
Teachers’ Retirement Board 
100 N. Park Ave, Suite #110 

Helena, Montana 
Please see Note on Page 2 

AGENDA 
Friday, October 8, 2021 

OPEN MEETING 

All Times Are Tentative 

8:30 I. Call to Order

Action Items A. Adopt Agenda
B. Approval of Minutes – August 5, 2021

8:35 II. Public Comment

8:40 III. Actuarial Valuation

Discussion Items A. Actuarial Valuation – Cavanaugh Macdonald
1. July 1, 2021 Valuation Results

B. Public Comment

Action Items C. Adopt July 1, 2021 Actuarial Valuation Results

9:40 IV. Executive Director’s Report

Discussion Items  A. Executive Summary
1. Staff/Operations Update

B. Public Comment

9:45 BREAK 

10:00 V. Strategic Planning

Discussion Items A. Finalize 2021 Strategic Planning Summary & Commitment Worksheet
B. Public Comment

11:15  VI. Administrative Business

Discussion Items  

Information Item 

A. Investment Report – Shawn Graham
B. Financial Statements and Budget Reports – Nolan Brilz
C. NAPPA Report – Denise Pizzini
D. Tentative 2022 Meeting Dates – Feb 18, May 6, Aug 5, Oct 7, Dec 2
E. Public Comment

F. Next Meeting Date – December 2, 2021 (Thursday)
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11:30     VII. Board Training 
 
Discussion Items  A. Fiduciary Training 
  B. Public Comment 
 
 
12:10 VIII.  Applications and Benefit Adjustments 
 
Information Item    A.     Regular, Survivorship, Adjustment & Corrections 
 
 
 
12:15  IX. Legal Counsel’s Report  
 
Information Item  A. Summary of Legal Issues 
 
 
 
12:30 X.      Election of Officers 
 
Action Items    A. Election of Chair and Vice-Chair 
    B. Committee Appointments 

1. Budget & Audit Committee 
2. Personnel & Policy Committee 
3. Legislation & Litigation Committee 

 
 
12:35  XI.   Adjournment 
 
 
 
 
NOTE: This will be an in-person board meeting with limited seating available to the public due to social 
distancing requirements.  To join virtually, members of the public can request meeting login information 
by calling TRS at 406-444-0139 or by sending an email to TrsOutreach@mt.gov.  
 
 
The Teachers Retirement Board is pleased to make reasonable accommodations for any known disability that may 
interfere with a person's ability to participate in public meetings.  If you need an accommodation you must notify the 
Board (call 444-3134, e-mail Amber.Mullen@mt.gov, or write to P.O. Box 200139, Helena, Montana 59620) no later 
than 5 working days prior to the meeting to advise of the nature of the accommodation you need. 
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OPEN MEETING 
 
 
I. Call to Order 
 
Action Items A.  Adopt Agenda - Upon recognition of a quorum, a motion must be made to adopt the 

agenda.  If any Board member wishes to add new items or make any changes to the 
agenda, they must do so at this time. 

 
B. Approval of Minutes - Attached are the minutes from the August 5, 2021 board 
meeting. 
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Montana Teachers’ Retirement System Board Meeting 
August 5, 2021 

 
BOARD MEMBERS PRESENT  
Kari Elliott, Chair 
Scott Dubbs, Vice Chair 
Daniel Trost, Member 
Jeff Greenfield, Member  
Daniel Chamberlin (virtual) 
 
STAFF PRESENT 
Shawn Graham, Executive Director  
Tammy Rau, Deputy Executive Director (virtual) 
Denise Pizzini, Legal Counsel 
Nolan Brilz, Accounting/Fiscal Manager 
Darla Fitzpatrick, Communication Manager 
John Noble, IT Manager 
 
OTHERS PRESENT 
Jim Kerins, Communication & Management Services, LLC 
Sarah Piper, Montana Federation of Public Employees 
Mandy Rambo, Montana Department of Administration (virtual) 
Kathy Milodragovich, Montana Retired Educators Association (virtual) 
 
Call to Order 
Chairperson Kari Elliott called the meeting to order at 8:33 a.m. 
 
Adoption of the Agenda 

Chairperson Elliott requested a motion to adopt the agenda.   
 
Motion/Vote: Vice Chair Scott Dubbs moved to adopt the agenda and Member Daniel Trost 
seconded the motion. It was approved by all members present. 
 
Approval of Minutes 

Chairperson Elliott requested a motion to approve the minutes from the May 7, 2021 meeting. 
 
Motion/Vote:  Member Jeff Greenfield made a motion to approve the minutes as written. Vice Chair 
Dubbs seconded the motion, which was approved by all members present. 
 
Public Comment on Board Related Items 
Chairperson Elliott provided an opportunity for members of the public to comment on any public 
matter not on the agenda and within the jurisdiction of the Board.  
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Sarah Piper of MFPE appreciated being asked to participate in the stakeholder survey and was 
pleased to help promote participation in the TRS member survey as well. 
 
Strategic Planning 
 
Long Range Planning 

Jim Kerins of CMS provided an overview of the strategic planning process, which now is familiar 
to Board members and has been used successfully for the last several years.  

Members of the Board agreed the current TRS mission, vision statement, and guiding principles 
remain valid and well crafted. No changes were recommended. Executive Director Shawn Graham 
then reviewed several important objectives on the commitment worksheet developed in the fall of 
2019 that TRS has achieved. Other objectives are of an ongoing nature and will be carried over to 
the 2021 commitment worksheet. Mr. Kerins complimented the Board and staff on accomplishing 
so much over the last two years, especially given the challenges imposed by the pandemic. 

Planning and budgeting for ongoing system maintenance and enhancements will be a focus area for 
discussion. The major phases of the M-Trust project were completed successfully, but further gains 
in productivity and service could be achieved through additional enhancements. Results from the 
recent member survey indicated a strong preference for automating more services and business 
processes, such as the retirement application process. While survey responses indicated that retirees 
are more likely to use My TRS (the secure online member portal), current educators generally have 
higher expectations for conducting business online. 

Mr. Kerins then reviewed the results of the TRS staff survey. Overall, staff are proud of low 
turnover, strong leadership and high level of expertise within the organization and the high-quality 
service they provide to members and employers. The group then reviewed and discussed survey 
results from external stakeholders, which also were largely positive and supportive. 

Public Comment 

Sarah Piper of MFPE said their members appreciate everything TRS does to keep their retirement 
system healthy.  

Strategic Planning – Continued 
 
After a short break, Mr. Kerins continued with a review of strengths, weaknesses, challenges and 
opportunities for TRS, and he made refinements to the list based on input from the group. Many of 
the items listed in each category came from Board, staff, and stakeholder surveys and will help TRS 
to prioritize goals and objectives over the next biennium. 

Public Comment 

There were no comments. 

At 11:48 a.m. the group adjourned for lunch. 
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Disability Applications 
 
Closed Meeting 
Executive Session to Discuss Disability Applications 

The meeting resumed at 1:00 p.m. and was closed to the public, as a disability applicant’s right to 
privacy clearly exceeds the merits of public disclosure.  

Deputy Director Rau presented three application for disability retirement benefits. 

Open Meeting 
The meeting was reopened at 1:15 p.m.  

Motion/Vote:  Chairperson Elliott requested a motion on the disability retirement application for 
member L.E.B.  Member Greenfield moved to approve the application, which was seconded by 
Member Trost. It was approved by all members present. 
 
Motion/Vote:  Chairperson Elliott requested a motion on the disability retirement application for 
member J.B.N. Vice Chair Dubbs moved to approve this application and Member Greenfield 
seconded it. The motion was approved by all members present. 
 
Motion/Vote:  Chairperson Elliott requested a motion on the disability retirement application for 
member D.T.  Member Trost moved to approve the application and the motion was seconded by 
Vice Chair Dubbs. It was approved by all members present. 
 
Public Comment 

There was no public comment. 

Strategic Planning – Wrap-up 
 
Mr. Kerins reviewed the list of potential goals and objectives identified by the TRS management 
team prior to this meeting. Mr. Graham said that developing an online retirement application should 
be a high priority. John Noble, TRS IT manager, stated the Governor’s Office has an initiative 
called “Digital First” and this type of enhancement would fit that guidance well. After discussion, 
Board members offered support for including a reasonable set of system enhancements in TRS’s 
annual budget request.  

Another TRS leadership priority is to modernize the TRS public website and secure online portals 
by applying what’s known as “responsive web design.” Rather than a static, menu-driven layout, a 
responsive website adjusts the display automatically for the type of device being used (e.g., cell 
phone or desktop computer). This will become more important as paper-based processes are 
converted to online services. 

The group discussed a number of other business process improvements, communication objectives, 
and outreach opportunities for Board and staff. As in previous years, some respondents to the 
stakeholder survey would like TRS to loosen existing limitations on working retirees. Mr. Graham 
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asked whether the Board was interested in examining what other states are doing, such as offering 
phased retirement programs or otherwise allowing employers greater flexibility in hiring retirees 
into positions reportable to the retirement system. The Board’s duty is to protect the stability of the 
system and they want to be well prepared for any legislative pressure to adopt such changes. 

Mr. Kerins will consolidate the goals and objectives discussed today into a strategic planning 
document and commitment worksheet for final Board approval at the October 2021 meeting. 

Public Comment 

There was no comment. 

Administrative Rule Review 
 
Review Proposed Rule Revisions 

Chief Legal Counsel Denise Pizzini reviewed a list of proposed revisions to TRS Administrative 
Rules. These revisions are being made to reflect changes made in statute as well as to clarify TRS’s 
application of law. Upon Board approval, the rules will be published in the Montana Administrative 
Register for public comment.  

Public Comment 

Sarah Piper of MFPE thanked Ms. Pizzini for reviewing these rule changes, as MFPE staff do 
receive related questions from their membership. 

Motion/Vote:  Member Trost moved that the Board adopt the proposed rule revisions. Vice Chair 
Dubbs seconded the motion, and it was approved by all members present.  
 
Administrative Business 
 
Tentative 2021 Meeting Dates 

Tentative dates for the remaining meetings in 2021 are October 8 and December 3, 2021. The 
October 8 meeting was confirmed, and a request was made to move the December meeting to 
Thursday, December 2, 2021. 
 
Public Comment 

There were no comments. 

Next Meeting 

The next meeting will be held Friday, October 8, 2021. 
 
Adjournment 
 
With no other business before the Board, Chairperson Elliott requested a motion to adjourn.  
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Motion/Vote:  Member Greenfield moved to adjourn the meeting and Member Trost seconded it. 
The motion carried and the meeting was adjourned at 3:08 p.m. 
 

