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The Budget Committee of the Board of Trustees of the Teacher Retirement System of Texas (TRS) 
met on Friday, July 11, 2014, in the boardroom located on the fifth floor of the TRS East Building 
offices at 1000 Red River Street, Austin, Texas 78701. The following committee members were 
present: 
Nanette Sissney, Chair 
Todd Barth 
Karen Charleston 
Christopher Moss 
Dolores Ramirez 
 
Others present: 

David Kelly, TRS Trustee Mike Debbs, TRS 
 Joe Colonnetta, TRS Trustee Dan Junell, TRS 
 David Corpus, TRS Trustee Lynn Lau, TRS 
 Anita Palmer, TRS Trustee Jim Pinkard, TRS 
 Brian Guthrie, TRS Janie Duarte, TRS 

Ken Welch, TRS Kristi Vorce, TRS 
Don Green, TRS Jamie Pierce, TRS 
Carolina de Onís, TRS Stan Korn, TRS 
Britt Harris, TRS Roberto Ruiz, TRS 
Jerry Albright, TRS Michele Schweitzer, TRS 
Marianne Woods Wiley, TRS Brady O’Connell, Hewitt EnnisKnupp 
Betsey Jones, TRS Steve Huff, Reinhart Boerner Van Deuren s.c 
Amy Morgan, TRS Meredyth Fouler, Speaker Joe Strauss 
Amy Barrett, TRS Philip Mullins, Texas Retired Teachers Association 
Janet Bray, TRS Ann Fickel, Texas Classroom Teachers Association 
Sylvia Bell, TRS Ernie Sanders, HP 
Mike Pia, TRS Melinda Maczko, HP 
Cindy Haley, TRS Leroy DeHaven, Texas Retired Teacher Association  

 

With a quorum of the committee present, the meeting convened at 10:19 a.m.  

1. Consider the approval of the June 5, 2014 committee meeting minutes – Nanette 
Sissney. 

On a motion by Mr. Barth, seconded by Mr. Moss, the committee unanimously approved the 
minutes of the June 5, 2014 committee meeting. 

2. Discuss and consider recommending to the Board adoption of – Don Green: 

A. The proposed fiscal year 2015 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 2015 budget. 2



B. The proposed fiscal year 2015 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. The proposed fiscal year 2015 administrative operations budget and general 
provisions for the 403(b) company certification and investment product 
registration program. 

 
Mr. Green presented the proposed administrative operations budgets for fiscal year (FY) 2015. He 
highlighted the amount of $2.2 million recommended for equity adjustments for Investment 
Management Division (IMD) staff in order to bring the investment professionals up to the top 
quarter of public funds and the bottom quarter of private industry participants. Mr. Welch 
explained that staff proposed funding the IMD equity adjustments with reallocations of soft dollar 
money, travel-expense reductions, and salary lapses. Mr. Green noted that for fiscal years 2016 
and 2017, staff would request hard dollars to fund the equity adjustments to allow IMD to allocate 
the full portion of soft dollars for research and other uses. He also highlighted the $500,000 equity-
based salary adjustments recommended for the Legal Department and the remainder of the TEAM 
budget for the current biennium. He stated that staff’s proposed resolution would allow any 
unexpended balances for the TEAM appropriation in FY 2014 and any other administrative lapses 
to be carried forward to FY 2015.   
 
Mr. Green laid out the proposed committee actions for the FY 2015 budgets, which were 
considered by the committee at the end of this meeting. He stated that the general provisions 
remained the same as those adopted for FY 2014.  
  
3. Discuss development of the Legislative Appropriations Request for the 2016-2017 

Biennium – Don Green. 
 
Mr. Green provided an overview of the Legislative Appropriations Request (LAR) process. He 
stated that staff was seeking the board’s guidance on the LAR and would submit the final document 
to the Legislature by August 11, 2014. He highlighted the pension fund salary growth assumptions 
– 2 percent for public education and 4 percent for higher education. Mr. Guthrie also explained the 
current settle-up process that would allow the fund to transfer the unspent budget from one 
program to another, as needed. Mr. Green highlighted the 2 percent salary growth assumptions for 
TRS-Care. He stated that staff requested an exceptional item of $875 million to sustain TRS-Care 
through the next biennium, fiscal years 2016-2017. Mr. Guthrie confirmed for Mr. Moss that staff 
projected that TRS-Care funding for the 2018-2019 biennium would continue to fall at an alarming 
rate below what was needed to sustain the program.  
 
