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IRAs Celebrate 
20th Anniversary 

T h e c o m i n g year w i l l m a r k the 20th 
anniversary of the 
E m p l o y e e 
Ret irement Income 
Security A c t 
(ERISA) legis lat ion 
that created the 
I n d i v i d u a l 
Ret irement A c c o u n t 
( IRA) . T h i s l a n d 
m a r k legislat ion 
gave m i l l i o n s of A m e r i c a n s w h o w e r e not 
covered b y e m p l o y e r p lans a tax incentive 
to save for their o w n ret irement. 

Despi te subsequent tax l a w changes 
that have reduced the level of deduct ib le 
contr ibut ion par t i c ipat ion for A m e r i c a n 
w o r k e r s , the I R A remains a n impor tant 
retirement o p t i o n for m i l l i o n s . It also rep
resents a signif icant depos i t base for f inan
cial insti tutions, insurance c o m p a n i e s a n d 
securities f i rms . 

C W F Celebrates, Too 
In recogni t ion of this i m p o r t a n t mi le 

stone, and also i n celebration of the 10th 
anniversary of C o l l i n W . F r i t z a n d 
Associates ' service to the ret irement p l a n 
i n d u s t r y , w e w i l l be o f fer ing special cus
tomer apprec ia t ion p r o g r a m s throughout 
the c o m i n g year. Y o u r January Pension 
Digest w i l l have a complete calendar of 
sp)ecial service a n d p r o d u c t oppor tuni t ies 
to assist y o u i n s e r v i n g y o u r retirement 
p l a n customers, whether i n d i v i d u a l s or 
businesses. I Q 

Definition of Deposit' 
May be Amended to 
Provide Additional IRA, 
Keogh Exemptive Relief 
... certain IRA, Keogh 
securities investments 
would be allowed in 
"free or reduced-cost" 
banking services 
arrangements 

U n d e r a n e w p r o p o s e d a m e n d m e n t to 
P r o h i b i t e d T r a n s a c t i o n E x e m p t i o n 93-33, 
I R A a n d K e o g h p l a n s w i t h i n v e s t m e n t s i n 
s u c h secur i t ies as c e r t a i n e l i g i b l e s tocks 
a n d m u t u a l f u n d s w o u l d b e c o m e e l i g i b l e 

for b a n k p r o g r a m s that p r o v i d e free o r 
r e d u c e d - c o s t serv ices to a c c o u n t h o l d e r s . 
T h i s a m e n d m e n t , w h i c h is c u r r e n t l y o n l y a 
p r o p o s a l b y the D e p a r t m e n t of L a b o r 
(EXDL), w o u l d , if a p p r o v e d , be effect ive 
r e t r o a c t i v e l y to M a y 11 ,1993 . 

In the M a r c h Pension Digest w e d i s 
cussed P r o h i b i t e d T r a n s a c t i o n E x e m p t i o n 
93-33 ( f o r m e r l y 93-2) i n great d e t a i l . P T E 
93-33 p e r m i t s f i n a n c i a l i n s t i t u t i o n s to offer 
r e d u c e d or no-cost serv ices to s p o n s o r s of 
I R A s , or K e o g h p l a n s for s e l f - e m p l o y e d 
i n d i v i d u a l s . T h i s e x e m p t s s u c h transac
t ions f r o m the p r o h i b i t e d t ransact ton p r o 
v i s i o n s of E R I S A , a n d a l l o w s the use of 

Definition - Continued on page 3 

IRA Amendment Needed for 1993 Law Changes? 
Because of changes b r o u g h t a b o u t b y 

the B u d g e t A c t of 1993, there m a y be a 
brief , b u t necessary, I R A a m e n d m e n t i n 
y o u r c u s t o m e r s ' fu ture . These tax l a w 
changes take effect Jan. 1,1994. 

The Substance of These Changes 

1. T h e first relates to the in terre la t ion
s h i p b e t w e e n taxable Soc ia l Secur i ty bene
fits a n d a n i n d i v i d u a l ' s ad justed gross 
i n c o m e . T h e r e l a t i o n s h i p is a factor i n 
d e t e r m i n i n g h o w m u c h of a n I R A c o n t r i b u 
t i o n is d e d u c t i b l e . 

U n d e r the rules , for the necessary ca lcu
la t ion the a c c o u n t h o l d e r m u s t i n c l u d e i n 
their ad justed gross i n c o m e the lesser of: 

85% of their Soc ia l Secur i ty benefit , o r 

85% of their excess p r o v i s i o n a l i n c o m e 
that is a b o v e the a p p l i c a b l e threshold leve l . 

P r i o r to the 1993 l a w change , these 
a m o u n t s w e r e b o t h 50%. ( A s a n i n d i c a t i o n 
of h o w i m p o r t a n t the IRS c o n s i d e r s this 
change, it d e v o t e d 4-5 pages to this subject 
i n its " P u b l i c a t i o n 590, I n d i v i d u a l 
R e t i r e m e n t A r r a n g e m e n t s " . ) 

IRA Amendment - Continued on page 3 
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spouse Fails in Attempt to Five-Year-Average 
pre-59-1/2 Lump-Sum Death Distribution 

T h e r i g h t to f ive-year-average a l u m p 
s u m d i s t r i b u t i o n f r o m a q u a l i f i e d p e n s i o n 
p l a n is v e r y v a l u a b l e . T h e o p t i o n a l l o w s the 
p l a n par t i c ipant o r their benef i c iary to 
receive a l u m p - s u m d i s t r i b u t i o n a n d the 
benefits of i m m e d i a t e access to p l a n assets 
w i t h a m o r e favorab le tax i m p a c t t h a n s i m 
p l y i n c l u d i n g the l u m p - s u m d i s t r i b u t i o n i n 
that year 's taxable i n c o m e . T h e u s u a l resul t 
of f i v e - y e a r - a v e r a g i n g is taxat ion at a l o w e r 
m a r g i n a l tax rate. T h e e x a m p l e w e are 
about to d iscuss i l lustrates just h o w des i r 
able this o p t i o n is , a n d h o w its a v a i l a b i l i t y 
has c l i anged o v e r t ime. 

