BILL ANALYSIS

Senate Research Center C.SSB. 455
76R7093 GJH-F By: Madla
Intergovernmental Relations

3/10/1999

Committee Report (Substituted) REVISED

DIGEST

Currently, the San Antonio Fire and Police Pension Fund provides pension benefits for San Antonio fire
fighters, police officers, and their beneficiaries. This bill would amend the Government Code regarding
the Policeand Fire Fighter Retirement System in certain municipalitiesto increasethe maximum Backward
Deferred Retirement Option Plan period, providethat desth benefitsbepaidto aretiree’ sestatefor retirees
with no beneficiaries, increase benefits for wholly dependent orphaned children, increase spousd benefits
for retirees, provide a one-time adjustment of 1 percent to 10 percent in benefits, and increase the
retirement benefit formula

PURPOSE

As proposed, C.S.SB. 455 amends the Government Code regarding the Police and Fire Fighter
Retirement System in certain municipalities to increase the maximum Backward Deferred Retirement
Option Plan period, provide that death benefits be paid to a retiree’ s estate for retirees with no
beneficiaries, increase benefits for wholly dependent orphaned children, increase spousd benefits for
retirees, provide aone-time adjustment of 1 percent to 10 percent in benefits, and increase the retirement
benefit formula

RULEMAKING AUTHORITY

This bill does not grant any additiona rulemaking authority to a state officer, ingtitution, or agency.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 1.05, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), to provide that an amount payable, rather than aretirement annuity, from the
firefighters and police officers penson fund (fund) is exempt from garnishment, assgnment, attachment,
judgments, other legal process, and inheritance or other state taxes. Provides that fund assets are exempt
from attachment, execution, aienation, and forced sde. Prohibitsajudgment lien or abstract of judgment
to be filed or perfected againgt the fund on fund assets. Establishes that a judgment lien or abstract of
judgment filed againgt the fund on fund assetsis void.

SECTION 2. AmendsSection2.04(a), Chapter 824, Actsof the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), to require the board of trustees of firefighters and police officers pension fund
(board) to eect from the trustees a presiding officer, rather than achairman, an assstant presiding officer,
rather than avice chairman, and a secretary.

SECTION 3. AmendsSection2.06(a), Chapter 824, Actsof the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), to make a conforming change.

SECTION4. AmendsSection2.07(a), Chapter 824, Actsof the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), to make a conforming change.

SECTION 5.  Amends Section 3.01, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S.), to establish that the board has the complete authority and power to purchase
with fund assets from state licenses insurers insurance policies that provide for fund reimbursement and
any trustee, officer, or employee of the board for liability imposed or damages because of certain actions
or omissonscommittedinthetrustee' s, officer’ s, or employee’ scapacity asafiduciary officer or employee
of the fund, rather than of assets, and for costs and expenses incurred in defense of a clam for certain
actions or omissions, as long as the insurance policy does not provide for reimbursement of a trustee,
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officer, or employeefor ligbility imposed or expensesincurred because of persond dishonesty, fraud, lack
of good faith, or intentiond failure to act prudently. Authorizes the board, if the insurance coverage
described by Subsection (8)(5) isinsufficient or isnot in effect, toindemnify aperson for ligbility, damages,
and reasonable legd expenses that result from certain actions or omissions occurring in the person’s
capacity asatrustee, officer, or employee of the fund without regard to the time of the occurrence of the
alegation or whether the person continuesto servein that capacity. Prohibitsthe board fromindemnifying
anindividua because of theindividud’ sdishonesty, fraudulent act, lack of good faith, or intentiond failure
to act prudently. Requiresindemnification to be determined by amgority vote of trusteeswho are not the
subject of the indemnification. Authorizesthe board to adopt apolicy for the presentation, gpprova, and
payment of indemnification clams. Makes conforming changes.

SECTION 6. Amends Section 3.02(d), Chapter 824, Acts of the 73rd Legidature, Regular Session,
1993 (Article 62430, V.T.C.S.) to make a conforming change.

SECTION 7.  Amends Section 3.03, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), asfollows:

Sec. 3.03. New heading: ORDERS FOR DISBURSEMENTS OF BENEFITS. Requireseach
member, retiree, and beneficiary to provide bank depository information to the board so that the
board can disburse benefits by dectronic transfer.  Authorizes the board to reduce the benefit
amount to which aretiree or beneficiary is otherwise entitled in order to reimbursethe fund for an
overpayment or incorrect payment of benefits to the retiree or beneficiary. Makes conforming
changes.

SECTION 8. Amends Section 5.01, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S), by amending Subsections (d), (€), and (f), and adding Subsection (g), as
follows:

(d) Requires the board to compute the retirement annuity of a member who retires after
September 30, 1997, but before October 1, 1999, at a certain rate.

