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2001 Form 5498 

T h e IRS has issuetd the 2001 ve r s ion of F o r m 
5 4 9 8 . T h e f o r m a n d the IRS' ins t ruc t ions to the 
pa r t i c ipan t , a n d the IRS' ins t ruc t ions to the IRA 
custod ian/t rustee are set forth b e l o w . 

Changes in the Form 

A n e w b o x has b e e n a d d e d — Box 4 w a s 
c h a n g e d to represent r e c h a r a c t e r i z a t i o n 
a m o u n t s , a n d a l l the boxes after it have been 
r e n u m b e r e d . Th i s s h o u l d m a k e t r a c k i n g 
r e c h a r a c t e r i z a t i o n a m o u n t s m u c h m o r e 
s i m p l e . Box 7 (Box 6 o n the 2 0 0 0 form) n o w 
has o n l y 5 c h o i c e s rather than 6, s i n ce the 
" r e c h a r a c t e r i z a t i o n " b o x has been de l e t ed . 
Comple t ion of Fo rm 

O t h e r than the a d d i t i o n of Box 4 for 
r e c h a r a c t e r i z a t i o n a m o u n t s (used o n l y for the 
t rad i t i ona l or Roth IRA) and the subsequen t 
r e n u m b e r i n g of the b o x e s , the c o m p l e t i o n of 
the fo rm r ema ins the s a m e as for the 2 0 0 0 
f o r m . 

T h e type o f ! RA is i n d i c a t e d in b o x 7, and 
the i n f o r m a t i o n r ega rd i ng the IRA is fu rn i shed 
in the other b o x e s . 

For a t r ad i t i ona l IRA, the b o x e s that need to 
be c o m p l e t e d , if a p p l i c a b l e , are 1, 2, 4, 5, a n d 
7. 

For a SEP-IRA, the b o x e s that need to be 
c o m p l e t e d , if a p p l i c a b l e , are 1, 2, 4, 5, 7, a n d 
8. K e e p in m i n d that a SEP pa r t i c ipan t m a y 
m a k e his or her t r ad i t i ona l IRA c o n t r i b u t i o n to 
the same SEP-IRA that rece i ves " e m p l o y e r " 
c o n t r i b u t i o n s . 

For a S IMPLE- IRA, the b o x e s that n e e d to be 
c o m p l e t e d , if a p p l i c a b l e , are 2, 5, 7, a n d 9. 

For a Roth IRA, the boxes that need to be 
c o m p l e t e d , if a p p l i c a b l e , are 2, 3, 4, 5, 7, a n d 
1 0 . 

For an E d u c a t i o n IRA, the b o x e s that need to 
be c o m p l e t e d , if a p p l i c a b l e , are 2, 5, 7, a n d 
n . 

Deadl ines 

• January 3 1 , 2 0 0 2 — Furn ish the fair 
market v a l u e to par t i c ipants in a l l types o f 
IRAs. 

• January 3 1 , 2 0 0 2 — Furn ish 5 4 9 8 to 
bene f i c i a r i e s a n d r e spons ib l e part ies of 
E d u c a t i o n IRAs. 

• A p r i l 1 5 , 2 0 0 2 — C o n t r i b u t i o n d e a d l i n e 
for regu la r t rad i t iona l and Roth IRA 
c o n t r i b u t i o n s . 

• M a y 3 1 , 2 0 0 2 — Furn ish 5 4 9 8 to 
a c c o u n t h o l d e r s of a l l IRAs e x c e p t the 
E d u c a t i o n IRA. 

• M a y 3 1 , 2 0 0 2 — IRS d e a d l i n e for 5 4 9 8 s 
for a l l types of IRAs. • 

Form on page 2 

IMPORTANT 
CORRECTION 
T h e F e b r u a r y n e w s l e t t e r c o n t a i n e d a 

c o m p r e h e n s i v e c i s c u s s i o n of r e c h a r a c t e r i z i n g 
an IRA c o n t r i b u t i o n for tax year 2 0 0 0 in 2 0 0 1 . 
B e c a u s e t axpaye rs have 6 m o n t h s after the tax 
f i l i n g d e a d l i n e (4/16/2001 ) to m a k e s u c h 
r e c h a r a c t e r i z a t i o n for tax year 2 0 0 0 or unt i l 
10/16/01 , IRA c u s t o d i a n s may w e l l be a sked to 
sti l l h e l p w i t h s u c h r e c h a r a c t e r i z a t i o n . W h e n 
w e w r o t e th is ar t i c le the IRS had not yet i ssued 
the i r 2001 v e r s i o n of the Fo rm 5 4 9 8 . T h e IRS 
has r ecen t l y i ssued s u c h f o r m . A s d i s c u s s e d in 
the a c c o m p a n y i n g ar t i c le the IRS has f i na l l y 
m a d e the " r i g h t " d e c i s i o n - have a b o x (i.e. b o x 
4) so l e l y d e v o t e d to r e cha r a c t e r i z a t i ons rather 
than as in past years t ry ing to get by us ing the 
r o l l o v e r b o x . T h e F e b r u a r y a r t i c l e is s t i l l 
w o r t h w h i l e as l o n g as y o u are a w a r e of the 
rev i sed F o r m 5 4 9 8 . 
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Instructions to Participanr 
T h e i n t o m a i i o n o n F o r m 5 4 9 8 is a u b m i t i f i d to the Intefnal Revenue 
S e r v i c e b y the t r u s t e e or i s sue r o l y o u r i nd l v i f i ua i r e t i r emen t a r t a n g e n w n t 
(IRA) t o r t i p o n c o n l ' i t x j t i o n s a n d the fa^r m a r k e t va lue of the a c c o u n t F o r 
n t o r m a i i o o a b o u t I RAs . s e e P u b . 5 9 0 , inc l ' v idua i R e t i r e m e n t 
A r r a n g e m e n t s ( i RAs j . a n d P u b . 560, R c i j r e m e n i P l a n s (or S m a R B u s i n e s s 
Remi rx l o r If you converted from a tramronaS IRA. r^mp^ified empfoyee 
pension (SEP) IRA of savings rnccfnive match pisn tor cmpfoyfies 
(SIMPLE) IRA to a koih IRA m 19S8 sinl you ciec(ed to spccad thf> 
taxable mcorm over 4 yoars. you m u s t inckuSe one-toofth ot taxable 
amount c onve r t e t / in your mcome m 2001 See your ff»m 1040 
inswctions 

