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DIGEST

Currently, the Teacher Retirement System of Texas Sipulates certain provisons, including financid
conditions of membership. Thisbill would set forth revised guiddines for the administration of systems
and programs of the Teacher Retirement System of Texas

PURPOSE

As proposed, SB. 1128 sets forth guiddines for the administration of systems and programs of the
Teacher Retirement System of Texas.

RULEMAKING AUTHORITY

Rulemaking authority isgranted to Teacher Retirement System of Texasin SECTIONS 2 and 22 (Section
822.0025(c), Chapter 822A, Government Code, and Section 3(a), Article 3.50-4A, Chapter 3E, Insurance
Code) and to the board of trustees of the Teacher Retirement System of Texasin SECTION 10 (Section
824.2045(g), Government Code) of thishill.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Section 822.002(a), Governement Code, to providethat apublic school employee
is not permitted to be a member of the Teacher Retirement System of Texas (TRS) if the person
participatesin the optiona retirement program under Chapter 830 (optiona program) except as provided
by Section 822.0025.

SECTION 2. Authorizes aparticipant in the optiona program to make a one-time decison to become a
member of TRS. Authorizesacontributing member of TRSwho holdsapositionincluded in the coverage
of the optiond program to make a one-time decision to cease participation in TRS and begin participation
inthe optional program. Requires TRSto prescribe the form and details of an election under this section
whichisrequired to be filed with TRS and the ingtitution of higher education which employsthe person.
Authorizes TRS to adopt rules for the implementation of the election, including rules regarding contract
violations and s multaneous credit.

SECTION 3. Amends Chapter 823C, Government Code, by adding Section 823.203, asfollows:

Sec. 823.203. MEMBERSHIP SERVICE FOR OPTIONAL RETIREMENT PROGRAM.
Prohibits amember from establishing service credit in TRS for any period when the member was
participating in the optional program.

SECTION 4. Amends Sections 823.501(b) and (f), Government Code, to provide that a member, rather
than contributing member, of TRS at the time service isreingtated is digible to reinstate service credit
under this section. Makes conforming changes.

SECTION 5. Amends Section 824.101(c), Government Code, to prohibit a designation of beneficiary
from being made, except as provided by Section 824.1013.

SECTION 6. Amends Section 824.1011(a), Government Code, to authorize aperson who marries after
retirement to replace the annuity by selecting an optiona retirement annuity and designating the person’s
spouse as beneficiary before the second, rather than firgt, anniversary of marriage.

SECTION 7. Redesignates Section 824.1012, Government Code, as added by Chapter 1416, Actsof the
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75th Legidature, Regular Session, 1997, as Section 824.1013, asfollows:

Sec. 824.1013. CHANGE OF BENEFICIARY AFTER RETIREMENT. Redesignated from
previous Section 824.1012.

SECTION 8. Amends Section 824.202, Government Code, by adding Subsection (g), as follows:

(9) Requires TRS to condder service performed in this state as a participant in the optiona
program asif it were servicefor which credit isestablished in TRS, for the purpose of determining
eigibility to recelve service retirement annuity.

SECTION 9. Amends Sections 824.203(a) and (e), Government Code, to provide that the standard
service retirement annuity is computed on the basis of the member’ s average annual compensation three
years of service times 2.1, rather than two, percent for each year of service credit in TRS whether
consecutive or not. Makes a conforming change.

SECTION 10. Amends Chapter 824C, Government Code, by adding Section 824.2045, as follows:

Sec. 824.2045. PARTIAL LUMP-SUM OPTION. Authorizes amember who is digible for an
unreduced serviceretirement annuity andisnot participating inthedeferred retirement option plan
under Subchapter | to select astandard serviceretirement annuity or an optiona serviceretirement
annuity described by Section 824.204, together with apartia lump-sumdistribution. Prohibitsthe
amount of the lump-sum distribution from exceeding the sum of 36 months of a standard service
retirement annuity computed without regard to this section. Requires the service retirement
annuity selected by the member to be actuarialy reduced to reflect the lump-sum option and is
required to be actuaridly equivaent to astandard or optiona service retirement annuity without
the partial lump-sum distribution. Requires the annuity and lump-sum to be computed to result
in no actuarid lossto TRS. Authorizes the retiring member to choose alump sum equal to 12
months of standard service retirement annuity and payable at the same time that the first monthly
payment of the annuity ispaid, alump sum equa to 24 months of standard annuity payablein one
or two annua payments, or alump sum equd to 36 months of a sandard annuity and payablein
one, two, or three annua payments. Provides that the amount of the lump-sum distribution will
be deducted from any amounts payable under Section 824.503. Authorizesthe partial lump-sum
option under this section to be eected only once and prohibits an eection by aretiree. Provides
that a member retiring under the proportionate retirement program under Chapter 803 is not
eligible for the partid lump-sum option. Authorizes the board appointed under this subtitle to
administer TRS (TRS board) to adopt rules for the implementation of this section.

SECTION 11. Amends Section 824.304, Government Code, by adding Subsection (€) as follows:

(e) Requires TRS to consder service performed in this state as a participant in the optiona
program asif it were servicefor which credit isestablished in TRS, for the purpose of determining
eigibility to receive disability retirement annuity.

SECTION 12. Amends Sections 824.602(a) and (d), Government Code, to prohibit TRS from
withholding amonthly benefit payment if the retireeis employed in a Texas public educationa ingtitution
on afull-time bassif the work occursin not more than six months of a school year that begins after the
retiree’ s date of retirement. Providesthat aretiree to whom Subsection (8)(3) appliesis not digible for
any other exceptions to loss of benefits during that school year, rather than a retiree who has e ected to
avoid loss of monthly benefits in a school year. Requires TRS to include previous employment in
determining whether the retiree has exceeded sx months of employment if aretiree is employed under,
rather than el ects, the exemption provided in Subsection (a)(3). Deletes provisionsregarding employment
circumstances which prohibit TRS from withholding monthly benefit payments. Makes a conforming
change.

SECTION 13. Amends Section 824.802(a), Government Code, to authorize a certain contributing
member to elect to participate in the deferred retirement option plan before September 1, 1999.

SECTION 14. Amends Section 824.805, Government Code, to provide that participation in a plan is

terminated by certain circumstances, except as provided by Subsection (b). Authorizes a member
participating in the plan on September 1, 1999 to dect to discontinue participation on acertain form before
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September 1, 2000. Makes a conforming change.

SECTION 15. Amends Section 825.405(c), Government Code, to require employers to monthly report
to TRS on a certain form regarding the total amount of salary paid and total amount of employer
contributions due, and retain certain information for each employee as determined by TRS. Deletes
provision regarding an employer’s form.

SECTION 16. Amends Section 825.406(c), Government Code, to require employers to monthly report
inacertain form acertification of thetotal amount of sdary paid from federa fundsand private grantsand
thetotal amountsprovided by thefundsand grantsfor state contributions, and requiresemployerstoretain
certain information. Makes conforming changes.

SECTION 17. Amends Section 825.407(c), Government Code, to require certain designated disbursing
officersto submit acertification of the total amount of sdary paid from noneducationd and generd funds
and the tota amount of employer contributions due under this section, and retain certain information.
Deletes provision regarding a certification of employer contributions. Makes conforming changes.

SECTION 18. Amends Section 825.408(a), Government Code, to require an employee district to pay
undocumented amountsif thedistrict failsto remit documentation of depositsrequired by this subchapter.

SECTION 19. Amends Section 825.515, Government Code, to require TRS to maintain records
identifying types of positionsheld by members. Requirestypes of positionsto beidentified acertain way.
Deletes provison regarding certain information as to records required to be kept. Deletes provison
regarding cooperation with the commissioner of education. Deletes provision requiring TRSto provide
information to the commissioner of education. Makes conforming changes.

