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| RA Resource Guide: On CD and Online

Doyou haveaSEP or SIMPLE IRA plan or have you thought about setting oneup? Maybeyou could
use some hel p convincing employeesto get seriousabout retirement savings. Or maybeyou’ reinterested
inlearning moreabout your own IRA.

ThelRShasanew CD-ROM containing one-stop information about traditional and Roth IRAsand
retirement plansbased on IRAS, including SEPs, SARSEPs, and SIMPLE IRA plans. Included onthe
CD isinformation fromthel RS, Socia Security Administration, the Securitiesand Exchange
Commission and other federal agenciesabout setting up, investing, making withdrawal sfromand
correcting mistakesin operating these powerful retirement savingstools. Research material relating to
IRAsisincludedinasectionfor tax and benefitsprofessonas. You'll dsofind IRA formsand
publications, investing tips, video clipsand linksto other Federal agency web siteswith useful
information for you and your employees.

Some of thetopicson the CD-ROM include:

+ Rulesfor traditional and Roth IRAsaswell as SEP, SSMPLE IRA and SARSEPplans;

+ Investingyour IRA assts,

« Publicationsandforms;

« A caculator to provide aball park estimate of theamount you’ |l need at retirement;

« Videodlips including“manonthestreet” interviews, on planning for retirement and maintaining
your IRA and IRA-funded plan; and

+  Freguently asked questions.

Order afree copy of the CD-ROM (Pub 4395) by phone at (800) 829-3676
or onlineby visiting the Retirement Plans Community web page and
clicking on*“Educational Services’ under the* Related Topics’ section. An
onlineversion of thel RA Resource Guide can befound at theRetirement
Plans Community web page.

Theresource guide encourages.

« Businessowner sto establish and properly operate IRA-funded
retirement plans.

+ Individualsto evauatetheir own retirement planning and set up and
fundIRAs.

« Taxand benefitsprofessionalsto assist their clientswith IRAs
and IRA-funded plans.

Get your free CD now! m
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| RA nvestments

Individua Retirement Accounts (IRAS) arean excellent vehicleto help Americanssavefor
retirement. Oneimportant feature of IRAsisthat they provideinvestment flexibility: You can
basicdly investinanything your IRA trustee alows provided theinvestment isnot acollectible or
aprohibited transaction. Hereare someof therulesyou need follow whenit comesto investing

your |IRA'sassets.

No Investment in Collectibles

If your IRA investsin collectibles, theamount invested isconsidered distributed to you in the
year invested. You may haveto pay a10% additiona tax on early distributions.

It's Our First Birthday

With thisedition, the Retirement Newsfor
Employerscelebratesits 1% birthday. Thispast
year we' veworked on providing youwith
information that meetsthisnewd etter’smisson:
Helping BusinessOwnerswith Retirement Plans.
For example, throughrecurring articlessuch as
“TheFix IsIn: Common Plan Mistakes’ and
“Let’'sJust Takelt One Three-Month Period at a
Time,” wewant to help you better operate your

plan.

But, Y OU asour subscribersarethe best judge of
whether we havedone OUR job. Getting your
feedback isessentia to usasthisnewdetter
continuestogrow. Tl uswhat informationwill
best help you operate your business' sretirement
plan. Your ideasand suggestionsfor futurearticles
aremost welcome. Tofind out how you can
sharewith ussee“ Contacting EmployeePlans.”
We a so hopethat you' || takean upcoming
subscriberssurvey that wewill be sending out later
thisyear. Moredetailsonthissurvey will beina
futureedition.

Hereareexamplesof collectibles:

e Artworks,

Rugs,

e Antiques,

* Maetals—thereareexceptionsfor certainkindsof bullion,
*  Gems,

e Stamps,
» Coins—thereareexceptionsfor certain coinsminted by the
U.S. Treasury,

« Alcoholic beverages, and
» Certain other tangible persona property.

