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NEBRASKA SCHOOL EMPLOYEES
RETIREMENT SYSTEM

NebraskaRevised Statutes
8879-901through79-977.03

The School Employee’ s Retirement Plan (the“Plan”) isaDefined Benefit
Plan administered by the Public Employees Retirement Board (PERB) for
all public school employees, certificated and non-certificated, in the
State of Nebraska, with the exception of employees of Omaha Public
Schools, University of Nebraska, NebraskaState Collegesand Community

Colleges.

Y our Defined Benefit Plan, authorized by Internal Revenue Code
8401(a), providesamonthly, lifetimeretirement benefit based on the
following for mula asdefined by law.

Y ear sof Final Formula TheNormal
Creditable X Average X Factor = Formof
Service Compensation (currently 2%) the Benefit

Thisbooklet provides an overview of the benefits available to members of
the Nebraska School Employees’ Retirement System and is not intended
to be asubstitute for retirement education. The provisions of the School
EmployeesRetirement Act, inall cases, supersedetheinformationinthis
booklet. If you have questions, writeto:

NebraskaPublic EmployeesRetirement Systems
P.O. Box 94816
Lincoln, Nebraska 68509-4816

or call 402-471-2053 or toll-free 800-245-5712. Y ou may schedule an
appointment to visit NPERS at 1221 N Street, Suite 325, in downtown
Lincoln.

For Plan information and to use the Benefit Estimator, visit theweb site
at www.npers.ne.gov.

Revised 10/05
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M EMBERSHIP

Member ship Requirements—Y ou must contributeto the School
EmployeesRetirement Plan (the“ Plan™) if:

e your employer isaNebraskaschool district, an educational service
unit, the State of Nebraska or a county (if your position with the state
or county requiresyou to hold ateaching certificate); and

e you areapermanent employee who works at least 15 hour s per
week on anongoing, regular basis, or have afull-time contract (if
you are ateacher or administrator).

Exceptions- If you were employed prior to July 1, 1978, in anoncertificated
position, youwereeligibleto file an Election of Nonmembershipif you
were employed one-half time or more and did not wish to be amember of
the School Plan. Thiselection had to be signed prior to July 1, 1978.
Thistype of nonmembershipisvalid only if you have been employed
continuously as aschool employee since that date.

Under thefollowing conditions, anonmembershipisnolonger valid and
the law requiresthat you must join the Plan if:

e you cease being aregular employee, or
* youmovefromanoncertified position to acertified position.

Temporary and Substitute Employees— Temporary and substitute
employeesnot hired on an ongoing, regular basis cannot participatein the
Plan.

CoNTRIBUTIONS/FUNDING

Y our retirement benefit isbased on astatutory formula (see“ Formula
Annuity Benefit Calculation”) and isguaranteed by the State of Nebraska.
Y our benefit isfunded from these sources:

your member account (contributions and interest earned),
theemployer (school district) contributions,

the State of Nebraska, and

investment earnings

AsaMEMBER of the School Retirement System, you are required by
law to contribute a percentage of your gross compensation, asfollows:

»  beginning September 1, 2005 —contribution ratewill be 7.98%;
*  beginning September 1, 2006 — contribution ratewill be 7.83% ; and
*  beginning September 1, 2007 —contribution rate will be 7.25% .

Your EMPLOYER isrequired by law to match your contributionsat the
rate of 101%. The employer contributions are not credited to your
individual retirement account, but provide funding for your benefit at
retirement.

TheSTATE OF NEBRASK A annually contributes.7% of total
members’ compensation and may contribute an additional amount if
recommended by the actuary to fund the Plan. These funds are
appropriated by the L egislature from the state’ sgeneral fund.

Y our retirement benefit is not based on the contributions made, but is

based on aformula. (See*Formula Annuity Benefit Calculation.”) The
contributions help to fund your benefit for life.

INTEREST / INVESTMENT EARNINGS

Regular interest is posted to your account monthly, and therate is subject
to change on an annual basis.

Regular interest isdefined by law as interest fixed at arate equal to the
daily treasury yield curvefor one-year treasury securities, as published by
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the Secretary of the Treasury of the United States, that applieson July 1 of
each year, which may be credited monthly, quarterly, semiannually, or
annually asthe board may direct. [§79-902 (9)]. Contact the Nebraska
Public Employees Retirement Systems (NPERS) for the current interest rete.

The Nebraska Investment Council invests all assets of the School Plan to
providethe funding necessary to pay your statutory retirement benefit.
Thelnvestment Council investsin avariety of investment vehicles,
including bonds and fixed investmentsand both domestic and foreign
equities. Theinvestment earnings on the Plan assets help provide funds
both for your future benefit and for the interest credited each month to
your account. However, the interest credited to your account is
determined by law and not by the earnings from the Plan investments.

BENEFICIARY DESIGNATION

BeforeRetirement

Y our beneficiary isthe person or persons you designate to receive your
benefitswhen you die. At thetimeyou join the Plan, you will be
provided aBeneficiary Designation Formto compl ete.

K eeping your beneficiary designation at NPERS up to date will ensure
benefitsare paid promptly and properly. Y ou should review your choice
of beneficiariesif:

you or abeneficiary marriesor becomes divorced;
abeneficiary dies;

you have achild;

you return to public school employment after having received a
refund of your account; or

e youreturnto public school employment after retiring. (See
“Reemployment.”)

Y ou may request aBeneficiary Designation Form from your employer or
from NPERS, or print from the web site at www.npers.ne.gov. When
NPERS receivesyour properly completed form, it will cancel any
previous beneficiary designation. If abeneficiary hasnot been named or
your beneficiary has predeceased you, your benefitswill be paid to your
estate.

BENEFIT STATEMENT

Eachfall, NPERSwill mail you aBenefit Statement. This statement will
provideinformation on your benefit cal culation, your total reported years
of service, aswell asyour member contributions and the accumul ated
interest. Employer contributionsare used for funding the retirement
benefit and are not part of your individual account, therefore, they do not
appear on the statement.

Your annual Benefit Statement is sent to your home address. To
ensureyou receiveyour statement, alwaysinform your employer of
any addresschanges.

All School Plan assets are held by NPERS in trust. Money held by the
Plan isimmune from execution, garnishment, attachment, the operation of
bankruptcy or insolvency laws, or any other process of law. The assets
cannot be paid out because of any legal actions (except through aqualified
domestic relations order in adivorce case). Inaddition, you cannot use
your Plan assets as|oan collateral sincethey are not assignable. Plan
assets can only be paid to another entity in two situations:

» throughaqualified domestic relationsorder under the Spousal Pension

RightsAct
e throughanIRStax lien

ADDRESS CHANGES

Itisimportant you keep your address current through your employer.
Y our employer will inform NPERS of any address changes you report to
them.

If you terminate employment and leave your member contributionsand
accumulated interest in the Plan, you should report any address changes
in writing directly to NPERS to ensure you receive your Benefit
Statement and other items mailed to you.



