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Oops!! I'm a
Fiduciary? g

by Lee Kliebert, CPC, QPA
and E. William Berke, APM

ith investment markets in their current state of
flux, many 401(K) plan sponsors will be looking at
their plans with a critical eye in the coming months. Inevita-
. . . bly, many will choose to change investment providers,

Pension Legislation
Revitalizing Defined recordkeepers, and TPAs. As aresult, chances are good that
Benefit Plans most TPAs will find themselves on both ends of 401(k)
by Brian H. Graff, Esq. takeover cases. Regardless of which end of the takeover a
_ This article is the first in a se-  TPA finds itself, there are many issues to trip over. Handled
ries of periodic articles discussing jnranarly, some of these issues have the potential to create
the possible framework for future ) ] ]
pension legislation. fiduciary status for the TPA. This article attempts to address

It has been a couple of "éonthz how ERISA fiduciary rules impact a 401(k) plan’s blackout
since EGTRRA was enacted, an . . .
if you think we are done with pert- period .and what t.he TPA must be concerned with to avoid
sion legislation, forget it. ASPAs becoming a fiduciary. While there are currently no cases
Government Affairs Committee  djrectly on point, there are many cases that provide the road
has already started to have meet- h this i ll bablv be litigated
ings with Congressional staff MapP as to how this issue will probably be litigated, sooner

about possible proposals for the rather than later.
next generation of pension legis-
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Background
1. ERISA 83(21)(A) defines a fidu-

ciary as a person who (i) has any
discretionary authority or control
over the management of the plan
or its assets, (ii) renders invest-
ment advice for a fee or other
compensation, direct or indirect,
with respect to the plan’s assets
or has any authority or responsi-
bility to do so, or (iii) has any dis-
cretionary authority or responsi-
bility in the administration of the
plan.

In addition to the requirement that
the plan document name a fidu-
ciary [ERISA §402(a)], a person 2.
can be deemed a fiduciary be-
cause the term is a functional
term, not merely the result of a
formal identification Mertens v.
Hewitt Assocs 508 US 248
(21993)].

The courts have consistently ap-
plied the three-pronged test set
forth in ERISA 83(21)(A) to

determine fiduciary status. For
purposes of this article, the third
test (discretionary administrative
control) is one that few, if any,
small plan TPAs should encoun-
ter. Thus, this article focuses on
the first two tests and how their
application could affect the
reader. While we split the two
prongs for discussion purposes,
the courts do not make such a dis-
tinction. Rather, the courts use the
facts and circumstances and ap-
ply the separate standards of the
two prongs simultaneously with-
out regard to the specific prong.

For purposes of this article, the
fact pattern is:

Plan Sponsor has maintained a
401(k) plan for ten years. During
this time, ABC TPA firm has pro-
vided all the administrative and
recordkeeping services. Al Agent,
owner of ABC, sold the sole fund-
ing vehicle, a group annuity con-
tract with investment choices, and

received the commégons person-
ally.

Plan Sponsor is approached by his
bank, which offers a typical bundled
service product. Plan Sponsor de-
cides to transfer to the bank and
signs a letter drafted by the bank.
The letter instructs ABC to wrap up
its work as of December 31, liqui-
date the annuity contract, and wire
transfer the proceeds, with the fur-
ther demand to provide the indi-
vidual accounting as soon as pos-
sible. Neither the bank nor Plan
Sponsor makes any further contact
with ABC.

On January 2, the bank receives
the proceeds and places them in
a money market account. ABC
doesn’t provide the participant
accounting until April 1, and the
bank does not allocate the funds
from the money market ac-
countuntil June 1, when it trans-
fers the money to the participant
Continued on page 10
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ASPA Members Participate in
IRS 403(b)/457 Workshop

by Theresa Lensander, CPC, QPA, JoAnn Albrecht, APM, and Amiram Givon, CPC, QPA

nApril5,2001, Theresa Lensander, JOAnn Albreclatpecially in the case of teachers.

and Ami Givon of ASPAs Tax-Exempt and Govern¥/hen employees are asked how long
the)( have been employed, they usu-

mental Plans Committee participated in an interactive pagglyovide the total number of years
discussion at the IRS’s annual 403(b)/457 workshop at tiey have worked in the state retire-

IRS’s Laguna Niguel, California offices. This was the thi@‘zg‘f fés\i”;’e”;rt]tcvﬁt?]”;“t;e;r‘t)ifc{j“;::s

year of the workshop. ASPA participated in the workshopsgiiool district. The panelists ac-

the invitation of the IRS all three years. This was the first yé&agwledged that a step-up in the IRS
. . jts with regard to the MEA cal-
that vgndor representgtlyes servgd as panelists. The W?)Lljf‘%“ ons will occur, particularly in
shop is an annual training meeting of IRS technical figight of new legislation which would
employees involved in 403(b) and 457 plan examinatidgonger require the MEA limit, be-
lunt fi d ed fi | t h ti .t.gmnmg in 2002.
voluntary correction, and educational outreach activiti€Syengor representatives indicated
Robert Architect and Cheryl Press chaired the panel.  that more definitive guidance from
the IRS was needed regarding the

Panel members shared the experi- The most common problems men<,oqor's role in 403(b) compliance,

ences and insights of practitioners antioned were violations of the univer- particularly in situations when there
vendors on the current trends, probsal eligibility requirements and the multiple vendors without a cen-
lems, and concerns affecting suchmaximum exclusion allowance cal-; 4ji-ed recordkeeping system.
plans. All agreed that during the lasttulations. Panel members noted théﬂ/lany operational issues continue to
five years, compliance in the 403(b)403(b) plans with a salary deferral,yisi for 403(b) plan(g.jmproper
area has improved, due in large parfeature often have not made that feay ..o nt registration), often causing
to IRS educational, outreach, and volture available to all employees, as isrmproper distributions to occur. The
untary correction programs whichgenerally required by the §4O3(b)pane|ists were informed that the IRS
have evolved with ongoing input “universal eligibility” requirement. |, < in process of developing a ba-
from the practitioner community. ~ Under IRS correction programs, theg;. guide to assist 403(b) eligible
ASPA encouraged the use of thestandard method of correction for aemployers with VCT operational
VCT correction program under Rev-violation of that requirement is mak'matters, and ASPA offered to help
enue Procedure 2001-17 for 403(bjng contributions for improperly ex- .t the development of this
eligible employers, while at the samecluded employees. Many panel . 4.
time acknowledging that the self-members felt that a 403(b) plan e panelists were asked to com-
correction process is still at a basiavhich has violated the universal eli- ,ant on what the IRS could do to
level. The concept was stressed thajibility requirement in the past improve its outreach to 403(b) plan
increased participation with self- should be permitted to correct on asponsors. Suggestions for improved
correction will follow once em- prospective basis only, since most,q,cation and outreach were given,
ployers and vendors have time tceligible 403(b) employers do nOtincluding increased vendor partici-
work out policies and be comfort- have the financial resources to mak%ation and increased utilization of
able that policies and procedureghe standard correction. the IRS website and other informa-
are developed properly. It was Many audits have revealed that thgj,na1 services. The panelists com-
noted that deelopment of policies counting of years of service for pur-
and procedures would greatly assisposes of the “maximum exclusion al-
with operation of 403(b) plans. lowance” (MEA) is often incorrect, Continued on page 9

mended the IRS on its outreach
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Making Phased
Retirement Work

by Adrien R. LaBombarde

raditionally, qualified retirement programs have be@hnased retirement program. First, the

designed and regulated on the basis of a simple “cliff*Ployee must be given access to re-
ceipt of retirement distributions prior

view of the retirement event: before the retirement daf€gomplete retirement. Second, the

employment is full-time and no distributions are made fromiue of any unpaid retirement distri-

the plan; after the retirement date, plan distributions are tLHI@”S should be preserved. Absent
theSe two elements, a retiree candi-

only income associated with the former employer. Practigak might do better to simply jump
experience has long been carving graded slopes into that efiffhe traditional full retirement cliff.
The retiree might seek special contract work with the fornfegulatory Hurdles

employer or might take up a part-time job with a neyPDistributions undera defined ben-
efif, plan cannot be made prior to at-

employer. Except in the public sector, “phased retiremeffi,ment of the plan’s normal
has usually been through ad hoc, individual arrangemestigsment age unless the employee

that have frequently been difficult to coordinate with ttf@mpletely severs employment. An
individual cannot circumvent that

employer’s existing pension plan. The convergence ofemelgg-by retiring and then simply re-
ing demographic trends, shifts in the economy, and the repeaihg to work full-time with the

of the Social Security earnings limit for older workers f§me émployer. The employer could
amend the plan to lower the normal

forcing employees, employers, lawmakers, policymakefsirement age, but might need to
and regulators to rethink the balancing of retirement incomeeple that change with complex

: benefit formula redesign to preserve
goals with labor patterns. all benefit rights without significantly

Phased Retirement Patterns should take all relevant factors intojacking up employer costs. Even

Phased retirement typically in- account, including eligibility for em- then, special optional distribution
volves a delay of full retirement, pre- ployer-sponsored retiree welfare benforms that make partial payments
ceded by a phased retirement periodfits, Social Security eligibility, and during the phased retirement period
of partial employment. Retirementthe individual’s changing needs dur-would best match the retiree’s needs.
plan distributions would differ from ing the transition. Internal accumulations fashioned af-
the normal retirement benefitintim-  In a perfectly competitive labor ter the deferred retirement option
ing and amount. During the phasednarket, phased retirement desigmprograms (DROPs) common among
retirement period, distributions faces a challenging pro forma: the inpublic employers, perhaps main-
would be designed to coordinate withdividual might always elect to retire tained under a hybrid plan structure
reduced compensation levels; aftefrom the former employer on a full that relies on hypothetical account
complete retirement, distributionspension and go to work part-timebalances (for example, a cash balance
would increase to full retirement lev-with a new employer. This simple plan), offer one possible direction to
els. Planning for benefit adequacyalternative helps define two of theproceed with tailoring plan design to
through the phased retirement periognost critical aspects of an effectivephased retirement goals.

4 A THE PENSION ACTUARY A JULY-AUGUST 2001



If phased retirement periods com-the employer and employee. Sinceloyer might find it easier under cur-
mence after age 59%, partial pay+fegulators generally view rehiring rent rules to design its compensa-
ments can be made from a 401(kpfter full retirement as continuedtion and benefits programs to attract
account. Before that, 401(k) distri-employment, such arrangementsiew workers from other employers
butions are generally prohibitedshould be handled similar to anythan to retain its own workers
without complete severance fromother ad hoc individual arrange-through a phased retirement ar-
service. Non-401(k) defined con-ment. To facilitate more broadly rangement. Typically, however, em-
tribution plans are the friendliest available phased retirement arrangeployer interests in retaining
toward phased retirement intentionsments, existing pension plans mighexperienced talent and employee in-
allowing partial withdrawals free of be amended to accelerate the noterests in maintaining stable long-
any significant regulatory constraint. mal retirement age, with suitable adterm employment provide strong
For both post-59% distributions andiustments to benefit accrual patterngncentives for developing workable
withdrawals from any other defined@nd partial suspension of benefitphased retirement solutions.
contribution plan, the most difficult Provisions. ~Accumulation of

issues in practice will be ensuring Missed” portions of retirementben-
that the plan's design and adminis£fits might be introduced, much like Adrien LaBombarde, ASA, MAAA,
trative procedures contemplate théhe deferred retirement option pro-EA, is a consulting actuary in
customized payment schedulegrams (DROPs) popular amongMilliman USA’s Houston office.
characteristic of phased retirementPuPlic employers. Plan distribution Adrienis an Associate of the Society
Beyond the issues arising from@Ptions and plan administrationof Actuaries and a member of its
distribution rules, a phased retire-Should be_ revised to reflect thePension Secpon COUI’]CI.|, a Member
ment program can encounter othePhased retirement schedule. of the Pension Committee of the
regulatory concerns. Existing retire- Again, the erpployeralways facesAmerican Academy of Actuaries, and
ment plans may require revision to_the phased retirement “pro forma”:an Enrolled Actuary_ under' ERISA.
satisfy accrual rules for additional if an employee \_/vant_s to receive aHe serves as Associate Edltorof the
benefits earned during phased peri[etlrement benefit while continuing American Acaqlemy of Actuaries'
ods. Since the concentration oiat a reduced level of W(_)rk, that re-Enrolled Actuaries Report and as a
highly compensated employees iSs_u_lt can usually be achieved by remember of thle Retlremgnt and In-
likely to be higher among Workerst'”ng_ from one empl_oyer _and vestmfanf[ Policy 'Commlttee' of the
currently eligible for phased retire- seeking employment with a differ- Association of Private Pension and
ment benefits, compliance with non-

ent employer. Unfortunately, an em-Welfare Plans.
discrimination requirements cou'~

be complicated by phased retirem 8“\”’ ELIEK

program benefits and features. [ * ¢ Taking ASPA’s Pension
sign and operation of the phaseo! re- Administrator’s (PA-1)
tirement program must comply with| ASPA  announces its course and exam
prohibitions against age discrimina{ first Online Course: Pension ™ .

tion. Administrator’'s Course — Part A .y lus:ags?:rl

(PA-1A). This web-based course allows

Phased Retirement Program : _ _
candidates to study, review questions, take the

Design

An employer wishing to intro-

duce phased retirement opportunit

ties for its workforce should first
revisit how the various alternative
work arrangements fit with the
employer’s current retirement plans
Under ad hoc individual arrange-
ments, benefits would simply follow
existing plan design, with continu-
ing service levels and compensatiof

exam, and receive immediate results...all online.

