
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

1 

Chapter 318 

H.B. No. 3158 

AN ACT 

relating to the retirement systems for and the provision of other 

benefits to police and fire fighters in certain municipalities. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS: 

ARTICLE 1. CONTINGENT PROVISIONS: 

EFFECTIVE SEPTEMBER 1, 2017 

SECTION 1.01. Section 1.01, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 1.01. AMENDMENT, RESTATEMENT, AND CONSOLIDATION. (a) 

The purpose of this article is to restate and amend the provisions 

of a former law governing the pension funds for police officers and 

fire fighters in certain municipalities (Chapter 4, Acts of the 

43rd Legislature, 1st Called Session, 1933, also known as Article 

6243a) having previously been amended and restated to permit the 

consolidation of the terms of certain pension plans created under 

Sections 1, llA, and llB of that Act for the purpose of simply and 

accurately reflecting the joint administration of the plans. 

(b) [The provisions of this article are entirely consistent 

r.Jith all terms and conditione relating to benefits and benefit 

entitlement previously contained in the plane.] This article does 

not [intend to] take away or reduce any accrued benefit contained in 

the plans created under former Article 6243a or under this article 

as it existed on or before August 31, 2017. 

SECTION 1.02. Section 2.01, Article 6243a-1, Revised 
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Statutes, is amended to read as follows: 

Sec. 2. 01. DEFINITIONS. In this article: 

(1) "415 compensation" means a member's wages, salary, 

and other amounts received for personal services rendered in the 

course of employment with the city during a limitation year and 

permitted to be treated as compensation for purposes of Section 

415(c) of the code, including differential wage payments described 

in Section 414 (u) ( 12) of the code. The term does not include 

amounts picked up under Section 4. 03 ( i) of this article. 

ill "Active service" means any period that a member 

receives compensation as a police officer. or fire fighter -from 

either department for services rendered. 

ill [~] "Actuarial equivalent" means a form of 

benefit differing in time, duration, or manner of payment from a 

standard benefit payable under this article but having the same 

value when computed using the assumptions set forth in this 

article. 

[(3) "Administrator" means the person desig-nated by 

the board to supervise the affaire of the pension system.] 

(4) "Alternate payee" has the meaning given the term 

by Section 414(p) [4±4] of the code or any successor provision. 

(5) "Alternative investment" means an investment in an 

asset other than a traditional asset. The term includes an 

investment in private equity funds, private real estate 

transactions, hedge funds, and infrastructure. 

ill [+9-}-] "Annual additions" means the sum of the 

following amounts credited to a member's account under any defined 
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contribution plan maintained by the city for the limitation year: 

(A) city contributions; 

(B) member contributions, other than rollover 

contributions from a plan maintained by any employer other than the 

city; 

(C) forfeitures; and 

(D) amounts allocated after March 31, 1984, to an 

individual medical benefit account, as defined in Section 415 ( 1) ( 2) 

[415(1) (2)] of the code, that is part of a pension or annuity plan 

maintained by the city. 

[The term does Hot iHelude amouHts aeserised iH Para'3'raph (D) 

of this GUsaivisiOH for the purpose of GOH!:pUtiHg the pereeHtage 

limitatioH deserised iH ~eetioH 415(e)(1)(B) of the eode.] For any 

limitation year beginning before January 1, 1987, only that portion 

of member contributions equal to the lesser of member contributions 

in excess of six percent of 415 compensation or one-half of member 

contributions to the combined pension plan or any qualified defined 

contribution plan maintained by the city is treated as annual 

additions. 

J]J_ [#+] "Annual benefit" means the aggregate 

benefit attributable to city and member contributions payable 

annually under the combined pension plan, or any plan maintained by 

the city, exclusive of any benefit not required to be considered for 

purposes of applying the limitations of Section 415 of the code to 

the combined pension plan, payable in the form of a straight life 

annuity beginning at age 62 with no ancillary benefits. Solely for 

purposes of computing the limitations under the combined pension 
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plan, benefits actually payable to a pensioner are adjusted to the

actuarial equivalent of a straight life annuity pursuant to Section

415(b) [~] of the code [this article] even though no member may

actually receive a benefit in the form of a straight life annuity. 

ill [-t-+-}] "Article 6243a" means Chapter 4, Acts of the

43rd Legislature, 1st Called Session, 1933 (former Article 6243a,

Vernon's Texas Civil Statutes), pertaining to a pension system for

police officers, fire fighters, and fire alarm operators in certain

cities. 

ill [-{-8.}-] "Assignment pay" means monthly pay, in

addition to salary, granted to a Group B member and authorized by

the city council for the performance of certain enumerated duty

assignments. 

( 10) [{.#] "Base pay" means the maximum monthly civil

service pay from time to time established by the city for a person

who holds the rank of "police officer" in the city's police

department or the rank of "fire and rescue officer" in the city's

fire department [a police officer or fire fi~hter], exclusive of

any other form of compensation. The term does not include

compensation paid by the city to a person for prior periods of

service or compensation that otherwise constitutes back pay unless

the compensation is eligible back pay. The board may adopt rules

and procedures necessary to include eligible back pay as base pa

.for purposes of this definition, including rules regarding ho

1ncreases in benefits will be determined and administered . 

.J.l..!l [+±Q+] "Base pension" means the amount o

retirement, death, or disability benefits as determined [compute
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under this artiele] at the earliest of the time a Group B member 

and, solely for the purposes of Section 6.12 of this article, a 

Group A member: 

(A) begins participation in DROP; 

(B) leaves or left active service; 

[leaves aet ive serviee 1 ] dies1. [ -r] or 

becomes entitled to a disability pension 

under the combined pension plan [disabled]. 

Solely for purposes of this definition, when a member becomes 

entitled to a disability pension, the base pension shall be 

determined as of the date on which the disability pension begins. 

J..1.£2_ [+±-±+] "Board" means the board of trustees 

created under Section 3. 01 of this article for the purpose of 

administering the pension system. 

J..lll [~] "Child" means a [an unmarried] person 

[under the ag-e of 19] whose [natural or adoptive] parent, as 

recognized under the laws of this state, is apr imary party. 

(14) [~] "City" means each municipality having a 

population of more than 1.18 million and located predominantly in a 

county that has a total area of less than 1, 000 square miles. 

(15) "City attorney" means the chief legal officer of 

a city. 

( 16) [ +±4+] "city council" means the governing body of 

the city. 

(17) "City manager" means the city manager of a city or 

the city manager's designee and includes, to the extent of any 

designation, an interim or acting city manager, chief financial 
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officer, budget director, or assistant city manager. If a city does 

not have an individual serving in a position otherwise described by 

this subdivision, "city manager" means the mayor of that city. 

( 18) [ -{-±.§-t-] "City service incentive pay" means annual 

incentive pay, adjusted by the city from time to time, in addition 

to the salary of a member granted to the member under the authority 

of the city charter and received by the member during active 

service. 

( 19) [+±-&+-) "Code" means the United States Internal 

Revenue Code of 1986, as amended. 

(20) [+±-=f+) "Combined pension plan" means any pension 

plan created pursuant to this article before September 1, 2017. 

J...£11 [+±-S-f.) "Computation pay" shall be used in 

determining the amount of the city's contribution under Section 

4.02(d) of this article and a Group B member's contribution under 

Sect ion 4. 03 (d) of this article and in determining the base pension 

[of any senefito] to be paid to a Group B member or the benefits to 

be paid to the member's qualified survivors and means the sum of the 

following: 

(A) the biweekly [monthly] rate of pay of a 

[Group '8] member for the highest civil service rank the person 

holds, from time to time, as a result of a competitive examination; 

plus 

(B) the [monthly rate of pay of a Group '8 memser 

as] educational incentive pay of a member, computed on a biweekly 

basis; plus 

(C) the longevity [monthly rate of] pay of a 
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[Group B) member [as lon~evity pay], as authorized by the 

legislature, computed on a biweekly basis; plus 

(D) the city service incentive pay, computed on a 

biweekly [FRonthly] basis, of a [Group B) member. 

The term includes only amounts actually :paid in salary or 

payments made instead of salary to the member and member 

contributions picked up by the city, and does not include any 

imputed pay. Furthermore, any [~] compensation received by a 

[Group B) member, other than that noted in Paragraphs (A)-(D) of 

this subdivision (for example, compensation for overtime work.L 

certification :pay, and the [FRonthly rate of] pay a member would 

receive from the city in the form of assignment pay), will not be 

considered in determining the computation pay of a [Group B) 

member. Any lump-sum payments for compensatory time, unused sick 

leave, unused vacation time, or city ~ervice incentive pay payable 

after a [Group B] member leaves active service, dies [death], 

becomes disabled [disability], or resigns [resi~nation], or after 

any other type of termination may not be considered in determining 

the computation pay of any [Group B) member. Computation pay for a 

[Group B] member for any given period [month] is determined on the 

biweekly [FRonthly] rates of pay due the [Group B) member for the 

entire period [month] . The term does not include compensation paid 

by the city to a person for prior periods of service or compensation 

that otherwise constitutes back pay unless the compensation is 

eligible back pay. The board may adopt rules and procedures 

necessary to include eligible back :pay as computation :pay for 

purposes of this definition, including rules regarding how 
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1ncreases in benefits will be determined and administered. [If a 

Croup B meHiber r.:orks lees than the meHii:ler 's assigned schedule for 

any given month, the computation pay for the Group B meHii:ler shall be 

prorated for the portion of the month that the Group B member 

T;JorJ.ced. 

[ ( 19) "Educational incentive pay" means incentive pay 

designed to rer.:ard completion of certain hours of college credit, 

adjusted by the city from time to time, that is paid to a member in 

add it ion to the member's salary.] 

J.1ll [~] "Department" means either the police 

department of the city, the fire department of the city, or both the 

police and fire departments of the city together. 

(23) [~] "Dependent parent" means a natural parent 

or parent who adopted a primary party and who immediately before the 

death of a primary party received over half of the parent's 

financial support from the primary party. 

( 24) [~] "Disability retirement" means any period 

that a pensioner receives periodic disability compensation or a 

dis ab i 1 it y pension . 

(25) "DROP" means the deferred retirement option plan 

established in accordance with Section 6.14 of this article. 

(26) "Educational incentive pay" means incentive pay 

designed to reward completion of certain hours of college credit, 

adjusted by the city from time to time, that is paid to a member in 

addition to the member's salary. 

( 27) "Eligible back pay," except as otherwise provided 

by this definition, means additional compensation paid by the city 
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to a member or pensioner: 

(A) that constitutes back pay to the member's or 

pensioner's prior period of service and is otherwise considered 

taxable wages paid by the city to the member or pensioner for 

federal income tax purposes; and 

(B) for which the pension system receives: 

(i) an amount egual to the aggregate member 

and city contributions that the pension system would have collected 

with respect to the compensation for all time periods relating to 

the back pay compensation; and 

( ii) interest, calculated using the pension 

system's actuarial rate of return assumptions in effect for the 

periods relatin-g to the back pay, compounded annually, on the 

contribution amounts for the period from the date that the 

contributions would have been received if the back pay compensation 

had been paid during the relevant periods of prior service through 

the date the amount relating to the contributions for back pay is 

actually received by the pension system. 

The term does not include any additional compensation paid by 

the city to a member or pensioner wholly or partly or directly or 

indirectly as the result of litigation instituted to recover back 

pay. 

The pension system is not obligated to collect the additional 

contributions or interest described in Paragraph (B) of this 

subdivision from the member, pensioner, or city. The pension system 

may not recognize back pay as eligible back pay until the 

contributions and interest described in Paragraph (B) of this 
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subdivision have been received. 

( 28) "Executive director" means the per son designated 

by the board to supervise the operation of the pension system. 

(29) [(23) "415 coHtpencation" Hteanc a HteHtber'c ·.Jagec, 

salary, and other aHtountc received for personal cervices rendered 

in the course of eHtployHtent •.Jith the city during a liHtitation year 1 

but does not include: 

[(A) contributions Htade by the city to a plan of 

deferred coHtpencation, or a ciHtplified eHtployee pension plan, to 

the eutent such contributions are eucludable froHt the HteHtber'c 

gross incoHte, 

[(B) any distributions froHt a plan of deferred 

coHtpencation, or a ciHtplified eHtployee pension plan, to the eutent 

the distributions are eucludable froHt the HteHtber'c gross incoHte, 

[(C) other aHtountc that received special tal£ 

benefits, such as preHtiuHtc for group terHt life insurance, to the 

eutent that the preHtiuHtc are not includable in the gross ineoHte of 

the HteHtber, or contributions Htade by the city, including 

contributions to·.Jard the purchase of an annuity described by 

Section 403(b) of the code, ·;~hether or not contributed pursuant to a 

salary reduction agreeHtent and vJhether or not the aHtountc are 

actually eucludable froHt the grace incoHte of the HteHtber, and 

[(D) for any liHtitation year beginning after 

DeceHtber 31, 19BB, coHtpencation in eucecs of $200 1 000 1 adjusted in 

a Htanner perHtitted under Section 4.15 (d) of the code. 

[~] "Fund" means all funds and property held to 

provide benefits to [for the benefit of] all persons who are or who 
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may become entitled to any benefits under any plan within the 

pension system, together with all income, profits, or other 

increments. 

.i1Ql [~] "Group A member" means any police officer 

or fire fighter included in Group A membership under [described by] 

Section 5.01(a) (1) of this article. 

J..lll [~] "Group B member" means any police officer 

or fire fighter included in Group B membership under [described by] 

Section 5.01(a) (2) of this article . 

..i.lll [~] "Health director" means any qualified 

physician designated from time to time by the board. 

l1.ll [~] "Limitation year" means the plan year of 

the combined pension plan and any defined benefit plan or defined 

contribution plan of the city in which a member participates. 

( 34) [~] "Longevity pay" means pay in addition to 

the salary of a member granted under Section 141.032, Local 

Government Code, for each year of active service completed by a 

member in either department. 

(35) [+J.Q.+] "Member" means both Group A and Group B 

members. 

J...l£2.. [~] "Member's account" means an account 

established and maintained for a member with respect to the 

member's total interest in one or more defined contribution plans 

under this article or maintained by the city resulting in annual 

additions. 

(37) "Nominations committee" means the nominations 

committee established under Section 3.011 of this article. 
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( 38) [~] "Old plan" means any pension plan created 

ursuant to Section 1 of Article 6243a. 

J.1.2l [~] "Pensioner," "Group A pensioner," or 

"Group B pensioner" means a former member of the pension system who 

is on either a service or disability retirement. 

(40) [~] "Pension service" means the time, in 

years, and prorated for fractional years, that a member has 

contributed to the fund under the terms of the combined pension plan 

or any plan within the pension system, reduced to reflect refunds 

that have been received and not fully repaid. 

(41) [~] "Pension system" means the fund and any 

lans created pursuant to this article or Article 6243a and that are 

intended to be qualified under Sect ion 401 (a) of the code. 

iQl [~] "Plan A" means any plan created pursuant 

to Section llA of Article 6243a. 

(43) [~] "Plan B" means any plan created pursuant 

to Section 11B of Article 6243a. 

(44) [~] "Police officer" or "fire fighter" means, 

as appropriate, a police officer, fire fighter, fire and rescue 

officer, fire alarm operator, fire inspector, apprentice police 

officer, apprentice fire fighter, or similar employee of either 

department as defined in the classifications of the human resources 

[persoFJ:Hel] department of the city. 

(45) [~] "Primary party," "Group B primary party,"· 

or "Group A primary party" means a member [ 1 former member 1] or 

pensioner. 

(46) [~] "Qualified actuary" means either: 

p

p
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(A) an individual who is a Fellow of the Society 

of Actuaries, a Fellow of the Conference of Consulting Actuaries 

[in Public Practice] , or a member of the American Academy of 

Actuaries; or 

(B) a firm that employs one or more persons who 

are Fellows of the Society of Actuaries, Fellows of the Conference 

of Consulting Actuaries [in Public Practice], or members of the 

American Academy of Actuaries and are providing services to the 

pension system. 

(47) [-{-4.±+] "Qualified domestic relations order" has 

the meaning provided by Section 414 (p) [4.;b4) of the code. 

(48) [~] "Qualified survivor" means a person who is 

eligible to receive death [survivor] benefits after the death of a 

primary party and includes only: 

(A) a surviving spouse, if the spouse was 

continuously married to the primary party from [both at] the date 

when the primary party either voluntarily or involuntarily left 

active service as a member through [and at] the date of the primary 

party's death; 

(B) all surviving, unmarried[, leqitimate, and 

leqally adopted] children who are either under 19 years of age or 

have a disability, as determined by the board under Section 

6.06(o-2) of this article, and who were: 

ill born or adopted before the primary 

party [as a member] either voluntarily or involuntarily left active 

service.L or 

(ii) [r..:ho v:ere] born after the primary party 

13 
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[a member] left active service if the mother was pregnant with the 

child before the primary party [member] left active service; and 

(C) a surviving dependent parent of a primary 

party if the primary party is not survived by a spouse or child 

eligible for benefits. 

( 49) [ ~] "Service retirement" means any period 

that a pensioner receives a retirement pension but does not include 

any period of disability retirement. 

(50) [ -t-44-t-] "Spouse" means the per son to whom [husband 

or vJife of] a primary party is legally married [recogniged] under 

the laws of this state or any other state. 

(51) "Traditional asset" includes stocks, bonds, and 

cash [(4§) "Total uages ana salaries" means all pay received by a 

:ERe:ERber of any plan vdthin the pension syste:ER fro:ER the city, 

eucluding any lump sum payments for unusee sick time or unusee 

vacation time accrued by any member and payable as the result of the 

member's Eleath, Elisability, resignation, or any other reason for 

leaving active service] . 

(52) [+4-&}] "Trustee" means a member of the board. 

(53) "Two-thirds vote," in reference to a vote of all 

the trustees, means a vote of 8 of the 11 trustees of the board. 

SECTION 1.03. Sections 2.02(a) and (b), Article 6243a-l, 

Revised Statutes, are amended to read as follows: 

(a) If the amount of any benefit or contribution is to be 

determined on the basis of actuarial assumptions that are not 

otherwise specifically set forth for that purpose in this article, 

the actuarial assumptions to be used are those earnings and 
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mortality assumptions being used on the date of the determination 

by the pension system's qualified actuary and approved by the 

board. 

(b) The actuarial assumptions being used at any particular 

time shall be attached by the executive director [administrator] as 

an addendum to this article and treated for all purposes as a part 

of any plan created by this article. The executive director shall 

promptly update any addendum to conform to any changed actuarial 

assumptions approved by the board. 

SECTION 1. 04. Part 2 1 Article 6243a-1 1 Revised Statutes 1 is 

amended by adding Sections 2. 025 and 2. 03 to read as follows: 

Sec. 2.025. INDEPENDENT ACTUARIAL ANALYSIS AND LEGISLATIVE 

RECOMMENDATIONS. (a) Before July 1 1 2024 1 the State Pension Review 

Board shall select an independent actuary who the board shall hire 

to perform an actuarial analysis of the most recently completed 

actuarial valuation of the pension system. The independent actuary 

shall submit the analysis to the State Pension Review Board and the 

board not later than October 1 1 2024. The analysis must include the 

independent actuary's: 

(1) conclusion regarding whether the pension system 

meets State Pension Review Board pension funding guidelines; and 

(2) recommendations regarding changes to benefits or 

to member or city contribution rates. 

(b) Subject to Subsection (d) of this section, not later 

than November 1, 2024 1 the board shall by rule adopt a plan that: 

( 1) complies with funding and amortization period 

requirements applicable to the pension system under Subchapter C1 
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Chapter 802, Government Code; and 

(2) takes into consideration the independent actuary's 

recommendations under Subsection (a) (2) of this section. 

(b-1) The board shall provide a copy of the analysis 

prepared under Subsection (a) of this section and a summary of any 

rules adopted by the board under Subsection (b) of this section to 

the State Pension Review Board. 

(c) Not later than December 1, 2024, the State Pension 

Review Board shall submit a report to the legislature regarding 

actions taken under this section. The report required under this 

section must include a copy of the analysis prepared under 

Subsection (a) of this section and a summary of rules adopted by the 

board under Subsection (b) of this section. 

(d) Notwithstanding any other provision of this article, a 

rule adopted by the board under Subsection (b) of this section that 

conflicts with a provision of this article remains in effect until: 

( 1) a law that 1s enacted by the legislature and 

becomes law ·preempts the rule; or 

(2) the board amends the rule and the amendment takes 

effect, provided the board may only amend the rule if the pertsion 

system complies with the funding and amortization period 

requirements applicable to the pension system under Subchapter C, 

Chapter 802, Government Code. 

(e) This section expires September 1, 2025. 

Sec. 2. 03. REFERENCES TO CERTAIN LAW. A reference to a 

statute made 1n this article includes a reference to any 

regulation, rule, order, or notice made by a governmental entity 
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with the authority under law to adopt the regulation, rule, order, 

or notice, and on which the governmental entity intends persons to 

rely, as appropriate. 

SECTION 1.05. Section 3.01, Article 6243a-1, Revised 

Statutes, is amended by amending Subsections (a), (b), (d), (e), 

(f), (h), (i), (j), (n), and (o) and adding Subsections (b-1), 

(b-2), (b-3), (b-4), (j-1), (j-2), (j-3), (j-4), (j-5), (j-6), 

(j-7), (j-8), (j-9), (j-10), (o-1), (p), (q), (r), and (s) to read 

as follows: 

(a) The pension system shall be administered by the board. 

The board shall execute its fiduciary duty to hold and administer 

the assets of the fund for the exclusive benefit of members and 

their beneficiaries under Section 802.203, Government Code, 

Sect ion 67 (f), Article XVI, Texas Constitution, and any other 

applicable law, in a manner that ensures the sustainability of the 

pension system for purposes of providing current and future 

benefits to members and their beneficiaries. 

(b) Subject to Subsections (b-1) and (b-2) of this section, 

the [~] board consists of 11 [seven] trustees who shall be 

selected and shall serve as follows: 

(1) =s~i~x~~t~r~u~s~t~e~e=s--~a~p~p~o~l~·n~t~e~d~~b~y--~t~h~e~-=m~a~y~o~r~,--~i~n 

consultation with the city council; 

(2) three trustees elected under rules adopted by the 

board by the members and pensioners of. the pension system from a 

slate of nominees, in a number determined under the rules, selected 

and vetted by the nominations committee; 

(3) subject to Subsection (b-3) of this section, one 
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trustee who is a current or former police officer of the city 

nominated and elected by members of the pension system under rules 

adopted by the board; and 

(4) subject to Subsection (b-3) of this section, one 

trustee who is a current or former fire fighter of the city 

nominated and elected by members of the pension system under rules 

adopted by the board. 

(b-1) To be appointed or elected a trustee under this 

section, a person: 

(1) must have demonstrated financial, accounting, 

business, investment, budgeting, real estate, or actuarial 

expertise; and 

( 2) may not be an elected official of the city. 

(b-2) To be appointed or elected a trustee under Subsection 

(b) ( 1) or ( 2) of this sect ion a per son may not be an active member or 

pensioner. 

(b-3) If the board determines that it 1s not possible to 

nominate or elect a trustee under Subsection (b) (3) or (4} of this 

section who meets the requirements of Subsection (b-1) of 'this 

section, the board shall notify the nominations committee and the 

nominations committee shall select, vet, and nominate a slate of 

persons, the number of which is determined by board rule, who meet 

the requirements of Subsection (b-1) of this section, and the 

members of the pension system shall elect a trustee from the slate 

of nominees to represent the interests of police officers or fire 

fighters, as appropriate, of the city on the board. The nomination 

and election of a trustee under this subsection may be made without 
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regard to whether the trustee is qualified under Subsection (b) (3) 

or (4), as applicable, of this section. 

(b-4) A trustee is not required to reside in a particular 

city or county of this state. [The eity eouneil shall naffie froffi 

affiong ito ffieffibero three eouneil ffieffibero •,Jho shall serve as trustees 

of the board. The eouneil ffieffiber trustees shall be naffied as soon as 

possible after the first Monday in May of eaeh odd nuffibered year and 

shall serve for the terffi of offiee to ·,Jhieh they •,Jere eleeted as 

eouneil ffieffibero. If there is a vaeaney in any of the eouneil ffiCffiber 

trustees' seats on the board, the eity eouneil shall naffie another 

eouneil ffieffiber to serve out the reffiainder of the uneupired terffi. 

[ ( 2) The poliee and fire departffient ffieffibero of the 

pension plano ·.rithin the pension oyoteffi shall separately, by 

departffient and not by plan 1 elect fr Offi affiong their r eopect ive 

ffieffiberohipo tr..w aetive poliee offieer and tr.Jo aetive fire fighter 

ffieffibero. On their election, eaeh of the trustees under this 

subdivision shall eueeute a ·.~ritten affirffiation of the person's 

undertaking to faithfully perforffi duties to the pension oyoteffi. 

The poliee and fire departffient trustees shall serve terffio of four 

years eaeh, the terffio being staggered so that one terffi, but not both 

froffi the oaffie departffient, shall eupire on June 1 of eaeh 

odd nuffibered year. If a vaeaney oeeuro affiong the poliee and fire 

departffient trustees, the vacaney shall be filled in aeeordanee uith 

the provisions of Suboeetion (d) of this oeetion. The poliee and 

fire departffient trustees r..Jill eontinue to serve beyond the 

eupiration of their terffio, if their oueeeoooro have not been 

eleeted and affirffied in ·.Hiting their undertaking to faithfully 
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perforffi their duties to the pens1on systeffi, until their successors 

are elected and have affirffied in •.vriting their undertaking to 

faithfully perform their duties to the pension system.] 

(d) !2 [~] vacancy on the board in a trustee position under 

Subsection (b) ( 1) or ( 2) of this sect ion shall be filled in the same 

manner as the original appointment, or election. The board by rule 

shall determine the manner by which a vacancy in a trustee position 

under Subsection (b) (3) or (4) of this section is filled [occurs 

among the police or fire department alternate trustees, for reasons 

other than the failure to elect a successor alternate trustee or the 

occurrence of a vacancy among the regular trustees of either 

departffient 1 the board shall appoint a nm.· alternate trustee 

representing the department from .. :hich the vacancy occurs to serve 

as the alternate trustee for the reffiainder of the alternate 

trustee's term]. [.7\. candidate ,is not eligible for election to an 

alternate trustee position and to a regular trustee position during 

the same election.] 

(e) The mayor shall determine whether all trustees 

appointed under Subsection (b) (1} of this section hold office for 

staggered two-year terms or staggered three-year terms. The 

nominations committee shall determine whether all trustees elected 

u n de r Sub sect ion ( b ) ( 2 ) , ( 3 ) , or ( 4 ) of this sect ion h o l d off i c e f o r 

staggered two-year terms or staggered three-year terms. A trustee 

appointed or elected, as applicable, under Subsection (b) (1) or (2) 

of this section may not serve for more than six consecutive years on 

the board [If a vacancy occurs among the police or fire department 

regular trustees, the alternate trustee representing the 
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departFRent froFR uhich the vacancy occurs shall serve as the reg:ular 

trustee for t-he reFRainder of the uneupired reg:ular trustee's terFR]. 

[Thereafter 1 the board shall appoint a nor.: alternate trustee froFR 

the saFRe departFRent to serve for a period ending: on the earlier of 

the eup ir at ion of the r eg:ular trust eo's t erFR or the or ig:inal 

alternate trustee's terFR. If the orig:inal alternate trustee's terFR 

has not eupired after serving: in place of the reg:ular trustee, then 

that person shall serve out the reFRainder of the unexpired terFR. 

After a nor.: reg:ular trustee has been elected 1 the orig:inal 

alternate trustee shall return to serve as an alternate trustee 

until the reg:ular trustee's terFR has eupired. Ho·.:ever 1 if the 

orig:inal alternate trustee 1 ·.:hila an alternate trustee 1 is elected 

to a full terFR as a reg:ular trustee before the eupiration of the 

term as an alternate trustee 1 the term of the new alternate trustee 

eutends until the eupiration of the orig:inal alternate trustee's 

terFR.] 

(f) The election of the trustees under Subsection (b) (2), 

(3), or (4) of this section, including an election under Subsection 

(b-3) of this section to fill a trustee position under Subsection 

(b) (3) or (4) of this section, [representing: the police and fire 

departFRents] shall be held under the supervision of the board, and 

the board shall adopt such rules [and reg:ulations] governing the 

election procedure as it considers appropriate, as long as the 

rules [and reg:ulations] are consistent with generally accepted 

principles of secret ballot and majority rule. The rules [an-4 

reg:ulations] adopted by the board shall be recorded in the minutes 

of the board and made available to the members of any pension plan 
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within the pension system. 

(h) The executive director [administrator], or in the 

executive director's [administrator's] absence a member of the 

administrative staff designated by the board, shall serve as the 

secretary of the board. 

( i) The board shall serve without separate compensation 

from the fund, but a trustee is entitled to reimbursement for travel 

expenses and, if applicable, [•,dth ent it lemont] to any appropriate 

compensation from the city as if the trustee [board members] were 

performing the trustee's [their] regular functions for the police 

or fire d~partment br for the city. The board shall meet not less 

than once each month and may meet at any time on the call of its 

chairman. 

( j) The board has full power to make rules [and reg-ulations] 

pertaining to the conduct of its meetings and to the operation of 

the pension system as long as its rules are not, subject to 

Subsections (j-1) and (j-2) of this section, inconsistent with the 

terms of this article, any pension plan within the pension system, 

or the laws of this state or the United States to the extent 

applicable. A board meeting may be held by telephone conference 

call or by videoconference call in accordance with Sections 551.125 

and 551.127, Government Code, except that Section 551.125(b), 

Government Code, does not apply. 

( j -1) Subject to Subsection ( o) ( 2) of this sect ion, the 

board may adopt a rule that conflicts with this article: 

( 1) to ensure compliance with the code, including 

Section 415 of the code, and other applicable federal law; 
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(2) subject to Subsections (j-5) through (j-8) of this 

section, to amortize the unfunded actuarial accrued liability of 

the pension system within a period that does not exceed 35 years, if 

the board determines the rule is appropriate based on the 

evaluations required under Subsection (j-5) of this section; or 

(3) subject to Subsections (j-6) and (j-7) of this 

section and notwithstanding any other law, to increase the benefits 

provided under this article in any manner the board determines 

appropriate if the increase will not cause the amortization period 

of the unfunded actuarial accrued liability of the pension system 

to exceed 25 years, after taking into account the impact of the 

increase. 

( j -2) Except as provided by Sub sect ion ( j -1) of this sect ion 

or Section 4.02(b) of this article, a provision of any plan provided 

by the pension system may only be amended if approved by the board. 

An amendment described by this subsection: 

( 1) may not cause the amortization period of the 

unfunded actuarial accrued liability of the pension system to 

exceed 35 years, after taking into account the impact of the 

amendment, as determined by the board and reviewed by the State 

Pension Review Board; and 

( 2 ) is not required to be ratified by the 1 egis 1 at u r e . 

(j-3) The board may correct any defect, supply any omission, 

and reconcile any inconsistency that may appear in this article in a 

manner and to the extent that the board believes would: 

(1) be expedient for the administration of the pension 

system; 
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(2) be for the greatest benefit of all members, 

pensioners, and qualified survivors; and 

(3) not adversely affect the benefits of a member, 

pensioner, or qualified survivor. 

(j-4) The board has full discretion and authority to 

construe and interpret the combined pension plan and to do all acts 

necessary to carry out the purpose of the combined pension plan. A 

decision of the board is final and binding on all affected parties. 

( j -5) Not later than January 1, 2018, the board shall 

conduct an evaluation of: 

(1) how benefits are computed under this article to 

identify potential means of abusing the computation of benefits to 

inflate pension benefits received by pensioners; and 

(2) the impact, including the impact on the combined 

pension plan, of establishing one or more alternative benefit 
. 

plans, including a defined contribution plan or a hybrid retirement 

plan that combines elements of both a defined benefit plan and a 

defined contribution plan, for newly hired employees of the city 

and for members who voluntarily elect to transfer to an alternative 

benefit plan. 

( j -6) The board may not adopt a rule under Subsection 

( j -1) ( 2) or ( 3) of this sect ion unless the rule has first been 

reviewed by the State Pension Review Board and the State Pension 

Review Board finds that implementation of a rule under: 

(1) Subsection (j-1) (2) of this section complies with 

the amortization period prescribed by that subdivision and 

Sub sect ion ( j -8) of this sect ion; or 
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(2) Subsection (j-1) (3) of this section complies with 

the amortization period prescribed by that subdivision. 

( j -7) The board shall provide the State Pension Review Board 

with a copy of a proposed rule for purposes of Subsection (j-6) of 

this section at least 90 days before the date the board intends to 

implement the rule. 

( j -8) The board may not adopt a rule under Sub sect ion 

(j-1)(2) of this section based on an evaluation under Subsection 

(j-5) (2) of this section if the board determines implementation of 

the rule would cause the amortization period of the unfunded 

actuarial accrued liability of the combined pension plan or any 

plan established under this article by the pension system to exceed 

35 years, after taking into account implement at ion of the rule. 

( j -9) At least twice each year, the board shall have a 

meeting to receive public input regarding the pension system and to 

inform the public about the health and performance of the pension 

system. The State Pension Review Board is entitled to all documents 

and other information provided to the public or that are the basis 

for information provided to the public, as determined by the State 

Pension Review Board, for purposes of this subsection and shall 

independently review the information to ensure its validity. 

(j-10) An employee or other agent acting on behalf of the 

pension system or the city must certify to the State Pension Review 

Board that any information provided by the pension system or city, 

as appropriate, under this article or other law is accurate and 

based on realistic assumptions. 

(n) Six [~] trustees of the board constitute a quorum at 
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any [called] meeting[ 1 eucept that a trustee from the police 

department and a trustee from the fire department must ae present to 

conduct ausiness] . 

( o) No action may be taken by the board except at a meeting.:.. 

Except as otherwise specifically provided by this article or other 

law: 

ill [, and] no action shall be taken during a board 

meeting without the approval of a majority of the trustees of the 

board; and 

(2) no action otherwise authorized by this article or 

other law may be taken that establishes an alternative benefit 

plan, reduces the city contribution rate, increases the member 

contribution rate, or reduces benefits, including accrued 

benefits, without the approval of at least a two-thirds vote of all 

the trustees of the board [present]. 

(o-1) Only actions of the board taken or approved of during 

a meeting are binding on the board, and no other written or oral 

statement or representation made by any person is binding on the 

board or the pension system. 

(p) The board may file suit on behalf of the pension system 

1n a court of competent jurisdiction regardless of the court's 

location. The board has sole authority to litigate matters on 

behalf of the pension system. Notwithstanding Chapter 15, Civil 

Practice and Remedies Code, or any other law, an action against the 

pension system or the board shall be brought in a court of competent 

jurisdiction located in the city or county in which the pension 

system is located. 
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(g) The board may purchase from one or more insurers one or 

more insurance policies that provide for the reimbursement of a 

trustee or employee of the pension system for liability imposed as 

damages caused by, and for costs and expenses incurred by the 

individual in defense of, an alleged act, error, or omission 

committed by the individual in the individual's capacity as a 

fiduciary or employee of the pension system. The board may not 

purchase an insurance policy that provides for the reimbursement of 

a trustee or employee of the pension system due to the trustee's or 

employee's dishonesty, fraudulent breach of trust, lack of good 

faith, intentional fraud or deception, or intentional failure to 

act prudently. 

(r) The board shall adopt a code or codes of ethics 

consistent with Section 825.212, Government Code. In adopting or 

amending a code or codes of ethics, the board may consider comments 

on the policy from the city attorney of the city. The board shall: 

(1) review the code or codes of ethics on an annual 

basis and amend the code or codes as the board considers necessary; 

(2) file a copy of the code or codes of ethics adopted 

or amended in accordance with this subsection with the State 

Pension Review Board; and 

( 3) provide a copy of the code or codes of ethics 

adopted or amended in accordance with this subsection to the city 

attorney. 

(s) The board shall develop an Internet website designed to 

g1ve active members and pensioners access to the information 

concerning the pension system and the individual's participation in 
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the pension system required by Section 802.106, Government Code, as 

well as information concerning the financial health of the pension 

system. 

SECTION 1. 06. Part 3, Article 6243a-1, Revised Statutes, is 

amended by adding Sections 3.011, 3.012, and 3.013 to read as 

follows: 

Sec. 3.011. NOMINATIONS COMMITTEE. (a) Subject to 

Subsection (b) of this section, the nominations committee consists 

of: 

(1) the executive director, who is a nonvoting member; 

and 

(2) the president, chair, or othler executive head of 

the following organizations or their successor organizations, or 

that person's designee: 

(A) the Dallas Black Firefighters Association; 

(B) the Black Police Association of Greater 

Dallas; 

(C) the National Latino Law Enforcement 

Organization; 

(D) the Dallas Fraternal Order Police Lodge 588; 

(E) the Dallas Police Association; 

(F) the Dallas Fire Fighters Association, 

International Association of Fire Fighters Local No. 58; 

(G) the Dallas Hispanic Firefighters 

Association, Inc.; 

(H) the Dallas Police Retired Officers 

Association; 
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(I) the Dallas Retired Firefighters Association; 

(J) the Retired Black Firefighters Association 

of Dallas; and 

(K) the Dallas Hispanic Retired Fire Fighters 

Association. 

(b) If an organization described by Subsection (a)(2) of 

this section elects not to participate on the nominations 

committee, is prohibited from participating on the nominations 

committee under Subsection (g) of this section, or ceases to exist, 

the nominations committee members appointed under that subsection 

consist only of representatives of the remaining organizations, if 

any. 

(c) The executive director shall serve as presiding officer 

of the nominations committee. 

(d) The nominations committee shall meet at the call of the 

presiding officer. 

(e) The nominations committee shall nominate trustees to 

the board in accordance with Sections 3.01(b) (2) and (b-3) of this 

article. 

(f) A person serving on the nominations committee under 

Subsection (a) (2) of this section serves without compensation and 

may not be reimbursed for travel or other expenses incurred while 

conducting the business of the nominations committee. The 

executive director may not receive additional compensation for 

service on the nominations committee. 

(g) An organization described by Subsection (a) (2) of this 

section may not participate on the nominations committee unless the 
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organization 1s 1n good standing with the secretary of state, if 

applicable. 

(h) Chapter 2110, Government Code, does not apply to the 

nominations committee. 

(i) The nominations committee may establish policies and 

procedures governing its operations. 

Sec. 3.012. REMOVAL OF TRUSTEES. (a) In accordance with 

procedures adopted by board rule, a trustee: 

(1) appointed under Section 3.01(b) (1) of this article 

may be removed by the mayor for cause; and 

(2) elected under Section 3.01(b) (2), (3), or (4) of 

this article may be removed by the nominations committee for cause. 

(b) It is a cause for removal of a trustee from the board 

that the trustee: 

(1) does not have at the time of taking office the 

qualifications required by Section 3.01(b) or (b-1) (1) of this 

article, subject to Subsection (b-3) of that section; 

(2) does not maintain during service on the board the 

qua 1 if i c at ions r e qui r e d by Sect ion 3 . 0 1 ( b ) o r ( b -1 ) ( 1 ) of this 

article, subject to Subsection (b-3) of that section; 

(3) is· ineligible for membership under Section 

3.01(b-1) (2) or (b-2) of this article; or 

(4) is absent from more than 40 percent of the meetings 

that the trustee is eligible to attend during a calendar year 

without an excuse approved by a majority vote of the board. 

(c) The validity of an action of the board is not affected by 

the fact that it is taken when a cause for removal of a trustee 
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exists. 

(d) If the executive director has knowledge that a potential 

cause for removal exists, the executive director shall notify the 

chairman of the board of the potential cause. The chairman shall 

then notify the mayor or nominations committee, as appropriate, 

that a potential cause for removal exists~ If the potential cause 

for removal involves the chairman, the executive director shall 

notify the vice chairman or next highest ranking officer of the 

board, who shall then notify the mayor or nominations committee, as 

appropriate, that a potential cause for removal exists. 

Sec. 3. 013. TRUSTEE TRAINING. (a) A per son who is 

appointed or elected to the board and qualifies for office as a 

trustee shall complete a training program that complies with this 

section. 

(b) The training program must provide the person with 

information regarding: 

( 1) the law governing the pension system's operations; 

(2) the programs, functions, rules, and budget of the 

pension system; 

( 3) the scope of and lirni tat ions on the rulernaking 

authority of the board; 

(4) the results of the most recent formal audit of the 

pens ion syst ern; 

( 5) the r eguir ernent s of: 

(A) laws relating to open meetings, public 

information, administrative procedure, and disclosing conflicts of 

interest; and 
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(B) other laws applicable to a trustee in 

performing the trustee's duties, including the board's fiduciary 

duties described under Section 3.01(a) of this article; 

(6) the code or codes of ethics adopted under Section 

3.01(r) of this article and any applicable ethics policies adopted 

by the Texas Ethics Commission; and 

(7) financial training regarding the risks of 

investing in alternative investments. 

(c) The executive director shall create a training manual 

that includes the information required by Subsection (b) of this 

section. The executive director shall distribute a copy of the 

training manual annually to each trustee. On receipt of the 

training manual, each trustee shall sign and submit to the 

executive director a statement acknowledging receipt of the 

training manual. 

SECTION 1.07. Section 3.02, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 3. 02. PROFESSIONAL CONSULTANTS. In addition to the 

authority of the board to employ the services of certain 

consultants set forth in this article, the board has the authority 

to employ the services of any professional consultant recommended 

by the executive director, including investment advisors and 

investment managers, whenever the services of the consultants 

[consultant] are considered necessary or desirable and in the best 

interests of the pension system, as determined by the board in 

consultation with the executive director. A professional 

consultant shall receive such compensation as may be determined by 

32 



H.B. No. 3158 

the board in accordance with Section 4. 01 of this article. 

SECTION 1.08. Part 3, Article 6243a-1, Revised Statutes, is 

amended by adding Sect ion 3. 025 to read as follows: 

Sec. 3.025. CHIEF INVESTMENT OFFICER. The executive 

director may hire a chief investment officer, subject to 

confirmation by the board, to assist the pension system regarding 

the investment of assets of the fund. Compensation for a chief 

investment officer hired under this section shall be made in 

accordance with Section 4.01 of this article. 

SECTION 1. 09. Sect ion 3. 03, Article 6243a-1, Revised 

Statutes, is amended by amending Subsections (b) and (c) and adding 

Subsection (b-1) to read as follows: 

(b) Subject to Subsection (b-1) of this section, the [~] 

city attorney or an assistant city attorney may [shall] attend 

board [a±±] meetings [of the board] and may advise the board on any 

matter on which the pension system [board] requests a legal opinion 

from the city attorney. 

(b-1) The city attorney or an assistant city attorney is not 

required to provide an opinion under Subsection (b) of this section 

unless the opinion is requested by the city council on behalf of the 

pension system. The city attorney or assistant city attorney may 

decline to provide the opinion if the subject matter of the request 

is too dependent on disputed facts to permit a generalized opinion, 

as determined by the city attorney or assistant city attorney. 

(c) The board may retain other attorneys to serve as legal 

advisors to [represent] the board [or to give advice]. The 

executive director may hire a chief legal officer, subject to 
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confirmation by the board, or other attorneys if necessary to carry 

out the business of the pension system. Compensation for a chief 

legal officer or other attorneys hired under this subsection shall 

be made in accordance with Section 4. 01 of this article. 

SECTION 1.10. Section 3.04, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 3.04. APPOINTMENT OF EXECUTIVE DIRECTOR 

[ADMHH£TR:ATOR:] • (a) The board has the authority to appoint an 

executive director [administrator] to assist [carry out the 

business of] the board with administering the pension system and 

ensure that records are kept [to keep a record] of the proceedings 

of the board. Sub.ject to Subsection (a-1) of this section, a person 

appointed executive director under this section: 

(1) must have, to the extent possible, relevant 

experience in managing a similarly situated business entity; and 

(2) may not be a current or former trustee [~

administrator, in carrying out the business of the board uithin the 

scope of the administrator's responsibility, may not be considered 

a fiduciary 1n1 ith respect to the pension system]. 

(a-1) During any period in which the most recent actuarial 

valuation of the pension system indicates that the period needed to 

amortize the unfunded actuarial accrued liability of the pension 

system exceeds 35 years, the board shall, to the extent lapsed 

investments are a significant portion of the pension system's 

assets, ensure that the executive director appointed under 

Subsection (a) of this section has, or hires staff that has, 

appropriate experience in managing a business entity with lapsed 
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investments in a manner that resulted 1n the improved liquidity or 

profitability of the business entity. 

(b) Subject to Subsections (b-1) and (b-3) of this section 

[the approval of the board], the executive director [administrator] 

may select any number of persons the executive director determines 

appropriate to assist the executive director in carrying out the 

executive director's duties under this section. Subject to Section 

4.01 of this article, the titles and salaries of persons selected to 

assist the executive director shall be determined by the executive 

director. 

(b-1) The executive director may not select a per son to 

assist the executive director who is an active, former, or retired 

police officer or fire fighter of the city [administrator]. 

(b-2) The executive director shall establish the 

organizational structure of pension system employees to optimize 

administration of the pension system. 

(b-3) A former or retired employee of the city may not 

before the second anniversary of the first day of the month 

following the date the person terminated employment with the city 

serve the pension system in any capacity other than as a trustee. 

Except as specifically provided'by this article, including Section 

3.01(b) (3) or (4) of this article, or other law, an employee of the 

city may not serve the pension system in any capacity. 

(c) The executive director [:Both the administrator] and 

those persons selected to assist the executive director 

[administrator] may be considered employees of the city. Unless 

otherwise delegated to the executive director [administrator], the 
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board shall have the ultimate authority to retain, discipline, or 

terminate the engagement of the executive director. 

(d) If acting in the executive director's own discretion, 

the executive director owes a fiduciary duty to the pension system 

and shall ensure the sustainability of the pension system for the 

purpose of providing current and future benefits to members of the 

pension system and their beneficiaries [any persons seleeted under 

this subseetion]. If the executive director is acting at the 

direction of the board and not exercising the executive director's 

own discretion, the executive director does not owe a fiduciary 

duty under this subsection. 

SECTION 1.11. ·Sections 4.01(a), (c), and (d), Article 

6243a-1, Revised Statutes, are amended to read as follows: 

(a) The board shall pay for all costs of administration out 

of the income from the fund when in the judgment of the board the 

costs are necessary, including the cost of: 

ill salaries and benefits for the executive director 

[of the administrator, assistant administrator,] and 

administrative staffL 

~ [T] office expensesL 

(3) expenses associated with securing[T] adequate 

off ice space and associated ut ilitiesL 

(4) compensation for [, and] professional 

consultants, professional investment managers, or other persons 

providing professional services; and 

(5) any other expenses approved by the board[, out of 

income from the fund \:hen it is actuarially determined that the 
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payFRents •,,rill not have an adverse effect on the payFRent of benefits 

froFR any of the plans r,,rithin the pension systeFR and .,,hen in the 

judgFRent of the board the costs are necessary]. [The city shall 

provide for costs of adFRinistration if the board deterFRines that 

payFRent of the costs by the fund •.1ill have an adverse effect on the 

payFRent of benefits froFR any plan •;~ithin the pension systeFR.] 

(c) No expenditure for the costs of administrationL 

including the [e-r-] payment of any fee for professional consultantsL 

professional investment management services, or any other person 

providing professional servicesL may be made from the fund without 

the approval of the board. 

(d) After the board has developed an annual budget for the 

pension system, the budget shall be presented to the city manager 

[city 1 s budget office] for comment. The city manager [city 1 s budget 

office] may request the board to reconsider the appropriation for 

any expenditure at a board meeting, but the board shall make the 

final determination concerning any appropriation. 

SECTION 1.12. Sections 4.02(b), (d), and (e), Article 

6243a-l, Revised Statutes, are amended to read as follows: 

(b) Funds contributed by the city as its share of the amount 

required to finance the payment of benefits under the pension 

system may be used for no other purpose. The city is not 

responsible for the payment of any administrative or professional 

service fees of the pension system. Any change to the [T-h-e-] 

contributions required to be made to the pension system by the city 

[shall be annually appropriated by the city council and 

periodically paid on the basis of a percentage of the total •,rages 
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and salaries of the members of the police and fire departments ·.vho 

are members of each of the plano vJithin the pension system. The 

amount of this percentage and any ohange in it] may [be determined] 

only be made: 

ill by the legislaturei. [e-r] 

ill by a majority vote of the voters of the city; or 

(3) in accordance with a written agreement entered 

into between the pension system, by at least a two-thirds vote of 

all trustees of the board, and the city, provided that a change made 

in accordance with this subdivision may not increase the period 

required to amortize the unfunded actuarial accrued liability of 

the fund. 

(d) Subject to Section 4.025 of this article, the city shall 

make contributions to the pension system biweekly in an amount 

egual to the sum of: 

( 1) the greater of: 

(A) 34.5 percent of the aggregate computation pay 

paid to members during the period for which the contribution is 

made; or 

(B) the applicable amount set forth below: 

(i) $5,173,000 for the biweekly pay periods 

beginning with the first biweekly pay period that begins after 

September 1, 2017, and ends on the last day of the first biweekly 

pay period that ends after December 31, 2017; 

( ii) $5,344,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (i) of this paragraph; 
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(iii) $5,571,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (ii) of this paragraph; 

(iv) $5,724,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (iii) of this paragraph; 

(v) $5,882,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (iv) of this paragraph; 

(vi) $6,043,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (v) of this paragraph; 

(vii) $5,812,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (vi) of this paragraph; 

(viii) $6,024,000 for the 26 biweekly pay 

periods immediately following the last biweekly pay period 

described by Subparagraph (vii) of this paragraph through the 

biweekly pay period that ends after December 31, 2024; and 

( ix) $0 for each subsequent biweekly pay 

period beginning with the first biweekly pay period following the 

last biweekly pay period described by Subparagraph (viii) of this 

paragraph; and 

( 2) except as provided by Subsection (e) of this 

section, an amount equal to l/26th of $13 million. [The percentage 

of required contributions from the city shall be 1n accordance \Jith 

the follovdng schedule and any increase or decrease 1n city 
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 contributions shall occur automatically on any increases or 

decreases in the members' contribution percental§Jee 

[City Contributions Member Contributions 

27 1/2°6 

~ 

24 1/2°6 

~ 

(e) The city is required to pay the contribution amount 

described by Subsection (d) (2) of this section only through the 

last biweekly pay period that ends after December 31, 2024 [~ 

elect to contribute more than that reEJuired in the schedule 

provided by Subsection (d) of this section, except that the city's 

contribution percental§Je may not euceed 28-1/2 percent unless 

approved as provided by .Subsection (b) of this sect ion. Further 1 in 

no event may the city's contribution be less than 21 1/2 percent 

unless approved as provided by .Subsection (b)]. 

