SENATE JOURNAL

EIGHTY-FIFTH LEGISLATURE — REGULAR SESSION
AUSTIN, TEXAS

PROCEEDINGS

FORTY-EIGHTH DAY
(Monday, May 1, 2017)

The Senate met at 1:00 p.m. pursuant to adjournment and was called to order by
Senator Perry.

The roll was called and the following Senators were present: Bettencourt,
Birdwell, Buckingham, Burton, Campbell, Creighton, Estes, Garcia, Hall, Hancock,
Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nelson,
Nichols, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin,
Uresti, Watson, West, Whitmire, Zaffirini.

The Presiding Officer announced that a quorum of the Senate was present.

Pastor Jeff McCreight, Rock City Church, Lubbock, was introduced by Senator
Perry and offered the invocation as follows:

Our Father and our God, we approach Your throne today on behalf of
our state Senate and all that will be done in this Chamber today. We
acknowledge that You are God of all creation. You framed the world. And
so, we seek Your guidance today concerning the political framework of the
State of Texas. I ask that Your wisdom fill the minds of these Senators as
they labor to strengthen and sustain the frame, so that this state will remain
strong as it is passed from generation to generation. All of us here today
understand that our nation, therefore our state, is always vulnerable to ideals
and forces which would weaken our resolve and fray the moral fiber of our
society. Therefore, I ask that the eyes of their understanding would have a
sharp focus and their minds a keen insight. All these individuals are here
today by sacrifice. Somewhere in many cities and towns in Texas there are
spouses and children whom these people are having to be apart from in
order to conduct the business of the people of this great state. I ask You to
give them a great return in their personal lives and in their families. As was
said of King David at the end of his life, may it be said of these Senators at
the close of this the 85th legislative session, they served their generations
well. I ask these things in the name and authority of Jesus Christ. Amen.

Senator Whitmire moved that the reading of the Journal of the proceedings of the
previous day be dispensed with and the Journal be approved as printed.

The motion prevailed without objection.
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MESSAGE FROM THE HOUSE

HOUSE CHAMBER
Austin, Texas
Monday, May 1, 2017 - 1
The Honorable President of the Senate
Senate Chamber
Austin, Texas

Mr. President:

I am directed by the house to inform the senate that the house has taken the following
action:

THE HOUSE HAS PASSED THE FOLLOWING MEASURES:

HB 28 Bonnen, Dennis

Relating to the use of certain surplus state revenue, in certain circumstances, to adjust
franchise tax rates to phase out the franchise tax and to the expiration of that tax.

HB 51 Guillen

Relating to regulation of the commercial oyster industry in this state; increasing
criminal penalties; authorizing a fee.

HB 91 White

Relating to a review of occupational licensing requirements related to an applicant's
criminal history.

HB 104 White

Relating to notification provided to certain victims of criminal offenses.

HB 106 Martinez, "Mando"

Relating to certain images captured by an unmanned aircraft.

HB 115 Guillen

Relating to the value of a residential dwelling that may be offered or awarded as a
prize at a charitable raffle.

HB 216 Springer

Relating to the designation of a portion of U.S. Highway 380 in Young and Jack
Counties as the Henry H. King Memorial Highway.

HB 239 Hernandez

Relating to a report regarding the confinement of pregnant inmates by the Texas
Department of Criminal Justice.

HB 249 Hernandez

Relating to investigations of abuse, neglect, or exploitation conducted by the
Department of Family and Protective Services.

HB 279 Howard
Relating to the continuation of the women's health advisory committee.
HB 298 Larson

Relating to a parent's right to view the body of a deceased child before an autopsy is
performed.
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HB 418 White

Relating to certain duties of the Commission on Jail Standards regarding guidelines
for the transportation of inmates by private vendors.

HB 516 Israel

Relating to the requirement that drivers younger than a certain age complete and pass
a driver education course.

HB 572 Stephenson

Relating to the disposal of pesticides.

HB 578 Turner

Relating to certain leave policies for state employees.

HB 657 Bernal

Relating to procedures for a student enrolled in a special education program who fails
to perform satisfactorily on certain assessment instruments.

HB 740 Burkett

Relating to the issuance and renewal of licenses and registrations for certain child-care
facilities and the amount of the fees for those licenses.

HB 832 Clardy

Relating to state funding for baccalaureate degree programs offered at certain public
junior colleges.

HB 836 Clardy

Relating to a requirement that certain participating institutions under the student loan
program administered by the Texas Higher Education Coordinating Board provide
loan debt information to certain students.

HB 919 Kacal

Relating to workers' compensation insurance coverage for certain intrastate fire
mutual aid system team members and regional incident management team members.
HB 922 Workman

Relating to the creation of the Southwestern Travis County Groundwater
Conservation District; providing authority to issue bonds; providing authority to
impose fees.

HB 926 Murr

Relating to the authority of certain counties to impose a hotel occupancy tax.

HB 1003 Capriglione

Relating to investment of public funds.

HB 1101 Pickett

Relating to the authority of the chief appraiser of an appraisal district to require a
person to file a new application to confirm the person's current qualification for the
exemption from ad valorem taxation of the total appraised value of the residence
homestead of a 100 percent disabled veteran.

HB 1106 Thompson, Senfronia

Relating to the membership of the Texas Racing Commission.
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HB 1162 Guillen

Relating to the designation of a portion of Farm-to-Market Road 649 as the State
Trooper David Lee Nevarez Memorial Highway.

HB 1170 Reynolds

Relating to the authority of counties to advertise on personal property owned or leased
by the county.

HB 1204 White

Relating to the provision of services as an alternative to adjudication for certain
children who engage in conduct in need of supervision or delinquent conduct.

HB 1266 Geren

Relating to notice for hearings and trial settings in criminal cases.

HB 1284 Thompson, Senfronia

Relating to the licensing and regulation of a journeyman lineman.

HB 1292 Raymond

Relating to the Texas Funeral Service Commission; authorizing fees.

HB 1424 Murphy

Relating to the operation of an unmanned aircraft over certain facilities or sports
venues; creating a criminal offense.

HB 1439 Bell

Relating to providing road district powers to the Wood Trace Municipal Utility
District No. 3 of Montgomery County, Texas; providing authority to issue bonds.

HB 1445 Bell

Relating to providing road district powers to the Montgomery County Municipal
Utility District No. 130; providing authority to issue bonds.

HB 1448 Bell

Relating to providing road district powers to the Montgomery County Municipal
Utility District No. 131; providing authority to issue bonds.

HB 1455 Bohac

Relating to the creation of the Harris County Municipal Utility District No. 552;
granting a limited power of eminent domain; providing authority to issue bonds;
providing authority to impose assessments, fees, and taxes.

HB 1468 Thompson, Senfronia

Relating to the sanitation and safety requirements for certain artificial bodies of water
maintained for public recreational purposes.

HB 1469 Bailes

Relating to qualifications for certain teachers employed by certain open-enrollment
charter schools.

HB 1481 Lozano

Relating to the abolition of the fee established by the commissioner of the General
Land Office for processing applications for terminal facility discharge prevention and
response certificates.
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HB 1560 Guillen
Relating to the removal of an obsolete reference regarding open-enrollment charter
schools and the State Board of Education.

HB 1571 Paddie
Relating to energy savings performance contracts.
HB 1625 Bonnen, Greg

Relating to the procedures for the enforcement by the General Land Office of the Oil
Spill Prevention and Response Act of 1991.

HB 1646 Lozano

Relating to the waiver of certain fees for an assumed name certificate or a statement of
abandonment of use of an assumed name filed by a military veteran.

HB 1648 Price

Relating to the designation of a water conservation coordinator by a retail public
water utility to implement a water conservation plan.

HB 1655 King, Phil

Relating to the reporting of certain offenses committed by members of the Texas
military forces.

HB 1664 Bell

Relating to providing road powers to the Wood Trace Municipal Utility District No. 1,
of Montgomery County, Texas; providing authority to issue bonds.

HB 1669 King, Tracy O.

Relating to certain complaints concerning a student's participation in an
extracurricular activity.

HB 1691 Smithee

Relating to the designation of certain rest areas on Interstate Highway 27 in Hale
County as the Nelda Laney Safety Stops.

HB 1704 Kuempel

Relating to the award of court costs and attorney's fees in actions to determine the
applicability of certain local government regulations.

HB 1727 Faircloth

Relating to the issuance of certain search warrants.

HB 1735 Faircloth

Relating to certain election officers.

HB 1779 Dale

Relating to the authority of the Department of Public Safety to obtain and use criminal
history record information for the purpose of performing certain departmental
functions.

HB 1790 Pickett
Relating to revoked disabled parking placards.
HB 1791 Pickett

Relating to the use of connected braking systems to maintain distance between
vehicles.
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HB 1814 Murr

Relating to application requirements for certain probate proceedings.

HB 1859 Simmons

Relating to certain rental-purchase agreements.

HB 1861 Elkins

Relating to the confidentiality of certain information related to a computer security
incident.

HB 1921 Flynn

Relating to the functions and territory of the Upper Colorado River Authority,
following the recommendations of the Sunset Advisory Commission.

HB 1934 Minjarez

Relating to temporary certification of an educator from outside the state who is the
spouse of an active duty military service member.

HB 1954 Murr

Relating to convenience and trust accounts established at financial institutions.

HB 1956 Springer

Relating to the operation of certain off-highway vehicles.

HB 1962 Thompson, Ed

Relating to the creation of the Brazoria County Municipal Utility District No. 69;
granting a limited power of eminent domain; providing authority to issue bonds;
providing authority to impose assessments, fees, and taxes.

HB 1963 Thompson, Ed

Relating to the creation of the Brazoria County Municipal Utility District No. 70;
granting a limited power of eminent domain; providing authority to issue bonds;
providing authority to impose assessments, fees, and taxes.

HB 1975 Villalba

Relating to enforcement of a lien on property in a self-service storage facility by a sale
conducted through an Internet website.

HB 1983 Wray

Relating to the eligibility of a first responder for workers' compensation benefits for
post-traumatic stress disorder.

HB 1989 Shine

Relating to the requirements for withdrawal by a certified self-insurer from workers'
compensation self-insurance.

HB 1990 Shine

Relating to the administration of the Texas certified self-insurer guaranty trust fund.
HB 1995 Elkins

Relating to the Texas Uniform Trade Secrets Act.

HB 2035 Walle

Relating to the continuation of the Maternal Mortality and Morbidity Task Force.

HB 2048 Dutton

Relating to certain procedures for cases and orders relating to the Title IV-D agency.
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HB 2059 Phillips

Relating to the expunction of certain convictions or arrests of a minor for certain
alcohol-related offenses.

HB 2062 Phillips

Relating to the creation and operations of health care provider participation programs
in certain counties.

HB 2134 Metcalf

Relating to the creation of the Trinity Lakes Municipal Utility District of Montgomery
County; granting a limited power of eminent domain; providing authority to issue
bonds; providing authority to impose assessments, fees, and taxes.

HB 2215 Price

Relating to the deadline for adoption of desired future conditions in groundwater
conservation districts.

HB 2216 Gonzalez, Mary
Relating to the registration and regulation of health clubs.
HB 2220 Elkins

Relating to the powers and duties of the West Harris County Municipal Utility District
No. 21; providing authority to issue bonds; providing authority to impose fees and
taxes.

HB 2239 Raymond

Relating to transitional child-care services in the Temporary Assistance for Needy
Families (TANF) program.

HB 2271 Wray

Relating to decedents' estates and certain posthumous gifts.

HB 2279 Goldman

Relating to the regulation of residential service contracts.

HB 2321 Turner

Relating to low-income vehicle repair assistance, retrofit, and accelerated vehicle
retirement programs and local initiative projects.

HB 2326 Collier

Relating to medical causation narrative reports created under the Texas Workers'
Compensation Act.

HB 2328 Lucio III

Relating to an expedited response by a governmental body to a request for public
information.

HB 2332 Thompson, Ed

Relating to the creation of the Brazoria County Management District No. 1; providing
authority to issue bonds; providing authority to impose assessments, fees, and taxes.
HB 2356 Cosper

Relating to the applicability of the law governing the provision of state aid to certain

local governments disproportionately affected by the granting of ad valorem tax relief
to disabled veterans.
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HB 2366 Davis, Yvonne

Relating to the use of certain lighting equipment on airport security vehicles.

HB 2378 Larson

Relating to extensions of an expired permit for the transfer of groundwater from a
groundwater conservation district.

HB 2413 Burkett

Relating to certain identifying information regarding career school or college students.
HB 2460 Deshotel

Relating to the board of commissioners of the Port of Beaumont Navigation District
of Jefferson County.

HB 2546 Zerwas

Relating to completion of work status reports by a physician assistant under the
workers' compensation system.

HB 2562 Shine

Relating to a sales and use tax exemption for property used in master recordings and
admissions to certain amusement services.

HB 2571 Gutierrez

Relating to the establishment of a trauma affected veterans clinical care and research
center at The University of Texas Health Science Center at San Antonio.

HB 2580 Holland

Relating to criminal history record information obtained by the savings and mortgage
lending commissioner.

HB 2588 Clardy

Relating to access to criminal history record information by the Railroad Commission
of Texas.

HB 2590 Raymond

Relating to the amelioration and informal dispute resolution processes for providers
participating in certain Medicaid waiver programs.

HB 2611 VanDeaver

Relating to broker agreements for the sale of real property by school districts.

HB 2675 Dean

Relating to the designation of a portion of State Highway 31 in Gregg County as the
Jack Ward Memorial Highway.

HB 2698 Neave

Relating to designating June 12 as Women Veterans Day.

HB 2726 Holland

Relating to state banks, state bank holding companies, and branches of foreign banks.
HB 2750 Hinojosa, Gina

Relating to requiring a public employer to give notice to new employees of the ability
of certain employees to participate in the Public Service Loan Forgiveness Program.
HB 2792 Gonzalez, Mary

Relating to housing authorities established by municipalities and counties.
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HB 2891 Smithee

Relating to the medical authorization required to release protected health information
in a health care liability claim.

HB 2936 Deshotel

Relating to the administration of the Port of Port Arthur Navigation District of
Jefterson County, including the authority to impose taxes.

HB 2943 Larson

Relating to the use of money in the state water pollution control revolving fund.

HB 2949 Holland

Relating to the maximum amount of a documentary fee charged by a retail seller of
motor vehicles.

HB 2968 Bonnen, Dennis

Relating to the operation of a golf cart or utility vehicle on a public highway in certain
counties.

HB 2994 Ashby
Relating to workforce continuing education offered by public junior colleges.
HB 2995 Ashby

Relating to the creation and operations of health care provider participation programs
in certain counties.

HB 3018 Phelan
Relating to reciprocity requirements for nonresident insurance agents to offer or sell
insurance policies issued by the Texas Windstorm Insurance Association.

HB 3055 Guillen
Relating to the restrictions on political activities for a county elections administrator.
HB 3090 Cyrier

Relating to the enforcement of laws prohibiting outdoor burning of waste and
combustible material.

HB 3101 Kuempel

Relating to authorizing the sale of alcoholic beverages on certain passenger buses;
authorizing a fee.

HB 3157 Bonnen, Dennis

Relating to requirements for screenings in public or private schools to detect vision
disorders of students.

HB 3220 Phillips

Relating to the regulation of insurance holding company systems, including
internationally active insurance groups; authorizing a fee.

HB 3277 Guillen

Relating to the imposition of an administrative penalty for certain violations of the law
regulating plumbing.

HB 3283 Guillen

Relating to the designation of a portion of State Highway 16 in Duval County as the
Al Dean Memorial Highway.
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HB 3286 Goldman

Relating to the regulation of game rooms in certain counties.

HB 3338 White

Relating to the issuance of identification documentation for foster care youth.

HB 3358 Cosper

Relating to expedited licensing procedures for certain nurses who are military
spouses.

HB 3398 Darby

Relating to the creation and operations of health care provider participation programs
in certain counties.

HB 3402 Bonnen, Dennis

Relating to the sale of certain state property in Brazoria County by the Texas Board of
Criminal Justice.

HB 3536 Ashby

Relating to the designation of a portion of Interstate Highway 45 as the Sergeant
Wade Daniel Wilson Memorial Highway.

HB 3557 Murphy

Relating to the system for protesting or appealing certain ad valorem tax
determinations.

HB 3594 Dutton

Relating to procedures related to juvenile justice proceedings; increasing the
punishment for certain delinquent conduct.

HB 3618 King, Tracy O.

Relating to the timing of the expiration of water quality permits.

HB 3647 Dale

Relating to the Texas Peace Officers' Memorial Monument.

HB 3722 King, Ken

Relating to funding adjustments for school districts that annex academically
unacceptable school districts.

HB 3954 Gonzales, Larry

Relating to the creation and operations of health care provider participation programs
in certain counties.

HB 3964 Meyer

Relating to the designation of a portion of State Highway 289 in Dallas County as the
Harold C. Simmons Memorial Highway.

HB 4042 Paddie

Relating to the sale by certain alcoholic beverage permit holders of alcoholic
beverages at auction.

HCR 45 White

Urging Congress to bestow the Congressional Medal of Honor on Doris "Dorie"
Miller for his heroism during World War II.
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HCR 56 Shine
Recognizing Texas as a Purple Heart State.
HCR 86 Gonzales, Larry

Designating May as Fallen First Responder Awareness Month for a 10-year period
beginning in 2017.
HCR 87 Paul

Urging Congress to direct the Department of Defense to relocate the United States
Africa Command to Ellington Field Joint Reserve Base in Houston.

HCR 89 Raymond
Directing the Texas Workforce Commission to rename the Texas Workforce
Commission building the Lloyd M. Bentsen State Office Building.

HCR 113 Gervin-Hawkins
Urging future owners to preserve the name of the G. J. Sutton State Office Complex in
San Antonio.

HCR 141 Murphy
Directing the Texas Facilities Commission to rename the State Insurance Building in
the Capitol Complex in honor of former president George H. W. Bush.

SB 4 Perry Sponsor: Geren

Relating to the enforcement by campus police departments and certain local
governmental entities of state and federal laws governing immigration and to related
duties and liability of certain persons in the criminal justice system; providing a civil
penalty; creating a criminal offense.

(Committee Substitute/Amended)

SB 301 Watson Sponsor: Flynn

Relating to the operations and functions of the Employees Retirement System of
Texas and the sunset review date for, financial management of, and programs
administered by the agency.

(Amended)

SB 988 Zaftirini Sponsor: Israel
Relating to the participation of a county judge in a meeting of a commissioners court
conducted by videoconference call.

SB 1120 Zaffirini Sponsor: Wray
Relating to the prohibition of local motor fuel taxes on compressed natural gas and
liquefied natural gas.

Respectfully,

/s/Robert Haney, Chief Clerk
House of Representatives
PHYSICIAN OF THE DAY

Senator Nelson was recognized and presented Dr. Neelima Kale of Flower
Mound as the Physician of the Day.
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The Senate welcomed Dr. Kale and thanked her for her participation in the
Physician of the Day program sponsored by the Texas Academy of Family
Physicians.

INTRODUCTION OF
BILLS AND RESOLUTIONS POSTPONED

The Presiding Officer, Senator Perry in Chair, announced that the introduction of
bills and resolutions on first reading would be postponed until the end of today's
session.

There was no objection.
REPORT OF COMMITTEE ON NOMINATIONS

Senator Birdwell submitted the following report from the Committee on
Nominations:

We, your Committee on Nominations, to which were referred the following
appointments, have had same under consideration and report them back to the Senate
with a recommendation that they be confirmed:

Members, Board of Regents, Midwestern State University; Warren Thomas
Ayres, Wichita County; Tiffany Dawn Burks, Tarrant County; Shelley Schmitz
Sweatt, Wichita County.

Members, Board of Regents, Stephen F. Austin State University: Scott Harvey
Coleman, Harris County; Alton Lee Frailey, Fort Bend County.

Members, Board of Regents, The Texas A&M University System: Timothy
Allen Leach, Midland County; Elaine Marie Mendoza-Gay, Bexar County; Clifton
Leo Thomas, Victoria County.

Members, Texas Commission on the Arts: Mila Beth Gibson, Nolan County;
Felix Noel Padron, Bexar County; Marci Lenee Roberts, Brewster County; Stephanie
Stephens, Harris County; Kevin Yu, Dallas County.

Members, Texas Military Preparedness Commission: Carol Ann Halliday
Bonds, Tom Green County; Garry William Bradford, Nueces County; Darrell Glen
Coleman, Wichita County; Thomas Carl Duncavage, Galveston County; Woody
Francis Gilliland, Taylor County; Dennis Leamon Lewis, Bowie County; Kevin Earl
Pottinger, Tarrant County; Kenneth F. Sheets, Dallas County; Annette Louise Sobel,
Lubbock County; Shannalea Grubb Taylor, Val Verde County; Alton F. Thomas, El
Paso County; James Allen Whitmore, Comal County.

Member, Board of Regents, Texas Southern University: Oliver J. Bell, Harris
County.

Member, Board of Regents, Texas Woman's University: Nolan E. Perez,
Cameron County.

Members, Board of Regents, University of North Texas System: Ashok Kumar
Mago, Dallas County; George B. Ryan, Dallas County; Laura Lynne Hesse Wright,
Dallas County.
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NOTICE OF CONSIDERATION OF NOMINATIONS

Senator Birdwell gave notice that he would tomorrow submit to the Senate for
consideration nominations to agencies, boards, and commissions of the state.

CONCLUSION OF MORNING CALL
The Presiding Officer at 1:22 p.m. announced the conclusion of morning call.

COMMITTEE SUBSTITUTE
SENATE BILL 625 ON SECOND READING

On motion of Senator Kolkhorst and by unanimous consent, the regular order of
business was suspended to take up for consideration CSSB 625 at this time on its
second reading:

CSSB 625, Relating to public access to financial and tax rate information of
certain special purpose districts; imposing a civil penalty.

The bill was read second time.
Senator Kolkhorst offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 625 by Kolkhorst (senate committee printing) in SECTION 3(a)
of the bill (page 3, line 54), strike "January" and substitute "September".

The amendment to CSSB 625 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

CSSB 625 as amended was passed to engrossment by a viva voce vote.
All Members are deemed to have voted "Yea" on the passage to engrossment.

COMMITTEE SUBSTITUTE
SENATE BILL 625 ON THIRD READING

Senator Kolkhorst moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 625 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

COMMITTEE SUBSTITUTE
SENATE BILL 1677 ON SECOND READING

Senator Lucio moved to suspend the regular order of business to take up for
consideration CSSB 1677 at this time on its second reading:

CSSB 1677, Relating to information about services for women veterans provided
through certain state agency applications.

The motion prevailed.
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Senators Burton and Taylor of Collin asked to be recorded as voting "Nay" on
suspension of the regular order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on on the passage to engrossment
except as follows:

Nays: Burton, Taylor of Collin.

COMMITTEE SUBSTITUTE
SENATE BILL 1677 ON THIRD READING

Senator Lucio moved that Senate Rule 7.18 and the Constitutional Rule requiring
bills to be read on three several days be suspended and that CSSB 1677 be placed on
its third reading and final passage.

The motion prevailed by the following vote: Yeas 29, Nays 2.

Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Creighton, Estes, Garcia,
Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Menéndez,
Miles, Nelson, Nichols, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston,
Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Burton, Taylor of Collin.

The bill was read third time and was passed by the following vote: Yeas 29,
Nays 2. (Same as previous roll call)

(President in Chair)
BILL AND RESOLUTIONS SIGNED

The President announced the signing of the following enrolled bill and
resolutions in the presence of the Senate after the caption had been read:

HB 89, SCR 25, SCR 43, SCR 44, SCR 45.
SENATE BILL 1733 ON THIRD READING

Senator Birdwell moved to suspend the regular order of business to take up for
consideration SB 1733 at this time on its third reading and final passage:

SB 1733, Relating to recognition of certain identification documents by
governmental officials.

The motion prevailed by the following vote: Yeas 20, Nays 11.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Hall, Hancock, Huffines, Huffman, Hughes, Kolkhorst, Nelson, Nichols, Perry,
Schwertner, Seliger, Taylor of Galveston, Taylor of Collin.

Nays: Garcia, Hinojosa, Lucio, Menéndez, Miles, Rodriguez, Uresti, Watson,
West, Whitmire, Zaffirini.

The bill was read third time and was passed by the following vote: Yeas 20,
Nays 11. (Same as previous roll call)
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SENATE BILL 1836 ON SECOND READING

Senator Burton moved to suspend the regular order of business to take up for
consideration SB 1836 at this time on its second reading:

SB 1836, Relating to a study on the adjudication of juveniles charged with
misdemeanors punishable by fine only and the use of certain terms signifying age in
the criminal justice and juvenile justice statutes of this state.

The motion prevailed by the following vote: Yeas 27, Nays 4.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Garcia, Hall, Hinojosa, Huffines, Hughes, Kolkhorst, Lucio, Menéndez, Miles,
Nelson, Perry, Rodriguez, Seliger, Taylor of Galveston, Taylor of Collin, Uresti,
Watson, West, Whitmire, Zaffirini.

Nays: Hancock, Huffman, Nichols, Schwertner.

The bill was read second time and was passed to engrossment by the following
vote: Yeas 27, Nays 4. (Same as previous roll call)

SENATE BILL 1836 ON THIRD READING

Senator Burton moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that SB 1836 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 27, Nays 4.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Garcia, Hall, Hinojosa, Huffines, Hughes, Kolkhorst, Lucio, Menéndez, Miles,
Nelson, Perry, Rodriguez, Seliger, Taylor of Galveston, Taylor of Collin, Uresti,
Watson, West, Whitmire, Zaffirini.

Nays: Hancock, Huffman, Nichols, Schwertner.

The bill was read third time and was passed by the following vote: Yeas 27,
Nays 4. (Same as previous roll call)

MESSAGES FROM THE GOVERNOR

The following Messages from the Governor were read and were referred to the
Committee on Nominations:

May 1, 2017
Austin, Texas

TO THE SENATE OF THE EIGHTY-FIFTH LEGISLATURE, REGULAR
SESSION:

I ask the advice, consent and confirmation of the Senate with respect to the
following appointments:

To be members of the Texas Board of Respiratory Care for terms to expire
February 1, 2023:

Latana T. Jackson-Woods

Cedar Hill, Texas

(Ms. Jackson-Woods is being reappointed)



1374 85th Legislature — Regular Session 48th Day

Shad J. Pellizzari
Cedar Park, Texas
(Mr. Pellizzari is being reappointed)

Sonia K. Sanderson
Beaumont, Texas
(Ms. Sanderson is being reappointed)

Respectfully submitted,

/s/Greg Abbott
Governor

May 1, 2017
Austin, Texas

TO THE SENATE OF THE EIGHTY-FIFTH LEGISLATURE, REGULAR
SESSION:

On January 13, 2017, I submitted the name of Donna L. Nelson for appointment
to the Public Utility Commission of Texas for a term to expire September 1, 2021.

Because she resigned, I hereby withdraw her nomination and request that the
Senate return the appointment to me.

Respectfully submitted,

/s/Greg Abbott
Governor

GUESTS PRESENTED

Senator Whitmire was recognized and introduced to the Senate a Houston Police
Department delegation, accompanied by Houston Chief of Police Art Acevedo.

Senator Whitmire also introduced a Houston Fire Department delegation.
The Senate welcomed its guests.

COMMITTEE SUBSTITUTE
SENATE BILL 1480 ON SECOND READING

Senator Hughes moved to suspend the regular order of business to take up for
consideration CSSB 1480 at this time on its second reading:

CSSB 1480, Relating to the guarantee of school district and charter district bonds
by the permanent school fund.

The motion prevailed.

Senators Hall, Miles, and Nichols asked to be recorded as voting "Nay" on
suspension of the regular order of business.

Senator West asked to be recorded as "Present-not voting" on suspension of the
regular order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.
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All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Hall, Miles, Nichols.
Present-not voting: West.

COMMITTEE SUBSTITUTE
SENATE BILL 1480 ON THIRD READING

Senator Hughes moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 1480 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 27, Nays 3, Present-not
voting 1.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Garcia, Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio,
Menéndez, Nelson, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston,
Taylor of Collin, Uresti, Watson, Whitmire, Zaffirini.

Nays: Hall, Miles, Nichols.
Present-not voting: West.

The bill was read third time and was passed by the following vote: Yeas 27,
Nays 3, Present-not voting 1. (Same as previous roll call)

SENATE BILL 1030 ON SECOND READING

Senator Taylor of Galveston moved to suspend the regular order of business to
take up for consideration SB 1030 at this time on its second reading:

SB 1030, Relating to the exemption from ad valorem taxation of real property
leased to and used by certain schools.

The motion prevailed.

Senators Creighton, Kolkhorst, and Nichols asked to be recorded as voting
"Nay" on suspension of the regular order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Creighton, Kolkhorst, Nichols.
SENATE BILL 1030 ON THIRD READING

Senator Taylor of Galveston moved that Senate Rule 7.18 and the Constitutional
Rule requiring bills to be read on three several days be suspended and that SB 1030
be placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 28, Nays 3.
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Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Estes, Garcia,
Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Lucio, Menéndez, Miles,
Nelson, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin,
Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Creighton, Kolkhorst, Nichols.

The bill was read third time and was passed by the following vote: Yeas 28,
Nays 3. (Same as previous roll call)

SENATE JOINT RESOLUTION 42 ON SECOND READING

Senator Taylor of Galveston moved to suspend the regular order of business to
take up for consideration SJR 42 at this time on its second reading:

SJR 42, Proposing a constitutional amendment authorizing the legislature to
exempt from ad valorem taxation real property leased to certain schools organized and
operated primarily for the purpose of engaging in educational functions.

The motion prevailed.

Senators Creighton, Kolkhorst, and Nichols asked to be recorded as voting
"Nay" on suspension of the regular order of business.

The resolution was read second time and was passed to engrossment by a viva
voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Creighton, Kolkhorst, Nichols.
SENATE JOINT RESOLUTION 42 ON THIRD READING

Senator Taylor of Galveston moved that Senate Rule 7.18 and the Constitutional
Rule requiring bills to be read on three several days be suspended and that SJR 42 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 28, Nays 3.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Estes, Garcia,
Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Lucio, Menéndez, Miles,
Nelson, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin,
Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Creighton, Kolkhorst, Nichols.

The resolution was read third time and was passed by the following
vote: Yeas 28, Nays 3. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 2190 ON SECOND READING

Senator Huffman moved to suspend the regular order of business to take up for
consideration CSSB 2190 at this time on its second reading:

CSSB 2190, Relating to the public retirement systems of certain municipalities.
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The motion prevailed by the following vote: Yeas 24, Nays 6, Present-not
voting 1.

Yeas: Birdwell, Buckingham, Burton, Estes, Hancock, Hinojosa, Huffines,
Huffman, Hughes, Lucio, Menéndez, Miles, Nelson, Nichols, Perry, Rodriguez,
Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Bettencourt, Campbell, Creighton, Hall, Kolkhorst, Taylor of Collin.
Present-not voting: Garcia.
The bill was read second time.
Senator Huffman offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 2190 (Senate committee printing) by striking all below the

enacting clause and substituting the following:
ARTICLE 1. FIREFIGHTERS' RELIEF AND RETIREMENT FUND

SECTION 1.01. Section 1, Article 6243e.2(1), Revised Statutes, is amended by
amending Subdivisions (1-a), (1-b), (3), (13-a), (15-a), (15-b), and (16) and adding
Subdivisions (1-c), (1-d), (1-e), (1-f), (1-g), (3-a), (3-b), (3-¢), (3-d), (10-a), (10-b),
(11-a), (12-a), (12-b), (12-¢), (12-d), (12-e), (12-f), (12-g), (13-b), (13-c), (13-d),
(13-e), (15-¢), (15-d), (15-e), (15-1), (16-a), (16-b), (16-¢c), (16-d), (16-e), and (16-f) to
read as follows:

(1-a) "Actuarial data" includes:

(A) the census data, assumption tables, disclosure of methods, and
financial information that are routinely used by the fund actuary for the fund's
valuation studies or an actuarial experience study under Section 13D of this article;
and

(B) other data that is reasonably necessary to implement Sections 13A

through [3F of this article. [“Averase-menthly—satary—means—onethirty-sitethot-the

(1-b) "Actuarial experience study has the meaning assigned by Section
8021014 GovemmentCode[" ehttd—meansaechtd-etfamemberb

(1-c) "Amortization perlod" means the time period necessary to fully pay a

liability layer.
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(1-d) "Amortization rate" means the sum of the scheduled amortization
payments for a given fiscal year for the current liability layers divided by the projected
pensionable payroll for that fiscal year.

(1-e) "Assumed rate of return" means the assumed market rate of return on
fund assets, which is seven percent per annum unless adjusted as provided by this
article.

(1-f) "Average monthly salary" means, if the member has participated in the
fund for:

(A) three or more years, the total salary received by a member as a
firefighter over the member's:
(1) highest 78 biweekly pay periods for a member hired before the
year 2017 effective date, including a member who was hired before the year 2017
effective date and who involuntarily separated from service but was retroactively
reinstated in accordance with an arbitration, civil service, or court ruling; or
(ii) last 78 biweekly pay periods ending before the earlier of the
date the member terminates employment with the fire department, divided by 36, or
the member began participation in the DROP, divided by 36; or
(B) fewer than three years, the total salary paid to the member for the
periods the member participated in the fund divided by the number of months the
member has participated in the fund.
If a member is not paid on the basis of biweekly pay periods, "average monthly
salary" is determined on the basis of the number of pay periods under the payroll
practices of the municipality sponsoring the fund that most closely correspond to 78
biweekly pay periods.

(1-g) "Beneficiary adult child" means a child of a member by birth or

adoption who:
(A) is not an eligible child; and
(B) is designated a beneficiary of a member's DROP account by valid
designation under Section 5(j-1).

(3) "Code" means the federal Internal Revenue Code of 1986, as amended.

(3-a) "Confidentiality agreement" means a letter agreement sent from the
municipal actuary or an independent actuary in which the municipal actuary or the
independent actuary, as applicable, agrees to comply with the confidentiality
provisions of this article.

(3-b) "Corridor" means the range of municipal contribution rates that are:

(A) equal to or greater than the minimum contribution rate; and
(B) equal to or less than the maximum contribution rate.

(3-¢) "Corridor margin" means five percentage points.

(3-d) "Corridor midpoint" means the projected municipal contribution rate
specified for each fiscal year for 31 years in the initial risk sharing valuation study
under Section 13C of this article, and as may be adjusted under Section 13E or 13F of
this article, and in each case rounded to the nearest hundredths decimal place.

(10-a) "Employer normal cost rate" means the normal cost rate minus the
member contribution rate.
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(10-b) "Estimated municipal contribution rate" means the municipal
contribution rate estimated in a final risk sharing valuation study under Section 13B or
13C of this article, as applicable, as required by Section 13B(a)(5) of this article.

(11-a) "Fiscal year," except as provided by Section 1B of this article, means
a fiscal year beginning on July 1 and ending on June 30.

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

(12-b) "Legacy liability" means the unfunded actuarial accrued liability:

(A) for the fiscal year ending June 30, 2016, reduced to reflect:
(i) changes to benefits or contributions under this article that took
effect on the year 2017 effective date; and
(ii) payments by the municipality and earnings at the assumed rate
of return allocated to the legacy liability from July 1, 2016, to July 1, 2017, excluding
July 1,2017; and
(B) for each subsequent fiscal year:
(i) reduced by the contributions for that year allocated to the
amortization of the legacy liability; and
(i1) adjusted by the assumed rate of return.

(12-c¢) "Level percent of payroll method" means the amortization method
that defines the amount of the liability layer recognized each fiscal year as a level
percent of pensionable payroll until the amount of the liability layer remaining is
reduced to zero.

(12-d) "Liability gain layer" means a liability layer that decreases the
unfunded actuarial accrued liability.

(12-e) "Liability layer" means the legacy liability established in the initial
risk sharing valuation study under Section 13C of this article and the unanticipated
change as established in each subsequent risk sharing valuation study prepared under
Section 13B of this article.

(12-f) "Liability loss layer" means a liability layer that increases the
unfunded actuarial accrued liability. For purposes of this article, the legacy liability is
a liability loss layer.

(12-g) "Maximum contribution rate" means the rate equal to the corridor
midpoint plus the corridor margin.

(13-a) "Minimum contribution rate" means the rate equal to the corridor
midpoint minus the corridor margin [“Nermalretirement-age'-means-the-earkerof

a aga o hich tha ol otto A a PSR arizioa: o

= O v O 0

1

(13-b) "Municipality" means a municipality in this state having a population

of more than 2 million.

(13-c) "Municipal contribution rate" means a percent of pensionable payroll
that is the sum of the employer normal cost rate and the amortization rate for liability
layers, excluding the legacy liability, except as determined otherwise under the
express provisions of Sections 13E and 13F of this article.
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(13-d) "Normal cost rate" means the salary weighted average of the
individual normal cost rates determined for the current active population plus an
allowance for projected administrative expenses. The allowance for projected
administrative expenses equals the administrative expenses divided by the
pensionable payroll for the previous fiscal year, provided the administrative allowance
may not exceed 1.25 percent of the pensionable payroll for the current fiscal year
unless agreed to by the municipality.

(13-e) "Normal retirement age" means:

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

(B) except as provided by Paragraph (A) of this subdivision, for a
member hired or rehired on or after the year 2017 effective date, the age at which the
sum of the member's age, in years, and the member's years of participation in the fund
equals at least 70.

(15-a) "Payoff year" means the year a liability layer is fully amortized under
the amortization period. A payoff year may not be extended or accelerated for a period
that is less than one month. [* . i i
SeettorSA-ofthis-artele:]|

(15-b) "Pensionable payroll" means the aggregate salary of all the
firefighters on active service in an applicable fiscal year ["PROP-account"means-the
naotion orpt—a ichad to afla ha ads . a

[}
H oY

this-artiele].
(15-c) "Price inflation assumption" means:

(A) the most recent headline consumer price index 10-year forecast
published in the Federal Reserve Bank of Philadelphia Survey of Professional
Forecasters; or

(B) if the forecast described by Paragraph (A) of this subdivision is not
available, another standard as determined by mutual agreement between the
municipality and the board.

(15-d) "Projected pensionable payroll" means the estimated pensionable
payroll for the fiscal year beginning 12 months after the date of the risk sharing
valuation study prepared under Section 13B of this article at the time of calculation

by:

(A) projecting the prior fiscal year's pensionable payroll forward two
years using the current payroll growth rate assumptions; and
(B) adjusting, if necessary, for changes in population or other known
factors, provided those factors would have a material impact on the calculation, as
determined by the board.
(15-e) "PROP" means the post-retirement option plan under Section SA of
this article.
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(15-f) "PROP account" means the notional account established to reflect the
credits and contributions of a member or surviving spouse who made a PROP election
in accordance with Section 5A of this article before the year 2017 effective date.

(16) "Salary" means wages as defined by Section 3401(a) of the code, [the
amounts—nehadableinpgrossineome-ofamember| plus any amount not includable in
gross income under Section 104(a)(1), Section 125, Section 132(f), Section 402(g)(2)
[402(e)X3-er)], Section 457 [403(b}], or Section 414(h)(2) [4H4dD)] of the code,
except that with respect to amounts earned on or after the year 2017 effective date,
salary excludes overtime pay received by a member or the amount by which the salary
earned by a member on the basis of the member's appointed position exceeds the
salary of the member's highest tested rank.

(16-a) "Third quarter line rate" means the corridor midpoint plus 2.5
percentage points.

(16-b) "Ultimate entry age normal" means an actuarial cost method under
which a calculation is made to determine the average uniform and constant percentage
rate of contributions that, if applied to the compensation of each member during the
entire period of the member's anticipated covered service, would be required to meet
the cost of all benefits payable on the member's behalf based on the benefits
provisions for newly hired employees. For purposes of this definition, the actuarial
accrued liability for each member is the difference between the member's present
value of future benefits based on the tier of benefits that apply to the member and the
member's present value of future normal costs determined using the normal cost rate.

(16-c) "Unfunded actuarial accrued liability" means the difference between
the actuarial accrued liability and the actuarial value of assets. For purposes of this
definition:

(A) "actuarial accrued liability" means the portion of the actuarial
present value of projected benefits attributed to past periods of member service based
on the cost method used in the risk sharing valuation study prepared under Section
13B or 13C of this article, as applicable; and

(B) "actuarial value of assets" means the value of fund investments as
calculated using the asset smoothing method used in the risk sharing valuation study
prepared under Section 13B or 13C of this article, as applicable.

(16-d) "Unanticipated change" means, with respect to the unfunded
actuarial accrued liability in each subsequent risk sharing valuation study prepared
under Section 13B of this article, the difference between:

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

(B) the actual unfunded actuarial accrued liability as of the date of the
risk sharing valuation study.

(16-e) "Unused leave pay" means the accrued value of unused leave time
payable to an employee after separation from service in accordance with applicable
law and agreements.

(16-f) "Year 2017 effective date" means the date on which S.B. No. 2190,
Acts of the 85th Legislature, Regular Session, 2017, took effect.

SECTION 1.02. Article 6243e.2(1), Revised Statutes, is amended by adding
Sections 1A, 1B, 1C, and 1D to read as follows:
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Sec. 1A. INTERPRETATION OF ARTICLE. This article, including Sections
2(p) and (p-1) of this article, does not and may not be interpreted to:

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

(2) reduce or modify the rights of the municipality, the board, or the fund,
including any officer or employee of the municipality, board, or fund, to enforce
obligations described by Subdivision (1) of this section;

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

(A) paying or directing to pay required contributions to the fund under
Section 13 or 13A of this article or carrying out the provisions of Sections 13A
through 13F of this article; or

(B) reducing or modifying the rights of the board and any officer or
employee of the board or fund to enforce obligations described by Subdivision (1) of
this section;

(4) relieve the board or fund, including any officer or employee of the board
or fund, from any obligation to implement a benefit change or carry out the provisions
of Sections 13 A through 13F of this article; or

(5) reduce or modify the rights of the municipality and any officer or
employee of the municipality to enforce an obligation described by Subdivision (4) of
this section.

Sec. 1B. FISCAL YEAR. If either the fund or the municipality changes its
respective fiscal year, the fund and the municipality may enter into a written
agreement to change the fiscal year for purposes of this article. If the fund and
municipality enter into an agreement described by this section, the parties shall, in the
agreement, adjust the provisions of Sections 13A through 13F of this article to reflect
that change.

Sec. 1C. ALTERNATIVE RETIREMENT PLANS. The fund and the
municipality may enter into a written agreement to offer an alternative retirement plan
or plans, including defined contribution plans, if both parties consider it appropriate.

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

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

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

(1) the mayor or an appointed representative of the mayor;

(2) the director of finance or the director of finance's designee [treasurer] of
the municipality or, if there is not a director of finance [treastrer], the highest ranking
employee of the municipality, excluding elected officials, with predominately
financial responsibilities, as determined by the mayor, or that employee's designee

(3) five firefighters who are members of the fund;
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(4) one person who is a retired firefighter and a member of the fund with at
least 20 years of participation; and

(5) two persons, each of whom is a registered voter of the municipality, has
been a resident of the municipality for at least one year preceding the date of initial
appointment, and is not a municipal officer or employee.

(t) The officers and employees of the municipality are fully protected and free of
liability for any action taken or omission made or any action or omission suffered by
them in good faith, objectively determined, in the performance of their duties related
to the fund. The protection from liability provided by this subsection is cumulative of
and in addition to any other constitutional, statutory, or common law official or
governmental immunity, defense, and civil or procedural protection provided to the
municipality as a governmental entity and to a municipal official or employee as an
official or employee of a governmental entity. Except for a waiver expressly provided
by this article, this article does not grant an implied waiver of any immunity.

SECTION 1.04. Article 6243e.2(1), Revised Statutes, is amended by adding
Sections 2A and 2B to read as follows:

Sec. 2A. QUALIFICATIONS OF MUNICIPAL ACTUARY. (a) An actuary
hired by the municipality for purposes of this article must be an actuary from a
professional service firm who:

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

(2) has a minimum of 10 years of professional actuarial experience; and

(3) is a fellow of the Society of Actuaries or a member of the American
Academy of Actuaries and who, in carrying out duties for the municipality, has met
the applicable requirements to issue statements of actuarial opinion.

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

Sec. 2B. REPORT ON INVESTMENTS BY INDEPENDENT INVESTMENT
CONSULTANT. At least once every three years, the board shall hire an independent
investment consultant to conduct a review of fund investments and submit a report to
the board and the municipality concerning the review or demonstrate in the fund's
annual financial report that the review was conducted. The independent investment
consultant shall review and report on at least the following:

(1) the fund's compliance with its investment policy statement, ethics
policies, including policies concerning the acceptance of gifts, and policies
concerning insider trading;

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

(3) the fund's portfolio structure, including the fund's need for liquidity,
cash income, real return, and inflation protection and the active, passive, or index
approaches for different portions of the portfolio;

(4) investment manager performance reviews and an evaluation of the
processes used to retain and evaluate managers;
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(5) benchmarks used for each asset class and individual manager;
(6) an evaluation of fees and trading costs;
(7) an evaluation of any leverage, foreign exchange, or other hedging
transaction; and
(8) an evaluation of investment-related disclosures in the fund's annual
reports.
SECTION 1.05. Section 3(d), Article 6243e.2(1), Revised Statutes, is amended
to read as follows:
(d) The board may have an actuarial valuation performed each year, and for
determining the municipality's contribution rate as provided by Section 13A [43¢&)]
of this article, the board may adopt a new actuarial valuation each year[;-exeeptthat-an

6243e.2(1), Revised

SECTION 1.06. Article
Section 3A to read as follows:

Sec. 3A. CERTAIN ALTERATIONS BY LOCAL AGREEMENT. (a) Except
as provided by Subsection (b) of this section, the board is authorized, on behalf of the
members or beneficiaries of the fund, to alter benefit types or amounts, the means of
determining contribution rates, or the contribution rates provided under this article if
the alteration is included in a written agreement between the board and the
municipality. An agreement entered into under this section:

(1) must:

(A) if the agreement concerns benefit increases, other than benefit
increases that are the result of Section 13E of this article, adhere to the processes and
standards set forth in Section 10 of this article; and

(B) operate prospectively only; and

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

(b) In a written agreement entered into between the municipality and the board
under this section, the parties may not:

(1) alter Sections 13A through 13F of this article;

(2) increase the assumed rate of return to more than seven percent per year;

(3) extend the amortization period of a liability layer to more than 30 years
from the first day of the fiscal year beginning 12 months after the date of the risk
sharing valuation study in which the liability layer is first recognized; or

(4) allow a municipal contribution rate in any year that is less than or greater
than the municipal contribution rate required under Section 13E or 13F of this article,
as applicable.

(c) If the board is directed or authorized in Sections 13A through 13F of this
article to effect an increase or decrease to benefits or contributions, this article
delegates the authority to alter provisions concerning benefits and contributions
otherwise stated in this article in accordance with the direction or authorization only to
the extent the alteration is set forth in an order or other written instrument and is
consistent with this section, the code, and other applicable federal law and regulations.
The order or other written instrument must be included in each applicable risk sharing

Statutes, is amended by adding
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valuation study under Section 13B or 13C of this article, as applicable, adopted by the
board, and published in a manner that makes the order or other written instrument
accessible to the members.

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

(a) A member [with-atteast20—years—ofpartieipation] who terminates active
service for any reason other than death is entitled to receive a service pension
provided by this section if the member was:

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

(2) except as provided by Subdivision (1) of this subsection and subject to
Subsection (b-2) of this section, hired or rehired as a firefighter on or after the year
2017 effective date, when the sum of the member's age in years and the member's
years of participation in the fund equals at least 70.

