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Before you know it, state aid season will once again be upon 
us. As important as it is to receive these funds, it is equally 

important that this additional funding is properly reported. 
Th is article contains answers to the most popular questions 
that PMRS has received in regards to State Aid. We hope 
this information provides you with a better understanding 
of various state requirements and aids you in your quest 
to document your municipality’s retirement funding. 

What is General Municipal Pension System State Aid?

State Aid is a program to aid municipalities in funding their 

pension plans and is generated from proceeds of the insurance 
premium tax on foreign casualty insurance companies. Only 
cities, boroughs, and townships are eligible to receive state 
aid; authorities and counties are not eligible. Th e pension plan 
must also be established and funded by the municipality for 
three calendar years before becoming eligible for state aid.

When should the municipality expect to receive state aid?

State aid is distributed annually to each eligible recipient no 
later than the fi rst business day occurring in the month of 
October. 

(See Municipal..., Page 2)
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In the fall, roadside stands and farmers 
markets throughout Pennsylvania offer their 
citizens a direct connection to the wealth of  
agricultural products grown right here in the 
Commonwealth.

This fall, as the leaves begin to change and 
the temperatures slowly drop, check out 
some of  these stands and markets that are 
located in every corner of  the state. Enjoy 
the benefi ts of  buying local products that 
are high in fl avor and nutritional value. 
Agriculture is Pennsylvania’s leading industry 
and that is due to the hard work of  those 
who till the land. Support Pennsylvania 
agriculture and keep your refrigerator and 
tables stocked with Pennsylvania’s fi nest. 

PMRS Brings Back Municipal Seminars
“Back-to-School” Seminars Return in New Format                    

The Pennsylvania Municipal 
Retirement System is pleased to 

announce the return of our municipal 
seminars. Formerly known as “Back-
to-School” seminars, these sessions 
are designed to help 
educate the plan contact 
person and/or the chief 
administrative offi  cer 
in the  understanding 
of the administration of 
their specifi c municipal 
pension plan(s).

According to Division Chief Anthony 
Pinto, “We believe there is a tremendous 
need for these seminars based upon 
the number and variety of inquiries  
we receive on a daily basis. Th e 
implementation of  programs like DROP, 
the annual State Aid process and the 
forthcoming GASB 67 & 68 changes tend 
to pose a challenge to a number of those 
individuals responsible for administering 
the plans at the municipal level. Our goal 

is to allow our contacts to have a more 
clear and concise understanding of plan 
administration and we are confi dent 
these seminars will go a long way in 
doing so.” 

Th e goal is to schedule these 
seminars on a quarterly basis at 
various locations throughout the 
Commonwealth. Th ey will be 
held in conjunction with the pre-
retirement seminars hosted by the 
Membership Services Division. 

Much like the pre-retirement seminars, 
registration can be done online through 
the PMRS website at www.PMRS.state.
pa.us. 

An added feature of registering online is 
the fact that each contact person will have 
input as to what topics will be included in 
the presentation. “We are aware that the 
system consists of a multitude of diff erent 
plans in terms of size and structure, but 
these plans are represented by persons 
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with a range of experience in the actual management of pension plans and we must take this into account as we move forward 
in maintaining each of our plans,” says Anthony. “By giving our contacts a vote in selecting the topics to be discussed, we have 
the ability to tailor our presentations to address those items or areas of concern which our members deem important to them.”

Some of the topics and issues up for discussion are  the use of resolutions, the role of the Auditor General and the Pennsylvania  
Employee Retirement Commission (PERC), Act 205 basics, 414(h) contributions, retirement options, the processing of 
retirements and enrollments, probationary periods, MMO worksheets, State Aid, GASB 67 & 68 and the various PMRS forms.