The Concept of Five-Year-Averaging 
F i v e - y e a r - a v e r a g i n g w o r k s this w a y : 

• the l u m p - s u m d i s t r i b u t i o n is d i v i d e d 
b y f ive ; 

• a s t a n d a r d a d d i t i o n a l a m o u n t r e q u i r e d 
b y the ca l cu la t ion f o r m u l a is a d d e d ; 

• the tax for this s u m is d e t e r m i n e d 
a c c o r d i n g to a tax table. ( D e p e n d i n g o n the 
d i s t r i b u t i o n a m o u n t , it is m o s t l i k e l y tl iat 
the m a r g i n a l tax rate after d i v i d i n g b y f ive 
w i l l be less t h a n the rate for the total distrit>-
ut ion. ) ; 

• the tax l i a b i l i t y a m o u n t is then m u l t i 
p l i e d b y f ive , to a r r i v e at the total tax l i a b i l i 
ty for the entire l u m p - s u m d i s t r i b u t i o n ; 

• this a m o u n t is d u e i n the year of d i s t r i 
b u t i o n . B u t it is N O T a d d e d to one 's i n c o m e 
- if a n y - i n that year , w h i c h is taxed o n its 
o w n meri ts . 

The Legislative History of Lump-Sum 
Distribution Averaging 

A short recap of the legis lat ive h i s t o r y 
b e h i n d l u m p - s u m d i s t r i b u t i o n a v e r a g i n g is 
a p p r o p r i a t e here. Before the p r o v i s i o n s of 
the T a x R e f o r m A c t of 1986 t>ecame effective 
o n Jan. 1,1987, o n l y 10-year-averaging of 
p e n s i o n d i s t r i b u t i o n s w a s a l l o w e d . F i v e -
year -averag ing w a s a d d e d at that t ime. 
(Ten-year -averaging has been g r a d u a l l y 
p h a s i n g out s ince then.) 

Before 1986 there w a s n o l i m i t a t i o n o n 
the numbier of t imes this c o u l d be d o n e , a n d 
o n l y O N E of the f o l l o w i n g cr i ter ia h a d to be 
met: 

• e m p l o y e e reaches 59-1 /2 , or 

• e m p l o y e e separates f r o m service , o r 

• e m p l o y e e dies , o r 

• e m p l o y e e becomes d i s a b l e d . 

T h e p r o c e d u r e came to be c o m m o n l y 
u s e d b y those i n h i g h - c o m p e n s a t i o n profes
s ions w h o h a d not yet reached ret i rement 

age. These i n d i v i d u a l s w e r e able to accu
m u l a t e s ign i f i cant p l a n balances , then aver
age large l u m p - s u m d i s t r i b u t i o n s they 
rece ived w h e n they " separa ted f r o m ser
v i c e " a n d m o v e d o n to a n e w p o s i t i o n 
of e m p l o y m e n t . 

T h i s resul ted i n subs tant ia l tax 
advantages for d i s t r i b u t i o n s taken b y 
n o n - r e h r e d i n d i v i d u a l s . C o n g r e s s 
t ightened these p r o v i s i o n s w i t h the 
T a x R e f o r m A c t of 1986, its n e w 
rules f a v o r i n g r o l l o v e r s o r t rar^ -
fers to I R A s or other q u a l i f i e d 
p lans rather t h a n d i s t r i b u t i o n 
a v e r a g i n g . B u t i n so d o i n g , these 
post-1986 p r o v i s i o n s m a y resul t 
i n h a r s h or p u r u t i v e conse
quences i n cer ta in s i tuat ions . 
A Key New Statutory 
Requirement 

O n e of the k e y p r o v i s i o n s of 
the n e w rules - a n d a p o i n t u p o n 
w h i c h the f o l l o w i n g e x a m p l e h inges - is 
the n e w statutory r e q u i r e m e n t that i n o r d e r 
to f ive-year-average , the l u m p - s u m d i s t r i b 
u t i o n m u s t be ".. . r e c e i v e d o n or after the 
date o n w h i c h the employee ( emphas i s 
ours) has a t ta ined age 59 -1 /2 
Case History: 
A Challenge to This Provision 

A r e there a n y except ions to the "after-
5 9 - 1 / 2 " l i m i t a t i o n s o n use of the f ive -year -
a v e r a g i n g o p t i o n ? T h e s p o u s e of o n e 
deceased p l a n p a r t i c i p a n t b e l i e v e d there 
w e r e . F o l l o w i n g the d e a t h of her h u s b a n d 
w h o w a s not ye t 59 -1 /2 , she took a l u m p 
s u m d i s t r i b u t i o n f r o m h i s q u a l i f i e d p l a n , 
c l a i m e d f i v e - y e a r - a v e r a g i n g o n her i n c o m e 
tax re turn , a n d s u b s e q u e n t l y f o u n d herself 
at o d d s w i t h the IRS i n U . S . T a x C o u r t o v e r 
her c l a i m a n d tax a p p r o a c h . 

Her Argument Before the Court 
T h e s p o u s e success fu l ly asserted that the 

d i s t r i b u t i o n w a s i n d e e d a l u m p - s u m d i s t r i 
b u t i o n per C o d e sec t ion 402(e)(4)(A), w h i c h 
is the i n i t i a l r e q u i r e m e n t for f ive-year -aver 
a g i n g . B u t the s p o u s e a lso c o n t e n d e d that 
the p r o v i s i o n l i m i t i n g f i v e - y e a r - a v e r a g i n g 
of l u m p s u m d i s t r i b u t i o n s to those 5 9 - 1 / 2 
or o l d e r ( C o d e sec t ion 402(e)(4)(B)(i)) con
cerned o n l y s u c h d i s t r i b u t i o n s to a n 
e m p l o y e e , not a d e s i g n a t e d benef ic iary . T h e 
exact l a n g u a g e she focused o n i n the sect ion 
re fer r ing to l u m p - s u m d i s t r i b u t i o n s reads: 
"... w i t h respect to a n e m p l o y e e ...". 

T h u s the s p o u s e u s e d this d e f i n i t i o n i n 

its n a r r o w e s t m e a n i n g to s u p p o r t her case. 
She, a c c o r d i n g to the r e a s o n i n g , w a s n o t the 
e m p l o y e e a n d therefore not l i m i t e d b y the 
post -59-1/2 r e q u i r e m e n t . 

