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WHAT’S NEW?

PMRS is pleased to report that all mu-
nicipal fi nancial statements have been 
completed and mailed. The members’ 
2008 annual pension statements are 
still being processed and are expected 
to be completely distributed within the 
next several weeks. Should you have 
questions or concerns regarding your 
statement, please contact our offi ce at 
1-800-622-7968.  We’d like to extend 
a sincere thank-you to each and every 
one of our plan contacts for their coop-
eration and timeliness in submitting the 
2008 fi nancial information.

******************
The Actuarial Valuation provided by 
Cheiron for PMRS, as of January 1, 
2008, is now available on our web-
site.  Visit www.pmrs.state.pa.us, click 
“Publications,” then “Reports,” and then 
“Actuarial.”

******************
The Pennsylvania Municipal Retirement 
Board and PMRS staff recently wel-
comed William J. Junkin as the newest 
member of the Board, representing 
the active fi refi ghters.  Mr. Junkin was 
nominated by the Pennsylvania Profes-
sional Fire Fighters Association and was 
appointed to the Board by Governor 
Rendell on April 3, 2009. 

Clarifying “Compensation”
What is Included When Calculating Benefi ts?

    ach member municipality of the 
Pennsylvania Municipal Retirement Sys-
tem (PMRS) is required to report the 
compensation of each of its members 
to PMRS on a quarterly basis.  PMRS 
is often asked what types of payments 
should be included in the compensation 
that is reported for the pension plan.  

By way of explanation, let us begin by 
observing that the Pennsylvania Mu-
nicipal Retirement Law explicitly au-
thorizes the municipality and the Penn-
sylvania Municipal Retirement Board to 
defi ne the “salary or compensation” to 
be used in the computation of benefi ts 
under Article IV agreements.  The only 
restriction in the law is that the compen-
sation be “earned and paid,” meaning 
that the payments must be made in ex-
change for services rendered.  Because 
“compensation earned and paid” may 
vary under the facts of a particular sit-
uation, the determination of what is in-
cluded in retirement-covered compen-
sation may also vary on a case-by-case 
basis.  Once defi ned, however, the defi -
nition must be applied uniformly to all 
of a plan’s members.  To eliminate much 
of the uncertainty as to what is included 
in the term “compensation,” PMRS will 
be requiring all future agreements be-
tween the municipality and the Board 
to specify what forms of payment are 
included.

If an Agreement between the municipal-
ity and the Board contains no restriction 
on compensation other than that it be 
“earned and paid,” then compensation 
would be considered a broad term that 
encompasses all forms of remuneration 
(provided that the employee makes the 
required contributions, if any, on such 
payment and the inclusion of a particu-
lar type of payment be equally appli-
cable to all employees).  The question 
thus becomes: Is the payment under the 
plan “compensation earned and paid,” 
or is it a fringe benefi t?  

The following lays out PMRS’s position 
on specifi c types of payments:
 
Car and Phone Allowances
These are expense reimbursements and 
are NOT reportable wages.

Health Insurance Opt Out Payments
These payments are generally NOT 
retirement-covered compensation be-
cause the payment is not compensation 
that is earned and paid for services 
rendered.  Such payments may, how-
ever, be considered retirement covered 
compensation if the amount is included 
in the employee’s base salary and paid 
with the employee’s salary through reg-
ular, fi xed payments and the employee 
makes any required contributions to the 
system.  (Article continued on page 3...)
 

E

Designating a Benefi ciary
Clearing Up the Issue

As stewards of pension plans, the Pennsylvania Municipal Retirement System (PMRS) is responsible for adhering to our members’ 
wishes when distributing their retirement funds.  In some instances, PMRS staff has had diffi culty deciphering a member’s wishes 
due to incorrect information provided on forms such as the PMRB-2 –Nomination of Benefi ciaries Form.  PMRS requires all members 
– active or retired – to designate at least one benefi ciary on their account.  Members are required to complete the PMRB-2 – 
Nomination of Benefi ciaries Form when they fi rst enroll in their retirement plan.  The following are rules to follow when designating 
benefi ciaries:

 - Completing the form.  Members must be sure to provide all information requested.  PMRS staff needs correct information 
  pertaining to both primary benefi ciaries and contingent benefi ciaries.  A guardian must be designated for any benefi ciary 
  who is under the age of 18 when named.

