ADMINISTRATION

ORDINANCE NO.

FILE OF CITY COUNCIL

BILL NO. 46- 2026

JUNE 3, 2026

AN ORDINANCE

Amending Part 1 — Administrative Legislation, Chapter 75 — Pensions and Retirement, Article 111 —
Police Pension Fund, by adding a new section 75-53 “Limited Deferred Retirement Option Plan”.

WHEREAS, on February 27, 2026, the City entered a Memorandum of Understanding with the
Fraternal Order of Police Queen City Lodge No. 10 agreeing to create a Deferred Retirement Option
Plan (“DROP”) for the Allentown Police Department; and

WHEREAS, The Police Pension is administered pursuant to Part 1 Administrative Legislation, Chapter
75 Pensions and Retirement, Article Ill Police Pension Fund; and

WHEREAS, The DROP program shall become effective upon passage of the amendments to the Police
Pension Fund

NOW, THEREFORE, BE IT ORDAINED, Part 1, Chapter 75, Article Ill shall be amended as
follows:

8§ 75-53 Limited Deferred Retirement Option Plan.
A. Definitions
The following definitions apply when used in this Section:

CITY
The City of Allentown, Pennsylvania

DROP
Deferred Retirement Option Program.

DROP PARTICIPANT ACCOUNT
A DROP Participant Account shall be established for each DROP participant.
While a City Police Officer is employed as a DROP Participant, the member’s
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bi-weekly, normal retirement benefit and interest thereon shall be credited to the
DROP Participant’s subsidiary DROP participant account.

DROP NOTICE OR DROP PARTICIPATION AGREEMENT
The forms prescribed by the City upon which a member informs the City of his
or her intent to participate in the DROP.

DROP PARTICIPANT

A City Police Officer who meets the eligibility requirements for DROP
participation and who has properly submitted a request to participate in the
DROP which request has been approved by the Mayor (or his/her designee) or
other identified President of the Police Pension Fund Association as set forth in
the Police Pension Fund Document.

POLICE OFFICER
A duly-sworn full-time police officer employed by the City.

POLICE PENSION FUND

The City of Allentown Police Pension Fund Document as set forth in Chapter
75, Article 111 of the Code of the City of Allentown as applicable and as may be
amended and revised from time to time.



UNION

The Fraternal Order of Police Queen City Lodge No. 10, which is the duly
recognized collective bargaining representative for all non-managerial, full-time
employees of the City Police Department.

B. Effective Period. The DROP Program shall become effective upon passage
by City Council and signature of this Ordinance by the Mayor, and when the City and
Union sign a Memorandum of Agreement and complete all required actuarial studies.

C. Eligibility. A City Police Officer must have twenty (20) or more years of
pensionable service to the City. “Pensionable service to the City” shall include purchase
of non-intervening military service or purchase of previous police or other service with
the City. City Police Officers who are retired on a normal pension benefit before the
Effective Date of this amendment or are receiving, pursuing, or have been deemed
eligible to receive, a disability pension from the Police Pension Fund shall be ineligible
and deemed to have waived the option of participating in the DROP.

Once a Police Officer commences participation in the DROP, his or her election to
participate shall become irrevocable, and he or she may not choose to resume active
participation in the Police Pension Fund nor resume earning pensionable service credit.

D. Written election.

1) A Police Officer electing to participate in the DROP must complete and
file with the Mayor (or his/her designee) a DROP Participation Request
Letter, prepared by the City, which shall evidence the officer's request to
participate in the DROP and irrevocably identify the Officer’s last day of
pensionable service, first day of DROP participation (“DROP
commencement date”) and termination date from DROP (“resignation
date”). The letter must be signed by the Police Officer and submitted to
the Mayor (or his/her designee) Contributions by the officer to the
pension fund will end with the pay period containing the DROP
commencement date. Following the final pensionable pay date, the City
will prepare a DROP Participation Agreement. The DROP Participation
Agreement shall include the Police Officer’s irrevocable specific date of
resignation (“the resignation date”) from employment with the City of
Allentown Police Department. In no event shall the resignation date be
more than sixty (60) months from the date on which DROP participation
will commence. Unless ended by the Police Officer or the City prior to
the resignation date, a Police Officer shall cease to be employed by the
City as a police officer in any capacity as of the resignation date.

2 As a condition precedent to participation in the DROP, a DROP
Participant must acknowledge and agree in writing to hold the City
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(3)

harmless for any consequences of the Police Officer's decision to
participate in the DROP, including, but not limited to, any tax
consequences or implications of DROP participation and/or any
monetary loss incurred as the result of DROP participation.

