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Plans

by Brian H. Graff, Esq. eld together by cellophane tape and often stretching
Congress went on recess over the upwards of six feet, those green twelve columnAccount-

holidays. Unfortunately, the firestor . . . .
over cash balance plans continuedfto N9 Work Sheets were symbolic of the actuarial valuation of

rage on. Congressional staffers afid Defined Benefit Plans of thirty-something years ago. (I'll not be
interested groups, including ASPA,  too specific here.) They required days of manual calculations.

continued to have meetings to discugss . . .
issues surrounding the cash balarfe | N0S€ same calculations are now done in a fraction of a second

plan controversy throughout Deceny-  on my laptop computer which probably represents more comput-
ber and January. In addition, ASPR jng nower than existed in the entire world at that time. Then,
worked with the Academy of Actuar . . . .
ies to develop an ad for Capitol Hif @nnual statements for profit sharing plans, typically were deliv-
newspapers responding to criicismre- - ered three to six months following the plan year end. Now daily-
ceived by the actuarial profession f@r : .
s role in the development of cash b valued 401(k) plans provide, mo.st. typically, quart.er!y hard
ance plans and clarifying that the prp- COPY Statements sent to the participant’s home within a few
fession supports full and meaningfdl - husiness days of the quarter end; these plans often also allow
disclosure to all participants. A cop . . . .

participants to optionally create their own statement every-

of this ad is reproduced at the end pf _ _ _ ;
this article. day via access to their account information over the Internet.

Frankly, from a substantive stand-
point, disclosure is just the beginni
of the story. In my view, any pensio
legislation enacted this year woul
have to contain a package of proyi-
sions addressing the cash balance cpn- IN THIS | SSUE

troversy. Atthis point, itis aimost take
for granted that the package will i EFAST: A New Acronym to Remember 3 « Required Minimum Distribution
.. . Transitional Rules 4 « ASPA ASAPs Continue To Inform 5 « Hardship

cludeaprOV|S|onS|gn|ﬁcantlyenhan Withdrawals 6 « IRS Releases GUST Restatement Procedure For Prototype
ing the notice requirements undér Plans 8 = New Members 11 « Eidson Nominations 13 « 401(k) Hardship

; ; Withdrawals Checklist 18 « ABCD’s Commitment to High Standards 22
sectl_on 204(h) of E_RISA' ASY&fIOU Focus on ABCs 23 »« ASPA Then and Now 26 =« Reflections of a Past
versions of these disclosure bills haye president 27 - Midstates Benefits Conference 28 = Business Leadership
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Technology and the financial in- years ago, Pensions 101 taught us
dustry have revolutionized the basighat the ultimate in an employer re-
upon which this country accumulatestirement program was a simple De-
reserves for retirement. Over thirtyfined Benefit Plan providing




-4y

guaranteed benefits. Upon that wa
superimposed a profit sharing plan
providing additional opportunities
stemming from company successep
and investment gains. For the past 1
years, Defined Benefit Plans have
been replaced at an alarming rate by
Defined Contribution Plans, espe-
cially the 401(k) variety. And in many
cases plans simply have not been e$-
tablished. On the surface, this trenc
may not appear to be a scenario of

A=

ASPA NEEDS YOUR HELP

The DOL Committee, an ASPA Government Affairs Committe
needs to talk with anyone who has received a subpoena of its re
as part of a DOL service provider audit within the last five years.

As soon as possible, please contact

Marty Heming, APM, Esq., at Reish and Luftman

Phone: 310-478-5656 x263
Fax: 310-478-5831
E-mail: martyheming@reish.com
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great concern. It has made businesgithdrawals, distributions upon ter- planning — Social Security, pensions
more competitive; it now gives em- mination of employment, etc. (3) Forand savings — has been replaced by
ployees more control over their re-Baby Boomers (those born during thea new, four-legged model. The fourth
tirement destiny, and there is ayears 1947 to 1965), the accumulateg: work.” The longer span of re-
natural euphoria when looking at antions may just be too small to pro-tirement referred to results from in-
account balance statement that haguce that standard replacement raticreasing longevity due to the
shown the kind of investment resultof 70% to 80% of pre-retirement in-tremendous recent medical ad-
we have seen for the past 10 yeargome. In e&Chicago Tribundnternet vances.

The problems are, on the other handiddition article on January t2oy

| believe there are multiple reasons

that: (1) The market will make down- Melanie Trottman, it was pointed outto question the viability of the fourth
ward-adjustments, that is certain, it'sthat “Very few Boomers have savedleg as an effective solution. One is,
just a matter of when. (2) Accumu-enough to pay for a regular span ofvill we really retire as late as we
lations under 401(k) plans are tooretirement, much less a far longetthink? If we take a look at The Ninth
readily available to the participantsone. The result is that the old threeAnnual Retirement Conference

prior to retirement — loans, hardshiplegged stool of retirement-income
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EFAST. A New Acronym
to Remember

by Gary R. Saake, VP/Systems DATAIR Employee Benefit Systems, Inc.

uestion: What do you get when you combine thebe optically scanned. Only original

transfer of the 5500 program from the IRS to DO[orms may be used. No photocopies
r downloaded forms may be used be-

outsourcing the projectto a private sector contractor, and th€8e of the blue ink. The DOL is ex-

subcontracting it to seven other vendors? pected to mail the filing packages with

- the hand-print forms to plan sponsors
Answer #1: The ERISA Filing Acceptance System, a.Ki@mid-February 2000.

‘EFAST. Machine Print (MP) Forms:

These are forms that are completed
by special computer software, such as

Background... was then awarded a contract to proDATAIR's Pension Reporter/Windows

, vide forms and processing services fofnd Peak 1's Hyperprep Windows soft-
As John Helms, the DOL's EFAST .\ i & years. ware. These forms include a two-di-

Project Director, put it, "For 24 years e NCS is the primary contrac- mensional barcode that contains all of
the IRS h"?ls been trying to fit t_he 550qor, they have subcontracted it to sevethe data on the forms. Rather than the
program into a system designed 1q, o) companies; the most notabl@ctual letters and numbers printed on
handle 1040s, and it just didn't Workbeing Nelco, Inc., which is responsiblethe form being read, the data are read
very well.” So, in 1993, the DOL be- ¢ "¢y design, and development ofby scanning the barcode. In tests, NCS
gan the campaign to take over respory, s - sacifications, and proceduredias found that the accuracy of reading

sibility for the 5500 program from the ic fili i the barcode is virtually 100%. That
IRS. After a false start or two. the D OI_for electronic filing and marketing of y

Answer #2: A lot of confusion.

_ : S ) the EFAST program. really matters as they are processing
ISnowin cqntrol, beginning with 1999 1.2 million 5500 returns, consisting of
plan year filings. Two types of forms... over 20 million pages each year. The

Rather than design, publish, and i i DOL released the first phase of speci-
process the forms internally, the DOL Because of the desire for highly au P P

: tomated processing, there will be twdications in mid-January to software
decided to outsource the process to th ifferent types of forms created eactievelopers. They expect to deliver the

private sector and held a competitive : . - bal f th ificati b
N . year, hand-print and machine-print. Palance o the specifications between
bidding process where two companlesY P P now and early April 2000.

National Computer Systems, Inc.Hand Print (HP) Forms:
(NCS) and Wang Federal Systems, re- These are forms that will be com- Two ways to file...
ceived contracts to create mock-upleted by a manual process such as pen
proof-of-concept systems. The win-pencil, or typewriter. They are printed
ner of that competition was NCS, whowith blue drop-out ink so that they can

'In addition to the traditional pa-
per form filing, the NCS is also

Continued on page 12

TIMELINE

1966 1967 1968

ASPA incorporates as non-profit corporationHarry T. Eidson writes ASPAS first publica- Eidson’s 1967 publication receives copyright
under the statutes of the State of Texas. Cotion, Actuarial Calculations of the Auxiliary and is mailed to members, colleges and uni-
Harry T. Eidson, CLU, is founding President Fund in Pension Plans Utilizing Whole Life versities, which starts the process of many
of ASPA. First ASPA office opens in Ft. Insurance and donates it to ASPA. people seriously studying to become pension
Worth, Texas. actuaries.
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Required Minimum Distribution
Transitional Rules

by Warren T. Marshall, J.D., LL.M.

BJPA modified the definition of the “required beginningostponing commencement of

date” (“‘RBD”) by which a plan participant must com?:]ztx?ﬁggs until an employee’s

mence qualified retirement plan distributidsiter 1996, fora  an employer may apply opera-

participant other than a“5% owner” (see discussion below) oftpeally the post-1996 RBD defini-

) ) . tion t | ther than 5%
employer, the RBD is the April 1 of the calendar year foIIowuiﬁ,?] e(r)s)e :,nvﬁ Ooﬁfasi'n((;g s r7012 nafte(;

the calendar year in which occurs taer of separation from 1995 and have not retired, notwith-

serviceor attainment of age 70%2. A plan which the sponsorifignding that the plan's terms cur-
.. rently require distributions to
employer has not updated for the SBJPA law changes still I@mence no later than the April 1

contain the pre-1997 RBD definition. Under the pre-1997 RBbthe calendar year following the

definition, the plan had to commence distributions no later ti§gp!oyee’s attaining age 7G¥ahe
employer maintains the plan’s quali-

April 1 following the calendar year in which an employegq status by operating the plan in
attained age 70%, even if the employee continued working fortwerdance with the new RBD defi-

employer. During the “GUST” remedial amendment period f3yo" and ignoring the plan's more
restrictive mandatory distribution

SBJPA and other law changes, an employer has some flexigiliéyision, and then amending the
with respect to the timing of commencement of distributiopign no later than the last day of the

after age 70% but before the “new” post-1996 RBD. Tﬁérzg'?r']:Tg\?vdgggtg;:méﬂ_'ncor'

remedial amendment period currently ends for most employegs ,mpe #1. Corporation X
onthe lastday ofthe 2000 plan yeAn employer does not need maintains a qualified 401(k)

to amend its plan before the end of the remedial amendme;?ﬁ”'XhaS notamendedthe plan
or SBJPA law changes, includ-

period to reflect the post-1996 RBD definition. However, if théng the change in the RBD defi-

employer wishes to limit distribution options to post-age 70%hition. X wishes to permit
ployees who continue em-
employees, the employer may want to amend the plan before lﬁgyment bast age 70% the flex-

end of the remedial amendment period. Practitioners have captity to delay commencement
tinued to raise questions regarding the application of the pogtt plan distributions as long as
1996 RBD definiti This article di | opti possible. X need not amend its

e |n|.|on. is artic e. |§cu§ses several op |9r.ls aJan before the last day of the re-
employer has with respect to distributions after a participantedial amendment period, and

attains age 70%. may apply operationally the new
Continued on page 14
1969 1970 1971

James (Kirk) Kirkpatrick is appointed the first ASPA's membership reaches approximatelyASPA authorizes the use of the standardized
Chairman of ASPAs Educational Committee.280 members. Computer-to-computer com-abbreviations to appear after the name of
ASPA holds its first annual conference atmunication expands as Dept. of Defense esMember (MSPA) or Fellow (FSPA). Intel
Purdue University with approximately 39 at- tablishes four nodes on the ARPANET, pavingdevelops first microprocessor; IBM team in-
tendees. The United States puts the first mathe way for development of the Internet. vents the first 8 inch floppy disk.

on the moon. The Intel Corporation is formed.
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ASPA ASAPs Continue
To Inform

by Kevin J. Donovan, APM, CPA

s we enter the year 2000, we enter thgdar of the  1999-10 was authored by Robert

ASPA ASARervice. As 1999 came to a close so digehter and contained an analysis of
Revenue Procedure 99-23, in which

another successful year for the program. Our intent s to KRERRs extended the GUST reme-
you up-to-date with late breaking pension developments. dhyamendment period to the last day

‘ . . of the 2000 plan year;
intent here is to summarize tA&SAPsthat were produced 1999-11, authored by Brian Graff,

during 1999 and to thank the authors for their time and effQits an explanation of the USA Ac-

in making the service one of the best information servicescopnt proposal as announced by

the market today. The following is a discussion of the 19%%%3?}2?”%"?;? éZZ?EAOTZtﬂ?SO‘:’m_

ASAR. posal);

1999-1, authored by Fred Reishcluded an enhancement of the TVCA 1999-12, authored by the ReISh-
) . shton team, summarized various
and Bruce Ashton, was a discussiomprogram for 403(b) plans; I - -
; L . . activities at the DOL, including de-
of the “Best Practices” Memo for 1999-6, by Kathryn Smith, dis- posits of 401 (k) deferrals and 401 (k)
Walk-in CAP issued by the IRS;  cussed the court case 8ka Ray ces:
1999-2, authored by ASPAs Ex- Employees’ Stock Ownership andf 19'99_13 was our rate chart for the
ecutive Director Brian Graff, was an Profit Sharing Plan et. al. v. Daniel second quarter:
update on the DOL activity in the Robinson, et. al.a case involving 1999-14 a'gain by Theresa
area of small plan reporting require-a potential partial termination; Lensander éxplained the 403(b) au-
ments; 1999-7, authored by Brian Graff, dit guidelir’IeS as published in the
1999-3, authored by Cheryl Mor- summarized the proposed pension reEmponee Plans Examination Guide-
gan, discussed Notice 99-5, thdorm legislation known as the lines Handbook:
S.ervi.ce’s'transition rule for ha_rd_ship Portman-Cardin bill; 1999-15, auth,ore d by Brian Graff,
dlstrlbutl_on_s’ gtatus as eligible 1999-8 was our quarterly r_ateserved as an update on pension reform:
rollover distributions; chart. Each quarter our subscribers ; gq9 16 by Derrin Watson, dis-
1999-4 contained Brian Graff's receive a chart showing relevant, ... ina afest in the Microsoft tem-
synopsis of the pension provisionsPBGC and IRS rates for the precedborary/leased employee cases:
contained in the President’s fiscaling 15 months; 1999-17, again by Brian éraﬁ‘
year 2000 budget proposal; 1999-9 was authored by YOUrs . iained a;summary of the pensic;n
1999-5, authored by Theresatruly and summarized the restructur-
Lensander, was a discussion of Reving of the EA exams as set forth in

enue Procedure 99-13, which in-Announcement 99-25: Continued on page 17

1972 1973 1974

ASPAs membership reaches approximatelyOriginal ASPA logo design (central theme of ERISA. The actuarial certification process
640. First 5 FSPA designations are earnedan abacus) is registered with Patent Officeand the “Enrolled Actuary” status are created.
The first e-mail message is sent via theThis abacus logo contains the imbedded nuASPAs annual conference at the Mayflower
ARPANET, utilizing @ for addresses. meric solution to ASPASs first “one question” Hotel in Washington, DC is attended by ap-
exam problem originally developed to obtainproximately 800 people; the conference
membership into ASPA. theme: “ERISA —A Whole New Ballgame!”
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to review the hardship rules in gen-

