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CHAPTER 183

S.B. No. 505

AN ACT

relating to membership and service credit in, contributions to, benefits from, and administration of the
Texas Municipal Retirement System.

Be it enacted by the Legislature of the State of Texas:

SECTION 1. Subdivision (6), Section 61.001, Title 110B, Revised Statutes, as amended,
is amended to read as follows:

(6) “Compensation” means the sum of payments made to an employee for perform-
ance of personal services, as certified on a written payroll of an employing department,
that does not exceed any rate of compensation fixed by a governing body as the
maximum salary on which member contributions to the retirement system may be
based, and includes amounts by which payment for earnings is reduced by reason
of:

(A) employer pick-up of employee contributions to the retirement system
under Section 65.402() of this subtitle;

(B) deferral of compensation under benefit plans adopted by the employer
pursuant to Section 401(k) or Section 457 of the United States Internal Revenue
Code of 1986 (26 U.S.C. Sections 401(k), 457);

(C) cost of benefits furnished under qualified cafeteria plans adopted by the
employer pursuant to Section 125 of the United States Internal Revenue Code of
1986 (26 U.S.C. Section 125);

(D) cost of tax-sheltered annuities acquired for the employee under Section
403(b) of the United States Internal Revenue Code of 1986 (26 U.S.C. Section
403(b)); and
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(E) deductions for Federal Insurance Contributions Act taxes, federal income
taxes, or other obligations of the employee.
SECTION 2. Section 62.003, Title 110B, Revised Statutes, is amended to read as
follows:
Sec. 62.003. SUPPLEMENTAL DISABILITY BENEFITS FUND. (a) 4 municipality

may mot elect to participate in the supplemental disability benefits fund after the
effective date of the 1987 amendment of tkzs sectzon [A-maempal&y—thatw
mg_m—the—petmnen: 6 5

(b) Each mumczpalzty that elected to participate in the supplemental disability
benefits fund before the effective date of the 1987 amendment of this section ceases
participation in that fund at midnight on December 31, 1987, and its employees shall
cease to be covered for supplemental disability benef ts as to any injuries subsequent-
ly sustained. Each municipality participating in the supplemental disability fund
on December 31, 1987, is entitled to participate in any distributions and transfers
autkonzed by the board of trustees pursuant to Sectwn 6’.7 JI.? of thzs subtztle [Aa

N h n 00

SECTION 3. Section 62.101, Title 110B, Revised Statutes, is amended to read as
follows:

Sec. 62.101. GENERAL MEMBERSHIP REQUIREMENT. (a) Except as otherwise
provided by this subchapter, a person who is not a member becomes a member of the
retirement system if:

(1) on the date a municipal department’s participation in the retirement system
becomes effective, the person is an employee of the department

(2) after August 31, 1987 [the-da

effective], the person becomes an employee of a parhczpatmg [the] department [and49
less-than-55-years—-old], or

(3) the person on August 31, 1987, is an employee of a part1c1patmg department but
is not @ member because at the time of employment the person’s age exceeded the
ma:mmum age jor becomzng a membm [tha&hasan-ef-ﬁee&ve—dat-e—ef—pa;he&pa&m

municipality-is-equal-to-orgreater-than-the-difference
and-the—pe:sen—;s—reempleyed—by—ﬂae—mume&pahty]

(b) Any person to whom Subsection (a)(1) of this section applies becomes a member of
the retirement system on the date the department’s participation becomes effective, and
any person to whom Subsection (a)(2) [ex{a}4)] of this section applies becomes a member
of the retirement system on the date the person is employed [or-reemployed]. A person
to whom Subsection (a)(3) of this sectlon applles becomes a member of the retlrement
systemonSeptember] 1987[ 0 partment’s-p n-become oetive

SELTION 4. Sectlon 62 105 Txtle 110B Rev1sed Statutes as amended, is amended to
read as follows:

Sec. 62.105. OPTIONAL PRIOR SERVICE CREDITS {MEMBERSHIP-REQUIRE-
MENT]. (a) The governing body of a municipality that has an effective date of partic-
ipation in the retirement system before September 1, 1987, and that allows service
retirement of a member at age 60 or older with at least 10 years of credited service
may by ordinance allow prior service credit for service performed JSor the municipali-
ty before September 1, 1987, by any person who at the time of performmg the service
was not a member because at the time of employment the person’s age exceeded the
maximum age for becommg a mefmber [
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mammam—age—fommbershp]

(b) A governing body may not adopt an ordinance under this section unless the
actuary first determines, on the basis of mortality and other tables adopted by the
board of trustees, that all obligations of the municipality to the municipality accumu-
lation fund, including obligations proposed under the ordinance, can be funded by
the mumczpahty unthm zts mazimum cantnbutzon rate and within zts amort'zzatzon
penod[ J on-—64 of-this-subtitle

SECTION 5. Sectlon 62.108, Title 110B, Rewsed Statubes, is amended to read as
follows:

Sec. 62.108. RESUMPTION OF SERVICE BY RETIREE. (a) Except as provided by
this section, a retiree is not entitled to be paid a service retirement benefit for any
month in which the retiree is regularly employed by any participating municipality.
If a retiree is paid a retirement benefit for any month during which the retiree is
ineligible as provided by this section, the benefit otherwise payable to the retiree for
subsequent months shall be suspended for an equivalent period. Loss of benefits
pursuant to this section does not extend any period of guaranteed benefits elected
pursuant to any provision of this subtitle.

(b) For purposes of this section, a retiree is not considered regularly employed by a
participating municipality if the retiree is employed for 700 hours or less during any
calendar year.

(¢) FEach participating municipality that employs a retiree shall report the fact
and terms of employment and payment of the retiree on a form prescribed by the
board.

(d) A person who has retlred under thls subtltle because of service may not reJom the
retirement system [or—re : - < ¥ ).

SECTION 6. Subsection (a), Sectlon 63.102, Tltle 110B, Rewsed Statutes, as amended,
is amended to read as follows:

(@) A member is eligible to receive credit in the retirement system for prior service if
the member:

(1) became a member as an employee of a department of a municipality on the
effective date of the department’s participation in the retirement system;

(2) became a member as an employee of a department of a municipality before the
fifth anniversary of the effective date of the department’s participation and continued
as an employee of a participating department of the municipality for at least five
consecutive years after reemployment; or

(8) became a member September 1, 19827, by virtue of Sections 62.101(a)(3) and (b)
of this subtitle and has service before that date with a municipality that has
adopted the provisions of Section 62.105 [:

[« der_Se 5 of th btitle].
SECTION 1. Sectxon 64.102, Title 110B, Revised Statutes, as amended is amended by
amending Subsections (a), (b), and (c) and adding Subsection- (f) to read as follows:
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(a) A member is ellglble[—begmmg—on—%he—ﬁ%m,mme%ary—eﬁxhe@ﬁe@%daw
the—person’s—membership;] to retire and receive a service retirement annuity, if the
member:

(1) is at least 60 years old and has at least 15 years of credited service in the
retirement system; or
(2) has at least 28 years of credlted service in the retlrement system.

(b) A member is eligible(;

] to retire and receive a service retirement annuxty, if the
member is at least 50 years old and has at least 25 years of credited service in the
retirement system performed for one or more municipalities that:

(1) have effective dates of participation in the retirement system after May 28, 1969;
or

(2) have adopted a like provision under Section 64.201 or 64.202 of this subtitle.

(0 A member is eligible[-beginning—on-the-first-anniversaryof-the-effective-date of

] to retire and receive a service retirement annulty, if the
member is at least 60 years old and has at least 10 years of credited service in the
retirement system performed for one or more municipalities that either have an effective
date of participation in the retirement system after August 26, 1979, or have adopted a
like provision under Section 64.202 of this subtitle.

(H A member is eligible to retire and receive a service reiirement annuity i the
member has at least 25 years of credited service in the retirement system performed
Jfor one or more municipalities that have participation dates after September 1, 1987,
or that have adopted a like provision under Section 64.202(f) of this subtitle.

