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SUMMARY

No one quibbles with the essential nature of firefighters’ jobs. Thus, to
question the need for the Office of Fire Fighters’ Pension Commissioner
(Office) is not an attack on firefighters or on their pensions established under
the Texas Local Fire Fighters’ Retirement Act (TLFFRA). The question is
instead an acknowledgment that times have changed for these systems, both
in terms of State financial support the systems no longer receive and their
own strengthened ability to fend for themselves. The question of the need
for the Office also enables consideration of the appropriate State role in what
amounts to special treatment for this one class of firefighter pension systems
out of all local pension systems and, in fact, out of all local firefighter systems

not under TLFFRA.

Established in 1937, the Office had the sole mission of
providing both financial and administrative assistance to local
firefighter pension systems for paid and volunteer departments
under TLFFRA. In 1977, the Legislature provided for the
Commissioner to administer a pension system for volunteer
firefighters and emergency services personnel under what is

Many Office activities are
an anachronism from when
the Commissioner oversaw
the spending of State funds.

now known as the Texas Emergency Services Retirement

System (TESRS).

The Office’s role in TLFFRA has diminished over time due to legislative
changes and the growing independence of these systems. When the State
stopped providing financial assistance to these systems in 1988, it removed
the primary reason for Commissioner oversight. Many of the activities that
remain are essentially an anachronism from the time when the Commissioner’s
oversight ensured the proper spending of State funds and compliance with
state law. Other activities reflect a unique benefit for these local systems that
is increasingly difficult to justify given the ability of TLFFRA systems either
to operate successfully on their own or to pursue other suitable alternatives
to their current pension systems. In addition, with 121 systems representing
both paid and volunteer departments under TLFFRA, the Commissioner
works with only a subset of the overall fire service in Texas.!

Clearly these TLFFRA systems still find value in having a Commissioner
that represents their interests before the Legislature and that assists these
systems in administering their local funds. Understandably, many will want
to keep the Office. Sunset staft recognizes the value they place on having a
single point of contact on pension matters, but ultimately could not justify
the continuing need for the Commissioner’s functions under TLFFRA. The
systems and the firefighters’ pensions themselves would not, however, be

significantly affected by the change.

As a statewide pension fund for some 214 local volunteer fire and emergency
services departments, TESRS is distinct from the locally-operated TLFFRA
systems. TESRS has its own Governor-appointed Board of Trustees
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responsible for managing the TESRS Fund and benefits, while the Commissioner administers the
system. The unique structure of having two Governor-appointed entities complicates accountability
for oversight and administration of the Fund. TESRS needs to operate in the mode of other statewide
funds, with its own administrator and staff, rather than relying on a separately appointed Commissioner.

'The Sunset staff also found that the pension structure for TESRS creates the potential for greater
liabilities to the State, justifying the need for more detailed financial information and audits of the
system’s actuarial data. Additional changes are targeted to improve the agency’s contracting activities.
The following material summarizes Sunset staff’s recommendations on the Office of Fire Fighters’
Pension Commissioner.

Issues and Recommendations

Issue 1

While the State Needs a Pension System for Volunteer Emergency Services
Personnel, the Office of Fire Fighters’ Pension Commissioner Is Not Necessary.

Services provided by volunteer and paid fire departments are essential. However, state assistance for
pension systems under the Texas Local Fire Fighters’ Retirement Act (TLFFRA) is no longer needed.
The Office’s limited monitoring and assistance functions, such as reviewing benefits and providing
technical assistance, are but vestiges of the Commissioner’s original responsibilities to provide
State funding to local TLFFRA systems and ensure proper use of these funds and compliance with
statute. What remains at the Office is a mix of activities of questionable need — reviewing pension
plan information that is more appropriate for the Pension Review Board’s oversight for financial and
actuarial soundness; reviewing benefits by these systems that is much the same as checking their math;
deciding benefit appeals that already occur at the State Office of Administrative Hearings; issuing legal
interpretations that do not have the force of law; and providing these firefighter systems educational
seminars that, while beneficial, could be provided in other ways. Further, the TLFFRA statute provides
a framework for these systems that offers safeguards for their long-term operation. Paid systems have
grown self-sustainable while volunteer systems have other options such as transferring to the Texas
Emergency Services Retirement System (TESRS).

'The State continues to need TESRS, but a separate Governor-appointed Commissioner is not needed
to administer that system. Unlike TESRS, most Texas statewide pension systems hire an executive
director and do not have two Governor-appointed oversight entities, a cumbersome arrangement that
lacks a clear accountability structure. In addition, the Commissioner’s position is not needed to decide
TESRS benefit appeals since the state Board of Trustees already has final authority over appeals. Last,
the review concluded that TESRS justifies the need for continuing Sunset review.

Key Recommendations

e Abolish the Commissioner’s position and make TESRS subject to Sunset review every 12 years.

e Eliminate the Office’s authority to collect reports from TLFFRA pension systems and its authority
to conduct seminars or workshops.

e Eliminate the Commissioner’s authority to hear TLFFRA and TESRS appeals on benefit decisions,

and direct the Office to cease issuing legal interpretations.

Office of Fire Fighters’ Pension Commissioner Staff Report
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Issue 2

The Texas Emergency Services Retirement System Lacks Transparency and
Oversight Needed to Minimize the State’s Financial Risk.

'The Texas Emergency Services Retirement System (TESRS) provides pension benefits for volunteer
firefighters and emergency services personnel paid for by the local governments sponsoring these
entities. However, the system relies on the State to fund most administrative costs and to cover
investment losses, posing the risk of significant ongoing State financial obligations. Since 2002, the
State has paid $12.8 million in TESRS Fund contributions and administrative costs mostly to cover
investment losses.

'The unique structure of TESRS warrants greater oversight, verification, and reporting on the Fund
to ensure the Legislature has accurate and timely information needed to make funding decisions.
'The Board has significant flexibility to structure the pension in ways that can potentially result in
increased costs to the state budget. Because statute requires the State to make a contribution when
the system cannot cover future unfunded costs and allows the Board to assume ongoing maximum
State contributions into the future, the Board does not have an incentive to reduce the State’s financial
risk. Also, TESRS statute does not require the system to perform audits of its actuarial valuations or
assumptions on a regular basis, though other Texas statewide pension systems have this requirement.

Key Recommendations

e Require the Board to provide the Legislature with a range of options for meeting the State’s
contribution requirement should the Fund experience significant losses or increased liabilities.

e Require the TESRS actuarial valuation to include detailed information on the impact of assuming
both a full State contribution and no State contribution.

e Require the Board to regularly conduct actuarial audits and experience studies to ensure accurate
pension assumptions and valuations.

Issue 3
The Office Lacks a Consistent Approach to Contract Management and Oversight.

In reviewing the Office, Sunset staft applied key contracting best practices to evaluate any deficiencies
in this area. The Office, like many small agencies, does not have needed management and oversight
controls in place to guide contracting, which it uses infrequently yet supports critical functions for
administering its pension system. Applying a few basic contracting practices could help the agency avoid
having to spend time and resources to fix problems resulting from inadequate contract management
and poor contractor performance. The Office has not taken advantage of training to prepare key staft
to effectively manage contracts. Also, the TESRS Board has not adopted the Comptroller’s historically
underutilized businesses (HUB) rules.

Key Recommendations

® Require the agency to adopt a clear policy on contract management and oversight, and direct staff
to attend contract management training provided by the Comptroller’s Office.

e Direct the Board to adopt a rule containing the Comptroller’s HUB rules.

Office of Fire Fighters’ Pension Commissioner Staff Report
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Issue 4

The Texas Emergency Services Retirement System Statute Does Not Reflect
Standard Elements of Sunset Reviews.

The Sunset Commission has developed Across-the-Board Recommendations (ATBs) containing
“good government” standards that it applies to all state agencies under review. The Office’s significant
role in administering TESRS, and the State’s financial stake in that system, make a review of TESRS’
conformance with ATBs appropriate. Six of these ATBs are missing from TESRS statute and should
be applied. In addition, the Texas Sunset Act requires the Commission to consider if statutory reporting
requirements, imposed by law on agencies under review, should be continued or abolished. Sunset staff
determined two TESRS reports should be continued because state law requires them of all public
retirement systems.

Key Recommendations
e Update and apply standard Across-the-Board Recommendations to TESRS statute.

e Continue the TESRS annual financial report and actuarial valuation measuring the soundness of

the TESRS Fund.

Fiscal Implication Summary

Issue 1 —'The recommendation to eliminate the Office would have a positive fiscal impact to the State,
resulting in the reduction of 3.5 employees currently associated with TLFFRA functions and annual
savings of about $173,000 to the General Revenue Fund. TESRS would require continuing the
approximately $500,000 in annual general revenue appropriations it receives for administrative costs.

Issue 2 —"These recommendations would have costs to TESRS associated with conducting actuarial audits
and experience studies. For a fund the size of TESRS, these costs would be estimated at approximately
$25,000 for the audit and $50,000 for the experience study. However, the recommendation would only
require these actions every five years, paid from the pension fund.

Office of Fire Fighters’ Pension Commissioner

Fiscal Savings to the Changes in FTEs
Year | General Revenue Fund From FY 2013
2014 $173,000 -3.5

2015 $173,000 -3.5

2016 $173,000 -3.5

2017 $173,000 -3.5

2018 $173,000 -3.5

1 The Commissioner does not have authority to monitor or assist almost 1,200 volunteer departments, or the other part-paid and paid

firefighter pension systems in the state that are not under TLFFRA or TESRS, including the six largest firefighter systems in the state that are
organized under their own state laws: Austin, Dallas, El Paso, Fort Worth, Houston, and San Antonio.

