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Discussion Item Ordinance Amending Police Employees’ Retirement Plan 

Background In 2001, the City of Takoma Park established a pension plan (Police Employees’ 
Retirement Plan) for its sworn police officers. Prior to that time, police officers were 
covered by the State of Maryland pension plan along with other City employees, 
which provides for retirement after 30 years of service.  
 
The Police Employees’ Retirement Plan (the Plan) allows for full retirement after 25 
years of service or at age 62 with five years of service. The earlier retirement is more 
typical for public safety employees and enables the City to be more competitive in 
attracting and retaining officers. Before establishing the Plan, the City explored other 
alternatives that would allow for earlier retirement for police officers in a cost 
effective manner. Establishment of a City plan was deemed to be the best option. 
 
The Plan affords officers an opportunity to select which retirement benefit payment 
option best meets their needs upon retirement. The Pension Board has reviewed 
retirement options for participants and recommends an adjustment to one of the 
options. This option is a single life annuity with a refund of employee contributions. 
Under this option, which is the actuarial equivalent of the life only option, the retiree 
receives a monthly income payable during his lifetime and, following his death, the 
retiree’s beneficiary will receive a lump-sum payment of an amount which is the 
unpaid balance of the present value of the retiree’s employee contributions benefit.   
 
Continued use of this option by the Plan has the potential to jeopardize the financial 
health of the Plan and is not in the best interest of plan participants. 
 
The Pension Board hereby recommends replacement of the single life annuity with 
refund of employee contributions with a pop-up option. There are three (3) 
components to the pop-up option. 
 
1.  The pop-up option is a monthly income payable during the Participant's lifetime 
and continuing after the Participant's death at either 50% or 100% (as elected by the 
Participant) of the rate to his or her Beneficiary for the remainder of the 
Beneficiary's life. 
 
2.  If the Participant's Beneficiary dies before the date on which the Participant's 
benefits have commenced (whether before or after his or her termination date), the 
election shall thereupon become void. 
 
3.  If the Participant's Beneficiary dies, or if the Participant becomes divorced from 
the Beneficiary, after the date on which the Participant's benefits have commenced, 
but before the death of the Participant, the election shall likewise become void, and 
the Participant shall receive, commencing on the 1st day of the month following the 



Beneficiary's death (or divorce), the monthly benefit which the Participant would 
have received had his or her benefits originally been payable as a life only option, as 
described in Section 24.330C.; and such benefit shall thereafter be payable as a life 
only option. 

Policy Takoma Park Charter, Section 907, Retirement System: The Council shall establish 
and maintain a general system of pensions and retirement benefits for the City, and 
shall have the power to do all things necessary to include the City’s officers and 
employees, or any of them, within any retirement system or pension system under the 
terms of which they are admissible, or to pay the employer’s share of the cost of any 
such retirement or pension system out of the general funds of the City. 
 
Takoma Park Code, Ch. 4.24, Police Employees’ Retirement Plan 

Fiscal Impact Reduction in potential liability. 

Attachments Ordinance for Plan Amendment 

Recommendation Accept the Ordinance at first reading. 

Special 
Consideration 
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Introduced by:         First Reading:  
         Second Reading: 
         Effective Date:  
 
 

CITY OF TAKOMA PARK, MARYLAND 
 

ORDINANCE NO. 2014-  
 

AMENDING THE CITY OF TAKOMA PARK 
POLICE EMPLOYEES’ RETIREMENT PLAN 

TO CHANGE THE BENEFIT OPTIONS AVAILABLE TO RETIREES 
 
 
WHEREAS, the City of Takoma Park Police Employees’ Retirement Plan provides that a 

participant may elect to receive his or her benefits in any one of five  forms;  and 
 
WHEREAS,  the Retirement Plan Committee believes that retaining the full cash refund option 

is not in the best interests of Plan participants and beneficiaries; and 
 
WHEREAS,  the Retirement Plan Committee believes that the Plan should offer another option, 

commonly referred to as a pop-up option, which is the actuarial equivalent of the 
life-only option; and 

 
WHEREAS,  the Retirement Plan Committee has recommended an amendment to the City of 

Takoma Park Police Employees’ Retirement Plan to address the changes to the 
optional forms of benefit. 

