


Tax-Deferred Annuity Program
Teachers’ Retirement System of the City of New York

TRS’ Tax-Deferred Annuity (TDA) Program is a simple and powerful way to save additional money for
your retirement. By investing part of your paycheck—even a small percentage—you take an important step
toward funding your retirement years. Visit our website for more in-depth resources, including the
publications referenced below by the [LL] symbol.

What You Should Know

The TDA Program is an optional investment plan open to all TRS members. Established in 1970, our
TDA Program is a Section 403(b) plan under the Internal Revenue Code (IRC). Section 403(b) plans are
available to employees of educational institutions, hospitals, and certain other not-for-profit organizations.

TRS’ TDA Program enables you to invest money for your future on a tax-deferred basis. Your contributions
may reduce your taxable income and current tax liability. You will not pay taxes on your contributions or
earnings until you withdraw your funds. Distributions generally are federally taxable and may be subject to
state and local taxes; please check with your tax advisor.

In addition to tax-deferred investing, our TDA Program offers participants these advantages:
v Flexibility: Diverse investment options to match your risk tolerance
v' Convenience: Contributions deducted automatically from your pay
v Loan availability: Access to your TDA money before retirement

v" Online access: Account management on our website

TRS’ TDA By the Numbers

TRS’ TDA Program is the second-largest 403(b) plan in the country*. As of December 31, 2021:
e Almost three-quarters of TRS’ membership—over 154,000 members—have a TDA account.
¢ Over 90,000 members are actively contributing to the TDA Program from each paycheck.

e Over 60,000 retired members are maintaining their TDA accounts after retirement, with an
average account balance of $469,000.

e Another 3,000 retirees are choosing to receive monthly annuity payments for life from TDA.

Learn more about the features of TDA on the following pages!

* Pensions & Investments (2/14/2022).



Enrolling in the TDA Program

All TRS members are eligible to participate in the
TDA Program. You can enroll quickly and securely
by logging in to the secure section of our website,
see “Online TDA Account Access,” page 7.

When you enroll in the TDA Program, you choose a
percentage of your pay to contribute, and designate
how your contributions will be applied among

TRS’ investment options. In general, your TDA
contributions would begin on the first payroll that
begins at least 30 days after TRS receives your
enrollment request.

As part of the enrollment process, you should
also designate a beneficiary for your TDA funds,
see “Providing for Your Survivors,” page 6. It is
important to keep your beneficiary designations
current throughout your TDA participation.

Comparing the TDA Program to
TRS’ Qualified Pension Plan

All TRS members automatically participate in the
Qualified Pension Plan (QPP), a defined-benefit
plan that guarantees a specific benefit at retirement.
You are required to contribute a portion of your
salary to the QPP; in addition, your employer makes
contributions on your behalf. QPP funds form the
basis for your retirement allowance.

In contrast, TRS’ TDA Program is a voluntary
defined-contribution plan that supplements your
retirement allowance. You determine the amount
you contribute each year, within Internal Revenue
Service (IRS) limits. Your TDA account is funded
exclusively through your own contributions and

any interest/investment return. The benefits you
receive depend solely on your TDA account balance.

Contributing to the TDA Program

Federal law allows members to contribute up to a
designated amount to TRS’ TDA Program each year.
In addition, members 50 years and older are eligible
to make additional pre-tax “catch-up” contributions.
A separate “catch-up” rule applies for certain members
with 15 years of qualifying City employment. See the
box below for contribution amounts.

If you are a contributor to TRS’ TDA Program

and an external 401(k) Plan, you should be aware
that IRS contribution limits are applied cumulatively
to the total of your TDA Program and 401(k) Plan
contributions. However, contributions to a 457 Plan
are considered separately. (For example, since the IRS
contribution limit for 2022 is $20,500, you would
be able to contribute a total combined amount of
$20,500 to your TDA and a 401(k) Plan in 2022.

If you also participate in a 457 Plan, you would be
able to contribute up to $20,500 to that plan as well.)

