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The Board of Trustees reviews the ICP on an annual basis.

During the May Board meeting:
 HR provides an overview of the plan that may or may not include any recommended 

plan changes, and
 A draft plan document is submitted to the Board for the upcoming fiscal year.

During the August Board meeting:
 HR presents the final proposed plan document for consideration.
 The plan must be adopted before the new fiscal year that begins September 1.

Incentive Compensation Plan (ICP)
ICP Document

Agenda item 31 - Board of Trustees Meeting, May 20, 2020
284



Communicate strategic performance priorities.

Encourage sustained levels of high investment performance, without undue risk.

Promote teamwork among employees.

Support ERS’ strategic and operational goals.

Attract and retain key employees in a cost-effective manner.

Incentive Compensation Plan
Objectives
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 Eligibility for the ICP requires compliance with ERS policies/procedures and ERS 
Investment Policy Statement.
 All participants must be in good standing.
 New hires must successfully complete their six-month probationary period.

 Performance measures are based on one-, three-, and five-year performance periods.

 Participants have individual and total trust performance benchmarks.

 Participants must exceed their benchmarks to receive an incentive award.

 Benchmarks are set in the Investment Policy Statement unless otherwise stated in the 
ICP document.

Incentive Compensation Plan
Overview
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 Participants are evaluated on both quantitative and qualitative metrics.
 75% quantitative with minimum 25% total trust performance
 25% maximum qualitative

 Investments uses a discretionary matrix tool to evaluate participants’ qualitative 
performance.

 Qualitative metrics include areas above and beyond performance; leadership, teamwork, 
communication and innovation.

 Payout of incentive award is done over a three-year period: 50/25/25
 The awardee must be an active and eligible ERS employee on each payment date to receive 

the full amount.

Incentive Compensation Plan
Overview
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 Incentive compensation can be earned, but the Trust Fund as measured by the 
one-year Global Composite Performance must be positive to pay awards.

Award payments shall be deferred during non-positive years.

Unpaid incentive awards shall be forfeited after three years of deferrals.

Metrics and calculations are tied to the Risk Budget approved by the Board.

 ICP awards are calculated based on a weighted average salary.

 If an award is paid in error, over/under-payment provisions to correct errors and 
help ensure 100% accuracy.

Incentive Compensation Plan
Overview
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Administrative oversight of the plan is managed by Human Resources.

Finance performs the award calculations.

 Independent review is performed by a third-party entity.

 Internal and external audits help ensure payments are in accordance to plan.

Incentive Compensation Plan
Overview
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HR annually reviews the Plan and related processes to make recommendations 
to the Board.

With executive management and other key stakeholders, HR conducted a 
review of the Plan document for Fiscal Year 2021.

Incentive Compensation Plan
Fiscal Year 2021
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Incentive Compensation Plan
Fiscal Year 2021 – Recommended Change
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Staff recommends a material change to the definition of “Global Composite 
Performance” (section 2.16).

This change will include discontinuing the practice of adjusting the total trust 
return for unallocated cash.
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Discontinuing the practice of adjusting the total trust return for unallocated cash:
 Practice began in 2013 as the result of new accounting rules.

 New rules required that the short term treasuries in the Short Term Investment Fund account be 
marked to market daily, even though ERS usually held them to maturity. 

 At the time, BNYM (Custodian) and ERS did not have a method to book the market value 
adjustments at the portfolio level, so the whole gain or loss was being booked to unallocated cash.

 Recently, Finance developed a method with BNYM to book these adjustments to the affected 
portfolios on a daily basis. 

 Because the transactions are now being recorded at the portfolio level, Investments believes that 
ERS no longer needs to adjust the total trust return for unallocated cash effective September 1.

Incentive Compensation Plan
Fiscal Year 2021 – Recommended Change Background
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In addition to the material change, HR is proposing some non-material changes to 
the Plan document that will:

• Provide clarification.

• Better reflect current processes and practices.

These changes are reflected in the draft Plan document.

Incentive Compensation Plan
Fiscal Year 2021 – Non-material Changes
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Examples:

Incentive Compensation Plan
Fiscal Year 2021 – Non-material Changes
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Examples:

Incentive Compensation Plan
Fiscal Year 2021 – Non-material Changes

Agenda item 31 - Board of Trustees Meeting, May 20, 2020
295



Questions?


