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April 6-7, 2017 
 

 

 



TEACHER RETIREMENT SYSTEM OF TEXAS MEETING 
BOARD OF TRUSTEES  

 
AGENDA 

 
April 6, 2017 – 9:00 a.m. 
April 7, 2017 – 9:00 a.m. 

 
TRS East Building, 5th Floor, Boardroom. 

 
All or part of the April 6-7, 2017 meeting of the TRS Board of Trustees may be held by 
telephone or video conference call as authorized under Sections 551.130 or  551.127 of 
the Texas Government Code. The Board intends to have a quorum and the presiding officer 
physically present at the following location, which will be open to the public during the 
open portions of the meeting: 1000 Red River, Austin, Texas 78701 in the TRS East 
Building, 5th Floor, Boardroom. 
 
NOTE: The Board may take up any item posted on the agenda during its meeting on 
Thursday, April 6, 2017, or during the meeting on the following day, April 7, 2017, 
beginning at the time and place specified on this agenda. 
 
The open portions of the April 6-7, 2017, Board meeting are being broadcast over the 
Internet. Access to the Internet broadcast of the Board meeting is provided at 
www.trs.texas.gov. 
 
1. Call roll of Board members. 

 
2. Consider the following administrative matters – David Kelly:  

A. Approval of the February 22-24, 2017 proposed meeting minutes  

B. Excusing Board member absences from the February 22-24, 2017, Board 
meeting. 

C. Consider consenting to the Board Chair's appointment of the Budget 
committee members, and receive the Board Chair's public announcement of 
the Budget chair. 

D. Setting, rescheduling, or canceling future Board meetings.   
 

3. Provide an opportunity for public comment – David Kelly.  
 

4. Receive an update on the TEAM Program, – Brian Guthrie and Chet Henry. 

5. Receive a presentation from the TEAM Program Independent Program 
Assessment (IPA) Vendor – Michael Johnson, Bridgepoint Consulting. 
 

 



6. Review and discuss the Executive Director's report on the following matters – Brian 
Guthrie: 

A. Administrative operational matters, including updates on financial, audit, 
legal, staff services, board administration activities, special projects, long-
term space planning, and strategic planning. 

B. Board operational matters, including a review of draft agendas for 
upcoming meetings. 

C. Event notices or reminders; holiday and other schedules of interest; board 
member, employee or other individual recognitions; and expressions of 
thanks, congratulations, or condolences. 

7. Receive a report on TRS Workforce Overview – Janet Bray. 
 

8. Review the Executive Performance Incentive Pay Plan for the plan year beginning 
July 1, 2017 – Janet Bray.  
 

9. Receive a report on Cybersecurity – Chris Cutler.  

10. Discuss the Fourth Quarter 2016 Performance Review – Steve Voss and Mike 
Comstock, Aon Hewitt.  

NOTE: The Board meeting likely will recess after the last item above and resume Friday 
morning to take up items listed below. 

 
11. Provide an opportunity for public comment – David Kelly. 

 
12. Review Deputy Director’s report, including matters related to administrative, 

financial, and staff services operations – Ken Welch. 

13. Receive a report on Global Pension Trends – Rogier Slingerland, CEM 
Benchmarking Inc.  
 

14. Review the report of the Investment Management Committee on its April 6, 2017 
meeting – Committee Chair. 

15. Review the report of the Risk Management Committee on its April 6, 2017 
meeting – Committee Chair.  

16. Review the report of the Policy Committee on its April 6, 2017 meeting and 
consider approving proposed amendments to the Proxy Voting Policy – 
Committee Chair.  

17. Review the report of the Budget Committee on its April 6, 2017 meeting and 
consider proposed amendments to FY 2017 Budget for TRS-Care – Committee 
Chair.  
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18. Review the report of the Audit Committee on its April 7, 2017 meeting – 

Christopher Moss. 
 

19. Receive the report of the Chief Benefit Officer and consider related action, 
including – Barbie Pearson:  

 
A. Approve proposed minutes of the January 2017 Medical Board meeting. 

 
B. Approve the list of members qualified for retirement for December 

through February. 

20. Receive a report on the London Office – Don Green, Jerry Albright, Carolina de 
Onis and Allen MacDonell. 
 

21. Receive a report on Records Management Project – Don Green. 
 

22. Receive an update on TRS Facilities and Surrounding Area – Don Green. 

23. Review the report of the General Counsel on pending and contemplated litigation, 
including updates on litigation involving benefit-program contributions, 
retirement benefits, health-benefit programs, and open records – Carolina de Onís.  
 

24. Consider personnel matters, including the appointment, employment, evaluation, 
compensation, performance, duties, discipline, or dismissal of the Executive 
Director, Chief Investment Officer, or Chief Audit Executive – David Kelly.  
 

25. Consult with the Board's attorney(s) in Executive Session on any item listed 
above on this meeting agenda as authorized by Section 551.071 of the Texas 
Open Meetings Act (Chapter 551 of the Texas Government Code) – David Kelly. 
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Minutes of the Board of Trustees 

February 22-24, 2017  

The Board of Trustees of the Teacher Retirement System of Texas met on February 22-24, 2017, 
in the boardroom located on the fifth floor of the TRS East Building offices at 1000 Red River, 
Austin, Texas. The following Board members were present: 

David Kelly, Chair  
Karen Charleston 
Joe Colonnetta 
David Corpus 
John Elliott  
Greg Gibson 
Christopher Moss  
Dolores Ramirez 

Others present: 

Brian Guthrie, TRS     Tim Lee, TRTA 
Ken Welch, TRS     Bill Barnes, TRTA  
Don Green, TRS      Roy Varney, TRTA 
Carolina de Onís, TRS    Ronnie Jung, TRTA   
Katrina Daniel, TRS      Barbara Franklin, TSTA - R 
Britt Harris, TRS      Nancy Byler, TRTA President 
Jerry Albright, TRS      Maggie Parker, Aetna 
Barbie Pearson, TRS      Mark Quinn, Aetna 
Howard Goldman, TRS     Sandra Barsenas, ESI 
Amy Barrett, TRS      Scott McAfee, HPE 
Toma Miller, TRS      Victor Ferreira, HPE 
Ashley Inman, TRS     Eric Sanders, HPE  
Katherine Farrell, TRS    Sabina Rahman-Garcia, Humana 
Heather Traeger, TRS     Joni Lozano, Caremark 
Chet Henry, TRS      Mark Henry, Former Trustee 
David Cook, TRS      Eric McDonald, Former Trustee 
Adam Fambrough, TRS    John Walsh, Eversheds Sutherland 
Rhonda Price, TRS 
Steve Huff, Reinhart Boerner Van Deuren   
Steve Voss, Aon Hewitt      
Mike Comstock, Aon Hewitt     
Dr. Keith Brown, Investment Advisor   
Joe Newton, Gabriel, Roeder, Smith & Company   
         
 
Mr. Kelly called the meeting to order at 10:15 a.m. 
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1. Call roll of Board members. 

Ms. Farrell called the roll. A quorum was present. Mr. Corpus arrived at 4:15pm. 

2. Consider the following administrative items – David Kelly:  

A. Consider a memorial resolution for Anita Smith Palmer. 

Mr. David Kelly stated the first order of business was to address the loss of a dear friend. He said 
we are diminished by the loss of Anita Palmer. He stated he did not think she will ever be 
replaced what she represented to all of us in terms of her cheer, her hard work, sense of integrity 
and the role she served in reminding us of who we all work for, in terms of the educators and 
citizens of the State. In an attempt to honor her memory, Mr. Kelly stated a few items were 
gathered to share with Anita’s family. Mr. Kelly identified that a flag was flown over the Capitol 
by the Texas House of Representatives on January 11, 2017, in honor of Anita Palmer’s 
dedicated service to the State of Texas. He then read the Senate Resolution 31 that was passed by 
the Senate of the 85th Legislature in memory of Ms. Anita Palmer Hackley for her service to the 
great state of Texas, its children, teachers and TRS and for the sharing of her talents as an award 
winning artist.   

Mr. Kelly then read the following proposed TRS Resolution: 

Whereas, Anita Smith Palmer served as a member of the Board of Trustees of 
the Teacher Retirement System of Texas (TRS) from September 2011 until her 
passing on January 6, 2017, mindful of her duty as caretaker of a trust to those 
who teach or otherwise serve our state’s children and thereby shape its future; 
and 

Whereas, she provided leadership to the system during a time when the 
retirement system grew to more than 1.5 million members and annuitants; 
management controls were strengthened, new investment allocations and 
procedures were adopted and implemented, significant progress was made on 
the TRS Enterprise Application Modernization (TEAM) Program, the State 
Auditor’s Office reports provided unqualified opinions with no findings of material 
weakness in internal control, and TRS annually received the “Certificate of 
Achievement for Excellence in Financial Reporting” from the Government 
Finance Officers Association; and 

Whereas, she served TRS in numerous ways, including as chair of the board’s 
Benefits and Budget Committees, and as a member of the Audit, Compensation 
and Policy Committees; and 

Whereas, she served on the board at a time when TRS conducted an important 
legislative study on pension fund sustainability, which enabled the legislature to 
make modifications that made the pension fund actuarially sound, allowing for 
the first permanent cost-of-living increase for a majority of retirees in more than a 
decade; and 
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Whereas, she served on the board during the time of TRS’ 75th anniversary and 
joined other trustees in commemorating that special event;  

Whereas, she represented TRS on the National Council on Teacher Retirement 
(NCTR) Credentials Committee; and 

Whereas, she helped guide the agency through prudent oversight of trust assets 
when the TRS Pension Fund grew from approximately $107 billion in September 
2011 to more than $134 billion as of January 2017; 

Whereas, Anita was loved by all who knew and worked with her during her 30-
year public education career as well as her more than five years on the TRS 
Board of Trustees;  

Whereas, Anita was an award-winning artist whose art still adds beauty to the 
halls and board room of TRS; and 

Whereas, all of us at TRS will miss Anita’s inquisitive mind, caring heart and 
ever-present smile; 

Now, therefore, be it resolved, that the Board of Trustees and staff of the 
Teacher Retirement System of Texas recognize the accomplishments and 
contributions of Anita Palmer, honor her valued contributions and express 
appreciation on behalf of TRS members both present and future, 

And be it further resolved, that a copy of this resolution be presented to Anita’s 
family and entered into the record of the board for February 22, 2017. 

Mr. Kelly called for both a rising and voice vote on the resolution honoring Ms. Anita Palmer 
Hackley’s service: 

 Mr. Elliott – I approve the adoption. 

 Mr. Colonnetta: I approve. 

 Ms. Charleston: I approve. 

 Mr. Moss: I approve. 

 Ms. Ramirez: Aye 

 Dr. Gibson: I vote to approve. 

 Mr. Kelly: I vote to approve.  

Mr. Kelly then requested it be entered into the record that the resolution passed unanimously.  

Mr. Hackley presented TRS and TRTA with paintings by Ms. Palmer. He expressed his 
appreciation for the recognition given to Ms. Palmer for her service and requested that the Board 
continue to believe in what she believed in, getting the job done, for it would mean a lot, to a lot 
of people. 
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Mr. Tim Lee spoke on behalf of TRTA saying Ms. Palmer was a part of TRTA for a long time. 
He said Ms. Palmer loved the work she did with the Board, she loved teaching, and she loved 
retired teachers. He thanked her family for sharing her with us. 

Mr. Kelly called for a five minute recess. 

B. Approval of the December 1-2, 2016 proposed meeting minutes 

On a motion by Mr. Moss, seconded by Ms. Ramirez, the Board unanimously voted to approve 
the proposed minutes of the December 1-2, 2016 Board meeting. 

C. Excusing Board member absences from the December 1-2, 2016 Board meeting.  

On a motion by Dr. Gibson, seconded by Mr. Elliott, the Board unanimously voted to excuse the 
absences of Mr. Colonnetta and Ms. Ramirez from December 1-2, 2016 Board meeting. 

D. Setting, rescheduling, or canceling future Board meetings. 

No changes to the future Board meetings schedule were addressed. 

3. Provide opportunity for public comment – David Kelly.  

No public comment was provided. 

4. Receive an overview of the Board meeting agenda and theme – Brian Guthrie.  
 
Mr. Brian Guthrie stated the theme for the February retreat was “Moving Forward to Better 
Serve Our Members.” He then provided an overview for the next three days and reviewed the 
specifics of the agenda for the day. 
 
5. Receive an update on the TEAM Program and schedule – Brian Guthrie and Chet 

Henry. 

Mr. Guthrie reported on the work done in readiness for Phase 1 rollout. Mr. Guthrie provided the 
number of reporting entities that are certified, over 1,300, 95 percent, that are ready for the roll 
out in September. He stated the parties are working well together, working off of the same 
metrics and working towards the September deadline. 

Mr. Chet Henry reviewed the accomplishments to date as: successfully launching the Trust 
Certification environment; the new TRS website; and moving Filenet, an imaging system to a 
system compatible with the Trust environment. Mr. Henry stated the legacy decommissioning 
project is well on schedule. He stated less than one 1/100th of 1 percent of the membership 
remains to be conditioned or fed into the Trust system.  

Mr. David Cook reviewed the history of TEAM. He stated there will be a new customer 
relationship management system, CRM, which will provide a 360 degree view of all of the 
interactions TRS has with a member. Mr. Cook reviewed the timeline of TEAM, how during the 
planning phase of the project in 2011 there was a target date of March 2017 to complete the 
project with a cost estimate of about $93 million. These targets and estimates were made prior to 
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the issuance of the RFP and prior to our partnering with Provaliant or HP. Since this target date 
and cost estimate, Mr. Cook said new requirements have been issued by GASB along with TRS 
assuming the ownership of several development areas all of which impacted the schedule and 
costs. Mr. Cook then reviewed the forecasted spending with actual costs incurred.  

Mr. Chet Henry discussed the transparency report for the month ending January that had an 
overall B grade. Mr. Henry provided background on how the report is developed and how the 
parties meet weekly to assess the report. Mr. Henry then reviewed key milestones in the project. 
He stated as of February 28th the goal is to have a moratorium on all proposed changes. Mr. 
Henry stated a beta test to show users and receive input has been established.  Mr. Henry 
reported the UAT is scheduled to begin in April and complete in July. He said this is the last 
phase of software testing process and prior to the cutover in September. 

Mr. Adam Fambrough reviewed what will be implemented with the different phases. He said 
Phase I will begin in September of this year and some of the major functionality will be the 
employer reporting. This is where all of the 1,300 reporting entities will start submitting data 
through the system. One feature is the update of service credit in real time, not having to wait for 
end of year. Mr. Fambrough reported another function is offering direct deposit for refunds for 
the first time. Additionally, he stated the refunds will be done on a daily process rather than 
issuing them twice a week as is done now. Mr. Fambrough then reviewed the functionalities that 
will come with Phase 2.  

Mr. Guthrie commented on the issues that are being identified with the data conditioning and the 
information that is received under the new GASB requirements and. He noted they are 
identifying where employers may have misreported member eligibility information for decades.  

Mr. Adam Fambrough then demonstrated the improvements and what screens and information 
benefit counselor will see to assist them during a member’s call. He noted there is more 
information available and in a cleaner format. Mr. Fambrough stated that the service members’ 
retirement statements that are mailed out, members will now be able to view it online. He said 
the default will be to continue to mail, for there are members who prefer paper to electronic 
communication.  

Mr. Victor Ferreira commented on behalf of HP as to how he appreciated the update provided 
and thought it was an accurate depiction. 

   

6. Review and discuss the Executive Director's report on the following matters – Brian 
Guthrie:  

A. Review Strategic Plan and Executive Director’s Goals. 
B. Discuss TRS history, operations, and workforce overview. 
C. Reviewing Board Governance  
D. Board operational matters, including a review of upcoming Board Elections and Board 

Training Calendar.  
E. Preview draft agendas for upcoming Board meetings. 
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Mr. Guthrie reviewed TRS’ five strategic goals. He then reviewed his Executive Director’s 
goals. He noted the goals were broken into several performance categories, operational 
excellence, leadership, investment management, benefit services and health care. There was 
discussion on the 403(b) program and the possibility of TRS offering more than just oversight. 
Mr. Guthrie said that in June the executive council, after legislative session, will review the 
strategic plan and make any tweaks, and changes to revise and improve that plan. 
 
Mr. Guthrie provided a brief overview of what TRS does broken down into three buckets. On the 
pension side, there are 1.5 million total members, 1.1 million are active. He said this gives a ratio 
of 2.41 active members to retirees. Mr. Guthrie reported anything over two is considered to be 
very healthy for a pension trust fund TRS’ size. He stated the funding ratio is at 79.7 percent and 
unfunded liability is currently at $35 billion.   
 
Mr. Guthrie reviewed the pension trust fund operations. For incoming activities, Mr. Guthrie 
reported $3 billion is deposited on an annual basis by members, another $3 billion is deposited 
by employers and the State. He said there are almost 712,000 calls a year, almost 10,000 one-on-
one member visits. For outgoing activities, he said over $9 billion in pension benefits were paid 
out, and over 40,000 refunds processed.  
 
Mr. Guthrie reported membership growth over the past ten years has increased and the 
composition of membership has changed. There are 1.5 million members, having added 300,000 
members over ten years. He said over the past ten years, active members have grown by 20 
percent and retirees have grown almost 50 percent. This is to be expected due to the boomer 
population he said.  
 
Mr. Guthrie provided a snapshot for TRS-ActiveCare and TRS-Care. For TRS-ActiveCare, he 
said there is an extensive network of medical and pharmacy providers, TRS pays almost 5 
million medical claims a year and 4 and half million prescription claims. He said the fund is paid 
through premiums and the fund balance is kept just north of zero. For TRS-Care, the fund 
balance as of now is pretty good but is trending in the wrong direction.  He said TRS-Care being 
funded through contributions from state, active members and from the districts which has no 
correlation to health-care costs. As a result, Mr. Guthrie said the contributions received for that 
program are far outpaced by the cost of delivering the care. He said we as staff and as the Board 
have done everything possible at this point to administer the program and are seeking legislative 
help to maintain the program beyond the next two years. Discussion was had regarding the 
possible legislation.  
 
Mr. Guthrie reviewed the 403(b) program. He reported the allowable fee structure has not 
changed since the beginning of the program. He said there are 76 companies that have gone 
through the certification process and offer over 11,000 products. 
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Mr. Guthrie then reviewed the subject of focusing on the right things as an administrative body. 
He said it is making sure the mission and vision is set and to have an organizational profile that 
achieves that mission and vision. He said we need to ask the right questions about who our 
customers are, what our services are and that is done through the strategic planning process. Mr. 
Guthrie stated we have an effective governance structure at all levels and ensure an effective 
legal, regulatory and compliance. He also discussed the role of oversight entities and risk 
management. And finally he said, we need to make sure we are acting in an ethical manner to 
meet our responsibilities and that we have processes in place, checks and balances, to make sure 
we are held accountable. 
 
