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No. 1986-9

AN ACT

SB 1260

Amending theact of December18, 1984 (P.L.1005,No.205),entitled “An act
mandatingactuarial funding standardsfor all municipal pension systems;
establishinga recoveryprogramfor municipal pensionsystemsdeterminedto
be financiallydistressed;providingfor thedistribution of thetax on the pre-
miumsof foreign fire insurancecompanies;andmakingrepeals,”providinga
clarificationin theapplicableamortizationperiodin certaininstancesof finan-
cialdistress.

The General Assembly of the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section 1. Sections202(b)(4),604 and607(g)of the actof December18,
1984 (P.L.1005,No.205), known as the Municipal PensionPlanFunding
StandardandRecoveryAct, areamendedto read:
Section202. Contentsof actuarialvaluationreport.

*4*
(b) Contentsof actuarialexhibits; definedbenefit plansself-insuredin

wholeor in part.—Foranypensionplan which is a definedbenefitplan and
which is self-insuredin wholeor in part,all applicableactuarialexhibitsshall
be preparedin accordancewith theentry agenormal actuarialcost method
with entryageestablishedasthe actualentryagefor all plan membersunless
the municipalityappliesfor and is grantedauthorizationby thecommission
to usean alternativeactuarialcost method.Authorizationshallbegrantedif
the municipalitydemonstrateson anindividualpensionplanbasisthat there
are compellingreasonsof an actuarialnaturefor the useof an alternative
actuarialcostmethod.Thecommissionshallissuerulesandregulationsspec-
ifying thecriteriawhich thecommissionwill useto determinethequestionof
theexistenceof compellingreasonsfor theuseof analternativeactuarialcost
method,thedocumentationwhich a municipality seekingthe authorization
will be required to supply and the acceptablealternative actuarialcost
methodswhich the commissionmayauthorize.The actuarialcost method
shall be usedto valueall aspectsof the benefitplan or plansof the pension
plan unlessthe municipalityapplies for and is grantedauthorizationby the
commissionto useapproximationtechniquesotherthan the actuarialcost
method for aspectsof the benefit plan or plansof the pensionplan other
thantheretirementbenefit.Authorizationshall be grantedif the municipal-
ity demonstrateson an individual pensionplan basisthat thereare compel-
ling reasonsof an actuarialnaturefor theuseof theseapproximationtech-
niques.Thecommissionshallissuerulesandregulationsspecifyingthe-crite-
ria which thecommissionwill use to determinethequestionof the existence
of compelling reasonsfor the use of approximationtechniques,the docu-
mentationwhicha municipality seekingtheauthorizationwill be requiredto
supplyand the acceptableapproximationtechniquewhich the commission



24 Act 1986-9 LAWS OFPENNSYLVANIA

mayauthorize.The actuarialexhibitsshalluse actuarialassumptionswhich
are,in thejudgmentof theactuaryand thegoverningbodyof theplan, the
bestavailableestimateof futureoccurrencesin thecaseof eachassumption.
With respectto economicactuarialassumptions,theassumptionsshalleither
be within the rangespecifiedin rules and regulationsissuedby the commis-
sion or documentationexplainingandjustifying the choiceof assumptions
outsidethe range shall accompanythe report. The actuarialexhibits shall
measureall aspectsof the benefitplanor plansof thepensionplanin accor-
dancewith modificationsin the benefitplan or plans, if any, and salaries
whichasof thevaluationdateareknownor canreasonablybeexpectedto-be
in force during the ensuingplan year. The actuarialvaluationreportshall
containthefollowingactuarialexhibits:

***

(4) An exhibit of any additional funding costs associatedwith the
amortizationof any unfundedactuarialaccruedliability of the pension
plan, indicatingfor eachincrementof unfundedactuarialaccruedliability
specifiedinparagraph(3), the level annualdollar contributionrequiredto
payanamountequaltotheactuarialassumptionasto investmentearnings
appliedto theprincipalamountof the remainingbalanceof -the-increment
of unfundedactuarial accruedliability and to retire by the applicable
amortizationtargetdatespecifiedin this paragraphthe principal amount
of the remainingbalanceof the incrementof unfundedactuarialaccrued
liability. The amortizationtargetdateapplicab]efor eachtype of incre-
mentof unfundedactuarialaccruedliability shallbeasfollows:

(i) (A) In the caseof a pensionplan establishedon or prior to
January1, 1985 for the unfundedactuarialaccruedliability in exis-
tenceasof thebeginningof the planyear occurringin calendaryear
1985,at theendof theplanyearoccurringin calendaryear2015;or

(B) In the caseof a pensionplan establishedafter January1,
1985, for the unfundedactuarialaccrued liability then or subse-
quently determinedto beor tohavebeenin existenceasof thedateof
theestablishmentof the plan,at theendof theplanyearoccurring30
years after the calendaryear in which the pensionplan was estab-
lished.
(ii) Incrementor decrementof net unfundedactuarialaccruedlia-

bility attributableto a changein actuarialassumptions,at theendof the
plan year occurring20 yearsafter the calendaryear in which actuarial
assumptionmodificationwaseffective.