Office of Fire Fighters’ Pension Commissioner Staff Report
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OFFICE AT A GLANCE

Created in 1937, the Office of Fire Fighters’ Pension Commissioner (Office) assists and represents the
pension and retirement interests of firefighters and volunteer emergency services personnel. The Office
monitors and assists pension systems operating under the Texas Local Fire Fighters’ Retirement Act

(TLFFRA) in the following ways:

® requires annual reporting from local fire department pension systems and reviews pension benefits;
® decides pension member appeals of benefit decisions by local pension boards;

® provides technical assistance and legal interpretations of statute and other aspects of systems; and

e conducts training for local board trustees through its annual TLFFRA educational conference and
peer review workshop.

'The Office also administers the Texas Emergency Services Retirement System (TESRS), created
in 1977 to provide retirement as well as death and disability benefits to volunteer firefighters and
emergency services personnel. For a comparison of benefits and eligibility requirements for TLFFRA

and TESRS, see Appendix A.

Key Facts

e Commissioner. The Commissioner is appointed by the Governor with the consent of the Senate
for a four-year term. The Commissioner sets policy and manages the Office’s efforts to assist
certain paid and volunteer fire departments under TLFFRA. The Commissioner also serves as
the administrator of TESRS, while a separate, Governor-appointed Board of Trustees (Board) sets
policy and manages the system’s assets.

e Funding. The Office operated on a total budget in fiscal year 2011 of about $683,000, with about
$486,000 spent on administration of TESRS and about $197,000 for TLFFRA assistance. Almost
all the Office’s funding comes from General Revenue, with about $27,550 in revenue collected
from fees for the Office’s annual TLFFRA conference and $10,500 in fees for late filing of reports
from local pension boards participating in TESRS in fiscal year 2011.

o Staffing. In fiscal year 2011, the Office employed 8.5 staff, all located in Austin. The Office
employs 3.5 staff for its TLFFRA-related duties and five staft for administration of TESRS.

e TLFFRA Monitoring. The Office monitors and assists locally managed pension systems for 121
paid, part-paid, and volunteer fire departments. These systems distributed almost $3.5 million
in benefits to 3,594 paid members and 757 volunteer members in fiscal year 2011, and held a
combined $1.3 billion in assets at the end of fiscal year 2010." Each of the local pension systems is
self-administered under the terms of the statute with its own board of trustees, and do not rely on
state funding. Appendix B lists these TLFFRA systems and shows the total employee, retiree, and
beneficiary members, and assets for each fund.

Statute provides for the Commissioner to monitor and assist these local pensions through reporting
of financial and other system information. As part of this assistance function, the Office reviews

Office of Fire Fighters’ Pension Commissioner Staff Report
Office at a Glance
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pension benefits and decides appeals of the local boards’ benefit decisions. The Office assists local
TLFFRA boards by providing legal interpretations of statute and other matters relating to system
operations. The Office also provides technical and administrative assistance for services such as
contracting and management of pension systems. Lastly, the Office provides training for board
trustees and staff through an annual TLFFRA conference and a peer review workshop. In fiscal
year 2011, the Office issued 12 legal interpretations, decided 4 appeals, and trained 251 trustees at

its educational seminars.

e TESRS Administration. The Commissioner oversees the distribution of system benefits, collects
revenue from participating departments, may request and administer appropriated funds, and may
recover fraudulently acquired benefits.? The Office administered $3 million in retirement, disability,
and death benefits to 2,277 retired volunteer firefighters and emergency service personnel and their
beneficiaries in fiscal year 2011.> 'The total number of active members and beneficiaries at that
time was 6,496. The Office also provides administrative services, such as contracting and records
management, oversees appeals of benefit decisions, and participates in decisions on disability
benefits.

The TESRS Board has nine members, appointed by the Governor, with six representing the
members of the pension system and three having experience in the fields of finance, securities
investment, or pension administration. The Board hires experts to manage and invest the Fund’s
assets; adopts rules; and sets policy on service requirements, local government contributions, and
benefit levels.

At the end of fiscal year 2011, the pension Fund held $62.5 million in assets. In addition to
appropriations for the Office’s administration of TESRS, the State by statute, must appropriate
additional money to the pension Fund to ensure its actuarial soundness.*

1 Office of Fire Fighters’ Pension Commissioner, Audited Annual Financial Report for the Year Ended August 31, 2011 (Austin, TX: Office

of Fire Fighters’ Pension Commissioner, 2011), p.5.

2 Section 865.010, Texas Government Code.

3 Office of Fire Fighters’ Pension Commissioner, Audited Annual Financial Report, p. 5.

Section 865.015, Texas Government Code. To make the TESRS Fund sound, statute requires the State to contribute up to one-third
of the amount contributed by local governing bodies in a given year.

Office of Fire Fighters’ Pension Commissioner Staff Report
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IsSUE 1

While the State Needs a Pension System for Volunteer Emergency
Services Personnel, the Office of Fire Fighters’ Pension Commissioner
Is Not Necessary.

Background

'The State’s involvement in firefighter pensions goes back 75 years, and predates many of the statewide
pension systems for teachers, and state, municipal, county, and district employees. The State established
the Office of Fire Fighters’ Pension Commissioner (Office) in 1937 to oversee locally administered
pension systems for paid and volunteer firefighters, later named the Texas Local Fire Fighters’
Retirement Act (TLFFRA). In 2001, the Constitution was amended to authorize four-year terms
for the Commissioner, if the position exists.! Currently, 38 paid, 80 volunteer, and three part-paid
part-volunteer departments operate individual pension systems under TLFFRA, administering more
than $1.3 billion in assets. The Office’s TLFFRA functions include reviewing pension data, providing
technical assistance, drafting legal interpretations of statute and other pension matters, hearing benefit
appeals, and training pension trustees through its annual educational conference and its peer review

workshop.

In 1977, the State established a separate statewide pension fund exclusively for volunteer firefighters and
gave the Commissioner authority to administer benefits, with a separate, Governor-appointed Board
of Trustees setting policy and managing fund assets. That Fund later became the Texas Emergency
Services Retirement System (TESRS) and its membership expanded to include emergency services
personnel. The TESRS Board managed $62.5 million in assets for 214 volunteer and emergency
services departments in fiscal year 2011. The Office administers the system by collecting pension
contributions from local governments, paying benefits, and providing administrative support to the
statewide Board that oversees the Fund.

'The Office has 3.5 employees for its TLFFRA duties and five for its TESRS responsibilities. In fiscal
year 2011, the Office spent about $197,000 on its TLFFRA functions and about $486,000 on TESRS

administration.

Findings

State assistance for local TLFFRA firefighter pension systems
is not needed to ensure their sound operation.

e As systems operating under TLFFRA have evolved, the State’s role is
difficult to justify. Originally, the Office and the Commissioner played
an active role in overseeing and assisting local firefighter pension systems
because the State supported these systems financially, and relied on the
Commissioner to ensure that State funds were appropriately spent.?
However,in 1988, State funding for TLFFRA pensionsended,and in 1999,
the Legislature gave these pensions authority to pay their administrative
costs out of fund assets.’ With these changes, the Commissioner’s

State funding for
TLFFRA pensions
ended in 1988.

Office of Fire Fighters’ Pension Commissioner Staff Report
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The Office’s
assistance to
TLFFRA systems
does not extend
to the largest
paid firefighter
systems.

oversight role has become much more of an assistance role. 'The
Commissioner has limited enforcement authority and essentially cannot
ensure compliance by these systems because the threat of withholding
State financial assistance no longer exists.* The assistance function that
remains is largely a benefit to the firefighter systems organized under
TLFFRA, and does not extend to the six largest paid firefighter systems
in the state organized under their own state law, nor to almost 1,200
volunteer departments that have opted not to have TLFFRA pensions
for their firefighters. The State interest in maintaining such a benefit for
a small subset of the state’s fire service is minimal.

TLFFRA systems can operate without State assistance. ~While
firefighters understandably value having their own dedicated State
assistance function related to pension matters, the State does not provide
such targeted pension assistance to other local public safety employees, or
even other firefighters not covered under TLFFRA. Further, the ability
of paid departments’ retirement systems to manage their own affairs and
the existence of a statewide pension system for volunteer departments
mitigates the need for State assistance with operations. The following
material further explains why TLFFRA systems no longer require State
assistance.

TLEFFRA statute provides protections for pension systems. The TLFFRA
statute specifies the makeup of local boards of trustees that oversee these
systems, giving a significant voice to members of the systems.” TLFFRA
itself is not a pension system. Unlike statewide pension systems such as
the Texas Municipal Retirement System, the Texas County and District
Retirement System, or even TESRS, systems under TLFFRA do not
pool their assets, nor do they have a statewide board or the Legislature
determining their benefit structures. Instead, the statute establishes
minimum contribution levels, retirement eligibility standards, and service
credit awards, and gives each system the flexibility to determine its
pension structure beyond these bare minimums. TLFFRA also protects
benefits by requiring any change to benefits and eligibility to be approved
by the local board, the board’s actuary, and a vote of the members of
the system.® Finally, just by existing in state laws, the TLFFRA statute
provides a measure of protection to pension systems from sudden or
even capricious change because of the time and effort required to achieve
legislative change.

TLFFRA systems for paid firefighters are basically self-sufficient. Over
time, paid TLFFRA pension systems have become self-sustainable. As
of fiscal year 2010, every paid TLFFRA pension had assets of $2 million
or more, with several departments managing assets of more than $100
million. All paid TLFFRA departments operate their pensions on an
independent basis, with assistance from investment supervisors and fund
managers, actuaries, and some with full-time pension administrators.
These TLFFRA systems are also subject to the same kind of State

financial and actuarial oversight as any local pension system, except that

Office of Fire Fighters’ Pension Commissioner Staff Report
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those other systems do not need technical assistance from the State to

operate effectively, and neither do these TLFFRA systems.