 - Non-Designation.  A small percentage of PMRS members neglect to complete the PMRB-2 – Nomination of Benefi ciaries 
  Form.  Not having the name and contact information of the intended benefi ciary means that PMRS staff can not correctly 
  distribute the deceased member’s remaining retirement funds.  (Article continued on page 2...)



Before deciding to retire from your job, stay home a week and watch daytime television.  ~Unknown~

(...Designating a Benefi ciary...  continued from page 1)

 - Faulty Designation.  Some benefi ciaries are designated with incorrect name spellings, Social Security numbers, addresses 
  or percentages of the member’s remaining funds to be distributed among multiple benefi ciaries.  Many of these errors can 
  not be detected until PMRS staff needs to distribute pension funds.  By that time, it is usually very diffi cult to obtain the 
  correct information. 

 - Duplicate Designation.  The PMRB-2 – Nomination of Benefi ciaries Form asks the member to name one or more primary 
  benefi ciaries.  In the case of multiple primary benefi ciaries, a breakdown is required that will defi ne the percentage 
  of pension funds to be distributed to each benefi ciary.  The PMRB-2 also asks that the member appoint one or more 
  contingent benefi ciaries.  This is to ensure proper distribution of the member’s remaining pension funds in the event that the 
  primary benefi ciary(ies) are also deceased or otherwise unreachable by PMRS staff.  The same individual should not be 
  designated in both the primary benefi ciary and the contingent benefi ciary categories.

 - Improper Certifi cation.  Many PMRB-2 forms are received without proper signatures.  Forms must be signed so that PMRS 
  staff can verify that the member did, in fact, authorize the action being requested.  The form must also be signed by two 
  witnesses, who may not also be named as benefi ciaries.

 - Faulty Designation at Retirement.  When a member retires and selects an option that provides for a joint annuity, a joint 
  annuitant must be designated.  After the death of the member, the joint annuitant will continue to receive all or a portion 
  of the member’s monthly benefi t, depending on the option selected.  The PMRB-8 – Application for Retirement Benefi ts 
  Form or PMRB-50 – Application for Retirement Benefi ts for Plans with Automatic Spouse’s Death Benefi ts Form also requests 
  the designation of a benefi ciary.  A benefi ciary will receive any remaining funds in the event that both the member and 
  the joint annuitant are deceased.  The joint annuitant should not also be named as the benefi ciary.

 - Failure to Update Benefi ciary Information.   It is extremely important to ensure that benefi ciary information is current and 
  accurate.  Members should verify and update their benefi ciary information in the event of the member’s marriage or 
  divorce, the birth of a new child, the death of a benefi ciary, or if a benefi ciary has moved, changed names or has 
  undergone a change in life circumstance that would make them diffi cult to locate when necessary.  Please note that PMRS 
  staff can not distribute remaining member funds until staff has located all of the benefi ciaries as designated in our records.  
  Therefore, it is imperative that all information be up-to-date.

If you have any questions regarding designating a benefi ciary, fi lling out a PMRB-2 – Nomination of Benefi ciaries Form, or if you 
would like to verify the information for the individual(s) you currently have named as benefi ciary(ies), please contact PMRS. 
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Tina Eisenhart Appointed Division Chief
PMRS Announces New Chief of Municipal Services Division

     he Pennsylvania Municipal Retirement System (PMRS) is 
proud to announce that Tina Eisenhart has been promoted to 
fi ll the Division Chief of Municipal Services vacancy created by 
Ben Mader’s retirement.  Tina assumed the Division Chief role 
effective in March of 2009.