Check Pub 590, Individual Retirement Arrangements (IRAS)
(page44), for moreinformation on collectibles.

Prohibited Transactions

What exactly isa” prohibited transaction?’ Generdly, aprohibited
transactionisany improper useof your IRA by you, your
beneficiary, or any “disqualified person.” Disgqudified persons
includeyour fiduciary and membersof your family (Spouse,
ancestor, lineal descendant, and any spouseof alinea
descendant).

Hereare some examplesof prohibited transactionswithan IRA:

» Borrowing money fromit;
o Sdling property toit;
* Receiving unreasonable compensation for managingit;

» Usngitassecurity for aloan; and
*  Buying property for personal use (present or future) with IRA funds.

So what happensto your IRA if there’saprohibited transaction? In most cases, if you or your

beneficiary engagesin aprohibited transactionin connectionwith your |RA at any timeduring the
year, the account stopsbeing an I|RA asof thefirst day of that year. ThismeansthelRA losesits
tax advantages.


http://www.irs.gov/pub/irs-pdf/p590.pdf#page=44
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You might wonder what happensto youif there’ saprohibited transaction. If your account stops
being an IRA because you engaged in aprohibited transaction, the account istreated as
distributing al itsassetsto you at their fair market valueson thefirst day of theyear. If thetotal
of thosevauesismorethan your basisinthelRA, youwill haveataxablegainthat isincludible
inyour income. Thedistribution may be subject to additiona taxesor pendties.

For moreinformation on prohibited transactions check out Pub 590, Individual

How to Subscribe to Retirement Arrangements (IRAs) (pages43-44). Our web site, www.irs.gov/ep, also
Retirement News for hasplenty of informationon IRAS. m
Employers

The Retirement News for TheFixIsln: Common Plan Mistakes

Employers will be_issued only
o baerioton teaes 2o Ineachissueof the Retirement Newsfor Employerswe Il present acommon mistakethat
to the Retirement Plans happensin retirement plans. We'll describethe problem, how it happened, how tofix it

P g areeting | and how tolessenthe probability of the problem happening again. Thisedition of the

“Newsletters” under “Related = columnfocusesonthe” Failureto Timely Sart Minimum Distributions.”
Topics.” All editions of the

Retirement News for
Employers will be archived at The |SSU€
the Retirement Plans Community

web page. Internal Revenue Code (IRC) section 401(a)(9) establishesamandatory date, known as
For your convenience, we the“required beginning date” (RBD), by which paymentsto aplan participant must start.
have included Internet links A minimum payment must be madeto the participant by the RBD and for each following
to referenced materials year. A participant isnot allowed to delay distribution beyondthe RBD. However,
throughout the electronic

version of Retirement News participantsmay still have choicesregarding theform of the payment aslong astheform
for Employers. These links doesn't violatethelaw’sminimum distribution requirements. Notethat different plansmay

are identified on the printed

version by the underlined havedifferent available payment methods.
text. The electronic version o ) ] ] )
may be found at the Normally, the RBD for aparticipant whoisnot a5% owner istheApril 1 followingtheend

Retirement Plans Community
web page.

of the calendar year inwhich thelatter of two eventsoccurs:

(1) Theparticipant reachesage 70 %2 0r
(2) Theparticipant retires.

For aparticipant who isa5% owner, the RBD istheApril 1 following the end of the calendar
year inwhichthey attain age 70 ¥2regardless of whether they retire by theend of that year.

Minimum distribution requirementsal so apply after aparticipant’ sdeath. When aparticipant dies,
evenif that death occurs before what would otherwi se have been the participant’ sSRBD, thelaw
setsminimum di stri bution requirements on the payment of the participant’sdeath benefit.

