SPECIAL INFORMATTON

The (followingh is a copy of a
Motice (o Those Fhgible Ta
Feceve A Lomp Sum
Distrihuticn From The
Debned Contrabwetiin Plan O
The Retirement System)
which s reguired by the
[nternal Rovemie Code and
Begulations. This mformation
15 not given as tax advce, [tis
given as fax mformation for
you to share with your tax
advisor, The notice was pre-
pared by the Retirement
System’s legal advisor in con-
tormaty with the Internal
Revenue Code and
Regulations.

IDEFINED
CONTRIBUTTON PLAN
Retirement System Federal
13 M. 3R-2465270%

i Jualified Defined
Contmibunon Plan TRS Lemer
March 5, 1987

The Pefined Contribution
Plan s 0 “COraalified Plan™ and
is subject 1w applicable provi-
saons of the [nternal Revenue
Cade.

PO TTOT 10 RECisT OF

Torral o Pamian Lo

SUs DNSTRIBUTION

Due o the complexsty of the
tax laws and other considera-
tions, the Board of Tristees
does ot involve tself with the
providing of tax advice. This
notice is provided to yoa i
accordance with Tnternal
Revenue Regulaton 1402(1)-
T and Internal Revenue Code
Section 412,

Yeaur lump soeern diseribation
mehudes approximately §
which has not heen previously
mchuded moyour taxable
meome. his distribution rep-
resents a (total) (partal) with-
drawal of armoanes held in
vour defimed o m.l_'rihu ton plan
fanmuity savings honids
ErOERES )

THeE Boarn OF TRUSTEERS
Mares NoO REPRESENTATION
e CrvEs Mo ARSURANCE
Wirr Reseect To Whar
Moy O Mary Not B
PeruissipLE UNDEr THE Tax
L Comsunr Younr Tax
AVISOR,

S5rician Tax Runes

The Intermal Revenue Code
provides several comples rules
relating vo the taxanon of the
amnourts vou received i this
distrsbation, This notice
merely surmmanzes certain
rules. You should prompy
consult a tax advisor in decid-
ing what course to follow with
respect to any distribution
froam the Defined
Conrribunon Plan of the
Ferirement System.

TEXT OF THE SANE
HAarpok EXPLANATION
SPECIAL TAax NoTICE
RrcarpisG PrLax
PAYMENTS

T'his metice cotains important
atrtormeanoe you will need before
irou decide hew vo receve your
wenetits from the Redrement
Systern {the “Plan™),
SUMMARY

The portion of the payment
fromn the defined contsbuton
plan that 15 not txahle i« nog
eligible for rollover. The pos-
tionn of the payiment froi e
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Plan that s taxabile and that 1=
eligihle for “rollover” can be
taken in two ways. You can
hawve alf o gy peortion of the
part Of your payment that s
taxable either 1) PAIEY N A
“IEECT ROLLOVER™
{zomenmes called a DIRECT
TRANSFER), o 20 PAILRTO
YOU. A rollowver 15 a payment
of your Plan benefits to your
indadual renrement arrange-
iment (TRA) or to another
employer plan. Thas choice wall
affect the tax vou owe.
If vou choose a DIRECT
ROLLOVER/DIRECT
TRANSFER of the taxable
portion of your withdrawal
distribution from your
defined contribution plan:
& Your payment will not be
eaxed i the corrent vear and
na mcome tax will be with-

hedel.

® Your payment will be made
directly to vour TRA or, if
yom choose, to another
employer plan that accepts
your rillover.,
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= Your payment will be taved
larer when vou take it our of
the TRA or the emplover
plan.

If vou choose to have
your Plan benefits PATD
TOYOU

= You will recerve only 805 of
the raxable portion of the
payment, because the Plan
admimistrator 15 required o
withhold 20°%: of the taxahle
portion of the payment and
send it to the TRS as moome
tax withholding to be credis-
ed against your taxes.

& Your payment of the taxable
portion of your distribanen
will b taxed in the current
year unless you toll icover,
You may be able o use spe-
cral tax rales that could
reduce the tax you owe.
However, if vou receive the
payment hefore age 59-1/2,
o also may have to pay an
addirional 107% tax [fyou
receive the payiment and are
ar least age fifre-five (35)
AN yom termmate employ-

ment with the governmental
employer, you may not be
subject i the additional

1 .

