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PERSPECTIVE ON
RETIREMENT

TCDRS provides lifetime retirement benefits that Texans can count on.

Our members work hard to make our communities better and safer places to live.
We are designed to ensure benefits remain reliable for the employees of yesterday,
today and tomorrow.

Maintaining a long-term view is one of our greatest strengths. Nowhere is keeping
that perspective more important than with our investments. Investment returns
play a vital role in our retirement benefits.

Thinking long term enables TCDRS to weather short-term fluctuations in the market
and keeps us focused on what's important: helping our employers provide reliable
retirement benefits to their employees.

Our results also reflect this long-term perspective:
* Public employers continue to join the system each year and we now serve
more than 700 diverse counties and governmental districts across Texas.

* We help more than 270,000 Texans save for retirement.

* We generate value for all of Texas. In 2015, we paid $1.2 billion in benefits and
most of that money went to Texas addresses.

TCDRS continues to be one of the best-funded retirement systems in the nation.
We are proud of the services we've provided for nearly 50 years, and we look
forward to providing reliable benefits to every generation of Texans who chooses
a career in public service.
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GTLF: SUMMARY OF ACTUARIAL ASSUMPTIONS, METHODS AND DATA

A: ACTUARIAL ASSUMPTIONS
AND METHODS

Except for the mortality assumptions, the actuarial
assumptions described below for the Group Term
Life plan, an other post-employment benefit
(OPEB) plan, were developed from an actuarial
investigation of the experience of TCDRS over

the years 2009-2012. They were recommended by
Milliman, Inc., adopted by the TCDRS Board of
Trustees in 2013 and first used in the Dec. 31,2013
actuarial valuation. The mortality assumptions were
developed by Milliman, Inc. and adopted by the
TCDRS Board of Trustees in 2015, and first used in
the Dec. 31,2015 actuarial valuation.

Termination Rates

Same as for retirement plan.

Withdrawal Rates

Same as for retirement plan.

Disability Rates

Same as for retirement plan.

Service Retirement Rates

Same as for retirement plan.

Mortality Rates

Same as for retirement plan.

Investment Return

The rate of return is 7%, which is a statutory
allocation and is not dependent on investment
earnings.

Salary Increases

Same as for retirement plan.

Actuarial Value of Assets

All assets are valued at fund value. The fund’s assets

are pooled with those of the Pension Trust Fund
under provisions of the TCDRS Act.

Actuarial Cost Method

For funding purposes, the unit credit cost method is
used for determining the cost of one-year term life
insurance for both active employees and retirees. The

only demographic assumptions used for determining
funding requirements are active employee mortality
rates and retiree mortality rates.

For accounting reporting purposes, the unit credit
cost method for determining one-year term life
insurance is used for the active insurance benefit.
'Thus, the normal cost is equal to the active premium
rate. For the retiree Group Term Life benefit, the
entry-age actuarial cost method is used. The normal
cost rate used in the valuation was calculated based
on all current employees who are covered under

the Group Term Life program, but only if the
participating employer also covers its retirees. The
aggregate normal cost is the ratio of the actuarial
present value of projected insurance benefits payable
after retirement to the projected salaries of all
employees covered by the Group Term Life program.
The total Group Term Life normal cost is the sum of
this normal cost and the entry-age normal cost for
the retiree insurance benefit.

Changes in Actuarial Assumptions and Methods

There were changes in assumptions reflected in the
Dec. 31,2015 actuarial valuation. There were no
changes in methods for the Dec. 31,2015 actuarial
valuation.

Mortality assumptions have been changed to reflect
projected improvements. The current generational
mortality assumptions are as follows:

Depositing members:

'The RP-2000 Active Employee Mortality Table
for males with a two-year set-forward and the
RP-2000 Active Employee Mortality Table for
females with a four-year setback, both projected to
2014 with scale AA and then projected with 110%
of the MP-2014 Ultimate scale after that.

Service retirees, beneficiaries and non-depositing
members:

'The RP-2000 Combined Mortality Table
projected to 2014 with scale AA and then
projected with 110% of the MP-2014 Ultimate
scale after that, with a one-year set-forward for
males and no age adjustment for females.