SECTION 8. Section 64.202, Title 110B, Revised Statutes, as amended, is amended by
amending Subsection (b) and adding Subsection (f) to read as follows:

(b) The governmg body may authorlze a member[—begmnmg—en—dae—h&st—mmar—y

p;] to retire and receive a service

retxrement annulty, if the member

(1) is at least 50 years old and has at least 25 years of credited service performed
for one or more municipalities that have authorized eligibility under this subdivision; or

(2) is at least 60 years old and has at least 10 years of credited service performed
for one or more municipalities that either have authorized eligibility under this subdivi-
sion or have a participation date in the retirement system after August 26, 1979.
® The governing body may authorize o member to retire and receive a service

retirement benefit if the member has at least 25 years of credited service performed
Jor one or more municipalities that either have authorized eligibility under this
subdivision or have a participation date in the retirement system after September I,
1987.

SECTION 9. Subchapter C, Chapter 64, Title 110B, Reviscd Statutes, as amended, is
amended by adding Section 64.204 to read as tfollows:

Sec. 64.204. OPTIONAL BENEFIT FOR SURVIVING SPOUSE OF VESTED EM-
PLOYEE. (a) This section applies to all municipalities having a participation date in
the retirement system after August 31, 1987. The governing body of any municipality
having an earlier effective date of participation may by ordinance adopt the provi-
sions of this section if the actuary first determines, on the basis of mortality and
other tables adopted by the board of trustees, that all obligations of the municipality
to the municipality accumulation fund, including obligativns proposed under the
ordinance, can be funded by the municipality within its maximum contribution rate
and within its amortization period.

(b)) If a member who has sufficient credited service performed for municipalities
that have adopted or are subject to this section to entitle the member to withdraw
Sfrom service, to leave on deposit with the retirement system the member's accumulat-
ed contributions and, on attainment of an age prescribed by this subtitle, to retire
with o service retirement benefit dies before becoming eligible for service retirement
and leaves surviving a lawful spouse whom the member has designated as beneficiary
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entitled to payment of the member’s accumulated contributions in the event of the
member’s death before retirement, the surviving spouse may by written notice filed
with the board elect to leave the accumulated deposits with the retirement system
subject to the terms of this section. If the accumulated deposits have not been
withdrawn before such time as the member, if living, would have become entitled to
service retirement, the surviving spouse may elect to receive, in lieu of the accumulat-
ed deposits, an annuity payable monthly during the lifetime of the surviving spouse
in the amount that would have been payable to the surviving spouse had the member
lived and retired at that date under an optional annuity described by Section
64.104(c)(1) of this subtitle.

(c) At any time before payment of the first monthly benefit of an annuity, a
surviving spouse to whom this section applies may, after filing a written application
with the board of trustees, receive payment of the accumulated contributions credited
to the account of the member in lieu of any benefits otherwise payable under this
section. If the surviving spouse dies before paymeint of the first monthly benefit of an
annuity allowed under this section, the accumulated contributions credited to the
account of the member shall be paid to the estate of the spouse.

SECTION 10. Section 64.302, Title 110B, Revised Statutes, is amended to read as
follows:
Sec. 64.302. ELIGIBILITY FOR DISABILITY RETIREMENT ANNUITY. (a) 4
opt-as-provide : ion : on-a] member who has less than 10
years of credlted service in the retlrement sysbem is eligible to retire and receive a
disability retirement annuity if the member is the subject of a certification issued as
provided by Section 64. 303(b)(1) of this subutle

(b) A [Exe od-b beeetion ion,-a] member who has at least
10 years of credlt,ed service in the retlrement; system but is not eligible for a service
retirement annuity is eligible to retire and receive a disability retirement annuity if the
member is the subject of a certification issued as provided by Section 64.303(b)(2) of this
subtitle.