® Yo can roll the tsable por-
tion over by paying it to
your [RA or to another
emplayer plan thar acceps
vour rillover within 660 days
of receiving the payment,
The ameount mi]m.fm-ur will
not b taxed uneil vou ke o
out of the [RA or employver
plan,

o [f you want to rolf over 10079
of thi: taxable peirtiomn of the
pavinent to an TRA or an
:‘:mph]}’ur p]:]:l,_]-'-:.w st find
other nostey fo reflice the 20%
that was withleld, Tyou rall
(T m||]r' thi B0%. that you
received, you will be taxed on
the 207 that was withhield
arw] that 18 not rolled over.

L Payviexts THAT

Can anD CanworT Be

RoOLiEn OvWVER

Paymients from the Plan may

b el gi ble rollover diserils-

rons.” This means that they

can be rolled over o an TRA
or to another emplover plan
that accepts rollovers, Your
Plan administrarar should he
able to tell you what portion
of your payment is an elimhble
rolbover distribution, The fol-
lowing types of payments can-
et he rolled over,
NON-TAXABLE PAYMENTS. In
general, only the “raxable por-
tien” of your payment is an
chigible roflover distribition,
1f you have made "after-tax”
employes contributions to the
Plan, these contributions will
b non-taxable when they are
paid o ye, and they cannan
b robled over {ARer-tax
eriployes contribunons gener-
ally are contributions you
made from vour own pay that
were already taxed).

PaymenTs SPREAD OVER
Lowc Prrions. You cannaot
roll over a payment if it 14 part
of a series af equal (or almose
eual) payments that are made
at least nnce a vear and thar
will last for:

= your lifetime (or vour life
Expectancyl; or

[ i-nur literimie and your
weneficiary’s lifetime (or
bfe expectancies), or

m i period of ten years or
T

Regumen Mmasum

Paymewts, Beginming m the

year you reach age 70- /2. a

certain prtion of your pay-

ment cannot be rolled over

because it 15 a reguined “mini-

e payment” that must be

paid o oo,

I DirECT ROLLOVER

You can chiose o direct rollover
of all or any porton of your
paymment that 15 an “eligible
roflover distribution,” as
described abwrve, Tna direct
roflover, the eligible rallover
distribution is pand directly
fronn the Plan twoan IRA or
another employer plan that
accepts rollovers, I yon
choose a direct rallover, you
are ot taxed ona payment
ikl von later take it cut of
the TRA or the emplover plan,
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IDMRECT ROLLOVER Ty AN
TRA. You can open an [RA w
receive the divect rollover,
{The erm “IRA," as used in
this notice, includes indradual
refirement accounts and indi-
vidual retiverment annuiries,) 1f
voui choose to have your pay-
ment made directly to an TRA,
contact an [RA sponsor {usual-
ly o fimancial insticutian) to
find our how o have vour pay-
ment made in a direct rollover
tey an TR A ar that insnturion, IF
you are unsure of how mw
ITWEST YOUE TONEY, ViRl can
temporarily establish an TRA
tor receive the payment.
However, in choosing an [RA,
youi Ty wish to conssder
whether the TRA vou choose
will allow yors to maowe all or
part of your payment to
another TRA ar a later dare,
without penalties or other lim-
iancins, Soe THS Pohlication
590, Individua! Retirenrens
Arvangensents, for wiore fifor-
migrion on [RAs (including fim-
its om how often youcan Toll

over bepween ERAS),

DMRECT ROTTAOVER TO A
Prax, I you are employed by
a new emplover that has a
plan, and you wane a direct
rolfoves o thar plan, ask the
admimseravor of that plan
whether it will soccept your
rollaver, I your new employ-
er’s plan does not accepr a
rollover, vou can choose a
dirvect rollover toan TRA
Daiect ROLLOVER OF &
SERIES OF PAYMENTS. I you
receive eligible rallover distri-
butions that are pa:id 161 4 Series
Fc:r Il."".'ﬁ- tl]ﬂll Eesre ],-'Ell'l.'!n-, ].ruur
chanee to make or not t make
a i.!il'-L‘Ll' I'ﬁ]Hﬁ]"."L"T E(Jr i E?E.].- et
“]” .i'l'l'l'll".' tra fl.l[ hltﬂ."l' 1.131"|'[I'I:'I'IEF
|[I ﬂ'H. SUETHSS ll[llﬂ ].-lilLl L& 'I'I]'IL:'L"
VOl election. You are free wo
i:|1.'1|Ll|_.,r¢: vinr election tor any
later pavinent in the serics.
I PaymiEsT PALD

To You

i you have the payment mude
to you, the taxable portion is
sulject o 200 income tax
withholding. "The payment is

taxed in the year you receive it
unless, within 60 davs, vou roll
it ower tooan TRA or another
plan thar acceprs rallovers, [f
vou do not roll it over, special
tax rules may apply.