Mr. Guthrie provided a legislative update. He said on January 24th there was a hearing at the 
Senate Finance Committee which was an overview of TRS. Mr. Guthrie said he testified in front 
of the House Appropriations Committee’s Article III Subcommittee on February 20th. He also 
discussed the Senate State Affairs Committee that will be the body to consider legislative 
changes to TRS-Care and ActiveCare. Mr. Guthrie reported the House Pensions Committee will 
take up the same issues as the senate State Affairs Committee on the house side and will meet on 
February 27th. He then discussed the Senate Nomination Committee that will meet to approve the 
three new Trustees that were brought on board earlier this year.  
 
Mr. Guthrie reviewed the Governor’s letter directing all state agencies that appear in the 
Appropriations bill to implement a hiring freeze, which included TRS. Mr. Guthrie stated TRS 
will be seeking an exemption for a subset of the current openings based upon areas of critical 
need. Mr. Guthrie then reviewed pending legislation in both chambers pertinent to TRS.  
 
Mr. Guthrie provided updates on the Board election process. He said there are two seats up for 
election, the at-large position and the retiree position. Mr. Guthrie reported the ballots will go out 
this month, February and will need to be returned by May 5th, and the top three candidates for 
each position will be sent to the Governor’s office for his consideration by the end of May. He 
said hopefully by end of the current term, August 31st, we will have the Governor’s selection.  
 
Mr. Guthrie reviewed the list of upcoming Board training opportunities. 
 
Mr. Guthrie then reviewed upcoming Board meeting agendas. 
 
7. Receive the report of the Chief Benefit Officer and consider related action, including – 

Barbie Pearson:  
A. Approve minutes of Medical Board meetings  
B. Approve the list of members qualified for retirement for September through November. 
 
Ms. Barbie Pearson provided background on the Medical Board. She then requested approval for 
the minutes of the Medical Board meetings for September and November of 2016.  
 
On a motion by Mr. Moss, seconded by Ms. Charleston, the Board unanimously approved the 
proposed minutes of the September and November Medical Board meetings. 
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Ms. Pearson requested approval of the list of members qualified for retirement for the first quarter 
of 2017, September through November of 2016.  

On a motion by Mr. Ramirez, seconded by Ms. Charleston, the Board unanimously approved the 
list of members qualified for retirement for the first quarter of 2017. 

8. Receive a presentation on the Development of the Plan Management Policy – Rebecca 
Merrill and Joe Newton, Gabriel, Roeder, Smith. 

Mr. Guthrie in introducing the topic discussed the pending legislation, Senate Bill 936, which 
would create a Joint Interim Committee to look at public retirement systems of the state and their 
governance. He said many of the items for the Joint Committee to study are topics the Board has 
discussed including the development of a funding policy.  

Mr. Joe Newton described what a funding policy is and why it is important. He said generally the 
funding policy is taking all of the experience and creating a contribution requirement but there 
are different parameters that could go into that equation. Mr. Newton said in this plan we know 
what the contribution is and we can back into how long it will take to pay off the unfunded 
liability with the known contribution. Mr. Newton reported the State’s constitution has a six 
percent floor and a 10 percent maximum contribution level for the employer. He said a couple of 
sessions ago legislation linked the member to employer rate so if the employer rate is decreased, 
the member rate will come down as well.  

Mr. Newton reviewed the different methods of amortization regarding the unfunded liability. He 
said that some in the pension world push for longer periods to pay off the unfunded liability 
because it creates lower necessity cash flows next year. However, the risk increases the longer 
the liability is outstanding. Mr. Newton stated there is not much guidance on amortization and 
pushing so much interest off to future generations. He reported the Society of Actuaries put 
together a blue ribbon panel which published a white paper on pension funding and they 
recommended 15 year amortization. He noted the Conference of Consulting Actuaries in their 
white paper recommended 25 years, if using closed layered amortization.  

Ms. Rebecca Merrill discussed how a funding policy could be put into an overall Plan 
Management Policy.  A Plan Management Policy could package together a funding policy with 
measurements that are used regularly to look at the health of the system. She said there are a 
number of different system measurements and requirements that are found in statute, in the 
Appropriations Bill and in the IPS. Ms. Merrill stated another aspect of the policy is the actuarial 
methods. She said these are the methodologies the Board has already adopted as part of the 
assumption set developed from the most recent experience study. She noted other items for 
consideration in developing the Plan Management Policy are the amortization objective, 
discretionary contribution rate, use of funding excess, and return on investment assumption.  

Ms. Merrill reviewed next steps for developing the policy. She said if the Board provides 
direction for staff to work on a draft, then staff could bring a draft to a future Policy Committee 
meeting for Board adoption. Further discussion was had regarding the need for an overall 
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framework of policies so as not to make individual decisions in a vacuum The Board also 
discussed not wanting to get out ahead of the Legislature on plan funding issues given that the 
Legislature has proposed a Joint Interim Select Committee on plan design and funding for the 
upcoming interim.   

Mr. Kelly then announced Agenda Item 10 would be taken up to no objection. 

10.  Receive a presentation on Fiduciary Duties – John Walsh, Eversheds Sutherland. 

Mr. John Walsh provided a presentation on fiduciary duties, what it is and why there is a need to 
know about it. He said fiduciary duty is actually a very profound relationship, a societal 
relationship that the law recognizes. He stated the foundation of the fiduciary duty is trust. Mr. 
Walsh referenced Meinhard v. Slamon as a famous fiduciary case that provides great insight into 
fiduciary duty by pulling in the concept of honor and higher standards.  

Mr. Walsh then spoke to what a fiduciary should be doing. He said there are two specific duties. 
One is a duty of loyalty, where a fiduciary puts the beneficiary’s interest ahead of their own. And 
the other duty is duty of care. He said a fiduciary must use reasonable effort and diligence in 
serving the beneficiary. Mr. Walsh discussed these two duties in further detail. 

Mr. Walsh stated the third part of the presentation was how to test as a group of Trustees if the 
fiduciary duty is being met. He stated one method is through self-assessment. He then reviewed 
various questions to ask to determine if the fiduciary duty is being met. In response to Dr. 
Brown’s question, Mr. Walsh stated there could be instances where a Board violates fiduciary 
duty by delegating too much but also there is the reverse problem of micromanaging. He stated 
micromanaging could be a problem under the duty of care. He said there was no bright line rule. 
In response to an inquiry from Mr. Kelly, Mr. Walsh said the warning signs when something is 
wrong is when the code of ethics is not applied consistently, certain people are getting waivers, if 
there is a question of accepting duty of loyalty and if there are a large number of conflicts of 
interest.  

Mr. Kelly then called up Agenda Item 9. 

9. Receive a report on Communications Agency Plan – Howard Goldman and Rhonda 
Price. 

Mr. Howard Goldman provided an overview of the agency wide Communications Plan. He said 
the plan sets the path to collaborate with different parts of the agency, clarifying relationships 
between audiences, channels of communications and encouraging stakeholder input through 
engagement. He said while different areas of the agency have very different types of 
communication initiatives for example investments and HIB, all have a shared target audience.  

Mr. Goldman said the agency’s strategic plan calls for the communications plan and for it to be 
updated annually. Mr. Goldman then discussed the process followed in developing the 
communications plan.  
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Ms. Rhonda Price reviewed identifying the stakeholders. She then discussed the tactics in 
collaborating with Investment Management Division to increase awareness of TRS as a global 
investment leader. Ms. Price also discussed Communications partnering with Special Projects to 
produce the financial awareness video series. Communications has promoted these videos 
through social media, the TRS newsletter, email and posters.  

Mr. Goldman discussed focusing on and prioritizing Benefit Services. He said they produced a 
Welcome to TRS video for new members to help members understand the value of pension 
benefits. Mr. Goldman said they are producing targeted newsletters, one for retirees and one for 
active members, allowing them to provide articles that pertain only to those members. He also 
said Communications was partnering with Benefit Services to increase understanding of 
frequently misunderstood topics relating to the pension plan. TRS-Care, is another area where 
Communications is partnering to increase health care literacy and awareness of how to be better 
consumers 

Mr. Goldman reviewed the new website, how it was developed, and the outreach to stakeholders. 
Ms. Price discussed other features newly available on the website and other social media 
programming. 

11. Receive an overview of the collaboration and overall philosophy of the Audit, 
Compliance and Enterprise Risk Management functions – Heather Traeger, Amy 
Barrett, Jay LeBlanc, Jase Auby 

Ms. Heather Traeger provided an overview at a high level the roles and responsibilities of the 
risk compliance and insurance functions at TRS. Mr. Jay LeBlanc reviewed the governance 
structure at TRS. Ms. Amy Barrett stated another way to view governance is through three lines 
of defense: operations; enterprise risk management and compliance; and independent assurance. 
Mr. Jase Auby discussed how the three lines of defense are organized into four key oversite 
teams at TRS: Investment Risk Management; Compliance; Enterprise Risk Management; and 
Audit. Mr. Auby further described the function of Investment Risk Management. Ms. Traeger 
provided further information on Compliance’s role. Mr. LeBlanc discussed Enterprise Risk 
Management’s role and Ms. Barrett discussed the role of Audit.  

At 5:00 p.m., Mr. Kelly announced the Board would recess for the rest of the day. 

February 23, 2017  

The Board of Trustees of the Teacher Retirement System of Texas met on February 23, 2017, in 
the boardroom located on the fifth floor of the TRS East Building offices at 1000 Red River, 
Austin, Texas. The following Board members were present: 

David Kelly, Chair  
Karen Charleston 
Joe Colonnetta 
David Corpus 
John Elliott  
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Greg Gibson 
Christopher Moss  
Dolores Ramirez 

Others present:  

Brian Guthrie, TRS    Dr. Keith Brown, Investment Advisor  
Ken Welch, TRS    Joe Newton, Gabriel, Roeder, Smith & Company  
Don Green, TRS     Steve Huff, Reinhart Boerner Van Deuren 
Carolina de Onís, TRS   Steve Voss, Aon Hewitt 
Katrina Daniel, TRS     Mike Comstock, Aon Hewitt 
Britt Harris, TRS     Michael Clayton, State Auditor’s Office 
Jerry Albright, TRS     Randy Miller, Funston Advisory Services, LLC  
Barbie Pearson, TRS     Keith Bozarth, Funston Advisory Services, LLC 
Amy Barrett, TRS     Christy Gahr, Meketa Investment Group 
Howard Goldman, TRS    Chris Tehranina, Meketa Investment Group 
Katherine Farrell, TRS   Lorelei Graye, Leodoran Financial 
Heather Traeger, TRS    Jennifer Choi, ILPA  
Jase Auby, TRS    Paul Yett, Hamilton Lane 
Dale West, TRS    Suresh Krishnamurthy, State Street 
Chi Chai, TRS     Fassil Michael, ISS 
Mike Pia, TRS     Philip Mullins, Texas State Employees Union 
Mohan Balachandra, TRS    
Katy Hoffman, TRS  
Eric Lang, TRS 
Sylvia Bell, TRS 
Hugh Ohn, TRS   
Grant Walker, TRS    
Neil Randall, TRS   
Merita Zoga, TRS  
 
Mr. Kelly called the meeting to order at 8:37 a.m. 
 
1. Call roll of Board members. 

Ms. Farrell called the roll. A quorum was present. 

2. Provide opportunity for public comment. 

No public comment was provided. 

13. Receive an overview of the February 23, 2017 agenda – Brian Guthrie. 

Mr. Ken Welch provided the overview of the day’s agenda for Mr. Guthrie was called to the 
Legislature to testify. Mr. Welch said the day was mostly investment topics ending with an 
overview of the budget and legislative process.  
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14. Receive the report of the Audit Committee on its February 23, 2017 meeting – Chris 
Moss.  

Mr. Chris Moss provided the following Audit Committee report regarding its February 23, 2017 

meeting: 

The Audit Committee met at 8:00 a.m. on Friday, 

February 23rd in the Fifth Floor Boardroom.  Internal 

Audit presented the results of the annual testing of 

Investment Performance Incentive Pay calculations.  

TRS staff presented an overview of the annual 

financial report of the Teachers Retirement Investment 

Company of Texas (TRICOT) for the period ending August 

31st, 2016.  Representatives from Grant Thornton, 

independent auditors of TRICOT, presented the results 

of their audit and other required communications. 

Without objection, Mr. Kelly called Agenda Item 15H. 

15. Discuss investment matters, including the following:  
H. Emerging Manager Program Overview - Sylvia Bell. 

Ms. Sylvia Bell reviewed the goals of the Emerging Manager Program. Ms. Bell said the 
definition of a TRS emerging manager is a smaller, relatively newer firm with assets under two 
million with a strong and proven asset management capability. Ms. Bell reported, to date $5 
billion has been committed to the Emerging Manager Program across 151 managers. She said 
five managers have graduated to the premier list and have received a two billion allocation from 
the Trust. 

Ms. Bell reported the Emerging Market portfolio has returned 7.1 percent on a one-year basis 
and a 9.8 percent on a three-year basis. She provided further details on the Emerging Market 
program. She then reported on the Emerging Manager Conference. The first conference was held 
six years ago with 115 attendees. This year there were close to 1,400 attendees, making it by far 
the largest emerging manager conference in the country. In response to Mr. Corpus inquiry, Ms. 
Bell stated once an emerging manager graduates to the premier list, they become a Trust level 
manager where TRS continues to work with them. 

15 A.  Trend and the End of Globalization – Ruchir Sharma, Morgan Stanley. 

Mr. Britt Harris provided an introduction for Mr. Ruchir Sharma. Mr. Harris reported that Mr. 
Sharma has been named by Bloomberg as one of the 50 most influential people in the world. Mr. 

12 
 
 



Sharma has authored two books and is a regular writer for Foreign Policy and the Wall Street 
Journal. Mr. Harris then provided context for the topic of globalization. 

Mr. Ruchir described globalization as having three traditional tenets which are global trade 
flows, capital flows and migration flows. He said the process of globalization and de-
globalization has moved in waves over the centuries. He stated as of 2008, we have seen a de-
globalization via a decrease in trade, capital and migration. Mr. Ruchir said this is consistent 
with historical patterns. Mr. Ruchir stated many in the developed countries have not benefited 
per se from globalization after the crisis has caused many incumbent politicians to lose their 
seats and for many countries to be open to economic experiments. Mr. Ruchir said the politicians 
will try to skew the production of goods back home through tax policies and other measures. Mr. 
Ruchir said these policies will shift the power from corporations to workers and will lead to 
higher inflation. 

Mr. Ruchir said we are likely to see more and more sort of economic experiments take place to 
try and deal with this era of de-globalization and lower economic growth everywhere. He said 
focusing on a countries fundamentals is going to be very important in an era of de-globalization 
where countries march to their own tunes and not in sync. Mr. Rachir then took questions and 
discussed the upcoming elections across Europe. He also spoke to the productivity growth rate. 
In his concluding remarks Mr. Rachir spoke of his views of global valuations across asset 
classes.  

15B. Last Five Years / Next Five Years – Britt Harris. 

Mr. Harris said we are now eight years beyond the financial crisis ending. Mr. Harris reported 
TRS portfolio went down 20 or 30 percent, to roughly $67 billion. He reported today the 
portfolio stands at about $135 billion. Mr. Harris stated for the past eight years the system has 
earned just under $90 billion, about $45 million every single day that the markets have been 
open for past eight years. He said they have generated 1.2 percent above the 8 percent target rate 
at roughly 50 percent of the risk projected. He said the inflation rate, which normally runs at 2.5 
has been 1.2. He reported a very high Sharpe ratio for past five years of 3.6.  

Mr. Harris discussed the benefits of the Federal Reserve’s monetary policy regarding 
quantitative easing and how the inflationary rate has remained low during this period of time 
after the recession. He said the back drop for the last five years has been getting us back to 
normal.  

Mr. Harris said over the past five years they have had guiding principles. He said they are: 
looking to increase productivity; to become the preferred destination for large attractive 
investments around the world; increase areas of competence such as risk management and 
energy and develop an agency structure to be effective, efficient and very productive. Mr. Harris 
then provided further information on the monitoring they have implemented regarding market 
conditions for risk management. In response to Dr. Gibson’s question, Mr. Harris said the most 
important competency moving forward was risk management followed by culture, retention and 
recruitment. But he also said agility is going to be massively more important moving forward 
into the next five years.  
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15C. Best Practice Review – Carolina de Onis, Sylvia Bell and Amy Barrett. 

Ms. de Onis discussed the importance of having a good governance structure with clearly 
defined rules for the Board and management. She said while these two things do not guarantee 
good results, however, without these two things good results cannot be achieved consistently. 
Ms. de Onis reviewed the four principal groups at TRS to meet its long-term investment goals:  
the Board, Investment Management Division (IMD), Legal and Compliance and Audit.  Ms. de 
Onis stated through three standing committees of the Board, Investment Management, Policy and 
Risk Management, the Board has special oversight and monitoring functions over IMD. She 
noted another important governance framework is the Internal Investment Committee (IIC). She 
also listed the IMD Management Committee. 

Ms. Sylvia Bell reviewed the operational infrastructure supporting the investment functions at 
TRS. She stated the hallmarks of a best class investment operations is to ensure investment data 
was secure, verified and comprehensive. Ms. Bell provided information on the TRS-State Street 
relationship and the robust governance which includes colocation of key management personnel 
on site with TRS. She reviewed other operational aspects that lead to success such as settlements, 
valuations and IT, 

Ms. Amy Barrett stated the strong governance structure and operational infrastructure are 
continuously evaluated both internally and externally. She said the State Auditor perform quite a 
bit of work in addition to a dedicated investment internal audit function. She stated that over a 
five year period there were 70 audits and there have not been any material weaknesses. She said 
besides audits there are also independent advisors. Mr. Voss and Mr. Huff each commented on 
TRS being best in class. 

15D. Blank Canvas – Mike Pia. 

Mr. Mike Pia presented an overview of the Blank Canvas Project. Going forward the question, 
Mr. Pia said, is how to best position TRS for the next five to ten years. To answer those 
questions, he said, they leveraged the Strategic Partner Network (SPN) Research project and 
asked them how they would invest $130 billion to earn 8 percent annually. Mr. Pia said all six 
partners participated in the project.  

Mr. Pia reviewed the key conclusions from the summit. Four of the six partners used more 
traditional methodologies to come up with asset allocations and the other two were less 
traditional. He said new or additional investments were identified in illiquid credit and energy. 
He said the total return expectations of the partners on average was 7.8 percent which is a result 
of increased liquid, a significant use of leverage and outsized alpha expectations. Mr. Pia 
described how IMD assessed the results. He noted further work was needed but he views Blank 
Canvas as the basis for launching the 2017 Super Five priorities.  

