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*

Mission

ERS offers competitive benefits to enhance the lives of its members.

*

Philosophy

ERS prudently and professionally manages trust funds and benefit programs on behalf of its members.

The benefits are animportant part ofthe compensation of State of Texas employees, contributing to their

financial security and well-being throughout their lives. Weoperate in an ethical, cost-effective manner,
providing valuable and reliable senice delivered by highly qualified staff.

*

Fiduciary Duty

ERS is a constitutional trust fund administered by the ERS Board of Trustees.
Article XVI, Section 67 ofthe Texas Constitution and Section 815.103 of the Texas Government Code
provide that the ERS Board of Trustees is the trustee of all ERS assets. ERS’ operations are held to a
fiduciary duty standard to ensure that the actions and activities ofthe Board of Trustees, the agency and
its employees are conducted in a manner consistent with the protections, preservation, and best
interest of the trust and trust’s beneficiaries.

*
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Goals and Action Plans

Goal: Support Our Members’ Retirement Income Security
As public servants, state employees provide critical senices to Texans. ERS works to support the current and future
workforce by attaining and maintaining actuarially sound retirement plans, providing tools and assistance to enhance

retirement readiness, andadministering and managing trust assets innovatively to reach target returns within approved risk
tolerance.

Measures as of August 31, 2019 How Does ERS Plan to Support Members’ Retirement Income Security?

Years to amortize the ERS unfunded

actuarial accrued liability: Infinite

Years to amortize the LECOS unfunded

actuarial accrued liability: Infinite

Years to amortize the JRS 2 unfunded

actuarial accrued liability: Infinite

Active contributing members:
Regular class: 141,865
LECO: 36,296

JRS 1 and 2: 576

Retirees and beneficiaries:
Regular class: 115,155
LECO:13,981

JRS 1 and 2: 789

Average annual annuity:
Regular class: $20,645

LECO: $5,505 (+ regular class)
JRS 2: $75,849

Return to and Maintain Actuarial Soundness for the Prefunded Retirement Plans:

+ Attain funding required to achieve actuarial soundness by increasing state
contributions, identifying potential one-time infusions of assets, and assisting
in legislative deliberations regarding additional sources of revenue.

+ Assist the legislature in developing statutory changes to ensure
contributions equivalent to an actuarially sound rate when higher than the
normal cost and pay off of the current unfunded liability within at least 31
years consistent with the ERS Pension Funding Policy.

+ Evaluate opportunities to identify new dedicated revenue streams to
support the State’s initiative to reduce pension obligation debt.

+ Continue to educate stakeholders on the higher costof LECO members to
pension liabilities in contrast to average pension members.

* Maintain and update ERS retirement plans funding policy as required to
address changes in funding status and liabilities.

Managing Trust Assets

+ Continue to look for opportunities to strengthen the trust’s asset allocation in
response to continuously evolving market conditions.

+ Update the trust fund’s liquidity profile and educate stakeholders on the role
growing liquidity needs place on the ability to diversify assets and generate
desired returns.

+ Continue to expand programs to enhance members’ and stakeholders’
investment and financial literacy through June 2023.

Retention of Current Workforce

+ Evaluate opportunities for phased retirement to allow for smoother
transitions for members without negatively impacting retirement benefits
for long sening employees.

Recruitment of Future Workforce

+ Sene as subject matter experts for the State of Texas leadership on
pension models structured to attract a skilled workforce to state
agencies.

+ Highlight ability to transfer and grow benefits as individuals move
between state agencies and continue to serve their fellow Texans.

+ Highlight overall compensation package, including the value of non-
monetary benefits to potential employees.

Retirement Readiness

+ Evaluate Texa$aver funds to ensure members are provided low cost
options and flexibility to select products with strong histories of
investment growth.

+ Educate members on the totality of their retirement benefits, including
401k/457 savings and health care coverage, in concert with their Social
Security benefits.
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Supporting Member’s Retirement Income Security Supports the Statewide Objectives

ERS provided retiree annuity payments benefit the Texas economy. Approximately 95% of ERS retirees live and spend in
Texas. Retirement benefits should be funded over the employee’s working career, allowing investment eamings to
compound and grow. Of the $2.6 billion in annual annuity payments distributed in Fiscal Year 2019, almost two-thirds of the
revenue was generated from investment earnings. Additionally, sound pension funding policies and practices contribute to
the state’s economic well-beingand is a consideration of credit-rating agencies in determining the creditworthiness of the
State.

Defined benefit plans sene a key role in recruiting and retaining employees critical to the safety, health and well-being of
Texans. Texas relies on a diverse and comprehensive workforce. Because state salaries are generally lower than in the
private sector, quality benefits help to bridge the gap and attract qualified individuals to serve in law enforcement, social
senices and other critical governmental functions. In a recent suney conducted by ERS, 76% of participants responded
that the State of Texas defined benefit pension plan is a major reason they work for the state.

Key measurements ofthe retirement system are the normal cost, funded ratio, actuarial cost and number of years to pay
off the unfunded liability. The normal cost is the amount of contributions required to cover the cost of future benefits earned
for the current year. The actuarially sound contribution (ASC) rate is the rate needed to pay the normal costand eliminate
the unfunded liability within 31 years (Texas Government Code 811.006). When a plan has unfunded liahilities, the funding
period (the number ofyears requiredto pay off unfunded liabilities given current contribution levels) isthe most important
metric, as this showswhere aplanis headed. The funded ratio, in contrast, shows whereaplan has been. A plan can
have a high funded ratio but still be on a path to deplete.

As of August 31, 2019:

ERS LECO JRS 2
Normal Cost Rate 13.76% 2.08% 23.14%
ASC Rate 23.26% 3.91% 27.84%
Funded Ratio (Actuarial Valuation) 70.5% 65.3% 87.5%
Funding Period Infinite Infinite Infinite

The adoption of a policy by the governing board and plansponsor —one that outlines funding goals and allows a planactuary
to determine the contribution rate needed to meet those goals based on current benefit provisions — is an industry best
practice. The ERS Board of Trustees adopteda funding policy in May 2018 clearly outlining its goals related to plan
administration. The funding policy includes the following key policy statement laying out a multi-level funding period goal
to achieve funding on sound actuarial procedures, compliant with Texas Constitution, Article XVI, Section 67(a)(1):

1. Avoid Trust Fund Depletion — prevent the depletion of retirement trust funds for the pre-funded plans.

2. Meet Current Statutory Amortization Standards — using the current valuation methodology for the actuarially sound contribution
rate, whichis an open 31-year amortization period.

3. Match Funding Period to Additional Standard — upon meeting the 31 year funding period, close the amortization period and reset
the funding period goal to match the average years of service at retirement for the ERS plan.

Other Considerations

Given current contributions and funding levels, and investment return assumptions, ERS pre-funded plans fail to meet
any of these standards. This will be a major communication focus of staff during the 2021 Texas Legislature. The ERS
pension fund is established by the Texas Constitution, which states: Financing of benefits must be based on sound
actuarial principles. The specific contribution rates for the employer are established each biennium in the General
Appropriations Act.

Employee contribution amounts for ERS are established in Texas Government Code § 815.402. During the 84th
legislative session, the employee contribution was increased to 9.5%. Many employees new to state government are
surprised when they receive their first paycheck and realize almost 17% is deducted for retirement savings — not only
the 9.5% contribution for State of Texas Retirement, but also 1% for 401(k) savings in the Texa$aver deferred
compensation plan and 6.2% for Social Security. (The 1% contribution to a Texa$aver 401(k) is woluntary, and
employees can stop the deduction at any time.)
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Goal: Sustain Competitive Group Benefits Programs

ERS strives to offer competitive benefits to members, retirees and their dependents at a reasonable cost. To
accomplish this, ERS administers programs that offer value to participants and employers, encourages participants to
actively engage in healthy behaviors, and uses data analytics to better manage programs and improve outcomes.

Measures as of August 31, 2019 How Does ERS Plan to Sustain Competitive Group Benefits Programs?
Competitive Comprehensive Group Benefits

HealthSelect>™ average + Evaluate new or alternate offerings to existing programs and incorporate those

annual medical and pharmacy determined to be cost-effective and to add value to the Texas Employees Group

claims cost per participant: Benefits Program.

$5,384 + Research long-term care insurance options and implement a program offering
by August 2022.

Effective cost management
reduced annual HealthSelect costsPromote Health and Well-being

by: $9.8B + Support employers in their efforts to improve employees’ health through the

) Assess-Manage-Prevent (AMP) Wellness Campaign, which promotes a greater
Portion of every HealthSelect understanding of wellness offerings available through the various health plans
dollar spent on administrative and provides metrics on individual employer engagement.
costs: <3¢ + Continue to increase participation in wellness and condition management
Increase in medical and mental programs.
health virtual visits: 78% Data Driven

+ Enhance data analysis capabilities to provide more detailed information

Percentage of HealthSelect :
about GBP operations by August 2021.

participants satisfied with network
senvices: 83.58% + Continue to solicit input from the Group Benefits Advisory Committee to
support planning and development of benefit programs under the GBP.

Reasonable Cost to State, Members and Retirees

* Regularly re-bid administration contracts for GBP plans to ensure
competitiveness and value to members and the state.

+ Review benefit plan designs and evaluate modern practices to determine
appropriate changes to GBP benefit levels as well as remain competitive in
the market to attract and retain a quality and qualified workforce.

Sustaining Competitive Group Benefits Programs Supports the Statewide Objectives
The ERS Group Benefits Program (GBP) plays an important role in attracting and retaining a qualified workforce to
support the well-being of Texans. These benefits help ensure that skilled individuals are sening the people of Texas
efficiently and effectively. In a recent survey of state agency and institution of higher education employees, 85% of
respondents considered GBP benefits a valuable part of their total compensation or retirement package. Further, 64%
of respondents stated their health coverage was a major reason they remain in state employment.

The GBP is a cost-efficient program that provides benefits to more than half a million employees, retirees and
their dependents. ERS works to implement best-practice solutions and manage program costs through innovative
risk-sharing arrangements with providers, collecting subsidies for the Medicare prescription drug plan and
negotiating reduced fees for third-party administrative senices.

ERS manages the GBP through prudent plan design and professional oversight. The plan design determines what is
cowvered and how much participants pay in deductibles, copays and coinsurance. Professional oversight includes
fraud control programs, monitoring of contracting arrangements with providers, and wellness and disease
management offerings. ERS and contracted third-party administrators (TPAs) work together to manage the network
of providers; process claims in an efficient, participant-focused manner; and provide customer senvice to plan
members.