Mr. Green provided an overview of the administrative operations budget. Concerning the request 
for additional FTEs, Mr. Kelly stated that the board had instructed staff to keep only 11 FTEs for 
the TEAM program and reconsider all other additional FTE requests. Ms. Sissney stated that, 
other than the FTE increase to meet the temporary needs of the TEAM program, additional FTE 
requests would need to be reviewed. Mr. Guthrie stated that he would visit with respective 
departments to review their additional FTE requests. He said he would bring back the analysis 
and justification for the board’s consideration closer to the legislative session. 
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Mr. Green noted the proposed LAR sought 3 percent salary increases for non-IMD staff for fiscal 
years 2016 and 2017. Mr. Guthrie recounted the decision to increase ongoing equity adjustments 
for IMD staff from 1.5 percent to 5 percent per year. He said that the proposal for non-IMD staff 
would be to authorize the executive director to grant annual merit increases of up to 3 percent for 
deserving employees for 2016 and 2017. He said that his current authority was limited to 1.5 
percent per year. Mr. Welch clarified that the 3 percent increases for non-IMD staff would not be 
across the board. Mr. Guthrie also clarified for Mr. Kelly that the amount was requested as a budget 
authority, which may or may not be spent. Mr. Guthrie added that the Legislature could also deny 
TRS' request for budget authority to fund the 3 percent adjustment. Ms. Palmer stated that she was 
not comfortable including in the LAR the request for budget authority to increase salary 
adjustments for non-IMD staff from 1.5 to 3 percent.  
 
Mr. Green discussed other administrative request items relating to space planning, building 
renovations, sump-pump system upgrade, garage fire-suppression system upgrade, generator 
addition, and postage and software license cost increases. Ms. Sissney suggested that staff conduct 
a cost-benefit study on the sump-pump system upgrade.  Mr. Green noted the request for authority 
to transfer unused administrative operations dollars for the TEAM program from the 2014-2015 
biennium into the 2016-2017 biennium.  
 
Upon a motion by Mr. Barth, seconded by Mr. Moss, the committee unanimously voted to 
recommend that the board adopt the FY 2015 administrative operations budget for the pension 
trust fund, TRS health benefit programs, 403(b) certificaitons, and general provisions for the FY 
2015 budget and adopt the resolution authorizing staff to transfer pension trust funds to TRS 
expense accounts for administrative operation expenses under the FY 2015 budget.  
 
The meeting adjourned at 11:14 a.m.  
 
 
MINUTES APPROVED BY THE BUDGET COMMITTEE OF THE BOARD OF TRUSTEES OF 
THE TEACHER RETIREMENT SYSTEM OF TEXAS ON THE 11th/12th DAY OF JUNE, 2015. 
ATTESTED BY: 

 
 
 

  

Dan Junell 
Secretary to the TRS Board of Trustees 

 Date 
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Administrative Operations Budget
FY 2016
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Overview

 This request represents the FY 2016 portion of the FY16-17 biennial legislative 
appropriations request for TRS which was approved by the board in July 2014 and 
received final approval by the Texas Legislature in May 2015.

 Highlights of the approved request include the next increment needed to 
implement TEAM, 11 new FTEs for TEAM, capital items designed to maintain our 
investment in our facilities, and certain inflationary related increases necessary to 
attract and maintain a competitive workforce, as well as enhance investment 
services and benefit services for our members.

 The total amount requested for the FY 2016 operating budget from the Pension 
Trust Fund represents less than one-tenth of a percent of the value of the fund as 
of April 30, 2015.
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Consideration of Request

 In addition to the specific dollar amounts authorized, the legislature through a 
rider also authorizes TRS to cover any necessary costs related to employee benefits 
and incentive compensation.  Those estimates are included in this budget.

