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SPECIAL TAX NOTICE REGARDING PLAN PAYMENTS

THIS NOTICE EXPLAINS HOW YOU CAN CONTINUE TO DEFER FEDERAL INCOME TAX ON YOUR RETIREMENT SAVINGS
IN THE ARIZONA LABORERS, TEAMSTERS AND CEMENT. MASONS ANNUITY PLAN (THE "PLAN") AND CONTAINS
IMPORTANT INFORMATION YOU WILL NEED BEFORE YOU DECIDE HOW TO RECEIVE YOUR PLAN BENEFITS.

THIS NOTICE IS PROVIDED TO YOU BY THE BOARD OF TRUSTEES OF THE ARIZONA LABORERS, TEAMSTERS AND
CEMENT MASONS ANNUITY TRUST FUND C/O SOUTHWEST SERVICE ADMINISTRATORS INC. (YOUR "PLAN
ADMINISTRATOR") BECAUSE ALL OR PART OF THE PAYMENT THAT YOU WILL SOON RECEIVE FROM THE PLAN MAY
BE ELIGIBLE FOR ROLLOVER BY YOU OR YOUR PLAN ADMINISTRATOR TO A TRADITIONAL |RA OR AN ELIGIBLE
EMPLOYER PLAN. A ROLLOVER IS A PAYMENT BY YOU OR THE PLAN ADMINISTRATOR OF ALL OR PART OF YOUR
BENEFIT TO ANOTHER PLAN OR IRA THAT ALLOWS YOU TO CONTINUE TO POSTPONE TAXATION OF THAT BENEFIT
UNTIL T IS PAID TO YOU. YOUR PAYMENT CANNOT BE ROLLED OVER TO A ROTH IRA, A SIMPLE IRA, OR A
COVERDELL EDUCATION SAVINGS ACCOUNT (FORMERLY KNOWN AS AN EDUCATION IRA). AN "ELIGIBLE
EMPLOYER PLAN" INCLUDES A PLAN QUALIFIED UNDER SECTION 401(A) OF THE INTERNAL REVENUE CODE,
INCLUDING A 401(K) PLAN, PROFIT-SHARING PLAN, DEFINED BENEFIT PLAN, STOCK BONUS PLAN, AND MONEY
PURCHASE PLAN; A SECTION 403(A) ANNUITY PLAN; A SECTION 403(B) TAX-SHELTERED ANNUITY; AND AN
ELIGIBLE SECTION 457(B) PLAN MAINTAINED BY A GOVERNMENTAL EMPLOYER (GOVERNMENTAL 457 PLAN).

AN ELIGIBLE EMPLOYER PLAN IS NOT LEGALLY REQUIRED TO ACCEPT A ROLLOVER. BEFORE YOU DECIDE TO ROLL
OVER YOUR PAYMENT TO ANOTHER EMPLOYER PLAN, YOU SHOULD FIND OUT WHETHER THE PLAN ACCEPTS
ROLLOVERS AND, IF SO, THE TYPES OF DISTRIBUTIONS IT ACCEPTS AS A ROLLOVER. YOU SHOULD ALSO FIND OUT
ABOUT ANY DOCUMENTS THAT ARE REQUIRED TO BE COMPLETED BEFORE THE RECEIVING PLAN WILL ACCEPT A
ROLLOVER. EVEN IF A PLAN ACCEPTS ROLLOVERS, IT MIGHT NOT ACCEPT ROLLOVERS OF CERTAIN TYPES OF
DISTRIBUTIONS, SUCH AS AFTER-TAX AMOUNTS. IF THIS IS THE CASE, AND YOUR DISTRIBUTION INCLUDES AFTER-
TAX AMOUNTS, YOU MAY WISH INSTEAD TO ROLL YOUR DISTRIBUTION OVER TO A TRADITIONAL IRA OR SPLIT YOUR
ROLLOVER AMOUNT BETWEEN THE EMPLOYER PLAN IN WHICH YOU WILL PARTICIPATE AND A TRADITIONAL IRA. IF
AN EMPLOYER PLAN ACCEPTS YOUR ROLLOVER, THE PLAN MAY RESTRICT SUBSEQUENT DISTRIBUTIONS OF THE
ROLLOVER AMOUNT OR MAY REQUIRE YOUR SPOUSE'S CONSENT FOR ANY SUBSEQUENT DISTRIBUTION. A
SUBSEQUENT DISTRIBUTION FROM THE PLAN THAT ACCEPTS YOUR ROLLOVER MAY ALSO BE SUBJECT TO
DIFFERENT TAX TREATMENT THAN DISTRIBUTIONS FROM THIS PLAN. CHECK WITH THE ADMINISTRATOR OF THE
PLAN THAT IS TO RECEIVE YOUR ROLLOVER PRIOR TO MAKING THE ROLLOVER.