(b) Except as otherwise provided by Subsection (d) of this section, the monthly
service pension for a member described by:

(1) Subsection (a)(1) of this section is equal to the sum of:

(A) the member's accrued monthly service pension based on the
member's years of participation before the year 2017 effective date, determined under
the law in effect on the date immediately preceding the year 2017 effective date;

(B) 2.75 percent of the member's average monthly salary multiplied by
the member's years of participation on or after the year 2017 effective date, for each
year or partial year of participation of the member's first 20 years of participation; and

(C) two percent of the member's average monthly salary multiplied by
the member's years of participation on or after the year 2017 effective date, for each
year or partial year of participation on or after the year 2017 effective date that
occurred after the 20 years of participation described by Paragraph (B) of this
subdivision; and

(2) Subsection (a)(2) of this section is equal to the sum of:

(A) 2.25 percent of the member's average monthly salary multiplied by
the member's years or partial years of participation for the member's first 20 years of
participation; and

(B) two percent of the member's average monthly salary multiplied by
the member's years or partial years of participation for all years of participation that
occurred after the 20 years of participation described by Paragraph (A) of this
subdivision.

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

(b-2) A member's monthly service pension under Subsection (a)(2) of this
section may not exceed 80 percent of the member's average monthly salary [A
maarahha L Qrmainota cfinza camzion N afta A nmalha 00 Qi
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(d) The total monthly benefit payable to a retired or disabled member, other than
a deferred retiree or active member who has elected the DROP under Section 5(b) of
this article, or payable to an eligible survivor of a deceased member as provided by
Section 7(a) or 7(b) of this article, shall be increased by the following amounts: by
$100, beginning with the monthly payment made for July 1999; by $25, beginning
with the monthly payment made for July, 2000; and by $25, beginning with the
monthly payment made for July 2001. These additional benefits may not be increased
under Section 11(c), (c-1), or (c-2) of this article.

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

(a) A member who is eligible to receive a service pension under Section 4(a)(1)
[4] of this article and who remains in active service may elect to participate in the
deferred retirement option plan provided by this section. A member who is eligible to
receive a service pension under Section 4(a)(2) of this article may not elect to
participate in the deferred retirement option plan provided by this section. On
subsequently terminating active service, a member who elected the DROP may apply
for a monthly service pension under Section 4 of this article, except that the effective
date of the member's election to participate in the DROP will be considered the
member's retirement date for determining the amount of the member's monthly
service pension. The member may also apply for any DROP benefit provided under
this section on terminating active service. An election to participate in the DROP,
once approved by the board, is irrevocable.

(a-1) The monthly benefit of a [A] DROP participant who has at least 20 years
of participation on the year 2017 effective date [partieipants—menthly—benefit—at
retirement| is increased at retirement by two percent of the amount of the member's
original benefit for every full year of participation in the DROP by the member for up
to 10 years of participation in the DROP. For a member's final year of participation,
but not beyond the member's 10th year in the DROP, if a full year of participation is
not completed, the member shall receive a prorated increase of 0.166 percent of the
member's original benefit for each month of participation in that year. An increase
provided by this subsection does not apply to benefits payable under Subsection (1) of
this section. An increase under this subsection is applied to the member's benefit at
retirement and is not added to the member's DROP account. The total increase under
this subsection may not exceed 20 percent for 10 years of participation in the DROP
by the member.

(b) A member may elect to participate in the DROP by complying with the
election process established by the board. The member's election may be made at any
time beginning on the date the member has completed 20 years of participation in the
fund and is otherwise eligible for a service pension under Section 4(a)(1) [4] of this
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A-wwhieh A U FeHs eleetion: Begmnmg on the
first day of the month followmg the month in which the member makes an election to
participate in the DROP, subject to board approval, and ending on the year 2017
effective date [ef-the—member's—PDROP—eleetton], amounts equal to the deductions
made from the member's salary under Section 13(c) of this article shall be credited to
the member's DROP account. Beginning after the year 2017 effective date, amounts
equal to the deductions made from the member's salary under Section 13(c) of this
article may not be credited to the member's DROP account.

(b-1) On or after the year 2017 effective date, an active [A] member may not
participate in the DROP for more than 13 [+8] years. If a DROP participant remains in
active service after the 13th [+04a] anniversary of the effective date of the member's
DROP election: T

(1) [5] subsequent deductions from the member's salary under Section 13(c)
of this article, except for unused leave pay, may not be credited to the member's
DROP account; and

(2) the account shall continue to be credited with earnings in accordance

with Subsection (d) of this section [and—may—net—etherwise—inerease—any—benefit
pavabletrom-thetund-torthemembersserviee].

(b-2) For a member who is a DROP participant, the fund shall credit to the
member's DROP account, in accordance with Section 13(c) of this article, the amount
of unused leave pay otherwise payable to the member and received as a contribution
to the fund from the municipality.

(c) After a member's DROP election becomes effective, an amount equal to the
monthly service pension the member would have received under Section 4 of this
article [and—Seetion—H(e)-ofthis—artiele], if applicable, had the member terminated
active service on the effective date of the member's DROP election shall be credited
to a DROP account maintained for the member. That monthly credit to the member's
DROP account shall continue until the earlier of the date the member terminates
active service or the 13th [+8h] anniversary of the [effeetive] date of the first credit to
the member's DROP account [eleetion].
" (d) A member's DROP account shall be credited with earnings at an annual rate
equal to 65 percent of the compounded average annual return earned by the fund over
the five years preceding, but not including, the year during which the credit is given.
Notwithstanding the preceding, however, the credit to the member's DROP account
shall be at an annual rate of not less than 2.5 [five] percent [rer—greater—than—-0
pereent], irrespective of actual earnings. T

(d-1) Earnings credited to a member's DROP account under Subsection (d) of

this section [Fhese-earnings] shall be computed and credited at a time and in a manner
determined by the board, except that earnings shall be credited not less frequently than
once in each 13-month perlod and shall take into account partlal years of part1c1pat10n
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(d-2) A member may not roll over accumulated unused sick or vacation time
paid to the member as a lump-sum payment after termination of active service into the
member's DROP account.

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

(m) A DROP participant with a break in service may receive service credit
within DROP for days worked after the regular expiration of the maximum
[permitted] DROP participation period prescribed by this section. The service credit
shall be limited to the number of days in which the participant experienced a break in
service or the number of days required to constitute 13 [+8] years of DROP
participation, whichever is smaller. A retired member who previously participated in
the DROP and who returns to active service is subject to the terms of this section in
effect at the time of the member's return to active service.

SECTION 1.09. Section 5A, Article 6243¢.2(1), Revised Statutes, is amended
by adding Subsection (o) to read as follows:

(o) Notwithstanding any other provision of this article, on or after the year 2017
effective date:

(1) a PROP participant may not have any additional amounts that the
participant would otherwise receive as a monthly service pension or other benefits
under this article credited to the participant's PROP account; and

(2) a person, including a member or surviving spouse, may not elect to
participate in the PROP.

SECTION 1.10. Section 8, Article 6243¢.2(1), Revised Statutes, is amended to
read as follows:

Sec. 8. DEFERRED PENSION AT AGE 50; REFUND OF CONTRIBUTIONS.
(a) On or after the year 2017 effective date, a [A] member who is hired as a firefighter
before the year 2017 effective date, including a member who was hired before the
year 2017 effective date and who involuntarily separated from service but has been
retroactively reinstated in accordance with an arbitration, civil service, or court ruling,
terminates active service for any reason other than death with at least 10 years of
participation, but less than 20 years of participation, is entitled to a monthly deferred
pension benefit, beginning at age 50, in an amount equal to 1.7 percent of the
member's average monthly salary multiplied by the amount of the member's years of
participation.

(b) In lieu of the deferred pension benefit provided under Subsection (a) of this
section, a member who terminates active service for any reason other than death with
at least 10 years of participation, but less than 20 years of participation, may elect to
receive a lump-sum refund of the member's contributions to the fund with interest
computed at five percent, not compounded, for the member's contributions to the fund
made before the year 2017 effective date and without interest for the member's
contributions to the fund made on or after the year 2017 effective date. A member's
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election to receive a refund of contributions must be made on a form approved by the
board. The member's refund shall be paid as soon as administratively practicable after
the member's election is received.

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

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

(c) Subject to Subsection (c-3) of this section and except as provided by
Subsection (c-4) of this section, beginning with the fiscal year ending June 30, 2021,
the [Fhe] benefits, including survivor benefits, payable based on the service of a
member who has terminated active service and who is or would have been at least 55
[48] years old, received or is receiving an on-duty disability pension under Section
6(c) of this article, or died under the conditions described by Section 7(c) of this
article, shall be increased [by-three—pereent]| in October of each year by a percentage
rate equal to the most recent five fiscal years' smoothed return, as determined by the

fund actuary, mlnus 475 b351s pomts [aﬂd,—kﬁt-he—beﬁeﬁ{—h&d—ﬂet—pfeﬂeus}y—beeﬁ

(c 1) Subject to Subsectlon (c 3) of this sectlon and except as provided by
Subsection (c-4) of this section, for the fund's fiscal years ending June 30, 2018, and
June 30, 2019, the benefits, including survivor benefits, payable based on the service
of a member who is or would have been at least 70 years old and who received or is
receiving a service pension under Section 4 of this article, received or is receiving an
on-duty disability pension under Section 6(c) of this article, or died under the
conditions described by Section 7(c) of this article, shall be adjusted in October of
each applicable fiscal year by a percentage rate equal to the most recent five fiscal
years' smoothed return, as determined by the fund actuary, minus 500 basis points.

(c-2) Subject to Subsection (c-3) of this section and except as provided by
Subsection (c-4) of this section, for the fund's fiscal year ending June 30, 2020,
members described by Subsection (c-1) of this section shall receive the increase
provided under Subsection (c) of this section.

(c-3) The percentage rate prescribed by Subsections (c), (c-1), and (c-2) of this
section may not be less than zero percent or more than four percent, irrespective of the
return rate of the fund's investment portfolio.

(c-4) Each year after the year 2017 effective date, a member who elects to
participate in the DROP under Section 5 of this article may not receive the increase
provided under Subsection (c), (c-1), or (c-2) of this section in any October during
which the member participates in the DROP.

SECTION 1.12. The heading to Section 13, Article 6243e.2(1), Revised
Statutes, is amended to read as follows:
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Sec. 13. MEMBERSHIP AND MEMBER CONTRIBUTIONS.

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

(c) Subject to adjustments authorized by Section 13E or 13F of this article, each

[Eaek] member in active service shall make contributions to the fund in an amount
equal to 10.5 [835] percent of the member S salary at the time of the contrlbutlon[

(c-1) In addition to the contribution under Subsection (c) of this section, each
DROP participant, as identified by the fund to the municipality for purposes of this
section, shall contribute to the fund an amount equal to 100 percent of the
participant's unused leave pay that would otherwise be payable to the member. The
fund shall credit any unused leave pay amount contributed by a DROP participant to
the participant's DROP account.

(c-2) The governing body of the municipality shall deduct from the salary of
each member the contribution required by this section [the—eentributions—rom—the
members—salary| and shall forward the contributions to the fund as soon as
practicable.

SECTION 1.14. Article 6243e.2(1), Revised Statutes, is amended by adding
Sections 13A, 13B, 13C, 13D, 13E, 13F, 13G, and 13H to read as follows:

Sec. 13A. MUNICIPAL CONTRIBUTIONS. (a) Beginning with the year 2017
effective date, the municipality shall make contributions to the fund as provided by
this section and Section 13B, 13C, 13E, or 13F of this article, as applicable. The
municipality shall contribute:

(1) beginning with the year 2017 effective date and ending with the fiscal
year ending June 30, 2018, an amount equal to the municipal contribution rate, as
determined in the initial risk sharing valuation study conducted under Section 13C of
this article and adjusted under Section 13E or 13F of this article, as applicable,
multiplied by the pensionable payroll for the fiscal year; and

(2) for each fiscal year after the fiscal year ending June 30, 2018, an amount
equal to the municipal contribution rate, as determined in a subsequent risk sharing
valuation study conducted under Section 13B of this article and adjusted under
Section 13E or 13F of this article, as applicable, multiplied by the pensionable payroll
for the applicable fiscal year.

(b) Except by written agreement between the municipality and the board
providing for an earlier contribution date, at least biweekly, the municipality shall
make the contributions required by Subsection (a) of this section by depositing with
the fund an amount equal to the municipal contribution rate multiplied by the
pensionable payroll for the applicable biweekly period.

(c) With respect to each fiscal year:

(1) the first contribution by the municipality under this section for the fiscal
year shall be made not later than the date payment is made to firefighters for their first
full biweekly pay period beginning on or after the first day of the fiscal year; and

(2) the final contribution by the municipality under this section for the fiscal
year shall be made not later than the date payment is made to firefighters for the final
biweekly pay period of the fiscal year.
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(d) In addition to the amounts required under this section, the municipality may
at any time contribute additional amounts for deposit in the fund by entering into a
written agreement with the board.

(e) Notwithstanding any other law, the municipality may not issue a pension
obligation bond to fund the municipal contribution rate under this section.

Sec. 13B. RISK SHARING VALUATION STUDIES. (a) The fund and the
municipality shall separately cause their respective actuaries to prepare a risk sharing
valuation study in accordance with this section and actuarial standards of practice. A
risk sharing valuation study must:

(1) be dated as of the first day of the fiscal year in which the study is
required to be prepared,;

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

(3) calculate the unfunded actuarial accrued liability of the fund;

(4) be based on actuarial data provided by the fund actuary or, if actuarial
data is not provided, on estimates of actuarial data;

(5) estimate the municipal contribution rate, taking into account any
adjustments required under Section 13E or 13F of this article for all applicable prior
fiscal years;

(6) subject to Subsection (g) of this section, be based on the following
assumptions and methods that are consistent with actuarial standards of practice:

(A) an ultimate entry age normal actuarial method,

(B) for purposes of determining the actuarial value of assets:

(1) except as provided by Subparagraph (ii) of this paragraph and
Section 13E(c)(1) or 13F(c)(2) of this article, an asset smoothing method recognizing
actuarial losses and gains over a five-year period applied prospectively beginning on
the year 2017 effective date; and

(i1) for the initial risk sharing valuation study prepared under
Section 13C of this article, a marked-to-market method applied as of June 30, 2016;

(C) closed layered amortization of liability layers to ensure that the
amortization period for each layer begins 12 months after the date of the risk sharing
valuation study in which the liability layer is first recognized,

(D) each liability layer is assigned an amortization period;

(E) each liability loss layer amortized over a period of 30 years from the
first day of the fiscal year beginning 12 months after the date of the risk sharing
valuation study in which the liability loss layer is first recognized, except that the
legacy liability must be amortized from July 1, 2016, for a 30-year period beginning
July 1, 2017;

(F) the amortization period for each liability gain layer being:

(1) equal to the remaining amortization period on the largest
remaining liability loss layer and the two layers must be treated as one layer such that
if the payoff year of the liability loss layer is accelerated or extended, the payoff year
of the liability gain layer is also accelerated or extended; or

(11) if there is no liability loss layer, a period of 30 years from the
first day of the fiscal year beginning 12 months after the date of the risk sharing
valuation study in which the liability gain layer is first recognized;
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(G) liability layers, including the legacy liability, funded according to
the level percent of payroll method;

(H) the assumed rate of return, subject to adjustment under Section
13E(c)(2) of this article or, if Section 13C(g) of this article applies, adjustment in
accordance with a written agreement, except the assumed rate of return may not
exceed seven percent per annum;

(I) the price inflation assumption as of the most recent actuarial
experience study, which may be reset by the board by plus or minus 50 basis points
based on that actuarial experience study;

(J) projected salary increases and payroll growth rate set in consultation
with the municipality's finance director; and

(K) payroll for purposes of determining the corridor midpoint and
municipal contribution rate must be projected using the annual payroll growth rate
assumption, which for purposes of preparing any amortization schedule may not
exceed three percent; and

(7) be revised and restated, if appropriate, not later than:

(A) the date required by a written agreement entered into between the
municipality and the board; or

(B) the 30th day after the date required action is taken by the board
under Section 13E or 13F of this article to reflect any changes required by either
section.

(b) As soon as practicable after the end of a fiscal year, the fund actuary at the
direction of the fund and the municipal actuary at the direction of the municipality
shall separately prepare a proposed risk sharing valuation study based on the fiscal
year that just ended.

(c) Not later than September 30 following the end of the fiscal year, the fund
shall provide to the municipal actuary, under a confidentiality agreement in which the
municipal actuary agrees to comply with the confidentiality provisions of Section 17
of this article, the actuarial data described by Subsection (a)(4) of this section.

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

(1) the fund actuary, at the direction of the fund, shall provide the proposed
risk sharing valuation study prepared by the fund actuary under Subsection (b) of this
section to the municipal actuary; and

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

(e) Each actuary described by Subsection (d) of this section may provide copies
of the proposed risk sharing valuation studies to the municipality or to the fund, as
appropriate.

(f) If, after exchanging proposed risk sharing valuation studies under Subsection
(d) of this section, it is found that the difference between the estimated municipal
contribution rate recommended in the proposed risk sharing valuation study prepared
by the fund actuary and the estimated municipal contribution rate recommended in the
proposed risk sharing valuation study prepared by the municipal actuary for the
corresponding fiscal year is:
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(1) less than or equal to two percentage points, the estimated municipal
contribution rate recommended by the fund actuary will be the estimated municipal
contribution rate for purposes of Subsection (a)(5) of this section, and the proposed
risk sharing valuation study prepared for the fund is considered to be the final risk
sharing valuation study for the fiscal year for the purposes of this article; or

(2) greater than two percentage points, the municipal actuary and the fund
actuary shall have 20 business days to reconcile the difference, provided that, without
the mutual agreement of both actuaries, the difference in the estimated municipal
contribution rate recommended by the municipal actuary and the estimated municipal
contribution rate recommended by the fund actuary may not be further increased and:

(A) if, as a result of reconciliation efforts under this subdivision, the
difference is reduced to less than or equal to two percentage points:

(i) subject to any adjustments under Section 13E or 13F of this
article, as applicable, the estimated municipal contribution rate proposed under the
reconciliation by the fund actuary will be the estimated municipal contribution rate for
purposes of Subsection (a)(5) of this section; and

(1) the fund's risk sharing valuation study is considered to be the
final risk sharing valuation study for the fiscal year for the purposes of this article; or

(B) if, after 20 business days, the fund actuary and the municipal
actuary are not able to reach a reconciliation that reduces the difference to an amount
less than or equal to two percentage points, subject to any adjustments under Section
13E or 13F of this article, as applicable:

(1) the municipal actuary at the direction of the municipality and the
fund actuary at the direction of the fund each shall deliver to the finance director of
the municipality and the executive director of the fund a final risk sharing valuation
study with any agreed-to changes, marked as the final risk sharing valuation study for
each actuary; and

(i1) not later than the 90th day before the first day of the next fiscal
year, the finance director and the executive director shall execute a joint addendum to
the final risk sharing valuation study received under Subparagraph (i) of this
paragraph that is a part of the final risk sharing valuation study for the fiscal year for
all purposes and reflects the arithmetic average of the estimated municipal
contribution rates for the fiscal year stated by the municipal actuary and the fund
actuary in the final risk sharing valuation study for purposes of Subsection (a)(5) of
this section.

(g) The assumptions and methods used and the types of actuarial data and
financial information used to prepare the initial risk sharing valuation study under
Section 13C of this article shall be used to prepare each subsequent risk sharing
valuation study under this section, unless changed based on the actuarial experience
study conducted under Section 13D of this article.

(h) The actuarial data provided under Subsection (a)(2) of this section may not
include the identifying information of individual members.

Sec. 13C. INITIAL RISK SHARING VALUATION STUDIES; CORRIDOR
MIDPOINT. (a) The fund and the municipality shall separately cause their respective
actuaries to prepare an initial risk sharing valuation study that is dated as of July 1,
2016, in accordance with this section. An initial risk sharing valuation study must:




1394 85th Legislature — Regular Session 48th Day

(1) except as otherwise provided by this section, be prepared in accordance
with Section 13B of this article and, for purposes of Section 13B(a)(4) of this article,
be based on actuarial data as of June 30, 2016, or, if actuarial data is not provided, on
estimates of actuarial data; and

(2) project the corridor midpoint for 31 fiscal years beginning with the fiscal
year beginning July 1, 2017.

(b) If the initial risk sharing valuation study has not been prepared consistent
with this section before the year 2017 effective date, as soon as practicable after the
year 2017 effective date:

(1) the fund shall provide to the municipal actuary, under a confidentiality
agreement, the necessary actuarial data used by the fund actuary to prepare the
proposed initial risk sharing valuation study; and

(2) not later than the 30th day after the date the municipal actuary receives
the actuarial data:

(A) the municipal actuary, at the direction of the municipality, shall
provide a proposed initial risk sharing valuation study to the fund actuary; and

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

(c) If, after exchanging proposed initial risk sharing valuation studies under
Subsection (b)(2) of this section, it is determined that the difference between the
estimated municipal contribution rate for any fiscal year recommended in the
proposed initial risk sharing valuation study prepared by the fund actuary and the
estimated municipal contribution rate for any fiscal year recommended in the
proposed initial risk sharing valuation study prepared by the municipal actuary is:

(1) less than or equal to two percentage points, the estimated municipal
contribution rate for that fiscal year recommended by the fund actuary will be the
estimated municipal contribution rate for purposes of Section 13B(a)(5) of this article;
or

(2) greater than two percentage points, the municipal actuary and the fund
actuary shall have 20 business days to reconcile the difference and:

(A) if, as a result of reconciliation efforts under this subdivision, the
difference in any fiscal year is reduced to less than or equal to two percentage points,
the estimated municipal contribution rate recommended by the fund actuary for that
fiscal year will be the estimated municipal contribution rate for purposes of Section
13B(a)(5) of this article; or

(B) if, after 20 business days, the municipal actuary and the fund
actuary are not able to reach a reconciliation that reduces the difference to an amount
less than or equal to two percentage points for any fiscal year:

(1) the municipal actuary at the direction of the municipality and the
fund actuary at the direction of the fund each shall deliver to the finance director of
the municipality and the executive director of the fund a final initial risk sharing
valuation study with any agreed-to changes, marked as the final initial risk sharing
valuation study for each actuary; and

(1) the finance director and the executive director shall execute a
joint addendum to the final initial risk sharing valuation study that is a part of each
final initial risk sharing valuation study for all purposes and that reflects the arithmetic
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average of the estimated municipal contribution rate for each fiscal year in which the
difference was greater than two percentage points for purposes of Section 13B(a)(5)
of this article.

(d) In preparing the initial risk sharing valuation study, the municipal actuary
and fund actuary shall:

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

(2) assume benefit and contribution changes under this article as of the year
2017 effective date.

(e) If the municipal actuary does not prepare an initial risk sharing valuation
study for purposes of this section, the fund actuary's initial risk sharing valuation
study will be used as the final risk sharing valuation study for purposes of this article
unless the municipality did not prepare a proposed initial risk sharing valuation study
because the fund actuary did not provide the necessary actuarial data in a timely
manner. If the municipality did not prepare a proposed initial risk sharing valuation
study because the fund actuary did not provide the necessary actuarial data in a timely
manner, the municipal actuary shall have 60 days to prepare the proposed initial risk
sharing valuation study on receipt of the necessary information.

(f) If the fund actuary does not prepare a proposed initial risk sharing valuation
study for purposes of this section, the proposed initial risk sharing valuation study
prepared by the municipal actuary will be the final risk sharing valuation study for
purposes of this article.

(g) The municipality and the board may agree on a written transition plan for
resetting the corridor midpoint:

(1) if at any time the funded ratio is equal to or greater than 100 percent; or
(2) for any fiscal year after the payoff year of the legacy liability.

(h) If the municipality and the board have not entered into an agreement
described by Subsection (g) of this section in a given fiscal year, the corridor midpoint
will be the corridor midpoint determined for the 31st fiscal year in the initial risk
sharing valuation study prepared in accordance with this section.

(1) If the municipality makes a contribution to the fund of at least $5 million
more than the amount that would be required by Section 13A(a) of this article, a
liability gain layer with the same remaining amortization period as the legacy liability
is created and the corridor midpoint shall be decreased by the amortized amount in
each fiscal year covered by the liability gain layer produced divided by the projected
pensionable payroll.

Sec. 13D. ACTUARIAL EXPERIENCE STUDIES. (a) At least once every four
years, the fund actuary at the direction of the fund shall conduct an actuarial
experience study in accordance with actuarial standards of practice. The actuarial
experience study required by this subsection must be completed not later than
September 30 of the year in which the study is required to be conducted.

(b) Except as otherwise expressly provided by Sections 13B(a)(6)(A)-(I) of this
article, actuarial assumptions and methods used in the preparation of a risk sharing
valuation study, other than the initial risk sharing valuation study, shall be based on
the results of the most recent actuarial experience study.
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(c) Not later than the 180th day before the date the board may consider adopting
any assumptions and methods for purposes of Section 13B of this article, the fund
shall provide the municipal actuary with a substantially final draft of the fund's
actuarial experience study, including:

(1) all assumptions and methods recommended by the fund actuary; and
(2) summaries of the reconciled actuarial data used in creation of the
actuarial experience study.

(d) Not later than the 60th day after the date the municipality receives the final
draft of the fund's actuarial experience study under Subsection (c) of this section, the
municipal actuary and fund actuary shall confer and cooperate on reconciling and
producing a final actuarial experience study. During the period prescribed by this
subsection, the fund actuary may modify the recommended assumptions in the draft
actuarial experience study to reflect any changes to assumptions and methods to
which the fund actuary and the municipal actuary agree.

(e) At the municipal actuary's written request, the fund shall provide additional
actuarial data used by the fund actuary to prepare the draft actuarial experience study,
provided that confidential data may only be provided subject to a confidentiality
agreement in which the municipal actuary agrees to comply with the confidentiality
provisions of Section 17 of this article.

(f) The municipal actuary at the direction of the municipality shall provide in
writing to the fund actuary and the fund:

(1) any assumptions and methods recommended by the municipal actuary
that differ from the assumptions and methods recommended by the fund actuary; and

(2) the municipal actuary's rationale for each method or assumption the
actuary recommends and determines to be consistent with standards adopted by the
Actuarial Standards Board.

(g) Not later than the 30th day after the date the fund actuary receives the
municipal actuary's written recommended assumptions and methods and rationale
under Subsection (f) of this section, the fund shall provide a written response to the
municipality identifying any assumption or method recommended by the municipal
actuary that the fund does not accept. If any assumption or method is not accepted, the
fund shall recommend to the municipality the names of three independent actuaries
for purposes of this section.

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

(1) i1s not already engaged by the municipality, the fund, or any other
pension system authorized under Article 6243g-4, Revised Statutes, or Chapter 88
(H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), to provide actuarial services to the municipality, the
fund, or another pension system referenced in this subdivision;

(2) is a member of the American Academy of Actuaries; and

(3) has at least five years of experience as an actuary working with one or
more public retirement systems with assets in excess of $1 billion.

(1) Not later than the 20th day after the date the municipality receives the list of
three independent actuaries under Subsection (g) of this section, the municipality shall
identify and the fund shall hire one of the listed independent actuaries on terms
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acceptable to the municipality and the fund to perform a scope of work acceptable to
the municipality and the fund. The municipality and the fund each shall pay 50
percent of the cost of the independent actuary engaged under this subsection. The
municipality shall be provided the opportunity to participate in any communications
between the independent actuary and the fund concerning the engagement,
engagement terms, or performance of the terms of the engagement.

(j) The independent actuary engaged under Subsection (i) of this section shall
receive on request from the municipality or the fund:

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

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

(3) the municipal actuary's specific recommended assumptions and methods
together with the municipal actuary's written rationale for each recommendation;

(4) the fund actuary's written rationale for its recommendations; and

(5) if requested by the independent actuary and subject to a confidentiality
agreement in which the independent actuary agrees to comply with the confidentiality
provisions of Section 17 of this article, additional confidential actuarial data.

(k) Not later than the 30th day after the date the independent actuary receives all
the requested information under Subsection (j) of this section, the independent actuary
shall advise the fund and the municipality whether it agrees with the assumption or
method recommended by the municipal actuary or the corresponding method or
assumption recommended by the fund actuary, together with the independent
actuary's rationale for making the determination. During the period prescribed by this
subsection, the independent actuary may discuss recommendations in simultaneous
consultation with the fund actuary and the municipal actuary.

() The fund and the municipality may not seek any information from any
prospective independent actuary about possible outcomes of the independent actuary's
review.

(m) If an independent actuary has questions or concerns regarding an
engagement entered into under this section, the independent actuary shall
simultaneously consult with both the municipal actuary and the fund actuary
regarding the questions or concerns. This subsection does not limit the fund's
authorization to take appropriate steps to complete the engagement of the independent
actuary on terms acceptable to both the fund and the municipality or to enter into a
confidentiality agreement with the independent actuary, if needed.

(n) If the board does not adopt an assumption or method recommended by the
municipal actuary to which the independent actuary agrees, or recommended by the
fund actuary, the municipal actuary is authorized to use that recommended assumption
or method in connection with preparation of a subsequent risk sharing valuation study
under Section 13B of this article until the next actuarial experience study is
conducted.
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Sec. 13E. MUNICIPAL CONTRIBUTION RATE WHEN ESTIMATED
MUNICIPAL CONTRIBUTION RATE LOWER THAN CORRIDOR MIDPOINT,;
AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section governs the
determination of the municipal contribution rate applicable in a fiscal year if the
estimated municipal contribution rate is lower than the corridor midpoint.

(b) If the funded ratio is:

(1) less than 90 percent, the municipal contribution rate for the fiscal year
equals the corridor midpoint; or
(2) equal to or greater than 90 percent and the municipal contribution rate is:
(A) equal to or greater than the minimum contribution rate, the
estimated municipal contribution rate is the municipal contribution rate for the fiscal
year; or

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

(¢) For purposes of Subsection (b)(2)(B) of this section, the following
adjustments shall be applied sequentially to the extent required to increase the
estimated municipal contribution rate to equal the minimum contribution rate:

(1) first, adjust the actuarial value of assets equal to the current market value
of assets, if making the adjustment causes the municipal contribution rate to increase;

(2) second, under a written agreement between the municipality and the
board entered into not later than April 30 before the first day of the next fiscal year,
reduce the assumed rate of return;

(3) third, under a written agreement between the municipality and the board
entered into not later than April 30 before the first day of the next fiscal year,
prospectively restore all or part of any benefit reductions or reduce increased
employee contributions, in each case made after the year 2017 effective date; and

(4) fourth, accelerate the payoff year of the existing liability loss layers,
including the legacy liability, by accelerating the oldest liability loss layers first, to an
amortization period that is not less than 10 years from the first day of the fiscal year
beginning 12 months after the date of the risk sharing valuation study in which the
liability loss layer is first recognized.

(d) If the funded ratio is:

(1) equal to or greater than 100 percent:

(A) all existing liability layers, including the legacy liability, are
considered fully amortized and paid;

(B) the applicable fiscal year is the payoff year for the legacy liability;

and
T (C) for each fiscal year subsequent to the fiscal year described by
Paragraph (B) of this subdivision, the corridor midpoint shall be determined as
provided by Section 13C(g) of this article; and

(2) greater than 100 percent in a written agreement between the
municipality and the fund, the fund may reduce member contributions or increase
pension benefits if, as a result of the action:

(A) the funded ratio is not less than 100 percent; and
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(B) the municipal contribution rate is not more than the minimum
contribution rate.

(e) Except as provided by Subsection (f) of this section, if an agreement under
Subsection (d) of this section is not reached on or before April 30 before the first day
of the next fiscal year, before the first day of the next fiscal year the board shall reduce
member contributions and implement or increase cost-of-living adjustments, but only
to the extent that the municipal contribution rate is set at or below the minimum
contribution rate and the funded ratio is not less than 100 percent.

(f) If any member contribution reduction or benefit increase under Subsection
(e) of this section has occurred within the previous three fiscal years, the board may
not make additional adjustments to benefits, and the municipal contribution rate must
be set to equal the minimum contribution rate.

Sec. 13F. MUNICIPAL CONTRIBUTION RATE WHEN ESTIMATED
MUNICIPAL CONTRIBUTION RATE EQUAL TO OR GREATER THAN
CORRIDOR MIDPOINT; AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a)
This section governs the determination of the municipal contribution rate in a fiscal
year when the estimated municipal contribution rate is equal to or greater than the
corridor midpoint.

(b) If the estimated municipal contribution rate is:

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

(2) except as provided by Subsection (d) or (e) of this section, greater than
the maximum contribution rate for the corresponding fiscal year, the municipal
contribution rate equals the corridor midpoint achieved in accordance with Subsection
(c) of this section.

(c) For purposes of Subsection (b)(2) of this section, the following adjustments
shall be applied sequentially to the extent required to decrease the estimated municipal
contribution rate to equal the corridor midpoint:

(1) first, if the payoff year of the legacy liability was accelerated under
Section 13E(c) of this article, extend the payoff year of existing liability loss layers,
by extending the most recent loss layers first, to a payoff year not later than 30 years
from the first day of the fiscal year beginning 12 months after the date of the risk
sharing valuation study in which the liability loss layer is first recognized; and

(2) second, adjust the actuarial value of assets to the current market value of
assets, if making the adjustment causes the municipal contribution rate to decrease.

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

(1) the municipal contribution rate equals the third quarter line rate; and

(2) to the extent necessary to comply with Subdivision (1) of this
subsection, the municipality and the board shall enter into a written agreement to
increase member contributions and make other benefit or plan changes not otherwise
prohibited by applicable federal law or regulations.
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(e) If an agreement under Subsection (d)(2) of this section is not reached on or
before April 30 before the first day of the next fiscal year, before the start of the next
fiscal year to which the municipal contribution rate would apply, the board, to the
extent necessary to set the municipal contribution rate equal to the third quarter line
rate, shall:

(1) increase member contributions and decrease cost-of-living adjustments;

(2) increase the normal retirement age; or

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

(f) If the municipal contribution rate remains greater than the corridor midpoint
in the third fiscal year after adjustments are made in accordance with Subsection
(d)(2) of this section, in that fiscal year the municipal contribution rate equals the
corridor midpoint achieved in accordance with Subsection (g) of this section.

(g) The municipal contribution rate must be set at the corridor midpoint under
Subsection (f) of this section by:

(1) in the risk sharing valuation study for the third fiscal year described by
Subsection (f) of this section, adjusting the actuarial value of assets to equal the
current market value of assets, if making the adjustment causes the municipal
contribution rate to decrease; and

(2) under a written agreement entered into between the municipality and the

board:

(A) increasing member contributions; and

(B) making any other benefit or plan changes not otherwise prohibited
by applicable federal law or regulations.

(h) If an agreement under Subsection (g)(2) of this section is not reached on or
before April 30 before the first day of the next fiscal year, before the start of the next
fiscal year, the board, to the extent necessary to set the municipal contribution rate
equal to the corridor midpoint, shall:

(1) increase member contributions and decrease cost-of-living adjustments;

(2) increase the normal retirement age; or

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

Sec. 13G. INTERPRETATION OF CERTAIN RISK SHARING PROVISIONS;
UNILATERAL DECISIONS AND ACTIONS PROHIBITED. (a) Nothing in this
article, including Section 2(p) or (p-1) of this article and any authority of the board to
construe and interpret this article, to determine any fact, to take any action, or to
interpret any terms used in Sections 13A through 13F of this article, may alter or
change Sections 13A through 13F of this article.

(b) No unilateral decision or action by the board is binding on the municipality
and no unilateral decision or action by the municipality is binding on the fund with
respect to the application of Sections 13A through 13F of this article unless expressly
provided by a provision of those sections. Nothing in this subsection is intended to
limit the powers or authority of the board.

(c) Section 10 of this article does not apply to a benefit increase under Section
13E of this article, and Section 10 of this article is suspended while Sections 13A
through 13F of this article are in effect.
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Sec. 13H. STATE PENSION REVIEW BOARD; REPORT. (a) After preparing
a final risk sharing valuation study under Section 13B or 13C of this article, the fund
and the municipality shall jointly submit a copy of the study or studies, as appropriate,
to the State Pension Review Board for validation and confirmation that the fund and
municipality are in compliance with this article.

(b) Not later than the 30th day after the date an action is taken under Section
13E or 13F of this article, the fund shall submit a report to the State Pension Review
Board regarding any actions taken under those sections.

(c) The State Pension Review Board shall notify the governor, the lieutenant
governor, the speaker of the house of representatives, and the legislative committees
having principal jurisdiction over legislation governing public retirement systems if
the State Pension Review Board determines the fund or the municipality is not in
compliance with Sections 13 A through 13G of this article.

SECTION 1.15. Section 17, Article 6243e.2(1), Revised Statutes, is amended
by adding Subsections (f), (g), (h), (i), and (j) to read as follows:

(f) To carry out the provisions of Sections 13A through 13F of this article, the
board and the fund must provide the municipal actuary under a confidentiality
agreement the actuarial data used by the fund actuary for the fund's actuarial
valuations or valuation studies and other data as agreed to between the municipality
and the fund that the municipal actuary determines is reasonably necessary for the
municipal actuary to perform the studies required by Sections 13A through 13F of this
article. Actuarial data described by this subsection does not include information
described by Subsection (a) of this section.

(g) A risk sharing valuation study prepared by either the municipal actuary or
the fund actuary under Sections 13A through 13F of this article may not:

(1) include information described by Subsection (a) of this section; or

(2) provide confidential or private information regarding specific
individuals or be grouped in a manner that allows confidential or private information
regarding a specific individual to be discerned.

(h) The information, data, and document exchanges under Sections 13A through
13F of this article have all the protections afforded by applicable law and are
expressly exempt from the disclosure requirements under Chapter 552, Government
Code, except as may be agreed to by the municipality and fund in a written
agreement.

(1) Subsection (h) of this section does not apply to:

(1) a proposed risk sharing valuation study prepared by the fund actuary and
provided to the municipal actuary or prepared by the municipal actuary and provided
to the fund actuary under Section 13B(d) or 13C(b)(2); or

(2) a final risk sharing valuation study prepared under Section 13B or 13C
of this article.

(j) Before a union contract is approved by the municipality, the mayor of the
municipality shall cause the municipal actuaries to deliver to the mayor a report
estimating the impact of the proposed union contract on fund costs.

SECTION 1.16. Sections 13(d) and (e), Article 6243e.2(1), Revised Statutes,
are repealed.
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SECTION 1.17. The firefighters' relief and retirement fund established under
Article 6243e.2(1), Revised Statutes, shall require the fund actuary to prepare the first
actuarial experience study required under Section 13D, Article 6243e.2(1), Revised
Statutes, as added by this Act, not later than September 30, 2020.

ARTICLE 2. POLICE OFFICERS' PENSION SYSTEM

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

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

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

Sec. 1A. INTERPRETATION OF ARTICLE. This article does not and may not
be interpreted to:

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

(2) reduce or modify the rights of the city, the board, or the pension system,
including any officer or employee of the city, board, or pension system, to enforce
obligations described by Subdivision (1) of this section;

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

(A) paying or directing to pay required contributions to the pension
system under Section 8 or 9 of this article or carrying out the provisions of Sections 9
through 9E of this article; or

(B) reducing or modifying the rights of the board and any officer or
employee of the board or pension system to enforce obligations described by
Subdivision (1) of this section;

(4) relieve the pension system or board, including any officer or employee
of the pension system or board, from any obligation to implement a benefit change or
carry out the provisions of Sections 9 through 9E of this article; or

(5) reduce or modify the rights of the city and any officer or employee of
the city to enforce an obligation described by Subdivision (4) of this section.

SECTION 2.03. Section 2, Article 6243g-4, Revised Statutes, is amended by
amending Subdivisions (1), (2), (3), (4-a), (11), (13), (14-a), (17), (17-a), and (22) and
adding Subdivisions (1-a), (1-b), (1-c), (4-b), (4-c), (4-d), (5-a), (5-b), (5-c), (10-a),
(10-b), (10-c), (10-d), (12-a), (13-a), (13-b), (13-c), (13-d), (13-e), (13-f), (14-b),
(14-¢), (15-a), (15-b), (16-a), (16-b), (17-b), (17-c), (17-d), (17-e), (24), (25), (26),
(27), (28), and (29) to read as follows:

(1) "Active member" means an employee of the city within [a—perses
employed-as-a—classified-police-offieerby| the police department of a city subject to
this article, in a classified or appointed position, except for a person in an appointed
position who opts out of the plan, a person who is a part-time, seasonal, or temporary
employee, or a person who elected to remain a member of a pension system described
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by Chapter 88, Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes). The term does not include a person who is a member
of another pension system of the same city, except to the extent provided by Section
[+56)-e#] 18 of this article.

(1-a) "Actuarial data" includes:

(A) the census data, assumption tables, disclosure of methods, and
financial information that are routinely used by the pension system actuary for the
pension system's valuation studies or an actuarial experience study under Section 9C
of this article; and

(B) other data that is reasonably necessary to implement Sections 9
through 9E of this article, as agreed to by the city and the board.

(1-b) "Actuarial experience study" has the meaning assigned by Section
802.1014, Government Code.

(1-c) "Amortization period" means the time period necessary to fully pay a
liability layer.

(2) "Amortization rate" means the sum of the scheduled amortization
payments for a given fiscal year for the current liability layers divided by the projected

pensionable payroll for that fiscal year. [“Average-total-direetpay—means—anamount
determined-by-dividingthe-folowingsomby12:

3) "Assumed rate of return" means the assumed market rate of return on

pension system assets, which is seven percent per annum unless adJusted as prov1ded
by this article [“Base-salary"means—the-moenthly-base-payprovid he-ela
peﬁ*ﬁeﬁ—tﬂ—ﬁhﬂ%e—dﬂpﬂﬁm@ﬂt—he*d—b}kfhe-mefﬂbef].

(4-a) "Catastrophic injury" means a sudden, violent, life-threatening,
duty-related injury sustained by an active member that is due to an externally caused
motor vehicle accident, gunshot wound, aggravated assault, or other external event or
events and results, as supported by evidence, in one of the following conditions:

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

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

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

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

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

(4-b) "City" means a city subject to this article.
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(4-c) "City contribution rate" means a percent of pensionable payroll that is
the sum of the employer normal cost rate and the amortization rate for liability layers,
excluding the legacy liability, except as determined otherwise under the express
provisions of Sections 9D and 9E of this article.

(4-d) "Classified" means any person classified by the city as a police officer.

(5-a) "Corridor" means the range of city contribution rates that are:

(A) equal to or greater than the minimum contribution rate; and
(B) equal to or less than the maximum contribution rate.

(5-b) "Corridor margin" means five percentage points.

(5-c) "Corridor midpoint" means the projected city contribution rate
specified for each fiscal year for 31 years in the initial risk sharing valuation study
under Section 9B of this article, as may be adjusted under Section 9D or 9E of this
article, and in each case rounded to the nearest hundredths decimal place.

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

(10-b) "Estimated city contribution rate" means the city contribution rate
estimated in a final risk sharing valuation study under Section 9A or 9B of this article,
as applicable, as required by Section 9A(a)(5) of this article.

(10-c) "Fiscal year," except as provided by Section 2A of this article, means
a fiscal year beginning July 1 and ending June 30.

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

(A) the date the member terminates employment with the police
department, divided by 36; or
(B) the date the member began participation in DROP, divided by 36.

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

(12-a) "Funded ratio" means the ratio of the pension system's actuarial
value of assets divided by the pension system's actuarial accrued liability.

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

(13-a) "Legacy liability" means the unfunded actuarial accrued liability as
of June 30, 2016, as reduced to reflect:

(A) changes to benefits and contributions under this article that took
effect on the year 2017 effective date;

(B) the deposit of pension obligation bond proceeds on March 31,
2018, in accordance with Section 9B(j) of this article;

(C) payments by the city and earnings at the assumed rate of return
allocated to the legacy liability from July 1, 2016, to July 1, 2017, excluding July 1,
2017; and

(D) for each subsequent fiscal year, contributions for that year allocated
to the amortization of the legacy liability and adjusted by the assumed rate of return.
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(13-b) "Level percent of payroll method" means the amortization method
that defines the amount of the liability layer recognized each fiscal year as a level
percent of pensionable payroll until the amount of the liability layer remaining is
reduced to zero.

(13-c) "Liability gain layer" means a liability layer that decreases the
unfunded actuarial accrued liability.

(13-d) "Liability layer" means the legacy liability established in the initial
risk sharing valuation study under Section 9B of this article and the unanticipated
change as established in each subsequent risk sharing valuation study prepared under
Section 9A of this article.

(13-e) "Liability loss layer" means a liability layer that increases the
unfunded actuarial accrued liability. For purposes of this article, the legacy liability is
a liability loss layer.

(13-f) "Maximum contribution rate" means the rate equal to the corridor
midpoint plus the corridor margin.

(14-a) "Minimum contribution rate" means the rate equal to the corridor
midpoint minus the corridor margin.

(14-b) "Normal cost rate" means the salary weighted average of the
individual normal cost rates determined for the current active population plus an
allowance for projected administrative expenses. The allowance for projected
administrative expenses equals the administrative expenses divided by the
pensionable payroll for the previous fiscal year, provided the administrative allowance
may not exceed one percent of pensionable payroll for the current fiscal year unless
agreed to by the city.

(14-c) "Normal retirement age" means:

(A) for a member hired before October 9, 2004, including a member
hired before October 9, 2004, who involuntarily separated from service but was
retroactively reinstated under an arbitration, civil service, or court ruling after October
9, 2004, the earlier of:

(i) [A9] the age at which the member attains 20 years of service; or

(i) [6BY] the age at which the member first attains both the age of at
least 60 and at least 10 years of service; or

(B) except as provided by Paragraph (A) of this subdivision, for a

member hired or rehired on or after October 9, 2004, the age at which the sum of the
member's age in years and years of service equals at least 70.

(15-a) "Pay," unless the context requires otherwise, means wages as defined
by Section 3401(a) of the code, plus any amounts that are not included in gross
income by reason of Section 104(a)(1), 125, 132(f), 402(g)(2), 457, or 414(h)(2) of
the code, less any pay received for overtime work, exempt time pay, strategic officer
staffing program pay, motorcycle allowance, clothing allowance, or mentor pay. The
definition of "pay" for purposes of this article may only be amended by written
agreement of the board and the city under Section 27 of this article.

(15-b) "Payoff year" means the year a liability layer is fully amortized under
the amortization period. A payoff year may not be extended or accelerated for a period
that is less than one month.
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(16-a) "Pension obligation bond" means a bond issued in accordance with
Chapter 107, Local Government Code.

(16-b) "Pensionable payroll" means the combined salaries paid to active
members during an applicable fiscal year.

(17) "Pension system" or "system," unless the context requires otherwise,
means the retirement and disability plan for employees of any police department
subject to this article.

(17-a) "Police department" means one or more law enforcement agencies
designated as a police department by a city.

(17-b) "Price inflation assumption" means:

(A) the most recent headline consumer price index 10-year forecast
published in the Federal Reserve Bank of Philadelphia Survey of Professional
Forecasters; or

(B) if the forecast described by Paragraph (A) of this subdivision is not
available, another standard as determined by mutual agreement between the city and
the board entered into under Section 27 of this article.

