Pension Review Board
March 1, 2018
Minutes
1. Meeting called to order (0:00)
The first meeting of 2018 of the Texas Pension Review Board (PRB) was called to order by Chair
Josh McGee on Thursday, March 1, 2018 at 10:00 AM, at the Capitol- Extension, Committee
Room E1.012 in Austin, Texas.
2.

Roll call of Board members (0:05)
Board Members Present:
Chair Josh McGee
Keith Brainard
Stephanie Leibe
Robert Massengale
Robert May
A quorum being present, the meeting was called to order by Chair McGee.

3.

Discuss and consider approval of the November 16, 2017 Board meeting minutes - Chair
McGee (0:26)
Chair McGee entertained a motion to suspend the reading of the minutes of the PRB meeting
held November 16, 2018 and to approve them as circulated.
Motion made by Mr. Brainard and seconded by Mr. Massengale.
Motion Carried Unanimously

4.

Resignation of and comments from Board Actuary - Bob May (01:07)
Mr. May stated that he was pleased to be able to help governments as a public pension actuary,
adding that he would continue to serve as the Board actuary until a replacement was found.
Chair McGee and Mr. Brainard thanked Mr. May for his service.

5.

Designation of Actuarial Committee Chair - Chair McGee (05:25)
Chair McGee appointed Keith Brainard as Chair ofthe Actuarial Committee.
Motion Carried Unanimously

6.

Election of Vice Chair for 2018 (06:07)
Chair McGee recognized Keith Brainard for serving as Vice Chair of the PRB in 2017.
He called for nominations for the Vice Chair position for 2018. Chair McGee nominated Mr.
Brainard for continuation.
Motion Carried Unanimously

7.

Actuarial Committee - Discuss and consider the following matters (07:42)
A. Update on the intensive actuarial reviews of the following:
i. Galveston Employees' Retirement Plan for Police (08:59)

1

Pension Review Board
March 1, 2018
Minutes
Kenny Herbold gave an update on the intensive actuarial review of Galveston
Employees' Retirement Plan for Police and highlighted that the funded status
has been steadily declining for approximately two decades. He stated that the
primary cause of the increase in unfunded liability was because actual
investment returns have not achieved assumed investment returns and because
contributions have not been sufficient to pay down the unfunded liability.
Mr. Herbold stated that the responses from the City of Galveston and the
Galveston Police Plan were included in the meeting materials.
Chair McGee encouraged the plan and the City to collaborate on a plan to close
the gap between actual contributions and actuarially determined contributions.
Mr. Brainard mentioned that he hoped the review encouraged the plan's board
and the city council to increase dialogue.
Chair McGee stated that he was surprised that the pension board had
substantial authority to adjust benefits, but the City did not have much control
over the benefit levels. He stated that there was a governance issue.
Mr. May stated that there is some similarity to the Dallas Police & Fire Pension
System, and added that both employees and employers should share decisionmaking and it should not be solely the board's responsibility.
Chair McGee agreed and stated that the plan sponsors should feel more
ownership.
Ms. Kumar stated that the City asked their actuary to run numbers and come to
the April Actuarial Committee meeting to provide their recommended changes
to the plan. She asked Mr. Herbold to explain why the Fund had increased the
discount rate.
Mr. Herbold explained that previously, the plan's assumed rate of return was
net of administrative expenses. He stated that there was a change in actuarial
standards of practice which required an explicit statement of administrative
expenses and so the adjustment to the assumed rate of return was to reflect
the expectation of administrative expenses.

