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TEACHER RETIREMENT SYSTEM OF TEXAS MEETING
BOARD OF TRUSTEES
AND
GOVERNANCE COMMITTEE

All or part of the September 18, 2026, meeting of the TRS Policy Committee and Board of Trustees
may be held by telephone or video conference call as authorized under Sections 551.130 and 551.127
of the Texas Government Code. The Board intends to have a quorum and the presiding officer of the
meeting physically present at the following location, which will be open to the public during the open
portions of the meeting: 4655 Mueller Blvd, 2" Floor, Boardroom.

The open portions of the September 18, 2026, meeting are being broadcast over the Internet. Access
to the Internet broadcast and agenda materials of the meeting is provided at www.trs.texas.gov. A
recording of the meeting will be available at www .trs.texas.gov.

AGENDA
September 18, 2026 — 9:00 a.m.
1. Call roll of Committee members.
2. Consent Agenda: Consider the following items that may be taken up by consent without

discussion— Committee Chair:
A. Approval of the proposed July 2026 committee meeting minutes (Agenda Item 3);

B. Consider recommending to the Board proposed amendments to the Pension Funding
Policy (Agenda Item 5);
C. Consider amendments to the Policy Review Schedule. (Agenda Item 7)
3. Consider the approval of the proposed minutes of the July 2026 committee meeting —

Committee Chair. (Proposed Consent Agenda Item 2A)

4. Consider recommending to the Board continuation and adoption of the following performance
pay plans for the 2026 — 2027 performance period:
A. Executive Director’s Performance Pay Plan including the Executive Director's Areas
of Focus for Fiscal Year 2027— Shunne Powell; Susan Lemke and Josh Wilson, Marsh,
formerly Mercer Consulting; and

B. Investment Management Division's and TRICOT’s Performance Pay Plan — Shunne
Powell, Katy Hoffman; Susan Lemke and Josh Wilson, Marsh, formerly Mercer

Consulting.
5. Consider recommending to the Board proposed amendments to the Pension Funding Policy —

Caasi Lamb. (Proposed Consent Agenda Item 2B)

6. Consider recommending to the Board proposed amendments to the Bylaws of the Board of
Trustees— Heather Traeger and Katherine Farrell.

NOTE: The Board of Trustees (Board) of the Teacher Retirement System of Texas will not consider or act upon any item
before the Policy Committee (Committee) at this meeting of the Committee. This meeting is not a regular meeting of the
Board. However, because the full Policy Committee constitutes a quorum of the Board, the meeting of the Committee is
also being posted as a meeting of the Board out of an abundance of caution.


http://www.trs.texas.gov/

Consider amendments to the Policy Review Schedule — Katherine Farrell. (Proposed Consent
Agenda Item 2C)

Consider authorizing for publication in the Texas Register notice of the following proposed
new rule in Chapter 51 of Title 34, Part 3 of the Texas Administrative Code — Heather Traeger:

A. [NEW] §51.16. Tuition Reimbursement.

Consider authorizing for publication in the Texas Register notice of proposed repeal and
amendments in the following chapters of Title 34, Part 3 of the Texas Administrative Code —
Heather Traeger and Nick Gonzalez:

CHAPTER 21. PURPOSE AND SCOPE [REPEAL]

§21.1. Statement of Policy [REPEAL]

CHAPTER 25. MEMBERSHIP CREDIT

Subchapter B. Compensation

§25.24. Performance Pay [AMEND]

§25.34 Membership Waiting Period Repeal [REPEAL]

Subchapter E. Military Service

§25.66. Application for Military Credit [AMEND]

Subchapter F. Veteran’s (USERRA) Service Credit

§25.75. Application for Eligible Active Military Duty under the Uniformed Services
Employment and Re-Employment Rights Act [AMEND]

Subchapter G. Purchase of Credit for Out-of-State Service

§25.82. Cost [AMEND]

§25.84. Crediting Fees [REPEAL]

§25.86 . Computing Average Compensation [REPEAL]

Subchapter L. Other Special Service Credit

§25.163 Service Credit Purchase [REPEAL]

CHAPTER 27. TERMINATION OF MEMBERSHIP AND REFUNDS

§27.8 Reinstatement of Membership and Service Credit by ORP Participants
[AMEND]

CHAPTER 29. BENEFITS

Subchapter E. Deferred Retirement Option Plan

§29.63. Deadline for Purchase of Special Service Credit [REPEAL]

CHAPTER 31. EMPLOYMENT AFTER RETIREMENT

Subchapter A. General Provisions and Procedures

§31.2. Monthly Certified Statement [AMEND]

§31.3. Return-to-Work Employer Pension Surcharge [AMEND]

Subchapter B. Employment After Retirement Exception

§31.12. Substitute Service [AMEND)]

§31.13. One-half Time Employment [AMEND]

§31.15. Tutors under Education Code § 33.913 [AMEND]

§31.16. Federally-funded COVID-19 Personnel [REPEAL]

§31.18. Combining EAR Exceptions [AMEND]

§31.19. Combining EAR Exceptions and Employer Surcharges [AMEND]
CHAPTER 39. PROOF OF AGE [REPEAL]

§39.1. Establishment of Date of Birth [REPEAL]
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CHAPTER 43. CONTESTED CASES

Subchapter A. General Administration

§43.1. Applicability [AMEND]

§43.2. Definitions [AMEND]

§43.3. Filing of Documents [AMEND)]

§43.5. Extensions [AMEND]

Subchapter B. Requests for Adjudicative Hearing.

§43.106 Authority to Grant Relief [AMEND]

Subchapter C. Hearings Not Docketed at SOAH [REPEAL]
§43.201. Applicability [REPEAL]

§43.202. Form of Pleadings [REPEAL]

§43.203. Filing of Pleadings and Amendments [REPEAL]
§43.204. Briefs [REPEAL]

§43.205. Motions [REPEAL]

§43.206. Discovery [REPEAL]

§43.207. Notice of Hearing and Other Action [REPEAL]
§43.208. Agreements to be in Writing [REPEAL]

§43.209. Motion for Consolidation [REPEAL]

§43.210. Additional Parties [REPEAL]

§43.211. Appearance and Representation [REPEAL]
§43.212. Lead Counsel [REPEAL]

§43.213. Powers of the Administrative Law Judge [REPEAL]
§43.214. Prehearing Conference and Orders [REPEAL]
§43.215. Conduct of Hearing [REPEAL]

§43.216. General Admissibility [REPEAL]

§43.217. Exhibits [REPEAL]

§43.218. Pre filed Direct Testimony in Disability Appeal Proceedings [REPEAL]
§43.219. Limit on Number of Witnesses [REPEAL]
§43.220. Failure to Appear [REPEAL]

§43.221. Conduct and Decorum at Hearing [REPEAL]

MMM. §43.222. Official Notice [REPEAL]
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. §43.223. Recording of the Hearing; Certified Language Interpreter [REPEAL]
. §43.224. Dismissal without Hearing [REPEAL]
§43.225. Summary Disposition [REPEAL]
. §43.226. The Record [REPEAL]
§43.227. Findings of Fact [REPEAL]
§43.228. Reopening of Hearing [REPEAL]
CHAPTER 47. QUALIFIED DOMESTIC RELATIONS ORDERS
. §47.16. Effective Date of TRS Review of Orders [REPEAL]






Minutes of the Governance Committee
July 16, 2026

The Governance Committee of the Board of Trustees of the Teacher Retirement System of Texas
met on July 16, 2026, in the boardroom located on the Second Floor of TRS' offices located at
4655 Mueller Blvd, Austin, Texas 78723.

Committee members:

Mr. John Elliott, Chair
Dr. Pete Pape

Mr. Robert H. Walls, Jr.
Mr. Dan West

Mr. Elvis Williams

Other TRS Board Members Present:

Ms. Brittny Allred
Ms. Laronda Graf

Others who participated:

Brian Guthrie, TRS

Caasi Lamb, TRS

Heather Traeger, TRS

Don Green, TRS

Amanda Jenami, TRS

Shunne Powell, TRS

Elizabeth Hallmark, TRS
Nicholas Gonzalez, TRS
Katherine Farrell, TRS

Suzanne Dugan, Cohen Milstein

Governance Committee Chair, Mr. John Elliott, called the meeting to order at 11:01 a.m.

1. Call roll of Committee members.
Ms. Farrell called the roll. A quorum was present.
2. Consent Agenda: Consider the following items that may be taken up by consent
without discussion:
A. Approval of the proposed April 2026 committee meeting minutes (Agenda Item
3);

B. Recommending to the Board adoption of proposed amendments to the following
TRS Rules in Title 34, Part 3, of Chapter 41 of the Texas Administrative Code
(Agenda Item 8):

i. Subchapter A, Rule 41.17 - Limited-time Enrollment Opportunity for
Medicare-eligible Retirees; and
ii. Subchapter C, Rule 41.38 - Termination Date of Coverage.

On a motion by Mr. Williams, seconded by Mr. Walls, the committee voted unanimously to
approve all items on the consent agenda.



3. Consider the approval of the proposed minutes of the April 2026 committee meeting
(Proposed Consent Agenda 2A).

This item was considered and approved as part of the consent agenda under Agenda Item 2.

4. Discuss and review the Executive Director's Areas of Focus for Fiscal Year 2026 and
proposed for Fiscal Year 2027 - Brian Guthrie and Michelle Pagan .

Mr. Don Green reviewed the fiscal year 2026 areas of focus and reported that all associated
deliverables were either in progress or complete, with none delayed or not expected to be
completed. He explained that the areas of focus align with the strategic plan and address
member-focused initiatives, leadership, talent effectiveness, operational effectiveness, and
continuous improvement.

Mr. Green presented a draft, streamlined one-page format for the proposed fiscal year 2027 areas
of focus. He explained that the revised format would organize priorities by pension services,
health care, investments, shared services, and enterprise matters, including artificial intelligence
initiatives. He noted that a final proposal would be presented for approval in September.

5. Discuss and review the Proposed Modifications to the Executive Director's
Performance Pay Plan for the 2026-2027 Performance Period — Shunne Powell.

Ms. Shunne Powell reviewed proposed administrative updates to the performance pay plans for
the 2026-2027 performance period. She stated that no changes were proposed to the overall
structure of the plans and that there were no material changes to the Investment Management
Division or TRICOT plans. She explained that proposed revisions to the Executive Director plan
would clarify and align the death, disability, and retirement provisions with changes previously
made to the other plans.

6. Consider recommending to the Board adoption of the proposed amendments to the
Member and Employer Outreach Plan - Elizabeth Hallmark.

Ms. Elizabeth Hallmark presented proposed amendments to the Member and Employer Outreach
Plan as part of its five-year review. She explained that the limited updates would streamline
language, update numbers, and more fully reflect the methods used to obtain direct feedback for
continuous improvement. She stated that the plan would continue to emphasize plain language,
accessibility, multiple communication formats, proactive outreach, and support for members,
retirees, and employers.

On a motion by Mr. Williams, seconded by Mr. West, the committee voted unanimously to
recommend to the Board adoption of the proposed amendments to the Member and Employer
Outreach Plan, as presented by staff.

7. Consider recommending to the Board adoption of the notice of completed rule
review for TRS Rules in Title 34, Part 3 of Chapters 21 through 51 of the Texas
Administrative Code - Heather Traeger and Nicholas Gonzalez.

Mr. Nicholas Gonzalez presented staff's final recommendations from the statutorily required
four-year review of all 265 TRS rules. He stated that staff recommended readopting 171 rules
without changes, readopting 46 rules while identifying them for future amendment, and
identifying 48 rules for repeal. He explained that 40 rules were recommended for full repeal and
that the language from eight additional rules would be consolidated into other rules. He also
stated that Chapters 21 and 39 would be repealed because the sole rule in each chapter was
recommended for repeal.



Mr. Gonzalez explained that 25 proposed amendments would be minor, including address
updates and corrections, while 21 would involve substantive policy improvements. He noted that
Rule 25.31 was among the rules identified for future policy improvement. He further explained
that amendments and repeals identified through the review would return to the committee and
Board through the formal rulemaking process.

In response to a question from Ms. Graf regarding the timing of a possible amendment to Rule
25.31, Ms. Heather Traeger stated that a timeline had not been established and that the rule
projects would be prioritized over the next four years.

On a motion by Dr. Pape, seconded by Mr. Walls, the committee voted unanimously to
recommend to the Board adoption of the notice of completed rule review for TRS Rules in Title
34, Part 3 of Chapters 21 through 51 of the Texas Administrative Code, as presented by staff.

8. Consider recommending to the Board adoption of proposed amendments to the
following TRS Rules in Title 34, Part 3, of Chapter 41 of the Texas Administrative
Code (Proposed Consent Agenda 2B):

A. Subchapter A, Rule 41.17 - Limited-time Enrollment Opportunity for Medicare-
eligible Retirees; and

B. Subchapter C, Rule 41.38 - Termination Date of Coverage.
This item was considered and approved as part of the consent agenda under Agenda Item 2.

With no further business before the Committee, the meeting adjourned at 11:26 a.m.

Approved by the Governance Committee of the Board of Trustees of the Teacher Retirement
System of Texas on September , 2026.

Katherine H. Farrell Date
Secretary of the TRS Board of Trustees






Performance Pay

Plan Updates

Presentation Date

September 17, 2026

Presented By
Shunne Powell, Chief Organizational
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IMD and TRICOT Plan Updates

* Updates to performance plan year

* Minor changes to incentive titles (no impact on plan
costs or payouts)

* |nvestment Manager to Principal
* Senior Associate to Associate Principal

Executive Director Plan Updates

* Updates to performance plan year

* Removed duplicate language and streamlined

provisions related to death, disability, or retirement

* Addition of language outlining treatment of awards

upon death or disability
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Executive Director’s FY 2027 Areas of Focus

AOF 1 Pension Services AOF 4 Shared Services

Deliver 1.1 Expand member self-service capabilities through MyTRS and automated Position TRS for 4.1 Engage with policymakers.
outstanding service channels. the future 4.2 Plan and execute the implementation of new legislation.
men‘.\ber 1.2 Complete planning, staffing, and training for the Rio Grande Valley Fhrough. 4.3 Align talent priorities with organizational strategy to build a future-ready
services regional office. ::;(r:;\:f::::r;and workforce, expand development at every level, and strengthen
1.3 Deliver Phase One of Pension Data Analytics. leadership pipelines.
1.4 Conduct required pension benefit design studies and annual actuarial 4.4 Enhance cybersecurity, privacy, enterprise risk management, and fraud
valuations. prevention capabilities.
4.5 Expand enterprise data governance and protection.
4.6 Enhance stakeholder communication and member/employer outreach.
s
4.7 Launch the next evolution of core business systems.
Provide 2.1 Generate savings and value for members through lower healthcare 4.8 Advance enterprise code optimization and modernization of legacy
competitive, spending. systems.
high-value 2.2 Maintain administrative expenses below 5% relative to total fund
neatihears expenditures. AOF 5 Enterprise-Wide
L) 2.3 Implement reduced premiums for TRS-Care Medicare Advantage. Advance 5.1 Operationalize responsible Al adoption.
2.4 Launch high quality and cost-effective pilot programs in TRS-ActiveCare. enterprise 5.2 Execute Al Roadmap 2.0.
2.5 Successfully transition to new enrollment and medical plan capabilities. o 53 Sl e filerneeeneies emd Altels e srppen i come fes
SIS O YEREanE. Fhrou.gh G IE] of business and agency operations.
intelligence (Al)
FErOW 3.1 Achieve the investment rate of return for the pension trust fund. SUMMARY FY 2026 FY 2027
investment 3.2  Operationalize the Investment Data Modernization Program.
PREUE [P 3.3 Complete review of the Investment Policy Statement and General Number of
Authority Resolution. Areas of Focus ° 5
3.4 Expand investment management options for health care funds.
Number of 5o 04 .

Success Measures



Comparison of Plan Components

Investments and TRICOT Comparison Executive Director (ED)

Both plans include a component based on
. investment performance relative to board
Performance relative to selected benchmarks Investment Management
benchmarks Oversight
50%* 50%

For investments, performance is also
measured relative to peer pension plans

Performance relative

to peers .
30% o Leadership Component
Both plans have a qualitative component (Qualitative Score)
determined during the annual evaluation 50Y%**
processes. Forthe ED, this is driven by g

Individual Performance
(Qualitative Score) his Areas of Focus (AOF) and determined
by the TRS Board.

20%*

*For junior positions mix is 30/30/40 **Board determines score for this component
during annual evaluation process
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TEACHER RETIREMENT SYSTEM OF TEXAS

DATE: September 18, 2026

TO: Governance Committee and Board of Trustees

THROUGH: Brian Guthrie, Executive Director

FROM: Shunne Powell, Chief Organizational Excellence Officer

RE: Performance Pay Plans Annual Approval

Item Type: Proposed Consent

Executive Summary:

This memo provides the Governance Committee with the final versions of the performance pay
plans for the Executive Director (ED), Investment Management Division (IMD), and TRICOT (the
wholly owned subsidiary of TRS incorporated in the UK). The plans are reviewed annually to ensure
they remain current and aligned with Board direction.

This review process includes consideration of Trustee feedback, assessment of potential updates
identified by staff, review of proposed changes by Marsh, formerly Mercer Consulting, as the
Board's compensation consultant, review by Fiduciary Counsel to help ensure the established
process supports appropriate due diligence and sound governance practices, and review of
applicable plan language by outside tax counsel. The final plans reflect the collective input
received through this process.

In addition to administrative updates to plan dates, the following non-substantive changes are
being proposed. For the Executive Director plan, the Annual Areas of Focus (AOF) appendix has
also been updated; details regarding the development and approval of the AOFs are presented in a
separate memorandum to the Committee.

IMD and TRICOT Plan Updates
e Updated incentive titles to reflect recent position title changes (Investment Manager to
Principal and Senior Associate to Associate Principal). These changes have no impact on
plan costs or employee payout opportunities.

Executive Director Plan Updates
e Removed duplicative language and streamlined provisions related to death, disability, and
retirement.
e Added language addressing the treatment of awards upon death or disability, consistent
with similar changes previously adopted for the IMD and TRICOT plans.

Governance Committee
Agenda Item #4
Page #1



e Updated the Annual Areas of Focus (AOF) appendix to reflect the Executive Director's
current priorities. Additional information regarding the development and approval of the
AOFs is presented in a separate memorandum. The updated structure consolidates nine
focus areas into five business-aligned categories and streamlines success measures from
52 deliverables and key performance indicators (KPls) to 24 key priorities.

Background:

Performance pay is an important component of TRS' total compensation framework for
investment-related positions and the Executive Director. The plans align compensation with
organizational results, reinforce accountability, and support TRS' ability to attract and retain
specialized leadership and investment talent. The IMD plan was established in 2007, the TRICOT
plan was added in 2021, and the Executive Director plan was fully adopted in 2016 following an
initial pilot.

TRS maintains separate performance pay plans for the Executive Director, Investment Management
Division (IMD), and TRICOT; however, the plans share several common design features that align
incentives with organizational performance and long-term strategic objectives. All three plans
incorporate a component tied to investment performance relative to Board-approved benchmarks.
The IMD and TRICOT plans also measure performance relative to comparable public pension
funds.

In addition to quantitative performance measures, all plans include a qualitative component
evaluated through the annual review process. For IMD and TRICOT participants, the qualitative
component reflects individual performance and leadership expectations. For the Executive
Director, it reflects progress on Annual Areas of Focus (AOFs) and the Board's assessment of
leadership performance.

The weighting of performance measures differs based on the role being evaluated. For most IMD
and TRICOT participants, awards are based on a combination of investment performance relative
to benchmarks (50%), performance relative to peer funds (30%), and individual performance (20%),
with alternative weightings applicable to certain junior positions. The Executive Director plan
consists of two equally weighted components: Investment Management Oversight (50%) and
Leadership Performance (50%)

The Board approves the plans annually before the October 1 start of each plan year. As part of the
annual review process, proposed updates are evaluated by staff and reviewed by the Board's
compensation consultant, fiduciary counsel, and outside legal counsel before being presented to
the Board for consideration and approval. The board received a comprehensive overview of the
plans in February 2026 and a preview of the proposed 2026-2027 updates in July 2026.

Fiduciary and Governance Considerations

Annual Board approval maintains trustee oversight of plan design and administration. The
proposed revisions do not alter performance targets, performance measures, award opportunities,
or the Board's role in evaluating Executive Director performance and determining performance pay.

Governance Committee
Agenda Item #4
Page #2



Marsh independently reviewed the proposed changes and concluded they are largely
administrative in nature, reasonable for the continued governance of the plans, and not expected
to affect plan costs, payout opportunities, or the difficulty of achieving plan goals.

Fiscal and Operational Impact
The proposed changes are not expected to affect plan costs, compensation levels, payout
opportunities, or the difficulty of achieving plan goals.

Minor title updates align plan terminology with current incentive titles without changing eligibility or
award calculations, while clarifications to Executive Director provisions reduce duplication and
improve plan administration in limited separation circumstances.

Benefits and Risks
Benefits: Maintains continuity of the existing performance pay framework, improves clarity, and
supports consistent administration for the new plan year.

Risks: No material risks were identified with the proposed updates. Continued annual review
remains important to ensure the plans evolve appropriately as organizational needs, investment
strategies, and market practices change.

Proposals for the Board/Committee Consideration

Staff recommend that the Governance Committee approve the proposed 2026-2027 IMD, TRICOT,
and Executive Director Performance Pay Plans (which includes the AOF) as presented and
recommend their approval by the Board of Trustees.

PowerPoint Presentation: Yes

Attachments: (if applicable)
Board Consultant’s Memo
Fiduciary Counsel’s Memo

Governance Committee
Agenda Item #4
Page #3



@ Mercer

Mr. Robert H. Walls, Jr
Board of Trustees, Teacher Retirement System of Texas (“TRS”)

August 24, 2026

Subject: Validation of Proposed Changes to TRS Performance Pay Plans (PPP)

Mr. Walls,

Mercer (US), LLC. (“Mercer”) has been retained by the Board of Trustees of the Teachers’ Retirement System of Texas
(TRS) to review the proposed changes to the Performance Pay Plan (PPP). The Investment Management Division
(IMD) has 200+ participants in the PPP and the plan was created 19 years ago, with many of the original design features
still intact. The TRICOT plan began in 2001, while the Executive Director Plan was first implemented in 2018 and then
revamped to its current structure in 2022. There were some structural and administrative changes to the plans in 2025,
but the essence and critical aspects of the plan were not changed in recent years.

Background:

In 2024, Mercer conducted a comprehensive study of the PPP, along with the plans covering TRICOT and the Executive
Director position. In these studies, we compared the TRS incentive plans against similar public pension plans and other
like organizations to assess the plans on a host of criteria, such as eligibility, target awards, metrics and leverage. At a
high level, Mercer’s findings are that the plans are well designed, reflect best practice in the industry and support the
overall mission of the organization.

Summary:

The Board is being asked to approve the three plans for the 2026-2027 plan year. Mercer has reviewed the proposed
changes, and, in our opinion, the proposed changes are largely administrative in nature and are reasonable for the
continued governance of the plans. None of the proposed changes meaningfully impact the difficulty in achieving plan
goals, nor do they have any obvious impact on potential payouts, higher or lower, while employed at TRS.



All incentive plans are iterative plans that must be reviewed and revised as needed as the external and internal business
environment evolves. The PPP has been in existence since 2007 and has retained the core elements of its original
design, but has also evolved over the years to reflect TRS’ growth and increased sophistication. And while TRS has
evolved, so has the external landscape, from asset classes to benchmarks and competitors. The changes suggested
for the 2026-2027 plans are not substantive content changes, but rather are administrative and clarification changes.
These changes will not have an impact on the difficulty of achieving targets and therefore there is no impact on expected
costs of the plan or compensation levels of participating staff.

If you have any questions, please do not hesitate to contact us.

Thank you
b 4 & — AYH
Josh Wilson Susan Lemke

Partner Senior Principal
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MEMORANDUM

TO: Board of Trustees
Teacher Retirement System of Texas (“TRS”)

FROM:  Suzanne M. Dugan
Fiduciary Counsel

DATE:  September 11, 2026

RE: Annual Review and Proposed Changes to Performance Pay Plans

At its September 2026 meeting, the TRS Board will be asked to approve recommended changes
to the Performance Pay Plans (collectively “PPP”)!, effective for the performance period beginning on
October 1, 2026, and ending September 30, 2027.

BACKGROUND/HISTORY

The Board adopted the PPP in 2007 after determining that expending funds for the PPP was
consistent with and in furtherance of the Board’s fiduciary duties of loyalty and prudence in
administering the retirement system. This decision was grounded in the understanding that by offering
both a competitive base salary and performance pay, TRS enhances its ability to fulfill its mission 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.”

Compensation targets are recommended to the Board based on the results of investment
management compensation studies conducted by IMD’s consultant, McLagan. These compensation
evaluations occur on a regular schedule with base pay being reviewed every two years and performance
pay every five years. Over two hundred employees participate in the PPP.

In 2023, the Board retained Mercer (US) LLC (“Mercer”) as a Board consultant to review the
proposed changes to the PPP. Mercer opined that the proposed changes were logical and reasonable and
would help IMD be more competitive if performance continued to be strong. Mercer noted, however,
that the scope of its review did not include an independent analysis of IMD’s determination, based on
the data from the most recent McLagan study, that IMD salaries were below their competitive market
and the PPP program lagged behind the market benchmark.

! There are three separate Performance Pay Plans — one applicable to employees of the
Investment Management Division (“IMD”), one applicable to employees of TRICOT (the wholly
owned subsidiary of TRS incorporated in the UK), and one applicable to the Executive Director.

COHEN MILSTEIN SELLERS & TOLL PLLC « 1100 New York Ave. NW - Fifth Floor « Washington, DC 20005

T 202.408.4600 + cohenmilstein.com



COHEMNMILSTEIN

In 2024, Mercer conducted a comprehensive study of the PPP, comparing the PPP against those
of similar public pension plans and other like organizations in order to assess the PPP on criteria
including eligibility, target awards, metrics, and leverage. Mercer found that the PPP was well designed,
reflected best practice in the industry, and supported the overall mission of the organization.

In 2025, Mercer reviewed proposed changes and engaged a partner from their investment
consulting practice to provide feedback from an investment point of view. Mercer found that the
proposed changes were administrative changes flowing from natural evolutions of the plan and were
reasonable for the continued governance of the plan. Importantly, Mercer found that none of the
proposed changes would meaningfully impact the difficulty in achieving targets, and therefore there
was no impact on expected costs of the plan, potential payouts, or compensation levels of
participating staff.

CURRENT YEAR REVIEW

This year’s proposed changes to the PPP are administrative and not substantive in nature. For
the IMD and TRICOT plans, the changes are (1) updates to the performance plan dates; and (2) retitling
of position titles, which has no impact on plan costs or potential payouts for employees. For the
Executive Director plan, the changes are (1) updates to the performance plan dates; (2) removal of
duplicate language and streamlining of provisions relating to death, disability, or retirement; and (3)
addition of language outlining treatment of awards upon death or disability, which aligns with the
changes made last year for the IMD and TRICOT plans.

Mercer has reviewed the proposed changes and advises that the changes are largely
administrative in nature and are reasonable for the continued governance of the plans. Mercer notes
that none of the proposed changes meaningfully impact the difficulty in achieving plan goals, nor
do they have any obvious impact on potential payouts. Mercer concludes that these changes will not
have an impact on expected costs of the plan or compensation levels of participating staff.

In my role as Fiduciary Counsel to the Board of TRS, I have reviewed the process that was
undertaken regarding the proposed revisions to the PPP. Based on this review, in my opinion the Board
has sufficient information before it from staff as well as the advice of its independent outside expert in
order to enable it to engage in a rigorous decision making process in a manner consistent with the duties
of prudence and loyalty that will allow the Board to demonstrate that it has exercised appropriate
fiduciary oversight should it choose to adopt the proposed revisions to the PPP.

