Pension Review Board
Actuarial Committee Meeting Minutes
Tuesday, April 24, 2018
1.

Meeting called to order (0:10)
The second meeting of 2018 of the Pension Review Board (PRB) Actuarial Committee was called
to order by Chair Keith Brainard on Tuesday, April 24, 2018 at 10:30 AM at Capitol Extension,
Committee Room E1.028, 1400 N. Congress Avenue, Austin, Texas 78701.

2.

Roll call of Committee members (0:47)
Board members present:
Keith Brainard
Bob May
Josh McGee

3.

Approval of the January 25, 2018 Committee meeting minutes (01:58)
Chair Brainard entertained a motion to suspend the reading of the minutes of the PRB Actuarial
Committee meeting held January 25, 2018.
Motion made by Mr. McGee and seconded by Mr. May.
MOTION CARRIED UNANIMOUSLY

4.

Discuss and consider intensive actuarial reviews of the following: (01:58)
Chair Brainard explained that the intensive actuarial reviews are conducted based on statute
and as a directive.
a.

Irving Firemen's Relief & Retirement Fund (review postponement) (02:36)
Anumeha Kumar, PRB Executive Director, explained that staff received letters from the
City of Irving as well as from Representative Anderson's office, requesting the PRB
postpone the intensive actuarial review of Irving Firemen's Relief and Retirement Fund
to the fall of 2018. She stated the reason being that the Fund is in the process of
conducting an actuarial valuation which takes into account changes they have made to
their system. Ms. Kumar added that, given the unique circumstances facing Irving, staff
determined that it would be best to postpone the review until the fall, until staff
receives the new information.
Mr. McGee stated that he had a desire not to delay the review further and would like
the review to be completed prior to the legislative session to be included within the
Biennial Report to the Legislature.

b.