TERMINATING SERVICE BEFORE RETIREMENT

When you terminate service in aNebraska public school beforeyou
becomeeligiblefor monthly retirement benefits (see” Retirement
Eligibility”), youhavethefollowing choices:

Deferral

Y ou may leave your account on an inactive basis and continue to earn
regular interest until such time asyou becomeeligiblefor abenefit. You
may defer receipt of your benefit until no later than April 1 following the
year you reach age 70Y%.

Withdrawal

Y ou may withdraw your accumulated contributions and interest in alump
sum refund. To apply, you must request an Application for Refund from
NPERS or print the application from the web site at www.nper s.ne.gov.
(To understand thetax implications of taking arefund, see“ Taxation.”)

Y ou are eligible to receive arefund approximately four months after your
termination of employment, or no sooner than three days after NPERS
receivesyour completed Applicationfor Refund, whichever islater.

NOTE: A refund cannot be paid to anyone who is not working during
summer but who will return to work the following school year.
Furthermore, you may not receive arefund if you terminate your
employment and, within 180 days of your termination, you subsequently
provide service on aregular basisin any capacity to an employer who
participatesin the School Plan. If you return to work prior to the end of
your 180-day break, you will be required to repay the total amount of
your refund.

Termination of Employment

Termination of employment occurs on the date on which the member’s
employer determinesthat themember’ semployer-employeerel ationship
with the employer isdissolved. The employer must notify NPERS of the
date on which such atermination has occurred. Termination of
employment does not include ceasing employment at the end of the school
year if the member subsequently provides service on aregular basisin any
capacity for any school district other than aClassV school district within
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180 calendar daysafter ceasing employment or if the PERB determines
that a purported termination was not a bonafide separation from service
with theemployer. [§79-902(36)].

After 180 days, you may return to public school employment under all
circumstances. (See“Reemployment.”)

AcCRUAL AND PAYMENT OF YOUR BENEFIT

Each year you work in a public school, you earn additional serviceinthe
School Plan. The statutory benefit you earn is calculated by aformula
that multipliesyour total yearsof creditable service, by the average of
your three highest 12-month periods of salary, by the formulafactor set
by law (currently 2%).

Y ear sof Final Formula TheNormal
Creditable X Average X Factor =  Formof
Service Compensation (currently 2%) the Benefit

This section of the book givesyou aroad map to theissuesinvolvedin
determining each of the componentsintheformula:
* CreditableService
— Repayment of Refund
—Optional ServiceCredit
—Verificationof Service
e Compensation
— Annual Compensation
— Final Average Compensation
e FormulaFactor
— FormulaAnnuity Benefit Calculation

Then, theretirement processisexamined:
 Eligibility foran Annuity
— Retirement at age 65
— Retirement with the Rule of 85
— Retirement at age 60 (non-Rule of 85)
— Disability Retirement
* Retirement Payment Options
— Thingsto consider when choosing an option
— Descriptionof Options1-5
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Finally, other post-termination aspectsare discussed:
* Retirement Cost-of-Living Adjustments
e Reemployment
» DeathBenefits
» Taxation

CREDITABLE SERVICE

Creditable serviceisdefined in Neb. Rev. Stat. §79-902(5). Theterm
meansactual servicerendered for aparticipating employer including
holidays, sick daysand vacation days (actually taken), and any other hours
for which you are paid as a part of your employment agreement. The
term alsoincludes prior servicefor which credit isgranted under §8§79-926
t0 79-929, and service credit purchased by members under §§79-933.03
t0 79-933.06 and 79-933.08. (See“Optional Service Credit.”)

If you are given alump-sum payment for unused sick or vacation leave or
other cash-out benefits upon termination, you will not be granted
creditable servicefor the unused time associated with the cash-out. If you
take arefund of the contributions associated with creditable serviceyou
have already accumulated, the creditable serviceis cancelled. (If you
later repay the amounts, you can regain the creditable service.)

The Public Employees Retirement Board (PERB) has the authority to
disallow service credit for periodsin which you were paid lessthan
minimum wage, or if the PERB determines service was rendered with the
intent to defraud the retirement system.

Since July 1, 2002, theserules apply:

If you work 1,000 or more hoursin aplan year (July 1-June 30), you
will receiveoneyear of creditableservice.

Y ou will receivefractional credit for the portion of theyear worked
based on 1/1000 of ayear credit for each hour worked. Salaried
employees who are part-time receivethe same percentage of credit astheir
percentageof full-timeequivaency.

Rulesprior to July 1, 2002:

e After July 1, 1986 and prior to July 1, 2002, one year of creditable
servicewas earned by working 1,032 or more hours during aplan
year. For those working between 516 hours and 1,032 hours during a
plan year, partial credit wasgiven. No personworking lessthan 516
hoursduring aplan year earned service credit.

e PriortoJuly 1, 1986, one year of creditable service was earned on
the basis of working full timefor at least 120 daysin afiscal year.
Under certain conditions, fractional yearsof servicewere granted for
those working part time, or lessthan 120 days.

If you have years of service prior to 2002 and have questions about how
your service credit was cal cul ated, please contact NPERS.

Prior Service- Public school servicebeforeduly 1, 1945. Thisappliesonly
to memberswho joined the School Plan by September 30, 1951.

Military Service- Any personwho, after having served or signed a
contract to serve as a school employee, served in the armed forces of the
United States during a declared emergency or was drafted under afederal
mandatory draft law, may be allowed service credit. For detailsonthe
current requirements, contact NPERS.

Eligibility and Vesting Credit - Within thefirst 30 days of employment,
aschool employee may apply to NPERSfor eligibility and vesting credit
for yearsof participation in another Nebraska governmental plan, as
defined by 8414(d) of the Internal Revenue Code. Y our employer is
requiredtoprovideyouwithan Applicationfor Eligibility and V esting
Credit at thetime of your initial employment. To be considered, you
must file your completed application with NPERS within 30 days of your
date of hire.

During theyearsof participation in another Nebraskagovernmental plan,
you must have been afull-time or a part-time employee. Such credit shall
not beincluded asyears of serviceinyour school benefit cal culation.
Current members who have participated in the School Plan for five or
moreyearsand thus are already “vested” will not benefit from thislaw.



Examplesof Nebraskagovernmental employment are: municipal
government, public power district, |aw enforcement, county government
state university or state college. (Employment that would not qualify
would befederal government, out-of-state university or college, and any
non-governmental employment.)

RErPAYMENT OF REFUND AND
OpPTIONAL SERVICE CREDIT

There are several waysyou can increase your creditable servicethrough
the payment of money to the Plan. These fall into two categories:

*  Repayment of Refund
e Optiona ServiceCredit

If you areinterested in repaying arefund or purchasing optional service
credit, please contact NPERS for an Application for Purchase of Service
and Method of Payment Form. When the form is sent to you, it will
include estimates of the cost to you. Y ou may calculate your own cost in
repaying arefund only by accessing the list(s) of factors on the web site
at www.npers.ne.gov. (Estimatesof the cost to purchase optional service
credit can not be calculated on the web site.)