SECTION 1.13. Part 4, Article 6243a-1, Revised Statutes, is 

amended by adding Sect ion 4. 025 to read as follows: 

Sec. 4. 025. CITY OR MEMBER CONTRIBUTIONS IF NO UNFUNDED 

ACTUARIAL LIABILITIES. Notwithstanding Section 4.02 or 4.03 of 

this article, if the pension system has no unfunded actuarial 

liability according to the most recent actuarial valuation, the 

annual normal costs must be equally divided between the city and the 

members unless equally dividing the costs would increase the member 

contribution rates beyond the rates prescribed by Section 4.03 of 
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this article. The board shall adjust the city contribution rates 

under Section 4.02 of this article and the member contribution 

rates under Section 4.03 of this article accordingly, and certify 

the adjusted rates. After the completion of a subsequent actuarial 

valuation showing unfunded actuarial liabilities, the contribution 

rates applicable under Sect ions 4. 02 and 4. 03 of this article 

apply. 

SECTION 1.14. Section 4.03, Article 6243a-l, Revised 

Statutes, is amended by amending Subsections (a), (b), (c), (d), 

and (g) and adding Subsections (a-1), (d-1), (d-2), and (i) to read 

as follows: 

(a) Subject to Subsection (a-1) of this section and except 

as provided by Section 4.025 of this article, each [~] Group A 

member of the combined pension plan shall have 13.5 [.e-.-.3-] percent of 

base pay deducted from the member's wages on a biweekly basis [~

month], and the contributions shall be promptly remitted to the 

fundbythecity. 

(a-1) If a Group A member is assigned, for any period, to a 

job-sharing program or any similar work schedule that is considered 

by the member's department to be less than a full-time work 

schedule, the member's contributions are determined by multiplying 

the applicable contribution rate by a fraction, the numerator of 

which is the number of hours the member actually worked during the 

period and the denominator of which is the number of hours the 

member would have worked during the period if the member had been 

working a full-time work schedule. 

(b) Each member shall [continue to] contribute to the fund 
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under the applicable terms of this article [section] until the 

member leaves active service with either department. If a member 

leaves active service with a department, [or until the beginning of 

the member's 33rd year of pension service 1 at '.Jhich time] the member 

shall cease making contributions. 

(c) Each Group B member shall authorize the city to deduct 

from the member's salary a percentage of the member's computation 

pay. The authorization shall be in writing and filed with the 

executive director [administrator]. 

(d) Subject to Subsection (d-1) of this section and except 

as provided by Section 4. 025 of this article, for pay periods 

starting on or after September 1, 2017, each [~] Group B member 

shall have 13. 5 [ -8-r§.] per cent of the member's computation pay 

deducted from the member's wages on a biweekly basis [each month,] 

and the contributions shall be promptly remitted to the fund by the 

city. 

(d-1) If a Group B member is assigned, for any period, to a 

job-sharing program or any similar work schedule that is considered 

by the member's department to be less than a full-time work 

schedule, the member's contributions are determined by multiplying 

the applicable contribution rate by a fraction; the numerator of 

which is the number of hours the member actually worked during the 

period and the denominator of which is the number of hours the 

member would have worked during the period if the member had been 

working a full-time work schedule. 

( d-2) For purposes of Sub sect ion (d) of this sect ion, 

"computation pay" includes computation pay paid to a Group B member 
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during any period the member is receiving workers' compensation. 

(g) The percentage of base pay contributed by Group A 

members or computation pay contributed by Group B members may not be 

altered except by an adjustment under Section 4.025 [aFRendFRent 

pursuant to the terFRs of £eetion 4.02] of this article. 

(i) Member contributions under this article or any payments 

a member is entitled to make under this article to receive 

additional pension service may be picked up by the city under the 

terms of an appropriate resolution of the city council. 

SECTION 1.15. Section 4.04, Article 6243a-1, Revised 

Statutes, is amended by amending Subsections (a), (c), (d), (e), 

(f), (g), (h), (j), and (k) and adding Subsections (f-1) and (h-1) 

to read as follows: 

(a) Except as provided by Subsection (d) or (e) of this 

section, a [A] Group B member who, either voluntarily or 

involuntarily, leaves active service is entitled to a refund from 

the fund of the total amount of the member's Plan B and Group B 

contributions, without interest, that were paid beginning with the 

effective date of the member's Group B membership or membership in 

Plan B. A refund under this subsection results in a total 

. . 
cancellation of pens1on serv1ce credit and the member and any 

person who would otherwise take by, through, or under the member is 

not entitled to any benefits from the pens1on system [aa 

appropriate reduction of pension serviee]. 

(c) A [forFRer] Group B member who desires [desiring] a 

refund of the Plan B or Group B contributions under Subsection (a) 

of this section [the person FRade to the fund] must make written 
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application for the refund with the executive director 

[adFRinistrator]. In no case may any refund be made to a [~ 

forFRer] Group B member before the expiration of 30 days after the 

date the person leaves active service. 

(d) Subject to Subsection (k) of this section, if a Group B 

member with less than five years of pension service either 

voluntarily or involuntarily leaves active service and fails to 

make writ ten application for a refund of contributions within three 

years after the date of the notice described by Subsection (j) of 

this section [+&] made by the board, the person forfeits the right 

to withdraw any portion of the contribution, and the total amount of 

Plan B and Group B contributions the person made will remain in the 

fund. If the Group B member described by this subsection dies after 

leaving active service, the [person's Aeirs or, if tAere are no 

Aeirs, tAe] deceased member's designee [estate] may apply for the 

refund of the person's contributions, resulting in an appropriate 

loss of pension service if the application is filed with the 

executive director [adFRinistrator] within three years after the 

date of the notice described by Subsection (j) of this section[+&] 

made by the board. Subject to Subsection (k) of this section, if a 

Group B member's designee [Aeirs or estate] fails to apply for a 

refund of the Group B member's contributions within the three-year 

period described by this subsection, the designee forfeits [Aeirs 

and tAo estate forfeit] any right to the contributions, and the 

total amount of the Plan B and Group B contributions made by the 

Group B member will remain in the fund. 

(e) Subject to Subsection (k) of this section, if a Group B 
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member with five or more years of pension service either 

voluntarily or involuntarily leaves active service and fails to 

make written application for a refund of the person's Plan B and 

Group B contributions within three years after the date of the 

notice described by Subsection (j) of this section [±-&] made by the 

board, .the person forfeits the right to withdraw any portion of the 

contributions, and the total amount of the contributions will 

remain in the fund. A Group B member described by this subsection 

may, however, apply for a Group B retirement pension [beRefits] 

under Section 6.02 of this article or, if the Group B member dies 

before the member is eligible to apply for ~ Group B retirement 

pension, the member's qualified survivors [beRefits, the persoR's 

heirs or, if there are RO heirs, the deeeased ffieffiber's estate] may 

apply for Group B death benefits under Sections 6.06, 6.061, 6.062, 

and 6.063 of this article. If the Group B member dies before the 

member is eligible to apply for a Group B retirement pension and the 

member has no qualified survivors, the Group B member's designee 

[ iR accordaRce ·.dth the provisioRs of this artiele 1 or the heirs or 

the estate] may apply for a refund of the Group B member's Plan B and 

Group B contributions, resulting in a total cancellation [~ 

appropriate loss] of pension service. Subject to Subsection (k) of 

this section, if a Group B member's designee [heirs or estate] fails 

to apply for a refund of the Group B and Plan B member's 

contributions within the three-year period described by this 

subsection, the designee forfeits [heirs aRd the estate forfeit] 

any right to the contributions, and the total amount of the Plan B 

and Group B contributions made by the Group B member will remain in 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

45 



H.B. No. 3158 

the fund. 

( f ) Sub j e c t to Subsections ( g) and ( h ) of this sect ion , [ .U:.] 

a Group B member, other than a Group B member who elects or has 

elected to receive a Group A benefit or a benefit determined under 

the old plan or Plan A, who [•.1ith five or more years of pension 

service] either voluntarily or involuntarily leaves active service 

with five or more years of pension service [, the person] is 

entitled to: 

(1) subject to Subsection (f-1) of this section, have 

the total amount of the person's Plan B and Group B contributions to 

the fund refunded in accordance with ·Subsection (a) of this 

section, ,which results in a loss of all of the person's accrued 

pension service; or 

(2) if the Group B member first entered active service 

before January 1, 1999, elect to take a refund of less than the 

total amount of the person's Plan B and Group B contributions while 

leaving a sufficient amount to retain pension service amounting to 

five or more years. 

(f-1) A Group B member who elects to receive a refund under 

Subsection (f) (1) of this section and any person who would 

otherwise take by, through, or under the member is not entitled to 

any benefits from the pension system. 

(g) If a Group B member elects a refund of a portion of the 

per son's contributions under Subsection (f) ( 2) of this sect ion, the 

amount of the refund shall equal the total amount of the person's 

Plan Band Group B annual contributions, without interest, for each 

full year of'pension service canceled [eaneelled], computed based 
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on the earliest contributions made. 

(h) A [fonRer] Group B member who first entered active 

service on or after January 1, 1999, is entitled to have the total 

amount of the person's Group B contributions refunded under 

Subsection (a) of this section in accordance with Subsection (f) (1) 

of this section, but may not receive a refund of less than the total 

amount in accordance with Subsection (f) ( 2) of this sect ion. 

(h-1) A Group B member who leaves active service and later 

returns to active service is permitted to repay to the fund any 

previously withdrawn employee contributions and receive pension 

service in accordance with Section 5.07(d) of this article as a 

Group B member to the extent that [~] before again leaving active 

service, the Group B member repays [ooffiPletely] to the fund the 

previously withdrawn contributions with interest, calculated at 

the interest rate from time to time used in the pension system's 

actuarial rate of return assumptions, compounded annually, on the 

previously withdrawn contributions [for the period from the date 

the contributions .... ,ere \Jithdrm:n until the date the principal and 

accrued interest are repaid in full]. 

(j) On the 58th [.§.Q..t..h.] anniversary of the birth of a Group B 

member described by Subsection (d) or (e) of this sect ion, or on the 

board's receipt of notice of the death of the Group B member, the 

board shall, by registered or certified mail, return receipt 

requested, attempt to notify the Group B member or designee [~ 

member's heirs or estate] , as applicable, of the status of the 

person's [their] entitlement to a refund of contributions from the 

fund. 
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(k) A Group B member or designee described by Subsection (d) 

or (e) of this section [or the heirs or estate of the Group 8 meHtber] 

shall have the person's [their] right, title, interest, or claim to 

a refund of the Group B member's contributions reinstated only on 

the board's grant of their written request for a reinstatement and 

refund. The board's decision shall be based on a uniform and 

nondiscriminatory basis [policy that it shall, from time to time, 

adopt] . 

SECTION 1. 16. Sect ion 4. 06 (c) , Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

(c) The authority of the board to make a custody account or 

master trust agreement is supplementary to its authority to make an 

investment management contract. Allocation of assets to a custody 

account or master trust shall be coordinated by the executive 

director [administrator], as authorized by the board, and the bank 

designated as custodian or master trustee for the assets. 

SECTION 1.17. Section 4.07, Article 6243a-1, Revised 

Statutes, is amended by amending Subsections (a) , (d) , and (g) and 

adding Subsection (h) to read as follows: 

(a) Subject to Section 4.071 of this article, if [~] the 

board determines that there is in the fund a surplus exceeding a 

reasonably safe amount to take care of current demands on the 

pension system, the board may invest or direct the investment of the 

surplus for the sole benefit of the pension system. 

(d) The board also has the authority to contract for 

professional investment management services. Any contract that the 

board makes with an investment manager shall set forth the board's 
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investment policies and guidelines [of the board for the use of 

standard rating services and shall include specific criteria for 

determining the quality of investments]. A professional investment 

management service shall receive such compensation as may be 

determined by the board in accordance with Section 4.01 of this 

article. 

(g) ~ [Wo investment manager, other than a] bank or trust 

company that has custody and trustee powers and a contract with the 

board to provide assistance in making investments[T] shall be the 

custodian or master trustee of any of the securities or other assets 

of the fund. Pursuant to Section 4.06 of this article, the board 

may designate a bank to serve as custodian or master trustee, or 

subcustodian or submaster trustee, to perform the customary duty of 

safekeeping as well as duties incident to the execution of 

transactions. As the demands of the pension system require, the 

board shall withdraw from the custodian or master trustee money 

previously considered surplus 1n excess of current cash and 

proceeds from the sale of investments. The money may without 

distinction be used for the payment of benefits pursuant to each of 

the plans within the pension system and for other uses authorized by 

this article and approved by the board. 

(h) The board through policy shall establish an investment 

advisory committee composed of trustees and outside investment 

professionals to review investment related matters as prescribed by 

the board and make recommendations to the board. A majority of the 

members of the committee established under this subsection must be 

outside investment professionals. 
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SECTION 1.18. Part 4, Article 6243a-1, Revised Statutes, is 

amended by adding Sect ion 4. 071 to read as follows: 

Sec. 4.071. BOARD APPROVAL OF CERTAIN ALTERNATIVE 

INVESTMENTS. (a) The executive director, an investment manager, a 

provider of professional investment management services or 

professional advisory services, or any other person delegated 

authority to invest or reinvest pension system assets under this 

article may not invest pension system assets in a single 

alternative investment unless the board votes to approve the 

investment by at least a two-thirds vote of all the trustees. 

(b) The board may adopt rules necessary to implement this 

section. 

SECTION 1.19. Section 4.08, Article 6243a-1, Revised 

Statutes, is amended by adding Subsection (c) to read as follows: 

(c) On written request by the city, the executive director 

shall make available to the city's actuary or auditor the 

information and documents provided to or used by the pension 

system's actuary or auditor in conducting an actuarial valuation 

under this article or preparing any other document prepared under 

this article. 

SECTION 1.20. Section 4.09, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 4.09. REWARDS, DONATIONS, AND CONTRIBUTIONS. Any 

reward, donation, or contribution given to any member as payment or 

gratuity for service performed in the line of duty shall be turned 

over to the chief of the member's department, who shall, in turn, 

forward the reward, donation, or contribution to the executive 
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director [administrator] of the pension system for deposit in the 

fund. 

SECTION 1.21. Section 5.01, Article 6243a-l, Revised 

Statutes, is amended to read as follows: 

Sec. 5. 01. MEMBERSHIP IN COMBINED PENSION PLAN. (a) Except 

as provided by Subsection (a-1) of this section, the [~] 

membership of the combined pension plan is composed of the 

following persons: 

( 1) Group A members: 

(A) police officers or fire fighters who are on 

active service and who as of February 28, 1973, had filed a written 

statement with the pension system of their desire to participate in 

either the old plan or Plan A; 

(B) police officers and fire fighters who are on 

active service and h·] who were employed and receiving compensation 

from the city as a police officer or a fire fighter befpre March 1, 

1973, and who made contributions to either the old plan or Plan A 

attributable to any period of employment before March 1, 1973; and 

(C) except as provided by Subsection (b) of this 

section, persons who elect to become Group A members under that 

subsection; and 

( 2) Group B members: 

(A) police officers and fire fighters who are on 

active service and who [,] were formerly members of either the old 

plan or Plan A[ ] 7 and who, as of April 30, 1973, had filed a written 

statement with the pension system of their desire to participate in 

Plan B; 
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(B) police officers and fire fighters who are on 

active service and who on or after March 1, 1973, and before January 

1, 1993, became members of Plan B; 

(C) as a condition of employment, any police 

officer [office] or fire fighter who is initially employed as a 

police officer or a fire fighter by the city on or after January 1, 

1993; 

(D) as a condition of return to active service 

and except as provided by Subsection (b) of this section, former 

members of the old plan or Plan A who left active service before 

March 1, 1973; 

(E) as a condition of return to active service 

and except as provided by Subsection (c) of this section, former 

Group B members who are no longer on active service, whether or not 

the persons were ever a ~ember of the old plan, Plan A, or the 

combined pension plan; 

(F) Group A members who are on active service and 

meet the requirements and make an election under Subsection (d) of 

this sect ion; and 

(G) persons who are on active service and make an 

election under Subsection (e) of this section. 

(a-1) Group A or Group B members do not include any employee 
I 

of the city who is: 

(1) required by ordinance or who elects, in accordance 

with an ordinance, to participate in an alternative benefit plan 

established under Section 3.01(j-1) (2) of this article based on an 

evaluation under Section 3.01(j-5) (2) of this article; or 
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(2) required by ordinance to participate in an 

alternative benefit plan established under Section 810.002, 

Government Code. 

(b) A person who has received an old plan, Plan A, or 

combined pension plan retirement or disability pension on or after 

March 1, 1973, may, if the person returns to active service, elect 

to participate as a Group A or Group B member by filing a written 

application for membership with the executive director 

[administrator] not later than 60 days after the date of return to 

active service. [As a condition of either Group A or Group B 

membership, the board may require the person to undergo a physical 

enamination and be certified by the health director as being 

capable of performing the duties to •.Jhich the person r,dll be 

assigned.] If the person described by this subsection does not 

elect to become a Group A or Group B member, the person shall on 

leaving active service receive a retirement pension in an amount 

that is unadjusted for the period of return to active service if the 

per son meets all of the requirements of Group A membership. 

(c) A Group B pensioner who was never a member of the old 

plan, Plan A, or the combined pension plan before January 1, 1993, 

may, if the person returns to active service, elect to become a 

Group B member by filing a written application for membership with 

the executive director [administrator] not later than 60 days after 

the date of return to active service. [As a condition of Group B 

membership 1 the board may require the pensioner to undergo a 

physical eKamination and be certified by the health director as 

being capable of performing the duties to r,Jhich the person r,dll be 
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assigned.] If the person described by this subsection does not 

elect to again become a Group B member, on leaving active service, 

if the person meets all applicable requirements of this article, 

the person shall receive benefits in an amount equal to the amount 

the person was receiving as of the day before the day the person 

returned to active service, and the person's base pension shall be 

the same as the base pension originally computed before the return 

to active service. 

{d) A person who is on active service and is a Group A member 

may, before the person participates in DROP, irrevocably elect to 

bec~me a Group B member by filing a written application with the 

executive director [administrator]. On and after the filing of the 

application, the Group A member shall make contributions to the 

fund at the rate applicable to Group B members. However, the 

contributions do not, by themselves, establish [constitute] Group B 

membership. Group B membership is contingent on the satisfaction 

of the following conditions: 

(1) the [~] person must, before the person elects to 

participate in DROP, pay an amount to the fund equal to the 

difference between the contributions the person would have made to 

the fund had the person been a Group B member for the entire period 

the person could otherwise have been a Group B member before making 

application for membership and the contributions the person 

actually made during that period, plus interest calculated in 

accordance with procedures adopted by the board from time to timeL 

and[,..] 

(2) the [~] payments described by this subsection 
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must be completed before the earlier of the date on which the person 

begins participation in DROP or leaves active service in accordance 

with procedures adopted by the board from time to time. 

(d-1) If the fund does not receive payment under Subsection 

(d) (1) of this section by the [~] date prescribed by Subsection 

(d) (2) of this section, all payments made under Subsection (d) (1) 

of this sect ion [of this type] , as well as those contribution 

amounts paid by the person after the person's application for Group 

B membership that are in excess of the Group A member contribution 

rate, shall be returned without accrued interest to the person, or 

in the event of the per son's death to the per son's designee 

[surviving spouse 1 children, or estate], as applicable. 

(e) A person who is on active service and has never been a 

member of any plan within the pension system may elect to become a 

Group B member on a prospective basis by filing a written 

application for membership with the executive director 

[administrator]. 

SECTION 1.22. Sections 5.02(a), (d), (e), (h), and (i), 

Article 6243a-1, Revised Statutes, are amended to read as follows: 

(a) The effective date of Group B membership for a person 

who becomes a Group B member under [persons described by] Section 

5.01(a) (2) (A) or (B) of this article is the date the Group B member 

first became a member of Plan B [January 1 1 1993]. 

(d) The effective date of Group B membership for a person 

[former Croup g member] who again becomes a Group B member and is 

described by Section 5.01(a) (2) (E) of this article is the person's 

original effective date of Group B membership, adjusted for any 
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period for which [~] the person was not on active service or [,

if the person] has [H-e-t-] withdrawn some, but not all.L contributions 

to the fund pursuant to Section 4.04 of this article. If, however, 

the person withdraws [forFRer Group :8 FReFRber has r..1ithdrmm] all

contributions to the fund in accordance with Section 4.04 of this 

article, and the person does not replace the previously withdrawn 

contributions together with interest as provided by Section 

4.04(h-1) [4.04(h)] of this article, the effective date of the 

person's membership is the date of return to active service. 

(e) The effective date of membership for a person who 

becomes a Group B member pursuant to Section 5.01(b) of this article 

is the date on which written application for the membership is filed 

with the executive director [adFRinistrator]. The effective date of 

membership for a person who becomes a Group A member pursuant to 

Section 5.01(b) of this article is the p~rson's original effective 

date of membership in the old plan, Plan A, or the combined pension 

plan, whichever is applicable. 

( h ) A per son des c r ib e d by Subsection ( a) , ( c ) , ( d ) , ( e ) , 

(f), or (g) of this section shall be given full pension service for 

the time the person was a contributing member of the old plan, Plan 

A, the combined pension plan, and Plan B·, and the pension service 

shall be counted as if it had been earned while a Group B member. 

Neither the length of time persons described by Subsection (a), 

(c), (d), (e), (f), or (g) of this section received a retirement or 

disability pension, whether under the old plan, Plan A, the 

combined pension plan or Plan B, nor the amount of any benefits paid

to the person shall have any effect on the pension service earned by 
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the person. No pension service may be earned while on service 

,retirement or disability retirement, or when the person was not on 

active service. Except as provided by Sections 5.08 [~]and 5.09 

of this article, a person described by Subsection (a), (c), (d), 

(e), (f), or (g) of this section may not be allowed to contribute to 

the fund in order to receive pension service for the time the person 

was not on active service, regardless of whether the person was 

actually receiving a pension. 

(i) The effective date of Group B membership for a person 

who becomes a Group B member pursuant to Section 5.01(e) of this 

article is the date on which written application for Group B 

member ship is filed with the executive director [ adHtinistrator] . 

SECTION 1.23. Section 5.03, Article 6243a-l, Revised 

Statutes, is amended by amending Subsections (c) and (d) and adding 

Subsection (c-1) to read as follows: 

(c) A Group B member who is on active service and.[or forHter 

Group B HteHteer \iRo also] was a former contributing member of either 

the old plan or Plan A may elect, when applying for either a 

retirement or disability pension if applicable, to terminate 

membership and receive a Group A retirement or disability p~nsion 

under the applicable provisions of this article, if the Group B 

member's application for retirement or disability pension is 

granted by the board. 

(c-1) A Group B member who is not on active service and was a 

former contributing member of either the old plan or Plan A may 

elect, when applying for a retirement pension, to terminate 

membership and receive a Group A retirement pension under the 
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applicable prov1s1ons of this article, if the Group B member's 

application for retirement pension is granted by the board. 

(d) If a Group B member [or former GroupS member] described 

by Subsection (c) or (c-1) of this section has elected and been 

granted a Group A retirement or disability pension under the 

applicable provisions of this article, the person is entitled to a 

reimbursement from the fund. The reimbursement shall be equal to 

that portion of the person's contributions to the fund, without 

interest, from the person's effective date of Group B membership 

until the time the person left active service[,] that is in excess 

of the total amount the person would have contributed as a Group A 

member or as a member of the old plan or Plan A for the same period. 

A Group B member [or former Group S member] desiring a refund of 

excess contributions must make written application for the refund 

with the executive director [admiRistrator] within three years 

after the date the person's Group A retirement or disability 

pension, whichever is applicable, begins; otherwise, the person 

will [~] lose all right, title, interest, or claim to the refund 

until such time as the board grants the refund in response to the 

person's writ ten request. The refund shall be made as soon as 

practicable after written application is filed with the executive 

director [admiRistrator]. 

SECTION 1.24. Section 5.04, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 5. 04. GROUP B MEMBERSHIP MAY BE DECLARED INACTIVE. (a) 

Except as provided by Subsection (d) (1) of this section, if [~] a 

Group B member with less than five years of pension service either 
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voluntarily or involuntarily leaves active service, the person's 

Group B membership remains active as long as the person has not 

withdrawn the person's contributions pursuant to Section 4.04 of 

this article. 

(b) Except as provided by Sub sect ion (d) ( 2) of this sect ion, 

if [~] a Group B member with five or more years of pension service 

either voluntarily or involuntarily leaves active service, the 

person's Group B membership remains active as long as the person has 

not withdrawn the person's entire contributions pursuant to Section 

4. 04 of this article. 

(c) Except as provided by Sub sect ion (d) ( 3) of this sect ion, 

if [~] the board receives valid information that a Group B primary 

party has died, [ leaviRg- ORe or Hlor e heirs 1 ] the board shall, by 

registered or certified mail, return receipt requested, attempt to 

notify_:_ 

.J.1l the qualified survivors [heirs] of the primary 

party of the procedures for applying and qualifying for death 

[survivor] benefits under Section 6.06, 6.061, 6.062, or 6.063 of 

this article; or 

(2) if the primary party does not have any qualified 

survivors, the primary party's designee of the procedures for 

applying for [e-r-] a refund of the [Group '8] primary party's 

contributions, if applicable, in accordance with Section 4.04 of 

this article. 

(d) (1) Subject to the provisions of Subdivision (5) (A) of 

this subsection, the membership of a Group B member described by 

Subsection (a) of this section shall be declared inactive and all of 
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the person's accrued pension service voided if the person does not 

return to active service within three years after the date of 

[reeeiving] the notice described by Subdivision (4) of this 

subsection. 

( 2) Subject to the provisions of Subdivision ( 5) (B) of 

this subsection, the membership of a Group B member described by 

Subsection (b) of this section shall be declared inactive and all of 

the person's accrued pension service voided if the ·person does not 

file an application for a Group B retirement pension with the board 

within three years after the date of [reeeiving] the notice 

described by Subdivision (4) of this subsection. 

(3) Subject to the provisions of Subdivision (5) (C) of 

this subsection, if a primary party described by Subsection (c) of 

this sect ion: 

(A) does not have any qualified survivors, the 

designee has [ 1 the heirs or estate of a deeeased primary party 

deseri~ed ~y £u~seetion (e) of this scotian have] no right, title, 

interest, or claim for [~enefits or] a refund of the primary party's 

contributions to the fund[,] if the designee does not file an 

application for the primary party's contributions within three 

years after the date of the notice described in Subsection (c) of 

this sect ion; or 

(B) has qualified survivors, the qualified 

survivors have no right, title, interest, or claim to [heirs or the 

estate 1 \Jhiehever is appliea~le 1 fails to file an applieation for] 

the primary party's death benefits if the qualified survivor does 

not file an application for the benefits [or eontri~utions] within 
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three years after the date of [receiving] the notice described in 

Subsection (c) [by Subdivision (4)] of this section [subsection]. 

(4) On the 58th [~) anniversary of the birth of a 

Group B member described by Subsection (a) or (b) of this section 

[or on the board's receipt of notice of the death of a priFRary party 

described by Subsection (e) of this section], the board shall, by 

registered or certified mail, return receipt requested, attempt to 

notify_:_ 

(A) the [Group S] member [or the heirs or estate 

of a pr iFRary party 1 vlhichever is applicable 1 ] of the status of the 

member's [their] entitlement to benefits or contributions from the 

fund; or 

(B) if the board receives valid information that 

the member has died, the qualified survivors of the deceased person 

or, if none exists, the designee of the deceased person. 

(5) (A) A Group B member described by Subdivision (1) 

of this subsection shall have the person's Group B membership and 

pension service reinstated on the person's return to active 

service. 

(B) A Group B member described by Subdivision (2) 

of this subsection shall have the person's Group B membership and 

pension service reinstated on the person's return to active service 

or on the grant of the person's written request to the board of the 

person's desire to apply for a Group B [service] retirement pension 

under Section 6.02 of this article [benefit]. 

(C) A primary party's qualified survivors or 

designee, as appropriate, [The heirs or estate of a priFRary party] 
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described by Subdivision (3) of this subsection shall have their 

right, title, interest, or claim to the primary party's refund of 

the party's contributions reinstated on the board's grant of their 

written request [for the reinctateffient and refund]. [The board's 

decision shall be based on a uniforffi and nondiccriffiinatory policy 

that it shall, froffitiffie to tiffie, adopt.] 

SECTION 1.25. Section 5.05, Article 6243a-l, Revised 

Statutes, is amended to read as follows: 

Sec. 5.05. PENSION SERVICE. (a) Subject to Subsection (d) 

of this section and except as provided by Subsection (e) of this 

section, a [A] member shall receive pension service for the time, 

computed in years and fractional years for months and days, 

completed as a member of the combined pension plan, the old plan, 

Plan A, or Plan B. 

(b) A member who elects to pay contributions for time spent 

on military leave, authorized non-uniformed leave of absence, or 

for an apprenticeship or probationary period, or for any other 

reason provided for by this article may [~] receive [aH-y-] pension 

service for [any part of] the time for which the member is 

contributing only to the extent provided under Section 5.07(d), 

5.08, or 5.09 of this article [until the entire affiount due the fund 

for the entire period involved hac been paid as if the service r.:ere 

perforffied as a ffieffiber]. 

(c) If a member, either voluntarily or involuntarily, 

leaves active service and later returns to active service, the 

person shall receive full pension service for the period of the 

person's original membership, if the person did not withdraw the 
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person's contributions pursuant to Section 4.04 of this article. 

If, however, the member had withdrawn the person's contributions 

and did [~] not replace the previously withdrawn contributions

[uith interest] as required by Section 4.04 of this article, the 

member [person] forfeits any pension service attributable to any 

period of time for which the respective contributions were not 

repaid [aeerued '.:hile a :r:tteFRber before the date of the person's 

return to aetive serviee]. 

(d) If a member is assigned, for any period, to a 

job-sharing program or any similar work schedule that is considered 

by the member's department to be less than a full-time work 

schedule, the member's pension service is determined by multiplying

the pension service that could have been earned for full-time work 

during the period by a fraction, the numerator of which is the 

number of hours the member actually worked during the period and the 

denominator of which is the number of hours the member would have 

worked during the period if the member had been working a full-time 

work schedule. This proration may not affect the computation of

pension service for a member during any period the member is on 

leave: 

( 1) because of an illness or injury; or 

( 2) receiving periodic payments of workers' 

compensation. 

(e) Notwithstanding any other provision in this section, a 

member may not receive pension service attributable to nonqualif ied

service to the extent the pension service would result in either

more than five years of permissive service attributable to
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nongualified service being taken into account, or any permissive 

service being taken into account before the member has completed at 

least five years of active service. In this subsection, 

"permissive service" and "nongualified service" have the meanings 

described by Section 415 (n) ( 3) of the code. 

SECTION 1.26. Sections 5.06, 5.07, 5.08, and 5.09, Article 

6243a-1, Revised Statutes, are amended to read as follows: 

Sec. 5.06. VESTED RIGHTS OF GROUP B MEMBERS. (a) If a Group 

B member accrues five years of pension service, whether the pension 

service is accrued while a Group B member or while a member of the 

old plan, Plan B, Plan A, the combined pension plan, or a 

combination of the plans, the Group B member has vested rights and 

is eligible to apply for a retirement pension in accordance with 

Section 6.02 of this article. 

(b) If a Group B member has vested rights as determined 

under Subsection (a) of this section, and the'Group B member either 

voluntarily or involuntarily leaves active service before becoming 

eligible to receive any benefits under Section 6. 02 of this 

article, the person shall be provided with a letter approved by the 

board and signed by the executive director [administrator] that, 

barring unrepaid refunds, clerical error, miscalculation, or other 

error, is incontestable and shall state: 

(1) the total amount of pension service the Group B 

member had accrued until the date the person left active service; 

( 2) the total amount of contributions the Group B 

member made under the terms of Plan B and the combined pension plan; 

and 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

64 



H.B. No. 3158 

( 3) the monthly retirement pens ion due the Group B 

member at age 58 [W] . 

Sec. 5.07. PURCHASE OF PENSION SERVICE BY GROUP B MEMBERS. 

(a) A Group B member who is on active service and has previously 

elected not to become a contributing member of the old plan .2.!. [~] 

Plan A may purchase pension service from the fund for that period 

during which the member performed active service with either 

department until the effective date of the member's Group B 

membership. No pension service may be given to the Group B member 

except to the extent that [until] payment is made for the [entire 

period described by this subsection, and no] pension service in 

accordance with Subsection (d) of this section [may be purchased 

for any period that is of ~reater or lesser len~th]. 

(b) Payment for the purchase of pension service under 

Subsection (a) of this sect ion shall be equal to the amount of 

contributions the Group B member would have made to the old plan and 

Plan A had the member been a contributing member of either of the 

plans during the period for which the pension service is being 

purchased [described by Subsection (a) of this section], plus 

interest calculated in accordance with procedures adopted by the 

board from time to time. 

(c) Subject to Subsection (d) of this section, a [A] Group B 

member who is on active service may repay the fund all or a portion 

of the employee contributions withdrawn by an alternate payee 

pursuant to the terms of a qualified domestic relations order [aa4 

receive pension service as a Croup 8 member attributable to the 

contributions, if the Croup 8 member repays completely to the fund 
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the vdthdravm contributions] with interest, calculated at the 

interest rate from time to time used in the pension system's 

actuarial rate of return assumptions, compounded annually, on the 

contributions for the period from the date the contributions were 

withdrawn until the date the principal and accrued interest are 

repaid, and receive pension service as a Group B member, in 

accordance with Subsection (d) of this section, for the period for 

which the contributions and interest were paid [in full]. 

(d) [No pension serviee may be given to a Group B member 

under £ubseetion (b) or (e) of this scotian until the entire amount 

described by £ubseetion (b) or (e) has been paid to the fund.] If 

payment of the entire amount of pension service a member is entitled 

to under Subsection (a) or (c) of this section or under Section 

4.04(h-l) of this article is not completed by the earlier of the 

date the Group B member begins participation in DROP or the date the 

member [is not eompleted by the date the Group B member] leaves 

active service, pension service will be provided only for the 

number of full years of pension service that the contributions and 

interest paid under those provisions will purchase, computed based 

on the most recent years for which the member was entitled to 

purchase pension service. Except for pension service that is 

picked up by the city under the authority of Section 414(h) (2) of 

the code, a fractional year of pension service may be purchased only 

if less than a full year of pension service is available for 

purchase. 

(e) The amounts paid but insufficient to purchase one or 

more whole years of pension service that remain available for 
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purchase, including any interest paid by the Group B member, must be 

returned to the Group B member or, if the Group B member has died, to 

the Group B member's designee, without any accrued interest on the 

returned money. 

(f) Notwithstanding any other provision of this section, 

any amounts that have been picked up and paid by the city may not be 

paid to a member or designee, and the member shall be given credit 

for all years, and fractions of years, of pension service that can 

be pur chased with the picked-up contributions [all partial payFRents 

shall be returned to the Group 'B FReFRber or 1 if the Group 'B meFRber has 

died, to the FReFRber's heirs Or estate, r;:hichever is applicable). 

Sec. 5.08. MEMBERS IN UNIFORMED [AHMED] SERVICES. (a) In 

this section, "service in the uniformed services" has the meaning 

assigned by the federal Uniformed Services Employment and 

Reemployment Rights Act of 1994 ( 38 U.S. C. Sect ion 4301 et seg.) , as 

amended. 

(a-1) A member who 1s reemployed by the city after an 

absence due to service in the uniformed services shall receive 

contributions, benefits, and pension service that are no less 

favorable than those required by Section 414 (u) of the code in 

accordance with the procedure described by Subsection (c) of this 

section [FRay receive pension service for tiFRe spent aT;:ay froFR 

either departFRent uhile on active duty 1n any of the FRilitary 

services of the United States, includin~ service in any state or 

National Guard or any reserve coFRponent of any FRilitary service in 

accordance r.,Jith the FRilitary leave provided by this section]. 

(b) To the extent a prov1s1on of this section that was in 
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effect before November 25, 1996, would provide a member who was on 

active service with the pension system before November 25, 1996, 

with greater rights, the prior provision of this section applies, 

[Any ffiember inducted into the arffi:ed forces as a draftee ffiuot reapply 

for reinotateffient T,lith the ffiember'o prior departffient uithin 90 days 

after the date of honorable diochar~e or separation froffi ffiilitary 

service. On ouch reinotateffient, the ffiember ffiay elect to repay the 

ffieffiber'o contributions at any tiffie under the procedure described by 

£uboection (h) of this section]. 

(c) Payment for credit for pension service under this 

section [Any ffieffiber enliotin~ in the arffi:ed forces, other than as a 

reservist 1 Tdhooe ffiilitary service betr.Jeen June 24 1 1948 1 and .n.u~uot 

1, 19e1, did not euceed four years, or lJJhooe ffiilitary service be~an 

after Au~uot 1, 1961, and did not euceed five years if the fifth 

year is at the request and convenience of the federal ~overnment, 

and 7dho 1•laG honorably diochar~ed or separated froffi service is 

~uaranteed, under the provisions of covera~e described by this 

subsection, the ri~ht to restore pension service under the 

procedure described by £uboeetion (h) of this section. The four= 

and five-year leaves permitted by this subsection apply to all of a 

ffiember'o effiployment ·.vith the city. An enliotffient plus any number of 

reenliotffiento may not euceed the four= or five year liffiitationo 

stated above. 

[(d) Any member ordered to an initial period of active duty 

for trainin~ in a reserve coffiponent of not less than 12 consecutive 

uee]{o is entitled to restore pension service for the period absent 

froffi the ffieffi:ber'o departffient, if the ffieffi:ber returns to the ffieffi:ber'o 
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department within 31 days after the date of honorable discharge or 

separation from duty in the reserve unit. 

[(e) Any member serving in a reserve oomponent, voluntarily 

or involuntarily, may remain on military leave for four years, 

T.11hich may be eutendea for per ioac ·.:hen the Preciaent of the United 

~Hates salle the reserve unit into aotive duty. The service 

extension for members joining a reserve unit voluntarily is 

available only ..,:hen the additional service is at the request ana for 

the convenience of the federal government. Any member returning to 

the member's department under this provision must report haole to 

work ..,:ithin the time cpecifiea to the member by the department, 

giving due regard for travel time and hospitalisation, if required. 

Any inquiry into the valiaity of oraerc eutending terms of 

reservist active duty for training uill be referred to the 

Department of Labor's Offioe of Veterans' I!:mployment ana Training. 

[(f) Any member on military leave for short perioao of 

authorisea training, cuoh as tr.:o ..,,eelE encampments, are treatea as 

on leave • .. ·ith pay for up to 15 •.10rlEing aayc in any one oalendar year 1 

during · .. ·hich time pens ion service automat is ally as a rues. Leave in 

excess of 15 days will be treatea as described by eubceotion (e) of 

this section. 

[(g) With the euception of those circumstances described by 

Subsection (f) of this section, the city is not required to match 

cant r ibut ions made by meffih er c under the t ermc of this so ct ion. 

[(h) Repayment] shall be made in accordance with Section 

5.07 of this article and a [the procedure set forth in any] uniform 

and nondiscriminatory [military leave and payment] procedure 
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adopted by the board [ana in effe at from time to time] . 

Sec. 5.09. NON-UNIFORMED [NONMILITARY] LEAVE OF ABSENCE. 

(a) An "authorized non-uniformed leave of absence.:_ means any leave 

of absence that meets one of the following requirements 

[conaitions]: 

(1) the leave of absence was unpaid and granted by the 

member's department in accordance with the federal Family and 

Medical Leave Act of 1993 (29 U.S.C. Section 2601 et seq.); or 

(2) the leave of absence was unpaid and was [must be] 

an official leave authorized and certified by the chief of the 

member's [either] department as being beneficial to [, ana 

[(2) the leave of absence must be for the purpose of 

benefitting] the department. 

(b) Subject to the requirements of this section and any 

procedures adopted by the board, a [A] member may receive pension 

service for time spent away from the member's [either] department 

on an authorized non-uniformed [nonmilitary] leave of absence. To 

receive pension service under this section [for a nonmilitary leave 

of absence 1 the folloT;Jing oonaitions must be met: 

[ (1) before the aate the member's leave of absenoe is to 

begin], the member must file with the executive director 

[aaministrator] a written application to pay to the fund both: 

( 1) the member contributions the member would have 

made to the fund had the member remained on active service and had 

there been no change in the member's position or hours of work 

during the period of the authorized non-uniformed leave of absence; 

and 
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(2) the contributions the city would have made to the 

fund on the member 1 s behalf [any eontributions that •,Jill aeerue 

during the member 1 S leave as set forth in Subdivisions (2) and (3) 

of this sub soot ion, 

[ (2) the member must ·aEJree to pay into the fund the 

amount the member ·.muld have contributed had the member remained on 

active serviee, the amount to be based on the computation pay the 

member \Jould have normally received had there been no chanEJe in the 

member 1 s position during the period of leave, 

[ ( 3) the meHtber Htust aEJr eo to pay into the fund an 

amount equal to the amount the eity uould have contributeS. eomputed 

on the basis of total Hages anei salary the member Hould norHtally 

have reeeived] had the member remained on active service and had 

there been no change in the member 1 s position or hours of work 

during the period of the authorized non-uniformed leave of absence. 

(b-1) Contributions made under Subsection (b)(2) of this 

section may not be refunded to the member. 

(b-2) The written application described by Subsection (b) 

of this sect ion must be filed before the member 1 s authorized 

non-uniformed leave of absence begins, unless the pension system 

determines that it would not be reasonable to expect the member to 

file the application before the authorized non-uniformed leave of 

absence begins, in which case the application must be filed as soon 

as circumstances permit, as determined by the pension system. 

[leave, the payment to represent the total aHtount that •n'ould have 

been contributed by the city on the meffiber 1 s behalf had the member 

remained on active service and paid in addition to the aHtount the 
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HleHiber Hlust contribute as set forth in Subdivision ( 2) of this 

subsection,] 

(b-3) To receive pension service under this section, the 

following additional conditions must also be met: 

ill [+4+] if the member's contribution rate, the 

city's contribution rate, or both the member's and city's 

contribution rates change before the end of the member's authorized 

non-uniformed leave of absence [ chanEJes as provided by Section 4. 02 

of this article], the percentage [of total r•;raEJes and salary] 

required to be paid by the member also changes, so that the amount 

paid by the member in accordance with this section always equals the 

amount that would have been contributed by the member, and by the 

city on the member's behalf had the member remained on active 

service [ 1 and in no event is the city required to pay into the fund 

any contributions that would have been Hlade on behalf of a HleHiber 

had the HleHiber reHiained on active service durinEJ the period of an 

authori~ed leave of absence]; 

ill [+3-f.] payment of contributions as set forth in 

Subsection (b) of this section [Subdivisions (3) and (4) of this 

subsection] shall begin coincident with the beginning of the 

applicable authorized non-uniformed leave of absence and shall be 

made monthly to the executive director [adHiinistrator] for deposit 

in the fund, unless the board authorizes the deferment of the 

payments, 1n which case the payments must include interest 

calculated in accordance with Subsection (b-4) of this section 

[until the HleHiber has returned to active service]; 

ill no pension service will be granted to the member 
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until the member returns to active service, and if the member does 

not return to active service, the contributions paid, including any 

interest paid, will be returned to the member except as provided by 

Subsection (c) of this sect ion; 

ill if the board authorizes the deferment of the 

payments under Subdivision ( 2) of this subsection, the payment must 

[~] be made either by authorizing the deduction of pro rata 

portions of the total amount due from the member's salary over a 

one-year period, or by cash payment made to the executive director 

[adt=Riniotrator] within one year after the date of the member's 

return to active service, except that the board may approve a longer 

period for making the payment if it finds that the one-year limit 

would work a f inane ial hardship on the member; 

ill [#+-] the member must return to active service 

within 90 days after the date the member's authorized non-uniformed 

leave of absence expires, or if the member's authorized 

non-uniformed leave of absence does not have a fixed expiration 

date, within a reasonable time to be determined by the board, or the 

member forfeits the right to pay for the leave time; and 

ill [+f+] no member may ever be allowed to pay leave of 

absence contributions under this section for any time in excess of 

the time actually spent on an authorized non-uniformed leave of 

absence. 

(b-4) For purposes of Subsection (b-3) (2) of this section, 

interest is calculated from the date the member's payment was first 

due, at the interest rate from time to time used in the pension 

system's actuarial rate of return assumptions, compounded annually 
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until the date the principal and accrued interest are repaid 1n 

full. 

(c) (1) If a member of the combined pension plan is disabled 

or dies while on an authorized non-uniformed leave of absence, the 

member or the member's designee is [heirs are] entitled to [either] 

a refund of contributions pursuant to Section 4.04 of this article 

or the member or the member's qualified survivors are entitled to 

benefits under the provisions of this article, to the extent 

applicable. 

( 2) A member who is disabled or dies while on an 

authorized non-uniformed leave of absence pursuant to this section

may receive no pension service for any portion of the period of the 

leave..L[..,..] except that if the member had, before the member's 

disability or death, paid for contributions while on an authorized 

non-uniformed leave of absence in accordance with [eubsection (a) 

~] this section, the member shall receive pension service for the 

leave time actually paid for at the time of the member's disability

or death. The [ 1 but the] member may receive no pension service for 

any portion of the period of leave for which contributions were 

[have] not [e.e.e.n.] paid to the executive director [adFRinistrator] 

for deposit in the fund. 

SECTION 1.27. Section 6.01, Article 6243a-l, Revised

Statute~, is amended by amending Subsections (a), (b), (d), (e), 

(f), (g), and (h) and adding Subsections (a-1) and (a-2) to read as 

follows: 

(a) A Group A member [or forFRer Group A FReFRber] must have 20 

years of pension service to be eligible for a Group A retirement
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pension under this section. A member's benefit election 

[application] under this section, once approved [~], is 

irrevocable. 

(a-1.) If a Group A pensioner returns to active service as a 

police officer or fire fighter with the city, the person's Group A 

retirement pension ceases until [the time] that [~] person again 

leaves active service with the city. 

(a-2) If a Group A pensioner resumes employment with the 

city in a capacity other than as a police officer or fire fighter, 

the pensioner's Group A retirement pension continues during the 

period of employment, except the pensioner may not accrue 

additional credit for pension service during this period. 

Additional credit for pension service does not accrue during any 

period in which a Group A pensioner becomes employed by the city 

unless the additional credit is attributable to active service as a 

police officer or fire fighter with the city. 

( b ) At age 50 a G r o up A member [ o r f o r me r G r o up A me mb e r ] is 

eligible to begin drawing a monthly Group A retirement pension. A 

monthly Group A retirement pension equals 50 percent of the base pay 

per month, plus 50 percent of any longevity pay the Group A member 

was receiving at the time the member left active service. Although 

the number of years used in the computation of longevity pay remains 

fixed at the earlier of the time a Group A member [or former Group A 

member] leaves active service or begins participation in DROP, the 

monthly rate of longevity pay used in this computation is subject to 

change in the event of an amendment to the state law governing 

longevity pay. The monthly Group A retirement pension benefits of 

H.B. No. 3158 
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Group A pensioners shall be adjusted from time to time in a like 

manner. 

(d) The element of annual retirement pension computed under 

Subsection (c) ( 1) of this section is subject to the following 

limitations: 

(1) it shall be prorated for the year in which the 

pensioner begins receiving a retirement pension; 

(2) it shall be payable only to those Group A 

pensioners whoL as [a] Group A members [member] on active serviceL 

received city service incentive pay and who receive a monthly Group 

A retirement pension as determined under Subsection (b) of this 

section on the last day of September of each year; and 

(3) it shall be paid to Group A pensioners as long as 

the city continues to pay city service incentive pay to Group A 

members on active service. 

(4) Notwithstanding Subsections (b) and (c) of this 

section, a Group A member with a minimum of 20 years of pension 

service may apply for an actuarially reduced retirement pension to 

begin no earlier than when the member attains age 45 but before the 

member attains age SO. The Group A member [or a former Group A 

member] who has made an application may receive a retirement 

pension calculated under Subsections (b) and (c) of this section 

reduced by two-thirds of one percent per month for each whole 

calendar month the benefit is payable before the month in which the 

Group A member [or former Group A member] attains age 50. 

(e) At age 55 a Group A member [or former Group A member] is 

eligible to begin drawing a monthly retirement pension computed as 
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follows: 

(1) (A) at the rate of three percent of base pay for 

each year, prorated for fractional years, of pension service, with 

a maximum of 32 years of pension service, or 96 percent of base pay; 

or 

(B) if the Group A member [or forHter Group A 

HteHtber] had 34 or more years of pension service as of April 30, 

1990, then the member's retirement pension is calculated at the 

rate calculated under the terms of the combined pension plan in 

effect on April 30, 1990, if the resulting amount would be greater 

than the amount calculated under Paragraph (A) of this subdivision; 

plus 

(2) one-half of the longevity pay the Group A member 

[or forHter Group A HtOHtber] was receiving at the time the person left 

active service; plus 

(3) 1/24th, without subsequent adjustment, of the 

annualized amount of the city service incentive pay the Group A 

member [or forHter Group A HteHtber] received at the time the person 

left active service. 

(f) [~Iotr.t'ithstaRdin'!J Subsection (e) of this section, Group 

A pensioners payHtents under Subsection (e) (3) of this section are 

contingent on the city's continuin'!J payHtent of city service 

incentive pay to Group A HteHtbers on active service.] For purposes 

of Subsection (e) of this section, base pay and longevity pay are 

the amounts in effect on the earlier of the date the member begins 

participation in DROP or the date benefits are to begin, without 

subsequent adjustment. 
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(g) Notwithstanding Subsection (e) of this section, a Group 

A member [or former Group A me:mber] with 20 or more years of pension 

service may apply for an actuarially reduced Group A retirement 

pension beginning on or after the date the Group A member [or former 

Group A member] attains age 50 but before the person attains age 55. 

The Group A member [or former Group A member] may receive a 

retirement pension calculated under Subsection (e) of this section 

reduced by two-t[tirds of one percent per month for each whole 

calendar month the benefit is payable before the month in which the 

Group A member [or former Group A member] attains age 55. 

(h) Entitlement to the _Group A retirement pension described 

by this section is subject to the following conditions: 

(1) a written application must be filed with the 

executive director [administrator]; 

(2) the grant of a Group A retirement pension by the 

board must be made at a meeting of the board held during the month 

the [Group A] retirement pension is to become effective, or as soon 

after that as administratively possible; and 

( 3) the Group A member must no longer be on active 

service. 

SECTION 1.28. Section 6.02, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 6. 02. GROUP B RETIREMENT PENSION. (a) If a [A] Group B 

member [or former Group '8 member ·;~ho] has accrued five or more years 

of pension service, is no longer on active service with the 

department, has not withdrawn the member's contributions, and 

otherwise meets the age and pension service requirements under the 
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applicable provision of this section, the member may apply [may 

FRal'ie application] for a Group B retirement pension under this 

section. A member's benefit election application under a provision 
) 

of this sect ion, once approved, is irrevocable. 

(a-1) If a Group B pensioner returns to active service as a 

police officer or fire fighter with the city, the person's [e-R-

reachin§ §0 years of a§e 1 or for an actuarially reduced] Group B 

retirement pension ceases until that person again leaves active 

service with the city. 