IF YOU HAVE ADDITIONAL QUESTIONS AFTER READING THIS NOTICE, YOU CAN CONTACT YOUR PLAN
ADMINISTRATOR AT:

SOUTHWEST SERVICE ADMINISTRATORS, INC.
2400 WEST DUNLAP AVE. #250
PHOENIX, AZ 85021
(602) 249-3582
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SUMMARY

THERE ARE TWO WAYS YOU MAY BE ABLE TO RECEIVE A PLAN PAYMENT THAT IS ELIGIBLE FOR ROLLOVER:

(1 CERTAIN PAYMENTS CAN BE MADE DIRECTLY TO A TRADITIONAL IRA THAT YOU ESTABLISH OR TO AN
ELIGIBLE EMPLOYER PLAN THAT WILL ACCEPT IT AND HOLD IT FOR YOUR BENEFIT ("DIRECT
ROLLOVER"); or

2) THE PAYMENT CAN BE PAID TO YOU.

IF YOU CHOOSE A DIRECT ROLLOVER:
*  YOUR PAYMENT WILL NOT BE TAXED IN THE CURRENT YEAR AND NO INCOME TAX WILL BE WITHHELD.

. YOu CHOOSE WHETHER YOUR PAYMENT WILL BE MADE DIRECTLY TO YOUR TRADITIONAL IRA OR TO
AN ELIGIBLE EMPLOYER PLAN THAT ACCEPTS YOUR ROLLOVER. YOUR PAYMENT CANNOT BE ROLLED
OVER TO A ROTH IRA, A SIMPLE IRA, OR A COVERDELL EDUCATION SAVINGS ACCOUNT BECAUSE
THESE ARE NOT TRADITIONAL IRAS.

*  THE TAXABLE PORTION OF YOUR PAYMENT WILL BE TAXED LATER WHEN YOU TAKE IT OUT OF THE TRADITIONAL
IRA OR THE ELIGIBLE EMPLOYER PLAN. DEPENDING ON THE TYPE OF PLAN, THE LATER DISTRIBUTION MAY BE
SUBJECT TO DIFFERENT TAX TREATMENT THAN IT WOULD BE IF YOU RECEIVED A TAXABLE DISTRIBUTION FROM
THIS PLAN.

IF YOU CHOOSE TO HAVE A PLAN PAYMENT THAT IS ELIGIBLE FOR ROLLOVER PAID TO YOU:

* YOU WILL RECEIVE ONLY 80% OF THE TAXABLE AMOUNT OF THE PAYMENT, BECAUSE THE PLAN
ADMINISTRATOR IS REQUIRED TO WITHHOLD 20% OF THAT AMOUNT AND SEND IT TO THE IRS AS INCOME TAX
WITHHOLDING TO BE CREDITED AGAINST YOUR TAXES.

*  THE TAXABLE AMOUNT OF YOUR PAYMENT WILL BE TAXED IN THE CURRENT YEAR UNLESS YOU ROLL IT
OVER. UNDER LIMITED CIRCUMSTANCES, YOU MAY BE ABLE TO USE SPECIAL TAX RULES THAT COULD
REDUCE THE TAX YOU OWE. HOWEVER, IF YOU RECEIVE THE PAYMENT BEFORE AGE 59 1/2, YOU MAY
HAVE TO PAY AN ADDITIONAL 10% TAX.