We must receive your Application for Purchase of Service and Method of
Payment Form no later than 45 days prior to your last day of
employment. If your application formisnot received by the 45th day
prior to your termination date, you will not be allowed to purchase service
credit.

Methods of payment are explained at the end of this section.

Repayment of Refund [§79-921]

Creditisreinstated for servicein aNebraskapublic school previously
cancelled because of arefund under thefollowing conditions:

* Youmust bearegular employee contributing to the plan.

e If youelecttorepay all or part of the amount previously withdrawn
within threeyear s of the date you return to public school
employment, the cost will include the original amount of the refund
plusthe interest which would have accrued had the account not been
withdrawn. Y ou must file an application to repay arefund with
NPERSwithin threeyearsof rejoining the Plan. Y ou must purchase
refunded service in order of oldest to newest years and you must
purchase the exact amount of service credit earned in each fiscal year.
Full payment must be received within five year s after the date you
rejoin the Plan or prior to termination, whichever comesfirst.

e If you elect to repay arefund and begin this process by filing an
application with NPERS mor ethan threeyear safter returning to
public school employment, you may repay all or aportion of your
refund. You will also pay an amount equal to the actuarial assumed
rate of return that would have been earned on the funds from the
time the refund was taken until itisrepaid. If you repay only a
portion of the refund, only aportion of your service credit will be
reinstated. Y ou must purchase refunded service in order of oldest to
newest years and you must purchase the exact amount of service
credit earned in each fiscal year. All payments must be completed
within fiveyear s of your election to purchase service or prior to
termination, whichever comesfirst.

* A refund repayment reinstates prior creditable serviceyears. If a
repayment of arefund isfor one of your three highest 12-month
periods of compensation, it will be used in determining your final
average compensationwhen cal cul ating your retirement benefit.

* Your refunded service must be verified before NPERS can provide a
purchase cost to you.

Optional ServiceCredit
There are three types of optional service credit that may be purchased:

» leaveof absence
e out of state/Omaha Public Schools service
» twelve-month preretirement servicepurchase



L eave of Absence [§879-933.04 & 79-933.06]

A leaveof absenceisasabbatical, maternity leave, exchangeteaching
program, full-timeleave asan el ected official of aprofessional association
or collective-bargaining unit, or leave of absenceto pursuefurther
education or study. Y ou may purchase service credit for aqualified leave
of absence under these conditions:

* Youmust bearegular employee contributing to the plan.

» Theleave of absence must be authorized by your board of education
or the school district.

* Youmay purchasetime equal to the leave which cannot exceed four
yearsinlength.

* Youmust return to employment in a school district other than aClass
V district (Omaha) within oneyear after completing theleave of absence.

* Interest Based Purchase - If you were employed or under contract
on or prior to July 19, 1996, have not changed employers since that
date and elect to pay for your leave of absence within three years of
returning from the leave, you must pay the required deposits of both
the employee and employer that would have been made on your
behalf if you had not taken the leave of absence plusinterest that
would have accrued on the deposits, based on your compensation for
the period immediately prior to the leave of absence. Payment must
be completed within five years of your return to membership or prior
to your termination date, whichever issooner.

e Actuarial Based Purchase- If you were hired or rehired after July
19, 1996, you will pay the actuarial cost to the Plan for allowing the
additional servicecredit.

» Inall cases, the creditable service purchased for aleave of absence
will be used to calculate your retirement benefit, but the salary
associated with the service cannot be used in the cal culation.

e Payment must be made within five year s after the election to
purchasetheleave-of-absence service or prior to termination,
whichever comesfirst.

e Theleave of absence must be verified before NPERS can provide a
purchase cost to you.
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Out-of-State and Omaha Public School Service [§79-933.05]

Y ou may purchase credit for public school service outside of Nebraska or
inthe Omaha Public Schoolsunder these conditions:

e Youmust bearegular employee contributing to the Plan.

e Creditisalowedfor serviceequal toyour servicein Nebraska, but
cannot exceed 10 years.

e Youmust pay the actuarial cost to the Plan for allowing the additional
servicecredit.

e Full payment must be received within fiveyear s of your election to
purchase service or prior to termination, whichever comesfirst.

e Youmust provide proof of forfeiture of benefitsin order to purchase
creditabl e service earned from out-of -state or Omaha schools.

e Inall cases, the creditable service purchased will be used to calculate
your retirement benefit, but the salary associated with the service
cannot be used in the calculation.

* Your out-of-state or OmahaPublic School service must beverified
before NPERS can provide a purchase cost to you.

Twelve-M onth Prer etirement ServicePur chase[§79-933.08]
Y ou may purchase aminimum of one month and up to five additional
years of service credit in contemplation of retirement. To qualify, all of

thefollowing conditionsmust be met:

e Youmust be currently employed by apublic school and have at least
one-half year of service credit after September 13, 1997.

e Youmust currently have aminimum of five years of creditable
service, whichmay includeeligibility and vesting credit.

e Atthetimeyou purchasethe service, you must have entered awritten

agreement that you will retire within 12 months of the day of the
agreement.

12



e If youdo not “retire,” which meansyou do not leave the employment
of the school and begin receiving benefits, within 12 monthsfrom the
date of your service purchase agreement, the purchase will be
cancelled and all paymentsreturned, excluding any interest earned.

e Thecost of the service purchase isthe actuarial cost to the Plan for
allowing the additional service credit. Thiscost may be paid by the
purchaser, the school district or may be shared between the two.

*  Paymentsmust be completed prior to termination and retirement.
Thislimitsthe period during which payments can be made to that
portion of the 12-month period of the agreement that occurs prior to
termination of employment.

Methods of Payment

Payment may be made through after-tax direct payments or installment
paymentsfrom the member, pre-tax payroll deductionsor rollover
payments.

Aspayment, you may use arollover from another qualified 401(a) plan
[including a401(k) plan], a403(a) or (b) Tax Sheltered Annuity Account,
a457(b) Eligible Deferred Compensation Plan or a408(a) I ndividual
Retirement Account. Y ou may also use atrustee-to-trustee transfer from
a457 deferred compensation plan or a403 (b) tax-sheltered annuity.

Payments made to purchase service on an after-tax basiswill be subject to

contribution limitsunder 8415 of the Internal Revenue Code. (8415 limits
do not apply to repayment of refund.) Contact NPERS for details.

