











matters.® Because the amount any individual was allegedly damaged depends on the length of
time that an allegedly improper interest rate was used and how much higher that rate was than the
rate that allegedly should have been used, Class Members who retired when the allegedly
improper rate was only slightly higher than the 4% rate Plaintiffs allege was appropriate would
have suffered less damage than Class Members who retired at any time after that interest rate was
substantially increased. The interest rate Defendants used in calculating Gap Period Interest was
raised on four occasions. Specifically, in 1977, TRS increased the amount of Gap Period Interest
applied towards the required contribution to 5.5%, and subsequently increased it in 1980 to 7.5%,
in 1982 to 8.0% and in 1988 to the current rate of 8.25%. Therefore, the formula used to
calculate payments under this Settlement (the “Payments”) is based upon a Class Member’s
Earliest Payability Date, as defined in Paragraph 4(a), and the length (in years and months) of his

or her Gap Period.

a. The Calculation. The calculation is based in part on a Class Member’s
actual or predicted EPD. More than 40,000 of the approximately 45,000 identified Class
Members have already attained their EPD. In order to effectuate the goals of the Plan of
Allocation and avoid the burdensome, individualized calculations for this large Class,
especially where the differences for those in similar demographics are insubstantial, the
parties have agreed on a method of estimating calculations representing a Class Member’s
scaled relative alleged economic loss based upon that Member’s EPD and the number of

years and months in his or her Gap Period. These estimated amounts are provided in the

As noted above, any Member of the Class, as defined in paragraph 2 above, who: (i) retired or retires under a
Plan other than A or C prior to the Court’s final approval of the Settlement; (ii) is an inactive employee and will not

attain their EPD prior to December 21, 2020; or (iii) is an inactive or active employee who otherwise satisfies the

restrictions above and who was eligible to elect Plan A or C on the Calculation Date but does not, ultimately, elect Plan

A or C prior to the Court’s final approval of the Settlement, will not be entitled to a payment under the Plan of
Allocation.
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Table below as “Factor A.” Using each Class Member’s EPD to determine Factor A, an
annual factor, allows the parties to take into account when, in the course of the four rate
increases, a Member was exposed to the alleged miscalculation, which in turn correlates to
the amount of interest above 4% that was allegedly improperly applied. Generally, the later
the EPD, the higher the applicable interest rate. Therefore, Factor A in the table below rises
from 1977 to 1999 and is level from 1999 to 2009. Factor A declines from 2010 forward to
reflect the present value at the Calculation Date of an amount that would not be payable
until a later date. For Class Members who have not yet attained their EPD, a projected EPD
date is used based upon assumed continuous service until the Member would have reached
his or her EPD date. Overall, Factor A generally reflects the increases over the years in the

Statutory Interest Rate used by TRS to calculate benefits.

Year of Factor | Year of Factor A | Year of Factor A

Year of Factor

={=1p) A EPD A(wﬁﬂ EPD (con’t) (con’t)
(con’t) (con’t)

1977 $20 1991 300 2005 500 2019 225
1978 30 1992 325 2006 500 2020 208
1979 40 1993 350 2007 500 2021 192
1980 50 1994 375 2008 500 2022 177
1981 60 1995 400 2009 500 2023 164
1982 81 1996 425 2010 462 2024 152
1983 103 1997 450 2011 427 2025 140
1984 126 1998 475 2012 394 2026 129
1985 150 1999 500 2013 364 2027 119
1986 175 2000 500 2014 336 2028 110
1987 200 2001 500 2015 310 2029 102
1988 225 2002 500 2016 286 2030 94

1989 250 2003 500 2017 264 2031 87

1990 275 2004 500 2018 244 2032 80

For Class Members Who Have Attained Their EPD. The second pertinent factor in
the calculation is the length of the Gap Period. For all Class Members who have attained
their EPD, as defined in Paragraph 4(a), the Payment will be determined by multiplying the

Factor A dollar amount corresponding to their EPD year by the number of years and months
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in their Gap Period, thus taking into account differing lengths of exposure to the alleged
miscalculation. Those Class Members who were exposed to higher interest rates for longer
periods of time (i.e., longer Gap Periods), would, if they prevailed in the suit, have suffered
the largest economic loss. This calculation is subject to the following additional parameters
as to the length of the Gap Period: Each Gap Period will be (i) a minimum (i.e., floor) of

five years, and (ii) a maximum, (i.e., ceiling) of 15 years.

For Class Members Who Have Not Yet Attained Their EPD. TRS will calculate a
predicted EPD based on assumed continuous service from the Calculation Date (August 31,
2008). The corresponding Factor A amount from the chart is then multiplied by the Gap
Period, calculated using the predicted EPD. Where a Class Member has also not yet attained
their 20 Year Date (used to calculate the Gap Period), a predicted 20 Year Date based upon
assumed continuous service from the Calculation Date will be used. This calculation is
subject to the same minimum Gap Period (five years) and maximum Gap Period (15 years)
as described in the preceding paragraph. Because these individuals have not yet attained
their EPD, this amount represents monies they would be entitled to in the future. Therefore,

the payment actually paid out will reflect the approximate present value of this payment.

b. The Payment

For Active and Inactive Class Members and Their Related Alternate Payees. Once
calculated as described above, such Class Members, pursuant to the parameters set out in
Paragraph 2, above, will receive their Payment as a one-time special credit to their

Increased-Take-Home-Pay (“ITHP) account.

For Retired Class Members and Their Related Alternate Payees. Once calculated,
these Class Members will receive a direct payment from TRS, unless the Class Member
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elects to rollover his or her Payment, or is under Age 62 and his or her Payment is equal to

or greater than $1,000.

For Beneficiary Class Members (including: joint and survivor or fractional
beneficiaries, five/ten year certain beneficiaries, death benefit beneficiaries and alternate
payees of deceased Class Members). Like Retired Class Members, these Class Members
will receive a direct payment from TRS unless the Class Member elects to rollover his or her

Payment.

C. Rollover. Retired Class Members’ and Beneficiary Class Members’ (defined
above) right to rollover their Payments is described fully in the Special Tax Notice
Regarding Additional Plan Payments, annexed hereto as Exhibit A. The option to rollover
the Payment does not apply to either Active or Inactive Class Members. For Retired Class
Members who do not return the Direct Rollover Election Form and who are under the age of
62 and who will receive a Payment of more than $1,000, TRS will deposit the Payments for
such Class Members into Accounts (“Accounts”) within TRS which maintain the same
features as ITHP Accounts except as otherwise specified herein. The Payments deposited in
these Accounts will be invested in the TRS Variable B Fund, which is a stable value fund
that invests primarily in Guaranteed Investment Contracts (“GICs”), and shall remain in
such Fund until such Accounts are distributed pursuant to this paragraph. The Payments
will remain in these Accounts in the Variable B fund until the Retired Class Member notifies
TRS of his/her intent to receive a distribution of the funds in his or her Account. When a
Member for whom such an Account is created reaches age 62 or dies, whichever is earlier,

TRS will make a good faith effort to contact the Member or his/her surviving beneficiaries,
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as applicable, and inform the Member or surviving beneficiary of his/her distribution

options.

d. Notice of Calculations. The parties propose to include in the Class Notice
an estimated individual calculation for each Class Member. The Notice will provide both
the estimated Payment and current TRS information for the Class Member that may affect
the calculation of the Payment. Such information may include: (i) name; (ii) month and year
of birth; (iit) TRS identification number; (iv) last four digits of the social security number;
(v) length of Gap Period; (vi) Retirement Date (if applicable); and (vii) EPD. The Class
Notice also provides a process for Class Members to question the accuracy of TRS’s data

prior to final calculation of the Payment.

e. Completeness of TRS Records. As is clear from the summary of the Plan of
Allocation in the preceding paragraphs, proper allocation depends on TRS having certain
information for each Class Member. TRS was able to identify more than 45,000 Class
Members. Of the Class Members identified, TRS believes it has complete and reliable data
for the great majority of them. To the extent TRS is missing a portion of the data on a
known Class Member, TRS will estimate the appropriate data based upon the other data
contained in the record. However, because the Class reaches back to those Members who
retired as early as 1977, TRS may not be able to locate complete records for every Class
Member. Because the total Settlement Amount is fixed, it is necessary in the initial
estimation to set aside a small portion of the total amount to cover Class Members who may
be discovered prior to the Payment Date, and to correct any factual errors prior to the
Payment Date. In order to provide every possibility for all Class Members to obtain

recovery under the Settlement, the parties have agreed that the estimate provided to each
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class member in the Class Notice will represent 95% of the total Settlement Amount. By
doing this the parties are also able to allow for any errors in the factual predicates of the
calculation that may need to be corrected prior to the Payment Date. To the extent any Class
Member or any factual errors are later identified, they must be raised no later than June 1,
2009. TRS will have the sole authority to determine the validity of any requests for
corrections of its data and will only grant those requests that are supported by substantial
credible evidence. Class Members who believe the existing TRS data to be incorrect and
have questions as to how to present substantial credible evidence, may contact Class
Counsel for guidance. Should the Court finally approve of the Settlement, the actual
distribution on the Payment Date will reflect the entire Settlement Amount. Accordingly,
the distributions may differ modestly from the amount shown in the Class Notice. After that
distribution, no further payments to the Class are required by the Settlement. Because it is
not now ascertainable what amount would remain, any monies that are returned or
unclaimed for six months will be subject to further order of this Court. The parties agree
that if the amount is such that a second distribution to the entire Class is not economically
feasible, to be determined jointly by the parties hereto, (for example, where the amount
distributed to each Member would be de minimis after the cost of distribution), the parties
will present proposals to the Court for alternative disbursement of the funds, which would

need Court approval before any such disbursement could be effectuated.

10. Effect of Opt-outs. If the number of Class Members who timely elect to “opt out”
of the Class represents, in the parties’ reasonable judgment, potential additional liabilities to the
Defendants that are greater than 1.5% of the $160 million Settlement Amount, then Defendants

shall have the option to withdraw from the Settlement, by so informing Plaintiffs and the Court at
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the Fairness Hearing, and the parties may reinstitute the above-named Matters without prejudice

to their rights and defenses.