Disabled retirees:

RP-2000 Disabled Mortality Table projected
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GTLF: SUMMARY OF ACTUARIAL ASSUMPTIONS, METHODS AND DATA

to 2014 with scale AA and then projected with
110% of the MP-2014 Ultimate scale after that,
with no age adjustment for males and a two-year
set-forward for females.

'The previous mortality assumptions may be
referenced in the Dec. 31,2014 CAFR.

B: PLAN PROVISIONS

Participation in the Group Term Life Plan

Employers who participate in the TCDRS
retirement plan may elect to participate in the
Group Term Life plan. Employers may elect to cover
members who are active employees only or both

members who are active employees and retirees,
and may elect to change or discontinue coverage
annually.

Benefit Eligibility

'The county or district must have elected the
applicable Group Term Life coverage for the
calendar year in which a member who is an active
employee or retiree dies.

Amount of Insurance Benefit

If death occurs while the member is actively
employed, the benefit is an amount equal to the
employee’s most recent regular annualized salary. The
insurance benefit payable to retirees is $5,000.

TABLE 14: GTLF — RETIREES COVERED

New

Retirees Retirees
Year Ended Added Removed
12/31/10 1,071 245
12/31/11 555 4,806
12/31/12 623 136
12/31/13 618 196
12/31/14 676 183
12/31/15 639 203

Percent
Net Total Change in

Change in Number of Number

Retirees Retirees’ Covered

826 10,065 8.9%
(4,251) 5814 (42.2)
487 6,301 8.4
422 6,723 6.7
493 7,216 7.3
436 7,652 6.0

" A single individual may have coverage with more than one participating employer.

TABLE 15: GTLF — RETIREES COVERAGE AMOUNTS

Year Ended

12/31/10
12/31/11
12/31/12
12/31/13
12/31/14
12/31/15

New
Annual
Coverage
Added

$ 5,355,000
2,775,000
3,115,000
3,090,000
3,380,000
3,195,000

Annual
Coverage
Removed

$ 1,225,000
24,030,000
680,000
980,000
915,000
1,015,000

Net Change
in Annual
Coverage

Amount

$ 4,130,000
(21,255,000)
2,435,000
2,110,000
2,465,000
2,180,000

Annual
Coverage
Amount’

$ 50,325,000
29,070,000
31,505,000
33,615,000
36,080,000
38,260,000

@)
c
Percent Average >
Change in Annual Coverage w
Annual Coverage Per Retiree o
8.9% $ 5,000 E
(42.2) 5,000
8.4 5,000
6.7 5,000
73 5,000
6.0 5,000

" A single individual may have coverage with more than one participating employer.
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GTLF: SUMMARY OF ACTUARIAL ASSUMPTIONS, METHODS AND DATA

TABLE 16: GTLF SOLVENCY TEST

($ Millions)
Actuarial Accrued Liabilities for
m @ ®) _ Portionof
Current Retirees Current Members Actuarial Actuarial Accrued Liabilities
Valuation Member and (Employer- Value of Covered by Net Position
Date Deposits Beneficiaries Financed Portion) Assets ) (2) 3)
12/31/10 N/A $19.85 $14.07 $19.30 N/A 97.2% 0.0%
12/31/11 N/A 12.03 8.59 22.00 N/A 100.0 100.0
12/31/12 N/A 12.96 8.91 23.30 N/A 100.0 100.0
12/31/13 N/A 13.77 8.99 24.80 N/A 100.0 100.0
12/31/14 N/A 14.73 9.33 26.40 N/A 100.0 100.0
12/31/15 N/A 15.32 9.32 29.67 N/A 100.0 100.0

N/A = Not Applicable

Presented above is one short-term means of checking a system’s progress under its funding program. The present assets are compared with: (1) current member contributions on deposit;
(2) the liabilities for future benefits to current retirees and beneficiaries; and (3) the employer-financed portion of the liabilities for service already rendered by current members. In a
system that has been following the discipline of level percent of payroll financing, the liabilities for current member contributions on deposit (liability 1) and the liabilities for future benefits
to current retirees and beneficiaries (liability 2) will be fully covered by present assets (except in rare circumstances). In addition, the employer-financed portion of liabilities for service
already rendered by current members (liability 3) will be at least partially covered by the remainder of present assets.