[e —A-membe is-not-e "' o-to-retirefo disabili
effective-date-of-the person’s membership.|

SECTION 11. Section 64.401, Title 110B, Revised Statutes, is amended to read as
follows:

Sec. 64.401. ELIGIBILITY FOR SUPPLEMENTAL DISABILITY RETIREMENT
ANNUITY. (@) A member as an employee of a municipal department included, as
provided by Section 62.003 of this subtitle, in the coverage of the supplemental disability
benefits fund is eligible to retire and receive a supplemental disability retirement annuity
if the member:

(1) is eligible to receive a disability retirement annuity under Section 64.302 of this
subtitle; [and]

(2) is the subject of a certification and finding under Section 64.402 of this subtitle,
as well as a certification under the applicable finding provided by Section 64.303 of this
subtitle; and

(3) files an application for the benefits before January 1, 1989.

(b) Any claim for supplemental disability benefits not filed with the board of
trustees before January 1, 1989, is barred.

SECTION 12. Subsection (b), Section 64.402, Title 110B, Revised Statutes, is amended
to read as follows:

(b) A member is entitled to a supplemental disability retirement annuity if the board
of trustees, after receiving a certification of disability for the member under this section,
finds that the member’s incapacity:

(1) is the direct result of injuries sustained after the effective date of coverage of
the member in the supplemental disability benefits fund and before January 1, 1988, as

a direct and proximate result of the performance of the duties of the member’s

employment; and
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(2) is likely to be permanent,

SECTION 13. Subchapter E, Chapter 64, Title 110B, Revised Statutes, as amended, is
amended by adding Sections 64.405, 64.406, 64.407, 64.408, 64.409, and 64.410 to read as
follows:

See. 64,405, OPTIONAL OCCUPATIONAL DISABILITY BENEFITS PROGRAM.
(a) This section and Sections 64.406, 64.402, 64.408, 64.409, and 64.410 of this subtitle,
providing for an occupational disability benefits program, apply to municipalities
having a participation date in the retirement system after August 31, 1987. The
governing body of any municipality khaving an earlier effective date of participation
may by ordinance adopt the provisions of this section and Sections 64.406, 64.407,
64.408, 64409, and 64410 in liew of the disability program provided for under
Subchapter D of this chapter.

(b) A governing body may not adopt an ordinance under this section unless the
actuary first determines, on the basis of mortality and other tables adopted by the
board of trustees, that all obligations of the municipality to the municipality accumu-
lation fund, including obligations proposed under the ordinance, can be funded by
the municipality within its maximum contribution rate and within its amortization
period.

Sec. 64.406. APPLICATION FOR OCCUPATIONAL DISABILITY BENEFITS. A
member who is employed by a municipality that has adopted or is subject to the
occupational disability benefits program may apply for an occupational disability
retirement benefit in the same form and manner as that prescribed by Section 64.301
of this subtitle.

Sec. 64.407. ELIGIBILITY FOR BENEFITS AND DETERMINATION OF DISABIL-
ITY. (a) As soon as practicable after an application for occupational disability
benefits has been filed, the medical board shall evaluate the medical and other
pertinent information concerning the meméber’s application. The medical board may
require the member to be exumined by one or more physicians designated by it.

(b) The medical board shall issue a certification of occupational disebility and
send it to the board of trustees if the medical board finds:

(1) that the member is physically or mentally disabled for further performance
of the duties of the member’s employment;

(2) that the disability is likely to be permanent; and
(3) that the member should be retired.

(c) A member who is issued a certificate by the medical board as provided by this
section is eligible to receive a standard occupational disability retirement annuity on
the terms prescribed by Section 64.408 of this subtitle.

Sec. 64.408. STANDARD OCCUPATIONAL DISABILITY RETIREMENT ANNUI-
TY. (a) The standard occupational disabiiity retirement annuity payable under this
subchapter is the sum of the member's prior service annuity and current service
annuity, payable monthly during the lifetime of the retiree, but reduced as to any
month or series of months as provided in this section. A prior service annuity is
subject to reduction under Section 65.308(f) of this subtitle.

