
HOW TO SURVIVE 
TEACHER RETIREMENT

PRESENTED BY:  

TERESA CORNELL, HARLEM SCHOOLS

SHANNA FLORES, HAVRE SCHOOLS

JANE KNUDSEN, MALTA SCHOOLS



Retiree Checklist

Initial Meeting:  information for teachers and forms the Clerk needs to sign…

______   1. Form 129:  Termination Pay - Irrevocable Election Form (on file)

______   2.  Ask for Resignation letter

______   3.  Form 144:  Member & Employer Certification of Termination of Employment

______   4.  Form 117:  Authorization for Deduction of Health Insurance form

______   5.  Form 113:  Retirement Termination Pay   (aka term pay calculator) 

______   6.  Inform teacher of possible out-of-pocket contribution, depending on the option they choose 

on Form 113



Forms in Retirement File (date received):

______   1.  Copy of letter from TRS – in receipt of Form 129:  Term Pay – Irrevocable Election Form

______   2.  Irrevocable Resignation Form from District (retirement incentive)

______   3.  Copy of Resignation Letter

______   4.  Copy of Signed Form 144:  Member & Employer Certification of Termination of Employment

______   5.  Copy of Signed Form 117:  Authorization for Deduction of Health Insurance form

______   6.  Copy of Payroll change form from TRS Insurance Deductions

______   7.  Copy of Signed Form 129:  Termination Pay – Irrevocable Election Form

______   8.  Letter from TRS that the teacher may have to pay termination pay difference

______   9.  Copy of Termination Pay calculation spreadsheet sent to TRS (optional)

______ 10.  Term Pay Calculator from TRS website

______ 11.  Copy of Form 113:  Retirement Termination Pay with Term Pay Calculator on back

______ 12.  Copy of District checks made payable to teacher and any checks from the teacher

______ 13.  Copy of letter/documents to teacher informing them of any out of pocket expense



FORM 129 

–

Termination 

Pay –

Irrevocable 

Election 

Form





THE EMPLOYEE MAKES CHOICE – NOT YOU! 

• Termination pay OPTION 1—the total amount of the termination pay received by the member must be used 

in calculating the member’s retirement benefit by ADDING the total termination pay to the compensation 

used to calculate the member’s average final compensation (AFC). This option provides the largest monthly 

benefit increase and will have the highest cost for both the member and the employer. The required employer 

and employee contributions will be actuarially determined. In many cases, the member’s required 

contributions on the termination pay will be greater than the termination pay amount. 

• Termination pay OPTION 2—the total amount of the termination pay received by the member must be used 

in calculating the member’s retirement benefit by DIVIDING the total amount of termination pay by the 

member’s total number of years of creditable service to determine an annual amount of termination pay. The 

annual amount of termination pay is added to each year of compensation used to calculate the member’s 

AFC. This option provides a smaller monthly benefit increase than option 1. Employer and employee 

contributions will be calculated based on the total statutory employer (including state supplemental) and 

member contribution rates then in effect.



TERMINATION PAY IRREVOCABLE ELECTION FORM 

• TRS recommends that prior to signing an election form, the employee requests an estimate of 

benefits or utilizes the ‘on-line benefit estimator’ located on the TRS website. 

• Termination pay is restricted to payments made at the time of termination and retirement. 

• May elect to have employee contributions deducted from termination. 

• Pay as a tax-deferred contribution. 

• This election form must be signed by employee and employer at least 90 calendar days prior to 

the last pupil instruction day, pupil instruction related day, or termination date. 

• Signing the election form is NOT a commitment to retire on a specific date. 



TP-IEF (continued)

• Your employer is required to withhold and remit TRS contributions, tax deferred. 

• The election is effective on the date the form is signed by you and your employer. 

• The election is only valid with your current employer. 

• If you have more than one employer reporting wages, you must sign an irrevocable election with 

each employer. 



TERMINATION PAY DEFINITION 
CHECK YOUR COLLECTIVE BARGAINING AGREEMENT

• VACATION PAY 

• SICK LEAVE 

• PERSONAL LEAVE

• SEVERANCE PAY 

• EARLY TERMINATION INCENTIVE PLAN (REQUEST TRS REVIEW/DETERMINATION)

• OTHER PAYMENTS CONTINGENT ON TERMINATING EMPLOYMENT 



FORM 144

–

Member and 

Employer 

Certification 

of 

Termination 

of 

Employment



FORM 144 CERTIFICATION OF TERMINATION OF 
EMPLOYMENT (aka prearranged employment agreement)



FORM 117 

–

Authorization 

for Deduction 

of Health 

Insurance



FORM 108 

–

Application 

for 

Retirement 

Allowance

This form is 

included in 

retiree packet 

and is 

returned to 

TRS by the 

retiree.



FORM 108 APPLICATION FOR 
RETIREMENT ALLOWANCE

You will be 

asked for 

estimated 

termination 

pay.