Hardship eral

The first consideration when pro-
With d rawal S cessing a hardship withdrawal is
whether the participant qualifies for
a hardship distribution. This deter-
mination is made based on both the
specific terms of the plan and any

he IRS Restructuring and Reform Act of 1998 (RRA ‘9@jitten hardship procedure, as well
the regulations in this area. With

modified certain aspects of the rules regarding ha‘fl Spect to hardship withdrawals of
ship distributions from 401(k) plans. As a result, hardskhpctive amounts, the regulations pro-

withdrawals of elective contributions from a 401(k) or 403(55je that a distribution may be made
provided it satisfies the following

arrangement will no longer be considered an eligible rolloygfiors:
distribution. Therefore, they are no longer eligible far the withdrawal must be on ac-
rollover into an IRA, and they are exempt from the 20%count of a participant's immedi-

: ) . . te and h financial need.
mandatory withholding tax that applies to eligible rollover 21 8N¢ Neavy financiainee

L . . . 2, The withdrawal must be necessary
distributions. The primary reason for this change was tQ, saiisty the need.

prevent participants from avoiding the 10% early withdrawalyhen determining if these stan-
penalty tax by rolling over their hardship distributions into @ards are met, the regulations [Treas

IRA. The change became effective for any hardship distrifjjg3 1-401()-1(d)@)] offer two ac-
Ceptable determinations. Either of

tion made after December 31, 1998; however, subsequemid@iowing methods can be applied

the change in the law, the IRS released Notice 99-5, whigach of the two standards. The ac-

: " ) . table determinati ;
provided transition relief until January 1, 2000. As a resultGf oc Geerminations are

. . _» Relevant facts and circumstances
Notice 99-5, sponsors and recordkeepers had the option {Q 4nq

process hardship distributions during 1999 using either th@nhe safe harbor test.
old or the new rules. This was to give practitioners sufficientinder the facts and circum-

time to update their procedures and systems. stances test, the determination of
the immediate and heavy financial

It is important to note that the withholding and are eligible to be need is based on all relevant facts
change in the law applies to electiverolled over to an IRA. [Note: There and circumstances being consid-
contributions to 401(k) and 403(b)is an exception for qualified nonelec-ered. A plan that uses this method
plans only. Any hardship distribu- tive contributions (QNECs) and should establish guidelines as a
tions of employer nonelective con-qualified matching contributions basis for what they would consider
tributions under a profit sharing plan(QMACS).] an acceptable hardship. The crite-
or stock bonus plan (including any Since RRA ‘98 has brought ourria for determining whether a hard-
employer match) are still consideredattention to the administratively bur-ship request is an immediate and
eligible rollover distributions and, as densome task of processing hardshipeavy financial need should be pre-
a result, are subject to mandatorywithdrawals, it may be a good timecise, nondiscriminatory, and in

by Richard Levesque, Milliman & Robertson

1975 1976 1977

ASPA moves its office from Fort Worth, ASPAs membership reaches 1,350. TheASPA offers the first Business Techniques
Texas to Washington, DC. Joseph P. LearyJnited States celebrates the “Bicentennial."seminar.

Esq., serves as the first Executive Director ofT he first computerized word processor is in-

ASPA. ASPAs CPC curriculum is developed troduced by Wang Laboratories — price:

and the CPC program begins. Bill Gates an&30,000.

Paul Allen form Microsoft.
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writing. The regulations specifi-

cally note that the need to purchaseetermination of the immediate

material objects such as a boatnd heavy financial need can only
be satisfied if the hardship is as a
When applying the facts and cir-result of one of the following rea-

cumstances determination, whethesons:

would not meet this standard.

isfy the need is also determined by
considering all relevant facts and
circumstances. When making this
determination, all financial re-

sources available to the employee
should be considered. This would

spouse and/or children, as long as
they are readily available to the
employee. A determination would
need to be made that the need car®
not be satisfied from these sources.
Since this determination would in-
volve personal insight into the
employee’s finances, the regula-
tions allow for a written statement
from the employee as an acceptable
alternative. The written statement4,
should state that the need could not
be satisfied through any of the fol-
lowing means:

1.

2.

Reimbursement or compensa-
tion by insurance or otherwise;

Liquidation of the participant’s
assets;

include financial resources from a2' Costs related to the purchase of

mum amount of elective defer-
rals the participant may make in
the taxable year following the
taxable year in which a hardship
occurred is reduced by the
amount of elective contributions
made in the taxable year in
which the hardship occurred;
and

The participant is suspended
from making elective contribu-
tions and/or voluntary contribu-
tions to all plans of deferred
compensation, whether or not
gualified, maintained by the em-
ployer for at least 12 months af-

" ter the hardship occurred.
Payment of tuition, related edu- o P _
cational fees, and room and !f & participant is suspended
board expenses for the next 15fom making elective contributions
tion for the participant or the D€ considered an eligible employee

participant's spouse, children, orfor purposes of the actual deferral
dependents; or percentage (ADP) test if they

would be eligible to defer if the
Payment of amounts necessar

)éuspension were not in place
to prevent the eviction of the par- i .
ticipant from the participant’s [Treas. Reg. 1.401(k)-1(g)(4)(1].

rincipal residence or foreclo- The plan sponsor may adopt ei-
P P ther methodology for either test.
sure on the mortgage of the

articipant’s principal residence For example, if the plan sponsor
P P P P "wants flexibility in stating the

When testing the necessity stangyailable guidelines for hardships

Under the safe harbor test, the

curred by the participant, the
participant’s spouse, or any of
the participant’s dependents, adl.
well as expenses incurred in ob-
taining medical care;

the participant’'s principal resi-
dence (excluding mortgage pay-
ments);

dard under the safe harbor test, thgut wants to avoid a persona| re-
. Ceasing of elective and/or VOI_Standard is satisfied onIy if all of view of the emp|0yee’s finances,

untary contributions under thethe following requirements are met:the plan should adopt the facts and

plan; 1.

. Other distributions or nontax-

able loans from the plans in
which the employee partici- 2.
pates; or

. Borrowing from commercial

sources on reasonable commer-

cial terms.
3

1978

Amount of distribution does not circumstances test for the determi-
exceed the amount necessary toation standard and the safe harbor
relieve the financial need: test for necessity standard.

Unlike money purchase pension
and defined benefit plans, profit
sharing plans and stock bonus plans
can allow for hardship distribu-
tions. However, non-401(k) hard-
ship distributions (including

All other distributions available
to the participant, including non-
taxable loans from all plans
maintained by the employer
have been made;

. All plans maintained by the M- yictibtions of matching amounts

ployer provide that the maxi- Continued on page 17

1979 1980

Employee Benefit Research Institute (EBRI)After several Executive Directors have servedASPA hosts its annual conference in New

is established as a non-profit, non-partisarASPA for short terms, ASPA hires ChesterOrleans; this is the last year the annual con-
organization committed to economic security(Chet) J. Salkind, Esq., bringing stability to ference is held at a site other than Washing-
and employee benefits. The 5 ¥ inch floppythe office. VISICALC software hits the mar- ton, DC. Seagate Technology creates the first
disk becomes the standard medium for perket to automate spreadsheet calculation andard drive for microcomputers.

sonal computer software.

sells over 10,000 copies in one year.
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RS Releases GUST
Restatement Procedure For
Prototype Plans

by John P. Griffin, J.D., LL.M. and Charles D. Lockwood, J.D., LL.M.

he wait is over! The Internal Revenue Service finaliyair’ a standardized defined benefit

has issued the much-anticipated procedure for together with a standardized
efined contribution plan is available

submission of prototype retirement plans for all GUST |a¥¢ ail M&P sponsors.
changes. Revenue Procedure 2000-20 also addresses theprocedure retains the prior for-

. . . t for M&P plans. Thus, an M&P
opening of the volume submitter program. While Rev. Prot. o' o o oo plan docu-

2000-20 does not specifically address the submissionmefit and associated adoption agree
individually-designed plans, it indicates that the IRS willents. The basic plan document

. . . cgntains the non-elective provisions of
open the determination letter program “in the near futurge njan, while the adoption agreement

The highlight of the procedure is minister the unified program out of Provides for the employer elections
the special extension of the remediaits national office in Washington, DC. With respect to specific plan options.
amendment period that IRS provides The unified prototype program Adoption agreements may be de-
to employers that use prototype andjenerally will utilize the terminology Signed in the form of standardized,
volume submitter plans for their from the old national prototype pro- "onstandardized or nonstandardized
GUST restatements. This extensiomram. For example, all prototypeSafe harbor agreements.
is discussed in detail later in this ar-sponsors will receive “opinion let- \gp document requirements

ticle. ters” (rather than “notification let-  The revenue procedure outlines in
- ters” previously issued to regionalyetail d t i ts f

New “Unified” Prototype ) etail document requirements for

Approach prototype sponsors) on their ap-\igp plans. Among these require-

i)roved plans. IRS will refer to enti- ments are:

th Rev.t_Prolc. 29[0:)'20 consolidate ies that sponsor prototype plans as Uniformity requirement
e national prototype program and., e SpONSOrs? ty req .

the regional prototype program into Generally, all allocation and benefit
asingle “unified” program. Any or-  “Best of both worlds” approach formulas in an M&P plan, includ-
ganization (a financial institution, a  The unified procedure generally  jng a nonstandardized plan, must be
law firm, an accounting firm, an ac-incorporates the best features of the njform for all participants. Excep-
tuarial firm, a third party administra- prior national and regional prototype  tions are provided for Davis-Bacon
tor, etc.) that wishes to sponsor grocedures. For example, employ- pjans, top-heavy provisions, and
prototype plan for use by its clientsers will have the ability under any  ynjform points plans. One conse-
will use the procedures outlined innonstandardized prototype plan to gyence of this requirement is that
Rev. Proc. 2000-20. The IRS will ad-amend certain trust provisions relat- 5y M&P plan cannot provide for a

ing to the plan. Also, the ability to  «crgss-tested” allocation formula,

1981 1982 1983

ERTA. IBM introduces first PC, utilizing MS TEFRA drastically changes the small planThe Internet is born, as ARPANET is split
DOS as the operating system. market. Concept of “top-heavy” is intro- into military and civilian sections.

duced. ASPA offers Business Technique

seminars on both East and West coasts for

the first time.
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including a “new comparability” ¢ Safe harbor 401(k) M&P plans.  mitter plan sponsors may submit speci-
or age-weighted formufa.Spon- A M&P plan may allow the adop- Men plans for advisory letters begin-
sors wishing to utilize a cross- o of safe harbor 401(k) features,Ning on March 8, 2000.

tested formula for their clients will  \yhich generally allow employersto A mass submitter is an organization
be required to sponsor a volume 5y0id some or all ADP and ACP (CORBEL, McKay Hochman, Univer-
submitter plan or draft individu-  testing. A nonstandardized planS@ Pensions, etc.) that markets plans
ally-designed cross-tested plans.  may allow an employer to make thefor use by M&P sponsors (banks, in-

- GUST operational compliance safe harbor contribution in anotherSurance companies, law firms, third
provisions. plan. However, a standardized plarfParty administrators, etc.). M&P spon-
An M&P plan must include pro- ~ May allowthe employ_ertq make thesorsdthat LI:[IHZG amass _subm|tter ptl)an
visions that allow an employer to Safe harbor contribution in another”]tae n|°t avehany_lrlnlrélmun;] ”UIm er
specify the method of operational Plan only if itis a “paired plan= O €MP oyers that will adopt the plans.

compliance during the GUST re-+ No application of family aggrega- However, an M&P sponsor that does

! . . RN not use a mass submitter document
medial amendment period. These tion or Code §415(e) limitation. must represent to the IRS that one of

provisions can take the form of & an MgP plan may not allow the the sponsor’s basic plan documents
"snap-off” section of the adoption - ¢oninued application of family ag- will be adopted by at least 30 employ-
agreement. The entire GUST 0p-  greqgation or the Code §415(€) limi-grs.

erational section of the adoption  tati0n, However, special accommo- For M&P sponsors that use a mass
agreement may be ‘snapped off" - gation is made for plan operationsubmitter plan, the mass submitter
for employers that do not need 1o gyring the GUST remedial amend-must submit applications for opin-
restate retroactively for the GUST  ment period. ion letters on behalf of the M&P

law change.zs. _ « Special rule for standardized planssponsor. This includes “minor modi-
* Same testing method in 401(k) iy merger and acquisition situationsfiers” of a mass submitter’s plan.
M&P plans. Generally, a standardized plan mushass submitters will likely contact
Prospectively, all 401(k) M&P  qver all “’nonexcludable" employ- current clients in_th(_a near future to
plans must use either the current gag ofan employer. Now, standarg€xplain th_€_subm|83|on_ process.
year testing method or the prior jeq plans may utilize the special A practitioner that wishes to take
year testing method for both the {ansition rule under Code advantage of the lower user fees under
ADP and the ACP tests. However, §410(b)(6)(C) and avoid possiblethe _volume squnter_prog_ram mgst
throughout the GUST remedial  pjan disqualification for failure to Certfy at the time of filing its speci-
amendment period, an adopter of - coyer all nonexcludable employeedNen Plan foran IRS advisory letter that
an M&P plan need not have been following certain mergers and ac-at least 30 employers will adopt plans

consistent with its ADP and ACP quisitions. that are substantially similar to the
testing methods. (For example, for specimen plan. A volume submitter
any plan year within the GUST re- Timing of Plan Submissions to plan may use an adoption agreement
medial amendment period, an emthe IRS format.

ployer using an M&P plan could  IRS will begin accepting M&P  yiansion of GUST Remedial

have used the prior year methodplans for review of all GUST provi- amendment Period for Adopting

for ADP testing, but the current sjons after a “blackout” period. “Mass Employers

year method for ACP testing, or submitters” may submit plans for opin- ~ tre GUST remedial amendment
vice versa.) The GUST restate-jon letters beginning on April 7, 2000. yerind is scheduled to expire on
ment will need to reflect the spe-Non-mass submitter M&P SPONSOSi 6 |ast day of the 2000 plan year
cific testing methods used duringmay submit plans for opinion letters
the remedial amendment period. beginning May 7, 2000. Volume sub- Continued on page 20

1984 1985 1986

REA. ASPA establishes initial consulting ASPA is first organization to begin formal con- TRA86. Microsoft becomes a public cor-
agreement with John Erlenborn, who will tinuing education program for its actuaries.poration.

become one of ASPAs spokesmen for legis-AASPA establishes the Washington Office Com-

lative and regulatory issues. Microsoft shipsmittee to begin automating the ASPA office

Windows 1.0; Novell introduces Netware; theand to work together with the Long Range

3 ¥" diskette wins widespread acceptance. Planning Committee to develop a staffing plan.
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C 1 hotly debated. If ASPA members are
ONTINUED FROM PAGE aware of situations where eliminating
“wearaway” in regular defined benefit

Washi ngton U pdate plans could actually hurt participants,

, please let me know at bgraff@aspa.org.
been developed, ASPAs Governmenknow, “wearaway” is a common method In addition, the impact of these amend-
Affairs Committee (GAC) has expressecbf prospectively applying a plan amends,ants on early retirement subsidies is
concern about the potential impact on alment. However, when a traditional de'being reviewed. Issues and proposals
ready stressed small business defined beimed benefit plan is converted to a cas eing considered include:
efit plans. Fortunately, we have beerbalance plan, “wearaway” can effectively _
successful in persuading the authors agsult in certain longer service employ-" YWhether it would be mandated that
the major disclosure bills to apply theees not accruing new benefits under the Sy retirement subsidies must attach
most burdensome disclosure requireplan for a certain period of time. Anum- [0 Penefits eamed under the newly
ments only on plans with more than 10(ber of members of Congress have ex- amended plan despite the amendment
participants. Nonetheless, all plans repressed concern about this phenomenon, ProsPectively eliminating the subsidy.
gardless of size will surely have some inand the Equal Employment Opportunity 1S would in effect prohibit plan
creased notice requirements unde€ommission is investigating whetherage SPONSOrS from eliminating early retire-
ERISA section 204(h) when such plansliscrimination issues under the Age Dis-  Ment subsidies.
are amended to significantly reduce fucrimination in Employment Act are ¢ Whether the previously earned early
ture benefit accruals. These plans wilkaised. Proposals are presently being dis- retirement subsidy needs to be avail-
likely be required to provide affected parcussed to eliminate the use of able inthe form of alump sum under
ticipants with a general summary of the'wearaway.” (In case you are wonder-  the new cash balance plan even though
plan amendment providing more detaiing, Congress does not seem to care about the previous subsidy was only avail-
on the impact of the amendment than ththe fact that “wearaway” was used to ap- - able when an annuity form of benefit
limited notice required under current lawply reductions in limits (e.g., the reduc- was elected.