  Chairperson          

  Executive Director       
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II.  Public Comment 
  
Information Item  A.  Public comment on Board Related Items.  This is an opportunity for the public to 

comment on any public matter that is not on the agenda of the meeting and is within the 
jurisdiction of the Teachers' Retirement Board.  However, the Board may not take action 
on any issues raised unless it is included on the agenda and public comment has been 
allowed.  If issues are raised that would require Board action, the issue would need to be 
included on the agenda for a future meeting.  “Public Matter” does not include disability 
applications, or contested cases and other adjudicative proceedings.  
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III. Actuarial Valuation 
 
Discussion  Items A.  July 1, 2021 Actuarial Valuation– Todd Green from Cavanaugh Macdonald (CM) will 

be present at the Board meeting to discuss the results of the July 1, 2021, actuarial 
valuation.   

 
We will have hard copies of the valuation available for each Board member at the meeting.  
The valuation can be viewed prior to the board meeting by following this link:   
https://trs.mt.gov/miscellaneous/PdfFiles/Information/ActuarialValuations/2021_TR
Svaluation.pdf 

 
 According to the results, TRS amortizes in 24 years as of July 1, 2021, and is 71.43% 

funded.  This represents a decrease in the amortization period of five years versus our 
previous valuation and an increase in the funded status of 2.59%.  This favorable decrease 
to the amortization period and increase in the funded status of the plan is primarily due to 
higher than anticipated return on investments.     

 
As you know, our actuarial investment return is smoothed over a four-year period so our 
27.73% market rate of return for FY 2021 is combined with an 2.72% return for FY 2020, 
5.69% return from 2019, and a 8.82% market rate of return from 2018 to come up with an 
actuarial rate of return for the July 1, 2021 valuation of 10.68% which is higher than the 
assumed rate of 7.50%.  This stronger than anticipated actuarial rate of return results in a 
decrease of our Unfunded Actuarial Accrued Liability from $1,965,960 to $1,846,873.  
The market value of TRS assets now exceeds $5.1B.       
 

 As stated earlier in this section, the actuaries will be at our October 8th meeting to present 
the results of the valuation in person but if you have any questions beforehand, please feel 
free to give me a call and if I can’t answer your question, I’ll reach out to Todd to get the 
answer. 

       
 B.  Public Comment - This is an opportunity for any member of the public to comment on 

the actuarial valuation. 
 
 
Action  Items: C.  Adopt July 1, 2021 Valuation Results: Staff recommends that the Board adopt the July 

1, 2021 valuation results.    
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IV. Executive Director’s Report 
 
Discussion Items A.  Executive Summary:  
  

1. Operations Update:  TRS Staff fully transitioned to on-site work by September 7th 

as directed by the Governor’s Office. We have had a few situations since 
September 7th where staff members have been required to work remotely for 
several days due to COVID 19 quarantines; however, we have not had an outbreak 
attributed to the TRS workspace.  Staff resumed in-person counseling with our 
members in June for retirement planning purposes and they continue to meet in-
person with TRS members on a daily basis.   

2. Staff Update:  Alyson Russell joined TRS as a Retired Payroll Benefit Specialist 
on July 6th. Alyson was hired to replace Shannon Buswell who took a job with 
another state agency.  Please join me in welcoming Alyson to the TRS Team.  TRS 
is in the process of advertising for our new Auditor position.  We conducted a first 
review of applicants and conducted interviews on September 15th; however, we did 
not have a candidate with the work/education experience we are looking for. The 
position appears to be posted at the appropriate pay range, but the applicant pool 
was very small (only 3 candidates) so we will leave the position open until filled 
and review new applications every two weeks.       
  

 
B.  Public Comment: Opportunity for any member of the public to comment on the 
Executive Director’s Report.   
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V. Strategic Planning 
 
Discussion Items A.  Finalize Strategic Planning Summary and Commitment Worksheet– I have attached a 

copy of the 2021 Strategic Planning Summary and Commitment Worksheet for your 
review and consideration prior to our meeting.  This version of the summary includes 
Board input from our August 5th meeting as well as additional input from the TRS 
Management Team’s as a result of our meeting with Jim Kerins on September 21st.  Jim 
will be at our meeting on October 8th to facilitate a final review/edit of the summary 
document and to make sure we document specific action items for completion in the 
commitment worksheet.         
 

 B. Public Comment – Opportunity for any member of the public to comment on the 
Strategic Plan Summary and Commitment Worksheet.   
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2021 STRATEGIC PLANNING SUMMARY 
 

September 2021 
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THE MONTANA TEACHERS’ 
RETIREMENT SYSTEM 

 

 

  

 

 

 

 

 

 Communication and Management Services, LLC 
Jim Kerins, Managing Consultant 
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PO Box 1251 
Helena, MT  59624 

 

Tel: (406) 442-4934 
Fax: (406) 442-9573 

Email: jkerins@mt.net 
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Introduction 
The Montana Teachers’ Retirement System (TRS) Board met on August 5th, 2021, to evaluate 
and update the agency’s strategic plan.  The Board assessed and confirmed the TRS mission, 
vision, and guiding principles.   
 
The planning session included a review of previous strategic planning efforts, evaluation of 
agency progress on strategic goals and objectives, and discussion of federal regulatory issues, 
potential actuarial changes, and recent state legislation.  The Board’s planning effort included 
careful consideration of survey responses from members, affiliate organizations (i.e., the School 
Administrators of Montana, Montana Federation of Public Employees, Montana Rural Education 
Association, and Montana Association of School Business Officials), and TRS staff and 
leadership.  Based on this information, the Board updated the agency operational and 
environmental assessment and established strategic goals and objectives for the 2021 – 2023 
timeframe. 
 
The following participants attended the strategic planning meeting: 

• Kari Elliott Board Chair (active member) 
• Scott Dubbs Vice Chair (active member) 
• Jeff Greenfield Board Member (retired member) 
• Daniel Trost Board Member (public member) 
• Daniel Chamberlin Board Member (public member) 
• Shawn Graham Executive Director 
• Tammy Rau Deputy Executive Director 
• Nolan Brilz Accounting/Fiscal Manager 
• Darla Fitzpatrick Communications Manager 
• John Noble Information Technology Manager 
• Denise Pizzini Chief Legal Counsel 
• Sarah Piper Director of Research, Montana Federation of Public 

 Employees 
• Jim Kerins Communication & Management Services, LLC, Facilitator 

 
Background 
The TRS Board has invested in an established and ongoing process of identifying goals and 
objectives. Strategic planning efforts and achievements in recent years include the following: 
 
Timeframe TRS Board 

Efforts 
Achievements 

2009 Met with 
stakeholders for 
initial strategic 
planning  

Completed an operational and environmental assessment, 
defined the mission statement and guiding principles, and 
established goals and objectives. 

2010-2013 Implemented the 
strategic plan 
 
 

Developed and implemented a coordinated outreach 
program, evaluated design alternatives to ensure the long-
term stability of the system, hired an Executive Director, 
and developed staffing plans. 
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Background (continued) 
Timeframe TRS Board 

Efforts 
Achievements 

2014 Met with staff 
and partners for 
strategic planning  

Updated the operational and environmental assessment, 
affirmed the mission and guiding principles, developed a 
vision statement, and updated goals and objectives. 

2015 –2016 Implemented the 
strategic plan 

Implemented Governmental Accounting Standards Board 
requirements and a disaster recovery and business 
resumption plan, improved workplace efficiency, and 
developed information systems including M-Trust 

2017 Met with staff 
and partners for 
strategic planning  

Affirmed previously established language and created 
goals including:  
• Maintain an actuarially sound “qualified” retirement 

plan. 
• Sustain a high-performance workforce through staff and 

Board development, innovative leadership and 
management strategies, and expansion of organizational 
capacity. 

• Expand system communication efforts to increase 
member and employer knowledge and involvement, to 
educate stakeholders, and to foster support. 

2017 - 2019 Implemented the 
strategic plan 

Transitioned to new office space and improved operations, 
workflow, services, outreach, customer service and 
recordkeeping. 

2019 Met with staff 
and partners for 
strategic planning 

Affirmed the previously established operational and 
environmental assessment goals and developed  
new objectives. 

2019 - 2021 Implemented 
strategic plan 

Completed Risk Analysis Report and tax qualification 
review, continued enhancement of the M-Trust system, 
implementation of automated member services, the sale of 
the former TRS building, implementation of clarifying 
legislation, and expanded member outreach and education. 

2021 Met with staff 
and partners for 
strategic planning 

Developed the 2021 objectives summarized in the 
following document. 
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Mission, Vision, Guiding Principles 
The Board affirmed the following Mission, Vision, and Guiding principles: 
 
Mission 
To promote long-term financial security for our members while proactively maintaining the 
stability of the system. 
 
Vision 
The Montana Teachers' Retirement System (TRS) is the trusted partner for retirement services 
and security.  TRS strives to earn the respect of our members, the public education community, 
and citizens of Montana.  We accomplish this by communicating effectively to our constituents, 
being responsive to their needs, and employing an effective and empowered professional staff 
and board well-versed in state and national issues impacting our members. 
 
Guiding Principles 
To earn the respect and trust of our members, we adhere to the following values: 

• High ethical standards 
• Honesty, integrity, and impartiality 
• Dignity, respect, and mutual support 
• Service excellence 

 
 

Operational and Environmental Assessment  
The Board reviewed and updated the 2019 Operational and Environmental Assessment during 
the 2021 Planning Session and considered regulatory issues, and stakeholder surveys to develop 
2021 goals and objectives.  Internal strengths and challenges as well as external opportunities 
and challenges were identified during the review.  
 
Internal Strengths  
Qualities enabling TRS to address issues and opportunities in a determined and effective way 
include: 
 
Staff  
• Employees are respected, experienced, dedicated, and knowledgeable.   
• Staff retention is high due to a positive work environment, Board workforce development 

efforts, and pay rates.  
• Workflow and staffing are easily adjusted to meet system needs and to improve capacity 

and service provision.  
• Cross-training within specific departments is common and positions are interrelated 

resulting in a strong understanding of others’ roles within the organization. 
• Management and employees are adaptable, as illustrated during the COVID-19 pandemic 

when most work was performed remotely using mobile technology 
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Internal Strengths (continued) 
 

Culture 
• The Board and staff demonstrate integrity and are willing to make tough decisions in the best 

interest of the system. 
• Leadership is effective and succession planning is valued. 
• Staff enjoy working with teachers and often receive positive feedback. 
• Board members have strong institutional knowledge. 