L
The PA-1A exam is one of the exams needed for
ASPAs Qualified 401(k) Administrator (QKA) and,
Qualified Pension Administrator (QPA) designa-
tions.

- F..

To register for the online course, visit our websit
atwww.aspa.org/educationpagesrou can also con-
tact the ASPA Education Services Department at™,

| (703) 516-9300. -

adjusted to suit joint objectives of
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FOURTH ARTICLE IN A SERIES

Qualified Plan
Compliance

by Amy L. Cavanaugh, CPC, QPA, QKA
and Tom Poje, QPA

(;

his is the fourth in a series of articles designed dence that the plan's favorable tax

highlight the entire administrative process. This seff:atment can be preserved.
The good news is that Congress

ment was to be an overview of the compliance and reportiieared to recognize that certain
process; however, as we went to press, the Economic Grawtiplexities in the law made it tough

and Tax Relief Reconciliation Act of 2001 (EGTRRA) wal§ Perform many of these tests prop-
erly. As aresult, in EGTRRA, cer-

signed into law, followed by the release of final cross-testigh tests were streamlined,
regulations. In an effort to stay on topic, yet be timely, tBeplified, and even eliminated. Ad-

changes in the law that directly impact compliance testmg’”a”y’ certain limitations were
rarsed to encourage the sponsorship

have been woven into this piece. of, and participation in, qualified

plans. The primary law changes that

The Importance of Compliance ¢ Minimum Participation (in the ! _ )
impact the compliance testing pro-

Testing case of a defined benefit plan) .

Compliance testing is the process pinimum Coverage cess are as follows:
of performing all requisite coverage . . *» The increase in the annual addition
and nondiscrimination tests, as well 415 Benefits and Annual Addi- limitations under IRC 415 to the

as making sure that none of the lim- tions lesser of 100% of compensation or

its imposed by the Internal Revenue The General Test for Nondiscrimi-  $40,000, and the increase in the
Code are violated or exceeded. This nhation (which may include cross-  benefit limit to $160,000, with
process is an essential aspect of the testing) changes in the early and late com-
overall operation of a plan. The keys Testing Benefits, Rights, and Fea- mencement of benefit rules

to assuring that compliance testing tures for discrimination with re- | tha increase in the compensation

data received. As the experts, con- ADP and ACP T?St_mg, * The simplification of top-heavy
sultants are charged with the task of Salary Deferral Limitations under  testing and the relaxation of the
asking the right questions. Some of 'RC 402(9) top-heavy rules regarding requi-
these questions may seem obvious, Compensation Limits under IRC ~ Site minimum contributions

such as: 401(a)(17) « Changes to deduction limitations
« “Who are your employees?” + Top-Heavy A repeal of the Multiple Use Test

* “How much are they paid?” While the plan’s determination  Some changes, such as the incen-

Complex rules surrounding the letter offers assurance that the termsive tax credit for low-income indi-
definition of employer, the exact na-Of the plan have been drafted in acviduals and changes to the hardship
ture of employee-employer relation-cordance with all applicable law, rules, do notlirectly affect the test-
ships, and complexities with respecoperational compliance is just asing process; however, they cotd
to the different definitions of com- critical, if not more so. Compliance directlyimpact the testing results by
pensation make these questiongesting is the annual process of asincreasing the participation levels of
tougher to answer than one mighsuring operational compliance. Thethe lower paid workers.
expect. In general, the complianceesults of the annual compliance It remains to be seen how certain
tests include the following: testing process add a level of confi-changes, specifically the catch-up
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election, willimpact testing. The full just plan participants, be identified.istered. For example, the new
ramifications of many of these changeg\gain, asking the right questions iISEGTRRA catch-up contribution rules
will not be known until we are pro- as important as the answers you reas set forth in the statute state that if a
vided with further guidance from the ceive. Do not presume that your cli-plan will offer catch-up contributions,
IRS. It is important to note that theent will know thatall employees all plans of that single employer (ap-
changes in the law simplify, but do notincludes leased employees, seasonplying the controlled group rules)
eliminate, the need for compliance testemployees, and perhaps even workmust offer the catch-up contribution
ing. The IRS has promised that modeérs who are presumed to be indepersption. It appears that this restriction
amendments will be published by thedent contractors. Many employersapplies regardless of the type of plan.
end of the summer. It appears thahssume that employees who are nokherefore, in order to evaluate the use-
these model amendments will be esbenefit eligible can simply be disre-fulness of a catch-up election, infor-
sential for a plan sponsor to take adgarded. mation would be needed regarding all
vantage of many of EGTRRA's A data request should be craftecplans maintained by all employers
enhancements. to capture these non-traditional emwithin the controlled group. Hope-
ployment relationships. Once thesdully, this burdensome requirement
relationships are identified, the ex-will be clarified and simplified in regu-
Rosetta stone of compliance testingaCt nature of the relationship must bdations.

determined based on the structure of Nonetheless, there are many other

The_ data collection process is equallyfhe relationship as opposed to thgood reasons for having information
as important as a thorough under-

standing of testing methodologies way the individual is _taxed or his job with resp(_act to all p_Iang. In the case
The data should be complete and a't_ltle. It may seem like extra quk, of tv\{o d_eflned contnbufuo_n p_Ians, the
curate. The plan sponsor is going tcout as _re_cer_lt court cases have |IIusappI|cat|on of IRC 415 Ilmlt_atlons, ap-
find a.data request to be extensivgrated' it is tm_1e WeII_ spen_t. plying the average bene_flts _te_st, a_lnd
and exhaustive: however. it must be Once dat_a is received, it should beother coverage an_d nondlscrlmlnat_lon
communicate d’to the pllan Sponsocarefully reviewed for reasonablen(_agsiest should be reviewed. Uncoyermg
that without complete and accuratebf course, a_complete payroll audit isother p_Igns also creates consulting op-
data. there are a host of compliancnOt economically fea3|blt_a; howeve_r,port_unltles. O_ftgn it is more cost ef-
issués that could haunt the plan Iate(r?he c_ensus_should be rewewe_d for mfectl\_/e_ and_ efficient to have one TPA
Two of the most critical issues in c'_onS|stenC|es. For example, it is une_ldmlnlsterlng all of_a company’s re-
defining the testing group are: I|keI_y that an employee. who tlrerr_le_nt and benefit plans!
' terminates early in the year will have Itisimportant that a consultant ask

* Who is the employer? worked over 1,000 hours of servicethese questions annually, since busi-
* Who are the employees? Also, look for family members who nesses are always changing. A care-

While the answers to these quesMaY be Wc_)rking for the c_ompany_andfully cr.afted i_nformation reguest
tions may seem straightforward —'¢ low paid but are considered highlyform will provide you a clear per-
they are not. It is surprising how compensated employees as a result spective of what has changed during
many companies are unaware of th&Mmily attribution of stock ownership. the year and allow you to better serve
fact that they are affiliated with other Employees listed with zero compen-your clients. For example, suppose
companies or have not considered thaation must be investigated and propthere is a sudden shift in ownership
other companies under common conerly classified. due to an owner sell outor retirement,
trol when they designed their plan. It is also important to obtain a com-but this individual is still a plan
Careful examination must considerplete list of any other plans an em4rustee. The trustee removal may
not just actual ownership, but alsoployer maintains. Although IRC require attention and was probably
must reference control and stock op415(e)_, which ma_ndated aggregatl_omot addressqd as a part of the corpo-
tions that create ownership interestof defined benefit accrued benefitsrate transaction.

i i with defined contribution account bal- .
even if not exercised. Compensation

Similar complications can arise ances for purposes of determining™, = i) aspect of the data
' -maximum benefits and/or contribu- ) . .
with respect to gmployees. Employ-N - collection process is compensation.
ment relationships have changed drations, has been eliminated, other plan& o
. ; . . Compensation is used for several
matically in recent years. To ensurgboth pension and welfare benefit ;
o : , urposes, and there can be varying
a qualified plan is operated properly,plans) can have an impact on the ad?
it is essential that all employees, noministration of the plan being admin- Continued on page 19

The Testing Group
Quality data collection is the

JULY-AUGUST2001 A THE PENSION ACTUARY A 7



best of both worlds by allowing em-
. benefit/401(k) plans for employees. The
Washi ngton U pd ate “simplest” version of this proposal would

allow employers to maintain a DB plan
Capitol Hill, given the current stagnantlights the risks and uncertainty assoglong with a 401(k) plan (plus matching

state of the stock market. ASPA's Gov-ciated with relying solely on a 401(k) contributions) in a single trust. More com-
ernment Affairs Committee is working plan for retirement. plicated ideas being developed would pro-
on a set of proposals designed to make Despite the attractiveness of definedjide for increased DB plan benefits based
DB plans more attractive to employ-benefit plans, few employers are conpn the amount of elective deferrals con-
ers, particularly small to medium-sizedsidering adopting a defined benefit plartributed by employees. Watch for future
businesses. and many employers with DB plansarticles discussing these ideas in more
Certainly, the passage of pension reare considering terminating them. Thisdetail.
form this year will provide more work- is an unacceptable trend. Some of the Modernize Actuarial Assumptioas
ing Americans with the opportunity to most burdensome and complex ruleg€urrent laws with regard to actuarial
save for retirement. By simplifying in the pension laws apply to definedassumptions required for defined ben-
outdated pension rules, pension refornbenefit plans. We need to reevaluatefit funding and benefit calculations are
will encourage more employers, par-and modernize these rules so that deyutdated. For example, current rules
ticularly small businesses, to providefined benefit plans become more atrequire the use of 30-year Treasury
retirement plans to employees. tractive to employers. Thisan be rates. Given recent budget surpluses,
However, simply increasing retire- done while still protecting the interests3p-year Treasury rates are no longer a
ment plan coverage is not enough. Fumef plan participants. If we can revital-relevant benchmark for determining
ther changes to the law need to be madee defined benefit plans, both employfyture rates of return. Use of the arti-
to help ensure that working Americansers and employees will benefit fromficially low 30-year Treasury rate has
have sufficient retirement benefits inthe enhanced retirement security otontributed to the unnecessary

order to retire comfortably. In par- working Americans. overfunding of DB plans, making them
ticular, we need to make sure that Iovxb - , less attractive to employers. Further

’ . : . Proposals to Revitalize Defined plOyers. Furthet,
and moderate income working Ameri- enpefit Plans the low rate has effectively subsidized
cans are not left out of the retirement q ump sum distributions. ASPA is re-

. . SAFE Plans- a simplified defined ™
system. These Americans need retirg; g, plan specifically designed forSiSting attempts made by some other
ment benefits that are secure, guaran-

[ Lmall businesses, a “SAFE” plan organizations to correct the interest rate
teed, and are not entirely dependent ol ) |+ "< iate small business de-for funding, but not for lump Sum pur-
their own ability to save. For theseg .\ e plan coverage. ASPAPOSes. Ifthe rates are no longer linked,

working Americans, retirementincomeloreviousIy supported and helped de@ funding gap, particularly for small

based only on their individual savings, o, 1he SAFE concepts. SAFEPIans, could result since the rates for
will virtually always be inadequate.

\ plans would be available to busi-funding and paying out benefits will
We all recognize that an employer- ..o with 100 employees or lesd10 longer be the same. To address con-

funded defined benefit plan is an ex-ry oy \youid be funded with either aCerns about the potential immediate
cellent way to deliver quality gaFE annuity (an individual retire- Impact on participants currently termi-
retirement benefits to rank-and-file annuity) or through a qualified nating, ASPA is suggesting a transition
employees with lower incomes. HOW-p\51 st 'SAFE plans utilize therule of two to three years in which the
ever, the clear trend over the last 19qq features of defined benefit andarticipant will receive the larger lump
years has been away from defined benyefined contribution plans by provid- sum determined under both the new
efit plans toward employee'fundeding a fully funded minimum benefit and old interest rate. In addition, if in-
defined contribution plans, like 401(k) \yith a higher benefit if investment terest rates are going to be changed,
plans. Although 401(k) plans play anetyrs exceed specified conservativéve need to “delink” the interest rate
important role in the retirement sav-expectations. The plan could allowused for calculating the lump sum §415
ings equation, ideally they should notfor up to 10 years of prior service andimit from the §417(e) interest rate.
be the sole retirement vehicle. Unforwould provide fully portable ben- Otherwise we will be effectively re-
tunately, more frequently this is be-efits. ducing the benefits of plan decision-
coming the case. The current fickle Combination 401(k)/DB Plans makers, making DB plans that much
state of the stock market further high-These combo plans provide for themore unattractive. Instead, we should
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return to the specified 5% interest ratgarticipant’s account should be thequestions why DB plans cannot be
that was used prior to GATT. Obvi- amount that is distributed to the pardiscretionary. Perhaps, small busi-
ously, the big question is what bench{icipant. nesses would be more willing to of-
mark to use. The Society of Actuaries Flexible Funding— Employers, fer a DB plan if they were not locked
is currently studying this issue. It will particularly small employers, are of-into providing a benefit before the
likely take Congress some time toten reluctant to adopt DB plans be-end of the year. This is an interesting
make this decision. cause of mandatory fundingconcept being discussed that obvi-
PBGC Premium Relief This relief requirements. Employers are worpusly raises a number of issues.
includes the provisions that wereried that they may not be able to af- This article is just a summary of
dropped from EGTRRA for proceduralford  the minimum funding some of the more significant ideas
reasons. Those provisions would haveequirements if there is a businesgeing discussed. Even more ideas
provided reduced PBGC premiums fordownturn.  Why not allow employ- \yjj| likely surface over time a
new small plans and would have sigers to contribute an additional
nificantly capped the variable rate pre-amount when the business can afford
mium for all small plans. Also, ASPA it (within reasonable limits, of Brian H. Graff, Esq., is Executive
is working on a proposal to allow smallcourse) to cover a future busines®irector of ASPA. Before joining
business owners to opt out of coveragelownturn? Perhaps this could be alASPA, Brian was legislation counsel
When a small plan is taken over by thdowed once every four years, for ex-to the US Congress Joint Committee
PBGC, the owner is almost always reample. A more revolutionary concepton Taxation.
quired to waive benefits. Why require

