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TRS Mission Statement

The mission of the Teacher Retirement System of Texasis:
1. todeliver retirement and related benefits authorized by law for members
and their beneficiaries; and
2. to prudently invest and manage the assets held in trust for members and
beneficiariesin an actuarially sound system administered in accordance
with applicable fiduciary principles.

This handbook has been written in nontechnical terms wherever possible. How-
ever, if questions of interpretation arise as a result of the attempt to make retire-
ment and other benefit provisions easy to understand, TRS laws and rules must
remain the final authority.

The TRS Benefits Handbook is generally reprinted every two years. This edition
is based upon TRS laws and rules enacted through July 2004. TRS benefits are
subject to subsequent changes or modificationsto the law, as enacted by the Texas
Legidature, and to the rules, as approved by the TRS Board of Trustees.

A copy of TRS Laws & Rules is available from the TRS Web site
(www.trs.state.tx.us) and is available during normal business hours at:

Teacher Retirement System of Texas
1000 Red River Street
Austin, Texas 78701-2698

Ronnie G. Jung
Executive Director



Teacher Retirement System Benefits Handbook

Table of Contents

L0 =110 o E TP PP P OPPPP 1
INErOdUCLION ..o, 2
U0 To [ o R PPURRPRPRR 3
How to Become a TRS MEMDEr ... 3
Eligibility for TRS Membership ....cccooeoiiiiiiii 3
Optional Retirement Program ......cccooooeiieeeeieiiii s e e e 4
Member TNfOrmMation ........ccueiiiiiiie e 4
Your Benefits as a TRS MEMDEY .......ooeviiiiiiiiiiic e 4
Change of Mailing AdAress .........ccovieiiiiiiie e 6
Member Name ChanQge .........ccoviiiiiiiiiiieie et e e e e 6
Change of Beneficiary by an Active Member ..., 6
Your Member Contribution ACCOUNt ..........coooeiiiiiiiiiii 6
Creditable COMPENSALION .......ccicieiiiierie e sree e snee e e e e 7
Membership SErVICe Credit ..o ee e e e aeeeeeeees 8
Five Years Membership Service Credit .........uuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiereininnnnnn. 8
Refund of Member ContribUtioNS ..o 8
Purchase of SErvice Credit ...... .. raenrnenees 9
Unreported Service and/or SUDSLItULE SErVICe .......ccovceevceeiiiee e 10
WithArawWn SEIVICE ... 10
OUL-0Of -SEALE SEIVICE ..uvvviiiiii et e e e e e e 1
MITITArY SEIVICE ...t e et r e e e s e anrrae s 1
USERRA SEIVICE ...eiiiiitiiti ettt a e 1
State Sick and/or Personal LEQVE .........ccccveceiiecieseeie e 12
Developmental LEAVE ..........eciiuie ettt ste sttt e s re e 12
Work Experience by Career or Technology Teacher .......cccccocvvvevvvvcccvvneecenennne, 12
Service Credit Purchase Option (SCPO) ........uuiiiiiiiiiieiiiiiiieeeeeeee s 13
Membership Waiting Period SEIVICE .....ccccvveierene e cecessee e see e sresnens 13
Limits Affecting Purchase of Service Credit ........ccooveveiviviinccni s 13
TRYERS SEVICE TIranNS @ .....uuuuiiiiiii 13
Beneficiary Designation by Members ... 14
Designating a Beneficiary for Member Death and Survivor Benefits ............... 14
Death and Survivor Benefitsfor Members ........cccccvvvvi 15
Deferred Retirement Option Plan (DROP) .....ccooovvvvvviiiiiiiieieiciceeeeeeeeeeeeeeeeeeee 16
Health Benefit Programsfor Active Public School Employees...........c........... 16
TRS-ACHVECAIE .uvveieiiie e ettt e e r e e e e e e s e s s e e e e e e e e e e e s aenannes 16
TRS-HRACCOUNE ...euiiiieeeeeie e e e e e e e e eaan s e e e eeennen 17
Group Long-Term Care INsurance Program ........ccccoccvveeereeesniniineeeeeesssnnnens 17
Standard ANNUILY ....coooeeeecceceee e e e e e e e e e e e e e eeeaaaene 18
Examples of Standard Annuity Calculation ...........ccccecieeeviieeecnceee e 18
Disability Retirement Eligibility ... 18
Service Retirement Eligibility ... 19
Normal Age Service REHTEMENT ......oooviiiiiii i e 19
Minimum Benefits Under TRS ... 20
Early Age ServiceE RELIFEMENT ......oovvvviiiiiieieeeeeeeeeeeeeeeeeeeeeeeeeeeeeee et 20



Optional FOrms of ANNUITY ......uuuiii s 21

Joint and SUMVIVOT ANNUILY ....ceuvieiee e e e e e e 21
Guaranteed Period ANNUILY .......coeeoiiciiiiire s sirnee e e snneeee e 22
Partial Lump Sum Option .......cooooiiiii 23
Proportionate RELiF@MENt ...........uuuuuiuiiiiiiiiiiiiiiiiiiii e 23
Benefit Limitations and the Excess Benefit Arrangement ................oooeeeeeee. 24
L= =N Mgl o] g F= 1T ] o 24
Your BenefitsSas a TRS RELITEE ......cooiiiiiiiiie e 24
Health BenefitSfor RELITEES ......ooiiiiiie e 24
o Tl o1 1 ST RR 24
Death and Survivor Benefitsfor REtirees ........ccevvveiviiieiiiiie e, 26
Changing a Beneficiary Under an Optional Plan After Retirement ................. 27

Revoking a Beneficiary and Canceling a Joint and Survivor Annuity
When a Member has Retired Under Option One, Option Two,

or Option Five Retirement Plans ..........ccccceiiiiininiiiieee e 28
Selecting a Joint and Survivor Annuity and Designating a New
Beneficiary dueto Marriage After Retirement ............ooovvviiiiiciieneeeeennn. 28
Employment After Retirement ..., 29
General INFOIMELION .......ccoiiiiiieee e 29
Termination of Employment Before Retirement ............ccooeevcieeiieec e, 29
Negotiation for Return to EmMployment ............cccocveeviiieeeeciieeee e 29
Required Break 1N SErVICE ........uvivieei ittt 30
Employment After Retirement for Service Retirees..............cc 30
Employment Without Forfeiture of BenefitS ........ccccoceviiiiie v 30
Employment With Forfeiture of BenefitS .......ccccccovieeeiiie e 32
Definition of One-Half Time EMpIoymMEeNt ........cccccovvereevciee e 32
Employment Through a“Third-Party Entity” ........cccooevieeiiiie e 33
Employment as an Independent CONtractor ..........cccevecvieeeeeiiiiieeeeesiiiieee e 33
Employment After Retirement for Disability Retirees.........cccccccvceceiiiinneeeeenn, 34
Employment Without Forfeiture of BenefitS .......cccccoovvveiiiiiic e 34
Employment With Forfeiture of BenefitS .......ccccccoveeeiiiei e 35
General Information for Membersand Retir€es .....cceeeveiiviieiiiiiiiiviceeeeiiiiin, 35
Annual Statement of ACCOUNT .........coooiiuiiiiiiiiiiee e 35
Considerations Before Naming a Minor Child as a Beneficiary .........ccveeenene. 35
[ gTol0 0 0 1= = 36
Required Minimum DistribDULIONS ........c.cevveiiiiiieee e 37
ANNUILY PayMENES ..ottt 37
APPEEI PIrOCEAUIE .....ueeieiiiiiiiiiiiiiiiiieeeee e e e e e e e e e e et e e e e e e e e e e e e e e e s e e e s e s e s ae s sannnens 37
Division of Benefits due to DiVOrCe ........ccceeeiiieeiiiiie e 37
SOCIAl SECUNITY iiiieieitiitiiie e e e r e e e e e e e e aaeeees 38
Accessing Member Information Through TRS Automated Systems................ 38
Additional INFOrMation ...........coocuiiiiiiiie e 38
(€] 01 Y SRS 39
Service Retirement CheCklist ......o.ovuviiiiiiii e eeeeaeens 40
Thinking About RELITEMENT .........cooiiiiiiiiicc e 40
Things To Do Before RetiremMent .........ccvvveeveeiiiiiiiiieee e 40
= 1V To B O o= T 1 SRR 41
Death Claims CheCklist .......oooiiiiiiie e 42
HOW TOREACH TRS ...ttt 44
8o L= 45



Foreword

' elcome to the Teacher Retirement System of Texas (TRS). You are a

' member of a retirement system that is among the largest in the United

~ States and that was specifically created to serve your needs. Today, more

than one million public education employees, higher education employees, and annu-
itants participate in TRS.

TRS has two core responsibilities — to deliver retirement and related benefits that
have been authorized by the Texas Legisature, and to manage the trust fund that has
been established to finance member benefits. These responsibilities are carried out by a
staff of approximately 400 located at the system’s offices in Austin, Texas.

Public education needs have grown dramatically over the years, and this has fueled
a corresponding increase in the number of TRS active members and retirees. In the last
decade alone, TRS has grown from 639,000 to more than one million active members
and annuitants. Likewise, distributed annua retirement benefits have increased from
$1.2 billionin 1991 to $4.9 billion in 2003. Such benefits are paid from the pension trust
fund. The $77.6 billion fund’s growth is generated from member and state contributions
as well as from investment performance.

The TRS Benefits Handbook is organized chronologically to reflect the same se-
guence of events that a member or retiree would experience while participating in the
system. For example, the booklet begins with an explanation of how to become a
member and a description of member eigibility requirements. It concludes with infor-
mation on various options available to annuitants after they retire from the system.

An index is provided to help you locate topics of interest. If you are |
interested in how the TRS plan has changed specificaly as a result of 2003
legidation, you can locate this information next to wherever a Texas State
Capitol-shaped icon appears. Y

While this handbook summarizes your TRS benefits, it is supplemented
by other materials that more fully address benefit issues and current developments. TRS
News, a periodical written for and distributed to all members and retirees, provides
information regarding significant events in the system. The Update newdletter provides
news for district and higher education reporting officials. A variety of special brochures
aso provide information on TRS benefits. Last but not least, you can find a wealth of
information about TRS benefits on the system’s Web site (www.trs.state.tx.us).

We hope that you will find this booklet and other TRS materials informative and
helpful. Should you have questions, the TRS staff welcomes the opportunity to assist
you.




Introduction

The Teacher Retirement System of
Texas (TRS) is atrust fund that was estab-
lished inthe Texas Congtitutionin 1936. The
following year, the Texas Legidlature passed
laws establishing TRS as the agency to ad-
minister that trust fund.

Current TRS responsibilities include:

* paying ben-
efits as au-
thorized by
law to mem-
bersand ben-
eficiariesina
timey and
efficient
manner;

e collecting member contributions and
maintaining records of member ac-
counts,

» collecting state contributions;

* maintaining records of financial
transactions and reporting them
to the state and TRS members;

* investing the pension trust fund pru-
dently to pay benefits provided by
law; and

e administering the retirement plan to
promote an actuarially sound sys-
tem.

The system is governed by anine-mem-
ber board of trustees appointed by the gov-
ernor with the approva of the Texas Sen-
ate. Trustees, who serve staggered six-year
terms, include active and retired employees
of public schools and higher education,
complemented by appointees having relevant
business experience.

The TRS plan of benefits is adminis-
tered as a qualified plan under the provi-
sions of the U.S. Internal Revenue Code
Section 401(a). This benefits members in
several ways.

1. Your member contributions are
made on a pre-tax basis, meaning
that at the time you receive your
salary, you do not pay federa in-
come tax on the portion of your sal-
ary used to make the contributions.
Federal income tax on the contri-

butionsis deferred until you receive
adistribution from TRS.

2. Interest that is added to member
contribution accounts each year also
istax-deferred until it is distributed.

3. Theretirement benefit that you may
be eigible to receive is taxable in-
come only for the year in which it
ispaid.

4. Certain benefits payable to a mem-
ber, retiree, spouse, or alternate
payee may be eligible for continued
tax deferral through provisions of
federal tax law alowing rollover to
another eligible retirement plan.

The TRS retirement benefit plan is a
defined benefit plan. This means that the
amount of the benefit you are paid is deter-
mined under a formula established by law.
Following formula rules and upon attaining
digibility for retirement, you may apply to
receive a particular monthly benefit without
regard to the amount of your member con-
tributions during TRS membership.

As a governmental pension plan, TRS
is not an “ERISA” plan under the federa
Employees Retirement Income Security Act
of 1974.

TRS also has been given responsibility
to administer several other programs estab-
lished by state law, including

* TRS-Care, the health benefits pro-
gram for some public school (K-12
grade) retirees,

*  TRS-ActiveCare, the health benefits
program for public school employ-
€es,

« TRS long-term care insurance,
available to eligible TRS members,
retirees, and certain members of
their family; and

e Compensation supplement and a
health reimbursement arrangement
(HRA) for public school employees.

This handbook focuses primarily on your
retirement plan benefits. For more detailed
information on other programs administered
by TRS, please refer to the TRS Web site
or to special publications that may be avail-
able for these programs.



FUNDING

TRS pension benefits are funded by
member and state contributions to the
Teacher Retirement System of Texas trust
fund, and by earnings on the investments of
thefund. In some cases, the employer pays
a part of the state contribution. Contribu-
tion rates for active members and the state
are established by the Texas Legislature,
within a range specified by the Texas Con-
gtitution. The member contribution rate is
applied to the member’s eligible monthly
compensation, and the state contribution
rate is applied to the aggregate eligible com-
pensation, of al members during a fiscal
year. The Texas Congtitution requires that
financing of benefits be based on sound ac-
tuarial principles.

TRS-Care health benefits for public
school retirees are funded by aseparate trust
fund through contributions to TRS-Care
from active employees of Texas public
schools, the State of Texas, the public
schoolsthemselves (including schoal districts
and open-enrollment charter |
schools), and the retirees
who are participants. Ac-
tive employee, public
school, and state contribu- | -
tion rates are established by 2
the legidature.

How to Become a TRS
Member

TRS membership begins |
on your 91% day of digible
employment by a TRS-cov-
ered employer. Your em-
ployer will provide TRS |_;
with your current mailing k=
address, Social Security number, date of
birth, date of hire, and the type of position
held. TRS will send you a “Welcome to
Membership” letter and a Designation of
Beneficiary form.  You will need to com-
plete this form and mail it directly to TRS.
Please see the “Beneficiary Designation by
Members’ topic further in this handbook for
information that may be helpful to you in

completing this form.

As a TRS member, you contribute 6.4
percent of your eigible compensation as
your share of the funding for your retire-
ment plan benefits, including disability re-
tirement and death benefits. Y our employer
is required to forward your contributions
directly to TRS for each month of eligible
employment.

Eligibility for TRS
Membership

Eligible employment for membershipin
TRS is defined as employment in a public,
state-supported educational institution in
Texas for one half or more of the standard
workload at arate comparable to the rate of
compensation for other persons employed
insimilar positions. Any employee of apub-
lic, state-supported educational institutionin
Texas shall be considered to meet these re-
quirementsif the member’s customary em-
ployment is for 20 hours or more for each
week and for four and one-half months or
more in one school year.

All employees of the public education
system in Texas must participate in TRS,
unless an exception to TRS membership
applies. The exceptions to TRS member-
ship include:

* An employee who begins employ-
ment on or after September 1, 2003,
and whoisnot already aTRS mem-
ber at the time of employment is
subject to a 90-day waiting period
before membership begins. The
requirement for amembership wait-
ing period currently is scheduled to
expire on August 31, 2005.

« An employee who is working less
than half time. However, an em-
ployee who performs service as a
bus driver and who drives at least
one route approved by the Texas
Education Agency isrequired to be
amember of TRS.

e A TRS retiree who returns to em-
ployment with a TRS-covered em-
ployer.

e Certain digible employees, prima-
rily in higher education, who €elect
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to participate in the Optional
Retirement Program (ORP).

* An employee of an ingtitution of
higher education who is required
to be enrolled concurrently as a
student in the employing ingtitution.

e A person serving on adaily, on-cal
basis as a substitute in a TRS-cov-
ered position normally filled by an-
other regular employee.

Optional Retirement
Program

Eligible public education employees in
Texas who work half time or more at arate
comparable to the rate of compensation for
other employeesin similar positions are au-
tomatically enrolled in TRS after the 90-
day membership waiting period of employ-
ment. However, the Commissioner of Edu-
cation and some higher education employ-
ees in certain positions designated by law
may choose to participate in the Optional
Retirement Program (ORP) instead of TRS.
Eligibility to participate in the ORP is deter-
mined by the employing institution.