The Problem

Plan sponsors often discover that required minimum payments have either not been paid timely or
atal. Thisisespecialy truewhen anon-5% owner continuesworking after reaching age 70 %2.
Theminimum distribution rulesare qudification requirements, meaning they must bewritteninto
theplan. Failureto follow the minimum payment rulesaswritten in the plan document canlead to
thelossof the plan’stax-qualified satus. If participantsor beneficiariesdo not receivether
minimum distribution ontime, they (not the plan) are subject to a50% additional tax onthe
underpayment.

To pay theadditiona tax, the participant or beneficiary must attach Form 5329 totheir federal
incometax return for the calendar year in which theminimum distribution wasdue. ThelRSmay
waivetheadditional tax for reasonable cause, if reasonable stepsare being taken to makeup the
digribution. 3
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Mistakes
happen. In
fact, the IRS
sees a lot of
the same
mistakes again
and again. In
“The Fix Is In”

we’ll help you
avoid some of
these common
problems.

What’'sNew on
theWeb

ThelRS'sSmall
Business/Sdf-Employed
(SB/SE) Division hasjust
issued the 2005 Small
BusinessResource
Guideon CD-ROM.
Thisyear’sverson
featuresanew look and
added featureslikea
searchable|RSTax
Map. You'll find all sorts
of information - pubs,
forms, ingtructionsand
relevant tax law changes
- tohelpyou runyour
small business. Of
course, there'sasolots
of materia onretirement
plans. Toorder thisfree
CD, visitwww.irs.gov,
click on*“Businesses,”
then“ Smdll Bug/'Sdf-
Employed” and click on
“The 2005 Smdl
BusinessResource
Guide” m

Revenue Procedure 2003-44 isthelatest update of the|RS svariousresolution

programsfor correcting disqualifying defectsin retirement plansand avoiding thetax
consequencesof plandisqualification. These programsareknown collectively asthe
Employee Plans Compliance Resolution System (EPCRS). Employersmay avoid
disgudification of their plan by using EPCRSto correct thefailures.

The Self-Correction Program (SCP) or Voluntary Correction Program (V CP) can be used
to correct thefailures. (Note: explanationsof and digibility for these programs can befound
inSections IV and V of Rev. Proc. 2003-44.) For moreinformation onthese
programs, seethe Summer 2004 edition of the Retirement News for Employers.

Under the SCR, aplan sponsor may self-correct minimum required distribution errors, even
wheresignificant. Thesef-correction period under SCPfor significant violationsistwo
yearsafter the plan year inwhich theviolation occurs.

If there hasbeen afail ureto satisfy the minimum distribution requirements, the IRSwill
waivethe 50% additional tax mentioned earlier if the plan sponsor appliesfor relief through
VCPand requeststhewaiver as part of the submission. If the affected participantisan
owner-employee or a10% or more owner of acorporate plan sponsor, an explanation
supporting thewaiver request must be attached. 1f VCPisn't used towaivethe additional
taxes, each affected participant or beneficiary must apply for relief onanindividua basis
using the Form 5329 attachment to their individua federal incometax return.

Making Sure it Doesn’t Happen Again

Plan sponsors should carefully monitor the age of al participantswho are approaching age
70. Not making required minimum distributionscan not only lead to plan disqualification, it
also createsa50% additional tax onthe participant for missed distributions. Fortunately,

V CPoffersacourse of action that can restore the qualified status of the plan and obtain
waiversof theadditional tax for al affected participantsand beneficiaries. m

SinceYou Asked: SIMPLE IRA Plan Exam Program Selections

After our Winter 2005 Edition of the Retirement Newsfor Employers, featuring a
story on anew examination program on SIMPLE IRA plans, areader asked for
moreinformation onthisinitiative. Thereader had beeninformedthe

sel ectionsfor examination were made on arandom basisand suggested that
examinationsof larger organizationswould be productive.

Beginning with SARSEPs, Employee Plans (EP) isreviewing severa
small employer plan segmentsthat arenot requiredtofilethe Form
5500 return. EPisnow reviewing SIMPLE IRA plansand will
continuewith SEPs.