(a-2) If a Group B pensioner resumes employment with the 

city in a capacity other than as a police officer or fire fighter, 

the pensioner's Group B retirement pension continues during the 

period of employment except the pensioner may not accrue additional 

credit for pension service during this period. Additional credit 

for pension service does not accrue during any period in which a 

Group B pensioner becomes employed by the city unless the 

additional credit is attributable to active service as a police 

officer or fire fighter with the city [on reachin§ 4§ years of age]. 

(b) A [ forFRer] Group B member who began active service 

before March 1, 2011, and who has attained at least 50 years of age, 

or who began active service on or after March 1, 2011, and has 

attained at least 58 years of age, and who otherwise meets the 

requirements of Subsection (a) of this section may elect to receive 

a Group B retirement pension that shall be calculated as follows: 

(1) for a member who began active service before March 

1, 2011, the member's retirement pension shall be the sum of: 

(A) the number of years of pension service before 
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September 1, 2017, prorated for fractional years, times three 

percent of the average computation pay determined over the 36 

consecutive months of pension service in which the Group B member 

received the highest computation pay; plus 

(B) the number of years of pension service on or 

after September 1, 2017, prorated for fractional years, times the 

applicable percentage prescribed by Subsection (b-1) of this 

section of the average computation pay determined over the 60 

consecutive months of pension service in which the Group B member 

received the highest computation pay; or 

(2) for a member who began active service on or after 

March 1, 2011, the member's retirement pension shall be the number 

of years of pension service, prorated for fractional years, times 

2.5 percent of the average computation pay determined over the 60 

consecutive months of pension service in which the member received 

the highest computation pay. 

(b-1) For purposes of Subsection (b) (1) (B) of this section, 

the applicable percentage is based on the age of the Group B member 

when the member's retirement pension begins as set forth below: 

Age of Member When Retirement Pension Begins Percent 

58 and older 2.5% 

57 2.4% 

56 2.3% 

55 2.2% 

54 2.1% 

53 and younger 2.0% 

(b-2) Days during which the member earned no pension service 
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due to a termination of active service or otherwise must be 

disregarded in determining the 36 or 60 consecutive months of 

highest computation pay under Subsection (b) (1) or (2) of this 

section, as appropriate. The pension benefit calculated under 

Subsection (b) of this section may not exceed the greater of: 

(1) 90 percent of the member's average computation pay 

determined under the applicable subsection; or 

( 2) the vested and accrued benefit of a member as 

determined on August 31, 2017. [or Croup B pensioner T ... ho r,dthdrm.· 

any of the person's Plan B or Croup B contributions and r,iho on a§'ain 

beeoFRin§' a Croup B FRCFRber does not replaee sueh previously 

r,.·ithdrar.m eontributions rdith interest thereon as provided by 

£cation 4.04 of this artiele FRust earn at least five years of 

pension serviee after the tiFRe the person returns to aetive serviee 

to be eligible for a Croup B retireHwnt pension.] 

(c) Except as provided by Sub sect ion ( c-2) of this sect ion, 

[~ntitleFRent to] a Group B member who has either attained at least 

45 years of age on September 1, 2017, or who attains at least 53 

years of age after September 1, 2017, and who otherwise meets the 

requirements of Subsection (a) of this section may elect to receive 

an actuarially reduced Group B retirement pension calculated in 

accordance with Subsection (c-1) of this section: 

(1) not earlier than the member's 45th or 53rd 

birthday, as applicable; and 

(2) not later than the member's 50th or 58th birthday, 

as applicable. 

(c-1) Except as provided by Subsection (c-2) of this section 
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and subject to Section 6.021 of this article, a Group B member who 

applies for an actuar ially reduced Group B retirement pension under 

Subsection (c) of this section shall receive a pension calculated 

under Subsection (b) of this section, reduced by two-thirds of one 

percent per month, for each whole calendar month the benefit is 

payable before the month in which the member attains: 

(1) for members who attained at least 45 years of age 

on September 1, 2017, 50 years of age; or 

(2) for members not described by Subdivision (1) of 

this subsection who attain at least 53 years of age after September 

1, 2017, 58 years of age. 

(c-2) Subject to Subsection (d-3) of this section and for 

purposes of Subsection (c-1) of this section, if a Group B member's 

pension benefit calculated under Subsection (b) of this section is 

egual to 90 percent of the member's average computation pay, the 

member is entitled to a Group B retirement pension under Subsection 

(c) of this section at 45 or 53 years of age, as applicable, that is 

not actuarially reduced as provided under Subsection (c-1) of this 

section [retirement pension as aescribea by Subsection (a) or (b) 

of this seat ion is subj eat to the follO'i:ing eonaitions' 

[ ( 1) uritten applieation must be filea uith the 

aaminictrator, 

[ (2) the grant of the Group 'B retirement pension by the 

boara must be maae at a meeting of the boara hela auring the month 

the Group 'B retirement pension is to become effeetive, or as soon 

after that as possible, ana 

[ ( 3) the Group 'B member may no long-er be on aetive 
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(d) Except as provided by Subsection (d-2) of this section, 
( 

a [A] Group B member who has accrued 20 or more years of pension 

service and has been on active service at any time on or after 

January 1, 1999, may elect to apply for a Group B retirement pension 

beginning at any time after the Group B member leaves active 

service, regardless of age. A Group B member may elect a Group B 

retirement pension under this subsection as follows: 

(1) if the member accrued 20 or more years of pension 

service on or before September 1, 2017, the member may elect a 

pension under this subsection that is computed in the same manner as 

the Group B retirement pens ion under Sub sect ion (b) ( 1) of this 

section except that the percentage set forth below must be used 

instead of the three percent multiplier prescribed by Subsection 

(b) ( 1) (A) of this section: 

Age of Member When Retirement Pension Begins Percent 

48 and 49 2.75% 

47 2.5% 

46 2.25% 

45 and younger 2%; and 

( 2) except as provided by Subsection ( d-2) of this 

section and subject to Section 6.021 of this article, if the member 

accrued 20 or more years of pension service after September 1, 2017, 

the member may elect a pension under this subsection computed in the 

same manner as the Group B retirement pension under Subsection 

(b) (2) of this section except that the percentage set forth below 

must be used instead of the 2.5 percent multiplier prescribed by 
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Subsection (b) ( 2) of this sect ion: 

Age of Member When Retirement Pension Begins Percent 

57 2.4% 

56 2.3% 

55 2.2% 

54 2.1% 

53 and younger 2.0% 

(d-1) A member who elects a pension under Subsection (d) of 

this section 1s not entitled to: 

( 1) minimum benefits under either Sect ion 6 .lOA or 

6.11 of this article; or 

( 2) benefits under Subsection (g) of this sect ion. 

(d-2) Subject to Subsection (d-3) of this section and for 

purposes of Subsection (d) of this section, if a Group B member's 

pension benefit calculated under Subsection (b) of this section is 

equal to 90 percent of the member's average computation pay, the 

member is entitled to a Group B retirement pension under Subsection 

(d) of this section that is not reduced as provided under Subsection 

(d) (1) or (2) of this section [retireFAent pension shall be eoFAputee 

at the rate of three pereent of the averaqe eoFAputation pay 

EleterFAinee over the eO eonseeutive FAonths in ·,.rhieh the Group B 

FAeFAb or reo e ived the highest e oFAputat ion pay 1 FAult ip lice by the 

nuFAber of years 1 prorated. for fraetional years 1 of pension serviee 

to a FAauiFAuFA of 32 years of pension serviee or 9e pereent of the 

eoFAputation pay as EleterFAined uneer this subseetion]. 

(d-3) For purposes of Subsections (c-2) and (d-2) of this 

section, a Group B member's pension benefit calculated under 
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Subsection (b) of this section shall be calculated without 

application of any reduction under Subsection (b-1) of this 

section. 

(e) ~ [Hor,lever, a] Group B member or former Group B member 

with 34 or more years of pension service as of April 30, 1990, is 

entitled t~ [shall] receive the greater of a Group B retirement 

pension calculated under the terms of Plan B as in effect on that 

date or a Group B retirement pension calculated pursuant to 

Subsection i!U_ [+4-t-] of this section. 

[(f) A Group B Hl:eHI:ber 1 or any forHI:er Group B Hl:eHI:ber ••1ho Has a 

Group B H~:eH~:ber as of any date after April 30, 1990 1 H~:ay apply for an 

actuarially reduced Group B retireH~:ent pension be~innin~ no earlier 

than the person's 49th birthday but 13efore the person's 90th 

birthday. A Group B H~:eH~:ber or fonBer Group B member •.:ho applies for 

an actuarially reduced Group B retireH~:ent pension 13e~innin~ on or 

after the person's 49th 13irthday shall receive a pension calculated 

under eubsection (d) of this section, reduced 13y tr,:o thirds of one 

percent per Hl:Onth for each r,:hole calendar Hl:Onth the pension r,:ould 13e 

payable before the H~:onth in r,:hich the Group B H~:eH~:ber or forH~:er Group 

B H~:ember attains a~e 90,] 

(g) In no event may any Group B member [or forH~:er Group B 

Hl:eHI:ber] who was at any time a Group A member or a contributing 

member of the old plan or Plan AL and who satisfied the applicable 

age and length-of-service requirements of the applicable plan at 

the time the person left active service, receive a retirement 

pension' in an amount less than the amount the person would be 

entitled to receive as a Group A member. 
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(h) Notwithstanding any other provision of this section, a 

[A former] Group B member who was not a Group B member on or after 

January 1, 1993 [May 1 1 1990], shall receive a retirement pension 

calculated under the applicable provisions of Plan B [this plan] as 

that plan existed [in effect] on the date the member terminated 

[person left] active service. 

( i) Entitlement to a Group B retirement pension under 

Subsection (b), (c), (d), or (e) of this section is subject to the 

following conditions: 

(1) a written application must be filed with the 

executive director; 

(2) the grant of the Group B retirement pension by the 

board must be made at a meeting of the board held during the month 

the retirement pension is to become effective, or as soon after as 

administratively possible; and 

(3) the Group B member may no longer be on active 

service [A former Group B member ·,.·ho r.:as not a Group '8 member after 

,?l_.pril 30 1 1990 1 may request an actuarially reduced retirement 

pension be~innin~ no earlier than the person's 43th birthday but 

before the person's §Oth birthday]. [A former Group B member 

described by this subsection shall receive a retirement pension 

under the applicable provisions of Plan B as in effect on the date 

the person left active service 1 reduced by tr.Jo thirds of one 

percent per month for each r,Jhole calendar month the pension ~Jould be 

payable before the month in r,:hich the former Group B me'ffiher attains 

a~e §0.] 

SECTION 1. 29. Part 6, Article 6243a-1, Revised Statutes, is 
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amended by adding Sections 6.021 and 6.022 to read as follows: 

Sec. 6.021. AUTHORITY TO ADOPT ALTERNATIVE MULTIPLIERS FOR 

COMPUTATION OF CERTAIN GROUP B BENEFITS. (a) For purposes of 

Section 6.02(c-l) or (d) (2) of this article, the board by rule may 

adopt alternative multipliers, including an alternative table 

prescribing actuar ially appropriate multipliers. In adopting 

rules under this subsection, the board shall designate the date on 

which the alternative multiplier shall take effect. 

(b) Copies of any alternative multipliers adopted under 

this section must be maintained at the principal office of the 

pension system and published on the pension system 1 s publicly 

available Internet website. 

Sec. 6.022. AUTHORITY TO REDUCE RETIREMENT AGE. 

Notwithstanding any other law, the board may reduce the age at which 

a Group B member is eligible to begin receiving a retirement 

pension, including an actuar ially reduced retirement pension, 

under Section 6.02 of this article if the board determines that the 

reduction will not cause the amortization period of the unfunded 

actuarial accrued liability of the pension system to exceed 25 

years, after taking into account the impact of the reduction. A 

board action under this section may not take effect. until the State 

Pension Review Board reviews the board 1 s determination described by 

this sect ion. 

SECTION 1. 30. Section 6. 03, Article 6243a-l, Revised 

Statutes, is amended by amending Subsections (a), (d), (f), and (g) 

and adding Subsections ( k) and ( 1) to read as follows: 

(a) If a member who is on active service, other than a member 
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participating in DROP, becomes disabled to the extent that the 

member cannot perform the member's duties with the member's 

department, the member may apply for a disability pension, subject 

to [in aeeordanee uith] any uniform and nondiscriminatory 

disability application procedure and recall and review procedure 

adopted by the board and in effect from time to time. 

(d) No disability pension may be paid to a member for any 

disability if the disability was a result of an intentionally 

self-inflicted injury or a chronic illness resulting from an 

addi~tion by the member through a protracted course of [noneoereed] 

indulgence in alcohol, narcotics, or other substance abuse that was 

not coerced. 

(f) No disability pension may be paid if the chief of the 

member's department is able to provide the member with duties that 

are within the member's physical or mental capabilities, [as len~ 

as the board a~rees that the duties are ·,:ithin the Hwmber 's 

capabilities ] 1 even though .-the duties are different from the duties 

the member performed before the disability. 

(g) Written application for a disability pension must be 

filed with the executive director not later than the 180th day after 

the date the member leaves active service [administrator]. The 

application must be accompanied by a recommendation from the health 

director. This recommendation shall contain a statement indicating 

whether the member became disabled while the member was on duty or 

off duty and whether the disability was service-connected or was 

not service-connected [nonservice-eonneeted]. 

(k) For purposes of Sections 6.04 and 6.05 of this article 
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and this sect ion: 

(1) longevity pay and incentive pay are the amounts in 

effect on the date the benefits are to begin, without subsequent 

adjustment; and 

(2) except as provided by Section 6.05(b-1) of this 

article, base pay is the amount in effect on the date benefits are 

to begin, without subsequent adjustment. 

(l) Notwithstanding any other law, Subchapter B, Chapter 

607, Government Code, applies to all members without regard to the 

employing department or job assignment. 

SECTION 1.31. Part 6, Article 6243a-1, Revised Statutes, is 

amended by adding Section 6. 035 to read as follows: 

Sec. 6. 035. DISABILITY BENEFITS FOR CERTAIN PERSONS IN 

UNIFORMED SERVICES. (a) In this section, "uniformed services" has 

the meaning assigned by the federal Uniformed Services Employment 

and Reemployment Rights Act of 1994 (38 U.S.C. Section 4301 et 

seg. ) . 

(b) This section applies to a person who was released from 

the uniformed services after December 17, 2001, under conditions 

that would have made the person eligible for benefits under Section 

414 (u) of the code if the person could have returned to active 

service. 

(c) If a person subject to this section was unable to return 

to active service by reason of disability incurred while on a leave 

of absence due to service in the uniformed services, that person is 

entitled to a regular disability pension in accordance with Sect ion 

6.03 of this article, calculated in accordance with Section 6.04 of 
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this art ic 1e. 

(d) Notwithstanding Section 6.03(g) of this article, a 

written application for a disability pension must be filed not 

later than the 180th day after the date of the person's release from 

the uniformed services. 

(e) A person subject to this section is entitled to receive 

pension service for the period of service with the uniformed 

services only to the extent that contributions are made for that 

period in accordance with this article. 

SECTION 1. 32. Section 6. 04, Article 6243a-1, Revised 

Statutes, is ame-nded to read as follows: 

Sec. 6. 04. CALCULATION OF REGULAR [CROUP A] DISABILITY 

BENEFITS [ Pir~l£ IOt'n . (a) Subject to Sub sect ion (g) of this sect ion, 

if [~] a Group A member's applicatio~ for a Group A disability 

pension has been approved by the board pursuant to Section 6.03 of 

this article, including any procedures adopted under that section, 

the Group A member may elect to receive a Group A disability pension 

calculated: 

ill in the same manner as the benefit under Sections 

6.01(b) and (c) of this article1. or 

ill under Subsection .i.£l [~] of this section. 

1£1 An election under Subsection (a) of this section, once 

approved by the board [~], is irrevocable. 

[(b) When a Croup A :ERe:ERber elects to accept a Croup A 

disability pension under this section, it shall be calculated as 

provided by £ubsections (c) 1 (d) 1 and (e) of this section.] 

(c) Subject to Subsection (g) of this section, [#] a Group 
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A [member's disability results duriRq the performaRee of duties 

rdith either departmeRt 1 the] member WhO elects to have benefits 

determined under this subsection is entitled to a monthly 

disability pension calculated as follows: 

(1) at a rate of three percent of base pay for each 

year, prorated for fractional years, of pension service, with a 

[miRimum of 20 years of peRsioR serviee beiRq deemed eredited aRd a] 

maximum of 32 years of pension service being credited, or 96 percent 

of base pay [~] , except that if the Group A member had 34 or more 

years of pension service as of April 30, 1990 [May 1 1 1990], the 

member is entitled to [shall] receive the greater of a disability 

pension calculated under the terms of the combined pension plan in 

effect on that date or as calculated under this subdivision; plus 

(2) one-half of the longevity pay the Group A member 

was receiving at the time the member left active service; plus 

(3) subject to Subsection (d) of this section, 

1/24th[, ;;ithout subsequeRt adjustmeRt ] 1 of the annualized amount 

of city service incentive pay the Group A member received at the 

time the member left active service. 

(c-1) The disability pension calculated under Subsection 

(c) of this sect ion may not exceed the greater of: 

(1) 90 percent of the member's average base pay 

determined under the applicable subsection; or 

(2) the vested and accrued disability pension of the 

member as determined on August 31,2017. 

(d) Payments of the amounts described by [~JotuithctaRdiRq 

£ubceetioR (e) of this sootieR, the amouRt of a disability 
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retirement benefit of a Group A pensioner \Jho is on disability 

retirement under] Subsection (c) ( 3) of this section are [-i-s] 

contingent on the city's continuing payment of city service 

incentive pay to Group A members on active service. [For purposes 

of this subsection, base pay and longevity pay are the amounts in 

effect on the date the benefits are to begin, ~:ithout subsequent 

adjustment.] 

(e) If a Group B [A] member's application for a Group B 

disability pension has been approved by the board under Section 

6.03 of this article, including any procedures adopted under that 

section, the Group B member may elect to receive a Group B 

disability pension calculated in the manner described by Subsection 

(f) or (f-1) of this section, subject to Subsection (g) of this 

section [disability does not result during the performance of the 

member's duties ·.iith either department, the member is entitled to a 

monthly disability pension calculated: 

[(1) at a rate of three percent of base pay for each 

year 1 prorated for fractional years 1 Of pension Service 1 r.:ith a 

maximum of 32 years of pension service, or 9~ percent of base pay, 

except that if the Group A member had 34 or more years of pension 

service as of April 30 1 1990 1 the member shall receive the greater 

of a disability pension calculated under the combined pension plan 

1n effect on that date or as calculated under this subdivision, plus 

[(2) one half of the longevity pay the Group A member 

r.:as receiving at the time the member left active service' plus 

[(3) l/24th of the annuali~ed amount of city service 

incentive pay the Group A member received at the time the member 

92 



H.B. No. 3158 

left aetive serviee 1 r.:ithout regard to any subsequent adjustment]. 

(f) Subject to Subsections (f-1), (f-3), and (g) of this 

section, the disability pension of a Group B member shall be 

calculated as follows: 

(1) for a member who began active serv1ce before March 

1, 2011, the member's disability pension shall be the sum of: 

(A) the member's number of years of pension 

service earned before September 1, 2017, prorated for fractional 

years, times three percent of the average computation pay 

determined over the 36 consecutive months of pension service in 

which the member received the highest computation pay; plus 

(B) the number of years of pension service, 

including pension service credit imputed under Section 6.05(c) of 

this article, earned on or after September 1, 2017, prorated for 

fractional years, times the applicable percentage prescribed by 

Section 6.02(b-1) of this article of the average computation pay 

determined over the 60 consecutive months of pension service in 

which the member received the highest computation pay; or 

(2) for a member who began active service on or after 

March 1, 2011, the member's disability pension shall be the number 

of years of pension service, including pension service credit 

imputed under Section 6.05(c) of this article, prorated for 

fractional years, times 2.5 percent of the average computation pay 

determined over the 60 consecutive months of pension service in 

which the member received the highest computation pay. 

(f-1) Notwithstanding Subsection (f) of this section, for a 

Group B member who had 34 or more years of pension service as of 
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April 30, 1990, the member is entitled to rece1ve the greater of a 

disability pension calculated under the terms of Plan B in effect on 

April 30, 1990, or calculated under Subsection (f) of this sect ion. 

( f -2) For purposes of Sub sect ions (f) and ( f-1) of this 

section: 

(1) any partial year of pension service for a Group B 

member's first 20 years of pension service is counted as a full year 

of pension service, if the member was considered by the member's 

department to have worked a normal full-time schedule at the time of 

the disability; 

(2) if the member has less than 36 or 60 consecutive 

months of pension service, as applicable, the member's aver age 

computation pay will be computed based on the member's entire 

pension service; and 

( 3) days during which the member earned no pension 

service due to a termination of active service or otherwise must be 

disregarded in determining the 36 or 60 consecutive months of 

highest computation pay. 

(f-3) The disability pension calculated under Subsection 

(f) or ( f-1) of this section may not exceed the greater of: 

(1) 90 percent of the member's average computation pay 

determined under the applicable subsection; or 

(2) the vested and accrued disability pension of the 

member as determined on August 31, 2017 [Payments of the amounts 

described by £ubseetion (e) (3) of this scotian are contingent on 

the eity's continuing payment of eity service incentive pay to 

Group A members on aetive service]. 
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(g) The disability pension calculated in accordance with 

this section, including both a Group A benefit described by 

Subsection (a) of this section and a Group B benefit described by 

Subsection (f) of this section, shall be reduced dollar-for-dollar 

by any monthly disability compensation benefit received under 

Section 6.05 of this article. If the monthly disability 

compensation benefit provided to a member under Section 6.05 of 

this article eguals or exceeds any benefit the member is entitled to 

under this section or Section 6.01(b) or (c) of this article, the 

member may not receive the benefit under this section [For purposes 

of £ubseetion (e) ( 3) of this seat ion, base pay and lon'3"evity pay are 

the aFRounts in effeet on the date the benefits are to be'3"in 1 r,Jithout 

subsequent adjuctFRent]. 

SECTION 1.33. The heading to Section 6.05, Article 6243a-1, 

Revised Statutes, is amended to read as follows: 

Sec. 6.05. COMPENSATION BENEFITS FOR SERVICE-CONNECTED 

[ CZ'.LCULATIO~J OF GJ;l.QUP B] DISABILITY [ BE~JE FIT£] . 

SECTION 1. 34. Sect ion 6. 05, Article 6243a-1, Revised 

Statutes, is amended by amending Subsections (a), (b), and (c) and 

adding Subsection (b-1) to read as follows: 

(a) If a member leaves active service at any time due to 

disability and the board determines that the member with the 

disability became unable to perform the member's duties with the 

member's department due to an injury or sickness incurred in the 

performance of the member's duties, the member is entitled to 

periodic disability compensation benefits in accordance with this 

section [Group B FRCFRber 's applieation for a Group B disability 
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pension has been approved by the board pursuant to Seetion ~.03 of 

this artiele, including any procedures adopted under that seetion, 

the Croup g member may, depending on the eireumstanees, eleet to 

reeeive a Croup g disability pension ealeulated in the manner 

described by Subsection (b) or (e) of this seetion]. 

(b) Subject to Subsection (b-1), [~] a Group A [~] member 

whose disability, as determined by the board, was caused by an 

injury or sickness incurred in the performance of the member's duty 

shall receive a monthly benefit equal to 60 percent of the member's 

base pay. For purposes of this sub sect ion, "base pay" is the amount 

in effect on the date compensation benefits under this section are 

to begin, without subsequent adjustment. 

(b-1) Instead of receiving a periodic disability 

compensation benefit under Subsection (b) of this section, a Group 

A member who is entitled to periodic disability compensation 

benefits under this section may elect, before the benefits begin, 

to receive those benefits as a monthly benefit egual to 50 percent 

of the member's base pay adjusted from time to time to reflect 

changes in base pay that occur after the member began receiving a 

monthly compensation benefit under this section [beeomes disabled 

during the performance of the member's duties r,Jith either 

department, the member is entitled to a monthly disability pension 

ealeulated at a rate of three pereent of the average computation pay 

determined over the ~0 eonseeutive months in r,~ieh the Croup B 

member received the member's highest computation pay multiplied by 

the number of years, prorated for fractional years, of the member's 

pension serviee r,.•ith a minimum of 20 years of pension serviee being 
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deeffied credited, or eO percent of avera9e coffiputation pay 

deterffiined over the eO consecutive ffionths in r,lhich the Group B 

ffieffiber received the ffieffiber's hi~hest computation pay, eucept that 

if the Group B ffieffiber has less than five years of pension service, 

the Group B ffieffiber Is avera~e COffiPutation pay r,dll be COffiPuted based 

on the ffieffiber '.s entire pension service, If a Group B ffieffiher had 34 

or ffiore years of pension service as of April 30 1 1990, the Group B 

ffieffiber is entitled to receive the ~reater of a Group B disability 

pension calculated under the terffis of Plan B in effect on that date 

or calculated pursuant to this subsection]. 

(c) A [The Group B disability pension for any] Group B 

member whose disability, as determined by the board, was caused by 

an injury or sickness incurred in the performance of the member's 

duty shall receive a monthly benefit egual to the disability 

pension under Sections 6.04(f), (f-1), (f-2), and (f-3) of this 

article except that if the member: 

( 1) does not have 20 years of pension service, the 

member is considered to have 20 years of pension service for the 

purposes of calculating the disability pension under that section; 

and 

( 2) has less than 36 or 60 consecutive months, as 

applicable, of employment with the department, the member's average 

computation pay will be computed based on all the member's 

computation pay, and days during which the member earned no pension 

service due to a termination of active service or otherwise must be 

disregarded in determining either the 36 or 60 consecutive months 

of highest computation pay [does not result durin~ the perforffiance 
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Of the FReFRber's duties r•lith either departFRent shall be GO:ERpUted at a 

rate of three pereent of the avera~e eoFRputation pay deterFRined 

over the 60 eonseeutive FRonths in 'i:hieh the Group 'B FReFRber reeeived 

the FReFRber's hi~hest eoFRputation pay FRultiplied by the nuFRber of 

years, prorated for fraetional years, of the FReFRber's pension 

serviee, exeept that any partial year of pension serviee for the 

first 20 years of pension serviee shall be eounted as a full year of 

pension serviee. If the Group 'B FReH\ber has less than five years of 

pension serviee 1 the Group 'B FReFRher 's avera~e eoFRputation pay 'ivill 

be eoFRputed eased on the FReFRber's entire pension serviee, and if a 

Group B ffie'Fftber had 34 or 'Fftore years of pension serviee as of April 

30 1 1990 1 the Group 'B ffie'Fftber is entitled to reeeive the ~reater of a 

disability pension ealeulatee uneer the terffis of PlaB 'B iB effeet ofl: 

that date or ealeulatee pursuant to this subseetion]. 

SECTION 1.35. Section 6.05(d), Article 6243a-1, Revised 

Statutes, is redesignated as Section 6.055, Article 6243a-1, 

Revised Statutes, and amended to read as follows: 

Sec. 6. 055. REDUCTION IN DISABILITY OR COMPENSATION 

BENEFITS FOR CERTAIN PERSONS. (a) In this section, "earned income" 

means income earned by a Group B pensioner in the form of wages, 

salaries, commissions, fees, tips, unemployment benefits, and 

other amounts received by virtue of employment or self-employment 

but paid before any deduction for taxes or insurance. In addition, 

earned income also includes those amounts contributed on a 

before-tax basis to any retirement plan or employee health and 

welfare benefit plan. 

1£1 [+Q+] The board shall require any Group B pensioner who 
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became a member of Plan B or the combined pens1on plan on or after 

May 1, 1990, and who is receiving a Group B disability pension under 

Section 6.04 of this article or a periodic disability compensation 

under Section 6.05 of this article [in aooordanoe r,Jith £ubseotion 

(b) or (c) of this section] to provide the board annually, on or 

before July l [May 1] of each year, with a true and complete copy of 

those portions of the person's federal and, if applicable, state 

tax return, including appropriate schedules, for the previous 

calendar year that indicate the person's occupations, if any, and 

earned income for the previous calendar year. If the pensioner did 

not file a tax return for the previous calendar year, the board may 

require other documentation reflecting the pensioner's occupation 

or earned income that the board determines appropriate. 

(c) The pension system [:Hor.Jever, the board] may waive the 

July 1 [May 1] date under Subsection (b) of this section in lieu of 

one later in the same calendar year if the Group B pensioner 

provides the board with a true and complete copy of a grant of an 

extension of time for the filing of the person's tax return from the 

appropriate governmental agency or a true and complete copy of an 

extension request that results in any automatic extension. 

J..3.l If, after evaluating the information received under 

Subsection (b) of this section, the board finds the Group B 

pensioner is or has been receiving earned income from one or more 

employments, including self-employment, during the· preceding year, 

the board shall reduce future disability retirement [pension] 

payments to the Group B pensioner in accordance with the following 

formula: $1 for each $1 that the sum of 11 a 11 + 11 b 11 is greater than 
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"c," where "a" is the earned income of the Group B pensioner 

attributable to the previous calendar year from the person's 

employments, "b" is the total amount of Group B disability 

retirement payments [pension] received by the Group B pensioner the 

previous calendar year, and "c" is the annualized amount of the 

average computation pay the Group B pensioner received as of the 

date the person left active service. 

ill For purposes of the [~] computation under Subsection 

(d) of this section, the average computation pay shall be deemed 

increased at a rate of 2. 75 percent [of four percent simple 

interest], without compounding during the year, as of each January 

1 that the Group B pensioner receives a Group B disability 

retirement payment [pension]. 

SECTION 1.36. Section 6.06, Article 6243a-1, Revised 

Statutes, is amended by amending Subsections (b), (e); (f), (g), 

(h), (j), (k), (1), (m), (n), (o), (p), (q), (r), and (t) and adding 

Subs e c t ions ( e -1 ) , ( e-2 ) , ( j - 1 ) , ( o- 1 ) , ( o- 2 ) , ( u ) , and ( v ) t o r e ad 

as follows: 

(b) A written application for benefits must be filed with 

the executive director [administrator]. 

(e) If [the qualified] surviving children of a primary party 

are not qualified survivors entitled to death benefits, the 

[qualified survivinEJ] spouse of the primary party who is a 

qualified survivor is entitled only to receive a share of the death 

benefits in the amount calculated under Section 6.07(a) [or (b)] or 

Section 6.08(b) (1), (c) (1), (d) (1), or (e) (1) of this article, 

whichever is applicable, and is not entitled to what otherwise 

100 



H.B. No. 3158 

would be the [qualified] surviving children's share. 

(e-1) If a primary party had [there is] no [qualifying-] 

surviving spouse, any [qualified] surviving child who is a 

qualified survivor [children] shall receive only the amount 

calculated under Section 6.07(a) [or (b)] or Section 6.08(b) (2), 

( c ) ( 2 ) , ( d ) ( 2 ) , or ( e ) ( 2 ) of this a r t i c l e , whichever is a p p l i cab l e , 

and is [a-r-e-] not entitled to what otherwise would be the [qualified] 

surviving spouse's share. 

( e-2) If a primary party does not have a [there is no 

qualified surviving-] spouse or [qualified surviving-] children who 

are qualified survivors, any [qualified] dependent parent of the 

primary party who is a qualified survivor shall receive only the 

amount calculated under Section 6.07(c) or Section 6.08(b) (3), 

(d) (3), or (e) (3) of this article, whichever is applicable, and is 

not entitled to what otherwise would be the [qualified] surviving 

spouse's or [qualified] surviving children's share. 

(f) The total monthly death benefits [benefit] received by 

the qual if i e d ..;;.s....;;.u....;;.r;._v;._l;;;_. v,;_o~r....;;.s_o,;_f;;;..._.....;;a;;..,_,.p~r.....;;i.....;;m....;;.a.;;.;;r;..y'--._p..;;.a....;;.r;._t;..y'--....:;u~n;...;d,;_e;;..;r;;....._....;;.t...;;.,h;...;i,;_s;;....._...;;.,a;._r;._t;_;;l..;_. c,;_l;;;;..;;..e..:...., 

~i~n;...;c;...;l;;;..u~d~i~n~g~;....;;t;...;h~e~~P~r~i=m~a;...;r;..y~~P~a~r~t~y_'~s [surviving-] spouse, [qualified 

surviving-] children, or [qualified] dependent parents, [parent] 

may not exceed the pension to which the deceased primary party was 

entitled per month. 

(g) If there is no surviving spouse or legal guardian for 

the [qualified] surviving children of a primary party who are 

qualified survivors and if the board determines that the 

[qualified] surv1v1ng children lack the discretion to handle money, 

or in other appropriate circumstances, notwithstanding any other 
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provision of this section, the board may request a court of 

competent jurisdiction to appoint a suitable person to receive and 

administer the [qualified] surviving children's money or in those 

circumstances described in Subsection (n) of this section, appoint 

a new trustee to administer the [qualified] surviving children's 

[support] trust. 

(h) With the exception of a [support] trust described in 

Subsection (n) of this section, no death benefits awarded to 

[qualified] surviving children may be used for any purpose other 

than to benefit the [qualified] surviving children. [The board may 

uithhold payment of benefits if it has reason to believe the 

benefits are not being properly applied.] 

(j) With the exception of those circumstances described in 

Subsection (n) of this section, death benefits payable [~] to 

[qualified] surviving children [living uith a person other than the 

surviving spouse] shall be delivered to ,the legal guardian of the 

estate of the surviving children if one has been appointed and the 

pension system has been provided proof of the appointment. If no 

legal guardian has been appointed, death benefits shall be 

delivered to one of the following persons, provided there is 

evidence that the person is [person vdth r,Jhom the qualified 

surviving children are-- living, if the board has designated the 

person as being] a suitable person to receive and administer the 

benefits: 

(1) the surv1v1ng spouse with whom the child resides; 

or 

( 2) the adult head of the household with whom the child 
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resides, if the child does not reside with the surviving spouse. 

(j-1) In accordance with Subsection (h) of this section, the 

recipient of a surviving child's death benefits under Subsection 

( j) of this sect ion must use the death benefits to benefit the 

child. The board may[ hor.Jever ] 1 1 withhold payment of benefits to 

anyone, if presented with evidence that the death benefits are not 

being used to benefit the surviving child [but the le9"al 9"uardian of 

the qualified survivin9" children and may require proof that a 

person has been appointed le9"al 9"uardian of the qualified survivin9" 

children before authorigin9" any benefits to be delivered to that 

person]. 

(k) Dependent [The qualified survivin9" dependent] parents 

of a primary party [member] who are entitled to receive death [~

survivor] benefits provided by this article may only receive the 

benefits for the remainder of the dependent parents' [their] lives. 

(1) The pension system [board] may require all qualified 

survivors [persons] receiving death benefits[, includin9" qualified 

survivin9" spouses 1 qualified survivin9" children or their 

9"Uardians 1 and qualified survivin9" dependent parents,] to file 

[•dith the administrator 1 at least once every tr.Jo years,] a sworn 

statement with the executive director concerning the qualified 

survivor's [their] eligibility to continue to receive death 

benefits at least once every two years, or at any other time the 

executive director considers a sworn statement to be appropriate to 

evidence the continued eligibility of the qualified survivor. [~

board may also require a cr.wrn statement from any person receivin9" 

death benefits at any time.] The board may withhold death benefits 
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from any person who. fails or refuses to file a statement when 

requested to do so. 

(m} When the last qualified survivor of any primary party 

becomes ineligible to continue to receive death benefits, [~

survivor shall be paid in a lump sum] an amount equal to the excess 

[difference], if any, of [betr,.reen] the total amount of all 

contributions made to the fund by the primary party while a member 

over [, and] the sum of all benefits paid to the primary party and 

all of the primary party's [h45] qualified survivors shall be paid 

in a lump sum to the last person to receive benefits as a qualified 

survivor or, if none exists, to the member's designee. The total 

amount to be paid in benefits to the primary party and all qualified 

survivors shall never be less than the total amount of 

contributions the primary party made to the fund while a member. 

( n) Notwithstanding any other provision of this sect ion_:_ 

ill [1 ] death benefits awarded to an unmarried child 

who is a qualified survivor [survivinEJ child of a primary party] who 

is determined by the board to be disabled [handicapped] under the 

terms of Subsection (o-2) [+e+] of this section may be paid to the 

trustee of a management trust, supplemental needs or special needs 

trust, or comparable trust [support trust] established for the 

benefit of the child, if the trust meets the requirements set forth 

in a procedure adopted from time to time by the board [qualified 

survivinEJ child if! 

[ ( 1) an opinion of counsel of the trustee of the 

support trust is furnished to the board indicatinEJ that payments 

made tO the SUpport trust ra•ill not 1 Under euistinEJ lar..·, be 
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considered a resource of the qualified curvivin~ child under Title 

42, Section 139e(a) (17) 1 of the United £tatec Code or any successor 

statute 1 as r .. Tell as applicable state lar..J or re~ulationc ~overnin~ 

the situation]; and 

(2) as soon as practicable after the pension system 

has knowledge of an event listed in this subdivision, the pension 

system shall terminate payment of death benefits to a [coincident 

r.dth the furnichin~ of the opinion of counsel 1 the board is provided 

r.Jith an euecuted ori~inal of the support trust docu:ERent for the 

records of the pension cycte:ER, 

[ ( 3) the ter:ERc of the trust provide that the board r..l'ill 

receive an annual accountin~ of the support trust fro:ER its trustee, 

althou~h the board hac no le~al responsibility to oversee the 

support trust, and 

[(4) the support] trust described by Subdivision (1) of 

this subsection effective [r..vill ter:ERinate as coon as practicable] 

on the earlier occurrence of the following events: 

(A) the date as of [~] which the [qualified 

curvivin~] child is determined by the board to no longer be disabled 

[handicapped] under the terms of this section; 

(B) the date on which the [qualified curvivin~] 

child is lawfully married; 

(C) the date on which the [qualified curvivin~] 

child 1s deceased; 

(D) the date on which the pension system becomes 

aware that the assets of the [support] trust are deemed to be the 

resources of the child under applicable federal or state laws or 
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regulations; or 

(E) if [unless ot'Ren.'ise eueused by t'Re board ] 1

the trustee of the child's [support] trust fails to provide a court

of competent jurisdiction [t'Re board] with an annual accounting of

the child • s trust, the date occurring [\:it'Rin] six months after the

date of the close of the [support] trust •s fiscal year. 

(o) When a child who, as a qualified survivor, [survivin~

e'Rild r..:'Ro] is entitled to receive death benefits under this article

reaches the age of 19, the [qualified survivin~] child may no longer

participate in th~ division of the benefits, but the same

undiminished [qualified survivin~] child's share as determined by

this section shall be paid to any remaining [qualified survivin~]

children who are qualified survivors who remain eligible to

continue to receive death benefits. 

( o-1) If benefits are no longer payable to the trust

described in Subsection (n) (1) of this section in accordance with

Subsection (n) (2) of this section, the benefits are divisible and

payable to any remaining children who are qualified survivors who 

remain eligible to receive death benefits. 

(o-2) If an unmarried child [under 19 years of a~e.

Mor.:ever, a 'Randieapped qualified survivin~ e'Rild may not be removed

from partieipation in t'Re division of benefits on reae'Rin~ t'Re a~e

of 19 nor may the ehild 13e barred from ori~inal participation at any

time after reac'Rin~ t'Re a~e of 19, and the payments shall continue

for the duration of the 'Randieap. If a 'qualified survivin~ child is

not married and], after cessation of entitlement to death benefits

[+]because of attainment of age 19[) aut before a~e 23], becomes
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disabled before age 23 [handicapped], the child is entitled to 

participate in the division of death benefits under this article. 

Notwithstanding the preceding, all death benefits granted under 

this subsection are conditioned on the board finding that: 

(1) the [qualified surviving:] child is so physically 

or mentally disabled [handicapped], either congenitally or through 

injury suffered or disease contracted, as to be unable to be 

self-supporting or to secure and hold gainful employment or pursue 

an occupation; 

(2) the [qualified surviving:] child is not married; 

(3) the disability [handicap] was not the result of an 

occupational injury for which the [qualified surviving:] child 

received compensation equal to or greater than that provided under 

this article; 

(4) the disability [handicap] was not the result of an 

intentional self-inflicted injury or a chronic illness itself 

resulting from an addiction of the [qualified surviving:] child 

through a protracted course of [noncoerced] indulgence in alcohol, 

narcotics, or other substance abuse that was not coerced; and 

( 5) the disability [handicap] did not occur as a 

result of the [qualified surviving:] child's participation in the 

commission of a felony. 

(p) If a [handicapped qualified surviving:] child with a 

disability received or 1s receiving workers' compensation 

resulting from an occupational injury equal to an amount less than 

the death benefit to be provided under this section, the difference 

shall be paid out of the assets of the fund in the form otherwise 

107 



H.B. No. 3158 

payable as monthly benefits. For purposes of Subsections 

[Subsection] (o), (o-1), and (o-2) of this section, if a lump sum is 

awarded for an injury, the fund's actuary may compute a 

corresponding monthly equivalent. A finding relating to a 

[qualified surviving] child's disability [handicap] is subject to 

periodic review and modification by the board. 

(q) On the death or marriage of a [qualified surviving]· 

child granted death benefits under this article, the death benefits 

shall cease being paid to that child; however, the same 

undiminished [qualified surviving] child's share as determined by 

this section shall be uniformly distributed among any remaining 

unmarried [qualified surviving] children who are: 

ill under 19 years of age; or 

(2) disabled [and any unmarried qualified surviving 

children rn'ho are handicapped) as described by Subsection ( o-2) 

[+e+J of this section and entitled to death benefits as qualified 

survivors. 

(r) A spouse of a primary party who married the primary 

party [resulting from any marriage to a former member or pensioner] 

after the date the primary party terminated [member or pensioner 

leaves] active service is not a qualified survivor [surviving 

spouse] and is [ TTe-t-] entitled only to those death benefits, if 

applicable, provided under Section 6.063 of this article. 

(t) A [qualified] surviving spouse who first remarried on or 

after April 21, 1988, is eligible to receive death benefits for the 

remainder of the [qualified surviving] spouse's life provided the 

surviving spouse is a qualified survivor. This subsection may not 
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be applied retroactively. 

(u) The eligibility of a surviving spouse who first 

remarried before April 21, 1988, is governed by Section 6.061 of 

this article. 

(v) The qualified survivors of a member who dies while 

performing qualified military service are entitled to any 

additional benefits, other than benefits relating to the qualified 

military service, that qualified survivors would have received if 

the member had returned from qualified military service the day 

before death, resumed employment, and then died. 

SECTION 1.37. Part 6, Article 6243a-l, Revised Statutes, 1s 

amended by adding Sections 6.061, 6.062, 6.063, and 6.064 to read as 

follows: 

Sec. 6.061. PROSPECTIVE REINSTATEMENT OF CERTAIN DEATH 

BENEFITS. (a) Subject to Subsection (c) of this section, the 

surviving spouse of a primary party who was a member of the old 

plan, Plan A, or Plan B whose death benefits, also referred to as 

"survivor benefits" or "widow benefits," terminated because of a 

remarriage of the surviving spouse that occurred before April 21, 

1988, is entitled to receive death benefits, on a prospective basis 

only, as of the first day of the month following the month in which 

the executive director receives the application. 

(b) The board shall make reasonable efforts to notify all 

known living surviving spouses who may be entitled to a 

reinstatement of benefits under this section. 

(c) A surviving spouse's properly completed, board-approved 

application for reinstatement of death benefits under this section 
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must be received by the executive director not later than the 180th 

day after the date the board completes, as determined by the board, 

the reasonable efforts required by Subsection (b) of this section. 

(d) A surviving spouse's application for reinstatement of 

death benefits under this section constitutes the spouse's waiver 

of any claims against the pension system, the board, the executive 

director, or any other employee of the board or the pension system 

arising out of any claim for death benefits. 

(e) This section may not be applied retroactively. A 

surviving spouse may not receive death benefits attributable to 

periods before the executive director's receipt of a properly 

completed and board-approved application, and any benefit provided 

to a surviving spouse described in this section must be calculated 

as if the benefits had not terminated on the surviving spouse's 

remarriage notwithstanding the fact the reinstatement of benefits 

is not retroactive. 

Sec. 6.062. LUMP-SUM PAYMENT ON DEATH OF CERTAIN MEMBERS. 

(a) If an unmarried member dies while on active service and before 

beginning participation in DROP, the last person to receive 

benefits as the member's qualified survivor or, if the member does 

not have a qualified survivor living, the member's designee, shall 

be paid a lump-sum payment determined in accordance with this 

sect ion if, at the time of the member's death, the member: 

( 1) had no qualified survivors; or 

(2) only had qualified survivors who are children who 

become ineligible to receive death benefits before the benefits 

were paid for at least 120 consecutive months. 
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(b) The amount of the lump-sum payment under this sect ion is 

the greater of: 

(1) the payment that could have been provided under 

Section 6. 06 (m) of this article; or 

(2) an amount equal to the actuarial equivalent of the 

remainder of the monthly benefits that would have been paid for the 

period from the last monthly benefit payment to the end of the 120 

months, starting with the date of the first monthly benefit 

payment, if any. 

(c) If no death benefit payments have been made with respect 

to the member, the amount of a monthly death benefit payment shall 

be considered to be the monthly death benefit that would have been 

paid if the member had died leaving only one dependent parent who 

was a qualified survivor. 

(d) If a gualif ied survivor or designee is entitled to 

payment under both this sect ion and Sect ion 6.06(m) of this 

article, payments shall be made only under this section. 

(e) The payment required under this section shall be made as 

soon as practicable after the later of the date: 

( 1) of the death of the member; or 

(2) the last qualified survivor becomes ineligible to 

receive monthly death benefit payments. 

Sec. 6.063. AUTHORITY TO ELECT CERTAIN ACTUARIALLY REDUCED 

BENEFITS. (a) The board shall adopt policies under which a member 

who is leaving active service or a pensioner may elect to accept 

actuarially reduced benefits to provide the following optional 

benefits: 
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(1) a 100 percent joint and survivor annuity with the 

member 1 s or pensioner 1 s spouse; 

(2) a 50 percent joint and survivor annuity with a 

spouse who is not a qualified survivor because the marriage to the 

pensioner occurred after the pensioner terminated active service, 

provided the election is made not later than one year after the date 

of the marriage; or 

(3) a death benefit for a child who is not a qualified 

survivor because the child was born or adopted after the member left 

active service, but only if the child: 

(A) is a dependent of the pensioner, within the 

meaning of Section 152 (a) ( 1) of the code; and 

(B) has not attained 18 years of age at the time 

of the election. 

(b) An election under this section may not be revoked by the 

member or pensioner after it is filed with the pension system. 

(c) Notwithstanding any other provision of this article, an 

election under this section shall result in benefits being paid as 

prescribed by this section instead of as prescribed by Section 

6.01, 6.02, 6.04, 6.05, 6.07, or 6.08 of this article, as 

applicable. 

(d) A pensioner who desires to make an election under 

Subsection (a) {1) of this section after having made an election 

under Subsection (a) ( 2) of this section shall incur a second 

actuarial reduction in benefits to pay for the increased survivor 

annuity. 

(e) Except as provided by Subsection (f) of this section, a 
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person is not entitled to the payment of benefits under this section 

with respect to a pensioner who makes an election after termination 

of active service and dies within one year after making the 

election, except the amount by which the pensioner's benefits were 

reduced are paid to the person who is entitled to receive payments 

under Section 6. 064 of this article. 

(f) Sub sect ion (e) of this sect ion does not apply to a 

per son who makes an elect ion under Subsection (a) ( 1) of this 

section to receive a 100 percent joint and survivor annuity with a 

spouse who is a qualified survivor at the time: 

(1) the board grants a retirement pension; or 

(2) a retirement pension would have been granted but 

for the fact that the person elected to participate in DROP after 

retirement. 

(g) The actuar ially reduced benefits being paid to the 

pensioner under this section will not be increased if the spouse 

dies before the pensioner, or if the child attains 19 years of age 

before the pensioner dies. 

(h) The joint and survivor annuity or the pensioner's 

pension and child's death benefit payable under this section is the 

actuarial equivalent of the pension and death benefits, if any, 

that would have been payable, at the time of the election, if the 

election had not been made. On the death of the pensioner: 

(1) the surviving spouse of a pensioner who made an 

election under Subsection (a) ( 1) of this section receives a pension 

that is equal to the reduced pension being received by the pensioner 

at the time of death; and 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

113 



H.B. No. 3158 

(2) a surviving spouse who is not a qualified survivor 

of a pensioner who made an election under Subsection (a) (2) of this 

section receives a pension that is 50 percent of the reduced pension 

being received by the pensioner at the time of death. 

(i) A pensioner and surviving spouse receiving a death 

benefit payable under this section are eligible for adjustments 

under Sections 6.12 and 6.13 of this article, if the pensioner or 

surviving spouse, as applicable, is otherwise entitled to those 

adjustments, except that in each case the adjustment shall be 

calculated so that the total pension or death benefit paid is 

reduced by the same percentage the pensioner's pension is otherwise 

reduced under this sect ion. 

( j) A pensioner and surviving spouse receiving a death 

benefit payable under this section are not entitled to the minimum 

benefits provided under Sect ion 6. lOA, 6. lOB, or 6.11 of this 

article. 

(k) A surv1v1ng spouse receiving a death benefit payable 

under this section is not entitled to the special death benefit 

provided under Section 6.09 of this article. 

( 1) During a period in which there are two or more qualified 

survivors of a member who has made a joint and survivor annuity 

election under this section, the spousal benefit will be divided 

among the eligible survivors under Section 6.07 or 6.08 of this 

article, as applicable. 

(m) A child's death benefit elected under Subsection (a) (3) 

of this section is treated the same way as a death benefit to a child 

who is a qualified survivor, except that it is based on the 
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actuar ially reduced pension. 

Sec. 6.064. DESIGNEES. (a) A member, pensioner, or 

qualified survivor may at any time designate, in writing, one or 

more persons as a designee to receive any lump-sum payment due from 

the pension system on the death of the member, pensioner, or 

qualified survivor, as applicable. 

(b) A designation under this section of a person other than 

the spouse of the member, pensioner, or gualif ied survivor, as 

appropriate, must be made with the written consent of the spouse, if 

the individual has a spouse. 

(c) A designation made under this section: 

( 1) may be revoked or changed at any time; and 

(2) 1s void if the person designated dies or goes out 

of existence before the payment is made. 

(d) If a member, pensioner, or gualif ied survivor 

designates a spouse to receive a payment and the parties are later 

divorced, the designation is void at the time of the divorce unless 

ratified in writing at the time of the divorce or after that time. 

(e) A designation by a member under this section is void at 

the time the member becomes a pensioner unless ratified in writing 

at the time the member becomes a pensioner or after that time. 

