Application for Withdrawal of Accumulated Deductions:

e Read all the information concerning tax liabilities
o Complete Section A (pages 1, 2 and half of page 3)

o If this is a roll-over to a qualified retirement plan,
please have the financial institution complete the
bottom of page 2 and the top of page 3 and provide
documentation of the existing account.

e Have a witness sign at the end of Section A in the
Member & Witness Signature Block

o This witness can be anyone of your choosing,
except an employee of the Taunton Retirement
Board

e Refunds are sent out 30 to 60 days from the date the
application is received in the office of the Taunton
Retirement Board.

* Please be aware that the Retirement Board must
approve this refund at a board meeting. Meetings of
the Board are held once per month.

* In some cases, payments can take up to 90 days from
the date of application.



What is a refund?

When may I request
a refund of my
contributions?

»

2 4 Refunds

Deductions Plus Interest

A refund is a lump sum returned to you of your accumulated total deductions plus ac-
crued interest which have been set aside in an individual account in the Annuity Sav-
ings Fund administered by your retirement board. Monies held in the Annuity Savings
Fund earn interest at a rate set annually by PERAC in conjunction with the Commis-
sioner of Banks. (Please see the discussion about limitations on interest payments that
follows.)

Receipt Within 60 Days

You may request a refund following your termination from public service. Although
the length of time it takes to process a refund varies among retirement boards, the law
says you shall receive your refund within 60 days after filing a written request on a pre-
scribed form with your retirement board.

Potential Tax Consequences

There may be substantial federal tax consequences if you take a direct refund of your
deductions rather than directly rolling them over into another qualified retirement
plan. Your retirement board will provide you with information about the potential tax

consequences.

Chlid Support Enforcement Order
An individual’s ability to obtain a refund may be affected by a Department of Revenue
Child Support Enforcement Order.

° LIMITATIONS ON INTEREST

If 1 apply for a refund
when I resign, am |
entitled to receive full
payment of the inter-
est that my contribu-
tions have earned
during my public
service?

There can be limitations on the payment of the interest that has accrued in your
Annuity Savings Fund account at your retirement board. These limitations can affect
individuals whose membership began after January 1, 1984,

Less Than Five Years
If you voluntarily withdraw from public service with less than five years of creditable
service, you will receive no interest on your accumulated deductions,

Five Years, But Less Than Ten Years

If you voluntarily withdraw from public service with a minimum of five years of credit-
able service but less than ten years of creditable service, you will receive 50% of the
interest that has accrued on your payroll deductions over the entire length of service.

At Least Ten Years
If you voluntarily withdraw from public service with at least ten years of creditable
service, you will receive 100% of the interest that has accrued.

@ PUBLIC EMPLOYEE RETIREMENT ADMINISTRATION COMMISSION



° RESTRICTIONS ON WITHDRAWAL OF ANNUITY MONIES

Who s ineligible to » Retirees
apply for a refund? All members who are receiving retirement allowances are ineligible to request a refund

because their accumulated total deductions are being used on an ongoing basis to
provide a portion of their retirement allowance.

» Others Who Are Ineligible

In addition to those members who are already retired, you may not request a refund if:

*  you continue to be a member-in-service;

+ youare on an official leave of absence;

* you have a Workers’ Compensation claim pending or if you are receiving Workers’
Compensation benefits for total incapacity;

*  you have been charged with, or convicted of, misappropriation of funds or prop-
erty of the governmental unit by which you were employed,;

* youare appealing a dismissal or you have otherwise expressed your intent to
continue in public employment.

° CHANGE IN DUAL MEMBERSHIP STATUS

May | request a » Account Refund or Transfer
refund upon termina- If you terminate from one positlon for reasons other than retirement, but continue to
be employed by another governmental unit, your retirement account may be re-

tion from one ?f funded to you upon your written request if your contributions to your first position’s
my public service retirement system are less than your contributions to the retirement system of which
positions? you remain a member. Otherwise, your account must be transferred to the retirement

system of the governmental unit in which you are still actively employed.