In 2019, the ERS Board of Trustees adopted the Texas Employees Group Benefits Program Policy and Guidelines
to:

_ o formalize the goals of and establish guidelines to be followed in effectively setting contribution rates and
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managing the plans for GBP participants, including guidelines for consideration of increases and reductions
in member cost share;

e establish priorities to guide the development of the GBP Legislative Appropriation Request; and

e ensure the plan sponsor and other stakeholders have clear and accurate information concerning the impact
that proposed legislation and policy initiatives have on GBP costs and operations.

Other Considerations

Health care costs continue to increase at high and wolatile rates. ERS works to manage rising health care costs while
maintaining a competitive benefit structure within the plan. Value-based contracting is one example thatincentivizes
providers to control cost by tying reimbursements to quality standards. In addition to efforts by ERS to manage plan
costs, state agencies and institutions of higher education, as the employers, are asked to support wellness initiatives
to help promote the value of prevention and the improved health of employees over the long-term. This benefits the
employer and the plan, as well as the participant.

The health care market is rapidly changing. ERS monitors these changes to understand the impacts on state programs
and opportunities available for increased health outcomes or reduced costs. Federal rules regarding healthcare will
continue to significantly influence ERS plan design.

Accessto care is driven by the market. As a result, rural areas of the state have fewer options to access care locally.
ERS works with third party administrators (TPASs) to provide network coverage throughout the state; however, some
specialized senices are available only in large urban areas due to the limited number of specialists practicing in the
state. For specialized senices, members and their dependents may have to travel to other parts of the state to receive
care. For more general health needs in the HealthSelect plans, virtual Visits are a convenient alternative to office
visits, offering lower-cost convenient care through 24-hour access to online physician visits. Use of virtual \isits has
increased significantly since September 1, 2017, when ERS eliminated the related copay for HealthSelect of Texas®
participants.

ERS is committed to protecting program participants’ protected health information in accordance with federal and
state regulations and consistent with the delivery of a quality health plan, effective management of health care
operations and payment of covered health care senices. This commitment to protecting identifiable member data
creates potential issues with providing some requested data to other state agencies, institutions of higher education
and other agency stakeholders.
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Goal: Engage Stakeholders for Informed Decision Making

ERS recognizes theimportant role that its members, the Texas Legislature, the member groups and countless others
play in shaping group benefit program offerings. As new plans or programs are considered or introduced, it is critical that
ERS engage its stakeholders to support positive outcomes. Thus, ERS will educate stakeholders on programs and their
value, increase its own understanding of stakeholder needs and appropriately apply input into agency activities.
Educate Stakeholders on ERS Programs
+ Strengthen engagement with benefits coordinators at agencies and institutions
across the state to ensure an understanding of the importance of their role

Achieved 99.6% satisfaction rate
from ERS visitors

Noncontributing members: and provide them with the appropriate tools to be successful.

ERS: 125,935 + Increase financial literacy educationfor stakeholders to enhance member
LECO: 22,207 understanding of how various programs work together to provide

JRS 2: 187 retirement security.

+ Conduct retirementeducation seminars through June 2023.
+ Improwve self-senice functionality by June 2023.
+ Increase mobile capabilities for stakeholders.

Engage Plan Sponsor (Legislature) and Agencies and Institutions of Higher
Education (Employer)

+ Inform policy makers ofthe importance of benefits in recruiting and retaining a
quality workforce.

+ Provide updated benefits and wellness toolkits and training to benefit
coordinators annually.

Increase ERS’ Understanding of Retirement and GBP Stakeholder Needs

+ Evaluate additional communication channels to engage members more
effectively through June 2023.

+ Implement recommendations to enhance communications and re-assess by
2023 to ensure communications remain relevant and comprehensive.

+ Continue targeted communications with non-contributing members in two-year
increments.

+ Review design of public website and update for better usability every three to
four years.

+ Continuously seek stakeholder input for informed program decision-making and
administration.

Engaging Stakeholders Supports the Statewide Objectives

As the manager of state employee benefit programs, ERS administers benefits that state employees, retirees and
dependents rely upon every day. It is ERS’ responsibility to not only provide these programs, but to educate members
and other stakeholders on available programs and encourage participation whenever possible. ERS uses a number of
channels to engage stakeholders, which consist of diverse audiences with varying priorities.

ERS makes consistent efforts to update members, legislators and legislative staff, and other stakeholders on the
impact of proposed benefit changes, retirement funding, insurance funding and the implementation of legislation. We
communicate with key legislative audiences through presentations, handouts, testimony, and briefing documents.
ERS also spends a significant amount of time updating digital content to ensure that information is relevant and easily
accessible to all stakeholder populations.

ERS takes pride in meeting the expectations of its members, and we have developed comprehensive quality
improvement programs that include satisfaction surveys to assess program performance. Providing members with the
highest level of senice, and factoring their input into our decisions and actions, is our way to honor the senice of
state employees and retirees.
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Other Considerations

The state offers a vast array of complex benefit programs that require extensive communications. ERS strives to
conwey information on a level that can be easily understood by all members and retirees. It is challenging to present
this information in a simple manner while delivering the core content to the audience. The balance between providing
the necessary information and providing information that is easy to understand is something ERS tries to address in all
communications. Additionally, ERS must inform and present what the pension and insurance funds need for
sustainability, which may not always align with the immediate needs of individual members.

ERS is eager to hear how well the current benefit programs serve members and what improvements would assist our
employers in attracting and retaining staff. One of the avenues for obtaining that information is through surveys that
depend on stakeholder engagement. ERS continues to evaluate new and ewolving communication channels that
could better engage stakeholders across multiple generations. One of those channels is the Group Benefits Advisory
Committee, a diverse group of state and higher education employees and retirees appointed by the ERS Board of
Trustees, to advise trustees on member views of the Group Benefits Program.

The human resources departments of state agencies and institutions of higher education sene as the primary
source of information on benefit programs for the state workforce. As a result of turnover, individual coordinators
may not have an in-depth knowledge of benefit programs and, therefore, may provide inaccurate or incomplete
information. ERS provides a dedicated website for agency HR departments and benefits coordinators containing
targeted resources available to assistin providing information to their employees on available benefits.

Similar to other state agencies, ERS must prioritize competing needs with available resources in determining which
projects mowve forward and when. Annual summer and fall enrollments are resource-intensive events but are important
to managing benefits programs. Every effort is made to ensure members have the information they require to make
informed decisions that will impact their well-being and net paycheck over the course of the next year.
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Goal: Enhance Agency Performance and Accountability

As benefit plans and products ewolve and more state employees look toward retirement, itis important that the
agency be nimble in adapting to changes and seize opportunities to increase efficiency and effectiveness. At the
same time, ERS must ensure policies, processes and procedures are transparent and maintain the trust of our
members and the public while ensuring the security of our members’ vital data. ERS recognizes that employees are
our greatest asset. We value the contribution that each individual makes to the agency’s success and seek to
leverage their input, skills and talents to achieve the agency’s mission.

Measures as of August 31, 2019 How will ERS Enhance Its Performance and Accountability?

Effective and Efficient Processes and Procedures/Customer Senvice
« Continue to enhance contract oversight and management through

Investment expense as basis points of improved executive reporting.

net position: 14.19 _ o _ _ _ _ _
« Complete identification of alternatives for improving group benefits and pension

Percentage of time the ERS OnLine administration senices by August 2021.
system is available to customers:

 Transition to the state’s central Human Resource and Payroll system by July
98.49%

2021.
* Modify the plan to address physical space needs to incorporate opportunities
identified in the recent pandemic and implement the plan by June 2021.
Quiality Data and Protection of Member Information
« Enhance data quality and data analysis capabilities throughout the agency

to increase efficiency, inform communication, refine decision making and
enhance programs for members.

» Lewverage the data quality analysis and management framework to prioritize
critical data elements that will be imported into a new pension and benefits
system.

* Maintain the security of data, both physical and digital, and continue to
identify opportunities for enhanced privacy and security protections in business
operations.

Staff Development and Succession Planning

« Utilizing information from the Suney of Employee Engagement,
implement a plan of action to address opportunities by December 31,
2020.

« Complete 360° feedback for all levels of management by August
2021 and continue the leadership training initiative.

« Continue to explore new recruitment and retention strategies.

Enhancing ERS Performance and Accountability Supports the Statewide Objectives
During 2020, ERS has made headway in identifying all the requirements to replace the current pension and insurance
administration systems. Additionally, ERS continues to refine its contract processes for efficiency, working to ensure
the agency consistently obtains the best value available and provides transparency to stakeholders including the
implementation of an automated system to facilitate the review and scoring of contract proposal responses. ERS
continues to review and refine its business operations to eliminate outdated and inefficient processes and procedures
including the identification of opportunities for robotic automationto allow staff more time for analysis. Document
imaging, storage, workflow and retention is being addressed throughout the agency to create efficiencies for
members, vendors and our staff whether the work is occurring onsite or offsite.
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ERS remains vigilant in protecting data and member information. The first layer of protection is our employees, who
receive both cybersecurity and HIPAA training each year. To protect data due to the ever changing environment,
ERS must continue to evaluate and update protocols, technology and interfaces with external parties. At the same
time, ERS will continue to evaluate and upgrade technology to improve the availability of information to our
members and employees.

During FY20, ERS implemented 360° feedback for all senior leadership positions to identify opportunities for
professional development and improved communication. Succession planning remains at the forefront of ERS.
ERS will continue to roll out 360° feedback for each management level to inform and enhance professional
dewvelopment. Through amonthly electronic newsletter, ERS staff are made aware of training opportunities, major
initiatives underway and highlights of ERS staff engaged in those initiatives.

Other Considerations

ERS efforts to continually improve the security of member data are sometimes challenged by the types of requests for
information received from other agencies and stakeholders. Our commitment to protecting member data is one of our
priorities. This has the potential to create issues with our ability to provide certain pieces of requested data to other
state agencies, institutions of higher education and other groups.
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Redundancies and Impediments

Service, Statute, Rule Describe Why the Service, Provide Agency Describe the Estimated
or Regulation (Provide Statute, Rule or Regulation Recommendation Cost Savings or Other

Specific Citation if Is Resulting in Inefficient or for Modification or Benefit Associated with
Applicable) Ineffective Agency Operations Elimination Recommended Change

Interpretation of the 10% contribution

as maximum within any one year Focus on the primary
Texas Constitution, Article | limits options to reduce the state’s | constitutional provision
XVI, Sections 67 (a)(1) pension debt. Interpretation that one | that requires funding to
and 67 (b)(3) time funding is included in the 10% | be based on actuarially

contribution limits options to reduce | sound principles.

the state’s pension debt.

The state is accruing
additional liabilities at
a7%rateeachyear
that the actuarially
sound contribution is
not contributed.

