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TRS
Mission Statement

The mission of the
Teacher Retirement System
of Texas is:
to deliver retirement and
related benefits authorized by
law for members and their
beneficiaries, and to prudently
invest and manage the assets
held in trust for members and
beneficiaries in an actuarially
sound system administered in
accordance with applicable
fiduciary principles.




Eligibility for a Refund

AsaTRS member, if you permanently termi-
nate employmentina TRS-covered position
and have neither applied fornorreceived a
promise of employmentin another TRS-
covered position, youmay terminate member-
shipin TRS and withdraw your accumulated
contributions in your memberaccount.

Options to Consider Before
Requesting a Refund

The decision to seek arefund of your member
contributionsis animportant one, and it may
significantly impactyouinanumber of ways,
includingloss of certain types of credit which
must be continuously maintained and cannot be
repurchased ata later date. Therefore, itis
advisableto considerall options available to
you before making adecision. These options
includethe following:

® [Ifyouhave less than five years of TRS
service credit, youmay leave your accumu-
lated contributions with TRS, receive
interest forup to five years while absent
from TRS-covered employment, and then
later apply forarefund ifyou do not return
toemploymentina TRS-covered position.
Note: After five consecutive years
without earning TRS service credit,
membership in TRS terminates unless
you qualify for an exception or return to
work in a TRS-covered position.

® Ifyouhave at least five years of TRS
service credit, youmay leave your accumu-
lated contributions with TRS and earn
interestas long asthese funds remain with



TRS. Thenlater, when youhave met
applicable agerequirements, you will qualify
foraretirement annuity based upon your
service and salary history on file with TRS
atthetime youremployment terminated.
Apply for arefund and use the funds for
any purpose. Ifyouterminate TRS mem-
bership and receive arefund of your
accumulated contributions, you will forfeit
valuable future benefits—eligibility fora
retirement annuity, death benefits, and
retiree health insurance (provided youhave
atleast 10 years of service credit). How-
ever, keep inmind that refunds notrolled
over are subject to 20 percent federal tax
withholding, and a 10 percent early with-
drawal penalty may apply.

Terminate TRS membership and withdraw
your account, but defer receipt of taxable
income by rolling your funds overto
another qualified plan ortraditional Indi-
vidual Retirement Account (IRA). Allora
portionof youraccount thatis eligible for
rollover may be rolled over. Formore
informationregardingamountsinyour TRS
accountthatareeligible forrolloverand
types ofaccountseligibletoreceiverolled
overamounts, see Section I, “Payments
That Can And Cannot Be Rolled Over,” of
the Special IRS Tax Notice Regarding TRS
Payments (page 1) attached to the form
TRS6.

Federal Income Tax
Implications

Terminated accounts are subject to mandatory
20 percent federal income tax withholding
unlessyouelecttoroll overall eligibleamounts
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toanother qualified plan or traditional Individual
Retirement Account (IRA). 4 10 percent
early withdrawal penalty assessed by the IRS
may also be applicable. 1tis your responsibil-
ity to submit the proper tax
m IRS reports to IRS and to pay
any additional taxes or
penalties that may be due. TRS encourages
youto contact your tax consultant for specific
advice onhowthis distribution may affect your
taxes.

Tax Statements Sent by
TRS

Tax statements are required to be mailed to a
refund recipient’s address onrecord no later
than January 3 1% of the year

following arefund. Form 1099- )

R reportsthe total amount of
the lump sum distribution, any
portionthatistaxable income
for the year paid, and the
amountofincome tax with-
held. Thisinformationisalso
provided to the Internal Revenue
Service asrequired by federal law.

Ifyouelecttoroll overall or apart of your
refund, youwill receive aseparate 1099-R
formregarding therolloveramount. Tax
statements are mailed to the same address used
forrefunds, soyoumustnotify TRS in writing if
your address changes after youreceive your
refund. TRS mustreceive yournotification
prior to December 10" of the year in which you
received your refund in order to ensure that the
form will be sent to the correct address.



Ineligible Refunds

Ifyouapplied for oraccepted a position
covered by TRS on or before the date that your
refundismailed, yourrefundisineligibleunder
TRS law. If TRS records indicate that the
refund wasineligible, TRS will take necessary
steps to secure redeposit of the withdrawn
account. Allrequired amounts as determined
by TRS must be redeposited. Please contact
TRS to make payment arrangements ifthe
amount cannot be repaid inalump sum. Ifyou
accrue benefits after your returnto TR S-
covered employment, no distribution ofthese
benefits may be made by TRS until the ineligible
amountisrecovered.

Returning to TRS
Membership after an
Eligible Refund

Ifyoureturnto TRS membership afterreceiving
aneligiblerefund, youmay electto reinstate
service credit by redepositing the amount that
TRS has determined to be eligible* plus appli-
cablereinstatement fees. Thisamountmay be
paid inalump sum paymentorin
monthlyinstallments, includingan
extended payment fee.