 The legislature also authorized the TRS Board to budget any costs necessary to 
implement any of the provisions of GASB pronouncements with the prior approval 
of the Legislative Budget Board and the Governor’s Office. This budget includes no 
funds for this purpose, although some costs related to GASB may be identified at 
some point in the future. At this time, any GASB related costs can be absorbed 
within the existing budget authority.

 No vote is necessary at the June board meeting.  Approval of the FY 2016 operating 
budget will be requested at the July board meeting including the attached 
general provisions.
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Comparison by Fund

Pension
$119.6 , 74%

Investment Soft Dollar
$33.1 , 21%

Healthcare
$8.1 , 5%

Pension
$128.2 , 74%

Investment Soft Dollar
$35.9 , 21%

Healthcare
$8.8 , 5%

FY 2016
$172,883,848

FY 2015
$160,816,484
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Comparison by Division

Agency Support
$17.0 , 11%

IMD
$70.0 , 43%

Benefits
$10.6 , 7%

Finance
$14.7 , 9%

Info Tech
$17.2 , 11%

TEAM $23.2 
, 14%

Healthcare
$8.1 , 5%

Agency Support
$19.4 , 11%

IMD
$76.1 , 44%

Benefits
$11.2 , 7%

Finance
$14.5 , 8%

Info Tech
$18.3 , 11%

TEAM
$24.6 , 14%

Healthcare
$8.8 , 5%

FY 2016
$172,883,848

FY 2015
$160,816,484
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Comparison by Expense Category

Wages & Benefits
$80.0 , 50%

(includes incentive 
compensation)

Pro 
Fees/Svs

$27.2 , 17%

Support
$5.6 , 3%

Travel
$1.3 , 1%

Capital
$5.4 , 3% Research

$11.4 , 7%

Operating
$29.9 , 19%

Wages & Benefits
$84.0 , 49%

(includes incentive 
compensation)

Pro 
Fees/Svs

$27.5 , 16%

Support
$5.9 , 3%

Travel
$1.6 , 1%

Capital
$5.4 , 3% Research

$13.7 , 8%

Operating
$34.8 , 20%

FY 2016
$172,883,848

FY 2015
$160,816,484
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Administrative Operations
FY 2016

FY 2015 FY 2016
Budget Request Inc/(Dec)

Wages & Benefits (includes Incentive Comp) 79,968,176$          83,959,881$          3,991,705$            
Professional Fees and Services 27,219,100            27,450,106            231,006                 
Other Operating Expenses 48,223,917            56,063,861            7,839,944              
Capital Budget Projects (Non-TEAM) 5,405,291              5,410,000              4,709                      
     Total 160,816,484$      172,883,848$      12,067,364$         

Pension Trust Fund 96,417,682$          103,597,313$       7,179,631$            
TEAM 23,180,175            24,636,163            1,455,988              
Investment Soft Dollar 33,085,494            35,851,577            2,766,083              
TRS-Care 4,575,407              5,325,902              750,495                 
TRS-ActiveCare 3,350,198              3,387,496              37,298                    
403(b) Certification Program 207,528                 85,397                    (122,131)                
     Total 160,816,484$      172,883,848$      12,067,364$         

FTEs - Pension Trust Fund/Health/403(b) 577.7                      577.7                      -                            
FTEs - TEAM 58.0                        69.0                        11.0                        
     Total FTEs 635.7                     646.7                     11.0                       
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Administrative Operations
FY 2016

Pension Trust Fund - Excluding TEAM:
 The Fiscal Year 2016 requested budget is 7.4% over the Fiscal Year 2015 budget. 
 Legislature granted an across the board 2.5% pay raise for state employees who 

participate in ERS retirement to offset the increase in the employee contribution. 
TRS employees are not included.