Human resources departments of

state agencies and institutions of Il<ncreTS§ COOfrdinatlorS’
higher education serve as the . ) nowledge of employee
front-line conduit of information on Sgggifa?oerse:gspa rticipete benefit programs.
Benefits Coordinator state employee benefits programs . specific training offered Reduce the frequency
Training to the state workforce. Due to by ERS for benefits ywth which maccurat_e or
turnover, individual coordinators y dinator incomplete information is
may not have an in-depth coordinators. provided to employees.

knowledge of benefit programs
and as a result provide inaccurate
or incomplete information.

Government Code The Non-Financial Annual Report Amend statute t9 Allow over3|ght ag.e.nC|es

§2101.0115 includes various schedules that are | 'dentify the specific to determine specific

Non-Financial Annual either duplicative of other reports or  Schedules and. Comenltiinal s neee:e

Report not used by internal or external information required and not available from
parties. in the report to be other sources.

designated by rule.
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*

Principles

Trust
Earn and maintain the confidence of our stakeholders.

Integrity

Make ethical and prudent decisions.

Service
Deliver quality and respectful senice to all participants.

Adaptability

Ably adjust to different conditions.

Communication
Exchange information in a consistent, concise and clear manner.

Stewardship

Prudently manage resources.

Innovation
Embrace new ideas and concepts.

Collaboration
Exhibit teamwork in accomplishing the task at hand.

*
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Appendices

*
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Appendix A - Budget Structure ABEST

OBJECTIVES AND OUTCOME MEASURES

Goal 1

Administer comprehensive and actuarially sound retirement programs.

Objective 1

Ensure actuarially sound retirement programs so that ERS, JRS 2 and LECOS retirement funds do not exceed the
30-year amortization period limit, that each retirement program receives sufficient funding from contributions and
investment income to maintain actuarial soundness, and that the retirement programs maintain a five-year rolling,
time-weighted rate of return equal to the actuarially assumed rate of return.

Outcome Measures
1. Percentage of ERS Retirees Expressing Satisfaction with Benefit Senvices

2. Number of Years to Amortize the ERS Unfunded Actuarial Accrued Liability

3. Number of Years to Amortize the LECOS Unfunded Actuarial Accrued Liability
4. Number of Years to Amortize the JRS 2 Unfunded Actuarial Accrued Liability
5. ERS Time-weighted Rate of Return (Five-year Rolling Basis)

6. ERS Annual Operating Expense Per Member

7. Investment Expenses as Basis Points of Net Position

8. Percentage of Time the ERS Online System Is Available to Customers

Goal 2

Provide employees and retirees with a quality health program.

Objective 1

Manage the group benefits program for general state and higher education employees so that the annual change in
monthly premiums is reasonable, and the average time to process group insurance claims is reasonable while allowing
sufficient time for fraud detection.

Outcome Measure
1. Percentage of HealthSelect Participants Satisfied with TPA Senices
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STRATEGIES AND OUTPUT, EFFICIENCY AND
EXPLANATORY MEASURES

Strategy A.1.1 Retirement Contributions

Output Measures:
1. Number of ERS Annuitants Added to Annuity Payroll
2.Number of ERS Accounts Maintained

Explanatory/Input Measures:
1. Number of ERS Annuitants

Strategy A.1.2 Law Enforcement and Custodial Officers

Supplemental Retirement Fund (LECQOYS)

Output Measures:
1. Number of LECOS Annuitants Added to Annuity Payroll
2. Number of LECOS Accounts Maintained

Explanatory/Input Measures:
1. Number of LECOS Annuitants

Strategy A.1.3 Judicial Retirement System —Plan 2 (JRS 2)

Output Measures:
1. Number of JRS 2 Annuitants Added to Annuity Payroll
2. Number of JRS 2 Accounts Maintained

Explanatory/Input Measures:
1. Number of JRS 2 Annuitants

Strategy A.1.4 Judicial Retirement System —Plan 1 (JRS 1)

Output Measures:
1. Number of JRS 1 Annuitants Added to Annuity Payroll
2. Number of JRS 1 Accounts Maintained

Explanatory/Input Measures:
1. Number of JRS 1 Annuitants

Strategy A.1.5 Public Safety Benefits

Output Measures:
1. Number of Death Benefit Claims Processed
2. Number of Beneficiaries Receiving Benefits

Strategy A.1.6 Retiree Death Benefits
Output Measures:
1. Number of Retiree Death Benefits Paid

Efficiency Measures:
1. Average Number of Business Days to Process Retiree Death Benefits
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Strategy B.1.1 Group Insurance

Output Measures:
1. In-network Senvices as a Percentage of Total Senices
2. Mental Health/Substance Abuse Costs as a Percentage of Total HealthSelect Costs
3. Prescription DrugProgram Costs as a Percentage of Total HealthSelect Costs

Efficiency Measures:
1. Percentage of Claims Processed within 22 Business Days
2. Percentage of All Electronic Retail Pharmacy Claims Processed Within 15
Business Days

3. HealthSelect Administration Fee as Percentage of Total HealthSelect Costs

Explanatory/Input Measures:
1. Number of Employees, Retirees and Dependents Covered by GBP Health Care Plans
2. Percentage of Participants in HMOs

Strategy B.1.2 Probation Health Insurance
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Appendix B - Measure Definitions

This appendix includes the Objective Outcome Definitions and the Strategy-related Measures Definitions from the
Automated Budget and Evaluation System of Texas (ABEST).

Objective: Ensure Actuarially Sound Retirement Programs

Outcome Measures: Percentage of ERS Retirees Ex pressing Satisfaction with Member Benefit Services

Definition: The number of retirees in ERS satisfied with benefit senices offered by the agency

This measure is intended to reflect the success of the agency’s effort to administer
comprehensive and actuarially sound retirement programs.

Data Source: ERS Annuity Sunvey

The ERS Annuity Suney is mailed to all new retirees 75 days after their first annuity check.
Sunweys are received throughout the year with Satisfied/Extremely Satisfied, When Expected/

Methodology: Sooner, and Amount Expected/More ranked as satisfied. All other responses rank as unsatisfied.
The total number of retirees expressing satisfactionis divided by the total number of retirees
responding to the survey to arrive at a percentage.

Data Limitations: The measure depends on adequate numbers of responses from suney participants.
Calculation Method: Non-cumulative
New Measure: Continuous without change
Target Attainment. Actual performance higher than the target is desirable.

Purpose:

Outcome Measures: Number of Yearsto Amortize the ERS Unfunded Actuarial Accrued Liabilit

Number of years required to amortize any unfunded liability of the Employees Retirement System
(ERS)

This measure reports the success ofthe agency’s effort to administer comprehensive and actuarially
Purpose: sound retirement programs such that the ERS retirement fund does not exceed the 30-year
amortization period limit.

Definition:

Data Source: Actuarial valuation reports

The System’s actuarial valuation reports the actuarial value of assets and the actuarial accrued
liability. If liabilities exceed assets, the valuation will report an amortization periodin years. If
assets exceed liabilities, the amortization period will be zero years. An infinite number of years is
represented as 999,999,999 on ABEST.

The state contribution and the number of years required to meet actuarial soundness are set by the
Texas Legislature.

Calculation Method: Non-cumulative
New Measure: Continuous without change
Target Attainment: Actual performance lower than the target is desirable.

Methodology:

Data Limitations:

Outcome Measures: Number of Yearsto Amortize the LECOS Unfunded Actuarial Accrued Liability

Definition: The number years required to amortize any unfunded liability of the LECOS

This measure reports the success of the agency’s effort to administer comprehensive and
Purpose: actuarially sound retirement programs such that the LECOS retirement fund does not exceed
the 30-year amortization period limit.

Data Source: Actuarial valuation reports

The System’s actuarial valuation reports the actuarial value of assets and the actuarial accrued
Methodology: liability. If liabilities exceed assets, the valuation will report an amortization period in year. If assets
exceed liabilities, the amortization period will be zero year.

The state contribution and the number of years required to meet actuarial soundness are set by the
Texas Legislature.

Calculation Method: Non-cumulative
New Measure: Continuous without change
Target Attainment: Actual performance lower than the target is desirable.

Data Limitations:
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Outcome Measures: Number of Yearsto Amortizethe JRS2 Unfunded Actuarial Accrued Liability

The number years required to amortize any unfunded liability of the Judicial Retirement System
Plan 2 (JRS 2)

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:

Calculation Method:

New Measure:
Target Attainment:

Outcome Measures:

This measure reports the success of the agency’s effort to administer comprehensive and
actuarially sound retirement programs such that the JRS 2 retirement fund does not exceed the
30-year amortization period limit.

Actuarial valuation reports

The System’s actuarial valuation reports the actuarial value of assets and the actuarial accrued
liability. If liabilities exceed assets, the valuation will report an amortization period in years. If assets
exceed liabilities, the amortization period will be zero years.

The state contribution and the number of years required to meet actuarial soundness are set by
the Texas Legislature.

Non-cumulative

Continuous without change
Actual performance lower than the target is desirable.

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

ERS Time-weighted Rate of Return ( Five-year Rolling Basis)

The rate of investment return achieved by the Pension Investment Pool (ERS, LECOS, JRS 2),
adjusted to a five-year rolling basis

This measure is intended to reflect the success of the agency’s effort to administer
comprehensive and actuarially sound retirement programs such that the Employees Retirement
Fund maintains a five-year rolling, time-weighted rate of return equal to the Board-approved
actuarially assumedinvestment rate each year of the five-year planning period. The rate of
return measures the performance of the total investment portfolio, considering income and
market impact, eliminating the effect of the timing of cash flows. The five-year rolling return is
used to smooth market swings and to maintain consistency with the long-term nature of the
fund.

Time-weighted Rates of Return and Asset Allocations schedules in the agency’s Comprehensive
Annual Financial Report (CAFR). The custodian of the fund’s portfolio maintains data on
holdings, transactions and income.

The Trust’s custodian calculates the rate of return (ROR) daily on the Investment Pool using the
Modified Dietz Method. The calculation for the ROR is (EMV-BMV-CF)/(BMV + CF). Cash flows
(CF) include contributions to and withdrawals from the investment pool. Daily rates are then
linked to derive monthly and annual rates of return. Annualized rates of return are derived using
the following calculation (assumes 60 months to arrive at the five-year annualized ROR abowe):
{(ROR,+ 1)(ROR,+ 1)(ROR_+1)....... (ROR,+1) }-1

1/60

Beginning Market Value (BMV)
Ending Market Value (EMV)

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Definition: The cost per active, non-contributing and retired member and beneficiaries to administer ERS
This measure is intended to reflect the efficiency of the agency’s efforts to administer comprehensive
and actuarially sound retirement programs.
Highlights of Retirement Programs and Combining Statement of Changes in Fiduciary Net Position
in the agency’s Comprehensive Annual Financial Report
Total Administrative Expense for Fund 0955 from the Combining Statement of Changes in Fiduciary
Net Position is divided by the total of the sum of active, non-contributing, and retired members and

beneficiaries to arrive at cost per member. This measure does not include investment expenses,
which are measured as basis points of net position.

