May 17,2019

TEACHER RETIREMENT SYSTEM

Board of Trustees Report

The Teacher Retirement System Board of Trustees held its bimonthly meeting on May
15, 2019. The TRS net position in April increased to $78,436,351,835. The Board heard
a legislative update, adopted a maximum percentage increase for salary for FY 2020,
reviewed the June 30, 2018, Actuarial Valuation Results, made a recommendation on the
USG liability, adopted FY 2021 Employee and Employer contribution rates, elected board
officers and made committee assignments for FY 2020.

Financial Statements

The TRS net position in March 2018 was $74,819,914,295.
The TRS net position in March 2019 was $76,582,428,053.
The TRS net position in April 2018 was $74,804,621,213.
The TRS net position in April 2019 was $78,436,351,835.
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Membership Status

In April, there were 274,971 members in active status with 233,580 actively contributing.

In May, 115,585 service retirees received an average monthly benefit of $3,328.




Legislative Update

Non-Fiscal Bills

HB 109, by substitute by Rep. Benton, HB 109 proposes the following for incoming
educators who become TRS members after July 1, 2019:

e Changing the calculation in determining “average final compensation” to the five
highest consecutive years of an educator’s salary. For current members, the
calculation is based on the two highest years of salary.

e Lowers the maximum earnable compensation that can be used in the
determination of retirement benefits to $200,000 with an escalator for inflation.
The limit for current TRS members is $280,000.

e Set a new range of 5-8.5 percent for mandatory employee contributions to TRS.
The percentage would be determined annually by the TRS board and would reflect
“needs of the fiscal state of the retirement system.” The employee contribution
range for current members is 5-6 percent.

e Implements a "rule of 85," meaning that years of experience and age must total 85
years in order to retire.

e Eliminate the opportunity for educators to use unused sick leave toward retirement
credit.

e Eliminate the right for teachers to retire in advance of the start of the school year
when they achieve their 30 years of service by Dec. 31 of that school year.

e Limit the salary increases used to determine TRS benefits from the highest five
years of compensation to the highest two years of compensation.

HB 109 has been recommitted to House Retirement by the House Rules Committee.

HB 196, by Rep. Benton, would require new and existing trustees on the boards of TRS
and other public employee benefit plans to undergo regular fiduciary and governance
training. The bill passed both the House and Senate and was signed by the governor on
May 7, 2019, effective July 1, 2019.

SB 117, by Sen. Ellis Black (R-Valdosta), would require that any future law that allows
individuals to obtain credit in a public retirement system pass along the full actuarial
costs of obtaining the credit to the participant in the plan. The bill was passed by the
Senate, amended by the House, and sent back to the Senate pending action in the 2020
legislative session.

SB 175, by Sen. Black, would require school districts employing retirees at 49 percent to
pay into TRS both the employee and employer contributions. During the committee
process, RESAs and substitute teacher positions were removed from the bill. The bill
passed the Senate and is currently in the House Retirement committee.

Fiscal Bills

HB 292, by Rep. Tommy Benton (R-Jefferson), would eliminate a remittance required of
the University System of Georgia (USG) to TRS for USG employees who choose to
participate in TRS. Read more about the non-payment of the currently-required
remittance HERE. When presenting the bill during a recent committee hearing, Chairman
Benton clarified that HB 292 is intended to trigger an actuarial study “to find out what the
true numbers are and find out if any money is owed.” This bill has been referred for
actuarial study.

HB 320, by Rep. Dave Belton (R-Buckhead), contains the same policy change as HB
336, except limiting districts to hiring retired educators full-time in science, technology,
engineering, arts, and math (STEAM) positions. This bill has been referred for actuarial



study.

HB 336, by Rep. Shaw Blackmon (R-Bonaire), would allow retired educators to return to
work full time. These educators would continue to draw their current retirement benefits
while also receiving a full-time salary. The school district or educator would be
responsible for paying the employee’s share of retirement contributions for the full-time
position. However, the employee would not receive an increased TRS benefit for return
to work. This bill has been referred for actuarial study.