TLEFFRA systems for volunteer firefighters have other options. Since
the creation of a separate retirement system for volunteer firefighters Many volunteer
and emergency services personnel, 113 TLFFRA volunteer systems have TLFFRA systems
entered TESRS, leaving 80 volunteer systems still under TLFFRA. Of  have entered the
these systems, more than 70 are not traditional defined benefit systems  State’s emergency

with funds in trust to pay benefits. Instead, the sponsoring entity must services
pay benefits out of their budgets as they become due. retirement
system.

These “pay-as-you-go” TLFFRA systems do not need assistance on
pension matters because essentially they have little to no pension assets.
They may instead need assistance determining eligibility and benefit
levels because of their own difficulty maintaining records. 'The available
evidence, however, indicates that this is a rare occurrence and not enough
to justify the Commissioner’s continuing role.” Of greater consequence
to them is the option to join TESRS, which was established to serve
their retirement interests, as discussed below. However, the State does
not regulate these volunteer TLFFRA systems, and even with the option
of receiving more state assistance under TESRS than under TLFFRA,
many choose to continue to operate independently.

o 'The Office’s TLFFRA functions provide little benefit and significant

duplication.

Reporting requirements. All TLFFRA pension systems must report the
same type of information to the Office that they report to the Pension
Review Board (PRB), with a few exceptions. For instance, in lieu of
submitting some financial information to PRB,
like an al.ldited financial rep(?rt, local TLFFRA Duplicative TLFFRA Reporting
systems with less than $50,000 in assets may submit to the Office and

the annual report they send to the Office.® Also,
the Office reviews reports from local TLFFRA

Pension Review Board

boards listing benefit decisions, something PRB ® contact information
does not receive, yet the agency lacks the ability e members of local board of trustees
to enforce benefit corrections if it finds errors. For e name of pension administrator

a list of duplicative reporting requirements see
the textbox, Duplicative TLFFRA Reporting to the

®  asscts, revenues, and benefit payments

Office and Pension Review Board. Sending these ®  number of pension members
reports to both agencies is a waste of resources ® pension plan document

that serves no useful purpose. While the Office ® investment policy

reviews and reconciles financial information for e annual audited financial report

TLFFRA systems, and compiles it in an annual
TLFFRA report, the Office does not provide
the level of financial and actuarial analysis that is
more squarely under the responsibility and expertise of PRB. Ultimately,
the state does not need a separate agency that monitors only TLEFFRA
systems when PRB already collects and monitors financial information

® actuarial valuation report

Office of Fire Fighters’ Pension Commissioner Staff Report
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Paid TLFFRA
systems can
administer
educational
conferences
without the
Office.

SOAH can
continue to decide
benefit appeals
without the
Commissioner.

on all public retirement systems, and has an actuary on staff that analyzes
pensions’ financial data to highlight potential problems for further action.

Educational seminars. Having a state agency to organize an annual
meeting is not necessary. The Office provides training to trustees and staft
operating TLFFRA pension systems through its annual conference and
peer review workshop. While the Office’s educational seminars are well
attended and well received by TLFFRA paid systems, these are activities
that these systems have demonstrated the ability to administer on their
own without the Office. In fiscal year 2011, about 200 people attended
the conference and 51 attended the workshop.

TLFFRA paid departments have taken a more active role in planning
the Office’s educational seminars. For example, they play a significant
role in planning the annual peer review workshop, with many of the
presentations given by TLFFRA trustees, and actuaries or attorneys
that work for these systems. TLFFRA volunteer systems, as small and
predominantly pay-as-you-go systems, generally do not participate in
these educational offerings, which are geared more toward the needs of
larger paid systems.

Benefit appeals. The Commissioner’s role in the TLFFRA appeals
process is not necessary to settle local pension disputes. Under TLFFRA,
when a member feels aggrieved by a local board decision about benefits or
eligibility, that member has the opportunity to appeal the decision to the
Commissioner.” The case goes before the State Office of Administrative
Hearings (SOAH) as a de novo hearing, and the SOAH judge issues
a Proposal for Decision to the Commissioner who makes the final
decision. SOAH receives funding for these cases as part of its general
appropriations.’® Since 2007, the Office has only handled 12 appeals.

These appeals are a benefit for members of TLFFRA systems who would
otherwise have to pursue appeals in Court. The appeals process, however,
does not rely on the Commissioner, who is not a party to the case as
is usually the situation for state agencies. SOAH hears and decides
other matters for local entities, with no state agency involvement and an
administrative law judge making the final decision.” In addition, SOAH
already hears these TLFFRA cases and could continue to do so without
the involvement of the Commissioner.

Legal interpretations. The Commissioner’s legal interpretations are a
form of technical assistance that is not necessary and more appropriately
obtained elsewhere. TLFFRA trustees or members may contact the
Office and request a legal interpretation regarding their pension or the
Act. In fiscal year 2011, the Office issued 12 legal interpretations on
matters ranging from benefit eligibility to guidance for qualifying a
domestic relations order. The Commissioner issues these interpretations
as Commissioner Opinions, made to appear as legal documents, but
not authorized in statute and not legally binding. Ultimately, these

Office of Fire Fighters’ Pension Commissioner Staff Report
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interpretations serve as a way for the Commissioner to answer questions
about TLFFRA and other pension matters. However, interpreting statute
for local entities not funded or regulated by the State is not a standard

state function.

The State has a continuing interest in administering a
retirement system for volunteer emergency services
personnel, but does not need a separate, Governor-appointed
commissioner to do it.

e Important assistance for firefighters. Providing retirement as well as
death and disability benefits serves as a recruitment and retention tool
for volunteer firefighters and emergency services personnel who are
vital parts of the State’s fire and emergency response service. Through
TESRS, the State has recognized the need to assist volunteer personnel
by administering this system for 214 departments, and 6,496 active
members, retirees, and their beneficiaries. By pooling the assets of its
member departments, TESRS provides a more cost-effective alternative
to having each department administer its own system under TLFFRA.
TESRS is able to pay a larger benefit at a lower cost to local governments.

e Unwieldy and unnecessary structure. Having both a Governor-
appointed Board and Commissioner oversee TESRS disrupts the
standard lines of responsibility and accountability between the oversight
body and the staff it relies on for operations. The TESRS Board oversees
the investment of the Fund and sets policy on service requirements, local
government contributions, and benefit levels. The Commissioner oversees
the Office, which dedicates five staff to administer TESRS through
the collection of contributions, payment of benefits, and other support
functions. A more common and workable approach for retirement
systems and state agencies is to have the oversight body hire a director

responsible for the day-to-day operations.

The Commissioner is also not needed to provide appeals of TESRS
benefits. Although TESRS is a statewide pension system, statute gives
flexibility to local boards to make some benefit and eligibility decisions
for local volunteer firefighters and allows volunteer firefighters to appeal
decisions of local boards to the Commissioner. The Commissioner’s
decision can then be appealed to the statewide TESRS Board.”* Such
appeals are rare, with none occurring in the last three years. However,
the TESRS Board is already the final decision maker and could decide
appeals without the Commissioner as an intermediary. No other
statewide pension system has a separate formal appeals process that must
occur before an appeal to the board.”® A more standard approach is for

these kinds of appeals to be heard by SOAH, with the state oversight

board making the final decision.

No TESRS benefit
decisions have
been appealed

in the last
three years.

Office of Fire Fighters’ Pension Commissioner Staff Report
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The Office has
encountered
significant
deficiencies
with its TESRS
data systems.

e Need for continuing TESRS oversight. TESRS serves an important
function in providing a system of benefits to volunteers who are vital to
the safety of many Texans. The Sunset review did not identify a better
organizational alternative for this System. However, as a statewide system
that receives State funding, TESRS presents a level of risk that justifies
continuing legislative oversight through Sunset review. In addition, Issue
two of this report explores this risk and ways to mitigate it in more detail.

The Office has had difficulty managing itself and the programs
it administers.

Small agencies inherently have difficulty meeting requirements common to
all state agencies in addition to meeting their primary responsibilities. This
difficulty can lead to problems in areas such as contracting, performance
monitoring, and simple management controls.

For the Office, this situation is magnified by the fact that it essentially has
the responsibilities of two agencies in managing both TLFFRA and TESRS
functions. For example, the Commissioner has recently severed the Office’s
relationship with a TLFFRA nonprofit, which has assisted with the Office’s
educational seminars since 2006, because of concerns about the proper
control and possible misuse of state funds.’ Regarding its TESRS duties, the
Office has recently encountered significant deficiencies with its data systems,
threatening the accuracy of information used in its actuarial valuations and
possibly affecting the calculation of benefits.”® These kinds of difficulties
seriously call into question the need to continue small agencies that cannot
effectively perform the functions entrusted to them.

While other states may have retirement systems for firefighters,
none has a separate agency like the Office for assisting local
firefighter pensions.

No other state has an agency that provides assistance to local firefighter
pensions.’® Most other states have pension benefits for firefighters, either
through a statewide or local pension system, but only 15 states provide some
sort of statewide pension benefit for volunteer firefighters.

Recommendations

Change in Statute

1.1 Abolish the Commissioner’s position and make TESRS subject to Sunset review

every 12 years.