° TRANSFERRING WITHIN PUBLIC SERVICE

May I requesta » Contributory Retirement Law Provisions
refund upon transfer- You are not entitled to a refund if you have resigned for the purpose of accepting an
appointment to a position in the service of the Commonwealth of Massachusetts or

ring 'from O.n.e public a political subdivision thereof, which is subject to the provisions of the contributory
service pOSItIOﬂ to retirement law.
another?

° REPAYMENT OF CONTRIBUTIONS

Ifireturn to PUb/iC » Optional Repayment
service,am I required When you return to public service, you are not required to pay back any contributions
to return contribu- that you withdrew.

tions that I withdrew? . , , ,
Repayment of these monies plus interest to re-establish your earlier creditable service

is optional.



Important Tax Information
Regarding Lump Sum Distributions

BEWAKRE of other errors that some
people are making this year, the IRS warns. |-

Some taxpayers have omitted a tax on
early distributions received from an individ-
ual retirement account or deferred-pay plan,
IRS officials say. If a distribution isn’t rolled
over within 60 days, a 10% tax generally
applies to people under the age of 53%.
People who owe this tax should Ilst it on line

51 of Form 1040.
Separately, anyone who itemizes deduc-
tions and puts “other taxes” on line 7 of
Schedule A must specify what type of tax it
| is, such as personal-property tax, the IRS
'ays. Some people are omitting the descrip- "
‘ion and merely entering a deducnon
amount. Another common error: Some peo- |
ple who appear to owe self-employment tax
aren’t including it. The IRS says people who
list self-employment income as ‘‘other in- '
come’’ on Form 1040’s line 22 should com- |
plete Schedule SE if their net profit was 5400

or maore.




Special Tax Notice Regarding Lump Sum Distributions
For Distributions Made After January 1, 2002

For distributions made prior to January |, 2002, refer to earlier notice which can be obtained
from the Retirement System

This notice contains important information needed before you decide how to receive your lump sum distribution
payment In accordance with the requirements of Internal Revenue Code Section 402(f). this notice is being
provided to you by the Retirement System because you may be eligible to roll over all or part of the payment
that you will soon receive from the Retirement System.

The Economic Growth and Tax Relief Reconciliation Act of 2001 ("EGTRRA") has significantly changed the
rules which apply to your ability to rollover all or part of the payment that you will soon receive from the
Retirement System. These changes include an increase in the type of retirement plans to which you may
rollover your lump sum distribution payment. This notice will explain the operation of these new rules and
your options.

If you have additional questions after reading this notice, please contact the Retirement System.

Summary

There are two ways you may be able to receive a lump sum distribution payment that is eligible for rollover:
(1) certain payments can be made direcdy to an ELIGIBLE RETIREMENT PLAN that will acceptit
{Direct Rollover), or

(2) the payment can be Paid ToYou.

The definition of an ELIGIBLE RETIREMENT PLAN, as used in this notice, depends on the payment date of the
lump sum distribution payment.

An ELIGIBLE RETIREMENT PLAN is
(1) A traditional IRA. A traditional IRA does not indlude a Roth IRA, SIMPLE IRA or education IRA,

(2) Another qualified employer plan under Code Section 401(a) or an annuity plan under Code section
403(a) that accepts your rollover.

(3) An annuity contract described in Code Section 403(b) that accepts your rollover.

(4) An eligible deferred compensation plan under Code Section 457(b) that is maintained by a state,
political subdivision of a state, or any agency or instrumentality of a state or local governmental entity
so long as it agrees to accept your rollover, separately accounting for amounts transferred into such plan
from the Retirement System's plan.

If you choose a Direct Rollover
(1) Your payment will not be taxed in the current year and no income tax will be withheld.

(2) Your payment will be made directly to an ELIGIBLE RETIREMENT PLAN.
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Special Tax Notice

i3) The taxable portion of your payment will be taxed later when you take it out of the ELIGIBLE RETIRE-
MENT PLAN.

If you choose to have a lump sum distibution payment that is eligible for rollover Paid To You
(1) You will receive only 80% of the taxable portion of the distribution. The Retirement System is required
to withhold the remaining 20% of the taxable portion of the payment to send it to the IRS as income
tax withholding. which will be credited against your taxes.

