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MISSION

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

PHILOSOPHY

ERS prudently and professionally manages the trust funds and programs on behalf of its members. The 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 service 
delivered by highly qualified staff.

FIDUCIARY DUTY

The ERS is a constitutional trust fund administered by the ERS Board of Trustees.  Article XVI, Section 67 of the 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 of the 

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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ADMINISTRATOR’S STATEMENT
85TH REGULAR SESSION, FISCAL YEARS 2018-2019

Agency Code: 327
Agency Name: Employees Retirement System of Texas

Porter Wilson, Executive Director

I am pleased to present the Legislative Appropriations Request (LAR) for the Employees Retirement System of Texas. This LAR 
requests the funding necessary to provide retirement and insurance benefits to State of Texas employees, retirees, and eligible 
family members. These benefits support the State’s goal to recruit, retain, and reward the high-quality workforce Texas needs to
continue providing efficient and effective administration of state government expected by the state leaders.  These programs help 
provide financial security for more than 110,000 retired Texans and health care for one of every 47 Texans. The benefits ERS 
administers also enhance the lives and livelihoods of countless other Texans.  Pension payments reinvested into local communities 
and medical claim payments delivered to Texas doctors, hospitals, and pharmacies, have a significant impact on the state’s 
economy.

As detailed in this document, ERS faces unique funding challenges related to both the long-term investment environment and 
continuing changes in national health care structures and trends. This request acknowledges these considerations and presents a 
plan to support the full operations of the agency, including:

Four distinct retirement plans: service retirement for state employees, elected state officials, and district attorneys 
(ERS), law enforcement and custodial officers (LECOS), and state district and appellate judges (JRS 1 and 2);
Disability retirement benefits – occupational and non-occupational – that are a part of each plan;
Two death benefit programs: a $5,000 lump-sum death benefit paid to survivors of state retirees and a $500,000 
special death benefit paid to the survivors of certain Texas public safety officers killed in the line of duty; and
Two insurance programs: health insurance and basic life insurance, both of which are provided to employees and 
retirees

ACCOMPLISHMENTS

ERS continues to operate a model benefits program, made possible by the ongoing commitment and careful stewardship of the State 
in combination with prudent contract and investment management by ERS staff.   The 84th Legislature substantially improved the 
ERS retirement fund.  Provisions in the House Bill (H.B.) 1, General Appropriations Act and H.B. 9 increased employer and employee 
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contributions.  With the implementation of this legislation, the funding period for the actuarial unfunded liability went from infinite to a 
33 year funding period.

ERS serves 580,138 employees, retirees and dependents participating in the Texas Employees Group Benefits Program, 171,642 
employees contributing to pension accounts, and 111,561retirees and beneficiaries receiving pension annuities. ERS benefit 
programs support state agencies and institutions in higher education in recruiting and retaining staff that help citizens throughout
Texas achieve self-sufficiency, promote positive health outcomes and enjoy dependable public safety.   Texas relies on a diverse 
and high-quality workforce including judges, law enforcement officers, highway engineers and child protective services caseworkers. 
State benefits serve a key role in recruiting and retaining a workforce critical to the safety, health and well-being of Texans.  Because 
state salaries are generally lower than in the private sector, quality benefits help to bridge the gap and attract qualified individuals.

ERS regularly reviews its full investment portfolio and actively manages assets to achieve the highest risk adjusted return possible 
given existing market conditions. During fiscal years 2017 and 2018, ERS will undertake an asset allocation study and pension 
experience study.  The asset allocation impacts both the short term return expectations that guide investment decisions and the long 
term assumption ERS’ retirement actuaries can recommend during the pension experience study.

This past biennium, ERS continued to pursue a number of initiatives to improve the quality of health-care benefits while maintaining 
lower-than-average costs. The Group Benefits Plan (GBP) cost per employee is more than $1,800 less than similar employer-based 
plans nationwide. To achieve these results, ERS engages in aggressive contracting practices, monitors cost management 
opportunities, identifies and addresses emerging cost drivers, focuses on encouraging behavior changes, and diligently maintains 
low administrative costs. These general strategies can be seen in specific initiatives implemented by the agency including the
following:

Renegotiated the Pharmacy Benefit Manager Contract.  This contract is expected to save approximately $428 million during 
the period FY17-19.
Continue to achieve savings through the Medicare Advantage PPO and HMO.

In addition, ERS has implemented new benefits with minimal cost to the plan including:
Combined out-of-pocket maximum for health and prescription drug services under the HealthSelect Plan as required by the 
Affordable Care Act.
Implemented a new Group Vision Plan effective September 1, 2016 for which over 107,000 participants signed up during 
summer enrollment.
Implemented a Qualified Transportation Fringe Benefit.

As required by House Bill 966, ERS implemented Consumer Directed HealthSelect, as an alternative to HealthSelect of Texas.  This 
plan includes a high deductible health plan and a health savings account (HSA) to which the state and participants may contribute 



Page 3

3

tax-free funds.  These contributions may be used to pay for qualified medical expenses. In addition, ERS implemented a new 
TexFlex Limited Spending Account for eligible dental and vision expenses for participants of the Consumer Directed HealthSelect.