 
Communication 
• Internal and external communication is excellent, and problems are addressed effectively.  
• M-Trust has improved operational efficiency and its design and capacity will allow 

additional improvements to be made. 
• Prompt and courteous customer service. 

 

Training  
• Training is conducted for employers at MASBO events and by request.  
• High quality training is available for Board members and staff including NCTR, NAPA, 

GFOA, Prism, P2F2, etc. 
• Training is available for members at all stages of their career, including “TRS 101” for 

early- and mid-career members, and “Ready, Set, Retire!” for those approaching 
retirement. 

 
Infrastructure 
• TRS systems include full redundancy and backup capacity for disaster recovery using the 

state data center. 
• IT staff adhere to existing technology replacement and support plans.  
• TRS has effective workspace with individual offices.  

 
Member Benefits and Plans  
• Members don’t have to manage their own investments (defined benefit). 
• TRS is a qualified plan that meets IRS rules and is certified by the GFOA. 
• Two membership tiers help ensure the retirement system remains sound. 
• An automated process generates introductory letters to new members based on employers’ 

first report of wages and contributions. 
 
Partnerships 
• TRS leverages the expertise of outside agencies, organizations, and consultants including 

accountants and actuaries. 
• The Board and staff collaborate with other boards including MBOI and MPERA. 
• TRS receives support from the Montana Legislature. 
• The Board of Investments provides investment management and over time has provided an 

estimated rate of return of 8.1%. 
• TRS benefits from collaboration with organizations such as NCTR, NASRA, and NIRS. 
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Internal Challenges  
Vulnerabilities and limitations that are regarded as disadvantageous where TRS can leverage strengths to 
predict challenges and solve current problems include:  
 
Staff  
• Retirements and turnover could cause disruption.   

 
Communication 

• It is difficult to reach all constituents and ensure they are adequately educated about the 
system.  

• Benefits and programs are undervalued by legislators, members, and taxpayers due to a 
lack of understanding of the economic benefits of the plan to the State. 

• Communicating our mission is an ongoing challenge. 
• Members may not engage and take advantage of opportunities to educate themselves 

about the system.   
• Active, inactive, and retired members have differing communication needs. 

 
Training 

• It is difficult to provide training for school boards about the advantages of a defined benefit 
pension plan, and some boards may not consider themselves partners with TRS. 

• Members do not always understand the need for financial planning or the fact that their 
pension plan provides guaranteed benefits 

 
External Opportunities  
External opportunities suited to TRS strengths exist within situations or conditions that are 
favorable for goal attainment and advancement of the organizational success.   
 
External Partnerships 
• Maintain relationships with committed, valuable external partners as well as a large, 

engaged constituency that can be activated. 
• Develop constituent group resources and connections in partnership with MFPE and 

AFL/CIO, MTSBA, and the Montana Rural Education Association. 
• Engage stakeholders who have the capacity to collaborate and support the system. 

 
Training 
• Send more Board members to formal training on topics related to public pensions. to support 

development and create consistency. 
• Use resources such as NASRA, NCTR, and NIRS websites, reports, documents, etc. for 

Board and staff training. 
• Develop training for school board trustees and consider virtual delivery. 

 
Infrastructure  
• Improve or expand IT systems, access to new software and hardware, and develop 

operational efficiencies within the M-Trust system. 
• Develop data validation and audit processes. 

22



External Opportunities: Infrastructure (continued) 
• Increase audit and contracting capacity through staffing decisions. 
• Establish agreements and contracts for system support, modification, and enhancement 

beyond the current contract to support system enhancements and work process review and 
improvement. 

• Streamline workflow, redefine business processes (e.g., determinations and contested 
cases) and redefine roles to better utilize staff resources. 

• Ensure strategic plans address changing demographics and funding requirements. 
• Evaluate mandatory electronic funds transfer payments for employers, members, or both. 
• Evaluate an online retirement application system.  
• Increase use of My TRS including encouraging employers to distribute information to 

members and encouraging members to set up individual My TRS. 
 
Communication 
• Build on the quality communication program and expand public relations such as meeting 

with regional groups of superintendents and school board members alongside Board 
members. 

• Maintain a presence on national advocacy issues with agencies including the IRS and 
Social Security. 

• Identify and discuss competing ideas regarding retirement in the political environment and 
address organizations that provide inaccurate information regarding defined benefit 
pensions. 

• Advocate for appropriate and enhanced regulatory requirements. 
• Encourage the University System to adequately fund its participation in the program.  
• Educate employees and members about online security threats. 
• Survey members to engage individuals and elicit feedback for service improvements.  
• Manage perceptions to ensure public assumptions reflect reality and encourage trained 

representatives to perform local outreach. 
• Incentivize the teaching profession with a greater understanding of the value of defined 

benefits through career fairs and information to educational institutions. 
• Evaluate delivery of information virtually including videos informing new teachers that the 

system is not taking 8% of their salary, but rather, giving them an opportunity to contribute 
to a quality retirement plan. 

• Make internet-based resources available to members. 
• Share and illustrate the positive aspects and benefits of TRS on the state and local economy 

(e.g., during fiscal year 2021, TRS paid nearly $400 million in benefits, with more than 
$335 million paid to 13,930 recipients.) 

• Communicate the value of the retirement system helping to attract and retain quality 
teachers. 

• Attend the School Administrators of Montana and the Montana Association of School 
Business Officials meetings. 

• Strive toward more clear and concise communication with members. 
• Mitigate individual efforts to manipulate the system for personal gain. 
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External Challenges  
Disadvantageous limitations where TRS can leverage strengths to preemptively address issues: 
 
Advocacy 
• Legislation could adversely affect the system. 
• Inadequate funding for teacher wages creates pressure on TRS to provide additional 

benefits or to use the System as a supplemental plan. When membership or salaries do not 
increase, TRS falls behind in amortizing current unfunded liabilities.  

• Actual volatility may impact funding levels, unfunded liabilities, funding requirements, and 
investment returns. 

• Perceived volatility may impact public or policymakers’ perception. 
• The economic climate and market volatility are outside of TRS’s control.  
• Shifting demographics are resulting in longevity beyond current actuarial assumptions. 
• A decrease in property values would diminish revenue for governments and schools.  

Workforce 
• Teachers moving out of state or working in private or online schools can reduce the 

workforce contributing to TRS. 
• Education is becoming decentralized. 
• Teacher shortages will continue to increase pressure on TRS to reduce working retiree 

limitations. 
• Retirements among the Baby Boomer generation will cause workforce shortages that must 

be addressed. 
 
Operations 
• Evaluate emergency preparedness for non-IT issues. 
• Evaluate hiring of external consultants to ensure plan complies with applicable state and 

federal law and administrative rules to reduce the risk of failure to comply. 
 
Training 
• Take advantage of educational opportunities to maintain adequate Board training to reduce 

threats to success. 
• Provide staff guidance on policy compliance to reduce risk. 

 
Communication 
• New accounting methods may create employer sticker shock when net pension liability is 

calculated. 
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Goals and Objectives 
2019 – 2021 Goals Assessment 
The Board evaluated the 2019 – 2021 organizational goals and determined the goals are 
appropriate and capture current Board initiatives and direction: 

1. Maintain an actuarially sound “qualified” retirement plan in compliance with the Montana 
State Constitution and State and Federal laws and regulations governing such plans. 

2. Sustain a high-performance work culture and service excellence through staff and board 
development, innovative leadership, and management strategies, and expansion of 
organizational capacity. 

3. Continue and expand communication and outreach efforts to increase member and employer 
knowledge of and involvement with the system, to educate and inform other stakeholders 
about the system, and to foster support for the system. 

 
The Board evaluated the 2019 – 2021 Strategic Planning Commitment Worksheet and 
determined TRS met several key objectives: 
• Engaged consultants to complete a Risk Analysis Report to set reasonable parameters, 

establish a survey, satisfy regulatory requirements, and address legislative needs. 
• Engaged consultants to complete a tax qualification review documenting compliance of 

TRS law with federal tax qualification standards. 
• Participated in the annual Legislative Audit. 
• Successfully completed system support, modification, and enhancement projects and 

prioritized future system enhancements. 
• Improved internal documentation and business processes including M-Trust release notes 

and online help (ongoing). 
• Sold the former TRS building. 
• Prepared to hire an Auditor to develop internal and external audit capacity. 
• Continued the Board’s strategic planning and executive evaluation efforts. 
• Continued outreach efforts, including staff attendance at conferences, member outreach, 

improved M-Trust communication. 
• Updated and improved employer resources by improving the new hire process, providing 

regular employer communications, and identifying possible employer staffing changes that 
affect TRS. 

 

2021 Contemporary Issues and Surveys  
The Board evaluated additional information within the following four categories to draft 
approaches and goals for upcoming years:  
 
1. Federal regulatory issues including federal regulations related to the use of State and Local 

stimulus aide and public pensions, the Securing a Strong Retirement Act of 2021 HR295, 
Government Pension Offset, and the Windfall Elimination Provision. 
 

2. Actuarial Standard of Practice 4 makes potential changes to assumptions, amortization 
methods, smoothing, allocation procedure, reasonable actuarily determined contribution, and 
communication requirements. 
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2021 Contemporary Issues and Surveys (continued) 
3. Recent state legislation such as the 2021 House Bill 88, which clarified and made technical 

corrections to TRS law, and 2021 House and Senate Joint Resolution 8, which required an 
interim study of Montana’s defined benefit public retirement systems.  Additional 
information regarding State Legislation is found in Horizons, Volume 13, Issue 2 
https://trs.mt.gov/miscellaneous/PdfFiles/Newsletters/Horizons_v13n2_Jun2021.pdf 

 
4. Surveys of TRS stakeholders including the School Administrators of Montana, Montana 

Federation of Public Employees, and Montana Association of School Business Officials, 
TRS staff, and the TRS Board.  Significant statements considered by the Board include:  

 
“The world has changed in the last 18 months and online services are one of the biggest 

changes. If you don't keep up, you will fall behind.” – Staff Survey Response 
 

“Our communication is on point. Getting a new auditor position is exciting. Coming out of the 
lock down with some new ideas.” – Board Survey Response 

 
“Keep the plan strong and healthy. Fight off those who say retirement is not what we have 

earned and deserve.” – Board Survey Response 
 

“Providing a stable defined benefit retirement benefit to our educators who have committed their 
professional life to service to our children. Please seek flexibility in the system to allow 

member benefits to flow and help resolve the challenge of recruitment and retention of quality 
educators for Montana.” – Affiliate Survey Response 

 
Organizational Goals and Objectives 
The TRS Board established or updated the following objectives and goals based on the 
operational and environmental assessment, evaluation of organizational accomplishments, and 
consideration of contemporary issues and surveys: 
 
Goal 1: Maintain an actuarially sound “qualified” retirement plan in compliance with the 
Montana State Constitution and State and Federal laws and regulations governing such plans. 