(17-c) "Projected pensionable payroll" means the estimated pensionable
payroll for the fiscal year beginning 12 months after the date of the risk sharing
valuation study prepared under Section 9A of this article, as applicable, at the time of
calculation by:

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

(B) adjusting, if necessary, for changes in population or other known
factors, provided those factors would have a material impact on the calculation, as
determined by the board.

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

(17-e) "Salary" means pay provided for the classified position in the police
department held by the member.

(22) "Surviving spouse" means a person who was married to an active,
inactive, or retired member at the time of the member's death and, in the case of a
marriage or remarriage after the member's retirement, [an-inactive-orretired—member;
before—the—member's—separation—from—serviee—or| for a period of at least five
consecutive years [before-the-retired-or-inactive-member's-death|.

(24) "Third quarter line rate" means the corridor midpoint plus 2.5
percentage points.

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

(26) "Ultimate entry age normal" means an actuarial cost method under
which a calculation is made to determine the average uniform and constant percentage
rate of contributions that, if applied to the compensation of each member during the
entire period of the member's anticipated covered service, would be required to meet
the cost of all benefits payable on the member's behalf based on the benefits
provisions for newly hired employees. For purposes of this definition, the actuarial




Monday, May 1, 2017 SENATE JOURNAL 1407

accrued liability for each member is the difference between the member's present
value of future benefits based on the tier of benefits that apply to the member and the
member's present value of future normal costs determined using the normal cost rate.

(27) "Unfunded actuarial accrued liability" means the difference between
the actuarial accrued liability and the actuarial value of assets. For purposes of this
definition:

(A) "actuarial accrued liability" means the portion of the actuarial
present value of projected benefits attributed to past periods of member service based
on the cost method used in the risk sharing valuation study prepared under Section 9A
or 9B of this article, as applicable; and

(B) "actuarial value of assets" means the value of pension system
investments as calculated using the asset smoothing method used in the risk sharing
valuation study prepared under Section 9A or 9B of this article, as applicable.

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

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

(B) the actual unfunded actuarial accrued liability as of the date of the
risk sharing valuation study.

(29) "Year 2017 effective date" means the date on which S.B. No. 2190,
Acts of the 85th Legislature, Regular Session, 2017, took effect.

SECTION 2.04. Article 6243g-4, Revised Statutes, is amended by adding
Sections 2A, 2B, and 2C to read as follows:

Sec. 2A. FISCAL YEAR. If either the pension system or the city changes its
respective fiscal year, the pension system and the city shall enter into a written
agreement under Section 27 of this article to adjust the provisions of Sections 9
through 9E of this article to reflect that change for purposes of this article.

Sec. 2B. ALTERNATIVE RETIREMENT PLANS. The pension system and the
city may enter into a written agreement under Section 27 of this article to offer an
alternative retirement plan or plans, including defined contribution plans, if both
parties consider it appropriate.

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

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

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

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

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

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

- ) (A) officers or employees of the city; or
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(B) current or former employees of any other fund or pension system
authorized under:
(1) Article 6243e.2(1), Revised Statutes; or
(i1) Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular
Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes) [eleeted-by—the-aetive;
taetive-and-retired-members-otf the-penstensystem|; and
(4) the director of finance [treasurer] of the city or the person discharging
the duties of the director of finance, or the director's designee [etty-treastrer].

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

(j) Beginning with the year 2017 effective date:

(1) the term of office for a board member in the phase-down program A or
B shall be one year; and

(2) a board member who subsequently enters phase-down program A or B
and has served at least one year of the member's current term shall vacate the
member's seat and may run for reelection.

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

Sec. 4. BOARD MEMBER LEAVE AND COMPENSATION. (a) The city shall
allow active members who are trustees to promptly attend all board and committee
meetings. The city shall allow trustees the time required to travel to and attend
educational workshops and legislative hearings and to attend to other pension system
business, including meetings regarding proposed amendments to this article, if
attendance is consistent with a trustee s duty to the board [Eleeted—members—of-the

()] The board by an afﬁrmatrve Vote of at least four board members may elect
to reimburse board members who are not employees of the city for their time while
attending to official business of the pension system. The amount of any
reimbursement may not exceed $750 [$358] a month for each affected board member.

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

Sec. SA. QUALIFICATIONS OF CITY ACTUARY. (a) An actuary hired by the

city for purposes of this article must be an actuary from a professional service firm
who:
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(1) is not already engaged by the pension system or any other fund or
pension system authorized under Article 6243e.2(1), Revised Statutes, or Chapter 88
(H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), to provide actuarial services to the pension system or
other fund or pension system, as applicable;

(2) has a minimum of 10 years of professional actuarial experience; and

(3) is a member of the American Academy of Actuaries or a fellow of the
Society of Actuaries and meets the applicable requirements to issue statements of
actuarial opinion.

(b) Notwithstanding Subsection (a) of this section, the city actuary must at least
meet the qualifications required by the board for the pension system actuary. The city
actuary is not required to have greater qualifications than those of the pension system
actuary.

Sec. SB. LIABILITY OF CERTAIN PERSONS. (a) The trustees, executive
director, and employees of the pension system are fully protected from and free of
liability for any action taken or suffered by them that were performed in good faith
and in reliance on an actuary, accountant, counsel, or other professional service
provider, or in reliance on records provided by the city.

(b) The officers and employees of the city are fully protected and free of liability
for any action taken or suffered by the officer or employee, as applicable, in good
faith and on reliance on an actuary, accountant, counsel, or other professional service
provider.

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

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

(f) The board has full discretion and authority to:

(1) administer the pension system; )

(2) [~e] construe and interpret this article and any summary plan
descriptions or benefits procedures;

(3) subject to Section 9F of this article, correct any defect, supply any
omission, and reconcile any inconsistency that appears in this article;[;] and

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

(f-1) Except as provided by Section 9F of this article, all [AH] decisions of the
board under Subsection (f) of this section are final and binding on all affected parties.

(g) The board, if reasonably necessary in the course of performing a board
function, may issue process or subpoena a witness or the production of a book, record,
or other document as to any matter affecting retirement, disability, or death benefits
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under any pension plan provided by the pension system. The presiding officer of the
board may issue, in the name of the board, a subpoena only if a majority of the board
approves. The presiding officer of the board, or the presiding officer's designee, shall
administer an oath to each witness. A peace officer shall serve a subpoena issued by
the board. If the person to whom a subpoena is directed fails to comply, the board may
bring suit to enforce the subpoena in a district court of the county in which the person
resides or in the county in which the book, record, or other document is located. If the
district court finds that good cause exists for issuance of the subpoena, the court shall
order compliance. The district court may modify the requirements of a subpoena that
the court finds are unreasonable. Failure to obey the order of the district court is
punishable as contempt.

(i) If the board or its designee determines that any person to whom a payment
under this article is due is a minor or is unable to care for the person's affairs because
of a physical or mental disability, and if the board or its designee, as applicable,
determines the person does not have a guardian or other legal representative and that
the estate of the person is insufficient to justify the expense of establishing a
guardianship, or continuing a guardianship after letters of guardianship have expired,
then until current letters of guardianship are filed with the pension system, the board
or its designee, as applicable, may make the payment:

(1) to the spouse of the person, as trustee for the person;

(2) to an individual or entity actually providing for the needs of and caring
for the person, as trustee for the person; or

(3) to a public agency or private charitable organization providing
assistance or services to the aged or incapacitated that agrees to accept and manage
the payment for the benefit of the person as a trustee.

(j) The board or its designee is not responsible for overseeing how a person to
whom payment is made under Subsection (1) of this section uses or otherwise applies
the payments. Payments made under Subsection (i) of this section constitute a
complete discharge of the pension system's liability and obligation to the person on
behalf of whom payment is made.

SECTION 2.09. Section 8(a), Article 6243g-4, Revised Statutes, is amended to
read as follows:

(a) Subject to adjustments authorized by Section 9D or 9E of this article, each
[Eaeh] active member of the pension system shall pay into the system each month
10.5 [8-3/4] percent of the member's [total—direet| pay. The payments shall be
deducted by the city from the salary of each active member each payroll period and
paid to the pension system. Except for the repayment of withdrawn contributions
under Section 17(f) [er48¢e)}3}] of this article and rollovers permitted by Section
17(h) of this article, a person may not be required or permitted to make any payments
into the pension system after the person separates from service.

SECTION 2.10. Section 9, Article 6243g-4, Revised Statutes, is amended to
read as follows:

Sec. 9. CONTRIBUTIONS BY THE CITY. (a) Beginning with the year 2017
effective date, the city shall make contributions to the pension system for deposit into
the fund as provided by this section and Section 9A, 9B, 9D, or 9E of this article, as
applicable. The city shall contribute:
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(1) beginning with the year 2017 effective date and ending with the fiscal
year ending June 30, 2018, an amount equal to the city contribution rate, as
determined in the initial risk sharing valuation study conducted under Section 9B of
this article and adjusted under Section 9D or 9E of this article, as applicable,
multiplied by the pensionable payroll for the fiscal year; and

(2) for each fiscal year after the fiscal year ending June 30, 2018, an amount
equal to the city contribution rate, as determined in a subsequent risk sharing
valuation study conducted under Section 9A of this article and adjusted under Section
9D or 9E of this article, as applicable, multiplied by the pensionable payroll for the
applicable fiscal year.

(b) Except by written agreement between the city and the board under Section
27 of this article providing for an earlier contribution date, at least biweekly, the city
shall make the contributions required by Subsection (a) of this section by depositing
with the pension system an amount equal to the city contribution rate multiplied by
the pensionable payroll for the biweekly period.

(c) With respect to each fiscal year:

(1) the first contribution by the city under this section for the fiscal year
shall be made not later than the date payment is made to employees for their first full
biweekly pay period beginning on or after the first day of the fiscal year; and

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

(d) In addition to the amounts required under this section, the city may at any
time contribute additional amounts to the pension system for deposit in the pension

fund by entering into a ertten agreement w1th the board in accordance with Section
27ofthlsartlcle[ he ] Dotantie 2l cor - o Trndn

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

(f) Only amounts paid by the city to the pension system shall be credited against
any amortization schedule of payments due to the pension system under this article.

(g) Subsection (f) of this section does not affect changes to an amortization
schedule of a liability layer under Section 9A(a)(6)(F), 9B(i), or 9D(c)(4) of this
article.

(h) Notwithstanding any other law and except for the pension obligation bond
assumed under Section 9B(d)(2) of this article, the city may not issue a pension
obligation bond to fund the city contribution rate under this section.

SECTION 2.11. Article 6243g-4, Revised Statutes, is amended by adding
Sections 9A, 9B, 9C, 9D, 9E, 9F, and 9G to read as follows:

Sec. 9A. RISK SHARING VALUATION STUDIES. (a) The pension system
and the city shall separately cause their respective actuaries to prepare a risk sharing
valuation study in accordance with this section and actuarial standards of practice. A
risk sharing valuation study must:

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

(2) be included in the pension system's standard valuation study prepared
annually for the pension system;

(3) calculate the unfunded actuarial accrued liability of the pension system;

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

(5) estimate the city contribution rate, taking into account any adjustments
required under Section 9D or 9E of this article for all applicable prior fiscal years;

(6) subject to Subsection (g) of this section, be based on the following
assumptions and methods that are consistent with actuarial standards of practice:

(A) an ultimate entry age normal actuarial method;

(B) for purposes of determining the actuarial value of assets:

(1) except as provided by Subparagraph (ii) of this paragraph and
Section 9D(c)(1) or 9E(c)(2) of this article, an asset smoothing method recognizing
actuarial losses and gains over a five-year period applied prospectively beginning on
the year 2017 effective date; and

(i1) for the initial risk sharing valuation study prepared under
Section 9B of this article, a marked-to-market method applied as of June 30, 2016;

(C) closed layered amortization of liability layers to ensure that the
amortization period for each layer begins 12 months after the date of the risk sharing
valuation study in which the liability layer is first recognized;

(D) each liability layer is assigned an amortization period;

(E) each liability loss layer amortized over a period of 30 years from the
first day of the fiscal year beginning 12 months after the date of the risk sharing
valuation study in which the liability loss layer is first recognized, except that the
legacy liability must be amortized from July 1, 2016, for a 30-year period beginning
July 1, 2017;

(F) the amortization period for each liability gain layer being:
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(1) equal to the remaining amortization period on the largest
remaining liability loss layer and the two layers must be treated as one layer such that
if the payoff year of the liability loss layer is accelerated or extended, the payoff year
of the liability gain layer is also accelerated or extended; or

(i) if there is no liability loss layer, a period of 30 years from the
first day of the fiscal year beginning 12 months after the date of the risk sharing
valuation study in which the liability gain layer is first recognized;

(G) liability layers, including the legacy liability, funded according to
the level percent of payroll method;

(H) the assumed rate of return, subject to adjustment under Section
9D(c)(2) of this article or, if Section 9B(g) of this article applies, adjustment in
accordance with a written agreement entered into under Section 27 of this article,
except the assumed rate of return may not exceed seven percent per annum;

(I) the price inflation assumption as of the most recent actuarial
experience study, which may be reset by the board by plus or minus 50 basis points
based on that actuarial experience study;

(J) projected salary increases and payroll growth rate set in consultation
with the city's finance director; and

(K) payroll for purposes of determining the corridor midpoint and city
contribution rate must be projected using the annual payroll growth rate assumption,
which for purposes of preparing any amortization schedule may not exceed three
percent; and

(7) be revised and restated, if appropriate, not later than:

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

(B) the 30th day after the date required action is taken by the board
under Section 9D or 9E of this article to reflect any changes required by either section.

(b) As soon as practicable after the end of a fiscal year, the pension system
actuary at the direction of the pension system and the city actuary at the direction of
the city shall separately prepare a proposed risk sharing valuation study based on the
fiscal year that just ended.

(c) Not later than September 30 following the end of the fiscal year, the pension
system shall provide to the city actuary, under a confidentiality agreement with the
board in which the city actuary agrees to comply with the confidentiality provisions of
Section 29 of this article, the actuarial data described by Subsection (a)(4) of this
section.

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

(1) the pension system actuary, at the direction of the pension system, shall
provide the proposed risk sharing valuation study prepared by the pension system
actuary under Subsection (b) of this section to the city actuary; and

(2) the city actuary, at the direction of the city, shall provide the proposed
risk sharing valuation study prepared by the city actuary under Subsection (b) of this
section to the pension system actuary.

(e) Each actuary described by Subsection (d) of this section may provide copies
of the proposed risk sharing valuation studies to the city or to the pension system, as
appropriate.




1414 85th Legislature — Regular Session 48th Day

(f) If, after exchanging proposed risk sharing valuation studies under Subsection
(d) of this section, it is found that the difference between the estimated city
contribution rate recommended in the proposed risk sharing valuation study prepared
by the pension system actuary and the estimated city contribution rate recommended
in the proposed risk sharing valuation study prepared by the city actuary for the
corresponding fiscal year is:

(1) less than or equal to two percentage points, the estimated city
contribution rate recommended by the pension system actuary will be the estimated
city contribution rate for purposes of Subsection (a)(5) of this section, and the
proposed risk sharing valuation study prepared for the pension system is considered to
be the final risk sharing valuation study for the fiscal year for the purposes of this
article; or

(2) greater than two percentage points, the city actuary and the pension
system actuary shall have 20 business days to reconcile the difference, provided that
without the mutual agreement of both actuaries, the difference in the estimated city
contribution rate recommended by the city actuary and the estimated city contribution
rate recommended by the pension system actuary may not be further increased and:

(A) if, as a result of reconciliation efforts under this subdivision, the
difference is reduced to less than or equal to two percentage points:

(1) the estimated city contribution rate proposed under the
reconciliation by the pension system actuary will be the estimated city contribution
rate for purposes of Subsection (a)(5) of this section; and

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

(B) if, after 20 business days, the pension system actuary and the city
actuary are not able to reach a reconciliation that reduces the difference to an amount
less than or equal to two percentage points:

(1) the city actuary at the direction of the city and the pension
system actuary at the direction of the pension system each shall deliver to the finance
director of the city and the executive director of the pension system a final risk sharing
valuation study with any agreed-to changes, marked as the final risk sharing valuation
study for each actuary; and

(i1) not later than the 90th day before the first day of the next fiscal
year, the finance director and the executive director shall execute a joint addendum to
the final risk sharing valuation study received by them under Subparagraph (i) of this
paragraph that is a part of the final risk sharing valuation study for the fiscal year for
all purposes and reflects the arithmetic average of the estimated city contribution rates
for the fiscal year stated by the city actuary and the pension system actuary in the final
risk sharing valuation study for purposes of Subsection (a)(5) of this section, and for
reporting purposes the pension system may treat the pension system actuary's risk
sharing valuation study with the addendum as the final risk sharing valuation study.
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(g) The assumptions and methods used and the types of actuarial data and
financial information used to prepare the initial risk sharing valuation study under
Section 9B of this article shall be used to prepare each subsequent risk sharing
valuation study under this section, unless changed based on the actuarial experience
study conducted under Section 9C of this article.

(h) The actuarial data provided under Subsection (a)(2) of this section may not
include the identifying information of individual members.

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

(1) except as otherwise provided by this section, be prepared in accordance
with Section 9A of this article and, for purposes of Section 9A(a)(4) of this article, be
based on actuarial data as of June 30, 2016; and

(2) project the corridor midpoint for 31 fiscal years beginning with the fiscal
year beginning July 1, 2017.

(b) If the initial risk sharing valuation study has not been prepared consistent
with this section before the year 2017 effective date, as soon as practicable after the
year 2017 effective date:

(1) the pension system shall provide to the city actuary, under a
confidentiality agreement, the necessary actuarial data used by the pension system
actuary to prepare the proposed initial risk sharing valuation study; and

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

(A) the city actuary, at the direction of the city, shall provide a proposed
initial risk sharing valuation study to the pension system actuary; and

(B) the pension system actuary, at the direction of the pension system,
shall provide a proposed initial risk sharing valuation study to the city actuary.

(c) If, after exchanging proposed initial risk sharing valuation studies under
Subsection (b)(2) of this section, it is determined that the difference between the
estimated city contribution rate for any fiscal year recommended in the proposed
initial risk sharing valuation study prepared by the pension system actuary and in the
proposed initial risk sharing valuation study prepared by the city actuary is:

(1) less than or equal to two percentage points, the estimated city
contribution rate for that fiscal year recommended by the pension system actuary will
be the estimated city contribution rate for purposes of Section 9A(a)(5) of this article;
or

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

(A) if, as a result of reconciliation efforts under this subdivision, the
difference in any fiscal year is reduced to less than or equal to two percentage points,
the estimated city contribution rate recommended by the pension system actuary for
that fiscal year will be the estimated city contribution rate for purposes of Section
9A(a)(5) of this article; or
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(B) if, after 20 business days, the city actuary and the pension system
actuary are not able to reach a reconciliation that reduces the difference to an amount
less than or equal to two percentage points for any fiscal year:

(i) the city actuary at the direction of the city and the pension
system actuary at the direction of the pension system each shall deliver to the finance
director of the city and the executive director of the pension system a final initial risk
sharing valuation study with any agreed-to changes, marked as the final initial risk
sharing valuation study for each actuary; and

(i1) the finance director and the executive director shall execute a
joint addendum to the final initial risk sharing valuation study that is a part of each
final initial risk sharing valuation study for all purposes and that reflects the arithmetic
average of the estimated city contribution rate for each fiscal year in which the
difference was greater than two percentage points for purposes of Section 9A(a)(5) of
this article, and for reporting purposes the pension system may treat the pension
system actuary's initial risk sharing valuation study with the addendum as the final
initial risk sharing valuation study.

(d) In preparing the initial risk sharing valuation study, the city actuary and
pension system actuary shall:

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

(2) assume the issuance of planned pension obligation bonds by March 31,
2018, in accordance with Subsection (j) of this section; and

(3) assume benefit and contribution changes contemplated by this article as
of the year 2017 effective date.

(e) If the city actuary does not prepare an initial risk sharing valuation study for
purposes of this section, the pension system actuary's initial risk sharing valuation
study will be used as the final risk sharing valuation study for purposes of this article
unless the city did not prepare a proposed initial risk sharing valuation study because
the pension system actuary did not provide the necessary actuarial data in a timely
manner. If the city did not prepare a proposed initial risk sharing valuation study
because the pension system actuary did not provide the necessary actuarial data in a
timely manner, the city actuary shall have 60 days to prepare the proposed initial risk
sharing valuation study on receipt of the necessary information.

(f) If the pension system actuary does not prepare a proposed initial risk sharing
valuation study for purposes of this section, the proposed initial risk sharing valuation
study prepared by the city actuary will be the final risk sharing valuation study for
purposes of this article.

(g) The city and the board may agree on a written transition plan for resetting
the corridor midpoint:

(1) if at any time the funded ratio is equal to or greater than 100 percent; or
(2) for any fiscal year after the payoff year of the legacy liability.

(h) If the city and the board have not entered into an agreement described by
Subsection (g) of this section in a given fiscal year, the corridor midpoint will be the
corridor midpoint determined for the 31st fiscal year in the initial risk sharing
valuation study prepared in accordance with this section.
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(i) If the city makes a contribution to the pension system of at least $5 million
more than the amount that would be required by Section 9(a) of this article, a liability
gain layer with the same remaining amortization period as the legacy liability is
created and the corridor midpoint shall be decreased by the amortized amount in each
fiscal year covered by the liability gain layer produced divided by the projected
pensionable payroll.

(j) Notwithstanding any other provision of this article, including Section 9F of
this article:

(1) if the city fails to deliver the proceeds of pension obligation bonds
totaling $750 million on or before March 31, 2018, the board shall:

(A) except as provided by Paragraph (B) of this subdivision,
immediately rescind, prospectively, any or all benefit changes made effective under
S.B. No. 2190, Acts of the 85th Legislature, Regular Session, 2017, as of the year
2017 effective date; or

(B) reestablish the deadline for the delivery of pension obligation bond
proceeds, which may not be later than May 31, 2018, reserving the right to rescind the
benefit changes authorized by this subdivision if the bond proceeds are not delivered
by the reestablished deadline; and

(2) subject to Subsection (k) of this section, if the board rescinds benefit
changes under Subdivision (1) of this subsection or pension obligation bond proceeds
are not delivered on or before the deadline or reestablished deadline prescribed by
Subdivision (1) of this subsection, the initial risk sharing valuation study shall be
prepared again and restated without assuming the delivery of the pension obligation
bond proceeds, the extended time for delivery of pension obligation bond proceeds, or
the rescinded benefit changes, as applicable, and the resulting city contribution rate
will become effective in the fiscal year following the completion of the restated initial
risk sharing valuation study.

(k) The restated initial risk sharing valuation study required under Subsection
()(2) of this section must be completed at least 30 days before the start of the fiscal
year:

(1) ending June 30, 2019, if the board does not reestablish the deadline
under Subsection (j)(1) of this section; or

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

Sec. 9C. ACTUARIAL EXPERIENCE STUDIES. (a) At least once every four
years, the pension system actuary at the direction of the pension system shall conduct
an actuarial experience study in accordance with actuarial standards of practice. The
actuarial experience study required by this subsection must be completed not later
than September 30 of the year in which the study is required to be conducted.

(b) Except as otherwise expressly provided by Sections 9A(a)(6)(A)-(I) of this
article, actuarial assumptions and methods used in the preparation of a risk sharing
valuation study, other than the initial risk sharing valuation study, shall be based on
the results of the most recent actuarial experience study.
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(c) Not later than the 180th day before the date the board may consider adopting
any assumptions and methods for purposes of Section 9A of this article, the pension
system shall provide the city actuary with a substantially final draft of the pension
system's actuarial experience study, including:

(1) all assumptions and methods recommended by the pension system's
actuary; and

(2) summaries of the reconciled actuarial data used in creation of the
actuarial experience study.

(d) Not later than the 60th day after the date the city receives the final draft of
the pension system's actuarial experience study under Subsection (c) of this section,
the city actuary and pension system actuary shall confer and cooperate on reconciling
and producing a final actuarial experience study. During the period prescribed by this
subsection, the pension system actuary may modify the recommended assumptions in
the draft actuarial experience study to reflect any changes to assumptions and methods
to which the pension system actuary and the city actuary agree.

(e) At the city actuary's written request, the pension system shall provide
additional actuarial data used by the pension system actuary to prepare the draft
actuarial experience study, provided that confidential data may only be provided
subject to a confidentiality agreement in which the city actuary agrees to comply with
the confidentiality provisions of Section 29 of this article.

(f) The city actuary at the direction of the city shall provide in writing to the
pension system actuary and the pension system:

(1) any assumptions and methods recommended by the city actuary that
differ from the assumptions and methods recommended by the pension system
actuary; and

(2) the city actuary's rationale for each method or assumption the actuary
recommends and determines to be consistent with standards adopted by the Actuarial
Standards Board.

(g) Not later than the 30th day after the date the pension system actuary receives
the city actuary's written recommended assumptions and methods and rationale under
Subsection (f) of this section, the pension system shall provide a written response to
the city identifying any assumption or method recommended by the city actuary that
the pension system does not accept. If any assumption or method is not accepted, the
pension system shall recommend to the city the names of three independent actuaries
for purposes of this section.

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

(1) is not already engaged by the city, the pension system, or any other fund
or pension system authorized under Article 6243e.2(1), Revised Statutes, or Chapter
88 (H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), to provide actuarial services to the city, the pension
system, or another fund or pension system referenced in this subdivision;

(2) is a member of the American Academy of Actuaries; and

(3) has at least five years of experience as an actuary working with one or
more public retirement systems with assets in excess of $1 billion.
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(1) Not later than the 20th day after the date the city receives the list of three
independent actuaries under Subsection (g) of this section, the city shall identify and
the pension system shall hire one of the listed independent actuaries on terms
acceptable to the city and the pension system to perform a scope of work acceptable to
the city and the pension system. The city and the pension system each shall pay 50
percent of the cost of the independent actuary engaged under this subsection. The city
shall be provided the opportunity to participate in any communications between the
independent actuary and the pension system concerning the engagement, engagement
terms, or performance of the terms of the engagement.

(j) The independent actuary engaged under Subsection (i) of this section shall
receive on request from the city or the pension system:

(1) the pension system's draft actuarial experience study, including all
assumptions and methods recommended by the pension system actuary;

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

(3) the city actuary's specific recommended assumptions and methods
together with the city actuary's written rationale for each recommendation;

(4) the pension system actuary's written rationale for its recommendations;

and

T (5) if requested by the independent actuary and subject to a confidentiality
agreement in which the independent actuary agrees to comply with the confidentiality
provisions of this article, additional confidential actuarial data.

(k) Not later than the 30th day after the date the independent actuary receives all
the requested information under Subsection (j) of this section, the independent actuary
shall advise the pension system and the city whether it agrees with either the
assumption or method recommended by the city actuary or the corresponding method
or assumption recommended by the pension system actuary, together with the
independent actuary's rationale for making the determination. During the period
prescribed by this subsection, the independent actuary may discuss recommendations
in simultaneous consultation with the pension system actuary and the city actuary.

() The pension system and the city may not seek any information from any
prospective independent actuary about possible outcomes of the independent actuary's
review.

(m) If an independent actuary has questions or concerns regarding an
engagement entered into under this section, the independent actuary shall
simultaneously consult with both the city actuary and the pension system actuary
regarding the questions or concerns. This subsection does not limit the pension
system's authorization to take appropriate steps to complete the engagement of the
independent actuary on terms acceptable to both the pension system and the city or to
enter into a confidentiality agreement with the independent actuary, if needed.

(n) If the board does not adopt an assumption or method recommended by the
city actuary to which the independent actuary agrees, or recommended by the pension
system actuary, the city actuary is authorized to use that recommended assumption or
method in connection with preparation of a subsequent risk sharing valuation study
under Section 9A of this article until the next actuarial experience study is conducted.
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Sec. 9D. CITY CONTRIBUTION RATE WHEN ESTIMATED CITY
CONTRIBUTION RATE LOWER THAN CORRIDOR MIDPOINT,;
AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section governs the
determination of the city contribution rate applicable in a fiscal year if the estimated
city contribution rate is lower than the corridor midpoint.

(b) If the funded ratio is:

(1) less than 90 percent, the city contribution rate for the fiscal year equals
the corridor midpoint; or

(2) equal to or greater than 90 percent and the city contribution rate is:

(A) equal to or greater than the minimum contribution rate, the
estimated city contribution rate is the city contribution rate for the fiscal year; or

(B) except as provided by Subsection (e) of this section, less than the
minimum contribution rate for the corresponding fiscal year, the city contribution rate
for the fiscal year equals the minimum contribution rate achieved in accordance with
Subsection (c) of this section.

(c) For purposes of Subsection (b)(2)(B) of this section, the following
adjustments shall be applied sequentially to the extent required to increase the
estimated city contribution rate to equal the minimum contribution rate:

(1) first, adjust the actuarial value of assets equal to the current market value
of assets, if making the adjustment causes the city contribution rate to increase;

(2) second, under a written agreement between the city and the board
entered into under Section 27 of this article not later than April 30 before the first day
of the next fiscal year, reduce the assumed rate of return;

(3) third, under a written agreement between the city and the board entered
into under Section 27 of this article no later than April 30 before the first day of the
next fiscal year, prospectively restore all or part of any benefit reductions or reduce
increased employee contributions, in each case made after the year 2017 effective
date; and

(4) fourth, accelerate the payoff year of the existing liability loss layers,
including the legacy liability, by accelerating the oldest liability loss layers first, to an
amortization period that is not less than 10 years from the first day of the fiscal year
beginning 12 months after the date of the risk sharing valuation study in which the
liability loss layer is first recognized.

(d) If the funded ratio is:

(1) equal to or greater than 100 percent:

(A) all existing liability layers, including the legacy liability, are
considered fully amortized and paid;
(B) the applicable fiscal year is the payoff year for the legacy liability;

and
T (C) for each fiscal year subsequent to the fiscal year described by
Paragraph (B) of this subdivision, the corridor midpoint shall be determined as
provided by Section 9B(g) of this article; and

(2) greater than 100 percent in a written agreement between the city and the
pension system under Section 27 of this article, the pension system may reduce
member contributions or increase pension benefits if, as a result of the action:

(A) the funded ratio is not less than 100 percent; and
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(B) the city contribution rate is not more than the minimum contribution

rate.

" (e) Except as provided by Subsection (f) of this section, if an agreement under
Subsection (d) of this section is not reached on or before April 30 before the first day
of the next fiscal year, before the first day of the next fiscal year the board shall reduce
member contributions and implement or increase cost of living adjustments, but only
to the extent that the city contribution rate is set at or below the minimum contribution
rate and the funded ratio is not less than 100 percent.

(f) If any member contribution reduction or benefit increase under Subsection
(e) of this section has occurred within the previous three fiscal years, the board may
not make additional adjustments to benefits, and the city contribution rate must be set
to equal the minimum contribution rate.

Sec. 9E. CITY CONTRIBUTION RATE WHEN ESTIMATED CITY
CONTRIBUTION RATE EQUAL TO OR GREATER THAN CORRIDOR
MIDPOINT; AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section
governs the determination of the city contribution rate in a fiscal year when the
estimated city contribution rate is equal to or greater than the corridor midpoint.

(b) If the estimated city contribution rate is:

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

(2) except as provided by Subsection (d) or (e) of this section, greater than
the maximum contribution rate for the corresponding fiscal year, the city contribution
rate equals the corridor midpoint achieved in accordance with Subsection (c) of this
section.

(c) For purposes of Subsection (b)(2) of this section, the following adjustments
shall be applied sequentially to the extent required to decrease the estimated city
contribution rate to equal the corridor midpoint:

(1) first, if the payoff year of the legacy liability was accelerated under
Section 9D(c) of this article, extend the payoff year of existing liability loss layers, by
extending the most recent loss layers first, to a payoff year not later than 30 years
from the first day of the fiscal year beginning 12 months after the date of the risk
sharing valuation study in which the liability loss layer is first recognized; and

(2) second, adjust the actuarial value of assets to the current market value of
assets, if making the adjustment causes the city contribution rate to decrease.

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

(1) the city contribution rate equals the third quarter line rate; and

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

(e) If an agreement under Subsection (d)(2) of this section is not reached on or
before April 30 before the first day of the next fiscal year, before the start of the next
fiscal year to which the city contribution rate would apply, the board, to the extent
necessary to set the city contribution rate equal to the third quarter line rate, shall:
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(1) increase member contributions and decrease cost-of-living adjustments;

(2) increase the normal retirement age; or

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

(f) If the city contribution rate remains greater than the corridor midpoint in the
third fiscal year after adjustments are made in accordance with an agreement under
Subsection (d)(2) of this section, in that fiscal year the city contribution rate equals the
corridor midpoint achieved in accordance with Subsection (g) of this section.

(g) The city contribution rate must be set at the corridor midpoint under
Subsection (f) of this section by:

(1) in the risk sharing valuation study for the third fiscal year described by
Subsection (f) of this section, adjusting the actuarial value of assets to equal the
current market value of assets, if making the adjustment causes the city contribution
rate to decrease; and

(2) under a written agreement entered into between the city and the board
under Section 27 of this article:

(A) increasing member contributions; and
(B) making any other benefits or plan changes not otherwise prohibited
by applicable federal law or regulations.

(h) If an agreement under Subsection (g)(2) of this section is not reached on or
before April 30 before the first day of the next fiscal year, before the start of the next
fiscal year, the board, to the extent necessary to set the city contribution rate equal to
the corridor midpoint, shall:

(1) increase member contributions and decrease cost-of-living adjustments;

(2) increase the normal retirement age; or

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

Sec. 9F. UNILATERAL DECISIONS AND ACTIONS PROHIBITED. (a)
Notwithstanding Section 6(f) or 5B of this article, the board may not change,
terminate, or modify Sections 9 through 9E of this article.

(b) No unilateral decision or action by the board is binding on the city and no
unilateral decision or action by the city is binding on the pension system with respect
to the application of Sections 9 through 9E of this article unless expressly provided by
a provision of those sections. Nothing in this subsection is intended to limit the
powers or authority of the board.

Sec. 9G. STATE PENSION REVIEW BOARD; REPORT. (a) After preparing a
final risk sharing valuation study under Section 9A or 9B of this article, the pension
system and the city shall jointly submit a copy of the study or studies, as appropriate,
to the State Pension Review Board for validation and confirmation that the pension
system and city are in compliance with this article.

(b) Not later than the 30th day after the date an action is taken under Section 9D
or 9E of this article, the pension system shall submit a report to the State Pension
Review Board regarding any actions taken under those sections.
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(c) The State Pension Review Board shall notify the governor, the lieutenant
governor, the speaker of the house of representatives, and the legislative committees
having principal jurisdiction over legislation governing public retirement systems if
the State Pension Review Board determines the pension system or the city is not in
compliance with Sections 9 through 9F of this article.

SECTION 2.12. Article 6243g-4, Revised Statutes, is amended by adding
Section 10A to read as follows:

Sec. 10A. REPORT ON INVESTMENTS BY INDEPENDENT
INVESTMENT CONSULTANT. (a) At least once every three years, the board shall
hire an independent investment consultant, including an independent investment
consulting firm, to conduct a review of pension system investments and submit a
report to the board and the city concerning that review. The independent investment
consultant shall review and report on at least the following:

(1) the pension system's compliance with its investment policy statement,
ethics policies, including policies concerning the acceptance of gifts, and policies
concerning insider trading;

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

(3) the pension system's portfolio structure, including the system's need for
liquidity, cash income, real return, and inflation protection and the active, passive, or
index approaches for different portions of the portfolio;

(4) investment manager performance reviews and an evaluation of the
processes used to retain and evaluate managers;

(5) benchmarks used for each asset class and individual manager;

(6) evaluation of fees and trading costs;

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

(8) an evaluation of investment-related disclosures in the pension system's
annual reports.

(b) When the board retains an independent investment consultant under this
section, the pension system may require the consultant to agree in writing to maintain
the confidentiality of:

(1) information provided to the consultant that is reasonably necessary to
conduct a review under this section; and

(2) any nonpublic information provided for the pension system for the
review.

(c) The costs for the investment report required by this section must be paid
from the fund.

SECTION 2.13. Sections 11(a) and (c), Article 6243g-4, Revised Statutes, are
amended to read as follows:

(a) A member who returns to service after an interruption in service is eligible
for [entitled-te] credit for the previous service to the extent provided by Section 17 or
19 of this article. T
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(¢) A member may not have any service credited for unused sick leave, vacation
pay, [ef] accumulated overtime, or equivalent types of pay until the date the member
retires, at which time the member may apply some or all of the service to satisfy the
requirements for retirement, although the member otherwise could not meet the
service requirement without the credit.

SECTION 2.14. Section 12, Article 6243g-4, Revised Statutes, is amended by
amending Subsections (a), (b), (c), (d), (e), (h), and (i) and adding Subsections (b-1),
(b-2), (b-3), (c-1), (c-2), (j), (k), (1), and (m) to read as follows:

(a) A member who separates from service after attaining normal retirement age
[earning20-or-more-years-efserviee] is eligible to receive a monthly service pension,
beginning in the month of separation from service. A member who separates from
service as a classified police officer with the city after November 23, 1998, after
earning 10 or more but less than 20 years of service in [any—ef] the [eitys] pension
system [systems] and who complies with all applicable requirements of Section 19 of
this article is eligible to receive a monthly service pension, beginning in the month the
individual attains normal retirement [60-years—ef] age. An individual may not receive

a pension under this article while still an active member[;—exeept—as—previded—by
Subsection—{H-of thisseetiont]. All service pensions end with the month in which the

retired member dies. The city shall supply all personnel, financial, and payroll records
necessary to establish the member's eligibility for a benefit, the member's credited
service, and the amount of the benefit. The city must provide those records in the
format specified by the pension system.

(b) Except as otherwise provided by this section, including Subsection (b-3) of
this section, the monthly service pension of a member who:

(1) is hired before October 9, 2004, including a member hired before
October 9, 2004, who involuntarily separated from service but has been retroactively
reinstated under arbitration, civil service, or a court ruling, [that-becomes—due—after
May12004] is equal to the sum of:

(A) 2.75 percent of the member's final average [total—direet] pay
multrphed by the member S years or partral years of servrce [er-Hthe-memberretired

alary;| for [eachof]

the member s ﬁrst 20 years of service; and

B) [—plas—an—additional] two percent of the member's final average
[tetal-direet] pay multiplied by the member's years or partial years of service for the

member's years of service in excess of the 20 years of service described by Paragraph
(A) of this subdivision; or

(2) except as provided by Subdivision (1) of this subsection and subject to
Subsection (b-3) of this section, is hired or rehired as an active member on or after
October 9, 2004, is equal to the sum of:

(A) 2.25 percent of the member's final average pay multiplied by the

member's years or partial years of service for the member's first 20 years of service;
and

(B) two percent of the member's final average pay multiplied by the
member's years or partial years of service in excess of 20 years of service described
by Paragraph (A) of this subdivision [fer-each—efthe-members—subsequentyears—of
service;-computed-to-the-nearest-one-tvelfth-ofa—year|.
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(b 1) A member Who [sep&rates—frem—semee—af-ter—NevembeH%—Q‘)S—
udinea vh ant—and] begins to receive a monthly
service pensron under Subsectlon (b)(l) of thls sectron shall also receive a one-time
lump-sum payment of $5,000 at the same time the first monthly pension payment is
made. The lump-sum payment under this subsection is not available to a member who
has previously received a $5,000 payment under this section or Section 16 of this
article. A member described by Subsection (b)(2) of this section may not receive the
lump-sum payment described by this subsection.

(b-2) For purposes of Subsections (b) and (b-1) of this section, partial years shall
be computed to the nearest one-twelfth of a year.

(b-3) A member's monthly service pension determined under Subsection (b)(2)
of this section may not exceed 80 percent of the member's final average pay.

(c) Subject to Subsection (c-2) of this section, beginning with the fiscal year
ending June 30, 2021, the [Fhe] pension payable to a [eaeh] retired member or
survivor who is 55 years of age or older as of April 1 of the applicable fiscal year, a
member or survivor who received benefits or survivor benefits before June 8, 1995, or
a survivor of an active member who dies from a cause connected with the

performance of the member's duties [ef—the—penston—systemt] shall be adjusted
annually, effective April 1 of each year, upward at a rate equal to the most recent five

fiscal years' smoothed return, as determmed by the pensron system actuary, minus 500

(c-1) Subject to Subsection (c-2) of this section, for the pension system's fiscal
years ending June 30, 2018, June 30, 2019, and June 30, 2020, the pension payable to
each retired member or survivor who is 70 years of age or older shall be adjusted
annually, effective April 1 of each year, upward at a rate equal to the most recent five
fiscal years' smoothed return, as determined by the pension system actuary, minus 500
basis points.

(c-2) The percentage rate prescribed by Subsections (c) and (c-1) of this section
may not be less than zero percent or more than four percent, irrespective of the return
rate of the pension system's investment portfolio.

(d) A retired member who receives a service pension under this article is eligible
[entitled] to receive an additional amount each month equal to $150, beginning on the
later of the date the retired member's pension begins or the date the first monthly
payment becomes due after June 18, 2001, and continuing until the end of the month
in which the retired member dies. This amount is intended to defray the retired
member's group medical insurance costs and will be paid directly by the fund to the
retired member for the retired member's lifetime.

(e) At the end of each calendar year beginning after 1998, and subject to the
conditions provided by this subsection, the pension system shall make a 13th benefit
payment to each member or survivor who is hired or rehired before October 9, 2004,
including a member hired or rehired before October 9, 2004, who was reinstated
under arbitration, civil service, or a court ruling after that date, and [perses] who is
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receiving a service pension. The amount of the 13th payment shall be the same as the
last monthly payment received by the retiree or survivor before issuance of the
payment, except the payment received by any person who has been in pay status for
less than 12 months shall be for a prorated amount determined by dividing the amount
of the last payment received by 12 and multiplying this amount by the number of
months the person has been in pay status. The 13th payment may be made only for
those calendar years in which the pension system's funded ratio is 120 percent or
greater|:

d-have-beenreqy malee-H-the payrrenthad-rotbeentade |
(h) Final average [Average—total-direet] pay for a member who retires after
participating in a phase-down program in which the member receives a periodic
payment that is generated from the member's accumulated sick time, vacation time,
and overtime balances shall be based on the final average pay the member received on
the earlier of the date:

(1) immediately preceding the date the member began phase-down
participation; or

(2) if the member began DROP participation on or after the year 2017
effective date, the member began participation in DROP [highest—pay—period;

chrdo—ary—ay ol P

(i) The computation of final average [: ireet| pay shall be made in
accordance with procedures andﬁcies adopted by the board.

(j) A member participating in the phase-down program, defined in the 2011
labor agreement between the city and the police officers' union, who has separated
from service is eligible to receive a monthly service pension as if the member had
attained normal retirement age. Notwithstanding any other law, a member
participating in option A or B of the phase-down program whose effective date of
entry into DROP is on or before the year 2017 effective date is, on exiting the
phase-down program and separating from service, eligible to receive a monthly
service pension equal to the amount credited to the member's DROP account under
Section 14(d) of this article immediately before the member separated from service.

(k) If a member is hired on or after October 9, 2004, the member may elect to
receive a partial lump-sum optional payment equal to not more than 20 percent of the
actuarial value of the member's accrued pension at retirement. The lump-sum
payment under this subsection shall be actuarially neutral. Notwithstanding any other
law, if a member elects to receive a lump-sum payment under this subsection, the
value of the member's monthly service pension shall be reduced actuarially to reflect
the lump-sum payment.
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() A member who is receiving workers' compensation payments or who has
received workers' compensation and subsequently retires or begins participation in
DROP will have the member's pension or DROP benefit, as applicable, calculated on
the pay that the member would have received had the member not been receiving
workers' compensation benefits.

(m) For a member who is promoted or appointed to a position above the rank of
captain on or after the year 2017 effective date, the member's monthly service pension
and member contributions shall be based on, as determined by the board:

(1) the member's pay for the position the member held immediately before
being promoted or appointed; or

(2) the pay of the highest civil rank for classified police officers for those
members who have no prior service with the city, which pay must be calculated based
on the three-year average prior to retirement.

SECTION 2.15. Section 14, Article 6243g-4, Revised Statutes, is amended by
amending Subsections (b), (c), (d), (e), (f-1), (h), (i), (k), and (1) and adding
Subsections (c-1) and (c-2) to read as follows:

(b) An active member who was hired before October 9, 2004, including a
member hired before October 9, 2004, who has been reinstated under arbitration, civil
service, or a court ruling after that date, and has at least 20 years of service with the
police department may file with the pension system an election to participate in
DROP and receive a DROP benefit instead of the standard form of pension provided
by this article as of the date the active member attained 20 years of service. The
election may be made, under procedures established by the board, by an eligible
active member who has attained the required years of service. A DROP election that is
made and accepted by the board may not be revoked [befere-the-member's-separation
from-serviee].

(¢c) The monthly service pension or [and] death benefits of an active member
who is a DROP participant that were accrued under this article as it existed
immediately before the year 2017 effective date remain accrued.

(c-1) The monthly service pension or death benefits of an active member who
becomes a DROP participant on or after the year 2017 effective date will be
determined as if the [aetive] member had separated from service and begun receiving
a pension on the effective date of the member's DROP election and the[—TFhe-aetive]
member does not retire but does not accrue additional service credit beginning on the
effective date of the member's entry into DROP.

(c-2) For a member who exits DROP on or after the year 2017 effective date:

(1) any [the-eleettons—and] increases in the member's pay that occur on or
after the effective date of the member's entry into DROP [that-date] may not be used
in computing the [eetive] member's monthly service pension; and

(2) any[—exeept—as—provided—bySubseetion{—of thisseetion—but|
cost-of-living adjustments that occur on or after the effective date of the member's
entry into DROP [that-date] and that otherwise would be applicable to the pension
will not be made during the time the member participates in DROP.

(d) The member's DROP benefit is determined as provided by this subsection
and Subsection (e) of this section. Each month an amount equal to the monthly service
pension the active member would have been eligible [entitled] to receive if the active
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member had separated from service on the effective date of entry into DROP, less any
amount that is intended to help defray the active member's group medical insurance
costs as described by Section 12(d) of this article, shall be credited to a notional
DROP account for the active member[;—and—each—month—an—ameunt—equalto—the

e eRtFy—A A aH-b ORa A |
In any year in which a 13th payment is made to retired members under Section 12(e)
of this article, an amount equal to the amount of the 13th payment that would have
been made to the DROP participant if the DROP participant had retired on the date of
DROP entry will be credited to the DROP account.

(e) As of the end of each month an amount is credited to each active member's
notional DROP account at the rate of one-twelfth of a hypothetical earnings rate on
amounts in the account. The hypothetical earnings rate is determined for each
calendar year based on the compounded average of the aggregate annual rate of return
on investments of the pension system for the five consecutive fiscal years ending June
30 preceding the calendar year to which the earnings rate applies, multiplied by 65
percent. The hypothetical earnings rate may not be less than 2.5 percent [zere].

(f-1) If a DROP participant separates from service due to death, [and] the
participant's surviving spouse is eligible [persen—entitled] to receive benefits under
Sections 16 and 16A of this article and the surviving spouse may elect to receive
[does-netrevoke-the PROP-—eleetion;] the DROP benefit [may-bereeetved]| in the form
of an additional annuity over the life expectancy of the surviving spouse.