VERIFICATION OF SERVICE

All school serviceto be considered in the determination of your benefit at
retirement must be verified. NPERS conducts a“data purification”
process on records of members at an age close to retirement to assure all
serviceisverified. NPERS conductsthe verification before amember
beginsreceiving aretirement benefit. Y ou do not need to request the
verification of your service since we completeit automatically. Asapart
of the process, NPERS will contact employersin cases where further
verificationor clarificationisneeded.
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Y our annual Benefit Statement mailed each fall isthe document NPERS
usesto inform you of your estimated service. Service credit isconsidered
“estimated” until it has been reviewed and verified. If you believethe
information contained on your Benefit Statement isin error, you should
contact NPERS in writing. Wewill review your records, provide you
with adetailed breakdown of your service credit, and then work with you
and your employer(s) to resolve any discrepancies.

COMPENSATION

At retirement, your three highest 12-month periods of salary, counting
back from the final month of pay, are used to determine your fina
average compensation when calculating your benefit. (See“CaponSaary
Usedto CaculateaBenefit.”)

“ Compensation means grosswages or salaries payable to the member for
personal services performed during the plan year and includesovertime
pay, member retirement contributions, retroactive salary paymentspaid
pursuant to court order, arbitration or litigation and grievance settlements,
and amounts contributed by the member to plans under 88125, 403(b),
and 457 of the Internal Revenue Code.” [§79-902(35)].

Compensation does not include fraudulently obtained amounts as
determined by the PERB, amounts for unused sick leave or unused
vacation leave converted to cash payments, insurance premiums
converted to cash payments, reimbursement for expensesincurred, fringe
benefits, or bonusesfor servicesnot actually rendered, including, but not
limited to, early retirement inducements, cash awards, severance pay, and
employer contributionsmade as separation paymentsat retirement.

Includes: Does Not Include:
* Overtimepay Fraudulently obtained amounts
» Member retirement contributions ¢ Unused leave converted to cash
Wagesorderedpaidinlegal Ins. premiums converted to cash

proceedings Expensereimbursements
» Amountscontributed by the Fringebenefits
member to: Bonuses (servicenot rendered)

- 8125 - CafeteriaPlans - early retirement inducements
- 8403(b) - Tax Sheltered Annuities - cash awards
- 8457 - Deferred Compensation - severance pay
Plans - retirement separation payments

14



Cap on Salary Used to Calculate a Benefit

10% Cap —Inthe determination of fina average compensation for
compensation earned during thefiscal years 1999-2001 through 2004-2005
(July 1 through June 30), that part of amember’ s compensation which
exceedsthe member’ s compensation with the same employer for the
preceding fiscal year by morethan 10% will beexcluded, unlessthe:

*  member experienced asubstantial changein employment position; or

e excesscompensation occurred asthe result of acollective-bargaining
agreement betweentheempl oyer and arecogni zed collectivebargaining
unit or category of school employee.

7% Cap — Indetermination of final average compensation for compensation
earned on or after July 1, 2005, that part of a member’s compensation for the
planyear (July 1 through June 30) which exceedsthe member’s
compensation with the same employer for the preceding plan year by more
than 7% of the compensation base during the 60 months preceding the
member’ sretirement will beexcluded, unlessthe:

e member experienced asubstantial changeinemployment position;

e excesscompensation occurred asthe result of acollective-bargaining
agreement betweentheempl oyer and arecogni zed collectivebargaining
unit or category of school employee, and the agreement isverified by the
employer; or

e excesscompensation occurred astheresult of adistrict-wide permanent
benefit change made by the employer.

Compensation Base— For current members employed with the same
employer, the member’ s compensation for the plan year ending June 30,
2005, or for members newly hired or hired by a separate employer on or
after July 1, 2005, the member’ s compensation for thefirst full plan year
following themember’ sdateof hiringisconsidered thecompensation
“base” for retirement purposes. The member’ scompensation base shall
be increased each plan year by the lesser of 7% of the member's
preceding plan year's compensation base or the member's actual
compensationincreaseduring the preceding planyear.
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FormuLA ANNUITY BENEFIT CALCULATION

Y our benefitwill becal culated using thefollowing formula:

Y ear sof Final Formula TheNormal
Creditable X Average X Factor =  Formof
Service Compensation (currently 2%) the Benefit

In order to qualify for the 2% multiplier, you must have earned at least a
half-year of creditable service during the 2000-2001 school year and be
employed on or after May 2, 2001.

The“normal form” of the annuity (benefit) has been set by the
Legislature as Option 3(a), the Five Y ear Certain and Continuous Option.
All the other options are adjusted so they arethe actuarial equivalent of
Option 3(a). (See*“ Retirement Payment Options.”)

RETIREMENT ELIGIBILITY

There are two important points to remember:

e If youdelay taking your retirement benefits, NPERS will calculate
your benefit using your age on your effective date of retirement rather
than when you actually quit work.

e Benefitsare calculated based on thelaw in effect at the timeyou
ceased to be a contributing member of the Plan. For example, you
must have been employed in aNebraska public school after the
following lawswere passed to qualify for the provisions of theselaws:

Rule of 90 - Effective June 5, 1993
Rule of 85 - Effective March 4, 1998

Normal Retirement

“Normal” retirement ageis age 65. If you have at least one-half year of
service, you may terminate employment on or after age 65 and receive an
unreduced retirement benefit. If you terminate employment before age 65
with lessthan five years of service, you are only eligiblefor arefund of
your contributionsplusinterest.
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Ruleof 85- Unreduced Early Retirement

Once you have reached age 55, you can qualify to retire under the “Rule
of 85” if your attained age plus your creditable service years equal 85,
provided you have been employed in a Nebraska Public School on or
after the 1997-98 school year and accrued at |east one-half year of service
credit. If you were not employed on a half-time or more basis during the
1997-98 school year, you must acquire at least one-half year of service
credit after the 1997-98 school year to qualify for the “Rule of 85.”

For Example:

e If you are 60 yearsold and have 25 years of service, thereisno early
retirement reduction of your benefit. (60 + 25 = 85)

e If youare58yearsold and have 27 years of service, you areeligible
for an unreduced retirement benefit. (58 + 27 = 85)

NOTE: Your age cannot be rounded to your nearest birthdate when
determining your eligibility for the*Rule of 85.” NPERS must use your
attained age plusactual service.

Early Retirement At Age 60 - Reduced

You may retire as early asage 60 if you have five or more years of
creditableservice.

If you do not qualify for the Rule of 85, you cannot retire prior to
reaching age 60. If your age at retirement is between 60 and 65, there
will be a3% per year reduction for each year you are less than age 65.

The age nearest your birth date will be used to determine your benefit
reduction, provided you are at least 60. For example, at age 60 and
seven monthsyour age would be 61 for benefit cal culation purposes.

For Example:

If you are 60 years old and have 20 years of service, thereisa15%
reduction in your monthly benefit. Sincethetotal (age + service) isless
than 85, thereis a 3% reduction for each year you are under age 65.
(65 minus 60 =5, 5x 3% = 15%)
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Ruleof 90—Unreduced Early Retirement

Members who were school employees and earned service credit after June
5, 1993, are igiblefor the“Rule of 90" if they are at least age 60 and
their age pluscreditable service yearsequal 90. Thisbenefitisreplaced
or superseded by the “Rule of 85 if you earned at |east one-half year of
service credit during the 1997-1998 school year, were employed and
earned service credit on or after March 4, 1998, or any school year after
that year.