During fiscal year 2016, ERS underwent a Sunset review.   This process provided insight on a variety of areas for agency 
improvement such as contracting member engagement and communication, strategic planning and program evaluation, and 
investment transparency. In refining its organizational structure and processes, ERS has also taken into consideration legislative
provisions under Senate Bill 20, House Bill 1295 and various reporting requirements in the GAA.  In FY 2016, ERS centralized all 
purchasing and contracting staff into a single division. The Office of Procurement and Contract Oversight is responsible for ensuring 
compliance with solicitation statutes, guidelines and best practices, as well as contract oversight.   ERS continues to work towards 
implementation of other Sunset staff recommendations such as a benefit advisory committee, enhanced member communication, 
and expanded opportunities for member involvement in the grievance process.

APPROPRIATIONS REQUEST FOR THE RETIREMENT PROGRAM

Texas begins funding retirement benefits as soon as a worker enters the system.  Funding of these benefits continues throughout an 
employee’s working career at a percentage of the employee’s gross salary. The normal cost of these benefits is calculated by 
determining the current rate of employer and employee contributions needed to pay for future retirement benefits, assuming that 
retirement rates and investment earnings match expectations. The current normal cost rate for the ERS employee retirement trust 
fund is 12.27%.  Beginning September 1, 2015, the state contributed 9.5%, agencies contributed 0.5%, and system members 
contributed 9.5%, for a total of 19.5%. 

The 84th Legislature made substantial improvement in the health of the retirement fund by increasing both State and members 
contributions.  Prior to that increase, the period to cover the unfunded liability was infinite.  However, to achieve an actuarially sound 
level, additional funding is still required. The projected actuarially sound contribution (ASC) rate for the ERS employee retirement 
trust fund is 20.02%. An additional 0.52% is required to fund the ERS employee retirement trust fund at the ASC rate.

Governmental Accounting Standards Board (GASB) 67 and 68, impact the way pension funds must account for and report certain 
information. These regulations require ERS to report the market value of assets rather than their actuarial value, and to use a 
blended rate of investment returns when assets do not fully cover liabilities. As a result, the unfunded liability in the State’s reported 
balance sheet is higher than the actuarial unfunded liability.  Credit raters look not only at the debt obligation of the state, but how it 
manages that debt.  The 84th Legislature sent a strong message that Texas is prepared to meet its debt obligations by the changes 
made last session to increase the state’s pension contributions. Providing funding for ERS exceptional item requests is one of the 
most economical ways for the state to address the outstanding liabilities.
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BASELINE REQUEST FOR THE RETIREMENT PROGRAM

Employee and Elected Class Retirement Trust Fund: $855 million GR ($1.3  billion All Funds)
The baseline assumes a continued state contribution of 9.5% per year. The member contribution is assumed at 9.5% 
in FY18 and 9.5% in FY19, and the agency contribution of 0.5%, instituted in FY14, is assumed to continue. This 
baseline request (total contribution rates of 19.5% for both years) exceeds the current normal cost of 12.27%; 
however, it does not cover the Actuarially Sound Contribution rate (ASC) of 20.02% and is not sufficient to amortize 
the unfunded accrued liability.

LECOS Trust Fund: $17.6 million GR ($18.0 million All Funds)

The baseline assumes a state contribution of 0.5%, a member contribution of 0.5%, and additional contribution from 
state court fees of approximately 1.2%. This baseline request (2.2%) is higher than the current normal cost of 1.77 but 
is lower than the ASC of 3.13% and is not sufficient to amortize the unfunded actuarial accrued liability of $353.1 
million over a measurable period.

Judicial Retirement System Plan 1 (JRS 1):  $49.8 million GR

JRS 1 is a closed plan for justices assuming the bench prior to September 1, 1985 and receives appropriations equal 
to current benefit payments.

Judicial Retirement System Plan 2 (JRS 2):  $15.4 million GR ($24.8 million All Funds)

The baseline assumes a state contribution of 15.663% and a member contribution of 7.5%. This baseline request is 
higher than the current normal cost of 21.40% but is lower than the ASC of 24.39% and is not sufficient to amortize the 
unfunded accrued liability of $31.4 million over a measurable period.

Financial Assistance to Survivors of Certain Law Enforcement Officers and Fire Fighters: $16.2 million GR ($22. 6 
million All Funds)

The baseline assumes benefit funding at the FY17 appropriated level.

Retiree Death Benefit: $25.6 million GR

The baseline assumes lump-sum benefit funding at the FY 17 appropriated level.
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EXCEPTIONAL ITEM REQUESTS FOR THE RETIREMENT PROGRAM

Actuarially Sound Contribution for ERS Retirement Trust: $46.8 million GR ($69.0 million All Funds)
Texas Government Code, Sec. 811.006 requires funding of an actuarially sound contribution rate (ASC). The 
projected ASC rate is 20.02%, comprised of the normal cost of 12.27% and the additional contributions needed to 
erase the unfunded liability over 31 years. The current difference between the normal cost and the ASC rate is 7.75%. 

The system first reported an unfunded liability in 2003, following years of contribution rates reduced to the 
constitutional minimum. Early retirement incentives, and two years of negative investment returns also contributed to 
the developing unfunded liability. The unfunded liability grew from $500 million as of August 31, 2003 to $8.0 billion as 
of August 31, 2015 in part due to underperforming financial markets, but also because the fund continued to not 
receive sufficient contributions to cover the normal cost and pay down the unfunded debt. Demographic and actuarial 
assumption changes resulting from increased retirement rates have also played a role in the liability calculations.  The 
81st and 83rd Legislatures (2009 and 2013) passed legislation adjusting retirement benefits that resulted in lowered 
normal costs for the plan.  With the 84th Legislature increasing both member and state contributions, the plan is now 
on a path to achieve actuarial soundness. However, additional work is required.  