I note that the annual review of the PPP that TRS performs is a best practice, as is continued
involvement of both internal and external experts in reviewing compensation philosophy and the
approach to benchmarking so as to ensure appropriate separation of duties and risk management for
IMD. From a fiduciary perspective, continued monitoring and the use of internal and outside
independent experts are essential elements of prudence.
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TEACHER RETIREMENT SYSTEM OF TEXAS

Teacher Retirement System of Texas

Executive Director Performance Pay Plan

Effective October 1, 20252026

This Plan is effective for Leadership Performance Periods beginning on or after October 1, 26252026, and for Investment
Oversight Performance Periods beginning on or after October 1, 20252026. Any Awards for performance in prior

Performance Periods can become earned and payable subject to the terms and conditions stated in the versions of the
Plan effective for those Performance Periods.
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Executive Director Performance Pay Plan
Effective October 1, 2025-2026 for Leadership Performance Period
and Investment Oversight Performance Period

|.  Establishment

The Board of Trustees (the “Board”) has established this Executive Director Performance
Pay Plan (the “Plan”) for the purposes described below. It is effective for Performance
Periods beginning on or after October 1, 20265. The Plan consists of two separate
components, namely Leadership Performance Compensation described in Section VI
and Investment Oversight Compensation described in Section VII. Performance Periods
for both components run from October 1, 2625-2026 to September 30, 20262027.

Il.  Plan Objectives

To remain competitive in its efforts to attract and retain high caliber executives, TRS
strives to offer a competitive compensation package, including a competitive base
salary and an opportunity to earn additional rewards through this Plan. The Plan is
designed to reward the Executive Director for performance and is intended to:

e Focus on key objectives tied to the overall success of TRS

e Align performance pay potential to the achievement of TRS’s mission, goals, and objectives

e Tie rewards to measurable success related to completion of goals linked to TRS's Strategic
Plan and outlined in the Areas of Focus (AOF)

e Ensure TRS can attract, motivate, and retain top-performing executive leadership

IIl.  Plan Authority and Responsibility

A. Plan Administration

The Plan is subject to the Board’s discretion. TRS’s Chief Organizational Excellence
Officer, with direction from the Board, is responsible for administering the Plan, and
the General Counsel and Chief Compliance Officer are responsible for interpreting the
Plan. The Board is responsible for adopting Areas of Focus which outline goals and key
performance indicators and deliverables prior to the start of each applicable
Performance Period.

B. Plan Modification, Suspension and Termination

The Board shall have the right in its sole discretion to modify the Plan or any portion
thereof at any time or to suspend or terminate the Plan entirely or any portion thereof
at any time. For avoidance of doubt, no modification, amendment, suspension, or
reinstatement of the Plan may be given retroactive effect except as required to comply
with applicable law, including federal tax laws and regulations.

C. Record Keeping and Reporting

All employee performance and compensation records for the Plan shall be maintained by TRS’s
Chief Organizational Excellence Officer.
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D. Compliance with State and Federal Law

If the Board, General Counsel, or a court with appropriate jurisdiction determines that
any provision of the Plan violates applicable state or federal law, that provision shall
not be given effect. The remaining provisions of the Plan shall remain in full force and
effect to the maximum extent possible, and any amendments or modifications that are
necessary to give effect to the remaining provisions will be deemed to have been
made to allow proper administration of the Plan.

V. At-Will Employment

Nothing in the adoption of the Plan or the awarding of performance pay alters the at-
will nature of TRS employment, creates a contract between TRS and any TRS employee,
confers on any TRS employee the right to continued employment with TRS or affects in
any way the right of TRS to terminate the employment of employees at any time.

V. Eligibility and Participation

A. Eligible Positions
The Executive Director is the sole participant of the plan. The Board retains the
right to add individual positions to or remove individual positions from the Plan
at any time.

B. Termination of Participation
A Participant who terminates employment with TRS ceases to be a Participant on
the date of termination. The date of termination is the Participant’s last worked
day and does not include any leave the Participant was allowed to use to extend
his or her employment for payroll purposes.

C. Proration
A Participant who begins employment in an eligible position after the beginning of
a Performance Period may receive a prorated performance payment based on the
number of months worked during the Performance Period. Notwithstanding the
foregoing, a Participant must work at least three (3) months of the Performance
Period to be eligible for a prorated share of the performance payment.

VI. Leadership Performance Compensation

A. Leadership Performance Period Cycle

Prior to the start of a Leadership Performance Period, the Board reviews and adopts
Areas of Focus (AOF) for the Executive Director (see timeline below in Table A). These
outline success measures including key performance indicators and deliverables that
are tied to TRS' Strategic Plan and are set forth in Appendix A. The Executive Director’s
maximum Leadership Performance Award opportunity is 50% of Base Salary.

Scoring for the Leadership Performance Award is determined by the Board based on
their assessment of five Key Accountabilities which are linked to Areas of Focus and the
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TRS Strategic Plan. These accountabilities include:
e Member Focused
e Continuous Improvement
e Operational Effectiveness
e Leadership Effectiveness
e Talent Effectiveness

To assist the Board with its evaluation, following the end of the Leadership
Performance Period, TRS staff will coordinate data collection on the following items:

e Updates on the progress towards completion of Areas of Focus throughout the year,
including a final progress report after the close of the fiscal year. TRS’ fiscal year runs
from September 1 through August 31.

e Summary results of assessments from each individual Board member on key
accountabilities tied to the Areas of Focus as set out in Appendix A.

e Summary results of 360 assessment surveys from members of the Executive Council,
Direct Reports, or other TRS staff.

e Any additional reports, surveys, and other metrics not specifically outlined in the Areas of
Focus, but necessary to complete this evaluation at the request of the Board.

At the end of the Leadership Performance Period, the Board will determine an overall
score (0%-50%) and provide that information to the Chief Organizational Excellence
Officer. That percentage will be used to calculate the Leadership Performance Award.

Leadership
Leadership NG G oS Leadership Performance Evaluation
Adopted by the Payment
Performance p y Performance Period Close Conducted* Date
Period Board* Period Start Date Date
Septenbor20- September30;,- September Febeuarns
2024-2025 October1,2024
2024, ! 2025 2025 200e
September 30 September February
2025-202 September 2025* October 1, 2025 !
025-2026 eptember ctober 1, 2026 2026 2027
September 30, September February
LVELVLVET _g* MLLVVEY 4, £V20
2026-2027 September 2026 October 1, 2026 2027 2027 2028

*Dates to be determined based on scheduled board meetings

B. Payment of Leadership Performance Awards
(1) Leadership Performance Awards are processed with January payroll for
payment on or about February 1 of the calendar year following the end of such
Leadership Performance Period, but in no event later than February 15 of that
calendar year.
(2) Except as otherwise provided in this Plan, a Participant must be employed in an
eligible position on January 1 following the end of a Leadership Performance
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Period to earn and receive payment of the Leadership Performance Award for
such Leadership Performance Period.

(3) If a Participant ceases to be employed before the end of a Leadership
Performance Period due to termination of employment with TRS for any reason
other than retirement, death, or disability within the meaning of Code Section
409A, a Leadership Performance Award for that Leadership Performance Period
will not be earned.

(4) If a Participant ceases to be employed before the end of a Leadership
Performance Period due to retirement, death, or disability within the meaning
of Code Section 409A, the Board may, in its sole discretion, approve a prorated
Leadership Performance Award for the Leadership Performance Period in which
such retirement, death, or disability occurs; provided, however, that if a
Participant retires-separates for this reason within the first three months of a

Leadership Performance Period, the Participant will not be eligible for a
prorated Leadership Performance Award for that Leadership Performance
Period.

{6}(5) If a Participant ceases to be employed due to retirement, death, or disability
within the meaning of Code Section 409A, any Leadership Performance Award
for the Leadership Performance Period in which the Participant retires-
separates for this reason and-atrequired-Leadership-Performance-Award-
paymentsforearlierteadership-Performance-Perieds-shall be processed and

paid as soon as reasonably practicable, but not later than 2% months after the
end of the calendar year in which the Participant retiresseparates.

{A(6) To establish an employee’s eligibility for payment of Leadership
Performance Awards ferprecedingteadership-PerformancePerieds-as of

the effective date of retirement, a Participant who wishes to retire must:

(a) notify the Board of the Participant’s intent to retire on a specified proposed
retirement date at least forty-five (45) days before such date;
(b) obtam written approval of the Board to retire as of the proposed retirement date;

{eé}(c) establish eligibility, apply for, and submit the required
documentation for retirement benefits under the TRS pension plan, or
the Employees Retirement System of Texas (ERS) pension plan if the
Participant transfers his/her TRS service to ERS; and

{e}(d) retire as of the proposed effective retirement date.
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VII.  Investment Management Oversight Compensation

A. Purpose of Investment Oversight Performance Awards
A significant component of the Executive Director’s responsibilities involves oversight of the
Investment Management Division. The Board has determined it appropriate that a portion of
the Executive Director’s performance compensation be determined pursuant to the
criteria used for evaluating certain key employees of the Investment Management
Division under the IMD Performance Pay Plan. The Executive Director’s Investment
Oversight Performance Awards are calculated separately and independently from
his or her Leadership Performance Awards.

B. Investment Oversight Performance Period Cycle

The annual Investment Oversight Performance Period cycle for the
Investment Oversight Performance Awards is set forth in Section IX.

C. Determination of Investment Oversight Performance Awards
(1) In addition to Leadership Performance Awards, the Executive Director is
eligible for Investment Oversight Performance Awards for his or her
oversight of the Investment Management Division. Such Investment
Oversight Performance Awards are based on the percentage of target alpha
achieved by the total investment fund, as follows:

e Investment performance is measured at the total fund level vs. TRS's
established passive total fund index. The total fund alpha target
follows the methodology established in the IMD Performance Pay
Plan, where the one-year and three-year alpha target equals 75 BPS
(basis points).

e Investment performance is measured for the Investment Oversight
Performance Period in the same way it is measured under the IMD
Performance Pay Plan.

(2) The Executive Director’s maximum Investment Oversight Performance Award
opportunity (MAO in Table D below) is 50% of Base Salary, and his or her
earned Investment Oversight Performance Award for the Investment
Oversight Performance Period is determined by multiplying the following:
Base Salary, MAO, and the percentage of the target alpha achieved. In
determining the Investment Oversight Performance Award amount, weighted
averages are used, with 1/3 weighting allocated to one-year returns, and 2/3
weighting allocated to three-year returns, and the one and three-year return
periods ending on the last day of the Investment Oversight Performance
Period.

Table D: Calculation Example

Investment Oversight Performance Award = Base Salary x MAO x percentage of target alpha
achieved (PTAA)

Investment
Base Salary MAO PTAA Oversight
Performance Award
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$ 325,000 50.00% 12.50% S 40,625

D. Payment of Investment Oversight Performance Awards
(1) Investment Oversight Performance Awards are payable subject to the
terms and conditions of this Section (VII)(D).

(a) Payment will generally be processed with January payroll for
payment on or about February 1 of the calendar year following the
end of such Investment Oversight Performance Period, but in no
event later than February 15 of that calendar year.

(2) Except as otherwise provided in this Plan, the Executive Director must be
employed in an eligible position on January 1 following the end of an
Investment Oversight Performance Period to earn and receive payment of the
Performance Award for such Investment Oversight Performance Period.

(3) Notwithstanding the provisions of Section VI(D)(1) and (2) above, no payment
described above shall be paid during the year following an Investment
Oversight Performance Period in which the Total Fund experiences a total
return of zero or less. If this occurs, any amount that would otherwise have
been paid pursuant to Section VI(D)(1) and (2) will be processed with January
payroll for the first January following the first Investment Oversight
Performance Period thereafter in which the Total Fund performance is greater
than zero, and paid on or about the following February 1, provided, however,
that the Executive Director is an employee on January 1 of such calendar year.

(4) If the Executive Director ceases to be employed before the end of an
Investment Oversight Performance Period due to termination of employment
with TRS for any reason other than death or disability within the meaning of
Code Section 409A, an Investment Oversight Performance Award for that
Investment Oversight Performance Period will not be earned. Potential
Investment Oversight Performance

Awards from earlier Investment Oversight Performance Periods that have not
yet become earned will not become earned.

(5) If the Executive Director ceases to be employed before the end of an
Investment Oversight Performance Period due to death or disability within the
meaning of Code 409A, an Investment Oversight Performance Award for that
Performance Period will not become an Earned Award and will not be paid or

payable. However, Potential Awards under prior plans will become Earned
Awards, notwithstanding Section 4 above, provided the Total Fund return is
greater than zero. If the Total Fund return is not greater than zero, Potential
Awards from prior plans will become Earned Awards the January 1 following the
end of the next Performance Period in which the Total fund has a return greater
than zero unless the Total Fund return is not greater than zero for the subsequent
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VIII.

two Performance Periods, at which point the Potential Award will be forfeited.
Payments under this subsection will be made as applicable to the Executive
Director’s estate, directly to the disabled Executive Director, or as otherwise

provided by law. These payments will be made as soon as administratively
practicable, but not later than 2 % months after the end of the calendar year in
which the death or disability occurred or 2 % months after the end of the calendar
year in which the Total Fund return is greater than zero, as applicable.

Other Plan Provisions

A. Non-assignment and Non-transferability of Performance Awards
Performance Awards under the Plan are non-assignable and non-transferable and
are not subject to anticipation, adjustment, alienation, encumbrance, garnishment,
attachment, or levy of any kind.

B. Plan Does Not Create a Property Interest, Trust, or Entitlement
(1) Neither the establishment of the Plan or the calculation of the Performance
Awards shall be deemed to create a property interest, trust, or entitlement.
The Plan is an unfunded, unsecured liability of TRS to make payments in
accordance with the provisions of the Plan. Any amounts budgeted by TRS for
Performance Awards earned under the Plan are TRS assets,

and no Participant, employee, or third party shall have any property,
security, or other interest in any assets of TRS by reason of the Plan.

(2) Nothing in the Plan shall be deemed to create or confer any right, interest, or
title to any specific property of TRS to any Participant or to any personal
representative or beneficiary of a Participant.

C. Tax Withholding and Other Deductions

All payments under the Plan shall be subject to any deductions (1) for income tax
withholding required by federal, state, or local law at the time of payment; and (2) for
any and all amounts owed by the Participant to TRS at the time of payment. TRS is not
obligated to advise a Participant before withholding of the existence of any tax or
other amounts described in the preceding sentence.

D. Payments Not Eligible as Compensation for TRS Pension Plan Purposes
Any Performance Award payments made pursuant to the Plan are not eligible
compensation for TRS pension plan purposes.

E. Compliance with TRS Policies and Procedures

Participants in the Plan are responsible for complying with all TRS policies, including
without limitation the Investment Policy Statement; Ethics Policy; and the Fraud,
Waste and Abuse Policy. Violations of the Ethics Policy; Fraud, Waste and Abuse Policy;
or other TRS policy by a Participant, as determined by the Board, can result in
forfeiture of all Performance Awards for the applicable Performance Period(s) in which
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the violation(s) occurred. Additionally, during the investigation of possible violations of
law or policy, the Board may suspend earning and payment of Performance Awards
until the conclusion of the investigation. If the Board determines that no violation has
occurred, the suspended Performance Award shall be paid to the Participant within 30
days after such determination (or such later date on which the Performance Award
would have been payable absent the suspension), provided that the Participant has
been continuously employed by TRS in an eligible position through such payment date.

Definitions

Capitalized terms shall have the meanings given to them in the Plan document. In
addition, the following terms shall be the meanings specified below:

"Base Salary" means, with respect to a Participant for a Performance Period, his or her
annualized base salary on the first day of the Performance Period or, if later, the date on
which the employee became a Participant.

"IMD Performance Pay Plan" means the Performance Pay Plan maintained for eligible
employees of the Investment Management Division.

"Performance Award" means an “Investment Oversight Performance Award” and/or a
“Leadership Performance Award,” as applicable.

"Investment Oversight Performance Award" means an Award pursuant to Section VIl of this Plan.

"Investment Oversight Performance Period" means the period beginning on October 1
and ending on the next following September 30.

"Leadership Performance Award" means an Award pursuant to Section VI of this Plan.

"Leadership Performance Period" means the period beginning on October 1 and ending
on the next following September 30.

"Participant" means an individual who has become a participant in the Plan and whose
participation has not ended.

"Performance Period" means the "Investment Oversight Performance Period" and/or the
"Leadership Performance Period,” as applicable.

“Total Fund” means the TRS total or overall investment portfolio and includes all pension
assets held in trust by TRS and invested to provide retirement, death, and disability
benefits administered by the system, including cash and cash equivalents. For avoidance
of doubt, for the purposes of the Plan the Total Fund does not include the assets of health
plans administered by TRS and held in trust by the Board of Trustees.

2025-20262026-2027 Executive Performance Pay Plan
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| Current effective date: October 1, 20265
First approved: November 19, 2015

| Reviewers: Organizational Excellence and Last reviewed September 2018, 20265
Legal & Compliance
Review Cycle: Annual Next review due: September 20276
Authorized by: Board of Trustees Date authorized: September 2818,
Acknowledgment of Official Version of the 20252026
Plan:
By:

Shunne Powell,
Chief Organizational Excellence Officer
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Appendix A: Approved Executive Director Areas of Focus Effective October 1, 28252026, to September 30, 26252027
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Areas of Focus

Enhance stakeholder
communication.

Leadership Effectiveness

Success Measures

Deliverables

e Serve as a trusted resource and engage with policymakers on pension funding and plan
design. (G1.02.51)

e  Serve as a trusted resource and engage with policymakers on health care funding and
plan design. (G3.01.51)

e Implement and monitor the Member and Employer Outreach Plan to better help
members and employers fully know and utilize benefits, engage with TRS, plan for
retirement, and remain informed postretirement. (G4.07. S2)

e Increase senior leadership attendance at health fairs, association meetings and other
member-related external events.

KPI
e Increase engagement with outreach plan communications products — Target: 20%

Achieve the trust’s
actuarial assumed rate
of return as measured
on rolling 20-year
periods. (G1.01)

Deliverables
e  Oversee State Street’s commitment to deliver technology and service enhancements as
outlined in the Custody Agreement (August 2026).
e  Successful onboarding of new investment advisor for the board of trustees.
e  Completion of Proxy Policy review and Proxy Advisor Request for Proposal (RFP) (March
2027).
e  Competitively procure board investment consultant services.

e  Trust rate of return measured on a rolling 20-year period — Target: 7.00%
e  Return in excess of the benchmark return for the total trust (3-year rolling) — Target:
+100bp

Areas of Focus

Success Measures

retain top talent.
(G4.01)

Attract, develop and

Talent Effectiveness

Deliverables

e Continue to evolve as an employer of choice to attract and retain best talent.

e  Maintain workforce planning strategies to align talent needs with organizational goals,
enhance learning and development opportunities and expand succession planning
initiatives to develop and retain future leaders. (G4.01.52)

e  Execute on Return to Office plan and monitor implementation.

. Employee engagement score — Target: 4.0 or greater
e  TRSvoluntary turnover rate vs. state turnover rate — Target: A minimum of 25% below
state average

Areas of Focus

Success Measures

Enhance the
information security
program to effectively
counter current and
emerging threats and
risks facing TRS.
(G4.03)

Operational Effectiveness

Deliverables

e  Optimize security architecture and operational capabilities to thwart advanced threats
and mitigate vulnerabilities. (G4.03.S1)

e  Expand the governance, risk and compliance (GRC) program to include security and
privacy management, risk/fraud forecasting and education in cooperation with Legal &
Compliance and appropriate business units. (G4.03.52)

e  Procure and implement a long-term information security fraud prevention solution that
aligns with organizational risk appetite and strategic objectives. Partner with Legal &
Compliance and key business stakeholders to implement a fraud risk management
framework.

Implementation of
legislation and
statutorily required
actuarial reviews.

Deliverables
e  Plan and execute implementation of new legislation.
e  Conduct pension benefit design studies and submit reports (September 2026).
e  Successful completion of the Experience Study.

2025-20262026-2027 Executive Performance Pay Plan
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Areas of Focus
Advance and enhance
information technology
(IT) systems and
services. (G4.02)

Continuous Improvement

Success Measures
Deliverables

Develop, maintain and enhance IT systems and infrastructure in support of TRS
business needs. (G4.02.51)

Implement modern information systems across all lines of business divisions with
priority on modernization of legacy systems and strategic digital transformation.
(G4.02.54)

Deliver Payroll, Benefit Account Adjustment and Tax Reporting (PBT) release per TEAM
Roadmap.

Initiation of final phase of the TEAM Program: Mainframe decommissioning.
Automate the Retirement Application submitted through MyTRS (Maintenance &
Enhancements).

Begin optimization of TEAM Phase One code to enhance stability and performance
(Technical Debt).

Deliver first release of Web Self-Service for Health, improving accessibility and user
engagement.

Evaluate automation
and technology
solutions to enhance
existing processes.
(G4.07)

Deliverables

Investigate best practices and feasibility of incorporating artificial intelligence into
organizational processes. (G4.07.51)

Implement and support business-driven artificial intelligence technology solutions
across TRS.

Identify opportunities for improved productivity, process efficiencies and performance
monitoring. (G4.07.52)

Continue implementation of Investment Data Modernization Program to improve trust
asset monitoring and fiduciary oversight. (G4.07.5S3)

2025-20262026-2027 Executive Performance Pay Plan

14



TRS

TEACHER RETIREMENT SYSTEM OF TEXAS

Teacher Retirement System of Texas
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September 30, 20276. Any Potential Awards for performance in prior Performance Periods can
become Earned Awards subject to the terms and conditions stated in the versions of the Plan effective
for those Performance Periods. No modification of this Plan may be given retroactive effect except
as required to comply with applicable law, including federal tax laws and regulations.
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Teacher Retirement System of Texas

PERFORMANCE PAY PLAN

1. PERFORMANCE PAY PLAN PURPOSE AND AUTHORIZATION

To remain competitive in its efforts to attract and retain high caliber Investment
Management Division (IMD) employees, TRS strives to offer a competitive compensation
package. Awards of performance pay based on specified performance criteria are an
industry standard practice in the private investment sector and in the public sector. By
offering both a competitive base salary and performance pay, TRS enhances its ability to
fulfill its mission 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.” The Board of Trustees (the “Board”) has determined that
establishing, and expending funds for, this Performance Pay Plan (the “Plan”) is consistent
with and in furtherance of the fiduciary duties of the Board in administering the retirement

system.

2. PLAN OBJECTIVES AND STRATEGY
2.1  Plan Objectives

The Plan serves these objectives:

To attract and retain IMD employees who demonstrate outstanding ability;

To reinforce employees’ strong commitment to the long-term investment
performance of the assets for which TRS is responsible; and

To motivate investment professionals to focus on maximizing real, long-
term returns for funds invested and managed by TRS while assuming
appropriate levels of risk.

2.2 Plan Strategy

Implementation of the Plan strategy includes:

Base salaries targeted to be competitive as determined by the Executive
Director and the Board, with individual base salaries based on an
employee’s experience, education, knowledge, skills, and overall job
performance in an Eligible Position.

Performance pay award opportunities, calculated as a percentage of an
employee’s base salary, based on performance above pre-determined
standards, and earned contingent upon continued employment in an Eligible
Position through specified dates subject to deferral as set forth in Section
4.7(b).

3. BASE SALARY ADMINISTRATION
3.1.  Salary Structure

(a) Notwithstanding any other law, the Board approves the rates of compensation of
all IMD employees. Under state law and the Board’s Bylaws, the Board
authorizes the Executive Director, as part of the annual budget process, to
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(b)

3.2.

(2)

(b)

determine and propose base salary rates generally based on the salary schedules,
position classifications, and salary administration practices in the TRS
Compensation Plan and relevant legislation to the extent that the Executive
Director determines that a particular provision is in the best interest of the
system and not in conflict with applicable law, fiduciary duty, the Board’s
Bylaws or TRS policy.

Employees are assigned to a position title that is consistent with their TRS
responsibilities. Initial base salary for each employee is set within the salary
range of the assigned pay group, considering the employee’s experience,
education, knowledge and skills, and external competitiveness and internal
equity.

Salary Adjustments

Employees may receive base salary adjustments for a number of reasons, including
but not limited to promotions and merit increases for individual performance.

Notwithstanding Section 3.2(a), all base salary changes will be implemented in
accordance with TRS salary administration procedures.

PERFORMANCE PAY PLAN; PERFORMANCE PERIODS

4.1.

(a)

(b)

4.2.

(a)

(b)

(c)

Purpose of the Plan; Effective Date; Performance Periods

The purpose of the Plan is to provide the opportunity for IMD employees to
receive performance pay based on specified investment performance criteria and
the employee’s job performance.

The Performance Period for this Plan begins on October 1, 20265 and ends
September 30, 20276. An award for performance in prior performance periods
can only become earned and payable subject to the terms and conditions stated in
the relevant plan.

Participation in the Plan; Proration

Subject to Sections 4.2(c) and (d), an IMD employee who holds an Eligible
Position as defined in Section 8 on the first day of the Performance Period is
eligible to participate in the Plan. Secondees, non-TRS or contract workers, and
other temporary workers are not TRS employees and are not eligible to participate
in the Plan. An Eligible Position under this Plan is not automatically an eligible
position under any successor or superseding performance pay plan or other plan of
TRS or TRICOT.

Within thirty (30) days after the end of the Performance Period, the Chief
Organizational Excellence Officer will certify to the Executive Director in writing
the master “Participants List” setting forth all relevant information that is required
for calculating each Participant’s Potential Award and any proration required
under this Section 4.2.

Notwithstanding Section 4.2(a), an employee who begins employment in an
Eligible Position (through new hire, promotion or reassignment) after the
beginning of the Performance Period will become a Participant as follows:

(1) If an employee begins employment in an Eligible Position after October 1
but on or before January 1, the employee will become a Participant on
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(d)

(e)

January 1 and the Participant’s Potential Award will be prorated to 75%
of the Potential Award calculated for the entire Performance Period.

(i1) If an employee begins employment in an Eligible Position after January 1
but on or before April 1, the employee will become a Participant on April 1
and the Participant’s Potential Award will be prorated to 50% of the
Potential Award calculated for the entire Performance Period.

(i)  If an employee begins employment in an Eligible Position after April 1
but on or before July 1, the employee will become a Participant on July 1
and the Participant’s Potential Award will be prorated to 25% of the
Potential Award calculated for the entire Performance Period.

(iv)  If an employee begins employment in an Eligible Position after July 1 of
the Performance Period, the employee will become a Participant on the first
day of the next Performance Period, provided that such employee is
employed by TRS in an Eligible Position on such date.

If, during the Performance Period, a Participant moves from one Eligible
Position to another Eligible Position (including by transitioning from a full-time
to part-time position), the Participant’s Potential Award and performance
measurements for the Performance Period will be prorated between the Potential
Award calculated for the vacated Eligible Position and the Potential Award
calculated for the new Eligible Position as follows:

(1 If a Participant moves to a new Eligible Position after October 1 but on or
before January 1, the Participant’s Potential Award and performance
measurements will be based on the previous Eligible Position for the period
October 1 through December 31, and on the new Eligible Position beginning
as of January 1.

(i) If a Participant moves to a new Eligible Position after January 1 but on or
before April 1, the Participant’s Potential Award and performance
measurements will be based on the previous Eligible Position through
March 31, and on the new Eligible Position beginning as of April 1.

(ii1)  If a Participant moves to the new Eligible Position after April 1 but on or
before July 1, the Participant’s Potential Award and performance
measurements will be based on the previous Eligible Position through
June 30, and on the new Eligible Position beginning as of July 1.

