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WASHINGTON UPDATE

s we approach mid-year 2001, some practitioners are

Pension Reform asking when they must amend their qualified plans for

Finally Passes -
Why Was It So
Hard?

by Brian H. Graff, Esq.

After almost five years of work

pension reform has finally become

law. Can you believe it? A sum-
mary of this $50 billion Iandmar:t
legislation is included along wit

this issue offhe Pension Actuary
It is part of the larger Economic
Growth and Tax Reconciliation
Act of 2001.

It was touch and go there for ja
while, but in the late hours of the con-
ference the conferees agreed to jin

clude the pension package. Special

GUST. The answer depends upon the type of plan adopted —
individually designed, master and prototype (M & P), or volume
submitter — and upon the individual sponsor of the M & P or
volume submitter plan adopted. The GUST amendments must
incorporate the various provisions required by the General
Agreement of Tariffs and Trade (GATT), the Uniform Services
Employment Reemployment Rights Act of 1994 (USERRA),
the Small Business Job Protection Act of 1996 (SBJPA), the
Taxpayer Relief Act of 1997 (TRA '97), and the Internal
Revenue Restructuring and Reform Act of 1998 (RRA).

The period during which an em-Code is called the Remedial
ployer sponsoring a qualified planAmendment Period (RAP), and is

_must bring the plan into compli- defined in the Internal Revenue
ance with the Internal RevenueCode (the Code) at §401(b), and

thanks are owed to Senator Baucus
(D-MT), Senator Grassley (R-1A) IN THIS ISSUE
and Representative Portman (R-OH) Fiduciary Responsibilities for Managing 401(k) Plans

for not backing down to the Repub-
5e

lican leadership who wanted to u
the $50 billion for estate tax repeal.
Please note, believe it or not, t
the entire tax bill, including pensio
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further explained in the attendant
regulation.

401(b) Certain Retroactive
Changes In Plan

A stock bonus, pension, profit-
sharing, or annuity plan shall be
considered as satisfying the re-
quirements of subsection (a) for
the period beginning with the
date on which it was put into
effect, or for the period begin-
ning with the earlier of the dates
on which there was adopted or
put into effect any amendment
which caused the plan to fail to
satisfy such requirements, and
ending with the time prescribed
by law for filing the return of the
employer for his taxable year in
which such plan or amendment
was adopted (including exten-
sions thereof) or such later time
as the Secretary may designate,
if all provisions of the plan
which are necessary to satisfy
such requirements are in effect

by the end of such period and  The Secretary of the Treasury has
have been made effective for all been given the authority to extend the
purposes for the whole of such RAP from time to time and has done
period. so in the case of the GUST Remedial
Generally the Remedial Amend-Amendment Period. Revenue Proce-
ment Period ends on the last day byluré 2000-27 has set the end of the
which the employer may file its re- GUST Remedial Amendment Period
turn for the taxable year in which the@S the last day of the first plan year

p|an or amendment is adopted, inbeginning on or after January 1, 2001.
cluding extensions. For government plans, the TRA

Traditionally, the Remedial ‘86 remedial amendment period for

Amendment Period (RAP) has beersections 401(a)(4), 401(a)(26),
extended after the passage of majof01(k), 401(m), 410(b), and 414(s)
tax legislation, in order to provide theof the Code, which had previously
Internal Revenue Service time to pubbeen extended until the last day of
lish guidance and for employers tothe first plan year beginning on or
develop strategies that consider th@fter January 1, 1999 (Notice 96-64),
changes in the law. Additionally, third has been further extended under Rev-
party administrators, consultants, ang¢nue Procedure 2000-27 until the last
attorneys must be able to plan for theiday of the first plan year beginning
staffing needs. The dilemma manyon or after January 1, 2001.

are facing now is when to add staffto For nonelecting church plans
ensure there is adequate time to amer(@ection 410(d) of the Code), the
all the qualified plans for which they TRA '86 remedial amendment pe-
are responsible before the end of theiod was extended until the last day
RAP. of the first plan year beginning on or

Continued on page 11
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Fiduciary Responsibilities
for Managing 401(k) Plans
and Their Investments

by Fred Reish, APM, and Gail Reich

his article, third in a series of articles designed iered, and invested without the ben-

address the changing face of plan administratigfi.of assistance from pension experts.
Expressed in legal terms, that

focuses on ERISA fiduciary responsibilities for operating,gestion might be: Can an employer
401(k) plan. fulfill its fiduciary responsibilities

_ o under ERISA to properly administer
In today’s world, enployers who of a plan — that is, to providing supe-z 401 (k) plan and to prudently select

are unsophisticated or overly cost+ior retirement benefits for the employ- 3nd maintain investments without the
conscious tend to view plan docu-ees — is the selection and monitoringyenefit of professional advice?
ments as word processing forms, plaf the investment options offered tothe  This article discusses some of the
administration as pushing the rightemployees, including the removal of st important fiduciary responsi-
button on a computer, plan design aanderperforming funds. These emyjities under ERISA and the diffi-
“fill-in-the-blank,” and 401(k) invest- ployers know that competent plan adeyity of complying with those
ments as a group of mutual funds. - ministration is important to employee rgquirements. While the article fo-
They do not understand the diffi- satisfaction. It requires knowledge and:;ses on the need for advice. it does
culty — or the importance — of prop-effort to properly design, document, ot address whether employers will
erly designing and operating a 401(Kjadminister, and invest a 401(K) plan. want that advice in person, over the
plan. As aresult, they do notappreci- In other words, sophisticated em-ejephone, or via the internet. How-
ate the value of advice from pensiorpioyers know that a 401(k) plan mustayer the article does point out the
administrators, consultants, and attorhe properly set up and operated Withheed for the advice to be proactive —
neys. Because of their unwillingnesshe benefit of professional and techynat is, in many cases employers must

to seek or pay for that advice, theirp; : . .
plans are (?ftgn poorly designed tomc{JlI advice. _be initially alertgd.to p_otennal plan_
meet their business objectives and théhe Fiduciary Requirement issues (and their fiduciary responsi-

needs of their employees. The admin- ERISA imposes on employers thePilities), and then be given advice
istration of their plans may be inac-fiduciary responsibility to prudently about the solutions. .
curate and incomplete, frustrating theoperate their plans and manage the 11€ design ofaplanis considered
efforts of the employer to provide ainvestments. While large companiesi” employer, or “settlor,” function —
valued employee benefit. have financial executives and in-8S Opposed to a fiduciary function.
On the other hand, sophisticatechouse benefits staffs, small and midAs a resqlt, '[!’llS article does not dis-
employers realize that, to meet theiisized companies must rely on advic&USS design issues, other than to say
needs and those of their employeedrom their third party administrators, thf"‘t a well-designed plan can maxi-
plans cannot be bought “off the shelf"consultants, brokers, and attorneysMize the cost-effectiveness of the
The plans must be designed to fittheir In recent years, internet sites hav@!an, the benefit levels of the top
workforce and their budget. Planbeen developed to assist employers ifmMPloyees, and the perceived value
documentation must be tailored to thesetting up, administering, and invest{0 all of the employees. However,

design of a plan. ing 401(k) plans. These websites rais@€ Of the leading internet bundled
In the participant-directed environ- the question of whether 401(k) plang®roviders —a mutual fund company —
ment, the key to unlocking the valuecan be intelligently designed, admin- Continued on page 14
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Structure for Success

A Concentric Approach to Business
Management for Retirement

Planning Firms
by Carol Sears, FSPA, CPC, and Chris Stroud, MSPA

he establishment and ongoing management of a retidentifies what your business focus
ment planning firm in today’s rapidly changing worleill be and what services will be

The term “concentric” is a key
concept in this business management
plan. As the additional circles are
developed — representing Staff and
Personal Growth, Policies and Pro-

. rovided. The Core Purpose state-
can be a monumental task. However, with an eﬁect&gm should be clear and concise
structure for success in place, the task becomes manageableritten in a manner that can
and the chances for success increase exponentially. 11"?\i‘§""3”y communicated to exter-
) . . ) nal Sources, business prospects,
article sets forth a “concentric” approach to business matstomers, and your employees.
agement. The process begins with the defibe “Core Values” represent the
iti f the i pree t circl hi hmor(—:‘ intrinsic means by which you
nition _O € Inner- MOSL CIrcle, WNICN i tyrther define and hone your
contains the pur- pose and valuescCore Purpose.
that are of the ut- mostimportance The Core Values statement is for
i B internal use only and should contain
to you and your firm the “Core stated objectives that can easily be
Ideology.” Creat- ing this definition Cr?mm#nti]cated to thtle employees. Al-
. though the Core Values statement is
IS notanew concept. Inatt’_ one of not typically communicated in form
Covey’s popular “Seven HbatS” por- to external sources, many of the con-
trays the same concept using different words — “Begin wiipts in the statement should easily
. i . . be “perceived” by others as they do
the end in mind.” Sadly however, many firms spend little Qfsiness with you or form alliances
no time going through this process, and, as a result, thayyour firm. Acurrent or prospec-
struggle and never reach their true potential because ﬂY%ﬁmp'oyee should get a *feeling
) L and’a deeper understanding about the
never clearly define what it is they want to be. firm upon reading the Core Purpose
and Core Values statements. Pub-
lished mission statements for com-
panies should be developed directly
from the contents of the Core Ideol-
ogy components.

) X Core Ideology Creating the Core Ideology and
cedures, and Mquetlng and Business Wheth defini tending to core issues are the most
Growth — th_e circles are car‘(‘afully" Whether you are rede |nlglg mqurimportantjobs of the retirement plan-
addeq, rr_1ak|ng sure that the “core ex!stlng opgrgtlons or establis 'ngning firm's executive team. The pri-
remains in place as the center of tha firm or division from scratch, the mary tasks of the executive team
firm’'s universe. Just as the inven-first step in the process is to create | de:
tion of the wheel revolutionized his- the “Core Ideology.” This ideol- . Strategic thinki
tory, the utilization of the concentric ogy is comprised of two compo- " S'at€gic tinking
circles can revolutionize the way younents: Core Purpose and Core Direction setting
operate your business. Values. The “Core Purpose”. Staffing considerations
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Core Values .
We are responsible for many types
of plans, although our specialty lies
in defined benefit, boutique defined,
If the time, energy, and creativ- contribution and high profile plans
ity of the executive team are fo-that require special consideration
cused on these functions, then thgecause of combined plan situa-
“machine,” which is the whole of tjons, unique calculations or other
the firm combined, will produce actyarial distinctions We will pro-
the (_Jlesired outc_ome — to be proyjge high quality, timely, and
ductive and profitable and able toyniquely client-responsive services'
effect changes quickly when 4 5 profit. We will be the relation-
needed. To be successful, the_ f'rms,hip manager for our clients and
must be able to move assertivelyiheir plans assigned to us. We will

and to stimulate progress, whilepe the communication hub for our

» Operational oversight
» Policies and guidelines
» Business development

How do you want your customers
to view your firm as a business
partner?

Must your firm be profitable or
will it be subsidized by other re-
lated business efforts?

What will be the key features of
the working environment within
your firm?

Will your firm be leading edge or
traditional?

What contributions to society will
your firm make?