TABLE 17: GTLF PARTICIPATING EMPLOYERS AND COVERED MEMBERS'

Covered Members

Number of Percent Increase Average

Valuation Participating Annual Average in Average Employer Employer

Date Employers Number Payroll Annual Pay Annual Pay Premiums Rate
12/31/10 270 48,061 $2,105,375,212 $ 43,806 21% $ 7,340,463 0.35%
12/31/11 269 32,499 2,064,853,871 39,190 (10.5) 5,927,549 0.29
12/31/12 276 32,579 1,293,840,378 39,714 1.3 3,949,356 0.31
12/31/13 279 33,118 1,343,369,311 40,563 21 4,203,456 0.31
12/31/14 289 33,394 1,419,012,335 42,493 4.8 4,510,866 0.32
12/31/15 298 34,548 1,502,084,556 43,478 23 4,766,129 0.32

" Includes only employers that participate in the Group Term Life program.
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STATISTICAL

RETURNING VALUE TO TEXAS

By and large, TCDRS retirees continue to live in their local communities after retirement. That means retirees
are using their retirement benefits to return value to their hometowns. In turn, this generates value for all
of Texas.



INTRODUCTION

'The Statistical Section provides additional detail

to assist you in interpreting the information in the
Financial Statements, Notes to Financial Statements
and Required Supplementary Information. The
information is presented in two main categories:
Financial Trends Data and Demographic and
Operating Information.

The Financial Trends Data illustrates how TCDRS’
financial position has changed over time. The
changes in net position for the last 10 fiscal years
show additions by source, deductions by type and
the total change in Pension Trust Fund and Group
Term Life Fund (GTLF) net position for each year.
The pension benefit expenses by type gives data on
benefits paid and withdrawal deductions for the last
10 fiscal years.

'The Demographic and Operating Information
provides details about TCDRS’ operations and
membership. The schedule of New Retiree Average
Benefits gives the average monthly benefit and
number of retired members, organized by five-year
increments of credited service, for the last 10 fiscal
years. Data is given for both pension benefits and for
GTLF benefit payments. This section also includes
information on the number of annuitants grouped by
age and by type of benefits, along with a description
of the retirement payment options. The schedule of
largest participating employers compares the number
of current members for those employers for the most
recent year-end and as of nine years ago.
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FINANCIAL TRENDS DATA

STATISTICAL
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FINANCIAL TRENDS DATA

FIGURE 1: ADDITIONS BY SOURCE — 2015 FIGURE 2: DEDUCTIONS BY TYPE — 2015
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DEMOGRAPHIC AND OPERATING INFORMATION

TABLE 2: BENEFIT AT RETIREMENT FOR RECENT RETIREES

This schedule reports the number and average monthly benefit at retirement
for recent retirees grouped by years of credited service and year of retirement.

Years of Credited Service

0-5 5-10 10-15 15-20 20-25 25-30 30+
2006
Average Monthly Benefit $246 $537 $923 $1,367 $1,834 $2,693 $3,715
Number of Annuitants 197 421 497 493 535 383 173
2007
Average Monthly Benefit $208 $593 $919 $1,344 $1,968 $2,671 $3,768
Number of Annuitants 231 378 492 427 490 351 181
2008
Average Monthly Benefit $184 $630 $961 $1,446 $2,023 $2,883 $4,353
Number of Annuitants 243 440 527 479 511 400 247
2009
Average Monthly Benefit $230 $608 $1,009 $1,503 $1,998 $3,059 $4,096
Number of Annuitants 268 421 513 439 474 392 220
2010
Average Monthly Benefit $237 $731 $1,026 $1,604 $2,190 $3,192 $4,463
Number of Annuitants 400 538 639 557 616 573 342
2011
Average Monthly Benefit $256 $683 $1,064 $1,558 $2,376 $3,206 $4,712
Number of Annuitants 412 569 651 546 652 477 356
2012
Average Monthly Benefit $253 $649 $1,125 $1,626 $2,250 $3,220 $4,841
Number of Annuitants 484 687 717 590 700 508 411
2013
Average Monthly Benefit $235 $668 $1,210 $1,648 $2,247 $3,396 $4,735
Number of Annuitants 449 671 684 575 642 462 415
2014
Average Monthly Benefit $253 $708 $1,228 $1,707 $2,423 $3,691 $5,002
Number of Annuitants 459 782 761 677 745 599 512
2015
Average Monthly Benefit $289 $756 $1,239 $1,841 $2,518 $3,462 $5,390
Number of Annuitants 450 733 741 626 674 495 492