The Court's Response 
As to the spouse ' s first con

tent ion, the C o u r t a g r e e d that the 
d i s t r i b u t i o n D I D q u a l i f y as a l u m p 
s u m d i s t r i b u t i o n . B u t the C o u r t d i f 
fered w i t h h e r w i t h r e g a r d to the post-

59 -1 /2 l i m i t a t i o n a n d its a p p l i c a t i o n 
to those other t h a n the speci f ic 

p l a n p a r t i c i p a n t . T h e C o u r t 
p o i n t e d o u t that i n its in terpre 
tat ion of the C o d e , a l l d i s t r i b u 
t ions, n o matter w h e t h e r p a i d 
out to the ac tua l p l a n p a r t i c i 
p a n t or p a i d o u t to another 
rec ipient , are m a d e " w i t h 
respect t o " a n e m p l o y e e a n d h i s 
or her p l a n assets. T h e spouse ' s 
r e a d i n g of this passage to m e a n 

the same t h i n g as " p a i d to" w a s 
i n error, the C o u r t j u d g e d . T h e l u m p - s u m 
d i s t r i b u t i o n of her h u s b a n d ' s p l a n assets 
w a s s t i l l a d i s t r i b u t i o n " w i t h respect t o " 
h i m , a n d therefore the l i m i t a t i o n w o u l d 

apply -
A d d i t i o n a l l y , the C o u r t referred to the 

language of the per t inent passages descr ib 
i n g the f i v e - y e a r - a v e r a g i n g l i m i t a t i o n 
clause; i n p a r t i c u l a r , the s u b h e a d i n g reads: 
" A v e r a g i n g to a p p l y to 1 l u m p - s u m distrit>-
u t i o n after age 59-1 /2 . " 

T h e C o u r t p o i n t e d out that this s u b h e a d 
i n g does not indicate that l u m p - s u m dis t r i t i -
u t i o n to the ac tua l e m p l o y e e ( p l a n p a r t i c i 
pant) w o u l d be treated a n y d i f f e r e n t l y f r o m 
d i s t r i b u t i o n s to others ( such as benef ic ia 
ries). N o reference to persons - e m p l o y e e s 
or o t h e r w i s e - is m a d e i n this s u b h e a d i n g . 
Court Refers to Legislative History 

T h e C o u r t no ted that there is adequate 
p r i o r legis lat ive h i s t o r y c o n c e r n i n g the h a n 
d l i n g of tax treatment for d i s t r i b u t i o n s to 
w i d o w s of deceased pre -59 -1 /2 e m p l o y e e s . 
T h i s h i s tory , the C o u r t c o n t e n d e d , s h o w s 
s u c h benefic iar ies N O T to be e x e m p t f r o m 
pre-59-1 /2 requi rements . 

T h u s , this w i d o w of a deceased pre-59-
1/2 q u a l i f i e d p l a n par t i c ipant , h a v i n g taken 
a l u m p - s u m d i s t r i b u t i o n , is l iab le for its f u l l 
tax b u r d e n as " r e g u l a r i n c o m e " i n the year 
rece ived. She cannot i m p r o v e her s i t u a t i o n 
t h r o u g h f i v e - y e a r - a v e r a g i n g as she h a d 
h o p e d . 

Spouse Fails - Continued on page 3 
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spouse Fails 
Continued from page 2 

Harshness of Current Rules is Clear 

T h i s s i t u a t i o n p o i n t s o u t how far the 
regulatory p e n d u l u m c a n s w i n g f r o m one 
side of a n issue to the other. F r o m the v e r y 
l iberal 10-year-averaging rules that did not 
require at ta inment of age 59-1/2 (unless nei 
ther death, d i s a b i l i t y nor separat ion f r o m ser
vice appl ied) , the current age 59-1/2 require
m e n t c a n t\ave h a r s h consequences. A 
spouse hieneficiary who may be h e a v i l y 
d e p e n d e n t o n a h u s b a n d o r wi fe ' s p l a n 
assets m a y be d e n i e d a tax o p t i o n that c o u l d 
be benefic ial to them. 

T h i s m a y w e l l be a s i tuat ion i n w h i c h a n 
i n d i v i d u a l , o r their tax a d v i s o r , got " c a u g h t " 
by a s s u m i n g that rules f a v o r i n g beneficiaries 
i n s u c h cases h a d been retained u n d e r j a e w 
l a w . 

1. Pre-59-iy2 Limitation and Options 
i n Spousal Situations 

E v e n t h o u g h f ive-year-averaging is pre
c l u d e d if the deceased p l a n part ic ipant has 
not reached age 59-1/2 , ro l lover of h is or her 
assets to the spouse 's O W N I R A is a g o o d 
alternative. H a d the spouse i n o u r e x a m p l e 
been p r o p e r l y counse led , she m i g h t v e r y 
w e l l have chosen a ro l lover . 

O t h e r opt ions , if the p l a n a l l o w s , are total 
d i s t r i b u t i o n w i t l i i n f ive years, or a Life d i s t r i 
b u t i o n schedule . In e i ther case, a m o u n t s 
received are treated as o r d i n a r y i n c o m e i n 
s u c h years a n d taxed according ly . 

2. Pre-59-1/2 Limitation and Options 
in Non-Spousal Situations 

N o n - s p o u s e t)enefidaries d o not h a v e the 
o p t i o n to r o l l o v e r the p l a n part ic ipant 's 
assets. D e p e n d i n g o n the l imitat ions w i t h i n 
the p l a n , they m a y be able to take n o n - l u m p -
s u m dis t r ibut ions i n the f o r m of a f ive-year 
p a y o u t , o r a l i fe d i s t r i b u t i o n . Both Options 
spread out their tax l iab i l i ty b y r e d u c i n g the 
a m o u n t that m u s t be d is t r ibuted and taxed 
i n a g i v e n year. 

B u t not all plans are written so liberally. 
T h e fact that the IRS a l l o w s this does not 
m e a n that the p l a n w i l l . S o m e p l a n a d m i n i s 
trators prefer to see f u n d s leave the p l a n as 
soon as possible w h e n the e m p l o y e e has 
d i e d . Therefore, s o m e p l a n s are w r i t t e n i n a 
w a y that requires a lump-sum distribution. 

If the benef ic iary is a non-spouse , a n d 
cannot 5/10-year-average the d i s t r i b u t i o n , 
they - d e p e n d i n g o n the m a g n i t u d e of the 
deceased p a r t i c i p a n f s assets - m a y face suh-
stantial ly increased tax l iab i l i ty i n the dis tr ib
u t i o n year. A n d consequent ly , a m u c h 
greater loss of the inher i ted assets t h r o u g h 
taxation. F Q 

Definition 
Continued from page 1 

s u c h re la t ionship b a n k i n g practices for cus
tomers that meet certain account type or 
account balance criteria. In general , the rules 
p r o h i b i t inst i tut ions f r o m d i s c r i m i n a t i o n 

against IRAs or Keoghs in either rate-of-
r e t u m or investment o p p o r t u n i t y , w h e n 
c o m p a r e d to other accounts that d o not 
receive the same free or reduced-cost ser
vices. S u c h p r o g r a m s also m u s t be consistent 
w i t h state a n d federal b a n k i n g l a w s . 