B o n 1, S h o w s t rad i t i ona l I RA c o n t r i t x i t k m s for 2001 y o u m a d e m 2001 
a n d O u o u g h Apc i i 1 5 , 2 0 0 2 T h e s e n o n t n b u u o n s m a y b e d e d u c u b t o o n 
y o u r f o r m 1 0 4 0 or 1 0 4 0 A H o w e v e r , if y w or your s p o u s e w a s a n a c t i v e 
p a r t i c i p a n t in a n e m p f o y e r ' s . p e n s i o n p l a n , t h e s e c o n t r i b u t i o n s m a y no t be 
d e d u c t i b t e Th is b o x d o e s no t i n c l u d e a m o u n t s in t x j x e s 2-5 a n d S - l l 
Box Z. S h o w s a n y fo l tover , H i c i i i d i n q a d i rec t ro l lover to a i r a d i t i o n a ! IRA, 
you m a d e in 2 0 0 1 , !t d o e s not s h o w a n y a m o u n t s y o u c o n v e r t e d f f o m 
y o u r t tadrt ionof IRA. S E P i R A , o r S I M P L E I RA to a R o t h IRA, T h e y are 
s h o w n in b o x 3, the F o r m 1 0 4 0 or 1 0 4 0 A i n s t r u r t i o n s for i n f o r m a t i o n 
o r h o w t o r e p o r t r o l l c v w s . If y o u h a v e ever m a d e any n o n d e d u c t i b l e 
c o n t n b u t w n s t o y o u r t r ad i t i ona l IRA rj* S c P i R A a n d y o u dK3 not rott ove r 
t h e t o t a l d i s t / i bu t i on . u s e F o r m «60« , N o n a e d u c i i b l e I RAs , t o Tigure the 
t a x a b l e a m o u n t , if p r o p e r t y w a s ro l l ed ove r , s e e P u b . 5 9 0 . 

Box 3. Sho-ift the amount conver ted f rom a uaditKXiat IRA, S E P IRA. or S ! M P U 

!RA to 3 Ro l h IRA in 2001 Ust> f o r m e6f* to figure tf*e l^t.-ihlc. amntjnt 
Box 4. S h o w s a n K M j n l s r e c h a r a c l e r t z e d f r o m trarisCerrirTg a n y port oi thr? 
cont/rfcutfon i p i u s ea rn ings ) f r o m o n e t ype o f I RA t n ano the r . S e e P u b 5 9 0 
B o x 5- S h o w s tho fair m a r k e t v a l u e o f y o u r a c c o u n t at y s a r e n d 
Box 6. For findowTTient c o n t r a c t s on ly , s h o w s th f i a m o i i n t a l focabi t- t c the 
c o s t o f life i n s u r a n c e . S u b t r a c t th i s a m o u n t frorri y o u r a l l o w a b l e i f M 

c o n t n b i j U o n i n c l u d e d in b o x 1 to c o t n p u t e your i R A c i e c i u c l i on 
Elox 7. M a y s h o w the k i n d of I RA r e p o r t e d ort th i s F o r m 5 4 9 8 . 
Box 8. S h o w s S E P c o n U i b u t i o n s m a d e i n 2001, u i c t u d m g c o n t r i b u t i o n s 
made- in 2t)01 for SOrx l . b u t n o t i n c t u d m g c o n t r t b u t i o n s m a d e in 20Ci2 for 
2001 . If m a d e b y y o u r employer, d o not d e d u c t on y o u r i n c o m e tax 
re tu rn if y o u m a d e the c o n i r i b i r t i o n s as a 5e ! f - emp (oyed p e r s o n (or 
par tner ) , t h e y m a y b e d e d u c u b t e . S e e P u b . 560 
Box 9. S h o w s S I M P L E c o n t n b u u o n s m a d e in 2 0 0 1 , If m a d e by y c j t 
e m f ^ o y e r , d o rKrt d f i d u c t ot i your i n c o m e t ax return If y o u m a d e the 
c o n t r i b u t i o n s a s a s e l f - e m p i o y e d p e r s o n (or par tne r ) , they m a y b e 
deduc t JWe . S e e P u b S 6 0 . 
Box 1 0 . S h o w s R o l h (RA c o n t r i b u t i o n s you m a d e in 2 0 0 1 a n d t h r o u g h 
A p r i l IS, 200? D o i K i t d e d u c t o n yot jr i n c o m e t ax r e tu rn 
Box 11. S h o w s pdicatKMi I RA (Ed IRA) c o n t r i b u t i o n s m a d e in 2001 o n 
y o j r beha f t D o n o i d e d u c t o n your i n c o m e t a x r e i u m If t h e t o l a ! o l ail 
c o n t i i t s j t j o n s m a d e to al l y o u r E d I R A s U i i s y e a r e x c e e d e d S500, y o u 
should w i t h d r a w the e x c e s s , plus e a r n i n g s , g e n e r a l l y by A p r i l 1 5 . o r y o u 
m a y o w e a p e n a l t y V o u m u s t k e e p t r a ck of y o u r E d IRA b a s t s 
t c o n l r i b u t i o n s a n d d i s t r i b u t i o n s ) See P u b 5 9 0 . 