“We feel whether you are a new contact person or one who has been on the job for many years, you will fi nd these seminars to 
be benefi cial,” Anthony states. He went on to say that, “Th e successful administration of a pension plan requires a coordinated 
eff ort between PMRS and each of our member municipalities. By attending and taking advantage of the information presented, 
you will gain an increased understanding of your municipality’s plan, as well as its impact on you, your fellow employees and the 
municipality.”

Th ere is no cost to attend these seminars, but registration is required due to limited seating. Unless otherwise indicated, the 
session will run from 9:00 AM to 4:00 PM with a break for lunch.  More details are available on the PMRS website.

(Municipal..., cont.)

PMRS has seen great growth in recent years and with that 
growth comes a need for more staff .  In this issue, we would 

like to introduce to you four recently hired employees that our 
contact people and our members might be interacting with in 
the future.

Dan Worthington is the veteran 
of the group and has been at 
PMRS since December 2014. 
He is a graduate of Saint Joseph’s 
University with a degree in 
Actuarial Science. Dan is a 
Retirement Benefi ts Specialist 
and works in the Membership 
Services Division.

Joining Dan in the Membership 
Services Division are two 
recently appointed Retirement 
Technician Trainees. Lisa Southers had previously worked for 
PMRS as a Clerk Typist 2 and returned to take advantage of 
this new opportunity. Lynn Wadley transferred from PHEEA 
where she worked as an Account Representative. Both of these 
individuals are engaged in a one-year training program. Th ey 
both started on July 11.

Finally, Melinda Brown who joined us on August 31. Melinda 
is our Fiscal Technician in the Financial and Investment 
Management Division. She brings a strong fi scal background 
to the agency.

All four look forward to working with our members to bring 
them the exemplary customer service they should expect. So 
the next time you call in, you might hear one of their friendly 
voices. Be sure to say hello and welcome them to PMRS.

PMRS Welcomes New Staff  
Members

PMRS Invests in PA
In March of 2015, PMRS made its fi rst real estate investment 

in Pennsylvania with the purchase of the Bucktails 
Management Unit in the northwest part of the state. Th is 5,831 
acre property was purchased for $18.3 million and will be a 
valuable addition to the PMRS timberland portfolio.

According to Jamie Ulmer who is the PMRS Portfolio Manager 
at Forest Investment Associates, this purchase serves as a “key 
addition to the 45,753 acres that PMRS already owns in seven 
other states.” With this investment, Mr. Ulmer believes “PMRS 
is well situated to take advantage of the growing demand for 
black cherry wood that comprises much of these tracts of land.”

Black cherry is rated one of the favorites for cabinetmakers due 
to its beauty and versatility. It is also widely used for paneling, 
burial caskets, gunstocks, musical instruments and carvings.

In assessing this investment, Mr. Ulmer said “Th e non-
glaciated soils of northern Pennsylvania are 
ideally suited for growing high-quality black 
cherry, which is the primary species and value 
driver of this investment.  In addition to black 
cherry, the property is also comprised of both 
hard and soft  maple, oak and various other 
species of commercial hardwood and soft wood timber.”

Th ese three tracts that make up Bucktails are located in 
McKean, Potter and Cameron Counties.

Th e Bucktails name originates from a Civil War regiment 
that was mustered in the same general area of northern 
Pennsylvania as the Bucktails property.  Th e regiment was 
known for their excellent marksmanship and for fashioning a 
white-tailed deer tail to their hat – hence the nickname of the 
regiment, the “Bucktails.” 

(standing) Lisa Southers, Dan Worthington, 
(sitting) Melinda Brown, Lynn Wadley
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During Duane Filchner’s time on the PMRS Board, he has seen great growth as well as even greater 
challenges. Upon taking the oath in January 2008, PMRS was coming off  seeing a fi ve-year return of 

over 13% only to see the economy falter drastically in 2008 and 2009. However Duane, a retired Nuclear 
Regulatory Aff airs Supervisor at PPL’s Susquehanna power plant, noted the Board’s prompt reaction. “By 
stopping securities lending, losses were prevented that could have been in the millions of dollars.” He 
pointed out how this decision by the Board, and others, demonstrated the “dedication, professionalism 
and teamwork of not only the Board, but the PMRS staff  as well.”

