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Why Fact Sheets?

« Update to previous fact sheets.

« Simpler “infographic” format.

« Education tool for plan
participants, policymakers and
stakeholders on complex
pension issues, funding and
benefits.

AARP IN THE SNAPSHOT: Employees'
STATES Retirement System of Alabama

The Emplayees Retirement System of Alabama (£35) provides berefits to state employees, state police,
and, an an elective basis, to employees of political subdivsons

The ERS Pension Works for Alabama Stakeholders

he sperding by retired public

quality service to citizens.
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Pensions Cost Half as Much as a 401(k) Plan
Pensions can peovide the same benefit as 2 401(k) retirement account at about half the cost because
of the following key factors:

10% 1% 27% 48%

aso = N\ 2
Wy ~(® o hw - 3
coet s3ings cost svings from costsnvingsdueto total cost
fam pocling optimal asset higher returns and savings

crgevity risk alocaticn lower foes

AARP  ENRIA (| wosin
AN Eshacone Loenmanity — .

feal Possibilties



Interactive U.S Map to
Download Fact Sheets

P

S¥EnN.., o
G s
R SATARND
. - ua:,a I ::s:;“:: an ;Q;S;N;m OIIE:];; s are not included in this study.

https://www.nirsonline.org/resources/nirs-fact-sheets/

B0BE66




Up to 5 Fact Sheets for States

*Fewer for some states depending on state

SNAPSHOT: Employees’
Retirement System of Texas

BY THE NUMBERS: Employees’
Retirement System of Texas

SNAPSHOT: Teacher
Retirement System of Texas

BY THE NUMBERS: Teacher
Retirement System of Texas

AARP IN THE Why Pensions Work
STATES for Texas and Teachers




Fact Sheet 1 — Snapshot

State Retirement System

AARP IN THE SNAPSHOT: Employees’
STATES ) Retirement System of Texas

* Employees’ Recirerent Systess of Texas (ERS) provides benefits 1o qualfhied employees of state

e H oW d oes th e reti rement e Mevoptorbpteeet b ek et

T’he ERS Pension Works for Texas Stakeholders
system help stakeholders? N
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 Where does the money to
fund the retirement system
come from?

Pensions Cost Half as Much as a 401(k) Plan

Pensions Can provide the same Benefit &s a 4010 retirement aCCount 3t abOWt hall the Cost because

* How much savings come o e o+ o= B
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Fact Sheet 1 —Snapshot

State Retirement System

Retirement system key facts.
Funding history

o Money system holds

o System contributions history

Summary of pension changes.

State Pensionomics data.

Texas ERS serves 146,390 active employees and 103,758 retired
members and survivor beneficiaries.

New employees contribute 9.5% to ERS.

Employers contribute 9.5% to the fund for employees.

ERS [é;) The average monthly retirement tenefit for members is $1,728.

Key Facts 2] After a 30-year career, ERS will replace 69% of final average salary.

Historical ERS Funding Experience

Texas established long-term funding policies to
provide for the cost of public pension benefits.
The employee contribution is set by law and the
actuary calculates the employers’ contributions
each year. As of the end of its 2016 year, ERS had
5$26.6 billion in assets in the fund.

The Actuarially Determined Contribution {ADC)
is the amount needed to fund tenefits earned
in the year and to pay down the plans’ unfunded
actuarial accrued liability. Paying the full ADC each
year isimportant to ensure that the fund becomes
financially sound over time.

Texas Paid 72.7% of Weighted Average
Percent of ADC from FY2001-FY2015 for ERS

Texas Made Plan Changes to ERS in Recent Years

Following the global stock market crash in 2008-2008, Texas policymakers proactively made changes

1o ERS to ensure long-term sustainability. These included:

«  Fornewemployees in Groups 2and 3, their ERS benefits are lowered due to expanding the calculation
of average final salary and a reduction in early retirement benefits.

+  Employee contributions increased up to 9.5% of salary and future contributicns will increase

with employer cost.

The Economic Impact of Texas Pensions:

il $22 billion W
in economic output
generated by retirees
spending from public
pensions in Texas.