Data Limitations: None
Calculation Method: Non-cumulative
New Measure: Continuous without change
Target Attainment. Actual performance lower than the target is desirable.

Purpose:

Data Source:

Methodology:

Outcome Measures: Investment Expense asBasisPointsof Net Position

Definition: The ratio of investment expenses to the total position of the Employees Retirement Fund (0955)
This measure is intended to report the efficiency of the agency’s efforts to administer comprehensive
and actuarially sound retirement programs.

Combining Statement of Changes in Fiduciary Net Position and the Other Supplementary
Data Source: Information—Schedule 4, Administrative & Investment Expenses/Expenditures in the agency’s
Comprehensive Annual Financial Report.
Investment Expenses minus Alternative Investment Expenses for Fund 0955 is divided by the total
assets for Fund 0955. The ratio is expressed in basis points — 100 basis point equals 1%.
Data Limitations: None
Calculation Method: Non-cumulative
New Measure: Continuous without change
Target Attainment: Actual performance lower than the target is desirable.

Purpose:

Methodology:

Outcome Measures: Percentage of Timethe ERS Online System Is Available to Customers

The percentage oftime that the Employees’ Retirement System (ERS) online systemis available to

Definition:
customers
The measure addresses the extent to which ERS senvices are available and accessible to
Purpose: customers. ERS has made significant efforts to modernize systems and to make senices to

customers, including self-senvice components, readily available and easily accessible through the
ERS website.

Data Source: Anautomated software tool is used to monitor and report on system availability.
A percentage is obtained by dividing the number of minutes the system was available by the number
of minutes for the period.
Data Limitations: None
Calculation Method: Non-cumulative
New Measure: Continuous without change
Target Attainment. Actual performance higher than the target is desirable.

Methodology:
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Objective: Manage GBP for State and Higher Education Employees

Outcome Measures: Percentage of Health Select Participants Satisfied with TPA Services

Definition:
Purpose:

Data Source:

Methodology:

Data Limitations:

Calculation Method:
New Measure:

Target Attainment:

The percentage of all members reporting satisfaction with HealthSelect’s third-party administrator
(TPA)

This measure shows member satisfaction with their ability to access and receive medical senvices in
a timely and professional manner.

The TPA collects responses from a defined number of HealthSelect members during the reporting
period. The TPA then provides ERS with suney results.

The satisfaction data is accumulated for each quarter in the plan year and reported to ERS. Upon
the end of the fiscal year, the TPA provides ERS an annualized member satisfaction number.
“Participant Satisfaction Rate” means the average found by taking (i) the number of plan
participants responding to the TPA’s Participant Satisfaction Survey as being satisfied with the TPA
divided by (ii) the total number of plan participants responding to such Participant Satisfaction
Suney.

Member satisfaction level calculations are prepared by the TPA. Benefit plan changes may result in
unfavorable member responses. Provider terminations may be perceived as lack of access.

Non-cumulative
Continuous without change

Actual performance higher than the target is desirable.

Strategy: Provide an Actuarially Sound Level of Funding as Defined by State Law

Definition:
Purpose:

Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:

Target Attainment:

The number of retirees and their beneficiaries from the ERS Fund 0955

This measure shows the demand for the agency’s senvices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
as defined by state law.

Annuity payroll system

An automated monthly report from annuity payroll determines the total number of warrants issued
from the ERS Fund 0955. The report for the month of August is used for this measure.

None
Cumulative

Continuous without change

Actual performance higher than the target is desirable.

Output Measures: Numberof ERS Annuitants Added to Annuity Payroll

Definition:
Purpose:

Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The number of ERS retirees and beneficiaries added to annuity payroll from the ERS Fund 0955

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
for ERS annuitants as defined by state law.

Annuity payroll system

An automated monthly report from the annuity payroll system totals the number of annuitants added
to the payroll from the ERS Fund 0955.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Output Measures: Number of ERS Accounts Maintained

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:

New Measure:
Target Attainment:

The number of ERS accounts, which includes both employee and elected class, maintained by
agency staff from the ERS Fund 0955

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
as defined by state law.

ERS member files

The automated reports total the number of contributing and non-contributing accounts from the ERS
Fund 0955.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Strategy: Maintain a Retirement Programfor Law Enforcementand Certain Texas

Department of Criminal Justice Employees (LECOS)
Explanatory Measure: Numberof LECOS Annuitants

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:

New Measure:
Target Attainment:

The number of retirees and their beneficiaries receiving benefits from the LECOS Supplemental
Fund 0977

This measure shows the demand for the agency’s senices to administer a comprehensive and
actuarially sound retirement program and to provide an actuarially sound level of retirement funding
as defined by state law for commissioned law enforcement officers and certified peace officers/
custodial officers (LECOS).

Annuity payroll system

An automated monthly report from annuity payroll determines the total number of payments issued
from the LECOS Fund 0977. The report for the month of August is used for this measure.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Output Measure: Numberof LECOS Annuitants Addedto Annuity Payroll

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:

New Measure:
Target Attainment:

The number of LECOS retirees and beneficiaries added to annuity payroll from the LECOS
Supplemental Fund 0977

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
for LECOS annuitants as defined by state law.

Annuity payroll system

An automated monthly report from the annuity payroll system totals the number of LECOS
annuitants added to the payroll from the LECOS Supplemental Fund 0977.

None

Cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Output Measure: Number of LECOS Accounts Maintained

Definition:
Purpose:
Data Source:

Methodology:

Data Limitations:

Calculation Method:
New Measure:
Target Attainment:

The number of accounts maintained by agency staff from the LECOS Supplemental Fund 0977

This measure shows the demand for the agency’s senices to maintain a retirement program for
commissioned law enforcement officers and certified peace officers/custodial officers (LECOS).

LECOS member files

Automated reports total the number of CPO-certified and previously CPO-certified inactive accounts
from the LECOS Supplemental Fund 0977.

The change in the number of commissioned law enforcement officers and certified peace officers/
custodial officers, the turnover rate and the number of members leaving their accounts with ERS are
beyond agency control.

Non-cumulative
Continuous without change
Actual performance higher than the target is desirable.

Strategy: Maintain an Actuarially Sound Retirement Program for State Judicial Officers

(JRS 2 Fund)

Explanatory Measure: Number of JRS 2 Annuitants

Definition:

Purpose:

Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The number of retirees and their beneficiaries from the Judicial Retirement System Plan 2 Fund
0993

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
as defined by state law for JRS 2 annuitant.

Annuity payroll system

An automated monthly report from annuity payroll determines the total number of warrants issued
from the JRS 2 Fund 0993. The report for the month of August is used for this measure.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Output Measure: Numberof JRS 2 Annuitants Added to Annuity Payroll

The number of Judicial Retirement System Plan 2 retirees and beneficiaries added to annuity payrall
from the JRS 2 Fund 0993

Definition:

Purpose:

Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
for JRS 2 annuitants as defined by state law.

Annuity payroll system

The number is calculated from payroll records from the JRS 2 Fund 0993.
None

Cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Output Measure: Number of JRS 2 Accounts Maintained

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:

Calculation Method:

New Measure:
Target Attainment:

The number of Judicial Retirement System Plan 2 accounts maintained from the JRS 2 Fund 0993

This measure shows the demand for the agency’s senices to provide for the payment of JRS 2
benefits as required by law by totaling the number of accounts belonging to contributing and non-
contributing members.

JRS 2 member files

The automated reports total the number of contributing and non-contributing accounts from the

JRS 2 Fund 0993.

The growth in state employees, the turnover rate and the number of members leaving their account
with ERS are beyond agency control.

Non-cumulative
Continuous without change
Actual performance higher than the target is desirable.

Strategy: Provide for the Payment of JRS 1 Benefits as Required by Law

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:

New Measure:
Target Attainment:

The number of retirees and their beneficiaries from the Judicial Retirement System Plan 1 Fund
0001

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
for JRS 1 annuitants as defined by state law.

Annuity payroll system

An automated monthly report from annuity payroll determines the total number of warrants issued
from the JRS 1 Fund. The report for the month of August is used for this measure.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Output Measure: Numberof JRS 1 Annuitants Added to Annuity Payroll

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:

New Measure:
Target Attainment:

The number of Judicial Retirement System Plan 1 retirees and beneficiaries added to annuity payrall
from the JRS 1 Fund 0001

This measure shows the demand for the agency’s senices to administer comprehensive and
actuarially sound retirement programs and to provide an actuarially sound level of retirement funding
for JRS 1 annuitants as defined by state law.

Annuity payroll system

An automated report from the annuity payroll system totals the number of annuitants added to the
payroll from the JRS 1 Fund.

None

Cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Output Measure: Number of JRS 1 Accounts Maintained

Definition:
Purpose:

Data Source:

Methodology:

Data Limitations:

Calculation Method:
New Measure:
Target Attainment:

The number of Judicial Retirement System Plan 1 accounts maintained from the JRS 1 Fund

This measure shows the demand for the agency’s senices to provide for the payment of JRS 1
benefits as required by law by totaling the number of member accounts belonging to contributing
and non-contributing members.

JRS 1 member files

The automated reports total the number of contributing and non-contributing accounts from the
JRS 1 Fund.

JRS 1 is a pay-as-you-go plan. State judicial officers who first held office before September 1,
1985 are eligible for membership in JRS 1. This is a closed plan that has not had any new covered
members since 1985. Judges who took office for the first time on or after September 1, 1985 are
in the JRS 2 plan.

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Strategy: Provide the Payment of Death Benefits to Beneficiaries of Public Safety

Workers

Output Measure: Number of Death Benefit ClaimsProcessed

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The number of death benefit claims processed by agency staff to beneficiaries of certain law
enforcement officers, firefighters and emergency technicians killed in the line of duty as required by
Chapter 615, Government Code

This measure shows the demand for the agency’s senvices to determine eligibility and provide for the
payment of benefits to beneficiaries of certain law enforcement officers, firefighters and emergency
technicians killed in the line of duty as required by Chapter 615, Government Code.

Annuity payroll system

Pull report AN143 for each month in the fiscal year. Use page 6 for 615 to total the number of
beneficiaries who received a lump-sum payment. Go to the Number Payees column and add the
numbers inthe following categories: Lump-sum Suniving Spouse, Beneficiaries and Violent Crimes
Lump-sum, Beneficiaries. Repeatthe process for each monthinthe fiscal year. Add the totals for all
12 months to get the number of Death Benefit Claims processed for the entire fiscal year.

