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NSync concerts.
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New Bonding Rules -
It Could Have
Been Worse!

by Richard Carpenter, CPC

he Department of Labor (DOL) is getting seriouées for their plans. The bill died in

about bonds. The final bonding regulations issued fgmmittee. _
ol | dv effective f | d will Throughout 1998, our firm had
small plans are already effective for many plans, and wi erous discussions with aids in

effective for all plans soon. To be in compliance, the n@apresentative Gejdenson’s office.

bond requirements must be met on the first day of the p@?”e particular occasion, we asked
whether they knew how much it

year beginning after April 17, 2001. The new rules are paktid cost small plans to comply
in response to an isolated case involving the Emergi-Lutigh their proposal. They didn't

401(k) Profit Sharing Plan. A quick stroll down memory larfg": They explained, “We have to
come up with something because

is required in order to fully appreciate the new bondiRgople in our district are demanding

regulations. it”
We suggested that a more cost-

In September 1997, employees ofvine isn’t even chilled! This isn't effective approach would be to in-
Emergi-Lite, a Connecticut company,exactly hard time.) crease the bonding requirement from
were given both bad news and worse The system works! The bad guy10% to 100%. We explained that ac-
news. The bad news — the companyent to jail (although maybe in too cording to the Surety Association of
had been sold and all jobs were benice a place and not for long enough)America, claims on fiduciary bonds
ing transferred to South Carolina.and the participants got their moneyamounted to about 2% of premiums.
The worse news — there was nothindpack. Insurance proceeds and a comyuch of the cost associated with
left in the 401(k) plan because ofpany contribution were the source ofthese bonds is attributable to over-
“bad investments.” restitution. head expenses. This helps to explain

Here's what really happened. But alas, what type of world why a $10,000 bond costs about $100
Emergi-Lite hired Gary Moore of would this be if rules were made and a $500,000 bond is about $400.
Moore Benefit Systems to serve ady rational human beings? Con- On October 6, 1998, the Secretary
the plan’s third party administrator.necticut representative Samgf Labor, Alexis M. Herman, an-
Over the years, his duties expandeejdenson and the DOL put theirnounced that the Emergi-Lite situa-
to include investment advisor. Un-heads together to solve this probtion was “fixed” and that they were
fortunately Moore, over a ten-yearlem. They came up with a few coming up with a plan to prevent this
period, stole at least $1.5 millionunique ideas for solving this crisis.from happening in the future. On
from the plan. Moore easily coveredThe *“crisis,” as they determined, October 19, 2000, the DOL released
up the systematic looting becausavas that one out of every million final rules that imposed additional re-
there was no oversight. plans has losses due to theft. quirements on sponsors of small

The story has a happy ending. In Gejdenson introduced the Smallemployee benefit plans that file an-
November 1998, Moore was sen-Business Employee Retirement Pronyal reports on Form 5500 without
tenced to 51 months in a minimum-tection Act of 1998, H.R. 4238. This audited financial statements (65 Fed.
security prison in Florida. (We actwould have attempted to solve thereg. 62958). These rules affect the
understand that the tennis courtgroblem by forcing small employers small plan audit exceptions under
there do not have lights and the whiteo hire accountants or corporate trust- Continued on page 15
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Updating Plans for
GUST - a Case of the
Boy Who Cried Wolf?

by Robert M. Richter, APM

ou've heard it before — the GUST remedial amentnded deadline is now theter of
ment period is coming and there won't be any md#g the end of the twelfth month be-

. . . . inning after the latest date on which
extensions. This time, however, the proverbial wolf is hef€ ;5T opinion or advisor letter is

and updating for GUST will only be part of the problenssued to the prototype sponsor or
Plans will also need to be updated for EGTRRA. Fortunatéfme submitter practitioner, or (2)

. , December 31, 2002. This change
the IRS has implemented changes that will make the procgssiies the determination of Whe?]

of updating plans easier for many employers using p#&e-employer’s plan must be updated
approved prototype and volume submitter plans. for GUST because most prototype
and volume submitter plans have
The General GUST Remedial updated by the end of the 2001 plarbeen, or are expected to be, approved
Amendment Period year because the IRS will not approveby the end of 2001. The result is that
The GUST remedial amendmentthem as part of the prototype or vol-there will be a single deadline of De-
period (RAP) has been the subject ofime submitter programs. cember 31, 2002, for most plans that
prior issues ofhe Pension Actuary : are entitled to use the extended dead-
, - - The Extended GUST Remedial
It t th f th ticle t i i i
IS not the purpose ot this article 1o endment Period Deadline line, rather than different deadlines

: ! ) . m
provide an in-depth discussion of* : that are based on when a prototype
Employers using most prototype : )
when plans must be updated. How- plOYers using PrOtOYPe "\ olume submitter plan is ap-

ever, there have been some recent g@nd volume submitter plans will be roved.
velopments that warrant a briefentltled to an extension of the GUSTp

explanation of the GUST RAP, RAP. T_he IRS recently simplified the Plans Entitled to the Extended

The general deadline for updatingd€términation of when the extendedeadline
a non-governmental plan for cusTtdeadline for updating a particular There are three general require-
is the last day of the first plan yearplan will be. However, determining ments that must be satisfied in order
beginning in 2001. In other words, Whether a plan is entitled to use thefor the extended GUST RAP to ap-
for a calendar year plan, the generaggxtended deadline can be confusingply to a particular plan. The first re-
RAP deadline is December 31, 2001 Therefore, itis critical to have an un-quirement is that a prototype sponsor
The IRS has formally announced thaglerstanding of which plans are en-or volume submitter practitioner
this general deadline will NOT be ex-titled to the extension. must have submitted its prototype or
tended. However, there is an exten- The extended deadline is often revolume submitter plan to the IRS by
sion of the general deadline that iderred to as the “12-month rule.” ThisDecember 31, 2000.
available for employers using, or in-is because, as originally announced, The second requirement generates
tending to use, certain master anglans entitled to the extended deadthe most confusion. This requirement
prototype plans (prototypes) and voldine would not need updating foris based on the plan being used, or in-
ume submitter plans. Before explainGUST before the end of the 12thtended to be used, by the employer. In
ing this extension, it is important to month following the date a particu- essence, a snapshot is taken on the last
note that there is no extended deadar prototype or volume submitter day of a plan’s 2001 plan yeae(, as
line for updating Employee Stock was approved by the IRS. Howeverpf the end of the GUST RAP without
Ownership Plans (ESOPs) and stockn IRS Notice 2001-42, the IRS any extension). The extended dead-
bonus plans. These planwst be modified the 12-month rule. The ex-line applies if, as of that date, the em-
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ployer hasither adopted a prior ver- 2001-77, which is discussed later insignificant resources to this process.
sion of one of the sponsor’s orthis article, this third requirement af- The IRS is also aware that having ex-
practitioner’s document or the em-fects few plans.) tended periods of operational com-
ployer has signed a certification thatit The IRS announced that it will pliance with changes in the law
intends to adopt the sponsor’s ompublish a list of all GUST prototype followed by retroactive amendments
practitioner's GUST approved proto-and volume submitter plans that ards problematic. Thus, there is a de-
type or volume submitter plan. entitled to use the “12-month rule.” sire to have plans amended for
Many practitioners are having all The reason for the publication of thisEGTRRA within a reasonable time
of their clients sign a certification list is because the “12-month rule”after the law becomes effective. In
form. Revenue Procedure 2000-20s based on the date certain prototypaddition, the IRS is sensitive to the
does not prescribe a format for thisand volume submitter plans wereinefficiencies that would be present
certification. However, the IRS re- submitted and approved by the IRSIf employers are required to amend
cently published a sample certifica-Thus, the list will be helpful in de- their plans for GUST, and then within
tion form. This can be found in thetermining when a plan must be up-2 short period of time, amend their
Employee Plans Newsletter atdated for GUST. plans for EGTRRA.
www.irs.gov/ep While many prac-  An example of the above rules After taking into account the vari-
titioners will be inclined to use the might be helpful. Assume you takeQUS concerns, the IRS decided that
sample verbatim, this author wouldoyer a case in early 2003. You disPlans will not be permitted to oper-
suggest that a modified version of the;over that the new client’s plan,ate in accordance with a change that
sample be used. The IRS sample cefghich has a calendar year plan yeafS réquired or permitted by EGTRRA
tification form states that the em-pag not been updated for GUST. YolP€yond the end of the first plan year
ployer “will” adopt the sponsor's must now determine whether thet® Which the provision applies, un-
prototype or volume submitter plan.employer missed the GUST updat €SS the plan is amended. The result
But, the requirement is only that theing deadline. The general GusTiS that most plans will need a “good
employer “intends” to adopt the Rap for the plan is December 31,faith” EGTRRA amendmemio later
sponsor’s prototype or volume sub->001. |n order to determine whetherthan the end of the 2002 plan year,
mitter plan. As explained below, 5, aextension applies, you must obOr if later, by the end of the GUST
there is no requirement that the em¢4in from the client a copy of eitherremedial amendment period (as ex-
ployer actually adopt that specific o qocument being used as of I:)et_ended by the 12 month rule). By
prototype or volume submitter plan. .o mper 31, 2001, or a Certiﬁcationmaking this “goqd faith” amendment,
If these two requirements havethat has been signed no later than D in employer W|II_ be entitled to an
been satisfied, then an employer iS., per 31, 2001, by the employe%GTRRA r_emedlal amendment pe-
generally entitled to use the ex-__ document provider. You discover”Od that will not end before the en_d
tended deadline and is required tQ .+ the employer had been using gf the plan's_ 2005 plan year. This
update its plan for GUST by such would permit a plan to be retroac-
deadline. It does not matter which "t g0 to the published \rglively amended, if necessary, to cure
documentis used. Forexample, evep.: ™ 1 ABC Bank is listed. then a & disqualifying defects in the
if an employer signed a certification . ' “good faith” amendment.
of intention to adopt a particular , The IRS will not issue determi-
sponsor’s prototype plan, the em'gajsdzr':g t:se SQEI%(ZT mgr}g:;egﬂﬁation, opinion, or advisory letters
ployer can update its plan for GUSTS_ - 20 5000 or 12 months afe 2 EGTRRA amendments.
by adopting another sponsor's P'O%r ABC Banlé recei’ves approval OfHowe_:ver, on August 31 2001'-th,?
totype or an individually designed. . - ot prototype. You could thenIRS issued sample “good faith
plan. However, in addition to Updat-update the employe.r’s olan using an amendments in IRS Notice 2001-57.
ing for GUST, if the employer does 1. 0, \vanta o™ with your firm's Mhese amendments can be used ver-
not have automatic reliance that all. '~ < ' 0 L P jan) batim or as a basis for drafting indi-
or part of the form of the plan satis-P 0 OYP PfaN)-vidualized “good faith” EGTRRA
fies the qualification requirements, Amendments for EGTRRA amendments. For prototype and vol-
then the plan must be submitted for The IRS does not want to delayume submitter plans, the “good faith”
a determination letter before the endhe process of amending plans foemendment must be structured as a
of the extended deadline. (Based oGUST because both the IRS andeparate addendum.
changes made in IRS Announcemenpractitioners have already allocated Continued on page 18

prototype plan from ABC Bank. You

timely submission by ABC Bank was
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The Perpetual Question -

What Are the Investment
Trends for Defined
Contribution Plans?

by Keith Clark

his article is the fifth in a series of articles focusing @hnline questionnaire with sug-
the changing face of plan administration. This ovelested asset allocations. “Almost”

. fi ds deal . i ith i means the provider does not accept
view of investment trends deals primarily with issues B, onsibility for the suggestion or

today’s 401(k) marketplace. future performance, which includes

. _ many of the so-called financial ad-
For the last ten years, the pri-for aggregating plan data as opyjice engines (read the contract fine
mary reason plan sponsors hav@osed to clearing each trade on rint). The latest trend from senior

changed recordkeeping service proparticipant level). If performance management of financial advice
viders has been administration andvas lacking, it was easy to addggftware engines has been to com-
compliance service issues. How-funds or replace them. We haveplain about their lack of acceptance
ever, in the future, a far greater reacome a long way from the days ofj, the marketplace. Their lack of
son for the change will be thatcharging for added funds due toacceptance is easy to recognize be-
industry leaders and a few start-upsnajor programming on the c5,se charging an annual per par-
have introduced cutting edgerecordkeeping system. ticipant fee that is greater than
recordkeeping technology solu- Today there is a renewed emphagne annual per participant admin-
tions, emphasizing services whichsis on investment menu flexibility jstration fee is inappropriate. In
can be accessed directly by the plaand selecting a complete menu Of‘act, it is embarrassing to the
participant. Coupled with the new ERISA appropriate funds. For eX-recordkeepers (who spend 1-3
technology, plan sponsors are placample, plan sponsors who addeg,q s a day processing a plan with
ing an emphasis on out-of-pocketTechnology Funds last year are aSkéignificant liability) that a rarely
fees and their investment menu dueéng their advisor or consultant why 5ccessed financial software engine
to our recent economy and volatilethey added inappropriate sectolis more expensive, causing a num-
stock market. The change is beingunds and proclaimed them as g)gr of recordkeeping service pro-
felt by investment advisors, con-Core Aggressive Equity Fund with-ijqers to integrate these services
sultants, and recordkeeping servic@ut properly communicating to the yith their standard package.
providers that have received a fregarticipant. Hence, if you are in

ride regarding the plan investmentsales, this scenario is an easy tafOther Trends

menu. The free ride was the abil-get. 1. Leveraging Asset Allocation
ity to leverage mutual funds with- ~ With new technology offered at  Technology by Recordkeeping
out disclosure of 12b-1 feesthe participant level, participants Service Providers—This lever-
(marketing fees typically paid to have access to fantastic Retirement ading is taking age-old theory
brokers from within the funds’ in- Modeling and Asset Allocation and leveraging the mutual fund
vestment expense) and shareholdesoftware that | define as “Almost  sub-TA that pays per participant.
service or sub-TA fees (fees paidAdvice:” providing participants as-  The recordkeeper simply creates
by the mutual fund companies toset allocation tools based on lim- 3-4 asset allocation funds via an
directed trustees or recordkeeperted information via a paper or Continued on page 22
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International Congress
of Actuaries

by Curtis E. Huntington, APM

he 27th International Congress of Actuaries (ICA) wite able to witness the equinox.
be held in Cancuin, Mexico, March 17-22, 2002 (Canctifys is @ natural phenomenon in