Under these proposals, plans with moréon in the section 401(a)(17)) previouslys - A more stringent version of the previ-
than 100 participants will have to pro-enacted by Congress — trust me, | have ous concept would require that a
vide even greater disclosures to particitried.) Under most of these proposals, participant's opening account balance
pants, potentially including individual any plan amendmentsignificantly reduc-  in the cash balance plan reflect any
benefit statements showing the impact ahg future benefit accruals would have to  previously accrued early retirement
the amendment on the individual partici-be applied under a so-called ‘A plus B subsidy regardiess of whether the par-
pant over a certain number of years usormula.” Under such aformula, the A" ticipant has grown into the subsidy.
ing appropriate assumptions. Under @omponent of a participant’s benefit con-
proposal introduced by both Democratsists of the old plan benefit (which, in theing%?:ﬁgge%rsv%ﬁgﬁljﬁ;l:r:fgréygz;]
and Republicans in the House and Serease of a cash balance plan, can be eXanefit (the *A” component) upon ter-
ate, which is supported by Treasury, th@ressed in the form of a lump sum Calcufnination to reflect final pay. It has not
assumptions used in preparing these statetion using 417(e) rates) plus "B"—the ot been determined Whefher this ad-
ments would have to be approved by abenefit earned under the newly amend : .
. Jastment would only be available if the

Enrolled Actuary. ASPA GAC will con- plan. articipant elected to receive the “A”
tinue to work with Congressional staffto  ASPA GAC has had some succesg omponent of his or her benefit in the
make these disclosure proposals as etonvincing policymakers that the elimi- form of an annuity. A more extreme
fective and workable as possible. nation of “wearaway” should only apply version of this i dealwoul d not only re-

Beyond disclosure, members of Conto cash balance plan conversions so z%i"re that the lump sum opening cash
gress and their staff are seriously reviewnot to harm traditional defined beneﬁtb alance account be recalculated on ter-
ing the issue of “wearaway.” As youplans. However, this issue is still beingmination to reflect final pay, but would

1987 1988 1989

OBRAS87. Current liability calculations are TAMRAS88. ASPAs program for QPA des- OBRA89. 2,000 actuaries gather in Wash-
established. ASPA hosts first Business Ownignation is completed. ASPA is asked to joinington, DC in June to attend the Centennial
ers Conference. ASPA presents its first naCouncil of Presidents (COP) for North Celebration of the North American actuarial
tional telecast to over 500 viewers. ASPA isAmerican actuarial organizations. The firstprofession. Microsoft ships Word for Win-
asked to join the Task Force on Strengthen*worm” is sent through the Internet, disabling dows.

ing the Actuarial Profession. 6,000 of the 60,000 hosts on the network.
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also require the “B” component of a

L]
participant’s benefit (i.e., namely the Am k
interest and pay credits under the cas el I Can Or ers
balance plan) to be recalculated to tak

mom e oot | Jeserve o Know

Needless to say, the debate on caj A Meszage ahout Penslon Benefits fram the LLS. Actuarial Profession
balance issues is extremely dynamic 45 EXPETS 6% FUTURE OSTS, i s i : ol [ —
and new ideas are constantly being dé e _ .f". et
veloped. Because of the potential im s it sty eI T
pact of this debate on traditional I e (ORI (ST A, Vo o b
defined benefit plans, ASPA GAC will Ep——— -
continue to stay actively involved A e KRB R .

| O s
Brian H. Graff, Esq., is executive di- W SEAND BEALA 1) KU ST Cr e i b @

rector of ASPA. Before joining ASPA

Mr. Graff was legislation counsel to

the U.S. Congress Joint Committee This ad was a collaboration between the American Academy of Actuaries, American
T fi Society of Pension Actuaries, Casualty Actuarial Society, Conference of Consulting
on laxation. Actuaries, and Society of Actuaries.

WELcoME NEw MEMBERS

Welcome and congratulations to ASPA’s new members and recent designees.

MSPA QPA Christine Hinson Alan B. Golden Brant J. Griffin
Francis M. Conway Christopher W. Belcher Brian D. Lehmer Steven Greenbaum Karen Harbour
Lamberto de la Cruz Ellen G. Block Ronald P. Lewis Ralph Paladino Jeanne M. Harrington

Barry Kozak Laura J. Brauer Marco Marangio Debe Pennington Rebecca Harris
John Parkinson James K. Bryson, Jr. Kimberly A. Musick Kimberly S. Penny Charley Kennedy
Sean M. Buck Mary Ann Phelan  Theodore G. Reeder, lll Stephen R. Kern
CPC Joelle Calandra Kevin P. Rettler Richard A. Rogers, Jr. Maryann Klimezek
Antonio Blasini Ning-Hsing Chang Adri.enne L. Robertson Donald Whitmire Lorinfia B. Madison
. John A. Feldt Ya Ling Sandra Chao Kim .L.. Robertson Affiliate Erick Markey
Michael J. Gardyasz cglieen D. Chiavaras Heidi L. Routh _ Peter J. Marriott
Kathryn E. Hill Ann M. Christian Kevin T. Rusch Dee Birschel Erin D. McCrary-Patton
Pamela A. Johnson  Kimberly J. Cochrane Hilary S. Shaw Matthew Brown Nancy A. Murphy
Robert J. Kent Nancy A. Cunningham Rita M. Szymanski Tracy BrOW.” James E. Slater, Il
Scott A. Keswick  Margaret Ann Eliason Stephen Z. White DaV'_d M. Carmichael Robin L. Snyder
Michael A. Lauhon Scott J. Eisher Donna M. Woerner _Xlgohong Chen Mona Van Cleef
Robert L. McNulty  Rebecca L. Fleming Linda M. Wolff Kristine J. Creighton Leon J. Wessels
Kerry L. Oetting Lisa R. Giles Scott G. Young Jame.s De Rubertis  chyristopher L. Wildenhaus
Sandra A. Vallinino  \illiam R. Hackler APM Edith Dorsey Barbara A. Wuertz

Stephen S. Evans
Margaret M. Heffernan

g Larry F. Boord
Brian S. Hermann

Lawrence J. Eisenberg

1990 1991 1992

ASPAs membership reaches approximatelyASPA Task Force recommends a “tag line’"UCA92. IRS creates VCR program, largely
3,000. Over 1,200 people attend ASPAs an{subsequently adopted) to clarify the nature ofis a result of ASPA's comments concerning
nual conference. ASPA promotes use of comthe membership — “Actuaries, Consultantsthe harshness of CAP program. ASPAs E&E
puterized bulletin board. ASPA signs aAdministrators and other Benefits Profession-Committee prepares restructured education
Working Agreement with 5 other actuarial or- als.” ASPA changes the name of the Businesprogram. Actuarial Board for Counseling and
ganizations of North America. Technigues seminar to the Regional seminarDiscipline (ABCD) is established.
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C 3 notified of errors on the forms they file
ONTINUED FROM PAGE for their clients, they must have a 2848
on file at least one or two weeks prior

EFAST: A New Acronym to Remember  tofiing the 5500. (Get your 2848s in

. . I : now!!!
developing an entirely revamped elecspecifications. Unfortunately, it's not )

tronic filing system that allows the re- expected to be available until April 4th. Points of interest...

turn to be electronically filed through  The contractor receives a bonus for When using the machine-print

a modem-to-modem connection,each plan filed electronically, and it is 9 o P

) . . forms, note that it will no longer be

internet File Transfer Protocol (FTP),less-costly to process electronic sub- ossible for the TPA to send a partiall

or various diskette and tape magneticnissions, so there is a big push in thi& P y

: o .. completed form to the plan sponsor for

media formats. The IRS also acceptedirection. Although no one has said it o
. . . ; them to complete the missing data and

5500s electronically, but if you everdirectly, look for this to be the only way _. : .

. : L file the form. Data not included in the
tried to use that antiquated system, yoyou can file in a few years. barcode when the form is orinted will
quickly learned it was a futile effort  In addition to the EFAST-1 prob- e seen as missin datap Thus. it is
since the paper forms still had to bdem, there are also some security an?n erative that TP, A?s e .est all ;jata
filed because of the legal requirementogistical hurdles to jump so that mul- pere au

- . . . . : that will be necessary to complete the
that the filings be signed. tiple parties at different locations can . . .
P . . . forms in their anniversary data re-
Electronic filing is the one area sign their part of the filing (plan ad- ests
that's probably the least well-definedministrator, sponsor, and actuary) usguIt sHouI d also be noted that it is
at this point in time. There will be aning their unique PIN numbers, yet haverlo lonaer accentable o place notes
EFAST-1 form that will need to be a third party file the 5500 without be- 9 ep P
. ) : on the forms in other than the pro-
completed to receive PIN numbers andhg able to alter the data or obtain the. .
: . vided data entry fields. Because both
encryption codes that will be used toPIN. The contractors and the DOL ar% es of forms are scanned and data
electronically “sign” the filing. Un- still on a learning curve when it comes yp . .
Co S : ._are entered into a database, anything
fortunately, the form is still in internal to understanding what happens OUtS'dgutsi de of the expected fields is ia-
development and will have to be pub-\Washington DC, so it's going to takerlored All notes rﬁust be in the for?n
lished in the Federal Register and untime for them to learn the ropes. Hopeb f atteichments which will be sepa-
dergo a 60 day public comment periodfully, they’ll develop a system as ratel rocessé d P
This means that it's unlikely to be avail-friendly as the IRS’s 1099 electronic TgepDOL als.o stressed at the
able before April or May. Nelco is alsofiling process in the end. .
. ASPA Annual Conference, and again
developing tools that software devel- i .
. ) Notice of errors... at the EFAST Developer's Confer-
opers will use to encrypt and transmit ence, that it wants filers to file on
the files, however, they aren't expected  For electronic filing, the filing will ’

to be available until April. Since itwill go through a preliminary check, and.tlme’ even if necessary information

. . . ) iS missing, such as the Accountant’s
take time for the PIN applications togross errors will be reported dlrectlyReport tg avoid late filing penalties
be processed, and th_ere are test'flllng@ the transmitter (i.e., the TPA). ByThey V\;i|| oty you within 30 daye .
that need to be done, it's really unlikelylaw, content errors for any type of fil-

o of anything that was missing and give
that this will get off the ground for 1999 ing have to be directed to the P|ar&/ou gtperi%d of time to file ?he migss-

filings in my estimation. Sponsor, Plan Administrator, and anyi, o 'items. Now, your mind may be

There’s a!so a user guide in develone who has an active 2848 on file forspinning the way mine did when
opment that's aimed at everyone fronthe plan. The IRS will continue to pro-

: hearing this initially, but | wouldn’t
plan sponsors to developers that corcess 2848s but will send a weekly t8P8 1ch it to the extreme and file blank
tains information on the electronic fil- to NCS with an updated list of 2848

. . . _ Sforms just to beat the filing date.
ing process, application, testing, andhat are active. If a TPA wants to beThere are still those laws about

1993 1994 1995
OBRA93. ASPA offers One Day 401(k) RPA94. USERRA. Edward E. Burrows, MSPA, receives ASPAs
workshops. Microsoft ships Windows NT. first Harry T. Eidson award. GAC establishes
ASPAsASAPservice. Microsoft ships Win-
dows 95.
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knowingly submitting frivolous fil- What’s ahead?... There has been no mention of
ings. .. extending the filing deadline, al-
Another point that might be of in- Sqftwa_re vendors bggan rece“’!r]qhough we've suggested that the
terest is that, at least currently, the);pemﬂcatlons for the final forms in DOL entertain that possibility if
will accept mixed hand print and ma_m|d-January, and the DOL contractor§y o schedules continue to slide.
chine print filings, but will not ac- have promised dgllvery_ of the tools ©OASPA is also keeping on top of this,
cept mixed electronic and papercr(_“":lte the tvvo-dlmensmnal barcodego be sure to voice your concerns
filings. However, it's something they no later than April 1. Software Ve 56 that they can keep up the pres-

hadn’t considered originally, and Fjors suqh as ogrselves are now Works'ure on the DOL to keep the pro-
may prohibit mixed filings in the fu- ing feverishly to incorporate the almost

50 i into thei cess on track.
ture. pages ot forms Into heir govermn- ;g pretty evident at this stage

. ment forms packages as qu_ickly 9%hat we'll all end up with a pretty
Marketing... possible. Once the forms are INCOrPOy so - friendly 5500 filing program

rated into the systems, along with thq th d.. but it ina to b
Some would wonder why a govern-o barcode, vendors will be required nit “sep‘ca)?tir;é” fl:)r Itr? egcl)gnéyg (f)ilineg a

menli p;_rogrimt'i(;]ﬁle ta3[< rei”h;”,\?ég% undergo acceptance testing throug eason.A
Marketing, but the contract wi the DOL to make sure they are com- |

dictates a marketing program. Nelco

is responsible for marketing EF AS_I_pliant with their requirements. While
and will attend trade shows, work with't> difficult to project exactly when Gary Saake is Vice President of Sys-

N vendors will be able to deliver their tems for DATAIR Employee Benefit
benefits organizations, place ads, an . ploy
g P 8500 forms packages, one thing is cersystems, Inc. where he oversees prod-

g?a?elr?ﬁé rglilﬂlggl'swzgeglt\éwg[:rl:gt:\)/g tain... it will be a lot later than it has uct design, deve|opment, technical
http://www.efast.dol.gov) whichybeen over the past few years, and tha{,pport, and operations. Mr. Saake
ShOUld be O.peraticl)nal .in Aprfll will hurt a lot of TPAs who bill their has been with DATAIR for 11 years,

' clients upon completion of the 5500. and is an affiliate member of ASPA.