Beaumont Firemen's Relief & Retirement Fund (05:26)
Kenny Herbold delivered a summary of the intensive actuarial review of Beaumont
Firemen's Relief and Retirement Fund to the committee. He stated that there were
three primary issues highlighted within the review: an asset/liability mismatch with
respect to the post retirement option plan (PROP), governance issues, and funding risks.
He stated that the conclusions within the reviews were that the plan conduct an indepth asset/liability study to understand the risks that the PROP is posing, and also that
the review suggested that the plan develop a coordinated funding and
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benefit/investment policy that lays out a more formal risk sharing policy with respect to
changes for good times and bad.
Mr. May noted that he felt there were similarities between the characteristics of the
Beaumont Firemen's Relief & Retirement Fund and Dallas Police and Fire Pension
System.
Mr. Herbold stated that there are a number of characteristics similar to Dallas Police and
Fire Pension System and Beaumont Fire, specifically a low funded ratio and a high
guaranteed rate of return on the PROP account balances.
Mr. Herbold explained the difference between the DPFPS DROP and Beaumont Fire's
PROP, noting that DPFPS has a forward DROP, whereas Beaumont's PROP allows
retirees to take the money that they would have received from the plan and defer it
with a guaranteed 6% interest credit.
!VIr. McGee noted that the plan's assumed rate of return is 8%, and the guaranteed
return on the PROP accounts is 6%, and that the 10-year annualized returns do not show
a single lO-year period over 12 years that reach 8%. He added that there was a 5% gap
between the actual and required contributions, which was very concerning.
Chair Brainard invited the representatives of the City of Beaumont and Beaumont
Firemen's Relief & Retirement Fund to provide testimony. Representatives included
Brian Hebert, Chair of the Board; Chuck Campbell, attorney for the fund; Brad Heinrichs,
actuary with Foster & Foster; and Jack Evatt, investment consultant. Mr. Hebert stated
that also in the audience were Carl Whitehead, William Cheshire, and City CFO Todd
Simoneaux.
Mr. Hebert stated that the board has been proactive in addressing the issues, and the
board takes their role very seriously.
Mr. McGee stated that it was a good sign of a proactive board that so many people
attended the meeting. He added that the trajectory of the plan has been negative for
quite some time. He asked the representatives what the next steps were.
Mr. Hebert responded that they will conduct an actuarial audit. He stated that the Fund
has made changes since 2013, addressing assets and fund management.
Mr. Evatt added that since 2013, the Fund made 11 specific manager changes to both
replace managers they felt weren't delivering the investment results they were
expecting, as well as to explore asset classes that may provide better opportunities for
the future.
Chair Brainard asked if Mr. Evatt could provide a projected return for the Fund based on
the current asset allocation for 20 or 30 years.
Mr. Hejnrichs stated that his actuarial firm believes that the advice on investment return
assumption is a collaborative effort with the investment consultant. He stated that he
performed an experience study in 2012, where they looked at all assumptions. He
added that with input from Mr. Evatt, they determined that the 8% investment return
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assumption was justifiable. Mi". Heinrichs noted that they prioritized lowering the
payroll growth assumption from 4% to 3.5% based on experience.
He stated that the Fund will most likely need a Funding Soundness Restoration Plan
after their next actuarial valuation, so more changes may come about. He stated that
the'guaranteed interest on the PROP balances puts pressure on the Fund to earn higher
returns, but the Fund has made changes to improve its investment performance.
Chair Brainard noted that in 2013, when the return assumption was last reviewed, the
PROP balance as a percentage of the fund's assets was about half of what it currently is,
which is nearly 30%.
Mr. Evatt stated that changing the Fund's asset mix can also help, and that changing the
investment return assumption was not the only option.
Chair Brainard asked Mr. Simoneaux whether the City was committed to increasing its
contribution to meet the required ADC.
Mr. Simoneaux stated that the contribution is tied to a collective bargaining agreement,
which is a fixed rate based on a percentage of pay, matching the firefighters' input.
Chair Brainard asked whether that troubled anybody that the City did not commit to
paying the ADC.
Mr. Chuck Campbell stated that the City is not legally required to contribute above 12%
to the Fund. He added that since 2012, there have been two increases.
Mr. McGee stated that the concern is that there is nobody willing to sufficiently increase
contributions to make up the deficit in contributions. He stated that the City needs to
understand what they need to do and be a part of the solution.
Mr. Campbell stated that the board has been involved as it can be, but it cannot set the
contribution rates and cannot make the City or firefighters do anything, rather their job
is to inform. Mr. Hebert added that through collective bargaining agreements, the
contributions have gone from 13% to their current rate of 15.5%. He stated that having
two City representatives on the Fund's board allows them to be aware of where the
Fund stands and to help make the recommendations on future contract negotiations.
Chair Brainard asked whether the plan had a funding policy.
Mr. Heinrichs stated that variable contribution rate plans would absolutely have a
funding policy, but with fixed rate contribution plans, the board does not have control
over the contribution. He stated that the board has more control over the benefit
structure than the contribution.
Chair Brainard stated that the projections in the intensive review show that the fixed
contribution rate does not substantially change the funding level over the next 30 years.
He added that in his opinion, a plan ought to be moving toward full funding.
Mr. McGee added that if the current funding level is maintained, in the event of another
recession, it would cause the plan to increase liabilities substantially. He stated that he
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appreciated the changes that were being made, and expressed concern about the 8%
investment return assumption not being lowered and the 6% guaranteed interest for
current members in the PROP.
Mr. Evatt stated that the investment return assumption will continue to be evaluated in
the future. Mr. Heinrichs added that the plan is not subject to the FSRP yet and that
there are relatively small types of benefit changes that might be considered that could
get the plan back on track. He noted that the payroll growth rate change has quite a big
significance for a fixed rate plan.
Mr. McGee clarified that his concern with the investment return assumption is because
the higher it is, the higher the probability that it will fall short, adding that there are a lot
of risks at 8%. He stated that the fund's job is to provide information, so he would like to
see more complete information to help the City understand the gravity of the situation.
Mr. Hebert stated that they will continue to discuss the issues that have been raised in
the review and discussed by the committee.
Chair Brainard thanked the plan and offered assistance from the staff.
Mr. McGee requested two changes to the intensive review: highlighting the ADC in the
main body of the report, so that it could be compared to the actual contribution rates;
and adding the asset allocation information into the appendix. He moved to finalize the
report as amended for presentation to the full board.
The motion was seconded by Mr. May.
MOTION CARRIED UNANIMOUSLY

c.