Options beyond increasing contributions include one-time funding to pay off or reduce the unfunded accrued liability.
Increasing the ERS membership fee would also provide an additional funding stream that could be used to reduce 
liabilities.

Actuarially Sound Contribution for LECOS Fund: $32.7 million GR ($33.3 million All Funds)

This request provides the full ASC rate as required in Sec. 811.006 of the Texas Government Code. The current 
LECOS ASC rate is 3.13%, requiring an employer contribution of 1.43%, in addition to the member contribution of 
0.5% and the additional court fee contribution of approximately 1.2%.

Current Actuarially Sound Contribution for Judicial Retirement Plan 2: $1.2 million GR ($1.9 million All Funds)

This request provides the full ASC rate as required in Sec. 840.106 of the Texas Government Code. The current JRS2 
ASC rate is 24.39%, requiring a total employer contribution of 16.89% in addition to the member contribution of 7.50%.

Both the normal cost and the ASC rate will change based on the fiscal year end actuarial valuation of the trust funds.  Please note 
the normal costs and ASC rates are accurate as of August 31, 2015; updated numbers will be available following the audited 
financial report for FY16.
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APPROPRIATIONS REQUEST FOR THE TEXAS EMPLOYEES GROUP BENEFITS PROGRAM (HEALTH COVERAGE)

ERS continues to face significant challenges in the GBP due to rising costs associated with health care delivery nationally. Health 
care costs continue to rise faster than national income and the overall rate of inflation. The average annual health benefit cost trend 
is projected to be 8.5% from FY17 through FY19. The major factors contributing most significantly to cost increases are: general 
increases in the price and utilization of medical care services; the development of expensive new technologies and medical 
procedures; a rise in chronic diseases due in part to the aging population and the escalating obesity epidemic; and increases in both 
the cost and use of pharmaceuticals, particularly specialty drugs. While many factors associated with recent health care cost 
increases are beyond ERS’ control, we have successfully kept our administrative costs low, allowing more funding to flow into direct 
health care services. In addition to maintaining impressively low administrative costs, we were able to lower pharmaceutical 
expenses through contract negotiation.  For FY16 year to date, ERS is experiencing a trend of 13.4% compared to previous 
projections of 18%. During FY16 ERS also implemented total combined out-of-pocket maximums for health and prescription drug 
services under the HealthSelect plans.  

ERS continues to keep direct medical expenses low through careful utilization management, prepayment claims editing, participant 
cost sharing, improved coordination of benefits, and other cost management tools.  Patient Center Medical Homes (PCMH) has also 
been an effective cost containment management strategy utilized by the plan.  The PCMH model promotes a strong partnership 
between the patient and the primary care physician and has proven to be a successful delivery model, resulting in a reduction in 
health care costs for the last five years of $49.2 million.  ERS has also continued to see increased participation in both the Medicare 
Advantage PPO and HMO, with the PPO enrollment increasing from 47,325 in 2012 to 65,645 in June, 2016 while HMO enrollment 
grew from 572 participants in 2012 to 1,276 in June, 2016. For calendar year 2017, ERS is able to hold Medicare Advantage PPO 
member contribution rates constant while decreasing Medicare Advantage HMO member contribution rates.

Given the stress of health care cost trends, maintaining funding levels at baseline levels for FY16-17 will be insufficient, leading to a 
significant funding gap within the first year. During the 84th Regular Session, legislators made use of the Contingency Reserve Fund 
to fill $200 million in projected health care expenditures.  Texas Government Code, Sec. 1551.211 requires ERS to seek funding 
necessary to maintain a balance equal to 60 days of claims expenditures in the Contingency Reserve Fund.

BASELINE REQUEST FOR THE GROUP BENEFITS PROGRAM: $3. 8 billion All Funds

The baseline request, prescribed by the Legislative Budget Board, is calculated according to previous ERS funding levels not 
plan needs, and is insufficient to cover projected FY18-19 benefit costs. Funding at this level would not maintain existing plan 
benefits or structure and would require changes to benefit design. Baseline funding also does not address required 
appropriations to bring the Contingency Reserve Fund up to the statutorily level as required by Texas Government Code 
1551.211.
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EXCEPTIONAL ITEM REQUESTS FOR THE GROUP BENEFITS PROGRAM

Provide Benefits to State Employees at Existing Levels: $134.1 million GR ($198.6 million All Funds)

In addition to the baseline request, the GBP requires $198.6 million in All Funds to operate the program at a level 
sufficient to maintain existing health plan benefits and cover projected net health plan benefit cost trends of 8.5% per 
year. The request reflects an increase in funding of 4.42% for each year of the biennium and assumes expending 
$260 million ($145.5 million general state) of the contingency reserve fund.

Without funding of this exceptional item, the ERS Board will need to implement benefit design changes to reduce the 
total cost of the program over the biennium, potentially reducing benefits or shifting health care costs directly to 
employees. Since ERS benefit programs are important to maintaining a strong and responsive state workforce, 
benefit design changes could increase statewide employee turnover - increasing costs related to recruitment, 
retention and training – and negatively impact state agencies’ ability to provide needed services through employees 
such as State Troopers, Child Protective Service caseworkers, oil rig inspectors, correctional officers, and 
transportation maintenance workers.

Replenish Statutory Contingency Reserve Fund: $198.1 million GR ($293.3 million All Funds)

Texas Government Code, Sec. 1551.211 requires ERS to maintain the Contingency Reserve Fund at a balance equal 
to 60 days of claims expenditures for the upcoming biennium, and to request from the legislature such appropriation 
necessary to meet this purpose. This exceptional item request, in combination with additional funding from (a) higher 
education institutions, (b) other employers participating in the program, and (c) members who elect dependent 
coverage, is estimated to be sufficient to meet the statutory minimum requirement. 

