What is a 457 Deferred Compensation Plan?

The 457 Deferred Compensation Plan is a tax-deferred supplemental
retirement plan sponsored by the Montana Public Employees’
Retirement Board (the Board) and held in trust for the exclusive
benefit of public employees and their beneficiaries. The Plan

is authorized by Internal Revenue Code (IRC) Section 457(b)

and is subject to specific Internal Revenue Service laws and
requirements. It allows employees to voluntarily contribute a
portion of their compensation on a pre-tax basis and invest those
contributions on a tax-deferred basis. The amount invested,

plus interest credited on any fixed options and any gain on the
variable options, is not taxable until withdrawn at a future date.

How does the Plan work?

You elect the amount you wish to defer from your gross salary each
pay period and which of the offered investment option(s) you wish to
utilize. The amount you elect to defer is withheld from your paycheck
before taxes. Because this reduces the amount of federal and state tax
withheld, your net salary is not reduced by the total amount you defer.

How much can I defer?

The minimum deferral is $10 per month. Under the
governing IRC, the annual deferral limit is the lesser of
100% of “includible compensation” or the applicable dollar
limit. The applicable dollar limit for 2009 is $16,500.

When may I join the Plan?

You may join at any time. Your deferrals may become
effective as of the first day of the month following the filing
of an application and Salary Deferral Agreement (SDA).

When may I change my deferral amounts?

You may request increases, decreases or cessation of your deferrals
at any time. Requested changes may be effective as of the first

day of the month following the filing of an amended SDA.

What are my investment options under the Plan?
The Plan provides a wide range of investment options.
These are separated into two categories:

1. Fixed Option:
The Montana Fixed Fund guarantees your principal and has
a guaranteed interest rate. The guaranteed interest rate is set
each calendar quarter and may change each calendar quarter.

2. Variable Options:
These are an assortment of mutual fund options selected by
the Board with the assistance of the Employee Investment
Advisory Council (EIAC) according to the criteria established in
the Board’s adopted Investment Policy Statement. The mutual
funds do not guarantee either principal or investment results.
Values may increase or decrease based on the investment
performance of the mutual fund(s) you select. Please see
“Investment Options at a Glance” at www.mperadcplans.
com for a summary of the mutual funds currently available.
Please note that these options may change from time to
time based on the Board and EIAC’s annual review.

Can I utilize both fixed and variable investment options
and transfer funds among options?

Yes, you may invest in both the fixed and variable options, and

you may transfer funds among options at any time. To initiate
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transfers, you may use KeyTalk®—the automated voice response
system at (877) 699-4015, option 1—or access your account
online at www.mperadcplans.com.! The automated voice
response system also provides an option to talk in person with a
customer service representative during normal business hours.

When making transfers, calls placed on a business day before 2:00
p.m. MT will receive that day’s closing price for dollars transferred
out and purchase price for dollars transferred in. If calling after 2:00
p.m. MT on a business day or weekend, the transfer-out closing price
and transfer-in purchase price will be for the next business day.

Can my deferrals ever exceed the

specified dollar limit?

Yes. Two provisions of the IRC allow you to defer amounts greater
than the specified dollar limit.

1. “Regular” Catch-Up Provision:
Under the regular catch-up provision, you may defer
amounts you could have deferred in prior years, but did
not. The maximum amount that may be deferred under
the regular catch-up provision is twice the applicable
dollar limit. For 2009, the maximum is $33,000 (applicable
dollar limit of $16,500 x 2). You may take advantage of
the regular catch-up provision for any, or all, of the last
three calendar years ending before the year in which you
attain your selected normal retirement age, as defined by
your retirement system, but not later than age 70)%.

2. ‘“Additional Age 50+ Catch-Up Provision:
If you are age 50 or older, you may make additional catch-
up contributions except during years when regular catch-
up contributions are being made. The additional catch-
up amount that may be deferred is $5,500 in 2009.

What happens if I leave my employment?

When am I required to withdraw my money?

The IRC allows distribution of funds only upon retirement, separation
from service with the participating employer, or attainment of age
70%%. At the time you sever employment,

you may:

1. Keep your money invested in the Plan and, if desired, continue
to manage your money within the offered investment options

2. Withdraw your money in an elected and defined method,
subject to ordinary income tax

3. Or roll your money to another eligible employer’s plan that
accepts rollovers, or to an Individual Retirement Account (IRA)

What if I need some of my funds while still

working for my employer?

The IRC and the Plan contain two provisions that allow withdrawal
of funds while still employed. These two provisions are limited
and have strict requirements, which must first be met. They are:

1. An unforeseen emergency, which must be documented, meet
the IRC definitions and criteria, and be approved by the Board

2. A “De Minimis” withdrawal, which allows a withdrawal
while employed if your balance is $5,000 or less,
you have not deferred for the last 24 months, and
you have never before used this provision




Are any withdrawals subject to penalty?

