
TEACHER RETIREMENT SYSTEM OF TEXAS MEETING 
BOARD OF TRUSTEES  

 
AGENDA 

 
June 7, 2012 – 1:00 p.m. 
June 8, 2012 – 9:15 a.m. 

 
TRS East Building, 5th Floor, Boardroom  

 
NOTE: The Board may take up any item posted on the agenda during its meeting on Thursday, 
June 7, 2012, or during the meeting on the following day beginning at the time and place 
specified on this agenda. 
 
The open portions of the June 7-8, 2012 Board meeting are being broadcast over the Internet.  
Access to the Internet broadcast of the Board meeting is provided on TRS' Web site at 
www.trs.state.tx.us. 
 
1. Call roll of Board members. 

2. Consider Board administration matters, including the following items – David Kelly: 

A. Consider approval of the April 19-20, 2012 Board meeting minutes. 

B. Consider excusing a Board member absence from the April 19-20, 2012 Board 
meeting. 

3. Provide opportunity for public comments – David Kelly. 

4. Discuss and consider investment matters, including the following items: 

A. Recognize TRS as Private Equity Internaitonal’s LP of the year and recognize 
Steve LeBlanc. 

B. Performance Review: First Quarter 2012 – Brady O’Connell and Steve Voss, 
Hewitt EnnisKnupp. 

C. Review Quarterly Portfolio Performance and Market Update – Britt Harris. 

D. Receive the report of the Investment Management Committee on its June 7, 2012 
meeting – Todd Barth. 

5. Receive the report of the Policy Committee on its June 7, 2012 meeting and consider 
related matters, including the following – Todd Barth: 
 
A. Consider amendments to the Soft Dollar Policy. 
 
B. Consider adoption of a customized Personal Financial Statement. 



 

2 

 

C. Consider making a fiduciary finding regarding business class travel. 

D. Consider adoption of amendments to Rule 41.4 relating the administration and 
processing of the return-to-work TRS-Care surcharge. 
 

6. Consider ratification of the Executive Director’s designation of additional key employees 
– Brian Guthrie. 
 

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

8. Receive an overview of the TRS Medical Board, introduce Medical Board members 
present at the Board meeting, and discuss their duties on the Medical Board – Marianne 
Woods Wiley. 

9. Receive an update on the legislatively-required Pension Benefit Design Study – Rebecca 
Merrill and Joseph Newton, Gabriel, Roeder, Smith and Co. 
 

NOTE:  Mr. Newton will be presenting the above item in the open meeting by videoconference 
from out of state.  All Board members attending the June 7-8, 2012 meeting will be physically 
present in Austin at the location specified for this meeting. 

10. Discuss and consider the following TRS-Care matters – Betsey Jones and William 
Hickman, Gabriel, Roeder, Smith and Company: 

A. Receive the report on the June 1, 2012 Retirees Advisory Committee.  

B. Adopt a vendor for fully-insured Medicare Advantage Plans for the retirees health 
benefits program (TRS-Care). 

C. Adopt premiums and plan design for fully-insured Medicare Advantage Plans for 
the retirees health benefits program (TRS-Care). 

D. Adopt premiums and plan design for Medicare Part D Employer Group Waiver 
Plans (EGWP) plus wrap for the retirees health benefits program (TRS-Care). 

E. Adopt premiums and plan design for TRS-Care 1, 2, and 3 under the retirees 
health benefits program (TRS-Care). 

F. Adopt total costs for each of the various options available under TRS-Care and 
the return-to-work health benefit surcharge to be paid by the employer of a 
reported retiree. 

11. Receive an update on the legislatively-required Retirees Health Benefits Program (TRS-
Care) study – Betsey Jones and William Hickman, Gabriel, Roeder, Smith and Co. 
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12. Receive a presentation on and discuss TRS and Capitol Complex facilities planning 
issues – Don Green and Jim Smith. 

13. Receive an update on and discuss the proposed Strategic Plan for FY 2013-2017 – Ken 
Welch, Don Green, and Jay LeBlanc. 

14. Review the report of the Budget Committee on its June 7, 2012 meeting, and consider 
adoption of related matters, including the following – Nanette Sissney and Don Green: 

A. Consider adoption of the proposed fiscal year 2013 pension trust fund 
administrative operations budget, general provisions, and resolution authorizing 
transfer of pension trust funds to the TRS expense account to cover the expenses 
approved under the fiscal year 2013 budget. 

B. Consider adoption of the proposed fiscal year 2013 administrative operations 
budgets and general provisions for the TRS health benefits funds (retired and 
active plans), including the optional long-term care insurance program. 

C. Consider adoption of the proposed fiscal year 2013 administrative operations 
budget and general provisions for the 403(b) company certification and 
investment product registration program. 

15. Receive an update on the development of the Legislative Appropriations Request for the 
2014-2015 Biennim – Don Green. 

16. Receive the report of the Risk Management Committee on its June 7, 2012 meeting – 
Eric McDonald. 

17. Receive the report of the Audit Committee on its June 8, 2012 meeting – Christopher 
Moss. 

18. Receive an update on the TEAM Program – Ken Welch, Amy Morgan, and Jay Masci, 
Provaliant. 

19. Discuss the performance evaluation of Gabriel, Roeder, Smith and Company as the 
provider of pension trust fund actuarial services and the provider of health benefits 
consulting services – Ken Welch and Betsey Jones.  

20. Receive a communications update, including the following items – Howard Goldman and 
Paul Ruggierri, University of North Texas (UNT) Survey Research Center: 

A. An update on TRS’ 75th anniversary. 

B. Report on the Member Satisfaction Survey. 

C. Screen the 2012 video value brochure, “A Great Value for All Texans.” 

21. Review the Benefit Services Statistics Report – Marianne Woods Wiley. 
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22. Review the report under § 825.314(b), Government Code, of expenditures that exceed the 
amount of operating expenses appropriated from the general revenue fund and are 
required to perform the fiduciary duties of the Board – Don Green 

23. Review and discuss the Deputy Director’s report on the following matters – Ken Welch: 
 
A. An update on potential future IRS rule changes affecting charter school 

participation in the TRS pension plan. 
 
B. An update on riders directing the use of appropriated funds. 

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

A. Receive an overview of agendas for the July 20, 2012 and September 13-14, 2012 
Board meetings. 

B. Retirement plan benefits and operations. 

C. Investment activity and operations. 

D. Health-benefit programs and operations. 

E. Administrative operations, including financial, audit, legal, staff services, and 
special projects. 

25. Review the report of the General Counsel on pending or contemplated litigation, 
including updates on the following: the Bank of America securities class action; other 
securities litigation; adversary proceedings related to a third-party bankruptcy; and 
litigation involving benefit-program contributions, retirement or death benefits, health-
benefit programs, and open records – Conni Brennan 

26. Consult with the Board's attorney in Executive Session on any item listed above 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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Teacher Retirement System of Texas 

 
Minutes of the Board of Trustees 
April 19-20, 2012 
 
The Board of Trustees of the Teacher Retirement System of Texas met on April 19, 2012, in the 
boardroom located on the fifth floor of the TRS East Building offices at 1000 Red River Street, 
Austin, Texas. The following people were present:  
 
Board trustees:       

David Kelly, Chair 
Todd Barth 
Karen Charleston 
Charlotte Clifton 
Eric McDonald 
Chris Moss 
Anita Palmer 
Nanette Sissney 
 

TRS executives and staff: 
Brian Guthrie, Executive Director  
Ken Welch, Deputy Director 
Amy Barrett, Chief Audit Executive 
Conni Brennan, General Counsel  
Howard Goldman, Director of Communications 
Don Green, Chief Financial Officer 
T. Britton Harris IV, Chief Investment Officer 
Jerry Albright, Deputy Chief Investment Officer 
Jase Auby, Chief Risk Officer 
Ashley Baum, Chief of Staff, Investment Management Division 
Michelle Bertram, Administrative Assistant, Communications 
Chi Chai, Senior Managing Director – Internal Public Markets 
Diana Ford, Intern, Communications 
Dan Herron, Communications Specialist 
Janis Hydak, Managing Director – Macro, Risk, Quant and Thematic Strategies 
Dan Junell, Secretary to the Board and Assistant General Counsel 
Eric Lang, Managing Director – Real Assets 
Lynn Lau, Assistant Secretary to the Board and Program Specialist 
Steve LeBlanc, Senior Managing Director – External Private Markets 
Denise Lopez, Assistant General Counsel 
Rebecca Merrill, Special Advisor to Executive Director and Manager of Special Projects 
Kirsten Morgan, Assistant General Counsel 
Hugh Ohn, Director of Investment Audit and Compliance 
Rhonda Price, Information Specialist 
Charmaine Skillman, Assistant General Counsel 
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Rebecca Smith, Assistant General Counsel 
      Sharon Toalson, Assistant to the Chief Investment Officer  
      Angela Vogeli, Assistant General Counsel 
 
Outside counsel, consultants, contractors, representatives of associations and organizations, and others: 

Dr. Keith Brown, Investment Advisor 
Steven Huff, Reinhart Boerner Van Deuren, Fiduciary Counsel 
Steve Voss, Hewitt EnnisKnupp, Investment Counsel 

      Craig teDuits, State Street 
Jeff Lambert, State Street 
Tom Rogers, Austin Retired Teachers Association Legislative Committee 
Tim Lee, Texas Retired Teachers Association 
Leroy DeHaven, Texas Retired Teachers Association 
John Grey, Texas State Teachers Association 
Ted Melina Raab, Texas AFT 
Curt Olson, Texas Budget Source 
Jim Baker, Unite Here 

 
Mr. Kelly called the meeting to order at 12:40 p.m. 

 
1. Call roll of Board members. 

 Ms. Lau called the roll. A quorum was present. Mr. Colonnetta was absent.  

2. Consider approval of the February 15-17, 2012 Board meeting minutes – David 
Kelly. 

On a motion by Mr. Barth, seconded by Ms. Sissney, the board unanimously approved 
the February 15-17, 2012 board minutes as presented by staff.  

3. Provide opportunity for public comments – David Kelly. 

Mr. Tom Rogers of Austin Retired Teachers Association commented that an increase in 
the state contribution to the actuarially required contribution (ARC) rate would put TRS into a 
fully funded status, assuming that the employee contribution stays at 6.4 percent. He stated that 
the state contribution has multiplier effects as it generates TRS benefit payments that are 
invested back in the state and local economies. He noted that an increase in the state contribution 
rate might allow an increase in retirees’ benefits, which would compensate for the loss of buying 
power over time. He requested that the board present those facts to the legislature for their 
consideration to increase the state contribution rate.  

Mr. Jim Baker of Unite Here presented a report relating to the Walton Street Real Estate 
Fund, which reported a significant loss of invested capital for limited partners invested in the 
fund. He opined that the acquisition and management fees involved in the transactions are 
inappropriate. He suggested that TRS investigate the fee arrangement in the limited partnership 
agreements with Walton Street. Mr. Kelly responded that TRS is a lead advocate and sponsor of 
the Institutional Limited Partners Association (ILPA) principles and pays close attention to those 
principles.  
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4. Discuss and consider investment matters, including the following items: 

A. Performance Review: Fourth Quarter 2011 – Brady O’Connell and Steve 
Voss, Hewitt EnnisKnupp. 

Mr. Voss of Hewitt EnnisKnupp (HEK) presented HEK’s performance review of the 
TRS portfolio for the fourth quarter of 2011. He reported that the total fund was up 3.8 percent in 
the quarter but modestly underperformed the benchmark by about 0.08 percent. He stated that 
certain alternative assets, including the directional hedge funds and private equity, were strong in 
the quarter, which added 6 basis points and 16 basis points, respectively. He attributed the 
underperformance in the quarter mainly to the performance of real assets, U.S. small cap equity, 
and non-U.S. developed and emerging markets.  He noted that 2011 was a very difficult year for 
conventional fundamental active managers and the S&P500 stocks.  He concluded that the 
ending market value was about $100.4 billion as of December 31, 2011 with $3.8 billion in 
earnings and $910 million in payouts. Mr. Voss presented the relative difference between the 
actual exposure to policy and the rebalancing ranges around those policy targets, which indicates 
that the portfolio was in compliance with the Investment Policy Statement (IPS). He noted a 1.85 
percent one-year return with the benchmark at 3.91 percent—an underperformance he attributed 
to the underweight in Treasury bonds in the third quarter. He also noted a 12 percent three-year 
return. He presented the allocation effect of the asset classes in the fourth-quarter and one-year 
periods. Responding to a question from Mr. Kelly regarding the cash flow effect, Mr. Voss stated 
that there were some movements during the third quarter but commented that it was difficult to 
quantify them with precision. He noted a slightly unusual cash flow effect and some fairly 
significant funding changes in the fourth quarter. 

  Mr. Voss presented the risk profile of the total fund in the three-year and five-year 
periods ending December 31, 2011, comparing it with about 66 public funds valued over $1 
billion. He noted that during the three-year period ending December 31, 2011 only six funds in 
this peer universe had generated a higher return with less risk than TRS did.  He said that 10 of 
64 portfolios in this particular universe were able to generate a higher return with less risk during 
the five-year period. Per Mr. Kelly’s request, HEK will include the same risk profile information 
in their quarterly reports in the future.  

B. Review Quarterly Portfolio Performance and market update – Britt Harris. 

Mr. Harris presented the quarterly portfolio performance review as of December 31, 
2011. He noted the positive impact of the enhanced diversification over the past five years. He 
stated that  the one-year performance ended with a negative return of -6 percent in global equities 
and a return of 17 percent in the Stable Value Portfolio, which tracked the behavior of the market 
environment. He stressed the importance for TRS, as a long-term operation, to stay calm during 
market decline. He profiled the current U.S. financial and economic environment with low 
interest rates, high unemployment rates, and slow economic recovery. He also discussed the 
economic situation in the European market led by Germany.  

Mr. Harris discussed the performance of long Treasury bonds in the past decade. 
Responding to a question from Mr. Kelly as to why the fund continues to keep long Treasury 
bonds in the portfolio despite its three percent projected return in the next 10 years, Mr. Harris 
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explained that the long Treasury allocation had been reduced by two percent recently and staff 
held them as they had been the only diversifier that would perform in the current market 
environment. He stated that staff would continue to evaluate the value of keeping them in the 
portfolio. Mr. Harris also discussed the outperformance and popularity of gold. Responding to a 
question from Dr. Brown, Mr. Harris confirmed that gold was currently kept in the Real Assets 
Portfolio, as a hedge against system risk. 

Mr. Harris attributed the underperformance in 2011 mainly to the 40 basis point loss 
relative to the benchmark in global equity and the overweight in both small cap stocks and 
emerging markets. He explained that the fund’s model had a credit spread component, which did 
not come down as expected because the economy did not expand rapidly enough and therefore 
the overweight of the small cap stocks did not receive the projected performance. He stated that 
the financial condition of the emerging markets was affected by the condition in the developed 
markets. He noted that, although the fund had a relatively high allocation in long Treasury bonds, 
the allocation was not high enough to match the benchmark.  

Mr. Harris stated that there was a $2 billion investment gain in 2011. He noted that the 
higher benefit payments and lower contributions in 2011 had caused the payout ratio to rise by 
about 1 percent from 2.5 percent to 3.5 percent. He commented that the payout ratio was still 
manageable but would not be so if it continued to rise. 

Mr. Harris presented the current market conditions in the U.S., China, and Europe.  He 
highlighted the significant events in 2011, including the U.S. debt ceiling debates, the good jobs 
report, and the European Long Term Refinancing Operation (LTRO). He also presented the risk 
signal update using the bubble monitor. Presenting the projected best ideas in the one-year and 
three-year periods, he noted that the credit strategy and the Residential Mortgage-Backed 
Securities (RMBS) had started to show success. He stated that staff would continue to hold those 
strategies until they reach their fair value. He discussed the equity valuations and the U.S. dollar 
versus the Japanese yen and euro. He also presented the GMO 7-year asset class return forecasts 
and the historical ability to produce eight percent investment return as of December 31, 2011.   

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

C. Investment activity and operations, including transition planning for the 
Investment Management Division. 

Mr. Guthrie announced that Mr. Steve LeBlanc had resigned from his position as Senior 
Managing Director of External Private Markets. He expressed his appreciation to Mr. LeBlanc 
for his contribution to the fund’s success. Mr. LeBlanc expressed his appreciation to the board 
and Mr. Harris for the opportunity to serve Texas public school employees. He highlighted the 
accomplishments of the Investment Management Division (IMD) in the last four years and also 
briefly mentioned the transition plan for his departure. Mr. Kelly acknowledged the goals Mr. 
LeBlanc had set and accomplished for the fund during his tenure.  

The board meeting was recessed at 5:30 p.m. on April 19, 2012. 
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The Board of Trustees of the Teacher Retirement System of Texas reconvened on April 
20, 2012 at 9:50 a.m. in the boardroom located on the fifth floor of the TRS East Building offices 
at 1000 Red River Street, Austin, Texas. The following people were present: 
Board trustees:       
 

David Kelly, Chair 
Todd Barth 
Karen Charleston 
Charlotte Clifton 
Eric McDonald 
Chris Moss 
Anita Palmer 
Nanette Sissney 
 

TRS executives and staff: 
Brian Guthrie, Executive Director  
Ken Welch, Deputy Director 
Amy Barrett, Chief Audit Executive 
Conni Brennan, General Counsel  
Howard Goldman, Director of Communications 
T. Britton Harris IV, Chief Investment Officer 
Jerry Albright, Deputy Chief Investment Officer 
Betsey Jones, Director of Health Care Policy and Administration 
Amy Morgan, Chief Information Officer 
Ray Spivey, Director of Governmental Relations 
Marianne Woods Wiley, Chief Benefit Officer 
Don Ballard, Assistant General Counsel 
Ashley Baum, Chief of Staff, Investment Management Division 
Mary Chang, Assistant General Counsel 
Chris Cutler, Director of Network Infrastructure and Support 
Juan Durán, Assistant General Counsel 
Cindy Haley, Team Leader of Financial Reporting 
Dan Herron, Communications Specialist 
Dan Junell, Secretary to the Board and Assistant General Counsel 
Lynn Lau, Assistant Secretary to the Board and Program Specialist 
Denise Lopez, Assistant General Counsel  
Rebecca Merrill, Special Advisor to the Executive Director and Manager of Special Projects 

      Jamie Michels, Manager – General Accounting 
Kirsten Morgan, Assistant General Counsel 
Hugh Ohn, Director of Investment Audit and Compliance 

      Charmaine Skillman, Assistant General Counsel 
Rebecca Smith, Assistant General Counsel  

      Tim Wei, Assistant General Counsel 
      Yimei Zhao, Team Leader for Health Benefit Finance and Special Projects 
 
Outside counsel, consultants, contractors, representatives of associations and organizations, and others: 

Steven Huff, Reinhart Boerner Van Deuren, Fiduciary Counsel 
Steve Voss, Hewitt EnnisKnupp, Investment Counsel 
Joe Newton, Gabriel, Roeder, Smith & Company, Actuary 
Carole Buchanan, Texas Retired Teachers Association 
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Leroy DeHaven, Texas Retired Teachers Association 
Tom Rogers, Austin Retired Teachers Association 
Tim Lee, Texas Retired Teachers Association 
John Grey, Texas State Teachers Association 
Ted Melina Raab, Texas AFT 
Ann Fickel, Texas Classroom Teachers Association 
Pat Del Rio, Aetna 
Rob Feud, Aetna 
Curt Olson, TX Budget Source 

      Janet Bray 
  
1. Call roll of board members. 

Ms. Lau called the roll. A quorum was present. Mr. Colonnetta was absent.  

Mr. Kelly introduced Janet Bray, the new Director of Human Resources, beginning May 
1, 2012. Ms. Bray provided a brief self-introduction. 

6. Provide an opportunity for public comment – David Kelly. 
 
 Mr. Leroy DeHaven of Texas Retired Teachers Association (TRTA) expressed his 
concern that the increase in salaries had only been given to employees of TRS but not the TRS 
retirees. He urged the board to closely monitor the spending and keep the trust fund as strong as 
possible so that retirees can receive an annuity increase soon. Mr. Kelly responded that TRS 
needs qualified investment professionals to produce returns and the board will continue to be 
careful in investing to achieve growth. He stated that it is his hope that at a certain point the 
legislature would consider a benefit increase for retirees.  
 
 Mr. Ted Melina Raab of Texas American Federation of Teachers (AFT), presented a 
letter to the board, which addresses the Texas AFT’s recommendations for evaluating scenarios 
under which the state contributions are sufficient to fund the pension and health care plans. He 
stated that by providing the recommendations Texas AFT intends to ensure that the policy 
makers have a comprehensive view on the effects of any changes that might be made to the plan 
design. He stated that the recommendations were also made with a goal to increase retirees’ 
benefits. Mr. Raab discussed some of the scenarios. Responding to a question from Mr. Kelly, 
Mr. Raab stated that active members might be amenable to an increase of their contribution rates 
if they see that the state is committed to do the same. Mr. Guthrie stated that TRS is not allowed 
to opine on what the active member contribution rate should be but can inform the legislature 
what contribution rate is required to have an actuarially sound system.  
 
 Mr. Tim Lee of TRTA provided a historical overview of the pension plan development in 
the private sector. He opined that the private corporation had embraced the defined contribution 
(DC) plan out of self-interest. He requested that TRS staff incorporate the recent history to note 
that TRS’ current defined benefit (DB) plan should be maintained, protected, and improved. Mr. 
Lee expressed his appreciation to the TRS board and leadership for the opportunities they 
provided to the members to express their opinions in the process.  
 
