
 
 
 

COMMONWEALTH OF PENNSYLVANIA 
PUBLIC EMPLOYEE RETIREMENT COMMISSION 

P. O. BOX 1429, HARRISBURG, PA   17105-1429 
 
 

September 8, 2015 
 
 
The Honorable Kate M. Harper 
Majority Chairman  
House Local Government Committee 
House of Representatives 
209 Ryan Office Building 
Harrisburg, PA   17120 
 

    Re: Advisory Note for 
     House Bill Number 32, Printer’s Number 1205 

 
Dear Representative Harper: 
 
 Pursuant to your request, the Public Employee Retirement Commission has prepared 
the attached advisory note on the above referenced bill.  The bill would amend the 
Pennsylvania Municipal Retirement Law (Act 15 of 1974) to establish the “Statewide Municipal 
Police Officers’ Pension Plan” (“Plan”).  The Plan would require mandatory membership in the 
Pennsylvania Municipal Retirement System as an Article IV-A member for any municipal police 
officer hired on or after January 1, 2016, excluding police officers hired by a city of the first or 
second class.  Employer contributions to the Plan would be no less than 7.5% of salary, with a 
mandatory employee contribution of 7.5% of salary.  An Article IV-A member would be eligible 
for an annual benefit accrual rate of 2.5%, not to exceed 65% of the member's final salary.  
Membership in the Plan for municipal police officers hired on or before December 31, 2015, will 
be optional. 
 
 The Commission is utilizing an “advisory note,” as distinct from an “actuarial note” 
referred to in the Public Employee Retirement Commission Act (Act 66 of 1981), for the 
analysis of proposed pension legislation when the legislation is being considered by the General 
Assembly.  The advisory note is prepared primarily by the staff of the Commission, with review 
or additional analysis by a consulting actuary retained by the Commission as deemed 
necessary.  The advisory note is intended to provide the General Assembly with an 
identification of the pension policy issues contained in proposed legislation and, if possible, 
with broad information on the likely actuarial cost of the proposal. 
 
 I hope that the attached advisory note provides you with the information that you 
require.  Should you have any questions, please feel free to call the Commission’s office at (717) 
783-6100. 
 
      Sincerely, 
 
 
 
      James L. McAneny  
      Executive Director 
 
Attachment 
 
cc: The Honorable Robert L. Freeman 
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SYNOPSIS 
 
House Bill Number 32, Printer’s Number 1205, would amend the Pennsylvania Municipal Retire-
ment Law (Act 15 of 1974) to establish the “Statewide Municipal Police Officers’ Pension Plan” 
(“Plan”).  The Plan would require mandatory membership in the Pennsylvania Municipal Retire-
ment System (PMRS) as an Article IV-A member for any municipal police officer hired on or after 
January 1, 2016, excluding police officers hired by a city of the first or second class.  Employer con-
tributions to the plan would be no less than 7.5% of salary, with a mandatory employee contribu-
tion of 7.5% of salary.  An Article IV-A member would be eligible for an annual benefit accrual rate 
of 2.5%, not to exceed 65% of the member's final salary.  Membership in the plan for municipal po-
lice officers hired on or before December 31, 2015, will be optional. 
 
 
DISCUSSION 
 
Pennsylvania currently has approximately 956 pension plans for municipal police employees, rep-
resenting one-third of all municipal pension plans in the Commonwealth.  Based upon the 2013 
Act 205 reporting period data (the most recent available), including the City of Philadelphia, these 
plans had a total of 17,434 active members, with an average membership of 18.2 members per 
plan.  Three hundred fifty-two (352) of the police plans, or 37%, had three or fewer active mem-
bers; and three hundred five (305) plans, or 32%, had from 4 to 10 members.  Nearly 70% of all the 
police pension plans have less than 11 members.  In total, these 956 police pension plans were pay-
ing benefits to approximately 20,665 retired members and beneficiaries.  It should be noted that 
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the City of Philadelphia represents approximately 34% of the active membership and 50% of the 
retired members and beneficiaries. 

 
The Pennsylvania Municipal Retirement System  

 
The Pennsylvania Municipal Retirement System (PMRS) is a governmental multiple-employer re-
tirement system created by the Commonwealth under the Pennsylvania Municipal Retirement 
Law for the purpose of administering municipal retirement systems for municipalities on a con-
tracted basis.  Responsibility for the organization and administration of PMRS is vested in its 11-
member Pennsylvania Municipal Retirement Board (Board).  The Commonwealth appoints all 11 
Board members, but the Commonwealth is not financially accountable as there is no imposition of 
will, no financial benefit/burden, nor fiscal dependency associated with PMRS.  PMRS, therefore, 
is considered a related organization of the Commonwealth. 
 
Municipalities participating in PMRS are financially responsible only for their own plan obliga-
tions.  PMRS is maintained by contributions from municipalities, payroll deductions and other 
contributions of employees, and by earnings from the investments of the System.  While the mon-
ies of individual municipalities are accounted for separately, they are pooled for investment expe-
rience.  PMRS also pools certain cost experiences, including the cost of administration, disability 
experience, and retired life experience.  As of January 1, 2013, PMRS reported that there were 
7,599 active employees participating in 714 PMRS-covered defined benefit plans and 1,131 active 
employees participating in 251 cash balance plans covered by PMRS.  
 

Statewide Municipal Police Officers’ Pension Plan 
 
The transition to a statewide plan will occur through the mandatory participation of police em-
ployees hired on or after January 1, 2016.  Under the bill, a local government police pension plan 
established prior to January 1, 2016, may continue to operate until either all of the plan’s current 
members and beneficiaries are voluntarily transferred to the new statewide plan, or until the local 
police pension plan no longer has members or beneficiaries representing actual or potential liabili-
ties.  Provisions are also included in the bill for the optional participation by current police em-
ployees, provided that both the affected municipality and the employees agree on the terms of par-
ticipation and that all existing pension liabilities are fully-funded prior to participation.  Once the 
police employees and municipality agree to participate in the Plan, the election will be irrevocable. 
 
For the purposes of this analysis, the Commission staff has assumed that no existing police pen-
sion plans will voluntarily transfer current members into the statewide plan.  Instead, the Com-
mission staff has assumed that only police employees hired on or after January 1, 2016, will be-
come members of the statewide plan, as mandated by the bill.  The staff’s assumption results in 
the gradual recognition of the aggregate effects of full implementation of the statewide plan over 
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the course of 20 years, after which time practically all local government police officers will be 
members of the statewide plan.  
 
Organization and Administration  
 
Under the bill, the new statewide retirement plan for police employees will be administered under 
the auspices of an existing state agency – the Pennsylvania Municipal Retirement System.  The 
Pennsylvania Municipal Retirement System possesses both the necessary staff and expertise to 
effectively administer such a large retirement plan.  Most of the details governing the actual oper-
ation of the new statewide retirement plan are delegated to the PMRS Board, which will be re-
sponsible for establishing the rules and regulations governing the Plan.  These rules and regula-
tions will presumably address the many specific details involved in the operation of a public pen-
sion plan, such as the collection of contributions, investment options, benefit payment methods, 
domestic relations orders, beneficiary designations, etc.  
 