11. Release of Claims. The parties acknowledge and agree that the Settlement of the
above-named actions shall not constitute or be deemed to constitute a diminution or reduction or
impairment of benefits within the meaning of Article V, Section 7 of the New York Constitution.
Notwithstanding the foregoing, and without prejudice thereto, in connection with the Settlement
and upon final Court approval of this Stipulation of Settlement and the annexed Class Notice and
its becoming final and binding, Plaintiffs and all Class Members (except those who elect to
exclude themselves from the Settlement) shall waive and be deemed to have knowingly and
voluntarily waived all claims that were raised or could have been raised in connection with the
subject matter of the claims and causes of action raised in these Matters, including but not limited
to: (i) any and all potential claims that were raised or could have been raised relating to the three
proposed resolutions presented to the Board of Trustees of TRS at their meeting held on
December 21, 2000, and (ii) any and all claims arising out of the computation of the interest rate
applied to the required member contributions during the Gap Period. Plaintiffs and all Class
Members (except those who elect to exclude themselves from the Settlement) shall further waive
and be deemed to have knowingly and voluntarily waived any and all claims under Article V,
Section 7 of the New York Constitution and Federal Contract Clause (U.S. Const., Art. I, Section
10, cl. [1]) with regard to the claims raised or that could have been raised in connection with the
subject matter of these actions. Upon final approval by the Court of this Stipulation of Settlement
and the attached Class Notice, all Class Members who do not elect to opt out shall be barred from
any further litigation regarding the claims waived in connection with the Settlement. Neither

Class members nor any other individual will be permitted to point to the existence or terms of this
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Stipulation of Settlement or the Class Notice as evidence of any admission by Defendants

regarding fault, liability, level of damages, or any similar issue.

12. The Settlement is Fair, Reasonable, and Adequate. The proposed Settlement (a)
confers substantial benefits upon Class Members; (b) avoids the expense, delays and issues of a
trial; (c) is the result of fair and extensive arms-length negotiations; and (d) is, in Class Counsel’s

opinion, in the best interest of the Class.

a. The proposed Settlement provides Class Members a cash Payment that
proportionally reflects a Member’s potential recovery had Plaintiffs prevailed in litigation to
the extent of $160 million. Although the monies recovered by each Class Member will
depend upon the factors discussed above, each Class Member will receive some cash
Payment with the total aggregate payout being up to $160 million. This aggregate will not
be reduced by attorneys fees or expenses as all fees and expenses have been and will be paid

by Plaintiff UFT.

b. Although Plaintiffs believe in the merits of their claims, success is by no
means certain. Defendants dispute the merits of Plaintiffs” claims and have consistently put
forth an aggressive defense and succeeded in defending against certain legal theories put
forth by Plaintiffs. This case, if litigated, would involve lengthy, complex and expensive
continued discovery and expert testimony and analysis, not to mention further likely motion
practice. The regular difficulties of complex litigation are amplified here by the complex
nature of the pension calculations at issue as well as the difficulty of reconstructing the

intention of parties and the meaning of policies created some 39 years ago.

C. Not only would getting to trial be a long and expensive road, but it is almost
certain that any result at trial would be appealed, further delaying any possible recovery. In
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light of the fact that most Class Members have already retired or will soon retire, further
delays would harm the Class. The Settlement assures that each Class Member will receive a
fair sum in light of the complexity of the actions and the size of the Settlement and
guarantees that that sum is received sooner than any sum would be as a result of litigation,

which may or may not succeed.

d. Additionally, the Class, as described in this Stipulation, may well encompass
individuals whose claims might otherwise be extinguished by the operation of the statute of
limitations. The Court might remember that Defendants have taken the position that any
Plaintiff who retired more than four months prior to the commencement of these Matters in
March 2005 is time barred. Although the Court has, in its rulings, agreed with Plaintiffs that
those who retired within four months of (or after) Plaintiffs presenting TRS with a curative
resolution in 2000 are not time barred, Defendants have indicated that should the Settlement
not eventuate, they plan on raising the same defenses on appeal. Going back even farther,
while Plaintiffs assert that all Members of the Class have a sustainable claim against
Defendants, there is also a possible argument to be made that the claims of those Members
who retired more than four months prior to the resolution being proposed in 2000 would be
time barred. If such an argument were to prevail, all such Members would not be entitled to

any recovery.

e. Defendants have also indicated that should the Matters go forward without
settlement, they intend to raise several additional defenses, including that legislation
subsequent to the implementation of the 20 Year Pension Plan addressing the statutory

interest rate mooted Plaintiffs’ claims.
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f. All of these considerations were taken into account during the extensive
settlement negotiations between the parties. The proposed Settlement treats all Class
Members, including Class representatives, equally in light of their 20 Year Dates and
Earliest Payability Dates. The sums to be paid out will be determined by the application of
an objective formula designed to account for reasonable differences in the amount by which
Class Members were allegedly damaged by accounting for the interaction between a Class

Member’s Gap Period and the dates on which the Gap Period Interest Rate was increased.

g. Finally, Class Counsel believes that the proposed Settlement is in the best
interest of the Class. The proposed Settlement represents hundreds of hours of intense
negotiations that resulted in an agreement believed fair to all sides. The negotiations
involved certain of the parties and representatives, counsel, consultants, and the New York
City Office of the Actuary to assist in understanding the effect the changes in the Gap Period
Interest Rate had on Class Members’ benefits at different times. The agreed upon Plan of
Allocation, described above, is a creative solution to ensure (i) that all Class Members
receive some recovery, (ii) that those claiming differing entitlements to damages receive
proportionally fair payouts, while at the same time (iii) obviating the need to individually
recalculate each of the more than 45,000 Class Members’ benefits, a task that would be
excessively expensive and time consuming perhaps even be prohibitive for Defendants. In
Class Counsel’s opinion, the total Settlement Amount of $160 million, representing 20% of
the ballpark figure of $800 million in claimed damages estimated by Plaintiffs in their initial
pleadings (and prior to the Court’s dismissal of certain claims), fairly represents the
tradeoffs between the time and risks associated with litigating these Matters (including the
possible dismissal on limitations and/or laches grounds) and the potential for a larger

recovery after trial. Therefore, Class Counsel in conjunction with Defendants’ counsel
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recommend that the Court preliminarily approve the Settlement as fair, reasonable and

adequate.

APPROVAL OF CLASS NOTICE

13. CPLR 8908 requires that notice be given to the Class when, as here, the parties
propose to dismiss or compromise the action. CPRL 8904 further requires that such notice be
“reasonable.” When the decision on certification under CPLR 8902, discussed above, is made
simultaneously with the Court’s consideration of a proposed settlement, as it is here, notice of

both is required and may be achieved through a single notice. See e.g., Michels v. Phoenix Home

Life Mutual Ins., Co., No. 95/5318, 1997 WL 1161145, * 4 (N.Y. Cty. 1997) (after reviewing the

parties’ stipulation of settlement the court preliminarily certified the class and ordered notice be
provided to the class of the pendency of the action and the proposed settlement); In re Colt

Industries Shareholder Litigation, 155 A.D.2d 154, 156, 553 N.Y.S.2d 138, 139 (1st Dept. 1990),

modified on other grounds, 77 N.Y.2d 85 (1991) (noting that upon receiving the final stipulation

of settlement, the trial court ordered, inter alia, class notice).

14. Although CPLR 88 908 and 904 do not provide guidance on what should be included
in a notice to make it “reasonable,” it is generally agreed that class notice is adequate where,
under the circumstances, it is “reasonably calculated to inform Class Members of (i) the
pendency of the action; (ii) the composition of the class; (iii) the issues between the parties; (iv)
the terms of the proposed settlement; and (v) the options available to class members in

connection with the proceedings.” Michels, 1997 WL 1161145, * 22 (citing In re Colt Industries

Shareholder Litigation, 155 A.D.2d at 160, 553 N.Y.S.2d at 142). “[E]ven ‘very general’

descriptions of proposed settlement[s] are sufficient because of the practical constraints on [the]
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scope of information that can be provided in class notice.” Id. (quoting Weinberger v. Kendrick,

698 F.2d 61, 70 (2d Cir. 1983)).

15. The proposed Class Notice, a copy of which is annexed hereto as Exhibit B,
complies with the requirements listed above. It provides Class Members with notice of: (i) the
pendency of the Matters (ii) the Court’s order on this Stipulation; (iii) important dates and
deadlines; (iv) the composition of the Class; (v) the background of both the 20 Year Pension Plan
and the companion Matters; (vi) the issues at stake; (vii) general information about class actions;
(viii) the terms of the proposed Settlement; (ix) the consequences of remaining in the Class; (x)
the consequences of opting out of the Class; (xi) their right to obtain or consult private counsel;
(xii) the fairness hearing and (xiii) their rights to opt-out or object to the case or Settlement both
in advance of and at the fairness hearing. The Notice also provides an Exclusion Form that may
be used to opt-out of the Class as well as an Individual Calculation Notice providing current TRS
data for the Class Member and his or her estimated Payment. The Notice will also include the
Special Tax Notice, a copy of which is annexed hereto as Exhibit A, advising those who choose
to remain in the class of their ability to “rollover” their Payment. In addition to the information
provided in the Notice itself, information about the Settlement will be posted on the websites of
the UFT, the Professional Staff Congress (the “PSC”), the Council of School Supervisors and
Administrators, (the “CSA”), TRS, and the Class Settlement Website, which will be created by

an independent vendor engaged by TRS, as described in Paragraph 16 below.

16. TRS has engaged an independent vendor to assist in the management of the
Settlement. The vendor will, by agreement of the parties, mail the above-described Notice to
each Class Member, if alive. For a Member who died while in active service, the Notice will be

mailed to the recipient of the lump sum death benefit. If the Member dies pending retirement, the
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Notice will be mailed to the five/ten year certain beneficiary, i.e., a recipient of a joint and
survivor benefit or a lump sum benefit. For a deceased Retired Member who had elected an
optional beneficiary, the Notice will be mailed to the optional beneficiary. For a deceased
Retired Member for whom there is no optional beneficiary, but there is a recipient of a lump sum
death benefit, the Notice will be mailed to the recipient of the lump sum death benefit. If the
Joint and Survivor Beneficiary is deceased, the Notice will be mailed to any Beneficiary for
whom TRS has an address or, if none, the estate of the Joint and Survivor Beneficiary. For a
deceased Member who has no beneficiaries, the Member’s Estate will receive the Notice. For a
deceased Member who has multiple beneficiaries in the same qualifying class, each of the

multiple beneficiaries will receive a Notice.

17. If the Class Member has designated an alternate payee for his or her benefits, the

Notice will be sent to that alternate payee in addition to the Class Member.

18. If the parties become aware of any returned Notices, reasonable efforts will be made
to locate the individual for whom the Notice was returned. Such efforts include checking with

the relevant Union benefits fund for a more current address.

19. The Notice was sent pursuant to the information contained in TRS’s records as of the
Calculation Date, August 31, 2008. However, Class Members will receive their Payments, as
described below, in accordance with their current status (i.e, Active Employee, Inactive

Employee, Retiree or a beneficiary thereof) at the time of payment.