 Mr. Kelly announced that the board would take up agenda item 4C.  
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4. Discuss and consider investment matters, including the following items: 

C. Review the report of the Investment Management Committee on its April 19, 
2012 meeting – Todd Barth.  

Mr. Barth, Committee Chair, presented the following report of the Investment 
Management Committee:  
 

 An overview of the internal management team was 
presented during the Investment Management Committee meeting. 
First Chi Chai reviewed active management of the Internal Public 
Markets Portfolio, including the Global Best Ideas Portfolio. Next, 
Mohan Balachandran and Bernie Bozzelli presented the Internal 
Passive Portfolio. Lastly, Mr. Bozzelli reviewed the trade 
management group. 

D. Review the report of the Risk Management Committee on its April 19, 2012 
meeting – Eric McDonald. 

 
Mr. McDonald, Committee Chair, presented the following report of the Risk 

Management Committee: 
 

 The Risk Management Committee met on April 19, 2012. 
Mohan Balachandran and staff from State Street reviewed the 
annual performance of the Securities Lending Program. Next, Jase 
Auby reviewed the various risk measures, including asset 
allocation, tracking error and levels of leverage and derivative 
exposures. Lastly, Mr. Auby reviewed the fund uses of derivatives 
and the various investment types. 

5. Receive the report of the Policy Committee and consider proposed amendments to 
the following – Todd Barth: 

A. Key Employee Determinations adopted under Government Code Section 
825.212 and related financial disclosures.  

 
B. Employee Ethics Policy. 
 
C. Code of Ethics for Contractors. 
 
Mr. Barth, Committee Chair, presented the following report of the Policy Committee: 
 

The Policy Committee met on April 19, 2012.  After 
consideration of the December 2011 meeting minutes, staff 
presented proposed amendments to the key employee 
determinations. The committee recommended staff’s proposed 
revisions to the board with the additional provision that if the 
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Executive Director (ED) approves a supplemental key employee, 
the addition will be presented to the board for ratification at its 
next regular meeting.  An updated resolution incorporating the 
committee’s change has been placed before the board.   

The committee also discussed that in June it will consider 
recommending to the board amendments to the related financial 
disclosures.   

Staff then presented proposed amendments to the employee 
ethics policy.  The committee recommended board adoption of 
staff’s proposal with the amendment that the ED be required to 
notify the Internal Audit Committee chair when the ED grants 
approval under Section 8(b) of the policy for an employee subject 
to that section to advise, manage or oversee an investment function 
outside TRS. The committee further recommended amending the 
staff’s proposal to make clear that Section 8 applies not only to 
employment for compensation, but also to volunteer or 
uncompensated activity. Finally, the committee recommended 
amending the staff’s proposal to revise Section 8 of the policy to 
require the ED to provide notice to the Internal Audit Committee 
chair when the ED approves a third party’s payment of certain 
expenses related to an employee’s attendance at a business 
conference.  An updated resolution incorporating the committee’s 
changes has been presented to the board. 

Next, the committee discussed and recommended to the 
board proposed limited changes to the code of ethics for 
contractors.  Then the committee received a presentation on and 
discussed the soft dollar and commission sharing agreements.  The 
committee recommended that the board take up and adopt staff’s 
proposed amendments to the soft dollar policy at the board’s June 
meeting. 

After the soft dollar policy discussion, the committee 
received an overview of the Investment Management Division’s 
process and authority related to investment risk management.  
Then the committee received a presentation from Hewitt 
EnnisKnupp on the investment policy statement.  The discussion 
was in anticipation of possible IPS amendments for September.   

Finally, the committee received a presentation on the 
board’s general authority resolution, also known as the TRS 477.  
Staff presented a preview of amendments to the TRS 477 that staff 
would bring to the committee for consideration and 
recommendation at the committee’s June meeting. 
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On a motion by Mr. Barth, seconded by Ms. Sissney, the board unanimously adopted the 
following resolution amending the key employee list as recommended by the committee: 

 
Whereas, In accordance with Government Code Section 825.212 and 
the Employee Ethics Policy, as revised from time to time, the Board of 
Trustees of the Teacher Retirement System of Texas (the “Board”) has 
previously determined employees who exercise significant decision-
making or fiduciary authority (“key employees”); and  
 
Whereas, The Board desires to adopt the following determinations of 
key employees; now, therefore be it 
 
Resolved, That the following positions are determined to be key 
employees and their current and future incumbents subject to all 
applicable requirements for key employees:  
 

Title 
Executive Director 
Deputy Director 
Chief Investment Officer 
Deputy Chief Investment Officer 
Chief Benefit Officer 
Chief Financial Officer 
General Counsel 
Chief Audit Executive 
Chief Information Officer 
Deputy Chief Information Officer 
Director of Health Care Policy and 
Administration 
Manager of General Accounting 
Manager of Investment Accounting 

 
Further resolved, That all employees who hold a voting position on the 
Internal Investment Committee at any time during a reporting period are 
determined to be key employees subject to all applicable requirements 
for key employees; 
 
Further resolved, That all Investment Management Division employees 
who hold the working title of Director or higher during a reporting period 
are determined to be key employees and subject to all applicable 
requirements for key employees;  
 
Further resolved, That all employees who have authority to approve or 
execute securities trades in the TRS order management system during a 
reporting period are determined to be key employees and subject to all 
applicable requirements for key employees; 
  
Further resolved, That all employees who hold authority during a 
reporting period under the Board’s Authority Resolution (TRS 477) or 
Voucher Authority Resolution either through direct delegation from the 
Board or otherwise are determined to be key employees and subject to 
all applicable requirements for key employees;  
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Further resolved, That the Executive Director is authorized to 
designate, upon notice to the General Counsel, an employee not 
identified above to be a supplemental key employee if the Executive 
Director determines that it would be prudent for TRS to have the 
employee subject to the key employee requirements because of the 
influence the employee exercises, the nature of the employee’s job, the 
information to which the employee has access, or another appropriate 
reason; at the next meeting of the Board after any supplemental key 
employee designations, the Executive Director shall notify the Board of 
the designations for the Board to consider ratification of the 
designations;  
 
Further resolved, That the foregoing resolutions and all applicable key 
employee requirements are effective for the 2011 reporting year and 
shall remain effective until modified by the Board.   

On a motion by Mr. Barth, seconded by Mr. McDonald, the board unanimously adopted 
the following resolution amending the employee ethics policy as recommended by the 
committee: 

 
Whereas, In October 2009, the Board of Trustees of the Teacher 
Retirement System of Texas (the “Board”) adopted the Employee Ethics 
Policy; and 
 
Whereas, It is now necessary and prudent to adopt certain changes to 
the Employee Ethics Policy to conform it to the related and newly 
adopted Trustee Ethics Policy and to make certain other changes; and 
now, therefore be it  
 
Resolved, That the Board hereby (1) authorizes the staff to make any 
technical changes to the Employee Ethics Policy necessitated by the 
adoption of the Trustee Ethics Policy and (2) adopts the substantive 
revisions to the Employee Ethics Policy, as presented by the staff to the 
Policy Committee and amended by the Policy Committee. 
 

On a motion by Mr. Barth, seconded by Mr. Moss, the board unanimously adopted the 
following resolution amending the code of ethics for contractors as recommended by the 
committee: 

 
Whereas, In September 1994, the Board of Trustees of the Teacher 
Retirement System of Texas (the “Board”) adopted the Code of Ethics for 
Contractors (“Code”) and last revised it in September 2010; and 
 
Whereas, It is now necessary and prudent to adopt certain changes to 
the Code; and now, therefore be it  
 
Resolved, That the Board hereby adopts the substantive revisions to 
the Code, as presented by the staff to the Policy Committee. 
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7. Receive an update on the legislatively required Pension Benefit Design Study – 
Rebecca Merrill and Joseph Newton, Gabriel, Roeder, Smith & Company. 

  
Mr. Guthrie stated that two town hall meetings had been conducted in Austin via webcast 

and at Birdville ISD to discuss the Pension Benefit and TRS-Care studies. He stated that both 
meetings were a success in terms of providing information about the studies as well as getting 
feedback from the members in attendance about their concerns and what they would like the 
studies to address. He recapped that both studies are due September 1, 2012.  

 Ms. Merrill presented the background of the pension benefit design study, the 
constitutional parameters and the current plan provisions. Presenting the system design basics, 
she discussed the input risks and outcome risks under different plan designs. She stated that 
under DB plans, the contribution is split between the employer and the employees, and the 
employer (or the state) is responsible for securing the investment returns. She stated that the 
outcome risk would include replacement risk (the risk of generating adequate replacement 
income) and longevity risk (the risk that the member will outlive the retirement benefit). Under 
hybrid plans, she stated that the outcome risk is split between the employer and the employee 
where the employee is responsible for investing their DC contributions and generating a return 
from those contributions. Responding to a question from Ms. Sissney, Mr. Newton clarified that 
for the purpose of the study, the source of the contributions would not be specified as from the 
state or from the members as those constitutional requirements are decided by the state. He 
confirmed for Ms. Sissney that the 6 percent constitutional requirement would be kept in the 
study.  

Mr. Newton clarified that the employer in fact does not hold all the risk in a DB plan. He 
stated that the majority of the risk in a DB plan actually falls on the active employees. He used 
the healthcare costs and the pension plan design basics to explain the phenomenon. He stated that 
the first step is to identify both the risks and the one who is more qualified at managing those 
risks; second to ensure that the risk is managed efficiently; and then find a mechanism for 
handling those risks that may not be completely manageable. He stated that it would be difficult 
to have the complete picture based on one study and that GRS and TRS staff would continue to 
address all the issues and provide a good understanding of those different structures and how 
they allocate risks and what makes their costs different.  

 Mr. Newton explained the concepts of replacement income and replacement ratio. He 
stated that a retirement program should reach a replacement ratio of around 70 percent at the 
minimum to provide a sufficient replacement income that will allow retirees to maintain the 
same standard of living after retirement, though the program should always strive to reach higher 
than 70 percent. Responding to a question from Mr. Kelly on whether the study should include 
an analysis regarding people who retired a long time ago and whose replacement ratio had been 
significantly affected by cost of living increases, Mr. Newton confirmed that cost of living 
adjustment (COLA) would be included in the study to produce an accurate comparison. Further 
discussion followed regarding how other funds had resolved the issues regarding erosion of 
retirement benefits.  

 Mr. Newton illustrated some DB plan modifications that could be made to final average 
salary, the multiplier, and the minimum age. He explained their impact on retirement costs and 
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benefits. He stated that if those changes are made to the new hires only, the unfunded actuarial 
accrued liability (also known as unfunded liability or UAAL) will not be reduced because it only 
represents the current liability for the existing active members. He confirmed for Mr. Barth that 
the changes made to the new hires would lower the funding period and the cost on the new hires. 
He further explained the impact of the changes on the multiplier, salary averaging period, 
retirement eligibility, and member contribution rate on the cost of a new hire, replacement 
income, and replacement ratio. He stated that if those changes are made to all current active 
members, the unfunded liability will be affected by all the changes. He said the most substantial 
decrease to the UAAL would be generated by the change to the retirement eligibility, as it will 
delay the collection of retirement benefits for a few years. Ms. Sissney suggested that the study 
consider the impact of the retirement design on attracting people to become an educator, which 
she said is critical considering the rapid increase of the school student population in Texas. Mr. 
Newton also briefly discussed the matrix in the materials and the combination of the plan 
modifications.  

 Mr. Newton presented the assumptions used in comparing the current plan structure with 
illustrative alternative plan structures, including DB/DC hybrid, 100% pass-through cash balance 
plan, DC pooled funds, and DC self-directed plan. He noted that all of the design structures had 
been developed to provide a similar retirement benefit for a member retiring at age 62 with 32 
years of service (approximately 70 percent replacement ratio). He stated that the comparison 
between the current plan and the alternative plan structures would be based on the following 
assumptions: the salary for an individual would increase based on the assumptions used in the 
actuarial valuation; 8 percent investment return; self-directed DC accounts would earn 1.50 
percent less than the TRS DB trust, or 6.5 percent; a pooled DC plan would earn around 0.75 
percent less per year; self-directed accounts would annuitize at retirement at a 5 percent discount 
rate and a 10 percent load on mortality to illustrate a private insurer annuity contract. Mr. 
Newton presented the comparisons on the benefit, relative cost, and replacement ratio at age 60, 
62, and 65 by each plan structure. Mr. Newton also discussed each plan’s sensitivity to the 
investment returns and how the cost of the reduced investment returns would be borne in 
different structures. He addressed the cash balance provisions and noted that the provisions 
selected would depend on the goals of the program. For a teachers’ plan, he said, the goal would 
be to reach the highest retirement benefits. He further laid out the comparisons on the cash 
balance structures and their benefit, relative cost, and replacement ratio at age 60, 62, and 65, 
respectively. Responding to a question from Mr. Barth relating to the impact caused by changing 
the new hires’ contributing structure, Mr. Newton confirmed that switching to a new structure 
such as a cash balance plan, would take some time for the benefits to be realized because the 
system would still need to pay the current UAAL. He concurred with Mr. Barth that changing the 
new hires’ plan would probably require a separate trust fund. He further explained the scenarios 
of having two separate trust funds in one system.  

 Ms. Merrill highlighted the topics that would be addressed in June, including the 
diminishing value of replacement income and the impact of each structure on the current UAAL. 
Mr. Harris noted the importance of supporting all forms of savings in the study to help sustain 
members’ retirement benefits and being transparent and honest in conducting the study. He 
stated that IMD staff would assist in the process whenever needed. Per Mr. Kelly’s request, Mr. 
Guthrie stated that staff would provide an outline of the study for the board’s review prior to the 
June board meeting. 
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10. Receive the results of the most recent CEM Pension Administration Benchmarking 
study – Betsey Jones and Jan Hartford, CEM Benchmarking, Inc. 

 
Ms. Jones provided a brief background of the CEM pension administration benchmarking 

study. She said that the study focuses on pension benefit administration, excluding investments 
operation, and it also does not include the insurance programs. Ms. Jones noted that Mr. Guthrie 
would be a presenter on a panel about TEAM at the annual conference conducted by CEM for all 
pension systems.  

 
Ms. Hartford of CEM provided the results of the FY 2011 study. She stated that TRS’ 

total pension administrative cost per active and annuitant was $31—the second lowest cost 
system among all North American and European funds which are DB plans. She reported that 
TRS’ total pension administration cost was $35.8 million. Excluding a one-time adjustment of 
$4.5 million for a technology project that was made in 2011, she said, the cost per member 
would be reduced to $27. She noted a significant cost increase by 9 percent between 2008 and 
2011, compared with the 0.5 percent average cost increase among the peers. She stated that the 
primary reason for the increased cost was TRS’ higher IT/IS spending. Overall, she said, TRS’ 
costs were still well below the peer average.  

 
Ms. Hartford explained CEM’s new cost model and the main contributors to TRS’ low 

administrative costs. She noted TRS’ economies of scale advantage with 150 percent more 
members than the peers and TRS’ lower transactions per members. She also noted that one-on-
one counseling sessions—a very costly service—were 70 percent lower than other systems, 
which helped to lower the overall cost. She stated that the higher transactions per FTE, with 2.34 
FTEs per 10,000 members, compared to a peer average of 6.33 FTEs, also contributed to the low 
administration costs. She noted that the higher costs per FTE did increase the total cost by $4 per 
member relative to the peer average. Other contributors, she noted, included the lower third-party 
costs and back-office activities (governance and financial control, major projects, IT strategy and 
actuarial, legal and audit). Responding to a comment from Mr. Kelly, Ms. Hartford confirmed 
that using third-party contractors usually would drive up the cost.  

 
Ms. Hartford summarized the study results on the service from the members’ perspective 

in terms of turnaround times, availability, choices, and quality. She stated that TRS’ total score 
was 70 out of 100. She noted the biggest potential improvements were related to the call center. 
She stated that the poor score was mainly because of lack of performance measurement. She 
noted for Mr. Barth that the wait time was 296 seconds, compared with the peer average of 90 
seconds and the perfect score was 20 seconds or less. Ms. Woods Wiley noted a few significant 
events in January and February that had increased the call volumes, including informing all 
members about federal medical reimbursement, new tax tables, increase of retirements, and 
legislative session. She stated that a meeting had been scheduled to meet with Mr. Guthrie, Mr. 
Welch, and Mr. Green to discuss further actions to improve the call center service. Per Mr. 
Barth’s request, staff would report back to the board the progress in improving the situation. Ms. 
Hartford stated that the service score can also be improved by increasing the number of 
transactions completed on the website and lowering the number of attendees per presentation 
given to members.  
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Ms. Hartford concluded that TRS’ total service score remained stable between 2008 and 
2011, though changes could be seen in increased web capability, improved pension inception 
processing, and higher percentage of undesired call outcomes. She stated that the overall service 
was moving online. Mr. Guthrie noted that TRS had made a commitment to provide additional 
resources to manage the trust more effectively. He stated that in order to have a solid foundation 
on the pension administration side, TRS would need to start with the technology upgrade. Ms. 
Sissney noted that the member survey would be a good tool to guide the system in areas that 
need improvement. Ms. Palmer also shared her experience in dialing the general number and 
attending presentations in her local area.  

8. Receive the report of the Budget Committee on its April 19, 2012 meeting – Nanette 
Sissney. 
  
Ms. Sissney, Committee Chair, presented the following report of the Budget Committee: 

The Budget Committee met at 2:34 p.m. on Thursday, 
April 19, 2012.  The first item of business was approval of the 
minutes of the June 16, 2011 Budget Committee meeting. 

For the first agenda item, Don Green, Chief Financial 
Officer, provided a brief history of budget information for fiscal 
years 2007 through 2011.  During that time benefit costs per 
member was less than $25, except for our technology project, 
which was expensed as a one-time adjustment in 2011. Tables 
providing expense category details for benefit operations and 
investment operations from 2007 through 2011 were presented, 
including administrative expenses paid from soft dollars in the 
State Street/TRS partnership account. Mr. Green presented charts 
analyzing FTE growth in the agency from 427 in fiscal year (FY) 
2007 to 475 in fiscal year FY 2011, and indicated the changes were 
largely attributable to the addition of investment resources.  In 
each year the actual FTEs remained consistently below those 
authorized ranging from 412 in FY 2007 to 463 in FY 2011. 
Expense category detail for the same years in the TRS-Care, TRS-
ActiveCare and 403(b) certification programs were also presented.  
To conclude the presentation Mr. Green provided charts 
highlighting membership growth, net assets held in trust, as well as 
work load measures such as refunds, retirements and claims 
processed. 

Next Mr. Green provided a brief update on the 
administrative operations budget for FY 2012 through the first six 
months ending February 29, 2012.  Mr. Green indicated with 50 
percent of the year complete, approximately 55 percent of the 
budgeted funds from the pension trust fund were remaining, 
excluding the payments made in January to cover cost associated 
with the performance incentive compensation program. Barring 
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unforeseen circumstances, funding should be sufficient to cover 
anticipated expenses for the remainder of the year.  Mr. Green 
indicated the agency will remain below the FTE cap, although 
work load associated with increased retirements, the pension and 
insurance program studies, open records requests, and the TEAM 
project had begun to impact resources as evidenced by the 
accumulation of overtime balances. 

At the request of the committee, Mr. Green will bring back 
further information on mission critical travel, which was an item in 
that same agenda number. 

For the next agenda item, Mr. Green gave a high-level 
overview of the proposed administrative operating budget and 
general provisions for FY 2013.  Budget and authorized FTEs will 
be nearly identical to the amounts provided in FY 2012 with the 
exception of approximately 3 million in additional funding 
associated with the performance incentive plan and 1.6 million 
associated with the TEAM project. 

Mr. Green noted that the LBB has authorized three 
additional FTEs associated with TEAM and that any unexpended 
balances from FY 2012 TEAM budgets will be carried forward for 
the same purpose for FY 2013.  The complete details of FY 2013 
operating budget will be brought to the board for approval at the 
June meeting. 

In the final agenda item, Mr. Green presented a time line 
related to the submission of the FY 2014-15 legislative 
appropriation request (LAR) to the Legislative Budget Board and 
the Governor’s office.  Mr. Green indicated the staff will be 
bringing the FY 2014-2015 LAR to the board in June for final 
approval. 

9. Receive an update on the development of the Legislative Appropriations Request for 
the 2014-2015 Biennium – Don Green. 

 
Mr. Green provided an update on the development of the Legislative Appropriations 

Request (LAR). He stated that staff would propose the state contribution rate to be at 6.4 percent. 
Board members in general concurred with the proposed rate. Board members had a general 
discussion relating to staff’s proposal and how to address the issues relating to the solvency of 
the pension fund and the TRS-Care fund, the unfunded liability, and how the pension benefit 
design study would come into play. Mr. Guthrie confirmed for Mr. McDonald that the 
preliminary indications show that the alternative pension plan structures would cost more than 
TRS’ current DB plan structure. In response to Mr. Kelly’s request, Mr. Green stated that staff 
would present supporting materials to the board for the June meeting that would include detailed 
information regarding the unfunded contribution. Responding to a suggestion from Mr. Moss 
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regarding gaining funding in TRS-Care on the exceptional items, Mr. Green stated that there 
were other ways to address the funding issues of TRS-Care other than increasing the state 
contribution rate, and staff would present some alternatives to the board at the June board 
meeting. Mr. Guthrie stated that the results of the TRS-Care study would come into play in 
resolving the funding issue. He noted that the goal of the study was to identify alternatives to 
make the current program sustainable beyond 2014. Ms. Clifton noted that the system would 
continue to serve both the retired and active members without sacrificing the benefits of either 
group. Mr. Green stated that staff would continue communicating with both sides of the 
membership in regards to the funding issues.  