SEP, PROFIT 
SHARING, 
MONEY 
PURCHASE OR 
SIMPLE — 
WHICH PLAN 
IS BEST? 
There h a v e b e e n th ree 
i m p o r t a n t c h a n g e s s i n c e w e 
ran a s i m i l a r a r t i c l e in A p r i l 
o f 1 9 9 9 . 

• T h e e l e c t i v e d e f e r r a l l i m i t 
tor e m p l o y e e s has b e e n 
i n c r e a s e d to $ 6 , 5 0 0 for 
2 0 0 1 . Fo r 2 0 0 0 a n d p r i o r 
y e a r s , t he l i m i t h a d b e e n 
$ 6 , 0 0 0 . T h i s c h a n g e m a k e s 
the S I M P L E p l a n m o r e 
a t t r a c t i v e . 

• T h e 4 1 5 ( c ) l i m i t has b e e n 
r a i s e d f r o m the lesser o f 
2 5 % o f c o m p e n s a t i o n , o r 
$ 3 0 , 0 0 0 , to the lesser o f 
2 5 % o f c o m p e n s a t i o n , o r 
$ 3 5 , 0 0 0 . T h i s c h a n g e m a k e s 
the m o n e y p u r c h a s e p l a n a 
m o r e v i a b l e o p t i o n f o r 
e m p l o y e r s . 

• T h e c o n t r i b u t i o n l i m i t w a s 
r a i s e d to $1 7 0 , 0 0 0 for 2 0 0 0 . 
T h i s a m o u n t a l s o a p p l i e s for 
2 0 0 1 . 

A n e m p l o y e r w i l l w a n t to 
c o n s i d e r t hese c h a n g e s a n d 
h o w t h e y a f fec t t he v a r i o u s 
p e n s i o n p l a n s , w h e n 
d e c i d i n g w h i c h p l a n to 
e s t a b l i s h . A S I M P L E p l a n is 
m a n y t i m e s the be t te r p l a n . 
In br ie f , a o n e - p e r s o n 
b u s i n e s s w i l l g e n e r a l l y b e 
i^etter o f f ( i .e. a l l o w s a la rger 
c o n t r i b u t i o n ) w i t h a S I M P L E -
i R A w h e n h i s o r he r net 
p ro f i t is less t h a n $41 , H 2 . 

Fo r e x a m p l e , a p e r s o n w h o 
is a n e m p l o y e e f o r a n o t h e r 
b u s i n e s s , b u t w h o has a 
s m a l l b u s i n e s s o f h i s o r he r 
o w n , w i s h a net p ro f i t o f 
$ 1 8 , 0 0 0 , w o u l d c e r t a i n l y 
b e n e f i t f r o m a S ! M P L E - 1 R A 
p l a n . In c o n t r a s t , a p e r s o n 
w i t h ne t p ro f i t s i n e x c e s s o f 
$ 6 9 , 6 4 6 , w i l l n o r m a l l y be-
bet te r o f f w i t h a p ro f i t 
s h a r i n g o r m o n e y p u r c h a s e 
p l a n s i n c e it w i l l a l l o w fo r a 
la rger c o n t r i b u t i o n t l i a n w i t h 
a S I M P L E - I R A p l a n . T h e r e 
a re a l s o s i t u a t i o n s i n w h i c h 
the o w n e r of a m u l t i p l e -
e m p l o y e e b u s i n e s s m a y 
w i s h to e s t a b l i s h a S I M P L E -
IRA p l a n ra ther t h a n a n y o f 
t l i e o t h e r t vpes o f j i e n s i o n 
p l a n s . 

T h e f o l l o w i n g cha r t s a n d 
d i s c u s s i o n i n c l u d e t he 
r e v i s e d c o n t r i b u t i o n a n d 
i n c o m e l i m i t s as n o w 
a l l o w e d b y the In te rna l 
R e v e n u e C o d e . 

A p e r s o n w h o is self-
e m p l o y e d o r o w n s a s m a l l 
b u s i n e s s n e e d s to k n o w 
w h i c h t y p e o f r e t i r e m e n t 
p l a n t h e y s h o u l d set u p for 
t h e m s e l v e s a n d / o r the i r 
b u s i n e s s . T h e s e l t ' - e m p l o y e d 
i n d i v i d u a l , o r the 
o w n e r / e m p l o y e r o f a 
c o r p o r a t i o n , g e n e r a l l y w a n t s 
to c o n t r i b u t e as m u c h as 
p o s s i b l e fo r t h e m s e l v e s , b u t 
they a l s o n e e d t o w e i g h that 
aga ins t the a m o u n t t h e y w i l l 
n e e d to inves t fo r the i r 
e m p l o y e e s , if t h e y h a v e any . 

C H A R T A-1 — W e w i l l start 
b y l o o k i n g at e x a m p l e s o f 
s e l f - e m p l o y e d i n d i v i d u a l s 
w h o h a v e n o e m p l o y e e s . 
W e w i l l c o m p a r e t he 

' ontinued on page 3 
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m a x i m u m c o n t r i b u t i o r i the 
e m p l o y e r is e l i g i b l e to m a k e 
u n d e r e a c h o f t h e f o u r t ypes 
o f p l a n s . 