 
Objectives:  
• Conduct periodic tax qualification reviews and maintain qualified plan status by ensuring 

the plan complies with the Federal Internal Revenue Code, state and federal law, and the 
Montana State Constitution.  

• Proactively address legislative initiatives through risk analysis, active participation in 
legislative studies and dissemination of accurate system information. 

• Eliminate the unfunded actuarial accrued liability and establish a stabilization reserve.  
• Provide a comprehensive annual financial report prepared in accordance with Generally 

Accepted Accounting Principles (GAAP) and applicable GASB standards. 
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Organizational Goals and Objectives (continued) 
 
Goal 2: Sustain a high-performance work culture and service excellence through staff and 
board development, innovative leadership and management strategies, and expansion of 
organizational capacity. 

 
Objectives:  
• Promote a work environment in which staff adheres to TRS principles: high ethical 

standards; honesty, integrity and impartiality; dignity, respect and mutual support.  
• Continue to develop and expand board and staff training and education to maintain 

knowledgeable and proactive leadership and expertise and identify ideas and opportunities 
to improve the system. 

• Identify, catalog, and prioritize potential information technology enhancements including 
addressing the online retirement application and preparing a responsive web design proof 
of concept as top priorities.  

• Continue business process improvements including workflow process and efficiency 
studies, enhancements, and documentation; streamlining processes for members; and 
leveraging technology. 

• Maintain TRS’s market and competency/performance-based pay systems to help attract, 
retain, and motivate competent employees who support the organization’s guiding 
principles.  

• Maintain formal strategic planning efforts to identify, prioritize and achieve goals and 
objectives that are in the best interest of the system. 

• Explore and implement staff training to enhance customer service. 
• Meet or exceed industry best practice standards (e.g., Government Finance Officers 

Association Certificate of Achievement for Excellence in Financial Reporting Program). 
 
Goal 3: Continue and expand communication and outreach efforts to increase member and 
employer knowledge of and involvement with the system, to educate and inform other 
stakeholders about the system, and to foster support for the system. 

 
Objectives: 
• Facilitate Executive Director and Board member attendance at school superintendent 

meetings and staff attendance at conferences and outreach opportunities. 
• Continue external communication including staff attendance at conferences. 
• Provide membership with retirement seminars, periodic newsletters and memos containing 

pertinent information in a timely manner.  
• Utilize technology to enhance communication with members and other constituents.  
• Develop employer resources and increase communication (e.g., an Employer Manual). 
• Continue member surveys to ensure TRS is responsive to member needs and to engage 

members in retirement planning. 
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Organizational Goals and Objectives: Goal 3 (continued) 
• Coordinate discussion of joint issues on topics relevant to multiple agencies (e.g., a 

meeting with TRS, the Montana Board of Investments and the Montana Public Employees 
Retirement Administration). 

• Maintain communication with national organizations to stay abreast of recent and on-going 
pension related issues and disseminate this information to policymakers and stakeholders. 

• Research retirement options and be prepared to inform policymakers on how options will 
impact the system and members.  

• Engage members in reviewing their retirement and service records and facilitate more 
active member involvement through online access. 

• Support efficient business processes through communication, training, and documentation 
such as employee desk manuals. 
 

Plan Implementation 
The Board concluded the 2021 strategic planning session by providing guidance to staff related to 
the implementation of the defined goals and objectives.   

 
Implementation steps for the upcoming biennium include: 

1. Develop a written work plan to implement Board-approved goals and objectives and 
document the plan in a Strategic Planning Commitment Worksheet. (attached) 

2. Establish specific action strategies to accomplish the objectives documented in the workplan 
and include these actions in staff performance objectives as appropriate. 

3. Provide regular updates to the Board on progress toward goals and objectives. 
4. Evaluate the plan and commitment worksheet regularly and update or modify the documents 

as needed. 
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TRS 2021 – 2023 Strategic Planning Commitment Worksheet 
 

Goal/Objective 
Outcome 
(measure) 

Priority/ 
Timeline 

Responsible 
party/coordinator 

Resources 
Required 

Maintain an actuarially sound qualified retirement plan 
Conduct periodic tax qualification reviews (every 5 years) to support our goal 
of maintaining an actuarially sound “qualified” retirement plan using the 
established process and experts. Discontinue if IRS resumes doing 
qualification letters. 

Documented compliance 
with the Montana State 
Constitution and State 
and Federal laws and 
regulations. 

Every 5 
years/begin in 
FY2021 (next 
review 
FY2026) 

Executive Director 
Chief Legal Counsel 

Contract legal fees.  
Tax counsel 
services. 

Maintain an actuarially sound qualified retirement plan 
Address any issues resulting from Pension Study Group.  Actively participate 
in pension study.  Be responsive to Pension Study requests. 

Well-informed policy 
makers. 

FY2022 & 
FY2023 

Executive Director 
Chief Legal Counsel 
Board 

Staff time, actuarial 
service fees. 

Maintain an actuarially sound qualified retirement plan 
Conduct an experience study for the five-year period ending July 1, 2021. 

Updated actuarial 
assumptions. 

May 2022 Executive Director 
Board 

Contracted actuarial 
service fees. 

High-performance work culture and service excellence 
Identify, catalog, and prioritize potential information technology (IT) 
enhancements. Conduct periodic IT enhancement planning and budgeting 
Board sessions to discuss budget parameters for additional IT investment.  
The Board will provide guidance on the level of investment in the system.  
TRS will consider system maintenance as an ongoing budget item to keep 
systems up to date and ensure business continuity. 

Automation and improved 
processes. 
Specific budgets and 
defined level of 
investment in IT systems. 

Ongoing Board, M-Trust Steering 
Team 

Staff time, contractor 
fees. 

High-performance work culture and service excellence 
Identify metrics for certain enhancements where appropriate (not necessarily 
for every required enhancement).  Metrics can illustrate the return on 
investment (not all enhancements will be cost effective, but rather 
necessitated by member convenience or regulatory compliance). 

Metrics illustrating return 
on investment for specific 
IT enhancements. 

Ongoing M-Trust Steering Team Staff time. 

High-performance work culture and service excellence 
Implement online retirement application (ORA) functionality. 

Member ability to apply 
for retirement online. 

FY2023 
planning M-Trust Steering Team Staff time, contractor 

fees. 
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Goal/Objective Outcome 
(measure) 

Priority/ 
Timeline 

Responsible 
party/coordinator 

Resources 
Required 

High-performance work culture and service excellence 
Develop a responsive web design proof of concept in the test 
environment. Responsive websites dynamically change their appearance 
depending on the screen size and orientation of the device used (i.e., 
when the user accesses the website, it determines and renders itself 
based on the device type). 

Responsive web design 
prototype for review by 
TRS and Board. 

FY2022 – FY2023 

Information Systems 
Manager and 
Communications 
Manager 

Staff time. 

High-performance work culture and service excellence. 
Continue business process improvements and workflow documentation 
while building online processes to achieve a paperless process with a 
priority on major business processes e.g., the Online Withdrawal 
Application (OWA) and Online Retirement Application (ORA). 

Automation and 
improved processes. 

Ongoing 
OWA FY2022 
ORA FY2023 
(planning) 

M-Trust Steering Team Staff time, contractor 
fees. 

High-performance work culture and service excellence. 
Develop procedural documentation for each team. 
 

Improved internal 
documentation and 
business processes. 

Ongoing 
 

Management Team 
(and staff documenting 
business processes) 

Staff time, (possible) 
contractor fees. 

High-performance work culture and service excellence. 
Continue with a formal strategic planning every 2 years. 

Comprehensive and 
timely strategic goals. Ongoing 

Management Team 
Board 

Staff/Board time, 
contractor fees. 

High-performance work culture and service excellence. 
Acquire training and remote notary certification for benefit staff to provide 
an additional service to members and as a time saving measure 
(projected increase in electronic notarizations). 

3 Benefit Officers with 
Notary Certification. FY2022 

Deputy Executive 
Director 
Active Team 
Supervisor 

Staff time, training 
fees. 

High-performance work culture and service excellence. 
Explore mandatory Automated Clearing House (ACH) transfers for 
employers and other business process improvements e.g., direct deposit 
for members.  Research options & provide recommendations. 

Recommendation to 
Board on mandatory 
ACH. 

FY2022 TRS Management 
Team Staff time. 

High-performance work culture and service excellence. 
Update TRS Pay Plan to fully implement Broadband Pay Plan 025 
changes. 

Updated pay plan. May 2022 
Executive Director, 
Deputy Executive 
Director 

Staff time. 
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Goal/Objective Outcome 
(measure) Timeline Responsible 

party/coordinator 
Resources 
Required 

Communication and outreach (public relations). 
Coordinate Executive Director and Board member (contingent on location 
and availability) attendance at School Superintendent meetings in non-
legislative years. 

Increased 
communication to 
Superintendents. 

Fall 2021 
Spring 2022 

Executive Director and 
Board (gauge Board 
interest/availability) 

Executive Director 
and Board time and 
travel. 

Communication and outreach (public relations). 
Continue external communications including staff attendance at the 
annual educator conference, legislator education and outreach, 
coordination with MFPE, and attendance at MASBO and SAM 
conferences. 

Continued or increased 
staff attendance at 
strategic events.  

Ongoing Management Team & 
Active Team 

Staff time and travel 
expense. 

Communication and outreach (member communication). 
Reach out to members in a manner that is timeline- and status-oriented 
(e.g., new members, vesting, pre-retirement, etc.). Utilize M-Trust to 
generate mailings when possible. 

Strategic 
communications 
informing members 
about TRS at 
appropriate stages.  

Ongoing Management Team 
Staff time and 
mailing, printing, and 
related items 

Communication and outreach (member and employer communication). 
Continue to promote communication with members and employers about 
system functions, improvements, processes and transactions.   

Strategic promotion of 
online services.  Ongoing Communication 

Manager 

Staff time and 
mailing, printing, and 
related items. 

Communication and outreach (member communication). 
Continue with Member Surveys to inform our strategic direction, increase 
retirement awareness, and promote engagement. 