AGENCY AUTHORITY AND POLICY ON CRIMINAL BACKGROUND CHECKS

In accordance with Texas Government Code, Chapter 411.1402, ERS may obtain criminal history record information maintained by 
the Texas Department of Public Safety (DPS), the Federal Bureau of Investigation, or another law enforcement agency for all job 
applicants, consultants, and contractors, and the agency may use the information to evaluate an applicant for employment. All ERS 
job postings will state that the agency conducts a criminal history check on the primary and secondary candidate(s) recommended 
for the position. Criminal history checks may also be conducted on current or former employees when circumstances necessitate
such checks.  Only the Executive Director or designee may approve a request for a criminal history check on current or former 
employees.  
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ERS will conduct an FBI fingerprint check on all applicants, including internal candidates, selected to fill “covered person” positions. 
Covered persons are defined in the ERS Investments Policy as all ERS Investments staff, Investment Accounting staff, the 
Investment Compliance Auditor, the Chief Operating Officer, and Executive Director.

A conviction is not an automatic cause for an adverse personnel action.  However, failure to report a conviction may result in
corrective action up to and including termination of employment. ERS will review all criminal convictions individually and in 
relationship to the position being sought.

CONCLUSION

ERS is proud of its role in supporting the dynamic Texas economic engine and mission of the state. We look forward to working with 
the 85th Legislature to determine how ERS programs can continue to best meet the needs of the state, its active and retired 
workforce, employer agencies, and Texas residents.
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Board  Members Hometowns

I. Craig Hester, Chair November 1, 2005 - August 31, 2022 Austin, Texas
Doug Danzeiser, Vice-Chair October 30, 2014 - August 31, 2019 Austin, Texas
Ilesa Daniels September 1, 2015 - August 31, 2021 Houston, Texas
Cydney Donnell June 20, 2011 - August 31, 2018 Bryan, Texas
Brian D. Ragland September 1, 2011 - August 31, 2017 Austin, Texas
Jeanie Wyatt August 2, 2016 - August 31, 2020 San Antonio, Texas

EMPLOYEES RETIREMENT SYSTEM OF TEXAS

                        Dates of Terms
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EMPLOYEES RETIREMENT SYSTEM OF TEXAS
AGENCY ORGANIZATION CHART

Total FTEs: 3 5 
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Employees Retirement System of Texas (ERS)
Organizational Chart Supplementary Information

1) BOARD OF TRUSTEES

The Board is composed of six members and is headed by the Chairperson.  It is responsible for formulating the basic policies, 
rules and regulations consistent with the purposes, policies, principles and standards stated in the statutes.  The board 
members serve as fiduciaries of all trust funds administered by the ERS.  The Executive Director and Internal Audit report to 
the Board of Trustees.

2) EXECUTIVE DIRECTOR

The Executive Director, who manages a staff of nine, is appointed by the Board of Trustees.  The Executive Director advises 
and recommends to the board what will be needed to transact the business of the ERS.  The Executive Director is 
responsible for the preparation of an annual operating budget indicating the amount needed to pay the retirement system’s 
expenses for the following fiscal year. This budget is submitted to the board for review and adoption.  Governmental Affairs,
Investments, Benefit Contracts and two Deputy Executive Directors report to the Executive Director.

3) INTERNAL AUDIT

The Director of Internal Audit directs a staff of four.  Internal Audit provides independent, objective assurance and advisory 
services to the agency.  

4) DEPUTY EXECUTIVE DIRECTOR

The Deputy Executive Director, who directs a staff of eight, is responsible for the daily operations of the ERS.  Finance, 
Customer Benefits, Human Resources, Information Systems, Benefits Communications, Operations Support and the 
Enterprise Planning Office staff report to the Deputy Executive Director.
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5) DEPUTY EXECUTIVE DIRECTOR & GENERAL COUNSEL

The Deputy Executive Director & General Counsel directs a staff of 17.  The Deputy Executive Director & General Counsel 
oversee and is responsible for the Office of the General Counsel which advises the Board of Trustees, the Executive Director 
and Division Directors regarding all legal matters affecting ERS and the programs it administers.  Office of the General 
Counsel staff represents ERS and the Board of Trustees in administrative appeals related to members’ and retirees’ claims 
for insurance benefits and disability retirement. The Office of Procurement & Contract Oversight Director also reports to the 
Deputy Executive Director & General Counsel.

6) OFFICE OF PROCUREMENT AND CONTRACT OVERSIGHT

The Procurement and Contract Oversight Director directs a staff of eight.  The Office of Procurement and Contract Oversight 
works closely with the other divisions to develop procurement documents, oversee the procurement process and help ensure 
best value in the procurement process. 

7) GOVERNMENTAL AFFAIRS 

The Director of Governmental Affairs manages a staff of four.  Governmental Affairs serves as the key contact and liaison for 
requests and inquiries from the Governor’s office, Legislature and legislative agencies.  It monitors and reports on ERS 
related legislation, legislative studies, and studies or reports conducted by other state agencies.

8) INVESTMENTS

The Chief Investments Officer directs a staff of 72.  The Investments Division supports retirement security by maintaining a 
professional and diversified investment program.  It is responsible for managing fund assets including research and portfolio 
management of fixed income, public equity and alternative investments such as private equity, private real estate and hedge 
funds.
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9) BENEFIT CONTRACTS

The Director of Benefit Contracts directs a staff of 15.  The Benefit Contracts division is responsible for the administration of 
contracts with vendors to sustain competitive group benefits programs to ERS customers.  The group benefits program 
includes HealthSelect and HMOs, a pharmacy benefit manager, dental insurance, and short-term and long-term disability.  
The Division also oversees the flexible benefits and deferred compensation programs.