. . . which the sun crosses the plane of
2002). Our Mexican actuarial colleagues have designeg.a.;th's equator, making night

program around the theme of “A New Millennium, A Newnd day of equal length all over the
Challenge for Actuaries.” planet. Every year at this time, the
shadow of a descending serpent is
Every four years, the Interna- Many ASPA members may not becast upon the stairs of Kukulkan’s
tional Actuarial Association (IAA) familiar with the IAA and their pe- pyramid. Attendees will have front
organizes an international congressiodic Congresses. However, Northrow seats for this once-in-a-lifetime
whose objectives are to: establish &merican attendees will feel quite €xperience.
means of communication betweerat home at Canclin 2002. Many of The Congress’scientific program
actuaries from all over the world; the sessions are being organized byill be conducted throughout the en-
communicate new techniques inherfellow North American actuaries tire week. However, to allow par-
ent to their professional work; andand you can expect to see presentdicipants more flexibility, you may
share experiences and promote théons very much like those that oc-choose to attend only the first half
educational development of newcur each year at ASPA's Annual(Monday through Wednesday) or the
generations. Conference or the Enrolled Actuar-second half (Wednesday through
The ICA brings together thou- ies Meeting. Friday). For ASPA members, the
sands of members of the actuarial With respect to the Enrolled Ac- Second half may be of more interest
community from all over the world. tuaries Meeting, the dates for thebecause this is when pensions
At Cancln 2002, participantsill 2002 meeting were changed oncéeé covered.
enjoy a vast scientific program thatthe Cancun 2002 meeting dates To learn more about Cancun 2002,
will cover topics of interest that will were set in order to allow North Visit the ICA2002 websitéttp://
be presented at plenary and simulAmerican actuaries the option ofWwww.ica2002.com You will have
taneous sessions. This will occur irbeing in Washington, DC, as usual @n opportunity to review the mate-
Cancun’s unparalleled splendor andr to participate in the unique ex-fial in English, Spanish, and French.
beauty and the historic grandeur operience of an International Con-In fact, the activities of the Congress

pre-Hispanic Mexico. gress while still earning their are conducted in these three lan-
The North American actuarial or- annual continuing education re-guages as well as German and Japa-
ganizations, including ASPA, have quirements. nese. If you are only comfortable

been working with the organizersto In addition to Canctn 2002’s sci- With English, there is no problem
present a well-rounded program thaentific program, there are many so-since all of the sessions feature si-
will be of interest to our members. cial and cultural activities planned. multaneous translations (using
In addition, the program is expectedThe highlight of these events will headsets and translators).

to satisfy the annual continuing edu-occur on Wednesday, March 20, From the website’s main page,
cation requirements for US Enrolledduring a visit to the ruins of you will discover that in addition to
Actuaries. Chichén Itza, where attendees will Continued on page 24
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C 1 efits Conference that was scheduled
ONTINUED FROM PAGE on September 13 and 14, the 2002
Conference is planned on January 31

Washington Update and February 1. Pension reform still

needs to be implemented and this con-
touch everywhere. At the ASPA Na-scheduled beginning October 28 hergerence will provide important con-

tional Office, Xenia Murphy, our gov- in Washington, DC. This year's CON-tinuing education to West Coast
ernment affairs assistant, lost a familyference program is tremendous, repractitioners. In this regard, we rec-
member who worked at the Pentagorflecting the major law changes inognize that many ASPA members,

As we all deal with this terrible EGTRRA. By now you should have particularly actuaries, are concerned
tragedy, we must try to, as the Presireceived the conference brochure iypout their continuing education re-
dent says, “move forward and getthe mail. You can register for the con-quirements. We have asked the Joint
back to business.” Of course, weference online atww.aspa.org For Board for the Enrollment of Actuar-
must also remember the victims andhose of you concerned about travelies to extend the current cycle’s De-
their families. Like you, I will never ingto DC, we can assure you that thgemper 31, 2001 continuing education
forget the pictures that we all wit- security presence in the city is verygeadiline. They are scheduled to con-
nessed that Tuesday. significant. At this point, it is unclear sider an extension at their September

ASPAs Government Affairs Com- when Washington Reagan Nationabs Board meeting, and we are hope-
mittee responded to the tragedy byAirport will reopen. Fortunately, there fy they will grant such an extension.
coordinating with both the IRS andare two other major airports that serve ASPA's Education and Examina-
DOL to provide relief from various Washington, DC. The city is easilytjon Program is also moving forward.
deadlines. We emphasized to th@ccessible from both WashingtonThjs fall, for the second time, we will
agencies that the relief grantedDulles Airport and the Baltimore/ ¢conduct “exams on demand” in con-
should reflect the fact that plan advi-Washington International Airport.  junction with Prometric Testing Cen-
sors might be directly affected by the The Visits to Capitol Hill as part {grs throughout the country. The
attack even though a plan sponsor isf the Annual Conference will also exam window for this exam cycle
not. Further, we also stressed thago forward as planned. | can perill pe from November 1 to Novem-
the relief should be broad enough tesonally assure you that the securityyer 30. In light of the terrorist at-
reflect that transportation and mailat Capitol Hill is extremely tight. ¢k we have extended the early
deliveries have been significantly dis-Here is an excellent opportunity t0registration deadline from September
rupted. Both IRS and DOL shouldpersonally support your member of1 5 1o September 30. Final exam reg-
be congratulated for the comprehenCongress in what he or she is doingstrations will be accepted until Oc-
sive and swift relief provided. in the fight against terrorism and toigper 31.

Still, IRS was unable to provide thank them for the passage of pen- ; s impossible to rationally ex-
certain forms of relief. For example, sion reform. In fact, | am certain y|ain why and how a tragedy like this
the initial IRS guidance doesot your member of Congress and theian happen. It will certainly forever
apply to minimum funding obliga- staff would greatly appreciate a visitchange our lives in ways that we yet
tions under IRC Section 412. Ac-from supportive constituents, underqq not fully understand or appreci-
cording to the IRS, they did not havethe circumstances. Visiting Capitol 516 - However, retirement profession-
any legal authority to allow any ex- Hill is easy to do. The Conferenceys will continue to ensure that the
tension for minimum funding. Con- will be shut down on Tuesday be-atirement industry successfully
sequently, in theory, calendar yeatween 11:00 a.m. and 2:00 p.m. folgeryes the needs of employers and
plans would still be subject to theVisits to Capitol Hill. Lunch and 5xicipants, and ASPA will continue
September 15 deadline, even thougtransportation will be provided. We o gypport you. We all need to move
financial markets did not open thatwill also make the appointment for {5 \vardand remembera
day. ASPAs Government Affairs you. | encourage you to register
Committee worked with Congress tofor a Visit to Capitol Hill online at
enact legislation giving IRS the au-http://www.aspa.org/forms/ Brian H. Graff, Esq., is Executive
thority to extend this deadline. hillvisitsubmission.htm. We will  Director of ASPA. Before joining

Other ASPA programs are alsotake care of the rest. ASPA, Brian was legislation counsel
moving forward. The 2001 ASPA  Although it was necessary to can-o the US Congress Joint Committee
Annual Conference will go on as cel the ASPA/IRS Los Angeles Ben-on Taxation.
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Ruth F. Frew, FSPA, CPC, Selected as 2001 Eidson Award Recipient

ASPA is pleased to announceASPA's continu-
that Ruth F. Frew, FSPA, CPC, ising education
the 2001 Harry T. Eidson Founderg(CE) program and
Award recipient. Ruth became in-was instrumental
volved with ASPA in 1975 and hasin drafting the
contributed a great deal for overContinuing Edu- ASPAs interprofessional activities,
25 years. As a result of her dedi-cation guidelines Ruth has worked tirelessly to ep-
cated leadership and devotion tahat ASPA still hance the professionalism of ASRA

Board for Counseling and Disci
pline (ABCD), where she is cuf-
rently Vice-Chairman and is in her
fifth year of service on the Board.
Through her dedication to

chaired various subcommitteescontinuing education requirements. be presented the award at the ASPA
within the Education and Examina- Ruth has also represented ASPA2001 Annual Conference.
tion Committee and also served twaboth directly and indirectly, on many  The 2001 nominees represented

tional Office Committee, served onment Task Force (now called theASPA, the private pension system,
the Long Range Planning Commit-Council of Presidents-Elect). Sheor both. The award is given in honpr
tee for three years, on the Executivavas called to serve for two years a®f ASPAs late founder, Harry T,
Committee for ten years, on thethe Facilitator of the Council of Presi- Eidson, FPSA, CPC. Previous wipn-
Nominating Committee for six dents-elect and also served on a speers of the Eidson award are: Leslie
years, and attended Board meetingsial task force created by the CouncilS. Shapiro, JD, in 2000, Howard |J.
for more than 17 years. of Presidents to review the ActuarialJohnson, MSPA, in 1999, Andrew
While chair of the Education and Standards Board in 1993. She cond. Fair, APM, in 1998, Chester
Examination Committee, Ruth tinued her intersocietal service to theSalkind in 1997, John N. Erlenboin
drafted the first Education and Ex-actuarial profession by first servingin 1996, and Edward E. Burrowg
amination (E&E) manual, forming as a member of the AAA Commit- MSPA, in 1995.
the basis of operation for E&E overtee on Qualifications in the mid A special thanks to Karen Jof-
the past two decades. She also paf-990’s and then by serving as onelan, CPC, QPA, for her assistance
ticipated in the establishment ofof the nine members of the Actuarialwith this article.

ASPA Announces New Membership Benefit

ASPA is pleased to announce a new discount program on hi-tech web-based communication services offered
by PresentPLUS, including on-demand, interactive webconferencing, and webcasting. PresentPLUS services
are now available to ASPA members at a significant discount. For more information, contact ASPA's member-
ship department at (703) 516-9300, or visit the PresentPLUS website directiyvgiresentplus.com/aspa
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ASPA Board Revises
Disciplinary Procedures

he ASPA Board of Directors has adopted a new set of disciplinary procedures that

apply when a complaint has been made against an ASPA member alleging a violation
of either the ASPA Code of Professional Conduct or the Code of Professional Conduct for
Actuaries. The ASPA Code of Professional Conduct applies to all ASPA members. ASPA
members who are actuaries are also subject to the Code of Professional Conduct for
Actuaries. Both Codes can be found in the ASPA Yearbook.

The new disciplinary procedures are reprinted in their entirety below. They are effective on
November 1, 2001 and, as of that date, replace the disciplinary procedures located on pag
251 of the 2001 ASPA Yearbook. The Board has revised the disciplinary procedures in order
to enhance the due process protections of ASPA members who have been accused of violatin
one or both of the Codes of Professional Conduct. The ASPA Board strongly encourages all
ASPA members to review these new disciplinary procedures.

American Society Of Pension Actuaries — Rules of Procedure for Disciplinary Actions
(As Amended, Effective November 1, 2001)

The Board of Directors of the American Society of ing. Also, a complaint shall not be considered formally
Pension Actuaries (ASPA) has promulgated these Rules made if it is submitted anonymously.

of Procedure to govern the consideration and recommen- The Chair of the ASPA Professional Conduct Com-
dations for disciplinary action against ASPA members. pittee, in consultation with the ASPA Executive Di-
These Rules are intended to provide fundamental fair- yector shall determine if complaints allege violations
ness and due process in the procedure for disciplinary hat fall within the purview of the Actuarial Code.
action by requiring adequate notice, an opportunity 0 complaints within such purview shall be referred to
respond, and a fair and impartial decision-maker in the the national organization responsible for actuarial coun-
discipline process. The Board reserves the right to amend seling and discipline in the nation where the alleged
or otherwise alter these Rules of Procedure as it deems,ig|ation occurred. If the ASPA Executive Director
necessary and deleg_ates the interpretation of th_ese rU|e%ubsequentIy or otherwise receives a recommendation
to the ASPA Professional Conduct Committee, in con- for gisciplinary action against an ASPA member who
sultation with the ASPA Executive Director. is an actuary, such recommendation shall be referred
to the ASPA Professional Conduct Committee.

If a complaint does not allege violations that fall

A. Receipt of Complaints
1. The ASPA Executive Director shall receive formal con8.

10

plaints alleging violations of either the Code of Profes-
sional Conduct for Actuaries (hereinafter the “Actuarial
Code"), applicable to ASPA members who are actuar-
ies, or the ASPA Code of Professional Conduct (here-
inafter the “ASPA Code”), applicable to all ASPA mem-
bers. A complaint shall not be considered formally made
unless received by the ASPA Executive Director in writ-

A THE PENSION ACTUARY A

within the purview of the Actuarial Code, the Chair
of the ASPA Professional Conduct Committee, in
consultation with the ASPA Executive Director, shall
determine if the complaint alleges violations that fall
within the purview of the ASPA Code. Complaints
within such purview shall be referred to the ASPA
Professional Conduct Committee.
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. Formation of a Discipline Panel from the ASPA 5.