*  YOU CAN ROLL OVER ALL OR PART OF THE PAYMENT BY PAYING T TO YOUR TRADITIONAL IRA OR TO AN
ELIGIBLE EMPLOYER PLAN THAT ACCEPTS YOUR ROLLOVER WITHIN 60 DAYS AFTER YOU RECEIVE THE
PAYMENT. THE AMOUNT ROLLED OVER WILL NOT BE TAXED UNTIL YOU TAKE IT OUT OF THE TRADITIONAL IRA
OR THE ELIGIBLE EMPLOYER PLAN.

* |F YOU WANT TO ROLL OVER 100% OF THE PAYMENT TO A TRADITIONAL IRA OR AN ELIGIBLE EMPLOYER PLAN,
YOU MUST FIND OTHER MONEY TO REPLACE THE 20% OF THE TAXABLE PORTION THAT WAS WITHHELD. _IF YOU
ROLL OVER ONLY THE 80% THAT YOU RECEIVED, YOU WILL BE TAXED ON THE 20% THAT WAS WITHHELD THAT
IS NOT ROLLED OVER.

YOuR RIGHT TO WAIVE THE 30-DAY NOTICE PERIOD.

GENERALLY, NEITHER A DIRECT ROLLOVER NOR A PAYMENT CAN BE MADE FROM THE PLAN UNTIL AT LEAST 30
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DAYS AFTER YOUR RECEIPT OF THIS NOTICE. THUS, AFTER RECEIVING THIS NOTICE, YOU HAVE AT LEAST 30 DAYS
TO CONSIDER WHETHER OR NOT TO HAVE YOUR WITHDRAWAL DIRECTLY ROLLED OVER. IF YOU DO NOT WISH TO
WAIT UNTIL THIS 30-DAY NOTICE PERIOD ENDS BEFORE YOUR ELECTION IS PROCESSED, YOU MAY WAIVE THE
NOTICE PERIOD BY MAKING AN AFFIRMATIVE ELECTION INDICATING WHETHER OR NOT YOU WISH TO MAKE A DIRECT
ROLLOVER. YOUR WITHDRAWAL WILL THEN BE PROCESSED IN ACCORDANCE WITH YOUR ELECTION AS SOON AS
PRACTICAL AFTER IT IS RECEIVED BY THE PLAN ADMINISTRATOR.
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MORE INFORMATION

l. PAYMENTS THAT CAN AND CANNOT BE ROLLED OVER

II. DIRECT ROLLOVER

L PAYMENT PAID TO YOU

V. SURVIVING SPOUSES, ALTERNATE PAYEES AND OTHER BENEFICIARIES

L PAYMENTS THAT CAN AND CANNOT BE ROLLED OVER

PAYMENTS FROM THE PLAN MAY BE “ELIGIBLE ROLLOVER DISTRIBUTIONS.” THIS MEANS THAT THEY CAN BE
ROLLED OVER TO A TRADITIONAL IRA OR TO AN ELIGIBLE EMPLOYER PLAN THAT ACCEPTS ROLLOVERS. PAYMENTS
FROM A PLAN CANNOT BE ROLLED OVER TO A ROTH IRA, A SIMPLE IRA, OR A COVERDELL EDUCATION SAVINGS
ACCOUNT. YOUR PLAN ADMINISTRATOR SHOULD BE ABLE TO TELL YOU WHAT PORTION OF YOUR PAYMENT IS AN
ELIGIBLE ROLLOVER DISTRIBUTION.

THE FOLLOWING TYPES OF PAYMENTS CANNOT BE ROLLED OVER:

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:

*  YOUR LIFETIME (OR A PERIOD MEASURED BY.YOUR LIFE EXPECTANCY), OR

*  YOUR LIFETIME AND YOUR BENEFICIARY’S LIFETIME (OR A PERIOD MEASURED BY YOUR JOINT LIFE
EXPECTANCIES), OR

* APERIOD OF 10 YEARS OR MORE.

REQUIRED MINIMUM PAYMENTS. BEGINNING WHEN YOU REACH AGE 70 2 OR RETIRE, 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.

THE PLAN ADMINISTRATOR OF THIS PLAN SHOULD BE ABLE TO TELL YOU IF YOUR PAYMENT INCLUDES AMOUNTS
WHICH CANNOT BE ROLLED OVER.

