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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 26806 *%5

| NTRODUCED BY CAPPELLI, ALLEN, BARRAR, BEBKO- JONES, BELARDI ,
FABRI ZI O, GECRCE, GOOD, GOODMAN, GEI ST, HORSEY, JAMES, WLT,
BROWNE, KI RKLAND, KOTI K, LAUGHLI N, LEACH, SCLOBAY, J. TAYLOR
THOMAS, TRAVAGLI O WEBER, WOINARGCSKI, YOUNGBLOOD AND
YUDI CHAK, JUNE 8, 2004

REFERRED TO COVM TTEE ON FI NANCE, JUNE 8, 2004
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AN ACT

Requi ri ng municipal retirenent systens to pay annual
postretirenment adjustnments to certain retired munici pal
enpl oyees; and providing for the financing of these
adjustnments and for the adm nistration of the Commonweal th's
rei nbursenents for these adjustnents.
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21 This act shall be known and nmay be cited as the Annual
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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:
27 "Active enploynent." The situation of an individual, other
28 than an i ndependent contractor, who perfornms for conpensation
29 regqgular services for a nunicipality and who is regularly entered

30 on the payroll of the nmunicipality.
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"Annual rmuni ci pal enpl oyer postretirenent adjustnent,"”

"annual adjustnent” or "annual postretirenment adjustnment.” An
increase in the amount of a retirenent benefit as provided for
under this act.

"Chief admnistrative officer.” The person who has the
primary responsibility for the execution of the admnistrative
or managenent affairs of a nunicipal retirenment systemor the
desi gnee of that person.

"Firefighter.” A municipal enployee who holds a full-tine
position in the firefighting service of a nunicipality and has
retirement coverage provided by a retirenent system

“Muni ci pal enployee.”™ A firefighter, police officer or
nonuni f or med enpl oyee.

“"Municipality.” A borough, city, incorporated town or
townshi p, however constituted, whether operating under a
| egi sl ative charter, nmnunicipal code, optional charter adopted
under the act of July 15, 1957 (P.L.901, No.399), known as the
Optional Third Cass Cty Charter Law, a hone rule charter or an
optional plan adopted under the former act of April 13, 1972
(P.L.184, No.62), known as the Honme Rul e Charter and Opti onal
Plans Law, or 53 Pa.C. S. Part IIl Subpt. E (relating to hone
rul e and optional plan governnent), or other arrangenent or an
associ ation of these nunicipalities cooperating under the former
act of July 12, 1972 (P.L.762, No.180), referred to as the
I nt ergover nnental Cooperation Law, or 53 Pa.C. S. Ch. 23 Subch. A
(relating to intergovernnmental cooperation).

"“Nonuni f ormed nuni ci pal enpl oyee.”™ A nunicipal enployee
ot her than a police officer or firefighter.

"Police officer.” A nmunicipal enployee who holds a full-tine

position in the police service of a municipality and has
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retirement coverage provided by a retirenent system

"Postretirement adjustment.” An increase in or change in the
anount of a retirenent annuity, retirenent benefit, service
pensi on or disability pension benefit granted or effective after
active enpl oynent ceases.

"Public enpl oyee retirenent system"” An entity, whether a
separate entity or part of a governnmental entity, that collects
retirement and ot her enpl oyee benefit contributions from
gover nment enpl oyees and enpl oyers, hol ds and manages the
resulting assets as reserves for present and future retirenent
annuity, retirement benefit, service pension or disability
pensi on benefit paynments and nakes provision for these paynents
to qualified retirees and beneficiari es.

"Retirenment benefit." The anmount paid on a regular basis to
a retired or disabled police officer or firefighter by a
muni ci pal retirenent system established for police officers or
firefighters.

"Retirement system"” A public enployee retirenment system

"Speci al account." The Annual Munici pal Enpl oyee
Postretirenment Adjustment Account established under section 701.

CHAPTER 3
ANNUAL MUNI Cl PAL EMPLOYEE POSTRETI REMENT ADJUSTMENT
Section 301. Entitlenent to annual nunicipal enployee
postretirenment adjustnent.

A nmunicipal retirement systemshall pay a retired nunicipa
enpl oyee an annual nmuni ci pal enpl oyee postretirenent adjustnment
under this chapter if all of the follow ng apply:

(1) The retiree has term nated active enploynent with
the nmunicipality as a munici pal enployee.

(2) The retiree is receiving a retirenent annuity,
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1 retirement benefit, service pension or disability pension

2 benefit froma municipal retirenent systemon the basis of

3 active enploynment with a nunicipality as a nunici pal

4 enpl oyee.

5 (3) The retiree began receiving the retirenment annuity,
6 retirement benefit, service pension or disability pension

7 benefit before April 1 of the prior year.