One effective tool that can be used

always preserving its nonnego-
tiable Core Ideology. In other
words, the Core Ideology become
the “inner circle” or “hub” around
which the entire machine spins
and the members of the executiv
team become the “keepers of th

clients and their plans with regards o gevelop your Core Ideology is the
to investment, recordkeeping, and ta% ook The Brand Called Yoy Pe-
Sadvisors. We will embrace the fastygr Montoya and Tim Vandehey. Al-
paced ever-changing aspects of oughough the book focuses on personal
'industry with strong commitments tomarketing for financial advisors,
% technologically advanced environ-many of the same concepts set forth
‘ment and to professional growth. Wan the book apply to the retirement

vision.” . . . .
will work hard, yet we will maintain lanning marketplace and the devel-
Effective communication of the . . P 9 P
a casual and cooperative workingopment of your Core Values. For

Core Ideology results in a sharedy, ironment. We will add value toinstance, they discuss “positioning”
vision across the firm.. This VISION e jiyes of our customers, plan par-(analogous to creating the Core Ide-
should be inherent in the way eV~;cinants and our community as aology) as “driving a stake in the

ery job of every staff person is ap- ¢ ground that says what you stand for

proached. The vision also becomes dh i s 1
the understanding that guides allSample considerations as you and how you Yvan your prospects to
perceive you.

levels of decision-making and af-develop the Core Purpose:

fects the way day-to-day operations \what services will you provide?

peina e

are handled. Difficult decisions of _
whether to say “yes” or “no” can

often be made easily after careful
review of the Core Ideology. °

An example of Core Ideology
follows:

Core Purpose .
We are a select group of retirement
plan actuaries, compliance advo-

cates, third party administrators, and Sample considerations as you
consultants utilizing our extensivedevelop the Core Values:

experience, specialized communicas
tion skills, and technical expertise for
the installation, administration, com-
pliance testing, reporting, actuarial
applications, participant distribu-
tions and other maintenance of se-
lect types of qualified retirement®
plans.

* What expertise levels do you

-]
What related services won'’t you /
provide?

What alliances with other service
providers do you anticipate?

Staff & Personal Growth

_ o ~ The second step of structuring
What is the minimum and maxi- yoyr pusiness for success is assem-
mum sized plan you will handle? yjing a talented and effective staff.
The executive team should keep the
Core Ideology firmly in mind as it
determines professional, mid-level,
and support staffing needs. Since
the staff is essential to the firm’s
Do you prefer “boiler-plate” de- ability to realize its Core Purpose,
signs to more rapidly achievethe Staff & Personal Growth process
mass? becomes the second circle and sur-

What are your firm’s customer rounds the inner circle containing
service goals?

need?

What will differentiate your firm
from other firms?

Continued on page 17
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An Honorable
Profession

by Alan J. Stonewall, FSPA

f you are a credentialed member of ASPA — congratutégulators as pension professionals —
tions! You are a member of an honorable profession. Haysalesmen, not narrowly focused
. tant is it t to b b f h @bbylsts, and not academics. When
impor a_n IS 1t 10 yqu 0_ € a mem _er Of an honora &Ieadersspeak, they represent the
profession? You might just be surprised at exactly h@wughts of a respected profession.

important it is, or at least should be, to you. Equally as important, we've had
some very impressive leaders!
ASPA Deserves Credit » Obtain at least two letters of rec- ASPA's recent involvement with
ASPA, as an organization, deserves ommendation from existing ASPA proposed legislation to allow finan-
a lot of the credit for the professional members cial institutions to offer investment
recognition of its members. Remem-, apide by the ASPA Code of Pro- advice to plan participants despite the
ber, for years we were known as the t.csional Conduct existence of a conflict of interest is a
“one-question” actuarial society. An- good example of this. ASPA raised

swer one question right and you, too, Additionally, ASPA actuaries (.. ¢ oncerns about the legislation

can be an actuary! Today, that storyignUSt follow the Actuarial Standardsand its potential impact on people's

ancient history. of Practice that apply to all members, , \qqo e in the private pension sys-
of a recognized US actuarial organi-

Editor's Note: If you are curious zation. Clearly and appropriately,tem' Congressman Andrews (D-NJ),

about how the “one-question” there is much more to being an ASP. raunbkclgr%]r:iftgqeogﬁagrI]—k;:zeEER:jluch-
story originated, refer to the ar- professional today than answering 0 and Workforce Commities

ticle in the May-June 2000 issue One_question exam.

of The Pension Actuaryitled asked ASPA for assistance on this

“Recollections of an Old Why is this Important? issue because "ASPA is the only or-
Timer...”, by R. William Dozier, Being part of an honorable profes-ganization without an ax to grind that
Jr., FSPA, CPC. sion is important because it is valu-has the expertise to help.”

able to you and valuable to the many Other aspects of our profession
Today, you cannot become a creppjic segments we serve. Being aontinue to grow in influence. The
dentialed member of ASPA without credentialed member of ASPA di- National Association of Insurance
having passed a series of examinationgectly or indirectly makes your pay- Commissioners, an organization that
and you must also have qualifying rel-check bigger. For some of us, thehas tremendous influence on the in-
evant experience. The FSPA designaptials after our name have allowedsurance industry, has asked for guid-
tion requires at least six exams; thgs 1o more easily get to the successance from the Actuarial Standards
MSPA designation requires at leasfy| positions we enjoy today. The pri-Board on a number of topics. Re-
three exams; the CPC designation reza1e nension system is stronger andently, the Financial Reporting
quires five exams; the QPA designagre financially viable today, in part Council of the American Academy
tion requires five exams, and the neW a4 ;se of the efforts of ASPA andof Actuaries met with the Financial
QKA designation requires five exams.jts members. Accounting Standards Board to
Not only must a candidate pass \yhy has ASPA been able to haveointly discuss proposed accounting
examinations and demonstrate rely gjgnificant influence on the shapestandards that could affect aspects of
evant experience to be a member Of¢ o inqustry? In terms of num-our industry. Ten years ago, these
our society, the new member mushye g gng voters, we are relativelyneetings would not have taken place.
also: small. However, our voice has been The public also benefits from our
« Earn 40 or more continuing edu-heard because, for years, we havprofessionalism. One obvious ex-
cation credits every two years  peen recognized by lawmakers an@mple is the positive influence we
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have had on pension laws and regueredible amount of time to many vol- education requirements? Was the
lations, influence we might not haveunteer duties and activities. Thelearning experience worthwhile?

been able to exercise without recog¥earbook lists sixteen committees ofThat is one example of the cost of
nition as a profession. Another ex-the Society. Many of the sixteenbeing a professional.

ample is the confidence that acommittees are directly tied to the Is it worth the cost? What is the

pension plan participant can have thaturturing and maintenance of ourreal value of being part of an honor-

the actuary signing the Schedule Byrofessional efforts. Additional por- able profession? | don't think the

for his/her pension plan is properlytions of the Yearbook focus on other@nswer is measurable in dollars and
trained, has maintained his/her prosijgnificant professional aspects reents. | am certain that answers may
fessional education, and is subject tgyarding who we are. vary from member to member. How-

a Code of Professional Conduct Aspa also supports the profes-€Ver | hope we all agree that we are
which includes, among other things ional activities of the entire US ac-Members of an honorable profession,
a requirement that the actuary only,arial profession through Ourar_1d therefore, ultimately, we all ben-

practice in areas in which the actusinancial and volunteer support of theef't — whatever the cosi

ary is qual_ified by reason of training A merican Academy of Actuaries and
and experience. the Council of Presidents. We havey ., 5 stonewall ESPA is a past

Is it Worth the Cost? representatives on a number Obagjgent of ASPA and currently

Maintaining an honorable profes-intersocietal groups, such as th&gres as chair of ASPA’s Harry T.
sion does not come cheaply. Part, if\cademy’s Council on Professional-gigson Founders’ Award subcommit-
not most, of every dollar of dues weism and the Joint Committee on theee. He also serves as chair of the
pay to ASPA supports our profes-Code of Professional Conduct.  Actuarial Standards Board. He iis cur-
sional activities. Take a look at the Have you ever attended an ASPAfenuy the Director, Human Capital
ASPA Yearbook. ASPA Officers, meeting or other professional meet-Group at Deloitte & Touche, LLP. He
Board, and members devote an ining to maintain your continuing resides in Portland, Oregon.

ASPA March on the Hill

SAVE THE DATE -Tuesday, October 30, 2001 I _?"""'
Annual Conference RIS

It's ASPA time again on Capi- and came back feeling energized final briefing of issues, megqt
tol Hill. Join over 250 of your fel- about how they made a difference.  with other Marchers from your
low ASPA members who will go  In 2000, we couldn’t March to the  district and/or state, get an ASRA
to Capitol Hill to meet with con- Hill because of the presidential and cheer send-off; and
gressional representatives to diseongressional elections. It has beep You won't miss any sessions or
cuss the issues key to your privatewo years since your representatives CE credit. since the March will
pension professional field. Re-have seen you and pension issues are be done (;ver lunch.
member, you're the person yourhotter than ever. They will welcome

representative wants to talk to beyour input and your visit. ASPA will provide box
cause you represent votes back ASPA's March on the Hill is lunches and bus_transportanon to
home! simple: and from the Hill. ASPA stafi

- . .. will take care of making all apf
In 1999, over 250 ASPA mem-, pegister to March as you register. . : g : i
bers, representing every state, met ¢, Annual Conference: pointments, setting up informg-

with their congressional represen- _ _ ~ tion folders, and all othef
tatives to discuss pension issues, All Marcherswill be briefed prior |ogistics. We just need you to

You can read about their experi- (© the March on key private pen-come and talk about what is in-
ences in the July/August 1999 js- SION Issues to discuss Wlt_h YOUrportant to you as an ASPA mem-
sue of The Pension Actuarpn congressional representative;  per; pelieve it or not, youf
ASPA's website. Even the mostre- All Marchers will meet for arally representatives are delighted Jto
luctant marcher had a great time on the morning of the March for ahave you come!
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From the ASB: A Plea for
Communication About
Communications!

by Ken Hartwell

he second exposure draft of the proposed Actuaria$o. Twenty-three comment let-

Standard of Practice (ASOP) on Actuarial Commurif's were received, which is about
the average, but many of these

cations, approved for exposure by the Actuarial Standaggf%mem letters were quite long
Board (ASB) at its March meeting, is on its way to thed dealt with a variety of aspects

actuarial profession for comment. As explained below, tifighe exposure draft. Interestingly
enough, a number of the comment

proposed ASOP already has an unusually long history, angkifrs were from distinguished ac-
it becomes necessary to issue a third exposure draft, it iélies who have served the profes-

likely break some records. However, we are not in tﬁggdisinv\‘/):rjigffseztu‘;‘;gl cl)(r)g?ag

business of breaking records. Our goal is to promulgaigitions, including two former
ASOPs that provide useful and practical guidance for actigipirpersons of the ASB.

, : . : : . \What was particularly impres-
ies, and to achieve this, we need your input. This articleis ,pout thgse Commyem Fl)etters

partly to explain the long history to date, but primarily to agks the extent to which they were

that each actuary read the exposure draft, think about haig/ful to the committee and to the
ASB in moving forward to a sec-

would affect the work you and your staff do in your particulggq exposure draft. Such a draft

practice area, and then send us your comments: the moredbkeresented to the ASB at its De-
fAar cember 1999 meeting, but in view
merrier: of developments with the then pro-
The proposed ASOP, in contrastacross the four practice areas: Caposed revisions to the Code of Pro-
to many other standards that affecsualty, Health, Life, and Pensionsfessional Conduct (Code), we
the work we do only once or a fewBill Cutlip, who succeeded Bob decided to postpone sending a sec-
times each year, provides guidancétein, has chaired this committeeond exposure draft to the member-
that is relevant to the activities ofsince January 2000. The Generaship for comment. The new Code
many actuaries, day-in and day-Committee was established inwas adopted by the five US-based
out. 1997, and in that same year it beactuarial organizations effective
Each member of the ASB has li-gan work on the proposed ASOPJanuary 1, 2001, and we then pro-
aison duties (one primary, the othewhich is intended to replace Inter-ceeded with the second exposure
secondary) to two ASB committeespretative Opinion No. 3Profes- draft, which has a September 15,
or task forces. In my case, my pri-sional Communications of 2001 comment deadline .
mary liaison responsibility is cur- Actuaries.The first exposure draft ~Some actuaries may feel unmo-
rently to the General Committee,was issued in November 1998, withtivated by this long delay, and in
which deals with ASOPs that cuta comment deadline of March 1,order to counter any such feelings
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and thus obtain all the comments
we possibly can, this article gives

some additional background. Dur-

ing 2000, the Joint Committee on

the Code of Professional Conduct
was presenting its recommenda-
tions for a revised Code, and it

went through a couple of iterations

of those Code requirements that af-
fect actuarial communications. The

ASB provided some comments on

the proposed Code language and
these resulted in certain changes
being made. In the meantime, the
ASB posted a revised draft of this

ASOP on the ASB website as a dis-
cussion draft, which was the first

time that had been done. Quite
frankly, we were disappointed that

no comment letters were received.
Now you have another chance to
let us know your views on this sub-

ject.