(h) Instead of beginning to receive a service pension on separation from service
in accordance with Section 12 of this article, a retired member who is a DROP
participant may elect to have part or all of the amount that would otherwise be paid as
a monthly service pension, less any amount required to pay the retired member's share
of group medical insurance costs, credited to a DROP account, in which case the
additional amounts will become eligible to be credited with hypothetical earnings in
the same manner as the amounts described by Subsection (g) of this section. On and
after the year 2017 effective date, additional amounts may not be credited to a DROP
account under this subsection. Any amounts credited under this subsection before the
year 2017 effective date shall remain accrued in a retired member's DROP account.

(1) A retired member who has not attained age 70-1/2, whether or not a DROP
participant before retirement, may elect to have part or all of an amount equal to the
monthly service pension the retired member would otherwise be entitled to receive,
less any amount required to pay the retired member's share of group medical
insurance costs, credited to a DROP account, in which case the amounts will become
eligible to be credited with hypothetical earnings in the same manner as the amounts
described by Subsection (g) of this section. On and after the year 2017 effective date,
additional amounts may not be credited to a DROP account under this subsection.
Any amounts credited under this subsection before the year 2017 effective date shall
remain accrued in a retired member’
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(k) If a retired member who is [er—was] a DROP participant is rehired as an
employee of the police department, any pension or DROP distribution that was being
paid shall be suspended and the monthly amount described by Subsection (d) of this
section will again begin to be credited to the DROP account while the member
continues to be an employee. If the member's DROP account has been completely
distributed, a new notional account may not [w+H] be created and the monthly amount
described by Subsection (d) of this section may not be credited to a DROP account on

behalf of the member [€e+eeeﬁ‘e—the—membeﬁ+neﬂ&ﬂ§hefedm—ﬁla+eﬁred—membef

(1) The maximum number of years an active member may participate in DROP
is 20 years. Except as provided by this subsection, after the DROP participant has
reached the maximum number of years of DROP participation prescribed by this
subsection, including DROP participants with 20 years or more in DROP on or before
the year 2017 effective date, the DROP participant may not receive the monthly
service pension that was credited to a notional DROP account but may receive the
hypothetical earnings rate stated in Subsection (e) of this section. Notwithstanding the
preceding, a member's DROP account balance before the year 2017 effective date
may not be reduced under the precedmg prov1s1ons of thls subsectron [:Phe—D-RGP

SECTION 2.16. Section 15, Article 6243g-4, Revised Statutes, is amended by
amending Subsections (a), (b), (c), (d), (e), and (i) and adding Subsections (a-1), (c-1),
(1), (m), and (n) to read as follows:

(a) An active member who becomes totally and permanently incapacitated for
the performance of the member's duties as a result of a bodily injury received in, or
illness caused by, the performance of those duties shall, on presentation to the board
of proof of total and permanent incapacity, be retired and shall receive an immediate
duty-connected disability pension equal to:

(1) for members hired or rehired before October 9, 2004, the greater of 55
percent of the member's final average [tetal-direet| pay at the time of retirement or the
member's accrued service pension; or

(2) for members hired or rehired on or after October 9, 2004, the greater of
45 percent of the member's:

(A) final average pay at the time of retirement; or
(B) accrued service pension.

(a-1) Ifthe injury or illness described by Subsection (a) of this section involves a
traumatic event that directly causes an immediate cardiovascular condition resulting in
a total disability, the member is eligible for a duty-connected disability pension. A
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disability pension granted by the board shall be paid to the member for the remainder
of the member's life, [er-for] as long as the incapacity remains, subject to Subsection
(e) of this section. If a member is a DROP participant at the commencement of the
member's disability, the member shall have the option of receiving the DROP balance
in any manner that is approved by the board and that satisfies the requirements of
Section 401(a)(9) of the code and Treasury Regulation Section 1.104-1(b) (26 C.F.R.
Section 1.104-1) and is otherwise available to any other member under this article.

(b) A member [with+0-years—ormere-ofereditedserviee]| who becomes totally
and permanently incapacitated for the performance of the member's duties and is not
eligible for either an immediate service pension or a duty-connected disability pension
is eligible for an immediate monthly pension computed in the same manner as a
service retirement pension but based on final average [tetal-direet] pay and service
accrued to the date of the disability. The pension under this subsection may not be less
than:

(1) for members hired before October 9, 2004, including a member who
involuntarily separated from service but has been retroactively reinstated under
arbitration, civil service, or a court ruling, 27.5 percent of the member's final average
[tetal-direet] pay; or T

(2) except as provided by Subdivision (1) of this subsection, for members
hired or rehired on or after October 9, 2004, 22.5 percent of the member's final
average pay.

(¢) A member hired or rehired before October 9, 2004, who becomes eligible
[entitled] to receive a disability pension after November 23, 1998, is eligible [entited]
to receive:

(1) subject to Subsection (c-1) of this section, a one-time lump-sum
payment of $5,000 at the same time the first monthly disability pension payment is
made, but only if the member has not previously received a $5,000 payment under
this section or Section 12 of this article; and

(2) [—Fhe—retired—member—shallalse—reeeive] an additional amount each
month equal to $150, beginning on the later of the date the pension begins or the date
the first monthly payment becomes due after June 18, 2001, and continuing as long as
the disability pension continues, to help defray the cost of group medical insurance.

(c-1) For any year in which a 13th payment is made to retired members under
Section 12(e) of this article, a 13th payment, computed in the same manner and
subject to the same conditions, shall also be paid to members who have retired under
this section.

(d) A person may not receive a disability pension unless the person files with the
board an application for a disability pension not later than 180 days after the date of
separation from service, at which time the board shall have the person examined, not
later than the 90th day after the date the member files the application, by a physician
or physicians chosen and compensated by the board. The physician shall make a
report and recommendations to the board regarding the extent of any disability and
whether any disability that is diagnosed is a duty-connected disability. Except as
provided by Subsection (j) of this section, a person may not receive a disability
pension for an injury received or illness incurred after separation from service. In
accordance with Section 6(g) of this article, the board may, through its presiding
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officer, issue process, administer oaths, examine witnesses, and compel witnesses to
testify as to any matter affecting retirement, disability, or death benefits under any
pension plan within the pension system.

(e) A retired member who has been retired for disability is subject at all times to
reexamination by a physician chosen and compensated by the board and shall submit
to further examination as the board may require. If a retired member refuses to submit
to an examination, the board shall [may] order the payments stopped. If a retired
member who has been receiving a disability pension under this section recovers so
that in the opinion of the board the retired member is able to perform the usual and
customary duties formerly performed for the police department, and the retired
member is reinstated or offered reinstatement to the position, or hired by another law
enforcement agency to a comparable posmon [reasenably—ecemparabletr—rank—and

5 5 aration m-serviee], the board
shall order the member's d1sab111ty pension stopped. A member may apply for a
normal pension benefit, if eligible, if the member's disability benefit payments are
stopped by the board under this subsection.

(1) Effective for payments that become due after April 30, 2000, and instead of
the disability benefit provided by Subsection (a) or[;] (b)[;erf1] of this section, a
member who suffers a catastrophic injury shall receive a monthly benefit equal to 100
percent of the member's final average [tetal-direet] pay determined as of the date of
retirement, and the member's DROP balance, if any.

(1) A disability pension may not be paid to a member for any disability if:

(1) the disability resulted from an intentionally self-inflicted injury or a
chronic illness resulting from:

(A) an addiction by the member through a protracted course of
non-coerced ingestion of alcohol, narcotics, or prescription drugs not prescribed to the
member; or

(B) other substance abuse; or

(2) except as provided by Subsection (m) of this section, the disability was a
result of the member's commission of a felony.

(m) The board may waive Subsection (1)(2) of this section if the board
determines that facts exist that mitigate denying the member's application for a
disability pension.

(n) A person who fraudulently applies for or receives a disability pension may
be subject to criminal and civil prosecution.

SECTION 2.17. Section 16, Article 6243g-4, Revised Statutes, is amended to
read as follows:

Sec. 16. RIGHTS OF SURVIVORS. (a) For purposes of this article, a marriage
is considered to exist only if the couple is lawfully married under the laws of a state,
the District of Columbia, a United States territory, or a foreign jurisdiction and the
marriage would be recognized as a marriage under the laws of at least one state,
possessmn or terrrtory of the Un1ted States, regardless of domlcrle [Frarrtese—is

eerenaeﬂy—w%s—perfermeé]. In the case of a common- law marriage, a marnage

declaration must be signed by the member and the member's common-law spouse
before a notary public or similar official and recorded in the records of the applicable
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jurisdiction [eeunty—eletle's—office—in—the—eeunty| in which the couple resides at the

commencement of the marriage. In addition, a marriage that is evidenced by a
declaration of common-law marriage signed before a notary public or similar official
after December 31, 1999, may not be treated as effective earlier than the date on
which it was signed before the notary public or similar official.

(b) If a retired member dies after becoming eligible for [entiled—+te] a service or
disability pension, the board shall pay an immediate monthly benefit as follows:

(1) to the surviving spouse for life, if there is a surviving spouse, a sum

equal to the pension that was being received by the retired member at the time of
death;

(2) to the guardian of any dependent child under 18 years of age or a child
with a disability as long as the dependent child complies with the definition of
dependent child under Section 2(7) of this article [ehildren], on behalf of the
dependent child [ehHdrer], or directly to a dependent child described by Section
2(7)(B) of this article, and if there is no spouse eligible for [entitted-te] an allowance,
the sum a surviving spouse would have received, to be divided equally among all
[the] dependent children if there is more than one dependent child; or _

(3) to any dependent parents for life if no spouse or dependent child is
eligible for [entitled+te] an allowance, the sum the spouse would have received, to be
divided equally between the two parents if there are two dependent parents.

(c) If an active [#] member of the pension system who has not completed 20 [+8]
years of service in the police department is killed or dies from any cause growing out
of or in consequence of any act clearly not in the actual performance of the member's
official duty, the member's surviving spouse, dependent child or children, or
dependent parent or parents are eligible [entitled] to receive an immediate benefit. The
benefit is computed in the same manner as a service retirement pension but is based
on the deceased member's service and final average [tetal-direet] pay at the time of
death. The monthly benefit may not be less than:

(1) 27.5 percent of the member's final average [tetal—direet] pay for
members hired before October 9, 2004, 1ncMg a member who 1nV01untar11y
separated from service but has been retroactively reinstated under arbitration, civil
service, or a court ruling; or

(2) 22.5 percent of the member's final average pay for members hired or
rehired on or after October 9, 2004.

(e) If any active member is killed or dies from any cause growing out of or in
consequence of the performance of the member's duty, the member's surviving
spouse, dependent child or children, or dependent parent or parents are eligible
[entitled] to receive immediate benefits computed in accordance with Subsection (b)

of this sectlon except that the beneﬁt [pay&ble—te—the—spe&se,—er—te—the—gﬁafd-iaﬂ—e-ﬁthe

pafenﬁﬂ#thefeﬁs—ﬁ&suﬁLWﬁng—spetwe—eHlepeﬁdeﬁFekmd—] is equal to lOO percent of
the member's final average [tetal-direet] pay, computed as of the date of death.
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(f) A surviving spouse who receives a survivor's benefit under this article is
eligible [entitted| to receive an additional amount each month equal to $150,
beginning with the later of the date the first payment of the survivor's benefit is due or
the date the first monthly payment becomes due after June 18, 2001, and continuing
until the end of the month in which the surviving spouse dies.

(g) A surviving spouse or dependent who becomes eligible to receive benefits
with respect to an active member who was hired or rehired before October 9, 2004,
who dies in active service after November 23, 1998, is eligible [entitled] to receive a
one-time lump-sum payment of $5,000 at the time the first monthly pension benefit is
paid, if the member has not already received a $5,000 lump-sum payment under
Section 12 or 15(c) of this article. If more than one dependent is eligible to receive a
payment under this subsection, the $5,000 shall be divided equally among the eligible
dependents. This payment has no effect on the amount of the surviving spouse's or
dependents' monthly pension and may not be paid more than once.

(h) The monthly benefits of surviving spouses or dependents provided under
this section, except the $150 monthly payments described by Subsection (f) of this
section, shall be increased annually at the same time and by the same percentage as
the pensions of retired members are increased in accordance with Section 12(c) or
12(c-1) of this article. Also, for any year in which a 13th payment is made pursuant to
Section 12(e) of this article, a 13th payment, computed in the same manner and
subject to the same conditions, shall also be made to the survivor [sasvivers] who is
cligible [are-entitled] to receive death benefits at that time if the member would have
been entitled to a 13th payment, if living.

(i) If a member or individual receiving a survivor's pension dies before monthly
payments have been made for at least five years, leaving no person otherwise eligible
[entitded] to receive further monthly payments with respect to the member, the

monthly payments shall continue to be made [te—the—éesagnated—beﬂeﬁerafy—ef—t-he

designated—] in the same amount as the last monthly payment made to the member
or[5] survivor[;-erestate;] until payments have been made for five years with respect to
the member. The payments shall be made to the spouse of the member, if living, and if

no spouse is living, to the natural or adopted children of the member, to be divided
equally among the children if the member has more than one child. If the member has
no spouse or children who are living, the benefit may not be paid. If the member dies
after becoming eligible to receive benefits [vested] but before payments begin, leaving
no survivors eligible for benefits, the amount of each monthly payment over the
five-year period shall be the same as the monthly payment the member would have
received if the member had taken disability retirement on the date of the member's
death and shall be paid to the member's spouse or children in the manner provided by
this subsection. If the member has no spouse or children who are living, then the

beneﬁt may not be pald [Armember—may—éeetgnate—a—beneﬁe}afy—m—heu—ef—the

b5 : rears]. The member s estate
ora beneﬁmary Who is not a survivor or dependent is not eligible [entitled] to receive
the payment described by Subsection (g) of this section.
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(j) A benefit payment made in accordance with this section on behalf of a minor
or other person under a legal disability fully discharges the pension system's
obligation to that person.

(k) A retired member or surviving spouse may designate a beneficiary on a form
prescribed by the pension system to receive the final monthly payment owed but not
received before the member's or surviving spouse's death.

() The board may at any time require a person receiving death benefits as a
disabled child under this article to undergo a medical examination by a physician
appointed or selected by the board for that purpose.

SECTION 2.18. Section 16A, Article 6243g-4, Revised Statutes, is amended to
read as follows:

Sec. 16A. BENEFICIARY DESIGNATION FOR DROP. (a) Except for the
marriage requirement described by Section 16(a) of this article, the [Fhe] provisions
of Section 16 of this article pertaining to rights of survivors do not apply to an amount
held in a member's DROP account. A member who participates in DROP may
designate a beneficiary in the form and manner prescribed by or on behalf of the
board to receive the balance of the member's DROP account in the event of the
member's death, as permitted by Section 401(a)(9) of the code and the board's
policies. A member who is married is considered to have designated the member's
spouse as the member's beneficiary unless the spouse consents, in a notarized writing
delivered to the board, to the designation of another person as beneficiary. If no
designated beneficiary survives the member, the board shall [mey] pay the balance of
the member's DROP account to the member's beneficiaries in the following order:

(1) to the member's spouse;

(2) if the member does not have a spouse, to each natural or adopted child
of the member, or to the guardian of the child if the child is a minor or has a disability,
in equal shares;

(3) if the member does not have a spouse or any children, to each surviving
parent of the member in equal shares; or

(4) if the member has no beneficiaries described by Subdivisions (1), (2),
and (3) of this subsection, to the estate of the member.

(b) If a member names a spouse as a beneficiary and is subsequently divorced
from that spouse, the divorce voids the designation of the divorced spouse as the
member's beneficiary. A designation of a divorced spouse will cause the board to pay
any balance remaining in the member's DROP account in the order prescribed by
Subsection (a) of this section.

(c) The surviving spouse may designate a beneficiary on a form prescribed by
the pension system to receive the balance of the DROP account owed but not received
before the surviving spouse's death.

(d) Payment of the balance of the member's DROP account made in accordance
with this section on behalf of a minor or other person under a legal disability fully
discharges the pension system's obligation to that person.

SECTION 2.19. Section 17, Article 6243g-4, Revised Statutes, is amended by
amending Subsections (b), (d), and (e) and adding Subsection (i) to read as follows:
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(b) A member of the pension system who has not completed 20 years of service
at the time of separation from service with the police department is eligible for
[entitledte] a refund of the total of the contributions the member made to the pension
system, plus any amount that was contributed for the member by the city and not
applied in accordance with this section to provide the member with 10 years of
service. The refund does not include interest, and neither the city nor the member is
eligible for [entitled—te] a refund of the contributions the city made on the member's
behalf, except as expressly provided by this subsection. By receiving the refund, the
member forfeits any service earned before separation from service, even if it is
otherwise nonforfeitable.

(d) A member must apply to the board for a refund within one year after the date
of separation from service. Failure to apply for the refund within the one-year period
results in a forfeiture of the right to the refund except for an inactive member who is
eligible for a pension [wheseright-to-a-pension-is-nenforfeitable]. However, the board
may reinstate any amount forfeited and allow the refund on application by the former
member.

(e) Heirs, executors, administrators, personal representatives, or assignees are
not eligible [entitled] to apply for and receive the refund authorized by this section
[exeeptasprovided-by-Seetiont6(e)rofthis-artiele].

(i) Former members reemployed on or after October 9, 2004, or current
members who left service after October 9, 2004, if reemployed by the city, may
purchase prior service credit at a rate of interest equal to 2.25 percent per year. Active
members hired before October 9, 2004, who have not yet purchased prior service
credit or members hired before October 9, 2004, who involuntarily separated from
service but have been retroactively reinstated under arbitration, civil service, or a court
ruling may purchase prior service credit at a rate of interest equal to 2.75 percent per
year. The board may adopt rules necessary to implement this section.

SECTION 2.20. Section 18(a), Article 6243g-4, Revised Statutes, is amended to
read as follows:

(a) Except as provided by this section:

(1) credit may not be allowed to any person for service with any department
in the city other than the police department; [ane]

(2) a person's service will be computed from the date of entry into the
service of the police department as a classified police officer until the date of
separation from service with the police department; and

(3) a member who received service credit for service with any department in
the city other than the police department and who is receiving a monthly pension
benefit or who began participation in DROP before the year 2017 effective date shall
continue to have the service credit apply.

SECTION 2.21. Sections 19(b) and (d), Article 6243g-4, Revised Statutes, are
amended to read as follows:

(b) A person who rejoins the pension system under this section is eligible
[entitled] to receive service credit for each day of service and work performed by the
person in a classified position in the police department, except for any period during
which the person is a DROP participant. The board shall add service earned after the
transfer to the prior service the active member accrued in a classified position in the
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police department. However, the active member may not receive service credit under
this article, except to the extent provided by Section 18, for service performed for the
city other than in a classified position in the police department.

(d) When a member who has transferred as described by this section
subsequently retires, the retired member is eligible for [entiled—te] a pension
computed on the basis of the combined service described by Subsection (b) of this
section, after deducting any period in which the member was suspended from duty
without pay, on leave of absence without pay, separated from service, or employed by
the city in a capacity other than in a classified position in the police department.

SECTION 2.22. Section 21, Article 6243g-4, Revised Statutes, is amended to
read as follows:

Sec. 21. DETERMINATION OF BENEFITS; PROVISION OF
INFORMATION. (a) The board may require any member, survivor, or other person or
entity to furnish information the board requires for the determination of benefits under
this article. If a person or entity does not cooperate in the furnishing or obtaining of
information required as provided by this section, the board may withhold payment of
the pension or other benefits dependent on the information.

(b) The city, not later than the 14th day after the date the city receives a request
by or on behalf of the board, shall, unless otherwise prohibited by law, supply the
pension system with personnel, payroll, and financial records in the city's possession
that the pension system determines necessary to provide pension administrative and
fiduciary services under this section, to establish beneficiaries' eligibility for any
benefit, or to determine a member's credited service or the amount of any benefits,
including disability benefits, and such other information the pension system may
need, including:

(1) information needed to verify service, including the following
information:
(A) the date a person is sworn in to a position;
(B) the days a person is under suspension;
(C) the days a person is absent without pay, including the days a person
is on maternity leave;
(D) the date of a person's termination from employment; and
(E) the date of a person's reemployment with the city;
(2) medical records;
(3) workers' compensation records and pay information;
(4) payroll information;
(5) information needed to verify whether a member is on military leave; and
(6) information regarding phase-down participants, including information
related to entry date and phase-down plan.

(c) The city shall provide any information that may be reasonably necessary to
enable the pension system to comply with administrative services the pension system
performs for the city as reasonably necessary to obtain any ruling or determination
letter from the Internal Revenue Service.

(d) The information provided by the city shall be transmitted to the pension
system electronically in a format specified by the pension system, to the extent
available to the city, or in writing if so requested on behalf of the pension system.
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(e) The pension system shall determine each member's credited service and
pension benefits on the basis of the personnel and financial records of the city and the
records of the pension system.

SECTION 2.23. Section 23, Article 6243g-4, Revised Statutes, is amended to
read as follows:

Sec. 23. MEMBERS IN MILITARY SERVICE. (a) A member of the pension
system engaged in active service in a uniformed service may not be required to make
the monthly payments into the fund and may not lose any previous years' service with
the city because of the uniformed service. The uniformed service shall count as
continuous service in the police department if the member returns to the city police
department after discharge from the uniformed service as an employee within the
period required by the Uniformed Services Employment and Reemployment Rights
Act of 1994 (38 U.S.C. Section 4301 et seq.), as amended, and the uniformed service
does not exceed the period for which a person is eligible [entitled] to have service
counted pursuant to that Act. Notwithstanding any other provision of this article,
contributions and benefits shall be paid and qualified service for military service shall
be determined in compliance with Section 414(u) of the code.

(b) The city is required to make its payments into the fund on behalf of each
member while the member is engaged in a uniformed service. If a member who has
less than 10 years of service in the pension system dies directly or indirectly as a
result of the uniformed service, and without returning to active service, the spouse,
dependent children, dependent parent, or estate of the member is eligible [entitted] to
receive a benefit in the same manner as described by Section 16(c) of this article.

SECTION 2.24. Section 24(b), Article 6243g-4, Revised Statutes, is amended to
read as follows:

(b) Payments due on behalf of a dependent child shall be paid to the dependent
child's guardian, if any, or if none to the person with whom the dependent child is
living, except that the board may make payments directly to a dependent child in an
appropriate case and withhold payments otherwise due on behalf of any person if the
board has reason to believe the payments are not being applied on behalf of the person
eligible [entitled] to receive them. The board may request a court of competent
jurisdiction to appoint a person to receive and administer the payments due to any
dependent child or person under a disability.

SECTION 2.25. Section 25, Article 6243g-4, Revised Statutes, is amended by
amending Subsections (b), (c), (d), (g), and (h) and adding Subsections (c-1) and (h-1)
through (h-13) to read as follows:

(b) A member or survivor of a member of the pension system may not accrue a
retirement pension, disability retirement allowance, death benefit allowance, DROP
benefit, or any other benefit under this article in excess of the benefit limits applicable
to the fund under Section 415 of the code. The board shall reduce the amount of any
benefit that exceeds those limits by the amount of the excess. If total benefits under
this fund and the benefits and contributions to which any member is eligible [entitted]
under any other qualified plans maintained by the city that employs the member
would otherwise exceed the applicable limits under Section 415 of the code, the
benefits the member would otherwise receive from the fund shall be reduced to the
extent necessary to enable the benefits to comply with Section 415.
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(c) Subject to Subsection (c-1) of this section, any distributee [A#ny—emberof
serviver| who recelves [any—distetbution—thatis] an eligible rollover distribution [as
] is eligible [entitled] to have that distribution
transferred directly to another eligible retirement plan of the distributee's [merber's
er—survivers| choice on providing direction to the pension system regarding that
transfer in accordance with procedures established by the board.
(c-1) For purposes of Subsection (c) of this section:

(1) "Direct rollover" means a payment by the plan to the eligible retirement
plan specified by the distributee.

(2) "Distributee” means a member or a member's surviving spouse or
non-spouse designated beneficiary or a member's spouse or former spouse who is the
alternate payee under a qualified domestic relations order with regard to the interest of
the spouse or former spouse.

(3) "Eligible retirement plan" means:

(A) an individual retirement account as defined by Section 408(a) of the

code;

(B) an individual retirement annuity as defined by Section 408(b) of the

code;
T (C) an annuity plan as described by Section 403(a) of the code;

(D) an eligible deferred compensation plan as defined by Section
457(b) of the code that is maintained by an eligible employer as described by Section
457(e)(1)(A) of the code;

(E) an annuity contract as described by Section 403(b) of the code;

(F) a qualified trust as described by Section 401(a) of the code that
accepts the distributee's eligible rollover distribution; and

(G) in the case of an eligible rollover distribution, for a designated
beneficiary that is not the surviving spouse, a spouse, or a former spouse who is an
alternate payee under a qualified domestic relations order, an eligible retirement plan
means only an individual retirement account or individual retirement annuity that is
established for the purpose of receiving the distribution on behalf of the beneficiary.

(4) "Eligible rollover distribution” means any distribution of all or any
portion of the balance to the credit of the distributee, except that an eligible rollover
distribution does not include:

(A) any distribution that is one of a series of substantially equal
periodic payments, not less frequently than annually, made for life or life expectancy
of the distributee or the joint lives or joint life expectancies of the distributee and the
distributee's designated beneficiary or for a specified period of 10 years or more;

(B) any distribution to the extent the distribution is required under
Section 401(a)(9) of the code; or

(C) any distribution that is made on hardship of the employee.

(d) The annual compensation for each member [totalsalary| taken into account
for any purpose under this article [fer-any—merber—efthe—penston—systemt] may not
exceed $200,000 for any year for an eligible participant, or for years beginning after
2001 for an ineligible participant, or $150,000 a year before 2001 for an ineligible
participant. These dollar limits shall be adjusted from time to time in accordance with
guidelines provided by the United States secretary of the treasury and must comply
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with Section 401(a)(17) of the code. For purposes of this subsection, an eligible
participant is a person who first became an active member before 1996, and an
ineligible participant is a member who is not an eligible participant.

(g) Distribution of benefits must begin not later than April 1 of the year
following the calendar year during which the member eligible for [ertiled—te] the
benefits becomes 70-1/2 years of age or terminates employment with the employer,
whichever is later, and must otherwise conform to Section 401(a)(9) of the code.

(h) For purposes of adjusting any benefit due to the limitations prescribed by
Section 415 of the code, the following provisions shall apply:

(1) the 415(b) limitation with respect to any member who at any time has
been a member in any other defined benefit plan as defined in Section 414(j) of the
code maintained by the city shall apply as if the total benefits payable under all the
defined benefit plans in which the member has been a member were payable from one
plan; and

(2) the 415(c) limitation with respect to any member who at any time has
been a member in any other defined contribution plan as defined in Section 414(i) of
the code maintained by the city shall apply as if the total annual additions under all
such defined contribution plans in which the member has been a member were
payable from one plan.

(h-1) For purposes of adjusting any benefit due to the limitations prescribed by
Section 415(b) of the code, the following provisions shall apply:

(1) before January 1, 1995, a member may not receive an annual benefit that
exceeds the limits specified in Section 415(b) of the code, subject to the applicable
adjustments in that section;

(2) on and after January 1, 1995, a member may not receive an annual
benefit that exceeds the dollar amount specified in Section 415(b)(1)(A) of the code,
subject to the applicable adjustments in Section 415(b) of the code and subject to any
additional limits that may be specified in the pension system;

(3) in no event may a member's annual benefit payable under the pension
system, including any DROP benefits, in any limitation year be greater than the limit
applicable at the annuity starting date, as increased in subsequent years pursuant to
Section 415(d) of the code, including regulations adopted under that section; and

(4) the "annual benefit" means a benefit payable annually in the form of a
straight life annuity, with no ancillary benefits, without regard to the benefit
attributable to any after-tax employee contributions, unless attributable under Section
415(n) of the code, and to rollover contributions as defined in Section 415(b)(2)(A) of
the code. For purposes of this subdivision, the "benefit attributable" shall be
determined in accordance with applicable federal regulations.

(h-2) For purposes of adjustments to the basic limitation under Section 415(b) of
the code in the form of benefits, the following provisions apply:

(1) if the benefit under the pension system is other than the form specified in
Subsections (h-1)(1)-(3) of this section, including DROP benefits, the benefit shall be
adjusted so that it is the equivalent of the annual benefit, using factors prescribed in
applicable federal regulations; and
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(2) if the form of benefit without regard to the automatic benefit increase
feature is not a straight life annuity or a qualified joint and survivor annuity,
Subdivision (1) of this subsection is applied by either reducing the limit under Section
415(b) of the code applicable at the annuity starting date or adjusting the form of
benefit to an actuarially equivalent amount determined by using the assumptions
specified in Treasury Regulation Section 1.415(b)-1(c)(2)(ii) that takes into account
the additional benefits under the form of benefit as follows:

(A) for a benefit paid in a form to which Section 417(e)(3) of the code
does not apply, the actuarially equivalent straight life annuity benefit that is the greater
of:

(1) the annual amount of the straight life annuity, if any, payable to
the member under the pension system commencing at the same annuity starting date
as the form of benefit to the member or the annual amount of the straight life annuity
commencing at the same annuity starting date that has the same actuarial present value
as the form of benefit payable to the member, computed using a five percent interest
assumption or the applicable statutory interest assumption; and

(i1) for years prior to January 1, 2009, the applicable mortality
tables described in Treasury Regulation Section 1.417(e)-1(d)(2), and for years after
December 31, 2008, the applicable mortality tables described in Section 417(e)(3)(B)
of the code; or

(B) for a benefit paid in a form to which Section 417(e)(3) of the code
applies, the actuarially equivalent straight life annuity benefit that is the greatest of:

(1) the annual amount of the straight life annuity commencing at the
annuity starting date that has the same actuarial present value as the particular form of
benefit payable, computed using the interest rate and mortality table, or tabular factor,
specified in the plan for actuarial experience;

(i1) the annual amount of the straight life annuity commencing at
the annuity starting date that has the same actuarial present value as the particular
form of benefit payable, computed using a 5.5 percent interest assumption or the
applicable statutory interest assumption, and for years prior to January 1, 2009, the
applicable mortality tables for the distribution under Treasury Regulation Section
1.417(e)-1(d)(2), and for years after December 31, 2008, the applicable mortality
tables described in Section 417(e)(3)(B) of the code; or

(ii1) the annual amount of the straight life annuity commencing at
the annuity starting date that has the same actuarial present value as the particular
form of benefit payable computed using the applicable interest rate for the distribution
under Treasury Regulation Section 1.417(e)-1(d)(3) using the rate in effect for the
month prior to retirement before January 1, 2017, and using the rate in effect for the
first day of the plan year with a one-year stabilization period on and after January 1,
2017, and for years prior to January 1, 2009, the applicable mortality tables for the
distribution under Treasury Regulation Section 1.417(e)-1(d)(2), and for years after
December 31, 2008, the applicable mortality tables described in Section 417(e)(3)(B)
of the code, divided by 1.05.

(h-3) The pension system actuary may adjust the limitation under Section 415(b)
of the code at the annuity starting date in accordance with Subsections (h-1) and (h-2)
of this section.
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(h-4) The following are benefits for which no adjustment of the limitation in
Section 415(b) of the code is required:

(1) any ancillary benefit that is not directly related to retirement income
benefits;

(2) the portion of any joint and survivor annuity that constitutes a qualified
joint and survivor annuity; and

(3) any other benefit not required under Section 415(b)(2) of the code and
regulations adopted under that section to be taken into account for purposes of the
limitation of Section 415(b)(1) of the code.

(h-5) The following provisions apply to other adjustments of the limitation
under Section 415(b) of the code:

(1) in the event the member's pension benefits become payable before the
member attains 62 years of age, the limit prescribed by this section shall be reduced in
accordance with federal regulations adopted under Section 415(b) of the code, so that
that limit, as reduced, equals an annual straight life annuity benefit when the
retirement income benefit begins, that is equivalent to a $160,000, as adjusted, annual
benefit beginning at 62 years of age;

(2) in the event the member's benefit is based on at least 15 years of service
as a full-time employee of any police or fire department or on 15 years of military
service, in accordance with Sections 415(b)(2)(G) and (H) of the code, the
adjustments provided for in Subdivision (1) of this section may not apply; and

(3) in accordance with Section 415(b)(2)(I) of the code, the reductions
provided for in Subdivision (1) of this section may not be applicable to preretirement
disability benefits or preretirement death benefits.

(h-6) The following provisions of this subsection govern adjustment of the
defined benefit dollar limitation for benefits commenced after 65 years of age:

(1) if the annuity starting date for the member's benefit is after 65 years of
age and the pension system does not have an immediately commencing straight life
annuity payable at both 65 years of age and the age of benefit commencement, the
defined benefit dollar limitation at the member's annuity starting date is the annual
amount of a benefit payable in the form of a straight life annuity commencing at the
member's annuity starting date that is the actuarial equivalent of the defined benefit
dollar limitation, with actuarial equivalence computed using a five percent interest rate
assumption and the applicable mortality table for that annuity starting date as defined
in Section 417(e)(3)(B) of the code, expressing the member's age based on completed
calendar months as of the annuity starting date;

(2) if the annuity starting date for the member's benefit is after age 65, and
the pension system has an immediately commencing straight life annuity payable at
both 65 years of age and the age of benefit commencement, the defined benefit dollar
limitation at the member's annuity starting date is the lesser of the limitation
determined under Subdivision (1) of this section and the defined benefit dollar
limitation multiplied by the ratio of the annual amount of the adjusted immediately
commencing straight life annuity under the pension system at the member's annuity
starting date to the annual amount of the adjusted immediately commencing straight
life annuity under the pension system at 65 years of age, both determined without
applying the limitations of this subsection; and
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(3) notwithstanding the other requirements of this section:

(A) no adjustment shall be made to reflect the probability of a
member's death between the annuity starting date and 62 years of age, or between 65
years of age and the annuity starting date, as applicable, if benefits are not forfeited on
the death of the member prior to the annuity starting date; and

(B) to the extent benefits are forfeited on death before the annuity
starting date, the adjustment shall be made, and for this purpose no forfeiture shall be
treated as occurring on the member's death if the pension system does not charge
members for providing a qualified preretirement survivor annuity, as defined in
Section 417(c) of the code, on the member's death.

(h-7) For the purpose of Subsection (h-6)(2) of this section, the adjusted
immediately commencing straight life annuity under the pension system at the
member's annuity starting date is the annual amount of such annuity payable to the
member, computed disregarding the member's accruals after 65 years of age but
including actuarial adjustments even if those actuarial adjustments are used to offset
accruals, and the adjusted immediately commencing straight life annuity under the
pension system at 65 years of age is the annual amount of the annuity that would be
payable under the pension system to a hypothetical member who is 65 years of age
and has the same accrued benefit as the member.

(h-8) The maximum pension benefits payable to any member who has
completed less than 10 years of participation shall be the amount determined under
Subsection (h-1) of this section, as adjusted under Subsection (h-2) or (h-5) of this
section, multiplied by a fraction, the numerator of which is the number of the
member's years of participation and the denominator of which is 10. The limit under
Subsection (h-9) of this section concerning the $10,000 limit shall be similarly
reduced for any member who has accrued less than 10 years of service, except the
fraction shall be determined with respect to years of service instead of years of
participation. The reduction provided by this subsection cannot reduce the maximum
benefit below 10 percent of the limit determined without regard to this subsection.
The reduction provided for in this subsection may not be applicable to preretirement
disability benefits or preretirement death benefits.

(h-9) Notwithstanding Subsection (h-8) of this section, the pension benefit
payable with respect to a member shall be deemed not to exceed the limit provided by
Section 415 of the code if the benefits payable, with respect to such member under
this pension system and under all other qualified defined benefit pension plans to
which the city contributes, do not exceed $10,000 for the applicable limitation year
and for any prior limitation year and the city has not at any time maintained a
qualified defined contribution plan in which the member participated.

(h-10) On and after January 1, 1995, for purposes of applying the limits under
Section 415(b) of the code to a member's benefit paid in a form to which Section
417(e)(3) of the code does not apply, the following provisions apply:

(1) a member's applicable limit shall be applied to the member's annual
benefit in the member's first limitation year without regard to any cost-of-living
adjustments under Section 12 of this article;
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(2) to the extent that the member's annual benefit equals or exceeds the
limit, the member shall no longer be eligible for cost-of-living increases until such
time as the benefit plus the accumulated increases are less than the limit; and

(3) after the time prescribed by Subdivision (2) of this subsection, in any
subsequent limitation year, a member's annual benefit, including any cost-of-living
increases under Section 12 of this article, shall be tested under the applicable benefit
limit, including any adjustment under Section 415(d) of the code to the dollar limit
under Section 415(b)(1)(A) of the code, and the regulations under those sections.

(h-11) Any repayment of contributions, including interest on contributions, to
the plan with respect to an amount previously refunded on a forfeiture of service
credit under the plan or another governmental plan maintained by the pension system
may not be taken into account for purposes of Section 415 of the code, in accordance
with applicable federal regulations.

(h-12) Reduction of benefits or contributions to all plans, where required, shall
be accomplished by:

(1) first, reducing the member's benefit under any defined benefit plans in
which the member participated, with the reduction to be made first with respect to the
plan in which the member most recently accrued benefits and then in the priority
determined by the pension system and the plan administrator of such other plans; and

(2) next, reducing or allocating excess forfeitures for defined contribution
plans in which the member participated, with the reduction to be made first with
respect to the plan in which the member most recently accrued benefits and then in the
priority determined by the pension system and the plan administrator for such other
plans.

(h-13) Notwithstanding Subsection (h-12) of this section, reductions may be
made in a different manner and priority pursuant to the agreement of the pension
system and the plan administrator of all other plans covering such member. [H-the

SECTION 2.26. Section 26(b)(3), Article 6243g-4, Revise
amended to read as follows:

(3) "Maximum benefit" means the retirement benefit a retired member and
the spouse, dependent child, or dependent parent of a retired member or deceased
member or retiree are eligible [entitled] to receive from all qualified plans in any
month after giving effect to Section 25(b) of this article and any similar provisions of
any other qualified plans designed to conform to Section 415 of the code.

SECTION 2.27. Sections 26(c), (d), and (e), Article 6243g-4, Revised Statutes,
are amended to read as follows:

d Statutes, is
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(c) An excess benefit participant who is receiving benefits from the pension
system is eligible for [entitedte] a monthly benefit under this excess benefit plan in
an amount equal to the lesser of:

(1) the member's unrestricted benefit less the maximum benefit; or
(2) the amount by which the member's monthly benefit from the fund has
been reduced because of the limitations of Section 415 of the code.

(d) If a spouse, dependent child, or dependent parent is eligible for [entitled—te]
preretirement or postretirement death benefits under a qualified plan after the death of
an excess benefit participant, the surviving spouse, dependent child, or dependent
parent is eligible for [entitled-te] a monthly benefit under the excess benefit plan equal
to the benefit determined in accordance with this article without regard to the
limitations under Section 25(b) of this article or Section 415 of the code, less the
maximum benefit.

(e) Any benefit to which a person is eligible [entitled] under this section shall be
paid at the same time and in the same manner as the benefit would have been paid
from the pension system if payment of the benefit from the pension system had not
been precluded by Section 25(b) of this article. An excess benefit participant or any
beneficiary may not, under any circumstances, elect to defer the receipt of all or any
part of a payment due under this section.

SECTION 2.28. The heading to Section 27, Article 6243g-4, Revised Statutes,
is amended to read as follows:

Sec. 27. CERTAIN WRITTEN AGREEMENTS BETWEEN PENSION
SYSTEM AND CITY AUTHORIZED [AGREEMENTTO-CHANGEBENEHTS].

SECTION 2.29. Section 27, Article 6243g-4, Revised Statutes, is amended by
amending Subsection (b) and adding Subsection (c) to read as follows:

(b) A pension benefit or allowance provided by this article may be increased if
the increase:

(1) is first approved by a qualified actuary selected by the board;

(2) is approved by the board and the city in a written agreement as
authorized by this section; and

(3) does not deprive a member, without the member's written consent, of a
right to receive benefits when [that-have-become—fully—vested-and-matured—in] the
member is fully eligible.

(c) In a written agreement entered into between the city and the board under this
section, the parties may not:

(1) alter Sections 9 through 9E of this article;

(2) increase the assumed rate of return to more than seven percent per year;

(3) extend the amortization period of a liability layer to more than 30 years
from the first day of the fiscal year beginning 12 months after the date of the risk
sharing valuation study in which the liability layer is first recognized; or

(4) allow a city contribution rate in any year that is less than or greater than
the city contribution rate required under Section 9D or 9E of this article, as applicable.

SECTION 2.30. Section 29, Article 6243g-4, Revised Statutes, is amended by
adding Subsections (c), (d), (e), (f), and (g) to read as follows:
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(c) To carry out the provisions of Sections 9 through 9E of this article, the board
and the pension system shall provide the city actuary under a confidentiality
agreement the actuarial data used by the pension system actuary for the pension
system's actuarial valuations or valuation studies and other data as agreed to between
the city and the pension system that the city actuary determines is reasonably
necessary for the city actuary to perform the studies required by Sections 9A through
9E of this article. Actuarial data described by this subsection does not include
information described by Subsection (a) of this section.

(d) A risk sharing valuation study prepared by either the city actuary or the
pension system actuary under Sections 9A through 9E of this article may not:

(1) include information described by Subsection (a) of this section; or

(2) provide confidential or private information regarding specific
individuals or be grouped in a manner that allows confidential or private information
regarding a specific individual to be discerned.

(e) The information, data, and document exchanges under Sections 9 through 9E
of this article have all the protections afforded by applicable law and are expressly
exempt from the disclosure requirements under Chapter 552, Government Code,
except as may be agreed to by the city and pension system in a written agreement
under Section 27 of this article.

(f) Subsection (e) of this section does not apply to:

(1) a proposed risk sharing valuation study prepared by the pension system
actuary and provided to the city actuary or prepared by the city actuary and provided
to the pension system actuary under Section 9A(d) or 9B(b)(2) of this article; or

(2) a final risk sharing valuation study prepared under Section 9A or 9B of
this article.

(g) Before a union contract is approved by the city, the mayor of the city must
cause the city actuaries to deliver to the mayor a report estimating the impact of the
proposed union contract on fund costs.

SECTION 2.31. Article 6243g-4, Revised Statutes, is amended by adding
Section 30 to read as follows:

Sec. 30. FORFEITURE OF BENEFITS. (a) Notwithstanding any other law, a
member who is convicted, after exhausting all appeals, of an offense punishable as a
felony of the first degree in relation to, arising out of, or in connection with the
member's service as a classified police officer may not receive any benefits under this
article.

(b) After the member described by Subsection (a) of this section is finally
convicted, the member's spouse may apply for benefits if the member, but for
application of Subsection (a) of this section, would have been eligible for a pension
benefit or a delayed payment of benefits. If the member would not have been eligible
for a pension benefit or a delayed payment of benefits, the member's spouse may
apply for a refund of the member's contributions. A refund under this subsection does
not include interest and does not include contributions the city made on the member's
behalf. The city may not receive a refund of any contributions the city made on the
member's behalf.

SECTION 2.32. Sections 2(19) and (23), 8(b), 12(f), 14(f) and (m), 15(h) and
(j), and 18(b) and (c), Article 6243g-4, Revised Statutes, are repealed.
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SECTION 2.33. A city and board that have entered into one or more agreements
under Section 27, Article 6243g-4, Revised Statutes, shall agree in writing that any
provisions in the agreements that specifically conflict with this Act are no longer in
effect, as of the year 2017 effective date, and any nonconflicting provisions of the
agreements remain in full force and effect.

SECTION 2.34. The pension system established under Article 6243g-4, Revised
Statutes, shall require the pension system actuary to prepare the first actuarial
experience study required under Section 9C, Article 6243g-4, Revised Statutes, as
added by this Act, not later than September 30, 2022.

ARTICLE 3. MUNICIPAL EMPLOYEES PENSION SYSTEM

SECTION 3.01. Section 1, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subdivisions (1), (4), (5), (7), (14), (18), and (26) and adding
Subdivisions (1-a), (1-b), (1-c), (1-d), (1-e), (1-f), (4-a), (4-b), (4-c), (4-d), (4-¢), (4-1),
(11-a), (11-b), (11-¢), (11-d), (11-e), (11-1), (11-g), (11-h), (11-i), (11-)), (11-k), (12-a),
(12-b), (14-a), (14-b), (17-a), (18-a), (18-b), (20-a), (21-a), (26-a), (26-b), (28), (29),
(30), and (31) to read as follows:

(1) "Actuarial data" includes:

(A) the census data, assumption tables, disclosure of methods, and
financial information that are routinely used by the pension system actuary for the
pension system's studies or an actuarial experience study under Section 8D of this
Act; and

(B) other data that is reasonably necessary to implement Sections 8A
through 8F of this Act, as agreed to by the city and pension board.

(1-a) "Actuarial experience study" has the meaning assigned by Section
802.1014, Government Code.

(1-b) "Adjustment factor" means the assumed rate of return less two
percentage points.

(1-c) "Amortization period" means the time period necessary to fully pay a
liability layer.

(1-d) "Amortization rate" means the sum of the scheduled amortization
payments less the city contribution amount for a given fiscal year for the liability
layers divided by the projected pensionable payroll for the same fiscal year.

(1-e) "Assumed rate of return" means the assumed market rate of return on
pension system assets, which is seven percent per annum unless adjusted as provided
by this Act.

(1-f) "Authorized absence" means:

" (A) each day an employee is absent due to an approved holiday,
vacation, accident, or sickness, if the employee is continued on the employment rolls
of the city or the pension system, receives the employee's regular salary from the city
or the pension system for each day of absence, and remains eligible to work on
recovery or return; or

(B) any period that a person is on military leave of absence under
Section 18(a) of this Act, provided the person complies with the requirements of that
section.
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(4) "City" means a municipality having a population of more than two [+5]
million. T

(4-a) "City contribution amount" means, for each fiscal year, a
predetermined payment amount expressed in dollars in accordance with a payment
schedule amortizing the legacy liability, using the level percent of payroll method and
the amortization period and payoff year, that is included in the initial risk sharing
valuation study under Section 8C(a)(3) of this Act, as may be restated from time to
time 1n:

(A) a subsequent risk sharing valuation study to reflect adjustments to
the amortization schedule authorized by Section 8E or 8F of this Act; or

(B) a restated initial risk sharing valuation study or a subsequent risk
sharing valuation study to reflect adjustments authorized by Section 8C(i) or (j) of this
Act.

(4-b) "City contribution rate" means a percent of pensionable payroll that is
the sum of the employer normal cost rate and the amortization rate for liability layers,
excluding the legacy liability, except as determined otherwise under the express
provisions of Sections 8E and 8F of this Act.

(4-c) "Corridor" means the range of city contribution rates that are:

(A) equal to or greater than the minimum contribution rate; and

(B) equal to or less than the maximum contribution rate.

(4-d) "Corridor margin" means five percentage points.

(4-e) "Corridor midpoint" means the projected city contribution rate
specified for each fiscal year for 31 years in the initial risk sharing valuation study
under Section 8C of this Act, and as may be adjusted under Section 8E or 8F of this
Act, and in each case rounded to the nearest hundredths decimal place.

(4-f) "Cost-of-living adjustment percentage" means a percentage that:

(A) except as provided by Paragraph (B), is equal to the pension
system's five-year investment return, based on a rolling five-year basis and net of
investment expenses, minus the adjustment factor, and multiplied by 50 percent; and

(B) may not be less than zero or more than two percent.

