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If your PMRS police pension
plan was originally
established with less than
three officers and your
municipality now employs
three or more full-time police
officers, the benefits for the
third officer and future hires
may not exceed the benefits
permitted under Act 600 of
1956 (with few exceptions).   

If your municipality is planning
or has recently increased the
number of participants in the
plan to three or more full-time
officers, please contact PMRS
to review your police pension
benefits.  Our staff will work
with you to make the
necessary changes to your
pension benefits to comply
with Pennsylvania municipal
police pension law.  

The Pennsylvania Municipal
Retirement Board's Annual
Investment Review was held on
March 15-16, 2006.  The focus of
the meeting was the System's
investment portfolio's 2005 per-
formance and much of the time
was devoted to a review of the
individual performance of the fol-
lowing investment management
firms:  BlackRock Financial
Management, Inc.; Century Capital
Management, LLC; Chase
Investment Counsel Corp.;
DePrince, Race, & Zollo, Inc.;
Emerald Advisers, Inc.; Forest
Investment Associates, Inc.; LSV
Asset Management; Mercator
Asset Management, L.P.;
Prudential Real Estate Investors;
State Street Global Advisors; and
Waddell & Reed Investment
Management Corp.

Assisting the Board in the evalua-
tions was Richard Dahab and
Barry Bryant of Dahab Associates,
the System's investment consult-
ant. 

The System's portfolio yielded a
positive return of 2.4% in the
fourth quarter of 2005 that helped
to further boost the annual return
to 8.6%.  This return ranked the
System in the 35th percentile (1st
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F i n a n c i a l l y  S p e a k i n g
Changes slated to bring more stability to System’s assets

being best and 100th being worst)
in the fourth quarter.  For the year,
the portfolio ranked in the 25th
percentile among the Balanced
Funds measured by the
Independent Consultants
Cooperative, a consortium that
monitors over 18,000 pension port-
folios.  The net value of the
System's investment portfolio con-
tinued to climb, growing from
$1.23 billion in 2004 to $1.32 bil-
lion at year-end 2005.

It was reported that although the
economy appeared to show signs
of slowing, the unemployment rate
continued to fall from 5.2% to
4.9% in the fourth quarter and the
equity markets as represented by
the S&P 500 Index continued to be
strong, producing a return of 3.1%
for the year.  The managers
seemed to believe that interest in
small cap value stocks was cool-
ing and a shift to large cap growth
stocks had begun.  On a global
perspective, international equities
performed extremely well with
emerging markets showing the
most vitality.  Countries such as
Columbia and Israel helped the
emerging markets bring in gains of
close to 35% for the year.  In the
bond market, the Lehman
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Aggregate Index rose slightly dur-
ing the year with a modest 2.43%
gain.

The Board was introduced to the
prospect of using timberland real
estate as an investment in place of
bonds.  Since bonds are expected
to continue to perform poorly for
the immediate future (three to five
years) and because both asset
classes have similar diversification
and stability qualities, the Board
made a unanimous decision to
increase assets in the Forest
Investment Advisor (FIA) portfolio.
The System's allocation to timber-
land real estate was increased
from 1.7% to 5% of the overall
PMRS portfolio.  The Board
accomplished this asset shift by
increasing the real estate asset
allocation from 10% to 15% and

Board meeting, pg 1

Summer 20062

What is an MMO and why must
municipal officers fill them out?  If
you ever asked yourself these
questions, you have come to the
right place.   

What is the MMO?
The Minimum Municipal Obligation
(MMO) is the document that deter-
mines the municipality's yearly
pension plan costs.    Act 205 of
1984, the Municipal Plan Funding
Standard and Recovery Act,
requires that biannual actuarial
valuations be performed and that
pension plans be adequately fund-
ed.  PMRS and its consulting actu-
arial firm provide a completed
actuarial report every two years.
The municipality reviews,
approves, and forwards the actuar-
ial report to the Public Employee
Retirement Commission.

