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HB626 - from last legislative session
 Would have given cities the option to

change the definition for future employees,
other than police and fire personnel, to
participate in TMRS from a position that
normally requires at least 1,000 hours
annually to one that would require at least
1,500 hours
►Appeared to be an irrevocable choice
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HB626 - analysis
 TMRS performed a survey in March 2011

on a sample of its current member cities to
see how many individuals currently active
in TMRS would fit this potential profile
►Of the cities surveyed, approximately 1% of the

active population works between 1,000 and 1,500
hours per year, but
►Because these members are part time employees
and are typically lower paid, the long-term
impact on the total liabilities and covered payroll
could be closer to 0.50%
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HB626 – analysis (cont.)
 Would have had a very minor impact upon

the System, as a whole
►However, the impact could be slightly more

material to an individual TMRS city which
chooses to prospectively replace full time
employees with members in the 1,000 to 1,500
annual hour range
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HB626 – analysis (cont.)
 Due to the varied composition and size of

the participating employers in TMRS, the
bill would have impacted small, medium
and large cities in different ways
► For example, if a small city with ten contributing

members has two members impacted by the bill, then
20% of its workforce would be affected
• The resulting decline in covered payroll and actuarial impact

would likely be much more severe than that of a large city with
several hundred contributing members who have 1% of its
workforce affected
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HB626 – analysis (cont.)
 Impacted cities would have saved money on

future decreases in normal costs (new benefit
accruals), but would not realize a savings on the
amortization payments of their unfunded past
service liabilities and would have likely seen
their required contribution rates increase in
proportion to the decrease in payroll
► Since the bill applied to employees hired after the

effective date, there would have been no change to
current calculated contribution rates
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“Extreme” Small Example City
 3 of 10 employees determined to work less

than 1,500 hours based on reported pay
 Due to much later entry age of affected
population, the long term Normal Cost rate
drops by 0.2% (assuming new entrants
have similar demographics)
 However, if the demographics had been
reversed, you may see an increase of 0.2%
in the rate (on a smaller payroll)
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Circular 230 Notice: Pursuant to regulations issued by the IRS, to the
extent this presentation concerns tax matters, it is not intended or
written to be used, and cannot be used, for the purpose of (i)
avoiding tax-related penalties under the Internal Revenue Code or
(ii) marketing or recommending to another party any tax-related
matter addressed within. Each taxpayer should seek advice based
on the individual’s circumstances from an independent tax advisor.



This presentation shall not be construed to provide tax advice, legal
advice or investment advice.



Readers are cautioned to examine original source materials and to
consult with subject matter experts before making decisions related
to the subject matter of this presentation.



This presentation expresses the views of the author and does not
necessarily express the views of Gabriel, Roeder, Smith & Company.
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