'This recommendation would repeal references to the Pension Commissioner in both the TLFFRA and
TESRS statutes and replace the Commissioner’s position in administering TESRS with an executive
director. The recommendation would not repeal TLFFRA or TESRS statute, but only references to the
Commissioner, and would also not repeal the constitutional provision providing for the Commissioner’s

Office of Fire Fighters’ Pension Commissioner Staff Report

Issue 1



Sunset Advisory Commission July 2012

four year term, since it applies only “if” the Legislature authorizes a Commissioner. Under this
recommendation, the Commissioner’s term would end when the Sunset bill abolishing the position
takes effect in September 2013. Language would be added to statute to authorize the TESRS Board to
hire the executive director and staft, as it sees fit, and make it subject to the appropriations process, as it
currently is through the Office. In addition, this recommendation would require the TESRS Board to
undergo Sunset review in 12 years to ensure ongoing oversight.

1.2 Eliminate the Office’s authority to collect reports from TLFFRA pension systems.

'This recommendation would repeal the statutory provisions relating to the Office collecting reports from
TLFFRA systems, including those on pension finances, investment policy, changes to the system plan
design document, audited financial statements, and actuarial valuations. Because TLFFRA systems
would no longer submit an annual report to the Office, the provision exempting those with less than
$50,000 in assets from the Pension Review Board’s (PRB) reporting requirements would be repealed.
A separate recommendation in the 2012 Sunset report on PRB proposes to alter requirements for those
systems. PRB would continue to receive reports, monitor their financial and actuarial condition, and
provide guidance when requested, as currently authorized in statute.

1.3 Eliminate the Commissioner’s authority to hear TLFFRA and TESRS appeals on
benefit decisions.

'This recommendation would repeal statutory provisions authorizing the Commissioner to hear appeals
on TLFFRA and TESRS decisions. Members of TLFFRA systems would instead appeal these
decisions directly to SOAH, with an administrative law judge making the final decision. Appeals for
TESRS members would be heard at SOAH, with final decisions made by the statewide Board, as is
the practice with Texas’ other statewide pension systems. Also, like other statewide pension systems,
a provision would be added to statute authorizing TESRS members to further appeal TESRS Board
appeal decisions to district court.

1.4 Eliminate the Office’s authority to conduct seminars or workshops.

This recommendation would repeal the Office’s statutory authority to administer seminars and
workshops. Under this change, TLFFRA systems would be able to take over full administration of
these seminars. Trustees and staff of TLFFRA pensions could also continue to receive training through
the certification classes and conferences provided by other organizations such as the Texas Association

of Public Employee Retirement Systems, and PRB.

Management Action
1.5 Direct the Office to cease issuing legal interpretations.

'The Office should be directed to immediately stop issuing legal interpretations. TLFFRA boards of

trustees are able to seek legal advice from their retained attorneys.

Fiscal Implication

'These recommendations would have a positive fiscal impact to the State, resulting in the reduction of
3.5 employees currently associated with TLFFRA functions. Total savings to the General Revenue
Fund would be approximately $173,000, the amount normally appropriated for the administration
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of TLFFRA functions minus the $24,000 in appropriated fees for the TLFFRA conference. Since
TESRS would continue to operate, it would continue to need the more than $500,000 in annual
general revenue appropriations it currently receives for administrative costs.

Office of Fire Fighters’ Pension Commissioner

Fiscal Savings to the Changes in FTEs
Year | General Revenue Fund From FY 2013
2014 $173,000 -3.5

2015 $173,000 -3.5

2016 $173,000 -3.5

2017 $173,000 -3.5

2018 $173,000 -3.5

1 Section 67-g, Article XVI, Texas Constitution.
2 HB.25 8, 45th Texas Legislature, Regular Session, 1937.
3

Acts of the 69th Legislature, Regular Session, 1985 (the General Appropriations Act.); H.B. 2522, 76th Texas Legislature, Regular
Session, 1999.

4 The Commissioner does have subpoena and writ of mandamus authority to compel local TLFFRA pensions to provide evidence of
compliance with the TLFFRA statute, but has never used this authority; Article 6243e, Section 18A, Vernon's Texas Civil Statutes.

5 Article 6243e, Section 19, Vernon’s Texas Civil Statutes.
6 Ardicle 6243e, Section 7(b) (1) & (2), Vernon’s Texas Civil Statutes.
7

The Office indicated that it has attempted to provide volunteer TLFFRA systems with assistance determining benefits because of faulty
recordkeeping five times in the last two years.

8 Section 802.103(c), Texas Government Code.

9 Article 6243e, Section 22, Vernon’s Texas Civil Statutes.

10 Article VIII, Rider 7, p. VITI-4, Acts of the 82nd Legislature, Regular Session, 2011 (the General Appropriations Act.).
1 Section 1701, Texas Occupations Code.

12 Section 864.016, Texas Government Code.

13

In some instances, other statewide pension systems do allow for an informal process to appeal or dispute benefit and eligibility decisions,
but this happens at the management level and is not an official board ruling.

1% Letter from Commissioner Sherri Walker to TLFFRA Conference Sponsors, May 2012.

15 State Auditor’s Office, The Audit of the Office of the Fire Fighters’ Pension Commissioner’s Fiscal Year 2011 Financial Statements (Austin:
State Auditor’s Office, January 2012), Report No. 12-013, p.1; and, Texas Emergency Services Retirement System, Aczuarial Valuation as of August,
31, 2010 (Austin, TX: Rudd and Wisdom, Inc., revised April 28,2011) page unnumbered.

16 Arkansas has a Fire and Police Pension Review Board that oversees local fire and police pension systems, but unlike the Office it has
authority to enforce state law by withholding the state’s financial assistance to these systems. Also, the Arkansas board does not provide assistance,
such as educational seminars, legal opinions, or appeals of benefit and eligibility decisions of local boards.
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ISSUE 2

The Texas Emergency Services Retirement System Lacks Transparency
and Oversight Needed to Minimize the State’s Financial Risk.

Background

In 1977, the Legislature created the Texas Statewide Volunteer Fire Fighter’s Act, a public pension fund
for volunteer firefighters administered by the Office of Fire Fighters’ Pension Commissioner (Office).
In 1997, the Legislature expanded the system to include volunteer emergency services personnel,
changing its name to the Texas Emergency Services Retirement System (TESRS). The textbox, Zexas
Emergency Services Retirement System, provides more details on TESRS.

Texas Emergency Services Retirement System

In fiscal year 2011, the system had $62.5 million in assets, and as of the last valuation in 2010, was actuarially
sound with a funding period of 30 years, a funded ratio of 78.9 percent, and an unfunded liability of $17.1 million.
For fiscal year 2011, the Fund’s investment rate of return was 15.1 percent, and its 10-year average return was 4.8
percent.

'The system pays about $3 million in benefits annually to about 2,270 beneficiaries out of about 6,496 participants.
Statewide, 214 departments participate in the system. Local boards decide eligibility, benefit payments, and
contribution levels of at least $36 monthly per member, paid by the governing entity.

Pension benefits include:

® $216 a month minimum annuity;

e $400 a month minimum disability;

e  $60,000 lump sum on-duty death; and

® on-duty death, oft-duty death, and survivor benefits.

Sources: Fire Fighters’ Pension Commissioner, dudited Annual Financial Report for the Year Ended August, 31, 2011, and Texas Emergency
Services Retirement System Actuarial Valuation — August 31, 2010 (Revised: April 28,2011).

A Governor-appointed nine-member Board of Trustees (Board) oversees the system, and contracts for
needed investment and actuarial services, paid from Fund assets. The Commissioner administers the
system and requests State funds to support it. Five of the Office’s staff carry out day-to-day activities
such as collecting local contributions and disbursing benefits, spending $486,000 in General Revenue
on these activities in fiscal year 2011. In the same year, the Board spent $135,150 from the Fund to
cover the remaining administrative costs.

Statute requires the State to contribute the amount necessary to make the system actuarially sound
each year, except that the State contribution may not exceed one-third of the total of all contributions
by local governing bodies in a particular year.! Statute defines “actuarially sound” as having sufficient
contributions so that the system can eliminate its unfunded liability within a 30 year period or less.?
'This is also known as the amortization, or funding, period.
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Since fiscal year
2006, the State
has provided
$12.8 million for
contributions and
administrative
costs to keep
TESRS sound.

Findings

In recent years, State costs to keep the system sound have
increased significantly, and more costs are on the horizon.

Due to economic downturns since 2000, the TESRS Fund has encountered
difficulty in maintaining actuarial soundness as measured by the 30-year
funding period. Beginning in 2002, the system reported a $13.2 million
unfunded liability, pushing the funding period beyond the acceptable 30-year
period to cover this unfunded liability.> As a result, since fiscal year 2006,
the State has contributed $10.2 million in General Revenue to shore up the
system. Last session, the Office further requested an additional $1.8 million
in contributions to the Fund for fiscal years 2012-13, but did not receive it.
In 2010, the system’s actuary concluded the Fund will continue to need State
contributions for the next 12 years to make the system actuarially sound.*

In addition to these contributions to keep the system sound, the State has
spent about $2.6 million since fiscal year 2006 to cover TESRS’ administrative
costs. As the graph TESRS Administrative Expenses shows, General Revenue
appropriations began in fiscal year 2006 with about $400,000. By fiscal
year 2011, General Revenue appropriations had climbed to about $500,000
covering about half of the system’s administrative expenses.

TESRS Administrative Expenses
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TESRS’ funding structure results in the State bearing the
financial risk for the system.

® Increasing TESRS local contributions increases the State’s financial
obligations. TESRS has a unique benefit structure in which a retiree’s
monthly benefit is six times the average local contribution rate per
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member over the member’s life of service. For example, a member at
the minimum local contribution rate of $36 per month would receive
a monthly retirement benefit of $216. Due to this multiplier effect,
increases in local contributions magnify increases in accrued benefits.
Under current Board practice, local contributions are as high as almost
$300 per month, with a monthly benefit of almost $1,800. Higher benefit
levels increase the State’s liability for the Fund. Also, because the State’s
contribution is tied to the annual local contribution, any increases in local
contributions automatically increase the State’s contribution when the
Fund is unsound.