(iv)  If a Participant moves to a new Eligible Position after July 1 of the
Performance Period, the Participant’s Potential Award and performance
measurements will be based on the previous Eligible Position through
September 30.

If, during the Performance Period, a Participant moves from an Eligible Position
to a non-Eligible Position within TRS without a break in service, the
Participant’s Potential Award for the partial Performance Period will be
prorated based on the number of complete calendar quarters worked in an
Eligible Position during the Performance Period. For the avoidance of doubt, a
Participant will not be eligible for performance pay for any quarter during which
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(2

4.3.

(b)

(c)

(d)

the Participant was not employed in an Eligible Position for the entire quarter.

An employee will cease to be a Participant in the Plan on the earliest to occur
of:

(1) Except as specifically provided in Section 4.2(e) with respect to
continued TRS employment, or Section 7.6 with respect to changing
employment from TRS to TRICOT (or vice versa) without a break in
service, the date the employee is no longer employed in an Eligible
Position; or

(11) The date the Plan terminates.

For purposes of this Plan, the employment termination date is deemed to be the
employee’s last day worked, not including any leave the employee takes to
extend their final employment date for payroll purposes.

Section 7.6 addresses the proration calculation that applies if a Participant
changes employment from TRS to TRICOT or vice versa.

Performance Components; Potential Awards

Participants’ Potential Awards will be based on a combination of investment
performance and qualitative performance measurement and rating components.

The investment performance components comprise two categories: 1) performance
measured against pre-determined benchmarks and applicable excess return targets,
and 2) performance measured against pre-determined peer groups.

(1) The benchmark index category of the investment performance component
will determine 50% of the total Potential Award for Eligible Position Titles
of Chief Investment Officer through Director. The benchmark index
category of the investment performance component will determine 30% of
the total Potential Award for Eligible Position Titles of Investment
ManagerPrincipal through Administrative Assistant.

(i) The peer group category of the investment performance component will
determine 30% of the total Potential Award.

Notwithstanding that the Performance Period is October 1 through September 30,
due to the delay in availability of final performance data for private markets
assets, performance measurements for these Investment Areas will experience a
one quarter time lag, such that all calculations requiring private markets
performance will use data for the one and three year periods ending June 30.

Each Eligible Position will be assigned specific weightings for Total Fund and
other investment benchmarks based on investment area performance as shown in
Addendums A and B. Addendum A correlates benchmarks and excess return
targets to Investment Areas listed in the first column, and allocates performance
weights for each area to the relevant excess return targets and benchmarks.
Addendum B correlates Investment Areas in the first column to peer group
performance and relevant benchmarks and allocates performance weights among
the excess return targets relative to the listed benchmarks.
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(e)

®

(1) To encourage a focus on the “big picture” and a sense of shared mission,
the investment performance component (both benchmark and peer group
categories) for all Eligible Positions will have a Total Fund weighting of
at least 20%. Weightings for each investment area’s benchmarks and
excess return targets will be divided among the Eligible Position’s
primary investment area and other investment areas with which the
Eligible Position has regular interaction.

(i1) Where no investment area peer group performance measures are
available, that investment area’s peer group performance weighting
allocation is added to the Total Fund peer group performance
weighting allocation.

The qualitative performance rating component will be measured systematically as
part of each Participant’s annual performance appraisal process aimed at
evaluating each Participant’s job performance and adherence to the core concepts
and values of the IMD culture, using pre-determined, standard criteria. This may
include multi-rater feedback regarding a variety of contributions and behaviors
needed for organizational success that are not directly measured or measurable in
the investment performance component, such as interpersonal relationship skills,
accountability, effective teamwork, etc.

(1) Regardless of a Participant’s qualitative performance rating, a Potential
Award will include the qualitative performance component only if the
Participant has attained at least the required threshold level for the
investment performance component.

(i1) To encourage appropriate organizational behaviors, the qualitative
performance rating component will be weighted at 20% of the Potential
Award for Eligible Position Titles of Chief Investment Officer through
Director and weighted at 40% of the Potential Award for Eligible

Position Titles of fnvestment-ManagerPrincipal through Administrative
Assistant.

A Potential Award is the gross award amount calculated based on the final
performance results for the relevant Performance Period, weighted as set forth in
Addendums A and B. The Maximum Potential Award that can become an Earned
Award with respect to the Performance Period may not exceed the percentage of a
Participant’s Base Salary in an Eligible Position (subject to proration under
Section 4.2) that is listed opposite the applicable Eligible Position Title in the
table below. The Maximum Potential Award limits a Participant’s maximum
Earned Award regardless of (x) the amount by which a Participant’s performance
has exceeded the excess return targets or (y) the calculated value of the Potential
Award.

ELIGIBLE POSITION TITLE MAXIMUM
POTENTIAL AWARD
Chief Investment Officer 175%
Senior Managing Director 175%
Managing Director 175%
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4.4.

(a)

(b)

(c)

(d)

ELIGIBLE POSITION TITLE MAXIMUM
POTENTIAL AWARD

Director 150%
Trvestment ManagerPrincipal 100%
Sentor-Asseetate Associate Principal 75%
Associate 65%
Senior Analyst 40%
Analyst 30%
Junior Analyst 15%
Administrative Assistants 5%

For each Investment Area, the portfolio weighting and excess return relative to
each assigned excess return target will combine to determine the Potential
Award for each Eligible Position.

(1) The Potential Award includes a threshold, a maximum, and
intermediate levels of Potential Award that correspond to specific
levels of investment performance.

(i1) Intermediate levels of the Potential Award for investment performance are
determined by linearly interpolating between the threshold and maximum.

(1)  For the qualitative performance rating component, intermediate levels
of the Potential Award will be based on a system of annual performance
evaluation approved by the Executive Director.

Compliance with TRS Policies

IMD employees exercise fiduciary investment responsibilities under applicable law
and Board policies. Investment professionals manage the portfolio according to the
Board’s policies, advise and inform the Executive Director and the Board about
investment management and performance, and recommend modifications to the
Board’s investment policies. All IMD employees are responsible for complying
with TRS policies.

The Executive Director or designee has the authority to conduct an investigation of
any potential violation of TRS policies or applicable laws. The Executive Director
may suspend earning and payment of Potential Awards and Earned Awards
(including deferred payments) until the conclusion of an investigation under this
Section 4.4.

Excess performance by a Participant or Participants resulting from a failure to
invest and manage TRS pension assets prudently and in compliance with
investment and ethics policies and applicable law will result in disqualification of
the Participant or Participants and forfeiture of any award for the relevant
Performance Period. The Executive Director will make this determination on a
case-by-case basis. The Executive Director’s determination under this subsection is
final and non-appealable.

If the Executive Director determines after investigation that a Participant violated
TRS policy or applicable law and that such violation is sufficiently serious, the
Participant will either (i) be disqualified and forfeit all Potential Awards and

TRS Performance Pay Plan, Page 8 of 18



4.5.

(a)

(b)

Earned Awards for the Performance Periods in which the violation(s) occurred,
including awards and payments deferred under Section 4.7(b), or (ii) such Potential
Awards and Earned Awards will be reduced by a percentage or amount determined
by the Executive Director in his or her sole discretion. If the Executive Director
determines that no serious violation has occurred, a suspended Earned Award shall
be paid to the Participant within 30 days after such determination (or such later
date on which the award would have been payable absent the suspension),
provided that the Participant has been continuously employed in an Eligible
Position through such payment date, or, if later, the relevant January 1. The
Executive Director’s determination under this subsection is final and non-
appealable.

Performance Standards and Measurements

Each one-year performance measurement period begins October 1 and ends
September 30. For the purposes of this Plan, investment performance (for both
benchmarks and peer group categories) is based on one- and three-year historical
performance data, weighted at 33% for one-year performance (i.e., the performance
measurement period ended as of the most recent September 30) and 67% for the
historical three-year performance that includes the three performance measurement
periods ended as of the most recent September 30. Investment performance is
measured against the relevant pre-defined benchmarks in the asset allocation and
benchmarks table, including applicable footnotes, in the Board’s Investment Policy
Statement (“IPS”). For the purposes of this Plan, changes to the IPS benchmarks
during the Performance Period will be effective from and after the effective date of
such changes in the IPS, subject to revisions to the Plan adopted by the Board of
Trustees. In no event may benchmark changes be applied retroactively except as
required to comply with applicable law, including federal tax laws and regulations.

For purposes of calculating the one- and three-year historical performance
data under Section 4.5(a), the investment performance of any new
portfolio will be calculated for purposes of the Plan as follows:

(1) The investment performance measurement of any new portfolio (for both
benchmark and peer group categories) created during a performance
measurement period will commence only on the next performance
measurement period following October 1.

(i1) For a new portfolio’s first full performance measurement period, the
investment performance measurement will be based 100% on the
portfolio’s performance data for the first full performance
measurement period.

(i)  For a new portfolio’s second full performance measurement period, the
investment performance measurement will be weighted (x) 50% on the
portfolio’s performance during the second full performance measurement
period, and (y) 50% on the portfolio’s two-year performance during the
first and second full performance measurement periods.

(iv)  For all performance measurement periods commencing after the second
full performance measurement period, the investment performance of a
new portfolio will be weighted (x) 33% on the portfolio’s performance
measurement during the one-year performance measurement period just
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(d)

4.6.
(a)

(b)

(c)

ended, and (y) 67% on the portfolio’s three-year performance
measurement during the three full performance measurement periods
ending on September 30 of the Performance Period.

(v) For the purposes of this Plan, no investment performance measurement
will be calculated for a new portfolio unless it existed on October 1 of the
Performance Period.

Notwithstanding Section 4.5(a), if during the Performance Period, investments
managed by an Investment Area are moved to another investment area as a result
of an IMD reorganization, then the performance measurements for the
Performance Period and each affected Participant’s Potential Award will be based
on the pre-change criteria and the post-change criteria as follows:

(1 If the change described in this Section 4.5(c) is made after October 1 but on
or before January 1, the performance measurements and each affected
Participant’s Potential Award calculation will be based on the pre-change
criteria for the period October 1 through December 31, and on the post-
change criteria beginning as of January 1.

(i1) If the change described in this Section 4.5(c) is made after January 1 but
on or before April 1, the performance measurements and each affected
Participant’s Potential Award calculation will be based on the pre-change
criteria through March 31, and on the post- change criteria beginning as of
April 1.

(1)  If the change described in this Section 4.5(c) is made after April 1 but on or
before July 1, the performance measurements and each affected
Participant’s Potential Award calculation will be based on the pre-change
criteria through June 30, and on the post- change criteria beginning as of
July 1.

(iv)  If the change described in this Section 4.5(¢c) is made after July 1 of the
Performance Period, the performance measurements and each affected
Participant’s Potential Award calculation will be based on the pre-change
criteria through September 30.

The qualitative performance component is measured annually as part of each
Participant’s annual performance appraisal process using criteria established before
the beginning of the Performance Period.

Potential Award Calculations

Following the end of the Performance Period, the Executive Director will review
the reported performance of each Participant relative to the applicable investment
and qualitative performance components.

Potential Awards are calculated based on the Participant’s level of performance
achieved in the applicable investment performance and qualitative performance
components in the Performance Period.

Relative performance data and calculations may be reviewed by an external
independent source selected by the Executive Director but final calculations must
be approved by the Executive Director.
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4.7.  Earning Performance Payments

(a) Notwithstanding the Executive Director’s approval of Potential Award
calculations, and except as otherwise provided in this Section 4.7 and Section
7.6, Potential Awards will only become an Earned Award if a Participant is
employed by TRS on January 1 following the end of the Performance Period
during which that employee was a Participant. Payment of Earned Awards will
usually be processed with that January’s payroll for delivery on or about
February 1, but in no event later than February 15 of that calendar year.

The payment dates of Earned Awards for the Performance Period shall be the same
for all Participants.

(b) Notwithstanding Section 4.7(a), no Potential Awards will become Earned Awards
following a Performance Period in which the Total Fund experiences a return of
zero or less. If this occurs, Potential Awards for that Performance Period that
otherwise would have become Earned Awards on the January 1 next following the
end of that Performance Period will not become Earned Awards until the January 1
following the next Performance Period in which the Total Fund has a return greater
than zero, subject to the requirement that the employee be employed by TRS on
that January 1. Payment of this Earned Award will usually be processed with that
January payroll for payment on or about February 1 but in no event later than
February 15 of that calendar year.

(c) If an employee ceases to be a Participant during the Performance Period due to
termination of TRS employment for any reason other than involuntary termination
of employment due to death or disability within the meaning of Code Section
409A, a Potential Award for the Performance Period will not become an Earned
Award and will not be paid or payable. Potential Awards under plans from
previous performance periods that have not yet become Earned Awards (as set
forth in Section 4.7(b) above) will not become Earned Awards and will not be paid
or payable.

(d) If an employee ceases to be a Participant during the Performance Period due to
involuntary termination of TRS employment because of death or disability within
the meaning of Code Section 409A, a Potential Award for the Performance Period
will not become an Earned Award and will not be paid or payable. However,
Potential Awards under prior plans will become Earned Awards, notwithstanding
Section 4.7(a) above, provided the Total Fund return is greater than zero. If the
Total Fund return is not greater than zero, Potential Awards from prior plans will
become Earned Awards the January 1 following the end of the next Performance
Period in which the Total Fund has a return greater than zero unless the Total
Fund return is not greater than zero for the subsequent two Performance Periods,
at which point the Potential Award will be forfeited. Payments under this
subsection will be made as applicable to the estate of the deceased employee or
the disabled employee, or as otherwise provided by law. These payments will be
made as soon as administratively practicable, but not later than 2} months after
the end of the calendar year in which the death or disability occurred or 2 %
months after the end of the calendar year in which the Total Fund return is greater
than zero, as applicable.

TRS Performance Pay Plan, Page 11 of 18



(e) A Participant who changes employment from TRS to TRICOT without a break in
service pursuant to Section 7.6 (c) or (d) will be treated as employed by TRS for
purposes of Potential Awards becoming Earned Awards under Section 4.7 of this
Plan so long as the Participant remains continuously employed by TRICOT from
the first day of employment with TRICOT through (i) the applicable January 1 for
purposes of Sections 4.7(a) and (b) or (i1) the date of involuntary termination of
TRICOT employment because of a Reduction in Force, death, or disability for
purposes of Section 4.7(d).

63) If an employee ceases to be a Participant before the end of the Performance Period
due to Plan termination, a Potential Award for the Performance Period will not
become an Earned Award and will not be paid or payable. In such an event,
however, Potential Awards from previous plans that have not yet become Earned
Awards, can become Earned Awards and be paid under those plans if the Board
determines that such payments would be consistent with and in furtherance of the
fiduciary duties of the Board in administering the retirement system, and if such
payments are not prohibited by applicable law.

PLAN AUTHORITY AND RESPONSIBILITY
5.1  Plan Modification, Suspension, and Termination

The Board shall have the right in its sole discretion to modify the Plan or any portion
thereof at any time. The Board shall have the right in its sole discretion to suspend or
terminate the Plan, including payments of awards, entirely or any portion thereof at any
time. For avoidance of doubt, no modification, amendment, suspension, or reinstatement
of this Plan or any performance criteria relating to this Plan may be given retroactive effect
except as required to comply with applicable law, including federal tax laws and
regulations.

5.2 Plan Administration

The Executive Director has the sole discretion to administer and interpret the Plan in
accordance with its terms and conditions. The Executive Director may adopt such
procedures and practices as he or she considers advisable to carry out the purposes of the
Plan in accordance with the Code.

5.3  Record Keeping and Reporting

A record of the master “Participants List,” including a list of staff of the IMD covered by
this Plan and the data forming the basis for all Plan calculations shall be maintained by the
Chief Organizational Excellence Officer.

5.4 Compliance with State and Federal Law

If the Executive Director or a court having jurisdiction determines that any provision of the
Plan violates applicable state or federal law, that provision shall not be given effect. The
remaining provisions of the Plan shall remain in full force and effect to the maximum extent
possible, and any amendments or modifications that are necessary to give effect to the

remaining provisions will be deemed to have been made to allow proper administration of
the Plan.

AT-WILL EMPLOYMENT
Nothing in this Plan or the payment of Earned Awards alters the at-will nature of TRS
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employment, creates a contract between TRS and any TRS employee, confers on any TRS
employee the right to continued employment with TRS, or affects in any way the right of
TRS to terminate the employment of employees at any time.

OTHER PLAN PROVISIONS
7.1. Non-transferability of Awards

Potential Awards and Earned Awards under the Plan are non-assignable and non-
transferable and are not subject to anticipation, adjustment, alienation, encumbrance, pledge,
lien, security interest, garnishment, attachment, or levy of any kind.

7.2 Plan Does Not Create a Property Interest, Trust, or Entitlement

(a) Neither the establishment of the Plan or the calculation of Potential Awards or
Earned Awards shall be deemed to create a property interest, trust or entitlement.
The Plan is an unfunded, unsecured liability of TRS to make payments in
accordance with the provisions of the Plan and applicable law. Any amounts
budgeted for Earned Awards are TRS assets until properly disbursed in
accordance with this Plan and applicable law, and no employee or third party
shall have any property, security, expectancy, contractual right, lien, security
interest, encumbrance, or other interest in any TRS assets by reason of the Plan.

(b) Nothing in the Plan shall be deemed to create or confer any right, interest,
expectancy, or title to any specific property of TRS to any Participant, or to any
estate, trust, personal representative, heir, family member, or beneficiary of a
Participant.

7.3 Tax and Other Deductions

All payments under the Plan shall be subject to any deductions at the time of payment (x)
for tax and withholding required by federal (or other foreign jurisdiction), state, or local
law and (y) for any and all amounts owed by the employee to TRS. TRS is not obligated to
advise an employee of the existence of any tax or the tax treatment, reporting
requirements, or required withholding in connection with the Plan.

7.4  Payments Not Eligible for Retirement Purposes

Any payments made pursuant to the Plan are fringe benefits and are not eligible
compensation for TRS pension plan purposes.

7.5 Grievances

Except as expressly provided in this Plan, all grievances related to the Plan will be
addressed according to the TRS Dispute Resolution Policy or any similar or successor
policy, as amended from time to time.

7.6 TRS Secondees; Subsidiary Employee Eligibility

(a) TRICOT is a wholly owned subsidiary of the Teacher Retirement System of Texas
incorporated in the United Kingdom on August 28, 2015. TRICOT has its principal office in
London, England. TRS organized TRICOT for the purpose of establishing a representative
office in London to provide investment services to TRS relating to private investment
opportunities in the United Kingdom and Europe, and TRICOT provides such services
exclusively to and on behalf of TRS. Employees directly hired by TRICOT are not eligible
for performance pay under this Plan. From time to time, TRS seconds employees in the TRS
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Investment Management Division to TRICOT to provide services to TRICOT. Seconded
employees participate in this Plan as part of their employment with TRS, including during
the term of their secondment to TRICOT. TRS provides funding and services to TRICOT
under an intercompany agreement.

(b) The Board has authorized TRICOT’s adoption of a separate performance pay plan
(“TRICOT Plan”) that, to the extent legally permissible under UK law, is designed and
intended to provide eligibility for performance pay awards comparable to that provided to
TRS employees under this Plan (taking into account differing compensation rates, but not
currency exchange rates), but there is no assurance that the TRICOT Plan will be comparable
in all respects. TRS, as one of the services it provides to TRICOT, will administer the
TRICOT Plan under the intercompany agreement and by and through the TRS Executive
Director as the Shareholder Representative on behalf of TRICOT.

(c¢) TRS and TRICOT intend that any employee who transfers employment between TRS
and TRICOT without a break in service, and who is eligible to participate in the TRS Plan
while employed by TRS and in the TRICOT Plan while employed by TRICOT, shall be
eligible for performance pay during the Performance Period in aggregate that the employee
would have received had they not changed employers, taking into account any changes to the
employee’s employment position, but without any adjustments for currency exchange rates.
In such event, the Participant’s Potential Award and performance measurements for the
Performance Period will be prorated between this Plan and the TRICOT Plan using the same
approach as outlined in Section 4.2(d) above.

(d) If, during the Performance Period, a TRS Participant moves without a break in service
from an Eligible Position under this Plan to a position with TRICOT that is not eligible under
the TRICOT Plan, the Participant’s Potential Award for the partial Performance Period under
this Plan will be prorated based on the number of complete calendar quarters worked in an
Eligible Position during the Performance Period. For the avoidance of doubt, a Participant
under this Plan will not be eligible for performance pay for any quarter during which the
Participant was not employed in an Eligible Position under either this Plan or the TRICOT
Performance Pay Plan for the entire quarter.

DEFINITIONS

Base Salary for use in the Plan is the Participant’s annualized monthly salary as of
October 1 of the applicable Performance Period (not including longevity or benefit
replacement pay), or the annualized monthly salary of new Participants as of the date they
first become a Participant, as certified by the Chief Organizational Excellence Officer.

Code means the United States Internal Revenue Code of 1986, as amended from time to
time, or any successor U.S. federal income tax code.

Earned Award means a Potential Award that has become earned and payable because all of
the terms, conditions, and requirements of this Plan have been satisfied. An Earned Award
may be forfeited for misconduct, or suspended, canceled, or deferred as stated in this Plan.
An Earned Award is not property.

Eligible Position means a title listed in Section 4.3(f) and, when the context refers to an
Eligible Position with respect to a Participant’s performance allocation and Potential
Award calculation, the Investment Area or areas to which a Participant is assigned or
interacts with during the Performance Period and the relevant excess return targets and
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portfolio benchmarks in Addendum A. A Participant who is reassigned from one
Investment Area to another during the Performance Period also changes Eligible Positions,
whether or not the Participant’s title changes.

Investment Areas are listed in the first columns of Addendums A and B and correspond to
the benchmarks, excess return targets, performance allocations, and peer groups in
Addendum A and Addendum B, and which are used to calculate Potential Awards for
Participants in Eligible Positions. In this Plan, Investment Areas are synonymous with IMD
employee teams or groups.

Maximum Potential Award is defined in Section 4.3(f) and is a limit on the gross Potential
Award that can become an Earned Award in an Eligible Position Title with respect to the
Performance Period.

Participant is an employee in an Eligible Position on October 1 of the Performance
Period, or who is first employed in an Eligible Position after the beginning of the
Performance Period based on the proration schedules in Section 4.2, as certified by the
Chief Organizational Excellence Officer.

Performance Period is the period beginning on October 1 of each year and ending on
September 30 of the following year.

Potential Award is defined in Section 4.3(f) and is the amount calculated based on the
Participant’s performance achieved in the applicable investment performance and
qualitative performance components. A Potential Award is contingent and no Earned
Award may exceed the Maximum Potential Award, regardless of whether the Participant
exceeds the stated excess return target.

SPN means a Strategic Partner Network investment area. TRS has both private markets
and public markets SPNs.

Total Fund means the TRS total or overall investment portfolio and includes all pension
assets held in trust by TRS and invested to provide retirement, death, and disability
benefits administered by the system, including cash and cash equivalents. For avoidance of
doubt, for the purposes of the Plan the Total Fund does not include the assets of health
plans administered by TRS and held in trust by the Board of Trustees.

TRICOT means the Teacher Retirement Investment Company of Texas Ltd., a company
limited by shares.
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Administrative Policy

Reviewers: Executive Director, Chief
Investment Officer,

Organizational Excellence,

Legal & Compliance

Review Cycle: Annual
Authorized by: Board of Trustees
Approved:

By:
Brian K. Guthrie,
Executive Director

Current effective date:

First issued:
Last reviewed

Next review due:
Date authorized:

Approved as of:

October 1,20265*
October 1,2007

September 17-185, 20265

September 20276
September 178-189, 20265

October 1, 20265

*This Plan is effective only for the Performance Period beginning on October 1, 20265 and

ending September 30, 20276.
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ADDENDUM A
Performance Payout Allocation and Maximum Payout Targets vs. Passive Benchmark

Performance Payout Allocation and Maximum Payout Targets vs. Passive Benchmark

Total Fund Active Public Special Private Equity Real Estate Energy Natural Total
Markets(1) Opportunities Resources &
Absolute Return(2) Infrastructure
Index Total Fund Daily Weighted SOFR+4% Custom State NCREIF ODCE 40% Cambridge
Policy Excess Return Street Private Natural
Composite Based on Actual Equity Index Resources, 40%
Index Portfolio Weights Cambridge
and Investment Infrastructure,
. 20% CPI
Policy Statement
Excess Return Target 75 bps 75 bps 150 bps 125 bps 150 bps 125 bps
Executive 100% 100%
Risk and Portfolio 100% 100%
Management
Public Ma.rlfets (Ex-Special 30% 60% 10% 100%
Opportunities)
Special Opportunities 30% 10% 60% 100%
Private Equity 30% 70% 100%
Real Estate 30% 70% 100%
Energy Natural Resources &
Infrastructure 30% 70% 100%
Trade Management 60% 40% 100%
Investment Operations 100% 100%
IMD Legal & Compliance 100% 100%

(1) From 10/1/2025, Active Public Markets will include all Global Equity investments, hedge funds, and Public SPN portfolios managed by Public Markets other than absolute return
portfolios managed by Special Opportunities.
(2) Special Opportunities Absolute Return has a performance inception date of 10/1/2023.

TRS Performance Pay Plan, Page 17 of 18



ADDENDUM B

Performance Payout Allocation and Maximum Payout Targets vs. Peer Group Comparison

Fund Level Total Fund Public Private Real Estate Risk Parity Total
Markets All Equity Portfolio
Country(1)
Index TUCS Public TUCS Total TUCS TUCS Real Risk Parity
Funds >$10 ) ota Private Estate > $10 Benchmark
Equity > $10
Billion i Equity > $10 Billion
Universe B'_ fon Billion Universe
Universe Universe

Excess Return Target: 75 bps 75 bps 175 bps 150 bps 30 bps

Executive 60% 10% 10% 10% 10% 100%

;‘g;:ggr:::tf°“° 30% 10% 10% 10% 40% 100%

Public Markets 30% 70% 100%

Private Equity 30% 70% 100%

Real Estate 30% 70% 100%

Energy Natural

Resources & 30% 35% 35% 100%

Infrastructure
Trade Management 30% 30% 10% 10% 20% 100%
Investment Operations 60% 10% 10% 10% 10% 100%
IMD Legal & Compliance 60% 10% 10% 10% 10% 100%

(1) Performance inception 10/1/2025.
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TEACHER RETIREMENT SYSTEM OF TEXAS

LONDON

Teacher Retirement Investment Company of Texas Ltd.

PERFORMANCE PAY PLAN

Effective October 1, 20265

This Plan is effective only for the Performance Period beginning on October 1, 20265 and ending September
30, 20276. Any Potential Awards for performance in prior Performance Periods can become Earned Awards
subject to the terms and conditions stated in the versions of the Plan effective for those Performance Periods.

No modification of this Plan may be given retroactive effect except as required to comply with applicable
law, including United States or United Kingdom tax laws and regulations as appropriate.
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Teacher Retirement Investment Company of Texas Ltd.

PERFORMANCE PAY PLAN

1. PERFORMANCE PAY PLAN PURPOSE AND AUTHORIZATION

The Teacher Retirement Investment Company of Texas Ltd., a company limited by shares (“TRICOT”) is
a wholly owned subsidiary of the Teacher Retirement System of Texas (“TRS”) incorporated in the
United Kingdom on August 28, 2015. TRICOT has its principal office in London, England. TRS
organized TRICOT for the purpose of establishing a representative office in London to provide investment
services to TRS relating to investment opportunities in the United Kingdom and Europe, and TRICOT
provides such services exclusively to and on behalf of TRS.