CHoosING A PAYMENT OpPTION AT RETIREMENT

Thingsto consider and discusswithyour family before choosing an option:

Y our health and family health history

Other financial incomein additionto your retirement benefit
Y our beneficiarieswho might depend on abenefit if you die
Thehealth of your beneficiaries

The age difference between you and your beneficiaries
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RETIREMENT PAYMENT OPTIONS

Y ou will receivearetirement benefit for your lifetimer egar dless of
the option you select. For examples of benefit dollar amounts, see

“ SampleBenefit Calculation” and“ SampleBenefit Amounts” following
the Retirement Payment Options.

Option 1 —

Option 2 —

Option 3—

Option 4 —

Life Only Option — Provides amonthly payment for
your lifetime and no refund or death benefit. Thereisno
beneficiary designation under thisoption.

M odified Cash Refund — Provides amonthly payment
for your lifetime. 1f you die before receiving payments
equal to your accumul ated retirement account balance at
retirement, the remaining amount will bepaidinalump
sum to your beneficiary or estate.

Period Certain and Continuous— Provides a monthly
payment for your lifetime, with guarantee periods of 5,
10or 15 yearsfor your beneficiaries.

a. 5-Year —Providesamonthly payment for your
lifetime, with aguarantee that if you die before
receiving 60 payments, the balance of paymentswill
be paid to your beneficiary in monthly payments.
(Thisisthe“normal form” of the benefit. See
“FormulaAnnuity Benefit Calculation.™)

b. 10-Year —Providesamonthly payment for your
lifetime, with aguarantee that if you die before
receiving 120 payments, the bal ance of paymentswill
be paid to your beneficiary in monthly payments.

c. 15-Year —Providesamonthly payment for your
lifetime, with aguarantee that if you die before
receiving 180 payments, the bal ance of paymentswill
be paid to your beneficiary in monthly payments.

Joint and Survivor Annuity —Provides amonthly
payment for your lifetime, and a percentage of that
benefit to your spouse after your death. Y ou must list
your spouse as sole beneficiary and should he/she
predecease you, you cannot select another beneficiary.
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Option 5—

NOTE: —

(This option is not available to an alternate payee. For
adefinition of alternate payee, see“ Spousal Pension
RightsAct.”)

a. 50% - Providesamonthly payment for your lifetime.
Whenyou die, your surviving spousewill receive
50% of your benefit, paid monthly for his/her lifetime.

b. 75% - Providesamonthly payment for your lifetime.
Whenyou die, your surviving spousewill receive
75% of your benefit, paid monthly for higher lifetime.

c. 100% - Providesamonthly payment for your lifetime.
Whenyoudie, your surviving spousewill receive 100%
of your benefit, paid monthly for his/her lifetime.

Non-Spousal Joint and Survivor Annuity - Providesa
monthly payment for your lifetime. When you die, your
surviving beneficiary will receive 50% of your benefit,
paid monthly for his’her lifetime. Y ou may name one
person asyour sole beneficiary and should he/she
predecease you, you cannot select another beneficiary.
(This option is not available to an alternate payee. For
adefinition of alternate payee, see“ Spousal Pension
RightsAct.”)

Under Options 2 or 3, you may list as many
beneficiaries as you wish, and you may change these
beneficiariesat any time after retirement.

If you choose Options 4, NPERS must have legible
proof of agefor your spouse and alegible certified copy
of your marriagelicense.

If you choose Option 5, NPERS must have |legible proof
of the age of your beneficiary.

Y ou CANNOT change your option after your effective date of retirement.
Therefore, before you make your selection, we suggest you obtain
estimates of benefits under the above options by contacting NPERS or
using the benefit estimator on the web site at www.nper s.ne.gov.
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SampLE BENEFIT CALCULATION

If you retire at age 65 with 20 years of service and your three highest 12-
month periods of salary are $35,000 each, your monthly retirement will be
calculatedasfollows:

Calculation of final aver age compensation:
$ 35,000
$ 35,000
$ _35,000
TOTAL $ 105000 <+ 36Months = 2,916.66

Calculation of normal form* of formula annuity:

« Final averagecompensation $ 2,916.66

o Total yearsof creditable service X 20

* Subtotal = 58,333.20

» Formulafactor, set by current law X .02 Eff. 5/2/01

(must be employed on or after effective
date of the law to receive current factor)

e Monthly benefit 1,166.67*
*QOption 3(a) - Five Y ear Certain and Continuous

Early Retirement:
Allow a 3% reduction per year if you retire between ages 60 and 65,
were employed on or after July 1, 1986, have acquired at least one-
half year of service credit and you are not eligiblefor the* Rule of
85.”
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SaMPLE BENEFIT AMOUNTS

Thefollowing are examples of benefit amountsfor each retirement
payment option. Y our benefit amount may be different. The “Rule of
85" estimates use 30 years of service, which accountsfor the larger
benefit amount. Also, by providing alonger guarantee period or ahigher
joint and survivor percentagefor your beneficiary, your monthly benefit
amount would bereduced accordingly.

Based on $35,000 Each asthe 3 Highest 12-Months of Salary:

OPTIONS NORMAL REDUCED RULE OF 85
Age 65, Age 60, Age55,
20 Years 20 Years 30 Years
1. LifeOnly $1,182.99 $999.96 $1,759.54
2. Modified Cash Refund 1,182.49 999.76 1,759.36

(Assumes $60,000 Member Account Balance)

3. Period Certain and Continuous

a. 5-Year (Normal Form) 1,167.67 991.67 1,750.00
b. 10-Year 1,132.77 675.46 1,735.09
c. 15-Year 1,084.90 951.38 1,711.78

4. Joint & Survivor Annuity
(Assumes both spouses are the same age)

a. 50% 1,101.56 943.01 1,678.93
b. 75% 1,064.91 916.90 1,641.34
c. 100% 1,030.62 892.20 1,1605.40

5. Non-Spousal Joint & Survivor Annuity
(Assumes 20 years difference in age)
998.40 876.25 1,589.89
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SALARY REPLACEMENT

With a2% factor, you will receive an additional 2% of your salary ina
retirement benefit for each year you work (assuming full-time) unlessyour
benefitisreduced dut to early retirement (see* Retirement Eligibility.”)

Y earsof Creditable Approximate % of
Service Final AverageCompensation
Age65-Option 3(a)

5 10%
10 20%
15 30%
20 40%
25 50%
30 60%
35 70%
40 80%

Formula: Yearsof Creditable Service x 2% = % of Salary at Age 65

RETIREMENT

The effective date of your retirement will be the first day of the month
following the later of:

e thedateyour school employment terminates; OR
« thedateyour completed applicationisreceived by NPERS; OR
e themonthinwhichyouarefirst eligiblefor benefits.