How is the cost calculated?
The biannual actuarial valuation is
used to determine the annual
financial costs of the pension plan,
which includes normal and disabili-
ty costs, as well as the unfunded
liability or actuarial surplus.  The
costs of funding the pension plan
may change every two years
based on the results of the actuari-
al valuation.  Benefit improve-
ments, plan experience different
from the actuarial assumptions,
and changes to the actuarial
assumptions will affect plan costs.
The results of the January 1, 2005
actuarial valuation reflect the
recent changes to the actuarial
assumptions adopted by the
Pennsylvania Municipal

Retirement Board in 2004.  This
valuation will be the basis for your
plan's MMO for 2007 and 2008,
and could result in an increase in
some plan's costs.

How is the MMO calculated?
In late August of each year, PMRS
sends a Minimum Municipal
Obligation (MMO) worksheet to
each municipality.  Three different
types of worksheets exist: one for
defined benefit plans, one for over-
funded defined benefit plans, and
one for defined contribution plans.
By completing the MMO work-
sheet, the municipality actually cal-
culates their pension plan's bill for
the upcoming year.  Most cost
components needed to calculate
the MMO are provided by PMRS.
The municipality, however, must
carefully follow the worksheet's
instructions and provide the neces-
sary payroll information.  The
municipality's chief administrative
officer must then submit the com-
pleted MMO to the municipality's
governing body by September
30th.  A signed copy must also be
returned to PMRS for processing
and preparation of the municipali-
ty's upcoming annual bill.  The bills
will be sent to the municipalities on
the first working day after January
1st.  Note: Act 205 prohibits
changing the MMO after
December 31st.

Should you have questions con-
cerning your plan’s MMO please
contact Donna Miller at 1-800-622-
7968 or by e-mail at
donnmiller@state.pa.us. 

Understanding MMOs 

At the end of 2005, a change to
the service increment benefit for
police pension plans covered by
Act 600 of 1956, as amended, was
passed under Act 89 of 2005.  The
revised Act now allows police offi-
cers to earn a graduated bonus of
up to $100 a month per each com-
pleted year in excess of 25 years
of service, and up to a maximum
$500 monthly service increment
after 30 or more years of service.
The service increment is in addi-
tion to the officer's normal retire-
ment benefit.  

For many years, Act 600 allowed
municipalities the ability to award
long tenured officers with an
extended service bonus for staying
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decreasing the fixed income allo-
cation from 25% to 20%.  This
change is expected to add an
additional $55 million to the FIA
portfolio and bring more stability to
the fund.

The System's investment perform-
ance was not the only matter of
business before the Board.  The
Board proudly administered the
Oath of Office to Charles Staso,
the System's newest Board mem-
ber who will represent the active
police officers enrolled in the
System.  His dedicated participa-
tion, insight, and support of the
System's mission will benefit all
Pennsylvania municipal employees
by continuing to uphold quality of
service while striving to achieve
the System's vision for the future.

“Yikes!  I’m a new municipal
administrative officer and I’m not
sure how to enroll an employee
into PMRS!”  As a municipal offi-
cial, how confident are you in
knowing what to do when it’s
time to enroll a new employee in
their retirement plan?  Do you
know exactly what to do, have
some idea, or have no clue how
to proceed?  Even if you are
a seasoned veteran,
keep reading!  The
information provid-
ed may help to
shed new light on
the subject.

When a new
employee is
enrolled into
PMRS, the munici-
pality must provide
PMRS with the
employee’s PMRB-
1 form, Application for
Membership; the PMRB-2,
Nomination of Beneficiaries; the
$20 enrollment fee and the
PMRB-20, Revenue Transmittal
form.  In short, the steps include
enrolling the employee, desig-
nating the employee’s benefici-
aries, and applying the adminis-
trative processing fee.  Below
you’ll find detailed information
pertaining to some of the specif-
ic areas that we frequently
receive questions about.

Application for Membership
(PMRB-1) 

No. 7 -the date of enrollment in
the pension plan should be the
same as No. 8 unless a proba-
tionary period has been estab-
lished.  

No. 8 -the member’s date of
employment with the municipality.

No. 11 -The member’s established
contribution rate.  (Do not list
employer contribution rate.)