Tina started with PMRS in 1974 and joined the Municipal 
Services Division as a Field Operations Coordinator in 2002.  
Having worked in the division for the past seven years, Tina is 
well-versed in the preparation of actuarial cost studies, drafting 
of plan contracts and all other aspects of working with PMRS 
member municipalities to effectively design and administer their 
pension plans.   Her familiarity with the division and her exten-
sive knowledge of the overall operations of PMRS made her 
both a logical and a desirable candidate to fi ll the position of 
Municipal Services Division Chief.

Her new role as Division Chief will be an extension of the duties 
she previously performed as a Field Operations Coordinator as 
well as an adaptation to the challenging tasks of division man-
agement and leadership.  Inheriting a stellar group of employ-
ees currently working in Municipal Services, we expect great 
things with Tina heading this division.  PMRS looks forward to 
advancing our relationship with our municipalities under Tina’s 
competent leadership.

Tina resides in Mechanicsburg with her husband, son and two 
dogs.  Her daughter, son-in-law and two grand-puppies will be 
stationed in Jacksonville, FL. while her son-in-law continues train-
ing as a Navy Helicopter Pilot. 

T
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(... “Clarifying Compensation”... continued from page 1)

Worker’s Compensation
These payments MAY be included in the reportable wages if it 
is the municipality’s policy or past practice to do so.  If worker’s 
compensation payments are reported as wages for the pension 
plan, required member contributions, if any, must be deducted 
from these payments.

If the payments are being made directly to the member from 
a third party, it would still be the municipality’s responsibility to 
report the earnings to PMRS on the PMRB-21, Quarterly Report 
of Contributions form, and to withhold from the member and 
remit to PMRS any required member contributions.
 
It should be noted that, because worker’s compensation benefi ts 
are only 66 2/3% of salary, this could have a negative effect 
on a member’s fi nal average salary when used in calculating re-
tirement benefi ts.  It would depend on each individual member’s 
circumstances whether the additional credited service earned 
while on Worker’s Comp would offset the lower salary.  Howev-
er, if it is the policy of the municipality to include worker’s com-
pensation payments in the reportable wages, the policy must be 
applied equally to all members of the pension plan. 
 
Heart and Lung Payments
PMRS believes that these payments MUST be listed as report-
able compensation.   Please note that required member contri-
butions, if any, must be deducted from these payments.  If the 
payments are being made directly to the member from a third 
party, it would still be the municipality’s responsibility to report 
the earnings to PMRS on the PMRB-21, Quarterly Report of 
Contributions form, and to withhold from the member and remit 
to PMRS any required member contributions. 
 
This position is based on an Attorney General opinion from 
1979 (pertaining to State Police Offi cers) which stated that an 
offi cer who is incapacitated due to a work-related injury must 
continue to receive any benefi ts to which they would otherwise 
be entitled if they had not been injured.  PMRS’s research has 
not found any other opinion or court cases after that date which 
would reverse the 1979 opinion. 
 
Short Term Disability Payments
These payments MAY be included in the reportable wages, if 
it is the municipality’s policy or past practice to do so.  If short-
term disability payments are reported as wages for the pension 
plan, required member contributions, if any, must be deducted 
from these payments.  If the payments are being made directly 
to the member from a third party, it would still be the munic-

ipality’s responsibility to report the earnings to PMRS on the 
PMRB-21, Quarterly Report of Contributions form, and to with-
hold from the member and remit to PMRS any required member 
contributions.
 
It should be noted that, because short-term disability benefi ts 
are often less than full salary, this could have a negative effect 
on a member’s fi nal average salary used in calculating retire-
ment benefi ts.  It would depend on each individual member’s 
circumstances whether the additional credited service earned 
while on short-term disability would offset the lower salary.  
However, if it is the policy of the municipality to include such 
payments in the reportable wages, the policy must be applied 
equally to all members of the pension plan. 