Attention All Designhated ASPA Members! Eidson Nominations Now Open!

Nominations are now open for the years ago from which ASPA or the the enclosed homination form and return
2000 Harry T. Eidson Founders Award.  private pension system benefit todayit to ASPA.

The Harry T. Eidson Founders Avard, The contribution should be aresultof The recipient need not be an ASPA
recognizes exceptional accomplishments  ime devoted above and beyond redember.  If no deserving candidate is
that contribute to ASPA, the private pen-  sonable expectations, not a result ofound, no award will be given.
sion system, or both. The award is given  time spent primarily for personal gain. ~ The award is presented at the ASPA
in honor of ASPASs late founder, Harry T. . Annual Conference, and the winner's

Eidson, FSPA, CPC. Igi;gﬂtgb:;:i):ngigg g:‘gnfrcﬁogr'name is engraved on a plaque atthe ASPA
The following criteria are used to de- . o :
local in nature. Publicity is not a crite-

termine the nominee: o Previous winners: Howard J. Johnson,
+ The contribution must be consistent ASI; s Membershin Committee wil MSPA, in 1999, Andrew J. Fair, APM, in
with the ASPA mission statement and embership Lommittee Will 1998, Chester J. Salkind in 1997, John

should have a lasting, positive influ- make the recommendation for the awar®|. Erlenborn in 1996, and Edward E. Bur-

ence on ASPA or the private pensi Onafter considering a broad base of nomirgys, MSPA, in 1995.

system. nations drawn from the range of ASPAS  Nominations will be accepted until

L membership. If you are a voting mem+viay 15, You will find a nomination form
* The contribution may be current, onéye of ASPA and know someone You this issue oFhe Pension Actu ary

that spanned many years, or one madgsjieve meets the criteria, please fill out
1996 1997 1998

SBJPA96. SIMPLE plans introduced. At- TRA97. Uruguay Round Agreements Act RRA ‘98. ASPAs Political Action Commit-
lanta establishes first ASPA Benefits Coun-'97 (GATT). Roth IRAs are established. tee (PAC) is formed. IRS established Em-

cil (ABC). Brian H. Graff, Esq., succeeds ployee Plans Compliance Resolutions System
Chester (Chet) Salkind as Executive Direc- (EPCRS), consolidating APRS, VCR, Walk-
tor of ASPA. The web siteww.aspa.orgis in CAP and Audit CAP. ASPA introduces
born. new Internet-based e-mail system.
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CONTINUED FROM PAGE 4

(3) the employer adopts the amend-
ment no later than the last day of the

remedial amendment periéd.

Required Minimum Distribution
Transitional Rules

RBD definition. When X
amends its plan, the plan
amendment must be consistent
with the plan’s operation. The
amendment must be effective
retroactively to the date X be-
gan applying the new RBD defi-
nition.

definition, the employer with such an
in-service distribution option would
not amend its plan to eliminate the
post-age 70%z in-service distribution
option. However, the sponsor of a
defined benefit plan may not wish to
provide for an in-service distribution
option. The employer only may
eliminate the post-age 70%z in-service
distribution option by a plan amend-
ment which does not violate the

Eliminating the option of
post-age 70Y% in-service
distributions anticutback rule.

The pre-1997 RBD definition cur-  The anticutback rule generally
rently in most plan documents cre-prohibits an employer from eliminat-
ates an in-service distribution optioning an optional form of benefit with
for participants who continue work- respect to accrued benefits existing
ing beyond the pre-1997 RBD (i.e.,on the later of the adoption date or
April 1 following the calendar year the effective date of the amendment.
in which the employee attains ageHowever, the Revenue Service has
701/2) The SBJPA transitional rUIeSauthority to permit’ by regu|ati0ns7
for required minimum distributions agmendments to eliminate an optional
permit an employer to eliminate thisform of benefit without violating the
in-service distribution option for par- anticutback rulé. An amendment to
ticipants other than 5% owners, progliminate an existing post-age 70%:
vided the employer satisfies certainn-service distribution option will not
conditions (discussed below). Anyjplate the anticutback rule, pro-
employer that considers restrictingyided: (1) the amendment only ap-
plan distributions to distributions re-plies to benefits with respect to
quired under the post-1996 RBDemployees who attain age 70% in or
definition must take into account after a calendar year, specified in the
other distribution features currently gmendment, that begins after the later
in the employer’s plan. For example,of December 31, 1998, or the adop-
many defined contribution plans pro-tion date of the amendment; (2) the
vide for an in-service distribution at plan preserves the same 0pti0na|
normal retirement age or at SOM&grms of benefit (e.g., lump sum, in-
other stated age such as 59%. Sincgaliments, etc.) the employee would
this in-service option already permitspe gble to receive if the employee had
distributions earlier than the distri- retired in the calendar year in which
bution date under the pre-1997 RBQhe employee attained age 70]/2, and

Example #2.CorporationY has
maintained a qualified defined
benefit plan since 1992. The
plan generally permits distribu-
tions only after separation from
service, but includes the pre-
1997 RBD definition. The pre-
1997 RBD definition creates an
in-service distribution option in
post-1996 years. Y has permit-
ted employees who attained age
70% during 1997, 1998, and
1999 to receive in-service dis-
tributions. During November
1999, Y decides to eliminate the
option to receive in-service dis-
tributions and to apply prospec-
tively the post-1996 RBD
definition. Y amends the plan
during December 1999 to elimi-
nate post-age 70% in-service
distributions for employees
(other than 5% owners) who at-
tain age 70¥after December
31, 1999 The amendment is
valid, provided the plan pre-
serves the distribution options
available to any employee who
would have retired during the
employee’s age 70% year.
Example #3.Assume in Ex-
ample #2, employee B, a non-
owner, attains age 70% during
the year 2000 but continues em-
ployment with Y until 2003. The
December 1999 amendment to
the Y plan prevents B from re-
ceiving a distribution before her
new RBD, unless she separates
from service with Y. However,
when B reaches her RBD, B
must be eligible for the same

1999 2000

ASPAs theme for annual conference is: “ERISA — The First 25 YealASPA's membership exceeds 3,800. ASPA offers the new Daily Valu-

and Into the New Millennium.” First CD ROM is offered for ASPAs ation course. Rev Proc. 2000-20 is issued, outlining opening of GUST
annual conference materials. ASPAs E&E Committee offers Virtuaimendment/restatement program submissions for prototypes and
Study Groups (VSGs) for exams with online and live review sesolume submitter plans. The world celebrates the dawn of the new
sions. ASPA combines Eastern and Western Regional Seminars intitlennium (although many ASPA members know it’s really next

first larger Summer Conference in San Francisco.
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optional forms of benefit she

would be able to elect had she
retired during her age 70%2 year,
except for the difference in the
timing of commencement of

distributions.

Normally, the amendment de-
scribed in Example #2 would violate
the anticutback rule with respect to
the benefits accrued as of the later of
the adoption date or the effective date
of the amendment. As Example #3
illustrates, the permissible amend-
ment takes from B the option to be-
gin distributions at age 70%, since B
continues employment. However, the
amendment may not eliminate any
distribution options B would have
been able to receive if B had retired
in 2000, the calendar year B attained
age 70%.

Commencing distributions under
the plan’s pre-1997 terms

In lieu of applying the post-1996
RBD definition, the employer may
continue to apply the pre-1997 RBD
definition, requiring each employee
to begin distributions on the April 1
of the calendar year following the
attainment of age 70% even if the em
ployee is still working for the em-
ployer® To adopt this approach, the
employer simply continues to follow
the plan’s pre-1997 age 70% distri-
bution provision, and then incorpo-
rates the same pre-1997 RBD

of applying the “death distribution” joint and survivor requirements, and
rules. An employer will not choose is subject to the terms of any appli-
this approach if it wishes to providecable QDRO. Presumably, an em-

maximum flexibility to employees ployer that has continued to make
regarding the timing of distributions. distributions under the plan’s pre-

Example #4.Corporation X
maintains a qualified 401(k)
plan. X decided during 1996 to
continue to apply the plan’s re-
guirement to commence distri-
butions to all employees no later
than the April 1 of the calendar
year following the calendar year
in which an employee attains
age 70%. The plan permits an
employee to elect, not later than
the plan’s required beginning
date, whether to recalculate the
life expectancy of the employee
and of a spousal beneficiary, if
any. Employee C is not an
owner of X and has named her
husband as her designated ben-
eficiary. C attains age 70% on
December 1, 1999, but contin-
ues employment with X. The
plan, under the plan’s required
distribution provision, must
commence distributions to C no
later than April 1, 2000, not-
withstanding C’s continued
employment with X. C must
elect, not later than April 1,
2000, whether to recalculate her
and her husband’s life expect-
ancies.

language into its plan restatemenpermitiing an employee who
during the remedial amendment pexommenced required
riod. If the employer adopts this ap-gjstributions under the pre-1997

proach, the plan determines both th&pgp definition to discontinue
employee’s designated beneficiaryyistributions

ply recalculation of life expectancy pjoyee who attained age 70% befor

based on any election in effect on thg 997 puyt did not retire before Janus

1997 provisions may decide during
the remedial amendment period, for
example during 2000, to permit any
employee to discontinue distribu-
tions.

A special transition rule applied
to a plan that failed to make required
distributions between August 20,
1996 (the enactment date of SBJPA),
and December 31, 1997, to an em-
ployee who attained age 70%2 during
1996 and who did not retire by the
end of 1996. This transition rule re-
quired, not later than December 31,
1997, either make up distributions or
the employee’s election to defer dis-
tributions®

Rollover eligibility of post-age
70% distributions

A plan distribution is eligible for
rollover unless the distribution falls
within one of a few exception cat-
egories’ One of the exception cat-
egories is a required minimum
distribution after an employee
reaches his/her RBD. For purposes
of determining whether a distribution
to an employee who did not retire
before January 1, 1997, is a required
minimum distribution, the plan ap-
plies the post-1996 RBD defini-
tion.® Therefore, even if the plan
continues to apply the pre-1997 RBD
definition, distributionsbefore the
employee’s RBD under the post-
1996 RBD definition araotrequired
minimum distributions. However,
ost-age 70% distributions to an em-
loyee who has not retired still may

definition. Furthermore, if the em- employee’s new RBD. The

ployee dies after the plan’s reqUiredemployee’s election to stop and re

bution is not an eligible rollover dis-
tribution if the distribution is one of
substantially equal periodic pay-

inni S : . ments made at least annually for a
beginning date, the plan must treatommence distributions is subject to y

the employee as dyingfter the re-
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_ cc the joint and survivor requirements
quired beginning date for purposest the plan otherwise is subject to the

period of at least ten years, or for
the life or life expectancy of the
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employee, or for the joint lives or applies the post-1996 RBD defi- law changes during the “GUST" re-
joint life expectancies of the em- nition. M has not reached his medial amendment period, the plan’s
ployee and a designated beneficiary. RBD. The 5% owner rule does provisions must reflect the plan’s
For example, life expectancy distri- not apply to M because he was operation.a

butions to an employee, other than a not a 5% owner during the 1998
5% owner, who attains age 70%%, but plan year, the plan year ending
who has not retired from employ- in M's age 70% calendar year. Warren T. Marshall, J.D., LL.M., is
ment with the employer, are not eli- M need not commence distribu- an attorney with Pension Publica-
gible for rollover, even though the tions prior to separation from tions of Denver, a division of COR-

distributions are not required mini-  service. BEL. Mr. Marshall is a PPD ERISA
mum distributions. seminar presenter and is a contribut-

_ No change in IRA required ing author to the PPD Pension Li-
Five percent owner rule distribution rules brary.

The SBJPA change in the RBD  The SBJPA change in the RBD: Code §401(a)(9).The minimum dis-

definition doesnot apply t0 & 5% (efinition doesnot have any effect  tribution requirements also apply to
owner of the employ€f. An em- 4 required distributions from an in-  2403(b) plan (see Code §403(b)(10))

ployee is a 5% owner if the employeggjvidual retirement account (“IRA”). gzsd?(gc)’) a 457 plan (see Code
has the required ownership intereshp, jndividual's RBD with respect to | '

on any day during the plan year endpjs/her IRAsremainsApril 1 of the See Rev. Procs. 97-41 and 99-23.
ing in the calendar year in which thecajendar following the calendar year Announcement 97-24.

em_ployee attamg age 701/2._ The rej which the individual attains age4 Code §411(d)(6)(B)(ii), flush lan-
quired ownership interest imore 70,13 Employment with any em- guage.

than 5% of the outstanding stock Of ployer does not affect the RBD with® Treas. Reg. §1411(d)-4, Q&A-10. A

i . special adoption date applies in the

of a corporation (taking into accountiyidual must begin taking required plan. See Treas. Reg. 51411(d)-4,
the ownership attribution rules of |RA minimum distributions even if ~ Q&A-10(b)(3)(i).
Code §318) omore than5% of €i- e individual has not reached his/hef Notice 9775, Q&A-10.