Administrative and Investment Expenses 
 
Municipal governments are increasingly required to react to multiple levels of state and federal 
legislation concerning tax and other employment related issues.  Within Pennsylvania’s decentral-
ized system, the availability and accuracy of reliable data are accordingly becoming more critical.  
Plan documents, including demographics, earnings, and payment records, must be maintained 
over the active and retired life of employees, which often exceeds fifty years.  Small municipalities 
very often lack the administrative continuity to perform these functions on a long-term basis.  
 
Additionally, the high per-member costs associated with administering so many small municipal 
plans and the direct costs attributable to the investment function have long been a concern of the 
Commission.  These administrative and investment costs are significantly greater for most local 
government police plans than for either large municipal plans, such as the City of Philadelphia, or 
for a multiple-employer retirement system such as PMRS.  A review of the Commission’s 2013 Act 
205 reporting data revealed that the average per-member administrative costs for the Common-
wealth’s approximately 954 local government police pension plans (excluding Philadelphia and 
Pittsburgh) were $1,612.  The average per-member administrative costs under PMRS for the same 
reporting period were $392.  The average per-member investment costs for the local government 
police pension plans were $1,590.  Under PMRS, the average per-member investment costs were 
$762. 
 
The Commission staff has estimated the administrative cost savings associated with the consolida-
tion of administrative functions through the proposed statewide retirement plan.  The Commission 
staff’s analysis of annual administrative expenses for 2013 for the 954 police pension plans was 
approximately $15,807,092, or $1,612 per-member based upon 9,804 active members.  Using the 
average per-member administrative costs under PMRS, $392, the total hypothetical annual 
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administrative expenses for the statewide retirement plan would have been approximately 
$3,800,000.  Therefore, the reduction in annual administrative expenses resulting from the estab-
lishment of a statewide retirement plan would have been approximately $12,000,000 in 2013.  If 
the annual administrative expense savings resulting from the establishment of a statewide re-
tirement plan is assumed to increase at a rate of 3% per year, then the reduction in annual admin-
istrative expenses in year 20 amounts to approximately $21,000,000 in current dollars. 
 
The Commission staff has also estimated the investment cost savings associated with the consoli-
dation of investment functions through the proposed statewide retirement plan.  The Commission 
staff’s analysis of annual investment expenses for 2013 for the 954 police pension plans (excluding 
Philadelphia and Pittsburgh) was approximately $15,588,360, or $1,590 per-member based upon 
9,804 active members.  Using the average per-member investment costs under PMRS, $762, the 
total hypothetical annual investment expenses for the statewide retirement plan would have been 
approximately $7,500,000.  Therefore, the reduction in annual investment expenses resulting from 
the establishment of a statewide retirement plan would have been approximately $8,000,000 in 
2013.  If the annual investment expense savings resulting from the establishment of a statewide 
retirement plan is assumed to increase at a rate of 3% per year, the reduction in annual invest-
ment expenses in year 20 amounts to approximately $14,000,000 in current dollars. 
 
The relative administrative and investment efficiency and effectiveness of a single, consolidated 
statewide retirement plan over the administration of large numbers of very small municipal plans 
is evident.   
 
Actuarial Cost Methodology 
 
Actuarial cost methodology is used in the administration of a retirement system to determine a 
total cost that is systematically funded in advance of the actual pension benefit payments.  Actuar-
ial cost methodology is also used to assure the predictability of the ongoing funding requirements 
of the retirement system.  The broad base of demographic experience afforded by a pension plan 
with a large membership allows greater accuracy in the choice of actuarial assumptions and con-
sequently improves the reliability of the actuarial cost determinations.  However, when actuarial 
cost calculations are performed for a pension plan with a small membership, there is a limited 
base of demographic experience upon which to base the choice of actuarial assumptions.  Because 
actuarial assumptions are largely based on statistical averages, the size of the plan directly affects 
the probability of the predicted events being realized.  In the absence of an adequate experience 
base, the selection of accurate actuarial assumptions is difficult, and the reliability of the actuarial 
cost determinations is reduced.  As stated previously, a review of the Commission’s 2013 Act 205 
reporting data reveals that the average membership of police pension plans in the Commonwealth 
is approximately 18.2 members per plan.  No accepted actuarial cost method can be reliably ap-
plied to these small pension funds. 
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Investment of Plan Assets  
 
Investment management is another function that demonstrates the relative inefficiency of the cur-
rent decentralized structure of local government police employee retirement systems.  In addition 
to compounding the direct costs attributable to the investment function, the dispersed investment 
activity limits access to certain investments that require minimum threshold deposits and impedes 
the level of diversification that would be available to a larger fund.  To the extent that the lack of 
investment diversification or the limited access to investment vehicles diminishes earnings, the 
current decentralized structure of local government retirement systems increases the pension costs 
that must be financed with tax revenues.  Under the bill, many of these inefficiencies would be rec-
tified by the implementation of a centralized structure through the new statewide retirement plan 
that would permit diversification of investments, a wider range of access to certain investments, 
and economies of scale.  
 
Benefit Structure  
 
Much of the benefit disparity of municipal police pension plans results from the confusing and 
sometimes conflicting state laws governing police pension benefits.  There are more than a dozen 
state laws, many of which have been amended repeatedly, that impact the benefits to be provided 
to municipal police officers.  Most municipal police pension plans have a benefit structure with a 
basic benefit of 50 percent of final average salary, after meeting age and service requirements.  
Some plans, however, provide benefits as low as 20 percent of final salary and some are as high as 
80 percent of final salary.  The normal cost rates among municipal police plans also vary greatly 
and are another indicator of the disparity in benefits.  Normal costs, when stated as a percentage 
of payroll, during the 2013 Act 205 reporting period were as low as 5.38 percent of payroll and as 
high as 45.74 percent of payroll.  
 
Under the bill, the superannuation retirement age for an Article IV-A member is age 50 with 20 
years of credited service.  A member becomes vested after 12 years of service, which is in accord-
ance with the existing PMRS structure.  The annual benefit for an Article IV-A member would be 
calculated by multiplying the member’s years of credited service times the member’s final salary 
times 2.5%, not to exceed 65% of the member’s final salary.  Final salary is calculated as the aver-
age annual compensation earned by the member during the final three years of credited service. 
 