Note: Benefits are not based on final average salary data, therefore final average salary data is not presented. Instead, TCDRS' benefits are account-based consisting of member deposits
over their working career.

TABLE 3: AVERAGE BENEFITS TABLE 4: AVERAGE BENEFIT
This schedule reports the average benefit FROFILE BY EMPLOYER TYRE

As of Dec. 31, 2015

for retirees and for all retirees and beneficiaries.

Retirees Only All Payees Retirees Only All Payees
As of Dec. 31, Monthly  Annually Monthly  Annually Monthly  Annually Monthly  Annually
2010 $1,465 $ 17,580 $1,372 $ 16,464 Counties $1,788 $ 21,456 $ 1,668 $20,016

2011 1526 18,312 1,427 17,124 Districts 1,455 17,460 1,379 16,548 a
2012 1,581 18,972 1,479 17,748 >
2013 1,629 19,548 1,624 18,288 ﬂ
2014 1,693 20,316 1,586 19,032 V2]
2015 1,752 21,024 1,637 19,644 ﬂ
@)
" In cases of retirees with multiple accounts from a single employer, the accounts are >
considered as a single benefit. Benefits from multiple employers to a single retiree are H

calculated as multiple benefits.
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DEMOGRAPHIC AND OPERATING INFORMATION

TABLE 5: ANNUITANTS BY TYPE OF BENEFIT

Annuitants

Retirement Option Selected

. F SESN & S S S S S

Amount of & ng“‘ © c\o‘i\QoQ o\o‘*o o\o‘*o oo *ef‘;\ *ef‘;\ Q;&‘O
Monthly Benefit & ¥ RO A0 RN ~ Ked N )

$0-499 9,621 3,686 5,092 3,039 1,384 330 1,065 159 1,466 632 140

500 — 999 10,591 2,306 5,004 2,913 1,543 410 1,143 70 1,055 611 148
1,000 - 1,499 7,577 1,114 3,128 1,877 1,252 331 930 73 622 372 106
1,500 - 1,999 5,400 614 2,210 1,193 830 331 699 48 366 264 73
2,000 - 2,499 3,998 357 1,569 865 641 201 601 19 253 173 33
2,500 - 2,999 2,784 222 1,117 571 457 162 385 12 162 117 23
3,000 - 3,499 2,070 146 810 431 309 118 307 10 120 93 18
3,500 - 3,999 1,440 84 577 278 211 77 221 4 84 64 8
4,000 - 4,499 1,065 60 418 225 166 64 136 2 54 56 4
4,500 - 4,999 770 29 300 152 100 50 133 2 31 27 4
5,000 - 5,499 614 31 238 116 80 47 100 2 24 36 2
5,500 - 5,999 428 13 169 85 61 39 56 0 17 14 0
6,000 - 6,499 335 6 118 59 44 29 58 2 12 19 0
6,500 - 6,999 221 10 80 42 26 18 39 0 14 11 1
7,000 & Over 746 24 249 154 81 69 149 2 36 29 1

Subtotals 47,660 8,702 | 21,079 | 12,000 7,185 2,276 6,022 405 4,316 2,518 561
Totals 56,362 56,362

' Retirement payment option is no longer available to new retirees.
RETIREMENT BENEFIT 50% to Beneficiary

PAYMENT OPTIONS

All options pay the retiree a monthly benefit for life
and, when a retiree passes away, guarantee that the
total benefit paid will equal, at a minimum, the total
accumulated contributions of the retiree.