(f) If a member, pensioner, or qualified survivor does not 

have a valid designee on file with the pension system at the time of 

death, the designee is: 

( 1) the spouse; 

(2) the qualified survivors, if any, if there is no 

spouse; 
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(3) the estate of the person, if there is no spouse or 

qualified survivors; or 

(4) the heirs of the person, if there is no spouse, 

qualified survivors, or estate. 

SECTION 1.38. Sections 6.07, 6.08, 6.09, and 6.10A, Article 

6243a-1, Revised Statutes, are amended to read as follows: 

Sec. 6.07. GROUP A DEATH BENEFITS. (a) (1) If a Group A 

member dies before leaving active service [retirement] and before 

the Group A member had [~] 20 years of pension service, the Group 

A member's [leavin<:"J both a qualifies survivin<:"J] spouse and 

[qualifies survivin<:"J] children who are [ 1 the] qualified [survivin<:"J 

spouse shall make an election for all] survivors shall, 1n the 

aggregate, [~] receive a Group A death benefit [consistin<:"J in the 

aEJEJreEJate of an amount] equal to a Group A retirement pension 

computed under the terms of Section 6.01 of this article as if the 

Group A member had completed 20 years of pension service. [~

election under this subdivision, onee made, is irrevoeable. This 

Group A death benefit shall be divided one half to the qualified 

survivin<:"J spouse and one half to the qualified survivin<:"J ehildren.] 

( 2) If a Group A [pensioner dies during disability 

retirement and before the Group A pensioner had 20 years of pension 

service, leavin<:"J both a qualified survivinEJ spouse and qualified 

ehildren, the survivors in the aEJEJre§'ate shall receive a Group A 

death benefit ealeulated either under Sections e.Ol(b) and (e) of 

this artiele if the Group A pensioner's Group A disability pension 

r .. ras ealeulated under £eetion e.04(a) of this artiele, or under 

£eetion e.Ol(e) of this artiele if the Group A pensioner's Group A 
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disability pension •,JaG calculated under £oct ion a. 04 (b) of this

article. This Group A death benefit shall be divided one half to 

the qualified curvii1ing spouse and one=half to the qualified

surviving children. 

[(b) (1) If a Group A member or former Croup A] member dies

before service retirement and after the Group A member has [e-r-

former Croup A member has] 20 years of pension service, the Group A 

member's [leaving both a qualified surviving] spouse and [qualified

surviving] children[,] who are [~] qualified [surviving spouse 

shall make an election for all] survivors shall, in the aggregate, 

[~] receive a Group A death benefit calculated under Section 6.01

of this article as if the Group A member [of an amount equal to a 

Group A retirement pension the Croup A member or former Croup A

member \Jould have received] had [the person] left active service on

the date of the [death, computed under the terms of £action €3.01 of

this article. An election under this subdivision, once made, is

irrevocable. This] Group A member's death [benefit shall be 

divided one=half to the qualified surviving spouse and one=half to

the qualified surviving children]. 

(3) If a Group A pensioner dies during service

retirement, the Group A pensioner's spouse and children who are

qualified survivors shall, in the aggregate, receive a Group A

death benefit in an amount egual to the Group A retirement pension

being received by the Group A pensioner on the date of the

pensioner's death. 

( 4) If a Group A pensioner dies after November 25, 

1996, while receiving periodic disability compensation under
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Section 6.05 of this article or a disability pension under Section 

6.04 of this article, and before the Group A pensioner has 20 years 

of pension service, the Group A pensioner's spouse and children who 

are qualified survivors shall, in the aggregate, receive a Group A 

death benefit calculated under Sect ion 6. 04 or 6. 05 of this 

article, as applicable, in the same manner as the Group A 

pensioner's periodic disability compensation or disability 

pension, but as if the Group A pensioner had completed 20 years of 

pension service. 

121 [(2) (A)] If a Group A pensioner who has 20 or more 

years of pension service dies during disability retirement, the 

Group A pensioner's spouse and children who are qualified survivors 

shall, in the aggregate, [dies leavin~ l:Joth a qualified survivin~ 

spouse and qualified survivin~ children, the qualified survivin~ 

spouse shall ffiake an eleetion for all survivors to] receive a Group 

A death benefit in an [-t-h-e-] amount equal to [*] the Group A 

disability [retireffient] pension being received by the Group A 

pensioner on the date of the pensioner's death. 

l..!U._ [l:Jefore the person's death. This] Group A death 

benefits under Subsection (a) of this section [l:Jenefit] shall..:.._ 

ill be divided one-half to the [qualified curvivin~] 

spouse and one-half to the [qualified survivin~] children who are 

qualified survivors; and [....-] 

(2) subject to [(B) With] the terms of Sections 

[exeeption of those eireuffistaneec deseril:Jed l:Jy £cation] 6.06(n)L 

(o), (o-1), and (o-2) of this article, be distributed in an equal 

and uniform manner to the children described by Subdivision (1) of 
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this subsection [the Group A death l3enefits ar.;arded to the 

qualified survivors under this suBsection shall l3e paid entirely to 

the qualified surviving spouse and the qualified surviving 

children. The qualified surviving children's one=half share shall 

be equally and uniforFRly distriButed l3y the qualified surviving 

spouse to theFR] . 

1£l [(c) (1)] If a Group A member or pensioner [forFRer Group 

~ FReFRl3er] dies leaving no [qualified surviving] spouse or 

[qualified surviving] children who are qualified survivors, the 

[aut leaves surviving one or seth qualified surviving dependent 

parents 1 the qualified surviving] dependent parents who are 

qualified survivors shall [FRay elect to] receive a Group A death 

benefit equal to the death benefit otherwise payable under 

Subsection (a) of this section. The death benefit payable to the 

dependent parents under this subsection shall be divided equally 

between the parents regardless of whether the parents are married 

or living at the same residence. [Group A retireFRent pension the 

Group .7\. FReFRl3er or forFRer Group A FReFRl3er '.:auld have seen entitled to 

under Section 6. 01 of this article after leaving active service. If 

there are tr..ro qualified dependent parents 1 the election PRust l3e 

FRutual. An election under this sul3division, once FRade, is 

irrevocable. The qualified surviving dependent parents of a Group 

A pensioner shall receive a Group A death benefit equal to the 

aFRount of the actual Group A retireFA:ent pension being received at 

the tiFA:e of the pensioner's death, divided equally l3etr.:een the 

qualified surviving dependent parents. 

[ ( 2) If a Group A pensioner dies during disability 
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retirement and sefore the Group A pensioner had 20 years of pension 

service, leaving no qualified surviving spouse or qualified 

surviving children 1 sut leaves surviving one or seth qualified 

surviving dependent parents 1 the qualified surviving dependent 

parents may elect to receive a Group A death senefit calculated 

either: under Sections e.Ol(s) and (c) of this article if the Group 

A pensioner Is Group t'. disaBility pension r.;as calculated under 

Section e.04(a) of this article, or under Section e.Ol(e) of this 

article if the Group A pensioner's Group A disasility pension r,.ras 

calculated under Section e. 04 (b) of this article. An election 

under this susdivision, once made 1 is irrevocasle. 

[+&}] If there is only one [qualified surviving] dependent 

parent, that [~] parent is entitled to one-half of the death 

benefit described in [amount determined under Subsection (c) (1) or 

( c ) ( 2 ) of ] this subs e c t ion [ sect ion] . 

Sec. 6. 08. GROUP B DEATH BENEFITS. (a) If a Group B member 

dies while on active service, a [former] Group B member who left 

active service and is vested under Section 5.06 of this article 

dies, or a Group B pensioner dies while receiving [~] service or 

disability retirement or while receiving periodic disability 

compensation under Section 6.05 of this article, the person's 

qualified survivors, or the person described in Section 6.06(g) or 

(j) of this article as the recipient of the children's benefits 

[guardian of the qualified surviving children if no qualified 

surviving spouse euists], may make application for Group B death 

benefits. If the deceased [The qualified surviving spouse of a 

Group B memser or former Group B member descrised sy this 
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subsection, the guardian of the qualified surviving children of the 

person if no qualified surviving spouse euists, or the qualified 

dependent parents if no qualified surviving spouse or qualified 

surviving children euist 1 have the option to select v:hether Group A 

or Group B death benefits are received, if the Group B member or 

forFRer] Group B member was previously eligible to elect whether to 

receive either a Group A or Group B retirement pension, the option 

to elect whether Group A or Group B death benefits are received 

shall be exercised by one of the following: 

( 1) a qualified survivor who is the spouse of the 

deceased Group B member described by this subsection; 

(2) the person described in Section 6.06(g) or (j) of 

this article as the recipient of benefits on behalf of the deceased 

member's children who are qualified survivors, if no spouse is a 

qualified survivor; or 

(3) the qualified survivors who are dependent parents 

of the deceased member, if there is neither a spouse nor children 

who are qualified survivors. 

(a-1) A qualified survivor who receives Group A death 

benefits under Subsection (a) of this section [subsection] is 

entitled to a ratable portion of a reimbursement from the fund in 

the same amount and manner determined under Section 5.03(d) of this 

article. A qualified survivor or guardian desiring a refund of 

excess contributions must make application for the refund with the 

executive director [administrator] within three years after the 

date the qualified survivor or guardian makes application for Group 

A death benefits. The option contained in this subsection is not 
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available to qualified survivors of a Group B member [or former 

Group B member] who had, at the time of death, already applied for a 

retirement pension and selected a Group A retirement pension as 

provided by Section 5.03(c) or (c-1) of this article, but the 

qualified survivors are entitled to receive a Group A death 

benefit. 

( b ) Sub j e c t to Subs e c t ion ( b- 2 ) of this sect ion , death 

[Death] benefits shall be computed as follows for the qualified 

survivors of Group B members who die while on active service: 

(1) the [A qualified survivinq spouse's Group B] death 

benefit of a qualified survivor who is the spouse of a member who 

began active service: 

(A) before March 1, 2011, shall be the sum of: 

(i) the number of years of pension service 

earned before September 1, 2017, prorated for fractional years, 

times 1.5 percent of the [computed at the rate of 1.§ percent of the 

Group B member's] average computation pay determined over the 36 

[~] consecutive months of pension service in which the Group B 

member received the highest computation pay; plus 

( ii) the number of [ 1 for each year 1 and 

prorated for fractional years, of pension service Hith a minimum of 

~] years of pension service, including pension service credit 

imputed under Section 6.05(c) of this article, after September 1, 

2017, prorated for fractional years, times the applicable 

percentage rate set forth below [assumed, or 30 percent] of the 

average computation pay determined over the 60 consecutive months 

of pension service in which the Group B member received the highest 
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computation pay..:_ 

Age of Member When Retirement Pension Begins Percent 

58 and older 1. 25% 

57 1. 2% 

56 1.15% 

55 1.10% 

54 1.05% 

53 and younger 1.0%; or 

(B) on or after March 1, 2011, shall be the number 

of years of pension service, including pension service imputed 

under Section 6.05(c) of this article, prorated for fractional 

years, times 1. 25 percent of the average computation pay determined 

over the 60 consecutive months of pension service in which the Group 

B member received the highest computation pay; 

(2) the death benefit of qualified survivors who are a 

member's children shall be computed in the same manner as a spouse's 

benefit is computed under Subdivision (1) (A) or (B) of this 

subsection, as applicable, and shall be divided equally among all 

of the children who are qualified survivors; and 

(3) the death benefit of each qualified survivor who 

is a member's dependent parent shall be computed in the same manner 

as a spouse's Group B benefit is computed under Subdivision (1) (A) 

or (B) of this subsection, as applicable. 

(b-1) Pension service for purposes of the calculation under 

Subsection (b) of this section may not be less than 20 years. Any 

partial year of pension service for the first 20 years of pension 

service is counted as a full year of pension service, if the member 
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was considered by the member's department to have worked a normal 

full-time schedule at the time of the member's death. 

(b-2) The death benefit calculated under Subsection (b) of 

this section may not exceed the greater of: 

(1) 45 [a COFRflutation for 32 years of pension service, 

or 48] percent of the member's average computation pay determined 

over the 36 or 60 consecutive months, as applicable, in which the 

Group B member received the highest computation pay; or 

(2) the vested and accrued death benefit as determined 

on August 31, 2 0 1 7 . 

(b-3) For purposes of Subsections (b) through (b-2) of this 

section: 

(1) if [~] the Group B member had less than 36 or 60 

consecutive months, as applicable, [five years] of pension service, 

the average computation pay will be computed based on the person's 

entire pension service; and 

( 2) days during which the member earned no pension 

service due to a termination of active service or otherwise must be 

disregarded in determining the 36 or 60 consecutive months of 

highest computation pay. 

[(2) A qualified curvivin~ ohild's Croup B death 

benefit shall be COFRfluted in the came manner as a qualified 

curvivin~ spouse' c benefit is COFRfluted under £ubdivision ( 1) of 

this subsection and shall be divided equally among- all of the 

qualified surviving- children. 

[ (3) I!:aoh qualified surviving- dependent parent's Croup 

B death benefit shall be GOFRfluted in the same manner as a qualified 
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surviving spouse's Group 'B benefit 1s computed under Subdivision 

( 1) of this sub sect ion.] 

(c) Group B death benefits shall be computed as follows for 

the qualified survivors of any [former] Group B member who died 

after leaving active service and who had vested rights under 

Section 5.06 of this article but who had not received [Group 'B] 

retirement benefits [under Section e.02 of this article] at the 

time of death: 

(1) the death benefit of a [~] qualified survivor 

who is the member's [surviving] spouse [of the former Group 'B 

member] is [entitled to a Group 'B death benefit] equal to 50 percent 

of any [Group B] retirement pension the [former Group B] member 

would have been entitled to [under Section e.02 of this article] as 

of the date the [former Group B] member left active serv ic ei. [...,...] 

(2) the death benefits of [~] qualified survivors 

who are the member's [surviving] children [of the former Group B 

member] are [entitled to a Group B benefit] calculated in the same 

manner as the spouse's benefit is computed under Subdivision (1) of 

this subsection [Group 'B death benefit of a qualified surviving 

spouse], to be divided equally between the [qualified surviving] 

children; and[..,..] 

(3) the death benefit of each (gach of the] qualified 

survivor who is the member's [surviving] dependent parent [parents 

of the former Group 'B memb or] is [ entitled to a Group B death 

benefit] equal to 50 percent of any [Group B] retirement pension the 

[former Group 'B] member would have been entitled to [under the 

provisions of Section e.02 of this article] as of the date the 
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[former Group B] member left active service. 

(d) Group B death benefits shall be computed as follows for 

the qualified survivors of any Group B pensioner [of this plan] who 

dies while receiving service [a Group B] retirement [pension]: 

(1) the death benefit of a [~] qualified [surviving] 

survivor who is the pensioner's spouse [of a Group B pensioner] is 

[entitled to Group B death benefits] equal to 50 percent of any 

retirement pension the Group B pensioner was receiving at the time 

of deathj_[-:-] 

(2) the death benefits of qualified survivors who are 

the pensioner's [The qualified surviving] children [of a Group B 

pensioner] are [entitled to a Group B death benefit] calculated in 

the same manner as the spouse's benefit is computed under 

Subdivision ( 1) of this subsection [Group B death benefit of a 

qualified surviving spouse] , to be divided equally between the 

[qualified surviving] children; and [-:-] 

(3) the death benefit of each [Each of the] qualified 

survivor who is the pensioner's [surviving] dependent parent 

[parents of a Group B pensioner] is [entitled to a Group B death 

benefit] equal to 50 percent of any retirement pension the Group B 

pensioner was receiving at the time of death. 

(e) Group B death benefits shall be computed as follows for 

the qualified survivors of any Group B pensioner who dies while 

receiving disability retirement or while receiving periodic [a 

Group B] disability compensation under Sect ion 6. 05 of this artie le 

[pension due to either a service connected or nonservice connected 

disability]: 
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(1) the death benefit of a [~] qualified survivor 

who is the pensioner's [survivin~] spouse [of the Group B 

pensioner] is [entitled to the ~reater of a Group B death benefit] 
/ 

equal to 50 percent of any Group B periodic disability compensation 

or disability pension the Group B pensioner would have been 

entitled to [under ~eetion 6.05 of this artiele] as of the date the 

Group B pensioner left active service because of disability, or a 

Group B death benefit equal to 50 percent of any periodic disability 

compensation or [Group B) disability pension the Group B pensioner 

was receiving at the time of deathj_[-.-] 

(2) the death benefits of [~] qualified survivors 

who are the pensioner's [survivin~] children [of the Group B 

pensioner] are [entitled to a Group B death benefit] calculated in 

the same manner as the spouse's [Group B death] benefit is computed 

under Subdivision ( 1) of this subsection [of a qualified survivin~ 

spouse], to be divided equally between the [qualified survivin~] 

children; and[-.-) 

(3) the death benefit of each [Baeh of the] qualified 

survivor who is the pensioner's [survivin~] dependent parent 

[parents of the Group B pensioner] is [entitled to the ~reater of a 

Group B death benefit] equal to 50 percent of any periodic 

disability compensation or disability pension the Group B pensioner 

would have been entitled to [under ~eetion 6.05 of this artiele] as 

of the date the Group B pensioner left active service because of 

disability, or a Group B death benefit equal to 50 percent of any 

periodic disability compensation or [Group B) disability pension 

the Group B pensioner was receiving at the time of death. 
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Sec. 6. 09. QUALIFIED SURVIVING SPOUSE SPECIAL DEATH 

BENEFIT. (a) A person who is the [~Jotr.:ithstanding Sections 6.06 

and 6. 07 of this article 1 the qualified surviving] spouse of a Group 

A primary party, who is a qualified survivor, and who is entitled to 

death benefits under Sections 6.06, 6.061, 6.062, 6.063, and 6.07 

of this article is also entitled to a special death benefit under 

this section if: 

(1) theGroupAprimaryparty..:_ 

(A) [elected to receive a Group A retireFRent 

pension and later died, r.ms receiving a disability or retireFRent 

pension either under the terFRs of Plan A before the original 

enactFRent of this article or elected to receive a Group A retireFRent 

pension under Sections 6.0l(e) 1 (f) 1 and (g) of this artiole and 

later died, or r.ws receiving a Group A disability pension under 

Section 6.04(c) of this article and later died, 

[(2) the Group A priFRary party (i)] had at least 20 

years of pension serviceL [aH4] left active service after October 

1, 1985, and was at least 55 years of age on the earlier of the date 

the primary party: 

( i) left active serv1ce; or 

( ii) began part ic ipat ion 1n DROP [ e-r-

older]; or 

(B) had [(ii) on or after May 1, 1990 1 the Group A 

priFRary party, after accruing] at least 20 years of pension 

service, left active service on or after May 31, 2000, and on the 

earlier of the date the primary party left active service or began 

participation 1n DROP, [aH4] had a total of at least 78 [.g..Q.] 
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credits, with each year of pension service, prorated for fractional 

years, equal to one credit and with each year of age, prorated for 

fractional years, equal to one credit; or [.aft&] 

( 2) the [ ( 3) the qualified surviving] spouse has 

attained 55 years of age and there are no [qualified surviving] 

children who are qualified survivors eligible for death benefits. 

(b) Until the requirements of Subsection (a) of this section 

are satisfied, a qualified survivor who is the spouse of a Group A 

primary party [surv1v1ng spouse] shall receive a Group A death 

benefit in accordance with Sect ion 6. 07 of this article. 

(c) The special Group A death benefit under Subsection (a) 

of this section is calculated based on the following formula: 

(P X P X A) + (P X C) + D, where 

A = base pay at the time the Group A primary party began 

participation in DROP, begins service retirement, dies, or becomes 

disabled, plus longevity pay, plus one-twelfth of last-received 

city service incentive pay; 

B =Group A primary party's benefit calculated at the time the 

Group A primary party began participation in DROP, begins service 

retirement, dies, or becomes disabled; 

P = B/A (expressed as a percentage or a decimal) ; 

C = the number of adjustments made to a Group A primary 

party's [Group A] retirement pension, disability pension, or 

periodic [Group A] disability compensation, [pension under Section 

6.04 of this article] multiplied by the amount of the adjustments; 

and 

D = the number of adjustments made under this article to the 
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[a qualified surv1v1ng spouse•s] Group A death benefit of a spouse 

who is a qualified survivor under Section 6.07 of this articleL 

multiplied by the amount of the adjustments. 

(d) A person who is the [~Jot'dithstanding £cations €3.03 and 

6.05 of this article, a qualified surviving] spouse of a Group B 

primary partyL who is a qualified survivor, and who is entitled to 

any death benefits under Sections 6.06, 6.061, 6.062, 6.063, and 

(~] 6.08 of this article is also entitled to a special benefit 

under this sect ion if: 

(1) the Group B primary party [eleeted to receive a 

Croup B retire:Rwnt pension and later dice, or r.Jas receiving a Croup 

B Elisab ility or ret ir eFRent pens ion uneer this artie le ana Elied, 

[ (2) the Croup B priFRary party]: 

(A) had at least 20 years of pension service, 

left active service after October 1, 1985, and was at least 55 years 

of age at the earlier of the date the primary party left [tiFRe of 

leaving] active service or began participation in DROP; or 

(B) on or after May 31, 2000 [1, 1990], [the Croup 

B priFRary party] left active service or began participation in 

DROP, whichever was earlier, having a total of at least 78 [~] 

credits, with each year of pension service, prorated for fractional 

years, equal to one credit and with each year of age, determined at 

the time the Group B primary party left active service or began 

participation in DROP, prorated for fractional years, equal to one 

credit; or [-aM] 

ill [+J.+] the [qualified surviving] spouse has 

attained 55 years of age, and there are no [qualified surviving] 
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children of the primary party who are qualified survivors. 

( d-1) Until the requirements of Subsection ill [ +-e-+-] of this 

section are satisfied, a spouse who is a qualified survivor 

[curviving cpouce] may only receive a Group B death benefit in 

accordance with Sections 6.06, 6.061, 6.062, 6.063, [~]and 6.08 

[€3.05] of this article. 

(e) The [~] special Group B death [curvivor] benefit 

under Subsection (d) of this section is calculated based on the 

following formula: 

( P X P X A) + ( P X C ) + D, where 

A = average monthly computation pay at the time the Group B 

primary party begins service retirement, dies, [~] becomes 

disabled, or begins participation in DROP; 

B =the Group B primary party's benefit [Group B retirmRent or 

Group B dicability pencion] calculated at the time the Group B 

primary party begins participation in DROP, begins to receive 

service [or dicab ility] ret ir ementL [ ~] dies, or becomes disabled; 

P = B/A (expressed as a percentage or a decimal) ; 

c = the number of post-retirement [poctretireFRent] 

adjustments made to a Group B primary party's [Group g] retirement 

pension , dis ab i 1 it y pension , or per i odic [ G r o up g ] dis ab i 1 it y 

compensation [pencion under £cation e.OS of thic article] 

multiplied by the amount of the adjustments; and 

D = the number of adjustments made to the [a qualified 

curviving cpouce'c] Group B death benefit of a qualified survivor 

who is the primary party's spouse under Sect ion 6. 08 of this article 

multiplied by the amount of the adjustments. 
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Sec. 6 .lOA. MINIMUM BENEFITS TO CERTAIN GROUP A PRIMARY 

PARTIES WHO WERE GROUP A, OLD PLAN, OR COMBINED PENSION PLAN MEMBERS 

[ELECT TO RECEIVE RETIREMENT PENSION UNDER SECTIONS ~.Ol(g) AND 

~] AND THEIR QUALIFIED SURVIVORS. (a) Except as provided by 

Section 6.063 of this article or Subsections (b) and (h) of this 

sect ion and notwithstanding any benefit computation and 

determination to the contrary contained in this article, the 

minimum Group A benefits provided by this section shall be paid to 

any Group A primary party who elects to receive a Group A retirement 

pension under Sections 6.0l(b) and (c) of this article, the old 

plan, or former Section 14(a) of this article, or to the primary 

party's qualified survivors [. The benefits under this section 

shall be distributed in aeeordanee r.vith Sections ~.Ol(b) and (e) 1 

~.04(a), or ~.07 of this article, as applicable], except that a 

Group A primary party who elects to receive an actuarially reduced 

[Croup A retirement pension because of the primary party's request 

to receive a Croup A] retirement pension before 50 years of age and 

the primary party's qualified survivors are not entitled to the 

[Croup A] minimum benefits specified under this section. An 

alternate payee is not entitled to the Group A minimum benefits 

specified in this sect ion. 

(b) A Group A primary party who elects to receive a Group A 

retirement pens1on under Sections 6.0l(b) and (c) of this articleL 

the old plan, or former Section 14(a) of this article and who left 

active service with 20 or more years of pension service is entitled 

to receive a minimum Group A retirement pension of $2,200 [$1,500] a 

month. [If the Croup A primary party's Croup A retirement pension 
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10 subject to a qualified doffieotic relations order and the ouffi of 

the actuarial equivalents of the ffionthly benefits payable to the 

Group A priffiary party and the alternate payee is less than the 

actuarial equivalent of the ffiiniffiuffi ffionthly Group A ret ir effient 

pension described by this subsection, the Group A priffiary party's 

ffionthly Group A retireffient pension '.:ill be inereaoed so that the ouffi 

of the actuarial equivalents of the alternate payee's and the Group 

A priffiary party's ffionthly Group A retireffient pension equals the 

actuarial equivalent of the ffiiniffiuffi ffionthly Group A ret ir effient 

pension calculated under this subsection.] 

(c) In the absence of children who are [A] qualified 

survivors, a [surviving] spouse who is a qualified survivor of a 

Group A primary party who elected to receive a Group A retirement 

pension under Sections 6.01(b) and (c) of this article, the old 

plan, or former Section 14 (a) of this article will receive a minimum 

monthly Group A death benefit of $1,200 [ ~] . 

(d) A spouse who is a qualified survivor [surviving spouse] 

of a Group A primary party who elected to receive a Group A 

retirement pension under Sections 6.01(b) and (c) of this articleL 

the old plan, or former Section 14(a) of this article will receive, 

if there are children who are qualified surv1vors [surviving 

ehildren], a minimum Group A death benefit of $1,100 [~] a month. 

[The qualified surviving children, as a group, r.;Jill receive a 

ffiiniffiuffi Group A death benefit of $750 a ffiOnth, to be divided equally 

affiong theffi. ] 

(e) In the absence of a spouse who is a qualified survivor 

[surviving spouse] of a Group A primary party who elected to receive 
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a Group A retirement pension under Section [Sections] 6.01(b)L 

(aHd] (c), or (e) of this article, the old plan, or former Section 

14(a) of this article, the primary party's children who are 

qualified survivors [survivin'=J children], as a group, will receive 

a minimum Group A death benefit of $1,100 [~] a month, to be 

divided equally among them. 

( f ) If there is neither a [ In the ab sene e of both a qua 1 if i e d 

survivin'=J] spouse nor a child who is a [~] qualified survivor 

[survivin'=J children] of a Group A primary party who elected to 

receive a Group A retirement pension under Sections 6.01(b) and (c) 

of this article, the old plan, or former Section 14(a) of this 

article, each [qualified survivin'=J] dependent parent who is a 

qualified survivor will receive a minimum Group A death benefit of 

$1,100 [$750] a month. If only one of them is surviving, that [~ 

qualified survivin'=J] dependent parent will receive a minimum Group 

A death benefit equal to $1,100 [ ~] a month. 

(g) Notwithstanding the minimum monthly benefit described 

in other subsections of this section, a Group A primary party who 

receives periodic disability compensation under Section 6.05(b) of 

this article or a Group A disability pension under Section 6.04(a) 

of this article, the old plan, or former Section 17(a) of this 

article, [ ealeulat ed in the same manner as a Group A retirement 

pension under Sections e.Ol(b) and (e) of this article,] shall 

receive a minimum Group A disability pension equal to $2,200 

[$1,500] a month. 

(h) If a Group A pensioner who received a monthly benefit 

under Section 6.05(b-1) of this article or a disability pension 
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under Section 6.04(a) of this article, calculated in the same 

manner as a Group A retirement pension under Sections 6.01(b) and 

(c) of this article, the old plan, or former Section 17(a) of this 

article [primary party's disability pension is subject to a 

qualified domestic relations order and the sum of the actuarial 

equivalents of the monthly benefits payable to the Group A primary 

party and the alternate payee is less than the actuarial equivalent 

of the minimum monthly Group A disability pension determined under 

Subsection (g) of this section, the Group A primary party's minimum 

FRonthly Group A disability pension 'iJill be increased so that the sum 

of the actuarial equivalents of the alternate payee's and the Group 

A primary party's minimum monthly Group A disability pension equals 

the amount determined under Subsection (g) of this section. 

[ ( i) If a Group A pensioner r,.rho received a disability under 

Section e.04(a) of this article, calculated in the same manner as a 

Group A retirement pension under Sections e.Ol(b) and (c) of this 

article] before the completion of 20 years of pension service dies, 

the qualified survivors will receive a minimum Group A death 

benefit as provided under Subsection (c), (d), (e), or (f) of this 

section, as applicable, whichever is greatest. 

SECTION 1.39. The heading to Section 6.10B, Article 

6243a-1, Revised Statutes, is amended to read as follows: 

Sec. 6 .lOB. MINIMUM BENEFITS TO CERTAIN GROUP A PRIMARY 

PARTIES WHO WERE GROUP A, PLAN A, OR COMBINED PLAN MEMBERS [BLBCT TO 

RBCBIVB RBTIRBMBWT PBWSIOW UWDBR SBCTIOW e.Ol(B)] AND THEIR 

QUALIFIED SURVIVORS. 

SECTION 1.40. Sections 6.10B(a), (b), (c), (d), (e), (f), 
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(g), and (i), Article 6243a-1, Revised Statutes, are amended to 

read as follows: 

(a) Except as provided by Section 6.063 of this article and 

Subsection [£ubsections] (b) [and (h)] of this section and 

notwithstanding any benefit computation and determination to the 

contrary contained in this article, the minimum Group A benefits 

provided by this section shall be paid to any Group A primary party 

who elects to receive a Group A retirement pension under Section 

6.01(e) of this article, Plan A, or former Section 14(b) of this 

article or to the primary party's qualified survivors[. The 

benefits under this section shall be distributed in accordance uith 

£cation e.Ol(e), e.04(b), or 6.07 of this article, as applicable], 

except that a Group A primary party who elects to receive an 

actuar ially reduced Group A retirement pension [because of the 

pria:tary party's request to receive a Group A retirea:tent pension] 

before 55 years of age and the primary party's qualified survivors 

are not entitled to the [Group A] minimum benefits specified in 

[under] this section. An alternate payee is not entitled to the 

Group A minimum benefits specified in this section. 

(b) A Group A primary party who elects [elected] to rece1ve 

a Group A retirement pension under Section 6.01(e) of this articleL 

Plan A, or former Section 14(b) of this article and who left active 

service with 20 or more years of pension service is entitled to 

receive a minimum [Group A] retirement pension equal to the greater 

of $2,200 [ (i) $1 1 500] a month or [+i-i+] $1,000 a month adjusted, if 

applicable, in the manner described by Section 6.12 [e.12(a)] of 

this article. [If the Group A pria:tary party's Group A retirea:tent 
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pension 1c subject to a qualified domestic relatione order and the 

cum of the actuarial equivalents of the monthly benefits payable to 

the Group A primary party and the alternate payee is lese than the 

actuarial equivalent of the minimum monthly Group A retirement 

pension described by this subsection, the Group A primary party's 

monthly Group Z'. retirement pension ·.:ill be increased co that the cum 

of the actuarial equivalents of the alternate payee's and the Group 

A primary party's monthly Group A retirement pension equals the 

actuarial equivalent of the minimum monthly Group A retirement 

pension calculated under this subsection.] 

(c) In the absence of children who are [A] qualified 

survivors, a [surviving] spouse who is a qualified survivor of a 

Group A primary party who elects [elected] to receive a Group A 

retirement pension under Section 6.01(e) of this article, Plan A, 

or former Section 14(b) of this article will receive a minimum 

monthly [Group A] death benefit equal to the greater of $1,200 

[ ( i) $750] a month or [+i-i-1-] $500 a month adjusted, if applicable, 

1n the manner described by Section 6.12 [6.12(a)] of this article. 

(d) A spouse who is a qualified survivor [surviving spouse] 

of a Group A primary party who elects to receive a Group A 

retirement pension under Section 6.01(e) of this article, Plan A, 

or former Section 14(b) of this article will receive, if there are 

children who are qualified survivors [cuPiiving children], a 

minimum Group A death benefit equal to the greater of $1,100 [~

$750] a month or [+i-i-f.) $500 a month adjusted, if applicable, in the 

manner described by Section 6.12 [6.12(a)] of this article. The 

children who are qualified survivors [surviving children], as a 
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group, will receive a minimum [Croup A] death benefit equal to the 

greater of $1,100 [(iii) S750] a month or [+4-¥-)-] $500 a month 

adjusted, if applicable, in the manner described by Section 6.12 

[6.12(a)] of this article, to be divided equally among them. 

(e) In the absence of a spouse who is a qualified survivor 

[surviving spouse] of a Group Apr imary party who elected to receive 

a Group A retirement pension under Section 6.01(e) of this article, 

Plan A, or former Section 14(b) of this article, the [the qualified 

surviving children of a Group A] primary party's children who are 

qualified survivors [party], as a group, will receive a minimum 

Group A death benefit equal to the greater of $1,100 [(i) ~750] a 

month or [~] $500 a month adjusted, if applicable, in the manner 

described by Section 6.12 [6.12(a)] of this article, to be divided 

equally among them. 

(f) If there is neither a [In the absence of both a qualified 

surviving] spouse nor child who is a [~] qualified survivor 

[surviving children] of a Group A primary party who elected to 

receive a Group A retirement pension under Section 6.01(e) of this 

article, Plan A, or the former Section 14(b) of this article, each 

[qualified surviving] dependent parent who is a qualified survivor 

will receive a minimum Group A death benefit equal to the greater of 

$1,100 [(i) $750] a month or[~] $500 a month adjusted, if 

applicable, in the manner described by Section 6.12 [6.12(a)] of 

this article. If only one of them is surviving, that [the qualified 

surviving] dependent parent will receive a minimum Group A death 

benefit equal to the greater of $1,100 [(iii) $750] a month or 

[ ( iv)] $500 a month adjusted, if applicable, in the manner 
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des c r ib e d by Section 6 . 12 [ 6 . 12 ( a) ] of this art i c 1 e . 

(g) Notwithstanding the minimum monthly benefit as

described in other subsections of this section, a Group A primary

party who leaves active service on a non-service-connected

[nonservice connected] disability under Section 6.04(a) 

[6.04(b) (2)] of this article, Plan A, or former Section 17(b) (2) of

this article with less than 20 years of pension service shall

receive a minimum monthly Group A disability pension equal to the

greater of $110 [(i) ~75] multiplied by the number of years of the

primary party's pension service or [~] $50 multiplied by the

number of years of the primary party's pension service, the product

adjusted, if applicable, in the manner described by Section 6.12

[6.12(a)] of this article. 

( i) If a Group A pensioner who received a 

non-service-connected [ nonservic e connected] disability pens ion

under Section 6.04(a) [6.04(b) (2)] of this article, Plan A, or

former Section 17(b) (2) of this article before the completion of 20

years of pension service dies, the qualified survivors will each

receive the amount specified in Section 6.07 of this article or the

minimum [monthly] Group A death benefit as provided under

Subsection (c), (d), (e), or (f) of this section, as applicable,

whichever is greatest. 

SECTION 1.41. Sections 6.11, 6.12, and 6.13,

Article 6243a-1, Revised Statutes, are amended to read as follows: 

Sec. 6.11. MINIMUM BENEFITS TO GROUP B PRIMARY PARTIES AND 

THEIR QUALIFIED SURVIVORS. (a) Except as provided by Section 6.063

of this article or Subsections (b), (c), and (h) of this section and
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 notwithstanding any benefit computation and determination to the 

contrary contained in this article, the minimum Group B benefits 

provided by this section shall be paid to any Group B primary party 

or the primary party's qualified survivors, except further that a 

Group B primary party who elects to receive an actuarially reduced 

[Group B] retirement pension, including a reguest for a benefit 

under Sections 6.02(c) and (d) of this article, [because of the 

priffiary party's request to receive the pension at or after a§e 45 1 

but before a§e 50] and the primary party's qualified survivors[,] 

or [-aft] alternate payee [of the priffiary party], are not entitled to 

the Group B minimum benefits specified by this section. 

(b) If a Group B primary party leaves active service with 20 

or more years of pension service, the Group B primary party is 

entitled to receive a Group B minimum retirement pension equal to 

the greater of $2,200 [(i) $1 1 500] a month or [~] $925 a month, 

which sum may (A) increase at the rate of $5 a month for each year of 

pension service beyond 20 years, but the increase may not exceed $75 

and (B) be adjusted, if applicable, in the manner described by 

Section 6.12 [6.12(a)] of this article. [If a Group B priffiary 

party's Group B retireffient pension is or becoffiec subject to a 

qualified doffiectic relatione order and the cuffi of the actuarial 

equivalents of the ffionthly Group B retireffient pension payable to 

the Group B priffiary party and the alternate payee is lese than the 

actuarial equivalent of the ffiiniffiuffi ffionthly Group B retireffient 

pension as calculated under this subsection, the Group B priffiary 

party' c ffionthly Group B ret ir effient pension 'iJill be increased co 

that the cuffi of the actuarial equivalents of both the alternate 
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payee's and the Group g primary party's Group g retirement pensions 

equals the actuarial equivalent of the minimum monthly Group g 

retirement pens ion as calculated under this ouboect ion. ] 

(c) If a Group B primary party leaves active service with 

less than 20 years of pension service, the primary party is entitled 

to receive a minimum monthly Group B retirement pension equal to the 

greater of: 

(1) $2,200 [(i) ~1 1 500] a month divided by 20 and 

multiplied by the Group B primary party's number of years of pension 

service.l. or 

1£1 [~) $925 a month divided by 20 and multiplied 

by the Group B primary party's number of years of pension service, 

which amount 1s then adjusted, if applicable, 1n the manner 

described by Section 6.12 [6.12(a)] of this article. [If a Group B 

primary party's retirement pension is or becomes subject to a 

qualified domestic relations order and the sum of the actuarial 

equivalents of the monthly Group g retirement pension payable to 

the Group g primary party and the alternate payee is less than the 

actuarial equivalent of the monthly retirement pension as 

calculated under this subsection, the Group g primary party's 

monthly Group g retirement pension rnrill be increased GO that the sum 

of the actuarial equivalents of the alternate payee's and the Group 

'B primary party's monthly Group g retirement pensions equals the 

actuarial equivalent of the minimum monthly Group g retirement 

pension as calculated under this subsection.] 

(d) In the absence of children who are qualified survivors, 

a spouse who is a [surviving children 1 the] qualified survivor 
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[surviving- spouse] of a Group B primary party will receive a minimum 

Group B death benefit equal to the greater of_:_ 

(1) $1,200[(i)S750]amonthj_Or 

ill [~] $600 a month adjusted, if applicable, in 

the manner described by Section 6.12 [e.l2(a)] of this article. 

(e) A spouse who is a qualified survivor [surviving- spouse] 

of a Group B primary party [\•'ill reeeive], if there are children who 

are qualified survivors [surviving- ehildren], will receive [~ 

g-reater of a minimum Group B death benefit of 50 pereent of the 

primary party's minimum Hlonthly Group B retirement pension 

deseribed by ~ubseetion (b) or (e) of this seetion, whiehever is 

applieable. The qualified surviving- ehildren 1 as a g-roup 1 •,Jill 

reeeive the g-reater of] a minimum [monthly] Group B death benefit of 

$1,100 a month [50 pereent of the minimum monthly Group B retirement 

pension deseribed by Subseetion (b) or (e) of this seetion, 

Hhiehever is applieable 1 to be divided equally among- them]. 

(f) The [In the absenee of a qualified suP1iving- spouse, the 

qualified surviving-] children who are qualified survivors of a 

Group B primary party, as a group, will receive a minimum Group B 

death benefit equal to the greater of $1,100 [(i) $750] a month or 

[(ii)] $600 a month adjusted, if applicable, in the manner 

described by Section 6.12 [e.l2(a)] of this article, to be divided 

equally between them. 

(g) If there 1s neither a [In the absenee of either a 

qualified surviving-] spouse nor a child who is a [-e-r] qualified 

survivor [surviving- ehildren], each [qualified surviving-] 

dependent parent who is a qualified survivor of the deceased Group B 
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primary party will receive a minimum death benefit of $1,100 a month 

[Group '8 FRiniFRuFR death benefit equal to the greater of 50 percent of 

the Group '8 pr iFRary party' c FRiniFRuFR FRonthly Group g ret ir eFRent 

pension described by ~ubcection (b) or (c) of this section, 

vrhichever is applicable. If only one qualified surviving dependent 

parent is surviving, the parent r.Jill receive a Group g FRiniFRuFR death 

benefit of 50 percent of the FRiniFRuFR FRonthly Group g retireFRent 

pension described by ~ubcection (b) or (c) of this section, 

r.Jhichever is applicable]. 

(h) Notwithstanding the minimum monthly [Group g] 

retirement pension otherwise described by this section, a Group B 

primary party who left active service on a non-service-connected 

[noncerviee=eonneeted] disability with less than 20 years of 

pension service will receive a minimum monthly [Group g] disability 

pension equal to the greater of $110 [(i) $75] multiplied by the 

number of years of the primary party's pension service or [+±±+] 

$46.25 multiplied by the number of years of the primary party's 

pension service, the product adjusted in the manner, if applicable, 

described by Section 6.12 [e.l2(a)] of this article. [If the Group 

g priFRary party's Group '8 disability pension is or beeoFRes subject 

to a qualified doFRestie relations order and the suFR of the aetuarial 

equivalents of the FRonthly Group '8 disability pension payable to 

the Group '8 priFRary party and the alternate payee is lese than the 

aetuarial equivalent of the FRonthly disability pension as 

ealeulated under this cubceetion, the Group g priFRary party's 

FROnthly Group g disability pension r .. rill be inereased SO that the CUFF\ 

of the aetuarial equivalents of the alternate payee's and the Group 
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B priFRary party's FRonthly Group B disability pensions equals the 

actuarial equivalents of the FRiniFRuFR FRonthly Group B disability 

pension as calculated under this subsection.] If a Group B primary 

party who was receiving a non-service-connected 

[nonservice connected Group B] disability pension before the 

completion of 20 years pension service dies, the qualified 

survivors will receive the amount specified in Section 6.08 of this 

article, or the [Group B] minimum monthly death benefits granted to 

qualified survivors as provided by Subsections (d), (e), (f), and 

(g) of this section, as applicable, whichever is greater. 

Sec. 6.12. ADJUSTMENTS TO RETIREMENT AND DISABILITY PENSION 

BENEFITS. (a) This section applies to the following benefits 

provided under this article: 

1!l [Annually on the first day of October,] a 

retirement pension calculated under Section 6.01(e) [Section e.Ol] 

or 6. 02 of this article1. 

ill [,] a disability pension calculated under Section 

6.04 of this article, other than under Section 6.04(a) of this 

article; 

( 3) periodic disability compensation benefit under 

Section [~] 6.05 of this article, other than Section 6.05(b-1) of 

this article; [,] or 

ill a death benefit calculated under: 

~ Section 6.07 of this article, if calculated 

1n the manner of a retirement pension under Section 6.0l(e) of this 

article or in the manner of a disability compensation benefit under 

Section 6.05(b) of this article; or 
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(B) Section 6.08 of this article currently in pay 

status, or pending board approval on the last day of September [, 

· .. rill be increased by an amount equal to four percent 1 not 

compounded, of the original amount of the retirement or disability 

pension or death benefit]. 

(b) Except as provided by Subsection (d) of this section, 

annually on the first day of October, the pension system may 

increase the base pension of a benefit described by Subsection (a) 

of this section by a percentage equal to the average annual rate of 

actual investment return of the pension system for the five-year 

period ending on the December 31 preceding the effective date of the 

adjustment less five percent. 

(c) An adjustment under this section may not be less than 

zero percent or exceed four percent of the applicable base pension 

benefit. 

(d) The pension system may only make an adjustment to 

benefits under this section if the ratio of the amount of the 

pension system's market value of assets divided by the amount of the 

pension system's actuarial accrued liabilities, after giving 

effect to the adjustment, is not less than . 70. 

(e) For purposes of Sub sect ion (d) of this sect ion, the 

amount of the pens ion system's market value of assets and the amount 

of the pension system's actuarial accrued liabilities shall be 

based on and determined as of the date of the most recently 

completed actuarial valuation. 

(f) The following persons may not receive an adjustment 

under this section: 
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( 1) a member on active service, including a DROP 

participant; 

(2) a pensioner until the first October 1 occurring 

after both the pensioner's retirement and the earlier of: 

(A) the date the pensioner reaches 62 years of 

age; or 

(B) the third anniversary of the date the 

pensioner retired; or 

(3) a qualified survivor until the first October 1 

occurring after the earlier of: 

(A) the date the qualified surv1vor reaches 62 

years of age; 

(B) the third anniversary of the date the primary 

party retired; or 

(C) the third anniversary of the date of the 

member's or pensioner's death. 

.i9l. [~] A [Group 'B] retirement or [Group 'B] disability 

pension or periodic disability compensation paid to any Group B 

pensioner may not be less than the Group B pensioner's base pension. 

ill The death benefit of the qualified survivors who are the 

[a Group 'B qualified surviving] spouse, [Group 'B qualified 

surviving] dependent parent, or child of a Group B pensioner 

[parents, as a group, or Group 'B qualified surviving children], as a 

group, may not be less than 50 percent o.f the [a Group 'B] 

pensioner's base pension. 

Sec. 6.13. SUPPLEMENT TO CERTAIN RECIPIENTS 55 YEARS OF AGE 

OR OLDER. ~(~a~)--~E~x~c~e~p~t~a~s~p~r~o~v~l~·d~e~d~~b~y~S~u~b~s~e~c~t~i~o~n~~(b~) __ o_f __ t_h __ i_s 
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section, if [#] a pensioner had at least 20 years of pension 

service under any plan adopted pursuant to Article 6243a or this 

article, or if a pensioner is receiving the periodic [a 

service=connected] disability compensation benefit under Section 

6. 05 of this article [pension], the pensioner, the pensioner's 

[qualified surviving] spouse who is a qualified survivor eligible 

to receive benefits under this article, or the pensioner's 

[qualified surviving] children who are qualified survivors, as a 

group, under Section 6.06 [6.06(o)] of this article are entitled to 

receive, when the pensioner or spouse who is a qualified survivor 

[surviving spouse] at~ains 55 years of age, provided the pensioner 

or spouse attains 55 years of age before September 1, 2017, [~

greater of] a monthly supplement equal to the greater of $50 or 

three percent of their total monthly benefit[,) and for months 

[years] beginning on and after January 1, 1991, a [~] monthly 

supplement ['.:ill be] equal to the greater of $75 or three percent of 

their total monthly benefit. For purposes only of calculating this 

supplement, the phrase "their total monthly benefit" means the 

amount payable to a pensioner or qualified survivors under the 

terms of the plans described by this section under which the 

pensioner or qualified survivor elected to receive benefits but 

does not include the supplement authorized by this section or any 

adjustments under Section 6.12 of this article made after September 

1, 2017. 

(b) A person described by Subsection (a) of this section 

who, on September 1, 2017, is not receiving or has not received a 

supplemental benefit under this section is not entitled to receive 
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a supplemental benefit under this sect ion. 

SECTION 1.42. Section 6.14, Article 6243a-l, Revised 

Statutes, is amended by amending Subsections (a), (b), (c), (d), 

(e), (f), (g), (h), and (j) and adding Subsections (e-1), (e-2), 

(e-3), (e-4), (f-1), (g-1), (1), (m), (n), and (o) to read as 

follows: 

(a) A [In lieu of either leaving active service and 

commencing a retireffient pension as provided for under eection 6.01 

or 6. 02 of this article 1 ~:hichever is applicable 1 or reffiaining in 

active service and continuing to accrue additional pension benefits 

as provided under eection 6.01 or 6.02 1 a] member who remains on 

active service after becoming [-H;.] eligible to receive a [~ 

unreduced] retirement pension under either Section 6.01 or 6.02 of 

this article may [reffiain in active service,] become a participant 

in the deferred retirement option plan [Deferred Retireffient Option 

Plan ("DROP")] in accordance with Subsections (b) and (c) of this 

section, and defer the beginning of the person's retirement 

pension. Once an election to participate in the DROP has been made, 

the election continues in effect at least as long as the member 

remains in active service. On leaving active servic~, the member 

may_:_ 

ill apply for a retirement pension under Sections 

6.0l(b) and (c), Section 6.0l(e), or Section 6.02(b), (c), (d), or 

ill [ eection €3. 02] of this article, whichever is applicable, 

together with any DROP benefit provided under this section; or 

(2) continue to participate in DROP except the member 

1s ineligible for disability benefits described by Sub sect ion ( g-1) 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

148 



H.B. No. 3158 

of this sect ion. 

(b) The election to participate in the DROP shall be made in 

accordance with procedures set forth in any uniform and 

nondiscriminatory election form adopted by the board and in effect 

from time to time. To determine the proper amount to be credited to 

a member's DROP account, the election shall indicate whether the 

member desires to receive a retirement 'pension under Sections 

6.01(b) and (c), Section 6.01(e), or Section 6.02(b), (c), (d), or 

~ [e.02] of this article, whichever is applicable. The election 

may be made at any time on or after the date the member becomes 

eligible for ~ [an unreduced] retirement pension as provided by 

this subsection. The election [under £eetions e.Ol(b) and (e) 1 

£cation e.Ol(e) I or £cation e.02 of this article, v:hichever is 

applicable, and] becomes effective on the first day of the first 

month on or after the date on which the member makes the electionL 

except that an election that would otherwise have been effective on 

October 1, 1993, and every October 1 after that date, is considered, 

for purposes of this sect ion and Sect ion 6. 12 of this article, to be 

effective on September 30 of the year in which it would otherwise 

have been· effective. On and after the effective date of the 

election, the member will no longer be eligible for any refund of 

[FRake FPteFRber] contributions [to the funa, notr.:ithstanding £cation 

4.03(b) or (f) of this article, r,:hiehever is applicable]. The 

election by one or more members to participate in the DROP has no 

effect on the amount of city contributions to the fund under Section 

4.02 of this article. 

(c) Each month after a member has made an election to 
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participate in the DROP and indicated a desire to receive a 

retirement pension under Sections 6.01(b) and (c), Section 6.01(e), 

or Section 6.02(b), (c), (d), or (e) [Section 6.02] of this article, 

whichever is applicable, and through the month before the month in 

which [until] the member leaves active service, an amount equal to 

the retirement pension the member would have received under the 

[ 6 e c t ions 6 . 0 1 ( b ) and ( c ) , 6 e c t ion 6 , 0 1 ( e ) , or 6 e c t ion 6 . 0 2 , 

r,:hichever iS] applicable SUbSection [T] for that month if the member 

had left active service and been granted a retirement pension by the 

board on the effective date of DROP participation shall be credited 

[transferred] to a separate DROP account maintained within the fund 

for the benefit of the member. Amounts held in the DROP account of a 

member [member's D~OP account] shall be credited at the end of each 

calendar month [uith interest at a rate that ·.li11 approximately 

equal one tr.:elfth of the annual rate assumed by the pension 

system's qualified actuary and approved by the board as the assumed 

actuarial rate of return for the fund]. Notwithstanding this 

section, effective January 1, 2018, a member on active service who 

has 10 years or more of participation in DROP shall no longer have 

the amount of the member's retirement pension credited to the 

member's DROP account while the member is on active service. 