None

Cumulative

Continuous without change

Actual performance lower than the target is desirable.

Output Measure: Number of Beneficiaries ReceivingBenefits

Definition:

Purpose:
Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The number of beneficiaries receiving payments as a result of a qualifying death of certain law
enforcement officers, firefighters and emergency technicians killed in the line of duty as required by
Chapter 615, Government Code

This measure shows the demand for the agency’s senices to determine eligibility and provide for the
payment of benefits to beneficiaries of certain law enforcement officers, firefighters and emergency
technicians killedin the line of duty as required by Chapter 615, Government Code.

Annuity payroll system

Pull report AN143 for August. Page 6 for 615 will be used to total the number of beneficiaries

who received a payment. Inthe first column, Number Payees, add the numbers in the following
categories: Suniving Child Payments-Beneficiaries and Surnviving Spouse Annuity-Beneficiaries.
None

Non-cumulative

Continuous without change

Actual performance lower than the target is desirable.
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Strategy: Provide Lump-sum Retiree Death Benefits

Efficiency Measure: Average Number of Business Daysto Process Retiree Death Benefits

Definition:

Purpose:
Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The average number of business days elapsed from the date a claim for retiree death benefits
under Section 814 .501, Government Code is filed, to the date the request for death benefitsis sent
tothe Comptroller.

This measure shows the efficiency of the agency’s efforts to provide ERS retiree death benefits
under Section 814 Subchapter F, Government Code.

Annuity payroll system

Average Number of Business Days is calculated by the Total Number of Business Days divided by
Total Number of Payments.

None

Non-cumulative

Continuous without change

Actual performance lower than the target is desirable.

Output Measure: Number of Retiree Death Benefits Paid

Definition:
Purpose:

Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The number of retiree death benefits paid under Section 814 .501, Government Code.

This measure shows the demand for the agency’s senices to determine eligibility and provide lump-
sum retiree death benefits under Section 814 .501, Government Code.

Annuity payroll system
Pull report AN143for each monthinthefiscal year. Inthe second column, Number Payees, add the

number of 5K Death-Beneficiary on each page. Repeat for each month in the fiscal year, thentotal
all 12 months.

None

Cumulative

Continuous without change

Actual performance lower than the target is desirable.

Strategy: Provide General Benefits Program to State Employees, Retirees and Their

Dependents

Efficiency Measure: Percentage of Medical Claims Processed within 22 Business Days

Definition:

Purpose:
Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The percentage of all medical claims received by the claims administrator that are paid within 22
business days.

This measure shows the efficiency ofthe agency's efforts to manage a comprehensive, quality
health program for general state and higher education employee.

Monthly Administrative Performance Report (MAPR)

The number of claims processed within 22 business days is divided by the total of all claims
received to arrive at a percentage.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Efficiency Measure:

Definition:

Purpose:
Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

Percentage of All Electronic Retail Pharmacy Claims Processed within 15 Business Days

The percentage of all electronic retail pharmacy claims received by the claims administrator that are
processed within 15 business days

This measure shows the efficiency of the pharmacy benefit manager (PBM) in processing phamacy
claims for members in a timely manner.

Monthly Administrative Performance Report (MAPR)

The number of claims processed within 15 business days is divided by the total of all electronic
retail claims received to arrive at a percentage.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Efficiency Measure:
Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

HealthSelect Administration FeesasPercentage of Total HealthSelect Costs
HealthSelect administrative costs as a percentage of total HealthSelect costs

This measure depicts the agency’s efforts to assure the efficient management of a comprehensive,
guality health care program for general state and higher education employees.

Monthly Financial Report

The total dollar amount of administrative fees paid to the HealthSelect PBM and TPA is divided by
the dollar amount of total HealthSelect costs to arrive at a percentage. Total HealthSelect costs
include administrative fees, medical claims and prescription drug claims net of rebates, subsidies
and discount guarantees.

None

Non-cumulative

Continuous without change

Actual performance lower than the target is desirable.

Explanatory Measures: Number of Employees, Retirees, and Dependents Covered by GBP Heath Care Plans

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The number of participants in the Texas Employees Group Benefits Program (GBP) who are enrolled
in HealthSelect, HealthSelect Medicare Advantage or health maintenance organizations (HMOs)

This measure shows the demand for the agency’s senices to provide employees, retirees and
dependents with a comprehensive, quality health program.

Benefit administration system

The number of state and higher education employees, retirees and dependents covered by
HealthSelect, HealthSelect Medicare Advantage and HMOs, including nominees and COBRA
participants and other direct pay in each of 12 months is totaled, then divided by 12 as of the end of
the fiscal year.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Explanatory Measure: Percentage of Participantsin HMOs

Definition:
Purpose:
Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The percentage of all participants in the GBP who are members of HMOs

This measure shows the demand for the agency’s senices to provide employees, retirees and
dependents with a comprehensive, quality health program.

Benefit administration system

A percentage is computed by dividing the number of GBP participants enrolled in HMOs by the total
of all GBP participants as of the end of the fiscal year.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.
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Output Measure: In-network Servicesasa Percentage of Total Services

Definition:

Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:

New Measure:
Target Attainment:

The percentage of paid claims for use of facilities or providers in the HealthSelect network

This measure shows the impact of the agency's efforts to provide a basic health care program for
general state and higher education employees. A high percentage of network utilization shows that
the HealthSelect provider network generally meets the needs of participants.

ERS’ Business Intelligence Data Warehouse

The total number of paid in-network claims (facility and provider) is divided by the total number of all
paid claims (facility and provider) to arrive at a percentage.

None

Non-cumulative

Continuous without change

Actual performance higher than the target is desirable.

Output Measure: Mental Health/Substance Abuse CostsasPercentage of Total HealthSelect Costs

The percentage of all HealthSelect costs that are attributable to treatment for mental health or
substance abuse

Definition:

Purpose:

Data Source:
Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

This measure shows the efficiency ofthe agency’s efforts to manage a comprehensive, quality
health program for general state and higher education employees and enables the agency to
monitor health care cost trends.

Monthly Administrative Performance Report (MAPR)

The total dollaramountofmedical claims paid by the HealthSelect claims administrator for mental
health care and substance abuse treatment is divided by the total dollar amount of medical claims
paid by the HealthSelect claims administrator to arrive at a percentage.

None

Non-cumulative
Continuous without change
Actual performance lower than the target is desirable.

Output Measure: Prescription Drug Program CostsasPercentage of Total Health Select Costs

Definition:
Purpose:

Data Source:

Methodology:

Data Limitations:
Calculation Method:
New Measure:
Target Attainment:

The percentage of all HealthSelect costs which are attributable to prescription drugs

This measure shows the efficiency ofthe agency’s efforts to manage a comprehensive, quality
health program for general state and higher education employees and enables the agency to
monitor health care cost trends.

Monthly Financial Report (MFR)

The total dollar amount of prescription drug claims paid by the HealthSelect PBM net of rebates,
subsidies and discount guarantees is divided by the total dollar amount of medical and prescription
drug claims net of rebates, subsidies and discount guarantees paid by the HealthSelect TPA and
PBM, respectively, to arrive at a percentage.

None

Non-cumulative

Continuous without change

Actual performance lower than the target is desirable.
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Historically Underutilized Business Plan

The Employees Retirement System of Texas (ERS) is actively committed to promoting contract opportunities to certified
Historically Underutilized Businesses (HUBs). ERS pursues initiatives to promote HUB opportunities, including
subcontracting efforts and attendance at HUB Economic Opportunity Forums. ERS travels to events and forums to
encourage participation from HUB vendors throughout the state.

ERS has adopted the statewide (HUB) goals. The only deviation from the statewide goals is that ERS will not have a Heawy
Construction goal as ERS does not engage in Heawy Construction.

ERS HUB Goals

Heaw Construction 0.00%
Building Construction, Including General Contractors and Operative Builders 21 1%
Special Trade Construction 32.9%
Professional Senices 23.7%
Other Senvices 26.0%
Commodities 21.1%

In an effort to meet the agency’s goals, ERS has established strategies that include:

+ Attend HUB conferences and provide HUB vendors with information on how to contract with ERS in order to encourage
and increase participation.

+ Participate in HUB-related meetings and forums as well as Economic Opportunity Forums (EOFs e.g. vendor fair, spot
bid fairs, conferences).

+ Meet with certified HUB vendors to discuss the products and /or senices that vendors provide and the potential
opportunities available at ERS when requested.

+ Direct HUB vendors to other state agencies that may also be interested in the vendors’ products and/or senvices when
applicable.

+ When feasible, solicit more certified HUBs than required on all applicable bid opportunities.
+ Contact HUBS directly for procurements that are under the competitive procurement threshold for bidding.

+ Work with non-HUB vendors who are interested in becoming HUB-certified; this will include directing potential HUB
vendors to the Comptroller of Public Accounts” website.

+ ERS will review its mentor/protégé program procedures.

+ While ERS’ offerings do not generally lend themselves to subcontracting opportunities, ERS does anticipate a higher
utilization of subcontractors (and potentially HUBS) for its ongoing construction and design on its new building.

+ ERS will assess and re-evaluate agency goals based on actual performance and updated Disparity Studies as
conducted by the Comptroller of Public Accounts.
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Agency Workforce Plan

l. AGENCY OVERVIEW

ERS administers retirement; health and other insurance benefits; TexFlex, a tax-savings flexible benefit program; and 401(k)
and 457 investment accounts as part of the Texa$aver program. We also manage and invest the ERS Trust for the sole
benefit of retirement system members.

A. Mission
ERS offers competitive benefits to enhance the lives of its members.

B. Philosophy

ERS prudently and professionally manages the trust funds and programs on behalf of its members. Benefits are an
important part of the compensation of State of Texas employees, contributing to their financial security and well-being
throughout their lives. We operate in an ethical, cost-effective manner, providing valuable and reliable senice delivered
by highly qualified staff.