Single Life

Payments cease upon the death of the retiree.

15-year Guaranteed Term

If the retiree dies within 15 years of retirement, the
beneficiary will receive the same monthly payment
as the retiree for the balance of the 15-year period,
at which time payments cease.

10-year Guaranteed Term

If the retiree dies within 10 years of retirement, the
beneficiary will receive the same monthly payment
as the retiree for the balance of the 10-year period,
at which time payments cease.

80

At the death of the retiree, the beneficiary will receive
50% of the retiree’s monthly payment throughout the
beneficiary’s life.

75% to Beneficiary

At the death of the retiree, the beneficiary will receive
75% of the retiree’s monthly payment throughout the
beneficiary’s life.

100% to Beneficiary

At the death of the retiree, the beneficiary will receive
100% of the monthly amount paid to the retiree
throughout the beneficiary’s life.

100% to Beneficiary with Pop-up

If the beneficiary survives the retiree, monthly
payments equal to 100% of the monthly amount paid
to the retiree continue to the beneficiary for life. If the
retiree outlives the beneficiary, the monthly payment
amount will increase (pop up) after the beneficiary’s
death to the higher amount of the Single Life option.
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DEMOGRAPHIC AND OPERATING INFORMATION

FIGURE 4: NUMBER OF ANNUITANTS GROUPED BY AGE
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TABLE 6: LARGEST PARTICIPATING EMPLOYERS — CURRENT YEAR AND NINE YEARS AGO

2015 2006
Number of Number of
Current Current

Employee % of Total Employee % of Total
Employer Accounts Rank System Accounts Rank System
Harris County 16,342 1 12.6% 15,341 1 13.8%
Dallas County 6,729 2 52% 6,625 2 6.0%
Travis County 5,148 3 4.0% 4,324 4 3.9%
Bexar County 5,134 4 4.0% 4,773 3 4.4% £
Tarrant County 4,423 5 3.4% 4177 5 3.8% >
Hidalgo County 3,038 6 2.4% 2,541 7 23% z
El Paso County 2,932 7 2.3% 2,772 6 25% fﬂ
Fort Bend County 2,664 8 21% 1,810 8 1.6% Ly
El Paso Co. Hospital District 2,618 9 2.0% 1,722 10 1.6% g
Montgomery County 2,208 10 1.7% 1,796 9 1.6% e~
All others 77,981 60.3% 64,910 58.5%
Totals 129,217 100.0% 110,791 100.0%
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DEMOGRAPHIC AND OPERATING INFORMATION

TABLE 7: GROUP TERM LIFE FUND — AVERAGE BENEFITS PAID

This schedule reports the number of GTLF

insurance payments and the average benefits paid.

2006
Average Benefit Payment
Number of Payments

2007
Average Benefit Payment
Number of Payments

2008
Average Benefit Payment
Number of Payments

2009
Average Benefit Payment
Number of Payments

2010
Average Benefit Payment
Number of Payments

2011
Average Benefit Payment
Number of Payments

2012
Average Benefit Payment
Number of Payments

2013
Average Benefit Payment
Number of Payments

2014
Average Benefit Payment
Number of Payments

2015
Average Benefit Payment
Number of Payments

Active Retirees
$33,291 $5,000
95 224
$36,459 $5,000
89 267
$37,068 $5,000
111 231
$39,161 $5,000
93 261
$36,918 $5,000
20 243
$30,026 $5,000
113 292
$35,890 $5,000
83 180
$38,659 $5,000
83 222
$41,205 $5,000
89 194
$36,819 $5,000
63 217
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ACCRUED BENEFIT

An individual’s benefit, based on compensation and
service, as of a specific date.

ACTUARIAL ACCRUED LIABILITY

'The portion, as determined by the actuarial cost
method, of the Actuarial Present Value of pension
plan benefits and expenses that is not provided for by
future Normal Costs.

