




















Pension Review Board
Advisory Committee on
Principles of Retirement Plan Design Meeting Minutes
Friday, October 13, 2017

5. Invitation for audience participation

The Committee allowed for participation throughout the meeting.

6. Adjournment (1:34:18)

Chair Brainard entertained a motion to adjourn the meeting.
Motion made by Mr. McGee, seconded by Mr. Brainard.
MOTION CARRIED UNANIMOUSLY

In Attendance:

Staff

Anumeha
Reece Freeman
Kenny Herbold
Michelle Kranes
Ashley Rendon
Bryan Burnham
Eusebio Arispe
Westley Allen

Guests

Dan Wattles, TMRS

Tom Harrison, TCDRS

Nancy Fisher, Austin Firefighters' Pension Fund

Eloise Raphel, Houston Firefighters' Relief & Retirement Fund
Juliet Higgins, Houston Firefighters' Relief & Retirement Fund
Eddie Solis, TEXPERS

Jen Jones, ERS

David Stacy, Midland FRRF

Kari Torres, CPS Energy

Pamela Rohana, CPS Energy

Lois Emerson, CPS Energy

Chair Keith Brainard






Principles of Retirement Plan Design Draft
Background:

The PRB Advisory Committee on Principles of Retirement Plan Design held its initial meeting on
October 13, 2017 to have a preliminary discussion on the elements of retirement plan design. The
following is a summary of the discussion. The Committee has requested Board input indicating
whether the Committee is on the right path. The Committee intends to meet on several occasions to
further discuss and expand upon these elements.

Initial Draft Language:

The Pension Review Board (PRB) recognizes that a retirement benefit is a critical element of an
employee's compensation, and that benefits should be protected through sound plan design and
adequate funding. With that in mind, the PRB intends for these Principles of Retirement Plan Design
to provide guidance and information to help public retirement systems and their associated
governmental entities structure sustainable retirement systems.

The Pension Review Board supports the following Pricinciples of Retirement Plan Design for public
retirement systems in Texas:

I.  PARTICIPATION
i.  Participation in the employer-sponsored retirement plan should be mandatory.
II. CONTRIBUTIONS

i.  Contributions to retirement plans should be made in a manner consistent with
the PRB Pension Funding Guidelines.

ii.  Employers and employees should share the cost of the benefit.
III.  BENEFIT ELIGIBILITY

i.  Retirement plan vesting should be immediate or over a short period.
IV.  BENEFIT LEVELS

i.  Benefits should be designed to replace a designated portion of employee salary
and should place employees on the path to have a target replacement rate at a
specified retirement age in consideration of participation or nonparticipation in
Social Security.

V.  ACCESS TO RETIREMENT ASSETS

i. A retirement plan should require annuitization of a substantial portion of
retirement benefits.

ii. In the absence of an immediate and heavy financial need, a retirement benefit
should only be used for retirement.

VI. POST-RETIREMENT BENEFIT ADJUSTMENTS

i.  Retriement benefits should be protected against erosion of the value of the
benefit from inflation.



ii.  Cost-of-living adjustments, if provided, should be pre-funded and linked to
actual inflation.

VII. SUPPLEMENTAL BENEFITS
i.  Aretirement plan should provide adequate death and disability benefits.
ii. ~ Employers are encouraged to sponsor supplemental retirement plans.
VII. PLAN GOVERNANCE AND ADMINISTRATION OF ASSETS

i.  Retirement plans must have governance structures that ensure that key
decisions related to investment allocation, benefit design, and selection of
actuarial assumptions represent the interests of all stakeholders, minimizes
cost, and are made in a transparent and publicly accountable fashion.

ii.  Retirement plan assets should be pooled, professionally invested, and invested
in a manner that minimizes cost.

iii.  Assets should be diversified and invested in a manner consistent with prudent
person standards.
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Guiding Principles of Retirement Plan Design
Prepared by Keith Brainard
October 2017
Whereas:

State and local government is a major employer in Texas, employing more than one in eight
working Texans;

the state and its many political subdivisions—counties, cities, school districts, special districts, and
others—rely on employees to deliver essential public services, including teaching at public schools;
protecting public health and safety; planning, building, and maintaining transportation, utility, and
other infrastructure, parks, and recreational facilities; protecting vulnerable individuals, including
children, the elderly, and those with developmental disabilities; and protecting the environment;
employee compensation is a vital component in the ability of the state and its political subdivisions
to attract qualified workers to perform public services and to keep those workers on the job as
long as they continue to add value to their employer and to the public;

a retirement benefit is a critical element of employee compensation, serving as an important tool
in the ability of employers to recruit and retain qualified and experienced employees; and

the design of the retirement benefit provided to public employees can significantly affect the
ability of employers to attract and retain employees;

Therefore, the Texas Pension Review Board supports the following principles of retirement plan
design for employees of the State of Texas and its political subdivisions:

every public employer in the state should provide a retirement benefit for all full- and part-time
employees;

participation in the employer-sponsored retirement plan should be mandatory;

employers and employees should share in the cost of the plan;

the benefit should be designed to replace a designated portion of employee’s salary based on
selected periods of service;

retirement benefit assets should be pooled and invested professionally in diversified portfolios
based on a level of risk that is consistent with a long-term investment horizon;

retirement benefit liabilities should be pooled and valued on the basis of actuarial standards and
principles, discounted at a rate that is consistent with the expected life of the retirement plan;
the plan should provide a benefit that cannot be outlived;

the retirement plan should promote cost stability and predictability, and accommodate changing
financial and economic circumstances in order to promote cost equity among generations of
taxpayers and plan participants; and

the benefit should promote the ability of employers to achieve an orderly turnover of workers, so
that older employees are able to retire with a benefit that is consistent with the length of their
service and their compensation.