Duane recognizes his fi duciary responsibility to not only the municipal authorities he represents, but 
all of the members of PMRS. His tenure on the Board also coincided with the daunting task of selecting 
a new Secretary to replace James Allen in 2014 and carry on Jim’s legacy of strong leadership. Looking 

ahead, the current market conditions and the changing economic climate will continue to be challenges,  
but “I am confi dent that the PMRS conservative, disciplined approach to investing will continue to achieve the objective to 
increase the value of our members’ assets.”

Duane resigned from the Board this month due to relocating and we thank him for his seven years of service to the members.

What should the municipality do with the State Aid 
check?

Th e State Aid must be deposited into a Pension Plan within 30 
days of receipt. PMRS requires that the municipality deposit 
the check into a checking account and proceed as follows:

Defi ned Benefi t Plans

Defi ned Benefi t Plans use State Aid to pay the plan’s MMO 
(Bill). If the State Aid is more than the MMO, the total State 
Aid amount must be forwarded to PMRS to be deposited into 
the pension plan.  If the State Aid is less than the MMO, the 
balance of the MMO must be paid with Municipal Funds. 
Although the State Aid must be deposited into a Pension Plan 
within 30 days of receipt, the balance of the MMO is not due 
until December 31. To ensure accuracy, please complete a 
Revenue Transmittal Form (PMRB-20) to provide PMRS with 
a breakdown of the State Aid and Municipal Funds.

If the MMO has already been paid, the municipality may 
reimburse its General Fund for any amount already spent. 
Please notify PMRS in writing of the amount reimbursed to 
the Municipal or General Fund. If the State Aid received is 
more than the paid MMO, the balance must be deposited into 
a Pension Plan within 30 days of receipt accompanied by a 
PMRS Revenue Transmittal Form (PMRB-20).

Cash Balance Plans

Cash Balance Plans must total all expenses for the current 
year that were previously remitted to PMRS. Th is includes the 
Annual Bill for Administration Costs, Municipal for Member 
Contributions, and New Enrollment Fees. Th e municipality 
may reimburse its General Fund for any amount already spent. 
Please inform PMRS in writing of the amount of State Aid 
used to reimburse the General Fund for paid expenses. If the 

State Aid received is more than the total expenses, the balance 
must be remitted to PMRS accompanied by a PMRS Revenue 
Transmittal Form (PMRB-20). Th is amount must be used as a 
credit against the municipality’s obligations for the remainder 
of the year. Any excess State Aid not used for current year 
expenses must be returned to the Auditor General’s Offi  ce.

Municipalities with more than one pension plan

State Aid may be allocated among the plans at the 
discretion of the municipality.  Please inform PMRS 
of the amount of State Aid received or allocated to 
each pension plan. Below is a sample memo to PMRS:

Amount of State
 Aid received                                $9999.99
Reimburse General Fund
Plan A                                            -1111.11 
Reimburse General Aid
Plan B                                             -2222.22

Remaining State Aid                   $6666.66

Allocated State Aid to
Plan A                                            $3333.33
Allocated State Aid to
Plan B                                             $3333.33

Total State Aid to PMRS             $6666.66

While this review of State Aid may not answer all of your 
questions, we hope that you’ll fi nd it a useful tool in the years to 
come. Should you have any questions that were not addressed 
in this issue, please do not hesitate to contact the Financial 
Management and Investment Division at PMRS. We welcome 
the opportunity to provide you with assistance. 

Meet Your Board 

Duane Filchner

(State Aid, cont.
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October 2/3              Seminars at Indiana University of 
                                     Pennsylvania

October 9                  Deadline to send completed and  
                                     signed MMO form to PMRS.