As explained in Appendix 2 of
the second exposure draft, one of
the major changes from the first ex-
posure is the inclusion of oral com-
munications, which are now
explicitly covered by the Code.
However, we have gone to consid-
erable lengths not to impose unrea-
sonable requirements on actuaries
— S0 once more, tell us if we have
succeeded.

If by any chance you have
misplaced your hardcopy of this
second exposure draft, it is avail-
able on the Academy website
(www.actuary.org) by clicking on
“Actuarial Standards of Practice”
and then on “Exposure Drafts.” Al-
ternatively, if you do not have ac-
cess to the internet, call the ASB
office and another copy will be

WELCOME

NEw MEMBERS

Welcome and congratulations to ASPA’s new members

CPC

Sandra L. Carpenter
Stacy M. Coffee
Sheryl L. Reed

QPA

Kristi S. Allender
Matthew J. Calamita
Paul F. Dolan
Stephen L. Douglass
Cheryl A. Durnwald
Steven R. Eckroth Jr.
Nancy D. Higgs
Edwin T. llano
Kelli J. Johnson
Erik C. Juhl

Kaye Mitchell
Timothy E. Norman
Staci D. Sloan
Mary Snyder
David N. Tenenbaum
Lisa Thompson
Carole Trice
Jane A. Vaske
Susan L. Williams
Janiele J. Worswick

QKA

James A. Aldridge
Diane M. Armstrong
Sean K. Arnold

Joseph G. Barmess Jr.

Marcia G. Bartels
Julie Brown
Laura J. Browne
Teresa L. Brumfield
Stephen L. Caruthers
Shannon R. Critchfield
Lisa A. Crowell
Tiffany L. Davis

and recent designees.

Martha A. DeAngelis
Steven R. Eckroth Jr.
Denice M. England
April Lyn Golden
Matthew L. Grabeel
Anne L. Hannon
Amy R. Harren
Stacy S. Heistand
Patrick G. Henn
Leslie A. Hutchinson
Barbara B. Leadem
Lynn L. Lehmann
Teresa Leonard
Carol J. Lipman
William A. Magnuson
Catherine M. Meyer
Catherine Miller
Stanley D. Milovancev
Neil J. Moody
Donald W. Moore
James R. Nemeth
Mary F. Noor
Timothy E. Norman
Teresa L. Olivier
Kimberly L. Oros
Robert D. Oros
Susan H. Perry
John R. Pittman
Rebecca S. Poetker
Sharon M. Powell
Steven W. Pulley
Sheryl L. Reed
Kim L. Robertson
Vicki J. Rockhill
Albert J. Romito
Sherry Salzman
Faith L. Schnell
Staci D. Sloan
Michael F. Smith
Scott J. Swain

Margaret Moeller Szumski
Susanne M. Timblin
Bridget Toomey
Robert J. Turner
Sara Diane Turner
Jane A. Vaske
James J. Walker
Em B. Willoughby
Wendy L. Wilson
Donna L. Wolfson
Janiele J. Worswick

Affiliate

Kristy Bayless
Patrick Bivins
Therese M. Bowdren
Betty M. Caldwell
Janet Dailey
Mark A. Davis
Karen Dewerff
Michelle L. Greenwald
Shawn P. Gunst
Patricia T. Hancock
H Eileen Howard
Brad H. Hyde
James M. lzett
Martin J. Jacobs
Douglas L. Johnston Il
Mitchell A. Kurtz
Christopher T. Lown
Patricia Matthews
Michael R. Miranda
Linda H. Parker
Michele D. Phillips
Toby Raich
Charles C. Repsher
Lewis M. Rowe
E.W. Sanders llI
Marianne Snow
Michael E. Wojtaszek

mailed to you.

In conclusion, don't leave it un- Ken Hartwell is a member of thewith MMC Enterprise Risk (for-
til August — you may miss the dead-Actuarial Standards Board, and amerly part of William M. Mercer)
line and deprive us of the benefitformer Vice President for Profes-in Boston. Ken is a Fellow of the
of your opinion. Take a critical look sionalism of the American Acad-Institute of Actuaries, a Fellow of
now, before all the summer activi-emy of Actuaries. Born and educatedhe Society of Actuaries and a mem-
ties start in earnest, and send irin South Africa, Ken came tothe US/er of the American Academy of
those comments, pleasal! in 1984 and is a consulting actuaryActuaries.
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C 1 Roth was still chairman of the Sen-
ONTINUED FROM PAGE ate Finance Committee, and Clinton
signaled Congress that he would

Washi ngton U pd ate agree to the pension package. In fact,

_ _ he communicated to the House lead-
reform, reverts to current law aftereration of Independent Businesses, thgrship that he would take the pension

December 31, 2010. This was done i\FL-CIO, and AARP endorse the leg-package without the tax credits for
order to satisfy the Senate budget rulesslation. That is why it always passedgow-income savers. The House wanted
At this point, no one is precisely surethe House of Representatives overtg do it, but the Senate leadership,
how this will work (this has never hap-whelmingly (most recently, 407-24). Senators Lott (R-MS) and Nickles (R-

pened before), particularly with respecNeither side got a win if pension re-QK), balked. They said they wanted
to limit increases. Obviously, ASPA'sform was passed. Thus, pension reg save it for President Bush and that
Government Affairs Committee will be form was not a priority for either he should decide what tax cuts should
working hard to ensure that these critileadership. It simply was not “politi- pe made. Clinton's offer effectively

cal law changes never expire. cally sexy.” tainted the package with the new Bush
Also, a number of important Title _. administration, which is why they have

. Pigs at the Trough ’ yihey
| and Title IV changes had to be %]A constant ir?Washington i thatNOt gotten behind the legislation. This
dropped for procedural reasons. roblem was further compounded by

. ‘there are always too many pigs and’
These include reduced PBGC premi- Y Y PIg JNickles' obvious distaste for the pri-

ums for new small business plans anfi°! enough feed. That is especial Vate pension system. As a tax policy

- - hen it comes to tax legislation.
a cap on the variable rate premium foﬁuew N ' ' i -
p p nder the budget reconciliation in- purist, he is offended by the social en

plans with less than 25 employees. ™. ineering that is the object of the non-
. . .. struction passed by the House, thetaX. —— " 2 = ¢
ASPA's Government Affairs Commit- P y gISCI’ImInatIOI’l rules and feels the

tee will be |00king for another vehicle bill could not exceed $1.35 trillion. ension reform package is an endorse-

- Rest assured, there were tax pro od } )

to enact these provisions. . Prop fpent of that policy. Simply put, he
ASPA members have been askin Is out there that, in total, far exceede Id f limited. unfettered

hat number. We fought for our Iives,Wou prefer an uniimited, uniettere

me, “Why has it been so difficult to | X i indivi i
get this Ieygislation enacted? It's popultSt ike other groups, to make surgx deduction for indvidual savings

lar, it seemed to pass the House dfat We gotin. A good example wasThe Key to Pension Reform
Representatives overwhelmingly abouf€ corporate research and develop- Positive pension legislation has al-
once a week, and, of course, as we dl'€Nt tax credit. It was not includedways been a product of bipartisan sup-
know, it's great policy.” in the $1.35 trillion. The credit is setport by both moder_ate Republicans and
Like everything here in Washing- [0 expire at the end of 2004. 'ITO' ex-Democrats. That is Wha_lt happened in
ton, the answer is both complicated an{End it permanently costs $47 billion. 1996 with the Small Business Job Pro-
political. But most of all, it has been The pension p_a_ckage costs $50 biltection Act_, and that is v_vhat it took tc_)
terribly frustrating. Nonetheless, de_!lon. Not s_urprlsmgly, they were try- pass pension reform this year. As in
spite the pain, the victory is very sweetiNd to convince the con_fe_rees to make 996, the key was that both moderate
atrade. Also, not surprisingly, the cor-Republican and Democratic support
A Victim of Our Success porations pushing this are very pow-was necessary to piece together a tax
To some degree, and this can onlyrfyl and make millions of dollars a bill that could garner the votes neces-
happen in Washington, pension reformyear in campaign contributions. Wesary to pass Congress. Fortunately, vir-
became too popular. The name of thgpviously fought this very hard. Al- tually all of the current moderates,
game in Washington is to obtain a poyhough, the thought of pushing asidéncluding Breaux (D-LA), Baucus (D-
litical advantage. The Republicanie retirement security of millions of MT), Grassley (R-1A), and Jeffords
leadership wants to “beat” the Demo-pmericans in favor of a corporate tax(R-VT) supported the package, and
cratic leadership and vice versa. FOgnsijgy may seem absurd to us, redtankly, that is why we prevailech

example, repealing the estate tax Waggg red it could have happened. The
clearly a win for Republicans. ThereR&D credit was just one example.

was no political advantage to passingl-here were many others. Brian H. Graff, Esq., is Executive Di-
pension reform. It was supported by rector of ASPA. Before joinilgSPA,
virtually everyone representing bothThe Clinton Legacy Brian was legislation counsel to the

political persuasions. The US Cham- Unfortunately, we missed our US Congress Joint Committee on
ber of Commerce, the National Fed-ideal opportunity last fall. Senator Taxation.
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CONTINUED FROM PAGE 2

Amending Qualified Plans for GUST

after January 1, 2001 (Notice 98-39),
except for provisions of OBRA '93,
UCA '92 and other nondiscrimination
provisions that had to be adopted for
the first plan year beginning on or af-
ter January 1, 1999 (Notice 96-64).

Individually Designed Plans
Individually designed plans, ex-
cept for governmental and
nonelecting church plans, must be
amended and, if desired, submitted
for determination letter no later than
the last day of the first plan year be-
ginning in 2001. This period can be
further extended if the employer in-
tends to adopt an M & P plan or vol-
ume submitter plan to replace its
individually designed plan.

Master or Prototype Plans and
Volume Submitter Plans

Employers using M & P plans or
volume submitter plans must amend
their plans no later than the last day of
the first plan year beginning in 2001,
unless the employer meets the require-
ments for an extension of the Reme-
dial Amendment Period provided in
819 of Revenue Procedure 2000-20.

Revenue Procedure 2000-20

Section 19. Remedial Amend-
ment Period

.01 Purpose — The purpose of
this section is to ensure that em-
ployers will have 12 months af-
ter an M & P plan or volume
submitter specimen plan is ap-
proved for GUST in which to
adopt the approved plan as a
timely GUST restatement. Em-
ployers will be eligible for this
12-month period if they are prior
adopters of an M & P, regional
prototype, or volume submitter
specimermplan, or if they cer-
tify that they intend to restate

their plan for GUST using an
M & P or volume submitter

specimen plan, and the M & P
plan sponsor or volume sub-
mitter practitioner submits its
plan for GUST-approval by De-
cember 31, 2000.

.02 Extension of Remedial
Amendment Period— If the re-
quirements in subsection .03 are
satisfied, the remedial amend-
ment period for an employer’s
plan will not expire before the
time described in subsection .04.
For purposes of this section, the
remedial amendment period
means the remedial amendment
period determined under section
1.401(b)-1 and Rev. Proc.97-41
and Rev. Proc. 98-14, both as
modified by Rev. Proc. 99-23.
As provided in section 3.05,
where it is appropriate in this
section (for example, in subsec-
tion .031), the term “M & P
plan” includes regional proto-
type plans under Rev. Proc.
89-13, and the term “opinion let-
ter” includes notification letters
issued under Rev. Proc. 89-13.