(iii) Incrementof net unfundedactuarialaccruedliability attribut-
ableto a modification in thebenefitplan applicableto activemembers,
at theendof theplan year occurring20years afterthe calendaryearin
whichthebenefitplanmodificationwaseffective.

(iv) Incrementof unfundedactuarialaccruedliability attributable
to a modification in the benefitplanapplicableto retiredmembersand
otherbenefit recipients,at the endof the plan yearoccurring 10 years
afterthecalendaryearin whichthebenefitplanmodificationwas effec-
tive.
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(v) Incrementor decrementof net unfundedactuarialaccruedlia-
bility attributableto an actuarialexperienceloss or gain, at the endof
planyearoccurring 15 yearsafterthe calendaryearin which theactuar-
ial experiencelossor gainwasrecognized. -

With respectto anyapplicablepensionplan other thanaplanwhichcom-
prisesall or partof amoderatelydistressedor a severelydistressedmunici-
pal pensionsystem,if the remainingaverageperiod betweenthe current
averageattainedageof active membersas of the valuationdateand the
later of their earliest averagenormal retirement ageor their average
assumedretirementageis lessthantheapplicableperiodor periodsending
with the amortizationtarget date or datesspecifiedin subparagraph(i),
(ii), (iii) or (v), theappropriateamortizationtargetdatefor the applicable
subparagraphdeterminedwith referenceto thelongestapplicableremain-
ing averageperiodroundedto thenextlargestwholenumbershallbeused.
The exhibit shall indicate the total dollar amountof additional funding
costs associatedwith the amortizationof any unfundedactuarialaccrued
liability of the pensionplan applicablefor thatplan year andany subse-
quentplan year occurringprior to the preparationof the next required
actuarialvaluation report, which shall be the total of the additional
funding costs associatedwith the amortization of each incrementof
unfundedactuarialaccruedliability. The exhibit shall also indicate the
planyearin whichany unfundedactuarialaccruedliability of the pension
planwould befully amortizedif the total annualadditional funding cost
calculatedpursuantto this paragraphwere met continuouslywithout
increaseor decreasein amountuntil thetotal unfundedactuarialaccrued
liability currently existing was fully amortized. In calculating the addi-
tional funding costs associatedwith the amortizationof any unfunded
actuarialaccruedliability of thepensionplanin anyplanyear,anyamorti-
zationcontribution madein theinterval sincethe last actuarialvaluation
reportshall beallocatedto eachtype of incrementof unfundedactuarial
accruedliability in proportion to the remainingdollar amount of each
type.

Section 604. Recoveryprogramlevel I.
(a) Level1.—Any municipalityto which level I of therecoveryprogram

appliesmayutilize thefollowing remedies:
(1) Theaggregationof trustfundspursuantto section607(b).
(2) The establishmentof total member contribution pursuant to

section607(c).
(b) Implementation.—Anymunicipality which receivesan initial distress

determinationscoringin 1985 which is equalto or greater than200, butnot
greaterthan299, andcannotmeettheminimum municipalobligationfor the
year1986becausethepaymentof theminimum municipalobligationwould
result in themunicipalityexceedingthemaximumcontributio’*niArt~--for
thatmunicipalityassetforth in thepertinentlawsfor thatclassofmwrkipal-
ity, may delay the implementation of the full funding of the minimum
municipal obligation until 1987. Any municipality electing to delayfull
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implementationof the minimum municipal obligationshall makea munki-
pal contribution for 1986 as setforth in section607(g). In addition to the
one-yeardelayof thefull actuarialfunding standard, the municipality may
utilize thefollowingadditionalremedies:

(1) The deviationfronz municipalcontribution limitationspursuantto
section 607(d).

(2) Thespecialmunicipaltaxingauthoritypursuantto section607~fl.
Section 607. Remediesapplicableto variousrecoveryprogramlevels.

(g) Delayedimplementationof funding standardover ten years.—The
municipality may delay full implementationof the actuarialfunding stan-
dardspecifiedin section302 or 303, whicheveris applicable,over a period
not to exceedtenyearsin duration,andmaycalculatethat actuarialfunding
standardon the basisof a 30-yearamortizationperiodfor the incrementof
unfundedactuarial accrued liability in existenceas of the beginningof the
plan year occurring in calendaryear1985. During thedelayedimplementa-
tion period,the municipality shall makea municipal contribution to each
municipal pensionplanof an amountequalto not lessthanthe municipal
contributionto themunicipalpensionplan madein theimmediateprior year
and the following percentageof the differencebetweenthatamountandthe
full minimummunicipalobligationwith respectto thepensionplanpursuant
tosection302or 303,whicheveris applicable:

Year Percentageof Difference

1985 10%
1986 20%
1987 30%
1988 40%
1989 50%
1990 60%
1991 70%
1992 80%
1993 90%
1994 and thereafter 100%

The municipalitymaycalculatetheannualamortizationcontribution-on-the
basisof alevel percentageof futureincreasingcoveredpayroll amortization
contributionratherthanonthebasisof the level annualdollaramortization
contributionspecifiedin section202.

Section 2. This actshallberetroactiveto September30, 1985.

Section 3. This actshalltakeeffect immediately.

APPROVED—The14thdayof February,A. D. 1986.

DICK THORNBURGH