The bill also seeks to amend the definition of “compensation” under the PMRS Code to exclude 
overtime pay in excess of 30% of base salary from the retirement benefit calculation for Article IV-
A members.  This would statutorily acknowledge that many police pension plans currently include 
overtime pay in the final salary calculation, despite current statutes to the contrary.  The inclusion 
of overtime pay in the determination of retirement benefits has the potential to result in benefit 
“spiking,” and the possibility of costs being shifted to other employers.  This should be considered 
by the bill’s sponsors. 
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Under the bill, the linking of pension disability with Workers’ Compensation constitutes a signifi-
cant reduction from current benefits.  In Miller v. Bethlehem City Council, 760 A. 2d 446 (2000), 
the Commonwealth Court held that the “abnormal working conditions” standard applicable to psy-
chological disability claims under Workers’ Compensation and the Act of June 28, 1935, P. L. 147, 
as amended, 53 P. S. §§ 637-638, commonly referred to as the “Heart and Lung Act,” does not ap-
ply to disability retirement claims.  This bill would appear to reverse that decisional law.  Howev-
er, the bar against offsetting Workers’ Compensation for any disability pension benefit may miti-
gate some of the savings. 
 
Employee and Employer Contributions 
 
The bill requires all active members of the statewide plan to make employee contributions to the 
plan in the amount of 7.5% of compensation.  For the 2013 Act 205 reporting period, the average 
employee contribution was 4.22% of compensation. 
 
The employer contribution will be equal to the amount necessary to fund the liability of the bene-
fits payable to members, but shall be no less than 7.5% of compensation.  For the 2013 Act 205 re-
porting period, the average employer contribution was 13.26% of compensation. 
 
Portability 
 
The current lack of portability among police pension plans prevents an employee from transferring 
pension rights and benefits from one municipal employer to another in conjunction with job chang-
es.  Accordingly, many police employees are restricted in their ability to achieve their full career 
potential.  Employers also lose significant flexibility because of the impediment lack of portability 
imposes on the selection of employees from other municipalities.  Under the current decentralized 
system, it is impracticable to establish an equitable method to value and transfer assets and ser-
vice credits among municipalities with varying benefit structures, funding mechanisms and fund-
ed conditions.   
 
The single, statewide plan provided for under the bill provides complete portability for municipal 
police employees and provides professional police employees with retirement advantages similar to 
that of a single statewide employer. 
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For the purposes of this advisory note, the Commission staff is including an actuarial cost estimate 
that was originally provided to the Commission by PMRS during the 2013-2014 legislative ses-
sions on a proposal that was substantively identical to this current bill.  On November 5, 2013, the 
consulting actuary for PMRS prepared an actuarial cost estimate on House Bill Number 1651, 
Printer’s Number 2282.  The estimate was not independently reviewed by the Commission’s con-
sulting actuary, but is being attached to the Commission’s advisory note on this bill.   
 
Please note: the following cost estimate was prepared by the consulting actuary for PMRS on 
House Bill Number 1651, Printer’s Number 2282, and is based on data submitted by PMRS as of 
January 1, 2013. 
 
Since the demographic characteristics of the proposed plan members are unknown, the PMRS staff 
assumes that the police officers who enrolled in 2011 and 2012 in any one of the police pension 
plans currently administered by PMRS represent an average of the new members enrolling in the 
plan on January 1, 2014.  It was assumed that the projected population of 70 officers would all be 
hired on January 1, 2014, and would be provided membership in the statewide plan.  The average 
age of an officer of the new plan would be 33 years of age, with an average annual compensation of 
$49,281.  The expected retirement age would be 56 years of age.   
 
The estimated total normal cost for a plan with a single officer being hired at age thirty-three at a 
salary of $49,281 is projected to be 22.76% of compensation, or $11,216.  The employer normal cost 
is projected to be 15.26%, or $7,520, with an employee contribution of 7.5% of compensation, or 
$3,696.  While the bill provides for the plan’s actuarial gains and losses to be amortized as a per-
centage of estimated compensation of covered officers and applied to the employer’s normal cost, 
the bill also sets the minimum employer cost, regardless of plan experience, at 7.5% of compensa-
tion.  
 
While this is an advisory note, rather than an actuarial analysis of the Commission, the staff 
would note that the normal cost calculations proposed by the actuary for PMRS assume that the 
current average age of an active police officer will be the normal hire age for police officers under 
the new plan; this could understate the normal cost.  
  
 
POLICY CONSIDERATIONS 
 
In reviewing the bill, the Commission staff identified the following policy considerations: 
 

Statewide Plan.  The establishment of a statewide municipal police pension plan would 
remedy the problems of ineffective and inefficient administration, lack of portability, and 
disparity in benefit structure.  Additionally, a statewide plan would, when fully implement-

SUMMARY OF ACTUARIAL COST IMPACT 
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ed, provide for reliable actuarial funding, enhance membership services, and provide equi-
table retirement benefits to the Commonwealth’s municipal police officers. 
 
Administrative Efficiency.  Implementation of a statewide retirement plan for local gov-
ernment police employees will enable the consolidation of administrative functions, increas-
ing efficiency and significantly reducing costs associated with providing employee retire-
ment benefits.  
 
Determination of Actuarial Funding Requirements.  The bill resolves the present difficul-
ties in the application of actuarial cost methods in numerous small plans by gradually con-
solidating the membership of the approximately 954 police pension plans into a single re-
tirement plan.  
 
Centralized Investment Management.  The consolidation of assets and centralization of in-
vestment management functions provided for in the bill will serve to maximize potential 
investment earnings and reduce the risks of adverse investment experience. 
 
Benefit Portability.  A statewide retirement plan for local government police employees will 
ensure pension benefit portability for police employees.  The transfer of retirement service 
credits between local governments will eliminate a substantial impediment to police em-
ployee mobility, facilitating recruitment, and providing more equitable retirement benefits 
when a public safety career involves service with more than one government entity. 
 
Benefit Uniformity.  Because local governments will provide more uniform benefits within 
the parameters provided by a statewide plan, the competitive pressure on police employees 
to achieve higher benefits will diminish, and the benefit provisions will be more widely un-
derstood and accessible.   
 
Enhanced Member Services.  The statewide plan provided for in the bill will ensure an ade-
quate and consistent level of retirement-related services to police employees.   
 
Enhanced Benefit Tier.  If enacted, the bill’s inclusion of overtime compensation up to 30% 
of base salary in the retirement benefit formula, combined with the implementation of a 
more generous final average salary calculation for most police employees, would have the 
effect of functioning as an enhanced benefit tier applicable to new employees of the 
statewide retirement plan.   
 
Change in Employer Normal Cost.  Because the retirement benefit provided in the bill rep-
resents a benefit enhancement for new members of the statewide retirement plan, it re-
sults, on average, in an increase in the employer normal cost for municipalities from a cur-
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rent average of 13.26% of compensation to 15.26% of compensation (as of 2013) under the 
new retirement plan. 
 
Maximum Benefit Payable.  Superannuation benefits calculated at 2.5% of final average 
salary are payable after 20 years of service and 50 years of age.  Because of the maximum 
benefit payable of 65% of pay, the statewide pension plan offers no inducement for service 
beyond 26 years. 
 