Imcomr Tax
WITHIH LIS G

Manoarory WITHHOLDING.
If any portion of the payment
ter yora 15 aneligible rollover
distribution (Le. taxable), the
Planis required by law to
withhald 20%, of that amount,
This amount 15 sent ta the IRS
as incime tax withholding.
For example, if your cligible
rollover distribation 15
10000 only 58,0040 will be
praidl o you ir'hl.'i.'ﬂu:-il.' the Plan
mmiest withhold 52,000 as
income tax. However, when
VOLE PTEfHIre Your income tx
return for the year, you will
report the full $10.000 as 2
payment fram the Plan. You
will report the $2,000 as rax
withheld, and it wall be credir-
ed against any income tax v
rwe for the year.
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SixTv=-Day ROl LovER
O, 1f vou have an eligs-
ble rollover distribution paid
tor o, your can stll decide to
roll over all or pare of it to an
IRA or another employer plan
that accepts rollovers, I you
decide to roll over, you s
ke the rollover within 60 days
after vty receive the payaent.
The portion of vour payment
that is rolled over will nor be
taxed wndl vou take it out of
the TRA ar the emplover plan,
You can roll over up s 100
of the eligible rollover distrib-
ution, including an pmaunt
equal to the 20%% that was
withheld. 17 yvou choose v rall
aver TS, you must find
other money within the 6i-
day period o contribute to the
IRA or the employver plan wo
replace the 2005 thar was with-
hebd, O the ather hand, o
you roll over anby the 8%
that you received, yvou will be
taxed on the 200 that was
withheld.
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Examrrr: Your eligihile
rollowver diseribution is
F10,000, and you choose to
have it paid tooyous, You will
receive $8.000, and $2,0000 will
b sent to the TRS a8 imcome
tax withholding, Within 600
days after receiving the
5,000, vou may roll over the
entive 1000 o an TRA or
emplover plan, 1o do this, you
roll owver the $EO00 vou
received from the Plan, and
vou will have mo find 52,004)
from orher sources (vour sav-
ings, a loan, etc.), [n rhis case,
the entire $10,00H) 5 nor taxed
untsl you take 1w out of the TRA
ar emplover plan, 1F you rofl
ower the entire 310,000 when
v file your imcome tax
return von may get a refund of
the 52,0040 withheld.

It, var the other hand, vou roll
aver anly 58000, the 82,000
_'!.“l]'ll d.ll'.l FTR1 4 T[il” 1FET i.ﬁ t-:lxﬂ.‘d
i the vear it was withheld.
When you hle your income
tax rueturn ':f'l':IL[ ITEd F’L"t H
rebund ufpart of the $2 000

withheld. (However, any
refund is likely o be larger it
viru roll over the entire
10,0040,

ADnr Erosal. 107 Tax Ir
You Arp UNpER AGE 59-1/2,
[F]r[m recuive @ payment
before you reach age 59-1/2
andl yir div not roll it over,
then, i addition to the regular
incoine tax, you may have to
pay an extra tax egual to 1
of the taxalde porbon of thie
payment. The addigonal 10°%
tax dloes not apply eo your pay-
ment it ites (1) paid tos Y
hecanse you separate from ser-
vice with your emnployer dur-
ng or after the Vear Vi reach
age 55,(2) paid becavse you
retire due to disabiling, {33 paid
o your as equal (or almest _
eqqual) pavments gver vour like
or life expectancy {or your and
vonr benehiciary's lves or like
L“'::|'ILI'_|::].I1.-LIL‘|:| or i4) used to
pay certain medical expenses.
See [RS Form 5329 for maore
wrtermaticn on the additional