Election to participate in the ORP must
be made within 90 days of first becoming
digible to do so. The 90-day eection pe-
riod may not begin before TRS member-
ship begins. If you have questions regard-
ing your €igibility for ORP participation,
please contact your employer or the Texas
Higher Education Coordinating Board. This
election is a one-time, irrevocable decision
between two distinct plans. The ORPis ad-
ministered by the Texas Higher Educa-
tion Coordinating Board and the governing
board of each individual institution of higher
education. Additiona information may be
found in the Texas Higher Education Coor-
dinating Board brochure titled An Overview
of TRSand ORP, available onthat agency’s
Web site (www.thech.state.tx.us).

Member Information

YOUR BENEFITS AS A
TRS MEMBER
TRS offers a wide array of benefits
authorized by law. Service retirement, dis-

ability retirement, and death benefits are
funded by the retirement trust fund. Ex-
cess benefit arrangement funds and health
benefits for public school employees and
retirees that are administered by TRS are
funded through separate funds and are not
a part of the TRS pension plan.

For the purposes of this handbook,
membership categories have been defined
as active contributing members, active non-
contributing members, and inactive mem-
bers. The following pension plan benefits
are available on behaf of TRS members,
when specific digibility requirements are
met:

ACTIVE CONTRIBUTING MEM-
BERS are those who are currently working
for TRS-covered employers and are con-
tributing to the TRS pension plan. They
are eligible for the following:

* interest earned monthly on mem-
ber contributions

* membership service credit towards
service or disahility retirement ben-
efits

e opportunity to purchase service
credit, subject to digibility require-
ments and annual contribution lim-
its required under federal tax law

» transfer of dligible service credit to
or from the Employees Retirement
System of Texas (ERS) at retire-
ment

» consideration of eligible service
credit under certain Texas public
retirement systems participating in
the Proportionate Retirement Pro-
gramin determining TRS retirement
igibility

» refund of accumulated contribu-
tions upon termination of Texas
public education employment and
application for refund

e death benefits payable on the
member’s behalf to a beneficiary,
as described under “ Death and Sur-
vivor Benefits for Members’

» Deferred Retirement Option Plan
(DROP) participation for members
who have at least 25 years of ser-
vice credit and are eligible for nor-
mal age retirement



e retirement annuity with five or more
years of service credit when mini-
mum age requirements are met and
employment with Texas public edu-
cation has terminated

ACTIVE NON-CONTRIBUTING
MEMBERS are those who fit into one of
the two following categories. (1) have at
least five years of service credit and are not
currently employed in a TRS-covered po-
sition, or (2) have less than five years of
service credit, are not currently employed
in a TRS-covered position, and have been
absent from TRS service for less than five
years They are digible for the following:

interest earned monthly on
member’ s account

e opportunity to reinstate service
credit and, in limited circumstances,
opportunity to purchase specia ser-
vice credit, subject to eigibility re-
quirements and limits established
by federal tax law on amounts that
may be contributed annually to the
TRS plan

» transfer of eligible service credit to
or from the Employees Retirement
System of Texas (ERS) at retire-
ment

e consideration of eligible service
credit under certain Texas public
retirement systems participating in
the Proportionate Retirement Pro-
gram in determining TRS retire-
ment dligibility

» death benefits in an amount equal
to the member’ s accumulated con-
tributions, or, if the member meets
certain eigibility requirements, ac-
tive contributing member death
benefits (See “Death and Survivor
Benefitsfor Members,” alsoin this
handbook.)

» refund of accumulated contribu-
tions upon termination of Texas
public education employment and
application for refund

e retirement annuity with five or more
years of service credit when mini-
mum age requirements are met and
employment with Texas public edu-
cation has terminated

INACTIVE MEMBERS are those
who have less than five years of service
credit and who terminated employment in a
TRS-covered position more than five years
ago. State law provides that unless a per-
son has at least five years of service credit
with TRS, failureto qualify for service credit
for five consecutive yearswill terminate that
person’s membership in TRS, effective on
the first September 1 that occurs after the
non-qualifying years. Personswhose mem-
bership in TRSis terminated in this manner
are dligible to have their accumulated con-
tributions returned to them or paid to their
heirs before the seventh anniversary of the
former member’slast day of service. If the
person or the person’s heirs do not claim
the accumulated contributions and cannot
befound at the address of record with TRS,
the person’s contributions may be forfeited
to TRS.

Inactive members may avoid termina
tion of membership if they meet one of the
following requirements and notify TRS of
the circumstances relating to their absence
from TRS-covered service:

e Peforming military service that is

creditable in TRS,

e On leave of absence from employ-

ment in a public school, or

e Earning servicecredit in either ERS

or in ancther Texas public retire-
ment system that participatesin the
proportionate retirement program.

Note that a member who retires termi-
nates TRS membership through retirement.
Therefore, memberswho retire arereferred
to in this handbook as “retirees’ rather than
as members. Retirees are not included in
any of the membership categories described
above. For retiree benefits, please refer to
the part of this handbook beginning on page
24.

In addition to participation in the TRS
pension plan, some public education employ-
ees and/or their dependents may be eligible
to participate in the follow- |
ing programs administered
by TRS:

* TRS-ActiveCare,

the group health |
benefit plan for




some public school employees

e Long-term careinsurance, adminis-
tered by TRS through Aetna

e Supplemental compensation pay-
ments made on a “pass through”
basis by TRS until September 1,
2004

* TRS-HRAccount, a health reim-
bursement arrangement program
beginning September 1, 2004

CHANGE OF MAILING
ADDRESS

TRS requires notification in writing of
an address change. The written notice must
contain both your Social Security number
and your signature. If you work for aTRS-
covered employer that uses TRAQS, the
TRS Internet reporting system, you must
submit your change of address directly to
your employer, who will submit the change
to TRS electronicdly. This change will re-
main in effect until you revokeit. Members
whose employers do not use TRAQS or who
are not currently employed in Texas public
education may submit address changeson a
“Change of Address Natification” form (TRS
358). Copies of this form may be printed
from the Forms page of the TRS Web site
(www.trs.state.tx.us) or obtained by calling
TRS at 1-800-223-8778 and then request-

ing the “Forms’ menu.

MEMBER NAME CHANGE

TRS requires natification in writing of
a name change. The written notice must
contain both your Social Security number
and your signature. Y ou must alsoincludea
copy of a court order or marriage license
that authorizes your name change. Thereis
no TRSform available to change your name.

If you work for a TRS-covered em-
ployer that uses TRAQS, the Internet re-
porting system, you also must officially
change your name in your employer’'s
records. Your employer will then commu-
nicate this change to TRS electronicaly.

CHANGE OF BENEFICIARY BY
AN ACTIVE MEMBER

To ensure that any death benefits pay-
able by TRS are paid as you intend, it is
important for every member to have a cur-
rent beneficiary designation on file with
TRS. You may print a copy of form TRS
11 from the TRS Web site or contact TRS
for a change in beneficiary form when sig-
nificant life events occur, such as marriage,
divorce, or death of a spouse or designated
beneficiary. Please see the topic “Benefi-
ciary Designation by Members’ further in
this handbook for more information. Retir-
ees should refer to the information on pages
26-27.

Your Member Contribu-
tion Account

Y our member contribution account in-
cludes your contributions, amounts paid for
purchased service credit (excluding fees)
and applicable interest. Contributions to a
DROP account are not included. The
amount contributed is established by law;
currently, the required contribution rate is
6.4 percent of digible compensation. Mem-
ber contributions due after January 1, 1988,
are tax-deferred.

NOTE: If you are |
a member em-
ployed by a public
school, you also
contribute .50 per- |
cent of eligible Fra il
compensationto TRS-Care, there-
tirees group health benefits pro-
gram. This amount is not depos-
ited into your member contribution
account, is not reflected on your
annual Statement of Account, and
is non-refundable.

Your contribution to TRS is deducted
by your employer each time you are paid,
and forwarded to TRS. Uponreceipt, TRS
credits your member contribution account
with the deposit.

Interest on your contribution is com-
puted at the rate of five percent a year on
the mean balance in your account during
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that fiscal year (average of your lowest and
highest balances). TRS credits interest on
August 31 of each year. If you withdraw
your account, interest is computed at the
rate of five percent on the mean balance
from September 1 of thefiscal year in which
the account is withdrawn until the end of
the month immediately preceding the ter-
mination.

Each year, members are provided with
a Statement of Account that shows the de-
posits and total amount in the member’'s
account for the year ending August 31.
These statements are mailed directly to the
member’s address on file at TRS.

The Statement of Account will also re-
flect information about your current and
highest years of compensation and service
credit. In addition, if you are eligible for
normal age or early age retirement, the state-
ment will provide you with the estimated
monthly annuity payments you could receive
if you retired. The estimate is subject to
correction of salary or service credit at time
of retirement. The age and gender of your
primary beneficiary is also shown on your
Statement of Account.

It is very important for you to advise
TRSinwriting of any inaccuracies contained
in your statement.

Creditable Compensation

Creditable compensation is an impor-
tant component in the calculation of your
retirement benefit, as well as some forms
of death and survivor benefits paid on be-
half of active members. State and federa
laws limit the amount and type of compen-
sation creditable with TRS. For TRS re-
tirement plan purposes, compensation is
defined as salary and wages paid or payable
to amember for services rendered during a
school year. The salary and wages must be
paid proportionately as the service is ren-
dered and must be paid in normal periodic
payments.

Non-creditable compensation includes
expense payments, alowances, most bo-
nuses, fringe benefits, payments for unused
vacation or sick leave, pay for teaching cer-
tain driver education courses, compensation
not made pursuant to a valid employment

agreement, active employee health cover-
age or compensation supplementation re-
ceived by an employee under Art. 3.50-8 of
the Texas Insurance Code, amounts credit-
able to ahealth reimbursement arrangement,
amounts paid in settlement of aclaminlieu
of lost wages, payments for terminating
employment or paid as an incentive to ter-
minate employment, payments made as an
incentive to accept employment such assign-
ing bonuses, and payments for work as an
independent contractor or consultant. Non-
creditable compensation cannot be used
for the purpose of determining TRS ben-
efits.

TRS may require additional informa
tion or verification to determine whether
compensation reported to TRSis creditable.
Verification for any compensation other than
performance pay will not be accepted after
amember hasretired and the member’ sfirst
monthly annuity payment has been issued
or after the effective date of a member’s
participation in DROP. Verification of per-
formance pay earned during the school year
in which the member retires must be made
to TRS by the employer as soon as pos-
sible; any benefit adjustment resulting from
performance pay verified after retirement
will be made effective the month following
the month in which TRS receives the de-
posits for the performance pay from your
employer. TRS will also apply state law in
determining whether mid-year increases or
retroactive increases in your saary are €li-
gible.

Some more highly paid members may
have their annual creditable compensation
limited in accordance with Section 401(a)
(17) of the Internal Revenue Code. These
limits affect individualswho joined TRSfor
thefirst time on or after September 1, 1996.
For such individua's, annual creditable com-
pensation islimited to $205,000 for the plan
year September 1, 2004 through August 31,
2005. The annual limit is subject to index-
ing each plan year, based on federal regula-
tions.

The same compensation that is subject
to credit for TRS benefit calculationsisalso
subject to member contributions. Amounts
excluded from creditable compensation are

not subject to member contributions.
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Membership Service
Credit

Five Years Membership
Service Credit

Service credit is earned in one-year in-
crements. A member must serve at least 4
%2 months in an dligible position during the
school year (generally September 1 through
August 31) to receive one year of member-
ship service credit. Service during theini-
tial 90-day membership-waiting period
does not fulfill any of the service require-
mentsto receive a year of membership ser-
vice credit. (Seepage 3.) A year of service
credit cannot include more than 12 months.
The beginning date of the year of service
credit generally coincides with the beginning
date of the school year of the employer or
the date of your employment under a con-
tract or ora or written work agreement that
begins on or after July 1 and continues af-
ter August 31 of the same calendar year.

There are two exceptions to the 4%
month service requirement to receive ayear
of membership service credit.

First, a member who serves a full
semester of more than four calen-
dar months will receive credit for a
year. Second, a year of service
credit will be granted to an em-
ployee in a TRS-eligible position
who entered into an employment
contract, or oral or written work
agreement, for a period of at least
4y months or a period of afull se-
mester of more than four calendar
months but who actually renders
only 90 or more actual workdays.

Service for a minimum of 90 actual
workdays as a substitute may qualify for
service credit if verified and purchased.

No more than one year of service may
be credited in any one school year.

Service credit is an important compo-
nent in determining eligibility for certain ben-
efits, in the calculation of a service or dis-
ability retirement benefit, and it also may
be important in the calculation of certain
death and survivor benefits. See the sec-
tion on “ Standard Annuity” on page 18 for
more information on how service credit af-
fectsthe calculation of your retirement ben-
efit.

Five years of membership service credit
is important because:

e Your membership does not termi-

nate due to absence from service.

*  Youaredigibleto retire at afuture

date and receive a lifetime monthly
annuity.

If you have fewer than five years of
service credit, your TRS membership will
be terminated on September 1 following five
consecutive yearsin which you fail to qualify
for ayear of membership service credit, as
described on page 5 under “Inactive Mem-
bers.” Youwill nolonger receive TRS mem-
bership information, such as newsletters or
annual account statements. To receive a
refund of your accumulated contributions be-
fore your membership terminates, please
contact TRS.

Refund of Member
Contributions

Withdrawal of your account means ter-
mination of your membership, loss of your
TRS service credit and forfeiture of any ben-
efits that you have accrued. It also results
in loss of digibility you may have had for
TRS-Care health benefits upon retirement.
To ensure full understanding of the TRS
benefits waived, amember with five or more
years of service credit must sign aform ac-
knowledging that you are waiving al rights
to TRS retirement benefits. Terminating
TRS membership may aso affect your €li-
gibility for retirement under the proportion-
ate retirement program, if you have service
under another Texas public retirement sys-
tem.

If you return to TRS-covered employ-
ment after you have terminated member-
ship in TRS through arefund of your mem-
ber contributions, you are subject to the 90-
day membership-waiting period applicable
to employees who begin employment on or
after September 1, 2003.



Refunded amounts are subject to man-
datory federal income tax withholding un-
less you elect arollover to another digible
retirement plan, such as a401(k) plan or an
Individual Retirement Account (IRA). An
early withdrawal penalty assessed by the
IRS may aso be applicable. For more de-
tails, please refer to the TRS brochuretitled
Requesting a Refund, which is available
online or from TRS.

If you permanently terminate employ-
ment with a TRS-covered employer and
have not applied for or received a promise
of employment with the same or another
TRS-covered employer, you may terminate
membership in TRS and withdraw the ac-
cumulated contributions in your member
account. In order to terminate TRS mem-
bership and withdraw your account, form
TRS 6, “Notice of Final Deposit and Re-
quest for Refund,” must be submitted to
TRS. You may print a copy of this form
from the TRS Web site. Y our account will
be refunded following receipt of both your
final deposit and completed forms. For your
protection, TRS requires sufficient time to
verify your employment status and identify
you as the withdrawing party.

Moreinformation on the refund process
can be found in the Refund Checklist at the

end of this handbook.

Purchase of Service Credit

In addition to earning membership ser-
vice credit for service for a TRS-covered
employer, eligible TRS members may pur-
chase the following types of service credit:

* unreported service

* state sick and/or personal

* substitute service

 developmental leave

* withdrawn

* out-of-state

» work experience by acareer or

technology teacher

* military/USERRA

* service credit purchase option

* 90-day waiting period

Purchase of service credit is subject to
Interna Revenue Code limits on the annua
voluntary contributionsthat may be madetoa
tax-deferred retirement plan. For more infor-

mation, please read the section, “Limits Af-
fecting Purchase of Service Credit,” on page
13.

To use purchased service credit in cal-
culating service retirement benefits, you
must complete the purchase by your effec-
tive date of retirement or by the last day of
the month in which you submit a retirement
application, whichever islater. To use pur-
chased service credit in the calculation of a
disability retirement benefit, you must com-
plete the purchase by the effective date of
retirement, by the last day of the month in
which your retirement application is filed,
or within 30 days of TRS correspondence
notifying you that your disability retirement
has been approved, whichever is later.

If you wishto participatein the Deferred
Retirement Option Plan (DROP) but also
wish to purchase service credit, you must
purchase all service credit for which you are
eligible prior to your entry into DROP. If
you participate in DROP, you are not €li-
gible to purchase state sick and/or personal
leave service credit for leave accrued but
unused before and during your participation
in DROP.

Service credit that you may be €li-
gible to purchase cannot be included
in calculating your member death ben-
efits unless the service credit is pur-
chased beforeyour death. A beneficiary,
however, may complete payment for
service credit that you began to pur-
chase on an installment basis by paying
the balance due in a lump sum.

Out-of-state service, military service,
developmenta leave, and work experience
are evaluated for credit based on a Sep-
tember 1 through August 31 school year.

Fees for purchasing service credit vary
according to the type purchased.

Service credit may be purchased by lump
sum, and for some types of service credit,
installment payment plans may be available.