(5) "Credited service" means each day of service and prior service of a
member for which:

(A) the city [kas] and[fer-serviee-ingretpAs| the member have [has]
made required contributions to the pension fund that were not subsequently
withdrawn;

(B) the member has purchased service credit or converted service credit
from group B to group A by paying into the pension fund required amounts that were
not subsequently withdrawn;

(C) the member has reinstated service under Section 7(g) of this Act;

and
(D) the member has previously made payments to the pension fund
that, under then existing provisions of law, make the member eligible for credit for the
service and that were not subsequently withdrawn.
(7) "Dependent child" means an unmarried natural or legally adopted child
of a member, deferred participant, or retiree who:
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(A) was supported by the member, deferred participant, or retiree before
the termination of employment of the member, deferred participant, or retiree; and

(B) is under 21 years of age or is totally and permanently disabled from
performing any full-time employment because of an injury, illness, serious mental
illness, intellectual disability, or pervasive development disorder [erretardation] that
began before the child became 18 years of age and before the termination of
employment [death] of the member, deferred participant, or retiree.

(11-a) "Employer normal cost rate" means the normal cost rate minus the
applicable member contribution rate for newly hired employees, initially set as three
percent for group D members on the year 2017 effective date. The present value of
additional member contributions different from the group D rate taken into account
for purposes of determining the employer normal cost rate must be applied toward the
actuarial accrued liability.

(11-b) "Estimated city contribution amount” means the city contribution
amount estimated in a final risk sharing valuation study under Section 8B or 8C of
this Act, as applicable, as required by Section 8B(a)(5) of this Act.

(11-c) "Estimated city contribution rate" means the city contribution rate
estimated in a final risk sharing valuation study under Section 8B or 8C of this Act, as
applicable, as required by Section 8B(a)(5) of this Act.

(11-d) "Estimated total city contribution" means the total city contribution
estimated by the pension system actuary or the city actuary, as applicable, by using the
estimated city contribution rates and the estimated city contribution amounts
recommended by each actuary for purposes of preparing the initial risk sharing
valuation study under Section 8C of this Act.

(11-e) "Fiscal year," except as provided by Section 1B of this Act, means a
fiscal year beginning on July 1 and ending on June 30.

(11-f) "Funded ratio" means the ratio of the pension system's actuarial value
of assets divided by the pension system's actuarial accrued liability.

(11-g) "Legacy liability" means the unfunded actuarial accrued liability:

(A) for the fiscal year ending June 30, 2016, reduced to reflect:

(i) changes to benefits and contributions under this Act that took
effect on the year 2017 effective date;

(i1) the deposit of pension obligation bond proceeds on March 31,
2018, in accordance with Section 8C(j) of this Act; and

(ii1) payments by the city and earnings at the assumed rate of return
allocated to the legacy liability from July 1, 2016, to July 1, 2017, excluding July 1,
2017; and

(B) for each subsequent fiscal year:
(1) reduced by the city contribution amount for that year allocated
to the amortization of the legacy liability; and
(i1) adjusted by the assumed rate of return.

(11-h) "Level percent of payroll method" means the amortization method
that defines the amount of the liability layer recognized each fiscal year as a level
percent of pensionable payroll until the amount of the liability layer remaining is
reduced to zero.
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(11-1)) "Liability gain layer" means a liability layer that decreases the
unfunded actuarial accrued liability.

(11-)) "Liability layer" means the legacy liability established in the initial
risk sharing valuation study under Section 8C of this Act and the unanticipated
change as established in each subsequent risk sharing valuation study prepared under
Section 8B of this Act.

(11-k) "Liability loss layer" means a liability layer that increases the
unfunded actuarial accrued liability. For purposes of this Act, the legacy liability is a
liability loss layer.

(12-a) "Maximum contribution rate" means the rate equal to the corridor
midpoint plus the corridor margin.

(12-b) "Minimum contribution rate" means the rate equal to the corridor
midpoint minus the corridor margin.

(14) "Military service" means active service in the armed forces of the
United States or wartime service in the armed forces of the United States or in the
allied forces, if credit for military service has not been granted under any federal or
other state system or used in any other retirement system, except as expressly required
under federal law.

(14-a) "Normal cost rate" means the salary weighted average of the
individual normal cost rates determined for the current active population, plus the
assumed administrative expenses determined in the most recent actuarial experience
study conducted under Section 8D of this Act, expressed as a rate, provided the
assumed administrative expenses may not exceed 1.25 percent of pensionable payroll
for the current fiscal year unless agreed to by the city.

(14-b) "Payoff year" means the year a liability layer is fully amortized under
the amortization period. A payoff year may not be extended or accelerated for a period
that is less than one month.

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

(18) "Pension system," unless the context otherwise requires, means the
retirement, disability, and survivor benefit plans for municipal employees of a city
under this Act and employees under Section 3(d) of this Act.

(18-a) "Pension system actuary" means the actuary engaged by the pension
system under Section 2B of this Act.

(18-b) "Pensionable payroll" means the combined salaries paid to all
members in a fiscal year.

(20-a) "Price inflation assumption" means:

(A) the most recent headline consumer price index 10-year forecast
published in the Federal Reserve Bank of Philadelphia Survey of Professional
Forecasters; or

(B) if the forecast described by Paragraph (A) of this subdivision is not
available, another standard as determined by mutual agreement between the city and
the pension board entered into under Section 3(n) of this Act.

(21-a) "Projected pensionable payroll" means the estimated pensionable
payroll for the fiscal year beginning 12 months after the date of the risk sharing
valuation study prepared under Section 8B of this Act, at the time of calculation by:
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(A) projecting the prior fiscal year's pensionable payroll forward two
years using the current payroll growth rate assumptions; and

(B) adjusting, if necessary, for changes in population or other known
factors, provided those factors would have a material impact on the calculation, as
determined by the pension board.

(26) "Surviving spouse" means a spouse by marriage of [persen—whe—was
married—te] a member, deferred participant, or retiree at the time of death of the
member, deferred participant, or retiree and as of the date of [before] separation from
service by the member, deferred participant, or retiree.

(26-a) "Third quarter line rate" means the corridor midpoint plus 2.5
percentage points.

(26-b) "Total city contribution" means, for a fiscal year, an amount equal to
the sum of:

(A) the city contribution rate multiplied by the pensionable payroll for
the fiscal year; and
(B) the city contribution amount for the fiscal year.

(28) "Ultimate entry age normal" means an actuarial cost method under
which a calculation is made to determine the average uniform and constant percentage
rate of contributions that, if applied to the compensation of each member during the
entire period of the member's anticipated covered service, would be required to meet
the cost of all benefits payable on the member's behalf based on the benefits
provisions for newly hired employees. For purposes of this definition, the actuarial
accrued liability for each member is the difference between the member's present
value of future benefits based on the tier of benefits that apply to the member and the
member's present value of future normal costs determined using the normal cost rate.

(29) "Unfunded actuarial accrued liability" means the difference between
the actuarial accrued liability and the actuarial value of assets. For purposes of this
definition:

(A) "actuarial accrued liability" means the portion of the actuarial
present value of projected benefits attributed to past periods of member service based
on the cost method used in the risk sharing valuation study prepared under Section 8B
or 8C of this Act, as applicable; and

(B) "actuarial value of assets" means the value of pension plan
investments as calculated using the asset smoothing method used in the risk sharing
valuation study prepared under Section 8B or 8C of this Act, as applicable.

(30) "Unanticipated change" means, with respect to the unfunded actuarial
accrued liability in each subsequent risk sharing valuation study prepared under
Section 8B of this Act, the difference between:

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

(B) the actual unfunded actuarial accrued liability as of the date of the
risk sharing valuation study.

(31) "Year 2017 effective date" means the date on which S.B. No. 2190,
Acts of the 85th Legislature, Regular Session, 2017, took effect.
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SECTION 3.02. Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular
Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is amended by adding
Sections 1A, 1B, 1C, and 1D to read as follows:

Sec. 1A. INTERPRETATION OF ACT. This Act does not and may not be
interpreted to:

(1) relieve the city, the pension board, or the pension system of their
respective obligations under Sections 8A through 8F of this Act;

(2) reduce or modify the rights of the city, the pension system, or the
pension board, including any officer or employee of the city, pension system, or
pension board, to enforce obligations described by Subdivision (1) of this subsection;

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

(A) paying or directing to pay required contributions to the pension
system or fund under Section 8 or 8A of this Act or carrying out the provisions of
Sections 8A through 8F of this Act; or

(B) reducing or modifying the rights of the pension board and any
officer or employee of the pension board or pension system to enforce obligations
described by Subdivision (1) of this section;

(4) relieve the pension board or pension system, including any officer or
employee of the pension board or pension system, from any obligation to implement a
benefit change or carry out the provisions of Sections 8A through 8F of this Act; or

(5) reduce or modify the rights of the city and any officer or employee of
the city to enforce an obligation described by Subdivision (4) of this section.

Sec. 1B. FISCAL YEAR. If either the pension system or the city changes its
respective fiscal year, the pension system and the city shall enter into a written
agreement under Section 3(n) of this Act to adjust the provisions of Sections 8A
through 8F of this Act to reflect that change for purposes of this Act.

Sec. 1IC. ALTERNATIVE RETIREMENT PLANS. The pension system and the
city may enter into a written agreement under Section 3(n) of this Act to offer an
alternative retirement plan or plans, including defined contribution plans, if both
parties consider it appropriate.

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

SECTION 3.03. Section 2, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (c), (d), (g), (j), (1), and (n) and adding
Subsections (c-1), (c-2), (c-3), (c-4), (j-1), (G-2), (ee), (ff), (gg), (hh), (ii), and (jj) to
read as follows:

(c) The pension board consists of 11 [aine] trustees as follows:

(1) one person appointed by the mayor of the city [er-the-direetor-ofthe

) — 4 ivel:

(2) one person appointed by the controller of the city [treasureror-a-person
performing the-duties-oftreasurer|;

(3) four municipal employees of the city who are members of the pension
system,;

(4) two retirees, each of whom:

(A) has at least five years of credited service in the pension system;
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(B) receives a retirement pension from the pension system; and
(C) is not an officer or employee of the city; [ane]
(5) one person appointed by the elected trustees who [+
[6A3] has been a resident of this state for the three years preceding the
date of initial appointment; and
(6) two persons appointed by the governing body of the city [B)—isneta
eity-officeroremployee].

(c-1) To serve as a trustee under Subsection (c)(1), (2), or (6) of this section, a
person may not be a participant in or beneficiary of the pension system.

(c-2) A trustee appointed under Subsection (c)(1), (2), (5), or (6) of this section
must have expertise in at least one of the following areas: accounting, finance,
pensions, investments, or actuarial science. Of the trustees appointed under
Subsections (c)(1), (2), and (6) of this section, not more than two trustees may have
expertise in the same area.

(c-3) A trustee appointed under Subsection (c)(1) of this section shall serve a
three-year term expiring in July of the applicable year. The appointed trustee may be
removed at any time by the mayor. The mayor shall fill a vacancy caused by the
trustee's death, resignation, or removal and the person appointed to fill the vacancy
shall serve the remainder of the unexpired term of the replaced trustee and may not
serve beyond the expiration of the unexpired term unless appointed by the mayor.

(c-4) A trustee appointed under Subsection (c)(2) of this section shall serve a
three-year term expiring in July of the applicable year. The appointed trustee may be
removed at any time by the controller. The controller shall fill a vacancy caused by
the trustee's death, resignation, or removal and the person appointed to fill the
vacancy shall serve the remainder of the unexpired term of the replaced trustee and
may not serve beyond the expiration of the unexpired term unless appointed by the
controller.

(d) To serve as a trustee under Subsection (c)(3) of this section, a person must be
a member with at least five years of credited service and be elected by the active
members of the pension system voting at an election called by the pension board. No
more than two of the employee trustees may be employees of the same department.

(g) To serve as a trustee under Subsection (c)(4) of this section, a person must be
elected by a majority of the retirees voting [retiredmnembers-efthe-penston-system] at
an election called by the pension board.

(j) To serve as a trustee under Subsection (c)(5) of this section, the person must
be appointed by a vote of a majority of the elected trustees of the pension board. The
trustee appointed under Subsection (c)(5) of this section shall serve [serves] a
three-year [#we-year] term. The appointment or reappointment of the appointed trustee
shall take place in July [January] of the [each-even—numbered] year in which the term
ends. The appointed trustee may be removed at any time by a vote of a majority of the
elected trustees of the pension board. A vacancy caused by the appointed trustee's
death, resignation, or removal shall be filled by the elected trustees of the pension
board. The appointee serves for the remainder of the unexpired term of the replaced
trustee. An appointed trustee may not serve beyond the expiration of the three-year

[ewe—year] term unless a majonty of [etherthanby-eppeintmentforanew—termby|

the elected trustees of the pension board reappoint the trustee for a new term.
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(-1) To serve as a trustee under Subsection (c)(6) of this section, a person must
be appointed by a vote of a majority of the members of the governing body of the city.
Each trustee appointed under Subsection (c)(6) of this section shall serve three-year
terms expiring in July of the applicable year. A trustee appointed under Subsection
(c)(6) of this section may be removed at any time by a vote of a majority of the
members of the governing body of the city. A vacancy caused by the appointed
trustee's death, resignation, or removal shall be filled by a vote of a majority of the
members of the governing body of the city. A person appointed to fill the vacancy
shall serve the remainder of the unexpired term of the replaced trustee, and may not
serve beyond the expiration of the unexpired term unless appointed by the governing
body of the city.

(j-2) If a majority of the pension board determines that a trustee appointed under
Subsection (c)(1), (2), or (6) of this section has acted or is acting in a manner that
conflicts with the interests of the pension system or is in violation of this Act or any
agreement between the pension board and the city entered into under Section 3(n) of
this Act, the pension board may recommend to the mayor, controller, or governing
body, as appropriate, that the appointed trustee be removed from the pension board. If
the appointed trustee was appointed by the governing body of the city, an action item
concerning the pension board's recommendation shall be placed on the governing
body's agenda for consideration and action. The governing body shall make a
determination on the recommendation and communicate the determination to the
pension system not later than the 45th day after the date of the recommendation.

() To serve on the pension board, each [Eaek] trustee shall, on or before [at] the
first pension board meeting following the trustee's most recent election or
appointment, take an oath of office that the trustee:

(1) will diligently and honestly administer the pension system; and
(2) will not knowingly violate this Act or willingly allow a violation of this
Act to occur.

(n) The person serving as a trustee under Subsection (c)(2) of this sectlon serves
as the treasurer of the pension fund [
eath-ef-effiee]. The treasurer shall file an [Fhet-persens] official bond payable to the

[eﬁ-y&shaﬂ—eever—&re—pe%sem—s—pesﬁea—as—&e&st&e&e#&he] pension system. The
treasurer is [fand—and-that-persens—sureties—are| liable on [fer] the treasurer's official

bond for the faithful performance of the treasurer's duties under this Act in connection
w1th [&e-t-teﬂs—peft-a-i-ﬁ-mg—te] the penswn fund [Ge—t-hehsaﬂ&e—ea&eﬂt—&s—t-he—sufeﬁes—afe

(ee) A trustee appomted under Subsectlon (c)(l) (2) (5) or (6) of thls sectlon
who fails to attend at least 50 percent of all regular pension board meetings, as
determined annually each July 1, may be removed from the pension board by the
appointing entity. A trustee removed under this subsection may not be appointed as a
trustee for one year following removal.

(ff) All trustees appointed under Subsection (c) of this section shall complete
minimum educational training requirements established by the State Pension Review
Board. The appointing entity may remove an appointed trustee who does not complete
minimum educational training requirements during the period prescribed by the State
Pension Review Board.
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(gg) The pension board shall adopt an ethics policy governing, among other
matters, conflicts of interest that each trustee must comply with during the trustee's
term on the pension board.

(hh) During a trustee's term on the pension board and for one year after leaving
the pension board, a trustee may not represent any other person or organization in any
formal or informal appearance before the pension board or pension system staff
concerning a matter for which the person has or had responsibility as a trustee.

(i) The pension board may establish standing or temporary committees as
necessary to assist the board in carrying out its business, including committees
responsible for risk management or governance, investments, administration and
compensation, financial and actuarial matters, audits, disability determinations, and
agreements under Section 3(n) of this Act. The pension board shall establish a
committee responsible for agreements under Section 3(n) of this Act that must be
composed of the elected trustees and the trustee appointed by the elected trustees.
Except for a committee responsible for agreements under Section 3(n) of this Act and
any committee responsible for personnel issues:

(1) each committee must include at least one elected trustee and one trustee
appointed by the mayor, controller, or governing body of the city;

(2) committee meetings are open to all trustees; and

(3) a committee may not make final decisions and may only make
recommendations to the pension board.

(jj) Subsections (x)(1) through (4), (y), and (cc) of this section do not grant the
pension board authority to modify or terminate Sections 8A through 8F of this Act.

SECTION 3.04. Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular
Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is amended by adding
Sections 2A, 2B, 2C, and 2D to read as follows:

Sec. 2A. CONFLICTS OF INTEREST. (a) The existence or appearance of a
conflict of interest on the part of any trustee is detrimental to the proper functioning of
the pension system if not properly addressed. An appointed trustee may not deliberate
or vote on an action relating to the investment of pension system assets if:

(1) the trustee or an entity with which the trustee is affiliated:
(A) 1s a competitor or an affiliate of the person or firm that is the subject
of or otherwise under consideration in the action; or
(B) likely would be subject to a due diligence review by the person or
firm that is under consideration in the investment-related action; or
(2) the pension board otherwise determines that the proposed action would
create a direct or indirect benefit for the appointed trustee or a firm with which the
appointed trustee is affiliated.

(b) The city attorney shall:

(1) provide annual training to trustees appointed by the city regarding
conflicts of interest; and

(2) to the extent authorized by city ordinances, at the request of the external
affairs committee of the pension board, review and take appropriate action on a
complaint alleging a conflict of interest on the part of a city-appointed trustee.

Sec. 2B. PENSION SYSTEM ACTUARY; ACTUARIAL VALUATIONS. (a)
The pension board shall retain an actuary or actuarial firm for purposes of this Act.
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(b) At least annually, the pension system actuary shall make a valuation of the
assets and liabilities of the pension fund. The valuation must include the risk sharing
valuation study conducted under Section 8B or 8C of this Act, as applicable.

(c) The pension system shall provide a report of the valuation to the city.

Sec. 2C. QUALIFICATIONS OF CITY ACTUARY. (a) An actuary hired by
the city for purposes of this Act must be an actuary from a professional service firm
who:

(1) is not already engaged by the pension system or any other pension
system or fund authorized under Article 6243e.2(1) or 6243g-4, Revised Statutes, to
provide actuarial services to the pension system or fund, as applicable;

(2) has a minimum of 10 years of professional actuarial experience; and

(3) is a fellow of the Society of Actuaries or a member of the American
Academy of Actuaries and who, in carrying out duties for the city, has met the
applicable requirements to issue statements of actuarial opinion.

(b) Notwithstanding Subsection (a) of this section, the city actuary must at least
meet the qualifications required by the board for the pension system actuary. The city
actuary is not required to have greater qualifications than those of the pension system
actuary.

Sec. 2D. REPORT ON INVESTMENTS BY INDEPENDENT INVESTMENT
CONSULTANT. (a) At least once every three years, the board shall hire an
independent investment consultant, including an independent investment consulting
firm, to conduct a review of pension system investments and submit a report to the
board and the city concerning the review or demonstrate in the pension system's
annual financial report that the review was conducted. The independent investment
consultant shall review and report on at least the following:

(1) the pension system's compliance with its investment policy statement,
ethics policies, including policies concerning the acceptance of gifts, and policies
concerning insider trading;

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

(3) the pension system's portfolio structure, including the pension system's
need for liquidity, cash income, real return, and inflation protection and the active,
passive, or index approaches for different portions of the portfolio;

(4) investment manager performance reviews and an evaluation of the
processes used to retain and evaluate managers;

(5) benchmarks used for each asset class and individual manager;

(6) an evaluation of fees and trading costs;

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

(8) an evaluation of investment-related disclosures in the pension system's
annual reports.

(b) When the board retains an independent investment consultant under this
section, the pension system may require the consultant to agree in writing to maintain
the confidentiality of:

(1) information provided to the consultant that is reasonably necessary to
conduct a review under this section; and
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(2) any nonpublic information provided for the pension system for the
review.

(c) The costs for the investment report required by this section shall be paid
from the pension fund.

SECTION 3.05. Section 3, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (f) and (n) and adding Subsections (0), (p), (q), (1),
and (s) to read as follows:

(f) The pension board shall compensate from the pension fund the persons
performing services under Subsections (d) and (e) of this section and may provide
other employee benefits that the pension board considers proper. Any person
employed by the pension board under Subsection (d) or (e) of this section who has
service credits with the pension system at the time of the person's employment by the
pension board retains the person's status in the pension system. Any person employed
by the pension system on or after January 1, 2008, who does not have service credits
with the pension system at the time of employment is a group D [A] member in
accordance with Section 5 of this Act. The pension board shall adopt a detailed annual
budget detailing its proposed administrative expenditures under this subsection for the
next fiscal year.

(n) Notwithstanding any other law and except as specifically limited by
Subsection (0) of this section, the pension board may enter into a written agreement
with the city regarding pension issues and benefits. The agreement must be approved
by the pension board and the governing body of the city and signed by the mayor and
by the pension board or the pension board's designee. The agreement is enforceable
against and binding on the pension board, the city, and the pension system, including
the pension system's members, retirees, deferred participants, beneficiaries, eligible
survivors, and alternate payees. Any reference in this Act to an agreement between the
city and the pension board or pension system is a reference to an agreement entered
under this subsection.

(o) In any written agreement entered into between the city and the pension board
under Subsection (n) of this section, the parties may not:

(1) alter Sections 8A through 8F of this Act;

(2) increase the assumed rate of return to more than seven percent per year;

(3) extend the amortization period of a liability layer to more than 30 years
from the first day of the fiscal year beginning 12 months after the date of the risk
sharing valuation study in which the liability layer is first recognized; or

(4) allow a total city contribution in any fiscal year that is less than the total
city contribution required under Section 8E or 8F, as applicable, of this Act.

(p) Annually on or before the end of the fiscal year, the pension board shall
make a report to the mayor and the governing body of the city, each of which shall
provide a reasonable opportunity for the pension board to prepare and present the
report.

(q) The pension board shall provide quarterly investment reports to the mayor.

(r) At the mayor's request, the pension board shall meet, discuss, and analyze
with the mayor or the mayor's representatives any city proposed policy changes and
ordinances that may have a financial effect on the pension system.




Monday, May 1, 2017 SENATE JOURNAL 1457

(s) The pension board shall work to reduce administrative expenses, including
by working with any other pension fund to which the city contributes.

SECTION 3.06. Section 5, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (b), (e), (f), and (g) and adding Subsections (j) and
(k) to read as follows:

(b) Except as provided by Subsection (c), (j), or (k) of this section and Sections
4 and 6 of this Act, an employee is a group A member of the pension system as a
condition of employment if the employee:

(1) is hired or rehired as an employee by the city, the predecessor system, or
the pension system on or after September 1, 1999, and before January 1, 2008;

(2) was a member of the predecessor system before September 1, 1981,
under the terms of Chapter 358, Acts of the 48th Legislature, Regular Session, 1943
(Article 6243g, Vernon's Texas Civil Statutes), and did not make an election before
December 1, 1981, under Section 22(a) of that Act to receive a refund of contributions
and become a group B member;

(3) was a group A member who terminated employment included in the
predecessor system before May 3, 1991, elected under Section 16, Chapter 358, Acts
of the 48th Legislature, Regular Session, 1943 (Article 6243g, Vernon's Texas Civil
Statutes), to leave the member's contributions in that pension fund, met the minimum
service requirements for retirement at an attained age, was reemployed in a position
included in the predecessor system before September 1, 1999, and elected, not later
than the 30th day after the date reemployment began, to continue as a group A
member;

(4) became a member of, or resumed membership in, the predecessor
system as an employee or elected official of the city after January 1, 1996, and before
September 1, 1999, and elected by submission of a signed and notarized form in a
manner determined by the pension board to become a group A member and to
contribute a portion of the person's salary to the pension fund as required by Chapter
358, Acts of the 48th Legislature, Regular Session, 1943 (Article 6243g, Vernon's
Texas Civil Statutes); or

(5) met the requirements of Section 3B, Chapter 358, Acts of the 48th
Legislature, Regular Session, 1943 (Article 6243g, Vernon's Texas Civil Statutes), or
Subsection (f) of this section for membership in group A.

(e) Any member or former member of the pension system elected to an office of
the city on or after September 1, 1999, and before January 1, 2008, is [beeesres] a
group A member and is eligible to receive credit for all previous service on the same
conditions as reemployed group A members under Sections 7(c), (d), (e), and (f) of
this Act, except as otherwise provided by this Act. For purposes of this subsection

ats Q d o a a a a et o Ae a

Legislature—Restlar—S ' 62436 exas—Civil-Statutes)],
consecutive terms of office of any elected member who is elected to an office of th
city are considered to be continuous employment for purposes of this Act.

(f) Each group B member of the pension system may make an irrevocable
election on a date and in a manner determined by the pension board to change
membership from group B to group A:
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(1) for future service only; or

(2) for future service and to convert all past group B service to group A
service and comply with the requirements of Subsection (h) of this section provided
the service is converted before December 31, 2005.

(g) Each group A member with service in group B may make an irrevocable
election not later than December 31, 2005, [en-a-date] and in a manner determined by
the pension board to convert all group B service to group A service and to comply
with the requirements of Subsection (h) of this section.

(j) Except as provided by Subsection (k) of this section or Section 4 of this Act,
an employee is a group D member of the pension system as a condition of
employment if the employee is hired as an employee by the city or the pension system
on or after January 1, 2008.

(k) Notwithstanding any provision of this section, for purposes of Subsection (j)
of this section:

(1) consecutive terms of office of an elected member who is elected to an
office of the city are considered to be continuous employment; and

(2) a former employee who is rehired as an employee by the city or the
pension system on or after January 1, 2008, is, as a condition of employment, a
member of the group in which that employee participated at the time of the
employee's immediately preceding separation from service.

SECTION 3.07. Section 6, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by adding Subsections (k) and (1) to read as follows:

(k) Notwithstanding any other law, including Subsection (b)(3) of this section,
Subsections (a) through (j) of this section do not apply to any employee on or after
January 1, 2005. An employee who meets the definition of "executive official" under
Subsection (b)(3) of this section is a group A member beginning January 1, 2005, for
credited service earned on or after January 1, 2005, or a member of the applicable
group under Section 5 of this Act. This subsection does not affect:

(1) any credited service or benefit percentage accrued in group C before
January 1, 2005;

(2) any group C benefit that a deferred participant or retiree is eligible to
receive that was earned before January 1, 2005; or

(3) the terms of any obligation to purchase service credit or convert service
credit to group C that was entered into before January 1, 2005.

(1) A group C member who terminates employment before January 1, 2005, is
subject to the retirement eligibility requirements in effect on the date of the member's
termination from employment. A group C member who becomes a group A member
under Subsection (k) of this section on January 1, 2005, is subject to the retirement
eligibility requirements under Section 10 of this Act.

SECTION 3.08. Section 7, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (a), (c), (e), (f), (g), and (h) and adding
Subsections (g-1), (g-2), (i), (j), (k), and (1) to read as follows:
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(a) Notwithstanding any other provision of this Act, duplication of service or
credited service in group A, B, [ef] C, or D of the pension system or in the pension
system and any other defined benefit pension plan to which the city contributes is
prohibited.

(c) Except as provided by Section 12 of this Act, a [gresp—A| member may pay
into the pension fund and obtain credit for any service with the city or the pension
system for which credit is otherwise allowable [#—ereup—A| under this Act, except
that:

(1) no required contributions were made by the member for the service; or

(2) refunded contributions attributable to the service have not been
subsequently repaid.

(e) To establish service described by Subsection (c) of this section that occurred
on or after September 1, 1999, the member shall pay a sum computed by multiplying
the member's salary during the service by the rate established [by-the-pensionbeard]
for member contributions under Section 8§ of this Act, and the city shall pay into the
pension fund an amount equal to the rate established for city contributions under
Section 8A [8] of this Act [sraltiplied-by-thatmember's-salaryfor-the-sameperiod).

) "In addition to the amounts to be paid by the member under Subsection (d) or
(e) of this section, the member shall also pay interest on those amounts at the current
assumed rate of return [st—pereent| per year, not compounded, from the date the
contributions would have been deducted, if made, or from the date contributions were
refunded to the date of repayment of those contributions into the pension fund.

(g) Before the year 2017 effective date, if [H] a group B or group D member
separates from service before completing five years of credited service, the member's
service credit is canceled at the time of separation. If the member is reemployed by the
city in a position covered by the pension system before the first anniversary of the
date of separation, all credit for previous service is restored. Any member whose
service credit is canceled under this subsection and who is reemployed by the city in a
position covered by the pension system after the first anniversary of the date of
separation receives one year of previous service credit in group B or group D, as
applicable, for each full year of subsequent service up to the amount of the previous
service that was canceled.

(g-1) On or after the year 2017 effective date, if a group B or group D member
who has made required member contributions separates from service before
completing five years of credited service, the member's service credit is canceled at
the time of separation and the member is eligible to receive a refund of required
member contributions as provided by Section 17 of this Act. If the member is
reemployed before the first anniversary of the date of separation:

(1) subject to Subdivision (2) of this subsection, all credit for previous
service for which no member contributions were required is restored, along with credit
for previous service for which the member did not receive a refund of contributions;
and




1460 85th Legislature — Regular Session 48th Day

(2) if the member's service credit is canceled under this subsection, the
member is eligible to reinstate the canceled credited service by paying the pension
system the refund amount, if any, plus interest on those amounts at the current
assumed rate of return per year, not compounded, from the date contributions were
refunded to the date of repayment of those contributions to the pension fund.

(g-2) For purposes of Subsection (g-1)(2) of this section, for any canceled
service for which contributions were not required, the member receives one year of
previous service credit in group B or group D, as appropriate, for each full year of
subsequent service up to the amount of the previous service that was canceled.

(h) A group B member who was a group A member before September 1, 1981,
and who was eligible to purchase credit for previous service under Chapter 358, Acts
of the 48th Legislature, Regular Session, 1943 (Article 6243g, Vernon's Texas Civil
Statutes), may purchase the service credit in group B by paying into the pension fund
an amount equal to the assumed rate of return [six-pereent| per year, not compounded,
on any contributions previously withdrawn for the period from the date of withdrawal
to the date of purchase.

(i) Under rules and procedures adopted by the pension board, a group D member
may effectuate a direct trustee-to-trustee transfer from a qualifying code Section
457(b) plan to the pension system to purchase an increased or enhanced benefit in
accordance with the provisions of code Sections 415(n) and 457(e)(17) of the Internal
Revenue Code of 1986. The amount transferred under this subsection shall be held by
the pension system and the pension system may not separately account for the
amount. The pension board by rule shall determine the additional benefit that a
member is entitled to based on a transfer under this subsection.

(j) For purposes of this subsection and Subsection (k) of this section, "furlough
time" means the number of days a person has been furloughed. A person who has
been voluntarily or involuntarily furloughed shall receive credited service for each
day that the person has been furloughed, provided that:

(1) the pension system receives all required city contributions and member
contributions for the credited service attributable to the furlough time for the pay
period in which the furlough occurs, based on the regular salary that each furloughed
member would have received if the member had worked during the furlough time;

(2) the member may receive not more than 10 days of credited service in a
fiscal year for furlough time; and

(3) credited service for furlough time may not be used to meet the five-year
requirement under Section 10(b) of this Act for eligibility for a benefit.

(k) For purposes of Subsection (j) of this section, the city shall establish a
unique pay code for furlough time to provide for timely payment of city contributions
and member contributions for furlough time and to allow the pension system to
identify furlough time for each furloughed employee.

() Notwithstanding any provision of this section, the interest rate on any service
purchase shall be the then current assumed rate of return, not compounded.

SECTION 3.09. The heading to Section 8, Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil
Statutes), is amended to read as follows:

Sec. 8. MEMBER CONTRIBUTIONS.
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SECTION 3.10. Sections 8(a), (b), and (c), Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil
Statutes), are amended to read as follows:

(a) Subject to adjustments authorized under Section 8E or 8F of this Act,
beginning on the year 2017 effective date, each [Eaech—ereup—A] member of the
pension system shall make biweekly [menthiy]| contributions during employment in

an amount determined in accordance with this section [by—the—pension—beard—and
expressed—as—a—pereentage—of salary|. The contributions shall be deducted by the

employer from the salary of each member and paid to the pension system for deposit
in the pension fund. Member contributions under this section shall be made as
follows:
(1) each group A member shall contribute:

(A) seven percent of the member's salary beginning with the member's
first full biweekly pay period that occurs on or after the year 2017 effective date; and

(B) a total of eight percent of the member's salary beginning with the
member's first full biweekly pay period for the member that occurs on or after July 1,
2018;

(2) each group B member shall contribute:
(A) two percent of the member's salary beginning with the member's
first full biweekly pay period that occurs on or after the year 2017 effective date; and
(B) a total of four percent of the member's salary beginning with the
member's first full biweekly pay period for the member that occurs on or after July 1,
2018; and
(3) each group D member shall contribute two percent of the member's
salary beginning with the member's first full biweekly pay period that occurs on or
after the year 2017 effective date.

(b) This section does not increase or decrease the contribution obligation of any
member that arose before the year 2017 effective date [September+20645] or give
rise to any claim for a refund for any contributions made before that date.

(c) The employer shall pick up the contributions required of [greup—-] members
by Subsection (a) of this section and contributions required of group D members
under Section 10A(a) of this Act as soon as reasonably practicable under applicable
rules for all salaries earned by members after the year 2017 effective date and by
January 1, 2018, for contributions required by Section 10A(a) of this Act. The city
shall pay the pickup contributions to the pension system from the same source of
funds that is used for paying salaries to the members. The pickup contributions are in
lieu of contributions by [gretp—-A] members. The city may pick up those contributions
by a deduction from each [greup—A] member's salary equal to the amount of the
member's contributions picked up by the city. Members may not choose to receive the
contributed amounts directly instead of having the contributed amounts paid by the
city to the pension system. An accounting of member contributions picked up by the
employer shall be maintained, and the contributions shall be treated for all other
purposes as if the amount were a part of the member's salary and had been deducted
under this section. Contributions picked up under this subsection shall be treated as
employer contributions in determining tax treatment of the amounts under the Internal
Revenue Code of 1986, as amended.




1462 85th Legislature — Regular Session 48th Day

SECTION 3.11. Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular
Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is amended by adding
Sections 8A, 8B, 8C, 8D, 8E, 8F, 8G, 8H, and 81 to read as follows:

Sec. 8A. CITY CONTRIBUTIONS. (a) The city shall make contributions to the
pension system for deposit into the pension fund as provided by this section and
Section 8B, 8C, 8E, or 8F of this Act, as applicable. The city shall contribute:

(1) beginning with the year 2017 effective date and ending with the fiscal
year ending June 30, 2018, an amount equal to the sum of:

(A) the city contribution rate, as determined in the initial risk sharing
valuation study conducted under Section 8C of this Act, multiplied by the pensionable
payroll for the fiscal year; and

(B) the city contribution amount for the fiscal year; and

(2) for each fiscal year after the fiscal year ending June 30, 2018, an amount
equal to the sum of:

(A) the city contribution rate, as determined in a subsequent risk
sharing valuation study conducted under Section 8B of this Act and adjusted under
Section 8E or 8F of this Act, as applicable, multiplied by the pensionable payroll for
the applicable fiscal year; and

(B) except as provided by Subsection (e) of this section, the city
contribution amount for the applicable fiscal year.

(b) Except by written agreement between the city and the pension board under
Section 3(n) of this Act providing for an earlier contribution date, at least biweekly,
the city shall make the contributions required by Subsection (a) of this section by
depositing with the pension system an amount equal to the sum of:

(1) the city contribution rate multiplied by the pensionable payroll for the
biweekly period; and

(2) the city contribution amount for the applicable fiscal year divided by 26.

(c) With respect to each fiscal year:

(1) the first contribution by the city under this section for the fiscal year
shall be made not later than the date payment is made to employees for their first full
biweekly pay period beginning on or after the first day of the fiscal year; and

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

(d) In addition to the amounts required under this section, the city may at any
time contribute additional amounts to the pension system for deposit in the pension
fund by entering into a written agreement with the pension board in accordance with
Section 3(n) of this Act.

(e) If, in any given fiscal year, the funded ratio is greater than or equal to 100
percent, the city contribution under this section may no longer include the city
contribution amount.

(f) Contributions shall be made under this section by the city to the pension
system in order to be credited against any amortization schedule of payments due to
the pension system under this Act.
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(g) Subsection (f) of this section does not affect the exclusion of contribution
amounts under Subsection (e) of this section or changes to an amortization schedule
of a liability layer under Section 8B(a)(7)(F), 8C(i)-(j), or 8E(c)(3)-(4) of this Act.

(h) Notwithstanding any other law and except for the pension obligation bond
assumed under Section 8C(d)(2) of this Act, the city may not issue a pension
obligation bond to fund the city contribution rate under Subsection (a)(1)(A) or
(a)(2)(A) of this section or the city contribution amount under Subsection (a)(1)(B) or
(a)(2)(B) of this section.

Sec. 8B. RISK SHARING VALUATION STUDIES. (a) The pension system
and the city shall separately cause their respective actuaries to prepare a risk sharing
valuation study in accordance with this section and actuarial standards of practice. A
risk sharing valuation study must:

(1) be dated as of the first day of the fiscal year for which the study is
required to be prepared,;

(2) be included in the annual valuation study prepared under Section 2B of
this Act;

(3) calculate the unfunded actuarial accrued liability of the pension system;

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

(5) estimate the city contribution rate and the city contribution amount,
taking into account any adjustments required under Section 8E or 8F of this Act for all
applicable prior fiscal years;

(6) detail the city contribution rate and the city contribution amount, taking
into account any adjustments required under Section 8E or 8F of this Act for all
applicable prior fiscal years;

(7) subject to Subsection (g) of this section, be based on the following
assumptions and methods that are consistent with actuarial standards of practice:

(A) an ultimate entry age normal actuarial method;

(B) for purposes of determining the actuarial value of assets:

(1) except as provided by Subparagraph (ii) of this paragraph and
Section 8E(c)(1) or 8F(c)(1) of this Act, an asset smoothing method recognizing
actuarial losses and gains over a five-year period applied prospectively beginning on
the year 2017 effective date; and

(i1) for the initial risk sharing valuation study prepared under
Section 8C of this Act, a marked-to-market method applied as of June 30, 2016;

(C) closed layered amortization of liability layers to ensure that the
amortization period for each layer begins 12 months after the date of the risk sharing
valuation study in which the liability layer is first recognized,

(D) each liability layer is assigned an amortization period,

(E) each liability loss layer amortized over a period of 30 years from the
first day of the fiscal year beginning 12 months after the date of the risk sharing
valuation study in which the liability loss layer is first recognized, except that the
legacy liability must be amortized from July 1, 2016, for a 30-year period beginning
July 1, 2017;

(F) the amortization period for each liability gain layer being:
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(1) equal to the remaining amortization period on the largest
remaining liability loss layer and the two layers must be treated as one layer such that
if the payoff year of the liability loss layer is accelerated or extended, the payoff year
of the liability gain layer is also accelerated or extended; or

(i) if there is no liability loss layer, a period of 30 years from the
first day of the fiscal year beginning 12 months after the date of the risk sharing
valuation study in which the liability gain layer is first recognized;

(G) liability layers, including the legacy liability, funded according to
the level percent of payroll method;

(H) the assumed rate of return, subject to adjustment under Section
8E(c)(5) of this Act or, if Section 8C(g) of this Act applies, adjustment in accordance
with a written agreement entered into under Section 3(n) of this Act, except that the
assumed rate of return may not exceed seven percent per annum;

(I) the price inflation assumption as of the most recent actuarial
experience study, which may be reset by the pension board by plus or minus 50 basis
points based on that actuarial experience study;

(J) projected salary increases and payroll growth rate set in consultation
with the city's finance director;

(K) payroll for purposes of determining the corridor midpoint, city
contribution rate, and city contribution amount must be projected using the annual
payroll growth rate assumption, which for purposes of preparing any amortization
schedule may not exceed three percent; and

(L) the city contribution rate calculated without inclusion of the legacy
liability; and

(8) be revised and restated, if appropriate, not later than:

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

(B) the 30th day after the date required action is taken by the pension
board under Section 8E or 8F of this Act to reflect any changes required by either
section.

(b) As soon as practicable after the end of a fiscal year, the pension system
actuary at the direction of the pension system and the city actuary at the direction of
the city shall separately prepare a proposed risk sharing valuation study based on the
fiscal year that just ended.

(c) Not later than October 31 following the end of the fiscal year, the pension
system shall provide to the city actuary, under a confidentiality agreement with the
pension board in which the city actuary agrees to comply with the confidentiality
provisions of Section 8G of this Act, the actuarial data described by Subsection (a)(4)
of this section.

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

(1) the pension system actuary, at the direction of the pension system, shall
provide the proposed risk sharing valuation study prepared by the pension system
actuary under Subsection (b) of this section to the city actuary; and

(2) the city actuary, at the direction of the city, shall provide the proposed
risk sharing valuation study prepared by the city actuary under Subsection (b) of this
section to the pension system actuary.
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(e) Each actuary described by Subsection (d) of this section may provide copies
of the proposed risk sharing valuation studies to the city or the pension system as
appropriate.

(f) If, after exchanging proposed risk sharing valuation studies under Subsection
(d) of this section, it is found that the difference between the estimated city
contribution rate recommended in the proposed risk sharing valuation study prepared
by the pension system actuary and the estimated city contribution rate recommended
in the proposed risk sharing valuation study prepared by the city actuary for the
corresponding fiscal year is:

(1) less than or equal to two percentage points, the estimated city
contribution rate recommended by the pension system actuary will be the estimated
city contribution rate for purposes of Subsection (a)(5) of this section, and the
proposed risk sharing valuation study prepared for the pension system is considered to
be the final risk sharing valuation study for the fiscal year for the purposes of this Act;
or

(2) greater than two percentage points, the city actuary and the pension
system actuary shall have 20 business days to reconcile the difference, provided that
without the mutual agreement of both actuaries, the difference in the estimated city
contribution rate recommended by the city actuary and the estimated city contribution
rate recommended by the pension system actuary may not be further increased and:

(A) if, as a result of reconciliation efforts under this subdivision, the
difference is reduced to less than or equal to two percentage points:

(1) the estimated city contribution rate proposed under the
reconciliation by the pension system actuary will be the estimated city contribution
rate for purposes of Subsection (a)(5) of this section; and

(i1) the pension system's risk sharing valuation study is considered
to be the final risk sharing valuation study for the fiscal year for the purposes of this
Act; or

(B) if, after 20 business days, the pension system actuary and the city
actuary are not able to reach a reconciliation that reduces the difference to an amount
less than or equal to two percentage points:

(i) the city actuary at the direction of the city and the pension
system actuary at the direction of the pension system each shall deliver to the finance
director of the city and the executive director of the pension system a final risk sharing
valuation study with any agreed-to changes, marked as the final risk sharing valuation
study for each actuary; and

(i1) not later than the 90th day before the first day of the next fiscal
year, the finance director and the executive director shall execute a joint addendum to
the final risk sharing valuation study received under Subparagraph (i) of this
paragraph that is a part of the final risk sharing valuation study for the fiscal year for
all purposes and reflects the arithmetic average of the estimated city contribution rates
for the fiscal year stated by the city actuary and the pension system actuary in the final
risk sharing valuation study for purposes of Subsection (a)(5) of this section, and for
reporting purposes the pension system may treat the pension system actuary's risk
sharing valuation study with the addendum as the final risk sharing valuation study.
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(g) The assumptions and methods used and the types of actuarial data and
financial information used to prepare the initial risk sharing valuation study under
Section 8C of this Act shall be used to prepare each subsequent risk sharing valuation
study under this section, unless changed based on the actuarial experience study
conducted under Section 8D of this Act.

(h) The actuarial data provided under Subsection (a)(4) of this section may not
include the identifying information of individual members.

Sec. 8C. INITIAL RISK SHARING VALUATION STUDIES; CORRIDOR
MIDPOINT AND CITY CONTRIBUTION AMOUNTS. (a) The pension system
and the city shall separately cause their respective actuaries to prepare an initial risk
sharing valuation study that is dated as of July 1, 2016, in accordance with this
section. An initial risk sharing valuation study must:

(1) except as otherwise provided by this section, be prepared in accordance
with Section 8B of this Act, and for purposes of Section 8B(a)(4) of this Act, be based
on actuarial data as of June 30, 2016, or, if actuarial data is not provided, on estimates
of actuarial data;

(2) project the corridor midpoint for 31 fiscal years beginning with the fiscal
year beginning July 1, 2017; and

(3) subject to Subsections (i) and (j) of this section, include a schedule of
city contribution amounts for 30 fiscal years beginning with the fiscal year beginning
July 1, 2017.

(b) If the initial risk sharing valuation study has not been prepared consistent
with this section before the year 2017 effective date, as soon as practicable after the
year 2017 effective date:

(1) the pension system shall provide to the city actuary under a
confidentiality agreement the necessary actuarial data or, if actuarial data is not
available, estimates of actuarial data used by the pension system actuary to prepare the
proposed initial risk sharing valuation study; and

(2) not later than the 30th day after the date the city's actuary receives the
actuarial data or, if actuarial data is not available, estimates of actuarial data:

(A) the city actuary, at the direction of the city, shall provide a proposed
initial risk sharing valuation study to the pension system actuary; and

(B) the pension system actuary, at the direction of the pension system,
shall provide a proposed initial risk sharing valuation study to the city actuary.

(c) If, after exchanging proposed initial risk sharing valuation studies under
Subsection (b)(2) of this section, it is determined that the difference between the
estimated total city contribution divided by the pensionable payroll for any fiscal year
in the proposed initial risk sharing valuation study prepared by the pension system
actuary and in the proposed initial risk sharing valuation study prepared by the city
actuary is:

(1) less than or equal to two percentage points, the estimated city
contribution rate and the estimated city contribution amount for that fiscal year
recommended by the pension system actuary will be the estimated city contribution
rate and the estimated city contribution amount, as applicable, for purposes of Section
8B(a)(5) of this Act; or
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(2) greater than two percentage points, the city actuary and the pension
system actuary shall have 20 business days to reconcile the difference and:

(A) if, as a result of reconciliation efforts under this subdivision, the
difference in any fiscal year is reduced to less than or equal to two percentage points,
the city contribution rate and the city contribution amount recommended by the
pension system actuary for that fiscal year will be the estimated city contribution rate
and the estimated city contribution amount, as applicable, for purposes of Section
8B(a)(5) of this Act; or

(B) if, after 20 business days, the city actuary and the pension system
actuary are not able to reach a reconciliation that reduces the difference to an amount
less than or equal to two percentage points for any fiscal year:

(1) the city actuary at the direction of the city and the pension
system actuary at the direction of the pension system each shall deliver to the finance
director of the city and the executive director of the pension system a final initial risk
sharing valuation study with any agreed-to changes, marked as the final initial risk
sharing valuation study for each actuary; and

(ii) the finance director and the executive director shall execute a
joint addendum to the final initial risk sharing valuation study that is a part of each
final initial risk sharing valuation study for all purposes and that reflects the arithmetic
average of the estimated city contribution rate and the estimated city contribution
amount for each fiscal year in which the difference was greater than two percentage
points for purposes of Section 8B(a)(5) of this Act, and for reporting purposes the
pension system may treat the pension system actuary's initial risk sharing valuation
study with the addendum as the final initial risk sharing valuation study.