Securities Originally 
Were Not Included 

U n d e r P T E 93-33, the d e f i n i t i o n of 
" d e p o s i t " for purposes of m e e t i n g the 
e x e m p t i o n d i d not o r i g i n a l l y i n c l u d e invest
ments i n securities. I R A s a n d K e o g h s w i t h 
s u c h investments therefore d i d not q u a l i f y . 
( A s o r i g i n a l l y w r i t t e n , P T E 93-33 also d i d not 
i n c l u d e S E P plans . S E P plans w e r e a d d e d b y 
a n a m e n d m e n t i n M a y of 1993.) O n N o v . 19, 
the D O L m a d e the current a m e n d m e n t p r o 
p o s a l to further b r o a d e n the e x e m p t i o n to 
i n c l u d e IRAs a n d Keoghs with securities 
i n v e s t m e n t s , p r o v i d e d that these are securi-

IRA Amendment 
Continued from page 1 

2. U n d e r the B u d g e t A c t of 1993, tiiere are 
n e w l i m i t s o n the a m o u n t of a n employee ' s 
c o m p e n s a t i o n that c a n he cons idered i n 
d e t e r m i n i n g a tax-deduct ible e m p l o y e r con
t r ibut ion to a S E P - I R A p l a n , that l i m i t is n o w 
$150,000 (and w i l l be indexed) , r e d u c e d 
f r o m the former $200,000 ( w h i c h w i t h i n d e x 
i n g h a d reached $235,840). 
Additional Provisions of Concern 

In a d d i t i o n to these changes b r o u g h t 
about b y the 1993 tax b i l l , t w o other i tems 
are i m p o r t a n t . T h e y are: 

a. T h e n e w f o r m u l a that aggregates I R A s 
a n d certain other ret irement p lans for F D I C 
insurance coverage, w i t h a M A X I M U M total 
of $100,000. F o r m e r i y , E A C H p l a n h a d 
$100,000 of coverage. 

b . N e w IRS rules for the w i t h d r a w a l of 
certain current-year I R A contr ibut ions u n d e r 
C o d e sect ion 408(d)(4). 

Wltat Kind of Amendment? 
T h e above changes are covered i n a s i m 

p l e one-page a m e n d m e n t p r o v i d e d b y C W F . 
Please cal l us for i n f o r m a t i o n o n pr ice a n d 
avai lab i l i ty , at 1-800-346-3961. 
If/When You Should Amend 

Y o u r need to a m e n d d e p e n d s o n the 
degree of detai l a n d c o m p l i a n c e prec is ion o n 
these subjects contained in y o u r present I R A 
p l a n d o c u m e n t s or amendments . S o m e s u p 
pl iers ' forms are si lent or indef ini te o n these 

ties investments for w h i c h market quotat ions 
are r e a d i l y avai lab le (whose v a l u e c a n there
fore be r e a d i l y de termined) . 

T h e CXDL's rat ionale for p r o p o s i n g this 
a m e n d m e n t appears to be to p e r m i t those 
w i t h I R A a n d K e o g h plans a w i d e r range of 
inveshnent o p t i o n s than w a s possible u n d e r 
the prior definition of "dqx)sif', while still 
re ta in ing the e x e m p t i o n . T h i s e x e m p t i o n 
w o u l d not, h o w e v e r , a p p l y if the invest
ments i n ques t ion w e r e offered o n l y to those 
w i t h I R A s or K e o g h s . 

W r i t t e n c o m m e n t s or requests for a p u b 
lic h e a r i n g o n this p r o p o s e d a m e n d m e n t 
s h o u l d be m a d e n o later than Dec . 31,1993. 
Those w h o have c o m m e n t s o n h o w a rela
tionship b a n k i n g p r o g r a m that i n c l u d e d 
s u c h securities w o u l d w o r k , or o n w h e t h e r 
a d d i t i o n a l safeguards for P T E 93-33 are 
desirable , are especia l ly encouraged to sub
m i t c o m m e n t s . These a n d a l l r ^ v a n t ethers-
s h o u l d be sent to: 

L a b o r D e p a r t m e n t , Of f i ce of E x e m p t i o n 
D e t e r m i n a t i o n s , P e n s i o n a n d W e l f a r e 
Benefits A d m i n i s b ^ t i o n , R o o m N-5649,200 
C o n s t i t i j t i o n A v e . N W , W a s h i n g t o n , D . C . 
20210. I Q 

issues. These f o r m s m a y not require a m e n d 
ment , b u t they are also w e a k i n their adher
ence to the IRS m a n d a t e that the I R A 
D i s c l o s u r e Statement m u s t contain a " p l a i n 
E n g l i s h " d i s c u s s i o n of a l l i m p o r t a n t rules 
that affect I R A s . 

C W F I R A p l a n agreements a n d a m e n d 
ments d o conta in these details. 

If y o u use C W F I R A p l a n agreements or 
a m e n d m e n t s , or those of another s u p p l i e r 
that conta in these p r o v i s i o n s that are n o w 
changed b y the n e w tax b i l l , here are y o u r 
opt ions : 

1. P r o v i d e this a m e n d m e n t as s o o n as 
convenient , p e r h a p s i n the Fair M a r k e t V a l u e 
(customer statement) m a i l i n g that m u s t be 
f u r n i s h e d to accountholders b y Jan. 31,1994. 

2. W a i t for a n i n t e r i m p e r i o d o n the 
chance that a d d i t i o n a l I R A changes m a y take 
place i n the c o m i n g year. T h i s means , h o w 
ever, that y o u r customers ' p lans w i l l tem
p o r a r i l y have these out-of-date p r o v i s i o n s . 

3. D i s r e g a r d these changes as m i n o r , a n d 
d o not tung. 

T h o u g h O p t i o n 1 is most r e c o m m e n d e d , 
w e feel comfortable w i t h t e m p o r a r i l y defer
ring this a m e n d m e n t as i n O p t i o n 2, b u t n o 
later t h a n Dec . 31,1994. 

W E D O N O T R E C O M M E N D dis regard
i n g this a m e n d m e n t ent irely if y o u r p l a n 
d o c u m e n t s a n d a m e n d m e n t s have these pro
v is ions . 