Members who may be dligible to pur-
chase service credit should plan carefully if
they wish to make such purchases, well in
advance of the anticipated retirement date,
due to digibility requirements, annual con-
tribution limits, and deadlines that may ap-
ply. Detailed information about each type
of service credit, including dligibility, cost,
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and procedure to purchase |
thecredit, isavailablein the
brochure TRS Service
Credit, whichisavailableon 7
the TRS Web site. If you | -
have questions about
whether purchased service credlt will be
counted towards €ligibility for TRS-Care
health benefits at time of retirement, please
refer your questions to the TRS-Care staff.

UNREPORTED SERVICE
AND/OR SUBSTITUTE
SERVICE

Unreported serviceisserviceinaTRS
digible position that was not reported to TRS
at the time the service was rendered. Ser-
vice of 90 or more actual workdays in a
school year as a substitute may also be €li-
gible for service credit as unreported ser-
vice.

Eligible unreported and/or substitute
service will be credited to your member ac-
count when TRS receives acceptable proof
of your service and the salary earned, as
well as payment of the unreported deposits
that are due.

A five percent per year fee on the un-
paid amount is added to the cost of the ser-
vice credit from the date the service was
rendered until the cost is paid.

Once dligible unreported service or sub-
stitute service is verified, payment of TRS
deposits and applicable fees for the service
is mandatory. A benefit will not be paid
until deposits have been received on all ser-
vice that is dligible for TRS membership.

If as a member you have €eligible unre-
ported service that has not been verified to
TRS, you should contact TRS for the form
needed to verify your service. If you have
at least 90 days of substitute service in a
school year and wish to purchase the sub-
stitute service, please contact TRS. Unre-
ported or substitute service cannot be veri-
fied and purchased after a member has re-
tired or entered the Deferred Retirement
Option Plan (DROP).

WITHDRAWN SERVICE

Any member who haswithdrawn ac-
cumulated contributions has terminated
the service credit associated with the con-
tributions. Members are not required to
be currently contributing to TRS in order to
buy back withdrawn service. However,
memberswho are not contributing and wish
to buy back withdrawn service must have
an account balance with TRS, or they must
meet the ERS or proportionate retirement
eligibility requirements described further
below.

Terminated service credit may be rein-

stated by:
*  depositing the eigible amountswith-
drawn,

e paying a reinstatement fee of six
percent compounded annually of the
digible amountswithdrawn com-
puted from the date of the with-
drawal to the date of purchase, and

« reingating dl digibleterminated ser-
vice credit.

ERS members who have at least 36
months of ERS service |
credit and who withdrew
TRS accounts may reinstate
their TRS service credit ac-
count for retirement pur- | .
poses. Terminated service [ i
credit may also berel nstated by benef|C|a-
ries of deceased active members and used
in the calculation of death benefits payable
by ERS. See“TRS/ERS Service Transfer”
later in this publication.

Active members of other Texas public
retirement systems that participate in the
proportionate retirement program may also
reinstate terminated TRS service credit.
Submit a written request to TRS to obtain
more information.

A TRS member also may be able to
reinstate terminated service credit in another
Texas public retirement system that partici-
pates in the proportionate retirement pro-
gram. Please contact that retirement system
for information on reinstating service credit.
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OUT-OF-STATE SERVICE

If you are an active TRS member with
at least five years of TRS service credit,
you may be dligible to purchase certain out-
of-state service credit. Generally, one year
of out-of-state service credit may be pur-
chased for each year of TRS service credit,
up to amaximum of 15 years. Purchase of
out-of -state service credit may be limited
by other state and federal laws, including
limits on the amount of money that may be
voluntarily contributed in one year. TRS
has no agreement with retirement systems
in other states for transferring service.

Out-of-state service credit must have
been rendered in a public school system or
college maintained wholly or partly by an-
other state or territory of the United States
or by the United Statesfor children of United
States citizens. A school receiving funds
under 22 U.S.C. Section 2701 is consid-
ered a public school for the purpose of this
service credit. Employment in a position
on afull-time basis (defined as one-half time
or more) for at least four and one-half
months, for a full semester of more than
four calendar months, or for 90 days of ser-
vice (either full time or as a substitute) in
any one school year qualifies.

To obtain TRS credit for each year of
out-of-state service, you must pay 12 per-
cent of the annual saary rate for the first
year of TRS-covered service that is both
after the out-of -state service and after Sep-
tember 1, 1956. A feeof eight percent, com-
pounded annually, is added to the cost of
obtaining out-of-state service credit for each
year following thefirst year of digibility until
the cost is paid. This service credit may be
purchased one year at atime, and it must
be purchased in the order in which the out-
of -state service was rendered.

MILITARY SERVICE

If you are a TRS member with at least
five years of TRS service credit, you may
be eligible to purchase up to five years of
service credit for active military duty ren-
dered in the United States armed forces.

Credit for both voluntary and draft ser-
vice is digible for purchase. Military ser-

vice terminated by a sentence of court-mar-
tid is not eligible for purchase.

Immediately upon becoming eligible to
purchase the service credit, you should send
TRS a copy of your military service record
form (DD 214) showing your entry and
separation dates of active duty service. TRS
will then send you a cost statement and in-
form you of digible service credit. If you do
not make payment within one year after the
end of the year in which you become €li-
gible to purchase the service credit, afee of
eight percent, compounded annually, will be
added to the cost of obtaining military ser-
vice credit for each year following the first
year of digibility until the cost ispaid. This
service credit may be purchased one year at
atime.

USERRA SERVICE

Uniformed Services Employment &
Re-employment Rights Act (USERRA)

The federal law known as “USERRA”
establishes certain rights if you leave TRS-
covered employment for active military duty
and are subsequently re-employed, or apply
for re-employment, in a TRS-covered posi-
tion. You may be entitled to establish
USERRA service credit for the active duty.
Y ou should contact TRS immediately upon
application for, or reeemployment in, aTRS-
covered position to receive a cost statement
indicating the amount needed to establish the
service credit. If you receive credit under
these provisions, you may hot receive du-
plicate military service credit as described
above for the same period of military ser-
vice.

Specific time limits must be followed
when returning to employment and purchas-
ing this service credit. See the TRS Service
Credit brochure for additional information.

If your employment is interrupted by
military duty in a school year in which you
aready have received a year of TRS mem-
bership service credit but you expected that
year to be one of the best three compensa-
tion years for calculation of a TRS retire-
ment benefit, you should contact TRS about
establishing compensation credit for that year
under USERRA.
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Some military service may qudify for
either military service credit or USERRA
service credit. In some instances, the cost
of the service credit may be less under
USERRA, if the military service quadifies.
However, under USERRA, the service credit
must be purchased within atime period start-
ing with the date of re-employment and last-
ing three times the period of the person’'s
uniformed service, not to exceed five years.
Regular military service credit does not have
this restriction. Contact TRS for more in-
formation to determine which optionswould
be availableto you, if you have military ser-
vice.

STATE SICK AND/OR
PERSONAL LEAVE

A member may purchase one year of
membership service credit for 50 days or
more or 400 hours or more of accumulated
state sick and/or persona leave that is un-
used as of your last day of employment be-
fore retirement. Y ou may accumulate only
five days per year of state sick and/or per-
sonal leave toward the 50 days or 400 hours.
A maximum of one year of service credit
may be purchased.

Purchase of this service credit is sub-
ject to the annual contribution limits in Sec-
tion 415 of the Internal Revenue Code. Y ou
should consider completing the purchase of
all other types of service credit you are dli-
gible to purchasein the years prior to retire-
ment to reserve the maximum amount al-
lowed by law for voluntary contributions for
the purchase of this service credit at thetime
of retirement.

To receive service credit, you must pay
the actuaria present value of the benefits
that are attributable to the sick and/or per-
sonal leave service credit. Purchased sick
and/or personal leave may not be used to
establish digibility for retirement.

If you participate in DROP, you are not
eigible to purchase state sick and/or per-
sonal leave service credit for leave that is
accrued before and during your participa
tion in DROP.

DEVELOPMENTAL LEAVE

If you are a member with at least five
years of service credit, you may purchase a
maximum of two years of service credit for
developmental leave by:

» notifying TRS in advance that you
will be taking the developmental
leave,

« certifying the leave through your
current employer, and

* making deposits for both state and
member contributions by the end of
your first creditable year of service
following the leave. The deposits
would be based on your annual sal-
ary for the year prior to the year in
which you take the leave.

Developmental leave is absence from
membership service that is approved by the
member’ s TRS-covered employer for study,
research, travel, or another purpose de-
signed to improve the member’s profes-
sional competence. Established devel opmen-
tal leave credit cannot be used in computing
retirement benefits until you have at least
10 years of actua Texas public school ser-
vice.

WORK EXPERIENCE BY
CAREER OR TECHNOLOGY
TEACHER

An €ligible member may establish ser-
vice credit for one or two years of digible
work experience. Anéligiblememberisone
who has at least five years of TRS mem-
bership service credit, and digible work ex-
perience is work for which you are entitled
to salary step credit under Section 21.403(b)
of the Texas Education Code. An digible
member may establish credit for this ser-
vice by depositing with TRS, for each year
of service, an amount equal to the actuarial
present value of the additional standard re-
tirement annuity benefits that would be at-
tributable to the additional service credit.
Cost tables for this type of purchased ser-
vice credit are available on the TRS Web
site.
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SERVICE CREDIT PURCHASE
OPTION (SCPO)

A member with at least seven years of
membership service credit for actual ser-
vice in Texas public education institutions
is eligible to purchase one, two, or three
years of additional service credit. To pur-
chase this credit, you must pay the actu-
aria present value of the additional annuity
benefit as determined by TRS that is attrib-
utable to the number of years of service
credit purchased. Y ou may estimate the cost
of purchasing this service credit by using
the calculator on the TRS Web site
(www.trs.state.tx.us).

Purchase of this service credit is sub-
ject to the limitsin Section 415 of the Inter-
nal Revenue Code on the amount of money,
which can be voluntarily contributed to
TRS, and any restrictions in state law on
the amount of service credit, which may be
purchased.

MEMBERSHIP
WAITING PERIOD SERVICE

A person who begins work for a TRS-
covered employer on or af- |
ter Sept. 1, 2003, and who
isnot already a TRS mem-
ber at the time employment .
begins is subject to a 90- | -
day waiting period before [Z Wi
TRS membership begins. If, due to the
waiting period, a member does not work a
sufficient length of time as a TRS member
in a school year to earn a year of member-
ship service credit, the member may be €li-
gible to purchase waiting period service
credit. To do so, the member must have
sufficient waiting period service and TRS
covered service combined during the school
year to meet the length of service require-
ments for a year of TRS membership ser-
vice credit (generally, 4%2 months). Waiting-
period service credit isnot available for pur-
chase until after August 31 of the school
year that contains the waiting period. Con-
tact TRS for eligibility and cost informa
tion, if you wish to purchase waiting period
service credit.

LIMITS AFFECTING PURCHASE
OF SERVICE CREDIT

Federal tax law limits the amount of
annual contributions a person may make to
tax-deferred retirement plans, including
TRS. Under the Internal Revenue Code,
voluntary member payments to TRS in a
plan year (September through August) for
purchasing service credit generally are lim-
ited to 100 percent of compensation or
$41,000 for the 2004-2005 plan year, which-
ever isless. The $41,000 amount is sub-
ject to annual adjustment by the U.S. Sec-
retary of Treasury in subsequent plan years.
For some types of purchased service credit,
the limit does not apply or may be higher.
TRS will inform a member at the time of
billing whether the limit is applicable. For
example, the annual limit does not apply to
payments for reinstating withdrawn service
credit. Payments made through a rollover
or adirect trustee-to-trustee transfer also are
not subject to, or counted towards, the limit.

The limit does not increase regardless
of how many types of service credit you
may be dligible to purchase. The limit is
especialy important if you are considering
purchase of state sick and/or personal leave
credit, which can only be purchased at the
time of retirement, or the service credit pur-
chase option (SCPO), due to the estimated
cost of such service credit and federal tax
code requirements.

For more information, please refer to
the brochure TRS Service Credit to plan
your purchase of service credit in a manner
consistent with the limits.

TRS/ERS Service Transfer

Eligible members of TRS may transfer
service credited under the Employees Re-
tirement System of Texas (ERS) to TRS.
Likewise, eligible members of ERS may
transfer their TRS-credited service credit to
ERS. Thetransfer of service that has been
actively maintained or reinstated takes place
under the rules of the system to which the
creditistransferred. Such transfer may only
take place when the member retires or at
the time that a pre-retirement death benefit
becomes payable. Members who have al-
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ready retired under either system are not
digible to transfer service credit, athough
such TRS retirees may be able to use their
TRS service credit under the proportionate
retirement program.

TRS members who have at least three
years of service credit in |
TRS may reinstate with-
drawn ERS service credit.
ERS members who have at
least 36 months of service | -
credit in ERS may reinstate -
withdrawn TRS credit. The cost of rein-
statement is determined by, and payment is
made to, the system from which the service
credit was withdrawn.

Beneficiary Designation
by Members

Death benefits are provided beginning
on the first day of your |
TRS-covered employment
following completion of the
initial 90-day waiting period.
For this reason, you should | :
designate abeneficiary. Sig- -
nificant events (such as
marriage, divorce, death of a beneficiary,
birth of achild and receipt of Medicaid by a
person designated as your beneficiary)
should prompt a review of your beneficiary
designation. It is important to periodicaly
review your beneficiary designation and
notify TRS immediately if any change is
needed to reflect changes in your personal
circumstances.

DESIGNATING A BENEFICIARY
FOR MEMBER DEATH AND
SURVIVOR BENEFITS

Y our beneficiary must be designated on
adesignation of beneficiary form prescribed
by TRS. Because TRS has several differ-
ent beneficiary forms, the form you com-
plete must be for that specific benefit. When
you are enrolled as a TRS member, a ben-
eficiary form is mailed to you. The signed
and completed form must be received by
TRS prior to your death. Y our employer is
not authorized to receive the designation of

beneficiary form, or any later change of ben-
eficiary form, on behaf of TRS. When
you designate your beneficiary, you should
provide adequate identifying information to
enable TRS to locate and pay your benefi-
ciary upon your death. If you designate an
edtate, trugt, or other legal entity as your ben-
eficiary, further documentation will be re-
quired.

Joint beneficiaries may be designated
to receive death benefits. When joint ben-
eficiaries are designated and one of thejoint
beneficiaries predeceases the member, then
the remaining joint beneficiary(ies) will re-
ceive either the entire benefit or the benefit
in equal shares. If an dternate beneficiary
was named, the alternate beneficiary would
not be eligible for the benefit aslong as any
joint beneficiary(ies) survived the member.
Y ou may want to consider that joint benefi-
ciaries will not be digible to select and re-
ceive lifetime annuity payments asthe form
of death and survivor benefit payable by
TRS, since this form of payment is based
on the age and life expectancy of one per-
son.

When naming children as beneficiaries,
please note that TRS cannot pay the ben-
efit directly to aminor child. Therefore, if
you name a minor child residing in Texas,
TRSwill pay either through that child’ s sur-
viving parent or the legally appointed guard-
ian in accordance with Texas law. If the
child does not residein Texas, TRSwill pay
the benefit on behalf of the child in accor-
dance with the laws governing the child’s
place of residence. See the “General Infor-
mation” section at the end of this handbook,
under the topic “Considerations before
Naming a Minor Child as a Beneficiary.”
When considering the designation of a mi-
nor child or achild with special needs, TRS
suggests that you seek legal counsel.

A divorce does not automaticaly re-
voke the designation of a spouse or former
spouse as beneficiary if the designation was
made before the date of the divorce. To
revoke the designation of the former spouse
for active member death benefits that was
effective before the date of divorce, TRS
must receive a certified copy of your di-
vorce decree before payment of any death
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benefits is made to the former spouse as
beneficiary. If your beneficiary designation
was effective after a divorce, the divorce
has no effect on the designation. For ex-
ample, if you designate your former spouse
as your beneficiary after your divorce with
the intent that the former spouse should re-
ceive the benefits to care for the children of
the marriage, the divorce will have no ef-
fect on the designation.

If your marital status changes, you can
ensure that your wishes are followed by up-
dating who you designate as your benefi-
ciary on aform prescribed by and received
by TRS. To reduce the chance of a chal-
lenge to the designation at your death, sub-
mit a new designation of beneficiary form
after marriage or divorce—even if you des-
ignate the same person as your beneficiary.

TRS death benefits are not life insur-
ance payments and, as a result, they are
subject to federal incometax. Also, TRSis
not an ERISA plan, and the requirements
of that law with respect to designation of
beneficiaries do not apply to TRS. For fur-
ther details, consult a legal and/or a finan-
cia advisor.

Death and Survivor
Benefits for Members

When you as a member die in a
school year in which you have per-
formed service, your beneficiary is €li-
gibleto select one of thefollowing pay-
ment plans:

1. Anamount equa to twice your an-
nual rate of compensation for the
school year in which you die or
twice the amount of eligible com-
pensation paid in the immediately
preceding school year, whichever is
greater, up to a maximum benefit
payment of $80,000.