 Regarding Salaries and Other Personnel Costs, the increase over Fiscal Year 2015 
includes:
• As approved by the Board in July 2014, the agency merit pool includes a 3% for 

Red River ($807,000) and 5% for IMD ($993,000).
• $475,000 for benefit net increases primarily related to increase in health care 

costs.  Employer contribution retirement rate continues at 6.8%.
• Incentive compensation is estimated at the actual plan year 2014 remaining 

balance ($3.8 million) plus the maximum allowable for the first half of the plan 
year 2015 under current provisions ($6.2 million).

 Other operating expenses increased $4.3 million largely due to anticipated cost 
escalators for items such as leased space, postage, software licenses, and the shift 
of expenses from soft dollars to hard dollars.
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Administrative Operations
FY 2016

Pension Trust Fund - TEAM:
 Funding for 69 TEAM positions which includes 7 in Agency Support (for change 

management, legal and oversight) , 13 in the Program Management Office, 21 in 
the Benefits Division (mostly backfills of existing staff), 8 in the Finance Division (for 
backfills of existing staff), 19 in the IT Division (including developers and technical 
support), and 1 in Healthcare.

 This number represents an additional 11 FTEs approved by the Board during the 
LAR process in the summer of 2014.

 The TEAM capital project totals $40.3 million in the FY 2016-17 biennium. The 
requested amount for FY2016 is $24.6 million which includes:
• $10.1 million for Pension Line of Business (LOB)
• $3.8 million for Financial System Replacement (FSR)
• $1.9 million for Program Management
• $7.1 million for Program Wide Costs including software and support
• $1.7 million for Support Projects including data management and website 

redesign
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Administrative Operations
FY 2016

Pension Trust Fund – Non-TEAM Capital Projects:

 A total of $5.4 million is recommended for non-TEAM capital projects.

 Building and Facilities - $3,800,000 
• Garage Fire Suppression Upgrade  $1,500,000

• Sump Pump System Upgrade  1,200,000 

• Data Center Generator 600,000

• Building Renovations 500,000 

 Information Technologies - $1,610,000
• Telecommunication Upgrade $450,000

• Mainframe & Peripheral Upgrades 420,000

• Investment Systems Upgrade 370,000

• Personal Computer Workstation Refresh  370,000
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Administrative Operations
FY 2016

Investment Soft Dollar:
 Commission sharing/commission recapture revenues are estimated at $29.9 

million. Planned expenditures include research, information resources, investment 
consultants and software.

 SSB/TRS Partnership Account to remain at $6 million with expenses for contract 
staff, advisors, staff support, and leased parking.
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Administrative Operations
FY 2016

TRS-Care and TRS-ActiveCare:
 Increase of approximately $140,000 in annualized salaries and other personnel 

costs.
 Increase of approximately $516,000 for a planned external audit as well as for any 

additional professional services that may be required to implement any potential 
legislation related to TRS-Care.

 Increase of approximately $103,000 in operating costs for member materials and 
mailing costs related to the notification requirements pursuant to Internal Revenue 
Code §6056 which now requires TRS to notify a defined list of retirees about their 
health benefits under TRS-Care.

403 (b) Certification Program:
 Request includes salary and related benefits funding for 1 FTE to support plan 

providers.
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No substantive changes. Technical corrections for purposes of 
accuracy and conformity with a statute or program name as 

recommended by legal staff.

General Provisions
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General Provisions
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General Provisions
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Appendix 1
Operating Budget Detail

FY 2016
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Summary of FY 2016 Budget
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Comparison by Department
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Comparison by Department
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Comparison by Expense Category
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Pension Trust Fund
Administrative Operations
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Pension Trust Fund
Administrative Operations
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Pension Trust Fund
TEAM Program

27



Pension Trust Fund
TEAM Program

28



Investment Soft Dollar
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Investment Soft Dollar
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TRS Care
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TRS Care
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TRS ActiveCare
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TRS ActiveCare
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403 (b) Certification Program
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Appendix 2
Expenditure History

FY 2011 - 2015
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Expenses by Division, FY 2011 – 2015

Division FY2011
Expended

FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Agency Support 11,379,220 14,142,472 14,432,807 15,763,272 14,913,797

