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Purchasing Prior Servicein TCRS

If you are eligible to buy prior service in the
Tennessee Consolidated Retirement System
(TCRS), the first step in the purchase process
is to determine the cost. The TCRS Prior
Service Office will gladly calculate your cost
and send you a prior service billing invoice. To
assist TCRS in processing your request, please
be sure to provide your full name (including
maiden name, if applicable), social security
number, type of service (such as withdrawn
teaching service or peacetime military service),
and the period of service. If you want to reestab-
lish credit for service which you previously
withdrew, TCRS needs to know the approxi-
mate date of withdrawal. If you wish to claim
service that has not previously been reported, an
Application for Additional Retirement Credit or
a Military Claim Form may also be needed.

You have three choices for paying for the prior
service. You may (1) write a personal check;
(2) use money you have accumulated in the
TCRS installment purchase plan; or (3) make a
rollover or transfer from a tax-deferred 401(k)
plan, 403(b) plan, 457 plan, or IRA. Details on
using the TCRS installment plan are provided
in the TCRS publication, Purchasing Prior
Service through the Installment Purchase Plan.
Details on using a rollover are provided below.

Rollover Rules

The Tennessee Consolidated Retirement
System may accept a transfer or rollover of
tax-deferred funds from another eligible plan
or from a traditional IRA as payment for prior
service credit. The member making the
rollover must be eligible to purchase prior
service credit in TCRS and the amount rolled
over to TCRS may not exceed the cost of the
prior service credit being purchased.

A rollover takes place when an individual
moves tax-deferred funds from one retirement

plan to another retirement plan. Any amount
transferred or rolled over to TCRS will remain
in a tax-deferred status until TCRS pays out
that amount in benefits.

Rollovers or transfers will only be accepted at
the time you are ready to complete your prior
service payment. You may not use rollover
funds as a down payment in the Installment
Plan.

Acceptable Rollovers

If you are eligible to make a lump sum payment
to establish service credit in TCRS, you may be
able to make all or part of this payment with a
tax-deferred transfer or rollover from an eligible
retirement plan or a traditional IRA.

TCRS may accept a direct transfer or a rollover
of an eligible distribution from an employer-
sponsored retirement plan which has been
approved by the IRS under Section 401(a),
401(k), or 403(b) of the Internal Revenue Code.
TCRS may also accept transfers or rollovers
from 457 plans sponsored by governmental
entities or from traditional IRAs.

An eligible distribution means a distribution
that is not (1) part of a series of substantially
equal periodic payments made for the life or
life expectancy of the participant or the joint life
or life expectancies of the participant and his
beneficiary, (2) part of a series of substantially
equal periodic payments made for a specified
period of 10 years or more, or (3) a minimum
distribution received after age 70%2. A lump
sum payment issued before age 70%2 is an
example of an eligible distribution.

You may have the money transferred directly
to TCRS or you may roll over all or part of an
eligible distribution to TCRS within 60 days of
receipt.



Unacceptable Rollovers

Rollovers which do not meet the conditions
listed above may not be made to TCRS.
Following are specific examples of distributions
which may NOT be rolled over to TCRS:

A After-tax contributions;

A Money from a Roth IRA, a SIMPLE IRA or
an Education IRA, or a non-governmental
457 plan;

A A distribution received by the beneficiary of
a deceased person other than the spouse;

A An age-required distribution;

A A distribution that is part of a series of
payments spread over 10 years or longer or
over the participant's life or life expectancy.

Application

If you plan to include any transfer or rollover
funds in your lump sum prior service payment,
you must submit an Application for Acceptance
of Transfer or Rollover Funds. Complete the
form, have it certified by the qualified plan
sponsor or IRA trustee, and send it to the TCRS
Prior Service Office. Application forms are
available from www.treasury.state.tn.us/ tcrs
or from the TCRS Prior Service Office. If you
expect to have funds transferred from more
than one plan, complete the Verification section
for each such plan.

The information you provide on the application
form will show TCRS the source(s) of your
lump sum payment. TCRS will not process your
prior service payment until the full amount of
your lump sum prior service payment is received
from all sources.

Impacton Taxes

If tax-deferred dollars are used to purchase
TCRS service credit, that amount will not be
subject to income tax until it is paid out in the
form of monthly benefits. Keep in mind,
however, that if you roll over a partial
distribution from a qualified plan, you will be
prohibited from using forward averaging or
long term capital gains treatment on any later
distribution you receive from that plan.

If after-tax dollars are used to purchase credit,
that amount will be exempt from income tax
when it is paid out in the form of monthly
benefits. The exempt amount is spread out
proportionately over your expected payout
period, thus making a small portion of each
benefit payment exempt from taxes.

Additional Information

Additional information on the federal tax rules
that apply to rolling over funds to qualified
retirement plans may be obtained from a tax
advisor, the Internal Revenue Service, or IRS
Publication 575, Pension and Annuity Income.
Additional information on establishing prior
service credit in TCRS may be obtained from
the Member Services Section of TCRS or from
the TCRS Summary of General Provisions
booklet. Booklets are available from the TCRS
web site at www.treasury.state.tn.us/ tcrs or
you may contact TCRS for a booklet.

Checklist

U Obtain a current prior service billing
statement from the TCRS Prior Service
Office.

U Complete Part I of the TCRS Application for
Acceptance of Transfer or Rollover Funds

U Forward the form to your transferring plan
sponsor for completion of Part II. If you are

requesting transfers to TCRS from more
than one plan, each transferring plan must
complete a Verification form.

U Complete the withdrawal request forms
required by your other plan for transferring
funds. If you are requesting an in-service
transfer from another state-sponsored plan,
you will need to send them a copy of your
TCRS prior service billing invoice along
with your completed withdrawal request
form.

U Submit a personal check to cover any
remaining balance, if needed. Please write
your social security number and the words
“Prior Service Payment” on your check.

NOTE: It is your responsibility to complete all
withdrawal/transfer forms required by your
other plan sponsor as well as all forms required
by TCRS. In addition, you must confirm that
your other plan sponsor completes the TCRS
Verification information and returns the form
to TCRS along with the transfer funds. TCRS
will not process your prior service payment
until all forms are received and the full amount
of your lump sum prior service payment is
received from all sources.

This brochure is intended to provide general information on the
current federal and state rules which apply to rollovers to
TCRS. The information in this brochure is subject to change as
aresult of subsequent federal or state amendments, regulations
and interpretations and does not supersede or restrict state or
federal statute or authority.

The Tennessee Department of Treasury operates all programs
and activities free from discrimination on the basis of sex, race,
or any other classification protected by federal or Tennessee
state law. Individuals with disabilities who may require an
alternative communication format for this or other Treasury
Department publications, should contact the Treasury ADA
coordinator at 615-741-2956.
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