_ther the_capital interest or the profitsggp with respect to an employer's’ See Notice 97-75, Q&A-7.
interest in a partnership Therefore, ]Plan' 8

. See Announcement 97-70.
an employee who is a 5% owner o

the employer before or after, but notConclusion 1 Code 5402(c)(4).
during the applicable plan year, isnot SBJPA liberalized the required ® Notice 97-75, Q&A-9.

a 5% owner for purposes of the redistribution rules by eliminating the * Code §401(a)(9)(C)(ii)(1).
quired distribution rules. However, if requirement for an employee, other? Code §401(2)(9)(C)(ii)(l) and
an employeés a 5% owner under the than a 5% owner, to begin distribu-  416(O@MMO)O()-
definition described in this para-tions from a qualified plan prior to ® Code 8401(@)(9)(C)(ii)(II).

graph, distributions to the employeeretirement. Since most plans cur-
must continue even if the employegently include the pre-1997 RBD
ceases to be a 5% owner in a subsé&efinition, requiring distributions to .
quent year. Also note that the five-commence no later than the April 1 N otice
year lookback rule for determining Of the calendar year following an

key employee status does not applgmployee’s attaining age 70%2, ar , L
for this purpose. employer by now should have cho{ ASPAIs currently soliciting

Example #5.During 1996, M sen whether to retain the pre-1997 g'ds flrorr_l firms mtelr;e_stedd_ln
the founder of corporatit’)n Y rules or to apply the_ more flexible| &Y€ opflngtha r;: 1|me &
sold 100% of the corporation\’( post-1996 .RBD defl_nlt_|on. I.f the Zourse _otr ? d h ?é(am
stock to an unrelated corpora- e_mployer_W|s_hes to eliminate in-sery t n>t/o}2e el eSrest? :sgx- (Bo_n
tion when M was age 68. M at. Vi distributions for post-age 70%: act evmed &p o S &
tained age 70%2 during 1998 but employees Wh(.) are not 5% owners r(ic70(;30 516U5§10|8“ derVIE?‘S’
remains a Y employee and a par- 1€ émployer still may do so, but only 2 R(> ) tf- 5 Afl Ias or
ticipant in Y's calendar year prospectively. When the employer re; & Requestior Froposal.
profit sharing plan. The Y plan states its plan for SBJPA and othe
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C 5 cluding the new requirements for
ONTINUED FROM PAGE waiver of plan audit;

1999-31 was our rate chart for the

ASPA ASAPs Continue To Inform 4" quarter;

1999-32 was our annual 10-Year
legislation that was included in theawaited guidance on the repeal oftOLA Summary; and

House of Representative’s Tax Bill; Section 415(e); 1999-33, by Fred Reish and Joe
1999-18, authored by Sal Tripodi, 1999-25, by Bruce Ashton and Jo-Faycher, examined the DOL’s case
summarized several positions theseph Faucher, discussed the DOL'ggainst Time-Warner for alleged
IRS had publicly taken regarding attempt to label a TPA a fiduciary mjisclassification of employees.
401(k) plans and safe harbor 401(kwhere the TPA operated a voice au- Al of the above for only $55. De-
plans. Many of these issues wer¢omated telephone system for 401(K)ivered to your fax machine or e-mail

clarified in Notice 2000-3 (Sd@SAP participants; address “as soon as possib|e_" Again,
2000-1); 1999-26 contained ouf‘3juarter q like to thank each of the authors
1999-19, by the Reish-Ashton,rate chart; above, the ASPA staff, and my fellow

team discussed the DOL's release on 1999-27, written by yours truly, committee members: Neff McGhie,
disclosure requirements for 401(k)announced the cost-of-living adjust-|_arry Starr, Bill Taylor, Ed Snyder and
fees; ments contained in IRS News Re-Chris Trapatsosa
1999-20 was Brian Graff’s discus- lease 99-80 and clarified a couple of
sion of pension reform legislation in questions in connection with such
the Senate Finance Committee, an€OLAS; Kevin J. Donovan, APM, CPA, is
1999-21 was a discussion of what 1999-28, by Craig Hoffman, dis- Chairman of the ASPA ASAP Com-
made it into the conference bill;  cussed the status of the GUST upmittee. Mr. Donovan owns and oper-
1999-22 discussed Revenue Prodating procedure after statementsites Tuson Pension Consultations, a
cedure 99-31, the Service’s longfrom government officials at ASPA's pension consulting firmin Tucson, Ari-
awaited correction examples underlnnual conference; zona. Heisamember of ASPA’'s Board
EPCRS; 1999-29, byASAP Committee ofDirectors,amember ofthe SIMPLE/
1999-23, by J. Michael Pruett, member G. Neff McGhie, explained 401(k) subcommittee of the Govern-
analyzed PLR 199931047 regardingRevenue Procedure 99-45, thement Affairs Committee, and is Asst.
certain issues revolving around theService’s modification of the require- Chair of the 2000 Summer Conference
termination of a 401(k) plan and thements for funding method changes;in San Francisco. Mr. Donovan is a
ability to make distributions; 1999-30, by R. Bradford Huss, frequent speaker at ASPA events, and
1999-24, by Kurt Piper, explainedwas an explanation of the proposederves on the Technical Review Board
Notice 99-44, the Service’s long DOL regulations for small plans, in- for The Pension Actuary

Note, however, that any qualified
CONTINUED FROM PAGE [/ nonelective contributions (QNECs)
and qualified matching contributions

Hardshi p Withdrawals (QMACSs) are not eligible for hardship

_ _ distribution under a plan. An excep-
from a 401(k) plan) are not subjectcount balance provided the follow-tjon does exist, however, if the plan

to the same restrictions that apply tang three standards are met: allows for any QNECs and/or QMACs

SeCti‘l’e_defir;acl)i- 1EE)V |16‘V‘{_ U”?]erl. Hardship is defined in the plan; (plus earnings) that were used to sat-
egulation 1.401-1(b)(1)(I), the ;o ang nondiscriminatory STy the ADP and ACP tests as of De-
rules governing non-elective contri- rules are followed in determining Cember 31, 1988 or the end of the last
butions are not as restrictive, how- whether a hardship exists, and thélan year ending before July 1, 1989.
ever, many plans apply the same .o 1 ot the distribution is nec-  Determining the exact amount

standards as are applied to 401(k) and : .. available for hardship presents an ad-
o essary to alleviate the hardship; PP

or 403(b) amounts for administrative . ministrative challenge to the sponsors

ease. In general, Revenue Ruling 713 The amount of the hardship dis-q¢ 41 4 plans. Notonly do they need

224 provides that a plan (other than tribution does nc(;t_ exceed t(;]eto maintain the participant's current
a pension plan) may distribute all or ~ Participant's vested interest under, ... \nt hajance, but they also need to
a portion of a participant's vested ac-  the plan.
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keep track of the elective deferralsply to certain amounts. For examplejast day of the 2000 plan year. (Note:
(net of earnings) as well as any addibecause these distributions are ndhe recent Rev. Proc. 2000-20 ex-
tional permissible amounts (i.e., predonger eligible for rollover, the spon- tended this deadline again.) The ef-
1988 elective deferral earnings andsor is not required to provide the par{fective date of the amendment must be
to the extent the plan provides, preticipant with a special tax notice retroactive to the later of January 1,
1988 QNECs and/or QMACs (in- regarding plan payments. However,1999 or the first day the plan operates
cluding earnings)). It may be a goodthis notice is applicable to non-under the new rules.
idea to review recordkeeping proce-401(k) hardship withdrawals even if ~ Although the regulations regard-
dures to determine if the hardshipthe more restrictive 401(k) rules areing hardship distributions are com-
basis is being adequately tracked. being applied to determine the valid-plex, allowing for the availability of
In general, the amount distrib- ity of the request. Non-401(k) hard-hardships in plans is an attractive fea-

uted must not exceed the amount o$hip withdrawals are still consideredture when trying to encourage non-
need. However, the distribution mayeligible rollover distributions. There- highly compensated employees to
be grossed up by amounts necessafgre, they are subject to the 20%participate. With well-documented
to pay federal, state, or local incomemandatory withholding if not rolled procedures and guidelines such as
taxes as well as any penalties resulver into an IRA. those described above, plan sponsors
ing from the distribution [Treas. Reg.  As a result of the remedial amend-should feel confident that this plan
1.401(k)-1(d)(2)(iv)(b)(1)]. This is ment period, a plan may have conflictfeature is being administered in com-
the case even though under the newmg language with respect to hardshigpliance with the regulations and at
rules, there is no longer immediatedistributions. If applicable, plans mustthe same time should be well under-
withholding. Remember, these dis-adopt the new rule under the GUSTstood by the participanta
tributions are still subject to the 10%remedial amendment period, pursuant
early withdrawal tax in most cases. to section VI of Notice 99-5 and Rev.

In light of these new rules, a planProc. 99-23. Notice 99-5 refers to theRichard Levesque is a senior plan
may need to maintain more than oneemedial amendment period ending odministrator with the actuarial and
set of hardship distribution forms, orDecember 31, 1999. However, Revconsulting firm of Milliman &
clarify that certain aspects do not apProc. 99-23 extends this deadline to th&obertson in Albany, New York.

401(k) Hardship Withdrawals Checklist

Participant Name O Facts and Circumstances

Reason for Hardship Does the reason stated above qualify under the facts
Has written documentation verifying reason for hard-  and circumstances test? [Qualifies under the plan’s
ship been obtained?] Yes [ No (If yes, proceed; written guidelines (considering all relevant fact and
if no, request it) circumstances) for determining an immediate and
Step 1: Immediate and Heavy Financial Need heavy financial need] 0 Yes 0 No (If yes,

Select and complete the method the Plan uses to de- SEEEE 0 S A 170, [TEEE (R LSS

termine a hardshipknmedide and Heay Financial ~ Step 2: Necessary to Satisfy the Need

Need: Select and complete the method the Plan uses to de-
[ Safe Harbor termine if a hardship Necessary to Satisfy the Need:
Does the reason stated above qualify under the safg Safe Harbor
harbor test? [Medical Expenses (participant, | order to qualify under the Safe Harbor Method,
spouse, or dependant); Principal residence (exclud- 5| of the following must be satisfied:
ing mortgage payments) (participant); Tuition, fees
& boarding expenses for the next 12 months of
postsecondary education (participant, spouse, chil-
dren, or dependents); or Eviction or foreclosure
(participant)] [ Yes O No (If yes, proceed to
Step 2. If no, refuse request.)

O Distribution is not in excess of the amount of
need (including amounts necessary to pay taxes
&/or penalties);

O All possible plan distributions from all partici-
pating plans have been made;
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Step 3: Amount Available for Hardship

to pay federal, state, or local income taxes and pen-
alties.

O All nontaxable loans from all participating plans Amount Needed $

have been made; Other distribution and loan offset:

0 All participating plans maintained by the em- Less other forms of distributions
ployer provide that the maximum amount of elec- (as required under Step 2) $
tive deferrals in the taxable year following the Less any loans
taxable year in which a hardship occurred is re-  (as required under Step 2) $

duced by the amount of elective contributions 5 Balance qualifying for hardship ~ $
made in the taxable year in which the hardship Amount of elective deferrals available
occurred; and

O Participant is suspended from making elective
contributions and/or voluntary contributions to

for hardship withdrawal:
Cumulative elective deferral contributions

all plans maintained by the employer for at least (sl GEMIES) (TEsELes), $

12 months after the hardship occurred. Plus elective deferral account
Does the need qualify as necessary under the safe (ncluding earnings) (pre-1989) $___
harbor test? O Yes [0 No (If yes, proceed to Plus applicable QNECs or QMACS
Step 3. If no, refuse request.) (including earnings) (pre-1989 only$
Facts and Circumstances Total $
Select and complete the method the Plan used t@ther sources available for hardship withdrawal:
determine the facts and circumstances test: Matching Contributions $

Financial Evaluation Profit Sharing or

O Financial resources available to the employee Stock Bonus amount
including resources from their spouse and/or
children (if readily available to the employee)
cannot satisfy the need; Total

Does the need qualify as necessary under the fact8. Grand Total available for hardship

and circumstances test?] Yes [ No (If yes, = Amount of Hardship Withdrawal

proceed to Step 3. If no, refuse request.) (greater of A or B) $

Written Statement — states that the need could Step 4: Distribution and Taxation of

not be satisfied by any of the following means: Hardship Withdrawal

0 Reimbursement or compensation by insurance
or otherwise;

Rollover

®»h B B &P

Amount ineligible for Rollover:

O Liquidation of the participant's assets; Total elective deferrals
O Ceasing of elective and/or voluntary contribu- EEED S 2 $
tions under the plan; Tax — no 20% withholding required
O All possible plan distributions from all partici- Amount available for Rollover:
pating plans have been made; Total other sources (stated in Step$)

O All nontaxable loans from all participating plans Tax — 20% withholding applies to all amounts

have been made; not distributed as a rollover distribution
O Borrowing from commercial sources. =ari o BiE it
Does the need qualify as necessary under the facig e Jump sum, rollover, etc.):
and circumstances test?] Yes [ No (If yes,
proceed to Step 3. If no, refuse request.)

Qualified Joint and Survivor:

Does plan provide for qualified joint and survivor
annuities? 0 Yes [ No (If yes, proceed.)

The amount of hardship withdrawal must not ex- [ wajver received if distribution is elected in
ceed the amount of need plus any amounts needed 5 alternative form

[0 Spousal consent received if distribution is
elected in an alternative form
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CONTINUED FROM PAGE 9

IRS Releases GUST Restatement
Procedure For Prototype Plans

(e.g., Deember 31, 2000 for calen- later decides to switch to the M&P plan
dar year plans). However, pursuant tof a different M&P sponsor, the 12-
Rev. Proc. 2000-20, employers thamonth period will run with reference
wish to use an M&P plan for their to the date of the opinion letter of the
GUST restatement will be given a speoriginal M&P sponsor. Alternatively,
cial extension of the time to amendthe employer could execute a certifi-
their plans and file for determinationcation with the different M&P spon-
letters, if necessary. For employers ussor by the end of the 2000 plan year.
ing M&P plans, the GUST remedial If an employer has amended its pro-
amendment period will be extendedotype plan into an individually-de-
until the end of the 12" month fol-  signed plan during the GUST remedial
lowing the issuance of the M&P amendment period, the employer still
sponsor’s opinion lette® Employ- will receive the 12-month extension,
ers using volume submitter plans willprovided the employer adopts a GUST
receive the same 12-month extensiodocument by the end of the extended
from the date of the advisory letter. Atremedial amendment period. (See
this time, the IRS has not provided anyExample 5 below.)
additional extension of the remedial While the 12-month extension pro-
amendment period beyond the end ofides welcomed relief, practitioners
the 2000 plan year for individually- must carefully assess the situation for
designed plans. particular clients. Failure to amend
In order to receive the special ex-timely could result in plan disqualifi-
tension of the remedial amendmentation or the need to use the walk-in
period, an M&P sponsor must file for CAP correction procedure. The fol-
its GUST opinion letter by Decemberlowing examples illustrate the special
31, 2000. In addition, an adoptingl2-month extension of the remedial
employer must: (1) adopt an M&P planamendment period.
by the end of the 2000 planyear, or (2) Example 1. ABC Corporation,
execute with the M&P sponsor awrit- 5 employer, maintains a pre-
ten certification that it will adopt that ST nonstandardized regional
sponsor’s M&P plan by the end of the prototype plan sponsored by Con-
2000 plan year. Option (1) includes sulting Firm, a third party admin-
an employer currently using a pre- jsiration firm. ABC Corporation’s
GUST national or regional prototype plan has a calendar plan year.
plan. This means that employers Who The normal GUST remedial
currently use a pre-GUST national or  5mendment period would end
regional prototype plan generally Wil pacember 31, 2000. Under Rev.

not need to take any action by the end pyqc. 2000-20, Consulting Firm's
of their remedial amendment period to regional prototype plan is now an

receive the 12-month extension. Op- \1ep plan. In July, 2000, Con-

tion (2) will normally be used by an sulting Firm submits its GUST
employer wishing to convert its indi-  \1ep plan for an IRS opinion let-
vidually-designed plan to an M&P oy The RS issues the opinion
plan for the GUST restatement. letter for the M&P plan in Octo-
If an employer adopts an M&P plan  per 2000. Because the ABC Cor-
by the end of the 2000 plan year, but poration had adopted an M&P
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plan by December 31, 2000, the
remedial amendment period for
the ABC Corporation plan is ex-
tended under the special 12-
month extension until October
31, 2001.

Example 2. Assume in Example

1 that Consulting Firm purchased
its pre-GUST regional prototype
plan from Mass Submitter X.
Consulting Firm's GUST M&P
plan was purchased from Mass
Submitter Y. ABC Corporation
still is entitled to the 12-month ex-
tension because, by the end of its
2000 plan year, it had adopted
Consulting Firm's pre-GUST
document. The fact that Consult-
ing Firm has changed mass sub-
mitter providers is irrelevant.