(d) In preparing the initial risk sharing valuation study, the city actuary and
pension system actuary shall:

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

(2) assume the issuance of planned pension obligation bonds by March 31,
2018, in accordance with Subsection (j) of this section; and

(3) assume benefit and contribution changes under this Act as of the year
2017 effective date.

(e) If the city actuary does not prepare an initial risk sharing valuation study for
purposes of this section, the pension system actuary's initial risk sharing valuation
study will be used as the final risk sharing valuation study for purposes of this Act
unless the city did not prepare a proposed initial risk sharing valuation study because
the pension system actuary did not provide the necessary actuarial data or, if actuarial
data is not available, estimates of actuarial data, in a timely manner. If the city did not
prepare a proposed initial risk sharing valuation study because the pension system
actuary did not provide the necessary actuarial data or, if actuarial data is not
available, estimates of actuarial data, in a timely manner, the city actuary shall have 60
days to prepare the proposed initial risk sharing valuation study on receipt of the
necessary information.
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(f) If the pension system actuary does not prepare a proposed initial risk sharing
valuation study for purposes of this section, the proposed initial risk sharing valuation
study prepared by the city actuary will be the final risk sharing valuation study for
purposes of this Act.

(g) The city and the pension board may agree on a written transition plan for
resetting the corridor midpoint:

(1) if at any time the funded ratio is equal to or greater than 100 percent; or
(2) for any fiscal year after the payoff year of the legacy liability.

(h) If the city and the pension board have not entered into an agreement
described by Subsection (g) of this section in a given fiscal year, the corridor midpoint
will be the corridor midpoint determined for the 31st fiscal year in the initial risk
sharing valuation study prepared in accordance with this section.

(1) If the city makes a contribution to the pension system of at least $5 million
more than the amount that would be required by Section 8 A(a) of this Act, a liability
gain layer with the same remaining amortization period as the legacy liability is
created. In each subsequent risk sharing valuation study until the end of that
amortization period, the city contribution amount must be decreased by the amortized
amount in each fiscal year covered by the liability gain layer.

(j) Notwithstanding any other provision of this Act, including Section 8H of this
Act:

(1) if the city fails to deliver the proceeds of pension obligation bonds
totaling $250 million on or before March 31, 2018, the pension board shall have 30
days from March 31, 2018, to rescind, prospectively, any or all benefit changes made
effective under S.B. No. 2190, Acts of the 85th Legislature, Regular Session, 2017, as
of the year 2017 effective date, or to reestablish the deadline for the delivery of
pension obligation bond proceeds, reserving the right to rescind the benefit changes
authorized by this subdivision if the bond proceeds are not delivered by the
reestablished deadline; and

(2) subject to Subsection (k) of this section, if the pension board rescinds
benefit changes under Subdivision (1) of this subsection or pension obligation bond
proceeds are not delivered on or before the deadline or reestablished deadline
prescribed by Subdivision (1) of this subsection, the initial risk sharing valuation
study shall be prepared again and restated without assuming the delivery of the
pension obligation bond proceeds, the extended time for delivery of pension
obligation bond proceeds, or the rescinded benefit changes, as applicable, including a
reamortization of the city contribution amount for the amortization period remaining
for the legacy liability, and the resulting city contribution rate and city contribution
amount will become effective in the fiscal year following the completion of the
restated initial risk sharing valuation study.

(k) The restated initial risk sharing valuation study required under Subsection

()(2) of this section must be completed at least 30 days before the start of the fiscal
year:

(1) ending June 30, 2019, if the pension board does not reestablish the
deadline under Subsection (j)(1) of this section; or
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(2) immediately following the reestablished deadline, if the pension board
reestablishes the deadline under Subsection (j)(1) of this section and the city fails to
deliver the pension obligation bond proceeds described by Subsection (j)(1) of this
section by the reestablished deadline.

Sec. 8D. ACTUARIAL EXPERIENCE STUDIES. (a) At least once every four
years, the pension system actuary, at the direction of the pension system, shall conduct
an actuarial experience study in accordance with actuarial standards of practice. The
actuarial experience study required by this subsection must be completed not later
than September 30 of the year in which the study is required to be conducted.

(b) Except as otherwise expressly provided by Sections 8B(a)(7)(A)-(I) of this
Act, actuarial assumptions and methods used in the preparation of a risk sharing
valuation study, other than the initial risk sharing valuation study, shall be based on
the results of the most recent actuarial experience study.

(c) Not later than the 180th day before the date the pension board may consider
adopting any assumptions and methods for purposes of Section 8B of this Act, the
pension system shall provide the city actuary with a substantially final draft of the
pension system's actuarial experience study, including:

(1) all assumptions and methods recommended by the pension system
actuary; and

(2) summaries of the reconciled actuarial data used in creation of the
actuarial experience study.

(d) Not later than the 60th day after the date the city receives the final draft of
the pension system's actuarial experience study under Subsection (c) of this section,
the city actuary and pension system actuary may communicate concerning the
assumptions and methods used in the actuarial experience study. During the period
prescribed by this subsection, the pension system actuary may modify the
recommended assumptions in the draft actuarial experience study to reflect any
changes to assumptions and methods to which the pension system actuary and the city
actuary agree.

(e) At the city actuary's written request, the pension system shall provide
additional actuarial data used by the pension system actuary to prepare the draft
actuarial experience study, provided that confidential data may only be provided
subject to a confidentiality agreement entered into between the pension system and the
city actuary.

(f) The city actuary, at the direction of the city, shall provide in writing to the
pension system actuary and the pension system:

(1) any assumptions and methods recommended by the city actuary that
differ from the assumptions and methods recommended by the pension system
actuary; and

(2) the city actuary's rationale for each method or assumption the actuary
recommends and determines to be consistent with standards adopted by the Actuarial
Standards Board.

(g) Not later than the 30th day after the date the pension system actuary receives
the city actuary's written recommended assumptions and methods and rationale under
Subsection (f) of this section, the pension system shall provide a written response to
the city identifying any assumption or method recommended by the city actuary that
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the pension system does not accept. If any assumption or method is not accepted, the
pension system shall recommend to the city the names of three independent actuaries
for purposes of this section.

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

(1) is not already engaged by the city, the pension system, or any other
pension system or fund authorized under Article 6243e.2(1) or 6243g-4, Revised
Statutes, to provide actuarial services to the city, the pension system, or another
pension system or fund referenced in this subdivision;

(2) is a member of the American Academy of Actuaries; and

(3) has at least five years of experience as an actuary working with one or
more public retirement systems with assets in excess of $1 billion.

(i) Not later than the 20th day after the date the city receives the list of three
independent actuaries under Subsection (g) of this section, the city shall identify and
the pension system shall hire one of the listed independent actuaries on terms
acceptable to the city and the pension system to perform a scope of work acceptable to
the city and the pension system. The city and the pension system each shall pay 50
percent of the cost of the independent actuary engaged under this subsection. The city
shall be provided the opportunity to participate in any communications between the
independent actuary and the pension system concerning the engagement, engagement
terms, or performance of the terms of the engagement.

(j) The independent actuary engaged under Subsection (i) of this section shall
receive on request from the city or the pension system:

(1) the pension system's draft actuarial experience study, including all
assumptions and methods recommended by the pension system actuary;

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

(3) the city actuary's specific recommended assumptions and methods
together with the city actuary's written rationale for each recommendation;

(4) the pension system actuary's written rationale for its recommendations;

and

T (5) if requested by the independent actuary and subject to a confidentiality
agreement between the pension system and the independent actuary, additional
confidential actuarial data.

(k) Not later than the 30th day after the date the independent actuary receives all
the requested information under Subsection (j) of this section, the independent actuary
shall advise the pension system and the city whether it agrees with the assumption or
method recommended by the city actuary or the corresponding method or assumption
recommended by the pension system actuary, together with the independent actuary's
rationale for making the determination. During the period prescribed by this
subsection, the independent actuary may discuss recommendations in simultaneous
consultation with the pension system actuary and the city actuary.

() The pension system and the city may not seek any information from any
prospective independent actuary about possible outcomes of the independent actuary's
review.
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(m) If an independent actuary has questions or concerns regarding an
engagement entered into under this section, the independent actuary shall
simultaneously consult with both the city actuary and the pension system actuary
regarding the questions or concerns. This subsection does not limit the pension
system's authorization to take appropriate steps to complete the engagement of the
independent actuary on terms acceptable to both the pension system and the city or to
enter into a confidentiality agreement with the independent actuary, if needed.

(n) If the pension board does not adopt an assumption or method recommended
by the city actuary to which the independent actuary agrees, or recommended by the
pension system actuary, the city actuary is authorized to use that recommended
assumption or method in connection with preparation of a subsequent risk sharing
valuation study under Section 8B of this Act until the risk sharing valuation study
following the next actuarial experience study is prepared.

Sec. 8E. CITY CONTRIBUTION RATE WHEN ESTIMATED CITY
CONTRIBUTION RATE LOWER THAN CORRIDOR MIDPOINT;

AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section governs the
determination of the city contribution rate applicable in a fiscal year if the estimated
city contribution rate is lower than the corridor midpoint.

(b) If the funded ratio is:

(1) less than 90 percent, the city contribution rate for the fiscal year equals
the corridor midpoint; or

(2) equal to or greater than 90 percent and the city contribution rate is:

(A) equal to or greater than the minimum contribution rate, the
estimated city contribution rate is the city contribution rate for the fiscal year; or

(B) except as provided by Subsection (e) of this section, less than the
minimum contribution rate for the corresponding fiscal year, the city contribution rate
for the fiscal year equals the minimum contribution rate achieved in accordance with
Subsection (c) of this section.

(¢) For purposes of Subsection (b)(2)(B) of this section, the following
adjustments shall be applied sequentially to the extent required to increase the
estimated city contribution rate to equal the minimum contribution rate:

(1) first, adjust the actuarial value of assets equal to the current market value
of assets, if making the adjustment causes the city contribution rate to increase;

(2) second, under a written agreement between the city and the pension
board under Section 3(n) of this Act entered into not later than the 30th day before the
first day of the next fiscal year, prospectively restore all or part of any benefit
reductions or reduce increased employee contributions, in each case made after the
year 2017 effective date;

(3) third, accelerate the payoff year of the legacy liability by offsetting the
remaining legacy liability by the amount of the new liability loss layer, provided that
during the accelerated period the city will continue to pay the city contribution
amount as scheduled in the initial risk sharing valuation study, subject to Section
8C(i) or (j) of this Act;
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(4) fourth, accelerate the payoff year of existing liability loss layers,
excluding the legacy liability, by accelerating the oldest liability loss layers first, to an
amortization period of not less than 20 years from the first day of the fiscal year
beginning 12 months after the date of the risk sharing valuation study in which the
liability loss layer is first recognized; and

(5) fifth, under a written agreement between the city and the pension board
under Section 3(n) of this Act entered into not later than the 30th day before the first
day of the next fiscal year, the city and the pension board may agree to reduce the
assumed rate of return.

(d) If the funded ratio is:

(1) equal to or greater than 100 percent:

(A) all existing liability layers, including the legacy liability, are
considered fully amortized and paid;

(B) the city contribution amount may no longer be included in the city
contribution under Section 8A of this Act; and

(C) the city and the pension system may mutually agree to change
assumptions in a written agreement entered into between the city and the pension
board under Section 3(n) of this Act; and

(2) greater than 100 percent in a written agreement between the city and the
pension system entered into under Section 3(n) of this Act, the pension system may
reduce member contributions or increase pension benefits if as a result of the action:

(A) the funded ratio is not less than 100 percent; and
(B) the city contribution rate is not more than the minimum contribution

rate.

" (e) Except as provided by Subsection (f) of this section, if an agreement under
Subsection (d) of this section is not reached on or before the 30th day before the first
day of the next fiscal year, before the first day of the next fiscal year, the pension
board shall reduce member contributions and implement or increase cost-of-living
adjustments, but only to the extent that the city contribution rate is set at or below the
minimum contribution rate and the funded ratio is not less than 100 percent.

(f) If any member contribution reduction or benefit increase under Subsection
(e) of this section has occurred within the previous three fiscal years, the pension
board may not make additional adjustments to benefits, and the city contribution rate
must be set to equal the minimum contribution rate.

Sec. 8F. CITY CONTRIBUTION RATE WHEN ESTIMATED CITY
CONTRIBUTION RATE EQUAL TO OR GREATER THAN CORRIDOR
MIDPOINT; AUTHORIZATION FOR CERTAIN ADJUSTMENTS. (a) This section
governs the determination of the city contribution rate in a fiscal year when the
estimated city contribution rate is equal to or greater than the corridor midpoint.

(b) If the estimated city contribution rate is:

(1) less than or equal to the maximum contribution rate for the
corresponding fiscal year, the estimated city contribution rate is the city contribution
rate; or
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(2) except as provided by Subsection (d) or (f) of this section, greater than
the maximum contribution rate for the corresponding fiscal year, the city contribution
rate equals the corridor midpoint achieved in accordance with Subsection (c) of this
section.

(c) For purposes of Subsection (b)(2) of this section, the following adjustments
shall be applied sequentially to the extent required to decrease the estimated city
contribution rate to equal the corridor midpoint:

(1) first, adjust the actuarial value of assets to the current market value of
assets, if making the adjustment causes the city contribution rate to decrease;

(2) second, if the payoff year of the legacy liability was accelerated under
Section 8E(c) of this Act:

(A) extend the payoff year of the legacy liability by increasing the
legacy liability by the amount of the new liability gain layer to a maximum amount;
and

(B) during the extended period provided by Paragraph (A) of this
subdivision, the city shall continue to pay the city contribution amount for the
extended period in accordance with the schedule included in the initial risk sharing
valuation study, subject to Section 8C(i) or (j) of this Act; and

(3) third, if the payoff year of a liability loss layer other than the legacy
liability was previously accelerated under Section 8E(c) of this Act, extend the payoff
year of existing liability loss layers, excluding the legacy liability, by extending the
most recent loss layers first, to a payoff year not later than 30 years from the first day
of the fiscal year beginning 12 months after the date of the risk sharing valuation
study in which the liability loss layer is first recognized.

(d) If the city contribution rate after adjustment under Subsection (c) of this
section is greater than the third quarter line rate, the city contribution rate equals the
third quarter line rate. To the extent necessary to comply with this subsection, the city
and the pension board shall enter into a written agreement under Section 3(n) of this
Act to increase member contributions and make other benefit or plan changes not
otherwise prohibited by applicable federal law or regulations.

(e) Gains resulting from adjustments made as the result of a written agreement
between the city and the pension board under Subsection (d) of this section may not
be used as a direct offset against the city contribution amount in any fiscal year.

(f) If an agreement under Subsection (d) of this section is not reached on or
before the 30th day before the first day of the next fiscal year, before the start of the
next fiscal year to which the city contribution rate would apply, the pension board, to
the extent necessary to set the city contribution rate equal to the third quarter line rate,
shall:

(1) increase member contributions; and
(2) decrease cost-of-living adjustments.

(g) If the city contribution rate remains greater than the corridor midpoint in the
third fiscal year after adjustments are made in accordance with an agreement under
Subsection (d) of this section, in that fiscal year the city contribution rate equals the
corridor midpoint achieved in accordance with Subsection (h) of this section.

(h) The city contribution rate must be set at the corridor midpoint under
Subsection (g) of this section by:
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(1) in the risk sharing valuation study for the third fiscal year described by
Subsection (g) of this section, adjusting the actuarial value of assets to equal the
current market value of assets, if making the adjustment causes the city contribution
rate to decrease; and

(2) under a written agreement entered into between the city and the pension
board under Section 3(n) of this Act:

(A) increasing member contributions; and
(B) making any other benefit or plan changes not otherwise prohibited
by applicable federal law or regulations.

(1) If an agreement under Subsection (h)(2) of this section is not reached on or
before the 30th day before the first day of the next fiscal year, before the start of the
next fiscal year, the pension board, to the extent necessary to set the city contribution
rate equal to the corridor midpoint, shall:

(1) increase member contributions; and

(2) decrease cost-of-living adjustments.

Sec. 8G. CONFIDENTIALITY. (a) The information, data, and document
exchanges under Sections 8A through 8F of this Act have all the protections afforded
by applicable law and are expressly exempt from the disclosure requirements under
Chapter 552, Government Code, except as may be agreed to by the city and pension
system in a written agreement under Section 3(n) of this Act.

(b) Subsection (a) of this section does not apply to:

(1) a proposed risk sharing valuation study prepared by the pension system
actuary and provided to the city actuary or prepared by the city actuary and provided
to the pension system actuary under Section 8B(d) or 8C(b)(2) of this Act; or

(2) a final risk sharing valuation study prepared under Section 8B or 8C of
this Act.

(c) A risk sharing valuation study prepared by either the city actuary or the
pension system actuary under Sections 8A through 8F of this Act may not:

(1) include information in a form that includes identifiable information
relating to a specific individual; or

(2) provide confidential or private information regarding specific
individuals or be grouped in a manner that allows confidential or private information
regarding a specific individual to be discerned.

Sec. 8H. UNILATERAL DECISIONS AND ACTIONS PROHIBITED. No
unilateral decision or action by the pension board is binding on the city and no
unilateral decision or action by the city is binding on the pension system with respect
to the application of Sections 8A through 8F of this Act unless expressly provided by
a provision of those sections. Nothing in this section is intended to limit the powers
or authority of the pension board.

Sec. 8. STATE PENSION REVIEW BOARD; REPORT. (a) After preparing a
final risk sharing valuation study under Section 8B or 8C of this Act, the pension
system and the city shall jointly submit a copy of the study or studies, as appropriate,
to the State Pension Review Board for validation and confirmation that the pension
system and city are in compliance with this Act.
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(b) Not later than the 30th day after the date an action is taken under Section 8E
or 8F of this Act, the pension system shall submit a report to the State Pension Review
Board regarding any actions taken under those sections.

(c) The State Pension Review Board shall notify the governor, the lieutenant
governor, the speaker of the house of representatives, and the legislative committees
having principal jurisdiction over legislation governing public retirement systems if
the State Pension Review Board determines the pension system or the city is not in
compliance with Sections 8A through 8H of this Act.

SECTION 3.12. Section 9(c), Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended to read as follows:

(c) If a member dies and there are no eligible survivors to receive the allowance
provided for in Section 14 of this Act, the member's spouse [berefietary]| or, if there is
no spouse [berefteiary], the member's estate shall receive the refund amount.

SECTION 3.13. Section 10, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (b), (d), (e), (g), and (h) and adding Subsections
(c-1), (d-1), and (e-1) to read as follows:

(b) A group A or group B member of the pension system who terminates
employment is eligible for a normal retirement pension beginning on the member's
effective retirement date after the date the member completes at least five years of
credited service and attains either:

(1) 62 years of age; or
(2) a combination of years of age and years of credited service, including
parts of years, the sum of which equals or is greater than the number:
(A) 75, provided the member is at least 50 years of age_:; or
(B) 70, provided the member attained a combination of years of age and
years of credited service, including parts of years, the sum of which equals or is
greater than the number 68 before January 1, 2005.

(c-1) A group D member who terminates employment is eligible for a normal
retirement pension beginning on the member's effective retirement date after the date
the member completes at least five years of credited service and attains 62 years of
age.

- (d) Subject to Section 17 of this Act, the [Fhe] amount of the monthly normal
retirement pension payable to an eligible:

(1) [retired] group A or grouf) B member who retires before January 1,
2005, shall be determined under the law in effect on the member's last day of credited
service;

(2) group A member who retires on or after January 1, 2005, is equal to the
sum of:

(A) the member's average monthly salary multiplied by the percentage
rate accrued under the law in effect on December 31, 2004, for each year of the
member's years of credited service in group A that is earned before January 1, 2005;
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(B) the member's average monthly salary multiplied by 2.5 [3—4]

percent for each year of the member's years of credited service in group A during the
member s ﬁrst 20 [-l-(-)] years of serv1ce that is earned on or after January 1, 2005 [

member—s—&e*t—l—@—ye&rs—e#sewnee—] and
(C) the member's average monthly salary multiplied by 3.25 [444]
percent for each year of credited service of the member in group A during the
member's years of service in excess of the 20 years described under Paragraph (B) of
this subdivision that is earned on or after_January 1, 2005;
(3) group B member who retires on or after January 1, 2005, is equal to the
sum of:

(A) the member's average monthly salary multiplied by the percentage
rate accrued under the law in effect on December 31, 2004, for each year of the
member's years of credited service in group B that is earned before January 1, 2005;

(B) the member's average monthly salary multiplied by 1.75 percent for
each year of the member's years of credited service in group B during the member's
first 10 years of service that is earned on or after January 1, 2005;

(C) the member's average monthly salary multiplied by two percent for
each of the member's years of credited service in group B in excess of the 10 years
described under Paragraph (B) of this subdivision that is earned on or after January 1,
2005; and

(D) the member's average monthly salary multiplied by 2.5 percent for
each year of credited service of the member in group B during the member's years of
service in excess of 20 years that is earned on or after January 1, 2005; or

(4) group D member who retires on or after January 1, 2008, is equal to the
sum of:

(A) the member's average monthly salary multiplied by 1.8 percent for
each year of the member's years of credited service during the member's first 25 years
of service; and

(B) the member's average monthly salary multiplied by 1 percent for
each year of credited service of the member in group D during the member's years of
service in excess of 25 years.

(d-1) For purposes of Subsection (d) of this section, service credit is rounded to

the nearest one-twelfth of a year [Forparpeses—ofthis—subsecton—service—redi—s

salary].

(e) A group D member who terminates employment with the city or the pension
system may elect to receive an early retirement pension payable as a reduced benefit if
the member has attained:

(1) atleast 10 years of credited service and is at least 55 years of age; or

(2) five years of credited service and a combination of years of age and
years of credited service, including parts of years, the sum of which equals or is
greater than the number 75.
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(e-1) The amount of the early retirement pension payable to a retired group D
member under Subsection (e) of this section shall be equal to the monthly normal
retirement pens10n reduced by 0.25 percent for each month the member is less than 62

(g) Notwithstanding any other provision of this Act, the total normal retirement
pension of a retired member with credited service in group A, group B, [e¢] group C,
or group D may not exceed 90 percent of the member's average monthly salary. i

(h) On or after February 1, 2018, and for [Fe#] future payments only, pension

benefits for all group A retirees and group B retirees, and for all group D retirees who
terminated employment on or after the year 2017 effective date with at least five years
of credited service, and survivor benefits for [alretirees—and] eligible survivors of a
former member of group A or group B, or of a former member of group D who
terminated employment on or after the year 2017 effective date with at least five years
of credited service, shall be increased annually by the cost-of-living adjustment
percentage [ferwrpereent], not compounded, for all such eligible persons receiving a
pension or survivor benefit as of January 1 of the year in which the increase is made.

SECTION 3.14. Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular
Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is amended by adding
Section 10A to read as follows:

Sec. 10A. GROUP D MEMBER HYBRID COMPONENT. (a) On and after
January 1, 2018, in addition to the group D member contributions under Section 8 of
this Act, each group D member shall contribute one percent of the member's salary
for each biweekly pay period beginning with the member's first full biweekly pay
period after the later of January 1, 2018, or the group D member's first date of
employment. The contribution required by this subsection:

(1) shall be picked up and paid in the same manner and at the same time as
group D member contributions required under Section 8(a)(3) of this Act, subject to
applicable rules;

(2) is separate from and in addition to the group D member contribution
under Section 8(a)(3) of this Act; and

(3) is not subject to reduction or increase under Sections 8A through 8F of
this Act or a refund under Section 17 of this Act.

(b) For each biweekly pay period of a group D member's service for which the
group D member makes the contribution required under Subsection (a) of this section,
the following amounts shall be credited to a notional account, known as a cash
balance account, for the group D member:
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(1) the amount of the contributions paid under Subsection (a) of this section
for that biweekly pay period; and

(2) interest on the balance of the group D member's cash balance account
determined by multiplying:

(A) an annual rate that is one-half the pension system's five-year
investment return based on a rolling five-fiscal-year basis and net of investment
expenses, with a minimum annual rate of 2.5 percent and a maximum annual rate of
7.5 percent, and divided by 26; and

(B) the amount credited to the group D member's cash balance account
as of the end of the biweekly pay period.

(c) The pension system may not pay interest on amounts credited to a cash
balance account but not received by the pension system under Subsection (b) of this
section.

(d) On separation from service, a group D member is eligible to receive only a
distribution of the contributions credited to that group D member's cash balance
account, without interest, if the group D member has attained less than one year of
service while contributing to the cash balance account. If a group D member attains at
least one year of service while contributing to the cash balance account, the group D
member is fully vested in the accrued benefit represented by that group D member's
cash balance account, including interest.

(e) In a manner and form prescribed by the pension board, a group D member
who terminates employment is eligible to elect to receive the group D member's cash
balance account benefit in a lump-sum payment, in substantially equal periodic
payments, in a partial lump-sum payment followed by substantially equal periodic
payments, or in partial payments from the group D member's cash balance account.

(f) Contributions may not be made to a group D member's cash balance account
for a period that occurs after the date the group D member terminates employment,
except that interest at a rate that is not greater than the rate under Subsection (b)(2) of
this section, as determined by the pension board, may be credited based on the former
group D member's undistributed cash balance account after the date the group D
member terminates employment.

(g) On the death of a group D member or former group D member before the
full distribution of the member's cash balance account, the deceased member's cash
balance account shall be payable in a single lump-sum payment to:

(1) the deceased member's surviving spouse;

(2) if there is no surviving spouse, each designated beneficiary of the
deceased member, designated in the manner and on a form prescribed by the pension
board; or

(3) if there is no designated beneficiary, the deceased member's estate.

(h) The lump-sum payment described by Subsection (g) of this section shall be
made within a reasonable time after the pension board has determined that the
individual or estate is eligible for the distribution.
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(i) Subject to the other provisions of this section, the pension board may adopt
rules necessary to implement this section, including rules regarding the payment of
the cash balance account and limitations on the timing and frequency of payments. All
distributions and changes in the form of distribution must be made in a manner and at
a time that complies with the Internal Revenue Code of 1986.

SECTION 3.15. Section 11, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended to read as follows:

Sec. 11. OPTION-ELIGIBLE PARTICIPANTS [GROUPRBREFREMENT
OPHONS]. (a) In this section, "J&S Annuity" means payment of a normal retirement
pension or early retirement pension under one of the options provided by Subsection
(b) of this section.

(a-1) For purposes of this section, an option-eligible participant is:

(1) a former group A or group B member who terminates employment with
the city or the pension system on or after June 30, 2011, and who is eligible to receive
a normal retirement pension, provided the member was not married as of the date of
the member's termination of employment;

(2) a former group B member who terminated employment with the city or
the predecessor system before September 1, 1997, and who is eligible to receive a
normal retirement pension; or

(3) a former group D member who terminated employment with the city or
the pension system and who is eligible to receive a normal retirement pension or an
early retirement pension.

(a-2) The pension board, in its sole discretion, shall make determinations
regarding an individual's status as an option-eligible participant.

(a-3) Before the date an option-eligible participant commences receipt of a
benefit, that option-eligible participant [A—ereup—B—member—whe—terminated

elect, in a manner and at a time determined by the pension board, [befere—the
rembers—effeetive—retirernent—date] whether to receive [hawve] the participant's
[members| normal retirement pension or early retirement pension, as applicable, or to
have the option-eligible participant's normal retirement pension or early retirement
pension, as applicable, paid under one of the options provided by Subsection (b) of
this section. The election may be revoked, in a manner and at a time established by the
pension board, not later than the 60th day before the date the participant commences
receipt of a benefit [member's-effectiveretirerent-date].

(b) The normal retirement pension or early retirement pension may be one of the
following actuarially equivalent amounts:

(1) option 1: a reduced pension payable to the participant [membet], then on
the participant's [#embers| death one-half of the amount of that reduced pension is
payable to the participant's [members] designated survivor, for life;

(2) option 2: a reduced pension payable to the participant [member], then on
the participant's [members] death that same reduced pension is payable to the
participant's [member's| designated survivor, for life; and
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(3) option 3: a reduced pension payable to the participant [membesr|, and if
the participant [member] dies within 10 years, the pension is paid to the participant's
[members] designated survivor for the remainder of the 10-year period beginning on
the participant's benefit commencement [member's-effeetiveretirerrent| date.

(c) If an option-eligible participant [a—fermer—groupB—member] who has made
the election provided by Subsection (b) of this section dies after terminating
employment with at least five years of credited service but before attaining the age
required to begin receiving a normal or early retirement pension, the person's
designated survivor is eligible for the J&S Annuity [berefits] provided by the option
selected by the option-eligible participant [fermer—srember] at the time of separation
from service. The benefits first become payable to an eligible designated survivor on
the date the option-eligible participant [fermer+ember| would have become eligible
to begin receiving a pension. If the designated survivor elects for earlier payment, in a
time and manner determined by the pension board, the actuarial equivalent of that
amount shall be payable at that earlier date.

(d) A survivor benefit under Subsection (c) of this section or a J&S Annuity is

not payable if:
) except as prov1ded by Subsectlon (e) of thls sectlon an optlon -eligible
participant [ % b #] does not
elect one of the J&S Annulty options under Subsectlon (b) of this section and dies
before retirement has commenced;

(2) an option-eligible participant elects a normal retirement pension or early
retirement pension and dies before retirement has commenced; or

(3) an option-eligible participant dies after retirement has commenced and
that option-eligible participant:

(A) elected a normal retirement pension or early retirement pension;
(B) did not make a valid election under Subsection (b) of this section;

(C) made an election that is void [re-surviver-benefitis-notpayable].

(e) An option-eligible participant described by Subsection (a-1)(3) of this
section who did not elect one of the J&S Annuity options under Subsection (b) of this
section is considered to have elected a J&S Annuity option under Subsection (b)(1) of
this section and to have designated the participant's surviving spouse as the optional
annuitant if the participant:

(1) was not in service with the city or the pension system at the time of the
participant's death;

(2) is survived by a surviving spouse; and

(3) dies before the participant's retirement has commenced.

(f) If the option-eligible participant described by Subsection (e) of this section
has no surviving spouse, a survivor benefit or J&S Annuity is not payable. If a J&S
Annuity is paid under Subsection (e) of this section, a survivor benefit is not payable
under this subsection or under Section 14 of this Act.

(g) If Subsection (d) of this section would otherwise apply to prohibit the
payment of a survivor benefit or J&S Annuity, but there is one or more dependent
children of the deceased option-eligible participant, the provisions of Section 14 of
this Act control the payment of survivor benefits to the dependent child or children.




Monday, May 1, 2017 SENATE JOURNAL 1481

The pension system may not pay both a J&S Annuity under this section and a
survivor benefit under Section 14 of this Act with respect to any option-eligible
participant. If a J&S Annuity is paid under Subsection (e) of this section, a survivor
benefit is not payable.

(h) If an option-eligible participant has previously elected a J&S Annuity for a
previous period of service, no benefits have been paid under that previous election,
and the option-eligible participant terminates employment on or after January 1, 2012,
the previous election is void and the option-eligible participant shall make an election
under Subsection (b) of this section to apply to all periods of service.

(1) If a former group B member with service before September 1, 1997, was
rehired in a covered position and converted the group B service covered by a J&S
Annuity to group A service, and that member terminates employment on or after
January 1, 2012, and is not an option-eligible participant at the time of the member's
subsequent termination, the previous election is void and survivor benefits for an
eligible survivor, if any, are payable as provided by Section 14 of this Act, provided
benefits were not paid under the previous election.

(j) If an option-eligible participant who elects a J&S Annuity under this section
designates the participant's spouse as a designated survivor and the marriage is later
dissolved by divorce, annulment, or a declaration that the marriage is void before the
participant's retirement, the designation is void unless the participant reaffirms the
designation after the marriage was dissolved.

(k) A J&S Annuity payable to a designated survivor of a retired option-eligible
participant is effective on the first day of the month following the month of the
option-eligible participant's death and ceases on the last day of the month of the
designated survivor's death or on the last day of the month in which the survivor
otherwise ceases to be eligible to receive a J&S Annuity.

SECTION 3.16. Section 12(a)(5), Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended to read as follows:

(5) "DROP entry date" means the date a member ceases to earn service
credit and begins earning credit for the member's DROP account, which is the later of
the date the member is eligible to participate in the DROP, the date requested by the
member, or October 1, 1997, as approved by the pension board. The DROP entry date
is the first day of a month and is determined by the normal retirement eligibility
requirements of this Act or of Chapter 358, Acts of the 48th Legislature, Regular
Session, 1943 (Article 6243g, Vernon's Texas Civil Statutes), as applicable, in effect
on the requested DROP entry date. A member who enters DROP on or after January
1, 2005, may not have a DROP entry date that occurs before the date the pension
system receives the member's request to participate in DROP.

SECTION 3.17. Section 12, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by adding Subsections (b-1), (d-1), (o-1), (1), (s), and (t) and amending
Subsections (d), (f), (g), (h), (), (k), (m), (0), and (p) to read as follows:
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(b-1) Notwithstanding Subsection (b) of this section, for DROP participation
beginning on or after January 1, 2005, a member must meet the normal retirement
eligibility requirements under Section 10(b) or (c) of this Act to be eligible to elect to
participate in DROP. This subsection does not apply to a member who:

(1) met the eligibility requirements under Section 10(b) of this Act in effect
before January 1, 2005; or

(2) before January 1, 2005, had at least five years of credited service and a
combination of years of age and years of credited service, including parts of years, the
sum of which equaled or was greater than 68.

(d) Credited service and normal retirement benefits cease to accrue on the day
preceding the member's DROP entry date. The period of a member's DROP
participation, unless revoked as provided by Subsection (j) of this section, begins on
the DROP participant's DROP entry date and ends on the date of the DROP
participant's last day of active service with the city or the pension system. On the first
day of the month following the month in which the pension board approves the
member's DROP election, the DROP election becomes effective and the pension
board shall establish a DROP account for the DROP participant. For each month
during the period of DROP participation before a DROP participant's termination of
employment, the following amounts shall be credited to the DROP participant's
DROP account, including prorated amounts for partial months of service:

(1) an amount equal to what would have been the DROP participant's
monthly normal retirement benefit if the DROP participant had retired on the DROP
participant's DROP entry date, except that the monthly amount shall be computed
based on the DROP participant's credited service and average monthly salary as of the
DROP entry date and the benefit accrual rates and maximum allowable benefit
applicable on the DROP election date, with the cost-of-living adjustments payable
under Subsection (s) of this section, if any, that would apply if the DROP participant
had retired on the DROP participant's DROP entry date; and
(2) subject to Subsection (d-1) of this section, [fer-a—sreup-A—tmember—the

O P ©

]

[63] interest on the DROP participant's DROP account balance computed at
a rate determined by the pension board and compounded at intervals designated by the
pension board, but at least once in each 13-month period.
(d-1) Beginning January 1, 2018, the pension board shall establish the interest
rate applicable under Subsection (d)(2) of this section as of January 1 of each year at a
rate:

(1) except as provided by Subdivision (2) of this subsection, equal to half
the pension system's five-year investment return based on a rolling five-fiscal-year
basis and net of investment expenses; and

(2) that may not be less than 2.5 percent or more than 7.5 percent.

(f) The period for credits to a DROP participant's DROP account includes each
month beginning with the DROP participant's DROP entry date through the date the
DROP participant terminates employment with the city or the pension system. Credits
may not be made to a DROP participant's DROP account for a period that occurs after
the date the DROP participant terminates employment, except that interest at a rate
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determined by the pension board may be paid on the person's undistributed DROP
account balance after the date the person terminates employment. A DROP participant
must pay required contributions to the pension system for all time in DROP that
would otherwise constitute service in order to receive allowable credits to the DROP
participant's DROP account.

(g) A DROP participant who terminates employment is eligible to elect to
receive the DROP participant's DROP benefit in a lump sum, in substantially equal
periodic payments, [e#] in a partial lump sum followed by substantially equal periodic
payments, or in partial payments from the participant's DROP account, in a manner
and form determined by the pension board. The pension board may establish
procedures concerning partial payments under this subsection, including limitations
on the timing and frequency of those payments. A participant who elects partial
payments may elect to receive the participant's entire remaining DROP account
balance in a single lump-sum payment. The pension board shall determine a
reasonable time for lump-sum and periodic payments of the DROP benefit. [An

3+ a S 10 40 0 D

of 19%86—as-amended:] All distributions and changes in the form of distribution must
be made in a manner and at a time that complies with that provision of the Internal
Revenue Code of 1986, as amended.

(h) If a DROP participant dies before the full distribution of the DROP
participant's DROP account balance, the undistributed DROP account balance shall
be distributed to the DROP participant's surviving spouse, if any, in a lump-sum
payment within a reasonable time after the pension board has determined that the
surviving spouse is eligible for the distribution. If there is no surviving spouse, each
beneficiary of the DROP participant [partieipant-s—benefieiary], as designated in the
manner and on a form established by the pension board, is eligible to receive the
beneficiary's applicable portion of the deceased DROP participant's undistributed
DROP account balance in a lump-sum payment within a reasonable time after the
pension board has determined that the beneficiary is eligible for the distribution. If no
beneficiary is designated, the undistributed DROP account balance shall be distributed
to the deceased participant's [member's] estate.

(J) An election to participate in the DROP is irrevocable, except that:

(1) if a DROP participant is approved for a service disability pension, the
DROP participant's DROP election is automatically revoked; and

(2) if a DROP participant dies, the surviving spouse, if any, or the
beneficiary, if any, may elect to revoke the DROP participant's DROP election, at a
time and in a manner determined by the pension board, only if the revocation occurs
before a distribution from the DROP participant's DROP account or the payment of a
survivor benefit under this Act or Chapter 358, Acts of the 48th Legislature, Regular
Session, 1943 (Article 6243g, Vernon's Texas Civil Statutes)[;-ane
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(k) On revocation of a DROP election under Subsection (j) of this section, the
DROP account balance becomes zero, and a distribution of DROP benefits may not
be made to the participant [member], the participant's [smember's] surviving spouse,
or the participant's [members| beneficiaries. In the event of revocation, the benefits
based on the participant's [member's] service are determined as if the participant's
[members] DROP election had never occurred.

(m) If an unanticipated actuarial cost occurs in administering the DROP, the
pension board, on the advice of the pension system [systesmr's| actuary, may take
action necessary to mitigate the unanticipated cost, including refusal to accept
additional elections to participate in the DROP [plan]. The pension system shall
continue to administer the DROP [plar] for the DROP participants participating in the
DROP [planr] before the date of the mitigating action.

(o) Except as provided by Subsection (0-1) of this section, on [©#] termination
of employment, a DROP participant shall receive a normal retirement pension under
Section 10 of this Act or under Section 11, 22A, or 24 of Chapter 358, Acts of the
48th Legislature, Regular Session, 1943 (Article 6243g, Vernon's Texas Civil
Statutes), as those sections read on the day preceding the participant's DROP entry
date, as applicable, except that the credited service under that section is the member's
credited service as of the day before the member's DROP entry date, the benefit
accrual rate applicable to the credited service shall be the benefit accrual rate in effect
on the member's DROP election date, the maximum allowable benefit shall be the
maximum allowable benefit in effect on the member's DROP election date, and the
member's average monthly salary is the average monthly salary determined as of the
later [date] of the member's DROP entry date or January 1, 2005, as applicable
[termination-of-employment]. The DROP participant's normal retirement pension is
increased by any cost-of-living adjustments applied to the monthly credit to the
member's DROP account under Subsection (d)(1) of this section during the member's
participation in the DROP. Cost-of-living adjustments applicable to periods after the
date of the DROP participant's termination of employment are based on the DROP
participant's normal retirement pension computed under this subsection or Subsection
(o-1) of this section, as applicable, excluding any cost-of-living adjustments.

(0-1) On termination of employment, and before any benefit or DROP payment,
a DROP participant who is an option-eligible participant shall make the required
election under Section 11 of this Act. If the option-eligible participant elects a J&S
Annuity, the DROP account, including all DROP credits, shall be recalculated from
the DROP entry date to termination of employment as provided by Subsection (o) of
this section as if the J&S Annuity was selected to be effective as of the DROP entry
date.

" (p) If a DROP election is not revoked under Subsection (j) of this section, the
survivor benefit payable to an eligible survivor of a deceased DROP participant under
Section 14 of this Act is computed as a percentage of the monthly ordinary disability
pension that the member would have been eligible to receive had the member suffered
a disability the day before the member's DROP entry date, except that the ordinary
disability pension is computed based on the DROP participant's credited service as of
the day before the DROP participant's DROP entry date, the benefit accrual rate
applicable to the credited service as of the DROP participant's DROP election date,
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and the DROP participant's average monthly salary as of the later [date] of the DROP
participant's DROP entry date or January 1, 2005, as applicam[dea{-h]. A surviving
spouse, if any, of a DROP participant who dies from a cause directly resulting from a
specific incident in the performance of the DROP participant's duties for the city or
the pension system is ineligible to receive enhanced survivor benefits under Section
14(c) of this Act unless the DROP election is revoked under Subsection (j)(2) of this
section and the surviving spouse receives a survivor benefit as otherwise provided by
this subsection.

(r) Except as provided by Subsection (s) of this section, the pension system may
not credit a DROP account with a cost-of-living adjustment percentage on or after
February 1, 2018.

(s) On or after February 1, 2018, and for future credit only, the pension system
shall credit a cost-of-living adjustment percentage, not compounded, to the DROP
account of a DROP participant who was at least 62 years of age as of January 1 of the
year in which the increase is made.

(t) The pension board may establish deadlines for the submission of any
information, document, or other record pertaining to DROP.

SECTION 3.18. Sections 13(a), (b), and (c), Chapter 88 (H.B. 1573), Acts of
the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil
Statutes), are amended to read as follows:

(a) A member who has completed five or more years of credited service and
who becomes disabled is eligible, regardless of age, for an ordinary disability
retirement and shall receive a monthly dlsablhty pen51on computed in accordance
with Section 10(d) of this Act SFOH
members|.

(b) A member who is disabled by reason of a personal injury sustained or a
hazard undergone as a result of, and while in the performance of, the member's
employment duties at some definite place and at some definite time on or after the
date of becoming a member, without serious and wilful misconduct on the member's
part, is eligible for a service disability retirement and shall receive a monthly disability
pension equal to the greater of:

(1) the monthly normal retlrement pension computed under Section 10(d) of

—

this Act [

(2) 20 percent of the member ] monthly salary on the date the injury
occurred or the hazard was undergone.

(c) In addition to the monthly disability pension under Subsection (b)(2) of this
section, a group A member shall receive one percent of the salary under Subsection
(b)(2) of this section for each year of credited service. The total disability pension
computed under Subsection (b)(2) of this section may not exceed the greater of:

(1) 40 percent of that monthly salary; or

(2) the monthly normal retirement pensmn computed in accordance with
Section 10(d) of this Act a—SrOup Ferbe eetion e f—p
fmember|.
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SECTION 3.19. Section 14, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (a), (b), (c), (d), (e), and (h) and adding
Subsection (b-1) to read as follows:

(a) Except as provided by Section 11 or [Seetiorr] 12 of this Act, the pension
board shall order survivor benefits to be paid to an eligible survivor in the form of a
monthly allowance under this section if:

(1) a member or former member of group A or group B dies from any cause
after the completion of five years of credited service with the city or the pension
system,;

(2) while in the service of the city or the pension system, a member dies
from any cause directly resulting from a specific incident in the performance of the
member's duty; [ef]

(3) a member of group A or group B dies after the date the member retires
on a pension because of length of service or a disability and the member leaves an
eligible survivor; or

4) a member of group D dies from any cause after the completion of five
years of credited service with the city or the pension system if the member on the date
of the member's death was still in service with the city or the pension system.

(b) A surviving spouse of a member described by Subsection (a)(1) or (4) of this

section [erformermember] who dies while still in [diesafter-having—ecompletediive

years-of-eredited] service with the city or the pension system [;-but-before-beginning
to-reeetveretirement-benefits;] is eligible for a sum equal to the following applicable

percentage [+00-pereent] of the retirement benefits to which the deceased member or
former member would have been eligible had the member been totally disabled with
an ordinary disability at the time of the member's last day of credited service:

(1) 80 percent, if the member's death occurs on or after the };ear 2017
effective date and the spouse was married to the member for at least one continuous
year as of the member's date of death, except that the allowance payable to the
surviving spouse may not be less than $100 a month; or

(2) 50 percent, if the member's death occurs on or after the year 2017
effective date and the spouse was married to the member for less than one continuous
year as of the date of the member's death.

(b-1) A surviving spouse of a former member described by Subsection (a)(1) of
this section who dies on or after the year 2017 effective date while not in the service
of the city or the pension system and before the member's retirement commenced, is
eligible for a sum equal to 50 percent of the deceased former member's normal
accrued pension at the time of the deceased former member's last day of credited
service. Benefits under this subsection first become payable on the date the former
member would have become eligible to begin receiving a pension. If the surviving
spouse elects for earlier payment, in a time and manner determined by the pension
board, the actuarial equivalent of that amount shall be payable at that earlier date.
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(c) A surviving spouse of a member described by Subsection (a)(2) of this
section who dies from a cause directly resulting from a specific incident in the
performance of the member's duty with the city or the pension system, without
serious or wilful misconduct on the member's part, is eligible for a sum equal to 80
[+06] percent of the deceased member's final average salary. -

(d) A surviving spouse of a retiree described by Subsection (a)(3) of this section
who dies after having received retirement benefits is eligible for a sum equal to the
following applicable percentage [+00—pereent] of the retirement benefits being
received at the time of the retiree's death, including any applicable [—Fhe]
cost-of-living adjustment in the survivor benefit under Section 10(h) of this Act [is]
computed based on the unadjusted normal retirement pension of the deceased retiree:

(1) 80 percent, if the retiree's death occurs on or after the year 2017
effective date and the retiree separated from service with the city or pension system
before the year 2017 effective date;

(2) 80 percent, if the retiree's death occurs on or after the year 2017
effective date and the retiree separated from service with the city or pension system on
or after the year 2017 effective date, provided the surviving spouse was married to the
retiree at the time of the retiree's death and for at least one continuous year as of the
date of the retiree's separation from service; or

(3) 50 percent, if both the retiree's separation from service and death occur
on or after the year 2017 effective date and the surviving spouse was married to the
retiree at the time of the retiree's death for less than one continuous year as of the date
of the retiree's separation from service.

(e) If there 1s a surviving spouse, each dependent child shall receive a survivor
benefit equal to 10 percent of the pension the member would have received if the
member had been disabled at the time of death up to a maximum of 20 percent for all
dependent children, except that if the total amount payable to the surviving spouse
and dependent children is greater than 80 [+88] percent of the benefit the member
would have received, the percentage of benefits payable to the surviving spouse shall
be reduced so that the total amount is not greater than 80 [+08] percent of the benefit
the member would have received, and the reduction shall continue until the total
amount payable to the surviving spouse and dependent child, if any, would not be
greater than 80 [+88] percent of the benefit the member would have received.

(h) If a retiree dies and there is no eligible survivor, the retiree's spouse, if any,
or if there is no spouse, the retiree's estate, is eligible to receive a lump-sum payment
of the unamortized balance of the retiree's accrued employee contributions, if any,
other than contributions after the DROP entry date, as determined by an amortization
schedule and method approved by the pension board. A pension payable to a retiree
ceases on the last day of the month [preeeding—the—enthk| of the retiree's death. A
survivor benefit payable to an eligible survivor is effective on the first day of the
month following the month of the retiree's death and ceases on the last day of [menth
preeeding| the month of the eligible survivor's death or on the last day of the month in
which the survivor otherwise ceases to be eligible to receive a survivor's benefit.

