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Dear Member or Prospective Member:

Since the publication of the Tier 4 Summary Plan Description (SPD), many sweeping
and significant legislative changes have taken place that affect your retirement plan. At
the Board of Education Retirement System, we want you to remain apprised of all such
changes.

In this booklet, we clarify the new laws and their implementation. Just follow the
arrows that start on the pages to the left and that direct you to miniature replicas of
pages from the Tier 4 Book. These arrows guide you from explanations of the new
legislation and then point you to sections within the Tier 4 SPD that the new legislation
has changed.

We strongly suggest that you keep this booklet with your Tier 4 book. Please be
aware, though, that we discuss herein only that which has changed in your
retirement plan. Please also be aware that, should there be any variation between
this summary and any applicable laws, rules and regulations, the applicable laws,
rules and regulations will govern.

We certainly hope this booklet will be of great help to you and your loved ones.

Sincerely,

-‘l:clillll:l.i.-u.‘:.q. :.-"::l"-_ L d:;j_.{. .-:'_r.r,
Horatio Sparkes f
Executive Director
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EARLY RETIREMENT
UNDER THE BASIC TIER 4 PLAN

When You Are Eligible Now To Retire Under Tier 4

Due to a change in law effective October 1, 2000, the Basic Tier 4 Plan now
allows a reduced early retirement benefit as early as age 55 for those who are
not participants in the 55/25 or 57/5 programs. This means that you can retire
between the ages of 55 and 62 under Tier 4, but with a reduction in the
amount of benefit. So, if you have at least five years of credited service (and
are, hence, vested), you have made all required membership contributions,
and you have reached at least age 55, then you are eligible to receive
reduced service retirement benefits.

Based on the selection of a Maximum Retirement Allowance and calculated
before any further reductions due to the choice of an Option, the Tier 4 early
service retirement benefits are reduced as follows:

Time Of Early Retirement Percentage Of Benefit Reduction

during each / any of the first 24 5% (or 1/2 of one percent) per month
months before age 62
during each / any month before age 60 .25% (or 1/4 of one percent) per month

For example, if you retire at age 61, your benefits would be reduced like this:
the difference between age 61 and age 62 = 1 year = 12 months
therefore
the benefit is decreased by .5% x 12 months — that is, by 6 percent.

If, for example, you retire at age 56, your benefits would be reduced in this way:

the difference between age 60 and age 62 = 2 years = 24 months
plus

the difference between age 56 and age 60 = 4 years = 48 months

therefore
the benefit is decreased by .5% x 24 months
plus
.25% x 48 months — that is, by a total of 24 percent.

Remember, the two examples above do not include any further reductions due to
an Option you may have selected. Further note that the new legislation permitting
early retirement under Tier 4 does not affect the provisos of 55/25 or 57/5. (Both of
these programs allow retirement before age 62 without reduction in benefit.) Tier 3's

reduced early retirement benefits and reduced escalation are also not affected.
1



SOME BASICS ABOUT
SERVICE RETIREMENT AND BENEFITS

When You Are Vested Under Tier 4

Due to a change in law in 1998, you are automatically vested in the Basic Tier 4
Plan if you have five years of credited service. (The requirement used to be a
minimurm of 10 years.}

Y

When You Are Eligible To Retire Under The Basic Tier 4 Plan

If you have at least five years of credited senvice (hence vested), you have made
all required membership contributions, and you have reached age 62, then you are
eligible o receive Basic Tier 4 Plan Service Retirement Benefits.

Amount Of Basic Tier 4 Plan Benefits
And How They Are Computed

To calculate how much your benefits will be, a percentage of your Final Average
Salary is multiplied by the number of years of credited service you have accrued.

Your Final Average Salary (FAS) is the average of the annual wages — including
overlime pay  you eamed during any fhree conseculive calendar years, or it is
the average of the annual wages you eamed durng the final 36 months
immediately precading your date. Whichever average is greater will
consfitule your FAS. Of the annual wages used in this calculation, no year's
wages can exceed 110% of the average of the previous two years.

However, the period of time used to compute your FAS would be greater than the
standard three years if either you worked on a basis other than full-time, or if you
had absences without pay in the final 36 months immediately preceding your
refirement. Check with BERS to see if this applies to you.

For members represented by an employee organization for collective
bargaining purposes, eligibility for Tier 4 reduced early retirement benefits is
indeed retroactive to October 1, 2000. Its full implementation, however, awaits
pending contract settlement. In other words, if you want to retire early and are
eligible to do so, you will not start receiving payments of your reduced early
retirement benefits until the contract between your union and the City of New
York is finalized. And, if you in fact retire early but before such a contract is
complete, then you will receive benefits retroactive to your actual date of
retirement once the contract is settled.



TIER 3 SUPPLEMENT

Who Is Eligible For Tier 3 Benefits

If you joined BERS after July 28, 1976 but before September 1, 1983, you are
a Tier 4 member who may elect benefits under Tier 3.

But, you do not have the option of electing Tier 3 benefits if you joined BERS
after August 31, 1983 — then you are covered only by Tier 4. Further, you
can not mix and merge the provisions of Tier 3 and Tier 4 to modify eligibility
requirements under either plan.