Example 3. Assume in Example
1 that ABC Corporation decides
to make its GUST restatement by
adopting the M&P plan of Bank
Y. Until the adoption of BankY’s
M&P plan, ABC Corporation
continues to maintain the pre-
GUST document of Consulting
Firm. Under the 12-month rule,
ABC Corporation may restate its
plan to comply with GUST by
adopting Bank Y's GUST docu-
ment after the end of the 2000
plan year. However, the 12-
month period is determined with
respect to the date of Consulting
Firm’s opinion letter, not the date
of Bank Y’s opinion letter. If
ABC Corporation signs a certifi-
cation with Bank Y by the end of
the 2000 plan year, the 12-month
extension would be measured
from the date of Bank Y’s opin-
ion letter.

Example 4. Assume XYZ Com-
pany maintains a pre-GUST in-
dividually-designed plan (with a
calendar plan year) drafted by
Law Firm. Law Firm is a spon-
sor of a pre-GUST regional pro-
totype plan. Law Firm submits
its GUST M&P plan for an IRS



opinion letter in June 2000 and
receives its opinion letter in No-
vember 2000. If XYZ Company
executes a written certification by
December 31, 2000 that it intends
to adopt the Law Firm's M&P
plan for its GUST restatement,
then XYZ Company will have
until November 30, 2001 to for-
mally adopt its GUST restate-
ment.

Example 5. Suppose one of Law

Firm’s clients, Medical Practice,

originally had adopted the Law
Firm’s regional prototype planin

1995, but modified the plan to in-
corporate a “cross-tested” for-
mula in 1998. This amendment
caused Medical Practice’s plan to
become an individually-designed
plan in 1998. However, under
Rev. Proc. 2000-20, the plan is
still treated as an M&P plan for

purposes of the 12-month exten-
sion. Therefore, Medical Prac-
tice has until November 30, 2001
to formally adopt its GUST re-

statement. Assuming Medical
Practice will continue to use the
cross-tested formula, it will need
either to adopt an individually-

(1) the prior plan was terminated be-
fore the effective date of the new
standardized plan; (2) in the case of
a defined contribution plan, no an-
nual additions were allocated to that
prior plan during a limitation year of
the new standardized plan; and (3)
in the case of a defined benefit plan,
the new standardized defined contri-
bution plan must be effective after the
repeal of Code 8415(e).

Rev. Proc 2000-20 clarifies that
the restatement of an existing plart
using a standardized plan is not
treated as the maintenance of a prior
plan, provided the plan being restated
is the same type (i.e., profit sharing
plan being restated into a profit shar-

ing plan).

M&P Sponsor Duties

Rev. Proc. 2000-20 sets forth more
specifically the duties of an M&P
sponsor. Among the duties are:

e An M&P sponsor must maintain ’
a list of all employers that have
adopted its plan. The list must in-
clude the employer’s name, busi-
ness address, and taxpayer identi-

plan provisions, and the effect of
the opinion letter.

The M&P sponsor must provide

each adopting employer with cop-

ies of the approved plan, any sub-
sequent amendments, and the
most recently issued opinion let-

ter.

The M&P sponsor must notify the
IRS if the sponsor changes its
name.

An M&P sponsor is required to
make reasonable and diligent ef-
forts to ensure that each adopting
employer amends its M&P plan
when necessary.

An M&P sponsor must notify the
IRS in writing of an approved
M&P plan that is no longer used
by any employer and which the
sponsor no longer intends to offer
for adoption.

An M&P sponsor must notify
adopting employers if the sponsor
intends to abandon the plan and
inform the adopting employers of
the consequences of this action.

fication number. The sponsor iSConcIusion

required to provide this list to the

Now that the IRS has issued the

designed plan or a volume sub-
mitter plan that accommodates its
formula.

Expanded Reliance on Opinion
Letter for Standardized Plans .
Under the prior procedures, an
adopting employer could rely on the
opinion letter issued for a standardized
plan (and not submit the plan for an
IRS determination letter), if the em-
ployer did not at any time maintain
another plan (except for a “paired
plan”). Rev. Proc 2000-20 expands
the reliance on standardized plan oping
ion letters. An employer that adopts
an approved standardized M&P plan
may rely on the plan’s opinion letter,
even though the employer maintained
a prior defined contribution plan or a
prior defined benefit plahprovided

IRS upon request. The SpoNsor e qure for M&P and volume sub-
is NOT required to provide an iyter plans, practitioners can start
annual notice to adopting émploy-y, gear up for the GUST restatement
ers that the sponsor continues 19, a5~ Our understanding is that
maintain the M&P plan. the IRS will issue another revenue
If the M&P sponsor believes thatprocedure dealing with the determi-
an adopting employer’s plan is nonation letter process shortly. Surely,
longer a qualified plan, the spon-the review process at the IRS will
sor must notify the employer of take time, and it is likely opinion let-
this concern, advise the employetters on M&P and volume submitter
of the adverse tax consequenceglans will not be issued until sum-
that may result, and inform themer or fall. In the meantime, legis-
employer about the availability of |ation affecting qualified plans is
the IRS correction programs.  pending on Capitol Hill. If enacted,
An M&P sponsor’s adoption the impact onthe GUST restatement

agreements must include theprocess is uncertain. Unfortunately,
sponsor’s address and te|ephong is difficult to plan with this uncer-
number for inquiries from adopt- tain future. IRS has informally in-
ing employers regarding the adop-dicated that passage of new pension
tion of the plan, the meaning of legislation could (but may not) cause
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an extension of the GUST remedial
amendment period. However, IRS
realizes the operational and compli-
ance problems that will be caused for

applications to: Internal Revenue
Service, Employee Plans Rulings
and Agreements, Attention:
T.EP:RA:T:ICU, P.O. 14073, Ben
Franklin Station, Washington, DC

OH 45201, Attention: VSC Coordina-
tor, Room 4106.

The IRS may approve an extension
of the 12-month period in specific
circumstances.

employers and M&P sponsors should 20044. Volume submitters will mail
the GUST restatement process be de- applications to: Internal Revenue
Iayed Only time will tell. o Service, PO. Box 2508, Cincinnati,

6 Assume the prior plans were not
“paired plans”

The ABCD’'s Commitment

John P. Griffin, J.D., LL.M., and
Charles D. Lockwood, J.D.,
LL.M., are partners with Global
Benefit Advisors, LLC in Englewood,
Colorado. Each has over }gars
experience in the employee benefits
area. Their practice specializes in
qualified plan drafting, employee
benefit seminars and compliance
consulting. They are currently
drafting a new mass submitter M&P
plan for FDP Corp. (now affiliated
with CORBEL). The authors wish to
express their appreciation to Sal
Tripodi, APM, of TRI Pension Services
for his assistance with this article.

1 Rev. Proc. 2000-20 replaces Rev.

to High Standards

Note: An edited version of the following letter was published November 26
by theWall Street Journal The letter, from Henry K. Knowlton, vice
chairperson of the Actuarial Board of Counseling and Discipline (ABCD),
responded to the newspaper’'s October 29 article reporting that the La-
bor Department planned to examine actuarial firms'roles in helping em-
ployers convert to cash balance pension plans from traditional plans.
The article reported that from its 1992 inception through 1998, the ABCD
had disciplined “only” seven actuaries.

November 18, 1999
Dear Sir:

In her October 29 article in thgall Street JournalEllen Schultz made
reference to the Actuarial Board for Counseling and Discipline. As a

22 A

Proc. 89-9 relating to the national
prototype program and Rev. Proc.
89-13 relating to the regional pro-
totype program.

The M&P stands for master and pro-
totype. Ina master plan, the assets
of all adopting employers are in-
vested in a single funding medium
(such as a master trust). In a proto-
type plan, the assets of each adopt-
ing employer are invested in a sepa-
rate funding medium. Prototype
plans are more common. This article
uses the term M&P plan to describe
both master and prototype plans.

The government’s internal discus-
sions of whether to allow cross-
tested M&P plans apparently was
a reason for the delay in the issu-
ance of the procedure. IRS had in-
dicated informally that it planned
to allow for cross-tested M&P
plans. However, the final version
of Rev. Proc. 2000-20 clearly prohib-
its cross-tested M&P plans. This
outcome is unfortunate for M&P
sponsors since they will now need
to take an alternative approach for
their many cross-tested plans.

Mass submitters and non-mass
submitter M&P sponsors will mail

THE PENSION ACTUARY

member and former chairperson of the ABCD, | was more than disap-
pointed by the dismissive tone of Ms. Schultz's comments.

The ABCD is a volunteer board that takes its responsibilities to the
actuarial profession and the public very seriously. The number of actuar-
ies who have been disciplined may seem relatively small in the abstract,
but it must be remembered that the actuarial profession itself is minus-
cule compared to other professions. There are fewer than 18,000 actuar-
ies in the entire United States. By contrast, there are more than 40,000
lawyers admitted to practice law in the District of Columbia alone.

Ms. Schultz’s article fails to report that, from its inception, the ABCD
has considered more than 150 cases that could have resulted in disciplin-
ary action. Where the complaints were without merit, the ABCD dis-
missed them. In many cases, however, the ABCD offered specific
guidance directing actuaries to improve their practices. Ms. Schultz also
ignores the more than 100 instances where conscientious actuaries have
voluntarily contracted the ABCD requesting guidance on how to deal
with thorny professional issues.

The ABCD is committed to maintaining the high standards of con-
duct, practice, and qualification of the actuarial profession. | would urge
Ms. Schultz not to be so quick to dismiss the valuable service that the
ABCD provides to the actuarial profession and the public.

Sincerely,

Henry K. Knowlton, Vice Chairperson
Actuarial Board for Counseling and Discipline
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Focus on ABCs
Chicago and Delaware Valley

by Rachel G. Veltman, Chicago and Jonathan S. Corle, CPC, Delaware Valley
Winds of Change in Chicago

fter building a solid foundation of membership anduded nationally known speakers

program interest, the original officers of the ASPUch as Bob Bildersee, Esq., and Ed
Burrows, MSPA, as well as local ex-

the organization and welcomed new members to the Adeaturing William Sweetnam, Esq.,

sory Board. The new Board will carry on the tradition Bf”ef.'tTaX Counsel for the U.S. Sen-
ate Finance Committee, was very

providing informative programs in a forum conducive ft@ell attended. Accompanying Mr.

networking with individuals representing a variety of intefwegmam W?BS _ASF(’;NSﬁOV\I/En Exg_tilu-
. ive Director, Brian Graff, Esq. Bi
ested professmns. and Brian presented a Washington
In keeping with this goal, the De- & Rosenthal is remaining active onYpdate on pending pensio_n reform
cember 2, 1999 program “Year-Endthe Board as the Government Relafollowed by a lively question and
Planning Opportunities” featuredtions Chair. Past Vice-President@nswer discussion. This informative
Aaron Venouziou, MSPA (PresidentMaureen M. Thomas, APM, of Program was also covered by the lo-
of DATAIR Employee Benefit Sys- Maureen M. Thomas, Ltd. is now theC@l Press. _ _
tems) addressing the implicationsASPA Liaison and Janet S. Atour first meeting of this year,
that the repeal of Code SectionEisenberg, MSPA, of Eisenberg As-Scheduled for Feb_ruary 28, a panel
415(e) has for professionals as welkociates, Ltd. is Chair of Continuing ©f local experts will cover the new
as for our clients. Upcoming pro- Education. 5500 Form. Additional programs are
grams are still in the planning stage, For information about upcoming in the planning stages. For more in-
but they will continue to be held at ABCC meetings, please contact Meetformation on upcoming events,
the East Bank Club, feature speakings/Committees Chair Lori Anne Pleéase contact Promotions Chair Jon
ers on timely topics, and concludeWard at law@sonnenschein.com ofcorle at jcorle@tycor-benefit.com or
with the opportunity to greet and (312) 876-2574. (610) 251-06704

meet over cocktails and hors . .
d'oeuvres. Strong Finish/Strong Start in

. . Delaware Valley Rachel G. Veltman is a consultant
The new ABCC President is Mark . . . " :
Under the leadership of its secondvith Profit Planners, Inc., a pension
. ; . resident, Marcia Hoover, QPA, of benefits consulting firm in Chicago
Pension Consulting Services. Othe ' ' ’ o . : :
: g ) NC Bank, the Delaware Valley ABC lllinois and the Vice President of the
new appointments include: Rachel G. ) . : ) .
- in Philadelphia had a banner yearASPA Benefits Council of Chicago.
Veltman of Profit Planners, Inc., . . . .
. , . . During 1999 ABC membership andJonathan S. Corle, CPC, is president
Vice- President; Terri R. Michelsen, _ ; : .
. financial resources grew beyond exof TYCOR Benefit Administrators,
CPC, QPA, of American Express . . X . .
. : : pectation to provide a solid founda-Inc., a pension and employee benefit
Pension Consulting Services, Secre- . T .
) tion for programs in the Year 2000. consulting firm he founded in 1980.
tary; Gerald P. Cleary, Jr. of North- o . )
, The Council’s first president, Mr. Corle was a founding member of
ern Trust Company, Treasurer; Be
. : tephen H. Rosen, MSPA, CPC, rethe ABC of the Delaware Valley and
Neiburger of Baker & McKenzie, . . L
. o : mains active as the ASPA Liaison oncurrently serves as an ABC board
Membership Chair; and Valerie L. . .
- - : the Delaware Valley Board. member and publicity chair. He also
Miller of Hewitt Associates, Board : . . . . :
. . A series of well-received programsreceived his CPC designation from
Member. Past President Leslie A'Were resented in 1999. These inASPA in 1983
Klein, APM, of Sonnenschein, Nath b ' '

A. Yahoudy of American Express
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C 2 that is whergyou as a plan practi-
ONTINUED FROM PAGE tioner come in. First, you must fill
the gap with creative solutions.