the owner to buy insurance for esse
tially no coverage? Further, because ¢ CONTINUED FROM PAGE 3
past service, it is typically the owner’s

benefits that cause excessive variablfR G 403(b) /457 Workshop

premiums discouraging formation of the
plan in the first place. Allowing own- efforts and commented that a joint
ers to opt out of PBGC coverage willprivate sector{governmental effort Theresa Lensander, CPC, QPA,
encourage DB plan forma‘qon while still was a Worthwhlle outreach approach.serves as chair, Administration
protecting workers’ benefits. Discussion also focused on the oo c 2nd chair Tax-Exempt
Cash Balance Plan Clarifications  significance of the increasing IRS ac- and Governmental P’Ians subcom-
We need to clarify the uncertainty sur-ivity in the 457 arena. Cheryl Press iiece for ASPA's Government
rounding so-called “c_ash-balar_lce planstommented that plans_of public Affairs Committee (GAC). She is
so that employers without defined benschools would be examined morepresident of The American Pen-
efit plans will no longer be reluctant toclosely, and also that there was sub-sion Company in Santa Barbara
adopt these guaranteed, portable bestantial non-compliance inthe 457(f) ~ o 4 specializes in the adminis,-
efit programs for employees. Treasunarea. Panelists agreed that 457 COMovion of qualified plans and
is working on guidance that will, hope-pliance was important to both plan 403(b) arrangements.
fully, clarify that cash balance plans aresponsors and plan participants and .
not age discriminatory and do not vio-were hopeful that the IRS outreach?©ANn Albrecht, CPC, QPA, is em-
late the Code’s backloading rules. Weand educational efforts for 457 plang?/0yed by Nationwide Retirement
may need legislation to correct the sowould help promote that end in aSolutions and specializes in 403(b)
called “whipsaw” problem. Because ofmanner similar to the successful de@nd governmental plans. JoAnn is
whipsaw, cash balance plans sometimeglopment of the 403(b) educationa® Member of the Tax-Exempt and
are required to make distributions to pareutreach program. Governmental Plans subcommit-
ticipants in amounts different than the At the conclusion of the discus- €€ for ASPA GAC and is also a
amounts provided in participant's theo-sion, Robert Architect thanked theMemPer of the ASPA IRS Midstates
retical accounts, creating confusion fopanelists and expressed his desire fgOnference Steering committee.
both employees and employers. Thisdd a representative from the acAmiron Givon, APM, is an attorney
situation occurs because the interest ratmunting profession as well as a cuswith  Sideman and Bancroft.
used for crediting benefits under thetodial account vendor representativeAmiron is vice chair of the Tax-
plan may be different from the to future 403(b)/457 panel discus-Exempt and Governmental Plans
§417(e) rate.ldeally, the amount in a sions. a subcommittee for ASPA GAC.
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C 2 Reg. §2510.3-21(c) defines “invest-

ONTINUED FROM PAGE ment advice” as follows (emphasis
, i i added):

OOpS!! I'm a Fldu0|ary? (1) A person shall be deemed to be ren-

. . - . . erin
accounts. During this blackouttest, it is a person’s relationship andd g

period, the money market re-influences relative to the plan or with
turned 4.5% and the “market” ex-the plan’s fiduciaries that will deter-
perienced a 15% gain. mine fiduciary status. It is the con-
Plan participants and Plan Spon£€pt of “effective control” that the.
sor are looking for someone toC0Urts have looked at to determine if
blame for “losses” experienced? TPA or other service provider is a

during the inordinately long fiduciary.
blackout period. Plan Sponsor A TPA does not have to meet all

will look to both ABC TPA and the tests to be deemed a fiduciary.
of claims involving breach of fi- determination of fiduciary status is
claims for negligence. ABC and the particular actions, discretion, in-
the bank will look to insulate fluences, and responsibilities that a

plan fiduciaries based on case lavtnd whether the TPA has performed
and DOL regulations. In many @ny of the functions described in

jurisdictions, ABC and the bank ERISA 83(21)(A). In the Slyman
will attempt to mitigate their li- CaS€, the court stated _thata party is a
ability by claiming breach of co- f|dU_C|ary to the extent it act_ually ex-
fiduciary duty by Plan Sponsor €rcises control over the disposition
and plan trustees for failure to ad-°f Plan assets, even if it did not pos-
equately monitor the actions of S€SS any discretionary authority.

the other parties. Slyman v. Equitable Life Assurance
Soc'y, 1987 US Dist. LEXIS 8652
Discussion (N.D. NY 1987). Also, the absence

The first prong of the fiduciary of any specific grant of authority does
test under ERISA §3(21)(A) createsnot preclude a party from being
fiduciary status if any person (or or-deemed a fiduciaryOlson v.
ganization) has any discretionaryE.FHutton & Co., Ing 957 F.2d 622
authority or control over the man- (8" Circuit 1992). What is clear is
agement of the plan or any authorthat if the plan and its fiduciaries fol-
ity or control over the managementlow the TPA's recommendations re-
or disposition of plan assets. Thegarding assets, the TPA will be more
United States Court of Appeals forlikely to be deemed a fiduciary. If
the Eighth Circuit stated that “[t]he the TPA is more clearly acting as a
term fiduciary is to be broadly con- salesperson, including suggesting
strued and a person’s title does nogcompetitive alternatives, then it is
necessarily determine if one is a fi-unlikely that the TPA will be deemed
duciary.” Consolidated Beef Indus., a fiduciary.

“investment advice” only if:

(i) Such person renders advice to
the plan as to the value of securi-
ties or other property, or makes
recommendations as to the advis-
ability of investing in, purchas-
ing, or selling securities or other
property;and

(i) Such person eithatirectly or
indirectly...

(A) Has discretionary authority
or control,whether or not pur-
suant to agreement, arrange-
ment or understandingwith
respect to purchasing or selling
securities or other property for
the plan; or

(B) Renders any advice regard-
ing the value of securities or the
advisability of making specific
investments on eegular basis

to the plan pursuant tanautual
agreement, arrangement @m-
derstanding, written or other-
wise between such person and
the plan or a fiduciary with re-
spect to the plan, that such ser-
vices will serve as arimary
basisfor investment decisions
with respect to plan assets, and
that such person will render in-
dividualized investment advice
to the plan based on the particu-
lar needs of the plan regarding
such matters as, among other
things, investment policies or
strategy, overall portfolio com-
position, or diversification of
plan investments.

Interesting arguments must be

Inc. v. New York Life Ins. Ca®49 The second prong of the fiduciaryraised by Plan Sponsor to establish fi-
F.2d 960 (8 Circuit 1991) The US test under ERISA 83(21)(A) createsduciary status for ABC TPA. First,
Supreme Court has reiterated thestiduciary status where the party ren-ABC TPA was not involved directly
points Harris Trust & Savings Bank ders investment advice for a fee, diin the sale of the group annuity con-
v. Salomon Smith Barneg24 EBC rect or indirect, or has any authoritytract. Can the plan sponsor success-
1654 (2000)]. Under this functional or responsibility to do so. ERISA fully link Al Agent with the TPA firm?
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In Reich v Lancastdb5 F.3d 1034), fiduciary. Therefore, the entire badly) had it been the party taking
a case involving an insurance agentpackage” crated fiduciary status, over the plan.
as owner of a welfare plan TPA firm, where, considered separately, neither The key issue to the bank’s sta-
the court found that the TPA firm would have done so. tus as an investment fiduciary is how
owned by the insurance agent The McManuscase represents athe decision to park the assets in a
(Lancaster) was a fiduciary becauseyery dangerous and slippery slope fomoney market account was made.
through Lancaster, the TPA firm ex- TPA firms that are directly or indirectly On the assumption that Plan Spon-
ercised discretionary authority andinvolved in the sale of financial prod- sor was relying on the bank as to the
control over the assets of the funducts. Someone who has cultivated amanagement of the transition, it
in the sale of insurance. TPAs thaimulti-year business relationship withwould appear the bank has prob-
receive commissions, marketing al-clients would probably notwantto dis-lems. The bank drafted the letter
lowances, or other forms of compen-urb that relationship with the kinds of that was used to instruct and inform
sation from insurance companies odisclosures or invitations to solicit otherABC TPA of the change and the
investment firms might want to re- asset bids that might be necessary tmanner in which plan assets were
view the manner in which such com-keep from falling into the same situ-to be transferred. There is no indi-
pensation is received and whetheation asMcManus TPAs in this situ- cation that the bank ever discussed
sales disclosure issues exist that neetion need to examine the ways thewlternative strategies for the assets
to be addressed. can protect themselves from claimsduring the transition, such as map-
PTEs 77-9 and 84-24 allow for thesimilar to the ones made in theping. There is nothing in the letter,
sale of commissioned insurance andicManuscase. or in subsequent communications
brokerage products to qualified plans We think that the facts in our hy- with ABC, that attempts to nail
without conferring fiduciary status on pothetical situation present an argudown the date the account reconcili-
the salesperson. If a broker or insurment to consider ABC TPA an ation would be provided by ABC.
ance agent is not a fiduciary, theinvestment fiduciary. Case law re-Plan Sponsor would argue that the
PTEs apply. If the party-in-interestquires us to look at one more com-bank took discretionary control over
is found to be a fiduciary, then theponent of the facts beforethe assetswhen it made the decision
payment ofany commission is pro- determining if ABC has anljability  to transfer them into a money mar-
hibited. Another courtReich v as a fiduciary. In.ockheed Corp. v. ket account.
McManus (883 F Supp 1144 ND Il Spink (517 US 882 1996) and in In its defense, the bank must ar-
1995), found that brokers who wereHughes Aircraft Corp. v. Jacobsongue that it was a “directed trustee,”
paid only commissions were not pre{525 US 432 1999), the US Supremenaking the Plan Sponsor responsible
cluded from being ERISA plan fidu- Court held that even when a party idor investments. The bank could ar-
ciaries. The facts iMcManusare deemed to be a fiduciary with respecgue that the decision to invest in the
similar to our hypothetical situation. to certain activities, that party mustmoney market account was based
That case involved two brokers whobe a fiduciary with respect to theonly on a recommendation made by
had an ownership interest in a TPAspecific misconduct at issue in or-the bank, and that there was no fee
firm. The TPA firm charged fees der to be held liable. In our hypo-paid by either the plan or Plan Spon-
separate from the commissions andhetical case, it would be hard tosor for investment advice relating to
in fact, the brokers took no compen-characterize ABC TPA as an invest-his transaction. At trial, a court may
sation from the TPA firm. The facts ment fiduciary with respect to the apply these facts to the DOL regu-
indicated that the brokers were thdakeover transaction. ABC exer-lations and case law to come to the
only financial consultants used by thecised no discretionary authority orconclusion that the bank’s recom-
plan over a ten-year period, and thatontrol over plan assets, unless onmendation amounted to the exercise
investment decisions were based extakes the, perhaps extreme, positioof discretionary authority, either di-
clusively on their recommendations.the ABC's failure to timely transfer rectly or indirectly, and that such con-
The court linked the investment rec-records results in taking “effective duct formed the primary basis for the
ommendations made by the brokergontrol” over plan assets (theinvestment decision in question.
with the professional and administra-records). ABC did not render invest-TheMcManuscase cited above sup-
tive services provided by the TPAment advice for a fee in connectionports this conclusion where it
firm, indicating that one who exertswith the takeover. We speculate thastates..."Although professionals do
such a degree of influence over &ABC’s predicament as a fiduciary not become fiduciaries simply by
plan can be held accountable as would turn out quite diffaantly (and providing services, a pregsional
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that exerts an unusual degree o$hip, not just the TPAs actions dur-the defense while you are trying to stay
influence over a plan can be held acing the takeover transaction. Thein business.
countable as an ERISA fiduciary.” courts ardooking more and more at Perhaps the ultimate penalty is
The bank may attempt to use twaopatterns of behavior. These cases afeund in two unrelated egregious fi-
casesBoard of Trustees v Callan As- also providing better roadmayps for oth-duciary cases, where separate courts
sociates, Inc(175 F.3d 10072Cir-  ers to follow in future fiduciary cases. went beyond permanently enjoining
cuit NY 1999) anKing v National TPAs can use the issues highthe TPAs from being fiduciaries.
Human Resource Committ¢218 lighted herein to examine their cli- Those two courts also permanently
F.3d 719 US Court of Appeals?"7 ent relationships, their conduct on gorbade the TPAs from being service
Circuit 2000) to defend the decisiondaily basis, and their revenueproviders to ERISA plans, effec-
to invest all plan assets in a moneystreams to spot any potential probdively putting the parties out of busi-
market account. In each of thesdems such as “effective control.” Theness. So check your business practices,
cases, the decision to invest assefBPA that performs exclusively as aservice agreements, errors and omis-
during a transition was found not toTPA is unlikely to be deemed a fi- sions coverage, and revenue streams —
be a breach of fiduciary duty. In theduciary. The TPA firm whose rev- or, in the alternative, brush up your
Callan case, the court placed a greaénue streams directly or indirectlyresume!a
deal of weight on the fact that Callaninclude commissions, compensation
did not prescribe the timing or man-from investment providers, or other _ _ _
ner of liquidation of plan assets toforms of remuneration has increased-€€ Kliebert, CPC, QPA, JD, is presi-
money market accounts, and thereits chance of being deemed a figudent of Kllebe.rt Investment Counsel
fore did not exercise the requisite deciary. Full disclosure of any remu- (KPIC), aRegistered Investment Ad-
gree of discretion over the assets. Imeration and well-crafted serviceVisory firm that specializes in fee-
theNational Human Resources Com-agreements seem to be the best cuplly 401(k) vendor search services.
mittee(NHRC) case, the court foundrent defense to fiduciary breachlee hasbeenan ASPA member since
that NHRC: (1) through no fault of claims by making clear in action and1982 and is currently a member of
its own, did not have the informationWriting that the ultimate discretion the DOL subcommittee of ASPA’s
to transfer assets to the individuallyconcerning plan assets lies with g>0vernment Affairs Committee.
selected accounts, (2) that investing?lan sponsor or administrator. Bill Berke, APM, APA, is president of
in a money market account could not If you win, you lose! A success- Benefit Associates, Inc., a TPA firm
be characterized as irresponsible, anty! defense against a deemed fiduin Orange, CA. Bill has been an
(3) the plan assets earned more in thieiary suit will cost upwards of ASPA member since 1974 and s cur-
money market account than Wou|d$45,000 to $150,000 or more. ThiSrentIyamemberOf the DOL subcom-
have been earned in the participan€oSst does not bring into the equamittee of ASPA’s Government Af-
selections over the period in questiont.ion the time, hassle, and agony ofairs Committee.