142,126 jobs

paying $7 billicn in wages
supported by retirees
spending from public

pensions in Texas. Texas.

$3.5 billion

in federal, state, and local tax
revenues generated by retiree
benefits and spending in

Al data coeme from Texirs, Pubilic Pans Duta, o the National letitute on Retrement Secutity

AARP in the States | Smapsh

mplopees’ Betirement System of Texas 2




Fact Sheet 2 — By the Numbers
State Retirement System

» Teacher system key facts. AARPINTHE  PUTHPRRpens

The Teacher Retitement System of Texas (TRS) provides a def sed Deneds (D8] penson
for teachers who do not participate in Social Security. It offers 3 modest but stable
u monthly income over & retiree’s Me. DB pensions help to recruit and retain experienced
. S O u rce S Of retl re m e n t teachers, who provide quaity education for our chidren. DB pension payments also
Support the states econonmy.
Key facts about the plan and its benefits:

system assets. Soarers | wtesn | 5109

Total active members of the After a 30-yeur careeyr, TRS wil Typical peasion beneft pad

Teacher Retirerment System etred TRS members each

of Texas.

Pensions are & good desl for taxpayers:
an ovees 3

« State Pensionomics data: e

J O bS The spending from the pension checks of the 393,914 retired public employees helps support:
1 $22 billion i 142,126 jobs | i $3.5 billion

" 00 Ut s paying those workers in Texas o federal wate, and local tax
O u t u t 57 bilkon in income. revenues based on benefits
and spending in Texas
Reven ue Pension benefits are & good desl for the economy t00:
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employens) In these plans supported $8.08 n —
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Fact Sheet 2 — By the Numbers
tate Retirement System

AARP IN THE BY THE NUMBERS: Teacher
STATES Retirement System of Texas Overview

Experditures made by retirees of state 2

loca! government provide a steady econ

es and thi
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1z
teachers, who provide qualty education for our chikdren. DS pension payments aho Plans.

Texas received 2 total of $13.9 billion in pension benefits from state and local penston

SUPpO the state’s econoeTy. The average pension benefit reccved was
$1,841 per mo:

st benefits provide retired

Kuy facts about the plan and its benefits: h or $22,094 per year. These

2 847,673 ¥ 69% W $1,949
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Larnings

The spending from the pension checks of the 393,914 retired public employees helps support: T‘xpayer Contribution Factor.
i i 142,126 jobs [ $3.5 billion Y &

" - K Ostput In Texas P

sl viate, and locs L
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ad spending i Texas.
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Source: NIRS, Pensionomics at htips://www.nirsonline.orq/resources/pensionomics-state-data/.




Fact Sheet 3 — Snapshot

eacher Retirement System

SNAPSHOT: Teacher
Retirement System of Texas

The Teacher Retirement System of Texas (TRS) provides benefits to qualified public education
employees, Teachers do not participate in Social Security.

The TRS Pension Works for Texas Stakeholders ° H OW d O eS te a C h e r ’ S

-

A LARRL) -
e n retirement system hel
Effective teachers are the fietaining experienced Pensions offer teachers the
cornerstone of education midcareer teachers boosts best path to retirement
quality, but teachers are student performance. Pensions security. They are cost- ?
underpaid. Pensions help help keep effective midcareer effective and provide modest S a e O e rS
schoels keep teachers and teachers in the classroom, lifetime income that will not "
compensate for low pay. ncreasing education quality. fun out

Taxpayers Only Pay a Small Part of Pension Costs

The funding of public employee pensions is ) Wh f
shared by employeas and employers. New TRS 19.9% e re a re S O u rce S O
employees contribute 7.7% of their pay into the Employer

fund. Over time, investment income earned by 63.8% g Contributions

N 163% retirement system funds?

1993 and 2014, taxpayers paid only 19.9% of the
Employee

cost of benefits.
Contributions

Pensions Cost Half as Much 401(k) PI
Pelevs':\i ::‘:mwzie sar'a\e b::'xlast:fouklazselivae-nw: a/.(wzﬂ'. alaaz.u half the cost bacause g H OW m u Ch d Oe S D B

of the following key facters:
10% 11% 27% 48%

- pension plan save?