Retirement Plans, Then and Now There's a new board game called

. Tribond where you are asked ques-
Survey (RCS)*, we see that nearlyfrom about 90,000 in 1985 to aboutijons of the type “What do the fol-

half of today’s workers expect to re-27,000 in 1998. There also has beefbwing three things have in
tire at age 65 or later, and 5 percen& sharp decline for plans with be-.qnmon?” Example: What do a car,
expect they will never retire. In con-tween 100 and 999 participants. In, (rae and an elephant have in com-
trast to these expectations, howeverl 985, there were more than 18’00%on? (Answer: to be found later in
most retirees report actual retiremenplans in this size range but, byig article). Well, what do a Defined
ages younger than age 65. 1998, only about 11,000 were op-ganefit Plan, a Profit Sharing Plan

and a Money Purchase Plan have in
common? The answers here are nu-
merous and easy, but take it a step

Expected (% of workers) Actual (% of retirees) further. If there are so many simi-
larities, why should they be separate

The Ninth Annual Retirement Conference Survey
Expected and Actual Retirement Age

Age 54 or younger 5% 20% plans? Why not one plan document
Age 55 t0 59 13 16 and trust singularly containing the
Age 60 13 6 appropriate characteristics and pro-
Age 61 to 64 13 29 visions to provide the solution for

Age 65 30 14 that plan sponsor, covering their en-
Age 66 or older 17 12 tire range of goals and objectives in
Never retire 5 n/a

one vehicle? Vehicles that are under-

_ _ _ stood, efficient to administer, and are
For many retirees, this earlier re-erating, a reduction of about 40 capable of providing adequate retire-

tirement was not by design — morepercent. Technology, investmentmentincome to a cross section of par-
than 4-in-10 of today’s retirees saysizzle, competition, governmentticipants are a must. Impractical,
they retired earlier than planned (4%egulation, and employee appreciamaybe or maybe not, but the point
percent). The youngest retirees -tion (or lack of appreciation for js we must be creative in our search
those born in 1933 or later — areDefined Benefit plans) all played to find effective solutions. Why not
especially likely to report retiring a role. One might postulate thatinyoke the concepts of a Disney Jour-
before age 60 or retiring earlierthere are an equal number of Deney Into Your Imaginatioto the re-
than expected. fined Benefit plans that were nevertirement plan challenge of our era?
The shift from Defined Benefit established for the same reasonst might even be fun.
to Defined Contribution plans and This has left us with the challenge  Thjs challenge is also where ASPA
a general lag in the adoption of newthat the retirement plans of today,comes in. ASPA has served the re-
plans of any kind has been most noeonsidering both coverage of par-tirement plan community in a fo-
table in the small plan area. AC-ticipantS and benefit levels, are in-cused and distinguished manner for
cording to the Pension Benefitadequate for the needs of thegyer thirty years. We have adapted
Guaranty Corporation Pension In-future. There are 10,000,000¢0 the changes that have come fast
surance Data Book 1998, the numAmericans today who do not haVeand furious and have met the words
ber of Defined Benefit Plans health insurance, but they are to by our statement of purpose: The pur-
peaked in 1985 at about 112,000provided health care by virtue of pose of the American Society of Pen-
Since then, there has been a Shaﬁ@deral mandate. Beyond SOCialsion Actuaries is to educate pension
decline to about 42,000 plans inSecurity, there is no parallel in the actyaries, consultants, administra-
1998. Of special significance to theretirement plan arena. If your em-tors, and other benefits profession-
ASPA practitioner is that the redUC-poner does not have a retiremen%us, and to preserve and enhance the
tion has not been proportionalplan, you receive no retirement in-private pension system as part of the
across all plan sizes. Plans withcome. deveiopment of @ohesive and co-
fewer than 100 participants have Within that challenge also con- herent national retirement income
shown the most marked declinespicuously lurks opportunity, and policy.
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| would like to personally thank ASPA's past presidents for the invaluable contributions they have made
to our success and for paving the way to the future. They are:

Past Presidents of the Society

Carol R. Sears, FSPA, CPC 1999 A. David Degann, FSPA 1984
Karen A. Jordan, CPC, QPA 1998 Curtis Hamilton, MSPA, CPC 1983
Richard D. Pearce, FSPA, CPC 1997 Gerald D. Facciani, MSPA 1982
Michael E. Callahan, FSPA, CPC 1996 Charles W. Leggette, FSPA 1981
Stephen R. Kern, MSPA, CPC 1995 Brendan O’Farrell, Jr., FSPA, CPC 1980
Paul S. Polapink, MSPA 1994 Brian W. Kruse, FSPA, CPC 1979
Robert E. Guarnera, MSPA, CPC 1993 J. William Cloer, FSPA 1978
Ruth F Frew, FSPA, CPC 1992 William C. Spencer, MSPA, CPC 1977
G. Patrick Byrnes, MSPA 1991 James L. Kirkpatrick, FSPA* 1976
Alan J. Stonewall, FSPA 1990 Howard J. Johnson, MSPA 1975
Howard M. Phillips, MSPA 1989 Fred R. Kissling, Jr., MSPA 1974
Eric L. Kranke, FSPA, CPC 1988 William W. Hand, FSPA* 1973
R. William Dozier, Jr., FSPA, CPC 1987 Samuel J. Savitz, MSPA, CPC 1972
Edward E. Burrows, MSPA 1986 Carl I. Duncan, FSPA* 1971
Robert D. Lebenson, MSPA 1985 Harry T. Eidson, FSPA, CPC*  1966-1970
*Deceased

Thank you each and all for guid-a client consultant and is an En-surerandwas chairman of the Com-
ing us though these times. rolled Actuary with 34 years of munications & Technology Com-

We have met the challenges ofexperience inthe actuarial and em-mittee when the new web site
the past, and | know we will con- ployee benefit field. He is cur- (www.aspa.orjyjwas designed and
tinue to meet those of the future. rently serving as ASPA's presidentimplemented.

Oh, by the way, the answer to theHe has also served as ASPA's trea-
guestion, what do a car, a tree and an

elephant have in common is a trunk ATTENTION ASPA MEMBERS!
I’'m sure you surmised thath

*The 1999 RCS gauges the Are you or your company interested
views and attitudes of working and in purchasing new computer equipment
retired Americans regarding retire- at a great price?
ment, their preparations for retire- Dell Computer Corporation has estal-
ment, their confidence with regard lished a discounted purchase plan on com-
to various aspects of retirement, puters and peripherals exclusively for
and related issues. The RCS is cor m ASPA members!
sponsored by the Employee Benefit For more information, call Dell at
Research Institute (EBRI), a pri- (800) 822-6069, ask for ASPA's repret
vate, nonprofit, nonpartisan pub- sentative, Tiffany Leland, and identifyf
lic policy research organization, ] yourself as an ASPA member
and the American Savings Educa; Tiffany will answer your ques-
tion Council (ASEC). tions and place your order.

John P. Parks, EA, MSPA, is presi-
dent of MMC&P Retirement Ben-
efit Services in Pittsburgh, Penn-
sylvania. Mr. Parks also serves as
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as pension professionals. Inthe end,
| believe both we and our clients ben-
efit from this continued fragmenta-
tion.

I hope that ASPA will continue to
play an advocacy role with govern-
mental agencies, continue to provide
stellar educational services, and con-

n case you're interested in trivia, my year as presid(f,'ﬂlfe to execute our programs flaw-
essly. | also hope that we will focus

(1991) was the ShOI‘teSt |n ASP]NS hIStOI’y We moved tmere C|ose|y on the forces Changmg
presidential term off the calendar year and onto an anrigi our society and the financial ser-

meeting year. Nevertheless, the brewing issues of the day’ '8j@gﬁﬁhﬁ;ﬂgﬁgfiﬁg@ﬁﬁe

not seem trivial at the time. lenge the government to do the right

. .. thing, but also challenge its members
In the year 1991, we added the tag Our future, while yet to be writ- to do the right thing. Our advocacy

line, “Actuaries, Consultants, Admin- ten, will undoubtedly involve enor- should be to preserve and enhance
istrators and other Benefits Profesmous change. The pension industryl,he private pension system — that is
sionals,” to the ASPA logo. This which itself is a growing segment OfASPA’s job, and we must not lose
change came about for two reasonghe financial services industry, hassight of it éven if this creates con-
First, ASPA was seeking to brand itsbeen fragmented into many parts. | roversy a'mong our membership
identity and become better repre-our early years, the pension industry Finally, we need to build the |n
sented in the pension world. Secondyas primarily the domain of SerVicefrastructljre necessary to accomplish
the change was made in response faroviders and consultants, and We, goals, and to build for the future
heavy criticism from one of the tended to view the “product” peopleWe can't 'be afraid to spend money
member organizations of the Coun-as the enemy. However, over the Ias(take risks, and keep our eyes open’
cil of Presidents that wanted ASPAdecade, we've seen a major shiftin . M'illennium _ Here comes-
to change its name. the pension industry. ConsultantsASPA, N

We joined the Council of Presi- and money managers have become, ’
dents in 1989. In 1990, as presidentin many instances, strategic partners:
elect, I served on the first “Working With only a few notable exceptions, pat Byrnes, MSPA, is founder and
Agreement Task Force” that waswe have learned to peacefully coexpresident of Actuarial Consultants, Inc.,
chartered to unify the actuarial pro-ist, and in some cases, to prosper tQsn employee benefits consulting firm
fession of North America. The Coun-gether through alliances. In manyjn Torrance, California, and a past
cil of Presidents formed the Actuarialrespects, ASPA members now findyresident of ASPA. While president,
Board for Counseling and Discipline themselves sleeping with the enemyr Byrnes was instrumental in spear-
(ABCD), which thrives to this day. (or what we used to view as the enheading the organization’s involve-
ASPA signed onto the ABCD at theemy). | think we had better get usedyent in the IRS small plan audit pro-
final 1991 Board Meeting. This ac-to this, because | believe our indusyram. He has testified before the IRS
tion provided the impetus for ourtry will continue to fragment and on Treasury Regulations and contin-
code of conduct for actuaries and thexpand. Those who we now view as,es to work with ASPA’s Government
revision of the general code for non-threats to our businesses will prob-agfajrs Committee. He is a founding
actuaries. ably force us to continue to change:o-chair of the Los Angeles Benefits

During my year as president, weand grow. We should keep in mind,conference, which is held annually
also began to develop a formal structhough, the lessons of the past—thesgnq is sponsored by ASPA, the IRS,
ture for the Government Affairs perceived “enemies” may eventuallyang more than 20 employee benefits-
Committee. Today the Committeebecome our partners. Either way, lyriented organizations. An enrolled
plays a vital role in ASPA by moni- view this fragmentation as a positiveactyary since 1976, Pat earned his
toring and proactively addressing vir-force. It requires us to change the,achelor's degree from the University
tually any pension-related activity way we look at our businesses, thef santa Clara and his MBA from the
occurring in the governmental arenamarket we serve, and even ourselveg harton School of Finance.

ASPA Then

and Now

by G. Patrick Byrnes, MSPA
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Reflections of a

Past President

by Howard M. Phillips, MSPA, FSA, MAAA,

Enrolled Actuary

tis hard to believe that more than a decade has passed simyeown distribution planning, as |
my year as president of ASPA — 1989. | thought it might béear the time when |, too, will need

important, and of interest to the readers, to reflect on the

following:

Much of my presidency in 1989 was
occupied with ASPAs entry into the
intersocietal affairs of the actuarial pro-
fession. Notwithstanding a legitimate
resistance by some of ASPA's member-
ship, ASPA was warmly accepted by the

other societies and over the past decade 5 The pre-tax salary reduction
has achieved a respected position among

the member organizations. Even now,
as | represent ASPA in many of my post
presidential-appointed positions in the
intersocietal community, | enjoy a re-
spect as the "ASPA representative,” not-
withstanding my credentials in other
societies.

In my travel as a professional, two
highlights come to mind:

1. My heavy involvement with defined
benefit Keogh plans (created by
ERISA), leading to my published
text,All You Need to Know About De-
fined Benefit Keogh Planand .

2. The development, refinement, and
utilization of the age-weighted allo-
cation design strategy in defined con-
tribution plans. That creativity in de-
sign for retirement programs not only
revitalized the pension business, but
also did something very special and
very meaningful for plan sponsors,
and plan members utilizing it.

With respect to the future, several
things come to mind:

* The extrapolation of the age-
weighted defined contribution design
into an environment, which combines

my services.a

Howard M. Phillips, MSPA, was
it with cash balance pension de-ospa's presidentin1989. Mr. Phillips
signs, to be utilized by small busi-js the past president of Consulting Ac-
ness. All of this is embodied inwhaty aries Inc., in Fairfield, New Jersey.

I call the “universal pension plan de- e served on the board of the Acad-
sign” (which contains up to five emy and currently serves on the board
deposit buckets): of the Actuarial Board for Counseling
and Discipline. He is the author of one
book and a multitude of articles in the
employee benefit arena. He continues
to lecture extensively on subjects in
actuarial science and employee ben-
efits.

deposit level (401(k)).

b. The discretionary matching
deposit level.

c. The percentage of pay, across-
the-board deposit level.

d. The supplemental deposit
within the defined contribu-
tion plan reflecting the new
comparability deposit level.

e. Supplemental deposits in the
cash balance plan, which ex-
ceed the defined contribution
plan individual limits.

ASPA Exam Results

Posted Online

Exam results for the June 1999
C-1, C-2(DB), C-2(DC), C-3,
and C-4 exams are now posted
by candidate name at

www.aspa.org/aspaedu.htm
A list of candidates who earned the

State-of-the-art electronic adminis-
tration of plans, including, but not

limited to, internet investing in

401(k) plans; electronic bankcard]

access to participant loans in 401(k

and 403(b) plans; and a more rapid

efficient, and timely benefit infor-

Pension Administrator’s Certifi-
cate effective August 31, 1999 is

also available on the site.

P

mational access for participants.

The profession’s working closely
with the government to assist a ris-
ing number of retirees who have
serious questions about their retire
ment plans and the calculation of|_ -

same as well as the payout option

decisions that must be made. B Wil
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Midstates Benefits Conference — Join Us in the Winay City The Northeast Key

May 8-9, 2000 — The Fairmont at Grant Park, Chicago, Illinois Conference Coming to
White Plains!

Holiday Inn Crowne Plaza,
White Plains, New York
June 16, 2000

In May, ASPA and the Midstates» Daily Valuation Issues
Key District of the Internal Revenues Mergers & Acquisitions and
Service will once again team up to their Effect on DB and DC Plans
present the 2000 Midstates Benefita IRS Regulatory and Legislative
Conference. Chicago is the place to Update
be May 8-9, 2000 for pension pro-+ 415(e) Repeal
fessionals looking to exchange infor-- New Form 5500
mation, advance knowledge, and The conference will be held at:
foster sound principles, procedures,
and practices in the industry. The

Plan to attend the fourth North-
east Key District Employee Ben-
efits Conference cosponsored by
ASPA, the Northeast Key District
The Fairmont Hotel at Grant Park of the Internal Revenue Service,

: . 200 N. Columbus Drive and its Pension Liaison Group.

two-day conference will provide the .
wo-cay : Wi provi Chicago, IL 60601 The conference will be held at the
latest information on the IRS restruc- .

. o Tel: (312) 565-8000 or Holiday Inn Crowne Plaza Hotel
turing and how it will affect you and . . :
your business. Additional topics to (800) 526-2008 in White Plains, New York on June

Fax: (312) 856-1032 16, 2000.

be covered include:

* 401(k) Plan Design

* IRS Woluntary Compliance
Programs

» Cash Balance Plans

In March, watch your mail for the
conference brochure or log onto our
web siteywww.aspa.org for more in-
formation. We look forward to your
participation in the conference.

This is a great opportunity to meet
and discuss employee benefit is-
sues with colleagues and govern-
ment representatives from the IRS
and DOL.

