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IN THE DISTRICT COURT OF

HARRIS COUNTY, TEXAS

JUDICIAL DISTRICT

PLAINTIFF HOUSTON FIREFIGHTERS’ RELIEF AND RETIREMENT FUND’S
ORIGINAL PETITION FOR DECLARATORY JUDGMENT

Plaintiff Houston Firefighters’ Relief and Retirement Fund (the “Fund”) files this
Original Petition for Declaratory Judgment against Defendants The City of Houston (the “City”)
and the following City officials each sued only in his or her official capacity: Mayor Sylvester
Turner, Finance Department Director Kelly Dowe, City Controller Chris B. Brown, and Council
Members Brenda Stardig, Jerry Davis, Ellen Cohen, Dwight Boykins, Dave Martin, Steve Le,

Greg Travis, Karla Cisneros, Robert Gallegos, Mike Laster, Larry Green, Mike Knox, David

Robinson, Michael Kubosh, Amanda Edwards, and Jack Christie.

Created in 1937, the Fund is a public pension system authorized and governed by the

Texas Constitution and Texas Revised Civil Statutes Art. 6243e.2(1) (hereinafter, “Article

D79C9AT79E7202494: 0001



6243e.2(1)”). The Fund provides retirement, disability, and survivor benefits to eligible City
firefighters.

As further discussed below, Article XVI, Section 67 of the Texas Constitution vests in
the Fund the sole authority and discretion to “select legal counsel and an actuary and adopt sound
actuarial assumptions to be used by the system or program.” Despite this clear constitutional
directive, the Texas Legislature has passed Senate Bill 2190 (“SB 2190”) by a margin in each
house sufficient for it to take effect on July 1, 2017. SB 2190 fixes an initial assumed rate of
return at 7% and purports to grant authority in part to the City and the City’s actuary to
determine other actuarial assumptions, including future assumed rates of return. By doing so, it
directly violates the Texas Constitution’s directive that the adoption of actuarial assumptions is
the sole purview of the Fund. SB 2190 also purports to require the Fund to take actions in
accordance with its unconstitutional scheme even before it becomes effective (assuming that it
does) on July 1, 2017.

I.  DISCOVERY CONTROL PLAN

1. Any discovery in this case should be conducted under Level 3 of Texas Rule of
Civil Procedure 190.3.

Il.  PARTIES

2. Plaintiff Houston Firefighters’ Relief and Retirement Fund is a public pension
system that provides retirement, disability, and survivor benefits to eligible Houston firefighters.
The Fund is located at 4225 Interwood North Parkway, Houston, Texas 77032-3866.

3. Defendant City of Houston is located in Harris County, Texas, and may be served
with process by serving City Secretary Anna Russell, City Hall Annex, 900 Bagby, First Floor,

Houston, Texas 77002.
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4, Defendant Sylvester Turner is Mayor of the City and a resident of Harris County,
Texas. He may be served with process at his place of business, City Hall Annex, 900 Bagby,
First Floor, Houston, Texas 77002.

5. Defendant Kelly Dowe is the City’s Director of the City Finance Department and
a resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

6. Defendant Chris B. Brown is the City’s Controller and a resident of Harris
County, Texas. He may be served with process at his place of business, City Hall Annex, 900
Bagby, First Floor, Houston, Texas 77002.

7. Defendant Brenda Stardig is a City Council Member, Position District A, and a
resident of Harris County, Texas. She may be served with process at her place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

8. Defendant Jerry Davis is a City Council Member, Position District B, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

9. Defendant Ellen Cohen is a City Council Member, Position District C, and a
resident of Harris County, Texas. She may be served with process at her place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

10. Defendant Dwight Boykins is a City Council Member, Position District D, and a
resident of Harris County, Texas. He may be served with process at his place of business, City

Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

D79C9AT79E7202494: 0001



11. Defendant Dave Martin is a City Council Member, Position District E, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

12. Defendant Steve Le is a City Council Member, Position District F, and a resident
of Harris County, Texas. He may be served with process at his place of business, City Hall
Annex, 900 Bagby, First Floor, Houston, Texas 77002.

13. Defendant Greg Travis is a City Council Member, Position District G, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

14, Defendant Karla Cisneros is a City Council Member, Position District H, and a
resident of Harris County, Texas. She may be served with process at her place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

15. Defendant Robert Gallegos is a City Council Member, Position District I, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

16. Defendant Mike Laster is a City Council Member, Position District J, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

17. Defendant Larry Green is a City Council Member, Position District K, and a
resident of Harris County, Texas. He may be served with process at his place of business, City

Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.
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18. Defendant Mike Knox is a City Council Member, Position at Large 1, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

19. Defendant David Robinson is a City Council Member, Position at Large 2, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

20. Defendant Michael Kubosh is a City Council Member, Position at Large 3, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

21. Defendant Amanda Edwards is a City Council Member, Position at Large 4, and a
resident of Harris County, Texas. She may be served with process at her place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

22. Defendant Jack Christie is a City Council Member, Position at Large 5, and a
resident of Harris County, Texas. He may be served with process at his place of business, City
Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002.

111, JURISDICTION AND VENUE

23.  This Court has subject matter jurisdiction over this lawsuit pursuant to Texas
Government Code Sections 24.007, 24.008, and 24.011 as well as Texas Civil Practice and
Remedies Code Sections 37.003 and 65.011.

24.  This Court has personal jurisdiction over Defendants because the City is located
in Harris County, Texas and the remaining Defendants are residents of Harris County, Texas.

Each Defendant is amenable to service of process by a Texas court.
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25. Defendants are not immune from the Fund’s claims, because the Fund is bringing
a Declaratory Judgment Act claim for which immunity from suit and liability are waived.
Furthermore, to the extent that Defendants act in reliance upon SB 2190, their immunity from
suit is waived because any actions will be ultra vires, unauthorized, illegal actions and/or
constitute the failure to perform a ministerial act. The requested relief is also proper because
governmental immunity does not preclude official-capacity suits against government officials
who are violating the Constitution, including the award of prospective remedies for such
violations. See City of El Paso v. Heinrich, 284 S.W.3d 366 (Tex. 2009).

26. Venue is proper in Harris County, Texas because all or a substantial part of the
events or omissions giving rise to the Fund’s claims occurred and are occurring in Harris County.
Additionally, venue is proper in Harris County, Texas because one or more of the Defendants
resided in Harris County, Texas when the cause of action accrued.

IV. STATEMENT OF FACTS

A. HFRRF is a statutorily created pension plan that provides benefits to the City’s
firefighters.

27.  The Fund exists to provide retirement, disability, and survivor benefits to “[e]ach
person who becomes a firefighter” for the City. Art. 6243e.2(1), § 13(a). Article 6243e.2(1)
governs the Fund’s and the City’s rights, duties, and obligations to and for the plan. The Board
of Trustees (the “Board”) manages and administers the Fund. See id. § 2(p).

28.  Article 6243e.2(1) requires each member of the Fund to contribute a set percent of
the member’s salary. Id. 8 13(c). The statute likewise requires the City to make contributions
based on a “contribution rate certified by the board,” which must be at least twice the amount
contributed by Fund members and sufficient to ensure the long-term financial well-being of the

Fund:
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The municipality shall make contributions to the fund once every
two weeks in an amount equal to the product of the contribution
rate certified by the board and the aggregate salaries paid to
members of the fund during the period for which the contribution
is made. The board shall certify the municipality's contribution
rate for each year or portion of a year based on the results of
actuarial valuations made at least every three years. The
municipality's contribution rate shall be composed of the normal
cost plus the level percentage of salary payment required to
amortize the unfunded actuarial liability over a constant period of
30 years computed on the basis of an acceptable actuarial reserve
funding method approved by the board. Notwithstanding any other
provision of this article, the contributions by the municipality,
when added to any contributions with respect to a qualified
governmental excess benefit arrangement maintained in
accordance with Section 14(c) of this article, may not be less than
twice the amount paid into the fund by contributions of the
members.

Id. § 13(d).

29.  While the Fund has been in existence since 1937, Texas voters amended the
Texas Constitution in 1975 to add Article XVI, Section 67 of the Texas Constitution—which,
among other things, expressly authorizes the Texas Legislature to enact general laws establishing
non-statewide pension systems for public employees and officers, such as Article 6243e.2(1).
Tex. Const. art. XVI, 8 67(a)(1). Significantly, Texas Constitution Section 67(f) vests in the
Board the sole authority to “administer the system or program of benefits,” “hold the assets of
the system or program for the exclusive purposes of providing benefits to participants and their
beneficiaries and defraying reasonable expenses of administering the system or program,” and
“select legal counsel and an actuary and adopt sound actuarial assumptions to be used by the
system or program.”! This latter portion—vesting in the Board the authority to “select. .. an

actuary and adopt sound actuarial assumptions to be used by the system or program”—is at issue

! See, e.g., West Orange-Cove Consol. ISD v. Alanis, 107 S.W.3d 558, 563 (Tex. 2003) (“By assigning to the
Legislature a duty, this section both empowers and obligates. It gives to the Legislature the sole authority to set the
policies and fashion the means for providing a public school system.”) (emphasis added).
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here. The current version of Article 6243e.2(1) complies with the constitutional mandate
because it leaves to the Board the exclusive authority to appoint an actuary and determine the
actuarial assumptions to be used by the Fund. Art. 6243e.2(1), § 13(d).

B. The Texas Legislature passes Senate Bill 2190, which is unconstitutional.

30. In 2017, the Texas Legislature passed SB 2190, which, among other things,
substantively changes Article 6243e.2(1). A copy of SB 2190 is attached as Exhibit 1. SB 2190
seeks to alter the Board’s exclusive authority to appoint an actuary and determine actuarial
assumptions in several impermissible ways.

31. First, SB 2190 fixes an initial assumed rate of return at 7%, which could vary
thereafter in accordance with actuarially assessed conditions. (Ex. 1, SB 2190 8§ 1.01(1-e),
1.14(13E), 1.17.) By statutorily fixing this rate, SB 2190 violates the Board’s exclusive
authority to adopt actuarial assumptions under Section 67(f) of the Texas Constitution.

32.  Second, SB 2190 imposes a new procedure that requires the Board to consider,
and compromise with, the City’s actuarial assumption and the City’s actuary in setting the City’s
contribution rate. Generally speaking, SB 2190 requires both the Fund’s and the City’s actuaries
to conduct a “Risk Sharing Valuation Study” (*RSVS”) which is used to set the City’s
contribution rate to the Fund. (Ex. 1, SB 2190 § 1.14(13B, 13C).) SB 2190 sets forth certain
actuarial assumptions that must be applied by the Fund’s and City’s actuaries. With regard to
any assumptions not specifically enumerated, the City’s actuary can adopt its own actuarial
assumptions for the RSVS. (Id. § 1.14(13C) (identifying no limitation on the City’s actuarial
assumptions). The Fund and the City’s actuaries are expected to exchange their respective
RSVSs, and if the difference between the estimated City contribution rate is less than or equal to

two percentage points, the Fund’s RSVS will be considered the final study for that fiscal year
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setting forth the City’s contribution rate. (ld. § 1.14(13B, 13C).) But if the estimated City
contribution rate in the Fund and the City’s RSVSs differ by more than two percentage points,
the Fund’s and the City’s actuaries must then work together to “reconcile the difference[s].”
(Id.) Reconciliation efforts cannot result in a further increase in the variance of the different
calculation unless agreed to by both actuaries, thus further limiting the power of the Board to
refine its assumptions and actuarial methods. (Id.) Finally, if reconciliation cannot be achieved,
the City contribution rate will be established by averaging the Fund’s and City’s calculations.
(1d.)
33. SB 2190 unconstitutionally infringes on the Board’s exclusive authority to “select
. an actuary” and “adopt sound actuarial assumptions” under Section 67(f) of the Texas
Constitution.  As reflected by the above, the City’s contribution rate will ultimately be
determined by actuarial assumptions set by both the Board and the City and their actuaries—not
the Board’s own determinations alone based on its actuary. SB 2190 provides the City equal and
offsetting power to the Board in setting the actuarial assumptions because the City’s independent
determination of assumptions (as calculated by the RSVS prepared by the City’s actuaries) can
account for 50% of the equation under which the City’s contribution rate is calculated.
34, Despite the constitutional infirmities with SB 2190—an issue recognized by the
City prior to the filing of the bill and discussed in hearings in both the House and the Senate—
the Texas Senate and the House of Representatives have voted to pass SB 2190, and the bill is
presently before Governor Greg Abbott for his approval. Unless Governor Abbott vetoes SB
2190, SB 2190 will take effect on July 1, 2017, which coincides with the City’s FY 2018 to
begin July 1, 2017. However, by its very terms, SB 2190 purports to require the Fund and the

City to take various actions even prior to its effective date.
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35. The City has published its preliminary budget for FY 2018.2 Although SB 2190
does not take effect until July 1, 2017, this preliminary budget is based on SB 2190. The City’s
budget for FY 2018 employs SB 2190’s assumed 7% rate of return, which will result in a City
contribution rate of approximately 30% of covered payroll. However, because SB 2190 is
unconstitutional, the City’s FY 2018 budget should instead employ the 7.25% rate of return
certified by the Board under the existing Article 6243e.2(1), which results in a City contribution
rate of 48.5% of covered payroll. The City’s proposed budget indicates that the City plans to
allocate approximately half of the amount that should be contributed under the current statute.
Thus, the Fund had no option but to file this suit.

V. CAUSES OF ACTION

A. Declaratory judgment.

36.  The Fund incorporates by reference each of the foregoing paragraphs as if fully
set forth herein.

37.  An actual controversy has arisen and now exists between the Parties concerning
their respective rights and obligations under Texas law. Pursuant to Texas Civil Practice and
Remedies Code Sections 37.001 et seq., the Fund seeks the following declarations:

a. that SB 2190 is unconstitutional because it impermissibly infringes on the
Board’s exclusive authority to “select ... an actuary” and determine
“sound actuarial assumptions” under Section 67(f) of the Texas
Constitution;

b. that the City must allocate funding in the current and all future proposed

City budgets in accordance with the current rather than the amended

2 See http://www.houstontx.gov/budget/18budprop/index.html (last visited 5/26/2017).
10
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Article 6243e.2(1) which will include, among other things, the Board’s
adopted assumed rate of return, unless and until the Legislature modifies
or supersedes the statute in compliance with the Texas Constitution.
38.  These declarations are necessary to afford relief from uncertainty and insecurity
with respect to the Parties’ respective rights and obligations under Texas law.
39. The Fund respectfully requests expedited consideration of this matter.

B. Permanent injunction.

40.  The Fund incorporates by reference each of the foregoing paragraphs as if fully
set forth herein.

41. Upon information and belief, Defendants intend to adopt a budget and otherwise
proceed in accordance with SB 2190, an unconstitutional statute. Defendants’ conduct
constitutes irreparable harm for which there exists no adequate remedy at law.

42.  The Fund respectfully requests that the Court enter a permanent injunction
enjoining Defendants from taking action pursuant to or in reliance on SB 2190, an
unconstitutional statute.

C. Attorneys’ fees and costs.

43.  The Fund incorporates by reference each of the foregoing paragraphs as if fully
set forth herein.

44, Pursuant to Texas Civil Practice and Remedies Code Section 37.009, the Fund
seeks recovery of its costs of litigation and reasonable attorneys’ fees. Texas courts have
recognized that “by authorizing declaratory judgment actions to construe the legislative
enactments of governmental entities and authorizing awards of attorney fees, the DJA

necessarily waives governmental immunity for such awards.” Tex. Educ. Agency v. Leeper, 893

11
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S.W.2d 432, 446 (Tex. 1994); see also City of Arlington v. Randall, 301 S.W.3d 896, 908 n.7
(Tex. App.—Fort Worth 2009, pet. denied) (request for attorney’s fees from city “under the
Declaratory Judgment Act is not barred by governmental immunity”).

VI. NOTICE

45, Pursuant to Texas Government Code Section 402.010, the Fund is providing
notice of this Original Petition for Declaratory Judgment to the Attorney General of Texas, Ken
Paxton, by sending a copy of these papers to the Office of the Attorney General, 300 W. 15th
Street, Austin, Texas 78701. The Fund further requests that the Court serve any requisite notice
on the Attorney General as needed under Section 402.010.

46.  The Fund is providing notice of this Original Petition for Declaratory Judgment to
the City, by sending a copy of these papers to the City’s registered agent, City Secretary Anna
Russell, City Hall Annex, 900 Bagby, First Floor, Houston, Texas 77002, and to the City
Attorney, Ronald C. Lewis.

VIl. CONCLUSION AND PRAYER

47. For these reasons, the Fund asks that Defendants be cited to appear and answer,

and that the Fund be awarded the following relief:

a. Declaratory judgment as provided above;
b. A permanent injunction as provided above;
C. Attorneys’ fees;
d. Court costs; and
e. Any such other and further relief, at law or in equity, to which the Fund
may be justly entitled.
12
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Respectfully submitted,
SHIPLEY SNELL MONTGOMERY LLP

By: /s/ George T. Shipley
George T. Shipley
State Bar No. 18267100
Amy L. Snell
State Bar No. 24002968
712 Main Street, Suite 1400
Houston, Texas 77002
Telephone: (713) 652-5920
Facsimile: (713) 652-3057
gshipley@shipleysnell.com
asnell@shipleysnell.com

McGINNIS LOCHRIDGE
Michael A. Shaunessy
State Bar No. 18134550
600 Congress Ave., Suite 2100
Austin, Texas 78701
Telephone: (512) 495-6061
Facsimile: (512) 505-6361
MShaunessy@mcginnislaw.com

COUNSEL For PLAINTIFF HOUSTON FIREFIGHTERS’
RELIEF AND RETIREMENT FUND
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5.B. No. 2190

AN ACT
relating to the public retirement systems of certain
municipalities.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:
ARTICLE 1. FIREFIGHTERS' RELIEF AND RETIREMENT FUND
SECTION 1.01. Section 1, Article 6243e.2(l), Revised
Statutes, is amended by amending Subdivisions (l-a), (1-b), (3),
{13-a), (15-a}, (15-b), and (16) and adding Subdivisions (l-c),
{(1-d), (l1-e), (1-f), (1-g), (3-a), (3-b), (3-c), (3-d), (10-a),
(10-b), (11-a}, (12-a), (12-b), (12-c), (12-d), (l2-e), (12-f),
(12_g) r (13_b) r (13—C) r (13_d) r (13_9) r (15_0) ’ (15_d-) r (15_3) r
{(15-f), (l16-a), (le-b), (l6-c), (le-d), (l6-e}, and (le-f) to read
as follows:
{l1-a) MActuarial data"™ includes:
A h n mption 1

disclosure of methods, and financial information that are routinely

used by the fund actuary for the fund's waluation studies or an
rial experien nder ion 13D of thi rticle; an

(B) other data that is reasonably necessary to
implement Sections 13A through 13F of this article. [LAverage

{1-b) "A rial experien " h he meanin
assigned by Section 802.1014, Government Code [YBRereficiary—adolt

1- "amortization riod"” mean h im ri
necessary to fully pay a liability layer.
(1-dY "Amortization rate" means the sum of the
h 1 mortization n for iven fi 1 r for th

current liability lavers divided by the projected pensionable
payroll for that fiscal year.

(l-e) "Assumed rate of return" means the assumed
market rate of return on fund assets, which is seven percent per
nnum unl i rovi hi rticl
(1-f) "Average monthly salary" means, if the member
has participated in the fund for:
{(A) three or more years, the total salarv

received by a member as a firefighter over the member's:

(i) highest 78 biweekly pay periods for a
member hired before the year 2017 effective date, including a
member who was hired before the year 2017 effective date and who
involuntarily separated from service but was retroactively
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reinstated in accordance with an arbitration, civil service, or
court ruling: or

{ii) last 78 biweekly pay periods ending

before the earlier of the date the member terminates employment

with the fire department, divided by 36, or the member began
rtici ion in the DROP iwvi : or

{B) fewer than three vears, the total salarv paid

to the member for the periods the member participated in the fund
iwvi he n r of month he m r h rtici in th

fund.
If a member is not paid on the basis of biweekly pay periods,

"aver monthl lary" i rmin n_th i f the n r of

pay periods under the payroll practices of the municipality
sponscoring the fund that most closely correspond to 78 biweekly pay
periods.,
{1-g) "Beneficiary adult child" means a child of a
member by birth or adoption who:
{(A) dis not an eligible child; and
(B) is designated a beneficiary of a member's
DROP n vali ignation under ion -1
(3) "Code™ means the federal Internal Revenue Code of
1986, as amended.
- "Confidentiali reement" mean 1 r

agreement sent from the municipal actuary or an independent actuary

in which the municipal actuary or the independent actuary, as
1i 1 r mely with th nfidentiali rovigion f

this article.
{3-b}) "Corridor"™ means the range of municipal
ntri ion r h re:
(A) equal to or greater than the minimum
contribution rate; and
B 1 r 1 han the maximum

contribution rate.

{3-c) "Corridor margin™ means five percentage points.

3-d "Corridor midpoint" means the projected
municipal contribution rate specified for each fiscal year for 31

rs in the initial risk sharing wval ion nder ion 1

of this article, and as may be adjusted under Section 13E or 13F of
this article, and in each case rounded te the nearest hundredths
decimal place,

(10-a) "Employer normal cost rate™ means the normal
cost rate minus the member contribution rate.

10- "Estim municipal ntri ion r " mean
the municipal contribution rate estimated in a final risk sharing

valuation study under Section 13B or 13C of this article, as
1i 1 r ir ion 13B f thi rticl

{(11-a) "Fiscal vear,"™ except as provided by Section 1B

of this article, means a fiscal year beginning on July 1 and ending
on June 30,

{12-a) "Funded ratio"™ means the ratio of the fund's
actuarial value of assets divided by the fund's actuarial accrued
liability.

12-b "Legacy liability" means the unfunded

rial r liability:
{(8) for the fiscal year ending June 30, 2016,
reduced to reflect:

i han nefi r ntri ion
under this article that took effect on the vear 2017 effective date;

and
ii n he municipali n
earnings at the assumed rate of return allocated to the legacy

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|
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ligbility from July 1, 2016, to July 1, 2017, excluding July 1,
2017; and

{B) for each subsequent fiscal year:

{i) reduced by the contributions for that
year allocated to the amortization of the legacy liabilitv; and

ii ] h m r £
return.
12-¢ "lLevel percent of payrell method" means the
mortization meth h fin h n f the liabili 1 r

recognized each fiscal vear as a level percent of pensionable
payroll until the amount of the liability layer remaining is
reduced to zero.

{12-d) "Liability gain layver" means a liabilitv laver
that decreases the unfunded actuarial accrued liability.

12- "Liabili 1 r" mean he 1 liabili
established in the initial risk sharing waluation study under
Section 13C of this article and the unanticipated change as
established in each subsequent risk sharing valuation study
prepared under Section 13B of this article.

12-f "lLiabili 1 1 r" mean liabili 1 r
that increases the unfunded actuarial accrued liability, For
purposes of this article, the legacy liability is a liability loss
laver,

12- "Maximum contribution rate" means the rate
equal to the corridor midpoint plus the corridor margin.
{13-a) I'Minimum ntri ion r " mean he r

equal to the corridor midpoint minus the corridor margin [“Neemat:
: u ] = c

[A — — the—age—at—which—themember—attains—20—years

of—geryriae—ae

[4B) — — theage—atwhich the memberfirgt ottains

the—age—ofat—Jeast—S0—ears—and et Jleast—I—rears——of service] .,
(13-b) ™Municipality”™ means a municipality in this
state having a population of more than 2 million.

13-¢ "Municipal contribution rate™ means a percent
of pensicnable payreoll that is the sum of the employer normal cost
r n h mortization r for liabili 1 r X

determined ctherwise under the express provisions of Sections 13E
and 13F of this article.

{(13-d) "Normal cost rate" mean h lary weigh
average of the individual normal cost rates determined for the
current active population plus an allowance for projected

inistrativ xpen Th llowan for proj
administrative expenses equals the administrative expenses divided
by the pensionable payroll for the previous fiscal year, provided
h inigtratiwv llowan m n X 1.2 rcen f th
pensionable payrell for the current fiscal year unless agreed to by
the municipality.

13- "Normal retiremen " _means:

(A) for a member, including a member who was
hired before the year 2017 effective date and who involuntarily
separated from service but has been retroactively reinstated in
accordance with an arbitration, civil service, or court ruling,
hired before the year 2017 effective date, the age at which the
member attains 20 years of service; or

(B) except as provided by Paragraph (A) of this

ivision, for I r hir r rehir n or after th r 2017
effective date, the age at which the sum of the member's age, in

years, and the member's years of participation in the fund equals at

least 70,
{(15-a) IPayoff wvear"™ means the year a liabilitv laver
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is fully amortized under the amortization pericod. A payoff year may
not be extended or accelerated for a period that is less than one
month. [ RRCH e S .y - S = i EHReE -y ;‘ = e S ee - 3
SR—ef—this—artieiar]
{(15-b) TPensionable payroll" means the aggregate
lar f all the firefighter n iw rvi includin 11
firefighters participating in an alternative retirement plan

established under Section 1C of this article, in an applicable

fiscal vyear [tLPROP—ececountl-means—the—Rotronral—account—estabiished

15-¢ "Price inflation assumption” means:

{(A) the most recent headline consumer price index

10— r for lish in the F ral R rve Bank of
Philadelphia Survey of Professicnal Forecasters; or

(B) if the forecast described by Paragraph (A) of

this subdivision is not available, ancther standard as determined
by mutual agreement between the municipality and the beard.

15- "Proj nsionabl roll" mean h
estimated pensionable payroll for the fiscal wvear beginning 12

months after the date of the risk sharing valuation study prepared
nder ion 13B of thi rticl h im f lculation :

A rojecting the prior fiscal vear's
pensionable payreoll forward two years using the current payroll
rowth r mptions; an
(B) adjusting, if necessary, for changes in
population or other known factors, provided those factors would

hav m rigl im n_th lculation rmin h
board.

15-e "PROP" means the post-retirement option plan
nder ion HA of thi riicl

(15-f) ™"PROP account" means the notional account

established to reflect the credits and contributions of a member or
surviving spouse who made a PROP election in accordance with
Section 5A of thisg article before the year 2017 effective date.

{le) "Salary" means wages as defined by Section
3401 (a) of the code, [the—ameunts—inctudeble—in—gress—income—of o

memper] plus any amcunt not includable in gross income under
Section 104 (a) (1), Section 125, Section 132(f}, Section 402 (g} (2)
[402fer{3+—e+=——tt], Section 457 [483He+], or Section 414 (h) (2}

[434y] of the code, except that with respect to amounts earned on
r after th r 2017 eff iv lar xcl vertim

received by a firefighter or the amount by which the salary earned

by a firefighter on the basis of the firefighter's appointed
ition ex h lar f the firefighter's high
rank.

{16-a) "Third guarter line rate"™ means the corridor
mi in 1 2 rcen in

{(16-b) ™"Ultimate entrvy age normal"™ means an actuarial
cost method under which a calculation is made to determine the
average uniform and constant percentage rate of contributions that,
if applied to the compensation of each member during the entire

ri f the m r' ntici ver rvi woul

required to meet the cost of all benefits payable on the member's
behalf based con the benefits provisions for newly hired employvees.
For r f thi finition h rial r liabili
for each member is the difference between the member's present

value of future benefits based on the tier of benefits that apply teo

he m r_an he m r' r nt val f £ re normal
determined using the normal cost rate.
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(16-¢c) "Unfunded actuarial accrued liability"™ means
the difference between the actuarial accrued liability and the
actuarial value of assets. For purposes of this definition:

(A) ™actuarial accrued liability" means the
portion of the actuarial present value of projected benefits

ri ri f m r rvi n th

method used in the risk sharing valuation study prepared under
Section 13B or 13C of this article, as applicable; and

B hid rial val f " mean he val
of fund investments as calculated using the asset smoothing method
used in the risk sharing valuation study prepared under Section 13B

r 1l f thi rticl 1i 1
{16-d) "Unanticipated change" means, with respect to

the unfunded actuarial accrued liability in each subsegquent risk
haring val ion r r nder ion 13B of thi rticl

the difference between:

() the remaining balance of all then-existing
ligbility layers as of the date of the risk sharing waluation study;

and
B h 1 unfun rial r
liability as of the date of the risk sharing wvaluation study.
{(l16-e) "Unused leave pay" means the accrued value of
n leavw im 1 n empl fter ration from

service in accordance with applicable law and agreements.

(16=-f) "Year 2017 effective date" means the date con
which B. N 21 A £ th h Legisl r R lar ion
2017, took effect.

SECTICN 1.02. Article 6243e.2(l), Revised Statutes, is
amended by adding Sections 1A, 1B, 1C, 1D, and 1E to read as

follows:
Sec, 1A. INTERPRETATION OF ARTICIE. This article,
includin iong 2 n -1 f thi rticl n nd m

not be interpreted to:

{1) relieve the municipality, the board, or the fund
of their respective obligations under Sections 13A through 13F of
this article;

2 r r modif he righ f the municipali
the board, or the fund, including any officer or employee of the
municipality, board, or fund, to enforce obligaticns described by

ivision (1 f thi ion;

{(3) relieve the municipality, including any official
or employee of the municipality, from:

A in r dir in r ir
contributions to the fund under Section 13 or 13A of this article or
carrying out the provisions of Sections 13A through 13F of this
article;: or

(B) reducing or modifving the rights of the board

and any officer or employee of the board or fund to enforce

1i ion ri ivision (1 £f thi ion;

{4) relieve the board or fund, including anvy officer
or employee of the board or fund, from any obligation to implement a
benefit change or carry out the provisions of Sections 13A through
13F of this article; or
r r modif he righ f the municipali
and any officer or employee of the municipality to enforce an
obligation described by Subdivision (4) of this section.
1B FISCAL YEAR., If either the fun r th

municipality changes its respective fiscal year, the fund and the
municipality may enter into a written agreement to change the
fi 1 r for r £ thi rticl If the fun n

municipality enter intc an agreement described by this secticon, the
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parties shall, in the agreement, adjust the provisions of Sections

132 through 13F of this article to reflect that change.

Sec. 1C. ALTERNATIVE RETIREMENT PLANS. {a) In this
section, "salary-based benefit plan" means a retirement plan
provided by the fund under this article that provides member

nefi lcul in rdan with formul h i n
maltiple factors, one of which is the member's salary at the time of
the member's retirement.
Notwith ndin n her law, includin ion 1 £

this article, the becard and the municipality may enter into a
written agreement to offer an alternative retirement plan or plans,
includin h lan retiremen lan or plan if h rti
consider it appropriate.

(c) Notwithstanding any other law, including Section 13G of
hi rticl if inning with the final risk sharing val ion
study prepared under Section 13B of this article on or after July 1,
2021, either the funded ratioc of the fund is less than 65 percent as

determined in the final risk sharing valuation study without making
any adjustments under Section 13FE or 13F of this article, or the

fun rati f the fund ig 1 han rcen rmin in

revigsed and restated risk sharing valuation study prepared under

Section 13B(a) (7) of this article, the board and the municipality
hall n r i 1 n 1 r than th h fter

the date the determination is made:
(1) enter into a written agreement to establish a cash
lan retiremen lan th mpli with ion 1D of thi
article; and
{2) require each firefighter first hired by the
municipali n or after th h fter th h h
balance retirement plan is established to participate in the cash
balance retirement plan established under this subsection instead
£ rtici ing in th lary— nefi lan rovi h
firefighter would have otherwise been eligible to participate in
the salary-based benefit plan.
Sec, 1D, REQUIREMENTS FOR CERTATN CASH BALANCE RETIREMENT
PLANS. (a) In this section:
1 n h lan lan rticipant” mean
firefighter who participates in a cash balance retirement plan.
(2) "Cash balance retirement plan™ means a cash

lan retiremen lan lish wri n reemen nder
Section 1C(b) or 1C{c) of this article.
{3) "Interest”™ means the interest credited to a cash
lan lan rticipant's notional n which m nots;
(A) exceed a percentage rate egqual to the cash
balance retirement plan's most recent five fiscal years' smoothed
rate of return: or

(B) be less than zero percent.
{4) "Salary-based benefit plan" has the meaning
ign ion 1 £ thi rticl
(b) The written agreement establishing a cash kalance
retirement plan must:
(1) provide for the administration of the cash balance
retirement plang:
{2) provide for a closed amortization period not to
exceed 20 years from the date an actuarial gain or loss is realized;
{3) provide for the crediting of municipal and cash
lan lan rticipan ntri ion h h lan lan
participant's notional account:
{4) provide for the crediting of interest toc each cash
lan lan rticipant's notional nt;:

{5) include a vesting schedule;
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{6) include benefit options, including options for

cash balance plan participants who separate from service prior to
retirement;

{7) provide for death and disability benefits;

{8) allow a cash balance plan participant who is
eligible to retire under the plan to elect to:
(B) receive a monthly annuity payable for the

life of the cash balance plan participant in an amount actuarially

rmin n th £ th h lan lan rticipant'
retirement based on the cash balance plan participant's accumulated
notional account balance annuitized in accordance with the

rigl mption n rigl meth ligh in the m

recent actuarial experience study conducted under Section 13D of
this article, except that the assumed rate of return applied may not
X he fund' I fr rn in the m r nt risk
sharing valuation study: or

(B) receive a single, partial lump-sum payment

from the cash balance plan participant's accumulated notional
account balance and a monthly annuity payable for life in an amount

rmin in rdan with Paragraph (A £f thi ivision

based on the cash balance plan participant's notional account

balance after receiving the partial lump-sum payment; and
incl n her provigion rmin n r

by:
() the board and the municipality; or
B he fund for I f maintainin h
tax-qualified status of the fund under Section 401 of the code.
{c) Neotwithstanding any other law, including Section 13 of
hi rticl firefighter wh rtici in h lan
retirement plan:
{1) subject to Subsection (d) of this section, is not

ligibl bail r of and m n rtici in the fund!

salary-based benefit plan; and

2 may not accrue years of participation or establish
service credit in the salary-based benefit plan during the period
the firefighter is participating in the cash balance retirement
plan,

d A cash balance plan participant is considered a member
for purposes of Sections 13A through 13H of this article.

A h im h h lan retiremen lan i
implemented, the emplover normal cost rate of the cash balance
retirement plan may not exceed the emplover normal cost rate for the

lary- nefi lan

Sec. 1E. CONFLICT OF LAW. To the extent of a conflict
between this article and any other law, this article prevails.

SECTICN 1.03. Section 2, Article 6243e.2(1l), Revised
Statutes, is amended by amending Subsection (b) and adding
Subsection (t) to read as follows:

(b) The board of trustees of the fund shall be known as the
"(name of municipality) Firefighters' Relief and Retirement Fund
Board of Trustees"™ and the fund shall be known as the " (name of
municipality) Firefighters' Relief and Retirement Fund."™ The board
consists of 10 trustees, including:

{1) the mayor or an appointed representative of the

mayor;
{(2) the director of finance or the director of
finance' ign [£reasurer] of the municipality or, if there is
not a director of finance [+xe&surer], the highest ranking employee
of the municipality, excluding elected officials, with
b min ly financial r nsibiliti rmin h
mayor, or that employvee's designee [seeretgeyr—eleskr—or—othes
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5 & . -
ed =] ;
(3) five firefighters who are members of the fund;
(4) one person who is a retired firefighter and a
member of the fund with at least 20 years of participation; and
{(5) two persons, each of whom is a registered voter of
the municipality, has been a resident of the municipality for at
least one year preceding the date of initial appointment, and is not
a municipal officer or employee.
(t) The cofficers and employees of the municipality are fully
protected and free of liability for any action taken or omission
m r_an ion or omigsion ffer hem in faith
objectively determined, in the performance of their duties related
to the fund. The protection from liability provided by this
ion i mulativ f and in ition n her
constitutional, statutory, or commeon law official or governmental

immunity, defense, and civil or procedural protection provided to
the municipality as a governmental entity and to a municipal

official or employee as an official or employee of a governmental
nti Ex for waiver expr 1 rovi hi rticl
this article does not grant an implied waiver of any immunity.
SECTICN 1.04. Article 6243e.2(l), Revised Statutes, is
amended by adding Sections 2A and 2B to read as follows:
Sec, 2Aa. UALTFICATIONS OF MUNICIPAL ACTUARY, a An
actuary hired by the municipality for purposes of this article must
n ry from rof ional rvi firm who:

{1) is not already engaged by the fund or any cother
pension system authorized under Article 6243g-4, Revised Statutes,
or Chapter 88 (H.B., 1573), Acts of the 77th Legislature, Regular
Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), to
provide actuarial services to the fund or pension system, as
applicable;

{(2) has a minimum of 10 vears of professional

actuarial experience; and
3 igs a fellow of the Society of Actuaries or a member

of the American Academy of Actuaries and who, in carrying out duties
for the municipali h m h 13 le r iremen i
statements of actuarial opinion.

(b) WNotwithstanding Subsection (a) of this section, the
municipal actuary does not need to meet any greater gualifications
than those required by the board for the fund actuary.

Sec. 2B. REPORT ON INVESTMENTS BY INDEPENDENT INVESTMENT

NSULTANT, At 1 n ver hr r h r hall hir
an independent investment consultant to conduct a review of fund
investments and submit a report to the board and the municipality

ncernin he review or monstr in the fund' nnual financial
report that the review was conducted. The independent investment
consultant shall review and report on at least the following:

1 he fund' mplian with i inwv men 13
statement, ethics pelicies, including policies concerning the
acceptance of gifts, and policies concerning insider trading;

(2) the fund's asset allocation, including a review
and discussion of the various risks, objectives, and expected
future cash flows:

(3) the fund's portfolio structure, including the
fund's need for ligquidity, cash income, real return, and inflation

r ion an h iwv iw r index r h for
different portions of the portfolio;

{4) investment manager performance reviews and an

val ion of th r r in _an val man rs;
5 benchmarks used for each asset class and

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

8116



S30/2017

Texas-2017-SB2190-Enrdlled

individual manager;

{(6) an evaluation of fees and trading costs;

{7) an evaluation of any leverage, foreign exchange,
or other hedging transaction; and

{(8) an evaluation of investment-related disclosures
in the fund’ nnual r r

SECTION 1.05. Section 3(d), Article 6243e.2(l), Revised
Statutes, 1s amended to read as follows:

(d) The board may have an actuarial valuation performed each
yvear, and for determining the municipality's contribution rate as
provided by Section 13A [33+4d}] of this article, the becard may adopt
a new actuarial valuation each year [—execept—tbat—ap—aetuariel
yFatuobreon—thot—wiltl—resue—in—ar—inercased—mupieipal—contribution

SECTICN 1.06. Article 6243e.2(l), Revised Statutes, is
amended by adding Section 3A to read as follows:
Sec. 3A. CERTAIN ALTERATIONS BY ILOCAL AGREEMENT.

Ex rovi ion f thi ion h
board is authorized, on behalf of the members or beneficiaries of
the fund, to alter benefit types or amounts, the means of

rminin ntri ion r r th ntri ion r rovi
under this article if the alteration is included in a written
agreement between the board and the municipality. An agreement
nter in nder thi ion:
{1) must:

(A) if the agreement concerns benefit increases,
her than nefit ingr h r he r 1 £ icn 13E of

this article, adhere to the processes and standards set forth in
Section 10 of this article: and
B r r ivel nly; an

{(2) may not, except as provided by Sections 13A
through 13F of this article, have the effect or result of increasing
the unfunded liability of the fund.

(b) In a written agreement entered into between the

municipali n h r nder thi ion h rti m not:

(1) alter Sections 13A through 13F of this article,
except and only to the extent necessary to comply with federal law;

{2) increase th
seven percent per year;

{3) extend the amortization period of a liability
1 r mor han rgs from the fir f the f3i 1 r
beginning 12 months after the date of the risk sharing valuation
study in which the liability layer is first recognized: or

4 llow municipal ntri ion r in an r
that is less than or greater than the municipal contribution rate
required under Section 13E or 13F of this article, as applicable.

