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Optional Retirement 

Contribution Limitations 
	Annual Limit
An employee’s annual taxable salary may be reduced by any amount up to the maximum allowed by IRS. The total contributions remitted by the RF on an employee’s behalf cannot exceed the calendar year limits imposed by sections 415 and 402(g) of the IRC. Funds may be placed in a tax-deferred annuity, mutual fund custodial account, or any combination. Calendar year total limits to all accounts with all employers can never exceed the limits as described in the following table:

For Calendar Year
	Total contributions cannot exceed
	If age 50 or older by the end of the calendar year, total contributions cannot exceed

	2002
	$11,000
	$12,000

	2003
	$12,000
	$14,000

	2004
	$13,000
	$16,000

	2005
	$14,000
	$18,000

	2006
	$15,000
	$20,000


Participation in More Than One Plan
If an employee has more that one employer and participates in more than one plan, it is his or her responsibility to make certain that total salary reduction from all employers does not exceed IRS limitations. If the limits have been exceeded, the employee should request a distribution of the excess by notifying the RF by March 1 of the following year. The excess will be distributed to the employee by April 15.

Taxation Considerations 

Distribution of Benefits
Retirement distributions from TIAA-CREF contracts or Fidelity accounts are subject to federal and New York State (NYS) income taxes, unless specifically exempted. Pension and annuity income not exceeding $20,000 annually may be subtracted in determining adjusted gross income for NYS tax only, if 

•    the pension and annuity income is included in federal adjusted gross income.

•    the pension and annuity income is received in periodic payments.

•    the annuitant is 59 1/2 or more years of age.

Individual Retirement Annuities (IRAs)
Unless funds are directly rolled over to another qualified retirement plan or to an Individual Retirement Annuity (IRA), the IRS requires a 20% withholding tax on lump-sum withdrawals payable to an individual. Since the 20% is applied to income tax due, it may be declared on an income tax return as taxes paid for the calendar year. Any amount in excess of what is owed will be refunded.

Cash Withdrawals
A 10 percent tax penalty, in addition to ordinary income taxes, will generally apply to cash withdrawals made before age 59 1/2, unless the employee has medical expenses exceeding the tax-deductible limit, became disabled, died, or ended employment after age 55.

W-2 Form Reporting 

Under IRS regulations, during any calendar year when contributions are made for an employee as a member of the Basic or Optional Retirement Plans, the Pension Plan box on the W-2 Form must indicate "Yes." This may limit the employee’s and spouse’s contributions to a personal IRA. 

ERISA 

As participants in the Optional Retirement Plan, employees are entitled to certain rights and protections under the Employee Retirement Income Security Act (ERISA) of 1974. 

  