*Note: Notall service creditmay
beeligible for reinstatement after
withdrawal. Some types of service
creditmust be continuously main-
tained such as credit earned by a
student who mustbe enrolled as a
studentatthe employing institution ofhigher
educationasacondition of employment.




Please review your service credit carefully to
avoid loss of valuable benefitsresulting from a

refund.

How to Apply for a Refund

Step — Contact TRS to requestaform TRS 6

1

(Notice of Final Depositand Request
forRefund)and the
Form | Special IRS Tax Notice
TRS 6 | Regarding TRS Payments.
Youmay request this form
andnotice by calling the
TRS InfoLine, day or
night, at 1-888-877-0123. The form
andnotice are also available from the
TRS Website (www.trs.state.tx.us).

Step —If TRS membershiprecordsindicate
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thatyou have atleast five years of
service

creditwith 5Ye ars
the system, —
TRSal service
send youa form TRS 287 (Waiver of
Benefits) whichyoumustsignand
returnto TRS. By signing this form,
youacknowledge thatacceptinga
refund will forfeit your TRS service
creditaccrued to date and eligibility for
all TRS benefitsassociated with the
service credit, including TRS-Care
health care coverage. With five years
ofactual membership service credit,
youareeligibletoreceivealifetime
annuity when you have metthe age
requirements to beginreceivinga
distribution. Asaserviceretiree, you
arealsoeligible to participate in TRS-
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Careifyoueither have (1) atleast 10
years of service creditin TRS foractual
service in Texas public schoolsor (2) at
least five years ofactual servicein
Texas public schoolsas well as five
years of purchased out-of-state service
credit.

Step —Form TRS 6 requires your notarized
3 signature certifying thatyouhave
permanently terminated your employ-

mentina TRS-
SR P covered positionand
;O <5 :
HES © i havenotapplied for
‘«,‘* * orreceived any
3 d‘) v@ / 1
“Eecel/  promise ofemploy-
g ’ mentina TRS-

covered position. [fyourname onthe
TRS 6isdifferent than the one shown
on TRS records, youmustsend TRS a
copy ofthe court order or marriage
license documenting yourname change.
Ifyourattorney-in-fact signs the
request, a copy of the power of attor-
ney must be submitted forreview.

Step —Ifyou were employed ina TRS-

4 covered position within six (6) months
ofthe date thatyou are filing arefund
application with TRS, yourlast TRS-
covered employer must certify your last
date of employment and indicate the
month thatyour final deposit will be
submitted to TRS. Complete your
portion of form TRS 6 and then send it
toyour former TRS-covered employer
to complete. If youterminated TRS-
covered employment more than six
months prior to thattime, complete
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Step

Step

Step

1

your portion of the form, signitbefore a
notary public, and then send it to:
Teacher Retirement System of Texas

1000 Red River Street

Austin, Texas 78701-2698

Ifyouelecttoroll over partorall of
your contributions, TRS will send youa
rolloverelection form (see Step 6).
Alsoreferto the Special IRS Tax
Notice Regarding TRS Payments
attached to form TRS 6.

—Ifyour TRS-covered employer has
notalready done so, it will submita
monthly payroll report that contains
your final salary and depositto TRS.
Thisreportis due shortly after the end
ofthe month following the calendar
month for which the report is prepared.

—Ifyouelecttoroll overall ora
portion of your contributions that are
eligible forrollover, youmust complete
and signa form TRS 6A (Refund
Rollover Estimate and Election) indicat-
ing the amount that you wish toroll
over. The representative of the com-
pany (plan administrator) accepting the
rollovermustalso sign the form certify-
ingthatthe planiseligibletoreceive
funds from your TRS account.

— Afterall required documents have
beenreceived by TRS and your
accounthasbeenreconciled, TRS will
request the State Comptroller of Public
Accounts toissue youarefund warrant.
The warrant will not be processed if



recordsindicate that you have been
reemployed by a TRS-covered em-
ployer. Yourrefund warrant may also
be held by the State Comptroller of
Public Accounts for otherreasons
including indebtedness to the state for
delinquent child support, for defaulted
student loans, or for non-payment of
federal or state taxes.

Timeframe for Receiving a
Refund

Generally, arefund warrant will be issued within
30 days afier allrequired documents have
beenreceived by TRS and your employer’s
monthly payroll report has been processed.
This means that TRS not only must receive

your application for
refund (and waiver @,«f
of benefits and =0

rollover election form, if applicable), but it
must also receive the member contribution
and monthly report from your employing
district. The process can take up to 90 days
depending upon your last day of TRS-
covered employment.