T h e c o n t r i b u t i o n for a self-
e m p l o y e d p e r s o n to a p ro f i t 
s h a r i n g p l a n , m o n e y 
p u r c h a s e p l a n , o r SEP p l a n is 
c a l c u l a t e d as f o l l o w s : 

• T h e s o l e p r o p r i e t o r m u s t 
h a v e net p ro f i t s f r o m self-
e m p l o y m e n t a n d m u s t f i l e 
S c h e d u l e C o r S c h e d u l e F 
w i t h h i s o r he r F e d e r a l 
i n c o m e tax r e t u r n to r epo r t 
s e l f - e m p l o y m e n t p ro f i t a n d 
e x p e n s e s . T h e o w n e r m u s t 
a l s o f i l e a S c h e d u l e SE as a n 
a t t a c h m e n t to the F o r m 
1 0 4 0 to r epo r t S o c i a l 

" S e c u r i t y taxes o w e d . 

• A s p e c i a l c a l c u l a t i o n is 
u s e d to d e t e r m i n e the 
" c o m p e n s a t i o n " that a self-
e m p l o y e d i n d i v i d u a l uses to 
d e t e r m i n e h is o r her 
c o n t r i b u t i o n s . T h e self-
e m p l o y e d p e r s o n m u s t 
r e d u c e t he i r p ro f i t b y the 
a m o u n t o f the c o n t r i b u t i o n 
to b e m a d e for h i m s e l f o r 
herse l f , a n d b y the 
d e d u c t i o n t h e y a re p e r m i t t e d 
for t he s e l f - e m p l o y m e n t tax 
they pay . It a l s o c a n be 
a r g u e d that a s e l f - e m p l o y e d 
p e r s o n is a b l e to r e d u c e h is 
o r her c o m p e n s a t i o n s u b j e c t 
to the s e l f - e m p l o y m e n t tax 
b y the a m o u n t o f h is o r he r 
p e n s i o n c o n t r i b u t i o n . T h e 
IRS has n e v e r a l l o w e d fo r 
th is a d j u s t m e n t . T h e IRS has 
b e e n a b l e to c o l l e c t 

^ subs t an t i a l tax r e v e n u e s b y 
lOt a l l o w i n g s e l f - e m p l o y e d 

i n d i v i d u a l s th is a d j u s t m e n t . 
N o t a l l o w i n g s e l f - e m p l o y e d 
i n d i v i d u a l s to m a k e th is 

a d j u s t m e n t d o e s s e e m to 
c o n t r a d i c t the p r i m a r y 
c o n c e p t o f t he T E F R A 
( 1 9 8 4 ) , w h i c h w a s to h a v e 
the s a m e ru l es a p p l y to 
p e n s i o n p l a n s w h e t h e r s u c h 
p l a n s w e r e b e i n g e s t a b l i s h e d 
b y a c o r p o r a t i o n , 
p a r t n e r s h i p o r s o l e 
p r o p r i e t o r . H o w e v e r , w e at 
C V V F d o no t see the IRS 
c o n c e d i n g th is i s sue u n l e s s 
f o r c e d to d o so b y a c o u r t 
d e c i s i o n . O n l i n e 4 o f 
S c h e d u l e SE, the S c h e d u l e C 
o r F i n c o m e is m u l t i p l i e d b y 
. 9 2 3 5 . T h i s is d o n e b e c a u s e 
the s e l f - e m p l o y e d i n d i v i d u a l 
s h o u l d no t be r e q u i r e d to 
p a y the s e l f - e m p l o y m e n t 
F I C A tax o n a n a m o u n t 
w h i c h i n c l u d e s h is F I C A tax . 
h ie s h o u l d be a l l o w e d to 
r e d u c e h is " g r o s s " i n c o m e 
b y a n a m o u n t e q u i v a l e n t to 

CHART A-1 

th is F I C A tax a m o u n t ( 1 0 0 % 
- 7 . 6 5 % = 9 2 . 3 5 % ) . T h e 
7 . 6 5 % is t h e t ax rate p a i d b y 
b o t h t h e e m p l o y e r a n d the 
e m p l o y e e in a c o r p o r a t e 
s i t u a t i o n . A c o r p o r a t e 
e m p l o y e e p a y s the 7 . 6 5 % 
F I C A t ax o n h i s w a g e i n c o m e 
a n d n o t o n h is w a g e i n c o m e 
as i n c r e a s e d b y the a m o u n t 
o f h i s F I C A t a x e s . A 
r e d u c t i o n is n e c e s s a r y f o r t he 
s e l f - e m p l o y e d p e r s o n 
b e c a u s e h e p a y s h is self-
e m p l o y m e n t F I C A tax o u t o f 
h i s g ross e a r n i n g s (net 
i n c o m e p l u s F I C A tax o n h i s 
net i n c o m e ) . A n e x a m p l e 
w i l l i l l u s t r a t e h o w the 
c a l c u l a t i o n is m a d e to a self-
e m p l o y e d i n d i v i d u a l . 
A s s u m e a n i n d i v i d u a l h a d 
g ross e a r n i n g s o f $ 3 0 , 0 0 0 . 
D e t e r m i n e the a m o u n t o f 
s e l f - e m p l o y m e n t tax he m u s t 