.03 Requirements for Exten-
sion— The requirements of this
subsection .03 are satisfied if:

1. before the end of the reme-
dial amendment period (de-
termined without regard to
the extension provided by this
section), the employer adopts
an M & P plan or volume sub-
mitter specimen plan (regard-
less of whether such plan has
a TRA ’86 opinion or advi-
sory letter); or

2. before the end of the remedial
amendment period (deter-
minedwithout regard to the

MAY-JUNE 2001 A THE PENSION ACTUARY

extension provided by this
section), the employer and
an M & P plan sponsor or
volume submitter practitio-
ner execute a written certi-
fication of the employer’s
intent to amend or restate its
plan by adopting the
sponsor’s or practitioner’s
GUST-approved M & P or
volume submitter specimen
plan; and

. by December 31, 2000, the
sponsor or practitioner sub-
mits an application for a com-
plete GUST opinion or
advisory letter for the M & P
plan or volume submitter
specimen plan referred toin 1
or 2 (evenifthe M & P planis
an identical adoption of a mass
submitter plan).

.04 Period of Extension— If the
preceding requirements are satis-
fied, the remedial amendment pe-
riod for the employer’s plan will
not expire before the end of the
twelfth month beginning after the
date on which a GUST opinion
or advisory letter is issued for the
M & P or volume submitter speci-
men plan referred to in subsection
.03, or the opinion or advisory let-
ter application for the plan is with-
drawn. Within this period, the
employer must amend or restate
its plan by adopting the GUST-
approved M & P or volume sub-
mitter specimen plan (or another
GUST-approved M & P or vol-
ume submitter specimen plan, or
individually designed GUST
amendments) and, if required for
reliance, request a determination
letter.

Section 19 of Revenue Procedure
2000-20 extends the RAP to the last
day of the twelfth month beginning
after the date on which a GUST opin-
ion or advisory letter is issued for the
M & P or volume submitter specimen

A 11



plan. However, this extension is only
available where the sponsor of the
M & P or volume submitter submit-

ted an application for a complete

The application of the rules governing the RAP is best illustrated by the
following examples:

GUST opinion or advisory letter no Example 1
later than December 31, 2000. Facts:
Friendly TPA sponsors Plan A, an M & P CODA
Determination of Applicable Plan B, an M & P defined benefit plan
RAP Plan C, a Volume Submitter profit sharing plan

The factors necessary to deter-

mine the RAP for any plan are: Plan A receives a GUST opinion letter dated June 30, 2001

_ R Plan B receives a GUST opinion letter dated July 15, 2001
* Whatis the plan type“ Plan C receives a GUST advisory letter dated December 30, 2001
* individually designed

- master or prototype Employer X adopted Plan A, an M & P plan sponsored by Friendly

« volume submitter TPA in 1997.
* governmental entity Employer X has until December 31, 2002 (Friendly TPA's compliance
* non-electing church date), to adopt any GUST updated plan (such as Friendly TPAs ap-

« Who is the sponsor of the M & P proved M & P or volume submitter specimen plan, another GUST-

plan or volume submitter plan? ~ approved M & P or volume submitter specimen plan of any other sponsor,
or an individually designed plan). In addition, if Employer X updates its
plan after the end of the general RARg(,December 31, 2001, for a
calendar year plan), then Employer X is required to submit an applica-
tion for a determination letter if Employer X updates its plan with a plan
that is not entitled to automatic relianag(, if Employer X uses a
nonstandardized plan or volume submitter plan). Even though the opin-
ion letter for Plan A was received on June 30, 2001, because Employer X
is deemed to have adopted all of Friendly TPAs plans, Friendly TPAs
compliance date is measured using Plan C’s advisory letter of Decem-
ber 30, 2001.

Generally an individually de-
signed plan must be amended for
GUST by the last day of the plan year
beginning on or after January 1,
2001. Pursuant to Revenue Proce-
dure 2000-20, the employer sponsor-
ing an individually designed plan can
extend this period if the employer
executes a written certification of its
intent to amend or restate its plan by
adopting a master and prototype or
volume submitter specimen plan that
has been updated for GUST and sub-
mitted for an opinion or advisory let-
ter by December 31, 2000.

An employer who is using a mas-

ter and prototype or volume submit- pjan A receives a GUST opinion letter dated June 30, 2001
ter plan mustamend its plan for GUST  pjan B receives a GUST opinion letter dated July 15, 2001

by the last day of the twelfth month  p|gn ¢ receives a GUST advisory letter dated December 30, 2001
beginning after the date on which a

GUST opinion or advisory letter is ~ EmployerY, now a client of Friendly TPA, adopted an M & P plan of

issued for the master, prototype or Prior TPA in 1997.

volume submitter specimen plan.
Section 19.05 of Rev. Proc.

2000-20 provides a bonus of sorts. Employer Y has until May 31, 2002, to update its plan for GUST (using

It says that an adopter of a plan of an @ GUST-approved M & P, volume submitter specimen plan, or individu-

M & P or volume submitter sponsor ally designed GUST amendments). In addition, if the plan is updated

is deemed to have adopted all the after the end of the general RAP, then, if required for reliance, a determi-

other plans sponsored by such spon- nation letter request must be submitted no later than May 31, 2002 (Prior

sor. Therefore, the RAP is tied to TPAs compliance date).

the last plan of the sponsor to receive

an opinion or advisory letter.

Example 2
Facts:
Friendly TPA sponsors Plan A, an M & P CODA
Plan B, an M & P defined benefit plan
Plan C, a Volume Submitter profit sharing plan

Prior TPA's plans have opinion letters dated May 15, 2001.
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Example 3
Facts:
Friendly TPA sponsors Plan A, an M & P CODA
Plan B, an M & P defined benefit plan
Plan C, a Volume Submitter profit sharing plan

Plan A receives a GUST opinion letter dated June 30, 2001
Plan B receives a GUST opinion letter dated July 15, 2001
Plan C receives a GUST advisory letter dated December 30, 2001

Employer Z, now a client of Friendly TPA, adopted a Volume Submit
ter plan of Prior TPA in 1997.

Employer Z, prior to December 31, 2001, signs and Friendly TPA cour
tersigns a certification that Employer Z intends to adopt any M & P d
volume submitter specimen plan sponsored by Friendly TPA.

Prior TPA's plans have opinion letters dated May 15, 2001.
Employer Z has until December 31, 2002, (Friendly TPA's complianc

date) to adopt a GUST-approved M & P or volume submitter specimen
plan (or another GUST-approved M & P or volume submitter specimen

plan, or individually designed GUST amendments) and, if required fg
reliance, to request a determination letter.

Example 4
Facts:
Friendly TPA sponsors Plan A, an M & P CODA
Plan B, an M & P defined benefit plan
Plan C, a Volume Submitter profit sharing plan

Plan A receives a GUST opinion letter dated June 30, 2001
Plan B receives a GUST opinion letter dated July 15, 2001
Plan C receives a GUST advisory letter dated December 30, 2001

Employer W, now a client of Friendly TPA, adopted an M & P plan of
Prior TPA in 1997.

Employer W, prior to December 31, 2001, adopts an interim M & H
plan of Friendly TPA which has not received a GUST opinion letter.

Prior TPA's plans have opinion letters dated May 15, 2001.

Employer W has until December 31, 2002, (Friendly TPA's complianc
date) to adopt a GUST-approved M & P or volume submitter specimg
plan (or another GUST-approved M & P or volume submitter specime;
plan, or individually designed GUST amendments) and, if required fg
reliance, to request a determination letter.

Lanning R. HochhauseAPM, isSenior Attorney at DATAIR Employee
Benefit Systems, Inc., where he is responsible for DATAIR’s prototy|
and volume submitter plans as well as advising the firm’s softwar
developers. Before receiving his J.D. from IIT-Chicago Kent College ¢
Law, Lanning earned a Masters Degree in Business Administration fro
Eastern lllinois University. Lanning has spoken at both national ang
local ASPA meetings.

International
Congress of

Actuaries
Meeting in
Cancun, Mexico

As you may know, thg
“International Congress ¢
' Actuaries will hold its 2002
meeting in Cancun, Mexic
from March 17-22, 2002. By
| now, all actuaries should hay
received a general notic
regarding this meeting. If yo
have not, please take a fe
moments to visit the Congres
website atwww.ica2002.com
where you will find detailed
information about this uniqu
event.

=

We invite you to fill out one of
the two forms included on th
website and send it either b

This will guarantee that yo
continue receiving furthe
information.

We look forward to having 4
strong participation from ou
members, both in attendan
and through submission g
e papers. ICA 2002 will be i
NMmagnificent opportunity to mes
Nwith colleagues from around th
rworld and will provide acces
to an excellent scientific an
cultural program.

Send your completed forn
hdoday!
E
f
NRobert J. Reitz, President

i Conference of Consulting
Actuaries

Sincerely,

fax or e-mail to the organizers

D

y

S w——

T @~ g
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CONTINUED FROM PAGE 3

Fiduciary Responsibilities

states in the “legalese” section of itssigned duties under ERISA's “pru-
website: “[ABC Mutual Fund Com- dent expert” standard.

In order to answer these questions,
the employer will need professional
advice — unless it has in-house invest-
ment expertise. For small employ-
ers, that “advice” may come from
information provided by a broker.
If the em-| arger employers may use RIAs —

pany] is not recommending a plan deployer keeps some or all of thoseregistered investment advisors.
sign. Answers to Plan Designduties, then the officers or principals Regardless of the source of infor-

Questions will provide a possiblewho act on its behalf are ERISA fi-
sample plan. Since there are mangluciaries.

mation, these are difficult questions
which require analysis, effort and,

factors that go into designing a plan, Further, the appointment of a fi- hopefully, consultation from compe-
you may want to consult your legalduciary is itself a fiduciary act. Thus, ;ant sources. It may be difficult, or
counsel or tax advisor as well.” Re-whoever appoints the officers org en impossible, for a small or mid-
alistically, what are the chances thacommittee members to oversee th%ized employer to know that they
an employer who is designing a plaradministration and investment of the, oo to answer those three invest-
on a website — probably to saveplan has a duty to prudently selectnent questions — much less to do the
money — will take the extra time andthose persons and to regularly monianawsis — without the benefit of an
incur the expense of consulting withtor their performance. Typically, it qvisor.

legal counsel or other advisors? Unis the Board of Directors or corpo-

Some investment providers have

derstandably, though, the mutuarate president who appoints the fiduyeyeloped 401 (k) packages designed
fund company wants to protect itselfciaries and who, therefore, has thosg, 5gist employers in satisfying the

from liability for poorly designed or responsibilities.

improperly documented plans cre-

ated by unsophisticated employerénd committee members to perfor

requirements that each fund be well-
' selected and that the funds in the ag-
Myregate constitute a broad range.

In order for the directors, officers

using its website service, therebytheir duties competently, they mUStThese investment packages offer

shifting that liability to the employer. have advice about:

Our discussion of the fiduciary re- «
sponsibilities for operating 401(k) ,
plans addresses these issues:

* Who are the responsible fiducia-,
ries?

» Selection and monitoring of in-
vestments

» Accurate and complete adminis-
tration

Selection and Monitoring of
Investments

valuable help to fiduciaries. How-
Am | a fiduciary? ever, how can a plan sponsor iden-

What are my fiduciary responsi_ t|fy the investment paCkageS with the

bilities? “built in” help without a broker or
isor?
How do | fulfill those duties un- other advisor- ,
To compound the problem, the fi-
der the law?

duciaries have a duty to regularly
monitor the funds and to remove
funds which underperform. For

The selection of investments for asMall and mid-sized plans, that

participant-directed 401(k) plan re-monitoring should be done at least

» Satisfying reporting and disclo- quires that the officers or plan com-annually. Some insurance compa-

sure requirements

Who Are the Responsible
Fiduciaries?