An informed and 
engaged constituency. 

At least every two 
years. 

Communication 
Manager Staff time. 

Communication and outreach (operational communication). 
Explore discussion of joint issues on topics relevant to multiple agencies 
(e.g., a meeting with TRS, MBOI and MPERA). 

Determine level of 
interest and timeframe 
for discussion. 

FY2023 Executive Director Staff and Board time. 

Communication and outreach (operational communication). 
Research retirement options (e.g., working retirees, phased retirement) to 
prepare research and recommendations on whether the options will benefit 
Montana. Prepare to speak to the pros and cons of options to the 
Legislature.  Conduct a study to identify options that might make sense for 
Montana. 

Recommendation to 
Board. FY2022 – FY2023 Executive Director 

Chief Legal Counsel Staff time. 
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VI. Administrative Business

Discussion Items A.  Investment Report – Shawn Graham will report on the recent activities of the BOI. 
The attached report from BOI shows our investment returns through August 31, 2021.  
TRS posted a strong 2.28% net return for the month of August. Our net ITD return is now 
8.24% which is 0.74% higher than our assumed rate of 7.50%.      

B. YTD Financial Statements and Budget Reports – Attached for the Board’s information 
are the fiscal reports thru August 31, 2021.  Nolan Brilz, Accounting Manager for TRS, 
will present the budget reports and answer any questions you might have.

C. NAPPA Report – Denise Pizzini will provide a verbal report to the Board regarding her 
virtual NAPPA annual conference in June of 2021.

D. Tentative 2022 Meeting Dates – Tentative 2022 meeting dates are as follows:

Feb 18, May 6, August 5, October 7, December 2.  

Please check your calendar prior to the meeting and bring up any schedule conflicts that 
are you are aware of.    

E. Public Comment – Opportunity for any member of the public to comment on the
administrative business of the Board.

Information Item  F.  Next Meeting Date – December 2, 2021 (Thursday). 
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1 Month 3 Months FYTD 1 Year 3 Years 5 Years 10 Years 20 Years
Inception
To Date Inception Date

Returns
TEACHERS RETIREMENT 2.28 4.33 3.17 23.55 11.61 11.12 10.12 7.42 9.68

TEACHERS RETIREMENT CUSTOM BENCHMARK 1.46 2.91 1.70 22.52 10.50 10.66 10.19 01/01/2011

DOMESTIC EQUITY - PAC 2.62 6.03 4.37 34.84 17.10 17.36 15.81 10.81 05/01/2003

Domestic Equity - PAC Custom Blend 2.88 7.53 4.77 33.49 18.07 18.09 16.36 11.57 05/01/2003

INTERNATIONAL EQUITY - PAC ² 1.82 0.35 0.75 26.42 10.39 10.75 7.20 6.39 5.53 04/01/1997

International Equity - PAC Custom Blend 1.96 -0.01 0.64 26.29 9.59 10.14 6.79 6.52 5.74 04/01/1997

PRIVATE INVESTMENTS - PAC 5.66 10.06 6.34 43.47 18.58 16.80 13.68 13.28 05/01/2002

Private Equity PAC Custom 2.01 1.44 0.20 44.82 11.76 14.64 15.06 11.80 05/01/2002

Plan
Market Value

$(000)#
Allocation

(%)

Allocation - Asset Class
TEACHERS RETIREMENT 5,237,885

DOMESTIC EQUITY - PAC 1,640,545 31.32

INTERNATIONAL EQUITY - PAC 905,292 17.28

PRIVATE INVESTMENTS - PAC 771,252 14.72

REAL ASSETS - PAC 232,841 4.45

REAL ESTATE - PAC 493,072 9.41

CORE FIXED INCOME - PAC 745,223

NON-CORE FIXED INCOME - PAC 315,269 6.02

CASH EQUIVALENTS - PAC 81,652 1.56

PENSION CASH - STIP 52,739

TEACHERS RETIREMENT PLAN
SUMMARY OF POSITIONS AND RETURNS

August 31, 2021

1 of 5
Limited Access
09/15/2021 07:14:48 AM

ColumnSpacer ColumnSpacer ColumnSpacer ColumnSpacer Return Date
Longest Measurable Plan Return 8.24 07/01/1994

9.80

100.00

14.23

1.01

34



1 Month 3 Months FYTD 1 Year 3 Years 5 Years 10 Years 20 Years
Inception
To Date Inception Date

REAL ASSETS - PAC 2.70 3.50 1.61 22.11 -0.01 2.59 04/01/2017

Real Assets - PAC Custom Blend 0.03 -0.12 0.70 25.13 -1.81 2.42 04/01/2017

REAL ESTATE - PAC 2.26 5.29 5.64 14.91 6.88 7.88 9.42 4.45 06/01/2006

Real Estate - PAC Custom Blend 0.00 1.89 0.00 1.47 -1.83 1.79 6.87 4.34 06/01/2006

Core Fixed Income Pre and Post CAPP 3 -0.15 1.52 0.88 -0.22 5.12 2.85 3.45 4.98 5.87 04/01/1995

Core Fixed Income Custom Benchmark -0.19 1.63 0.93 -0.08 4.68 2.61 2.93 4.31 5.23 04/01/1995

Non-Core Fixed Income Pre and Post CAPP 4 0.57 1.89 0.84 8.09 6.48 5.66 6.61 8.00 06/01/2009

Bloomberg U.S. HY - 2% Issuer Cap 0.52 2.25 0.90 10.14 7.09 6.65 7.06 9.06 06/01/2009

CASH EQUIVALENTS - PAC 0.01 0.02 0.00 0.17 1.30 1.35 05/01/2017

SHORT TERM CUSTOM BENCHMARK 0.00 0.01 0.01 0.05 1.08 1.23 05/01/2017

SHORT TERM INVESTMENT POOL (STIP) 1 0.01 0.03 0.02 0.15 1.27 1.28 0.77 1.55 2.32

SHORT TERM CUSTOM BENCHMARK 0.00 0.01 0.01 0.05 1.08 1.16 0.70 1.47 2.23 04/01/1997

TEACHERS RETIREMENT PLAN
SUMMARY OF POSITIONS AND RETURNS

August 31, 2021

2 of 5
Limited Access
09/15/2021 07:14:48 AM
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 Performance shown on this report is net of all fees.
 1,2     Inception Date shown is earliest date of Net All performance. Actual inception date, respectively is 4/1/1990 (1), 1/1/1997 (2).
* Totals may not sum due to rounding differences.

 #        Allocation of Plan Market Values is an approximation.  Plans do not own specific Asset Classes.  Values represented are allocated pro rata based on the Plans % ownership of CAPP.

 3 Core Fixed Income Pre and Post CAPP:
            The Core Fixed Income composite is the result of a consolidation completed on 11/29/2019. Inclusive of the Broad Fixed Income PAC prior to 3/31/2017. Inclusive of the Broad Fixed
             Income, Intermediate TIPS, Intermediate US Treasury & Agency, Intermediate Investment Grade Credit, Mortgage Backed, and Diversified Strategies PACs from 4/1/2017 through
            11/29/2019.

 4 Non-Core Fixed Income Pre and Post CAPP:
            The composite is inclusive of the following portfolios: MU3N Post Advisory Group – PP from 6/1/2009 to present, MU3M Neuberger Berman – PP from 1/1/2010 to present, MU8R
            Shenkman Capital Management – PP from 12/1/2017 to present, and MU8P Oaktree Capital Management – PP from 12/5/2017 to present

SHORT TERM CUSTOM BENCHMARK is composed of:
            From inception to 4/30/2018: LIBOR 1 Month
            5/1/2018 to present: Federal Reserve US Treasury 1M Constant Maturity Index

 TEACHERS RETIREMENT CUSTOM BENCHMARK is composed of:
            From inception to 3/31/2017: The portfolio weighted average of S&P 1500 Super Composite, MSCI ACWI ex US IMI Net, S&P 1500 + 4% Qtr Lag, LIBOR 1 Month, BBG BARC US Agg, and
            NCREIF ODCE 1 Qtr Lag (Net).
            From 4/1/2017 to present: Equity and Cash Equivalents weighted average of CAPP Custom Benchmark and Short Term Custom Benchmark.

 DOMESTIC EQUITY - PAC CUSTOM BLEND is composed of:
            From inception to 4/30/2017: S&P 1500 Super Composite
            5/1/2017 to present: MSCI US IMI Gross

 INTERNATIONAL EQUITY - PAC CUSTOM BLEND is composed of:
            From inception to 10/31/2006: MSCI EAFE Net
            11/1/2006 to 6/30/2007: MSCI ACWI ex US Net
            7/1/2007 to 2/28/2014: 92.5% ACWI ex US + 7.5% ACWI ex US SC IMI
            3/1/2014 to present: 100% MSCI ACWI ex US IMI Net

 PRIVATE EQUITY PAC CUSTOM is composed of:
            From inception to 3/31/2017: S&P 1500 + 4% Qtr Lag
            4/1/2017 to 12/31/2020: MSCI USA Small Cap Gross
            1/1/2021 to present: The portfolio weighted average of MSCI USA Small Gap Gross and S&P LSTA US Leveraged Loan 100 Index

TEACHERS RETIREMENT PLAN
ENDNOTES

August 31, 2021

3 of 5 
Limited Access
09/15/2021 07:14:48 AM
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 REAL ASSETS - PAC CUSTOM BLEND is composed of:
 From inception to 12/31/2020: MSCI AC World Commodity Prod Net Index

            1/1/2021 to present:  33.33% MSCI AC World Commodity Prod Net Index, 33.33% MSCI ACWI Infrastructure Total Return, 33.34% BBG BARC Gbl Inf-Lk US TIPS (Dly)

 REAL ESTATE - PAC CUSTOM BLEND is composed of:
            From inception to 3/31/2017: NCREIF ODCE 1 Qtr Lag (Net)
            4/1/2017 to 6/30/2020: MSCI US REIT INDEX GROSS
            7/1/2020 to present: NCREIF ODCE Value Weighted (Quarter Lag)

Core Fixed Income Custom Benchmark is composed of:
            From inception 3/31/2017:  BBG BARC Agg (Dly)
            4/1/2017 to 11/30/2019: The portfolio weighted average of Broad Fixed Income - PAC Custom Blend, BBG BARC US Corp Int Inv Grd Idx, BBG BARC US MBS Idx, BBG Barclays
            US Intermediate TIPS, BBG BARC Tsy Int
           12/1/2019 to present:  BBG BARC Agg (Dly)