In addition, all retirement documents required by the Police Pension Fund
Association and/or by the custodian of the Police Pension Fund must be
signed and submitted to the Police Pension Fund Association for approval
of retirement and payment of pension. The Mayor (or his/her designee)
shall approve the application so long as the applicant meets the eligibility
requirements set forth in Section B of this DROP Plan. Once a DROP
Participation Agreement has been approved by the Mayor (or his/her
designee), it is irrevocable. The documentation that must be executed
before a Police Officer may participate in the DROP shall include a
provision releasing the City and related entities from any liability
regarding DROP participation and contain an acknowledgement that any
fees, commissions and administrative costs attributable to DROP
participation shall be paid at the Plan level. Individual officers shall not
be required to pay fees or costs attributable to DROP participation.

E. Effect of DROP election.

1)

(2)

The effective date of the DROP Participation Agreement shall be the date
on which the Police Officer indicates his or her enrollment in the DROP
(the "effective date™). The effective date may be no sooner than the day
after the date on which the Police Officer completes twenty (20) years of
pensionable service directly to the City. Under no circumstances may a
Police Officer "back date" his or her effective date for any purpose.

After the effective date, the DROP Participant shall no longer earn or
accrue additional years of continuous service for pension purposes
(including, but not limited to, service increment benefit eligibility
accrual). A separate account shall be created to credit the DROP
Participant's bi-weekly pension amount during the time period that the
DROP Participant continues to be employed by the City of Allentown
Police Department ("DROP Account™).

As a condition of DROP participation, the DROP Participant
acknowledges that he/she:

@) shall be retired under the Police Pension Fund for the purpose of
calculating pension benefits (including, but not limited to, service
increments). Sick leave, vacation and other leave deemed to be
paid at separation shall be paid upon the completion of DROP
participation and shall not be included in any pension calculation
or other payment deposited into the Police Officer’s DROP
Account; and
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(b) shall no longer earn or accrue additional years of continuous
service for pension purposes under the Police Pension Fund; and

(© shall no longer be required to make contributions to the Police
Pension Fund; and

(d) shall not be eligible for any additional pension benefits unless
expressly made applicable to DROP participants; and

(e) shall be permitted to continue to receive all other non-retirement
employee benefits and programs as set forth in the applicable
collective bargaining agreement.

F. Benefit calculation. For all retirement fund purposes, the length of service of a
DROP Participant shall remain as it existed on the start of DROP Participation. Service
thereafter shall not be recognized or used for the calculation or determination of any
benefits payable by or through the City of Allentown Police Pension Fund. Solely for
pension calculation purposes, the salary of a DROP Participant under the Police Pension
Fund Document, and as defined by the collective bargaining agreement and the Police
Pension Fund Document, shall remain as it existed on the effective date of
commencement of participation in the DROP. Changes in pensionable earnings shall not
be recognized or used for the calculation or determination of any pension benefits
payable to the DROP account.

G. Police Pension Plan contributions. While participating in the DROP, a DROP
Participant shall not contribute to the Police Pension Fund, regardless of the level of
contribution required to be made by officers who are not participating in the DROP.

H. Payments to DROP Participant Account.

1) The biweekly retirement benefits that would have been payable had the
DROP Participant elected to cease employment and receive a normal
retirement benefit shall, upon the Police Officer commencing
participation in the DROP, be paid into the separate DROP Participant
Account established to credit the Police Officer’s biweekly pension
payments. Such DROP Participant Account shall be an individual
subaccount of the pension fund set up in each DROP Participant's name.
This account shall be designated the DROP Account.

(2) A DROP Participant’s initial and subsequent pension checks shall be
credited at the same time and in the same manner as the Police Pension
Fund pays the initial and subsequent biweekly payment to retiring Police
Officers who do not participate in the DROP. While a DROP Participant
is employed as a City Police Officer, the DROP Participant’s biweekly,
normal retirement benefit and interest thereon shall be credited to the
DROP participant’s DROP Participant Account. The interest rate for
each DROP participants’ account annually shall be the same as the
overall investment return of the City’s Police Pension Fund monies for
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the same year. However, the interest rate annually for each DROP

participant’s account shall be no less than 0% and no greater than 4.5%
in accordance with Act 44 of 20009.