It seems that the court placed signifi-
cant weight on the third “no harm, ASPA Announces Locations and Topics

no foul” aspect of the fact pattern, for Best of Great Lakes Workshops
which is the major difference from

our hypothetical case and the fortu-ASPA is teaming with the Internal Amendments-The Deadline is Ap-
itous investment circumstancesRevenue Service Great Lakes Aregroaching; Plan Distributions In-
NHRC encountered. Tax Exempt/Government Entities tocluding 411(d)(6), Loans, and Same
offer three workshops originating pesk Rules and What to Do with the
from the 2001 IRS/ASPA Great Monw; andIRS Voluntary Comph_
Lakes Benefits Conference. ance Programs.

Conclusions and Observations

The 401(k) takeover transaction
subjects all parties involved to in- .
creased exposure of fiduciary liabil- 1€ Workshops are scheduled in: - The agenda provides up to eight hours

ity. Based on the cases cited above Minneapolis, MN ......... Sept. 19 of ASPA continuing education credit.
(and many others), the determinatiort Indianapolis, IN............. Sept. 24 Four hours of core and four hours of
of fiduciary status for a TPA seems® Milwaukee, W1 ............. Sept. 28 non-core credit for the Joint Board for

to be based upon the total relationTopics will includePension Reform; the Enroliment of Actuaries will also
ship between the TPA and the plant01(k) Plan Compliance Issues;be available. Visitvww.aspa.orgfor
over the entire course of the relation403(b) and 457 Plans; GUST registration information.
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Focus on tHE BoARrD oF DIRECTORS

Update from
the President

by George J. Taylor, MSPA

am on my way back from our Summer Academy. Speciadnd Budget Committee to con-
thanks to this year’s Chair, Cathy Green, CPC, QPA, hetider a dues increase for 2002.

committee, and the ASPA staff for making this year’s

The Education Restructuring
Task Force presented its thoughts

Summer Academy our most successful yet. In addition t@ng recommendations to date re-
the Academy, ASPAs Board of Directors and most majorgarding restructuring our educa-

committees met. | continue to be amazed at the dedicatid

'Wn program. The Board pro-
vided direction to the Task Force

of our volunteers. We have a lot going on with all of ourand instructed it to continue its
committees, and the Board continues to provide leadershierk-

and direction to our committees and task forces.

Of course, the biggest news

The following are updates from

since my last update is the passagthe Board meeting:
of Pension Reform. | am con-. The Board approved those indi-

vinced that if it were not for the
incredible efforts of ouExecutive
Director, Brian Graff , this legis-
lation would not have been in-
cluded in the recent tax bill. In
addition, ASPA would like to
thank Senators Max Baucus (D-
MT) andCharles Grassley (R-
IA) and Respresentatives Rob
Portman (R-OH) andBen Cardin
(D-MD) for their efforts in seeing
that this important legislation was
included in the bill. The Govern-
ment Affairs Committee has
worked and will continue to work
with representatives from the IRS

and Treasury to provide guidance
as quickly as possible regarding
these pension changes. The guid-
ance that has been issued to date

clearly reflects the IRS’ and
Treasury’s goal to provide quick
and workable solutions. ASPA
thanks them.

viduals who have attained the
designations of CFP and FLMI
and have satisfied the necessary
experience requirements to be
eligible to receive the APM des-
ignation.

e The Finance and Budget Com-

mittee has been instructed, when
preparing the 2002 budget, not to’
anticipateASPA ASARevenue
from those who are now receiv-
ing the ASPA ASARvia e-mail.
Starting next year, as part of their
dues, all members will receive the
ASPA ASARia e-mail. (An ad-
ditional fee will still be required
for faxedASPA ASAR) In light

of the fact that there has not been
an increase in ASPA dues for fives
years and there will be lost rev-
enue due to the new policy re-
garding theASPA ASAPthe
Board also instructed the Finance

JULY-AUGUST2001 A THE PENSION ACTUARY A

The Marketing Task Force re-
viewed the report and the recom-
mendations that were made by
our outside marketing and re-
search consulting firm. The
Board directed the Task Force to
continue in operation and to pro-
ceed with our advertising cam-
paign to promote our professional
designations to plan sponsors and
to those in the profession who are
currently not designated mem-
bers.

The Board considered reducing
the size of the current yearbook
by eliminating the listings of
members and providing this in-
formation via the ASPA website.
It was decided, despite the in-
creasing expense and size of the
current yearbook format, that
members find it very useful and
it should remain unchanged.

The Pension Actuary Committee
was directed to research the fea-
sibility of allowing advertising in
our newsletter. The Committee
was also authorized to consider
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possible name changes for our
newsletter. Consideration will
also be given to providing the
newsletter electronically to those
members who prefer this method
of communication. The Commit- ,
tee will be reporting their find-
ings at the next Board meeting.

The Membership Committee re-
ported that we currently have
3,128 credentialed members and
1,128 affiliate members, bring-
ing ASPA's total membership to
4,256. Our ABCs have grown to
ten and several more are cur
rently being developed.

The Conferences Committee re-
ported its intention to continue
to provide webcasts, with the
help of the Technology Commit-

tee, in order to keep ASPA mem-
bers up-to-date. The Annual
Conference Committee expects
another big turnout and plans for
the Visit to Capitol Hill, during

which attendees visit their rep-
resentatives, continue to be de-
veloped. ASPA's conferences

ASPA Exam Results
Posted Online

Exam results for the December
2000 A-4, 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

Pension Administrator’s Certifi-
cate effective August 31, 2000 is
also available on the site.

o oy -

© Liucation inlormatien

[ ye— =

S L Lem
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_ _ What Else is Going On?
A list of candidates who earned the. Craig Hoffman, our current George J. Taylor, MSPA, EA, is se-

March 2002, in Cancun, Mexico.
It looks like a great program (and
another great place to visit).

Several members of ASPA's lead-
ership, along with some ASPA
members and non-members, met
to discuss issues that are vital to
our future success. Core ideolo-
gies, as well as governance issues
are some of the items that were
discussed.

will have an expanded number
of sessions in order to include all

the latest information and guid-

ance from the regulatory agen-,
cies.

The E & E Committee reported
a successfully completed exam
cycle. This effort was our first
shot at providing online or “win-
dow” exams. They are working
hard to ensure that the upcom-
ing window period is also a suc-,
cess. Good luck to all exam can-
didates!

The Nominating Committee pre-

sented to the Board its slate of
officers for the 2001-2002 year.,
The Board approved the Nomi-

nating Committee’s slate. Con-

gratulations to our 2001-2002

officers:

Craig Hoffman, President
Scott Miller, President-Elect
Gwen O’Connell, Vice President

Sarah Simoneaux, Vice Presi-
dent

Chris Stroud, Vice President
Bruce Ashton, Secretary
Stephen Rosen, Treasurer

Members are reminded that nomi-
nations to the Board for the 2001-
2002 year are still open. Please
go to our Members Only website

to submit your nomination.

The E & E Committee is looking
for a few volunteers. If you are
interested, check out our Members
Only website.

e If you have not been on our
website lately, please visit us at
www.aspa.org It is really im-
pressive and will keep you up-to-
date on what's happening.

Well, we are about to land. | may
get home the same day | left San
Francisco (that will be a change). If
you have any questions or wish to
express your views on anything
Stephen Dobrow, Ex-Officio ASPA is doing (or not doing) please

_ _ . do not hesitate to e-mail me at
Curtis Huntington, Ex-Officio o4 rget@uplink.net or call me at
George Taylor, Past Presiden{814) 231-3704.

(that's me, the “Has Been!”) See you at the Annual meeting.

President-Elect, and | recentlynior vice president of ARIS Pension
attended the Council of Presi-Services, a division of ARIS Corpo-
dents and Council of Presidents+ation of America in State College,
Elect meeting in Banff, Canada.PA. George has over 30 years of
(What a beautiful country!) experience in the administrative, ac-
ASPAs relationship with all of tuarial, and technical aspects of main-
the actuarial organizations intaining qualified retirement plans.
North America is strong. ASPA He is currently serving as ASPA’s
will be the host for the next President. He has served as ASPA’s
meeting in December in President-Elect, Vice President, and
Scottsdale, Arizona. All actuar- co-chair of the Government Affairs
ies are reminded that the IAA Committee, in addition to numerous
Conference is scheduled forother ASPA volunteer activities.
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Highlights from the ASPA 2001
Summer Academy |
didididididididididl ..

Cathy Green, CPC, QPA, introduced
the band at Sunday night's reception.
After her three-year stint as the
Academy’s Chair, Cathy will now
chair ASPA's Annual Conference.

ASPA President George Taylor, MSPA, greeted
attendees and introduced Cathy Green, CPC, QPA,
(far right), the Academy’s Chair, and the Washington
Update speakers Brian Graff, Esq., ASPA's Executive
Director, William Sweetnam, Esq., Attorney Advisor,
Office of Benefits Tax Counsel, US Treasury, and
Diann Howland, Senate Finance Committee
Pension Policy Advisor.

Stephen Dobrow, CPC, QPA, QKA,
General Chair of Conferences, was
pleased with the Academy’s record
attendance.

Kevin Donovan, MSPA, Joan
Gucciardi, MSPA, CPC, and Larry
Deutsch, MSPA, spoke to attendees
about the new Pension Reform Bill.

The attractive entrance to the Exhibit Hall received
a lot of attention and positive comments. This year
marked another sell-out for booth space.

Paul Schultz, Director, Employee
Plans, Rulings and Agreements, IRS,
was a special guest speaker at the
Academy.
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Director of Meetings, Todd Brost, and
his staff worked to make the Acad-

emy a success.

GAC Co-Chairs Bruce Ashton, APM,
and Brad Huss, APM, and ASPA’s
Executive Director, Brian Graff, Esq.
presented the Government Affairs
Update.

There was a great deal of interest in hearing what
our vendor-partners had to offer.

Amy lliffe, Director of Membership,
enrolled many new members and
provided valuable information about

Larry Starr, CPC, and his special pal ASPA's membership benefits and
were afrequent sight at the Academy. programs.

ASPA's Political Action Committee
raised much-needed funds to keep
ASPA's members’ voices strong on
Capitol Hill.

Brian Graff, Esqg., ASPA’'s Executive
Director, received an award in

Join us for the 2002

dedicated efforts in securing the S u m m e r Acad e my
Pansion Provisions of the Economi Saturday July 25 - Wednesday, July 31

Growth and Tax Relief Reconciliation . .

Act of 2001.” Alex Brucker, APM, Sheraton San Diego Hotel and Marina
member of the Academy’s planning
EZ?;'? I:)tf z'srgzze:::ri&er:hviv; rd on All photographs courtesy of Chip Chabot, ASPA’s Webmaster/Multimedia Manager.
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Special thanks to those who made the
ASPA 2001 Summer Academy possible!

SUMMER ACADEMY
SPEAKERS

Bruce L. Ashton, Esq., APM
Michael L. Bain, MSPA
Richard A. Block, MSPA
Rajean M. Bosier, CPC, QPA, QKA
Alex M. Brucker, Esq., APM
Christine Burwell-Woo, CPC, QPA
Larry Deutsch, MSPA

Kevin J. Donovan, MSPA
Lorraine Dorsa, MSPA

David B. Farber, MSPA

David Ganz

Brian H. Graff, Esq.