p a y — $ 3 0 , 0 0 0 x . 9 2 3 5 = 
$ 2 7 , 7 0 5 ; $ 2 7 , 7 0 5 x . 1 5 3 (EE 
p l u s ER F ICA ) = $ 4 , 2 3 8 . 8 7 ; 
5 0 % o f $ 4 , 2 3 8 . 8 7 is 
$ 2 , 1 1 9 . 4 3 . T h u s , h is 
a d j u s t e d i n c o m e is 
$ 2 7 , 8 8 0 . 5 7 ( $ 3 0 , 0 0 0 -
$ 2 , 1 1 9 . 4 3 ) . F r o m h is 
a d j u s t e d a m o u n t he m u s t 
s u b t r a c t h is o w n p e n s i o n 
c o n t r i b u t i o n ; t h e n th is 
a m o u n t is m u l t i p l i e d b y the 
c o n t r i b u t i o n p e r c e n t a g e o f 
1 5 % for SEP a n d p ro f i t 
s h a r i n g p l a n s , a n d 2 5 % for a 
m o n e y p u r c h a s e p l a n . A 
m a t h e m a t i c a l s h o r t c u t 
w h i c h takes i n t o a c c o u n t h i s 
o w n p e n s i o n c o n t r i b u t i o n is 
to m u l t i p l y t he a d j u s t e d 
a m o u n t b y 1 3 . 0 4 3 5 % fo r a 
S EP a n d p ro f i t s h a r i n g p l a n 
aind 2 0 % for a m o n e y 
p u r c h a s e p l a n . T h u s , the 
m a x i m u m c o n t r i b u t i o n 

N e t I n c o m e N e t I n c o m e . M a x i m u m M a x i m u m . M a x i m u m S I M P L E S I M P L E 
r r o m S c h e d u l e l e s s 1/2 o r S E P P r o f i t S h a r i n g M o n e y P u r c h a s e S I M P L E E m p l o y e e E m p l o y e r 

C o r F . S c l f - E m p . T a x C o n t r i b u t i o n C o n t r i b u t i o n C o n t r i b u t i o n T o t a l D e r e r r a l . M a t c h 

1. 1().(XX>.(K> 9 .293 . . ' i 2 1 , 2 1 2 , 2 0 1 , 2 1 2 , 2 0 1 . 8 5 8 . 7 0 6 , 7 7 8 , 8 1 6.5(X).(X>* 2 7 8 , 8 1 
2. 20.0(X) , (X) 18„'>87.(« 2 , 4 2 4 , 4 0 2,424,4<1 3 . 7 1 7 , 4 1 7 . 0 5 7 . 6 1 6.5(X) , (X)* 5 5 7 , 6 1 
i. ."!0.(XX).(M) 2 7 , 8 8 0 . 5 7 3 , 6 3 6 , 6 0 3 , 6 3 6 , 6 0 5 . 5 7 6 , 1 1 7 , 3 3 6 . 4 2 6,5(X),(X)» X-36,42 
4. . "^s . rxx i . ix ) 32 . .322.5 ( ) 4 , 2 4 2 , 7 0 4 , 2 4 2 . 7 0 6 .5 ( ) 5 ,47 7 . 4 7 5 . 8 2 6.5(X) , (X)* 9 7 5 , 8 2 
5. . 1 7 , 9 7 7 . 2 0 3 5 . 0 7 1 . 9 4 4 , 6 0 3 , 6 0 4 . 6 0 3 , 6 0 7 . 0 5 8 . 8 4 7 . 5 5 8 . 8 3 6,5(X) , (X)* 1 , 0 5 8 , 8 3 
6 . 40. (XX) . (X) 3 7 , 1 7 4 . 0 9 4 . 8 4 X , 8 0 4 ,84» ,80 7 . 4 3 4 . 8 2 ' ' . 6 1 5 . 2 2 6.5{X). (X)* 1 , 1 1 5 , 2 2 
7. 4 ! , 1 4 2 . ( K ) 3 X . 2 3 6 . ( X ) 4 ,9X7 , (X ) 4 , 9 8 7 , I X ) 7 .647 . (X ) : ' . 647 . (X ) 6,5(X),(X)« 1 , 1 4 7 , 0 0 
.S. .S(),(XX).(Xi 4 6 . 4 6 7 . 6 1 6 ,061 , ( X ) 6 , 0 6 1 , ( X ) 9 . 2 9 3 . 5 2 7 . 8 9 4 . 0 3 6.5(X) . (X)* 1 . 3 9 4 . 0 3 
9 60, (XX) . (X I 5 5 . 7 6 1 . 1 4 7 , 2 7 3 , 2 0 7 , 2 7 3 , 2 0 1 1 . 1 5 2 . 2 3 8 . 1 7 2 . 8 3 6 ,50O , ( X ) * 1 , 6 7 2 . 8 3 
10 . 6 4 . 2 8 1 . 4 S 5 9 , 3 6 3 , 9 4 7 . 7 9 2 , 2 0 7 , 7 9 2 , 2 0 1 1 . 9 4 X . 0 3 K . 2 9 2 . 2 0 6.5(XI. (X)« 1 . 7 9 2 , 2 0 
! l . 5.';.{XX).(X) 6().470,9<) 7.X«7,52 7 , 8 8 7 . 5 2 1 2 . 0 9 4 . 1 8 Ki)4Ai 6,5(XI , (X)» 1 , 8 1 4 , 1 3 
12 . 69.64<5.(X) 6 4 , 7 2 5 , ( X ) 8 .442 , (X ) • S . 442 , ( X ) 12 .945 . (X ) f ,442,(X> 6.5(X). (X)» 1,942, (X) 
1 3 . 7().(XX).(K) 6 5 , 0 5 4 , 6 6 8 . 4 8 5 , 4 0 8 . 4 X 5 . 4 0 1 3 . 0 1 0 . 9 3 8 , 4 5 1 , 6 4 6,5(X), (X)» 1 . 9 5 1 , 6 4 
1 4 . « l ) . aX ) . ( X ) 7 4 , 6 8 7 , 9 4 9 . 7 4 1 , 9 2 9 , 7 4 1 , 9 2 1 4 . 9 3 7 . 5 9 , S . 7 4 0 , 6 4 6.5(X1. (X)* 2 . 2 4 0 , 6 4 
1 5 . 9 (UXX ) . ( X ) 8 4 . 5 5 4 , 0 3 1 1 . 0 2 8 , 8 0 1 1 . 0 2 X . 8 0 1 6 . 9 1 0 . 8 1 9 , 0 3 6 , 6 2 6.5(X). (X)» 2 ,5 ,36 ,62 
16 . 1(X),(XX).(X) 9 4 . 4 2 0 . 1 2 1 2 , 3 1 5 , 6 9 1 2 , 3 1 5 , 6 9 1 8 . 8 8 4 , 0 2 9 , 3 3 2 , 6 0 6.5(X) . (X)* 2 . 8 3 2 . 6 0 
17 . I50. (XX) . (X ) 1 4 3 . 7 5 0 . 5 9 1 8 . 7 5 0 , 1 1 1 8 . 7 5 0 . i l 2 8 . 7 5 0 . 1 2 1 0 , 8 1 2 , 5 2 fi.5(X).(X)» 4 , 3 1 2 . 5 2 
18 . 2 1 I , 6 9 4 . ( X ) 2 0 3 , 8 7 4 . ( X ) 25,50O,(X>» 25,.5(X) , (X)* 35,(XX), (X)» 12 ,616 , ( X ) 6 .5(X) . (X)* 6 ,116 , ( X ) 
19 . 2 2 4 . 6 6 0 . ( X 1 2 I 6 . 6 6 7 . ( X ) 25.5(X),(XI'» 25.-5(«l.(X)« 35.(XX). (X)» I3,{XX),(X) 6 . 5 ( X ) . 0 0 * 6,5(X) , IX)* 
2 0 . 2,'iO.(XXl,(M) 241 , f )67 . (X ) 25 ,5 (XUX I « 25 .5 (X ) , ( X ) * 35, (HX) , (X)* 13,(XX),(X) 6,5(X) , (X)* 6,5(X) .00« 