10) BENEFIT COMMUNICATIONS

The Director of Benefits Communications manages a staff of 10.  The Division coordinates communication campaigns to 
engage stakeholders for informed decision-making.  The Division manages communications with ERS members and 
participants including employees, retirees and human resources staff of the employers served by ERS. Writers, graphic 
designers, trainers and speakers educate these audiences through print publications, the ERS website, face-to-face 
presentations, webcasts and benefit fairs.

11) ENTERPRISE PLANNING OFFICE

The Director of the Enterprise Planning Office directs a staff of nine.  The Enterprise Planning Office is responsible for
supporting enterprise-wide strategic and operational planning activities, risk management, and execution of agency 
management policies.

12) HUMAN RESOURCES

The Human Resources Director directs a staff of three. The Human Resources Division is responsible for administering the 
personnel program for ERS.  

13) FINANCE

The Chief Financial Officer directs a staff of 35.  The Finance division enhances agency performance and accountability by 
performing the accounting, financial reporting and budgeting functions for the agency.  The division includes Budget, General 
Accounting, Client Reconciliation, Purchasing, Investment Accounting and Revenue Processing. 
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14) CUSTOMER BENEFITS

The Director of Customer Benefits directs a staff of 89.  The Customer Benefits division provides customer service to 
members through the contact center and counseling and responds to benefit related inquiries from ERS customers.  Division 
staff calculates and pays annuity and survivor benefits, and processes insurance transactions.

15) INFORMATION SYSTEMS

The Chief Information Officer directs a staff of 66.  The Information Systems division is responsible for the development and 
operation of all automated systems in support of the agency’s mission. It supports baseline operations and strategic 
initiatives by providing information security, business analysis, project management, development and quality control 
services.  The division also provides production control of automated systems.

16) OPERATIONS SUPPORT

The Operations Support Director directs a staff of 15.  The Operations Support division provides support services such as 
records management, printing, mail and building maintenance.
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3.A.1. PROGRAM-LEVEL REQUEST SCHEDULE
85th Regular Session, Agency Submission, Version 1

3.A.1.  Page 1 of 1

Goal Goal Name Strategy Strategy Name Program Program Name $ %

A
To Administer Comprehensive and Actuarially 
Sound Retirement Programs A.1.1

Provide an Actuarially Sound Level of 
Funding As Defined by State Law A.1.1 ERS - Retirement $1,262,083,113 $631,121,279 $631,121,279 $1,262,242,558 $159,445 0.0%

A.1.2 LECOS Retirement Program A.1.2 LECOS - Retirement $17,557,211 $8,962,076 $8,962,076 $17,924,152 $366,941 2.1%

A.1.3
Maintain Retirement Program for State 
Judicial Officers A.1.3 JRS - Plan 2 $24,786,272 $12,393,136 $12,393,136 $24,786,272 $0 0.0%

A.1.4
Provide for the Payment of JRS-1 Benefits as 
Required by Law A.1.4 JRS - Plan 1 $50,522,831 $24,876,724 $24,876,724 $49,753,448 ($769,383) -1.5%

A.1.5
Provide Death Benefits to Beneficiaries of 
Public Safety Workers A.1.5 Public Safety Benefits $28,876,292 $11,286,308 $11,286,308 $22,572,616 ($6,303,676) -21.8%

A.1.6
Provide Lump-sum Retiree Death Benefits. 
Estimated. A.1.6 Retiree Death Benefits $25,560,000 $12,780,000 $12,780,000 $25,560,000 $0 0.0%

Exceptional Item A.1.1
Provide an Actuarially Sound Level of 
Funding As Defined by State Law A.1.1 E.I. #1 - ERS - Retirement $0 $34,522,201 $34,522,201 $69,044,402 $69,044,402

Exceptional Item A.1.2 LECOS Retirement Program A.1.2 E.I. #2 - LECOS - Retirement $0 $16,669,461 $16,669,461 $33,338,922 $33,338,922

Exceptional Item A.1.3
Maintain Retirement Program for State 
Judicial Officers A.1.3 E.I. #3 - JRS - Plan 2 $0 $970,847 $970,847 $1,941,694 $1,941,694

B
Provide Employees & Retirees with Quality 
Health Program B.2.1

Provide Basic Insurance Program to General 
State Employees. Estimated. B.2.1 Group Benefits Program $3,635,204,432 $1,916,312,853 $1,916,312,853 $3,832,625,706 $197,421,274 5.4%

Exceptional Item B.2.1
Provide Basic Insurance Program to General 
State Employees. Estimated. B.2.1 E.I. #4 - Group Benefits Progr $0 $54,327,254 $144,257,389 $198,584,643 $198,584,643

Exceptional Item B.2.1
Provide Basic Insurance Program to General 
State Employees. Estimated. B.2.1

E.I. #5 - Group Benefit 
Program 60 Day Reserve 
Fund $0 $93,527,758 $199,812,704 $293,340,462 $293,340,462

Biennial Total
 18-19

Biennial Difference

Agency Code:  327 Agency:  Employees Retirement System

Date:  August 26, 2016 16-17
Base

Requested
2018

Requested
 2019

Prepared By:  Machelle Pharr
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2 I-35 Performance Measure Targets. The following is a listing of the key performance target levels for the Employees 
Retirement System. It is the intent of the Legislature that appropriations made by this Act be utilized in the most 
efficient and effective manner possible to achieve the intended mission of the Employees Retirement System. In 
order to achieve the objectives and service standards established by this Act, the Employees Retirement System 
shall make every effort to attain the following designated key performance target levels associated with each item 
of appropriation.