October 30         Deadline to deposit State Aid into 
                                     your pension plan(s). Notify PMRS 
                                     of the amount of State Aid received 
                                     and allocated to your pension  
                                     plan(s).
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November 13         Municipal Contact Seminar in 
                                     Harrisburg  

November 14         Pre-Retirement Seminar in 
                                     Harrisburg                                                                 

CALENDAR OF EVENTS 

Retiree checks mailedHoliday (offi  ce closed) Board Meeting Quarterly Reports mailed

HIGHLIGHTS*
* See PMRS web site for the full 2015 calendar

Pre-Retirement                           
Seminar

           
December 22        Quarterly Reports for the  
                                    4th Quarter mailed to 
                                    municipalities.                                 

December 24                      

MMO Mailing Muncipal Contact Seminar

AL - 4 GA - 16 ME - 3 NV - 6 TX - 6

AR - 1 IA - 2 MI - 5 NY - 16 VA - 25

AZ - 11 ID - 2 MO - 2 OH - 33 VT - 1

CA - 12 IN - 4 MT - 2 OK - 3 WA - 1

CO - 4 KS - 1 NC - 35 OR - 3 WI - 1

CT - 4 KY - 2 NH - 1 PA - 4703 WV - 7

DE - 36 MA - 7 NJ - 38 SC - 22 WY - 1

FL - 123 MD - 45 NM - 3 TN - 5

While most PMRS 
retirees have stayed 
in-state, many have 
moved elsewhere to 
enjoy their retirement 
years. 
38 other states are 
now home to PMRS 
retirees including two 
foreign countries! Australia - 1                       Egypt - 1

PMRS Retirees - Where Are They Now?

PMRS deadline for municipalities 
to pay current year MMO to insure 
the payment is properly credited to 
plan’s account for the current year. 
Th e legal deadline for payment is 
December 31.  
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Members oft en ask if they can make in-service 
withdraws from their pension plan. Simply put, the 

answer is no.  However, if you terminate municipal service 
and do not have enough years of service to vest your benefi t, 
or if your pension plans allows for an Option 4, you may 
be eligible to take a lump sum payout of your contributions 
and interest at the termination of your employment. 

When taking a lump sum payout, you have the option to 
roll over all or part of the lump sum into a Traditional 
IRA, Roth IRA, or 401(k) (if allowed by that plan).  
When speaking to your investment company, bank, or 
credit union about your options, it is important that you 
understand the taxability of your distribution, specifi cally 
the diff erence between your federally pre-tax and post-tax 
money. For most members, your lump sum payment will 
be a combination of federally pre-tax and post-tax money; 
therefore, when rolling your money into a qualifi ed 
account, you need to know how much is taxable and how 
much you have already paid taxes on. Th is information is 
attainable by contacting PMRS.

Typically the member contributions that you have made 
toward your pension have already been taxed. Th is means 
that you will not pay tax on that money again, no matter 
if it is withdrawn at the time of your retirement or simply 
at the end of your municipal service. Although your 
contributions are post-tax (non-taxable), any interest 
that has been credited to your account is always taxable. 
Th erefore, if you take your money back to yourself in a 
check, PMRS is required by the IRS to send 20% of the pre-
tax portion directly to the IRS, before we send you a check 
for the remainder. In other words, 20% of the interest will 
be sent directly to the IRS before you ever receive your 
money.

Example:
John Doe is employed by a municipality that requires 
7 years to vest.  When he left  municipal employment 
to work in the private sector, he only had 5 years of 
service, so his only option was to take a refund of his 
personal contributions and Interest.

Contributions total (all made aft er-tax):   $10,000
Interest totals (all taxable):                            $2,000 
Total Refund:                                                 $12,000

Since John’s personal contributions into the plan were 
made “aft er-tax”, they will be refunded to him with no 
tax liability.  However, all of his interest is taxable.  Since 
John decided to have the distribution paid directly 
to him (not rolled over into a tax-deferred account), 
PMRS withheld 20% of the taxable amount ($2,000 x 
20% = $400).  Th at means $11,600 went to John, and 
$400 went to the IRS.