Joan A. Gucciardi, MSPA, CPC
Martin M. Heming, Esq., APM
Scott E. Hiltunen, Esq., CPC
Richard A. Hochman, Esq., APM
James E. Holland, Jr.

Diann Howland

R. Bradford Huss, Esq., APM
Norman Levinrad, FSPA, CPC
Raymond W. Liden, APM
Robert L. Long, APM

G. Neff McGhie, Ill, MSPA
Cheryl L. Morgan, CPC

Gwen S. O’Connell, CPC, QPA
James C. Paul, Esq., APM
Michael B. Preston, MSPA

J. Michael Pruett, CPC, QPA
Stephen H. Rosen, MSPA, CPC
Marilyn Ryding, QPA

Paul T. Shultz

Benjamin F Spater, Esq., APM
Valeri L. Stevens, APM
Donald C. Stone

Michael B. Stuber, QPA
William E Sweetnam, Esq.
George J. Taylor, MSPA

Sal L. Tripodi, Esq., APM

S. Derrin Watson

Nicholas J. White, Esqg., APM

A THE PENSION ACTUARY

SUMMER ACADEMY COMMITTEE

Cathy M. Green, CPC, QPA, Chair

Alex M. Brucker, Esq., APM, Assistant Chair
Irene L. Hilgers, QPA, QKA, Assistant Chair

Nancy M. Michael, Assistant Chair

Stephen L. Dobrow, CPC, QPA, QKA, Conferences General Chair

GOLD LEVEL
Welcome Reception Sponsor
ING Aetna Financial Services

SILVER LEVEL
Binder Sponsor
Cal-Surance Associates, Inc.

Monday Lunch Sponsor
McKay Hochman/Newkirk

Tuesday Lunch Sponsor
Hartford Life Insurance

BRONZE LEVEL
Tuesday Breakfast Sponsor
Reish Luftman McDaniel & Reicher

Monday Break Sponsor
Trucker Huss

Totebag Sponsor
PFPC, Inc.

Badge Lanyard Sponsor
Professional Practice Insurance
Brokers, Inc

EXHIBITORS

AccuDraft

Actuarial Systems Corporation

Administrative Systems, Inc.

APB Pension Network/American
Pension Benefits

BNA

Business Consultants Group, LLC

Cal-Surance Associates, Inc.

Cyberdata

Datair Employee Benefit Systems

Fidelity Investment

Hartford Life Insurance

ING Aetna Financial Services

Investlink Technologies

Manulife Financial

McKay Hochman/Newkirk Products

MFS

PenChecks, Inc.

PensionOnline/Flexsoft

Professional Practice Insurance
Brokers, Inc.

Qualified Annuity Services, Inc.

SunGard Corbel

TeamVest RPS, LLC

Travelers Insurance

TOP 10 LIST OF THE ACADEMY

The best West Coast gala ever

1.
2.
&
4,
5
6.
7.
8.
9.

contributors

400 people attended the Academy

Many new vendor-partners participated

Sponsors and vendor-partner satisfaction significantly increased
Government agencies were represented

Updates on pension reform were discussed

Howland and Sweetnam on-site — what a great perspective!
Very high level of education — the sessions were great!

ASPA PAC raised $12K and received lots of donations from new

10. New ASPA members joined during the Academy
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C 7 to the most highly paid participants
ONTINUED FROM PAGE without any additional allocations to
the lower-paid workers, or smaller re-

Qualified Plan Compliance quired contributions on behalf of

L , o _ _ lower-paid workers to support the
definitions of compensation within ~ From a testing perspective, re-c ,rrent allocations of the higher-paid

one plan. It is critical that your cli- quired nondiscrimination tests, in-\, . kers.

ent understand the subtle differencesluding the general testand ADP and -, example, the contribution for
and the applicable computation peACP test, permit significant flexibil-
riods (.e., plan year, calendar year,ity in the definition of compensation ally in a defined contribution plan
or fiscal year). One aspect of com-used as long as it is not discriminas,ith a 10% contribution rate is
pensation data collection was simpli-tory. A consultant familiar with the $17,000 (10% of $170,000). Under
fied by EGTRRA. Under the flexibility allowed under IRC 414(S) the new law, the same contribution
pre-EGTRRA IRC 404(a) deduction can improve test results in certairggmula will yield a $20,000 alloca-
rules, compensation for purposes otases. The key to this creativity is;jgp, (10% of $200,000).

determining the maximum deduct-having enough compensation infor- 51 the other hand, assume that
ible contribution to a profit sharing mation. Since there is significant lati-iha intent is to provide a $17,000
plan had to be reduced by employeéude in the definition of IRC 414(S) ~ontribution to this individual. Post-
contributions to a cafeteria plan andcompensation, a consultant may b%GTRRA, $17,000 expressed as a
salary deferrals to a 401(k) plan. Theable to improve test results byinc'“d'percentage of considered compen-
good news is that EGTRRA elimi- ing or excluding a specific type of ¢ation of $200,000 equals 8.5%.
nates this burdensome and restrictiveompensation. Care must be takeQ),jike IRC 414(s) compensation
approach. To illustrate the benefit ofwhen defining testing compensation, here g properly designed plan re-
this change, consider the following:to use a definition that is reasonabley s in creativity, the definition of
Assume total eligible payroll is and nondiscriminatory. In applying |rc 415 compensation is limited to
$500,000 and 401(k) salary deferralshe nondiscriminatory standard, itcartain choices set forth in the stat-
total $25,000. Pre-EGTRRA, themust be proven mathematically that,;a The differences between these
$500,000 in gross compensatiorthere is no more than a de miniMUyefinitions are very subtle and, in
needed to be reduced by the $25,000ifference between the percentage Oéeneral, the decision of which defi-
in 401(k) deferrals — and then multi-compensation that is excluded for,ition to use should be based on data
plied by 15%. Thus, the deductiblehighly compensated employeesread”y available. As a result of a
limit was 15% of $475,000 or (HCEs) as opposed to non-highly|,, change created by the Small
$71,250. In addition, the maximumcompensated employees (NHCES)g,siness Job Protection Act
amount the employer could contrib-Also, the plan document may have 4SBJPA), IRC 415 compensation is
ute to the plan was equal to thespecific definition of IRC 414(s) always increased by both 401(k)
$71,250 amount, reduced by thecompensation that would restrict un-g|active deferrals and cafeteria plan
$25,000 in salary deferrals made tdimited creativity. contributions made by the em-
the plan. The bottom line is that pre- Currently, compensation that mayp|oyee.

EGTRRA, the employer could only be considered for qualified plan pur-" |1 is also important to consider that
contribute $46,250 or 9.25% of grossposes is limited to $170,000. Undefeertain uses of the term “compensa-
compensation in this situation. Un-EGTRRA, beginning in 2002, the tjon” are based on compensation
der EGTRRA, however, the total eli- maximum amount of compensationmeasured over different computation
gible payroll of $500,000 will yield a that can be considered for plan purperiods. For example, compensation
maximum deductible profit-sharing poses increases to $200,000. Futurgsed for deduction purposes is based
contribution of $125,000 (25% of increases to this compensation capn the fiscal year of the company,
$500,000 instead of 15%). In addi-will be made in $5,000 increments,which may be different from the plan
tion, the $25,000 in 401(k) salary de-based on increases in the cost-of-livyear. IRC 415 compensation is mea-
ferrals made to the plan by participantsng. Thus, the allocation to partici- sured over the limitation year, which
will not reduce this amount, therebypants with compensation in excess ofs often, but not always, the same pe-
providing for an overall deductible $170,000 will be based on a largeriod of time as the plan year. And
employer contribution of $150,000 dollar amount under EGTRRA. Thisfinally, both allocations and testing
($125,000 plus $25,000 in deferrals)may resultin either larger allocationsmay be based on compensation

a participant earning $250,000 annu-
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earned only after the date an indiHours of Service may occur, especially in the context
vidual becomes a patrticipant. Gathering hours of service canof ADP and ACP testing and plans
In light of these complexities, the also be complicated. Recognizingthat are considered to be top-heavy.
definitions of compensation selectedhe task at hand, the Department oSome of the ADP and ACP testing
when designing a plan should repretabor offered practitioners an optionconcerns can possibly be addressed
sent amounts that are administrato use DOL-prescribed equivalencie&hmugh the use of the option to sepa-
tively feasible to collect. There isin lieu of counting hours. Use of thisrate|y test otherwise excludable em-
little point in excluding some type of alternative alleviates the need to acployees, but without actual hour of
compensation if the savings genertually count hours (especially for eli- service data, attempts to separate out
ated to the plan is overridden by thegibility purposes, where hours arepermanent part-time employees will
cost of collecting this information. measured from date of hire as opy ot pe effective.
When crafting a data request formposed to the plan year); however, the accyrate service data is critical to
all applicable computation periodsequivalencies are quite liberal ande getermination of appropriate vest-
need to be consideredd., fiscal for that reason, can be ineffective ining and eligibility for both entry into
year, plan year, or calendar year). Tachieving a plan sponsor’s objective plan and ongoing accruals and al-
the extent that the computation periif limiting benefits for part-timers is locations. It is often difficult to ob-
ods are not uniformi.g., the plan desired. ain accurate records for historical
year is different than the fiscal year An alternative is to use an elapse(is,lourS of service. In these cases. it is
and neither one is a calendar year}jme method of determining service.hard for an administrator to be co’nfi-
care must be taken to capture the colapsed time is certainly easier todent that vesting is accurate. This un-
rect results. If testing compensatiortrack but is also ineffective in limit- certainty should be clearly éddressed
or allocations are based on a definiing participation for part-time em- and communicated to the client
tion that only considers compensaployees. While the contributions on '
tion from the date of plan entry, anbehalf of the part-timers may beThe Testing Process
effective means of gathering partialminimal, the overall cost of the plan  Only after the best available data

year data must be enforced. may increase and testing problemsas been obtained can the actual test-
Los Angeles Benefits Conference
September 13-14, 2001 555 Universal Terrace Parkway
Hilton Universal City & Towers Universal City, CA 91608
You are invited to attend the e Networking cation ¢ 401(k) Plan Design * Key
Los Angeles Benefits Confer-. continuing education credits ~ Plan Issues in Mergers and A-
ence! The 2001 conference of-. Exhibits quisitions ¢ Plan Expenses and
fers a high level of education, _ Payments to Service Providers:
knowledgeable speakers, and the TOPICS: Fiduciary and Prohibited Trans-

latest information on pension is- Developing Issues ¢ IRS Q&A « action Issues » Ask the Experts
sues. Don't miss this great op-Emerging Issues in IRS Audits «panel
portunity! DOL Investigations and VFC *  The Los Angeles Benefits Con-
Coping with the Changes in theference is the perfect opportunity
Distribution Rules « IRS Litigation to meet and discuss employee
Update « Cross-Testing, Combina-penefits issues with colleagues
tion of Plans « Who is the Em- and government agency represen-
ployer? « Who is the Employee? statives from the Pacific Coast ar¢a
- _ . DOL Litigation Update * Innova- and Washington, DC.
* Opportunities to interact with tiye plan Designs: Cash Balance For more information on th
high level government speak-5ng Hybrid Plans « IRS CorrectionLos Angeles Benefits Confer-

Conference Highlights:
Access to the newest informa-
tion concerning benefits regu-
lations, litigation, enforce-
ment, and compliance

ers Programs and 401(k) Plan Defectence, contact ASPA’'s Meetinds
» General and concurrent ses» Participant-Directed Invest- Department at (703) 516-9300 or
sions ments: Investment Advice and Edu-meetings@aspa.org.
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ing process commence. WithoutW earns $350,000 and is entitled taappear to be disproportionate; how-
guality and complete data, the testa $35,000 allocation. $35,000 di-ever, when tested using the general
ing process is flawed. The testingvided by $170,000 equals 20.59%jest or cross-testing methodology, the
process is a multi-stepped procesdiowever, $35,000 divided by plan may pass nondiscrimination.
Carol Sears, FSPA, and Norman

Levinrad, MSPA, have repeatedly\\/{thout quality and complete data, the

referred to the testing process as “a ) .

dance” in their outlines during nu- t€sting process Is flawed.
merous presentations at ASPA con
ferences. The concepts they've$200,000 (the new compensationThe IRS was weary of aggressive us-
outlined have been memorialized inlimit) equals 17.5%, which repre- age of this planning technique and,
a host of ASPA materials, includingsents a reduction of more than threes a result, issued regulations that re-
the C-2(DB) Study Guide, and stillpercentage points from pre-strictthe ability to design plans as ag-
offer perhaps the clearest overvienEGTRRA testing. Also, EGTRRA gressively as they had been in the
of the overall testing process cur-clarified that in the case of an em-past. Even with the new restrictions,
rently available ployer that includes both for-profit effective design techniques can of-

If a defined benefit plan is being and not-for-profit divisions, not-for- ten be accomplished for the right de-
tested, minimum participation test-profit employees covered under a tanographic group.
ing as described in IRC 401(a)(26)sheltered annuity program may be EGTRRA made very few direct
is still required. All other plans pro- disregarded for coverage testing puramendments to the discrimination
ceed directly to coverage testing,poses for the for-profit entity. This esting process, except the repeal of
Coverage testing under IRC 410(b)practice was a common occurrencne complex Multiple Use Test that
is performed using either the ratioin the medical profession, where\yss required in certain 401(k) plans.
percentage test or the average bemedical practices were owned byeGTRRA did, however, make
efits test. Certain segments of a plamot-for-profit hospitals. Absent this changes that indirectly, and in most
are treated as a separate plan ardarification, the plans maintained for c5ses positively, impact nondiscrimi-
therefore must be tested for coverthe for-profit side of the businesspation testing. Included among these
age on a stand-alone basis. Theseould fail coverage, although teCh‘changes are the following:
“segments” include 401(k) features,nically all employees were covered. . .
401(m) features, ESOPs, QSLOBs, Once a plan has passed coveragé, Th_e mcrer?lsed compgnsatlon limi-
and union and non-union groups. Irt can go to the next step — nondis- tation, which _results in lower per-
addition, “otherwise excludable em-crimination. Nondiscrimination in- centages being used for testing
ployees” {.e.,employees who have cludes the general test; the benefits, purposes
met a plan’s age and service but haveghts and features test; and ADP and The increased annual addition
not yet met the statutory age and setACP tests in the case of a savings limitation, which allows for larger
vice requirements under the Codeplan. Plans designed specifically to allocations and more creative cor-
may be tested separately. This apavoid nondiscrimination testing are rective amendments, such as the
proach can be especially helpfulreferred to as “safe harbor” plans. targeted QNEC in the case of
since rarely is an employee an HCBMost safe harbor plans are designed failed discrimination tests
in their first year of employment. A inamanner such thatitis mathematis The ability to permit employees
note of caution, however — whatevercally impossible to fail the general  \who have attained age 50 to make
aggregation or disaggregation is cretest. For safe harbor 401(k) plans, «catch-up” deferrals. (These de-
ated in the coverage testing procesthe right to avoid ADP and ACP test-  ferrals are not supposed to create
must be retained throughout the ening is “bought” by providing a cer-  ADP test failures.)
tire testing process, including ADPtain minimum level of employer
and ACP testing. contribution.