When an employer establishes an
ERISA qualified plan, it is the initial
fiduciary. In setting up the plan, the*
employer needs to decide whether to
appoint individuals or committees to
be responsible for some of the fidu-
ciary responsibilities. If a plan com-
mittee is appointed, then the
committee and its members are fidu-
ciaries and must perform their as-

14 A THE PENSION ACTUARY

mittee address the following hies, mutual fund companies, and
guestions:

banks that provide 401(k) invest-

ment products help fiduciaries by
iving them performance, expense,
enchmark, and other information
_ and by removing underperforming

Do the funds, in the aggregate funds from the investment packages.
constitute a broad range of investyjgwever, the responsibility falls on

ment options? the fiduciaries to review those ma-
Is the investment package suitablegerials and to make the decision to
for the abilities of the particular retain or remove funds.

workforce? If not, can it be made Are the fiduciaries aware of their

so through investment educatiorresponsibilities? Once aware, do
or advice? they know how to perform those

Is each individual option (“fund”)
a prudent and suitable investmeng
option for the participants?
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duties in a way that complies withe
ERISA? This is a difficult job, even
with the help of an advisor; it bor-
ders on impossible without that help.

Other investment issues that re-
quire advice:

e Should the plan have an invest-

Are there other workers, such asSelection and Monitoring of the
temporary employees, leased emAdministration Firm

ployees, or mis-classified inde- The fiduciaries have a duty to pru-
pendent contractors, who may bedently select and monitor the firm
entitled to benefits under the planhat provides administrative services
Is the plan properly drafted to ex-to their plan. The fiduciaries should
clude those workers if they are re-ask these questions:

ment policy? How do you prepare
one?

classified as common law employ-,
ees?

Just asking the questions, how-

What services are needed? Are all
of those services being provided?

Are the services performed well,

* Should the plan comply with
ERISA Section 404(c)? If so,
what do the fiduciaries need to do

ever, is not enough. The issues are
Jact-intensive and the analysis is,

complex. For example, the analysis
* As the plan grows larger, should

~of a potential affiliated service group

the fees be re-negotiated and/or is 44 jts consequences and planning
the plan entitled to additional

. . ) of the plan?
e e alternatives — may require a review o
free” services” of the entities' documents and related 1€ fiduciaries' job is not done

Accurate and Complete agreements, as well as research of thihen the admini_stra,tion firm is cho-
P governing Code sections. How does€n- The provider's performance

Ad'mglsf;[crlité(i);ries v also resoon @ employer (plan sponsor) know tgNust be monitored. Monitoring is re-
p ask the right questions and, oncequ_'r?d re_gardless_of whether the ad-
ministration services are part of a

§|ble for overseeing the aLdm'r"Str"jl'asked, to find the answers? The fail ; S :
tion of the plan. To do that properly, bundled relationship with the invest-
ment company or are provided by an

ure to do so can result in disqualifi-

they need to understand the legal re-
independent third party administrator.

and are they timely and accurate?

What are competitors charging for
the same service? Are the charges
appropriate in relation to the needs

: ) . cation of the plan or in a costly
guirements and to monitor compli- :
correction.

ance with those requirements. While .
there are many agpects o plan a: After the legal questions about thecorrection of Problems/Handling
ministration, this article discussesemployer and the employees haveRrs Audits and DOL

v the following: been answered, the plan sponsor stilhyestigations
ony e. orowing: _ ~ faces an important coverage issue — |n a perfect world, there would not
» Enrolling and covering the right how to educate the employees aboue any problems. But inevitably,

employees the plan, its investments, and the impr0b|ems do occur. Employers and
« Selection and monitoring of the portance of making deferrals into theplan fiduciaries need help in correct-
administration firm plan. Without significant participa- ing those problems.
- Correction of problems tion by the rank-and-file employees  Also, plans are regularly audited
_ _ . (or substantial contributions by thepy the IRS and investigated by the
Handling IRS audits and DOL in- empjoyer), the officers or principals DOL. In selecting their service pro-
vestigations of the sponsor will be limited in their viders, employers should anticipate
ability to defer and the plan’s benefitthe possibility of a government in-
may be diminished. quiry and make sure that one of those
Employee participation is a func- providers will be available to repre-
tion of thoughtful plan design, good sent the plan in audits.
TLommunication, guality invest- . _
, Gments. and effective face-to-face enOther Administrative Issues
employers need adV|.ce to make sure, || ment meetings. The plan _E_xamples_ of other important ad-
that they cover the right employe_esfiduciaries should evaluate the enMinistrative issues are:
or exclude workers who are not in-o\iment presentations offered by Who is responsible for making
tended to be covered are: the competing providers to make sure that “excess” amounts are not
« Is the employer a member of asure that the employee will be given being contributed to the plan —that
controlled group or affiliated ser- a clear and thorough explanation of is, amounts that violate the 415
vice group, causing other employ-the requirements to participate, the limits on allocations, the
ees to be considered for testing oimportance of deferring, and the ba- 401(a)(17) limits on compensa-
to be included in the plan? sics of investing. tion, the 402(g) limits on deferrals,

Enrolling and Covering the Right
Employees

Covering the right employees is
essential to the proper administratio
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and the ADP and ACP limits on It is almost impossible for most plex. However, they can be navi-
deferrals and matches for highlysmall and mid-sized employers togated with help from advisors. The
compensated employees? If exknow these rules. As a result, plarissue is not whether the advice and
cess amounts are contributed, wh@ponsors need guidance in complyservices will be provided in person,
decides on the best method of coring with the reporting and disclosureon the telephone, or over the
rection? How is that decision requirements. Some of the questiongternet. Instead, the issue is

made?

If a mistake is made, how does ite
get corrected?

What are the criteria for a hardship
withdrawal? What steps must the
fiduciaries take to comply with the «
gualification rules in approving a

request for a hardship withdrawal?

What administrative records must
be kept? For how long? Does the
administrator give the employer

copies of the compliance records?

Before hiring an administrator, the
employer should ask these questions
—and others — of the candidates being
considered for that job. The employer
should be able to rely on the adminis-
tration firm to do most of this work

and to provide advice to the employefconclusion

on the decisions it must make.

that should be asked and answere@hether the employer and the fidu-

Who determines eligibility of em- before selecting the provider of ad-ciaries will receive the advice
ployees to participate in the plan?Ministrative services are:

needed for the investments and ser-
vices to comply with ERISA and
for the plan to provide high qual-
ity, well-appreciated retirement

benefits to the employeea

Will the plan receive a Form 5500
that is “signature readyf.é.,fully
completed and needing only a sig
nature) from the administrator?

Will the administration firm au-
tomatically prepare all neededC. Frederick Reish, APM, Esq., is a
SPDs and SMMs, together withfounder and partner of the Los An-
clear instructions on how andgeles law firm Reish Luftman
when to distribute those materialsMcDaniel & Reicher. He is a former
to the participants? co-chair of ASPA’s Government Af-
fairs Committee (GAC) and is cur-
rently the chair of GAC’s Long

Range Planning Committee.

Which advisor will assist the em-
ployer in complying with the
404(c) requirements, including
satisfaction of the rules on infor- Gail Surlin Reich, Esq., is an asso-
mation to be given to the partici- ciate with the Los Angeles-based
pants? law firm of Reish Luftman McDaniel

& Reicher. She received an LL.M.
in Taxation from New York Uni-

The administrative and invest- versity and specializes in employee

ment duties of employers and theirbenefits and executive compensa-

Satisfying Reporting and
Disclosure Requirements

ERISA imposes a number of t
porting and disclosure requireme
on 401(k) plans. For example, pl
sponsors and fiduciaries must file arn
annual report, Form 5500, with the
government each year. In addition
participants must be given summary
plan descriptions (SPDs), statement
of material modifications (SMMs),
and summary annual reports (SARS),
at specified times. Also, participants
must be given information about their
benefits upon request and, if the plan
wants 404(c) fiduciary protection,
participants are entitled to detailed
information about the plan and its in-
vestments. An ERISA fidelity bond
must be obtained and, in some cir

S5

cumstances, the plan must be audited (703) 516-9300.

annually by an independent CPA.

fiduciaries are numerous and com4ion.

Po!

r

NT. L

7. LLICK.
Taking ASPA's Pension
* Administrator’s (PA-1)
_ course and exam
™. justgot
easier!

ASPA announces its

first Online Course: Pension
Administrator's Course — Part A
(PA-1A). This web-based course allows
candidates to study, review questions, take the
exam, and receive immediate results...all online.

The PA-1A exam is one of the exams needed for ¥
ASPA's Qualified 401(k) Administrator (QKA) and’,
Qualified Pension Administrator (QPA) designal-.t
tions.

Pk

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

%y
o
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staff may need most of their train-
ing to focus on maintaining and de-
veloping internal policies and

CONTINUED FROM PAGE 5
procedures.

Structure for Success
The achievement of basic and

the Core Ideology. As the staff mem- To capture the “right” senior continuing education goals can be
bers ar@ssembled, the nurturing of management, you may need to utiyne the main bases for performance
their personal growth, as appropri-lize the resources of a search firmygyiews and upward movement
ate to their roles and the firm’s pur-However, once you have the propetyithin your organization. Other
pose, is the “oil” that keeps theexperienced people in place, youyiteria should include perfor-
machine running efficiently. can often find additional bright, mance within the assigned quality
Successful retirement planningcareer-minded individuals with control team(s), productivity, and
firms are ultimately about delivering aptitude in math and application ofie ability to be a team player.
accurate and appropriate client serregulations. These up-and-coming
vices. Itis wise to first envision your ERISA professionals can be moreSample concepts for
current needs and next, your needeasily trained and move along inProfessional Development:
five years from now. Then you their development faster with the Within the Professional Devel-
should be able to anticipate what eacBounsel and encouragement of youPPment component of the training
interim year’s staffing requirements experienced staff, the utilization ofand education agenda, there are
are likely to be. Use informed intu- existing education and designatiorthree levels of achievement:
ition to create these milestones, reprograms, and of course, with al. Introduction to Retirement Plan
alizing that you'll need to adjust clear view of your firm’s Core Ide-  Issues and Concepisshould be
expectations along the way. Copy thelogy. The staff will more readily  required of all staff in any posi-

growth pattern of firms you see asembrace the firm's position toward
successful. The executive team’s goaraining and continuing education
in this process is to hire the right seif it is clearly communicated and 2

tion; to be completed within a
prescribed time period

Administrative- focus is on ap-

nior management staff, which will if the rewards for success are ap-

then hire others appropriately to fitparent.

the vision. There are three Personal Growth
components to consider, and im-

provements in each should be meag' Consultlng/ActuarlaI— high-
level, creative and complex — for

sured at least annually. The areas the ERISA :
are Professional Development, € EXpErts or managers
and all pension actuaries; fol-

Software and its Application, and . '

Internal Policies and Procedures. lows success in the first two lev-
The number of hours spent on each els

will vary by the job responsibility. ~ Designations make distinctive

For instance, actuaries and consultmpressions. The American Soci-
ants will spend the largest propor-ety of Pension Actuaries (ASPA)

tion of their training time on has an impressive education pack-
professional development, aage, which has appeal for all three
smaller amount on software, and arof these professional accomplish-
even smaller amount on internalment levels. These courses can fit
policies (perhaps just a reminderright into the training agendas you
class). Contrast this trainingset for your different positions.

plication of rules and regulations
— for customary administrators;
follows success in basic training

ASPA Exam Results

Posted Online

Exam results for the Decembel|
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

A list of candidates who earned the
Pension Administrator’s Certifi-
cate effective August 31, 2000 is
also available on the site.

agenda to that of a recordkeepeVisit www.aspa.org for informa-
Their annual training plate shouldtion and examples.

contain a large portion of software Many successful, distinctive
application and procedures, a smalfirms use attainment of designa-
amount of professional develop-tions as the most important, and
ment and a small amount of inter-certainly most objective, indicator
nal policies. The managers and HRof professional accomplishment.
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Actuarial firms have followed this a successful business. With the
philosophy for years. Now, con- proper staff in place, the executive
sulting and administrative firms team can place full confidence in the
and even financial institutions arefirm’s management and staff to make
following suit, touting their firm’s decisions about day-to-day opera-
designated professionals as a comtions. A successful business supports
petitive edge. an atmosphere and a forum in which
Continuing education should be acaring, involved staff can offer their
requirement for all professional staff,suggestions and for which periodic
regardless of the achievement leveteview and adjustment of procedures
selected, and can be accomplished byan be performed as needed to im-
attending conferences (virtual or inprove the quality of services provided.
person) and volunteering. Organiza-The step of creating Internal Policies
tional involvement also provides aand Procedures becomes the third
networking opportunity and an av- circle, wrapping around the previous
enue for leadership growth within thetwo circles, with the inward focus to-
community and the pension industrywards the Staff and the Core Ideolo-
The time devoted does not need tgies.
be overwhelming — it just needs to The area of quality improvement
happen, and the corporate expectds just one of the many areas needing
tion must be clear. Leaders and probwell-defined procedures. Continual
lem solvers aren’t often found; theyattention to quality and excellence
are nurtured from within and encour-can be the difference between a
aged to blossom and grow. floundering, unfocused firm (that
keeps doing everything the same way
as yesterday) and an innovative, re-
sponsive firm that stands out from the
pack. The team model described
above can be effectively utilized to
establish policies and procedures re-
lated to monitoring and improving
the quality of services delivered.