To remain competitive in its efforts to attract and retain high caliber employees TRICOT strives to offer a
competitive compensation package. Awards of performance pay based on specified performance criteria
are an industry standard practice in the private investment sector and in the public sector. By offering both
a competitive base salary and performance pay, TRICOT enhances its ability to fulfill its mission to assist
TRS in prudently investing and managing the assets held in trust for TRS members and beneficiaries in an
actuarially sound system administered in accordance with applicable fiduciary principles. The TRS Board
of Trustees (the “TRS Board”) has determined that establishing and expending funds through TRICOT for
this Performance Pay Plan (“Plan”) for TRICOT employees is consistent with and in furtherance of the
fiduciary duties of the Board in administering the retirement system.

The TRS Board has approved TRICOT’s adoption of the Plan. The TRS Board has adopted resolutions (a)
relating to the governance, funding, budgeting, administration, and operations of TRICOT, and (b)
designating the TRS Executive Director as the TRS shareholder representative (“Shareholder
Representative”) for purposes of administering and interpreting this Plan. A person duly appointed to
serve as the TRICOT Managing Director (the “TRICOT Managing Director”) will perform the duties
specified in this Plan for the TRICOT Managing Director.

2. PLAN OBJECTIVES AND STRATEGY
2.1 Plan Objectives
The Plan serves these objectives:
. To attract and retain TRICOT employees who demonstrate outstanding ability;

. To reinforce employees’ strong commitment to the long-term investment performance of
the assets for which TRS and TRICOT are responsible; and

. To motivate investment professionals to focus on maximizing real, long-term returns for
funds invested and managed by TRS while assuming appropriate levels of risk.

2.2 Plan Strategy
Implementation of the Plan strategy includes:

. Base salaries targeted to be competitive as determined by the TRICOT Managing Director
and the Shareholder Representative, with individual base salaries based on an employee’s
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experience, education, knowledge, skills, and overall job performance in an Eligible
Position.

Performance pay award opportunities, calculated as a percentage of an employee’s base
salary, based on performance above pre-determined standards, and earned contingent upon
continued employment in an Eligible Position through specified dates subject to deferral as
set forth in Section 4.7(b).

3. BASE SALARY ADMINISTRATION

3.1
(2)

(b)

3.2
(2)

(b)

Salary Structure

Notwithstanding any other law, the Shareholder Representative approves the rates of
compensation of all TRICOT employees. The TRICOT Managing Director shall, subject to
the approval of the Shareholder Representative, propose in the annual TRICOT budget the
base salary rates for TRICOT employees generally based on the salary schedules, position
classifications, and salary administration practices that are reasonably comparable to those
used for the TRS Investment Management Division employees, taking into account
prevailing market conditions in the United Kingdom, which the Shareholder
Representative determines are in the best interest of TRICOT and TRS, and which are not
in conflict with applicable law, fiduciary duty, or policy.

The TRICOT Managing Director shall set the initial base salary for each newly hired
TRICOT employee within the salary range approved by the Shareholder Representative,
considering the employee’s experience, education, knowledge and skills; external
competitiveness; and internal compensation equity.

Salary Adjustments

TRICOT employees may receive base salary adjustments (increase or decrease) at the
discretion of the TRICOT Managing Director within the base salary range approved by the
Shareholder Representative in accordance with the terms of their employment contract,
applicable law, and TRICOT policy.

Notwithstanding Section 3.2(a), all base salary adjustments will be implemented in
accordance with the contract of employment and TRICOT salary administration
procedures.

4. PERFORMANCE PAY PLAN; PERFORMANCE PERIOD

4.1
(2)

(b)

4.2
(a)

Purpose of the Plan; Effective Date; Performance Period

The purpose of the Plan is to provide the opportunity for TRICOT employees to receive
performance pay based on specified investment performance criteria and the employee’s
job performance.

The Performance Period for this Plan begins on October 1, 20265 and ends September 30,
20276. A potential award for performance in a prior plan’s performance period can only
become earned and payable subject to the terms and conditions stated in the relevant plan.

Participation in the Plan; Proration

Subject to Sections 4.2(c) and (d), a TRICOT employee who holds an Eligible Position on
the first day of the Performance Period is eligible to participate in the Plan. Secondees,
non-TRICOT or contract workers, and other temporary workers are not TRICOT
employees and are not eligible to participate in the Plan. An Eligible Position under this
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(b)

(©)

(d)

Plan is not automatically an Eligible Position under any successor or superseding
performance pay plan or other plan of TRICOT or TRS.

Within thirty (30) days after the end of the Performance Period, the TRS Chief
Organizational Excellence Officer will certify to the Shareholder Representative in writing
the master “Participants List” for this Plan, setting forth all relevant information that is
required for calculating each Participant’s Potential Award and any proration required
under this Section 4.2.

Notwithstanding Section 4.2(a), an employee who begins employment in an Eligible
Position (through new hire, promotion or reassignment) after the beginning of the
Performance Period will become a Participant as follows:

(i)

(i)

(iif)

(iv)

If an employee begins employment in an Eligible Position after October 1 but on or
before January 1, the employee will become a Participant on January 1 and the
Participant’s Potential Award will be prorated to 75% of the Potential Award
calculated for the entire Performance Period.

If an employee begins employment in an Eligible Position after January 1 but on or
before April 1, the employee will become a Participant on April 1 and the
Participant’s Potential Award will be prorated to 50% of the Potential Award
calculated for the entire Performance Period.

If an employee begins employment in an Eligible Position after April 1 but on or
before July 1, the employee will become a Participant on July 1 and the
Participant’s Potential Award will be prorated to 25% of the Potential Award
calculated for the entire Performance Period.

If an employee begins employment in an Eligible Position after July 1 of the
Performance Period, the employee will become a Participant on the first day of the
next Performance Period, provided that such employee is employed by TRICOT in
an Eligible Position on such date.

If, during the Performance Period, a Participant moves from one Eligible Position to
another Eligible Position (including by transitioning from a full-time to part-time status),
the Participant’s Potential Award and performance measurements for the Performance
Period will be prorated between the Potential Award calculated for the vacated Eligible
Position and the Potential Award calculated for the new Eligible Position as follows:

(1)

(i)

(iif)

If a Participant moves to a new Eligible Position after October 1 but on or before
January 1, the Participant’s Potential Award and performance measurements will
be based on the previous Eligible Position for the period October 1 through
December 31, and on the new Eligible Position beginning as of January 1.

If a Participant moves to a new Eligible Position after January 1 but on or before
April 1, the Participant’s Potential Award and performance measurements will be
based on the previous Eligible Position through March 31, and on the new Eligible
Position beginning as of April 1.

If a Participant moves to the new Eligible Position after April 1 but on or before

July 1, the Participant’s Potential Award and performance measurements will be
based on the previous Eligible Position through June 30, and on the new Eligible
Position beginning as of July 1.
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(e)

®

(2

4.3
(a)

(b)

(c)

(d)

(iv)  If a Participant moves to a new Eligible Position after July 1 of the Performance
Period, the Participant’s Potential Award and performance measurements will be
based on the previous Eligible Position through September 30.

If a Participant leaves an Eligible Position during the Performance Period and begins
TRICOT employment in a non-Eligible Position, the Participant’s Potential Award for the
partial Performance Period will be prorated based on the number of complete calendar
quarters worked in an Eligible Position during the Performance Period. For the avoidance
of doubt, a Participant will not be eligible for performance pay for any quarter during
which the Participant was not employed in an Eligible Position for the entire quarter.

Section 7.6 addresses the proration calculation that applies if a Participant changes
employment from TRICOT to TRS or vice versa.

An employee will cease to be a Participant in the Plan on the earliest to occur of:

(1) Except as specifically provided in Section 4.2(e) with respect to continued
TRICOT employment or Section 7.6 with respect to changing employment from
TRICOT to TRS, or vice versa, without a break in service, the date the employee is
no longer employed in an Eligible Position;

(11) The date this Plan terminates.

For purposes of the Plan, the employment termination date is deemed to be the employee’s
last day worked, not including any leave the employee takes to extend their employment
termination date for payroll purposes.

Performance Components; Potential Awards

Participants’ Potential Awards will be based on a combination of investment performance
and qualitative performance measurement and rating components.

The investment performance components comprise two categories: 1) performance
measured against pre-determined benchmarks and applicable excess return targets, and 2)
performance measured against pre-determined peer groups.

(1) The benchmark index category of the investment performance component will
determine 50% of the total Potential Award for Eligible Position Titles of Senior
Managing Director through Director. The benchmark index category of the
investment performance component will determine 30% of the total Potential

Award for Eligible Position Titles of Investment-ManagerPrincipal through
Administrative Assistant.

(i) The peer group category of the investment performance component will determine
30% of the total Potential Award.

Notwithstanding that the Performance Period is October 1 through September 30, due to
the delay in availability of final performance data for private markets assets performance
measurements for these Investment Areas will experience a one quarter time lag, such that
all calculations requiring private markets performance will use data for the one and three
year periods ending each June 30.

Each Eligible Position will be assigned specific weightings for Total Fund and other
investment benchmarks based on investment area performance as shown in Addendums A
and B. Addendum A correlates benchmarks and excess return targets to Investment Areas
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(e)

®

listed in the first column, and allocates performance weights for each area to the relevant
excess return targets and benchmarks. Addendum B correlates Investment Areas in the first
column to peer group performance and relevant benchmarks and allocates performance
weights among the excess return targets relative to the listed benchmarks.

(1) To encourage a focus on the “big picture” and a sense of shared mission, the
investment performance component (both benchmark and peer group categories)
for all Eligible Positions will have a Total Fund weighting of at least 20%.
Weightings for each investment area’s benchmarks and excess return targets will be
divided among the Eligible Position’s primary investment area and other
investment areas with which the Eligible Position has regular interaction.

(i1) Where no investment area peer group performance measures are available, that
investment area’s peer group performance weighting allocation is added to the
Total Fund peer group performance weighting allocation.

The qualitative performance rating component will be measured systematically as part of
each Participant’s annual performance appraisal process aimed at evaluating each
Participant’s job performance and adherence to the core concepts and values of the
TRICOT culture and interactions with TRS IMD personnel in performing TRICOT’S
services, using pre-determined, standard criteria. This may include multi-rater feedback
regarding a variety of contributions and behaviors needed for organizational success that
are not directly measured or measurable in the investment performance component, such as
interpersonal relationship skills, accountability, effective teamwork, etc.

(1) Regardless of a Participant’s qualitative performance rating, a Potential Award will
include the qualitative performance component only if the Participant has attained
at least the required threshold level for the investment performance component
(determined separately for each Eligible Position if a Participant changes Eligible
Positions within TRICOT during the Performance Period).

(i1) To encourage appropriate organizational behaviors, the qualitative performance
rating component will be weighted at 20% of the Potential Award for Eligible
Position Titles of Senior Managing Director through Director and weighted at 40%
of the Potential Award for Eligible Position Titles of lnvestmentManagerPrincipal
through Administrative Assistant.

A Potential Award is the gross award amount calculated based on the final performance
results for the Performance Period, weighted as set forth in Addendums A and B. The
Maximum Potential Award that can become an Earned Award with respect to the
Performance Period may not exceed the percentage of a Participant’s Base Salary in an
Eligible Position (subject to proration under Section 4.2) that is listed opposite the
applicable Eligible Position Title in the table below. The Maximum Potential Award limits
a Participant’s maximum Earned Award regardless of (x) the amount by which a
Participant’s performance has exceeded the excess return targets or (y) the calculated value
of the Potential Award.

ELIGIBLE POSITION TITLE  MAXIMUM POTENTIAL
AWARD
Senior Managing Director 175%
Managing Director 175%
Director 150%
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(2

44
(a)

(b)

(©)

(d)

ELIGIBLE POSITION TITLE MAXIMUM POTENTIAL

AWARD
rvestment-ManagerPrincipal 100%
Sentor-Asseetate Associate Principal 75%
IAssociate 65%
Senior Analyst 40%
IAnalyst 30%
Junior Analyst 15%
IAdministrative Assistants 5%

For each Investment Area, the portfolio weighting and excess return relative to each
assigned excess return target will combine to determine the Potential Award for each
Eligible Position.

(1) The Potential Award includes a threshold, a maximum, and intermediate levels of
Potential Award that correspond to specific levels of investment performance.

(i1) Intermediate levels of the Potential Award for investment performance are
determined by linearly interpolating between the threshold and maximum.

(ii1))  For the qualitative performance rating component, intermediate levels of the
Potential Award will be based on a system of annual performance evaluation
approved by the Shareholder Representative.

Compliance with TRICOT and TRS Policies

TRICOT is a TRS asset. In providing services to TRS on behalf of TRICOT, employees
exercise fiduciary responsibilities under applicable law and policies. By accepting
TRICOT employment investment professionals agree to give advice about the TRS
portfolio according to and in compliance with applicable TRICOT and TRS policies,
advise and inform the IMD, the Shareholder Representative, and the TRS Board about
TRICOT’s services relating to investment management and performance of TRS
investments, and recommend modifications to the TRS Board’s investment policies. All
TRICOT employees are responsible for complying with TRICOT and TRS policies in
accordance with their employment contracts.

The Shareholder Representative on behalf of the TRS Board, acting as the sole TRICOT
shareholder, has the authority to conduct an investigation of any potential violation of
TRICOT or TRS policies or applicable laws. The Shareholder Representative may
suspend earning and payment of Potential Awards and Earned Awards (including deferred
payments) until the conclusion of an investigation under this Section 4.4.

Excess performance by a Participant or Participants resulting from a failure to manage
TRS pension assets prudently and in compliance with investment and ethics policies and
applicable law will result in disqualification of the Participant or Participants and forfeiture
of any award for the Performance Period. The Shareholder Representative will make this
determination in his sole discretion on a case-by-case basis. The Shareholder
Representative’s determination under this subsection is final and non-appealable.

If the Shareholder Representative determines after investigation that a Participant violated
TRICOT or TRS policy or applicable law and that such violation is sufficiently serious, the
Participant will either (i) be disqualified and forfeit all Potential Awards and Earned
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4.5
(a)

(b)

Awards for the Performance Periods in which the violation(s) occurred, including awards
and payments deferred under Section 4.7(b), or (ii) such Potential Awards and Earned
Awards will be reduced by a percentage or amount determined by the Shareholder
Representative in his or her sole discretion. If the Shareholder Representative determines
that no serious violation has occurred, a suspended Earned Award shall be paid to the
Participant within 30 days after such determination (or such later date on which the award
would have been payable absent the suspension), provided that the Participant has been
continuously employed in an Eligible Position through such payment date or, if later, the
relevant January 1. The Shareholder Representative’s determination under this subsection
is final and non-appealable.

Performance Standards and Measurements

Each one-year performance measurement period begins October 1 and ends September 30.
For the purposes of this Plan, investment performance allocated or credited to TRICOT by
TRS in its sole discretion (for both benchmarks and peer group categories) is based on one-
and three-year historical performance data, weighted at 33% for one-year performance
(i.e., the performance measurement period ended as of the most recent September 30) and
67% for the historical three-year performance that includes the three performance
measurement periods ended as of the most recent September 30. Investment performance
is measured against the relevant pre-defined benchmarks in the asset allocation and
benchmarks table, including applicable footnotes, in the TRS Board’s Investment Policy
Statement (“IPS”). For the purposes of this Plan, changes to the IPS benchmarks during the
Performance Period will be effective from and after the effective date of such changes in
the IPS, subject to revisions to the Plan adopted by TRICOT and approved by the TRS
Board. In no event may performance allocated or credited to TRICOT or benchmark
changes relevant to TRICOT be applied retroactively except as required to comply with
applicable law, including United States and United Kingdom tax laws and regulations as
appropriate.

For purposes of calculating the one- and three-year historical performance data under
Section 4.5(a), the investment performance of any new portfolio allocated by TRS in
whole or part to TRICOT will be calculated for purposes of the Plan using performance
measurement periods beginning October 1 and ending September 30 as follows:

(1) The investment performance measurement of any new portfolio (for both
benchmark and peer group categories) created during a performance measurement
period will commence only on the next performance measurement period following
October 1.

(i) For a new portfolio’s first full performance measurement period, the investment
performance measurement will be based 100% on the portfolio’s performance data
for that performance measurement period.

(i)  For a new portfolio’s second full performance measurement period, the investment
performance measurement will be weighted (x) 50% on the portfolio’s performance
during the second full performance measurement period, and (y) 50% on the
portfolio’s two-year performance during the first and second full performance
measurement periods.

(iv)  For all performance measurement periods commencing after the second full
performance measurement period, the investment performance of a new portfolio
will be weighted (x) 33% on the portfolio’s performance measurement during the

TRICOT Performance Pay Plan, Page 9 of 18



(c)

(d)

4.6
(a)

(b)

one-year performance measurement period just ended, and (y) 67% on the
portfolio’s three-year performance measurement during the three full performance
measurement periods ending on September 30 of the Performance Period.

v) For the purposes of this Plan, no investment performance measurement will be
calculated for a new portfolio unless it existed on October 1 of the Performance
Period.

Notwithstanding Section 4.5(a), if during the Performance Period, investments managed by
an Investment Area are moved to another investment area as a result of an IMD or
TRICOT reorganization, then the performance measurements for the Performance Period
and each affected Participant’s Potential Award will be based on the pre-change criteria
and the post-change criteria as follows:

(1) If the change described in this Section 4.5(c) is made after October 1 but on or
before January 1, the performance measurements and each affected Participant’s
Potential Award calculation will be based on the pre-change criteria for the period
October 1 through December 31, and on the post-change criteria beginning as of
January 1.

(i1) If the change described in this Section 4.5(c) is made after January 1 but on or
before April 1, the performance measurements and each affected Participant’s
Potential Award calculation will be based on the pre-change criteria through March
31, and on the post- change criteria beginning as of April 1.

(ii1)  If the change described in this Section 4.5(c) is made after April 1 but on or before
July 1, the performance measurements and each affected Participant’s Potential
Award calculation will be based on the pre-change criteria through June 30, and on
the post- change criteria beginning as of July 1.

(iv)  If the change described in this Section 4.5(c) is made after July 1 of the
Performance Period, the performance measurements and each affected Participant’s
Potential Award calculation will be based on the pre-change criteria through
September 30.

The qualitative performance component is measured annually as part of each Participant’s
annual performance appraisal process using criteria established before the beginning of the
Performance Period.

Potential Award Calculations

Following the end of the Performance Period, the Shareholder Representative will review
the reported performance of each Participant relative to the applicable investment and
qualitative performance components.

Potential Awards are calculated based on the Participant’s level of performance achieved
in the applicable investment performance and qualitative performance components in the
Performance Period.

Relative performance data and calculations may be reviewed by an external independent
source selected by the Shareholder Representative but final calculations must be approved
by the Shareholder Representative.
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4.7
(a)

(b)

(©)

(d)

(e)

Earning Performance Payments

Notwithstanding the Shareholder Representative’s approval of Potential Award
calculations, and except as otherwise provided in this Section 4.7 and Section 7.6, Potential
Awards will only become an Earned Award if a Participant is employed by TRICOT on
January 1 following the end of the Performance Period during which that employee was a
Participant. Payment of Earned Awards will usually be processed with that January’s
payroll for delivery on or about February 1, but in no event later than February 15 of that
calendar year.

The payment dates of Earned Awards for the Performance Period shall be the same for all
Participants.

Notwithstanding Section 4.7(a), no Potential Awards will become Earned Awards
following a Performance Period in which the Total Fund experiences a return of zero or
less. If this occurs, Potential Awards for that Performance Period that otherwise would
have become Earned Awards on the January 1 next following the end of that Performance
Period will not become Earned Awards until the January 1 following the next Performance
Period in which the Total Fund has a return greater than zero, subject to the requirement
that the employee be employed by TRICOT on that January 1. Payment of this Earned
Award will usually be processed with that January payroll for payment on or about
February 1 but in no event later than February 15 of that calendar year.

If an employee ceases to be a Participant during the Performance Period due to termination
of TRICOT employment for any reason other than involuntary termination of employment
due to death or Disability, a Potential Award for the Performance Period will not become
an Earned Award and will not be paid or payable. Potential Awards from earlier
Performance Periods that have not yet become Earned Awards (as set forth in Section
4.7(b) above) will not become Earned Awards and will not be paid or payable.

If an employee ceases to be a Participant during the Performance Period due to involuntary
termination of TRICOT employment because of death or Disability, a Potential Award for
the Performance Period will not become an Earned Award and will not be paid or payable.
However, Potential Awards under prior plans will become Earned Awards,
notwithstanding Section 4.7(a) above, provided the Total Fund return is greater than zero.
If the Total Fund return is not greater than zero, Potential Awards from prior plans will
become Earned Awards the January 1 following the end of the next Performance Period in
which the Total Fund has a return greater than zero unless the Total Fund return is not
greater than zero for the subsequent two Performance Periods, at which point the Potential
Award will be forfeited. Payments under this subsection will be made as applicable to the
estate of the deceased employee or the disabled employee, or as otherwise provided by
law. These payments will be made as soon as administratively practicable, but not later
than 2%, months after the end of the calendar year in which the death or Disability occurred
or 2 > months after the end of the calendar year in which the Total Fund return is greater
than zero, as applicable.

A Participant who changes employment from TRICOT to TRS without a break in service
pursuant to Section 7.6 (¢) or (d) will be treated as employed by TRICOT for purposes of
Potential Awards becoming Earned Awards under Section 4.7 under this Plan so long as

the Participant remains continuously employed by TRS from the first date of employment
with TRS through (i) the applicable January 1 for purposes of Sections 4.7(a) or (b) or (i1)
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the date of involuntary termination of TRS employment because of a Reduction in Force,
death, or disability for purposes of Section 4.7(d).

® If an employee ceases to be a Participant before the end of the Performance Period due to
Plan termination, a Potential Award for the Performance Period will not become an Earned
Award and will not be paid or payable. In such an event, however, Potential Awards from
previous plans’ performance periods that have not yet become Earned Awards can become
Earned Awards and be paid under those plans if the TRS Board determines that such
payments would be consistent with and in furtherance of the fiduciary duties of the TRS
Board in administering the retirement system, and if such payments are not prohibited by
applicable law.

5. PLAN AUTHORITY AND RESPONSIBILITY
5.1  Plan Modification, Suspension, and Termination

TRICOT shall have the right in its discretion to modify the Plan or any portion thereof at any time,
subject to TRS Board approval. TRICOT shall have the right in its discretion to suspend or
terminate the Plan, including payments of awards, entirely or any portion thereof at any time, with
approval of the TRS Board; provided, however, that the Plan shall terminate, including payment of
awards, if the TRS Board does not approve the expenditure of funds by TRICOT for performance
pay under the Plan, or the TRS Plan is terminated. For avoidance of doubt, no modification,
amendment, suspension, or reinstatement of this Plan or any performance criteria relating to this
Plan may be given retroactive effect except as required to comply with applicable law.

5.2 Plan Administration

The TRS Board has delegated administration under this Plan to the Shareholder Representative.
The Shareholder Representative has sole discretion to administer and interpret the Plan in
accordance with its terms and conditions. The Shareholder Representative may adopt such
procedures and practices as he or she considers advisable to carry out the purposes of the Plan.

5.3  Record Keeping and Reporting

A record of the master “Participants List,” including a list of TRICOT employees covered by this
Plan and the data forming the basis for all Plan calculations shall be maintained by the TRS Chief
Organizational Excellence Officer.

54 Compliance with Applicable Law

If the Shareholder Representative or a court having jurisdiction determines that any provision of
the Plan violates applicable law, that provision shall not be given effect. The remaining provisions
of the Plan shall remain in full force and effect to the maximum extent possible, and any
amendments or modifications that are necessary to give effect to the remaining provisions will be
deemed to have been made to allow proper administration of the Plan.

6. EMPLOYMENT

Nothing in this Plan or the payment of Earned Awards creates a contract between TRICOT and
any TRICOT employee, confers on any TRICOT employee the right to continued employment
with TRICOT, or affects in any way the right of TRICOT to terminate the employment of
employees, subject to their employment contracts, TRICOT policies, and applicable law.
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7. OTHER PLAN PROVISIONS
7.1  Non-transferability of Awards

Potential Awards and Earned Awards under the Plan are non-assignable and non-transferable and
are not subject to anticipation, adjustment, alienation, encumbrance, pledge, lien, security interest,
garnishment, attachment, or levy of any kind.

7.2 Plan Does Not Create a Property Interest, Trust, or Entitlement

(a) Neither the establishment of the Plan nor the calculation of Potential Awards or Earned
Awards shall be deemed to create a property interest, trust or entitlement. The Plan is an
unfunded, unsecured liability of TRICOT to make payments in accordance with the
provisions of the Plan and applicable law. Any amounts budgeted for performance pay
under the Plan are TRICOT assets until properly disbursed in accordance with, this Plan,
and applicable law, and no employee or third party shall have any property, security,
expectancy, contractual right, lien, security interest, encumbrance, or other interest in any
TRICOT assets by reason of the Plan.

(b) Nothing in the Plan shall be deemed to create or confer any right, interest, expectancy, or
title to any specific property of TRICOT or TRS to any Participant, or to any estate, trust,
personal representative, heir, family member, or beneficiary of a Participant.

7.3 Tax and Other Deductions

All payments under the Plan shall be subject to any deductions at the time of payment (x) for tax
and withholding required by law and (y) to the extent permitted by law, for any and all amounts
owed by the employee to TRICOT if applicable. Neither TRICOT nor TRS, as TRICOT’s sole
shareholder, is obligated to advise an employee of the existence of any tax or the tax treatment,
reporting requirements, or required withholding in connection with the Plan.

7.4  Payments Not Eligible for Retirement Purposes

Any payments made pursuant to the Plan are fringe benefits and are not eligible compensation for
pension plan purposes.

7.5 Grievances

Except as expressly provided in this Plan, all grievances related to the Plan will be addressed
according to the TRICOT Grievance Procedure in the Employee Handbook or any similar or
successor policy, as amended from time to time.

7.6 TRS Secondees; Subsidiary Employee Eligibility

(a) Only employees directly hired by TRICOT are eligible for performance pay under this
Plan. From time to time, TRS seconds employees in the TRS Investment Management
Division to TRICOT to provide services to TRICOT. Seconded employees participate in
the TRS Performance Pay Plan as part of their employment with TRS, including during the
term of their secondment to TRICOT, and are not eligible for awards under this Plan. TRS
provides funding and services to TRICOT under an intercompany agreement and
administers this Plan under that agreement.

(b) The Board has authorized TRICOT’s adoption of a separate performance pay plan that, to
the extent legally permissible under UK law, is designed and intended to provide eligibility
for performance pay awards comparable to that provided to TRS employees under this
Plan (taking into account differing compensation rates, but not currency exchange rates),
but there is no assurance that the TRICOT Plan will be comparable in all respects. TRS, as
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one of the services it provides to TRICOT, will administer the TRICOT-adopted plan by
and through the TRS Executive Director as the Shareholder Representative on behalf of
TRICOT.

(c) TRS and TRICOT intend that any employee who transfers employment between TRS and
TRICOT without a break in service, and who is eligible to participate in the TRS Plan
while employed by TRS and in the TRICOT Plan while employed by TRICOT, shall be
eligible for performance pay during the Performance Period in aggregate that the employee
would have received had they not changed employers, taking into account any changes to
the employee’s employment position, but without any adjustments for currency exchange
rates. In such event, the Participant’s Potential Award and performance measurements for
the Performance Period will be prorated between this Plan and the TRS Plan using the
same approach as outlined in Section 4.2(d) above.

(d) If, during the Performance Period, a TRICOT Participant moves without a break in service
from an Eligible Position under the this Plan to a position with TRS that is not eligible
under the TRS Plan, the Participant’s Potential Award for the partial Performance Period
under this Plan will be prorated based on the number of complete calendar quarters worked
in an Eligible Position during the Performance Period. For the avoidance of doubt, a
Participant under this Plan will not be eligible for performance pay for any quarter during
which the Participant was not employed in an Eligible Position under either this Plan or the
TRS Performance Pay Plan for the entire quarter.