Several aspects of EGTRRA im-  Within the realm of nondiscrimi-
pact coverage testing. First, the in-nation testing is a world of flexibil- * Higher IRA limits that may divert
creased compensation limitation willity. A single plan or a combination ~ dollars from the employer’s plan
generally serve to lower the benefitof plans can sometimes be designed if not matched
percentages of the most highly paido target a specific employee or The IRS recently released final
individuals. For example, assume Drgroup. On its face, this skewing maycross-testing regulations. The final

* Anew tax credit to encourage par-
ticipation by low paid employees
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guidance closely mirrors the pro-heavy in the near future. In addi-as in the small to mid-size plan mar-
posed regulations issued last yeation to the standard information re-ket. With respect to large plans, test-
While a complete discussion ofquested about the employer asngis generally an issue only if there
these regulations is outside the scopdescribed above i.€., ownership are different divisions with differ-
of this article, it should be noted thatpercentage and officer status), theent plans. In the small plan envi-
cross-testing remains a viable testrecordkeeper previously had to trackkonment, however, even the smallest
ing alternative; however, new pre-data covering the prior four years.demographic shift can wreak havoc.
liminary standards will need to beln the past, this data was sometimefn a small plan, a single employee
met before a plan can be crossnext to impossible to obtain on atermination can thwart a carefully
tested. The good news in the finatakeover case. Recent changes torafted plan design. Also, if a fam-
regulations is that the regulationsthe law have simplified things con-ily member of a closely held busi-
somewhat relaxed what compensasiderably by eliminating the neces-ness becomes a plan participant, this
tion needs to be considered (thesity to track distributions for the can throw off testing and plan de-
gateway allocation can be based oprior four years. In addition, the sign. Plan sponsors are generally
415 compensation earned while aefinition of key employee was sim-more focused on a plan’s fiscal
participant), and the gateway allo-plified and 401(k) plans are permit-soundness as opposed to compliance
cation does not need to be provideded to consider employer matchingwith complex laws; therefore, it is
to those employees who are not elieontributions towards the requiredessential that a plan sponsor be made
gible to benefit under the profit shar-minimum allocation in a defined aware of the important role compli-
ing featurei(e.,those with less than contribution plan. Plan administra-ance testing plays with respect to the
1,000 hours or those not employedors will need to be aware that theplan’s ongoing viability. If a plan

at the end of the plan year). simplification of the top-heavy rules is audited, one of the first things
Ton-H could result in some plans suddenlythe IRS looks for is accurate em-
op-rieavy becoming top-heavy. ployee census data. The IRS, when

A number of 401(k) plans have
been sold with the assurance that n€onclusion
employer contributions will ever be  Compliance testing is essential.
required. However, if the plan be-Although the process seems labo
comes top-heavy, an additional conintensive, it is critical to the overall
tribution will be required, even to a operation of the plan. As consult-ance report with accurate data is a
stand-alone 401(k) plan. This canants look to find their place in the good way to memorialize a good
be an ugly surprise to the employerever-changing retirement plan Mar- ih effort to operate a plan prop-
It is extremely important that the ket, compliance testing is a primeerly N
recordkeeper apprise the employeexample of a value added service.” "
of the status of the plan if the planin the large plan market, compliance
is, or has a chance of, becoming toptesting is generally not as importantamy Cavanaugh, CPC, QPA, QKA,

has over 20 years experience in mat-

assessing the significances of a de-
fect or flaw, will also determine
whether or not there has been a good
faith effort to comply with all ap-
plicable laws. A complete compli-

’ 7 7 ters of plan design and administra-
ASPA'S FIRST “WINDOWED tion. Sheis active on ASPA'’s Educa-
EXAM CYCLE A SUCCESS! tion and Examination Committee and

The spring 2001 C-1, C-2(DB), and C-2(DC) exams were offered it¢ the author of theCoverage and
a six-week “window” during which candidates took exams. CandilNondiscrimination Answer Book
dates registered through ASPA and made testing appointments Btomas E. Poje, QPA, QKA, is a
Prometric Testing Centers. principal and director of technical

This was ASPA's first “windowed” exam cycle, and we're proud toCompliance atLorraine Dorsa & As-
say it was a success! Candidates were notified at the completion gciates in Jacksonville, FL. Tomiis
their exam whether they passed or failed. As not to delay those wi instructor in the ASPA Pension
wish to apply for designated membership, successful candidates mag/ucation Programand co-authored
apply for ASPA membership by including the Prometric “pass” letteftN€ Nondiscrimination Testing An-
with their membership application. swer Book Tom is also a frequent

. . lecturer at employee benefits semi-
The fall 2001 exam window is October 15 - November 30. nars and conferences.
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Gearing Up for the 2001
ASPA Visit to Capitol Hill!

by Sarah Simoneaux, CPC

lans are underway for ASPA members to visit yodfiould do it. It's a good opportu-

congressional representatives for ASPA's biennial VR§LY to open channels of commu-
pication with your representative.”

its to Capitol Hill. The event will be held as part of ASPAS. 544s, “For ASPA, it also good
2001 Annual Conference. In 1999, we had over 250 ASBAhave_ representation from as
participants. (ASPA's Visit to Capitol Hill is not held in eveff'any districts as possible.”

years due to congressional elections.) It has been two yebaen L. Severson, CPC, QPA,
' ' heard from ASPA, and pensiogo >
Since your representatlves ear , P g‘naron most enjoyed being part of
Issues are hotter than ever. a large ASPA group making visits to
Participating is simple. Larry F. Boord, AF_’M, Ohio g:r?,lt?/\llig!lc.)r:r;i?i;‘fiieg ggtrltriiigl:tild.
« Check off the box for the Visit L&y was surprised to learn thatg,nep gy the ASPA group was not on
to Capitol Hill when you regis- Members of Congress are quite ag;e o nesentative’s calendar, but upon

ter for the Annual Conference; ﬁezsrill_nle. Also, ittV\f[gsn:[thuPEI he \;'S eeing the size dhe ASPA group,
ted nis representative that e realizeqy - o presentative met with them

e All participants will be briefed . :
¥ g that there is an extremely high QUany g learned about private pension

on key private pension issues to. : .
. . . tity of issues congressional member -
discuss with your congressional ty 9 Yssues for the next 30 minutes.

representative prior to the Visit; dea[ with daily. He learned that theygy, o was quite pleased with meet-
i i don’t have the time to become ®Xing her representative and learning

* All participants will gather for a perts and are left to make decisions

rally prior to the Visit for a final hased on the message they hear most

briefing on the issues and meebften. To you he says, “It's critical

with others from your district g get our message to members of

and/or state; Congress” and just as critical to cre-
» Because the Annual Conferenceate an ongoing relationship so that

is closed during the Visit, you when issues come up, they are fa-

won’t miss any sessions or CEmiliar with your concerns. “They're

credit. ASPA will provide box hungry for input.”

Lg”;;‘g?rsgdczupsit;[a;‘iﬁporta“O”Michael J. Pruett, CPC, QPA,

' Alaska

* ASPA will make appointments,  Mike has visited his local del-

provide information folders, egation three times and has en-

and manage all other Iogistics.joyed getting to know them. It

As previous participants canwasn’t until he visited that he
confirm, Congress will welcome learned that we actually do have a
your input and your visit. Here is channel to express ourselves. Af- |
what the event was like for a fewter visiting for many years, it seems
of your fellow ASPA members to have had an impact. To his fel-

©1999 Bill Petros

.. . w Some participants from
who participated in 1999. low ASPA members, he says, “You the 1999 Visit to the Hill
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some ofher positions. To her fellow provided by ASPA to be very helpful.
ASPA members, Sharon says, “Do it.To you, she says the Visit was a “won-garah E. Simoneaux, CPC, is vice presi-
It's a good experience, especially ifderful experience.” She wants to enyent of Actuarial Systems Corpora-

you haven'’t done it before.”

Kim L. Szatkowski, CPC, QPA,
QKA, Florida
Kim found the entire participation

ASPA is offering.

courage you to take advantage of whaton  an employee benefits software
firm. She currently serves onthe ASPA

We hope to see you there. EverBoard of Directors, Screening sub-

the most reluctant participant had acommittee, Government Affairs Steer-

process quite simple and was pleaseg_ireat time in 1999 and came backng Committee, Legislative Relations

with the scheduling, lunch, and bus

f

eeling energized about how theyCommittee, Committee for Political

ride provided by ASPA. The most Made a difference. We just need youlction, National Office Committee,

rewarding part of the experience wad

o come and talk about what is im-Governance Task Force, Relationship

seeing Congress’ work environment portant to you as an ASPA member,Task Force, and Marketing Task Force,
Her congressional representative wa@nd as your fellow members can atand chairsthe Congressional Outreach
e

not able to meet with her group, but’
group [];ghted to have you coma

they were able to spend considerabl
time with his key staff member. She
vows to be more prepared and asse)
tive the next time. To her fellow
ASPA members she says “It was a
awesome experience to see our go
ernment in action.”

mittee.

Continuing Professional Education Notice
for Enrolled Actuaries

The regulations for the Joint Board for the Enrollment of Actua

st, your representatives are de€Committee and the Marketing Com-

ries

require an Enrolled Actuary to complete 36 hours of continuing profes-
Maureen M. Thomas, APM, sional education (CPE) credit each enrollment cycle to qualify fof re-
lllinois newal of enroliment. Core subject matter must comprise at least 18 hours.

Maureen found the best part was
meeting her Congressman. Thougl
she was the only person in her groug
she was pleasantly surprised by th
amount of time he spent with her. Shé
learned his views on pension issue
and they even talked about doing
events together back home. Shq
wants you to know that it's a good
experience to go to the Hill, meet
face-to-face with your representative
and see their everyday work environ;
ment in action €.g., like how busy
their office is!). You may not have
such an opportunity in another setj
ting.

Jill A. Waters, QPA, Texas

When Jill attended ASPA's 1999
Annual Conference, she hadn’t beel
to Washington, DC in over 30 years
Amusingly, she said that the hardes
part about participating in the Visit
was getting back into the session
after the excitement of visiting Capi-
tol Hill. Her group met with a staff
aide who was quite engaging. Shé

found the preparation information

For newly enrolled actuaries who were enrolled during the current en-

rollment cycle, lesser requirements apply.

For the current cycle, the period during which these CPE hours
be fulfilled extends from January 1, 1999 to December 31, 2001.
that the CPE hours must be met three months prior to the end
enrollment cycle, which is March 31, 2002.

Enrolled actuaries are required by the regulations to retain, for
riod of three years after the end of an enrollment cycle, the follo
supporting documentation regarding CPE:

1) the name of the sponsoring organization

2) the location of the program

3) the title of the program and description of its content

4) the dates attended

5) the name of the instructor, discussion leader, or speaker

6) the certificate of completion and/or signed statement of the hoy
attendance from the sponsor

7) the total core and noncore credit hours

The Joint Board conducts random audits of claims for CPE ci
which includes the review of the documents listed above. The Joint E
urges you to pay close attention to those sections of the regulatior

must
Note
Df the

A pe-
ving

rs of

edit,
Board
s that

discuss the criteria for courses or programs to fulfill the CPE require-

ments.

Please note that the regulations provide that teaching, publishir
ticles, and certain other activities may earn a limited number of
hours. Similar record keeping requirements apply to these activitie

g ar-
CPE
S.
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Focus on PERF

ASPA’s PERF Sponsors
the 2001 Math Olympiad

by Jane S. Grimm, ASPA’s Administrative Director

hat a delight it was for Jamie Pilot, Director odubbles in quite the same way! After

Education Services, and | to attend the awar#lg pPresentation, everyone progressed

. .. . to the State Department’s elegant din-
ceremonies in recognition of the achievements of twelve v b ?