2. Sixty monthly payments equal to
your standard annuity without re-
duction for age. This payment plan
is available to members who have
five or more years of TRS service
credit.

3. A lifetime annuity equa to an Op-
tion 1 retirement plan, calculated as

if you retired in the month before
your death. This payment plan is
available only to members who
have five or more years of TRS
service credit. Also, thisplanisnot
available to joint beneficiaries.

4, An amount equal to the accumu-
lated contributionsin your account.

5. Survivor benefits consisting of a
$2,500 lump sum payment plus a
monthly payment, according to the
following relationships:

» Toabeneficiary spouse, $250
per month for life when your
spouse reaches age 65.

* To a beneficiary spouse who
has one or more minor children,
$350 per month, continuing
until the youngest child reaches
age 18. At age 65, your ben-
eficiary spouse would receive
$250 per month for life.

e Tominor children designated as
beneficiaries, $350 per month
with two or more children less
than age 18, or $250 per month
with only one child under age
18.

» To adependent parent benefi-
ciary, $250 per month for life
when the dependent parent
reaches age 65.

If an annuity form of payment is se-
lected, the first payment will become pay-
able for the month in which your death oc-
curs.

In addition to these five options, alump
sum desth benefit of $160,000 is payable
to the designated beneficiary of a member
who is a TRS-covered employee and who
dies as aresult of a physical assault during
the performance of the employee’s regular
duties.

If you are a member but you did not
perform service in the school year of your
death, your beneficiary would be eligible to
select from the same five death benefit
choices listed above, if the following condi-
tions are met:

* Your death occurs during a time
when you were dligible to retire or
would become €eligible to retire
without further service before the
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fifth anniversary of your last day
of service as a member; or

* Your absence from service was be-

cause of sickness, accident or other
cause the board of trustees deter-
mines involuntary; or

* Your absence from service was in

furtherance of the objectives or
welfare of the public school system.

If you are aTRS member at the time of
your death but do not meet any of the re-
guirements described in this section for
member death benefit eigibility, death ben-
efits in the amount equal to the accumu-
lated contributionsin your account are pay-
able to your beneficiary.

More information about the steps a ben-
eficiary should take in the event of the death
of a member can be found in the “Death
Claims Checkligt” at the end of this hand-
book.

Deferred Retirement
Option Plan (DROP)

The TRS plan permits eligible members
to participate in a Deferred Retirement Op-
tion Plan (DROP). Participationinthisplan
allows members to continue employment
while accumulating a portion of their stan-
dard annuity in a specia account that isdis-
bursed beginning at the time of their retire-
ment.

Active contributing members who are
eligiblefor norma age serviceretirement and
who have at least 25 years of service credit
may participate in DROP.

An €dligible member may elect to par-
ticipate in DROP for a period of oneto five
years, in yearly increments. Your election
is made one time and is irrevocable. If you
enrolled in the DROP program on or after
September 1, 1999, you will have 60 per-
cent of your calculated standard annuity
deposited each month into a special DROP
account, following TRS approva of your
DROP application. TRS credits interest
monthly to the DROP account at the rate of
five percent per annum until final distribu-
tions are made.

During DROP participation, your mem-
ber contributionsto TRS continue, but they

are not deposited into your account and are
not refundable. No service or compensa-
tion credit is earned during DROP partici-
pation.

Participation in DROP limits aretiree’s
annuity as compared with the annuity that
would have been received had no DROP
been sdlected, since no additional service
credit accrues during the years in which a
member participatesin DROP. Post-retire-
ment increases are based on the amount of
aretiree’s annuity. Consequently, any fu-
ture percentage increases awarded by the
legidature could be smaller than they other-
wise would have been, since they would be
calculated on a smaller annuity.

If you wish to participate in DROP but
also wish to purchase service credit, you
must purchase all service credit for which
you are €eligible prior to your entry into
DROP. If you participate in DROP, you
arenot eligibleto purchase unused state sick
and/or personal leave service credit for leave
accrued before and during your participa
tion in DROP.

Upon retirement, DROP accounts may
be disbursed in alump sum or in yearly or
monthly payments over a five- or 10-year
period. Lump sum distributions or periodic
payments for less than 10 years are eligible
for rollover tax treatment. Distribution of
the DROP has tax consequences. The De-
ferred Retirement Option Plan/Partial
Lump Sum Option brochure has additional
information regarding these important tax
conseguences.

Also, if you are digible for DROP, the
online retirement estimate calculator on
the TRS Web site will estimate your
DROP values. See the TRS Web site
(www. trs.state.tx.us).

Health Benefit Programs
for Active Public School
Employees

TRS-ActiveCare

TRS-ActiveCare went into effect on
September 1, 2002. Blue Cross and Blue
Shield of Texas administersthe medical ben-
efits, and Medco administers the pharmacy
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benefits.

TRS-ActiveCare offersachoice of three
preferred provider organization (PPO) plans
statewide. Also, health maintenance orga-
nizations (HMOs) options are available in
sdlect serviceareas. Tobedigiblefor TRS
ActiveCare, an individual must be employed
by a participating entity, which means a
schoal district, aparticipating charter school,
a regional education service center, or an-
other educational district whose employees
are TRS members, and must satisfy one of
the following requirements.

e The individual must be an active

contributing TRS member, or

» theindividua must be employed for

10 or more hours per week .

Individual s receiving health benefit cov-
erage as an employee or retiree under the
State University Employees Uniform Insur-
ance Benefits Act or the Texas Employees
Group Benefits Act are not eligible for cov-
erage under TRS-ActiveCare. Also, aTRS
retiree enrolled in, or who declined cover-
age under, TRS-Careisnot eligible for cov-
erage under TRS-ActiveCare.

More details about the program are
available on the TRS Web site
(www.trs.state.tx.us/trs-activecare).

TRS-HRAccount

The 78" Texas Legislature passed
HouseBill 3257, which pro- |
vides for a new Health Re-
imbursement Arrangement
(HRA) program, called
TRS-HRAccount. TRS-| .
HRA ccount goesinto effect £ =
on September 1, 2004, and Aetna was se-
lected by TRS to administer the program.

TRS-HRAccount allows employees to
reimburse themselves or pay providers for
qualified health care expenses. The pro-
gram also allows employees to reimburse
themselves for premiums that are not sub-
ject to a Section 125 premium conversion
plan. The expenses may be for the em-
ployees, spouses, or eligible dependents.
The following are additional key features
about the new TRS-HRA ccount benefit:

e It is structured to provide a non-

taxable benefit to employees when

the funds are used for qualified
health care expenses.

* Itisfunded solely by the compen-
sation supplement paid by the State.

e Unused funds in the account re-
maining after the end of the fiscal
year (August 31) carry over to sub-
sequent years.

»  Terminated employeesretain access
to their accumulated funds for fu-
ture claims.

Additional details about TRS-
HRAccount will be provided in TRS news-
letters and through the TRS Web site
(www.trs.state.tx.us).

GROUP LONG-TERM CARE
INSURANCE PROGRAM

Aetna Life Insurance Company (Aetna)
underwrites the group long-term care insur-
ance program for active TRS members,
TRS retirees, and certain family members.
Under this plan, digible individuals may ap-
ply for completely portable coverage at fa-
vorable group rates.

Eligible TRSretirees, digibleactive TRS
members, and dligible family members have
the opportunity to apply for group long-term
care insurance coverage until September 30,
2006. To obtain this coverage from Aetna,
a medical questionnaire showing evidence
of good health may be required. Some ap-
plications may be declined based on Aetna's
underwriting guidelines.

TRS active members are digible if they
are not participating in any of the following
plans, and TRS retirees are digible if they
cannot participate in either of the following
plans:

» Texas Employees Group Benefits
Program — administered by the
Employees Retirement System of
Texas (ERS)

e State University Employees Uni-
form Insurance Benefits Program
— administered by the Texas A&M
University System or the Univer-
sity of Texas System

For family members to be dligible, the
respective member or retiree must first be
gligible. However, the member or retireeis
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not required to enroll in the long-term care
program for the family member to enroll.

During a new employee's first ninety
(90) days of TRS-covered employment,
which will follow any applicable 90-day
membership waiting period, the employee
will not be required to show proof of good
health to enroll in the program. The em-
ployee must, however, meet the digibility
requirements for TRS members stated
above. If a new employee is subject to the
membership waiting period, TRS-covered
employment will begin after an initia wait-
ing period of 90 days is satisfied. The 90-
day enrollment period for this coverage be-
gins after the 90-day TRS membership wait-
ing period. To enroll after thisinitia enroll-
ment period, the new employee will be re-
quired to show proof of good health. Eli-
gible family members and retirees must a-
ways satisfy the carrier’s underwriting re-
quirements by providing proof of good
health.

TRS active members who are public
school employees may pay premiums
through payroll deductions by their districts.
Retirees may havetheir premiums deducted
from their TRS annuity payments. All oth-
ers must pay their premiums directly to
Aetna. Additional details on payroll deduc-
tion for public school employees are avail-
able from TRS-covered school districts or
by cdling Aetnd s toll-free number 1-877-
894-2462.

More detailed benefit information and
enrollment materials may be obtained by
calling Aetnatoll-free at 1-877-894-2462 or
by visiting Aetna's Web site
(www.aetnaushc.com/custom/group/trs).

Standard Annuity

The standard annuity is the maximum
payment for TRSretirement benefits. It pro-
vides for the retiree to receive a maximum
amount each month ending upon theretiree’ s
death.

When calculating a standard annu-
ity, the Teacher Retirement System uses
the following formula:

(1) Averageof Highest ThreeAnnual Salaries
(based on creditable compensation)

(2) Total Yearsof ServiceCredit X 2.3% =
Total %

(3 Total % X AverageSalary = Annual
Annuity

(4) Annual Annuity + 12 = Monthly Standard

Annuity
The standard annuity may be further re-
duced due to early age, retirement options
selected, or other reductions required by law.

EXAMPLES OF STANDARD
ANNUITY CALCULATION

Assume that the following facts apply
when a TRS member applies for retirement:

Age— 55 Y ears of service— 30

Average of Highest 3 Years' Creditable
Compensation — $36,000

The member’ s standard annuity would
be calculated as follows:

1. $36,000
Average of Highest Three Annual Salaries

2. 30 x 2.3%(023) =69% (.69)

Total Years of Total %
Service Credit
3. 69 x $36,000 = $24,840
Total% Average Salary  Annual Annuity
4, $24,840 - 12 = $2,070
Annual Annuity Monthly Standard Annuity

Information on how to estimate your
benefit and an online retirement estimate cal-
culator is available from the TRS Web site
(www.trs.state.tx.us).

Disability Retirement
Eligibility

As a member, regardless of your age,

you may apply for disability retirement if:

* youarementdly or physicaly disasbled
from the further performance of your
duty, and

e your disability is probably perma
nent.

The TRS Medical Board must certify a
disability. The TRS Medical Board is com-
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prised of three physicians appointed by the
TRS Board of Trustees. In making their de-
termination of qualifying disabilities, the
Medica Board reviewsinformation provided
by the member and the member’ s attending
physician, along with clinical evidence such
as medical histories, diagnostic reports by
independent medical authorities and labora-
tory test results.

If you qualify for disability retirement
and have at least 10 years of service credit,
you are entitled to a monthly annuity that is
not reduced due to early age. You may se-
lect a standard annuity or one of the five
optional forms of annuity payment plans
described later in this publication. Your
monthly payments will be calculated using
the formula for determining a standard an-
nuity with a minimum standard annuity
amount of $150.00. If you select a pay-
ment plan other than the standard annuity,
your monthly annuity will be reduced to re-
flect the additional liability for payment to
your beneficiary. This benefit is also sub-
ject to any other reduction required by law.

In the event that disability occurs be-
fore you have earned 10 years of service
credit, TRS provides a $150 monthly dis-
ability benefit payable for the number of
months you have been covered by TRS, the
duration of your disability, or the duration
of your life, whichever isless. In determin-
ing the duration of the disability payments,
you will be credited with 12 months of ser-
vice for every year of service credit. For
any year inwhich you did not render acred-
itable year of service, the actual number of
months will be counted to determine the du-
ration of your payment. This benefit is sub-
ject to any reduction required by law and is
eligible for rollover to another digible retire-
ment plan to continue tax-deferred treatment.

If you are certified for disability retire-
ment on an annual basis, you must provide
medical documentation of your continued
disahility for review by the Medical Board.
Failure to provide the information when re-
guested by TRS may result in the suspen-
sion of your benefits until the documenta-
tion is received. You may be returned to
active member status if you continue to fail
to submit to a required medical examination
or if the Medical Board determines that you

are no longer disabled. If you recover from
your disability and return to active TRS
membership, you may begin contributing to
TRS again and retire at a later date as a
service retiree with benefits based on your
total service credit.

Service Retirement
Eligibility

In order to be dligible to retire and re-
ceive alifetime monthly service annuity, you
must:

e have at least five years of service

credit,

* meet thedigibility requirementsfor

age and service (see below),

e terminate employment, and

e agpply for retirement.

Members should be aware that the re-
quirements for eligibility for retiree group
health benefits, such as TRS-Care, differ
from requirements for eigibility for service
retirement. Please review retiree group
hedlth benefit plan eigibility requirements
carefully when you are considering retire-
ment.

Normal Age Service
Retirement

When a member meets the require-
ments for a normal age service retire-
ment and retires, theretiree is entitled to
receive a payment of a lifetime monthly
annuity, calculated according to the stan-
dard annuity benefit formulain effect at
the time of retirement, with no reduc-
tion that would be required for early age
retirement.

Under current law, a member meets
the age and service requirements for
normal age service retirement when

You are age 65 with five or more years
of service credit, or
your age and years of service credit
total 80, and
you have at |least five years of service
credit.
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Minimum Benefits
Under TRS

TRS law provides that each service re-
tiree is digible to receive a minimum ben-
efit of $150 per month. This minimum ben-
efit may be reduced due to early age retire-
ment, the selection of a joint and survivor
or guaranteed period annuity, or other re-
ductions required by law.

Early Age Service
Retirement

When a member elects an early age
service retirement, the retiree is entitled to
receive a payment of a lifetime monthly
annuity, calculated according to the stan-
dard annuity benefit formulain effect at time
of retirement, but reduced for early age ac-
cording to actuarial tables.

If as a member your total of age and
service credit is 80 or more with at least
five years of service credit, you are eligible
for normal age retirement. Under current
law, you are entitled to early age service
retirement when the total of age and ser-
viceislessthan“80" and the following con-
ditions are met:

You are at least age 55 with five or
mor e year s of service credit,
or
you are any age below age 50 with 30
or more years of service credit.

Members who are age 49 or less and
have 30 or more years of service credit will
have their standard annuity reduced by two
percent for each year of age under the age
at which the sum of their age plus years of
service credit would equal 80. Applicable
percentages of standard annuity payable at
early retirement for these members are
shown in Table A.

Table A

Age at Date of Retirement
45 46 47 48 49 50
Percent of Standard Annuity

Years of
Service

30 90 (92 |94 |96 | 98 | 100
31 92 |94 | 96 |98 [100 | 100
32 94 | 96 | 98 (100|100 | 100
33 96 | 98 (100 | 100|100 | 100

Members who are between 55 and 64
years of age, and who have completed be-
tween five and 19 years of service, will re-
ceive a percent of their standard annuity pay-

able a early retirement as shown in Table B.

Table B

Age at Date of Retirement
5556 57 58 59 60 61 62 63 64 65

Years
of
Service

Percent of Standard Annuity
5-15 | 47| 5155 (59| 63| 67| 73| 80| 87| 93|100

16 | 47[ 51| 55| 59| 63| 67| 73| 80| 87| 100|100
17 | 47 51| 55| 59| 63| 67| 73| 80| 100| 100|100|
18 | 47|51 55| 59| 63| 67| 73| 100| 100( 100 |100

19 | 47| 51| 55| 59| 63| 67 100 100| 100( 100 |100

Members who are between 55 and 59
years of age, and who have completed be-
tween 20 and 24 years of service, will re-
ceive a percent of their standard annuity
payable at early retirement asshownin Table

C.
Table C

Age at Date of Retirement
Years | 55 56 57 58 59 60

of
Service

Percent of Standard Annuity
20 9 | 92 94 96 98 | 100

21 92 94 96 98 100 100
22 94 96 98 100 100 | 100
23 96 98 100 | 100 100 | 100
24 98 | 100 100 | 100 100 | 100
25+ 100 | 100 100 | 100 100 | 100
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Optional Forms of
Annuity

In lieu of a standard annuity, the mem-
ber may choose an optional form of annu-
ity payment that reduces the annuity pay-
able during the retiree’s life and provides
for a beneficiary to receive a benefit either
for life or for a guaranteed period of time.
Thetotal amount of benefitsisthe actuarial
equivalent of a standard annuity.