8. DEFINITIONS

Base Salary for use in the Plan is the Participant’s annualized monthly salary as of October 1 of the
applicable Performance Period (not including longevity or benefit replacement pay), or the annualized
monthly salary of new Participants as of the date they first become a Participant, as certified by the TRS
Chief Organizational Excellence Officer.

Disability generally means the inability of the employee to engage in any substantial gainful activity by
reason of any medically determinable physical or mental impairment which can be expected to result in
death or can be expected to last for a continuous period of not less than 12 months.

Earned Award means a Potential Award that has become earned and payable because all of the terms,
conditions, and requirements of this Plan have been satisfied. An Earned Award may be forfeited for
misconduct, or suspended, canceled, or deferred as stated in this Plan. An Earned Award is not property.

Eligible Position means a title listed in Section 4.3(f) and, when the context refers to an Eligible Position
with respect to a Participant’s performance allocation and Potential Award calculation, the Investment
Area or areas to which a Participant is assigned or interacts with during the Performance Period and the
relevant excess return targets and portfolio benchmarks in Addendum A. A Participant who is reassigned
from one Investment Area to another during the Performance Period also changes Eligible Positions,
whether or not the Participant’s title changes.

Investment Areas are listed in the first columns of Addendums A and B and correspond to the
benchmarks, excess return targets, performance allocations, and peer groups in Addendum A and
Addendum B, and which are used to calculate Potential Awards for Participants in Eligible Positions. In
this Plan, Investment Areas are synonymous with employee teams or groups.

Maximum Potential Award is defined in Section 4.3(f) and is a limit on the gross Potential Award that
can become an Earned Award in an Eligible Position Title with respect to the Performance Period.
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Participant is a TRICOT employee in an Eligible Position on October 1 of the Performance Period, or
who is first employed in an Eligible Position after the beginning of the Performance Period based on the
proration schedules in Section 4.2, as certified by the TRS Chief Organizational Excellence Officer.

Performance Period is the period beginning on October 1 of each year and ending on September 30 of
the following year.

Potential Award is defined in Section 4.3(f) and is the amount calculated based on the Participant’s
performance achieved in the applicable investment performance and qualitative performance components.
A Potential Award is contingent and no Earned Award may exceed the Maximum Potential Award,
regardless of whether the Participant exceeds the stated excess return target.

SPN means a Strategic Partner Network investment area. TRS has both private markets and public
markets SPNs.

Total Fund means the TRS total or overall investment portfolio and includes all pension assets held in
trust by TRS and invested to provide retirement, death, and disability benefits administered by the system,
including cash and cash equivalents. For avoidance of doubt, for the purposes of the Plan the Total Fund
does not include the assets of health plans administered by TRS and held in trust by the TRS Board.
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Administrative Policy Current effective date: October 1, 20265*

Reviewers: TRS Executive Director (as First adoption: October 1, 2021
Shareholder Representative), TRICOT

Managing Director, TRS Organizational

Excellence, TRS Legal & Compliance

Review Cycle: Annual Next review due: September 20276
Authorized by: TRS Board of Date adopted: September +78-484;18
Trustees 20265

Approved:

By: Approved as of: October 1, 20265

Brian K. Guthrie,

*This Plan is effective only for the Performance Period beginning on October 1, 20265 and ending
September 30, 20276.
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ADDENDUM A
Performance Payout Allocation and Maximum Payout Targets vs.

Passive Benchmark

Total Fund Active Public Special Private Equity Real Estate Energy Natural Total
Markets(1) Opportunities Resources &
Absolute Return(2) Infrastructure
Index Total Fund Daily Weighted SOFR+4% Custom State NCREIF ODCE 40% Cambridge
Policy Excess Return Street Private Natural
Composite Based on Actual Equity Index Resources, 40%
Index Portfolio Weights Cambridge
and Investment Infrastructure,
. 20% CPI
Policy Statement
Excess Return Target 75 bps 75 bps 150 bps 125 bps 150 bps 125 bps
Executive 100% 100%
Risk and Portfolio 100% 100%
Management
Public Markets (Ex-Special 30% 60% 10% 100%
Opportunities)
Special Opportunities 30% 10% 60% 100%
Private Equity 30% 70% 100%
Real Estate 30% 70% 100%
Energy Natural Resources &
Infrastructure 30% 70% 100%
Trade Management 60% 40% 100%
Investment Operations 100% 100%
IMD Legal & Compliance 100% 100%

(1) From 10/1/2025, Active Public Markets will include all Global Equity investments, hedge funds, and Public SPN portfolios managed by Public Markets other than absolute return

portfolios managed by Special Opportunities.

(2) Special Opportunities Absolute Return has a performance inception date of 10/1/2023.
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ADDENDUM B

Performance Payout Allocation and Maximum Payout Targets vs. Peer Group

Comparison
Fund Level Total Fund Public Private Real Estate Risk Parity Total
Markets All Equity Portfolio
Country(1)
Index TUCS Public TUCS Total TUCS TUCS Real Risk Parity
Funds >$10 ) ota Private Estate > $10 Benchmark
Equity > $10
Billion i Equity > $10 Billion
Universe BI_ ion Billion Universe
Universe Universe

Excess Return Target: 75 bps 75 bps 175 bps 150 bps 30 bps

Executive 60% 10% 10% 10% 10% 100%

;‘;’;:22;:::0“0 30% 10% 10% 10% 40% 100%

Public Markets 30% 70% 100%

Private Equity 30% 70% 100%

Real Estate 30% 70% 100%

Energy Natural

Resources & 30% 35% 35% 100%

Infrastructure
Trade Management 30% 30% 10% 10% 20% 100%
Investment Operations 60% 10% 10% 10% 10% 100%
IMD Legal & Compliance 60% 10% 10% 10% 10% 100%

(1) Performance inception 10/1/2025.
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TRS

TEACHER RETIREMENT SYSTEM OF TEXAS

DATE: September 17, 2026
TO: Governance Committee
THROUGH: Brian Guthrie, Executive Director

FROM: Caasi Lamb, Deputy Director
RE: Pension Funding Policy

Item Type: Action

Purpose:
To request Board adoption of the revised Pension Funding Policy in accordance with
the TRS Board Policy Review Schedule.

Executive Summary:

Staff recommends limited revisions to the policy as the core funding framework
remains appropriate and continues to guide funding recommendations through the
Legislative Appropriations Request (LAR) process. The proposed changes remove
outdated provisions, clarify valuation timing related to the LAR, and make technical
corrections.

Background:

State law requires public retirement systems to adopt funding policies. The TRS Board
adopted its first Pension Funding Policy in December 2019 and reviewed it in 2022.
The policy is now before the Board for its scheduled four-year review.

PowerPoint Presentation: No

Attachments:
Pension Funding Policy

Governance Committee
Agenda Iltem 5
Page 1



Board of Trustees, Teacher Retirement System of Texas

Pension Funding Policy
Date: -

2019September 17, 2026

-Interpretation Contact:

Executive Director

Purpose

References

Definitions

To formalize a funding policy, including a detailed plan that will
systematically decrease the Unfunded Actuarial Accrued Liability
(UAAL) Pnfunded-Aectuarial-Aeeraedtiabiity)—over time in order to
achieve a funded ratio of the system that is equal to or greater than 100
percent.

e Tex. Gov’t Code § 821.001 [Definitions]

e Tex. Gov’t Code § 821.006, [Action Increasing Amortization Period]
e Tex. Gov’t Code § 821.008 [Purpose of Retirement System]

e Tex. Gov’t Code § 825.108 [Reports]

e Tex. Gov’t Code § 825.206 [Actuary]

e Tex. Gov’t Code § 802.2011 [Funding Policy]

e Tex. Gov’t Code § 825.402 [Rate of Member Contributions]

e Tex. Gov’t Code § 825.4035 [Employer Contributions for Certain
Employed Members]

e Tex. Gov’t Code § 825.404 [Collection of State Contributions]

Actuarial Value of Assets: A smoothed value of the System’s fair market
assets on the valuation date, used for long term decision making.

Actuarial Liability: The target value of assets that would be needed in the
trust as of the valuation date to be able to fully fund benefits based on past
service.

Unfunded Actuarial Accrued Liability (UAAL): Any amount of the
Actuarial Liability not covered by the Actuarial Value of Assets (positive
difference between the two numbers).

Funded Ratio: The ratio of the Actuarial Liability currently covered by the
Actuarial Value of Assets.

Benefit Enhancement: A monetary benefit as-deseribedinFex—GovtCeode
§-821-006-that is provided to retirees, such as a cost-of-living adjustment
(COLA) or one-time supplemental payment.




Policy

Funding Policy
Measurements

Achieving the Stated
Funding Objective of
at Least 100%
Funded

Board of Trustees means the Board of Trustees of the Teacher Retirement
System of Texas as defined by Tex. Gov’t Code § 821.001(5).

Consistent with its charge to protect the funds of the retirement system as
required under Tex. Gov’t Code § 821.008 and adopt a written funding
policy under Tex. Gov’t Code § 802.2011, the TRS Board of Trustees
supports contribution and benefit policies that will systematically decrease
the UAAL over time in order to achieve a funded ratio of the system that
is equal to or greater than 100 percent. A declining UAAL over time will
evidence that contribution and benefit policies are being implemented
consistent with Tex. Gov’t Code § 802.2011.

Actuarial Valuation

The Board of Trustees will conduct and publish an actuarial valuation of
the system’s assets and liabilities as of August 31 of each year.

Mid-Year Valuation

The Board of Trustees will conduct and make public a limited actuarial
valuation of the assets and liabilities of the retirement system as of
February 28 in those years when the Texas Legislature meets in regular
session.:

Unfunded Actuarial Accrued Liability (UAAL)

Both the actuarial valuation and the mid-year valuation will include a
calculation of the extent to which the system’s liabilities are unfunded as
provided in Tex. Gov’t Code § 825.108(b). The Board will annually assess
the trend of the UAAL as part of every valuation.

The primary goal of the pension plan is to accumulate sufficient assets and
achieve a stated funding objective to pay promised benefits. This funding
policy establishes the funding objective as equal to or greater than 100
percent funded and identifies the following detailed plan for achieving the
funding objective:

e  Contribution Stability and Predictability — The contribution rates and
scheduledinereases;—for the state, public education employer, and
member are prescribed as-deseribed—in Tex. Gov’t Code §§ 825.402,

825 4035, and 825.404;-are-expeeted-to-eliminate-the UAAL—overa




Actuarial

Assumptions and
Methods

Eliminating the UAAL is predicated on the contribution increases
being funded as set forth in statute. Therefore, the Board does not
support legislative action that would reduce or fail to fund the
statutory contribution rates.

Legislative Appropriation Request (LAR) of Contribution Rates —
In advance of the legislative session, TRS prepares an legislative

appfepﬂ&tieﬂ—req&est—(LAR) w1th the requested contribution rate

Lo the shase ol ol eebodilod copirboiion enle fnepsnccs Tihe

Executive Director, in consultation with the TRS Board of Trustees, will
use the and-based-en— most recent odd-numbered year a—ecurrent-annual
actuarial valuation available during development of the LAR to;—wil
determine the appropriate contribution rate to request. inthe EAR exeept

that+lf; afterthe-phase-in-ol-all-contributionrates: the annual valuation
projects that the UAAL will not -begin to decline by the fifth year

following the valuation, then TRS will request contribution rate
increases sufficient to begin to reduce the UAAL in the even-
numbered fiscal year following the legislative session.

Benefit Enhancements — The Board recognizes that there may be
alternative methods of financing benefit enhancements and will
evaluate any proposal for consistency with the goal of a declining
UAAL and pursuant to Tex. Gov’t Code § 821.006.

-The external actuary of TRS will use the assumptions and
methods approved by the Board in making the annual calculation
of the UAAL, including the smoothed value of assets as of the
valuation date.

The assumptions and methods will be reviewed at least once
every four years in an Experience Study, with the next one
scheduled to follow the August 31, 2029+ actuarial valuation.



Board of Trustees, Teacher Retirement System of Texas

Pension Funding Policy
Date: September 17, 2026

Interpretation Contact: Executive Director

Purpose

To formalize a funding policy, including a detailed plan that will
systematically decrease the Unfunded Actuarial Accrued Liability
(UAAL) over time in order to achieve a funded ratio of the system that is
equal to or greater than 100 percent.

References

e Tex. Gov’t Code § 821.001 [Definitions]

e Tex. Gov’t Code § 821.006, [Action Increasing Amortization Period]
e Tex. Gov’t Code § 821.008 [Purpose of Retirement System]

e Tex. Gov’t Code § 825.108 [Reports]

e Tex. Gov’t Code § 825.206 [Actuary]

e Tex. Gov’t Code § 802.2011 [Funding Policy]

e Tex. Gov’t Code § 825.402 [Rate of Member Contributions]

e Tex. Gov’t Code § 825.4035 [Employer Contributions for Certain
Employed Members]

e Tex. Gov’t Code § 825.404 [Collection of State Contributions]

Definitions

Actuarial Value of Assets: A smoothed value of the System’s fair market
assets on the valuation date, used for long term decision making.

Actuarial Liability: The target value of assets that would be needed in the
trust as of the valuation date to be able to fully fund benefits based on past
service.

Unfunded Actuarial Accrued Liability (UAAL): Any amount of the
Actuarial Liability not covered by the Actuarial Value of Assets (positive
difference between the two numbers).

Funded Ratio: The ratio of the Actuarial Liability currently covered by the
Actuarial Value of Assets.

Benefit Enhancement: A monetary benefit that is provided to retirees, such
as a cost-of-living adjustment (COLA) or one-time supplemental payment.




Policy

Funding Policy
Measurements

Achieving the Stated
Funding Objective of
at Least 100%
Funded

Board of Trustees means the Board of Trustees of the Teacher Retirement
System of Texas as defined by Tex. Gov’t Code § 821.001(5).

Consistent with its charge to protect the funds of the retirement system as
required under Tex. Gov’t Code § 821.008 and adopt a written funding
policy under Tex. Gov’t Code § 802.2011, the TRS Board of Trustees
supports contribution and benefit policies that will systematically decrease
the UAAL over time in order to achieve a funded ratio of the system that
is equal to or greater than 100 percent. A declining UAAL over time will
evidence that contribution and benefit policies are being implemented
consistent with Tex. Gov’t Code § 802.2011.

Actuarial Valuation

The Board of Trustees will conduct and publish an actuarial valuation of
the system’s assets and liabilities as of August 31 of each year.

Mid-Year Valuation

The Board of Trustees will conduct and make public a limited actuarial
valuation of the assets and liabilities of the retirement system as of
February 28 in those years when the Texas Legislature meets in regular
session.

Unfunded Actuarial Accrued Liability (UAAL)

Both the actuarial valuation and the mid-year valuation will include a
calculation of the extent to which the system’s liabilities are unfunded as
provided in Tex. Gov’t Code § 825.108(b). The Board will annually assess
the trend of the UAAL as part of every valuation.

The primary goal of the pension plan is to accumulate sufficient assets and
achieve a stated funding objective to pay promised benefits. This funding
policy establishes the funding objective as equal to or greater than 100
percent funded and identifies the following detailed plan for achieving the
funding objective:

e  Contribution Stability and Predictability — The contribution rates for
the state, public education employer, and member are prescribed in
Tex. Gov’t Code § 825.402, 825.4035, and 825.404.




Actuarial
Assumptions and
Methods

Eliminating the UAAL is predicated on the contribution increases
being funded as set forth in statute. Therefore, the Board does not
support legislative action that would reduce or fail to fund the
statutory contribution rates.

Legislative Appropriation Request (LAR) of Contribution Rates —
In advance of the legislative session, TRS prepares an LAR with
the requested contribution rate.

The Executive Director, in consultation with the TRS Board of Trustees,
will use the most recent odd-numbered year actuarial valuation available
during development of the LAR to determine the appropriate contribution
rate to request. If the valuation projects that the UAAL will not begin
to decline by the fifth year following the valuation, then TRS will
request contribution rate increases sufficient to begin to reduce the
UAAL in the even-numbered fiscal year following the legislative
session.

Benefit Enhancements — The Board recognizes that there may be
alternative methods of financing benefit enhancements and will
evaluate any proposal for consistency with the goal of a declining
UAAL and pursuant to Tex. Gov’t Code § 821.006.

The external actuary of TRS will use the assumptions and
methods approved by the Board in making the annual calculation
of the UAAL, including the smoothed value of assets as of the
valuation date.

The assumptions and methods will be reviewed at least once
every four years in an Experience Study, with the next one
scheduled to follow the August 31, 2029 actuarial valuation.
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TEACHER RETIREMENT SYSTEM OF TEXAS

Legal & Compliance

Memorandum
DATE: September 17, 2026
TO: Governance Committee of the Board of Trustees (“Governance Committee”)
FROM: Heather Traeger, General Counsel and Chief Compliance Officer;

Katherine Farrell, Board Secretary
COPY: Brian Guthrie, Executive Director

RE: Bylaws to the Board of Trustees

Pursuant to the Policy Review Schedule, the review of the Bylaws has begun. In light of several
evolving items, staff will bring any recommended changes for review to the Board in December.
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TRS

TEACHER AETIREMENT SYSTEM OF TEXAS

Memorandum
DATE: September 18, 2026
TO: TRS Governance Committee
FROM: Katherine H. Farrell, Board Secretary
Through: Brian Guthrie, Executive Director

RE: Consent Item - Policy Review Schedule Update

ACTION REQUESTED
Staff asks the Governance Committee to:

* Conduct the review of TRS Board policy review schedule and adopt the proposed updates via the
consent agenda.

BACKGROUND AND DISCUSSION

TRS Board Bylaws Subsection 3.1.5(e) provides that the Governance Committee (Committee) is to adopt
and follow a plan of review for each fiscal year to ensure that all written TRS Board policies are reviewed
periodically. To accomplish this requirement, the Committee adopts the Policy Review Schedule
(Schedule), which provides for the regular review of all written board policies and is to be adopted every
September.

Included in your materials are “redline” and “clean” copies of the Schedule. At the Committee meeting,
Staff proposes for the Committee to adopt the following updates to the Schedule as a consent item as the
proposed changes are non-substantive. For example, policies reviewed during FY 2026 the corresponding
dates for the last and next review of the policy were updated. Two Board Policies titles were corrected to
reflect their correct title as adopted by the Board. Additionally, the interval between comprehensive review
for the Benefit Counseling Policy was corrected to list five years as was initially adopted by the Board.

The Schedule is only adopted at the Governance Committee level. Therefore, at the September meeting,
the Governance Committee will consider updating the Schedule but will not make a recommendation on
the matter to the full Board.



TEACHER RETIREMENT SYSTEM OF TEXAS

POLICY REVIEW SCHEDULE

APPROVED BY THE GOVERNANCE COMMITTEE SEPTEMBER 18, 20252026
BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!
ADMINISTRATIVE
Authorization to Approve and Financial; Legal 3 years April 2025 December 2018 April 2028
Sign Vouchers
Performance Incentive Pay Plan | Executive 1 year September 20252026 September September
Director; OE; 20252026 20262027
Legal
Investments; OE; September 26252026 | September September
Legal 20252026 20262027
Resolution Regarding Correction | Executive 5 years September 2022 September 2012 September 2027
of Errors and Other Edits Director
Rules of the Board of Trustees — | Legal; Finance; 4 years' September 26222026 | December 2022 April A
Rule Review, Chapters 21-51 Pension; Health 20262030
Litigation Policy Legal 3 years May 2024 May 2024 April 2027
Policy on Negotiated Executive 5 years July 2023 July 2023 July 2028
Rulemaking and Alternative Director; Legal
Dispute Resolution
Procurement Policy Legal 3 years July 2024 July 2024 July 2027




BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!

At Will Employment OE; Legal 10 years September 2023 September 2023 September 2033

Member Engagement Policy Communications | 4 years December 2024 December 2024 December 2028

Benefit Counseling Policy Pension 2-5 years September 2024 September 2024 September

20262029

Member and Employer Outreach | Communications; | 5 years July 26242026 July 262142026 July 262631

Plan” Pension

Inactive Accounts Outreach Pension 4 years December 2021 December 2021 December

Policy™ 20252029
BOARD GOVERNANCE & ETHICS

Bylaws of the Board of Trustees | Legal 4 years September 2022 e September 2026

2023 April 2025
Board Training Policy Executive 4 years December 2022 December 2022 December 2026
Director; OE

Trustees External Communica- 5 years May 2024 May 2024 April 2029

Communication Policy tions

Trustee Ethics Policy and Legal 4 years December 20212025 December 2021 December

Position Description 20252029

Medical Board Policy Pension; Legal 3 years May 2024 May 2024 May 2027




BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!

TRS-Care Retirees Advisory Health; Legal 3 years May 2024 May 2024 May 2027

Committee Policy

Pension Funding Policy Executive 4 years December 2022 December 2019 September 2026

EMPLOYEE & VENDOR ETHICS
Designation of Key Employees Executive 2 years December 20232025 December December
Director 20232025 20252027

Employee Ethics Policy Legal 4 years December 26242025 December December

(Including Conflict of Interest 20212025 20252029

Disclosure Statement; Ethics

Compliance Statement for

Employees and Disciplinary

Action Disclosure Statement)

Code of Ethics for Contractors Legal 4 years April 2023 April 2023 April 2027

(Including Contractor Annual

Ethics Compliance Statement,

Expenditure Reporting

Memorandum and Form, and

Disclosure Statement for Brokers

and Financial Advisors and

Financial Providers)

INVESTMENTS
General Authority Resolution Financial, Legal; | 2 years September 2025 September 2025 September 2027

(GAR)

Investments




BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!
Investment Policy Statement Investments 2 years September 2025 June 2025 September 2027
Commission Credit Investments 3 years December 20225 December 20195 December
. 20258
Policy
Proxy Voting Policy Investments 3 years December 20252 December 20225 December
20285
Securities Lending Policy Financial; 3 years December 20252 December 20225 December
Investments 20258

i Reviews scheduled or rescheduled to begin and to end at the meeting when the current Policy Review Schedule is approved are assumed to have been completed

at that meeting, so that date is shown in this column, "Date of Last Governance Committee Comprehensive Review."

ii Initial review and discussion of the applicable policy occurs at the Board committee level on or about the date listed. Reviews may continue throughout one or

more subsequent meetings.

it Texas Gov’t Code § 2001.039 requires a comprehensive rule review every four years.

¥ The last review of the rules in Chapters 21-51 was completed on July 14, 2022. Subsequent Rule amendments and repeals recommended based upon this review.

V The Outreach Plan is required by statute to be reviewed and updated every five years. The plan provides for Communications to annually update the Board on

the implementation of the plan.

Vi Pension Services shall report on an annual basis regarding the outreach efforts including the number of notification letters sent and the number of accounts that
have refunded or rolled over as a result of the efforts.




TEACHER RETIREMENT SYSTEM OF TEXAS
POLICY REVIEW SCHEDULE
APPROVED BY THE GOVERNANCE COMMITTEE SEPTEMBER 18, 2026

BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW*
REVIEWS REVIEW!
ADMINISTRATIVE
Authorization to Approve and Financial; Legal 3 years April 2025 December 2018 April 2028
Sign Vouchers
Performance Incentive Pay Plan | Executive 1 year September 2026 September 2026 September 2027
Director; OE;
Legal
Investments; OE; September 2026 September 2026 September 2027
Legal
Resolution Regarding Correction | Executive 5 years September 2022 September 2012 September 2027
of Errors and Other Edits Director
Rules of the Board of Trustees — | Legal; Finance; 4 years' September 2026 December 2022 April 2030™
Rule Review, Chapters 21-51 Pension; Health
Litigation Policy Legal 3 years May 2024 May 2024 April 2027
Policy on Negotiated Executive 5 years July 2023 July 2023 July 2028
Rulemaking and Alternative Director; Legal
Dispute Resolution
Procurement Policy Legal 3 years July 2024 July 2024 July 2027



http://trshome/Legal/Public%20Library/Resolution%20Regarding%20Correction%20of%20Errors%20and%20Other%20Edits.pdf
http://trshome/Legal/Public%20Library/Resolution%20Regarding%20Correction%20of%20Errors%20and%20Other%20Edits.pdf

BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLicY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!
At Will Employment OE; Legal 10 years September 2023 September 2023 September 2033
Member Engagement Policy Communications | 4 years December 2024 December 2024 December 2028
Benefit Counseling Policy Pension 5 years September 2024 September 2024 September 2029
Member and Employer Outreach | Communications; | 5 years July 2026 July 2026 July 31
Plan’ Pension
Inactive Account Outreach Pension 4 years December 2021 December 2021 December 2029
Policy"
BOARD GOVERNANCE & ETHICS
Bylaws of the Board of Trustees | Legal 4 years September 2022 April 2025 September 2026
Board Training Policy Executive 4 years December 2022 December 2022 December 2026
Director; OE
Trustees External Communica- 5 years May 2024 May 2024 April 2029
Communication Policy tions
Trustee Ethics Policy and Legal 4 years December 2025 December 2021 December 2029
Position Description
Medical Board Policy Pension; Legal 3 years May 2024 May 2024 May 2027
TRS-Care Retirees Advisory Health; Legal 3 years May 2024 May 2024 May 2027

Committee Policy




BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!

Pension Funding Policy Executive 4 years December 2022 December 2019 September 2026

EMPLOYEE & VENDOR ETHICS
Designation of Key Employees Executive 2 years December 2025 December 2025 December 2027
Director

Employee Ethics Policy Legal 4 years December 2025 December 2025 December 2029

(Including Conflict of Interest

Disclosure Statement; Ethics

Compliance Statement for

Employees and Disciplinary

Action Disclosure Statement)

Code of Ethics for Contractors Legal 4 years April 2023 April 2023 April 2027

(Including Contractor Annual

Ethics Compliance Statement,

Expenditure Reporting

Memorandum and Form, and

Disclosure Statement for Brokers

and Financial Advisors and

Financial Providers)

INVESTMENTS

General Authority Resolution Financial, Legal; 2 years September 2025 September 2025 September 2027

(GAR) Investments

Investment Policy Statement Investments 2 years September 2025 June 2025 September 2027




BOARD POLICIES STAFF SPONSOR APPROXIMATE DATE OF LAST DATE OF LAST DATE TO
INTERVAL BETWEEN PoLICY COMMITTEE | AMENDMENT BEGIN NEXT
COMPREHENSIVE COMPREHENSIVE REVIEW!
REVIEWS REVIEW!

Commission Credit Investments 3 years December 2025 December 2015 December 2028

Policy

Proxy Voting Policy Investments 3 years December 2025 December 2025 December 2028

Securities Lending Policy Financial; 3 years December 2025 December 2025 December 2028

Investments

I Reviews scheduled or rescheduled to begin and to end at the meeting when the current Policy Review Schedule is approved are assumed to have been completed
at that meeting, so that date is shown in this column, "Date of Last Governance Committee Comprehensive Review."

i Initial review and discussion of the applicable policy occurs at the Board committee level on or about the date listed. Reviews may continue throughout one or

more subsequent meetings.

i Texas Gov’t Code § 2001.039 requires a comprehensive rule review every four years.

¥ The last review of the rules in Chapters 21-51 was completed on July 14, 2022. Subsequent Rule amendments and repeals recommended based upon this review.

V The Outreach Plan is required by statute to be reviewed and updated every five years. The plan provides for Communications to annually update the Board on

the implementation of the plan.

vi Pension Services shall report on an annual basis regarding the outreach efforts including the number of notification letters sent and the number of accounts that
have refunded or rolled over as a result of the efforts.
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Proposed Tuition Reimbursement Rule

Texas Government Code 656.048 requires state agencies to adopt

rules relating to tuition reimbursement. The rules are required to

Include:

Eligibility of the agency’s
employees for training

and education supported
by the agency.