If th rd i ir r horiz in ions 13A

through 13F of this article to effect an increase or decrease to
benefits or contributions, this article delegates the authority to
alter provisions concerning benefits and contributions otherwise
stated in this article in accordance with the direction or

authorization only to the extent the alteration is set forth in an

order or other written instrument and is consistent with this

section, the code, and other applicable federal law and
r lation Th rder or her wri n_instrument m
included in each applicable risk sharing valuation study under

Section 13B or 13C of this article, as applicable, adopted by the
r n lish in manner th mak h rder or her

written instrument accessible to the members.

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

9116



S30/2017

Texas-2017-SB2190-Enrdlled

SECTICON 1.07. Section 4, Article 6243e.2(1l), Revised
Statutes, is amended by amending Subsections (a), (b), and (d) and
adding Subsections (b-1) and (b-2) to read as follows:

(a) A member [with—eat—Ieasc—20—yrears—of—partieipatieon] who
terminates active service for any reason other than death is
entitled to receive a service pension provided by this section if
the member was:

{1) hired as a firefighter before the year 2017
£f iv includin m r who w hir for h r
2017 effective date and who inveoluntarily separated from service
but has been retrcactively reinstated in accordance with an
rbitration ivil rvi r rt rulin h which th
member attains 20 years of service; and
{(?2) except as provided by Subdivision (1) of this

ion an i ion =2 £ thi ion, hir

or rehired as a firefighter on or after the vear 2017 effective

date, when the sum of the member's age in years and the member's
years of participation in the fund equals at least 70.

(b) Except as otherwise provided by Subsection (d} of this
ion he monthl rvi nsicn for il r ri :
1 Subsection (a) (1) of this section is egqual to the

sum of:
A he m r' r monthl rvi ngion
based on the member's years of participation before the year 2017
effective date, determined under the law in effect on the date
immedi 1 r in h r 2017 eff iv ;
(B) 2.75 percent of the member's average monthly
salary multiplied by the member's years of participation on or
fter th r 2017 eff iw for h r or rtial r of
participation of the member's first 20 years of participation; and
c two percent of the member's average monthl
lary multipli he m r' r £ rtici ion on or
after the vear 2017 effective date, for each year or partial year of
participation on or after the year 2017 effective date that
occurred after the 20 years of participation described by Paragraph

{(B) of this subdivision; and
2 ion 2 £ thi ion 4 1 h

sum of:
A 2.25 percent of the member's average monthl
lary multipli he m r' r r rtial r £
participation for the member's first 20 years of participation:; and
B two percent of the member's average monthl
lary multipli he m r' r r rtial r il

participation for all years of participation that occurred after
the 20 years of participation described by Paragraph (A) of this
subdivigion,

(b-1) For purpcses of Subsection (b) of this section,
partial years shall be computed to the nearest one-twelfth of a
year,

(b-2) A member's monthly service pension under Subsection

{a) {?) of this section may not exceed 80 percent of the member's
average monthly salary [Amember—whe—terminntes—maetive—seryice—on

Erjo—i = . e 7
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(d) The total monthly benefit payable to a retired or
disabled member, other than a deferred retiree or active member who
has elected the DROP under Section 5(b) of this article, or payable
to an eligible survivor of a deceased member as provided by Section
7(a) or 7{b) of this article, shall be increased by the following
amounts:; by $100, beginning with the monthly payment made for July
19929; by %25, beginning with the monthly payment made for July,
2000; and by $25, beginning with the monthly payment made for July
2001. These additional benefits may not be increased under Section
1l(cy,. (e=1), or {c-2) of this article.

SECTICON 1.08. Section 5, Article 6243e.2(l), Revised
Statutes, is amended by amending Subsections (a), (b)), (c¢), (d),
and (m) and adding Subsections (a-1), (b-1), (b-2), (d4-1), (d-2),
and {(e-1) to read as follows:

(a) A member who is eligible to receive a service pension
under Section 4(a) (1) [4] of this article and who remains in active
service may elect to participate in the deferred retirement option
plan provided by this section. A member who is eligible to receive
2 service pension under Section 4(a) (2) of this article may not

1 reici in th ferr retiremen ion plan
provided by this secticn. On subsequently terminating active
service, a member who elected the DROP may apply for a monthly
service pension under Section 4 of this article, except that the
effective date of the member's election to participate in the DROP
will be considered the member's retirement date for determining the
amount of the member's monthly service pension. The member may also
apply for any DROP benefit provided under this section on
terminating active service. BAn election to participate in the
DROP, once approved by the board, is irrevocable,

{a=1) The monthly benefit of a [#] DROP participant who has
at least 20 vears of participation on the vear 2017 effective date
[parsieipantls—meonthiy benefit—at—retirement] is increased at

retirement by two percent of the amount of the member's original
benefit for every full year of participation in the DROP by the
member for up to 10 vears of participation in the DROP., For a
member's final year of participation, but not beyond the member's
10th year in the DROP, if a full year of participation is not
completed, the member shall receive a prorated increase of 0.166
percent of the member's original benefit for each month of
participation in that year. An increase provided by this
subsection does not apply to benefits payable under Subsection (1)
of this section. An increase under this subsection is applied to
the member's benefit at retirement and is not added to the member's
DROP account. The total increase under this subsection may not
exceed 20 percent for 10 years of participation in the DROP by the
member.

(b) A member may elect to participate in the DROP by
complying with the election process established by the board. The
member's election may be made at any time beginning on the date the
member has completed 20 years of participation in the fund and is
otherwise eligible for a service pension under Section 4 (a) (1) [4]
of this article. [

membertsDROPelections] Beginning on the first day of the month
following the month in which the member makes an election to
participate in the DROP, subject to board approval, and ending on
the vear 2017 effective date [ef—the—memberlo—BRoP—election],
amounts equal to the deductions made from the member’s salary under
Section 13(c) of this article shall be credited to the member's DROP
account. Beginning after the vear 2017 effective date, amounts

equal to the deductions made from the member's salary under Section
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13(c) of this article may not be credited to the member's DROP
account.

(b-1) On or after the year 2017 effective date, an active
[#] member may not participate in the DROP for more than 13 [$8]
years. If a DROP participant remains in active service after the
13th [+8+h] anniversary of the effective date of the member's DROP
election:

(1) [+] subsequent deductions from the member's salary

under Section 13(¢c) of this article, except for unused leave pay,

may not be credited to the member's DROP account; and

{(2) the account shall continue to be credited with

earnings in accordance with Subsection (d) of this section [end—wmay
membertls serviae] .
=2 For m r who i DROP rticipan he fun hall

credit to the member's DROP acceount, in accordance with Section
13(c-1) of this article, the amount of unused leave pay otherwise
payable to the member and received as a contribution to the fund
from the municipality.

(c¢) After a member's DROP election becomes effective, an
amount equal to the monthly service pension the member would have
received under Section 4 of this article [aprg—HSeetieon—tite—ef—th+s
axrtiete], if applicable, had the member terminated active service
on the effective date of the member's DROP election shall be
credited to a DROP account maintained for the member. That monthly
credit to the member's DROP account shall continue until the
earlier of the date the member terminates active service or the 13th
[#8+€k] anniversary of the [effeetive] date of the first credit to
the member's DROP acgount [eleetiern],

(d) A member's DROP account shall be credited with earnings
at an annual rate equal to 65 percent of the compounded average
annual return earned by the fund over the five years preceding, but
not including, the year during which the credit is given.
Notwithstanding the preceding, however, the credit to the member's
DROP account shall be at an annual rate of not less than 2.5 [fiwe]
percent [wer—grenter—thanr—iO—pes=eent], irrespective of actual
earnings.

(d-1) Earnings credited to a member's DROP account under
Subsection (d) of this section [Fhese—earrings] shall be computed
and credited at a time and in a manner determined by the board,
except that earnings shall be credited not less frequently than
once in each 13-month period and shall take into account partial
years of participation in the DROP[+—— I —themember—thas——set

date—ef—the—memberla—bRoP—etectiern] .

(d-2) A member may not roll over accumulated unused sick or

vacation time paid to the member as a lump-sum payment after
rmination of iv rvi in he m r's DROP n

(e-1) In lieu of receiving a lump-sum pavment on termination
from active service, a retired member who has been a DROP
participant or, if termination from active service was due to the
DROP participant's death, the surviving spouse of the DROP
participant may elect to leave the retired member's DROP account
with the fund and receive earnings credited to the DROP account in
the manner described by Subsection (d) of this section.

(m) A DROP participant with a break in service may receive
service credit within DROP for days worked after the regular
expiration of the maximum [peemitted] DROP participation period
prescribed bv this section. The service credit shall be limited to

the number of days in which the participant experienced a break in
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service or the number of days required to constitute 13 [3+8] years
of DROP participation, whichever is smaller. A retired member who
previously participated in the DROP and who returns to active
service is subject to the terms of this section in effect at the
time of the member's return to active service.

SECTION 1.09. Section 5A, Article 6243e.2(l}), Revised
Statutes, is amended by adding Subsection (¢) to read as follows:

(0) Neotwithstanding any other provision of this article, on

r after th r 2017 eff iv :
(1) a PROP participant mav not have anv additional
amounts that the participant would otherwise receive as a monthly
rvi nsion or her nefi nder thi rticl redi
the participant's PROP account; and
(?2) a person, including a member or surviving spouse,
may not elect to participate in the PROP,

SECTICN 1.10. Section 8, Article 6243e.2(l), Revised
Statutes, is amended to read as follows:

Sec. 8. DEFERRED PENSION AT AGE 50; REFUND OF
CONTRIBUTIONS. (a) On or after the year 2017 effective date, a [#]
member who is hir firefighter for h r 2017
date, including a member who was hired before the year 2017
effective date and who involuntarily separated from service but has

n retr ively rein in rdan with an arbitration
civil servigce, or court ruling, terminates active service for any
reason other than death with at least 10 years of participation, but
less than 20 years of participation, is entitled to a monthly
deferred pension benefit, beginning at age 50, in an amount equal to
1.7 percent of the member's average monthly salary multiplied by
the amount of the member's years of participation.

(b) In lieu of the deferred pension benefit provided under
Subsection (a) of this section, a member who terminates active
service for any reason other than death with at least 10 years of
participation, but less than 20 years of participation, may elect
to receive a lump-sum refund of the member's contributions to the
fund with interest computed at five percent, not compounded, for
the member's contributions to the fund made before the vear 2017

ff iv nd with inter for the m r' ntri ion
to the fund made on or after the year 2017 effective date. A
member's election to receive a refund of contributions must ke made
on a form approved by the board. The member's refund shall be paid
as soon as administratively practicable after the member's election
is received.

(c) Ex rovi ign £ thi ion
[Z2] member who is hired or rehired as a firefighter on or after the
year 2017 effective date or a member who terminates employment for
any reason other than death before the member has completed 10 years
of participation is entitled only to a refund of the member's
contributions without interest and is not entitled to a deferred
pension benefit under this section or to any other benefit under
this article. The member's refund shall be paid as soon as
administratively practicable after the effective date of the
member's termination of active service.

SECTICN 1.11. Section 11, Article 6243e.2(l), Revised
Statutes, is amended by amending Subsection {c¢) and adding
Subsections (c-1), {c-2), (c-3), and (c-4) to read as follows:

(c) Subject to Subsecticn (c-3) of this section and except
as provided by Subsection (c-4) of this s ion inning with th
fiscal year ending June 30, 2021, the [#®e] benefits, including
survivor benefits, pavable based on the service of a member who has

rmin iwv rvi nd who is or would have been at least 353
[48] yvears old, received or is receiving an on-duty disability
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pension under Section 6(c) of this article, or died under the
conditions described by Section 7(c) of this article, shall be
increased [by—three—pereent] in October of each year by a percentage
rate equal to the most recent five fiscal years' smoothed return, as

determined by the fund actuarv, minus 475 basis points [epd—if—the

(c-1) Subject to Subsection (c-3) of this section and except
rovi ion -4 £f thi ion, for the fund"
fiscal vears ending June 30, 2018, and June 30, 2019, the benefits,
including surviveor benefits, payable based on the service of a
m r who i r would hav n 1 i r 1 nd wh
received or is receiving a service pension under Section 4 of this
article, received or is receiving an on-duty disability pension
nder ion £ thi rticl r di nder th ndition
described by Section 7{c) of this article, shall be adjusted in

October of each applicable fiscal year by a percentage rate equal to
the most recent five fiscal vyears' smoothed return, as determined

by the fund actuary, minus 500 basis points.
=2 i ion = f thi ion an X
as provided by Subsection (c-4) of this section, for the fund's
fiscal year ending June 30, 2020, members described by Subsection
=1 f thi icon sghall r iv he incr rovi nder
Subsection (c) of this section,
(c-3) The percentage rate prescribed by Subsections {(c),
=1 n =2 £ thi ion m n 1 han zer rcen
or more than four percent, irrespective of the return rate of the
fund's investment portfolio.
(c—4) Fach vear after the year 2017 effective date, a member

who elects to participate in the DROP under Section 5 of this

article may not receive the increase provided under Subsection {c},

{c-1}), or (¢c-2) of this s ion in an I ring which th
member participates in the DROP.

SECTION 1.12. The heading to Section 13, Article
6243e.2(l), Revised Statutes, is amended to read as follows:

Sec. 13. MEMBERSHIP AND MEMBER CONTRIBUTIONS.

SECTICON 1.13. Section 13, Article 6243e.2(1l}), Revised
Statutes, is amended by amending Subsection (¢} and adding
Subsections (c—-1) and (c-2) to read as follows:

(c) j i men horiz ion 13F or 13F
of this article, each [Esek] member in active service shall make
contributions to the fund in an amount equal to 10.5 [8=3%] percent
of the member's salary at the time of the contribution|[—eandas—ef

=1 In ition h ntri ion under ion
of this section, each DRCP participant, as identified by the fund to
the municipality for purposes of this subsection, shall contribute
he fun IL_amoun 1 1 rcen £ th rticipant’
unused leave pay that would otherwise be pavable to the member. The

fund shall credit any unused leave pay amount contributed by a DRCP
participant to the participant's DROP account.

(c-2) The governing body of the municipality shall deduct
from th lar £ h m r th ntri ion r ir hi
section [the—eontribuiions—frem—the—menberls—aantery] and shall
forward the contributions to the fund as soon as practicable.

SECTICN 1,14, Article 6243e.2(l), Revised Statutes, is
amended by adding Sections 13a, 13B, 13C, 13D, 13E, 13F, 13G, and
13H to read as follows:

132 ICTPAT NTRIBUTTION Beginning with th

year 2017 effective date, the municipality shall make contributions
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to the fund as provided bv this section and Section 13B, 13C, 13E,

or 13F of this article, as applicable. The municipality shall
contribute:

(1) beginning with the year 2017 effective date and
ending with the fiscal vear ending June 30, 2018, an amount egqual to
he municipal ntri ion r rmin in the initial rigk
sharing valuation study conducted under Section 13C of this article

and adjusted under Section 13F or 13F of this article, as
1i 1 multipli h nsionabl roll for the fi 1

year; and

{?2) for each fiscal year after the fiscal year ending
n 201 In_amoun 1 he municipal ntri ion r
as determined in a subsequent risk sharing valuation study
conducted under Section 13B of this article and adjusted under
ion 13E or 13F of thi rticl 1i 1 multipli h
pensionable payrell for the applicable fiscal vear.

(b) Except by written agreement between the municipality
and the board providing for an earlier contribution date, at least
biweekly, the municipality shall make the contributions required by

ion f thi ion iting with the fun n n
equal to the municipal contribution rate multiplied by the

pensionable payrecll for the applicable biweekly period.
With r h fi 1 r:

1 the first contribution by the municipality under
this section for the fiscal year shall be made not later than the
nt is m firefighters for their fir full biweekl
pay period beginning on or after the first day of the fiscal year;
and

2 he final ntri ion he municipali nder
this section for the fiscal year shall be made not later than the
date pavment is made to firefighters for the final biweekly pay

ri f the fi 1 r
(d) Tn addition to the amounts required under this section,
the municipality mav at anv time contribute additional amcunts for

deposit in the fund by entering into a written agreement with the
board.

Notwith ndin n her law he municipali m n
issue a pension cbligation bond to fund the municipal contribution
rate under this section.

13B RISK SHARTNG VAIUATION STUDIE The fun

and the municipality shall separately cause their respective
actuaries to prepare a risk sharing valuation study in accordance
with thi ion an rial ndar f pr i A risk
sharing valuation study must:

(1) be dated as of the first day of the fiscal year in
which th is r ir r red:

{(2) be included in the fund's standard wvaluaticon study
prepared annually for the fund;

lcul h nfun riagl I

liability of the fund:

{4) be based on actuarial data provided by the fund

actuary or, if actuarial data is not provided, on estimates of
actuarial data;

im he municipal ntri ion r kin
into account any adjustments required under Section 13E or 13F of
this article for all applicable prior fiscal vyears:

] ion £f thi ion
based on the following assumptions and methods that are consistent

with actuarial standards of practice:
A n ultim ntr normal rial

method;
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{B) for purposes of determining the actuarial

value of assets:

{i) except as provided by Subparagraph (ii}

of this paragraph and Section 13E(c) (1) or 13F(c) (2} of this
article, an asset smoothing method recognizing actuarial losses and
gains over a five-year peri 1i r ivel innin

the year 2017 effective date; and

(ii) for the initial risk sharing wvaluation

r r nder ion 1 £ thi rticl

marked-to-market method applied as of June 30, 2016;

{C) closed layered amortization of liability
1 r nsur h h mortization ri for h 1 r in
12 months after the date of the risk sharing valuation study in
which the liability layer is first recognized;

D h liabili 1 r i ign n
amortization period;

(E) each liability loss layer amortized over a

period of 30 years from the first day of the fiscal year beginning
12 months after the date of the risk sharing valuation study in

which the liabili 1 1 r is fir r niz X h h
legacy liability must be amortized from July 1, 2016, for a 30-year

period beginning July 1, 2017;
F h mortization ri for h liabili

gain layer being:
(i) equal to the remaining amortization

ri n the lar remaining liabili 1 1 r an h w
layers must be treated as one laver such that if the pavyoff vear of

the liability loss laver is accelerated or extended, the payoff
r of the liagbili in 1 r i 1 ler r exten :

{(ii) if there is no liability loss laver,

I

period of 30 years from the first day of the fiscal vear beginning
12 month fter th f the risk sharing val ion in
which the liability gain layer is first recognized;
(G) liability layers, including the legacy
liability, funded according to the level percent of payroll method;
(H) the assumed rate of return, subject to
i men nder ion 13FE 2 f thi rticl r, if ion
13C of this article applies, adjustment in accordance with a

written agreement, except the assumed rate of return may not exceed
ven rcen r _annum;

{I) the price inflation assumption as of the most

recent actuarial experience study, which may be reset by the board
1 r min i in n th rial experien
study;

{J) projected salary increases and pavroll
growth rate get in congultation with the municipalitv's finance
director; and

(K) pavroll for purposes of determining the

rridor mi in nd municipal ntri ion r m rod
using the annual payroll growth rate assumption, which for purposes

of preparing any amortization schedule may not exceed three
percent; and

{7) be revised and restated, if appropriate, not later

than
{A) the date required by a written agreement

entered into between the municipality and the board; or
B h h fter th r ir ion

is taken by the board under Section 13E or 13F of this article to

reflect any changes required by either section.
A n r i 1 fter th n f fi 1 r

the fund actuary at the direction of the fund and the municipal
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actuary at the direction of the municipality shall separately
prepare a proposed risk sharing valuation study based on the fiscal
year that just ended.

(c) Not later than September 30 following the end of the
fiscal vear, the fund shall provide to the municipal actuary, under
nfidentiali reement in which the municipal r r
to comply with the confidentiality provisions of Section 17 of this
article, the actuarial data described by Subsection (a})(4) of this

section,
{d) Not later than the 150th day after the last day of the
fiscal year:

1 he fun r h ir ion of the fun

shall provide the proposed risk sharing valuation study prepared by
the fund actuary under Subsection (b) of this section to the
municipal ry: an
{(2) the municipal actuary, at the direction of the

municipality, shall provide the proposed risk sharing valuation
study prepared by the municipal actuary under Subsection (b) of
this section to the fund actuary.

FEach r ri ion f thi ion
may provide copies of the proposed risk sharing valuation studies

to the municipality or to the fund, as appropriate.
f If fter exchangin r risk sharing val ion

studies under Subsection {d) of thigs section, it is found that the
difference between the estimated municipal contribution rate

r mmen in th r risk sharing wval ion r r
by the fund actuary and the estimated municipal contribution rate

recommended in the proposed risk sharing valuation study prepared
he munigipal ry_for th rr nding fi 1 r is:

{1) less than or equal to two percentage points, the

estimated municipal contribution rate recommended by the fund
ry will h im municipal ntri ion r for

purposes of Subsection {(a) (5) of this section, and the proposed
risk sharing valuation study prepared for the fund is considered to
be the final risk sharing valuation study for the fiscal year for
the purposes of this articler or

2 r r than tw rcen in he municipal
actuary and the fund actuary shall have 20 business days to
reconcile the difference, provided that, without the mutual

reemen f h ri h ifferen in th im

manicipal contribution rate recommended by the municipal actuary

and the estimated municipal contribution rate recommended by the
fun ry m n further incr n

(A) if, as a result of reconciliation efforts
under this subdivision, the difference is reduced to less than or
1 W rcen ints:
(i) subject to any adjustments under
Section 13E or 13F of this article, as applicable, the estimated
municipal ntri ion r r nder the r nciliation
the fund actuary will be the estimated municipal contribution rate
for purposes of Subsection (a) (5) of this section; and
{(ii) the fund's risk sharing valuation
study is considered to be the final risk sharing valuation study for
the fiscal year for the purposes of this article; or
(B) if, after 20 business days, the fund actuary
and the municipal actuary are not able to reach a reconciliation
h r h ifferen n_amount 1 han or 1 W
percentage points, subject to any adjustments under Section 13E or
13F of this article, as applicable:
i he municipal r h ir ion
of the municipality and the fund actuary at the direction of the
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fund each shall deliver to the finance director of the municipality

and the executive director of the fund a final risk sharing
valuation study with any agreed-to changes, marked as the final
risk sharing valuation study for each actuary; and
(ii) not later than the 90th dav before the

fir f the next fi 1 r he finan ir r an h
executive director shall execute a joint addendum to the final risk
sharing wvaluation study received under Subparagraph (i} of this

ragraph th i r f the final risk sharing val ion
for the fiscal year for all purposes and reflects the arithmetic
average of the estimated municipal contribution rates for the
fi 1 r he municipal r n he fun ry in
the final risk sharing valuation study for purposes of Subsecticon
{a) {5) of this section.

Th mption nd meth n h £
actuarial data and financial information used to prepare the
initial risk sharing valuation study under Section 13C of this
article shall be used to prepare each subsequent risk sharing

valuation study under this section, unless changed based on the

rial experien n nder ion 13D of thi
article,
(h) The actuarial data provided under Subsection (a) (4) of
hi ion m n incl he identifving information of

individual members,

Sec. 13C. INITIAT, RISK SHARTING VALUATION STUDIES: CORRIDOR
MIDPOINT The fun n he municipali hall r 1
cause their respective actuaries to prepare an initial risk sharing
valuation study that is dated as of July 1, 2016, in accordance with
hi ion An initial risk sharing val ion m

(1) except as otherwise provided by this section, be
prepared in accordance with Section 13B of this article and, for
r £ ion 13B 4 £f thi rticl n

actuarial data as of June 30, 2016, or, if actuarial data is not

provided, on estimates of actuarial data:; and

2 roject the corridor midpcint for 31 fiscal years
beginning with the fiscal year beginning July 1, 2017.
If the initial risk sharing wval ion h n n

prepared consistent with this section before the year 2017
effective date, as soon as practicable after the year 2017
ff iv :

(1) the fund shall provide to the municipal actuary,

under a confidentiality agreement, the necessary actuarial data
he fun r r r h r initial risk

sharing valuation study; and

{(2) not later than the 30th day after the date the
municipal ry r iw h rial :

(A) the municipal actuary, at the direction of
the municipality, shall provide a proposed initial risk sharing
val ion he fun ry; an

(B) the fund actuary, at the direction of the
fund, shall provide a proposed initial risk sharing waluation study
to the municipal actuary.

(c) TIf, after exchanging propesed initial risk sharing

val ion i nder ion 2 f thi ion, it i

determined that the difference between the estimated municipal

contribution rate for any fiscal vear recommended in the proposed
initial risk sharing val ion r T he fun r

and the estimated municipal contribution rate for any fiscal year

recommended in the proposed initial risk sharing wvaluation study
b r he municipal ry i

{1) less than or equal to two percentage points, the
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estimated municipal contribution rate for that fiscal year

recommended by the fund actuary will be the estimated municipal
contribution rate for purposes of Section 13B(a) (5) of this

article; or

{(2) greater than two percentage points, the municipal
r n he fun r hall have 2 in

reconcile the difference and:
(A) if, as a result of reconciliation efforts
nder thi ivigion h ifferen in any fi 1 r i
reduced to less than or equal to two percentage points, the
estimated municipal contribution rate recommended by the fund
ry for th fi 1 r will h im municipal

contribution rate for purposes of Section 13B(a) (5) of this

article; or

B if fter 2 in he municipal

actuary and the fund actuary are not able to reach a reconciliation
that reduces the difference to an amount less than or equal to two
percentage points for any fiscal year:
(i) the municipal actuary at the direction
f the municipali n he fun r h ir ion of th
fund each shall deliver to the finance director of the municipality
and the executive director of the fund a final initial risk sharing
val ion with an r - han mark he final
initial risk sharing valuation study for each actuary; and
{(ii) the finance director and the executive
ir r shall ex join n he final initial risk
sharing valuation study that is a part of each final initial risk

sharing wvaluation study for all purposes and that reflects the
rithmeti ver £ th im municipal ntri ion r for

each fiscal year in which the difference was greater than two
percentage points for purposes of Section 13B({a) (5) of this
article,
d In preparing the initial risk sharing valuation stud
the municipal actuary and fund actuary shall:
1 adjust the actuarial value of assets to be equal to
the market value of assets as of July 1, 2016; and
2 nefi n ntri ion chan nder thi
article as of the vear 2017 effective date.
(e} If the municipal actuarv does not prepare an initial

risk sharing val ion for r £f thi ion he fun
actuary's initial risk sharing valuation study will be used as the
final risk sharing valuation study for purposes of this article

nl he municipali id n r r r initial risk
sharing valuation study because the fund actuary did not provide
the necessary actuarial data in a timely manner. If the
municipali idn r r r indtial risk gharin
valuation study because the fund actuary did not provide the
necessary actuarial data in a timely manner, the municipal actuary

hall hav r r h r initial risk sharin
valuation study on receipt of the necessary information.
f If the fund actuary does not prepare a proposed initial

risk sharing valuation study for purpcses of this section, the
proposed initial risk sharing valuation study prepared by the
municipal ry will he final risk sharing wval ion

for purposes of this article.

{(gq) The municipality and the board may agree on a written

ransition plan for r in h rridor mi in
(1) if at any time the funded ratio is egual to or

greater than 100 percent: or
2 for any fi 1 r after th f£ff r of th

legacy liability.
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(h) Tf the municipality and the board have not entered into
an agreement described by Subsection (g) of this section in a given
fiscal year, the corridor midpoint will be the corridor midpeint
determined for the 31st fiscal year in the initial risk sharing

valuation study prepared in accordance with this section.
i If the munigcipali mak ntri ion he fun f

at least %5 million more than the amount that would be required by
Section 13A(a) of this article, a liability gain layer with the same
remainin mortization ri he 1 liabili i I
and the corridor midpoint shall be decreased by the amortized
amount in each fiscal year covered by the liability gain layer
r ivi h rod nsionabl roll

Sec. 13D. ACTUARIAL EXPERIENCE STUDIES. (a) At least once
every four years, the fund actuary at the direction of the fund
hall n n rial experien in rdan with
actuarial standards of practice. The actuarial experience study

required by this subsection must be completed not later than
September 30 of the year in which the study is required to be

conducted.

Ex herwi Xpr 1 rovi ion
13B(a) (6Y (AY—(T) of this article, actuarial assumptions and
methods used in the preparation of a risk sharing valuation study,

her than the initial rigk sharing val ion hall
on the results of the most recent actuarial experience study.
(c) Not later than the 180th day before the date the board

m ngider in n mption nd meth for r £
Section 13B of this article, the fund shall provide the municipal
actuary with a substantially final draft of the fund's actuarial
Xperien including:

(1) all assumptions and methods recommended by the
fund actuary: and

2 mmari f the r ngil rial in

creation of the actuarial experience study.

d Not later than the 60th day after the date the
municipality receives the final draft of the fund's actuarial
experience study under Subsection {c) of this section, the
municipal r nd fun r hall nfer an r n
reconciling and producing a final actuarial experience study.
During the period prescribed by this subsection, the fund actuary

m modif he r mmen mptions in th raf rial
experience study to reflect any changes to assumptions and methods
to which the fund actuary and the municipal actuary agree.

A he municipal ry's wri nr he fun
shall provide additional actuarial data used by the fund actuary to
prepare the draft actuarial experience study, provided that

nfidential m nl rovi i nfidentiali
agreement in which the municipal actuary agrees to comply with the
confidentiality provisions of Section 17 of this article.

£ The municipal r h ir ion of th
municipality shall provide in writing to the fund actuary and the

fund:
(1) any assumptions and methods recommended by the

municipal actuarv that differ from the assumptions and methods
r mmen he fun ry: an

(2) the municipal actuary's rationale for each method
or assumption the actuary recommends and determines to be
ngi nt with ndar he A rial ndar Boar
(g) Not later than the 30th day after the date the fund
actuary receives the municipal actuary's written recommended
mption nd meth nd rational nder ion (f £f thi

section, the fund shall provide a written response to the
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municipality identifying any assumption or method recommended by
the municipal actuary that the fund does not accept. If any
assumption or method is not accepted, the fund shall recommend to
the municipality the names of three independent actuaries for
purposes of this section.

(h) An actuary may only be recommended, selected, or engaged

by the fund as an independent actuary under this section if the
person:

1 is n 1r n he municipali h
fund, or any other pension system authorized under Article 6243g-4,
Revised Statutes, or Chapter 88 (H.B. 1573), Acts of the 77th
Legigl r R lar ion, 2001 {(Articl 243h, Vernon's Tex
Civil Statutes), to provide actuarial services to the municipality,

the fund, or another pension system referenced in this subdivision;
2 i m r of the American A 1m £ A ries;

and
{(3) has at least five vears of experience as an actuary

working with one or more public retirement systems with assets in
excess of $1 billion.

i N 1 r than the 20th fter th h
municipality receives the list of three independent actuaries under
Subsection (g) of this section, the municipality shall identify and

he fun hall hir n f the 13 in nden ri n rm
acceptable to the municipality and the fund to perform a scope of

work acceptable to the municipality and the fund. The municipality
n he fun h shall rcen f th f th

independent actuary engaged under this subsection. The
municipality shall be provided the opportunity to participate in
n mmuni ion ween the in nden r n he fun
concerning the engagement, engagement terms, or performance of the
terms of the engagement.
] The in nden r n nder ion (i f

this section shall receive on reguest from the municipality or the
fund:

(1) the fund's draft actuarial experience study,
including all assumptions and methods recommended by the fund
actuarvy;

(2) summaries of the reconciled actuarial data used to
prepare the draft actuarial experience study:

he municipal ry' ific r mmen
assumptions and methods together with the municipal actuary's
written rationale for each recommendationg:

4 he fun ry's wri n rationale for i
recommendations; and

{(5) if regquested by the independent actuary and

nfidentiali reement in which the in nden
actuary agrees to comply with the confidentiality provisions of
Section 17 of this article, additional confidential actuarial data.
k N 1 r than th h fter th h

independent actuary receives all the requested information under
Subsection (j) of this section, the independent actuary shall
advise the fund and the municipality whether it agrees with the
assumption or method recommended by the municipal actuary or the

rr nding meth r mption r mmen he fun r
together with the independent actuary's ratiomale for making the
determination. During the period prescribed by this subsection,

he in nden ry m i r mmen ions in

simultaneous consultation with the fund actuary and the municipal
actuary.
1 The fun n he municipali m n k an

information from any prospective independent actuary about
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possible outcomes of the independent actuary's review.

(m) TIf an independent actuary has guestions or concerns
regarding an engagement entered into under this section, the
independent actuary shall simultaneously consult with both the
municipal actuarv and the fund actuary regarding the guestions or

ncern Thi ion n limi he fund' horization
to take appropriate steps to complete the engagement of the
independent actuary on terms acceptable to both the fund and the
municipali r nter in nfidentiali reement with th
independent actuary, if needed.

(ny Tf the board does not adopt an assumption or method
r mmen he municipal r which the in nden
actuary agrees, or recommended by the fund actuary, the municipal
actuary is authorized to use that recommended assumpticon or method
in nn ion with pr ration of nt risk sharin
valuation study under Section 13B of this article until the next

actuarial experience study is conducted.
Sec. 13F. MUNTCIPAL CONTRIBUTION RATE WHEN ESTIMATED

MUNICIPAL CONTRIBUTION RATE LOWER THAN CORRIDOR MIDPOINT:
AUTHORTIZATION FOR CERTAIN AD TMENT Thi icn vern

the determination of the municipal contribution rate applicable in
a fiscal year if the estimated municipal contribution rate is lower

han th rridor mi in
(by Tf the funded ratio is:
(1) less than 90 percent, the municipal contribution

r for the f3i 1 r 1 h rridor mi int; or
{(2) equal to or greater than 90 percent and the
municipal contribution rate is:
A 1 r gr r than the minimum
contribution rate, the estimated municipal contribution rate is the

municipal contribution rate for the fiscal vear; or
B X rovi ion f thi

section, less than the minimum contribution rate for the
corresponding fiscal year, the municipal contribution rate for the
fiscal year equals the minimum contribution rate achieved in
accordance with Subsection (c) of this section.

For r £ ion 2) (B f thi ion
the following adjustments shall be applied sequentially to the

extent required to increase the estimated municipal contribution
r 1l the minimum ntri ion r :

(1) first, adjust the actuarial value of assets equal

to the current market wvalue of assets, if making the adjustment
he municipal ntri ion r incr H

{(2) second, under a written agreement between the

municipality and the board entered into not later than April 30
for he fir f the next fi 1 r, r h m

rate of return:

{3) third, under a written agreement between the
municipali n h r nter in n 1 r than April
before the first day of the next fiscal year, prospectively restore
all or part of any benefit reductions or reduce increased employee
contributions, in each case made after the year 2017 effective
date; and

{4) fourth, accelerate the payoff year of the existing

ligbility loss lavers, including the legacy liability, by
accelerating the oldest liability loss lavers first, to an
mortization ri h ig n 1 han 1 rs from the fir
day of the fiscal year beginning 12 months after the date of the
risk sharing valuation study in which the liability loss laver is
fir r niz

(d) If the funded ratioc is:
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{1) equal to or greater than 100 percent:

(A) all existing liability lavers, including the
legacy liability, are considered fully amortized and paid;
(B) the applicable fiscal year is the payoff year
for the legacy liability: and
for h fi 1 r n he fi 1
year described by Paragraph (B) of this subdivision, the corridor
midpoint shall be determined as provided by Section 13C{g} of this
article; and
{2) greater than 100 percent in a written agreement

between the municipality and the fund, the fund may reduce member
ntri ion r ingr ngion nefi if r 1 f th

action:

{A) the funded ratio is not less than 100
rcent; an
(B) the municipal contribution rate is not more
than the minimum contribution rate.
(e) FExcept as provided by Subsection (f) of this section, if
an agreement under Subsection (d) of this section is not reached on
r fore April for he fir f the next fi 1 r
before the first day of the next fiscal year the board shall reduce

member contributions and implement or increase cost-of-living
j men nl h xten h he municipal ntri ion

rate is set at or below the minimum contribution rate and the funded
ratio is not less than 100 percent.
£ If anv m r ntri ion r ion or nefi
increase under Subsection (e) of this section has occurred within
the previous three fiscal years, the board mav not make additional
] men nefi n he munigcipal ntri ion r m
be set to equal the minimum contribution rate.

Sec. 13F. MUNICIPAL CONTRIBUTION RATE WHEN ESTIMATED
MUNICIPAT NTRIBUTION RATE EQUAT, T R GREATER THAN RRIDOR
MIDPOINT; AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a} This
section governs the determination of the municipal contribution
rate in a fiscal year when the estimated municipal contribution
rate is equal to or greater than the corridor midpoint.

If th im municipal ntri ion r is:

(1) less than or equal to the maximum contribution
rate for the corresponding fiscal year, the estimated municipal

ntri ion r i he municipal ntri ion r : or

(2) except as provided by Subsection (d) or (e} of this
section, greater than the maximum contribution rate for the

rr nding fi 1 r he municipal ntri ion r 1
the corridor midpoint achieved in accordance with Subsection (c) of
this section.

For r £ ion 2 f thi ion h
following adjustments shall be applied sequentially to the extent
required to decrease the estimated municipal contribution rate to

1l th rridor mi int:

(1) first, if the pavoff vear of the legacy liability
was accelerated under Section 13E(c) of this article, extend the
payoff vear of existing liability loss layers, by extending the
most recent loss lavers first, to a pavoff vear not later than 30

rs from the fir f the fi 1 r inning 12 month
after the date of the risk sharing valuation study in which the
liability loss laver is first recognized; and

2 n i h rial val £
the current market value of assets, if making the adjustment causes
the municipal contribution rate to decrease.

If the municipal ntri ion r fter ] men

under Subsection (c) of this section is greater than the third
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gquarter line rate:

{1) the municipal contribution rate equals the third
guarter line rate; and

(2) to the extent necessary to comply with Subdivision
(1) of this subsection, the municipality and the board shall enter
in wri n reemen incr m r ntri icn nd mak:
other benefit or plan changes not otherwise prohibited by
applicable federal law or regulations.

If an reemen nder ion 2 £ thi ion
is not reached on or before April 30 before the first day of the next
fiscal year, before the start of the next fiscal year to which the
municipal ntri ion r woul 1 h r h xten
necessary to set the municipal contribution rate equal to the third
guarter line rate, shall:

1 incr m r ntri ion n I
cost-of-living adjustments;

{2) increase the normal retirement age; or

{(3) take any combination of actions authorized under
Subdivisions (1) and (2) of this subsection.

f If the municipal ntri ion r remain r r than

the corridor midpoint in the third fiscal vear after adjustments
are made in accordance with Subsection (d) (2) of this section., in

h fi 1 r the municipal ntri ion r 1 h
corridor midpeint achieved in accordance with Subsecticn of
this section.

The municipal ntri ion r m h

corridor midpeint under Subsection (f) of this section by:

{1) in the risk sharing valuation study for the third
fi 1 r ri ion (f £f thi ion i in
the actuarial value of assets to equal the current market value of
assets, if making the adjustment causes the municipal contribution
r I ; an

(2) under a written agreement entered intoc between the
municipality and the board:

A increasing member contributions; and
(B) making any other benefit or plan changes not
herwi rohibi 13 le ral law or r lation
h If an agreement under Subsection 2) of this section
is not reached on or before April 30 before the first day of the next
£fi 1 r for h r f the next fi 1 r h r
the extent necessary to set the municipal contribution rate equal
to the corridor midpoint, shall:

1 incr m r ntri ion n r
cost-of-living adjustments;

{(2) increase the normal retirement age; or

ki n ination of ion horiz nder

Subdivisions (1) and (2) of this subsection.

Sec. 13G. INTERPRETATION COF CERTAIN RISK SHARTNG
PROVISTONS; NITATERAT, DECTISTONS AND ACTTIONS PROHTIBITED
{a) Nothing in this article, including Section 2(p} or (p-1) of
this article and any authority of the board to construe and
interpret this article, to determine any fact, to take any action,
or to interpret any terms used in Sections 13A through 13F of this

rticl m lter or chan ions 13A thr h 13F of thi
article.
(b) Neo unilateral decision or action by the board is binding
n _the municipali nd n nil ral ision or icn h

municipality is binding on the fund with respect to the application
of Sections 13A through 13F of this article unless expressly
rovi rovigion of th ion Nothing in thi
subsection is intended to limit the powers or authoritv of the
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board.

(c) Section 10 of this article does not apply toc a benefit
increase under Section 13F of this article, and Section 10 of this
article is suspended while Sections 13A through 13F of this article
are in effect.