Thecurrent SIMPLE IRA plan examination sl ectionswereindeed
chosen onarandom basis. EPlooked at thetotal popul ation of
SIMPLE IRA plansbased on W-2filingsfor 2003 and made sel ections
based on entitiesshowing asalary deferral for their SSMPLE IRA plan. EP
had not reviewed the SIMPLE IRA plan market segment inany significant
way before and believed random reviews based on anationwide samplewould be the best
approach.
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EPdoeshave other examination programswhereit reviewslarger planson an ongoing basis.
However, EPhadn’t focused on some of these smaller plan segmentsin the past becauseit was
believed therewerefewer problemsintheseplans. Inaddition, thereweren't any good
methods of identifying plansthat don’t fileaForm 5500 return. Now, EPhasimproved
methodsof analyzing other IRS materiasfiled that alow for thereview of thesesmaller plan
segments. |mportantly, EPhasfound some s gnificant compliance problemswithinthesmall
employer plansaress.

It’sNot Too L atel

The 2005 IRS Nationwide Tax Forumswill beheldin
six locationsacrossthe country starting next month.
TheEPseminarsare” About Your Retirement” and
“Retirement Toolbox.” “ About Your

Retirement” presentsreal lifeexamplesto helpyou
and your clientschoosetheright retirement plan.
“Retirement Toolbox” featuresinformation geared
toward helping small businessownerskeep their
retirement plansoperating properly. Inaddition, EP
will sponsor aboothintheexhibit hall whereyou can
pick up our productsor speak with aretirement plan
Specidid.

Thelocationsand datesare:

SanFrancisco, CA  June28—-June 30

Houston, TX July 12—July 14

Atlanta, GA July 26—July 28

New York, NY August 9—August 11
LasVegas, NV August 23—August 25
Chicago, IL August 30— September 1

To get additiond information about the Tax Forums,
visit www.irs.gov and then goto “ Tax
Professonas,” “Tax ProEvents’ and“IRS
Nationwide Tax Forum.” You canregister onlineat
www.taxforuminfo.com. m

For example, intheinitial review of SARSEPs, EPfound
somesignificant problemsthat indicated that sponsorswere
not correctly monitoring their SARSEPsand were, infact,
falling required tests. EPisseeing some of thesesame
problemswiththe SIMPLE IRA planreview. EPhasseen
that some employershaven’t timely updated their IRS model
or prototype plansfor EGTRRA law changesas needed and
outlinedin Rev. Proc. 2002-10. Also, somearenot giving
their employeestimely annua noticeto makeasdary
reduction contribution or changetheir previouse ection.

When EP reviewsthese |RA-based plans— SARSEPs,
SIMPLE IRAsand SEPs—it needsmorethanjust the
transaction history fromthefinancia indtitution holding the
IRA accountsand W-2sto completethereview. Theseare
important sources of information but EP also needsto see:

* A copy of theplan document toinsureit was properly
andtimely adopted,;

*  Annual noticesof theright to make salary reduction
contributionsor to modify previousones,

*  Areview of employer matchesand other contributions
to verify that they aredone properly and timely; and

e Thattheemployer isfollowing thetermsof theplan.

To reduceany possibleinconvenience, someof these
examinations are conducted by correspondence. And,

based on thefactsand circumstances of review, the EPagent
canlimitthereview tokey selected areas. m

Your 401(k) and Your TPA

Eachyear, the IRS—through its Employee Plans Division —makes contact with thousands of 401(k)
plansthrough itsexamination and voluntary compliance programs. A common thread existing among
many issueswe seeisalack of communication between the plan sponsorsand the partiesinvolved in
providing serviceto the plan. Many of theseissues exist because the persons performing therequired
nondiscrimination testsdo not haveal theinformation necessary to do thejob you' re payingthemto

carry out.