(d) A [On leavin~ active serviee and on the board's ~rant of 

a retirement pension, a] member may not [r.:ho partieipatec in D~OP 

shall be~in to] receive a [the balanee in the person's D~OP aeeount 

under one of the follo•.:in~ methods of] distribution from the 

member's DROP account while the member 1s on active service 

[eleeted by the member: 
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[ ( 1) a single suFR distribution FRade at a t iFRe selected 

by the FReFRber but not later than April 1 of the year after the FReFRber 

attains 70 1/2 years of age, 

[(2) an annuity to be paid in equal FRonthly payFRents 

for the life of the FRCFRber 1 or for the life of the FReFRber and a 

designated beneficiary in the saFRe FRanner as a retireFRent pension 

COFRputed under £cations e.Ol(b) and (c) 1 £ection e.Ol(e) 1 or 

£eat ion e. 02 Of this article 1 r,iR:ichever is applicable 1 det CrFRined 

as of the date the FRCFRber leaves active service based on the 

person's account balance and age and the age of the designated 

beneficiary, if applicable, on that date and using the FRortality 

and earnings assuFRptions being used on that date by the pension 

systeFR's qualified actuary and approved by the board as the assuFRed 

actuarial rate of return for the fund, or 

[ ( 3) substantially equal FRonthly or annual payFRents of 

the person's account balance beginning at a tiFRe selected by the 

FRCFRber that is on or before April lot of the year after the FReFRher 

attains 70 1/2 years of age and elltending over a filled period that 

does not enceed the life ellpectancy of the FReFRber 1 or the life 

elcpectancy of the FReFRber and the FReFRber 's designated beneficiary, 

if applicable]. 

(e) Except as provided by Subsections (e-1) and (1) of this 

section, the balance in the [~] DROP account [balance] of a member 

who terminated from active service on or before September 1, 2017, 

or who terminates from active service shall be distributed to the 

member in the form of an annuity, payable either monthly or annually 

at the election of the member, by annuitizing the amount credited to 
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the DROP account over the life expectancy of the member as of the 

date of the annuitization using mortality tables recommended by the 

pension system's qualified actuary. The annuity shall be 

distributed beginning as promptly as administratively feasible 

after the later of, as applicable: 

( 1) the date the member retires and is granted a 

retirement pension; or 

(2) September 1, 2017 [elects the FRethod of 

distribution described by Subsection (d) (3) of this section shall 

be credited \lith interest on the unpaid ealance at the end of each 

calendar FRo nth in the saFRe FRanner as is pr coer ibed ey Sub sect ion (c) 

of this section]. 

(e-1) The board may adopt a shorter period for annuitizing 

DROP account balances under Subsection (e) of this section if the 

pension system's gualif ied actuary determines that the shorter 

period will not cause the pension system's amortization period to 

exceed 25 years [A FRCFReer FRay chan~e a distribution election at any 

tiFRe before the FRCFReer attains 70-1/2 years of a~e to receive one or 

FRere additional payFRents or to accelerate or delay any payFRent not 

then due, if the chan~e is coFRFRunicated to the plan adFRinistrator, 

in accordance ·.:ith procedures then in effect, not less than 30 days 

before the day it is to taJ.ce effect and if the chan~e does not result 

in a failure of the dictrieutions to satisfy the requireFRents of 

Section 401(a) (9) of the code]. 

(e-2) The annuitization of a DROP account under Subsection 

(e) of this section must reflect the accrual of interest on the 

amount in the DROP account as of September 1, 2017, over the 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

152 



H.B. No. 3158 

annuitization period applied to the account under this section. 

The interest rate applied under this subsection must be a rate as 

reasonably equivalent as practicable to the interest rate on a note 

issued by the United States Department of the Treasury or other 

federal treasury note with a duration that is reasonably comparable 

to the annuitization period applied to the account, as determined 

by the board. The portion of an annuity attributable to amounts 

credited to a member's DROP account on or after September 1, 2017, 

may not reflect the accrual of this interest on annuitization. 

(e-3) The board may by rule allow a DROP participant who has 

terminated active service and who is eligible for a retirement 

pension to: 

(1) assign the distribution from the participant's 

annuitized DROP account to a third party provided the pension 

system receives a favorable private letter ruling from the Internal 

Revenue Service ruling that such an assignment will not negatively 

impact the pension system's gualif ied plan status; and 

(2) subject to Subsection (e-4) of this section, in 

the event of a financial hardship that was not reasonably 

foreseeable obtain a lump-sum distribution from the participant's 

DROP account resulting in a corresponding reduction in the total 

number or in the amount of annuity payments. 

(e-4) The board shall adopt rules necessary to implement 

Subsection (e-3) (2) of this section, including rules regarding what 

constitutes a financial hardship for purposes of that subdivision. 

In adopting the rules, the board shall provide flexibility to 

members. 
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(f) The board may adopt rules and policies relating to the 

administration of Sub sect ions (e) , ( e-1) , and ( e-2) of this sect ion 

if the rules and policies are: 

( 1) consistent with the qualification of the plan 

under Section 401 of the code; and 

(2) in the best interest of the pension system [AHy 

election FRade in accordance vJith £ubsection (d) of this section FRay 

be changed at any tiFRe before leaving active service to any other 

election perFRitted by that subsection, subject to the requireFRents 

for SpOUSal COnsent, in £ection eal4(d) (1) 1 if applicable]. 

(f-1) The DROP account of a member who begins participating 

in DROP on or after September 1, 2017 1 does not accrue interest. 

(g) The provisions of Sections 6.06 1 6.061 1 6.0621 6.0631 

6.07 1 and 6.08 of this article pertaining to death benefits of a 

qualified survivor do not apply to amounts held in a member's or 

pensioner's DROP account [, and the class of persons eligible to 

becoFRe qualified survivors of a FReFRber closes on the effective date 

of the FReFRber's participation in DROP]. Instead 1 a member or 

pensioner who participates in DROP may designate a beneficiary to 

receive the annuity payments under this section over the remaining 

annuitization period [balance of the FReFRber's DROP account] in the 

event of the member's or pensioner's death subject to any rights 

provided under Subsection (e-3) of this section and in the 

[follor.Jing] manner allowed by Section 401(a) (9) of the code and any 

policy adopted by the board. A member or pensioner who is or 

becomes married is considered to have designated the member's or 

pensioner's spouse as the member's or pensioner's beneficiary 1 

154 



H.B. No. 3158 

notwithstanding any prior beneficiary designation, unless the 

member or pensioner has made a different designation in accordance 

with a policy adopted by the board. If a member or pensioner does 

not have a spouse or the spouse predeceases the member or pensioner, 

the member's or pensioner's, as applicable, DROP account will be 

distributed to the member's or pensioner's, as applicable, 

designee. Notwithstanding anything in this section to the 

contrary, if a member or pensioner has previously designated the 

member's or pensioner's spouse as the beneficiary or co-beneficiary 

of the DROP account and the member or pensioner and spouse are 

subsequently divorced, the divorce automatically results in the 

invalidation of the designation of the spouse as a beneficiary and, 

if there is no additional beneficiary designated, the member's or 

pensioner's DROP account shall be distributed as provided by 

Subsection (e) of this section. If there are beneficiaries who 

survive the deceased member or pensioner, the surviving 

beneficiaries share equally in that portion that would have 

otherwise been payable to the former spouse. [+ 

[(1) The beneficiary designation must be made on an 

election form adopted by the board and in effect from time to time 

and in accordance with the conditions on the form, eHcept that if 

the member is married, the designation of a beneficiary other than 

the member's spouse is valid only if the spouse consents to the 

designation at the time, in the manner, and on the consent form as 

is adopted by the board and in effect from time to time. 

[ ( 2) If a member r,.rho participates in DHOP dies r;Jhile in 

active service or before the beginning of the member's DHOP 
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account, distributions 'idll begin no ERore than one year after the 

date of the EReERber's death under a ERethod described by Subsection 

(d) of this section and shall be CO'ERpleted r.:ithin the life, or life 

eupectancy, of the designated beneficiary. 

[ ( 3) If a EReERber VJho participates in DROP dies after 

having begun to receive distributions in accordance r,Jith Subsection 

(d) of this section, the balance in the EReERber's DROP account shall 

continue to be distributed to the 'EReERber's designated beneficiary 

or other person described by Subdivision (4) of this subsection in 

accordance !•lith any elections that had been ERade under Subsection 

(d) of this section. 

[ ( 4) If the deceased EReffiber has not designated a 

beneficiary or has designated a beneficiary but not a 'ERCthod of 

distribution, the EReffiber's DROP account shall be distributed in a 

single suER payERent as soon as adERinistratively feasible after the 

ERe'ERber 's death to the beneficiary if one uas designated and 

othendse to the spouse if the ERe'ERher r,;as ERarried at the tiERe of 

death or, if the 'ERC'ERber ·.Jas not ERarried, to the 'ERC'ERber's estate.] 

(g-1) [+§+] A member who [participates in DROP] becomes a 

DROP participant is ineligible for any disability benefits 

described.by Section [£cations] 6.03, 6.04, Q£ [aH4] 6.05 of this 

article, but is entitled to [instead, on the board's acl<:no\JledgERent 

of a disability that vJOuld othendse qualify the ERe'ERher for 

disability benefits, the board shall grant] a retirement pension in 

accordance with Sections 6.01(b) and (c), Section 6.01(e), or 

Section 6.02 of this article, whichever 1s applicable, on 

termination from active service, and [the EReERber] is also entitled 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

156 



H.B. No. 3158 

to receive annuity payments [both a retirmHent pension and a 

distribution of the DROP account] in accordance with Subsection hl 

[ -t-a+] of this sect ion. 

(h) The base pay or computation pay, whichever is 

applicable, in effect as of the effective date of a [Group A] 

member's participation in DROP shall be used in calculating the 

member's [Group A] retirement pension under Section 6.01 or 6.02 of 

this article. A [Group A] member who elects to participate in DROP 

does not accrue additional pension service for purposes of 

computing a [the Group Z'.] retirement pension [provided under 

£cation e.Ol(e) of this article] for any period after the effective 

date of the election. 

( j) Except as provided by Subsection ( 1) of this sect ion, if 

[~] a pensioner who has been a [participated in] DROP participant 

returns to active service, the person must [once a§ain] become a 

participant in DROP under the terms and conditions in effect at the 

time of [the person's] return to active service. 

(1) Notwithstanding any other prov1s1on of this section and 

except as provided by Subsection (o) of this section, a member who 

has entered DROP before June 1, 2017, may revoke the DROP election 

at any time on or after September 1, 2017, and before the earlier 

of: 

( 1) February 28, 2018; or 

( 2 ) the member's termination of active service. 

( m) If a member revokes part ic ipat ion in DROP under 

Subsection ( 1) of this sect ion: 

( 1) the member's DROP account balance is eliminated; 
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and 

(2) the member shall receive pension service credited 

for all or a portion of the period of the revoked DROP participation 

on payment of the required contributions for the period of the 

revoked DROP participation in accordance with a uniform and 

nondiscriminatory procedure adopted by the board that results in 

the payment of the amount of member contributions that would have 

been made if the member had never participated in DROP. 

(n) A member who revokes the member's DROP election under 

Subsection ( l) of this section is entitled to only a monthly pension 

computed on the basis of the member's pension service, including 

pension service purchased under Subsection (m) of this section: 

(1) that is based on the member's average computation 

pay at the time of leaving active service, if the member is a Group B 

member; or 

(2) as provided by Section 6.01(b) of this article, if 

the member is a Group A member. 

(o) A member may not revoke DROP participation under 

Subsection ( 1) of this section if any money has been transferred out 

of the member's DROP account. 

SECTION 1.43. Part 6, Article 6243a-1, Revised Statutes, is 

amended by adding Section 6.141 to read as follows: 

Sec. 6.141. DEFERRED ANNUITIZATION OF CERTAIN DROP 

ACCOUNTS. (a) This section applies only to a pensioner who: 

(1) before attaining 50 years of age: 

(A) left active service; and 

(B) was granted a service retirement pension 
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under Section 6. 01 or 6. 02 of this article; 

(2) since the pensioner's retirement has continued to 

receive substantially equal periodic payments, as determined under 

Sect ion 7 2 ( t ) of the code ; and 

(3) on September 1, 2017: 

(A) is a DROP participant; and 

(B) has not attained 59-1/2 years of age. 

(b) Notwithstanding Section 6.14 of this article and solely 

to avoid the possibility of an early distribution tax penalty under 

Section 72(t) (4) of the code: 

(1) a pensioner subject to this section may until the 

pensioner attains 59-1/2 years of age: 

(A) subject to Subsection (c) of this section, 

continue to participate in DROP; 

(B) have the same amount of the pensioner's 

service retirement pension credited to the pensioner's DROP account 

as has been credited since the pensioner's service retirement 

pension was initially granted; and 

(C) defer annuitization of the pensioner's DROP 

account under Section 6.14 (e) of this article; and 

(2) once a pensioner subject to this section attains 

59-1/2 years of age: 

(A) the pensioner may not have any portion of the 

pensioner's service retirement pension credited to the pensioner's 

DROP account; and 

(B) as soon as administratively feasible, the 

balance in the pensioner's DROP account shall be annuitized and 
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distributed to the pensioner in accordance with Section 6.14(e) of 

this article. 

(c) The DROP account of a pensioner who continues 

participation in DROP under Subsection (b) (1) (A) of this section 

does not accrue interest on and after September 1, 2017. 

SECTION 1.44. Sections 6.15(a), (b), and (e), Article 

6243a-l, Revised Statutes, are amended to read as follows: 

(a) The board may require the following pensioners 

receiving a disability pension or a periodic disability 

compensation benefit to appear and undergo a medical examination by 

the health director or, if the health director approves, by any 

licensed medical practitioner, to determine if the pensioner •s 

disability continues or has been removed to the extent that the 

pensioner is able to resume duties with the department: 

(1) any Group A pensioner who has served less than 20 

years; 

(2) any Group A pensioner who elected a Group A [~] 

disability pension under Section 6.04 [6.04(e)] of this articleL 

periodic disability compensation under Section 6.05 of this 

article, or a non-service-connected disability pension under Plan A 

or former Section 17(b) (2) of this article, and who had [hac served] 

more than 20 years of pension service, but is less than 55 years of 

age; and 

(3) any Group B pensioner who was granted [elected] a 

Group B disability pension under Section 6.04 of this article or 

periodic disability compensation under Section 6. 05 of this article 

or a disability pension under the terms of Plan B and is less than 50 
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years of age. 

(b) Any medical examination under this section is subject to 

the following conditions: 

(1) Except as otherwise provided by this section, the 

board has complete discretion to require a pensioner to appear and 

undergo a medical examination as well as the time that may pass 

between examinations. When it becomes clear to the board from 

reliable medical evidence that the disability is unequivocally 

permanent and is not expected to diminish, the board may waive [~

require] subsequent examinations. 

( 2) A pensioner may not be required to undergo a 

medical examination more often than once in a six-month period, 

except that the board may order the pensioner to undergo an 

examination at any time if the board has reason to believe the 

pensioner's disability has been removed and that the pensioner may 

be able to resume duties with the pensioner's former department or 

if the pensioner requests to be allowed to return to duty. 

(3) If a pensioner fails to undergo an examination 

after being notified by the board that the examination is required, 

the board may discontinue disability benefits until the pensioner 

has undergone the examination and the results of the examination 

have been sent to the board. 

(4) If the pensioner is examined by an 'approved 

outside medical practitioner other than the health director, the 

reasonable and customary cost of the examination, if any, is 

payable from the assets of the fund. 

(e) Pursuant to its authority under Section 6.06(o-2) 
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[e.Oe(o)] of this article to review and modify any funding relating 

to the disability of a child who is a qualified survivor [survivinq 

child's handicap], the board may require the [a handicapped] 

qualified survivor with a disability [survivinq child] receiving 

death benefits to appear and undergo medical examination by the 

health director or, if the' health director approves, by any 

licensed medical practitioner, to determine if the disability 

[handicap] continues or if the disability [handicap] has been 

removed. 

SECTION 1.45. Sections 6.16, 6.18, and 6.19, Article 

6243a-l, Revised Statutes, are amended to read as follows: 

Sec. 6.16. WAIVER OF BENEFITS. (a) A primary party 

[pensioner r,rho is on either servia e or dis as ility ret ir eFRent] , [a-] 

qualified survivor [survivinq spouse, a handicapped qualified 

survivinq child, a FRCFRser r.,.rho FRay Jae a participant in DtWP], or [a] 

beneficiary of a member's [deceased forFRer] DROP account 

[participant, or a qualified survivinq dependent parent] may, on a 

form prescribed by the board and filed with the executive director 

[adFRinistrator], [irrevocaJaly] waive all or a portion of the 

benefits[,] to which the person the Jaenefit] is or may 

be entitled. The waiver may state whether it is revocable or 

irrevocable, and is irrevocable unless the waiver clearly states it 

is revocable. 

(b) The [irrevocaJale] waiver described by Subsection (a) of 

this section applies only to [retireFRent, disaJaility, or DROP 

survivor] benefits that become payable on or after the date the 

waiver is filed. 
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(b-1) Benefits waived by a revocable waiver are forfeited 

and the person making the waiver has no right, title, claim, or 

interest in the benefits. 

(c) If two or more persons are or may be entitled to benefits 

under this article [there are tr..Jo qualified survivin~ dependent 

parents receivin~ death benefits], the waiver described by 

Subsection (a) of this section must be executed ~y each person to 

become effective. The living parent or parents or legal guardian or 

guardians of a child must sign the waiver described by Subsection 

(a) of this section on behalf of the child [both of the parents]. 

Sec. 6.18. INVESTIGATION. (a) The board shall consider all 

applications for retirement and disability pensions [of ffieffibers], 

all applications for death benefits [by qualified survivors], and 

all elections to participate [for participation by a ffieffiber] in 

DROP. The board shall give notice to [those] persons applying for 

benefits, advising them of their right to appear before the board 

and offer such sworn evidence as they may desire. Any [priffiary 

party, survivor, or other] person claiming retirement, disability, 

or DROP benefits may appear before the board [in person] and offer 

testimony that is relevant to a contested application for a 

retirement pension, a disability pension, death benefits 

[benefit], or DROP benefits [benefit]. The chairman of the board 

may issue process for witnesses, administer oaths to witnesses, and 

examine any witness as to any matter affecting benefits under any 

plan within the pension system. Process for witnesses shall be 

served by any [ffieffiber of ihe police or fire departffient or by any 
I 

other] method of serving process [or person] permitted by the state 
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law in any civil judicial proceeding. A witness who fails or 

refuses to attend and testify may be compelled to attend and 

testify, as in any judicial proceeding. The board may seek 

assistance from any court of competent jurisdiction to further 

compel or sanction a witness who fails or refuses to attend and 

testify. 

(b) Any [primary party, spouse, ehild, dependent parent, or 

other] per son [ e laiming DROP benefits] who is aggrieved by a 

determination of the board regarding [on the person's applieation 

for or eontinuation of] a retirement pension, ~disability pension, 

[~] death benefits [benefit], or [an eleetion for] DROP benefits 

may appeal the board determination to a state district court in the 

city [eounty] where the pension system is located by giving written 

notice of appeal. The notice shall contain a statement of the 

grounds and reasons why the party feels aggrieved. The notice shall 

be served personally on the executive director [seeretary of the 

board] within 20 days after the date of the board's determination. 

After service of the notice, the party appealing shall file with the 

state district court a copy of the notice of intention to appeal, 

together with an affidavit of the party making service showing how, 

when, and on whom the notice was served. 

(c) Within 30 days after the date of service of the notice of 

appeal on the board, the executive director [seeretary of the 

board] shall make up and file with the state district court a 

transcript of all nonprivileged papers and proceedings in the case 

before the board. When the copy of the notice of appeal and the 

transcript has been filed with the court, the appeal is perfected, 
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and the court shall docket the appeal, assign the appeal a number, 

fix a date for hearing the appeal, and notify both the appellant and 

the board of the date fixed for the hearing. 

(d) At any time before the rendering of its decision on 

[~] appeal, the court may require further or additional proof or 

information, either documentary or under oath. On rendition of a 

decision on appeal, the court shall give to each party to the appeal 

a copy of the decision of the case. The decision [or order] of the 

court is appealable in the same manner as are civil cases generally. 

(e) As provided by Section 4.01 of this article, the [~] 

board shall approve all money used for investigations [as provided 

under £cation 4.01 of this artiele]. The board may request the 

investigative services of either the police or fire departments in 

connection with any matter arising under this section. 

Sec. 6.19. CERTIFICATE OF MEMBER PENSION BENEFIT 

ELIGIBILITY [RE'l'IRlH4E~J'l'] • When a member has earned five [ ~] years 

of pension service, the member shall be issued an [a eertifieate of 

retirement that, barrin~ administrative error, misealeulation, or 

other error, after issuanee is] incontestable five-year 

certificate indicating that the member is entitled to pension 

benefits subject to the effect of any withdrawals as permitted 

under Article 6243a or this article. The certificate shall state 

that the calculation of the retirement pension to which the member 

is entitled, or any disability benefits to which the member may 

become entitled, shall be determined solely under the actual terms 

of the combined pension plan as in effect at the time the member 

leaves active service. The certificate shall further state that in 
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the case of the member's death, the member's qualified survivors~ 

any, may become [shall be] entitled to death [survivor] benefits as 

determined solely under the actual terms of the combined pension 

plan as in effect at the time of the member's death. The 

certificate shall bear a seal and be signed by the executive 

director [mayor, or the mayor protem, or the eity manager] and [~ 

~] chairman of the board [and attested under the seal of the eity 

by the city seeretary]. 

SECTION 1. 46. Part 6, Article 6243a-1, Revised Statutes, is 

amended by adding Sect ion 6. 20 to read as follows: 

Sec. 6.20. ERRONEOUS PAYMENTS OR OVERPAYMENTS. (a) If the 

pension system pays money to any person not entitled to the payment, 

whether by reason of an error of the pension system as to 

entitlement to or the amount of a benefit or otherwise, or an act or 

error of some other person, including the recipient of the payment, 

the recipient of the payment holds the funds to which the recipient 

was not entitled in constructive trust for the pension system and 

those funds are subject to demand by the pension system at any time. 

(b) The recipient of an erroneous payment from the pension 

system shall repay to the pension system all funds associated with 

the erroneous payment. 

(c) Subject to Subsection (e) of this section, the board may 

by rule adopt a procedure to enable the pension system to offset the 

future benefit or other payments of a recipient described by this 

section. In addition, the board may take any additional action, 

including the bringing of a lawsuit, the board considers necessary 

to recover an erroneous payment the pension system is entitled to 
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under this sect ion. 

(d) If the pension system determines that a person is 

entitled to additional benefits as a result of an error made by the 

pension system, the pension system shall promptly pay the 

additional benefits owed. 

(e) The board's correction procedures must comply with the 

Internal Revenue Service's Employee Plans Compliance Resolution 

System and Revenue Procedure 2016-51, including subsequent 

guidance. 

SECTION 1. 4 7. Article 6243a-1, Revised Statutes, is amended 

by adding Part 6A to read as follows: 

PART 6A. EQUITABLE ADJUSTMENTS 

Sec. 6A.Ol. EQUITABLE ADJUSTMENTS TO BENEFITS. (a) 

Subject to this section and notwithstanding any other provision of 

this article, the board by at least a two-thirds vote of all 

trustees may consider and adopt rules requiring the equitable 

return of funds paid to or credited to the benefit of a member or 

pensioner under this article before September 1, 2017, to the 

extent the funds exceeded reasonable amounts that should be paid or 

credited given the circumstances of the pension system at the time 

the payment or credit was made, including the return of excessive 

interest credited to a member's DROP account and excessive 

adjustments made under Section 6.12 of this article. 

(b) For purposes of Subsection (a) of this section, 

"reasonable amounts" includes the amounts that would have been paid 

or credited: 

( 1) if the interest rate applied in determining a 
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benefit, including the interest rate applied to a DROP account, 

equaled the actual, audited rate of return of the plan at the time 

the interest was credited to the account; or 

(2) if the percentage increase applied under Section 

6.12 of this article equaled the percentage increase, if any, in the 

Consumer Price Index for Urban Wage Earners and Clerical Workers 

(CPI-W) most recently published by the Bureau of Labor Statistics 

of the United States Department of Labor and used by the United 

States Social Security Administration to provide a cost-of-living 

adjustment for social security benefit payments payable beginning 

in January of the next year. 

Sec. 6A.02. ADJUDICATION OF CERTAIN CHALLENGES. (a) The 

Texas Supreme Court has exclusive and original jurisdiction over a 

challenge to the constitutionality under the Texas Constitution of 

Section 6A. 01 of this article. An action under this section is 

authorized to the full extent permitted by Section 3, Article V, 

Texas Constitution. The Texas Supreme Court may issue any 

injunctive, declaratory, or equitable relief the court deems 

appropriate or necessary to effectuate the court's mandamus 

jurisdiction in connection with a challenge under this section. 

(b) Any action brought under this section must be filed not 

later than the 90th day after the date the board adopts a rule under 

Section 6A.Ol of this article. 

(c) If an action brought under this section is timely filed, 

the board may not enforce or otherwise administer any rules adopted 

pursuant to Section 6A.01 of this article during the pendency of the 

action. 
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SECTION 1.48. Section 8.01, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 8.01. QUALIFICATION UNDER FEDERAL TAX LAW. (a) The 

plans within the pension system and the assets of the fund are 

intended to qualify as a governmental plan under Sections [ £ection] 

401 and 414(d) of the code, be exempt from federal income taxes 

under Section 501 (a) of the code, and conform at all times to 

applicable requirements of law, regulations, and orders of duly 

constituted federal governmental authorities. Accordingly, if any 

provision of this article is subject to more than one construction, 

one of which will permit the qualification of a plan that is within 

the pension system, that construction that will permit the plan to 

qualify and conform will prevail. 

(b) The plans within the pension system as well as the 

assets of the fund shall be maintained for the exclusive benefit of 

members and their beneficiaries. At no time before the termination 

of all the plans within the pension system and the satisfaction of 

all liabilities with respect to members and their beneficiaries 

under all plans shall any part of the principal or interest from the 

assets of the fund be used for or diverted to purposes other than 

the exclusive benefit of the members and beneficiaries. 

(c) Notwithstanding any other provisions of this article, 

the annual benefit [pension] provided with respect to any member 

[may not enceed an annual benefit computed in accordance vdth the 

limitations prescribed by this subsection. 

[(1) The m.anim.um. annual benefit payable] in any 

limitation year [to a member] may not exceed the amount permitted by 
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Section 415(b) of the code for the limitation year, and the sum of 

the member contributions and all other annual additions for any 

limitation year may not exceed the amount permitted under Section 

415 (c) of the code for the limitation year. If the aggregated 

annual benefit or aggregated annual additions under [lesser of: 

[(A) $90,000, or 

[(B) 100 percent of a member's 415 compensation 

averaged over the three consecutive limitation years, or the actual 

number of limitation years for a member '•vhose total pension service 

is less than three consecutive limitation years, during r..Jhich the 

member haa the greatest aggregate 415 compensatiofl: from the city. 

[(2) Benefits proviaea to a member unaer this article 

ana unaer any aefinea benefit plan or plans maintainea by the city 

shall be aggregates for purposes of aetermiBiBg uhether the 

limitatioBs in 6ubaivision (1) of this subsection are met. If the 

aggregate benefits otherr.,'ise payable from] any qualified plans 

created under this article and any other defined benefit plan or 

plans maintained by the city would otherwise exceed the limitations 

of Section 415 of the code [6ubaivision (1) of this subseetioB], the 

required reductions in benefits or contributions shall first be 

made to the extent possible from the other plan or plans. The 

limitations referenced in this subsection shall be adjusted 

annually in accordance with Section 415(d) of the code and any 

adjustment to benefits applies to the benefits of active and 

terminated members and applies without regard to whether a 

terminated member is a pensioner. 

[ (3) The aajustments on retirement are the follo'.Jing: 
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[(A) If the annual benefit begins before a HloeHlober 

attains age e2, the $90,000 liHloitation, as adjusted, shall be 

reduced in a ffianner prescribed by the secretary of the treasury. 

Hor.Jeve r 1 that adj ustffient Hloay not reduce the Hl:eHlob or's annual benefit 

belor.1 $7§ 1 000 1 if the HloeHlober's benefit begins after age §§, or the 

actuarial equivalent of $7§ 1 000 beginning at age §§ if benefits 

begin before age §§. FurtherHloore, eHcept as provided by Paragraph 

(C) of this subdivision, an adjustffient Hloay not reduce the HloeHlober's 

annual benefit belor.J $50,000 1 regardless of the age at r.Jhich the 

benefit b egino. 

[(B) If the annual benefit begins after a HloeHlober 

attains age e§, the $90,000 liffiitation, as adjusted, !.Jill be 

increased so that it is the actuarial equivalent of the $90 1 000 

liHloitation at ag-e e§. 

[(C) If a HloeHlober's benefits begin before the 

Hloeffiber has at least 1§ years of pension service as a full=tiffie 

eHloployee of the police or fire departffient 1 or both 1 including 

credit for full tiHloe service in the arHloed forces of the United 

£tatoo, Paragraphs (.7\.) and (B) of this subdivision shall be applied 

by substituting "social security retireHloent age" for "age e2" and 

for "age e§ 1 " and the last tr.Jo sentences of Paragraph (A) of this 

subdivision do not apply in coHloputing the benefit liffiitation for 

that HloeHH:l e r. 

[(D) The portion of a ffieHH:ler's benefit that is 

attributable to the HloeHlober's or,m contributions is not part of the 

annual benefit subject to the liffiitations of Subdivision (1) of 

this subsection. Instead, the aHloount of those contributions is 
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treated as an annual addition to a qualified defined contribution 

plan maintained by the city. 

[(4) (A) The dollar limitation on annual benefits 

provided by Subdivision (1) of this subsection, and the $50 1 000 

limitation provided by Subdivision (3) of this subsection, but not 

the $75,000 limitation provided by that subsection, shall be 

adjusted annually as provided by section 415 (d) of the code and the 

regulations prescribed by the secretary of the treasury. The 

adjusted limitation is effective as of January 1 of each calendar 

year and is applicable to limitation years ending r,:ith or ·.rithin 

that calendar year. 

[(B) The limitation provided by this paragraph 

for a member r,rho has separated from service 11ith a vested right to a 

pension shall be adjusted annually as provided by Section 415 (d) of 

the code and the regulations prescribed by the secretary of the 

treasury. 

[ (5) The follor,.ring interest rate assumptions shall be 

used in computing the limitations under this section: 

[(A) For the purpose of determining the portion 

of the annual benefit that is purchased \Jith member contributions, 

the interest rate assumption is 8.5 percent, compounded annually, 

for plan years beginning before 1988 and 120 percent of the federal 

mid=term rate 1 as in effect under Section 1274 of the code, 

compounded annually, for plan years beginning after 1987. 

[(B) For the purpose of adjusting the annual 

benefit to a straight life annuity, the interest rate assumption is 

five percent, unless a different rate is required by the secretary 
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of the treasury. 

[(C) For the purpose of adjusting the $90 1 000 

limitation after a member attains age 65, the interest rate 

assumption 10 five percent, unless a different rate is required by 

the secretary of the treasury, and the mortality decrement shall be 

ignored to the eutent that a forfeiture does not occur at death. 

[(G) For purposes of £ubdivioiono (1) and (3) of this 

subsection, an adjustment under £ection 415(d) of the code may not 

be taken into account before the limitation year for rn~hich that 

adjustment first takes effect. For purposes of £ubdivioiono (1) 

and (§) of this subsection, an adjustment is not required for the 

value of qualified joint and survivor annuity benefits, 

preretirement death benefits, postretirement medical benefits, or 

postretirement coot of living increases made in accordance with 

£ection 415(d) of the code and £ection 1.415 3(c) of the Income Tax 

Regulations. 

[(7) This plan may pay an annual benefit to any member 

in euceoo of the member 'o mauimum annual benefit othendoe allor,.•ed 

-*+ 

[(A) the annual benefit derived from the city's 

contributions under any qualified plano \Jithin this article and all 

defined benefit plano maintained by the city does not in the 

aggregate euceed $10,000 for the limitation year or for any prior 

limitation year 1 and 

[(g) the member has not at any time participated 

in a defined contribution plan maintained by the city. 

[For purposes of this subdivision, member contributions to 
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the plan are not considered a separate defined contribution plan 

maintained by the city. 

[ (B) If a Hl:ember hac lese than 10 years of pension 

service in the plan at the time the Hl:ember beg-inc to receive 

benefits under the plan, the ~90 1 000 limitation, as adjusted, shall 

be reduced by multiplying- the liHl:itation by a fraction in uhich the 

numerator is the number of years of pension service and the 

denominator is 10, provided, ho'.:ever 1 that the fraction may not be 

lese than one tenth. The 100 percent limitation of ~ubdivicion 

(1) (B) of this subsection, and the ~10 1 000 limitation of 

£ubdivicion (7) of this subsection shall be reduced in the came 

manner as provided by this subdivision, eucept the numerator shall 

be the number of years of employment r.:ith the city rather than years 

of pension service. 

[ (9) If a member is or hac been a participant in one or 

Hl:ore defined benefit plane and one or Hl:ore defined contribution 

plans maintained by the city, the follor.:iflg- proviciofl:s shall apply: 

[(A) The cum of the defined benefit plan fraction 

and the defined contribution plan fraction for any limitation year 

may not euceed 1. 0. 

[(B) The defined benefit plan fraction for any 

limitation year is a fraction in Hhich: 

[(I) the numerator is the projected annual 

benefit of a meHl:ber, determined as of the close of the limitation 

year pursuant to £action 1.415-7(b)(3) of the Income Tax 

Reg-ulations, and 

[(II) the denominator is the lesser of: 
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[ ( i) the proeuct of L 25 ana the mauimum 

eollar limitation provieee ~Y £u~division (1)(A) of this 

su~section, as aejustee, for the limitation year, or 

[(ii) the proeuct of 1.4 ana the amount that 

may be taken into account uneer £ubeivision (1) (B) of this 

subsection for the limitation year. 

[(C) The Eiefinee contribution plan fraction for 

any limit at ion year is a fraction in r.Jhich: 

[(I) the numerator is the sum of the annual 

adeitions to the member's account as of the close of the limitation 

year' ana 

[ (II) the denominator is the sum of the 

lesser of the follor.JinEJ amounts determined for the limitation year 

and each prior year of service ·.:ith the city: 

[(i) the product of 1.25 ana the eollar 

limitation 1n effect uneer Section 415(c) (1) (A) of the coee for the 

limitation year, determined r..:ithout reEJare to Section 415(c) (a) of 

the coee, or 

[ ( ii) the product of 1. 4 ana the amount that 

may ~e taken into account under Section 415(c) (1) (B) of the code for 

the limitation year ~eEJinninEJ ~efore January 1, 1987, the annual 

aeeitions may not be recomputeS. to treat all member contributions 

as an annual add it ion. 

[(D) If the sum of the defined ~enefit plan 

fraction and the defined contri~ution plan fraction euceeds 1.0 in 

any limitation year for any mem~er of any plan r..:ithin the pension 

system, the administrator shall limit, to the eutent necessary, the 
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annual additions to the ffieffiber'c aeeount for that liffiitation year. 

If after liffiitinEJ to the extent possible the annual additions to the 

ffieffiber's account for the liffiitation year, the suffi of the defined 

benefit plan fraction and the defined contribution plan fraetion 

still exeeedc 1.0, the adffiinictrator shall adjust the benefits 

under the defined benefit plan fraetion co that the suffi of both 

fractions shall not enceed 1.0 in any liffiitation year for the 

ffieffiber. 

[(10) For purposes of deterffiininEJ the liffiitc provided 

by this section, all qualified defined benefit plane, r..1hether 

terffiinated or not, ever ffiaintained by or contributed to by the eity, 

shall be treated as one defined benefit plan, and all qualified 

defined c ontr ibut ion plane 1 Hhether t erffiinat ed or not 1 ever 

ffiaintained by or contributed to by the eity, shall be treated as one 

defined contribution plan.] 

( c-1) [ +±±+] Notwithstanding anything contained 1n this 

section to the contrary, the limitations, adjustments, and other 

requirements prescribed by this section shall at all times be 

computed in the manner most favorable to the affected members, to 

the extent permitted by guidelines issued by the Internal Revenue 

Service [coffiply r,Jith the requireffientc of Section 415 of the code and 

all regulations proffiulgated under the eode]. If any provision of 

Section 415 of the code is repealed or is not enforced by the 

Internal Revenue Service, that provision may not reduce the 

benefits of any member after the effective date of the repeal of the 

provision or during the period in which the provision is not 

enforced. 
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(c-2) Any benefit reductions that are required to be made 

under this section shall be applied to reduce the monthly benefit 

that would otherwise have been payable to the member, unless the 

value of the member's DROP account accrued under Section 6.14 of 

this article exceeds the amount that may be paid under this section. 

If the value of the DROP account exceeds the value of the payments 

that may be made under this section, the member shall receive a 

lump-sum payment from the account of the maximum amount that may be 

paid under this section and the payment shall permanently reduce 

the benefits the member would otherwise have been entitled to 

receive under the combined pension plan. 

(d) A member's retirement pension may not begin later than 

April 1 of the year after the later of the year in which the member 

leaves active service or the year in which the member attains age 

70-1/2 and must at all times comply with the requirements of Section 

401 (a) ( 9) of the code. [:Benefits to a qualified b enef ie iary may not 

begin later than one year after the date of the member's death]. 

(e) Any person [member or benefieiary] who receives any 

distribution from any plan within the pension system that is an 

eligible rollover distribution as defined by Section 402(f) (2) (A) 

of the code is entitled to have that distribution transferred 

directly to another eligible retirement plan as defined by Section 

402(c) (8) (B) of the code of the person's [member's or benefieiary's] 

choice on providing direct ion regarding that tr an sf er to the 

executive director [administrator] in accordance with procedures 

established by the executive director [administrator] . 

(e-1) If an eligible rollover distribution described by 
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Subsection (e) of this sect ion is to a designated beneficiary who is 

not the spouse or former spouse of the member, the transfer may only 

be to an individual retirement account or an individual retirement 

annuity. 

(f) For the 2017 calendar year, the [.!±!fi-e.] annual 

compensation taken into account for any purpose under the combined 

pension plan [this article] may not exceed $400,000 for an eligible 

participant or $270,000 for an ineligible participant [$200 1 000 for 

any ealendar year] . For a Group A member the term "annual 

compensation" means the aggregate of the member's base pay. For a 

Group B member the term "annual compensation" means the aggregate 

of the member's computation pay for any given plan year. These 

dollar limits [The $200 1 000 liHl:it] shall be adjusted from [~ 

January 1 of each year at the oaHl:e] time to time [aH4] in accordance 

with guidelines [the saHl:e Hl:anner as] provided by the secretary of 

the treasury. For [£action 415(d) of the code. In deterHl:ining the 

eoFRpenoation of a Hl:OHl:1aer for] purposes of this subsection, an: 

(1) "eligible participant" means any person who first 

became a member of the pension system before January 1, 1996; and 

(2) "ineligible participant" means any member who is 

not an eligible participant [liHl:itation, the faHl:ily aggregation 

rules of £cation 414(q) (6) of the eode apply, eneept that the terHl: 

"faHl:ily Hl:eHl:1aer" includes only the spouse of the Hl:eHl:1aer and any 

lineal deseendants of the Hl:eHl:1aer •,:ho have not attained age 19 at the 

end of the plan year. If as a result of this faHl:ily aggregation 

requireHl:ent, the $200 1 000 liHl:it is eneeeded, the liHl:itation shall 

Jae prorated aHl:ong the affected individuals in proportion to each 
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individual's co:ERpencation as determined before application of the 

limit] . 

(g) For purposes of Subsection (h) of this section, "normal 

retirement age" means the earlier of: 

( 1) the attainment of 50 years of age on or before 

September 1, 2017, and completion of at least five years of pension 

service; 

(2) the attainment of 58 years of age after September 

1, 2017, and completion of at least five years of pension service; 

or 

( 3) completion of 20 years of pension service. 

(h) The retirement benefit earned by a member is 

nonforfeitable: 

( 1) on attainment of normal retirement age, if not 

already nonforfeitable; or 

( 2) to the extent the benefit is funded, if not already 

nonforfeitable, on the termination or partial termination of the 

combined pension plan or the complete discontinuance of city 

contributions to the fund. 

( i ) In accordance with Section 4 0 1 ( a) ( 8 ) of the code , 

forfeitures arising under the combined pension plan may not be used 

to increase the benefits any member would otherwise receive under 

the terms of the plan. Forfeitures may be used first to reduce 

administrative expenses, then to reduce required city 

contributions. 

(j) Subject to procedures adopted by the board, the pension 

system shall accept an eligible rollover distribution from another 
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eligible retirement plan as defined by Section 402(f) (2) (B) of the 

code as payment of all or a portion of any payment a member is 

permitted to make to the pension system for past pension service 

credit. The pension system shall separately account for any 

after-tax contributions transferred from any plan under this 

subsection. 

SECTION 1.49. Section 8.02, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 

Sec. 8. 02. EXCESS BENEFIT PLAN FOR POLICE OFFICERS AND FIRE 

FIGHTERS. The board may by rule establish and administer [On the 

enactment of federal legislation enabling public retirement 

systems to establish euceoo benefit plano for the benefit of 

employees for r;~hom additional benefits from retirement plans 

qualified under Section 401 of the code r,.·ould euceed the 

limitations of £ection 415 of the code 1 there is created outside the 

pension system] a separate[,] qualified governmental 

[nonqualified] excess benefit arrangement and associated trust for 

the arrangement in accordance with Section 415 (m) of the code. 

[plan containing the follor.;Jing terms and provisions z 

[(a) (1) All definitions presoribed by £eotion 2.01 of this 

article are applioable to the plan oreated pursuant to this scotian 

euoeptz 

[(A) if a different definition is set forth in 

this subsection, or 

[ ('8) the oonteut in '•Jhioh a term is used in this 

scotian indioateo a different meaning is olearly intended than that 

preooribed by £eotion 2.01 of this artiole. 
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[ ( 2 ) "encess benefit plan" H!eans this separate, 

nonqualified, unfunded encess benefit plan as created by this 

section for the benefit of eligible H!CH!bers, as aH!ended or restated 

f r OH\ t iH!C t 0 t iH!C . 

[ ( 3) "Qualified plan" H!eans any plan Hlaintained uithin 

the pension systeH! or H!aintained by the city outside the pension 

systeH! for the exclusive benefit of soH!e or all of the eH!ployees of 

the city if the plan has been found by the Internal Revenue Service 

to be qualified or has been treated by the city as a qualified plan 

under Section 401 of the code, 

[ ( 4) "ManiHIUH! benefit" H!eans the retireH!ent 19enefit a 

H!eH!ber or, the spouse, any child, or any dependent parent of a 

H!CH!ber if those persons are entitled, is entitled to receive froH! 

all qualified plans in aRy H!ORth after giviRg effect to SectioR g. 01 

of this article and any siHiilar provisions of any other qualified 

plans designed to conforH! to Section 415 of the code. 

[(5) "Encess benefit participant" H!eans any H!CH!ber 

r,Jhose retireH!ent benefits as deterH!ined on the basis of all 

qualified plans r,.rithout regard to the liHiitatioRs of Section B.01 

of this article and coH!parable provisions of other qualified plans 

r,Jould exceed the H!aJ£iH!UH\ benefit perH!itted under Section 415 of the 

code. 

[ ( 6) "Unrestricted benefit" HI CaRS the H!onthly 

retireH!ent benefit a H!CH!ber 1 or the spouse or any child of a H!CH!ber, 

r,Jould have received under the terH!s of all qualified plans encept 

for the restrictions of Section B.Ol of this article and any siH!ilar 

provisions of any other qualified plans designed to conforH! to 
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£ection 415 of the code. 

[(b) (1) An eucecc benefit participant r.:ho is receiving 

benefits from an applicable qualified plan is entitled to a monthly 

benefit under this eucess benefit plan in an amount equal to the 

lesser of z 

[(A) the member's unrestricted benefit less the 

mauimum benefit, or 

[(B) the amount by r.:hich the member's monthly 

benefit from the qualified plan or plans approved by the members hac 

been reduced due to the limitations of £ection 415 of the code. 

[ ( 2) In the case of the death of an eucesc benefit 

participant r.:hose spouse or child is entitled to preretirement or 

postretirement death benefits under a qualified plan, the eucess 

benefit participant's surviving spouse or child is entitled to a 

monthly benefit under the eucesc benefit plan equal to the benefit 

determined in accordance vdth the qualified plans r.dthout regard to 

the limitations under £ection 9.01 of this article or £ection 415 of 

the code 1 less the mauimum benefit. 

[ ( 3) Unless the eucecc benefit participant makes a 

timely election to the contrary, a retirement benefit payable under 

this cue e co benefit plan shall be paid in the form and at the time it

vl'ould have been paid under the applicable qualified plan eucept for 

the limitations under Section 415 of the code. :Hor..rever 1 retirement 

benefits payable under this eucecc benefit plan shall be paid at the 

time and in the form, including a single sum distribution, as the 

eucecc benefit participant elects from among the benefit payment 

forms made available under the election form as approved by the 
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board. An eJEcecc benefit participant ffiakec an election under this 

subdivision by sending written notice to the adffiinictrator on the 

election forffi approved by the board. gach optional benefit forffi 

perffiitted under this ellcecc benefit plan shall be the actuarial 

equivalent of each other perffiitted benefit forffi. On or after an 

eJEcecc benefit participant 'c leaving active service uith an 

ent it leffient to a ret ir effient benefit under any qualified plan 

approved by the ffieHlberc, a benefit under this subdivision ffiay be 

elected to be paid. 

[(c) (1) This plan shall be adffiinictered by the board, and 

the adffiinictrator shall alee carry out the business of the board 

vvith respect to this excess benefit plan. gxcept ac provided to the 

contrary by this cubceotion, the rights, duties, and 

recponcibilitiec of the board and adffiinictrator shall be the caffie 

for this eJEcecc benefit plan ac for the qualified pension plane 

r,.•ithin the pens ion cyst effi. 

[ ( 2) The qualified actuary effiPloyed pursuant to 

£ection 4.09 of this article ic responsible for deterffiining the 

affiount of benefits that ffiay not be provided under the qualified 

plane solely by reason of the liffiitationc of £ection 415 of the code 

and thus the affiount of city c ont r ibut ions that r.,vill be ffiade to this 

eJececc benefit plan rather than to a qualified plan. 

[(3) The legal advisors described by £ection 3.03 of 

this article shall alee provide advice to the board for this eJececc 

benefit plan. 

[ (d) Contributions ffiay not be ac cuffiulat ed under this euc esc 

benefit plan to pay future retireffient benefits. Instead, each 
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payFRent of city contributions that ·.wuld othen1ice be FRade to the 

fund pursuant to Section 4.02 of this article or coFRparable 

provisions of other qualified plane approved by the FReFRberc shall 

be reduced by the aFRount deterFRined by the adFRinictrator as 

necessary to FReet the requireFRentc for retireFRent benefits under 

this excess benefit plan until the next payFRent of city 

contributions is expected to be FRade to the fund by the city. The 

city shall then pay to this eucecc benefit plan, out of the ·,dthheld 

city contributions no earlier than the 14th day before the date of 

each distribution of FRonthly retireFRent benefits is required to be 

FRade froFR this eucecc benefit plan, the aFRount necessary to satisfy 

the obli~ation to pay this eucecc benefit plan FROnthly retireFRent 

benefits. The adFRinictrator shall satisfy the obli~ation of this 

eucecc benefit plan to pay retireFRent benefits out of the city 

contributions co transferred for that FRonth. The city 

contributions othendce required to the pension cycteFR pursuant to 

Section 4.02 of this article and any other qualified plan approved 

by the FReFRberc shall be divided into those contributions required 

to pay retireFRent benefits pursuant to this section and those 

contributions paid into and accuFRulated to pay the FRaJriFRuFR benefits 

required under the qualified plane. City contributions FRade to 

provide retireFRent benefits pursuant to this section FRay not be 

coFRFRin~led ·,dth the IRonies of the fund or any other qualified plan. 

[ (e) AFRendFRentc to this excess benefit plan shall be FRade in 

the caFRe FRanner provided by Section 7.01 of this article.] 

SECTION 1.50. Section 8.03, Article 6243a-1, Revised 

Statutes, is amended to read as follows: 
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Sec. 8.03. EXEMPTION OF BENEFITS FROM JUDICIAL PROCESS OR 

ALIENATION. (a) A port ion of the fund or benefit or amount awarded 

to any primary partyL qualified survivorL [~] beneficiary of a 

member's DROP account, excess benefit participant, or survivor of 

an excess benefit participant under this article may not be held, 

seized, taken, subjected to, or detained or levied on by virtue of 

any execution, attachment, garnishment, injunction, or other writ, 

order, or decree, or any process or proceedings issued from or by 

any court for the payment or satisfaction, in whole or in part, of 

any debt, damage, claim, demands, or judgment against any person 

entitled to benefits from any plan within the pension system or from 

the excess benefit plan. The fund and the excess benefit plan or 

any claim against the fund or the excess benefit plan may not be 

directly or indirectly assigned or transferred, and any attempt to 

transfer or assign the fund or the excess benefit plan or a claim 

against the fund or the excess benefit plan is void. 

(b) A benefit under any plan created or existing pursuant to 

this article or Article 6243a is subject to division pursuant to the 

terms of a qualified domestic relations order. The executive 

director [adffiinictrator] shall determine the qualifications of a 

domestic relations order according to a uniform, consistent 

procedure approved by the board. The total benefit payable to a 

primary party or to an alternate payee under a qualified domestic 

relations order may not actuarially exceed the benefits to which a 

primary party would be entitled in the absence of the qualified 

domestic relations order. In calculating the alternate payee's 

benefits under a qualified domestic relations order, the interest 
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rate is the rate used by the pens1on system's actuary in the 

actuarial evaluation for that year, except that the minimum 

interest rate for this purpose is the minimum required by Section 

414 of the code. 

(c) This section does not preclude_:_ 

ill the payment of death benefits to a [support] trust 

for certain [surviving] children of a primary party pursuant to 

Section 6.06(n) of this article1.. 