13H TATE PENSTION REVIEW BOARD: REPORT After
preparing a final risk sharing valuation study under Section 13B or
13C of this article, the fund and the municipality shall jointly

mi f th r i ropri h
Pension Review Board for a determination that the fund and
municipality are in compliance with this article.

N 1 r than th h fter th n ion i
taken under Section 13F or 13F of this article, the fund shall
submit a report to the State Pension Review Board regarding any

ion ken under th ion

(c) The State Pension Review Board shall notifv the
governor, the lieutenant governor, the speaker of the house of
representatives, and the legislative committees having principal
jurisdiction over legislation governing public retirement systems
if th Pengion Review Boar rmin he fun r th
municipality is not in compliance with Sections 13A through 13G of
this article.

SECTICON 1.15. Section 17, Article 6243e.2(1l}, Revised
Statutes, is amended by adding Subsections (£}, (g), (h), (i), and
{j) to read as fecllows:

£ T rr h rovision £ ions 13A thr h 13F
of this article, the board and the fund must provide the municipal
actuary under a confidentiality agreement the actuarial data used

he fun ry for the fund' rial val ion r
valuation studies and other data as agreed to between the
municipality and the fund that the municipal actuarv determines is
r nably n ry for the municipal r rform th
studies required by Sections 13A through 13F of this article.
Actuarial data described by this subsection does not include
information described by Subsection (a) of this section,

(g) A risk sharing valuation study prepared by either the

municipal r r the fun r nder ions 13A thr h
13F of this article may not:

(1) include information described by Subsection (a) of

hi ion: or
{(2) provide confidential or private information
regarding specific individuals or be grouped in a manner that
llow nfidential or priwv information r rdin ifi
individual to be discerned.
(h) The information, data, and document exchanges under
iong 132 thr h 13F of thi rticle hawv 11 th Ir ion
afforded by applicable law and are expressly exempt from the
disclosure requirements under Chapter 552, Government Code, except
m r he municipali nd fund in Wri I
agreement .
(i) Subsection (h) of this section does not apply to:
(1) a proposed risk sharing valuation study prepared
by the fund actuary and provided to the municipal actuary or
r r he municipal r n rovi he fun r
under Section 13B(d) or 13C(b) (2); or
{(2) a final risk sharing valuation study prepared
nder ion 13B or 1 f thi rticl
(i) Before a union contract is approved by the municipality,

the mavor of the municipality shall cause the municipal actuaries
liver he m r r r imatin he imy f th

proposed union centract on fund costs.
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SECTICON 1.16. Sections 13(d) and {(e), Article 6243e.2(1),
Revised Statutes, are repealed.

SECTICN 1.17. The firefighters' relief and retirement fund
established under Article 6243e.2(l), Revised Statutes, shall
require the fund actuary to prepare the first actuarial experience
study required under Section 13D, Article 6243e.,2(l), Revised
Statutes, as added by this Act, not later than September 30, 2020.

ARTICLE 2. POLICE OFFICERS'™ PENSION SYSTEM

SECTICN 2.01. Section 1, Article 6243g-4, Revised Statutes,
is amended to read as follows:

Sec. 1. PURPOSE. The purpose of this article is to restate
and amend the provisions of former law creating and governing a
police officers pension system in each city in this state having a
population of twoe [3=5] million or more, according to the most
recent federal decennial census, and to reflect changes agreed to
by the city and the board of trustees of the pension system under
Section 27 of this article. The pension system shall continue to
operate regardless of whether the city's population falls below two
[+==] million.

SECTICN 2.02. Article 6243g-4, Revised Statutes, 1s amended
by adding Section 1A to read as follows:

Sec. 1A. INTERPRETATION OF ARTICLE. This article does not

nd m n interpr

1 relieve the cit the board, or the pension system
of their respective obligations under Sections 9 through 9E of this
article;

{(2) reduce or modify the rights of the city, the board,
or the pension svstem, including anv officer or employee of the
i r r nsion m nfor 1i ion ri
Subdivision (1) of this section;

{(3) relieve the city, including any official or
emplovee of the city, from:

(A) paving or directing to pay required

contributions to the pension system under Section 8 or 9 of this

article or carrying out the provisions of Sections 9 through 9E of
this article; or

B r in r modifvin he righ f th r
and any officer or employee of the board or pension system to
enforce obligations described by Subdivision (1) of this section:

4 reliev h nsion m or r includin n
officer or employee of the pension system or board, from any
obligation to implement a benefit change or carry out the

rovision £ icon hr h 9F of thi rticle; or

{5) reduce or modify the rights of the city and any

officer or employee of the city to enforce an obligation described

ivision (4 £ thi ion

SECTION 2.03. Section 2, Article 6243g-4, Revised Statutes,
is amended by amending Subdivisions (1), {(2), (3}, (4-a), (11},
{(13), (l4-a), (17), (17-a), and (22) and adding Subdivisions (l-a),
(1_b)r (1_C)r (4_b)r (4_0)1 (4_d)r (S_a)l (5_b)r (5_C)r (10‘&),
{10-b), (10-c), (10-d4d), (12-a), {(13-a), (13-b), (13-c), (13-4),
{(13-e), (13-f), (14-b), (1l4-c), (15-a), (15-b), (lé6-a), (l1l6-b),
{(17-b), (17-c}, (17-d), (17-e), (24), (25), (26), (27), (28), and
{29) to read as follows:

(1) "Active member" means an emplovee of the city
within [a—persen——empleyed—eas—ea——elassifiedpotice——afficerb¥] the
police department of a city subject to this article, in 1 ifi
or appointed position, except for a person in an appointed position
who opts out of the plan, a person who is a part-time, seasonal, or
temporary employee, or a person who elected to remain a member of a
pension system described by Chapter 88, Acts of the 77th
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Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes). The term dees not include a person who is a member
of another pension system of the same city, except to the extent
provided by Section [#5¢53—e=] 18 of this article.
{(1-a) "Actuarial data" includes:
A h n mption 1
disclosure of methods, and finmancial information that are routinely

used by the pension system actuary for the pension system's
val ion i r an rial experien nder ion

of this article; and

(B) other data that is reasonably necessary to
implemen ion hr h 9E of thi rticl r h
city and the board.
(1-bY "Actuarial experience study" has the meaning
ign ion 2,1014 vernmen
{1-c} "Amortization period™ means the time period

necessary to fully pay a liability layer.
{(2) MAmortization rate™ means the sum of the scheduled

amortization payments for a given fiscal vear for the current
liabili 1 r ivi h ro nsionabl roll for
that fiscal year. [“Aversge—totel—directpay' -means—eamramount
; : 3 TRNDT . fedd , . 10

[<A)y — — thehigl o ] . 3

membe £ 2 ‘Ie pa:F pefied 3 Ehe ;ast ;!6 PaiF PEEESdS 3 1'h5 eh
T O oy S irorr

{3 "Assumed rate of return" means the assumed market
rate of return on pension system assets, which is seven percent per

nnum unl i rovi hi rticle [“Base—salery"
the—pelice—department—held by—the—memeer] .
{4-a) "Catastrophic injury"” means a sudden, viclent,

life-threatening, duty-related injury sustained by an active
member that is due to an externally caused motor wehicle accident,
gunshot wound, aggravated assault, or other external event or
events and results, as supported by evidence, in cne of the
following conditions:

(A) total, complete, and permanent loss of sight
in one or both eyes;

{(B) total, complete, and permanent loss of the
use of one or both feet at or above the ankle;

(C) total, complete, and permanent loss of the
use of one or both hands at or above the wrist;

(D) injury to the spine that results in a total,
permanent, and complete paralysis of both arms, both legs, or one
arm and one leg; or

(E) an externally caused physical traumatic
injury to the brain rendering the member physically or mentally
unable to perform the member's duties as a police officer.

{4-b) "City" means a city subiject to this article.
{4-c) "City contribution rate" means a percent of

pensionable payroll that is the sum of the employer normal cost rate
and the amortization rate for liability layers, except as
rmin herwi nder th Xpr rovision £ ion D
and 9E of this article.
{4-d) "Classified"™ means any person classified by the
i 1i fficer
{5-a) "Corridor"™ means the range of city contribution
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rates that are:

(A) equal to or greater than the minimum

contribution rate; and

(B) equal to or less than the maximum
contribution rate.
{5-b}) "Corridor margin™ means five percentage points,
(b=c) "Corridor midpoint" means the projected city
contribution rate specified for each fiscal vear for 31 years in the
initial risk sharing val ion nder ion 9B of thi
article, as may be adjusted under Section 9D or 9E of this article,

and in each case rounded to the nearest hundredths decimal place.
10— "Empl r normal r " mean he normal

cost rate minus the member contribution rate.

(10-b) "Estimated city contribution rate" means the
i ntri ion r im. in final risk sharing val ion
study under Section 9A or 9B of this article, as applicable, as
required by Section 9A(a) {5) of this article.

(10-¢) "Fiscal year,” except as provided by Section 22
of this article, means a fiscal year beginning July 1 and ending
June 30,

(10-d) "Final average pay" means the pay received by a
member over the last 78 biweekly pav periods ending before the

earlier of:

(A) the date the member terminates employment
with the police department, divided by 36:; or

B h he m r n rtici ion in
DROP, divided by 36.

(11) "Former member"” means a PEerson who wWas once an
active member, eligible for benefitz [wested] or not, but who
terminated active member status and received a refund of member
contributions.

12- "Fun ratio” mean he rati £ th nsion
system's actuarial wvalue of assets divided by the pension system's
actuarial accrued liability.

{(13) "Inactive member" means a person who has
separated from service and is eligible to receive [hes—a—vested
riaghE—te] a service pension from the pension system but is not
eligible for an immediate service pension. The term does not
include a former member.

13- "L liability"™ mean h nfun
actuarial accrued liability as of June 30, 2016, as reduced to
reflect:

A han nefi n ntri ion nder
this article that took effect on the year 2017 effective date;
{(B) the deposit of pension obligation bond
r n D r 31, 2017, in rdan with ion 9B(4) (2
of this article;

{C) pavments by the city and earnings at the
m I fr rn all he 1 ligbili from 1
1, 2016, to July 1, 2017, excluding July 1, 2017; and
(D) for each subsequent fiscal year,
contributions for that year allocated to the amortization of the
legacy liability and adjusted by the assumed rate of return.
{13-b) "level percent of payroll method" means the
amortization method that defines the amount of the liability layer
recognized each fiscal vear as a level percent of pensionable

roll until th moun f the liabili 1 r remaining i
reduced to zero.
{13-¢) "Liability gain laver"™ means a liabilitv laver

h r h nfun rial r ligbili

{13-d) "Liability laver"™ means the legacy liability
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established in the initial risk sharing valuation study under

Section 9B of this article and the unanticipated change as
established in each subsegquent risk sharing wvaluation study
prepared under Section 2A of this article.

{13-2) "Liability loss layver"™ means a liabilitv laver
h incr h nfun rial r liabili For
purposes of this article, the legacy liability is a liability loss

laver.

13-f "Maximum ntri ion r " mean he r
equal to the corrider midpoint plus the corridor margin.
(14-a) "Minimum contribution rate" means the rate
1 h rridor mi int min h rridor margin

{14-b) "Normal cost rate" means the salary weighted
average of the individual normal cost rates determined for the
rren iwv lation pl n allowan for proj
administrative expenses. The allowance for projected

administrative expenses equals the administrative expenses divided
by the pensionable payroll for the previocus fiscal year, provided

the administrative allowance may not exceed one percent of

nsionabl roll for th rrent fi 1 r unl b
the city.
l4-c "Normal retirement age"™ means:
A for I r hir for r 2004

including a member hired before October 9, 2004, who involuntarily

separated from service but was retroactively reinstated under an
rbitration iwvil rvi r rt rulin fter r 2004

the earlier of:

{i) [42&F] the age at which the member
attains 20 years of service; or

(ii) [B+] the age at which the member
first attains both the age of at least 60 and at least 10 years of
service; or

{(B) except as provided by Paragraph (A} of this

subdivision, for a member hired or rehired on or after October 9

2004, the age at which the sum of the member's age in years and vears

of service equals at least 70.

15- "P " unl h ntext r ir herwi
means wages as defined by Section 3401{(a) of the code lus an
amounts that are not included in gress income by reason of Section
104{a) {1), 125, 132(f), 402(g) (2), 457, or 414(h}) (?} of the code,
less any pay received for overtime work, exempt time pay, strategic
officer staffing program pay, motorcycle allowance, clothing

llowan r mentor Th finition of " " for r £
this article may only be amended by written agreement of the board

and the city under Section 27 of this article.
15— "p ff r" mean h r liabili 1 r

is fully amortized under the ameortization period. A pavoff vear may

not be extended or accelerated for a period that is less than one
month,

{16-a) "Pension obligation bond" means a bond issued
in accordance with Chapter 107, Local Government Code.

{16-b) "Pensionable payroll" means the combined
salaries, in an applicable fiscal year, paid to all:
A ive m rs; an

(B) if applicable, participants in any
alternative retirement plan established under Section 2B of this
rticl includin h lan retiremen lan lish nder
that section.

{17) "Pension system"™ or "system," unless the context
requires otherwige, means the retirement and disability plan for

employees of any police department subject to this article.
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{17-a) I"Police department™ means one or more law
enforcement agencies designated as a police department by a city.
{17-b) "Price inflation assumption" means:
(A) the most recent headline consumer price index

10-vyear forecast published in the Federal Reserve Bank of
Phil lphi rv f Prof icnal For rs: or

(B) if the forecast described by Paragraph (&) of

this subdivigion is not available, ancther standard as determined

m 1 reemen ween th i n h r nter in
under Section 27 of this article,

{(17-c) "Projected pensiocnable payroll"™ means the

im ngionabl roll for the fi 1 r inning 12

months after the date of the risk sharing valuation study prepared
under Section 9A of this article, as applicable, at the time of
calculation bv:

(A) projecting the prior fiscal year's
pensionable payrecll projected forward two years by using the
current payroll growth rate assumptions; and

(B) adjusting, if necessary, for changes in

lation or her known f r rovi h £ rs woul

have a material impact on the calculation, as determined by the
board.

(17-d) "Retired member"™ means a member who has
separated from service and who is eligible to receive an immediate
service or disability pension under this article.

17- "Salary"™ mean rovi for th 1 ifi
position in the police department held by the employee.
(22) "Surviving spouse™ means a person who was married

to an active, inactive, or retired member at the time of the
member's death and, in the case of a marriage or remarriage after
the member's retirement, [er—inaetiveeorretired member—before—the
memberlsseparation fromgervice—eor] for a period of at least five
consecutive years [mefore—the—retired—or—inmctive—memberls—death].

{24y "Third guarter line rate"™ means the corridor
midpoint plus 2.5 percentage points.

{25) "Trustee" means a member of the board.

2 "OUltim ntr normal" mean n rial
cost method under which a calculation is made to determine the
average uniform and constant percentage rate of contributions that,
if 13i h mpen ion of h m r rin h ntir
period of the member's anticipated covered service, would be
required to meet the cost of all benefits payable on the member's

half n th nefi rovisions for newly hir mpl
For purposes of this definition, the actuarial accrued liability
for each member is the difference between the member's present
val f £ r nefi n _th ier of nefi h 1
the member and the member's present value of future normal costs
determined using the normal cost rate.

27 "Unfun rial I ligbilitv™ mean h
difference between the actuarial accrued liability and the
actuarial value of assets. For purposes of this definition:

(A) "actuarial accrued liagbility" means the
portion of the actuarial present value of projected benefits

ri ri fm r rvi n th

method used in the risk sharing valuation study prepared under
Section 9A or 9B of this article, as applicable; and

{B) "actuarial value of assets" means the value
of pension system investments as calculated using the asset
smoothing method used in the risk sharing valuation study prepared
nder ion 92 or 9B of fthi rticl 1i 1

{28) "Unanticipated change™ means, with respect to the
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unfunded actuarial accrued liability in each subsequent risk
sharing valuation study prepared under Section 9A of this article,
the difference between:

(A) the remaining balance of all then-existing
liability layers as of the date of the risk sharing waluation study:
and

{B) the actual unfunded actuarial accrued

liability as of the date of the risk sharing valuation study.
2 "Year 2017 eoff iwv " _mean h n

which S.B. No. 2190, Acts of the 85th Legislature, Regular Session,
2017, took effect.
SECTICN 2.04. Article 6243g-4, Revised Statutes, 1s amended
by adding Sections 2A, 2B, 2C, and 2D to read as follows:
Sec. 2A. FISCAL YEAR. If either the pension system or the
i han i I ive fi 1 I h nsion moan h
city shall enter into a written agreement under Section 27 of this
article to adjust the provisions of Sections 9 through 9FE of this
article to reflect that change for purposes of this article.
Sec. Z2B. ALTERNATIVE RETIREMENT PLANS. {a) In this
ion, "salary-— nefi lan" mean retiremen lan
provided by the pension system under this article that provides
member benefits calculated in accordance with a formula that is
n maltiple f r n f which i he m r' lar
the time of the member's retirement,
(b) Notwithstanding any other law, including Section 9F of
hi rticl n X rovi ion £f thi
section, the board and the city may enter into a written agreement
under Section 27 of this article to offer an alternative retirement
lan or plan ingludin h lan retiremen lan or plan if
both parties consider it appropriate.
{(c¢) Neotwithstanding any other law, including Section 9F of
hi rficl n X rovi ion £f thi
section, if, beginning with the final risk sharing valuation study
prepared under Section 2A of this article on or after Julvy 1, 2021,
either the funded ratic of the pension system is less than 65
percent as determined in the final risk sharing valuation study
with makin n ] men nder ion 9D or 9F of thi
article, or the funded ratio of the pension system is less than 65

percent as determined in a revised and restated risk sharing
val ion r r nder ion 9A 7 f thi rticl

the board and the city shall, as scon as practicable but not later
than the 60th day after the date the determination is made:

1 nter in wri n reemen nder ion 27 of
this article to establish a cash balance retirement plan that
complies with Secticn 2C of this article; and

2 r ir h empl fir hir h i n_or
after the 90th day after the date the cash balance retirement plan
is established to participate in the cash balance retirement plan

ligh nder thi ion in bl rtici ing in th
salary-based benefit plan, provided the emplovee would have
otherwise been eligible to participate in the salarvy-based benefit
plan.

(dy TIf the city fails to deliver the proceeds of the pension
13i ion n ri ion SB(J) (1 £ thi rticl
within the time prescribed by that subdivision, notwithstanding the
funded ratio of the pension svstem, the board and the cityv may not
lish h lan retiremen lan under ion f

this section.

Sec. 2C. REQUIREMFENTS FOR CERTAIN CASH BALANCE RETIREMENT
PLAN In thi ion:

{1) "Cash balance plan participant"” means an employee
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who participates in a cash balance retirement plan.

{2) "Cash balance retirement plan" means a cash
balance retirement plan established by written agreement under
Section 2B(b) of this article or Section 2B(c) of this article.

{3) "Interest™ means the interest credited to a cash

lan lan rticipant's noticonal n which m not:

(A) exceed a percentage rate equal to the cash
balance retirement plan's most recent five fiscal years' smoothed
rate of return; or

(B) be less than zero percent.

{4) "Salary-based benefit plan" has the meaning

ign ion 2B of thi rticl
(b)) The written agreement establishing a cash kalance
retirement plan must:

1 rovi for th inistration of th h lan
retirement plang:

{(?2) provide for a closed amortization period not to

exceed 20 years from the date an actuarial gain or loss is realized;
(3) provide for the crediting of city and cash balance
lan rticipan ntri ion h h lan lan
participant's notional account;
(4) provide for the crediting of interest to each cash
lan lan rticipant's notional nt:
{3) idinclude a vesting schedule;
(6) include benefit options, including opticns for

h lan lan rticipan wh r from rvi rior
retirement;

{7) provide for death and disability benefits:

llow h lan lan rticipant who i
eligible to retire under the plan to elect to:

(A) receive a monthlv annuity payable for the
1if £ th h lan lan rticipant in an amoun riall
determined on the date of the cash balance plan participant's
retirement based on the cash balance plan participant's accumulated
notional account balance annuitized in agccordance with the
actuarial assumptions and actuarial methods established in the most
r n rial experien n nder ion bl
this article, except that the assumed rate of return applied may not

exceed the pensicon system's assumed rate of return in the most
r nt risk sharing wval ion ; or

(B) receive a single, partial lump-sum payment
from the cash balance plan participant's accumulated account
lan n monthl nnui le for life in an amoun
determined in accordance with Paragraph (A) of this subdivision
based on the cash balance plan participant's notional account
lan fter r ivin h rtial 1 —sum nt; an

{(9) include any other provision determined necessary

by:
A h I n h ity; or
B the pension system for purposes of
maintaining the tax-gualified status of the pension system under
Section 401 of the code.
(c) Netwithstanding any other law, including Sections 2(1),
11 nd 12 of thi rticl n empl wh rtici in h
balance retirement plan:
{1) subject to Subsecticon (d) of this section, is not
ligibl n ive m r of and m n rtici in th
salary-based benefit plan; and
2 may not accrue yvears of service or establish
rvi redit in th lary— nefi lan rin h ri

the employee is participating in the cash balance retirement plan.
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(d) A cash balance plan participant is considered an active
member for purposes of Sections 9 through 9G of this article.

(e} At the time of implementation of the cash balance
retirement plan, the employer normal cost rate of the cash balance
retirement plan may not exceed the emplover normal cost rate of the

lary- nefi lan

Sec. 2D. CONFLICT OF LAW. To the extent of a conflict
between this article and any other law, this article prevails.

SECTICN 2.05. Section 3, Article 6243g-4, Revised Statutes,
is amended by amending Subsecticn (b) and adding Subsections (i)
and (j) to read as follows:

(b) The board is composed of seven members as follows:

{1) the administrative head of the city or the
administrative head's authorized representative;

(2) three employees of the police department having
membership in the pension system, elected by the active, inactive,
and retired members of the pension system;

(3) two retired members who are receiving pensions
from the system, who are elected by the active, inactive, and
retired members of the pension system, and who are not:

{n) officers or employees of the city; or
(B) current or former employees of any other fund
r nsion m horiz nder:

(i) Article 6243e.2(l), Revised Statutes;

or
ii h r 157 f th
77th Legislature, Regular Session, 2001 (Artlcle 6243h, Vernon's
Texas Civil Statutes) [—eteeted by —the—aective—iRaetiver—and

retired-—members—eof—the—pensien—ayatem]; and

(4) the director of finance [e=esswre=] of the city or
the person discharging the duties of the director of finance, or the
director's designee [eity—treasurer],

(i) TIf a candidate for either an active or retired board
member position does not receive a majority vote for that position,
a runoff election for that position shall be held. The beard shall
establish a pelicy for general and runoff elections for purposes of

hi icn
Beginning with the vyear 2017 effective date:
(1) the term of office for a board member in the
h —down program A or B shall n r: an
(2) a board member who subsequently enters phase-down
program A or B and has served at least one year of the member's
rren rm shall v he m r! nd m run for
reelection.

SECTION 2.06. Section 4, Article 6243g-4, Revised Statutes,
is amended to read as follows:

S5ec. 4. BOARD MEMBER LEAVE AND COMPENSATION. (a) The city
shall allow active members who are trustees to promptly attend all

r I mmi m in Th i hall allow tr h
time required to travel to and attend educational workshops and
legislative hearings and to attend to other pension system
business, including meetings regarding proposed amendments to this

article, if attendance is consistent with a trustee's dutv to the
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[+e¥+] The board, by an affirmative vote of at least four board
members, may elect to reimburse board members who are not employees
of the city for their time while attending to official business of
the pension system. The amount of any reimbursement may not exceed
$750 [$356] a month for each affected board member.

SECTICN 2.07. Article 6243g-4, Revised Statutes, 1s amended
by adding Sections 5A and 5B to read as follows:

Sec. S5A. OQUALTFICATIONS OF CITY ACTUARY. (a} An actuary
hir h i for o £f thi rticle m n I
from a professional service firm who:

(1) is not already engaged by the pension system or any
other fund or pension system asuthorized under Article 6243e.2(1l),
Revised Statutes, or Chapter 88 (H.B. 1573), Acts of the 77th
Legisl r R lar ion, 2001 (Articl 243h, Vernon's Tex
Civil Statutes to provide actuarial services to the pension
system or other fund or pension system, as applicable:

2 h minimum of 1 r f prof ional
actuarial experience; and

(3) is a member of the American Academy of Actuaries or

fellow of th i £fAa ri nd m h 1i 1
requirements to issue statements of actuarial opinion.

(b)Y Neotwithstanding Subsection (a) of this section, the

i ry _Im 1 m h 1ifi ions r ir h
board for the pension system actuary. The city actuary is not
required to have greater gualifications than those of the pension
system actuary,

Sec. 5B. TLIABTLITY OF CERTAIN PERSONS. {a) The trustees,
executive director, and emplovees of the pension system are fully
protected from and free of liability for any action taken or
suffered by them that were performed in good faith and in reliance

n an r ntan nsel r her prof ional rvi
provider, or in reliance on records provided by the city.

(b) The officers and employees of the city are fully

r nd fr £f liabili for an ion ken or ffer
the officer or employee, as applicable, in good faith and on
reliance on an actuary, accountant, counsel, or cother professional
rvi rovider

(c) The protection from liability provided by this section
is cumulative of and in addition to any other constitutional,
statutoryv, or common law official or governmental immunitv,
defense, and civil or procedural protection provided to the city or
pension system as a governmental entity and to a city or pension
syatem official or employee as an official or employee of a
governmental entity. Except for a waiver expressly provided by
this article, this article does not grant an implied waiver cof any
immunity.

SECTION 2.08. Section 6, Article 6243g-4, Revised Statutes,
is amended by amending Subsections (f) and (g} and adding
Subsections (f-1), (i), and (j) to read as follows:

(f) The board has full discretion and authority toxr

{1) administer the pension system;
£2) [++e] construe and interpret this article and any
summary plan descriptions or benefits procedures:
] ion 9F of thi rticl rr I
defect, supply any omission, and reconcile anv inconsistency that
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appears in this article;[+] and

{(4) take [+e—de] all other acts necessary to carry out
the purpeose of this article in a manner and to the extent that the
board considers expedient to administer this article for the
greatest benefit of all members.

f-1 Ex rovi ion 9F of thi rticl 11
[A++] decisions of the board under Subsection (f} of this secticn
are final and binding on all affected parties.

(g) The board, if reasonably necessary in the course of
performing a board function, may issue process or subpoena a
witness or the production of a book, record, or other document as to

ny m r aff ing retiremen i ili b h nefi

under any pension plan provided by the pension syvstem. The
presiding officer of the board may issue, in the name of the board,
a subpoena only if a majority of the board approves. The presiding
officer of the beoard, or the presiding officer's designee, shall
administer an cath to each witness. A peace officer shall serve a
subpoena issued by the board. If the person to whom a subpoena is
directed fails to comply, the board may bring suit to enforce the
subpoena in a district court of the county in which the person
resides or in the county in which the book, record, or other
document is located. If the district court finds that good cause
exists for issuance of the subpoena, the court shall order
compliance., The district court may modify the requirements of a
subpoena that the court finds are unreasconable. Failure toc obey the
order of the district court is punishable as contempt.

(i) TIf the board or its designee determines that any person
to whom a pavment under this article is due is a minor or is unable

re for th rson' ffair £ hysical or mental
disability, and if the board or its designee, as applicable,
determines the person does not have a guardian or other legal
repr 0 iwv n h h £ th rson is insufficien
justify the expense of establishing a guardianship, or continuing a
guardianship after letters of guardianship have expired, then until

current letters of guardianship are filed with the pension system,
the board or its designee, as applicable, may make the pavment:

1 h f th rson r for th
person;
(2) tec an indiwvidual or entity actually providing for
the needs of and caring for the person, as trustee for the person;
hay

{(3) to a public agency or private charitable
rganization providin i n r rvi h r
incapacitated that agrees to accept and manage the payment for the
benefit of the person as a trustee.

Th r r i ign is n b nsible for
overseeing how a person to whom payment is made under Subsection (i)
of this sectien uses or otherwise applies the payments. Payments
bk nder ion (i £f thi ion nsti mpl

discharge of the pension system's liability and obligation to the

person on behalf of whom payment is made.
SECTION 2.038. Section 8({a), Article 6243g-4, Revised

Statutes, 1s amended to read as follows:

(a) Subject to adjustments authorized by Section 9D or 9E of
this article, each [Haek] active member of the pension system shall
pay into the system each month 10.5 [8-3+4] percent of the member's
[£etel—direet] pay. The payments shall be deducted by the city from
the salary of each active member each payroll period and paid to the
pension system. Except for the repayment of withdrawn
contributions under Section 17 (f) [ex—It8te}t3)] of this article and
rollovers permitted by Section 17(h) of this article, a person may
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not be required or permitted to make any payments into the pension
system after the person separates from service.
SECTICN 2.10. Section 9, Article 6243g-4, Revised Statutes,
is amended to read as follows:
Sec. 9. CONTRIBUTIONS BY THE CITY. (a) Beginning with the
r 2017 eff iw h i hall mak ntri ion h
pension system for deposit into the fund as provided by this section
and Section 9A, 9B, 9D, or 9F of this article, as applicable. The
city shall contribute:
{1) bedginning with the vear 2017 effective date and
ending with the fiscal year ending June 30, 2018, an amount egqual to
h i ntri ion r rmin in the initial rigk
sharing valuation study conducted under Section 9B of this article
and adjusted under Section 89D or 9F of this article, as applicable,
multipli h nsionabl roll for the fi 1 r; an
{(2) for each fiscal year after the fiscal year ending
June 30, 2018, an amount egual to the city contribution rate, as

determined in a subsequent risk sharing valuation study conducted
under Section 9A of this article and adjusted under Secticn 9D or SE

f thi rtiel 1i 1 multipli h nsionabl
payroll for the applicable fiscal year.
(b) Except by written agreement between the city and the
r nder ion 27 of thi rticl roviding for an rlier

contribution date, at least biweekly, the city shall make the

contributions required by Subsection (a) of this secticn by
iting with th nsion m an amoun 1 h i

contribution rate multiplied by the pensionable payroll for the

biweekly periocd.
With r h fi 1 r:

(1) the first contribution by the city under this

section for the fiscal vear shall be made not later than the date
nt is m mpl for their fir full biweekl

period beginning on or after the first day of the fiscal year; and

{2) the final contribution by the city under this
section for the fiscal vear shall be made not later than the date
payment is made to employees for the final biweekly pay period of
the fiscal yvear.

{(d) Tn addition to the amounts regquired under this section,

the citv mayv at any time contribute additional amounts to the
nsion m for it in th nsion fun ntering in

written agreement with the board in accordance with Section 27 of

this article [Fhe—eityshall-makesubstantinttyegual——ecentributiens

{e) [+e¥] The governing body of a city to which this article
applies by ordinance or resclution may provide that the city pick up
active member contributions required by Section 8 of this article
so that the contributions of all active members of the pension
system qualify as picked-up contributions under Section 414 (h) (2)
of the code. If the governing body of a city adopts an ordinance or
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resolution under this section, the city, the board, and any other
necessary party shall implement the action as soon as practicable.
Contributions picked up as provided by this subsection shall be
included in the determination of an active member's [fteotal—direect]
pay, deposited to the individual account of the active member on
whose behalf they are made, and treated for all purposes, other than
federal tax purposes, in the same manner and with like effect as if
they had been deducted from the salary of, and made by, the active
member.

£ Only amounts paid by the citv to the pension svstem
shall be credited against any amortization schedule of payments due

h ngion m under thi rticl

{g) Subsection (f) of this section does not affect changes
to an amortization schedule of a liability layer under Section
A F B(i r 9D 4 £f thi rticl

(h) Neotwithstanding any other law and except for the pensicn
obligation bond assumed under Section 9B(d) (2) of this article, the

city may not issue a pension obligation bond to fund the citwy
contribution rate under this section.
SECTICN 2.11. Article 6243g-4, Revised Statutes, 1s amended
by adding Sections 9%&, 9B, 9C, 9D, 9E, 9F, and 9G to read as follows:
Sec. 9A. RISK SHARING VALUATION STUDIES. (a) The pension
m an h i hall r 1 heir r iv
actuaries to prepare a risk sharing valuation study in accordance

with this section and actuarial standards of practice. A risk
haring val ion m :

{1) be dated as of the first day of the fiscal year in
which the study is required to be prepared:

2 ingl in th nsion m' ndar
valuation study prepared annually for the pension system;

{3) calculate the unfunded actuarial accrued
liabili f th nsion m;

{(4) be based on actuarial data provided by the pension
system actuary or, if actuarial data is not provided, on estimates

of actuarial data;

{5) estimate the city contribution rate, taking into
n n i men r ir nder ion 9D or 9E of thi
article for all applicable prior fiscal years;
{6) subject to Subsection (g) of this secticn, be
n the followin mption nd meth h r nsi n
with actuarial standards of practice:
(A) an ultimate entrvy age normal actuarial

method:;
{(B) for purposes of determining the actuarial

value of assets:

i X rovi ragraph (ii
of this paragraph and Secticon 9D(c) (1) or 9F{c) {2) of this article,
n m hing meth r nizin rial 1 n in
ver five— r ri 1i r ivel innin n_th I

2017 effective date; and

{ii) for the initial risk sharing wvaluation

study prepared under Section 9B of this article, a marked-to-market
method applied as of June 30, 2016;

1 1 r mortization of liabili
layers to ensure that the amortization pericd for each layer beging
12 months after the date of the risk sharing valuation study in
which the liabili 1 r ig fir r nized;

(D) each liability layer is assigned an

amortization period;
E h ligbili 1 1 r amortiz Ver

period of 30 vears from the first day of the fiscal yvear beginning
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12 months after the date of the risk sharing valuation study in

which the liability loss laver is first recognized, except that the
legacy liability must be amortized from July 1, 2016, for a 30-year
period beginning July 1, 2017;

(F) the amortization period for each liability

in 1 r in

i equal to the remaining amortization
period on the largest remaining liabilitv loss laver and the two
1 rs m r ne 1 r h th if th ff r of
the liability loss laver is accelerated or extended, the payoff
vear of the 1iability gain layer is also accelerated or extended; or

ii if there is no liabili 1 1 r
period of 30 vears from the first day of the fiscal year beginning
12 months after the date of the risk sharing valuation study in
which the liabili in 1 r is fir r nized;

(G) liability layers, including the legacy

liability, funded according to the level percent of payroll method;
{H) the assumed rate of return, subject to

adjustment under Section 9D(c) (2) of this article or, if Section

B f thi rticl 13 i ment in rdan with
written agreement entered into under Section 27 of this article,
except the assumed rate of return may not exceed seven percent per
annum;

I the price inflation assumption as of the most
recent actuarial experience study, which may be reset by the board

1 r min i in n th rial experien
study;
{(J) projected salary increases and pavroll
growth rate set in gonsultation with the ¢ity's finance director;
and

(K) pavroll for purposes of determining the
rridor mi in n i ntri ion r m roj
using the annual payroll growth rate assumption, which for purposes
of preparing any amortization schedule may not exceed three

percent; and
(7) be revised and restated, if appropriate, not later

than:

A the date required by a written agreement
entered into between the city and the board:; or

B h h fter th r ir ion
is taken by the board under Section 9D or 9E of this article to
reflect any changes required by either section.

A n r i 1 fter th n £ £fi 1 r
the pension system actuary at the direction of the pension system
and the city actuary at the direction of the city shall separately

r r I rigk sharing val ion n _the fi 1

year that just ended.

{c) Not later than September 30 following the end of the
fi 1 b h nsion m shall provi h i I
under a confidentiality agreement with the board in which the city
actuary agrees to comply with the confidentiality provisions of
Section 28 of this article, the actuarial data described by
Subsection (a)(4) of this section.

(d) Not later than the 150th day after the last day of the

fiscal vear:

1 the pension system actuar at the direction of
h nsion m hall provi h r risk sharin
valuation study prepared by the pension system actuary under
Subsection (b) of this section to the city actuary; and
2 h i I h ir ion of th i

shall provide the proposed risk sharing valuation study prepared by
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the city actuary under Subsection (b) of this section to the pensicn

system actuary.

{e) Fach actuary described by Subsection (d} of this section

may provide copies of the proposed risk sharing valuation studies
to the city or to the pension system, as appropriate.
(f) Tf, after exchangin r risk sharin

studies under Subsection {d) of this section, it is found that the
difference between the estimated city contribution rate
r mmen in th r risk sharing val ion I r
by the pension system actuary and the estimated city contributicon
rate recommended in the proposed risk sharing wvaluation study

r r h i ry for th rr nding fi 1 r is:

{1) less than or equal to two percentage points, the
estimated city contribution rate recommended by the pension system
ry will h im i ntri ion r for r
of Subsection (a)(5) of this secticon, and the proposed risk sharing
valuation study prepared for the pension system is considered to be
the final risk sharing valuation study for the fiscal year for the
purposes of this article; or
2 r r than tw rcen in h i

actuary and the pension system actuary shall have 20 business days
to reconcile the difference, provided that without the mutual

reemen f h ri h ifferen in th im i
contribution rate recommended by the city actuary and the estimated

city contribution rate recommended by the pension system actuary
m n further incr nd;:

() if, as a result of reconciliation efforts
under this subdivision, the difference is reduced to less than or
1 W rgen in

(i) the estimated city contribution rate
proposed under the reconciliation by the pension system actuary
will h im i ntri ion r for r b
Subsection (a)(5) of this section; and

ii the pension system's risk sharin
valuation study is considered to be the final risk sharing
valuation study for the fiscal year for the purposes of this
article; or

B) if, after 20 business days, the pension system

actuary and the city actuary are not able to reach a reconciliation
h r h ifferen n_amount 1 han or 1 W

percentage points:

(i) the city actuary at the direction of the

i n h nsign m r h ir ion of th nsion
system each shall deliver to the finance director of the city and

the executive director of the pension system a final risk sharing
val ion with an r - han mark he final

risk sharing valuation study for each actuary; and

{ii) not later than the 80th dav before the

fir f the next fi 1 r he finan ir r an h

executive director shall execute a joint addendum to the final risk
sharing valuation study received by them under Subparagraph (i) of
this paragraph that is a part of the final risk sharing valuation

study for the fiscal year for all purposes and reflects the

rithmeti ver £ th im i ntri ion r for th
fiscal year stated by the city actuary and the pension system
actuary in the final risk sharing valuation study for purposes of
ion f thi ion nd for r rtin r h
pension system may treat the pension system actuary's risk sharing
valuation study with the addendum as the final risk sharing
valuation studvy,
(gd) The assumptions and methods used and the tvpes of
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actuarial data and financial information used to prepare the

initial risk sharing valuation studyv under Section 9B of this
article shall be used to prepare each subsequent risk sharing
valuation study under this section, unless changed based on the
actuarial experience study conducted under Section 9C of this
article,

(h) The actuarial data provided under Subsection (a) (4) of
this section may not include the identifving information of
indivi lm r

Sec, 9B. INITIAL RISK SHARING VALUATION STUDIES; CORRIDCR
MIDPOINT. (a The pension system and the city shall separatel
cause their regpective actuaries to prepare an initial rigk sharing
valuation study that is dated as of July 1, 2016, in accordance with
this section. An initial risk sharing wvaluation study must:

1 X herwi rovi hi ion
prepared in accordance with Section 9A of this article and, for
purposes of Section 9A{a) {4) of this article, be based on actuarial
data as of June 30, 2016, or, if actuarial data is not provided, on
estimates of actuarial data; and

2 rod h rridor mi int for 31 fi 1 r
beginning with the fiscal year beginning July 1, 2017,

(by Tf the initial risk sharing valuation study has not been
r r nsi nt with thi ion for h r 2017
effective date, as soon as practicable after the year 2017
effective date:

1 h nsion m shall provi h i
actuary, under a confidentiality agreement, the necessary
actuarial data used by the pension system actuary to prepare the

r initial risk sharing val ion ; an

{(2) not later than the 30th day after the date the
citv's actuary receives the actuarial data:

A h i r h ir ion of th
city, shall provide a proposed initial risk sharing wvaluation study
to the pension system actuarvy; and

B the pension system actuar at the direction
of the pension system, shall provide a proposed initial risk

haring wval ion h i r
c If, after exchangin roposed initial risk sharin
valuation studies under Subsection (k) {2) of this section, it is
rmin h h ifferen ween th im i
contribution rate for any fiscal year recommended in the proposed
initial risk sharing valuation study prepared by the pension system
r nd in th r initial risk sharing wval ion
prepared by the city actuary is:

{1) less than or egqual to two percentage points., the

im i ntri ion r for th £fi 1 rr mmen
by the pension system actuary will be the estimated city
contribution rate for purposes of Section 9A({a) {(5) of this article;
or

{(2) greater than two percentage points, the city
actuary and the pension system actuary shall have 20 business days
to reconcile the difference and:

() if, as a result of reconciliation efforts
under this subdivision, the difference in any fiscal year is
reduced to less than or equal to two percentage points, the
estimated citv contribution rate recommended by the pension system

ry for th fi 1 r will h im i
contribution rate for purposes of Section 9A(a) {5) of this article;
or
B if fter 2 in h i I

and the pensicn system actuarv are not able to reach a
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reconciliation that reduces the difference to an amount less than
or equal to two percentadge peints for any fiscal year:

{i) the city actuary at the direction of the
city and the pension system actuary at the direction of the pension
system each shall deliver to the finance director of the citv and

h X iw ir r of th nsion m fipnal initial risk
sharing valuation study with any agreed-to changes, marked as the
final initial risk sharing valuation study for each actuary: and

ii he finan ir r an h X iv
director shall execute a joint addendum to the final initial risk
sharing wvaluation study that is a part of each final initial risk

haring wval ion for all r n h refl h
arithmetic average of the estimated city contribution rate for each
fiscal year in which the difference was greater than two percentage

in for o £ ion 9A £ thi rticl nd for
reporting purpcses the pension system may treat the pension system
actuary's initial risk sharing valuation study with the addendum as
the final initial risk sharing valuation study.
d In preparing the initial risk sharing valuaticon stud

h i r n nsion m r hall:

1 adjust the actuarial wvalue of assets to be equal to
the market value of assets as of July 1, 2016;

2 he j n f plann nsion 13 ion
bonds by December 31, 2017, in accordance with Subsection (3} (2) of
this section; and

nefi n ntri ion chan
contemplated by this article as of the year 2017 effective date.