15E. TRS Competitive Advantages – Katy Hoffman and Mohan Balachandran. 

Ms. Katy Hoffman said TRS’ fund is over $130 billion, making it the 14th largest pension fund in 
the world, sixth largest in the US. She said there is over $50 billion of liquidity available to take 
advantage of market dislocation. She next reviewed the capabilities developed to take advantage 
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of the aforementioned strengths. She said developing strong trusted relationships with general 
partners has allowed access to deal flows. Ms. Hoffman said when there is dislocation in the 
market they are prepared to assemble a cross-functional team to help evaluate market 
opportunities. In response to Mr. Kelly’s question, Ms. Hoffman said the quarterback of these 
teams are rotated, it is not the same person each time, there is a lot of expertise in different 
pockets of IMD. 

Mr. Mohan Balachandran reviewed the process for evaluation of new investment strategies. He 
said there are four pillars to the strategy. Mr. Balachandran reviewed examples of portfolios who 
have gone through this process.  

15F. Optimize TRS IMD Public Equities Portfolio – Jase Auby, Chi Chai and Dale West. 

Mr. Jase Auby reported the TRS Global Public Equity portfolio had $52.4 billion of assets, 39 
percent of the Trust, with a five-year return of 10.5 percent. He said the key phase one 
conclusion of a three-phase project is to move the Trust to a structure that manages the Global 
Equity Portfolio as one integrated portfolio, and within that optimize current beta and alpha 
streams.  

Mr. Auby reviewed the three phases of the project. For phase one they gathered industry best 
practices and reviewed data on all current processes. In phase two, he said they are seeking to 
optimize the set of alpha streams with a goal of eliminating redundant or unproductive streams 
and building a single optimized portfolio and with phase 3 implement final recommendation and 
transition the trust over time. 

Mr. Auby reported five years ago the portfolio had $42.7 billion and today it is $52.4 billion. 
Also, five years ago he said they had 34 alpha streams and today there are 44 alpha streams. Ten 
of the streams are internal and 34 are external. He said the alpha streams have performed 
positively over time with one exception. The alpha in the USA portion of the portfolio has had 
difficulties particularly due to quantitative easing. In response to Mr. Colonnetta’s question, Mr. 
Auby stated in regards to passive versus active management, he still believes very much in active 
managers. He said active management’s alpha comes in cycles, it is particularly difficult during 
times of low volatility and low dispersion of returns. 

Mr. Chi Chai stated the last five years has been one of the worst periods for U.S. active 
management. He said on the other hand, EAFE managers outperformed four out of the last five 
years and emerging market managers outperformed five out of the last five years. Mr. Chai 
discussed the cyclical nature of the alpha and the need to be cautious in overacting at the wrong 
time in the cycle.  

Mr. Dale West provided an update on efforts to improve external manager, specifically hedge 
fund fees. He stated hedge funds over the past five years have not provided anything particularly 
useful to the Trust in terms of returns. He said the philosophy is that we want to take 70 percent 
of value-added or alpha even in lower returning markets, which is not achieved with traditional 
hedge fund fee structures. He reported they are trying to solve this is by introducing hurdle rates. 
Mr. West said it would redistribute how fees are paid, paying higher fees in a high return 
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environment but lower fees when returns are lower. He reported the majority of hedge fund 
assets are with managers who have agreed to use hurdle rates or low fixed fees.  

15G. Top five priorities for 2017 – Jerry Albright. 

Mr. Jerry Albright reviewed the London office and transactions that are being generated from 
that office. He then turned to discussing the top five priorities moving forward for IMD. For Beta 
Management he said they are reviewing the use of leverage, what the optimal leverage should be, 
reduced deflation hedge, and currency risk. For Alpha Production, he said, reducing expenses in 
the hedge fund portfolio and working on improving access to GPs and to allocations. Mr. 
Albright also addressed Absolute Returns, Private Markets and CIO Issues as part of the top five 
priorities.  

16. Receive a report on the Evaluation of the Investment Practices and Performance at the 
Teacher Retirement System of Texas: An Assessment of the TRS Real Assets Investment 
Program – Hugh Ohn, Eric Lang and Grant Walker; Michael Clayton, SAO; and Keith 
Bozarth, Christy Garh, Randy Miller, Chris Tehranian, Funston Advisory Services, LLC 

Mr. Hugh Ohn stated that under the statute the State Auditor’s Office (SAO) is required to hire 
an independent company to evaluate TRS investment practices and performance. For this audit, 
TRS and the SAO agreed to focus on the privacy market side, specifically Real Asset Program. 

Mr. Michael Clayton reported he was responsible for the vendor selection and the contract 
oversight. Mr. Clayton said the SAO and TRS worked collaboratively during the RFP process. 
He said Funston Advisory Services, LLC (Funston) was selected as having the best mix of 
experience.  

Mr. Randy Miller reported the review was completed in the September through December time 
frame. He reviewed the list that Funston was requested to focus on relating to the Real Assets 
Program. He described the ratings: leading, prevailing and lagging practices. He said TRS’ Real 
Assets Program is either leading or prevailing practices and policies in all areas, no lagging 
practices, it is a very well run program overall.  

Mr. Keith Bozarth and Ms. Christy Gahr reviewed the recommendations in the governance 
category and the recommendations pertaining to risk management of the Real Assets Program.  

Mr. Chris Tehranian reviewed the recommendations regarding real asset processes. He 
concluded by restating that overall the Real Assets Program is sound and TRs utilizes many 
leading practices. He said the recommendation in the report should enhance the leading practices 
already in place.  

Mr. Grant Walker stated the department for the most part accepts Funston’s recommendations. 
He said there were other recommendations they were going to discuss with the consultants and 
the Board over the next two years and make recommendations in 2018 at the next policy review 
period.  
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17. Receive a presentation on Private Equity Fee Transparency – Amy Barrett, Eric Lang 
and Neil Randall; Lorelei Graye, Lodoran Financial; Jennifer Choi, Institutional Limited 
Partners Association; Paul Yett, Hamilton Lane; Suresh Krishnamurthy State Street. 

Ms. Amy Barrett provided an overview on how private equity fee transparency is not only an 
issue at TRS but nationally. She said the challenge is the accounting rules are not clear about 
how to present the fee information or what should be obtained and how it should be obtained. 
Ms. Barrett then introduced the panel. She then noted that there is a plan to audit the fee 
information that is being reported to TRS.  

Ms. Gray said she had accepted a project role at the South Carolina Retirement System 
Investment Commission to build a system for collecting and reporting in a public manner the 
fees. She defined fees as management fees and carried interest and fund expenses across the 
whole portfolio not just private equity. She said determined the private equity funds were going 
to be the most difficult. She said what she saw was not inappropriate or inaccurate but nearly 
every one of the quarterly net asset value (NAV) statements were different. Ms. Gray said she 
ended up developing her own template and having each of the managers complete it. She said 
even in this form she was receiving different information from the managers, some would report 
realized carry number, the performance fee while others were giving the unrealized with net 
changes to unrealized.  

In 2014, Ms. Gray said, CEM reported finding issues when examining fees and expenses over 50 
percent of the time.  She then realized her fund alone could not address this specific problem but 
if all the public pensions in the US worked together, there was a lot of power there. She said she 
worked with CEM Benchmarking in producing a white paper on this issue which resulted in calls 
from not only US pensions but Canadian, European, Mideast and Asia. From there, Ms. Gray 
said she worked with Ms. Jen Choi who was starting a working group at Institutional Limited 
Partnership Association (ILPA).  Ms. Choi reported at the around the same time the GP’s at the 
time were asking for direction and a more consistent set of requests which all culminated into 
what is called the Transparency Initiative. Mr. Eric Lang said that it was all leading up to the 
ILPA reporting template. Ms. Choi stated they are trying to do is to line up the timing of the 
reports so that LPs can use the information in their own CAFRs, in a format that easily lends 
itself to analysis and aggregation. 

Mr. Neil Randall discussed TRS involvement in the process described previously. He said TRS 
was part of the ILPA’s working group. He reported TRS was one of the first set of LPs to 
endorse the template that came out of the working group. He said we continue to work with our 
partners and make this as part of how TRS does business. Mr. Randall said TRS provided ample 
time for partners to get ready, allow them to build out systems and process to provide this type of 
reporting. 

Mr. Suresh Krishnamurthy described how State Street as TRS’ custodian sees the template 
working and provided perspective on the data received. He said the result of this will be over 
time people will compete based upon actual prowess and ability to deliver returns as opposed to 
what may be hidden in the portfolio or not.  

17 
 
 



Mr. Paul Yett stated this increased disclosure, transparency is not going away, it is going to get 
more and more prevalent. He stated TRS is ahead of the curve in the terms of the type of data 
asking for and the adoption rate. 

Mr. Randall concluded by stating as of the fourth Quarter 2016, 32 percent of TRS funds are 
already providing the ILPA template. He projects by June 2017, 80 percent of the funds will be 
providing the ILPA template. 

18. Receive a report on ISS Proxy Service Overview – Sylvia Bell; Fassil Michael, ISS. 

Ms. Sylvia Bell introduced Mr. Fassil Michael with Institutional Shareholder Services, ISS. She 
stated in his current role, Mr. Michael oversees the implementation of over 40 plus proxy voting 
policies for institutional clients.  

Mr. Michael provided an overview of the proxy voting process in general. He said ISS provides 
proxy research solutions. He said in 2016, ISS covered over 6,300 unique securities globally on 
behalf of TRS. Mr. Michael reported ISS research team is organized in three segments: market 
analysts, subject matter expertise and sector teams. He reported the overarching principle behind 
the proxy voting policy is the long-term economic interest of shareholders and plan beneficiaries. 
He described how the proxy voting guidelines are updated on an annual basis. Mr. Michael listed 
the various participants involved in the proxy voting process. In response to Dr. Brown’s 
question, Mr. Michael said a change in a guideline can be a combination of several things. A big 
source of change, he said, is regulatory developments. In response to Mr. Johnson’s question, 
Mr. Michael stated ISS offers the ability for clients to customize voting guidelines. 

Mr. Albright noted that the contract with the current service provider expires at the end of March 
and there will not be another meeting until April. He asked for permission of the Board, and 
Policy Chair Corpus, to allow the Executive Director to extend the contract for a period of time 
until the policy is finalized. Mr. Kelly and Mr. Corpus agreed to extend the contract for no longer 
than six months. 

19. Receive an overview of the Texas budgeting process and a legislative appropriations 
update – Don Green and Merita Zoga. 

Mr. Don Green reviewed the budgeting timeline for TRS and the legislative process for the 
appropriations bill to become law. He reviewed the players in the budgeting process, the 
Legislative Budget Board, Comptroller of public accounts, the Governor and the State Auditor’s 
Office. He discussed the House and Senate proposed budgets for this session.  

Ms. Merita Zoga stated on average a session has about 6,000 bills and joint resolutions.  Ms. 
Zoga reviewed the Chairs for the various House and Senate committees. There was discussion as 
to the final days of the legislative session and the life and death of a bill and possible 
resurrection.  
 

At 5:20 p.m., Mr. Kelly announced the Board would recess for the rest of the day. 
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February 24, 2017  

The Board of Trustees of the Teacher Retirement System of Texas met on February 24, 2017, in 
the boardroom located on the fifth floor of the TRS East Building offices at 1000 Red River, 
Austin, Texas. The following Board members were present: 

David Kelly, Chair  
Karen Charleston 
Joe Colonnetta 
John Elliott  
Greg Gibson 
Christopher Moss  
Dolores Ramirez 

Others present: 

Brian Guthrie, TRS    Dr. Elizabeth Teisberg, Dell Medical School at UT  
Ken Welch, TRS    John Burns, John Burns Real Estate Consulting 
Don Green, TRS     Steve Huff, Reinhart Boerner Van Deuren 
Carolina de Onís, TRS   Wendy Fowler, ICMI 
Katrina Daniel, TRS     Laura Grimes, ICMI 
Britt Harris, TRS     Dan Pawlisch, Aon Hewlitt 
Jerry Albright, TRS     Mr. Max Ates, Fort Worth ISD 
Barbie Pearson, TRS     Sabina Rahman-Carcia, Humana 
Amy Barrett, TRS     Brad Keoun, CUNY 
Katrina Daniel, TRS    Philip Mullins, Texas State Employees Union 
Janet Bray, TRS    Tom Cocam, Caremark 
Chris Cutler, TRS    Sandra Barsensas, ESI 
Howard Goldman, TRS 
Katherine Farrell, TRS    
Heather Traeger, TRS      
Melinda Nink, TRS     
  
Mr. Kelly called the meeting to order at 8:40 a.m. 
 
1. Call roll of Board members. 

Ms. Farrell called the roll. A quorum was present. Mr. Corpus was absent. 

20. Provide opportunity for public comment. 

Mr. Max Ates representing Fort Worth ISD asked TRS to allow the health claims history for Fort 
Worth ISD, to be released to Fort Worth ISD. He said Fort Worth ISD needs to prepare to offer 
new health coverage options with an effective date of September 1, 2018, in anticipation of 
Senate Bill 789 passing. Mr. Ates then described the process Fort Worth ISD will have to go 
through in order to provide health care.  
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21. Recognize the Service of Melinda Nink. 

Mr. Kelly presented Ms. Melinda Nink in recognition and sincere appreciation for her years of 
service with the following: the golden plate of service recognition from TRS; a letter of 
recognition from Governor Greg Abbott and First Lady Cecilia Abbott; a Texas Flag flown over 
the Texas House of Representatives on January 31, 2017 in honor of her dedicated service to 
TRS. Mr. Kelly also presented her with his star of service. Ms. Nink said it has been her honor 
and pleasure to be here and looks forward to the next chapter in her life. Mr. Guthrie spoke 
words of appreciation for how Ms. Nink has not only been an asset to him but four previous 
executive directors and trustees past and present.  

22. Receive an overview of the February 24, 2017 agenda – Brian Guthrie. 

Mr. Guthrie provided the overview of the day’s agenda.  

21. Recognize the service of Melinda Nink. 

Mr. Kelly requested a resolution in recognition of Ms. Nink be formally entered into the record. 

Whereas, Melinda Nink joined the Teacher Retirement System of Texas (TRS) in 
October 1984 as an administrative secretary in the service retirement area; and 
 
Whereas, in April 1985 she was transferred to the executive director’s office where 
she began a career in executive and board trustee support, responsible for 
coordinating board member travel and board meeting material collection and 
distribution, and managing the annual convention registration operation for the 
National Council on Teacher Retirement (NCTR) for many years; and 
 
Whereas, she became the assistant to the executive director and served in that 
capacity for four executive directors – Bruce Hineman, Wayne Blevins, Charles 
Dunlap and Ronnie Jung – for a total of 26 years, meeting challenging deadlines 
and successfully dealing with high-pressure and high-profile situations; and  
 
Whereas, in September 2011 she became the assistant to the TRS Board of 
Trustees, acting as liaison between TRS staff and approximately 50 trustees over 
the years, responsible for all preparations and logistics related to board meetings; 
and 
 
Whereas, during her years with TRS, in addition to her regular duties, Melinda has 
volunteered for numerous agency committees and project teams, including serving 
on the Holiday, SECC and Golden Apple Selection committees, and facilitating the 
SECC drive; and  
 
Whereas, TRS recognized Melinda with a TRS Golden Apple Award in 2009 in 
part for her demonstrated ability to excel in all assignments, remain an invaluable 
resource to the executive office and the board of trustees, and help TRS capitalize 
on its positive history; and  
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Whereas, Melinda has developed her institutional knowledge to the point of 
serving as a one-stop source for information, guidance and action, not only in her 
areas of responsibility, but also in TRS’ history, staff organization and member 
services; and  
 
Whereas, Melinda has continually been a cheerful and helpful presence at TRS; 
she is known for her professionalism, dependability, loyalty, compassion, 
competency, patience, and the highest level of integrity, and is deserving of 
recognition for a job beyond well done; and  
 
Whereas, Melinda currently has 39 years of service to the State of Texas, having 
previously worked for the Texas Department of Health and Texas Department of 
Public Safety; and  
 
Whereas, Melinda will be sorely missed as she has proven to be the glue that 
holds the TRS Executive Division together and is an invaluable resource to the 
current executive director, Brian Guthrie, and all other members of the Executive 
Council; and  
 
Now, therefore, be it resolved, that the Board of Trustees and staff of the Teacher 
Retirement System of Texas recognize the accomplishments and contributions of 
Melinda Nink at TRS during her highly successful career with the retirement 
system and express their sincere appreciation on behalf of TRS members both 
present and future, 
 
And be it further resolved, that a copy of this resolution be presented to Melinda 
Nin and entered into the record of the board for February 24, 2017. 
 

On a motion by Ms. Ramirez, seconded by Mr. Colonnetta, the Board unanimously voted to adopt 
the above resolution. 
 
23. Receive a report on health care value based purchasing – Katrina Daniel and 

Elizabeth Teisberg, Ph. D., Dell Medical School at University of Texas. 

Ms. Katrina Daniel stated the topic of controlling the cost of healthcare is not new to the Board 
but in controlling costs is not just limiting care and keeping costs down by preventing access but 
in purchasing healthcare in the most valuable way.  

Dr. Elizabeth Teisberg said she is an engineer by training, a system engineer, but through 
personal life experiences, redirected her career to health care. She said you are paying more than 
$3 billion a year on health care claims and asked three questions: are you getting your money’s 
worth? How do we move toward better health? and What are the opportunities to catalyze high 
value health care? 

Dr. Teisberg stated health care is an intermediate good like electricity. She said we do not want 
to experience it, the goal is to have better health and this is important to recognize when 
managing health care services. She reported in spite of the high spending, the incidence and 
severity of chronic disease are on the rise. She said traditionally the focus has been on lower 
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prices, battling down spending by battling down prices. She said the focus needs to be not just 
cost reduction but how do we spend our money to achieve the kind of health that drives the 
future spending down.  

Dr. Teisberg discussed how defined contribution assumes there are good enough choices 
available for care. She said for the system to change there needs to be bigger players and not 
individuals saying change is needed. She said this is in line of her third question, how to catalyze 
high value health care. She said it needs to stop being centered around the doctors and organized 
around the payers but organized around the patients. She concluded with you cannot manage 
what is not measured, if you are not looking at what the health results are for the people served 
then you will not be able to figure out how to manage that service. She said the critical question 
is did the care improve your health, not just was there access, not just what is the health 
insurance costs.  

Ms. Daniel then discussed the relevance of what Dr. Teisberg talked about to TRS health plans 
and how we administer and oversee them. 

24. Receive a presentation on Demographic Shifts in the Workforce – John Burns. 

Mr. John Burns provided a presentation on demographics from a business standpoint. He 
reviewed the status of the housing markets. He reviewed the formation of households for so 
many sectors of the economy depend on household formations. Mr. Burns then discussed 
demographics broken down by decades and how each are shaped by government policy, some 
significant change in the economy, a new technology or a societal shift. He said each though 
affect people differently depending on their stage of life.  