Offering You Diverse
Investment Options

Financial experts agree that no single investment
strategy is suitable for all investors. Accordingly, TRS
offers you several investment options—the Passport
Funds—for your TDA account. You may invest in any
or all of the following investment options to reach
your financial goals:

The Fixed Return Fund offers a guaranteed rate

of return set by the New York State Legislature

in accordance with applicable laws. The current
annual rate is 7% for members who are serving in
(or resigned/retired from) titles represented by the
United Federation of Teachers (UFT) and 8.25% for

other members.

The returns on the other investment options—known
« . ”»
as “variablereturn” Passport Funds—fluctuate monthly.

TDA Contribution Limits for 2022

* The general contribution limit is $20,500 per year.

* Members age 50 and older may make additional “catch-up” contributions of $6,500 per year over this contribution limit.

* Members with 15 years of qualifying City employment (who have contributed an average of $5,000 or less per year) may
contribute up to an additional $3,000 per year in “catch-up” contributions, up to a total of $15,000 during their working years.



The Diversified Equity Fund invests primarily

in the stocks of U.S. companies. It also invests a
portion of assets in stocks of non-U.S. companies
and other types of investments. The objective is to
achieve a rate of return comparable to the return of
the broad equity market.

The Balanced Fund is a moderately conservative
investment option that includes exposure to bonds
and stocks. The objective is to seek current income
and some capital appreciation.

The International Equity Fund invests primarily
in the stocks of non-U.S. companies located in
developed markets, traded on a variety of stock
exchanges, and denominated in a variety of
currencies around the world. The objectives are

to provide longterm capital growth and to achieve
a rate of return comparable to the return of the
non-U.S. equity markets over a full market cycle.

Why TDA instead of a Taxable Investment?

The Sustainable Equity Fund invests primarily in
stocks of large- and mid-cap U.S. companies with
sustainable business strategies to drive their prospects
for future earnings growth. The objective is to
achieve positive long-term capital appreciation over
a full market cycle, with a focus on sustainability
characteristics including environmental, social, and
governance (ESG) factors.

The U.S. Equity Index Fund invests in the 3,000+
securities in the Dow Jones U.S. Total Stock Market
Index. The objective is to track the total return of
the broad U.S. equity market, including large-, mid-,
and small-capitalization stocks

The International Equity Index Fund invests in
the 6,000+ securities in the MSCI All Country
World ex USA Investable Market Index. The
objective is to track the total return of non-U.S.
equity markets, including developed markets and
emerging markets.

[L1] Fund Profiles

The following table compares the income of a TDA participant with the income of a non-participant who
grosses the same amount ($58,000) annually but invests in a taxable investment account. As this table
illustrates, the TDA participant has a lower adjusted gross income than the participant in the taxable
account; as a result, the TDA participant pays less tax and has higher net income.

Gross
Annual
Income

Annual TDA  Adjusted Gross
Contribution

Annual
Income

TDA Participant

$58,000 $3,600 $54,400
Participant in a

Taxable Plan

$58,000 $0 $58,000

Annual
Federal Income
Tax* Taxable

$8,420 $0

$9,284

Annual Net Annual
Contribution to Annual Federal
Income Income Tax

Plan Deferral

$45,980 $864

$3,600 $45,116 $0

*This example is based on 2022 federal income tax rates and assumes that a participant files as a single taxpayer and takes the standard
deduction. Individual situations will vary. You may wish to contact your tax advisor.


https://www.trsnyc.org/memberportal/WebContent/publications/financialReports/fundProfilesWeb

Benefiting from Tax Deferral

Pre-tax contributions—Your TDA contributions
are subtracted from your pay before taxes are
deducted, thereby reducing the amount of your
taxable income.

Tax-deferred earnings—You do not pay taxes on
your TDA investments until you actually receive the
funds from your account. Distributions generally
are federally taxable and may be subject to state and
local taxes; please check with your tax advisor.

Contributing Through Payroll
Deductions

Your TDA contributions are automatically deducted
from your pay and deposited in your TDA account.
Investing a set amount on a regular basis (called
“dollar-cost averaging”) tends to produce positive
results over time.