ACTUARIAL ASSUMPTIONS

In order to estimate the cost of funding benefits,

the actuaries use long-term assumptions. Examples
include mortality, termination, disablement and
retirement; changes in salary; payroll growth;
investment returns and other relevant items. Actuarial
assumptions are adopted by the board of trustees
upon recommendation of the consulting actuaries.
The assumptions are reviewed every four years.

ACTUARIAL GAIN (LOSS)

The difference between actual results and what was
projected to happen based on Actuarial Assumptions
during the period between annual Actuarial
Valuations.

ACTUARIAL PRESENT VALUE

'The calculated value of a series of projected cash
flows expressed in present day dollars as of the
valuation date using actuarial assumptions.

ACTUARIAL VALUATION

'The process to calculate the employer contribution
rate. This process determines the Normal Cost,
Actuarial Accrued Liability, Actuarial Value of
Assets and Actuarial Present Values.

ACTUARIAL VALUE OF ASSETS

'The value of cash, investments and other property
belonging to a pension plan, as used by the actuary
for the purpose of an Actuarial Valuation.

ACTUARIALLY EQUIVALENT
PAYMENT OPTIONS

Different benefit payment options that pay different
amounts per month, but are of equal value at the
time the option is selected.
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ALERTAN MLP INDEX

'This index is a composite of the 50 most prominent
energy Master Limited Partnerships. The index
is calculated using a float-adjusted, capitalization-

weighted methodology.

BARCLAYS AGGREGATE BOND INDEX

'This index incorporates all domestic debt issues with
maturities greater than one year and in amounts
greater than $1 million. Included are publicly issued,
nonconvertible, domestic debt issues of the U.S.
government and its agencies and corporations in
industrial, utility or financial segments.

BARCLAYS U.S. TIPS INDEX

This index consists of inflation-protected securities
issued by the U.S. Treasury. Securities must be fixed-
rate with at least $250 million of par outstanding
and at least one year to final maturity. They must also
be rated investment-grade (Baa3/BBB- or higher) by
at least two of the three ratings agencies (Moody’s,
S&P or Fitch).

BASIC BENEFIT

Benefits attributable to the member’s accumulated
deposits and an equal matching amount provided by
the employer.

BENCHMARK PORTFOLIOS

Portfolios represented by specific indices that are
created for the purpose of measuring the relative
performance of investment managers, asset classes
and, in the case of the Policy Benchmark Portfolio,
the entire TCDRS portfolio. Data regarding
performance of these benchmark portfolios during
any period indicate the returns that were available
during the period for comparable investments that
were passively managed. Comparisons indicate the
value added by each manager, if any, in excess of the
performance that was experienced by the specific
benchmark index.

CAMBRIDGE ASSOCIATES GLOBAL PRIVATE EQUITY
& VENTURE CAPITAL INDEX

A custom benchmark index provided by Cambridge
Associates based on data compiled from more than
1,500 global private equity and venture capital funds,
including fully liquidated partnerships, with first



GLOSSARY

cash flows occurring between 2006 and 2014. The
benchmark return is net of fees, expenses and carried
interest.

CAMBRIDGE ASSOCIATES REAL ESTATE INDEX
A custom benchmark index provided by Cambridge

Associates based on data compiled from nearly

400 global private real estate funds, including

tully liquidated partnerships with first cash flows
occurring between 2007 and 2014. The benchmark

return is net of fees, expenses and carried interest.

CITIGROUP HIGH-YIELD CASH-PAY

CAPPED INDEX

This index includes cash-pay bonds with a below-
investment-grade rating by both Moody’s Investor
Services and Standard & Poor’s. The bonds must
have a maturity of at least one year and a minimum
amount outstanding of $100 million. The par value
of individual issuers is capped at $5 billion par
outstanding.

COMMODITIES

Investment in resources that can be perishable
(grains, sugar, etc.) and non-perishable (metals,
energy, etc.). Commodities provide protection
against inflation and have low correlation to stocks
and other asset classes.