25. Receive a report on the International Customer Management Institute (ICMI) Call 
Center Management Assessment – Barbie Pearson, Katrina Daniel, Janet Bray and Chris 
Cutler; Wendy Fowler and Laura Grimes, ICMI. 

Ms. Barbie Pearson stated the assessment for the contact center discussed at the last February 
retreat was expanded to assess all of the areas that perform customer service within TRS. She 
said this also included the support functions that support those contact centers so quality 
assurance, training and technologies were reviewed as well.  

Ms. Janet Bray provided the Board an update as to the quality assurance and training Human 
Resources is developing and implementing for Benefit Services and Health and Insurance 
Benefit (HIB). 

Ms. Katrina Daniel described how the health benefits contact center issues have the additional 
challenge of the benefits changing much more often.  She said they have undertaken initiatives to 
push information out to members to better inform but noted this also causes many calls.  

Mr. Chris Cutler provided IT perspective. He said TEAM is their priority, he said there were 
quite a few milestones scheduled over the next two years. He said the telecom infrastructure is 
fairly old and will be addressed at the conclusion of TEAM. 
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Ms. Wendy Fowler said ICMI assessed the current state and reviewed the challenges described 
in order to develop a strategy to enhance the current system and look at what is needed for the 
future and implement best practices.  

Ms. Laura Grimes said with the growth and all of the changes in regulations with retirement and 
health benefits members are contacting TRS. She said there were some real opportunities and 
real challenges facing TRS and the common theme is adequate staffing. She then reviewed the 
five primary recommendations.  

Ms. Fowler said there is an element of workforce management in the environment today but it 
needs to have some best practices implemented to go along with it and some technology to 
support it. 

Ms. Pearson, Ms. Daniel and Ms. Bray reviewed the implementation goals based upon ICMI’s 
recommendations. Ms. Daniel noted that a temporary measure was being implemented by 
contracting with an outside vendor to assist with the overall increase in call volume and the 
anticipated increase call volume due to legislative changes. Mr. Cutler reviewed the timing for 
implementing the new technology solutions. 

Mr. Kelly announced to defer Agenda Item 26 to the next Board meeting and to take up Agenda 
Item 27 to no objections. 
 
26. Receive a report on TRS Workforce Overview – Janet Bray. 

This agenda item was not taken up. 

27. Receive a report on 403(b) – Rebecca Merrill; Dan Pawlisch, Aon Hewitt. 

Ms. Rebecca Merrill reviewed TRS’ authority regarding the 403(b) program, the Trustees are 
charged with setting the fee caps. She reported on December 12, 2016, an informal conference 
was held at TRS to take input from stakeholders. Ms. Merrill said they were right in the middle 
of identifying rule improvements and will bring the amendments back to the Policy Committee, 
including amendments to fee caps. She said for the rulemaking they are focusing on fees, 
terminology and identifying information requirements to assist members in their decision 
making.  

Mr. Dan Pawlisch reviewed the current 403(b) marketplace. He said they are going to perform a 
benchmark study in March.  A discussion was had on fees, costs, leveraging based on size, open 
and closed markets. Mr. Pawlisch noted that lowering fees would have a significant impact on a 
member account balances, a very small difference can make a meaningful impact over a 
member’s career. 

28. Consider personnel matters including the appointment, employment, evaluation, 
compensation, performance, duties, discipline, or dismissal of the Executive 
director, Chief Investment Officer, or Chief Audit Executive – David Kelly. 

This agenda item was not taken up. 
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29. Consult with the Board’s attorney(s) in Executive Session on any item listed above on 
this meeting agenda as authorized by Section 551.071 of the Texas Open Meetings Act 
(Chapter 551 of the Texas Government Code). – David Kelly. 

This agenda item was not taken up. 

At 2:05 p.m., Ms. Ramirez moved, Mr. Moss seconded, and the Board unanimously voted to 
adjourn. 

APPROVED BY THE BOARD OF TRUSTEES OF THE TEACHER RETIREMENT SYSTEM 
OF TEXAS ON THE 6th DAY OF APRIL 2017. 

ATTESTED BY: 
 
__________________________   _________________________ 
Katherine H. Farrell     Date 
Secretary to the TRS Board of Trustees 
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TEAM PROGRAM - Agenda

• Execution
• Budget Impact
• Improvements
• Accomplishments
• Near Term Goals
• Issues/Risks

Agenda
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November

TEAM PROGRAM – Execution

TEAM Transparency Report – Project Execution Scores

October

December

January

February

March
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TEAM PROGRAM – Execution

TEAM Transparency Report – Project Execution Category Scores
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TEAM PROGRAM – Budget Impact

Budget Information
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TEAM PROGRAM – Improvements

• Risk Management – Mitigation Review

• Weekly Detailed Level Requirements (DLR) Improvement Meetings

• TEAM Transparency Project Reporting

Process Improvements Made Since February Board Meeting
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TEAM PROGRAM – Improvements
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TEAM PROGRAM - Accomplishments

• Completed the 3rd Round of User Business Testing (UBT)
– Better Quality Results 

• Implemented the Feature Freeze as of February 28

• As of February 28, 2017, 1,299 Reporting Entities (REs) have 
completed their certification. 

Accomplishments Since February Board Meeting



9

Project Task
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

1 P1 - User Business Test 3
2 P1 - RE Beta Test
3 P1 - User Acceptance Test
4 P1 - Cut-over Dry Runs
5 P1 - TRUST Training
6 P1 - Execute Cut-over Plan
7 P1 - Go Live
8 P2 - DLR Sessions

Ahead of Schedule Not Started
On Schedule Completed
Behind Schedule As of Date for Report

2017

TEAM PROGRAM – Near Term Goals

Near Term Goals and Progress
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TEAM PROGRAM – Near Term Goals

• Phase 1 Reporting Entity (RE) Beta testing

• User Acceptance Testing (UAT) of TRUST Phase 1

• Phase 2 Customer Relationship Management (CRM) and Health 
Insurance Line of Business (HILOB) milestones added to the 
overall TRUST Microsoft Project Schedule

Near Term Goals and Progress
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TEAM PROGRAM – Issues/Risks

• Continuous Phase 1 contract changes will impact schedule and 
budget.

• Ongoing coordination of HPE and TRS schedules and resources 
is critical for TEAM program success.

• Quality Assurance Challenges

Issues/Risks





TEAM Program
Independent Program Assessment
Board Presentation

April 6, 2017



Objectives

Independent Program Assessment (IPA) 
Provide independent reporting and oversight to the TRS 
Board and Executive Director, or designee, regarding 
critical risks related to the TRS Enterprise Application 
Modernization (TEAM) Program to enable informed 
decision making 

Critical Risks Focus:
– Scope: requirements not adequately defined
– Quality: significant defects in code development 
– Schedule: program substantially delayed
– Cost: program substantially over budget

2



Execution Scores

3

Overall = 
BCost = BQuality = 

B+
Schedule 

= C

Overall = 
C+Cost = B-Quality  = 

B-
Schedule 

= C-

TEAM Scores: based on 
February 2017 Transparency 
Report

IPA Scores: based on 
consideration of 
Transparency Report scores 
and additional qualitative risk 
outlook



Key Discussion Matters

1. Schedule
 Competing and overlapping Phase 1 & 2 activities increasing risk outlook for 

accomplishing upcoming milestone dates and resource capacity

 Phase 1 code requirement updates continue to be identified and vetted

 Phase 1 schedule extended for various testing (shifted two weeks in July using 
schedule contingency)

 Phase 2 TRS schedule baseline and resource allocations not yet completed
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Key Discussion Matters

2. Quality
 Phase 2 requirements sessions are much improved from Phase 1

 Significant progress made on data conditioning and reconciling member account 
balances

 Risk outlook increasing for accomplishment of thorough testing before Phase 1 
go-live Oct 2, 2017

 Defect discovery rate and resolutions for Phase 1 changes continue with 
significant level of effort and are being monitored closely 
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Key Discussion Matters

3. Cost
 Possible added costs and usage of budget contingency primarily related 

to additional requirement update changes determined to be “must 
haves”

 Possible added costs related to resource needs and potential further 
extension of the schedule or schedule contingency usage

6



Activities Completed – Current Period
1. Attended Enterprise Project Oversight Committee (EPOC), Line of Business (LOB), 

Reporting Entity Outreach (REO), Health Insurance Line of Business (HILOB),  
Quality Assurance Project (QAP) and Customer Relationship Management (CRM) 
and Workflow project status meetings; observed Phase 2 detail level requirements 
(DLR) elicitation sessions.

2. Provided feedback on project schedules, common metrics measurements, and 
transparency reporting.

3. Reviewed and evaluated current HP and TRS project schedules and progress 
against schedule.

4. Reviewed and analyzed TEAM program logs such as: action, decision, issues, risks 
and RUL (Requirements Update Log). 

5. Reviewed and analyzed LOB defects logged in Application Lifecycle Management 
(ALM) and related status and defect tracking reports.
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Activities for Next Period

1. Attend and observe weekly Enterprise Project Oversight Committee 
(EPOC) meetings and other relevant project meetings.

2. Continue to analyze vendor deliverable acceptance documentation and 
vendor invoice payment approvals. Verify that completed deliverables are 
accepted and that vendor invoices aligned with contractual agreement. 

3. Continue to review and provide feedback on project schedules, common 
metrics measurements, and transparency reporting.

4. Continue to review and analyze the various TEAM related logs for tracking 
and management.

5. Review revised TEAM risk log, updated risk mitigations and continue to 
monitor TRS risk mitigation activities.

6. Continue to observe Phase 2 detail level requirements (DLR) elicitation 
sessions.

8



IPA Financial Summary Status
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Through February 28, 2017
Total Hours Incurred 5,792

Total Calculated Cost Incurred $1,024,150
Total Billings $1,024,480
Variance ($330)





PRESENTATION  TITLE   >>>   NAME   FEB-09-15
Executive Director’s Report, Brian Guthrie 
April 6, 2017 

1



• General Updates
• Mid-Year Valuation
• Legislative Updates
• Updates on Goals
• Upcoming Agendas
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General Updates
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General Updates

• Update on NCTR Executive Committee Meeting, March 16-18, 2017

• April 18-19th – Pension Bridge Annual Conference, San Francisco, CA 

• April 19th – TRS Public SPN Summit, Austin, TX 

• April 20th – TRS Private SPN Summit, Austin, TX

• April 27-28th – NASRA Executive Committee Meeting, La Jolla, CA

• May 8-11th – CEM Pension Administration Benchmarking, Chicago, IL

• May 17-18th – Aon Hewitt, Explore the Possibilities, Chicago, IL

• July 23-26th – NCTR 17th Annual Trustee Workshop, Boston, MA

4



Mid-Year Actuarial Valuation
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Mid-Year Actuarial Valuation
TRS Trust Fund Valuation 8/31/16 2/28/17 Change 

8/31/16–2/28/17

Unfunded Actuarial 
Accrued Liability

$35.5 billion $36.6 billion +1.1 billion

Funded Ratio 79.7% 79.5% -0.2%

Funding Period (years) 33.6 34.3 +0.7 years

State Contribution Rate 6.8% 6.8% 0.00%

Member Contribution Rate 7.2% 7.7% 0.00%

Non-Social Security 
Covered Employer 
Contribution Rate

1.5% 1.5% 0.00%

Are contributions sufficient 
to fund future liabilities?

No No* N/A

*Calculated based on 6.8% state contribution rate, 1.50% Local contribution rate, and &.70% member rate
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Projection of UAAL (Based on Smoothed Assets)

The above assumes all assumptions exactly met, including 8% annual investment returns.
Assumes no change to benefit policy and current statutory contribution policy remains in effect throughout period.
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Legislative Updates
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Goals Update
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Goals Update
Performance 

Category
Strategic Plan

Executive Director 
Goal

Key Performance Indicator Status

Operational 
Excellence

G2.O1: Implement modern 
pension and benefit information 
systems that allow TRS staff to 
serve our members and deliver 
accurate benefits effectively and 
timely by August 2018.

Continue to improve 
benefit delivery.

Deploy the line of business for TEAM Phase 
1A.

In progress - On Schedule for Go Live Oct 2, 2017.

Work with reporting entities and state-wide 
stakeholders on TEAM Phase 1B 
implementation.

Complete - Progress on Reporting Entity Certification exceeded 
goals. Close to 99% of reporting entities have certified to use the new 
system.

Validate commitments and define high-level 
requirements and use cases for TEAM Phase 
2.

Complete - Validation of Phase 2 commitments and planning and 
preparation for Phase 2 requirements gathering were completed on 
schedule.

Continue quarterly executive review sessions 
with TRS Executive Project Oversight 
Committee team to review project status, 
address issues and concerns quickly.

In progress - New governance was established (Enterprise Project 
Oversights Committee) which meets weekly and receives an update on 
each project status, issues, risks, and concerns. This single weekly 
meeting consolidated a collection of disparate meetings into a single 
weekly briefing involving all of the key stakeholders.

G2.O2: Continuously improve 
quality of work and customer 
service levels for our participants.

Implement records 
management 
improvement

Progress through the fiscal year 2017 
identified steps of the records management.

In progress - Revised Records Management policy issued Dec. 2016.  
Vendor contract signed Nov 2016.  Initial assessment phase complete. 
The vendor will help develop centralized repositories, standard 
processes, and maximizing the use of technology to automate 
management of electronic records. Project completion is FY18. 

G2.O3.S1:  Provide (TRS) mission-
centric and broader 
communication to stakeholders.

Maintain and increase the 
TRS national profile.

Serve on NCTR and NASRA Executive 
Committees.

In progress - Currently serving as a NASRA Regional Vice President and 
a member of the NCTR Executive Committee.

G5.01: Promote purchasing 
practices that foster meaningful 
and substantive inclusion of 
historically underutilized 
businesses.

Develop and implement a 
plan for increasing the use 
of HUBs through 
purchasing contracts and 
subcontracts.

Follow CPA guidelines on soliciting HUBs. In progress – TRS continues to incorporate CPA guidelines on HUBs.
Solicit HUBs from existing statewide contracts 
when possible.

In progress - Made awards to 15 HUB vendors from July 2016 to 
present.

Conduct annual HUB forum. Planned - Scheduled for April 12.
Enhance purchasing and 
contract management 
processes

Implement revised contracting guidelines 
through updated procedures.

Complete - The CAP was implemented January 2016.
In progress - contract administration procedures are to be 
implemented in Summer 2017.
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Goals Update
Performance 

Category
Strategic Plan

Executive 
Director Goal

Key Performance Indicator Status

TRS Leadership G4.O2: Develop an 
effective 
recruitment/retent
ion strategy and a 
competitive total 
rewards package.

Continue to 
develop effective 
recruitment/reten
tion strategy.

Continue to execute the workforce plan. Complete - Completed workforce plan as part of the FY 2017-2021 Strategic Plan.
Continue to work on needs identified in the plan.

Review and adjust as necessary the agency wide schedule for 
performance evaluations or 360 assessments.

Complete - Moved agency to common end date of October.
Performance Management policy revised.

Continue to be an employer of choice. In progress - Selected as Top Workplace in Austin for 2016 – fifth year in a row.

Take the next step in talent management and develop bench 
strength for all key positions as part of a long-term succession 
plan.

In progress - Identified critical positions and high-potential employees.
Preparing survey for employees serving in a Supervisor, Manager or Director-
level position. Drafting succession plan model.

Improve mentorship and coaching skills and work with 
Executive Council members to create their own individual 
development plans.

In progress - Providing executive coaching for EC members. Surveying EC 
members to determine resource preferences for professional development.

G4. O1: Develop 
and maintain a 
desirable work 
environment.

Promote a strong 
workplace culture.

Research and identify a unique Executive Council team building 
opportunity and reexamine with Executive Council its 
reporting lines and structure.

Planned - EC Retreat set for June 8-9, 2017. Agenda includes strategic thinking, 
departmental reporting, and team building.

Identify additional opportunities to increase visibility and 
interact with all TRS staff such as more “huddles”, “all hands on 
deck” meetings, or participation in departmental team 
building.

Complete - HR coordinated 17 huddles in 2016 with ED and Deputy Director.
Planned - “All Hands” meeting scheduled for June 30, 2017.

Update the strategic plan and continue to track 
accomplishments and integrate resource and strategic 
planning.

In progress – For the 2017-2021 Strategic Plan, 50% of the non-TEAM “initiative” 
tactics have been completed and 16% of the TEAM “initiative” tactics have been 
completed.

Provide a physical 
work environment 
that enhances 
productivity.

Continue to update TRS facilities as needed to ensure effective 
space utilization.

In progress - Architects engaged for the East Building floors 1, 2, and 3.  50 
additional work stations are anticipated. Construction documents and pricing are 
targeted for summer completion. West Building 2nd floor is being renovated. 
The Client Services area has been completed with eight additional work stations. 
Design work has been completed and construction documents are 95% complete 
for the Enterprise Architecture and Delivery & Quality Management area.
Anticipate 13 additional work stations. Construction documents and pricing 
targeted for spring and construction should start this summer.
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Goals Update
Performance 

Category
Strategic Plan

Executive 
Director Goal

Key Performance Indicator Status

Investment
Management 

G.1.O1: To 
manage to an 
actuarially sound 
retirement system 
that maintains an 
amortization 
period of less than 
31 years.

Continue trust 
fund earnings 
growth. 

Outperform TRS benchmarks net of fees. In progress - Six month return through December 2016: 4.0 % & Alpha on that 6 month 
period: 95bps. TRS’ alpha goal for an entire year is 100bps.

Maintain the trust asset allocation in accordance 
with investment policy. 

In progress - Trust asset allocation in compliance with policy requirements with year-end 
positioning slightly underweight Global Equity and overweight Stable Value.

Continue work toward becoming the preferred 
destination for large and attractive long-term 
investments. 

In progress - Continuing success of the TRICOT office, including increasing deal flow & 
building on our solid reputation with over 50 London-based Premier List mgrs.

Continue to build out compliance activities. In progress - Executed initial compliance roadmap to enhance profile, integration, 
robustness and effectiveness of TRS Compliance program. Completed and ongoing 
measures include: enhanced scope, frequency and automation of compliance testing for 
Investment Compliance and ethics-related compliance; coordinated with Divisions and 
Departments to enhance training opportunities and materials and to participate in new
employee onboarding process; established routine meetings with senior personnel to 
facilitate compliance discussions; developed procedures to address multitude of 
compliance processes; integrated compliance-related issues into existing processes and 
documentation.

Maintain an 
effective working 
relationship with 
legislative 
stakeholders on 
trust issues.