Lump-sum Sick and Vacation Payments
These payments MAY be included in reportable wages for the 
pension plan, if it is the municipality’s documented policy or past 
practice to do so.  If the municipality allows such payments to 
be included in the reportable wages, PMRS limits the includable 
amount of such payments based on the guidelines issued by the 
Department of the Auditor General (AG).  The AG, in Municipal 
Pension Bulletin No. 2001-01, states that, “When a municipality 
has historically made payments for accumulated unused leave 
on an annual or more frequent periodic basis, rather than as 
an end-of-career lump sum, the Department will consider the 
specifi c situation presented in determining whether such pay-
ments may be included in pension calculations.”  The bulletin 
further clarifi es that payments for unused leave received as an 
end-of-career lump sum may be included, “as long as the leave 
was earned during the applicable pension computation period.”  
This means that, if the fi nal average salary for the pension plan 
is based on the fi nal three years’ average salary, only the por-
tion of the payment that was for leave earned during the last 
three years may be included as reportable wages.  If the fi nal 
average salary is based on the fi nal fi ve years, then fi ve years 
of unused leave may be included.
 
Severance Payments
Such payments are NOT “earned” during the fi nal salary pe-
riod; but, instead, are “earned” as a result of termination and 
therefore MAY NOT be included in the reportable wages.

PMRS acknowledges that the information provided in this article 
is always subject to change based upon new federal or state 
laws and/or new court decisions.  Any additional questions can 
be directed to PMRS via e-mail (ra-staff@state.pa.us) or by 
calling 1-800-622-7968. 

In The Know
Q.  Can I borrow from my PMRS retirement account?

A.  PMRS does not allow members to take loans or emergency 
withdrawals from their accounts.  Members may only with-
draw their personal accumulated contributions and credited 
interest upon termination from employment.  It is also impor-
tant to note that by withdrawing the member account balance 
prior to eligibility for a retirement benefi t, the member will 
forfeit the right to any future benefi ts from the employer’s 
contributions to the plan.

Questions for “In the Know” can be e-mailed to PMRS at 
“ra-staff@state.pa.us” (please insert in the Subject line: “In 
the Know”) or they can be sent to:

 In the Know column
 c/o PMRS 
 P.O. Box 1165
 Harrisburg, PA 17108-1165 
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www.pmrs.state.pa.us
E-mail:  ra-staff@state.pa.us

Offi ce Hours:  Monday thru Friday 7:45 a.m. to 4:15 p.m.

Editorial Board:  Tim Brulia, Tom Garrett, Kris Gibboney, Wanita Hoke, Kandice Rodkey & Phil Weinert  *Sara Steele, Editor

Calendar of Events

July 3 – Holiday: Independence Day
Offi ce closed

July 16 
Pennsylvania Municipal Retirement Board Meeting.

July 30
Retiree checks mailed from PMRS.  (Directly deposited pension payments deposited to retirees’ accounts on July 31.)

August 3
Deadline for returning the Quarterly Reports for the 2nd Quarter to PMRS. 

August 24 
Reimbursement by Auditor General’s Department to municipalities for ad hoc payments that were made to eligible retired 
fi refi ghters and police offi cers in the previous year. 

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

August 24 (Date is approximate.)
Minimum Municipal Obligation (MMO) worksheets used to calculate the plan’s fi nancial requirement for the next year mailed 
from PMRS. 

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

August 28 
Retiree checks mailed from PMRS.  (Directly deposited pension payments deposited to retirees’ accounts on August 31.)

September 7 – Holiday: Labor Day
Offi ce closed

September 17 
Pennsylvania Municipal Retirement Board Meeting.

September 22 
Quarterly Reports for the 3rd Quarter mailed to municipalities.

September 25 (Date is approximate.)
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 29
Retiree checks mailed from PMRS.  (Directly deposited pension payments deposited to retirees’ accounts on September 30.)