8 Section 302. Anmpunt of annual adjustnent.

9 A nmunicipal retirenment systemshall pay a retired nunici pal
10 enployee an annual adjustnent equal to the increase in the

11 Consuner Price Index for the prior year mnus 0.5% provided

12 that the annual adjustnent may not exceed 5%

13 Section 303. Paynent of annual adjustnent.

14 The annual adjustnent is effective on the date of the first
15 paynent of the retiree's retirenent annuity, retirenent benefit,
16 service pension or disability pension benefit due after April 1
17 of each year. The nunicipal retirenment systemshall pay the

18 annual adjustnent as soon as practicable after that date and

19 shall include in the first paynent any onmtted anount payabl e
20 between the effective date of the adjustnment and the date of the
21 first paynent.
22 CHAPTER 5
23 FI NANCI NG OF ANNUAL MUNI Cl PAL EMPLOYEE POSTRETI REMENT
24 ADJUSTMENT
25 Section 501. Actuarial funding by nunicipality.
26 A municipality shall fund the actuarial liability
27 attributable to an annual nunici pal enpl oyee postretirenent
28 adjustnent under the provisions of the act of Decenber 18, 1984
29 (P.L.1005, No.205), known as the Minicipal Pension Plan Fundi ng
30 Standard and Recovery Act, and shall include that actuari al
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1 liability in the actuarial valuation report under that act.

2 Section 502. Reinbursenent by Conmonweal th for annual

3 adj ust nment .

4 (a) GCeneral rule.--

5 (1) Except as provided in subsection (b), beginning in
6 the year following the year in which the anortization

7 contribution requirenment attributable to an annual adjustnment
8 under Chapter 3 is first reflected in the financial

9 requi renents of the retirenment system determ ned under

10 Chapter 3 of the act of Decenber 18, 1984 (P.L.1005, No.205),
11 known as the Muinicipal Pension Plan Funding Standard and

12 Recovery Act, the Auditor General shall determ ne the

13 Commonweal t h rei nbursenent payable to the municipality

14 representing the anortization contribution requirenent

15 attributable to the annual postretirenent adjustnment under
16 Chapter 3 that was paid with revenues of the nunicipality

17 ot her than general nunicipal pension system State aid

18 provi ded under the Minicipal Pension Plan Funding Standard
19 and Recovery Act.
20 (2) The determ nation of the reinbursabl e anmount of the
21 anortization contribution requirenment attributable to the
22 annual postretirenment adjustnment under Chapter 3 in any year
23 shall be calculated as the anortization contribution
24 requi renent attributable to the annual postretirenent
25 adj ust ments under Chapter 3 and reflected in the
26 determi nation of the financial requirenents of the pension
27 pl an under Chapter 3 of the Mnicipal Pension Plan Funding
28 St andard and Recovery Act for the i mediate prior year |ess
29 t he product of that anortization contribution requirenent
30 multiplied by the ratio of the amount of general nunicipal
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pensi on system State aid allocated to the retirement system
in the imediate prior year to the total anobunt of nunicipal
contributions nade to the retirenent systemfromall sources
ot her than enpl oyee contributions in the i nmediate prior
year. \Where a municipality has issued bonds or notes to fund
an unfunded actuarial accrued liability under 53 Pa.C. S. Pt
VII Subpt. B (relating to indebtedness and borrow ng) or
under other |laws applicable to the nmunicipality, the general
muni ci pal pension system State aid and muni ci pal
contributions used by the nmunicipality to nmake debt service
paynents on the bonds or notes, or both, issued to fund an
unfunded actuarial accrued liability shall be included in the
calculation of the ratio applied to the anortization
contribution requirenent.

(3) The Conmmonweal th shall reinburse a nunicipality,
fromthe special account established under section 701, for
t he rei nbursabl e anount determ ned for each year under this
par agr aph.

(b) Limtation of eligibility.--

(1) The Commonweal th shall not rei nburse any
muni ci pality for an annual adjustnment paid under Chapter 3 if
the information required under section 901(a) either was not
certified to the Auditor General or was certified after Apri
1 of the year the certification was due.

(2) The Commonweal th shall not reinburse a municipality
for the rei nmbursable anbunt of the anortization contribution
requi renent attributable to the annual postretirenent
adj ust mrent under Chapter 3 if the nunicipality fails to
submt a conplete certification of the rei nbursabl e anmount of

the anortization contribution requirenment determ ned under
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subsection (a) to the Auditor General before April 1 of the

year in which the reinbursenent is payable.

(c) Variable definition of "anortization contribution
requirenent."--For purposes of this section, the term
"anortization contribution requirenent” shall have the nmeani ng
specified in this subsection as foll ows:

(1) In a runicipal pension plan with defined benefits
for which the municipality determ nes the financi al

requi renents of the pension plan under section 302 of the

Muni ci pal Pension Plan Funding Standard and Recovery Act, the

term"anortization contribution requirenent” shall nean the

anortization contribution requirenment attributable to the
annual postretirenment adjustnments under Chapter 3 that was
reflected in the financial requirenents of the pension plan
determ ned for the imediate prior year.