 
NOW, THEREFORE, BE IT ORDAINED BY THE COUNCIL OF THE CITY OF TAKOMA 
PARK, MARYLAND: 
 
SECTION 1.  Title 4, Personnel, Chapter 4.24, Police Employees’ Retirement Plan, Section 330, 
of the Takoma Park Code (2004 edition) is amended as follows: 
 
4.24.330 Optional forms of benefit. 
 
A participant, subject to the conditions hereinafter set forth, may elect to receive, in lieu of the 
normal monthly form of retirement income described in Section 4.24.220, a benefit, which is its 
actuarial equivalent, payable in any of the following forms and in the form described in Section 
4.24.350: 
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A. Joint and Survivor Option. 
 
1. The joint and survivor option is a monthly income payable during the participant’s lifetime 
and continuing after the participant’s death at the rate of either 50% or 100% (as elected by the 
participant) to his or her beneficiary for the remainder of such beneficiary’s life. 
 
2. If, before the participant’s benefit commencement date (whether before or after the 
participant’s termination date), the participant’s beneficiary dies, the election shall thereupon 
become void. 
 
3. If, after the participant’s benefit commencement date but before the death of the participant, 
the participant’s beneficiary dies, or the participant becomes divorced from the beneficiary, the 
election shall remain effective and the participant shall continue to receive the reduced 
retirement income payable to him or her in accordance with the option. 
 
B. Life Only Option. The life only option, which is the normal form of benefit under the Plan, is 
a monthly income payable during the participant’s lifetime, with no payments to be made after 
the last payment prior to the participant’s death. 
 
C. Lump Sum Option. A participant may elect at any time after his or her termination date and 
before the benefit commencement date for the participant’s retirement benefits to receive a lump 
sum cash payment of the participant’s employee contributions benefit in lieu of all other benefits 
under the Plan and, upon payment of that lump sum cash payment, then, subject to restoration 
provided in Section 4.24.080(D), the entire remaining portion of his or her accrued benefit shall 
be forfeited by the participant. 
 
D. Single Life Annuity—With Refund. The single life annuity with refund option is a monthly 
income payable during the participant’s lifetime, and, as soon as administratively feasible 
following the participant’s death, the participant’s beneficiary will receive a lump sum payment 
of an amount which is the unpaid balance of the present value of the participant’s employee 
contributions benefit or accrued benefit (as elected by the participant). 
 
E.  Pop-up option. 
 
1.  The pop-up option is a monthly income payable during the Participant's lifetime and 
continuing after the Participant's death at either 50% or 100% (as elected by the Participant) of 
the rate to his or her Beneficiary for the remainder of the Beneficiary's life. 
 
2.  If the Participant's Beneficiary dies before the date on which the Participant's benefits have 
commenced (whether before or after his or her termination date), the election shall thereupon 
become void. 
 
3.  If the Participant's Beneficiary dies, or if the Participant becomes divorced from the 
Beneficiary, after the date on which the Participant's benefits have commenced, but before the 
death of the Participant, the election shall likewise become void, and the Participant shall 
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receive, commencing on the 1st day of the month following the Beneficiary's death (or divorce), 
the monthly benefit which the Participant would have received had his or her benefits originally 
been payable as a life only option, as described in Section 24.330C.; and such benefit shall 
thereafter be payable as a life only option. 
 
SECTION 2. The provisions of this Ordinance shall be effective February 1, 2014. 
 
 
Adopted this ___ day of ______________, 2014, by roll-call vote as follows: 
 
Aye:   
Nay:   
Absent:  
Abstain:   
 
 
EXPLANATORY NOTE 
 
Additions to the existing language of the Takoma Park Code are shown by underlining. 
Deletions to the existing language of the Takoma Park Code are shown by strikeout. 
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