C. Principles

TRUST - Earn and maintain the confidence of our stakeholders

INTEGRITY - Make ethical and prudentdecisions

SERVICE - Deliver quality and respectful senvice to all participants

ADAPTABILITY - Ably adjust to different conditions

COMMUNICATION - Exchange information in a consistent, concise and clear manner
STEWARDSHIP - Prudently manage resources

INNOVATION — Embrace new ideas and concepts

COLLABORATION — Exhibit teamwork in accomplishing the task at hand

D. Goals and Objectives
GOAL: SUPPORT OUR MEMBERS’ RETIREMENT INCOME SECURITY
Objectives:

+ Attain Defined Benefit Plan Sustainability

* Assist Members in Preparing for Retirement Readiness
* Maintain a Professional and Diversified Investment Program
GOAL: SUSTAIN COMPETITIVE GROUP BENEFITS PROGRAMS

Objectives:
* Manage Health Care Program

* Promote Health and Well-Being
* Enhance Data Analysis

GOAL: ENGAGE STAKEHOLDERS FOR INFORMED DECISION MAKING
Objectives:
* Enhance Communications and Measure the Effectiveness

» Educate Stakeholders on Programs and Their Value
* Increase Understanding of Stakeholder Needs

GOAL: ENHANCE AGENCY PERFORMANCE AND ACCOUNTABILITY
Objectives:
 Lewverage Input, Skills and Talents of ERS Staff

* Increase Process Efficiency and Effectiveness to Meet ChangingNeeds
* Improve Transparency to Maintain Trust

» Ensure the Security of Member Data
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. CURRENT WORKFORCE PROFILE
A. Critical Workforce Skills

There are several critical skills thatare importantto ERS’ ability to operate. Withoutthese skills, ERS could not provide basic
benefit and retirement senices. These skills are listed below:

 Ability to interpretlegislation

* Ability to communicate detailed information

« Ability to write guidelines and procedures for a targeted audience

* Ability to use automated benefitsystems

« Ability to transition business processes from manual systems to web-based investment systems
* Ability to develop long-term and short-term goals for the investmentprogram

 Ability to manage alternative assetclasses

« Ability to establish and maintain a sound technological infrastructure

* Ability to adapt to a changing environment

* Risk management skills

Quality assuranceskills

In addition, ERS needs highly skilled and knowledgeable investments staff to administer comprehensive and actuarially
sound retirement programs.

B. Workforce Demographics

As of April 30, 2020, the ERS had 368 employees, including part-time and full-time staff, to carry out the mission of the
agency. ERS offers competitive benefits to enhance the lives ofits members. The following charts illustrate the demographic
make-up of ERS’ workforce.

Workforce Breakdown

SC;;rs Unde;yso yrs Less than 2 yrs 15+ yrs
Male ’ . 30-39 15% 17%
43%

Female
57%

32% Yrs 27% 5-9 yrs
31% 26%
Gender Age Agency Tenure
ERS’ workforce is More than 70% of the Fifty-eight percent of ERS’
composed of 57% females agency’s employees are workforce has five years or more
and 43% males. ower the age of 40. of state senice, and 42% of the

workforce has fewer than four
years of state senice.

Employees Retirement System of Texas Strategic Plan 2021- 2025 | 29



Agency Minority Workforce

The following table compares the percentage of minority workers at ERS as of April 30, 2020 to the statewide civilian
workforce.

Job Cateaor
S ERS % ERS o

Officials, Administration 7% 8% 7% 22% 53% 38%
Professional* 7% 11% 16% 20% 61% 54%
Technical 14% 14% 14% 29% 30% 55%
Administrative Support 0% 14% 33% 26% 80% 71%
Skilled Craft 0% 10% 100% 51% 0% 12%
Senice and Maintenance 0% 13% 50% 52% 0% 52%

Source document for state percentage: Equal Employment Opportunity and Minority Hiring Practices Report Fiscal Years 2017-2018
(Chart 1), published by the Texas Workforce Commission

There are five categories of zero-represented classes within ERS These are African-American: Administrative Support,
Skilled Craft, and Senice and Maintenance; and Female: Skilled Craft, Senice and Maintenance. ERS employs only
three staff in Operation Senices and Maintenance Senvices units, and 15in Administrative Support, whichisa
contributing factor to under-representation in those categories.

Employee Turnover

The following graph compares the average ERS turnover to that of the state for Fiscal Years 2015 through 2019. During
this time, ERS’ turnover rate was below the statewide turnover rate.

25.0%
20.0% 17.6% 18.6%  19.3%
15.0%
10.0%
5.0%
0.0%

Fy17

FY19
i State  mERS

As of May 31, 2020 the agency turnover rate is 7.82%.

The State category “paraprofessional” is not listed in the Census data. ERS is reporting agency staff identified in internal systems as
paraprofessionals in the “professional” category for the purposes of this report.
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Turnover by Length of Service

Length of State Service ERS Turnover % by Service FY19 | State Turnover %by Service FY19

Fewer than 2 years 14.4% 47.4%
2t04.99 years 12.5% 23.4%
5t09.99 years 12.9% 13.8%
10to 14 .99 years 8.2% 11.9%
15 years and more 6.6% 15.0%
Ovwerall Turnover 11.96% 20.3%

The highest percentage ofturnover for state employees continuesto be for those who have fewer than two years of senice.
The turnover rate for ERS employees who leave with fewer than two years of senice is significantly lower than the state's
percentage. ERS makes every effort to minimize turnover in this category by offering opportunities to cross-train employees
for career development opportunities, professional development training for career growth, paying competitive salaries and
offering a good work atmosphere with a flexible work environment.

Turnover by Age

Turnover by age reflects the make-up of the agency workforce. Below is a chart showing the percentage of turnover by age.

Length of State Service ERS Turnover % by Age FY19 State Turnover % by Age FY19

Under 30 years 21.9% 38.3%
30to 39 years 15.6% 19.8%
40 to 49 years 6.9% 14.0%
50 to 59 years 10.0% 16.1%
60 years and over 17.28% 22.0%
Ovwerall Turnover 11.96% 20.3%

During Fiscal Year 2019, employees in the 40-to-49 and 50-to-59 groups experienced the lowest level of turnover at ERS.
The greatest turnover was in the under 30 years of age group.

Turnover from Projected Retirements

Based on the limited data available, ERS projects that during the next three fiscal years, approximately 11% of ERS’
workforce will be eligible to retire, taking with them institutional knowledge and expertise . ERS continuesto prepare for the
retirement of employees in key positions through succession planning, cross-training and employee development.

Number of Potential Retirees

100

2022

2023

[ll. Future Workforce Profile

ERS continues to design and implement systems to meet the challenges of the five vision elements. The vision
elements include:
* Engaging members

* Having dynamic internal and external collaboration

Employees Retirement System of Texas Strategic Plan 2021- 2025 | 31



* Providing competitive sustainable benefits
» Hawving innovative solutions
» Demonstrating a model work environment

A. CRITICAL FUNCTIONS

ERS needs a workforce that can accomplish the following goals:
» Support our members’ retirement income security

» Sustain a competitive group benefits programs
* Engage stakeholders forinformed decisionmaking
* Enhance agency performance and accountability

B. WORKFORCE OPPORTUNITIES

Supenvsors at ERS must have an ability to examine and improve business processes, and to lead their teams through
transitions of new and very complex systems, as well as effectively communicate the new processes to agency staff. Staffin
the Investments Division must be experienced in various investment asset classes.

C. CRITICAL FUNCTIONS REQUIRED IN ACHIEVING THE STRATEGIC PLAN

The strategic directions identified under the critical functions subheading will continue to be necessary and important over
the next several years. ERS customers continue to demand more, faster and easier access to their benefit information,
more innovative products, and reasonable costs for senices and products. ERS offers and delivers senices that are very
complex. As a result, the skills to deliver the complex senices will have to be acquired or developed by the agency
workforce.

Leveraging skills and talents of ERS staffthrough employee and organization developmentis critical to the success ofthe
agency. ERS must have awell-trained, highly skilled and flexible workforce to respond both to the needs of our customers
and to program changes resulting from federal and state legislation. Employees must continue to receive cross-training,
formal training and re-training to maintain their employment with ERS.

D. Future Workforce Skills Needed

ERS relies on acompetent and knowledgeable workforce. The following skills and abilities are essential for ERS’ workforce
to attain the five vision elements:
 Leadership, management and supenision skills

 Learnability, resilience, agility and collaboration skills

* Problem solving skills

* Ability to effectively communicate with internal and external customers

¢ Investment skills

* Ability to dewvelop long-term and short-term goals for the investmentprogram
 Ability to manage alternative asset classes, and private real estate, private equity and hedge funds
* Project managementskills

» Technology skills

+ Contract management skills

* Change management skills

* Process analysis

 Strategic planning

* Risk management skills
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Customer Service Report
Fiscal Years 2019-2020

ERS offers competitive benefits to enhance the lives of its members.

The ERS Customer Benefits Division handles approximately 445,500 direct member interactions annually regarding insurance
and retirement benefits through incoming phone calls, emails and member visits.

We offer 24-hour self-senice options, including our telephone interactive wice response (IVR) system, to provide
information regarding retirement account balance and senvice credit. In addition, our online tool, ERS OnLine, allows
members to obtain information about their benefits and make changes or updates to their personal information.

It is important to ERS that we are meeting the expectations of our members. Therefore, we have deweloped a
comprehensive quality improvement program that includes satisfaction surveys to assess our performance.

The results of our member satisfaction surveys are very positive:

o 92% of survey respondents rate the ERS telephone/email representative as courteous and professional.

e Visitors to ERS give their experience a 99% satisfaction rate.

o New retirees rate ERS’ handling of their first annuity payment with a 96% satisfaction rate.

Providing our customers withthe highest level of senice—and listening to what they have to say—is our way to honor the
senvice of Texas state employees and retirees.
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ERS Customer Inventory

The current General Appropriations Act enumerates six budget
strategies relevant to the programs described below.

(Data are primarily from the ERS Comprehensive Annual Financial Report for Fiscal Year 2019.)

Strategy A.1.1. ERS Retirement Plan

* Active employees — 141,965
* Retired employees — 115,155
* Inactive members — 125,935 (terminated employees who retain ERS membership)

Strategy A.1.3. JRS Retirement Plan 2

* Active officers — 573
¢ Retired officers — 472

Strategy A.1.4. JRS Retirement Plan 1

Strategy A.1.5. Public Safety Death Benefits Program — Chapter 615

* Suniving spouse lump-sum benefits awarded — 17

» Guardians receiving payments on behalf of surviving children — 116

Strategy A.1.6. ERS Retiree Death Benefit Program
» 1,535 retiree deaths

Strategy B.1.1. Group Benefits Program for Insurance (GBP)
541,725 members and participants:

* Active employees — approximately 39.5% of the total

* Retired employees — approximately 21.8% of the total

* Dependents/others — approximately 38.7% of the total

Strategy B.1.2. Probation Health Insurance
Included in Strategy B.1.1
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Customer Satisfaction Surveys

ERS conducted a random sample of email and phone call interactions with 65,664 surveys sent during the period of
September 1, 2018 through April 30, 2020. Wereceived 7,568 survey responses, representing an 11.5% response rate for
these interactions. The ERS representatives conducting these interactions are unaware of which calls are selected to
receive the suney.

The surwey results allow ERS to focus on key performance areas and to identify opportunities to improve our senice to
members. These suneys are evaluated as they are received to identify trends quickly, and are analyzed to assess overall
performance and to design training programs to address areas that need improvement.