TEACHERS RETIREMENT PLAN
ENDNOTES

August 31, 2021

4 of 5
Limited Access
09/15/2021 07:14:48 AM
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8/31/2021 8/31/2020

AGENCY AGENCY
ACCOUNT ACCOUNT

ASSETS      
Current Assets      
  Cash  1,407,748  (31,301,974)  
  Accounts Receivable  26,240  1,034  
  Interest Receivable  0  (0)  
    
Total Current Assets  1,433,988  (31,300,940)  

   
Investments    
  Short-term Investment Pool 52,738,835 77,045,249
  Consolidated Asset Pension Pool (net) 5,079,704,144 4,241,232,545
  Security Lending Collateral  0  0  
    
Total Investments  5,132,442,978  4,318,277,794  

   
Other Assets    
  Land & Building  0  736,253
     Accumulated Depreciation L&B  0  (168,948)
  Equipment  16,286  16,286  
  Construction Work In Progress 0 0
     Accumulated Depreciation Equip  (16,286)  (16,286)  
  Leashold Improvements 243,881 243,881
     Accumulated Dep Leasehold Imp (58,067) (23,227)
  Intangible Assets  926,819  1,613,704  

   
Total Other Assets  1,112,633  2,401,663  

Deferred Outflows - Pension and OPEB 643,984 281,616
   

TOTAL ASSETS  5,135,633,583  4,289,660,132  
    
LIABILITIES & FUND BAL.    
Liabilities    
  Accounts Payable  11,922  6,166  
  Accrued Liability 0 1,000
  Uncleared Collections 181,344 31,964,981
  Compensated Absenses  224,318  195,074  
  Security Lending  0 0
  OPEB Implicit Rate Subsidy 280,653 88,643
  Net Pension Liability - PERS 1,885,625 1,457,558

   
Total Liabilities  2,583,862  33,713,422  

   
Fund Balances    
  Pension Accumulation Fund  4,286,259,775  3,330,305,948  
  Annuity Savings Fund  830,589,333  837,533,610  
  Year-to-date Income/(Loss)  16,016,611  87,803,030  
  Adj Fund Bal 0 0

Total Fund Balance  5,132,865,718  4,255,642,588  

Deferred Inflows - Pension and OPEB 184,002 304,123
   

TOTAL LIABILITIES & FUND BAL.   5,135,633,583  4,289,660,132  
      

  

THE TEACHERS' RETIREMENT SYSTEM
CONSOLIDATED BALANCE SHEET

as of August 31, 2021
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8/31/2021 8/31/2020

AGENCY AGENCY
ACCOUNT ACCOUNT

 
REVENUE    
  Contributions  30,997,575 29,855,912
  Misc Revenue 0 10,371
  Investment Revenue  56,463,412  124,602,204

 
TOTAL REVENUE  87,460,987 154,468,488

 
EXPENSES  
  Benefits Paid  67,435,488 64,816,437
  Withdrawals  3,499,767 1,234,646
  Admin. Exp  434,662 417,660
  Depreciation Exp. 5,807 18,075
  Amortization Exp. 68,653 178,639
  OPEB Expense 0 0
  Pension Expense - PERS 0 0

 
TOTAL EXPENSES  71,444,376 66,665,458

 
REV OVER EXP  16,016,611 87,803,030

 
 

REV OVER EXP  16,016,611 87,803,030
  

BEG FUND BAL  5,116,849,108 4,167,839,558
  Adj Fund Bal  0 0

 
END FUND BAL  5,132,865,718 4,255,642,588

 

THE TEACHERS' RETIREMENT SYSTEM
FUND BALANCE STATEMENT

as of August 31, 2021
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8/31/2021 8/31/2020

AGENCY  AGENCY
ACCOUNT  ACCOUNT

     
Investment Revenue:   
Short-term Investment Pool  6,746  19,032
Consolidated Asset Pension Pool 0 0
  Securities Gains/(Losses)  31,617,353  3,333,594
  Investment Appreciation/(Depreciation) 24,839,313 121,249,579
  Securities Lending Activity 0 0
  Administrative Investment Exp. 0 0

    
Total Investment Rev.  56,463,412  124,602,204

  
  

Administrative Expense:   
  Personal Services  249,976  240,553
  Contracted Services  101,279  111,639
  Supplies & Material  14,726   6,484
  Communications  8,167  6,920
  Travel  786  1,505
  Rent  37,905  39,379
  Repairs & Maintenance  0  0
  Other Expenses  21,823  11,180
  Depreciation Exp.  5,807  18,075
  Amortization Exp.  68,653  178,639
  OPEB Expense 0 0
  Pension Expense - PERS 0 0

    
Total Administrative Exp.  509,122  614,375

THE TEACHERS' RETIREMENT SYSTEM
INVESTMENT REVENUE BY SOURCE & ADMINISTRATIVE EXPENSES BY TYPE

as of August 31, 2021
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ACCOUNT ACCOUNT EXPENSE BUDGET EXPENDITURE % BUDGET TOTAL BUDGET
LEVEL CATEGORY FY 2021 FY 2022 YEAR TO DATE SPENT PROJECTED SURPLUS/(DEFICIT)

.
PERSONAL SERVICES:

61100    Salaries 1,403,800              1,498,835              175,195                    11.7% 1,475,467              23,368                                  
61300    Per Diem 2,700                     3,500                     600                            17.1% 3,500                     -                                        
61403    Health Insurance 265,345                 281,600                 44,268                      15.7% 286,161                 (4,561)                                   
61400    Benefits 236,883                 266,400                 29,913                      11.2% 261,362                 5,038                                    
  

Total Personal Services 1,908,728             2,050,335             249,976                    12.2% 2,026,489             23,846                                 

OPERATING EXPENSES:   

62100    Contract Services 834,283                 863,121                 101,279                    11.7% 826,579                 36,542                                  
62200    Supplies/Materials 52,454                   64,600                   14,726                      22.8% 46,925                   17,675                                  
62300    Communications 93,958                   106,175                 8,167                        7.7% 83,127                   23,048                                  
62400    Travel 4,981                     29,000                   786                            2.7% 4,717                     24,283                                  
62500    Rent 134,799                 152,711                 37,905                      24.8% 152,711                 -                                        
62700    Repairs/Maintenance 12,388                   26,415                   -                            0.0% 26,000                   415                                       
62800    Other Expenses 82,963                   109,050                 21,823                      20.0% 99,515                   9,535                                    

    
Total Operating Expense 1,215,826             1,351,072             184,685                    13.7% 1,239,574             111,498                               
      

62122    Audit Fees - Biennial Amount 59,686                   169,254                 -                            0.0% 84,627                   84,627                                  

Total Operating and Personal Services 3,184,240             3,570,661             434,662                    12.2% 3,350,691             219,970                               

63100 Capital Equipment -                         -                         -                            0.0% -                         -                                        
 

Subtotal Capital Expenses -                         -                         -                            0.0% -                         -                                        

Totals 3,184,240             3,570,661             434,662                    12.2% 3,350,691             219,970                               

Percent of FY Complete 17%
Percent of Payroll Complete 12%

Teachers' Retirement System
Operating Budget Status Report

as of August 31, 2021
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ACCOUNT ACCOUNT EXPENSE BUDGET ACTUAL EXP % OF
CODE NAME FY 2021 FY 2022 TO DATE BUDGET

    
62102   Consulting & Professional 170,857 173,430 5,691 3.3%
62104   Insurance & Bonds 6,442 6,559 6,397 97.5%
62108   Legal Fees/Court Costs 38,743 37,500 0 0.0%
62113   Warrant Writing Fees 33,348 30,861 3,147 10.2%
62114   Payroll Service Fees 4,855 5,455 5,455 100.0%
62114A   Workers Comp Mgmt 519 532 532 99.9%
62115   Photographic Services 40 45 10 22.2%
62116   Medical Services 625 1,000 423 42.3%
62136   IT Consult & Prof Servs 340,379 359,000 35,967 10.0%
62145   Food Services Expense 0 500 0 0.0%
62148   SABHRS Costs/DOA 109,226 132,419 33,105 25.0%
62186A   Recycling 710 720 59 0.0%
62187   Records Storage 2,259 3,000 404 13.5%
62190   Printing, Pub & Graphics 50,415 40,000 4,743 11.9%
62191   Printing, Other Provider 2,849 3,500 454 13.0%
621B1   SITSD Storage Hosting 13,233 15,100 1,050 7.0%
621B2   SITSD Server Hosting Services 30,288 28,000 243 0.9%
621B4   SITSD Application Services 730 0 55 0.0%
621B5   SITSD Email 1,918 2,500 223 8.9%
621B6   SITSD Imaging Services 2,139 0 0 N/A
621B8   SITSD Operations Support 2,337 2,500 522 20.9%
621B9   SITSD Database Hosting 6,149 2,500 196 7.8%
621C5   SITSD Enterprise Services 15,713 16,000 2,605 16.3%
621C6   SITSD Professional Services 510 1,000 0 0.0%
621C8   SITSD Email Restore 0 1,000 0 0.0%

     
       SUBTOTAL 834,283 863,121 101,279 11.7%

      

62122   Audit Fees - Current 59,686 169,254 0 0.0%
    

      
      TOTAL CONTRACTED SERVICES 893,969 1,032,375 101,279 9.8%

    
Percent of FY Complete: 17%

Teachers' Retirement System
Budget Analysis - Contracted Services

as of August 31, 2021
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Estimated Estimated
Employer Employer Reports Employee Employer
Number Name Outstanding Contributions Contributions

Total 0 0

Total Due 0

All monthly reports are due by the 15th of the following month. 

Teachers' Retirement System
Delinquent Agency Report

9/10/2021
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VII. Board Training 
 
Discussion Items A.  Fiduciary Training: – I have attached two documents related to fiduciary duties for 

your review and consideration prior to our board meeting. Denise Pizzini, TRS Chief Legal 
Counsel, will lead the board through a discussion of the “Fiduciary Duties” and the 
“Avoiding Conflicts of Interest” documents during the meeting.         
 

 B. Public Comment – Opportunity for any member of the public to comment on the 
Fiduciary Training segment of the meeting.    
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FIDUCIARY DUTIES  
TRAINING FOR MONTANA TEACHERS’ RETIREMENT SYSTEM BOARD MEMBERS 

 
What is a “fiduciary”? 
 