Technical Operational Issues.  In reviewing the bill, the Commission staff noted the follow-
ing technical operational issues.    

 
Drafting Considerations.  The bill makes no explicit prohibition of the establishment 
of any new police retirement plans or systems by local governments other than 
through participation in the Statewide Municipal Police Officers’ Pension Plan. 
 
It is unclear how the final and irrevocable determination of disability can be recon-
ciled with the return to service provisions in the bill. 
 
As it is written, under Section 406-A of the bill, there is no provision in place in the 
event of a member terminating service prior to meeting the superannuation retire-
ment requirements of attaining age 50 and completing 20 years of credited service.  
This appears to be a drafting ambiguity that should be addressed by the bill’s spon-
sors. 
 

 
ATTACHMENTS 
 
A Proposal for the Establishment of a Pennsylvania Statewide Municipal Police Officers Pension 
Plan, November 5, 2013, provided by Pennsylvania Municipal Retirement System, which includes 
the Actuarial Note on House Bill Number 1651, Printer’s 2282, prepared for the Pennsylvania 
Municipal Retirement System by Kenneth A. Kent of Cheiron, Inc. 
 
House Bill Number 32, Printer’s Number 1205. 
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 PRINTER'S NO.  1205 

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL 
No. 32 Session of 

2015 

INTRODUCED BY GRELL, CALTAGIRONE, GODSHALL, MILLARD, DIAMOND, 
GINGRICH, GOODMAN, PICKETT, COHEN, GILLEN AND DELOZIER, 
APRIL 14, 2015 

REFERRED TO COMMITTEE ON LOCAL GOVERNMENT, APRIL 14, 2015 

AN ACT
Amending the act of February 1, 1974 (P.L.34, No.15), entitled 

"An act creating a Pennsylvania Municipal Retirement System 
for the payment of retirement allowances to officers, 
employes, firemen and police of political subdivisions and 
municipal authorities and of institutions supported and 
maintained by political subdivisions and municipal government 
associations and providing for the administration of the same 
by a board composed of the State Treasurer and others 
appointed by the Governor; imposing certain duties on the 
Pennsylvania Municipal Retirement Board and the actuary 
thereof; providing the procedure whereby political 
subdivisions and municipal authorities may join such system, 
and imposing certain liabilities and obligations on such 
political subdivisions and municipal authorities in 
connection therewith, and as to certain existing retirement 
and pension systems, and upon officers, employes, firemen and 
police of such political subdivisions, institutions supported 
and maintained by political subdivisions, and upon municipal 
authorities; providing for the continuation of certain 
municipal retirement systems now administered by the 
Commonwealth; providing certain exemptions from taxation, 
execution, attachment, levy and sale and providing for the 
repeal of certain related acts," in general provisions, 
further providing for definitions, for general powers of 
board, for retirement funds and accounts and for management 
and investment of fund and interest credits; and providing 
for Statewide Municipal Police Officers Pension Plan.
The General Assembly of the Commonwealth of Pennsylvania 

hereby enacts as follows:
Section 1.  The definitions of "compensation," "final 
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salary," "municipal account," "Municipal Pension Funding 
Standard and Recovery Act" and "superannuation retirement age" 
in section 102 of the act of February 1, 1974 (P.L.34, No.15), 
known as the Pennsylvania Municipal Retirement Law, amended 
December 19, 1975 (P.L.520, No.153) and July 9, 2010 (P.L.434, 
No.56), are amended and the section is amended by adding 
definitions to read:

Section 102.  Definitions.--As used in this act:
* * *
"Article IV-A annuitant" means an annuitant under Article 

IV-  A of this act.  
"Article IV-A member" means a member under Article IV-A of 

this act.
* * *
"Compensation" means remuneration actually received for 

services rendered as a municipal employee, municipal fire 
fighter or municipal police officer, excluding reimbursement for 
expenses incidental to employment. For Article IV-A members, the 
term shall also exclude lump sum accrued leave payments and 
overtime pay in excess of thirty percent of base salary, but 
shall include all payments made under the act of June 28, 1935 
(P.L.477, No.193), referred to as the Enforcement Officer 
Disability Benefits Law. The following apply:

(1)  Compensation shall be adjusted as appropriate to comply 
with the terms of any contract entered into between the board 
and the applicable municipality under Article IV.

(2)  For members who are enrolled in a plan that has adopted 
the provisions of section 414(h) of the Internal Revenue Code 
(26 U.S.C. § 414(h)), the term includes a contribution 
designated as a pickup contribution.
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(3)  Notwithstanding any provision of this act to the 
contrary, a member's compensation shall not exceed the 
limitations under section 401(a)(17) of the Internal Revenue 
Code (26 U.S.C. § 401(a)(17)), as adjusted in accordance with 
section 401(a)(17)(B) of the Internal Revenue Code (26 U.S.C. § 
401(a)(17)(B)).

(i)  The adjustment in effect for a calendar year applies to 
a period:

(A)  which begins in the calender year;
(B)  which does not exceed twelve months; and
(C)  over which compensation is determined.
(ii)  If a determination period consists of fewer than twelve 

months, the compensation limit shall be multiplied by a 
fraction:

(A)  the numerator of which is the number of months in the 
determination period; and

(B)  the denominator of which is twelve.
* * *
"Employers' account" means the account to which are credited 

all contributions made by municipalities required under Article 
IV-A of this act.

* * *
"Final salary" means the average annual salary or 

compensation earned by a member and paid by the municipality 
during the highest three, four, or five non-overlapping periods 
of twelve consecutive months as stipulated by the municipality, 
or if not so long employed, then the average annual salary or 
compensation earned and paid during the whole period of such 
employment; or, if applicable, the amount or formula stipulated 
between the municipality and the board in a contract for an 
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optional retirement plan entered into under the provisions of 
clause (11) of section 104 of this act. Notwithstanding any 
other provisions of this act to the contrary, "final salary" 
under Article IV-A shall mean the average annual compensation 
earned by an Article IV-A member and paid by the municipality 
during the final three consecutive non-overlapping years of 
credited service or, if not so long enrolled with credited 
service, the average annual compensation earned and paid during 
the whole period of such credited service.

* * *
"Municipal account" means the account maintained for each 

municipality that establishes a retirement plan under Article 
II, III or IV of this act, to which shall be credited the 
contributions made by it toward the superannuation retirement 
and death benefits of members.

* * *
"Municipal Pension Plan Funding Standard and Recovery Act" 

means the act of December 18, 1984 (P.L.1005, No.205), known as 
the Municipal Pension Plan Funding Standard and Recovery Act.

* * *
"Superannuation retirement age" means sixty-five years of age 

for municipal employes, fifty-five years of age for municipal 
firemen and municipal police or such other age as may be 
stipulated between the municipality and the board in a contract 
for an optional retirement plan entered into under the 
provisions of clause (11) of section 104 of this act and for 
Article IV-A members, fifty years of age.