(b) During any month in which ¢ retiree who is less than 60 years old receives
earned income subject to taxation under the Federal Insurance Contributions Act or
which would be subject to those taxes if the employer were not an exempt organiza-
tion, the standard occupational disability retirement annuity may not exceed the
greater of the following amounts:

(1) the amount that is required to be added to the retiree’s earned income for the
month to equal the average compensation on which the retiree made membership
contributions to the retirement system during the 12 months preceding disability
retirement; or

(2) the monthly annuity attributable to the retiree’s accumulated contributions
at the time of the person’s retirement.
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(c) For purposes of this section, the amount received as the standard occupational
disability retirement benefit during any month is considered to include 1/12 of the
amount of any distributive benefit payable to the member under authority of Section
65.311 of this subtitle for the calendar year, but any amount by which the annuity is
increased pursuant to Section 64.203 of this subtitle is excluded.

(d) If a retiree is paid an occupational disability retirement annuity for any
month or series of months in amounts exceeding the sum allowable under Subsection
(b) of this section, the retirement system shall reduce subsequent monthly payments
successively until the amounts of the overpayments have been offset.

Sec. 64.409. REPORTS REQUIRED OF RETIREES. (a) A disability retiree who is
less than 60 years old and who accepts employment or during any month receives
income that is subject to taxation under the Federal Insurance Contributions Act
shall promptly notify the board of trustees in writing if the amount of the earnings,
when added to the amount of the standard occupational disability retirement benefit,
produces a sum in excess of the average monthly compensation on which the retiree
made member contributions during the 12-month period preceding the date of the
person’s retirement.

(b) Each retiree who is receiving an occupational disability retirement annuity
and 18 less than 60 years old shall make annual reports to the board of trustees on
such form as the board may prescribe, concerning receipt by the retiree ., income that
18 subject to taxation under the Federal Insurance Contributions Act or that would be
subject to those taxes if the employer were not an exempt organization, along with
any supporting information as may be required by the board of trustees. If a retiree
Jails to provide the information required under this section, the director may suspend
payments of the annuity until the retiree provides the required information.

Sec. 64.410. OPTIONAL OCCUPATIONAL DISABILITY RETIREMENT ANNUITY.
(a) Instead of the standard occupational disability retirement annuity payable under
Section 64.408 of this subtitle, a member retiring for disability may elect to receive an
optional occupational disability retirement annuity under this section.

(b) An optional occupational disability retirement annuity is payable throughout
the life of the retiree and is actuarially adjusted from the standard occupational
disability retirement annuity to its actuarial equivalent under the option selected
under Subsection (c) of this section.

(c) An eligible person may select any optional annuity approved by the board of
trustees, the entire benefit of which is certified by the actuary as the actuarial
equivalent of the annwity to which the person is entitled, or may select one of the
Jollowing options, which provide that: :

(1) after the retiree’s death, the reduced annuity is payable throughout the life of
a person designated by the retiree;

(2) after the retiree’s death, one-half of the reduced annuity is payable through-
out the life of a person designated by the retiree;

(3) if the retiree dies before 120 monthly annuity payments have been made, the
remainder of the 120 payments is payable to the retiree’s beneficiary or, if one does
not exist, to the retiree’s estate; or

(4) 1if the retiree dies before 180 monthly annuity payments have been made, the
remainder of the 180 payments is payable to the retiree’s beneficiary or, if one does
not exist, to the retiree’s estate.

(d) An option under Subsection (c) of this section applies to both prior and current
service annuities, except that prior service annuities are subject to reduction under
Section 65.308(f) of this subtitle.

(e) To select an optional occupational disability retirement annuity, a member or
retiree must make the selection and designate a beneficiary on a form prescribed by
and filed with the board of trustees before the 31st day afier the effective date of
retirement.
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(D If a retiree’s disability retirement annuity is subject to reduction under Section
64.408 of this subtitle, the reduction of the optional occupational disability retirement
annuity will be based on the relationship of the optional annuity to the standard
disability retirement annuity.

SECTION 14. Section 65.313, Title 110B, Revised Statutes, as amended, is amended to
read as follows:

Sec. 65.313. SUPPLEMENTAL DISABILITY BENEFITS FUND. (a) The retirement
system shall deposit in the supplemental disability benefits fund contributions to provide
supplemental disability benefits in accordance with Section 65.408 of this subtitle. The
retirement system may not establish separate accounts in the fund for municipalities
participating in the fund but shall credit contributions to a single account.