PAYMENT PROCESS

20. If a Class Member is alive, the Payment will be issued to the Class Member as

described in Paragraph 9, above. For a Member who died while in active service, the Payment
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will be issued to the recipient of the death benefit. If a Class Member dies pending retirement,
the Payment will be issued to the Member’s optional beneficiary. For a deceased Retired
Member who has elected an optional beneficiary, the Payment will be issued to the optional
beneficiary. For a deceased Retired Member for whom there is no optional beneficiary, but there
is a recipient of a death benefit, the Payment will be issued to the recipient of the death benefit.
For a deceased Member who had a Joint and Survivor Beneficiary and that beneficiary is
deceased, the Payment will be issued to the non-Joint and Survivor Beneficiary for whom TRS
has an address or. If no such beneficiary can be identified, the Payment will be issued to the
estate of the Joint and Survivor Beneficiary. For a deceased Class Member who has no
beneficiaries, the Payment will be issued to the Member’s Estate. For a deceased Member who
has multiple beneficiaries in the same qualifying category of beneficiary, the Payment will be

issued to each of the multiple beneficiaries.

21. The estimated Payment provided in the Individual Calculation Notice will represent
the Member’s estimated Payment amount. Actual payments to any fractional beneficiaries will
reflect their proportional share of the Member’s Payment based upon the percentage of the
Member’s benefit that the fractional beneficiary is receiving, as stated in the Member’s
beneficiary forms. To the extent TRS is able to locate some but not all such fractional
beneficiaries of a deceased Member, those beneficiaries will receive their proportional share, as
described above. In the event that TRS cannot, through reasonable efforts, obtain the beneficiary
forms for a Class Member, then the Payment will be divided equally between/among the

Member’s fractional beneficiaries.

22. If the Class Member has designated an alternate payee for his or her benefits, the

Payment will be issued to the alternate payee. The alternate payee will receive the same
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proportion of the Payment that he or she would have been entitled to of the Member’s regular

pension distribution.

MISCELLANEOUS PROVISIONS

23. The parties agree that they will meet and make good faith attempts to resolve any
administrative issues that arise with regard to the mailing of the Class Notice, the issuing of
Payments, or the implementation of the Settlement. Such good faith cooperation will be directed
at interpreting the provisions of this Settlement and ensuring a smooth implementation of the
Settlement consistent with the intent of the parties. The parties are authorized to make such
reasonable interpretations of the procedures set out in the Settlement documents and make
reasonable adjustments to the procedures herein without further order of the Court, so long as

such interpretations and adjustments would not legally require supplemental notice to the class.

24. The parties believe that the Notice is adequate under CPLR §908 and §904 and
provides a fair explanation of the proposed Settlement. Therefore, the Notice should be approved
and sent by first class mail to all known Class Members. Because the Class consists of a definite
and identifiable population, the parties agree that mass media publication is unnecessary.

Instead, Notices of the Matters and the Settlement will also be printed in the newsletters and
posted on the websites of the UFT, the PSC, the CSA, and TRS, as well as the Class Settlement

Website.
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FINAL FAIRNESS HEARING

25. The final Fairness Hearing shall be held on September 30, 2009 at 3:00 p.m, or as

soon thereafter as the Court’s schedule would permit. As provided for in the Class Notice, the

deadline for written objections and opt-outs is August 28, 2009,

Dated: New York, New York
April 7, 2009

For: MICHAEL A. CARDOZO
Corporation Counsgl of the City of

AV

Paul Rephen

Inga Van Eysden

Assistant Corporation Counsel
100 Church Street

New York, N.Y. 10007

(212) 788-1031

-and-

Katharine H, Parker

Charles F. Seemann IIT

Kevin J. Pflug

Proskauer Rose LLP

Special Assistant Corporation Counsel
1585 Broadway

New York, N.Y. 10036

(212) 969-3000

Attorneys for Respondents/Defendants

For:

By:

STROOCK & STROOCK & LAVAN LLP

%/ﬁ%@ ~
i

180 Majden Lane
New York, NY, 10038
(212) 806-5400

-and-

Carol L. Gerstl, Esq.

United Federation of Teachers
52 Broadway

New York, NY 10004

(212) 598-9261

Attorneys for the Class
(Petitioners/Plaintiffs)

THIS STIPULATION OF SETTLEMENT IS PRELIMINARILY APPROVED
SUBJECT TO FINAL ORDER OF THE COURT TO BE MADE AFTER THE

FAIRNESS HEARING. THE CLASS NOTICE AND SPECIAL TAX NOTICE ARE

APPROVED. IT IS SO ORDERED.
. )
§7 HON. MARILYN SHAFER, JSC Dated: // / g , 2009

HONORABLE MARILYN SHAFER, JSC
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SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

PROPOSED NEW YORK CITY TEACHERS’ RETIREMENT SYSTEM
“20 YEAR PENSION” CLASS SETTLEMENT

To Class Member:

You have been identified as a potential Class member under the “20 Year Pension Class
Settlement.” As described in detail below, this Settlement relates to two matters brought by the
United Federation of Teachers and certain retirees challenging the calculation of a specific portion
of benefits available under the 20 Year Pension Plan. If you are a member of the Class described
below and choose to participate in this Settlement, you will be entitled to receive a Payment from
the New York City Teachers’ Retirement System. Please read the attached materials carefully.

Accordingly, enclosed for your attention and consideration are:

v A Notice describing the terms of the proposed Settlement, your rights and options (to obtain
benefits under, oppose, or exclude yourself from Settlement) and the process the Court will follow
in deciding whether or not to approve the Settlement.

v An Exclusion Form, to be used by a Class Member who wants to exclude himself or herself from
the Settlement and thereby exclude himself or herself from receiving money under the proposed
Settlement. To “opt out” from Settlement benefits, the Exclusion form must be returned no later
than August 28, 2009. If you wish to receive money under the Settlement, do not return the
Exclusion Form. IF YOU ARE A CLASS MEMBER, NO ACTION IS REQUIRED ON
YOUR PART TO RECEIVE A PAYMENT UNDER THE PROPOSED SETTLEMENT.

v An Individual Calculation Notice, providing certain data used in calculating your estimated
Payment amount.

v A Special Tax Notice Regarding Additional Plan Payments describing your right to rollover your
Payment amount if you are a Retired Class Member or a Beneficiary Class Member, should you
choose to participate in the Class.

v Direct Rollover Election Form. If you choose to remain in the Class and you are a Retired Class
Member or a Beneficiary Class Member, you may return the Direct Rollover Election Form which
allows you to choose whether or not to roll over your class benefit and if so, the recipient of that
rollover.

v" IN GENERAL, IF YOU ARE A RETIRED CLASS MEMBER OR THE JOINT AND
SURVIVOR OR FRACTIONAL BENEFICIARY, FIVE/TEN YEAR CERTAIN
BENEFICIARY OR ALTERNATE PAYEE OF A DECEASED CLASS MEMBER AND
YOU DO NOT RETURN THE ROLLOVER ELECTION FORM, YOUR PAYMENT WILL
BE ISSUED AUTOMATICALLY TO YOU AS A DIRECT DISTRIBUTION. SPECIAL
RULES APPLY TO RETIRED CLASS MEMBERS WHO ARE UNDER AGE 62. SEE
NOTICE FOR MORE DETAILS.

As explained in the Class Notice, you may wish to consult an attorney about your rights and options.
Please do not contact the Court directly prior to the Fairness Hearing. You may appear at the September
30, 2009 Fairness Hearing, at 3:00 p.m., either in person, or through counsel. You may also obtain
further information on the United Federation of Teachers webpage at www.uft.org, the Professional Staff
Congress webpage at www.psc-cuny.org, Council of School Supervisors & Administrators webpage at
www.csa-nyc.org, the New York City Teachers’ Retirement System webpage at www.trs.nyc.ny.us, the
Class Settlement Website at www.NY CTRSsettlement.com, or you may contact your union representative
or call the Class Settlement Hotline at 1-800-295-4716.

NY 72058851v1l



SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

RANDI WEINGARTEN, as President of the UNITED  : Index No. 103818/05
FEDERATION OF TEACHERS, Local 2, American ; (Shafer, J.)
Federation of Teachers, AFL-CIO, THOMAS
PAPPAS, DOREEN ELLIS, RONALD M. BERG, on
behalf of themselves and all others similarly situated
employed by the Board of Education of the City School
District of the City of New York,

Index No. 103819/05
(Shafer, J.)

Petitioners/Plaintiffs, NOTICE

-against- DATE FILED: April 8, 2009
BOARD OF TRUSTEES OF THE NEW YORK CITY

TEACHERS’ RETIREMENT SYSTEM, MARTHA E.

STARK, as Chairperson of the Board of Trustees of the

New York City Retirement System, WILLIAM C.

THOMPSON, JR., as Comptroller of the City of New

York; and the CITY OF NEW YORK,

Respondents/Defendants.

PROPOSED NEW YORK CITY TEACHERS’ RETIREMENT SYSTEM
“20 YEAR PENSION” CLASS SETTLEMENT

**PLEASE READ THIS NOTICE CAREFULLY, IT AFFECTS YOUR LEGAL RIGHTS**

TO:  All persons,* who are currently employed or who retired or will retire on or after July 1, 1977,
who are Tier | or Tier 11 Members of the New York City Teachers’ Retirement System (“TRS,” as
defined by the New York City Administrative Code (“N.Y.C.A.C.”) Sections 13-501(52) and (53)),
who elected or were eligible to participate in the “20 Year Pension Plan” under N.Y.C.A.C. Section
13-547(f) or 13-547(qg) (referred to as Plans “A” and “C”), and to whom, if retired (or as beneficiaries)
pension payments were payable between the date on which this action was commenced (March 18,
2005) and the date on which the records used to calculate Payments will be set (August 31, 2008).

1 This includes their estates or representatives as well as joint and surviving or fractional beneficiaries, five/ten year

certain beneficiaries or alternate payees.




YOU ARE NOTIFIED OF:
= The conditional certification of a Class of Petitioners/Plaintiffs, of which you may be a
Member. The preliminary approval of a proposed Class Action Settlement under which TRS
has agreed to pay a total amount of no more than $160 million to the Settlement Class as
provided for in the Stipulation of Settlement and this Notice.

= A Court hearing on September 30, 2009 at 3:00 p.m. to determine the fairness, reasonableness,
and adequacy of the proposed Settlement.

= Your rights as Class Members to support, participate in, obtain the benefits of, object to, or
exclude yourself (“opt out”) from the proposed Settlement.

= Your estimated Payment.

= Your right to “rollover” such Payment if you are a Retired Class Member or a Beneficiary
Class Member (as defined in Paragraph 18) and choose to participate in the Class.