( 2) the withholding of federal taxes from pension 

benefits; 

( 3) the recovery by the board of overpayments of 

benefits previously made to any person; 

( 4) the direct deposit of benefit payments to an 

account in a bank, savings and loan association, credit union, or 

other financial institution, provided the arrangement is not an 

alienation; 

(5) under any policy adopted by the board and 

uniformly applied to voluntary arrangements entered into by a 

primary party or qualified survivor, any voluntary and revocable 

arrangement entered into by a pensioner or a qualified survivor 

that permits the withholding and direct payment of health care or 

life insurance premiums or similar payments from the monthly 

benefit payments; or 

(6) an assignment of the distribution from an 

annuit ized DROP account to a third party under Sect ion 6. 14 ( e-3) ( 1) 

of this article. 

(d) For purposes of Subsection (c) of this sect ion, an 
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attachment, garnishment, levy, execution, or other legal process is 

not considered a voluntary arrangement. 

SECTION 1.51. Chapter 810, Government Code, is amended by 

adding Section 810.002 to read as follows: 

Sec. 810.002. ALTERNATIVE BENEFIT PLAN FOR CERTAIN 

MUNICIPALITIES. (a) In this section, "alternative benefit plan" 

means a continuing, organized benefit plan, including a plan 

qualified under Section 40l(a) of the Internal Revenue Code of 

1986, of service retirement, disability retirement, or death 

benefits for officers or employees of a municipality. 

(b) This section applies only to a municipality subject to 

Article 6243a-l, Revised Statutes. 

(c) Notwithstanding any other law and subject to Subsection 

(f), the governing body of a municipality subject to this section 

may by ordinance: 

( 1 ) est ab 1 ish an a 1 t e rna t i v e benefit plan and 

determine the benefits, funding source and amount, and 

administration of the alternative benefit plan; and 

(2) require an employee first hired by the 

municipality on or after the date the alternative benefit plan is 

implemented to participate in the alternative benefit plan instead 

of participating in the pension system provided under Article 

6243a-l, Revised Statutes. 

(d) Each active participant of an alternative benefit plan 

established under this section shall contribute to the plan an 

amount, if any, determined by the municipality. The municipality 

shall contribute for each active participant in an alternative 
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benefit plan established under Subsection (c) an amount determined 

by the municipality. 

(e) A municipality that establishes an alternative benefit 

plan under this section shall file all reports with the State 

Pension Review Board required by Chapter 802. 

(f) The governing body of a municipality may only establish 

an alternative benefit plan under this section if: 

(1) the qualified actuary of the pension system 

established under Article 6243a-l, Revised Statutes, determines 

that after establishment and implementation of the alternative 

benefit plan, the pension system would continue to comply with 

funding and amortization period requirements applicable to the 

pension system under Subchapter C, Chapter 802; and 

(2) the State Pension Review Board conducts a review 

of and validates the determination made under Subdivision ( 1). 

SECTION 1.52. The following provisions of Article 6243a-l, 

Revised Statutes, are repealed: 

( 1) Section 3.0l(c); 

( 2 ) Section 4.0l(b); 

( 3 ) Section 4.02(f); 

( 4) Sections 6. 06 ( i) and ( s) ; 

( 5 ) Section 6 .lOB (h); 

( 6) Sections 6. 14 ( i) and ( k) ; and 

( 7 ) Part 7. 

SECTION 1. 53. (a) In this section, "board," "city," 

"nominations committee," "pension system," and "trustee" have the 

meanings assigned by Section 2.01, Article 6243a-l, Revised 
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Statutes, as amended by this article. 

(b) The terms of the current trustees expire on the 

effective date of this article. Subject to Subsection (e) of this 

section, on that date or as soon as possible after that date: 

(1) the mayor shall appoint new trustees to the board 

in accordance with the requirements of Section 3.01(b) (1), Article 

6243a-1, Revised Statutes, as added by this article; apd 

(2) notwithstanding the requirements of Sections 

3.01(b) (2), (3), and (4) and (f), Article 6243a-1, Revised 

Statutes, as added or amended by this article, that the board in 

consultation with the nominations committee adopt rules governing 

the election of trustees appointed under Sections 3.01(b) (2), (3), 

and ( 4) , Article 6243a-1, Revised Statutes, as added by this 

article, the nominations committee shall adopt procedures for 

electing the initial trustees elected under Sections 3.01(b) (2), 

(3), and (4), Article 6243a-1, Revised Statutes, as added by this 

article. 

(c) Notwithstanding Section 3.01(o), Article 6243a-1, 

Revised Statutes, as amended by this article, and except as 

provided by Subsections (d) and (g) of this section, the board may 

not take any action authorized by Article 6243a-1, Revised 

Statutes, until at least 10 initial trustees have been appointed or 

elected, except that the board may take such an action, other than 

an action described by Section 3.01(o) (2), Article 6243a-1, Revised 

Statutes, as added by this article, before at least 10 initial 

trustees have been appointed or elected if the action is in the 

ordinary course of business of the board and is required for the 
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continued administration of the pension system. 

(d) Once all trustees have been appointed or elected to the 

board under this section, the board shall by majority vote adopt 

rules establishing a process for electing trustees under Sections 

3.0l(b) (2), (3), and (4), Article 6243a-l, Revised Statutes, as 

added by this article. 

(e) As soon as possible after the effective date of this 

article, the mayor and the nominations committee shall: 

(1) make a determination under Section 3.0l(e), 

Article 6243a-l, Revised Statutes, as amended by this article, 

regarding the term limits of the board established under that 

section; and 

{2) notwithstanding Section 3.0l(e), Article 6243a-l, 

Revised Statutes, as amended by this article, determine the terms 

of initial trustees to ensure the appropriate staggering of trustee 

terms. 

(f) Notwithstanding Section 3.0l(g), Article 6243a-l, 

Revised Statutes, the board shall elect from among its trustees an 

initial chairman, vice chairman, and deputy vice chairman as soon 

as possible after all trustees have been appointed or elected in 

accordance with this article and, if the board elects to do so, an 

initial second deputy vice chairman. 

(g) Not later than the 90th day after the date all trustees 

under Section 3.01, Article 6243a-l, Revised Statutes, as amended 

by this article, have been appointed or elected, the board shall 

vote on and, if the board determines it is appropriate, amend the 

existing rules relating to the governance and conduct of the board. 
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SECTION 1. 54. (a) Not later than January 1, 2018, the board 

of trustees of the pens1on system established under Article 

6243a-1, Revised Statutes, shall: 

(1) establish the ethics policy required by Section 

3.01(r), Article 6243a-1, Revised Statutes, as added by this 

article; and 

(2) appoint an executive director under Section 3.04, 

Article 6243a-1, Revised Statutes, as amended by this article. 

(b) As soon as possible after the executive director is 

appointed under Sub sect ion (a) of this sect ion, the executive 

director may hire, subject to confirmation by the board of trustees 

of the pension system established under Article 6243a-1, Revised 

Statutes, a chief investment officer as authorized under Section 

3.025, Article 6243a-1, Revised Statutes, as added by this article, 

and a chief legal officer as authorized under Sect ion 3. 03 (c) , 

Article 6243a-1, Revised Statutes, as amended by this article. 

SECTION 1. 55. (a) In this sect ion, "executive direct or," 

"nominations committee," and "pensioner" have the meanings 

assigned by Section 2.01, Article 6243a-1, Revised Statutes, as 

amended by this article. 

(b) As soon as possible after the effective date of this 

article but not later than the 30th day after the effective date of 

this article, the president, chair, or other executive head of an 

organization described by Section 3.011(a)(2), Article 6243a-1, 

Revised Statutes, as added by this article, that is eligible to and 

intends to participate on the nominations committee shall notify 

the executive director of: 
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(1) the organization's intent to participate on the 

nominations committee; and 

{2) whether the president, chair, or other executive 

head, as appropriate, or that person's designee will serve on the 

committee. 

SECTION 1.56. Section 4.025, Article 6243a-1, Revised 

Statutes, as added by this article, applies only to a contribution 

made on or after the date of the most recently completed actuarial 

valuation following the effective date of this article. 

SECTION 1.57. The board of trustees of the pension system 

established under Article 6243a-1, Revised Statutes, shall review 

all investments held on the effective date of this article under 

Section 4.071, Article 6243a-1, Revised Statutes, as added by this 

article. 

SECTION 1.58. Changes in law to Part 5, Article 6243a-1, 

Revised Statutes, as amended by this article, apply to membership 

in a pension system established under Article 6243a-1, Revised 

Statutes, on or after the effective date of this article. 

SECTION 1.59. A rollover distribution to a plan 

administered by the pension system established under Article 

6243a-1, Revised Statutes, that was made on or after January 1, 

2002, is validated as of the date the distribution occurred. A 

distribution described by this sect ion may not be held invalid 

because the distribution was not performed in accordance with 

Section 8.01(j), Article 6243a-1, Revised Statutes, as added by 

this article, or other applicable law. 

SECTION 1.60. Section 6.14(e), Article 6243a-1, Revised 
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Statutes, as amended by this article, applies only to a 

distribution out of a deferred retirement option plan account that 

is made on or after the implementation of that section. A 

distribution out of a deferred retirement option plan account that 

is made before the implementation of that section is governed by the 

law in effect when the distribution is made. 

ARTICLE 2. IMMEDIATE PROHIBITION ON CERTAIN DISTRIBUTIONS 

SECTION 2.01. Part 6, Article 6243a-1, Revised Statutes, is 

amended by adding Sect ion 6. 142 to read as follows: 

Sec. 6.142. PROHIBITION ON CERTAIN DISTRIBUTIONS. (a) 

Notwithstanding Section 6.14 of this article, including Section 

6.14(d) (1) of this article, the board may not allow any 

distribution out of a DROP participant's DROP account to a DROP 

participant or a participant's designated beneficiary, except: 

( 1) in the event of an unforeseeable emergency, as 

described in Section 6 of the DROP addendum policy adopted by the 

board that took effect on January 12, 2017; 

( 2) for purposes of making a minimum annual 

distribution, as described in Section 7 of the DROP addendum policy 

adopted by the board that took effect on January 12, 2017; 

(3) as permitted by the board under Section 8e of the 

DROP addendum policy adopted by the board that took effect on 

January 12, 2017, in order to avoid the possibility of an early 

distribution tax penalty under Section 72(t) of the code; or 

( 4) in compliance with a court order. 

(b) This section expires September 1, 2017. 
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ARTICLE 3. SEVERABILITY AND EFFECTIVE DATE 

SECTION 3.01. If any provision of this Act or its

application to any person or circumstance is held invalid, the

invalidity does not affect other provisions or applications of this

Act that can be given effect without the invalid provision or

application, and to this end the provisions of this Act are declared

to be sever ab 1 e . 

SECTION 3.02. (a) Except as provided by Subsections (b) and

(d) of this section, this Act takes effect immediately 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 immediate

effect, this Act takes effect on the 91st day after the last day of

the legislative session. 

(b) Article 1 of this Act takes effect on September 1, 2017,

unless the board of trustees of the pension system established

under Article 6243a-1, Revised Statutes, violates Section 6.142,

Article 6243a-1, Revised Statutes, as added by this Act, on or

before August 31, 2017, as determined by the State Pension Review

Board. At the request of the State Pension Review Board and within

the time prescribed by the State Pension Review Board, the board of

trustees shall provide the data or other information requested b

the State Pension Review Board for purposes of making a

determination under this subsection. 

(c) If the State Pension Review Board determines that the

pension system violated Section 6.142, Article 6243a-1, Revised

Statutes, as added by this Act, the State Pension Review Boar
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shall: 

(1) not later than August 31, 2017: 
I 

(A) notify the board of trustees of the pens1on 

system and the mayor and city council of a city subject to Article 

6243a-1, Revised Statutes, of its determination under this sect ion; 

and 

(B) publish notice of its determination under 

this section on the State Pension Review Board's Internet website; 

and 

( 2) as soon as practicable after August 31, 2017, 

publish notice of its determination under this section in the Texas 

Register. 

(c-1) The State Pension Review Board shall make the 

determination described by Subsection (c) of this section based on 

the data or other information that: 

( 1) is in the State Pension Review Board's possession 

on or before August 31, 2017; and 

(2) was provided with enough time for the State 

Pension Review Board to reasonably use the information to make a 

determination under this sect ion. 

(d) If, not later than August 31, 2017, the State Pension 

Review Board makes the determination described by Subsection (c) of 

this section, Article 1 of this Act has no effect. 
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I certify that H.B. No. 3158 was passed by the House on May 4, 

2017, by the following vote: Yeas 141, Nays 0, 4 present, not 

voting; and that the House concurred in Senate amendments to H.B. 

No. 3158 on May 25, 2017, by the following vote: Yeas 142, Nays 0, 

3 present, not voting. 

I certify that H.B. No. 3158 was passed by the Senate, with 

amendments, on May 23, 2017, by the following vote: Yeas 30, Nays 

0, 1 present, not voting. 

ED: 
,_ 3/- 'Ul/7 

Date 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

FISCAL NOTE, 85TH LEGISLATIVE REGULAR SESSION 

May 24, 2017 

TO: Honorable Joe Straus, Speaker of the House, House of Representatives 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities; creating a criminal offense. ), 
As Passed 2nd House 

No significant fiscal implication to the State is anticipated. 

The bill would amend the Revised Statutes relating to the benefits of police and fire fighters in the 
City of Dallas. The bill would modify many components of the retirement system. This analysis 
focuses on the most significant changes. 

The Dallas Police and Fire Pension System (Pension) has three tiers based on date of hire. The bill 
would increase the retirement age for Tier 1 (hired before 1/1/2007) and Tier 2 (hired between 
1/112007 and 2/28/2011) from 50 to 58, and increase Tier 3 (hired after 2/28/2011) from 55 to 58. 
Early retirement is a current option for Tiers 1 and 2 beginning at age 45. The bill would allow 
members in all three tiers to retire at age 53 with reduced benefits. 

The bill would change the maximum benefit for Tiers 1 and 2 from 96 percent of computation pay 
to 90 percent of computation pay. Computation pay is based on the pay rate for an employee's 
highest civil service rank, educational incentive pay, longevity pay, and city service incentive 
pay. 

The bill would limit the number of years a member could participate in a deferred retirement 
option plan (DROP) to I 0 years. Currently there is no limit to DROP participation. The bill would 
prohibit an active DROP participant from receiving a distribution from the DROP account. The bill 
would remove authority allowing active DROP accounts to earn interest. DROP accounts would be 
distributed as an annuity over the life expectancy of the member. Current law allows DROP 
participants to receive a single lump sum distribution. 

The bill would allow the Pension to make cost of living adjustments (COLA). Currently Tier l 
receives a 4 percent simple COLA every year. Tiers 2 and 3 receive an ad hoc COLA not to exceed 
4 percent simple COLA on the base benefit. The bill would adjust Tier l to match Tiers 2 and 3 
and make the COLA dependent on reaching certain financial benchmarks. The benchmark, the 
market value of assets divided by the Pensions actuarial accrued liabilities, must be greater than or 
equal to .70. The bill would prohibit DROP accounts from receiving a COLA. 

The bill would allow retiree DROP participants to accrue interest on the accounts equal to the 10-
year note issued by the United States Department of the Treasury or other federal treasury note. 
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The bill would set the employee contribution rates to 13.5 percent for active members. Under 
current law, Tier 1 employees contribute 6.5 percent and Tier 2 employees contribute 8.5 percent. 

The bill would set the contribution rate for the City of Dallas to 34.5 percent of computation pay. 
Under current law, the City of Dallas contribution rate is set based on the employee contribution 
rate and capped at 28.5 percent of total salaries and wages. 

According to an actuarial analysis provided by the City of Dallas, the bill would require the City 
of Dallas to contribute an additional $11.0 million each year. Beginning on or after September 1, 
2019 the $11.0 million contributions would cease if the unfunded actuarial accrued liability 
(UAAL) is not projected to be paid off within 35 years while including the additional $11.0 
million. 

The bill would create a Class B misdemeanor if an employee or other agent acting on behalf of the 
pension system knowingly provides false information to the Pension Review Board. 

The bill would repeal Section 3.01(c), Section 4.01(b), Section 4.02 (f), Section, 606(i) and (s), 
Section 6.10B(h), Section 6.14(i) and (k), and Part 7 of Article 6243a-1, Revised Statutes. 

Local Government Impact 

According to an actuarial analysis provided by the City of Dallas, the current pension system will 
become insolvent within the next I 0 years. 

The Pension currently has an unfunded liability of $3,696.0 million. Under the provisions of the 
bill, the unfunded liability would decline to $2,280.0 million. The funded ratio would increase 
from 36.8 percent to 48.6 percent. 

According to the actuarial analysis, implementing provisions of the bill would result in the UAAL 
being paid off in 58 years. The actuarial analysis assumes that the additional $11.0 million 
contribution will end September 2019. However, if the city contributes the additional $11.0 
million every year, regardless of the projected years to full funding as of January 1, 2019, the 
UAAL is projected to be paid off in 48 years. 

The City of Dallas estimates the bill would require the city to spend an additional $22.8 million in 
fiscal year 2018 and an estimated $161.9 million over five years. 

A Class B misdemeanor is punishable by a fine of not more than $2,000, confinement in jail for a 
term not to exceed 180 days, or both. Costs associated with enforcement, prosecution and 
confinement could likely be absorbed within existing resources. Revenue gain from fines imposed 
and collected is not anticipated to have a significant fiscal implication. 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, JGA, AG, GG, BM, BRi 
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LEGISLATIVE BUDGET BOARD 
Austin, Texas 

FISCAL NOTE, 85TH LEGISLATIVE REGULAR SESSION 

May 19, 2017 

TO: Honorable Joan Huffman, Chair, Senate Committee on State Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board , 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities; creating a criminal offense.), 
Committee Report 2nd House, Substituted 

No significant fiscal implication to the State is anticipated. 

The bill would amend the Revised Statutes relating to the benefits of police and fire fighters in the 
City of Dallas. The bill would modify many components ofthe retirement system. This analysis 
focuses on the most significant changes. 

The Dallas Police and Fire Pension System (Pension) has three tiers based on date of hire. The bill 
would increase the retirement age for Tier 1 (hired before 1/1/2007) and Tier 2 (hired between 
1/1/2007 and 2/28/2011) from 50 to 58, and increase Tier 3 (hired after 2/28/2011) from 55 to 58. 
Early retirement is a current option for Tiers 1 and 2 beginning at age 45. The bill would allow 
members in all three tiers to retire at age 53 with reduced benefits. 

The bill would change the maximum benefit for Tiers 1 and 2 from 96 percent of computation pay 
to 90 percent of computation pay. Computation pay is based on the pay rate for an employee's 
highest civil service rank, educational incentive pay, longevity pay, and city service incentive 
pay. 

The bill would limit the number of years a member could participate in a deferred retirement 
option plan (DROP) to 10 years. Currently there is no limit to DROP participation. The bill would 
prohibit an active DROP participant from receiving a distribution from the DROP account. The bill 
would remove authority allowing active DROP accounts to earn interest. DROP accounts would be 
distributed as an annuity over the life expectancy of the member. Current law allows DROP 
participants to receive a single lump sum distribution. 

The bill would allow the Pension to make cost of living adjustments (COLA). Currently Tier 1 
receives a 4 percent simple COLA every year. Tiers 2 and 3 receive an ad hoc COLA not to exceed 
4 percent simple COLA on. the base benefit. The bill would adjust Tier 1 to match Tiers 2 and 3 
and make the COLA dependent on reaching certain financial benchmarks. The benchmark, the 
market value of assets divided by the Pensions actuarial accrued liabilities, must be greater than or 
equal to .70. The bill would prohibit DROP accounts from receiving a COLA. 

The bill would allow retiree DROP participants to accrue interest on the accounts equal to the 10-
year note issued by the United States Department of the Treasury or other federal treasury note. 
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The bill would set the employee contribution rates to 13.5 percent for active members. Under 
current law, Tier 1 employees contribute 6.5 percent and Tier 2 employees contribute 8.5 percent. 

The bill would set the contribution rate for the City of Dallas to 34.5 percent of computation pay. 
Under current law, the City of Dallas contribution rate is set based on the employee contribution 
rate and capped at 28.5 percent of total salaries and wages. 

According to an actuarial analysis provided by the City of Dallas, the bill would require the City 
of Dallas to contribute an additional $11.0 million each year. Beginning on or after September 1, 
2019 the $11.0 million contributions would cease if the unfunded actuarial accrued liability 
(UAAL) is not projected to be paid off within 35 years while including the additional $11.0 
million. 

The bill would create a Class B misdemeanor if an employee or other agent acting on behalf of the 
pension system knowingly provides false information to the Pension Review Board. 

The bill would repeal Section 3.0l(c), Section 4.0l(b), Section 4.02 (f), Section, 606(i) and (s), 
Section 6.10B(h), Section 6.14(i) and (k), and Part 7 of Article 6243a-l, Revised Statutes. 

Local Government Impact 

According to an actuarial analysis provided by the City of Dallas, the current pension system will 
become insolvent within the next 10 years. 

The Pension currently has an unfunded liability of$3,696.0 million. Under the provisions ofthe 
bill, the unfunded liability would decline to $2,280.0 million. The funded ratio would increase 
from 36.8 percent to 48.6 percent. 

According to the actuarial analysis, implementing provisions of the bill would result in the UAAL 
being paid off in 58 years. The actuarial analysis assumes that the additional $11.0 million 
contribution will end September 2019. However, if the city contributes the additional $11.0 
million every year, regardless of the projected years to full funding as of January 1, 2019, the 
UAAL is projected to be paid off in 48 years. 

The City of Dallas estimates the bill would require the city to spend an additional $22.8 million in 
fiscal year 2018 and an estimated $161.9 million over five years. 

A Class B misdemeanor is punishable by a fine of not more than $2,000, confinement in jail for a 
term not to exceed 180 days, or both. Costs associated with enforcement, prosecution and 
confinement could likely be absorbed within existing resources. Revenue gain from fines imposed 
and collected is not anticipated to have a significant fiscal implication. 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, JGA, AG, GG, BM, BRi 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

FISCAL NOTE, 85TH LEGISLATIVE REGULAR SESSION 

May 12, 2017 

TO: Honorable Joan Huffman, Chair, Senate Committee on State Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities; creating a criminal offense.), 
As Engrossed 

No significant fiscal implication to the State is anticipated. 

The bill would amend the Revised Statutes relating to the benefits of police and fire fighters in the 
City of Dallas. The bill would modify many components ofthe retirement system. This analysis 
focuses on the most significant changes. 

The Dallas Police and Fire Pension System (Pension) has three tiers based on date of hire. The bill 
would increase the retirement age for Tier 1 (hired before 11112007) and Tier 2 (hired between 
1/112007 and 2/28/2011) from 50 to 58, and increase Tier 3 (hired after 2/28/2011) from 55 to 58. 
Early retirement is a current option for Tiers 1 and 2 beginning at age 45. The bill would allow 
members in all three tiers to retire at age 53 with reduced benefits. 

The bill would change the maximum benefit for Tiers 1 and 2 from 96 percent of computation pay 
to 90 percent of computation pay. Computation pay is based on the pay rate for an employee's 
highest civil service rank, educational incentive pay, longevity pay, and city service incentive 
pay. 

The bill would limit the number of years a member could participate in a deferred retirement 
option plan (DROP) to 10 years. Currently there is no limit to DROP participation. The bill would 
prohibit an active DROP participant from receiving a distribution from the DROP account. The bill 
would remove authority allowing active DROP accounts to earn interest. DROP accounts would be 
distributed as an annuity over the life expectancy of the member. Current law allows DROP 
participants to receive a single lump sum distribution. 

The bill would allow the Pension to make cost of living adjustments (COLA). Currently Tier 1 
receives a 4 percent simple COLA every year. Tiers 2 and 3 receive an Ad hoc COLA not to 
exceed 4 percent simple COLA on the base benefit. The bill would adjust Tier 1 to match Tiers 2 
and 3 and make the COLA dependent on reaching certain financial benchmarks. The benchmark, 
the market value of assets divided by the Pensions actuarial accrued liabilities, must be greater 
than or equal to .70. The bill would prohibit DROP accounts from receiving a COLA. 

The bill would allow retiree DROP participants to accrue interest on the accounts equal to the 10-
year note issued by the United States Department of the Treasury or other federal treasury note. 

-, 
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The bill would set the employee contribution rates to 13.5 percent for active members. Under 
current law, Tier 1 employees contribute 6.5 percent and Tier 2 employees contribute 8.5 percent. 

The bill would set the contribution rate for the City of Dallas to 34.5 percent of computation pay. 
Under current law, the City of Dallas contribution rate is set based on the employee contribution 
rate and capped at 28.5 percent of total salaries and wages. 

According to an actuarial analysis provided by the City of Dallas, the bill would require the City 
of Dallas to contribute an additional $11.0 million each year. Beginning on or after September 1, 
2019 the $11.0 million contributions would cease if the unfunded actuarial accrued liability 
(UAAL) is not projected to be paid off within 35 years while including the additional $11.0 
million. 

The bill would create a Class B misdemeanor if an employee or other agent acting on behalf of the 
pension system knowingly provides false information to the Pension Review Board. 

The bill would repeal Section 1.01 {b). Section 3.01(c), Section 4.01(b ), Section 4.02 (f), Section, 
606(i) and (s), Section 6.10B(h), Section 6.14(i) and (k), and Part 7 ofthe Revised Statutes. 

Local Government Impact 

According to an actuarial analysis provided by the City of Dallas, the current pension system will 
become insolvent within the next 10 years. 

The Pension currently has an unfunded liability of$3,696.0 million. Under the provisions of the 
bill, the unfunded liability would decline to $2,280.0 million. The funded ratio would increase 
from 36.8 percent to 48.6 percent. 

According to the actuarial analysis, implementing provisions of the bill would result in the UAAL 
being paid off in 58 years. The actuarial analysis assumes that the additional $11.0 million 
contribution will end September 2019. However, ifthe city contributes the additional $11.0 
million every year, regardless of the projected years to full funding as of January 1, 2019, the 
UAAL is projected to be paid off in 48 years. 

The City of Dallas estimates the bill would require the city to spend an additional $22.8 million in 
fiscal year 2018 and an estimated $161.9 million over five years. 

A Class B misdemeanor is punishable by a fine of not more than $2,000, confinement in jail for a 
term not to exceed 180 days, or both. Costs associated with enforcement, prosecution and 
confinement could likely be absorbed within existing resources. Revenue gain from fines imposed 
and collected is not anticipated to have a significant fiscal implication. 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, JGA, AG, GG, BM, BRi 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

FISCAL NOTE, 85TH LEGISLATIVE REGULAR SESSION 

April 16, 2017 

TO: Honorable Dan Flynn, Chair, House Committee on Pensions 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities.), Committee Report 1st 
House, Substituted 

No significant fiscal implication to the State is anticipated. 

The bill would amend the Revised Statutes relating to the benefits of police and fire fighters in the 
City of Dallas. The bill would modify many components of the retirement system. This analysis 
focuses on the most significant changes. 

lhe Dallas Police and Fire Pension System (Pension) has three tiers based on date of hire. The bill 
would increase the retirement age for Tier 1 (hired before 1 I 1 /2007) and Tier 2 (hired between 
:11/2007 and 2/28/2011) from 50 to 58, and increase Tier 3 (hired after 2/28/2011) from 55 to 58. 
Early retirement is a current option for Tiers 1 and 2 beginning at age 45. The bill would allow 
members in all three tiers to retire at age 53 with reduced benefits. 

The bill would change the maximum benefit for Tiers 1 and 2 from 96 percent of computation pay 
to 90 percent of computation pay. Computation pay is based on the pay rate for an employee's 
highest civil service rank, educational incentive pay, longevity pay, and city service incentive 
pay. 

The bill would limit the number of years a member could participate in a deferred retirement 
option plan (DROP) to 10 years. Currently there is no limit to DROP participation. The bill would 
prohibit an active DROP participant from receiving a distribution from the DROP account. The bill 
would remove authority allowing active DROP accounts to earn interest. DROP accounts would be 
distributed as an annuity over the life expectancy of the member. Current law allows DROP 
participants to receive a single lump sum distribution. 

The bill would allow the Pension to make cost ofliving adjustments (COLA). Currently Tier 1 
receives a 4 percent simple COLA every year. Tiers 2 and 3 receive an Ad hoc COLA not to 
exceed 4 percent simple COLA on the base benefit. The bill would adjust Tier 1 to match Tiers 2 
and 3 and make the COLA dependent on reaching certain financial benchmarks. The benchmark, 
the market value of assets divided by ~he Pensions actuarial accrued liabilities, must be greater 
than or equal to .70. The bill would prohibit DROP accounts from receiving a COLA 

The bill would allow retiree DROP participants to accrue interest on the accounts equal to the 10-
year note issued by the United States Department of the Treasury or other federal treasury note. 

..... · •• ··' '· - / 
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The bill would set the employee contribution rates to 13.5 percent for active members. Under 
current law, Tier 1 employees contribute 6.5 percent and Tier 2 employees contribute 8.5 percent. 

The bill would set the contribution rate for the City of Dallas to 34.5 percent of computation pay. 
Under current law, the City of Dallas contribution rate is set based on the employee contribution 
rate and capped at 28.5 percent of total salaries and wages. 

According to an actuarial analysis provided by the City of Dallas, the bill would require the City 
of Dallas to contribute an additional $11.0 million each year. Beginning on or after September 1, 
2019 the $11.0 million contributions would cease if the unfunded actuarial accrued liability 
(UAAL) is not projected to be paid off within 35 years while including the additional $11.0 
million. 

The bill would repeal Section 1.01 (b). Section 3.01(c), Section 4.0l(b), Section 4.02 (f), Section, 
606(i) and (s), Section 6.10B(h), Section 6.14(i) and (k), and Part 7 ofthe Revised Statutes. 

Local Government Impact 

According to an actuarial analysis provided by the City of Dallas, the current pension system will 
become insolvent within the next 10 years. 

The Pension currently has an unfunded liability of$3,696.0 million. Under the provisions of the 
bill, the unfunded liability would decline to $2,280.0 million. The funded ratio would increase 
from 36.8 percent to 48.6 percent. 

According to the actuarial analysis, implementing provisions of the bill would result in the UAAL 
being paid off in 58 years. The actuarial analysis assumes that the additional $11.0 million 
contribution will end September 2019. However, if the city contributes the additional $11.0 
million every year, regardless of the projected ye-ars to full funding as of January 1, 2019, the 
UAAL is projected to be paid off in 48 years. 

The City of Dallas estimates the bill would require the city to spend an additional $22.8 million in 
fiscal year 2018 and an estimated $161.9 million over five years. 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, AG, GG, BM, BRi 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

FISCAL NOTE, 85TH LEGISLATIVE REGULAR SESSION 

Apri I 2, 2017 

TO: Honorable Dan Flynn, Chair, House Committee on Pensions 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities.), As Introduced 

'No significant fiscal implication to the State is anticipated. 

The bill would amend the Revised Statutes relating to the benefits of police and fire fighters in the 
City of Dallas. The bill would modify many components ofthe retirement system. This analysis 
focuses on the most significant changes. 

The Dallas Police and Fire Pension System (Pension) has three tiers based on date of hire. The bill 
would increase the retirement age for Tier 1 (hired before 11112007) and Tier 2 (hired between 
111/2007 and 2/28/2011) from 50 to 58, and increase Tier 3 (hired after 2/28/2011) from 55 to 58. 
Early retirement is a current option for Tiers 1 and 2 beginning at age 45. The bill would allow 
members in all three tiers to retire at age 53 with reduced benefits. 

The bill would change the maximum benefit for Tiers 1 and 2 from 96 percent of computation pay 
to 90 percent of computation pay. Computation pay is based on the pay rate for an employee's 
highest civil service rank, educational incentive pay, longevity pay, and city service incentive 
pay. 

The bill would limit the number of years a member could participate in a deferred retirement 
option plan (DROP) to l 0 years. Currently there is no limit to DROP participation. The bill would 
prohibit an active DROP participant from receiving a distribution from the DROP account. The bill 
would remove authority allowing active DROP accounts to earn interest. DROP accounts would be 
distributed as an annuity over the life expectancy of the member. Current law allows DROP 
participants to receive a single lump sum distribution. 

The bill would allow the Pension to make cost of living adjustments (COLA). Currently Tier 1 
receives a 4 percent simple COLA every year. Tiers 2 and 3 receive an Ad hoc COLA not to 
exceed 4 percent simple COLA on the base benefit. The bill would adjust Tier 1 to match Tiers 2 
and 3 and make the COLA dependent on reaching certain financial benchmarks. The benchmark, 
the market value of assets divided by the Pensions actuarial accrued liabilities, must be greater 
than or equal to .70. The bill would prohibit DROP accounts from receiving a COLA. 

The bill would allow retiree DROP participants to accrue interest on the accounts equal to the 10-
year note issued by the United States Department of the Treasury or other federal treasury note. 

The bill would set the employee contribution rates to 13.5 percent for active members. Under 

• • 
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current law, Tier 1 employees contribute 6.5 percent and Tier 2 employees contribute 8.5 percent. 

The bill would set the contribution rate for the City of Dallas to 34.5 percent of computation pay. 
Under current law, the City of Dallas contribution rate is set based on the employee contribution 
rate and capped at 28.5 percent of total salaries and wages. 

According to an actuarial analysis provided by the City of Dallas, the bill would require the City 
of Dallas to contribute an additional $11.0 million each year. Beginning on or after September 1, 
2019 the $11.0 million contributions would cease if the unfunded actuarial accrued liability 
(UAAL) is not projected to be paid offwithin 35 years while including the additional $11.0 
million. 

The bill would repeal Section 3.0l(c), Section 4.0l(b), Section 4.02 (f), Section, 606(i) and (s), 
Section 6.1 OB(h), Section 6.14(i) and (k), and Part 7 of the Revised Statutes. 

Local Government Impact 

According to an actuarial analysis provided by the City of Dallas, the current pension system will 
become insolvent within the next 10 years. 

The Pension currently has an unfunded liability of$3,696.0 million. Under the provisions of the 
bill, the unfunded liability would decline to $2,186.0 million. The funded ratio would increase 
from 36.8 percent to 49.6 percent. 

According to the actuarial analysis, implementing provisions of the bill would result in the UAAL 
being paid off in 48 years. The actuarial analysis assumes that the additional $11.0 million 
contribution will end September 2019. However, if the city contributes the additional $11.0 
million every year, regardless of the projected years to full funding as of January I, 2019, the 
UAAL is projected to be paid off in 40 years. 

The City of Dallas estimates the bill would require the city to spend an additional $22.8 million in 
fiscal year 2018 and an estimated $161.9 million over five years. 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, AG, GG, BM, BRi 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

ACTUARIAL IMPACT STATEMENT 

85TH LEGISLATIVE REGULAR SESSION 

May 24, 2017 

TO: Honorable Joe Straus, Speaker of the House, House of Representatives 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities; creating a criminal offense. ), 
As Passed 2nd House 

The following information was supplied by Agency 338- Pension Review Board: 

HB 3158 As passed 2nd House would make significant changes to Article 6243a-l, Title I 09 Revised Civil 
Statutes (affecting the Dallas Police and Fire Pension System (DPFPS)) to increase both employee and City of 
Dallas (City) contributions; modify future benefit accruals; provide a retroactive multiplier increase for certain 
members; modify DROP participation and cost of living adjustments; make changes to the composition and 
governance structure of the DPFPS board (board); and require the establishment of an investment advisory 
committee. Article 6243a-l estabhshes the basic governing structure of the DPFPS. 
The proposed changes to the bill, if enacted, would significantly improve the actuarial soundness of the system. 
Under the existing plan structure, the plan is expected to become insolvent within the next 10 years. While the 
bill does not immediately bring the amortization period down to 40 years, which is the maximum 
recommended amortization period according to PRB Guidelines for Actuarial Soundness currently in effect, it 
sets the system on a path to full funding within a finite period. 
The actuarial analysis provides the following details regarding the impact of the bill on projected January I, 
2017 actuarial valuation results: 

Dallas Police and Fire Pension System Current HB3158 
Estimated Impact As of 1/1/2017 ($Millions) Plan 

City Contribution* 27.5% 34.5% 
Employee Contribution 8.5% 13.5% 
Total Contribution 36.0% 48.0% 

Total Normal Cost, before administrative $84 $60 
expenses 

Total Normal Cost as a %of Pay 22.6% 16.1% 

Actuarial Accrued Liabilities (AAL) $5,849 $4,402 

Actuarial Value of Assets (AVA) ($2,153) ($2, 153) 

Unfunded Actuarial Accrued Liability (millions) $3,696 $2,249 

Funded Ratio 36.8% 48.9% 
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Amortization Period** Infinite 46 

(never) 

*Amount ts a percentage of total pay for current plan and a percentage of computation pay for the If Bill Enacted scenarios, but 
does not mclude additional flat dollar annual contributions or the mmimum dollar floor, as outltned m the Summary of Plan 
Changes 
** Takes into account the addttional $13 mtllion annual contribution for the period September I, 2017 -December 31, 2024 

The bill provides for an ad-hoc COLA that may not be paid unless the funded ratio is at least 70%. The 
amortization period presented above assume that no COLA is paid until the plan is fully funded. The plan is 
expected to reach a 70% funding ratio in 204 7. Segal has indicated if a 2% COLA is paid beginning with the 
year 204 7, the UAAL would increase by approximately $51 million and amortization period would increase to 
55 years. The PRB recommends that the costs of benefit changes, including any ad-hoc COLAs, should be 
actuarially valued prior to adoption to ensure that additional costs will be funded adequately. The PRB 
therefore recommends that as the funded ratio and amortization period of the plan improves, the board examine 
the likelihood ofpaying any ad-hoc COLAs and include them in future valuations. 
The contribution policy for the City would be a fixed percentage of pay plus a flat dollar contribution per year 
through the end of 2024. However, the fixed percentage contribution would be subject to a minimum dollar 
floor in each year (Employer Contributions as outlined in the Summary of Plan Changes section). In addition, 
during 2024, the bill requires the system to engage an independent actuary, as selected by the PRB, to provide 
recommendations regarding potential contribution or benefit changes that ensure the system remains actuarially 
sound. The board is required to submit a plan to the PRB that takes into consideration the independent actuary's 
recommendations outlining steps that will ensure the system remains on a path to financial solvency. 
ACTUARIAL EFFECTS 
The actuarial analysis provided by the plan's actuary states that although the retirement system is not projected 
to reach 100% funding within 30 years, it is projected to eventually become fully funded. The plan's actuary 
further states that currently the System is projected to become insolvent within the next I 0 years. PRB's 
actuarial review states that the bill would make the retirement system less unsound and would set it on a path to 
full funding within a finite period. 
Based on the results outlined in the actuarial analysis, DPFPS is likely to be immediately subject to the FSRP 
requirements in Texas Government Code Section 802.2015 once the January I, 2017 actuarial valuation is 
finalized. However, based on the actuarial analysis, the changes made under the bill will be sufficient to satisfy 
the Funding Soundness Restoration Plan requirements. 
Furthermore, the PRB actuarial review states that it is important to recognize that even after the changes enacted 
by the bill, if all assumptions are met, the UAAL is still expected to grow and the funded ratio is expected to 
decline in the near term. Also, 90% or more of the City's contribution will be used to pay off the unfunded 
actuarial accrued liability (UAAL) and therefore any reduction in the City contribution will increase the 
expected time to fully fund the plan. The actuarial analysis also illustrates the impact or funding risk associated 
with a prolonged reduction in payroll, which would have the effect of lowering the total dollar amount 
contributed by the City, by assuming actual payroll is 90% of the projected payroll provided by the City. This 
results in an amortization period of 59 years. However, the minimum contribution requirement under the 
Employer Contribution provisions of the bill ensures this has minimal impact until after the floor and additional 
dollar contribution expire at the end of 2024. During the seventh year, the bill requires the system to engage an 
independent actuary, selected by the PRB, to provide recommendations regarding potential contribution or 
benefit changes that ensure the system remains actuarially sound after the contribution floor, including the 
additional flat dollar contribution, expires. 
In addition, the board is required to adopt rules and submit a plan to the PRB to comply with any funding and 
amortization period requirements contained in the Texas Government Code (Funding Soundness Restoration 
Plan). This plan would be required to take into consideration the independent actuary's recommendations and 
outline steps to ensure the retirement system remains on a path to financial solvency. 
Below is a table of the total projected contribution amounts (City plus employee contributions) under the 
current and proposed plans for the next I 0 years: 

Projected Total Contributions 

(in millions) 
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Valuation Current HB 
Year Plan 3158 

2017 $140 $159 

2018 137 201 

2019 144 210 

2020 149 215 

2021 153 221 

2022 159 227 

2023 165 223 

2024 171 231 

2025 177 226 

2026 184 234 

2027 191 243 

Actuarial Assumptions and Methods 
The assumptions and methods are the same as used in the January 1, 20 16 actuarial valuation report except as 
noted in the following table. 

Summary of Changes in Assumptions 
Discount Rate 
7.25%- same as the January 1, 2016 actuarial valuation 
Investment Return 
Market value returns assumed to be 5.00% in 2016, -1.74% in 2017, 5.00% in 2018, 6.50% in 2019, 7.00% in 
2020, and 7.25% thereafter. Assumed rates of return were provided by the System. 
Actuarial Value of Assets 
Set equal to market value of assets 
Administrative Expenses 
The greater of $10 million or I% of computation pay 
DROP Utilization 
It is assumed that there will be no future entrants into DROP 
Salary Increases 
Select rates added for years 2016 - 2018. 
2016 and 2018- 10% ifO- 10 years, 7% if 11 - 12 years, and 2% if 12 years 
2017 - 5% if 0 - 10 years, 2% for all others 
Current salary scale applies in 2019 and beyond 
Total Computation Payroll 

Year Payroll 

2017 $372,000,000 

2018 $364,000,000 

2019 $383,000,000 

2020 $396,000,000 

2021 $408,000,000 
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2022 $422,000,000 

2023 $438,000,000 

2024 $454,000,000 

2025 $471,000,000 

2026 $488,000,000 

2027 $507,000,000 

2028 $525,000,000 

2029 $545,000,000 

2030 $565,000,000 

2031 $581 ,000,000 

2032 $597,000,000 

2033 $614,000,000 

2034 $631,000,000 

2035 $648,000,000 

2036 $666,000,000 

2037 $684,000,000 

2.75% in all other years 
Overtime 
The City is no longer assumed to contribute an amount ll% greater than computation pay for overtime work. 
This assumption does not impact benefits or liabilities. 
Cost of Living Adjustment (COLA) 
Future COLAs are dependent upon reaching certain financial benchmarks and Board approval therefore no 
future COLAs have been included in this analysis. 
Retirement Rates 
Retirements are assumed to occur on January 1st. 
In 2016, rates are increased by 5 percentage points for those participants who have been in DROP for six years 
or more. 
Beginning in 2017, the current valuation retirement rates apply, with the following exception: 
Current Active DROP Participants 

• If at least 8 years in DROP as of Ill /2017, l 00% retirement rate in 2018 
• If less than 8 years in DROP as of 1/1/2017, 50% retirement rate in 2018 

Retirement Rates Beginning in 2018 for those not in DROP: 

Tiers l Tier l, at 
& 2, <20 least 20 

YOS YOS 
as of as of Tier 

Age 9/l/2017 9/112017 l 

<50 1% 1% 1% 

50 10% 20% 5% 

51 5% 10% 5% 

52 5% 10% 5% 
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53 5% 10% 5% 

54 5% 20% 10% 

55 15% 40% 20% 

56 10% 50% 30% 

57 5% 50% 40% 

58 60% 60% 50% 

59 50% 60% 50% 

60 50% 60% 50% 

61 50% 60% 50% 

62 100% 100% 100% 

100% retirement assumed once total of benefit multipliers reach 90%. 
Current terminated vested participants are assumed to retire at age 50. 
Future terminated vested participants are assumed to retire at age 58. 
DROP Distribution 
Current retirees - For those who were retirees as of January 1, 2016, 57.50% of the January 1, 2016 balance 
was assumed to be paid out in 2016 and 10% of the January 1, 2017 account balance is assumed to be paid out 
in 2017. Beginning January 1, 2018, the remainder of the DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 23 years. It is understood that the actual date 
of the change in DROP account distributions may occur prior to January I, 2018. 
Current actives - 1 0% of the January I, 20 17 account balances are assumed to be paid out in 201 7 for 
participants that retire in 2017. Beginning January I, 2018, DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement, based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 21 years if the Normal Retirement Age is 58. It 
is understood that the actual date of the change in DROP account distributions may occur prior to January 1, 
2018. 
DROP Account Interest 
Current retirees- 2.75%; 
Current actives - 2. 75%; only the DROP account balance as of September 1, 2017 receives interest upon 
retirement. DROP contributions into existing DROP accounts after September 1, 2017 and future DROP 
participants receive 0% interest during the DROP and upon retirement. 

SYNOPSIS OF PROVISIONS 
CR2H HB 3158 would amend and add sections to Title 109, Revised Civil Statutes Article 6243a-1 to reduce 
benefits (summarized in the table below), increase both employee and City contributions, change the board's 
composition and governance structure, and require the creation of an investment advisory committee. 
Board Composition 
The bill would change the board composition by establishing new requirements for trustee positions. Six of the 
board trustees would be selected by the mayor in consultation with city council and five would be selected by 
the pension system. The board may not take any action until there are at least 10 initial trustees have been 
appointed. 
Board Governance 
The bill would clarify that the executive director is a fiduciary of the pension system if acting in their own 
discretion, whereas currently the statute states that the "administrator" of the plan is not a fiduciary. If the 
executive director is acting at the discretion of the board and not exercising their own discretion, the executive 
director does not owe a fiduciary duty. 
The bill would require at least a two-thirds vote of the full board (8 out of 11 trustees) for creating an alternative 
benefit plan, reducing the city contribution rate, increasing the member contribution rate, lowering benefits or 
otherwise reducing amounts payable to, or accrued for, the benefit of any member, or any rules requiring the 
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equitable return of funds paid to or credited to the benefit of a member or pensioner. An alternative benefit plan 
may only be established if the pension system's actuary determines that its implementation would allow the 
pension system to continue to comply with funding and amortization period requirements, and if the PRB 
conducts a review of and validates this detennination. 
The PRB would be entitled to all documents and other information provided by DPFPS to the public, which 

would then be subject to an independent review by the PRB. Any employee or other agent acting on behalf of 
DPFPS or the city must certify to the PRB that any information provided is accurate and based on realistic 
assumptions. 
The bill would also require the board to adopt a code of ethics and require the board members to take pension­
related training from a manual created by the DPFPS executive director. 
Actuarial Analysis 
Prior to July I, 2024 the PRB would select an actuary without conflicts to be hired by the board to perform an 
analysis based on the January I, 2024 actuarial valuation prepared by the pension system. The analysis would 
include a conclusion by the actuary on whether the plan meets then-current PRB pension funding guidelines, 
and the actuary would recommend changes to benefits, member or city contributions to be submitted to the 
board by October I, 2024. The board will consider the recommendations and adopt the changes it deems 
necessary. The legislature must approve the changes for them to become part of the statute. 
City Contnbutions 
The bill increases both employee and City contributions. The contribution policy for the City would be a fixed 
percentage of pay plus a flat dollar contribution per year through the end of 2024. However, the fixed 
percentage contribution would be subject to a minimum dollar floor in each year through 2024. 
Investment Advisory Committee 
The bill would require the board to establish an investment advisory committee. The committee would be 
composed of a majority of outside investment professionals, as well as sitting board members. The committee 
would review investment-related matters and make recommendations to the board. In addition, the bill would 
require at least a two-thirds vote by the board to approve each alternative investment. 
Eqmtable Adjustments to Benefits 
The bill would allow the board to consider and adopt rules requiring the equitable return of funds paid or 
credited to the benefit of a member or a pensioner before 911117, including the return of excessive interest 
credited to a member's DROP account and excessive adjustments made as disability or COLA benefits. The bill 
also outlines the adjudication process for any judicial challenges to the equitable return of funds as required by 
the board. 
DROP Payment Options 
A member who terminated service before 9/1/2017 shall have their DROP account annuitized in either monthly 
or yearly distributions based on the member's election. Additionally, a member who has a financial hardship 
that was not reasonably foreseeable may obtain a distribution from the member's DROP account resulting in a 
corresponding reduction in the total number or amount of annuity payments. The board shall adopt rules 
regarding what constitutes an unforeseeable emergency or hardship, and in adopting the rules, the board shall 
provide flexibility to members. 
Prohibition on Certain Distributions 
If the bill receives the required votes, distributions from DROP accounts are immediately prohibited, except in 
certain cases including a minimum annual distribution until August 31, 2017. The board of trustees shall 
provide data or other information requested to the PRB in order for the PRB to determine whether DPFPS has 
violated the prohibition of certain distributions provision by August 31, 2017. All changes enacted by this bill 
would be rescinded if the PRB determines that the board violates this restriction. 
Effective Date 
Except as otherwise provided by the Act, the Act takes effect on September 1, 2017. 
The following table outlines the primary changes to benefit provisions included in the bill. 

Summary of Plan Changes 

Normal Retirement Benefit 

Eligibility 

Current Tier 3: Age 55 and I 0 Years of Service 
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Proposed Tier 3: Age 58 and 5 Years of Service 

Amount 

Current Tiers 1 & 2: 3.0% x Years of Service x Final Average Salary, no more than 96% x Final Average 
Salary or less than $2,200 per month (minimum is prorated for periods of service less than 20) 
Tier 3: [Years of Service (up to 20) x 2.0% Years of Service (>20, <=25) x 2.5% Years of 

Service (>25) x 3.0%] x Final Average Salary, not less than $110 x Years of Service (up to 20) 

Proposed Tiers 1 & 2: [3.0% x Years of Service (prior to September 1, 20 17) Percent Multiplier (in table 
below) x Years of Service (after September I, 20 17)] x Final Average Salary, max is the greater 
of i. 90% or ii. the vested accrued benefit as of August 31, 2017 

Age at Percent 
Retirement Multiplier 

57 2.40% 
56 2.30% 
55 2.20% 
54 2.10% 

53 and younger 2.00% 

Tier 3: Years of Service x 2.5% x Final Average Salary, max 90% 

Final Average Salary 

Current Tiers l & 2: Highest 36 month period 
Proposed Tiers 1 & 2: Highest 36 month period for service prior to September 1, 2017 and highest 60 

month period for service after September 1, 20 17 

Early Retirement Benefit 

Eligibility 

Current Tiers 1 & 2: Age 45 and 5 Years of Service or 20 Years of Service 

Tier 3: N/A 

Proposed Tiers 1 & 2: Age 45 and 5 Years of Service, if 45 years or older as of September 1, 2017, age 53 
and 5 Years of Service otherwise, or 20 Years of Service 
Tier 3: Age 53 and 5 Years of Service or 20 Years of Service 

Amount 

Current Tiers 1 & 2 wtth 20 Years of Service - replace 3% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

48 & 49 2.75% 

47 2.50% 

46 2.25% 

45 or younger 2.00% 
Tiers 1 & 2 with less than 20 Years of Service: Reduction equal to 2/3 of 1% per month retirement date 

precedes age 50. 
Proposed Tiers I & 2 with 20 Years of Service accrued as of September 1, 2017 - replace 3% multiplier 

with the following based on age at retirement: 

Age at 

Retirement Multiplier 
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48 &49 2.75% 

47 2.50% 

46 2.25% 

45 and younger 2.00% 
All others with 20 Years of Service - replace 2.5% multiplier with the following based on age at retirement: 

Age at 

Retirement Multiplier 

57 2.40% 

56 2.30% 

55 2.20% 

54 2.10% 

53 and younger 2.00% 

With less than 20 Years of Service: Reduction equal to 2/3 of 1% per month retirement date precedes age 45 if 
45 years or older as of September 1, 2017, age 53 otherwise. 