* L i m i ( c d 

Chart A-1 Shows the following: 
1. As long as the self-employed individual's net profit is less than 541,142, then the largest contribution is permitted by the 

SIMPLE plan. At S41.I42. a 25% contribution to a money purchase plan will be $7,647—the same amount which aris­
es from a Se^-iOOelective deferral to a SIMPLE-IRA plus the 3% matching contribution orSI,!47 (37c X $.38.2.36). 

2. If the .self-employed individual's net income exceeds $41,142, then the largest contribution will be permitted by a 25% 
money purchase plan. Because the section 41-S limit is the lesser of 25% of compensation or S35.000, and because the 
compensation limit is $170,000, the maximuin contribution to •< money purchase pipn is $35,000, This occurs when the 
net profu amount is $211.694. 

3. Many employers do not want to spon.sor a money purchase plan. Once the net profit of the self-employed individual is 
569.646 or greater, an equal or larger contribution will be possible under a SLPor profit sharing plan than the SIMPLE 
plan. 

Continued on page 4 
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u n d e r a S EP a n d pro f i t 
s h a r i n g p l a n is $ 2 7 , 8 8 0 . 5 7 x 
. 1 3 0 4 3 5 o r $ 3 , 6 3 6 . 6 0 . T h e 
m a x i m u n n c o n t r i b u t i o n 
u n d e r a nnoney p u r c h a s e 
p l a n fo r th i s i n d i v i d u a l is 
$ 2 7 , 8 8 0 . 5 7 X . 2 0 , o r 
$ 5 , 5 7 6 . 1 1 . 

• C o n t r i b u t i o n s to a S I M P L E 
P l a n a r e m a d e as f o l l o w s : A 
c o n t r i b u t i o n o f $ 6 , 5 0 0 
( f o r m e r l y $ 6 , 0 0 0 ) is m a d e 
b y t he e m p l o y e e . T h e 
$ 6 , 5 0 0 is not a p e r c e n t a g e 
o f i n c o m e . T h e e m p l o y e r 
m u s t m a t c h o n a dol iar-for-
d o l i a r bas i s w h a t the 

e m p l o y e e has c h o s e n to 
de fe r , u p to 3 % o f t h e 
e m p l o y e e ' s c o m p e n s a t i a n . " 
T h e e m p l o y e r is c o n s i d e r e d 
b o t h a n e m p l o y e r a n d a n 
e m p l o y e e . H e o r s h e mal<es 
a $ 6 , 5 0 0 c o n t r i b u t i o n i n h i s 
o r he r r o l e as e m p l o y e e , a n d 
a 3 % m a t c h i n g c o n t r i b u t i o n 
in h is or he r r o l e as 
e m p l o y e r . 

N o t e that u n d e r t he S I M P L E 
p l a n , the s e l f - e m p l o y e d 
i n d i v i d u a l is N O T r e q u i r e d 
to r e d u c e b i s o r he r net 
p ro f i t b y the a m o u n t o f h is 
or her p e n s i o n c o n t r i b u t i o n 
as m u s t b e d o n e fo r SEP, 
p ro f i t s h a r i n g , a n d m o n e y 
p u r c h a s e p l a n s . T h e 
a d j u s t m e n t fo r the self-

e m p i o y m e n t tax d e d u c t i o n 
m u s t s t i l l b e m a d e . 