{2)Unless rolled over. the taxable portion of your payment will be taxed in the current year. Under limited
circumstances, you may be able to use special tax rules that could reduce your tax liability. However. if
you receive the payment before age 59'2. you also may have to pay an additional 10% tax penalty.

(3) You can roll over the payment by paying it to an ELIGIBLE RETIREMENT PLAN within 60 days after
you receive the payment The amount rolled over will not be taxed until you take it out of the ELIGIBLE

RETIREMENT PLAN.

If. after you receive the lump sum distribution by check. you want to roll over 100% of the taxable portion of
the distribution to an ELIGIBLE RETIREMENT PLAN, you must add an amount equal to the 20% that was
withheld. If you roll over only the 80% that you received, you will be taxed on the remaining 20% that was

withheld and that is not rolled over.

l. Payments That Can And Cannot Be Rolled Over

Payments from the Retirement System may be “eligible rollover distributions,” meaning that they can be rolled
over to an EIGIBLE RETIREMENT PLAN. The Retirement System will be able to tell you what portion of your
payment is an eligible rollover distribution. The definition of an eligible rollover distribution has been changed by

EGTRRA,
The following types of payments cannot be rolled over:

The non-taxable portion of a lump sum distribution payment which is paid on or after January |, 2002 may
be rolled over to (1) a traditional IRA, or (2) a qualified defined contribution plan, if it is made by a Direct
Rollover and if the defined contribution plan agrees to separately account for amounts so transferred, includ-
ing separately accounting for the non-taxable portion of the payment and the taxable portion of the payment
If the after-tax contributions are paid to you first, you cannot roll them over later to a qualified defined
contribution plan. However, they could be indirectly rolled over to a traditional IRA (see Section Ill, “Payment

Paid to You").

Payments Spread over Long Periods You cannot roll over a payment if it is part of a series of equal {or
almost equal) payments that are made at least once a year and that will last for:
(1) your lifetime (or your life expectancy);

{2)your lifetime and your beneficiary’s lifetime (or life expectancies); or
{3)a period of ten years or more.

Required Minimum Payments Upon reaching age 70!2 or retirement, whichever is later. a certain portion
of your payment cannot be rolled over because it is a “required minimum payment” that must be paid to you.
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II. Direct Rollover

A Direct Rollover is a direct payment of the amount of your lump sum distribution payment to an ELIGIBLE
RETIREMENT PLAN.You can choose a Direct Rollover of all or any portion of your payment that is an eli-
gible rollover distribution, as described in Part | above. You are not taxed on any portion of your payment for
which you choose a Direct Rollover until you later take it out of the ELIGIBLE RETIREMENT PLAN. In
addition, no income tax withholding is required for any portion of your lump sum distribution payment for
which you choose a Direct Rollover.

Direct Rollover to aTraditional IRA You can open a traditional IRA to receive the direct rollover If you
choose to have your payment made directly to a traditional IRA, contact an IRA sponsor (usually a financial
institution) to find out how to have your payment made in a direct rollover to a traditional IRA at that institu-
tion. If you are unsure of how to invest your money, you can temporarily establish a traditional IRA to receive
the payment. However, in choosing a traditional IRA, you may wish to consider whether the traditional IRA
you choose will allow you to move all or a part of your payment to another traditional IRA at a later date,
without penalties or other limitations. See IRS Publication 590, Individual Retirement Arrangements, for more
information on traditional IRAs (including limits on how often you can roll over between IRAs).

Direct Rollover to a Plan If you are employed by a new employer that has an ELIGIBLE RETIREMENT
PLAN, and you want a direct rollover to that plan, ask the Plan Administrator of that plan whether it will
accept your rollover. An ELIGIBLE RETIREMENT PLAN that is not a traditional IRA is not legally required to
accept a rollover and may choose to accept only certain types of funds as rollovers. If your new employer’s
plan does not accept a rollover, you can choose a Direct Rollover to aTraditional IRA. If the employer
plan accepts your rollover, the plan may restrict subsequent distributions of the rollover amount, or may
require spousal consent to any subsequent distribution. You should check with the Plan Administrator before

making your decision,

1. Payment Paid To You

If your payment can be rolled over under Part | above and the Payment is made directly to you by check, it is

subject to 20% federal income tax withholding. The payment is taxed in the year you receive it unless, within