SECTION 3.20. Sections 16(a) and (e), Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil
Statutes), are amended to read as follows:
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(a) Notwithstanding any other provision of this Act, the pension board may pay
to a member, deferred participant, eligible survivor, alternate payee, or beneficiary in a
lump-sum payment the present value of any benefit payable to such a person that is
less than $20,000 [$3+8;600] instead of paying any other benefit payable under this
Act. If the lump-sum present value of the benefit is at least $1,000 [$5;060] but less
than $20,000 [$+8;800], the pension board may make a lump-sum payment only on
written request by the member, deferred participant, eligible survivor, alternate payee,
or other beneficiary. The pension board shall make any payment under this subsection
as soon as practicable after eligibility under this section has been determined by the
pension board.

(e) A member who is reemployed by the city or the pension system and who has
at least two years of continuous credited service after reemployment may reinstate
service for which the member received a lump-sum payment under this section by
paying into the pension fund the amount of the lump-sum payment, plus interest on
that amount at the applicable assumed rate of return [six—pereent—per—year], not
compounded, from the date the lump-sum payment was made to the member until the
date of repayment to the pension fund.

SECTION 3.21. Section 17, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended by amending Subsections (a), (c), (d), (e), (f), (g), (h), (i), (j), (k), and (1) and
adding Subsections (c-1), (c-2), (q), (r), and (s) to read as follows:

(a) A member who terminates employment with the city involuntarily due to a
reduction in workforce, as determined by the pension board, before the member
becomes eligible for a normal retlrement pens1on or attains five years of credlted
service, is eligible to [by-w h y
eleetion—te] leave the person's contrlbutlons in the pens1on fund untll the ﬁrst
anniversary of the date of termination. If during that period the person is reemployed
by the city and has not withdrawn the person's contributions, all rights and service
credit as a member shall be immediately restored without penalty. If reemployment
with the city does not occur before the first anniversary of the date of termination, all
payments made by the person into the pension fund by salary deductions or other
authorized contributions shall be refunded to the person without interest. If the person
is subsequently reemployed, the person may have credit restored, subject to the
provisions applicable at the time of reemployment.

(c) A former member of group A or group B whose employment is terminated
for a reason other than death or receipt of a retirement or disability pension after the
completion of five years of credited service may elect, in a manner determined by the
pension board, to receive a deferred retirement pension that begins on the member's
effective retirement date after the member attains the eligibility requirements for
normal retirement under Section 10 of this Act as it ex1sted on the member's last day

The amount of monthly beneﬁt shall be cornputed in the same manner as for a normal
retirement pension, but based on average monthly salary and credited service as of the
member's last day of credited service and subject to the provisions of this Act or
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Chapter 358, Acts of 48th Legislature, Regular Session, 1943 (Article 6243g,
Vernon's Texas Civil Statutes), in effect on the former member's last day of credited
service.

(c-1) A former member of group D whose employment is terminated for a
reason other than death or receipt of a retirement or disability pension after the
completion of five years of credited service may elect, in a manner determined by the
pension board, to receive a deferred normal retirement pension that begins on the
former member's effective retirement date after the member attains 62 years of age.
The amount of a monthly benefit under this subsection shall be computed in the same
manner as a normal retirement pension, except the benefit shall be based on the
average monthly salary and credited service of the former member as of the former
member's last day of credited service and subject to the provisions of this Act in effect
on the former member's last day of credited service.

(c-2) A former member of group D whose employment is terminated for a
reason other than death or receipt of a retirement or disability pension and who has
met the minimum years of credited service to receive an early reduced retirement
pension under Section 10(e) of this Act on attaining the required age, may elect, in a
manner determined by the pension board, to receive a deferred early retirement
pension that begins on the former member's effective retirement date after the member
attains the required age under Section 10(e) of this Act. The amount of monthly
benefit shall be computed in the same manner as for an early retirement pension under
Section 10(e) of this Act, except that the benefit shall be based on the average
monthly salary and credited service of the former member as of the former member's
last day of credited service and subject to the provisions of this Act in effect on the
former member's last day of credited service.

(d) If a member dies while still employed by the city, whether eligible for a
pension or not, and Sections 12 and 14 of this Act do not apply, all of the member's
rights in the pension fund shall be satisfied by the refund to the member's spouse

[designated-beneftetary], if any, or if there is no spouse [designated-benefieiary], to

the member's estate, of all eligible payments, if any, made by the member into the
pension fund, Wlthout interest.

whteh—the mer—nember—wod e—eheible eeetve—o asten-| If there is no
eligible survivor of the former member, all of the former member's rights in the
pension fund shall be satisfied by the refund to the former member's spouse
[designated-benefieiary|, if any, or if there is no spouse [designated-benefietary|, to
the former member's estate, of all eligible payments made by the former member into
the pension fund by way of employee contributions, without interest.

(f) This Act does not change the status of any former member of the predecessor
system whose services with the city or the pension system were terminated under
Chapter 358, Acts of the 48th Legislature, Regular Session, 1943 (Article 6243g,
Vernon's Texas Civil Statutes), except as otherwise expressly provided. Refunds of
contributions made under this section shall be paid to the departing member, the
member's spouse [benefietary|, or the member's estate on written request and
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approval by the pension board in a lump sum, except that if the pension board
determines that funds are insufficient to justify the lump-sum payment, the payment
shall be refunded on a monthly basis in amounts determined by the pension board.

(g) If a deferred participant is reemployed by the city or the pension system
before receiving a deferred retirement pension or if a retiree is reemployed by the city
or the pension system, Subsections (h) and (j) of this section apply to the computation
of the member's pension following the member's subsequent separation from service
if the member was a member on or after May 11, 2001, and is not otherwise subject to
Subsection (q) of this section.

(h) If a member described in Subsection (g) of this section accrues not more than
two years of continuous credited service after reemployment:

(1) the portion of the member's deferred or normal retirement pension
attributable to the member's period of credited service accrued before the date of the
member's original or previous separation from service is computed on the basis of the
applicable provisions of this Act or the predecessor system that were in effect on the
member's last day of credited service for the original or previous period of credited
service;

(2) the portion of the member's deferred or normal retirement pension
attributable to the member's period of credited service accrued after the date of the
member's reemployment by the city or the pension system is computed on the basis of
the applicable provisions of this Act or the predecessor system in effect on the
member's last day of credited service for the subsequent period of credited service;
and

(3) the disability pension or survivor benefit attributable to the member's
period of credited service accrued both before the date of the member's original or
previous separation from service and after the date of the member's reemployment by
the city or the pension system is computed on the basis of the applicable provisions of
this Act or the predecessor system that were in effect on the member's last day of
credited service for the original or previous period of credited service.

(i) Subject to Subsection (1) of this section, the disability pension or survivor
benefit under Subsection (h)(3) of this section is computed by adding the following
amounts:

(1) the amount of the benefit derived from the member's credited service
accrued after the date of reemployment based on the benefit accrual rate in effect on
the member's last day of original or previous credited service in the group in which
the member participated on the member's last day of subsequent credited service; and

(2) the amount of the benefit the member, beneficiary, or eligible survivor
was eligible to receive based on the member's original or previous credited service
and the provisions in effect on the member's last day of original or previous credited
service.

(j) If a [the] member described by Subsection (g) of this section accrues more
than two years of continuous credited service after reemployment, for purposes of
future payment only, a deferred retirement pension, normal retirement pension,
disability pension, or survivor benefit is computed on the basis of the applicable
provisions of this Act or the predecessor system in effect on the member's last day of
credited service for the subsequent service.
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(k) Notwithstanding any other provision of this Act, if a retiree is reemployed by
the city or the pension system and becomes a member, the retiree's pension under this
Act ceases on the day before the date the retiree is reemployed. Payment of the
pension shall be suspended during the period of reemployment and may not begin
until the month following the month in which the reemployed retiree subsequently
terminates employment. On subsequent separation, benefits payable are computed
under Subsections (h) and (j) of this section, as applicable. If the reemployed retiree
receives any pension during the period of reemployment, the retiree shall return all of
the pension received during that period to the pension system not later than the 30th
day after the date of receipt. If the reemployed retiree does not timely return all of the
pension, the pension board shall offset the amount not returned against the payment of
any future retirement pension, disability pension, DROP balance, or survivor benefit
payable on behalf of the reemployed retiree, plus interest on the disallowed pension at
the applicable assumed rate of return, not compounded, from the date the reemployed
retiree received the disallowed pension to the date of the offset on the disallowed
pension.

() Except as provided by Section 14 of this Act, if [H] a member is covered by
Subsection (h) of this section and has made an election or was eligible to make an
election under Section 11 of this Act or an optional annuity election under Section 29,
Chapter 358, Acts of the 48th Legislature, Regular Session, 1943 (Article 6243g,
Vernon's Texas Civil Statutes), or has received a pension computed on the basis of an
optional annuity election, the optional annuity election, including any designation of
an eligible designated survivor, governs the payment of any pension or benefit for the
period of service covered by the optional annuity election, and no other survivor
benefit is payable for that period of service. If a member meets the requirements of
Subsection (j) of this section and has made an optional annuity election or has
received a pension computed on the basis of an optional annuity election, the optional
annuity election, including any designation of an eligible designated survivor, shall
control the payment of any pension or benefit, and no other survivor benefit is payable
unless the member elects, not later than the 90th day after the date of the separation of
employment and before payment of a pension, to revoke the optional annuity election
for future payment of benefits. If revocation occurs, any survivor benefit is paid under
Subsection (j) of this section.

(q) Subsections (g) through (1) of this section do not apply to the calculation of
any benefit for or attributable to the period of service following:

(1) the employment or reemployment of a member hired or rehired on or
after January 1, 2005; or

(2) the reemployment of a deferred retiree or retiree who is reemployed in a
pension system covered position before January 1, 2005, but for a period of two years
or less of continuous credited service.

(r) If a deferred retiree or retiree subject to Subsection (q)(2) of this section is
reemployed in a pension system covered position, the retiree's pension due on the
retiree's subsequent retirement shall be computed as follows:
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(1) the portion of the retiree's pension attributable to the retiree's periods of
credited service that accrued before the retiree's reemployment shall be calculated on
the basis of the schedule of benefits for retiring members that was in effect at the time
of the member's previous termination or terminations of employment; and

(2) the portion of the member's pension attributable to the member's period
of credited service that accrued after the member's reemployment shall be calculated
on the basis of the schedule of benefits for retiring members that is in effect at the time
of the member's subsequent retirement.

(s) The computation under Subsection (r) of this section may not result in a
lower pension benefit amount for the previous service of the retiree than the pension
benefit amount the retiree was eligible to receive for the retiree's previous service
before the date of reemployment.

SECTION 3.22. Section 18(d), Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
amended to read as follows:

(d) The military service credited under Subsection (¢) of this section:

(1) may not exceed a total of 60 months; and
(2) may be claimed as serv1ce solely in the group in which the member
participates [A—es mbe fp embe Z member| at the
time the member clalms the service [rand

SECTION 3.23. Sections 24(h) and (i), Chapter 88 (H.B. 1573), Acts of the
77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil
Statutes), are amended to read as follows:

(h) Contributions may not accumulate under the excess benefit plan to pay
future retirement benefits. The executive director shall reduce each payment of
employer contributions that would otherwise be made to the pension fund under
Section 8A [8] of this Act by the amount determined to be necessary to meet the
requirements for retirement benefits under the plan, including reasonable
administrative expenses, until the next payment of municipal contributions is expected
to be made to the pension fund. The employer shall pay to the plan, from the withheld
contributions, not earlier than the 30th day before the date each distribution of
monthly retirement benefits is required to be made from the plan, the amount
necessary to satisfy the obligation to pay monthly retirement benefits from the plan.
The executive director shall satisfy the obligation of the plan to pay retirement
benefits from the employer contributions transferred for that month.

(1) Employer contributions otherwise required to be made to the pension fund
under Section 8A [8] of this Act and to any other qualified plan shall be divided into
those contributions required to pay retirement benefits under this section and those
contributions paid into and accumulated to pay the maximum benefits required under
the qualified plan. Employer contributions made to provide retirement benefits under
this section may not be commingled with the money of the pension fund or any other
qualified plan.



Monday, May 1, 2017 SENATE JOURNAL 1493

SECTION 3.24. Section 8(d), Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), is
repealed.

SECTION 3.25. (a) The change in law made by this Act to Section 2, Chapter
88 (H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes), applies only to the appointment or election of a trustee
of the board of trustees of the pension system established under that law that occurs
on or after the effective date of this Act.

(b) A person who is serving as a trustee immediately before the effective date of
this Act may continue to serve for the remainder of the trustee's term, and that
trustee's qualifications for serving as a trustee for that term are governed by the law in
effect immediately before the effective date of this Act.

SECTION 3.26. The pension system established under Chapter 88 (H.B. 1573),
Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes), shall require the pension system actuary to prepare the first actuarial
experience study required under Section 8D, Chapter 88 (H.B. 1573), Acts of the 77th
Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas Civil Statutes), as
added by this Act, not later than September 30, 2021.

ARTICLE 4. PROVISIONS APPLICABLE TO EACH PUBLIC RETIREMENT
SYSTEM SUBJECT TO ACT

SECTION 4.01. Chapter 107, Local Government Code, is amended by adding
Section 107.0036 to read as follows:

Sec. 107.0036. VOTER APPROVAL REQUIRED FOR CERTAIN PENSION
FUND OBLIGATIONS. (a) This section applies only to a public pension fund
subject to:

(1) Article 6243¢.2(1), Revised Statutes;

(2) Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular Session,
2001 (Article 6243h, Vernon's Texas Civil Statutes); and

(3) Article 6243g-4, Revised Statutes.

(b) A municipality may issue an obligation under Section 107.003 to fund all or
any part of the unfunded liability of a public pension fund subject to this section only
if the issuance is approved by a majority of the qualified voters of the municipality
voting at an election held for that purpose.

SECTION 4.02. Section 107.0036, Local Government Code, as added by this
Act, applies only to obligations for which the governing body of a municipality
executes an agreement under Section 107.003(b), Local Government Code, on or after
the effective date of this Act.

ARTICLE 5. CONFLICTING LEGISLATION; EFFECTIVE DATE

SECTION 5.01. If this Act conflicts with any other Act of the 85th Legislature,
Regular Session, 2017, this Act controls unless the conflict is expressly resolved by
the legislature by reference to this Act.

SECTION 5.02. This Act takes effect July 1, 2017, if it receives a vote of
two-thirds of all the members elected to each house, as provided by Section 39,
Article III, Texas Constitution. If this Act does not receive the vote necessary for
effect on that date, this Act takes effect September 1, 2017.

The amendment to CSSB 2190 was read.
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Senator Huffman offered the following amendment to Floor Amendment No. 1:
Floor Amendment No. 2

Amend the proposed Floor Amendment No. 1 to CSSB 2190 (85R22538) as
follows:

(1) In Section 1.14 of the bill, in added Section 13H(a), Article 6243¢.2(1),
Revised Statutes (page 45, line 1), strike "validation and confirmation”" and substitute
"a determination”.

(2) In Section 2.11 of the bill, in added Section 9G(a), Article 6243g-4, Revised
Statutes (page 85, line 13), strike "validation and confirmation" and substitute "a
determination". -

(3) In Section 3.11 of the bill, in added Section 8I(a), Chapter 88 (H.B. 1573),
Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes) (page 181, line 9), strike "validation and confirmation" and substitute
"a determination”.

The amendment to Floor Amendment No. 1 to CSSB 2190 was read and was
adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 2.

Senator Huffman offered the following amendment to Floor Amendment No. 1:
Floor Amendment No. 3

Amend the proposed Floor Amendment No. 1 to CSSB 2190 (85R22538) as
follows:

(1) In SECTION 1.01 of the bill, in added Section 1(13-c), Article 6243¢.2(1),
Revised Statutes (page 5, lines 29 and 30), strike "excluding the legacy liability,".

(2) In SECTION 1.06 of the bill, in added Section 3A(b)(1), Article 6243¢.2(1),
Revised Statutes (page 14, line 15), between "article" and the underlined semicolon,
insert ", except and only to the extent necessary to comply with federal law".

(3) In SECTION 1.14 of the bill, in added Section 13B(h), Article 6243¢.2(1),
Revised Statutes (page 31, line 20), strike "(a)(2)" and substitute "(a)(4)".

(4) In SECTION 2.03 of the bill, in added Section 2(4-c), Article 6243g-4,
Revised Statutes (page 50, lines 14 and 15), strike "excluding the legacy liability,".

(5) In SECTION 2.03 of the bill, in added Section 2(13-a)(B), Article 6243g-4,
Revised Statutes (page 52, line 3), strike "March 31, 2018, in accordance with Section
9B(j)" and substitute "December 31, 2017, in accordance with Section 9B(j)(2)".

" (6) In SECTION 2.11 of the bill, in added Section 9A(h), Article 6243g-4,
Revised Statutes (page 70, line 28), strike "(a)(2)" and substitute "(a)(4)".

(7) In SECTION 2.11 of the bill, in added Section 9B(a)(1), Article 6243g-4,
Revised Statutes (page 71, line 8), between "June 30, 2016" and the underlined
semicolon, insert ", or, if actuarial data is not provided, on estimates of actuarial data".

(8) In SECTION 2.11 of the bill, in added Section 9B(d)(2), Article 6243g-4,
Revised Statutes (page 73, line 12), strike "March 31, 2018, in accordance with
Subsection (j)" and substitute "December 31, 2017, in accordance with Subsection
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(9) In SECTION 2.11 of the bill, strike added Section 9B(j)(2), Article 6243g-4,
Revised Statutes (page 75, lines 4 through 15), and substitute the following:

(2) subject to Subsection (k) of this section, if the board rescinds benefit
changes under Subdivision (1) of this subsection or pension obligation bond proceeds
are not delivered on or before December 31, 2017, the initial risk sharing valuation
study shall be prepared again and restated without assuming the delivery of the
pension obligation bond proceeds, the later delivery of pension obligation bond
proceeds, or the rescinded benefit changes, as applicable, and the resulting city
contribution rate will become effective in the fiscal year following the completion of
the restated initial risk sharing valuation study.

(10) In SECTION 2.29 of the bill, in added Section 27(c)(1), Article 6243g-4,
Revised Statutes (page 125, line 17), between "article" and the underlined semicolon,
insert ", except and only to the extent necessary to comply with federal law".

(11) In SECTION 3.01 of the bill, in added Section 1(11-g)(A)(ii), Chapter 88
(H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes) (page 132, line 25), strike "March 31, 2018, in
accordance with Section 8C(j)" and substitute "December 31, 2017, in accordance
with Section 8C(j)(2)".

(12) In SECTION 3.05 of the bill, in added Section 3(0)(1), Chapter 88 (H.B.

1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 147, line 28), between "Act" and the underlined
semicolon, insert ", except and only to the extent necessary to comply with federal
law".
" (13) In SECTION 3.11 of the bill, in added Section 8C(b)(1), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 166, lines 5 and 6), strike "or, if actuarial data is not
available, estimates of actuarial data".

(14) In SECTION 3.11 of the bill, in added Section 8C(b)(2), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 166, lines 9 and 10), strike "or, if actuarial data is not
available, estimates of actuarial data".

(15) In SECTION 3.11 of the bill, in added Section 8C(d)(2), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 168, line 5), strike "March 31, 2018, in accordance with
Subsection (j)" and substitute "December 31, 2017, in accordance with Subsection
Q)"

" (16) In SECTION 3.11 of the bill, strike added Section 8C(e), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 168, lines 9 through 22), and substitute the following:

(e) If the city actuary does not prepare an initial risk sharing valuation study for
purposes of this section, the pension system actuary's initial risk sharing valuation
study will be used as the final risk sharing valuation study for purposes of this Act
unless the city did not prepare a proposed initial risk sharing valuation study because
the pension system actuary did not provide the necessary actuarial data in a timely
manner. If the city did not prepare a proposed initial risk sharing valuation study
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because the pension system actuary did not provide the necessary actuarial data in a
timely manner, the city actuary shall have 60 days to prepare the proposed initial risk
sharing valuation study on receipt of the necessary information.

(17) In SECTION 3.11 of the bill, strike added Section 8C(j)(2), Chapter 88
(H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h,
Vernon's Texas Civil Statutes) (page 169, line 28, through page 170, line 10), and
substitute the following:

(2) subject to Subsection (k) of this section, if the pension board rescinds
benefit changes under Subdivision (1) of this subsection or pension obligation bond
proceeds are not delivered on or before December 31, 2017, the initial risk sharing
valuation study shall be prepared again and restated without assuming the delivery of
the pension obligation bond proceeds, the later delivery of pension obligation bond
proceeds, or the rescinded benefit changes, as applicable, including a reamortization
of the city contribution amount for the amortization period remaining for the legacy
liability, and the resulting city contribution rate and city contribution amount will
become effective in the fiscal year following the completion of the restated initial risk
sharing valuation study.

The amendment to Floor Amendment No. 1 to CSSB 2190 was read and was
adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 3.

Senator Huffman offered the following amendment to Floor Amendment No. 1:
Floor Amendment No. 4

Amend the proposed Floor Amendment No. 1 to CSSB 2190 (85R22538) as
follows:

(1) In the recital to SECTION 1.01 of the bill (page 1, lines 6 and 7), between
"(3)," and "(13-a)", insert "(12),".

(2) In SECTION 1.01 of the bill, immediately following added Section 1(11-a),
Article 6243e.2(1), Revised Statutes (page 4, between lines 11 and 12), insert the
following:

(12) "Fund," except as provided by Sections 1C and 1D of this article or
unless the context requires otherwise, means a firefighters’ relief and retirement fund
established under this article.

(3) In SECTION 1.01 of the bill, in added Section 1(15-b), Article 6243¢.2(1),
Revised Statutes (page 6, line 28), between "service" and "in", insert ", including all
firefighters participating in an alternative retirement plan established under Section 1C
of this article,".

(4) In SECTION 1.01 of the bill, strike amended Section 1(16), Article
6243¢.2(1), Revised Statutes (page 7, line 26, through page 8, line 4), and substitute
the following:

(16) "Salary" means wages as defined by Section 3401(a) of the code, [the

amountsnchadabletpgrossineome-ofamember| plus any amount not includable in
gross income under Section 104(a)(1), Section 125, Section 132(f), Section 402(g)(2)

[462te)3-erh)], Section 457 [483¢b)], or Section 414(h)(2) [4H4th)] of the code,
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except that with respect to amounts earned on or after the year 2017 effective date,
salary excludes overtime pay received by a firefighter or the amount by which the
salary earned by a firefighter on the basis of the firefighter's appointed position
exceeds the salary of the firefighter's highest tested rank.

(5) In the recital to SECTION 1.02 of the bill (page 9, line 16), strike "and 1D"
and substitute "1D, and 1E".

(6) In SECTION 1.02 of the bill, strike added Section 1C, Article 6243¢.2(1),
Revised Statutes (page 10, lines 19 through 22), and substitute the following:

Sec. 1C. ALTERNATIVE RETIREMENT PLANS. (a) In this section, "fund"
means the retirement, disability, or death benefit plan established under this article for
firefighters other than an alternative retirement plan established under this section.

(b) Notwithstanding any other law, including Section 13G of this article, and
except as provided by Subsection (e) of this section, the board and the municipality
may enter into a written agreement to offer an alternative retirement plan or plans,
including cash balance retirement plans, if both parties consider it appropriate.

(c) Notwithstanding any other law, including Section 13G of this article, and
except as provided by Subsection (e) of this section, if, on or after September 1, 2021,
the funded ratio of the fund is less than 65 percent as determined in a final risk sharing
valuation study prepared under Section 13B of this article without making any
adjustments under Section 13E or 13F of this article, or if, on or after September 1,
2021, the funded ratio of the fund is less than 65 percent as determined in a revised
and restated risk sharing valuation study prepared under Section 13B(a)(7) of this
article, the board and the municipality shall, as soon as practicable but not later than
the 60th day after the date the determination is made:

(1) enter into a written agreement to establish, as an alternative retirement
plan under this section, a cash balance retirement plan that complies with Section 1D
of this article; and

(2) require each firefighter hired by the municipality on or after the date the
cash balance retirement plan is established to participate in the cash balance retirement
plan established under this subsection instead of participating in the fund, provided
the firefighter would have otherwise been eligible to participate in the fund.

(d) Notwithstanding any other law, including Section 13G of this article, and
except as provided by Subsection (e) of this section, if, on or after September 1, 2021,
the board and the municipality fail to establish a cash balance retirement plan within
the time prescribed by Subsection (¢) of this section, the municipality shall by
ordinance:

(1) unilaterally establish, as an alternative retirement plan, a cash balance
retirement plan that complies with Section 1D of this article; and

(2) require each firefighter hired by the municipality on or after the date the
cash balance retirement plan is established to participate in the cash balance retirement
plan established under this subsection instead of participating in the fund, provided
the firefighter would have otherwise been eligible to participate in the fund.

(e) If the municipality fails to deliver the proceeds of the pension obligation
bonds described by Section 9B(j)(1), Article 6243g-4, Revised Statutes, within the
time prescribed by that subdivision, notwithstanding the funded ratio of the fund:
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(1) the board and the municipality may not establish a cash balance
retirement plan under Subsection (c) of this section; and

(2) the municipality may not establish a cash balance retirement plan under
Subsection (d) of this section.

Sec. 1ID. REQUIREMENTS FOR CERTAIN CASH BALANCE
RETIREMENT PLANS. (a) In this section:

(1) "Cash balance retirement plan" means a cash balance retirement plan
established by written agreement under Section 1C(c) of this article or by ordinance
under Section 1C(d) of this article.

(2) "Fund" has the meaning assigned by Section 1C of this article.

(3) "Interest" means the interest earned as the result of returns on
investments, which may not exceed a percentage rate equal to the cash balance
retirement plan's most recent five fiscal years' smoothed rate of return.

(4) "Participant” means a firefighter who participates in a cash balance
retirement plan.

(b) The written agreement or ordinance establishing a cash balance retirement
plan must:

(1) provide for the administration of the cash balance retirement plan;

(2) provide for a closed amortization period not to exceed 15 years from the
date an actuarial gain or loss is realized;

(3) require that municipal and participant contributions be credited to an
account maintained for the benefit of the participant;

(4) provide for the crediting of interest to the participant's account;

(5) include a vesting schedule;

(6) include benefit options, including options for participants who separate
from service prior to retirement;

(7) provide for death and disability benefits;

(8) allow a participant who is eligible to retire under the plan to elect to:

(A) receive a monthly annuity payable for the life of the participant in
an amount actuarially determined on the date of the participant's retirement based on
the participant's accumulated account balance annuitized in accordance with the
actuarial assumptions and actuarial methods established in the written agreement or
ordinance establishing the plan, except that the discount rate applied may not exceed
the fund's assumed rate of return in the most recent risk sharing valuation study;

(B) receive a single lump-sum payment of the participant's accumulated
account balance; or

(C) receive a single, partial lump-sum payment from the participant's
accumulated account balance and a monthly annuity payable for life in an amount
determined in accordance with Paragraph (A) of this subdivision based on the
participant's account balance after receiving the partial lump-sum payment; and

(9) include any other provision determined necessary by the board and the
municipality if the plan is established under Section 1C(c) of this article or by the
municipality if the plan is established under Section 1C(d) of this article.

(c) The written agreement or ordinance establishing a cash balance retirement
plan must address whether firefighters who were employed by the municipality before
the date the cash balance retirement plan was established and who resumed
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employment with the municipality on or after the date the cash balance retirement
plan was established are required to participate in the fund or in the cash balance
retirement plan.

(d) Notwithstanding any other law, including Section 13 of this article, a
firefighter who participates in a cash balance retirement plan:

(1) except as provided by Subsection (c) of this section, is not eligible to be
a member of and may not participate in the fund; and

(2) may not accrue years of participation or establish service credit in the
fund during the period the firefighter is participating in the cash balance retirement
plan.
"~ (e) The combined municipal contribution for the cash balance retirement plan
and the fund may not:

(1) exceed the municipal contribution for the fund calculated as if all
participants in the cash balance retirement plan were members of the fund; or

(2) be less than the required normal cost contribution for the fund calculated
as if all participants of the cash balance retirement plan were members of the fund.

(7) In SECTION 1.02 of the bill, in added Section 1D, Article 6243e.2(1),
Revised Statutes (page 10, line 23), strike "1D" and substitute "1E".

(8) In SECTION 2.03 of the bill, in added Section 2(16-b), Article 6243g-4,
Revised Statutes (page 54, line 9), strike "paid to active members during an applicable
fiscal year" and substitute ", in an applicable fiscal year, paid to all:

(A) active members; and

(B) if applicable, participants in any alternative retirement plan
established under Section 2B of this article, including a cash balance retirement plan
established under that section".

(9) In SECTION 2.03 of the bill, in amended Section 2(17), Article 6243g-4,
Revised Statutes (page 54, line 12), immediately following the period, insert "In this
context, the term does not include an alternative retirement plan established under
Section 2B of this article.".

(10) In SECTION 2.03 of the bill, in added Section 2(17-e), Article 6243g-4,
Revised Statutes (page 55, line 8), strike "member" and substitute "employee".

(11) In the recital to SECTION 2.04 of the bill (page 56, line 24), strike "and
2C" and substitute "2C, and 2D".

(12) In SECTION 2.04 of the bill, strike added Section 2B, Article 6243g-4,
Revised Statutes (page 56, line 30, through page 57, line 3), and substitute the
following:

Sec. 2B. ALTERNATIVE RETIREMENT PLANS. (a) Notwithstanding any
other law, including Section 9F of this article, and except as provided by Subsection
(b) of this section, the board and the city may enter into a written agreement under
Section 27 of this article to offer an alternative retirement plan or plans, including
cash balance retirement plans, if both parties consider it appropriate.

(b) Notwithstanding any other law, including Section 9F of this article, and
except as provided by Subsection (d) of this section, if, on or after September 1, 2021,
the funded ratio of the pension system is less than 65 percent as determined in a final
risk sharing valuation study prepared under Section 9A of this article without making
any adjustments under Section 9D or 9E of this article, or if, on or after September 1,
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2021, the funded ratio of the pension system is less than 65 percent as determined in a
revised and restated risk sharing valuation study prepared under Section 9A(a)(7) of
this article, the board and the city shall, as soon as practicable but not later than the
60th day after the date the determination is made:

(1) enter into a written agreement under Section 27 of this article to
establish, as an alternative retirement plan under this section, a cash balance
retirement plan that complies with Section 2C of this article; and

(2) require each employee hired by the city on or after the date the cash
balance retirement plan is established to participate in the cash balance retirement plan
established under this subsection instead of participating in the pension system,
provided the employee would have otherwise been eligible to participate in the
pension system.

(c) Notwithstanding any other law, including Section 9F of this article, and
except as provided by Subsection (d) of this section, if, on or after September 1, 2021,
the board and the city fail to establish a cash balance retirement plan within the time
prescribed by Subsection (b) of this section, the city shall by ordinance:

(1) unilaterally establish, as an alternative retirement plan, a cash balance
retirement plan that complies with Section 2C of this article; and

(2) require each employee hired by the city on or after the date the cash
balance retirement plan is established to participate in the cash balance retirement plan
established under this subsection instead of participating in the pension system,
provided the employee would have otherwise been eligible to participate in the
pension system.

(d) If the city fails to deliver the proceeds of the pension obligation bonds
described by Section 9B(j)(1) of this article within the time prescribed by that
subdivision, notwithstanding the funded ratio of the pension system:

(1) the board and the city may not establish a cash balance retirement plan
under Subsection (b) of this section; and

(2) the city may not establish a cash balance retirement plan under
Subsection (c) of this section.

Sec. 2C. REQUIREMENTS FOR CERTAIN CASH BALANCE
RETIREMENT PLANS. (a) In this section:

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

(2) "Interest" means the interest earned as the result of returns on
investments, which may not exceed a percentage rate equal to the cash balance
retirement plan's most recent five fiscal years' smoothed rate of return.

(3) "Participant" means an employee who participates in a cash balance
retirement plan.

(b) The written agreement or ordinance establishing a cash balance retirement
plan must:

(1) provide for the administration of the cash balance retirement plan;

(2) provide for a closed amortization period not to exceed 15 years from the
date an actuarial gain or loss is realized;
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(3) require that city and participant contributions be credited to an account
maintained for the benefit of the participant;

(4) provide for the crediting of interest to the participant's account;

(5) include a vesting schedule;

(6) include benefit options, including options for participants who separate
from service prior to retirement;

(7) provide for death and disability benefits;

(8) allow a participant who is eligible to retire under the plan to elect to:

(A) receive a monthly annuity payable for the life of the participant in
an amount actuarially determined on the date of the participant's retirement based on
the participant's accumulated account balance annuitized in accordance with the
actuarial assumptions and actuarial methods established in the written agreement or
ordinance establishing the plan, except that the discount rate applied may not exceed
the pension system's assumed rate of return in the most recent risk sharing valuation
study;

(B) receive a single lump-sum payment of the participant's accumulated
account balance; or

(C) receive a single, partial lump-sum payment from the participant's
accumulated account balance and a monthly annuity payable for life in an amount
determined in accordance with Paragraph (A) of this subdivision based on the
participant's account balance after receiving the partial lump-sum payment; and

(9) include any other provision determined necessary by the board and the
city if the plan is established under Section 2B(b) of this article or by the city if the
plan is established under Section 2B(c) of this article.

(c) The written agreement or ordinance establishing a cash balance retirement
plan must address whether employees who were employed by the city before the date
the cash balance retirement plan was established and who resumed employment with
the city on or after the date the cash balance retirement plan was established are
required to participate in the pension system or in the cash balance retirement plan.

(d) Notwithstanding any other law, including Sections 2(1), 11, and 12 of this
article, an employee who participates in a cash balance retirement plan:

(1) except as provided by Subsection (c) of this section, is not eligible to be
an active member of and may not participate in the pension system; and

(2) may not accrue years of service or establish service credit in the pension
system during the period the employee is participating in the cash balance retirement
plan.

" (e) The combined city contribution for the cash balance retirement plan and the
pension system may not:

(1) exceed the city contribution for the pension system calculated as if all
participants in the cash balance retirement plan were active members of the pension
system; or

(2) be less than the required normal cost contribution for the pension system
calculated as if all participants in the cash balance retirement plan were active
members of the pension system.

(13) In SECTION 2.04 of the bill, in added Section 2C, Article 6243g-4,
Revised Statutes (page 57, line 4), strike "2C" and substitute "2D".
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(14) In the recital to SECTION 3.01 of the bill (page 128, line 11), between
"(7)," and "(14)", insert "(11),".

(15) In SECTION 3.01 of the bill, immediately following amended Section 1(7),
Chapter 88 (H.B. 1573), Acts of the 77th Legislature, Regular Session, 2001 (Article
6243h, Vernon's Texas Civil Statutes) (page 131, between lines 21 and 22), insert the
following:

(11) "Employee" means any person, including an elected official during the
official's service to the city, who is eligible to be a member of the pension system or to
participate in an alternative retirement plan established under this Act and:

(A) who holds a municipal position or a position with the pension

system,;

(B) whose name appears on a regular full-time payroll of a city or of the
pension fund; and

(C) who is paid a regular salary for services.

(16) In SECTION 3.01 of the bill, in amended Section 1(18), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 134, line 17), immediately following the period, insert "In
this context, the term does not include a cash balance retirement plan established
under Section 1C of this Act.".

(17) In SECTION 3.01 of the bill, in added Section 1(18-b), Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 134, line 21), strike "paid to all members in a fiscal year"
and substitute ", in an applicable fiscal year, paid to all:

(A) members; and

(B) if applicable, participants in any alternative retirement plan
established under Section 1C of this Act, including a cash balance retirement plan
established under that section".

(18) In the recital to SECTION 3.02 of the bill (page 136, line 30), strike "and
1D" and substitute "1D, and 1E".

(19) In SECTION 3.02 of the bill, strike added Section 1C, Chapter 88 (H.B.
1573), Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's
Texas Civil Statutes) (page 138, lines 1 through 5), and substitute the following:

Sec. 1C. ALTERNATIVE RETIREMENT PLANS. (a) Notwithstanding any
other law, including Section 8H of this Act, and except as provided by Subsection (b)
of this section, the pension board and the city may enter into a written agreement
under Section 3(n) of this Act to offer an alternative retirement plan or plans,
including cash balance retirement plans, if both parties consider it appropriate.

(b) Notwithstanding any other law, including Section 8H of this Act, and except
as provided by Subsection (d) of this section, if, on or after September 1, 2027, the
funded ratio of the pension system is less than 60 percent as determined in a final risk
sharing valuation study prepared under Section 8B of this Act without making any
adjustments under Section 8E or 8F of this Act, or if, on or after September 1, 2027,
the funded ratio of the pension system is less than 60 percent as determined in a
revised and restated risk sharing valuation study prepared under Section 8§B(a)(8) of
this Act, the pension board and the city shall, as soon as practicable but not later than
the 60th day after the date the determination is made:




Monday, May 1, 2017 SENATE JOURNAL 1503

(1) enter into a written agreement under Section 3(n) of this Act to establish,
as an alternative retirement plan under this section, a cash balance retirement plan that
complies with Section 1D of this Act; and

(2) require each employee hired by the city on or after the date the cash
balance retirement plan is established to participate in the cash balance retirement plan
established under this subsection instead of participating in the pension system,
provided the employee would have otherwise been eligible to participate in the
pension system.

(c) Notwithstanding any other law, including Section 8H of this Act, and except
as provided by Subsection (d) of this section, if, on or after September 1, 2027, the
pension board and the city fail to establish a cash balance retirement plan within the
time prescribed by Subsection (b) of this section, the city shall by ordinance:

(1) unilaterally establish, as an alternative retirement plan, a cash balance
retirement plan that complies with Section 1D of this Act; and

(2) require each employee hired by the city on or after the date the cash
balance retirement plan is established to participate in the cash balance retirement plan
established under this subsection instead of participating in the pension system,
provided the employee would have otherwise been eligible to participate in the
pension system.

(d) If the city fails to deliver the proceeds of the pension obligation bonds
described by Section 8C(j)(1) of this Act within the time prescribed by that
subdivision, notwithstanding the funded ratio of the pension system:

(1) the pension board and the city may not establish a cash balance
retirement plan under Subsection (b) of this section; and

(2) the city may not establish a cash balance retirement plan under
Subsection (c) of this section.

Sec. 1D. REQUIREMENTS FOR CERTAIN CASH BALANCE
RETIREMENT PLANS. (a) In this section:

(1) "Cash balance retirement plan" means a cash balance retirement plan
established by written agreement under Section 1C(b) or by ordinance under Section
1C(c) of this Act.

(2) "Interest" means the interest earned as the result of returns on
investments, which may not exceed a percentage rate equal to the cash balance
retirement plan's most recent five fiscal years' smoothed rate of return.

(3) "Participant" means an employee who participates in a cash balance
retirement plan.

(b) The written agreement or ordinance establishing a cash balance retirement
plan must:

(1) provide for the administration of the cash balance retirement plan;

(2) provide for a closed amortization period not to exceed 15 years from the
date an actuarial gain or loss is realized;

(3) require that city and participant contributions be credited to an account
maintained for the benefit of the participant;

(4) provide for the crediting of interest to the participant's account;

(5) include a vesting schedule;
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(6) include benefit options, including options for participants who separate
from service prior to retirement;

(7) provide for death and disability benefits;

(8) allow a participant who is eligible to retire under the plan to elect to:

(A) receive a monthly annuity payable for the life of the participant in
an amount actuarially determined on the date of the participant's retirement based on
the participant's accumulated account balance annuitized in accordance with the
actuarial assumptions and actuarial methods established in the written agreement or
ordinance establishing the plan, except that the discount rate applied may not exceed
the pension system's assumed rate of return in the most recent risk sharing valuation
study;

(B) receive a single lump-sum payment of the participant's accumulated
account balance; or

(C) receive a single, partial lump-sum payment from the participant's
accumulated account balance and a monthly annuity payable for life in an amount
determined in accordance with Paragraph (A) of this subdivision based on the
participant's account balance after receiving the partial lump-sum payment; and

(9) include any other provision determined necessary by the pension board
and the city if the plan is established under Section 1C(b) of this Act or by the city if
the plan is established under Section 1C(c) of this Act.

(c) The written agreement or ordinance establishing a cash balance retirement
plan must address whether employees who were employed by the city before the date
the cash balance retirement plan was established and who resumed employment with
the city on or after the date the cash balance retirement plan was established are
required to participate in the pension system or in the cash balance retirement plan.

(d) Notwithstanding any other law, including Section 5 of this Act, an employee
who participates in a cash balance retirement plan:

(1) except as provided by Subsection (c) of this section, is not eligible to be
a member of and may not participate in the pension system; and

(2) may not earn credited service in the pension system during the period
the employee is participating in the cash balance retirement plan.

(e) The combined city contribution for the cash balance retirement plan and the
pension system may not:

(1) exceed the city contribution for the pension system calculated as if all
participants in the cash balance retirement plan were active members of the pension
system; or

(2) be less than the required normal cost contribution for the pension system
calculated as if all participants in the cash balance retirement plan were active
members of the pension system.

(20) In SECTION 3.02 of the bill, in added Section 1D, Chapter 88 (H.B. 1573),
Acts of the 77th Legislature, Regular Session, 2001 (Article 6243h, Vernon's Texas
Civil Statutes) (page 138, line 6), strike "1D" and substitute "1E".

The amendment to Floor Amendment No. 1 to CSSB 2190 was read and was
adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 4.
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Senator Whitmire offered the following amendment to Floor Amendment No. 1:
Floor Amendment No. 5

Amend the proposed Floor Amendment No. 1 to CSSB 2190 (85R22538) as
follows:

In Section 1.02 of the bill, delete Section 1C, page 10, lines 19-22 and renumber
subsequent sections accordingly.

The amendment to Floor Amendment No. 1 to CSSB 2190 was read.
Senator Whitmire withdrew Floor Amendment No. 5.

Question recurring on the adoption of Floor Amendment No. 1 to CSSB 2190,
the amendment as amended was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. | as amended.

CSSB 2190 as amended was passed to engrossment by the following
vote: Yeas 25, Nays 5, Present-not voting 1.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Estes, Hancock, Hinojosa,
Huffines, Huffman, Hughes, Lucio, Menéndez, Miles, Nelson, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Campbell, Creighton, Hall, Kolkhorst, Taylor of Collin.

Present-not voting: Garcia.

COMMITTEE SUBSTITUTE
SENATE BILL 2190 ON THIRD READING

Senator Huffman moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 2190 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 25, Nays 5, Present-not
voting 1.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Estes, Hancock, Hinojosa,
Huffines, Huffman, Hughes, Lucio, Menéndez, Miles, Nelson, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Campbell, Creighton, Hall, Kolkhorst, Taylor of Collin.
Present-not voting: Garcia.

The bill was read third time and was passed by the following vote: Yeas 25,
Nays 5, Present-not voting 1. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 1602 ON SECOND READING

Senator Campbell moved to suspend the regular order of business to take up for
consideration CSSB 1602 at this time on its second reading:
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CSSB 1602, Relating to reporting requirements by certain health care facilities
for abortion complications; authorizing a civil penalty.

The motion prevailed by the following vote: Yeas 22, Nays 9.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Hall, Hancock, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Nelson, Nichols, Perry,
Schwertner, Seliger, Taylor of Galveston, Taylor of Collin, Zaffirini.

Nays: Garcia, Hinojosa, Menéndez, Miles, Rodriguez, Uresti, Watson, West,
Whitmire.

The bill was read second time and was passed to engrossment by the following
vote: Yeas 22, Nays 9. (Same as previous roll call)

SENATE RULE 5.14(a) SUSPENDED
(Intent Calendar)

On motion of Senator Kolkhorst and by unanimous consent, Senate Rule 5.14(a),
requiring bills to be posted on the Intent Calendar by 3:00 p.m., was suspended and
the time was extended to 5:00 p.m. today.

RESOLUTION SIGNED
The President announced the signing of the following enrolled resolution in the
presence of the Senate: HCR 81.
(Senator Kolkhorst in Chair)

COMMITTEE SUBSTITUTE
SENATE BILL 196 ON SECOND READING

Senator Garcia moved to suspend the regular order of business to take up for
consideration CSSB 196 at this time on its second reading:

CSSB 196, Relating to a notification requirement if a public school, including an
open-enrollment charter school, does not have a nurse, school counselor, or librarian
assigned to the school during all instructional hours.

The motion prevailed by the following vote: Yeas 19, Nays 12.

Yeas: Birdwell, Campbell, Estes, Garcia, Hinojosa, Huffman, Hughes, Lucio,
Menéndez, Miles, Nelson, Rodriguez, Seliger, Taylor of Galveston, Uresti, Watson,
West, Whitmire, Zaffirini.

Nays: Bettencourt, Buckingham, Burton, Creighton, Hall, Hancock, Huffines,
Kolkhorst, Nichols, Perry, Schwertner, Taylor of Collin.

The bill was read second time and was passed to engrossment by the following
vote: Yeas 18, Nays 13.

Yeas: Birdwell, Estes, Garcia, Hinojosa, Huffman, Hughes, Lucio, Menéndez,
Miles, Nelson, Rodriguez, Seliger, Taylor of Galveston, Uresti, Watson, West,
Whitmire, Zaffirini.

Nays: Bettencourt, Buckingham, Burton, Campbell, Creighton, Hall, Hancock,
Huffines, Kolkhorst, Nichols, Perry, Schwertner, Taylor of Collin.
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SENATE BILL 463 ON SECOND READING

Senator Seliger moved to suspend the regular order of business to take up for
consideration SB 463 at this time on its second reading:

SB 463, Relating to the use of individual graduation committees to satisfy certain
public high school graduation requirements.

The motion prevailed.

Senators Burton and Nelson asked to be recorded as voting "Nay" on suspension
of the regular order of business.

The bill was read second time.
Senator Seliger offered the following amendment to the bill:
Floor Amendment No. 1

Amend SB 463 (senate committee printing) as follows:

(1) In SECTION 1 of the bill, in amended Section 12.104(b-2), Education Code
(page 1, line 28), strike "[This-subseetion-expires-September1;2047]" and substitute
"This subsectlon expires September 1, 2019 [264F]."

(2) In SECTION 2 of the bill, in amended Section 28.025(c-6), Education Code
(page 1, line 33), strike "[Fhis-subsection-expiresSeptember+2647]" and substitute
"This subsectlon expires September 1, 2019 [204F]."

(3) In SECTION 4 of the bill, in amended Section 39.025(a-2), Education Code,
as added by Chapter 5 (S.B. 149), Acts of the 84th Legislature, Regular Session, 2015
(page 1, lines 50-51), strike "[This—subseetion—expires—September——204+7]" and
substltute "This subsection expires September 1,2019 [264F]."

(4) In SECTION 5 of the bill, in amended Section 39.025(a-3), Education Code
(page 2, line 1), strike "[Fhis—stbseetion—expires—September1—2647]" and substitute
"This subsection expires September 1, 2019 [264F]."

(5) Add the following appropriately numbered SECTIONS to the bill:

SECTION . Section 28.0258(1), Education Code, is amended to read as
follows:

(1) This section expires September 1, 2019 [2647F].