F o r further g u i d a n c e o n this subject, con
tact J i m C a r l s o n or one of the other C W F I R A 
consultants at l -800-346-3%l . PQ 
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• • • Check It Out • • • Plan N o w for January 
Customer Reporting 
of IRA Fair Market 
Value and 1099-R 

We w o u l d l i k e to r e m i n d Pension Digest 
s u b s c r i b e r s of the f a s t - a p p r o a c t i i n g d e a d 
l i n e f o r r e p o r t i n g of D e c . 31 ,1993 , IRA f a i r 
m a r k e t v a l u e s ( F M V ) , w h i c h m u s t be p r o 
v i d e d to a c c o u n t h o l d e r s b y Jan. 31 ,1994. 
T h i s r e p o r t is a l so k n o w n as the " c u s t o m e r 
s t a t e m e n t " . 

T h e i m p o r t a n c e of c o m p l e t i n g this 
r e p o r t i n g i n a n accurate a n d timely fash
i o n c a n n o t be o v e r e m p h a s i z e d . A s w e 
d e s c r i b e d i n d e t a i l i n the N o v e m b e r 1991 
i ssue o f The Pension Digest, there are suh)-
s t a n t i a l pena l t i es for f i l i n g f a i l u r e s . 

A l s o c o v e r e d i n the N o v e m b e r 1991 
i s s u e w e r e : 

• w h o is e n t i t l e d to rece ive a c u s t o m e r 
s ta tement ; 

• notes o n deceased a c c o u n t h o l d e r s ; 

• i n h e r i t e d a c c o u n t s / c u s t o m e r state
m e n t r e p o r t i n g ; 

• e n c l o s u r e s a l l o w e d w i t h this m a i l i n g ; 

• r e q u i r e d l a n g u a g e o n s tatements ; 

• the 5498 e x c e p t i o n . 

If y o u ' d l i k e a c o p y of this back issue, 
please send $2 p l u s a s tamped, self-
addressed envelope to: T h e P e n s i o n Digest , 
C u s t o m e r Statements Repr in t , P . O . Box 426, 
B r a i n e r d , M N 56401. 

C o n s u l t i n g customers m a y ca l l at a n y 
time for c lar i f icat ion of questions about cus
tomer statement m a i l i n g s at 1-800-346-3961. 

1099-R Reminder, Too 

I R A C u s t o d i a n i n s t i t u t i o n s are a l so 
r e m i n d e d of the d e a d l i n e of J a n u a r y 31 fo r 
F o r m 1099-R r e p o r t i n g to c u s t o m e r s . T h e 
1099-R r e p o r t s b o t h p a r t i a l a n d total I R A 
d i s t r i b u t i o n s . It has a J a n u a r y 31 d e a d l i n e 
because i t m a y be n e e d e d b y the c u s t o m e r 
f o r i n c o m e tax r e p o r t i n g . 

T h e ac tua l I R S - v e r s i o n 1099-R, or a s u b 
s t i tute that meets IRS spec i f i ca t ions , m a y 
be u s e d . F a i l u r e to f i le the 1099-R i n a 
t i m e l y f a s h i o n is subject to a p e n a l t y of 
$25 p e r d a y per f o r m , w i t h a m a x i m u m 
a n n u a l p e n a l t y o f $15,000. (The N o v e m b e r 
1991 Pension Digest a l so d i s c u s s e d these 
r e q u i r e m e n t s i n detai l . ) 

Question: W h e n an accountholder turns 70-1/2, what forms should be fi l led out 
i n order to handle their distribution elections and calculations properly? 

• A n s w e r . T h i s is a v e r y i m p o r t a n t t i m e i n the l i fe of a n I R A a c c o u n t h o l d e r , a n d 

the a d m i n i s t r a t i v e r e s p o n s i b i l i t i e s c a n n o t be t a k e n l i g h t l y . 
T h e f o r m s y o u use w i l l of c o u r s e 

d e p e n d o n your s o u r c e , o r s e r v i c e 
p r o v i d e r . 

D i f f e r e n t p r o v i d e r s m a y h a v e d i f f e r 
ent a p p r o a c h e s . W e r e c o m m e n d the f o l 
l o w i n g a p p r o a c h , u s i n g three f o r m s . 

C W F F o r m #203N is u s e d to 
o b t a i n the a c c o u n t h o i d e r ' s i r r e v o c a b l e 
e lec t ions for p u r p o s e s of the r e q u i r e d 
m i n i m u m d i s t r i b u t i o n c a l c u l a t i o n (to 
e n s u r e that the 50% excise tax for 
u n d e r - d i s t r i b u t i o n w i l l not a p p l y ) . It 
is o n l y s i g n e d once . It o b t a i n s i n f o r 
m a t i o n a b o u t the d e s i g n a t e d b e n e f i -
c iary( ies ) , to d e t e r m i n e w h e t h e r a 
s i n g l e o r a jo in t l i fe e x p e c t a n c y fac
tor w i l l be u s e d . It a lso ga thers the 
e l e c t i o n w i t h respect to w h e t h e r 
r e c a l c u l a t i o n o r n o n r e c a l c u l a t i o n 
w i l l be u s e d . T h e e lec t ions f r o m 
th is f o r m are u s e d to ca l cu la te 
the r e q u i r e d m i n i m u m d i s t r i b u t i o n 
a m o u n t for a n y g i v e n year . 

T h e r u l e is that the a n n u a l d i s 
t r i b u t i o n a m o u n t to be p a i d the 
a c c o u n t h o l d e r m u s t e q u a l o r 
exceed the r e q u i r e d m i n i m u m d i s 
t r i b u t i o n a m o u n t . H o w e v e r , the 
a c c o u n t h o l d e r d o e s n e e d to estab
l i s h a p e r i o d i c p a y o u t s c h e d u l e , 
w h i c h c a n be c h a n g e d . C W F has 
d e v e l o p e d F o r m #64 ( P e r i o d i c 
P a y m e n t I n s t r u c t i o n for 
R e q u i r e d M i n i m u m D i s t r i b u t i o n ) to 
be u s e d to es tab l i sh this p e r i o d i c 
p a y o u t s c h e d u l e . It p r o v i d e s for a n 
o n g o i n g d i s t r i b u t i o n i n s t r u c t i o n , 
a n d h a n d l e s the i n i t i a l w i t h h o l d i n g 
r e q u i r e m e n t . 