* * *
Section 2.  Sections 104(12.1) and (12.2), 108 and 110 of the 

act, amended July 9, 2010 (P.L.434, No.56), are amended to read:
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Section 104.  General Powers of the Board.--The board shall:
* * *
(12.1)  In accordance with the plan contract, provide cost-

of-living increases from a plan's share of excess investment 
earnings to those members of such municipalities who have 
already retired under the provisions of Article II, III or IV of 
this act. Such allocations shall be made, with the advice of the 
actuary, on a fully funded basis employing actuarial assumptions 
which reflect the nature of the liability. An award of excess 
interest shall not be made under this paragraph if the plan is 
less than 95% funded as of the plan's most recent filing of the 
actuarial report required under the Municipal Pension Funding 
Standard and Recovery Act.

(12.2)  In accordance with the plan contract, the board shall 
allocate excess investment earnings for active members [of such 
municipalities] enrolled under the provisions of Article II, III 
or IV of this act by applying such allocation to [member] the 
members' contributions. To the extent that additional 
liabilities may accrue as a result of such allocation, the 
actuary shall employ actuarial assumptions, on a fully funded 
basis, to accurately reflect the nature of the liability 
generated therefrom. An award of excess interest shall not be 
made under this paragraph if the plan is less than 95% funded as 
of the plan's most recent filing of the actuarial report 
required under the Municipal Pension Funding Standard and 
Recovery Act.

* * *
Section 108.  Retirement Funds and Accounts.--(a)  The 

Pennsylvania Municipal Retirement Fund shall consist of the 
money received from municipalities arising from contributions by 

20150HB0032PN1205 - 5 - 

1
2
3
4
5
6
7
8
9

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



municipalities, from payroll deductions from salary or 
compensation of members, and other contributions made by members 
through the municipality to the system, from DROP participants 
and from transfers made from municipal retirement or pension 
systems and credited as provided in this act, and investment 
earnings thereon.

(b)  The fund shall be a trust and the assets of the system 
shall be held in trust. No part of the assets of the system 
shall be used for or diverted to purposes other than for the 
exclusive benefit of the members, their spouses or the members' 
beneficiaries prior to the satisfaction of all liabilities of 
the system with respect to them. The assets of the fund shall 
only be used to pay:

(1)  Benefits to members in accordance with this act.
(2)  Necessary expenses of the system as established in this 

act.
(c)  Contributions made by municipalities for plans 

established under the provisions of Article II, III or IV of 
this act toward superannuation retirement and death benefits of 
members shall be credited to the municipal account of [said] the 
fund, contributions made by the same municipalities toward 
disability retirement of Article II, III or IV members shall be 
credited to the total disability reserve account of [said fund, 
retirement] the fund. Contributions made by municipalities for 
Article IV-A members shall be billed by the board on a quarterly 
calendar basis, expressed as a percentage of the compensation 
paid to the municipalities' plan members during the quarter and 
credited to the employers' account. Actuarial gains and losses 
associated with Article IV-A members shall be calculated in 
accordance with the Municipal Pension Plan Funding Standard and 
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Recovery Act but shall be expressed as a percentage of 
compensation and shall be incorporated in the plan's employer 
cost percentage. Retirement benefits paid to DROP participants 
shall be credited to the subsidiary DROP reserve account and 
payroll deductions and other contributions of members shall be 
credited to the member's account of [said] the fund. Transfers 
made from existing municipal retirement or pension systems shall 
be credited as provided in this act.

(d)  The board shall keep separate accounts of each 
municipality and for each separate class of employes enrolled by 
that municipality under [the several articles] Articles II, III 
and IV of this act, except the total disability reserve account 
[and], the retired member's reserve account and the employers' 
account which shall be maintained as pooled accounts. Each 
municipality and the members thereof shall be liable to the 
board for the amount of contributions required to cover the cost 
of the retirement allowance and other benefits payable to such 
members.

(e)  Upon the granting of a superannuation or voluntary or 
involuntary withdrawal retirement allowance to any contributor, 
the amount of such contributor's accumulated deductions in the 
member's account shall lose their status as accumulated 
deductions and shall be transferred to the retired member's 
reserve account and the actuarial equivalent of the municipal 
annuity shall be similarly transferred from the municipal 
account or the employers' account as applicable to the retired 
member's reserve account.

(f)  Upon the granting of a superannuation retirement 
allowance to any DROP participant, the full amount of the DROP 
participant's monthly retirement benefit shall be deposited 

20150HB0032PN1205 - 7 - 

1
2
3
4
5
6
7
8
9

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



monthly to a subsidiary DROP participant account in the 
subsidiary DROP participant reserve account until the DROP 
participant terminates employment.

(g)  Upon the granting of a disability retirement allowance 
to any contributor under Article II, III or IV of this act, 
there shall be transferred to the retired member's reserve 
account the amount of the contributor's accumulated deductions 
in the member's account, the amount of the equivalent actuarial 
value to the municipal annuity, and such additional amount from 
the total disability reserve account as is needed in addition 
thereto to provide the actuarial equivalent of the total 
disability allowance to which the contributor is entitled.

(h)  Upon the granting of a disability retirement allowance 
to an Article IV-A member, there shall be transferred to the 
retired member's reserve account the amount of the member's 
accumulated deductions in the member's account and such 
additional amount from the employers' account as is needed to 
provide the actuarial equivalent of the total disability 
allowance to which the Article IV-A member is entitled.

Section 110.  Management and Investment of Fund; Interest 
Credits.--(a)  The members of the board shall be trustees of the 
fund, and shall have the exclusive management of said fund, with 
full power to invest the moneys therein, subject to the terms, 
conditions, limitations and restrictions imposed by law upon 
fiduciaries. The said trustees shall have power to hold, 
purchase, sell, assign, transfer and dispose of any securities 
and investments in said fund, as well as the proceeds of such 
investments, and of the money belonging to such fund.

(b)  The board shall annually allow regular interest to the 
credit on each [contributor's] member's account, municipal 
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account, employers' account, the retired members reserve account 
and the total disability reserve account. The board shall 
monthly credit DROP interest to the subsidiary DROP participant 
accounts in accordance with established procedures.

(c)  The board shall, after deducting money to pay for the 
appropriate expenses, allow excess interest as each contract 
provides to the credit of the municipal accounts, member's 
accounts for members enrolled under Article II, III or IV of 
this act, the member's excess investment accounts and retired 
members reserve accounts. Except as provided in a contract, the 
board shall credit the excess interest to the [plan's] municipal 
account[.] for plans established under the provisions of Article 
II, III or IV of this act. Excess interest attributable to 
Article IV-A accounts shall be credited to the employers' 
account.

Section 3.  The act is amended by adding an article to read:
ARTICLE IV-A

STATEWIDE MUNICIPAL POLICE OFFICERS PENSION PLAN
Section 401-A.  Statewide Municipal Police Officers Pension 

Plan.
(a)  Establishment.--The Statewide Municipal Police Officers 

Pension Plan is established to provide for the mandatory 
enrollment of municipal policemen at the contribution rates and 
benefit rates outlined in this article.