Example of Estimated Term Pay to send 

to TRS when requested or when you 

know that you have teachers who are 

planning to retire.



FORM 113 

–

Retirement 

Termination 

Pay



TERMINATION PAY OPTIONS ON FORM 113  
AGAIN: RETIREE CHOOSES – NOT YOU!

• If at the time of termination and retirement the employee will receive termination pay, they should 

have elected one of the following three options: 

• OPTION 1 - use the total termination pay in the calculation of the employee’s Average Final 

Compensation (AFC). The employee and employer shall pay the actuarially required contributions 

to TRS as are determined by the TRS board to fund the monthly retirement benefit increase. 

• OPTION 2 - divide the termination pay by the total number of years of creditable service to 

determine a yearly amount. 

• OPTION 3 - exclude the termination pay from the calculation of the AFC. 



COMPLETE THIS SECTION WITH ACTUAL (NOT ESTIMATED) 
FINAL TERMINATION PAY

SEND 

ORIGINAL 

FORM 113 

(with Term 

Pay 

Calculator on 

the back) TO 

TRS ONE 

WEEK PRIOR 

TO 

SUBMITTING 

YOUR 

MONTHLY 

REPORT



TERMINATION PAY – IRREVOCABLE ELECTION 
CALCULATION FORMULA 

Termination pay amount 

Less       FICA/Medicare (7.65%)

Net amount (tax deferred)

Less       Calculated TRS contribution 

Either

• A balance remaining will be paid to the employee, less the appropriate tax withholding

Or 

• A balance owing results in an ‘out of pocket’ expense, payable to the TRS by employee personal   

check and mailed in along with FORM 113



TERMINATION PAY - IRREVOCABLE ELECTION 
CALCULATION AGE 60 - EXAMPLE

25 YEARS 30 YEARS 35 YEARS

TERM PAY AMOUNT $ 5,000.00 $ 5,000.00 $ 5,000.00

FICA/MEDICARE 7.65% ($ 382.50) ($ 382.50) ($ 382.50)

NET AMOUNT $ 4,617.50 $ 4,617.50 $ 4,617.50

CONTRIBUTIONS DUE TRS ($ 4,200.00) ($ 5,040.00) ($ 5,880.00)

DIFFERENCE $ 417.50** ($ 422.50)*** ($ 1,262.50)***

MONTHLY BENEFIT INCREASE $ 57.87 $ 69.44 $ 81.02

RECOVERY TIME 6 MONTHS 16 MONTHS

** PAYABLE TO EMPLOYEE, LESS FEDERAL AND MONTANA STATE TAXES.

***OUT OF POCKET EXPENSE PAYABLE TO THE TRS BY PERSONAL CHECK.



TERMINATION PAY – IRREVOCABLE ELECTION  
FORM 129 NOT SIGNED

Employee is not precluded from the use of termination pay in the 

calculation of their average final compensation.

The employee contributions will be taxed (Fed and State).

Employer (you) must remit the net amount of the termination pay 

directly to employee.

Employer (you) will remit the employee contributions due to the TRS with 

employee’s personal check.



TRS Website 
– Employers 

Wage & 
Contribution 

System



or

TRS Website 
– Term Pay 
Calculator











EXAMPLE 
LETTER OF 
OUT-OF-
POCKET 

EXPENSE TO 
RETIREE

 

RE:  Retirement Termination Pay 
 
Dear    , 
 
Enclosed please find a copy of the retirement termination pay form that I have 
submitted to the Teachers Retirement System.  On the back of the form is a copy of the 
retirement termination pay calculator.   
 
You will have an out of pocket expense to pay to the TRS.  This out of pocket expense 
represents the additional employee contribution to fund an increase to your monthly 
retirement benefit. 
 
Please make your check payable to the TRS in the amount of $1,795.98 and return to 
me by June 18, 2018.  I am required to submit your check with the school district 
check. 
 
This amount is an estimate and is subject to change once TRS reviews the term pay 
calculator.  If the amount does change, I will contact you for any additional funds you 
may owe. 
 
Please call me if you have any questions. 
 
Sincerely, 
 
 
Business Manager 
District Clerk  



EXAMPLE 
LETTER

WITH NO 
OUT-OF-
POCKET 

EXPENSE TO 
RETIREE

RE:  Retirement Termination Pay 
 
Dear   , 
 
Enclosed please find a copy of the retirement termination pay form that I 
have submitted to the Teachers Retirement System.  On the back of the 
form is a copy of the retirement termination pay calculator.   
 
You will NOT have an out of pocket expense to pay to the TRS.   
 
This form is for your information. 
 
Please call me if you have any questions. 
 
Sincerely, 
 
 
Business Manager 
District Clerk  
 



ANY QUESTIONS???

THANK YOU FOR COMING!!!