TRS offers the following two catego-
ries of optiona payments for members eli-
gibleto retire:

» Joint and Survivor Annuity: are-
duced annuity that is paid to the retiree for
life. The benefit to the retiree is reduced
based on an actuarial factor that takes into
account the ages of the retiree and the ben-
eficiary. At the death of the retiree, all or a
portion of the monthly amount payable to
the retiree is payable to the person desig-
nated as primary beneficiary, provided the
beneficiary survives the member.

» Guaranteed Period Annuity: are-
duced annuity payable for a guaranteed pe-
riod of time beginning with the date of re-
tirement or aslong astheretireelives, which-
ever islonger. The benefit to the retiree is
reduced based on an actuarial factor that
takes into account the retiree’s age and the
guaranteed period but that is not affected
by the age of the designated beneficiary. If
the retiree dies before the guaranteed pe-
riod expires, the person or persons named
asbeneficiary(ies) will receivethe payments
remaining within the guaranteed period.

JOINT AND SURVIVOR
ANNUITY

A member who is dligible to retire may
choose from three joint and survivor op-
tions. These options are listed below and
are distinguished by the percentage of the
retiree’s annuity that is payable to the sur-
viving beneficiary.

Only one beneficiary may be designated
to recelve ajoint and survivor annuity. This
requirement is necessary since the amount
of the annuity is based on the joint lengths
of thelives of two people—theretiring mem-

ber and the beneficiary. The beneficiary
must be aperson or anirrevocabletrust with
only one individua beneficiary. A minor
child or alegaly incapacitated person may
be designated to receive annuity payments
after theretiree’ sdeath; however, at thetime
of theretiree’ s death, the benefit will be paid
to the individual with legal authority to re-
ceive the benefit on behalf of the child or
incapacitated individual. In Texas, asurviv-
ing parent may be eligible to receive the ben-
efit on behalf of the minor child unless pre-
cluded by a court order. See the “General
Information” section of this handbook for
more information on the topic of “Consid-
erations before Naming a Minor Child as
Beneficiary.” Please consult your attorney
for advice regarding this matter.

OPTION ONE: - 100 Percent Joint
and Survivor Annuity

Thisretirement plan provides areduced
annuity, whichispaid to the retiree through-
out the retireg’ s lifetime. Upon the retiree’s
death, if the designated beneficiary survives
theretiree, the designated beneficiary would
receive 100 percent of the reduced annuity
throughout the beneficiary’ slife. If the des-
ignated primary beneficiary predeceasesthe
member, the annuity will be increased to
the standard annuity amount.

OPTION TWO: - 50 Percent Joint
and Survivor Annuity

Thisretirement plan provides areduced
annuity, which ispaid to the retiree through-
out the retireg’ s lifetime. Upon the retiree’s
death, if the designated beneficiary survives
theretiree, the designated beneficiary would
receive one-half of the reduced annuity
throughout the beneficiary’ slife. If the des-
ignated primary beneficiary predeceasesthe
member, the annuity will be increased to
the standard annuity amount.

OPTION FIVE: - 75 Percent Joint
and Survivor Annuity

Thisretirement plan provides areduced
annuity, whichispaid to the retiree through-
out the retireg’ s lifetime. Upon the retiree’s
death, if the designated beneficiary survives
theretiree, the designated beneficiary would
receive three-fourths of the reduced annu-
ity throughout the beneficiary’s life. If the
designated primary beneficiary predeceases
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the member, the annuity will be increased
to the standard annuity amount.

The following tables show selected
member and beneficiary ages and the fac-
tors, which represent the percentage of stan-
dard annuity available under thevariousjoint
and survivor options.

OPTION 1 - 100%
Age of Member at Date of Retirement
57 59 61 63 65 67

Age Of 55
Benefi-
ciary

Percent of Standard Annuity

55 |92.56(91.06 [89.31 |87.33 [85.12(82.70 {80.08
57 [93.05|91.6189.93 |88.02 [85.87 (83.50 (80.93
59 ]93.54(92.17 |90.56 | 88.71 [86.64 |84.33 [81.82
61 |94.02(92.72191.19|89.42 |87.42(85.19 [82.75
63 [94.49)93.26 [91.81 |90.13 |88.21(86.06 B3.70
65 |94.94(93.79 [92.42 |90.82 [89.00 |86.94 [84.68
67 |95.38(94.31]|93.02| 91.51|89.78|87.83(85.66

OPTION 2 - 50%

Age of Member at Date of Retirement

ageof| 55 57 59 61 63 65 67
Benefi- -
ciary Percent of Standard Annuity

55 ]96.13|95.32 | 94.35|93.24|91.96 |90.53 | 88.94

57 ]96.40|95.62 |94.70|93.63(92.40 (91.01|89.46
59 ]96.66]|95.92 |95.05(94.02 [92.84 [91.50(90.00
61 ]96.92|96.22 |95.3994.41 |93.29 [92.00 (90.56
63 |97.17|96.51 |95.73|94.81(93.73 [92.51|91.13
65 |97.40|96.80 |96.0695.1994.18 (93.02| 91.70

67 |97.63|97.07 |96.38|95.57|94.62 [93.52 | 92.28

OPTION 5 - 75%
Age of Member at Date of Retirement
57 59 61 63 65 67

Age Of
Benefi-| 55
ciary

Percent of Standard Annuity

55 |94.31|93.14|91.76 (90.19 |88.41|86.44 84.28

57 | 94.69 (93.57192.25 (90.74 |89.01|87.09 [84.98

59 |95.07|94.01|92.75(91.2989.63(87.77 (85.72

61 | 95.45|94.44193.24 (91.85 [90.26 | 88.46 | 86.48

63 | 95.81(94.86193.73 (92.41 (90.89( 89.17| 87.26

65 | 96.16|95.27194.21(92.96 |191.51 89.88| 88.05
67 | 96.49|95.67|94.67 [93.50|92.14(90.58 | 88.85

Joint and survivor annuities may be es-
timated through the retirement estimate cal-
culator on the TRS Web site
(www. trs.state.tx.us).

GUARANTEED PERIOD
ANNUITY

A retiring member may also choose
from two guaranteed period annuities, which
are distinguishable by the period of timethat
benefits are guaranteed to be paid to a ben-
eficiary. Members who select the Option
Three or Option Four retirement plan may
name single or multiple beneficiaries.

OPTION THREE: - 60 monthly pay-
ments

Thisretirement plan provides areduced
annuity which is payable to the retiree for
life. If the retiree dies before 60 monthly
payments have been issued, payments will
be made to the beneficiary until the remain-
der of the 60 payments have been made.

OPTION FOUR: - 120 monthly pay-
ments

Thisretirement plan provides areduced
annuity which is payable to the retiree for
life. If the retiree dies before 120 monthly
payments have been issued, payments will
be made to the beneficiary until the remain-
der of the 120 payments have been made.

The following table shows selected
member ages and the factors, which repre-
sent the percentage of standard annuity
available under the two guaranteed period
annuities. Complete tables (including spe-
cific factors not shown here) are available

from the TRS Web site.
OPTIONS 3 AND 4

Age Of Option 3 Option 4

Member At 60 Months 120 Months
Last

Birthday Percent of Standard Annuity
55 99.76 99.04

57 99.68 98.74

59 99.57 98.34

61 99.43 97.82

63 99.24 97.18

65 98.99 96.42

67 98.70 95.53
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Partial Lump Sum
Option

At retirement, you may select a partial
lump sum distribution in addition to either a
reduced standard annuity or a reduced op-
tional form of annuity. You may select the
partial lump sum payment option (PLSO) if
you are digible for norma age service re-
tirement benefits (but not if you are ligible
only for early age retirement benefits), are
not participating in the Deferred Retirement
Option Plan (DROP), are not retiring with
disahility benefits, and are not retiring un-
der the proportionate retirement law.

You may select a partial lump sum dis-
tribution equal to 12, 24, or 36 months of a
standard service retirement annuity. When
you select the PL SO option by submitting a
completed form TRS 30, “Application for
Service Retirement,” your annuity will be
actuarially reduced to reflect your selection.
Disbursement of your PLSO selection will
be made as follows, depending on which
number of months PLSO you select.

* A lump sum amount equa to 12
months of a standard annuity will
be disbursed at the same time as
your first monthly annuity payment.

* A lump sum amount equa to 24
months will be disbursed in either
one or two annua payments.

A lump sum amount equal to 36
months will be disbursed in one,
two, or three annual payments.

If you select two or three annual lump
sum payments, you will have your second
and third payments made on the anniver-
sary due date of your initial lump sum pay-
ment. No interest will be paid on any lump
sum amounts paid. Retireeswho select two
or three annual lump sum payments may
receive al remaining payments due at any
time that they elect to do so on a form pre-
scribed by TRS. Retirees are also permit-
ted to roll over the digible portion of any
lump sum payments to another eligible re-
tirement plan.

Distribution of a partia lump sum has
tax consequences. The Partial Lump Sum
Option brochure has additional information
regarding these important tax consegquences.

The selection of a partial lump sum
option actuarially reduces aretiree's annu-
ity. Post-retirement increases are based on
the amount of the retiree’' s reduced annuity
and, consequently, any future increases that
may be approved by the Texas Legislature
would be calculated on the reduced annu-
ity.

For more details, refer to the TRS Par-
tial Lump Sum Option brochure. Also, if
you are eligiblefor DROP/PL SO, theonline
retirement estimate calculator on the TRS
Web site will estimate your DROP/PLSO
values. See the TRS Web site
(www.trs.state.tx.us).

Proportionate
Retirement

A member with service in more than
one Texas public statewide retirement sys-
tem may be eligible to combine that service
in order to satisfy the length of service re-
quirements used to determine eligibility for
serviceretirement under one or more of the
participating systems. Y our retirement ben-
efit would be paid separately from each sys-
tem, based only on the service you rendered
inthat system. Participating retirement sys-
tems are:

« TRS

« Employees Retirement System of

Texas (ERS) (Also, refer to the
brochuretitled TRYERSTransfer.)

e Judicial Retirement System of

Texas (Plans One and Two)

e Texas Municipa Retirement Sys

tem (TMRS)

e Texas County and District Retire-

ment System (TCDRS)

« City of Austin Retirement System

e El Paso Municipa Employees Re-

tirement System
» El Paso Fire and Police Retirement
System

e Other Texas retirement systems
covering municipa employeeswho
have qualified plans and have
€elected to participate in the propor-
tionate retirement program

If you are a member of one of the par-
ticipating retirement systems you may re-
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establish credit for service that you earned
in another participating retirement system,
but which you previously had canceled—
even though you are not currently a mem-
ber of the system of which you are buying
back service. Certain restrictions apply.
However, as a TRS member, you should
determine your proportionate retirement
rights before withdrawing member accounts
in any other participating systems.

Withdrawal of any account may ter-
minate or affect your eligibility for avalu-
able benefit.

Benefit Limitations and
the Excess Benefit
Arrangement

Certain highly compensated TRS mem-
bers may have their retirement annuity lim-
ited because of Section 415(b)(1)(A) of the
Internal Revenue Code. However, state law
authorizes TRS to pay a benefit payment
equal to the amount of the reduction re-
quired by federal tax law. The amount is
paid from a separate, non-qualified excess
benefit account that is funded by the state,
not from the pension trust fund.

A member whose highest average of
three years of creditable compensation is
$165,000 may be affected. The limitation
is adjusted for a number of factors, includ-
ing retirement age, and thus may affect
members whose highest three-year average
is somewhat above or below this amount.

Additional details are provided to af-
fected members during the retirement pro-
cess.

Retiree Information

YOUR BENEFITS AS A
TRS RETIREE

RETIREES may be digible for the fol-

lowing pension plan benefits:

« monthly service retirement annuity
payments with a choice of standard
annuity, joint and survivor annuity,
or guaranteed period annuity pay-
ment plans at time of retirement

* monthly disability retirement annu-

ity payments

 PLSO, payment of part of the

value of the annuity in alump sum

» death benefits payable on the

retiree’s behalf to a beneficiary

e distribution of a DROP account

Descriptions of each of these benefits
are outlined in this handbook. This infor-
mation is subject to change by law or by
rules of the TRS Board of Trustees.

Consistent with federal law, TRS mem-
bers must begin receiving distributionsfrom
TRSby April 1 of the calendar year follow-
ing (1) the calendar year in which they reach
702 years of age, or (2) the calendar year
in which they terminate employment with a
Texas public educationd institution—which-
ever islater.

For more information on the steps a
member should take to apply for service
retirement, please refer to the Service Re-
tirement Checklist at the end of this hand-
book.

Retirees and their dependents also may
be digible for group health benefits admin-
istered by TRS, known as TRS-Care. Also,
retirees and their dependents may be €li-
gible for the long-term care insurance pro-
gram administered by TRS through Aetna.
TRS-Care digibility is addressed below in
this handbook, while information on the
long-term care insurance program is de-
scribed earlier in this handbook.

Health Benefits for
Retirees

ELIGIBILITY

To be digible for TRSCare aretiree
cannot bedigiblefor ERS,
UT, or A& M System health
benefit coverage. Service
retirees who retire after
September 1, 2004 must |
meet one of the four follow- 2 i
ing standards to be dligi bIefor TRS-Care

1. - be at least age 65, and
- have taken a TRS service retire-
ment and have at least 10 years of
service credit in the system, which
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may include up to five years of
military service credit but which
may not include any other special
service purchased; or
2. - have taken a TRS service retire-

ment and have at least 10 years of
service credit in the system, which
may include up to five years of
military service credit but which
may not include any other special
service purchased, and

- the sum of age plus service credit
described by this paragraph equals
or exceeds 80 - TRS-Care Rule
of 80; or

3. - purchase service credit that was

credited by 8/31/03 (excludes all
withdrawn, unreported, substitute,
and transferred ERS service
credit); and

- have the sum of age, plus service
credit for actual service in Texas
public schools or higher education
(including all purchased with-
drawn, unreported, and substitute
service credit and transferred ERS
service credit), plus any other pur-
chased service credit that was
credited by 8/31/03, equal or ex-
ceed 80 - Grandfathered TRS
Care Rule of 80; and

- at the time of retirement, have at
least 10 years of Texas public
school or higher education service
credit, five of which can be out-
of-state service credit, so long as
the out-of-state service was cred-
ited by 8/31/03; and

- take a normal age service retire-
ment, as determined by TRS pen-
sion law, by 8/31/09; or
NOTE: Service retirees who meet
all the requirements of number 3
except the Grandfathered TRS
Care Rule of 80 at the time of re-
tirement can age into TRS-Care
eligibility under number 3 only if
they will meet the Grandfathered
TRS-Care Rule of 80 by August
31, 2009. Retirees who take an
early-age retirement can never
meet the requirements of number

3 becauseit requiresa normal age
service retirement.

4, - have been employed in actual ser-
vice in Texas public schools or
higher education during or before
the 2003-2004 school year, and

- have taken a TRS service retire-
ment, and

- at the time of retirement, have at
least 10 years of Texas public
school or higher education service
credit, five of which can be out-
of-state service credit.

A retiree €eligible to participate under
number 4 isrequired to pay the total cost of
TRS-Care until the date the retiree qualifies
for TRS-Care under number 1, 2, or 3
above. A service retiree who retires after
September 1, 2004 and who is €eligible for
TRS-Care only under number 4 will have a
second initial enroliment period for TRS-
Care when he or shefirst meetsthe require-
ments of either number 1, 2, or 3. Retirees
who declined, waived, or dropped TRS
Care coverage under number 4 are still €li-
gible for the second enrollment opportunity.

Service retirees who retire after Sep-
tember 1, 2004 under either number 1 or 2,
and who participated in the Deferred Re-
tirement Option Plan (DROP) may use any
years of service credit that they would have
received had they not participated in DROP
as service credit to qualify for TRS-Care
under only number 1 or 2 above.

To be eligible for TRS-Care, a disabil-
ity retiree is digible regardless of the num-
ber of years of service credit. TRS-Care
coverage for disability retirees with less
than 10 years of service credit ends when
the disability retirement benefit ends.

Surviving spouses and surviving depen-
dent children of active members and retir-
eesmay also participatein TRS-Careif cer-
tain conditions are met.

The TRS-Care health benefits plan of-
fers comprehensive health care through
statewide networks of hospitals, physicians
and other health care providers, and phar-
macies. As a participant, if you use net-
work providers, the plan generally reim-
burses you for 80 percent of your digible
expenses after you have satisfied a deduct-
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ible each plan year. Services provided out-
of-network are reimbursed at a lower rate.

Significant plan provisions include:

* no maximum on lifetime benefits;

and

e no preexisting condition limitation

if member enrolls when first di-
gible.

Thereare currently no plansfor aTRS-
Care open enrollment period. Members
should therefore give enrollment in TRS-
Care serious consideration at the time of
retirement.

For complete details, refer to the TRS
Care Highlights of the Plan booklet or the
plan document. Both are available from
TRS-Care.

