
ARHME General Membership Meeting 

The Association of Retired Houston Municipal Employees (ARHME) held a general 
membership meeting on June 12, 2017 at the E. B. Cape Center. About 110 people 
were in attendance.  

ARHME President George Bravenec called the meeting to order at 11:03 a.m.  

Mr. Bravenec opened the meeting by welcoming everybody and briefly discussing the 
recent state legislative session and the passage of the pension bill that made changes 
to our pension system. He said that changes were coming and the resulting bill was our 
best option, it could have been far worse. He also discussed the status of the current 
membership which now totals about 920 members. Also, he discussed the importance 
of the ARHME PAC. He thanked those who were contributing to the PAC and 
encouraged others who were not to do so. Currently there about 100 members that 
contribute monthly to the PAC. It is an important way to gain attention to our issues and 
provide a little leverage when meeting with elected officials.   

Mr. Bravenec announced that the next ARHME Social is to be held on Thursday 
October 12th at the Bayland Community Center at 11 a.m.  Lunch will be served around 
noon.   

Mr. Bravenec then introduced the featured speaker for the meeting Ms. Sherry Mose, 
the chairperson of the Houston Municipal Employees Pension System (HMEPS) to 
discuss the changes to our pension system in detail. She began her presentation by 
thanking those who were able to attend the hearing in Austin on the pension bill. She 
stressed how important it was that our legislators get to know who we are. She also 
cautioned everyone that challenges to our defined benefits pension system are not over.  
There are people that believe that a defined contribution plan is best for public 
employees and they will continue to go to the state legislature to attempt to change 
public plans. She went on to explain why the spousal/survivors benefit was selected to 
be reduced to 80% from 100%. This benefit is very expensive for the system because 
we all living longer. Additionally, even at 80%, it is far better than it was a few years ago 
at 50%. Those who are already receiving a spousal/survivor benefit will not be affected 
by this reduction.  It will go into effect on July 1st.  

Ms. Mose discussed the legislative process and the various steps involved in the 
passage of the bill. She then introduced Mr. Steve Wasserman of HMEPS who 
discussed the various other changes made to the pension system by this bill. Some of 
the changes also affect active members of the fund. The following summarizes Mr. 
Wasserman comments: 

The spousal/survivor benefit change does not affect any other benefit being received 
such as a Drop account. In order to receive the 80% spousal/survivor benefit you have 
to be married for a year before you leave the city, less than a year the benefit is reduced 
to 50%. Those who are already retired by July 1st are not affected by this change.    
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For deferred participants in HMEPS who leave the city before being eligible for 
retirement but earned a benefit, the spousal/survivor benefit is 50%.    

The cost of living adjustments or COLAs that retirees have accumulated and previously 
received, will not be changed or reduced. Pension checks will not be reduced. Going 
forward people in all groups will receive the same COLA. It will change each year and 
vary from 0% and 2%. It is calculated by taking the average investment return over five 
years less 5% then dividing by 2. The COLA will never be above 2% or lower than 0.  
For example, if our performance is what we expect then the five year investment return 
average is 7% (the investment return assumption has changed to 7%), the COLA is 
calculated by subtracting 5% from the 7% giving 2% and dividing by two equals a COLA 
of 1%. Based on the current investment performance, it is expected that the COLA for 
2018 will be higher than 1%.   

The formula for calculating the drop interest rate is different than what we’ve had in the 
past. It is the investment return average over the last five years divided by 2, with the 
same cap of 7.5% and same floor of 2.5%. This change should result in less dramatic 
rates changes from year to year. In 2018, based on current investment returns, the drop 
interest should be above 3.5%.  
  
The changes to the COLA and drop interest rate go into effect in 2018. 
   
All active employees will now contribute more, an increase between 2 and 4%. 

Active employees in drop under the age 62, do not get a COLA. 

The Group D cash balance hybrid plan is changing with an additional 1% coming out of 
the employee’s paycheck and going into a notional account that is available to them 
when they retire. 

A corridor mechanism is being established as a part of this pension change. It requires 
a projection or forecast of the city’s contribution rate to the pension fund going out for 
several years into the future. If investment performance comes out worse than expected 
the city will have to pay more up to a certain point, 5% of payroll, then pension benefit 
adjustments will have to be made to get the city contribution rate back down to the 
projected level. If investment performance is better than expected, the city’s contribution 
rate will continue at the same rate.  

During the question and answer period, the following was addressed: 

Pension obligation bonds (POBs) - if the $250 million in POBs are not issued then the 
corridor will be recalculated reflecting less coming from city and HMEPS can take back 
some of the pension benefits changes.  

March 31st is the deadline for the city to transfer the $250 million POB proceeds to 
HMEPS. 

!  2



The meet and confer process between the city and HMEPS no longer exists. 

Pension changes affect both active and retired members at about the same level. 

The city is expected to work very hard with local interest groups to gain support for voter 
approval of the issuance of pension obligation bonds. ARHME will endorse or support 
voter approval of the pension obligation bonds. 

The HMEPS website (HMEPS.org) is the best source for obtaining all the detail 
regarding the changes to the pension system approved by the state legislature.  

Following the question and answer period an election was held for positions six, seven, 
eight and nine on the ARHME board of directors. Moe Mata, John Silva, and Bill Pugh 
have chosen to longer serve on the board. Lonnie Vara asked to be re-elected. 

Ballots were distributed to all eligible voters in the audience. Amy Rowley, Joyce 
Bethany, and David Miller were elected to fill three positions and Lonnie Vara was re-
elected to fill the fourth position.   

A drawing for door prizes was held.  Six very lucky individuals won gift cards. 

The meeting adjoined at 12:53 p.m. After the meeting everyone relocated to a separate 
dining area where a lunch of pizza and sandwiches were provided.  
      
Al Mays, Vice President
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