In general, Tier 4 offers greater benefils than does Tier 3. Under some
circumstances, however, Tier 3 might provide you with greater benefits than
would Tier 4; or Tier 3 might be the only benefits to which you are entitled. If
3 you want to retire early, for example, Tier 3 permils service retirement between

the ages of 55 and 62 with a reduction in the amount of the benefit, whereas
the Basic Tier 4 Plan does not permit service retirement before age 82

Nevertheless, most features of Tier 3 and Tier 4 are similar of identical. Those
fealures that differ significantly are di i within this supf y
section.

About Employee Contributions To The Tier 3 Plan

Both Tier 3 and Tier 4 members are required to make regular contributions to
BERS equal to 3% of their wages. Under Tier 3, however, members are not
required to contribute after 30 years of credited service. This is because
neither credit loward retirement nor increase in retirement allowance is granted
for service beyond 30 years under Tier 3.

If you want to retire early, now both the Basic Tier 4 Plan and the Tier 3 Plan
permit service retirement between the ages of 55 and 62 with a reduction in the
amount of the benefit. And just like under Tier 3, this reduction in benefit is
permanent. There is a difference, however, in how the reduction is computed
under Tier 3 from how it is computed under Tier 4.
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TIER 3 SERVICE RETIREMENT BENEFITS

When You Are Vested Under Tier 3

Due 1o a change in law in 1998, you are aulomatically vested in the Tier 3 or 4
Plan if you have five years of crediled service. (The requirement used to be a
minimum of len years.) So, if you are a Tier 4 member with Tier 3 rights, and
you have five or more years of crediled service at the time your employment
ends, then you are eligible o receive the following:

» afull refirement benefit at or after age 62, or
P areduced refirement benefit as early as age 55.

When You Are Eligible To Retire Under The Tier 3 Plan

If you are a Tier 4 member with Tier 3 rights, you have al least five years of
crediled service, you have made all required membership contributions, and you
have reached age 55 — then you are eligible to receive Tier 3 Service Retirement
Benefits.

Again, Tier 3 allows normal service refirement at or afler age 62, or reduced early
service refirement between the ages of 55 and 62. So, if you are eligible for Tier 3
benefits, you may refire under Tier 3 instead of Tier 4 in order o get your
refirement benefits earlier than the nommal refirement age of 62.

Amount Of Tier 3 Benefits And How They Are Computed

To clarify the definition of “primary Social Security benefits” when applied to
Tier 3 benefits:

First and foremost, i is necessary to understand the definition of primary Social
Security benefits to be applied to the caleulations of Tier 3 benefits to follow. The
definition i this: primary Social Security benefits are the Social Security benefits
that result from your covered employment in New York public service — covered
employment for which you also receive credited service at BERS.

page.d3



IMPORTANT CHANGES
TO EMPLOYEE CONTRIBUTIONS

More About Employee Contributions To The Basic Tier 4 Plan

As a Tier 4 member, you are required to make regular contributions to BERS equal
to 3% of your annual wages. But due to a change in law effective October 1, 2000,
when you complete 10 years of membership or 10 years of credited service, you
are no longer required to make these contributions. So once you have either 10
years of membership in the Retirement System or 10 years of credited service —
whichever happens first — the deduction from your paycheck of your 3%
contributions will automatically stop. Even if you are no longer required to make
employee contributions to BERS, you of course continue to pay Medicare and
Social Security (FICA) contributions.

Do note that participants in the early retirement programs (55/25 or 57/5), however,
are still required to make the additional contributions over and above the standard
3%, whether or not they have 10 or more years of membership or of credited
service.

Naturally, once your 3% regular contributions cease, an amount equivalent to those
contributions will no longer be channeled into your Member Contributions
Accumulation Fund. The funds that already accumulated in your MCAF account
while you were making these contributions, though, will continue to earn interest.
And of course your pension benefits remain infallible and sound.

For members represented by an employee organization for collective bargaining
purposes, this cessation of contributions is retroactive to October 1, 2000, but its
full implementation awaits pending contract settlement. This means that, if you
had 10 years of membership or 10 years of credited service as of October 1, 2000
— even if you retired after October 1 — you will get a retroactive refund of the
contributions you made since that date once the contract between your union and
the City of New York is finalized.

This refund will be paid to you in a lump sum. Although not subject to current New
York City (if applicable) and State taxes, the payment will be subject to federal
income taxes. You may want to consult with a tax advisor in order to ameliorate
any tax consequences associated with this refund.



WHO PAYS FOR YOUR BENEFITS

Tier 4 benefits are financed by both employee and employer ibutions, and by
the investment retums on those contribuions.

> About Employee Contributions To The Basic Tier 4 Plan

All Tier 4 members are required to make regular contributions to BERS equal to
3% of their annual wages. These 3% regular member conlributions plus their
inlerest eamings are called the Member Contributions Accumulation Fund (MCAF).

Parficipants in the early refirement programs (5525 or 57/5), however, are
required to make additional contributions over and above the standard 3%. Once
again, please ses the 5525 and 57/5 supplementary sections for details about
these requisite additional contributions.

Usually, your employee contibulions are made lo BERS through payroll
deductions before federal taxes are laken oul of your paycheck. This means thal
your employee confributions are not included as part of your gross income for
federal tax purposes, but instead will be subject to federal taxes when your benefits
are paid out in retirement, or if and when you receive a refund of these
contributions. Current New York City (if applicable) and State income taxes are
imposad on your employes contributions all along.

In addition to making employee contribufions to BERS, you are of course rexquired
{o pay Medicare and Social Security (FICA) contributions.

