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PRB Mission
 The PRB oversees all Texas public retirement systems, both state
and local, to monitor their actuarial soundness and compliance
with state law.
 The PRB’s service population consists of the members,
administrators and trustees of 346 individual public retirement
systems, state and local government officials, and the general
public.
 Of the 346 systems, 99 are actuarially funded defined benefit
plans, for which total net assets are approximately $281 billion,
and total membership is over 2.7 million members.
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Board Composition
Composed of 7 governor-appointed members, including:
 three members with a background in securities investment,
pension administration, or pension law
 one member who is an actuary

 one member who is an expert in governmental finance
 one active member of a public retirement system
 one retired member of a public retirement system
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Primary Duties
 Conduct a continuing review of all Texas public retirement
systems
 Conduct intensive studies of potential or existing problems
that threaten the actuarial soundness of public retirement
systems

 Prepare actuarial impact statements for pending legislation
 Provide information and technical assistance
 Recommend policies, practices, and legislation to public
retirement systems and governmental entities
 Develop and administer an educational training program for
trustees and administrators of retirement systems
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Major Agency Activities FY 2017 - 2018
 Recent PRB activities to help improve actuarial soundness of plans:
 Fostering

transparency for the public by developing an online pension
dashboard to provide accessible current, historical, and comparative data
on Texas defined benefit plans

 Proposing

creative solutions to pension underfunding by conducting
interim studies to develop impactful recommendations to the 86th
Legislature on the following topics: Funding Policies for Fixed-Rate
Pension Plans and Pooling of Assets for Smaller Plans

 Monitoring
•

•

pension fiscal health for the Legislature by:

Conducting intensive actuarial reviews of 7 retirement systems facing
potential risks that threaten long-term stability
Closely tracking the implementation of pension bills (Dallas & Houston)
enacted last session and the funding shortfall currently facing Fort Worth
Employees’ Retirement Fund
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Defined Benefit Plan Governance
Of the 99 actuarially funded defined benefit plans in Texas:
 7 are statewide retirement systems, governed by the Texas Government Code.

 17 are major municipal retirement systems including 14 systems enabled by
state statute (Article 6243, Vernon’s Civil Statutes) and three retirement systems
created by city ordinance or charter (Dallas Employees, Galveston Employees, El
Paso City Employees).
 42 are paid/part-paid firefighter systems across the state, created under the
Texas Local Firefighters Retirement Act (TLFFRA), Article 6243(e) of Vernon’s Civil
Statutes.
 33 are local retirement systems offered by other political entities such as water
districts, appraisal districts, or other special purpose districts, authorized by
Chapter 810 of the Texas Government Code.
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Key Actuarial Measures
 Two measures frequently used to assess a system’s financial
health: funded ratio and amortization period.
 Funded Ratio: It is the proportion of a system’s accrued liabilities
that are covered by the assets. It is the ratio of the assets to the
liabilities (AVA/AAL).
 Amortization Period (Am. Pd.): The amortization period or
funding period is the expected period of time for a system to pay
off its unfunded liability (UAAL).
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PRB Pension Funding Guidelines
(effective 6/30/17)
1.
2.

3.
4.

5.

6.

The funding of a pension plan should reflect all plan obligations and assets.
The allocation of the normal cost portion of the contributions should be level or declining as a
percentage of payroll over all generations of taxpayers, and should be calculated under applicable
actuarial standards.
Funding of the unfunded actuarial accrued liability should be level or declining as a percentage of
payroll over the amortization period.
Actual contributions made to the plan should be sufficient to cover the normal cost and to
amortize the unfunded actuarial accrued liability over as brief a period as possible, but not to
exceed 30 years, with 10-25 years being the preferable target range.* For plans that use multiple
amortization layers, the weighted average of all amortization period should not exceed 30 years.*
Benefit increases should not be adopted if all plan changes being considered cause a material
increase in the amortization period and if the resulting amortization period exceeds 25 years.
The choice of assumptions should be reasonable, and should comply with applicable actuarial
standards.
Retirement systems should monitor, review, and report the impact of actual plan experience on
actuarial assumptions at least once every five years.

*Plans with amortization periods that exceed 30 years as of 6/30/2017 should seek to reduce their amortization period to 30 years or
less as soon as practicable, but not later than 6/30/2025.
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Investment Return Assumption
 The average assumed rate of return for Texas retirement systems is currently
7.37%. The national average is 7.36% (NASRA, February 2018).
 In response to projected market conditions and actual plan experience,
retirement systems across the country, including Texas, have reduced their
return assumptions in recent years and we expect this trend to continue.
 The rate of return assumption is a key economic assumption that has an
inverse correlation with the liability and short-term contribution
requirements of a plan. A higher return assumption leads to a lower liability
and contribution requirement and vice versa.
 ERS lowered its return assumption from 8% to 7.5%, and TRS lowered its
return assumption from 8% to 7.25%.
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Actuarial Valuation Report
Summary of Key Statistics
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Actuarial Valuation Report
Summary of Key Statistics Continued
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Actuarial Valuation Report
January 24, 2019
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Actuarial Valuation Report
January 24, 2019
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Actuarial Valuation Report
January 24, 2019
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Actuarial Valuation Report
January 24, 2019
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Average Rates of Return
as of 2017 or 2018 Fiscal Year End

Actual returns obtained from the most recent fiscal year-end investment return and assumptions reports. Long-term return is 30 years or longest term
available. All figures are net of fees. Assumed returns obtained from most recent actuarial valuation reports.
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Assets - Liabilities Trends
In the last six years, the difference between assets and liabilities has steadily
increased, from just under $50B in 2013 to almost $81B. The aggregate funded
ratio was highest in 2013, but has slowly decreased through 2018.