Unreduced at any retirement age if a member's pension is equal to 90% of Final Average Salary. 

Supplemental Retirement Benefit 

Current The greater of$75 per month or 3% of their Normal or Early Retirement Benefit, payable 
beginning at age 55 

Proposed Payable only to those receiving the supplement as of September l, 2017 

Vesting 

Current Tier 3: I 0 Year Cliff 

Proposed Tier 3: 5 Year Chff 

Cost of Living Adjustment 

Current Tier 1: 4.0% simple 
Proposed Ad-hoc which may only be paid if the plan is at least 70% funded after taking into account the 

COLA equal to a simple crediting rate on October 1 equal to l 00% of the average annual rate of actual 
investment return for the five-year period ending on the preceding December 31 minus 5%, and not to exceed 
4%, beginning at the earlier of age 62 or 3 years after retirement. 

Deferred Retirement Option Plan 

Active 
Current Interest credited is 6% effective October l, 2016 dropping to 5% effective October I, 2017 and 

variable based on the plan's funded ratio thereafter. 
Funded Ratio Crediting Rate 
>=95% 7.0% 
90%-94% 6.5% 
85o/o-89% 6.0% 
65o/o-84% 5.0% 
60%-64% 4.0% 
55%-59% 3.0% 
<55% 0.0% 

COLA credited to account 
No maximum participation period 
May elect a lump sum distribution or leave up to I 00% of account balance in plan at separation of service and 

continue to accrue interest credit 

Proposed No interest credited to account 
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No COLA credited to account 
I 0 year maximum participation period 
DROP balance distributed over the life expectancy at separation of service, 
DROP account balance as of September 1, 2017 will be annuitized using a rate on a United States Treasury or 
other federal treasury note with a reasonable duration, as determined by the Board. 

Contributions 

Employee 

Current 8.5% for non-DROP active participants & 4.0% for DROP active participants 

Proposed 13.5% as of the effective date 

Employer 

Current 27.5% of total pay 
Proposed A B, as described below 
A. 34.5% of computation pay 

The employer contributwn above will be no less than 
1. $5,173,000 for each of the pay periods beginning in 20 17; 
11. $5,344,000 for each ofthe pay periods beginning in 2018; 
111. $5,571,000 for each of the pay periods beginning in 2019; 
1v. $5,724,000 for each of the pay periods beginning in 2020; 
v. $5,882,000 for each ofthe pay periods beginning in 2021; 
VI. $6,043,000 for each of the pay periods beginning in 2022; 
v11. $5,812,000 for each ofthe pay periods beginning in 2023; 
vm. $6,024,000 for each of the pay periods beginning in 2024; and 
IX. $0 thereafter 
B. 1 /26th of $13 million per pay period for each pay period beginning after September 1, 2017 and before 
December 3 I, 2024 
The contributions outlined above would remain in force as long as the system has a UAAL. If the plan is fully 
funded, contributions would be split equally between the city and members. 

FINDINGS AND CONCLUSIONS 

G1ven that the bill provisions for DPFPS would increase the total contribution rate and reduce current liabilities, 
it would increase the long-term funding security for all members of the affected retirement systems. It would 
impact all current and future active members because it increases the employee contributions for all groups of 
members. In addition, certain classes of active and inactive members are impacted by changes in plan 
provisions. Current active members would see changes to their prospective and retroactive benefit multiplier, as 
well as changes to retirement eligibility requirements and contribution requirements. Limits would be placed on 
the total DROP participation period and future interest accruals for current and future DROP participants. The 
bill would also make changes to future cost of living adjustments (COLA) that will impact current and future 
retirees and beneficiaries. 
The actuarial review states that the actuarial assumptions and methods are the same as used by Segal for the 
January I, 2016 actuarial valuation, except as noted in the Summary of Changes in Assumptions table above. 
The assumptwns and methods used by Segal are reasonable. 
Finally, based on the results outlined in the actuarial analysis, DPFPS is likely to be subject to the Funding 
Soundness Restoration Plan (FSRP) requirements outlined in Texas Government Code Section 802.2015 once 
the January 1, 20 17 actuarial valuation is finalized. However, based on the actuarial analysis, the changes made 

under the bill will be sufficient to satisfy the Funding Soundness Restoration Plan requirements. 

METHODOLOGY AND STANDARDS 
According to the PRB actuaries, to the best of their knowledge, no material biases exist with respect to the data, 
methods or assumptions used to develop the analysis other than those specifically identified above and in the 
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actuarial review. The PRB did not audit the information provided but has rev1ewed the information for 
reasonableness and consistency with other information provided by or for the affected retirement systems. The 

PRB is not responsible for the accuracy or completeness of the information provided to the agency. All 
actuarial projections have a degree of uncertainty because they are based on the probability of occurrence of 
future contingent events. Accordingly, actual results will be different from the results contained in the analysis 
to the extent actual future experience varies from the experience implied by the assumptions. This analysis is 

based on the assumption that no other leg1slatJve changes affecting the funding or benefits of DPFPS will be 

adopted. It should be noted that when several proposals are adopted, the effect of each may be compounded, 

resulting in a cost that is greater (or less) than the sum of each proposal considered independently. 

SOURCES 
Actuarial Analysis by Jeffery S. Williams, FCA, ASA, MAAA, EA, Vice President and Consulting Actuary, 
Segal Consulting, May 19,2017. 

Actuarial Review by Kenneth J. Herbold, ASA, EA, MAAA, Staff Actuary, Pension Review Board, May 23, 
2017. 

GLOSSARY 
Actuarial Accrued Liability (AAL) -The portion of the PVFB that is attributed to past service. 

Actuarial Value of Assets (AVA)- The smoothed value of system's assets. 

Amortization Payments - The yearly payments made to reduce the Unfunded Actuarial Accrued Liability 
(UAAL). 

Amortization Period - The number of years required to pay off the unfunded actuarial accrued liability. The 
State Pension Review Board recommends that funding should be adequate to amortize the UAAL over a period 
which should not exceed 40 years, with 15-25 years being a more preferable target. An amortization period of 
0-15 years is also a more preferable target. 

Actuarial Cost Method -A method used by actuaries to divide the Present Value of Future Benefits (PVFB) into 
the Actuarial Accrued Liability (AAL), the Present Value of Future Normal Costs (PVFNC), and the Normal 
Cost (NC). 

Funded Ratio (FR) - The ratio of actuarial assets to the actuarial accrued liabilities. 

Market Value of Assets (MV A)- The fair market value of the system's assets. 

Normal Cost (NC)- The portion of the PVFB that is attributed to the current year of service. 

Present Value of Future Benefits (PVFB) - The present value of all benefits expected to be paid from the plan to 
current plan participants. 

Present Value of Future Normal Costs (PVFNC) - The portion of the PVFB that will be attributed to future years 
of service. 

Unfunded Actuarial Accrued Liability (VAAL) - The Actuarial Accrued Liability (AAL) less the Actuarial 

Value of Assets (A VA). 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

ACTUARIAL IMPACT STATEMENT 

85TH LEGISLATIVE REGULAR SESSION 

May 19, 2017 

TO: Honorable Joan Huffman, Chair, Senate Committee on State Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities; creating a criminal offense.), 
Committee Report 2nd House, Substituted 

The following information was supplied by Agency 338- Pension Review Board: 

CR2H HB 3158 would make significant changes to Article 6243a-1, Title 109 Revised Civil Statutes (affecting 
the Dallas Police and Fire Pension System (DPFPS)) to increase both employee and City of Dallas (City) 
contributions; modify future benefit accruals; provide a retroactive multiplier increase for certain members; 
modify DROP participation and cost of living adjustments; make changes to the composition and governance 
structure of the DPFPS board (board); and requrre the establishment of an investment advisory committee. 
Article 6243a-l establishes the basic governing structure of the DPFPS. 

The proposed changes to the bill, if enacted, would significantly improve the actuarial soundness of the system. 
Under the existing plan structure, the plan is expected to become insolvent within the next 10 years. While the 
bill does not immediately bring the amortization period down to 40 years, which is the maximum ' 
recommended amortization period according to PRB Guidelines for Actuarial Soundnesscurrently in effect, it 
sets the system on a path to full funding within a fmite period. 

The actuarial analysis provides the following details regarding the impact of the bill on projected January 1, 
2017 actuarial valuation results: 

DaUas Police and Fire Pension System Current Plan If Bill Enacted If Bill 
Estunated Impact As of 1/112017 ($Millions) (w/COLA) Enacted 

(w/o 
COLA)* 

City Contribution** 27.5% 34.5% 34.5% 
Employee Contribution 8.5% 13.5% 13.5% 
Total Contribution 36.0% 48.0% 48.0% 
Total Normal Cost, before administrative expenses $84 $62 $60 
Total Normal Cost as a % of Pay 22.6% 16.7% 16.1% 
Actuarial Accrued Liabilities (AAL) $5,849 $4,333 $4,402 
Actuarial Value of Assets (AVA) ($2,153) ($2,153) ($2,153) 
Unfunded Actuarial Accrued Liability (millions) $3,696 $2,280 $2,249 
Funded Ratio 36.8% 48.6% 48.9% 
Amortization Period*** Infinite 55 46 

(never) 
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* This scenario was included because it was discussed at the Senate State Affairs committee 
hearing on May 18, 2017 that the automatic COLA will be changed to an ad-hoc COLA through a 
floor amendment to the bill. 
**Amount is a percentage of total pay for current plan and a percentage of computation pay for 
the If Bill Enacted scenarios, but does not include additional flat dollar annual contributions or the 
minimum dollar floor, as outlined in the Summary of Plan Changes. 
***Based on the primary contribution requirements, not the alternative contribution 
requirements, as outlined in the Summary of Plan Changes. 

The results presented under the If Bill Enacted (w/COLA) scenario assumes a 2.0% COLA is paid in all years 
beginning with the year 204 7. As written, the bill requires a COLA to be paid in any future year in which the 
funded ratio is at least 70%. However, as was discussed at the Senate State Affairs committee hearing on May 
18, 2017, PRB believes that this automatic COLA will be changed to an ad-hoc COLA through a floor 
amendment to the bill, giving the board discretion regarding whether to provide the stated COLA. The impact 
of assuming no COLA is paid unless the plan is fully funded after taking into account any ad-hoc COLA, 
results in the amortization period under the If Bill Enacted (w/o COLA) scenario. Please note that the PRB 
recommends that the costs of benefit changes, including any ad-hoc COLAs, should be actuarially valued prior 
to adoption to ensure that additional costs will be funded adequately and continuously. 

The contribution policy for the City would be a fixed percentage of pay plus a flat dollar contribution per year 
through the end of 2024. However, the fixed percentage contribution would be subject to a minimum dollar 
floor in each year (Primary Employer Contributions as outlined in the Summary of Plan Changes section). The 
amount of the floor, as well as the flat dollar contribution, could potentially be lowered iflegislation impacting 
the City's property tax cap is passed by the 85th Legislature, Regular Session, and the City is unsuccessful in 
increasing this cap via a local election (Alternative Employer Contributions). 
Further, the amortization periods above assume the Primary Employer Contributions, are in effect in all years. If 
the Alternative Employer Contributions are in effect, the amortization periods shown above would increase to 
62 years for the w/COLA scenario and 51 years for the w/o COLA scenario. The result would be an immediate 
need to make additional changes to bring the amortization period down to 40 years within a 10 year period, in 
accordance with the Funding Soundness Restoration Plan (FSRP) requirements outlined in Texas Government 
Code Section 802.2015. However, the PRB believes that the Alternative Employer Contributions will be 
removed from the bill through a floor amendment. 
ACTUARIAL EFFECTS 
The actuarial analysis provided by the plan's actuary states that although the retirement system is not projected 
to reach 100% funding within 30 years, it is projected to eventually become fully funded. The plan's actuary 
further states that currently the System is projected to become insolvent within the next 10 years. PRB's 
actuarial review states that the bill would make the retirement system less unsound and would set it on a path to 
full funding within a finite period. 

Based on the results outlined in the actuarial analysis, DPFPS is likely to be immediately subject to the FSRP 
requirements in Texas Government Code Section 802.2015 once the January 1, 2017 actuarial valuation is 
finalized, and would therefore need to make additional adjustments to contributions and/or benefits to further 
reduce the amortization period. However, as was discussed at the Senate State Affairs committee hearing on 
May 18, 2017, the PRB believes additional changes will be introduced as floor amendments to address some of 
these specific concerns. These changes have not been included in the actuarial analysis, but are discussed in 
further detail below. 

Furthermore, the PRB actuarial review states that it is important to recognize that even after the changes enacted 
by the bill and the proposed amendments, if all assumptions are met, the UAAL is still expected to grow and 
the funded ratio is expected to decline in the near term. Also, 90% or more of the City's contribution will be 
used to pay off the unfunded actuarial accrued liability (VAAL) and therefore any reduction in the City 
contribution will increase the expected time to fully fund the plan. The actuarial analysis also illustrates the 
impact or funding risk associated with a prolonged reduction in payroll, which would have the effect of 
lowering the total dollar amount contributed by the City, by assuming actual payroll is 90% of the projected 
payroll provided by the City. The worst case scenario shown results in an amortization period in excess of 100 
years. However, the minimum contribution requirement under the Primary Employer Contribution provisions 
of the bill ensures this has minimal impact until after the floor and additional dollar contribution expire at the 
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end of 2024. During the seventh year, the bill requires the system to engage an independent actuary, selected 
by the PRB, to provide recommendations regarding potential contribution or benefit changes that ensure the 
system remains actuarially sound after the contribution floor, including the additional flat dollar contribution, 
expires. 

In addition, the expected floor amendments would require the board to adopt rules and submit a plan to the 
PRB to comply with any funding and amortization period requirements contained in the Texas Government 
Code (Funding soundness Restoration Plan). This plan would be required to take into consideration the 
independent actuary's recommendations and outline steps to ensure the retirement system remains on a path to 
fmancial solvency. Therefore, the worst case scenarios are unlikely to come to fruition because the board 
would be required to be proactive. 

Below is a table of the total projected contribution amounts (City plus employee contributions) under the 
current and proposed plans for the next 10 years: 

Projected Total Contributions 
(in millions) 

CR2H 
CR2HHB HB3158 

Valuation Current 3158 with w/o 
Year Plan COLA COLA 
2017 $140 $158 $158 
2018 137 199 199 
2019 144 208 208 
2020 149 213 213 
2021 153 219 219 
2022 159 225 225 
2023 165 221 221 
2024 171 229 229 
2025 177 226 226 
2026 184 234 234 
2027 191 243 243 

Actuarial Assumptions and Methods 

The assumptions and methods are the same as used in the January 1, 20 16 actuarial valuation report except as 
noted in the following table. 

Summary of Changes in Assumptions 

Discount Rate 
7.25%- same as the January 1, 2016 actuarial valuation 

Investment Return 
Market value returns assumed to be 5.00% in 2016, -1.74% in 2017, 5.00% in 2018, 6.50% in 2019, 7.00% in 
2020, and 7.25% thereafter. Assumed rates of return were provided by the System. 

Actuarial Value of Assets 
Set equal to market value of assets 

Administrative Expenses 
The greater of $10 million or l% of computation pay 

DROP Utilization 
It is assumed that there will be no future entrants into DROP 
Salaty Increases 
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Select rates added for years 2016- 2018. 

2016 and 2018- 10% ifO- 10 years, 7% if 11 - 12 years, and 2% if 12 years 
2017- 5% ifO- 10 years, 2% for all others 
Current salary scale applies in 2019 and beyond 
Total Computation Payroll 

Year Payroll 
2017 $372,000,000 
2018 $364,000,000 
2019 $383,000,000 
2020 $396,000,000 
2021 $408,000,000 
2022 $422,000,000 
2023 $438,000,000 
2024 $454,000,000 
2025 $4 71,000,000 
2026 $488,000,000 
2027 $507,000,000 
2028 $525,000,000 
2029 $545,000,000 
2030 $565,000,000 
2031 $5 81 ,000,000 
2032 $597,000,000 
2033 $614,000,000 
2034 $631 ,000,000 
2035 $648,000,000 
2036 $666,000,000 
2037 $684,000,000 

2.75% in all other years 
Overtime 
The City is no longer assumed to contribute an amount 11% greater than computation pay for overtime work. 
This assumption does not impact benefits or liabilities. 

Cost of Living Adjustment (COLA) 
Two percent simple COLA assumed to be paid starting in 2047 and every year thereafter, based on the 
System's benchmark that the Plan must be at least 70% funded on a market value basis prior to and after a 
COLA is paid. Market returns must meet a certain level over a five-year period before COLA payments can be 
enacted; it is assumed these levels are met for purposes of these calculations. 
Retirement Rates 
Retirements are assumed to occur on January 1st. 

In 2016, rates are increased by 5 percentage points for those participants who have been in DROP for six years 
or more. 

_J 

Beginning in 2017, the current valuation retirement rates apply, with the following exception: 

Current Active DROP Participants 
If at least 8 years in DROP as of 1/1/201 7, 100% retirement rate in 2018 
If less than 8 years in DROP as of 111/2017, 50% retirement rate in 2018 

Retirement Rates Beginning in 2018 for those not in DROP: 

Tiers 1 & 2, <20 YOS Tier 1, at least 20 YOS 
Age asof9/112017 asof9/1/2017 Tier 3 
<50 1% 1% 1% 
50 10% 20% 5% 
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51 5% 10% 5% 
52 5% 10% 5% 
53 5% 10% 5% 
54 5% 20% 10% 
55 15% 40% 20% 
56 10% 50% 30% 
57 5% 50% 40% 
58 60% 60% 50% 
59 50% 60% 50% 
60 50% 60% 50% 
61 50% 60% 50% 
62 100% 100% 100% 

100% retirement assumed once total ofbenefit multipliers reach 90%. 

Current terminated vested participants are assumed to retire at age 50. 

Future terminated vested participants are assumed to retire at age 58. 

DROP Distribution 
Current retirees - For those who were retirees as of January 1, 2016, 57.50% of the January 1, 2016 balance 
was assumed to be paid out in 2016 and 10% of the January 1, 2017 account balance is assumed to be paid out 
in 201 7. Beginning January 1, 2018, the remainder of the DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 23 years. It is understood that the actual date 
of the change in DROP account distributions may occur prior to January 1, 2018. 

Current actives - 10% of the January 1, 2017 account balances are assumed to be paid out in 2017 for 
participants that retire in 2017. Beginning January 1, 2018, DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement, based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 21 years ifthe Normal Retirement Age is 58. It 
is understood that the actual date of the change in DROP account distributions may occur prior to January 1, 
2018. 

DROP Account Interest 
Current retirees- 2:75%; 

Current actives - 2.75%; only the DROP account balance as of September 1, 2017 receives interest upon 
retirement. DROP contributions into existing DROP accounts after September 1, 2017 and future DROP 
participants receive 0% interest during the DROP and upon retirement. 

SYNOPSIS OF PROVISIONS 
CR2H HB 3158 would amend and add sections to Title 109, Revised Civil Statutes Article 6243a-1 to reduce 
benefits (summarized in the table below), increase both employee and City contributions, change the board's 
composition and governance structure, and require the creation of an investment advisory committee. 

Board Composition 
The bill would change the board composition by establishing new requirements for trustee positions. Six of the 
board trustees would be selected by the mayor and five would be selected by the pension system. The board 
may not take any action until there are at least 10 initial trustees have been appointed. 

Board Governance 
The bill would clarify that the executive director is a fiduciary of the pension system, whereas currently the 
statute states that the "administrator" of the plan is not a fiduciary. The bill would require a two-thirds vote of 
the full board to implement any rule change concerning board governance. The bill would also require a two­
thirds vote of the board for creating an alternative benefit plan, reducing the city contribution rate, increasing 
the member contribution rate, lowering benefits or otherwise reducing amounts payable to, or accrued for, the 
benefit of any member, or any rules requiring the equitable return of funds paid to or credited to the benefit of a 
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member or pensioner. 

The PRB would be entitled to all documents and other information provided by DPFPS to the public, which 
would then be subject to an independent review by the PRB. Any employee or other agent acting on behalf of 
DPFPS commits a Class B misdemeanor offense if the person knowingly provides false information to the PRB. 

The bill would also require the board to adopt a code of ethics and require the board members to take pension­
related training from a manual created by the DPFPS executive director. 

Actuarial Analysis 
Prior to July 1, 2024 the PRB would select an actuary without conflicts to be hired by the board to perform an 
analysis based on the January 1, 2024 actuarial valuation prepared by the pension system. The analysis would 
include a conclusion by the actuary on whether the plan is actuarially sound based on then-current PRB 
guidelines, and the actuary would recommend changes to benefits, member or city contributions to be 
submitted to the board by October 1, 2024. The board will consider the recommendations and adopt the 
changes it deems necessary. The legislature must approve the changes for them to become part of the statute. 
City Contributions 
The bill increases both employee and City contributions. The contribution policy for the City would be a fixed 
percentage of pay plus a flat dollar contribution per year through the end of 2024. However, the fixed 
percentage contribution would be subject to a minimum dollar floor in each year, which is the primary 
contribution floor through 2024. 

The amount of the floor, as well as the flat dollar contribution, could potentially be lowered if legislation 
impacting the City's property tax cap were passed by the 85th Legislature, Regular Session, and the City is 
unsuccessful in incre~sing this cap via local election. 

Investment Advisozy Committee 
The bill would require the board to establish an investment advisory committee. The committee would be 
composed of a majority of outside investment professionals, as well as sitting board members. The committee 
would review investment-related matters and make recommendations to the board. In addition, the bill would 
require a two-thirds vote by the board to approve each alternative investment. 
Equitable Adjustments to Benefits 
The bill would allow the board to consider and adopt rules requiring the equitable return of funds paid or 
credited to the benefit of a member or a pensioner before 9/1/17, including the return of excessive interest 
credited to a member's DROP account and excessive adjustments made as disability or COLA benefits. The bill 
also outlines the adjudication process for any judicial challenges to the equitable return of funds as required by 
the board. 

DROP Payment Options 
A member who terminated service before 9/112017 shall have their DROP account annuitized in either monthly 
or yearly distributions based on the member's election. Additionally, a member who has a financial hardship 
that was not reasonably foreseeable may obtain a lump-sum distribution from the member's DROP account 
resulting in a corresponding reduction in the total number or amount of annuity payments. The board shall 
adopt rules regarding what constitutes an unforeseeable emergency or hardship, and in adopting the rules, the 
board shall provide flexibility to members. 

Prohibition on Certain Lump Sum Distributions 
If the bill receives the required votes, lump sum distributions from DROP accounts are immediately prohibited, 
except in certain cases. All changes enacted by this bill would be rescinded if the PRB determines that the 
board violates this restriction. 

Effective Date 
Except as otherwise provided by the Act, the Act takes effect on September 1, 2017. 

The following table outlines the primary changes to benefit provisions included in the bill. 

Summary of Plan Changes 
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Normal Retirement Benefit 

Eligibility 

Current Tier 3: Age 55 and 10 Years of Service 

Proposed Tier 3: Age 58 and 5 Years of Service 

Amount 

Current Tiers 1 & 2: 3.0% x Years of Service x Final Average Salary, no more than 96% x Final 
Average Salary or less than $2,200 per month (minimum is prorated for periods of service less 
than 20) 

Tier 3: [Years of Service {up to 20) x 2.0% Years of Service {>20, <=25) x 2.5% Years of 
Service (>25) x 3.0%] x Final Average Salary, not less than $110 x Years of Service (up to 20) 

Proposed Tiers 1 & 2: [3.0% x Years of Service (prior to September 1, 2017) Percent Multiplier (in table 
below) x Years of Service (after September 1, 2017)] x Final Average Salary, max is the greater 
of i. 90% or ii. the vested accrued benefit as of August 31, 20 17 

Age at Percent 
Retirement Multiplier 

57 2.40% 
56 2.30% 
55 2.20% 
54 2.10% 

53 and younger 2.00% 

Tier 3: Years of Service x 2.5% x Final Average Salary, max 90% 

Final Average Salazy 

Current Tiers 1 & 2: Highest 36 month period 

Proposed Tiers 1 & 2: Highest 36 month period for service prior to September 1, 2017 and highest 60 
month period for service after September 1, 2017 

Early Retirement Benefit 

Eligibility 

Current Tiers 1 & 2: Age 45 and 5 Years of Service or 20 Years of Service 

Tier 3: N/A 

Proposed Tiers 1 & 2: Age 45 and 5 Years of Service, if 45 years or older as of September 1, 2017, age 
53 and 5 Years of Service otherwise, or 20 Years of Service 

Tier 3: Age 53 and 5 Years of Service or 20 Years of Service 

Amount 

Current Tiers 1 & 2 with 20 Years of Service - replace 3% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 or younger 2.00% 

Tiers 1 & 2 with less than 20 Years of Service: Reduction equal to 2/3 of 1% per month 
retirement date precedes age 50. 
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Proposed Tiers 1 & 2 with 20 Years of Service accrued as of September 1, 2017 - replace 3% multiplier 
with the following based on age at retirement: 

Age at 

R~tirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 and younger 2.00% 

All others with 20 Years of Service- replace 2.5% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

57 2.40% 

56 2.30% 

55 2.20% 

54 2.10% 

53 and younger 2.00% 

With less than 20 Years of Service: Reduction equal to 2/3 of 1% per month retirement date precedes 
age 45 if 45 years or older as of September 1, 2017, age 53 otherwise. 

Unreduced at any retirement age if a member's pension is equal to 90% of Final Average Salary. 

Supplemental Retirement Benefit 

Current The greater of$75 per month or 3% of their Normal or Early Retirement Benefit, payable 
beginning at age 55 

Proposed Payable only to those receiving the supplement as of September 1, 2017 

vesting 

Current Tier 3: 10 Year Cliff 

Proposed Tier 3: 5 Year Cliff 

Cost of Living Adjustment 

Current Tier 1: 4.0% simple 

Proposed If the plan is at least 70% funded after taking into account the COLA, a simple crediting rate on 
October 1 equal to 100% of the average annual rate of actual investment return for the five-year 
period ending on the preceding December 31 minus 5%, and not to exceed 4%, beginning at the 
earlier of age 62 or 3 years after retirement. 

Deferred Retirement Option Plan 

Active 

Current Interest credited is 6% effective October 1, 2016 dropping to 5% effective October 1, 2017 and 
variable based on the plans funded ratio thereafter. 

Funded Ratio Crediting Rate 
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>=95% 7.0% 

90%-94% 6.5% 

85o/o-89% 6.0% 

65o/o-84% 5.0% 

60%-64% 4.0% 

55%-59% 3.0% 

<55% 0.0% 

COLA credited to account 

No maximum participation period 

May elect a lump sum distribution or leave up to 100% of account balance in plan at separation 
of service and continue to accrue interest credit 

Proposed No interest credited to account 

No COLA credited to account 

1 0 year maximum participation period 

DROP balance distributed over the life expectancy at separation of service, 

DROP account balance as of September 1, 2017 will be annuitized using a rate on a United 
States Treasury or other federal treasury note with a reasonable duration, as determined by the 
Board. 

, Contributions 

Employee 

Current 8.5% for non-DROP active participants & 4.0% for DROP active participants 

Proposed 13.5% as of the effective date 

Employer 

Current 27.5%ofpay 

Proposed 

Employer 

Current 27.5% of total pay 

Proposed A B, as described below 

Primary A. 34.5% of computation pay 

The employer contribution above will be no less than 

1. $5,173,000 for each of the pay periods beginning in 2017; 

11. $5,344,000 for each of the pay periods beginning in 2018; 

iii. $5,571,000 for each of the pay periods beginning in 2019; 

IV. $5,724,000 for each of the pay periods beginning in 2020; 

V. $5,882,000 for each of the pay periods beginning in 2021; 

VI. $6,043,000 for each of the pay periods beginning in 2022; 

vii. $5,812,000 for each of the pay periods beginning in 2023; 
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viii.· $6,024,000 for each of the pay periods beginning in 2024; and 

lX. $0 thereafter 

B. 1 /26th of $11 million per pay period for each pay period beginning after September 1, 2017 and before 
December 31 , 2024 

Alternative However, in the event that 

a. SB 2 or similar legislation of the 85th Legislature, Regular Session, 2017 has the effect of 
lowering the rollback tax rate ofthe City is enacted and becomes law; and 

b. For the applicable tax year the City holds an election to increase the applicable tax rate; and 

c. That election fails to increase the tax rate; the employer contribution outlined in A above will be 
no less than 

1. $4,936,000 for each ofthe pay periods beginning in 2017; 

ii. $4,830,000 for each ofthe pay periods beginning in 2018; 

111. $5,082,000 for each of the pay periods beginning in 20 19; 

lV. $5,255,000 for each of the pay periods beginning in 2020; 

V. $5,414,000 for each of the pay periods beginning in_ 2021; 

vi. $5,600,000 for each of the pay periods beginning in 2022; 

vii. $5,812,000 for each of the pay periods beginning in 2023; 

viii. $6,024,000 for each of the pay periods beginning in 2024; 

lX. $0 thereafter; and 

The $11 million outlined in B above would be replaced with $5 million. 

The contributions outlined above would remain in force as long as the system has a UAAL. If the plan is fully 
funded, contributions would be split equally between the city and members. 

FINDINGS AND CONCLUSIONS 

Given that the bill provisions for DPFPS would increase the total contribution rate and reduce current liabilities, 
it would increase the long-term funding security for all members of the affected retirement systems. It would 
impact all current and future active members because it increases the employee contributions for all groups of 
members. In addition, certain classes of active and inactive members are impacted by changes in plan 
provisions. Current active members would see changes to their prospective and retroactive benefit multiplier, as 
well as changes to retirement eligibility requirements and contribution requirements. Limits would be placed on 
the total DROP participation period and future interest accruals for current and future DROP participants. The 
bill would also make changes to future cost of living adjustments (COLA) that will impact current and future 
retirees and beneficiaries. 

The actuarial review states that the actuarial assumptions and methods are the same as used by Segal for the 
January 1, 2016 actuarial valuation, except as noted in the Summary of Changes in Assumptions table above. 
The assumptions and methods used by Segal are reasonable. 

Finally, based on the results outlined in the actuarial analysis, DPFPS is likely to be subject to the Funding 
Soundness Restoration Plan (FSRP) requirements outlined in Texas Government Code Section 802.2015 once 
the January 1, 2017 actuarial valuation is finalized, and will therefore need to make additional adjustments to 
contributions and/or benefits to further reduce their amortization period. However, the PRB believes that the 
current bill with the additional changes expected to be included in floor amendments, will be sufficient to 
satisfy the Funding Soundness Restoration Plan Requirements. 
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METHODOLOGY AND STANDARDS 

According to the PRB actuaries, to the best of their knowledge, no material biases exist with respect to the data, 
methods or assumptions used to develop the analysis other than those specifically identified above and in the 
actuarial review. The PRB did not audit the information provided but has reviewed the information for 
reasonableness and consistency with other information provided by or for the affected retirement systems. The 
PRB is not responsible for the accuracy or completeness of the information provided to the agency. All 
actuarial projections have a degree of uncertainty because they are based on the probability of occurrence of 
future contingent events. Accordingly, actual results will be different from the results contained in the analysis 
to the extent actual future experience varies from the experience implied by the assumptions. This analysis is 
based on the assumption that no other legislative changes affecting the funding or benefits of DPFPS will be 
adopted. It should be noted that when several proposals are adopted, the effect of each may be compounded, 
resulting in a cost that is greater (or less) than the sum of each proposal considered independently. 

SOURCES 
Actuarial Analysis by Jeffery S. Williams, FCA, ASA, MAAA, EA, Vice President and Consulting Actuary, 
Segal Consulting, May 17, 2017. 

Actuarial Review by Kenneth J. Herbold, ASA, EA, MAAA, Staff Actuary, Pension Review Board, May 19, 
2017. 

GLOSSARY 
Actuarial Accrued Liability (AAL) -The portion of the PVFB that is attributed to past service. 

Actuarial Value of Assets (AVA) - The smoothed value of system's assets. 

Amortization Payments - The yearly payments made to reduce the Unfunded Actuarial Accrued Liability 
(UAAL). 

Amortization Period - The number of years required to pay off the unfunded actuarial accrued liability. The 
State Pension Review Board recommends that funding should be adequate to amortize the UAAL over a period 
which should not exceed 40 years, with 15-25 years being a more preferable target. An amortization period of 
0-15 years is also a more preferable target. 

Actuarial Cost Method -A method used by actuaries to divide the Present Value of Future Benefits (PVFB) into 
the Actuarial Accrued Liability (AAL), the Present Value of Future Normal Costs (PVFNC), and the Normal 
Cost(NC). 

Funded Ratio (FR) - The ratio of actuarial assets to the actuarial accrued liabilities. 

Market Value of Assets (MV A)- The fair market value of the system's assets. 

Normal Cost (NC)- The portion ofthe PVFB that is attributed to the current year of service. 

Present Value of Future Benefits (PVFB) - The present value of all benefits expected to be paid from the plan to 
current plan participants. 

Present Value of Future Normal Costs (PVFNC) - The portion of the PVFB that will be attributed to future years 
of service. 

Unfunded Actuarial Accrued Liability (UAAL) - The Actuarial Accrued Liability (AAL) less the Actuarial 
Value of Assets (AVA). 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP 
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LEGISLATIVE BUDGET BOARD 
Austin, Texas 

ACTUARIAL IMPACT STATEMENT 

85TH LEGISLATIVE REGULAR SESSION 

May 12,2017 

TO: Honorable Joan Huffman, Chair, Senate Committee on State Affairs 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities; creating a criminal offense.), 
As Engrossed 

The following information was supplied by Agency 338- Pension Review Board: 
) 

HB 3158, as engrossed, would make significant changes to Article 6243a-1, Title 109 Revised Civil Statutes 
(affecting the Dallas Police and Fire Pension System (DPFPS)) to increase both employee and City of Dallas 
(City) contributions; modify future benefit accruals; provide a retroactive multiplier increase for certain 
members; modify DROP participation and cost of living adjustments; make changes to the composition and 
governance structure of the DPFPS board (board); and require the establishment of an investment advisory 
committee. Article 6243a-1 establishes the basic governing structure of the DPFPS. While changes to the 
benefit structure can be made by the Legislature or members of the system, the employee contributions may 
only be modified by the Legislature, whereas City contributions can be modified by the Legislature or a 
majority vote of the City voters. 

The proposed changes to the bill, if enacted, would significantly improve the actuarial soundness of the system. 
Under the existing plan structure, the plan is expected to become insolvent within the next 10 years. While the 
bill does not immediately bring the amortization period down to 40 years, which is the maximum 
recommended amortization period according to PRB Guidelines for Actuarial Soundness currently in effect, it 
sets the system on a path to full funding within a finite period. 

The following table outlines the changes between the current plan and HB 3158, as engrossed: 

DaUas Police and Fire Pension System Current Plan If Bill Enacted Change 
Estunated As of 11112017 ($Millions) 

City Contribution* 27.5% 34.5% 7.0% 
Employee Contribution 8.5% 13.5% 5.0% 
Total Contribution 36.0% 48.0% 12.0% 
Total Normal Cost, before administrative expenses $88 $66 ($22) 
Total Normal Cost as a% of Pay** 22.6% 16.7% (5.9%) 
Actuarial Accrued Liabilities (AAL) $5,849 $4,333 ($1,416) 
Actuarial Value of Assets (AVA) 2,153 2,153 $0 
Unfunded Actuarial Accrued Liability (millions) $3,696 $2,280 ($1,416) 
Funded Ratio 36.8% 48.6% 11.8% 
Amortization Period*** Infinite 58 N/A 

(never) 
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*Amount is a percentage of total pay for the Current Plan scenario and a percentage of 
computation pay for the If Bill Enacted scenario. The If Bill Enacted scenario does not include 
additional $11 million annual contributions. 
**Based on estimated 2017 computation pay of$392 Million as provided by the City. 
* * * Takes into account the additional $11 million annual contribution for the period October 1, 
2017 - September 30, 2019 under the If Bill Enacted scenario, but assumes the $11 million will not 
be contributed in future years when the amortization period falls below 35 years. 

ACTUARIAL EFFECTS 
The actuarial analysis provided by the plan's actuary states that although the retirement system is not projected 
to reach 100% funding within 30 years, it is projected to eventually become fully funded. The plan's actuary 
further states that currently the System is projected to become insolvent within the next 10 years. PRB's 
actuarial review states that the bill would make the retirement system less unsound and would set it on a path to 
full funding within a fmite period. 

The actuarial review notes that as part of raising the City's contribution requirement, the bill establishes a 
contribution policy for the City that is worth noting. The bill would increase the City's contribution rate to 
34.5% of aggregate computation pay paid to members and an additional annual contribution equal to $11 
million, but only for the period of October 1, 2017 through September 30, 2019. For periods beginning 
October 1, 2019, the $11 million additional annual contribution would only be required when the amortization 
period is less than or equal to 35 years. This means that the City contribution would be a fixed percentage of 
pay plus a flat dollar amount per year. However, after the first two years, the City's flat dollar contribution is 
only required when the system has an amortization period under 35 years and is not required if the amortization 
period is over 35 years. In other words, the additional contribution is not made when there is a greater need for 
it. 

\ 

The retirement system's actuarial analysis notes that effective October 1, 2019, the system is projected to have 
an amortization period above 35 years and therefore the additional $11 million annual contribution would no 
longer be required. Also, the actuarial analysis notes that if this contribution were made every year regardless 
of the calculated amortization period for that year, the amortization period reported as of January 1, 2017 
would be 48 years. 

Even though the bill indicates the additional $11 million annual contribution is required again once the 
amortization period is less than or equal to 3 5 years, the analysis assumes this contribution will not resume in 
the future. Based on the PRB's estimates, stopping the additional $11 million contribution effective September 
1, 2019 and restarting it when the calculated amortization period decreases to 35 years (projected for 2036) 
would likely lower the estimated January 1, 20 1 7 amortization period from 58 to 55 years. 

The benefit and DROP distribution changes proposed in the btll would also improve the funded ratio of the 
plan from approx. 37% to 49%. 

Below is a table of the total projected contribution amounts (City plus employee contributions) under the 
current plan and HB 3158, as engrossed: 

Projected Total Contributions 
(in millions) 

HB 3158, 
Valuation as engrossed, 

Year Current Plan Proposed Plan 
2017 $147 $157 
2018 151 204 
2019 158 209 
2020 162 207 
2021 167 213 
2022 171 219 
2023 176 225 
2024 181 231 
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2025 186 237 
2026 191 244 
2027 196 250 

Actuarial Assumptions and Methods 
The actuarial review states, that while the PRB believes a 2.25% assumed COLA would be more appropriate 
given the bill language, the use of a 2.0% assumed COLA is not unreasonable for the If Bill Enacted scenario 
the actuarial analysis uses a 2.0% COLA assumption for the If Bill Enacted scenario. Otherwise, the PRB 
actuaries noted in their review that the assumptions and methods used in the actuarial analysis are reasonable. 

The assumptions and methods are the same as used in the January 1, 2016 actuarial valuation report except as 
noted in the following table. 

Summary of Changes in Assumptions 

Discount Rate 
7.25%- same as the January 1, 2016 actuarial valuation 

Investment Return 
Market value returns assumed to be 5.00% in 2016, -1.74% in 2017, 5.00% in 2018, 6.50% in 2019, 7.00% in 
2020, and 7.25% thereafter. Assumed rates of return were provided by the System. 

Actuarial Value of Assets 
Set equal to market value of assets 

DROP Utilization 
It is assumed that there will be no future entrants into DROP 

Salazy Increases 
Select rates added for years 2016 - 2018. 

2016 and 2018- 10% ifO- 10 years, 7% if 11- 12 years, and 2% if 12 years 
2017 - 5% if 0 - 10 years, 2% for all others 

Current salary scale applies in 2019 and beyond 

Payroll Growth Rate 
4.25% in 2018; 2.75% in all other years 

Overtime 
The City is no longer assumed to contribute an amount 11% greater than computation pay for overtime work. 
This assumption does not impact benefits or liabilities. 

Cost of Living Adjustment (COLA) 
Two percent simple COLA assumed to be paid starting in 2047 and every year thereafter, based on the 
System's benchmark that the Plan must be at least 70% funded on a market value basis prior to and after a 
COLA is paid. Market returns must meet a certain level over a five-year period before COLA payments can be 
enacted; it is assumed these levels are met for purposes of these calculations. 

Retirement Rates 
Retirements are assumed to occur on January 1st. 

In 2016, rates are increased by 5 percentage points for those participants who have been in DROP for six years 
or more. 

Beginning in 2017, the current valuation retirement rates apply, with the following exception: 
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Current Active DROP Participants 
If at least 8 years in DROP as of 1/112017, 100% retirement rate in 2018 
Ifless than 8 years in DROP as of 11112017, 50% retirement rate in 2018 

Retirement Rates Beginning in 2018 for those not in DROP 

Tiers 1 & 2, <20 YOS Tier 1, at least 20 YOS 
Age as of2/1L2Ql1 a:~ of9Lli2011 Tier 3 
<50 1% 1% 1% 
50 10% 20% 5% 
51 5% 10% 5% 
52 5% 10% 5% 
53 5% 10% 5% 
54 5% 20% 10% 
55 15% 40% 20% 
56 10% 50% 30% 
57 5% 50% 40% 
58 60% 60% 50% 
59 50% 60% 50% 
60 50% 60% 50% 
61 50% 60% 50% 
62 100% 100% 100% 

100% retirement assumed once total of benefit multipliers reach 90%. 

Current terminated vested participants are assumed to retire at age 50. 

Future terminated vested participants are assumed to retire at age 58. 

DROP Distribution 
Current retirees- For those who were retirees as of January 1, 2016, 57.50% of the January 1, 2016 balance 
was assumed to be paid out in 2016 and 10% of the January 1, 20 17 account balance is assumed to be paid out 
in 20 1 7. Beginning January 1, 2018, the remainder of the DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 23 years. It is understood that the actual date 
of the change in DROP account distributions may occur prior to January 1, 2018. 

Current actives - 10% of the January 1, 2017 account balances are assumed to be paid out in 2017 for 
participants that retire in 2017. Beginning January 1, 2018, DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement, based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 21 years ifthe Normal Retirement Age is 58. It 
is understood that the actual date of the change in DROP account distributions may occur prior to January 1, 
2018. 

DROP Account Interest 
Current retirees- 2.75%; 

Current actives - 2.75%; only the DROP account balance as of September 1, 2017 receives interest upon 
retirement. DROP contributions into existing DROP accounts after September 1, 2017 and future DROP 
participants receive 0% interest during the DROP and upon retirement. 

SYNOPSIS OF PROVISIONS 
HB 3158, as engrossed, would amend and add sections to Title 109, Revised Civil Statutes Article 6243a-1 to 
reduce benefits (summarized in the table below), increase both employee and City contributions, change the 
board's composition and governance structure, and require the creation of an investment a9visory committee. 

Board Composition 

Page 4 of 10 



The bill would change the board composition by establishing new requirements for trustee positions. The 
changes to the board are to be executed on the effective date ofthe bill. 

Board Governance 
The bill would clarify that the executive director is a fiduciary of the pension system, whereas currently the 
statute states that the "administrator" of the plan is not a fiduciary. The bill would require a two-thirds vote of 
the board to implement any rule change concerning board governance. 

Also, the bill would require the PRB to review any board rule to determine that the implementation of the rule 
would not cause the amortization period to exceed 3 5 years. The PRB would also be entitled to all documents 
and other information provided by DPFPS to the public, which would then be subject to an independent review 
by the PRB. Any employee or other agent acting on behalf of DPFPS commits a Class B misdemeanor offense 
if the ~erson knowingly provides false information to the PRB. 

The bill would also require the board to adopt a code of ethics and require the board members to take pension­
related training from a manual created by the DPFPS executive director. 

City Contributions 
The bill would require the City to make biweekly contributions to the system of 34.5% of aggregate 
computation pay paid to members with additional biweekly payments of 1/26 of $11 million between 
September 20 1 7 and September 2019. The additional $11 million contribution would not be made if the 
unfunded actuarial accrued liability is not projected to be paid off within 3 5 years while including the $11 
million contribution. 

Investment Advisozy Committee 
The bill would require the board to establish an investment advisory committee. The committee would be 
composed of a majority of outside investment professionals, as well as sitting board members. The committee 
would review investment-related matters and make recommendations to the board. In addition, the bill would 
require a two-thirds vote by the board to approve each alternative investment. 

Equitable Adjustments to Benefits 
The bill would require the board to consider and adopt rules requiring the equitable return of funds paid or 
credited to the benefit of a member or a pensioner before 9/1/17, including the return of excessive interest 
credited to a member's DROP account and excessive adjustments made as disability or COLA benefits. The bill 
also outlines the adjudication process for any judicial challenges to the equitable return of funds as required by 
the board. 

DROP Payment Options 
A member who terminated service before 9/112017 shall have their DROP account annuitized in either monthly 
or yearly distributions based on the member's election. Additionally, a member who has a financial hardship 
that was not reasonably foreseeable may obtain a lump-sum distribution from the member's DROP account 
resulting in a corresponding reduction in the total number or amount of annuity payments. The board shall 
adopt rules regarding what constitutes an unforeseeable emergency or hardship, and in adopting the rules, the 
board shall provide flexibility to members. 

Effective Date 
Except as otherwise provided by the Act, the Act takes effect on September 1, 2017. 

The following table outlines the primary changes to benefit provisions included in the bill. 

Summary of Plan Changes 

Normal Retirement Benefit 

Eligibility 

Current Tier 3: Age 55 and 10 Years of Service 

Proposed Tier 3: Age 58 and 5 Years of Service 
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Amount 

Current Tiers 1 & 2: 3.0% x Years of Service x Final Average Salary, no more than 96% x Final 
Average Salary or less than $2,200 per month (minimum is prorated for periods of service less 
than 20) 

Tier 3: [Years of Service (up to 20) x 2.0% Years of Service (>20, <=25) x 2.5% Years of 
Service (>25) x 3.0%] x Final Average Salary, not less than $110 x Years of Service (up to 20) 

Proposed Tiers 1 & 2: (3.0% x Years of Service 
l 

(prior to September 1, 20 17) Percent Multiplier (in table 
below) x Years of Service (after September 1, 2017)] x Final Average Salary, max is the greater 
of i. 90% or ii. the vested accrued benefit as of August 31, 201 7 

Age at Percent 
Retirement Multiplier 

57 2.40% 
56 2.30% 
55 2.20% 
54 2.10% 

53 and younger 2.00% 

Tier 3: Years of Service x 2.5% x Final Average Salary, max 90% 

Final Average Salary 

Current Tiers 1 & 2: Highest 36 month period 

Proposed Tiers 1 & 2: Highest 36 month period for service prior to September 1, 2017 and highest 60 
month period for service after September 1, 201 7 

Early Retirement Benefit 

Eligibility 
' 

Current Tiers 1 & 2: Age 45 and 5 Years of Service or 20 Years of Service 

Tier 3: N/A 

Proposed Tiers 1 & 2: Age 45 and 5 Years of Service, if 45 years or older as of September 1, 2017, age 
53 and 5 Years of Service otherwise, or 20 Years of Service 

Tier 3: Age 53 and 5 Years of Service or 20 Years of Service 

Amount 

Current Tiers 1 & 2 with 20 Years of Service -replace 3% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 or younger 2.00% 

Tiers 1 & 2 with less than 20 Years of Service: Reduction equal to 2/3 of 1% per month 
retirement date precedes age 50. 

Proposed Tiers 1 & 2 with 20 Years of Service accrued as of September 1, 2017 - replace 3% multiplier 
with the following based on age at retirement: 

Age at 
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Retirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 and younger 2.00% 

All others with 20 Years of Service - replace 2.5% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

57 2.40% 

56 2.30% 

55 2.20% 

54 2.10% 

53 and younger 2.00% 

With less than 20 Years of Service: Reduction equal to 2/3 of 1% per month retirement date precedes 
age 45 if 45 years or older as of September 1, 2017, age 53 otherwise. 

Unreduced at any retirement age if a member's pension is equal to 90% of Final Average Salary. 

Supplemental Retirement Benefit 

Current The greater of$75 per month or 3% of their Normal or Early Retirement Benefit, payable 
beginning at age 55 

Proposed Payable only to those receiving the supplement as of September 1, 201 7 

Vesting 

Current Tier 3: 1 0 Year Cliff 

Proposed Tier 3: 5 Year Cliff 

Cost of Living Adjustment 

Current Tier 1: 4.0% simple 

Proposed If the plan is at least 70% funded after taking into account the COLA, a simple crediting rate on 
October 1 equal to 100% of the average annual rate of actual investment return for the five-year 
period ending on the preceding December 31 minus 5o/o, and not to exceed 4o/o, beginning at the 
earlier of age 62 or 3 years after retirement. (The actuarial analysis indicates the COLA is ad­
hoc, however, it assumes a COLA is paid every year once the plan reaches the necessary 
funding target.) 

Deferred Retirement Option Plan 

Active 

Current Interest credited is 6% effective October 1, 2016 dropping to 5% effective October 1, 2017 and 
variable based on the plans funded ratio thereafter. 

Funded Ratio Crediting Rate 

>=95% 7.0% 
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90o/o-94% 6.5% 

85o/o-89% 6.0% 

65o/o-84% 5.0% 

60o/o-64% 4.0% 

55o/o-59% 3.0% 

<55% 0.0% 

COLA credited to account 

No maximum participation period 

May elect a lump sum distribution or leave up to 100% of account balance in plan at separation 
of service and continue to accrue interest credit 

Proposed No interest credited to account 

No COLA credited to account 

10 year maximum participation period 

DROP balance d~~tributed over the life expectancy at separation of service, 

DROP account balance as of September 1, 2017 will be annuitized using a rate on a United 
States Treasury or other federal treasury note with a reasonable duration, as determined by the 
Board. 