Following are questions fromthe survey.
- _000_]

Question 1 — Overall, | am satisfied with the service | received from ERS.
Question 2 —The ERS representative was courteous and professional.
Question 3 — The ERS representative answered my questions in terms | understood.

Question 4 — The ERS representative answered all of my questions completely.
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Customer Satisfaction Surveys

Contact Center Assistance Results

Question 1 — Overall, | am satisfied with the service | received from ERS.

5% m Strongly Agree
5% 6%
Agree
m Neutral
22% m Disagree

Strongly Disagree

Question 2 —The ERS representative was courteous and professional.

50, 1% 2%
\ m Strongly Agree
Agree
® Neutral
B Disagree

Strongly Disagree
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Question 3 — The ERS representative answered my questions in terms | understood.

597 22

21%

m Strongly Agree
Agree

= Neutral

m Disagree

Strongly Disagree

Question 4 — The ERS representative answered all of my questions completely.

59 5%

m Strongly Agree
Agree

® Neutral

® Disagree

Strongly Disagree
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Targeted Surveys

Annuity Check Payment Services

In FY19, ERS paid more than $2.3 billion in annuity payments to 115,155 retired state employees and beneficiaries. Our
customers rely on the funds they have earned and have high expectations for prompt and accurate payment.

ERS sends every new annuitant a satisfaction survey 60 days after retirement. We target a specific senice, sending the
suney shortly after the senice is complete. Among new annuitants 17.6% completed and returned the suney, which
meets statistical validity requirements. The surweys are returned via fax or mail.

The following is a sample survey.
-]

ERS is committed to providing excellent senice to our customers. We know how important prompt and correct payment of
your annuity is to you. As a new retiree, we want you to tell us how we’re doing. If you have any questions that require a
response from ERS, please include your name and contact information, otherwise, this is an anonymous survey. Thank
you for taking a few minutes to complete this surwey.

1 Did ERS informyou aboutthe payment process?
oYes o No o Not Sure

2 Did you receive retirement counseling from ERS?
oYes oNo

3 Did you receive your annuity check in the timeframe you expected?
o Sooner o When Expected o Later

4 Was your annuity check for the amount that you expected?
o More oAmount Expected o Less

5 Overall, how satisfied are you with your annuity check delivery?
o Not satisfied o Satisfied o Extremely satisfied
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Targeted Surveys

Annuity Check Payment Services Results
Cumulative Annuity Survey September 1, 2018 through April 30, 2020

payment process?

96% 2% 2% 100%

Did you receive retirement Yes/
Yes/ Ph Y

27% 69% 1% 3% 100%

Did you receive your annuity check in When
Y . s SR e I Sooner Later

the time frame you expected? Expected

11% 85% 4% 100%

Was your annuity check for the More Amount Less
amount you expected? Expected

5% 88% 7% 100%

Owerall, how satisfied are you with Extremely Satisfied (\[o] No Comment/
your annuity check delivery? Satisfied Satisfied Other

57% 39% 2% 2% 100%
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Targeted Surveys

Personal Benefit Counseling Services

ERS offers in-person counseling senices to active employees and retirees through appointments and walk-ins. Members
are provided a surwey and, following the counseling session, are asked to complete and return it to ERS. As with our
suneys for telephone and email interactions, these suneys are evaluated as they are received to assess performance
and address areas that require improvement.

The following is a sample survey.
- 0000000000000

The Employees Retirement System of Texas (ERS) is committed to providing excellent senice to our customers. We
want you to tell us how we are doing. Thank you for taking a few minutes to complete this suney.

ERS Customer Service toll-free (877) 275-4377

Y our name (optional)

Date

The business | had with ERS today was
related to:

O Retirement

O Insurance

O Other (specify)

lam a
O Current state agency employ ee

O Current higher education institution
employ ee

O Retired state agency employ ee

O Retired higher education institution
employ ee

O Other (specify)

This was my first visit
O Yes 0O No

WWW.ers.texas.gov

5=Strongly Agree
4=Agree

3=No Opinion
2=Disagree

1=Strongly Disagree
Circle only one

I received quality service from ERS staff
5 4 3 2 1

I received courteous service from ERS staff
5 4 3 2 1

ERS staff member | visited was knowledgeable
5 4 3 2 1

ERS staff member | visited was receptive
to my questions
5 4 3 2 1

The materials | received were useful
5 4 3 2 1

The waiting area was clean and comfortable
5 4 3 2 1

The office was clean, comfortable and private
5 4 3 2 1

The receptionist was polite

5 4 3 2 1

The receptionist provided assistance
5 4 3 2 1

The receptionist was sensitive to confidential
matters

5 4 3 2 1

I am pleased with the overall quality of service
5 4 3 2 1

I met with

(name of ERS staff member if you remember)

Comments:

Thank you for your comments regarding
the service you just received.

After completing the survey, you may
either mail it to the address on back of the
brochure or leave it with the receptionist.

Employees Retirement System of Texas
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Targeted Surveys

Personal Benefit Counseling Services
Cumulative Customer Satisfaction Survey September 1, 2018 through
April 30, 2020

St [
rongly Agree/ Strongly Disagree/ o @ralion Total
Agree Disagree

| received quality senice by ERS staff. 99.6% 0.4% 0.0% 100%
| received courteous senice by ERS staff. 99.6% 0.4% 0.0% 100%
The ERS staff member | visited was 99.6% 0.0% 0.4% 100%
knowledgeable.

The ERS staff member | visited was 99.2% 0.4% 0.4% 100%
receptive to my questions.

The materials | received were useful. 98.1% 0.0% 1.9% 100%
The waiting area was clean and 100% 0.0% 0.0% 100%
comfortable.

The office was clean, comfortable and 100% 0.0% 0.0% 100%
private.

The receptionist was polite. 99.6% 0.0% 0.4% 100%
The receptionist provided assistance. 100% 0.0% 0.0% 100%
The receptionist was sensitive to 97.4% 0.4% 2.2% 100%
confidential matters.

| am pleased with the overall quality of 99.6% 0.4% 0.0% 100%
senice.
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Assessment of Advisory Committees

To assist in the process required by Chapter 2110, Texas Government Code, state agencies should submitan
assessment of advisory committees. ERS has two advisory committees: Investment Advisory Committee and the Group
Benefits Advisory Committee. Information on these two committees is presented below.

SECTION A: INFORMATION SUBMITTED THROUGH ADVISORY COMMITTEE SUPPORTING SCHEDULE IN LEGISLATIVE

APPROPRIATIONS REQUEST

CommitteeName: Investment Advisory Committee
Number of Members: 8
“Committee Status Ongoing Note: An Inactive committee is acommittee that w as created prior to the 2014-15 biennium but

(Ongoing or Inactive):” did not meet or supply advice to an agency during that time period.

Date Created: 8/5/1966 Date to Be Abolished: As determined by the Board

(:tl::tgeeti?sr)ategy 1-1-1& Strategy Title (e.g. Provide actuarially sound levels of retirement funding as defined
e.q 1_29_4),, 1-1-2 Occupational Licensing) @ by state law for ERS and LECOS retirees.

“Budget Strategy Provide actuarially sound level of retirement funding as defined

1-1-3 Strategy Title

(Strategies)” by state law for JRS 2 retirees.

Advisory Committee Costs: This sectionincludes reimbursements for committee member costs and costs attributable to
agency staff support.

Committee Members’ Direct Expenses "Expended Exp 2019" "Estimated Est 2020"  "Budgeted Bud 2021"

Travel $15,379 $9,950 $16,000

Personnel $0 $0 $0

Number of FTEs 0.0 0.0 0.0

Other Operating Costs $11,200 $22,800 $22,800

Total, Committee Expenditures $26,579 $31,750 $38,800

Committee Members’Indirect Expenses "Expended Exp 2019 "Estimated Est 2020" "Budgeted Bud 2021"

Travel $0 $0 $0

Personnel $10,000 $5,000 $5,000

Number of FTEs 0.2 0.1 0.1

Other Operating Costs $0 $0 $0

Total, Committee Expenditures $10,000 $5,000 $5,000

Method of Financing “Expended Exp 2019” | “Estimated Est 2020” “Budgeted Bud 2021”
Method of Finance

955 - S.ER.S. Trust Account $36,759 $36,750 $43,800

Expenses / MOFs Difference: $36,759 $36,750 $43,800

Meetings Per Fiscal Year 4 4 4

The Investment Advisory Committee (IAC) w as established at

the discretion of the Board of Trustees as authorized in the Texas
Administrative Code § 63.17(b). It is composed of atleast five and not
more than nine members. The members are selected by the Board of
Trustees on the basis of experience in the management of afinancial
institution or other business in w hich investment decisions are made
oras aprominent educator in the fields of economics, finance or other
investment-related area.

Committee Description:

State/Federal Authority Select Type Identify Specific Citation
State Authority Admin Code Title 34, Part IV, Chapter 63, § 63 .17 (b)

Texas Government Code, Title 8, Subtitle B,

State Authority Statute Subchapter A, § 815 .509
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SECTION B: ADDITIONAL COMMITTEE INFORMATION

1. When and w here does this committee typically meet and is there
any requirement as to the frequency of committee meetings?

2. What kinds of deliverables or tangible output does the committee
produce? If there are documents the committee is required to
produce for your agency or the general public, please supply the
most recent iterations of those.

3. What recommendations or advice has the committee most
recently supplied to your agency? Of these, w hich w ere adopted
by your agency and w hatw as the rationale behind not adopting
certain recommendations, if this occurred?

4a. Does your agency believe that the actions and scope of
committee w orkis consistent w ith their authority as defined in
enabling statute and relevant to the ongoing mission of your
agency?

4b. Is committee scope and w ork conducted redundant w ith other
functions of other state agencies or advisory committees?

5a. Approximately how much staff time (in hours) w as used to
support the committee in Fiscal Year2019?

5b. Please supply a general overview of the tasks entailed in
agency staff assistance provided to the committee.

6. Have there been instances w here the committee w as unable to
meet because a quorum w as notpresent?

7a. What opportunities does the committee provide for public
attendance and participation, and how is this information
conveyedto the public (e.g. online calendar of events, notices
posted in Texas Register, etc.)?

7b. Do members of the public attend at least 50 percent of all
committee meetings?

7c. Are there instances w here no members of the public attended
meetings?

8. Please list any external stakeholders you recommend we
contact regarding this committee.

9a. In the opinion of your agency, has the committee met its
mission and made substantive progress in its mission and goals?

9b. Please describe the rationale for this opinion.

The committee meets at the discretion of the Board of Trustees.
These are usually quarterly and coincide w iththe Board of
Trustees meetings (February/March, May, Augustand December)
at ERS.