About Employer Contributions

The employer contributions — plus the eamings on BERS investments — fund
much of the cost of BERS refirement benefils. It is the Office of the Actuary who
calculates and determines how much the employer should put into BERS.

Your employer also makes FICA contributions cn your behalf in an amount equal
{o your own employee FICA confributions.

1
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Note that the cost to purchase previous service is not affected by the legislative
change to regular employee contributions. That is, if you were to buy back 14
years of prior service, for example, you would still pay the equivalent to 3% of
the wages you earned during the entire 14-year period (plus 5% annual
compound interest) even though the time period you are claiming surpasses 10
years.



More About Employee Contributions To The Tier 3 Plan

Both Tier 3 and Tier 4 members are required to make regular contributions to
BERS equal to 3% of their wages. But due to a change in law effective October 1,
2000, once you have either 10 years of membership or 10 years of credited service
— whichever happens first — your contributions of 3% will automatically stop.

The following remains unchanged: neither credit toward retirement nor increase in
retirement allowance is granted for service beyond 30 years under Tier 3.



TIER 3 SUPPLEMENT

Who Is Eligible For Tier 3 Benefits

If you joined BERS after July 26, 15976 but before September 1, 1983, you are
a Tier 4 member who may elect benefits under Tier 3.

But, you do not have the option of electing Tier 3 benefils if you joined BERS
after August 31, 1983 — then you are covered only by Tier 4. Further, you
can not mix and merge the provisions of Tier 3 and Tier 4 to modify eligibility
requirements under either plan.

In general, Tier 4 offers greater benefits than doss Tier 3. Under some
circumstances, however, Tier 3 might provide you with greater benefils than
would Tier 4; or Tier 3 might be the only benefits to which you are entitled. If
you want to retire early, for example, Tier 3 permils service retirement between
the ages of 55 and 62 with a reduction in the amount of the benefit, whereas
thee Basic Tier 4 Plan does not permit service refirement before age 62.

Mevertheless, most features of Tier 3 and Tier 4 are similar or identical. Those
fealures that differ significantly are discussed within this supplementary
section.

About Employee Contributions To The Tier 3 Plan

Both Tier 3 and Tier 4 members are required to make regular contributions to
BERS equal to 3% of their wages. Under Tier 3, howsver, members are nof
required o conlibute after 30 years of credited service. This is because
neither credit toward retirement nor increase in refirement allowance is granted
for service beyond 30 years under Tier 3.



More About Additional Contributions To 55/25

As a participant in 55/25, you are required to make additional member
contributions to BERS beyond your regular member contributions equal to 3%
of your annual wages. But due to a change in law effective October 1, 2000,
once you have either 10 years of membership or 10 years of credited service —
whichever happens first — your regular contributions of 3% automatically stop.
You are, however, still required to make the additional contributions over and
above the standard 3%, whether or not you have 10 or more years of
membership or of credited service. So, your requisite additional contributions to
55/25 continue, as before, until you have completed 30 years of credited service
(unless, of course, you retire before these 30 years finish).

Further, a change in legislation effective November 21, 2001, decreased these
additional contributions to 1.85% of your annual wages. If you are in a physically
taxing position, however, you are required to contribute the same added 1.98%
of your annual wages as before.

Please see the following tables for further clarification of the changes in your
rate of contributions.

Contributions From 10/1/2000 Through 11/20/2001

Position You Held Regular Additional Total

Through 11/20/01 Contributions | Contributions J Contributions
non-physically taxing position 3% 2.85% 5.85%
physically taxing position 3% 2.85% +1.98% 7.83%

...After 10 Years Of Membership Or 10 Years Of Credited Service

non-physically taxing position 0% 2.85% 2.85%
physically taxing position 0% 2.85% + 1.98% 4.83%
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About The Additional Contributions To 55/25

Bewrdymrregmatmemhemmﬂ:mmewalma%dywramﬂ
wages, you are required to make addiional member contributions to
BERS under 58025, For senvce prior o January 1, 1998, this additicnal
contribution is at the rate of 4.35% of your annual wages. Thereafier, the
rale is 2.85% of your annual wages. And if you are in a physically taxing
position, you are required to contibute another 1.98% of your annual
wages over and above the 4.35% or 2.85% and the regular 3%. Please
see the table below for further clarification of these contributicns.

Contributions Pre-1958

Positicn Yeu Held
P &.’

physicaly taxng position Er 4.35% + 1.08% 933%

nan-physically taing position kD 285% 585%
physically tasing position k) 285% +198%  T83%

The addifional contribution rates apply to wages eamed from January 8,
1995 forward.

Your additional contributions are kept in your 55/25 account — separate
from your regular 3% contributions in your MCAF account. Usually, just
like your regular 3% contributions, your addifional contribuions are made
through payroll deductions before federal taxes are taken out of your
paycheck. (The additional contributions will be subject to federal taes
when benefils are paid, or i and when you receive a refund of these
contributions.)  Also like your regular 3% contributicns, your additional
mnh‘nmmmmNewYoﬂcow:lappicdie}msuemm
taxes. You continue to make addiional conlrbutions untl
completed 30 years of credited service.