Death and Survivor
Benefits for Retirees

The designated beneficiary of aretiree
is entitled to recelve a lump sum death and
survivor benefit payment of $10,000. This
benefit is payable on the death of either a
service or disability retiree. It is payable in
addition to any joint and survivor or guar-
anteed period annuity that may be payable
under an optional form of payment that a
retiree elected at retirement.

In lieu of the $10,000 death and survi-
vor benefit, the following benefits may be
available:

» |If the beneficiary is the retiree’'s
spouse or dependent parent, the
beneficiary maychoose a $2,500
lump sum payment plus $250 per
month beginning when the benefi-
ciary reaches age 65.

« If the beneficiary is the spouse of
the decedent and has one or more
minor children or has custody of
one or more minor children of the
decedent, the beneficiary may
choose a$2,500 lump sum payment
plus amonthly benefit of $350 pay-
able until the youngest child reaches
age 18, followed by a lifetime
monthly benefit of $250 beginning
when the spouse reaches age 65.

» If thebeneficiary or beneficiariesare

the retiree’ s dependent children un-
der the age of 18, the children’s
guardian may elect to receive for
them a $2,500 lump sum payment
plus a monthly benefit of $350
which is payable for so long as two
or more children are under age 18
or amonthly benefit of $250 which
is payable as long as one child is
under age 18 or a monthly benefit
of $250 which is payable aslong as
one child is under age 18.
Beneficiaries of disability retirees
who retired before September 1, 1992,
and arereceiving astandard disability re-
tirement annuity may elect to receive ei-
ther the lump sum death and survivor
benefits as described above or the ben-
efits payable at the death of an active
member.

In addition to the death and survivor
benefits described above, if the total amount
of accumulated contributions in the mem-
ber account at the time of retirement has
not been paid in monthly benefits to a re-
tiree receiving a standard annuity, TRS also
pays alump sum payment of the amount
not distributed. If an Option 1, 2, or 5 ben-
eficiary dies prior to distribution of an
amount equal to the total amount of the ac-
cumulated contributions in the member’s
account, the beneficiary as provided by law
will receive the lump sum payment of the
amount of accumulated contributions not
distributed.

As a retiree, you must designate your
beneficiary on aform prescribed by and re-
ceived by TRS before your death. Please
contact TRSfor the appropriate form. Y our
beneficiary designated to receive the death
and survivor benefit may be different from
the beneficiary designated to receive an op-
tional form of annuity. If you eect to change
your beneficiary after you retire, please con-
tact TRS for the correct form as different
designation forms are used for different ben-
efits.

Important changes in the law regarding
divorces provide that receipt by TRS of a
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certified copy of a divorce decree revokes
a designation of the former spouse as ben-
eficiary of the lump sum death and survi-
vor benefit that was made before the date
of divorce. For the revocation to be effec-
tive, TRS must receive the copy of the di-
vorce decree before payment is made to a
former spouse who is a designated benefi-
ciary. Complete and file a new designation
form with TRS to ensure that your benefi-
ciary designation reflectsthe person you cur-
rently want to receive payment after your
death. If your former spouse is to remain
as beneficiary, complete a new designation
form and file it with TRS after the date of
your divorce to avoid the revocation.

More information on steps abeneficiary
should take in the event of a death of a
retiree can be found in the Death Claims
Checklist at the end of this handbook.

Changing a Beneficiary
Under an Optional Plan
After Retirement

Changing a beneficiary when amem-
ber has retired under Option One,
Option Two, or Option Five Retirement
Plans ——

Once you have named a beneficiary for
a joint and survivor annuity (Option 1, 2,
or 5) and retired, you may change that des-
ignation only when the following conditions
are met:

» If you have not previously changed
the beneficiary of your joint and
survivor annuity (that is, the ben-
eficiary of the joint and survivor
annuity can be changed only one
time);

» If the beneficiary is your spouse or
former spouse, the beneficiary must
consent or a court with jurisdiction
over your marriage with the ben-
eficiary must have ordered achange
in the beneficiary;

» If you have not outlived the remain-
ing life expectancy of the origina
joint and survivor beneficiary; and

» If you complete the appropriate

change of beneficiary form and
TRSreceives the form before your
death.

TRS will pay ajoint and survivor an-
nuity to your new beneficiary for the shorter
of (1) the remaining life expectancy of your
original beneficiary, or (2) the remainder of
your new beneficiary’s life.

NOTE: Itis possiblethat no annu-
ity payment will be paid to your new
beneficiary if you live longer than
the remaining life expectancy of
your original beneficiary. When
changing your beneficiary, it is not
possible to guarantee payment to
your new beneficiary for life.

If your original beneficiary is a spouse
or former spouse, consent of the origina
beneficiary, or a certified copy of an order
by a court with jurisdiction over the mar-
riage ordering a change of beneficiary, is
required. The divorce decree or court or-
der must be a certified copy issued from
the clerk of the court that entered the order.

Please contact TRSfor the consent form
and the change of beneficiary for a continu-
ing annuity under Option 1, 2, or 5. The
designation of anew beneficiary for death
and survivor benefitswill not changethe
beneficiary of a joint and survivor an-
nuity. If your beneficiary isnot your spouse
or former spouse, simply complete the
change of beneficiary for a continuing an-
nuity and submit the form to TRS. For your
beneficiary designation to become effective,
the form must be received by TRS prior to
your death.

Changing a beneficiary when amem-
ber has retired under the Option Three
or Option Four Retirement Plan ——

Retirees who selected Option 3 or 4 at
retirement may change the beneficiary at any
time during the guaranteed option period by
completing the TRS form prescribed for this
benefit and returning it to TRS. A change
in beneficiary designation for the guaran-
teed period annuity must be received prior
to the death of aretiree to be effective.



Revoking a Beneficiary
and Canceling a Joint
and Survivor Annuity
When a Member has
Retired Under Option
One, Option Two, or
Option Five Retirement
Plans

As aretiree, you may revoke the des-
ignation of your spouse or former spouse
or adult child as your beneficiary of ajoint
and survivor annuity (Option 1, 2, or 5).
Revocation of the designation of your
spouse, former spouse, or adult child as
beneficiary of the joint and survivor annu-
ity cancelsthe optional annuity you selected
and authorizes TRS to pay you the current
standard annuity amount. Y our designation
may be revoked only when the following
conditions are met:

» if the court in a divorce proceed-
ing involving you and your benefi-
ciary spouse approves or ordersthe
revocation in the divorce decree or
property settlement; or

» if your spouse, former spouse, or
adult child named as beneficiary
consents to the revocation using a
form provided by TRS and re-
ceived by TRS prior to your death.

Contact TRSfor the revocation of ben-
eficiary designation for an Option 1, 2, or 5
joint and survivor annuity. For the benefi-
ciary revocation and cancellation of the op-
tion to become effective, the form must be
received by TRS prior to your death. TRS
also requires a certified copy of the court
order, when the change is made without con-
sent. A certified copy may be obtained from
the clerk of the court that entered the order.
The designation of a new beneficiary for
death and survivor benefits will not revoke
the beneficiary of a joint-and-survivor an-
nuity.

Selecting a Joint and
Survivor Annuity and
Designating a New Ben-
eficiary Due to Marriage

After Retirement

In limited circumstances, a retiree
may change the retirement plan from a
standard annuity to one of thejoint and
survivor annuities (Option 1, 2, or 5) and
designate a new beneficiary.

If you are aretiree receiving a standard
annuity amount and you marry after retire-
ment, you may select a joint and survivor
annuity and designate your spouse as ben-
eficiary to receive the annuity.

Y our selection must be made before the
second anniversary date of your marriage.
The selection does not take effect until the
first payment of the annuity that becomes
due two years after the date that the selec-
tion and designation are filed with TRS.
Both you and your spouse must survive for
the two years until the effective date of the
change.

If you are aretiree receiving a standard
annuity amount due to the death of the ben-
eficiary of the joint and survivor plan, you
may also make this change provided you
do so within two years of your marriage
and both you and your spouse survive the
two-year waiting period. Additionally, retir-
ees who have revoked their previous ben-
eficiary and who have returned to the stan-
dard annuity amount are eligible for this
election after marriage.

NOTE: A divorcefrom the new ben-
eficiary, whether during or after the
waiting period, does not revoke or
void the designation.

Please contact TRS for the “Applica-
tion to Change Retirement Plans and Ben-
eficiary After Retirement” formto makethis
change. Estimates of benefits under the
Option 1, Option 2, and Option 5 retire-
ment plans calculated based on the current
spouse’'s date of birth will be provided by
TRS.



Employment After
Retirement

GENERAL INFORMATION

Retirees who plan to be employed or
otherwise work in Texas public education
after retirement should carefully review all
requirements applicable to such work. Re-
vocation of retirement or loss of monthly
annuity payments may result if the retiree
does not effectively terminate employment
or aretiree’ swork is not in compliance with
the requirements.

To work after retirement without revo-
cation of retirement or loss of benefits, a
retiree must

* havean effective date of retirement
by terminating employment,

» wait to negotiate a return to em-
ployment in a manner permitted
under law,

* not beemployed or otherwise work
during the required break in service
after the retirement effective date,
and

« work only the amount of time per-
mitted under one of the employ-
ment after retirement exceptions,
which permit certain kinds of em-
ployment without loss of the annu-
ity for the month in which the em-
ployment is performed.

These requirements are applicable to
all retirees, both service and disability and
both normal age and early age. However,
there are some differences in how the re-
quirements are applied, asdescribed in more
detail below, depending on retirement cir-
cumstances. If you are considering return-
ing to employment in Texas public educa
tion after retirement and unsure about
whether your employment will affect your
retirement or your monthly annuity payment,
please contact TRS.

For employment after retirement pur-
poses, the definition of “school year” is a
12-month period beginning September 1 and
ending August 31 of the next calendar year.

During employment after retirement, a
retiree will not earn additional service credit,

and TRS contributions will not be withheld
from your salary.

TERMINATION OF EMPLOYMENT
BEFORE RETIREMENT

An digible member who wishes to re-
ceive a service retirement benefit must ap-
ply to TRS using the TRS 30, “Application
for Service Retirement.” This form estab-
lishes a service retiree’s effective date of
retirement. Service retirement can be ef-
fective no earlier than either the last day of
the month in which you file the form TRS
30 or the last day of either of the two previ-
ous months, provided you have terminated
employment by the effective date of retire-
ment. For example, if you want your re-
tirement to be effective January 31, you must
terminate employment by January 31 and
file your retirement application by March
31. An €digible member who wishes to ap-
ply for a disability retirement benefit must
likewise terminate employment by the ef-
fective date of retirement.

Termination does not occur until your
official resignation date and you have ceased
al employment with all TRS-covered em-
ployers. Providing notice to your employer
that you areretiring is effectively giving no-
tice of your resignation. For retirement pur-
poses, employment has not terminated if you
are on paid or unpaid leave.

An exception to thisrequirement isavail-
ablefor May 31% retirees. If you must work
into the month of June but no later than
June 15 to complete work required for the
school year, you may establish a May 31
retirement date provided you file your re-
tirement application by July 31 and termi-
nate employment on or before June 15.

NEGOTIATION FOR RETURN
TO EMPLOYMENT

Members should be aware that, with
limited exceptions, amember’ semployment
does not terminate (end) for TRS pur-
poses if, at time of retirement, the member
has a contract, agreement, or promise for
future employment with a Texas public edu-
cationa ingtitution. Arranging for future em-
ployment prior to retirement is permissible
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only when the following two conditions are
met:

» themember must bedigibleto take

normal age retirement, and

» the post-retirement employment

must quaify under one of the ex-
ceptionsto loss of monthly benefits.

Specifically, retirees who mest the re-
guirements for normal age retirement may
only have a contract for employment dur-
ing the school year in which they retire for
half-time employment or as abus driver. If
an agreement is for employment after the
school year in which retirement occurs, a
normal age retiree may also have an agree-
ment for full-time employment that does not
exceed six months. See page 19 for nor-
mal age retirement requirements.

Members who do not meet these two
criteria but nevertheless enter into employ-
ment arrangements at the time of retirement
are not eligible for retirement because they
have not effectively terminated employment,
and they are not eligible for any retirement
benefits they may have received or for re-
tiree health care coverage. Memberstaking
normal age retirement should be aware that
acontract for full-time employment that ex-
ceeds six months, when entered into at the
time of retirement, will make a person ineli-
gible for retirement. Retirees must wait un-
til after the required break in service to ne-
gotiate a contract for full-time employment
that exceeds six months.

Members taking early age retirement
may not have a contract, agreement, or
promise for any type of future employment
at thetimethey retire. They must wait until
after the required break in service to nego-
tiate any contract for employment with a
TRS-covered employer. After the required
break in service, a retiree may contract for
any type of employment; however, the em-
ployment after retirement remains subject
to the forfeiture of benefit provisions de-
scribed below. See page 20 for early age
retirement requirements.

Members who enter into contracts,
agreements, or promises to return to work
that do not meet the requirements described
aboverisk revocation of their retirement and
loss of all associated benefits of retirement.

Volunteering service or waiving payment for
service during the required break in service
will also jeopardize a member’s retirement.

REQUIRED BREAK IN
SERVICE

You revoke your retirement if you be-
come employed in any position in a Texas
public educational institution in any capac-
ity during the first calendar month follow-
ing the effective date of your retirement. |If
your retirement date is May 31 but your
contract or work agreement requires you to
work into June but no later than June 15,
you may not return to employment in Texas
public education until August 1. If you re-
voke your retirement, benefits (including
any DROP or PLSO distribution and any
group health benefits through TRS-Care)
must be repaid to TRS, and you must reap-
ply for retirement. The break-in-service re-
guirement applies to both normal age and
early age retirees and to both service and
disability retirees. Volunteering to perform
services that are normally provided by an
employee or waiving payment for service
during the required break-in-service may be
considered service that revokes retirement.

NOTE: The one-month separation is

also required of a person retiring with

the Employees Retirement System of

Texaswho uses TRS service transferred

at retirement for benefit calculation.

Employment After
Retirement for Service
Retirees

EMPLOYMENT WITHOUT
FORFEITURE OF BENEFITS

Memberswho retired before January
1, 2001, are per mitted to go back towork
without employment restrictions or re-
duction in TRS benefits.

The following employment-after-retire-
ment provisions apply to members retiring
on or after January 1, 2001:

After terminating employment and ful-
filling the period of required absence fol-
lowing the effective date of retirement as
indicated above, service retirees may work
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inaTexas public educeationa ingtitution with-
out forfeiting their annuity payment under
the following conditions:

RETURN TO WORK DURING

SAME SCHOOL YEAR AS

RETIREMENT

e Substitute: Retirees may substi-
tute an unlimited number of days
during the school year if the
following criteriaare met. For TRS
purposes, a substitute is a person
who serves on adaily, on-call basis
in a TRS-covered position usually
filled by another regular employee.
The salary earned cannot be more
than the daily rate of substitute pay
set by the employer.

e OneHalf Timeor Less. Retir-
ees may work one-half time or
less. Working one-half time means
employment for no more than one-
half the time required for the full-
time job for that particular month.
Refer to the section below on “ Defi-
nition of One-Half Time Employ-
ment” for additional information.

* BusDriver: Retirees may work
on as much as a full-time basis
as a bus driver provided there-
tireeisanormal age retiree and
drivesat least one TEA-approved
routeon aregular basis. Anealy
ageretiree may work asabusdriver
only under the one-half time excep-
tion.

» Combination of Substitute and
One-Half Time Employment:
Retirees may com- |
bine substitute and
one-half time em-
ployment during the
same calendar | .
month provided the £ L
amount of total time worked do&
not exceed the amount of timeavail-
able for half-time employment for
that month. Retireesmay asowork
either as a substitute or on a half-
time basisin different months of the

same school year.

RETURN TO WORK DURING
SCHOOL YEARS AFTER
RETIREMENT

Substitute, One-Half Time or
Less, or Bus Driver: The types
of employment exceptions listed
above for retirement in the same
school year as retirement also are
available in the school years after
retirement.

Six-Month Exception: Retirees
may work on as much as a full-
time basisin any position for as
long as six months during the
school year. This exception can-
not be used in the same school year
that retirement occurs. Work dur-
ing any month after the sixth month
will result in the forfeiture of the
monthly annuity for the month
worked. Also, this exception can-
not be used with any other excep-
tion to forfeiture of benefits during
the same school year. If theretiree
works full time (more than one-half
time) in any month, employment as
a substitute or on a one-half time
basis in any other month will be
counted in the six months and ben-
efitswill beforfeited for any month
that exceeds the six months.
Combination of Substitute and
One-Half Time Employment:
Retirees may com- |
bine substitute and
one-half time em-
ployment during
the same calendar |_:
month provided the 2 T
amount of total time worked does
not exceed the amount of timeavail-
able for half-time employment for
that month. Retireesmay a so work
either as a substitute or on a one-
half time basis in different months
of the same school year.