[ 0% s

SPECIAL TAX TREATMENT, I
vour eligihle rellover diseribu-
ficn s wor rolled over, it will
he taxed in the year vou
receive it. However, if it quali-
fies as a “lump sim deseribi-
non”, it may he eligible for
special tax rearment, A lump
suim distnbution 18 2 payment,
within one year, of your enore
hafance wnder the Plan (anid
certain ofher ssimilar plans of
the employer) that is payable
o you becimse vou have
renched age 59-1/2 or have
separated from service with
vour-emplover for, in the case
of a self-employed individual,
hecause you have reached age
F9-1/2 or have hecome dis-
abled), For a payment to quali-
fy a5 a lump sum distribomion,
vou must have been a paroci-
pant in the Plan for at least 5
vears, The special tax trear-
ment for lumep sun distribu-
fans 15 descrihed below,

TAx THEATAMENT OF PARTIAL

DS TRIBL TR, A :
withelrawal ufﬂuﬁd

Contribution Plan amounts
generally may be subject to a
special rule wherchy the dis-
tribution is paxable up to the
amount of interest camings,
However, an exception to the
E:m:ml rule may be applica-
with respect to recover-
ing pre August 14, 1982
{posi-tax} contributions with-
out taxable consequence. IF
vou qualify vnder said excep-
tion, only amounts in excess
of your pre August 14, 1982
{post-tax) contribution would
be taxable (up to the amount
of imerest credited to your
defined contribution plan
amounts). Accordingly, yvou
may he subject to tx on par-
tial distributions and a Form
1099-R will be filed by the
Retirement Svstem with the
Internal Revenue Service,
ExCrusiosary Rano RULe,
Famgployees wha dis ot wethidraw
therr coartrlmations to the
Pefined Contributsens Plan
{Anmity ), but, instead chose t
TECeIVE i 1E-e:|r|th|:|.' annty
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together with thar payments
from the Defined Benefir Plan
will have the txable portion of
thelr annusty pavment coaputed
i acenndance with the Internal
Revienpe Code.

Frvi-Year Aviraci, 1Fyon
recerve o homg sum dismibonon

after yoaeare age 39-1/2, vou mey

b abile to make & ane-time elec-
teon Tis figure the tax an the pay-
rmoent by using *S-yvear sverag-
ing,” Five-vear averaging often
redices the tax yon owe becase
it treats the payvmment mich as if it
were paid over § years. The
“Small Business Job Prorection
Act of 1996 (SBIPAY repeals the
Five=Year Averparing oprion for
r vears hegimning after
December 31, 1999,
TEN-YEAR AVERAGING IF
You Wene Boks Brrork
Jasuvamy 1, 1936 1f vou
feciive i Iumr- sun distrib-
ricn and von were bom before
Janwary 1, 1936, vou can make
a one-time election o figure
the tax on the payiment by
wairg 1 D=year averaging”
(using 1986 tax rates) instead

ol f-year averaging {using cur-
rent tax rates). Like the S-year
averaging roles, 1{-year aver-
aging often reduces the tax
ViFL OWEe.

CAPITAL GAIN TREATMENT
I¥ You Wire Bory BETORE
Jawuary 1, 1936, In addinen,
if you receive @ lamip sumdis-
trihurion and you were harn
hefore Janwary 1, 1936, yvou
may elect o have the parr of
vour paymient that is arribae-
ahle to vour pre-1974 partici-
pancn in the Plan (f any)
taxed as long-term capital gain
ar a rate of 20%.

There are other limits on the
sprecial tax rreatment for lump
suim distributions. For exam-
ple von can gerncrally elect this
special tax treatment only
ance in your lifetime, and the
election apphies vo all lump
siin distributions that you
receive in that same year, 1F
von have previously rolled
aver a payment from the Plan
{or certain other siomlar plans
af the emplover) vou cannar
use this special tax treatment

tor later payments from the
IRA. Also, if you rall over only
a poraon of your payment o
an THA, this special tax treat-
mient 15 Aot avatable tor the
rest of the payment,
Additional restrictions are
described in [RS Form 4972,
which has more informanon
on lump sum distribubons and
how vou elect the special tax
ITEAETENL.

IV, SURVIVING
SPOUSES,
ALUTERNATIVE PAYEES
AND CXTHER
BENEFICIARIES

lin general, the rules sumira-
rized above that apply to pay-
mients to criployees alsg apply
B payInents to Surviving
spunses of ::mpiu'l.rﬂﬂ_- and to
spouses or former spouses who
are “alternate pavees.” You are
an alternate payee it your
mberest in the Plan results
tromm a “gualifed domestic
refations order.” which is an
order ssued by the court, usu-
ally w connection with a
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divorce or legal separanion.
Soame af the rules summmarized
ahowe alse apply oo a deceased
cmplovees benchciary whiv s
not a sponse, However, there
are some exceptions for pay-
MENTS T FUMVIVINE SPoLses,
alternare payees, and other
henefictaries that should be
mentioned.