Investment
Earnings
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cost savings cost savings from cost savings dueto total cost
from pocling optimal asset higher requrns and savings
longevity risk dlecation lower fees
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Fact Sheet 3 - Snapshot

Teacher Retirement System

Texas TRS serves 847,673 active employees and 393,914 retived

m— » Key facts about teacher

New employees contribute 7.7% te TRS.

N retirement syste m.

TRS (59 The average monthly retirement benefit for members is $1,949.

Key Facts EJ After a 30-year career, TRS will replace 65% of final average salary.

* Funding experience.

Historical TRS Funding Experience

Texas established long-term funding policies to

provide for the cost of public pension benefits.  Texas Paid 86.6% of Weighted Average

The employee contribution is set by law and the  Percent of ADC from FY2001-FY2015 for TRS
actuary calculates the employers’ contributions

each year. As of the end of its 2016 year, TRS had

. \
$738.8 billion in assets in the fund. V4 \
The Actuarially Determined Contribution {ADC) \
is the amount needed tc fund benefits earned I\\\

« Amount of assets system holds.

in the year and to pay down the plans’ unfunded
actuarial accrued liability. Paying the full ADC each

et - « History of system contributions.

Texas Made Plan Changes to TRS in Recent Years
Following the glebal stock market crash in 2008-2009, Texas policymakers proactively made changes
1o TAS to ensure long-term sustainability. These included:

«  Employee contributions for current members increased to 7.7% of salary and new teachers must P H
work longer to be eligible for normal retirement benefits. u I I l l I la ry O pe n S I O n C a n g eS -

The Economic Impact of Texas Pensions:

2 £ ;
A0 $22 billion | {jj; 142,126 jobs 1 $3.5 billion
in economic output paying $7 billicn in wages in federal, state, and local tax - -
generated by retirees supported by retirees revenues generated by retiree ([ ] S ta te Pen Slon OmICS d ata
spending from public spending from public benefits and spending in "
pensions in Texas. pensions in Texas. Texas.

All data come from Texas, Public Plans Data, o the National satitute on Retrement Secusity

AARP in the States | Snogshor: Teacher RBetirement System of Texas 2




Fact Sheet 3 — Resources
Teacher Retirement System

 What is Actuarial Determined Contribution (ADC)?

 How much of ADC paid each year?

Texas Paid 86.6% of Weighted Average
Percent of ADC from FY2001-FY2015 for TRS

110%
100%
90%
80%

70%
01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

Source: NASRA http://www.nasra.org/files/JointPublications/NASRA ARC Spotlight.pdf.

|Spotligg}7

The Annual Required Contribution

State Retirement Plans, FY 01 to FY 13
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NASRA Spotlight on Reforms to
State Retirement Systems

Increased Employee Contributions

Spotlight,

Significant Reforms to State Refirement Systems
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NASRA Spotlight on Reforms
State Retirement Systems

o

Texas

Teacher Retirement System of Texas
Types of Pension Changes
Increased Employee Contributions * Increased Age/Service Requirement
Overview

The Teacher Retirement System of Texas (TRS) administers pension, disability, health care, and survivor's benefits for school teachers and other employees of more than 1,300 edu-
cational institutions--school districts, community colleges, universities, and other educational entities throughout Texas. TRS also administers TRS-Active Care, a health insurance
program for more than 200,000 active members employed by school districts that elect to participate; and TRS-Care, a health care benefit for 200,000 retired TRS members and their
beneficiaries.

In 2013, the Texas legislature increased the percentage of salary employees must contribute toward their pension and required that newly hired teachers work longer to qualify for
an unreduced retirement benefit. These changes reduced the period in which the plan is expected to pay off its unfunded liabilities from infinite to 30 years.

Reform Detail

Year Affected Worker Groups Modifications

For current active members:

* Increased employee contribution rates gradually over 4 years, from 6.4% of salary in FY14 to 7.7% in FY17.

For new hires and unvested members as of 9/1/13:

* _ Estadlished a minimum age of 62 to qualify for normal (unreduced) retirement under the Rule of 80 {age and service add to 80).