 
Continuing his presentation, Mr. Green stated that the LAR would also request additional 

staff to support the impact on benefit administration, re-evaluate capital projects deferred and 
reduced in the 2012-2013 biennium, and sustain program funding and FTEs as set forth in the 
project management plan for TEAM. Mr. Green provided details on some capital projects, 
including the TRS building repairs, renovations, and safety maintenance. 

11. Consider renewal of Dr. Alice Cox’s Medical Board service contract – Marianne 
Woods Wiley. 

Ms. Woods Wiley provided a brief background on the Medical Board and explained the 
board members’ terms and duties. She stated that Dr. Alice Dilling Cox’s contract would expire 
on August 31, 2012 and staff recommended that the board reappoint her to the Medical Board for 
another six-year term. She provided Dr. Cox’s credentials. Per Ms. Charleston’s request, staff 
would invite the Medical Board members to attend the next board meeting.  

On a motion by Ms. Sissney, seconded by Mr. Barth, the board unanimously adopted the 
following resolution to reappoint Dr. Cox to the TRS Medical Board for a term of six years: 
 

Whereas, The Board of Trustees (“Board”) of the Teacher Retirement 
System of Texas (“TRS”) appoints as members of the TRS Medical Board 
three physicians licensed in Texas who are in good standing with the 
medical profession, pursuant to §825.204, Tex. Gov’t Code, and the 
Bylaws of the Board, article 1.8(s); 
 
Wh e re a s , TRS Rule § 51.1(c) provides that members of the Medical 
Board shall be paid, as independent contractors, fees and expenses in 
accordance with contracts negotiated by the executive director or his 
designee subject to the applicable resolutions, policies, and annual 
budget adopted by the Board of Trustees;  

 
Whereas, The appointed term of one currently-serving member expires 
on August 31, 2012; and 
 
Whereas, The Board wishes to appoint a member to the TRS Medical 
Board beginning September 1, 2012 for a six-year term and confirm the 
Executive Director’s authority to enter into contracts, including 
amendments, with the appointed members of the TRS Medical Board, 
subject to the term of the appointment specified by the Board; now, 
therefore be it 
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Re s o lve d , That the Board  hereby appoints Dr. Alice Dilling Cox to the 
TRS Medical Board for a term of six years beginning September 1, 2012.  

 
Re s o lve d , That under TRS Rule § 51.1(c) the Executive Director or his 
designee shall negotiate all terms of the Medical Board members’ 
contracts, including the independent contractor duties, responsibilities, 
fee amounts and structure in accordance with the annual budget, and 
term of the agreement, as well as amendments; and 

 
Re s o lve d , That the Executive Director may not alter the length and 
commencement date of the appointed term of any TRS Medical Board 
member, which are set by the Board.   

12. Review the report of the Audit Committee on its April 20, 2012 meeting – 
Christopher Moss. 
 
Mr. Moss, Committee Chair, presented the following report of the Audit Committee: 

  The Audit Committee met at 8:00 a.m. on Friday, April 20, 
2012, in Room 345E.  The State Auditor provided a report on the 
roles and responsibilities of the State Auditor’s office.  A 
representative from Sagebrush Solutions presented the results of 
the audit of the TRS-Care service providers. Internal Audit staff 
presented the results of four projects in the areas of benefits 
testing, building security, investment accounting and investment 
policy compliance.  They also reported on the status of outstanding 
recommendations.  Internal Audit staff presented the plan for 
conducting the reporting entity study in quarterly reports. 

Per Mr. Kelly’s request, Mr. Moss also provided an update on the oversight of the TEAM 
implementation.  

13. Receive a communications update, including an update on plans for celebration of 
TRS’ 75th anniversary – Howard Goldman. 
 
Mr. Welch provided a communications update on behalf of Mr. Goldman. He stated that 

the utilization of the social media sites continued to grow, including Facebook, YouTube, 
Twitter and LindedIn. He stated that the registration outreach continued to make good progress. 
He also gave an update on staff’s progress on planning the 75th anniversary celebration.  
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14. Discuss Board operational matters, including – Brian Guthrie: 

A. Staff’s recommendation regarding the structure and use of committees in 
accomplishing Board business. 

B. Review outlines of the draft June and July Board meeting agendas. 

C. The possible transition to electronic Board books.  

Mr. Guthrie discussed the board operational matters concurrently. He recapped the 
discussion relating to changing the structure of board committees at the February board meeting. 
The board members shared their opinions and discussed different alternatives for the committee 
structure. Mr. McDonald, Mr. Kelly, Mr. Moss, and Ms. Sissney opined that they were 
comfortable with the existing structure.  

Mr. Guthrie presented the agenda items for the June and July board and committee 
meetings. Responding to a question from Ms. Sissney regarding the agenda item in July relating 
to the fiduciary counsel selection, Ms. Brennan explained the selection process.  

Mr. Guthrie recapped the discussion of utilizing electronic board materials at the meeting. 
Per Ms. Sissney’s request, staff will provide the materials in both electronic and paper formats 
for the June meeting. Board members also concurred with Mr. Guthrie’s idea of making the 
paper format an option for board members to opt out if they prefer to receive materials in 
electronic format only. Mr. Guthrie then responded to the board members’ questions on the 
technical side of using the electronic materials. 

15. Review the report of the Chief Benefit Officer, and consider related matters – 
Marianne Woods Wiley: 

A. Approve members qualified for retirement. 

Ms. Woods Wiley presented the list of members and beneficiaries receiving initial benefit 
payments during the period from December 1, 2011 through February 29, 2012. She referred the 
board to the detailed list of payments made available for their review.  

On a motion by Mr. Moss, seconded by Ms. Clifton, the board unanimously approved the 
list of members and beneficiaries who qualified for retirement, disability, DROP, PLSO, 
survivor, or death benefits initiated during the period from December 1, 2011 through February 
29, 2012.  

B. Review report of status of retired payroll. 

Ms. Woods Wiley reported on the status of the aggregated retired payroll comparing the 
last month of fiscal year 2011 (August 2011) with September 2011 through February 2012, with 
a detailed monthly payroll report for February 2012.  
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C. Approve minutes of Medical Board meetings. 

Ms. Woods Wiley presented the minutes of the November 8, 2011 and January 10, 2012 
Medical Board meetings. On a motion by Ms. Sissney, seconded by Mr. Moss, the board 
approved the minutes of the Medical Board meetings as presented, thereby ratifying the actions 
of the Medical Board reflected in those minutes.  

16. Review the report of the Chief Financial Officer under § 825.314(b), Government 
Code, of expenditures that exceed the amount of operating expenses appropriated 
from the general revenue fund and are required to perform the fiduciary duties of 
the Board – Don Green. 

Pursuant to section 825.314(b) of the Government Code, Mr. Green presented a report of 
the expenditures paid during the months of January and February 2012 that were required to 
perform the fiduciary duties of the board. He reported the pension trust fund disbursed a total of 
approximately $41.9 million for the fiscal year as of the end of February 2012, which was lower 
than the approximately $45.5 million last year as of February 28, 2011. He noted that the 
significant items included the performance incentive payments.  

17. Review the report of the Deputy Director, including an update on potential future 
IRS rule changes affecting charter school participation in the TRS pension plan and 
an update on the TEAM Program – Ken Welch. 
 
Mr. Welch provided a brief update on the TEAM program. He stated that staff had 

completed the high level requirements for the financial system and would have demos of certain 
products. He stated that after speaking with various vendors, staff had decided that it would be 
more efficient to combine the data assessment and data management and conditioning through a 
common procurement. He stated that staff was in the process of gathering requirements for the 
line of business solutions, which would be the basis for the request for oversight (RFO) for the 
line of business (LOB). He also stated that the Enterprise Risk Management led by Jay LeBlanc 
had started reviewing different components of TEAM and preparing a risk inventory and a 
monitoring process on the implementation. He stated that Mr. LeBlanc would give a presentation 
at the June board meeting on the monitoring process.  

 
Mr. Welch stated that pursuant to an IRS proposal to establish new standards for 

determining whether a retirement plan is a “governmental” plan, an issue has arisen regarding 
whether the charter schools, whose members are allowed to participate in TRS under Texas law, 
meet the guidelines of being a governmental entity. He stated that TRS would monitor 
developments carefully and keep the board apprised of how IRS addresses issues relating to the 
charter school status.  
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18. Review and discuss the Executive Director's report on the following matters – Brian 
Guthrie: 

A. Provide an overview of the selection process for fiduciary counsel. 

B. Provide an update on the National Council on Teacher Retirement 
Legislative Committee. 
 

C. Investment activity and operations, including transition planning for the 
Investment Management Division. 
 

D. Retirement plan benefits and operations. 
E. Health-benefit programs and operations. 

 
F. Administrative operations, including financial, audit, legal, and staff services 

and special projects, including riders directing the use of appropriated funds. 
 

G. Member communications. 
 
Mr. Guthrie provided an update on the Legislative Committee of the National Council on 

Teacher Retirement (NCTR) meeting he attended with Mr. Welch and Mr. Spivey. He 
summarized the key issues relating to the new IRS plan qualification standards, which were 
discussed at the NCTR meeting.  

 
Mr. Guthrie presented the new Employment After Retirement Manual, as part of the 

efforts to simplify the members’ literature. He confirmed for Mr. Kelly that the manual was 
available online as an electronic publication and the goal is to make it a more interactive 
document.  

 
Mr. Guthrie informed the board that staff had made a non-substantive change to a typo in 

the mission statement adopted in February. 
 
 Mr. Guthrie provided an update on the space study of TRS’ building facilities. He 

informed the board that there was a plan to build affordable housing at the location across from 
TRS’ west building, which had drawn attention as it may affect the state’s master plan for 
developing the capitol complex. He also provided a brief introduction of the capitol complex 
development plan that was conducted by the State Facilities Commission (SFC). He stated that 
staff would provide a presentation at the June meeting to provide the board more details 
regarding the potential of partnering with the SFC in terms of space planning and in the context 
of the LAR. Mr. Guthrie also noted that IMD would present the transition plan for Mr. Steve 
LeBlanc’s departure at the June board meeting.  
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19. Review the report of the General Counsel on pending or contemplated litigation, 
including updates on the following: the Bank of America securities class action; the 
Countrywide securities litigation; the Tyco securities litigation, other securities 
litigation; litigation involving fiduciary duties related to investments; and litigation 
involving benefit-program contributions, retirement benefits, health-benefit 
programs, and open records – Conni Brennan 

 
 Ms. Brennan referred board members to the confidential report included in the materials 
presented to the board. The board members had no questions about the litigation report and other 
related materials.  
 
 The meeting was adjourned at 3:00 p.m. 



 



 
 
 
 
 
 
May 29, 2012 
 
 
MEMORANDUM 
 
 
 
TO:  Board of Trustees 
 
FROM: Brian Guthrie 
 
SUBJECT: Consideration of Board Members’ Absence from April 19 – 20, 2012, 

Board Meeting. 
 
 
Board member absences may be excused by majority vote of the Board.  Joe Colonnetta 
was unable to attend the Board meeting on April 19 – 20, 2012. 
 
mn 
 
 
 
 
 
 
 
 



 



 
June 7-8, 2012 

BOARD OF TRUSTEES RESOLUTION 

 

Resolved, That the Board of Trustees hereby adopts the amended Soft Dollar Policy, as presented 
to the Policy Committee on April 19, 2012 and recommended for adoption by the Policy 
Committee, with the recommended version of the Soft Dollar Policy, to be effective as of today’s 
date, June __, 2012: 

Resolved, That the amended Soft Dollar Policy adopted effective as of June __, 2012, supersedes 
in all respects all prior versions of the policy. 



 



 

 
 

 

SOFT DOLLAR POLICY 
(rev. June  __, 2012) 

1. Introduction 

The Board hereby approves the expenditure of soft dollars (including cash held in a commission sharing 
account pursuant to commission sharing arrangements) based on this Policy. 

In this Policy, (a) “soft dollars” refers to the use of a credited portion of brokerage commissions incurred 
for securities or futures trade execution to obtain goods, services, or research through a securities or 
futures broker or futures commission merchant (each, a “broker”), and (b) “commission sharing 
arrangements” (“CSAs”) refers to the use of a cash account managed by a TRS custodian or broker 
which is funded by an executing securities or futures broker sharing a portion of securities and/or futures 
trading commissions with such custodian or broker so that such custodian or broker may obtain, at TRS’ 
instruction, investment research services from such broker or custodian, an executing broker and/or 
other third parties. 

Fiduciary prudence requires that TRS investment staff, when deciding whether to use soft dollars or 
CSAs, must determine in good faith that the commissions that will be incurred are reasonable in light of 
the value of the goods, services, and research (as applicable) that will be received under the arrangement 
and that TRS will realize its benefits.  The generation of any soft dollars or CSA credits shall be 
incidential to the securities and futures transactions originating such amounts 

2. General Principles 

2.1. Background.  Section 28(e) of the Securities and Exchange Act of 1934 (“Section 28(e)”) 
provides a “safe harbor” for fiduciary investment advisers who incur higher commissions for 
discretionary client accounts they manage in order to receive brokerage and research services that may or 
may not benefit those clients.  Since Section 28(e) is a safe harbor, it cannot be violated.  Although TRS 
is not an investment adviser having clients and does not manage accounts for others, it must still take 
care to receive best value and execution when trading securities and futures.  Thus, Section 28(e) and 
SEC releases and publications under Section 28(e) can provide useful guidance for TRS soft dollar 
arrangements and CSAs (see also Section 3.1(b)). 

2.2. General Principles.  Research, goods and services acquired using soft dollars and CSA credits 
must support the investment decision-making function of TRS.  Research, goods and services may be 
provided by the soft dollar broker, another broker or by a third party compensated by the soft dollar 
broker.  If the research, goods and services are provided by a third party, a TRS broker must be the 
primary payment obligor.  Section 28(e) guidance refers to “brokerage and research services” as 
qualifying for the safe harbor.  Under Section 28(e)(3), brokerage and research services generally 
includes (see also Section 3.2): 
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a. Analysis and advice, either directly or through publications or writings, as to the value of 
securities, the advisability of investing in or purchasing or selling securities, or the 
availability of securities or purchasers or sellers of securities; 

b. Analyses and reports concerning issuers, industries, securities, economic factors and 
trends, portfolio strategy and the performance of accounts; or 

c. Services affecting securities transactions and performing functions pertaining to 
securities transactions (such as clearance, settlement and custody) or required in 
connection with securities transactions by rules of the SEC or a self-regulatory 
organization such as a stock exchange. 

3. SOFT DOLLAR & CSA GUIDELINES 

3.1. Requirements 

a. Soft dollar and CSA acquisitions must be budgeted in separate items in an addendum to 
the TRS annual budget or in a budget amendment adopted by the Board of Trustees, 
unless the Board provides otherwise by resolution. 

b. In determining what goods and services or research should be acquired by TRS using soft 
dollars or CSA arrangements, the investment staff shall be mindful of SEC releases and 
guidelines issued by the SEC under Section 28(e).  TRS Legal Services will assist the 
investment staff in analyzing specific questions regarding industry practices and SEC 
guidelines.  Departures from the SEC guidelines with respect to soft dollars and CSAs 
from securities transactions are permitted only when they are consistent with TRS 
fiduciary requirements, applicable law, and TRS policies and procedures.  In addition, 
TRS will use the SEC releases and guidelines relating to Section 28(e) with respect to 
expenditures of soft dollars and CSAs from securities transactions as if such guidance 
applied to soft dollars and CSAs from futures transactions, with any appropriate 
adjustments.   

c. Trades may not be created solely to generate soft dollar credits or CSA rebates. 

d. Best trade execution must not be sacrificed.  Investment staff must use its best efforts to 
ensure that all TRS transactions are executed in such a manner that the total cost or 
proceeds (including market impact costs and the value of any research to be acquired) in 
each transaction is the most favorable under the circumstances and benefits TRS 
exclusively.  In placing trades with brokers, investment staff shall match the trade to the 
broker, taking into account trade characteristics, the full range and quality of the broker’s 
services, including but not limited to the broker’s execution capabilities, the value of the 
research, services or goods to be acquired (if any), commission rate, financial 
responsibility, and responsiveness to TRS. 

e. Soft dollar arrangements will be documented and approved in accordance with policies, 
guidelines and procedures approved by the Executive Director or his designee.  CSA 
allocations and disbursements for research shall be made in accordance with internal 
guidelines and procedures approved by the Chief Financial Officer (or, in the absence of 
the CFO, the Executive Director or his designee).  The investment staff shall provide 
copies of the internal guidelines and procedures for soft dollars and CSAs to the Board as 
part of TRS’s annual budget process. 
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f. To the extent feasible and not inconsistent with the status of a soft dollar broker as the 
provider of the research, goods, or services, any acquisition using soft dollar credits for 
which TRS normally employs competitive procedures will be handled using the 
procedures that will ensure that TRS will obtain best value, taking all factors into account, 
including trade execution.  The investment staff shall use reasonable procedures when 
acquiring research using CSA balance disbursements to ensure that TRS obtains best 
value, taking all factors into account, including trade execution. 

g. Except as required or permitted by other TRS policies, guidelines or procedures, all soft 
dollar and CSA contracts shall be established in writing and reviewed by TRS Legal 
Services prior to execution 

3.2. Examples of Eligible Research, Goods and Services 

Notwithstanding any other provision of this Policy, CSA cash balances and Soft dollar credits may be 
expended for any eligible research, goods, or services under this Policy. 

a. Investment Research:  furnished either directly by a broker’s investment research 
department, through subscription-based publications, or by an independent research or 
advisory firm; includes advice as to the value of securities or futures; the advisability of 
investing in, purchasing or selling securities or futures; the availability of securities or 
futures or purchasers or sellers of securities or futures; and analyses and reports 
concerning issuers, industries, securities, futures, economic factors and trends, portfolio 
strategy, and portfolio performance. 

b. Data Services, Magazines, Journals, Reference Materials:  subscriptions to electronic 
data feeds, exchanges, data services, databases, magazines (including popular magazines 
relevant to securities analysis), professional journals and reference materials. 

c. Seminars/Conferences:  fee-paid attendance at investment seminars or conferences and 
other fees or study materials for investment staff, provided, that soft dollars may not be 
used for travel and lodging. 

d. Portfolio Management Assistance, Professional Services, and Institutional 
Memberships:  third-party services or institutional memberships that support TRS 
investment processes and portfolio management by providing TRS with direct advice, 
assistance or support, including without limitation pricing or valuation services and 
performance measurement services. 

e. Information Systems:  communications equipment or access (including high bandwidth 
services) that supports the investment decision-making process or portfolio management, 
including trading and investment accounting systems. 

f. Any other items useful in aiding in the investment decision-making process. 

3.3. Annual Soft Dollar and CSA Budget 

a. Annual Budget:  An annual soft dollar and CSA budget will be developed and presented 
to the Board for approval with the TRS annual fiscal operating budget.  The budget will 
include all anticipated uses of commissions to acquire research, goods and services 
during the following fiscal year.  Soft dollar uses shall be stated separately from CSA 
uses in the annual budget.  The CSA budget line item may aggregate the total estimated 
amount to be expended for research during the applicable fiscal year. 
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b. Value Comparisons:  Whenever feasible and appropriate, the soft dollar budget will 
include a comparison of the soft dollar price relative to a non-soft dollar price for all 
goods and services. 

c. Soft Dollar and CSA Credit and Debit Balances:  Soft dollar credit and debit balances 
may be maintained with each soft dollar broker with whom TRS has an on-going 
relationship to allow the TRS trading desk to operate without unnecessary constraints.  
Credit balances may be used as needed in accordance with the annual soft dollar budget.  
Only one CSA account may be established to hold cash rebates received pursuant to a 
commission sharing arrangement and to expend funds for investment research authorized 
in accordance with this Policy.  No other funds may be commingled with the CSA funds 
in the CSA account, nor may such funds be used for any other purpose. 

d. Soft Dollar Internal Accounting & Control:  Soft dollar expenditures will be made 
under the same general internal controls as operating budget expenditures.  A Soft Dollar 
Approval form, and Purchase and Expenditure Authorization (form TRS 146), signed by 
the Chief Investment Officer, or his designee and the appropriate Managing Director in 
the Investment Division, will be forwarded to the TRS General Accounting Department.  
The appropriate person in the General Accounting Department will issue a purchase order 
that will be the broker’s authorization to provide and pay for the goods and services for 
the benefit of TRS.  The soft dollar broker will forward copies of invoices for the goods 
and services acquired and a monthly statement of account including commissions 
received, expenditures made for the benefit of TRS and the commission allocations 
balance to the Investment Division. 

e. Reporting and Disclosure:  The custodian of the CSA account or an authorized TRS 
broker shall deliver monthly and annual statements to the Investment Division and the 
Investment Accounting group indicating the account balance, deposits and disbursements 
since the last statement, and an aging report of past-due deposits.  A report of 
expenditures for goods and services will be included with all financial and budget 
information presented to the Board.  The Comprehensive Annual Financial Report will 
disclose fiscal year soft dollar and CSA expenditures. 