Performance Measure Targets 2016 2018            2017 2019
A. Goal: ADMINISTER RETIREMENT PROGRAM
     Outcome (Results/Impact):
     Percent of ERS Retirees Expressing Satisfaction with
        Benefit Services            97% 97%
     ERS Retirement Fund Investment Expense as Basis Points
        of Net Assets 17.0     16.00         18.0 16.00
A.1.1. Strategy: RETIREMENT CONTRIBUTIONS
        Output (Volume):
        Number of ERS Accounts Maintained 237,000 264,000      239,000 268,500

B. Goal: PROVIDE HEALTH PROGRAM
     Outcome (Results/Impact):
     Percent of HealthSelect Participants Satisfied
        with Network Services 85.5% 85.50%           85.5% 85.50%
          B.1.1. Strategy: GROUP INSURANCE
          Efficiencies:
          Percent of Claims Processed within 22 Days 99% 99%
          Total Cost Paid per HealthSelect Member for
             Administration and Claims Processing $ 17.78 $ 17.78
          HealthSelect Administration Fees as Percentage     

of Total HealthSelect Costs 3%     3%

Justification for change:  Updated years and specific information. Reflects new key measure and the removal of 
deleted measures.

4 I-35 State Contribution to Employees Retirement Program.  The amount specified above in A.1.1, Retirement 
Contributions, is based on a state contribution of 9.5 percent of payroll for each fiscal year of the 2016-17 2018-19
biennium, including annual membership fees of $3 for contributing rate which results in a 30-year amortization 
period of the Retirement System.
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Justification for change:  Updated years.
5 I-35 State Contribution to Judicial Retirement Program (JRS-2). The amount specified above in A.1.3, Judicial 

Retirement System - Plan 2, is based on a state contribution of 15.663 percent of payroll for each fiscal year of the 
2016-17 2018-19 biennium for contributing members.

Justification for change:  Updated years.
6 I-35 & I-36 State Contribution to Group Insurance for General State Employees. Funds identified above for group 

insurance are intended to fund:

a. the total cost of the basic life and health coverage for all active and retired employees;
b. fifty percent of the total cost of health coverage for the spouses and dependent children of all

active and retired employees who enroll in coverage categories which include a spouse and/or
dependent children; and

c. the incentive program to waive participation in the Group Benefits Plan (Opt-Out).
In no event shall the total amount of state contributions allocated to fund coverage in an optional
health plan exceed the actuarially determined total amount of state contributions that would be
required to fund basic health coverage for those active employees and retirees who have elected to
participate in that optional health plan.

During each fiscal year, the state's monthly contribution shall be determined by multiplying (1) the per capita 
monthly contribution as certified herein by (2) the total number of full-time active and retired employees, subject to 
any adjustment required by statute, enrolled for coverage during that month.

For each employee or retiree that waives participation in the Group Benefit Plan and enrolls in allowable optional 
coverage, the Employees Retirement System shall receive $60 per month in lieu of the "employee-only" state 
contribution amount, and such amounts are included above in Strategy B.1.1, Group Insurance. The waived 
participant may apply up to $60 per month towards the cost of the allowable optional coverage.

Each year, upon adoption of group insurance rates by the Board of Trustees, Employees Retirement System must 
notify the Comptroller, the Legislative Budget Board, and the Governor of the per capita monthly contribution 
required in accordance with this rider for each full-time active and retired employee enrolled for coverage during 
the fiscal year.

It is the intent of the Legislature that the Employees Retirement System control the cost of the group insurance 
program by not providing rate increases to health care providers participating in HealthSelect during the 2016-17
2018-19 biennium.

Justification for change:  Updated years.
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10 I-36 Appropriations for the Deferred Compensation Trust Fund and the TexaSaver Trust Fund. All money 
deposited into the Deferred Compensation Trust Fund, Employees Retirement System No. 0945 and the 
TexaSaver Trust Fund No. 0946 pursuant to §609.512 Government Code are hereby appropriated to the system 
for the 2016-17 2018-19 biennium for the purposes authorized by law.

Justification for change:  Updated years.
11 I-36 Tobacco User Monthly Premium Fee. The Employees Retirement System, pursuant to the provisions of 

Government Code §1551.3075, shall automatically apply a $30 monthly tobacco user fee to any individual aged 
18 or older covered under the state health plan unless the individual, during the individual’s enrollment period, 
certifies that the individual does not use tobacco. The Comptroller of Public Accounts shall deposit revenue from 
the fee (estimated to be $14,724,785 $14,250,764 in fiscal year 2016 2018 and $14,724,785 $14,250,764 in 
fiscal year 2017 2019) into the Employees Life, Accident, Health Insurance and Benefits Trust Account.

Justification for change: Amounts were adjusted to reflect estimated decrease and years were updated.
12 I-36 State Contribution to the Law Enforcement and Custodial Officer Supplemental Retirement Fund (LECOS). 

The amount specified above in A.1.2 Law Enforcement and Custodial Officer Supplemental Retirement Fund 
(LECOS), is based on 0.5 percent of covered payroll each fiscal year of the 2016-17 2018-19 biennium for LECOS 
members.