Professional Conduct Committee

. The ASPA Professional Conduct Committee shall cog-
sist of at least 10 credentialed members. The Presi-
dent of ASPA shall annually appoint a credentialed

member as Chair of the ASPA Professional Conduct
Committee. The Chair of the ASPA Professional Coj—'

duct Committee, in consultation with the President of

ASPA, shall appoint the other credentialed members
of the ASPA Professional Conduct Committee. At aff.
times, at least 5 members of the ASPA Professional
Conduct Committee must also be actuaries. At no time
shall there be more than one member of the ASPA Pro-
fessional Conduct Committee who is also a voting

member of the Board of Directors.

. Ifthe ASPA Professional Conduct Committee receives
a recommendation for disciplinary action from th
appropriate actuarial investigatory body against an’
ASPA member who is an actuary, the Chair of the’
ASPA Professional Conduct Committee shall form a
Discipline Panel that consists of five actuary mem-
bers from the Committee. If five actuary members
of the Committee without a conflict of interest can-
not be found, the Chair shall appoint (a) special actu-
ary member(s) to the Discipline Panel who is not also
a voting member of the Board of Directors to com-
plete the formation of the Panel. Such Discipline
Panel shall be responsible for considering recommen-
dations for disciplinary actions against an ASPA men#-
ber who is an actuary presented by the appropriate
actuarial investigatory body and for taking actions
on those recommendations as it deems appropriate.

. Ifthe ASPA Professional Conduct Committee receives
a complaint against an ASPA member alleging viola-
tions of the ASPA Code, the Chair shall form a Disci-

pline Panel consisting of five members from the Com-
mittee. If five members of the Committee without a

conflict of interest cannot be found, the Chair sha8.
appoint (a) special member(s) to the Discipline Panel
who is not also a voting member of the Board of Di-

rectors to complete formation of the Panel. Such Dis-
cipline Panel shall be responsible for investigating com-
plaints against an ASPA member alleging violations
of the ASPA Code and for determining whether and to
what extent disciplinary action is appropriate.

. If the Chair of the ASPA Professional Conduct Com-
mittee is serving on the Discipline Panel, he or she
shall serve as Chair of the Panel. Otherwise the Chair
of the ASPA Professional Conduct Committee shall
designate a member of the Discipline Panel to serve
as Chair.

SEPTEMBER-OCTOBER 2001 A THE PENSION ACTUARY

For all purposes, disciplinary action by a Discipline
Panel shall require 3 affirmative votes.

The Chair of the Discipline Panel, in consultation with
ASPA's Executive Director, may engage legal coun-
sel to advise the Panel and ASPA.

The member whose activities are the subject of re-
view by a Discipline Panel is hereinafter referred to
as the subject member.

All written communications with the subject mem-
ber shall be made by certified mail. For purpose of
these disciplinary procedures, a written notice to the
subject member is deemed made on the date received
by the subject member, and a written notice from the
subject member is deemed made on the date post-
marked.

Consideration of Disciplinary Action

In the case of a recommendation for disciplinary ac-
tion by the appropriate actuarial investigatory body
against an ASPA member who is an actuary, the Dis-
cipline Panel shall review the recommendation and
record provided by the appropriate actuarial investi-
gatory body and may seek further information from
them or delegate if necessary, and in consultation with
ASPA's Executive Director, further fact-finding or in-
vestigation to an actuary member not on the Com-
mittee.

In the case of a complaint against an ASPA member
alleging violations of the ASPA Code, the Discipline
Panel shall review the complaint and shall conduct
an investigation, which, in the panel’s discretion, may
include, in consultation with ASPA's Executive Di-
rector, fact-finding as deemed necessary. The Disci-
pline Panel, in consultation with ASPA's Executive
Director, may delegate any fact-finding or investiga-
tion to an ASPA member not on the Committee.

The Executive Director of ASPA shall provide writ-
ten notice to the subject member in the case of either
a recommendation for disciplinary action against an
actuary member by the appropriate actuarial investi-
gatory body or in the case of a complaint against a
member alleging violations of the ASPA Code. This
notice shall:

a. advise the subject member of the charge(s) made,
cite the specific Code of Professional Conduct
violations that are alleged, provide a copy of these
Rules of Procedure, and, if relevant, that disci-
plinary action has been recommended by the ap-
propriate actuarial investigatory body along with
a copy of any accompanying investigatory report;
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b. listthe members who will serve on the Discipline the absence of any response to the notice of hearing
Panel and any member to whom fact-finding or by the subject member it shall be presumed that the
investigation has been delegated by the Discipline subject member waives his or her right to attend the
Panel, and advise the subject member of the right hearing.

to object to any Panel member or any investigatgf copies of any written notices sent to the subject mem-

he or she believes might have an actual or poten- per shall be provided to the members of the Disci-
tial conflict of interest, provided that he or she jine panel and the ASPA President.

must state the basis for that conflict in writing7
within 30 days of receipt of this notice (in the -
event that the subject member objects to a Panel
member or any investigator, the Chair (or, in the
event that the person alleged to have the conflict
is the Chair, the President of ASPA) shall deter-
mine, in consultation with the ASPA Executive
Director, if an actual conflict exists and if so de-
termined, shall appoint a special replacement
Panel member or investigator without a conflict
of interest to consider the matter); and

A hearing of the Discipline Panel shall require a quo-
rum to be present, which shall be 3 members of the
Panel. If there is no quorum present because of cir-
cumstances reasonably beyond the control of the panel
members, or the subject member is not present because
of circumstances reasonably beyond his or her con-
trol, the hearing shall be rescheduled to a date mutu-
ally agreeable between the parties, but in no event more
than 60 days following the date of the initially sched-
uled hearing. If the subject member waives his or her
_ . _ _right to a hearing, the ASPA Executive Director shall
c. advise the subject member of the right to submit g4 5qyise the Discipline Panel members and the Panel

any relevant evidence in writing which should be 3y in its discretion, hold the hearing by teleconfer-

considered by the Discipline Panel or any inves- ence. Members of the Committee Panel who are not

tigator within 30 days of receipt of this notice;  j, attendance at the hearing in person or by teleconfer-
Following the completion of any fact-finding or in-  ence may not vote on the outcome.

vestigation deemed necessary by the Discipline Pangl, A Discipline Panel decision to counsel, reprimand,
the Chair of the Discipline Panel shall schedule a syspend or expel, either publicly or privately, the sub-
hearing at which the subject member shall have the ject member requires the affirmative vote of at least

right to appear personally, with or without counsel, three members of the Discipline Panel.
at the expense of the subject member, to explain why

any disciplinary action is not warranted in the matter
or to present any mitigating factors for the Discipline
Panel to consider.

A transcript shall be made of the hearing of the Dis-
cipline Panel, except in the case of a hearing by tele-
conference, by a court reporter selected by ASPA.
No other recording of the hearing will be permitted.
The ASPA Executive Director shall provide written  |n the case of a hearing by teleconference, a written
notice of this hearing to the subject member, includ- report of the hearing will be prepared by the Chair of
ing the time, date, and place where the Discipline the Discipline Panel. Since the hearing is intended
Panel will consider the matter not less than 60 days to address the professional conduct of the subject
in advance of the hearing. The notice shall include a member, dialogue between the subject member and
copy of any written report submitted to the Disci- Panel members, and any investigator, if present,
pline Panel by an investigator. The 60-day time limit should not be impeded by formal legal rules of evi-
may be waived, or extended, by mutual written con- dence or procedure. There shall be no evidence pre-
sent of both the Discipline Panel and the subject mem- sented by the subject member or considered by the
ber. The notice shall also advise the subject member Discipline Panel that was not provided in writing at
of the right to appear at the Discipline Panel hearing, least 15 days prior to the date of the hearing.

with or without counsel, at the expense of the subjegh, At a hearing attended by the subject member, the sub-
member, and that any factual materials or evidence ject member may make an oral presentation of rea-
which he or she wishes to be considered by the Panel sonable |ength and respond to any questions posed
must be submitted in writing at least 15 days in ad- py the Discipline Panel members. The subject mem-
vance of the hearing. The notice shall provide that per may be accompanied by legal counsel and may
the subject member must notify the ASPA Executive consult with such counsel. However, the role of such
Director in writing within 30 days of receipt of the  counsel shall be limited to providing advice to the
notice regarding the scheduled hearing whether the subject member and explaining relevant legal prin-
subject member intends on attending the hearing. In ciples. Any investigator who conducted fact-finding
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or investigation as delegated by the Discipline Panel ASPA President, the ASPA Executive Director, and
may be asked to attend the hearing. The Discipline the ASPA Professional Conduct Committee. The
Panel and the subject member may submit questions decision of the Panel shall be considered final and
to any investigator present at the hearing. binding unless written notice of appeal is submitted
11. The deliberations of the Discipline Panel shall be lim- bY the subject member to the ASPA Executive Direc-
ited to Panel members, the ASPA Executive Direc- tor within 45 days of receipt of the decision of the

tor, and any outside counsel to ASPA. To the extenta Panel. If the subject member fails to request an ap-
recommendation for disciplinary action has been P€al, & copy of the Panel decision shall be provided

the Discipline Panel has discretion to accept, reject, actuarial investigatory body, if any.
or modify the recommendation received. D

12.The Discipline Panel decision shall be based on the

written report of the appropriate actuarial investiga-
tory body, if relevant, the fact-finding or investigation
by the Discipline Panel, whether or not delegated to
another member, and any evidence submitted in writ-
ing by the subject member at least 15 days in advance
of the hearing. In reaching its decision the Panel shall
consider without limitation the intent of the subject”
member, whether the violation was willful, the eco-
nomic loss or other harm caused by the conduct al-
leged, the seriousness of the violation, the experience
of the subject member, any alleged prejudicial mate-
rial errors in the process of the investigatory body, if
relevant, and any other factors the Panel deems appro-
priate including matters presented at the hearing. The
Panel may also take into consideration whether the
subject member has been disciplined before and the
Chair of the Panel is authorized to inquire with the
ASPA Executive Director or any other body in this
regard. In its discretion, the Discipline Panel may cor:
clude that a further hearing, and, if necessary,
fact finding or investigation, is required.

13. The decision of the Discipline Panel shall include a

written report of its findings and the rationale for the
conclusion. If the matter involves an alleged viola-
tion of the Actuarial Code and if the Panel determines
that a violation of the Actuarial Code has not occurred,
the decision should explain why the Panel’s conclu-
sion differs from that of the appropriate actuarial in-
vestigatory body. If the Panel determines that a vio-
lation of the Actuarial Code or the ASPA Code, which-
ever is in question, has occurred, the decision should
cite the specific Code provisions violated and explain
how the subject member’s conduct constituted a Code
violation. The Panel decision should also contain the
rationale for the disciplinary action chosen.

14. The decision of the Discipline Panel shall be pro-

vided to the subject member by the ASPA Executive
Director within 30 days after the decision is reached.
Copies of the Panel decision shall be provided to the
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Appeals

The subject member shall be entitled to appeal the
decision of the Discipline Panel by submitting a writ-
ten request for an appeal to the ASPA Executive Di-
rector within 45 days from receipt of the Discipline
Panel decision. The 45-day time limit may be ex-
tended by mutual written consent of the parties.

Upon the receipt of the written request for appeal,
the ASPA President shall designate five members of
the Board of Directors, who do not have a conflict of
interest, as eligible to serve on an Appeals Panel to
be provided to the subject member by the ASPA Ex-
ecutive Director. The Appeals Panel may notinclude
any member of the ASPA Professional Conduct Com-
mittee. In the case of a decision by the Disciplinary
Committee Panel to impose discipline against a mem-
ber for violations of the Actuarial Code, all those
designated to serve on the Appeals Panel must also
be actuaries.

The ASPA Executive Director shall notify the sub-

further ject member in writing of the names of the five mem-

bers of the Board of Directors selected. Within 30
days of receipt of this written notice, the subject mem-
ber shall advise the ASPA Executive Director of any
Appeals Panel member he or she believes might have
an actual or potential conflict of interest, provided
that he or she must state the basis for that conflict in
writing. In the event that the subject member objects
to an Appeals Panel member, the ASPA President (or,
in the event that the person alleged to have the con-
flict is the ASPA President, the President-Elect of
ASPA) shall determine, in consultation with the ASPA
Executive Director, if an actual conflict exists and if
so determined, shall appoint another member to the
Appeals Panel. The subject member shall select three
of those designated Board members to serve on the
Appeals Panel and provide those choices to the ASPA
Executive Director. The ASPA President shall select
one of those three to serve as the Chair of the Ap-
peals Panel and shall so notify the three panel mem-
bers, the subject member and the ASPA Executive
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. Confidentiality of Process

Director. The Appeals Panel shall act on behalf of cation shall not be given until the time to appeal has
the ASPA Board of Directors. expired or, in the event of an appeal, until such ap-
In the event of a request for appeal by the subject P€@l has been resolved. At the same time notification
member, the full written record, decision, and find- 1S given to the members, the ASPA President shall
ings of the Discipline Panel shall be made available /S0 give notice of any disciplinary action to the ap-
to the Appeals Panel by the ASPA Executive Direc- Propriate actuarial investigatory body, if relevant, and
tor. The appeal shall be based entirely upon the writ- {0 Other persons or organizations, including govern-
ten record and shall not include any appearance by Mental entities, which, in the opinion of the Disci-
the subject member but may include a written sub- Pline Panel, in consultation with the ASPA Executive
mission by the subject member, and any reply sub- Diréctor, should also receive notice of the action as
mission by the Chair of the Discipline Panel. Any Deing inthe best interest of the public.

written submission by the subject member must He In the event of subsequent reinstatement of the sub-
submitted within 60 days following the date of the ject member, at the request of such member, the ASPA
written request for appeal. President shall give notice of such action to all mem-

The Appeals Panel shall conduct and complete the Pers viaThe Pension Actuargnd to entities previ-
appeal within 90 days after receipt of the request for Ously advised of the public disciplinary action.