 

 
 

 

 

SOFT DOLLAR POLICY 
(rev. December 9, 2010April __, 2012) 

1.  Introduction 

The Board hereby approves the expenditure of soft dollars (including cash held in a commission sharing 
account pursuant to commission sharing arrangements) based on this Policy. 

In this Policy, (a) “soft dollars” refers to the use of a credited portion of brokerage commissions incurred 
for securities or futures trade execution to obtain goods, services, or research through a securities or 
futures broker, or futures commission merchant (each, a “broker”), and (b)“) “commission sharing 
arrangements” (“CSA’sCSAs”) refers to the use of a cash account managed by a TRS custodian andor 
broker which is funded by partial cash rebatesan executing securities or futures broker sharing a portion 
of brokeragesecurities and/or futures trading commissions towith such custodian or broker so that such 
custodian or broker may obtain, at TRS’ instruction, investment research services from such broker or 
custodian, an executing broker and/or other third parties.   

Fiduciary prudence requires that TRS investment staff, when deciding whether to use soft dollars or 
CSA’sCSAs, must determine in good faith that the commissions that will be incurred are reasonable in 
light of the value of the goods, services, and research (as applicable) that will be received under the 
arrangement and that TRS will realize its benefits.  The generation of any soft dollars or CSA credits 
shall be incidential to the securities and futures transactions originating such amounts 

2.  General Principles 

2.1. 2.1. Background.  Section 28(e) of the Securities and Exchange Act of 1934 ("(“Section 
28(e)"))”) provides a "“safe harbor"” for fiduciary investment advisers who incur higher commissions 
for discretionary client accounts they manage in order to receive brokerage and research services that 
may or may not benefit those clients.  Since Section 28(e) is a safe harbor, it cannot be violated.  
Although TRS is not an investment adviser having clients and does not manage accounts for others, it 
must still take care to receive best value and execution when trading securities and futures.  Thus, 
Section 28(e) and SEC releases and publications under Section 28(e) can provide useful guidance for 
TRS soft dollar arrangements and CSAs.  (see also Section 3.1(b)). 

2.2. 2.2. General Principles.  Research, goods and services acquired using soft dollars and CSA 
credits must support the investment decision-making function of TRS.  Research, goods and services 
may be provided by the soft dollar broker, another broker or by a third party compensated by the soft 
dollar broker.  If the research, goods and services are provided by a third party, thea TRS broker must be 
the primary payment obligor.  Section 28(e) guidance refers to "“brokerage and research" services” as 
qualifying for the safe harbor.  Under Section 28(e)(3), brokerage and research services generally 
includes (see also Section 3.2):3.2): 
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a. Analysis and advice, either directly or through publications or writings, as to the value of 
securities, the advisability of investing in or purchasing or selling securities, or the 
availability of securities or purchasers or sellers of securities;  

b. Analyses and reports concerning issuers, industries, securities, economic factors and 
trends, portfolio strategy and the performance of accounts; or 

c. Effectingc. Services affecting securities transactions and performing functions 
pertaining to securities transactions (such as clearance, settlement and custody) or 
required in connection with securities transactions by rules of the SEC or a 
self-regulatory organization such as a stock exchange. 

3.  SOFT DOLLAR & CSA GUIDELINES 

3.1. 3.1. Requirements  

a. Soft dollar and CSA acquisitions must be budgeted in separate items in an addendum to 
the TRS annual budget or in a budget amendment adopted by the Board of Trustees, 
unless the Board provides otherwise by resolution.   

b. In determining what goods and services or research should be acquired by TRS using soft 
dollars or CSA arrangements, the investment staff shall be mindful of SEC releases and 
guidelines issued by the SEC under Section 28(e).  TRS Legal Services will assist the 
investment staff in analyzing specific questions regarding industry practices and SEC 
guidelines.  Departures from the SEC guidelines with respect to soft dollars and CSAs 
from securities transactions are permitted only when they are consistent with TRS 
fiduciary requirements, applicable law, and TRS policies and procedures.   In addition, 
TRS will use the SEC releases and guidelines relating to Section 28(e) with respect to 
expenditures of soft dollars and CSAs from securities transactions as if such guidance 
applied to soft dollars and CSAs from futures transactions, with any appropriate 
adjustments.   

c. Trades may not be created solely to generate soft dollar credits or CSA rebates. 

d. Best trade execution must not be sacrificed.  Investment staff must use its best efforts to 
ensure that all TRS securities transactions are executed in such a manner that the total 
cost or proceeds (including market impact costs and the value of any research to be 
acquired) in each transaction is the most favorable under the circumstances and benefits 
TRS exclusively.  In placing trades with brokers, investment staff shall match the trade to 
the broker, taking into account trade characteristics, the full range and quality of the 
broker’s services, including but not limited to the broker'sbroker’s execution capabilities, 
the value of the research, services or goods to be acquired (if any), commission rate, 
financial responsibility, and responsiveness to TRS. 

e. Soft dollar arrangements will be documented and approved in accordance with policies, 
guidelines and procedures approved by the Executive Director or his designee.  CSA 
allocations and disbursements for research shall be made in accordance with internal 
guidelines and procedures approved by the Chief Financial Officer (or, in the absence of 
the CFO, the Executive Director or his designee).  The investment staff shall provide 
copies of the internal guidelines and procedures for soft dollars and CSAs to the Board as 
part of TRS’s annual budget process.   
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f. To the extent feasible and not inconsistent with the status of a soft dollar broker as the 
provider of the research, goods, or services, any acquisition using soft dollar credits for 
which TRS normally employs competitive procedures will be handled using the 
procedures that will ensure that TRS will obtain best value, taking all factors into account, 
including trade execution.  The investment staff shall use reasonable procedures when 
acquiring research using CSA balance disbursements to ensure that TRS obtains best 
value, taking all factors into account, including trade execution. 

g. g. Except as required or permitted by other TRS policies, guidelines or procedures, 
all soft dollar and CSA contracts shall be established in writing and reviewed by TRS 
Legal Services prior to execution 

3.2. 3.2. Examples of Eligible Research, Goods and Services 

Notwithstanding any other provision of this Policy, CSA cash balances may only be expended for 
research qualifying for the Section 28(e) safe harbor under subsection a. below. and Soft dollar credits 
may be expended for any eligible research, goods, or services under this Policy. 

a. Investment Research:  furnished either directly by a broker'sbroker’s investment 
research department, through subscription-based publications, or by an independent 
research or advisory firm; includes advice as to the value of securities or futures; the 
advisability of investing in, purchasing or selling securities or futures; the availability of 
securities or futures or purchasers or sellers of securities or futures; and analyses and 
reports concerning issuers, industries, securities, futures, economic factors and trends, 
portfolio strategy, and portfolio performance. 

b. Data Services, Magazines, Journals, Reference Materials:  subscriptions to electronic 
data feeds, exchanges, data services, databases, magazines (including popular magazines 
relevant to securities analysis), professional journals and reference materials. 

c. Seminars/Conferences:  fee-paid attendance at investment seminars or conferences and 
other fees or study materials for investment staff, provided, that soft dollars may not be 
used for travel and lodging. 

d. Portfolio Management Assistance, Professional Services, and Institutional 
Memberships:  third-party services or institutional memberships that support TRS 
investment processes and portfolio management by providing TRS with direct advice, 
assistance or support, including without limitation pricing or valuation services and 
performance measurement services. 

e. Information Systems:  communications equipment or access (including high bandwidth 
services) that supports the investment decision-making process or portfolio management, 
including trading and investment accounting systems.   

f. Any other items useful in aiding in the investment decision-making process. 

3.3. 3.3. Annual Soft Dollar and CSA Budget 

a. Annual Budget:  An annual soft dollar and CSA budget will be developed and presented 
to the Board for approval with the TRS annual fiscal operating budget.  The budget will 
include all anticipated uses of commissions to acquire research, goods and services 
during the following fiscal year.  Soft dollar uses shall be stated separately from CSA 
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uses in the annual budget.  The CSA budget line item may aggregate the total estimated 
amount to be expended for research during the applicable fiscal year. 

b. Value Comparisons:  Whenever feasible and appropriate, the soft dollar budget will 
include a comparison of the soft dollar price relative to a non-soft dollar price for all 
goods and services. 

c. Soft Dollar and CSA Credit and Debit Balances:  Soft dollar credit and debit balances 
may be maintained with each soft dollar broker with whom TRS has an on-going 
relationship to allow the TRS trading desk to operate without unnecessary constraints.  
Credit balances may be used as needed in accordance with the annual soft dollar budget.  
Only one CSA account may be established to hold cash rebates received pursuant to a 
commission sharing arrangement and to expend funds for investment research authorized 
in accordance with this Policy.  No other funds may be commingled with the CSA funds 
in the CSA account, nor may such funds be used for any other purpose.   

d. Soft Dollar Internal Accounting & Control:  Soft dollar expenditures will be made 
under the same general internal controls as operating budget expenditures.  A Soft Dollar 
Approval form, and Purchase and Expenditure Authorization (form TRS 146), signed by 
the Chief Investment Officer, or his designee and the appropriate Managing Director in 
the Investment Division, will be forwarded to the TRS General Accounting Department.  
The appropriate person in the General Accounting Department will issue a purchase order 
that will be the broker’s authorization to provide and pay for the goods and services for 
the benefit of TRS.  The soft dollar broker will forward copies of invoices for the goods 
and services acquired and a monthly statement of account including commissions 
received, expenditures made for the benefit of TRS and the commission allocations 
balance to the Investment Division. 

e. Reporting and Disclosure:  The custodian of the CSA account or an authorized TRS 
broker shall deliver monthly and annual statements to the Investment Division and the 
Investment Accounting group indicating the account balance, deposits and disbursements 
since the last statement, and an aging report of past-due deposits from CSA brokers..  A 
report of expenditures for goods and services will be included with all financial and 
budget information presented to the Board.  The Comprehensive Annual Financial Report 
will containdisclose fiscal year soft dollar and CSA expenditures. 
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MEMORANDUM 

To:  Board of Trustees  
The Teacher Retirement System (TRS) of Texas  

 
From: Keith C. Brown  

Advisor to the TRS Board   
 

Re:  Proposed Changes to the TRS Soft Dollar Policy  
 

Date:  March 29, 2012 
 
 
I have reviewed the changes to Soft Dollar Policy Statement that have been proposed 
recently by the Investment Management Division (IMD) in their March 1, 2012 draft.  
Overall, I endorse these modifications and recommend their adoption.   
 
The main issue at the heart of virtually all of the proposed revisions is to expand the 
limits of the current policy to allow the commissions associated with futures contract 
transactions to be included for soft dollar credit.  Inasmuch as TRS has had a long-
standing policy and practice of utilizing soft dollar arrangements for traditional securities 
trades, this proposal simply expands the arrangement to include another class of 
transactions that has become increasingly important in recent years.  Thus, as there seems 
to be no reason to single out futures contract trades for exclusion, it makes sense in the 
context of the current policy to incorporate these trades as well. 
 
It seems to me that rather than which types of trades are allowed to generate soft dollar 
credits, the more important questions to focus on are how those soft dollars are allowed to 
be spent and whether having soft dollar arrangements lead to sub-optimal trading 
practices.  The current policy is appropriate in both those regards as (i) the primary uses 
of the soft dollar budget include expenditures that can clearly be seen to support critical 
investment functions of the IMD (e.g., acquisition of third-party research, systems and 
software; staff travel), and (ii) best trade execution is required at all times.   
 
The only proposed revision that appears to alter the way in which soft dollars can be 
spent (instead of how those dollars are created) occurs on p. 3 of the draft revision (cf. 
Section 3.2).  In this suggested change, the permissible uses of commission sharing 
arrangements (CSAs) are being expanded slightly to match those already in place for soft 
dollar accounts held by TRS’ brokers.  It is not altogether clear why this distinction was 
made in the first place, but this adjustment seems quite reasonable. 

 



 



 

Hewitt EnnisKnupp, Inc. 
10 South Riverside Plaza, Suite 1600 | Chicago, Il 60606 
t 312.715.1700 | f 312.715.1952 | www.hewittennisknupp.com 

Memo 
 

To  TRS Policy Committee 

From  Brady O'Connell, Steve Voss 

Date  March 12, 2012 

Re  Proposed Modifications to Soft Dollar Policy 
 
 

Summary 
 

Hewitt EnnisKnupp (HEK) was asked to review and comment on the proposed changes to the Soft 

Dollar Policy for the Teacher Retirement System of Texas (TRS). We are comfortable with the 

proposed changes and recommend the policy be adopted.  

 

In past reviews of this policy, and in particular the review in early 2008, we noted how the subject of 

soft dollars and commissions had been impacted by regulatory guidance from the SEC. While these 

guidelines are meant for SEC-registered investment advisors, the TRS policy indicates that it will 

closely follow the guidance from the SEC to the investment management community as an indication 

of what public pension practices should look like. Given the lack of specific direction in this area, we 

think it makes sense to use SEC guidance to the investment management community as a way to 

oversee this aspect of TRS operations. The Board reviews the TRS CSA budget and expenditures 

and this is an important duty that goes along with the policy.  

 

Noteworthy Modifications 
 

• ‘Futures’ In Addition to ‘Securities’. A significant change to the policy is broadening the 

type of financial instruments covered to include futures as well as securities. Historically, 

commissions could only be generated through transactions related to securities. Given the 

increased use of futures by the IMD in implementing investment policy, it strikes us as 

reasonable to extend the policy to futures and securities, therefore allowing commission 

sharing arrangements (CSAs) to be generated from futures transactions. Indeed, the 

increased use of futures may be causing a decrease in the volume of securities transactions, 

for example, when cash market transactions in stocks are substituted for trading a future on 

an equity index.  
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• Broader Definition of ‘Broker’. The policy modifies the definition of broker in Section 1 so 

that the term refers to “securities or futures broker or commission merchant (each, a 

“broker”).” With the policy being broadened to include securities and futures, a broader 

definition of broker strikes us as a necessary modification.  

 

• Safe Harbor Service Elaboration. The policy refers to Section 28(e) of the Securities and 

Exchange Act of 1934 as providing safe harbor for fiduciaries who incur commissions higher 

than necessary in order to receive “brokerage and research services”. The policy is modified 

to describe the benefit received from CSAs as being “brokerage and research services” and 

not simply “research” as was used in the policy in the past. This language is quoted from the 

SEC and adds clarity as to the type of services that can be attained.  

 

• TRS Will Look to SEC for Guidance. As clearly started in 3.1.b., while TRS is not an SEC-

registered investment advisor, it will closely monitor guidance and letters from the SEC on the 

issue of soft dollar and CSA usage and will modify its activities accordingly. This strikes us as 

very reasonable and prudent thing to do in light of the lack of specific guidance regarding 

CSAs and commissions to public funds like TRS.  

 

 

 

  



Proposed Soft Dollar Policy Revisions

Sylvia Bell

Director of Investment Operations

April 2012



Summary of Requested Policy Changes

 Add ability to incorporate commissions from futures trades into existing 
Commission Sharing Arrangements (CSA)

 Clarify language to add “futures transactions” in addition to “securities 
transactions” references and note any applicable differences

 Clarify that applicable guidance from Section 28(e) of the Securities and 
Exchange Act of 1934 will be followed for commissions generated from 
futures trades
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IMD Funding Sources

 TRS expenditures necessary to perform fiduciary functions:

 Soft Dollar Program- where commission credits earned are held by Broker

 Commission Sharing Arrangement (CSA) – where commission credits generated are aggregated and 
administered by State Street

 State Street Bank (SSB) Account –
 Amounts paid by SSB for benefit of TRS 
 Dollars are earned from Securities Lending Rebate
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Expenditures
($ in thousands)

Operating 
Budget

State 
Street CSA

Soft 
Dollars Total

Contract Services 3,000        3,000          
Furniture & Supplies 7                      7                 
Insurance Premiums 208                  208             
Professional Fees 5,714               3,000        8,714          
Rent-Building & Equipment 1,932               1,932          
Research 54                    20,000        20,054        
Salaries & Benefits 26,583             26,583        
Systems & Software 215                  6,972        7,187          
Travel 574                  574             
Total 35,287$           6,000$      20,000$      6,972$      68,259$      



Historical Soft Dollar/CSA Commissions
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 Soft Dollar/CSA Commissions have declined due to:
 Lower turnover in internal equity portfolio (from 100% in 2008 to current rate 

of 50%)

 Lower amount of equity assets managed internally (from high of $72 billion in 
2008 to current of $23.4 billion)

 These investment management changes reduced the number of TRS 
transactions generating Soft Dollars and CSA commissions 

 Soft dollars and CSA commissions are the primary resource for research 
and other investment decision-making services 

 CSA commissions for futures can replace lost commission credits on 
internal equities and will be managed in accordance with existing TRS 
policies and laws applicable to Soft Dollars and CSA credits related to 
securities



Program Descriptions

Operating Budget State Street
Client Commission Arrangements

CSA Soft Dollars

Budget Process Budget Committee, 
Board and Legislative 
Budget Board

Budget Committee and 
Board

Budget Committee and 
Board

Budget Committee and Board

Primary Uses Travel and Salaries Contract workers Third party research Research, Systems and Software

Limitations State budget 
constraints and state 
contracting 
requirements

Contractural limit of $6 
million; Eligible expenses
defined in SSB/TRS side 
letter agreement

Generated by trading
commissions

Generated by trading 
commissions

Credit Rates N/A N/A Dollar for dollar credit 1.25:1 Ratio (e.g., for every 
$10,000 expenditure broker will 
charge $12,500)

Other Factors State Budget 
constraints

Expenses require SSB 
approval

No contracts required;
client establishes value of 
research based on an 
evaluation process

Tri-party contracts (obligations) 
provide flexibility to TRS
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Soft Dollar (SD) and CSA Payment Process

Budget
Recommendation provided by IMD 
based on research needs and 
commission flow

Budget recommendation presented to 
the Board for approval with the annual 
fiscal operating budget

Board approves

Payments
For SD, tri-party contracts negotiated. 
For CSA, research allocation amounts 
set based on IMD staff’s evaluation

IMD and CFO approve payments and 
processes

Approved amounts routed to broker or 
SSB for payment

Broker or SSB issues payment to 
provider

Disclosure
SSB provides monthly reports and IMD 
reconciles commissions and 
expenditures

Disclose expenditures to Board 
quarterly in CFO Report

Disclose expenditures annually in 
Comprehensive Annual Financial 
Report (CAFR)
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MEMORANDUM 
 
TO:    Policy Committee of the Board of Trustees 
 
FROM:    Brian Guthrie, Executive Director 
    Timothy Wei, Assistant General Counsel 
 
COPIES:   Board of Trustees 
    Steven Huff, Fiduciary Counsel 
 
DATE:    May 29, 2012 
 
RE:      Key Employee Personal Financial Disclosure 
 

 
TRS’ statute requires key employees to file personal financial statements (“PFS”) with TRS.  The statute 
provides  that  the  “content  of  a  financial  disclosure  statement  must  comply  substantially  with  the 
requirements of” the PFS required by Subchapter B of Chapter 572 of the Texas Government Code.  The 
Texas Ethics Commission has promulgated a  form PFS  that meets  the  requirements of Subchapter B.1  
Historically,  TRS  has  required  key  employees  to  use  the  Ethics  Commission  form,  although  TRS  has 
authority to develop its own form that substantially complies with Subchapter B’s requirements. 
 
The staff recommends that the Board adopt a customized PFS (“TRS PFS,” attached as Exhibit 1) for use 
by TRS key employees.  The proposed TRS PFS substantially complies with statutory requirements.  It is 
modified, however, to:   
 

 Be reviewer friendly;  

 Require additional disclosures; and    

 Use plain English and be user friendly.  
 
The TRS PFS  is designed  to be  reviewer  friendly.    It uses  a  cover page  that  summarizes  the detailed 
responses contained elsewhere in the form.  This summary sheet will facilitate review of the statements 
filed by key employees.    
 
Unlike  the  Ethics  Commission  PFS,  the  TRS  PFS  requires  disclosure  of  the  net  value  of  the  filer’s 
brokerage accounts  for  the current  reporting year and  the prior  reporting year.   This  information will 
assist  reviewers  in understanding  the  filer’s  financial  situation.   The TRS PFS also  requires disclosures 
from  attorneys  for  information  related  to  referrals.    This  information  is  required  to  be  disclosed  by 
statute but is not included in the Ethics Commission PFS.  
 
Finally, the TRS PFS strives to use plain English and simple clear  instructions to ease completion of the 
form.    As  permitted  by  Section  132.001  of  the  Civil  Practice  and  Remedies  Code,  the  TRS  PFS  also 
substitutes an unsworn declaration, made under penalty of perjury, for the notarized affidavit required 
by the Ethics Commission.   

                                                 
1 Trustees are also required to fill out the Ethics Commission form and file it with the Texas Ethics 
Commission and TRS.  The Board must use the Ethics Commission form.   
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TRS 678 (Adopted June __, 2012) 

TEACHER RETIREMENT SYSTEM OF TEXAS 
KEY EMPLOYEE FINANCIAL DISCLOSURE FORM 

Name: Click here to enter text. 

Spouse’s Name: Click here to enter text. 

Dependent Children’s Names:  Click here to enter text. 

SUMMARY OF INFORMATION 

I have non‐TRS Employment (page 2):  Choose an item. 

Total Value of All Brokerage Accounts at the end of current reporting period (page 3):  Click here to 

enter text. 

Total Value of All Brokerage Accounts at the end of prior reporting period (page 3):  Click here to enter 

text. 

I have disclosable debts of more than $25,000 (page 5):  Choose an item. 

I received disclosable gifts (page 8):  Choose an item. 