No; under the IRC, all withdrawals—both as a terminated
employee or an active employee qualifying for a withdrawal under
the above provisions—are taxable, but there are no “penalties
for early withdrawal.” However, if 401 (k), 401 (a) or 403 (b) plan
assets from previous employers are rolled over into this 457 Plan,
then a 10% penalty for withdrawal before age 594 may apply.

Does the 457 Plan accept QDROs?
Yes; please contact the MPERA for the proper procedures and format
for filing.

May I “roll” my deferred compensation account
balance to an IRA or another tax-deferred program?
Yes. You may roll your money—upon retirement or termination
of service—into another eligible retirement plan or an IRA. If
you roll over your 457(b) account to another eligible retirement
plan or an IRA and take a withdrawal before attaining age

594 or older, you may be subject to a 10% early withdrawal
penalty. This 10% early withdrawal penalty does not apply

to 457(b) account withdrawals made from the 457 Plan.

How often are Statements of Accounts generated?
Statements of Accounts are generated each quarter and include
a complete history of your activity for that quarter. For each
investment option it shows the contributions, earnings or
losses, fees, and beginning and ending account balances. They
are normally mailed within a few weeks after the end of the
calendar quarter directly to the participant’s home address.

What are the fees to participate in the Plan?
There are two “types” of fees within the Plan:

1. An administrative fee, which includes a $5/year ($1.25/
quarter) fee plus a “graduated” asset-based fee. The annual
asset-based fee varies, depending on your account balance.
The first $20,000 (in your account) will be charged 0.35%, the
next $30,000 will be charged 0.25%, and the next $50,000 will
be charged 0.15%. This fee is prorated across all investment
options and is an explicit dollar amount on the statement.

2. Investment management fees

A. Each fund has its own fund operating expenses that
vary depending on the investment options you select.
(Refer to “Investment Options at a Glance.”)

B. The Montana Fixed Fund also has an investment
management fee of approximately 0.40%—the quarterly
declared rate is net of this management fee.

Summary of State Deferred Compensation Plan:

Disadvantages

e Accessibility
You may not receive your funds until you sever employment—
except in the two circumstances previously noted.

e  Defined Plan Investment Options
Only those options within the Plan are available; these options
may not always meet your individual criteria.

Advantages

e  Tax Deferred
Taxes on your deferrals plus any accumulated gains
are deferred until funds are distributed.

e  Convenient Investing

Payroll deduction makes it easy for you to invest regularly
in the various available options, which cover all asset class
categories.

e  Additional Financial and Retirement Security
Investing in the Plan “helps you help yourself”
to attain a more secure financial future.

e  Assistance from Professionals
The Asset Guidance Tool is available through Great-West
Retirement Services® to help you determine your personal
risk and return comfort level and to illustrate investment
allocations tailored to your investment objectives.

° Local Representatives
Great-West Retirement Services also has representatives
available in Montana to help you determine your personal
risk and return comfort level and determine investment
allocations tailored to your personal objectives and strategies.

Selection of Investment Options
The Board, with the assistance of the EIAC and an outside

consultant, reviews all offered investment options annually. The
annual review ensures that the offered investment options meet
the criteria established in the Board’s Investment Policy Statement
and provide appropriate and sufficient opportunity to diversify.?

Please consider the investment objectives, risks, fees and
expenses carefully before investing. For this and other
important information you may obtain prospectuses for
mutual funds and disclosure documents from your registered
representative. Read them carefully before investing.

1 Access to KeyTalk and the Web site may be limited or unavailable during
periods of peak demand, market volatility, systems upgrades/maintenance or
other reasons. Transfer requests made via the Web site or KeyTalk received on
business days prior to close of the New York Stock Exchange (2:00 p.m. MT or
earlier on some holidays or other special circumstances) will be initiated at the
close of business the same day the request was received. The actual effective
date of your transaction may vary depending on the investment option selected.

2 Diversification of an investment portfolio does not ensure a
profit and does not protect against loss in declining markets.

Securities, when offered, are offered through GWFS Equities, Inc., a wholly
owned subsidiary of Great-West Life & Annuity Insurance Company.

Investment options offered through a combination of mutual funds and a fixed
investment option. Representatives of GWFS Equities, Inc. are not registered
investment advisers and cannot offer financial, legal or tax advice. Please
consult with your financial planner, attorney and/or tax adviser as needed.
GWEFS Equities, Inc., or one or more of its affiliates, may receive a fee from the
investment option provider for providing certain recordkeeping, distribution
and administrative services. Great-West Retirement Services® refers to products
and services provided by Great-West Life & Annuity Insurance Company and
its subsidiaries and affiliates. Not intended for use in New York. Great-West
Retirement Services® and KeyTalk® are registered service marks of Great-West
Life & Annuity Insurance Company.
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