9/17/2026

The executive head of the

agency must authorize a
tuition reimbursement.




Proposed Tuition Reimbursement Rule

Government Code 656.048

Section 656.048(a): “A state agency shall adopt (a) The Teacher Retirement System of Texas (TRS) may use
rules relating to: public funds to provide training and education for its

administrators and employees. The training or education
must be related to the duties or prospective duties of the

(1) The eligibility of the agency’s administrators and
employees for training and education supported administrator or employee.

by the a,ge”,cy" and - (b) TRS may only reimburse the tuition expenses ofan
(2) The obligations assumed by the administrators administrator or employee of the system who seeks

and employees on receiving the training and reimbursement if the administrator or employee
education.” successfully completes a training or education program

Section 656.048(b): “A state agency shall adopt offered by an accredited institution of higher education.

I ring that bef dministrat (c) Before an administrator or employee can be
AP (e[ linkis i setiolis) Gl el gEr el elr reimbursed, the executive director must authorize the

employee of the agency may be reimbursed under  oimpursement payment.

Section 656.047(b), the executive head of the (d) As pursuant to Subchapter D of Chapter 656,
agency must authorize the tuition reimbursement Government Code, TRS shall adopt a policy governing the
payment.” training of employees that provides clear and objective

guidelines to govern tuition reimbursement for an
administrator oremployee and address tuition
reimbursement for nontraditional training.



ﬁRS Page 1 of 12

TRS

TEAGHER RETIREMENT SYSTEM OF TEXAS

Legal & Compliance

Memorandum
DATE: Thursday September 17, 2026
TO: Policy Committee of the TRS Board of Trustees (“Governance Committee”)
FROM: Heather Traeger, General Counsel & Chief Compliance Officer

THROUGH:  Brian Guthrie, Executive Director

RE: Proposed Amendment: 34 Texas Administrative Code § 51.16

Requested Action

TRS Staff asks the Governance Committee to recommend that the Board of Trustees (“Board”)
authorize publication in the Texas Register of proposed TRS Rule § 51.16 relating to Tuition
Reimbursement.

Summary of Proposed Rule

Chapter 656 of the Government Code requires state agencies to adopt rules relating to the
eligibility of the agency’s employees for training and education supported by the agency and the
obligations assumed by the administrators and employees on receiving the training and
education. For years, TRS has had a Tuition Reimbursement and Assistance Program (“Program”)
and a Learning and Development Policy (“Policy”) to address Chapter 656 and other statutory
requirements, including eligibility requirements for employees, eligible expenses, the application
process, and the reimbursement process. TRS did not, however, adopt a rule. Upon further
recent review of the statute, TRS has concluded that it is prudent to have a rule. Accordingly,
TRS Staff recommends proposing TRS Rule § 51.16 to conform with the statutory requirements
under Government Code § 656.048.

The proposed rule, if authorized, will be published in the Texas Register. Public comment will be
open for at least 30 days before presentation to the Governance Committee and Board of
Trustees. The rule would be brought back to the Board for consideration of adoption, including
addressing any public comments, in December 2026.
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The proposed language of the rule is attached as Appendix A. The Current TRS Program is
attached as Appendix B. The Policy is attached as Appendix C.
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Appendix A
§51.16. TUITION REIMBURSEMENT

(a) The Teacher Retirement System of Texas (TRS) may use public funds to provide training and
education for its administrators and employees. The training or education must be related to the
duties or prospective duties of the administrator or employee.

(b) TRS may only reimburse the tuition expenses of an administrator or emplovee of the system
who seeks reimbursement if the administrator or employee successfully completes a training or
education program offered by an accredited institution of higher education.

(c) Before an administrator or employee can be reimbursed, the executive director must authorize
the reimbursement payment.

(d) As pursuant to Subchapter D of Chapter 656, Government Code, TRS shall adopt a policy
governing the training of employees that provides clear and objective guidelines to govern tuition
reimbursement for an administrator or employee and address tuition reimbursement for
nontraditional training.
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Appendix B

Tuition Reimbursement and Assistance Program

Purpose

To promote continuous learning and employee development through job-related education
by providing tuition reimbursement for college or university coursework.

Applies To
All TRS employees who:

e Have successfully completed the TRS probationary period prior to submitting
their application.

e Are not on correction action (NOTE: This may be waived if the course requested
is approved by the manager as an appropriate strategy for addressing a
performance issue).

Definitions

Accreditation: A process of certification used by educational institutions to assess
programs for quality assurance, competency, authority, and credibility.

Final Grade Report: A grade report issued by an educational institution that shows the
number of hours and title(s) of the course(s) in which the employee was enrolled, the
grade(s), and number of credit hours.

Paid Fee Receipt: An itemized receipt issued by an educational institution that shows the
total amount of tuition and required fees paid by the employee, including scholarships and
financial aid.

Probationary Status: The first six-month period worked at TRS as a “regular employee,”
or the six months following the most recent employment date for a rehired employee.

NOTE: Occasionally, these periods may be extended as provided in the Probationary
Employment policy. If the period is extended, probationary status as used in this policy
includes the extended period.

Regular Employees: Full-time and part-time salaried or hourly employees (excluding
temporary/seasonal employees and temporary contract workers).

Request Period: The time when TRS accepts tuition reimbursement requests for
coursework beginning in specified months. There are three request periods per fiscal year
(see the table below in the Application and Approval Process section).



file:///G:/Policy/Current%20OE%20Policy%20Word%20Docs/Tuition%20Reimbursement%20and%20Assistance%20Program.docx%23_Application_and_Approval
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Satisfactory Course Completion: A grade of “"B” or better, or “pass” for pass-fail
coursework.

Term: A semester, quarter, or other academic session established by an accredited
educational institution.

Policy

To the extent funds are available, TRS will reimburse preapproved tuition expenses and
required fees, up to a maximum of $3,000 per fiscal year, with no more than $1,500 per
request period, to employees who satisfactorily complete eligible coursework.

TRS'’s approval of education assistance is in no way a guarantee of employment,
reassignment, or promotion to any position within TRS. TRS approval for reimbursement is
not considered approval to attend class or complete required coursework during work hours.
When possible, classes should be scheduled outside of work hours. Class attendance during
the employee’s work hours must be approved by the employee’s manager and must be
taken in accordance with the Leave and Flexible Scheduling policies.

Authorization for tuition reimbursement is limited to courses taken in a single request
period. Reimbursement for coursework taken in subsequent request periods must be applied
for and approved separately.

Eligibility Requirements

Coursework must be of at least one term’s duration and eligible for undergraduate or
graduate college credit. Coursework must be taken through an accredited educational
institution through instructor-led or online delivery methods and must either be:

e Directly related to improving the employee’s knowledge needed and skills
required for the employee’s current or prospective job responsibilities at TRS; or

e Required for a degree that is applicable to the employee’s current or prospective
job responsibilities.

Employees have the responsibility to confirm the credentials of the educational institution
prior to requesting approval for tuition reimbursement.

Eligible Expenses and Funding

The Tuition Reimbursement Program is administered through the Organizational Excellence
(OE) department, which budgets funds based on projected need and financial
considerations. There may be times when funds are insufficient to fully meet all requests for
reimbursement received during a particular agency budget cycle.

If funds later become available, all requests that were previously denied for lack of funds
will be reconsidered and the newly available funds will be allocated according to the order in
which the requests were originally received.
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NOTE: Individual departments do not budget funds for educational assistance.

Only tuition and required fees are eligible for reimbursement. The following expenses are
not eligible for reimbursement:

e Application and graduation fees

e Transcript fees

e Fees for dropped classes

e Transportation costs

e Courses taken on an audit basis

e Books, parking, and other incidental expenses

¢ Reimbursements paid through other sources (e.g., G.I. Bill, grants or
scholarships)

Application and Acknowledgment Process

To apply, employees fill out the Tuition Reimbursement Program Form (TRS 65), located on
the TRS intranet, then forward the form to their manager for approval. Once both employee
and manager have completed their portions of the form, the employee forwards the form
with supporting documentation to OE for review. Required documentation includes the
following:

e Statement of tuition charges and required fees

e Paid fee receipt

e Catalog course description of course(s) requested for tuition reimbursement
e WO for institution (if requested)

OE reviews the form along with the supporting documentation and emails the employee of
approval or denial.

Tuition reimbursement requests are approved on a first-come, first-served basis during the
following three request periods per fiscal year.

TRS Begins Accepting TRS Ceases Accepting
For Courses Starting in: Requests on the First Requests on the Last
Working Day of: Working Day of:

Request

Period

) August, September,
1 - Fall October, November July November
. December, January, .
2 - Spring February, March, April November April
3- Summer May, June, July April July

Once all funds have been allocated, no new requests will be approved.
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Reimbursement Process

Upon successful completion of the course(s) with a grade of “B” or better, the employee
submits a final grade report (within 60 calendar days of course completion) to OE for review
and approval for payment. If approved, OE forwards the tuition reimbursement form, official
grade report and supporting documentation to the executive director for review and
approval. If approved, the Executive Director returns the approved form and supporting
documentation to OE. OE forwards the approved form and supporting documentation to the
Payable team for processing.

Should an employee receive a grade of “incomplete,” the course must be satisfactorily
completed by the end of the next term to be eligible for reimbursement consideration.

Reimbursement is contingent upon continued satisfactory job performance.

Reimbursement will occur only if the employee is still employed by TRS, has not submitted
notice of resignation, and has an intent to remain an employee of TRS.

Courses Taken at Agency Request

Due to high-priority business or skill needs, TRS senior management may request an
employee to complete a specific course, series of courses, or degree program at agency
request. Under these circumstances, the following applies:

e Limitations regarding reimbursement request periods and maximum reimbursement
amounts are waived;

e All expenses to the employee related to completing the requested course, series of
courses, or degree program shall be reimbursed, including:

= travel costs
= examinations and administrative fees

= textbooks and other course materials (NOTE: Any books or materials paid for by
TRS become the property of the agency).

e Courses designated to be taken at agency request must be approved by the
respective division director, Chief Organizational Excellence Officer, and Executive
Director.

Tax Treatment

Tax treatment of reimbursement is determined by applicable IRS laws, regulations, and
interpretation at the time reimbursement is made and is subject to change.

Employees requesting education assistance are responsible for any tax consequences that
result from the educational benefit received.
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Appendix C

Learning and Development Policy

Purpose

To enhance employee effectiveness in fulfilling the mission of TRS and to achieve
organizational continuity and development.

Applies To

e All TRS employees
¢ Non-TRS workers who may need to complete training required for certain jobs

Definitions

Compliance Training: Training required by federal or state laws or regulations, Texas
Administrative Code or TRS policies.

Non-TRS worker: An individual who provides services to TRS but is not a TRS employee
and for whom TRS is not the employer of record. The three types of non-TRS workers are
contract workers, unpaid interns and volunteers.

General Statement

Employees are generally responsible for their own learning and development and the
maintenance of job-required certifications.

At the discretion and with the approval of the employee’s manager, each TRS employee is
eligible to participate in learning and development activities that are related to their current
duties or prospective duties.

TRS provides a wide range of learning and development opportunities to improve individual
and organizational effectiveness and to fulfill legal and regulatory compliance standards.
Training opportunities may include new employee onboarding, training required for some
non-TRS workers, on-the-job training, onsite and virtual classroom training, self-study
resources including those online, external training programs, training available through
other state agencies and the TRS Tuition Reimbursement and Assistance Program (see the
Tuition Reimbursement and Assistance Program policy).

Employee participation in learning and development activities involving a fee is contingent
on the availability of budgeted funds and managerial approval.

Time spent participating in authorized or required learning and development activities
directly related to current duties is considered time worked. Employees who receive
approval to participate in learning and development activities unrelated to their current job



ﬁRS Page 9 of 12

duties may be required to use annual (vacation) or compensatory leave to attend the
activities.

TRS'’s approval of participation in learning and development activities should in no way be
considered a contract of employment, continued employment or a guarantee of
reassignment or promotion to any position within TRS for any length of time, including the
duration of the training.

Special Restrictions

Generally, TRS does not approve long-term learning and development activities of three or
more months during which an employee is paid but does not perform regular duties because
of learning and development. Any exception requires compliance with applicable state law,
the written approval of the executive director and compliance with the following Special
Restrictions required by Government Code 656.103.

In the event of such an exception, the employee must agree in writing before the learning
and development begins to:

e work for TRS following the learning and development for at least one month for
each month the training lasted; or

e reimburse TRS for all costs associated with the learning and development,
including any paid salary not accounted for as paid vacation or compensatory
leave.

The TRS Board of Trustees has the authority to waive the above requirements under certain
circumstances and release the TRS employee from the obligation to meet those
requirements.

Compliance Training

All new employees are required to complete compliance training on specific topics, and all
TRS employees are required to periodically complete refresher or supplemental compliance
training on specific topics. Additional compliance training may be required of some
employees, depending on their job responsibilities. An employee may also be required to
participate in compliance training activities as a condition of employment or continued
employment.

Organizational Excellence (OE) will notify the employee’s manager if an employee fails to
complete required compliance training.

Upon notice by OE that an employee has not completed compliance training, managers are
responsible for working with the employee to ensure compliance training is completed.

Trainers, whether managers or internal subject-matter experts, are responsible for
coordinating with OE whenever compliance training is provided to employees so the
compliance training will be documented in employee training records by OE. Trainers will
coordinate with OE to ensure attendance is recorded.
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Internal subject-matter experts are responsible for coordinating with OE whenever the
subject-matter experts develop compliance training so that it may be reviewed and
approved by OE.

Compliance Training Chart

Note: This is not an all-inclusive list and may be subject to changes.

Required Training
Employment Discrimination and

Sexual Harassment training for State

Employees

Ethics Awareness

Fraud, Waste and Abuse Prevention

Health Insurance Portability and
Accountability Act (HIPAA)

Information Security Awareness

Records and Information
Management

Personal Trading Policy

Corrective Action

Policy Referenced
Equal Employment Opportunity

Prohibiting Workplace Harassment and

Discrimination

Workplace Accommodations
HIV and AIDS in the Workplace
Employee Ethics Policy

Fraud, Waste, and Abuse

HIPAA Privacy Rule Policies and
Procedures

HIPAA Security Rule Policies and
Procedures

Information Security Manual
Information Security Policy
Mobile Device Policy

Records Management Program

Personal Trading Policy

Frequency
New employees within 30 days of hire date
Refresher for all employees every two years

New employees and non-TRS workers within 30
days of hire date

Refresher for all employees and non-TRS workers
every year

New employees within 30 days of hire date
Refresher for all employees and non-TRS workers
every two years

New employees within 30 days of hire date

Employees and non-TRS workers who regularly
handle Protected Health Information (PHI)
receive additional training in their business unit
as necessary to carry out their job functions

When there is a material change in policy or
procedure

Refresher for all employees and non-TRS workers
every year

New employees within 30 days of hire date

Ongoing Information Security education program
for all users is required by TAC 202.27. TRS
updates the Information Security Plan annually
and provides training as needed

Refresher for all employees every year

New employees within 30 days of hire date

Refresher for all employees and non-TRS workers
every year

New employees within 30 days of hire date

Covered Persons periodically thereafter as
determined by the executive director

Refresher for all employees and non-TRS workers
every year

Employees who fail to satisfactorily complete required compliance training may be subject
to corrective action, up to and including termination.
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Internal Learning and Development Options

Internal Training Classes. OE coordinates internal training activities in a variety of
general business topics. Classes are offered as needed based on periodic assessment of
TRS'’s training needs and the availability of instructors, materials and budget.

Self-Study Resources. OE maintains a library of books on a variety of topics that are
available for employees to check out. Employees may use these for a limited time and are
responsible for returning borrowed items in good condition. If items are returned damaged,
the employee must reimburse TRS.

External Training Options

Each employee is granted access to LinkedIn Learning, an online platform with video
courses on thousands of topics.

If a learning and development need cannot be met through internal options and funds are
available, at the discretion of the employee’s manager OE will assist in identifying an
appropriate learning strategy by researching and recommending appropriate external
resources. These may include online learning and development options, learning and
development offered by other state agencies, or training provided by a vendor either at TRS
or offsite.

Programs involving travel are contingent upon available budgeted funds and should be
approved only when comparable learning and development is not available locally, as
determined by the manager.

Employees who register for external learning and development activities are considered to
have made a commitment to attend. An employee who fails to attend without a valid
reason, as determined by TRS, must reimburse TRS for any expenses incurred. It is the
registered employee’s responsibility to notify OE and Accounts Payable in writing when a
cancellation becomes necessary. An employee who leaves TRS employment before
completing a learning and development program may be requested to reimburse the agency
for any cost incurred related to the program.

Additionally, employees may be required to commit to remain employed with TRS for a
certain period after conclusion of some training or certification opportunities or reimburse
TRS for the training or certifications. More information will be available when the training or
certification request is submitted.

Professional Certifications

At the discretion of OE and executive management, if funding is available in the division or
department, TRS may provide financial assistance to employees working to attain or
maintain professional certification.
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Employees may be required to commit to remain employed with TRS for a certain period
after conclusion of some training or certification opportunities or reimburse TRS for the
training or certifications. More information will be available when the training or certification
request is submitted.

Employees interested in requesting approval for funding to obtain or maintain a professional
certification should contact their manager.
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2026 Rule Review Implementation

* TRS completed its four-year rule review on Jul. 23, 2026. The adopted
rule review was published in the Texas Register on Aug. 7, 2026.

* Based on rule review, staff recommends TRS proceed with 54 proposed
amended rules and repeals in the following chapters of TRS Rules.

(o BVA Ch.25 | Ch.27 [ Ch.29 | Ch.31 & B<i:l8 Ch.43 | Ch.47
1 8 1 1 8 1 33 1

[ = Entire chapter recommended for repeal

* The proposed amendments and repeals are minor,
nonsubstantive changes necessary to:

* Remove obsolete provisions or rules;
e Correct typographical errors;

* Update references.

8/31/2026



Rule Review Implementation: Next Steps

8/31/2026

1. Publish proposed amendments and repeals in Texas Register for
public comment.

2. TRS staff review and consider public comments, if any, and
present proposed rules for adoption to the Governance
Committee at December 2026 meeting

3. TRS Board of Trustees approves adoption of proposed
amendments and repeals, and the adopted rules are published in
the Texas Register

4. TRS staff presents next set of proposed rule review
implementation rule proposals to Governance Committee at the
April 2027 meeting.
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DATE:

TO:

FROM:

COPY:

RE:

Memorandum

Sept. 17, 2026

Governance Committee of the Board of Trustees (“Governance Committee”)
Heather Traeger, General Counsel & Chief Compliance Officer

Brian Guthrie, Executive Director

Proposed Amended Rules: TRS Rules §§ 25.24, 25.66, 25.75, 25.82, 27.8, 31.2, 31.3,
31.12,31.13, 31.15, 31.18, 31.19, 43.1, 43.2, 43.3, 43.5, and 43.106.

Proposed Repealed Rules: TRS Rules §§ 21.1, 25.34, 25.84, 25.86, 25.163, 29.63,
31.16, 39.1, 43.201, 43.202, 43.203, 43.204, 43.205, 43.206, 43.207, 43.208, 43.209,
43.210, 43.211, 43.212, 43.213, 43.214, 43.215, 43.216, 43.217, 43.218, 43.219,
43.220, 43.221, 43.222, 43.223,43.224, 43.225, 43.226, 43.227, 43.228, and 47.16.

Requested Action

TRS Staff asks the Governance Committee to authorize publication in the Texas Register of the
following proposed amendments to the following rules:

TRS Rules §§ 25.24, 25.66, 25.75, 25.82, 27.8, 31.2, 31.3, 31.12, 31.13, 31.15, 31.18,
31.19, 43.1, 43.2, 43.3, 43.5, and 43.106.

In addition, TRS Staff asks the Governance Committee to authorize publication in the Texas

Register of the proposed repeal of the following rules:

TRS Rules §§ 21.1, 25.34, 25.84, 25.86, 25.163, 29.63, 31.16, 39.1, 43.201, 43.202,
43.203, 43.204, 43.205, 43.206, 43.207, 43.208, 43.209, 43.210, 43.211, 43.212, 43.213,
43.214,43.215, 43.216, 43.217, 43.218, 43.219, 43.220, 43.221, 43.222, 43.223, 43.224,
43.225, 43.226, 43.227, 43.228, and 47.16.
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A complete description of the proposed amended and repealed rules can be found in the
attached Appendix A.

Background and Reasons for Proposed Amended and Repealed Rules

The TRS Board of Trustees approved TRS’ adopted four-year rule review at the board’s July 16,
2026 meeting, and TRS’ adopted rule review was published in the Texas Register on Aug. 7, 2026.
In that adopted rule review, TRS determined that 94 current TRS rules should either be repealed
or readopted with changes.

The proposed amended and repealed rules listed are based on the adopted rule review and
include 54 of 94 rules recommended for amendment or repeal during the review. The 17
proposed amended rules only include minor editorial changes or updates, such as the correction
of typos, deletion of outdated provisions, or updating TRS’ street address. The 37 proposed
repealed rules include rules that are obsolete or unnecessary.

As stated, a complete description of the proposed amended and repealed rules can be found in
the attached Appendix A. Redline versions of the proposed amended and repealed rules can be
found in Appendix B, and clean versions of the proposed amended rules can be found in Appendix
C.

Conclusion

If the Governance Committee authorizes publication, the proposed amended rules will be
published in the Texas Register for public comment for at least 30 days before presentation to
the Governance Committee and TRS Board of Trustees for final adoption.
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Proposed Amended Rules

§25.24 Performance Pay Delete references to how performance pay was
credited in the 2011-2012 school year and before.
Remove subsection (b) as it only partially lists the
requirements for what a total compensation plan
must provide under Gov’t. Code § 822.201 and the
requirements already exist in statute.
§25.66 Application for Military Update TRS’ street address.
Credit
§25.75 Application for Eligible Update TRS’ street address.
Active Military Duty under
the Uniformed Services
Employment and Re-
Employment Rights Act
§25.82 Cost Delete subsections (g) & (h) as these subsections
relate to a cost for out-of-state service credit that
has not been available since Aug. 31, 2013.
§27.8 Reinstatement of Subsection (a) is no longer necessary as the election
Membership and Service period is over, and this subsection is not necessary
Credit by ORP Participants to administer the reinstatement language of
subsection (b).
§31.2 Monthly Certified Statement | Subparagraph (e)(2)(D) can be deleted because it
references the EAR exception in Gov't. Code
§824.6021 that expired on Feb. 1, 2025. Also, there
is a minor typo in paragraph (d)(4) ("pat" instead of
"past")
§31.3 Return-to-Work Employer Paragraph (b)(5) can be deleted because it
Pension Surcharge references the EAR exception in Gov't. Code
§824.6021 that expired on Feb. 1, 2025.
831.12 | Substitute Service Remove the "in-class monitoring" definition of
substitute as this was an exception created during
COVID when remote learning was common. This
exception is no longer used.
§31.13 One-half Time Employment | Correct the typographical error in subsection (e)
§31.15 Tutors under Education Correct the typographical errors in subsection (b)
Code §33.913
§31.18 Combining EAR Exceptions | Remove references to the former EAR exception

under Gov't. Code § 824.6021 as that statute expired
on Feb. 1, 2025.
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831.19

Combining EAR Exceptions
and Employer Surcharges

Remove references to the former EAR exception
under Gov't. Code § 824.6021 as that statute expired
on Feb. 1, 2025.

843.1

Applicability

Remove reference in subsection (c) to ALJ's not
employed by SOAH because TRS does not contract
with independent ALJs and is repealing Subchapter
C, which governs those hearings.

843.2

Definitions

Remove reference in paragraph (1) to ALJ's not
employed by SOAH because TRS does not contract
with independent ALJs and is repealing Subchapter
C, which governs those hearings.

843.3

Filing of Documents

Delete subsection (c) as it references ALJ's not
employed by SOAH. TRS does not contract with
independent ALJs and is repealing Subchapter C,
which governs those hearings. Update TRS street
address.

843.5

Extensions

Delete subsection (e) and amend subsection (f) as
they reference ALJ's not employed by SOAH. TRS
does not contract with independent ALJs and is
repealing Subchapter C, which governs those
hearings.

843.106

Authority to Grant Relief

Amend subsection (b) as it references ALJ's not
employed by SOAH. TRS does not contract with
independent ALJs and is repealing Subchapter C,
which governs those kinds of hearings.

Proposed Repealed Rules

821.1

Statement of Policy

This rule has no substantive requirements and is not
necessary. As this is the only rule in Chapter 21, the
chapter will also be repealed.

§25.34

Membership Waiting Period

This rule is a remnant of the previous iteration of the
rule that explained how to administer member
reporting during the 90-day waiting period that only
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existed from 9/1/2003 to 8/31/2005. The relevant
provision now simply provides that employers must
pay employer contributions during an employee's
first 90 days and TRS has other rules that address
this point.

§25.84

Crediting Fees

The requirement supporting this rule was removed
from Gov't. Code § 825.308 in 2005; moreover, the
cost for out-of-state service no longer includes fees.

§25.86

Computing Average
Compensation

Recommending repeal as it is redundant with Gov't.
Code 823.401(g).

§25.163

Service Credit Purchase

Rule 25.163 is an unnecessary rule that relates to a
type of service credit purchase that has not been
available since 2006.

§29.63

Deadline for Purchase of
Special Service Credit

Rule 29.63 contains a deadline for service credit
purchases by members who elected DROP and
states the service credit must be purchased before
DROP is elected (with some exceptions). As no one
has been able to elect DROP since 2005, a rule
containing this deadline is no longer necessary. Rule
29.63(b) also contains a 12/31/01 deadline for
service credit purchases by certain DROP
participants, which has passed.

831.16

Federally-funded COVID-19
Personnel

The underlying statute for this rule (Gov't. Code
§824.6021) expired on Feb. 1, 2025.

§39.1

Establishment of Date of Birth

This rule only provides a non-exclusive list that does
not require a rule for TRS to implement. As this is
the only rule in Chapter 39, the chapter will be
repealed as well.

843.201

Applicability

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.202

Form of Pleadings

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
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SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.203

Filing of Pleadings and
Amendments

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.204

Briefs

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appealin lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

8§43.205

Motions

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.206

Discovery

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.207

Notice of Hearing and Other
Action

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appealin lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.208

Agreements to be in Writing

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

8§43.209

Motion for Consolidation

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.210

Additional Parties

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.
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843.211

Appearance and
Representation

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.212

Lead Counsel

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

8§43.213

Powers of the Administrative
Law Judge

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.214

Prehearing Conference and
Orders

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.215

Conduct of Hearing

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.216

General Admissibility

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appealin lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.217

Exhibits

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.218

Pre-filed Direct Testimony in
Disability Appeal Proceedings

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.219

Limit on Number of
Witnesses

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
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SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.220

Failure to Appear

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.221

Conduct and Decorum at
Hearing

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appealin lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

8§43.222

Official Notice

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.223

Recording of the Hearing;
Certified Language Interpreter

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.224

Dismissal without Hearing

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appealin lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.225

Summary Disposition

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.226

The Record

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

843.227

Findings of Fact

Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.
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843.228 | Reopening of Hearing Gov't. Code § 825.115(c) authorizes TRS to
contract with an ALJ or hearing examiner for a TRS
pension appeal in lieu of sending the matter to
SOAH. TRS does not use this process, and this rule
only pertains to this option.

8§47.16 | Effective Date of TRS Review | This rule only pertains to QDROs received prior to
of Orders 1989 that have not yet been reviewed. TRS is aware
of no remaining applications of this rule.
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TITLE 34. PUBLIC FINANCE
PART 3. TEACHER RETIREMENT SYSTEM OF TEXAS

CHAPTER 21. PURPOSE AND SCOPE [REPEAL]

§21.1. Statement of Policy. [REPEAL]
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER B. COMPENSATION

§25.24. Performance Pay.

