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The Texas Classroom Teachers Association appreciates this opportunity to provide input on the
Teacher Retirement System of Texas” 2028-2029 Legislative Appropriations Request. TCTA
appreciates the Legislature's continued support of TRS and the important role the system plays in
providing retirement security and health care to current and former public education employees.
Texas educators make a significant investment in our state. They spend decades educating students,
strengthening communities and preparing the workforce Texas will need in the future. They also
make substantial contributions toward their own retirement and health care. TCTA believes it is
important that the state continue to make thoughtful investments in these benefits so they remain
meaningful and sustainable for educators and retirees.

TCTA Recommendations

* Make a substantial one-time state appropriation to TRS to restore the pension fund to the
31-year statutory funding threshold, with consideration given to a larger payment that would
materially shorten the funding period.

* Increase the state's ongoing statutory contribution rate, subject to actuarial analysis and a
responsible phase-in, to strengthen the pension fund and provide an opportunity to pre-fund
future benefit enhancements.

* Establish a permanent, actuarially conditioned mechanism for future cost-of-living
adjustments, building on the gain-sharing concept considered by the Legislature in 2023.

* Provide the requested $110 million in FY 2028 for TRS-ActiveCare to help limit average
premium increases to no more than 10%.

* Increase the state's $75-per-employee-per-month health insurance contribution, which has
remained unchanged since 2001 despite substantial increases in medical-care costs.

EDUCATORS HAVE MADE A SIGNIFICANT INVESTMENT IN TEXAS

A strong defined benefit pension is an important part of recruiting and retaining experienced
educators. Teachers often spend much of their working lives in public education, building careers
around service to students and communities. A retirement benefit that is predictable and based on
years of service is particularly valuable for this workforce. The ability to continue building service
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credit within the same statewide retirement system provides an important advantage for educators
who may spend 25, 30 or more years working in public education and who may move between
school districts during their career.

Retirement security through TRS is especially important because approximately 96% of Texas
public-school employees do not participate in Social Security through their employment, according
to TRS. For these educators, TRS is the primary source of retirement security.

The pension is also a significant part of the compensation educators earn over the course of their
careers. School employees contribute 8.25% of their salaries to TRS, making a substantial
investment in their own retirement as well as a much broader investment in Texas through their
careers in public education. TCTA believes these contributions are important considerations as the
Legislature evaluates the long-term funding needs of TRS.

THE TRS PENSION FUND

TRS remains a strong, professionally managed defined benefit pension system. As of June 2026, the
pension trust fund had a market value of $252.4 billion, and its one-year investment return exceeded
16.4%, above the system's 7% investment return assumption.

The system's investment performance is encouraging, but the most recent actuarial valuation
demonstrates that additional attention to pension funding is warranted. The 2025 valuation shows
that the unfunded actuarial accrued liability increased from $60.6 billion to $§64.9 billion, while the
funded ratio declined slightly from 77.8% to 77.5%. Most significantly, the projected funding period
increased from 28 years to 35 years, exceeding the 31-year statutory funding threshold.

A ONE-TIME STATE APPROPRIATION

TCTA respectfully requests that the Legislature consider a substantial one-time state appropriation
to TRS to address the current unfunded liability.

The 89th Legislature's House Bill 2 created the Teacher Retention Allotment (TRA), providing
additional compensation to eligible classroom teachers based on experience and the size of the
school system. Compensation provided through TRA is creditable compensation for purposes of
TRS. This was an important investment in teacher retention and compensation. It also creates an
associated pension obligation for TRS. TCTA believes it is most appropriate for the state to account
for that obligation as part of its investment in educators. The amount of a one-time appropriation
should be determined through actuarial analysis and be sufficient to restore the funding period to 31
years or less. Consideration should be given to a larger payment that would materially shorten the
funding period and further strengthen the pension system.

A state-funded payment would address the existing liability while avoiding additional costs for
educators and limiting additional financial pressure on school districts.

A STRONGER ONGOING STATE CONTRIBUTION
A one-time appropriation would address the existing unfunded liability. Looking forward, TCTA
also believes the Legislature should consider increasing the state's ongoing contribution rate.