ii. Greenville Firemen's Relief & Retirement Fund (24:17)
Mr. Herbold gave an update on the Greenville Firemen's Relief & Retirement
Fund intensive review. He stated that the investment returns were similar to
Galveston Police, and that the assumed rate of return of 8.25% was significantly
concerning.
Chair McGee stated that he was surprised that the assumed rate of return was
based on asset allocation, and added that it leads to a risky funding position of
the plan.
Mr. Brainard stated that staff has passed along capital market assumption
information to provide more information to the Plan.
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Ms. Kumar stated that one of the positive outcomes of the review was that the
City has increased the contributions by 2%. She added that the estimated
amortization period would decrease to 38 years. She stated that staff will
continue to monitor assumptions, as the City and Fund have stated they will
also continue to monitor assumptions going forward.
Chair McGee added that it might be useful for the reviews to include what the
implied return might be, given what capital market assumptions are for certain
classes.
B. Update on the intensive actuarial review process (32:12)
Mr. Herbold explained the process to the Board, and stated that the metrics
spreadsheet was updated to reflect requests from the Board. He stated that the next
three plans to be reviewed would be Marshall Firemen's Relief & Retirement Fund,
Irving Firemen's Relief & Retirement Fund, and Beaumont Firemen's Relief & Retirement
Fund.
He added that staff included an additional edit, which was to highlight plans for the next
round of reviews. Chair McGee suggested also highlighting completed plan reviews so
the Board could easily see which plans have already been reviewed.
C.

2017 Risk Sharing Valuation Study (Houston Systems) - Kenny Herbold (36:49)
Mr. Herbold updated the Board, noting that the PRB has received the 2017 RSVS for all
three Houston systems. He mentioned that the municipal and police systems continue
to fall within 2% of the city RSVS, so the initial contributions will continue.
Mr. Herbold stated that for Houston Firemen's Relief & Retirement Fund, the City and
Fund continued to use the same assumptions as they had in the 2016 RSVSs, so they did
not fall within 2% of each other again, and the contribution percentage would require
the use of an average, which is approximately 33% for 2019 fiscal year.
Mr. Herbold summarized the differences in assumptions used by the City and Fire Fund
for the preparation of the RSVS.
Mr. Brainard asked Mr. Herbold to update the Board at the next meeting regarding the
mortality table.
Chair McGee asked Mr. Herbold to explain how COLAs are calculated in the Houston
Firemen's Relief & Retirement Fund statute. Mr. Herbold explained that the Houston
Fire statute calls for a COLA that is a five-year average of actual returns, minus a specific
percentage. He further explained the discrepancies between the City and Fund
calculations of COLA.
Mr. Brainard asked if there was a required minimum COLA. Mr. Herbold stated that he
could inform the Board at a later date.
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Chair McGee asked when Houston Fire would be conducting an experience study. Mr.
Herbold stated that Senate Bill 2190 requires an experience study once every four years.
He added that the last experience study Houston Fire conducted was completed in
March of 2014.
Mr. Herbold explained that the timing associated with the process would mean that
even if the fund completed its next experience study relatively soon, the next
experience study would probably not be incorporated until the 6/30/2019 valuation. He
added that the expectation is that once the experience study is completed, the
contribution amounts should come much closer to each other and so they would be
contributing on the fund's rate and not an average of the two.
Chair McGee requested that staff reach out to the Fund and inquire as to when to
expect the next experience study. He asked whether the PRB has a role if there is a
disagreement over assumptions.
Mr. Herbold stated that there is no PRB role in that case, it would be up to an
independent actuary to reconcile the differences in that situation.
Chair McGee mentioned that the board should be prepared for the reasonable
probability that there is going to be some disagreement between the city and plan on
the assumptions.

D. Actuarial Valuation Report - Kenny Herbold (50:26)
Mr. Herbold stated that there were 26 new actuarial valuations incorporated since the
last meeting and that in general, the amortization periods and discount rates have
lowered. He added that one plan has a discount rate over 8% and 16 are at 8%.
Mr. Herbold stated that Lufkin Firemen's Relief & Retirement Fund has sent a valuation,
but it was not incorporated into the AV Report because staff has not been able to
reconcile the differences between the prior and current valuation, as the system is using
a new actuary. He explained that when a system changes actuarial firms, the new
actuary usually recreates the last AV, which typically produces a 1-5% difference in
liabilities. He stated that in Lufkin's case, some of the liabilities exceeded that
difference. The result raised a red flag, so staff felt it was important to attempt to
investigate.
Mr. Brainard asked whether the new actuary has all the census information from the
Fund. Mr. Herbold stated that they are only missing the detailed calculations that the
prior actuary used, which is not something they are planning on doing.
Chair McGee stated that he believed additional scrutiny should be applied in this
situation since the new valuation resulted in a lower amortization period for the Fund
that cleared them of a legal (FSRP) requirement. Mr. Brainard agreed.
E.