If you do not file your application for retirement with NPERS in atimely
manner in accordance with these requirements, it could result in aloss of
benefit payments. See Example at the end of this section. |f you have
questions about how your effective date of retirement is established,
please contact NPERS for clarification.

Y ou can expect your first payment approximately 60 daysafter your
effective date of retirement provided NPERS hasreceived all necessary
documentation, asfollows, however, no matter when you actually receive
your first payment, it will be retroactiveto your effective date of
retirement.
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e If theschool hasreported al of your contributions at the time
NPERS processes your account, we will process your benefit
payment as afinal monthly retirement benefit.

* |f the school hasnot reported all of your contributionsto NPERS at
the time we process your account, we will process your benefit
payment as a 95% preliminary monthly retirement benefit. If your
account isprocessed asapreliminary benefit payment, NPERSwill
recalculate your monthly retirement benefit five months after your
effective date. Under certain circumstances, such asasalary dispute
or an extended contract negotation, it may be more than five months
beforetherecal culation occurs. Therecalculationwill includeall
salary and contribution information received from the school and will
finalize your monthly retirement. Recal culation of your benefit may
or may not change your monthly benefit amount.

StepsTo TakeBeforeYou Retire:

e Contact NPERSIinwriting, by telephone or in person at least three
months before your anticipated retirement dateto avoid unnecessary
delaysin payment. Your retirement benefit will not start automatically.

*  When you contact NPERS indicating you planto retire, you will be
sent an Application for Retirement form and estimates of monthly
benefits under the various retirement payment options (if you have
not received an estimate within the past 18 months). If you wish an
estimate under Options 4 and 5, NPERS will need the date of birth of
your beneficiary. (See* Retirement Payment Options.”) Y ou may
calculate your own estimates by using the Benefit Estimator on the
web site at www.npers.ne.gov.

» Fileyour Application for Retirement with NPERS at | east 30 days,
but no more than 90 days prior to your effective date of retirement.
Y ou may fileyour application by mail or in person by making an
appointment with NPERS. Regardless of how you file, please note:
NPERS cannot accept an application earlier than 90 daysprior to
your effective date and will return the application for you to resubmit
at least 30 days but no sooner than 90 days prior to your effective
date.

e Makesureyour service prior tofiscal year 1986-87 has been verified
by the school(s) where you have been employed. Y ou may write or
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call NPERStoinquireif your past service has been verified. (See
“Verificationof Service.”)

e Verify your ageby filing with NPERS alegible copy of your
Certificate of Birth recorded before you were five years of age. If
your birth certificate was not recorded before you were agefive, you
will need to submit an additional document to prove your age (contact
NPERSfor allowable documents).

EXAMPLE: Determining Y our EffectiveDateand Receiving Y our
First Payment: If, for example, you are age 55, have 30 years of service
and your school employment terminates May 25, your effective date
would be June 1. However, if you have 30 years of service, your school
employment terminates May 25 but you do not turn age 55 until June 15,
your effective datewould be July 1. Inanticipation of aJuly 1 effective
date, you could submit your completed application to NPERS between
April 2 and June 30. NPERSwould mail your first benefit payment
around August 30 in an amount retroactive to your effective date of July
1. If youwereto inadvertently wait until September to submit your
compl eted application to NPERS, your effective date would be October
1, and you would have lost benefit paymentsfor July and August.

Contact NPERS if you have questions about how your effective date of

retirement is established and for guidance on the appropriate
timeframe for submitting your application for retirement.

DeaTH BENEFITS

Death Benefit After Retirement

If your death occurs after you have begun receiving your retirement
benefits, your beneficiary(ies) will beeligiblefor any paymentsremaining
under the retirement option you selected when you retired. (See
“Retirement Options’ for details on each option.)

Asaplan member you will receive amonthly retirement benefit for your
lifetime, regardless of the retirement option you select.
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Death Benefit Before Retirement

If you dieprior to your date of retirement, your benefitswill go to your
named beneficiary. (See“Beneficiary Designation.”) If you do not name
abeneficiary, your benefitswill go to your estate. The spousal death
benefitsoutlined below will apply ONLY if you have designated your
spouse asyour sole, primary beneficiary.

If you die while employed with the public school system, your school
district should notify NPERS as soon as possible. NPERS will send the
necessary formsto the beneficiary you havelisted.

General Beneficiary’sOption

If you die prior to retirement, your estate or named beneficiary, other
than a surviving spouse (see bel ow for spouse’ s options), will receive a
lump-sumrefund of your contributions plusaccumulated interest.

Surviving Spouse’ sOptions

If you die prior to retirement and have designated your spouse asthe sole,
primary beneficiary, thefollowing optionsareavailable:

1. If youdiewith 20 or moreyearsof creditable service OR are age 65
or older, your surviving spouse may choose the Annuity Option or
the Refund Option, asfollows:

a  Annuity Option — Provided your spouse appliesto NPERS
within 120 days of the date of your death, he/she may select a
monthly retirement annuity benefit, paid for therest of hig/her
life, under a100% joint and survivorship annuity option. The
benefit is effective on the date of your death, regardless of your
age at death, and will not be reduced for early retirement. |If the
120 day deadlineisnot met, your spouse will receive the Refund
Optiononly.

b. Refund Option —Y our surviving spouse may elect to receivea
lump sum refund of your contributions plus accumulated interest.

2. Provided you were employed in aNebraska public school on or after

May 1, 2001, if you diewith 5 or mor e years of creditable service
but lessthan 20 yearsof creditable service AND areyounger than age
65 at death, your surviving spouse may choose the Annuity Option or the
Refund Option, asfollows:

26



a  Annuity Option — Provided your spouse appliesto NPERS
within 120 days of the date of your death, he/she may may select
amonthly retirement annuity benefit, paid for therest of his/her
life, under a100% joint and survivorship annuity option. The
annuity will bereduced for early retirement. If the 120 day
deadlineisnot met, your spouse will receive arefund only of
your contributionsplusaccumulatedinterest.

b. Refund Option —Provided your spouse appliesto NPERS within
120 days of the date of your death, he/she may elect to receive a
lump sum refund of your contributions plusinterest and an
additional amount equal to 101% of your contributions plus
interest. If the 120 day deadline is not met, your spouse will
receive alump sum refund only of your contributions plus
accumulatedinterest.

3. If youdiewithlessthan 5years of creditable service AND are
younger than age 65 at death, your surviving spousewill receivea
lump-sum refund of your contributions plusaccumulated interest.

IMPORTANT:

» If youdieafter applying for but befor ereceiving arefund of your
accumulated account, the refund payment is made to your estate, not
toyour beneficiary.