60 days, you roll it over to an ELIGIBLE RETIREMENT PLAN. If you do not roll it over, spedial tax rules may
istributi 2 ade R Janua 002, the IRS may waive the

Income Tax Withholding

Mandatory Withholding If any portion of your payment can be rolled over under Part | above and you do
not elect to make a Direct Rollover, the Retirement System is required by law to withhold 20% of that
amount This amount is sent to the IRS as income tax withholding. For example, if you can roll over a payment
of $10,000, only $8,000 will be paid to you because the Retirement System must withhold $2,000 as income
tax. However, when you prepare your income tax return for the year, you must report the full $10,000 as a
payment from the Retirement System.You must report the $2.000 as tax withheld, and it will be credited
against any income tax you owe for the year.

Voluntary Withholding If any portion of your payment is taxable but cannot be rolled over under Part |
above, the mandatory withholding rules described above do not apply. In this case, you may elect not to have
withholding apply to that portion. To elect out of withholding, ask the Retirement System for the election
form and related information.
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Sixty-Day Rollover Option if you receive a payment that can be rolled over under Part | above, you can
still decide to roll over all or part of it to an ELIGIBLE RETIREMENT PLAN. If you decide to roll over, you
must contribute the amount of the payment you received to an ELIGIBLE RETIREMENT PLAN within 60 days
after you receive the payment The portion of your payment that is rolled over will not be taxed until you take
it out of the ELIGIBLE RETIREMENT PLAN.

You can roll over up to 100% of your payment that can be rolled over under Part | above, induding an
amount equal to the 20% that was withheld. If you choose to roll over 100%, you must find other money
within the 60-day period to contribute to the ELIGIBLE RETIREMENT PLAN, to replace the 20% that was
withheld. On the other hand, if you roll over only the B0% that you received, you will be taxed on the 20%
that was withheld,

Example: The portion of your payment that can be rolled over under Part | above is $10,000, and you
choose to have it paid to you. You will receive $8,000, and $2.000 will be sent to the IRS as income tax
withholding. Within 60 days after receiving the $8,000, you may roll over the entire $10,000 to an
ELIGIBLE RETIREMENT PLAN.To do this, you roll aver the $8,000 you received from the Retirement
System and you will have to find $2,000 from other sources (your savings, a loan, etc.). In this case, the
entire $10,000is not taxed until you take it out of the ELIGIBLE RETIREMENT PLAN. if you roll over the
entire $10,000, when you file your income tax return you may get a refund of part or all of the $2,000

withheld.

If, on the other hand, you roll over only $8,000, the $2,000 you did not roll over is taxed in the year it
was withheld. When you file your income tax return you may get a refund of part of the $2,000 withheld.
{However, any refund is likely to be larger if you roll over the entire $10,000.)

The IRS is permitted to waive the 60-day requirement if the failure to do so would be against equity or good
conscience. Examples of such waivers may include cases of casualty, disaster, or other events beyond the rea-
sonable control of the individual subject to such requirement (examples include, but may not be limited to,
death, disability, hospitalization, incarceration, restrictions imposed by a foreign country, or postal error). You
must apply to the IRS for this waiver.

Additional 10% Tax IfYou Are under Age 59/ If you receive a payment before you reach age 59% and
you do not roll it over, then, in addition to the regular income tax, you may have to pay an extra tax equal to
10% of the taxable portion of the payment. The additional |0% tax generally does not apply to
(I)payments that are paid after you separate from service with your employer during or after the year you
reach age 55,

(2)payments that are paid because you retire due to disability,

(3)payments that are paid as equal (or almost equal) payments over your life or life expectancy (or your
and your beneficiary’s lives or life expectancies),

(4)payments that are paid directly to the government to satisfy a federal tax levy,
(5)payments that are paid to an alternate payee under a qualified domestic relations order, or

(6)payments that do not exceed the amount of your deductible medical expenses.
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See IRS Form 5329 for more information on the additional 0% tax penalty.

Special Tax Treatment If You Were Born Before January 1, 1936 If you receive a payment that can be
rolled over under Part | and is not rolled over to an ELIGIBLE RETIREMENT PLAN, the payment will be
taxed in the year you receive it. Special tax treatment for lump sum distributions that may be available to you
is described below.