A “fiduciary” is a person to whom property or power is entrusted for the benefit of another.  A 
“trust” is a legal arrangement wherein property is held by one person or legal entity (the 
“trustee”) on behalf of the person or persons with a beneficial interest in the property held (the 
“beneficiary” or “beneficiaries”).  The contributions to and the benefits of the Teachers’ 
Retirement System of the State of Montana (“TRS”) are held in and paid from a trust.   The 
members of the TRS Board are the trustees of the retirement system.   
 
While a TRS trustee would undoubtedly be determined to be a fiduciary by application of 
common law standards, again, the Montana Constitution makes perfectly clear that, indeed, 
the TRS Board Members are fiduciaries of the system participants and their beneficiaries.  
While certain high level staff positions and contracted experts may be deemed to be 
“fiduciaries” of a retirement system (the general determinant is individuals who exercise 
discretion in the award of benefits or other determinations of rights and obligations), fiduciary 
duties apply first and foremost to the governing body (the trustees) of the retirement system. 
Therefore, the standards discussed in this paper are specifically presented from the perspective 
of the TRS Board – as all other fiduciaries of the retirement system take their authority through 
the Board.  
 
What are “fiduciary duties,” where do they come from, how are they enforced? 
 
Fiduciary duties are the responsibilities and obligations legally placed upon a fiduciary to ensure 
the benefits derived from the management and disposition of trust assets flow to the 
beneficiaries of the trust and that the fiduciary’s authority is exercised solely in the best 
interests of the beneficiaries.   
 
Fiduciary duties applicable to TRS are derived from a number of legal sources.  First, the 
concepts of trusts, fiduciaries, and fiduciary duties have been developed in the case law 
(common law) of the United States over the history of the country.  Second, a number of 
legislative enactments, at both the state and federal level, have codified variations of the 
common law fiduciary duties, including in the IRS’s tax-qualification standards applicable to all 
tax-qualified pension plans.  Fiduciary duties, whether derived from common law or from the 
IRS qualification standards, are clearly reflected in many of TRS’s specific statutes in Title 19, 
chapter 20 of the MCA.  One of the most cited sources of fiduciary duties and construction of 
those duties for pension plans is the Employee Retirement Income Security Act of 1974 (ERISA).  
While TRS is not governed by ERISA, the fiduciary duties codified in ERISA are also derived from 
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the common law of trusts and the case law arising from ERISA-governed plan litigation is 
frequently cited by courts in similar litigation involving public pension plans.  
 
Fiduciary duties are applied and enforced, primarily, through three mechanisms: 

1. Compliance initiatives of the fiduciary body. 
• Because compliance with fiduciary duties is, fundamentally, an issue of behavior on 

the part of all individuals responsible for acting on behalf of the fiduciary – the TRS 
Board in this case - the most important and reliable effort to prevent violations of 
fiduciary duties is to educate Board members and TRS staff on applicable fiduciary 
duties and the proper conduct of their duties and functions on behalf of TRS in 
conformity with those duties.  Compliance expectations and initiatives have gained 
importance and recognition in recent years as evidenced in enhanced “governance” 
conversations, initiatives and programs of public pension plans.  

2. Audits and other reviews for fiduciary compliance. 
• State and federal regulatory agencies and officers play a role in verifying and 

enforcing compliance with fiduciary duties.  For example, the IRS qualification letter 
process or an IRS audit may review for plan inclusion of required terms related to 
the exclusive benefit rule, the incidental benefit rule, and other required provisions 
specifically reflecting fiduciary duties.  State auditors test for plan compliance with 
plan terms, including those terms that specifically reflect fiduciary duties, and 
routinely review for circumstances indicating unauthorized expenditure of trust 
funds, conflicts of interest and other fiduciary violations. 

3. Legal Actions. 
• A legal action alleging a violation of a fiduciary duty may be brought by a regulatory 

entity or a plan member or beneficiary.    
  
What fiduciary duties apply to TRS Board members? 
 
There are four primary fiduciary duties in common law:  1) Duty of Loyalty; 2) Duty of 
Impartiality; 3) Duty of Delegation; and 4) Duty of Prudence (Investment). 
 

1. Duty of Loyalty 
 
The duty of loyalty is essentially the duty of a fiduciary to manage the pension fund solely in the 
best interest of pension plan beneficiaries and to ensure that trust assets are expended only to 
pay plan benefits and the reasonable expenses of plan administration – also frequently referred 
to as the “exclusive benefit rule.”  Included in the duty of loyalty are a number of additional, 
specific expectations placed on fiduciaries, the violation of any of which may be found to be a 
violation of the duty of loyalty.  Primary among those additional expectations are that a 
fiduciary won’t be involved in or allow “self-dealing,” and won’t be involved in or allow 
“conflicts of interest.”  The two concepts are not unrelated.  The duty against self-dealing 
applies to prevent a fiduciary from personally materially benefiting from the business dealings 
of the retirement system.  The duty against conflicts of interest would also certainly apply in 
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circumstances where a fiduciary stood to gain personal benefit from the business dealings of 
the retirement system, but more broadly prohibits a fiduciary from exercising fiduciary 
authority where the fiduciary has a personal interest that actually conflicts or appears to 
conflict with the fiduciary’s responsibilities to the pension plan.   
 
Ultimately, the duty of loyalty means that, as a TRS Board member, you are required to exercise 
your authority with respect to the retirement system with only one objective in mind – the best 
interests of the retirement system participants and their beneficiaries.  You cannot “wear two 
hats” in the conduct of your responsibilities on behalf of the retirement system.  The duty of 
loyalty does not require that TRS Board members advocate for additional benefits, or otherwise 
for the “best interests” of the pension plan participants beyond the bounds of rational 
administration of a pension plan.  Rather, the duty of loyalty demands that, within the confines 
of the appropriate administration of a retirement plan and applicable law, a TRS Board member 
will not be compelled by the interests of any person or entity other than the plan participants, 
including him or herself, in the exercise of their fiduciary authority.  It is important to keep in 
mind, as well, that no fiduciary duty is owed by fiduciaries of the pension system to: appointing 
officers; unions or union members; constituents; pension system employers; the settler; or 
taxpayers.   
 

2.  Duty of Impartiality 
 
The duty of impartiality means that a TRS Board member must not exercise fiduciary authority 
in any manner that evidences partiality to a particular beneficiary or group of beneficiaries.  All 
retirement system beneficiaries who are similarly situated with respect to the appropriate 
application of system benefits and obligations must be treated the same.   
 

3.  Duty of Delegation 
 
Originally, the duty of delegation substantially prohibited fiduciaries from delegating the 
primary responsibilities of trust administration to others.  The rationale was that the fiduciary 
was the “expert” related to the business of the trust, and delegation could be construed as 
placing trust business in the hands of a less competent individual.  Of course, as the world has 
evolved, the business functions of large trusts have required levels and varieties of expertise 
not reasonably anticipated to be held by a single individual or even group of individuals.   
 
Therefore, the duty of delegation now not only allows, but requires, the delegation of some of 
the functions of trust administration/management/investment to others who possess the 
expertise to adequately perform those functions.  In the act of delegation, a fiduciary is 
required to exercise the discretion and prudence that a prudent person would exercise in a 
similar circumstance.        
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4.  Duty of Care/Prudence  
 
The duty of care originally specifically applied to duties and functions related to investment of 
trust assets.  However, the duty has developed to encompass must conduct of fiduciaries, and 
continues to be one of the most “evolutionary” of the fiduciary duties.  The standard of the 
duty of care varies somewhat state by state.  In its simpler form, the duty of care requires that a 
fiduciary exercise the level of care, skill, prudence and diligence that a “prudent person” would 
exercise in similar circumstances.  However, similar to the evolution of standards of care in 
other professions (medicine, law, etc.), the duty of care has evolved in various state statutes 
and case law to require a fiduciary to exercise the level of care, skill, prudence and diligence 
that a “prudent expert” would exercise in similar circumstances.  The “prudent expert” 
standard is the standard imposed by ERISA, and is rapidly becoming the norm with respect to 
pension fiduciaries. 
   
The evolving duty of care is the primary source and impetus for the on-going development of 
“plan governance” concepts, including: expectations of Board policy development to maintain 
proper oversight and management of the system and compliance with applicable law; diligent 
hiring and evaluation of experts to whom administrative/management/investment functions 
are delegated to ensure expertise; and continuing education for system fiduciaries and staff to 
ensure maintenance of an appropriate “standard of care.”        
 
Are there other fiduciary “standards” that apply to the conduct of TRS business? 
 
Aside from common law standards of fiduciary duty, fiduciary standards applicable to TRS 
derive from the Internal Revenue Code (i.e., exclusive benefit rule, compliance standard); as 
mentioned, the state constitution and state statute, state case law, and probably even ERISA.  
As stated above, ERISA does not technically apply to TRS, and therefore, the fiduciary duties 
specifically enumerated in ERISA and the case law construing them do not expressly apply to 
TRS.  However, a vast majority of the litigation that defines and refines the duties of pension 
plan fiduciaries occurs with respect to ERISA governed plans and, because the functions and 
operations of pension plans, ERISA and non-ERISA, are substantially similar in many regards, 
case law arising under ERISA is typically persuasive, and frequently cited, in cases arising under 
either common law or state statutes. 
 
ERISA specifically imposes the four following fiduciary standards: 
 Exclusive benefit rule:  requires that plan fiduciaries administer a retirement plan for the 
exclusive purpose of providing benefits to participants and their beneficiaries and defraying 
reasonable administrative expenses of the plan.  (Same standard in IRC and codified in TRS law.) 
 
 Prudent Person Standard:  requires that plan fiduciaries administer the retirement plan 
with exercise of the care, skill, prudence and diligence under the prevailing circumstances that a 
prudent man acting in a like capacity and familiar with such matters would use in the conduct 
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of an enterprise of a like character and with like aims.  (This standard is a “hybrid” of the 
reasonable person/prudent expert standards.) 
 
 Diversification Standard:  requires diversification of retirement plan investments to 
minimize the risk of large losses, unless under the circumstances it is clearly prudent not to do 
so. 
 Compliance Standard:  requires that plan fiduciaries administer the retirement plan in 
accordance with the documents and instruments governing the plan insofar as they are 
consistent with the law.  (Same standard in IRC.)  
 
What are the potential repercussions for a violation of a fiduciary duty? 
 