(b) The retirement system shall pay supplemental disability benefits only from money
in the supplemental disability benefits fund, and the benefits are not an obligation of
other funds of the system.

(¢) The beginning date of participation of each municipality participating in the
supplemental disability benefits fund is that determined by the board of trustees.
Participation terminates January 1, 1988 [The board-of trustees—shall determine the

(d) As soon as practicable after December 31, 1988, the actuary shall calculate the
amount of reserves required to pay all annuities that are obligations of the supple-
mental disability benefits fund. If the board of trustees determines, on the basis of
the calculations made by the actuary, that the money to the credit of the fund is
materially in excess of the amount of reserves needed to assure payment of all
annuities that are obligations of the fund, the board may direct that a portion of the
excess shall be transferred from the supplemental disability benefits fund to the
municipality accumulation fund and credited to the respective accounts of the
participating municipalities in such proportions as the board of trustees determines
to be the ratio of their respective contributions to the total of all contributions to the
supplemental disability benefits fund. When all annuities payable from the supple-
mental disability benefits fund have been finally paid and discharged, the board of
trustees shall direct that the money remaining in the supplemental disability benefits
Jund shall be transferred and credited to the accounts of the respective participating
municipalities in the municipality accumulation fund in proportion to the same
ratios of their contributions to the total of all contributions to the supplemental
disability benefits fund. [ i icipati icipality is:

[¢e
date.]

SECTION 15. Subsection (a), Section 65.401, Title 110B, Revised Statutes, is amended
to read as follows:

(a) Each municipality that has one or more departments participating in the retirement
system by ordinance shall designate the rate of member contributions for employees of a
participating department. The municipality shall elect a rate of three, five, sixz, or seven
percent of the employees’ compensation. Different departments of a municipality may
have different rates of member contributions.

SECTION 16. Subsection (e), Section 65.402, Title 110B, Revised Statutes, is amended
to read as follows:

(e) The treasurer or disbursing officer of each participating municipality shall:

(1) make deductions from each member’s compensation for contributions to the
retirement system;
(2) transmit monthly, or at the time designated by the board of trustees, a certified
copy of the payroll; and
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(3) pay the deductions in cash to the board of trustees at the board’s home office
before the 16th day of the month following that for which the deductions are
required to be made.

SECTION 17. Section 65.408, Title 110B, Revised Statutes, is repealed.

SECTION 18. Subchapter E, Chapter 65, Title 110B, Revised Statutes, as amended, is
amended by adding Section 65.411 to read as follows:

Sec. 65.411. INTEREST ON LATE CONTRIBUTIONS. (a) A participating munici-
pality that fails to remit before the 16th day of the month all contributions required
by this subchapter to be made and remitted to the retirement system by that date shall
pay to the retirement system, in addition to the contributions, interest on the
past-due amounts at an annual rate that is the total of the rates of interest credited
by the retirement system to accounts in the municipality accumulation Jund for the
preceding calendar year, plus two percent. The retirement system shall notify
participating municipalities of the rate of interest that will be due on late payments.

(b) Payment is considered timely made if transmitted by first-class United States
mail, postage prepaid, and postmarked not later than the 15th day of the month in
which the payment is due.

SECTION 19. (a) Except as provided by Subsection (b) of this section, this Act takes
effect immediately.

(b) Section 17 of this Act takes effect January 1, 1988.

SECTION 20. The importance of this legislation and the crowded condition of the
calendars in both houses create an emergency and an imperative public necessity that the
constitutional rule requiring bills to be read on three several days in each house be
suspended, and this rule is hereby suspended, and that this Act take effect and be in force
according to its terms, and it is so enacted.

Passed the Senate on April 2, 1987, by the following vote: Yeas 31, Nays 0. Passed the

House on May 14, 1987, by a non-record vote.

Approved May 26, 1987.

Effective Aug. 31, 1987, 90 days after date of adjournment, except § 17, effective Jan. 1,
1988.
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