Ten-Year Averaging If you receive a lump sum distribution and you were born before January |,
1936, you can make a one-time election to figure the tax on the payment by using " 10-year averaging”
(using 1986 tax rates). Ten-year averaging often reduces the tax you owe.

Capital Gain Treatment If you receive a lump sum distribution and you were born before January |,
1936 and if you were a participant in the Retirement System before 1974, you may elect to have the
part of your payment that is attributable to your pre-l 974 participation in the Retirement System taxed
as long-term capital gain at arate of 20%.

There are other limits on the special tax treatment for lump sum distributions. For example, you can
generally elect this special tax treatment only once in your lifetime, and the election applies to all lump
sum distributions that you receive in that same year. If you have previously rolled over a distribution
from the Retirement System (or certain other similar plans of the employer), you cannot use this special
averaging treatment for later payments from the Retirement System. If you roll over your payment to a
traditional IRA, you will not be able to use special tax treatment for later payments from the traditicnal
IRA. Also, if you roll over only a portion of your payment to a traditional IRA. this special tax treatment
is not available for the rest of the payment See IRS Form 4972 for additional information on lump sum
distributions and how you elect the special tax treatment,

Important notice for distributions ON or AFTER January 1, 2002 As explained in this notice, EGTR-
RA creates new rollover options. However, a distribution from a qualified plan, like your lump sum distribution
payment, is not eligible for capital gains or averaging treatment if there was a rollover to the plan that would
not have been permitted under the law in effect before January |, 2002 Thus, in order to preserve capital
gains and averaging treatment (if available) for a lump sum distribution payment that is rolled over, the rollover
would have to be made to a"conduit IRA" (i.e. a traditional IRA which only includes the lump sum distribution
payment), and then rolled back into a qualified plan,

[V.Surviving Spouses, Alternate Payees, And Other Beneficiaries

In general, the rules summarized above that apply to payments to employees also apply to payments to surviving
spouses of employees and to spouses or former spouses who are “alternate payees.” You are an alternate
payee if your interest in the Retirement System results from a domestic relations order, which is an order
issued by a court, usually in cornection with a divorce or legal separation. Some of the rules summarized
above also apply to a deceased employee’s beneficiary who is not a spouse. However, there are some excep-
tions for payments to surviving spouses, alternate payees, and other beneficiaries that should be mentioned.

If you are a surviving spouse, you have the same choices as the employee described in Parts Il and II] above,
Thus, you may choose to have an eligible rollover distribution, as described in Part | above, paid in a Direct
Rollover to an ELIGIBLE RETIREMENT PLAN or paid to you. If you have the payment paid to you, you can
keep it or roll it over yourself to an ELIGIBLE RETIREMENT PLAN in the same manner as the employee. If
you are an alternate payee, you continue to have the same choices as the employee.
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If you are a beneficiary other than the surviving spouse, you cannot choose a direct rollover. and you cannot
roll over the payment yourself.

If you are a surviving spouse, an alternate payee. or another beneficiary, your payment is generally not subject
to the additional 10% tax penalty described in section Il above, even if you are younger than age 59%3.

If you are a surviving spouse, an alternate payee, or another beneficiary, you may be able to use the special tax
treatment for lump sum distributions, as described in Part lif above. If you receive a payment because of the
employee's death, you may be able to treat the payment as a lump sum distribution if the employee met the
appropriate age requirements, whether or not the employee had 5 years of participation in the Retirement
System.

How To Obtain Additional Information

This notice summarizes only the federal (not state or local) tax rules that might apply to your payment. The
rules described above are complex and contain many conditions and exceptions that are not induded in this
notice. Therefore, you may want to consult with a professional tax advisor before you take a payment of your
benefits from the Retirement System. Also, you can find more specific information on the tax treatment of
payments from qualified retirement plans in IRS Publication 575, Pension and Annuity Income, and IRS Publication
590, Individual Retirement Arrangements. These publications are available from your local IRS office, on the IRS's
Internet Web Site at wwwiirs.gov, or by calling 1-800-TAX-FORMS,