OTHER EXCEPTIONS FOR
FULL-TIME EMPLOYMENT
WITH 12-MONTH BREAK IN
SERVICE AFTER RETIRE-
MENT




0 AcuteShortageAreaExcep-
tion: Retirees may work on
as much as a full-time basis
without limitation as ateacher
in an acute shortage area.
This exception is limited to
certified classroom teachers.
An acute shortage areais de-
termined by the board of
trustees of the employing
schoal district based on guide-
lines provided by the Com-
missioner of Education.

In addition, the following require-

ments must be met:

+ Retired without a reduction in
benefits due to early age.

+ Not worked in any position or
capacity for any Texas public
educational ingtitution for a12-
consecutive-month period
following the date of re-
tirement.

+» Employed to teach at least one
classroom hour per day in an
area designated as an acute
shortage area.

« Certified by the State Board of
Educator Certification (SBEC)
to teach in the acute shortage
area.

% Complete form TRS 581,
“Certification for Employment
After Retirement as a Class-
room Teacher in an Acute
Shortage Areaor asaPrincipal/
Assistant Principal.” The
completed form is submitted to
TRS by the employer.

Principal or Assistant Principal

Exception: Retirees may work

on as much as a full-time basis

without limitation as a principal or
assistant principa provided the
following requirements are met:

+» Retired without a reduction in
benefits due to early age.

+« Not worked in any position or
capacity for any Texas public
educational ingtitution for a12-
consecutive-month period

following the date of
retirement.

«» Certified under Subchapter B.
Chapter 21, Education Code, to
serve as principal.

+ Employed as and performs the
duties of aprincipal or assistant
principal.

« Complete form TRS 581,
“Certification for Employment
After Retirement as a
Classroom Teacher inan Acute
Shortage Areaor asaPrincipal/
Assistant Principal.” The
completed form is submitted to
TRS by the employer.

EMPLOYMENT WITH
FORFEITURE OF BENEFITS

A service retiree who retires on or after
January 1, 2001 will forfeit retirement
annuity paymentsfor any month worked as
follows:

1. Full-time employment during the
same school year in which
retirement occurs unless working
as a bus driver under the “Bus
Driver Exception” described
previoudly. (Full-time employment
is any employment that is more
than one-half time.)

2. Work in excess of six monthsin the
school year after retirement if
employed under the “Six-Month
Exception” as described above. The
six-month exception applies if any
work is full time.

3. Work asasubstitute combined with
work on a one-haf time basis and
the combined employment for the
month exceeds the time allotted for
the one-half time position.

DEFINITION OF ONE-HALF
TIME EMPLOYMENT

For employment-after-retirement
purposes, “one-half time” means
employment during any month on as much
asone half thefull-timeload for the particular
position as determined by the employer. In
addition, the following requirements are
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applied in determining one-half time
employment:

» Employment measured in clock
hours must not exceed more than
one half the number of working
hours in the month or 92 clock
hours, whichever is less.

e One-half time employment cannot
exceed 50 percent of the full-time
position.

* Asabus driver a retiree can only
drive the bus for one half the
number of working days in that
particular calendar month. For
example, December is a short
month due to the Christmas
holidays; therefore, if the school is
only open for 10 working days, a
retiree could only drivethe busfive
daysin that month. Thisrule does
not apply to bus driverswho quaify
for the “Bus Driver Exception” as
described above.

NOTE: Because the number of working
daysin each monthis not always the same,
the amount of time available to work one-
half time may vary from month to month.

EMPLOYMENT THROUGH A
“THIRD-PARTY ENTITY”

Employment by a third-party entity is
considered employment by a Texas public
educational institution |
subject to the employment-
after-retirement require-
ments unlessthe retiree was
first employed by the third- | _-
party entity on or before £
May 24, 2003, or the retiree does not
perform duties or provide services on behalf
of or for the benefit of a Texas public
educational institution. For purposes of
employment after retirement, a third-party
entity is an entity retained by a Texas public
educational ingtitution to provide personnel
to theingtitution to perform duties or provide
services that employees of the ingtitution
would normally perform or provide.

EMPLOYMENT
AS AN INDEPENDENT
CONTRACTOR

Employment with a Texas public
educational institution as an independent
contractor is not subject to the TRS laws
and rules regarding employment after
retirement. Therefore, if you are an
independent contractor your employment is
not reported to TRS and your monthly
annuity is not affected. A member who
wants to return to work as an independent
contractor should carefully consider whether
the work arrangement meets all lega tests
for this status. The characterization of your
relationship with the Texas public
educational institution as an independent
contractor may be affected by laws such as
those governing federal income tax and
Social Security as well as TRS laws. TRS
recommends that you carefully review the
work arrangement and seek legal advice
from your attorney as necessary to
determine if you are an independent
contractor.

If it isdetermined that your employment
arrangement does not meet the lega tests
for an independent contractor, you are
regarded as an employee of the educational
institution rather than an independent
contractor. If your contract was negotiated
prior to retirement, you may not have
terminated employment for TRS purposes
and you are not dligible to retire. In this
case, you must return al benefits associated
with your retirement, including any annuity
payments, DROP or PLSO payments, and
any group health benefits received under
TRS-Care. If the contract was negotiated
after the required break in service, your
retirement eligibility may not bein question;
however, you will forfeit benefits for any
month that your work exceeds the
applicable limits under the exceptions
described above. Consult your own
attorney before entering into an agreement
to work as an independent contractor to
make sure that the work arrangement does
not jeopardize your eligibility for retirement
and retirement benefits.



Employment After
Retirement for Disability
Retirees

Disability retirees are subject to the
same requirements and limitations found
in the sections on General Information,
Termination of Employment Before
Retirement, Negotiation for Return to
Employment, Required Break in Service,
Employment Through a Third-Party Entity,
and Employment as an Independent
Contractor. Please refer to these sections
for additional information and instructions.

It is important to remember that the
retirement of a disability retiree will be
revoked if there is a return to employment
in a Texas public educationd institution in
any capacity during the calendar month
following the effective date of retirement.
For instance, if a disahility retiree retiresin
August, the retiree cannot return to work
before October 1% of the same calendar year.
If the retirement date is May 31 but the
contract or work agreement requires work
into June but no later than June 15, the
retiree cannot return to work until August
1% of the same calendar year. If retirement
is revoked, all benefits associated with
retirement (including any benefits of health
care under TRS-Care) must be repaid to
TRS and the retiree must reapply for
retirement. Waiving payment for service
during this time period is employment that
revokes retirement. Similarly, volunteering
to perform services that are normally
provided by an employee may be considered
employment that revokes retirement.

EMPLOYMENT WITHOUT
FORFEITURE OF BENEFITS

A disahility retiree may be employed
without restrictions by any business or
agency that isnot a Texas public educational
institution. Disability retirees may be
employed by a Texas public educational
ingtitution for a maximum of 90 days per
school year (September through August) in
the following categories without forfeiting
their annuity payments:

e Substitute: Disahility retirees may
serve as a substitute subject to the
90-day limit on total employment in
a school year. For TRS purposes,
a substitute is a person who serves
on adaily, on-call basisin a TRS
covered position usualy filled by
another regular employee.  Also,
salary earned cannot be more than
the daily rate of substitute pay set
by the employer.

e OneHalf Timeor Less. Disahility
retirees may work one-half time,
subject to the 90-day limit on total
employment in a school year.
Working one-half time means
employment for no more than one
half the time required for the full-
time job for that particular month.
Refer to the definition of “One-
Half Time Employment” given pre-
vioudly for additional information.

* Combination of Substitute and
One-Half Time Employment:
Disability retirees ;
may combine sub-
stitute and one-half
time employment
during the same | -.
calendar month |5
provided the total
time worked does not exceed the
amount of time available for half-
time employment for that month
and the total number of days
worked in both capacities does not
exceed 90 days. Disability retirees
may also work either as a substitute
or on a one-haf time basis during
different calendar months provided
the total number of daysworked in
both capacities does not exceed 90
days.

In addition to the above, on a one-
time-only trial basis a disahility retiree may
work up to full time for a period of no more
than three months in a school year
(September through August) provided that:

« The work occurs in three
consecutive months designated
by the employee.




< If the full-time employment is
performed in aschool year that
begins after the disability
retiree’s effective date of
retirement and the required
break in service has been met,
and

<+ Written notice on form TRS
118D, “Employment After
Retirement Disability Election,”
is submitted by the employer
to TRS by the last day of the
first month of full-time
employment. Working any part
of a month counts as a full
month. This form can be
found on the TRS Web site
under “Forms.”

EMPLOYMENT WITH
FORFEITURE OF BENEFITS

Disability retirees will forfeit their
retirement annuity for any month worked
as follows:

* Full-Time Employment: A
disability retireewho worksfull-time
(working more than one-half time
isconsidered full-time employment)
during any month will forfeit the
annuity payment for that month. In
addition, the days worked will be
included in the 90-day limit total.
An exception to this limit is if the
full-time employment occursduring
one of the three consecutive months
of trial full-time work referenced
above.

» Substitute Servicein Excessof 90
Days. A disability retiree who
serves more than 90 days as a
substitute will forfeit the annuity for
the month in which the 91% day is
worked and for any additional
month in which work occurs.

e OneHalf Time Employment in
Excess of 90 Days. A disahility
retiree who works more than 90
days of one-half time employment
will forfeit the annuity for the month
inwhich the 91% day isworked and
for any additional month in which
work occurs.

e  Work in Excess of 90 Days. A
disahility retiree who works more
than atotal of 90 days in a school
year will forfeit the annuity for the
month in which the 91% day is
worked and for any additional
month in which work occurs.

NOTE: In addition to the forfeiture of

benefits for working in excess of 90

days, disability benefits may be

suspended if the disability retiree refuses
or fails to submit to a medical
examination requested by TRS, or if the

Medical Board determines you are ho

longer disabled, for those disability

retirees who are subject to an annual
determination of disability. See

Disability Retirement Eligibility on page

18 for additional information.

General Information for
Members and Retirees

ANNUAL STATEMENT OF
ACCOUNT

Each year, TRS mails a Statement of
Account to active members showing
deposits and the total amount in their
accounts for the year ending August 31. If
you are a member who is digible to retire,
an estimate of your retirement benefits is
also included. Statements are mailed
directly to your address on file at TRS. To
ensure receipt of your statement, please
notify TRS of any address changes.
Address changes must be provided to TRS
in writing and must include your signature
and Socia Security number. TRS members
who work for employers using the TRS
Internet reporting system called TRAQS
should make address changes through their
employers, as explained on page 6.

CONSIDERATIONS BEFORE
NAMING A MINOR CHILD AS
A BENEFICIARY

Designating a beneficiary to receive

your TRS benefits can be one of the most
important things you do as a TRS
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participant. Because this decision issuch a
personal one, TRS encourages you to
carefully consider your options to ensure
that your decision best serves your
interests—particularly when designating a
minor child.

While the law provides TRS
participants with an option to name minor
children as their beneficiaries, the benefit
must be paid to an adult on behalf of the
minor child. Complications sometimesarise
that prevent the member’s wishes from
being carried out when the benefit cannot
be paid directly to a minor.

In Texas, unless aguardian of the estate
has been appointed for a minor child, the
surviving parent may receive the benefit on
behalf of the child. Establishing a
guardianship for a minor child requires a
legal proceeding in which the court appoints
the guardian and issues letters of
guardianship. After presenting the letters
of guardianship, the guardian with authority
over the child' s estate may receivethe TRS
benefit on behalf of achild. While naming
a guardian in your will gives notice to the
court of your desire to have a specific
individual named, your will aone does not
establish the guardian of your child’s estate.
Laws in other states may differ from those
in Texas.

TRS members and retirees should also
carefully consider the unintended
consequences of naming an adult friend or
relative with the intent that this person will
distribute the benefit to aminor child. When
an adult isnamed individually, TRSwill pay
the benefit to the individual using that
person’s Socia Security number. All the
tax conseguences become the responsibility
of the named beneficiary. You should aso
consider what could happen if that person
is injured or killed before the benefit is
distributed to your child. While the person
you designate might follow through with your
request to distribute the benefit to your child,
thereis no legal obligation to do so. If that
person is incapacitated and a guardian is
then appointed for that person, or if that
person dies, his or her guardian or executor
would be legally obligated to use the benefit
to serve the interests of the beneficiary or

the beneficiary’s estate, rather than your
child’s interests.

Also consider the risk, even if it may
appear minimal, that the person you
designate may not follow through with your
request. These unintended consequences
become real-life dilemmas that only a court
of law—not TRS—may resolve.

You may want to consider establishing
an inter vivos or testamentary trust for the
benefit of your minor child and designating
the trust as the beneficiary of your TRS
benefits. By doing so, you can determine
who will manage the benefit paid on behalf
of your child. Please keep in mind that if
you name a testamentary trust (one
established in your will), your estate must
be probated in a way that allows TRS to
pay the benefits in this manner. You may
also want to talk with your attorney about
making a designation under the Texas
Uniform Transfer to Minors Act. This act
allows you to designate a custodian to
receive the benefit on behalf of a child
under the age of 21.

If you wish to name a minor child as a
beneficiary, TRS encourages you to
consider seeking legal advice to fully
understand the options available to you.
Your attorney can advise you regarding
methods of designating a beneficiary that
will legally obligate the adult you select to
act for the benefit of your child with regard
to TRS benefits.

INCOME TAX

Since January 1, 1988, member
contributions to TRS have been made on a
tax-deferred basis through an employer
pickup that reduces the member’ s salary for
tax purposes only. Paymentsfor purchased
service credit, however, are made on an
after-tax basis (unless made through a
rollover or trustee-to-trustee transfer).
Interest earned on both types of
contributions is credited to a member's
account on a tax-deferred basis. Any
retirement plan benefitsreceived from TRS,
including service and disability retirement
benefits, death and survivor benefits, and
refunds of accumulated contributions, may
be subject to federal income tax. Tax
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information will be provided when a TRS
benefit isfirst received. For comprehensive
tax assistance, please contact a professional
tax advisor or the Internal Revenue Service

(IRS), 1-800-829-1040.

REQUIRED MINIMUM
DISTRIBUTIONS

Asaqualified pension plan under federa
tax law, TRS is required to administer
benefits in a manner that complies with
minimum distribution requirements of
Internal Revenue Code Section 401(a)(9).
Federal regulations require that plan
participants must begin to receive benefits
payable from a tax-deferred pension plan
by a certain date. Failure of a plan
participant to begin to take distributions by
the required beginning date may subject the
participant to a federal excise tax of 50
percent of the amount that should have been
received as arequired minimum distribution
in atax year. For a member, the required
beginning date is April 1 of the year
following the calendar year in which the
member attains age 70% or terminates
employment by a TRS-covered entity,
whichever is later. For a beneficiary, the
required beginning date is generally no later
than one year after the death of the member,
although certain exceptions apply if al
payment will be completed within five years
after the member’ s death or if the deceased
member’s spouse is the sole beneficiary.

If you have terminated employment but
have not withdrawn your account or retired,
or if you are a beneficiary who is éligible to
receive apayment from TRS, please contact
TRS at least three months before your
required beginning date to alow sufficient
timeto processyour application. A member
or beneficiary must complete all forms
required to establish eligibility for a
distribution before payment is due from

TRS.

ANNUITY PAYMENTS

A TRS annuitant, whether aretiree or a
beneficiary, isableto use the e ectronic fund
transfer (EFT) method of payment to your
financial institution account. Payments are

generally dueto be paid on thefirst working
day of each month following the month for
which the payment accrues.

APPEAL PROCEDURE

Any person may appeal a TRS decision
or action regarding a pension plan matter
over which TRS has jurisdiction. The
appeal procedure begins by writing to the
manager making the decision. If the matter
is not resolved at that level, the appeal may
be pursued through successive levels of
management until a final written
administrative decision is rendered by the
chief officer with responsibility over the
matter. If theindividual isnot satisfied with
the final decision of the chief officer, the
matter may be appealed to the TRS
executive director by filing a petition for
adjudicative hearing within 45 calendar
days of the date of the chief officer’s final
decision. Copies of TRS rules (34 Tex.
Admin. Code Ch. 43) detailing appeal
procedures are available from TRS.

If a member is dissatisfied with a
decision of the TRS Medical Board relating
to disability retirement, the Medical Board
may be requested to reconsider the
application for disability retirement and be
provided with any additional relevant
medica information for their consideration.
If after reconsidering the request for
disability retirement, the TRS Medical
Board does not certify the disability, the
member may appea the Medical Board's
decision to the TRS Board of Trustees by
filing a petition for adjudicative review
within 45 calendar days of the date of the
Medica Board's decision. Contact TRS
for additional information regarding the

appeal procedure for disability retirement.