appeal. The Appeals Panel may affirm, modify

reverse the decision of the Discipline Panel. A deci:
sion to do other than affirm shall require a determi-
nation by the Appeals Panel that: (1) the Discipline
Panel's determinations were clearly erroneous and,
absent such errors, a different action is warranted;
(2) the Discipline Panel failed to conform to the Rules
of Procedure in a manner that was unduly prejudicial

Disposition

Upon the completion of an appeal, or in the case of
no appeal upon the expiration of the period for ap-
peal, the President of ASPA, in consultation with the
ASPA Executive Director, shall initiate the action
necessary to comply with the final order. In the event
| of public disciplinary action, the President shall be
and which led to an unwarranted result; or (3) the responsible _for'notifying the_ membershi_p, and any
disciplinary action imposed by the Discipline Panel other qrganlzatlons or entities, as proylded above.
was inconsistent with the seriousness of the Code Such disclosure shall not take place until at least two
violation(s) or the harm that was done. The decision PUSINess days after the subject member has received

of the Appeals Panel shall require the vote of at least notice of the final decision or otherwise reasonable
two members of the Appeals Panel efforts have been made to effect that notification. In

h | | decisi hall includ _ the event that the Discipline Panel hearing or the ap-
The Appeafs hPane I(?C:C_S'gr_] sha (Ian u ? a erttend peal results in no public disciplinary action, the ASPA
statement of the Panel’s findings and conclusions an President shall authorize the specified private disci-

shhall pe _prlpwded tolthﬁ sut;ject me"?ger- the;]Chigrof plinary action, if any. In all cases, the matter shall
Ee D|S_C|p||3n_e Panel, tdehA PAhPr_eS|dent, the A I.DA otherwise continue to be treated in a confidential
xecutive Director, and the authorized representative manner, with all records of the hearing and any ap-

of the appropriate actuarial investigatory body, if any. peal sealed and retained by the ASPA Office under

The Appeals Panel decision shall be final. the control of the Executive Director. The members
of the Discipline Panel or Appeals Panel, the ASPA
President, or the ASPA Executive Director may, how-
vestigations, and deliberations as provided in these €Vl b€ required to divulge such records by court or-
Rules. shall be confidential. der or other Ietgafl ﬁ)fr'ﬁ(;ﬁs's in sor_n(te (élr]ccumtgtances, or
as necessary to fulfill their appointed functions.
Notwithstanding the above, should there be any un- y PP
authorized disclosure of information by the subje¢t. Report on Activities

member with respect to these confidential proceed- The Chair of the ASPA Professional Conduct Com-
ings, ASPA shall have the right to respond to such mjttee shall issue an annual report to the Board of
disclosure by providing factual information aboutthe - pjrectors and to the membership that shall include a
deliberations and proceedings. description of its activities, including commentary on
The ASPA President shall notify the membersivia the types of cases pending, resolved, and dismissed.
Pension Actuaryn all instances in which the Disci-  This annual report shall be subject to the confidenti-
pline Panel orders public disciplinary action. Notifi- ality requirements and provisions set forth abawe.

All proceedings with respect to communications, in-
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plies if the benefit plan covered fewer
CONTINUED FROM PAGE 3 than 100 participants as of the begin-
ning of the plan year.
New Bonding Rules 80/120 Participant Rule: Under

ERISA §103(d), a plan sponsor or ad-
§2920.104-46 and ERISA 8103(d).Therefore, a plan with a year endingministrator may continue to file the

In order to avoid the plan audit re-April 30 became subject to thesesame form that was filed in the pre-
quirement, either at least 95% of plarregulations on May 1, 2001. vious year, even if the number of par-
assets must constitute “qualifying Generally, employee benefit plansticipants has changed, provided that
plan assets” (see below for explanafiling Form 5500 are required to en-at the beginning of the current plan
tion) or the plan’s bonding require-gage an independent qualified pubyear, the plan had at least 80 but not
ment is increased to 100% of the totalic accountant pursuant to ERISAmore than 120 participants.
non-qualifying plan assets. section 103(a)(3)(A) (does not in-  New Small Plan Bonding Re-
Effective Date: These new rules clude Form 5500-EZ filers). Tradi- quirements: For each plan year that
are effective for plan years beginningtionally, an independent qualified 3 waiver is claimed for the plan au-
after April 17, 2001. The additional public accountant’s opinion was notdit requirement, either at least 95%
bonding requirement on non-quali-attached to Form 5500 for small plansf the assets of the plan must consti-
fying plan assets should be in placer for plans filing as a small plan.  tyte “qualifying plan assets” or the
no later than the first day of the plan  Small Plan Filer Exception: The  honding requirement for the plan is
year beginning after April 17, 2001.29 CFR §2920.104-46 exception apincreased to 100% of the total non-

gualifying plan assets.

Sal L. Tripodi Named as Recipient of . %“a':ffy'_”g Plan Tssemc'“d?-.
p . Qualifying employer securities,
the 2001 Educator S Award such as employer stock, market-
The ASPA Educa- dent of PPD, a pension  able obligations, or an interest in
tion and Examination consulting firm. In addi- a publicly traded partnership, each
Committee’s divisional tion to his current work issued by an employer of employ-
chairs have selected Sal L with Tri Pension Services, ~ €€S covered by the plan or by an
Tripodi, APM, as the re- which provides training, affiliate of such employer;

cipient of the 2001 _ }f. consulting, and publishing 2. Participant loans that meet the
Educator's Award. Sal is r services relating to ERISA prohibited transaction exemption
the author of th&ERISA Outline plans, Sal serves as adjunct profes- requirements under ERISA
Book which is published by ASPA sor at the University of Denver 8408(b)(1);
and used _in our ed_ucation programSchool of Law, Graduate Tax Pro- 3 Assets held by a “regulated finan-
Sal's closing sessions at the ASPAgram. He is also partof alegalteam g institution:”
Annual Conference and the ASPAthat drafted the Corbel/FDP proto- . .
. 4. Shares issued by an investment
Summer Academy always receivetype documents under GUST. Sal )
: : company registered under the In-
rave reviews. conducts numerous seminars
: . vestment Company Act of 1940
Sal has practiced ERISA law around the country and is a frequent . .

: : (e.g.,registered mutual funds);
since 1979. He has a law degrespeaker at national employee ben- _
from the Catholic University of efits conferences. 5. Investments and annuity contracts
America in Washington, DC and  On the basis of his dedicationto ~ iSsuéd by an insurance company
a Masters in Taxation from education, ASPA is proud to honor  qualified to do business under the
Georgetown University Law and present Sal with the 2001  laws of any state; and
School. After earning his law de- Educator’s Award. 6. Assets in the individual account
gree, Sal worked for more than Pastrecipients of the Educator's  of a plan participant or benefi-
three years at the National OfficeAward include Charles J. Klose, ciary over which the participant
of the Internal Revenue Service,FSPA, CPC; Janice M. Wegesin,  or beneficiary has the opportunity

Employee Plans Division. Follow- CPC, QPA; David B. Farber, to exercise control and for which
ing his tenure with the IRS, he MSPA, EA; and Cheryl L. Morgan, the participant or beneficiary is
served for 11 years as vice presiCPC. furnished, at least annually, a
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statement from a regulated finan- of Labor's PWBA if the informa- So beware — the DOL is taking the
cial institution describing the assets tion is not available for examina- bonding issue very seriously!

held (or issued by) such institution tion. Closing note: There are some
and the amount of such assets. Requirement to Furnish Copies 9roups that don't seem to be taking

Non-Qualifying Plan Assets- of Documents: If a participant the new rules seriously. In fact, it
clude the “investments” doctors of-and/or beneficiary requests copies 0f€€ms that some of the insurance
ten put in their plans, such as limiteddocuments described above pursuaf®mpanies and agents are not even
partnerships, coins, diamonds, ando the changes in the Summary An@ware of the change in bonding re-
works of art. Additionally, real es- nual Report, the plan administratorduirements. Someone from our firm
tate interests held by parties that arenust furnish copies of these docul€cently visited the website of one of
not regulated financial institutions ments to the participant and/or benfh€ major insurance companies in
are non-qualifying assets. Stockeficiary. search of a bond for $600,000. We
certificates held by the sponsor/ To illustrate the new bonding re-Were informed that the maximum le-
trustee rather than in street name byuirement, assume that a Plan has t@?@! limit for a bond was $500,000 and
the brokerage firm or other regulatedtal assets of $500,000, of whichthey would not issue a bond for a
financial institution are also non- $400,000 constitutes qualifying plan9réater amount. Interesting!
qualifying assets. assets and $100,000 constitutes non=

SAR Madifications: The SAR qualifying plan assets. Under this ex-_.
must include certain specific infor- ample, any person who handles th‘:3:\5)Igr?:ri;.id%irtp;rlfgézﬁr’]i(C::aIiBAi’-
mation relating to: the financial in- non-qualifying plan assets of the plansweerrou Inc. (www.tagdata.com)
stitutions that hold plan assets;must obtain an ERISA bond of atan online Pe’soﬁrce fo} gnsioﬁ ro:
bonding; the right of participants andleast $100,000. Thus, if the plan's, . per pro

O L fessionals. He has been involved in
beneficiaries to year-end statementgrustee had purchased the minimum ension consulting and adminis-
and a notice that participants and berbond of $50,000, then the regulation%)ration for 22 ea?s He has an
eficiaries may contact the Pensiorrequire them to increase the bond t(RIIBA and has eyarned both the Cer-
and Welfare Benefits Administration $100,000. o .

: : : tified Pension Consultant (CPC)
(PWBA), if they are unable to exam- The regulation was designed toand the Certified Emplovee Ben-
ine or obtain certain documents.  limit pension plan fraud, provide par- s sSpecialist (CEBSF,J) ydesi na-

The summary annual report for theticipants and beneficiaries with more, P esig

) . . : . tions. Richard has been an instruc-
plan must include the following (ex- information, and to satisfy the con- .

: . L . tor for the CEBS program and is a
cept with regard to employer securi-tingent demanding, “that something .
! . . N . frequent national speaker on the
ties, participant loans, and directednust be done.” Remember, in H'R'desi n and administration of quali-
investments): 4238, bonding for small plans would _. gn 9
o fied retirement plans.
1. The names of each institution homj;awtshbecome gosé prohibitive. tU?'

ing qualifying plan assets and the®€r th€Se New bond requirements, the= - ==

amount of those assets at the enB0St of this additional protection is With Sincere Sympathy

of the plan year relatively minor —less than 1% of ad{ ~ and Hopeful Hearts
ministrative costs according to the|  |n the wake of the devastating

. events of September 11, 2000,
On December 4, 2000, the DOL| during which Xenia Murphy,
nnounced that it filed a lawsuit| Government Affairs Assistant,

_ _ - against a 401(k) plan, its Plan Spont |ost a family member, the ASPA
3. A notice stating that participantssor, and the majority owner because staff collected a generous donp-

can request, and receive withouthe plan did not have a fidelity bond.| tion for the Survivors’ Fund of the
charge, evidence of the requiredrhe Plan Sponsor’s response td National Capital Region.
bond and the information re- Question 26a of Form 5500 (“Is it|  Thank you to ASPAs membert
ceived from the financial institu- covered by a fidelity bond?”) was ship, whose continued commit-
tions regarding the qualifying “no.” At the time of the suit, the plan | ment to ASPA and support of the
plan assets. This notice shoulchad 14 participants and less than retirement plan industry, allowef
also state that participants and/o$50,000 in assets. There are no “deys to match the staff’s contributioh
beneficiaries should contact theminimis” exceptions for fiduciary du- | from ASPA's operating budget.
regional office of the Departmentties and the DOL is enforcing this.

2. For plans with more than 5% of
its assets in non-qualifying assets,
the name of the surety company,
o . a
issuing the required bond
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Technology and the New Bonding Rules

— by Angus Maclaurin

Technology and the internet are playing a valuable role in helping
panies obtain the bonds necessary for fraud protection. In the pag
of the primary difficulties in buying bonds was due to their typically s

size. Insurance brokers, naturally, seek to maximize their bottom-li

comes, and the relatively small size of most ERISA bonds makes
profitability slim. Writing one of these bonds takes a fixed amou

time and often brings little premium. For example, a $10,000 bond

approximately $100 per year, leaving very small gains for the in
Unless purchasing companies are willing to transfer all their insu

business to the broker, they are often turned away and left unable f
chase ERISA bonds. Fortunately, today’s technology is rapidly cha
the environment for purchasing and writing ERISA bonds, allowing
process to be more cost-effective for insurers and more efficient for
sion professionals.

q

The availability of insurance companies that allow TPAs to write their

own bonds via the internet is increasing. Finding these companies
always easy, as an internet search can deliver a variety of results
few examples include Colonial Surety Direatnfw.erisadirect.com,
F & D (www.fidelityanddeposit.com), Travelers\yww.travelers.com,
and CNA SuretyWww.cnasurety.con). The legal jargon used is oftg
somewhat complex, but the actual form is usually simple (typically
quiring only the name and address of the purchasing company and 3
amount of information on the trustees of the pension plan). The apy
process has been expedited and bonds can be purchased with 3
card, providing an extremely efficient process from start to finish.
some sites, you can submit the application via e-mail or through an g
application, and the bond can be issued the same day. Thanks
internet and its reach, bonds can now be written in all states and no
require long searches for a broker willing to write the bond. Some k
ing companies also include a calculator on their website, allowing cl
to input the breakdown of their assets so they can ensure that their
age is sufficient in hopes of avoiding an audit.

While the bonding requirements may be stricter and companies
have to worry about some increased paperwork, the purchasing of B
bonds has never been easier. In the insurance industry, where tg
ogy-induced change has not always occurred quickly, the wide reg
the internet has had an impact on the sales and distribution of E
bonds. In addition to being able to write ERISA bonds more quickly
clients, some TPAs have discovered that the internet-based proce
also augment their existing businesses, since some companies
referral fees to TPAs for each bond writtan.