Most systems are designed so that increases in contributions, either from
the employer or employee, do not automatically increase benefits. Based
on actuarial analyses, these systems adjust contributions and benefits as
needed to prefund benefits and protect against investment losses. For
example, boards of trustees for systems under the Texas Local Fire Fighters
Retirement Act adjust contributions or benefits to keep their pensions
sound, and do not rely on State contributions.” However, the TESRS
system cannot adjust local contributions to make the Fund sound because
the current benefit formula ensures that increased contributions are
offset by higher benefit amounts. Barring significant benefit reductions,
such as reducing the benefit multiplier from six to five, only the State’s
contribution can offset future pension costs that make the Fund unsound.

® No shared risk for investment losses. The Board relies on the State
to cover investment losses that make the Fund unsound, with local
governments and members not sharing in the financial risks of TESRS.
In contrast, other public systems share investment risks between local
governments and employees, and do not rely on State funding to cover
losses. Under these other plans, if a local government cannot make
required contributions, it must reduce benefits, increase employee
contributions, or both to keep the pension sound.

Statute creates an incentive for the Board to rely on maximum
State contributions, instead of structuring the system to
minimize liabilities and the need for State funding.

e Assumption of ongoing State contributions. The assumption of
maximum State contributions up to the annual cap allows the Board
potentially to design the system to increase benefits without regard to
unfunded liabilities because of the ongoing promise of State funding.
Thus, the Legislature needs to be aware of the potential impacts and
long-term sustainability of such an arrangement.

After TESRS financial difficulties in the last decade became apparent, the
Legislature, in 2005, gave the Board flexibility to make pension changes
needed to ensure the Fund’s financial soundness.® However, the legislation
also allowed the Board to assume ongoing maximum State contributions
when restructuring the system. As a result, the Board lacks the incentive

TESRS provides
a monthly
benefit that is six
times the local
contribution
per member.

The State
bears all the
risk for TESRS’
investment losses.
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TESRS Board
decisions on
benefits can
affect the state
budget.

TESRS’ actuarial
valuation does
not provide
enough
information
to decide
appropriate state
contributions.

to minimize State pension costs in the plan design. The Legislative Budget
Board raised a concern that allowing the Board to assume maximum
State contributions when determining actuarial soundness could actually
increase State costs.” When the Fund is unsound, the Board can assume
the State will make maximum contributions, even before receiving an
appropriation, and only later consider changing benefit levels to address
the problem. No other Texas statewide pension system has this luxury
of assuming increased State contributions if the system is unsound, but
can only factor in increased employer contributions after they have been

appropriated.
o Effect of Board decisions on the State budget. By linking State

contributions to benefit levels, the Legislature has eftectively given the
TESRS Board the authority to make decisions that can affect the State
budget. The 2005 changes were supposed to give the Board flexibility
to structure the system on a more financially sound basis.® However, in
2006 the Board reviewed numerous contribution and benefit options and
the effect of each on the Fund’s financial soundness, ultimately choosing a
mix of benefit increases and decreases that while making the Fund sound
had the overall effect of increasing the Fund’s liability, thus increasing
State costs. Regardless of how well the decision balanced the need for
benefit increases with concern for State spending, the Legislature needs
to be aware of such considerations.

Lack of needed information for overseeing pension
administration contributes to the State’s financial risks.

When reviewing the administration of TESRS, several problems stand out
that could make it difficult for the Legislature to accurately anticipate the
Fund’s financial needs.

o Lack of pension funding options. The 2010 actuarial valuation concluded
that the system is sound, because it assumes about $1 million annually in
State contributions until fiscal year 2023, and indefinite State funding of
most administrative costs.” While the valuation includes a line item for
required local contributions without a State contribution, this option is
buried in the tables and a corresponding funding period not shown. Also,
the valuation does not provide a range of contribution and benefit options
that could better assist the Legislature with deciding a State contribution
amount.

o Lack of additional oversight tools. State law generally requires
public pension systems with at least $100 million in assets to conduct
independent audits of actuarial valuations every five years.!* TESRS does
not meet this threshold in terms of asset value, but its reliance and impact
on State funds may justify the need for additional oversight. The Board
voluntarily conducted an audit of its valuation and services provided by its
contracted actuary in 2007, but statute does not require these audits. This
extra level of independent oversight may have prevented the significant
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problems with the Board’s previous actuary in 2002. In addition, pension
systems such as the Texas Municipal Retirement System have statutory
requirements to conduct experience studies at least every five years, to help
ensure that actuarial assumptions and valuations are correct or revised as
needed." While the Board has conducted experience studies in the past,
this is not a statutory requirement for the Board to ensure the accuracy of
its actuarial assumptions.

e Inaccurate and revised actuarial information. The TESRS Board has
experienced some difficulty with its actuarial information, going back to
its 2002 valuation that contained significant discrepancies and obscured
problems with the Fund that required funding to correct. In addition, the
2010 valuation required revision due to data corrections that increased
benefit costs. Occasionally the actuarial valuation must further be revised
due to market conditions, as was the case with the 2008 valuation which
required revision due to significant investment losses. Accurate actuarial
information is essential for the proper management and oversight of any
pension fund.

Recommendations

Change in Statute

2.1 Require the Board to provide the Legislature with a range of options for meeting
the State’s contribution requirement should the Fund experience significant
losses or increased liabilities.

Under this recommendation, the Board would provide the Legislature information on different pension
contribution and benefit structures if the Fund experiences a significant decrease in assets, or increase
in unfunded liabilities that make the Fund unsound even with maximum State contributions. The
Board would also report actuarial options to the Legislature anytime it decides to change benefits or
contributions on its own initiative, and for significant changes to the actuarial valuation. The Board
would send an electronic copy of the actuarial analysis of the options discussed above to the Governor,
the Lieutenant Governor, Speaker, Legislative Budget Board, and the Pension Review Board.

Information provided to the Legislature should include analysis of how different changes to contributions
and benefits could affect the Fund’s financial liabilities, the State’s potential contribution, and need for
continuing appropriations to pay administrative costs. This recommendation would not change current
statutory requirements for State contributions to the plan.

By including this information as part of the Board’s appropriation’s request, if available at that time,
or as otherwise needed, such as at the start of Session, the Legislature would have more detailed
information and analysis needed to consider actions to ensure the Fund remains actuarially sound while
minimizing State costs.

2.2 Require the TESRS actuarial valuation to include detailed information on the
impact of assuming both a full State contribution and no State contribution.

Under this recommendation, the actuarial valuation would clearly show the fiscal implications of
assuming no State contributions and full State contributions to the Fund, including funding for
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administrative costs. This information should show the fiscal implications of both scenarios, including
the number of years needed to amortize the unfunded liabilities. This recommendation would not
change the Board’s authority to assume maximum State contributions when determining the benefit
formula. As a result of this recommendation, the Legislature would be able to more clearly see the
financial status of the Fund with, or without, the required State contribution and administrative funding,
to aid in its decision making.

2.3 Require the Board to regularly conduct actuarial audits and experience studies to
ensure accurate pension assumptions and valuations.

'This recommendation would specify that the Board must conduct an audit of its actuarial valuation,
similar to that conducted in 2007, and an experience study, at least every five years. As a result of this
recommendation, the Board would be better positioned to oversee the ongoing financial soundness of
the pension plan by ensuring that its actuarial valuations and procedures are correct, and that actuarial
assumptions and pension plan structure are revised in light of the plan’s actual experience.

Fiscal Implication

These recommendations would have costs associated with conducting actuarial audits and experience
studies. For a fund the size of TESRS, these costs would be estimated at approximately $25,000 for the
audit and $50,000 for the experience study. However, these actions would only be required once every
five years and could be paid from the pension fund. Providing additional information regarding State
contributions, as described in Recommendation 2.1, would be accomplished within existing Board
resources because the Board already budgets for actuarial updates for legislative purposes. This analysis
would be on an as-needed basis, such as when the regular actuarial valuation needs revision due to
financial changes in the Fund’s status.

Section 865.015, Texas Government Code.
Section 861.001, Texas Government Code.

Texas Statewide Emergency Services Personnel Retirement Fund, Actuarial Valuation Report as of August 31, 2002 (Austin, TX: Rudd
and Wisdom, Inc., 2003) pages unnumbered.

Texas Emergency Services Retirement System, Actuarial Valuation as of August 31, 2010 (Austin, TX: Rudd and Wisdom, Inc., revised
April 28,2011) p. 2.4.

5 Article 6243e, Section 7(b), Texas Local Fire Fighters Retirement Act, Vernon’s Civil Statutes.

6 S.B. 522, 79th Texas Legislature, Regular Session, 2005.

Legislative Budget Board, Actuarial Impact Statement, 79th Legislative Session, Senate Bill 522, Armbrister, Committee Report, 2nd
House, April 21, 2005.

8
2005.
9

Legislative Budget Board, Fiscal Note, 79th Legislative Session, Senate Bill 522, Armbrister, Committee Report, 2nd House, April 21,

TESRS, Actuarial Valuation as of August 31, 2010, p. 2.1.

10 Section 802.1012, Texas Government Code.

1 gection 855.205, Texas Government Code.
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IssUE 3

The Office Lacks a Consistent Approach to Contract Management
and Oversight.