DIVISION OF BENEFITS DUE
TO DIVORCE

In Texas, benefits earned during
marriage may be community property
subject to division by the court in a divorce
or partition suit. If aspouse or former spouse
is awarded a portion of the member's TRS
benefit and isto receive direct payment from
TRS of the portion awarded, the court must
enter aQualified Domestic Relations Order
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(QDRO). The spouse or former spouse
(alternate payee) may receive the portion
awarded when abenefit is paid on behalf of
amember and will be distributed in the same
manner of payment. A limited exception to
the law provides for an earlier payment to
the alternate payee if the TRS member is
age 62 and is otherwise éligible to retire
without reduction for early age but has not
yet done so. Theaternate payee must make
awritten request for the early distribution.

TRS has developed a model QDRO to
assist the parties in drafting an order that
meets all of the statutory requirements. The
model QDRO is on the TRS Web site or is
available from TRS upon request. Use of
the TRS model is not required but many
attorneys have found it helpful in drafting
an order that meets the statutory re-
guirements. Also, information relevant to
the determination of community property
interest may be provided to the parties,
including the spouse or former spouse of
the member. Please be sure to allow
adequate time prior to any court proceeding
for TRS to prepare and forward the
information as requested. TRS participants
should submit a new designation of
beneficiary form after a divorce to ensure
payment of death benefits to their desired
beneficiary.

SOCIAL SECURITY

In some instances the calculation of
your Social Security benefits may be
affected by the TRS benefits that you
receive. TRS is not able to provide
information regarding possible reductions
to your Social Security benefits. Please
contact the Social Security Administration
(SSA) at 1-800-772-1213 for information
on possible offsets or reductions to your
Socia Security benefits. Y ou may aso visit
the Socia Security Administration Web site
(www.ssa.gov) where you will find
information on topics such as the
Government Pension Offset (GPO) and the
Windfall Elimination Provision (WEP).
When requested, TRS can verify your first

eigibility date for retirement and the amount
of benefit paid on your behalf.

ACCESSING MEMBER
INFORMATION THROUGH TRS’
AUTOMATED SYSTEMS

There are two ways to access specific
information about your TRS account:

Online access. To access specific
information about your TRS account through
the TRS Web site, you will need a password.
To get a password you need to complete a
TRS Form 608l, “TRS Web Site Password
Authorization.” Y ou can download theform
from the TRS Web site (Click on “Forms”
and then “Forms for Members,” and find
the form in the list.). Once you have
completed the form and had it notarized,
send it to TRS. Then a 8-to-10-digit
password will be mailed to you.

Automated Telephone System: To
access specific information about your TRS
account over the telephone, you will need a
personal identification number (PIN). To
get aPIN you need to completea TRS Form
5901, “TRS Telephone Personal Identi-
fication Number Authorization.” You can
download the form from the TRS Web site
(Click on “Forms” and then “Forms for
Members,” and find the form in the list.)
You can also request the form over the
phone through the automated system. Once
you have completed the form and had it
notarized, send it to TRS. Then, a four-

digit PIN will be mailed to you.

ADDITIONAL
INFORMATION

Additional benefits information is
available on the TRS Web site and in TRS
publications, including:

 TRS Service Credit

* Requesting A Refund

 TRYERS Transfer

» History Of Benefit |mprovements

» Employment After Retirement

* Partial Lump Sum Option/

Deferred Retirement Option Plan
 TRS Automated Telephone
System
» TRS-Care Highlights Of The Plan
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Glossary

Accumulated Contributions - The
total amount in a member’s individual
account. This includes TRS contributions
deducted from the member’ s compensation,
other amounts that must be placed in the
member’s individual account such as
payment for special service credit, and
interest credited to the account.

Active Contributing Member - A
member who is currently working for a
TRS-covered employer and is contributing
to the TRS pension plan.

Active Non-Contributing Member -
A member who fits into one of the two
following categories: (1) has at least five
years of service credit and is not currently
employed in aTRS-covered position, or (2)
has less than five years of service credit, is
not currently employed in a TRS-covered
position, and has been absent from TRS
service for less than five years.

Annual Compensation - Salary and
wages paid or payable to a member for
service rendered during a school year and
creditable for TRS purposes. Expenses,
allowances, most bonuses, fringe benefits,
payments for unused vacation or sick leave,
pay for certain driver education classes,
compensation not made pursuant to a valid
employment agreement, active employee
health coverage or compensation
supplementation received by an employee
under Article 3.50-8 of the Insurance Code,
amounts credited to a health reimbursement
arrangement, amounts paid in settlement of
aclamin lieu of lost wages and/or sdary,
payments for terminating employment or
paid as an incentive to terminate
employment, payments made as an
incentive to enter into contracts such as
signing bonuses, and payments for work as
an independent contractor or consultant
represent non-creditable compensation for
purposes of determining TRS benefits.
(However, performance pay was added by
the legislature in 1997 as eligible
compensation. It refers to amounts
awarded to an employee by aschool district
aspart of atotal compensation plan approved

by the district trustees and certified as
performance pay by the reporting official.)

Annuitant - A person who receives a
monthly benefit including retirement and
death benefits.

Benefits - A distribution made or service
provided by TRS in accordance with the
plan reguirements. The types of benefits
payable are service retirement benefits,
disability retirement benefits, death and
survivor benefits, and a return of
accumulated contributions.

Inactive M ember - A member who has
less than five years of service credit and
was employed more than five years ago in
a TRS-covered position.

Member - A person regularly employ-
ed at least half timein an eigible position in
public education in Texas and who is paid
at aregular rate comparable to that of other
persons employed in similar positions. This
does not include an employee who is subject
to the membership-waiting period, aretiree,
or a person who is participating in the
Optiona Retirement Program (ORP) instead
of TRS. See Texas Government Code, Title
8, Sections 821.001(6) and 822.002.

Public School - An educational
ingtitution or organization in Texas that is
entitled by law to be supported in whole or
in part by state, county, school district, or
other municipal corporation funds. Also, this
term is commonly used to distinguish
elementary and secondary educational
organizations from higher education
ingtitutions.  The context of the term may
determine whether it is used in its broadest

meaning or its narrower meaning.

Retirement - Terminating service
with a TRS-covered employer with a
retirement benefit granted under law,
following application for retirement.

Retirement Date - The earliest effective
date of retirement may either bethe last day
of the month of application or the last day
of either of the two previous months.
Termination from eligible service by the
effective date and for one full month
following the effective date is required for



retirement. A member on paid or unpaid
leave status is not eligible to retire.

School Year - A 12-month period
beginning approximately September 1 and
ending approximately August 31 of the next
calendar year or, for a member whose
employment contract or oral or written work
agreement begins after June 30 and
continues after August 31 of the same
calendar year, a period not to include more
than 12 months beginning on the date the
contract or work agreement begins. For
employment-after-retirement purposes, the
school year begins September 1 and ends
August 31 of the next calendar year.

Service - The time a person is an
employee in a position eligible for TRS
membership. The amount of service
required for a year of membership service
credit is established by rules and procedures
governing TRS and its members.

Service Credit - The amount of
membership or special service credited to
a member in the retirement system. It is
used to determine eligibility for, and
calculation of, TRS benefits. Service credit
in TRS is expressed in whole years.

Substitute Service - A subdtitute is
defined as a person who serves on a daily,
on-call basis in a TRS-covered position
usualy filled by another regular employee.
In addition, asubstitute may be paid no more
than thedaily rate of pay set by the employer.

Service Retirement
Checklist

THINKING ABOUT
RETIREMENT

If you are a member nearing re-
tirement, you should contact TRS six
months prior to your anticipated retirement
dateto allow sufficient timeto complete and
submit all required forms. The checklist
beow will assist you in making a smooth
transition to retirement.

THINGS TO DO BEFORE
RETIREMENT

Consult your TRS Benefits Handbook
to obtain information on the retirement
options available to you.

Purchase special service credit for
retirement credit or transfer service
credit, if applicable. As Section 415 of
the Internal Revenue Code limits the
amount of voluntary contributionswhich
can be made to TRS each year, please
consider purchasing any eligible specia
service credit well before retirement to
ensure sufficient time is available to
make the contributions necessary to
purchase the service credit.

Send TRS copies of birth records for
you and your beneficiary (if you select
an Option 1, Option 2 or Option 5
retirement plan). Write your Social
Security number on the birth records
submitted so that the records can be
matched with your TRS account.

Contact TRSto request acopy of form
TRS 18 (Request for Estimate of
Retirement Benefits). Y ou may do this
by printing the form from the
“Forms” page of the TRS Web site
(www.trs.state.tx.us) or by caling the
automated telephone system at 1-800-
223-8778.

View the streaming video on the TRS
Web site titled “ Steps to Retirement.”
The video provides members with an
overview of the steps to follow when
nearing retirement.

Complete form TRS 18 and return it to
TRS to receive a retirement packet.
(Processing of retirement packets is
prioritized by retirement date, and
response time may vary based upon the
time of year that a retirement
application is received.)

Complete thefollowing forms included
in your retirement packet:

o Form TRS 30 (Application for
Service Retirement)

o Form TRS 7 (Notice of Final
Deposit Before Retirement)



o Form TRS 278 (Direct Deposit
Request/Annuity Payment EFT
Exemption Certificate)

o Form TRS 700A (TRS-Care
Enrollment Application — Retiree)
— (included only if preliminary
analysis indicates retiree may be
eligible for enrollment)

o Form TRS 228A (Income Tax
Withholding Form)

TRS may include additional forms
if applicable. Form TRS 31, “Instruc-
tions for Service Retirement,” will be
included to help you complete your
application.

» Give form TRS 7 to your
employer (school district,
college, etc.). Your employer's
reporting official must complete
theform and mail it to TRS.

* You should complete al of the
other forms in the packet and
return them directly to TRS as
soon as possible before your
retirement date.

* Contact TRS-Care or another
group hedlth plan benefitsfrom
which you may be €eligible to
obtain coverage as a retiree, if
you wish to enroll in the plan
and need information or
instructions.

e Terminate employment by the
effective date of your
retirement.

e Contact the Social Security
Administration regarding your
eigibility for Social Security
benefits. You may contact
Socia Security toll-free at 1-
800-772-1213 or obtain more
information at www.ssa.gov.
Request verification of annuity
form from TRS if you need to
provide this to the Social
Security Administration.

You should consider many factors in
determining the best time for you to retire.
Please keep in mind that if you retire after
meeting the minimum requirements for
establishing a year of service credit, you
will receive service credit for that year, but

youwill not receive credit for thefull year's
sdary. If theyear in questionisoneinwhich
you are earning one of your highest salaries,
you may wish to retire at the end of the
school or contract year to take advantage
of the full year's sdlary.

You may wish to attend one of severa
TRS retirement presentations offered
around the state each year. They focus on
anumber of details relating to the retirement
process and the forms that must be
completed by members. To view a
schedule of presentations or to register
online, please visit the TRS Web site
(www.trs.gtate.tx.us). You may aso register
through the TRS Automated Telephone
System by calling 1-800-223-8778 toll-free.

Refund Checklist

Step 1 —Contact TRStorequest form TRS
6 (“Notice of Final Deposit and
Request for Refund”) by calling the
TRS automated telephone system
(1-800-223-8778), day or night, or
you may obtain the form from the
TRS Web site (www.trs.gtate.tx.us).

Step 2 — Form TRS 6 will require that you
sign and have notarized a statement
that you have permanently
terminated your employment with
a Texas public educational
ingtitution and have not applied for
or received any promise of
employment with a TRS-covered
employer. The unauthorized recapt
of accumulated contributionsin your
TRS account will prohibit TRS
from distributing future benefits
should you later return to TRS-
covered employment until the
amounts are repaid. (If your name
isdifferent than that shown on TRS
records, you must send TRS acopy
of the court order or marriagelicense
documenting your name change.)

Step 3 —If you were employed in a TRS-
covered position within the last six

months, your TRS-covered
employer must certify on the form
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TRS 6 the last date of your
employment and indicate the month
that your final deposit will befwas
submitted to TRS.

— If TRS membership records
indicate that you have at least five
years of service credit with the
system, TRS will send you a form
TRS 287 (“Waiver of Benefits’)
which you must sign and return to
TRS. By signing this form, you
acknowledge that accepting arefund
will cause you to lose your TRS
sarvice credit and digibility for all
benefits.

— If you wish to roll over al or a
portion of your contributions, TRS
will send you a rollover election
form. Completeand signform TRS
6A and then send it to the dligible
retirement plan that will accept the
rollover so that they can complete
itand send it to TRS.

—Your employer will submit a
monthly payroll report that contains
your final salary and deposits to
TRS. Your account is then
reconciled by TRS. These reports
are due by the sixth day of the
month following the calendar month
for which the report is prepared
(e.g., the September report is due
on October 6, the October report is
due on November 6).

— After all the required documents
have been received by TRS and the
accounts have been reconciled,
TRS will request the State
Comptroller of Public Accounts to
issue you a refund warrant.
(Payments are mailed out the same
day that TRS receives them from
the Comptroller’s Office.) The
warrant will not be processed if
records indicate that you have been
reemployed by a TRS-covered
employer.

Step 4

Step 5

Step 6

Step 7

For more details on requesting a refund
from TRS, pleaserefer to the TRS brochure
titled Requesting A Refund.

Death Claims Checklist

Being familiar with how to request TRS
death benefits can greatly ease matters for
your beneficiaries at a difficult time in their
lives. The following checklist should assist
with this process:

1. If you die asaTRS member or retiree,
a close family member or friend should
notify TRS. Your employer or funeral
home may offer to assist in this
process. TRS should be notified of the
death even if the monthly annuity will
continue to be paid to your beneficiary
under an option plan. Prompt notice
allows TRS to make the necessary
changes for tax purposes and to
disburse valuable death and survivor
benefits.

TRS may be notified by calling toll-free
at 1-800-223-8778. TRS will require
the family contact’ s name, address, and
telephone number as well as your date
of death. At that time, TRSwill request
a copy of your death certificate when
it is available for verification purposes.

2. After receiving notification of the death,
TRS will mail out benefit information
and forms. If your death occurs while
you are working for a TRS-covered
employer, then TRS must receive salary
documentation from your employer to
determine the actual benefit to be paid.

3. When TRS receives all properly
completed documents, the claim will be
processed and the death benefit
payment will be requested. Payments
are mailed out the same day that they
are received from the State Comp-
troller of Public Accounts (unless your
beneficiary has instructed TRS to do
otherwise).

When important member records are not
kept up to date, alonger time may be needed
to processaclaim. To expedite processing,
TRS records should be updated with the
current names and addresses of your
beneficiaries using a Designation of
Beneficiary form from TRS. To ensure that
your address is updated in TRS records,
please complete form TRS 358,“ Change of
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Address Notification.” Both forms are
available toll-free from TRS (1-800-223-
8778) and from the TRS Web site
(wwwe.trs.state.tx.us).

NOTE: TRS benefits including death
benefits are not assignable. For example,
TRS may not pay the benefits directly to a
funeral home to cover burial expenses.



How to Reach TRS

Y ou may contact a benefit counselor by mail, telephone, personal appointments
inTRS Austin office, or scheduled group meetingsin numerous locations across
the state. To reduce waiting time, please schedule appointments in advance.

General TRS Information

TRS Telephone Counseling Center -
(Monday - Friday, 7 am. - 6 p.m.; also automated information availableday
or night, seven days aweek): 1-800-223-8778 (or 1-512-542-6400)

Other Waysto Reach TRS -
TTY (for hearing-impaired persons): 1-800-841-4497 (or 1-512-542-6444)
TRS Web site - www.trs.state.tx.us

Mailing Address -
Teacher Retirement System of Texas
1000 Red River Street
Austin, Texas 78701-2698

TRS-ActiveCare —
Blue Cross and Blue Shield of Texas and Medco: 1-866-355-5999
FIRSTCARE: 1-800-884-4901
Mercy Health Plans: 1-800-617-3433
Scott & White Health Plan: 1-800-321-7947
Valley Baptist Health Plan: 1-800-829-6440

Long-Term Care Insurance Program -
Aetha: 1-877-894-2462

TRS-Care -
General Information: 1-800-223-8778, ext. 6456
Aetna (medical claims): 1-800-367-3636
Caremark Inc. (prescription drugs): 1-866-877-1555

TRS-HRAccount -
Aetna: 1-800-437-3666

Please note that the TRS Web site (www.trs.state.tx.us) features convenient
links to the administrators' Web sites for TRS-Care (Aetna and Caremark),
TRS-ActiveCare (Blue Cross and Blue Shield of Texas and Medco), and the
TRSlong-term care program (Aetna).

Other Helpful Contacts

Social Security Information —
Social Security Administration 1-800-772-1213
Web site — www.ssa.gov
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Members Right to Know*

1. With few exceptions, individuals are entitled to request to be informed about the

information that TRS collects about them.

wnN

about them in TRS records that is incorrect.
* |n accordance with Ch. 559, Tex. Gov't Code.

Individuals are entitled to receive and review that information upon request.
Individuals are entitled, as provided in the law, to have TRS correct information
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