* If youdieafter your retirement date, NPERS will pay the benefits
under the designated retirement pament option onyour Application
for Retirement.

e Proof of death isrequired before death benefit payments can be made.
*  NPERSrecommendsyour beneficiary notify the office of your death
assoon aspossible. Thisisespecially important if, at the time of your

death, you were not actively employed in apublic school and had
deferred your retirement benefit.
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DisaBILITY RETIREMENT

If you cease employment in a Nebraska public school because of a
disability, youmay beeligiblefor monthly retirement benefits. Disability
is defined as an “ inability to engage in a substantially gainful activity by
reason of any medically determinable physical or mental impairment
which can be expected to result in death or to be of long-continued and
indefinite duration.” To qualify, you must:

e Apply for disability retirement within oneyear from the date your
employment endsdueto thedisability, if your disability isnon-work
related.

e Apply for disability retirement within five year sfrom the date your
employment endsdueto the disability, if your disability isworkrelated.

* Provideabrief description of your illness and the name of your
personal physician, and any other physiciansor specialistsyou have
seenregardingyourillness.

e Submittoamedica examination by aphysician selected by NPERS. If
you are on amedical leave of absence, you are not eligibleto receive
adisability retirement benefit until theleave endsand your
employment terminates.

NOTE: NPERSmay require an annual medical examination or other
information from you to continue your benefits. ThisisNOT along-term
disability insuranceplan. Disability benefitsarecal culatedinthesame
manner as regular retirement benefits. Thereisno agereduction at the
normal form annuity calculation. (See* FormulaAnnuity Benefit
Calculation.”) However, NPERSwill useyour “actual age” factor based
on theretirement payment option you select.

If you receivedisability insurance paymentsin addition to your retirement
benefits, the insurance company may reduce their payment to you by the
amount you receive from NPERS. Contact your disability insurance
provider for your policy details.

Contact NPERSfor further information on disability retirement benefits.

28



SpousaL PENsION RIGHTSACT

Y our account is exempt from attachment (asin garnishment of wages)
and isunassignabl e (for example, asloan collateral). 1n 1996 the Spousal
Pension Rights Act codified the rights of divorced spousesand childrento
ashare of aplan member’ sretirement account. To claim this share, proper
language must be included in adivorce decree and be quaified by NPERS.
For further detailsrefer to Neb. Rev. Stat. 8842-1101 through 42-1113, or
cal NPERS.

A “qualified domestic relationsorder” (QDRO) isonethat hasbeen
approved by NPERS and istherefore effective in dividing benefitsin one
of the NPERS-administered plans. A divorce decree and/or aproperty
settlement, although effective for most purposes, doesnot dividea
retirement account unlessit includesa QDRO. Onceajudge hasapproved
aQDRO, it must be sent to NPERS to be approved. Only when NPERS
approves the order are the benefits actually divided. If NPERS pays out
benefits or arefund and |ater receives an order that would have affected
themoney already paid out, NPERSislegally held harmlessfor making
the earlier payments. [842 1113]. Therefore, whenever adomestic order is
signed, it should be sent to NPERS as quickly as possible.

The person who receives a share of a plan member’ s account through a
QDRO iscalled the*alternate payee.” Becoming an alternate payee gives
the former spouse certain rightsin the benefits, but does not mean he/she
will have immediate accessto the money. There are two waysan
alternate payee can gain accessto the retirement account:

« if the member terminates employment
« if the member is 50 years of age or older

If amember isunder age 50 and working, the alternate payee cannot gain
access to the account.

When the alternate payee gains access to the account, the method of
payment depends on what options the member isentitled to at thetime
the alternate payee makes application. For example, if amember is
entitled to only receive arefund of contributions, the alternate payeewill
be entitled to only receive arefund of contributions. But if the member is
entitled to aretirement benefit, then the alternate payee may also apply for
aretirement benefit.
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REEMPLOYMENT

If you are reemployed in a Nebraska public school, you should update
your beneficiary listing by filing aBeneficiary Designation Formwith
NPERS. Y ou should also consider thefollowing:

BeforeRetirement

e If you have previously taken arefund of your accumulated
contributions plusinterest, you may repay the total amount and
reestablish your prior service credit. (See"Repayment of Refund.”)

» If you elect not to repay the refund, you will re-enter the system asa
new member. Service credit cancelled dueto arefund cannot be
counted when determining your monthly paymentsat retirement
unlesstherefundisrepaid.

e If you have NOT taken arefund of your account, the new service
credit you acquirewill be added to your previous service when
determiningtotal “ creditableservice” for retirement purposes.

e Youwill alwaysmaintainyour original account number with NPERS.
After Retirement

» If you arearetiree who returnsto work, you will continue to receive
retirement benefits so long as you have not provided serviceon a
regular basisto any Nebraska public school during thefirst 180
calendar daysafter termination of employment. (Termination of
employment DOES NOT include ceasing work at the end of the
school year if the member provides service, whether or not
compensated, on aregular basisin any capacity in any school district
under the School Plan within 180 calendar days after ceasing
employment or if the PERB determinesthat a purported termination
was hot abonafide separation from service with your employer.)

» If you return to employment after a 180-day break and meet
membership requirements, you will return asanew school employee.
Retirement contributionswill bewithheld fromyour compensation
and you will receive service credit for service commencing fromthe
date of reemployment. Y ou should fill out anew Beneficiary
Designation Form for your new account when you return to work.
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Note: If you return to school employment prior to 180 days, you
must repay benefitsyou have received, whether arefund or monthly
retirement payments.

PRERETIREMENT PLANNING PROGRAM

Every spring NPERS conducts statewide Preretirement Planning Seminars
for plan members and spouses, age 50 and over.

The one-day seminar isan excellent way to begin planning for an
important timeinyour life. Information isprovided on retirement options,
financial planning, social security benefits, Medicare, healthinsurance,
healthy lifestyles, social and psychological adjustmentstoretirement, and
estateplanning.

Everyone should attend at least one seminar before they retire. If you
attend early, you will havetimeto begin your planning and, if necessary,
make adjustmentsin advance of your actual retirement date.

Each eligible employeeisallowed leave with pay to attend up to two
preretirement planning programs. Y ou may chooseto attend a seminar
more than twice, but such leaveis at your expense and your absenceis at
the discretion of your employer. Y ou may not attend more than one
seminar per fiscal year.

Seminar registrationbrochuresaredistributedtoall eligiblemembers
approximately four weeks prior to seminars. For information on seminars
scheduled in your areacontact NPERS' Education Services department or
visit theweb site at www.npers.ne.gov.

TAXATION

Y our current contributionsto retirement are not taxed when deducted
from your salary and remitted to NPERS. This means the taxable income
reported on your Wage and Earning Statement (IRS Form W-2) issued by
your employer isreduced by the amount you contribute to retirement.

Contributions made prior to January 1, 1986, were taxed before being
deducted from salary. Therefore, when contributions are returned to you,
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either in the form of amonthly retirement payment or arefund, you may
recover any contributions prior to January 1, 1986, “tax-free.”