Your contributions buy more shares (units) when
the price is low, and fewer when the price is high.
In addition, since you contribute to the TDA at a
set rate, your contributions automatically increase
with your salary

Use our TDA calculator, located under the Resources
tab at www.trsnyc.org. Pick various contribution rates
to see how they impact your take-home pay. Or, enter
specific dollar amounts you want to contribute; the
calculator will convert them into a percentage of your
pay. Using the calculator can also help you reach your
TDA savings goal.

Enjoying the Flexibility of TDA
The TDA Program offers you flexibility in the

following ways:

v You may invest contributions in any or all

of TRS’ Passport Funds.

v" You may change the way your future
contributions and current accumulations
are invested on a quarterly basis.

v" If you want to change your contribution
rate or stop (or resume) contributing to the
TDA Program, you may do so at any time.

Borrowing from Your TDA Account

The TDA Program allows eligible participants to
take loans against their TDA account. In general,
members may take loans against their TDA account
after one year of participation in the TDA Program.

You may have more than one TDA loan open at a
time, up to a maximum of five.

Generally, the minimum loan amount is $1,000 (or
$250 if you have an existing outstanding TDA loan).
The maximum loan amount depends on many
factors but generally cannot exceed $50,000 or 75%
of the value of your TDA account.

In most cases, you would have a maximum of
five years (60 months) to repay your TDA loan.
For in-service members, loans are normally paid
through payroll deductions. For retirees who
maintain their TDA account after retiring,

TDA loans can be repaid automatically through
deductions from retirement allowance payments.

m TDA Loans


https://www.trsnyc.org
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure42

Withdrawing Funds from Your
TDA Account

Since the TDA Program is designed as a retirement
plan, the IRS places restrictions on withdrawals
before retirement.

v Members who have reached age 59%, or have
separated from service, have unrestricted access

to their TDA funds.

v Members who have not reached age 59V
may withdraw any Pre-1989 funds (i.e., TDA

contributions and earnings accumulated as of

December 31, 1988).

v Other members may withdraw TDA funds only
under hardship conditions defined below.

To continue to defer taxes on withdrawn TDA funds,
you may ask TRS to directly roll over the funds to a
qualified Individual Retirement Arrangement (IRA)
or other eligible successor program.

TDA withdrawals are generally distributed within
45 days of receiving your withdrawal request, or
within 15 days if the withdrawal is drawn only from
your balance in the Fixed Return Fund.

Requesting a Hardship Withdrawal

If you are an in-service member who has not yet
reached age 59V2, you may withdraw pre-1989 funds
(i.e., TDA contributions and earnings accumulated
as of December 31, 1988). Withdrawals of other
TDA funds is permitted only under hardship
conditions, which is defined as a sudden and heavy
financial need that you are unable to reasonably
meet through other financial resources.

Examples of qualifying hardship conditions include
payment of certain medical or funeral expenses,
payment of postsecondary school tuition, and
payment to prevent eviction or foreclosure. Expenses
resulting from certain federally declared disasters
may also qualify as eligible hardships, subject to

IRS guidelines. You must maximize other available

TRS and non-TRS resources and provide TRS
with appropriate documentation before a hardship
withdrawal can be granted. TDA hardship

withdrawals are not eligible for rollover.

Your TDA hardship withdrawal is issued on the first
available TRS payroll that occurs at least 60 days
after TRS receives your application.

Understanding the Tax Consequences
of Withdrawals

For all Direct Withdrawals other than hardship
withdrawals, TRS is required to withhold 20%

of withdrawn amounts over $200. TRS sends the
withheld amount to the IRS as credit toward your
federal income taxes. (Withholding is not applied
to any amount that TRS rolls over to an eligible
successor program.) If you receive a Direct
Withdrawal and do not roll over the distribution
within 60 days of the date on the withdrawal check,
the withdrawal would generally be subject to federal
tax (and possibly state and local taxes).

The IRS may impose an additional 10% tax on

all Direct Withdrawals, unless they are made

a) in conjunction with your separation from service
during or after the year in which you reach age 55;
or b) during or after the year in which you reach

age 59%; or ¢) as a qualified hardship withdrawal; or
d) in conjunction with your disability retirement; or
e) by your beneficiary in conjunction with a death
benefit payment.