Contributions Beginning 11/21/2001

Position You Held Additional Total

Beginning 11/21/01 Contributions J| Contributions § Contributions
non-physically taxing position 3% 1.85% 4.85%
physically taxing position 3% 1.85% + 1.98% 6.83%

..After 10 Years Of Membership Or 10 Years Of Credited Service

non-physically taxing position 0% 1.85% 1.85%
physically taxing position 0% 1.85% + 1.98% 3.83%



More About Additional Contributions To 57/5

As a participant in 57/5, you are required to make additional member
contributions to BERS beyond your regular member contributions equal to 3%
of your annual wages. But due to a change in law effective October 1, 2000,
once you have either 10 years of membership or 10 years of credited service —
whichever happens first — your regular contributions of 3% automatically stop.
You are, however, still required to make the additional contributions over and
above the standard 3%, whether or not you have 10 or more years of
membership or of credited service. So, your requisite additional contributions to
5715 continue, as before, until you have completed 30 years of credited service
(unless, of course, you retire before these 30 years finish).

Further, a change in legislation effective November 21, 2001, decreased these
additional contributions to 1.85% of your annual wages. If you are in a
physically taxing position, however, you are required to contribute the same
added 1.98% of your annual wages as before.

Please see the following tables for further clarification of the changes in your
rate of contributions.

Contributions From 10/1/2000 Through 11/20/2001

Position You Held Regular Additional Total

Through 11/20/01 Contributions | Contributions § Contributions
non-physically taxing position 3% 2.85% 5.85%
physically taxing position 3% 2.85% + 1.98% 7.83%

...After 10 Years Of Membership Or 10 Years Of Credited Service

non-physically taxing position 0% 2.85% 2.85%
physically taxing position 0% 2.85% + 1.98% 4.83%
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About The Additional Contributions To 57/5

Beyond your regular member contributions equal to 3% of your annual wages,
you are required fo make additional member contributions to BERS under 57/5
until you have completed 30 years of crediled service. For service prior to
January 1, 1958, this additional contribution is at the rale of 4.35% of your
annual wages. Thereafler, the rale is 2.85% of your annual wages. And if you
are in a physically taxing position, you are required to contribute another 1.98%
of your annual wages over and above the 4.35% or 2.85% of compensation
and the regular 3%. Please see the table below for further clarification of these
contributions.

Contributions Pre-1998

Pasition You Held Regular Additional Total

Pre-1998 Contritutions ] Contributions Jf Contributions
nan-physically taxing position % 4.35% 7.35%
physically taxing position % 4.35% +1.98% 9.33%

Contributions Post-1997

Position You Held Regular Additional Total

Post-1997 Contritutions ] Contributions Jf Contributions
nan-physically taxing position % 2.85% 5.85%
physically taxing position % 2.85% + 1.98% 7.83%

The additional contribution rates apply to wages eamed from aff credited
service — thal is, whether service rendered before or after the enactment dale
of the Age 57 Retirement Program.

‘Your additional contributions are kept in your 57/5 account — separate from
your regular 3% contributions in your MCAF account. Usually, just like your
regular 3% contributions, your additional contributions are made through
payroll deductions before federal taxes are taken out of your paycheck. (The
additional contributions will be subject lo federal taxes when benefits are paid,
or if and when you receive a refund of these contributions.) Also ke your
regular 3% contributions, your additional contributions incur current New York
City {if applicable) and State income taxes. You continue o make additional
contributions until you have completed 30 years of credited service.

Contributions Beginning 11/21/2001

Position You Held
Beginning 11/21/01

non-physically taxing position
physically taxing position

Regular Additional Total
Contributions | Contributions | Contributions

3% 1.85% 4.85%

3% 1.85% + 1.98% 6.83%

..After 10 Years Of Membership Or 10 Years Of Credited Service

non-physically taxing position
physically taxing position

0% 1.85% 1.85%
0% 1.85% + 1.98% 3.83%
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MORE ON "BUYING BACK" PREVIOUS SERVIGE

When You Receive Credit For Previous Service Now

Due to a change in law effective October 1, 2000, you now only need to have
two years of membership service to get credit for your previous service. (The
minimum requirement used to be five years.) As was the case before, you can
claim and pay for the previous service at any time, but remember that you will
not receive credit for it until you have completed two years of membership
service with BERS.

So, this means that if you have two years of membership service and you buy
back three years of prior service — voilal — you are then vested, since you will
have the five years required. Membership service, as before, includes
credited service that you may have transferred to BERS from another public
retirement system of the City or State of New York. (So now Mr. Nelson —see
page eight of the Tier 4 SPD — would only need two years of BERS
membership to apply his service from the other system toward his retirement.)
Part-timers remember that for you, "two years" do not mean two calendar years.

For those members represented by an employee organization for collective
bargaining purposes, the accreditation of previous service at two versus five
years of membership service is retroactive to October 1, 2000. But its full
implementation awaits pending contract settlement. This means that, even if
you purchase your prior service and already have two years of membership
service, you will not get credit for it until the contract between your union and
the City of New York is finalized.

And under the provisions of tier reinstatement, you must have completed two
years (versus five) of membership service with BERS to apply service
credited to you during your membership (that ceased) in another New York City
or State public employee retirement system.