You haveathird party administrator (TPA) that performsyour 401(k) nondiscrimination testsat year

end. Inavery common scenario—repeated each year in 401(k) plansfrom coast to coast, in plans

largeand small —the TPA identifiesdeferral amountsfor distribution to Highly Compensated Employees
(HCES) in order to passthe 401(k) test. But the accuracy of that test reliesonthe TPA receiving all the
information needed to properly performthetest. Any breakdown in thisinformation exchangemay lead 5
to aninaccurateresult and afailed test —even plan disqualification.
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Thereare severd areaswhereimproved communication with your TPA can help keep your
401(k) planin compliance.

For example, your TPA can’t include participantsin thetestsif they are unaware of them.

I nformation must be shared with the TPA on all employeeseligibleto makeasaary deferral
at any timeduring theyear. Thisincludesemployeesdligiblefor only one pay period during
the plan year, employeeswho chose not to defer, and €ligible employeeswho left
employment during the plan year. Additionally, information about any rel ated companies
with common ownership interests should be shared withthe TPA. Your 401(k) plan may
require participation by employeesof theserelated companies.

CONTACTING
EMPLOYEE PLANS

The Retirement News for Employers welcomes your
comments about this issue and/or your suggestions
for future articles.

Send comments/suggestions to:

EP Customer Education & Outreach
SE:T:EP:CEO

1111 Constitution Avenue, N.W., PE-4C3
Washington, D.C. 20224

or FAX (202) 283-9525

or E-Mail: RetirementPlanComments@irs.gov

For EP Taxpayer Assistance:

For retirement plans technical and procedural
questions:

Please call (877) 829-5500

Or visit the EP Customer Account Services section at
WWW.irs.gov/ep.

For questions relating to retirement income, IRAS,
Roth IRASs, educational IRAs, medical savings
accounts and section 125 cafeteria plans:

Please call (800) 829-1040

For further Employee Plans Information: Go to
WWW.irs.gov/ep.
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Plan sponsorsand administrators must a so befamiliar with theterms
of the plan document to ensurethey usethe proper definition of
compensation for contributions, limitations, and nondiscrimination
testing purposes. Itisimportant to know whether compensationis:

(1) Excludedfor certain purposes;

(2) Limitedfor certain purposes; or

(3) Determined using different computation periods(i.e. planyear
vs. calendar year).

If the compensation amountsforwarded to the TPA do not meet the
plan definitions, your 401(k) testswill beinaccurate and providefalse
results. Inaddition, the plan sponsor may berequired to make
corrective contributionsfor missed deferra and deferral match
opportunities.

Get the best bang for your buck:
Make sure your TPA has all the
information they need to
do their best.

Another important aspect of performing the401(k) testsisproperly
identifying HCEs. HCEsgenerdly include any employeewnho: (i)
wasa5-percent owner at any time during theyear or preceding year,
or (ii) for the preceding year had compensation from theemployer in
excess of $95,000 (for 2005) and, if theemployer elects, wasa
member of thetop-paid group (top 20%) of employees. Sounds
smpleenough, but theownershipinterests, including those of family
members, must be properly relayed tothe TPA in order to correctly
identify al HCEstoincludeinthetests.

Thesearejust three examplesof areaswhereimproved
communicationwith the TPA canimprovetheaccuracy of your
401(k) nondiscriminationtests. Know what your plan document
saysand discusswhat information your TPA needsto best do their
job. Minimizethose communication breakdownsand increasethe
likelihood of accurate 401(K) testing. m
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New Tax Shelter Reporting Rules

In recent years, there have been anumber of retirement plan-related arrangementsthat have
been characterized asabusive. ThelRS hasidentified some of the abusive plansthrough
published guidance. Someof thesearrangements have been designated as“ listed transactions’
under thetax shelter rules. On October 22, 2004, the enactment of the American Jobs
CreationAct of 2004 (AJCA) substantially changed thetax shelter rules. The changeshave
important implicationsfor plan sponsors, including substantia pendtiesthat exist for failureto
report participation in an abusive plan.