(e) Requires the board to compute the retirement annuity of a member who retires after
September 1, 1999, a a certain rate. Sets forth the calculation to determine the retirement
annuity. Prohibitsaretirement annuity from exceeding, as of the date of retirement, 87 %2 percent
of the member’s average total salary.

(f) Requires service credit for unused sick leave to be prorated based on each full month of sick
leave.

(9) Redesignates existing Subsection (f) as Subsection (g). Provides that al monthly pensons
being paid by thefund to retireeswho retired before October 1, 1989, areincreased, effectivewith
the first monthly payment die on or after October 1, 1999, rather than 1997. Makes conforming
and nonsubstantive changes.

SECTION 9. Amends Section 5.015(b), Chapter 824, Acts of the 73rd Legidature, Regular Session,
1993 (Article 62430, V.T.C.S), to provide that the Backward Deferred Retirement Option Plan (back
DROP) dection results in a lump-sum payment for a number of full months of service eected by the
member that does not exceed thelesser of the number of months of service credit the member hasin excess
of 20 years or 36, rather than 24, months, is available only to amember who takes a service retirement,
and must be made at the time of application for retirement.

SECTION 10. AmendsSection’5.02(a), Chapter 824, Actsof the 73rd Legidature, Regular Sesson, 1993
(Article62430, V.T.C.S)), to ddlete text requiring aqualified person for aretirement annuity but who has
subsequently ceased to be a member of the fund or a properly enrolled member of the fire or police
department to file an application for the retirement annuity within four years after the date the person
ceased to be a fund member or properly enrolled.

SECTION 11. Amendsthe heading of Section 5.08, Chapter 824, Acts of the 73rd Legidature, Regular
Session, 1993 (Article 62430, V.T.C.S), asfollows:

Sec. 5.08. New heading: REASONABLE ACCOMMODATION.
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SECTION 12. Amends Section 5.09, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S), to require the board to order an increase of al service, disability, and degth
benefit retirement annuities, rather than retirement annuities of al retirees and beneficiaries, due to an
increase in the Consumer’ s Price Index for All Urban Consumers by a percentage that varies by the date
of the member’s service or disability retirement, rather than on the date on which the member retired, or
on the date on which the member died. Makes conforming and nonsubstantive changes.

SECTION 13. AmendsSection’5.11(b), Chapter 824, Actsof the73rd L egidature, Regular Session, 1993
(Article 62430, V.T.C.S)), to establish that any member or beneficiary who is entitled to receive any
distribution, rather than receivesany distribution fromany planwithinthesystem, thatisandigiblerollover
digtributionisentitled to havethat distribution transferred directly to another digibleretirement plan under
certain circustances.

SECTION 14. Amendsthe heading of Section 5.12, Chapter 824, Acts of the 73rd Legidature, Regular
Session, 1993 (Article 62430, V.T.C.S), asfollows:

Sec. 5.12. New heading: 13TH CHECK FOR RETIREES.

SECTION 15. AmendsSection’5.12(b), Chapter 824, Actsof the73rd L egidature, Regular Session, 1993
(Article62430, V.T.C.S.), to establish that the 13th pension check ispaid to eech retiree entitled to receive
an annuity in acertain month and isin acertain amount, rather than the amount of the penson check paid
immediately beforethe disbursement of theretiree’ s 13th check, except theamount of any such check shall

be prorated for any retiree who has been recelving an annuity for leassthan ayear by a certain amount.

Makes conforming and nonsubstantice changes.

SECTION 16. Amends the heading of Article 6, Chapter 824, Acts of the 73rd Legidature, Regular
Session, 1993 (Article 62430, V.T.C.S), asfollows:

ARTICLE 6. New heading: BENEFICIARY'SBENEFITS

SECTION 17. Amends Section 6.01, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), asfollows:

Sec. 6.01. New heading: MEMBER'S BENEFICIARY AND DEPENDENT CHILD’'S
RIGHTS. Providesthat a dependent child is entitled to receive benefits based on the service of
any parent who is amember of thefund. Makes a conforming change.