{e) TIf the city actuary does not prepare an initial risk
haring val ion for r £f thi ion h nsicn
system actuary's initial risk sharing valuation study will be used

as the final risk sharing waluation study for purposes of this
rticl nl h i id n r r r initial risk
sharing wvaluation study because the pension system actuary did not
provide the necessary actuarial data in a timely manner. If the
city did not prepare a proposed initial risk sharing wvaluaticn
study because the pension system actuary did not prowvide the
n r rial in imely manner h i r hall
have 60 days to prepare the proposed initial risk sharing waluation

study on receipt of the necessarv information.
£ If th nsion m r n r r

proposed initial risk sharing valuation study for purposes of this
section, the proposed initial risk sharing valuation study prepared
h i ry will he final risk sharing wval ion
for purposes of this article.
{(g) The city and the board may agree on a written transition
lan for r in h rridor mi int:

(1) if at anv time the funded ratio is equal to or
greater than 100 percent; or

2 for anvy fi 1 r after th ff r of th
legacy liability.

(hy TIf the city and the board have not entered into an
agreement described by Subsection (g) of this section in a given
fiscal vear, the corridor midpoint will be the corridor midpeint

rmin for th 1 fi 1 r in the initial risk sharin
valuation study prepared in accordance with this section.

(i) Tf the city makes a contribution to the pension system

£ 1 million mor han th n h woul r ir
by Section 9(a) of this article, a liability gain layer with the
same remaining amortization period as the legacy liability is

b n h rridor mi in hall r h

amortized amount in each fiscal yvear covered by the liability gain
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layer produced divided by the projected pensionable payroll.
(i) Neotwithstanding any other provision of this article,
including Section 9F of this article:
(1) 4if the city fails to deliver the proceeds of

ension obligaticon bonds totalin 750 million on or before March

1, 201 h r hall:

(A) except as provided by Paragraph (B) of this

subdivision, immediately rescind, prospectively, any or all

nefi han m ff iwv nder B. N 21 A £f th

85th legislature, Regular Sessiocn, 2017, as of the year 2017
effective date; or

B r lish th line for th liver £

pension obligation bond proceeds, which may not be later than May
31, 2018, reserving the right to rescind the benefit changes
horiz hi ivigion if th n r re n
delivered by the reestablished deadline; and
{2) subject to Subsection (k) of this secticn, if the

board rescinds benefit changes under Subdivision (1} of this
subsection or pension cbligation bond proceeds are not delivered on

r fore D r 31, 2017 he initial risk sharing val ion
study shall be prepared again and restated without assuming the
delivery of the pension obligation bond proceeds, the later

liver £ nsion 1i ion n r r the r in
benefit changes, as applicable, and the resulting city contribution

rate will beccome effective in the fiscal year following the
mpletion of the r initial risk sharing wval ion

(k) The restated initial risk sharing valuation study
required under Subsection () {2) of this section must be completed
1 for h r f the fi 1 r:
(1) ending June 30, 2019, if the board does not
reestablish the deadline under Subsection (j) (1) of this section:
or

(2) immediately following the reestablished deadline,
if the board reestablishes the deadline under Subsection (j) (1) of
this section and the city fails to deliver the pension cbligaticn
bond proceeds described by Subsection (1) (1) of this section by the
r lish lin

Sec, SC. ACTUARIAL EXPERIENCE STUDIES. {a At least once
every four vears, the pension system actuary at the direction of the
nsion m shall n n rial experien in
accordance with actuarial standards of practice. The actuarial

experience study required by this subsection must be completed not
1 r than r f th r in which th is r ir

to be conducted.
(b) Except as otherwise expressly provided by Sections
J:Y Ay —(T £f thi rticl rial mption nd meth
used in the preparation of a risk sharing valuation study, other
than the initial risk sharing valuation study, shall be based on the
I 1 f the m r n rial experien
(c) Neot later than the 180th day before the date the board
may consider adopting any assumptions and methods for purposes of
Section 92 of this article, the pension system shall provide the
city actuary with a substantially final draft of the pension
m' rial experien including:
(1) all assumptions and methods recommended by the
pension system's actuary:; and
2 mmari f the r ncil rial in
creation of the actuarial experience study.
{(d) Not later than the 60th day after the date the city

r iv he final draf £ th nsion m"' rial

experience study under Subsection {c) of this section, the city

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

42116



S30/2017

Texas-2017-SB2190-Enrdlled

actuary and pension system actuary shall confer and cooperate on

reconciling and producing a final actuarial experience study.
During the period prescribed by this subsection, the pension system
actuary may modify the recommended assumptions in the draft

actuarial experience study to reflect any changes to assumptions

nd meth which th nsion m r n h i r
agree.
(e) At the city actuary's written request, the pension
m shall provi itional rial h nsion

system actuary to prepare the draft actuarial experience study,

provided that confidential data may only be provided subject to a
nfidentiali reement in which th i r r

comply with the confidentiality provisions of Section 29 of this

article.

bl Th i I h ir ion of th i hall
provide in writing to the pension system actuary and the pension
system:

(1) any assumptions and methods recommended by the
city actuary that differ from the assumptions and methods
r mmen h ngion m ry: an
2 the city actuary's rationale for each method or
assumption the actuary recommends and determines to be consistent
with ndar he A rial ndar Boar
Not later than the 30th day after the date the pension
system actuary receives the city actuary's written recommended
mption nd meth nd rational nder ion (f £f thi
section, the pension system shall provide a written response to the
city identifving anv assumption or method recommended by the city
r h h nsion m n If an mption
or method is not accepted, the pension system shall recommend to the
city the names of three independent actuaries for purposes of this
section,

(h) An actuary may only be recommended, selected, or engaged
by the pension system as an independent actuary under this section
if the person:

(1) is not already engaged by the city, the pension

m r an her fun r ngion m horiz nder

Article 6243e.2(1 Revised Statutes, or Chapter 88 (H.B, 1573
BActs of the 77th legislature, Reqular Sessicn, 2001 {(Article 6243h,
Vernon's Tex ivil rovi rial rvi
the city, the pension system, or another fund or pension system
referenced in this subdivision:

2 i m r of the American A m £ A ries;

and
{(3) has at least five vears of experience as an actuary

working with on r mor lig retiremen ms with in
excess of 81 billion.

(i) Not later than the 20th day after the date the city
I iw he 1i f thr in nden ri nder ion
{g) of this section, the city shall identify and the pension system
shall hire one of the listed independent actuaries on terms
acceptable to the city and the pension system to perform a scope of
work acceptable to the city and the pension system. The ecity and
the pension system each shall pay 50 percent of the cost of the
independent actuary engaged under this subsection. The city shall
be provided the opportunity to participate in any communications

ween the in nden r n h nsion m ncernin

the engagement, engagement terms, or performance of the terms of
the engagement.

] The in nden r n nder ion (i £

this section shall receive on request from the city or the pension

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

43116



S30/2017

Texas-2017-SB2190-Enrdlled

system:
1 the pension system's draft actuarial experience

study, including all assumptions and methods recommended by the
pension system actuary;

{2) summaries of the reconciled actuarial data used to

r r h raf rial experien :

(3) the city actuary's specific recommended
assumptions and methods together with the city actuary's written
rationale for h r mmen ion;

4 the pension system actuary's written rationale for
its recommendations: and

if r he in nden r n
subject to a confidentiality agreement in which the independent
actuary agrees to comply with the confidentiality provisions of

hi rticl itional nfidential rial
(k) Not later than the 30th day after the date the

independent actuary receives all the requested information under
Subsection (j) of this section, the independent actuary shall

advise the pension system and the city whether it agrees with either
h mption or meth r mmen h i r r th
corresponding method or assumption recommended by the pension

system actuary, together with the independent actuary's rationale
for makin h rmination, Durin h ri r ri hi
subsection, the independent actuary may discuss recommendations in
simultaneocus consultation with the pension system actuary and the
city actuarv.

(1) The pension system and the city may not seek any
information from any prospective independent actuary about

ibl il f the in nden ry's review

(m) If an independent actuary has guestions or concerns
regarding an engagement entered into under this section, the
in nden r hall simultan 1 nsult with h th i
actuary and the pension system actuary regarding the guestions or
concerns. This subsection does not limit the pension system's
authorization to take appropriate steps to complete the engagement
of the independent actuary on terms acceptable to both the pension

m an h i r nter in nfidentiali reemen
with the independent actuary, if needed.

(n) TIf the board deoes not adopt an assumption or method
recommended by the ¢city actuary to which the independent actuary
agrees, or recommended by the pension system actuary, the city
actuary is authorized to use that recommended assumption or method
in nn ion with pr ration of nt risk sharin
valuation study under Section 92 of this article until the next
actuarial experience study is conducted.

D ITY NTRIBUTION RATE WHEN ESTIMATED CITY
CONTRIBUTION RATE LOWER THAN CORRIDOR MIDPOINT; AUTHORIZATION FOR
CERTAIN ADJUSTMENTS. (a) This section governs the determination
£ th i ntri ion r 1i le in fi 1 r if th
estimated citv contribution rate is lower than the corridor
midpoint.

(b TIf the funded ratio is:

{1) less than 90 percent, the city contribution rate

for the fi 1 r 1 h rridor mi int; or
(2) equal to or greater than 90 percent and the city
contribution rate is:
A 1 r gr r than the minimum

contribution rate, the estimated city contribution rate is the city

contribution rate for the fiscal year; or
B X rovi ion f thi

section, less than the minimum contribution rate for the
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corresponding fiscal yvear, the citv contribution rate for the

fiscal vear equals the minimum contribution rate achieved in
accordance with Subsection (c) of this section.
{(c) For purposes of Subsection (b) (2) (B) of this section,
the following adjustments shall be applied sequentially to the
xtent r ir incr h im i ntri ion r
equal the minimum contribution rate:
(1) first, adjust the actuarial wvalue of assets equal
h rrent mark val f if makin h ] men
causes the city contribution rate to increase;
{?2) second, under a written agreement between the city
n h I nter in nder ion 27 of thi rticle n
later than April 30 before the first day of the next fiscal vear,
reduce the assumed rate of return:
hir nder wri n reemen ween th i
and the board entered into under Section 27 of this article no later

than April 30 before the first day of the next fiscal year,
prospectively restore all or part of any benefit reductions or

reduce increased employee contributions, in each case made after
h r 2017 eff iwv : an
4 fourth, accelerate the payoff year of the existin
liability loss layers, including the legacy liability, by
leratin h 1 liabili 1 1 rg fir n
amortization pericd that is not less than 10 vears from the first
day of the fiscal year beginning 12 months after the date of the
risk sharing wval ion in which the liabili 1 1 r i
first recognized.
{dy TIf the funded ratio is:
1 1 r gr r than 1 rcen
(A) all existing liability layers, including the
legacy liability, are considered fully amortized and paid:
B h 1i le fi 1 r i h £f r
for the legacy liability: and
{C) for each fiscal vear subsequent to the fiscal
ear described by Paragraph (B} of this subdiwvision, the corrider
midpoint shall be determined as provided by Section 9B({g) of this
article; and

2 reater than 100 percent in a written agreement
between the city and the pension system under Section 27 cof this
rticl h nsion m m r m r ntri ion r
increase pension benefits if, as a result of the action:
(A) the funded ratio is not less than 100

rcent: an
{(B) the city contribution rate is not more than
the minimum contribution rate.

Ex rovi ion (f f thi ion, if
an agreement under Subsection (d) of this section is not reached on
or before April 30 before the first day of the next fiscal year,

for he fir f the next fi 1 r th r hall r

member contributions and implement or increase cost of living
adjustments, but only to the extent that the city contribution rate
is set at or below the minimum contribution rate and the funded
ratio is not less than 100 percent.

(f) If any member contribution reduction or benefit
increase under Subsection (e) of this section has occurred within

the previous three fiscal years, the board may not make additional
] men nefi n h i ntri ion r m

to equal the minimum contribution rate.
Sec, 9K. CITY CONTRIBUTION RATE WHEN ESTIMATED CITY
NTRIBUTTION RATE FKQUAL T R _GREATER THAN RRIDOR MIDPCINT;

AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section governs
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the determination of the city contribution rate in a fiscal year
when the estimated city contribution rate is equal tc or greater
than the corridor midpoint.

(b Tf the estimated city contribution rate is:

{1) less than or egqual to the maximum contribution
rate for the corresponding fiscal year, the estimated city
contribution rate is the city contribution rate; or

{(2) except as provided by Subsection (d) or (e) of this

ion r r than the maximum ntri ion r for th
corresponding fiscal vear, the city contribution rate equals the
corridor midpeint achieved in accordance with Subsection (c) of
this section.

{(c) For purposes of Subsection (b) (2) of this section, the
following adjustments shall be applied sequentially to the extent
I ir r h im i ntri ion r 1
the corridor midpoint:

(1) first, if the payoff yvear of the legacy liability

was accelerated under Section 89D{c) of this article, extend the

payoff year of existing liability loss layers, by extending the
m r nt 1 1 ra fir £ff rn 1 r than
years from the first day of the fiscal year beginning 12 months
after the date of the risk sharing valuation study in which the
ligbili 1 1 r ig fir r nized; an

{(2) second, adjust the actuarial wvalue of assets to
the current market value of assets, if making the adjustment causes

h i ntri ion r r

(d) If the city contribution rate after adjustment under
Subsection (c) of this section is greater than the third guarter
line rate:

{1) the city contribution rate equals the third
guarter line rate; and

2 h xtent n r mply with ivision
(1) of this subsection, the city and the board shall enter into a
written agreement under Section 27 of this article to increase
member contributions and make other benefits or plan changes not
otherwise prohibited by applicable federal law or regulations.

If an reemen nder ion 2 f thi ion

is not reached on or before April 30 before the first day of the next

fiscal vear, before the start of the next fiscal vear to which the
i ntri ion r woul 1 h r h xten

necessary to set the city contribution rate equal to the third
guarter line rate, shall:

1 incr m r ntri ion n r
cost-of-living adjustments;

{(2) increase the normal retirement age; or

ki n ination of th ion horiz
under Subdivisions {1) and (2) of this subsection.
(fy TIf the city contribution rate remains greater than the
rridor mi int in th hird fi 1 r after ] men r
made in accordance with an agreement under Subsection {(d) {2) of
this section, in that fiscal year the city contribution rate equals
the corridor midpoint achieved in accordance with Subsection (g} of
this section.
Th i ntri ion r m h rridor
midpoint under Subsection (f) of this section by:

{1) in the risk sharing valuation study for the third
fi 1 r ri ion (f f thi ion i in
the actuarial wvalue of assets to equal the current market value of
assets, if making the adjustment causes the ¢ity contribution rate

r i an
{2) under a written agreement entered intc between the
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city and the board under Section 27 of this article:

(A) increasing member contributions; and
(B) meking any other benefits or plan changes not
herwi rohibi 1i le £ ral law or r lation
(h) TIf an agreement under Subsection (g) (2) of this section
is not reached on or before April fore the first day of the next
fiscal year, before the start of the next fiscal year, the board, to
the extent necessary to set the city contribution rate equal to the
rridor mi in hall:
{1) increase member contributions and decrease
cost-of-living adjustments;
2 incr he normal retiremen ;: _or
{3) take any combination of the actions authorized
under Subdivisions (1) and (2) of this subsection.
F NILATERATL DECTSTONS AND ACTTONS PROHTBITED
{a) Notwithstanding Section 6(f) or 5B of this article, the board
may not change, terminate, or modify Sections 9 through 9E of this
article.
(b) Nc unilateral decision or action by the board is binding
n th i nd n nil ral ision or ion h i i
binding on the pension system with respect to the application of
Sections 9 through 9E of this article unless expressly provided by a
rovision of th ion Nothing in thi ion i
intended to limit the powers or authority of the board.
Sec. 9G. STATE PENSION REVIEW BOARD; REPORT. (a) After
r rin final risk sharing wval ion nder ion 932 or
9B of this article, the pension system and the city shall jointly
submit a copy of the studv or studies, as appropriate, to the State
Pension Review Board for rmination th h nsion m
and city are in compliance with this article.
(b) Not later than the 30th day after the date an action is
ken under ion 9D or 9F of thi rtigl h nsion m
shall submit a report to the State Pension Review Board regarding
any actions taken under those sections.
{(c) The State Pension Review Board shall notify the
governor, the lieutenant governor, the speaker of the house of
repr n iwv n he legiglativ mmi havin rincipal
jurisdiction over legislation governing public retirement systems
if the State Pension Review Board determines the pension system or
the city is not in compliance with ion hr h 9F of thi
article.
SECTION 2.12. Article 6243g-4, Revised Statutes, is amended
by adding Section 102 to read as follows:
Sec. 10A. REPORT ON INVESTMENTS BY INDEPENDENT INVESTMENT
CONSULTANT. (a) At least once every three years, the board shall
hir n_in ndent inv men nsultan includin I

independent investment consulting firm, to conduct a review of
pension system investments and submit a report to the board and the

i ncernin h review, The in ndent inwv men nsultan
shall review and report on at least the following:
1 the pension system's compliance with its

investment policy statement, ethics policies, including policies
concerning the acceptance of gifts, and policies concerning insider
radin

(2) the pension system's asset allocation, including a
review and discussion of the various risks, objectives, and
X hid r h flows;

{3) the pension system's portfolio structure,
including the system's need for liquidity, cash income, real
I rn nd inflation pr ion an h iv iv r index

approaches for different portions of the portfolio;
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4 investment manager performance reviews and an
evaluation of the processes used teo retain and evaluate managers:
5 benchmarks used for each asset class and
individual manager;
{6) evaluation of fees and trading costs:
7 val ion of any lever foreign exchan r
other hedging transaction; and
{(8) an evaluation of investment-related disclosures
in th nsion m"' nnual r r
b When the board retains an independent investment
consultant under this section, the pension system may require the
ngultan r in writin maintain th nfidentiali f:
{1) information provided to the consultant that is
reasonably necessary to conduct a review under this section; and
2 ny non lic information provi for th nsion
system for the review.
{c) The costs for the investment report required by this

section must be paid from the fund.

SECTION 2.13. Sections 1l(a) and {(c), Article 6243g-4,
Revised Statutes, are amended to read as follows:

(2) A member who returns to service after an interruption in
service is eligible for [emei+tted—ee] credit for the previous
service to the extent provided by Section 17 or 19 of this article.

(c) A member may not have any service credited for unused
sick leave, vacation pay, [ex] accumulated overtime, or eguivalent
types of pay until the date the member retires, at which time the
member may apply some or all of the service to satisfy the
requirements for retirement, although the member otherwise could
not meet the service requirement without the credit.

SECTION 2.14. Section 12, Article 6243g-4, Revised
Statutes, is amended by amending Subsections (a), (b), (c), (d4),
{e), (h}, and (i) and adding Subsections ({(b-1), (b-2), (b-3),

{c-1), (c=2), (3}, (k), (1), and (m) to read as follows:

{(a) A member who separates from service after attaining
normal retirement age [earning20—er—more—years—ofservice] is
eligible to receive a monthly service pension, beginning in the
month of separation from service. A member who separates from
service as a classified police officer with the city after November
23, 1998, after earning 10 or more but less than 20 years of service
in [eay—e£f] the [eityls] pension gsystem [systems] and who complies
with all applicable requirements of Section 19 of this article is
eligible to receive a monthly service pension, beginning in the
month the individual attains normal retirement [&#8—rears—ef] age.
An individual may not receive a pension under this article while
still an active member [—exeept—as—provided by Subseetion{£}of
£hig—geetion]. All service pensions end with the month in which the
retired member dies. The city shall supply all personnel,
financial, and payroll reccrds necessary to establish the member's
eligibility for a benefit, the member's credited service, and the
amount of the benefit. The city must provide those records in the
format specified by the pension system.

(b) Except as otherwise provided by this section, including
Subsection (b-3) of this section, the monthly service pension of a
member who:

(1) is hired before October 9, 2004, including a
member hired before October 9, 2004, who inwvoluntarily separated
from rvi h n _retr ively rein nder
arbitration, civil service, or a court ruling, [thet—lecemes—due
afterMay—3—20864+] is equal to the sum of:

fA) 2.75 percent of the member's final average

[setad—dixeer] pay multiplied by the member's years or partial
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years of service [er—if—the—member—retired—befere—November—24-
- T —] for [e=eh—ef] the
member's first 20 years of service; and
{B) [+pros—earr—eadditienmnt] two percent of the
member's final average [+etat—diweer] pay multiplied by the
m r' r r rtial r £ rvi for the m r' r hif
service in excess of the 20 years of service described by Paragraph
{(A) of this subdivision: or
2 X rovi ivision (1 f thi
subsection and subject to Subsection (b-3) of this section, is
hired or rehired as an active member on or after October 9, 2004, is
ecqual to the sum of:
(B) 2.25 percent of the member's final average

pay multiplied by the member's years or partial years of service for
he m r's fir 2 r £ rvigce; an

B two percent of the member's final average pa
multiplied by the member's years or partial years of service in
excess of 20 vears of service described by Paragraph (A) of thlS
subdivision [fer—er 2 oy
eempﬁ%ed—%e—%he—ﬁeafes%—eﬁe—%weiffh—ef—a—yeaf]
(b 1! A member who [

»et] begins
to receive a monthly service pension g_gg__ﬁgbggg;;gg_ibli_l_g_
this section shall alsc receive a one-time lump-sum payment of
$5,000 at the same time the first monthly pension payment is made.
The lump-sum payment under this subsection is not available to a
member who has previously received a $5,000 payment under this
section or Section 16 of this article. A member described by

ion 2 £f thi ion m n r iv he lump-sum
payment described by this subsection.

b-2 For purposes of Subsections (b) and {(b-1) of this

ion rtial r hall m he near ne-twelfth
of a year.

b-3 A member's monthly service pension determined under
Subsection (b) (2) of this section may not exceed 80 percent of the
member's final average pay.

(c) i ion =2 f thi ion innin
with the fiscal vear ending June 30, 2021, the [®ke] pension payable
to a [eaeh] retired member gor survivor who is 55 vears of age or
older as of April 1 of the applicable fiscal year, a member or
survivor who received benefits or survivor benefits before June 8,
1995, or a survivor of an active member who dies from a cause
connected with the performance of the member's duties [ef—the
penstes—syasem] shall be adjusted annually, effective April 1 of
each year, upward at a rate equal to the most recent five fiscal

rs' sm h r rn rmin h ngion m

actuary, minus 500 basis points [&we—thimds—ef——apy—pereertadge

;-G 3 -“'G- - v = - - 5 -;-‘ 3 7 o 3 H

1 . . ] \ indesx] .
(c-1) Subject to Subsection (¢c-2) of this section, for the
pension system's figscal years ending June 30, 2018, June 30, 2019,

and June 30, 2020, the pensiocon payable to each retired member or

survivor who is 70 vears of age or older shall be adjusted annually,
effective April 1 of each year, upward at a rate egual to the most
recent five fiscal years' smoothed return, as determined by the
pension system actuary, minus 500 basis points.

=2 Th rcen r I ri ion I

{c-1) of this section may not be less than zero percent or more than
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four percent, irrespective of the return rate of the pension
system's investment portfelio.

{(d) A retired member who receives a service pensiocn under
this article is gligible [estitded] to receive an additional amount
each month equal to $150, beginning on the later of the date the
retired member's pension begins or the date the first monthly
payment becomes due after June 18, 2001, and continuing until the
end of the month in which the retired member dies. This amount is
intended to defray the retired member's group medical insurance
costs and will be paid directly by the fund to the retired member
for the retired member's lifetime.

(e) At the end of each calendar year beginning after 1998,
and subject to the conditions provided by this subsection, the
pension system shall make a 13th benefit payment to each member or

rvivor who is hir r rehir for r 2004, includin
member hired or rehired before October 9, 2004, who was reinstated
under arbitration, civil service, or a court ruling after that
date, and [pe=sewn] who is receiving a service pension. The amount
of the 13th payment shall be the same as the last monthly payment
received by the retiree or survivor before issuance of the payment,
except the payment received by any person who has been in pay status
for less than 12 months shall be for a prorated amount determined by
dividing the amount of the last payment received by 12 and
multiplying this amount by the number of months the person has been
in pay status. The 13th payment may be made only for those calendar
years in which th nsion

greater [+

(h) Final average [Average—ftetal—direet] pay for a member
who retires after participating in a phase-down program in which
the member receives a periodic payment that is generated from the
member's accumulated sick time, wvacation time, and overtime
balances shall be based on the final average pay the member received
n th rlier of th :
(1) immediately preceding the date the member began

phase-down participation: or

2 if the m r n_ DRQP rtici ion on or after
the vear 2017 effective date, the member began participation in

DROP [highest—payperied—exeluding any poy—fereovertime—weorle—in

(i) The computation of final average [fetal—direet] pay
shall be made in accordance with procedures and policies adopted by
the board.

(i) A member participating in the phase-down program,
defined in the 2011 labor agreement between the city and the police
officers" union, who has separated from service is eligible to
receive a monthly serwvi nsion if the m
normal retirement age. Notwithstanding any other law, a member
participating in option A or B of the phase—-down program whose
effective date of entry intc DROP is on or before the year 2017
effective date is, on exiting the phase-down program and separating

from service, eligible to receive a monthly service pension egual
h moun redi he m r's DROP n nder ion

14(d) of this article immediatelyv before the member separated from
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service.

(k) TIf a member is hired on or after October 9, 2004, the
member may elect to receive a partial lump-sum optional payment
equal to not more than 20 percent of the actuarial value of the
member's accrued pension at retirement. The lump-sum pavment under

hi ion shall riallv n ral, Notwith ndin n
other law, if a member elects to receive a lump-sum payment under
this subsection, the wvalue of the member's monthly service pension

hall r riall refl he lump-sum n

(1) 2 member who is receiving workers' compensation
payments or who has received workers' compensation and subsegquently
retir r in rtici ion in DROP will hav he m r'
pension or DROP benefit, as applicable, calculated on the pay that
the member would have received had the member not been receiving
workers'! mpen ion nefi

(m) For a member who is promoted or appointed to a pesition
above the rank of captain on or after the year 2017 effective date,
the member's monthly service pension and member contributions shall
be based on, as determined by the board:

1 he m r' for th ition the m r hel
immediately before being promoted or appointed: or
(2) the pay of the highest civil rank for classified
13 fficers for th m rs who have n rior rvi with th
city, which pay must be calculated based on the three-year average
prior to retirement.

SECTICN 2.15. Section 14, Article 6243g-4, Revised
Statutes, is amended by amending Subsections (b), {(c), (d), (e),
{(£-1), (h), (i), (k), and (1) and adding Subsections (c-1) and (c-2)
to read as follows:

(b) BAn active member who was hired before October 9, 2004,
including a member hired before October 9, 2004, who has been
rein nder arbitration ivil rvi r rt rulin
after that date, and has at least 20 years of service with the
police department may file with the pension system an election to
participate in DROP and receive a DROP benefit instead of the
standard form of pension provided by this article as of the date the
active member attained 20 vears of gservice. The election may be
made, under procedures established by the board, by an egligible
active member who has attained the required vyears of service. A
DROP election that is made and accepted by the board may not be
revoked [befere—the—memberls—separation—from——service].

{c) The monthly service pension or [emd] death benefits of
an active member who i DRQP rtici
this article as it existed immediately before the year 2017
effective date remain accrued.

=1 The monthl rvi nsion or h nefi f an
active member who becomes a DROP participant on or after the vear
2017 effective date will be determined as if the [#etiwe] member had
separated from service and begun receiving a pension on the
effective date of the member's DROP election and the [—Fhe—aetive]
member does not retire but does not accrue additional service
credit beginning on the effective date of the member's entry into
DROP.

(c-2) For a member who exits DROP on or after the year 2017
effective date:

(1) any [the—eleetien—ard] increases in the member's
pay that occur on or after th ff iwv f the m

into DROP [+het—d=te] may not be used in computing the [#etive]
member's monthly service pension: and

{2) anv[—except—as—providedly—Subsection—{1—cf+thin
seetdrenr—but] cost-of-living adjustments that occur on or after the
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effective date of the member's entry into DROP [Ehat—dete] and that
otherwise would be applicable to the pension will not be made during
the time the member participates in DROP.

(d) The member's DROP benefit is determined as provided by
this subsection and Subsection (e) of this section. Each month an
amcount equal to the monthly service pension the active member would
have been eligible [emeitied] to receive if the active member had
separated from service on the effective date of entry intoc DROP,
less any amount that is intended to help defray the active member's
group medical insurance costs as described by Section 12 (d) of this
article, shall be credited to a notional DROP account for the active

member [ —ad—each—menth—ar—ameount—egial—to—the—monthly

roctoral—PROP—weeeunt] . In any year in which a 13th payment is made
to retired members under Section 12{(e) of this article, an amount
equal to the amount of the 13th payment that would have been made to
the DROP participant if the DROP participant had retired on the date
of DROP entry will be credited to the DROP account.

(e) As of the end of each month an amount is credited to each

active member's notional DRQOP account at the rate of one-twelfth of
a hypothetical earnings rate on amounts in the account. The
hypothetical earnings rate is determined for each calendar year
based on the compounded average of the aggregate annual rate of
return on investments of the pension system for the five
consecutive fiscal years ending June 30 preceding the calendar year
to which the earnings rate applies, multiplied by 65 percent. The
hypothetical earnings rate may not be less than 2.5 percent [#ere].

(f-1) If a DROP participant separates from service due to
death, [=#€] the participant's surviving spouse is eligible [pe=se=
enEitted] to receive benefits under Sections 16 and 16A of this
article and the surviving spouse may elect to receive [dees—smet
revoke—the—PROP—e=tlection] the DROP benefit [meybe—reeceived] in the
form of an additional annuity over the life expectancy of the
surviving spouse.

(h) Instead of beginning to receive a service pension on
separation from service in accordance with Section 12 o¢of this
article, a retired member who is a DRQP participant may elect to
have part or all of the amount that would otherwise be paid as a
monthly service pension, less any amount required to pay the
retired member's share of group medical insurance costs, credited
to a DROP account, in which case the additional amounts will become
eligible to be credited with hypothetical earnings in the same
manner as the amounts described by Subsection (g) of this section.

On and after the year 2017 effective date, additional amounts may
In redi DROP n nder thi ion. An

amounts credited under this subsection before the year 2017
effective date shall remain accrued in a retired member's DROP
account.,

(i) A retired member who has not attained age 70-1/2,
whether or not a DROP participant before retirement, may elect to
have part or all of an amount equal to the monthly service pension
the retired member would otherwise be entitled to receive, less any
amount required to pay the retired member's share of group medical
insurance costs, credited to a DROP account, in which case the
amounts will become eligible to be credited with hypothetical
earnings in the same manner as the amcunts described by Subsection
{g) of this section. On and after the year 2017 effective date,
additional amounts mav not be credited to a DROP account under this

ion, An moun redi nder thi ion for h

year 2017 effective date shall remain accrued in a retired member's
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(k) If a retired member who is [e=—wes] a DROP participant is
rehired as an employee of the police department, any pension or DROP
distribution that was being paid shall be suspended and the monthly
amount described by Subsection (d) of this section will again begin
to be credited to the DROP account while the member continues to be
an employee. If the member's DROP account has been completely
distributed, a new notional account may not [wiFF] be created and
the monthly amcunt described by Subsection (d)} of this secticn may
n redi DROP n n half of the m r [+e

(1) The maxim n r of r n ive m r m
rtici in DRQP is 2 r Ex rovi hi
subsection, after the DROP participant has reached the maximum
n r of r f DROP rtici ion pr ri hi

subsection, including DROP participants with 20 vears or more in

DROP on or before the year 2017 effective date, the DROP participant
m n r iv he monthl rvi nsion th w redi

notional DROP account but may receive the hypothetical earnings

rate stated in Subsection (e) of this section. Notwithstanding the
r in I r's DROP n lan for h r 2017

effective date may not be reduced under the preceding provisions of

this subsection [Fre—PBREP—account—efeeeh PROP partieipant—who—was

SECTION 2.16. Section 15, Article 6243g-4, Revised
Statutes, is amended by amending Subsections (a), (b), (c), {(d),
{e), and {i) and adding Subsections (a-1), (c-1), {1), (m), and (n)
to read as follows:
(a) An active member who becomes totally and permanently
incapacitated for the performance of the member's duties as a
result of a bedily injury received in, or illness caused by, the
performance of those duties shall, on presentation to the board of
proof of total and permanent incapacity, be retired and shall
receive an immediate duty-connected disability pension equal to:x
{1) for members hired or rehired before Octcber 9,
2004, the greater of 55 percent of the member's final average [+eted:
direet] pay at the time of retirement or the member's accrued
service pension; or
(2) for members hired or rehired on or after October 9,

2004, the greater of 45 percent of the member's:
{A) final average pay at the time of retirement;

or
(B) accrued service pension.
(a-1) If the injury or illness described by Subsection (a)

of this secticn invelves a traumatic event that directly causes an
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immediate cardiovascular condition resulting in a total

disability, the member is eligible for a duty-connected disability
pension. A disability pension granted by the board shall be paid to
the member for the remainder of the member's life, [er»—fe=] as long
as the incapacity remains, subject to Subsection (e} of this
section, If a member is a DROP participant at the commencement of
the member's disability, the member shall have the option of
receiving the DROP balance in any manner that is approved by the
board and that satisfies the requirements of Section 401 (a) (9) of
the code and Treasury Regulation Section 1.104-1(b) (26 C.F.R.
Section 1.104-1) and is otherwise available to any other member
under this article.

(b) A member [with—to—vears—er—mere—ef—eredited—geryiae] who
becomes totally and permanently incapacitated for the performance
of the member's duties and is not eligible for either an immediate
service pension or a duty-connected disability pensicon is eligible
for an immediate monthly pension computed in the same manner as a
service retirement pension but based on final average [+etad
gi+weet] pay and service accrued to the date of the disability. The
pension under this subsection may not be less than:

1 for members hired before October 9, 2004
including a member who involuntarily separated from service but has

n retr ively rein nder arbitration ivil rvi r

a court ruling, 27.5 percent of the member's final average [+tetat
direet] pay; or

2 X rovi ivision (1 f thi
subsection, for members hired or rehired on or after October 9,
2004, 22.5 percent of the member's final averade pav.

(c) A member hired or rehired before Qctober 8, 2004, who
becomes eligible [emeseted] to receive a disability pension after

November 23, 1998, is eligible [emtitded] to receive:

1 ] ion -1 £ thi ion, a
one-time lump-sum payment of $5,000 at the same time the first
monthly disability pension payment is made, but only if the member
has not previocusly received a 55,000 payment under this section or
Section 12 of this article; and

{2) [+—Fhe—xetired—member—ghall—also—receivye] an
additional amount each month equal to $150, beginning on the later
of the date the pension begins or the date the first monthly payment
becomes due after June 18, 2001, and continuing as long as the
disability pension continues, to help defray the cost of group
medical insurance.

{c-1) For any year in which a 13th payment is made to retired
members under Section 12(e) of this article, a 13th payment,
computed in the same manner and subject to the same conditions,
shall also be paid to members who have retired under this section.

(d) A person may not receive a disability pension unless the
person files with the board an application for a disability pension
not later than 180 days after the date of separation from service,
at which time the board shall have the person examined, not later
than the 90th day after the date the member files the application,
by a physician or physicians chosen and compensated by the board.
The physician shall make a report and recommendations to the board
regarding the extent of any disability and whether any disability
that is diagnosed is a duty-connected disability. Except as
provided by Subsection (j) of this section, a person may not receive
a disability pension for an injury received or illness incurred
after separation from service. In accordance with Section 6(g) of

this article, the board mayv, through its presiding officer, issue
r ind r h xamine witn n mpel witn

to testify as to any matter affecting retirement, disability, or
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death benefits under any pension plan within the pension system.

(e) A retired member who has been retired for disability is
subject at all times to reexamination by a physician chosen and
compensated by the board and shall submit to further examination as
the board may require. If a retired member refuses to submit to an
examination, the board shall [me&¥] order the payments stopped. If a
retired member who has been receiving a disability pension under
this section recovers so that in the opinion of the board the
retired member is able to perform the usual and customary duties
formerly performed for the police department, and the retired
member is reinstated or offered reinstatement to the position, or

1rgg hy gng;hgr lgw gnfgrggmgn; ggg o114 to a gg_pg_gh_g p031t10n
__ o o a = = : o
he%d—a%—the—%&me—eé—ﬁepafa%tEﬁ—frem—ﬁertee], the board shall order
the member's disability pension stopped. A _member may apply for a
normal pension benefit, if eligible, if the member's disability

benefit payments are stopped by the board under this subsection.
(i) Effective for payments that become due after April 30,

2000, and instead of the disability benefit provided by Subsection
{a) or[+] (b) [—ex—tk}+] of this section, a member who suffers a
catastrophic injury shall receive a monthly benefit equal to 100
percent of the member's final average [+etat—diwmeet] pay determined
as of the date of retirement n he m r's DROP lan if an

1 A disabilit ension may not be paid to a member for an
disability if:

1 h i ili r 1 from an intentionall
self-inflicted injury or a chronic illness resulting from:
{(A) an addiction by the member through a

rotr r f non- r in ion of alcohol, nar i
or prescription drugs not prescribed to the member; or
B other substance abuse:; or
2 X rovi ion (m £f thi
section, the disability was a result of the member's commission of a
felony.

The board may waive Subsection (1) (2} of this section if
the board determines that facts exist that mitigate denying the
m r' 13 ion for i 114 nsion

(n) A person who fraudulently applies for or receives a
disability pensicon may be subiject to criminal and ciwil
prosecution.

SECTION 2.17. Section 16, Article 6243g-4, Revised
Statutes, 1s amended to read as follows:

Sec. 16, RIGHTS QF SURVIVORS., (a) For purposes of this
article, a marriage is considered to exist only if the couple is
lawfully married under the laws of a state, the District of

1 i ni rritor r foreign jurigdiction an
the marriage would be recognized as a marriage under the laws of at
1 n ion r rri f th

_ggé_d_gag_g__ggm;g;;g [marrtage—tﬁ—feeefde&—tﬁ—the—feeefds—ef—the

perfefmed] In the case of a common-law marriage, a marriage
declaration must be signed by the member and the member's
common-law spouse before a notary public or similar official and
recorded in the records of the applicable jurisdiction [eeumty
eterkls—eoffiee—in—the—eourty] in which the couple resides at the

commencement of the marriage. 1In addition, a marriage that is
evidenced by a declaration of common-law marriage signed before a
notary public or similar official after December 31, 1999, may not
be treated as effective earlier than the date on which it was signed
before the notary public or similar official.