When Receiving a Retirement Benefit

If you have pre-1986 contributions, your retirement benefit will betaxed
based on the “ Safe-Harbor” method, asrequired by the Internal Revenue
Service (IRS). NPERS calculatesthe “tax-free” portion of your monthly
retirement check by dividing pre-1986 contributions by the fixed number
of payments assigned to your age group by the IRS. For example, 260
payments are used for anyone age 61 to 65. The remaining portion of the
monthly benefitis“taxable.” After you have received thefixed number of
payments assigned to you, your monthly benefit becomes 100% taxable.

When Receiving a Refund of Your Account

From any refund check paid to you, NPERS isrequired by law to
withhold 20% for federal income taxes plus, beginning January 1, 2006,
an additional 5% for Nebraskaincometaxesif you are a Nebraska
taxpayer. AnIRS Form 1099-R will be provided to you at the end of the
calendar quarter in which you receive arefund payment. The form will
show the amount of your refund, the taxable income and the capital gains,
if applicable. (Refund of contributionsto the Plan after January 1, 1986,
istreated astaxableincome.)

Caution: A refund taken prior to age 592 may result in an additional
10% federal tax penalty assessed when filing your tax return.

Y ou can AVOID the 10% penalty if one of thefollowing applies:

» Thetaxableportion of your refundis*“rolled over” into an Individual
Retirement Account (IRA) or another qualified pension plan within 60
days of the payment date.

e Payment ismadeto an alternate payee under aqualified domestic
relationsorder.

e Your paymentisused for large medical expenses.
* Youattained age 55 before separation from service.

In the event of death or disability, the 10% tax penalty will not apply,
regardless of your age.
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Important: Sincethetax lawsfrequently change, NPERS makes detailed
information available on a separate handout that is provided to you along
with the Applicationfor Refund or Retirement Benefits.

IncomeTax Withholding

Federal law requiresincometax withholding from retirement annuity
payments. NPERSwill provide you with information on income tax
withholding and will withhold federal taxesfrom each monthly check at
the amount of withholding you select using aFederal Form W-4P,
Withholding Certificate for Pension or Annuity Payments. |f you do not
submit aW-4P, withholding will be made at the rate of married plusthree
exemptions. Y our withholding can be changed at any time by submitting
anew W-4P.

If you are aresident of the State of Nebraskawhen receiving retirement
annuity payments, effective January 1, 2006, NPERSwill withhold
Nebraskataxes from your monthly benefit at the same amount of
withholding you select for federal taxes using Federal Form W-4P, as
explainedinthepreviousparagraph.

Y our retirement income will be reported to you on a 1099-R form each
year in January for the payments received the prior year. A copy of that
formwill also be provided to the Internal Revenue Service.

Y ou may wish to contact the Internal Revenue Service and/or atax
consultant for additional incometax information.

Cost-oF-L1vinGg (COL A) ProvisioN

General COLA Adjustment

After you have been retired for at least onefull fiscal year, you will be
eligiblefor abenefit increase each July 1. Thisincreaseisbased on the
changein the Consumer Price Index for Urban Wage Earnersand Clerical
Workers (CPI-W) for the previous fiscal year, capped at 2.5%. (This
meansif the CPI-W isless than 2.5%, you will receive the CPI-W, but if
the CPI-W ishigher than 2.5%, your COLA increase will be only 2.5%.)

Purchasing Power Floor COLA

During your retirement, if inflation erodesthe value of your benefit below
75% of the original purchasing power of your benefit when you retired,
you will qualify for aone-time adjustment increasing your benefit to bethe
equivalent of 75% of the purchasing power of your original benefit. There
isno cap or maximum percent for retirees who qualify for the 75% floor.

DirecT DeEPOSIT

When you retire, you may have your monthly retirement benefits deposited
directly with your financial institution. Bank authorization formsmay be
obtained from NPERS when you apply for retirement benefits or any time
thereafter. The formsmay also be printed from the web site at
www.npers.ne.gov. Your first retirement benefit check will be mailed to
you directly with the direct deposit taking effect the second month.

ADMINISTRATION OF THE
RETIREMENT FUND

The Public Employees Retirement Board (PERB) consistsof eight
members appointed by the Governor for five-year terms. Six members
are participantsin the retirement systems administered by the PERB.
Two are at-large members and are not employees of the State of
Nebraskaor any of itspolitical subdivisions. The State Investment
Officer isalso amember of the Board in anon-voting, ex-officio capacity.

The PERB isresponsible for the administration of the Judges’, State
Patrol, School Employees', State Employees’ and County Employees
Retirement Systems and the State Deferred Compensation Plan. [§84
1501]. PERB meetings are normally scheduled on the third Monday of
each month.

The Nebraska Public Employees Retirement Systems (NPERYS) isthe
agency responsiblefor the administration of the School Plan.

A Director ishired by the PERB and directs NPERS in itsadministration
of the various systems.



The State Treasur er isthe custodian of the funds and securities of the
retirement systems.

School Retirement Funds areinvested by the State I nvestment Officer
under the direction of the Nebraska | nvestment Council.

NPERS each year issuesafinancial statement, availableto membersupon
reguest, showing the condition of the fund and the various accounts.

Consulting Actuariesemployed by the PERB annually conduct actuarial
investigationsinto mortality and serviceexperience of the contributorsand
beneficiaries, recommend actuarial tablesto the PERB and evaluate the
system’ sassetsandliabilities.

REeLEASE OF | NFORMATION

Member account information, including name, address, account balances,
or payment options, will only bereleased to you under thefollowing
conditions:

Y our personal visitto NPERS

Adequate proof of identity provided over the phone

Writtenrequests

Written release signed and dated by you (rel ease must be less than six

monthsol d)

e Courtorderedrelease

*  Request from guardian or conservator with proper certified
authorization (request must beless than three months ol d)

*  Requestfromindividual holding power of attorney with authorization

toreceiveconfidential information

Beneficiary designation(s) areonly provided to you upon your signed,
written request or personal visit by you to NPERS.

Account information may be released to your employer for verification of
necessary information. The Internal Revenue Service may receive
account information to comply with federal tax laws. Account information
may be released as necessary under aqualified domestic relationsorder.
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FacsimilePolicy
Thefollowingwill behonored viafacsimile (fax) if signed by themember:

Requestsfor account information
Requestsfor beneficiary listings
Requestsfor benefit estimates
Changesintax withholding
Changesindirect deposit

Original NPERS forms are required to process annuities or payments, to
change beneficiaries, or change of addressfor payment requests.

However, faxed applicationsfor aretirement benefit or arefund will be
accepted to determine effective date of processing of payment if the
original form isreceived within fiveworking days. A faxed Beneficiary
Designation Formwill also beaccepted with timely receipt of theoriginal
form.

E-Mail Policy

General questions about the pension plan and requests for forms may be
communicated throughe-mail.

At the present time, NPERS does not answer individual account questions
by e-mail; such questions must be submitted as asigned, written request.
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