Chart utilizes information received by the PRB current through the dates listed.
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Funding Soundness Restoration Plan
 Enacted as part of H.B. 3310 by Representative Paul (84th)
 If a retirement system receives several consecutive valuations showing that
the system’s amortization period exceeds 40 years, the system’s governing
body and sponsoring entity must formulate a FSRP and submit the plan to
the PRB.
 The FSRP must be sufficient to reduce the amortization period to 40 within
10 years.
 Plans must report updates at least every two years.

 15 systems have submitted FSRPs. Of those, 4 systems have reached
amortization periods below 40, 7 systems are working toward 40, and 4
systems are required to develop a REVISED FSRP.
 One system, Fort Worth Employees’ Retirement Fund, is currently working on
its FSRP.
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2018 Intensive Actuarial Reviews
January

Galveston Police
Greenville Fire

April

Beaumont Fire
Marshall Fire

October

Longview Fire
Orange Fire
Irving Fire

 Recommendations:


Adopt a funding policy that requires payment of an actuarially determined contribution, or
at minimum, that fully funds the plan over a finite period of 30 years or less



Adopt a formal risk/cost-sharing framework with “guardrails” or trigger mechanisms that
reduce uncertainty and guide stakeholders in how benefit and contribution levels will be
modified under different economic conditions



Closely monitor investment performance including expenses and evaluate asset allocation
decisions



Conduct an in-depth asset-liability study of potential risks associated with existing asset mix
and liabilities they support. Perform scenario testing of large DROP/PROP withdrawals
coupled with potential adverse investment experience



Regularly review actuarial assumptions against experience, making necessary changes
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2018 Intensive Actuarial Reviews
Progress Updates
Intensive
Review Date

Retirement System

January

Greenville Firemen’s Relief and Retirement Fund

January

Galveston Employees’ Retirement Plan for Police

April

Marshall Firemen’s Relief and Retirement Fund

April

Beaumont Firemen’s Relief and Retirement Fund

October

Orange Firemen’s Relief and Retirement Fund

October
October

Longview Firemen’s Relief and Retirement Fund
Irving Firemen’s Relief and Retirement Fund

Updates


In October, the Fund informed the PRB that an RFP had been issued for actuarial services.



At the September 13 PRB Actuarial Committee meeting, both the City and the Plan provided
the PRB with preliminary proposals for a funding policy that would include paying an
actuarially determined contribution with a closed 30-year amortization period.



Retirement eligibility age moved from 50 to 53



10-year vesting eliminated



.75% City contribution increase effective 1/01/2019



City approved that contributions will be made to the fund at the end of the year for
vacancies that exist throughout the year effective 12/31/2018.
No changes reported to PRB.
Plan agreed to consult peer pension systems for possible guidelines or examples of
governance policies to help develop a governance policy between the Fund and the City.





Plan agreed to request the actuary to explain benefit reduction proposals to the fund
members.



Plan adopted a motion to craft a request for proposal (RFP) for investment consultant
services.
Removed deployment pay from benefit calculation and contributions.
No changes reported to PRB
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Recent and Potential Pension Bills
 Fort Worth


Fort Worth City Council has passed a reform plan, but those changes are
contingent on a vote of all members of the Ft. Worth Employees’ Retirement
Fund. If the vote fails, legislation may be filed.

 Galveston


In response to the PRB’s 2018 Intensive Actuarial Review, the City of Galveston
and the Galveston Employees’ Retirement Plan for Police have been working
towards a solution. If negotiations fail, legislation is likely.

 Houston


In 2017, the 85th Legislature created a contribution corridor for all 3 City of
Houston pensions. The bill established a statutory funding policy that set a target
city contribution rate based on the actuarially determined contribution (ADC) and
developed a corridor around the target rate to keep costs contained.

 Dallas


The Dallas Police and Fire Pension System was at risk of imminent insolvency in
2017. The 85th Legislature revised its statute to increase employee and city
contributions, modify the benefit structure, and improve governance.
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Texas Public Pension Data Center
 The 85th Legislature appropriated funds for the PRB to develop the Texas
Public Pension Data Center to provide an online, searchable database of
public pension information.
 Over the 2017-2018 biennium, the agency worked to develop the
dashboard which includes key actuarial and financial indicators of
retirement system health over time, as well as demographic, benefit and
governance information.
 The dashboard also offers the ability to compare those factors across
multiple plans of similar size or type.
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Minimum Educational Training (MET) Program
 Online Courses
Seven free online courses can be found on the PRB website. There have
been over 1,900 course completions to date.
 Courses include: Fiduciary Matters, Governance, Actuarial Matters,
Investments, Risk Management, Ethics and Benefits Administration
 Sponsor Accreditation




The PRB has accredited 18 organizations as MET sponsors, as well as 35
individual courses offered by non-accredited sponsors. The overall
satisfaction for all PRB accredited sponsors was 99% (as of June 2018).
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