Engage legislature on issues such as investment 
authority, actuarial valuation and plan design. 

In progress – Continue to meet with legislative offices to discuss investment matters and 
pension plan design.

Throughout the state budget process emphasize the 
importance of maintaining new state and member 
contribution rates and appropriate funding levels. 

In progress - Presented before Senate Finance, State Affairs, House Appropriations and 
Pensions Committees at public hearings. Currently 6.8% state contribution is in both SB 
1 and HB 1.

Position the agency for the sunset review process 
taking place in the 2018-2019 review cycle (86th

Legislature).

In progress - Preparation of Self-Evaluation Report (SER) is underway.  Major Policy 
Issues will be discussed with Board in June 2017.  Draft SER is planned for July 2017. Due 
date for SER is September 1, 2017.

Review best industry practices relating to pension 
funding goals, long-term sustainability, and 
measuring financial health.

Complete - Funding policy best practices were presented at the February 2017 Board 
meeting.  
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Goals Update
Performance 

Category
Strategic Plan Executive Director Goal Key Performance Indicator Status

Benefit Services G2.O2: Continuously improve 
quality of work and customer 
service levels for our 
participants.

Improve web site accessibility. Complete the redesign of the TRS web site using 
mobile-friendly responsive design.

Complete – The new web site went live September 2016.

Provide (TRS) mission-centric and 
broader communication to 
stakeholders.

Update the agency wide communications plan. Complete – Communications has met with each EC member to 
review and roll out the plan. Communications presented the 
plan at the February 2017 Board meeting.  

Complete the financial awareness video series 
(FAVS).

In progress – FAVS will be completed and the last video rolled 
out by May 2017.

Develop health care informational videos 
supporting increased health care literacy and 
consumer awareness.

In progress – Partnered with Aetna to create a Medicare 101 
video, which has been shared with TRTA and is on the web 
site.  More videos are planned on health care literacy.

G2.O3.S2:  Continue to 
improve inquiry 
responsiveness to help 
participants make better 
financial, retirement and 
healthcare decisions.

Build and maintain strong, customer-
focused relationships. 

Expand training and quality assurance programs. Completed - Expanded training offering to include soft skills.
Created additional on-line training offerings. Refreshed 
resource materials for QA and training. Cross-trained HIB and 
Benefit Counseling staff. Launched a webpage with QA 
resources for HIB and Benefit Services. Created interactive 
training on QA.

Health Care G3: Facilitate access to 
competitive, reliable health 
care benefits.

Manage the expenses and revenues of 
TRS-Care and TRS-ActiveCare.

Monitor adequacy of provider networks. In progress – TRS has seen significant legislative activity on 
TRS-Care and TRS-ActiveCare. Two major pieces of legislation 
have been filed related to TRS-Care and ActiveCare, and 
funding for TRS-Care has been a significant discussion and 
priority for both chambers. In addition, we continue to 
monitor the potential impact of legislation at the federal level 
on health care. Beyond preparing for implementation of the 
considerable changes to TRS-Care, and potentially to 
ActiveCare, that we anticipate as a result of legislation, we 
continue to ensure efficient operations of the plans, including 
enrollment and network adequacy.

Monitor TRS-ActiveCare enrollment.

Monitor implementation of Affordable Care Act.

Research and communicate the merits
of long-term sustainability solutions 
for TRS-Care and affordability for TRS-
ActiveCare.

Research and communicate the merits of long-
term sustainability solutions for TRS-Care and 
affordability for TRS-ActiveCare
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Upcoming Agendas
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Upcoming Board Agendas
June 1-2, 2017 (2 Day Quarterly)
Major Items Include:
• Report on Q1 Earnings
• TEAM Update
• FY 2018 ED Goals for the Executive Incentive Pay Plan
• Legislative Update
• Select Health Care Consultant for TRS-Care and ActiveCare

Committee Meetings:
Audit Committee Investment Management Committee
TRS Contractor On/Off Boarding Report Private Equity Review
Compliance Report Real Assets Review
Internal Audit Report Energy and Natural Resources Portfolio

Private SPN Update
Budget Committee 
FY 2017 Operating Budget (Discuss only – adopt in July) Risk Management Committee

Enterprise Risk Management Update

Policy Committee
Proposed Rules for 403(b)
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Upcoming Board Agendas

July 13, 2017
Major Items Include:
Adopt TRS FY 2018 Operating Budget
Executive Evaluations
Review of the Performance Incentive Pay Plan
TEAM Update
Select Pension Actuarial Consultant 
Select Fiduciary Counsel

Committee Meetings:

Audit Committee Budget Committee
Evaluate the Chief Audit Executive Recommend adoption of FY 2018 Operating Budget
Compliance Report
Internal Audit Report
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PRESENTATION  TITLE   >>>   NAME   >>> DATE TRS Workforce Overview

Janet Bray

Chief Human Resources Officer

April 6, 2017



TRS Employee Profile

2

White (60%)

Hispanic (22%)

Black (11%)

Asian/American Indian (6%)

Average Age Average TRS Tenure FY 2016 Turnover Rate

EthnicityGender Average State Tenure Employees Eligible to Retire*

*Note: Based on rule of 80

56% Female
44% Male

12.09 Years 15.7%

10.7%7.9 Years45.7 Years
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14

107

198

150 157

29

1940's 1950's 1960's 1970's 1980's 1990's

Average Age 70.4 61.0 51.7 42.0 32.6 25.3 

TRS Tenure 9.3 10.7 11.4 6.9 3.4 1.7 

Average Years to Retirement** (6.8) (0.8) 6.0 14.3 21.7 26.2 

Notes: 
* Terminology for decade born based on John Burns’ book – Big Shifts Ahead
**Retirement eligibility based upon rule of 80

Workforce: By Decade Born*

Achievers Innovators Equalers Balancers Sharers Connectors



Division Benefit Services
Investment 

Management
Information 
Technology

Executive 
Division

Finance
Health and 
Insurance 
Benefits

% of 
Workforce

28.5% 22.6% 15.9% 14.6% 12.6% 5.9%

Departments • Benefit Counseling
• Benefit Payments
• Benefit Processing
• Benefit Reporting

• Global Equity
• Stable Value
• Real Return
• Risk Management
• Investment 

Operations

• Enterprise 
Infrastructure 
Services

• Client Services
• Information Systems 

Support and 
Development

• Information Systems 
Architecture

• Information Security

• Communications
• Government 

Relations
• Legal Services
• Internal Audit
• Human Resources
• Strategic 

Initiatives

• Budget
• Financial 

Reporting
• General 

Accounting
• Staff Services
• Records 

Management

• HIB Finance
• HIB Operations

Distribution of Positions by Division

4

183

145

102 94
81

38



TRS Positions

5

Pension Funded 
(533)

Interns
(8)

TEAM Funded
(70)

Health Care
(69)

680 
Positions

• Positions are paid by pension, TEAM 
or Health Care funds

• Positions may be filled or unfilled 
(waiting to post and hire)

• Contractors, consultants and other 
vendors are used to supplement 
staff depending upon project and 
business needs



Current Vacancies

6

Benefit Services, 15

Executive Support, 1

Finance, 8

IMD, 4
IT, 2

Legal Services, 4

Communications, 1

Human Resources, 2

Internal Audit, 1

Project Management 
Office, 2

Note: Vacancies include all known retirements and upcoming separations

41 Vacant 
Positions



Turnover Analysis

7

17.5% 18.0%

21.4%

9.6% 9.7%
11.2%

FY 2014 FY 2015 FY 2016

Turnover Rate

State TRS

Division Turnover 
Rates

FY 2014 FY 2015 FY 2016

Finance 14.1% 10.4% 18.2%

Executive Division* 13.2% 4.6% 9.5%

Health Insurance and 
Benefits

9.4% 13.7% 15.8%

Investment 
Management Division

8.0% 8.0% 7.9%

Benefit Services 7.0% 12.4% 10.9%

Information Technology 2.1% 10.9% 7.5%

TRS Total 9.6% 9.7% 11.2%

*Note: Executive Division includes Legal Services, Internal Audit, Communications, Government Relations, HR and Organizational Excellence, Project 
Management Office and Strategic Initiatives 



Retirement Eligibility Projections
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Department

Retirement Eligibility Projections*
Percent of TRS Employees Eligible to Retire as of:

January 2017 January 2019 January 2022

Eligible 
Employees

Percent
Eligible

Eligible 
Employees

Percent
Eligible

Eligible 
Employees

Percent
Eligible

Executive Division** 27 27.8% 34 35.1% 40 41.2%

Investment Management 6 4.2% 8 5.6% 14 9.9%

Benefit Services 25 13.1% 38 19.9% 53 27.7%

Finance 18 20.9% 28 32.6% 38 44.2%

Information Technology 23 22.8% 34 33.7% 44 43.6%

Health and Insurance Benefits 4 10.5% 5 13.2% 5 13.2%

Total 103 15.73% 147 22.4% 194 29.6%

Executive Council Members 4 30.8% 6 46.2% 7 53.8%

Notes: 
*Estimates are based on the rule of 80 using active employees as of 12/31/2016 and includes return-to-work retirees.  
**Executive Division includes Legal Services, Internal Audit, Communications, Government Relations, HR and Organizational Excellence, Project 
Management Office and Strategic Initiatives 



Succession Planning Process 

Identify critical 
positions and 

high potentials

Assess high 
potentials, 

identify skill gaps 
and gauge 
readiness

Create 
development 
plans for high 

potentials

Launch 
development 
activities and 
resources for 

high potentials

Monitor, 
evaluate and 

report on 
progress of high 

potentials

Fill critical 
positions with 
high potentials 
as appropriate

Collect feedback 
on process from 
high potentials 

and 
management

Knowledge Transfer for Critical Positions (ongoing)
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Succession Planning Update

Succession Planning

Succession planning is the process of identifying high-potential employees, evaluating and honing their skills and abilities, and 
preparing them for advancement into critical positions which are key to the success of business operations and objectives.

A position that if left vacant for an extended 
period of time could create a significant level of 

risk and/or hardship for the organization.

TRS Projections

Critical Positions 

(32)

High Potentials 

(28)

An employee identified as having the potential, 
ability and aspiration for successive leadership 

positions within the organization.

10



• Compile primary job duties for each critical 
position

• Partner with division management to determine 
job-related core competencies for critical 
positions

• Survey TRS leadership team (supervisors and 
above) on individual leadership skills, experiences 
and goals at TRS

11

Succession Planning  



• Compare survey results and critical positions 
to identify additional high potentials

• Use survey results to partner with division 
management to provide assistance in creating 
development plans designed to minimize skill 
gaps

12

Succession Planning  



Leadership Development Program Results

• Program began in 2012 and is held 
every other year

• 3 classes have been completed

• 2012 – 19 participants

• 2014 – 9 participants

• 2016 – 9 participants

• Since the program began, 17 
participants have been promoted and 
moved into higher-level positions

13



Full-Time Equivalent Employees (FTEs)

14

• An FTE is a ratio used to represent the 
equivalent of a 40 hour/week employee

• For the purposes of reporting data, only 
FTEs from the trust fund count against our 
legislative cap of 503.3

• With Board approval, agencies have the 
authority to exceed the FTE cap by 10% 
(max of 50 FTEs)

• TRS anticipates the need to exceed that cap 
in FY 2018, but we will still remain within 
our approved budget

FTE Calculation Example

Formula:

Example – FY 2017, Q1:



FTE History by Quarter
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488.7 489.9 486.1 496.8 492.5 501.0 497.6 502.7 500.9 

503.3 503.3 503.3 503.3 503.3 503.3 503.3 503.3 503.3

FY 2015 Q1 FY 2015 Q2 FY 2015 Q3 FY 2015 Q4 FY 2016 Q1 FY 2016 Q2 FY 2016 Q3 FY 2016 Q4 FY 2017 Q1

FTEs Subect to Cap FTE Cap



FTE Historical Trend
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FY 2000 FY 2005 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016

Health Care Funds 15.9 30.7 50.6 51.2 48.9 54.2 57.4 59.5 61.0

TEAM - - - - 5.1 11.6 44.0 57.0 67.5

Trust Fund 377.2 419.9 445.5 466.2 459.6 467.3 485.7 495.1 501.7

FTE Cap 475.3 475.3 487.3 490.3 503.3 503.3 503.3



Membership and FTE Growth
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Comparison of Membership to FTE Level

FTE Count Membership

Excluding TEAM and IMD, the FTE count has 
risen only 8.9%.

55% growth

1,503,940

31% growth

501.7

968,249

377.2



Contact Center Peer Comparisons
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According to data from CEM (benefit services peer study), compared to our peers, 
TRS effectively maximizes workforce resources*



Legislative Request for Additional Positions
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An increase in the 4.9% range would be appropriate based on workload demand. That would be 25 additional FTEs through 
FY2019.

Divisions with 
Requests

Requested 
FTEs

Current
FTEs

Description

Benefit Services 10 153.3
• Call wait time metric is 80% of calls answered within 3 minutes; we are currently at 61%;
• Workload analysis showed a demand for 10 additional FTEs to meet performance metrics and to 

handle additional phone calls

IT Division 7 70

• The transition to a post TEAM environment will require TRS to support 400+ new servers and 30+ 
new applications

• Currently 120 contractors are on site working on the implementation
• IT management recommends 19 additional FTEs to provide continued support of the additional 

infrastructure

Investment
Management

2 142
• Investment operations analyst and IT analyst to support deal flow activity and to more effectively 

manage investment operations

Agency 
Administration and 
Support

6 68.5

• Additional audit staff will expand TRS’s ability to verify reported employer data as required by revised 
audit standards

• Additional communications support is needed to enhance the end user capabilities of the redesigned 
TRS website

• Additional legal support is needed to properly vet complicated investment opportunities to ensure 
compliance and suitability

• Training staff to support contact center operations
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Review of the Executive Director 
Performance Incentive Pay Plan

Janet Bray, Chief Human Resources Officer
Christine Bailey, Manager – Talent Acquisition and Compensation

April 6, 2017



• Designed to reward for performance related to:

• Leadership Effectiveness

• Member Satisfaction

• Operational Effectiveness

• Employee Engagement

• Plan is quantitatively based and relies on third-party 
performance data

• Maximum award opportunity of 25%

• Any incentive earned is paid out over a two-year 
period (50% each year)

• Current plan runs from July 1, 2016 to June 30, 2017

Plan Overview

2



To ensure the incentive plan for the 
Executive Director remains current, TRS:

• Reviews elements to ensure measures 
and targets are consistent with goals

• Works with 3rd party sources to adjust or 
modify measures as appropriate

• Ensure targets align with goals in the 
Strategic Plan

3

Plan Update



Linkage to Strategic Plan

Strategic Plan Goal Initiatives Current Incentive Compensation Measure

Sustain a 
financially sound 
pension trust fund

• Maintain a world-class investment management 
program

• Develop and maintain positive and proactive 
legislative relationships

• Communicate effectively with stakeholders

• 360 leadership assessment
• Legislative goals

Continuously 
improve our 
benefit delivery

• Successfully implement TEAM program
• Maintain high customer service levels
• Effectively communicate with members

• CEM service levels versus peers
• Satisfaction with TRS member services
• Satisfaction with TRS Care and TRS ActiveCare
• Expected earned value versus actual earned value (TEAM)
• Cost per member versus CEM benchmark (four-year 

average)
• Productivity versus CEM benchmark

Facilitate access to 
competitive,
reliable health 
care benefits for 
our members

• Manage TRS-Care and TRS-ActiveCare expenses
• Develop a health care literacy communication plan

Attract, retain and 
develop highly 
competent staff

• Provide a safe and productive work environment
• Recruit and retain highly competent staff

• Austin Top Workplace
• UT Survey of Employee Engagement
• Voluntary turnover rate compared to the state



Current Measures

• 360 Leadership Score Improvement

• Expected earned value versus actual earned value 
(TEAM)

• Legislative goals

Proposed Changes

• Add scored questions to 360 leadership review 
conducted by Focus Consulting to address 
legislative goals

• Explore options to include additional measures 
related to TEAM HiLOB implementation

• Create separate category for investment 
management oversight

5

Leadership Effectiveness

Opportunities for Plan Improvements

• Legislative goals are not currently scored

• No tie to oversight of investment management



Current Measures

• CEM service levels versus peers

• Satisfaction with TRS member services

• Satisfaction with TRS Care and TRS ActiveCare

Proposed Changes

• Partner with CEM to evaluate benchmark targets 
to ensure measures are realistic and attainable

• Replace member satisfaction survey with results 
from CRM Delighted Callers survey

• Explore options to create a metric that evaluates 
health care literacy

• Consider adding survey scores from CEM 
Engagement Consortium related to overall 
organizational satisfaction (new survey)

6

Member Satisfaction

Opportunities for Plan Improvements

• Current member satisfaction survey (n=1,300) may 
not provide sufficient data related to customer 
experience

• Linkage to peer or 3rd party comparator groups 
could be strengthened



Current Measures

• Cost per member versus CEM benchmark (four-
year average)

• Productivity versus CEM benchmark

Proposed Changes

• Partner with CEM to evaluate benchmark targets 
to ensure measures are realistic and attainable

• Explore options to create measures related to 
managing expenses for TRS Care and TRS 
ActiveCare

7

Operational Effectiveness

Opportunities for Plan Improvements

• Currently no measures related to health care cost 
containment



Current Measures

• Austin Top Workplace (Workplace Dynamics)

• UT Survey of Employee Engagement

• Voluntary turnover rate compared to the state

Proposed Changes

• Partner with Workplace Dynamics to evaluate 
benchmark targets to ensure measures are 
realistic and attainable

• Replace overall score from UT Survey of Employee 
Engagement with overall engagement construct 
score to more accurately measure employee 
engagement

• Update state turnover measures and targets to 
align with data

8

Employee Engagement

Opportunities for Plan Improvements

• Some measures and targets may not be consistent 
with actual results

• Linkage to peer or 3rd party comparator groups 
could be strengthened



Proposed Plan: 2017-2018

9

Performance Category and Source Weight

Member Satisfaction
• Benefit Administration Benchmarking Survey (CEM)
• Customer Satisfaction Survey (CRM – Delighted Callers)
• CEM Engagement Consortium Survey
• Health Care Literacy measure (tentative)

25%

Leadership Effectiveness
• 360 Performance Evaluation Scores (Focus Consulting)
• TEAM - Earned Value versus Actual Cost (Provaliant)
• Legislative goals
• TEAM Scorecard (tentative)

25%

Operational Effectiveness 
• Cost per member versus CEM benchmark
• Productivity versus CEM benchmark (excluding major projects)
• Revenue/expenditure management of TRS Care and TRS ActiveCare (tentative)

25%

Employee Engagement
• Top Workplaces (Workplace Dynamics)
• Survey of Employee Engagement (UT Austin)
• Voluntary turnover versus State average (State Auditor’s Office)

25%

Overall Incentive Score 100%



Recommendation

• Develop a separate bonus calculation to address 
ED’s oversight of the Investment Management 
Division

• Tied directly to Goal #1 - Sustain a financially 
sound pension trust fund

• Any incentive earned is paid out over a two-year 
period (50% each year)

• Calculations are based on investment 
performance data which is:

• Calculated by State Street

• Reviewed by Investment Accounting

• Verified by Internal Audit

Calculation Notes

• ED Investment bonus is tied to total fund alpha with 1/3 
using one-year return and 2/3 using three-year return

• One-year and three-year alpha target = 100 bps (basis 
points)

• Maximum Award Opportunity (MAO) for investment 
Related incentive is 25% of annual salary

• Incentive award = annual salary x percentage of target 
alpha achieved (PTAA) x 25% MAO

• Example:

• Total fund alpha (weighted) for plan year is 70 bps = 70% 
PTAA

• Annual salary ($325,000) x PTAA (0.70) x MAO (.25) = $56,875

• Total Award would be $56,875, which is 17.5% of ED salary

• ED would be eligible for 50% paid in first year, 50% paid in 
following year

10

Proposed Measure: Investment Management Oversight



• April – May

– Refine measures

– Finalize scoring matrix

– Update plan documents

• June

– Present plan changes to Board

– Board reviews and approves 2017-2018 Plan

• July

– ED performance evaluation

– Plan year 2017-2018 begins

• September

– Incentive payment processed for 2016-2017 
Plan

Incentive Plan Timeline

11
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Update on Cybersecurity
Chris Cutler – Chief Information Officer
Frank Williams – Information Security Officer
April 2017



RECENT HEADLINE EVENTS

Black market healthcare 
Stolen health data sells on the black 
market for more than 10 to 20 times 
the price of stolen credit card data....