SECTION 20. Amends Sections 825.516(a) and (b), Government Code, to authorize retiree to request
TRSto withhold certain membership duesfor astatewide association whose membership includes at least
five percent of dl retireesof TRS. Authorizes TRS to make requested deductions until certain Stuations
aise

SECTION 21. Amends Section 16A(d), Article 3.50-4, Insurance Code, to require employers to report
acertification of thetotal amount of sdary paid from federal fundsand private grantsand thetota amounts
provided by the funds and grants for state contributions for employees, and retain the name of each
employee, rather than the desgnation as active employee, and other certain information. Makes
conforming changes.

SECTION 22. Amends Chapter 3E, Insurance Code, by adding Article 3.50-4A, asfollows:
Sec. 1. DEFINITIONS. Defines “employee,” “retiree,” and “trustee.”

Sec. 2. INSURANCE COVERAGE. Requires TRS to contract with authorized life insurance
carriers to offer employees and retirees optional permanent life coverage. Requires TRS to
contract with carriers authorized to provide long-term health care insurance to offer employees
and retirees optiond long-term coverage which is required to cover home, community and
ingtitutiona care. RequiresTRSto contract with carriersauthorizedto providedisability insurance
to offer employees optiona insurance againgt loss of sdary because of disability. Subjects a
contract under this section to competitive bidding. Requires insurance coverage to be made
available during certain periods.

Sec. 3. ADMINISTRATION. Requires TRSto adopt rulesfor the selection of contractorswhich
arerequired to perform certain tasks and account for certain premiums. Authorizes TRSto adopt
rules necessary for the administration of the program.

Sec. 4. PARTICIPATION IN COVERAGE. Requires TRS to offer coverages to employees
through employers and to retirees through the administration of TRS. Providesthat thefull costs
of premiums are the respongbility of the enrollees. Requires a participating employee to pay
premiums by payroll deduction in amanner provided by TRS. Requiresaparticipating retireeto
pay premiums by deduction from monthly retirement annuity.

Sec. 5. SCHOOL DISTRICT EMPLOYEES AND RETIREES OPTIONAL INSURANCE
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TRUST FUND. Providesthat the school district employees and retirees optiona insurance trust
fund (fund) is created outside the state treasury to be held by the Texas Treasury Safekeeping
Trust Company and administered by TRS. Requires premiums, amounts recovered under
contracts, and investment and depository income to be credited to the fund. Authorizes money
inthefund to be used only for the certain purposes. AuthorizesTRStoinvest thefundinacertain
manner.

SECTION 23. Amends Chapter 609B, Government Code, by adding Section 609.1015, as follows:

Sec. 609.1015. CREATION OF PLAN; PARTICIPATION. Requiresthe TRSboard to establish
a457 plan for certain school district employees and to act astrustee and plan administrator of the
plan. Requires TRS board to administer all aspects of the plan. Authorizes TRS board to
designate a person to assist in the execution of TRS board' s authority and respongbilitiesas plan
adminigtrator.

SECTION 24. Amends Section 22.004(c) and (d), Education Code, to require each district to report to
the executive director of TRS no later than March, rather than November 1 of each even-numbered year,
regarding thegroup health coverage plan in effect during the preceding plan year, rather than on November
1. Requiresthe executive director of TRS to submit areport to the legidator no later than September 1
of each even-numbered year, rather than January 1 of each odd-numbered year.

SECTION 25. Sets forth a formula for increases in monthly payments of a death or retirement benefit
annuity by TRS.

SECTION 26. Authorizes a certain person to replace the annuity by selecting an optional annuity and
designating a certain person as beneficiary before September 1, 2000, if the person has married after the
effective date of thisAct. Authorizes a certain person who retired before September 1, 1992, to replace
the annuity by selecting an optiona annuity before September 1, 2001.  Requires an optiona annuity to
be actuariadly reduced based on certain factors.

SECTION 27. Effective date: September 1, 1999.

SECTION 28. Emergency clause.
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