Staff update on Funding Soundness Restoration Plan (FSRP) for Fort Worth Employees
Retirement Fund (57:18)
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Ms. Kumar stated that the City has recommended two big changes to address the
funding shortfall: increase the city and member group contributions, and suspend
COLAs.
She stated that the City did make staff aware that since they attended the October
Actuarial Committee meeting they have encouraged the Fund to close the amortization
period.
Mr. Brainard acknowledged that Fort Worth is facing a difficult situation and that the
City is making a lot of effort to resolve the issue. He asked the staff to pass along to the
Fund that the PRB recognizes they are working on it.
Joelle Mevi, Executive Director for Fort Worth Employees Retirement Fund mentioned
that the Fund participates in the Pension Task Force and stated that she thought the
proposals from the Task Force were sound and elements of all of them could be a
workable solution.
F.

Update on the development of online pension dashboard - Anumeha (01:05:20)
Ms .. Kumar stated that staff has been working with the database architect and have
completed the planning phase and have begun the design phase. Ms. Kumar stated that
staff will make sure members are kept apprised of the progress being made on the
dashboard and share templates when they are made available.

G. Public retirement system reporting and compliance, including the following items:
i. Update on FSRP requirement - Reece Freeman (1:06:26)
Mr. Freeman updated the Board, stating that the order of the tables on the
report was changed.
Chair McGee stated that he liked the new format, and that it shows the history
of the FSRP plans. He stated that the FSRP process is working and he was
anxious to see more progress. Mr. May agreed, stating that the Legislature
would like the report.
Chair McGee stated that he would like to highlight the plans that have made
progress in the Biennial Report to the Legislature, adding that the Legislature
would like to be informed. He stated that he could see significant evidence that
the FSRP is working, allowing plans and their sponsors to provide responsible
funding.
ii. Noncompliant retirement systems under Sections 801.209 of the Texas
Government Code - Reece Freeman (1:13:12)
Mr. Freeman gave the update on the reporting compliance, and stated that the
PRB had registered six new plans.
Mr. Brainard and Chair McGee asked about the process of registering plans.
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Ms. Kumar stated that the six plans have been in existence, but the PRB was not
aware of them until recently. She added that newly registered plans are found
by either the plan contacting the PRB or the PRB contacting their sponsor.
8.

Update on the meeting of AdviSOry Committee on Principles of Retirement Plan Design - Keith
Brainard (1:17:00)
Mr. Brainard updated the Board on the work of the Advisory Committee. He stated that the
Advisory Committee had adopted a preamble and made amendments to the draft of the
Principles of Retirement Plan Design. He added that the Committee heard commentary, and the
next steps would be to update the draft based on the meeting discussion, send it out for public
comment, and meet again to discuss and consider comments.

9.

Education and Research Committee - Receive update on Minimum Educational Training (MET)
Program - Judge Cable
A. MET compliance reporting - Christine Taylor (1:19:00)
Ms. Taylor updated the Board on the MET compliance reporting by systems.
Chair McGee asked whether staff has made contact with the non-compliant systems.
Ms. Taylor stated that staff has made contact with both systems.
Mr. Brainard asked whether staff receives course feedback from sponsors. Ms. Taylor
stated that staff receives course evaluations on the PRB online courses. She added that
sponsors are asked to provide evaluations to their attendees, which can be requested at
any time by PRB staff. Mr. Brainard asked staff to request those course evaluations
from sponsors and to share the result of the surveys with the Board at a future meeting.