No. 15 -Only fill in this area if the
member wishes to restore prior
service.  Members may be author-
ized to purchase prior service if:

The member was
previously employed at
the same municipality
and was a PMRS
member, terminated
employment, and
received a refund of
their contributions.
Must fill in “restore past
service” section.

The member was a
PMRS member
employed by another

municipality, terminated employ-
ment with the municipality, but did
not receive their member contribu-
tion refund.  Important: Member
has one (1) year from their termi-
nation date to transfer their benefit
to their new municipality (known as
portability).  Must complete “invoke
portability” section.

Note: If the member was previous-
ly employed by the same munici-
pality but was not enrolled in
PMRS, the member may be eligi-
ble to purchase prior service.
Please contact PMRS to deter-
mine eligibility for prior service pur-
chases. 

See Enrollment, Page 4
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E n r o l l i n g  N e w  M e m b e r s
Taking you through the steps

with the department after normal
retirement.  Until now, the maxi-
mum service increment that could
be offered to police officers was
$100 a month.  

Let's look at an example.  Officer
Bob has 28.7 years of service with
his police department.  If the
municipality's contract includes the
new service increment ($100 per
month for each year of service
over 25 years), he will be eligible
for a $300 monthly service incre-
ment in addition to his basic
monthly benefit during retirement.
On the other hand, if Officer Bob
had 32 years of service he would
be eligible for the maximum $500
monthly increment.    

e n t s  I n c r e a s e d  
approves new limit

See Service, Page 4
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www.pmrs.state.pa.us
E-mail: ra-staff@state.pa.us

Office Hours:  Monday through Friday 7.45 a.m. to 4:15 p.m.

Nomination of Beneficiaries
(PMRB 2)

Section A
Designation of Principal

Beneficiary(ies)

Member designates how they wish
to divide their benefit by selecting
block 1,2,3, or 4.  

Member must include their benefi-
ciary(ies) and all information
requested.

If a minor has been named as pri-
mary beneficiary (under age 18),
information regarding the benefi-
ciary’s guardian must be provided
in Section C.  The guardian may
not be listed as a primary benefici-
ary.

Section B
Designation of Contingent
(Second) Beneficiary(ies)

Provides payment to a benefici-
ary(ies) in the event that any or all
of the primary beneficiaries are
deceased.  This section is
optional.

Section C
Designation of a Guardian

This section is to be completed if
the member has selected a minor
as a primary or contingent benefi-
ciary.

Please provide all information
requested for the guardian.

Section D
Certification of Personal Data

Member must enter requested
information.

Two witnesses that are not listed
as beneficiaries must sign the
form.  Witnesses must also pro-
vide address information.

Important: The PMRB-2 is a legal
document and may not contain
alterations or erasures.

Revenue Transmittal Form
(PMRB-20)

When enrolling new employees,
please enter the following:

Provide municipal name, PERC
code number, and amount of
check.

Under “Credit this payment to”:

-Enter - $20.00* Administrative
Cost (*per member, $40.00 for two
members, etc.)

- Enter the number of new mem-
ber fees.

- Enter each employee’s Social
Security Number.

Multiple new employees?  Submit

only one PMRB-20 form with
an attached sheet that
includes all new member’s
names and social security
numbers.

- Attach check to forms
($20 per new member)

In the future we hope to con-
tinue providing you with simi-
lar information that will not
only help newcomers to pen-
sion administration, but will
aid in refreshing the knowl-
edge of our veteran munici-
pal contacts.  If you are hav-
ing difficulty understanding
various pension-related prac-
tices and duties, please do
not hesitate to request a
meeting with our staff to
review your pension plan
and related forms.  We are
also available by phone at
1-800-622-7968 or via e-mail
at ra-staff@state.pa.us.  And
don’t forget, we have a
wealth of information on our
website!  If there is a topic
you feel should be covered
on our website or in our
newsletter, please drop us a
line.   We welcome the
opportunity to accommodate
your requests.  
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PMRS police pension plans are
covered under Act 15 of 1974, but
are subject to the maximum bene-
fits allowed under Act 600.
Therefore, prior to Act 89 of 2005,
PMRS police plans with three or
more full-time officers were limited
to a $100 per month service incre-

ment benefit.  Act 89 of 2005 now
allows any PMRS plan to increase
the service increment.  