IRS employees

Overview

contributing to this edition  Ingeneral, thetax shelter rulesrequirethat taxpayersreport their participationina
of the Retirement News “reportabletransaction” totheIRS. Failureto providethisreport will resultin substantial

for Employers are:

Robert CreMeens
Evelyn DeWald
Jim Holland

Terri Holloway
Larry Isaacs

Ann Junkins
Roger Kuehnle
Peter McConkey
Todd Newman
Greg Nix

Mark O’'Donnell
Nancy Payne
Beatrice Ramsey
Keith Ruprecht
John Schmidt

penalties. Inaddition, advisorsarerequired to report that they have provided advice on
thetransaction, keep alist of to whom they provided the advice, and makethelist
availabletothe RS upon written request. The advisorsalso face substantial penatiesfor
faillureto do so.

Reportable Transactions

A reportabletransactionisonethat the IRS determines ashaving apotential for tax
avoidanceor evasion. Under current guidance, areportabletransactionisany one of the
following:

« Aconfidentia transaction;

» Atransactionwith contractua protection;

e Alosstransaction;

» Atransactionwith significant book/tax differences,;
e Atransactionwith abrief asset holding period; or
e Alistedtransaction.

Brenda Smith-Custer Every taxpayer who has engaged in areportabl e transaction must attach adisclosure

and Susan Taylor

statement (Form 8886, Reportabl e Transaction Disclosure Satement) to their income
tax return for each year of participationinthetransaction. Also, thefirst timeareportable

transaction isdisclosed, acopy must be sent to the IRS Office of Tax Shelter Analysis.
Penalties

Prior to the enactment of AJCA, therewasno specific pendty for failureto disclosea
reportabletransaction. Rather, ataxpayer might lose certain defensesto accuracy-related
penalties. AJCA amended the Internal Revenue Codeto add specific monetary penaltiesfor
falluretofiletherequired reports. Theseverity of the pendty dependson whether thefailureis
duetoalisted transaction.

If ataxpayer that has participated in areportable transaction fail sto attach the required Form
8886 to thereturn, the penalty isasfollows:

» For areportabletransaction that isnot alisted transaction -
0 $10,000inthecaseof anindividual, or
0 $50,000in other cases(e.g., corporation, partnership, etc.)
* Foralistedtransaction-
o $100,000inthecaseof anindividual, or
o $200,000in other cases(e.g., corporation, partnership, etc.) 7
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The Commissioner of Internal Revenue—at the Commissioner’ ssolediscretion—may rescind all
or aportion of the $10,000 and $50,000 penaltiesif rescinding the penalty would promote
compliancewith therequirementsof the Code and effectivetax administration. Thereisno
authority to rescind the penalty with respect to failureto report alisted transaction; therefore, that

penalty will haveto bepaid.

TheFiling Cabinet

Forms—you can't livewith them, you can’t livewithout
them. Just likeyou useformswhen running your business—
everything from spreadsheetsto receiptstoinvoices—you
also useformswhen deding with aretirement plan.

Form 5500-EZ — To File or Not To File?

If you sponsor asingle-participant plan (meaning you, or you
and your spouse aretheonly participant(s)), you should
generallyfilethe Form 5500-EZ, Annual Return of One-
Participant (Ownersand Their Spouses) Retirement Plan
and an Annual Return of Fiduciary of Employee Benefit
Trust (Schedule P) for each plan you maintain.

Anexception to thisrule occurswhen employerswho are
otherwisedigibletofile Form 5500-EZ, have $100,000 or
lessin aggregate plan assetsat theend of aplanyear. In
these situationsemployersarenot required tofile Form
5500-EZ. Thisexception, however, doesnot apply whenan
employer terminatesaplan. Inthissituation, theplan
adminigtrator MUST filea“fina” Form 5500-EZ by thelast
day of the seventh month following the date of plan
termination, evenif theaggregate plan assetswereNEVER
greater than $100,000.