Background

'The Office of Fire Fighters’ Pension Commissioner (Office) contracts for basic administrative support
such as accounting and information technology, and until recently for assistance with the Texas Local
Fire Fighters’ Retirement Act (TLFFRA) annual educational conference. The Commissioner also
jointly signs contracts that the Texas Emergency Services Retirement System (TESRS) Board of
Trustees uses for professional services such as an actuarial valuation, investment management, and
system supervision. In fiscal year 2011, the Office spent about $700,300 on contracts, $550,000 of
which were TESRS-related and paid using TESRS Fund assets. The Office paid remaining contracting

costs of about $150,300 with general revenue appropriations.

While the TESRS Board approves the pension system contracts, the Commissioner is primarily
responsible for management and oversight of TESRS and Office contractors, which includes those
providing critical support to the TESRS information systems. Office staff also assists with aspects of
contracting, such as developing proposals and reviewing proposed contracts. The Office’s representative
from the Attorney General’s Office also reviews key contracts before finalization.

'The Sunset Advisory Commission has documented contracting best practices covering all aspects of
contracting, including development of requests for proposals, procurement, management, and close
out. Sunset staff uses these best practices for guidance when evaluating the effectiveness of an agency’s
contracting policies and procedures. While these best practices apply generally to all state agencies, the
Office’s small size and staffing limitations require focusing the application of these standards on key
areas of concern.

Findings

As a small agency administering and assisting complex public
pension systems, the Office struggles to effectively manage
and oversee certain contracts.

The Office struggles to use a consistent, documented approach towards
managing contracts. To an extent, this struggle relates to the difficulties of
any small agency to have the management controls and oversight processes in

place to guide a contracting function it uses only intermittently. Contracting A lack of some
requires a bureaucratic effort that is inherently harder on small agencies than ~ basic contracting
large agencies to fulfill. By the nature of their small size, however, these practices has
agencies need to contract for certain activities because of the difficulty of caused the Office
developing in-house expertise to perform specialized functions. problems.

While the Commissioner has terminated problem contracts, the lack of just
a few basic contracting practices has caused the Office to spend additional
time and resources to remediate problems resulting from inadequate contract
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management and poor contractor performance. Sunset staff did not find
problems with TESRS professional services contracts, but because the
TESRS Board relies on the Office for its staff support, it also relies on the
Office’s contracts for its administrative support and information technology
needs, thus the Office’s contracting difficulties affect the Board. The following
material provides more information about the problem areas the Office has
encountered in its contracting activities.

e Contracting objectives and constraints. Before making a decision to
contract an activity, an agency should have a process in place to identify
the need for the contract and any objectives, risks, or constraints associated
with the activity. Without being clear about what it wants from a contract
and the possible drawbacks from such a contract, an agency risks entering
into a continuing arrangement that may not be in its best interest. The
Office has recently ended a long-standing contracting arrangement for
planning and organizing its annual TLFFRA educational conference.
This contract was designed to take advantage of funding opportunities
from a nonprofit foundation comprising TLFFRA departments. The
Commissioner cancelled the contract because of concerns about
inadequate financial controls and potential for misuse of State funds.

e Contracting expertise. Contract managers and directors of agencies
engaging in contracting should receive contract training to prepare them
for the proper use and potential pitfalls of contracting. In particular,
small agencies without much contracting experience risk encountering
problems that can turn the promise of contracting into a curse if they do
not have some basic understanding of how to do it. The Office has not
designated a person with primary contracting responsibilities and taken
advantage of contract management training opportunities to assist in this
area.

e Historically underutilized businesses. An agency should make a
good faith effort to use historically underutilized businesses (HUBs)
in its contracts. The Sunset Act also requires an evaluation of agencies’
compliance with state law and applicable rules regarding HUB purchasing
guidelines and programs. While Sunset staff routinely evaluates agency
performance regarding these requirements in the course of a Sunset review,
staft only reports deficiencies significant enough to merit attention.

State law requires that Texas agencies adopt HUB rules developed by the
Comptroller’s Office.! 'The TESRS Board has rulemaking authority but
has not adopted the Comptroller’s HUB rules, though the Office has a
formal written policy for applying HUB guidelines to its TLFFRA and
TESRS contracting.

From fiscal year 2009 to 2011, none of the Office’s spending for
professional services was with HUBs, and its HUB spending for other
services was well below the statewide goal. The agency claims that it does
not meet these goals because of the specialized nature of the professional
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and other services it acquires, and the fact that many of its vendors are out
of state, making them ineligible to become HUB certified. Also, in fiscal
year 2011 the Ofhice only had two contracts listed under professional
services, limiting the agency’s opportunities to choose HUB vendors,
and one of these was its accountant, which is out of state. The Office’s
experience with HUB spending in these categories is comparable with
the experience of the Employees Retirement System, though it lags
behind the experience of the Teacher Retirement System. Appendix C
shows actual HUB spending in all categories over the last three years.

o Contract management and oversight. An agency should monitor

contractor performance on major contracts, communicating with .

p J ’ 5 The Office’s
the contractor to ensure that problems are addressed. Inadequate contracting
contract management threatens to let problems and poor performance
by contract hecked, undermining the quality of the final P OPIeNNS have

contractors go unchecked, underminin e quality o e fina .
y g ’ & quatity contributed

product and ultimately preventing the agency from getting what it
paid for. The Office’s difficulty in monitoring and overseeing a recent
information technology contract has contributed to a situation in which
unreliable pension data required a revision of the TESRS Board’s 2010
actuarial valuation. A separate contract raised concerns about possible
inappropriate use of state resources.

to inaccurate
pension data.

The Comptroller’s Office provides contract management
expertise, resources, and training that can benefit state
agencies.

The Comptroller’s Contract Management Office assists State agencies,
universities, and others with day-to-day contract management and oversight.
'The Comptroller’s Office helps manage State contracts according to best
practices and to ensure adherence to the State’s Contract Management Guide.?
While focused more on state procurement, the Comptroller’s Office provides
technical assistance for all contracting, including professional services. The
Comptroller’s Office offers courses on contract manager responsibilities,
including solicitation, documentation, monitoring, dispute resolution, and
close out. The Comptroller’s Office also offers seminars on contracting best
practices, and informal “brown bag” contracting discussions.

Recommendations

Change in Statute
3.1 Require the agency to adopt a clear policy on contract management and oversight.

Under this recommendation, the agency should adopt a written policy, including procedures, to guide
agency staff in managing and administering contracts. This policy would include procedures for the
tollowing elements:

e planning for contracting needs and developing solicitation documents;

e reviewing, evaluating, and awarding contract proposals;
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® managing and approving contract changes;

e identifying performance issues and resolving contract disputes;
® monitoring contract expenditures;

® closing out contracts; and

® maintaining centralized information on all contracts.

In implementing this recommendation, the agency should designate one person as the central point
of contact between the agency and contractors. As a result of this recommendation, the agency would
ensure that staff has a basic framework, and clear division of responsibilities, for contract management
and oversight. In developing this policy and associated procedures, the agency should consult with the
Comptroller’s Office for guidance on best practices. This recommendation would apply to the TESRS
Board, but could also apply to the Office if the Legislature chooses not to abolish it as a separate entity,
as recommended in Issue 1 of this report.

Management Action
3.2 Direct the agency to participate in contract management and oversight training.

Under this recommendation, the agency should designate one staft person to attend contract
management and oversight classes such as those offered by the Comptroller’s Office. The agency could
determine the number of classes to take and frequency as staff turnover warrants. The agency should
also take advantage of contracting seminars offered by the Comptroller’s Office. This recommendation
would apply to the TESRS Board, but could also apply to the Office if the Legislature chooses not
to abolish it as a separate entity, as recommended in Issue 1 of this report. This recommendation
would help ensure that staft has a basic understanding of contracting best practices to help avoid the
recurrence of problems.

3.3 Direct the Board to adopt a rule containing the Comptroller’s HUB rules.

Under this recommendation, the Board would adopt a rule containing the Comptroller’s HUB rules.
'This rule would include the requirement that contracts over $100,000 have a HUB subcontracting plan,
where appropriate. This recommendation would apply to the TESRS Board, but could also apply to
the Office if the Legislature chooses not to abolish it as a separate entity, as recommended in Issue 1
of this report.

Fiscal Implication

These recommendations would not have a significant fiscal impact to the State or TESRS Fund.
Contract management classes cost about $375 for two-day sessions and the Board could absorb these
costs within its existing budget.

Section 2161.003, Texas Government Code.

2 “TPASS Contract Management Office,” Texas Comptroller of Public Accounts, accessed June 11,2012, http://www.window.state. tx.us/

procurement/prog/cmo/.

3 34TAC. Chapter 20, Subchapter B.
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ISSUE 4

The Texas Emergency Services Retirement System Statute Does Not
Reflect Standard Elements of Sunset Reviews.

Background

Over the years, Sunset reviews have come to encompass an increasing number of standard elements
either from direction traditionally provided by the Sunset Commission, or from statutory requirements
added by the Legislature to the criteria for review in the Sunset Act, or from general law provisions
typically imposed on state agencies. The following material highlights the changes needed to conform
the Texas Emergency Services Retirement System (TESRS) statute to Sunset Across-the-Board
Recommendations and to address the need for reporting requirements imposed on the Office of Fire
Fighters’ Pension Commissioner (Office).

Sunset Across-the-Board provisions. The Sunset Commission has developed a set of standard
recommendations that it applies to all state agencies reviewed unless an overwhelming reason
exists not to do so. 'These Across-the-Board Recommendations (ATBs) reflect an effort by the
Legislature to place policy directives on agencies to prevent problems from occurring, instead of
reacting to problems after the fact. ATBs are statutory administrative policies adopted by the Sunset
Commission that contain “good government” standards for state agencies. The ATBs reflect review
criteria contained in the Sunset Act designed to ensure open, responsive, and effective government.

