 1997.
26 Section 3. This act shall take effect imediately.
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