DIRECT LENDING

Privately originated debt made to small to medium-
sized companies or to real estate investors in order to
take advantage of disruptions in the banking system.

DISTRESSED DEBT

Distressed debt investments are investments in
partnerships that purchase the debt of companies
experiencing financial distress ranging from
deteriorating financial conditions to bankruptcy.
Strategies employed include trading, participating
in restructuring transactions and controlling

bankruptcy proceedings.

DOW JONES U.S. TOTAL

STOCK MARKET INDEX

This index is one of the broadest measures of
domestic equity performance since it is computed
based upon all equity trades of U.S. stocks during
any day. Each company included within the index is

not equally weighted within the index, but rather is
weighted according to its market value among the
market values of all U.S. companies.

EMPLOYER REQUIRED CONTRIBUTION RATE

The percentage of payroll the employer is required
to contribute to fund future benefits for their current
employees, former employees and retirees. It is the
sum of the Normal Cost Contribution Rate and the
Unfunded Actuarial Accrued Liability Contribution
Rate.

ENTRY-AGE ACTUARIAL COST METHOD

An actuarial cost method under which the Actuarial
Present Value of the Projected Benefits of each
individual included in an Actuarial Valuation is
allocated on a level basis over the earnings or service
of the individual between entry age and assumed
exit ages. The portion of this Actuarial Present Value
allocated to a valuation year is called the Normal
Cost. The portion of this Actuarial Present Value not
provided for at a Valuation Date by the Actuarial
Present Value of future Normal Costs is called the
Actuarial Accrued Liability.

FOREIGN CURRENCY FORWARD CONTRACTS

Forward contracts are over-the-counter agreements
between two parties to buy and sell a currency at a
set price on a future date. The contracts are marked-
to-market on each valuation date with any resulting
unrealized appreciation or depreciation recorded

on such date. Realized gains or losses equal to the
value of the contract when it was opened and the
settlement amount at the time the contract is closed
(or rolled) are recorded upon receipt of the currency.

FTSE EPRA/NAREIT GLOBAL

REAL ESTATE INDEX

'This index, developed by The Financial Times and
London Stock Exchange (FTSE) in conjunction
with the European Public Real Estate Association
(EPRA) and National Association of Real Estate
Investment Trusts (NAREIT) includes worldwide

listed stocks of income-producing real estate.

FTSE NAREIT ALL EQUITY REIT INDEX

'This index gives a broad exposure to U.S. publicly
traded equity REITs in every property sector.
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GLOBAL EQUITY

Investments in stocks included in all public markets,
both domestic and international.

HEDGE FUND RESEARCH INSTITUTE (HFRI) FUND
OF FUNDS COMPOSITE INDEX

This index consists of more than 650 funds with
each managing a group of diverse hedge funds.
Each fund of funds has at least $50 million under
management or has been actively trading for at least
twelve months. The index includes both domestic
and offshore funds that offer diverse strategies. All
constituent funds report returns net of fees on a
monthly basis.

HEDGE FUNDS

An investment strategy applied to a variety of
different investments to help manage risk within
the entire portfolio. Over a full market cycle, hedge
tunds produce equity-like returns with less than
half the risk of stocks. Hedge funds do well when
markets are up and mitigate losses during market
downturns.

HIGH-YIELD BOND

Domestic fixed-income securities that have not been
highly rated by national rating agencies, such as
Moody’s Investors Service (Moody’s) or Standard &
Poor’s (S&P). A security is considered a high-yield
bond if it is rated below Baa3 by Moody’s or below
BBB- by S&P. To pay for the risk, the interest rates
earned are higher than investment-grade bonds.

INVESTMENT-GRADE BONDS

'The investment-grade bonds portfolio consists of
debt securities issued by the U.S. Treasury or an
agency or government-sponsored entity (GSE) of
the United States (U.S. governments); mortgage-
related instruments, U.S. dollar-denominated
fixed-income securities issued by U.S. and foreign
corporations; and U.S. dollar-denominated debt
issued by foreign governments and supranationals.
Additionally, these portfolios may contain minimal
investments in short-term instruments, non-rated
securities, private placement securities, convertible
bonds and preferred stock. The portfolio should
exhibit an overall dollar-weighted average quality
rating of AA.
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MASTER LIMITED PARTNERSHIPS (MLPs)

Publicly traded partnership interests created by
Congress to encourage investment in domestic
energy infrastructure. At the entity level, these
interests are tax free provided that 90% of their
income comes from natural resources such as
oil, natural gas, coal, timber and other depletable
resources.