I am the beneficiary of a trust (page 9):  Choose an item. 

I own more than 50% of a business (page 11):  Choose an item. 

I serve on the Board of Directors or have an executive position in a business (page 12):  Choose an item. 

I received expenses under the honorarium exception (page 13):  Choose an item. 

I own a business in common with a lobbyist (page 14):  Choose an item. 

I received fees from a lobbyist (page 15):  Choose an item. 

I am a Texas state legislator (page 16):  Choose an item. 

I am an attorney who has received compensation from a referral (page 17):  Choose an item. 

I have derived a benefit from a function in my honor (page 18):  Choose an item. 
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EMPLOYMENT 

Your Non‐TRS Employment 

I have non‐TRS employment:  Choose an item. 

If yes, provide the following information. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Click here to enter text. 

Spousal Employment: 

Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 

Dependent Child Employment: 

Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 

Name and address of employer: Click here to enter text. 
Nature of employment: Click here to enter text. 
Disclose any retainer received: Choose an item. 
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STOCKS, BONDS, MUTUAL FUNDS, ETFs and OTHER PUBLICLY TRADED SECURITIES 

Disclose the aggregate value of every brokerage or similar account in which you, your spouse, or 

dependent child have or had an interest at the end of the prior reporting year, and the value at the end 

of the current reporting year.  Include 401(k) or 403(b), IRAs, 457 accounts, and similar accounts.  

Aggregate account value at end of current reporting period:  Click here to enter text. 

Aggregate account value at end of prior reporting period:  Click here to enter text. 

For each stock, bond, mutual fund, ETF, and other publicly traded securities (including options and other 

publicly traded derivatives) you held during the reporting period, disclose the below information.  

Additional sheets for this information are available.  Alternatively, you may attach a spreadsheet that 

contains this information.  

Issuer or name of fund:  Click here to enter text. 

Held by:  Choose an item. 

Type of security: Choose an item.   

Number of shares held, if applicable:  Choose an item. 

Net Choose an item. if sold:  Choose an item. 

 

Issuer or name of fund:  Click here to enter text. 

Held by:  Choose an item. 

Type of security: Choose an item.   

Number of shares held, if applicable:  Choose an item. 

Net Choose an item. if sold:  Choose an item. 

 

Issuer or name of fund:  Click here to enter text. 

Held by:  Choose an item. 

Type of security: Choose an item.   

Number of shares held, if applicable:  Choose an item. 

Net Choose an item. if sold:  Choose an item. 

 

Issuer or name of fund:  Click here to enter text. 

Held by:  Choose an item. 

Type of security: Choose an item.   

Number of shares held, if applicable:  Choose an item. 

Net Choose an item. if sold:  Choose an item. 
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INCOME FROM INTEREST, DIVIDENDS, ROYALTIES & RENTS 

To the extent not disclosed above, did or do you, your spouse, or your dependent child receive in excess 

of $500 from interest, dividends, royalties, and rent?  

Choose an item. 

If no, move to the next section.  If yes, disclose the following information.  

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 

Name and address of source of income: Click here to enter text. 

Received by: Choose an item. 

Amount: Choose an item. 
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PERSONAL NOTES and LEASE AGREEMENTS: 

Do or did you, your spouse, or dependent child owe any loan greater than $1,000?  

Choose an item. 

Were or are you, your spouse, or dependent child liable for more than $1,000 under any lease?  

Choose an item. 

 If the answer to both questions is no, move on to the next section.  If the answer to either question is 

yes, provide the following information.  

Creditor or lessor: Click here to enter text. 

Borrower or lessee:  Choose an item. 

Guarantor if any:  Click here to enter text. 

Amount owed under loan or lease: Choose an item. 

Creditor or lessor: Click here to enter text. 

Borrower or lessee:  Choose an item. 

Guarantor if any:  Click here to enter text. 

Amount owed under loan or lease: Choose an item. 

Creditor or lessor: Click here to enter text. 

Borrower or lessee:  Choose an item. 

Guarantor if any:  Click here to enter text. 

Amount owed under loan or lease: Choose an item. 

Creditor or lessor: Click here to enter text. 

Borrower or lessee:  Choose an item. 

Guarantor if any:  Click here to enter text. 

Amount owed under loan or lease: Choose an item. 

Creditor or lessor: Click here to enter text. 

Borrower or lessee:  Choose an item. 

Guarantor if any:  Click here to enter text. 

Amount owed under loan or lease: Choose an item. 
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REAL PROPERTY 

Do or did you, your spouse, or dependent child have an interest in any real estate?  

Choose an item. 

If no, move to the next section.  If yes, provide the following information. 

Address of real estate:1  Click here to enter text. 

Description:  Choose an item. 

Names of all persons owning an interest:  Click here to enter text. 

If sold, the net gain or loss:  Choose an item.  

Address of real estate:  Click here to enter text. 

Description:  Choose an item. 

Names of all persons owning an interest:  Click here to enter text. 

If sold, the net gain or loss:  Choose an item.  

Address of real estate:  Click here to enter text. 

Description:  Choose an item. 

Names of all persons owning an interest:  Click here to enter text. 

If sold, the net gain or loss:  Choose an item.  

Address of real estate:  Click here to enter text. 

Description:  Choose an item. 

Names of all persons owning an interest:  Click here to enter text. 

If sold, the net gain or loss:  Choose an item.  

Address of real estate:  Click here to enter text. 

Description:  Choose an item. 

Names of all persons owning an interest:  Click here to enter text. 

If sold, the net gain or loss:  Choose an item.  

Address of real estate:  Click here to enter text. 

Description:  Choose an item. 

Names of all persons owning an interest:  Click here to enter text. 

If sold, the net gain or loss:  Choose an item.  

   

                                                            
1 If you do not have the street address, enter the number of acres, county, and state of the property.  
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BUSINESS INTERESTS 

Other than what you have disclosed elsewhere in this form, do or did you, your spouse, or dependent 

child hold an interest in a business entity?   

Choose an item. 

If no, move to the next section.  If yes, provide the following information. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 

Held by: Choose an item. 

Name and address of business:  Click here to enter text. 

If sold, net gain or loss: Choose an item. 
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GIFTS 

Have you, your spouse, or dependent child received any gift worth more than $250?  DO NOT include 

gifts given by (1) your spouse; (2) your or your spouse’s son, daughter, son‐in‐law, or daughter‐in‐law; 

(2) your or your spouse’s mother, father, mother‐in‐law, or father‐in‐law; (3) your or your spouse’s 

brother, sister, brother‐in‐law, or sister‐in‐law; or (4) your or your spouse’s grandparent.   

Choose an item. 

If no, move to the next section.  If yes, provide the following information. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

Name and address of donor: Click here to enter text. 

Description of gift:  Click here to enter text. 

Value of gift: Click here to enter text. 

   



Teacher Retirement System of Texas 
Key Employee Financial Disclosure Form 

9 
TRS 678 (Adopted June __, 2012) 

 

TRUST INCOME 

Are you, your spouse, or dependent child the beneficiary of a trust? 

Choose an item. 

If yes, disclose the following information. 

Name of the Trust:  Click here to enter text. 
Beneficiary:  Choose an item. 
Income from trust:  Choose an item. 
Assets from which >$500 was received if known:  Click here to enter text. 

Name of the Trust:  Click here to enter text. 
Beneficiary:  Choose an item. 
Income from trust:  Choose an item. 
Assets from which >$500 was received if known:  Click here to enter text. 

Name of the Trust:  Click here to enter text. 
Beneficiary:  Choose an item. 
Income from trust:  Choose an item. 
Assets from which >$500 was received if known:  Click here to enter text. 

Name of the Trust:  Click here to enter text. 
Beneficiary:  Choose an item. 
Income from trust:  Choose an item. 
Assets from which >$500 was received if known:  Click here to enter text. 
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BLIND TRUSTS 

Are you, your spouse, or dependent child the beneficiary of a blind trust?   

Choose an item. 

If no, move to the next page.  If yes, contact the Executive Director or Ethics Coordinator as soon as 

possible regarding further disclosure requirements.  
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ASSETS OF BUSINESS ASSOCIATIONS 

Do or did you, your spouse, or dependent child own 50 percent or more of a corporation, firm, 

partnership, limited partnership, limited liability partnership, professional corporation, professional 

association, joint venture, or other business association?  

Choose an item. 

If no, move to the next page.  If yes, provide the following information.  Additional sheets for this 

information are available.   

Name and address of business:  Click here to enter text. 
Business type:  Choose an item. 
Interest held by:  Choose an item. 
Describe each asset and provide the value of each asset rounded to the nearest $1,000: 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
 
Describe each liability and provide the value of each liability rounded to the nearest $1,000:  

Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
 

Name and address of business:  Click here to enter text. 
Business type:  Choose an item. 
Interest held by:  Choose an item. 
Describe each asset and provide the value of each asset rounded to the nearest $1,000: 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
 
Describe each liability and provide the value of each liability rounded to the nearest $1,000:  

Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item. 
Click here to enter text.  Choose an item.   
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BOARDS AND EXECUTIVE POSITIONS 

Did or do you, your spouse, or dependent child sit on any Board of Directors?   

Choose an item. 

Did or do you, your spouse, or dependent child hold an executive position in any corporation, firm, 

partnership, limited partnership, limited liability partnership, professional corporation, professional 

association, joint venture or other business association or proprietorship?   

Choose an item. 

If no to both of these questions, move to the next section.  If yes to either of these questions, provide 

the following information. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 

Organization:  Click here to enter text. 
Position Held:  Click here to enter text. 
Position Held by:  Choose an item. 
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EXPENSES ACCEPTED UNDER HONORARIUM EXCEPTION 

Did you speak at a conference, seminar, or similar event this year?   

Choose an item. 

If no, move to the next section.  If yes, provide the following information.  

Did you receive food, lodging, or transportation in connection with the event or events?   

Choose an item. 

If no, move to the next section. If yes, provide the following information.  

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 

Name and address of provider:  Click here to enter text. 
Type of expenditure:  Choose an item. 
Amount of expenditure:  Click here to enter text. 
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BUSINESS IN COMMON WITH A LOBBYIST 

Not including publicly traded companies, do you, your spouse, or dependent child have an interest in a 

corporation, firm, partnership, limited partnership, limited liability partnership, professional 

corporation, professional association, joint venture, or other business association in which a Texas‐

registered lobbyist also has an interest?  

Choose an item. 

If yes, provide the following information.   

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 

Name and address of business:  Click here to enter text. 
Interest held by: Choose an item. 
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FEES RECEIVED FROM A LOBBYIST 

Did you receive any fees for services provided to a lobbyist?  

Choose an item. 

Did you receive any fees for services provided to someone who compensates or reimburses a lobbyist?  

Choose an item. 

If you answered no to both of these questions, move on to the next section.  If you answered yes, to 

either of these questions, provide the following information.   

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 

Person to whom services were provided:  Click here to enter text. 
Amount of fees:  Choose an item. 
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LEGISLATOR INFORMATION 

Are you a member of the Texas Legislature? 

Choose an item. 

If no, move to the next section.  If yes, answer the following questions. 

Have you represented a person for compensation before a state agency in the executive branch?  

Choose an item. 

If yes, provide the following information. 

State agency:  Click here to enter text. 
Person Represented:  Click here to enter text. 
Fee earned:  Choose an item. 

 

Have you applied for or obtained any legislative continuance under Section 30.003 of the Civil Practice 

and Remedies Code or other law or rule that permits a court to grant continuances because an attorney 

for a part is a member or member‐elect of the Texas Legislature?   

Choose an item. 

If yes, provide the following information. 

Name of party represented:  Click here to enter text. 
Date retained:  Click here to enter text. 
Case name, number, and jurisdiction:  Click here to enter text. 
Was continuance granted?  Choose an item. 
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ATTORNEY REFERRAL INFORMATION 

Are you an attorney? 

Choose an item. 

If no, move to the next section.  If yes, answer the following questions. 

Have you received compensation for making or receiving any referral for legal services?  

Choose an item. 

If yes, provide the following information for each referral. 

Name of party referred:  Click here to enter text. 
Fee earned:  Choose an item.   

Name of party referred:  Click here to enter text. 
Fee earned:  Choose an item.   

Name of party referred:  Click here to enter text. 
Fee earned:  Choose an item.   

Name of party referred:  Click here to enter text. 
Fee earned:  Choose an item.   

Name of party referred:  Click here to enter text. 
Fee earned:  Choose an item.   

Name of party referred:  Click here to enter text. 
Fee earned:  Choose an item.   
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BENEFITS DERIVED FROM FUNCTION IN YOUR HONOR 

Have you derived a benefit of more than $50 in value from a function honoring or in appreciation of 

you? 

Choose an item. 

If no, move to the next section. 

If yes, provide the following information for each benefit received.  

Did you use the benefit solely to defray expenses that were accrued in the performance of your 
TRS duties or activities and that are non‐reimbursable by TRS?  Choose an item. 
Name and address of source of the benefit:  Click here to enter text. 
Description and value of the benefit:  Click here to enter text. 

Did you use the benefit solely to defray expenses that were accrued in the performance of your 
TRS duties or activities and that are non‐reimbursable by TRS?  Choose an item. 
Name and address or source of the benefit:  Click here to enter text. 
Description and value of the benefit:  Click here to enter text. 

Did you use the benefit solely to defray expenses that were accrued in the performance of your 
TRS duties or activities and that are non‐reimbursable by TRS?  Choose an item. 
Name and address of source of the benefit:  Click here to enter text. 
Description and value of the benefit:  Click here to enter text. 

Did you use the benefit solely to defray expenses that were accrued in the performance of your 
TRS duties or activities and that are non‐reimbursable by TRS?  Choose an item. 
Name and address of source of the benefit:  Click here to enter text. 
Description and value of the benefit:  Click here to enter text. 

Did you use the benefit solely to defray expenses that were accrued in the performance of your 
TRS duties or activities and that are non‐reimbursable by TRS?  Choose an item. 
Name and address of source of the benefit:  Click here to enter text. 
Description and value of the benefit:  Click here to enter text. 

Did you use the benefit solely to defray expenses that were accrued in the performance of your 
TRS duties or activities and that are non‐reimbursable by TRS?  Choose an item. 
Name and address of source of the benefit:  Click here to enter text. 
Description and value of the benefit:  Click here to enter text. 
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DECLARATION 

 

My name is Click here to enter text., my date of birth is Click here to enter text., and my address is Click 

here to enter text..   

I declare under penalty of perjury that the foregoing is true and correct. 

Executed in Click here to enter text. County, State ofClick here to enter text., on the Click here to enter 

text. day of Click here to enter text.. 

 

Signature:   _________________________________________ 

Print Name:  Click here to enter text. 



 

TRS 678 (Adopted June __, 2012) 

 

Additional Blind Trust Disclosure 

For each blind trust for which you, your spouse, or dependent child is the beneficiary, please disclose 

the below information.  Additionally, have each trustee for each blind trust sign the trustee statement 

below.  

Name of Trust:  Click here to enter text. 
Trustee:  Click here to enter text. 
Beneficiary:  Choose an item. 
Fair Market Value:  Choose an item. 
Date Created:  Click here to enter text. 
 

Trustee statement:  I affirm, under penalty of perjury, that I have not revealed any information 

to the beneficiary of this trust except information that may be disclosed under Section 

572.023(b)(8) of the Government Code and that to the best of my knowledge, the trust complies 

with 572.053 of the Government Code. 

________________________________________ 
Trustee Signature 

 
 
 
 
 
 
Name of Trust:  Click here to enter text. 
Trustee:  Click here to enter text. 
Beneficiary:  Choose an item. 
Fair Market Value:  Choose an item. 
Date Created:  Click here to enter text. 
 

Trustee statement:  I affirm, under penalty of perjury, that I have not revealed any information 

to the beneficiary of this trust except information that may be disclosed under Section 

572.023(b)(8) of the Government Code and that to the best of my knowledge, the trust complies 

with 572.053 of the Government Code. 

________________________________________ 
Trustee Signature 
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June 7‐8, 2012 

 

Teacher Retirement System of Texas 

Board of Trustees 

Resolution Adopting a Customized Financial Disclosure Statement as Permitted by Government Code 
Section 825.212(b) 

Whereas, In accordance with Government Code Section 825.212(b), Teacher Retirement System (“TRS”) 
employees who exercise  significant decisionmaking or  fiduciary authority  shall  file  financial disclosure 
statements  with  TRS  the  content  of  which  must  comply  substantially  with  the  requirements  of 
Subchapter B of Chapter 572 of the Government Code (“Subchapter B”); and 

Whereas,  The  Board  of  TRS  wishes  to  adopt  a  customized  financial  disclosure  statement  that 
substantially complies with Subchapter B and that will facilitate review of the statement and completion 
of the statement; now therefore be it   

Resolved,  That  the  Board  adopts  the  customized  financial  disclosure  statement  (TRS  Form  678)  as 
presented by the staff to the Policy Committee; and  

Further resolved, That the foregoing resolution is effective for the 2011 reporting year and shall remain 
effective until modified by the Board.   

 



 



 
 

 

 
 

MEMORANDUM 
 
TO:  Policy Committee of the Board of Trustees 
 
FROM:  Don Green and Sylvia Bell  
 
COPIES:  Board of Trustees   
 
DATE:  May 30, 2012 
 
RE:    Authorization of Business Class Travel 
 

 
Increasingly, TRS is finding attractive investment opportunities outside of the United States.  To conduct the 
appropriate due diligence required by the fiduciary duty of care, TRS IMD staff must perform on-site pre- and 
post-investment due diligence.  Accordingly, TRS IMD staff is traveling longer and farther than ever before in 
order to appropriately diligence foreign investment opportunities.  To illustrate, there has been an increase 
from 13% to 27% in foreign travel cost relative to our out-of-state travel budget in the last 3 years.  
 
TRS is subject to Chapter 660 Travel Expenses of the Government Code.  Section 660.093 permits TRS to pay or 
reimburse for business-class airfare only if a lower airfare is not available.  Other circumstances, such as 
disabilities, are covered under other laws and may permit business-class airfare.   
 
Under a provision of its own statute, Section 825.208(b) of the Government Code, TRS may exempt itself from 
the requirements of Chapter 660 “to the extent that the Board determines an exemption is necessary for the 
performance of fiduciary duties.”  The Board is being asked to consider such an exemption for business-class 
airfare in certain, limited circumstances for travel related to TRS’ foreign investments.   
 
Accordingly, the staff requests that the Board determine that TRS is permitted to pay or reimburse business-
class airfare where three conditions are met as follows:  
 
(1) the travel is between either the continental United States and a location outside the continental United 
States or two locations outside the continental United States; and 
 
 (2) in either event, the scheduled one-way flight time (not including layover time) exceeds six consecutive 
hours; and  
 
(3) the Executive Director is satisfied that the business-class airfare is required to serve TRS business purposes 
including the business purpose of the travel (e.g., a business meeting is scheduled within a short time after 
arrival of the flight). 
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June 7-8, 2012 
 

Teacher Retirement System of Texas 

Board of Trustees 

Resolution Permitting Payment or Reimbursement for Business-Class Airfare under Limited 
Circumstances 

Whereas, Pursuant to Section 660.003(c) of the Government Code, the provisions of Chapter 660 Travel 
Expenses of the Government Code generally apply to the Teacher Retirement System of Texas (“TRS”); 
and 

Whereas,  TRS may pay or reimburse for business-class airfare only if a lower airfare is not available 
pursuant to Section 660.093 of the Government Code or as otherwise permitted by law;  

Whereas, Pursuant to Section 825.208(b) of the Government Code, TRS is exempt from Chapter 660 to 
the extent the Board of Trustees of TRS (“Board”) determines an exemption is necessary for the 
performance of fiduciary duties;  

Whereas, The Board determines, based on information presented by staff to the Policy Committee, that 
in certain circumstances (in addition to circumstances provided in Chapter 660 or other applicable law), 
it is necessary for the performance of fiduciary duties for TRS to pay or reimburse for business-class 
airfare; now therefore be it   

Resolved, That, in addition to other circumstances permitted by Chapter 660 or other applicable law, 
TRS may pay or reimburse for business-class airfare for employees traveling on TRS business where (1) 
the travel is between either the continental United States and a location outside the continental United 
States or two locations outside the continental United States; and (2) in either event, the scheduled one-
way flight time (not including layover time) exceeds six consecutive hours; and (3) the Executive Director 
is satisfied that the business-class airfare is required to serve TRS business purposes including the 
business purpose of the travel (e.g., a business meeting is scheduled within a short time after arrival of 
the flight). 

 



 
 

M E M O R A N D U M  
 
To: TRS Policy Committee & Board of Trustees 
 
From:  Wm. Clarke Howard, TRS Assistant General Counsel 
 
Copy: Brian K. Guthrie, TRS Executive Director; Ken Welch, TRS Deputy 

Director; Betsey Jones, Director of Health Care Policy and 
Administration; Conni Brennan, TRS General Counsel 

 
Date: May 29, 2012 
 
Re: Adoption of Proposed Amendments to TRS-Care rule 34 TAC §41.4 

(Relating to Employer Health Benefit Surcharge in TRS-Care)  
 
 
Background 
 
TRS-Care rule §41.4, Employer Health Benefit Surcharge, implements the statutory 
health benefit surcharge owed by a TRS covered employer for each month that the 
employer reports that a retiree enrolled in TRS-Care is working in a TRS-covered 
position.  The surcharge is not owed by an employer for any retiree employed by that 
employer who retired from TRS before September 1, 2005. 
 