2000 ASPA BLC - Shaping Our Future You will learn what's new in the

Hotel Del Coronado, San Diego, California May 7-10, 2000 pension field, and will hear first-
hand from industry experts every-

The 2000 Business Leadership Thisis the BLC's 12year, and each thing you need to know on current
Conference will focus on the future ofconference gets better. The program isregulatory, legislative, administra-
the pension industry and will featuredesigned for decision-making person- tive, and actuarial issues.
pres_entatlt_)ns by' several key serviceel mqludlng p_re3|dents, principals, own- You can earn seven ASPA credits
providers in the industry. Slated toers, vice presidents, and key managers. .
speak are Don Mackanos, President ddrochures can be accessed on ourwebsit€ e up to Seven Y
CORBEL, orHow Our Industry iAd-  atwww.aspa.org Make it a point this ST G 11 EOmEITETEE:
dressing the Futurdavid Shah, Presi- year to join your fellow business leaders Hote| Information:
dent of Pyramid Digital Solutions, on in this important conference and help de- Hojigay Inn Crowne Plaza
Integration of Technology Serviges termine the future of our industry. 66 Hale Avenue
and Kraig W. Kramers, President and The conference is scheduled for white Plains, NY 10601
CEO of Corporate Partners, Inc., whaMay 7-10, 2000 at the Hotel Del Tg|:(800) 2-CROWNE or
will describe theCEO Toolbox Coronado on beautiful Coronado Is- (914) 682-0050

Interactive workshop sessions in-land adjacent to San Diego. In addi-
clude Running a Pension Operatipn tion to general sessions, networking A brochure will be in your mail-
presented by Cheryl Morgan, CPCgroups, and interactive workshops, the box this spring. Plan to register
with Pension EdunefRevenue Shar- agenda allows for some down time before May 22 and take advantage
ing presented by DCC&S; arfdfffice  when you can relax and enjoy the beau-of the early registration fee of
Automatiorpresented by IKON Office tiful setting and do some informal net- $175. For more information call
Solutions. The agenda for the four-daywvorking with your colleagues. ASPA ASPAs meetings department, at
program also allows for networking in has also arranged area tours for your(703)516-9300 or visit our web
smaller groups and discussion on topguests to attend during the day, and twosite atwww.aspa.org
ics of importance to business leaderseceptions and a dinner in the evenings
today. for both attendees and guests.
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ASPA Workshops in 2000

For the 2000 calendar year,may earn up to seven ASPA creditstanding daily valued plans; update
ASPA has scheduled twelve oneours. In addition, the 401(k) on safe harbor 401(k) plans; latest
day workshops on two diverse top-Daily Valuation Workshop offers guidelines on remedial amendment
ics of importance to the pensionseven non-core JBEA credit hoursperiod; administrative issues with
industry — Defined Benefit and and the Defined Benefit Workshopself-directed brokerage accounts;
401(k) Daily Valuation. Both offers seven core JBEA creditexploring participant loans and
workshops are designed for retire-hours. new 5500 forms. The workshop is
ment and benefits professionals The 401(k) Daily Valuation taught by Janice M. Wegesin, CPC,
with two or more years of experi- Workshop will cover a number of QPA, President of JMW Consult-
ence in the industry. Attendeespertinent topics including: under-ing, Inc. and Carol R. Sears, FSPA,

CPC, a partner with the Actuarial

Workshop Defined Benefit  401(k) Daily Valuation  consulting Group, Inc.
Locations Workshop Workshop The Defined Benefit Workshop
Austin, Texas Friday will cover: repeal of IRC Section
Sheraton Four Points Hotel April 14 415(e); plan termination alterna-
Denver, Colorado Monday tives; cash balance issues; dual
Embassy Suites Downtown  April 17 plan design; and floor/offset plans.

The workshop will be taught by

Boston, Massachusetts Monday Tuesday Joan R. Gucciardi, MSPA, CPC, an
ggﬁ:z??dn (C;ommander May 1 May 2 enrolled actuary and President of
9 Gucciardi Benefit Resources, Inc.
Indianapolis, Indiana Monday Tuesday and Norman Levinrad, FSPA, CPC,
Hyatt Regency Indianapolis May 22 May 23 President of Summit Benefit &
Los Angeles, California Tuesday Monday Actuarial Services, Inc.
Hilton Los Angeles Airport  June 20 June 19 In four cities, Boston, India-
Philadelphia, Pennsylvania  Monday Tuesday napolis, Los Angeles, and Philadel-
Renaissance Philadelphia  July 10 July 11 phia, the workshops will be held in
Airport the same Iocajuon on consecu_tlve
: _ days. ASPA will offer a $100 dis-
Atlanta, Georgia Friday count to attendees who register for
Crowne Plaza Ravinia August 25 both workshops. Please see the
Orlando, Florida Monday schedule on this page to make your
Wyndham Palace Resort  August 28 plans to attend these educational
& Spa workshops. For more information,

watch your mail for the workshop

brochure or check the ASPA
WW. aspa. 0 rg website atwww.aspa.org

ATTEND BOTH AND SAVE!

Check out the Atte?dl?oth work's:lopfs artljd tshave
: money! If you register for both a

Meetmgls Bl 401(k) Daily Valuation workshop
'_[0 down _Oad and a Defined Benefit workshop,
information, the registration fee is reduced by
brochures, and $100! Register today; Seating is
registration forms limited! Registration forms are ac-
for upcoming

cepted on a first-come, first-served
conferences.

basis.
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Focus on E&E
Exams On-Demand:

Coming in 2001

by Gwen O’Connell, CPC, QPA

SPA examinations initially were given exclusively atonsultant, Carol Sears, FSPA,

paper and pencil sites. Countless hours were sgeit: the E&E Quality Control
.. . . . Chair, Curtis Huntington, APM;
lining up proctors and examination sites a few weeks A's Education Services Direc-

sometimes days before the examination dates in June tangevin Scott; and ASPAs Direc-
December. The process was difficult to manage. tor of Administration, Jane Grimm,
will meet with Sylvan to discuss the
As the number of candidates in-examinations on-demand. Beginningconversion to on-demand exams.
creased, ASPA found it impossiblehopefully, in February 2001, exams Watch for further progress on this
to continue administering examina-will be offered throughout the year initiative through articles ifhe Can-
tions at individual paper and pencilwith black-out periods in January anddidate Connectioand in this column
sites exclusively. The E&E Commit- three other times. The purpose of thef The Pension Actuana
tee selected Sylvan to deliver examiblack-out periods is to give time for
nations. Though the initial intention uploading the new examinations and o
was to deliver all examinations atto retool examinations at specific GWensS.O'Connell, CPC, QPA, is Prin-
Sylvan, it was soon discovered thapoints during the year. cipal of Summit Benefit & Actuarial
Sylvan was not able to administer es-  The question base will be developed€vices, Inc. in Eugene, Oregon. Ms.
say examinations, but the C-1,0n a per-chapter or unit basis. This2'Connell currently serves on ASPA's
C-2(DB), and C-2(DC) examinations will ensure that the exams follow the EXecutive Committee as its secretary, is
were quite successful. blue-printing to test each chapter/unit Member ofthe Board of Directors, and
With the implementation of com- sufficiently. The questions for each'S the general chair of the Education
puterized testing, candidates are ofteexam will be randomly selected and®"d Examination Committee.
under the impression that because thaelivered within the units. No two ex-
examination is being offered in an elecaminations will be exactly the same.
tronic format that the passing results Under the on-demand structure no . :
should be available immediately.only do candidates get to schedule ex-The Pension Actuaryelcomes your views
Though numerous articles and explaaminations for times that work better] 52"
nations have been provided to candifor them, but also they will be given ;';ePAPegi'i‘t’g ?gé”ary
dates about the pass mark process, their results upon completion of the 4245 North Fairfax Drive
our electronic world, this is not meet-exam. A candidate who does not pas Arlington, VA 22203
ing our candidates’ needs. The candian exam can retake the exam after g (703) 516-9300
dates want faster, immediate results. brief waiting period. or fax (703) 516-9308
Beginning in the year 2001, ASPA  In February 2000, a task force in-
will offer the C-1, C-2(DC), and C-2(DB) cluding our Technical Education

Ideas? Comments? Questions?
Want to write an article?

[72]

or e-mail aspa@aspa.org
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CONTINUED FROM

2000 CALENDAR OF EVENTS

ASPA
PAEE 3 2 CE Credit
Pix DigESt April 7-8 EA-1(A) class, Denver, CO! 10
. . t
who had met the 21/1 criteria as of >0 EA-1(B) class, Denver, CO 10
the first day of the year would be April 14 401(k) Daily Valuation Workshop, Austin, TX 7
participants in the plan, even if they , .
terminated prior to June 30. ThesePl 14-15 EA-L(A) class, Washington, DC 10
employees could easily be over- 16-17 EA-1(B) class, Washington, DC! 10
looked in the first year of a plan. To ppj| 17 Defined Benefit Workshop, Denver, CO 7
read the entire thread, download
first2.fsg. April 28-29 EA-1(A) class, Chicago, IL 10
. April 30-May 1 EA-1(B) class, Chicago, IL 10
Section 125 Plans
Deferral Deposit Date May 1 Defined Benefit Workshop, Boston, MA 7
[Thread 83267] May 2 401(k) Daily Valuation Workshop, Boston, MA 7
A user questioned whether Sectiony;,, 7.1, Business Leadership Conference, San Diego, CA 10
125 plan contributions must be depos-
ited in the same manner as 401(k) deMay 8-9 Midstates Benefits Conference, Chicago, IL 15
fe_r rals. Several users pointed out th ay 13-14 ASPA Weekend Courses, Denver, CO 15
this would depend on whether the pla d
held the benefits in trust, or paid them C-1, C-2(DB), C-2(DC), C-3, and C-4
from general employer assets. If atrusay 22 Defined Benefit Workshop, Indianapolis, IN 7
is used, then the deposit rules do ap- _ . _ _
ply, as they become "plan assets.” AMay 23 401(k) Daily Valuation Workshop, Indianapolis, IN 7
an aside, another user poir_1ted out the'([/lay 31 C-1, C-3, and C-4 exams *
the Department of Labor relief that per-
mits 125 plans to operate without aJune 1 C-2(DC) exam *
trust does not extend to after-tax em-
ployee contributions, such as COBRAJune 2 C-2(DB) exam *
premiums paid by an employee. If thisjyne 19 401(k) Daily Valuation Workshop, Los Angeles, CA 7
is the case, COBRA payments could . .
necessitate a trust for a 125 plan. Tgune 20 Defined Benefit Workshop, Los Angeles, CA 7
read the entire thread, downloady,, 19 Defined Benefit Workshop, Philadelphia, PA 7
125cont2.fsg.a
July 11 401(k) Daily Valuation Workshop, Philadelphia, PA 7
July 16-19 ASPA Summer Conference, San Francisco, CA 20
PIX is now on the August 31 PA-1(A) and PA-1(B) exam submission deadline **

Internet!

* Exam candidates earn 20 hours of ASPA continuing education credit for passing exams,
15 hours of credit for failing an exam with a score of 5 or 6, and no credit for failing with
a score lower than 5.

The current version of the PIX
message software, WOD, has
been updated to incorporalte
internet access to the PIX mgs-
sage board. No more long dis-
tance phone calls to PIX. Contact
PIX today at 805-683-4334 foin
or get your updated software!

PA-1A and B exams earn 5 ASPA continuing education credits each for a passing grade.

ASPA offers these courses as an educational service for students who wish to sit for
examinations which ASPA cosponsors with the Society of Actuaries and the Joint Board
for the Enrollment of Actuaries. In order to preserve the integrity of the examination
process, measures are taken by ASPA to prevent the course instructors from having any
access to information which is not available to the general public. Accordingly, the students
should understand that there is no advantage to participation in these courses by reason that
they are offered by a cosponsor of the examinations.
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sician is in fact being paid for call
duty. Another user pointed out that
since there is actual payment, there
is a good argument to be made that
the physician is in fact "working"
while on call.
The last question that arose about
PIX DiGEST hours qf service _concerned employ-
i} ees paid on a piecework basis, and
W h at C O n St I tu teS the employer does not want to cover
these employees in the plan. Again,
- hours equivalencies were discussed.
an H O u r Of Se rV| Cet) However, at 10 hours per day or 45
hours per week if any service is per-
formed, the hours add up quickly. Of
course, if these employees are never
credited with 1,000 hours, even us-
When is someone working?at an automobile dealership. Théng these equivalencies, then exclud-
When are they not working? Soobvious answer is to use one of théng them is not a problem.
much of pension administration de-hours equivalency definitions in the  These threads provide good ex-
pends on an employee's hours of seplan. The user was further concernedmples of various employment ar-
vice, but what exactly is an hour ofthat using such a definition for therangements that do not lend
service? What if someone is on call’zales staff (which might include themselves to actual hours
What if someone is working a 24 highly compensated employees) angecordkeeping. Practitioners should
hour shift, but assumed to sleep formctual hours for the rest of the emconsult with their clients regarding
part of the shift? These and otheployees could be discriminatory.the nature of their work and the way
questions were raised in several difHere the regulations provide little employees’ hours of service are
ferent threads recently. comfort. Part 2530.200b-3(c)(3) tracked. To read these threads in their
The first of these threads discussedtates "(3) Notwithstanding para-entirety, download the file
the case of a home health care agengraphs (c) (1) and (2) of this sectionhours2.fsg.
that has employees who providethe use of a permissible equivalency
health care and assistance to persoffisr some, but not all, purposes orthe ~ First Day of Plan Year
in their homes. The agency main-use of a permissible equivalency for Entry Date
tains a plan that specifies actual hoursome, but not all, employees may, [Thread 83339]
worked are to be used for plan purunder certain circumstances, resultin This thread started with a user
poses. Shifts of 24 hours are comédiscrimination prohibited under Sec'questioning what entry dates could
mon, eight hours of sleep time istion 401(a) of the Code, even thougrbe used in a plan with no waiting
assumed, and the employees are paitlis permitted under this section." period for eligibility. Another user
for the 24 hour shift on the basis of Since the equivalency definitions ointed out that 410(a)(4) provides
16 working hours. Several PIX us-are generally far more generousthaﬁ1at an employee must enter the plan
ers responded that they would conactual hours worked, using them forrlo later than the earlier of either the
sider this to be 24 hours of servicea group of mostly highly compen- first day of the plan year or 6 months
Another user posted excerpts from aated employees could be discrimi-a]cter completing a Year of Service
court case where nurses were deniedatory. and attaining age 21.
overtime pay for such hours, and ex- The next question considered a Another user brought up a situa-
cerpts from regulations under the Faiphysician who is paid to be on caII.tion where a plan is set up at year
Labor Standards Act that provide thatA user posted Labor regulations tha%n d, retroactive to the first day of the
an employer and employee maystated that just being available to b ea; with June 30 and December 31
agree on the amount of time excludedontacted, but not required to remai ntf)” dates. Because of the first day

from pay for personf':ll time. on the premises, is not considere equirement of 410(a)(4), employees
The next question concernedworking. However, in the case be-
tracking of hours for the sales staffing discussed in this thread, the phy- Continued on page 31
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