A retirement system fiduciary who is determined to have violated one or more fiduciary duties 
may be personally liable for any damages caused to the retirement system by such violation.  If 
a fiduciary is found to have breached the prohibition against self-dealing under the duty of 
loyalty, the fiduciary could be required to pay over to the retirement system any profits gained 
by the fiduciary, even if the retirement system was not actually damaged by the breach.  
Liability for fiduciary breaches is generally “joint and several,” meaning that damages arising 
from breaches occurring due to common conduct of more than one fiduciary may be assessed 
against the breaching fiduciaries jointly, or against any fiduciary individually in order to 
effectuate full recovery to the system. 
 
 Co-fiduciary liability may be assessed related to breaches of fiduciary duty, meaning 
that, if Fiduciary X  breaches a fiduciary duty and Fiduciary Y has actual knowledge of the 
breach and does nothing about it, Fiduciary Y has breached his/her fiduciary duty as well. 
 
What are “best practices” for avoiding breaches of fiduciary duty? 
 
We are living in a period of heightened scrutiny, governmental oversight and inquiry, and 
litigation related to breaches of fiduciary duty.  Prospects for avoiding the pitfalls of fiduciary 
breaches are enhanced by the following initiatives: 
 

• Orientation and continuing education for plan fiduciaries (including key staff positions) 
• Use and documentation of thorough decision-making processes and thorough 

documentation of board actions (a good process is frequently at least as important as a 
good outcome) 

• Obtaining expert advice where necessary, and a good process for engaging and 
overseeing experts 

• A good governance structure and ongoing oversight by plan fiduciaries 
•  Obtain fiduciary advice whenever doubt exists, in advance of taking action (TRS legal 

counsel is always available to plan fiduciaries, and may be called at any time.)          
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FIDUCIARY DUTIES – AVOIDING CONFLICTS OF INTEREST 
TRAINING FOR MONTANA TEACHERS’ RETIREMENT SYSTEM BOARD MEMBERS 

 
What does “conflict of interest” mean to a fiduciary? 
 
A fiduciary has a conflict of interest if the fiduciary has a personal, professional, or commercial 
interest or relationship that might reasonably be perceived as diminishing the fiduciary’s 
independence of judgment in the conduct of trust business.  A conflict of interest may exist, not 
only where the fiduciary’s judgment may actually be impaired by the conflicting interest, but 
also where there may only be an “appearance of impropriety.”  In other words, a conflict of 
interest will not always be judged on the basis of whether or not the fiduciary’s judgment was 
actually colored by the conflicting interest.  For a fiduciary, an unmitigated conflict of interest 
constitutes a violation of the fiduciary duty of loyalty. 
 
How do you know what constitutes a conflict of interest? 
 
The world of conflicts of interest in the fiduciary universe has been fairly exhaustively 
determined through the common law and through statutory enactment.  ERISA has codified a 
number of “prohibited transactions” and identified a number of other types of conduct that are 
prohibited by pension plan fiduciaries.  While ERISA does not apply to public pension plans, 
those same prohibited conducts have been generalized and applied as conflicts of interest in 
public pension plan litigation.  As well, most states have some degree of codification of conflict 
of interest standards that pertain to public pension fiduciaries, at least as public employees. 
 
Conduct that constitutes a conflict of interest, in general terms, includes: 
 

• Exercising fiduciary discretion in the interests of any party other than the plan 
beneficiaries 

• Receiving gifts, remuneration, or other tangible or intangible benefits in exchange for 
the exercise of fiduciary authority 

• Utilizing plan assets or otherwise exercising fiduciary authority in a manner that 
personally benefits the fiduciary or the fiduciary’s account (exceptions apply) 

• Having a personal interest in the business affairs of the plan, including interests in 
contracts and investments 

• Causing or allowing the sale, exchange, or lease of any property between the plan and a 
party in interest 

• Causing or allowing a loan or extension of credit between the plan and a party in 
interest 

• Causing or allowing the furnishing of goods, services, or facilities between the plan and a 
party in interest 

• Causing or allowing the transfer of plan assets to a party in interest or the use of plan 
assets by or for the benefit of a party in interest 
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• Acquisition of employer securities or employer real property in excess of the limits set 
by law 

•  Acting in any transaction involving the plan on behalf of a party whose interests are 
adverse to the interests of the plan or its participants or beneficiaries 

•  Receiving any consideration from any person dealing with the plan in connection with 
any transaction involving plan assets 

 
A “party in interest” is:  1) any fiduciary, counsel, or employee of the plan; 2) a person providing 
services to the plan; 3) an employer with any employee covered by the plan and any direct or 
indirect owner of such employer; 4) a relative of any of the persons described in (1),(2), or (3); 
5) any employee organization with any member covered by the plan; 6) a corporation, 
partnership, estate, or trust owned in part by any person or organization described in (1), (2), 
(3), (4), or (5); 7) officers, directors, major shareholders, and employees of any person or 
organization described in (2), (3), (5), or (6); 8) a partner or joint venture with any person or 
organization described in (2), (3), (5), or (6). 
 
Are there “exceptions” to the identified conflicts of interest? 
 
There are many exceptions, limitations, and refinements to the conflicts of interest described 
above, including that it will not be a conflict of interest if: 
 

• A fiduciary is a member, retiree, or beneficiary of the retirement system, and/or with 
respect to any matter at issue, the fiduciary’s interest is no greater than a large class of 
its members or retirees 

• A fiduciary is a member or officer of a union or employee organization with the plan 
sponsor’s agency, though there may be a conflict of interest if the fiduciary participates 
as a member of the employer’s or union’s negotiating team, and there will likely be a 
conflict of interest if the fiduciary, as a union officer or representative or employer 
representative, directly represents or has represented a plan member or members in a 
matter that is before the retirement system.    

 
What must I do if I have, or think I have, a conflict of interest? 
 
Of course, it is always best not to have a conflict of interest (seriously).  You, as an individual 
fiduciary, are in the best position to know whether you (or family members) have personal or 
business interests that are in conflict with your duty of loyalty to the retirement system and its 
beneficiaries.  If you have inherent conflicts, it is incumbent upon you to disclose them, and to 
eliminate those conflicts that will repeatedly impair your ability to perform the functions 
required of you on behalf of the retirement system, or discontinue your service on the Board.  
(Remember that an appearance of impropriety (an appearance of a conflict of interest) may 
constitute an actual conflict of interest and may be as disruptive to the functioning of the 
retirement system as a more material conflict.)    
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Some conflicts of interest may be mitigated by full disclosure of the circumstances of the 
conflict.  The determination that a conflict of interest may be adequately mitigated by 
disclosure is generally a determination for the Board chair to make, with advice of legal counsel.  
If a determination is made that the conflict may be mitigated through disclosure, the record of 
any Board action taken in a matter in which the conflict arises should include a reasonably 
detailed statement of the conflict. 
 
In most cases, however, conflicts of interest are appropriately managed through full disclosure 
of the circumstances of the conflict, and abstention of the conflicted fiduciary in any Board 
action taken in the matter giving rise to the conflict.  While it is not absolutely mandatory, best 
practice in the arena of conflict of interest management is leaning in recent years in favor of the 
conflicted fiduciary not only abstaining from voting in the matter, but abstaining from all 
discussion and comment on the matter.  Many states have enacted statutes or policies that 
require the conflicted fiduciary leave the room during discussion and action on the matter.      
 
Conflicts of interest will arise.  It is important to you, as an individual fiduciary, to the Board as a 
whole, and to the retirement system and its beneficiaries that conflicts be identified, assessed, 
and properly managed.  Any fiduciary who believes he/she may have a conflict of interest, 
whether a general concern or related to a specific issue to be addressed by the Board, needs to 
bring that potential conflict to the attention of legal counsel or the executive director as quickly 
as possible so that resolution/management of the conflict can be implemented in the manner 
that least disrupts the functioning of the Board and the retirement system.  To that end, the 
following steps are recommended: 
 

• As soon as you are aware of an actual or potential conflict, bring your concern to the 
attention of the Executive Director or Chief Legal Counsel 

• Chief Legal Counsel will confer with you to understand the specific facts and 
circumstances at issue, and will determine whether a conflict of interest exists, and, if 
so, how the conflict of interest would appropriately be managed 

• The Executive Director and/or Legal Counsel will inform the Board chair of the potential 
conflict of interest and the recommended process for resolution 

• If time allows, Chief Legal Counsel may prepare a written determination of whether a 
conflict of interest exists, and the appropriate means of managing the conflict 

• Legal Counsel will prepare any necessary disclosure statement to be placed on the 
record at the time of Board consideration/action in the matter giving rise to the conflict  
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VIII. Applications and Retirement Benefits 
 
Information Item A.  Regular, Survivorship, Adjustments, and Corrections - Attached are a list of members 

who have retired since our May 7th Board meeting and any adjustments made during the 
last quarter. 
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IX. Legal Counsel’s Report 
 
Information Items A.  Legal Issues – Denise Pizzini will report on pending cases, and recent legal issues. 
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X. Election of Officers  
 
Action Items A.  Election of Chair and Vice-Chair - The Board Member Policy Manual provides that 

the Board shall elect a Chair and Vice-Chair annually at the September/October meeting.  
To be eligible to be elected to the position of Chair or Vice-Chair, members must have 
served on the Board for a minimum of one year before being elected.   

 
The current Chair is Kari Peiffer  
The current Vice-Chair is Scott Dubbs 

 
 B.  Committee Appointments –The standing committees and current members are: 
 

Budget/Audit Dan Trost and Dan Chamberlin 
Legislation/Litigation Scott Dubbs and Jeff Greenfield 
Personnel/Policy Kari Peiffer and Janice Muller 
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XI. Adjournment 
 
Action Items A.  Motion to Adjourn 
 
 

73


	I. Call to Order
	A. Adopt Agenda
	TRS Board Agenda October 8, 2021

	B. Approval of Minutes
	Board Minutes Aug 5, 2021


	II. Public Comment
	III. Actuarial Valuation
	IV. Executive Director’s Report
	V. Strategic Planning
	2021 Strategic Planning Summary
	TRS 2021 – 2023 Strategic Planning Commitment Worksheet

	VI. Administrative Business
	A. Investment Report
	Summary of Positions and Returns

	B. YTD Financial Statements and Budget Reports
	Consolidated Balance Sheet
	Fund Balance Statement
	Investment Revenue
	Operating Budget
	Contracted Services
	Delinquent Agency Report

	C. NAPPA Report
	D. Tentative 2022 Meeting Dates
	E. Public Comment
	F. Next Meeting Date

	VII. Board Training
	Fiduciary Duties
	Avoiding Conflicts of Interest

	VIII. Applications and Retirement Benefits
	IX. Legal Counsel’s Report
	X. Election of Officers
	XI. Adjournment