IMD 58,711,925 53,777,299 55,393,466 56,413,210 62,828,518

Benefit Services 8,945,746 9,136,234 9,525,752 9,855,092 10,174,715

Finance 14,383,976 11,252,259 11,726,455 10,075,678 13,778,181

Info Tech 15,245,867 12,508,872 12,822,400 14,807,085 14,875,816

TEAM - 2,091,179 14,625,644 12,781,057 23,058,107

Healthcare 5,629,633 5,800,077 5,926,825 6,402,775 7,274,838

TOTAL 114,296,367 108,708,392 124,453,349 126,098,169 146,903,972
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Pension Trust Fund, FY 2011 – 2015

Category FY2011
Expended

FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Wages and 
Benefits

55,957,235 52,431,485 54,403,506 57,582,047 63,823,375

Professional Fees 
and Services

4,777,632 4,812,861 7,765,423 5,520,706 2,195,754

Support Costs 4,052,401 3,688,595 4,302,793 4,644,999 4,910,176

Travel 715,481 804,691 841,022 1,079,774 1,000,625

Capital Projects 5,636,896 242,360 860,410 1,585,964 4,904,389

Operating Costs 8,532,748 8,083,195 7,893,466 9,274,609 8,330,488

TOTAL 79,672,393 70,063,187 76,066,620 79,688,099 85,164,808
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TEAM Program, FY 2011 – 2015

Category FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Wages and 
Benefits

233,159 1,549,137 3,008,600 4,294,879

Professional Fees 
and Services

1,046,592 9,734,745 7,927,768 15,424,526

Support Costs - 75,965 1,250 20,000

Travel 1,116 3,928 8,676 30,000

Operating Costs 810,312 3,261,869 1,834,764 3,288,702

TOTAL 2,091,179 14,625,644 12,781,058 23,085,107
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Investment Soft Dollar, FY 2011 – 2015

Category FY2011
Expended

FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Professional Fees 
and Services

4,329,894 8,656,984 6,332,951 5,348,196 7,742,500

Rent, Bldg and 
Parking

33,055 27,755 40,650 233,113 261,250

Staff
Development

424,013 216,897 310,746 240,157 498,000

Reference 
Materials

8,054,666 5,988,711 9,928,614 9,634,937 11,773,538

Software 99,532 - 231,563 223,181 337,488

Research 14,751,546 12,265,430 10,550,295 11,546,925 10,793,443

TOTAL 27,692,706 27,155,777 27,394,819 27,226,509 31,406,219
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TRS Care, FY 2011 – 2015

Category FY2011
Expended

FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Wages and 
Benefits

2,074,566 2,219,245 2,444,709 2,640,647 3,072,153

Professional Fees 
and Services

799,865 1,286,128 792,894 736,969 1,062,000

Support Costs 120,779 98,084 91,923 33,952 120,465

Travel 4,486 6,022 6,406 10,939 13,875

Operating Costs 140,173 104,539 138,903 195,711 168,578

TOTAL 3,139,869 3,714,018 3,474,835 3,618,218 4,437,070
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TRS ActiveCare, FY 2011 – 2015

Category FY2011
Expended

FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Wages and 
Benefits

1,390,678 1,543,548 1,515,928 1,493,721 1,501,582

Professional Fees 
and Services

866,115 546,681 806,137 1,158,812 1,164,560

Support Costs 67,175 63,536 63,600 63,633 78,932

Travel 2,221 5,959 2,782 8,230 6,713

Operating Costs 11,095 16,886 11,274 7,457 17,925

TOTAL 2,337,284 2,176,610 2,399,721 2,731,853 2,769,711
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403 (b) Program, FY 2011 – 2015

Category FY2011
Expended

FY2012
Expended

FY2013
Expended

FY2014
Expended

FY2015
Projected

Wages 116,830 43,867 44,846 44,761 58,338

Longevity 2,220 - - - -

Retirement 7,898 2,771 2,890 3,131 3,967

Social Security 8,434 3,534 3,499 3,523 4,463

Healthcare 17,099 - - - -

BRP - 1,031 859 1,289 1,289

TOTAL 152,481 51,203 52,094 52,704 68,057
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