(b)  Pension rights.--Regardless of any other provision of 
law, pension rights of Article IV-A members shall be determined 
solely by this article and no collective bargaining agreement 
nor any arbitration award between the municipality and its 
employees or their collective bargaining representatives shall 
be construed to change any of the provisions of this article, to 
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require the board to administer pension benefits not set forth 
in this article or otherwise require action by any other 
government body pertaining to pension benefits or rights of 
Article IV-A members.
Section 402-A.  Mandatory and optional membership.

(a)  Mandatory membership.--Membership under this article 
shall be mandatory as of the effective date of employment for 
any municipal policeman hired on or after January 1, 2016, 
provided the municipal policeman is scheduled to work an average 
of at least 35 hours per week during a period of at least six 
consecutive months and is not employed by a city of the first or 
second class. Municipalities shall comply with the enrolling 
procedures established by the board.

(b)  Optional membership.--Membership under this article 
shall be optional for municipal policemen hired on or prior to 
December 31, 2015, and who are scheduled to work an average of 
at least 35 hours per week during a period of at least six 
consecutive months and who are not employed by a city of the 
first or second class subject to the following:

(1)  Municipal policemen eligible for optional membership 
under this section may be enrolled under this article 
provided an affirmative vote electing to be enrolled under 
this article is obtained from 100% of all the municipal 
policemen eligible for optional membership.

(2)  Upon the satisfaction of paragraph (1), the 
employing municipality shall pass an ordinance or resolution, 
as appropriate, enrolling all of its municipal policemen 
eligible for optional membership under the provisions of this 
article.

(3)  Provisions shall be made between the board and the 
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municipality for the transfer of moneys and securities from 
any preexisting pension fund being maintained by the 
municipality covering such municipal policemen, in whole or 
in part, to fund the accrued benefits of all the municipal 
policemen being enrolled under this article. Securities to be 
transferred shall be only those acceptable to the board. 
Securities not acceptable shall be converted into cash and 
the cash shall be transferred to the fund. In any transfer, 
provision shall be made to credit the accumulated deductions 
of each Article IV-A member at least the amount the member 
has paid into the preexisting retirement or pension system of 
the municipality.

(4)  Enrollment shall be approved by the board only if 
the municipality transfers assets in an amount sufficient to 
completely satisfy the municipality's liability, as 
determined by the board's actuary, for the prior service 
credits of the municipal policemen to be enrolled.

(5)  No liability, on account of retirement allowances or 
pensions being paid from any existing retirement or pension 
fund of a municipality enrolling under this section, shall 
attach against the fund, except as may be agreed upon by the 
municipality and the board making a transfer of an existing 
system. The liability to continue payment of pensions not 
transferred shall attach against the municipality.

(6)  In cases where municipal policemen eligible for 
optional membership under this section elect to join the 
system created by this article in accordance with paragraph 
(1) and the employing municipality complies with paragraph 
(2), the election to join shall be irrevocable.

Section 403-A.  Service credit.
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(a)  Credited service.--In computing the length of service of 
an Article IV-A member, full credit shall be given to each 
Article IV-A member for each full or partial year of service 
rendered to the municipality as a municipal policeman for which 
the required member contributions have been made or for which 
contributions otherwise required for such service were not made 
solely by reason of any provision of this act relating to the 
limitations under sections 401(a)(17) or 415(b) of the Internal 
Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. §§ 401(a)(17) 
and 415(b)). Except as otherwise required by applicable law, in 
no event shall an Article IV-A member receive service credit for 
any period during which the Article IV-A member is on leave of 
absence without pay.

(b)  Purchase of service.--
(1)  If a former Article IV-A member returns to service 

and becomes an active Article IV-A member, the member may 
restore to the fund any amounts refunded under section 407-A 
that represent that member's previous service and continue 
accruing credited service for service rendered subsequent to 
the return to service.

(2)  The Article IV-A member's annuity rights shall be 
restored as they existed at the time of separation from 
service provided the member pays the amount due plus regular 
interest up to the date of purchase in a lump sum within 30 
days after billing or through salary deductions amortized 
with regular interest through a repayment period of not more 
than five years.
(c)  Military service.--

(1)  An active Article IV-A member who enters the 
uniformed services as defined by 38 U.S.C. § 4303 (relating 
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to definitions) and returns to the municipality as an Article 
IV-A member within the time period prescribed by law shall 
have the time spent in uniformed service credited to the 
Article IV-A member's account for retirement purposes if the 
Article IV-A member makes the required employee 
contributions.

(2)  An active Article IV-A member may also purchase 
credit for nonintervening military service for a period not 
to exceed five years. The member may file an application with 
the board to purchase credit for periods of nonintervening 
military service upon completion of five years of credited 
service. The amount due from the member shall be computed by 
applying the applicable member and municipal contribution 
rate which was in effect on the date of the member's 
enrollment under this article times the member's average 
annual rate of compensation over the first five years of the 
member's subsequent employment and multiplying the result by 
the number of years and fractional part of a year of 
creditable nonintervening military service being purchased, 
plus regular interest from the date of enrollment under this 
article to date of purchase.

(3)  The amount due from the member for the purchase of 
military service credit shall be certified by the board in 
accordance with methods approved by the actuary and may be 
paid in a lump sum within 30 days or may be amortized with 
additional interest through deductions in amounts agreed upon 
by the member and the board. The rate of interest to be 
charged to the member on account of the purchase of credit 
for nonintervening military service shall be the regular 
interest rate.
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(4)  An Article IV-A member may purchase credit for 
intervening or nonintervening military service only if the 
member's discharge or separation from the service was granted 
under other than dishonorable conditions. An Article IV-A 
member may not purchase credit for any military service for 
which the member is entitled to receive, eligible to receive 
now or in the future or is receiving retirement benefits for 
the service under a retirement system administered and wholly 
or partially paid for by another governmental agency or 
private employer. Applications to purchase credit for 
military service must be accompanied by proof of the nature 
of discharge or separation from military service.

Section 404-A.  Determination of municipal liability.
(a)  Municipal contribution rate.--

(1)  The municipal contribution rate shall be computed by 
the actuary for each municipality as a percentage of the 
municipality's payroll attributable to active Article IV-A 
members during the period for which the amount is determined 
and shall be certified by the board.

(2)  The municipal contributions shall be equal to the 
amount necessary to fund the liability for any benefit 
payable to Article IV-A members, provided that the municipal 
contribution rate shall be no less than 7.5%.
(b)  Eligibility for general State aid.--

(1)  A municipality shall be immediately eligible for 
participation in the General Municipal Pension System State 
Aid Program established under the act of December 18, 1984 
(P.L.1005, No.205), known as the Municipal Pension Plan 
Funding Standard and Recovery Act, if the municipality 
employs an active Article IV-A member.
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(2)  The three-year waiting period for eligibility for 
State aid for new plans stated in section 402(d) of the 
Municipal Pension Plan Funding Standard and Recovery Act 
shall not be applicable to municipalities that employ active 
Article IV-A members.