T o h a n d l e the o n g o i n g w i t h 
h o l d i n g r e q u i r e m e n t s , a n o t h e r 
f o r m is n e e d e d , C W F F o r m #59B 
or #59C. ( A l t e r n a t i v e l y , the IRS 
F o r m W - 4 P c o u l d be u s e d , b u t it 
is not as easy to use as the C W F 
forms . ) R e m e m b e r that a n n u a l l y o r s e m i - a n n u a l l y 
the I R A c u s t o d i a n m u s t r e m i n d those p e o p l e r e c e i v i n g p e r i o d i c d i s 
t r i b u t i o n s that the i r p r e v i o u s w i t h h o l d i n g w i l l c o n t i n u e to a p p l y if not a l t e r e d , that 
penal t ies m a y a p p l y for u n d e r w i t h h o l d i n g , a n d that they m a y c h a n g e their p r e v i o u s 
w i t h h o l d i n g i n s t r u c t i o n . I Q 

The Pension Digest invites your questions and comments. 
Please address to "Check It Out," Collin W. Fritz and Associates, Ltd., 
P.O. Box 426, Brainerd, MN 56401. 
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EXTRA 
A supplement to your monthly pension neu)sletter 

V 

Final Reminder. 
IRA Amending for Rev. 
Proc. 92-38 Completed? 

A p p r o x i m a t e l y one year ago f inancial 
institutions began a m e n d i n g their I R A s to 
c o m p l y w i t h A n n o u n c e m e n t 93-3, 
incorporat ing the n e w I R A p l a n language 
issued i n October 1992. A n n o u n c e m e n t 93-3 
required a m e n d i n g to be completed b y Dec . 
31,1993. M a n y institvitions d i d so w i t h their 
January 1993 Fair M a r k e t Va lue (customer 
statement) mai l ings or their June statements. 
M o s t others have a m e n d e d since that t ime. 

B u t a few institutions have not yet 
a m e n d e d for this, the most s w e e p i n g 
a m e n d m e n t since the Tax R e f o r m A c t of 
1986. If you ' re one of these institutions, y o u 
have v e r y little time to comply . Please call us 
at 1-800-346-3961 for more in format ion . 

( N o t e : T h i s s h o u l d not be c o n f u s e d 
w i t h a m e n d i n g for the R e v e n u e 
R e c o n c i l i a t i o n A c t of 1993, the 1993 b u d g e t 
act; d i s c u s s e d e l s e w h e r e i n this issue.) 

IRA Disclosure for Annuity, 
Securities Investments Available 

A s subscribers to T7w Pension Digest are 
w e l l aware, the compl iance concerns raised 
b y investments in annuit ies a n d securities are 
of great importance. The last several issues of 
The Pension Digest have gone into great detai l 
o n the possible prohib i ted transactions that 
m a y occur if financial institufions receive 
commiss ions for direct ing I R A investments 
into certain annuit ies or securities. 

Proper disclosure is a method of d e a l i n g 
w i t h the prohib i ted transaction risk. In other 
w o r d s , y o u m u s t ensure - a n d he able to 
prove - that the customer is f u l l y in formed of 
tfie pertinent details of the transaction before 
it is made. 

C o l l i n W . Fr i tz and Associates has drafted 
a disclosure d o c u m e n t to be used b y I R A 
custodians w h e n e v e r they m a y be receiving a 
c o m m i s s i o n for such a n a n n u i t y or securities 
investment transaction. 

Please cal l us at 1-800-346-3%! for more 
informat ion. I Q 

IRS Extends VCR Program 
for Correcting Plan Defects 
Volimtary Compliance 
Program is Also 
Expanded, Simplified 

T h e V o l u n t a r y C o m p l i a n c e R e s o l u t i o n 
( V C R ) p r o g r a m w a s created to enable 
q u a l i f i e d ret i rement p l a n s p o n s o r s to correct 
p l a n defects as p a i n l e s s l y as poss ib le . If left 
u n r e s o l v e d , s u c h defects can threaten the 
tax-deferred s tahis of a q u a l i f i e d re t i rement 
p l a n . T h e consequences of p l a n 
d i s q u a l i f i c a t i o n are great. T h e y m a y i n c l u d e 
loss of c o n t r i b u t i o n d e d u c t i o n s for the 
e m p l o y e r , as w e l l as an unexpec ted a n d 
p o t e n t i a l l y large tax b u r d e n for p l a n 
p a r t i c i p a n t s , w h o s e c o n t r i b u t i o n s are n o 
l o n g e r tax-deferred. 

T h e V C R p r o g r a m a p p l i e s spec i f i ca l ly to 
p l a n s that have cer ta in " o p e r a t i o n a l 
defects" , a n d are n o t a l r e a d y u n d e r r e v i e w 
for poss ib le c o m p l i a n c e fa i lures . P l a n 
a d m i n i s t r a t o r s i n effect " o w n u p " to 
c o m p l i a n c e p r o b l e m s , a n d are " f o r g i v e n " if 
the e m p l o y e r p a y s a cer ta in fee, corrects the 
defect(s) , a n d s h o w s e v i d e n c e of a n intent to 
a d m i n i s t e r the p l a n p r o p e r l y i n the future . 

T h e p r o g r a m w a s in i t ia ted u n d e r 
R e v e n u e P r o c e d u r e 92-89 a n d w a s 
s c h e d u l e d to expire o n Dec . 31 ,1993. 
H o w e v e r , R e v e n u e P r o c e d u r e 93-36 w a s 
i s s u e d o n Sept. 20,1993, (advance not ice 
i s sued A u g u s t 30), e x t e n d i n g the p r o g r a m 
t h r o u g h Dec . 31,1994. G i v e n the 
s i m p l i f i c a t i o n a n d re f inements i n c l u d e d i n 
this latest R e v e n u e P r o c e d u r e , i t a p p e a r s 
that the p r o g r a m is b e i n g v i e w e d as a 
p o s i t i v e step to correc t ing p l a n defects. T h e 
newest changes a p p e a r to be d e s i g n e d to 
m a k e it e v e n more so. 
WItat Plans Qualify? 