Justification for change:  Updated years.
13 I-36 & I-37 HealthSelect of Texas Contract.  Out of funds appropriated elsewhere in this Act to the

Employees Retirement System for the Group Insurance, in addition to complying with all
recommendations made by the State Auditor's Office in the November 2014 report (Report No. 15-007) to the 
Employees Retirement System to improve the planning, procurement, formation,
and oversight of the HealthSelect third-party administrator contract, the agency shall, consistent
with the agency's fiduciary duties:

a. No later than 90 days after implementation of the HealthSelect third-party administrator
contract, submit a report to the Legislative Budget Board, State Auditor's Office, the
Office of the Attorney General, and the Comptroller demonstrating compliance with the
contract management guide for the HealthSelect of Texas contract, unless the terms of the
contract are stricter than the essential contract terms of the contract management guide.

b. Prior to issuing a request for proposals for HealthSelect third-party administrators, the
agency shall develop and submit a report to the Legislative Budget Board and the State
Auditor's Office that includes all planning documentation verifying that the request for
proposals will comply with the statutory requirements and Employees Retirement System
policies. The report shall also include documentation of the established evaluation process
including a scoring tool, guidelines for evaluators, methodology for evaluating additional
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         factors, and a process for verifying the mathematical accuracy of the evaluation. The
         report shall also include an explanation as to why any recommendations included in the
         audit were not complied with during the contract planning process.

c. No later than 45 days after awarding the HealthSelect third-party administrator contract,
submit an updated report to the Legislative Budget Board and the State Auditor's Office,
certifying that all processes described in subsection (b) above were followed during the
contract procurement and evaluation process.

d. No later than 90 days after implementation of the HealthSelect third-party administrator
contract procured under this rider and every 6 months after, the agency shall submit to the

Legislative Budget Board and the State Auditor's Office and make available to the public,
information documenting the System's process for recording reimbursement payments as
well as a methodology for monitoring the contract with the third-party administrator to
ensure compliance with the contract terms. The agency shall include information on any
performance guarantee changes through contract amendments.

If the Employees Retirement System issues a request for proposals for the HealthSelect contract
prior to September 1, 2015, the agency shall submit all of the materials required under subsection
(b) no later than October 1, 2015.

Justification for deletion: RFP was awarded in FY16 in compliance with the rider.  ERS will comply with 
remainder of the rider in 2017.

14 I-37 Diabetes Type 2 Prevention Program for ERS Participants. Out of funds appropriated above,
the Employees Retirement System of Texas (ERS), shall, in consultation with the Texas Diabetes
Council (TDC), assess the prevalence of pre-diabetes among the state employee population, and
develop an economic analysis related to providing an evidence-based prevention program. If the
economic analysis and prevalence data support it, ERS shall, in consultation with TDC and the
ERS third-party administrator, develop and implement a cost-effective diabetes Type 2 prevention
program for state employees. The result of this analysis and action taken by ERS will be included
in a report to the Legislature and Governor on this program by August 31, 2016.

Justification for deletion: Analysis for prevention program completed and report will be submitted by the due 
date.
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Sec. 17.04 IX-77 Payroll Contribution for Group Health Insurance.
a. Notwithstanding any other provision of this Act, out of appropriations made elsewhere in this Act to state

agencies and institutions of higher education for the state fiscal biennium beginning September 1, 2015
2017, each agency and institution of higher education shall contribute, in an amount equal to 1.0 percent of
the total base wages and salaries for each benefits eligible employee of a state agency or institution of
higher education during the state fiscal biennium beginning September 1, 2015 2017 to the Employees
Retirement System's Group Benefits Program.

b. For purposes of this section "institution of higher education" does not include components within the
University of Texas and Texas A&M Systems.

c. State agencies and institutions of higher education shall contribute pursuant to this section to the Employees
Retirement System to increase state funding for group health coverage by the value of the 1.0 percent
contribution, estimated to be $119,500,000 $130,927,639 for state agencies and $74,500,000 $78,623,640
for institutions of higher education for the 2016-17 2018-19 biennium.

d. The calculation of base salary for purposes of the reductions made under this section excludes longevity
pay, hazardous duty pay, benefit replacement pay, overtime pay, and other payments that are not part of
the base salary of the employee.

e. Transfers made under this section shall be consistent with provisions requiring salaries and benefits to be
proportional to the source of funds.

f. The Texas Higher Education Coordinating Board shall administer the requirements of this section for public
community/junior colleges.

g. The Comptroller of Public Accounts shall promulgate rules and regulations as necessary to administer this
section.

Justification for change: Amounts were adjusted to reflect estimated increase and years were updated.
Sec. 17.08 IX-79 Sec. 17.08. Additional Payroll Contribution for Retirement Contribution.

     (a) Notwithstanding any other provision of this Act, out of appropriations made elsewhere in this
           Act to state agencies for the state fiscal biennium beginning September 1, 2015 2017, each agency
           shall contribute, in an amount equal to 0.5 percent of the total base wages and salaries for each
           eligible employee of a state agency during the state fiscal biennium beginning September 1,
           2015 2017 to the Employees Retirement System's Retirement Program.
     (b) State agencies shall contribute pursuant to this section to the Employees Retirement System to
            increase the state contribution for retirement by the value of the 0.5 percent contribution,
            estimated to be $58,800,000 $68,852,008 for state agencies for the 2016-17 2018-19 biennium.
     (c) The calculation of base salary for purposes of the reductions made under this section excludes
           longevity pay, hazardous duty pay, benefit replacement pay, overtime pay, and other payments
           that are not part of the base salary of the employee.
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     (d) Transfers made under this section shall be consistent with provisions requiring salaries and
            benefits to be proportional to the source of funds.
     (e) The Comptroller of Public Accounts shall promulgate rules and regulations as necessary to
           administer this section.