= These important dates and deadlines for class members:

o 06/01/09 The Deadline for submitting supporting documentation to correct any
information contained on your Individual Calculation Notice.

o 08/03/09 The date by which TRS will mail notifications as to any correction.

o 08/28/09 The Opt Out Deadline and the Deadline to Submit Written Comments
or Objections. If you are a Retired Class Member, this is also the
deadline to elect roll over of your Payment to an IRA or
another employer plan.

o 09/30/09 The Fairness Hearing

o 12/01/09 Target Date for the commencement of the Payout Period
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l. THE LITIGATION

1. The “20 Year Pension Plan” Cases.
On March 18, 2005, the United Federation of
Teachers (“UFT”) along with three retirees
commenced two companion lawsuits on behalf
of current and retired members seeking to
correct certain alleged miscalculations of
benefits for members of the 20 Year Pension
Plan (or the “Plan”). A Declaratory Judgment
action was brought by Randi Weingarten as
President of the UFT, and by Thomas Pappas,
Doreen Ellis and Ronald M.

When the 20 Year Pension Plan was
established, it was assumed that, based on
preliminary calculations, members’
contributions would be a relatively low portion
of their salary. After the Plan was implemented,
however, contribution rates were calculated and
it became apparent that actual required
contributions would be a larger portion of
members’ salaries than expected. Accordingly,
TRS, the UFT and the City came to an
agreement that members’ regular contributions
would be reduced in exchange for extending
the time during which certain

Berg on behalf of themselves
and all others similarly
situated. An Article 78
proceeding was also brought
by Randi Weingarten, as
President of the UFT, and

Settlement Benefits are
Described in
Paragraphs 9-20

interest earned on those
contributions was used to fund
the basic retirement benefit.
Specifically, at the time of the
agreement, the 4% per annum

retirees Pappas, Ellis and Berg. The
Plaintiffs/Petitioners (hereinafter “Plaintiffs”)
in these two matters asserted various claims
against TRS, all of which alleged improper
calculation of certain aspects of the formula by
which pensions are determined under the 20
Year Pension Plan. This Class Notice concerns
a proposed Settlement of claims relating to this
alleged miscalculation.

2. Background. The 20 Year Pension
Plan was negotiated between the UFT, the
Board of Education of the City School District
of the City of New York (“BOE”), and the City
of New York (the “City”), and was
implemented through legislation that went into
effect in 1970. The Plan was created to enable
teachers and other qualifying BOE employees
to retire at a younger age with an unreduced
pension. Essentially, the Plan provided for
increased member contributions for a period of
up to 20 years in exchange for an earlier
retirement date. In most cases, a member
would not be eligible to begin receiving
benefits, however, for at least another five
years after reaching such 20 Year Date.

interest earned during the so-
called “Gap Period” (i.e., that period of time
between a member’s “20 Year Date” — when
the member has completed the required 20
years of service and may choose to stop
contributing and retire — and his or her “Earliest
Payability Date” (“EPD”) — generally the first
day on which he or she can begin receiving
benefits, defined as the later of the date on
which he or she would have had 25 years of
qualifying service or attained age 55) would be
considered part of the member’s required
contribution. (Note that for purposes of this
Class Settlement, consistent with the theory of
alleged economic loss, EPD for those Class
Members who retired as Deferred Retirees or
Demand Retirees is defined as Date of
Retirement.) By using the interest earned after
the 20 Year Date but before the EPD to fund
the basic benefit, members’ required
contributions during the first 20 years of
service could be reduced to a lower level.

In the 1990s, the UFT noticed a discrepancy
between its projection of member benefits and
the actual benefits received. Upon further
analysis, the UFT discovered that the



discrepancies arose because the portion of
interest earned during the Gap Period (“Gap
Period Interest”), used towards the basic
retirement benefit, had been increased over the
years. TRS had raised the amount of interest
used, i.e., Gap Period Interest, in tandem with
increases in the interest rate prescribed by the
New York State statute governing pension rates
(the *“Statutory Interest Rate”). The Statutory
Interest Rate was increased

Interest Rate. Defendants have also taken the
position that Class Members have not funded
more than their basic benefit, as required under
the applicable state statutes.

3. The Matters So Far. As noted in
Paragraph 1, above, in March 2005, the UFT
and three retirees commenced both a
Declaratory Judgment action and an Article 78
proceeding to correct the

by the New York State
Legislature several times
since the inception of the 20
Year Pension Plan.
Specifically, in 1977 the
Statutory  Interest  Rate

Save this Class Notice for
periodic reference regarding
rights and benefits, deadlines,
and contact information.

alleged miscalculation of
pension benefits under the
Plan. The Parties engaged
in negotiations to attempt
to settle the dispute. In and
around December 2005, it

increased from 4.0% to
5.5%, and subsequently increased in 1980 to
7.5%, in 1982 to 8.0%, and in 1988 to the
current rate of 8.25%. Defendants believed that
the Gap Period Interest Rate properly followed
the increases in the Statutory Interest Rate.
Plaintiffs have alleged that the Gap Period
Interest rate should have remained at 4% and
should not have followed the increases in the
Statutory Interest Rate.

Specifically, Plaintiffs have alleged in the
companion matters that the use of Gap Period
Interest in excess of 4% resulted in a
miscalculation of pension benefits.  This
miscalculation is alleged to cause members to
fund, through their contributions, more of their
basic benefit than was intended when the Plan
was implemented. = Monies beyond those
properly used to fund the basic retirement
benefit generally go towards providing
additional ~ benefits for the  member.
Consequently, Plaintiffs allege that members
were receiving and would otherwise receive a
pension benefit that, in some cases, is lower
than that to which they were entitled.

Defendants have taken the position that the
challenged portion of the formula was
calculated correctly based upon the Statutory

became apparent that
settlement was not forthcoming.  Shortly
thereafter, Defendants filed a motion to dismiss
Plaintiffs’ Article 78 Petition and to stay
discovery in the Declaratory Judgment action.
In October 2006, after hearing oral argument,
Justice Shafer granted the dismissal of the
contract claim and dismissed the balance of
Defendants’ motions. The parties moved ahead
with discovery. Defendants, however, sought
leave from Justice Shafer to appeal her decision
regarding the motion to dismiss the Article 78
Petition. In April 2007, Justice Shafer denied
the motion for leave to appeal and,
consequently, Defendants sought leave to
appeal from the Appellate Division, First
Department.

During the pendency of Defendants’ request for
leave to appeal, the parties reached an initial
agreement on certain discovery matters. In
June 2007, Defendants produced the data that
Plaintiffs had requested as part of discovery. In
August 2007, Defendants offered to withdraw
their request for leave to appeal in exchange for
establishing a discovery schedule.  Shortly
thereafter, the parties re-entered settlement
negotiations and, in October 2007, the parties
agreed to the proposed Settlement.



Il. ABOUT CLASS ACTIONS

4. Nature of Class Actions. Class actions
are lawsuits in which the claims and rights of
many people are decided in a single court
proceeding brought by representative Plaintiffs,
here Weingarten, Pappas, Ellis and Berg (the
“Class Representatives”). This avoids the
necessity for hundreds, or in this case, tens of
thousands of people to file similar individual
lawsuits, enables the court system to resolve
these claims in a more efficient and economical
way, and seeks to assure that prosecution and
resolution of the class claims by the class
representatives and class counsel is fair. One
benefit to the class format is that, Class
Members are not individually responsible
for the costs or fees of Class Counsel. In this
case, all such costs and fees have been
addressed separately by Plaintiff UFT and will
not reduce the amount of the Payments to Class
Members.

[I. CLASS CERTIFICATION FOR
SETTLEMENT PURPOSES

5. Class Certification. On April __,
2009, this action was conditionally certified by
this Court under the New York Civil Practice
Law and Rules 8902 as a class action for
settlement purposes on behalf of all members
of the Plan who on the “Calculation Date”
elected or were eligible to elect to participate in
the Plan (Tier | Plan A or Tier Il Plan C) and
retired or will retire on or after July 1, 1977
(and joint and surviving beneficiaries, five/ten
year certain beneficiaries, lump sum death
beneficiaries and, in the absence of any other
class of beneficiary, fractional beneficiaries,
and alternate payees of such members) and may
have claims against Defendants arising out of
the alleged miscalculation of pension benefits.
Generally, the Class includes:

€)) Retirees: All Plan “A” and “C” retired
members of the 20 Year Pension Plan whose

Earliest Payability Date (defined in Paragraph 2
above) is on or after July 1, 1977 and to whom,
either themselves or their joint and surviving or
fractional beneficiaries, five/ten year certain
beneficiaries, lump sum death beneficiaries, or
alternate payees, pension payments were
payable between March 18, 2005, the date on
which the matters were commenced (the
“Petition Date”), and August 31, 2008, the date
on which the records used to calculate the
Payments will be set (the “Calculation Date”);

(b) Inactive Employees (and joint and
surviving beneficiaries, five/ten year certain
beneficiaries, lump sum death beneficiaries
and, in the absence of any other class of
beneficiary, fractional beneficiaries, and
alternate payees). All members  who
elected or were eligible to elect Plan “A” or
“C” (and their alternate payees) as of the
Calculation Date and who were Inactive
Employees between the Petition Date and the
Calculation Date who could attain their EPD on
or before December 31, 2020 and any joint and
survivor or fractional beneficiary and/or
five/ten year certain beneficiary of such
Inactive Employee who died after completing
20 years of service; and

(©) Active Employees (or, if deceased, the
recipient of their death benefit). All
members who elected or were eligible to elect
Plan “A” or “C” (and their alternate payees) as
of the Calculation Date who were actively
employed or on leave between the Petition Date
and the Calculation Date and any joint and
survivor or fractional beneficiary and/or
five/ten year certain beneficiary of such Active
Employee who died after completing 20 years
of service.

Any Member of the Class, as defined
above, who: (i) retired or retires under a Plan
other than A or C prior to the Court’s final
approval of the Settlement; (ii) is an Inactive
Employee and will not attain their EPD prior to



December 21, 2020; or (iii) is an Inactive or
Active Employee who otherwise satisfies the
restrictions above and who was eligible to elect
Plan A or C on the Calculation Date but does
not, ultimately, elect Plan A or C prior to the
Court’s final approval of the Settlement, will
not be entitled to a payment under the Plan of
Allocation.

6. Class Claims. The Settlement Class
claims are limited to any and all claims that
were brought or could have been brought
against the Defendants in the two lawsuits
arising out of the alleged improper calculation
of pension benefits.

7. Class Representatives. UFT President
Randi Weingarten along with retirees Thomas
Pappas, Doreen Ellis and Ronald M. Berg have
been designated as the Representative Plaintiffs
for the Settlement Class.

8. Class Counsel. Alan M. Klinger and
Mark S. Wintner of Stroock & Stroock &
Lavan LLP have been designated as Class
Counsel.