Receipt during the refund process of aqualified
domesticrelations orderrelatingto adivorce
may significantly delay therefund. Additional
time should also be allowed for processing a
refundifany ofthe following are filed with TRS:
atemporary restraining order (TRO)which
prohibitsthe member from removing any funds
from TRS, achild support order which orders a
portion of the benefits paid on behalfofachild,
achild support lien which prohibits distribution
ofany portion ofthe TRS account to the
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member, an IRS levy on the account, oran IRS
lien. Also, ifthe name ofthe accountholder on
TRS records does not match the name used on
the application for refund, the refund will be
delayed until TRS receives satisfactory proofof
the name change and the matterisresolved. If
the application for refund is submitted by an
attorney-in-factunder a power of attorney, a
copy of the power of attorney will be requested
and reviewed by TRS to verify the attorney-in-
fact’sauthority to terminate the membership
and receive arefund ofthe accumulated contri-
butions inthe memberaccount.

The followingillustrates the sequence of events
that normally occur when arefund isrequested:
Ifyouresign from your position on January 15,
youremployer will send in your final depositby
February 10, and the final report will usually
clear by the end of February. Then, another
two weeks may pass while datais entered into
the TRS computer system, accounting records
are created and verified, and a warrant is
requested from the Comptroller. So, it may be
the middle of March before youreceive the
refund warrant.

TRS endeavors to ensure that the correct
amount of benefitis paid in accordance with
validinstructions ofeligible members. Sufficient
timeisrequired to verify employment status,
final pay and, ifapplicable, rollover instructions.
Ifyour address has changed, you must send
(not fax) TRS a written notice of your new
address. Youmustsignthe notice and include
your Social Security number.

While thismay seem like alengthy process,
TRS endeavors to ensure that the correct
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amount of benefitis paid to the right person.
These verification and audit processes were
implemented to safeguard each member’s
accountand avoid misdirection of funds.

For a complete statement of the laws
and administrative rules that pertain
to the withdrawal of member contribu-
tions, consult TRS Laws & Rules,
including Chapters 822 through 825,
Texas Government Code and Chapter
27, TRS Rules. TRS Laws & Rules are
available via the TRS Web site
(www.trs.state.tx.us).

Frequently Asked
Questions

1. How can members qualify to receive a
refund of their TRS member contribu-
tions? Members may terminate TRS
membership and apply to withdraw their
accumulated contributionsifthey perma-
nently terminate employmentina TR S-
covered positionand have neither applied
fornorreceived a promise of employment
inany other TRS-covered position.

2. When may amember apply for a
refund? Members who meetall require-
ments in order to withdraw anaccount may
do so atany time and receive interest on
their contributions during any month ofthe
year.

3. How can members initiate the process
of requesting a refund? Complete and
submit form TRS 6 (Notice of Final De-
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positand Request for Refund) to TRS.
Membership will then be terminated, and
the member’s account will be refunded
followingreceiptofthe member’s final
depositand completed forms.

. When TRS refunds contributionsin a

member account, what specifically is
refunded? All ofthemember’s contribu-
tions plus any interest credited to the
accountarerefunded. State contributions,
however, are not part of the member’s
account and remainin the fund. Interestis
credited through the end of the month
preceding the month in which your mem-
bershipin TRSisterminated (generally, the
date that TRS requests the State Comptrol-
ler of Public Accountstoissue the refund
warrant). For further informationregarding
the calculationand crediting of interest on
your TRS account, please see the response
toquestion 7, listed below.

. Howisfederal withholding handled for

terminated member accounts? Termi-
nated accounts are subject to 20 percent
mandatory federal income tax withholding
unless the member elects arollover of
eligibleamountsto another qualified planor
traditional Individual Retirement Account
(IRA). (Toinitiatearolloverto aqualified
plan, submitacompleted form TRS 6 A as
indicated inthis brochure.) A 10 percent
early withdrawal penalty assessed by the
IRS may also apply.

. How long does it take members to

receive a refund of their member con-
tributions after submitting form TRS 6?
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Usually, arefund warrant can be issued
within 30 days affer all required docu-
ments are received by TRS. Beforea
refund canbeissued, TRS mustreceive
your completed application forrefund and a
form TRS 287 (Waiver of Benefits), if
applicable, as well as the final contribution
depositand monthly report from your TRS-
covered employer. Ifyouwishtoroll over
all or part of your contributions, you will
need to ask TRS to send you a form TRS
6A (Refund Rollover Estimate and Election)
so thatyou can complete the upper halfof
the form and send itto yourrollover
institution. Yourinstitutionmustthen
complete the form and returnitto TRS.

The entire process may take up to 90
days depending on your last date of TRS-
covered employment.

. How is current-year interest calculated

onawithdrawnaccount? Effective
September 1, 1999, TRS computes
current-year interest at the rate of five
percent on the mean balance in the termi-
nating member’saccount from September 1
ofthat fiscal year through the last day of the
month prior to termination of membership.
(The mean balance is the average ofthe
member’slowestand highestbalances.)

. Can aportion of a TRS account be
withdrawn? No. Once amember perma-
nently terminates TRS membership and
applies forarefund by following the steps
outlined inthis brochure, all of the
member’seligible accumulated contribu-
tionsarerefunded.
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Teacher Retirement System of Texas
1000 Red River Street
Austin, Texas 78701-2698
(512) 397-6400 or 1-800-223-8778
www.trs.state.tx.us