Angus Maclaurin is an analyst working for Colonial Surety Direct,
insurance company specializing in and issuing contract surety
and performance bonds), license, permit, ERISA/Pension and
bonds.
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ostdecipient of the Martin
urer Rosenberg Academic Achieve-

gnent Award for the fall 2000-
o pusPring 2001 academic year.
gingKenneth S. Eberle iseing hon-
the oredfor his performance on the
pen_December 2000 C-3 exam. Ken
will be presented with the award

at the ASPA 2001 Annual Con-
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butléen joined Strong Retirement

Plan Services in 1997 as an

ERISA specialist. Prior to join-
n ing Strong, he spent three years
re- at Coopers & Lybrand, LLP.
» smafle received his BBA from the
rovalniversity of Wisconsin in
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Onthe University of lllinois,
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tion and Examination Commit-
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chnaintil his death in 1987. The
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for examinationcandidates (certain
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CONTINUED FROM PAGE 5

Updating Plans for GUST

EGTRRA Plan Amendments

it means the employer can be assured
that the plan satisfies the applicable
gualification requirement of the Inter-
nal Revenue Code. To understand the
expansion of reliance, a distinction is

could be made prior to the last day ofade between reliance as to the form

May Be Needed Sooner for Some the 2002 plan year without violating of the plan i(e., that the terms of the

Plans

the anti-cutback rules. However, thisy|an satisfy the qualification require-

Some plans may need to makes not the case for defined benefit p|an$nents) and reliance as to operational
amendments for EGTRRA before thewhere the top-heavy minimum gen-coverage and nondiscrimination re-
2002 deadline. This is because somerally accrues after a participant haﬁuirements €.g., that the plan satis-
changes made by EGTRRA could rebeen credited with 1,000 hours of serfies |RC Section 410(b) coverage
sultin a violation of the IRC Section vice. Thus, for defined benefit plans, jjes or IRC Section 401(a)(4) non-
411(d)(6) anti-cutback rules if madeNotice 2001-42 provides that angiscrimination requirements).

on a retroactive basis. The IRS carmmendment made for a calendar year

There are several conditions that

only provide limited relief from these plan will not violate the anti-cutback st be satisfied in order for the new
rules and has included examples ofules if the amendment for the 2002giance rules to apply:

situations where a retroactive amendplan year is adopted before May 31,.
ment can be made. 2002, or in the case of a plan using
The changes to the top-heavy rule#he elapsed time method, March 31,
present the most likely situation where2002.
a cutback of benefits could occur. For, :
: Expanded Reliance and .
example, under current regulations, % . o
. X implification of Determination
plan cannot use matching contribu-
. . o Letter Procedures
tions to satisfy top-heavy minimum :
contribution requirements. EGTRRA The IRS is concemed about re-
q ' source problems that will occur as a

has changed this rule beginning with .
2002 plan years. But there is a pote result of the GUST updating process.

. , "o help alleviate some of these short-
2?1 (:Iztbea;: '?fazengﬁ{g n;r:;ekr?g term problems, two changes to the de-
ploy ! _termination letter program were made

ment is ma(_je ona rgtrogctlvg basis t?n IRS Announcement 2001-77. First,
take matching contributions into ac-

L the determination letter application
count for top-heavy minimumeg.g., bp

the pre-amended terms of the Iolargrocess has been simplified. Second,

ould require an additional top-hea nd perhaps even more significant, the
wourd requll " P-NCAVY, les regarding automatic reliance for
minimum, yet non-key employees

. . : - employers using most prototype plans
might not be entitled to this additional .
contribution under the EGTRRA and volume submitter plans have been

. expanded. Practitioners will be able
amendment). Other examples mcludcfO use the announced changes even

sméanon; v_vherela ptl)an IS t(l)dp'heat;IVthough the IRS is required to formally

tjon E;zmstln%ru (IEESGTuél\évfeu EOt echange the rules through the issuance
p-neavy under @.be- ¢ - Revenue Procedure.

cause of either the change to the defi-

nition of key employee or the changeExpanded Reliance

from a five-year to a one-year look The IRS has expanded the extent

back for certain distributions). to which adopters of prototype and

The IRS has included a remindervolume submitter plans can rely on the

The prototype or volume submit-
ter plan that is being adopted must
have been fully updated for
GUST.

If a volume submitter plan is be-
ing used, no maodifications may be
made to the approved volume sub-
mitter specimen plan. If a proto-
type plan is being used, then the
only changes that can be made are
changes permitted under Revenue
Procedure 2000-20. Revenue Pro-
cedure 2000-20 permits (1) lan-
guage to be added to coordinate
two plans for IRC Section 415
limits or IRC Section 416 top-
heavy rules, and (2) in non-stan-
dardized prototype plans, modifi-
cation of the trust and custodial
provisions.

The plan must have eliminated
both the family aggregation rules
after 1996 (which is when these
rules were statutorily repealed)
and, if applicable, IRC Section
415(e) limits after 1999 (which is
when these rules were statutorily
repealed).

that for defined contribution plans, opinion letters issued to sponsors oReliance as to the Form of the
top-heavy minimum benefits do notprototype plans or the advisory letterPlan

accrue until the last day of the planissued to sponsors of volume submit-

If the general conditions set forth

year. Thus, the EGTRRA amendmenter plans. If an employer has reliancebove have been satisfied, then an
dealing with the top-heavy changesas to a particular aspect of a plan, theemployer using a prototype plan
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(stardardized or non-standardized) orReliance as to Operational

volume submitter plan will have reli- Coverage and Nondiscrimination
ance that the form of the plan satisfiefRRequirements

the qualification requirements. Thisis The general rule is that an em-
similar to the prior reliance that wasployer using a non-standardized
granted to adopters of standardizegrototype or volume submitter does
plans. It is also one of the most signot have reliance as to any of the
nificant changes the IRS has made tgoverage and nondiscrimination re-
the determination letter programinrequirements of IRC Sections
centyears. Many practitioners may no#01(a)(4), 401(a)(26), 401(l), 410(b),
have had enough time to fully analyzeand 414(s). There are, of course, ex-
the implications of this Announcement.ceptions to this general rule. How-
The real impact of the change will notever, both the general rule and the
be fully realized until practitioners be-

gin updating plans for GUST.
its fairly easy to understand WhyThe changes to the top-heavy rules

the IRS made this change. The unpresent the most likely situation where
derlying language in a prototype or

volume submitter plan has already@ CUtback of benefits could occur.
been approved by the IRS. There

fore, as long as an employer does nadxceptions make sense. If a plan is
deviate from the approved plan, theretryctured to automatically satisfy a
is generally no document language:overage or nondiscrimination re-
that needs to be reviewed by the IRQuirement, then the IRS is willing to
as part of a determination letter reprovide automatic reliance regarding

quest. Thus, itis logical that the IRSthat particular requirement. For ex- o _
gives an employer automatic relianceample, if a plan only excludes statu-2¢emed Determination Letter if

that the terms of the plan satisfy thgorily excludable employees underAutomatic Reliance
qualification requirements. IRC Section 410(b), then the em- If an employer has full or partial
There is only one exception to thisp|oyer will have reliance that the planreliance regarding the plan’s form,
rule. An employer generally does nosatisfies IRC 410(b) coverage rethen the employer is deemed to
have reliance with respect to the progyirements. have a determination letter for IRS
visions of the plan that relate to IRC * The specific exceptions to the genPurposes. This reliance will actually
Section 415 (limitation on benefits) or o1 rule are: serve three purposes. First, the em-
IRC Section 416 (top-heavy rules) if. Adobters of standardized roto_ployer is entitled to use the IRS cor-
the employer maintains two plans. i ep lans have reliance onpall Ofrection programs that require
This is because in situations where tﬁz cgvera e and rlorloliscrimina_determination letters. For example,
two plans are maintained, plan lan- tionre uire?nents This is becaus In order to use what was known as
guage must be reviewed by the IRS standgrdized Iéns must be de. CR, now VCO, an employer is re-
to ensure that the two plans are prop- signed to avoidpa violation of thesequmEd to have a determination let-
erly coordinatedi(e., which plan will reg Uirements ter. Second, when updating a plan
reduce benefits to satisfy IRC Section g ' for GUST, a submission is NOT re-
415 or which plan will provide the top- ¢ If 100% of all nonexcludable em- yired in order to use the “12-

mitter plan has reliance on the re-
guirements of IRC Sections
401(a)(4), 401(k), and 401(m) if
the employer elects to use a safe
harbor definition of compensation
(e.g.,no exclusions of bonuses,
overtime or commissions) and a
safe harbor benefit or allocation
formula (such as an allocation that
is pro-rata based on compensation
or that follows the IRC Section
401(l) permitted disparity rules).
However, an employer does not

have reliance on IRC Sections
401(k) and (m) if the employer
elects to provide an ADP/ACP
safe harbor contribution to another
plan.

heavy minimum). However, if the two
plans are “paired” with each other,
then the employer will have reliance

ployees benefit under a non-stanmonth rule.” (Ordinarily, to use the
dardized plan or volume submit-«15_month rule” to extend the

ter plan, then an employer has regysT renedial amendment period,

as to the terms of the plan relating to liance that the plan satisfies IRCgpmission of the plan within the
IRC Sections 415 and 416. “Paired” Sections 410(b) and 401(a)(26)extended deadline is required if the
plans are standardized adoption agree- (€xcept with respect to a prior ben-empjoyer does not have automatic
ments of the same prototype sponsor €fit structure). reliance.) Third, it may alleviate any
that have the coordinating language An adopting employer of a non- bankruptcy protection concerns (dis-
already approved by the IRS. standardized plan or volume sub-cussed later in this article).
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Of course, reliance on a prototype The tougher issue for practitionersSince there is no definition of an
opinion letter or volume submitter ad-to decide is where an employer ha&RISA qualified plan, some jurisdic-
visory letter would not cover those ar-reliance regarding the form of thetions, such as Florida, interpret the term
eas where the employer has nglan but no reliance regarding theto mean a tax-qualified plan. In those
automatic reliance. But, in most cases;overage and nondiscriminationjurisdictions, creditors will argue that
those areas are limited to operationalules. For example, an employer thathere is some disqualifying defect with
coverage and nondiscrimination re-uses a volume submitter to establisfthe plan and will attempt to attach the
quirements and it is expected that mos? cross-tested plan would generallyassets. In order to alleviate this prob-
practitioners will not file for a deter- have reliance as to the form of theem, some practitioners may still want
mination letter solely for those issuesplan (assuming all the conditions forto obtain a determination letter. The
Likewise, in cases where there is ndeliance have been satisfied), bulRS is aware of these issues, which is
reliance on some portions of the plarfhere would be no reliance as to théne of the reasons why an employer
(such as IRC Sections 415 and 41 @ondiscrimination requirements. Tothat has automat'|c reliance as to all or
when multiple plans are maintained)have such reliance, a determinatiofpart of the plan is deemed to have a
many practitioners may decide that detter would be needed. determination letter.

determination letter covering those is- Many practitioners question changes to Determination Letter
sues will have little value. whether it is worthwhile obtaining a procedures
letter for coverage and nondiscrimi- | aqdition to expanding the reli-

Why Submit a Plan if an Employer  nation requirements. These tests mUsfnce rules, the IRS made changes to
has Automatic Reliance? be performed annually and the nuMype determination letter process. The
Clearly, one of the IRS' goals is thaters change as the employee demenanges to the determination letter
the expansion of reliance will reduce theyraphics change. Supposedly, WheBrocess use the same distinction that
humber of determination letter applica-a determination letter is requested fofs made with respect to the expanded
tions. There is no doubt the change wilihese issues, the IRS rules on thgsjiance rules. Under the new proce-
reduce the number of applicationsmethodology being used to test theyres, a determination letter request
However, the extent of the reductionplan. A growing number of practitio- can be made for just the forrhe(,
will not be known until the GUST up- ners are comfortable with the testingerms) of a plan or a request can be
dating process has ended. methodology they have been usingnade for the operational coverage and
Itis likely that practitioners who, and will most likely not see an ad- nondiscrimination requirements.
in the past, had been using standardantage in obtaining a determination | the past, when a determination
ized adoption agreements, will beletter for these issues. However, thergstter was requested, certain informa-
comfortable not filing for determina- are other situations where a determition regarding the coverage and non-
tion letters on volume submitter andnation letter request would still be giscrimination requirements was
non-standardized plans. Also, it isdesirable. For example, some practirequired to be included. Most of this
likely that firms who have a large tioners might want to obtain a deternformation was covered in the Form
number of plans to update may avoidnination as to whether two entities ar&s300 Schedule Q series applications.
submitting plans whenever possiblepart of an affiliated service group.  Now this information is optional. For
However, there are situations where One final concern relates to the Proexample, if a sponsor does not want
practitioners will file plans for deter- tection of plan assets in a bankruptcyhe determination letter to cover IRC
mination letters even though the plangroceeding. There is a bill that hassection 410(b) coverage tests, then
have automatic reliance. been pending in Congress for quitahe coverage information for the plan
Some practitioners just feel com-some time now, and it is not cleardoes not need to be submitted with
fortable having a determination letterwhether the bill will pass. But one of the determination letter application.
from the IRS. There are others whahree methods in that bill for protect-1t is expected that many practitioners
want to submit a plan to the IRS toing plan assets is having a determinawill not request a ruling on these op-
make sure all available options in thetion letter. Even if the bill does not erational issues. This will be espe-
document have been completed corpass, in some jurisdictions, bankruptcycially true when a plan is passing the
rectly. In addition, as part of mergersprotection is provided if the plan satis-IRC Section 410(b) coverage test by
or acquisitions, many practitioners likefies the qualification requirements ofusing the ratio percentage test. Thus,
to have determination letters for thethe Internal Revenue Code. The Suthe ability to request a ruling on just
underlying plans before a merger of thgogreme Court held that a plan has prothe form of the plan will save a sig-
plans or businesses takes place. tection if it is an ERISA qualified plan. nificant amount of time.
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There is an exception where theChanges to Determination Letter

coverage and nondiscrimination in-Procedures for Multiple And Justice for All
formation will be required to be sub- Employer Plans
mitted, which occurs when IRS Currently, when a multiple em- Thergt;’;‘;e Z‘:(;)‘t’aﬁowers'
Form 5310 i§ bging filed for a plan plqyer plan (a non_—colle_ctive_zly bar- Then timZ stood still —
that is terminating. In that case,gained plan that is maintained by as we watched them fall.
demonstration of compliar_lce_z_ with two or more employers that are not We know that our lives,
the coverage and nondiscrimiiem  part of a controlled group or an af- As they were then,
requirements will still be required filiated service group) is submitted  Will never be quite the same again.
with the application. for a determination letter, a separateé  where once there was laughter,