Reporting requirements. The Texas Sunset Act requires the Sunset Commission, in conducting
reviews of state agencies, to consider if reporting requirements imposed on them by law need to
be continued or abolished.! The Sunset Commission has interpreted these provisions as applying
to reports that are specific to the agency and not general reporting requirements that extend well
beyond the scope of the agency under review.

Findings

The TESRS statute does not reflect standard language typically
applied across the board during Sunset reviews.

While statute specifically makes the Office subject to review under the

Sunset Act, its significant role in administering TESRS and the State’s The TESRS
financial stake in that system necessitate a review of the TESRS statute and Statute does not
Board of Trustees (Board) as well, including conformance with the Sunset prohibit Board
Commission’s ATBs. These standards are appropriate regardless of the members from
decision as to the continuation of the Office as discussed in Issue 1 of this being employed
report. Each missing provision is discussed in more detail below. by a trade
association.

Conflict of interest. While the TESRS statute has general provisions
prohibiting conflicts of interests for the system’s Board, it does not
contain provisions specifically prohibiting Board members and high-
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Requiring the
TESRS Board to
adopt policies
separating its
duties from
administration
would prevent
confusion about
its authority.

Recommendations
Change in Statute

ranking employees from being a paid employee or consultant of a trade
association. These provisions would help ensure that decisions are made
solely in the public’s interest.

Board member training. The TESRS statute does not specify the type
of training and information Board members need to properly discharge
their duties. Specifying this training in law would help ensure both its
scope and continuance.

Policymaking and staff functions. The TESRS statute does not provide
for separating the policymaking functions of the Board from the day-to-
day administrative functions of TESRS management. Such a provision
would help provide further clarity on the roles for the Board and
Commissioner, or administrator of the system, to prevent conflicts over
policymaking authority.

Public testimony. The TESRS statute does not provide an opportunity
for the public to appear and speak before the Board, though the Board
does so at its meetings. Adding it to law would ensure this process
continues, thereby protecting the opportunity for additional information
and perspective to improve the overall decision-making process.

Complaint information. The TESRS statute does not require the
Board to maintain complete information on complaints, though statute
requires the Office to collect complaint information, which could include
complaints on the TESRS system. Regardless of the possible disposition
of the Office as discussed in Issue 1 of this report, putting the complaint
process in TESRS statute would help protect pension members by
ensuring that problems will be addressed in a timely fashion, and provide
an avenue for feedback on TESRS’ administration and the operation of

the local and statewide TESRS boards.

The Office has two reports that are still necessary.

'The TESRS statute requires the Office to produce two reports, including the
TESRS audited financial report and the TESRS actuarial valuation, which
is an analysis of the financial soundness of the system. Sunset staff found
these two reports should be continued because they are required for all public
retirement systems in Texas.

41 Update and apply standard Across-the-Board Recommendations to TESRS

statute.

o Conflict of Interest. 'This recommendation would prohibit a person from serving as a TESRS
Board member or high-level TESRS employee if the person or person’s spouse is an officer,
employee, or paid consultant of a professional trade association for firefighters or public retirement
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systems. Any current Board members falling under this description would be allowed to serve out
their term.

e Board member training. This recommendation would require Board members to receive training
and clearly establish the type of information to be included. The training would need to provide
Board members with information regarding the legislation that created the Board; its programs,
functions, rules, and budget; the results of its most recent formal audit; the requirements of laws
relating to open meetings, public information, administrative procedure, and conflicts of interest;
and any applicable ethics policies.

e Separation of duties. Under this recommendation, the Board must adopt policies clearly defining
its role of setting policy separate from staff responsibilities.

e Public testimony. This provision would add specific statutory language to ensure the opportunity
for public input to the Board on issues under its jurisdiction.

o Complaint information. This recommendation would require the Board to maintain a system
for acting on complaints and make information available regarding its complaint procedures. The
Board must also maintain documentation on all complaints and periodically notify complaint
parties of the status of complaints.

4.2 Continue the TESRS reports.

'This recommendation would continue the two reports currently required of TESRS because they
provide information useful to both TESRS and the public. To comply with a recent change in law, the
reports to the Legislature should be provided in an electronic format only.

Fiscal Implication

‘These recommendations would not have a fiscal impact to the State.

Sections 325.0075,325.011(13), and 325.012(a)(4), Texas Government Code.
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APPENDIX A

Texas Firefighter Pensions Monitored by the Office
of Fire Fighters’ Pension Commissioner

Generally, Texas statute establishes local pensions for paid and volunteer firefighters through the
Texas Local Fire Fighters’ Retirement Act (TLFFRA), and a statewide pension system for volunteer
firefighters and emergency services personnel through the Texas Emergency Services Retirement

System (TESRS).! 'The chart below shows the basic benefit structures for both.

TLFFRA Benefits for TLFFRA Benefits for TESRS Benefits for
Benefit Paid Departments Volunteer Departments Volunteer Departments
Full Pension Age 55 and 20 years of Age 55 and 20 years of Age 55 and 15 years of credited
Requirements credited service credited service service
Vesting Period Most require 20 years of Most require 20 years of | 100 percent eligible at 55 years
service service old and 15 years of service.
Fifty percent vesting at 10 years,
increasing 10 percent annually
until reaching 15 years and 100
percent vesting.
Member or Local | Varies — the minimum match | Varies — the average Varies — $36 minimum monthly
Government by local government is 12 annual contribution per contribution per member by
Contribution percent of gross monthly department by local local government, and as high
salary. The average match is | government is $4,238. as $290 per month.
16.15 percent.
Firefighters contribute an
average of 12.62 percent of
gross monthly salary.
Retirement $100 a month $25 a month $216 a month
Benefit Minimum For service beyond 15 years, an
additional 6.2 percent of the
annuity compounded annually.
Disability $100 a month $25 a month $300 a month, plus $50 for
Minimum every $12 contribution increase.
Death— On Duty | Benefit varies as set by local | Benefit varies as set by $60,000 regardless of length of
Lump Sum board local board. service
Death—OnDuty | $100 a month to surviving | $16.67 a month to Two-thirds of the retirement
Pension Minimum | spouse and $20 a month to | surviving spouse and $6 annuity to the surviving spouse.
guardian of minor a month to guardian of
minor
Death — Off Duty | Benefit varies as set by local | Benefit varies as set by Benefit is the amount
Lump Sum board local board contributed on the decendent’s
behalf] or the amount that
would have been contributed
after 15 years of service,
whichever is greater.
Death— Off Duty | Benefit varies as set by local | Benefit varies as set by Two-thirds of the retirement
Pension board local board annuity to the surviving spouse.
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Article 6243e, Vernon’s Texas Civil Statutes; Sections 861-865, Texas Government Code.
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APPENDIX B

List of Texas Local Fire Fighters’ Retirement Act Pension Systems

'The Office of Fire Fighters’ Pension Commissioner (Office) monitors and assists paid, part-paid, and
volunteer pension systems under the Texas Local Fire Fighters’ Retirement Act (TLFFRA). The two
tables below divide these systems by department type and provide the total number of employee and
retiree members and net assets after subtracting administrative expenses.! The data is provided by the

State Pension Review Board.