Contributions 

Employee 

Current 8.5% for non-DROP active participants & 4.0% for DROP active participants 

Proposed 13.5% as of the effective date 

Employer 

Current 27.5%ofpay 

Proposed 34.5% of computation pay plus $11,000,000 per year, subject to certain restrictions (34.5% of 
pay shall not be less than $5,173,000 for each of the bi-weekly pay periods ending during 
September I, 20 I 7 - December 31, 2017; $5,344,000 for each of the bi-weekly pay periods 
ending during January I, 20I8- December 3I, 20I8; $5,57I,OOO for each of the bi-weekly pay 
periods ending during January 1, 2019- December 3I, 20I9; and $5,57I,OOO increased by 
2.75%, compounded annually, for each bi-weekly pay period ending during the calendar years 
thereafter. Beginning September 1, 20I9, for any year in which the 34.5% of pay plus $Il 
million is not sufficient to amortize the existing UAAL within a 35 year period, the city is not 
required to make the $1I million contribution.) 

The contributions outlined above will remain in force as long as the system has a UAAL. If the plan is fully 
funded, contributions will be split equally between the city and members. 

FINDINGS AND CONCLUSIONS 

Given that the bill provisions for DPFPS would increase the total contribution rate and reduce current liabilities, 
it would increase the long-term funding security for all members of the affected retirement systems. It would 
impact all current and future active members because it increases the employee contributions for all groups of 
members. In addition, certain classes of active and inactive members are impacted by changes in plan 
provisions. Current active members would see changes to their prospective and retroactive benefit multiplier, as 
well as changes to retirement eligibility requirements and contribution requirements. Limits would be placed on 
the total DROP participation period and future interest accruals for current and future DROP participants. The 
bill would also make changes to future cost of living adjustments (COLA) that will impact current and future 
retirees and beneficiaries. 
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The actuarial analysis assumes a COLA of 2.0%, although given an assumed rate of return of 7.25%; the 
actuarial review determined that a 2.25% assumed COLA would be more appropriate. The PRB's actuaries do 
not have sufficient data to determine the magnitude of the impact of using a 2.25% assumed COLA, but this 
change would increase the projected liabilities and increase the calculated amortization period. However, the 
impact of an additional 0.25% simple COLA is likely to be small, given that the bill also requires the plan to be 
at least 70% funded prior to providing a COLA, and the actuarial analysis projects the plan will not be 70% 
funded until the year 204 7. 

The actuarial review states that the actuarial assumptions and methods are the same as used by Segal for the 
January 1, 2016 actuarial valuation, except as noted in the Summary of Changes in Assumptions table above. 
The assumptions and methods used by Segal are reasonable. Also, in the actuarial analysis, Segal uses a 2.0% 
COLA for the If Bill Enacted scenario. While the PRB actuaries believe a 2.25% COLA would be more 
appropriate given the bill language, the impact of this difference is expected to be small, and therefore, the use 
of a 2.0% assumed COLA is not unreasonable. 

Finally, based on the results outlined in the actuarial analysis, DPFPS is likely to be subject to the Funding 
Soundness Restoration Plan (FSRP) requirements, as outlined in Texas Government Code Section 802.2015, 
once the January 1, 2017 actuarial valuation is finalized and will therefore need to make additional adjustments 
to contributions and/or benefits to further reduce their amortization period. 

METHODOLOGY AND STANDARDS 

According to the PRB actuaries, to the best of their knowledge, no material biases exist with respect to the data, 
methods or assumptions used to develop the analysis other than those specifically identified above and in the 
actuarial review. The PRB did not audit the information provided but has reviewed the information for 
reasonableness and consistency with other information provided by or for the affected retirement systems. The 
PRB is not responsible for the accuracy or completeness of the information provided to the agency. All 
actuarial projections have a degree of uncertainty because they are based on the probability of occurrence of 
future contingent events. Accordingly, actual results will be different from the results contained in the analysis 
to the extent actual future experience varies from the experience implied by the assumptions. This analysis is 
based on the assumption that no other legislative changes affecting the funding or benefits of DPFPS will be 
adopted. It should be noted that when several proposals are adopted, the effect of each may be compounded, 
resulting in a cost that is greater (or less) than the sum of each proposal considered independently. 

SOURCES 
Actuarial Analysis by Jeffery S. Williams, FCA, ASA, MAAA, EA, Vice President and Cpnsulting Actuary, 
Segal Consulting, March, 31, 2017. 

Actuarial Review by Robert M. May, FSA, EA, MAAA, Board Actuary; and Kenneth J. Herbold, ASA, EA, 
MAAA, Staff Actuary, Pension Review Board, Aprill3, 2017. 

GLOSSARY 
Actuarial Accrued Liability (AAL) -The portion of the PVFB that is attributed to past service. 

Actuarial Value of Assets (AVA)- The smoothed value of system's assets. 

Amortization Payments - The yearly payments made to reduce the Unfunded Actuarial Accrued Liability 
(UAAL). 

Amortization Period - The number of years required to pay off the unfunded actuarial accrued liability. The 
State Pension Review Board recommends that funding should be adequate to amortize the UAAL over a period 
which should not exceed 40 years, with 15-25 years being a more preferable target. An amortization period of 
0-15 years is also a more preferable target. 

Actuarial Cost Method - A method used by actuaries to divide the Present Value of Future Benefits (PVFB) into 
the Actuarial Accrued Liability (AAL), the Present Value of Future Normal Costs (PVFNC), and the Normal 
Cost (NC). 

Funded Ratio (FR) - The ratio of actuarial assets to the actuarial accrued liabilities. 

Market Value of Assets (MV A)- The fair market value of the system's assets. 
I 
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Normal Cost (NC) - The portion of the PVFB that is attributed to the current year of service. 

Present Value ofFuture Benefits (PVFB)- The present value of all benefits expected to be paid from the plan to 
current plan participants. 

Present Value of Future Normal Costs (PVFNC) - The portion of the PVFB that will be attributed to future years 
of service. 

Unfunded Actuarial Accrued Liability (UAAL) - The Actuarial Accrued Liability (AAL) less the Actuarial 
Value of Assets (AVA). 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, KFa 
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LEGISLATIVE BUDGET BOARD 
Austin, Texas 

ACTUARIAL IMPACT STATEMENT 

85TH LEGISLATIVE REGULAR SESSION 

April 17, 2017 

TO: Honorable Dan Flynn, Chair, House Committee on Pensions 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities.), Committee Report 1st 
House, Substituted 

The following information was supplied by Agency 338- Pension Review Board: 

CSHB 3158 would make significant changes to Article 6243a-l ,Title I 09 Revised Civil Statutes (affecting the 
Dallas Police and Fire Pension System (DPFPS)) to increase both employee and City of Dallas (City) 
contnbutwns; modify future benefit accruals; provide a retroactive multiplier increase for certain members; 
modify DROP participation and cost of hving adjustments; make changes to the composition and governance 
structure of the DPFPS board (board);and require the establishment of an investment advisory committee. 
Article 6243a-l establishes the basic govemmg structure of the DPFPS. While changes to the benefit structure 
can be made by the Legislature or members of the system, the employee contributions may only be modified by 
the Legislature, whereas City contributions can be modified by the Legislature or a majonty vote of the City 
voters. 

The proposed changes to the bill, if enacted, would significantly improve the actuanal soundness of the system. 
Under the ex1sting plan structure, the plan IS expected to become msolvent within the next I 0 years. While the 
bill does not immediately bring the amortization period down to 40 years, which is the maximum 
recommended amortization period accordmg to PRB Guidelines for Actuarial Soundness currently in effect, it 
sets the system on a path to full funding within a finite period. 

The followmg table outlines the changes between the current plan and CSHB 3158: 

Dallas Police and Fire Pension System Current Plan If Bill Enacted Change 

Est1mated As of 1/1/2017 ($M1lhons) 

City Contribution* 27.5% 34.5% 7.0% 

Employee Contribution 8.5% 13.5% 5.0% 

Total Contribution 36.0% 48.0% 12.0% 
Total Normal Cost, before administrative expenses $88 $66 ($22) 
Total Normal Cost as a% of Pay** 22.6% 16.7% (5.9%) 
Actuarial Accrued Liabilities (AAL) $5,849 $4,333 ($1,416) 

• • 
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----------------------------- --

Actuarial Value of Assets (A VA) 2,153 2,153 $0 
Unfunded Actuarial Accrued Liability (millions) $3,696 $2,280 ($1,416) 
Funded Ratio 36.8% 48.6% 11.8% 
Amortization Period*** Infinite 58 N/A 

(never) 

* Amount is a percentage of total pay for the Current Plan scenario and a percentage of 
computation pay for the If Bill Enacted scenario. The If Bill Enacted scenario does not include 
additional $11 million annual contributions. 

**Based on estimated 2017 computation pay of$329 Million as provided by the City. 

*** Takes into account the additional $11 million annual contribution for the period October 1, 
2017 - September 30, 2019 under the If Bill Enacted scenario, but assumes the $11 million will not 
be contributed in future years when the amortization period falls below 35 years. 

ACTUARIAL EFFECTS 

The actuarial analysis provided by the plan's actuary states that although the retirement system is not projected 
to reach 100% funding within 30 years, it is projected to eventually become fully funded. The plan's actuary 
further states that currently the System is projected to become msolvent within the next 10 years. PRB's 
actuarial review states that the bill would make the retirement system less unsound and would set it on a path to 
full fundmg w1thm a finite period. 

The actuarial review notes that as part of raising the City's contribution requirement, the bill establishes a 
contribution policy for the City that is worth noting. The bill would mcrease the City's contribution rate to 
34.5% of aggregate computation pay paid to members and an additional annual contribution equal to $11 
million, but only for the period of October I ,2017 through September 30, 2019. For periods beginning October 
I, 2019, the $11 million additional annual contribution would only be required when the amortization period is· 
less than or equal to 35 years. This means that the City contribution would be a fixed percentage of pay plus a 
flat dollar amount per year. However, after the first two years, the City's flat dollar contribution IS only required 
when the system has an amortizatiOn penod under 35 years and IS not required if the amortization period is 
over 35 years. In other words,the additional contribution is not made when there is a greater need for it. 

The retirement system's actuarial analysis notes that effective October 1, 2019, the system is projected to have 
an amortization period above 35 years and therefore the additional $11 million annual contribution would no 
longer be required. Also, the actuarial analysis notes that 1f this contribution were made every year regardless 
of the calculated amortization period for that year, the amortization penod reported as of January 1, 20 I 7 
would be 48 years. 

Even though the bill indicates the additional $11 million annual contribution IS required again once the 
amortization period IS less than or equal to 35 years, the analysis assumes this contribution will not resume in 
the future. Based on the PRB's estimates, stoppmg the additiOnal $11 million contnbution effective September 
1, 2019 and restarting it when the calculated amortization period decreases to 3 5 years (projected for 2036) 
would likely lower the estimated January I, 2017 amortization penod from 58 to 55 years. 

The benefit and DROP distribution changes proposed in the bill would also improve the funded ratio of the 
plan from approx. 37% to 49%. 

Below IS a table of the total projected contributiOn amounts (City plus employee contributions) under the 

• • 
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• 
current plan and CSHB 3158: 

Projected Total Contributions 
(in millions) 

Valuation CSHB3158 

Year Current Plan Proposed Plan 
2017 $147 $157 
2018 151 204 
2019 !58 209 
2020 162 207 
2021 167 213 
2022 171 219 
2023 176 225 
2024 181 231 
2025 186 237 
2026 191 244 
2027 196 250 

Actuarial Assumptions and Methods 

The actuarial review states that while the PRB believes a 2.25% assumed COLA would be more appropriate 
given the bill language, the use of a 2.0% assumed COLA is not unreasonable for the If Bill Enacted scenario 
the actuarial analysis uses a 2.0% COLA assumption for the If Bill Enacted scenario.Otherwise, the PRB 
actuanes noted m their review that the assumptions and methods used in the actuanal analysis are reasonable. 

The assumptions and methods are the same as used in the January I, 2016 actuarial valuation report except as 
noted in the following table. 

Summary of Changes in Assumptions 

Discount Rate 

7.25%- same as the January I, 2016 actuarial valuation 

Investment Return 

Market value returns assumed to be 5.00% in 2016, -1.74%in 2017, 5.00% in 2018,6.50% in 2019,7.00% in 
2020, and 7.25% thereafter. Assumed rates of return were provided by the System. 

Actuanal Value of Assets 

Set equal to market value of assets 

• 
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DROP Utthzation 

It is assumed that there will be no future entrants into DROP 

Salacy Increases 

Select rates added for years 20 16 - 20 18. 

2016 and 2018 - I 0% If 0 - I 0 years, 7% if 11 - 12 years, and 2% if 12 years 

2017 - 5% ifO - I 0 years, 2% for all others 

Current salary scale apphes m 2019 and beyond 

Payroll Growth Rate 

4.25% in 2018; 2.75% mall other years 

Overtime 

The City is no longer assumed to contribute an amount II% greater than computation pay for overtime work. 
This assumption does not impact benefits or liabilities. 

Cost of Living Adjustment (COLA) 

Two percent simple COLA assumed to be paid starting in 2047 and every year thereafter, based on the 
System's benchmark that the Plan must be at least 70% funded on a market value basis prior to and after a 
COLA IS paid. Market returns must meet a certam level over a five-year period before COLA payments can be 
enacted; it is assumed these levels are met for purposes of these calculations. 

Retirement Rates 

Retirements are assumed to occur on January 1st. 

In 2016, rates are increased by 5 percentage points for those participants who have been in DROP for six years 
or more. 

Beginning in 2017, the current valuation retirement rates apply, with the followmg exception: 

Current Active DROP Participants 

If at least 8 years in DROP as of Ill /2017, 100% retirement rate in 2018 

If less than 8 years in DROP as of 1/112017, 50% retirement rate m 2018 
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Retirement Rates Beginning in 20 18 for those not in DROP 

Tiers I & 2, <20 YOS Tier I, at least 20 YOS 

Age as of9/l/2017 as of9/l/20 17 Tier 3 
<50 1% 1% 1% 
50 10% 20% 5% 
51 5% 10% 5% 
52 5% 10% 5% 
53 5% 10% 5% 
54 5% 20% 10% 
55 15% 40% 20% 
56 10% 50% 30% 
57 5% 50% 40% 
58 60% 60% 50% 
59 50% 60% 50% 
60 50% 60% 50% 
61 50% 60% 50% 
62 100% 100% 100% 

100% retirement assumed once total of benefit multipliers reach 90%. 

Current terminated vested participants are assumed to retire at age 50. 

Future terminated vested participants are assumed to retire at age 58. 

DROP Distribution 

Current retirees- For those who were retirees as of January I, 2016, 57.50% of the January 1, 2016 balance 
was assumed to be paid out in 2016 and I 0% of the January I, 2017 account balance IS assumed to be paid out 
in 2017. Beginning January 1, 2018, the remainder of the DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 23 years. It is understood that the actual date 
of the change in DROP account distributions may occur prior to January I, 2018. 

Current actives - I 0% of the January 1, 2017 account balances are assumed to be paid out in 2017 for 
participants that retire in 2017. Beginning January I, 2018, DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement, based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 21 years if the Normal Retirement Age is 58. It 
IS understood that the actual date of the change m DROP account distributions may occur prior to January I, 
2018. 

DROP Account Interest 

• • 
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Current retirees- 2. 75%; 

Current actives - 2.75%; only the DROP account balance as of September 1, 2017 receives interest upon 
retirement. DROP contributions into existmg DROP accounts after September 1, 2017 and future DROP 
participants receive 0% interest during the DROP and upon retirement. 

SYNOPSIS OF PROVISIONS 

CSHB 3158 would amend and add sections to Title I 09, Revised Civil Statutes Article 6243a-1 to reduce 
benefits (summarized in the table below), increase both employee and City contributiOns, change the board's 
composition and governance structure, and require the creation of an investment advisory committee. 

Board Composition 

The bill would change the board composition by establishing new requirements for trustee positions. The 
changes to the board are to be executed on the effective date of the bill. 

Board Governance 

The bill would clanfy that the executive director is a fiduciary of the pension system, whereas currently the 
statute states that the"administrator" of the plan is not a fiduciary. The bill would require a two-thirds vote of 
the board to implement any rule change concerning board governance. 

Also, the bill would require the PRB to review any board rule to determine that the implementation of the rule 
would not cause the amortization period to exceed 35 years. The bill would also require the board to adopt a 
code of ethics and require the board members to take pensiOn-related training from a manual created by the 
DPFPS executive director. 

City Contributions 

The bill would require the City to make biweekly contributions to the system of 34.5% of aggregate 
computation pay paid to members with additional biweekly payments of I /26 of $11 million between 
September 20 I 7 and September 20 19. The additional $11 million contribution would not be made if the 
unfunded actuarial accrued liability is not proJected to be paid off within 35 years while including the $11 
million contribution. 

Investment Advismy Committee 

The bill would require the board to establish an investment advisory committee. The committee would be 
composed of a maJority of outside investment professiOnals, as well as sitting board members. The committee 
would review investment-related matters and make recommendations to the board. In addition, the bill would 
require a two-thirds vote by the board to approve each alternative investment. 
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EqUitable Adjustments to Benefits 

The bill would require the board to consider and adopt rules requiring the equitable return of funds paid or 
credited to the benefit of a member or a pensioner before 9/l/17, includmg the return of excessive interest 
credited to a member's DROP account and excessive adjustments made as disability or COLA benefits. The bill 
also outlines the adjudication process for any judicial challenges to the equitable return of funds as required by 
the board. 

Effective Date 

Except as otherwise provided by the Act, the Act takes effect on September 1, 20 17. 

The following table outlines the primary changes to benefit provisions included in the bill. 

Summary of Plan Changes 

Normal Retirement Benefit 

Eligibility 

Current T1er 3: Age 55 and I 0 Y cars of Service 

Proposed Tier3: Age 58 and 5 Years of Service 

Amount 

Current Tiers I & 2: 3.0% x Years of Service x Final Average Salary, no more than 96% x Final 
Average Salary or less than $2,200 per month (minimum is prorated for periods of service less 
than 20) 

Tier 3:[Years of Service (up to 20) x 2.0% Years of Service (>20, <=25) x 2.5% Years of 
Service (>25) x 3.0%] x Fmal Average Salary, not less than $110 x Years of Service (up to 20) 

Proposed Tiers 1 & 2: [3 .0% x Years of Service (prior to September 1, 20 17) Percent Multiplier (in table 
below) x Years of Service (after September 1, 20 17)] x Final Average Salary, max IS the greater 
of i. 90% or ii. the vested accrued benefit as of August 3 1, 20 1 7 

Age at Percent 

Retirement Multiplier 

57 2.40% 

56 2.30% 

55 2.20% 

54 2.10% 

53 and younger 2.00% 

• • 
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Tier 3: Years of Service x 2.5% x Final Average Salary, max 90% 

Final Average Sa lazy 

Current Tiers I & 2: Highest 36 month period 

Proposed Tiers I & 2: Highest 36 month period for service prior to September 1, 2017 and highest 60 
month period for service after September I, 20 17 

Early Retirement Benefit 

Eligibility 

Current Tiers I & 2: Age 45 and 5 Years of Service or 20 Years of Service 

Tier 3: N/A 

Proposed Tiers I & 2: Age 45 and 5 Years of Service, if 45 years or older as of September 1, 2017, age 
53 and 5 Years of Service otherwise, or 20 Years of Service 

T1er 3: Age 53 and 5 Years of Service or 20 Years of Service 

Amount 

Current Tiers I & 2 with 20 Years of Service- replace 3% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 or younger 2.00% 

Tiers I & 2 with less than 20 Years of Service: Reduction equal to 2/3 of I% per month 
retirement date precedes age 50. 

Proposed Tiers I & 2 with 20 Years of Service accrued as of September I, 2017 - replace 3% multiplier 
with the following based on age at retirement: 

Age at 

Retirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 and younger 2.00% 

All others with 20 Years of Service - replace 2.5% multiplier with the following based on age at 
retirement: 
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Age at 

Retirement Multiplier 

57 2.40% 

56 2.30% 

55 2.20% 

54 2.10% 

53 and younger 2.00% 

With less than 20 Years of Service: Reduction equal to 2/3 of 1% per month retirement date precedes 
age 45 if 45 years or older as of September 1, 2017 ,age 53 otherwise. 

Unreduced at any retirement age If a member's pension IS equal to 90% of Final Average Salary. 

Supplemental Retirement Benefit 

Current The greater of$ 7 5 per month or 3% of their Normal or Early Retirement Benefit, payable 
beginning at age 55 

Proposed Payable only to those receiving the supplement as of September I, 2017 

Vesting 

Current Tier 3: I 0 Year Chff 

Proposed Tier 3: 5 Year Cliff 

Cost of Living Adjustment 

Current Tier I· 4.0% simple 

Proposed If the plan IS at least 70% funded after taking mto account the COLA, a simple creditjng rate on 
October I equal to I 00% of the average annual rate of actual investment return for the five-year 
period endmg on the preceding December 31 minus 5%, and not to exceed 4%, beginning at the 
earlier of age 62 or 3 years after retirement. (The actuanal analysis indicates the COLA is ad­
hoc, however, it assumes a COLA is paid every year once the plan reaches the necessary 
funding target.) 

Deferred Retirement Option Plan 

Active 

Current Interest credited is 6% effective October 1, 2016 droppmg to 5% effective October 1, 2017 and 
variable based on the plans funded ratio thereafter. 

Funded Ratio Creditmg Rate 

>=95% 7.0% 

• • 
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90%-94% 6.5% 

85o/o-89% 6.0% 

65o/o-84% 5.0% 

60o/o-64% 4.0% 

55o/o-59% 3.0% 

<55% 0.0% 

COLA credited to account 

No maximum participation penod 

May elect a lump sum distribution or leave up to I 00% of account balance in plan at separation 
of service and continue to accrue interest credit 

Proposed No mterest credited to account 

No COLA credited to account 

I 0 year maximum participation period 

DROP balance distributed over the hfe expectancy at separation of service, 

DROP account balance as of September I, 20 I 7 will be annuitized using a rate on a Umted 
States Treasury or other federal treasury note with a reasonable duration, as determined by the 
Board. 

Contributions 

Employee 

Current 8.5%for non-DROP active participants & 4.0% for DROP active participants 

Proposed 13 .5%as of the effective date 

Employer 

Current 27.5%ofpay 

Proposed 34.5% of computation pay plus $II ,000,000 per year, subject to certain restrictions (34.5% of 
pay shall not be less than $5, I73,000 for each of the bi-weekly pay periods ending during 
September I, 20 I7 -December 31, 20 I7; $5,344,000 for each of the bi-weekly pay periods 
ending dunng January I, 2018- December 31, 20I8; $5,57I ,000 for each of the bi-weekly pay 
periods endmg during January I, 20 I9 - December 3I, 20 I9; and$5,571 ,000 increased by 
2.75%, compounded annually, for each bi-weekly pay period ending during the calendar years 
thereafter. Beginning September I, 20 I9, for any year in which the 34.5% of pay plus $II 
million is not sufficient to amortize the existing UAAL withm a 35 year period, the city is not 
required to make the $11 million contribution.) 

The contributiOns outlined above will remain in force as long as the system has a UAAL. If the plan is fully 
funded, contributions will be split equally between the city and members. 

FINDINGS AND CONCLUSIONS 

Given that the bill provisiOns for DPFPS would increase the total contribution rate and reduce current liabilities, 
it would increase the long-term funding secunty for all members of the affected retirement systems. It would 
impact all current and future active members because it increases the employee contributions for all groups of 
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members. In addition,certain classes of active and inactive members are impacted by changes in plan 
provisions. Current active members would see changes to their prospectJve and retroactive benefit multiplier, as 
well as changes to retirement eligibility requirements and contributiOn requirements. Limits would be placed on 
the total DROP participation period and future mterest accruals for current and future DROP participants. The 
bill would also make changes to future cost of living adjustments(COLA) that will impact current and future 
retirees and beneficiaries. 

The actuarial analysis assumes a COLA of 2.0%, although given an assumed rate of return of 7.25%; the 
actuarial review determined that a 2.25% assumed COLA would be more appropriate. The PRB's actuaries do 
not have sufficient data to determme the magnitude of the impact of using a 2.25o/oassumed COLA, but this 
change would increase the projected liabilities and increase the calculated amortization period. However, the 
impact of an additional 0.25% simple COLA is likely to be small, given that the bill also reqUires the plan to be 
at least 70% funded prior to providing a COLA, and the actuanal analysis projects the plan will not be 70% 
funded until the year 2047. 

The actuarial review states that the actuarial assumptions and methods are the same as used by Segal for the 
January I, 2016 actuarial valuatiOn, except as noted in the Summary of Changes in Assumptions table above. 
The assumptions and methods used by Segal are reasonable. Also, in the actuarial analysis, Segal uses a 2.0% 
COLA for the If Bill Enacted scenario.While the PRB actuaries believe a 2.25% COLA would be more 
appropriate given the bill language, the impact of this difference IS expected to be small, and therefore, the use 
of a 2.0% assumed COLA is not unreasonable. 

Finally, based on the results outlined m the actuarial analysis, DPFPS is likely to be subject to the Funding 
Soundness Restoration Plan (FSRP) reqUirements, as outlined in Texas Government Code Section 802.2015, 
once the January 1, 20 I 7 actuanal valuation is finalized and will therefore need to make additional adjustments 
to contributiOns and/or benefits to further reduce their amortizatiOn penod 

METHODOLOGYANDSTANDARDS 

According to the PRB actuaries, to the best of their knowledge, no material biases exist with respect to the data, 
methods or assumptions used to develop the analysis other than those specifically identified above and in the 
actuarial review. The PRB did not audit the information provided but has reviewed the information for 
reasonableness and consistency with other information provided by or for the affected retirement systems. The 
PRB is not responsible for the accuracy or completeness of the information provided to the agency. All 
actuarial proJections have a degree of uncertainty because they are based on the probability of occurrence of 
future contingent events. Accordmgly, actual results will be different from the results contained in the analysis 
to the extent actual future experience varies from the experience implied by the assumptions. This analysis is 
based on the assumption that no other legislative changes affecting the funding or benefits of DPFPS will be 
adopted. It should be noted that when several proposals are adopted, the effect of each may be compounded, 
resultmg in a cost that is greater (or less) than the sum of each proposal considered independently. 

SOURCES 

Actuarial Analysis by Jeffery S. Withams, FCA, ASA, MAAA, EA, Vice President and Consulting Actuary, 
Segal Consu ltmg, March, 3 I ,20 1 7. 

Actuarial Review by Robert M. May, FSA, EA, MAAA, Board Actuary; and Kenneth J. Herbold, ASA, EA, 
MAAA, Staff Actuary, Pension Review Board, April 13, 2017. 
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GLOSSARY 

Actuarial Accrued Liability(AAL) -The portion of the PVFB that is attributed to past service. 

Actuarial Value of Assets (AVA)- The smoothed value of system's assets. 

Amortization Payments - The yearly payments made to reduce the Unfunded Actuarial Accrued Liability 
(UAAL). 

Amortization Period - The number of years reqmred to pay off the unfunded actuarial accrued liability. The 
State Pension Review Board recommends that funding should be adequate to amortize the UAAL over a period 
which should not exceed 40 years, with 15-25 years being a more preferable target. An amortization period of 
0-15 years is also a more preferable target. 

Actuarial Cost Method - A method used by actuaries to divide the Present Value of Future Benefits (PVFB)into 
the Actuarial Accrued Liability (AAL), the Present Value of Future Normal Costs (PVFNC), and the Normal 
Cost (NC). 

Funded Ratio (FR) - The ratio of actuarial assets to the actuanal accrued liabilities. 

Market Value of Assets (MV A) -The fair market value of the system's assets. 

Normal Cost (NC) - The portion of the PVFB that is attributed to the current year of service. 

Present Value of Future Benefits (PVFB) - The present value of all benefits expected to be paid from the plan to 
current plan participants. 

Present Value of Future Normal Costs (PVFNC) - The portion of the PVFB that will be attributed to future years 
of service. 

Unfunded Actuarial Accrued Liability (UAAL) - The Actuarial Accrued Liability (AAL) less the Actuarial 
Value of Assets (AVA). 

Source Agencies: 338 Pension Review Board 

LBB Staff: UP, KFa 
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LEGISLATIVE BUDGET BOARD 

Austin, Texas 

ACTUARIAL IMPACT STATEMENT 

85TH LEGISLATIVE REGULAR SESSION 

Apri I 2, 2017 

TO: Honorable Dan Flynn, Chair, House Committee on Pensions 

FROM: Ursula Parks, Director, Legislative Budget Board 

IN RE: HB3158 by Flynn (Relating to the retirement systems for and the provision of other 
benefits to police and fire fighters in certain municipalities.), As Introduced 

The following information was supplied by Agency 338- Pension Review Board: 

HB 3158 would make significant changes to Article 6243a-1, Title 109 Revised Civil Statutes (affecting the 
Dallas Police and Fire Pension System (DPFPS)) to increase both employee and City of Dallas (City) 
contributions; modifY future benefit accruals; provide a retroactive multiplier increase for certain members; 
modifY DROP participation and cost of living adjustments; make changes to the composition and governance 
structure of the DPFPS board (board); and require the establishment of an investment advisory committee. 
Article 6243a-1 establishes the basic governing structure of the DPFPS. While changes to the benefit structure 
can be made by the Legislature or members of the system, the employee contributions may only be modified 
by the Legislature, whereas City contributions can be modified by the Legislature or a majority vote of the City 
voters. 

The proposed changes to the bill, if enacted, would significantly improve the actuarial soundness of the system. 
Under the existing plan structure, the plan is expected to become insolvent within the next 10 years. While the 
bill does not immediately bring the amortization period down to 40 years, which is the maximum 
recommended amortization period according to PRB Guidelines for Actuarial Soundnesscurrently in effect, it 
sets the system on a path to full funding within a finite period. 

The following table outlmes the changes between the current plan and HB 3158: 

DaUas Police and Fire Pension System Current Plan If Bill Enacted Change 
Estimated As of I /I /2017 ($Mllhons) 

City Contribution* 27.5% 34.5% 7.0% 
Employee Contribution 8.5% 13.5% 5.0% 
Total Contribution 36.0% 48.0% 12.0% 
Total Normal Cost, before administrative expenses $88 $63 ($25) 
Total Normal Cost as a% of Pay** 22.6% 16.0% (6.6%) 
Actuarial Accrued Liabilities (AAL) $5,849 $4,339 ($1,510) 
Actuarial Value of Assets (AVA) 2,153 2,153 $0 
Unfunded Actuarial Accrued Liability (millions) $3,696 $2,186 ($1 ,51 0) 
Funded Ratio 36.8% 49.6% 12.8% 
Amortization Period*** Infinite 48 N/A 

(never) 

*Amount is a percentage of total pay for the Current Plan scenario and a percentage of 

• • 
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computation pay for the If Bill Enacted scenario. The If Bill Enacted scenario does not include 
additional $11 million annual contributions. 
**Based on estimated 2017 computation pay of$329 Million as provided by the City. 
*** Takes into account the additional $11 million annual contribution for the period October 1, 
2017 - September 30, 2019 under the If Bill Enacted scenario. 

ACTUARIAL EFFECTS 
The actuarial analysts provided by the plan's actuary states that although the retirement system is not projected 
to reach I 00% funding within 30 years, tt is projected to eventually become fully funded. The plan's actuary 
further states that currently the System is projected to become insolvent within the next 10 years. PRB's 
actuarial review states that the bill would make the retirement system less unsound and would set it on a path to 
full funding within a finite period. 

The actuarial review notes that as part of raising the City's contribution requirement, the bill establishes a 
contribution policy for the City that is worth noting. The bill would increase the City's contribution rate to 
34.5% of aggregate computation pay paid to members and an additional annual contribution equal to $11 
million, but only for the period of October 1, 2017 through September 30, 2019. For periods beginning 
October I, 2019, the $11 mtllion additional annual contribution would only be required when the amortization 
period is less than or equal to 35 years. This means that the City contribution would be a fixed percentage of 
pay plus a flat dollar amount per year. However, after the first two years, the City's flat dollar contribution is 
only required when the system has an amortizatiOn period under 35 years and is not required if the amortization 
penod is over 3 5 years. In other words, the additional contribution is not made when there is a greater need for 
it. 

The retirement system's actuarial analysts notes that effective October 1, 2019, the system is projected to have 
an amortization period above 35 years and therefore the additional $11 million annual contribution would no 
longer be required. Also, the actuarial analysis notes that if this contribution were made every year regardless 
of the calculated amorttzation period for that year, the amortization period reported as of January 1, 2017 
would be 40 years. 

Even though the bill indtcates the additional $11 million annual contribution is required again once the 
amortization period ts less than or equal to 35 years, the analysis assumes this contribution will not resume in 
the future. Based on the PRB's estimates, stoppmg the additional $11 million contribution effective September 
1, 20 I 9 and restarting It when the calculated amortization period decreases to 3 5 years (projected for 202 7) 
would likely lower the estimated January 1, 20 1 7 amortization penod from 48 to 44 years. 

The benefit and DROP distribution changes proposed in the btll would also improve the funded ratio of the 
plan from approx 37% to 50%. 

Below is a table of the total projected contribution amounts (City plus employee contributions) under the 
current plan and HB 3158: 

Projected Total Contributions 
(in millions) 

Valuation HB 3158 
Year Current Plan Proposed Plan 
2017 $147 $157 
2018 151 204 
2019 158 209 
2020 162 207 
2021 167 213 
2022 171 219 
2023 176 225 
2024 181 231 
2025 186 237 
2026 191 244 
2027 196 250 
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Actuarial Assumptions and Methods 
The actuarial review states that while the PRB believes a 2.25% assumed COLA would be more appropriate 
given the bill language, the use of a 2.0% assumed COLA IS not unreasonable for the If Bill Enacted scenario 
the actuarial analysis uses a 2.0% COLA assumption for the If Bill Enacted scenario. Otherwise, the PRB 
actuaries noted in their review that the assumptions and methods used m the actuarial analysis are reasonable. 

The following table shows the changes to assumptions and methods the system within the proposed legislation. 

Summary of Changes in Assumptions 

The assumptions and methods are the same as used in the January I, 2016 actuarial valuation report except as 
noted below. 

Discount Rate 
7.25%- same as the January I, 2016 actuarial valuation 

Investment Return 
Market value returns assumed to be 5.00% in 2016, -1.74% in 2017, 5.00% in 2018, 6.50% m 2019, 7.00% in 
2020, and 7.25% thereafter. Assumed rates of return were provided by the System. 

Retirement Rates 
Retirements are assumed to occur on January 1st. 

In 2016, rates are increased by 5 percentage points for those participants who have been in DROP for six years 
or more. 

Beginning in 20 I 7, the current valuation retirement rates apply, with the following exception: 

Current Active DROP Participants 
- If at least 8 years in DROP as of l/l/2017, 100% retirement rate in 2018 
- If less than 8 years in DROP as of I /1/2017, 50% retirement rate in 2018 

Retirement Rates Begmnmg m 2018 for those not in DROP 

Tier 1, <20 YOS or under Tier 1 at least 20 YOS 
Age Age 50 as of9/l/2017 and Age 50 Tiers 2 & 3 
<50 1% NIA 1% 
50 5% 10% 5% 
51 5% 10% 5% 
52 5% 10% 5% 
53 5% 10% 5% 
54 5% 20% 5% 
55 15% 40% 10% 
56 10% 50% 20% 
57 5% 50% 30% 
58 60% 60% 40% 
59 50% 60% 50% 
60 50% 60% 50% 
61 50% 60% 50% 
62 100% 100% 100% 

100% retirement assumed once total ofbenefit multipliers reach 90%. 

• • 
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Tenninated vested participants are assumed to retire at age 58. 

DROP Utilization 
It is assumed that there will be no future entrants mto DROP. 

Salaty Increases 
Select rates added for years 20 16 - 20 18. 
2016 and 2018 - 10% if 0 - I 0 years, 7% if 11 - 12 years, and 2% if 12 years 
2017 - 5% if 0 - 10 years, 2% for all others 

Current salary scale applies in 2019 and beyond. 

Payroll Growth Rate 
4.25% in 2018; 2.75% in all other years 

Overtime 
The City is no longer assumed to contribute an amount 11% greater than computation pay for overtime work. 
This assumption does not Impact benefits or liabilities. 

Cost of Living Adjustment (COLA) 
Two percent simple COLA assumed to be paid starting in 204 7 and every year thereafter, based on the 
System's benchmark that the Plan must be at least 70% funded on a market value basis prior to and after a 
COLA is paid. The year 2047 was detennined based on the City contributing 34.5% of computation pay, 
subject to a minimum biweekly contribution, plus l/26th of $11 Million per biweekly pay period beginning 
September I, 2017 and ending September I, 2019. Market returns must meet a certain level over a five-year 
period before COLA payments can be enacted; it is assumed these levels are met for purposes of these 
calculations. 

DROP Distribution 
Current retirees - For those who were retirees as of January 1, 2016, 57.50% of the January 1, 2016 balance 
was assumed to be paid out m 2016 and 10% of the January 1, 2017 account balance is assumed to be paid out 
in 2017. Beginning January I, 2018, the remainder of the DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement based on the mortality tables in effect at the time of 
their retirement; the expected lifetime is currently assumed to be 23 years. It is understood that the actual date 
of the change in DROP account distributions may occur prior to January 1, 2018. 

Current actives - 10% of the January 1, 2017 account balances are assumed to be paid out in 2017 for 
participants that retire in 20 I 7. Beginning January I, 2018, DROP accounts are assumed to be paid out over the 
expected lifetime of the participant upon their retirement, based on the mortality tables m effect at the time of 
their retirement; the expected lifetime is currently assumed to be 21 years If the Nonnal Retirement Age is 58. It 
is understood that the actual date of the change in DROP account distributions may occur prior to January 1, 
2018. 

DROP Account Interest 
Current retirees- 2.41 %; based on the March 23, 2017 I 0-year Treasury rate 

Current actives - 2.41 %; based on the March 23, 2017 I 0-year Treasury rate; only the DROP account balance 
as of September 1, 2017 receives mterest upon retirement. DROP contributions into existing DROP accounts 
after September 1, 2017 and future DROP participants receive 0% interest during the DROP and upon 
retirement. 

Actuanal Value of Assets 
Set equal to market value of assets 

SYNOPSIS OF PROVISIONS 
HB 3158 would amend and add sections to Title 109, Revised Civil Statutes Article 6243a-1 to reduce benefits 
(summarized m the table below), increase both employee and City contributions, change the board's 
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composition and governance structure, and require the creation of an investment advisory committee. 

Board Composition 
The bill would change the board composition by establishing new requirements for trustee positions. The 
changes to the board are to be executed on the effective date of the bill. 

Board Governance 
The bill would clarify that the executive director is a fiduciary of the pension system, whereas currently the 
statute states that the "administrator" of the plan is not a fiduciary. The bill would require a two-thirds vote of 
the board to implement any rule change concerning board governance. Under the provisions of the bill, the 
board may not adopt a rule conflicting with this article except to comply with federal law, or to achieve an 
amortization period not exceeding 35 years. 

Also, the bill would require the PRB to review any board rule to ensure it will have a positive impact on the 
system's actuarial soundness. The bill would also require the board to adopt a code of ethics and require the 
board members to take pension-rel~ted training from a manual created by the DPFPS executive director. 

City Contributions 
The bill would require the City to make biweekly contributions to the system of 34.5% of aggregate 
computation pay paid to members with additional biweekly payments of 1126 of $11 million between 
September 2017 and September 2019. The additional $11 milhon contributiOn would not be made If the 
unfunded actuanal accrued liability is not projected to be paid off within 35 years while including the $11 
million contribution. 

Investment Advismy Committee 
The bill would require the board to establish an mvestment advisory committee. The committee would be 
composed of a maJority of outside investment professionals, as well as sitting board members. The committee 
would review investment-related matters and make recommendations to the board. In addition, the bill would 
require a two-thirds vote by the board to approve each alternative mvestment. 

Equitable AdJUstments to Benefits 
The bill would require the board to consider and adopt rules requiring the equitable return of funds paid or 
credited to the benefit of a member or a pensioner before 9/1/17, including the return of excessive interest 
credited to a member's DROP account and excessive adJustments made as disability or COLA benefits. The bill 
also outlines the adjudication process for any judicial challenges to the equitable return of funds as required by 
the board. 

Effective Date 
Except as otherwise provided by the Act, the Act takes effect on September 1, 2017. 

The following table outhnes the primary changes to benefit provisions included in the bill. 

Summary of Plan Changes 

Normal Retirement Benefit 

Eligibility 

Current Tiers 1 & 2: Age 50 and 5 Years of Service 

Tier 3: Age 55 and 10 Years of Service 

Proposed All: Age 58 and 5 Years of Service 

Amount 

Current Tiers I & 2: 3.0% x Years of Service x Final Averag'e Salary, no more than 96% x Final 
Average Salary or less than $2,200 per month (mmimum is prorated for periods of service less 
than 20) 
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Tier 3: [Years of Service (up to 20) x 2.0% Years of Service (>20, <=25) x 2.5% Years of 
Service (>25) x 3 .0%] x Final Average Salary, not less than $110 x Years of Service (up to 20) 

Proposed Tiers 1 & 2: [3.0% x Years of Service (prior to September 1, 20 17) 2.5% x Years of Service 
(after September 1, 20 17)] x Final Average Salary, max is the greater of i. 90% or ii. the vested 
accrued benefit as of August 3 1, 20 I 7 

Tier 3: Years of Service x 2.5% x Final Average Salary, max 90% 

Final Average Salary 

Current Tiers 1 & 2: Highest 36 month period 

Proposed Tiers I & 2: Highest 36 month period for service prior to September 1, 2017 and highest 60 
month period for service after September I, 20 I 7 

Early Retirement Benefit 

Eligibility 

Current Tiers I & 2: Age 45 and 5 Years of Service or 20 Years of Service 

Tier 3: N/A 

Proposed All: Age 53 and 5 Years of Service or 20 Years of Service 

Amount 

Current Tiers I & 2 with 20 Years of Service- replace 3% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

48 &49 2.75% 

47 2.50% 

46 2.25% 

45 or younger 2.00% 

Tiers I & 2 with less than 20 Years of Service: Reduction equal to 2/3 of 1% per month 
retirement date precedes age 50. 

Proposed Tiers I & 2 with 20 Years of Service accrued as of September 1, 2017 - replace 3% multiplier 
with the following based on age at retirement: 

Age at 

Retirement Multiplier 

51 & 52 2.75% 

50 2.50% 

49 2.25% 

48 and younger 2.00% 

{The actuanal analysis assumes the ages in this table are based on ages at the effective date, not 
age at retirement and are the same as the ages listed in the current table for Tiers 1 & 2 with 20 
years of service; i.e. age 49 down to age 45 & younger.) 

All others with 20 Years of Service - replace 2.5% multiplier with the following based on age at 
retirement: 

Age at 

Retirement Multiplier 

57 2.40% 

• • 
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56 2.30% 

55 2.20% 

54 2.10% 

53 and younger 2.00% 

(Section 6.02(d)(2) uses the following Early Retirement multiplier replacement table for 
members who accrue 20 Years of Service after September I, 2017. It is the PRB's and the 
actuarial analysis understanding this is not the intent of the bill: 

Age at 

Retirement Mulnplier 

58 and older 2.40% 

57 2.30% 

56 2.20% 

55 2.10% 

54 2.00% 

53 and younger 1.99%) 

With less than 20 Years of Service: Reduction equal to 2/3 of I% per month retirement date precedes 
age 50. 

Unreduced at any retirement age if a member's pension is equal to 90% of Fmal Average Salary. 

Supplemental Retirement Benefit 

Current The greater of$75 per month or 3% of their Normal or Early Retirement Benefit, payable 
beginning at age 55 

Proposed No payments after August 31, 2017 (The actuarial analysis assumes the Supplemental 
Retirement Benefit will continue for participants who are currently receiving it and have attained 
age 62 as of September 1, 20 17) 

Vesting 

Current Tier 3: 10 Year Chff 

Proposed Tier 3: 5 Year Chff 

Cost of Living Adjustment 

Current Tier I: 4.0% simple 

Proposed If the plan is at least 70% funded after taking into account the COLA, a simple crediting rate on 
October I equal to I 00% of the average annual rate of actual investment return for the five-year 
period ending on the precedmg December 3 I minus 5%, and not to exceed 4%, beginning at the 
earlier of age 62 or 3 years after retirement. (The actuarial analysis indicates the COLA IS ad­
hoc, however, it assumes a COLA is paid every year once the plan reaches the necessary 
funding target.) 

Deferred Retirement Optwn Plan 

Active 

Current Interest credited is 6% effective October I, 2016 dropping to 5% effective October I, 2017 and 
vanable based on the plans funded ratio thereafter. 
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Funded Ratio Crediting Rate 

>=95% 7.0% 

90o/o-94% 6.5% 

85o/o-89% 6.0% 

65o/o-84% 5.0% 

60o/o-64% 4.0% 

55o/o-59% 3.0% 

<55% 0.0% 

COLA credited to account 

No maximum participation period 

May elect a lump sum distribution or leave up to l 00% of account balance in plan at separation 
of service and contmue to accrue interest credit 

Proposed No further interest would be earned while in Active DROP. Only DROP account balances as of 
September I, 2017 would receive interest upon retirement. The interest paid on account 
balances would be based on the I 0-year Treasury rate. DROP account balances would be paid 
out as an annuity for a penod comparable to the participant's life expectancy upon retirement. 

No COLA credited to account 

I 0 year maximum participation period 

Account balance will be distributed as a life annuity using the I 0-year Treasury rate 

Contributions 

Employee 

Current 8.5% for non-DROP active participants & 4.0% for DROP active participants 

Proposed 13.5% as of the effective date 

Employer 

Current 27.5% of pay 

Proposed 34.5% of computation pay plus $11,000,000 per year, subject to certain restrictions (34.5% of 
pay shall not be less than $5, I73,000 for each of the bi-weekly pay periods ending dunng 
September I, 20 1'7 - December 31, 20 17; $5,344,000 for each of the bi-weekly pay periods 
ending dunng January I, 2018- December 31, 20 18; $5,571,000 for each of the bi-weekly pay 
penods ending during January 1, 2019 - December 31, 20 19; and $5,571,000 increased by 
2.75%, compounded annually, for each bi-weekly pay penod ending during the calendar years 
thereafter. Beginning September I, 2019, for any year in which the 34.5% of pay plus $11 
million Is not sufficient to amortize the existing VAAL withm a 35 year period, the city is not 
required to make the $11 million contribution.) 

The contributions outlined above will remain in force as long as the system has a VAAL. If the plan is fully 
funded, contributiOns will be split equally between the city and members. 

FINDINGS AND CONCLUSIONS 

Given that the bill provisions for DPFPS would increase the total contnbution rate and reduce current liabilities, 
it would mcrease the long-term funding security for all members of the affected retirement systems. It would 
Impact all current and future active members because It increases the employee contributiOns for all groups of 
members. In addition, certain classes of active and inactive members are impacted by changes in plan 
provisions. Current active members would sec changes to their prospective and retroactive benefit multiplier, as 
well as changes to retirement eligibility requirements and contribution requirements. Limits would be placed on 
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the total DROP participation period and future interest accruals for current and future DROP participants. The 
bill would also make changes to future cost of hving adjustments (COLA) that will impact current and future 
retirees and beneficiaries. 

The actuarial analysis assumes a COLA of 2.0%, although given an assumed rate of return of 7.25%; the 
actuanal review determmed that a 2.25% assumed COLA would be more appropriate. The PRB's actuaries do 
not have sufficient data to determine the magmtude of the impact of usmg a 2.25% assumed COLA, but this 
change would increase the projected liabilthes and mcrease the calculated amortization period. However, the 
tmpact of an additional 0.25% stmple COLA is likely to be small, given that the bill also requires the plan to be 
at least 70% funded prior to providing a COLA, and the actuarial analysis projects the plan will not be 70% 
funded until the year 2047. 

The actuarial review states that the actuarial assumptions and methods are the same as used by Segal for the 
January I, 2016 actuarial valuation, except as noted in the Summary of Changes in Assumptions table above. 
The assumptions and methods used by Segal are reasonable. Also, in the actuanal analysis, Segal uses a 2.0% 
COLA for the If Bill Enacted scenario. While the PRB actuanes believe a 2.25% COLA would be more 
appropnate given the bill language, the impact of this difference is expected to be small, and therefore, the use 
of a 2.0% assumed COLA is not unreasonable. 

METHODOLOGYANDSTANDARDS 

According to the PRB actuaries, to the best of their knowledge, no material biases exist with respect to the data, 
methods or assumptions used to develop the analysis other than those specifically identified above and in the 
actuarial review. The PRB did not audit the information provided but has reviewed the information for 
reasonableness and consistency with other information provided by or for the affected retirement systems. The 
PRB is not responsible for the accuracy or completeness of the information provided to the agency. All 
actuarial projections have a degree of uncertamty because they are based on the probability of occurrence of 
future contingent events. Accordingly, actual results will be different from the results contained in the analysis 
to the extent actual future expenence varies from the expenence implied by the assumptions. This analysis is 
based on the assumption that no other legtslative changes affecting the funding or benefits of DPFPS will be 
adopted. It should be noted that when several proposals are adopted, the effect of each may be compounded, 
resultmg in a cost that is greater (or less) than the sum of each proposal considered independently. 

SOURCES 
Actuarial Analysis by Jeffery S. Williams, FCA, ASA, MAAA, EA, Vice President and Consulting Actuary, 
Segal Consulting, March, 28, 20 I 7. 

Actuarial Review by Robert M. May, FSA, EA, MAAA, Board Actuary; and Kenneth J. Herbold, ASA, EA, 
MAAA, Staff Actuary, Pension Review Board, March 31, 2017. 

GLOSSARY 
Actuanal Accrued Liability (AAL) -The portion of the PVFB that is attributed to past service. 

Actuarial Value of Assets (A VA)- The smoothed value of system's assets. 

Amortization Payments - The yearly payments made to reduce the Unfunded Actuarial Accrued Liability 
(UAAL). 

Amortization Period - The number of years required to pay off the unfunded actuanal accrued liability. The 
State Pension Review Board recommends that funding should be adequate to amortize the UAAL over a period 
whtch should not exceed 40 years, wtth 15-25 years being a more preferable target. An amortization period of 
0-15 years is also a more preferable target. 

Actuanal Cost Method - A method used by actuaries to divide the Present Value of Future Benefits (PVFB) into 
the Actuarial Accrued Liability (AAL), the Present Value of Future Normal Costs (PVFNC), and the Normal 
Cost (NC). 

Funded Ratio (FR)- The ratio of actuarial assets to the actuarial accrued liabilities. 

Market Value of Assets (MV A)- The fair market value of the system's assets. 

Normal Cost (NC)- The portion of the PVFB that is attributed to the current year of service. 
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' 
Present Value of Future Benefits (PVFB) - The present value of all benefits expected to be paid from the plan to 
current plan participants. 

Present Value of Future Normal Costs (PVFNC)- The portion of the PVFB that will be attributed to future years 
of service. 

Unfunded Actuarial Accrued Liability (UAAL) - The Actuarial Accrued Liability (AAL) less the Actuarial 
Value of Assets (AVA). 

Source Agencies: 338 Pension Review Board 

lBB Staff: UP, KFa 
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