Il. DIRECT ROLLOVER

A DIRECT ROLLOVER Is A DIRECT PAYMENT OF THE AMOUNT OF YOUR PLAN BENEFITS TO A TRADITIONAL IRA
OR AN ELIGIBLE EMPLOYER PLAN THAT WILL ACCEPT IT. YOU CAN CHOOSE A DIRECT ROLLOVER OF ALL OR
ANY PORTION OF YOUR PAYMENT THAT IS AN ELIGIBLE ROLLOVER DISTRIBUTION, AS DESCRIBED IN PART | ABOVE.
YOU ARE NOT TAXED ON ANY TAXABLE PORTION OF YOUR PAYMENT FOR WHICH YOU CHOOSE A DIRECT
ROLLOVER UNTIL YOU LATER TAKE IT OUT OF THE TRADITIONAL IRA OR ELIGIBLE EMPLOYER PLAN. [N ADDITION,
NO INCOME TAX WITHHOLDING IS REQUIRED FOR ANY TAXABLE PORTION OF YOUR PLAN BENEFITS FOR WHICH YOU
CHOOSE A DIRECT ROLLOVER. THIS PLAN MIGHT NOT LET YOU CHOOSE A DIRECT ROLLOVER IF YOUR
DISTRIBUTIONS FOR THE YEAR ARE LESS THAN $200.

DIRECT ROLLOVER TO A TRADITIONAL 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
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SPONSOR {USUALLY A FINANCIAL INSTITUTION) TO FIND OUT HOW TO HAVE YOUR PAYMENT MADE IN A DIRECT
ROLLOVER TO A TRADITIONAL IRA AT THAT INSTITUTION. 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 MAKE SURE THAT 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 T0 A PLAN. IF YOU ARE EMPLOYED BY A NEW EMPLOYER THAT HAS AN ELIGIBLE EMPLOYER
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 EMPLOYER PLAN IS NOT LEGALLY REQUIRED TO ACCEPT A
ROLLOVER. EVEN IF YOUR NEW EMPLOYER’S PLAN DIES NOT ACCEPT A ROLLOVER, YOU CAN CHOOSE A DIRECT
ROLLOVER TO A TRADITIONAL IRA. IF THE EMPLOYER PLAN ACCEPTS YOUR ROLLOVER, THE PLAN MAY PROVIDE
RESTRICTIONS ON THE CIRCUMSTANCES UNDER WHICH YOU MAY LATER RECEIVE A DISTRIBUTION OF THE
ROLLOVER AMOUNT OR MAY REQUIRE SPOUSAL CONSENT TO ANY SUBSEQUENT DISTRIBUTION. CHECK WITH THE
PLAN ADMINISTRATOR OF THAT PLLAN BEFORE MAKING YOUR DECISION.

DIRECT ROLLOVER OF A SERIES OF PAYMENTS. IF YOU RECEIVE A PAYMENT THAT CAN BE ROLLED OVER TO A
TRADITIONAL |RA OR AN ELIGIBLE EMPLOYER PLAN THAT WILL ACCEPT IT, AND IT IS PAID IN A SERIES OF PAYMENTS
FOR LESS THAN 10 YEARS, YOUR CHOICE TO MAKE OR NOT MAKE A DIRECT ROLLOVER FOR A PAYMENT WILL
APPLY TO ALL LATER PAYMENTS IN THE SERIES UNTIL YOU CHANGE YOUR ELECTION. YOU ARE FREE TO CHANGE
YOUR ELECTION FOR ANY LATER PAYMENT IN THE SERIES.

CHANGE IN TAX TREATMENT RESULTING FROM A DIRECT ROLLOVER. THE TAX TREATMENT OF ANY PAYMENT
FROM THE ELIGIBLE EMPLOYER PLAN OR TRADITIONAL |RA RECEIVING YOUR DIRECT ROLLOVER MIGHT BE
DIFFERENT THAN IF YOU RECEIVED YOUR BENEFIT IN A TAXABLE DISTRIBUTION DIRECTLY FROM THE PLAN. FOR
EXAMPLE, IF YOU WERE BORN BEFORE JANUARY 1, 1936, YOU MIGHT BE ENTITLED TO TEN-YEAR AVERAGING OR
CAPITAL GAIN TREATMENT, AS EXPLAINED BELOW. HOWEVER, IF YOU HAVE YOUR BENEFIT ROLLED OVER TO A
SECTION 403(B) TAX-SHELTERED ANNUITY, A GOVERNMENTAL 457 PLAN, OR A TRADITIONAL IRA IN A DIRECT
ROLLOVER, YOUR BENEFIT WILL NO LONGER BE ELIGIBLE FOR THAT SPECIAL TREATMENT. SEE THE SECTIONS
BELOW ENTITLED “ADDITIONAL 10% TAX IF YOU ARE UNDER AGE 5915 “AND “SPECIAL TAX TREATMENT IF You
WERE BORN BEFORE JANUARY 1, 1936.”