P l a n s that m a y be corrected u n d e r this 
p r o g r a m are those g u i l t y of " o p e r a t i o n a l " 

VCR Application Procedure 
Normal case processing under the 

V C R program requires the plan 

sponsor to send a letter to the 

Na tbna l Office containing the 

fol lowing: 

1 . a description of the operational 

defects and the years in which the 

defects occurred; 

2. description of the current 
administrative procedures; 

3. explanation of how and why the 
defects occurred; 

4 . description of the proposed 

method of correction; 

5. descr ip tbn of the measures that 

will be implemented to assure that 

the defects do not occur again; 

6. a statement attesting that the 

plan is not currently under 

examination by the IRS. 

v i o l a t i o n s u n d e r C o d e sect ion 401(a). 
E x a m p l e s of o p e r a t i o n a l defects i n c l u d e : 

• fa i lure to p e r f o r m n o n d i s c r i m i n a t i o n 
test ing o n the p l a n ' s a l l o c a t i o n of 
c o n t r i b u t i o n s ; 

• i m p r o p e r l y a p p l y i n g v e s t i n g schedules 
to e m p l o y e e s ; 

• i m p r o p e r a p p l i c a t i o n o f e l i g i b i l i t y a n d 
p a r t i c i p a t i o n ru les ; 

• fa i lure to o b t a i n s p o u s a l consent w h e n 
r e q u i r e d ; 

• use of incorrec t c o m p e n s a t i o n 
d c f i n i t i o n ( s ) w h e n a l l o c a t i n g c o n t r i b u t i o n s ; 

• i m p r o p e r a d m i n i s t r a t i o n of p l a n loans. 

VCR Program - Continued on page 2 
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VCR Program 
Continued from page 1 

What Plans Do Not Qualify? 
A s stated a b o v e , p l a n s that are a l r e a d y 

u n d e r a n E m p l o y e e P l a n s e x a m i n a h o n are 
not e l i g i b l e . P l a n s m u s t a l so h a v e b e e n 
i s s u e d a D e t e r m i n a t i o n Let ter w h i c h h a d 
taken i n t o c o n s i d e r a t i o n the Tax E q u i t y a n d 
F i s c a l R e s p o n s i b i l i t y A c t ( T E F R A ) of 1982, 
the Tax R e f o r m A C T ( T R A ) of 1984, a n d the 
Ret i rement E q u i t y A c t ( R E A ) of 1984. 

F u r t h e r m o r e , u n d e r the p r e v i o u s 
R e v e n u e P r o c e d u r e 92-89, p l a n s w h o s e 
v i o l a t i o n s are of a n " e x c l u s i v e b e n e f i t " 
nature , o r that are g u i l t y o f " r e p e a t e d , 
del iberate o r f l a g r a n t " v i o l a t i o n s , w e r e a lso 
not e l i g i b l e . These p r o v i s i o n s h a v e b e e n 
c h a n g e d s o m e w h a t b y R . R 93-26.The 
" r e p e a t e d , de l ibera te a n d f l a g r a n t " c lause 
has b e e n rep laced w i t h a s t a n d a r d that the 
p l a n ' s o p e r a t i o n a l defects m u s t n o t be 
" e g r e g i o u s " - m e a n i n g n o t a b l y or 
u n u s u a l l y f lagrant . R e p e a t e d l y a n d 
w r o n g f u l l y c o n t r i b u t i n g o n l y o n b e h a l f o f 
h i g h l y c o m p e n s a t e d e m p l o y e e s w o u l d be 
a n e x a m p l e of a n " e g r e g i o u s " v i o l a t i o n . 

R e p o r t e d l y , v i r t u a l l y a n y p l a n that has a 
p r o p e r d e t e r m i n a t i o n letter a n d is n o t 
a l r e a d y u n d e r a u d i t m a y a p p l y u n d e r this 
p r o g r a m ' s n e w p r o v i s i o n s . 

Some Plans Have A Simpler 
Compliance Option 

P l a n s that f a i l to meet a q u a l i f i c a t i o n 
r e q u i r e m e n t that b e c a m e effective o n o r 
after Jan. 1,1989, need n o t - i n d e e d cannot 
- a p p l y for rel ief u n d e r the V C R p r o g r a m . 
S u c h p l a n s a l r e a d y h a v e cinother o p t i o n 
t h r o u g h the " R e m e d i a l A m e n d m e n t 
P e r i o d " (Rev. P r o c . 92-36), w h i c h does n o t 
expire u n t i l the f i n a l d a y of the 1994 p l a n 
year. 

S u c h p l a n s c a n correct these defects b y 
retroact ive a m e n d m e n t ra ther than 
p a r t i c i p a t i n g i n the V C R p r o g r a m o r 
p a y i n g the p r o g r a m ' s s a n c t i o n fee. 

( H o w e v e r , if the p l a n defect(s) arose 
after the p r o p e r a m e n d m e n t s for post - Jan. 
1,1989, q u a l i f i c a t i o n r e q u i r e m e n t s w e r e 
m a d e , the p l a n IS e l i g i b l e for cor rec t ion 
u n d e r the V C R p r o g r a m . ) 

VCR Application Procedure 
N o r m a l case p r o c e s s i n g u n d e r the V C R 

p r o g r a m requires the p l a n s p o n s o r to send 
a letter to the N a t i o n a l O f f i c e c o n t a i n i n g 
the f o l l o w i n g ; 

1. a d e s c r i p t i o n of the o p e r a t i o n a l 
defects a n d the years i n w h i c h the defects 
o c c u r r e d ; 

2. d e s c r i p t i o n o f the c u r r e n t 
a d m i n i s t r a t i v e p r o c e d u r e s ; 

3. e x p l a n a t i o n o f h o w a n d w h y the 
defects o c c u r r e d ; 

4. d e s c r i p t i o n of the p r o p o s e d m e t h o d o f 
correc t ion ; 

5. d e s c r i p t i o n of the measures that w i l l 
be i m p l e m e n t e d to assure that the defects 
d o n o t o c c u r a g a i n ; 

6. a statement attest ing that the p l a n is 
not current ly u n d e r e x a m i n a t i o n b y tine IRS. 

Compliance Statement Received 
by the Plan from the IRS 

H a v i n g p r o v i d e d the a b o v e six i tems to 
the IRS, the p l a n s p o n s o r w i l l receive a 
c o m p l i a n c e statement f r o m the N a t i o n a l 
Of f i ce of the IRS w h i c h i n c l u d e s : 

A . T h e s tatement w i l l i d e n t i f y the 
defects , the r e q u i r e d correc t ive a c t i o n , 
p r o c e d u r e s to be i m p l e m e n t e d a n d the time 
f rame for i m p l e m e n t a t i o n , 

B. O n l y those o p e r a t i o n a l defects n o t e d 
b y the p l a n s p o n s o r w i l l be c o v e r e d b y the 
IRS c o m p l i a n c e statement. 