(b) If a retired member dies after becoming eligible for
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[entitted—+e] a service or disability pension, the board shall pay
an immediate monthly benefit as follows:

(1) to the surviving spouse for life, if there is a
surviving spouse, a sum equal to the pension that was being received
by the retired member at the time of death;

{2) to the guardian of any dependent child under 18
years of age or a child with a disability as long as the dependent
child complies with the definition of dependent child under Section
2(7) of this article [ehitdx=er], on behalf of the dependent child
[ekitdrern], or directly to a dependent child described by Sectiocn
2{(7N) (B) of this article, and if there is no spouse eligible for
[eptitted—te] an allowance, the sum a surviving spouse would have
received, to be divided equally amcng all [£hke] dependent children
if there is more than one dependent child; or

(3) to any dependent parents for life if no spouse or
dependent child is eligible for [emtitted—%te] an allowance, the sum
the spouse would have received, to be divided equally between the
two parents if there are two dependent parents.

(c) If an active [=] member of the pension system who has not
completed 20 [+8] vears of service in the police department is
killed or dies from any cause growing out of or in consequence of
any act clearly not in the actual performance of the member's
official duty, the member's surviving spouse, dependent child or
children, or dependent parent or parents are gligible [emtitied] to
receive an immediate benefit. The benefit is computed in the same
manner as a service retirement pension but is based on the deceased
member's service and final average [tetal—direet] pay at the time of
death. The monthly benefit may not be less than:

f1) 27.5 percent of the member's final average [fetat
giweets] pay for members hired before October 9, 2004, including a
member who involuntarilv separated from service but has been
retr ively rein nder arbitration iwvil rvi r
court ruling; or

{(2) 22.5 percent of the member's final average pav for
members hired or rehired on or after Octcber 9, 2004.

(e) If any active member is killed or dies from any cause
growing out of or in consequence of the performance of the member's
duty, the member's surviving spouse, dependent child or children,
or dependent parent or parents are eligible [ertitled] to receive
immediate benefits computed in accecrdance with Subsection (b) of
this section, except that the benefit [peyeakbie—to—the—speonser—or—te

] iy £ 1 ; i Bild hitd e iy .

Seerhrpg—Sperre—ar—goependent—ciitdy] is equal to 100 percent of the
member's final average [+tetal—direet] pay, computed as of the date
of death.

(f) A surviving spouse who receives a survivor's benefit
under this article is egligible [emtitled] to receive an additional
amount each month equal to $150, beginning with the later of the
date the first payment of the survivor's benefit is due or the date
the first monthly payment becomes due after June 18, 2001, and
continuing until the end of the month in which the surviving spouse

dies.

(g) A surviving spouse or dependent who becomes eligible to
receive benefits with respect to an active member who was hired or
rehired before October 9, 2004, who dies in active service after
November 23, 1998, is eligible [emtitded] to receive a cone-time
lump-sum payment of $5,000 at the time the first monthly pension
benefit is paid, if the member has not already received a $5,000
lump-sum payment under Section 12 or 15(¢) of this article. If more
than one dependent is eligible to receive a payment under this
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subsection, the $5,000 shall be divided equally among the eligible
dependents. This payment has no effect on the amount of the
surviving spouse's or dependents' monthly pension and may not be
paid more than once.

(h) The monthly benefits of surviving spouses or dependents
provided under this section, except the $150 monthly payments
described by Subsection (f) of this section, shall be increased
annually at the same time and by the same percentage as the pensions
of retired members are increased in accordance with Section 12 (c)
or 12({c-1) of this article. Also, for any year in which a 13th
payment is made pursuant to Section 12(e) of this article, a 13th
payment, computed in the same manner an i h In
conditions, shall also be made to the survivor [suewiyers] who is

eligible [are—entitled] to receive death benefits at that time if
he m r would hav n entitl 13th I if living.

(i) If a member or individual receiving a survivor's pension
dies before meonthly payments have been made for at least five years,
leaving no person otherwise eligible [emtitied] to receive further
monthly payments with respect to the member, the monthly payments
shall continue to be made [fe—the—desigrated—beneficiprey—of—the
member—or—surviver;—or—teo—the—estote—of thememberorsurviver—if o
renefieimey—pars—not—desigratedy] in the same amount as the last
monthly payment made to the member or[+] survivor [+—ex—estates]
until payments have been made for five years with respect to the
member. The payments shall be made to the spouse of the member, if
livin nd if n is liwvin he n ral or
children of the member, to be divided equally among the children if
the member has more than one child. If the member has no spouse or
children who are living, the benefift mav not be paid. If the member

dies after becoming eligible to receive benefits [wes+sed] but

before payments begin, leaving no survivors eligible for benefits,
the amount of each monthly payment over the five-year period shall
be the same as the monthly payment the member would have received if
the member had taken disability retirement on the date of the
member's death and shall be paid to the member's spouse or children
in the manner provided by this subsection. If the member has no
spouse or children who are living, then the benefit mav not be paid

[ PN S, Ao e o o S o a a o o - o mambael o o o

The member's estate or a beneficiary who is not a survivor or
dependent is not eligible [emtitted] to receive the payment
described by Subsection (g} of this section.

(i) A benefit payment made in accordance with this section

on behalf of a minor or other person under a legal disability fully

ischar h nsion m' 1i ion h rson
(k) 2 retired member or surviving spouse may designate a
beneficiary on a form prescribed by the pension system to receive
he final monthl n W n b iwv for he m r'

or surviving spouse's death.
1 The board may at any time require a person receivin

death benefits as a disabled child under this article to undergo a
medical examination by a physician appointed or selected by the
rd for th r

SECTION 2.18. Section 16A, Article 6243g-4, Revised
Statutes, 1s amended to read as follows:

Sec, 16A. BENEFICIARY DESIGNATION FOR DROP, (a) Except
for the marriage requirement described by Section l6(a) of this
article, the [®ke] provisions of Section 16 of this article
pertaining to rights of survivors do not apply to an amount held in
a member's DROP account. A member who participates in DROP may
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designate a beneficiary in the form and manner prescribed by or on
behalf of the board to receive the balance of the member's DROP
account in the event of the member's death, as permitted by Section
401 {a) {9) of the code and the board's policies. A member who is
married is considered to have designated the member's spouse as the
member's beneficiary unless the spouse consents, in a notarized
writing delivered to the beard, to the designation of another
person as beneficiary. If no designated beneficiary survives the
member, the board ghall [may¥] pay the balance of the member's DROP
account to the member's beneficiaries in the following order:

(1) to the member's spouse;

{2) if the member does not have a spouse, to each
natural or adopted child of the member, or to the guardian of the
child if the child is a minor or has a disability, in equal shares;

(3) if the member does not have a spouse or any
children, to each surviving parent of the member in equal shares; or

(4) if the member has no beneficiaries described by
Subdivisions (1), (2), and (3) of this subsection, to the estate of
the member.

(b) If a member names a spouse as a beneficiary and is
subsequently divorced from that spouse, the divorce voids the
designation of the divorced spouse as the member's beneficiary. A
designation of a divorced spouse will cause the board to pay any
balance remaining in the member's DROP account in the order
prescribed by Subsection (a) of this section.

Th rvivin m ign neficiar n
form prescribed by the pension system to receive the balance of the
DROP account owed but not received before the surviving spouse's
death.

{d) Payment of the balance of the member's DROP account made

in accordance with this section on behalf of a minor or other perscn
nder 1 1 di ildi full ischar h nsion m'
obligation to that person.

SECTION 2.19. Section 17, Article 6243g-4, Revised
Statutes, is amended by amending Subsections (b), (d), and (e} and
adding Subsection (i) to read as follows:

(b) A member of the pension system who has not completed 20
years of service at the time of separation from service with the
police department is eligible for [emtitled—+%e] a refund cf the
total of the contributions the member made to the pension system,
plus any amount that was contributed for the member by the city and
not applied in accordance with this section to provide the member
with 10 years of service. The refund does not include interest, and
neither the city nor the member is eligible for [efrettded—te] a
refund of the contributions the city made on the member's behalf,
except as expressly provided by this subsection. By receiving the
refund, the member forfeits any service earned before separation
from service, even if it is otherwise nonforfeitable.

(d) A member must apply to the board for a refund within one
year after the date of separation from service. Failure to apply
for the refund within the one-year period results in a forfeiture of
the right to the refund except for an inactive member who is
eligible for a pension [whese—pight—to—a—Persion—ig
ronforfeitable] . However, the board may reinstate any amount
forfeited and allow the refund on application by the former member.

(e) Heirs, executors, administrators, personal
representatives, or assignees are not eligible [emtitled] to apply
for and receive the refund authorized by this section [exeept—s
greovided by Seetion—te{el—of +thigartiele] .

i Former m rs reempl n or after r 2004
or current members who left service after October 8, 2004, if
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reemployed by the city, may purchase prior service credit at a rate

of interest equal to 2.25 percent per year. Active members hired
before October 9, 2004, who have not yet purchased pricr service
credit or members hired before Octcocber 89, 2004, who involuntarily
separated from service but have been retroactively reinstated under
rbitration iwvil rvi r rt ruling m rch rior
service credit at a rate of interest equal to 2.75 percent per year.
The beoard may adopt rules necessary to implement this section.

SECTICN 2.20. Section 18(a), Article 6243g-4, Revised
Statutes, is amended to read as follows:

(a) Except as provided by this section:

{l) credit may not be allowed to any person for service

with any department in the city other than the police department;
[ard]

(2) a person's service will be computed from the date
of entry into the service of the pelice department as a classified
police officer until the date of separation from service with the
police department; and

(3) a member who received service credit for service
with an rtment in th i her than th 13 rtmen n
who is receiving a monthly pension benefit or who began

participation in DROP before the yvear 2017 effective date shall
ntin haw h rvi redi lv.

SECTION 2.21. Sections 19(b) and (d), Article 6243g-4,
Revised Statutes, are amended to read as follows:

(b) A person who rejoins the pension system under this
section is eligible [emeteled] to receive service credit for each
day of service and work performed by the person in a classified
position in the police department, except for any peried during
which the person is a DROP participant. The board shall add service
earned after the transfer to the prior service the active member
accrued in a classified position in the police department.
However, the active member may not receive service credit under
this article, except to the extent provided by Section 18, for
service performed for the city other than in a classified position
in the police department.

(d) When a member who has transferred as described by this
section subsequently retires, the retired member is gligible for
[ertitted—+te] a pension computed on the basis of the combined
gservice described by Subsection (b) of this section, after
deducting any period in which the member was suspended from duty
without pay, on leave of absence without pay, separated from
service, or employed by the city in a capacity other than in a
classified position in the police department.

SECTION 2.22. Section 21, Article 6243g-4, Revised
Statutes, is amended toc read as follows:

Sec. 21. DETERMINATION OF BENEFITS; PROVISICON OF
INFORMATION. (a) The board may require any member, survivor, or
other person or entity to furnish information the beoard requires
for the determination of kbenefits under this article. If a person
or entity does not cooperate in the furnishing or obtaining of
information required as provided by this section, the board may
withhold payment of the pension or other benefits dependent on the
information.

(b) The city, not later than the 14th day after the date the
city receives a request by or on behalf of the board, shall, unless

herwi rohibi law 1 h nsion m with
personnel, payroll, and financial records in the city's possession
that the pension svstem determines necessarv to provide pension
inistratiwv nd f3i iar rvi nder thi ion
establish beneficiaries' eligibility for any benefit, or to
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determine a member's credited service or the amount of any
benefits, including disabilitv benefits, and such other
information the pension system may need, including:
(1) information needed to verify service, including

the following information:

A h rson i worn in ition;

(B) the days a person is under suspension;

(C) the days a person is absent without pay,

includin h rson i nm rni leave;

(D) the date of a person's termination from

employment; and
E h f rason's reempl nt with th
citv;
(2) medical records:
workers' mpen ion r r n information;
{4) pavrell information;
{5) information needed to verify whether a member is
on military leave; and
(6) information regarding phase-down participants,
including information rel ntr n h —down plan
c The city shall provide any information that may be
reasonably necessary to enable the pension system to comply with
inistrativ rvi h nsion m rforms for th i
reasonably necessary to obtain any ruling or determination letter
from the Internal Revenue Service.
The information prowvi h i hall
transmitted to the pension system electronically in a format
specified by the pension system, to the extent available to the
i r in writing if r n half of th nsion m

{e) The pension system shall determine each member's

credited service and pension benefits on the basis of the personnel
nd financial r r £ th i n he r r £ th nsion
system.

SECTION 2.23. Section 23, Article 6243g-4, Revised
Statutes, is amended to read as follows:

Sec. 23. MEMBERS IN MILITARY SERVICE. (a} A member of the
pension system engaged in active service in a uniformed service may
not be required to make the monthly payments into the fund and may
not lose any previous years' service with the city because of the
uniformed service. The uniformed service shall count as continuous
service in the police department if the member returns to the city
police department after discharge from the uniformed service as an
employee within the period reguired by the Uniformed Services
Employment and Reemployment Rights Act of 1994 (38 U.S.C. Section
4301 et seq.), as amended, and the uniformed service does not exceed
the period for which a person is gligible [emkitded] to have service
counted pursuant to that Act. Notwithstanding any other provision
of this article, contributions and benefits shall be paid and
qualified service for military service shall be determined in
compliance with Section 414(u) of the code.

(b) The city is required to make its payments intc the fund
on behalf of each member while the member is engaged in a uniformed
service. If a member who has less than 10 years of service in the
pension system dies directly or indirectly as a result of the
uniformed service, and without returning to active service, the
spouse, dependent children, dependent parent, or estate of the
member is eligible [emntitded] to receive a bhenefit in the same
manner as described by Section 16(c) of this article.

SECTICN 2.24. Section 24(b), Article 6243g-4, Revised
Statutes, is amended to read as follows:

(b) Payments due on behalf of a dependent child shall be
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paid to the dependent child's guardian, if any, or if none to the
person with whom the dependent child is living, except that the
board may make payments directly to a dependent child in an
appropriate case and withhold payments otherwise due on behalf of
any person if the beoard has reason to believe the payments are not
being applied on behalf of the person eligible [ertitled] to
receive them. The board may request a court of competent
jurisdiction to appeoint a person to receive and administer the
payments due to any dependent child or person under a disability.

SECTION 2.25. Section 25, Article 6243g-4, Revised
Statutes, is amended by amending Subsections (b), (c), (d), {(g).
and (h) and adding Subsections {c¢-1) and (h-1}) through (h-13) to
read as follows:

(b) A member or survivor of a member of the pension system
may not accrue a retirement pension, disability retirement
allowance, death benefit allowance, DROP benefit, or any other
benefit under this article in excess of the benefit limits
applicable to the fund under Section 415 of the code. The board
shall reduce the amount of any benefit that exceeds those limits by
the amount of the excess. If total benefits under this fund and the
benefits and contributions to which any member is eligible
[emeitted] under any other qualified plans maintained by the city
that employs the member would otherwise exceed the applicable
limits under Section 415 of the code, the benefits the member would
otherwise receive from the fund shall be reduced to the extent
necessary to enable the benefits to comply with Section 415.

(c) Subject to Subsection {(c-1) of this section, any
distributee [Arny—member—eor—surviver] Who receives [apy—distributien
that—3+as] an eligible rollover distribution [as—defiredby—Seetion
Lt d—ert—the—aade] is eligible [emedsdted] to have that
distribution transferred directly to another eligible retirement
plan of the digtributee'’s [memberls—er—surviveoria] choice on
providing direction to the pension system regarding that transfer
in accordance with procedures established by the board.

c-1 For purpcoses of Subsection {¢) of this section:

{1) "Direct rollover™ means a payment by the plan to
h ligible retiremen lan ifi h istri
(2) "Distributee™ means a member or a member's

surviving spouse or non-spouse designated beneficiary cor a member's
r former who J h ltern nder 1ifi

domestic relations order with regard to the interest of the spouse
or former spouse.

"Eligible retiremen lan" means:
(A) an individual retirement account as defined
by Section 408(a) of the code:
B n _indiwvi 1l retiremen nnui fin
by Section 408(b}) of the code:
{C) an annuity plan as described by Section

4 £ th

(D) an eligible deferred compensation plan as
defined by Section 457(b) of the code that is maintained by an
eligible employer as described by Section 457(e) (1) (A) of the code;

(E) an annuity contract as described by Section
403 (b} of the code:

(F) & qualified trust as described by Section

401 {(a) of the code that accepts the distributee's eligible rocllover

istri ion: an

{(G) in the case of an eligible rollover

distribution, for a designated beneficiary that is not the
surviving spouse, a spouse, or a former spouse who is an alternate
pavee under a qualified domestic relations order, an eligible

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

617116



S30/2017 Texas-2017-SB2190-Enrdlled

retirement plan means only an individual retirement account or

individual retirement annuity that is established for the purpose
of receiving the distribution on behalf of the beneficiary.
(4) "Eligible rollover distribution" means any

distribution of all or any portion of the balance to the credit of

h istri X h n eligible rollover distri ion
not include:

(A) any distribution that is cone of a series of
ntiall 1 riodi n n 1 fr ntl han
annually, made for life or life expectancy of the distributee or the

joint lives or jeint life expectancies of the distributee and the
istri ! ign neficiar r for ifi ri £
10 yvears or more;
(B) any distribution to the extent the
istri ion is r ir nder ion 401 f£f th i _or
(C) anv distribution that is made on hardship of

the employee.
(d) The annual compensation for each member [+tetadi—satery]

taken into account for any purpose under this article [fer—any
member—of—the—pensien——sayatem] may not exceed $200,000 for any vear
for an eligible participant, or for years beginning after 2001 for
an ineligible participant, or $150,000 a year before 2001 for an
ineligible participant. These dollar limits shall be adjusted from
time to time in accordance with guidelines provided by the United
States secretary of the treasury and must comply with Section

401 {a) {17) of the code. For purposes of this subsection, an
eligible participant is a person who first became an active member
before 1996, and an ineligible participant is a member who is not an
eligible participant.

(g) Distribution of benefits must begin not later than April
1 of the year following the calendar year during which the member
gligible for [em&itled—te] the benefits becomes 70-1/2 years of age
or terminates employment with the employer, whichever is later, and
must otherwise conform to Secticon 401 (a) (9) of the code.

(h) For purposes of adjusting any benefit due to the
limitations prescribed by Section 415 of the code, the following
provisions shall apply:

1 the 415(b) limitation with respect toc any member
who at any time has been a member in any other defined benefit plan
as defined in Secticon 414(j) of the code maintained by the city
shall apply as if the total benefits payable under all the defined

benefit plans in which the member has been a member were pavable
from on lan; an

{(2) the 415{(c) limitation with respect to any member
who at any time has been a member in any other defined contribution
lan fin in ion 414(3 f th maintain h i
shall apply as if the total annual additions under all such defined
contribution plans in which the member has been a member were
le from on lan
(h-1) For purpcses of adjusting any benefit due toc the
limitations prescribed by Section 415(b) of the code, the following
provisions shall apply:
{1) before January 1, 1995, a member may not receive an
nnual nefi h X he limi ifi in icon 41
of the code, subiject to the applicable adjustments in that section;
{(2) on and after January 1, 1995, a member may not
r iwv n_annual nefi h X h llar amoun ifi
in Section 415(b) (1) (A) of the code, subject to the applicable
adjustments in Section 415(b) of the code and subject to any
itional Jlimi h m ifi in th nsion m;
{3) in nc event mav a member's annual benefit pavable
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under the pension system, including anv DROP benefits, in any

limitation yvear be greater than the limit applicable at the annuity

starting date, as increased in subseguent years pursuant to Section
415{d) of the code, including regqulations adopted under that

section: and

4 he "annual nefit" mean nefi 1
annually in the form of a straight life annuity, with no ancillary
benefits, without regard to the benefit attributable to any

fter—tax empl ntri ion nl ri 1 nder
Section 415(n) of the code, and to rollover contributicns as
defined in Section 415(b) (2) (A) of the code. For purposes of this

ivigion he "benefi ri le" shall rmin in
accordance with applicable federal regulations.
(h-2) For purposes of adjustments to the basic limitation
nder ion 41 £ th in the form of nefi h
following provisions apply:

(1) if the benefit under the pension system is other
than the form specified in Subsections (h-1){1)-(3) of this
section, including DROP benefits, the benefit shall be adjusted so

h it i h ivalen f th nhual nefi ing £ r
prescribed in applicable federal requlations; and

(2) if the form of benefit without regard to the

mati nefit incr hil re is n raight 13if nnui
or a gqualified joint and survivor annuit Subdivision (1) of this
subsection is applied by either reducing the limit under Section
41 £f th 1i 1 h nnui rtin r
adjusting the form of benefit to an actuarially equivalent amount
determined by using the assumptions specified in Treasury
R lation ion 1,41 -1 2) (ii h k in n
the additional benefits under the form of benefit as follows:

() for a benefit paid in a form to which Section

417 {e}) {3} of the code does not apply, the actwarially equivalent
straight life annuity benefit that is the greater of:

(i) the annual amount of the straight life
annuity, if any, payvable to the member under the pension system
commencing at the same annuity starting date as the form of benefit

he m r or th nnual amoun f th raight 1if nnui
commencing at the same annuity starting date that has the same
actuarial present value as the form of benefit pavable to the
m r m in fiw recent inter mption or th
applicable statutory interest assumption; and

ii for vears prior to Januarv 1, 20092, the

13i le mortali 1 ri in Tr ry R lation
Section 1.417(e)-1(d) (2), and for years after December 31, 2008,

the applicable mortality tables described in Section 417 (e} (3) (B)
f th ; or

(B) for a benefit paid in a form to which Section

417{e) {3) of the code applies, the actuarially eguivalent straight
1if nnui nefi h i h I £:

(i) the annual amount of the straight life
annuity commencing at the annuity starting date that has the same
actuarial present value as the particular form of benefit pavable,
computed using the interest rate and mortality table, or tabular
£ r ifi in th lan for rial experience;

(ii) the annual amount of the straight life
annuity commencing at the annuity starting date that has the same

rial pr nt val h rticular form of nefi 1
computed using a 5.5 percent interest assumption or the applicable
statutory interest assumption, and for years prior to Januarv 1,

2 h 13 le mortali 1 for th istri ion under

Treasury Regulation Section 1.417(e}-1{d) (2), and for vears after
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December 31, 2008, the applicable mortality tables described in
Section 417(e) (3} (B) of the code; or
{iii) the annual amount of the straight
life annuity commencing at the annuity starting date that has the
same actuarial present value as the particular form of benefit
1 m in h 1i le inter r for th
distribution under Treasury Regulation Section 1.417(e}=-1{d) (3)
using the rate in effect for the month prior to retirement before
nuary 1, 2017 n in he r in eff for the fir £
the plan year with a one-year stabilization period on and after
danuary 1, 2017, and for years prior to January 1, 2009, the
13 le mortali 1 for th istri ion under Tr r
Regulation Section 1.417(e)-1{(d)(2), and for years after December
31, 2008, the applicable mortality tables described in Section
417 B f th ivi 1
(h—-3) The pension system actuary may adjust the limitation
under Section 415(b) of the code at the annuity starting date in
accordance with Subsections (h-1) and {(h-2) of this section.
(h-4) The following are benefits for which noc adjustment of
he limi ion in ion 41 f th is r ired:

1 any ancillary benefit that is not directly related

to retirement income benefits;
2 h rtion of anv join n rvivor annui h
constitutes a qualified jeint and surviveor annuity; and

{(3) any other benefit not required under Section
41 2 £ th nd r lation nder th ion

be taken into account for purposes of the limitation of Section
415({b) (1) of the code.
h- The followin rovision 1 her i men
of the limitation under Section 415(b) of the code:
{1) in the event the member's pension benefits become
1 for he m r in 2 r £ he limi
prescribed by this section shall be reduced in accordance with
federal regulations adopted under Section 415(b) of the code, so
that that limit, as reduced, equals an annual straight life annuity
benefit when the retirement income benefit begins, that is
ivalen 1 i nnual nefi innin
62 years of age;

(2) in the event the member's benefit is based on at
least 15 years of service as a full-time employee of any police or
fire department or on 15 years of military service, in accordance
with Sections 415(b) (2} (G) and (H) of the code, the adjustments

rovi for in ivigion (1 f thi ion m n ly: an

{(3) in accordance with Section 415(b) (2) (I) of the
code, the reductions provided for in Subdivision (1) of this

ion m n 1i 1 reretiremen i ili nefi
or preretirement death benefits.
(h-6) The following provisions of this subsection govern
] men f th fin nefi llar limi ion for nefi

commenced after 65 years of age:

(1) if the annuity starting date for the member's
benefit is after 65 years of age and the pension system does not
have an immediately commencing straight life annuity pavable at

h r f n h hid nefi mmencemen h
defined benefit dollar limitation at the member's annuity starting
date is the annual amount of a benefit pavable in the form of a

raight 1if nnui mmencin he m r' nnui rtin
date that is the actuarial equivalent of the defined benefit dollar
limitation, with actuarial equivalence computed using a five

rcent inter I mption an h 13 le mortali 1

for that annuity starting date as defined in Section 417 (e) (3) (B}
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of the code, expressing the member's age based on completed
calendar months as of the annuity starting date;

(2) if the annuity starting date for the member's
benefit is after age 65, and the pension system has an immediately

commencing straight life annuity pavable at both 65 yvears of age and
h hid nefi mmencemen h fin nefi llar

limitation at the member's annuity starting date is the lesser of
the limitation determined under Subdivision (1) of this section and
h fin nefi llar limi ion multipli he rati f
the annual amcunt of the adjusted immediately commencing straight
life annuity under the pension system at the member's annuity

rtin h nhual amoun f th i immedi 1
commencing straight life annuity under the pension system at 65
years of age, both determined without applying the limitations of
hi ion; an

{3) notwithstanding the other requirements of this

section:

(A) no adjustment shall be made to reflect the
probability of a member's death between the annuity starting date
n 2 r f r ween r £ n h nnui
starting date, as applicable, if benefits are not forfeited on the
death of the member prior to the annuity starting date; and

B h xten nefi re forfei n h
before the annuity starting date, the adjustment shall be made, and
for this purpose no forfeiture shall be treated as occurring on the
m r' h if th nsion m n har m rs for
providing a qualified preretirement survivor annuity, as defined in
Section 417(c) of the code, on the member's death.

(h-7) For the purpose of Subsection {(h-6} (2} of this
section, the adjusted immediately commencing straight life annuity
under the pension system at the member's annuity starting date is

h nnual amoun £ h annui 1 he m r m
disregarding the member's accruals after 65 years of age but
including actuarial adjustments even if those actuarial
adjustments are used to offset accruals, and the adjusted
immediately commencing straight life annuity under the pensicon

m r £ i h nhual amoun f th nnui h
would be payable under the pension system to a hypothetical member
who is 65 vears of age and has the same accrued benefit as the
member.,

(h-8) The maximum pension benefits pavable to any member who
has completed less than 10 vears of participation shall be the

moun rmin nder ion (h-1 f thi ion
adjusted under Subsection (h-2) or (h-5) of this section,

multiplied by a fracticn, the numerator of which is the number of

he m r' r £ rtici ion an h nomin r of which i
10. The limit under Subsection (h-9) of this section ceoncerning the
10,000 limi hall imilarly r for any m r who h

r 1 han 1 r bl rvi X he fr ion shall

determined with respect to years of service instead of years of
participation. The reduction provided by this subsection cannot
reduce the maximum benefit below 10 percent of the limit determined
without regard to this subsection. The reduction provided for in

hi ion m n 1i 1 reretiremen i ili
benefits or preretirement death benefits.

(h—-9) WNotwithstanding Subsection (h-8} of this secticn, the
pension benefit pavable with respect to a member shall be deemed not
to exceed the limit provided by Section 415 of the code if the
benefits pavable, with respect to such member under this pension

m an nder all her 1ifi fin nefi nsion plan
to which the city contributes, do not exceed 510,000 for the
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applicable limitation yvear and for any prior limitation vear and

the city has not at any time maintained a qualified defined
contribution plan in which the member participated.

(h-10) ©On and after January 1, 19885, for purposes of
applyving the limits under Section 415(b) of the code to a member's
benefit paid in a form to which Section 417 (e} (3} of the code dces
not apply, the feollowing provisions apply:

(1) & member's applicable limit shall be applied to the
m r' nnual nefit in the m r's fir limi ion r
without regard to any cost-of-living adjustments under Section 12
of this article:

2 h xten h he m r' nnual nefi
equals or exceeds the limit, the member shall no longer be eligible
for cost-of-living increases until such time as the benefit plus

h mul incr re 1 han the limit; an

{3) after the time prescribed by Subdivision (2) of
this subsectieon, in any subsequent limitation year, a member's
annual benefit, including any cost-of-living increases under
Section 12 of this article, shall be tested under the applicable

nefit limj includin n | men nder ion 41 f th
code to the dellar limit under Section 415(b) (1) (A) of the code, and
the regulations under those sections.

h-11 Any r n £ ntri ion including inter
on contributicons, to the plan with respect to an amount previously

refunded on a forfeiture of service credit under the plan or another
vernmental plan maintain h nsion m m n ken

into account for purposes of Section 415 of the code, in accordance
with applicable federal requlations.
h-12 R ion of nefi r ntri ion 1l plan
where required, shall be accomplished by:
(1) first, reducing the member's benefit under any
fin nefi lans in which the m r rtici with th
reduction to be made first with respect to the plan in which the
member most recently accrued benefits and then in the priority
determined by the pension system and the plan administrator of such
other plans; and
2 nex r in rall in bid forfeitur
for defined contribution plans in which the member participated,

with the reduction to be made first with respect to the plan in
which the m r m r ntl r nefi n hen in th

priority determined by the pension system and the plan
administrator for such other plans.

h-1 Notwith ndin ion (h-12 f thi ion
reductions may be made in a different manner and priority pursuant
to the agreement of the pension system and the plan administrator of
all other plang covering such member. [FH—the—amount—eofany—bemafit

effective—date—of+the—changer]
SECTION 2.26. Section 26(b) (3), Article 6243g-4, Revised
Statutes, is amended to read as follows:
{3) "Maximum benefit"™ means the retirement benefit a
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retired member and the spouse, dependent child, or dependent parent
of a retired member or deceased member or retiree are egligible
[eptitted] to receive from all qualified plans in any month after
giving effect to Section 25(b) of this article and any similar
provisions of any other qualified plans designed to conform to
Section 415 of the code.

SECTION 2.27. Sections 26(c), (d), and {e), Article
6243g-4, Revised Statutes, are amended to read as follows:

(c) An excess benefit participant who is receiving benefits
from the pension system is eligible for [emtitired—te] a monthly
benefit under this excess benefit plan in an amount equal to the
lesser of:

(1) the member's unrestricted benefit less the maximum
benefit; or

(2) the amount by which the member's monthly benefit
from the fund has been reduced because of the limitations of Section
415 of the code.

(d) If a spouse, dependent child, or dependent parent is
eligible for [emeisted—+se] preretirement or postretirement death
benefits under a qualified plan after the death of an excess benefit
participant, the surviving spouse, dependent child, or dependent
parent is egligible for [emsi+eted—te] a monthly benefit under the
excess benefit plan equal to the benefit determined in accordance
with this article without regard to the limitations under Section
25(b) of this article or Section 415 of the code, less the maximum
benefit.

(e) Any benefit to which a person is gligible [emeitted]
under this section shall be paid at the same time and in the same
manner as the benefit would have been paid from the pension system
if payment of the benefit from the pension system had not been
precluded by Section 25(b) of this article. An excess benefit
participant or any beneficiary may not, under any circumstances,
elect to defer the receipt of all or any part of a payment due under
this section.

SECTION 2.28. The heading to Section 27, Article 6243g-4,
Revised Statutes, is amended to read as follows:

Sec. 27. CERTAIN WRITTEN AGREEMENTS BETWEEN PENSION SYSTEM
AND CITY AUTHORIZED [AGREEMENT—TO—CHANGE—BENEFITS] .

SECTICN 2.29. Section 27, Article 6243g-4, Revised
Statutes, is amended by amending Subsection (k) and adding
Subsection (c) to read as follows:

(b) A pension benefit or allowance provided by this article
may be increased if the increase:

(1) is first approved by a gqualified actuary selected
by the board;

(2) 1is approved by the board and the city in a written
agreement as authorized by this section; and

{(3) does not deprive a member, without the member's
written consent, of a right to receive benefits when [+hat—tave
eecome—fulty—vested—and—metured—+a] the member is fully eligible.

(c) In a written agreement entered into between the city and
the board under this section, the parties may not:

{1) alter Sections 9 through 9F of this article,
bid n nl h xtent n r mply with £ ral law;

(2) increase the assumed rate of return to more than
seven percent per year:

xten h mortization ri £ liabili
layer to more than 30 years from the first day of the fiscal year
beginning 12 months after the date of the risk sharing valuation
in which the liabili 1 r is fir r nized; or

{4) allow a city contribution rate in anv year that is
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less than or greater than the city contribution rate required under

Section 9D or 9FE of this article, as applicable.
SECTION 2.30. Section 29, Article 6243g-4, Revised

Statutes, is amended by adding Subsections (c¢), (d), (e}, (f), and
{g) to read as follows:

(c) To carry out th rovision
this article, the board and the pension system shall provide the
city actuary under a confidentiality agreement the actuarial data

h nsion m ry for th nsion m'
actuarial valuations or valuation studies and other data as agreed
to between the city and the pension system that the city actuary
rmin is r nablvy n ry for th i r rform

the studies required by Sections 92 through S9E of this article.
Actuarial data described by this subsection does not include
information ri ion £ thi ion

(dy A risk sharing valuation study prepared by either the

city actuary or the pension system actuary under Sectiocns 9A
through 9E of this article may not:

(1) idinclude information described by Subsection (a) of

hi ion: or
2 rovide confidential or private information
regarding specific individuals or be grouped in a manner that
llow nfidential or priwv information r rdin ifi
individual to be discerned.
(e} The information., data, and document exchanges under
ion hr h 9F of thi rticle hawv 11 th r ion
afforded by applicable law and are expressly exempt from the
disclosure requirements under Chapter 552, Government Code, except
m r h i n nsion m in wri n
agreement under Section 27 of this article.
(f) Subsection (e) of this section does not apply to:

1 r risk sharing val ion r r
by the pension system actuary and provided to the city actuary or
prepared by the city actuary and provided to the pension system
actuary under Section 9A(d} or SB(b) (2) of this article; or

{(2) a final risk sharing wvaluation study prepared

nder ion 92 or 9B of thi rticl
Before a union contract is approved by the cit the
mayvor of the city must cause the city actuaries to deliver tc the

m r r r imatin he im f th r nion ntr
on fund costs.

SECTICON 2.31. Article 6243g-4, Revised Statutes, is amended
by adding Section 30 to read as follows:

Sec. 30. FCRFEITURE OF BENEFITS. (a) WNotwithstanding any
other law, a member whe is convicted, after exhausting all appeals,

f an offen nishabl felon f the fir r in relation
to, arising out of, or in connection with the member's service as a
classified police officer may not receive any benefits under this
article,

(b) After the member described by Subsection (a) of this
section is finally convicted, the member's spouse may apply for
benefits if the member, but for application of Subsection (a) of
this section, would have been eligible for a pension benefit or a

1 n £ nefi If the m r would n hawv n
eligible for a pension benefit or a delayed payment of benefits, the

member's spouse may apply for a refund of the member's
ntri ion A refun nder thi ion n incl

interest and does not include contributions the city made on the

member's behalf. The city may not receive a refund of any
ntri ion h i m. n _the m r' half

SECTION 2.32. Sections 2(19) and (23), 8(b), 12(f), 1l4(£f)
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and (m), 15(h}) and (j), and 18 (b) and {(c), Article 6243g-4, Revised
Statutes, are repealed.

SECTICN 2.33. A city and board that have entered intc one or
more agreements under Section 27, Article 6243g-4, Revised
Statutes, shall agree in writing that any provisions in the
agreements that specifically conflict with this Act are no longer
in effect, as of the year 2017 effective date, and any
nonconflicting provisions of the agreements remain in full force
and effect.

SECTION 2.34. The pension system established under Article
6243g-4, Revised Statutes, shall require the pension system actuary
to prepare the first actuarial experience study required under
Section 9C, Article 6243g-4, Revised Statutes, as added by this
Act, not later than September 30, 2022.

ARTICLE 3. MUNICIPAL EMPLOYEES PENSION SYSTEM

SECTION 3.01. Section 1, Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes), is amended by amending Subdivisions (1),
4y, (5y, (N, (11), (14), (18), and (26) and adding Subdivisions
{(1-a}, (1-b), (1-¢), (1-d), (l-e), (1-f), (4-a), (4-b), (4-c)},
(4-d), (4-e), (4-f), (11-a), (11-b), (1l-¢), (11-d), (1ll-e),
(11-£), (11-g), (11-h), (11-i), (11-3j), (1l1-k)}, (1l2-a), (1l2-b),
{(14-a), (14-b), (17-a), (18-a), (18-b), (20-a), (21-a), (26-a),
{26-b), (28), (29), (30), and (31) to read as follows:

(1) MActuarial data”™ includes:
A h n mption 1
disclosure of methods, and financial information that are routinely

used by the pension system actuary for the pension system's studies
r an rial experien nder ion 8D of this Act: an

(B) other data that is reasonably necessary to
implement Sections 8A through 8F of this Act, as agreed to by the
i n nsion r
(1-a) "Actuarial experience study" has the meaning
assigned by Section 802.1014, Government Code.

1-b "Adjustment factor" means the assumed rate of
return less two percentage points.
1- "Amortization riod" mean h im ri

necessary to fully pay a liability layer.
{1-d) "Amortization rate" means the sum of the

h 1 mortization n 1 h i ntri ion amoun
for a given fiscal year for the liability lavers divided by the
projected pensionable payroll for the same fiscal year.

1- "A r fr rn" mean h m
market rate of return on pension system assets, which is seven
percent per annum unless adjusted as provided by this Act.

(1-f) "Authorized absence™ means:

(A) each day an employee is absent due to an
approved holiday, wvacation, accident, or sickness, if the employee
is continued on the employment rolls of the city or the pension
system, receives the employee's regular salary from the city or the
pension system for each day of absence, and remains eligible to work
on recovery or return; or

(B) any period that a person is on military leave
of absence under Secticn 18(a) of this Act, provided the person
complies with the regquirements of that section.

{(4) "City"™ means a municipality having a population of
more than fwo [++5] million.

(4-a) "City contribution amount” means, for each
fiscal year, a predetermined payment amount expressed in dollars in

rdan with I h 1 mortizin he 1 liabili

using the level percent of pavroll method and the amortizaticn
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period and payoff year, that is included in the initial risk sharing
valuation study under Section 8C(a) (3) of this Act, as mav be
restated from time to time in:

(&) a subsequent risk sharing valuation study to
reflect adjustments to the amortization schedule authorized by
Section 8F or 8F of this Act: or

(B) a restated initial risk sharing valuation
study or a subsequent risk sharing valuation study to reflect

] men horiz ion i r J f thisg A
{4-b) "City contribution rate" means a percent of
pensionable payrecll that is the sum of the employer normal cost rate
n h mortization r for liabili 1 r xcludin h
legacy liability, except as determined otherwise under the express

provisions of Sections 8F and 8F of this Act.
4- "Corridor" mean he ran £f ci ntri ion

rates that are:

{A) egqual to or greater than the minimum

contribution rate; and

(B) egqual to or less than the maximum

ntri ion r

4-d "Corridor margin™ means five percentage points.
{4-e) "Corridor midpoint" means the projected citv
ntri ion r ifi for h fi 1 r for 31 rs in th

initial risk sharing valuation study under Section 8C of this Act,

and as may be adjusted under Section 8F or 8F of this Act, and in
h roun he near hundr h imal pl

{(4-f) "Cost-of-living adjustment percentage” means a
percentage that:

A X rovi Paragraph (B i 1

to the pension system's five-year investment return, based on a

rolling five-vear basis and net of investment expenses, minus the
] ment f r nd multipli rcent: an

B may not be less than zero or more than two

percent.
(5) "Credited service" means each day of service and
prior service of a member for which:
(A) the city [Res] and|[+—Ffer—seryice—in—group—ir]

the member have [kas] made required contributions to the pension
fund that were not subsequently withdrawn;

{B) the member has purchased service credit or
converted service credit from group B to group A by paving into the
pension fund required amounts that were not subsequently withdrawn;

{C) the member has reinstated service under
Section 7{g) of this Act; and

{D) the member has previously made payments to
the pension fund that, under then existing provisions of law, make
the member eligible for credit for the service and that were not
subsequently withdrawn.