SECTION 18. Amends Section 6.02, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), to provide that if a member dies leaving a surviving spouse or a least one
dependent child, rather than children under the age of 18 years, the surviving spouse and the children are
entitled to receive an aggregate death benefit annuity from the fund in a certain amount. Prohibits the
amount of the death benefit annuity computed under Subsection (a) from exceeding the serviceretirement
annuity to which amember with the same average total salary and with 26, rather than 25, years of service
credit would beentitled. Providesthat if aretireediesleaving asurviving spouse or at least one dependent
child, the surviving spouseand dependent children areentitled to receive an aggregate desth benefit annuity
fromthefundinacertain amount. Prohibitsthe amount of adeath benefit annuity from exceeding acertain
amount. Requiresthe board to award certain portions of the annuity to certain beneficiariesif, at thetime
a death benefit annuity becomes payable under Subsection (@) or (c) of this section, the deceased leaves
asurviving spouse and at least one dependent child. Requiresthe board to award the entire annuity to the
surviving spouseif there are no dependent children at the time the annuity becomes payable. Requiresthe
board to award the entire annuity to the dependent childrenin equa shares, if thereismorethan onechild.
if there is not a surviving spouse at the time the annuity becomes payable. Redesignates the existing
Subsection (b) as Subsection (h). Deletes existing Subsections (¢) and (d) regarding the amount a
surviving spouse would recaiveif there were no dependent children, or if therewas not asurviving spouse,
the amount the dependent children would receive. Requiresthat the death benefit annuity payableto the
surviving spouse beincreased as of the day no child isentitled to receive benefits to the amount the spouse
would have received had there been no dependent children, if amember or retiree diesleaving asurviving
spouse and at least one dependent children. Requires that the death benefit annuity payable to the
dependent children be increased as of the day the surviving spouse dies to the amount the children would
have recelved had there been no surviving spouse, if amember or retiree dies leaving asurviving spouse
and at |east one dependent children. Redesignates existing Subsection (€) as Subsection (K). Requiresthe
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board toincrease adeath benefit annuity payable on October 1, 1999, to adependent child or children who
do not have aliving parent on that date to the entire amount that would have been awarded had the retiree
or member died leaving no surviving spouse if asurviving spouse is not entitled to receive benefits from
the fund on October 1, 1999. Makes conforming and nonsubstantive changes.

SECTION 19. Amends Section 6.11, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article62430, V.T.C.S)), to providethat if an active member diesand doesnot leave abeneficiary, rather
than specifically asurviving spouse, achild under 18 years of age, amentdly or physcaly disabled child,
or adependent father or mother, the etate of the deceased member is entitled to adeath benefit payment
form the fund in a certain amount or arefund of the member’ s contributions that were picked up by the
municipdity, whichever anountisgreater. Deletestext prohibiting the payment of the death benefit under
this section if the deceased member of the fund is survived by one or more beneficiaries.

SECTION 20. AmendsChapter 824, Actsof the73rd Legidature, Regular Session, 1993 (Article 62430,
V.T.C.S), by adding Section 6.115, asfollows:

Sec. 6.115. DEATH BENEFIT FOR RETIREE SESTATE. Providesthat if aretireediesand
doesnot leave abeneficiary, the estate of theretireeis entitled to adeath benefit payment from the
fund in a certain amount.

SECTION 21. Amends Section 6.12, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993
(Article 62430, V.T.C.S)), asfollows:

Sec. 6.12. New heading: 13TH CHECK FOR BENEFICIARIES. Requiresthe board, for any
year in which the board authorizes disbursement of a 13th pension check to retirees under Section
5.12, to authorize disbursement of a 13th check to each beneficiary entitled to receive an annuity
in the last month of the fisca year preceding the fisca year in which the check is disbursed.
Provides that the amount of the 13th check is equal to a certain amount, except that the amount
of the check shdl be prorated for any beneficiary who has been receiving an annuity for lessthan
ayear. Makes conforming changes.

SECTION 22. AmendsChapter 824, Actsof the 73rd L egidature, Regular Session, 1993 (Article 62430,
V.T.C.S), by adding Section 6.13, as follows:

Sec. 6.13. GUARDIANSHIP. Egablishes that any benefit payable under this article to a
dependent child may be paid only to a guardian who is gppointed in accordance with Chapter
XII1, Texas Probate Code.
SECTION 23. AmendsSection7.01(a), Chapter 824, Actsof the 73rd L egidature, Regular Session, 1993
(Article 62430, V.T.C.S), to establish that al money of the fund that is paid to the treasurer of the fund
isfor the use of that fund.
SECTION 24. AmendsSection7.51(a), Chapter 824, Actsof the 73rd Legidature, Regular Sesson, 1993
(Article62430, V.T.C.S)), to prohibit amember of the board, the executive director, or another employee
for the fund from certain actions.
SECTION 25. Effective date: October 1, 1999.

SECTION 26. Emergency clause.

SUMMARY OF COMMITTEE CHANGES

SECTION 22.

Amends Section 6.13, Chapter 824, Acts of the 73rd Legidature, Regular Session, 1993 (Article
62430, V.T.C.S)), to establish that any benefit payable under thisarticleto adependent child may
be paid only to a guardian who is appointed in accordance with Chapter XIl1I, Texas Probate
Code, rather than paid only to aguardian if aguardian is appointed in accordance with Chapter
XII1, Texas Probate Code.
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