Paid and Part-Paid TLFFRA Systems Membership Total Assets
Total for Paid and Part-paid Systems 8,260 $1,377,794,445
Lubbock Fire Pension Fund 612 $150,565,100
Irving Firemen’s Relief & Retirement Fund 452 $125,139,063
Amarillo Firemen’s Relief & Retirement Fund 433 $115,866,425
Corpus Christi Fire Fighters’ Retirement System 697 $101,080,549
Beaumont Firemen’s Relief & Retirement Fund 381 $86,352,765
Laredo Firefighters Retirement System 506 $84,080,924
Midland Firemen’s Relief & Retirement Fund 319 $68,514,410
Denton Firemen’s Relief & Retirement Fund 222 $50,006,018
San Angelo Firemen’s Relief & Retirement Fund 300 $49,087,894
Abilene Firemen’s Relief & Retirement Fund 323 $43,871,253
Odessa Firemen’s Relief & Retirement Fund 337 $42,764,055
Longview Firemen’s Relief & Retirement Fund 280 $41,675,937
Wichita Falls Firemen’s Relief & Retirement Fund 255 $35,987,068
Galveston Firefighter’s Relief & Retirement Fund 197 $35,222,659
McAllen Firemen’s Relief & Retirement Fund 243 $32,426,570
Tyler Firemen’s Relief & Retirement Fund 238 $31,661,403
Temple Firemen’s Relief & Retirement Fund 168 $30,334,836
Port Arthur Firemen’s Relief & Retirement Fund 167 $30,311,331
Killeen Firemen’s Relief & Retirement Fund (part-paid) 248 $23,837,183
Texarkana Firemen’s Relief & Retirement Fund 129 $23,805,017
Harlingen Firemen’s Relief & Retirement Fund 106 $20,822,002
Cleburne Firemen’s Relief & Retirement Fund 84 $14,237,414
Conroe Fire Fighters’ Retirement Fund 104 $13,549,384
Texas City Firemen’s Relief & Retirement Fund 119 $13,460,752
Denison Firemen’s Relief & Retirement Fund 101 $12,599,808
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Paid and Part-Paid TLFFRA Systems Membership Total Assets
Greenville Firemen’s Relief & Retirement Fund 122 $11,266,214
Lufkin Firemen’s Relief & Retirement Fund 131 $9,950,651
Big Spring Firemen’s Relief & Retirement Fund 100 $9,704,476
Orange Firemen’s Relief & Retirement Fund 71 $8,563,461
Waxahachie Firemen’s Relief & Retirement Fund 77 $8,003,952
University Park Firemen’s Relief & Retirement Fund 75 $7,536,196
Sweetwater Firemen’s Relief & Retirement Fund 49 $7,103,229
Corsicana Firemen’s Relief & Retirement Fund 81 $6,305,623
Paris Firefighters’ Relief & Retirement Fund 92 $6,271,702
Weslaco Firemen’s Relief & Retirement Fund (part-paid) 92 $5,979,894
Marshall Firemen’s Relief & Retirement Fund 85 $5,576,458
Plainview Firemen’s Relief & Retirement Fund 64 $4,599,725
Brownwood Firemen’s Relief & Retirement Fund 58 $2,628,393
Atlanta Firemen’s Relief & Retirement Fund (part-paid) 49 $2,579,155
San Benito Firemen’s Pension Fund 30 $2,390,348
Travis County ESD #6 Firefighter’s Relief & Retirement Fund 63 $2,075,147
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Volunteer TLFFRA Systems Membership Total Assets
Total for Volunteer Systems 1,972 $2,622,208
Edinburg Firemen’s Relief & Retirement 42 $1,510,912
Pecos City Firemen’s Relief & Retirement Fund 63 $166,096
Taft Firemen’s Relief & Retirement Fund 12 $143,034
Henrietta Firemen’s Relief & Retirement Fund 38 $112,216
Silsbee Firemen’s Relief & Retirement Fund 40 $95,123
Elsa Firemen’s Relief & Retirement Fund 33 $57,354
Decatur Firemen’s Relief & Retirement Fund 29 $52,743
Sealy Firemen’s Relief & Retirement Fund 36 $46,628
Rusk Firemen’s Relief & Retirement Fund 38 $44,995
Franklin Firemen’s Relief & Retirement Fund 15 $43,449
Smithville Firemen’s’ Relief & Retirement Fund 37 $42,600
Kaufman Fireman’s Relief & Retirement Fund 32 $39,748
Bronte Firemen’s Relief & Retirement Fund 10 $34,822
Navasota Firemen’s Relief & Retirement Fund 15 $33,311
Robert Lee Firemen’s Relief & Retirement Fund 31 $28,665
Silverton Firemen’s Relief & Retirement Fund 16 $28,495
Belton Firemen’s Relief & Retirement Fund 11 $25,073
Bay City Firemen’s Relief & Retirement Fund 39 $23,812
Los Fresnos Firemen’s Relief & Retirement Fund 39 $21,749
Goldthwaite Firemen’s Relief & Retirement Fund 46 $19,741
Nocona Firemen’s Relief & Retirement Fund 38 $19,355
Mason Firemen’s Relief & Retirement Fund 23 $19,145
De Kalb Firemen’s Relief & Retirement Fund 29 $17,249
Hughes Springs Firemen’s Relief & Retirement Fund 25 $16,493
Commerce Firemen’s Relief & Retirement Fund 17 $14,121
Comanche Firemen’s Relief & Retirement Fund 39 $13,183
Monahans Volunteer Firemen’s Relief & Retirement Fund 35 $8,814
Floresville Firemen’s Relief & Retirement Fund 49 $8,339
White Deer Volunteer Firemen’s Relief & Retirement Fund 31 $5,168
Runge Firemen’s Relief & Retirement Fund 33 $4,821
Caddo Mills Volunteer Firemen’s Relief & Retirement 44 $4,513
Valley Mills Firemen’s Relief & Retirement Fund 36 $4,443
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Volunteer TLFFRA Systems Membership Total Assets
Colorado City Firemen’s Relief & Retirement Fund 21 $4,278
Henderson Firemen’s Relief & Retirement Fund 20 $4,225
Paducah Firemen’s Relief & Retirement Fund 20 $3,309
Cooper Volunteer Firemen’s Relief & Retirement Fund 34 $3,042
Olney Firemen’s Relief & Retirement Fund 55 $2,140
Arlington Firemen’s Relief & Retirement Fund 4 $1,852
Three Rivers Firemen’s Relief & Retirement Fund 20 $1,780
Kenedy Volunteer Firemen’s Relief & Retirement Fund 26 $1,030
Ralls Firemen’s Relief & Retirement Fund 19 $893
Memphis Firemen’s Relief & Retirement Fund 18 $824
Beeville Firemen’s Relief & Retirement Fund 46 $818
Gatesville Volunteer Firemen’s Relief & Retirement Fund 14 $757
Chillicothe Firemen’s Relief & Retirement Fund 38 $653
Winters Firemen’s Relief & Retirement Fund 44 $614
Junction Firemen’s Relief & Retirement Fund 40 $512
McLean Firemen’s Relief & Retirement Fund 15 $469
Pittsburg Firemen’s Relief & Retirement Fund 7 $322
Ennis Firemen’s Relief & Retirement Fund 2 $219
Cisco Firemen’s Relief & Retirement Fund 36 $185
Port Lavaca Firemen’s Relief & Retirement Fund 14 $80
Mount Pleasant Firemen’s Relief & Retirement Fund 10 $70
Robstown Firemen’s Relief & Retirement Fund 8 $59
Karnes City Firemen’s Relief & Retirement Fund 4 $46
Throckmorton Firemen’s Relief & Retirement Fund 26 $20
Grapeland Firemen’s Relief & Retirement Fund 40 $18
Benavides Firemen’s Relief & Retirement Fund 4 $0
Bowie Volunteer Firemen’s Relief & Retirement Fund 36 $0
Clifton Firemen’s Relief & Retirement Fund 42 $0
Cockrell Hill Firemen’s Relief & Retirement Fund 8 $0
Donna Firemen’s Relief & Retirement Fund 38 $0
Eden Firemen’s Relief & Retirement Fund 15 $0
Granger Firemen’s Pension Fund 5 $0
Hamlin Firemen’s Pension 9 $0
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Volunteer TLFFRA Systems Membership Total Assets
Hemphill Firemen’s Relief & Retirement Fund 11 $0
Jacksboro Volunteer Fire Department 25 $0
Lampasas Firemen’s Relief & Retirement Fund 13 $0
Leonard Volunteer Firemen’s Relief & Retirement Fund 32 $0
McGregor Firemen’s Relief & Retirement Fund 27 $0
Muenster Volunteer Firemen Relief & Retirement Fund 35 $0
Rockdale Firemen’s Relief & Retirement Fund 54 $0
Stephenville Firemen’s Relief & Retirement Fund 15 $0
Sulphur Springs Firemen’s Relief & Retirement Fund 5 $0
Tulia Firemen’s Relief & Retirement Fund 26 $0
Weatherford Firemen’s Relief & Retirement Fund 8 $0

These tables reflect 117 TLFFRA systems, and leave out some of the other TLFFRA systems that the Pension Review Board reports are
closed and not accepting new members. By comparison, the Office of Fire Fighters’ Pension Commissioner reports 121 TLFFRA systems are open

to new members.
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APPENDIX C

Historically Underutilized Businesses Statistics
2009 to 2011

The Legislature has encouraged state agencies to increase their use of Historically Underutilized
Businesses (HUBs) to promote full and equal opportunities for all businesses in state procurement.
'The Legislature also requires the Sunset Commission to consider agencies’ compliance with laws and
rules regarding HUB use in its reviews.!

'The following material shows trend information for the Office of Fire Fighters'Pension Commissioner’s
use of HUBs in purchasing goods and services. The Office maintains and reports this information
under guidelines in statute.? In the charts, the flat lines represent the goal for HUB purchasing in
each category, as established by the Comptroller’s Office. The diamond lines represent the percentage
of Office spending with HUBs in each purchasing category from 2009 to 2011. Finally, the number
in parentheses under each year shows the total amount the Office spent in each purchasing category.

'The Office has consistently missed HUB goals in two categories. From fiscal year 2009 to 2011, none
of the Office’s spending for professional services was with HUBs, and its HUB spending for other
services was well below the statewide goal. The Office claims that it does not meet these goals because
of the specialized nature of the professional and other services it acquires, and the fact that many of
its vendors are out of state, making them ineligible to become HUB certified. Also, in fiscal year 2011
the Office only had two contracts listed under professional services, limiting the agency’s opportunities
to choose HUB vendors, and one of these was its accountant, which is out of state. The Office’s
experience with HUB spending in these categories is comparable with the experience of the Employees
Retirement System, though it lags behind the experience of the Teacher Retirement System.

Professional Services
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None of the Office’s spending on professional services was with HUBs.
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Other Services
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Purchases for other services fell significantly below State purchasing goals.

Commodities
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'The Office exceeded State purchasing goals for commodities each fiscal year.
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APPENDIX D

Staff Review Activities

During the review of the Office of Fire Fighters’ Pension Commissioner, Sunset staft engaged in the
tollowing activities that are standard to all Sunset reviews. Sunset staft worked extensively with Office
personnel; attended meetings of the Texas Emergency Services Retirement System Board of Trustees;
met with staff from key legislative offices; conducted interviews and solicited written comments from
interest groups and the public; reviewed Office documents and reports, state statutes, legislative reports,
previous legislation, and literature; researched the organization and functions of similar state agencies
in other states; and performed background and comparative research using the Internet.

In addition, Sunset staft also performed the following activities unique to this agency.

e Attended educational conferences for the Texas Local Fire Fighters’ Retirement Act and the Texas
Association of Public Employee Retirement Systems.

e Interviewed,and surveyed, members of Texas Local Fire Fighters’ Retirement Act boards of trustees
and members of the Texas Emergency Services Retirement System Board of Trustees.

e Interviewed staff of the Office of the Attorney General, Comptroller of Public Accounts, Legislative
Budget Board, and state retirement systems.

e Interviewed professionals with expertise in the Texas Local Fire Fighters’ Retirement Act and
Texas Emergency Services Retirement System.
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