Amounts distributed through a hardship withdrawal
are subject to federal income tax; you may choose to
have 10% withholding applied (or not). State and
local taxes may also apply.

Any amount withheld from a TDA withdrawal may
be claimed as tax paid for the year of distribution.
For any questions about the taxability of TDA
withdrawals, please check with your tax advisor.



Separating from Service Before
Retirement

If you leave service after attaining vested rights under
the QPP, you may either a) withdraw your TDA funds
or b) maintain your TDA account by filing a “TDA
Deferral Status Election Form for Vested Members”
(code TD31). Electing TDA Deferral status allows you
to postpone the distribution of your TDA funds past
your retirement date. Deferring distribution of your
TDA funds means that you would avoid paying taxes
on those funds (and any resulting interest/investment
return) until you receive them.

If you leave service before attaining vested rights
under the QPP, you may withdraw your TDA funds.
If you leave your TDA funds with TRS, they continue
to accrue interest/investment return for seven school
years. However, if you withdraw your QPP funds, you
must also withdraw your TDA funds

Receiving Your TDA Funds
After Retirement

When you retire, you must make a decision regarding
the distribution of your TDA funds. Your options are
described below. You may:

v" Elect TDA Deferral status to maintain your
TDA balance during retirement.

v" Receive your TDA funds as a monthly annuity,
which is separate from, and in addition to, your
QPP retirement allowance. Generally, annuities
are federally taxable and may be subject to state
and local taxes.

v Withdraw your TDA funds, or roll them over to

an eligible successor program.

You may choose to withdraw/roll over a portion

of your TDA funds at retirement and annuitize or
defer receipt of the balance. As part of your online
retirement application, you may elect TDA Deferral
status, but you may have to file additional forms to
annuitize, withdraw, or roll over TDA funds.

If you choose TDA Deferral status to maintain a
TDA balance during retirement, please note that
IRS rules determine how long TDA participants
may defer receipt of their TDA funds. In general,
annual TDA distributions are required for members
who have left service and who have reached their
“required beginning age” by December 31 of a given
year. Currently, the required beginning age is 72.
Each year, TRS contacts members who are subject to
the IRS’ Required Minimum Distribution (RMD)
rules and informs them of their distribution options.

L] Required Minimum Distributions
(For Members with TDA Deferral Status)

Providing for Your Survivors

The TDA Program allows you to name one or

more beneficiaries to receive your TDA funds in

the event of your death. You should keep a current
beneficiary designation on file with TRS at all times.
Please be aware that, if you do not have a beneficiary
designation on file with TRS, the TDA funds in
your account will be payable to your estate after

your death.

If you elect to annuitize your TDA funds at
retirement, you may choose from several payment
options that provide benefits for one or more
beneficiaries.

1] Guide to Death Benefits
(For Beneficiaries of Retired Members)

1] Guide to Death Benefits
(For Beneficiaries of Non-Retired Members)


https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure54
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure54
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure54
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure65
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure65
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure65
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure66
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure66
https://www.trsnyc.org/memberportal/WebContent/publications/brochures/Brochure66

Online TDA Account Access

Our website, www.trsnyc.org gives you secure access to your TDA Program account. After you
have registered (i.e., you have a username and password), you can view your account information
and perform these transactions:

v" Enroll in the TDA Program

v" Designate and change TDA beneficiaries

v" Change your TDA contribution rate

v Change your TDA investment mix

v Apply for a TDA loan

v Apply for a TDA withdrawal (including hardship withdrawals)

v Make your annual election for Required Minimum Distributions

Current and historical investment performance data is also available on our website.



https://www.trsnyc.org

This publication should not be solely relied upon, as it is based on currently available
information that is subject to change. In all cases, the specific provisions of the governing

laws, rules, and regulations prevail.





https://www.facebook.com/myTRSNYC/
https://twitter.com/myTRSNYC/
http://www.youtube.com/user/TRSNYC
https://www.Instagram.com/trsnyc/