Eight years of evidence lost...
Ransomware - An email phishing scam 
imitating internal email lead to the loss 
of Cockrell Hill, TX police evidence ...

752 Percent Increase in Ransomware
Open source ransomware and ransomware as a 
service (RaaS) will continue to make it easier for 
cybercriminals to run ransomware operations... 

UFCW Local 655 hacked

Ransomware – Joint Pension Plan for thousands of 
current and former St. Louis area grocery store 
workers personal data at risk...

-Homeland Security

- Trend Micro

- Bloomberg BNA

-WFAA Dallas news

2



WHAT CAN BE DONE WITH STOLEN DATA?

• Irreplaceable PII, such as Social Security numbers and dates of 
birth, can be used to create fake identities.

• PII such as Social Security numbers and Medicare insurance ID 
are used to obtain medical insurance.

• Stolen medical records and personal data like birthdates can 
be used to create birth certificates. 

• A combination of Social Security numbers and addresses can 
help cybercriminals file fraudulent tax returns.

3



DARK WEB EXAMPLES

Figure above shows a hacker selling “full records” of 
U.S. citizens, features specific medical data and 
preferred health insurance.

Selling price $0.99
Discount if bulk purchase.

Figure below shows a hacker selling comprehensive 
medical profile including patient’s name, social security 
number, address, date of birth, health insurance ID. 

Selling price $5.00

4



DARK WEB EXAMPLES

Figure below shows how a medical record and 
birthdate information can be used to obtain a copy of a 
real birth certificate.

Selling price $500.00

Figure above shows “farmed identity” which includes social 
security number, date of birth, education record, health 
insurance, car insurance and passport.

Selling price $1,000.00

5



CYBER INSURANCE?

Cyber Insurance – Designed to help mitigate risk exposure by offsetting 
costs involved with recovery after a cyber-related security breach.

• Liability

• Regulatory defense and penalties

• Business/network interruption

• Forensic experts

• Cyber extortion

• Breach notification

• Credit monitoring

6



SECURITY THROUGH LAYERS

Internet
Web 

Firewall
Security Operations

Center

10010101 10010101

Enterprise
Firewall

Enterprise 
Intrusion

Prevention

10010101

10010101
AntivirusUpdatesFirewall

Complex Network

10010101

7



HUMANS ERROR

Humans are Vulnerable

8



WHAT IS PHISHING?

Phishing - The attempt to obtain sensitive information such as usernames,
passwords, and credit card details, often for malicious reasons, by disguising
as a trustworthy entity in an electronic communication

Spear Phishing - Phishing attempts directed at specific individuals or companies. 
Personal information about the target is used to increase the probability of 
success. This technique is, by far, the most successful on the internet today, 
accounting for 91% of attacks.

Whaling - Attacks have been directed specifically at senior executives and other 
high-profile targets within businesses. A whaling attack email is often written as a 
legal subpoena, customer complaint, or executive issue.

9



TRS PHISHING AWARENESS CAMPAIGN

• 10-week engagement
• 2 baselines & 8 scenarios

• Varying levels of difficulty

• 620+ Full Time Employees

• Trophy for least “phished” team

10



EXAMPLE TESTING EMAIL

Initial Baseline: “TRS Beneficiary Change Confirmation”

11



INSTANT FEEDBACK PROVIDED

12



INSTANT TRAINING PROVIDED

13



POSITIVE PHISHING CAMPAIGN RESULTS

49.52%
(308)

9.16%
(57)

41.32%
(257)

July 2016

6.15%
(37)

14.29%
(86)

79.57%
(479)

October 2016
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WHAT IS RANSOMWARE?

Ransomware - A type of malware that prevents or limits users from accessing 
their system, either by locking the system's screen or by locking the users' files 
unless a ransom is paid.

Ransom prices vary depending on the ransomware variant and the price or 
exchange rates of digital currencies, commonly Bitcoin.

It should be noted, however, that paying the ransom does not guarantee that 
users will get the decryption key or unlock tool required to regain access.

15



RANSOMWARE TABLETOP EXERCISE

• Collaborative training hosted by TRS
Information Security & Risk Management

• Real world scenario of ransomware attack

• Tabletop leads into actual Disaster Recovery 
validation test.

• Lessons learned

16



NEW INNOVATION BEING INTRODUCED

• Enhancements to TRS phishing campaign with “Securing 
the Human” computer based training.

• Shortening time for awareness of problems with 
improved log monitoring.

• Additional scenario planning to improve response time.

• Formation of Information Security Advisory Team.
17



HOW MAY HACKERS ARE THERE?

18



HOW MANY OF US IN THIS ROOM HAVE BEEN HACKED?

“Hackers have exposed the 
personal information of 110 million 
Americans -- roughly half of the 
nation's adults -- in the last 12 
months alone.”

“...fraudsters successfully hit a 
record 15.4 million Americans —
up 16 percent from 2015, 
according to the new 2017 
Identity Fraud Study...”

“Over the past year (2016), 4,149 
data breaches compromised more 
than 4.2 billion records, shattering 
the previous all-time high of about 1 
billion exposed records in 2013.” 

“How can you protect yourself in 
the future? It’s pretty simple: You 
can’t.”

19

https://www.nytimes.com/interactive/2015/07/29/technology/personaltech/what-parts-of-your-information-have-been-exposed-to-hackers-quiz.html?_r=1
https://www.nytimes.com/interactive/2015/07/29/technology/personaltech/what-parts-of-your-information-have-been-exposed-to-hackers-quiz.html?_r=1


Teacher Retirement System of Texas
1000 Red River Street

Austin, Texas 78701-2698

www.trs.texas.gov

20





Aon Hewitt
Retirement and Investment

Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company.

Teacher Retirement System of Texas
Performance Review: Fourth Quarter 2016



Aon Hewitt  |  Retirement and Investment
Proprietary & Confidential  
Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company. 2

Summary

 Global asset markets produced mixed returns for the fourth quarter with generally positive returns for US equities, 
modest declines for non-US equities, and steeper declines for fixed income in light of rising interest rates

 The TRS investment portfolio returned 0.1% for the quarter which outperformed its benchmark by 0.7 percentage 
points

– Both asset allocation positioning and manager value-add contributed to relative returns, the underweight 
allocation to long Treasuries had the single largest positive impact

 For the trailing twelve months, TRS returned 7.8%, outperforming its performance benchmark by 0.6 percentage points
– Asset allocation and manager value-add both contributed positively, underweight positioning to long Treasuries 

again added most but was offset slightly by negative manager value-add in US and non-US developed equities

1.2%

-7.8%

1.0%

-1.7%

8.1%

1.8%

7.2%

12.2%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

Global Equity Policy Benchmark Stable Value Policy Benchmark Real Return Policy Benchmark Risk Parity Benchmark

Fourth Quarter One-Year
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1. Market Summary – Fourth Quarter 2016
Fourth
Quarter One Year Three Years Five Years Ten Years

Global Equity:

MSCI U.S.A. IMI Index 4.0% 12.7% 8.5% 14.7% 7.3%
MSCI EAFE + Canada Index -0.4 2.7 -1.6 6.1 0.9
MSCI Emerging Markets Index -4.2 11.2 -2.6 1.3 1.8
HFRI Fund of Funds Composite Index 1.1 0.7 1.3 3.5 1.3
State Street Private Equity Index (qtr lagged) 3.8 8.5 9.6 11.1 8.8
Global Equity Policy Benchmark 1.2 8.1 3.8 8.8 --
Stable Value:

Barclays Long Treasury Index -11.7% 1.3% 7.8% 2.5% 6.7%
HFRI Fund of Funds Conservative Index 2.0 2.3 1.9 3.5 1.3
3 Month LIBOR + 2% 0.7 2.8 2.5 2.4 3.2
90 Day U.S. Treasury Bill 0.1 0.3 0.1 0.1 0.8
Stable Value Policy Benchmark -7.8 1.8 6.2 2.8 --
Real Return:

Barclays U.S. TIPS Index -2.4% 4.7% 2.3% 0.9% 4.4%
NCREIF ODCE (qtr lagged) 1.8 9.1 11.4 11.3 --
Energy, Natural Resources & Infrastructure Benchmark 1.6 -- -- -- --
Goldman Sachs Commodities Index 5.8 11.4 -20.6 -13.1 -8.1
Real Return Policy Benchmark 1.0 7.2 7.5 7.8 --
Risk Parity:

Risk Parity Benchmark -1.7 12.2 1.6 -- --

TRS Policy Benchmark -0.6% 7.2% 5.2% 7.7% 5.0%
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2. Market Value Change
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3. Asset Allocation Detail

Note: Asset allocation information shown above is based upon PureView reporting.

Market Value  
($ in millions)

as of 12/31/2016
Interim
Policy
Target 

Relative
Allocation

to
Interim
Policy   
Target

Long 
Term
Policy 
Target

Long 
Term
Policy 

Ranges($) (%)

Total Fund $132,539 100% --- 100% --
Total U.S.A. $24,429 18.4% 18.8% -0.4% 18% 13-23%

Non-U.S. Developed $17,935 13.5% 13.8% -0.3% 13% 8-18%

Emerging Markets $12,502 9.4% 9.8% -0.4% 9% 4-14%

Directional Hedge Funds $5,555 4.2% 4.0% +0.2% 4% 0-10%

Private Equity $16,404 12.4% 12.0% +0.4% 13% 8-18%

Global Equity $76,824 58.0% 58.4% -0.5% 57% 50-64%

Long Treasuries $13,583 10.2% 11.8% -1.6% 11% 0-20%

Stable Value Hedge Funds $5,569 4.2% 4.0% +0.2% 4% 0-10%

Absolute Return (including OAR) $2,299 1.7% 0.0% +1.7% 0% 0-20%

Cash $1,671 1.3% 1.0% +0.3% 1% 0-5%

Stable Value $23,122 17.4% 16.8% +0.6% 16% 11-21%
TIPS $4,359 3.3% 3.8% -0.5% 3% 0-10%

Real Assets $16,733 12.6% 12.6% +0.0% 16% 7-17%

Energy, Natural Resource and Infrastructure $4,870 3.7% 3.3% +0.4% 3% 0-7%

Commodities $45 0.0% 0.0% +0.0% 0% 0-5%

Real Return $26,006 19.6% 19.7% -0.1% 22% 17-27%

Risk Parity $6,586 5.0% 5.0% -0.1% 5% 0-10%

Risk Parity $6,586 5.0% 5.0% -0.1% 5% 0-5%
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4. Total TRS Performance Ending 12/31/2016

Note: The excess returns shown above may not be a perfect difference between the actual and benchmark returns due entirely to rounding.
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5. Total Fund Attribution - Quarter Ending 12/31/2016
Total Fund Performance Total Value Added:0.64%

Total Asset Allocation:0.29%     Total Manager Value Added:0.35%
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5. Total Fund Attribution – Trailing One Year Ending 12/31/2016
Total Fund Performance Total Value Added:0.57%

Total Asset Allocation:0.32%     Total Manager Value Added:0.25%

 

  
     

    



Aon Hewitt  |  Retirement and Investment
Proprietary & Confidential  
Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company. 9

6. Risk Profile: Total Fund Risk-Return vs. Peers

Plan Sponsor Peer Group composed of 26 and 27 public funds with total assets in excess of $10B as of 12/31/2016. for the trailing three-year and five-year 
periods respectively. An analytic outlining the asset allocation of the peer portfolios has been included in the appendix of this report.

Annualized Return vs. Annualized Standard Deviation

3 Years Ending December 31, 2016

Annualized Return vs. Annualized Standard Deviation

5 Years Ending December 31, 2016

Return Standard
Deviation

Total Fund 5.5 5.5¢£

Total Fund Benchmark 5.2 5.4��

Median 4.8 5.7

Return Standard
Deviation

Total Fund 8.4 5.5¢£

Total Fund Benchmark 7.7 5.4��

Median 7.9 6.0

 

    

    

All Public Plans > $10B-Total Fund
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6. Risk Profile: Trailing 3-Year and 5-Year Risk Metrics Peer Comparison 

3
Years

5
Years

3
Years

5
Years

3
Years

5
Years

Total Fund 5.5 (10) 8.4 (28) 5.5 (66) 5.5 (70) 1.0 (8) 1.5 (8)¢

Total Fund Benchmark 5.2 (18) 7.7 (62) 5.4 (68) 5.4 (71) 0.9 (10) 1.4 (20)�

                        

5th Percentile 5.7 9.3 7.4 7.3 1.1 1.6

1st Quartile 5.1 8.6 6.3 6.4 0.9 1.4

Median 4.8 7.9 5.7 6.0 0.8 1.3

3rd Quartile 4.2 7.3 5.2 5.3 0.7 1.2

95th Percentile 3.5 5.5 4.7 4.7 0.6 1.1

                        

 

     

    

 Total Fund vs. All Public Plans > $10B

   
Plan Sponsor Peer Group composed of 26 and 27 public funds with total assets in excess of $10B as of 12/31/2016. for the trailing three-year and five-year 
periods respectively. An analytic outlining the asset allocation of the peer portfolios has been included in the appendix of this report.



Aon Hewitt  |  Retirement and Investment
Proprietary & Confidential  
Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company. 11

7. Global Equity: Performance Summary Ending 12/31/2016

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are 
generally within a few basis points and are not material.

Fourth Quarter One Year Three Years Five Years
Total Global Equity 1.6% 7.9% 4.1% 9.6%
Global Equity Benchmark 1.2 8.1 3.8 8.8
Difference +0.4 -0.2 +0.3 +0.8
Total U.S. Equity 4.2 11.0 6.5 13.4
Total U.S. Equity Benchmark 4.0 12.7 8.6 14.7
Difference +0.2 -1.7 -2.1 -1.3
Non-U.S. Equity -1.4 5.4 -0.8 5.3
Non-U.S. Benchmark -1.9 6.3 -1.9 4.2
Difference +0.5 -0.9 +1.1 +1.1
Non-U.S. Developed 0.2 0.7 -0.2 7.3
MSCI EAFE + Canada -0.4 2.7 -1.6 6.1
Difference +0.6 -2.0 +1.4 +1.2
Emerging Markets -3.5 12.6 -1.5 2.7
MSCI Emerging Markets -4.2 11.2 -2.6 1.3
Difference +0.7 +1.4 +1.1 +1.4
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7. Global Equity: Performance Summary Ending 12/31/2016 (cont’d)

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are 
generally within a few basis points and are not material.

Fourth Quarter One Year Three Years Five Years
Directional Hedge Funds 3.3% 4.5% 1.4% 4.5%

HFRI Fund of Funds Composite Index 1.1 0.7 1.3 3.5

Difference +2.2 +3.8 +0.1 +1.0

Total Public Equity 1.3 7.7 2.4 8.5

Public Equity Benchmark 0.7 8.4 2.6 8.3

Difference +0.6 -0.7 -0.2 +0.2

Total Private Equity 3.2 8.8 11.7 14.3

Private Equity Benchmark 2.8 8.0 9.4 10.9

Difference +0.4 +0.8 +2.3 +3.4
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8. Stable Value: Performance Summary Ending 12/31/2016

Note: Performance of Cash Equivalents is shown net of fees paid to TRS Strategic Partners

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are 
generally within a few basis points and are not material.

Fourth Quarter One Year Three Years Five Years

Total Stable Value -7.1% 3.9% 8.2% 4.6%

Total Stable Value Benchmark -7.8 1.8 6.2 2.8

Difference +0.7 +2.1 +2.0 +1.8

Long Treasuries -12.9 1.7 8.4 3.0

Treasury Benchmark -11.7 1.3 7.8 2.5

Difference -1.2 +0.4 +0.6 +0.5

Stable Value Hedge Funds 2.4 4.7 4.8 4.4

Hedge Funds Benchmark 2.0 2.3 1.9 3.5

Difference +0.4 +2.4 +2.9 +0.9

Other Absolute Return 0.6 9.7 10.2 14.7

Other Absolute Return Benchmark 0.7 2.8 2.5 2.4

Difference -0.1 +6.9 +7.7 +12.3

Cash Equivalents 2.7 0.6 2.8 2.2

Cash Benchmark 0.1 0.3 0.1 0.1

Difference +2.6 +0.3 +2.7 +2.1
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9. Real Return: Performance Summary Ending 12/31/2016

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are 
generally within a few basis points and are not material.

Fourth Quarter One Year Three Years Five Years

Total Real Return 1.5% 8.8% 8.1% 7.8%

Real Return Benchmark 1.0 7.2 7.5 7.8

Difference +0.5 +1.6 +0.6 +0.0

TIPS -2.4 4.9 2.4 1.0

U.S. TIPS Benchmark -2.4 4.7 2.3 0.9

Difference +0.0 +0.2 +0.1 +0.1

Real Assets 2.2 10.3 12.2 12.5

Real Asset Benchmark 1.8 9.1 11.4 11.3

Difference +0.4 +1.2 +0.8 +1.2

Energy, Natural Resource and Infrastructure 4.1 -- -- --

Energy and Natural Resources Benchmark 1.6 -- -- --

Difference +2.5 -- -- --

Commodities -22.4 33.6 -16.1 -19.0

Commodities Benchmark 5.8 11.4 -20.6 -13.1

Difference -28.2 +22.2 +4.5 -5.9
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10. Risk Parity: Performance Summary Ending 12/31/2016

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are 
generally within a few basis points and are not material.