Section 405-A.  Contributions by members.
(a)  Required contributions.--

(1)  Article IV-A members shall contribute 7.5% of 
compensation. The contributions shall be deemed "pickup" 
contributions and shall be treated as contributions made by 
the municipality for purposes of section 414(h) of the 
Internal Revenue Code of 1986 (Public Law 99-514, 26 U.S.C. § 
414(h)) relating to pickup contributions.

(2)  Each municipality shall certify and deduct from 
payroll the required contributions and shall send all 
contributions to the system in a manner and at a time that 
the board determines.
(b)  Limits.--The municipality shall immediately notify the 

board of the compensation of any Article IV-A member to whom the 
limitation under section 401(a)(17) of the Internal Revenue Code 
of 1986 either applies or is expected to apply and shall cause 
the Article IV-A member's contributions deducted from payroll to 
cease upon reaching the limitation under section 401(a)(17) of 
the Internal Revenue Code of 1986.
Section 406-A.  Superannuation retirement.

(a)  Eligibility for superannuation retirement.--An active 
Article IV-A member who attains superannuation retirement age 
shall be entitled to receive a superannuation retirement benefit 
upon termination of service and filing of a proper application 
under subsection (c) provided the Article IV-A member has 
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completed 20 years of credited service.
(b)  Superannuation retirement benefit.--Upon termination of 

service, an Article IV-A member who is eligible for a 
superannuation retirement shall be entitled to receive an annual 
retirement allowance throughout the member's life, which shall 
be calculated by multiplying the member's years of credited 
service times the member's final salary times 2.5% not to exceed 
65% of the member's final salary.

(c)  Application.--
(1)  Each active Article IV-A member who terminates 

service and who is not then a disability annuitant shall 
execute and file with the board a written statement, duly 
attested by the member or his legally constituted 
representative, electing to receive an immediate annuity and 
stating on what date the member desires to be retired.

(2)  The application shall make the superannuation 
retirement benefit effective on the date so specified if the 
application was filed in the office of the board or deposited 
in the United States mail addressed to the board before the 
date specified in the application and before the death of the 
member, but the date stated in the application shall not be 
more than 90 days after the date of filing or the date the 
application was deposited in the mail.
(d)  Initial payment.--The board shall make the first payment 

to an Article IV-A member who is eligible for an annuity within 
60 days of the filing of an application for an annuity or within 
60 days of the effective date of retirement, whichever is later, 
and receipt of the required data from the employer.
Section 407-A.  Refund.

(a)  Eligibility.--Upon termination of service, an Article 
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IV-A member, regardless of eligibility for benefits, may elect 
to receive his accumulated deductions in lieu of any benefit to 
which he is entitled.

(b)  Required refund.--Upon termination of service, an 
Article IV-A member who is not eligible for any benefits under 
this article shall be paid the full amount of the accumulated 
deduction standing to the member's credit in the member's 
account.
Section 408-A.  Vesting.

(a)  Eligibility.--An Article IV-A member who terminates 
service with 12 or more years of credited service shall be 
entitled to vest his retirement benefits until the date upon 
which the Article IV-A member would have become eligible for a 
superannuation retirement benefit under section 406-A(a) if such 
Article IV-A member had continued to be employed and eligible 
for membership under section 402-A.

(b)  Notification following termination of service.--
(1)  The municipality shall immediately notify the board 

in a manner prescribed by the board of the date of 
termination of service for any Article IV-A member.

(2)  As soon as practicable after receiving notice from a 
municipality that an Article IV-A member who is eligible to 
vest is terminating service, the board shall notify the 
Article IV-A member in writing that the member must file with 
the board an application to vest within 90 days of the date 
of notice to vest. If the Article IV-A member fails to file 
an application to vest within 90 days of the date of notice 
to vest, the member shall be deemed to have elected to 
receive the accumulated deductions in lieu of any benefit to 
which the member may be entitled.
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(c)  Failure to elect.--In the event that an Article IV-A 
member fails to file an application to vest within 90 days of 
the date of notice to vest, he shall be ineligible to vest and 
shall be deemed to have elected to receive his accumulated 
deductions in lieu of any benefit to which he may be entitled. 
The amount payable to the member shall be determined in 
accordance with section 407-A.

(d)  Interest.--Regular interest will continue to be credited 
on a vested Article IV-A member's accumulated deductions from 
date of termination of service until the earlier of the date of 
the commencement of the annuity or the date of payment of member 
contributions.

(e)  Application for benefits.--
(1)  A vested Article IV-A member may submit an 

application in accordance with section 406-A within 90 days 
of the date upon which the member would have become eligible 
for a superannuation retirement benefit under section 
406-  A(a) if the member had continued to be employed and   
eligible for membership under section 402-A.

(2)  If a vested Article IV-A member applies for an 
annuity within 90 days of the date, the effective date of 
retirement will be the date the member would have attained 
eligibility for a superannuation retirement benefit.

(3)  If an Article IV-A member does not apply within 90 
days, the effective date of retirement will be the date the 
application was filed or the date specified on the 
application, whichever is later.

Section 409-A.  Deferred Retirement Option Program.
An Article IV-A member may elect to receive a retirement 

benefit under the terms of the Deferred Retirement Option 
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Program as adopted by the board.
Section 410-A.  Return to service.

(a)  General rule.--Should an Article IV-A annuitant, other 
than a disability annuitant, be reemployed in a position that is 
subject to mandatory enrollment as an Article IV-A member or be 
subsequently employed with a municipality that has enrolled its 
employees under Article II, III or IV, his retirement allowance 
shall continue to be paid through the period of reemployment, 
provided the Article IV-A annuitant is otherwise eligible to 
receive an in-service distribution of his retirement benefit by 
attainment of normal retirement age as defined in section 411(a)
(8) of the Internal Revenue Code of 1986 (Public Law 99-514, 26 
U.S.C. § 411(a)(8)), operation of section 401(a)(36) of the 
Internal Revenue Code of 1986 or operation of any other 
provision as may be adopted by the board and consistent with the 
tax qualification provisions of the Internal Revenue Code of 
1986.

(b)  Credited service during in-service distribution.--An 
Article IV-A annuitant who is eligible for an in-service 
distribution shall not be entitled to earn any credited service 
during the period of reemployment and no contribution may be 
made by the Article IV-A annuitant or the municipality on 
account of such employment.

(c)  Notification by municipality.--The municipality shall 
immediately notify the board of the reemployment status of any 
Article IV-A annuitant.
Section 411-A.  Death benefits.