B P
r_.\,.-L-'" \"u.r

£ s
s
0 i -1

Internal Policies and
Procedures

An example of a Quality
Improvement Plan (QUIP) for a

As part of its strategic planning retirement planning business
task, the executive team should esfollows: - _
tablish the guidelines and directives Create major divisions of service
within which the business will oper- ~ aréas. For example:
ate. The details of any specific pro- Routine Services
cedure related to how work is Events Services
performed or any specific policy re- Client Communication

lated to business operation can effec- ~ S€rvices _
tively be established by utilizing the Installation/Conversion
Services

efficient involvement of your man-
agement staff and other talented and
enthusiastic resources. This model
of active participation helps allevi-
ate staff frustration and burnout.
Equally as important, it also allows

* Internal Organization/Stan-
dards/Training

Assign team of two or three staff
members to each specific area.
* Assume that each task force

» Staff may serve on more than
one task force

» Task force must select its coach

* The coach is to be the meeting
facilitator and responsible for
reporting to the executive team

» First assignment is compiling
documentation for current pro-
cesses, etc.

* Frequent meetings initially to
get the ball rolling and the sys-
tems in place

Set QUIP expectations, such as:

» Expectthat each team will meet
at least bi-monthly (once the
first assignment is completed)
to ascertain and effect any iden-
tified and agreed upon im-
provements

* Meetings should last no more
than one hour (unless pre-ap-
proved)

* Reassign each staff member to
at least two teams each year

» Utilize team meeting facilita-
tion forms (all versions and re-
finements are to be identified
and dated for easy recognition
of old vs new)

* Expect that every task force
team leader will have a com-
plete set of coded and up-to-
date service manuals or
policies for their specific area
available on your intranet

Allocate your major service areas
into easy-to-embrace “chunks.”
For example:

Routine Services

» DB checkilist

» DC checklist

» DB Valuation Report

» DB Participant Statements

» DC Allocation Report

» DC Participant Statements

 Daily Processing Manual

* 5500 & Schedules Prepara-
tion

» PBGC and other Govern-

the executive team more time to fo-
cus on their primary tasks of running
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» Section 125 Reports and
Administration Events
Services

» Terminations and Retire-
ments

» Hardships/Loans/QDROs

» Death/Disability

 Distribution Directives

* Documents/Amendments/
Determination Packages

» Plan Terminations Commu-
nication Client Services

* DC Plan Administrators
Manual

» DB Plan Administrators
Manual

* Enroliment Kits

* Internet Communications

» Client Fee Schedules and
Billings

» Data Request Packages

Installation/Conversion

 Installation Process

» Conversion Manual or
Policies

Internal Organization/
Standards/Training

» Organizational Chart

* Employee Policy Manual
» Office Newsletter

» Office Standards

* Record Retention

» Disaster Recovery

The executive team must give cleafemain successful, significant ef-
charges and direction to the QUIP forts must be made in the areas of

task forces.

The clear charges must be ac-
companied by nonnegotiable
guidelines. Then (and this is of-
ten the hardest thing for the ex-
ecutive team to do), the executive
team gives control of the imple-
mentation and management of
this process to a team of staff pro-
fessionals who are responsible
for professional development,
performance reviews, and HR is-
sues. The QUIP management
team provides individual perfor-
mance information to round out
(along with the training/continu-

ing education accomplishments  There are many schools of
and job performance) the perfor- thought on developing successful
mance review process. Expect marketing plans. Selecting the
that the QUIP management team proper approach often depends on
will provide a report on aroutine your Core ldeology. One popular
basis to the executive team per- and informative resource available,
taining to the focus points that designed specifically for the retire-
each task force identifies and ment planning marketplace, The
achievements of the focus point Plan Sales System — a blueprint for
goals. The executive team should building your 401(k) and retirement
offer advice when asked, con- plan businessby Catherine N.H.
sider well-reasoned choices, fa- Lewis. The book provides a com-
cilitate improvement from prehensive, step-by-step system for
within, and give kudos for growing a retirement plan business,
achievement. The executive targeting both new businesses and
teamshould notmicro-manage. existing businesses desiring to re-
The executive team members are model or expand.

the “navigators,” not the “en-
gine,” of the machine you are
building.

Sample considerations as you
develop a Marketing and
Business Growth plan:

e What are the desired annual
sales/revenues for years 1, 2, 3,
4, and 5?

* Whatis the long-term plan for the
business?.e.,expand, merge, go
public, etc.)

* How will you create visibility?

* What advertising mediums will
you use?

» Will you need a dedicated sales
staff or rely primarily on referrals?

Is there a special “niche” on which
you can focus for growth?

Where do you think the retirement
plan industry is going?

Marketing and Business
Growth

For any business to become and

marketing and business growth.*
Thus, the outermost circle in the
concentric approach to business
management represents the fourth
step of the process — Marketing and Many issues related to our mar-
Business Growth. Although critical ketplace, especially the last question
to the success of the firm, it is vir-posed above, can send ripples
tually impossible to have this throughout a firm. Since the retire-

“circle” firmly in place until the ment plan industry and technology
other circles have been correctlycontinue to undergo rapid changes
positioned. Just as the marketinghat directly affect all retirement

staff participates in the other planning businesses, successful firms
“circles,” development of an effec- must constantly monitor not just

tive marketing plan must considertheir strategic marketing plans, but
everything that has been developedhese firms must also constantly
in the “circles” so far. re-inspect and adjust various aspects

Executive Summary
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of their “concentric circles.” In ex-

treme situations, even the Core Idecaro| Sears, FSPA, CPC, and ChrisBoard Advisory Committee. Carol is a
ology may need to be altered. Stroud, MSPA, are both principals offrequent speaker at local and national
Just as a well-maintained machinehe Benefits Consortium, an alliance ofemployee benefit conferences.
will function continuously and effec- specialists who offer customized sercpyis is 3 principal of Stroud Consult-
tively, a well-maintained firm prop- vices to financial institutions and ser-ing Services, Inc., offering sales, man-
erly structured for success will vice providers, including staff and par- agement, and employee benefit con-
operate efficiently and profitably. ticipanteducation, marketing and Salessulting services to various firms, in-
Caterpillar Inc. provides this quoteforce ftraining, and office workflow ¢jyding SunGard Corbel. Chris is a
from Yoshihiro Yamazaki (the larg- management. Member of the American Academy of

est private owner of Cat equipment):Carol is a principal of Actuarial Con- Actuaries (MAAA) and an Enrolled
“You should not inspect your sulting Group, Inc., a firm offering Actuary (EA). Chris is currently on
machines at the end of the as- plan administration and consulting. ASPA’s Board of Directors and is the
sembly line — you shouldn'thave Carol is also a Fellow of the Confer- Editor of ASPA’s newslettefhe Pen-
to. You should be inspecting the €nce of Consulting Actuaries (FCA), asion Actuary She also serves as the
process as the machines are be- Member of the American Academy othair of the Pension Actuary Commit-

ing built” Actuaries (MAAA), and an Enrolled tee, as co-chair for ASPA’s new 2002
_ Actuary (EA). Carol has served ASPA01(k) Sales Summit, and is a member
About the graphics: for many years, mostrecently as Presief ASPA’s Screening Committee, Con-

Graphics were provided by Lynn dent and as ASPA’s Technical Educaferences Committee and ASPA’s Mar-
Lema, who specializes in graphiction Consultant. Carol is currently keting Committee. Chris has spoken
design and media for businesses. Sh&SPA’s representative to the ABCDboth locally and nationally on em-
can be reached at llema@aol.cam. Review Task Force and sits onthe Joirployee benefit topics.

Your time is valuable. Let ASPA take care

of your employee training needs!

ASPA’s Self-Study Daily Valuation (DV) Course will train and educate employees of all experience levels about
the process and terminology associated with the world of daily recordkeeping.

[0 Order ASPA's Daily Valuation Course binder (includes exam)

[0 Make copies of the binder and exam and distribute to your employees

[0 Use the Daily Valuation Course binder to take the exam

[0 Upon successful completion, candidates will receive a Daily Valua-
tion Certificate

O Continue taking ASPA's exams and complete our newest
credentialing program, th@ualified 401(k) Administrator

(QKA).

DV Course topics include:
The impact of daily trading and processing of transactions; Conver
ing plans from the balance-forward environment to a daily valuatio
system; How transactions flow in daily valuation; Types of invest
ments suitable for plans that are valued daily and the appropri
fees and expenses; Fiduciary liability when participants choose th
investments; and Bundled services and strategic alliances.

For more information, contact ASPA's exam department today
(703) 516-9300, e-mail educaspa@aspa.org, or visit our websiti
atwww.aspa.org
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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 Lose Continuing education credits tions « Plan Expenses and Payments
Angeles Benefits Conference again gxhipits to Service Providers: Fiduciary and
this year! The 2001 conference of- Prohibited Transaction Issues ¢ Ask

Topics:

i i the Experts Panel
fers a high level of education, Developing Issues » IRS Q&A p

knowledgeable speakers, and th The Los Angeles Benefits Con-

latest information on pension is- e 99 Issues in IRS AUdits *ference js the perfect opportunily

sues. Don't miss this great opporPOL Investigations and VFC « Cop- 15 meet and discuss employee ben-

tunity! ing with the Changes in the Distri- ofits issues with colleagues and

.y bution Rules « IRS Litigation Update goyernment agency representatives

* Access to the newest informa-plans « Who is the Employer? » Whowashington, DC.
tion concerning benefits regula-is the Employee? « DOL Litigation  pjan to register before August
tions, litigation, enforcement, Update « Innovative Plan Designs:27, 2001, to take advantage of the
and compliance Cash Balance and Hybrid Plans arly registration rate of $450.
« Opportunities to interact with IRS Correction Programs and 401(k) For more information on th
high level government speakersPlan Defects « Participant-Directedos Angeles Benefits Conferencg,
Investments: Investment Advice andcontact ASPA's Meetings Deparf-
_ Education « 401(k) Plan Design « Keyment at (703) 516-9300 qr
* Networking Plan Issues in Mergers and Acquisimeetings@aspa.org.