By the time this article goes to applicgion (Form 5300) must be There now are tears —
press, the IRS should have issuegubmitted for each Sponsoring em-And profound sorrow and newfound fears.
new determination letter applicationployer. Under the new procedures, a Our smiles have faded
forms to reflect the changes in thedetermination letter may be re- And now we cry. ) )
determination letter procedures. Thajuested for the plan (in which case a e Wake each day and wonder, “Why?
new forms must be used for submisseparate application for each spon- BIREIE EREE IIEre T ()7
sions made after December 31, 2001s0ring employer is not needed) or for Asﬂg;rﬁigsgr:z fr‘?e'?]ds
For submissions made prior to ZOOZQaChh?T]mOyef maintaining thl? Plan search for loved ones in vain.
the old forms may be used. If the(in which case a separate application Where once there was trust,

old forms are used, then the An-for each employer is required). If a There now is fear.
nouncement provides instructions agletermination letter is requested for The fate of our future is no longer clear.
to which parts of the form need to beeach employer, then each employer 010 once there was peace,

completed based on the scope of theay elect whether to request a de- There now is a war
determination letter being requestedt_ermination letter covering the Of a type that our country
For example, if a request for a rulingcoverage and nondiscrimination re- hasn’t known before.
is not being made for the coverageduirements. Yet amidst the destruction,

Many heroes emerge.

and nondiscrimination reqwrements,Condusion A new beginning is on the verge.

then the IRC Section 410(b) cover- 1hq year 2002 will be a busy year .

age information does not need to bg,, anyone responsible for updating T m——

completed on Schedule Q. _plans for GUST and EGTRRA. The To remember the fallen
Another change to the determi-changes made to the determination and honor the brave.

nation letter process may be a CoNetter process will lessen the burden. Where once we rushed,

cern for some practitioners and IRSg\vever, a significant amount of We now go slow

agents. The IRS will also no longerijme will still be needed to update And take the time to say “hello.”

include any caveat on the actual dep|ans’ especially for EGTRRA. Where once we were focused

it Wi . . Now we open our wallets

be up to the applicant to retain copmination or merger of money pur-

ies of everything submitted with the chase plans into profit sharing/401 (k) WIS G O )

With our own affairs,

application. The d_eterminatio_n |et'plans. Just keep in mind — the wolf Now we make more time
ter may only be relied upon with re-js coming! a for hugs and prayers.
spect to those |t(_ams that were Where once we were separate,
requested to be reviewed by the IRS Now together we stand.
and for which the applicant has re-Robert M. Richter, JD, LLM, APM, is We talk heart-to-heart
tained the necessary records. Théhe Director of Technical Services at and we walk hand-in-hand.
reason for this concern is thgpon SunGard Corbel Inc.in Jacksonville, Our foundations were shaken,
an IRS audit, it will not be readily FL. Robert is a member of ASPA's et Wef(';a”dNSIiF’”g and tall.
ne Nation,

apparent on the face of the determiGovernment Affairs Committee, The under God, Indivisible —
nation letter the extent of the reli- Pension Actuary Committee, and the  jith Liberty and Justice for All”
ance. The concern is whether thisducation and Examination Com-

situation will create more work for mittee (where he is chair of the C-4

the agent and practitioner. examination subcommittee).

by Chris L. Stroud, MSPA
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CONTINUED FROM PAGE 6

The Perpetual Question

internal asset allocation program
utilizing 5-8 main menu funds.
As aresult, the mutual fund fam-
ily is paying a sub-TA per par-
ticipant, averaging six funds un-
der this scenario, as opposed tg
the industry average of 2-3
funds. The industry has come a
long way since the days of the
guestionnaire that is scored by
points and the subsequent
completion of quarterly paper
transfer forms.

. Recordkeepers Retaining Par-
ticipant Rollovers — Instead of
losing assets to traditional finan-
cial service firms, recordkeepers
are providing terminated par-
ticipants one click rollovers via
their website or paper form,
thereby allowing them to retain
the same funds. This task is ac-
complished by simply moving
the participant’s account to a
recordkeeping master file, which
allows the recordkeeper to re-
tain the sub-TA's and potentially
begin collecting the 12b-1 fee
(if a broker was attached origi-
nally). Directed trustees capi-
talize on this approach as well,
as it allows them to continue
receiving basis points at the
same or higher rates for IRA
trustee services. While this ap-
proach is great for the bottom
line, recordkeepers must pro-4.
vide service levels commensu-
rate with their traditional
rollover competition €.g.,
banks, mutual fund companies,
and brokerage firms). In addi-
tion, participants may be under
a false sense of security because
they are under the impression
that a professional selected the
funds for all of the right and pru-

A THE PENSION ACTUARY

dent reasons. In reality, it is
probable that the plan sponsor
will change their fund menu or
recordkeeping administrator
within five years.

Online Brokerage Accounts —
Whether you like them or not,
online brokerage accounts are
here to stay. The future trend
with online brokerage firms is to
provide recordkeeping service
providers clearing services
within the online brokerage ac-
count. Essentially, the online
brokerage firm will limit the ac-
count to traditional mutual funds
and allow participants to trade
directly at their account level,
not at the recordkeeping level.
Successful service providers
will solve the tri-technology di-
lemma of integrating clearing,
recordkeeping systems, and bro-
kerage accounts. Itisironic that
consultants or “experts” who do
not espouse online brokerage op-
tions often indicate that plans
should limit the amount of a
participant’s account balance
that can be transferred into ang,
online brokerage accountg.,
20%-50%). This logic is the
same as that used in the past
when plans first added Equity
Funds or when International
Funds were introduced.

Stable Value Funds -+n a vola-

tile, flat, or down market, Stable
Value Funds are participant fa-
vorites. Historically, Stable
Value Funds provide a 1%
higher return as compared to
money market funds. Given the
often higher Stable Value
Funds, offering these funds
should be a no-brainer when
creating a plan menu. A clear
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trend in the marketplace is for
recordkeepers to default to a
Stable Value Fund that provides
for revenue sharing. It idaut
time recordkeepers start making
money that compensates them
for their work and future risk
(since recordkeepers are often
first sought for any issue or er-
ror).

5. Full Disclosure of Revenue

Sharing — Although it may not
be in writing or in an annual
statement, investment advisors
and brokers arimcreasingly dis-
closing the compensation they
receive from fund families. Oth-
erwise, the advisor can look like
he/she is hiding the ball when
compared to another competitor.
What is ironic is that in the late
1980’s and early 1990’s, some of
the top investment advisors were
charging a fully disclosed asset
fee on top of their recommended
funds. Due to competition and
built in sub-TA fees, charging a
fully disclosed asset fee ap-
proach is a difficult sell, espe-
cially with many so-called “con-
sultants” pushing approaches
with fees built into the funds (or
soft dollars via remuneration).

Asset Allocation Funds —Pro-
fessionally managed asset alloca-
tion funds that provide excellent
communications and participant
tools are often preferrable for bet-
ter long-term success, even con-
sidering increased fiduciary re-
sponsibility. At a minimum, a
fund of funds approach is better
than nothing at all. It is discour-
aging to hear “experts” touting
that asset allocation funds are
failures, claiming they are diffi-
cult to communicate to plan par-
ticipants. What is often viewed
as ridiculous is traditional com-
munication campaigns of a ques-
tionnaire and a point system



proceeding to a default fund or
group of funds. With the technol-
ogy and customer service avail-
able today, asset allocation funds
can be a perfect fit for every de-
fined contribution plan, especially
with the availability of one-on-one

verbal advice. Most importantly,

individual investors (especially

high net-worth investors) have
been receiving this level of service
and type of service from their in-
vestment advisors, so why would
the same service be suitable fol
their 401(k) assets?

Successful Service Providers of
the Future

The defined contribution admin-
istration sector is a very difficult ser-
vice market, as clients demand the
latest in technology, an error free
environment, low or no out-of-
pocket fees, and no participant law-
suits. Successful providers will
offer a fair balance of services, anc
in fact, the winners may be those
who take on a formal fiduciary role,
as well as provide direct advice to
the participant.

Firms that take fiduciary respon-
sibility and offer viable service
guarantees will have an edge ove
those that daot. Since very few
recordkeeping service providers,
consultants, and investment advi-
sors take direct and full fiduciary
responsibility, even though the bes:
legal minds and leaders in our in-
dustry believe it is implied, why not
take the final stepa

Keith Clark of DWC Consultants has
over 16 years of employee benefit
consulting experience, with an em-
phasis onrecordkeeping administra-
tion, plan consulting, investments,
and trust reporting. Keith is a fre-
guent speaker and writer, and was
named one of the top 401(k) consult
ants by Pension Management Maga
zine in December 1995.
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WELCOME NEwW MEMBERS

Welcome and congratulations to ASPA’s new members

and recent designees.

CPC

Helen M. Brown
Eric C. Droblyen
Kenneth S. Eberle
Michael P. Jewer
Deborah L. Mclntire
Merlene K. O'Neill
Steven C. Semler
Suzanne D. Smith
Chris R. Stencel
Susan Fischer Trost

QPA

Margaret Culver
Donald N. Dalessandro
Peter J. Falkowski
Kelly D. Gardner
Michael L. Humber
Sharon A. Lafferty
Meredith D. Lavelle
Joan |. McWilliams

Karen A. Mink
Richard M. Perlin
Gina Christine Peters
Anthony N. Rios
Joan E. Scherer
Tommy M. Stringer
Jonathan B. Weldon

QKA

Edward T. Angello
Lori S. Avila
Lori F. Berliner
Stephen H. Bowen
Carol J. Bowles
Nancy M. Brown
Joelle Calandra
Deborah L. Chaffee
Michele A. Cieszynski

Lisa P. Clontz
Andrew D. Cox
Shelia R. Cox
Margaret Culver
Teresa A. Devick
Rita K Edwards
Paul R. Erickson
Peter J. Falkowski
David C. Fillo
Scott G. Fischer
Nicole R. Fornaci
Scott G. Freeman
Kelly D. Gardner
Lauri L. Grajewski
Beth A. Grenci
Lihong Guo
Suzanne P. Hansen
Amy R. Hawkins
Jeffrey H. Horstman
Melinda G. Hughes
Michael L. Humber
Elizabeth A. Johnson
Patricia D. Kirby
Phyllis A. Koranda
Lori L. Larson
Meredith D. Lavelle
Deborah A. Lavigne
Robert M. Lee
Tina L. Leonard
Sze F. Margate
Jeanne M. McClay

Dianna A. Ray
Darlene Rice Reinecke
Henry E. Riger
Michael Ruda
Mary F. Smith
Mary Snyder
Diane Souza
Geoffrey O. Stallings
Daniel S. Szuhay
Michael E. Tripodi
Eric C. Wallace
Sandra K. Webb

Lori L. Wenzl
Bradley W. Whitley
Nancy K. Whitney

Rebecca M. Wiegand
Cindy L. Wilson

Affiliate
Wendy C. Bicovny
Shannon L. Childress
Nan Chyo

Kim A. Cooley
Amy B. Crosby
Donald N. Dalessandro
Barry H. Davis
Steven A. Ferguson
Igor Golubov
Kara A. Hall
Charles G. Humphrey
Phyllis A. Koranda

Kathleen McKeon-Sykes David H. Langhorst

Donna M. Merritt
Sean E. Miller
Judith A. Muehlbauer
Lisa A. Murphy
Jason R. Oesterlei
Clyde A. Palmer
Scott A. Pemberton
Sandra K. Puntney

Tonia R. McBride
Ada A. O’'Connor
Tammy M. Pate
Gary C. Pokrant
Nicole E. Rodman
Kelley D. Stanton
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CONTINUED FROM PAGE 7

International Congress of Actuaries

the Congress itself, the 33rd ASTINe
Colloguium and the 12th AFIR Col-
loquium are also taking place in
Cancun. ASTIN (Actuarial Studies
in Non-life Insurance) and AFIR
(Actuarial Approach for FInancial
Risks) are two sections of the Inter-
national Actuarial Association. The,
International Association of Con-
sulting Actuaries (IACA) is the third
section.

Scientific Program
The scientific program will in-

clude both plenary and parallel ses-
sions (similar to those seen at
ASPA's Annual Conference). Ple-
nary sessions will focus on topics
of general interest to the profession,
and parallel sessions will focus on
specific topics of interest to each
area of specialty. There will be two
kinds of parallel sessions — shared

these issues. These reports will be
presented in the form of posters and
will be published in the Transactions
of the Congress.

Other papers on a wide range of
There will be a session on “Pen-topics will be prepared by individual
sion and Health Reform in De- actuaries and will be discussed in
veloping Countries” organized by one of the parallel sessions. Papers
the IAA Committee on Advice will be eligible for a number of
and Assistance that will analyzeprizes, as shown on the website. The
reform models, as well as currentdeadline for submission of papers
results and future perspectives. was September 1, 2001.

