
Pennsylvania Municipal Retirement Board 
Policy Statement 
Rule Number 98-1 

Portability: 
Plan Spin-offs 

 
Purpose: The law provides that the Board transfers service credits when an 

employee leaves one Pennsylvania Municipal Retirement System (PMRS) 
member municipality and joins another.  This benefit is called portability.  
The Board, in rule Number 97-2, set policy to guide staff when an 
individual utilizes the portability benefit.  The Board finds, however, that 
when a member municipality elects to spin off an employee or group of 
employes into a new, separate plan to be governed by a new municipality, 
there is a need to adopt additional guidelines.  Rule Number 98-1 is 
intended to address the portability of individuals involved in a plan spin-
off. 

 
Authority: Act 15 of 1974, “Pennsylvania Municipal Retirement Law”: Section 405. 
 
Policy: When the employer (Employer A) of a PMRS administered plan seeks to 

spin off one or more employee members and transfer the employee(s) to 
an employer (Employer B) created by Employer A and Employer B seeks 
to have the Pennsylvania Municipal Retirement System administer a 
newly created pension plan, the System shall provide portability for the 
affected, transferred employee members.  This situation is typically found 
in the creation of an authority by a municipality or in the creation of a 
regional government (Council of Government – COG). 

 
 The calculation of the asset value associated with an employee’s 

portability benefit in a spin-off situation shall be determined based upon 
the relationship between the member’s existing pension plan and the 
newly created plan. 

 
 STATEMENT 1:  When Employer B establishes a plan that is identical 

or better in benefit design than the plan that existed for the employee(s) 
under Employer A, the assets equal to the actuarial accrued liability under 
Employer A’s plan for the effected employees will be transferred from 
Employer A’s plan to Employer B’s plan.  The employee(s) shall be 
entitled to the benefits in effect in the plan from which they finally 
separate from employment. 

 
 This calculation method shall be used so that the newly established 

pension plan is not created with an immediate unfunded liability.  It is 
assumed that the spin-off in this circumstance is intended to start the new 
employer’s pension plan with no unfunded liability for service credits 
earned with the previous employer. 
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 Because the effect of the transfer of service credits for the affected 

employee(s) is such that no lesser benefit will be earned in the new plan, 
there is no need to guarantee that the employee will be unharmed in such a 
transfer. 

 
 STATEMENT 2:  When Employer B establishes a plan with benefits less 

than those that existed for the employee(s) prior to the spin-off, the 
calculation of the assets and liabilities associated with the portability 
benefit shall be done in accordance with the Board’s Rule Number 97-2 
policy statement. 

 
 The Board believes that Employer A should not be forced to fund the new 

plan at a level higher than Employer B’s actual obligation to the 
employee(s).  Because the effect of the transfer of service credits for the 
affected employee(s) is such that a lesser benefit could be earned in the 
new plan, there is a need to guarantee that the employee will not receive a 
reduction in benefits as a result of such a transfer.  That guarantee is 
provided in the Board’s policy statement Rule Number 97-2. 

 
Effective 
Date: This rule is to be implemented effective immediately. 
 
Adoption 
Date:   Adopted at the January 22, 1998 meeting of the Pennsylvania Municipal 

Retirement Board. 