. PAYMENT PAID TO YOU

IF YOUR PAYMENT CAN BE ROLLED OVER (SEE PART | ABOVE) AND THE PAYMENT IS MADE TO YOU IN CASH, [T IS
SUBJECT TO 20% FEDERAL INCOME TAX WITHHOLDING ON THE TAXABLE PORTION. THE PAYMENT IS TAXED IN THE
YEAR YOU RECEIVE IT UNLESS, WITHIN 60 DAYS, YOU ROLL IT OVER TO A TRADITIONAL [RA OR AN ELIGIBLE
EMPLOYER PLAN THAT ACCEPTS ROLLOVERS. |F YOU DO NOT ROLL IT OVER, SPECIAL TAX RULES MAY APPLY.

INCOME TAX WITHHOLDING:

MANDATORY WITHHOLDING ~ IF ANY PORTION OF YOUR PAYMENT CAN BE ROLLED OVER UNDER PART |
ABOVE AND YOU DO NOT ELECT 7O MAKE A DIRECT ROLLOVER, THE PLAN IS REQUIRED BY LAW TO
WITHHOLD 20% OF THE TAXABLE AMOUNT. THIS AMOUNT IS SENT TO THE IRS AS FEDERAL INCOME TAX
WITHHOLDING. FOR EXAMPLE, IF YOU CAN ROLL OVER A TAXABLE PAYMENT OF $10,000, oNLY $8,000 wiLL
BE PAID TO YOU BECAUSE THE PLAN MUST WITHHOLD $2,000 AS INCOME TAX. HOWEVER, WHEN YOU
PREPARE YOUR INCOME TAX RETURN FOR THE YEAR, UNLESS YOU MAKE A ROLLOVER WITHIN 60 DAYS (SEE
"SIXTY-DAY ROLLOVER OPTION" BELOW), YOU MUST REPORT THE FULL $10,000 AS A TAXABLE PAYMENT
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FROM THE PLAN. 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. IF YOU DO NOTHING, AN
AMOUNT WILL BE TAKEN OUT OF THIS PORTION OF YOUR PAYMENT FOR FEDERAL INCOME TAX WITHHOLDING.
TO ELECT OUT OF WITHHOLDING ASK THE PLAN ADMINISTRATOR FOR THE ELECTION FORM AND RELATED
INFORMATION. :

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 A TRADITIONAL IRA OR TO AN ELIGIBLE
EMPLOYER PLAN THAT ACCEPTS ROLLOVERS. |IF YOU DECIDE TO ROLL OVER, YOU MUST CONTRIBUTE THE
AMOUNT OF THE PAYMENT YOU RECEIVED TO A TRADITIONAL |IRA OR AN ELIGIBLE EMPLOYER 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 TRADITIONAL IRA OR THE ELIGIBLE EMPLOYER PLAN.

YOU CAN ROLL OVER UP TO 100% OF YOUR PAYMENT THAT CAN BE ROLLED OVER UNDER PART | ABOVE,
INCLUDING AN AMOUNT EQUAL TO THE 20% OF THE TAXABLE PORTION THAT WAS WITHHELD. [F YOU CHOOSE
TO ROLL OVER 100%, YOU MUST FIND OTHER MONEY WITHIN.-THE 60-DAY PERIOD TO CONTRIBUTE TO THE
TRADITIONAL IRA OR THE ELIGIBLE EMPLOYER PLAN, TO REPLACE THE 20% THAT WAS WITHHELD. ON THE
OTHER HAND, IF YOU ROLL OVER ONLY THE 80% OF THE TAXABLE PORTION THAT YOU RECEIVED, YOU WILL
BE TAXED ON THE 20% THAT WAS WITHHELD.