(a) Annual compensation includes performance pay earned under a total
compensation plan specifically approved by vote of the governing board of an
employer. Such approval must be reflected in the minutes of the governing board. Any
employer reporting to the retirement system is considered a school district for the
purposes of this section.

(b) [te}] Performance pay is compensation for service as an employee in a Texas public
educational institution that is paid under a valid employment agreement based upon a

performance standard published in written documents adopted by the employer. The
performance standard may be based on evaluations or goal achievement of the
individual employee or of the group in which the individual belongs. Beginning on the
first day of the 2011-2012 school year and thereafter, specific amounts of performance
pay will be credited to the year in which the performance pay is paid. [Forschootyears

(c) [tety] An employer shall certify each year to the retirement system, by a date specified
by the system on a form prescribed by TRS, whether it is providing performance pay
under this section. A district that has properly made this certification shall report all
qualifying performance pay as compensation and make appropriate deductions for
member contributions unless the retirement system advises the employer that such
pay does not qualify as performance pay under this rule. Employer shall maintain
records that show it provides such pay for a period not less than 7 years after such pay
is reported to the retirement system.

(d) [fe}] Beginning on the first day of the 2011-2012 school year and thereafter,
performance pay earned during the school year in which the member retires or any
previous school year and paid after the member has begun receiving retirement
benefits is not creditable by TRS and will not be used in any benefit calculation. [For
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§25.34. Membership Waiting Period. [REPEAL]
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER E. MILITARY SERVICE

§25.66. Application for Military Credit.

Members desiring to make deposits for military credit should request in writing to be
billed for the cost of the credit. Requests should be addressed to Teacher Retirement
System of Texas, PO Box 149676, Austin, Texas 78714-0185 [1066RedRiverStreet;
Atstin; Texas78761-2698]. Included with the request should be a certified or legible
unaltered copy or copies of the member's military service record showing the dates and
nature of the member's active duty. The system may require the member to make
available to it such other evidence as may be required to establish the member's
eligibility for service credit and the amount of deposits due. When the system
determines the duty eligible for credit, it shall bill members for the total amounts of
deposits and fees due for the credit at the last address of the member of which the
system has record. The member must return the bill to the system with the total
amount due for the military duty credit or with an installment payment agreement and
all subsequent installment payments due. Deposits for military duty credit will not be
accepted after date of death, except to the extent permitted under the laws and rules
governing installment payments, or date of service retirement of a member.
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER F. VETERAN'S (USERRA) SERVICE CREDIT

§25.75. Application for Eligible Active Military Duty under the Uniformed Services
Employment and Re-Employment Rights Act.

Members desiring to make deposits for service or compensation credit for eligible
military duty under the Uniformed Services Employment and Re-Employment Rights Act
(USERRA) should request in writing to be billed for the cost of the credit. Requests
should be addressed to Teacher Retirement System of Texas, PO Box 149676, Austin,
Texas 78714-0185 [16806RedRiverStreet; Austin, Texas 78761-2698]. Included with the
request should be a certified or legible unaltered copy or copies of the member's
military service record showing the dates and nature of the member's military duty. Also
included with the request should be a certification of the date of the member's
application for reemployment with a Teacher Retirement System of Texas (TRS) covered
employer or other proof of the date of employment with a TRS covered employer. The
system may also require the member to make available to it such other evidence as
may be required to establish the member's eligibility under the USERRA and §25.71 of
this title (relating to Service Credit for Eligible Active Military Duty under the Uniformed
Services Employment and Re-Employment Rights Act) for service credit and the amount
of the deposits due. When the system determines the duty is eligible for credit, it shall
bill the member for the total amounts of deposits and fees due for the credit at the last
address of the member of which the system has record. The member must return the
bill to the system with the total amount due for the eligible credit or with an installment
payment agreement and all subsequent installment payments due. Deposits for
military duty eligible for credit under the USERRA and §25.71 of this title must be made
no later than five years after the date of re-employment or application for re-
employment, subject to any additional period available under USERRA.
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER G. PURCHASE OF CREDIT FOR OUT-OF-STATE SERVICE

§25.82. Cost.

re] cost of
establishing out-of-state service credit is the actuarial cost, as determined by TRS, of
the additional standard annuity retirement benefits that would be attributable to the
out-of-state service credit purchased under this section.

(b) To calculate the actuarial cost, TRS will use the cost factors and method described
in 825.302 of this title (relating to Calculation of Actuarial Cost).

(c) The purchase cost described in this section assumes a lump-sum deposit will be
made. If deposits are made under an installment agreement, a non-refundable

installment fee of 9% applies.

(d) No credit will be applied to the cost of a year of out-of-state service credit for any
TRS contributions made in the same school year.

(e) The date of first eligibility to purchase credit for any year of out-of-state service shall
be the latest of the following dates:

(1) the date the member received 5 years' credit for service in the public schools of
Texas;

(2) the date state law made the out-of-state service available for TRS service credit;

(3) the date in which the member qualified to deposit payment for each year of out-
of-state service under the one for two rule in effect until March 20, 1975;

(4) the date the member completed one year of creditable service in the public
schools of Texas after relevant out-of-state service.

(f) No deposits for out-of-state service credit may be made before the member
accumulates 5 years of credit for service in the public schools of Texas.
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§25.84. Crediting Fees. [REPEAL]
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§25.86. Computing Average Compensation. [REPEAL]

[N
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER G. PURCHASE OF CREDIT FOR OUT-OF-STATE SERVICE

§25.163. Service Credit Purchase. [REPEAL]
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CHAPTER 27. TERMINATION OF MEMBERSHIP AND REFUNDS

§27.8. Reinstatement of Membership and Service Credit by ORP Participants.

(a) [fb}] ORP participants who elected to return to TRS membership between September
1, 1979, and September 1, 1980, [urterstubsection{ajofthissection;] are eligible to
reinstate all previously held TRS credit, except student employment credit, under the
provisions of this section only. Reinstatement may occur at any time after resumption
of membership in TRS. All eligible credit must be reinstated at one time. If the member's
account was withdrawn, the member must pay the accumulated contributions plus a
reinstatement fee of 10% per year of the amount due compounded annually from the
date of withdrawal to the date of repayment. Reinstatement fees will be credited to the
state contribution account. Credit will be reinstated upon application by the member
on a form prescribed by TRS and the deposit of all required payments. No credit may be
established for service in public education while an ORP participant.

(b) [te}] Former ORP participants who return or have returned to TRS membership in the

retirement system other than by an election under this section must make
reinstatement under §27.6 of this title (relating to Reinstatement of an Account).
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CHAPTER 29. BENEFITS
SUBCHAPTER E. DEFERRED RETIREMENT OPTION PLAN

§29.63. Deadline for Purchase of Special Service Credit. [REPEAL]
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CHAPTER 31. EMPLOYMENT AFTER RETIREMENT
SUBCHAPTER A. GENERAL PROVISIONS AND PROCEDURES

§31.2. Monthly Certified Statement.

(a) In accordance with the requirements of Government Code § 824.6022, an employer shall
submit to TRS a monthly certified statement of employment for all retirees employed by the
employer during each month of a school year.

(b) Employers must submit the monthly certified statement and all required employer
surcharges under 831.3 of this title (relating to Return-to-Work Employer Pension Surcharges)
for each report month from September through July before the eleventh day of the month
following the applicable report month. For the monthly certified statement for the report month
of August, the employer shall submit the monthly certified statement and all required employer
surcharges before the seventh day of September.

(c) If the due date for submission of a monthly certified statement and required employer
surcharges under subsection (b) of this section falls on a weekend or federal holiday, an
employer shall submit the monthly certified statement and required employer surcharges on
the last business day prior to the due date.
(d) An employer that fails to timely submit a monthly certified statement and all required
employer surcharges must also pay all applicable interest and late fees provided in
subsections (f) and (g) of this section.
(e) A monthly certified statement is not considered submitted to TRS until it is completed. To be
complete, the monthly certified statement must include all the following information regarding
aretiree employed by the employer during the report month:

(1) the number of hours and days worked by the retiree;

(2) whether the retiree's employment qualifies as one or more of the following types:

(A) substitute employment;

(B) one-half time or less employment;

(C) employment as a tutor under Section 33.913 of the Education Code;

(D) [{E}] full-time employment;
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(E) [tF}] trial employment of a disability retiree for up to three months; or

(F) [f6)] any combination of these types;

(3) the amount of gross compensation paid to the retiree during the report month;

(4) the total amount due under §41.4 of this title (relating to Employer Health Benefit
Surcharge); and

(5) any other information requested by TRS to administer this chapter.

(f) Employers that fail to timely submit a monthly certified statement, any required employer
surcharges, or interest on unpaid amounts as required in this section shall pay to TRS the late
fee established in this subsection for each business day that the monthly certified statement is
past due. The late fees required to be paid are as follows:

(1) For employers with fewer than 100 employees, the late fee for the first business day the
monthly certified statement is past due is $100. For each subsequent business day that the
monthly certified statement is past due, the employer shall pay an additional $10.

(2) For employers with at least 100 employees but no more than 500 employees, the late fee
for the first business day the monthly certified statement is past due is $250. For each
subsequent business day that the monthly certified statement is past due, the employer shall
pay an additional $25.

(3) For employers with more than 500 employees but no more than 1,000 employees, the
late fee for the first business day the report or documentation is past due is $500. For each
subsequent business day that the monthly certified statement is past due, the employer shall
pay an additional $50.

(4) For employers with more than 1,000 employees, the late fee for the first business day the
monthly certified statement is past due is $1,000. For each subsequent business day that the
monthly certified statement is past [pat] due, the employer shall pay an additional $100.

(g) In determining the number of employees for purposes of assessing the late fee in subsection
(f) of this section, TRS shall base the fee on the number of employees reflected on the
employer's monthly certified statement for May of the preceding school year. New employers
will pay late fees for the first school year as provided in subsection (f)(1) of this section.
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§31.3. Return-to-Work Employer Pension Surcharge.

(a) For each report month a retiree is employed by an employer for more than 92 hoursin a
calendar month and that retiree is not exempt from surcharge under subsection (b) of this
section, the employer shall pay to TRS a surcharge based on the compensation paid to the
retiree during that report month. The criteria used to determine if a retiree is working more than
92 hours in a calendar month are the same as the criteria for determining one-half time
employment under §31.13 of this title (relating to One-half Time Employment) even if the
retiree's employment also qualifies for an exception under §31.14 of this title (relating to Full-
time Employment after 12 Consecutive Month Break in Service), or 831.15 of this title (relating
to Tutors under Education Code §833.913).

(b) Employers are not required to submit employer surcharges based on the employment of a
retiree during a calendar month if:

(1) the retiree works 92 hours or less during the applicable report month;

(2) the retiree retired prior to September 1, 2005;

(3) the retiree is employed solely as a substitute and that employment meets all the
requirements §31.12 of this title (relating to Substitute Service) even if the retiree's substitute
employment also qualifies for another exception under Subchapter B of this chapter (relating to

Employment After Retirement Exceptions); or

(4) the retiree is employed in multiple positions during the calendar month and does not
exceed the limits for such combined employment under §31.19 of this title (relating to

Combining EAR Exceptions and Employer Surcharges).[;or

(c) The amount of the employer surcharge that an employer must contribute to TRS for each
retiree subject to surcharge under this section is equal to the sum of the compensation paid to
the retiree during the report month multiplied by the member contribution rate in effect for the
report month plus the compensation paid to the retiree during the report month multiplied by
the state contribution rate in effect for that report month.

(d) If aretiree is employed concurrently in more than one position, the employer surcharge is
owed if the combined employment exceeds the monthly limits described by §31.19 of this title.
If the employment is with more than one employer, the employer surcharge is owed by each
employer.
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CHAPTER 31. EMPLOYMENT AFTER RETIREMENT
SUBCHAPTER B. EMPLOYMENT AFTER RETIREMENT EXCEPTIONS

§31.12. Substitute Service.

(a) In this section, "substitute' means a retiree employed by a Texas public educational
institution and paid no more than the daily rate of pay for substitutes as set by the employer to
work:

(1) on a temporary basis in the place of a current employee(s); or

(2) in a vacant position for no more than 20 days if the retiree was not the last person to hold
the vacant position and the retiree has not previously been employed in that vacant position

during the same school year.[;or

(b) A retiree may be employed in a month solely as a substitute in a public educational
institution without forfeiting the annuity payment for that month.

(c) Aretiree who reports for duty as a daily substitute during any day and works any portion of
that day shall be considered to have worked one day.

(d) A disability retiree may not be employed as a substitute under this section for more than 90
days in a school year. A disability retiree who works more than 90 days in a substitute position
shall forfeit the disability retiree's annuity for the month during which the disability retiree
exceeded 90 days and in each subsequent month during the same school year that the
disability retiree is employed by a Texas public educational institution.
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§31.13. One-half Time Employment.

(a) Aretiree may be employed by a Texas public educational institution in any position, other
than as a substitute, on as much as a one-half time basis without forfeiting annuity payments
for the applicable months of employment. In this section, one-half time basis means no more
than 92 hours in a calendar month. The total number of hours allowed for that month may be
worked in any arrangement or schedule.

(b) Paid time-off, including sick leave, vacation leave, administrative leave, and compensatory
time for overtime worked, is employment for purposes of this section and must be included in
determining the total amount of time worked in a calendar month and reported to TRS as
employment for the calendar month in which it is taken.

(c) For the purpose of this section, employment as an instructor for actual course or lab
instruction with an institution of higher education (including community and junior colleges and
online coursework) in classes taken by students for college credit or classes that are taken to
prepare students for college level work shall be counted as a minimum of two clock hours for
each clock hour of instruction or time in the classroom or lab in order to reflect instructional
time as well as preparation, grading, and other time typically associated with one hour of
instruction. If the employer has established a greater amount of preparation time for each hour
in the classroom or lab, the employer's established standard will be used to determine the
number of courses or labs a retiree may teach under the exception to loss of annuity provided
by this section. The equivalent clock hours computed under this subsection must be equal to or
less than the number of work hours authorized in subsection (a) of this section for the retiree to
be considered as working on a one-half time basis.

(d) Employment as an instructor of continuing education, adult education, or classes offered to
employers or businesses for employee training, that is not measured or expressed in terms of
the number of courses; semester or course hours/credits; or instructional units or other units of
time rather than clock hours and for which the students or participants do not receive college
credit, must be counted based on the number of clock hours worked.

(e) A disability retiree may not be employed on as much as a one-half time basis under this
section for more than 90 days in a school year. A disability retiree who works more than 90 days
on as much as one-half time basis under this section shall forfeit the disability retiree's annuity
for the month during which the disability retiree exceeded 90 days and in each subsequent
month during the same school year that the disability retiree is employed by a Texas public
educational institution.

(f) For the purposes of calculating the number of days worked by a disability retiree has worked

during a school year under this section, working any part of a day counts as working the entire
day.
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§31.15. Tutors under Education Code §33.913.

(a) Except as provided by 831.18 of this title (relating to Combining EAR Exceptions) and
subsection (b) of this section, a retiree may be employed by a Texas public educational
institution in a tutoring position that meets the requirements of Section 33.913 of the Education
Code for any number of hours or days during a month without being subject to the forfeiture
requirements of §31.4 of this title (relating to Employment Resulting in Forfeiture of Retirement
Annuity).

(b) A disability retiree may not be employed [er] as a tutor under this section for more than 90
days in a school year. A disability retiree who works more than 90 days [eft] as a tutor under this
section shall forfeit the disability retiree's annuity for the month during which the disability
retiree exceeded 90 days and in each subsequent month during the same school year that the
disability retiree is employed by a Texas public educational institution.

(c) For the purposes of calculating the number of days worked by a disability retiree has worked

during a school year under this section, working any part of a day counts as working the entire
day.
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§31.16. Federally-funded COVID-19 Personnel. [REPEAL]

Page 20 of 61



Appendix B - Proposed Rules (Redline Versions)

§31.18. Combining EAR Exceptions.

(a) If, during a calendar month, a retiree works in a position subject to more than one exception
under this subchapter or in multiple positions subject to different exceptions under this
subchapter and the retiree does not qualify for the twelve-month separation exception under
§31.14 of this title (relating to Full-time Employment after 12 Consecutive Month Break in
Service), TRS shall use the following standards to determine whether the retiree's employment
still meets the requirements of each applicable exception or if the retiree is subject to §31.4 of
this title (Employment Resulting in Forfeiture of Retirement Annuity) based on that employment.

(b) If a retiree combines substitute service under 831.12 of this title (relating to Substitute
Service) with one-half time employment under 831.13 of this title (relating to One-half Time
Employment) in a calendar month and the retiree's employment in either position does not
qualify for any other exceptions under this subchapter, then the retiree may not work more than
11 days combined during that month in the two or more positions.

(c) If, during a calendar month, a retiree works in more than one position and each qualifies as
one-half time employment under §31.13 of this title and the retiree's employment in either
position does not qualify for any other exceptions under this subchapter, then the retiree may
not work more than 92 total hours in the combined positions.

(d) If a disability retiree combines substitute service under §31.12 of this title, one-half time
employment under §31.13 of this title, or employment as a tutor under 831.15 of this title
(relating to Tutors under Education Code §33.913) in a school year, each day worked under any
of those three exceptions counts toward the maximum of 90 days that a disability retiree may
work under any of the exceptions so that a disability retiree may never work more than a total of
90 days combined under the three exceptions.

(e) If, during a calendar month, a retiree works more than one-half time in a position that
qualifies for the tutor exception under §31.15 of this title, then the retiree may not work in any
other position for a Texas public educational institution without being subject to the forfeiture
requirements of 831.4 of this title unless|[:

1] the other position qualifies as substitute service and all the retiree's employment under the
tutor exception under 831.15 of this title also qualifies as substitute service[;or

(f) If, during a calendar month, a retiree works in a position that qualifies as substitute or as
one-half time or less employment and that position also qualifies for the tutor exception under

§31.15 of this title, then the retiree may combine work in that position with any other work that
qualifies under the substitute exception under §31.12 of this title and one-half time
employment under §31.13 of this title provided the retiree's combined work during the calendar
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month does not exceed the limits provided by subsection (b) and (c) of this section, as
applicable.

(g) [th)] A service retiree employed under the twelve-month separation exception under §31.14
of this title may be employed up to full-time by one or more Texas public educational
institutions in one or more positions without limit under this section.

(h) [t#)] If, during a calendar month, a retiree's position qualifies for more than one exception
under this subchapter [ i ;
this-titte], the retiree's position shall be subject to all monthly limits on that position under all

applicable exceptions. If the limit under the applicable exceptions conflict or if one exception is
more restrictive than the other, the least restrictive exception on a retiree's employment after

retirement shall apply. [ifa-serviceretiree'semptoymentaquatifiesfor thefederatty-fundes

O\AD O-eayvee

(i) [))] For the purposes of this section, a retiree who works part of a day is considered to have
worked the entire day.
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§31.19. Combining EAR Exceptions and Employer Surcharges.

(a) If, during a calendar month, a retiree works in a position subject to more than one exception
under this subchapter or in multiple positions subject to different exceptions under this
subchapter, TRS shall use the following standards to determine whether the retiree's
employment requires an employer to pay the return-to-work pension surcharge under §31.3 of
this title (relating to Return-to-Work Employer Pension Surcharges).

(b) If a retiree combines substitute service under §31.12 of this title (relating to Substitute
Service) with one-half time employment under 831.13 of this title (relating to One-half Time
Employment) in a calendar month, then the employer employing the retiree must remit the
employer surcharge to TRS if the retiree works more than 11 total days in both positions
combined.

(c) If, during a calendar month, a retiree combines substitute service under 831.12 of this title
with work that qualifies for the tutor exception under 831.15 of this title (relating to Tutors under
Education Code §33.913), then the employer must remit the employer surcharge to TRS based
on that combined employment unless:

(1) all of the retiree's employment under the tutor exception also qualifies as substitute
service; or

(2) the retiree's non-substitute employment under the tutor exception does not exceed 92
hours in the calendar month when not combined with the retiree's substitute service and the
retiree's total employment does not exceed 11 total days worked under both exceptions during
the month.

(d) If, during a calendar month, a retiree combines one-half time employment under §31.13 of
this title with non-substitute work under the tutor exception under §31.15 of this title, the
employer must remit the employer surcharge to TRS if the retiree works more than 92 combined
hours in all positions. If the retiree's employment under the tutor exception also qualifies as
substitute service, then the employer must remit the employer surcharge if the retiree works
more than 11 total days during the month in the combined tutor position and the non-tutor one-
half time position.
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(e) [}] If, during a calendar month, a retiree's employment in a position that qualifies for as
substitute service under §31.12 of this title and another exception under this subchapter that is
subject to surcharge, work performed in that position is not subject to surcharge so long as the
work continues to qualify as substitute service and is not combined with work in another

position that is subject to surcharge during the same month.

(f) [fk)] For the purposes of this section, a retiree who works part of a day is considered to have

worked the entire day.

Page 24 of 61



Appendix B — Proposed Rules (Redline Versions)

CHAPTER 39. PROOF OF AGE [REPEAL]

§39.1. Establishment of Date of Birth. [REPEAL]
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CHAPTER 43. CONTESTED CASES
SUBCHAPTER A. GENERAL ADMINISTRATION

§43.1. Applicability.

(a) The procedures of this chapter apply only to administrative decisions, appeals, and
adjudicative hearings relating to the TRS pension plan, unless rules relating to other programs
specifically adopt by reference the provisions of this chapter.

(b) The procedures of this chapter do not apply to determinations of whether a domestic
relations order is a qualified domestic relations order (QDRO) under Chapter 47 of this title
(relating to Qualified Domestic Relations Orders). Appeals relating to QDROs are subject to the
requirements of Chapter 47.

(c) If a contested case under this chapter is referred to the State Office of Administrative
Hearings (SOAH) for adjudicative hearing, then during the period of time the case is before
SOAH, the procedural rules for SOAH (1 TAC Chapter 155) shall apply unless inconsistent with
applicable statutes or constitutional provisions. [ifamatterisreferredforanadijudicative

aV, ~ Af Qo Al oo
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§43.2. Definitions.

The following words and terms, when used in this chapter, shall have the following meanings,
unless the context clearly indicates otherwise:

(1) Administrative law judge--An individual appointed to conduct the adjudicative hearingin a

contested case. [Thedeptty-directormayreferan-appeattobeheardbyanadministrative taw

(2) Appeal--A formal request to the executive director or board, as applicable under this
chapter, to reverse or modify a final administrative decision by the chief benefit officer or the

Medical Board on a matter over which TRS has jurisdiction and authority to grant relief.

(8) Board--The Board of Trustees of TRS.

(4) Chief Benefit Officer--The Chief Benefit Officer of TRS or person acting in that position.

(5) Contested case--A proceeding in which the legal rights, duties, or privileges of a party are to
be determined by TRS after an opportunity for adjudicative hearing on a matter over which TRS
has jurisdiction and authority to grant relief and the relief sought does not conflict with the
terms of the pension plan.

(6) Deputy Director--The Deputy Director of TRS or person acting in that position.

(7) Executive director--The executive director of TRS or person acting in that position; when the
executive director determines that a need exists, the executive director at his or her discretion
may designate a person to accomplish the duties assigned in this chapter to the executive
director.

(8) Final administrative decision--An action, determination, or decision by the chief benefit
officer or the Medical Board, as applicable, based on review of a person's request on an
administrative basis (i.e., without an adjudicative hearing).

(9) Final decision of TRS--A decision that may not be appealed further within TRS, either
because of exhaustion of all opportunities for appeal within TRS or because of a failure to

appeal the decision further within TRS in the manner provided for in this chapter.

(10) Medical board--The medical board appointed by the TRS board of trustees under
Government Code 8825.204.

(11) Member--A person who is a member, retiree, or beneficiary of TRS.
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(12) Order--The whole or a part of the final disposition of an appeal, whether affirmative,
negative, injunctive, or declaratory in form, of the executive director, deputy director, or the
board in a contested case.

(13) Party--Each person named or admitted in a contested case.

(14) Person--Any natural person or other legal entity.

(15) Pleading--A written document that is submitted by a party, by TRS staff, or by a person
seeking to participate in a case as a party and that requests procedural or substantive relief,
makes claims or allegations, presents legal arguments, or otherwise addresses matters
involved in a contested case.

(16) SOAH--The State Office of Administrative Hearings.

(17) State Office of Administrative Hearings--The state agency established by Chapter 2003,
Government Code, which may serve as the forum for the conduct of an adjudicative hearing
upon referral of an appeal by TRS.

(18) Third party respondent or petitioner--A person joined as an additional party to a
proceeding; a party shall be designated as either a third party respondent or third party
petitioner based on whether the person opposes the action requested in the petition or
supports it or whether the person's interests are aligned with petitioner or respondent.

(19) TRS--The Teacher Retirement System of Texas.

(20) Trustee--One of the members of the board.

(21) With prejudice--Barring a subsequent contested case on the same claim, allegation, or
cause of action.
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843.3. Filing of Documents.

(a) Alldocuments relating to any appeal of a final administrative decision shall be filed with the
deputy director at TRS, PO Box 149676, Austin, Texas 78714-0185 [1666RedRiverStreet;
Atustin, Texas 78761-2698]. A document may be filed with TRS by hand-delivery, courier-
receipted delivery, facsimile transmission, or regular, certified, or registered mail. A document
is deemed filed when mailed if it is received by TRS within a timely manner under Rule 5 of the
Texas Rules of Civil Procedure and the sender provides adequate proof of the mailing date.

(b) If the deputy director has docketed an appeal and referred it for adjudicative hearing at
SOAH, documents shall be filed in accordance with the procedural rules of SOAH and served
upon TRS in accordance with those rules.
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§43.5. Extensions.

(a) Unless otherwise provided by statute, the time for filing pleadings or other documents may
be extended, upon the filing of a motion, prior to the expiration of the applicable period of time,
showing that there is good cause for such extension of time and that the need for the extension
is not caused by the neglect, indifference, or lack of diligence of the party making the motion.

(b) A copy of any such motion shall be served upon all other parties of record to the proceeding
contemporaneously with its filing.

(c) In the case of filings that initiate a proceeding or that are made before an appeal has been
referred for an adjudicative hearing, the deputy director will determine whether good cause

exists and whether an extension should be granted.

(d) In the case of filings made in a proceeding after TRS has referred the appeal for an

adjudicative hearing, rules governing hearings before SOAH will control so long as the matter is
before SOAH.

(e) [f)] For matters returned by an administrative law judge [erhearing-examiner] to TRS, either
through dismissal from the adjudicative hearing docket or through issuance of a proposal for
decision, the executive director may determine whether good cause exists and whether an
extension should be granted.

(f) [fg}] The executive director is authorized to rule on motions for extensions on matters

directed to the Board if no Board meeting is scheduled before the expiration of the applicable
period of time.
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CHAPTER 43. CONTESTED CASES
SUBCHAPTER B. REQUESTS FOR ADJUDICATIVE HEARING

§43.106. Authority to Grant Relief.

(a) At any time before an appealis referred for adjudicative hearing, the chief benefit officer or,
in the matter of certification for disability retirement, the Medical Board may grant the relief
sought by the petitioner and dismiss the appeal, provided that the interests of other individual
parties are not adversely affected and the relief does not conflict with the terms of the pension
plan.