Adoption of Proposed Rule Amendments 
 
At its December 2011 meeting, the Policy Committee authorized publication of proposed 
amendments to this rule.  The staff submitted the proposed amendments to the Texas 
Secretary of State for publication in the Texas Register.  The proposed amendments 
were published for at least 30 days before this meeting, and they now may be adopted 
by the Board of Trustees.  No public comments were submitted on the proposed 
changes. 
 
Summary of Proposed Rule Amendments  
 
From its inception, rule §41.4 has directed each retiree to submit a TRS-generated form 
to his or her employer that provides the details of the retiree’s TRS-Care coverage (i.e., 
the coverage tier, years of service credit, category of enrollment, all employers of the 
retiree, and all employers of any other retire enrolled under the same TRS-Care account 
identification number). 
 

Legal Services 



To facilitate administrative efficiency and more accurate payment of the TRS-Care 
surcharge, staff recommends a new approach in which TRS itself will provide, directly to 
the employer, the amount of the surcharge associated with the employment of a given 
retiree enrolled in TRS-Care.  The retiree will no longer be required to provide 
information to the employer concerning the details of his enrollment in TRS-Care. 
 
Substantive changes  
 

• Existing subsections (b) and (c), respectively, direct the retiree to submit a TRS-
generated health benefit surcharge information form to his or her employer that 
provides the details of the retiree’s TRS-Care coverage and to submit an updated 
copy of the same form when changes occur in coverage or employment status.  
With the proposed deletion of these two subsections, the retiree will no longer 
be required to provide the health benefit surcharge information form to the 
employer.  However, the retiree will still be required to inform the employer of 
the identification of all employers of the retiree and all employers of any other 
retiree enrolled under the same account identification number; this requirement 
is being moved from the deleted subsection (b) to the re-lettered subsection (f). 

 
• The proposed changes to existing subsection (d), which will become the new 

subsection (b), provide that the employer will pay the surcharge established by 
the TRS Board of Trustees.  The deletion of the language in existing subsection 
(d) that refers to the health benefit surcharge information form is consistent with 
the deletions in existing subsection (b), noted above; this deletion also provides 
greater flexibility in administering this rule. 

 
• Existing subsections (f), (g) and (n), along with the opening clause of existing 

subsection (h), all address various aspects of the surcharge that have applied to 
specific time periods in the past.  However, with the passage of time, the 
language of these subsections is no longer needed and, for the sake of clarity, 
staff is proposing that the language of these subsections be deleted from this 
rule. 

 
• The proposed addition of new subsection (k) states that the employer will 

maintain the confidentiality of any information provided to the employer under 
this rule. 

 
Non-Substantive changes  
 

• The last portion of existing subsection (d) is a restatement of existing law and is 
no longer needed in the rule itself.  Consequently, staff proposes the deletion of 
this language. 

 



• In staff’s proposal, the last sentence of existing subsection (b) is being moved to 
proposed subsection (c). 

 
• All of the other proposed changes that appear throughout this rule are for 

clarification purposes or to provide accurate internal references. 
 
Staff Recommendation 
 
Staff asks the Policy Committee to recommend that the Board of Trustees adopt the 
proposed amendments to TRS-Care rule §41.4, concerning the employer health benefit 
surcharge, as published in the Texas Register. 
  



 



Teacher Retirement System of Texas 
 

BOARD RESOLUTION  

Adopting Amended TRS-Care Rule 34 TAC §41.4 

June 7 - 8, 2012 
 
Whereas, Section 1575.204 of the Texas Insurance Code requires that 
each state fiscal year, each employer who reports to TRS the employment 
of a retiree who retired from TRS on or after September 1, 2005 and is 
enrolled in TRS-Care shall contribute to the TRS-Care fund the difference, if 
any, between the contribution amount that the reported retiree is required 
to pay for coverage of himself and his dependents in TRS-Care and the full 
cost of coverage for the retiree and his dependents (hereinafter, the 
“health benefit surcharge”); 
 
Whereas, TRS-Care rule §41.4 provides details about the health benefit 
surcharge, including the responsibilities of employers and retirees with 
regard to the health benefit surcharge; 
 
Whereas, staff has recommended amendments to TRS-Care rule §41.4 in 
order to facilitate administrative efficiency, to promote more accurate 
payments of the health benefit surcharge, and to clarify and update the 
rule itself;  
 
Whereas, pursuant to the authority granted by the Policy Committee at its 
December 2011 meeting, TRS published proposed amendments to TRS-
Care rule §41.4 for public comment in the January 6, 2012 issue of the 
Texas Register, and the public had at least 30 days notice of TRS' intention 
to adopt the proposed amendments before the board considered their 
adoption, and TRS received no comments; and 
 
Whereas, The board's policy committee has recommended that the board 
adopt the proposed amendments, and the board desires to adopt the 



proposed amendments without changes to the published texts of the 
proposed rule; now, therefore, be it  
 
Resolved, That the board hereby: 

 
1) Adopts amended TRS-Care rule 34 TEX. ADMIN. CODE §41.4 as 

published in the January 6, 2012 issue of the Texas Register (37 
TexReg 58);  

 
2) Incorporates by reference into this Resolution, as though fully set 

out in it, the applicable policy committee and board meeting 
materials, discussions and actions, including the approved  rule text 
and reasoned justification for its adoption as presented in those 
meeting materials, discussions and actions; 

 
3) Grants the TRS staff authority to prepare and to file all documents 

required by this Resolution, to work with the Office of the Secretary 
of State in preparing and filing such documents, and to make any 
technical changes required for publication of the adopted rule; and 

 
4) Grants the board chairman the authority to sign an order showing 

the action of the board. 
 



CONSIDERATION OF ADOPTION OF PROPOSED 
 AMENDMENTS TO TRS-CARE RULE §41.4 

 
TRS Policy Committee Meeting 

June 7 - 8, 2012 
 

Text of Proposed Rule Changes Published 
for Public Comment in the Texas Register 

 
TEXAS ADMINISTRATIVE CODE 
TITLE 34  PUBLIC FINANCE 

PART 3  TEACHER RETIREMENT SYSTEM OF TEXAS 

CHAPTER 41  HEALTH CARE AND INSURANCE PROGRAMS 

SUBCHAPTER A  RETIREE HEALTH CARE BENEFITS (TRS-CARE) 
 

 
RULE §41.4 Employer Health Benefit Surcharge 

   
 

(a) When used in this section, the term "employer" has the meaning given in §821.001(7), 
Government Code.  
(b) A retiree who is enrolled in the health benefits program ("TRS-Care") provided pursuant to 
the Texas Public School Retired Employees Group Benefits Act, is working in a TRS-covered 
position, and is reported on the Employment of Retired Members Report to the Teacher 
Retirement System of Texas ("TRS") shall submit the TRS-Care Employer Health Benefit 
Surcharge Information Form, promulgated by TRS, to the employer, providing details of the 
retiree's TRS-Care coverage tier, years of service credit, and category of enrollment, as well as 
the identification of all employers of the retiree and all employers of any other retiree enrolled 
under the same account identification number, as required by the form. The criteria used to 
determine if the retiree is working in a TRS-covered position are the same as the criteria for 
determining employment eligible for TRS membership. 
(c) The retiree must submit to the employer an updated Employer Health Benefit Surcharge form 
when changes occur in coverage or the employment status of any retiree or other individual 
enrolled under the same account identification number. 
(bd) For each report month a retiree is enrolled in the health benefits program (“TRS-Care”) 
provided pursuant to the Texas Public School Retired Employees Group Benefits Act, is working 
in a TRS-covered position, and is reported on the Employment of Retired Members Report to the 
Teacher Retirement System of Texas (“TRS”), the employer that reports the retiree shall, using 
the information provided by the retiree to the employer on the Employer Health Benefit 
Surcharge form, pay monthly to the Retired School Employees Group Insurance Fund (the 
"Fund") a surcharge established by the Board of Trustees of TRS.amount that is derived by 
taking the difference, if any, between:  



(1) the monthly full cost, as set by the trustee, for all individuals (including a spouse and 
children, if any) enrolled under the same account identification number; and  
(2) the monthly total premium, as set by the trustee, for all individuals (including a spouse 
and children, if any) enrolled under the same account identification number.  

(c) The criteria used to determine if the retiree is working in a TRS-covered position are the 
same as the criteria for determining employment eligible for TRS membership. 
(de) The surcharge is also owed by the employer on any retiree who is enrolled in TRS-Care, is 
working for a third party entity but is serving in a TRS-covered position, and who is considered 
an employee of that employer under §824.601(d) of the Government Code.  
(f) The surcharge under subsection (d) of this section is due from each employer that reports a 
retiree as working in a TRS-covered position on or after September 1, 2005, beginning with the 
report month for September 2005.  
(g) For the 2005-2006 and 2006-2007 school years, the surcharge under subsection (d) of this 
section is not owed:  

(1) by an employer for any retiree reported by that employer on the Employment of Retired 
Members Report for the report month of January 2005;  
(2) by an employer for any retiree reported by a second employer on the Employment of 
Retired Members Report for the report month of January 2005, if both employers are school 
districts that consolidate into a consolidated school district on or before September 1, 2005; 
or  
(3) by an employer for a retiree reported as working under the exception for Substitute 
Service as provided in §31.13 of this title unless that retiree combines Substitute Service 
under §31.13 of this title with other TRS-covered employment in the same calendar month. 
For each calendar month that the retiree combines substitute service and other TRS-covered 
employment, the surcharge is owed by the employer that reports the retiree on all 
compensation earned by the retiree, including compensation for the substitute service.  

(eh) Beginning with the 2007-2008 school year, tThe surcharge under subsection (bd) of this 
section is not owed:  

(1) by an employer for any retiree employed by that employer who retired from TRS before 
September 1, 2005; or  
(2) by an employer for a retiree reported as working under the exception for Substitute 
Service as provided in §31.13 of this title unless that retiree combines Substitute Service 
under §31.13 of this title with other TRS-covered employment in the same calendar month. 
For each calendar month that the retiree combines substitute service and other TRS-covered 
employment, the surcharge is owed by each employer as provided in this section.  

(fi) A retiree who is enrolled in TRS-Care, is working in a TRS-covered position, and is reported 
on the Employment of Retired Members Report to TRS shall inform the employer the 
identification of all employers of the retiree and all employers of any other retiree enrolled under 
the same account identification number.  An employer who reports to TRS the employment of a 
retiree who is enrolled in TRS-Care and is working in a TRS-covered position shall inform TRS 
as soon as possible in writing of the name, address, and telephone number of any other employer 
that employs the retiree or any other retiree who is also enrolled under the same account 
identification number.  
(gj) If more than one employer reports the employment of a retiree who is enrolled in TRS-Care 
to TRS during any part of a month, the surcharge under subsection (bd) of this section required 
to be paid into the Fund by each reporting employer for that month is the total amount of the 



surcharge due that month divided by the number of reporting employers. The pro rata share owed 
by each employer is not based on the number of hours respectively worked each week by the 
retiree for each employer, nor is it based on the number of days respectively worked during the 
month by the retiree for each employer.  
(hk) If a retiree who is enrolled in TRS-Care is employed concurrently in more than one position 
that is not eligible for TRS membership, the surcharge is owed if the combined employment is 
eligible for membership under §25.6 of this title. If the employment is with more than one 
employer, the surcharge will be paid according to subsection (gj) of this section by each 
employer.  
(il) If a retiree who is enrolled in TRS-Care is employed concurrently in more than one position 
and one of the positions is eligible for TRS membership and one is not, the surcharge is owed on 
the combined employment. If the employment is with more than one employer, the surcharge 
will be paid according to subsection (gj) of this section by each employer.  
(jm) If a retiree who is enrolled in TRS-Care is employed in a position eligible for TRS 
membership, the surcharge will be paid according to subsection (gj) of this section by each 
employer on all subsequent employment, whether eligible for membership or not, with a TRS-
covered employer for the same school year.  
(n) Notwithstanding subsections (a) - (m) of this section, for the 2005-2006 school year only, a 
retiree  

(1) who retired before September 1, 2005,  
(2) who is enrolled in TRS-Care, and  
(3) who is employed for a period of more than four and one-half months due to the 
enrollment of students displaced by Hurricane Katrina may be considered a temporary 
employee whose employment is not subject to the surcharge under this section. 

(k) The employer shall maintain the confidentiality of any information provided to the employer 
under this section and shall use the information only as needed to carry out the purposes stated in 
this section and related applicable rules or statutes. 
 



 



 
 

MEMORANDUM 
 
 
TO:    The Board of Trustees 
 
FROM:    Brian Guthrie, Executive Director 
    Timothy Wei, Assistant General Counsel 
 
COPY:    Steven Huff, Fiduciary Counsel 
 
DATE:    May 24, 2012 
 
RE:      Ratification of Executive Director’s Designation of Key Employees  
 

 
The  Board  is  required  by  the  TRS  statute  to  determine  which  TRS  employees  exercise  significant 
decisionmaking  or fiduciary authority, i.e., key employees.  At the April 2012 Board meeting, the Board 
adopted a resolution implementing new determinations of key employees.   
 
The Board resolution also authorizes the Executive Director to designate additional key employees.  The 
Board  resolution provides  that,  in making  these designations,  the Executive Director  should  consider 
“the influence the employee exercises, the nature of the employee’s job, the information to which the 
employee has access, or another appropriate reason.”   The Board resolution further provides that the 
Executive Director shall notify the Board of any such designations at the next Board meeting to allow the 
Board to consider ratification of the designations.  
 
Since  the  April  2012  Board  meeting,  the  Executive  Director  has  designated  three  additional  key 
employees:   
 

 Patricia Cantu,  

 Stuart Bernstein, and  

 Chief of Staff to the Chief Investment Officer (currently Ashley Baum).  
 
All of these employees work in the Investment Management Division (“IMD”).  Ms. Cantu is instrumental 
in  the  operations  functions  of  the  IMD with  influence  over  contracts,  soft  dollars,  travel,  and  other 
areas.   Mr. Bernstein  runs TRS’ emerging manager program and exercises significant  influence  in  that 
area.    The  Chief  of  Staff  to  the  Chief  Investment Officer  is  a  key  employee  position  because  of  the 
influence that employee exercises and the information to which that employee has access.  Because the 
Executive Director is designating the position as a supplemental key employee position, whoever holds it 
will automatically become a key employee when he or she assumes the Chief of Staff position.     
 
For  the  reasons  cited  above,  the  staff  requests  that  the  Board  ratify  the  Executive  Director’s 
designations of Patricia Cantu, Stuart Bernstein, and the Chief of Staff to the Chief Investment Officer as 
supplemental key employees.  
 



 



TRS Medical Board and Disability Retirement Process 
 
 
TRS Medical Board 
Government Code Section 825.204 states that the Board of Trustees shall appoint a 
Medical Board composed of three physicians.  The TRS Medical Board is comprised of 
three licensed physicians and is charged with determining whether TRS members who 
apply for disability retirement benefits meet the statutory requirements to receive such 
benefits.  Specifically, members of the TRS Medical Board must determine whether a 
member is mentally or physically disabled from the further performance of duty and 
whether the disability is probably permanent.  
 
Medical Board members must be physicians licensed to practice medicine in the State of 
Texas and be of good standing in the medical profession.  The position requires review of 
TRS member applications for disability retirement and supportive documentation 
provided by the member and the member’s physician(s).  The majority of TRS disability 
retirements are related to neurological, metabolic, neoplastic, psychological, 
cardiovascular, or degenerative joint diseases, or related to back problems.  Medical Board 
members must be experienced in these areas, and in rendering decisions concerning 
disability.  The TRS Medical Board meets at noon every other month to discuss matters 
related to disability retirement.  Members are typically appointed to the three-member 
board for a six-year term and are currently paid $33,300 per year for services performed 
under contract. 
 
The current Medical Board members are:  Dr. Larry D. Wilson (Chair), Dr. James A. 
Reinarz, and Dr. Alice D. Cox. 
 
Disability Retirement Application Process 
Any member of TRS, regardless of age and years of credited service, may apply for 
disability retirement benefits if:  (1) they are mentally or physically disabled from the 
further performance of duty; and (2) the disability is probably permanent.  To apply for 
disability retirement benefits, a member may contact TRS by telephone or complete and 
send a “Request for Estimate of Retirement Benefits” form (TRS 18).  Form TRS 18 is 
available on the TRS website and may be submitted electronically via MyTRS.  Upon 
receipt of the member’s request, a disability retirement packet, including all necessary 
forms and instructions, is sent to the member.  Included in the disability retirement packet 
are forms for both the member and the member’s physician to complete, describing and 
documenting the member’s disability.  
  
Medical Board Certification Process 
When TRS receives these completed disability statements, usually accompanied by other 
medical documentation, they are made available electronically, through a secure file 
transfer protocol (SFTP server) requiring a unique user ID and password, to the TRS 
Medical Board for review.  The Medical Board members, acting as independent 
contractors, separately review each member’s disability documentation.  A member’s 
disability may then either be:  (1) certified; (2) certified subject to annual re-examination; 
(3) not certified; or (4) remain open subject to receipt of additional medical information 



specified by the Medical Board.  Generally, the Medical Board members return their 
decisions within 10 business days.    
     
If certified subject to annual re-examination, the disability retiree must provide current 
medical documentation of the disability each year, on or about the anniversary date of 
their retirement, for a period of five years.  After five years, the disability retiree must 
furnish current medical information every three years until attaining age 60.  The re-
examination documentation is submitted to the Medical Board and undergoes the same 
review process discussed above. 
 
Since the TRS Medical Board does not see or examine applicants, it is crucial that the 
Medical Board receive current, objective medical evidence in order to understand the 
applicant’s current functional capacities and limitations, diagnosis, and job-related 
disability prognosis.  The most common problem facing a disability applicant and the TRS 
Medical Board is lack of sufficient, objective medical evidence to certify a disability.  At 
times, a member’s physician will complete, only in general terms, the physician’s 
statement, without supplying reports from consultants, current laboratory reports, or 
results of diagnostic tests.  In these cases, the TRS Medical Board requests additional 
medical information before they render a decision.   
 
As of April 30 of the 2012 fiscal year, the Benefit Processing retirement team has 
submitted 531 disability retirement applications to the Medical Board for certification.  Of 
these 531 applications, 454 have been certified, 60 have been certified subject to annual 
re-examination, and 17 have not been certified.  The attached chart illustrates historical 
data pertaining to disability retirement applications.        
               
Disability Retirement Benefits 
Disabled members who have at least 10 years of credited service have their disability 
retirement standard annuity benefit calculated using the same formula as the standard 
annuity for service retirement; however, the disability standard annuity is unreduced for 
early age.  The disability applicant may select the standard annuity or any of the same 
optional retirement payment plans available to service retirees.  Selection of an optional 
payment plan reduces the standard annuity by application of age-related actuarial factors.  
The actuarial factors for disability retirees are different than those for service retirees due 
to different actuarial assumptions for the two groups.  Disability retirees are not eligible to 
select a partial lump-sum option (PLSO) distribution. 
 
Disabled members who have less than 10 years of credited service are eligible to receive a 
gross monthly benefit of $150 for the shortest of the following periods:  (1) the duration of 
the disability; (2) a period equal to the number of months of credited service attained 
before retirement; or (3) the remainder of the disability retiree’s lifetime.   
 
A TRS member who is certified as disabled may enroll in the TRS-Care retiree health 
benefits plan, if the member is not eligible for coverage under another statewide group 
health benefits plan.  Once enrolled in TRS-Care, an individual may continue to 
participate as long as they remain a disability retiree.   
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Retiree Advisory Committee Meeting Agenda 
Date: Friday, June 1, 2012 

Time: 1 p.m. to 3 p.m. 
Location:  Board Room (East Building 5th floor) 

Teacher Retirement System of Texas  
1000 Red River Street, Austin, TX 78701 

 

1. Call to Order – Sue Passmore, Chair 

2. Roll Call of Committee Members 

3. Approval of Minutes from the June 3, 2011 RAC meeting 

4. Public Comments 

5. Consideration of and/or selection of a Vice Chairperson for the RAC 

6. TRS-Care Financial Status – Bill Hickman, Consultant – Gabriel, Roeder, Smith & 

Company 

7. Update on Legislation: Affordable Care Act, Medicare Part D option, etc. – Betsey Jones 

8. Update on Pharmacy Benefit Manager transition, Medicare Advantage Option -  Bob 

Jordan, Director of Health and Insurance Benefits 

9. Rates and benefits for TRS-Care 1, 2, and 3.  Betsey Jones and Bill Hickman.   

10. Update on TRS-Care Study – Betsey Jones and Bill Hickman. 
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Memorandum 
 
 
To:  Board of Trustees of the Teacher Retirement System of Texas 
 
From:  Brian Guthrie, Executive Director 
  Betsey Jones on behalf of the TRS-Care RFP Evaluation Team 
   
Date:  June 6, 2012 
 
Re:  Selection of TRS-Care Medicare Advantage Carrier 
 

Introduction 
As authorized under Chapter 1575, the Teacher Retirement System of Texas (TRS) and its 
consultant, Gabriel Roeder Smith & Company (GRS), solicited and evaluated proposals to select 
a Medicare Advantage carrier for TRS-Care, the statewide health benefits plan for retired Texas 
school employees.  The Medicare Advantage carrier will provide coverage in qualified fully-
insured Medicare Advantage plans to eligible TRS-Care 2 and TRS-Care 3 participants who 
have Medicare Parts A and B. The Request for Proposals (RFP) was posted and published 
January 4, 2012. 