13
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How Much It Costs To Buy Back Previous Service

The cost to purchase credit for previous senvce is equal to 3% of the wages you
eamesd during the period{s) of prior service that you are claiming, plus 5% annual
compound interest. The interest covers the time period starling from the dates of
such service up to the date that full payment is made to BERS. Participants in the
Tier 4 early refirement programs may also be required to pay addiional member
contributions on all or on a part of the prior sendce credit they purchase. {Once
again, please see the supplementary sections for furlher detalls on early retirement
Fugmm]

BERS calculates the cost of purchasing credit for your previous sendce, and gives
you the opfion of making the required payment in eifher a lump sum or through
payroll deductions. These payroll deductions are made afler New York City (if
applicable), New York State, and federal taxes are taken out of your paycheck.
And if, under the provisions of tier reinstalement, you want to apply service
credited to you during your membership (that ceased) in BERS or another New
York City or State public employee retirement system, then you must repay any
contributions that were refunded to you, plus 5% compound interest from the
date of refund. Further, you must make this payment lo BERS in a lumg sum.

When You Receive Credit For Previous Service

YYou can claim and pay for the previous service at any time, but remrrhemal\m'
will not receive credit for it untl you have completed five vears of membership

senvice with BERS.

Mmenﬁaﬂq)‘ service includes crediled service that you may have transferred
{o BERS from anofher public retirement system of the City or State of New York.
Part-timesrs should remember that for them, “five years” do not mean five calendar
¥

You must also have completed five years of bership service with BERS,
under the provisions of tier reinstalement, to apply service credited to you
during your membership (that ceased) in another New York City or State public
employes retirement system.

page 15
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Who Is Now Eligible To Buy Back Previous Service
(But Was NOT Eligible Before)

Due to the same change in legislation affecting previous service just described
and effective October 1, 2000, you may now be eligible to purchase credit for
previous service — whereas you were not before — under the following sets of
circumstances:

» even if you have a break in New York public service, and
» you do not join BERS before the break in service, and
» you re-enter the service of a covered employer,

then you may still be able to buy back the previous service you performed
before the break.

Also,

» if you terminate New York public service, and

» you do not join BERS before your termination, and

P you enter service with another covered employer,

then you may still be able to buy back the previous service you performed
before your termination.

Take note: although your previous service could have been rendered with any
public employer in the City or State of New York, it must be service that would
have qualified for retirement credit had you been a member of a New York
public employee retirement system at that time.

Again, if you are represented by an employee organization for collective
bargaining purposes, the conditions outlined above are retroactive to October
1, 2000. But their full implementation awaits pending contract settlement
between your union and the City of New York.

17



Who Is NOT Eligible To Buy Back Previous Service

You can niot purchase: credit for certain previous senvice under the following sets of
circumnstances:

W if you have a break in servios with a covered employer, and

' you do ot join BERS before the break in senvice, and

» youreenter the service of that emplayer,

then you will not be able to buy back the previous service you performed before
the break.

Also,

i you terminate service with a covered employer, and

' you do not join BERS before your termination, and

P you enter senice with another covered employer,

then you will not be able to buy back the previous service you performed before
your lermination,

Take note: an approved leave of absence is nefher a termination nor a break in
sefvice.

18



MILITARY SERVIGE GREDIT GLARIFIED

According to legislation enacted in 2000, Military Service is active duty that may
be eligible for retirement credit and that was served in one of the armed forces
of the United States during certain periods of conflict. These periods of conflict
are the following:

»  World War Il (12/7/41 — 12/31/46);
Korean War (6/27/50 — 1/31/55);
Vietnam War (2/28/61 — 5/7/75);

service, as evidenced by an Expeditionary Medal, in hostilities in Lebanon
(6/1/83 —12/1/87), Grenada (10/23/83 —11/21/83), Panama (12/20/89 —1/31/90);
service in hostilities in the theater of operations including Irag, Kuwait,
Saudi Arabia, Bahrain, Qatar, the United Arab Emirates, Oman, the Gulf of
Aden, the Gulf of Oman, the Persian Gulf, the Red Sea, and the airspace
above these locations (8/2/90 until the end of such hostilities).

vYyy

v

If honorably discharged, you can apply for a maximum of three years of service credit
for up to three years of military duty. All or part of your active duty had to have been
served within the times outlined above. This means that, even if you only served one
day during any of the above periods of conflict, you can nonetheless apply for up to
three years of military service credit. For example, if your military duty began on
January 31, 1955 — the last day of the Korean War — the rest of your military duty,
capped at a maximum of three years, would still be applicable as well.

You must purchase credit for such service and you must have at least five years of
credited service to be eligible to receive this credit. The cost of military service is this:

3% of the salary you earned during the 12 months
before you apply for military service credit
multiplied by
the number of years or months for which you are purchasing military service credit.

You can purchase your military credit either through payroll deductions or in a
lump sum. And you can make these payments at any time before your retirement.

19



such senvice is transferred, i becomes membership service with BERS. You
should consult with your former relirement system and with BERS conceming
resirictions on transferred service.

Part-time Service (past or present) is service rendered while you were employed
by the Board of Education or by another covered employer. BERS will prorate
credit for past or present part-fime service on the basis of one year's worth of
service credit if any of the following work schedules apply to you:

(a) you worked 1827 hours during the calendar year, or

(b} you worked 1470 hours during the calendar year in a non-teaching job
whose duties are regularly scheduled to be perdormed only during the
school year, or

(e} you worked 180 days or 1170 hours as a substitule teaches.

So, if any of (a) through {c) above applies to you and your job, BERS will prorate
credit toward your retirement for your part-ime service.