SECTION . The heading to Section 28.0259, Education Code, is amended

to read as follows:

Sec. 28.0259. SCHOOL DISTRICT REPORTING REQUIREMENTS FOR
STUDENTS GRADUATING BASED ON INDIVIDUAL GRADUATION
COMMITTEE REVIEW PROCESS.

SECTION . Section 28.0259(e), Education Code, is amended to read as
follows:

(e) This section expires September 1, 2019 [2048].

SECTION . Subchapter B, Chapter 28, Education Code, is amended by

adding Section 28.02591 to read as follows:

Sec. 28.02591. TEXAS HIGHER EDUCATION COORDINATING BOARD
REPORTING REQUIREMENTS FOR STUDENTS GRADUATING BASED ON
INDIVIDUAL GRADUATION COMMITTEE REVIEW PROCESS. (a) The Texas
Higher Education Coordinating Board, in coordination with the agency, shall collect
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longitudinal data relating to the post-graduation pursuits of each student who is
awarded a diploma based on the determination of an individual graduation committee
under Section 28.0258, including whether the student:

(1) enters the workforce;

(2) enrolls in an associate degree or certificate program at a public or private
institution of higher education;

(3) enrolls in a bachelor's degree program at a public or private institution
of higher education; or

(4) enlists in the armed forces of the United States or the Texas National
Guard.

(b) Not later than December 1 of each even-numbered year, the Texas Higher
Education Coordinating Board shall provide a report to the legislature that includes a
summary compilation of the data collected under Subsection (a) that is presented in a
manner that does not identify an individual student.

(c) The Texas Higher Education Coordinating Board and the agency shall adopt
rules as necessary to implement this section.

(6) Strike SECTION 6 of the bill repealing Sections 28.0258(1) and 28.0259(e),
Education Code (page 2, lines 2 and 3).

(7) Renumber subsequent SECTIONS of the bill accordingly.

The amendment to SB 463 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

Senator Rodriguez offered the following amendment to the bill:
Floor Amendment No. 2

Amend SB 463 (senate committee printing) as follows:

(1) In SECTION 1 of the bill, in the recital (page 1, line 24), strike "12.104(b-2),
Education Code, is amended" and substitute "12.104, Education Code, is amended by
amending Subsection (b-2) and adding Subsection (b-3)".

(2) In SECTION 1 of the bill, in amended Section 12.104, Education Code
(page 1, between lines 28 and 29), insert the following:

(b-3) An open-enrollment charter school is subject to the requirement to
establish an individual graduation committee under Section 28.02581. This
subsection expires September 1, 2019.

(3) Add the following appropriately numbered SECTIONS to the bill:

SECTION . Subchapter B, Chapter 28, Education Code, is amended by
adding Section 28.02581 to read as follows:

Sec. 28.02581. HIGH SCHOOL DIPLOMA AWARDED ON BASIS OF
INDIVIDUAL GRADUATION COMMITTEE REVIEW FOR CERTAIN
STUDENTS WHO ENTERED THE NINTH GRADE BEFORE 2011-2012. (a) This
section applies only to a student who:

(1) entered the ninth grade before the 2011-2012 school year;
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(2) successfully completed the curriculum requirements for high school
graduation applicable to the student; and

(3) failed to comply with any exit-level assessment instrument performance
requirements for assessment instruments administered under Section 39.023(c), as that
section existed before amendment by Chapter 1312 (S.B. 1031), Acts of the 80th
Legislature, Regular Session, 2007.

(b) For each student to whom this section applies, the school district in which
the student is enrolled or was last enrolled, on request by the student, shall establish
an individual graduation committee to determine whether the student may qualify to
graduate as provided by this section. The committee shall be composed of:

(1) the principal or principal's designee;

(2) for each exit-level assessment instrument on which the student failed to
perform satisfactorily, a teacher in the applicable subject area;

(3) the department chair or lead teacher supervising the teacher described by
Subdivision (2); and

(4) the student for whom the committee is established.

(c) The commissioner by rule shall establish a procedure for appointing an
alternative committee member if a person described by Subsection (b)(1), (2), or (3) is
unable to serve. The superintendent of each school district shall establish procedures
for the convening of an individual graduation committee.

(d) The school district shall ensure a good faith effort is made to timely notify
the student for whom the individual graduation committee is established of the time
and place for convening the committee. The notice must be:

(1) provided in person or by regular mail or e-mail; and

(2) clear and easy to understand.

(e) Notwithstanding any other law, an individual graduation committee
established under this section shall recommend additional requirements by which the
student for whom the committee is established may qualify to graduate, including:

(1) additional remediation; and

(2) for each exit-level assessment instrument on which the student failed to
perform satisfactorily:

(A) the completion of a project related to the subject area that
demonstrates proficiency in the subject area; or

(B) the preparation of a portfolio of work samples in the subject area,
including work samples that demonstrate proficiency in the subject area.

(f) For purposes of Subsection (e), the student may submit to the individual
graduation committee coursework previously completed to satisfy a recommended
additional requirement.

(g) In determining whether a student for whom an individual graduation
committee is established is qualified to graduate, the committee shall consider:

(1) any recommendation of the teacher of the student in a subject area for
which the student failed to perform satisfactorily on an exit-level assessment
instrument;

(2) the student's grade in each course of the subject for which the student
failed to perform satisfactorily on an exit-level assessment instrument;
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(3) the student's score on each exit-level assessment instrument on which
the student failed to perform satisfactorily;

(4) the student's performance on any additional requirements recommended
by the committee under Subsection (¢);

(5) the number of hours of remediation that the student has attended,
including attendance in and successful completion of a transitional college course in
reading or mathematics;

(6) the student's school attendance rate during the student's enrollment in
high school;

(7) the student's satisfaction of any of the Texas Success Initiative (TSI)
college readiness benchmarks prescribed by the Texas Higher Education Coordinating
Board;

(8) the student's successful completion of a dual credit course in English,
mathematics, science, or social studies;

(9) the student's successful completion of a high school pre-advanced
placement, advanced placement, or international baccalaureate program course in
English, mathematics, science, or social studies;

(10) the student's rating of advanced high on the high school administration
of the Texas English Language Proficiency Assessment System,;

(11) the student's score of 50 or greater on a College-Level Examination
Program examination;

(12) the student's score on the ACT, the SAT, or the Armed Services
Vocational Aptitude Battery test;

(13) the student's completion of a sequence of high school courses under a
career and technical education program required to attain an industry-recognized
credential or certificate;

(14) the student's overall preparedness for postsecondary success; and

(15) any other academic information designated for consideration by the
board of trustees of the school district.

(h) After considering the criteria under Subsection (g), the individual graduation
committee may determine that the student is qualified to graduate. Notwithstanding
any other law, a student for whom an individual graduation committee is established
may graduate and receive a high school diploma on the basis of the committee's
decision only if the student successfully completes all additional requirements
recommended by the committee under Subsection (e) and the committee's vote is
unanimous. The commissioner by rule shall establish a timeline for making a
determination under this subsection. This subsection does not create a property
interest in graduation. The decision of a committee is final and may not be appealed.

(1) The commissioner shall adopt rules as necessary to implement this section.

(j) This section expires September 1, 2019.

SECTION . Effective September 1, 2019, Section 39.025, Education Code,
is amended by amending Subsection (c-1) and adding Subsection (c-2) to read as
follows:

(c-1) A school district may not administer an assessment instrument required for
graduation administered under this section as this section existed:

(1) before September 1, 1999; or )
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(2) before amendment by Chapter 1312 (S.B. 1031), Acts of the 80th
Legislature, Regular Session, 2007.

(c-2) A school district may administer to a student who failed to perform
satisfactorily on an assessment instrument described by Subsection (c-1) [Hiis
stbseetiort] an alternate assessment instrument designated by the commissioner. The
commissioner shall determine the level of performance considered to be satisfactory
on an alternate assessment instrument. The district may not administer to the student
an assessment instrument or a part of an assessment instrument that assesses a subject
that was not assessed in an assessment 1nstrument apphcable to the student descrlbed
by Subsection (c-1) [reqtire A er—this—see his
seehea—ea&steé—befe*e—Sep&embeH—l—S‘QQ] The commissioner shall make avallable to
districts information necessary to administer the alternate assessment instrument
authorized by this subsection. The commissioner's determination regarding
designation of an appropriate alternate assessment instrument under this subsection
and the performance required on the assessment instrument is final and may not be
appealed.

(4) Renumber subsequent SECTIONS of the bill accordingly.

The amendment to SB 463 was read and was adopted by the following
vote: Yeas 25, Nays 6.

Yeas: Bettencourt, Birdwell, Buckingham, Creighton, Estes, Garcia, Hancock,
Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols,
Perry, Rodriguez, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Burton, Campbell, Hall, Nelson, Schwertner, Taylor of Collin.

SB 463 as amended was passed to engrossment by the following vote: Yeas 28,
Nays 3.

Yeas: Bettencourt, Birdwell, Buckingham, Creighton, Estes, Garcia, Hall,
Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles,
Nichols, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin,
Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Burton, Campbell, Nelson.

SENATE BILL 463 ON THIRD READING

Senator Seliger moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that SB 463 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 28, Nays 3.

Yeas: Bettencourt, Birdwell, Buckingham, Creighton, Estes, Garcia, Hall,
Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles,
Nichols, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin,
Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Burton, Campbell, Nelson.
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The bill was read third time and was passed by the following vote: Yeas 28,
Nays 3. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE JOINT RESOLUTION 6 ON SECOND READING

Senator Zaffirini moved to suspend the regular order of business to take up for
consideration CSSJR 6 at this time on its second reading:

CSSJR 6, Proposing a constitutional amendment authorizing the legislature to
require a court to provide notice to the attorney general of a challenge to the
constitutionality of a state statute and authorizing the legislature to prescribe a waiting
period before the court may enter a judgment holding the statute unconstitutional.

The motion prevailed.

Senator Hall asked to be recorded as voting "Nay" on suspension of the regular
order of business.

The resolution was read second time and was passed to engrossment by a viva
voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Hall.

COMMITTEE SUBSTITUTE
SENATE JOINT RESOLUTION 6 ON THIRD READING

Senator Zaffirini moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSJR 6 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 30, Nays 1.
Nays: Hall.

The resolution was read third time and was passed by the following
vote: Yeas 30, Nays 1. (Same as previous roll call)

SENATE BILL 297 ON SECOND READING

Senator Hinojosa moved to suspend the regular order of business to take up for
consideration SB 297 at this time on its second reading:

SB 297, Relating to the compensatory time and overtime pay for commissioned
officers of the Department of Public Safety.

The motion prevailed.

Senator Hall asked to be recorded as voting "Nay" on suspension of the regular
order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:
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Nays: Hall.
SENATE BILL 297 ON THIRD READING

Senator Hinojosa moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that SB 297 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 30, Nays 1.
Nays: Hall.

The bill was read third time and was passed by the following vote: Yeas 30,
Nays 1. (Same as previous roll call)

SENATE BILL 1001 ON SECOND READING

On motion of Senator Taylor of Galveston and by unanimous consent, the
regular order of business was suspended to take up for consideration SB 1001 at this
time on its second reading:

SB 1001, Relating to vehicles exempt from vehicle safety inspections.

The bill was read second time.

Senator Taylor of Galveston offered the following amendment to the bill:
Floor Amendment No. 1

Amend SB 1001 (senate committee printing) by adding the following
appropriately numbered SECTION to the bill and renumbering subsequent
SECTIONS of the bill accordingly:

SECTION . Subchapter H, Chapter 548, Transportation Code, is amended
by adding Section 548.510 to read as follows:

Sec. 548.510. FEE FOR CERTAIN VEHICLES NOT SUBJECT TO
INSPECTION; COLLECTION OF FEE DURING REGISTRATION. (a) A vehicle
described by Section 548.052(3) that has an actual gross weight or registered gross
weight of more than 4,500 pounds is subject to a fee in the amount of $7.50.

(b) The Texas Department of Motor Vehicles or a county assessor-collector that
registers a vehicle described by Subsection (a) shall collect at the time of registration
of the vehicle the fee prescribed by Subsection (a). The Texas Department of Motor
Vehicles or the county assessor-collector, as applicable, shall remit the fee to the
comptroller. Each fee remitted to the comptroller under this section shall be deposited
as follows:

(1) $3.50 to the credit of the Texas mobility fund;
(2) $2 to the credit of the general revenue fund; and
(3) $2 to the credit of the clean air account.

(c) The fee collected under Subsection (a) is not a motor vehicle registration fee
and the revenue collected from the fee is not required to be used for a purpose
specified by Section 7-a, Article VIII, Texas Constitution.

The amendment to SB 1001 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.
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Senator Perry offered the following amendment to the bill:
Floor Amendment No. 2

Amend SB 1001 (senate committee printing) by adding the following
appropriately numbered SECTION to the bill and renumbering subsequent
SECTIONS of the bill accordingly:

SECTION . Section 548.005, Transportation Code, is amended to read as
follows:

Sec. 548.005. INSPECTION ONLY BY CERTAIN [SFAFE-CERTHIHED-AND
SHPERVISED]| INSPECTION STATIONS [SFAHON]|. A compulsory inspection
under this chapter may be made only by an inspection station, except that the
department may:

(1) permit inspection to be made by an inspector under terms and conditions
the department prescribes;

(2) authorize the acceptance in this state of a certificate of inspection and
approval issued in another state having a similar inspection law; [aset]

(3) authorize the acceptance in this state of a certificate of inspection and
approval issued in compliance with 49 C.F.R. Part 396 to a motor bus, as defined by
Section 502.001, that is registered in this state but is not domiciled in this state; and

(4) authorize the acceptance in this state of a certificate of inspection and
approval issued:

(A) by an inspector qualified under 49 C.F.R. Part 396 acting as an
employee or authorized agent of the owner of a commercial fleet, as defined in
Section 502.001; and

(B) to a motor vehicle or trailer that is:

(1) part of the fleet; and
(i1) registered or in the process of being registered in this state.

The amendment to SB 1001 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 2.

SB 1001 as amended was passed to engrossment by a viva voce vote.
All Members are deemed to have voted "Yea" on the passage to engrossment.
SENATE BILL 1001 ON THIRD READING

Senator Taylor of Galveston moved that Senate Rule 7.18 and the Constitutional
Rule requiring bills to be read on three several days be suspended and that SB 1001
be placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

SENATE BILL 1350 ON SECOND READING

On motion of Senator Watson and by unanimous consent, the regular order of
business was suspended to take up for consideration SB 1350 at this time on its
second reading:
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SB 1350, Relating to the commitment of certain juveniles to local
post-adjudication secure correctional facilities in certain counties and to the release
under supervision of those juveniles.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment.
SENATE BILL 1350 ON THIRD READING

Senator Watson moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that SB 1350 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

COMMITTEE SUBSTITUTE
SENATE BILL 922 ON SECOND READING

Senator Buckingham moved to suspend the regular order of business to take up
for consideration CSSB 922 at this time on its second reading:

CSSB 922, Relating to the reimbursement of certain providers under the
Medicaid program for the provision of telehealth services.

The motion prevailed.

Senators Hall and Uresti asked to be recorded as voting "Nay" on suspension of
the regular order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Hall, Uresti.
COMMITTEE SUBSTITUTE
SENATE BILL 922 ON THIRD READING

Senator Buckingham moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 922 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 29, Nays 2.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Garcia, Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio,
Menéndez, Miles, Nelson, Nichols, Perry, Rodriguez, Schwertner, Seliger, Taylor of
Galveston, Taylor of Collin, Watson, West, Whitmire, Zaffirini.

Nays: Hall, Uresti.
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The bill was read third time and was passed by the following vote: Yeas 29,
Nays 2. (Same as previous roll call)

(Senator Hancock in Chair)
SENATE BILL 1848 ON SECOND READING

Senator Bettencourt moved to suspend the regular order of business to take up
for consideration SB 1848 at this time on its second reading:

SB 1848, Relating to the award of attorney's fees in a judicial appeal of certain
ad valorem tax determinations.

The motion prevailed.

Senator Kolkhorst asked to be recorded as voting "Nay" on suspension of the
regular order of business.

Senator West asked to be recorded as "Present-not voting" on suspension of the
regular order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Kolkhorst.
Present-not voting: West.
SENATE BILL 1848 ON THIRD READING

Senator Bettencourt moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that SB 1848 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 29, Nays 1, Present-not
voting 1.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Garcia, Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Lucio, Menéndez,
Miles, Nelson, Nichols, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston,
Taylor of Collin, Uresti, Watson, Whitmire, Zaffirini.

Nays: Kolkhorst.
Present-not voting: West.

The bill was read third time and was passed by the following vote: Yeas 29,
Nays 1, Present-not voting 1. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 999 ON SECOND READING

On motion of Senator West and by unanimous consent, the regular order of
business was suspended to take up for consideration CSSB 999 at this time on its
second reading:
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CSSB 999, Relating to procedures for taking possession of a child and for certain
hearings in a suit affecting the parent-child relationship involving the Department of
Family and Protective Services.

The bill was read second time.
Senator West offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 999 (senate committee printing) in SECTION 10 of the bill as
follows:

(1) Strike added Sections 262.201(n) and (o), Family Code (page 5, lines
34-50), and substitute the following:

(n) [te3] The court shall place a child removed from the child's custodial parent
with the child's noncustodial parent or with a relative of the child if placement with
the noncustodial parent is inappropriate, unless placement with the noncustodial
parent or a relative is not in the best interest of the child.

(2) In added Section 262.201(p), Family Code (page 5, line 51), strike "(p)" and
substitute "(0)".

(3) In added Section 262.201(q), Family Code (page 5, line 58), strike "(q)" and
substitute "(p)". T

The amendment to CSSB 999 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

Senator Hughes offered the following amendment to the bill:
Floor Amendment No. 2

Amend CSSB 999 (senate committee printing) as follows:

(1) In SECTION 10 of the bill, in amended Section 262.201(a), Family Code
(page 3, line 59), between "(e)" and "[t&-39]" insert "or (e-1)".

(2) In SECTION 10 of the bill, in amended Section 262.201, Family Code (page
4, between lines 24 and 25), insert the following:

(e-1) If a parent who is not indigent appears in opposition to the suit, the court
may, for good cause shown, postpone the full adversary hearing for not more than
seven days from the date of the parent's appearance to allow the parent to hire an
attorney or to provide the parent's attorney time to respond to the petition and prepare
for the hearing. A postponement under this subsection is subject to the limits and
requirements prescribed by Subsection (e).

The amendment to CSSB 999 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 2.

CSSB 999 as amended was passed to engrossment by a viva voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment.
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COMMITTEE SUBSTITUTE
SENATE BILL 999 ON THIRD READING

Senator West moved that Senate Rule 7.18 and the Constitutional Rule requiring
bills to be read on three several days be suspended and that CSSB 999 be placed on
its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

COMMITTEE SUBSTITUTE
SENATE BILL 1854 ON SECOND READING

Senator Uresti moved to suspend the regular order of business to take up for
consideration CSSB 1854 at this time on its second reading:

CSSB 1854, Relating to requiring the review of public school district paperwork
to limit paperwork requirements.

The motion prevailed.

Senators Nichols and Taylor of Collin asked to be recorded as voting "Nay" on
suspension of the regular order of business.

The bill was read second time.
Senator Uresti offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 1854 (senate committee printing) in SECTION 1 of the bill, in
added Section 11.164(b-1), Education Code (page 1, line 28), by striking "every six
months" and substituting "each school year".

The amendment to CSSB 1854 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

CSSB 1854 as amended was passed to engrossment by a viva voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Nichols, Taylor of Collin.

COMMITTEE SUBSTITUTE
SENATE BILL 1854 ON THIRD READING

Senator Uresti moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 1854 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 29, Nays 2.
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Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Garcia, Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio,
Menéndez, Miles, Nelson, Perry, Rodriguez, Schwertner, Seliger, Taylor of Galveston,
Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Nichols, Taylor of Collin.

The bill was read third time and was passed by the following vote: Yeas 29,
Nays 2. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 1477 ON SECOND READING

Senator West moved to suspend the regular order of business to take up for
consideration CSSB 1477 at this time on its second reading:

CSSB 1477, Relating to ransomware; creating a criminal offense.
The motion prevailed.

Senator Huffines asked to be recorded as voting "Nay" on suspension of the
regular order of business.

The bill was read second time.
Senator West offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 1477 (senate committee printing) in SECTION 1 of the bill as
follows:

(1) In added Section 33.023(b)(1), Penal Code (page 1, line 45), between
"ransomware" and "onto", insert "or causes ransomware to be introduced".

(2) In added Section 33.023(c)(1), Penal Code (page 1, line 57), strike "less than
$100" and substitute "less than $100 or cannot be determined".

(3) In added Section 33.023, Penal Code (page 2, between lines 37 and 38),
insert the following:

(f) For purposes of calculating the value of the payment or other consideration
under Subsection (c) or (d), the exchange rate between a foreign currency and the
United States dollar is established at the earlier of:

(1) the date the demand was made, if known; or
(2) the date the victim became aware of the demand.

The amendment to CSSB 1477 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

CSSB 1477 as amended was passed to engrossment by a viva voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Huffines.
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COMMITTEE SUBSTITUTE
SENATE BILL 1477 ON THIRD READING

Senator West moved that Senate Rule 7.18 and the Constitutional Rule requiring
bills to be read on three several days be suspended and that CSSB 1477 be placed on
its third reading and final passage.

The motion prevailed by the following vote: Yeas 30, Nays 1.
Nays: Huffines.

The bill was read third time and was passed by the following vote: Yeas 30,
Nays 1. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 1367 ON SECOND READING

On motion of Senator Menéndez and by unanimous consent, the regular order of
business was suspended to take up for consideration CSSB 1367 at this time on its
second reading:

CSSB 1367, Relating to policies and training regarding the use of epinephrine
auto-injectors by public institutions of higher education; providing immunity.

The bill was read second time.
Senator Menéndez offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 1367 in SECTION 2 of the bill (senate committee report) as
follows:

(1) Strike amended Section 38.207(2), Education Code (page 1, lines 58-60),
and substitute the following:

(2) the training of school personnel and school volunteers, and of personnel
and volunteers at institutions of higher education, in the administration of an
epinephrine auto-injector; and

(2) Strike amended Section 38.207(3), Education Code (page 2, lines 1-5), and
substitute the following:

(3) aplan for:

(A) one or more school personnel members or school volunteers trained
in the administration of an epinephrine auto-injector to be on each school campus; and

(B) one or more personnel members or volunteers of an institution of
higher education trained in the administration of an epinephrine auto-injector to be on
each campus of an institution of higher education.

The amendment to CSSB 1367 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

CSSB 1367 as amended was passed to engrossment by a viva voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment.
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COMMITTEE SUBSTITUTE
SENATE BILL 1367 ON THIRD READING

Senator Menéndez moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 1367 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

SENATE BILL 1291 ON SECOND READING

On motion of Senator Creighton and by unanimous consent, the regular order of
business was suspended to take up for consideration SB 1291 at this time on its
second reading:

SB 1291, Relating to permits for oversize and overweight vehicles in a certain
county.

The bill was read second time.
Senator Creighton offered the following amendment to the bill:
Floor Amendment No. 1

Amend SB 1291 (senate committee printing) in SECTION 1 of the bill, by
striking amended Section 623.252(b)(1)(B), Transportation Code (page 1, lines 30
through 37), and substituting the following:

(B) [the—frentage—road—ef] State Highway 99, including the frontage
road of State Highway 99 but excluding any portion of the highway for which
payment of a toll is required, between its crossing with Cedar Bayou and its
intersection with Interstate Highway 10[;—neluding—the—portion—of-the—frontage—road
loeated-in-the-Cedar-Crossing Business-and-Industrial Park|;

The amendment to SB 1291 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

SB 1291 as amended was passed to engrossment by a viva voce vote.
All Members are deemed to have voted "Yea" on the passage to engrossment.
SENATE BILL 1291 ON THIRD READING

Senator Creighton moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that SB 1291 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.
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SENATE BILL 1812 ON SECOND READING

Senator Taylor of Collin moved to suspend the regular order of business to take
up for consideration SB 1812 at this time on its second reading:

SB 1812, Relating to the authority of an appraisal district to use public money for
lobbying activity.

The motion prevailed by the following vote: Yeas 22, Nays 9.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Nelson, Nichols,
Perry, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin, Uresti.

Nays: Garcia, Lucio, Menéndez, Miles, Rodriguez, Watson, West, Whitmire,
Zaffirini.

The bill was read second time and was passed to engrossment by the following
vote: Yeas 22, Nays 9. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 1758 ON SECOND READING

On motion of Senator Zaffirini and by unanimous consent, the regular order of
business was suspended to take up for consideration CSSB 1758 at this time on its
second reading:

CSSB 1758, Relating to requirements for the court in permanency hearings for
children in the conservatorship of the Department of Family and Protective Services
who are receiving transitional living services.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment.

COMMITTEE SUBSTITUTE
SENATE BILL 1758 ON THIRD READING

Senator Zaffirini moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 1758 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

COMMITTEE SUBSTITUTE
SENATE BILL 589 ON SECOND READING

Senator Lucio moved to suspend the regular order of business to take up for
consideration CSSB 589 at this time on its second reading:

CSSB 589, Relating to the licensing and regulation of behavior analysts and
assistant behavior analysts; requiring an occupational license; imposing fees;
providing a civil penalty; creating a criminal offense.
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The motion prevailed.

Senators Burton, Creighton, Hall, Huffines, Nelson, and Taylor of Collin asked
to be recorded as voting "Nay" on suspension of the regular order of business.

The bill was read second time and was passed to engrossment by the following
vote: Yeas 25, Nays 6.

Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Estes, Garcia, Hancock,
Hinojosa, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Burton, Creighton, Hall, Huffines, Nelson, Taylor of Collin.

COMMITTEE SUBSTITUTE
SENATE BILL 589 ON THIRD READING

Senator Lucio moved that Senate Rule 7.18 and the Constitutional Rule requiring
bills to be read on three several days be suspended and that CSSB 589 be placed on
its third reading and final passage.

The motion prevailed by the following vote: Yeas 25, Nays 6.

Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Estes, Garcia, Hancock,
Hinojosa, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Burton, Creighton, Hall, Huffines, Nelson, Taylor of Collin.

The bill was read third time and was passed by the following vote: Yeas 25,
Nays 6. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 1395 ON SECOND READING

On motion of Senator Creighton and by unanimous consent, the regular order of
business was suspended to take up for consideration CSSB 1395 at this time on its
second reading:

CSSB 1395, Relating to the powers and duties of navigation districts and port
authorities.

The bill was read second time.
Senator Creighton offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 1395 (senate committee report) by striking SECTION 3 of the bill
(page 1, line 39, through page 2, line 6) and renumbering subsequent SECTIONS of
the bill accordingly.

The amendment to CSSB 1395 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.
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CSSB 1395 as amended was passed to engrossment by a viva voce vote.
All Members are deemed to have voted "Yea" on the passage to engrossment.

COMMITTEE SUBSTITUTE
SENATE BILL 1395 ON THIRD READING

Senator Creighton moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 1395 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 31, Nays 0.

The bill was read third time and was passed by the following vote: Yeas 31,
Nays 0.

(President in Chair)

COMMITTEE SUBSTITUTE
SENATE BILL 210 ON SECOND READING

Senator Kolkhorst moved to suspend the regular order of business to take up for
consideration CSSB 210 at this time on its second reading:

CSSB 210, Relating to the required repeal or amendment of two state agency
rules before adoption of a new state agency rule that increases costs to regulated
persons.

The motion prevailed.

Senators Garcia, Rodriguez, and Watson asked to be recorded as voting "Nay" on
suspension of the regular order of business.

The bill was read second time.
Senator Kolkhorst offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 210 (senate committee report) as follows:

(1) In SECTION 1 of the bill, in added Section 2001.0045(c)(1), Government
Code (page 1, line 46), strike "or".

(2) In SECTION 1 of the bill, in added Section 2001.0045(c)(2)(B),
Government Code (page 1, line 51), between "rule" and the underlined period, insert
the following: T
; or
T (3) is adopted in response to a natural disaster.

The amendment to CSSB 210 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

Senator Uresti offered the following amendment to the bill:
Floor Amendment No. 2

Amend CSSB 210 (senate committee report) as follows:
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(1) In SECTION 1 of the bill, in added Section 2001.0045(c)(1), Government
Code (page 1, line 46), strike "or".

(2) In SECTION 1 of the bill, in added Section 2001.0045(c)(2)(B),
Government Code (page 1, line 51), between "rule" and the underlined period, insert
the following: T
; or

(3) is adopted by the Department of Family and Protective Services

The amendment to CSSB 210 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 2.

CSSB 210 as amended was passed to engrossment by a viva voce vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:

Nays: Garcia, Rodriguez, Watson.

COMMITTEE SUBSTITUTE
SENATE BILL 210 ON THIRD READING

Senator Kolkhorst moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 210 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 28, Nays 3.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Campbell, Creighton, Estes,
Hall, Hancock, Hinojosa, Huffines, Huffman, Hughes, Kolkhorst, Lucio, Menéndez,
Miles, Nelson, Nichols, Perry, Schwertner, Seliger, Taylor of Galveston, Taylor of
Collin, Uresti, West, Whitmire, Zaffirini.

Nays: Garcia, Rodriguez, Watson.

The bill was read third time and was passed by the following vote: Yeas 28,
Nays 3. (Same as previous roll call)

COMMITTEE SUBSTITUTE
SENATE BILL 1729 ON SECOND READING

Senator Birdwell moved to suspend the regular order of business to take up for
consideration CSSB 1729 at this time on its second reading:

CSSB 1729, Relating to the reporting and disposition of certain state-owned real
property.
The motion prevailed.

Senator Nelson asked to be recorded as voting "Nay" on suspension of the
regular order of business.

The bill was read second time and was passed to engrossment by a viva voce
vote.

All Members are deemed to have voted "Yea" on the passage to engrossment
except as follows:
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Nays: Nelson.

COMMITTEE SUBSTITUTE
SENATE BILL 1729 ON THIRD READING

Senator Birdwell moved that Senate Rule 7.18 and the Constitutional Rule
requiring bills to be read on three several days be suspended and that CSSB 1729 be
placed on its third reading and final passage.

The motion prevailed by the following vote: Yeas 30, Nays 1.
Nays: Nelson.

The bill was read third time and was passed by the following vote: Yeas 30,
Nays 1. (Same as previous roll call)

SENATE BILL 1467 ON SECOND READING

Senator West moved to suspend the regular order of business to take up for
consideration SB 1467 at this time on its second reading:

SB 1467, Relating to the Texas college work-study program and to establishing a
program for the off-campus employment of certain students at public or private
institutions of higher education.

The motion prevailed by the following vote: Yeas 24, Nays 7.

Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Estes, Garcia, Hall,
Hinojosa, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols, Perry,
Rodriguez, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire, Zaffirini.

Nays: Burton, Creighton, Hancock, Huffines, Nelson, Schwertner, Taylor of
Collin.

The bill was read second time.
Senator Schwertner offered the following amendment to the bill:
Floor Amendment No. 1

Amend SB 1467 (senate committee printing) in SECTION 4 of the bill, in added
Section 56.0856(a)(4), Education Code, on page 3 as follows:

(1) On line 14, strike "and".

(2) Between lines 14 and 15, insert the following:

(5) be eligible for federal financial aid, except that the person is not required
to meet any financial aid need requirement applicable to a particular federal financial
aid program; and

(3) Online 15, strike "(5)" and substitute "(6)".

The amendment to SB 1467 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

SB 1467 as amended was passed to engrossment by the following vote: Yeas 25,
Nays 6.
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Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Estes, Garcia, Hall,
Hinojosa, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Burton, Creighton, Hancock, Huffines, Nelson, Taylor of Collin.
SENATE BILL 1467 ON THIRD READING

Senator West moved that Senate Rule 7.18 and the Constitutional Rule requiring
bills to be read on three several days be suspended and that SB 1467 be placed on its
third reading and final passage.

The motion prevailed by the following vote: Yeas 26, Nays 5.

Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Estes, Garcia, Hall,
Hinojosa, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Taylor of Collin, Uresti, Watson,
West, Whitmire, Zaffirini.

Nays: Burton, Creighton, Hancock, Huffines, Nelson.

The bill was read third time and was passed by the following vote: Yeas 25,
Nays 6.

Yeas: Bettencourt, Birdwell, Buckingham, Campbell, Estes, Garcia, Hall,
Hinojosa, Huffman, Hughes, Kolkhorst, Lucio, Menéndez, Miles, Nichols, Perry,
Rodriguez, Schwertner, Seliger, Taylor of Galveston, Uresti, Watson, West, Whitmire,
Zaffirini.

Nays: Burton, Creighton, Hancock, Huffines, Nelson, Taylor of Collin.

COMMITTEE SUBSTITUTE
SENATE BILL 515 ON SECOND READING

The President laid before the Senate CSSB 515 by Senator Taylor of Collin on
its second reading. The bill had been read second time, amended, and further
consideration postponed:

CSSB 515, Relating to the right of certain public officers to access public
information, documents, records, and property; creating criminal offenses.

Question: Shall CSSB 515 as amended be passed to engrossment?
Senator Menéndez again offered the following amendment to the bill:
Floor Amendment No. 1

Amend CSSB 515 (senate committee report) as follows:
(1) In SECTION 1 of the committee substitute, strike added Section 674.051(a),
Government Code (page 1, lines 45 through 49), and substitute the following:
(a) This section does not apply to public information that is confidential or
excepted from disclosure under:
(1) Section 552.0038;
(2) Section 552.108;
(3) Section 552.119; or
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(4) Section 552.147.
(2) In SECTION 2 of the committee substitute, strike added Section 206.002(a),
Government Code (page 4, lines 24 through 28), and substitute the following:
(a) This section does not apply to public information that is confidential or
excepted from disclosure under:
(1) Section 552.0038 Government Code;
(2) Section 552.108 Government Code;
(3) Section 552.119 Government Code; or
(4) Section 552.147 Government Code.

The amendment to CSSB 515 was again read and was adopted by a viva voce
vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 1.

VOTE RECONSIDERED

On motion of Senator Taylor of Collin and by unanimous consent, the vote by
which Floor Amendment No. 2 was adopted was reconsidered.

Question: Shall Floor Amendment No. 2 to CSSB 515 be adopted?

Senator Taylor of Galveston offered the following amendment to Floor
Amendment No. 2:

Floor Amendment No. 4

Amend Floor Amendment No. 2 to CSSB 515 as follows:
(1) On page 1, lines 4 and 5 of the amendment, strike "the personal office of an
elected or appointed officer" and substitute the following:
"the personal office of:
(A) an elected or appointed officer; or
(B) an employee of the state governmental body".
(2) On page 1, lines 9 and 10 of the amendment, strike "the personal office of an
elected or appointed officer" and substitute the following:
"the personal office of:
(A) an elected or appointed officer; or
(B) an employee of the political subdivision".

The amendment to Floor Amendment No. 2 to CSSB 515 was read and was
adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 4.

Question recurring on the adoption of Floor Amendment No. 2 to CSSB 515, the
amendment as amended was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 2 as amended.
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Senator Huffman offered the following amendment to the bill:
Floor Amendment No. 5

Amend CSSB 515 (senate committee report) as follows:

(1) In SECTION 1 of the bill, in added Section 674.053(a), Government Code
(page 2, line 6), strike "may" and substitute "shall".

(2) In SECTION 2 of the bill, in added Section 206.004(a), Local Government
Code (page 4, line 55), strike "may" and substitute "shall".

The amendment to CSSB 515 was read and was adopted by a viva voce vote.

All Members are deemed to have voted "Yea" on the adoption of Floor
Amendment No. 5.

CSSB 515 as amended was passed to engrossment by the following
vote: Yeas 20, Nays 11.

Yeas: Bettencourt, Birdwell, Buckingham, Burton, Creighton, Estes, Hall,
Hancock, Hinojosa, Huffines, Hughes, Kolkhorst, Nelson, Nichols, Perry, Seliger,
Taylor of Collin, Watson, West, Zaffirini.

Nays: Campbell, Garcia, Huffman, Lucio, Menéndez, Miles, Rodriguez,
Schwertner, Taylor of Galveston, Uresti, Whitmire.

REMARKS ORDERED PRINTED

On motion of Senator Menéndez and by unanimous consent, the remarks by
Senators Taylor of Collin and Menéndez regarding CSSB 515 were ordered reduced
to writing and printed in the Senate Journal as follows:

President: Senator Menéndez.

Senator Menéndez: I just, I didn't want to interrupt, but I do have a couple of
questions for legislative intent.

President: Sure, Senator Taylor.

Senator Menéndez: Thank you, Mr. President. I appreciate this. I had a public
hospital from my district approach me about exempting them. They felt that, even
though with HIPPA laws, that they might already have protection on that, but they
wanted to have us put a little bit of legislative intent on the record. So, the concern
with the conflicts with HIPPA requirements to protect patient privacy and safety, so I
do appreciate your allowing me to clarify the legislative intent regarding patient
privacy. Does this bill allow for board members to access any patient medical records?

Senator Taylor of Collin: It, it, state law cannot trump federal law—
Senator Menéndez: Correct.

Senator Taylor of Collin: —and therefore, HIPPA protected records and FERPA
protected records, among others, are protected from this, so whatever law we could
pass here in the state legislature, including this law, would not penetrate through and
make available HIPPA protected records.
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Senator Menéndez: So, where there could be a nuanced situation, where they want
us to make sure that we cover this, let's say where a board member would might want
to sit on a peer review session where a patient's medical care might be discussed, it, is
it the intent of your bill to allow someone to do that?

Senator Taylor of Collin: It's the in— the, it is not. The intent is to allow elected and
appointed officials to access records so that they can govern, just like we have the
ability to access records—

Senator Menéndez: Correct.

Senator Taylor of Collin: —and documents in all state agencies, school boards have
that within their school districts. This is to give counties, cities, special purpose
districts, the governing boards and the appointed boards the ability to access
documents within what they're appointed to oversee.

Senator Menéndez: Thank you. So, I'll, I'll, I'll just roll the last three points into one
question then. So, obviously, it is not at your intent to allow any board member to
review a patient's medical chart or to have access to a surgical room, examination
room, or anywhere where a patient's being treated? Obviously, the public hospital's
very concerned about it, and they just want to be sure. And finally, you've just
already, you've told us that even if it were the intent, state law would never be able to
supercede any HIPPA requirements or other federal regulations regarding patient
privacy and safety standards that hospital's already allowed, correct?

Senator Taylor of Collin: Yes, I agree with what you just read. That's correct.

Senator Menéndez: So, just, | had, I'm having a little help myself here. So, I, I've
been asked to inquire about mental health records. Let's say that you're an appointed
board member of the local mental health authority. Would you, it is not your intent, I,
I believe that's, it's not your intent to allow that board member to look into patient
records, once again, even on a local mental health authority.

Senator Taylor of Collin: No, it's not. The, the intent is for the documents that
govern, you know, budgets, plans, policy papers, things like that, e— you know,
e-mails, but again, if there, if there's HIPPA protected information, that that is
protected because, by federal law. So, what's protected by federal law, this law or any
law passed by the State of Texas cannot penetrate through that HIPPA, HIPPA
protection.

Senator Menéndez: I appreciate your time. I didn't want to slow down your bill with
another amendment, so, but I appreciate it. Thank you. Thank you, Mr. President.

Senator Taylor of Collin: Thank you, Senator Menéndez.
HOUSE BILLS AND RESOLUTIONS ON FIRST READING

The following bills and resolutions received from the House were read first time
and referred to the committees indicated:

HB 28 to Committee on Finance.

HB 88 to Committee on Natural Resources and Economic Development.
HB 208 to Committee on Administration.

HB 264 to Committee on Education.
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HB 322 to Committee on Criminal Justice.

HB 354 to Committee on Education.

HB 355 to Committee on Criminal Justice.

HB 789 to Committee on Education.

HB 871 to Committee on Health and Human Services.
HB 873 to Committee on State Affairs.

HB 878 to Committee on Education.

HB 897 to Committee on Finance.

HB 932 to Committee on Criminal Justice.

HB 1093 to Committee on Intergovernmental Relations.
HB 1117 to Committee on Veteran Affairs and Border Security.
HB 1140 to Committee on Transportation.

HB 1352 to Committee on Natural Resources and Economic Development.

HB 1440 to Committee on Intergovernmental Relations.
HB 1456 to Committee on Business and Commerce.
HB 1503 to Committee on Criminal Justice.

HB 1526 to Committee on State Affairs.

HB 1761 to Committee on State Affairs.

HB 1896 to Committee on Natural Resources and Economic Development.

HB 1948 to Committee on Business and Commerce.
HB 2027 to Committee on Business and Commerce.
HB 2053 to Committee on Business and Commerce.
HB 2056 to Committee on Business and Commerce.
HB 2061 to Committee on Business and Commerce.

HB 2194 to Committee on Natural Resources and Economic Development.

HB 2328 to Committee on Business and Commerce.
HB 2579 to Committee on Business and Commerce.

HB 2582 to Committee on Natural Resources and Economic Development.

HB 2999 to Committee on Finance.

HB 4300 to Committee on Intergovernmental Relations.

HCR 30 to Committee on Agriculture, Water, and Rural Affairs.
HCR 31 to Committee on Agriculture, Water, and Rural Affairs.

SENATE RULES SUSPENDED
(Posting Rules)

On motion of Senator Lucio and by unanimous consent, Senate Rule 11.10(a)
and Senate Rule 11.18(a) were suspended in order that the Committee on

Intergovernmental Relations might meet and consider SJR 54 today.

SENATE RULES SUSPENDED
(Posting Rules)

On motion of Senator Taylor of Galveston and by unanimous consent, Senate
Rule 11.10(a) and Senate Rule 11.18(a) were suspended in order that the Committee

on Education might meet and consider the following bills tomorrow:
SB 1699, SB 1753.
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CO-AUTHORS OF SENATE BILL 83

On motion of Senator Hall, Senators Campbell, Estes, Huffines, and Kolkhorst
will be shown as Co-authors of SB 83.

CO-AUTHOR OF SENATE BILL 382

On motion of Senator Burton, Senator Zaffirini will be shown as Co-author of
SB 382.

CO-AUTHOR OF SENATE BILL 900

On motion of Senator Huffman, Senator Zaffirini will be shown as Co-author of
SB 900.

CO-AUTHORS OF SENATE BILL 1289

On motion of Senator Creighton, Senators Hughes, Taylor of Galveston, and
Whitmire will be shown as Co-authors of SB 1289.

CO-AUTHOR OF SENATE BILL 1367

On motion of Senator Menéndez, Senator Hinojosa will be shown as Co-author
of SB 1367.

CO-AUTHOR OF SENATE BILL 1369

On motion of Senator Menéndez, Senator Zaffirini will be shown as Co-author of
SB 1369.

CO-AUTHOR OF SENATE BILL 1426

On motion of Senator Hancock, Senator Burton will be shown as Co-author of
SB 1426.

CO-AUTHOR OF SENATE BILL 1437

On motion of Senator Schwertner, Senator Hall will be shown as Co-author of
SB 1437.

CO-AUTHOR OF SENATE BILL 1602

On motion of Senator Campbell, Senator Creighton will be shown as Co-author
of SB 1602.

CO-AUTHOR OF SENATE BILL 1729

On motion of Senator Birdwell, Senator Zaffirini will be shown as Co-author of
SB 1729.

CO-AUTHOR OF SENATE BILL 1812

On motion of Senator Taylor of Collin, Senator Burton will be shown as
Co-author of SB 1812.

CO-AUTHOR OF SENATE BILL 1881

On motion of Senator Menéndez, Senator Uresti will be shown as Co-author of
SB 1881.
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CO-AUTHOR OF SENATE BILL 1913

On motion of Senator Zaffirini, Senator Rodriguez will be shown as Co-author of
SB 1913.

CO-AUTHORS OF SENATE BILL 2054

On motion of Senator West, Senators Hughes and Nelson will be shown as
Co-authors of SB 2054.

CO-AUTHOR OF SENATE BILL 2124

On motion of Senator Perry, Senator West will be shown as Co-author of
SB 2124.

CO-AUTHORS OF SENATE BILL 2265

On motion of Senator Taylor of Galveston, Senators Creighton and Zaffirini will
be shown as Co-authors of SB 2265.

MOMENT OF SILENCE OBSERVED

At the request of the President, the Senate observed a moment of silence in honor
of the injured first responder in Dallas and those who lost their lives or were injured in
recent storms and at The University of Texas at Austin today.

RESOLUTIONS OF RECOGNITION
The following resolutions were adopted by the Senate:
Memorial Resolutions
SR 699 by Watson, In memory of Thomas Paul Moore Jr.
SR 702 by Lucio, In memory of Renato E. Cardenas.
HCR 121 (Hinojosa), In memory of Salvador Sanchez Diaz of Edinburg.
Congratulatory Resolutions

SR 705 by Taylor of Collin, Recognizing Lucas Earl Lane for his service to the Texas
Senate.

HCR 124 (Nichols), Commemorating the 100th anniversary of the first license plate
issued by the State of Texas.

Official Designation Resolution

SR 701 by Schwertner, Designating May 2017 as Cystic Fibrosis Awareness Month
in Texas.

ADJOURNMENT

On motion of Senator Whitmire, the Senate at 5:25 p.m. adjourned, in memory
of Francis Kubosh and in honor of the recent storm victims in Senate District 2, the
injured first responder in Senate District 16, The University of Texas at Austin student
killed, those students injured, and all the students affected by the tragedy on campus,
until 11:00 a.m. tomorrow.
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APPENDIX

COMMITTEE REPORTS

The following committee reports were received by the Secretary of the Senate in
the order listed:

May 1, 2017
TRANSPORTATION — CSSB 1834, CSSB 1437
STATE AFFAIRS — CSSB 1559, CSSB 2054, CSSB 1893, CSSB 323

VETERAN AFFAIRS AND BORDER SECURITY — CSSB 1676, SCR 51,
SB 1845, CSSCR 52

HEALTH AND HUMAN SERVICES — CSSB 1682, CSSB 1021, CSSB 1881,
CSSB 879, CSSB 1693, CSSB 833

HIGHER EDUCATION — CSSB 886, CSSB 885, CSSB 247, CSSB 837

BUSINESS AND COMMERCE — CSSB 83, CSSB 255, CSSB 938, CSSB 1263,
CSSB 1289, CSSB 1520, CSSB 1023

VETERAN AFFAIRS AND BORDER SECURITY — CSSB 1679, CSSB 1018,
CSSB 1936

EDUCATION — CSSB 1883, CSSB 1659, CSSB 195, CSSB 2144, CSSB 529,
CSSB 2039, CSSB 1278, SB 1786, SB 801, SB 825, SB 1005, CSSB 1886,
CSSB 1318, CSSB 1839

STATE AFFAIRS — HB 1020, HB 1495, HB 1001, SB 1942

BILLS ENGROSSED
April 27, 2017
SB 399, SB 457, SB 518, SB 591, SB 602, SB 687, SB 692, SB 738, SB 814,
SB 1070, SB 1148, SB 1491, SB 1584, SB 1622, SB 1633, SB 1655, SB 1698,
SB 1731, SB 1780, SB 1929, SB 2053, SB 2076, SB 2127, SB 2205
RESOLUTIONS ENROLLED
April 27, 2017
SCR 25, SCR 43, SCR 44, SCR 45, SR 640, SR 689, SR 690, SR 691, SR 692,
SR 693, SR 694, SR 695, SR 697, SR 698
SENT TO GOVERNOR
May 1,2017
SCR 25, SCR 43, SCR 44, SCR 45