Animal, vegetable or mineral: What isa
401(k) plan?

Many smal employers/sponsorswho file Form 5500-EZ and
have adopted a401(k) plan are calling our customer service
folkswonderingwhat “plantype’ to check for item 6 of
Form 5500-EZ, Annual Return of One-Participant
(Ownersand Their Spouses) Retirement Plan.

Because a401(k) planisconsidered to beadefined
contribution profit-sharing plan, you should check box D -
profit-sharingplanonline6. m

Inthe case of acompany that isrequiredtofileperiodic
reportswith SEC (or isconsolidated with another
company for purposes of such reports), the payment of a
pendty with respect to alisted transaction must be
disclosedinthereportsfiled withthe SEC. Failureto
make such disclosureistreated asafailuretoreport a
listed transaction.

Additionaly, AJCA changed thelaw so that the statute of
limitationsisextended for faillureto report alisted
transaction. Theeffectivedateof thischangeappliestodl
returnsfor which the period to assesstax had not expired
asof October 22, 2004, the date the AJCA was enacted.

Listed Transactions and Employee Plans

Thel RS has specified thefollowing retirement plan-related
transactions(including IRAsand Roth IRAS) aslisted
transactions.

» Accelerated deductionsfor contributionsto section
401(k) plans - described in Rev. Rul. 90-105 or
Rev. Rul. 2002-46.
The establishment of an ESOPfor aSubchapter S
corporation - described in Rev. Rul. 2003-6.
Transactionsinvolving anindividua, aRoth IRA, anda
corporation - described in Notice 2004-8.
Transactionsinvolving ESOPsfor aSubchapter S
corporation as described in Rev. Rul. 2004-4.
Transactionsinvolving the purchase by retirement plans
of excesslifeinsurance- describedin Rev. Rul.
2004-20.

Additional I nformation

For additional information, seeNotice 2004-80, Notice
2005-11, Notice 2005-12, and Notice 2005-22.
Also, go to the Retirement Plans Community web
page, select “MoreTopics’ under the* Related Topics”
sectionand click on* EPAbusive Tax Transactions.” m
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DOL News

The Department of Labor’s Employee Benefits Security Administration continuesto expand its
compliance ass stancewith new guidance and new datesfor Fiduciary Education seminars.

Proposed Expansion of Department of Labor’s Voluntary Correction
Program

OnApril 6, 2005, the DOL/EBSA published inthe Federal Register an expanded and simplified
Voluntary Fiduciary Correction Program (V FCP) that helpsemployersand their professional
advisorsvoluntarily correct violations of thelaw for employee benefit plans. Thenew program
iseffectiveimmediately and isavail able during the comment period.

The proposed amendmentsto theVFCPinclude:

e Threenew digibletransactionsdealing with delinquent participant |oan repayments,
illiquid plan assets sold to interested parties, and participant loansthat violate certain
planrestrictionson suchloans,;

«  Simpler methodsand an onlinecal culator for figuring out the amount to berestored to
plans,

e Streamlined documentation and clarified eigibility requirements, and

* A modd applicationform.

Anamendment to add thesadeof illiquid assetsto theorigina VFCPclassexemptionis
simultaneoudy proposed but will not beeffective until finalized.

TheVFCPdlowsemployersto voluntarily correct specific violationsof the Employee
Retirement Income Security Act (ERISA). Applicantsmust fully correct any violations, restore
totheplanany lossesor profitswithinterest, and distribute any supplemental benefitsowed to
eligibleparticipantsand beneficiaries. A*noaction” |etter isgivento plan officialswho properly
correct violations.