The case of Ms. Smith, a part-fime office aide, is a good example of

how part-ime service is prarated:

Due 1o all kinds of famikal responsibilities, she only worked 608 hours

during the last year, i the sparsenass of her hours continues, ten she
will take three years to complede one year's worth of credited sendce.

Also be aware thal, regardiess of the number of hours or days you may have
worked, you can not receive more than one year's worh of credit in any calendar
year. Toillustrate using work schedule (a) above: even if you were to have worked
more than 1827 hours during a calendar year, you would nonetheless receive only
one year's worlh of servics credit for that year. Further, the maximum number of
hours that will be credited as parttime service is 35 hours in any weekly pay
peried, and 70 hours in any biweekly pay period.

> Military Service is cerlain duty served in one of the armed forces of the United
States that may meet the legal requirements allowing you to apply it toward your
refirement. You must purchase credit for such service. You should contact BERS
regarding both cost of and eligibility requirements for your mitary send
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Do note that the payments for military credit are considered employer contributions
and will, consequently, not be deposited into your MCAF with the rest of your
employee contributions. As always, you may borrow, withdraw, or receive a refund
of only that portion credited as employee contributions (plus interest thereon).
Therefore, you may not borrow, withdraw, or receive a refund of your payments for
military credit.

Also be aware that, if you already got credit for specific military service under the
provisos of previous legislation, then you can not seek or purchase credit for the
same military service under the conditions of this new law. This means that the

very same military duty can not be counted toward retirement credit twice.
20



ABOUT GHANGES
TO ORDINARY DEATH BENEFITS

Due to legislation effective October 1, 2000, the election of Death Benefit Plan 1
or Death Benefit Plan 2 is obsolete. Only Death Benefit Plan 2 will apply for any
member who joins or rejoins BERS after January 1, 2001. When joining or
rejoining BERS, you still must choose and identify your beneficiary or
beneficiaries. As was the case before, you can name any person you wish (such as
a family member or friend) or entity (such as a charity or other organization of
meaning to you) as your beneficiary. Also as before, you can change your
selection of beneficiaries at any time up until you retire.

But even if you had already chosen Death Benefit Plan 1, the benefits under
Plan 2 would be paid to your survivors, unless the benefits under Plan 1 prove
greater. (And for vested members who are not in active service — see page 42
of the Tier 4 SPD — now only Death Benefit Plan 2 would apply as well.)

Again, for those of you who are represented by an employee organization for
collective bargaining purposes, the full implementation of this law awaits pending
contract settlement between your union and the City of New York. But if you were
to die before such contract settlement and you had chosen Death Benefit Plan
1, then your survivors would be paid any additional amount due under Death
Benefit Plan 2 once the contract is settled.
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Naming A Beneficiary

On the Election Of Death Benefit Designation of Beneficiary form, which you have
to complete when enroling, you must elect eifher Death Benefit Plan 1 or Plan 2
{both of which will be described later in this book). At this point you must choose
and identify your beneficiary or beneficiaries — dearly a very important decision —
50 that any Ordinary Death Benefit due will be paid to your survivors according to
your wishes.

Your election of Death Benefit Plan 1 or Plan 2 can never be changed so long as
you remain a member of BERS, but you can change your selection of beneficiarizs
up until the: time: you retire: by filing the approgriate form with the Retirement Office.
Your semi-annual statement from BERS (which you should look over most
mlnlmymrwmﬂ“ ficiary information — mak it is what you

When you relire, you will have o select beneficlaries once more. This step will be
further explained in the chapters *How To File For Retirement Benefits” and "How
Benefits Are Paid*

Take nole that you can choose separale beneficiaries for any Tax-Deferred
Annwity (TDA) contrbutions you may have made. (For further information about
TDA, see the chapter *About The Tax-Deferred Annuity Program." )

page 9
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WHAT IF YOU DIE BEFORE RETIREMENT

Death Benefits
Benefits may be paid to your survivors if you die after retirement via the Options
previously explained. But benefits also may be paid if you die before retirement.
One of four kinds of benefits may be paid if you die before retirement:
» Ordinary Death Benefit

{0 be paid to your designated beneficiary(ies), that is, whom you chose; or
» Alternative Death Benefit For Members

Who Joined BERS Before July 26, 1986

to be paid to your designated beneficiary(ies); or
» Death Benefit For Vested Members NOT In Active Service

to be paid to your designated beneficiaryfies); or
» Accidental Death Benefit

{o be paid to an “eligible beneficiary” as defined by law.

Ordinary Death Benefits

23

Upan joining BERS, you are required to choose between Death Benedit Plan 1 and
Death Benefit Flan 2. As you recall, your choice of Death Benefit Plan 1 or 2 can
never be changed so long as you remain a member of BERS.

Ordinary Death Benefits would be paid to your beneficiary provided that one of the
following tweo scenarios applies to you at the time of your death:

Scenario 1

» you die while in active service, and

» you had at least one year of credited sendce, and
P your death is not job-related.

Y
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Again, there is no longer a choice between Death Benefit Plan 1 and Death
Benefit Plan 2. Death Benefit Plan 2 would be paid to your beneficiary —
regardless of what you picked when joining or rejoining BERS — unless Death
Benefit Plan 1 proves greater. Furthermore, Death Benefit Plan 2 has generally
been deemed the better of the two plans.




Seenario 2
» you are off the payroll or on leave, but

» you were on the payroll, in active service, and paid within 12 months before
your death, and

» you were nol gainfully employed since you were last on said payroll, and

P you had at least one year of credited sendce, and

W your death is not job-relaled.