Justification for change: Amounts were adjusted to reflect estimated increase and years were updated.
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6.H. Page 1 of 4

ESTIMATED GRAND TOTAL OF AGENCY FUNDS OUTSIDE THE 2018-19 GAA BILL PATTERN 42,152,966,823$

Retirement Trust Fund (0955)

Beginning Balance in FY 2016 23,998,481,161$
Estimated Revenues FY 2016 2,618,166,139$
Estimated Revenues FY 2017 3,328,125,182$

FY 2016-17 Total 29,944,772,482$

Estimated Beginning Balance in FY 2018 25,400,980,594$
Estimated Revenues FY 2018 3,518,611,030$
Estimated Revenues FY 2019 3,724,335,746$

FY 2018-19 Total 32,643,927,369$

Constitutional or Statutory Creation and Use of Funds:

Method of Calculation and Revenue Assumptions:

Employees Retirement System of Texas
6.H. Estimated Total of All Agency Funds Outside the GAA Bill Pattern

The ERS Retirement Trust Fund is created by Government Code, Section 815.310.  Funds in the account are used to pay retirement annuities and to operate the retirement system.

Revenues to the trust fund include member contributions, state contributions, investment income, and other revenues. Investment income can vary widely from year to year.  State contributions 
are dependent upon legislative action. For this document, other revenue is assumed to remain constant at the FY 2017 level for FY 2018-19. Investment Income is calculated using the 8% return 
assumption used in the ERS actuarial valuation report for August 31, 2015.  State contributions are estimated at the LAR Base Level of 9.50%. No payroll growth is assumed for FY 2018-19.
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 Insurance Fund (0973)

Beginning Balance in FY 2016 440,466,045$
Estimated Revenues FY 2016 3,419,129,324$
Estimated Revenues FY 2017 3,657,520,345$

FY 2016-17 Total 7,517,115,714$

Estimated Beginning Balance in FY 2018 560,000,000$
Estimated Revenues FY 2018 3,657,520,345$
Estimated Revenues FY 2019 3,657,520,345$

FY 2018-19 Total 7,875,040,690$

Constitutional or Statutory Creation and Use of Funds:

Method of Calculation and Revenue Assumptions:

Employees Retirement System of Texas
6.H. Estimated Total of All Agency Funds Outside the GAA Bill Pattern

The Insurance Fund is created by Insurance Code, Section 1551.401.  Funds in the account are used for all payments of any coverages provided for under the Group Benefits Program and for 
payment of expenses of administering the program.

Revenues to the trust fund include member contributions, state contributions, investment income, and other revenues.   It is assumed that contributions from the state and the members  for FY 
2018 will be at the FY 2017 levels with no increase in enrollment. 
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 LECOS Trust Fund (0977)

Beginning Balance in FY 2016 844,145,332$
Estimated Revenues FY 2016 82,515,901$
Estimated Revenues FY 2017 70,433,213$

FY 2016-17 Total 997,094,446$

Estimated Beginning Balance in FY 2018 873,057,861$
Estimated Revenues FY 2018 115,379,269$
Estimated Revenues FY 2019 122,481,840$

FY 2018-19 Total 1,110,918,969$

Constitutional or Statutory Creation and Use of Funds:

Method of Calculation and Revenue Assumptions:

Employees Retirement System of Texas
6.H. Estimated Total of All Agency Funds Outside the GAA Bill Pattern

The LECOS Trust Fund is created by Government Code, Section 815.317.  Funds in the account are used to pay law enforcement and custodial officer supplemental retirement and death 
benefits to law enforcement and custodial officers and to pay for the administration of the fund.

Revenues to the trust fund include member contributions, state contributions, investment income, and other revenues.  Investment income can vary widely from year to year.  It is assumed that 
contributions from the state for FY 2018  and FY 2019 will be established at the current level of 0.50%.  Investment income is calculated using the 8% return assumption used in the ERS 
actuarial valuation report for August 31, 2015.  Payroll is assumed to remain at the FY 2017 level with no payroll growth for FY 2018-19.
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 JRS II Trust Fund (0993)

Beginning Balance in FY 2016 364,510,248$
Estimated Revenues FY 2016 38,247,679$
Estimated Revenues FY 2017 49,452,422$

FY 2016-17 Total 452,210,349$

Estimated Beginning Balance in FY 2018 412,420,217$
Estimated Revenues FY 2018 53,268,894$
Estimated Revenues FY 2019 57,390,684$

FY 2018-19 Total 523,079,795$

Constitutional or Statutory Creation and Use of Funds:

Method of Calculation and Revenue Assumptions:

Employees Retirement System of Texas
6.H. Estimated Total of All Agency Funds Outside the GAA Bill Pattern

The JRS II Trust Fund is created by Government Code, Section 840.305.  Funds in the account are used to pay judicial retirement benefits and administrative expenses.

Revenues to the trust fund include member contributions, state contributions, investment income, and other revenues.  Investment income can vary widely from year to year.  State contributions 
are dependent upon legislative action.  Investment income is calculated using the 8% return assumption used in the ERS actuarial valuation report for August 31, 2015.  State contributions are 
estimated at the LAR baseline request level of 15.663%.  Payroll is assumed to remain at the FY 2017 level with no payroll growth for FY 2018-19.