HB 390, by Rep. Benton, would allow educators with international teaching service at an
accredited school to purchase up to 24 months of TRS credit at full actuarial value. This
bill has been referred for actuarial study.

HB 662. by Rep. Tommy Benton (R-Jackson), would also require that the assumed rate
of return for TRS not exceed 6.75 percent. This bill has been referred for actuarial study.

HB 667, by Rep. Chuck Martin (R-Alpharetta), would make several significant changes to
TRS. First, the bill would require more frequent updates of TRS actuarial tables,
mandating a review every three years, instead of five. Second, the bill would prohibit the
annual assumed rate of return set by the TRS Board of Trustees from exceeding 6
percent. The current assumed rate is 7.5 percent. Third, the bill would require that any
unfunded liability after 2020 be amortized over 15 years rather than the current
amortization schedule of 30 years. This bill has been referred for actuarial study.

SB 129, by Sen. Chuck Hufstetler (R-Rome), would allow an employee of Georgia
Regents that chose to participate in the Regents Retirement Plan instead of TRS to
revoke that decision at-will. The bill would also allow any employees who have made an
irrevocable election to participate in the Regents Retirement Plan to elect to join TRS.
Since Hufstetler was absent from the meeting, the committee expressed concern with
moving the bill forward for actuarial study without an explanation from the author. Did not
make it out of Senate Retirement.

SB 260, by Senate Retirement Committee Chair Ellis Black (R-Valdosta), would require
actuarial investigations every three years instead of every five years, caps the assumed
rate of return at 6% instead of the current 7.5% and would tie COLAs to the Consumer
Price Index(CPl) instead of providing 1.5% COLAs twice a year. This bill has been
referred for actuarial study.

Maximum Percentage Increase for Two-Year Average Salary for Fiscal
Year 2020

Georgia law limits the amount of salary increase in two consecutive years that can be
used to calculate retirement benefits. For FY20 the board adopted the following
percentage increases:

e Employees of the Board of Regents 4.50 percent

o All others: 4.26 percent

Review of June 30, 2018, Actuarial Valuation Results

Actuarial firm Cavanaugh Macdonald presented the results of the June 30, 2018,
actuarial valuation. Based on the results of the report the board voted to move from an
interest rate smoothing method to a more conventional constant assured rate of return.
The board will lower the discount rate from 7.5 percent to 7.25 percent (4.75 percent real
rate of return plus 2.5 percent inflation rate).

USG-ORP Subcommittee Recommendation



The USG-ORP subcommittee recommended sending a bill to University System of
Georgia(USG) for 180 million dollars for FY19 and FY20 to meet their statutory
requirements under O.C.G.A § 47-21-5. The board did not pass this resolution. The
Attorney General’s office issued an unofficial opinion that the board is no longer able to
bill USG for FY19 and FY20. The board did take steps to correct the issue in FY21 by
adopting Employer and Employee Contribution Rates that take into account the debt
owed to TRS.

Adoption of FY 2021 Employer and Employee Contribution Rates

Based on the recommendation of the June 30, 2018, Actuarial Valuation Results the
board voted to set FY 2021 Employer Contribution rate at 19.06 percent. The employee
contribution rate remains at its statutorily determined rate of 6 percent. The contribution
rate for members of the Board of Regents Optional Retirement Plan (ORP) will be 11.81
percent. This rate addresses the USG-ORP payment issue created when the board
determined they were not meeting their statutory requirements by failing to submit a bill
to USG.

Board Elections for FY 2020

e Chair — Alvin Wilbanks

e Vice Chair- Thomas Norwood

¢ Investment Committee members- Jason Branch, Thomas Norwood, Deborah
Simonds, Greg Griffin, William Sloan, Alvin Wilbanks
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