Then, your beneficiary receives one of the benefits described next — either Death

Y

Benefit Flan 1 or Death Benefit Plan 2, whichever you selected.

Death Benefit Plan 1
If you chose Death Benefit Plan 1, the lump sum benedit would equal the following:

> your M hip Contributi lation Fund (MCAF)
phs
one month's salary x number of years of crediled service:
up to a maximum of 36 years;
of

» provided that you were efigible for a service retirement benefit,
and it is greater than the above — then, your MCAF
phs
the: value of the employer porfion (as determined by the Actuary) of the
refirement benefits that would have been due you if you had refired on the day
befiore your death.

designate beneficiaries for either
Dea enelit Flan 1 or Death
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When you join BERS. you must )

Second Designation

M any tme during your
membership. you can change
beneficiaries

Retirement Designation

Hx retirement you make
up to bwo designations
1 Temporary Beneficiaries
1 Option Beneficiaries
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ADDITIONAL BENEFIGIARIES ELIGIBLE
FOR AGGIDENTAL DEATH BENEFIT

Due to legislation effective August 30, 2000, a new category of beneficiaries has

been added to the list of those eligible to receive the accidental death benefit. As

opposed to regular designated beneficiaries, these "eligible beneficiaries" are

defined and dictated by law and, thus, the benefit would be paid in the following

order:

» to your surviving spouse — unless he or she has renounced survivorship rights
in a separation agreement — until he or she remarries,

» to each of your children until he or she reaches age 25,

» to your parents who depend on you for support,

P to any other person who qualified as a dependent on your final federal income
tax return until he or she reaches age 21,

» then (if none of the above eligible beneficiaries exist) to the designated
beneficiary or beneficiaries chosen by you.

As was the case before, if the requirements for the accidental death benefit are
met, a pension will be paid to your eligible beneficiary equal to 50% of the wages
you earned during your last year of service, or equal to 50% of your annual wage
rate if you had less than one year of service.

Also as before, an application for an accidental death benefit must be filed within
60 days after your death. This 60-day period may be waived provided that an
ordinary death benefit has not been paid.
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> Accidental Death Benefit

If BERS determines that your death is indeed the result of an accident you

sustained while performing your job, while in active service and while a member of

BERS, and that said accident was not a result of your own willul negligence, then

a pension will be paid to your "efigible beneficiary® equal to 50% of the wages you

eamed during your last year of sendce, or equal to 50% of your annual wage rate if

you had less than one year of service.

As opposed fo fhe designated beneficiades chosen by you, the eligible

beneficiaries for the accidental death benefit are dictated by law and, thus, the

benefit would be paid in the following order:

» o your surviving spouse  unless he or she has renounced survivorship
rights in a separation agresment — until he or she remarries,

» {o each of your children unfil he or she reaches age 25,

» {o your parents who depend on you for support,

P {o any olther person who qualified as a dependent on your final federal income
tax retumn untl he or she reaches age 21.

An application for an accidental death benefit must be filed within 60 days afler

your death. This 60-day period may be waived provided that an ordinary death

benefit has not been paid.

What Your Survivors Should Do If You Die Before Retirement

If you die before retirement, your survivors should mest wih a BERS
representative who will do the following:

» determine your sunivors' eligibility for benedits,

» explain the procedures for claiming benefits,

» calculate any benefits due,

P outine payment options.

Please take serious note: you should always keep all perti BERS

documents and forms in a location that is known an
to your beneficiaries or the executor of your estate.

And again, please take serious note: you should always keep all pertinent
BERS documents and forms in a location that is known and readily accessible
to your beneficiaries or the executor of your estate.



TIER 3 ORDINARY DEATH BENEFIT INCREASED

Tier 3 lump sum Ordinary Death Benefits are capped at maximum amounts that
are increased on a yearly basis and are escalated by up to 3% each year based
on increases and decreases in the cost-of-living index.

If you die before age 60, the maximum lump sum death benefit under Tier 3 is
now calculated as follows:

Number Of Years Of Amount Of Lump Sum Benefit
Credited Service (As Of 4/1/2001)

1 year but less than 2 years one year s current salary,
but not in excess of $38,400
2 years but less than 3 years two x current salary,
but not in excess of $76,700
3 or more years three x current salary,

but not in excess of $95,900
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You pay for the addlional prolection afforded by the Tier 3 Survivor Annuily
Benefit: 1o finance the cost of the sundvor annuity, the Tier 3 benefils payable 1o
you o o your survivar are reduced according to actuarial calculations (considering
factors such as the life expectancy of your beneficiary, for example).

Tier 3 Ordinary Death Benefit

Although death benefits under both Tier 3 and Tier 4 are calculated in the same
way for the most part, there are some notsble differences. Unlike Tier 4 death
benefits whose amounts are not limited, Tier 3 hump sum Ordinary Death Benefits
are capped at madmum amounts. These maximum amounts are escalated by up
to 3% each year based on increases and decreases in the cost-ofiving index; Tier
4 death benefits are not so escalated.

If you die before age 60, the maximum lump sum death benefit under Tier 3 Is
calculated as folows:

; [ & )
1 year but less than 2 years one year's current salary,

but not in excess of $37,300
2 years but less than 3 years two x current salary,

but not in excess of $74,500
3or more years three x current

but notin excess of §93,100

page 65
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RSSL 212 EARNINGS AMOUNT INCREASED

Due to periodic increases in the RSSL Section 212 earnings limitation amount by
the State Legislature, this amount has been raised to $25,000 per year as of this
printing.