The committee provides the ERS Board of Trustees w ith advice
regarding the ERS Investment Policy. The committee provides
academic and practical background on investment issues at hand;
and assistance to ERS staff with updates on investment asset
classes, risk management, best practices and asset allocation.

The IAC review s investment strategies and related policies of
ERS to provide comments and recommendations to assist the
Board of Trustees in adopting prudent and appropriate investment
policies. Also, the IAC recommends asset mix, portfolio strategy,
investment policies and eligible securities. The IAC recommended
adoption of the most recent asset allocation study to the Board of
Trustees at the August 2017 Joint Meeting of the IAC and Board
of Trustees. The IAC serves as a good source for staff on industry
trends and as a resource independent of consultants w ho also are
aligned w ith staff because of their same fiduciary duty to ERS. IAC
members also serve on the Texa$aver Product Review Committee
and on internal Investment Committees for certain asset classes.

Yes

No

Approximately 160 hours monthly

Transmission of documentation needed for IAC preparation for
each Board meeting. Phone updates by the CIO and Deputy CIO
and occasional meetings w ith staff. Preparation of joint meeting
minutes. Review of travel reimbursement requests.

No

Information is posted for the record with Board notices in
accordance with the Open Meetings Act. The IAC meets publicly
in the Joint Meetings of the Board of Trustees and the IAC. The
IAC does not meet independently of the Board although individual
committee members may meet w ith staff.

Yes

No

Yes

The IAC has met its mission by utilizing the members’ skills
and experience in differentareas of the investment world to
consistently provide expertise to the Board in the areas of
assetallocation, new asset classes, new markets and prudent
diversification in order to assistthe Board in carrying out their
fiduciary responsibility. The IAC w as pivotal in moving to
international investments and the private asset classes, w hich
in turn has helped w ith strong returns over the years.
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10. Given that state agencies are allow ed the ability to create
advisory committees at will, either on an ad-hoc basis or through
amending agency rule in Texas Administrative Code:

10a. Is there any functional benefit for having this committee
codified in statute?

10b. Does the scope and language found in statute for this
committee prevent your agency from responding to evolving needs
related to this policy area?

10c. If “Yes” for Question 10b, please describe the rationale for this
opinion.

11a. Does your agency recommend this committee be retained,
abolished or consolidated w ith another committee elsew here
(either at your agency or another in state government)?

11b. Please describe the rationale for this opinion.

12a. Were this committee abolished, w ould this impede your
agency’s ability to fulfill its mission?

12b. if “Yes” for Question 12a, please describe the rationale for this
opinion.

13. Please describe any other suggested modifications to the
committee that w ould help the committee or agency better fuffill its
mission.

No

No

Retain

The IAC assists the Board of Trustees in carrying out its
fiduciary duties withregard to the investment of the assets of
the system and related duties. The IAC review s investment
strategies and related policies of ERS to provide comments and
recommendations to assistthe Board of Trustees in adopting
prudent and appropriate investment policies.In addition,
together with the ERS staff, they utilize their investment
expertise to advise the Board of Trustees on asset mix,
portfolio strategy and investment policies. The Board benefits
from their investment expertise and independent opinion.

Yes

In the event this committee w as abolished, the Board w ould
lose avaluable resource in terms of information flow , investment
perspective, pros and cons for decision making w ith different
investments, assetallocation and portfolio strategy.

No other changes other than the recommendation to keep the
committee are suggested.
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SECTION A: INFORMATION SUBMITTED THROUGH ADVISORY COMMITTEE SUPPORTING SCHEDULE IN LEGISLATIVE
APPROPRIATIONS REQUEST

Committee Name:

Number of Members: 11

“Committee Status Onaoin

(Ongoing or Inactive):” going

Date Created: 12/13/2017 | Date to Be Abolished:
“Budget Strategy Strategy Title
(Strategies) 2-1-1 (e.g.Occupational
(e.g.1-2-4)” Licensing)

Group Benefit Advisory Committee

As determined by the Board

Group Benefits Program

Advisory Committee Costs: This section includes reimbursements for committee member costs and costs attributable to

agency staff support.
Committee Members’ Direct Expenses
Travel
Personnel
Number of FTEs
Other Operating Costs
Total, Committee Expenditures

Committee Members’Indirect Expenses
Travel
Personnel
Number of FTEs
Other Operating Costs
Total, Committee Expenditures

Method of Financing
Method of Finance
955 - S.ER.S. Trust Account
Expenses / MOFs Difference:

Meetings Per Fiscal Year

Committee Description:

State/Federal Authority
State Authority

State Authority

"Expended Exp 2019"
$2,990

$2,990

"Expended Exp 2019"
$0

$19,500

0.2

$0

$19,500

“Expended Exp 2019”
$22,490
$22,490

2

"Estimated Est 2020"
$997

$997

"Estimated Est 2020"
$0

$21,000

0.2

$0

$21,000

“Estimated Est 2020”
$21,997
$21,997

2

"Budgeted Bud 2021"
$3,000

$3,000

"Budgeted Bud 2020"
$0

$21,000

0.2

$0

$21,000

“Budgeted Bud 2021”
$24,000
$24,000

2

The Group Benefit Advisory Committee (GBAC) is apart of the agency’s
ongoing efforts toincorporate a full spectrum of stakeholder and expert
input and opinions in the planning and development of employee benefit
programs offered under the Texas Employees Group Benefits Program

(GBP).

Select Type
Admin Code

Statute

Identify Specific Citation
Title 34, Part IV, Chapter 63, § 63 .17 (b)

Texas Government Code, Title 8, Subtitle B,
Subchapter A, § 815 .509
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SECTION B: ADDITIONAL COMMITTEE INFORMATION

Committee Bylaw s: Please provide a copy of the committee’s current bylaw s and most recent meeting minutes as part of your

submission.

1. When and w here does this committee typically meet and is there
any requirement as to the frequency of committee meetings?

2. What kinds of deliverables or tangible output does the committee
produce? If there are documents the committee is required to
produce for your agency or the general public, please supply the
most recent iterations of those.

3. What recommendations or advice has the committee most
recently supplied to your agency? Of these, w hich w ere adopted
by your agency and w hatw as the rationale behind not adopting
certain recommendations, if this occurred?

4a. Does your agency believe that the actions and scope of
committee w orkis consistent w ith their authority as defined in

its enabling statute and relevant to the ongoing mission of your
agency?

4b. Is committee scope and w ork conducted redundant w ith other
functions of other state agencies or advisory committees?

5a. Approximately how much staff time (in hours) w as used to
support the committee in Fiscal Year2019?

5b. Please supply a general overview of the tasks entailed in
agency staff assistance provided to the committee.

6. Have there been instances w here the committee w as unable to
meet because a quorum w as notpresent?

7a. What opportunities does the committee provide for public
attendance and participation, and how is this information
conveyed to the public (e.g. online calendar of events, notices
posted in Texas Register, etc.)?

7b. Do members of the public attend at least 50% of all
committee meetings?

7c. Arethereinstances w here no members of the public attended
meetings?

8. Please list any external stakeholders yourecommend we
contact regarding this committee.

The GBAC meets twice annually, during October and March, or
as close to such time as is possible to convene a quorum of
the members as established in the charter approved by the

ERS Board of Trustees (Board).

Contents of GBAC meetings focus on: (1) the maintenance and
structure of programs w ithin the GBP; (2) benefit design and
administration trends; and (3) emerging factors that may impact
GBP programs in the future. Agenda content may also include
items forwhich ERS staff requests specific input from the GBAC.
The scope of agenda items may evolve as GBP programs mature,
changes in market trends occur, and new information or data
becomes available, with the intention to allow committee w orkto
adapt to changing environments and stakeholder needs. Agenda
items w ill seek to promote understanding of market environments,
cost trends, program performance and legislative initiatives w ithin
stakeholder groups, and will facilitate discussion of innovative
strategies to improve the value of benefits for participants. The
Committee may be asked to review and comment on strategies
and initiatives to: change existing benefit design; create new
benefit choices; comment on methods to incent participation in
underutilized programs, or promote the selection of cost- effective
high-value health care options.

At the October 2019 meeting, committee members voiced their
support for proposed changes to the existing tobacco
certification policy. Committee members w ere in favor of
expanding the policy to include e-cigarettes and vaping products
effective September 1, 2020. The ERS Board of Trustees
formally approved expansion of the tobacco policy atits March
2020 meeting.

Yes

No

Approximately 300 hours w ere expended in FY 2019

Meeting agenda and presentation content development for
committee meetings. Receiving, reviewingand ranking
applications for open committee positions. Development of
nominations for consideration by the Board.

No

Notice of committee meetings are posted to the ERS public

w ebsite prior to a scheduled meeting. Additional notices may be
provided to primary agency stakeholder groups as determined
by ERS staff. Notices, at a minimum, include the date, time,
and location of a GBAC meeting, and contain general
information on the agenda items to be considered by the
Committee.

No

Yes

Employees Retirement System of Texas
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9a. In the opinion of your agency, has the committee met its

o - o Yes
mission and made substantive progress in its mission and goals?

Committee members, w ho are program participants, experts or
industry professional, bring their know ledge and insights on
health and voluntary benefits to ensure the programs offer value
and meet the needs of our members and retirees, and their

9b. Please describe the rationale for this opinion.

dependents.
10. Given that state agencies are allow ed the ability to create
advisory committees at will, either on an ad-hoc basis or through
amending agency rule in Texas Administrative Code:
10a. Is there any functional benefit for having this committee NO

codified in statute?

10b. Does the scope and language found in statute for this
committee prevent your agency from responding to evolving needs | No
related to this policy area?

10c. If “Yes” for Question 10b, please describe the rationale for this NA
opinion.

11a. Does your agency recommend this committee be retained,

abolished or consolidated w ith another committee elsew here Retain
(either at your agency or another in state government)?

During the Fiscal Year 2016 Texas Sunset Advisory Commission
(Sunset) review of ERS, Sunset staff identified an opportunity

11b. Please describe the rationale for this opinion. for the agency to improve benefits administration and design by
establishing an advisory committee to obtain regular stakeholder
and expert input. Since its inception, the Committee has provided
staff and trustees with valuable insights into the Group Benefits
Program.

12a. Were this committee abolished, w ould this impede your
agency’s ability to fulfill its mission?
In the event this committee w as abolished, the Board w ould lose a

valuable resource for input onthe benefit programs offered through
the GBP.

12b. If “Yes” for Question 12a, please describe the rationale for this
opinion.

13. Please describe any other suggested modifications to the
committee that w ould help the committee or agency better fulffill its
mission.

No other changes other than the recommendation to keep the
committee are suggested.
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