3) By entering into the DROP, each participating officer holds the City
harmless for any tax, financial or other consequences

l. Payout. Following the resignation date set forth in the DROP Participant’s
DROP Participation Agreement, the date on which the City separates the DROP
Participant from employment or the date on which the DROP Participant resigns, future
biweekly pension payments shall be paid directly to the Police Officer or to the Police
Officer's eligible survivor, if applicable, as defined under Section 75-55 of the Police
Pension Fund Document, and shall no longer be paid to the Police Officer's DROP
Participant Account. Within thirty (30) days following termination of a DROP
Participant’s employment, or as soon as administratively feasible thereafter, the balance
in the Police Officer's DROP Participant Account shall be paid to the Police Officer in
a single lump-sum payment. With respect to the payout of proceeds from a DROP
Participant Account, Drop Participants shall agree to hold the City harmless for any tax
or other consequences flowing from the officer's disposition of the payout under this
section.

J. Disability during DROP.

1) If a DROP Participant becomes temporarily incapacitated during his or
her participation in the DROP, that DROP Participant shall continue to
participate in the DROP as if fully employed. The DROP Participant shall
receive any temporary disability pay or benefits to which he or she would
otherwise be entitled if not participating in the DROP. In no event shall
a DROP Participant on temporary disability have the ability to draw from
his or her DROP Participant Account at any point prior to separation from
employment.

(2 If a DROP Participant becomes permanently disabled during the DROP
period, the DROP Participant shall be honorably discharged from
employment immediately and may obtain the contents of his DROP
account. Following separation, the DROP Participant shall continue to
receive his or her biweekly pension benefit in the same manner as any
other DROP Participant who ends employment as a Police Officer with
the City. As a condition of DROP participation, a DROP Participant
waives the right to receive a disability pension from the Police Pension
Fund.

3) Notwithstanding any other provision in this Section, if a DROP
Participant is disabled and has not returned to work as of his or her
required resignation date, then such resignation shall take precedence
over all other provisions herein and said DROP Participant shall
immediately resign from employment.
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K. Death. If a DROP Participant dies before the DROP account balances are paid,
the DROP Participant's designated beneficiary shall have the same rights as the
DROP Participant to withdraw or direct the account balance. If a DROP
Participant is killed in the line of duty, then a killed-in-service benefit shall be
payable in accordance with Section 75-55 of the City of Allentown Police
Pension Fund Ordinance. In addition, the contents of the deceased officer’s
DROP Participant Account shall be paid to the Police Officer’s designated
survivor or, in the absence of such named survivor, to the deceased Police
Officer’s estate.

L. Other benefits. For all non-pension benefits payable at separation of
employment or thereafter, all DROP Participants are treated the same as non-retired
police officers. DROP participants may voluntarily terminate their employment at any
time without penalty. The DROP establishes no new pension or other benefits beyond
what is specifically permitted herein.

Additionally, nothing hereunder shall be construed as conferring any legal rights upon
any Police Officer to a continuation of employment, nor shall participation in the DROP
in any way supersede or limit the existing rights of the City to suspend, demote or
terminate an officer for just cause or to grant the officer an honorable discharge based
upon a physical or mental inability to perform his or her duties.

M. Forfeiture of benefits. Notwithstanding a DROP Participant’s participation in
the DROP, a DROP Participant who is convicted or pleads guilty to engaging in criminal
misconduct which constitutes a “crime related to public office or public employment,”
as that phrase is defined and used in Pennsylvania's Pension Forfeiture Act, 43 P.S. 88
1311-1314, and interpreted thereunder, shall forfeit his or her right to receive a pension,
including any amounts currently contained in the DROP Participant Account. In such a
case, the DROP Participant shall only be entitled to receive the contributions, if any,
made by the Police Officer to the Police Pension Fund, without interest.

N. Amendment. Any amendments to the DROP Plan shall be consistent with the
provisions covering deferred retirement option plans set forth in any applicable
collective bargaining agreement and shall be binding upon all future DROP participants
and upon all DROP participants who have balances in their deferred retirement option
accounts. DROP Plan may only be amended by a written instrument, not by any oral
agreement or past practice.

O. Interpretation of provisions. This DROP shall be interpreted under the laws of
the Commonwealth of Pennsylvania. In addition, nothing provided hereunder shall be
construed as a change to the parties’ practice of calculating pensionable compensation,
and, except for the ability to establish a DROP account and participate in the DROP,
nothing herein is intended to create new pension benefits of any kind which did not exist
prior to the effective date of the DROP.