(a)  Options.--The current spouse or eligible dependent of a 
vested Article IV-A member who has terminated service and dies 
before filing an application for benefits under section 408-A(a) 
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may elect to receive payment according to one of the following 
options:

(1)  A monthly benefit equal to 50% of the benefit the 
vested Article IV-A member would have received had he 
submitted an application under section 408-A(e). The monthly 
benefit will begin on the date upon which the vested Article 
IV-A member would have become eligible for a superannuation 
retirement benefit under section 406-A(a) if the Article IV-A 
member had continued to be employed and eligible for 
membership under section 402-A.

(2)  All of the moneys credited to the member's account 
as of the date of his death.
(b)  Withdrawal of moneys by survivor.--The current spouse or 

eligible dependent of an active Article IV-A member who dies and 
has less than 12 years of credited service at the time of death 
shall receive all of the money credited to the member's account 
as of the date of death.

(c)  Survivor annuity.--
(1)  The current spouse or eligible dependent of an 

active Article IV-A member who dies and has at least 12 years 
of credited service at the time of death but less than 20 
years of credited service shall receive a monthly benefit 
equal to 50% of the benefit the active Article IV-A member 
would have received had he retired the day before his death 
actuarially reduced from the member's superannuation date.

(2)  The current spouse or eligible dependent of an 
active Article IV-A member who dies and has at least 20 years 
of credited service at the time of death shall receive a 
monthly benefit equal to 50% of the benefit the active 
Article IV-A member would have received had he retired the 
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day before his death.
(3)  The current spouse or eligible dependent of an 

Article IV-A annuitant shall receive a monthly benefit equal 
to 50% of the benefit the Article IV-A annuitant was 
receiving at the time of his death.
(d)  Determination of current spouse.--For purposes of this 

article, the "current spouse" shall be determined as of the date 
of death of the member. In the event there is no current spouse, 
an "eligible dependent" shall be the child or children of the 
deceased Article IV-A member, provided the dependent is under 18 
years of age or, if attending college, under 23 years of age.

(e)  Duration of survivor annuity.--
(1)  If the current spouse is entitled to receive a 

benefit, the benefit shall be paid for the life of the 
spouse.

(2)  If an eligible dependent is receiving a benefit, the 
benefit shall be paid until the child attains 18 years of age 
or, if attending college, 23 years of age.

(3)  If there is more than one eligible dependent, the 
benefit shall be equally divided among the dependents.

(4)  If the current spouse is receiving a benefit under 
the provisions of this section and the current spouse dies 
and there is a surviving eligible dependent of the Article 
IV-A member, the eligible dependent shall receive the benefit 
as long as the eligible dependent is entitled.
(f)  Default provision.--In the event there is no current 

spouse or eligible dependent, the member's accumulated 
deductions, less any moneys paid out as a benefit, shall be paid 
to the beneficiary or, if one is not designated, the estate or 
next of kin under 20 Pa.C.S. § 3101 (relating to payments to 
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family and funeral directors).
Section 412-A.  Disability retirement.

(a)  Eligibility.--
(1)  An active Article IV-A member who is permanently 

unable to perform the full duties of a municipal policeman as 
a result of a service-connected disability shall receive a 
disability pension equal to 50% of the Article IV-A member's 
final salary, regardless of age or credited service, provided 
the physician designated by the board, after medical review, 
certifies that the member is unable to perform the full 
duties of a municipal policeman.

(2)  An active Article IV-A member who is permanently 
unable to perform substantial, gainful employment, 
considering the member's age, education and work experience 
as a result of a service-connected disability, shall receive 
a disability pension equal to 75% of the member's final 
salary, regardless of age or credited service, provided the 
physician designated by the board, after medical review, 
certifies that the member is unable to perform substantial, 
gainful employment.

(3)  For purposes of this section only, a "service-
connected disability" shall mean the disability of a member 
resulting from:

(i)  an injury arising out of and incurred in the 
course of his employment as determined under the 
applicable provisions of the act of June 2, 1915 
(P.L.736, No.338), known as the Workers' Compensation 
Act, or the act of June 21, 1939 (P.L.566, No.284), known 
as The Pennsylvania Occupational Disease Act; or

(ii)  an injury in the performance of his duties 
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under the applicable provisions of the act of June 28, 
1935 (P.L.477, No.193), referred to as the Enforcement 
Officer Disability Benefits Law, which has been 
determined to be permanent.

(b)  Offset not authorized.--A disability benefit shall not 
be offset by the amount of any payment made to the Article IV-A 
member under the provisions of the Workers' Compensation Act, 
The Pennsylvania Occupational Disease Act or the Social Security 
Act (49 Stat. 620, 42 U.S.C. § 301 et seq.).

(c)  Effective date of disability retirement.--The effective 
date of a disability retirement shall be the first day of the 
month following the earlier of:

(1)  the granting of a disability retirement by the 
board; or

(2)  the date following the termination of benefits under 
the Enforcement Officer Disability Benefits Law.
(d)  Permanency of disability benefits.--Once granted by the 

board, the disability benefit shall be a permanent benefit and 
shall not be subject to subsequent reviews by the board.

(e)  Return to service.--
(1)  Notwithstanding any other provision of this article 

to the contrary, should a disability annuitant return to 
employment and become eligible to enroll as an Article IV-A 
member, any annuity payable to the annuitant shall cease 
effective upon the date of return to service.

(2)  If an annuitant is receiving a disability under 
subsection (a)(2) and is subsequently employed by a 
municipality that has enrolled its employees under Article 
II, III or IV and is otherwise subject to mandatory 
enrollment under the plan, the disability annuity shall cease 
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effective upon the date of return to service.
(3)  Should a disability annuity cease in accordance with 

paragraph (1) or (2), the disability annuitant shall be 
restored to active service and the actuarial equivalent of 
the total disability allowance calculated as of the date of 
retirement less the amount of disability payments paid to the 
disability annuitant shall be transferred from the retired 
member's reserve account and credited to the member's account 
and the employers' account as follows:

(i)  The present value of the member's annuity to 
which the disability annuitant was receiving less the 
total payments received on account of the member's 
annuity as of the time of reentry into Article IV-A shall 
be credited to the member's account.

(ii)  The remainder shall be credited to the 
employers' account.

Section 413-A.  Portability.
When a member terminates service, within one year of 

separation becomes employed by a municipality and is enrolled as 
a member under Article II, III or IV or this article and the 
member's service credits shall remain unimpaired. In such a 
case, the municipal liability for past service shall be prorated 
by the system between the municipalities and the applicable plan 
on an equitable basis.
Section 414-A.  Municipal guarantee.

Regular interest charges payable, the maintenance of reserves 
in the fund on account of benefits under this article and the 
payment of all annuities and other benefits granted under this 
article are hereby made obligations of each municipality 
employing Article IV-A members. All income, interest and 
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dividends derived from deposits and investments attributable 
under this article shall be used for the payment of the 
obligations of the municipalities.

Section 4.  This act shall take effect in 60 days.
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