V. SUMMARY OF PROPOSED
SETTLEMENT

9. The Stipulation of Settlement. The
complete Stipulation of Settlement is on file
with the New York County Clerk’s Office, 60
Centre Street, New York, NY 10007. The
Stipulation of Settlement is part of the public
record and is accessible during the regular
business hours of the Clerk’s Office. Copies
can also be accessed through the UFT or
TRS by visiting either of their websites at
www.uft.org or www.trs.nyc.ny.us as well as
the Class Settlement Website. This Class
Notice summarizes the provisions of the
Stipulation of Settlement in sufficient detail so
that most people should not need to obtain a
copy of any of the court documents themselves.

10. Overview of Benefits. The Plan of
Allocation described in this Class Notice has
been designed so that qualifying Class
Members will receive direct Payments from
TRS that will be calculated based upon a
formula that takes into account the periodic
changes in the Statutory Interest Rate used to
calculate the allegedly incorrect portion of the
formula. The impact of the alleged
miscalculation varies depending on the length
of time that an allegedly improper rate was
used and how much higher that rate was than
the original rate of 4%. Pursuant to Plaintiffs’
construct, Class Members who retired when the
Statutory Interest Rate was only slightly higher
than 4% were impacted less than Class
Members who retired when the Statutory
Interest Rate was 8.25%.  Therefore, the
settlement formula is based on when the Class
Members’ EPD occurred and the length of his
or her Gap Period. The specific method of
calculation is described further in Paragraphs
13-20 below. Please note, no action need be
taken by individual Class Members in order
for TRS to calculate whatever benefits he or
she is entitled to under the Settlement. TRS
will calculate the Payments automatically based
upon TRS’s existing records and the provisions
of the Stipulation of Settlement, as summarized
in this Notice. The amount of each Class
Member’s Payment will depend on his or her
EPD and the length of his or her Gap Period, as
defined in Paragraph 2. TRS will begin
calculating the Payments on or around
December 1, 2009 and Payments will be sent
out on a rolling basis thereafter.

11. Recommendation of Class Counsel.
Class Counsel recommends the Court’s
approval of the proposed Settlement as fair,
reasonable, and adequate, and in the best
interest of the Class Members. The Settlement
eliminates the risks and delays associated with
any contested trial and provides recovery to all
Class Members.



12. Defendants’ Position.  Defendants
deny any wrongdoing or any legal liability
arising out of the claims brought by
Plaintiffs in the two companion lawsuits.
Defendants argue that there was no
miscalculation of Class Members’ pension
benefits and that Defendants acted lawfully
in using the Statutory Interest Rate in
calculating the pension benefits of Class
Members. Defendants have agreed to the
Settlement not only because of the risk of an
adverse judgment in either of the cases, but also
because of the substantial time, expense, and
other burdens they would incur even in
successfully defending the cases. Defendants
have reserved the right to withdraw from the
Settlement Agreement if the number of Class
Members that opt out represents potential
additional liabilities that are greater than 1.5%
of the total Settlement Amount of $160 million.
This means that if Class Members with
collective potential claims exceeding $2.4
million choose to opt out, Defendants may
withdraw from the Stipulation of Settlement,
resulting in the Settlement being undone and no
Class Members receiving any benefits
hereunder.

V. THE PLAN OF ALLOCATION

13. Generally. The parties have agreed to
settle the companion cases for a total
Settlement Amount of $160 million. The
Settlement Amount will be distributed to the
Class pursuant to this Plan of Allocation, which
is intended to provide each Class Member with
a proportional share of the Settlement Amount
reflecting the Member’s alleged loss of Gap
Period Interest relative to other Class Members.
Thus, a Class Member who experienced the
alleged misapplication of higher amounts of
Gap Period Interest (generally, those who
retired after TRS began using 8.25%) for
longer periods of time would receive a larger
Payment relative to those Class Members who
experienced the alleged misapplication of

smaller amounts of Gap Period Interest (for
example, those retiring shortly after TRS began
using 5.5%) for shorter periods of time. The
differences in Payments are meant to estimate
the relative claimed losses suffered by different
Class Members. Any Payments that are
returned to TRS or go unclaimed for six
months, will be subject to Court direction.

14.  The Calculation. In order to effectuate
this Plan of Allocation, and to avoid
burdensome and difficult individual
calculations for the more than 45,000 Class
Members, the parties have agreed on average
annual dollar amounts for each year of a Class
Member’s Gap Period which represent a scaled
estimate of the Member’s relative claimed loss.
These approximate dollar amounts are provided
in the table below as “Factor A.” Which dollar
amount applies to a particular Class Member is
determined by the year of the Member’s EPD
as defined in Paragraph 2. For Class Members
who have not yet attained their EPD, the date is
projected based upon assumed continuous
service until the Member would have reached
his or her EPD. Using the EPD allows the
parties to take into account when, in the course
of the four increases in the Statutory Interest
Rate, a Member was exposed to the alleged
miscalculation. This, in turn, takes into account
the amount of interest above 4% that was
allegedly improperly applied. Therefore, as the
following table indicates, Factor A rises from
1977 to 1999 and is level from 1999 to 20009.
Factor A declines from 2010 forward to reflect
the present value at the Calculation Date of an
amount that would not be payable until a later
date. Overall, Factor A generally reflects the
increases in the Statutory Interest Rate used to
calculate benefits over those years.



Year of  Factor A

Year of Factor

| EPD 1 A 1 EPD (con’t) (con’t)

1977 $20 2005 500
1978 30 2006 500
1979 40 2007 500
1980 50 2008 500
1981 60 2009 500
1982 81 2010 462
1983 103 2011 427
1984 126 2012 394
1985 150 2013 364
1986 175 2014 336
1987 200 2015 310
1988 225 2016 286
1989 250 2017 264
1990 275 2018 244
1991 300 2019 225
1992 325 2020 208
1993 350 2021 192
1994 375 2022 177
1995 400 2023 164
1996 425 2024 152
1997 450 2025 140
1998 475 2026 129
1999 500 2027 119
2000 500 2028 110
2001 500 2029 102
2002 500 2030 94

2003 500 2031 87

2004 500 2032 80

For all Class Members who have attained
their EPD, their Payment will be determined
by multiplying the Factor A dollar amount
corresponding to their EPD year by the number
of years and months in their Gap Period,
subject to the following Gap Period parameters:

® A minimum (i.e., floor) of five years,
and
® A maximum (i.e., ceiling) of 15 years.

For Class Members who have not yet
attained their EPD, TRS will calculate a
predicted EPD based on assumed continuous
service from the Calculation Date (August 31,

2008). The corresponding Factor A amount
from the table is then multiplied by the Gap
Period, calculated using the predicted EPD.
Where a Class Member has also not yet
attained his or her 20 Year Date (used to
calculate the Gap Period), a predicted 20 Year
Date based upon assumed continuous service
from the Calculation Date will be used. This
calculation is subject to the same minimum
Gap Period (five years) and maximum Gap
Period (15 years) as described in the preceding
paragraph. Because these individuals have not
yet attained their EPD, this amount represents
monies they would be entitled to in the future.
Therefore, the Payment actually paid out will
reflect the approximate present value of this
Payment.

15. The Payment.

For Active and Inactive Class Members and
Their Related Alternate Payees.  Once
calculated as described above, pursuant to the
parameters set out in Paragraph 5 above, such
Class Members will receive their Payment as a
one-time special credit to their Increased-Take-
Home-Pay (“ITHP”) account.

For Retired Class Members and Their
Related Alternate Payees. Once calculated,
these Class Members will receive a direct
payment from TRS, unless the Class Member
elects to rollover his or her Payment, or is
under Age 62 and his or her Payment is equal
to or greater than $1,000. (As to this last group
and for more information on rollover, please
see Paragraph 18 and the enclosed Special Tax
Notice Regarding Additional Plan Payments).

For Beneficiary Class Members (including:
joint and  survivor or  fractional
beneficiaries, five/ten year  certain
beneficiaries, death benefit beneficiaries and
alternate  payees of deceased Class
Members). Like Retired Class Members, these
Class Members will receive a direct payment



from TRS unless the Class Member elects to
rollover his or her Payment. (For more
information on rollover, please see Paragraph
18 and the enclosed Special Tax Notice
Regarding Additional Plan Payments).

16. Completeness of TRS Records. As is
clear from the summary of the Plan of
Allocation in the preceding paragraphs, the
calculation requires certain information for
each Class Member. TRS was able to identify
more than 45,000 Class Members. Of the Class
Members identified, TRS believes it has
complete and reliable data for the great
majority of them. To the extent TRS is missing
specific information on a Class Member, TRS
will estimate the appropriate data based upon
the other known data contained in the record.

17.  Your Calculation. Included as part of
this Notice is an Individual Calculation
Notice containing TRS’ current information
showing your: (i) name; (ii) month and year of
birth; (iii) TRS Identification Number; (iv) the
last four digits of your Social Security Number;
(v) length of Gap Period; (vi) retirement date
(if applicable); (vii) EPD; and (viii) estimated
Payment. The estimated Payment represents
the Member’s estimated Payment amount under
the settlement. If you are a fractional
beneficiary or an alternate payee of a Member,
your Payment amount under the settlement will
be your proportional share of the Member’s
Payment based upon the percentage of the
Member’s benefit that you are receiving. To
the extent TRS is able to locate some but not all
fractional beneficiaries, those beneficiaries will
receive their proportional share, as described
above. In the event that TRS cannot, through
reasonable efforts, determine the intended
proportions to be used, the Payment will be
divided equally/among the Member’s fractional
beneficiaries. As a result, for beneficiaries, the
actual Payment may be less than the amount
stated on the Individual Calculation Notice.

Incorrect Information. If you determine that
certain  information contained in  your
Individual Calculation Notice, which affects
the amount of your Estimated Payment, is
incorrect and you have documentation
supporting the correct information, you may
mail copies of the supporting documentation to
the address stated in the Individual Calculation
Notice to make a request for correction. Any
such request for correction must be received
by June 1, 2009 in order to be considered by
TRS. If you fail to make such request prior to
June 1, 2009, you will be deemed to have
approved the information contained in your
Individual Calculation Notice. TRS will,
within its  discretion, correct challenged
information if such challenge is based upon
substantial credible evidence by August 3,
2009. TRS has the sole authority in
determining the validity of any requests for
corrections and will only grant those requests
that are supported by substantial credible
evidence. Please note that a correction may
result in a lower Payment. For guidance as to
how to present substantial credible evidence in
support of a challenge, you may contact Class
Counsel by calling Dina Kolker, Esg. at (212)
806-5400 or by sending correspondence to
Stroock & Stroock & Lavan LLP, c/o Dina
Kolker, 180 Maiden Lane, New York, New
York 10038.