C . T h e p l a n s p o n s o r m u s t s i g n a n d 
return ( w i t h i n 21 d a y s o f issuance) a letter 
o f a c k n o w l e d g e m e n t a g r e e i n g to the terms 
o f the IRS c o m p l i a n c e statement. 

D . If the a c k n o w l e d g e m e n t is n o t s i g n e d 
a n d r e t u r n e d the p l a n w i l l be referred to 
the a p p r o p r i a t e D i s t r i c t O f f i c e for 
e x a m i n a t i o n . 

Rev. Proc. 93-36 Adds Streamlined 
Review Procedure Option 

Before R e v e n u e P r o c e d u r e 93-36, n o r m a l 
case p r o c e s s i n g of m o s t V C R requests w a s 
the same regardless of the k i n d of 
o p e r a t i o n a l defect. Fees u n d e r n o r m a l case 
p r o c e s s i n g w e r e essent ia l ly d e t e r m i n e d b y 
p l a n s ize , a n d c o u l d range a n y w h e r e f r o m 
$500 for a s m a l l p l a n to $10,000 f o r a large 
p l a n . 

H o w e v e r , m u c h has c h a n g e d to 
s t reamline case p r o c e s s i n g w i t h the a r r i v a l 
o f R.R 93-36. N e w l y i n p lace is w h a t is 
ca l led the " S t a n d a r d i z e d V C R P r o c e d u r e " , 
or SVP, i n t e n d e d to ease the b u r d e n of p l a n 
sponsors (and p r o b a b l y the IRS as w e l l ) . Its 
requirements are s i m p l e r a n d - as the n a m e 
suggests - m o r e s t a n d a r d i z e d , i n c l u d i n g a 
s t a n d a r d $350 penalty. 

T h e o p e r a t i o n a l defects q u a l i f y i n g for 
S V P treatment i n c l u d e : 

1. fa i lure to p r o v i d e the m i n i m u m t o p -
h e a v y benef i t to " n o n - k e y " e m p l o y e e s 
u n d e r sect ion 415; 

2. fa i lure to sat isfy the A D P , A C P or 
m u l t j p l e - u s e tests; 

3. fa i lure to p r o p e r l y d i s t r i b u t e elect ive 
deferra ls ; 

4. e x c l u s i o n of e l ig ib le e m p l o y e e s f r o m 
p l a n p a r t i c i p a t i o n . 

O p e r a t i o n a l defects o ther than these w i l l 
c o n t i n u e to be reviewed u n d e r n o r m a l 
V o l u n t a r y C o m p l i a n c e R e s o l u t i o n case 
p r o c e s s i n g p r o c e d u r e s . 

The SVP Application, 
Compliance Procedure 

W h e n a p l a n s p o n s o r w i s h e s to 
p a r t i c i p a t e i n th is a b b r e v i a t e d c o m p l i a n c e / 
c o r r e c t i o n p r o c e d u r e , they m u s t s u b m i t a 
" S V P N o t i f i c a t i o n L e t t e r " to the IRS 
N a t i o n a l O f f i c e , p r o v i d i n g : 

a. the same bas ic i n f o r m a t i o n d e s c r i b i n g 
the o p e r a t i o n a l defect , c u r r e n t p r o c e d u r e s , 
h o w a n d w h y the defect o c c u r r e d , etc.; 

b . a d e s c r i p t i o n of the correct ive m e t h o d 
( f o u n d i n sec t ion 7 of R.R 93-36), a n d a 
s tatement that the s p o n s o r w i l l f o l l o w that 
s t a n d a r d c o r r e c t i o n m e t h o d ; 

c. the time f r a m e w i t h i n w h i c h the 
c o r r e c t i o n w i l l b e m a d e . N i n e f y d a y s is the 
n o r m a l time a l lo t ted for c o r r e c t i o n . 
H o w e v e r , a n a d d i t i o n a l 30 d a y s (120 d a y s 
total) m a y b e requested w h e n the 
N o t i f i c a t i o n Let ter is s u b m i t t e d , p r o v i d i n g 
the reason for the e x t e n s i o n request ; 

d . the $350 V o l u n t a r y C o m p l i a n c e fee, 
s u b m i t t e d at the time of the request . 

( C o p i e s of F o r m 5500 n e e d n o t be 
enclosed. ) 

SVP Not Mandatory for These 
Operational Defects 

Just because a p l a n ' s o p e r a t i o n a l 
defect(s) q u a l i f i e s for h a n d l i n g u n d e r the 
s i m p l i f i e d S t a n d a r d i z e d V C R P r o c e d u r e 
p r o g r a m , this does n o t m e a n it m u s t be 
p u r s u e d i n this f a s h i o n . If, fo r e x a m p l e , a 
p l a n s p o n s o r w i s h e s to p r o p o s e a n 
a l te rnat ive m e t h o d for cor rec t ion to that 
o u t l i n e d i n R . P 93-36 ( i tem B above) , the 
s p o n s o r m a y use the n o r m a l V C R P r o g r a m 
w i t h its m o r e i n d i v i d u a l i z e d case 
p r o c e s s i n g p r o c e d u r e s . 

R.R 93-36 Also Modifies 
Aggregating Rule 

U n d e r the " o l d r u l e s " , a n y p l a n that is 
a g g r e g a t e d w i t h a n o t h e r p l a n that is 
c u r r e n t l y u n d e r IRS e x a m i n a t i o n w a s 
e x c l u d e d f r o m c o n s i d e r a t i o n u n d e r the 
V o l u n t a r y C o m p l i a n c e R e s o l u t i o n p r o g r a m . 
H o w e v e r , R e v e n u e P r o c e d u r e 93-36 has 
m o d i f i e d this . A n aggregated p l a n u n d e r 
s u c h c i r c u m s t a n c e s m a y n o w request 
i n c l u s i o n i n the p r o g r a m a n d a n e v e n t u a l 
V C R c o m p l i a n c e s tatement f r o m the IRS, 
p r o v i d e d that the defect i n this p l a n is n o t 
re lated to a p r o v i s i o n b y w h i c h the p l a n s 
are aggregated (such as v e s t i n g , etc.). 

What to Expect in the Future 
S o m e b e l i e v e that the o p e r a t i o n a l 

defects n o w i n c l u d e d i n the s i m p h f i e d S V P 
o p t i o n are o n l y the b e g i n n i n g . T h e y 
conjecture that m o r e o p e r a t i o n a l defects 
m a y be a d d e d i n the f u t u r e i n o r d e r to 
i n d u c e greater p a r t i c i p a t i o n i n the o v e r a l l 
V C R P r o g r a m . 
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