(7) "Dependent child”™ means an unmarried natural or
legally adopted child of a member, deferred participant, or retiree
who:

(A) was supported by the member, deferred

participant, or retiree before the termination of employment of the

m r farr rticipan r retiree; and

(B) is under 21 years of age or is totally and
permanently disabled from performing any full-time employment
because of an injury, illness, serious mental illness, intellectual
disability, or pervasive development disorder [er—retardatien]
that began before the child became 18 years of age and before the

termination of employment [deatk] of the member, deferred

participant, or retiree.
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(11} "Employee™ means any person, including an elected
official during the official's service to the city, who is eligible
to be a member of the pension system or to participate in an
alternative retirement plan established under this Act and:

(A) who holds a municipal position or a position
with the pension system;

(B) whose name appears on a regular full-time
payroll of a city or of the pension fund; and

{C) who is paid a regular salary for services.

{l11-a) "Emplover normal cost rate" means the normal
cost rate minus the applicable member contribution rate for newly
hir mpl initigll hr rcent for gr D m r
on the yvear 2017 effective date. The present value of additional
member contributions different from the group D rate taken into

nt for I i rminin h mpl r normal I
must be applied toward the actuarial accrued liability.

{(11-b) T"Estimated city contribution amount™ means the
city contribution amount estimated in a final risk sharing
valuation study under Section 8B or 8C of this Act, as applicable,

r ir ion 8B f thig A

11-¢ "Estimated city contribution rate”™ means the

city contribution rate estimated in a final risk sharing wvaluation
nder ion 8B or f thig A 1i 1 r ir
by Secticon 8B(a) (5) of this Act.

{11-d) "Estimated total city contribution" means the

l ci ntri ion im h nsion m r r
the city actuary, as applicable, by using the estimated city
contribution rates and the estimated city contribution amounts

r mmen h rv for r f pr rin he initial
risk sharing valuation study under Section 8C of this Act.
{l1-2) "Fiscal vear,"™ except as provided by Section 1B

{11-f) "Funded ratio"™ means the ratio of the pension
system's actuarial wvalue of assets divided by the pension system's
actuarial accrued liability.

11- "L liability" mean h nfun
actuarial accrued liability:

(A) for the fiscal vear ending June 30, 2016,

r refl
(i) changes to benefits and contributions
under this Act that took effect on the year 2017 effective date;
ii h i il nsion 1i ion n
proceeds on December 31, 2017, in accordance with Section 8C(j) {2)
of this Act; and

iii n h i I rnin
the assumed rate of return allocated to the legacy liability from
July 1, 2016, to July 1, 2017, excluding July 1, 2017; and
B for h nt fi 1 r:
(i) reduced by the city contribution amount
for that year allocated to the amortization of the legacy
liability; and

(ii) adjusted by the assumed rate of

r rn

(11-h) "Level percent of payrell method” means the
amortization method that defines the amount of the liability laver
r niz h fi 1 r level reen £ nsionabl
payroll until the amount of the liability layer remaining is
reduced to zero.

11-4 "lLiabili in 1 r" _mean liabili 1 I
that decreases the unfunded actuarial accrued liabilityv.
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{11-4) ™Liability laver"™ means the legacy liability
established in the initial risk sharing wvaluation study under

Section 8C of this Act and the unanticipated change as established
in each subsequent risk sharing valuation study prepared under

Section 8B of this Act.

11-k "Liabili 1 1 r" mean liabili 1 r
that increases the unfunded actuarial accrued liability. For
purposes of this Act, the legacy liability is a liagbility loss
layer.

{12-a) "Maximum contribution rate™ means the rate
equal to the corridor midpoint plus the corridor margin.

12— "Minimum ntri ion r " mean he r
equal to the corridor midpoint minus the corridor margin.
(14) "Military service"™ means active service in the

armed forces of the United States or wartime service in the armed
forces of the United States or in the allied forces, 1f credit for
military service has not been granted under any federal or other
state system or used in any other retirement system, except as
expressly regquired under federal law.

14- "Normal r " mean h lary weigh
average of the individual normal cost rates determined for the
current active population, plus the assumed administrative

xpen rmin in the m r n rial experien
conducted under Section 8D of this Act, expressed as a rate,
provided the assumed administrative expenses may not exceed 1.25

rcen £ ngionabl roll for th rrent fi 1 r unl

agreed to by the city.

14-b "Payoff vear"™ means the wyear a liability laver
ig full mortiz nder th mortization ri P f£ r m
not be extended or accelerated for a period that is less than one
month.

17- "Pension 1i ion nd" mean nd i
in accordance with Chapter 107, Local Government Code.

{18) "Pension system," unless the context otherwise

requires, means the retirement, disability, and survivor benefit
plans for municipal employees of a city under this Act and employees
under Section 3(d) of this Act.
(18-a) "Pension system actuary" means the actuary
engaged by the pension system under Section 2B of this Act.
18- "Pensionabl roll" mean h in
salaries, in an applicable fiscal year, paid to all:
A members: and
B if 1i 1 rticipan in an
alternative retirement plan established under Section 1C of this
Act, including a cash balance retirement plan established under
that section.
{(20-a) "Price inflation assumption" means:
{(A) the most recent headline consumer price index
10— r for lish in the F ral R rve Bank of
Philadelphia Survey of Professicnal Forecasters; or
(B) if the forecast described by Paragraph (A) of
this subdivision is not available, ancther standard as determined
by mutual agreement between the city and the pension becard entered
in nder icn n f this A
(21-a3) T"Projected pensiocnable payroll"™ means the
estimated pensionable payrell for the fiscal vear beginning 12
month fter th f the rigsk sharing val ion r r
under Section 8B of this Act, at the time of calculation by:
(A) projecting the prior fiscal year's

nsionabl roll forwar W r in h rren roll
growth rate assumptions; and
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{B) adijusting, if necessary, for changes in

population or other known factors, provided those factors would
have a material impact on the calculation, as determined by the
pension board.

(26) "Surviving spouse™ means a gpouse by marriage of
[persen—who—was—married—te] a member, deferred participant, or
retiree at the time of death of the member, deferred participant, or
retiree and as of the date of [kefere] separation from service by
the member, deferred participant, or retiree.

{(26-a) "Third guarter line rate" means the corridor
midpoint plus 2.5 percentage points.

26— T 1l ci ntri ion" mean for fi 1
year, an amount equal to the sum of:

(A) the city contribution rate multiplied by the
nsionabl roll for the f3i 1 r:; an

(B) the city contribution amount for the fiscal

ear.
(28) "Ultimate entry age normal” means an actuarial

cost method under which a calculation is made to determine the

ver niform an n n rcen r hil ntri ion h
if applied to the compensation of each member during the entire
period of the member's anticipated covered service, would be

r ir m h f all nefi 1 n _the m r'
behalf based on the benefits provisions for newly hired employees.

For purposes of this definition, the actuarial accrued liability
for h m r i h ifferen ween the m r' r n

value of future benefits based on the tier of benefits that apply to
the member and the member's present value of future normal costs
rmin in he normal r
{29) "Unfunded actuarial accrued liability™ means the
difference between the actuarial accrued liability and the
rigl wval £ For r £f thi finition:

(A) "actuarial accrued liability"™ means the
portion of the actuarial present value of projected benefits
attributed to past periods of member service based on the cost
method used in the risk sharing valuation study prepared under

ion 8B or f this A 1i le:; an
B "actuarial wvalue of assets™ means the value
of pension plan investments as calculated using the asset smoothing
meth in the risk sharing val ion r r nder

Section BB or 8C of this Act, as applicable.

{30) "Unanticipated change"™ means, with respect to the
nfun rial r ligbili in h nt risk
sharing valuation study prepared under Section 8B of this Act, the
difference between:

A he remainin lan f all then-existin

liability layers as of the date of the risk sharing wvaluation study:
and

B h 1l unfun rial I
liability as of the date of the risk sharing valuation study.

{(31) "Year 2017 effective date" means the date on
which S8.B. No. 2190, Acts of the 85th lLegislature, Regular Session,
2017, took effect.

SECTION 3.02. Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes), is amended by adding Sections 1A, 1B, 1C, 1D, and
1E to read as follows:

Sec. 1A. INTERPRETATION OF ACT. This Act does not and may
not be interpreted to:

1 reliev h i h nsion I r th

pension system of their respective obligations under Sections 8A
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through BF of this Act;

{(2) reduce or modify the rights of the city, the
pension system, or the pension board, including any officer or
emplovee of the city, pension system, or pension board, to enforce
obligations described by Subdivision (1) of this subsection:

reliev h i includin n fficial or
employee of the city, from:
(A) paving or directing to pay required

ntri ion h nsion m or fun nder ion r 8A of

this Act or carrving out the provisions of Sections 8A through 8F of
this Act; or

B r in r modifvin he righ f th
pension board and any cofficer or employee of the pension board or
pension system to enforce obligations described by Subdivision (1)
of this section;

{4) relieve the pension board or pension system,
including any officer or employee of the pension board or pension
system, from any cocbligation to implement a benefit change or carry
out the provisions of Sections 8A through 8F of this Act; or

r r modif he righ f th i n n
officer or emplovee of the city to enforce an obligation described
by Subdivision (4) of this section.

Sec, 1B, FISCAIL YEAR, If either the pension syvstem or the
city changes its respective fiscal year, the pension system and the

city shall enter into a written agreement under Section 3{n) of this
A i h rovision f ion A thr h 8F of this A

to reflect that change for purposes of this Act.
Sec. 1C. ALTERNATIVE RETIREMENT PLANS. {a) In this
ion, "salary- nefi lan" mean retiremen lan
provided by the pension system under this Act that provides member
benefits that are calculated in accordance with a formula that is

n multiple £ r n f which i he m r' lar
the time of the member's retirement.

(b) Netwithstanding any other law, including Section 8H of
this Act, and except as provided by Subsection {c) of this section
the pension beard and the city may enter into a written agreement

nder ion n f thig A ffer an alternative retiremen
plan or plans, including a cash balance retirement plan or plans, if

both parties consider it appropriate.
Notwith ndin n her law, includin ion 8H of

this Act, and except as provided by Subsection {d) of this section,
if, beginning with the final risk sharing valuation study prepared
under Section 8B of this Act on or after July 1, 2027, either the
funded ratio of the pension system is less than 60 percent as
determined in the final risk sharing valuation study without making
n i men nder ion 8F or 8F of thig A r the fun
ratio of the pension system is less than 60 percent as determined in
a revised and restated risk sharing valuation study prepared under
ion BB f this A h nsion ha n h i hall
as soon as practicable but not later than the 60th day after the
date the determination is made:
(1) enter intoc a written agreement under Section 3(n)
of this Act to establish a cash balance retirement plan that
mpli with ion 1D of this Act: an
(2) require each employee first hired by the city on or

after the 90th day after the date the cash balance retirement plan
i lish rtici in th h lan retiremen lan
established under this subsection instead of participating in the
salary-based benefit plan, provided the emplovee would have

herwi n eligibl rtici in th larvy— nefi
plan.
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(dy TIf the city fails to deliver the proceeds of the pension
obligation bonds described by Section 8C(j) (1} of this Act within
the time prescribed by that subdivision, notwithstanding the funded
ratio of the pension system, the pension board and the ¢ity may not
establish a cash balance retirement plan under Subsection (c) of
this section.

Sec. 1D. REQUIREMENTS FOR CERTAIN CASH BALANCE RETIREMENT
PLANS. (a) TIn this section:

1 b h lan lan rticipant™ mean n empl
who participates in a cash balance retirement plan.
{?2) "Cash balance retirement plan" means a cash
lan retiremen lan lish wri I reemen nder
Section 1C(b) or Section 1C(c) of this Act.
(3) "Interest"™ means the interest credited to a cash
lan lan rticipant's notional n which m nots:
A exceed a percentage rate equal to the cash

balance retirement plan's most recent five fiscal years' smoothed
rate of return; or

(B) be less than zero percent.
4 "Salary- nefi lan" h he meanin
assigned by Section 1C of this Act.
(b) The written agreement establishing a cash balance
retirement plan must:
(1) provide for the administration of the cash balance

retirement plan:
2 rovi for 1 mortization ri n

exceed 20 vears from the date an actuarial gain or loss is realized;
{3) provide for the crediting of city and cash balance

lan rticipan ntri ion h h lan lan
participant's notional account;
{4) provide for the crediting of interest toc each cash
lan lan rticipant's notional nt;:

{5) idnclude a wvesting schedule;
{(6) include benefit options, including options for

cash balance plan participants who separate from service prior to
retirement;

i rovi for h an i ili nefits:
8 allow a cash balance plan participant who is
eligible to retire under the plan to elect to:
A r iw monthl nnui le for th
life of the cash balance plan participant in an amount actuarially

determined on the date of the cash balance plan participant's
retiremen n_th h lan lan rticipant' mul

notional account balance annuitized in accordance with the
actuarial assumptions and actuarial methods established in the most
r I rial experien I nder ion 8D of
this Act, except that the assumed rate of return applied may not
exceed the pension system's assumed rate of return in the most
I nt risk sharing val ion i or
(B) receive a single, partial lump-sum payment

from the cash balance plan participant's accumulated account
balance and a monthly annuity payable for life in an amount
determined in accordance with Paragraph (A) of this subdivision

n th h lan lan rticipant' n lan fter
receiving the partial lump-sum payment; and

{9) include any other provision determined necessary

bv:

(A) the pension board and the city; or

B the pension system for purposes of
maintainin h X— 1ifi £f th nsion m under
Section 401, Internal Revenue Ccode of 1986, as amended.
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{(c) Notwithstanding any other law, including Section 5 of
this Act, an employee who participates in a cash balance retirement
plan:

(1) subject to Subsection (d) of this section, is not
eligible to be a member of and may not participate in the
lary- nefi lan; an
(2) may not earn credited service in the salary-based
benefit plan during the period the employee is participating in the
h lan retiremen lan
d A cash balance plan participant is considered a member
for purposes of Section 8A through 8T of this Act.

A h im f implemen ion of th h lan
retirement plan, the employer normal cost rate of the cash balance
retirement plan may not exceed the employer normal cost rate of the

lary— nefi lan

Sec. 1F. CONFLICT OF LAW. To the extent of a conflict
between this Act and any other law, this Act prevails.

SECTION 3.03. Section 2, Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Ciwvil Statutes), is amended by amending Subsections (c¢), {(d),
{g), (i)}, (1), and {(n) and adding Subsections (c-1), (c-2), (c-3),
{c-4}, (3-1), (3-2), (ee), (ff), (gg), (hh), (ii}, and (jj) to read
as follows:

(c) The pension board consists of 1l [aire] trustees as
follows:

(1) mayor of the city[r—e=

one person appeointed by the

{(2) n rson in the gontroller of the city
o - T . L = . ];
{3) four municipal employees of the city who are
members of the pension system;
{(4) two retirees, each of whom:
(A) has at least five years of credited service
in the pension system;
(B) receives a retirement pension from the
pension system; and
(C) is not an officer or employee of the city;

[and]
{(5) one person appeointed by the elected trustees who[+
[+2F] has been a resident of this state for the
three years preceding the date of initial appointment; and

W rson in h vernin £f th
city [-Bf—ts—mot—p—aity—oftiiacar—ar—amployee].
{c-1) To serve as a trustee under Subsection (c) (1), (2}, or
£f thi ion rson m n rticipant in or
beneficiary of the pension system.
-2 A tr in nder i 1 2
r £ thi ion m hav xperti in 1 n bl

the following areas: accounting, finance, pensions, investments,

or actuarial science. Of the trustees appointed under Subsections
(cy {1y, (2), and (6) of this section, not more than two trustees may
have expertise in the same area.

- A tr in nder ion 1 f thi
section shall serve a three-year term expiring in July of the
applicable vear. The appointed trustee may be removed at any time

he m r. The m r shall fill v n h
trustee's death, resignation, or removal and the person appointed
to £ill the vacancy shall serve the remainder of the unexpired term
f the repl I nd m I IV I h xpiration of

the unexpired term unless appointed by the mavor.
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(c-4) A trustee appointed under Subsection (c) (2) of this
section shall serve a three-year term expiring in July of the
applicable year. The appointed trustee may be removed at any time
by the controller. The controller shall fill a vacancy caused by
the trustee's death, resignation, or removal and the perscn

in £fill the v n hall rvi he remainder of th
unexpired term of the replaced trustee and may not serve beyond the
expiration of the unexpired term unless appointed by the
controller,

{(d) To serve as a trustee under Subsection (c) {3) of this
section, a person must be a member with at least five years of
credited service and be elected by the active members of the pension
system voting at an election called by the pension board. No more
than two of the employee trustees may be employees of the same
department.

(g) To serve as a trustee under Subsection (c) (4) of this
section, a person must be elected by a majority of the retirees
voting [retirzed-members—efthe—pensien——saypatem] at an election
called by the pension board.

(j) To serve as a trustee under Subsection (¢) (5) of this
section, the person must be appointed by a vote of a majority of the
elected trustees of the pension board. The trustee appointed under
Subsection (c) (9) of this section ghall serve [serwes] a three-vear
[ewe—year] term, The appointment or reappointment of the appcinted
trustee shall take place in July [Jeruwary] of the [eaehk
ever—pumbered] year in which the term ends. The appointed trustee
may be removed at any time by a vote of a majority of the elected
trustees of the pension board. A vacancy caused by the appointed
trustee's death, resignation, or removal shall be filled by the
elected trustees of the pension board. The appointee serves for the
remainder of the unexpired term of the replaced trustee. An
appointed trustee may not serve beyond the expiration of the
three-year [+we—yems*=] term unless a majority of [other—thariv
appeitatment—for—a—rnew—termPby] the elected trustees of the pension
board reappoint the trustee for a new term.

(j=1) To serve as a trustee under Subsection (c) (6) of this

ion rson m in v £ majori f th
members of the governing body of the city. Each trustee appointed
under Subsection (c) (6) of this section shall serve three-year

rm Xpiring in 1 £f th 1i 1 r., A tr in
under Subsection (c) (6) of this section may be removed at any time
by a vote of a majority of the members of the governing bedy of the

i A v n h in r ' h
resignation, or removal shall be filled by a vote of a majority of
the members of the governing body of the city. A person appointed

fill the v I hall ry he remainder of th nexpir rm

of the replaced trustee, and may not serve bevond the expiration of
the unexpired term unless appointed by the governing bedy of the
city,

(i-2) If a majoritv of the pension board determines that a

trustee appointed under Subsection (c) (1), (2}, or (6) of this
section has acted or is acting in a manner that conflicts with the
interests of the pension system or is in violation of this Act or
n reemen ween th nsion r n h i nter in
under Section 3(n) of this Act, the pension board may recommend to
the mayor, contreller, or governing body, as appropriate, that the
in r remov from th nsion r If th
appointed trustee was appointed by the governing body of the city,
an action item concerning the pension board’'s recommendation shall
1 n_th vernin ! n for nsideration an

action. The governing body shall make a determination on the
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recommendation and communicate the determination to the pension
system not later than the 45th day after the date of the
recommendation.

(1) To serve on the pension board, each [E&ek] trustee
shall, on or before [e&f] the first pension board meeting following
the trustee's most recent election or appointment, take an oath of
office that the trustee:

(1) will diligently and honestly administer the
pension system; and

{2) will not knowingly wviolate this Act or willingly
allow a violation of this Act to occur.

(n) The person serving as a trustee under Subsection (c) (2)

of this section serves as the treasurer of the pension fund [wrdes
perattyeof that persenlseffieinl beond and oath of effice]. The

treasurer shall file an [Fhet—persenls] official bond payable to
the [ ; i ST o = = - o1 - ;G' G' -y eSSt rer—O "
pension system. The treasurer is [fumnd;—and—that persenlssureties

are] liable on [fexr] the treasurer's official bond for the faithful

performance of the treasurer's duties under this Act in connection

with [setiops—pertaining—te] the pension fund [fe—tke—some—extent—as

the—sureties—earetiableunder—the—terms—of the bondforother
aettreonrs—ant—condret—ef—the—treasuresr] .
A tr in nder ion 1 2

or {(6) of this section who fails to attend at least 50 percent of all
regular pension board meetings, as determined annually each July 1,

m remov from th nsion r h intin nti A
trustee removed under this subsection may not be appointed as a
trustee for one vear following removal.
£f All tr in nder ion £f thi

section shall complete minimum educational training requirements
established by the State Pension Review Board. The appointing

nti m remov n in r wh n mpl
minimum educational training requirements during the pericd
prescribed by the State Pension Review Board.

The pension board shall adopt an ethics pelicg

governing, ameng other matters, conflicts of interest that each

r m mply with rin h r ' rm on th nsion
board,

(hh}) During a trustee's term on the pension board and for

n r after leawvin h nsion r r M. n
represent any other person or organization in any formal or

informal appearance before the pension board or pension system

£f ngernin m r for which th rson h rh
responsibility as a trustee.
ii The pension board may establish standing or temporar
mmi I r i h rd in rryin i
business, including committees responsible for risk management or
vernan inwv men inistrati n mpen ion
financial an rial m I i i ili

determinations, and agreements under Section 3(n} of this Act. The
pension board shall establish a committee responsible for
agreements under Secticon 3(n) of this Act that must be composed of
the elected trustees and the trustee appointed by the elected

r Ex for mimi r nsible for reemen nder
Section 3{n) of this Act and any committee responsible for
personnel issues:

1 h mmi m incl 1 n 1

trustee and one trustee appointed by the mayor, controller, or

governing body of the citv;
2 mmi m in r n 11 tr i_an

{3) a committee mav not make final decisions and may
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only make recommendations to the pension board.

(i} Subsections (x) (1) through (4), (v), and (cc}) of this

section do not grant the pension board authority to modify or
terminate Sections 8A through 8F of this Act.

SECTION 3.04. Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Sessicn, 2001 (Article 6243h, Vernon's Texas
Civil Statutes), is amended by adding Sections 2A, 2B, 2C, and 2D to
read as follows:

ZA NEFLICT F INTEREST Th X1 I I
appearance of a conflict of interest on the part of any trustee is
detrimental to the proper functioning of the pension system if not

r rl r An in r m n liber r

vote on an action relating to the investment of pension system
assets if:

1 h r r an enti with which th r i
affiliated:
(A) is a competitor or an affiliate of the person

or firm that is the subject of or otherwise under consideration in
the action; or

B likely woul i iligen
review by the person or firm that is under consideration in the
investment-related action; or

2 h ngion r herwi rmin h h
proposed acticon would create a direct or indirect benefit for the
appointed trustee or a firm with which the appointed trustee is
affiliated.

(b) The city attorney shall:
{1) provide annual training to trustees appointed by
h i r rdin nfli f inter ; an

(2) to the extent authorized by city ordinances, at
the regquest of the external affairs committee of the pension board,
review an k ropri ion on mplain llegin
conflict of interest on the part of a city-appointed trustee.

Sec. 2B. PENSION SYSTEM ACTUARY; ACTUARIAL VAILUATIONS.
a The pension board shall retain an actuary or actuarial firm
for purposes of this Act.
At 1 nnuall h nsion m r hall mak
a valuation of the assets and liabilities of the pension fund. The

valuation must include the risk sharing valuation study conducted
nder ion 8B or f this A 1i 1

{(c) The pension system shall provide a report of the
valuation to the city.
2 ALTFICATIQON F CITY ACTUARY An r
hired by the city for purposes of this Act must be an actuary from a
professional service firm who:

1 is n lr n h nsion m or an
other pension system or fund authorized under Article 6243e.2(1) or
6243g-4, Revised Statutes, to provide actuarial services to the

nsion m or fun 1i le;

{(2) has a minimum of 10 years of professiocnal
actuarial experience; and

3 is a fellow of the Society of Actuaries or a member
of the American Academv of Actuaries and who, in carrying out duties
for the city, has met the applicable reguirements to issue
statements of actuarial opinion.

(b)Y Neotwithstanding Subsection (a) of this section, the
i ry m 1 bl h 1ifi ions r ir h
board for the pension system actuary. The city actuary is not
required to have greater qualifications than those of the pension
svastem actuary,
Sec, 2D. REPORT ON INVESTMENTS BY INDEPENDENT INVESTMENT
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CONSULTANT. (a) At least once every three years, the board shall

hire an independent investment consultant, including an
independent investment consulting firm, to conduct a review of

nsion m inwv men n i r r h r n h
city concerning the review or demonstrate in the pension system's
nnual financial r r h he review w n Th

independent investment consultant shall review and report on at
least the following:

1 h nsion m' mpelian with 1
investment policy statement, ethics policies, including pelicies
concerning the acceptance of gifts, and policies concerning insider
trading:

2 the pension system's asset allocation, including a

review and discussion of the various risks, objectives, and
X hil r h flows;

{3) the pension system's portfolio structure,
including the pension system's need for liguidity, cash income,
real return, and inflation protection and the active, passive, or
index approaches for different portions of the portfolio:;

4 inw ment man r rforman review n n
evaluation of the processes used tc retain and evaluate managers;

5 benchmarks used for each asset class and
indivi 1l man r:

6 an evaluation of fees and trading costs;

{(7) an evaluation of any leverage, foreign exchange,

r her h in ran ion; an

{8) an evaluation of investment-related disclosures
in the pension system's annual reports.

When th rd r in n in ndent inwv men
consultant under this section, the pension system may require the
consultant to agree in writing to maintain the confidentiality of:

1 information provi h nsultan h i

reasonably necessary to conduct a review under this section; and
2 any nonpublic information provided for the pension

system for the review,

(c) The costs for the investment report required by this

ion shall id from th nsion fun

SECTION 3.05. Section 3, Chapter 88 (H.B. 1573}, Acts of the
77th Legislature, Regular Sessicn, 2001 (Article 6243h, Vernon's
Texas Civil Statutes), is amended by amending Subsections (f) and
(n) and adding Subsections (o), (p), (g), (r), and (s) to read as
follows:

(f) The pension board shall compensate from the pension fund
the persons performing services under Subsections {d) and (e} of
this section and may provide other employee benefits that the
pension board considers proper. Any person employved by the pension
board under Subsection (d) or (e) of this section who has service
credits with the pension system at the time of the person's
employment by the pension beocard retains the person's status in the
pension system. Any person employed by the pension system on or
after January 1, 2008, who does not have service credits with the
pension system at the time of employment is a group D [&] member in
accordance with Section 5 of this Act. The pension board shall
adopt a detailed annual budget detailing its proposed
administrative expenditures under this subsection for the next
fiscal year.

(n) Notwithstanding any other law and except as
specifically limited by Subsection (o) of this section, the pension
board may enter intoc a written agreement with the city regarding
pension issues and benefits. The agreement must be approved by the
pension board and the governing body of the city and signed by the
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mayor and by the pension board or the pension board's designee. The
agreement is enforceable against and binding on the pensicn board,
the city, and the pension system, including the pension system's
members, retirees, deferred participants, beneficiaries, eligible
survivors, and alternate payees. Any reference in this Act to an
agreement between the city and the pension board or pensicon system
is a reference to an agreement entered under this subsection.
() TIn any written agreement entered into between the city
n h nsion r nder ion (n £f thi ion h
parties mav not:
(1) alter Sections 8A through 8F of this Act, except
n nl h xtent n r mply with £ ral law:
{2) increase the assumed rate of return to more than
seven percent per year:
xten h mortization ri £ liabili
laver to more than 30 vears from the first day of the fiscal vear

beginning 12 months after the date of the risk sharing wvaluation
study in which the liability layer is first recognized; or
{4) allow a total city contribution in any fiscal vear

h is 1 han th l ci ntri ion r ir nder
Section BE or 8F, as applicable, of this Act,

(p) Annually on or before the end of the fiscal year, the

nsion r hall mak r r he m r an h vernin

body of the city, each of which shall provide a reascnable
opportunity for the pension board to prepare and present the
report.

{(q) The pension board shall provide gquarterly investment
reports to the mayor.

r A he m r's r h nsion r hall m
discuss, and analyze with the mayor or the mavor's representatives
any cit roposed policy changes and ordinances that may have a

financial effect on the pension svstem,
s The pension beoard shall work to reduce administrative

expenses, including bv working with anv other pension fund to which
the city contributes.

SECTION 3.06. Section 5, Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes), is amended by amending Subsections (b}, {e),
{f), and {g) and adding Subsections (j) and (k) toc read as fcllows:

(b) Except as provided by Subsection (c¢). {j), or (k) of
this section and Sections 4 and €& of this Act, an employee is a group
A member of the pension system as a condition of employment if the
employee:

(1) is hired or rehired as an employee by the city, the
predecessor system, or the pension system on or after September 1,
1999, and before Januarv 1, 2008;

(2) was a member of the predecessor system before
September 1, 1981, under the terms of Chapter 358, Acts of the 48th
Legislature, Regular Session, 1943 (Article 6243g, Vernon's Texas
Civil Statutes), and did not make an election before December 1,
1981, under Section 22{a) of that Act to receive a refund of
contributions and become a group B member;

(3) was a group A member who terminated employment
included in the predecessor system before May 3, 1991, elected
under Section 16, Chapter 358, Acts of the 48th Legislature,
Regular Session, 1943 (Article 6243g, Vernon's Texas Civil
Statutes), to leave the member's ceontributicns in that pension
fund, met the minimum service requirements for retirement at an
attained age, was reemployed in a position included in the
predecessor system before September 1, 1999, and elected, not later
than the 30th day after the date reemployment began, to ceontinue as
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a group A member;

{4) became a member of, or resumed membership in, the
predecessor system as an employee or elected official of the city
after January 1, 1996, and before September 1, 1999, and elected by
submission of a signed and notarized form in a manner determined by
the pension beoard to become a group A member and to contribute a
portion of the person's salary to the pension fund as required by
Chapter 358, Acts of the 48th Legislature, Regular Session, 1943
{Article 6243qg, Vernon's Texas Civil Statutes}; or

{5) met the requirements of Section 3B, Chapter 358,
Acts of the 48th Legislature, Regular Session, 1943 (Article 6243qg,
Vernon's Texas Civil Statutes), or Subsection (f) of this section
for membership in group A.

(e) Any member or former member of the pension system
elected to an office of the city on or after September 1, 1999, and
before January 1, 2008, is [keecemes] a group A member and is
eligible to receive credit for all previous service on the same
conditions as reemployed group A members under Sections 7{c), (d),
(e}, and {f) of this Act, except as otherwise provided by this Act.
For purposes of this subsection [Netwithstanding—any—other

.. . o 2 = 359, - 48]

= - -t r = ~ r s r d - -
Eil—SEatutest], consecutive terms of office of any elected member
who is elected to an office of the city are considered to be
continuous employment for purposes of this Act.

(f) Each group B member of the pension system may make an
irrevocable election on a date and in a manner determined by the
pension board to change membership from group B to group A:

{1) for future service conly; or

(2) for future service and to convert all past group B

service to group A service and comply with the requirements of
Subsection (h) of this section provided the servige is converted
before December 31, 2005.

{(g) Each group A member with service in group B may make an
irrevocable election not later than December 31, 2005, [es—a—date]

and in a manner determined by the pension board to convert all group

B service to group A service and to comply with the requirements of
Subsection (h) of this section.

(i) FExcept as provided by Subsection (k) of this section or

Secticon 4 of this Act, an employee is a group D member of the pension

system as a condition of employment if the emplovee is hired as an

employee by the cityv or the pension system on or after January 1,
2008,

(k) Notwithstanding any provision of this section, for
purposes of Subsection (j) of this section:
1 n iw rm f offi f an el m r

who is elected to an office of the city are considered to be

continuous employment; and
2 former empl who is rehir n empl

the citv or the pension system on or after January 1, 2008, is, as a

condition of employment, a member of the group in which that
employee participated at the time of the employee’'s immediately

preceding separation from service.

SECTICON 3.07. Section 6, Chapter 88 (H.B. 1573), Acts of the

77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes), is amended by adding Subsections (k) and (1)
to read as follows:

(k) Notwithstanding any other law, including Subsection
{b) {3) of this section, Subsections (a) through (j) of this section

n 1 n mpel n or after nuary 1, 2 An
emplovee who meets the definition of "executive official™ under
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Subsection (b) (3) of this section is a group A member beginning
January 1, 2005, for credited service earned on or after January 1,

2005, or a member of the applicable group under Section 5 of this
BAet. This subsection deoes not affect:

1 any credited service or benefit percentage accrued
in gr for nuary 1, 2

(2) any group C benefit that a deferred participant or
retiree is eligible to receive that was earned before January 1,
2005; or

{3) the terms of any obligaticon to purchase service

credit or convert service credit to group C that was entered into
for nuary 1, 2

1 A group C member who terminates emplovment before
Jdanuary 1, 2005, is subject to the retirement eligibility
I iremen in eff n_th f the m r' rmination from
employment. A group C member who becomes a group A member under
Subsection (k) of this section on January 1, 2005, is subject to the
retirement eligibility requirements under Section 10 of this Act.

SECTION 3.08. Section 7, Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes), is amended by amending Subsections (a), {c),
(e}, (£}, (g), and (h) and adding Subsections (g-1), (g-2), (i),

{3), (k}), and (l) to read as follows:

(a) Notwithstanding any other provision of this Act,
duplication of service or credited service in group A, B, [ex] C, or
D of the pension system or in the pension system and any other
defined benefit pension plan to which the city contributes is
prohibited.

(c) Except as provided by Section 12 of this Act, a [greup—&]
member may pay into the pension fund and obtain credit for any
service with the city or the pension system for which credit is
otherwise allowable [+p—greup—2&] under this Act, except that:

(1) no reguired contributions were made by the member
for the service; or

{(2) refunded contributions attributable to the
service have not been subsequently repaid.

(e) To establish service described by Subsection (¢) of this
section that occurred on or after September 1, 1999, the member
shall pay a sum computed by multiplying the member's salary during
the service by the rate established [ky—the—pensien—beard] for
member contributions under Section 8 of this Act, and the city shall
pay into the pension fund an amount equal to the rate established
for city contributions under Section 82 [8] of this Act [muteipiied
by—that—mpombtels—sal-grep——e e a—trame—peniad ] |

(f) In addition tc the amounts to be paid by the member under
Subsection (d) or (e) of this section, the member shall also pay
interest on those amounts at the current assumed rate of return [=%=
pereent] per year, not compounded, from the date the contributions
would have been deducted, if made, or from the date contributions
were refunded to the date of repayment of those contributions into
the pension fund.

(g) Before the year 2017 effective date, if [F£] a group B or
group D member separates from service before completing five years
of credited service, the member's service credit is canceled at the
time of separation. If the member is reemployed by the city in a
position covered by the pension system before the first anniversary
of the date of separation, all credit for previous service is
restored. Any member whose service credit is canceled under this
subsection and who is reemployed by the city in a position covered
by the pensgion gsvstem after the first anniversary of the date of
separation receives one year of previous service credit in group B
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or group D, as applicable, for each full year of subsequent service
up to the amount of the previous service that was canceled.

(g-1) On or after the year 2017 effective date, if a grocup B
or group D member who has made required member contributions
separates from service before completing five years of credited

rvi he m r' rvi redit 3 ncel h im £
separation and the member is eligible to receive a refund of
required member contributions as provided by Section 17 of this
A If the m r is reempl for he fir nniversar £
the date of separation:
{1) subject to Subdivision (2) of this subsection, all
redit for prewvi rvi for which no m r ntri ions wer
required is restored, along with credit for previous service for
which the member did not receive a refund of contributions:; and
2 if the m r' rvi redit i ncel nder
this subsection, the member is eligible to reinstate the canceled

credited service by paying the pension system the refund amount, if
any, plus interest on those amounts at the current assumed rate of

return per vyear, not compcounded, from the date contributiocns were

refun h fr n f th ntri ion h
pension fund.

(g-2) For purposes of Subsection ({g-1)} (2} of this section,
for an ncel rvi for which ntri ions were n r ir

the member receives one year of previous service credit in group B
or group D, as appropriate, for each full year of subsequent service

h moun f th revi rvi h W ncel

(h) A group B member who was a group A member before
September 1, 1981, and who was eligible to purchase credit for
previous service under Chapter 358, Acts of the 48th Legislature,
Regular Session, 1943 (Article 6243g, Vernon's Texas Civil
Statutes), may purchase the service credit in group B by paving inteo
the pension fund an amount equal to the assumed rate of return [s4=
percent] per year, not compounded, on any contributions previously
withdrawn for the period from the date of withdrawal to the date of

purchase.
(i) Under rules and procedures adopted by the pension board,
r D m rm ff ir r —to-tr

transfer from a qualifving code Section 457 (b lan to the pension

system to purchase an increased or enhanced benefit in accordance
with the provisicons of code Sections 415(n) and 457(e) (17} of the

Internal Revenue Code of 19B6. The amount transferred under this

subsection shall be held by the pension system and the pension
m m n r 1 nt for th moun Th nsion r

by rule shall determine the additional benefit that a member is
entitled to based on a transfer under this subsection.
] For r f thi ion an ion (k £

this section, "furlough time™ means the number of days a person has
been furloughed. A person who has been voluntarily or

involuntarily furl h hall r iv redi rvi for h
day that the person has been furloughed, provided that:
1 the pension system receives all required cit

contributions and member contributions for the credited service
attributable to the furlough time for the pav period in which the
furl h r n the r lar lar h h furl h
member would have received if the member had worked during the
furlough time;

2 he m rm r ive n mor han 1 £
credited service in a fiscal year for furlough time; and

{3) credited service for furlcough time may not be used

m he five- r r iremen nder ion 1 f this A
for eligibility for a benefit.
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(k) For purposes of Subsection (j) of this section, the city

shall establish a unique pay code for furlough time to provide for
timely payment of city contributions and member contributions for
furlough time and to allow the pension system to identify furlough
time for each furloughed employee.

1 Neotwith ndin n rovision of thi ion h
interest rate on any service purchase shall be the then current
assumed rate of return, net compounded.

SECTICN 3.09. The heading to Section 8, Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article
6243h, Vernon's Texas Civil Statutes), is amended to read as
follows:

Sec, 8. MEMBER CONTRIBUTIONS.

SECTION 3.10. Sections 8(a), (b), and (c), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article
6243h, Vernon's Texas Civil Statutes), are amended to read as
follows:

(2) Subject to adjustments authorized under Section 8E or 8F
of this Act, beginning on the vear 2017 effective date, each [Feek
group—&] member of the pension system shall make biweekly [menthiy]
contributions during employment in an amount determined in
accordance with this section [by—the—penrsion—beonrrd—and—enpressed—as
a—percerptage—of—gatary] . The contributions shall be deducted by the
employer from the salary of each member and paid to the pension
system for depcosit in the pension fund. Member contributions under

hi ion shall m follows:
{1) each group A member shall contribute:
A seven percent of the member's salar
inning with the m r's fir full biweekl ri h
occurs on or after the year 2017 effective date:; and
(B) a total of eight percent of the member's
lar inning with the m r's fir full biweekl ri
for the member that occurs on or after July 1, 2018;
{2) each group B member shall contribute:
A two percent of the member's salary beginnin
with the member's first full biweekly pay period that occurs on or
fter th r 2017 eff i : an
B a total of four percent of the member's
salary beginning with the member's first full biweekly pay pericd
for the member that occurs on or after July 1, 2018; and
(3) each group D member shall contribute two percent
of the member's salary beginning with the member's first full
iweekl ri h r n or after th r 2017 eff iwv
date.