Municipalities are not required to
adopt the change.  To add this
feature to a police pension plan,
please request an actuarial cost

study in writing from the
Municipal Services Division.
Requesting a cost study is
free of charge and will esti-
mate the additional costs
that a municipality will incur
by adopting the service
increment change. 

Service, pg 3

4Summer 2006



July 28
Retiree checks mailed from PMRS.

August 1
Deadline for returning the Quarterly Reports for the 2nd Quarter to PMRS. 

August 25 
Reimbursement by Auditor General's Department to municipalities for ad hoc payments that
were made to eligible retired firefighters and police officers in the previous year.  

Note: Act 205 requires payment no later than September 1. 

August 25 
Minimum Municipal Obligation (MMO) worksheets used to calculate the plan's financial require-
ment for the next year mailed from PMRS.  

Note: This form needs to be completed by the plan's chief administrative officer and submitted
to the governing body by September 30. The MMO form also must be returned to PMRS by the
first week in October. Each plan's MMO becomes a part of the municipal budget process for the
upcoming year. 

August 30
Retiree checks mailed from PMRS.

September 21
Pennsylvania Municipal Retirement Board Meeting.

September 25 
Annual state pension aid payments sent to municipalities by the Auditor General's Department;
must be deposited into your pension plan(s) within 30 days of receipt.  

September 28
Retiree checks mailed from PMRS.

September 30 
Excess interest allocation form mailed to municipalities when excess interest is earned and
subsequently awarded by the Pennsylvania Municipal Retirement Board. Any excess interest
distribution to the municipal account, member's accounts, or to retirees must be properly
approved by the governing board of the municipality. The form should be returned no later than
November 1 so the awarded interest can be properly credited to the designated accounts. 



717-787-2065 1-800-622-7968 P.O. Box 1165 Harrisburg, PA 17108-1165
717-783-8363 (fax) ra-staff@state.pa.us www.pmrs.state.pa.us Contact Us

Below is a list of
items to consider in

the weeks ahead.   Please
check our website for

additional information as
we continue to issue

updated material. 

1

2

ACCOUNTING - manages the System’s investments, prepares financial reports, and maintains
municipal and member financial accounts.

Reminder: Whenever a municipal employee has a break in service, for example a lay-off or a
leave without pay, please be sure to indicate the beginning and ending dates of the break in
service on the Quarterly Report (PMRB-21). Renny Witmer, Chief

MUNICIPAL SERVICES - visits prospective member municipalities, maintains municipal records
and contracts, conducts cost study analysis, and administers plan upgrades.

Reminder: As we progressed through this year's Act 205
reporting process, we discovered that some of our

municipal points-of-contact had retired or
changed jobs; however, PMRS was never

notified about such changes. As a friendly
reminder, we ask that you please take a

brief moment to contact us in writing
whenever your point of contact
changes. This is not only for both the
municipality and the System's
convenience but to diminish potential
privacy and security risks to your
retirement information. Thank you!

Ben Mader, Chief

OPERATIONS - consists of
several sections that assist in
various areas such as

information technology, human
resources, administration, and

communications.

FYI: The PMRS staff would like to extend a warm
welcome to Barry Warner and Kay Keller who joined

our team earlier in the year. Barry has filled a vacancy in our
information technology area and Kay Keller has filled a position in the Accounting Division. We
hope that PMRS exceeds your career expectations and provides you with very rewarding
experiences. Congratulations! Cynthia Davis, Chief
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MEMBERSHIP SERVICES - manages
individual member records, prepares year-end member

statements, and processes monthly payments to retirees.

IMPORTANT: There will be no pre-retirement
seminars this year (2006). The seminar format is
undergoing a major transformation that has caused a delay in
the annual event. New to the program will be
demonstrations and training on the up-and-coming web
features that will be supported by the System’s newest
software upgrade. In the interim, any member wishing to

receive a retirement estimate or discuss options may
contact the Membership Services Division. We

sincerely apologize for any inconvenience this
may cause you and your staff.

Diane Castner, Chief
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