Marshall Firemen's Relief & Retirement Fund (01:02:28)
Mr. Herbold summarized the intensive review for Marshall Firemen's Relief &
Retirement Fund, highlighting two specific risks: funding and governance.
He stated that the growth in unfunded accrued liability is primarily due to the
contribution being less than the normal cost and interest on the unfunded, as well as
investments being below the assumed rate of return.
He noted that the plan lowered the return from 8% to 7.75% in 2012, and then most
recently lowered it to 7.5%, which is effective for the 2018 actuarial valuation.
With respect to governance, Mr. Herbold stated that the employer contribution
increased, but there have not been any changes to benefits or employee contributions.
Mr. Herbold noted that the plan is subject to the FSRP, but the plan that the PRB
received essentially contained proposals contingent on other actions not yet taken.
He stated that the recommendations made in the review were to continually review
assumptions going forward, that the plan work closely with the City, and to develop a
written funding policy and benefit policy that features risk-sharing for both good and
bad years.
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Chair Brainard invited Joey Dunagan, board chair; Phil Burnet, former board chair; and
David Sawyer, Fund actuary, to provide testimony for the plan.
Mr. Dunagan updated the committee on the FSRP, stating that the Fund recently had an
election of the membership and made changes that included adding a tier to the plan.
He added that they are still in negotiations with the City on an increase of contributions.
Mr. McGee stated that he was heartened to see proactive actions being taken by the
board, and added that he was concerned that the problem is accelerating even with the
proactive steps.
Mr. Burnet stated that they understand that their changes are not going to fix the
problem, but he believed it was the first step in a mUlti-step process.
Chair Brainard asked whether the City was aware ofthe challenge the Fund is facing.
Mr. Burnet stated that there have been changes in city administration and the current
board is engaged in a reeducation process with the new city staff.
Mr. Sawyer added that the board is committed to having conversations with the City
and educating the staff. He asked whether the PRB could assist in communication with
the city.
Chair Brainard stated that the committee would be happy to work with staff to write a
letter to city representatives to articulate the issues with the fund.
Mr. McGee added that this step could be added into the intensive review process, so
that the recommendations can be included in a formal letter to city staff.
Mr. Sawyer and Mr. Burnet stated that it would be very helpful and would give the Fund
a firmer stance in discussions.
Mr. McGee moved to finalize the report for the full board with an amendment to bring
the ADC discussion into the full body of the report. The motion was seconded by Mr.
May.
MOTION CARRIED UNANIMOUSLY

5.

Update on the intensive actuarial review of Galveston Employees' Retirement Plan for Police
(01:19:41)
Ms. Kumar informed the committee that representatives from the City and the Fund requested
to come before the committee to provide an update on any progress that they have made since
January.
Chair Brainard invited Mr. Dan Buckley, Deputy City Manager for the City of Galveston; Geoff
Gainer, Chairman of the Fund; and David Sawyer, actuary for the Fund to provide updates.
Mr. Buckley stated that the City remains committed to identifying a combination of funding and
plan changes to return the plan to its long term financial footing. He outlined the steps that have
been taken since January, including approving an increase in the city contribution to 14.83%,
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which was consistent with the budget that was approved by the city council. He added that they
identified changes in the city's funding methodology, which could result in earlier and increased
funding to the plan.
He noted that they are waiting on an actuarial report from the Fund so that a third party
valuation could be performed. He stated that after both valuations are reviewed by the City and
trustees, the City could work collectively toward a long-term solution to the plan's financial
problems.
Mr. Gainer stated that the members are paying a contribution amount higher than the normal
cost and noted that the city contribution rate is much lower than the statutory contribution
rate.
He stated that they could come to an agreement to make the plan solvent very soon, using the
collective bargaining agreement as a minimum funding level. He stated that the benefit levels
are very bare boned; the plan does not have a DROP plan, there are no COLAs granted, and the
multiplier is 2.1%, off base pay only.
Mr. McGee noted that it sounds like there are more open communication channels and asked
for clarification on how the plan could get to a 30-year amortization period soon with little
action.
Mr. Sawyer stated that if the statute and the 12% minimum in collective bargaining work
together, the amortization period could drop down closer to 30 years at the new discount rate.
Chair Brainard asked for clarification on the third-party valuation. Mr. Buckley stated that the
prior valuation performed by the Fund's actuary did not coincide with the city's budget
preparation. He stated that it would be best for the City to get a valuation from the Fund and
see if the third-party valuation is different so that there could be a discussion.
Chair Brainard asked for clarification on whether the City was looking to lower benefit levels.
Mr. Buckley stated that the City could not control that. He added that the City has always
complied with the negotiated rate of 12% until the last meeting, where they changed the
verbiage of the agreement to say there could be a minimum. He stated that the city's valuation
could be completed two weeks after they receive the fund's valuation.
Chair Brainard stated that PRB staff could work with the Fund and the city, after all the numbers
have been received. Mr. Buckley noted that when the City worked with the fire plan, it took
about six months to resolve the issues.
Chair Brainard asked whether the City would be prepared to honor a higher contribution rate.
Mr. Buckley stated that he wasn't sure if that was the city's obligation because collective
bargaining trumps all. He stated that as soon as he gets reports from the actuary, he would
forward them to the PRB staff.
Mr. McGee stated that he would like to see the Fund and City back at a future meeting to see
the results of the two actuarial reports. Chair Brainard stated that the September meeting
would be more realistic than asking the representatives to return in June.
Chair Brainard thanked the representatives for their time.
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6.