You may be able to roll over your money into a qualifi ed 
account. PMRS can send the taxable portion of withdrawal to 
your Traditional IRA or 401(k) (if allowed by that plan).  We 
can then issue a separate disbursement for the non-taxable 
portion.  Th at can be done in a check made payable to you or 
to your Roth IRA.  

Unfortunately, we all too oft en see people make the mistake 
of not separating the taxable portion from the non-taxable 
portion when doing a rollover.  Th ere is rarely a benefi t to 
commingling the money, and it oft en results in the member 

Lump Sum Payouts - To Roll or Not to Roll
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again paying tax on money at retirement that they already paid on when they fi rst 
contributed it to the plan.

It is important to discuss the diff erence between taxable and non-taxable money 
with a fi nancial advisor when making a rollover.

Using the example from the previous page:
John Doe is leaving his employer with the only option of taking a refund of 
his personal contributions and interest:

Contributions total (all made aft er-tax):   $10,000
Interest totals (all taxable):                            $2,000 
Total Refund:                                                 $12,000

 
If John was interested in deferring the taxable liability of his withdrawal, he 
could roll over the $2,000 in taxable interest to a Traditional IRA and then 
take his non-taxable contributions in a check made payable to him or even 
have PMRS roll it over to a Roth IRA.

Please note that some municipal plans include contributions falling under section 
414(h) of the Internal Revenue Code.  Under 414(h) plans, contributions to the 
pension are made pre-tax.  Th at simply means the member is able to deduct those 
contributions from taxable income in the year in which the contributions were 
made.  As such, any withdrawals of 414(h) contributions are then fully taxable in 
the year of disbursement.

Revisiting the above example one more time:
Let us imagine that John Doe is leaving his employer with the only option of 
taking a refund of his personal contributions and interest.  How would his 
withdrawal look diff erent if his contributions fell under section 414(h)?:

Contributions total (all made pre-tax):   $10,000
Interest totals (all taxable):                          $2,000 
Total Refund (all taxable):                         $12,000

 
Under this example, the entire $12,000 withdrawal will be taxable.  If John 
did not roll it over, PMRS would issue a check to John for $9,600.00 ($12,000, 
minus 20% Federal Withholding).

When considering a lump sum withdrawal, you will want to know the answers to 
the following questions:
1. How much of my lump sum is taxable?
2. Do I want to defer paying tax by rolling over that money into a traditional   
         IRA or 401(k)?
3. How much of my lump sum has already been taxed?
4. Will my rollover company / bank accept already-taxed money (Roth IRA)?

For additional information, please contact PMRS Membership Services at (800) 
622-7968.

Division Chief

Sean E. Chris  ne, CFP®                                                               
Oversee division staff , process monthly payroll for re  rees, 
and produces 1099-Rs

Re  rement Counselor

Heather Seilhamer 
Counsels members approaching re  rement on the 
various op  ons available to them

Re  rement Technicians
Complete benefi t es  mates and handle the majority of 
administra  ve changes for members

Bryant Taylor (ac  ng supervisor) 

Lorain Payne

Lisa Southers 

Lynn Wadley      
                                                                                                              

Benefi t Specialists

Beth Malone 
Handles complex issues such as disabili  es and 
Domes  c Rela  ons Orders

Dan Worthington 
Reviews all pending calcula  ons of re  rement benefi ts 
that relate to members

Contact Us...
Hours

Monday - Friday
7:45 am - 4:15 pm

Physical Address
Eastgate Center

1010 N. 7th Street
Suite 301

Harrisburg, PA 17102

Mailing Address
PO Box 1165

Harrisburg, PA 17108-1165

Phone
(717) 787-2065 or (800) 622-7968

Fax
(717) 783-8363

Internet
www.pmrs.state.pa.us

The PMRS Membership 
Services Team