The American Academy of Ac- Cultural Program

tuaries (AAA) will organize a 5 Agpp actuary attending only

session on “Professmnahsm’_’ thatthe second half of the Congress is
W'“ count .toward core contmu-_ eligible to participate in an optional
N9 e_ducat_|on requirements. Th'stour to XCaret on Tuesday evening.
session will explore the three pil-y 46t js an emotion-filled experi-
lars of professionalism (qualifi- onca of light and sound that high-
cations to provide professionaljjghig ancient traditions and an
services, adherence to theynorgettable contact with Mayan
profession’s standards of prac-cjyyre. The tour ends with a spe-
tice, and compliance with ethical .i| dinner.

standards) through a mock coun- \yeqnesday is set aside for the ex-

seling and disciplinary hearing pegition to Chichén Itza (described
involving pensions with an inter- above).

national twist. There are four parallel sessions,

sessions and those devoted to dis- One additional feature of the each 90 minutes long, set aside for

cuss papers submitted by actuarieCongress will be the presentation ofThursday as well as two sessions on
Shared sessions will be organizegapers written especially for theFriday morning.

by some IAA committees and with meeting. Actuarial Associations, in- On Friday afternoon, the Con-

North American actuarial organiza-cluding ASPA, will present reports gress concludes with a Closing Cer-

tions (including ASPA). Three ex- discussing the challenges facingemony and a gala dinner.

amples of shared sessions are: each association in terms of educa- On Saturday, an optional tour to

« ASPA and the Conference oftion, regulations, and professional-Tulum and Xel-Ha is offered. Tulum
Consulting Actuaries are organiz-ism’ and ways in which to deal withis the only Mayan city built on a cliff

ing a session entitled “Impact of
Global Demographic Changes in
Retirement Systems.” There have
been significant recent worldwide
shifts in the shape of populations
as well as overall mortality im-

provements. The implications of
these changes on projections of
costs of retirement systems, in-
cluding the integration of public

and private benefit systems, and
the challenges to the actuaria
community of first studying and

then communicating meaningful
results will be explored.

Notice of Disciplinary Action

On July 22, 2001, ASPA's Board of Directors, pursuant to the curfent
disciplinary procedures, voted to expel the following two members|for
violations of the ASPA Code of Professional Conduct.

Nick F. D'Adamio
Ralph Paladino
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and Xel-Ha is the largest natural
aguarium in the world.

ASPA and the IAA

ternational Actuarial Association
and has been involved in IAA ac-
tivities sincethe IAA was e-consti-

tuted in 1996. In coordination with
the four other US actuarial organi-

the Communiqué button with all

the appropriate linksCorrespon- Curtis E. Huntington, APM, is Pro-
dents are encouraged to communifessor of Mathematics and Direc-
ASPA is a Full Member of the In- cate this information within their tor of the Actuarial and Financial

organizations. Mathematics Program at the U

ni-

Questions on the content ofyersity of Michigan in Ann Arbor,

the newsletter should be ad-M|. He is a Director of ASP

dressed to the IAA Executive Chairman of ASPA PERF, Qua
Director, Nicole Séguin at Control Chair of the Education

A,
lity
&

zations and in accordance with thenicole.seguin@actuaries.org Examination Committee, and
Working Agreement, ASPA applied while technical questions on accessASPA’s Delegate to the IAA. Curtis

for membership.
The IAA is an Association of As-

sociations with more than 40 Full

Members and approximately 25 Ob-

server Members in more than 50
countries, covering over 29,000 in-
dividuals who are full members of
their associations. FSPAs are auto
matically qualified as members of the
IAA by virtue of their membership
in a Full Member Association. Each

member organization appoints a delt

egate to the IAA. In addition, each
organization is eligible to appoint
members to the various operating
committees of the IAA. Currently,
ASPA is represented on IAA's Edu-
cation Committee, IASC Employee
Benefits Accounting Standard Com-
mittee, and the Nominations Com-
mittee.

Cancun 2002

| hope that you have found this
information about the upcoming
Congress in Cancun of interest ang
that you will consider attending this
unique event. This is the opportu-
nity to participate in a high-level
scientific program in a lovely
venue. The North American actu-
arial organizations are committed
to making this Congress an over
whelming success. We hope tha
you will join us in Cancun in March
2002.

IAA News

The June 2001 issue of the IAA
Newsletter is available on the IAA
websitewww.actuaries.orgunder

ing the links in the document shouldhas been involved with the Can

cin

be addressed to Christian Levac aDrganizing Committee since it was

christian.levac@actuaries.org o first established.

Reach the
pinnacle of
success!

Sales
Summit

401(k

Do you actively sell, market, support, or influence the sale
of 401(k) plans?

If so, this is one event you won’t want to miss!

insights and new approaches that will help grow your retirement
business.

* Hear from industry experts — the best of the best

» Participate in sessions focused on maximizing your 401(k) cross-s
opportunities, turning retirement trends into opportunities, prospe

Scheduled workshops and breakout sessions are
designed to improve your marketing efforts and s

J increase your overall sales production.

¥

Exhibitors and Sponsors are welcome to SUppofif .=

this inaugural event! =
=)

Watch for more information coming soon. T
find out more, visit our websiteatvw.aspa.org
or contact the Meetings Department
(703) 516-9300 omeetings@aspa.org

I Mark Your Calendar Today!
Feb. 28 - Mar. 22,2002
401(k) Sales Summit
Doubletree Paradise

Valley Resort

Scottsdale, Arizona

Graphic art provided by Hartford Life

SEPTEMBER-OCTOBER 2001 A THE PENSION ACTUARY

techniques, investment and market perspectives, and much more.

The 401(k) Sales Summit is a one-of-a-kind conference guarantged to
bring your business to new heights. Learn about unique prospecting

plan

» Learn new sales techniques to grow your assets under manageiment

elling
Cting
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ASPA QKA
Online Kit

Now Available at
http://www.aspa.org/qka/

Find QKA examination information,

register for exams, order publica-
tions, and get all of your questions
answered with the click of a button!

You no longer have to search ASPA's
website or thé&ducation and Exami-
nationProgram Catalodor QKA in-
formation and forms — all applicable
forms and information can now be
found in one convenient location.
ASPA's new online QKA kit con-
tains an exam registian form, a
publications order form, course
information, deadlines, fees, and a
list of the most frequently asked
guestions about the Qualified 401(k)
Administrator designation. To
download the QKA online kit, visit
http://www.aspa.org/gkal.

The QKA Credential is Appro-
priate For Many Career Paths

ASPAs QKA credential is appropri-
ate for anyone involved in 401(k) ad-
ministration, recordkeeping, and
nondiscrimination testing. Our inten-
sive training program will enhance
your role as a 401(k) professional,
as well as your credibility within the
retirement plan field. The topics cov-
ered in all five courses directly re-
late to the issues you face in your
daily work.

Download the QKA online kit now
to order and submit the take-home,
self-study, PA-1A, PA-1B, and Daily
Valuation exams before the Decem-
ber 31, 2001 deadline. For more in-
formation, contact ASPA's education
department at (703) 516-9300 or
gkainfo@aspa.org
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2001 ASPA Annual Conference...
Bigger & Better Than Ever

The 2001 ASPA Annual Conference is shaping up to be the biggest
and best ever! Sessions will be held at both the Grand Hyatt Hotel
and the Marriott Metro Center Hotel across the street. The Confer-
ence agenda includes 70 interactive workshop sessions on a diverse
range of topics. In addition, the general sessions will feature the latest
information on EGTRRA, government affairs, Q&A with the IRS and
DOL, and an update of the activities of the PBGC.

The workshop sessions includBesolving Form 5500 Issues; Cash
Balance Plans — Exactly How Do They Work for Small Plans?; The
Effects of Mergers and Acquisitions on 401(k) Plans; Running a Suc-
cessful TPA Firm; Recognizing a Prohibited Transaction; Revitaliz-
ing DB Plans; How to Administer an ESOP Plan; and Designing Plans
After EGTRRA The workshops will be scheduled concurrently start-
ing on Sunday afternoon and finishing on Wednesday morning with
the popular closing sessidfeeping Currentpresented by Sal Tripodi,
APM.

In addition to countless opportunities for education, this year’s Con-
ference will also include Visits to Capitol Hill. ASPA has set aside
three hours mid-day on Tuesday for attendees to meet with their rep-
resentatives on the Hill to discuss pension issues. ASPA will make
the appointments and provide transportation and box lunches, leaving
participants to concentrate on this chance to have their voices heard.

The ASPA Annual Conference promises many opportunities to so-
cialize and network with colleagues and old friends. The Sunday
evening President’s Welcome Reception is open to all attendees.
Monday’s highlight will be the Conference luncheon with a perfor-
mance by the Capitol Steps, a local improvisational troupe that sati-
rizes the inner workings of Washington and the federal government.
Tuesday night will feature a Gala Reception and Chat Room. This is
a great occasion to enjoy cocktails and hors d’oeuvres with your col-
leagues and dance to the music of Sound Connection, an enormously
popular big band that will keep everyone moving! If you prefer a
quieter atmosphere in which to talk and unwind after a long day of
sessions, there will also be a chat room available with a selection of
desserts and coffees.

The Exhibit Hall will include three areas of booths displaying the
latest products and services offered in our industry. Coffee breaks
will be held in the Exhibit Hall, providing ample time for vendors and
conference attendees to meet. There will also be door prizes awarded
in the Exhibit Hall throughout the Conference.

Make your plans now to attend the 2001 ASPA Annual Conference.
For more information, or to register online, visitvw.aspa.org

We look forward to seeing you!
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Focus on ABCs

ASPA Benefits Councils:
Bringing ASPA to You!

by Stephen H. Rosen, MSPA, CPC, and Carol J. Skinner, QPA

0 you need a convenient and inexpensive way to e@&sionals in their community. All

continuing education credits? Would you like oppo#! this is accomplished at the lo-
. . . . . cal, versus national, level, making
tunities to network with other pension professionals in yQiiticipation convenient and cost-

community? Would you like to be kept up-to-date witkffective.

: ; ou do not need to be a member
industry developments and enhance your professional ed%? EPA in order to attend council

tion and knowledge without going too far from your homezetings or to become a council

In order to extend educational opportunities and provide@mber. Each local council is

. . . ctured to meet the needs of the
means for employee benefits professionals to benefit yqi%%l community and, as such, the

round from ASPA activities, ASPA promotes the establiSkbuncils’ membership base and

ment of ASPA Benefits Councils (ABCs). meeting topics are quite diverse.
Council members include attorneys,
ABCs are ASPA's effort to of- efits professionals to acquire con-CPAs, insurance professionals,

fer education to benefits profes-tinuing education, keep current onhealth and welfare pretsionals,

sionals at the local level. ABCswhat is going on in the field, and actuaries, human resource profes-
provide a means for employee bennetwork with other benefits pro- sionals, sales and marketing profes-
sionals, investment professionals,
and more. Each ASPA council gen-
erally holds four to six meetings a

ASPA Benefits Councils Calendar of Upcoming Events
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Date Location Event year. Meeting and contact informa-
October 17  Delaware Valley Panel Discussion: Participant tion is located in the Local Council
Investment Advice in Defined section of ASPA’'s website at
Contribution Plans www.aspa.org
Speakers: Charles F. Catagnus, Allen P. Fineburg, APM, Esq., Teri ASPA currently supports ten
Nicholaou Francino, Mark Stasch ABCs in the following locations:
October 17 North Florida EGTRRA Update Atlanta, Chicago, Central Florida
Speakers: Michele Lellouche and Kevin Merrill (Orland_o), CIeV_eIand’ Delaware Val-
ley (Philadelphia), New York, North
October 18 Cleveland EGTRRA - A Case Study Florida (Jacksonville), South Florida
Panelists: William McNamara, QPA, Michael Olah, and McKim Wertz (Ft. Lauderdale), and our newest ad-
October 24 South Florida EGTRRA Review, Design ditions, Western Pennsylvania (Pitts-
Opportunities and Amendments burgh) and the Texas Gulf Coast
Speaker: David Tenenbaum, QPA, Esq. (Houston).
December 6  Chicago tba Bengflts t(.) an ASPA Beneflts_
s _ Council and its members include:
peaker: tha .
ASPA office support; ASPA mem-
December 13 Cleveland QDRO’s ber network; recognition as an
Speaker: tha .
Continued on page 31
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Focus on CommiTTEE FOR PoLITICAL ACTION

The Power of the
(ASPA) PAC k

by Karen Jordan, CPC, QPA

SPA's Political Action Committee (ASPA PAC) isplayed an important part in getting

working for you — each member of ASPA — wheth@pnsion reform passed.”
Brian Graff, Executive Director

you're an ASPA PAC member or not. ASPA PAC sends;ges, “The ASPA PAC made impor-

strong message to federal candidates that the congressiaia&bhmpaign contributions to many

outcomes of pension issues are important to you, whictfjfje key members of Congress who

. . ere critical players in ensuring that
turn increases the power of your membership in ways th&sion reform was included in the

ASPA alone never could. recent tax legislation, despite resis-
tance from the republican leader-
What is a PAC? cal system is designed to accomship.”