Discuss and consider intensive actuarial review metrics (01:46:54)
Mr. Herbold explained the updates that were made to the actuarial review metrics spreadsheet,
including adding the difference from the mean and highlighting the plans that were currently
being reviewed, as well as the plans that have already been reviewed by staff.
Chair Brainard and Mr. McGee noted that the changes looked helpful and they did not request
any additional changes to the spreadsheet at the time.
Ms. Kumar stated that staff also added national averages to the spreadsheet.

7.

Update on 2016 Actuarial Valuation of Lufkin Firemen's Relief & Retirement Fund (01:51:00)
Ms. Kumar updated the committee on Lufkin Fire, stating that staff has requested information
from the plan three times, and the plan has declined to send the requested information. She
stated that the PRB has a statutory obligation to make rules regarding this kind of request, but
no rules currently exist. She stated that it could be something to consider in the future.
Mr. McGee asked whether there was value in sending a formal letter to the plan to layout the
issue and state that the PRB will move forward if no action is taken by the plan.
Mr. May stated that he did not think another request would add value, and added that he did
not want to affect relationships with plans. Chair Brainard noted that he appreciates Mr.
McGee's intentions with a formal letter, but that formal action by the plan moves him to accept
their decision and move forward.
Mr. McGee noted that it was a simple information request that was material to the PRB's
statutory duty to continually review plans. He stated that his concern was that it would set a
precedent.
Ms. Kumar stated that staff will start including Lufkin Fire's 2016 actuarial valuation in reports,
footnoting the discrepancy from the 2015 valuation.

8.

Date and location of next Actuarial Committee meeting - TBD (02:01:05)
Ms. Kumar stated that staff has not polled the members yet, but that it would most likely be in
September.
.

9.

Invitation for audience participation (02:01:42)
There was no audience participation.

10. Adjournment (02:02:05)
Chair Brainard adjourned the meeting at 12:34 PM.
In Attendance:
PRB Staff
Anumeha Kumar
Reece Freeman
Kenny Herbold
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Michelle Kranes
Eloisa Mata
Bryan Burnham
Eusebio Arizpe
Marc Chytil
Joey Evans
WesAllen
Guests
Michael Trainer, San Antonio Fire and Police Pensioner Assoc.
Brian Hebert, Beaumont Firemen's Relief & Retirement Fund
Brad Heinrichs, Foster & Foster Consulting Actuaries (Beaumont Fire)
Todd Simoneaux, Beaumont Firemen's Relief & Retirement Fund
Carl Whitehead, Beaumont Firemen's Relief & Retirement Fund
William Cheshire, Beaumont Firemen's Relief & Retirement Fund
Jack Evatt, Beaumont Firemen's Relief & Retirement Fund
Alva Littlejohn, lubbock Fire Pension Fund
Chuck Campbell, Jackson Walker (Beaumont Fire)
Alyca Riley, Jackson Walker (Beaumont Fire)
Eloise D. Raphel, Houston Firefighters Relief & Retirement Fund
Steve Waas, Houston Municipal Employees Pension System
Eddie Solis, TEXPERS
Sally Bakko, City of Galveston
Tyler Grossman, EI Paso Fire & Police Pension
lisa Hughes, EI Paso Fire & Police Pension
Mark Fenlaw, Rudd and Wisdom
leslee Hardy, TMRS
Kenneth Oliver, TMRS
Chris Bucknall, TCDRS
Chanley Delk, Texas State Fire Fighters
Dan Buckley, City of Galveston
Ann McGeehan, TCDRS
Geoff Gainer, Galveston Police Pension
David Keller, Houston Firefighters Relief & Retirement Fund
Ralph Marsh, Houston Firefighters Relief & Retirement Fund
Joe Gimenez, TEXPERS
Nancy Fisher, Austin Fire
Keith Johnson, Austin Fire
Bill Stefka, Austin Fire
David Stacy, Midland Firemen's Relief & Retirement Fund
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Chair Keith Brainard
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