C H A R T S A-2 A N D A-3 — 
N o w w e w i l l l o o k at t w o 
c o r p o r a t i o n s a n d c o m p a r e 
t h e a m o u n t o f c o n t r i b u t i o n s 
the e m p l o y e r c a n m a k e fo r 
h i m s e l f o r he r se l f u n d e r e a c h 
o f the f ou r p l a n t ypes to the 
c o s t o f the e m p l o y e e 
c o n t r i b u t i o n s . T h e first 
c o r p o r a t i o n has 6 e m p l o y e e s 
(Cha r t A-2 ) , a n d t he s e c o n d 
has 2 8 e m p l o y e e s (Char t A-
3). N o t e that the re a re n o 
s p e c i a l c a l c u l a t i o n s for t he 
o w n e r o f a c o r p o r a t i o n w h o 
is a c o r p o r a t e e m p l o y e e . Fo r 
p u r p o s e s o f theses cha r t s , it 
is a s s u m e d the m a x i m u m 
c o n t r i b u t i o n s ( 1 5 % , 2 5 % , o r 

3 % ) a r e m.ade b y the 
e p i i p i o y e r . 

AN 
INCREASED 
INTEREST IN 
SEP PLANS 

W e at C W F h a v e b e e n 
e x p e r i e n c i n g a n i n c r e a s e d 
n u m b e r o f c o n s u l t i n g c a l l s 
c o n c e r n i n g S i m p l i f i e d 
E m p l o y e e P e n s i o n (SEP) 
P l a n s . W e b e l i e v e the re is 
g o o d r e a s o n for th is 
r e n e w e d in te res t in this t y p e 
o f p e n s i o n p l a n . 

Advantages of a SEP p l a n — 
• T h e e m p l o y e r c a n l i m i t 

p a r t i c i p a t i o n . To b e 
e l i g i b l e to p a r t i c i p a t e in 
the S E P p l a n , a n e m p l o y e e 
m u s t h a v e w o r k e d for the 
e m i p i o y e r t h ree ou t o f the 
i m m e d i a t e l y p r e c e d i n g 
f i ve y e a r s . 

• T h e e m p l o y e r c o n t r i b u t i o n 
is t o t a l l y d i s c r e t i o n a r y . 
T h e r e is n o r e q u i r e d 
p e r c e n t a g e o f 
c o m p e n s a t i o n w h i c h the 
e m p l o y e r m u s t c o n t r i b u t e . 
T h e e m p l o y e r is no t 
r e q u i r e d to m a k e a n y 
c o n t r i b u t i o n , if a 
c o n t r i b u t i o n is m a d e , the 
a m o u n t is d e t e r m i n e d b y 
the e m p l o y e r , a n d m a y 
v e r y f r o m y e a r to year . 

» T h e e m p l o y e r d o e s no t 
n e e d to d e c i d e to m a k e a 
c o n t r i b u t i o n u n t i l 4/15 o f 
the f o l l o w i n g y e a r p l u s 
a n y v a l i d e x t e n s i o n s the 
e m p l o y e r has r e c e i v e d l o r 
the b u s i n e s s tax r e tu rn , y e 
the e m p l o y e r m a y d e d u c t 
h is S E P c o n t r i b u t i o n o n h i s 
c u r r e n t y e a r ' s tax r e t u r n . 

Continued on page 5 

CHART .\-2 

C o i n p t n s a l i o n S E I ' 
P r o n i 

S t i a r i n j : 
M o n e y 

P u r c h a s e 
S I M P L E 

• i b l a l 

. S I M P L E 
E m p l o y e e 

O c f c r r a i * 

S I M P L E 
E m p l o y e r 
M a t c h « 

1. l ? n , ( H X i ( owne r 1 2,5„"il»l 25,.5{X1 .WKXI n . 6 < x ) 6.5(X) 5 . i ( x i 
Suhlolal llOJMttt . 25JIKI J.f.lHKI ii.mi 5,,'Ml 

2 WMI l E E i 6, 'X)0 IO,(KX) 2 . 4 0 0 ! ,2 {Kt i . 2 0 o 
3 , 25.<»Xi 3 . 7 5 0 3 . 7 5 0 6,2511 i .5 ( » ) 7 5 0 7 5 0 
4 , 2 l ) , IX» ) 3.(X>I 3,(XX) 5.1 XX) i.2(XI 6(X1 6 ( « ! 
S. 18.IXXI 3.7HI 2 .7 (X i •I.SItt l . i W O 5 4 0 5 4 0 
6 , i 2 , ( » X l I.SIIO l.K(«i 3,(WX1 7 2 0 :<6ll 3 6 ! 1 

Suhtolul /^.-'5() 2.V ' S C 6 ^Hl 4^0 
T o t a l s $285, l )0« S 4 2 , 7 < M W 2 . 7 . W SI8.-=»0 5 .9 ,950 W . 5 5 0 

ChLui A-2 Shows the following: 

1. The cost for a full 15*?? SEP is $42,750 per year. The owner receives a contribution of $25,500 and the other employee-
receive a contribution of $17.2.50. 

2. The co.st for a full !5'/f profit sharing plan is $42,750 per year. Tlie owner receives a contribution of $25,500 and the 
other employees receive contribution of $ 17.2.50. 

3. The C O S ! for a full 25"̂ - money purchase plan is $63,750 per year. The owner receives a contribution of $35,000 and the 
other employees receive 'contribution of $28,750. 

4. The total cost for a SIMPLE plan with a 3'* match is $18 ,500, The owner receives a contribution of SI 1.600 and the 
other employees receive a contribution of $6,900. For purposes of this calculation, it is assumed every employee will 
defer 3% of his or her compensation. In fact, some employees will defer less, which will mean the cost to the employ­
er is less; some will defer more, but the cost for the employer will not increase, since the employer cannot match at rate 
higher than 3';t, 

5. Not' the employer's cost of making the matching contribution to the SIMPLE for the other employees is $3,450, 

6. Tne owner must decide if he or she is willing to receive a contribution of only S11,600 versus $25,500 to lower the con­
tribution amount for the other employees from $ 17.250 to $3,450. 