MSCI EAFE INDEX

(EUROPE, AUSTRALASIA, FAR EAST)

This index, prepared by Morgan Stanley Capital
International (MSCI), is designed to measure
developed market equity performance excluding the
United States and Canada.

MSCI EMERGING MARKETS (EM) INDEX

'This index, prepared by Morgan Stanley Capital
International (MSCI), captures large and mid-cap
performance across 23 emerging market countries
with 835 constituents.

MSCI WORLD EX U.S.

'This index, prepared by Morgan Stanley Capital
International (MSCI), is designed to measure
developed market equity performance excluding the
United States.

NORMAL COST

'The portion of the Actuarial Present Value of
pension plan benefits and expenses that is allocated
to a valuation year by the actuarial cost method.

NORMAL COST CONTRIBUTION RATE

'This is the rate required to fund current employees’
benefits over their projected careers. It is equal to the
Actuarial Present Value at hire of Projected Benefits
divided by the Actuarial Present Value at hire of
anticipated future compensation. It is calculated

for each contributing member and the average is
weighted by compensation.

OPPORTUNISTIC CREDIT

Comprises investments primarily in debt
instruments that provide return opportunities
resulting from dislocations in capital markets.
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OVERFUNDED ACTUARIAL

ACCRUED LIABILITY (OAAL)

The excess, if any, of the Actuarial Value of Assets
over the Actuarial Accrued Liability.

PLAN YEAR
'The period from Jan. 1 to Dec. 31 inclusive.

PRIOR SERVICE BENEFITS

Benefits attributable to an amount provided by the
employer for service rendered by an employee prior

to employer participation in TCDRS.

PRIVATE EQUITY

Private partnerships that (a) take public companies
private in order to improve their operations and
resell them in the future; (b) invest in start-up
companies with new ideas or technologies; and (c)
invest in both traditional and renewable energy
discovery and production.

PRIVATE REAL ESTATE

Non-publicly traded vehicles that invest in a
broad array of real estate properties and ventures.
Private real estate investments are expected to be
very illiquid and long term in nature. The vehicles
for private real estate investments are typically
partnerships, but may also include other entities
such as limited liability companies or offshore
corporations.

PROJECTED BENEFITS

Retirement benefit amounts that are estimated to
be paid at various future times under a particular set
of Actuarial Assumptions, taking into account such
factors as the effect of advancement in age, and past
and anticipated future compensation and service
time.

REITs

Real estate investment trusts are companies that
own and operate income-producing real estate, such
as commercial office buildings, apartments, malls,
warehouses and storage facilities. Under provisions
of the U.S. tax law, if REITs pay out most of their
income, they do not pay income taxes. This means
higher income earnings along with any increase in
the value of the real estate.

TIPS

Treasury Inflation-Protected Securities are bonds
issued by the U.S. Treasury just like other U.S.
government bonds. However, the principal amount
of TIPS increases with the rate of inflation so that
inflation does not decrease the value of the bond.
'They provide a way to protect against inflation.

UNFUNDED ACTUARIAL

ACCRUED LIABILITY (UAAL)

The excess, if any, of the Actuarial Accrued Liability
over the Actuarial Value of Assets.

UNFUNDED ACTUARIAL ACCRUED

LIABILITY CONTRIBUTION RATE

'The amount needed to amortize the Unfunded
Actuarial Accrued Liability over a closed period of
20 years, expressed as a percent of payroll. If the plan
has an Overfunded Actuarial Accrued Liability, it

is amortized over an open period of 30 years, and
the resulting negative Unfunded Actuarial Accrued
Liability Contribution Rate is offset against the
Normal Cost Contribution Rate.
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