 

Eligibility for Consideration 
The Medicare Advantage carrier must have demonstrated conclusively the capability to 
administer plans as large and complex as TRS-Care.  Rules adopted by the Board of Trustees and 
minimum requirements recommended by GRS for organizations submitting proposals state that 
respondents must have: 

1. At least three years experience providing Medicare Advantage claims administrative 
services. 
 

2. At least one employer group with 75,000 plan participants or a total of 1,000,000 
Medicare covered lives for which it provides medical claims administrative services. 
 

3. At least one billion dollars ($1,000,000,000) in annual medical benefit payments. 
 

4. Been approved by the Centers for Medicare and Medicaid Services (CMS) to offer 
Medicare Advantage plans in the State of Texas and all states where TRS has Retirees. 
 

5. A license to do business in the State of Texas and comply with all applicable state and 
federal laws and the rules of TRS. 
 

6. Agreed to provide claims level data to TRS or other designated parties on a monthly basis 
including 12 months of run-out after the contract has been terminated. 
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Responses 
The following three organizations responded by the March 1, 2012 deadline: 

• Aetna 

• Humana 

• United Healthcare 

 

The non-financial portions of each of the three proposals were evaluated by a review team 
consisting of three voting TRS senior staff members, supported by five other TRS employees 
from Health & Insurance Benefits, Legal, Internal Audit, Purchasing and a team provided by 
GRS. The GRS team consisted of Bill Hickman, Amy Cohen, ASA, Mike Madalena, and Zach 
Davis, ASA.  Each voting team member independently scored the proposals.  

 

The financial portions of each of the three proposals were evaluated by the GRS team, which 
presented their analysis to TRS for inclusion in the overall evaluation of each proposal. 

 

Based on aggregated results, all three respondents were invited to best and final offer meetings 
conducted on April 24, 2012. Each respondent was asked additional questions during the best 
and final offer meeting and to provide additional clarifying information and data for 
consideration by TRS. 

 

Evaluation Methodology 
The evaluation team consisting of TRS staff members and GRS consultants reviewed the 
finalists’ proposals, responses during the best and final offer meetings, and subsequent 
information provided to TRS by the respondents.  In its review the team considered, among other 
factors, the following: 

• Statewide Network Access – Existing networks and willingness to solicit additional 
providers if requested by TRS. 

• Quality of Service – Service to TRS-Care participants and TRS.  It includes staff dedicated to 
TRS, training, performance guarantees and flexibility. 

• Costs – Includes administrative costs and premiums. 

 

Evaluation Process 
Questionnaire and Administrative Requirements– Respondents completed a detailed 
questionnaire that encompassed general information, corporate capability information, corporate 
financial information, network access, quality management, administrative ability, and the ability 
to manage TRS-Care and conduct participant enrollments.  They were provided a list of 
administrative requirements to which they either agreed or provided alternatives for the 
consideration of the evaluation team. 
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Program Costs/Pricing 
TRS initially requested each respondent to provide responses and pricing for two plans with, at a 
minimum, benefits actuarially equivalent to TRS-Care 2 and TRS-Care-3, respectively.  The 
respondents were subsequently asked to price two additional plans with specific benefit designs 
in advance of the finalist meetings. 

Finalists Interviews – In finalist interviews with Aetna, Humana, and United Healthcare, the 
evaluation team explored several elements of the respondents’ proposals in greater detail. Each 
respondent was asked to provide additional information following the finalist meetings for 
consideration by TRS. 

Evaluation Team — The evaluation team consisting of TRS and GRS staff considered all the 
information provided by the finalists in their proposals, interview responses, and subsequent 
materials and determine the ranking of each Medicare Advantage carrier for presentation to TRS 
Executive Management. 

Recommendation to the TRS Board of Trustees — TRS Executive Management will review the 
final recommendation of the evaluation team and present its recommendation to the Trustees 
during their June 6-7, 2012, meeting. 



 



Teacher Retirement System of Texas 
 

RESOLUTION SELECTING THE MEDICARE 
ADVANTAGE CARRIER FOR TRS-CARE 

June 6 - 7, 2012 
 
WHEREAS, Chapter 1575, Texas Insurance Code, governs the Texas Public School 
Retired Employees Group Insurance Program (“TRS-Care”) and authorizes the Teacher 
Retirement System of Texas (“TRS”), as trustee, to implement the group coverage 
program described in the statute; 
 
WHEREAS, TRS issued a Request for Proposals (“RFP”) to interested entities for a 
Medicare Advantage carrier to provide coverage in qualified, fully insured Medicare 
Advantage plans for TRS-Care; 
 
WHEREAS, TRS received responsive proposals from several entities to provide such 
Medicare Advantage coverage for TRS-Care;  
 
WHEREAS, TRS staff and the TRS healthcare consultant, Gabriel, Roeder, Smith & 
Company (“GRS”), have discussed the proposals with the TRS Board of Trustees (the 
“Board”), provided relevant information to the Board, and made a recommendation to 
the Board concerning the selection of a Medicare Advantage carrier;  
 
WHEREAS, The Board has considered the recommendation made by TRS staff and 
GRS and desires to select a Medicare Advantage carrier for TRS-Care; now, therefore, 
be it 
 
RESOLVED, That the Board hereby selects _______________________________ to 
be the Medicare Advantage carrier to implement and provide coverage in qualified, fully 
insured Medicare Advantage plans for TRS-Care beginning on January 1, 2013, subject 
to negotiation and execution of a final agreement for a two-year term to commence on 
January 1, 2013, with four optional one-year renewals; 
 
RESOLVED, That the Board authorizes the Executive Director to expend funds deemed 
by him to be necessary or advisable to implement the Board’s selection of the Medicare 
Advantage carrier and further to execute all documents and take all actions deemed by 
the Executive Director to be necessary or advisable to implement this resolution, as well 
as all actions deemed by him to be necessary to negotiate a contract with the Medicare 
Advantage carrier on the same or better financial terms presented to the Board and on 
such other terms and conditions deemed by the Executive Director to be in the best 
interest of TRS-Care, it being understood that the Board’s selection pursuant to this 
resolution shall not be construed as a binding agreement or obligation to contract, and 



there shall be no binding agreement among the parties until a full and final written 
contract is negotiated and signed by both parties. 
 



TRS Facilities Planning
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History

1937 – Leased first office at the Labor Temple Building, 200 E 10th Street.

1939 – Moved to 3,200 square feet of leased space at 608 Lavaca.

1946 – Relocated to the Tribune Building at 10th and Colorado.

1954 – Moved to the First Federal S&L Building at 11th and San Jacinto.

1959 – Relocated to Sam Houston Building at 14th and San Jacinto.

1964 – Moved to the Lowich Building at 314 W 11th Street.

1965 – A constitutional amendment gave TRS the authority to build
headquarters.

1974 – West Building construction was completed.

 It has a gross area of 80,384 square feet.
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History (Cont’d)

1988 – West Building central plant was completed.

 The 5th floor mechanical room houses the central plant.
 It is equipped to provide heating, ventilating, and air conditioning 

for the East and West buildings.

1990 – East Building construction was completed.

 It has a gross area of 137,592 square feet.
 It has five levels of underground parking with a gross area of 

141,912 square feet and 329 spaces.
 Surface parking provides an additional 160 spaces.

1990 – West Building  remodel was completed.

2009 – Investment Management Division leased 47,034 square feet at 
816 Congress Ave.
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Major Repairs 
and Renovations

2001 – The water cooling tower was replaced.
 The water cooling tower pre-cools water for the air conditioning 

system.

2005 – The roof was replaced.
 Roof is under warranty until 2025.

2006 – Caulking and waterproofing project was completed.
 Only above ground water proofing was included in this project.

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.
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Major Repairs 
and Renovations (Cont’d)

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.

2011 – Security systems were upgraded and modernized.

2012 – HVAC Retrofit Project .
 Replace HVAC system components with fully automated high 

efficiency components.
 Automate Data Center HVAC equipment.
 Install an emergency power generator for the Data Center and 

the Data Center HVAC equipment. 



6

Anticipated Future Needs

2014-2015
 Replace East Building air handlers.
 Correct air pressure imbalance in West Building stairwells.
 Replace kitchen vent hood fire suppression system.

2016-2017
 Replace the east building garage sump pump system.
 Replace east building garage fire sprinkler piping.
 Replace electrical switch gear.
 Retrofit east building water supply.

2018-2019
 Repair spalling and waterproof building exterior concrete.
 Repair east building garage underground waterproofing.

2020-2021
 Renew interiors.
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Assessment

A space assessment completed by the Texas Facilities Commission in 
July 2011 concluded:
 TRS should develop short and long range facility planning 

strategies.
 The Red River campus interior architecture and infrastructure 

systems are obsolete and grossly inefficient.
 An analysis should be conducted to determine the costs and 

benefits of several options to accommodate TRS administrative 
space needs:
• Current status.
• Remodel the Red River campus.
• Demolish the Red River campus and build a new facility on the 

site.
• Purchase a new building and sell the Red River campus.
• Build on another site and sell the Red River campus.
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Current Status 

Pros

 Adequate space for short-term growth.
 No significant capital outlay associated with other options.

Cons

 Short-term underutilized space at Red River campus.
 Coordination and logistic issues between Red River campus and 

816 Congress leased space for IMD.
 Continuing expenses related to leasing space.
 Continuing expenses related to maintenance and repairs at Red 

River campus.
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Remodel Red River Campus 
to Accommodate IMD

Pros

 Coordination and logistic issues between Red River campus and 
816 Congress are eliminated.

 Inefficiency and obsolescence at Red River could be eliminated.

Cons

 Parking availability at Red River does not meet needs if IMD is 
present.

 Property values could fall short-term.
 Remodeling might not be a good investment at the Red River 

campus.
 Additional lease space would be required while remodeling.
 Disruptions during remodeling.
 Remodeled space will not accommodate long-term growth.
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Demolish Red River Campus 
and Rebuild on the Site

Pros

 TRS owns the site, so land would not need to be purchased.

Cons

 Rebuilding might not be a good investment at the Red River 
campus.

 The Capitol View Corridor limits development potential.
 Red River campus property value could fall short-term.
 Additional lease space will be required while rebuilding.
 Multiple moves would be required, causing service interruption.
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Buy a Building and 
Sell Red River Campus

Pros

 Minimize the risk of service interruptions.
 Potential good investment.
 Building could be modified to accommodate short-term and long-

term needs.
 Third party tenants could create cash flow for space TRS does not 

utilize.

Cons

 Difficult to find a suitable building in a suitable location.
 Might have to pay a premium depending on market conditions.
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Build on Another Site 
and Sell Red River Campus

Pros

 Minimize the risk of service interruptions.
 Suitable location should be relatively easy to locate.
 Building can be designed to accommodate short-term and long-

term needs.
 Potential for good investment.
 Highest  valuation of Red River campus would be achieved 

through sale to a single user such as Texas Facilities Commission.

Cons

 The limited functionality of the Red River campus may mute the 
investment value for a potential buyer.

 An investor would require an opportunistic return.
 A challenge to find a single tenant owner.
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Next Steps

Short-term

 Consult with Legal and IMD regarding options.
 Consider negotiating an extension of the lease at 816 Congress.
 Continue to maintain Red River campus to maximize value.
 Forego major remodeling at the Red River campus.

Long-term

 Consult with Governor and Legislature.
 Consult with Texas Facilities Commission regarding locations.
 Consider engaging an architectural firm to design space 

requirements.
 Consider engaging a real estate professional to locate a site.



 



 
 

Memorandum 
 
 
TO:  TRS Board of Trustees 
 
FROM:   Brian Guthrie, Executive Director 
   
SUBJECT:  STRATEGIC PLAN FISCAL YEAR 2013-2017 STATUS 
 
DATE:   June 7, 2012      
 
 
In accordance with the March 2012 Instructions for Preparing and Submitting Agency 
Strategic Plans (Instructions) issued by the Governor’s Office of Budget, Planning and 
Policy, and the Legislative Budget Board, TRS is in the process of preparing its fiscal year 
2013-2017 Strategic Plan.  Each state agency must complete and submit their plan every 
two years.  
 
Our strategic plan is a formal document that communicates our vision, mission, goals, 
objectives, and direction to various audiences, including our members, member 
associations, the Governor, the Legislature, client and constituency groups, the public, 
and TRS employees.  In addition to the items listed above, the Instructions state that our 
strategic plan must contain, or address (where applicable), the following items:  

• Historically Underutilized Business Plan;  
• Description of Agency Planning Process;  
• Discussion of Current-Year Activities;  
• Workforce Plan; and  
• Report on Customer Service.  

 
The goal of strategic planning is to anticipate and accommodate the future by identifying 
issues, opportunities, and problems.  Our strategic plan defines what TRS is and intends to 
be, as well as the principles guiding it.  Strategic planning relies on careful consideration of 
TRS’ capabilities and environment and may lead to priority-based allocation of fiscal, 
human, technological, capital, and other resources.   
 
Building on the Mission Statement and Goals previously adopted by the Board, the plan 
enhances decision-making by improving internal communication and by identifying TRS’ 
strategies and objectives and the factors affecting the agency.  The process of developing 
the strategic plan also improves TRS’ external communications and emphasizes customer 
service. 
 
A successful strategic planning process provides many benefits to TRS and those affected 
by our operations.  By clarifying our purpose and direction, TRS develops a stronger 
identity.  Our strategic plan for fiscal year 2013–2017 is due July 6, 2012.  



 



TEACHER RETIREMENT SYSTEM OF TEXAS 
2014 – 2015 Legislative Appropriations Request (LAR) Update 

 
 

• LAR instructions and policy letter have not been issued as of the date of the board material mailing. 
 

• Pension fund salary growth assumptions remain at 0% for public education and 2% for higher education, as discussed in 
April. 
 

• TRS’ baseline request for pension funding is 6.4% of payroll with exceptional items requesting state matching increases 
to 6.9% in 2014 and 7.4% in 2015. 
 

• Retired plan salary growth assumptions remain at 0%, as discussed in April.   
 

• TRS’ baseline request for TRS-Care is the statutorily required 1% of payroll. 
 

• The more notable administrative budget increases include staffing, travel, and capital projects. 
 

− The addition of 13 FTEs is being requested.  Staffing and workforce assessments necessitate the addition of FTEs in 
order to effectively carry out benefit and investment administration while maintaining current service levels.  
Primary workload drivers include legislation, increased retirements, open record requests, complexities of 
investment transactions, and the implementation of the TEAM program.   
 

− Mission critical trips responding to Risk Alarms and advisory board trips are the primary drivers for the requested 
increase in travel. 

 
− Maintaining current capital project authority and restoring projects reduced during the 2012-2013 legislative 

session are the primary drivers increasing capital expenditures. 
 
 

• $25 million is being requested for the TEAM program as well as the authority to transfer into the 2014 – 2015 biennium 
any unused funding from the 2012 – 2013 biennium. 
 

• Staff will notify the TRS Board when instructions are available. 
 

• TRS will continue to work with staff from the LBB, Governor’s Office, and the Legislature on the development of the 
baseline request and formal LAR document. 
 



   DRAFT                    

(A) (B) (C) (D)

2014 2015
2014-2015 
Biennium 

2012-2013 
Baseline

 Base 
Request Net 
Incr (Decr) 

Exceptional 
Items Request  

2014

Exceptional 
Items Request  

2015
Grand Total 
Requested

Pension Trust Fund
  Public Education - 6.4% State Contribution  $ 1,307,101,424 1,307,101,424  2,614,202,848  2,543,773,634  70,429,214    102,117,299     204,234,598     2,920,554,744 
  Higher Education - 6.4% State Contribution 182,287,109    185,882,984     368,170,094     337,958,449     30,211,644    14,241,180       29,044,216       411,455,490    
  Higher Education - General Revenue Dedicated 110,344,561    112,551,452     222,896,013     204,252,500     18,643,513    8,620,669         17,586,164       249,102,846    
  Administrative Operations* 80,638,608      78,411,088       159,049,696     149,773,752     9,275,944      n/a n/a 159,049,696    

Total Pension Trust Fund  $ 1,680,371,702 1,683,946,948  3,364,318,651  3,235,758,335  128,560,315  124,979,148     250,864,978     3,740,162,776 

Retiree Health Benefits Program (TRS-Care)
  State Contribution Rate at 1.0% $ 247,120,173    247,120,173     494,240,346     370,612,235     123,628,110  -                    -                    494,240,346    

GRAND TOTAL APPROPRIATIONS $ 1,927,491,875 1,931,067,121  3,858,558,996  3,606,370,571  252,188,426  124,979,148     250,864,978     4,234,403,122 

General Revenue Fund  $ 1,733,923,779 1,737,517,823  3,471,441,602  3,247,645,491  223,796,112  116,156,532     232,874,633     3,820,472,767 
General Revenue Dedicated -

 Other Educational & General 110,344,561    112,551,452     222,896,013     204,252,500     18,643,513    8,620,669         17,586,164       249,102,846    
Sub-Total GR & GR Dedicated $ 1,844,268,340 1,850,069,275  3,694,337,615  3,451,897,991  242,439,625  124,777,201     250,460,797     4,069,575,613 

Pension Trust Fund - Employee Retirement $ 2,584,927        2,586,758         5,171,685         4,698,828         472,857          201,947            404,181            5,777,813         
Pension Trust Fund -Administration 80,638,608      78,411,088       159,049,696     149,773,752     9,275,944      n/a n/a 159,049,696    

GRAND TOTAL FUNDING $ 1,927,491,875 1,931,067,121  3,858,558,996  3,606,370,571  252,188,426  124,979,148     250,864,978     4,234,403,122 

FTEs - Requested/Authorized 503 503 490

NOTES:
(A) Baseline request for pension fund state contribution is 6.4%. Payroll growth assumptions are at 0% for Public Education and 2% for Higher Education.

(B) State contribution rate is 6.0% for FY 2012 and 6.4% for FY 2013.

(C) Exceptional Items Request based on state matching percentage of 6.9%.

(D) Exceptional Items Request based on state matching percentage of 7.4%.

* Administrative Operations Strategy includes $25 million for the TEAM program: $12.1 million for FY 2014 and $12.9 million for FY 2015.

Summary of Legislative Appropriations Request (LAR) for FY 2014 & 2015
                                    TEACHER RETIREMENT SYSTEM OF TEXAS                                

METHOD OF FINANCING

APPROPRIATION

BASE REQUEST



TEACHER RETIREMENT SYSTEM OF TEXAS 
BOARD OF TRUSTEES 

AUDIT COMMITTEE 
 

MEETING AGENDA 
 

June 8, 2012 – 8:00 a.m. 
TRS East Building – 5th Floor, Boardroom 

 
 
 
The Audit Committee will meet at 8:00 a.m. on Friday, June 8, 2012 in the 
5th Floor, Boardroom and conclude at approximately 9:15 a.m. 
 
Representatives from the State Auditor’s Office will present a report on their 
audit of incentive compensation. 
 
Internal Audit staff will present the results of four projects in the areas of 
payroll, investment risk management, security, and investment policy 
compliance.  They will also report on the status of outstanding 
recommendations.   
 
Internal Audit staff will present the results of a survey of other pension fund 
activities in the area of employer audits, discuss the process for developing 
the annual audit plan for 2013, and present routine administrative reports. 
 
 
 
 
  



 



TEAM Update
Since April 2012 Board Meeting

Ken Welch
Amy Morgan
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Accomplishments

Data Management Project   

 Commitments gathering
 Initial draft of the Statement of Work (SOW)

Financial/HR System Upgrade Project

 Commitments gathering
 Product demonstrations by vendors
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Accomplishments (Cont’d)

Pension Administration Line of Business (LOB) System 

 Commitments gathering for the LOB Request For Offer 
(RFO) – 82 out of 102 sessions completed

 Business Rules project
 Vendor product demonstration

Independent Project Assessment RFO 

 Informal meetings with consultants
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Accomplishments (Cont’d)

TEAM Program

 Initial risk identification and assessment with the CMT
 Quarterly TEAM Program status update to the State of 

Texas Quality Assurance Team
 Research on technical architectural components
 Board involvement
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Accomplishments (Cont’d)

TEAM Program (Cont’d)

 Identified complementary projects:
• Organizational change
• Enterprise security
• District reporting and outreach
• Maintenance and enhancement of LOB solution
• Decommissioning of legacy systems
• Business procedures and training
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Current Activities

Data Management Project

 Finalize the SOW and sign contract 
 Begin work June 2012

Financial/HR System Upgrade Project

 Finalize the RFO or SOW
 Work with the selected vendor to finalize the contract(s)

Pension Administration LOB System 

 Commitments gathering for the LOB RFO 
 Business Rules project 
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Current Activities (Cont’d)

Independent Project Assessment RFO 

 Commitments gathering for the RFO 

TEAM Program

 Budget and staffing requirements
 Post positions and hire for approved IT positions
 Documents for the State of Texas Quality Assurance 

Team
 Information Technology Plan recommendation document
 Identify and assess risk for the program
 Communication plans for web based payroll reporting 

changes





MEMORANDUM 

 

Date:  May 17, 2012 

To:  TRS Board of Trustees 
  Brian Guthrie 
  Ken Welch 
 
From:   Don Green 
 
Subject: Evaluation of Gabriel, Roeder, Smith & Company Pension Fund Actuarial Services 

for the period September 2011 through April 2012 
 
 
Summary of Work Performed 
 
During this period, Gabriel, Roeder, Smith & Company (GRS) continued to provide professional advice 
and technical support for Pension related matters to TRS staff in a timely manner.  Services performed 
included the following: 
 

o Prepared actuarial valuation 
o Presented results of valuation to the Board and Legislative staff, Associations and Interested 

Parties 
o Prepared information for GASB/CAFR reporting 
o Provided support and analysis for the legislatively-required Pension Benefit Design study 
o Provided support and analysis on legislative issues, fiscal notes, etc. 