EXAMPLE: THE TAXABLE PORTION OF YOUR PAYMENT THAT CAN BE ROLLED OVER UNDER PART
I ABOVE 1s $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 A TRADITIONAL IRA OR
AN ELIGIBLE EMPLOYER PLAN. TO DO THIS, YOU ROLL OVER THE, $8,000 YOU RECEIVED FROM
THE PLAN, AND YOU WILL HAVE TO FIND $2,000 FROM OTHER SOURCES (YOUR SAVINGS, A
LOAN, ETC.). IN THIS CASE, THE ENTIRE $10,000 iS NOT TAXED UNTIL YOU TAKE IT OUT OF THE
TRADITIONAL IRA OR AN ELIGIBLE EMPLOYER 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.)

ADDITIONAL 10% TAX IF You ARE UNDER AGE 59 4. IF YOU RECEIVE A PAYMENT BEFORE YOU REACH AGE
59 2 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 10% TAX
GENERALLY DOES NOT APPLY TO (1) 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) DIVIDENDS PAID WITH RESPECT TO STOCK BY AN EMPLOYEE STOCK OWNERSHIP PLAN (ESOP) AS
DESCRIBED IN CODE SECTION 404(K), (5) PAYMENTS THAT ARE PAID DIRECTLY TO THE GOVERNMENT TO
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SATISFY A FEDERAL TAX LEVY, (6) PAYMENTS THAT ARE PAID TO AN ALTERNATE PAYEE UNDER A QUALIFIED
DOMESTIC RELATIONS ORDER, OR (7) PAYMENTS THAT DO NOT EXCEED THE AMOUNT OF YOUR DEDUCTIBLE
MEDICAL EXPENSES. SEE IRS FORM 5329 FOR MORE INFORMATION ON THE ADDITIONAL 10% TAX.

SPECIAL TAX TREATMENT IF You WERE BORN BEFORE JANUARY 1, 1936. IF YOU RECEIVE A PAYMENT FROM
A PLAN QUALIFIED UNDER SECTION 401(A) OR A SECTION 403(A) ANNUITY PLAN THAT CAN BE ROLLED OVER
UNDER PART 1 AND YOU DO NOT ROLL IT OVER TO A TRADITIONAL |RA OR AN ELIGIBLE EMPLOYER PLAN, THE
PAYMENT WILL BE TAXED IN THE YEAR YOU RECEIVE IT. HOWEVER, IF THE PAYMENT QUALIFIES AS A “‘LUMP
SUM DISTRIBUTION”, IT MAY BE ELIGIBLE FOR SPECIAL TAX TREATMENT. A LUMP SUM DISTRIBUTION IS A
PAYMENT, WITHIN ONE YEAR, OF YOUR ENTIRE BALANCE UNDER THE PLAN (AND CERTAIN OTHER SIMILAR
PLANS OF THE EMPLOYER) THAT IS PAYABLE TO YOU AFTER YOU HAVE REACHED AGE 59 12 OR BECAUSE YOU
HAVE SEPARATED FROM SERVICE WITH YOUR EMPLOYER OR, IN THE CASE OF A SELF-EMPLOYED INDIVIDUAL,
AFTER YOU HAVE REACHED AGE 59 2 OR HAVE BECOME DISABLED). FOR A PAYMENT TO BE TREATED AS A
LUMP SUM DISTRIBUTION, YOU MUST HAVE BEEN A PARTICIPANT IN THE PLAN FOR AT LEAST FIVE YEARS
BEFORE THE YEAR IN WHICH YOU RECEIVED THE DISTRIBUTION. THE 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
1, 1936, YOU CAN MAKE A ONE-TIME ELECTION TO FIGURE THE TAX ON THE PAYMENT BY USING “10-YEAR
AVERAGING” (USING 1985 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 1, 1936, AND YOU WERE A PARTICIPANT IN THE PLAN BEFORE 1974, YOU MAY ELECT TO HAVE THE
PART OF YOUR PAYMENT THAT IS ATTRIBUTABLE TO YOUR PRE-1974 PARTICIPATION IN THE PLAN TAXES AS
LONG-TERM CAPITAL GAIN AT A RATE 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. YOU MAY NOT ELECT THIS
SPECIAL TAX TREATMENT [F YOU ROLLED AMOUNTS INTO THIS PLAN FROM A 403(B) TAX-SHELTERED ANNUITY
CONTRACT, A GOVERNMENTAL 457 PLAN, OR FROM AN |IRA NOT ORIGINALLY ATTRIBUTABLE TO A QUALIFIED
EMPLOYER PLAN. |F YOU HAVE PREVIOUSLY ROLLED OVER A DISTRIBUTION FROM THIS PLAN (OR CERTAIN
OTHER SIMILAR PLANS OF THE EMPLOYER), THEN YOU CANNOT USE THIS SPECIAL AVERAGING TREATMENT FOR
LATER PAYMENTS FROM THE PLAN. [F YOU ROLL OVER YOUR PAYMENT TO A TRADITIONAL IRA,
GOVERNMENTAL 457 PLAN, OR 403(B) TAX-SHELTERED ANNUITY, YOU WILL NOT BE ABLE TO USE SPECIAL TAX
TREATMENT FOR LATER PAYMENTS FROM THAT IRA, PLAN OR ANNUITY. ALSO, IF YOU ROLL OVER ONLY A
PORTION OF YOUR PAYMENT TO A TRADITIONAL IRA, GOVERNMENTAL 457 PLAN, OR 403(B) TAX-SHELTERED
ANNUITY, THIS SPECIAL TAX TREATMENT IS NOT AVAILABLE FOR THE REST OF THE PAYMENTS. SEE IRS FORM
4972 FOR ADDITIONAL INFORMATION ON LUMP SUM DISTRIBUTIONS AND HOW YOU ELECT THE SPECIAL TAX
TREATMENT.