Political action committees were modate diverse views. Diversity But the work is not over! Real-
created to bring groups of people toadds up to thousands of interesistically, the work is never over.
gether who share common interestgroups (representing a multitude ofEvery year, numerous pension is-
in advancing their positions in the po-subject areas) demanding attentiosues come before Congress. Even
litical campaign process — a firstfrom Congress. The reality is thatnow, important issues remain on the
amendment right. it takes more than facts and educapolitical table €.g., repeal of the

With PACs there are no hiddention to get our message across osunset clause which adversely af-
monies. PACs are subjectto a highlycapitol Hill. What's an ASPA fects the new provisions, elimina-
regulated, fully public process for fi- member to do? tion of the unfair top-heavy rules,
nancially providing assistance to can- ASpA, as a not-for-profit corpo- and PBGC premium reform). To
didates. The same assistance is Vitghtion, is prohibited from contribut- keep our efforts going we need the
to virtually all candidates, given the g to federal candidates. ThereforeASPA PAC to be able to continue
increasingly impossible financial de- e ASPA PAC is the only way the in-supporting those members of Con-
mand of running for office in our creasingly powerful name “ASPA” gress who share our professional
country. When the private pensioncg pe ysed to financially support canphilosophies.

system has a candidate that undegjgates who can advance our MeMey 0w You Can Help
stands our profession and the retirep o o’ shared interests. Our ASPA PAC Given our national tragedy, loss

ment needs of Americans, We Needs one of the most effective ways We€and harm to fellow Americans, we
that person to return to Capitol Hill. ., endorse, through the power of &scoqnize that vou mav be called o
The ASPA PAC helps make that hap- g y y

group, those members of Congresgontripute funds to other supportive

pen. who have worked hard to support ou§,enyes at this time. The recent
What Makes the ASPA PAC profession. By siding with those whoeyents have impacted us all. As we
Important? advocate for us, we are also defendy| strive to support those in need in

While ASPA's Government Af- ing the initial legislative positions any way we can, know that the
fairs Committee (GAC) continues commonly developed by GAC. As ASPA PAC will continue to do as
to be highly regarded for educat-our President George Taylor statesmuch as it can to strengthen ASPA's
ing regulatory agency leaders andOur ASPA PAC contributions were message on Capitol Hill. While your
Congress, more needs to be donmstrumental in allowing GAC to de- ability and motivation to contribute
to get our voice heard in Washing-liver our message to some very influ-to the ASPA PAC at this time may
ton, DC. Let’s face it — our politi- ential representatives. The ASPA PAGe diverted, our pride in ASPA PAC
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remains high and we will continue make contributions to the ASPA PACASPA supporter. Finally, the ASPA

to hope that every ASPA memberContributions are not deductible for PAC booth will be available during

will feel strongly about the impor- federal income tax purposes. Underexhibit hours for anyone to ask ques-

tance of its PAC. federal law, PACs can only accepttions, on a one-on-one basis, of ASPA
The ASPA PAC will make sure personal contributions. Corporate PAC’s leaders or staffa

that Congress knows that the ASPAcontributions are not permitted.

voice represents an increasing voice
of many, and we will do what we canS€€ You at the Annual Conference!  Karen Jordan, CPC, QPA, is presi-

to help ensure that the right decisions We 100k forward to gathering at dent of Alaska Pension Services, Ltd.,
are made in Congress. In its four®SPAS Annual Conference. It will in Anchorage, AK, which provides
years, the ASPA PAC, through thePe a time to reflect on the past yeafull-service retirement plan services
dedication of its members, is proug@nd gather strength for 2002. Onand is the oldest and largest inde-
to have raised an amazing $123,12d\londay night we will host a cock- pendent retirement plan consulting
When the timing is right for you, we tail party to which all ASPA PAC firm in Alaska. Karen served as
hope you will consider joining the members are invited. In addition, anyASPA President in 1998 and cur-
2001 ASPA PAC team by contribut- 0ther ASPA member who is inter-rently serves as chair of the Com-
ing $25, $5,000, or anything in be-ested, or curious, about learning morenittee for Political Action (the or-
tween. (See the enclosed July 200@bout the ASPA PAC is welcome toganizing committee for ASPA PAC),
ASPA PAC newsletter for more in- attend. We'd love to have you. Onand Governance Task Force, and
formation or contact Jolynne Flores,Tuesday morning, ASPA PAC mem-serves on the Nominating Commit-
ASPA PAC Manager at (703) 516-bers who have contributed at leastee, Professional Conduct Commit-
9300 orjflores@aspa.org) $500 will be invited to a special tee, Technology Committee, Rela-

Note: Only ASPA members (cre-breakfast with Congressman Earkionship Task Force, and Women's
dentialed and non-credentialed) mayPomeroy, a strong and longtimePension Task Force.

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 ASPAs 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

[0 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 Education Services
Department today at (703) 516-9300, e-mail
educaspa@aspa.orgr visitwww.aspa.org
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PIX Digest

he Pension Information eXchange (PIX) is an onlineA discussion is also taking place

service for pension practitioners. ASPA has cgrgarding the timing of EGTRRA
amendments. In the case of Safe

sponsored the PIX Pension Forum for many years. For Mg o 401(k) plans that want to
information about PIX, call (805) 683-4334. meet the top-heavy exemption and

i . , _ use the matching contribution, they
Not surprisingly, recent PIX mes-a pop up in benefits, but it couldmay need to baBrERaET A conform

sages reflect the two tgpics loom-be very costly for th_e sponsor. Ifiy the new hardship distribution sus-
ing large on the horizon: thea plan amendment is not adopte(lj)ension of six months.
implementation of EGTRRA and on a timely basis, the plan spon- Further, other 401(k) plans that
the amendment and restatement afor may not be able to limit the zjiocate discretionary matching
plans for GUST. As PIX users comeparticipant's benefit without vio- contributions with no minimum
up with new ideas, they are postindating anti-cuback requirements. hours or last day requirement may
them on PIX for review by their  The increase in the 415(b) limi- need to amend for the increased
peers. tation will affect the more highly compensation limit prior to the be-
More on EGTRRA paid participants, who are often theginning of the 2002 plan year in
For practitioners with defined ben-°N€S closest to retirement. Thisorder to avoid 411(d)(6) cutback
efit plans, the thread titled “EGTRRA could dramatically increase a plan’sissues. This conversation started
415(b) Windfall Avoidance” is a must required contribution. Practitionersanother conversation regarding the
read. The effective date of theshould review defined benefit plansinteraction of EGTRRA amend-
EGTRRA 415(b) increase is for limi- t0 avoid unintended benefit in-ments with GUST restatements.
tation years ending after 12/31/01.creases. Many plans are not going to be re-
Two scenarios are possible where a EGTRRA also makes a 401(k)stated prior to the beginning of
plan amendment may be neededdlan very attractive for an owner-their 2002 plan years. Without
First, most plan documents probablyonly sponsor. 401(k) deferrals will careful drafting, a later GUST re-
have language reflecting the TRA '86N0 longer count against the 404statement might eliminate any
$90,000 limit with pre-Social Secu- limit, nor will they reduce 404 EGTRRAamendments previously
rity retirement age adjustments. Incompensation. Also, the 404 limitadopted.
these plans, to take advantage of th&/ill be 25% and the 415 limit The PIX system operators are
new limitations, an amendment is100%. For a one-person corporaS0Mpiling these EGTRRA threads
needed, such as the model amendion with an owner age 50 or above?S they develop. Threads through
ment provided in IRS Notice With compensation of $100,000, September 1, 2001 are in the file
2001-57. 401(k) deferrals and profit sharingegt”az'fsg later threads will be in
In some cases, however, a p|a|¢ontributions could total $37,000 egtrra3.fsg
document might simply referencein 2002. GUST Restatements
Section 415 and not spell out the Questions have arisen regarding With EGTRRA looming large,
TRA '86 415(b) limitation. In this the implications of the Safe HarborGUST seems like old news. How-
case, it is possible that a plan parmatching plan exemption from top-ever, as we go to press, the IRS is
ticipant could accrue a signifi- heavy status. What happens if thdeginning to release approved plans.
cantly higher benefit under theplan has no other contributions in at looks like this is really going to
new EGTRRA limitation. This is given year, but there are profit sharhappen. Of course, we have to ex-
fine if the plan sponsor wants suching forfeitures to reallocate? plain to our clients that their “new”
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documents are obsolete before the
ment must still be done. PIX prac-
titioners are discussing variousFocus on ABCS

aspects of the GUST restatement
process. ASPA group; links to ASPA’s graphical areas who have expressed

Even though GUST predateseducation and government affairsinterest in starting local councils.
EGTRRA, the restatements will be activities; topic and speaker suggessStarting a council can be a great deal
affected by it. With the changes intions; direct access to ASPAs na-of work for one or two people, so
profit sharing 404 limits, many tionally-known speakers; detailedthey need your help in order to get
money purchase plans will be manual with suggested bylaws andstarted! These areas include: Cin-
merged into profit sharing plans. Structure; organizational assistanceginnati, OH; Dallas, TX; Detroit,
PIX users have discussed the timfinancial support; promotion on MI; Hartford, CT; Fort Wayne, IN;
ing of such a merger and its impactASPA's website and newsletter; in-Kansas City, MO; and Minneapolis,
on GUST restatements as well asgurance protection; continuing edu-MN. If you live in one of these ar-
5500 filings. cation accreditation; networking eas and would like to become in-

Other discussions include: (1) thewith other benefits professionals;volved in the development of an
effects of a GUST restatement er-and discounts on ASPA's one-dayABC, please contact Amy lliffe,
ror on plan qualification, especially workshops, ASPA membership, andDirector of Membership, at ASPA's
when the restatement is retroacthe ASPA ASARsubscription ser- national office at (703) 516-9300 or
tively effective to plans years now Vice. ailiffe@aspa.org
closed under the statute of limita- The requirements for establish- You also do not want to miss the
tions; (2) what, if anyGUST “cer- ing and maintaining an ABC are ASPA Benefits Council Informal
tification” needs to be executed bykept to a minimum to allow ABCs Session at ASPA's Annual Confer-
a plan sponsor by the end of theirthe flexibility needed to prosper. ence on Monday evening, October
2001 plan year in order to have aYou do not need to be a member oP9. This session will provide detailed
continued extension of the remedialASPA in order to join or establish information about what ABCs are
amendment period? What about éan ABC! All it takes to be consid- and how to establish one in your area.
plan that was previously a prototype,ered as an ASPA Benefits CouncilFollowing the session, Lorraine
but was amended in a way to losdS & minimum of ten interested pro-Dorsa & Associates is sponsoring the
prototype status? and (3) users havéessionals, at least three of whomABC Cocktail party. Do not miss
posted and commented on samplé&re ASPA members. these opportunities to network with
certifications and on an updated ASPA has been contacted by benyour colleagues and learn more about
GUST amendment for terminating €fits professionals in several geothe ABC community'a

plans that have not yet been restated.

To read these threads, download ]
gustamd3.fsga Stephen H. Rosen, MSPA, CPC, EACommittee. Steve has lectured at

MAAA, is an independent consultingseveral actuarial conferences, includ-
actuary specializing in the designing the Annual Enrolled Actuaries
CEEEI TN ERISIROITES I EIE  and implementation of employee benMeeting and ASPA’s Annual Confer-

Want to write an article? efitplans. He is president of Stepherence.
H. Rosen & Associates, an employe€arol J. Skinner, QPA, is a regional
The Pension Actuamyelcomes your benefits consulting firm in pension manager of Securian Re-
views! Send to: Haddonfield, NJ. Steve is an En-+irement Services in Atlanta, GA.
The Pension Actuary rolled Actuary and Certified Pension She is past president and a current
ASPA, Suite 750 Consultant, isaMember of the Ameribhoard member of the ABC of At-
4245 North Fairfax Drive can Academy of Actuaries, and servemanta. Carol is co-chair of ASPA’s
Arlington, VA 22203 on the ASPA Board of Directors. HEABC Committee and serves on
(703) 516-9300 also served as president and chairASPA’s Committee for Political Ac-
or fax (703) 516-9308 man of the Board of ASPA Benefitgion. Carol is a Qualified Pension
or e-mailaspa@aspa.org Council of the Delaware Valley and Administrator and has been an ASPA
is currently co-chair of ASPA’s ABC member since 1995.
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2001 Calendar of Events

ASPA CE Credit
Sept. 29-Oct. 2 EA-2A review course, Los Angeles, CA

Oct.5-8 EA-2A review course, Chicago, IL
Oct. 12-15 EA-2A review course, Washington, DC
Oct. 15 - Nov. 30 C-1, C-2(DB), C-2(DC) fall exam window *
EDUCATION October 28 - 31 Annual Conference, Washington, DC 20
October 31 Final registration deadline for fall exams
c1, C-2(DB),
c-2(pC) November 1 - 30 Fall exam administration
fall exam
window November 2 Registration deadline for fall weekend courses
Oct 15 - Nov 20 (C-1, C-2(DB), C-2(DC), C-3, and C-4)
- C-3, C-4, A4 EXOMS November 10 - 11 C-1, C-2(DB), C-2(DC), C-3, and C-4
December 5 weekend courses, Chicago, IL 15
December 5 C-3, C-4, and A-4 exams *
_ December 31 Deadline for 2001 edition exams for PA-1 (A&B) *¥
December 31 Deadline for 2001 edition exam for Daily Valuation ~ ***

ASPA Annual

Conference 2002 Calendar of Events

October 2€ - =1
Reglister online

at www.aspa.org Jan31-Feb 1 Los Angeles Benefits Conference 145
Feb 28 - Mar 2 401(k) Sales Summit, Scottsdale, AZ
elleh Stles Sams March 31 Early registration deadline for spring exams
Scottsdale, AZ,
Feb 28 - Mar 2, 2002 April 26 Registration deadline for spring weekend courses
April 30 Final registration deadline for spring exams
VIS 1O EARIVOL ALt May 1 - May 30 C-1, C-2(DB), C-2(DC) spring exam window *
Jobn huandreds of ASPA's May 4 -5 C-1, C-2(DB), C—2(DC),' C-3,and C4
Annual Conference weekend courses, Chicago, IL 15
Attendees on the .
Visit to capitol Hill June 5 C-3and C-4 exams
Tuesday, oct 20 July 27 - 31 Summer Academy, San Diego, CA 20
Register online at
AAEIEREOT October 27 - 30 Annual Conference, Washington, DC 20

* 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 grade.
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