ﬁ]rg}/room and had a wonderful meal.
special high school students in the 30th annual Mathematicahe greatest part of the evening,

Olympiad!

however, was having the opportunity

to talk to these terrific young people.
This year, 386,000 high school sturem.” Did you know that a single Please see the letter from Po-Ru Loh,
dents participated in the math contestsound soap bubble provides the leas

which are held throughout the US,area way to enclose a given volumé
Puerto Rico, Guam, and many US emef air? This theory was asserted b
bassies and military bases worldwideArchimedes and proved in 1884. In
Professor Frank Morgan from the De-2000, several mathematicians prove
partment of Mathematics and Statisticshat a double soap bubble provide %
at Williams College addressed the toihe least-area way to enclose an

twelve students with a presentation enseparate two given volumes of air.
titled “The Double Soap Bubble Theo-Jamie and | will never again blow

July 30, 2001

American Society of Pension A.ctuariea
Jane Grimm, Administrative Pwector
4245 North Fairfax Drive, Suite 790
Arlington, VA 22203

Dear Ms. Grimm,

iting to thank the America '
l:r;nags;;n t\@/\ath@matica Competitione’ QSA Mathemitfa:am e
@ ies, and Mathematical Olympiad Summer Frog e
et i hool mathematics competitions for several yea.re now, it
middleana o O; reatest. This year, | was one of twelve winners ? t' Gwagh,
s iﬂ eg we were invited to the USAMO Awards C@rerrlorneahmarmual
gyt unbie and grand celebration. From therewe wenf, ontothe e
‘&gtinb?c&z?azogiﬁm@r Program, a unique training progradm i@@\ar;‘eqi ;:ot?; e
e ion’ + high school studente. ‘ :
1;‘”5 mat‘tlj:q wjzi;jlzjz:ifjj: igjfr?;ui;i\i fro@m many aponaoring organizations, In-
e possi

d (3 the A el a E}() @[; of rens on AN\ tua [72] ou 5UPP() 7 tru ak@@ a dl €
\ C. Cl y i C Y y
clu

fthousands
not only to the few of us at the very top, put also to the hundreds 0
ence,

O @ 5CcNo0 ';Ud@l 1 09! % P p M P g
C l5 S ac S e cou r/r‘yW opa tic al’/e EMCI\yce ogra @
Sach ear. B QPOHQOF ng 6d catior a PH)[Z amo suc a% tne A CE, ou aré € F @
‘7 ld y b |@ bye uture 10 a l ot us, a € 0\62\\/0 yOU snou d \'76 g tTu y P Oud oT.
uila a

i i ing the
i £ Pension Actuaries for sponsori
b Olympiad, USAMO Awards

ave participated in

Sincerely,
Po-Ru Loh

Jamie S. Pilot, Director of Education Services,
and Jane S. Grimm, Administrative Director,
with the winners of the 2001 USA Math
Olympiad in front of the Einstein Statue in
Washington, DC
one of the winners, thanking the ASPA
membership for “helping build a
brighter future for all of us.” We heard
comments like this from students and
their families throughout the evening.

ASPA's Pension Education and Re-
search Foundation (PERF) is a non-
profit 501(c)(3)formed to foster
excellence in pension education and to
promote scholarly research in the pen-
sion field. It is supported by tax-de-
ductible contributions. ASPA members
can donate to PERF by checking a box
on their dues statement or sending a
check to ASPA PERF, 4245 N. Fairfax
Drive, Suite 750, Arlington, VA 22203.

In the picture above, how many fu-
ture ASPA members do you sea?
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Focus on CE

How Do | Earn Continuing
Education Credits?

by Cathy M. Green, CPC, QPA, and Marissa Pietschker, QPA

saprofessional society, ASPA emphasizes the imp@tmber of CE credits. Credits are

tance of the continuing professional and educatlor‘fﬁl 200% only and are subject to
ange
development of our members. ASPA has a mandatory prgdd,tlonally, credit can be ob-

gram of continuing education that affects all designatethed by attending aon-ASPA
members, including FSPAs, MSPAs, CPCs, QPAs, QK/&Bonsored seminaor educational

program. Credits for these pro-

and APMs. grams are based on a one-credit per
The continuing education programe First six months of the cycle — 20-minute credit hour with a maxi-
is dedicated to helping you stay 30 CE credits mum of 15 credits per program.

abreast of developments in the qualis second six months of the cycle — Retention of attendance records and

fied retirement plan arena. This pro- >0 cE credits written outlines is the responsibil-
gram for continuing education Now | . o o e oycle — ity of the credentialed member.
applies to all designated members, 10 CE credits ASPA-sponsored examare an-
regardless of when designation(s) _ other way to earn credit. Creden-
were originally received. Fourth six months of the cycle —tialed members can use the PA-1(A),
The current cycle for earning your N0 CE credits PA-1(B), Daily Valuation, C-1, C-

credits began on January 1, 2001 and There are a variety of interesting2(DC), C-2(DB), C-3, C-4, and A-4
will end on December 31, 2002. Inand educational ways to meet youexams that lead to aulditionalcre-
order to keep your ASPA designationCE credit requirement, many ofdentialed membership category. The
you must earn 40 continuing educawhich are outlined below. Keep in €xams taken to obtain your first des-
tion credits during this cycle (and inmind that topics must be pensionfgnation do not earn CE credits, but
future two-year cycles). retirement plan-related. One way torather, earn the designation. Credits
For the initial CE cycle, the num- get ASPA credit is by attending anwill be applied to the cycle in which
ber of CE credits required is proratedceducational program or course the score igeceived You will re-
based on the date of admittance osponsored by ASPA 2001 as ceive 20 credits for a passing grade
designation within the two-year CE shown in the chart below. (Checkand 15 credits for a failing grade (no

cycle as follows: program brochure for the exactless than a score of 5).
Program/Course Credits Program/Course Credits
Annual Conference, Summer Academy, and C-1, C-2(DB), C-2(DC), C-3, C-4,

Business Leadership Conference .................. [20 each] EAWeekend Courses .........cccccceeeeeiveiiinnnnn.. [15 each]

One Day Workshops .........ccccccooeeiiiiiiiiiii [7 each]  Pension Administrator’s Course

Great LakeSTE/GE .........oooviiiiiiieeeeee, [161*  (PATARPAIB) oo [10 for bothl

Best of Great Lakes ..o [8]* Daily Valuation Course (DV) .......ccccvveeiiiiiiiieeeinnn, [10]

Northeast Key Conference .................... [8 each conf.]*  The Pension Actuary QUIZ ...............c......... [1 per quiz]

Los Angeles Benefits Conference .................. . [15]* MNVEDCASTS oo [2 each]

C-1, C-2(DB), C-2(DC) ASPA Benefits ,

Virtual Study GroUpS ........cocooveieeeeeeeeeee . [20 each] ~ Council (ABC) meetings .....[Credits depend upon the
length of the meeting and are based on

*estimated a one credit per 50-minute credit hour.]
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In addition to exams, courses, andASPA's website atvww.aspa.org Committee and is chair of the 2001
educational meetings, you can obtaifThe 2001-200Zontinuing Education ASPA Summer Academy. In Febru-
credit by attending a qualified Guidelines and Formsncluding the ary, she served onthe Strategic Plan-
in-house trainingprogram sponsored reporting form due at the end of thisning and Implementation Team.
by the company for which you are ei-cycle, will be mailed to each creden-Marissa Pietschker, QPA, works for

ther an employee or representative, dialed ASPA member in 200 Suncoast Pension and Benefits
by participating in a qualifiedtudy Group, Inc. in Tampa, FL, and has
group program. Successful comple- worked in the pension field since

tion (i.e.,a passing score on an exam{-athy M. Green, CPC, QPA, is vice1982. She has been a member of
of anon-ASPA sponsored self-study President of CMC in Glendale, CA. ASPA since 1990 and received her
program covering acceptable subjecBhe is the chair of the ContinuingQPA designation in 1993. Marissa
matter also qualifies for credit. CreditEducation Committee. Cathy,amemeurrently serves as co-chair of
for in-house training, study-groups,ber of ASPA’s Board of Directors, ASPA’s Continuing Education Com-

and self-study are calculated based oflSO serves on the Conferencenittee.
a one credit per 50-minute credit hour .
Keep in mind that there is a 15 credi CFP and FLMI Professionals

maximum forself-study programs . . . .
and at least one ASPA member mud Now Eligible for APM Designation

be present in order to receive credit
for astudy group (refer to theCon-

tinuing Education Guidelines and
Formsfor more detailed information).

And that’s not all! You can also
receive credit fospeakingat a pro-
fessional meeting, or famstructing
a course either sponsored by ASPA
or by a college, university, or another
professional organization. Credit car
also be obtained serving as a pan-
elist at a professional meeting or for ASPA.
publishing an article on acceptable
subject matter (refer to th@ontinu-
ing Education Guidelines and Forms
for more detailed information).

The opportunities to earn CE cred-
its are endless! It is important to star
now and plan how you will earn your
CE credits before the end of this cycle
Designated members who do hot mee
ASPAs CE requirements will have
their designation(s) suspended untij
the credits are obtained and are re
quired to apply for reinstatement of
the suspended designation(s).

The ASPA Board of Directors those who have been awarded the
voted at their July 2001 meeting toMSFS degree from the Graduate
grant those individuals with the pre-School of Financial Sciences
requisite three years of pensionthe American College, Bry

awarded the credential of Certi-
ASPA created the APM mem- fied Financial Planner from a pro-
bership category several years aggram accredited by the Certifigd
to recognize those professionalg=inancial PlanneBoard ofStan-
who are involved in the employeedards, and (7) other professional
benefits field and have alsodesignations as follows: Membeér
achieved professional recognitionof the AmericanAcademy of Ac-
in another field. ASPA's Board of tuaries; Associate, Member, and
Directors has deemed that both thé-ellow of the Conference of Con-
'LCFP and the FLMI justify admit- sulting Actuaries; Associate and
tance into this same category. Fellow of the Society of Actuart
The following professionals are ies; Accredited Pension Adminis-
" eligible for the APM designation if trator of the National Institute of
they meet the additional require-Pension Administrators; and Fel-
_ _ ment of three years of experiencdow of the Life Management Int
For more information about how | i, hensjon-related matters: stitute.
to earn CE credits, contact ASPAS (1) attorneys currently admit-  For more information, or td
membership department at (703} (e o the bar in any US jurisdic-receive a designated member-
516-9300 and request a copy of the tion, (2) accountants who haveship application, contact ASPA
Continuing Education Guidelines| attained the CPA designation, (3)membership department at
and Forms Guidelines can also be| enrolled agents who are enrolled(703) 516-9300 or visit ouf

found in ASPAs2001 Yearbooknd | to practice before the IRS, (4)website atwww.aspa.org
in the Continuing Education section of
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Focus on GOVERNMENT AFFAIRS

Summary of
Letters

by Theresa Lensander, CPC, QPA

he Administration Relations Committee for ASPA'sents for certain defined contribu-

Government Affairs Committee responds to IRSI‘,;?]SF{,'aTnS’a;ré‘?t\"c’mc‘t’omg’agrit,’tit',:y
. . . It u 1T
Treasury, DOL, and PBGC notices, rulings, announ(p‘,ge;,—tten comments, ASPA spoke %t

ments, and regulations. The goal of the Committee istt®public hearing on the proposed

proactively communicate the needs of ASPA's membersfﬁ%ﬁg?n”sefq f?é’&;y_zfﬁs .

by writing comment letters throughout the year and B 99-44. Section 415 Limitations

meeting with government officials at least twice a year. on Benefits and Contributions.
Additional comments on IRS No-
The following is a summary of  March 7, 2001 — Comments to tice 99-44, Section 415 Limitations

committee letters beginning with PBGC Regarding Cash Balance gn Benefits and Contributions un-
the most current letters, datingand Hybrid Plans. PBGC re- der Qualified plans, were submitted
back to September 2000. If youquested that ASPA comment Onwith a request to the Service to keep
would like to view the actual let- how to make benefit determina-in mind the following goals: pro-
ters, go towww.aspa.organd se- tions for cash balance and hybridmote efficient plan operation,
lect “Government Affairs.” plans at plan termination. achieve consistency in plan design,
May 29, 2001 — Extension for February 23, 2001 — Disclo- simplify changes to defined benefit
Filing Form 5500 Series. ASPA sure of Obligations of Fiducia- pension plans, and accommodate
requested that the DOL provide aries. This letter responded to phased retirement patterns for plan
blanket extension of time to file the PWBA's request for information participants.
2000 Form 5500 series letter, simi-dated September 14, 2000, regard- Qctober 27, 2000 — ERISA Pro-
lar to the extension that was grantedng disclosure of fiduciary obliga- cedure 76-1, Education for 403(b)
in 2000 for the 1999 forms. tions of employee benefit planspjan Sponsors. ASPA asked the
April 17, 2001 — Comments subject to ERISA Title I. PWBA to assist with publicizing the
Regarding Proposed Regula-  January 16, 2001 — IRS Notice ayaijlability of ERISA Procedure
tions under Code Section 2000-63, Priorities Guidance List. 76-1 to promote awareness and edu-
401(a)(9). Comments were sub- ASPA offered suggestions in re-cation of ERISA requirements for
mitted regarding effective datessponse to IRS Notice 2000-63 onTitle | plans, as well as how to de-
and the use of the model amendpriorities for guidance under thetermine if a 403(b) eligible em-
ment, establishment of separate2001 guidance priority list issued ployer sponsors a Title | plan.
accounts, the identification of jointly each year by IRS and Trea- September 11, 2000 — Com-
beneficiaries and the ability to sury. ments Regarding Revenue Proce-
split trust after the participant’'s January 5, 2001 — New Com- dure 2000-16. Comments were
death, and application of the pro-parability Proposed Regulations. submited to the Service regard-
posed rules to 403(b) plans.ASPA submitted comments regarding the Enployee Plans Compli-
Supplemental comments to fol-ing proposed IRS regulations onance Resolution System (EPCRS).