18. Rollover Election. Attached to this
Notice is a Special Tax Notice Regarding
Additional Plan Payments describing your right
with regard to deciding how to receive your
Payment if you are a Retired Class Member or
a Beneficiary Class Members’ (as described in
Paragraph 15 above) . Rollover Election does
not apply to either Active or Inactive Class
Members (or their alternate payees). As
described in Paragraph 15, above, Active and
Inactive Class Members and their respective
alternate payees will receive their Payments as
a credit to their ITHP account.



For Retired Class Members and Beneficiary
Class Members, as described more completely
in the Special Tax Notice, you may choose to
rollover your Payment or have it paid directly
to you. Annexed to the Special Tax Notice is
the Direct Rollover Election Form for
Additional Plan Payments, on which, you
would make such election. If you do not
return the election form and you are age 62
or older or you will receive less than $1,000,
your Payment will be issued directly to you.
For Retired Class Members under the age of 62
who will receive a Payment of $1,000 or more,
TRS will deposit your Payment into Accounts
(“Accounts”) within TRS which maintain the
same features as ITHP Accounts except as
otherwise specified herein.  The Payments
deposited in these Accounts will be invested in
the TRS Stable-Value Fund (Variable B
Annuity Program), which is a fund that invests
primarily in Guaranteed Investment Contracts
(“GIC’s”), and shall remain in such Fund until
one of the following occurs: (i) the Retired
Class Member notifies TRS of his/her intent to
receive a distribution of the funds in his or her
Account; (ii) the Retired Class Member reaches
age 62 or dies, whichever is earlier. Absent a
prior request by the Member, once the Retired
Class Member reaches age 62, TRS will make a
good faith effort to contact the Member or
his/her surviving beneficiaries, as applicable,
and inform the Member or surviving
beneficiary of his/her distribution options.

For all Beneficiary Class Members (see
Paragraph 15, above), if the Direct Rollover
Election Form is not returned the Payment will
be made directly to such person without regard
for age or amount.

19. Unknown Class Members. Although
the parties believe that they are able to identify
nearly all the potential Class Members, because
the Class reaches back to those Members who
retired as early as 1977, TRS may not be able
to locate complete records for every Class

Member. Because the Settlement Amount is
limited, it is necessary in the initial estimation
to set aside a small portion of the total amount
to cover Class Members that may be discovered
prior to the Payment Date, and to allow for any
errors in the factual predicates of the
calculation that may need to be corrected prior
to the Payment Date. To the extent any Class
Member or any factual errors are later
identified, they must be raised no later than
June 1, 2009. Should the Court approve of the
Settlement, the actual distribution on the
Payment Date will reflect the entire Settlement
Amount. Accordingly, the distributions may be
different than the amount shown on your
Individual Calculation Notice. There will be
no further payments made, absent further
agreement by the parties and direction by the
Court.

20.  Timing of Payments. The Payment
Date is set for December 1, 2009. TRS will
begin sending out checks pursuant to the Plan
of Allocation described herein on a rolling
basis.

VI. ATTORNEYS' FEES AND
EXPENSES

21.  Class Counsel’s Fees and Expenses.
The UFT is responsible for fees and expenses
of Class Counsel.

VII.  OPT OUT RIGHTS OF CLASS
MEMBERS

22.  Opt Out Right. Because this class
action is conditionally certified under N.Y.
Civil Practice Law and Rules 8902, potential
Class Members may exclude themselves from
the Settlement Class, if they so desire. The
effects of opting out and remaining in the
Settlement Class are discussed in Paragraphs
24-27 below.

To exercise the right to opt out, you must
complete and sign the enclosed Exclusion



Form and return it, postmarked no later than
August 28, 2009, to:

NYC TRS Administrator
c/o Gilardi & Co. LLC
P.O. Box 6002

Larkspur, CA 94977-6002

The Exclusion Form should NOT be sent
directly to the Clerk of the Court.

If you file an Exclusion Form and the
Settlement is approved by the Court, you
will not be eligible to receive any money
under the Settlement.

23. Personal and Individual Choice;
Effect on Others. The decision whether to
exclude yourself from the Settlement Class is
yours alone. It should be made only after
considering the effects of that decision on your
rights. You should be aware, however, that if
potential Class Members whose Estimated
Payments account for more than 1.5% of the
total Settlement Amount opt out, Defendants
would have the option of withdrawing from the
settlement — which would affect the benefits
afforded to persons wanting to participate in the
Settlement and could lead to cancellation of the
Settlement.

Vill.  IEYOU OPT OUT

24, Effect of Exclusion. If you opt out by
August 28, 2009 (the opt out deadline):

@) You will NOT be eligible to receive
any money under the Plan of Allocation.

(b) You will retain any rights you may have
to file or pursue — at your own expense or as
part of another class action — any claims and
lawsuits against Defendants concerning the
alleged improper calculation of that portion of
the formula used to calculate a 20 Year Pension
having to do with the application of Gap Period
Interest. In the event you opt out and bring

your own claim against the Defendants, such
claim would be pursed by you at your own
expense. State laws may limit the time within
which any suits must be filed. Defendants have
taken the position in these actions that Class
Members who retired more than four months
prior to the commencement of these actions in
March 2005 may be barred by such laws. You
should consider the effect such laws may have
on your claims and may consult an attorney to
that effect. The existence or terms of the
Stipulation of Settlement or this Class Notice
cannot be used as evidence of any admission by
Defendants regarding fault, liability, level of
damages, or any similar issue.

IX. IF YOU REMAIN IN THE CLASS

25. Effects of Remaining in the
Settlement Class. If you are a Class Member
and do not opt out by the opt-out deadline, you
will remain a Class Member without taking any
further action. As a Class Member:

€)) You will be entitled to receive a
Payment pursuant to the Plan of Allocation,
described in Paragraphs 13 to 20 and the
Individual Calculation Notice.

(b) You may present any written comments
or objections concerning the proposed
Settlement you want the Court to consider at
the Fairness Hearing and may appear in person
or through counsel at the hearing. Those
objections may include objections as to the
adequacy of the Class Representatives or Class
Counsel.

(© You will be Members of the Settlement
Class whose rights are determined by the
Settlement Agreement and the Order and
Judgment and you will release any further
claims against Defendants arising out of TRS’
alleged misapplication of Gap Period Interest,
including but not limited to: (i) any and all
potential claims that were raised or could have
been raised relating to the three proposed



resolutions presented to the Board of Trustees
of TRS at their meeting held on December 21,
2000, and (i1) any and all claims arising out of
the computation of the interest rate applied to
the required member contributions during the
Gap Period. You will retain any rights to any
claims or lawsuits for matters not released by
the Settlement Agreement. State laws may limit
the time within which such actions must be
filed.

26.  Your Calculation. As described more
fully in Paragraph 17, enclosed is your
Individual Calculation Notice providing your
estimated Payment and certain information
used by TRS to calculate that estimate. If any
of the information provided in the Individual
Calculation Notice that effects the calculation
of your estimate is inaccurate, you may follow
the procedure set out in Paragraph 17, above.

217, Rollover Election. As explained in
Paragraph 18, above, and in the attached
Special Tax Notice and Election Form, for
certain Class Members, if you do not return a
completed Election Form to TRS, your
Payment will be issued directly to you.

X. FAIRNESS HEARING

28. Final Hearing; Purposes. The Court
has preliminarily approved this Settlement as
fair, reasonable, and adequate to the Settlement
Class, but the Court will conduct a hearing to
make a final determination whether the
proposed Settlement is fair, reasonable, and
adequate and should be approved. The Court
will hold the Fairness Hearing on September
30, 2009 at 3:00 p.m. at the Supreme Court
of New York, County of New York, 80
Centre Street, Rm. 276, New York, New
York 10007. The Court may, without further
notice to Class Members, continue or adjourn
and reconvene the hearing in the same or other
courthouse as may be suitable in light of any
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objections or other comments from Class
Members.

@) Any Class Member who does not elect
to be excluded from the Settlement Class may
present comments or objections to the proposed
Settlement by mailing the same, postmarked no
later than August 28, 2009 to:

NYC TRS Administrator
c/o Gilardi & Co. LLC
P.O. Box 6002

Larkspur, CA 94977-6002

Any request to appear at the Fairness Hearing,
in person or through counsel, must be clearly
indicated on the written submission and mailed,
postmarked no later than August 28, 20009.
Anyone submitting comments or objections to
the proposed Settlement no later than August
28, 2009, and providing a telephone number
where he or she may be reached, will receive
confirmation of the date and location of the
final Fairness Hearing by telephone. You may
also appear at the hearing either in person

or though counsel without submitting
written comments or objections.
(b) Class Members who support the

proposed Settlement need not appear at the
hearing or submit any comments. Any Class
Member not submitting written comments or
objections by August 28, 2009, and not
appearing at the Fairness Hearing on
September 30, 2009 either in person, or through

counsel will be deemed to have waived
objection and be foreclosed from objecting (by
appeal or otherwise) to the proposed
Settlement.

XI. REPRESENTATION

29. Employment of Attorneys. You may
retain an attorney of your own choice for
advice concerning your rights, but you will be
responsible for the fees and expenses of such
attorney. You are not required, however, to



have private counsel in order to participate in
the Class and receive money under the
proposed Settlement.

Xil.  ADDITIONAL INFORMATION

30. Court Filing. You may inspect
documents on file with the Court at the New
York County Clerk’s Office, 60 Centre Street,
New York, NY 10007, during regular business
hours and may obtain copies of these
documents (including the Stipulation of
Settlement and Order Conditionally Certifying
the Settlement Class and Preliminarily
Approving the Settlement) by payment of fees
charged by the Clerk’s Office copy machines.
Please note, the office of the Clerk of the Court
is not permitted to give legal advice.

31.  Assistance. You should save this Class
Notice for reference concerning your rights and
benefits, the important deadlines, and contact
information. You should not contact the Court.
You may obtain further information concerning
the proposed Settlement and your rights and
options in any one or more of the following
ways:

@) by visiting the UFT webpage at
www.uft.org;

(b) by visiting the Class Settlement
Webpage at
www.NY CTRSsettlement.com

(©) by calling the Class Settlement Hotline
at 800-295-4716.

(d) by visiting the TRS webpage at
WWW.1rs.nyc.ny.us;

(e) by visiting the PSC webpage at
WWW.pSC-Cuny.org;

M by visiting the CSA webpage at
WWW.CSa-nyc.rog; or

(9) by contacting representatives at these
entities.
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This Class Notice was approved on April g 2009, by the Honorable Marilyn Shafer,
Justice for the Supreme Court of the State of New York, after consulting with Class Counsel and
counsel for Defendants, for distribution to putative Class Members as an official notice of the Court.