(b)) This sectiocn does not increase or decrease the
contribution obligation of any member that arose before the vear
2017 effective date [Feptember—3—aAB04+] or give rise to any claim
for a refund for any contributions made before that date.

(¢) The employer shall pick up the contributions required of
[g=exp—&] members by Subsection (a) of this section and
contributions required of group D members under Section 10A(a) of
this Act as soon as reasonably practicable under applicable rules
for all salaries earned by members after the year 2017 effective
date an nuary 1, 201 for ntri
10A{a) of this Act. The city shall pay the pickup contributions to
the pension system from the same source of funds that is used for
paying salaries to the members. The pickup contributions are in
lieu of contributions by [geeunp—%] members. The city may pick up
those contributions by a deduction from each [greuwp—5&] member's
salary equal to the amount of the member's contributions picked up
by the city. Members may not choose to receive the contributed

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

85/116



S30/2017

Texas-2017-SB2190-Enrdlled

amounts directly instead of having the contributed amounts paid by
the city to the pension system. An accounting of member
contributions picked up by the employer shall be maintained, and
the contributions shall be treated for all other purposes as if the
amount were a part of the member's salary and had been deducted
under this section. Contributions picked up under this subsection
shall be treated as employer contributions in determining tax
treatment of the amounts under the Internal Revenue Code of 1986, as
amended.

SECTION 3.11. Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes), is amended by adding Sections 8A, 8B, 8C, 8D, 8E,
8F, 8G, 8H, and 8I to read as follows:

Sec. 8aA. CITY CONTRIBUTIONS. (a) The city shall make

ntri ion h nsion m for it in h nsion
fund as provided by this section and Section 8B, 8C, 8E, or 8F of

this Act, as applicable. The city shall contribute:
{1) beginning with the vear 2017 effective date and

ending with the fiscal year ending June 30, 2018, an amount equal to

the sum of:

I the citv contribution rate, as determined in

the initial risk sharing valuation study conducted under Section 8C
f this A multipli h nsionabl roll for the fi 1
year; and
(B) the city contribution amount for the fiscal
year; and
{(2) for each fiscal year after the fiscal year ending
June 30, 2018, an amount equal to the sum of:
A h i ntri ion r rmin in
a subseguent risk sharing valuation study conducted under Section
8B of this Act and adjusted under Section 8F or 8F of this Act, as
1i 1 multipli h nsionabl roll for th
applicable fiscal year; and
(B) except as provided by Subsection (e) of this

section, the city contribution amount for the applicable fiscal
ear.

Ex Wwri n reemen ween th i n h
ension board under Secticn 3(n) of this Act providing for an
earlier contribution date, at least biweekly, the city shall make
h ntri ions r ir ion f thi ion
depositing with the pension system an amount equal to the sum of:
{1) the city contribution rate multiplied by the
nsionabl rell for th iweekl riod; an
(2) the city contribution amount for the applicable
fiscal year divided by 26.
With r h fi 1 r:
(1) the first contribution by the city under this
section for the fiscal year shall be made not later than the date
nt is m mpl for their fir full biweekl
period beginning on or after the first davy of the fiscal vear; and
{(2) the final contribution by the city under this
section for the fiscal vear shall be made not later than the date
payment is made to employees for the final biweekly pav period of
the fiscal year,
(d) Tn addition to the amounts required under this section,

the city may at any time contribute additional amounts to the

nsion m for it in th nsion fun ntering in
written agreement with the pension board in accordance with Section
3(n) of this Act.

If, in an iven fi 1 r he fun ratio i
greater than or equal to 100 percent, the citv contribution under
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this section may no longer include the city contributicon amount.

(f) Contributions shall be made under this section by the

city to the pension system in order to be credited against any
mortization h 1 £ n h nsion m_under

this Act.

ion (£ f thi ion n ff h
exclusion of contribution amounts under Subsection (e) of this
section or changes to an amortization schedule of a liabilitv laver

nder ion 8B 1 (F i) —(7 r 8F —-{4 £f this A
{(h) Notwithstanding any other law and except for the pensicn
obligation bond assumed under Section 8C(d) (?) of this Act, the
i m n i nsion 1i ion n fun h i
contribution rate under Subsection (a) (1) {(A) or (a) (2)(A) of this
section or the city contribution amount under Subsection (a) (1) {B)
I 2) {B £ thi ion
Sec. 8B. RISK SHARING VALUATION STUDIES. (a) The pensicn
system and the city shall separately cause their respective
actuaries to prepare a risk sharing valuation study in accordance
with this section and actuarial standards of practice. A risk
haring wval ion m :
1 f the fir f the fi 1 r for
which the study is required to be prepared;
2 incl in th nnual val ion r r
under Section 2B of thig Act;
(3) calculate the unfunded actuarial accrued
liabili f th nsion m;
{4) be based on actuarial data provided by the pension
system actuary or, if actuarial data is not provided, on estimates
£ rial ;
{(5) estimate the city contribution rate and the city
contribution amount, taking into account any adjustments required
nder ion 8E or 8F of this A for all 1i 1 rior fi 1

years;

{(6) detail the citv contribution rate and the city
contribution amount, taking into account any adjustments regquired
under Section 8E or 8F of this Act for all applicable prior fiscal
vears:

7 subject to Subsection of this secticon, be
based on the following assumpticons and methods that are consistent
with rial ndar f pr i

(A) an ultimate entry age normal actuarial

method:
B for I f rminin h rial
value of assets:

(i) except as provided by Subparagraph (ii)
f thi ragraph an ion 8F 1 r BF 1 f thig A n
asset smoothing method recognizing actuarial losses and gains over
a five-year period applied prospectively beginning on the year 2017
£f iv ; an
(ii) for the initial risk sharing valuation
study prepared under Section 8C of this Act, a marked-to-market
method applied as of June 30, 2016;
(C) closed lavered amortization of liability
1 r nsur h h mortization ri for h 1 r in
12 months after the date of the risk sharing valuation study in
which the ligbility layer is first recognized:
D h liabili 1 r i ign n
amortization period;
(E) each liability loss laver amortized over a

ri £ rs from the fir £f the fi 1 r innin
12 months after the date of the risk sharing valuation study in
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which the liabilitv loss laver is first recognized, except that the

legacy liability must be amortized from July 1, 2016, for a 30-year

period beginning July 1, 2017;
F h mortization ri for h ligbili

gain laver being:

i 1 he remainin mortization
period on the largest remaining liability loss layer and the two
lavers must be treated as one laver such that if the pavoff vear of

he liabili 1 1 r i ler r exten h £ff
year of the liability gain laver is also accelerated or extended; or
(ii) if there is no liability loss layer, a

ri £ rs from the fir f the fi 1 r innin
12 months after the date of the risk sharing valuation study in
which the liability gain layer is first recognized;

liabili 1 r includin he 1
liability, funded according to the level percent of pavroll method;
(H) the assumed rate of return, subject to

adjustment under Section 8E(c) (5) of this Act or, if Section 8C{g)
of this Act applies, adjustment in accordance with a written

reemen nter in nder ion n f thig A X h
h m r fr rn m n X ven rcen r _annum;
I the price inflation assumption as of the most
r n rial experien which m r h

pension board by plus or minus 50 basis points based on that

actuarial experience study;
o] lary incr n roll

growth rate set in consultation with the city's finance director;
(K) pavreoll for purposes of determining the
rridor mi in i ntri ion r n i ntri ion
amount must be projected using the annual payroll growth rate
assumption, which for purposes of preparing any amortization
h le m n X hr rcent; an
(T) the city contribution rate calculated

without inclusion of the legacy liability: and
8 be revised and restated, if appropriate, neot later

than:
A h r ir wri n reemen
nter in ween th i n h nsion rd; or
(B) the 30th day after the date required action
is taken by the pension board under Section 8E or 8F of this Act to
reflect any changes required by either section.
(b) BAs scon as practicable after the end of a fiscal vear,
h nsion m r h ir ion of th nsion m
and the city actuary at the direction of the city shall separately
prepare a proposed risk sharing valuation study based on the fiscal
r th i I
(c) Not later than Octoker 31 following the end of the
fiscal year, the pension system shall provide to the city actuary,
nder nfidentiali reement with th nsion rd in which
the city actuary agrees to comply with the confidentialitwy
provisions of Section 8G of this Act, the actuarial data described
by Subsection (a) (4) of this section.
(d) Not later than the 150th day after the last dav of the
fiscal year:
(1) the pension system actuary, at the direction of
the pension syvstem, shall provide the proposed risk sharing
val ion r r h nsion m r nder
Subsection (b) of this section to the city actuary: and
{(2) the city actuary, at the direction of the cityv,

hall provi h r risk sharing wval ion r r

the city actuary under Subsection (b) of this section to the pensiocn

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

28/116



S30/2017

Texas-2017-SB2190-Enrdlled

system actuary.

(e) Fach actuary described by Subsection (d} of this secticn

may provide copies of the proposed risk sharing valuation studies
to the city or the pension system as appropriate.

(fy TIf, after exchanging propesed risk sharing wvaluation
i nder ion £f thi ion, it is foun h h
difference between the estimated city contribution rate
recommended in the proposed risk sharing valuation study prepared
h nsion m r n h im i ntri ion
rate recommended in the proposed risk sharing valuation study
prepared by the city actuary for the corresponding fiscal year is:
1 1 han or 1 W rcen in h
estimated city contribution rate recommended by the pension system

actuary will be the estimated city contribution rate for purposes
£ ion f thi ion n h r risk sharin

valuation study prepared for the pension system is considered to be

the final risk sharing valuation study for the fiscal year for the
purposes of this Act; or

(2) greater than two percentage points, the city
r n h ngsion m r hall have 2 in
to reconcile the difference, provided that without the mutual
agreement of both actuaries, the difference in the estimated city
ntri ion r r mmen h i r n h im
city contribution rate recommended by the pension svstem actuary

may not be further increased and:
A if r 1 fr nciliation effor

under this subdivision, the difference is reduced to less than or
equal to two percentage points:

i h im i ntri ion r
proposed under the reconciliation by the pension system actuary
will be the estimated city contribution rate for purposes of

ion £f thi ion; an

(ii) the pension system's risk sharing

valuation study is considered to be the final risk sharing

valuation study for the fiscal year for the purposes of this Act; or

(B) if, after 20 business days, the pension

m r n h i r re n 1 r h
reconciliation that reduces the difference to an amount less than
or equal to two percentage peints:

i h i r h ir ion of th
city and the pension system actuary at the direction of the pension

system each shall deliver to the finance director of the city and
h X iw ir r of th nsion m final risk sharin

valuation study with anvy agreed-to changes, marked as the final

risk sharing valuation study for each actuary: and
ii n 1 r than th h for

first day of the next fiscal vear, the finance director and the
X iv ir r shall ex join ndum he final ri
haring val ion r iv nder ragraph (i £ thi

paragraph that is a part of the final risk sharing valuation study
for the fiscal year for all purposes and reflects the arithmetic
average of the estimated city contribution rates for the fiscal
vear stated by the cityv actuary and the pension system actuary in
he final risk sharing wal ion for r £ icon
{a) {5} of this section, and for reporting purposes the pension
system may treat the pension system actuarv's risk sharing

val ion with th ndum he final risk sharin
valuation study.

{g) The assumptions and methods used and the tvpes of

rial nd financial information r r h
initial risk sharing valuation study under Section 8C of this Act
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shall be used to prepare each subsequent risk sharing valuation

study under this section, unless changed based on the actuarial
experience study conducted under Section 8D of this Act.
h Th rial rovi nder ion 4 £
this section may not include the identifving information of
indivi 1 m r
Sec. 8BC. INITIAL RISK SHARING VALUATION STUDIES; CORRIDOR
MIDPOINT AND CITY CONTRIBUTION AMOUNTS. a The pension system
and the city shall separately cause their respective actuaries to
prepare an initial risk sharing valuation study that is dated as of
July 1, 2016, in accordance with this section. An initial risk
haring wval ion m :
{1) except as otherwise provided by this section, be
prepared in accordance with Section 8B of this Act, and for purposes
£ ion 8B 4 f this A n rial £
June 30, 2016, or, if actuarial data is not provided, on estimates
of actuarial data;
{(2) project the corridor midpoint for 31 fiscal years
beginning with the fiscal year beginning July 1, 2017: and
y ion i n i f thi
ion, ingl h 1 f ci ntri ion amoun for
fiscal years beginning with the fiscal year beginning July 1, 2017.
If the initial risk sharing wval ion h n n
prepared consistent with this section before the year 2017
effective date, as soon as practicable after the year 2017
£ff iv :
{1) the pension system shall provide to the city
actuary under a confidentiality agreement the necessary actuarial
h nsion m r r r h r
initial risk sharing valuation study; and
2 not later than the 30th day after the date the
ity ry r iw h rial
(A) the city actuary, at the direction of the
city, shall provide a proposed initial risk sharing valuation study

to the pension system actuary; and
B the pension system actuar at the directicn

f th nsion m hall provi r initial risk
haring val ion h i r
(c) If, after exchanging propeosed initial risk sharing

valuation studies under Subsection (b) (2} of this section, it is
determined that the difference between the estimated total city
contribution divided by the pensionable payroll for any fiscal year
in th r initial risk sharing val ion r r
the pension system actuary and in the proposed initial risk sharing
valuation study prepared by the city actuary is:

1 1 han or 1 W rcen in h
estimated citv contribution rate and the estimated city
contribution amount for that fiscal year recommended by the pension

I ryv will h im i ntri ion r n h
estimated citv contribution amount, as applicable, for purposes of
Section BB({a) (5) of this Act: or

(2) greater than two percentage points, the city

actuary and the pension system actuary shall have 20 business days
r ngil h ifferen nd:

() if, as a result of reconciliation efforts
under this subdivision, the difference in any fiscal year is
reduced to less than or equal to two percentage points, the city
contribution rate and the city contribution amount recommended by
the pension system actuary for that fiscal year will be the

im i ntri ion r n h im i
contribution amount, as applicable, for purposes of Secticn
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8B (a) (5) of this Act; or

(B) if, after 20 business davs, the city actuary
and the pension system actuary are not able to reach a

r nciliation th r h ifferen n_amount 1 han
or equal to two percentage peints for any fiscal year:
i h i r h ir ion of th

city and the pension system actuary at the direction of the pension
system each shall deliver to the finance director of the citv and

h X iw ir r of th nsion m final initial risk
sharing valuation study with any agreed-to changes, marked as the
final initial risk sharing valuation study for each actuary: and

ii he finan ir r an h b iv
director shall execute a joint addendum to the final initial risk
sharing valuation study that is a part of each final initial risk
haring val ion for all I n h refl h
arithmetic average of the estimated city contribution rate and the
estimated city contribution amount for each fiscal year in which
the difference was greater than two percentage points for purposes
of Section BB(a) (5) of this Act, and for reporting purposes the
pengion system may treat the pension gsystem actuary's initial risk
sharing valuation study with the addendum as the final initial risk
sharing wvaluation study.
In pr rin he initial risk sharing val ion

the city actuary and pension system actuary shall:
(1) adjust the actuarial wvalue of assets to be equal to

he mark val £ £ ly 1, 2016;

{(2) assume the issuance of planned pension cbligation
bonds by December 31, 2017, in accordance with Subsection (3) (2) of
hi ion;: an
{3) assume benefit and contribution changes under this
Act as of the year 2017 effective date.

If th i r n T r n initial risk
sharing wvaluation study for purposes of this section, the pensiocn
system actuary's initial risk sharing valuation study will be used
as the final risk sharing wvaluation study for purposes of this Act
unless the city did not prepare a proposed initial risk sharing
val ion h nsion m r idn rovi
the necessary actuarial data in a timely manner, TIf the city did

not prepare a preoposed initial risk sharing valuaticon study because
h nsion m r idn rovi he n r rial

data in a timely manner, the citv actuary shall have 60 days to

prepare the propesed initial risk sharing wvaluation study on
receipt of the negessary information,
(f) If the pension system actuary does not prepare a
proposed initial risk sharing valuation study for purposes of this
ion h I initial rigk gharing wval ion r r
by the city actuary will be the final risk sharing valuation study
for purposes of this Act.

Th i n h nsion rd m r n wri n

transition plan for resetting the corridor midpoint:
(1) if at any time the funded ratio is equal to or
greater than 100 percent; or
{2) for any fiscal vear after the pavoff vear of the
1 liabili
(h) Tf the city and the pension board have not entered into
an agreement described by Subsection (g) of this section in a given

fi 1 r h rridor mi int will h rridor mi in

determined for the 31st fiscal year in the initial risk sharing
valuation study prepared in accordance with this section.
i If th i mak ntri ion h nsion m

of at least $5 million more than the amount that would be regquired
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by Section BA({a) of this Act, a liability gain layer with the same

remaining amortization pericd as the legacy liability is created.
In each subsequent risk sharing valuation study until the end of
that amortization period, the city contribution amount must be
decreased by the amortized amount in each fiscal vear covered by the
liabili in 1 r

(1) Notwithstanding any other provision of this Act,
including Section 8H of this Act:

1 if th i fail liver th r f
ension obligaticon bonds totalin 250 million on or before March
31, 2018, the pension board shall have 30 days from March 31, 201§,

r in r ivel Il r all nefi han I
effective under S.B. No. 2190, Acts of the 85th Legislature,
Regular Session, 2017, as of the year 2017 effective date, or to
I lish th line for th liver bl nsion 1i ion
bond proceeds, reserving the right to rescind the benefit changes

authorized by this subdivision if the bond proceeds are not
delivered by the reestablished deadline; and

{(2) subject to Subsection (k) of this secticon, if the
nsion rd r in nefi han nder ivision (1 bl

this subsection or pension gbligation bond proceeds are not
delivered on or before December 31, 2017, the initial risk sharing
val ion hall r r in and r with
assuming the delivery of the pension cbligation bond proceeds, the
later delivery of pension cobligation bond proceeds, or the
r in nefi han 1i 1 includin
reamortization of the city contribution amount for the amortization

period remaining for the legacy liabilitv, and the resulting city
ntri ion r n i ntri ion amount will m

effective in the fiscal year following the completion of the
restated initial risk sharing valuation study.

k The r initial rigsk sharing val ion
required under Subsection (j) (2) of this section must be completed
at least 30 days before the start of the fiscal vear:

1 ending June 30, 2019, if the pension board does not

reestablish the deadline under Subsection (j) (1) of this section;
or

2 immediately following the reestablished deadline
if the pension beard reestablishes the deadline under Subsection
{1) {1) of this s ion _an h i fail liver th nsion
obligation bond proceeds described by Subsection (§) (1) of this
section by the reestablished deadline.

D ACTUARTAL EXPERIENCE STUDIE At 1 n
every four years, the pension system actuary, at the direction of

the pension system, shall conduct an actuarial experience study in
rdan with rial ndar f pr i Th rial

experience study required by this subsection must be completed not
1 r than r 30 of th r in which th is r ir
Lo be conducted.

(b) FExcept as otherwise expressly provided by Sections
8B(a) (MY (AY-(T) of this Act, actuarial assumptions and methods used
in the preparation of a risk sharing wvaluation study, other than the
initial risk sharing valuation study, shall be based on the results

f the m r n rial experien
(c) Not later than the 180th day before the date the pension
board may consider adopting any assumptions and methods for
r £ ion 8B of this A h nsion m shall provi
the city actuary with a substantially final draft of the pension
system's actuarial experience study, including:
1 11 mption nd meth r mmen h

gension system actuary; and
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(2) summaries of the reconciled actuarial data used in
creation of the actuarial experience study.

(d) Not later than the 60th day after the date the city
receives the final draft of the pension system's actuarial
experience study under Subsection {c) of this section, the city

r n nsion m ry m mmuni ncernin h
assumptions and methods used in the actuarial experience study.
During the period prescribed by this subsection, the pension system

ry m modi £ he r mmen mptions in th raf
actuarial experience study to reflect any changes to assumptions
and methods to which the pension system actuary and the city actuary
agree.,

{e) At the city actuary's written regquest, the pension

system shall provide additional actuarial data used by the pension
I r o r h raf rial experien

provided that confidential data may only be provided subject to a
confidentiality agreement entered into between the pension system
and the city actuary.

(f) The city actuary, at the direction of the city, shall

rovi in writin h nsion m r n h ngsion

system:

(1) any assumptions and methods recommended by the
i r h iffer from th ion nd meth
recommended by the pension system actuary; and
(2) the city actuary's rationale for each methed or
mption th ry r mmen n rmin nsi n
with standards adopted by the Actuarial Standards Board.
{g) Neot later than the 30th day after the date the pension
m ry r iwv h i ry's wri nr mmen
assumptions and methods and rationale under Subsection (f) of this
section, the pension system shall provide a written response to the

i identifyin n ion or meth r TMme h i
actuary that the pension system does not accept. TIf any assumption
or method is not accepted, the pension system shall recommend to the

city the names of three independent actuaries for purposes of this
section.

h An ry m nl r mmen 1 r en
by the pension system as an independent actuary under this section

if the person:
1 is n 1lr n h i h nsion

system, or any other pension system or fund authorized under
Article 6243e.2(1) or 6243g-4, Revised Statutes, to provide
actuarial services to the city, the pension system, or ancther

pension system or fund referenced in this subdivision:
(2) is a member of the American Academy of Actuaries;

and
{(3) has at least five years of experience as an actuary
working with on r _mor lic retiremen ms with in
pre £f 81 billion

(i) Not later than the 20th day after the date the city
receives the list of three independent actuaries under Subsection
{(gq) of this section, the city shall identify and the pension system
shall hire one of the listed independent actuaries on terms
acceptable to the city and the pension system to perform a scope of

work acceptable to the city and the pension svstem. The city and

the pension syvstem each shall pay 50 percent of the cost of the

in nden r n nder thi ion Th i hall
be provided the opportunity to participate in any communications
between the independent actuary and the pension system concerning
h n men I men rm I rforman f th Im £

the engagement.
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(i) The independent actuary engaged under Subsection (i) of
this section shall receive on request from the city or the pension
system:

(1) the pension system's draft actuarial experience
study, including all assumptions and methods recommended by the
pensicon system actuary:

(2) summaries of the reconciled actuarial data used to
prepare the draft actuarial experience study:

h i ry' ific r mren
assumptions and methods together with the citv actuary's written
rationale for each recommendation:

4 h nsion m ryv's wri n rationale for
its recommendations; and

{(5) if regquested by the independent actuary and

nfidentiali reemen ween th nsion m
and the independent actuary, additional confidential actuarial

data.
(k) Not later than the 30th day after the date the
independent actuary receives all the requested information under
ion (3 f thi ion he in nden r hall
advise the pension system and the city whether it agrees with the
assumption or method recommended by the city actuary or the
rr nding meth r mption r mmen h ngion
system actuary, together with the independent actuary's raticnale
for making the determination. During the period prescribed by this
ion he in nden ry m i r mmen ions in
simultaneous consultation with the pension system actuary and the
city actuary.

1 Th nsion m an h i m n k an
information from any prospective independent actuary about
possible outcomes of the independent actuary's review.

m If an in nden ry h ion r ngern
regarding an engagement entered into under this section, the
independent actuary shall simultaneously consult with both the city
actuary and the pension system actuary regarding the guestions or
concerns. This subsection does not limit the pension system's
authorization to take appropriate steps to complete the engagement
of the independent actuary on terms acceptable to both the pension

system and the city or to enter into a confidentiality agreement
with the in nden r ifn

(n) TIf the pension board does not adopt an assumption or

method recommended by the city actuarvy to which the independent
r r rr mmen h nsion m r h
city actuary is authorized to use that recommended assumption or

method in connection with preparation of a subsegquent risk sharing

val ion nder ion 8B of this A ntil the rigk sharin
valuation study following the next actuarial experience study is
r red.
K ITY NTRIBUTTON RATE WHEN ESTIMATED CTITY

CONTRIBUTION RATE LOWER THAN CORRIDOR MIDPOINT; AUTHORIZATION FOR
CERTAIN ADJUSTMENTS. (a) This section governs the determination
of the city contribution rate applicable in a fiscal year if the
estimated citv contribution rate is lower than the corridor
mi in
(b) If the funded ratio is:

{1) less than 90 percent, the city contribution rate
for the fiscal year equals the corridor midpeint; or

{2) equal to or greater than 90 percent and the city
contribution rate is:

A 1 r gr r than the minimum

contribution rate, the estimated city contribution rate is the city
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contribution rate for the fiscal year; or
(B) except as provided by Subsection ({e) of this
section, less than the minimum contribution rate for the
rr nding fi 1 r h i ntri ion r for th
fiscal vear equals the minimum contribution rate achieved in
rdan with ion f thi ion
{(c) For purposes of Subsection (b) (2) (B) of this section,
the following adjustments shall be applied sequentially to the
xtent r ir incr h im i ntri ion r
equal the minimum centribution rate:
(1) first, adjust the actuarial wvalue of assets equal
h rrent mark val £ if makin h i men
causes the city contribution rate to increase;
(?2) second, under a written agreement between the city
n h nsion ha nder ion s f this A nter in
not later than the 30th dav before the first day of the next fiscal
ear rospectively restore all or part of any benefit reductions
or reduce increased employee contributions, in each case made after
the vear 2017 effective date:

hir ler h ff r of the 1
liabili ff in he remaining 1 liabili h
amount of the new liability loss layver, provided that during the
ler ri h i will ntin h i

contribution amount as scheduled in the initial risk sharing
valuation study, subject to Section 8C{i) or (j) of this Act;

4 fourth ler h £ff r of existin
liability loss layers, excluding the legacy liability, by

accelerating the oldest liability loss lavers first, to an
mortization ri fn 1 han 2 rg from the fir f

the fiscal year beginning 12 months after the date of the risk
sharing valuation study in which the liability loss laver is first
r nized; an

(5) fifth, under a written agreement between the city
and the pension board under Section 3(n) of this Act entered into
not later than the 30th day before the first day of the next fiscal
year, the city and the pension board may agree to reduce the assumed

rate of return.
If the fun ratio is:
(1) egual to or greater than 100 percent:

A 1]l existing liabili 1 r includin h
legacy liability, are considered fully amortized and paid;
(B) the city contribution amount may no longer be
incl in th i ntri ion under ion 8A of this Act:; an
(C) the city and the pension system may mutually
agree to change assumptions in a written agreement entered into
ween th i n h nsion I nder ion n f thi
Act: and

{2) greater than 100 percent in a written agreement
ween th i n h nsion m enter in nder ion
3(n) of this Act, the pension system may reduce member
contributions or increase pension benefits if as a result of the
action:
(A) the funded ratio is not less than 100
rcent; an
(B) the city contribution rate is not more than
the minimum contribution rate.

(e) FExcept as provided by Subsection (f) of this section, if
an agreement under Subsection (d) of this section is not reached on
or before the 30th day before the first day of the next fiscal vear,

for he fir f the next fi 1 r h nsion I

shall reduce member contributions and implement or increase
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cost-of-living adjustments, but only to the extent that the city
contribution rate is set at or below the minimum contribution rate
and the funded ratic is not less than 100 percent.

£ If any m r ntri ion r ion or nefi
increase under Subsection (e) of this section has occurred within
the previous three fiscal years, the pension board may not make

additional adjustments to benefits, and the city contribution rate

must be set to equal the minimum contribution rate.
F ITY NTRIBUTION RATE WHEN ESTIMATED CITY
CONTRIBUTION RATE EQUAL TO OR GREATER THAN CORRIDOR MIDPOINT;
AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section governs
h rmination of th i ntri ion r in fi 1 r
when the estimated city contribution rate is equal to or greater
than the corridor midpoint.
If th im i ntri ion r i
{1) less than or egqual to the maximum contribution

rate for the corresponding fiscal year, the estimated city
contribution rate is the city contribution rate; or
{(2) except as provided by Subsection (d) or (f} of this

ion r r than the maximum ntri ion r for th
rr nding fi 1 r h i ntri ion r 1 h
corridor midpeint achieved in accordance with Subsection {c) of
this section.

c For purposes of Subsection (b) (2) of this section, the
following adjustments shall be applied sequentially to the extent
r ir r h im i ntri ion r 1
the corridor midpoint:
{1) first, adjust the actuarial wvalue of assets to the

rrent mark val £ if makin h i men h
city contribution rate to decrease;
{(2) second, if the pavoff vear of the legacy liability
W ler nder ion 8F f this Act:
{(A) extend the pavoff year of the legacy

liability by increasing the legacy liability by the amount of the
new liability gain layer to a maximum amount; and

(B) during the extended period provided by
Paragraph (A f thi ivision h i hall ntin

h i ntri ion amount for th xten ri in rdan
with the schedule included in the initial risk sharing wvaluation
] ion 8C(i r (3 f this Act; an
(3) third, if the payoff year of a liability loss layer
other than the legacy liability was previously accelerated under

ion 8F f thig A xten h £f r of existin

liability loss layers, excluding the legacy liability, by extending
the most recent loss layers first, to a payoff year not later than
rs from the fir f the fi 1 r inning 12 month
after the date of the risk sharing valuation study in which the
liability loss layer is first recognized.
If th i ntri ion r fter i men nder
Subsection (c) of this section is greater than the third guarter
line rate, the city contribution rate equals the third gquarter line
rate. To the extent necessary to comply with this subsection, the
city and the pension beoard shall enter into a written agreement
nder ion n f this A incr m r ntri icn n
make other benefit or plan changes not otherwise prohibited by
applicable federal law or regulations.
ins r lting from ] men m he r 1 £
written agreement between the city and the pension board under
Subsection (d) of this section may not be used as a direct offset
in h i ntri ion amount in any fi 1 r

(f) If an agreement under Subsection (d) of this section is
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not reached on or before the 30th day before the first day of the

next fiscal year, before the start of the next fiscal vear to which
the city contribution rate would apply, the pension board, tec the

xtent n r h i ntri ion r 1 h
third quarter line rate, shall:
1 incr m r ntri ions: an

(2) decrease cost-of-living adjustments.
() TIf the city contribution rate remains greater than the
rridor mi int in th hird fi 1 r after ] men r
made in accordance with an agreement under Subsection (d) of this
section, in that fiscal year the city contribution rate equals the

rridor mi in hiew in rdan with ion (h bl
this section.
(h) The city contribution rate must be set at the corridor
mi in nder ion £ thi ion :
{1) in the risk sharing valuation study for the third
fiscal year described by Subsection (g) of this section, adjusting

the actuarial wvalue of assets to egqual the current market wvalue of
assets, if making the adjustment causes the city contribution rate

r ;: an
2 nder wri n reemen nter in ween th
city and the pension board under Section 3(n) of this Act:

A incr ing m r ntri iong: an
B making any other benefit or plan changes not
otherwise prohibited by applicable federal law or regulations.

i If an reemen nder ion (h) (2 f thi ion
is not reached on or before the 30th day before the first day of the
next fiscal vear, before the start of the next fiscal vear, the

nsion r h xtent n r h i ntri ion
rate equal to the corridor midpeoint, shall:

{1) increase member contributions: and

2 r —of-livin ] men

Sec. 8G. CONFIDENTIALITY. {a) The information, data, and
document exchanges under Sections 8A through BF of this Act have all
the protections afforded by applicable law and are expressly exempt
from the disclosure requirements under Chapter 552, Government

X m r h i n nsion m in
written agreement under Section 3(n) of this Act.

(b) Subsection (a) of this section does not apply to:

{1) a proposed risk sharing valuation study prepared
by the pension system actuary and provided to the city actuary or
prepared by the city actuary and provided to the pension system

r nder ion 8B r 2 f this Act; or

(2) a final risk sharing valuation study prepared
under Section 8B or 8C of this Act.

A rigk gharing wval ion r r ither th
city actuary or the pension svstem actuary under Sections 8A
through 8F of this Act may not:

1 incl information in form th incl
identifiable information relating to a specific individual; or

{2) provide confidential or private information
regarding specific individuals or be grouped in a manner that
allows confidential or private information regarding a specific
indivi 1 i rn

Sec. BH. UNILATERAL DECISIONS AND ACTIONS PROHIBITED. No
unilateral decision or action by the pension beoard is binding on the
i nd n nil ral ision or ion h i i indin n

the pension system with respect to the application of Sections 8A
through 8F of this Act unless expressly provided by a provision of

h ion Nothing in thi ion is inten limi h
powers or authority of the pension board.
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Sec. 8. STATE PENSTION REVIEW BOARD; REPORT. (a) After

preparing a final risk sharing valuation study under Section 8B or
8C of this Act, the pension system and the city shall jointly submit
£ th r i ropri h Pension
Review Board for a determination that the pension system and city
re in mplian with this A

(b) Not later than the 30th day after the date an action is

taken under Section B8F or 8F of this Act, the pension system shall
mi r r h Pension Review Board r rdin n
actions taken under those sections.

{c) The State Pension Review Board shall notify the
governor, the lieutenant governor, the speaker of the house of
representatives, and the legislative committees having principal
jurisdiction over legislation governing public retirement systems

if th Pension Review Boar rmin h nsion m _or
the citvy is not in compliance with Sections 8A through 8H of this
Act.

SECTION 3.12. Section 9({c), Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 {(Article 6243h,
Vernon's Texas Civil Statutes), is amended to read as follows:

(c) If a member dies and there are no eligible surviwvors to
receive the allowance provided for in Section 14 of this Act, the
member's spouse [kewefieiary] or, if there is no spouse
[berefietary], the member's estate shall receive the refund amount.

SECTION 3.13. Section 10, Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 (Article 6243h,

Vernon's Texas Civil Statutes), is amended by amending Subsections
{(by, (d&}, (&), (g), and (h) and adding Subsections {(c-1), (d-1), and
{e-1) to read as follows:

(b) A group A or group B member of the pension system who
terminates employment is eligible for a normal retirement pension
beginning on the member's effective retirement date after the date
the member completes at least five years of credited service and
attains either:

(1) 62 years of age; or
(2) a combination of years of age and years of credited
service, including parts of years, the sum of which equals or is
greater than the number;
A 75 rovided the member is at least 50 years
of age: or
(B) 70, provided the member attained a
combination of years of age and vears of credited service,
includin r il r h m of which 1 r i r r than
the number 68 before January 1, 2005.

{(c=1) A group D member who terminates employment is eligible
for normal retiremen nsion innin n_the m r! hidof iwv
retirement date after the date the member completes at least five
years of credited service and attains 62 years of age.

(d) Subject to Section 17 of this Act, the [Fke] amount of

the monthly normal retirement pension payable to an eligibkble:

(1) [xetired] group A or group B member who retires
before Januvary 1, 2005, shall be determined under the law in effect
on the member's last day of credited service:

{2) group A member who retires on or after January 1,
2005, is equal to the sum of:

{A) the member's averade monthly salarvy
multiplied by the percentage rate accrued under the law in effect on
December 31, 2004, for each year of the member's vears of credited
service in group A that is earned before January 1, 2005;

{B) the member's average monthly salary
multiplied by 2.5 [s—3+4] percent for each year of the member’'s
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years of credited service in group A during the member's first 20
[+8] vears of service that is earned on or after January 1, 2005;:[+
3172 e ! — . . c ¥ : . ,

: g r+eer] and
c the member's average monthly salar
multiplied by 3,25 [4-3/4] percent for each year of credited

service of the member in group A during the member's years of
service in excess of the 20 years described under Paragraph (B) of

hi ivision th i rn n or after nuary 1, 2

{3) group B member who retires on or after January 1,
2005, is egual to the sum of:

A he m r' ver monthl lar

multiplied by the percentage rate accrued under the law in effect on

December 31, 2004, for each year of the member's years of credited
rvi in_gr B th i rn for nuary 1, 2

B the member's averade monthly salar
multiplied by 1.75 percent for each year of the member's years of
credited service in group B during the member's first 10 years of
service that is earned on or after January 1, 2005;

he m r' ver monthl lar
maltipli W rcent for h of the m r' r f credi
service in group B in excess of the 10 years described under
Paragraph (B f thi ivision th i rn n or after nuar

1, 2005; and

D the member's average monthly salar
multipli 2 rcent for h r of credi rvi f th
member in group B during the member's years of service in excess of
20 vears that is earned on or after January 1, 2005; or

4 r D m r who retir n or after nuary 1

2008, is equal to the sum of:

A the member's average monthly salar
maltipli 1 rcent for h r of the m r' r £
credited service during the member's first 25 years of service; and

B the member's average monthly salar
multiplied by 1 percent for each year of credited service of the
member in group D during the member's years of service in excess of
25 years.

-1 For r f ion f thi ion
service credit is rounded to the nearest cne-twelfth of a vear [Fe=x

(e) A group D member who terminates employment with the city

or the pension system may elect to receive an early retirement
nsion 1 r nefit if the m r h ined:

{1) at least 10 years of credited service and is at
least 55 years of age; or
2 fiw I f credi rvi n ination
of years of age and vears of credited service, including parts of
years, the sum of which eguals or is greater than the number 75.
{e-1) The amount of the egarly retirement pension payable to
a retired group D member under Subsection (e) of this section shall
1 he monthly normal retiremen nsion r 2
percent for each month the member is less than 62 years of age at
retirement [

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

99/116



S30/2017

Texas-2017-SB2190-Enrdlled

membertls—average—menthlysalary].

(g) Notwithstanding any other provision of this Act, the
total normal retirement pension of a retired member with credited
service in group A, group B, [e®] group C, or group D may not exceed
90 percent of the member's average monthly salary.

(h) ©On or after February 1, 2018, and for [Fexr] future

payments only, pension nefi

retirees, and for all group D retirees who terminated employment on
or after the year 2017 effective date with at least five years of
credited service, and survivor benefits for [ell—retirees—nad]
eligible survivors of a former member of group A or group B, or of a

former member of group D who terminated employment on or after the
year 2017 effective date with at least five years of credited

service, shall be increased annually by the cost-of-living
adjustment percentadge [fewr—pereernt], not compounded, for all such
eligible persons receiving a pension or survivor benefit as of
January 1 of the year in which the increase is made.

SECTICN 3.14. Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes), is amended by adding Section 10A to read as
follows:

Sec., 10A. GROUP D MEMBER HYBRID COMPONENT. (a) Cn and
after January 1, 2018, in addition to the group D member

ntri ion nder ion f this A h gr D m r shall
contribute one percent of the member's salary for each biweekly pay
period beginning with the member's first full biweekly pav period
fter the 1 r of nuary 1, 201 r th r D _m r's fir
date of employment. The contribution required by this subsection:
{1) shall be picked up and paid in the same manner and

at the same time as group D member contributions reguired under
Section 8(a) (3) of this Act, subject to applicable rules;
2 i r from and in ition h r D
il r ntri ion under ion f this Act; an
(3) is not subject tco reduction or increase under
ions 83 thr h 8F of this A r refun nder ion 17 of
this Act.
(b)Y For each biweeklv pav period of a group D member's
rvi for which th r D m r mak h ntri ion
required under Subsection (a) of this section, the following
amounts shall be credited to a notional account, known as a cash
lan I for th r D m r:

{1) the amount of the contributions paid under
Subsection (a) of this section for that biweekly pay periocd: and

2 inter n_th lan £ th r D m r'
cash balance account determined by multiplying:

{A) an annual rate that is one-half the pension
system's five-year investment return based on a rolling
five-fiscal-year basis and net of investment expenses, with a
minimum annual r £f2 rcen n maximum annual r £f 7
percent, and divided by 26; and

(B) the amount credited to the group D member's
cash balance account as of the end of the biweekly pay period.

{(¢) The pension system may not pay interest on amounts
credited to a cash balance account but not received by the pension
m under ion £f thi ion

(d) On separation from service, a group D member is eligible
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to receive only a distribution of the contributions credited to

that group D member's cash balance account, without interest, if
the group D member has attained less than one year of service while
contributing to the cash balance account. If a group D member
attains at least one year of service while contributing to the cash
balance account, the group D member is fully vested in the accrued
benefit represented by that group D member's cash balance account,
including interest.

In manner and form pr ri h nsion r
group D member who terminates emplovment is eligible to elect to
receive the group D member's cash balance account benefit in a
lump-—sum n in ntiall 1 riodi men in
partial lump-sum pavment followed by substantially equal periodic
payments, or in partial payments from the group D member's cash
balance account.