Current active members;
2013 new hires and unvested
members as of 9/1/13

Adjusted - | '.; ,
Retiree \ | 'j

COLAs

-

Affecting New Hires Onty Il Affecting Current Employees & New Mires Affecting Retirees

Source: NASRA http://www.nasra.org//Files/Spotlight/Significant%20Reforms.pdf

13



Fact Sheet 4 — Resources
Teacher by the Numbers

AARP IN THE BY THE NUMBERS: Teacher
STATES Retirement System of Texas

Overview

Experxditures made by retirees of state and loc! government provide a steady econon

stirmuus to Texas communities and the state economy. In 2014, 624,889 residents of
The Teacher Reticement System of Texas (TRS) provides a dofised benefr: (D8] pension Texas received 2 total of $13.9 billion in pension benefits from state and local penston
for teachers who do not participate in Social Security. it offers a modest but stable
monthly income over & retiree’s Me. DB pensions help 1o reciuit and retain experienced
teachers, who peovide quaity education for our chidren. DB pension payments also
SUppPOM the states economy.

plans.
The average pe 1 benefi
$1,841 perm

modest benef

Ky facts about the plan and its benefits:

2 847,673 ¥ 69% &y $1,949

Total actve members of the After a 30-yeur career, TRS will Typica pension benedt pad
Teacher Retherment System replace 6% of

safety personnel, and others who served the

during th

orking caree

ome to

Oyees 10 retred TRS members sach
of Texas pre-retirement Income — and month,

ment.

MO SO Securty benefitg

Between 1993 and 2014, 19.94% of Texass

pet

on fund receipts came from employer
Penslons are & good deal for taxpayers:

Funding of teact er perioet It thared by ergioyees 3nd

19.9% contribut
Employer
g Contributions

16.26% from employee contributions, and 638096 from investment

rarmmnygs.” Eamings on investments and employee contributs

not taxpayer based
cregicyors hew TRS emglayee: ’

ate 7.0% of thew

Py It the shan. Over time. irv secomeened  6.3.8% tributions—have historically made up the bulk of pension fund receipts.

by the plas does mast of e work. ) Ivestment 16.3%
1991 200 207 & Tapayers (emoiope Eamings £

mplopee
orly 19 o coes of pension boref Coned

The spending from the pension checks of the 393,914 retired public employees helps support: Taxpayer Contribution F! C(Of.
#1 $22 billion % 142,126 jobs | i $3.5 billion ) &

N SCONOMIC OLtDut in Tesas. paying those workers in Texas n federal, state, and local tax

§7

d on benefs
and spending In Texas

Sibon in income, revenues t

Pension benefits are a good deal for the economy 100: $1.00

Each  dollar “ewested” by Texas txepayers f 7 '! o ‘, i‘ y .
{employess) in these plass supported $8.08 n contributed by :expa',E‘s to e
ol eConomic activity in the state. s1 .00 $8.08 N

Texas pensions over 30 years total output
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Source: NIRS, Pensionomics at hitps.//www.nirsonline.org/resources/pensionomics-state-datay/.
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Fact Sheet 5

Why Pensions Work for Taxpayers, Teachers

Pensions Reduce Teacher Turnover and Save Money
AARP IN THE Why Pensions Work

Experienced teachers are better teachers. DB pensions help to retain highly productive teachers longer,
SI‘Am . for Texas and Teachers as compared with individual defined contribution (DC} accounts. Moreover, the cost of teacher turnover

s quite high, both in terms of financial cost and loss of preductivity te the school district.

Pensions Help Deliver Quality Education in Texas 7.3% 3,235 $14.1Bt0 $30.7B

o o =
Defined benefit (D) persions play & fundamental sole In retair gh-quality, experienced teachers {L,)J EFTHJP E@E
n the dassroom. These effective, teachers are the ™ tant schook-based element
that provides Qualty educational outcores for Gur Chidner Percentage of teachers who The number of teachers The DB system savings in
leave education in Texas. retained each year due tothe teacher turnover costs in
A wide Dody Of academic research on teacher Droductivity finds that teachers become more effective DB pension. scheol districts across Texas.
With expenence. These studes O SUrate that xperenced teachens have students who achieve

ah

gher kevels, I ©

&L when experienced. mid-Caneer leachers are replaced Dy Inexperienced
TEAChers, OLher SUaChes Show Product

21008 ACross the school

Texas TRS serves BA7,673 active employees and 393,514 retired
members and survivor beneficiaries.