ﬁ' RON, MARILYN SHAFER, R o

/| Honorable Marilyn Shafer, JSC

Attachment: Exclusion Form
Individual Calculation Notice
Special Tax Notice Regarding Additional Plan Payments
Direct Rollover Election Form for Additional Plan Payments
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PROPOSED NEW YORK CITY TEACHERS’ RETIREMENT SYSTEM
“20 YEAR PENSION” CLASS SETTLEMENT

EXCLUSION FORM

This is NOT a claim form. It EXCLUDES you from the Settlement Class. Use this form ONLY
if you wish to “OPT OUT” of the Settlement Class. DO NOT use this form if you want to
receive benefits under the Settlement.

IDENTITY OF INDIVIDUAL PERSON TO BE EXCLUDED FROM SETTLEMENT CLASS

First Name Middle Name/Initial Last Name TRS Identification No.

Other Names by Which You Also Are or Were Known

(e.g., Maiden Name or Court-Appointed Representative’s Name) Month and Year of Birth
Current mailing Address (or Court-Appointed Representative’s Address) (Street or P.O. Box) E-mail Address

City State ZIP Code Telephone Number (with Area Code)

Check One:

a | am the above-identified person. | am signing this form as an election to exclude myself from the New York
City Teachers’ Retirement System “20 Year Pension” Settlement Class.

a | am the guardian, custodian, executor, or other court-appointed representative of the above-identified person (or
person’s estate). | am signing this form as an election to exclude such person from the New York City Teachers’
Retirement System “20 Year Pension” Settlement Class. Please attach a copy of court order appointing you as
representative, and provide your name, mailing address, and telephone number in the above blocks as indicated.

IN DOING SO, | UNDERSTAND THAT | WILL NOT RECEIVE ANY OF THE BENEFITS PROVIDED FOR
IN THE SETTLEMENT. | ALSO UNDERSTAND THAT, IN THE EVENT | FILE MY OWN CLAIM
REGARDING ANY ALLEGED MISCALCULATIONS UNDER THE 20 YEAR PLAN, | MAY NOT PREVAIL
ON SUCH CLAIM AND THAT | WILL BE REQUIRED TO INDIVIDUALLY BEAR ALL COSTS OF
PURSUING THE CLAIM. THE CONSEQUENCES OF OPTING-OUT BY RETURNING THIS FORM ARE
EXPLAINED IN PARAGRAPH 23 OF THE CLASS NOTICE.

X X.

Date Signed Signature (Individual or Court-Appointed Representative)

To be effective as an election to be excluded from the Settlement Class, this form must be completed,
signed, and mailed (postmarked) in the provided envelope no later than August 28, 2009 to:

NYC TRS Administrator
c/o Gilardi & Co. LLC
P.O. Box 6002

Larkspur, CA 94977-6002



PROPOSED NEW YORK CITY TEACHERS’ RETIREMENT SYSTEM
“20 YEAR PENSION” CLASS SETTLEMENT

INDIVIDUAL CALCULATION NOTICE

If you have chosen to participate in the CLASS please review the information below carefully.
If you have chosen to OPT OUT of the Class, please disregard this NOTICE.

IDENTITY OF QUALIFYING 20 YEAR PENSION PLAN MEMBER

First Name Middle Name Last Name
XXX-XX-
Last 4 Digits of Soc. Sec. No. | TRS Identification No. Month & Year of Birth

CURRENT DATA

LENGTH OF GAP PERIOD RETIREMENT DATE Earliest Payability Date (“EPD")

MEMBER’S ESTIMATED PAYMENT

$$$

PLEASE REVIEW THE ABOVE INFORMATION CAREFULLY. THIS INFORMATION IS EXPLAINED IN
PARAGRAPHS 14-17 OF THE NOTICE. IF YOU DETERMINE THAT ANY OF THE ABOVE INFORMATION
IS INCORRECT PLEASE FOLLOW THE PROCEDURE BELOW TO SUBMIT SUPPORTING
DOCUMENTATION CONTAINING THE CORRECT INFORMATION.

THE ABOVE PROVIDED AMOUNT IS THE MEMBER’S ESTIMATED PAYMENT. IF YOU ARE A
SURVIVING OR FRACTIONAL BENEFICIARY OR AN ALTERNATE PAYEE OF A THE MEMBER YOUR
ACTUAL PAYMENT WILL REFLECT THE PROPORTION OF THE MEMBER’S PAYMENT THAT YOU ARE
ENTITLED TO RECEIVE UNDER THE MEMBER’S ELECTIONS. SEE PARAGRAPH 17 OF THE NOTICE

To make a REQUEST FOR CORRECTION, you must submit supporting documentation containing the correct
information regarding the item that you disagree with to:

NYC TRS Administrator
c/o Gilardi & Co. LLC
P.O. Box 8060

San Rafael, CA 94912-8060

PLEASE NOTE: Your REQUEST FOR CORRECTION must be received by June 1, 2009. If you do not make
a REQUEST FOR CORRECTION by that deadline, the information contained in this Notice will be deemed
correct and utilized in calculating your Final Payment.

* Where the Member’s name was not readily available, the beneficiary’s name, if known, will appear with an asterisk (*).



EXHIBIT C




PROPOSED NEW YORK CITY TEACHERS’ RETIREMENT SYSTEM
“20 YEAR PENSION” CLASS SETTLEMENT

SPECIAL TAX NOTICE
REGARDING ADDITIONAL PLAN PAYMENTS

THIS NOTICE APPLIES TO YOU ONLY IF YOU ARE (i) A RETIRED CLASS
MEMBER OR AN ALTERNATE PAYEE OF SUCH MEMBER; (ii) THE JOINT
ANNUITANT OR TERM CERTAIN BENEFICIARY OF A DECEASED CLASS
MEMBER; OR (iiij AN ALTERNATE PAYEE OF A DECEASED CLASS
MEMBER.

THIS NOTICE DOES NOT APPLY TO YOU IF YOU ARE AN ACTIVE OR
INACTIVE CLASS MEMBER OR AN ALTERNATE PAYEE OF SUCH MEMBER.

This notice explains how you can defer federal income tax on your Payment from TRS and
contains important information for you to consider in deciding how to receive your TRS payment.
You should read this notice before completing the Direct Rollover Election Form For
Additional Plan Payments.

This notice is provided to you because all or part of the payment that you will soon receive
as an additional payment from TRS may be eligible for rollover by you or TRS to an individual
retirement account or annuity (“IRA”) or an eligible employer plan. A rollover is a payment by you
or TRS of all or part of your Payment to another eligible employer plan or IRA that allows you to
continue to postpone taxation of that Payment until it is paid to you. Your Payment cannot be rolled
over to a SIMPLE IRA or a Coverdale Education Savings Account (formerly known as an
education IRA). An “eligible employer plan” includes (i) 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 pension plan; (ii) a Section 403(a) annuity plan; (iii) a Section
403(b) tax-sheltered annuity; and (iv) an eligible Section 457(b) plan maintained by a governmental
employer (i.e., a governmental 457 plan). Note that your Payment also can be rolled over to a Roth
IRA subject to the same limits that apply to rollovers from a traditional IRA to a Roth IRA (i.e., to
be eligible in 2008 or 2009, your adjusted gross income cannot exceed $100,000, and you must not
be married filing separately).

An eligible employer plan is not legally required to accept a rollover. TRS” TDA Program
does not accept rollovers. Before you decide to roll over your Payment to another eligible 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. If an eligible 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 TRS.
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, contact the TRS at




SUMMARY

There are two ways that you may be able to receive a TRS Payment that is eligible for

rollover:

1)

()

Certain payments can be made directly to an IRA that you establish or to an eligible
employer plan that will accept your rollover contribution (“DIRECT ROLLOVER”);
or

The payment can be PAID TO YOU.

If you choose a DIRECT ROLLOVER TO A TRADITIONAL IRA OR AN ELIGIBLE
EMPLOYER PLAN:

Your Payment will not be taxed in the current year and no income tax will be
withheld. (See Special Rules For Rollovers to Roth IRAs below).

You cannot choose a direct rollover for Payments of less than $200.

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 SIMPLE IRA or a Coverdell Education Savings Account because
these are not traditional IRAs. (See Special Rules For Rollovers to Roth IRAs
below).

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 TRS.

SPECIAL RULES FOR ROLLOVERS TO ROTH IRAs. Note that you can choose
a rollover to a Roth IRA subject to the same limits that apply to rollovers from a
traditional IRA to a Roth IRA (i.e., for tax years prior to 2008 and 2009, your
adjusted gross income cannot exceed $100,000 and you must not be married filing
separately). If you make a rollover of your distribution to a Roth IRA, the taxable
amount of your distribution will be included in your taxable income as if the
distribution was not rolled over. A rollover of your distribution to a Roth IRA
avoids the 10% tax on early distributions received prior to the date you reach age 59-
1/2, become disabled, or retire under the terms of the 20 Year Pension Plan, subject
to rules on conversions. Note: TRS is not responsible for assuring your eligibility
to make a rollover to a Roth IRA. You should consult your tax advisor if you
are interested in rolling over your distribution to a Roth IRA.

If you choose to have your Plan Payment PAID TO YOU:

You will receive only 80% of the taxable amount of the Payment, because TRS 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 amount withheld is credited
against your taxes when you file your income tax return. The 20% withholding
requirement is not an additional tax.



. If you receive the Payment before age 59-1/2 and do not roll it over, you may have to
pay an additional 10% tax.

. You can roll over all or part of the Payment by paying it to your IRA or to an eligible
employer plan that accepts your rollover within 60 days after you receive the
Payment. The amount rolled over to a traditional IRA or eligible employer plan will
not be taxed until you take it out of the traditional IRA or the eligible employer plan.
However, TRS must still withhold 20% of the Payment when it is paid to you.

. If 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 and 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
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.

MORE INFORMATION

. DIRECT ROLLOVER

A DIRECT ROLLOVER is a direct payment of the amount of your TRS Payment to an 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 above. Except for
a direct rollover to a Roth IRA, 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. In addition, no income tax withholding is required for any taxable portion of your
TRS Payment for which you choose a DIRECT ROLLOVER.

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

DIRECT ROLLOVER TO A PLAN. If you are employed by another 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 other employer’s plan does not accept a rollover, you can choose a direct
rollover to an 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
plan before making your decision.

1. PAYMENT PAID TO YOU

INCOME TAX WITHHOLDING. If your Payment can be rolled over and the payment is
made to you in cash, it is subject to 20% federal income tax withholding on the taxable portion
(state tax withholding may also apply). The Payment is taxed in the year you receive it unless,
within 60 days, you roll it over to an IRA or an eligible employer plan that accepts rollovers. If you
do not roll it over, special tax rules may apply.