(2) In a municipal pension plan w thout defined benefits
for which the municipality determ nes the financi al

requi renents of the pension plan under section 303 of the

Muni ci pal Pension Plan Fundi ng Standard and Recovery Act, the

term"anortization contribution requirenent” shall nean the

sum of the paynments made to the retirenment systemin the

i medi ate prior year in order to provide the annual

postretirenment adjustnments under Chapter 3 in that year.

CHAPTER 7
SPECI AL ACCOUNT
Section 701. Establishnent.

The Annual Muini ci pal Enpl oyee Postretiremnment Adjustnment
Account is established in the Municipal Pension Aid Fund. The
speci al account shall be established as soon as practicable

following the effective date of this section.
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Section 702. Deposits into special account.

Not wi t hst andi ng any applicabl e provision of the act of My
12, 1943 (P.L.259, No.120), referred to as the Foreign Casualty
I nsurance Premi um Tax Allocation Law, or any applicable
provi sion of the act of March 4, 1971 (P.L.6, No.2), known as
t he Tax Reform Code of 1971, or the provisions of sections
402(b) and 803(c) of the act of Decenber 18, 1984 (P.L.1005,

No. 205), known as the Municipal Pension Plan Funding Standard
and Recovery Act, prior to the deposit of the proceeds of the
i nsurance premumtax on foreign casualty insurance prem uns
into the General Municipal Pension System State A d Program
revenue account, an anmount sufficient to provide for the
Commonweal th' s rei nbursenent paynents and rei nbursabl e anounts
to municipalities for annual adjustnments under this act shall be
deposited in the separate account created under section 701.
CHAPTER 9
ADM NI STRATI VE PROVI SI ONS

Section 901. Municipal retirement systemcertification of

adj ust mrents paid and of reinbursabl e anounts.

(a) Certification.--On January 1 of each year the chief
adm nistrative officer of a nmunicipal retirement systemthat
pays an annual adjustnment under Chapter 3 in that year shal
certify the rei nbursabl e anount under section 502(a) to the
Audi tor General not later than April 1 of the foll ow ng year

(b) Certification form--Not |later than February 1 of each
year, the Auditor Ceneral shall send each nmunicipality
mai ntaining a retirenent systemfor nunicipal enployees a notice
of the filing requirenent for the certification of the
rei nbursabl e anount under section 502(a), which shall include a

detail ed description of the formula for determi ning the
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rei nbursabl e anount and the proper formon which to make the

certifications under subsection (a).

Section 902. Commonweal t h di sbursement of rei nbursenent
paynent .

(a) Paynment to account.--Not later than June 1 of the year
in which the formis due, the Auditor General shall certify to
the State Treasurer the anount to be deposited into the special
account and shall draw a warrant, payable to the treasurer of
the nmunicipality, on the State Treasurer fromthe specia
account created for the anopunt certified under section 901(a).

(b) Disbursenments.--Not |ater than the first business day of
Cct ober of the year in which the certification formis due, the
State Treasurer shall disburse the reinbursenment paynment for the
postretirenment adjustnments under Chapter 3 out of the speci al
account .

Section 903. Municipal receipt of reinbursenment paynent.

Upon recei pt of the rei nbursenent paynent fromthe
Commonweal th for the annual postretirenent adjustnents under
Chapter 3, the treasurer of the nunicipality shall deposit the
rei nbursenent paynent into the nunicipality's general fund.
Section 904. Adm nistration by Auditor General.

The Auditor General shall adm nister the annual rmuni ci pal
enpl oyee postretirenment adjustnment reinbursenment paynments. Under
the act of July 31, 1968 (P.L.769, No.240), referred to as the
Commonweal th Docunments Law, and 2 Pa.C. S. (relating to
adm ni strative |law and procedure), the Auditor General shal
pronul gate regul ati ons necessary for the efficient
adm ni stration of these reinbursement paynments and shall specify
the formand content of any fornms applicable to the

rei nbursenent paynents. The Auditor Ceneral shall make an audit,
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as deened necessary, in accordance with generally accepted
governnmental auditing standards of every nunicipality that
receives a reinbursenent paynent under this act and of every
muni ci pal retirenent systemthat pays an annual adjustnment under
this act.
CHAPTER 11

M SCELLANEQUS PROVI SI ONS
Section 1101. Limtation of prior act.

To the extent that an annual municipal enpl oyee
postretirenment adjustnment granted by the Comonweal t h causes the
calculation of total benefits to be paid to a nmenber of a police
force receiving retirenment benefit to exceed the Iimtations
contained in the act of May 29, 1956 (1955 P.L. 1804, No.600),
referred to as the Minicipal Police Pension Law, the police
pensi on fund may exceed the limtations therein provided to pay
the adjustnent to the retired or disabl ed nmenber.

Section 1102. Repeals.

Al'l acts and parts of acts are repeal ed insofar as they are
inconsistent with this act.
Section 1103. Effective date.

This act shall take effect in 60 days.
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