(f) Contributions may not be made to a group D member's cash

balance account for a pericd that occurs after the date the group D
member terminates employment, except that interest at a rate that
is not greater than the rate under Subsection (b} (2} of this

ion rmin h nsion r m redi

on the former group D member's undistributed cash balance account

after the date the group D member terminates employment.
n _th h of r D m r or former gr D m

before the full distribution of the member's cash balance account,
the deceased member's cash balance account shall be payable in a
single Jlump-sum payment to:

(1) the deceased member's surviving spouse;

{(2) if there is neo surviving spouse, each designated

neficiar £f th m r ign in the manner an n

a form prescribed by the pension board; or

{(3) if there is no designated beneficiarv, the
deceased member's estate,

(h) The lump-sum pavment described by Subsection {(g) of this

section shall be made within a reasonable time after the pension

board has determined that the individual or estate is eligible for
the distribution.

i i h her provigsion f thi ion h
pension board may adopt rules necessary to implement this section,
including rules regarding the pavment of the cash balance account

limi ion n _th imin nd fr ncy of payments. All
distributions and changes in the form of distribution must be made
in a manner and at a time that complies with the Internal Revenue
Code of 1886,

SECTION 3.15. Section 11, Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), is amended to read as follows:

Sec. 11. QPTION-ELIGIBIE PARTICIPANTS [ERSUP—E—RERFREMENE
SRPIONE]. (a) In this section, "J&S Annuity" means payment of a
normal retiremen nsion or rly retiremen nsion under on £
the options provided by Subsection (b) of this section.

{a-1Y For purpcses of this section, an option-eligible

participant is:
1 a former group A or group B member who terminates
mpl nt with th i r th ngion m on or after n
2011, and who is eligible to receive a normal retirement pension,
provided the member was not married as of the date of the member's
termination of employment;
(2) a former group B member who terminated employment
with the city or the predecessor system before September 1, 1297,
nd who i ligibl I iwv normal retiremen ngion: or

{3) a former group D member who terminated employment
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with the city or the pension system and who is eligible to receive a
normal retirement pension or an early retirement pension.
a=2 The pension board, in its sole discretion, shall make
rminations r rdin n indivi 1! n
option-eligible participant.
(2—-3) Before the date an option-eligible participant

commences receipt of a benefit, that option-eligible participant [#

predecesser—ayotembefore—Lfeptember—3+—3987+] must elect, in a

manner and at a time determined by the pension board, [befere—the
member!ls—effecetive retirement—date] whether to receive [khase] the

participant's [membesls] normal retirement pension or early
retirement pension, as applicable, or to have the option-eligible
participant's normal retirement pension or early retirement
pension, as applicable, paid under one of the options provided by

Subsection (b) of this section. The election may be revoked, in a
manner and at a time established by the pension board, not later
than the 60th day before the date the participant commences receipt
of a benefit [memberls—effeastire—retirement—date].

(b) The normal retirement pension or early retirement
pension may be one of the following actuarially equivalent amounts:

(1) option 1l: a reduced pension payable to the
participant [membexr], then on the participant's [membexls] death
one-half of the amount of that reduced pension is payable to the
participant's [memberls] designated survivor, for life;

{2) option 2: a reduced pension payable to the
participant [memiex], then on the participant's [memberls] death
that same reduced pension is payable to the participant's
[memberts] designated surviveor, for life; and

(3) option 3: a reduced pension payable to the
participant [memeer], and if the participant [member] dies within
10 years, the pension is paid to the participant's [memberls]
designated survivor for the remainder of the 10-year pericd
beginning on the participant's benefit commencement [memberls
effective—retirement] date.

(c) If an option-eligible participant [e—fesmer—eeouwr—b
membexr] who has made the election provided by Subsection (b) of this
section dies after terminating employment with at least five years
of credited service but before attaining the age required to begin
receiving a normal or early retirement pension, the person's
designated survivor 1s eligible for the J&S Annuity [kemefits]
provided by the option selected by the gption-eligible participant
[former—member] at the time of separation from service. The
benefits first become payable to an eligible designated survivor on
the date the option-eligible participant [fermermember] would have
become eligible to begin receiving a pension. If the designated
survivor elects for earlier pavment, in a time and manner
determined by the pension board, the actuarial eguivalent of that
moun hall 1 h rlier

(d) A survivor benefit under Subsection (c) of this section

or a J&S Annuity is not payable if:
(1) except as provided by Subsection (e) of this

section, an option-eligible participant [FH—e—fermer—grotp—E—members
wader—Subsectien—(a)—ef—+this—seetiern] does not elect one of the J&8§
Annuity options under Subsection (b) of this section and dies
before retirement has commenced:

{2) an option-eligible participant elects a normal
retirement pension or early retirement pension and dies before
retirement has commenced:; or

n ion—-eligibl rticipan i fter
retirement has commenced and that option-eligible participant:
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{A) elected a normal retirement pension or early

retirement pension:
{(B) did not make a valid election under

ion £ thi ion; or
{C) made an election that is void[+—a—sueriver
kepefit—is—mot—payabie] .

(e) BAn option-eligible participant described by Subsection
{a—-1} (3} of this section who did not elect cone of the J&S Annuity
ion nder ion £f thi ion i nsider haw
elected a J&S Annuity option under Subsection (b} (1) of this
section and to have designated the participant's surviving spouse
as the optional annuitant if the participant:
{1) was not in service with the city or the pensiocn
system at the time of the participant's death;
2 i rviv rvivin ;_an

{3) dies before the participant's retirement has

commenced.
(fy Tf the option-eligible participant described by
Subsection (e} of this section has no surviving spouse, a survivor
nefi r Annui is n 1 If Annui i i
nder ion f thi icn rvivor nefit is n
payable under this subsection or under Section 14 of this Act.

If ion f thi ion woul herwi 1
to prohibit the payment of a survivor benefit or J&S Annuity, but
there is one or more dependent children of the deceased

ion-eligibl rticipan h rovision f ion 14 of thi

Act control the payment of survivor benefits to the dependent child
or children. The pension system may not pay both a J&S Annuity

nder thi ion an rvivor nefi nder ion 14 of thi
Act with respect to any option-eligible participant. If a J&S
Annuity is paid under Subsection (e} of this section, a survivor

nefit is n 1
(h) Tf an option-eligible participant has previously

elected a J&S Annuity for a previous period of service, nc benefits
have been paid under that previous election, and the

option-eligible participant terminates employment on or after
nuary 1, 2012 h revi 1 ion is wvoi n h

ign-eligibl riicipan hall mak n el ion under
Subsection (b) of this secticn to apply to all periods of service.
(i) If a former group B member with service before September
1, 1997, was rehired in a covered position and converted the group B
service covered by a J&S Annuity to group A service, and that member
rmin mpl n n or after nuary 1, 2012 nd is n n
option-eligible participant at the time of the member's subsequent

termination, the previcus election is wvoid and survivor benefits
for an eligibl rvivor, if an r 1 rovi ion

14 of this Act, provided kenefits were not paid under the previous
election.

] If an ion-eligibl rticipant wh 1
Annuity under this section designates the participant's spouse as a
designated survivor and the marriage is later dissolved by divorce,
annulment, or a declaration that the marriage is void before the

participant's retirement, the designation is void unless the

rticipant reaffirm h ignation after the marri W
dissolved.
(k) A J&S5 Annuity payable to a designated survivor of a
retir ion—-eligibl rticipant i £ff iw n the fir

of the month following the month of the option-eligible

participant's death and ceases on the last dav of the month of the
ign rvivor' h or on the 1 £f the month in which

the survivor ctherwise ceases to be eligible to receive a J&S
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Annuity.

SECTION 3.16. Section 12(a) (5), Chapter 88 (H.B. 1573),
Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), is amended to read as follows:

(5) T"DRCOP entry date"™ means the date a member ceases to
earn service credit and begins earning credit for the member's DROP
account, which is the later of the date the member is eligible to
participate in the DROP, the date requested by the member, or
October 1, 1997, as approved by the pension board. The DROP entry
date is the first day of a month and is determined by the normal
retirement eligibility requirements of this Act or of Chapter 358,
Acts of the 48th Legislature, Regular Session, 1943 (Article 62Z243q,
Vernon's Texas Civil Statutes), as applicable, in effect on the
requested DROP entry date. A member who enters DROP on or after

nuary 1, 2 o n haw DROP entr h I for
the date the pension system receives the member's request to
participate in DROP.

SECTION 3.17. Section 12, Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), is amended by adding Subsections
{b-1), (d-1), (o-1), (r), (s), and (t) and amending Subsections
(d), (£}, (qg), (h), (Jj), (k), (m), (o), and (p) to read as follows:

=1 Notwith ndin ion f thi ion, for
DROP participation beginning on or after January 1, 2005, a member
must meet the normal retirement eligibility requirements under

ion 1 r f this A ligibl 1
participate in DROP. This subsection does not apply to a member
who:

1 m h ligibili r iremen nder ion

10(b) of this Act in effect before January 1, 2005; or
2 before Januarvy 1, 2005, had at least five yvears of
redi rvi n ination of r £ n r bl

credited service, including parts of years, the sum of which
equaled or was greater than 68.

(d) Credited service and normal retirement benefits cease
to accrue on the day preceding the member's DROP entry date. The
period of a member's DROP participation, unless revoked as provided
by Subsection (j) of this section, begins on the DROP participant's
DROP entry date and ends on the date of the DROP participant's last
day of active service with the city or the pension system. On the
first day of the month following the month in which the pension
board approves the member's DROP election, the DROP election
becomes effective and the pension board shall establish a DROP
account for the DROP participant. For each month during the period
of DROP participation before a DROP participant's termination of
employment, the following amounts shall be credited to the DROP
participant's DROP account, including prorated amounts for partial
months of service:

(1) an amount equal to what would have been the DROP
participant's monthly normal retirement benefit if the DROP
participant had retired on the DROP participant's DROP entry date,
except that the monthly amount shall be computed based on the DROP
participant's credited service and average monthly salary as of the
DROP entry date and the benefit accrual rates and maximum allowable
benefit applicable on the DROP election date, with the
cost-of-living adjustments pavable under Subsection (s) of this
section, if any, that would apply if the DROP participant had
retired on the DROP participant's DROP entry date; and
{2) subject to Subsection (d-1) of this section, [fe=
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. . , he—BROP; ;
[2+] interest on the DROP participant’'s DROP account

balance computed at a rate determined by the pension board and
compounded at intervals designated by the pension board, but at
least once in each 13-month period.

-1 Beginnin nuary 1, 201 h nsion r hall
establish the interest rate applicable under Subsection (d) (2) of
this section as of January 1 of each year at a rate:

1 X rovi ivision (2 f thi
subsection, equal to half the pension system's five-year investment
return based con a rolling five-fiscal-year basis and net of
inwv men Xpen ;: an

{2) that may not be less than 2.5 percent or more than

7.5 percent.

(f) The period for credits to a DROP participant's DROP
account includes each month beginning with the DROP participant's
DROFP entry date through the date the DROP participant terminates
employment with the city or the pension system. Credits may not be
made to a DROP participant's DROP account for a period that occurs
after the date the DROP participant terminates employment, except
that interest at a rate determined by the pension board may be paid
on the person's undistributed DROP account balance after the date
the person terminates employment. A DROP participant must pay

required contributions to the pension system for all time in DRQP
that would otherwise constitute service in order to receive

llowabl redi he DROP rticipant's DROP n
(g) A DROP participant who terminates employment is

eligible to elect to receive the DROP participant's DROP benefit in
a lump sum, in substantially equal periodic payments, [ex] in a
partial lump sum followed by substantially equal periodic payments,
or in partial pavments from the participant’'s DROP account, in a
manner and form rmin h nsion r Th nsion r
may establish procedures concerning partial payments under this
subsection, including limitations on the timing and frequency of
those payments., A participant who elects partial payments may
elect to receive the participant's entire remaining DROP account
balance in a single lump-sum pavment. The pension board shall
determlne a reascnable time for lump-sum and periodic payments of

the DROP benefit. [ﬁﬁ—e&ee%teﬁ—eeﬁeefﬁtﬁg—ﬁiﬂg&e—iﬂmp—ﬁﬁm—ef

as—amended—] All dlstrlbutlons and changes in the form of
distribution must be made in a manner and at a time that complies
with that provision of the Intermnal Revenue Code of 1986, as
amended.

(h) If a DROP participant dies before the full distribution
of the DROP participant's DROP account balance, the undistributed
DROFP account balance shall be distributed to the DROP participant's
surviving spouse, if any, in a lump-sum payment within a reasonable
time after the pension board has determined that the surviving
spouse is eligible for the distribution. If there is no surviving
spouse, each beneficiary of the DROP participant [pastieipentls
kepefieiery], as designated in the manner and on a form established
by the pension beoard, is eligible to receive the beneficiary's
applicable portion of the deceased DROP participant's
undistributed DROP account balance in a lump-sum payment within a
reasonable time after the pension board has determined that the
beneficiary is eligible for the distribution. If no beneficiary is
designated, the undistributed DROP account balance shall ke
distributed to the deceased participant's [memberls] estate.

(j) BAn election to participate in the DROP is irrevocable,
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except that:
(1) if a DROP participant is approved for a service
disability pension, the DROP participant’s DROP electicn is
automatically revoked; and
(2) if a DROP participant dies, the surviving spouse,
if any, or the beneficiary, if any, may elect to revocke the DROP
participant's DROP election, at a time and in a manner determined by
the pension beoard, only if the reveocation occurs before a
distribution from the DROP participant's DROP account or the
payment of a surviveor benefit under this Act or Chapter 358, Acts of
the 48th Legislature, Regular Session, 1943 (Article 6243g,
Vernon's Texas Civil Statutes) [+and
3% — — et

(k) ©On revocation of a DROP election under Subsection (j) of
this section, the DROP account balance becomes zero, and a
distribution of DROP benefits may not be made to the participant
[memises=], the participant's [memeesls] surviving spouse, or the
participant's [memkexrls] beneficiaries. In the event of
revocation, the benefits based on the participant's [membexrls]
service are determined as if the participant's [membex's] DROP
election had never occurred.

(m) If an unanticipated actuarial cost occurs in
administering the DROP, the pension board, on the advice of the
pension gystem [aystemls] actuary, may take action necessary to
mitigate the unanticipated cost, including refusal to accept
additional elections to participate in the DROP [pta®]. The
pension system shall continue to administer the DROP [gtamn] for the
DROP participants participating in the DROP [pt=r] before the date
of the mitigating action.

(o) Except as provided by Subsection {o-1) of this section
on [6=] termination of employment, a DROP participant shall receive
a normal retirement pension under Section 10 of this Act or under
Section 11, 22A, or 24 of Chapter 358, Acts of the 48th Legislature,
Regular Session, 1943 {Article 6243g, Vernon's Texas Civil
Statutes), as those sections read on the day preceding the
participant's DROP entry date, as applicable, except that the
credited service under that section is the member's credited
service as of the day before the member's DROP entry date, the
benefit accrual rate applicable to the credited service shall be
the benefit accrual rate in effect on the member's DROP election
date, the maximum allowable benefit shall be the maximum allowable
benefit in effect on the member's DROP election date, and the
member's average monthly salary is the average monthly salary
determined as of the later [dete] of the member's DROP entry date or
January 1, 2005, as applicable [fesmimetiren—ef—emplreyment]. The
DROP participant's normal retirement pension is increased by any
cost-of-living adjustments applied to the monthly credit to the
member's DROP account under Subsection (d) (1) of this section
during the member's participation in the DROP. Cost-of-living
adjustments applicable to periods after the date of the DROP
participant's termination of employment are based on the DROP
participant's normal retirement pension computed under this
subsection or Subsection (o-1) of this section, as applicable,
excluding any cost-of-living adjustments.

=1 n rmination of empl n n for n nefi

or DROP pavment, a DROP participant who is an option-eligible
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participant shall make the required election under Section 11 of

this Act. If the coption-eligible participant elects a J&S Annuity,

the DROP account, including all DROP credits, shall be recalculated
from the DROP entr rmination of empl I rovi

Subsection (o) of this section as if the J&S Annuity was selected to

be effective as of the DROP entry date.

(p) If a DROP election is not revoked under Subsection (j)
of this section, the survivor benefit payable to an eligible
survivor of a deceased DROP participant under Section 14 of this Act
is computed as a percentage of the monthly ordinary disability
pension that the member would have been eligible to receive had the
member suffered a disability the day before the member's DROP entry
date, except that the ordinary disability pension is computed based
on the DROP participant's credited service as of the day before the
DROF participant's DROP entry date, the benefit accrual rate
applicable to the credited service as of the DROP participant's
DROP election date, and the DROP participant's average monthly
salary as of the later [date] of the DROP participant's DROP entry
date or January 1, 2005, as applicable [de=sR]. A surviving spouse,
if any, of a DROP participant who dies from a cause directly
resulting from a specific incident in the performance of the DROP
participant's duties for the city or the pension system is
ineligible to receive enhanced survivor benefits under Section
14(c) of this Act unless the DROP election is revoked under
Subsection (j) (2) of this section and the surviving spouse receives
a survivor benefit as otherwise provided by this subsection.

(r) Except as provided by Subsection (s) of this section,
the pension svstem mav not credit a DROP account with a

—of-livin ] men rgen n or after February 1, 201

(s) ©On or after February 1, 2018, and for future credit

onl the pension svstem shall credit a cost-of-living adjustment

rcen n I n he DROP n £ DRQP
participant who was at least 62 years of age as of January 1 of the
vear in which the increase is made.

t The pension board may establish deadlines for the
submission of any information, document, or other record pertaining
to DROP,

SECTION 3.18. Sections 13(a), (b)), and {c), Chapter 88
(H.B. 1573}, Acts of the 77th Legislature, Regular Session, 2001
{Article 6243h, Vernon's Texas Civil Statutes), are amended to read
as follows:

{(a) A member who has completed five or more years of
credited service and who becomes disabled is eligible, regardless
of age, for an ordinary disability retirement and shall receive a
monthly disability pension computed in accordance with Section
10(d) of this Act [fer—greup—A—members—and—Section—I0-te}—for—e
mereers] .

(b) A member who is disabled by reason of a personal injury
sustained or a hazard undergone as a result of, and while in the
performance of, the member's employment duties at some definite
place and at some definite time on or after the date of becoming a
member, without serious and wilful misconduct on the member's part,
is eligible for a service disability retirement and shall receive a
monthly disability pension equal to the greater of:

(1) the monthly normal retirement pension computed
under Section 10{(d) of this Act [fer—a—egreup—Amemberer Section

Ioter—for—a—greup—B—membex]; oOr
(2) 20 percent of the member's monthly salary on the
date the injury occurred or the hazard was undergone.
(c) In addition to the monthly disability pension under
Subsection (b) (2) of this secticon, a group A member shall receive
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one percent of the salary under Subsection (b) (2} of this section
for each year of credited service. The total disability pension
computed under Subsection (b) (2) of this section may not exceed the
greater of:

(1) 40 percent of that monthly salary; or

(2) the monthly normal retirement pension computed in
accordance with Section 10(d) of this Act [fer—ea—egroup—F—member—or
feetien—to{e}—fora—sreup—B—member].

SECTICN 3.19. Section 14, Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 {(Article 6243h,
Vernon's Texas Civil Statutes), is amended by amending Subsections
{a), (b}, (c), (d), (e), and (h) and adding Subsection (b-1) to read
as follows:

(2) Except as provided by Section 11 or [Seetien] 12 of this
Act, the pension board shall order survivor benefits to be paid Lo
an eligible survivor in the form of a monthly allowance under this
section if:

{l) a member or former member of group A or group B
dies from any cause after the completion of five years of credited
gservice with the city or the pension system;

(2) while in the service of the city or the pensicn
system, a member dies from any cause directly resulting from a
specific incident in the performance of the member's duty; [e=]

(3) a member of group A or group B dies after the date
the member retires on a pension because of length of service or a
disability and the member leaves an eligible survivor; or

{(4) a member of group D dies from any cause after the
completion of five vears of credited service with the citv or the

ngion m if the m r on th f the m r' h w
still in service with the c¢ity or the pension system.

(b) A surviving spouse of a member described by Subsection

{a) {1) or (4) of this section [er—fermer—member] who dies while
still in [dfes—smfter—tmvingreompleted—five—years—ofcredited]
service with the city or the pension system[+—kut—leforelbeginning
fo—recetve—retirement—bernefitsy] is eligible for a sum equal to fthe
following applicable percentage [#88—pe=semt] of the retirement
benefits to which the deceased member or former member would have
been eligible had the member been totally disabled with an ordinary
disability at the time of the member's last day of credited service:

1 rcen if the m r' h r n_or
after the vear 2017 effective date and the spouse was married to the
member for at least one continucus year as of the member's date of
death, except that the allowance payable to the surviving spouse
may not be less than $100 a month; or

{(2) 50 percent, if the member's death occurs on or

fter th r 2017 eff 1w n h W marri h
member for less than one continuous year as of the date of the
member's death.

=1 A rvivin i former m r ri
Subsection (a) (1} of this secticon who dies on or after the year 2017

effective date while not in the service of the city or the pension
system and before the member's retirement commenced, is eligible

for a sum equal to 50 percent of the deceased former member's normal
r nsion h im f th former m r's 1

of credited service. Benefits under this subsection first become
pavable on the date the former member would have become eligible to
in r ivin nsion, If th rvivin 1 for
carlier payment, in a time and manner determined by the pension
board, the actuarial equivalent of that amount shall be pavable at
that earlier date,
(c) A surviving spouse of a member described by Subsection
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{a) (2) of this section who dies from a cause directly resulting from
a specific incident in the performance of the member’'s duty with the
city or the pension system, without seriocus or wilful misconduct on
the member's part, is eligible for a sum equal to 80 [+88] percent
of the deceased member's final average salary.
(d) A surviving spouse of a retiree described by Subsection
{(a) {3) of this section who dies after having received retirement
benefits is eligible for a sum equal to the following applicable
percentage [+88—pereent] of the retirement benefits being received
at the time of the retiree's death, including anv applicable [—%Fhe]
cost-of-living adjustment in the survivor benefit under Section
10(h} of this Act [+s] computed based on the unadjusted normal
retirement pension of the deceased retiree:
(1) 80 percent, if the retiree's death occurs on or
fter th r 2017 eff 1w n he retir I from
service with the city or pension system before the year 2017
effective date;
{(2) 80 percent, if the retiree's death occurs on or
after the year 2017 effective date and the retiree separated from

rvi with th i r nsion m on or after th r 2017

ff iv rovi h rvivin W marri h
retiree at the time of the retiree's death and for at least one

ntin r f th f the retiree' ration from

service; or
{(3) 50 percent, if both the retiree's separation from
rvi n h r on or after th r 2017 eff iv n
the surviving spouse was married to the retiree at the time of the

retiree's death for less than one continuous vear as of the date of

he retiree’ ration from rvice.

(e) If there is a surviving spouse, each dependent child
shall receive a survivor benefit equal to 10 percent of the pension
the member would have received if the member had been disabled at
the time of death up to a maximum of 20 percent for all dependent
children, except that if the total amount payable to the surviving
spouse and dependent children is greater than 80 [+88] percent of
the benefit the member would have received, the percentage of
benefits pavable to the surviving spouse shall be reduced so that
the total amount is not greater than 80 [+88] percent of the benefit
the member would have received, and the reduction shall cecntinue
until the total amount payable to the surviving spouse and
dependent child, if any, would not be greater than 80 [#88] percent
of the benefit the member would have received.

(h) If a retiree dies and there is no eligible survivor, the
retiree's spouse, if any, or if there is no spouse, the retiree's
estate, is eligible to receive a lump-sum payment of the
unamortized balance of the retiree's accrued employee
contributions, if any, other than contributions after the DROP
entry date, as determined by an amortization schedule and method
approved by the pension board. A pension payable to a retiree
ceases on the last day of the month [precedimgs—the—menthk] of the
retiree's death. A survivor benefit payable to an eligible
survivor is effective on the first day of the month following the
month of the retiree's death and ceases on the last dav of [mernth
precedirng] the month of the eligible survivor's death or on the last
day of the month in which the survivor otherwise ceases to be
eligible to receive a surviver's benefit.

SECTICN 3,20. Sections 16(a) and {e), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article
6243h, Vernon's Texas Civil Statutes), are amended to read as
follows:

(a) Notwithstanding any other provision of this Act, the
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pension board may pay to a member, deferred participant, eligible
survivor, alternate payee, or beneficiary in a lump-sum payment the
present value of any benefit payable to such a person that is less
than $20,000 [#+8+6688] instead of paying any other benefit payable
under this Act. If the lump-sum present value of the benefit is at
least $1,000 [$5+868] but less than $20,000 [&+6+8H8], the pension
board may make a lump-sum payment only on written request by the
member, deferred participant, eligible survivor, alternate payee,
or other beneficiary. The pension board shall make any payment
under this subsecticon as soon as practicable after eligibility
under this section has been determined by the pension board.

(e) A member who is reemployed by the city or the pension
system and who has at least two years of continuous credited service
after reemployment may reinstate service for which the member
received a lump-sum payment under this section by paying into the
pension fund the amount of the lump-sum payment, plus interest on
that amount at the applicable assumed rate of return [siwx—peresent
per—year], not compounded, from the date the lump-sum payment was
made to the member until the date of repayment to the pension fund.

SECTICN 3.21. Section 17, Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 {(Article 6243h,
Vernon's Texas Civil Statutes), is amended by amending Subsections
{a), (c), (d), (e}, (£), (g}, (M), (1), ()., (k), and (1) and adding
Subsections (c-1), (c-2), (q), (r), and (s) to read as follows:

(2) A member who terminates employment with the city
involuntarily due to a reduction in workforce, as determined by the
pension board, before the member becomes eligible for a normal
retirement pension or attains five years of credited service, is
eligible to [ky¥—written—netice—teo—the—pensionbeard—may—make—an
rwevoetble—etessien—ee] lecave the person's contributions in the
pension fund until the first anniversary of the date of
termination. If during that period the person is reemployed by the
city and has not withdrawn the person’s contributions, all rights
and service credit as a member shall be immediately restored
without penalty. If reemployment with the city does not occur
before the first anniversary of the date of termination, all
payments made by the person into the pension fund by salary
deductions or other authorized contributions shall be refunded to
the person without interest. If the person is subsequently
reemployed, the person may have credit restored, subject to the
provisions applicable at the time of reemployment.

{(c) A former member of group A or group B whose employment is
terminated for a reason other than death or receipt of a retirement
or disability pension after the completion of five years of
credited service may elect, in a manner determined by the pensiocn
board, to receive a deferred retirement pension that begins on the
member's effective retirement date after the member attains the

eligibility requirements for normal retirement under Section 10 of
his A i xi n_the m r's 1 f credi rvi

%he—ﬁﬁmbef—49] The amount of monthly beneflt shall be computed in
the same manner as for a normal retirement pension, but based on
average monthly salary and credited service as of the member's last
day of credited service and subject to the provisions of this Act or
Chapter 358, Acts of 48th Legislature, Regular Session, 1943
{Article 6243g, Vernon's Texas Civil Statutes), in effect on the
former member's last day of credited service.
c=1 A former member of group D whose emplovment is
rmin for I n her than h or r i £ retiremen

or disability pensicon after the completion of five vears of

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

110116



S30/2017 Texas-2017-SB2190-Enrdlled

credited service may elect, in a manner determined by the pension
board, to receive a deferred normal retirement pension that begins
on the former member's effective retirement date after the member
attainsg 62 years of age. The amount of a monthly benefit under this
subsection shall be computed in the same manner as a normal
retiremen nsion X h nefi hall n th
average monthly salary and credited service of the former member as
of the former member's last day of credited service and subject to
h rovision f thig A in eff n the former m r's 1
of credited service.
{c-2) A former member of group D whose employment is
rmin for I n her than h or r i £ retiremen
or disability pension and who has met the minimum vears of credited
service to receive an early reduced retirement pension under
ion 1 f this A n inin he r ir I 1
in a manner determined by the pension board, to receive a deferred
early retirement pension that begins on the former member's
effective retirement date after the member attains the required age
under Section 10(e) of this Act. The amount of monthly benefit
hall m in th me manner for an rly retiremen
ension under Section 10(e} of this Act, except that the benefit
shall be based on the average monthly salary and credited service of
he former m r f the former m r's 1 f credi
service and subject to the provisions of this Act in effect on the
former member's last day of credited service.

(d) If a member dies while still employed by the city,
whether eligible for a pension or not, and Sections 12 and 14 of
this Act do not apply, all of the member’'s rights in the pension
fund shall be satisfied by the refund to the member's gpouse
[desigrerred—leretfiadary], if any, or if there is no spouse
[designreted—benefieiary], to the member's estate, of all eligible
payments, if any, made by the member into the pension fund, without
interest.

(e) [Fhe—preovisitens—eof Seetien—Tti—efthisFfet—eeoncerning

member—would beeligible—to receivea pensions] If there is no
eligible survivor of the former member, all of the former member's
rights in the pension fund shall be satisfied by the refund to the
former member's spouse [destgratedbemefieimry], if any, or if
there is no spouse [desigratedbenefieiary], to the former member's
estate, of all eligible payments made by the former member into the
pension fund by way of employee contributions, without interest.

(f) This Act doces not change the status of any former member
of the predecessor system whose services with the city or the
pension system were terminated under Chapter 358, Acts of the 48th
Legislature, Regular Session, 1943 (Article 6243g, Vernon's Texas
Civil Statutes), except as otherwise expressly provided. Refunds
of contributions made under this section shall be paid to the
departing member, the member's spouse [berefieiary], or the
member's estate on written request and approval by the pension
board in a lump sum, except that if the pension board determines
that funds are insufficient to justify the lump-sum payment, the
payment shall be refunded on a monthly basis in amounts determined
by the pension board.

(g) If a deferred participant is reemployed by the city or
the pension system before receiving a deferred retirement pension
or if a retiree is reemployed by the city or the pension system,
Subsections (h) and (j) of this section apply to the computation of
the member's pension following the member's subsequent separation
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from service if the member was a member on or after May 11, 2001, and
is not otherwise subject to Subsection (g) of this section.

(h) If a member described in Subsection (g) of this section
accrues not more than two years of continuous credited service
after reemployment:

(1) the portion of the member's deferred or normal
retirement pension attributable to the member's period of credited
service accrued before the date of the member's original or
previous separation from service is computed on the basis of the
applicable provisions of this Act or the predecessor system that
were in effect on the member's last day of credited service for the
original or previogus period of credited service;

{2) the portion of the member's deferred or normal
retirement pension attributable to the member's periocd of credited
service accrued after the date of the member's reemployment by the
city or the pension system is computed on the basis of the
applicable provisions of this Act or the predecessor system in
effect on the member's last day of credited service for the
subsequent period of credited service; and

{3) the disability pension or survivor benefit
attributable to the member's period of credited service accrued
both before the date of the member's original or previocus
separation from service and after the date of the member's
reemployment by the city or the pension system is computed on the
basis of the applicable provisions of this Act or the predecessor
system that were in effect on the member's last day of credited
service for the original or previous period of credited service.

(i) Subject to Subsecticn (1) of this section, the
disability pension or survivor benefit under Subsection (h) (3) of
this section is computed by adding the following amounts:

{1) the amount of the benefit derived from the member's
credited service accrued after the date of reemployment based on
the benefit accrual rate in effect on the member's last day of
original or previous credited service in the group in which the
member participated on the member's last day of subsequent credited
service; and

{2) the amount of the benefit the member, beneficiary,
or eligible survivor was eligible to receive based on the member's
original or previous credited service and the provisions in effect
on the member's last day of original gr previous credited service.

(j) If a [tke] member described by Subsection {(g) of this
section accrues more than two years of continuous credited service
after reemployment, for purpcses of future payment only, a deferred
retirement pension, normal retirement pension, disability pension,
or survivor benefit is computed on the basis of the applicable
provisions of this Act or the predecessor system in effect on the
member's last day of credited service for the subsequent service.

(k) Notwithstanding any other provision of this Act, if a
retiree is reemployed by the city or the pension system and becomes
a member, the retiree's pension under this Act ceases on the day
before the date the retiree is reemployed. Payment of the pension
shall be suspended during the period of reemployment and may not
begin until the month following the month in which the reemployed
retiree subsequently terminates employment. On subsequent
separation, benefits payable are computed under Subsections (h) and
{j) of this section, as applicable. If the reemployed retiree
receives any pension during the period of reemployment, the retiree
shall return all of the pension received during that period to the
pension system not later than the 30th day after the date of
receipt. If the reemployed retiree does not timely return all of
the pension, the pension board shall offset the amount not returned
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against the payment of any future retirement pension, disability
pension, DROP balance, or survivor benefit payable on behalf of the

reemployed retiree, plus interest on the disallowed pension at the

1i 1 m r fr rn, n i) I from th
the reemploved retiree received the disallowed pension to the date
f th ff n th isallow nsion.

(1) Except as provided by Section 14 of this Act, if [¥E] a
member is covered by Subsection (h) of this section and has made an
election or was eligible to make an election under Section 11 of
this Act or an opticnal annuity election under Section 29, Chapter
358, Acts of the 48th Legislature, Regular Session, 1943 (Article
6243g, Vernon's Texas Civil Statutes), or has received a pension
computed on the basis of an optional annuity election, the opticnal
annuity election, including any designation of an eligible
designated survivor, governs the payment of any pension or benefit
for the period of service covered by the optional annuity election,
and no other surviveor benefit is payable for that pericd of service.
If a member meets the requirements of Subsection (j} of this section
and has made an optional annuity election or has received a pension
computed on the basis of an optional annuity election, the opticnal
annuity election, including any designation of an eligible
designated survivor, shall control the payment of any pension or
benefit, and no other survivor benefit is payable unless the member
elects, not later than the 90th day after the date of the separation
of employment and before payment of a pension, to revoke the
optional annuity election for future payment of benefits. If
revocation occurs, any survivor benefit is paid under Subsection
{j) of this section.

ion hr h (1 f thi ion n 1
to the calculation of any benefit for or attributable to the period
of service following:

1 h mpl n r reempl n £ I r hir
or rehired on or after January 1, 2005; or

{2) the reemplovment of a deferred retiree or retiree

who is reemploved in a pension system covered position before
January 1, 2005, but for a period of two vears or less of continuous

redi rvi
r If ferr retir r refir ] ion
{g) (2) of this section is reemploved in a pension system covered
ition he retiree' nsion n the retiree' n
retirement shall be computed as follows:
1 the portion of the retiree's pension attributable
he retiree'’ ri f credi rvi h r for
the retiree's reemployment shall be calculated on the basis of the
schedule of benefits for retiring members that was in effect at the
im f the m r' revi rmination or rmination £
employment:; and
{(2) the portion of the member's pension attributable
he m r' ri f credi rvi h I fter th

member's reemplovment shall be calculated on the basis of the
schedule of benefits for retiring members that is in effect at the
time of the member's subsequent retirement.

(s) The computation under Subsection (r) of this section may
n r 1t in lower nsion nefi mount for th revi
service of the retiree than the pension benefit amount the retiree
was eligible to receive for the retiree's previous service before
h f reempl n

SECTION 3.22. Section 18(d), Chapter 88 (H.B. 1573), Acts
of the 77th Legislature, Regular Session, 2001 {(Article 6243h,
Vernon's Texas Civil Statutes), is amended to read as follows:

(d) The military service credited under Subsection (c¢) of

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

113116



S30/2017

Texas-2017-SB2190-Enrdlled

this section:
{1) may not exceed a total of 60 months; and
{(2) may be claimed as service solely in the group i

which the member participates [ enly—if—the—member—is—w—ogreup—FK
member—er—gretp—c—memeer] at the time the member claims the
service [+—eand

SECTION 3.23. Sections 24(h) and (i), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article
6243h, Vernon's Texas Civil Statutes), are amended to read as
follows:

(h) Contributions may not accumulate under the excess
benefit plan to pay future retirement benefits. The executive
director shall reduce each payment of employer contributions that
would otherwise be made to the pension fund under Section 8A [8] of
this Act by the amount determined to be necessary to meet the
requirements for retirement benefits under the plan, including
reasonable administrative expenses, until the next payment of
municipal contributions is expected to be made to the pension fund.
The employer shall pay to the plan, from the withheld
contributions, not earlier than the 30th day before the date each
distribution of monthly retirement benefits is required to be made
from the plan, the amount necessary to satisfy the obligation to pay
monthly retirement benefits from the plan. The executive director
shall satisfy the obligation of the plan to pay retirement benefits
from the employer contributions transferred for that month.

(i) Employer contributions otherwise required to be made to
the pension fund under Section 8A [8] of this Act and to any other
qualified plan shall be divided into those contributions required
to pay retirement benefits under this section and those
contributions paid into and accumulated to pay the maximum benefits
required under the qualified plan. Employer contributions made to
provide retirement benefits under this section may not be
commingled with the money of the pension fund or any other qualified
plan.

SECTION 3.24, Section 8(d), Chapter 88 (H.B. 1573}, Acts of
the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), is repealed.

SECTION 3.25. (a) The change in law made by this Act to
Section 2, Chapter 88 (H.B. 1573), Acts of the 77th Legislature,
Regular Session, 2001 {(Article 6243h, Vernon's Texas Civil
Statutes), applies only to the appointment or election of a trustee
of the board of trustees cf the pension system established under
that law that occurs on or after the effective date of this Act.

(b) A person who is serving as a trustee immediately before
the effective date of this Act may continue to serve for the
remainder of the trustee's term, and that trustee's qualifications
for serving as a trustee for that term are governed by the law in
effect immediately before the effective date of this Act.

SECTION 3.26. The pension system established under Chapter
88 (H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001
{Article 6243h, Vernon's Texas Civil Statutes), shall require the
pension system actuary to prepare the first actuarial experience
study required under Section 8D, Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Verncn's
Texas Civil Statutes), as added by this Act, not later than
September 30, 2021.

ARTICLE 4. PROVISICNS APPLICABLE TO EACH PUBLIC RETIREMENT SYSTEM
SUBJECT TO ACT

https:/legiscan.com/TXext/SB2190/id/1623318/Texas-2017-5B2190-Enrolled.html|

1141116



S30/2017 Texas-2017-SB2190-Enrdlled

SECTICON 4.01. Chapter 107, Local Government Code, is
amended by adding Section 107.0036 to read as follows:
Sec. 107.0036. VOTER APPROVAIL REQUIRED FOR CERTATIN PENSION
FUND OBLIGATIONS. (a) This section applies only to a public
pension fund subject to:
(1) Article 6243e.2(1), Revised Statutes;
(2) Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Ciwvil Statutes): and
{3) Article 6243g-4, Revised Statutes.
(b) A municipality may issue an obligation under Section
107 fun ll or an r £f th nfun liabili i
public pension fund subject to this section only if the issuance is

approved by a majority of the qualified voters of the municipality
votin n el ion held for th r

SECTICN 4.02. Section 107.0036, Local Government Code, as
added by this Act, applies only to obligations for which the
governing body of a municipality executes an agreement under
Section 107.003(b), Local Government Code, on or after the
effective date of this Act.

ARTICLE 5. CONFLICTING LEGISLATION; EFFECTIVE DATE

SECTION 5.01. TIf this Act conflicts with any other Act of
the 85th Legislature, Regular Session, 2017, this Act controls
unless the conflict is expressly resolved by the legislature by
reference to this Act.

SECTION 5.02. This Act takes effect July 1, 2017, if it
receives a vote of two-thirds of all the members elected to each
house, as provided by Section 39, Article III, Texas Constitution.
If this Act does not receive the vote necessary for effect on that
date, this Act takes effect September 1, 2017.

President of the Senate Speaker of the House

I hereby certify that $.B. No. 2190 passed the Senate on
May 1, 2017, by the following vote: Yeas 25, Nays 5, one present
not voting; May 10, 2017, Senate refused to concur in House
amendments and requested appointment of Conference Committee;
May 16, 2017, House granted request of the Senate; May 23, 2017,
Senate adopted Conference Committee Report by the following
vote: Yeas 25, Nays 5, one present not wvoting.

Secretary of the Senate

I hereby certify that S.B. No. 2130 passed the House, with
amendments, on May 9, 2017, by the following vote: Yeas 115,
Nays 29, three present not voting; May 16, 2017, House granted
request of the Senate for appointment of Conference Committee;
May 24, 2017, House adopted Conference Committee Report by the
following vote: Yeas 103, Nays 43, three present not voting,

Chief Clerk of the House
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