MANDATORY WITHHOLDING. If any portion of your Payment can be rolled over and you
do not elect to make a DIRECT ROLLOVER, TRS 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 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. There will be no
income tax withholding if your Payments for the year are less than $200.

SIXTY-DAY ROLLOVER OPTION. If you receive a Payment that can be rolled over, you
can still decide to roll over all or part of it to an 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
an IRA or eligible employer plan within 60 days after you receive the payment. Unless you roll
over your distribution to a Roth IRA, the portion of your Payment that is rolled over will not be
taxed until you take it out of the IRA or eligible employer plan. If you roll over to a Roth IRA, the
distribution will be included in your taxable income for the year in which it was paid to you.

If you want to roll over a payment you received to a traditional IRA or eligible employer
plan, you can roll over up to 100% of your payment (that is an eligible rollover distribution as
explained above), including an amount equal to the 20% of the taxable portion that was withheld. If
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 is an eligible rollover distribution is
$10,000, and you choose to have it paid to you. You will receive $8,000, and $2,000 will be sent to
the IRS as income tax withholding. Within 60 days after receiving the $8,000, you may roll over
the entire $10,000 to 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.)
You may choose to have part of your Payment paid to you and part paid in a direct rollover to your
IRA or to a qualified plan. However, the portion paid as a direct rollover must equal at least $500.
In addition, if the taxable amount of your payment is $500 or less, you may not divide the payment
and have part of it paid to you and part of it paid in a direct rollover.

ADDITIONAL 10% TAX IF YOU ARE UNDER AGE 59-1/2. If you receive a payment from
the Plan before you reach age 59-1/2 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 are totally and permanently disabled, (3) payments that are made as part of a
series of substantially equal payments over your life or life expectancy (or your and your
beneficiary’s lives or life expectancies), (4) payments that are paid directly to the government to
satisfy a federal tax levy, (5) payments that are paid to an alternate payee under a qualified domestic
relations order, or (6) payments that do not exceed the amount of your deductible medical expenses.
See IRS Form 5329 and IRS Publication 575, Pension and Annuity Income, for more information on
the additional 10% tax.

I11.  SURVIVING SPOUSES, ALTERNATE PAYEES,
AND OTHER BENEFICIARIES

In general, the rules summarized above that apply to payments to members also apply to
payments to surviving spouses of members and to spouses or former spouses who are “alternate
payees.” Note that although state law may recognize same-sex domestic partners, a spouse for
federal tax law purposes must be a person of the opposite sex to whom you are married. You are an
alternate payee if your interest in the 20 Year Pension 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 an eligible
rollover distribution paid in a DIRECT ROLLOVER to an IRA or an eligible employer plan or paid
to you. If you have the payment paid to you, you can keep it or roll it over yourself to an IRA or to
an eligible employer plan. Thus, you have the same choices as the member.

If you are a beneficiary other than a surviving spouse or an alternate payee (a “non-spouse
beneficiary”), you may choose to have an eligible rollover distribution (as described above), paid in
a DIRECT ROLLOVER to an inherited IRA. An inherited IRA is an IRA established for the
purpose of receiving the distribution on your behalf as the beneficiary of the member (e.g., Jane
Smith as beneficiary of John Doe). You cannot choose a direct rollover to an eligible employer
plan, and you cannot choose to rollover the payment yourself within 60 days. If you choose to have
the distribution PAID TO YOU, the mandatory withholding rules described above will not apply to
you.

If you are a surviving spouse, an alternate payee, or a hon-spouse beneficiary, your Payment
is generally not subject to the additional 10% tax described above, even if you are younger than age
59-1/2.



IV. CLASS MEMBERS UNDER AGE 62 WHO DO NOT RETURN THE
DIRECT ROLLOVER ELECTION FORM AND WHOSE
PAYMENT IS GREATER THAN OR EQUAL TO $1,000.

In the event you do not return the Direct Rollover Election Form, if you are a Retired Class
Member under the age of 62 and you are receiving a Payment of $1,000 or more, TRS will deposit
the Payment for such Class Members into Accounts (“Accounts”) within TRS which maintain the
same features as ITHP accounts except as otherwise specified herein. The Payments deposited in
these Accounts will be invested in the TRS Stable-Value Fund (Variable B Annuity Program),
which is a fund that invests primarily in Guaranteed Investment Contracts (“GIC’s”), and shall
remain in such Fund until such accounts are distributed pursuant to this paragraph. The Payment
will remain in these Accounts in the Stable-Value Fund (Variable B Annuity Program) until the
Retired Class Member notifies TRS of his/her intent to receive a distribution of the funds in his or
her Account. When a Member for whom such an Account is created reaches age 62 or dies,
whichever is earlier, TRS will make a good faith effort to contact the Member or his/her surviving
beneficiaries, as applicable, and inform the Member or surviving beneficiary of his/her distribution
options.

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 a professional tax
advisor BEFORE you receive the Payment. 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.



TEACHERS’ RETIREMENT SYSTEM OF THE CITY OF NEW YORK (TRS)
55 Water Street, New York, NY 10041

PROPOSED NEW YORK CITY TEACHERS’ RETIREMENT SYSTEM
“20 YEAR PENSION” CLASS SETTLEMENT

DIRECT PAYMENT OR
DIRECT ROLLOVER ELECTION FORM FOR ADDITIONAL PLAN PAYMENTS

***THIS FORM MUST BE RETURNED NO LATER THAN[Month] __, 2009***

*If You Fail to Return this Form By [Month] ___, 2009, and You Are 62 or Older OR You Will Receive Less
Than $1,000, The Payment Will Be Paid To You.*

*1f you Fail to Return This Form By [Month] __, 2009, and You Are Under Age 62 and Will Receive $1,000 Or
More, Your Payment Will Be Paid Into The Account Described in Paragraph 1V of The Special Tax Notice*

Please read the TRS Special Tax Notice Regarding Additional Plan Payments before completing this form.
Please print in black or blue ink, and initial any changes that you make on this form.

PART A: All information must be provided.

First Name Middle Name/Initial Last Name Social Security Number

Permanent Home Address Apt. No. TRS Membership Number

City State ZIP Code Daytime Phone Number (Check One: 00 Home O Work)
PART B: Please elect ONE of the following three choices and write your initials in

the space provided next to your choice.

Initial Elect:

I:I #1: | want 100% of the Payment PAID DIRECTLY TO ME as a DIRECT PAYMENT. |
- understand that TRS is required to withhold 20% of the amount paid to me and send this
amount to the IRS to be credited against my federal taxes when | file my income tax return.

I:l #2: | want 100% of the Payment DIRECTLY ROLLED OVER to the eligible IRA or eligible
—_ employer plan (described in the TRS Special Tax Notice Regarding Additional Plan
Payments) that | name in Part C, below.

|:| #3: | want this Payment to be distributed by the following combination of methods:

iwant | | Jow(rs | |)ofthis Payment PAID DIRECTLY TO ME

as a DIRECT PAYMENT. | understand that TRS is required to withhold 20% of the
amount paid to me and send this amount to the IRS to be credited against my federal
taxes when | file my income tax return.

(If applicable, check the box directly below)

AND

| want |:|:| % (or$ l:l ) of this Payment to be DIRECTLY

ROLLED OVER to the eligible IRA or eligible employer plan that | name in Part C
of this form.




TEACHERS’ RETIREMENT SYSTEM OF THE CITY OF NEW YORK (TRS)
55 Water Street, New York, NY 10041

CONTINUED FROM PAGE 1

PART C: 1) Please listthe IRA or eligible employer plan that you want to receive this
Direct Rollover;

2) Indicate the percentage or dollar amounts of the total taxable portion
of your Payment that should be distributed to the IRA or Plan.

| want % (or $ of my benefit to be directly rolled over to:
y y

Name of Firm Type of Account (Please Check One):
O IRA [1 Eligible Employer Plan
Name of Fund/Account Account Number
Address City State Zip Code
PART D: Please read the following and sign below:

| certify that | have read the instructions and information on the TRS Special Tax Notice Regarding Additional
Plan Payments accompanying this form.

| certify that the successor program named on this form is an IRA or eligible employer plan qualified to receive
this Direct Rollover under the applicable provisions of the Internal Revenue Code. | acknowledge that such
certification is provided as a basis for TRS’ reasonable reliance on same.

| am aware that, by law, | must be given notice of a distribution not less than 30 days, nor more than 180 days,
prior to receiving it. | hereby waive this right if payment is being made within 30 days of receipt of notice.

MEMBER'’S SIGNATURE DATE (M/D/Y)

This Form Must Be Returned No Later Than [Month] ___, 2009 to the following address:

NYC TRS Administrator
c/o Gilardi & Co. LLC
P.O. Box 8060
San Rafael, CA 94912-8060




Index No.  103818/05 (Shafer, J.) 103819/05 (Shafer, I.)

SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

RANDI WEINGARTEN, as President of the UNITED
FEDERATION OF TEACHERS, Local 2, American
Federation of Teachers, AFL-CIO, THOMAS PAPPAS,
DOREEN ELLIS, RONALD M. BERG, on behalf of
themselves and all others similarly situated employed
by the Board of Education of the City School District of
the City of New York, Petitioners/Plaintiffs,
-apainst-

BOARD OF TRUSTEES OF THE NEW YORK CITY
TEACHERS' RETIREMENT SYSTEM, MARTHA E.
STARK, as Chairperson of the Board of Trustees of the
New York City Retirement System, WILLIAM C.
THOMPSON, JR., as Comptroller of the City of New
York; and the CITY OF NEW YORK,

Respondents/Defendants.

SUPPLEMENTAL AFFIRMATION OF ALAN M. KLINGER IN SUPPORT OF THE
PARTIES' JOINT MOTION TO CONDITIONALLY CERTIFY A SETTLEMENT
CL.ASS AND PRELIMINARILY APPROVE THE SETTLEMENT

STROOCK & STROOCK & LAVAN e
Atterneys for  Petitioners/Plaintiffs

180 Mapen Lane
New York, New YORK 10038-4982

212 806 5400

PLEASE TAKE NOTICE
% U that the within is a (certified) true copy of a
% wotceor  entered in the office of the clerk of the within named Court on 20
2 ENTAY
i
5 that an Order of which the within is a true copy will be presented for settlement to the Hon.

Ntml;ei oF " ofw N copym of zﬂ' Judges 6}" the within named Court,
SETTLEMENT @b
on 20 ,af M.
Dated:

STROOCK & STROOCK & L.AVAN e
Attorneys for

: 180 MaloeN Lane
To: ' New York, New YoRk $0038-4982
2t2 806 5400

Atiorney(s) for