Texas's contribution level is notably low compared with other states. Per the National Association of
State Retirement Administrators (NASRA), Texas has the lowest total employer contribution toward
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teacher retirement among the states. Data shows that the median employer contribution was
approximately 21% in states where teachers do not participate in Social Security and approximately
16% in states where teachers do. Texas's combined state and district employer contribution of
10.25% (with the state at 8.25% and public education employers at 2%.) is substantially below both
of those levels. This comparison is important in considering the appropriate balance between
employee and employer contributions.

TCTA recognizes that any change in the contribution rate should be carefully evaluated through
actuarial analysis and implemented responsibly. A higher ongoing state contribution, however, could
provide greater stability for the pension fund and help Texas better pre-fund future obligations.

It would also provide a stronger foundation for future benefit enhancements, including cost-of-
living adjustments, without requiring the Legislature to address those needs only after retirees have
experienced significant losses in purchasing power.

A RESPONSIBLE APPROACH TO FUTURE COLAS
TCTA also supports establishing a permanent mechanism for providing cost-of-living adjustments
to TRS retirees when the financial condition of the pension fund permits.

The Legislature's 2023 action providing a voter-approved COLA was an important recognition of
the erosion in retirees' purchasing power. Additionally, the overwhelming support of voters showed
the strong value the public places on educators. However, TRS does not currently have an automatic
COLA, leaving future increases dependent on legislative action.

One potential starting point is the 2023 gain-sharing proposal by Rep. Greg Bonnen, C.S.H.B. 600.
The proposal would have created a COLA beginning in FY 2029 when TRS's average investment
return over the preceding five fiscal years was at least 7%. The proposed formula would have used
50% of the average investment return above 5%, with the COLA capped at 2% annually. The
proposal also would have increased state and member contribution rates to 9% and required
actuarially determined payments.

TCTA believes this type of objective, investment-based mechanism offers a promising approach to
providing retirees with greater predictability while maintaining appropriate financial safeguards for
the pension fund.

TRS-ACTIVECARE
TCTA supports providing the $110 million requested for FY 2028 to help maintain average TRS-
ActiveCare premium increases below 10%.

The Legislature has recognized the importance of limiting increases in health insurance premiums
for public education employees and their families. Continuing the five-year plan to smooth premium
increases following the premium reduction in FY 2023 will provide greater predictability for
ActiveCare participants as they plan for their health care costs. TCTA respectfully asks the
Legislature to approve this request.

THE STATE HEALTH INSURANCE CONTRIBUTION
TCTA also encourages the Legislature to consider a longer-term improvement to the state's
contribution toward public education employee health insurance.
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The state's contribution has remained $75 per employee per month since 2001, while the minimum
district contribution has also remained unchanged for more than two decades. Health care costs,
however, have changed substantially during that period. According to the U.S. Bureau of Labor
Statistics, the Medical Care Consumer Price Index increased approximately 118% from 2001
through July 2026. Based on that measure of medical-care inflation, $75 in 2001 would be
approximately $163 today. The state contribution has therefore lost substantial purchasing power
even as health care costs have increased.

Increasing the state's contribution would also have an important benefit beyond TRS-ActiveCare as
some school districts sponsor their own health insurance plans or participate in commercial market
plans. A state contribution tied to public education employees rather than to participation in a
particular health plan would help make the state's investment in health care more equitable and
would benefit educators regardless of whether their district participates in TRS-ActiveCare or
obtains coverage elsewhere.

The $110 million ActiveCare appropriation is an important step in protecting participants from
significant premium increases. A higher ongoing state contribution would provide a broader and
more permanent investment in health care affordability for public education employees across
Texas.

CONCLUSION

Texas educators have made a significant investment in our state through their careers in public
education. They also contribute directly toward their retirement through the TRS pension system
and, in most cases, do not participate in Social Security through their public education employment.
We believe the state has an important role in ensuring that the benefits educators have earned
remain financially secure and meaningful.

TCTA appreciates the Legislature's continued attention to the Teacher Retirement System of Texas
and its commitment to the retirement security and health care needs of public education employees
and retirees. We look forward to continuing to work together on these issues and on efforts that
strengthen the financial security of the educators who serve Texas students every day.
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