low at a future date. the non-discrimination require- Continued on page 31
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Focus on ABCs
Western Pennsylvania Nears

the End of an Inaugural Year

by Stephanie Hepler

he ASPA Benefits Council (ABC) of Western Penrtame a member of the ASPA PA-1

sylvania (Pittsburgh) became official in August dfxam Committee. This committee
designs the test questions for the

2000. Our inaugural year includes the last two monthsg@iya)and pA-1(B) exams and the
2000 in addition to all of 2001. Over the past year, membe®i+esponding study manuals.

ship in the ABC has grown to fifteen corporate and tvy ':F)‘fb'[ l;”:rzgﬁitrs‘f‘g&ii‘ﬂ“;txé‘;gﬁ

individual members. We are also in the process of design#adinciuding membership registra-

our website located atww.aspaofwpa.org tion and upcoming events, contact
Becky Hummer, Board President, at
The elected board of directors is:extend our sincere thanks to Garyrhummer@dpbz.com or (412) 642-

President, Becky Hummer, CPC,who conducted the meeting only ago40. a
QPA; Vice President/Gov't Affairs week after returning from his hon-
Coordinator, Gary Gunnett, JD;eymoon! Our next meeting is sched-
Treasurer, Cynthia Hall; Secretary/uled for September and will cover theStephanie Hepler is an administrator
CE Chair, Michael Viola, CPC, QPA; current “hot topics” surrounding the with dpb&z, inc., an actuarial and
Program Chair/PR Chair/ASPA Li- retirement plan community. employee benefit consulting firm in
aison, Stephanie Hepler; Meeting In closing, we would like to rec- Pittsburgh, PA. She has been in the
Chair, Jackie Albee, QPA; and Meet-ognize our secretary and CE chairemployee benefits field for fifteen
ing Chair, Russell D. Smith, CPC, Michael Viola, CPC, QPA. Along years. Her experience includes plan
QPA. with being a dedicated board mem-design, administration, and compli-
Our first meeting, held on No- ber of our council, he recently be-ance.
vember 29, 2000, was a great suc-

I Wi luck h to havd
cess: e WEre 1eKy Sholigh 1o hav ASPA Benefits Council Calendar of Upcoming Events

Brian H. Graff, Esq., ASPA's Execu-
Date Location Event

tive Director, present an update or
Pension Reform. Our second quar

New York The New Tax Law, EGTRRA
Speaker: Craig Hoffman, APM

terly meeting, held in Marchfea- | S€Ptembers

tured Atlanta ABC Board member

Cynthia Groszkiewicz, MSPA, QPA,
EA, ASA. Cynthia gave the group
an informative and enlightening
analysis of the new cross-testing
rules. In light of the GUST Reme-
dial Amendment Period, we thought
it appropriate to have the June quar
terly meeting address the issues su
rounding document restatements
Our very own Gary Gunnett, JD,
addressed the membership and als
held a question and answer sessiol

September 11 Delaware Vallephe New Pension Legislation —
Economic Growth and Tax Relief

Reconciliation Act of 2001

Speakers: ERISA Attorneys, Arthur Bachman and Robert Bilderse
September 13 Atlanta Annual Members-Only Meeting

- September 24 Chicago EGTRRA and GUST Restateme
r Speaker: Richard Hochman, APM

- September 25 Central Florida New Tax Law
Speaker: Sal Tripodi, APM

North Florida EGTRRA Update

Speakers: Michele Lellouche and Kevin Merrill

0
. October 17

a)

The meeting was successful and w
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PIX Digest

he Pension Information eXchange (PIX) is an onlin@5% of current liability. While

service for pension practitioners. ASPA has cBus is similar to the old triennial
valuations that were permitted long

sponsored the PIX Pension Forum for many years. For mfe ihat was prior to the days of

information about PIX, call (805) 683-4334. current liability. The discussion

_ covered areas of an actuary’s re-

About It! profit sharing contribution in a tpe sponsor’s desire to save fees,
[Threads 96392, 96519, 96585, one-person plan; and one actuary even described
96686, 96829, 96997, 97001, 5  Effect of changes to 415 aggre-some situations where he feels an-
97196] _ gation rules for multi-employer nual valuations are not frequent
PIX users started analyzing pjaps; enough.
EGTRRA before the conferenceGI What effect the 2010 As with any new and complex

committee’s ink had dried, aver- . islati initi
ging over 6 messades a da EGTRRA sunset provision Ieg|slat|on,.there are initially far
ging 9 y might have on pension plan-More guestions than answers, and

since the bill passed. As the ef- ning: if experience is any guide, as prac-
fective date of EGTRRA provi- titioners, we will be advising cli-

sions approaches, PIX users will’- Plan amendment requirements, .. many issues long before we
be at the cutting edge of prob-8. Safe Harbor 401(k) plans andhave guidance from the IRS. In-

lems, solutions, opportunities,  top-heavy requirements; teraction with colleagues nation-

and creative ideas arising fromg Changes in key employee defi-wide will be an important part of

this legislation. . nition and the top-heavy deter-learning how to apply EGTRRA to
To date, some of the topics dis-  ination date: your practice.

cussed include: To assist ASPA members with

1. Impact of the elimination of the 10';{2&:[2?(5:'[ of rollovers and newleaming about EGTRRA, PIX is
415 25% of compensation de- ' offering FREE introductory sub-

fir}[ed c?_ntribg:ri]otr;lling?d the} Cug/lszgyinrzﬁjrdeinzoggcaspgvai;it%i\:rscriptions to PIX by e-mail. You
interaction wi e addition o , - . o

) ) . may request this subscription by e-
a 404 25% deduction limit for Sight in EGTRRA regarding SEP 1oy o0 ption by

money purchase plans; contributions. IRC 404 was mfglsnt?nmoma?p'é’gf;gindtrr?{;l
2. The use of a 401(k) in Combi_amended to increase the SEP del b 'gt' hich will
. nation with a defined benefit duction limit to 25%; however, IRC Shu SC:]IIOSIOH’, oy I Wlf one
plan, since deferrals will not 402(h)(2) was apparently not o oAl conierence

- Ol changed. If this is not revised, everin OCtober.
count against the 404 deduct|or}hough an employer may deduct a To read the EGTRRA threads

limit; 25% SEP contribution, the amountthrough July 15, 2001, download
3. How to deal with existing plan over 15% will be taxable to the par_eggtraz.fsg We will compile

loans to S-Corp shareholdersticipant. EGTRRA messages approximately
partners and proprietors, which  Another discussion involved the monthly, depending on volume,
are currently prohibited trans- provision that allows defined ben-and post updates available for
actions, in light of the change efit plan valuations to be performeddownload.

permitting these loans, effectiveevery other year, instead of annu- Thanks to PIX user Don Martin
2002; ally, if the plan funding exceedsfor the great headline.
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Schedule B and Defined Benefit be amended no matter what, othPartnership Loss and Plan
Takeover Plans ers felt that an amended returnCompensation
[Thread 97406] would be necessary only if a [Thread 97212]

A PIX user who is taking over funding deficiency resulted. It This thread discusses the case
a defined benefit plan started thisvas also noted that the IRS hasvhere a plan is sponsored by a part-
thread. Upon review of the pre-on many occasions stated that amership (A). One of the partners is an
vious work, it appeared that theamended Schedule B must use thactive partner in another partnership
valuation was done using a bensame actuarial assumptions a¢B) that does not sponsor the plan.
efit formula different from that in used in the original filing. If the Partnership B has a loss for the year.
the plan document. The user wa®riginal actuary will not amend How does this loss affect the plan
asking what should be done, aghe Schedule B, and the new aceompensation in A for this partner?
the improper valuation of the plantuary does not agree with the as- Even though B is not a party to the
benefits will affect the funding sumptions previously used, theplan, since a partner is treated as self-
standard account and thereforenew actuary either cannot amendemployed for plan compensation and
future Schedule Bs. the prior Schedule B, or is in thedeductions, the loss in B does reduce

Most users believed that theunenviable position of having to the partner's compensation for IRC
prior actuary should be contactedsign off on assumptions that do415 purposes. However, it may not
for clarification, as there might be not represent his or her best estireduce the participant’'s compensation
a plan amendment that the clienimate of future experience underfor plan purposes, if B is not part of
failed to provide. If it did turn the plan. the “Employer” sponsoring the plan.
out there was an error, some us- To read the entire thread, To read the entire thread, down-
ers felt that the Schedule B mustdownloadtkodb?2.fsg load partlos2.fsg A

CONTINUED FROM PAGE 28

Notice of ASPA's

Annual Business
Meeting

ASPA's Annual Business
Meeting will be held during
the 2001 ASPA Annual Con-
ference on Sunday, October
28 at 3:15 p.m. All ASPA
members are invited to attend
and participate in the discus-
sion of membership business.
Credentialed members are
encouraged to attend the
meeting and vote for new
members of ASPA's 2002
Board of Directors.

L]
A
gl

Focus on Government Affairs

This letter was a great success, anthents were incorporated in Rev-
many of ASPA's ideas and com-enue Procedure 2001-14

Please contact the subcommittee Chairs directly if you have interest
in a specific topic or would like to learn more about how you can
assist:

Chair Subcommittee
Michael J. Canan DOL
Jeffrey Chang IRS

Theresa Lensander Tax-Exempt &
Governmental Plans

E-mail Address
mcanan@ghrlaw.com
jcc@crl-benefits.com
ARAC403bLink@msn.com

Kurt Piper Actuarial/PBGC kurtpiper@ pixpc.com

Robert Richter Cafeteria Plans obert.richter@corbel.com

Valeri Stevens Reporting & msbi@ix.netcom.com
Disclosure

Janice Wegesin 401(k) jmwconsults@juno.com

Theresa Lensander, CPC, QPA, serves as chair, Administration Relations
and chair, Tax-Exempt and Governmental Plans subcommittee for ASPA
Government Affairs. She is president of The American Pension Company in
Santa Barbara, CA and specializes in the administration of qualified plans
and 403(b) arrangements.
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2001 Calendar of Events

ASPA CE Credit

* Exam candidates earn

20 hours of ASPA

September 13- 14 Los Angeles Benefits Conference, Universal City, CA 6 o _
continuing education
September 15 Early registration deadline for fall exams credit for passing ex-
. . ams, 15 hours of
September 19 Best of Great Lakes, Minneapolis, MN 8 credit for failing an
September 24 Best of Great Lakes, Indianapolis, IN 8 exam with a score of
, 5 or 6, and no credit
September 28 Best of Great Lakes, Milwaukee, WI 8 for failing with a score
Oct. 15-Nov. 30 C-1, C-2(DB), C-2(DC)fall exam window * lower than 5.
** PA-1A and B exams
October 28-31 Annual Conference, Washington, DC 20 cEn Tve heurs 6
October 31 Final registration deadline for fall exams ASPA continuing
education credits
November 5 Registration deadline for fall weekend courses each for passing
(C-1,C-2(DB), C-2(DC), C-3,and C4) grades.
November 10-11 C-1,C2(DB), C-2(DC), C-3, and C-4 weekend courses, *** Daily Valuation ex-
Chicago, IL 5 ams earn 10 hours of
ASPA continuing edu-
Decemberb C'3, C‘4, and A4 exams * cation credits each for
Decerrber3] Deadine for 2001 edition exams for PA-1 (A&B) # SEESG QrECE
December 31 Deadline for 2001 edition exam for Daily Valuation X

Reach the pinnacle of success!

— 407(k) simmi

Do you actively sell, market, support, or influence the sale of 401(k) plans?
If so, this is one event you won’t want to miss!

The 401(k) Sales Summit is a one-of-a-kind conference guaranteed to bring your busin
new heights. Learn about unique prospecting insights and new approaches that wil
grow your retirement plan business.

e Hear from industry experts — the best of the best
e Learn new sales techniques to grow your assets under management

¢ Participate in sessions focused on maximizing your 401(k) cross-selling opportut
turning retirement trends into opportunities, prospecting techniques, investme
market perspectives, and much more.

Scheduled workshops and breakout sessions are guaranteed to improve yo
marketing efforts and increase your overall sales production.

Exhibitors and Sponsors are welcome to support this inaugural eventl

Watch for more information coming soon. To find out more, vig
our website atvww.aspa.orgor contact the Meetings Departme
at (703) 516-9300 or meetings@aspa.org.

Mark Your Calendar Today! February 28 - March 2, 2002
401 (k) Sales Summit * Doubletree Paradise Resort * Scottsdale, Arizona

COMING

IN 2002

Graphic art provided by Hartford Life
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