Fourth Quarter One Year Three Years Five Years

Total Risk Parity -1.1% 13.8% 4.6% --

Risk Parity Benchmark -1.7 12.2 1.6 --

Difference +0.6 +1.6 +3.0 --
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Appendix – Supplemental Reporting
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TRS Commitment Levels vs. Peers (>$10 Billion)

 The chart above depicts the asset allocation of peer public funds with assets greater than $10 billion.
- The ends of each line represent the 95th and 5th percentile of exposures, the middle light blue and grey lines represent the 25th

and 75th percentile of exposures, the purple square represents the median, and the green dot represents TRS exposure.  
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Note: The peer universe had 29 observations.
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Historical Excess Performance Ending 12/31/2016

Quarterly and Cumulative Excess Performance  

Total Fund vs. Total Fund Benchmark

 

Quarterly Excess Performance Ratio of Cumulative Wealth - 10 Years
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TRS Asset Growth
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Total Fund Historical Growth (September 1997 - December 2016)

$132.5
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External Manager Program: 
Public Equity Performance as of 12/31/2016

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are generally within a 
few basis points and are not material.

Allocation 
($ in billions)

Fourth
Quarter

One 
Year

Three 
Years

EP Total Global Equity $31.3 0.8% 8.6% 1.8%
EP Global Equity Benchmark -- 0.1 7.8 2.2
Difference -- +0.7 +0.8 -0.4
EP U.S.A. $6.4 4.6 14.7 6.2
EP U.S.A. Benchmark -- 4.0 12.7 8.4
Difference -- +0.6 +2.0 -2.2
EP Non-U.S. Developed $5.7 0.2 1.6 0.1
MSCI EAFE + Canada Index -- -0.4 2.7 -1.6
Difference -- +0.6 -1.1 +1.7
EP Emerging Markets $7.6 -4.1 12.5 -2.0
MSCI Emerging Markets Index -- -4.2 11.2 -2.6
Difference -- +0.1 +1.3 +0.6
EP World Equity $6.1 1.7 7.1 2.5
EP World Equity Benchmark -- 1.3 8.2 3.4
Difference -- +0.4 -1.1 -0.9
EP Directional Hedge Funds $5.6 3.3 4.5 1.4
HFRI Fund of Funds Composite Index -- 1.1 0.7 1.3
Difference -- +2.2 +3.8 +0.1
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External Manager Program: 
Stable Value/Total Program Performance as of 12/31/2016

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are generally within a 
few basis points and are not material.

Allocation 
($ in billions)

Fourth
Quarter

One 
Year

Three 
Years

EP Total Stable Value $5.8 2.3% 4.9% 5.4%
EP Stable Value Benchmark -- 2.0 2.3 1.9

Difference -- +0.3 +2.6 +3.5

EP Stable Value Hedge Funds $5.6 2.4 4.7 4.8

EP Stable Value Hedge Funds Benchmark -- 2.0 2.3 1.9

Difference -- +0.4 +2.4 +2.9

EP Absolute Return $0.3 1.4 16.2 19.8
EP Absolute Return Benchmark -- 0.7 2.8 2.5

Difference -- +0.7 +13.4 +17.3

Total External Public Program $37.1 1.0 8.0 2.3
EP External Public Benchmark -- 0.4 6.8 2.1

Difference -- +0.6 +1.2 +0.2
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Public Strategic Partnership Program (SPN): 
Performance Summary as of 12/31/2016

 The Public SPNs in aggregate outperformed the benchmark during the fourth quarter but have 
underperformed over the trailing one and three-year periods

– Two managers, BlackRock and J.P. Morgan, have trailing three-year returns above the benchmark 
while Neuberger Berman and Morgan Stanley trail the benchmark. 

Note: The excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are generally within a 
few basis points and are not material. Returns are shown on a before-fees basis.

Allocation         
($ in billions)

Fourth
Quarter

One 
Year

Three 
Years

Public Strategic Partnership $6.7 -1.5% 6.9% 3.5%
Public SPN Benchmark -- -1.9 7.5 3.9

Difference -- +0.4 -0.6 -0.4

Blackrock $1.7 -0.7% 8.2% 5.1%
J.P. Morgan $1.8 -1.4% 7.5% 4.1%
Neuberger Berman $1.6 -2.4% 5.8% 2.4%
Morgan Stanley $1.6 -1.6% 6.0% 2.4%
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Benchmarks

 Total Fund Performance Benchmark – 18.8% MSCI U.S.A. IMI, 9.8% MSCI Emerging Markets,  
13.8% MSCI EAFE plus Canada, 4.0% HFRI FoF Composite Index, 12.0% State Street Private Equity 
(1 qtr lagged), 11.8% BC Long Term Treasury, 4.0% HFRI FoF Conservative Index, 1.0% Citigroup 3 
Mo T-Bill, 3.8% BC U.S. TIPS, 12.6% NCREIF ODCE (1 qtr lagged), 3.3% Energy and Natural 
Resources Benchmark, and 5.0% Risk Parity Benchmark. 

 Global Equity Benchmark– 23.7% MSCI EAFE plus Canada, 32.2% MSCI U.S.A. IMI,16.7% MSCI 
Emerging markets index, 7.0% HFRI FoF Composite Index, and 20.4% State Street Private Equity (1 
qtr lagged)

– U.S, Equity Benchmark - MSCI U.S.A. IMI Index
– Emerging Markets Equity Benchmark – MSCI Emerging Markets 
– Non-US Developed Equity Benchmark– MSCI EAFE plus Canada
– Directional Hedge Funds – HFRI Fund of Funds (FoF) Composite Index
– Private Equity Benchmark - State Street Private Equity (1 qtr lagged)

Note: Returns and market values (based on account level) reported are provided by State Street. Net additions/withdrawals are reported on a gross 
(adjusted for expenses) total fund level as provided by State Street. All rates of return for time periods greater than one year are annualized. The 
excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are generally within a 
few basis points and are not material. 
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Benchmarks (cont’d)

 Stable Value Benchmark – 23.6% HFRI FoF Conservative Index, 70.5% Barclays Long Term Treasury, and 5.9% 
Citigroup 3 mo T-Bill.

– US Treasuries Benchmark – Barclays Long Term Treasury
– Stable Value Hedge Funds – HFRI Fund of Funds (FoF) Conservative Index
– Other Absolute Return Benchmark  - 3 Mo LIBOR + 2%
– Cash Benchmark - Citigroup 3 Mo T-Bill

 Real Return Benchmark – 19.6% Barclays U.S. TIPS, 71.0% NCREIF ODCE, and 9.5% Energy & Natural Resources 
Benchmark

– US TIPS Benchmark – Barclays U.S. TIPS Index
– Real Assets Benchmark – NCREIF ODCE (1qtr lagged) 
– Energy and Natural Resources – 75% Cambridge Associates Natural Resources (reweighted) / 25% quarterly 

Seasonally-Adjusted Consumer Price Index (1qtr lagged) 
– Commodities Benchmark – Goldman Sachs Commodity Index 

Note: Returns and market values (based on account level) reported are provided by State Street. Net additions/withdrawals are reported on a gross 
(adjusted for expenses) total fund level as provided by State Street. All rates of return for time periods greater than one year are annualized. The 
excess returns shown in this presentation may differ from State Street statements due entirely to rounding. These differences are generally within a 
few basis points and are not material. 
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Description of Performance Attribution
 A measure of the source of the deviation of a fund's performance from that of its policy benchmark. Each bar on the attribution 

graph represents the contribution made by the asset class to the total difference in performance. A positive value for a component 
indicates a positive contribution to the aggregate relative performance. A negative value indicates a detrimental impact. The
magnitude of each component's contribution is a function of (1) the performance of the component relative to its benchmark, and 
(2) the weight (beginning of period) of the component in the aggregate. 

 The individual Asset Class effect, also called Selection Effect, is calculated as 
Actual Weight of Asset Class x (Actual Asset Class Return – Asset Class Benchmark Return)

 The bar labeled Allocation Effect illustrates the effect that a Total Fund's asset allocation has on its relative performance. 
Allocation Effect calculation = (Asset Class Benchmark Return –Total Benchmark Return) x (Actual Weight of Asset Class –
Target Policy Weight of Asset Class). 

 The bar labeled Other is a combination of Cash Flow Effect and Benchmark Effect:
– Cash Flow Effect describes the impact of asset movements on the Total Fund results. Cash Flow Effect calculation = (Total 

Fund Actual Return – Total Fund Policy Return) – Current Selection Effect – Current Allocation Effect
– Benchmark Effect results from the weighted average return of the asset classes' benchmarks being different from the Total 

Funds’ policy benchmark return. Benchmark Effect calculation = Total Fund Policy Return – (Asset Class Benchmark 
Return x Target Policy Weight of Asset Class)

 Cumulative Effect
Cumulative Effect calculation = Current Effect t *(1+Cumulative Total Fund Actual Return t-1) +
Cumulative Effect t-1*(1+Total Fund Benchmark Return t)
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Disclaimers and Notes
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Disclaimers and Notes
As of December 31, 2016

Disclaimers:
 Please review this report and notify Aon Hewitt Investment Consulting (AHIC) with any issues or questions you may 

have with respect to investment performance or any other matter set forth herein.
 The client portfolio data presented in this report have been obtained from the custodian. AHIC has compared this 

information to the investment managers’ reported returns and believes the information to be accurate. AHIC has not 
conducted additional audits and cannot warrant its accuracy or completeness.

 The mutual fund information found in this report is provided by Lipper Inc. and AHIC cannot warrant its accuracy or 
timeliness.

 Russell Investment Group is the source and owner of the trademarks, service marks and copyrights related to the 
Russell Indexes. Russell® is a trademark of Russell Investment Group.

Notes:
 The rates of return contained in this report are shown on an after-fees basis unless otherwise noted. They are 

geometric and time weighted. Returns for periods longer than one year are annualized.
 Universe percentiles are based upon an ordering system in which 1 is the best ranking and 100 is the worst ranking.
 Due to rounding throughout the report, percentage totals displayed may not sum up to 100.0%. Additionally, individual 

fund totals in dollar terms may not sum up to the plan totals.





Deputy Report, Ken Welch, April 7, 2017



Deputy  Report

• Update on Operations
• Activities and Events
• Employee Recognition
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Global Trends in Pension Administration:

• Cost efficient processes.
• Systems upgrades.
• Funds operating more like competitive businesses.
• Flex work and paperless.
• Personalized and efficient communication
• Managing public perception
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Cost efficient systems and processes.

• Straight Through Processing
• STP refers to the automation of transactions and the elimination of manual 

processes. Quality data is fundamental to delivering STP.
• Potential to reduce costs, increase productivity and improve customer service.
• Complex transactions are less likely to be straight through.
• STP will likely be limited to several transactions. Others will need an industry-

wide evolution.
• It is sometimes more cost effective not to automate some legislative rules

• Maximizing online transactions
• More online tools (i.e., pension inception, address change, etc.)
• Strategies for moving members online
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Straight Through Processing (STP).
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Example of straight through process:

Pay out 
pension

Acknowledge 
choice & inform 
about amount 

if to be paid out

Defer pension
via self-service

• Easy Account• Letter 2• Digital self-
service

• Letter 1

From 2009– automatic pensions payment and self-service

Inform about
the pension 

Pay
pension

Inform 
amount

Acknowledge
choice

Initiate or
defer pension

• Personal 
account

• Letter 3 
(paper)

• Letter 2 
(paper)

• Document 
(paper)

•Letter 1 
(paper)

Before 2009 – member have to contact ATP for pensions payment

Inform about
the pension 

220,000 
letters

70,000 
letters

20-30% reduction in 
calls
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System upgrades.

• Processes and data need to be optimized first.
• Data is the currency that underlies all processes and 

operations.
• Systems that do a data project in advance of a 

modernization effort typically have significantly fewer 
testing issues to address. At the end of these projects 
systems usually implement data governance to help 
maintain the investment and trust in the new system. 

• Key driver for system upgrades is the need for better 
online, real-time management reporting. 
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Funds in Australia and the Netherlands operate more like 
competitive businesses.

• Strong focus on managing costs.
• Hiring leadership, customer service and marketing experts 

from outside of the pension industry (such as banks, 
financial services, insurance and telecommunications)

• Corporate staffing structure
• Branding, member engagement, customer satisfaction.
• Flex work spaces.
• Boards include more professionals, less stakeholder 

representatives.
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Flex work and paperless.

• Flexible work spaces and telecommuting
• Prevalent in Europe, but evolving in the US. 
• No person has an office or assigned space. 
• Usually enough space for 80% of staff, with cost savings on building 

and work space.
• Working from home a day a week often allowed and even encouraged 

• Eliminating paper
• No check payments to retirees. 
• E-newsletters, e-member statement alert, no paper payment advices.
• Mandatory use of employer reporting software
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Personalized and effective communication.

• Improving communication clarity and effectiveness.
• ATP Denmark:  subtle changes resulted in fewer calls
• LACERA (Los Angeles County): moving the location of a signature 

resulted in substantial reduction of incomplete forms
• Keep things simple!

• ‘Customer experience’ focused versus transaction focused. 
– Funds create personas to develop and segment messages.
– MRI research shows that:

• Factual, positive and motivating communication, without a (forced) 
notice of action, is most likely to motivate a member.

• Individual or focused communications has a better effect than 
collective communication.

• Factual information is trusted more than ‘emotional communication’ 
at the subconscious level.

• Data mining to understand individual members
8



Data Mining.

Data mining - funds using their data to develop:
• Better understanding of member behavior
• More targeted messaging/ segmentation
• Personas

XSuper’s dedicated team of ‘data scientists’ have built a data warehouse, 
separate from the core admin system, with billions of data points (derived from 
the core admin system and other ‘untapped’ sources such as the contact 
center, web server, social media, external geo-demographic databases etc.).

They use this data to build ‘propensity models’ that focus them in on members 
that are likely to be susceptible to particular communications / messages. They 
then use data and the feedback of an on-line community to further optimize the 
impact of the communication. This reduces costs (avoids ‘scattergun’ 
communications) and has produced astonishing results in terms of having 
members make good / better decisions.

This approach is optimized in the competitive Australian DC world, but it has 
real applicability in the DB world as well.
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Social Media is a hot topic globally.

10

““Our customers are already using social media. We are meeting them where they already are.” (CEM Client)
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“Social media is the norm today and not embracing it as a communications vehicle can actually work 
against an organization in achieving its communication goals.” (CEM client)

Social Media is a hot topic globally.

11
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Managing public perception.

Using members as advocates. 

• HOOPP’s DB advocacy toolkit
• An Ambassador program where members & other interested 

stakeholders take active role in support of the DB model. HOOPP 
hosts "roundtables" where ambassadors come together to 
exchange ideas on ways to spread the word and facts about the 
advantages DB plans over alternative savings vehicles. Ideas 
include word of mouth to friends & family, social media, letter 
campaigns to government officials, etc.

• OMERS’ Outreach program
• Aka Stakeholder Outreach program, in addition to OMERS' 

attending stakeholder (employers, unions, members, govt) 
meetings, senior leadership also holds an annual meeting with 
OMERS stakeholders across the province with the goal of helping 
to shape the regulatory framework for DB pension plans.

• COPERA’s Ambassador Program
12
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London Office Update
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Agenda

I. Background

II. Legal Considerations

III. “Standing Up” the office

IV. Results

V. Priorities 
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TRICOT 
London – Background 

Purpose 

• Facilitate and provide advice regarding investment transactions in Europe. All decisions, as well as, legal matters and 
contracts are made in Austin under the Investment Policy and Procedures currently in place
o Proactive Deal Origination and Deal Flow – partnering with Top Tier TRS European Equity managers who allocate private co-

investments

• Enhance Due Diligence – gain access to and utilize additional insight as a result of being present to “kick the tires” more 
often as conditions change

• Rapid Response – Increase overall TRS efficiency.  With TRS present in London, response time regarding initial interest can 
be done in days with full investment committee approval shortly thereafter

• Risk Control – At $19.2 billion, Europe makes up 14.5% of Trust assets 

o Access to timely and accurate market information as in the UK Brexit vote enhances TRS Risk control

• Credibility - Having a local presence in London provides the credibility needed to foster investment relationships

• Cultural Impact - Creating strong partnerships requires the development of trust that is a result of being immersed in the 
market

• Geographic Location – proximity to other markets (Europe/Africa/Asia) 
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TRICOT  
Budget

Approved Remaining Percent
Budget Fixed Incremental Budget Expended

Expenses

Personnel Costs 934,600             430,522             259,417             244,661             73.82%

Professional Fees & Services 570,000             372,075             197,925             65.28%

Building Rent 431,026             359,739             71,287               83.46%

Operating Costs 140,014             13,580               25,807               100,627             28.13%

Totals: 2,075,640        444,102            1,017,038        614,500            70.39%

* Expenditure amounts do not include VAT

Fiscal Year 2016
Expenditures *

Teacher Retirement Investment Company of Texas
Fiscal Year 2016 Budget vs Actual

• Location: 14 Curzon, London UK Mayfair District

• Staffing: 2 TRS Seconded Investment Professionals, 1  Investment Contractor and 1 Administrative Contractor

Budget:
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TRICOT
Legal Considerations

Legal Issues considered (among others):

• Entity type

• Regulatory Issues

• Employment law

• Immigration

• Tax (entity, VAT and personal) 

Agreement Infrastructure:

• Intercompany agreement

• Secondment agreement
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TRICOT
“Standing Up” the office

Accounting
• Obtained VAT tax exemption; worked with Global Tax Advisor to successfully complete and file quarterly VAT tax 

reimbursement claims

• Developed budget for TRICOT operations

• Established banking relationship with JP Morgan

o Navigated “Know Your Client” hurdles and completed account opening requirements; opened USD and GBP accounts

• Filed for EORI number to allow international shipping of equipment and supplies through customs

Personnel
• Gained familiarity with UK tax and payroll regulations; worked with Comptroller to develop payroll process

• Resolved issues related to providing benefits to personnel working in a foreign location

• Worked with Global Tax Advisor to establish tax equalization program for seconded personnel

• Secured housing for staff and executed foreign apartment lease agreements

• Worked with State Street to resolve issues related to hiring a UK-based contractor



7

TRICOT
“Standing Up” the office

Administration

• Developed TRICOT-specific Travel and Procurement procedures
o Reviewed procedures with TRS Internal Audit

• Secured office space, executed foreign office lease, and set office up with equipment, supplies, connectivity

• Set up TRICOT as a company in QuickBooks to track expenditures and established transaction and 
reconciliation processes between IMD and TRS Financial Reporting

• Developed process and created associated forms to allow TRICOT to invoice TRS for expenses, and TRS to 
reimburse TRICOT through direct deposit to JP Morgan bank account

• Issued TRS-to-TRICOT Intercompany Invoices in compliance with the terms of the Intercompany Agreement
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TRICOT 
London – 2016 Results 

TRICOT has exceeded its goal for increased deal flow as follows:
• Sourced 64 co-investment transaction opportunities as of December 2016 totaling approximately $6.9 billion in potential

investments
o TRICOT target goal was to generate 62 transaction opportunities

 This represents a 50% increase over the rolling 12-month period ended June 30, 2015 and a 130% increase above the rolling 12-month period ended June
30, 2014

• TRICOT was essential in TRS closing 3 deals totaling $400 million (Festival Place/Basingstoke, Project Champ, Project Paramedic)
o Advised on additional sub $50 million investments in Project BIG, Project Kiwi, and Bromma Blocks

o Expected net return is above 12.5%

o Approximately $9 million in annual fee savings with $1.4 million in cost

Partner survey conducted during Summer 2016 indicated a successful office launch due to increased efficiency and
communication, deepened relationships, and familiarity with local markets. TRS Private Markets managers
indicated that TRICOT scored well on the following:

o Level of communication

o Overall familiarity

o Overall experience

• Enhanced information flow around significant markets events such as Brexit
• Helped facilitate opportunities for broader TRS platform and TRS has exported its “Texas Way” to London
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TRICOT 
London – 2017 Goals and Priorities 

1) TRICOT has built a solid reputation and rapport with over 50 London-based Premier List managers

• To continue to engage and proactively seek deal flow, TRICOT has identified relevant European-based GP offices (ex-UK) on the
continent and will seek to visit these private market managers across their various regional markets
o The majority of all offices are located in 5 gateway cities or in a relatively constrained 3-city cluster in Germany

 The 5 non-German cities are Paris (20 GP offices), Milan (14), Amsterdam (11), Madrid (16) and Stockholm (9)
 German presence is clustered across Frankfurt (14), Munich (12) and Dusseldorf (4)

 TRICOT proposes targeted visits to these 5 cities and Germany across the balance of 2017

2) TRICOT personnel are currently assigned to engage all managers within the Private Markets portfolio covering
private equity, real estate, energy & natural resources and infrastructure.