e Three concurrent sessions

ASPA’s 2001 Advanced DC & Form 5500 Workshops

For the 2001 calendar year, ASPAThe panel of speakers includes: aulting, Inc., and author of tHerm
has scheduled two one-day workdawyer, llene Ferenczy, CPC, head 06500 Preparer's Manual
shops on two diverse topics of im-employee benefits practice at The workshops will be held in
portance to the pension industry;Altman, Kritzer &Levick, PC; an both Seattle, Washington and
Advanced Defined Contribution actuary, Michael Bain, MSPA, Presi- Pittsburgh, Pennsylvania on con-
(DC) and Form 5500. The Advanceddent of CMC; and Cheryl Morgan, secutive days. ASPA will offer a
DC Workshop is intended for practi- CPC, a pension consultant with mores100 discount to attendees who
tioners with more than three years othan 25 years of experience. register for both workshops at the
experience. The Form 5500 Work- The Form 5500 Workshop will same location. Please see the
shop is an intermediate-level work-cover: Form 5500 preparation andschedule below to make your
shop. Attendees may earn up tdiling; late filings; deficiency notices plans to attend these educational
seven ASPA CE credit hours. In adfrom PWBA, electronic filing; and workshops. For more informa-
dition, the Advanced DC Workshop small plan asset rules. The workshopion, watch your mail for the
offers seven non-core JBEA creditwill be taught by Janice M. Wegesin,workshop brochure or check the
hours and the Form 5500 WorkshopCPC, QPA, President of JIMW Con-ASPA website atvww.aspa.org
offers seven noncore JBEA credit

hours. Location Advanced DC Form 5500
The Advanced DC Workshop will Workshop Workshop
cover a number of pertinent topicy Seattle, Washington Monday Tuesday
including: top heavy plans; 410(b)| Washington Athletic Club August 20 August 21
testing; _401@ testing; METYErS ang pittsburgh, Pennsylvania Monday Tuesday
acquisitions; participant loans; and piyspurgh Marriott City Center ~ August 27 August 28

new minimum distribution rules.
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2001 ASPA Annual Conference Don’t miss the
October 28 - 31, 2001 - Grand Hyatt, Washington, D.C. 2001 ASPA
Summer Academy

Mark your calendar now and plan to attend the 2001 ASPA Annual Conp-
ference. This year's Conference is one you definitely will not want to July 22-25, 2001

miss. The Sheraton Palace Hotel
There are plenty of new and exciting things happening in 2001! San Francisco, California

» For the first time ever, the concurrent sessions will begiSorday

. It's not too late to register for
so plan to arrive early.

this informative conference!
* A free mini C-4 review course will be held on Sunday, October 28. | Visit us at www.aspa.org for a

« The festivities begin early with a welcoming reception in the Exhibi Sﬁ;’\r’gloadable copy of the bro-
Hall on Sunday evening. '

» The March on Capitol Hill is back this year. ASPA has set aside [time Registration deadlines:
on Tuesday, October 30, for you to meet with members of Congress|td-arly registration........... $575
discuss the issues that affect you and your business (see page[7).| oy June 30)

. . Lat istration ........... 725

» A pre-Halloween treat has been planned at this year’s reception. There™ © ' ©J°Haton s
will be plenty of food and friends, and an exciting new band will pert Need to know the “nuts and
Join us for a great Conference with countless opportunities for edugatiprand growing a pension opera-

and networking. Over 50 sessions will be presented by experienced gantion? Then you won’'t want t@
knowledgeable speakers from the private industry and various gavernmiss the one-dagusiness Prac-

ment agencies. tices Workshopon Saturday,

July 21 at the Sheraton Palage
For more information on the ASPA 2001 Annual Conference, in San Francisco. Visit us at
www.aspa.orgor contact the Meetings Department at (703) 516-9 www.aspa.org for more infor-
or meetings@aspa.org. mation and to register.

The First Annual 401(k) Sales Summit - Coming in 2002!

401(k) Sales Summit « February 28 - March 2, 2002 « Doubletree Paradise Resort — Scottsdale, AZ

Do you actively sell, market, cal advice from the “best of the best.”s Relax and enjoy the beautiful
support, or influence 401(k) plans?Participate in informal workshops scenery and landscape of the
If so, this is one event you won'tand breakout sessions guaranteed to desert southwest
want to miss! improve your sales strategies and in; Caiich

The 401(k) Sales Summits a crease your overall effectiveness in
“one-of-a-kind” conference guar- serving key business owners and high
anteed to bring your business tonet worth clients. Mark your calendar and pla
new heights. You'll learn unique . piscover creative methods to build!© 2ttend thet01(k) Sales Sum-
prospecting insights, sales tools, your retirement plan business m'tE' o .
anq EEATREES h_elp grow your, ) earm new techniques to grow as- XNIDTOTS and sponsors are an
retirement plan business. Promi- couraged to support this inaugural

: sets under management
nent keynote speakers will focus on _ event.
industry trends and important eco-*  Strategize, network, and share atch for more information i
nomic factors affecting the ever- SUCCESS stories with industry ex-fyture issues ofhe Pension Actut

the beginning of
baseball’s spring training!

=

changing 401(k) marketplace. Pertsand your peers ary, or contact Todd Brost at the
Hear from key decision-makers and Get to really know the latest from ASPA office (703-516-9300) or
industry experts and listen to practi- industry-leading experts tbrost@aspa.org.
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Focus on CE
In-Housing Training and
ASPA’'s Webcasts

A convenient and inexpensive way

to meet ASPA’s CE requirements!
by Cathy Green, CPC, QPA, and Marissa Pietschker, QPA

ant to earn CE credit without leaving your officegranted, if any, rests solely with the

Do you have a large number of ASPA credentialggf"t Board. .
view the webcasts, you will

. . . . 0
employees who need ASPA continuing education credﬁ,g%d a phone and a modem connec-

You and your employees can earn ASPA CE credits faitiby for internet access. Webcast reg-

inexpensively without leaving your office. ASPA is planninﬁgsxor?\e?ﬁg;i”gngogt%g grSn?r:_

several online seminars this year that will allow you to hegmbers. For more information,

and see the programs without ever leaving your desk. Theagse contact the ASPA office at
bcasts all h tici tt two ASPA CE @703) 516-9300, e-mail us at
webcas's allow each participant fo earn two cre E%cast@aspa.org, or visit our

during the presentation, but you can also use the matetidkite atvww.aspa.org To learn

from the webcasts to set up an in-house training or stiff{ ?Sb‘;‘étn‘iitg‘jirrgag you can T:et

group following the webcast. This is an excellent way fQfirements, contact ASPA's Mem-
those who did not have an opportunity to participate in tegship Department at the ASPA
webcast to earn credits. Itis also a great opportunity to t4ifi® 4

your employees and allow them to earn ASPA CE credit atthe
: Cathy M. Green, CPC, QPA, is vice

same time. president of CMC in Glendale, CA.

How does it work? After listen- member must sign the attendanc&he is the chair of the Continuing
ing to the webcast, set up a formaform verifying attendance. Education Committee. Cathy,amem-
discussion group and designate Depending on the topic, ASPA's ber of ASPA’s Board of Directors,
someone who watched the webcaswvebcasts may qualify for other or-2lso serves on the Conference Com-
as the trainer or facilitator. Gener-ganizations’ CE requirements.mittee and is chair of the 2001 ASPA
ate an outline based on the inforComplete and submit the Continu-Summer Conference. In February,
mation provided in the webcast andng Education Checklist found on she served on the Strategic Planning
distribute this to the group of at- page 39 of the 200ASPA Yearbook and Implementation Team.
tendees. All training program at-to ASPA's Membership Depart- Marissa Pietschker, QPA, works for
tendees can receive one ASPA CHnent. If the filing process, dead-Suncoast Pension and Benefits
credit per 50 minutes of group ac-lines, and fees are feasible, ASPAGroup, Inc. in Tampa, FL, and has
tivity/discussion. Be sure to keepwill process the request. It is im-worked in the pension field since
an outline with topic, date, time portant to note that the JBEA doesl982. She has been a member of
information, and an attendance listnot preapprove continuing educa-ASPA since 1990 and received her
as backup documentation. A cre+ion credit. The type of credit the QPA designation in 1993. Marissa
dentialed ASPA member must beJBEA is likely to grant will be in- currently serves as co-chair of
present at the program, and thelicated on the webcast flyer, butASPA’s Continuing Education Com-
employer or a credentialed ASPAthe final determination as to creditmittee.
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Focus on ABCs
Delaware Valley

Recognizes Temple
University Student

n an effort to give back to local communities, ASPABusiness, and the program is the

Benefits Councils (ABCs) have established a scholars|3fgest of its kind in the world. The
Temple program was ranked sec-

fund in which each ABF: has the (.)pport.unity to a\{vardoﬁd in the nation for research by
scholarship to a deserving student in their community. TtheJournal of Risk and Insurance

ABC Committee established this scholarship program witf{"p'e offers both undergraduate
and graduate degrees in Actuarial

the assistance of ASPAs Pension Education and Reseatgdhce, Healthcare Management,

Foundation (PERF). and Risk Management and Insur-

ance.
One of ASPA’'s councils, the Science fraternity. In this capac- The ASPA Benefits Council of

ASPA Benefits Council of Dela- ity he has served one year as Capelaware Valley is also in the pro-
ware Valley, has committed toreer Placement Coordinator ancdess of contacting the universities
providing an annual scholarshiphas spent the current year as thg, the Philadelphia area that offer
to an actuarial student who isVice President of Career Place-gctyarial science programs in an
participating in an internship ment. Brian has also spent the pasdffort to establish closer ties with
program. Delaware Valley re-two summers working as a retire-the educational community. The
cently selected a scholarship reiment intern with William M. Mer- ABC of Delaware Valley Board of
cipient from Temple University’s cer, Inc., where he worked with pjrectors is considering establish-
School of Business Managementdefined benefit plans. He Iearneqng mentoring programs, special
located in Philadelphia. The the basics of actuarial valuationsinstructional or professional edu-
scholarship, referred to as theand performed benefit calculationscational sessions, and networking
‘ASPA Benefits Council of Dela- on a regular basis. These internopportunities for students in the
ware Valley Scholarship,” was ships allowed Brian to gain signifi- area. They are also encouraging
awarded to Brian O’Malley, a cant exposure into the pensionactuarial students and professors to
student in the actuarial sciencefield. attend their local meetings, hoping
program who will be graduating Brian was recently awarded theto generate interest in the pension
in December 2001. Brian hasscholarship at the Thirteenth An-actuarial field among some of the
also been extended a courtesywal Awards for Excellence Lun- bright young minds in the Dela-
membership in the Delaware Val-cheon at Temple University. ware Valley area!
ley Council organization and hasMarcia Hoover, QPA, Scholarship For information about the
been invited to attend local coun-Chair, and a past president of theABC of Delaware Valley’s upcom-
cil meetings. ABC of Delaware Valley, attendeding events, please contact Meet-
Brian is a senior Actuarial Sci- the luncheon and had only positiveings Chair Art Bachman at
ence and Risk Management doubl¢hings to say about Temple’s pro-bachman@blankrome.com or at
major at Temple University. He isgram. There are over 300 student$215) 569-5715.a
also a member of Gamma lotaenrolled in Temple’s Risk, Insur- A special thanks to Marcia
Sigma, the professional Risk Man-ance, and Healthcare Managemeritoover, QPA, for her contributions
agement, Insurance, and ActuariaDepartment in the Fox School ofto this article.
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Focus on TECHNOLOGY

Revisiting eASPA!

by Michael L. Bain, MSPA

&

N/
&

n the July-Aigust 2000 issue dthe Pension Actuarye ing your personal database informa-

outlined some of the tentative plans involving the impl#Rn becomes easier than ever. Is that
all eASPA will offer you? Heck no!

mentation of an interactive database with the ASPA websiteyready under development is an
After a successful database implementation for the Natiosrdihe dues payment system, allow-

Office over the winter, we are now preparing the rollout B Members to pay their annual
ues quickly and easily, while up-

eASPA, ASPAs integrated online presence. We thank CBiang their information or register-
Chabot, Webmaster, Geoff Brehm, Information Servicieg for a conference. Depending on