But, as was the case before, if you are age 65 or above and you elect the
provisions of RSSL Section 212, you can work in New York public service and not
be confined to the earnings limitation, permitting you to earn any amount without
a reduction in your retirement allowance payments.

29
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WHAT IF YOU RETURN
TOWORK AFTER SERVICE RETIREMENT

Your retirement allowance is not affected if you retum ko work outside of New York
public senvce, that is: employment with the federal government, or with another
stabe, or in private industry.

What New York public service does inchude is this: any employment with the State
of Mew York, or with any county, town, village, school district, special district, or
public authorily within the State, or with the City of New Yok, including the Board
of Education.

If you retum to work within New York public service, your refirement allowance wil
be suspended for the duration of such employment, unless you qualify for one of
the statutory exceplions: Sections 212 or 211 of the Retirement and Social
Security Law (RS5L). If you meet the requirements of RSSL Sections 212 or 211,
you may be permitted o receive all of or a portion of your refirement allowance
while employed in New York public service.

RSSL Section 212

If you file with BERS a stalement that you elect the provisions of RSSL Section
212, then you can work in New York public service and eam up ko the curent
eamings limitation amount (§17,000 per year as of this prnting) without any
reducion in your refirement allowance payments.  (The State Legislature
periodically increases the Section 212 eamings limitafion amount.)

But, if you are age 70 or above and you elect the provisions of RSSL Section 212,
you can work in Mew York public senvice and not be confined 1o the eamings
limitation, permitting you to eam any amount without a reduction in your retirement
allowance payments.
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Maximum Loan Amount: If you have five or more years of credited service,

your maximum available loan is the lesser of (a) or (b) bedow. If you have less

than 5 years of credited service, your maximum avallable loan is the least of
(), (b), or (c) below:

(a) $50,000 minus your highest combined Tier 3 or 4, TDA, and 55/25

or 5715 outstanding loan balance during the last twelve months; or

(b} 75% of your MCAF account balance minus your curent
outstanding loan balance; or

(c) The greater of (1) 50% of your MCAF, TDA, and 55/25 or 57/%
accounts; of (2) $10,000 minus your current combined outstanding
loan balance.

Interest Rate: The interest rate for all Tier 3 o 4 loans taken alter June 30,
1995 s 7.75%. I you request a new loan, any outstanding loan balance will be
considered pant of the new loan at 7.75% interest. This interest rate may
change based on reviews by the Chief Actuary of the City of New York, and on
subsequent legislation,

Service Charge: There is a 340 service charge to process a loan. This
charge is used to pay for the administrative costs of the Tier 3 or 4 loan
program. The service charge will be considered an additional loan amount
when calculating the terms of the loan (that is, duration and repayment). If you
are eligible for and you request a 350,000 loan, you will receive a check for
$49,960 — to avoid exceeding the $50,000 loan maximum — when the $40
service charge is added to the loan. If you are eligible for and you request a
$10,000 loan, you will receive a check for $10,000. Repayments will be
caleulated on $10,040  the $40 service charge plus the loan amount. When
you apply for the loan, you also have the oplion o pay the service charge by
certified check or money order (personal checks will not be accepted) to avold
having the service charge included in the monthly repayment amount.
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LOAN INTEREST RATE LOWERED N

The interest rate is now 7% for all Tier 4, Tier 3, 55/25, and 57/5 loans taken on
or after July 1, 1999 through June 30, 2004. If you request a new loan, any
outstanding loan balance will be considered part of the new loan at 7% interest.

This interest rate may change again in the future based on reviews conducted
every five years by the Chief Actuary of the City of New York, and on
subsequent legislation.




page 86

Y

Maximum Loan Amount: If you have five or more years of credited service,
your maximum avalable loan is the lesser of (a) or (b) below. If you have less
than five years of credited service, your maximum available loan is the least of
(a), (), or {c) below:
' (8} $50,000 minus your highest combined Tier 3 or 4, TDA, and 55125
- or 5745 oulstanding loan balance during the last 12 months; of
(b} 75% of your 55/25 or 57/5 account balance minus your cument
) outstanding loan balance; or
(c) The greater of (1) 50% of your MCAF, TDA, and 55/25 or 575
accounts; of (2) $10,000 minus your current combined outstanding
loan balance.

Interest Rate: The interest rate for all 56/25 or 57/5 loans is 7.75%. This
interest rale may change based on reviews by the Chief Actuary of the City of
New York, and on subsequent legislation.

Service Charge: There s a 340 service charge to process a loan. This charge
is used lo pay for the administrative costs of the 55/25 or 57/5 loan program.
The service charge will be considered an additional loan amount when
calculating the terms of the loan (that is, duration and repayment). If you are
eligibke for and you request a 350,000 loan, you will receive a check for
$49,960 — to avoid exceeding the §50,000 loan maximum — when the $40
service charge is added lo the loan. If you are eligible for and you request a
$10,000 loan, you will receive a check for $10,000. Repayments will be
calculaled on §10,040 — the 340 sendce charge plus the loan amount. When
you apply for the loan, you also have the option to pay the service charge by
certified check or money order (personal checks will not be accepted) to avoid
having the service charge included in the monthly repayment amount.
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