B pensions give sChools an effective 1oal 10 retaln Exparienced e
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hers. These berwfits provide WA

SO 10 K-1 2 students, This
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Anact and ¢ power studer

etial

The average monthly retirement benefit for members is $1,949.

TRS

=5 THS has $138.8 billion in actuarial value of assets and $35.5 billicn
Pensions Help to Bridge the Teacher Wage Gap Key Facts  ©J | funded actuarial accrued liabifty

Tp
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Fact Sheet 5 — Resources

Why Pensions Work for Taxpayers, Teachers

Economic
Policy

AARP IN THE Why Pensions Work Institute
STATES for Texas and Teachers

Pensions Help Deliver Quality Education in Texas . . .
\/J-':tl Senefit (D8 pensons play ,. "“‘:v’h‘ v .nl: 'n‘: .’ v:/_“(':Ji J:j_“ f}::;.v u_v:,.:‘. ':.:ly:\ rl ll(l t(lzl('lh(lr l)zl." gill) ls “‘I(l(‘r
than ever
el arlunt hae st wie: ackirrs Teachers' pay continues to fall further behind pay of
rhenced. mid-Career teachers are replaced by Inexperienced Compa,abk; workers

teachers, other studies show ProduCtivity EA0gs ACross the ¢

that provides Guality educatonal OutCors for Sur Chi

A wite Doddy Of academic reusanch 0N Leacher pro

with experience. Thes
at hgher levels, In w

Report « By Sy A Alogreno and Lawrence Mshal « August 3. 20%

D8 persions ghve schodls an effect LEn experien:

teachers an

ty education 10

he erosion of teach

al the mose img
wages of smilyr college educated workers, widens for more experienced teachers

5. Becau:

CssIooms and empower Wudents 1o achieve

W teachers DB p

their highest potential

Pensions Help to Bridge the Teacher Wage Gap o

QIR 1N COMPErmation 10 11 Parcent, In Texas, TOachins ex2arince 3 27% wage Gap whan Companed o
other college graduates in the workdorce.”

™ the teacher
teacher  Ofset - compensation
wage Gap by.. Gapto 1%

Americans undersiand that teacher pensions play an impornant role in retaining quality teachers
and In offsetting the impect of thelr lower salaries.

92% 92 percent of Americars 81% 81 percert of Americans
Sy pEeIont e 4 good agree that teachen
Way 90 recrut and retain deserve pergions to
Gualfiad tachers, COmpantate 1o lower pay’ . .
Win-Win:

Pensions Efficlently Serve American Schosls axc

remant Security

AARP  ENRTA 4 :

oal "osuibeinties




Fact Sheet 5 — Resources

Why Pensions Work for

Taxpayers, Teachers

Pensions Reduce Teacher Turnover and Save Money
Experienced teachers are better teachers. DB pensions help to retain highly productive teachers longer,
as compared with individual defined contribution (DC) accounts. Moreover, the cost of teacher turnower
s quite high, both in terms of financial cost and less of preductivity to the school district.!

7.3% 3,235 $14.1Bto0 $30.7B
e o,

The number of teachers The DB system savings in
retained each year due tothe teacher turngver costs in
DB pensicn. scheol districts across Texas.

Percentage of teachers who
leave education in Texas.

{ Texas TRS serves B47,673 active employees and 353,914 retired
WA members and survivor beneficiaries.

#L¢ New employees contribute 7.7% to the fund.

=¥ Employers contribute 7.7% te the fund.

[L'E' The average monthly retirement benefit for members is $1,949,

TRS
B TRS has $138.8 billion in actuarial value of assets and $35.5 billicn
Key Facts = inunfunded actuarial accrued liabilitys

The Economic Impact of Texas Pensions
$22 billion 142,126 jobs $3.5 billion

=
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spending from public public pensions in Texas. benefits and spending in
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