Manager, Amy lliffe, Director of Membership, and the othégpf,;r?:;t:fr;gs sgaarghﬁr?iggrgg

dedicated staff at the ASPA office for the efficient implemesniine, such aghe Pension Actu-
tation of all these changes. ary continuing education quiz or the
PA-1 exams. The results will flow
From the outset, one of the goal€Of course, members will be able todirectly into the database, eliminat-
that eASPA had to accomplish washenefit with membership price ing most of the necessary bookkeep
online registration for conferences,breaks, but anyone can register foing, and candidates will know their
educational exams, and workshopsevents online. results immediately. This ability is
This functionality has been builtinto  Another function immediately already in action, with the inaugu-
the initial rollout, with visitors able available via eASPA is online mem-ration of the PA-1A online course,
to register online for the Summerbership directory searches. Availablecomplete with quizzes, practice test,
Academy, the Advanced DC andfor ASPA members only, you will be and the final exam, all administered
Form 5500 Workshops, the LA Ben-able to look up other members, usingnline!
efits Conference, and finally, the name, city, state, or area code. Find- .
ASPA Annual Conference. You will ing fellow members nationwide is PA-1A Online .
be able to register for the conferencenow easier than ever. In May, ASPA began offering the
select the sessions you want to attend The last piece that will be avail- PA'_lA self-study course and exam
(if applicable), and pay via a secureable from the start is the ability for online. So far, the response has been
connection, all in one visit. After fi- registered users (members and norgreat! (See the sign-up announce-
nalizing your registration, you will re- members alike) to edit their personafnenf[ on page 16.) We will be do_mg
ceive an e-mail confirming your information and even set their own2 wrlte_-up on the onlln_e course in a
registration, sessions, and transactioruser name and password for futuréuture issue ofhe Pension Actuary
This same functionality applies toaccess. So, if you, as a membemyebcasts
candidates téending wokshops or change companies and want to make Another aspect of ASPAs internet
taking exams. Registering online will sure your ASPA mailings find you at presence kicked off this year in April
speed up and simplify the exam enrollyour new office, all you will need to with the Form 5500 for 2000
ment process. do is go online and update your inebcast, presented by Janice M.
What if you are not a member andformation. Those changes flow di-Wegesin, CPC, QPA. Unfortunately,
aren't even in the database? Neverectly into the database, eliminatinga |ast minute bout of illness prevented

fear — you will be able to set up yourconfusion between addresses. the live broadcast from happening as
personal database record and regis- With the initial rollout of eASPA, scheduled. Instead, Janice recorded
ter for events, without having to wait. registering for events and maintain- Continued on page 27
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PIX Digest

he Pension Information eXchange (P1X) is an onlineThe PIX user is concerned that by

service for pension practitioners. ASPA has c1bstituting the collateral on the
loans, they effectively renegotiated

sponsored the PIX Pension Forum for many years. FOr mQé8oans, and thereby violated the

information about PIX, call (805) 683-4334. $50,000 loan limit, since the renego-

tiations would be treated as new loans

More Discussion on the New choose to treat the amount ovekypject to the $50,000 limit reduced

Minimum Distribution Rules $4,000 as an eligible rollover distri- by the loan balance outstanding in the
[Thread 94866] bution and roll it over to an IRA.  prior 12 months.

As most practitioners know, the IRS ~ Of course, for this to occur, some- There are other concerns here as
released new proposed regulations resne will have to explain this to the well. |s the company stock sufficient
garding the calculation of minimum participant and he or she would haveyllateral? However, the PIX user's
distributions from IRAs and qualified to choose to make such a rollovermain concern was how to complete the
plans in January 2001. The regulationslowever, it seems almost certain that500, since the loan transaction had oc-
are generally effective for 2002, but thepension practitioners will have to becurred before the user’'s company ser-
IRS has stated that by adopting a modgirepared to explain this to sponsorsices were engaged. This thread points
amendment, qualified plans mayand participants, and later be able t@ut some of the problems practitioners
choose to use the new regulations foexplain to the IRS why their 1099-R face in dealing with loan reporting. It
2001 distributions. IRA participants reporting does not properly reflect anwas pointed out that a common prac-
are permitted to use the new regula€ligible rollover distribution. To tice in the past was to leave the 5500
tions for 2001 without the need toavoid this scenario, plan sponsorgjuestion blank and instruct the Plan

amend IRA documents. may want to consider adopting theAdministrator to answer it. With the

A user posted a report quoting arnmodel amendment for 2001. new bar codes on machine-printed
IRS spokesperson saying that not- 10 read the entire thread, down-5500 forms, this is no longer a viable
withstanding that qualified plans 0ad thefile 2001rmd2.fsg option. Problems could also arise if
must be amended to use the new digyefauited Plan Loans and Form 1€ Practitioner reports the loan as a
tribution regulations in 2001, the par-55q0 deemed distribution and the Plan Ad-
ticipant who receives the distribution [Thread 95735] ministrator changes the form, since the
may choose to apply the new regula- A pix user posted a question e 2nswer will no longer agree with the
tions to his or her distribution. garding defaulted plan loans to the”2" ¢0%€:

What does this mean? Suppose dponsor’s two principals. They had This thread highlights the need for
plan does not adopt the modeleach borrowed $50 000, not mad ractitioners to gather more data from
A he Plan Sponsor to properly answer

amendment and calculates gayments, and, prior to the date o :

L ; : o : ’ ’ . he related questions on the 5500.
participant’s required minimum dis- default, changed their collateral on "o read the thread. download the
tribution to be $5,000. Further as-the loans from the vested accounF. ’

- : ile defloan3.fsg
sume that the new regulations woultbalances to their company stock.
require @ minimum distribution of They then wanted to consider the deWhen a Plan Trustee Terminates
just $4,000. In this case, the plan wilfaulted loans not to be taxableEmployment
distribute and report the $5,000 as @leemed distributions since the plan [Thread 95649]
minimum distribution not eligible for foreclosed on the company stock, not How many practitioners have up-
rollover, but the participant could their account balances. dated their client information and
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found that a plan trustee terminateq

emplovment with the compan Joint Board for the Department of the Treasury
ploy . PANYT Enroliment of Actuaries Internal Revenue Service
months ago, and nothing was dong Washinaton. DC 20224

to remove him or her as a plan Department of Labor gron,

trustee? Department of the Treasury
This seems to happen all the time

ERLENENiCHRNEY RSt Announcement Of New JBEA Website

nating trustee will not bother to re- . .
atng . The Joint Board for the Enrollment of Actuaries is pleased to anngunce
sign as trustee. Usually nothing baq . . ) X o .
its recently established website. The site contains information for the en-

happens, and eventually the plan i o :
updated to reflect the new trustees. ;(lllﬁgrsctuary and for the individual who wishes to become an enrplled

However, one PIX user has a cli- _
ent where things went terribly wrong.| How do you access the website?
Two principals in a business were * Go towww.irs.gov. This is the Digital Daily, which is the Interna
also plan trustees. Eventuallythetwq Revenue Service homepage.

could no |0nger get a|ong, sooneol *® Click on “Tax Info for Business”
them left. The remaining principal| * Then click on “Tax Professionals Corner”

and trustee directed the fund com! ¢ Finally click on “Joint Board for the Enroliment of Actuaries”

pany to pay out the former trustee’s What can be found on the website?
plan benefits to him and notified| « The latest news from the Joint Board
them that he had terminated. « How to become an enrolled actuary
The departed trustee received hif « The application form to become an enrolled actuary
distribution and requested a furthej « |nformation about the Joint Board examination program, including how
distribution, which the fund company to study for the examinations
paid. Now the plan is short of funds| « Past Joint Board examinations
for the other participants.  Regulations governing enrolled actuaries

Undoubtedly the facts of this casg « Renewal of enroliment information
will be argued in court, but the lesson

to practitioners is clear. We should

remind our clients that if changes oc CONTINUED FROM PAGE 25
cur in who is to have authority over

plan assets, the changes must be ma?_.e

and properly documented quickly. IfIFOCUS ON TeChn0|Ogy

the situation warrants, legal advicener presentation early one morningpact of 401(k) refunds, and rollover
should be sought to ensure that dethe following week and, for the nextissues, among other things.

parting trustees do not have impropesix weeks, registered attendees ac- The next webcast tentatively on

access to plan fun(_js. cessed the presentation at their owthe docket is a government affairs
To read the entire thread, down-convenience. This experience proupdate, hosted by ASPA Executive
loadtteetrm2.fsg A vided valuable insight regarding theDirector, Brian H. Graff, Esq.

pros and cons of archived recordedvatch the website for further infor-
Ideas? Comments? Questions? presentations. For the following mation! a
Want to write an article? webcast, we implemented a new
form of presentation archiving utiliz-
ing RealAudio® streaming media, Michael L. Bain, MSPA, is president
offering more user control to attend-of CMC in Glendale, CA. Mike is
ees viewing the recorded presentaASPA’s Technology Committee chair

The Pension Actuaryelcomes your
views! Send to:

The Pension Actuary
ASPA, Suite 750

4245 North Fairfax Drive tion. and a divisional chair on the E&E

Arlington, VA 22203 The second webcast in ASPA'sCommittee. He has been involved
(703) 516-9300 Webcast Series for 2001 took placevith technology and systems inte-
or fax (703) 516-9308 on May 24. Cheryl L. Morgan, CPC, gration since the outset of his career,

presented the webcast on top-heavincluding working for several pen-

or e-mail aspa@aspa.org ’ . . N .
issues, covering plan design, the imsion software firms.
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2001 Calendar of Events

ASPA CE Credit

June 6 C-3 and C-4 examinations J

June 14 Northeast Key Conference, Boston, MA 8

June 15 Northeast Key Conference, White Plains, NY 8

June 19 Pension Reform \Webcast 2
EDUCATION June 30 Summer Academy Early Registration Deadline

July - October  Registration for fall virtual study groups

C-2 and C-4

Exams July 15 Suggested start time for fall virtual study groups 20
June 6 and

Dec. 5, 2001 July 21 Business Practices Conference, San Francisco, CA 7
At Exan July 22-25 Summer Academy, San Francisco, CA 20
Dec. 5, 2001

mm C-1, C-2(DR), C-2(DC) July Three Best of Great Lakes

I ind
Zit i)?t‘mtf;w August 20 Advanced DC Workshop, Seattle, WA

August 21 Form 5500 Workshop, Seattle, WA
August 27 Advanced DC Workshop, Pittsburgh, PA

_ August 28 Form 5500 Workshop, Pittsburgh, PA

ASPA's Summer Academy Sept. 13- 14 Los Angeles Benefits Conference, Universal City, CA 16
July 22-25, san Francisco ] ) )
Sept. 15 Early registration deadline for fall exams

~N N N 4 o

Oct. 15-Nov. 30 C-1, C-2(DB), C-2(DC) fall exam window ¥
Los Angeles Benefits
ozw{ggacg weft October 28-31 Annual Conference, Washington, DC 20
Septemoer 12 - 14 October 31 Final registration deadline for fall exams

November 5 Registration deadline for fall weekend courses (C-1, C-2(DB),
C-2(DC), C3,and C4)

WEBSITE

November 10-11 C-1, C-2(DB), C-2(DC), C-3, and C-4 weekend courses,
Deadline for responses to the Chicago, IL 15
financial survey: June 15 December5  C-3, C-4, and A-4 examinations *

Find the survey on the

What's New page December31  Deadline for 2001 edition exams for PA-1 (A&B) ®¥
WWW.OSPA.OYY)

December 31 Deadline for 2001 edition exam for Daily Valuation *rx

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

** PA-1A and B exams earn five hours of ASPA continuing education credits each
for passing grades.

*** Daily Valuation exams earn 10 hours of ASPA continuing education credits each
for passing grades.
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