10. Legislative Committee - Discuss and consider the following items - Robert Massengale
A. Update on interim study topics - Anumeha (1:21:46)
Ms. Kumar stated that at the November meeting, staff requested suggestions on interim
study topics. She stated that of the three suggestions, staff will be initially researching
two, since the third, which was related to investments, was already one of the Senate
State Affairs Committee Interim Charges.
Ms. Kumar stated that staff will begin research on funding poliCies for fixed-rate plans
and pooling of assets for small plans. She added that pooling of assets was
recommended by the PRB previously in the 2014 Financial Health Study of Texas Public
Retirement Systems.
She stated that staff will provide additional information as the topics are researched.
11. Draft 2018 TLFFRA Pension Report - Anumeha (1:24:16)
Ms. Kumar stated that the TLFFRA Pension Report is prepared every non-session year for the 42
TLFFRA systems. She stated that the 2018 report added new GASB and DROP information and
will be available on the website after its approval. She thanked the TLFFRA systems for their help
in developing the report.
Mr. Brainard complimented the staff on the work that went into the report and stated that it is
easy to interpret. Chair McGee agreed.
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Chair McGee entertained a motion to approve and publish the TLFFRA Pension Report on the
PRB website.
Motion made by Mr. Massengale, seconded by Mr. May.
Motion Carried Unanimously
12. Review and discuss report from the Executive Director on the following matters - Anumeha
A. 2019 - 2023 Strategic Plan (1:27:29)
Ms. Kumar stated that staff will be working on this report in the coming months. She
added that the agency looks ahead for the next five years to discuss goals and action
plans.
B. 2018 Customer Service Survey (1:28:15)
Ms. Kumar stated that staff will be conducting the survey in April and May, and
encouraged the audience and systems to participate. She added that the PRB welcomes
any input and/or comments that will help the agency improve its customer service.
C. Updated Fiscal Year 2018 Operating Budget (1:28:37)
Ms. Kumar stated that the agency is on track with its current year operating budget.
D. Filing of 2017 personal financial statements (1:28:48)
Ms. Kumar reminded the members that the personal financial statements are due to the
Texas Ethics Commission by April 30, 2018.
13. Call for future PRB agenda items (1:29:16)
There was no discussion on this item.
14. Date and location of next PRB meeting - June 14, 2018 (1:29:28)
Chair McGee stated that the next meeting will be June 14, 2018, with a time to be determined.
He added that there will be another meeting on October 4, 2018.
15. Invitation for public comment (1:29:49)
Alva Littlejohn stated that twice within the last few months the Board has questioned the
integrity of two actuarial firms . He stated that he would like to see a more moderate approach
to the differences.
William Gates from Lufkin Firemen's Relief & Retirement Fund stated that the Fund has worked
hard to increase contributions and lower benefits to help fund the system. He stated that they
cannot explain the differences between the prior and current actuary, but that they fully trust
the process of the actuary that was selected. He added that he understood the red flag, but
would like to move forward.
Chair McGee stated that the Board wants to make sure that they do their due diligence to make
sure that they fully understand to the best of their ability the various situations. He stated that
they are to be commended for the work they do.
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Mr. Brainard stated that it seemed that there is some lack of information that may be having a
material effect on the plan. He stated that he would like to know what is going on, and asked
Mr. Gates whether the City knows what it would cost to get that information.
Mr. Gates stated that he has had that discussion with PRB staff and he was not sure what would
satisfy the Board.
Chair McGee stated that the PRB's charge is to implement the FSRP. He stated that the scrutiny
is heightened because there is a legal requirement for the agency to do something when the
amortization period is above 40 years. He stated that the requested sample lives data could help
get to the bottom of it.
Ms. Kumar stated that staff would be willing to do all the work, and added that there is a
mandate to speak to the reasonableness of those differences or changes.
Mr. Gates stated that he could take that information back to his board.
16. Adjournment (1:41:25)
Chair McGee moved to adjourn the meeting. Mr. Brainard seconded.
Motion Carried Unanimously
In Attendance:
PRB Staff Present
Anumeha Kumar
Westley Allen
Eusebio Arizpe
Bryan Burnham
Marc Chytil
Reece Freeman
Kenny Herbold
Michelle Kra nes
Eloisa Mata
Joey Evans
Ashley Rendon
Christine Taylor
Guests Present
Lois Emerson, CPS Energy
Jennifer Jones, ERS
Mark Fenlaw, Rudd and Wisdom
William Gates, lufkin Fire
Eddie Solis, TEXPERS
Michael Trainer, San Antonio Fire & Police Pensioners Assoc.
Jason McElvaney, TCDRS
Tom Harrison, TCDRS
Nancy Fisher, Austin Fire Fighters
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Joelle Mevi, FWERF
Toby Tobleman, Rudd and Wisdom
Katy Fallon-Brown, LBB
Max Patterson, TEXPERS
Joe Gimenez, TEXPERS
Tyler Grossman, EI Paso Fire & Police Pension System
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