[Fyou are a surviving spouse,
vou may choose to have an ei-
mible rollover distmbution pad
in direct rollover tooan IRA ar
paid o yom, BF you have the
payament paid to vou, yoo can
keep v or roll it over vourselF
tevan TRA Busr voun cannest roll
it over to an employer plan, 1F
vl are analternare paves, vou
have the same chosces as the
employee, Thus, you can have
the payvmient paid as a direor
rollover ar paid to yow I you
have it paid o you, vou can
keep it ar roll it over yourself
toan TRA or w another
emplayer plan that acceprs
rollovers, IFvon are o benefi-
ciary orher than the surviving
sponse, vou cannot choose a
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direct rollover, and vou emor
roll aver the paviment vorself,
[F yems are a surviving spouse,
an alternate payee, or another
benethiciary, your payinent is
not subject tothe addimonal
[63% tax deseribed in section
[0 abiowe, even if you are
vonger than age 59172,
IF].-'n:m are @ SUTVIVING SPOtsEe,
an alternate payee, or another
heneheiary, vou may he able to
use the special tax freatment
frir lvmp sum distributions. IF
Vil recoive a payiment hecanse
ot the employec’s death, vou
may he able to mreat the pay-
ment a5 a lump sum distriba-
tion if the emploves met the
APQPrOpriate age requirements,
whether or not the emplovee
had f vears of participation in
thie Plan,

How “T'o Orrars
ADDUTTOMNAL
INFORMATION

This notice sutmaries anly
the federal {not state or local)

tax rules that nmght apply 1o
your payment. T he rules
described above are complex
amd contain many condinons
amd exceptions that are not
ncluded in this nobce,
Therefore, you may want t
consult with a professional tax
adhvisir before you take a pay-
ment of your benehes from the
Plan, Also, vou can find more
specific information on the tax
treatment af pavinents from
qualified retivement plans in
1S Publicatson 573, Peavien
aad Awegeizy Tacowie, and TRS
Publicaton ™, Jadipidaal
Rtirement ;hrmrgrﬁ.rmr,-:,
These publications are avail-
able from vour local TRS office
ot by calling 1-R00-TAX-
FORMS.

CoONSUET YOUR

TAX ADVISOR

You should consult your ax
advisor with respect to vour
mdividual tax matrers, You
should consult your tax advi-
sor regarding any special tax

advantages which mav he
available for v or any special
tax ritles applicable to vou,
Rencfits payable ipon a
participant’s death or payable
pursuant o a domestc refa-
tons order may be eliphle for
special tax reatment.
CFIHER SPECIAL
RuULESs

If you have made voluntary
after-rax nondeductible conini-
butioms to the Plan, you
should consult a tax adwvisor as
special tax advantages may be
availahie for vou to wse.

IRS REPORTING

In addstion to informasion the
Retrement Systemn will report
o the RS an Form 1W9R
with respect ta the taxable
porton of your plan distribu-
non, you may also be required
o file vertain forms if you
eloct special tax treatment of
vor distribution. For exam-
ple, IRS Form 4972 is used if

special & or i{-year averaging

i5 used, You should consult
yomr tax advisor in this regard.

The Buard Of Tristees Makes
No Repreventation Or (rivey
Mo Averriece With ot T
What My O My Not Be
Perneissible Uraler The Tax
Larz, Conrenedy Foorr Tiry
Advezor: Thiv Nadiee Is
Intended To Provide General
Inforamation Regarding The
Tatroner Tiiy Isvveer For Yoo To
Consider Regarding (Total Chr
Fartial) Lunap St
Dvistributions, Becanse Of The
Coraplexity Of Distrilrutions
Frowe Any Type OF
Retiresent Plan, You Showled
Seek The Advice Of A Tax
Adviver To Help You
Deetermine If You Are Eligible
For Spectal Tax Treatment
Awd To Determrne The Tax
Consegnences Regarding Your
Wathdrwal {.i_'fTHErr ﬂnt'%nrd
Cuntribration Plan Amownts,