• Since inception, TRICOT has been staffed with investment personnel who are predominantly private equity-oriented in their
analytical framework and across their investment career
o While similar in nature to private equity manager and investment analysis, real estate investments are quite different to private equity in

terms of the nuances and subtleties of the underlying asset class due to the transaction volume, location, demographics, deal size,
sensitivity to interest rates, and governmental real estate policies to name a few

o To appropriately maintain and continue our existing pattern of strong deal flow and to be seen as a continuing and credible investor, TRICOT
needs to have rotating investment professionals fully conversant and experienced in the real estate industry.

 TRICOT would recommend that a real estate investment professional be added to the existing team when feasibly possible
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Tricot
Summary

• Exceeded first 18 month goals

o Sourcing was successful

• Partnerships have strengthened in the UK

• Successful execution of office opening and business plan (1st time in history of any US Funds)

• Smooth execution with communication and work flow by teams

• Cultural transfer was successful



APPENDIX
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Statistics - Email & Network Drives
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Issues

•Increased volume – a symptom
•Underlying issues & causes

– Time spent – searching & retrieving
– Lack of shared standardized repositories
– Lack of guidance
– ROT – redundant, obsolete & trivial
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Opportunity Cost

600 employees

2080 work hours

10% of time looking for
& handling info

$5,000,000 • Agency-wide opportunity cost
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Business Objectives

• Business objectives from TRS executive management and 
Internal Audit
– Develop a strategic process for records management that aligns with 

state laws, guidelines, and internal policies
– Create more centralized processes to help improve efficiency of 

recordkeeping and reduce cost
– Provide on going assessments and staff training at all levels and 

include succession planning to address TRS records management 
needs now and in the future
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E-Records Project Goals

• Create centralized repositories & standard processes to 
improve efficiency of information management and reduce 
cost

• Maximize use of technology tools (SharePoint/harmon.ie)
– Storage and access (SharePoint)
– Collaboration and communication (harmon.ie)

• Automated management of electronic records & information
– Retention and defensible deletion
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E-Records Project Timeline

Assessment
Jan 17 - Apr 17

Solution Design
May 17 – Aug 17

Build & Deploy
Sep 17 – Jun 18

Workshops
Jan 17 - Mar 17

Complete

Analysis
Apr 17 – May 17

In Progress
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E-Records Project Status Report

Assessment

Jan 17 - Apr 17

Assessment Phase

Division
SMEs 

Identified
Workshop 
Scheduled

Benefits – 4 of 4 Workshops Complete

Executive – 7 of 7 Workshops Complete

Financial  - 5 of 5 Workshops Complete

HIB  - Workshop Complete, Follow Up 
Scheduled

IMD – 9 of 9 Complete

IT – 5 of 5 Workshops Complete

• Current state assessment
– Assessment workshops 100% complete
– Conducted 4 follow-up sessions

• Organizational readiness & engagement
– Leadership roadshows
– Attended staff meetings
– SharePoint support model alignment discussions
– Risk assessment
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Risks

• Lack of management buy-in
– Project is not important or not needed

• Lack of solution adoption
– Staff doesn’t use the tools or repositories developed

• Solution does not meet functional requirements
– Repositories & tools aren’t responsive to user needs

• Lack of Resources
– Conflicting priorities (e.g., TEAM program) 

• Inability to sustain program solution
– Lack of infrastructure to sustain what’s developed

9



E-Records Project Partners

CFT Division Representatives
Ronnie Bounds

Jay LeBlanc
Jan Engler

Frances Torres
Janie Duarte

Monica Bernal
Barbara Forssell

Executive Sponsor
Don Green

Tech Partners
Jim Ross (CFT Rep)

Lance Rayborn
Kyle Weigum

Teresa Granger
Simon Key

HR/Office of Change Management
Cindy Yarbrough (CFT Rep)
Stacy Sakoulas (CFT Rep)

Mikki Teneyuca

PMO
Tom Fry
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Meet the Team

• TRS Records Management Team
– Jimmie E Savage, Manager, Records Management Department, Records Management Officer, Project 

Sponsor/Manager. Certified Records Manager (CRM) 1983, MLIS & BA, UT Austin. 42 years’ records 
management experience in Texas State Agencies. 

– Mark Browning, Senior Records Analyst. MLIS & BA, UT Austin. 35 years’ records management experience in 
Texas state & local government agencies.

– Robert O’Connor, Senior Records Analyst. Certified Records Manager (CRM) 2014, BS, University of Phoenix. 
19 years’ records management experience in the military and Fortune 500 corporations.

– Jeanel Walker, Records Analyst. MLIS, UT Austin. BA, Oberlin College. 5 years’ records management 
experience in a Texas local government agency.
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Meet the Team

• Access Sciences Corporation
– Kristin Homer PhD. Project Manager. PhD, MA & BA, University of Colorado. Certified Information 

Professional (CIP) 2013. 17 years’ experience in taxonomy development, information system & program 
project management, and records management program assessment. 

– Philip Jones, Analyst & Change Management Specialist. BA, St Edward’s University, 2007. Certified Change 
Management Practitioner (PROSCI). 10 years’ experience in communications & change management, 
business analysis & process design, and records & information management program design & 
implementation. 

– Claudette Lloyd, CIP. MLIS & BA, UT Austin. Certified Information Professional (CIP), 2011. Information 
Governance Specialist. 20 years’ experience designing and implementing information and data governance 
programs, processes and tools, including records retention schedules, taxonomies and classification schema.

– Ashley Schilling, Technical Specialist. BS, University of Houston, 2011. 6 years’ experience in SharePoint 
design and configuration\customizations, business process analysis and optimization, custom coding, 
database analysis and implementation.
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The End

Erk

Arma

Garp
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History

• 1974 – West building was completed. 80,384 square feet.
• 1988 – West building central plant completed to provide HVAC 

for East and West buildings. 
• 1990 – East building was completed. 137,952 square feet. Five 

levels of underground parking with 329 spaces. 160 surface 
parking lot spaces. 4 acre campus. West building remodel 
completed.

• 2009 – IMD leased 47,034 square feet at 816 Congress. 
Subsequently added 3,840 square feet on 12th floor. 
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Major Repairs and Renovations
2001 - The water cooling tower was replaced.
2004 - Carpet was replaced.
2005 - The roof was replaced.
2006 - Caulking and waterproofing project was 

completed. Only above ground water 
proofing.

2007 - West Building air handlers were 
replaced.

• Only major floor air handlers were included 
in this project.

• No upgrades were made to the data center 
air handling equipment.

2008 - Building Automation System (BAS) 
project was completed.

• No automation of Data Center HVAC 
equipment was done under this project.

• An estimated 15% energy reduction was 
achieved after the BAS project.

2011 - Elevators were modernized. Security 
systems upgraded and modernized.

2012-2013 - HVAC Retrofit Project.
• Replaced HVAC system components with 

fully automated high efficiency 
components.

• Automated Data Center HVAC equipment.
• Installed a power generator for the Data 

Center and the Data Center HVAC 
equipment. 

2014 – Remodel 4th floor of East Building.

2016 – Remodel 5th floor of East Building.
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Current/Future Projects
Projects in Progress
• Replace/retrofit air handlers in 

both buildings.
• Remodel 1st, 2nd and 3rd floor 

East.
• Remodel 2nd floor West.
• Parking lot improvements.

Future Projects
• Modify/retrofit sump pump 

system.
• Replace east building garage 

fire sprinkler piping.
• Replace electrical switch gear.
• Retrofit east building water 

supply.
• Repair spalling and waterproof 

building exterior concrete.
• Repair east building garage 

underground waterproofing.
• Renew interiors.
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Workplace Strategy Study, 2014 
• Workplace strategy and real estate study conducted by 

CBRE in 2014
• To identify the best suited occupancy strategy for TRS 

and how market forces might impact occupancy options
• Findings included:

– Current strategic initiatives will increase the need for flexibility
– Employees work differently than they think they do 
– Opportunity for efficiency through workspace changes
– Departments have similar aspirations about space but 

different needs
– There are mixed feelings, and strong feelings, about 

collocating
5



Fire Safety Inspection
• The State Fire Marshall conducted a fire safety 

inspection and minor violations of the fire code were 
documented, many of which have been corrected. The 
remaining minor violations will be corrected by the end 
of this calendar year. The inspectors were 
complimentary on IT security, video surveillance, 
exterior lighting, access control and visitor screening. 

• Several significant fire code violations were 
documented. However, these violations were the result 
of fire code revisions subsequent to building design 
and construction. 6



Fire Safety Inspection, cont.
• The cost of addressing these violations could be significant. 

Therefore, TRS engaged a Fire Protection Engineer to provide 
recommendations on possible solutions. A few include:
– The State Fire Marshall is of the opinion that the east building is a high 

rise and therefore must have an approved automatic fire sprinkler 
system throughout the building. The Fire Protection Engineer and 
Austin Fire Department agree that the east building is not a high rise 
and therefore is not required to have an automatic fire sprinkler 
system. However, both recommended that we install automatic fire 
sprinkler systems in both buildings.

– The exit stairwells do not meet the egress discharge by exiting through 
the interior of the building. The Fire Protection Engineer is researching 
possible solutions to this issue.
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Vulnerability Assessment

• DPS performed a vulnerability assessment evaluating our 
ability to resist attempted electronic or physical instructions. 

• They complemented us on IT security, video surveillance, 
exterior lighting, access control and visitor screening. 

• Suggestions for improvement:
– Consider restricting public traffic to one entrance/exit in parking lot
– Consider installing guard post at entrance of garage
– Establish/enforce standardized ID badge display policy (i.e. where the 

badge is worn)
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City of Austin Planning
• Austin is changing rapidly. The population has doubled every 25 years since its 

founding in 1839.

• The city has a Downtown Austin Plan (DAP) calling for signature parks, 
supportive housing, sustainable infrastructure and public-private partnerships. 

• Over 60 projects are under development in the downtown area including: 

– Condos/apartments
– Hotels/office towers
– Hospital/med school 
– Waller Creek Project

9



TRS Neighborhood
• TRS is located in the rapidly 

changing northeast section of 
downtown.

• Significant projects under 
development in the area include:

• TFC State Offices
• Medical District
• Waller Creek Project
• Innovation Zone

• We visit the Capitol complex first, 
marked by a yellow box on the map. 
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TFC State Offices
• The Texas Facilities Commission 

(TFC) is planning to consolidate 
1.1 million square feet of leased 
space into new office buildings.

• The buildings will be built north 
of the Capitol in the Texas Mall, a 
pedestrian, tree-lined 
promenade extending from the 
Capitol to the State History 
Museum.

Planned buildings in dark orange and future 
buildings in light orange 11



Neighborhood Tour Continues – UT Medical District

• The tour continues with the UT 
Medical District and the 
Brackenridge Campus. Both of 
which are circled in yellow on the 
map.
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UT Medical District

• The UT Austin Medical District will be 
developed as a partnership between 
UT Austin, Seton Healthcare and 
Central Texas Healthcare. 

• A new medical school and research 
facilities along with a teaching hospital 
to replace the existing Brackenridge 
Hospital are all under construction and 
scheduled to be open in 2017.
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Brackenridge Campus

• With hospital operations moving 
across the street, redevelopment of 
the existing 14 acre Brackenridge 
Campus is possible. 

• Early planning efforts call for a 
mixed development site containing 
commercial, medical use, retail and 
residential space. TRS would be 
located to the bottom right in the 
picture.

Illustration of proposed build out of Brackenridge 
campus looking northeast.
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Neighborhood Tour Continues – Waller Creek

• The tour continues with the Waller 
Creek Flood Control and 
Restoration Project.

• Waller Creek runs just to the east of 
the TRS campus depicted by the 
dotted yellow line on the map.
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Waller Creek Project
• Waller Creek is flood prone during times of intense rain. The Waller 

Creek Conservancy was founded in 2010 to execute a planned 
solution.

• The Conservancy is a public-private partnership between the City of 
Austin and numerous developers. 19 projects are planned.

• There are two components to the plan. A flood control tunnel and a 
1.5 mile linear park with related development. 

16



Waller Creek – Flood Control
• The flood control tunnel will lift 

28 acres out of the floodplain 
allowing for commercial 
development.

• During times of flood, water will 
be diverted underground, 
through the tunnel, to Lady Bird 
Lake. 

• During times of drought, the 
flow will reverse, circulating 
water through the creek system 
restoring a healthier ecosystem.
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Waller Creek – All Projects
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Waller Creek – Park System
• Over the next 10 years, a 

1.5 mile linear park system 
is planned running from 
Waterloo Park to Lady Bird 
Lake.

• A “green spine” designed to 
knit together several 
neighborhoods including 
the Red River District, Palm 
Park and the Rainey Street 
District.
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Neighborhood Tour Concludes – Innovation Zone

• The tour concludes with 
Innovation Zone highlighted in 
yellow on the map.
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Innovation Zone
• In the spring of 2016, a non-profit called Capital City Innovation, Inc. 

was formed to help established and start-up businesses become a 
part of the health ecosystem developing around the medical district.

• Founding members include UT Austin, Central Health and Seton 
Healthcare. Each of which will provide startup capital. Four other 
board members may be named later. Austin Mayor Steve Adler and 
Travis County Judge Sarah Eckhardt serve as advisory members. 

• Referred to as an anchor-plus innovation district, city leadership 
hopes the new medical school can serve as a multiplier for 
community health and regional economic activity. 

• Early planning is underway with a search for an executive director 
being conducted.
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Innovation Zone Case Studies

• Other innovation zones have been created such as:
– Midtown in Atlanta
– Kendall Square in Cambridge, Massachusetts
– Mission Bay in San Francisco

• All share common traits in that they are anchored by 
universities, focused on healthcare, partnered with 
entrepreneur-friendly companies and sprinkled with livable, 
walkable areas.

• They are public-private partnerships often taking decades to 
reach full fruition.
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Midtown in Atlanta

• Community planning started in 1997 just after 1996 Olympics which 
lead to the largest rezoning in the city’s history.

• Since then $4.5 billion in new investment, 6.2 million square feet of 
office space, more than 7,600 residential units built, 656 thousand 
square feet of retail space and 1,300 hotel rooms built. 

• Creation of Midtown Improvement District (MID) funded by $100 
million in public-private grants.
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Midtown in Atlanta

• Anchored by Georgia Tech, Emory University Hospital  and 
Savannah College of Art and Design.

• Private companies include Coca-Cola, Equifax, AT&T, Turner 
Broadcasting, Invesco, Google, AGL Resources among many 
others.

• Some statistics include over 81,000 daytime workers, more than 
3,000 events, 150+ restaurants, 1.4 square mile Tech Square 
serving as new urban main street for Midtown.
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Kendall Square in Cambridge

• An area that started out as abandoned factories in the early 
1980’s, has been taken over by MIT in partnership with many IT 
and pharmaceutical companies.

• In 2013, the City of Cambridge approved MIT’s petition to 
transform 26 acres of property in order to bring new vibrancy to 
the Kendall Square Innovation District. 

• MIT’s commitment is six new buildings to provide additional 
graduate student housing units and retail space along with 
research and development facilities.
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Kendall Square in Cambridge

• Private sector tenants are planning an additional $2 billion in 
investment to add 1.4 million square feet of space. 

• Within the information technology space, IBM, Amazon and 
Google have all decided to expand their operations footprint in 
Kendall Square.

• Within the pharmaceutical space, companies either expanding or 
moving to Kendall Square include Novartis, Pfizer and Biogen-Idec.
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Mission Bay in San Francisco

• On 303 acres of former railyard, a plan to redevelop the Mission Bay 
area was proposed in 1998.

• The plan included 6,000 residential units, a 2.65 million square foot 
University of San Francisco (UCSF) life science research campus, a new 
UCSF hospital, 5 million square feet of commercial space and retail 
space, a new 500 room hotel and a new public school.

• To date, 5,096 housing units have been constructed, 1.9 million 
square feet of commercial space has been developed, 60% of the 
UCSF campus is constructed, the first phase of the UCSF medical 
center is built and 19 acres of public parks are finished. 
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Mission Bay in San Francisco

• Mission Bay includes 1.5 million square feet of biotech space with 
more than 50 tenants and has become the new high tech hub area 
anchored by UCSF.

• Many of the large pharmaceutical companies in the area have 
been lured to Mission Bay from South San Francisco including 
Pfizer, Nektar, Bayer, and Celgene. 

• Rents in the area run about 13% higher than the region’s other 
large pharma cluster in South San Francisco.
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