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 PLAN RESULTS FROM A ‘QUALIFIED DOMESTIC

RELATIONS ORDER’,” WHICH IS AN ORDER ISSUED BY A COURT, USUALLY IN CONNECTION WITH A DIVORCE OR
LEGAL SEPARATION.

IF YOU ARE A SURVIVING SPOUSE OR AN ALTERNATE PAYEE, YOU MAY CHOOSE TO HAVE A PAYMENT THAT CAN BE
ROLLED OVER, AS DESCRIBED IN PART [ ABOVE, PAID IN A DIRECT ROLLOVER TO A TRADITIONAL IRA OR TO AN
ELIGIBLE EMPLOYER PLAN OR PAID TO YOU. IF YOU HAVE THE PAYMENT PAID TO YOU, YOU CAN KEEP IT OR ROLL IT
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OVER YOURSELF TO A TRADITIONAL IRA OR TO AN ELIGIBLE EMPLOYER PLAN. THUS, YOU HAVE THE SAME
CHOICES AS THE EMPLOYEE.

IF YOU ARE A BENEFICIARY OTHER THAN A SURVIVING SPOUSE OR AN ALTERNATE PAYEE, YOU CANNOT CHOOSE A
DIRECT ROLLOVER, AND YOU CANNOT ROLL OVER THE PAYMENT YOURSELF.

[F YOU ARE A SURVIVING SPOUSE, AN ALTERNATE PAYEE, OR ANOTHER BENEFICIARY, YOUR PAYMENT IS
GENERALLY NOT SUBJECT TO THE ADDITIONAL 10% TAX DESCRIBED IN PART Il ABOVE, EVEN IF YOU ARE
YOUNGER THAN AGE 59 14,

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 AND THE SPECIAL RULE FOR PAYMENTS THAT
INCLUDE EMPLOYER STOCK, AS DESCRIBED IN PAR Ill 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 PLAN. :

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 INCLUDED IN THIS NOTICE. THEREFORE, YOU MAY WANT TO CONSULT WITH THE PLAN ADMINISTRATOR
OR A PROFESSIONAL TAX ADVISOR BEFORE YOU TAKE A PAYMENT OF YOUR BENEFITS FROM THE PLAN. ALSO, YOU
CAN FIND MORE SPECIFIC INFORMATION ON THE TAX TREATMENT OF PAYMENTS FROM QUALIFIED EMPLOYER 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 www.irs.gov, OR BY CALLING 1-800-TAX-FORMS.
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