(b) If the granted appeal has been referred to SOAH, the parties shall request that the SOAH
administrative law judge dismiss the case from the SOAH docket in accordance with SOAH
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CHAPTER 43. CONTESTED CASES
SUBCHAPTER C. HEARINGS NOT DOCKETED AT SOAH [REPEAL]

§43.201. Applicability. [REPEAL]
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§43.202. Form of Pleadings. [REPEAL]
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§43.203. Filing of Pleadings and Amendments. [REPEAL]
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§43.204. Briefs. [REPEAL]
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§43.205. Motions. [REPEAL]
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§43.206. Discovery. [REPEAL]
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§43.207. Notice of Hearing and Other Action. [REPEAL]
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§43.208. Agreements to be in Writing. [REPEAL]
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§43.209. Motion for Consolidation. [REPEAL]
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§43.210. Additional Parties. [REPEAL]
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§43.211. Appearance and Representation. [REPEAL]
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§43.212. Lead Counsel. [REPEAL]
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§43.213. Powers of the Administrative Law Judge. [REPEAL]
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§43.214. Prehearing Conference and Orders. [REPEAL]
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§43.215. Conduct of Hearing. [REPEAL]
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§43.216. General Admissibility. [REPEAL]
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§43.217. Exhibits. [REPEAL]
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§43.218. Pre-filed Direct Testimony in Disability Appeal Proceedings. [REPEAL]
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§43.219. Limit on Number of Witnesses. [REPEAL]
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§43.220. Failure to Appear. [REPEAL]
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§43.221. Conduct and Decorum at Hearing. [REPEAL]
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§43.222. Official Notice. [REPEAL]
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§43.223. Recording of the Hearing; Certified Language Interpreter. [REPEAL]
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§43.224. Dismissal without Hearing. [REPEAL]
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§43.225. Summary Disposition. [REPEAL]
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§43.226. The Record. [REPEAL]
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§43.227. Findings of Fact. [REPEAL]
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843.228. Reopening of Hearing. [REPEAL]
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CHAPTER 47. QUALIFIED DOMESTIC RELATIONS ORDERS

§47.16. Effective Date of TRS Review of Orders. [REPEAL]
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TITLE 34. PUBLIC FINANCE

PART 3. TEACHER RETIREMENT SYSTEM OF TEXAS
CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER B. COMPENSATION

§25.24. Performance Pay.

(a) Annual compensation includes performance pay earned under a total
compensation plan specifically approved by vote of the governing board of an
employer. Such approval must be reflected in the minutes of the governing board. Any
employer reporting to the retirement system is considered a school district for the
purposes of this section.

(b) Performance pay is compensation for service as an employee in a Texas public
educational institution that is paid under a valid employment agreement based upon a
performance standard published in written documents adopted by the employer. The
performance standard may be based on evaluations or goal achievement of the
individual employee or of the group in which the individual belongs. Beginning on the
first day of the 2011-2012 school year and thereafter, specific amounts of performance
pay will be credited to the year in which the performance pay is paid.

(c) An employer shall certify each year to the retirement system, by a date specified by
the system on a form prescribed by TRS, whether it is providing performance pay under
this section. A district that has properly made this certification shall report all qualifying
performance pay as compensation and make appropriate deductions for member
contributions unless the retirement system advises the employer that such pay does
not qualify as performance pay under this rule. Employer shall maintain records that
show it provides such pay for a period not less than 7 years after such pay is reported to
the retirement system.

(d) Beginning on the first day of the 2011-2012 school year and thereafter, performance
pay earned during the school year in which the member retires or any previous school
year and paid after the member has begun receiving retirement benefits is not
creditable by TRS and will not be used in any benefit calculation.
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER E. MILITARY SERVICE

§25.66. Application for Military Credit.

Members desiring to make deposits for military credit should request in writing to be
billed for the cost of the credit. Requests should be addressed to Teacher Retirement
System of Texas, PO Box 149676, Austin, Texas 78714-0185. Included with the request
should be a certified or legible unaltered copy or copies of the member's military
service record showing the dates and nature of the member's active duty. The system
may require the member to make available to it such other evidence as may be required
to establish the member's eligibility for service credit and the amount of deposits due.
When the system determines the duty eligible for credit, it shall bill members for the
total amounts of deposits and fees due for the credit at the last address of the member
of which the system has record. The member must return the bill to the system with the
total amount due for the military duty credit or with an installment payment agreement
and all subsequent installment payments due. Deposits for military duty credit will not
be accepted after date of death, except to the extent permitted under the laws and
rules governing installment payments, or date of service retirement of a member.
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER F. VETERAN'S (USERRA) SERVICE CREDIT

§25.75. Application for Eligible Active Military Duty under the Uniformed Services
Employment and Re-Employment Rights Act.

Members desiring to make deposits for service or compensation credit for eligible
military duty under the Uniformed Services Employment and Re-Employment Rights Act
(USERRA) should request in writing to be billed for the cost of the credit. Requests
should be addressed to Teacher Retirement System of Texas, PO Box 149676, Austin,
Texas 78714-0185. Included with the request should be a certified or legible unaltered
copy or copies of the member's military service record showing the dates and nature of
the member's military duty. Also included with the request should be a certification of
the date of the member's application for reemployment with a Teacher Retirement
System of Texas (TRS) covered employer or other proof of the date of employment with
a TRS covered employer. The system may also require the member to make available to
it such other evidence as may be required to establish the member's eligibility under
the USERRA and §25.71 of this title (relating to Service Credit for Eligible Active Military
Duty under the Uniformed Services Employment and Re-Employment Rights Act) for
service credit and the amount of the deposits due. When the system determines the
duty is eligible for credit, it shall bill the member for the total amounts of deposits and
fees due for the credit at the last address of the member of which the system has
record. The member must return the bill to the system with the total amount due for the
eligible credit or with an installment payment agreement and all subsequent
installment payments due. Deposits for military duty eligible for credit under the
USERRA and §25.71 of this title must be made no later than five years after the date of
re-employment or application for re-employment, subject to any additional period
available under USERRA.
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CHAPTER 25. MEMBERSHIP CREDIT
SUBCHAPTER G. PURCHASE OF CREDIT FOR OUT-OF-STATE SERVICE

§25.82. Cost.
(a) The cost of establishing out-of-state service credit is the actuarial cost, as
determined by TRS, of the additional standard annuity retirement benefits that would be

attributable to the out-of-state service credit purchased under this section.

(b) To calculate the actuarial cost, TRS will use the cost factors and method described
in 825.302 of this title (relating to Calculation of Actuarial Cost).

(c) The purchase cost described in this section assumes a lump-sum deposit will be
made. If deposits are made under an installment agreement, a non-refundable

installment fee of 9% applies.

(d) No credit will be applied to the cost of a year of out-of-state service credit for any
TRS contributions made in the same school year.

(e) The date of first eligibility to purchase credit for any year of out-of-state service shall
be the latest of the following dates:

(1) the date the member received 5 years' credit for service in the public schools of
Texas;

(2) the date state law made the out-of-state service available for TRS service credit;

(3) the date in which the member qualified to deposit payment for each year of out-
of-state service under the one for two rule in effect until March 20, 1975;

(4) the date the member completed one year of creditable service in the public
schools of Texas after relevant out-of-state service.

(f) No deposits for out-of-state service credit may be made before the member
accumulates 5 years of credit for service in the public schools of Texas.
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CHAPTER 27. TERMINATION OF MEMBERSHIP AND REFUNDS

§27.8. Reinstatement of Membership and Service Credit by ORP Participants.

(a) ORP participants who elected to return to TRS membership between September 1,
1979, and September 1, 1980, are eligible to reinstate all previously held TRS credit,
except student employment credit, under the provisions of this section only.
Reinstatement may occur at any time after resumption of membership in TRS. All
eligible credit must be reinstated at one time. If the member's account was withdrawn,
the member must pay the accumulated contributions plus a reinstatement fee of 10%
per year of the amount due compounded annually from the date of withdrawal to the
date of repayment. Reinstatement fees will be credited to the state contribution
account. Credit will be reinstated upon application by the member on a form
prescribed by TRS and the deposit of all required payments. No credit may be
established for service in public education while an ORP participant.

(b) Former ORP participants who return or have returned to TRS membership in the

retirement system other than by an election under this section must make
reinstatement under §27.6 of this title (relating to Reinstatement of an Account).
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CHAPTER 31. EMPLOYMENT AFTER RETIREMENT
SUBCHAPTER A. GENERAL PROVISIONS AND PROCEDURES

§31.2. Monthly Certified Statement.
(a) In accordance with the requirements of Government Code § 824.6022, an employer shall
submit to TRS a monthly certified statement of employment for all retirees employed by the
employer during each month of a school year.
(b) Employers must submit the monthly certified statement and all required employer
surcharges under §31.3 of this title (relating to Return-to-Work Employer Pension Surcharges)
for each report month from September through July before the eleventh day of the month
following the applicable report month. For the monthly certified statement for the report month
of August, the employer shall submit the monthly certified statement and all required employer
surcharges before the seventh day of September.
(c) If the due date for submission of a monthly certified statement and required employer
surcharges under subsection (b) of this section falls on a weekend or federal holiday, an
employer shall submit the monthly certified statement and required employer surcharges on
the last business day prior to the due date.
(d) An employer that fails to timely submit a monthly certified statement and all required
employer surcharges must also pay all applicable interest and late fees provided in
subsections (f) and (g) of this section.
(e) A monthly certified statement is not considered submitted to TRS untilitis completed. To be
complete, the monthly certified statement must include all the following information regarding
a retiree employed by the employer during the report month:
(1) the number of hours and days worked by the retiree;
(2) whether the retiree's employment qualifies as one or more of the following types:

(A) substitute employment;

(B) one-half time or less employment;

(C) employment as a tutor under Section 33.913 of the Education Code;

(D) full-time employment;

(E) trial employment of a disability retiree for up to three months; or

(F) any combination of these types;
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(3) the amount of gross compensation paid to the retiree during the report month;

(4) the total amount due under §41.4 of this title (relating to Employer Health Benefit
Surcharge); and

(5) any other information requested by TRS to administer this chapter.

(f) Employers that fail to timely submit a monthly certified statement, any required employer
surcharges, or interest on unpaid amounts as required in this section shall pay to TRS the late
fee established in this subsection for each business day that the monthly certified statement s
past due. The late fees required to be paid are as follows:

(1) For employers with fewer than 100 employees, the late fee for the first business day the
monthly certified statement is past due is $100. For each subsequent business day that the
monthly certified statement is past due, the employer shall pay an additional $10.

(2) For employers with at least 100 employees but no more than 500 employees, the late fee
for the first business day the monthly certified statement is past due is $250. For each
subsequent business day that the monthly certified statement is past due, the employer shall
pay an additional $25.

(3) For employers with more than 500 employees but no more than 1,000 employees, the
late fee for the first business day the report or documentation is past due is $500. For each
subsequent business day that the monthly certified statement is past due, the employer shall
pay an additional $50.

(4) For employers with more than 1,000 employees, the late fee for the first business day the
monthly certified statement is past due is $1,000. For each subsequent business day that the
monthly certified statement is past due, the employer shall pay an additional $100.

(g) In determining the number of employees for purposes of assessing the late fee in subsection
(f) of this section, TRS shall base the fee on the number of employees reflected on the
employer's monthly certified statement for May of the preceding school year. New employers
will pay late fees for the first school year as provided in subsection (f)(1) of this section.
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§31.3. Return-to-Work Employer Pension Surcharge.

(a) For each report month a retiree is employed by an employer for more than 92 hoursin a
calendar month and that retiree is not exempt from surcharge under subsection (b) of this
section, the employer shall pay to TRS a surcharge based on the compensation paid to the
retiree during that report month. The criteria used to determine if a retiree is working more than
92 hours in a calendar month are the same as the criteria for determining one-half time
employment under 831.13 of this title (relating to One-half Time Employment) even if the
retiree's employment also qualifies for an exception under §31.14 of this title (relating to Full-
time Employment after 12 Consecutive Month Break in Service), or 831.15 of this title (relating
to Tutors under Education Code §33.913).

(b) Employers are not required to submit employer surcharges based on the employment of a
retiree during a calendar month if:

(1) the retiree works 92 hours or less during the applicable report month;

(2) the retiree retired prior to September 1, 2005;

(3) the retiree is employed solely as a substitute and that employment meets all the
requirements §31.12 of this title (relating to Substitute Service) even if the retiree's substitute
employment also qualifies for another exception under Subchapter B of this chapter (relating to
Employment After Retirement Exceptions); or

(4) the retiree is employed in multiple positions during the calendar month and does not
exceed the limits for such combined employment under 831.19 of this title (relating to
Combining EAR Exceptions and Employer Surcharges).

(c) The amount of the employer surcharge that an employer must contribute to TRS for each
retiree subject to surcharge under this section is equal to the sum of the compensation paid to
the retiree during the report month multiplied by the member contribution rate in effect for the
report month plus the compensation paid to the retiree during the report month multiplied by
the state contribution rate in effect for that report month.

(d) If aretiree is employed concurrently in more than one position, the employer surcharge is
owed if the combined employment exceeds the monthly limits described by §31.19 of this title.
If the employment is with more than one employer, the employer surcharge is owed by each
employer.
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CHAPTER 31. EMPLOYMENT AFTER RETIREMENT
SUBCHAPTER B. EMPLOYMENT AFTER RETIREMENT EXCEPTIONS

§31.12. Substitute Service.

(a) In this section, "substitute' means a retiree employed by a Texas public educational
institution and paid no more than the daily rate of pay for substitutes as set by the employer to
work:

(1) on atemporary basis in the place of a current employee(s); or

(2) in a vacant position for no more than 20 days if the retiree was not the last person to hold
the vacant position and the retiree has not previously been employed in that vacant position
during the same school year.

(b) A retiree may be employed in a month solely as a substitute in a public educational
institution without forfeiting the annuity payment for that month.

(c) Aretiree who reports for duty as a daily substitute during any day and works any portion of
that day shall be considered to have worked one day.

(d) A disability retiree may not be employed as a substitute under this section for more than 90
days in a school year. A disability retiree who works more than 90 days in a substitute position
shall forfeit the disability retiree's annuity for the month during which the disability retiree
exceeded 90 days and in each subsequent month during the same school year that the
disability retiree is employed by a Texas public educational institution.
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§31.13. One-half Time Employment.

(a) Aretiree may be employed by a Texas public educational institution in any position, other
than as a substitute, on as much as a one-half time basis without forfeiting annuity payments
for the applicable months of employment. In this section, one-half time basis means no more
than 92 hours in a calendar month. The total number of hours allowed for that month may be
worked in any arrangement or schedule.

(b) Paid time-off, including sick leave, vacation leave, administrative leave, and compensatory
time for overtime worked, is employment for purposes of this section and must be included in
determining the total amount of time worked in a calendar month and reported to TRS as
employment for the calendar month in which it is taken.

(c) For the purpose of this section, employment as an instructor for actual course or lab
instruction with an institution of higher education (including community and junior colleges and
online coursework) in classes taken by students for college credit or classes that are taken to
prepare students for college level work shall be counted as a minimum of two clock hours for
each clock hour of instruction or time in the classroom or lab in order to reflect instructional
time as well as preparation, grading, and other time typically associated with one hour of
instruction. If the employer has established a greater amount of preparation time for each hour
in the classroom or lab, the employer's established standard will be used to determine the
number of courses or labs a retiree may teach under the exception to loss of annuity provided
by this section. The equivalent clock hours computed under this subsection must be equal to or
less than the number of work hours authorized in subsection (a) of this section for the retiree to
be considered as working on a one-half time basis.

(d) Employment as an instructor of continuing education, adult education, or classes offered to
employers or businesses for employee training, that is not measured or expressed in terms of
the number of courses; semester or course hours/credits; or instructional units or other units of
time rather than clock hours and for which the students or participants do not receive college
credit, must be counted based on the number of clock hours worked.

(e) A disability retiree may not be employed on as much as a one-half time basis under this
section for more than 90 days in a school year. A disability retiree who works more than 90 days
on as much as one-half time basis under this section shall forfeit the disability retiree's annuity
for the month during which the disability retiree exceeded 90 days and in each subsequent
month during the same school year that the disability retiree is employed by a Texas public
educational institution.

(f) For the purposes of calculating the number of days worked by a disability retiree has worked

during a school year under this section, working any part of a day counts as working the entire
day.
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§31.15. Tutors under Education Code §33.913.

(a) Except as provided by 831.18 of this title (relating to Combining EAR Exceptions) and
subsection (b) of this section, a retiree may be employed by a Texas public educational
institution in a tutoring position that meets the requirements of Section 33.913 of the Education
Code for any number of hours or days during a month without being subject to the forfeiture
requirements of §31.4 of this title (relating to Employment Resulting in Forfeiture of Retirement
Annuity).

(b) A disability retiree may not be employed as a tutor under this section for more than 90 days
in a schoolyear. A disability retiree who works more than 90 days as a tutor under this section
shall forfeit the disability retiree's annuity for the month during which the disability retiree
exceeded 90 days and in each subsequent month during the same school year that the
disability retiree is employed by a Texas public educational institution.

(c) For the purposes of calculating the number of days worked by a disability retiree has worked

during a school year under this section, working any part of a day counts as working the entire
day.
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§31.18. Combining EAR Exceptions.

(a) If, during a calendar month, a retiree works in a position subject to more than one exception
under this subchapter or in multiple positions subject to different exceptions under this
subchapter and the retiree does not qualify for the twelve-month separation exception under
§31.14 of this title (relating to Full-time Employment after 12 Consecutive Month Break in
Service), TRS shall use the following standards to determine whether the retiree's employment
still meets the requirements of each applicable exception or if the retiree is subject to 831.4 of
this title (Employment Resulting in Forfeiture of Retirement Annuity) based on that employment.

(b) If a retiree combines substitute service under 831.12 of this title (relating to Substitute
Service) with one-half time employment under 831.13 of this title (relating to One-half Time
Employment) in a calendar month and the retiree's employment in either position does not
qualify for any other exceptions under this subchapter, then the retiree may not work more than
11 days combined during that month in the two or more positions.

(c) If, during a calendar month, a retiree works in more than one position and each qualifies as
one-half time employment under §31.13 of this title and the retiree's employment in either
position does not qualify for any other exceptions under this subchapter, then the retiree may
not work more than 92 total hours in the combined positions.

(d) If a disability retiree combines substitute service under §31.12 of this title, one-half time
employment under 831.13 of this title, or employment as a tutor under 831.15 of this title
(relating to Tutors under Education Code §33.913) in a school year, each day worked under any
of those three exceptions counts toward the maximum of 90 days that a disability retiree may
work under any of the exceptions so that a disability retiree may never work more than a total of
90 days combined under the three exceptions.

(e) If, during a calendar month, a retiree works more than one-half time in a position that
qualifies for the tutor exception under 831.15 of this title, then the retiree may not work in any
other position for a Texas public educational institution without being subject to the forfeiture
requirements of 831.4 of this title unless the other position qualifies as substitute service and
all the retiree's employment under the tutor exception under §31.15 of this title also qualifies as
substitute service.

(f) If, during a calendar month, a retiree works in a position that qualifies as substitute or as
one-half time or less employment and that position also qualifies for the tutor exception under
§31.15 of this title, then the retiree may combine work in that position with any other work that
qualifies under the substitute exception under 831.12 of this title and one-half time
employment under §31.13 of this title provided the retiree's combined work during the calendar
month does not exceed the limits provided by subsection (b) and (c) of this section, as
applicable.
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(g) A service retiree employed under the twelve-month separation exception under §31.14 of
this title may be employed up to full-time by one or more Texas public educational institutions
in one or more positions without limit under this section.

(h) If, during a calendar month, a retiree's position qualifies for more than one exception under
this subchapter, the retiree's position shall be subject to all monthly limits on that position
under all applicable exceptions. If the limit under the applicable exceptions conflict or if one
exception is more restrictive than the other, the least restrictive exception on a retiree's
employment after retirement shall apply.

(i) For the purposes of this section, a retiree who works part of a day is considered to have
worked the entire day.
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§31.19. Combining EAR Exceptions and Employer Surcharges.

(a) If, during a calendar month, a retiree works in a position subject to more than one exception
under this subchapter or in multiple positions subject to different exceptions under this
subchapter, TRS shall use the following standards to determine whether the retiree's
employment requires an employer to pay the return-to-work pension surcharge under §31.3 of
this title (relating to Return-to-Work Employer Pension Surcharges).

(b) If a retiree combines substitute service under §31.12 of this title (relating to Substitute
Service) with one-half time employment under 831.13 of this title (relating to One-half Time
Employment) in a calendar month, then the employer employing the retiree must remit the
employer surcharge to TRS if the retiree works more than 11 total days in both positions
combined.

(c) If, during a calendar month, a retiree combines substitute service under 831.12 of this title
with work that qualifies for the tutor exception under §31.15 of this title (relating to Tutors under
Education Code §33.913), then the employer must remit the employer surcharge to TRS based
on that combined employment unless:

(1) all of the retiree's employment under the tutor exception also qualifies as substitute
service; or

(2) the retiree's non-substitute employment under the tutor exception does not exceed 92
hours in the calendar month when not combined with the retiree's substitute service and the
retiree's total employment does not exceed 11 total days worked under both exceptions during
the month.

(d) If, during a calendar month, a retiree combines one-half time employment under §31.13 of
this title with non-substitute work under the tutor exception under §31.15 of this title, the
employer must remit the employer surcharge to TRS if the retiree works more than 92 combined
hours in all positions. If the retiree's employment under the tutor exception also qualifies as
substitute service, then the employer must remit the employer surcharge if the retiree works
more than 11 total days during the month in the combined tutor position and the non-tutor one-
half time position.

(e) If, during a calendar month, a retiree's employment in a position that qualifies for as
substitute service under 831.12 of this title and another exception under this subchapter that is
subject to surcharge, work performed in that position is not subject to surcharge so long as the
work continues to qualify as substitute service and is not combined with work in another
position that is subject to surcharge during the same month.

(f) For the purposes of this section, a retiree who works part of a day is considered to have
worked the entire day.
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CHAPTER 43. CONTESTED CASES
SUBCHAPTER A. GENERAL ADMINISTRATION

§43.1. Applicability.

(a) The procedures of this chapter apply only to administrative decisions, appeals, and
adjudicative hearings relating to the TRS pension plan, unless rules relating to other programs
specifically adopt by reference the provisions of this chapter.

(b) The procedures of this chapter do not apply to determinations of whether a domestic
relations order is a qualified domestic relations order (QDRO) under Chapter 47 of this title
(relating to Qualified Domestic Relations Orders). Appeals relating to QDROs are subject to the
requirements of Chapter 47.

(c) If a contested case under this chapter is referred to the State Office of Administrative
Hearings (SOAH) for adjudicative hearing, then during the period of time the case is before
SOAH, the procedural rules for SOAH (1 TAC Chapter 155) shall apply unless inconsistent with
applicable statutes or constitutional provisions.
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§43.2. Definitions.

The following words and terms, when used in this chapter, shall have the following meanings,
unless the context clearly indicates otherwise:

(1) Administrative law judge--An individual appointed to conduct the adjudicative hearingin a
contested case.

(2) Appeal--A formal request to the executive director or board, as applicable under this
chapter, to reverse or modify a final administrative decision by the chief benefit officer or the
Medical Board on a matter over which TRS has jurisdiction and authority to grant relief.

(3) Board--The Board of Trustees of TRS.

(4) Chief Benefit Officer--The Chief Benefit Officer of TRS or person acting in that position.

(5) Contested case--A proceeding in which the legal rights, duties, or privileges of a party are to
be determined by TRS after an opportunity for adjudicative hearing on a matter over which TRS
has jurisdiction and authority to grant relief and the relief sought does not conflict with the
terms of the pension plan.

(6) Deputy Director--The Deputy Director of TRS or person acting in that position.

(7) Executive director--The executive director of TRS or person acting in that position; when the
executive director determines that a need exists, the executive director at his or her discretion
may designate a person to accomplish the duties assigned in this chapter to the executive
director.

(8) Final administrative decision--An action, determination, or decision by the chief benefit
officer or the Medical Board, as applicable, based on review of a person's request on an
administrative basis (i.e., without an adjudicative hearing).

(9) Final decision of TRS--A decision that may not be appealed further within TRS, either
because of exhaustion of all opportunities for appeal within TRS or because of a failure to

appeal the decision further within TRS in the manner provided for in this chapter.

(10) Medical board--The medical board appointed by the TRS board of trustees under
Government Code §825.204.

(11) Member--A person who is a member, retiree, or beneficiary of TRS.
(12) Order--The whole or a part of the final disposition of an appeal, whether affirmative,

negative, injunctive, or declaratory in form, of the executive director, deputy director, or the
board in a contested case.
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(13) Party--Each person named or admitted in a contested case.

(14) Person--Any natural person or other legal entity.

(15) Pleading--A written document that is submitted by a party, by TRS staff, or by a person
seeking to participate in a case as a party and that requests procedural or substantive relief,
makes claims or allegations, presents legal arguments, or otherwise addresses matters
involved in a contested case.

(16) SOAH--The State Office of Administrative Hearings.

(17) State Office of Administrative Hearings--The state agency established by Chapter 2003,
Government Code, which may serve as the forum for the conduct of an adjudicative hearing
upon referral of an appeal by TRS.

(18) Third party respondent or petitioner--A person joined as an additional party to a
proceeding; a party shall be designated as either a third party respondent or third party
petitioner based on whether the person opposes the action requested in the petition or
supports it or whether the person's interests are aligned with petitioner or respondent.

(19) TRS--The Teacher Retirement System of Texas.

(20) Trustee--One of the members of the board.

(21) With prejudice--Barring a subsequent contested case on the same claim, allegation, or
cause of action.
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843.3. Filing of Documents.

(a) Alldocuments relating to any appeal of a final administrative decision shall be filed with the
deputy director at TRS, PO Box 149676, Austin, Texas 78714-0185. A document may be filed
with TRS by hand-delivery, courier-receipted delivery, facsimile transmission, or regular,
certified, or registered mail. A document is deemed filed when mailed if it is received by TRS
within a timely manner under Rule 5 of the Texas Rules of Civil Procedure and the sender
provides adequate proof of the mailing date.

(b) If the deputy director has docketed an appeal and referred it for adjudicative hearing at

SOAH, documents shall be filed in accordance with the procedural rules of SOAH and served
upon TRS in accordance with those rules.
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§43.5. Extensions.

(a) Unless otherwise provided by statute, the time for filing pleadings or other documents may
be extended, upon the filing of a motion, prior to the expiration of the applicable period of time,
showing that there is good cause for such extension of time and that the need for the extension
is not caused by the neglect, indifference, or lack of diligence of the party making the motion.

(b) A copy of any such motion shall be served upon all other parties of record to the proceeding
contemporaneously with its filing.

(c) In the case of filings that initiate a proceeding or that are made before an appeal has been
referred for an adjudicative hearing, the deputy director will determine whether good cause
exists and whether an extension should be granted.

(d) In the case of filings made in a proceeding after TRS has referred the appeal for an
adjudicative hearing, rules governing hearings before SOAH will control so long as the matter is
before SOAH.

(e) For matters returned by an administrative law judge to TRS, either through dismissal from
the adjudicative hearing docket or through issuance of a proposal for decision, the executive
director may determine whether good cause exists and whether an extension should be
granted.

(f) The executive director is authorized to rule on motions for extensions on matters directed to

the Board if no Board meeting is scheduled before the expiration of the applicable period of
time.
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CHAPTER 43. CONTESTED CASES
SUBCHAPTER B. REQUESTS FOR ADJUDICATIVE HEARING

§43.106. Authority to Grant Relief.

(a) At any time before an appealis referred for adjudicative hearing, the chief benefit officer or,
in the matter of certification for disability retirement, the Medical Board may grant the relief
sought by the petitioner and dismiss the appeal, provided that the interests of other individual
parties are not adversely affected and the relief does not conflict with the terms of the pension
plan.

(b) If the granted appeal has been referred to SOAH, the parties shall request that the SOAH

administrative law judge dismiss the case from the SOAH docket in accordance with SOAH
rules.
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