 
 

Assessment of Performance 
 
Feedback from TRS staff interacting with GRS was extremely positive.  It was noted that GRS was very 
flexible and always responded quickly to requests for information.  GRS staff readily made themselves 
available for conference calls and meetings on short notice, and the quality of information provided was 
exceptional.  Their experience in the industry and their in-depth knowledge of TRS programs also proved 
to be invaluable to TRS.  It is also important to note that TRS is one of the few pension systems that 
provides the current year’s valuation information in our CAFR and does not report a year in arrears, 
which would not be possible within such a tight timeframe without the cooperation and expertise of GRS. 
  
TRS staff especially appreciates the professional services provided by Mr. Joe Newton and his team.  
They are highly committed to servicing the needs of TRS.  Mr. Newton and his team have contributed 
greatly to the development of the Pension Benefit Design Study.  They have performed a variety of 
actuarial and fiscal modeling, including modeling changes to the defined benefit plan and creation of 
alternative pension structures.  Additionally, their expertise and knowledge of other pension systems and 
benefit design policy has proved valuable in study development.  Finally, during development of the 
study, Mr. Newton has regularly attended Board meetings, participated in weekly conference calls with 
staff, and presented at two TRS town hall meetings. In summary, GRS’ performance overall is 
outstanding and exceeds expectations. 



 



MEMORANDUM 
 
 
Date:  May 24, 2012 
 
To:   TRS Board of Trustees 

Brian Guthrie, Executive Director 
Ken Welch, Deputy Director 

 
From:  Betsey Jones, Director of Health Care Policy and Administration 
  Bob Jordan, Director, TRS Health & Insurance Benefits 
 
Subject: Evaluation of Health Care Consultant, Gabriel, Roeder, Smith & Company for 

the period September 2011 through May 2012 
 
Summary of Work Performed 
 
During this period, Gabriel, Roeder, Smith & Company (GRS) provided continued 
professional advice and technical support for TRS staff in a timely manner.   Services 
performed included the following: 
 
• TRS-Care 

o Provided month monitoring and status of TRS-Care fund balance. 
o Provided support and analysis for the PBM/EGWP plus wrap and Medicare 

Advantage RFPs. 
o Provided support and analysis for the TRS-Care study. 
o Provided administrative support for ERRP. 
o Provided recommendations for TRS-Care rates and benefits.  
o Prepared the OPEB actuarial valuation.  
o Provided actuarial attestation for the Medicare D subsidy and whether plans met 

Medicare D creditable coverage standards.  
o Provided periodic utilization reports for medical and drug expenses. 
o Participated in year-end reviews of Aetna and Caremark. 
 
 

• TRS-ActiveCare 
o Provided monitoring and status of TRS-ActiveCare fund balance. 
o Provided recommendations for TRS-ActiveCare PPO rates and benefits. 
o Determined whether PPO plans met Medicare D creditable coverage standards. 
o Provided periodic utilization reports for medical and drug expenses. 
o Participated in year-end reviews for BCBSTX and Medco Health. 

 
 
 
 



Assessment of Performance 
 
Feedback from TRS staff interfacing with GRS was extremely positive.  It was noted that GRS 
was very flexible and always responded quickly to requests for information.  GRS staff readily 
made themselves available for conference calls and meetings on short notice, and the quality of 
information provided was exceptional.  Their experience in the industry and their in-depth 
knowledge of TRS programs also proved to be invaluable to TRS.   
 
TRS staff especially appreciates the professional services provided by Mr. Bill Hickman and 
his team.  They are highly committed to serving the needs of TRS.  In summary, GRS’ 
performance overall is outstanding and exceeds expectations. 
 
 
  



M E M O R A N D U M 
 
  

TO:   TRS Board of Trustees  
Brian Guthrie, Executive Director  
Ken Welch, Deputy Director 
 

FROM:  Howard Goldman, Director of Communications 
  
DATE:   June 7, 2012 
 
SUBJECT:  Communications Update 
 
 
During the spring, the TRS Communications department has spent a significant amount of time 
working with other departments to provide TRS-related information to the news media and 
respond to press inquiries. TRS staff has spent a majority of that time providing information to 
The Dallas Morning News. In addition to media relations, Communications has focused on 
several outreach and education projects as noted below: 
 
75th Anniversary Celebration 

 
The TRS 75th Anniversary Committee continues to meet regularly to coordinate plans for our fall 
anniversary celebration. The committee has been focusing on the following: 

• Working with other pension funds to obtain information regarding their recent 
anniversary celebrations.  

• Beginning production of a 75th anniversary video. 
• Developing a TRS Graphics Style Guide. This will guide us in producing updated TRS 

communication materials (letterhead, templates for print and electronic publications, 
letterhead, logos, etc.) as well as commemorative anniversary graphics, etc. 

• Assembling documents for a new website page that will feature the history of TRS with 
milestones, photos, and other news of interest. 

• Preparing an all-employee event, probably a barbeque, in August/September. 
• Evaluating options for creating a new section of the website that would contain brief 

audio recordings of members sharing their thoughts about working in public education. 
• Exploring opportunities for adding a member discount section to the TRS website. 
• Creating a display that will feature photographs of the TRS Umlauf statue while under 

construction. 
• Preparing an official anniversary program for the celebration that will take place in 

conjunction with the September board meeting.   
 

TRTA Executive Director Tim Lee is also moving forward with that association’s plans for an 
anniversary dinner/program during the week of the September board meeting.  
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Other Initiatives 
Communications has been working with other departments on the following projects: 

• Compiled information from our webcast town hall meetings on two legislatives studies. 
• Distributed a new brochure that publicizes the benefits of MyTRS and how to register. 
• Distributed new Laws & Rules books. 
• Produced new MyTRS table tent cards for outreach during office visits. 
• Produced a new MyTRS video. 
• Placed more videos on the TRS YouTube Channel. 
• Assisting with outreach for the TEAM program. 
• Producing a TRS Social Media video and brochure to increase member awareness. 
• Producing a Special Service Purchase Credit video. 
• Working with an e-mail service provider vendor to better manage and improve the 

appearance and delivery of TRS e-mail messages. 
• Produced an updated version of the “TRS – A Great Value for All Texans” video. 

 
You may recall that TRS sent a MyTRS promotional e-mail message from Mr. Guthrie to TRS-
covered employers in mid-November with a request that they forward the message to 
approximately 798,000 active members. As of May 21, 846 entities had sent the message to 
579,322 employees, resulting in 86,493 new MyTRS registrations. We now have 265,277 total 
MyTRS registrations. Follow-up efforts continue with remaining employers. 
 

2012 Member Satisfaction Survey 

The University of North Texas (UNT) Survey Research Center has conducted a 2012 Member 
Satisfaction Survey for TRS. Delivery of this year’s survey results was delayed due to computer 
problems encountered by UNT.  However, initial results have been received and they are 
positive, showing very favorable ratings among TRS members and retirees. Overall, 98.9 
percent of retirees (compared with 98.7 percent in 2010) and 97.4 percent of active members 
(compared to 97.4 percent in 2010) reported that they were satisfied or very satisfied with TRS 
member services.  

The full report and survey highlights will be provided under separate cover and presented at 
the June board meeting.  



MEMORANDUM 
 

 
DATE: May 16, 2012 

 
TO:  Brian Guthrie 
  Ken Welch 

 
FROM: Marianne Woods Wiley 
 
SUBJECT: Benefit Services Statistics Report 
 
This memorandum provides current and historical information on some of the service areas 
of the Benefit Services Division, including benefit processing and counseling services.  The 
benefit processing categories are: 
 
• Retirement Estimates Mailed to Members,  
• Retirement Applications Processed (including Disability and PLSO), 
• Refund Applications Processed,  
• Death Claims Processed and Closed, and 
• New Service Purchase Bills Sent to Members. 
 
The counseling services categories are: 
• Member Telephone Calls,   
• TRS IVR, 
• Counseling Office Visits, 
• Group Session Participants,  
• Convention Attendance, and 
• One-on-one Field Counseling Appointments.   
 
The attached graphs provide monthly statistics for fiscal year 2011 and 2012 through April, 
year-to-date totals for 2012, and annual totals for prior years in these categories.  An 
explanation of each statistical category along with their current status is listed below.  Also 
noted is the current average service delivery turnaround time.  
 
Retirement Estimates Mailed to Members are estimate packets sent to members who 
request estimates for retirement effective dates within one year.  The packets may include 
retirement estimates, retirement instructions, a retirement application, beneficiary designation 
forms, service purchase bills, a TRS-Care enrollment form, a TRS-Care Highlights booklet, a 
long-term care insurance brochure, and any other forms necessary for the member to retire.  
As of, May 14, 2012 TRS had approximately 572 pending requests for retirement estimates.  
Of this total, 137 are for May 2012 and earlier; 65 are for June; 46 are for July; 110 are for 
August; 78 are for September through December, and 136 are for January 2013 and later.  
The internal performance measure for retirement estimates is the percent of retirement 
estimates processed within 31 days from the date of the member’s request, if the retirement 
date is within six months of the request date.   The target for this measure is 90%.  Through 
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April 30, 2012, we have exceeded this measure, with a rate of 99.03%.  The average response 
time as of April 30, 2012 is 13 days. 
 
Retirement Applications Processed are retirement applications and all other necessary 
forms processed during the month regardless of retirement effective date.  As of May 14, 
2012, TRS had approximately 243 retirement applications pending processing. The 
performance measure is the percent of retirees whose first annuity check is paid when it is 
first due.  The goal for this measure is 98%.  Paid when first due is defined as paid within 31 
days of when all the following criteria are met:  employment is terminated, purchases of 
special service credit are completely paid, and all required documentation has been received 
by TRS from both the employee and the employer.  Through April 30, 2012, we have 
exceeded this measure with a rate of 99.72%.  Also included is a chart on disability 
retirement statistics.  There were 514 disability retirement applications approved and 17 
disability retirement applications denied through April 30, 2012.   
  
The Partial Lump Sum Option (PLSO), established in September 1999, is available to 
grandfathered members who are eligible for unreduced service retirement benefits (not early 
age retirement benefits), are not participating in the Deferred Retirement Option Plan 
(DROP), and are not retiring with disability benefits or under the Proportionate Retirement 
Program.  Beginning September 2005, non-grandfathered members who meet the “Rule of 
90” at retirement, have not participated in DROP, and are not applying for disability or 
proportionate retirement are also eligible to select a PLSO distribution.  Statistics on PLSO 
are provided, detailing by month the number of members eligible for PLSO and the number 
of members electing PLSO.  Overall, from inception of the option, 38.6% of the members 
eligible for PLSO elected PLSO.  Also, from inception through April 30, 2012, a total of 
$4,701,655,513.63 has been paid in PLSO with 67.9% or $3,192,519,877.97 of that total 
rolled over to various eligible retirement plans. 
 
Refund Applications Processed are refunds paid during the month.  The processing of a 
refund is dependent on TRS receiving a refund application form and other forms if the 
member is rolling over the refund and/or is vested.  Processing a refund is also dependent on 
TRS receiving a report from the member’s school district that lists the member’s final 
deposit.  As of May 14, 2012, TRS had approximately 727 refund applications to be entered 
and verified.  The internal performance measure for refund applications is the percent of 
refunds processed within 31 days of receipt of required paperwork.  The target for this 
measure is 90%.  Through April 30, 2012, we have exceeded this measure, with a rate of 
99.98% and an average processing time of 13 days from the time all required paperwork was 
received until warrant issuance.   
 
Death Claims Processed and Closed are death benefits paid and claim files closed for all 
beneficiaries of one member during that month.  The majority of death claims filed are for 
retired members.  Death claim processing time varies depending on the complexity of the 
claim.  For example, there can be multiple beneficiaries, legal issues, appeals, etc.  As of 
May 14, 2012, there were approximately 59 pending new deaths to be worked and 277 
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payment forms to be processed.  New deaths means that TRS has been notified of the death 
and is responsible for sending the beneficiary(ies) death claim forms.  The internal 
performance measures for death claims are:  (1) percent of death benefit information letters 
sent to beneficiary(ies) within 14 days of the report of death; and (2) percent of death benefit 
payments processed within 31 days of receipt of required paperwork.  The target for the first 
measure is 90%; the target for the second measure is 95%.  Through April 30, 2012, we have 
exceeded measure #1, with a rate of 99.5%, and measure #2 with a rate of 99.1%. The 
average response times were 4.1 and 20.5 days, respectively. 
 
New Service Purchase Bills Sent to Members are those new service purchase bills or cost 
statements generated and sent to members.  As of May 14, 2012, there were approximately 
230 pending member requests for service purchase bills or information related to service 
purchase.  The average turnaround time for TRS to mail a bill is within two to four weeks 
from the date of the member request.  If a member is retiring soon, their bill request receives 
priority and may be processed sooner.       
 
Member Telephone Calls include calls from members that were made to the 1-800 number 
or the main Austin number.  Statistics provided include information on calls received, calls 
answered, calls abandoned, and average speed of answer.  Graphs detailing monthly statistics 
for fiscal year 2012 through April are attached along with previous fiscal year totals. 
 
TRS IVR statistics include information on calls completed in the automated telephone 
response system.  The top four call categories were: forms and brochures, account balances, 
refunds, and retirement. 
 
Counseling Office Visits are the number of members/visitors seen by Benefit Counselors in 
the TRS building.  This includes members with scheduled appointments and members who 
come in without scheduling an appointment.  Totals for each month of fiscal year 2012 
through April are included along with totals for past fiscal years.   
 
Group Session Participants include the number of members that attended group sessions 
presented by TRS Counselors throughout the state, including those sessions in Austin.  The 
number of members attending sessions each month of the fiscal year 2012 through April is 
noted along with the total number of members attending group sessions during past years. 
   
Convention Attendance details the number of members attending education association 
sponsored conventions where TRS Counselors were invited to be available to provide general 
information and to answer member questions.  The number of attendees per month for fiscal 
year 2012 through April and for past years is included. 
 
One-on-One Field Counseling Appointments were held in ten different cities throughout 
Texas during fiscal year 2012.  From September through May 450 appointments were offered 
with a total of 423 scheduled.  Of the 423 scheduled, there were 12 no-shows and 20 walk-
ins for a total of 431 members seen throughout the state in individual counseling sessions. 
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March and April 2012 Cash Disbursements  
Pension Trust Fund 

 
 
 

  To:   TRS Board of Trustees 
    Brian Guthrie, Executive Director 
    Ken Welch, Deputy Director 
    
  From:   Don Green, Chief Financial Officer 
 
  Date:   May 29, 2012 
 
 
 
Section 825.314(b) of the Texas Government Code requires the staff of the retirement 
system to report to the board the amounts and uses, since the preceding board meeting, of 
any money expended by the system for administrative expenses paid from the Pension 
Trust Fund along with an explanation of why the amounts were needed to perform the 
fiduciary duties of the board.  The 82nd Texas State Legislature adopted provisions 
allowing operating expenses of the system to be paid out of the Pension Trust Fund.  On 
June 16, 2011, the board approved the Administrative Operations budget for fiscal year 
2012.   
 
During March 2012 the Pension Trust Fund disbursed a total of $5.3 million for 
administrative operations, which included approximately $3.8 million for salaries & other 
personnel costs, $0.6 million for professional fees, and $0.9 million for other operating 
expenses. Items of interest include payments of $308,051 for printing and reproductions 
services for the benefit handbooks, $289,266 for investment counsel, $258,093 for 
securities litigation counsel, and $133,718 for leased space. 
 
A total of $5.0 million was disbursed for administrative operations in April 2012.  
Administrative operating costs included approximately $3.8 million for salaries & other 
personnel costs, $0.5 million for professional fees, and $0.7 million for other operating 
expenses.  Items of interest include payments of $292,388 for investment counsel, 
$170,387 for leased space, $100,000 for the absolute return consultant, and $93,778 for 
printing and reproduction services for the TRS newsletter. 
 
Additionally, disbursements for March and April 2012 for TEAM program expenses were 
$25,203 for salaries & other personnel costs, $35,200 for professional fees, and $2,175 for 
other operating costs. 
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Fiscal Year

Month 2012 2011

September 6,793,546$        7,254,568$        
October 6,450,857          5,216,390          

November 4,929,626 7,108,612
December 5,984,486 5,493,018

January (a) 12,409,354 15,385,714
February 5,413,959 5,038,352
March 5,359,992 5,482,609
April 5,071,073 5,177,178 (b)
May 4,800,661
June 5,503,529
July 5,493,462

August 5,830,201

Totals 52,412,893$      (c) 77,784,294$      

        (a) Includes $6.1 million in incentive compensation pay for FY 2012
              and $9.7 million for FY 2011.
        (b) Cash Disbursements totaled $56,156,441 at April 30, 2011.
        (c) Includes reimbursements of $286,723.

Cash Disbursements from the Pension Trust Fund
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September Agendas
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Outline of July Agenda

 Policy Committee Meeting

o Discuss possible amendments to the IPS for adoption 
in September.

 Board Meeting

o Administrative matters.

o Conduct interviews and select fiduciary counsel.

o Discuss final proposed Legislative Appropriations 
Request for the 2014-2015 Biennium.

perations
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Outline of July Agenda

o Receive updates on Pension Benefit Design and TRS-
Care studies.

o Consider authorizing the purchase of directors’ and 
officers’ and fiduciary liability insurance.

o Consider certifying to the State Comptroller the 
estimated amounts of state contributions to be 
received by TRS-Care for FY 2013.

o Consider certifying to the Legislative Budget Board 
and the Governor’s Office the estimated amounts 
necessary to pay state contributions to TRS-Care for 
the 2014-2015 biennium.

perations
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Outline of July Agenda con’t

o Evaluate State Street.

o TEAM Update.

o Communications update on 75th Anniversary events.

o Standard Reports from CBO, CFO, DD, and ED.

perations
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Outline of September Agenda

 September meeting will include a dinner
celebrating TRS’ 75th anniversary year sponsored
by “Friends of TRS.”

 Process for Committee Assignments:
o Convene the full Board before committee meetings to

receive the Board Chair’s announcement of committee
chairs and consider consenting to committee
assignments.

o Recess full Board after addressing assignments.

o Conduct committee meetings.

o Reconvene full Board after committee meetings.



6

Outline of September Agenda

 Policy Committee Meeting

o Consider recommending adoption of amendments to 
the IPS.

o Consider recommending adoption of amendments to 
Investment Authority Resolution (TRS 477).

o Consider publishing for public comment publication a 
TRS rule amendment to require that QDRO’s conform 
to a model QDRO form adopted by TRS.

o Adopt the updated Policy Review Schedule 
(committee level only).
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Outline of September Agenda

 Compensation Committee Meeting

o Consider recommending to the Board amendments to
the Performance Incentive Pay Plan.

 Investment Management Committee Meeting

o Review External Public Markets Portfolio.

 Risk Management Committee Meeting

o Review the Investment Risk Report.
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Outline of September Agenda

 Audit Committee Meeting
o Consider recommending to the Board revisions to the

Internal Audit Charter.

o Consider recommending to the Board the Audit Plan for
FY 2013-2015.

o Consider a recommendation to the Board on the
evaluation and compensation of the Chief Audit
Executive.

o Receive status of prior audit and consulting
recommendations.
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Outline of September Agenda

 Audit Committee Meeting, Con’t
o Receive State Auditor’s Office Reports, including plans

for auditing 2012 CAFR.
o Receive Internal Audit Reports:

 Private partnership and selection monitoring;
 Quarterly testing of compliance with IPS;
 Quarterly testing of benefit payments; and
 Quarterly testing of information security.

o Receive Internal Audit Administrative Reports
 Results of Quality Assurance and Improvement Program Self-

Assessment; and
 Quarterly Audit Plan Status Reports.
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Outline of September Agenda

 Board Meeting
o Administrative matters, including

 Elect Board Vice-Chair and Texas Growth Fund Trustee;
 Consent to the Board Chair’s appointment of committee 

members;
 Receive the Board Chair’s announcement of committee 

chairs; and
 Consider meeting dates for calendar year 2013.

o Investment Reporting:
 Quarterly performance and market updates;
 Receive IMC report; and
 Receive Risk Committee report.
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Outline of September Agenda

o Receive an overview of the 83rd Texas Legislative 
Session convening in January 2013.

o Receive Policy Committee report and consider:
 Amendments to the IPS; and
 Amendments to Investment Authority Resolution.

o Receive Compensation Committee Report and 
Consider:
 Amendments to the Performance Incentive Pay Plan.

o Receive Investment Management Committee Report.

o Receive Risk Management Committee Report.
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Outline of September Agenda

o Receive Audit Committee Report and Consider:
 Audit Plan for FY 2013-2015
 Amendments to the Internal Audit Charter; and
 Evaluation and compensation of the Chief Audit Executive.

o Discuss and consider the evaluation, compensation,
and duties of the Executive Director.

o Discuss the evaluation, compensation, and duties of
the Chief Investment Officer and provide input to the
Executive Director.
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Outline of September Agenda

o Receive communications update, including:
 Process for conducting Board nominating elections; and
 Planned outreach efforts for FY 2013.

o Standard Reports from CFO, DD, and ED.

o Receive Litigation Report.

perations
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