Theproposed revised program isavailableonthe DOL/EBSA web site alongwiththe
proposed exemption. Written comments on the revised program and the proposed
exemption aredue by June6. Comments may be mailed or submitted electronically. Seethe
relevant Federal Register document for the appropriate addressfor submitting comments.

Further information ontherevised and original programsisalso availableontheweb site.
Proposed Rules on Abandoned 401(k) Plans

Each year approximately 1,650 401(k) plansholding $868 million in assetsand covering
33,000 workersare abandoned. On March 10, DOL/EBSA publishedinthe Federal Register
proposed rulesto dlow financial ingtitutionsto take respongbility for these plansand distribute
theplans assetstoworkersand their families.

DOL/EBSA currently deal swith abandoned planson acase by casebas's, often with the
involvement of the courts. The proposed rulesprovide standardsfor determiningwhenaplanis
abandoned and establishesaprocessfor winding up the affairs of the plan and distributing
benefitsto workers. Whenimplemented, the processwould eliminate the need for costlier court
approvalsand alow workersto regain accessto their benefits sooner. Theproposal also
providesguidance on the gpplication of tax qualification rulesto plansterminated under this
regulation. Therecommendationsof the Department’sERISA Advisory Council contributed to
the devel opment of the proposed rules.



http://www.dol.gov/ebsa
http://www.dol.gov/ebsa/regs/fedreg/notices/2005-vfcp.htm
http://www.dol.gov/ebsa/regs/fedreg/notices/2005-vfcp2.htm
http://www.dol.gov/ebsa/compliance_assistance.html#section8

A fact sheet detailing the proposed rules can befound at the DOL/EBSA web site asisthe proposed

regulation and the proposed class exemption.

Update on Fiduciary Education Seminars
Fiduciary Education seminarshave been scheduled for May 26 in New York, New York, June28in

Chicago, Illinois, and July 13inAtlanta, Georgia. Further information ontheFiduciary Education
Campaign and registering for the seminarsisavailableon DOL/EBSA’s web site. Stay tuned for
additional seminarscomingtoacity near you. m

Let’'s Just Take It One Three-Month Period at a Time

Operating aretirement plan can be atime-consuming job. Therearedeadlines, not just for reports

‘-) = contribution and formsbut also for making contributions. Thereare conferencesand seminars. Andthenthere

@ = conference

isinformation you need to giveto participants.

Soto help you navigate theretirement plan timeline, hereis our month-by-month look at some of

(g =fileforms theimportant momentsinthe monthsto come. Pleasenotethat all of thefiling datesbelow arefor

calendar year plans - adjust the datesfor non-calendar year plans:

@ e @eCevee@ @

©

May 26: DOL Seminar: Getting It Right — Know Your Fiduciary Responsibilities — New York, NY.

June 28-30: IRS Nationwide Tax Forum — San Francisco, CA.

June 28: DOL Seminar: Getting It Right — Know Your Fiduciary Responsibilities — Chicago, IL.

July 12-14: |IRS Nationwide Tax Forum —Houston, TX.

July 13: DOL Seminar: Getting It Right — Know Your Fiduciary Responsibilities —Atlanta, GA.

July 15: Second quarterly installment due datefor the 2005 plan year.

July 26-28: IRS Nationwide Tax Forum — Atlanta, GA.

August 1: “Form 5500 Day”— File 2004 Form 5500, Annual Return/Report of Employee Benefit Plan,
or Form 5500-EZ, Annual Return of One-Participant Pension Retirement Plan, with DOL/EFAST

or

File Form 5558, Application for Extension of Timeto File Certain Employee Plan

Returns, with IRSto request a2 1/2 -month extension (October 17, 2005) to filethe Form

5500 or Form 5500-EZ.

August 9-11: IRS Nationwide Tax Forum—New York, NY.

For acomprehensivelist of upcoming EP Educational Events, visit the Retirement Plans Community web
page, select “ Educational Services’ under “ Related Topics’ and then * Upcoming EP Educational
Events.” m
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