7. Note thai a contribulion of 6.82% to a profit .sharing or SEP plan would give the owner a contribution of $ I! ,600. which 
is the same amount he or ,she receives under the SIMPLE, However, 6.a2''f. times the employees' compensation of 
$ 115,00*.) means the contribution for these employees will be $7,843. Thus, the siwner can :save $4,393 ($7,843 - $3.450i 
b> setting up SIMPLE platt rather ihan a profit sharing or stvoncv purchase plan. 
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G e n e r a l d i s c u s s i o n — 
w h a t is the difference 
between a SEP-IRA and a 
traditional IRA? 

O n e d i f f e r e n c e is that 
f u n d s c o n t r i b u t e d to a SEP-
IRA b y a n e m p l o y e r a r e 
i d e n t i f i e d as SEP- IRA f u n d s . 

CHART A-3 

D i s t i n c t i o n , t he c o n t r i b u t i o n 
a n d d i s t r i b u t i o n r u l e s a re the 
s a m e for a SEP- IRA a n d a 
t r a d i t i o n a l I RA . A s e c o n d 
d i f f e r e n c e is that 
g o v e r n m e n t a l r e p o r t i n g is 
d o n e a c a l e n d a r - y e a r bas i s , 
e v e n t h o u g h c o n t r i b u t i o n s 
a re a l l o w e d to b e m a d e 
t h r o u g h 4/1 5 o f t he 

f o l l o w i n g year , p l u s 
e x t e n s i o n s . 

W h e n does a SEP-IRA cease 
to be a SEP-IRA? 

T h e r e m a y b e c a s e s w h e r e 
a n e m p l o y e e has e s t a b l i s h e d 
h i s SEP- IRA as r e q u i r e d , a n d 
the e m p l o y e r d o e s n o t 
c o n t r i b u t e for 2 o r 3 y e a r s . Is 
th is s t i l l c o n s i d e r e d a SEP-

S I M P L E S I M P L E 
P r o d i .Money S I M P L E E m p l o y e e E m p l o y e r 

C o m p e n s a t i o n S E P Shar inj j ; P u r c h a s e To t a l D e f e r r a l + M a t c h -

1. 2(X),0(X),(X1 ( o w n e r ) 25,5(X) . (X ) 25.5(X) . IX) 35. (XX) , (X) 12..5(X).(») 5.5<X),(X) 6.{XX),(X) 

Stthlouil 2tX).000.l.» 25.500.m 25,500.00 35,000.00 nsoo.w 6,S0tl.W 6,0<X).0<) 

2_ 75.(XX),«) (EE) 11 ,250 .1X ) 11 ,250 , (X ) 18 ,750 , ( X ) 4,5{X),(X) 2.2.50,(X) 2 ,250 , (X ) 
3 . 5 0 , 0 ( X ) , 0 0 7.5(X),(X) 7.5(X),(X) 12,5(X), (X) 3,(XX),(X) 1.5(X),(X) 1.5(X1,(X1 
4 . 40 ,000 , ( X1 6.(XX).(X) 6.(XX),(X) l i ) . (XX), (X) 2,4(XX(X) l ,2 (K),(X) 1.2(X).(X1 
i. 30,(XX),(X1 4.5(X),(X) 4,5(X),(X) 7,5(X),(X) 1,8(X),(X) 9(X),(X) 9(X),(X) 
6. 27,5(X) , (X) 4 ,125 . (X ) 4 , 125 , ( X ) 6 ,875 , (X ) 1.650,(X) 825 , I X ) 8 2 5 ,(X) 
7. 25.(XX) , (X) 3 ,750 , (X ) 3 ,750, {X ) 6 .250 , ( X ) 1.5(X),(X) 750 , (X ) 750 , ( X ) 
8. 24.5 (X ) ,00 3 .675 , (K ) 3 ,675 , (X ) 6 . 1 2 5 , I X ) 1.470,(X) 735 , (X ) 7 3 5 , ( X ) 

y . 24.(XX1,(X1 3.6(X),(X) 3,6(X),(X) 6,{XX),(X) 1.440,(X1 720 , (X ) 720 , ( K ) 
10. 23,5(X),(X1 3 ,525 , (X ) 3 .525 , (X ) 5 ,K75, (X ) 1,410.(X) 705 , (X ) 705 , ( X ) 
n . 23.(XX),(X1 3 ,450 , (X ) 3 .450 , (X ) 5 ,750 , (X ) I ,380.1X) 69<),(X1 6 9 0 , ( X ) 

12 . 22 .5 ( a O O 3 ,375 , (X ) 3 , 375 , ! X ) 5 ,265 , (X ) l , 3 5 0 , ( X ) 575 , (X ) 6 7 5 , ( X ) 

1 3 . 22.0<X),(X) 3 .300 , (X ) 3,3(X).(X) 5,5(X),(X) l . 320 . (X ) 660 , ( X ) 6 6 0 , ( X ) 
14 . 2 1 . 5 0 0 . 0 0 3 .225.1X) 3 .225 , (X ) 5,375,1X1 l . 290 , (X ) 645 , ( K ) 6 4 5 , ( X ) 
1 5 , 21, (XX) , (X) 3 .150, (X1 3.15().(X1 5 ,250, (X ) 1.260.(X) 630 , ( X ) 6 3 0 , ( X ) 
16 . 20,5(X) . (X) 3,075, {X) 3 ,075 , (X ) 5 ,125 , (X ) 1,230,(X) 615 , ( X ) 6I5,<X1 
1 7 , 20, (XX) ,a) 3,aX),(X) 3.(XX).(X) 5.(XX),(X) 1.2(X),(X) 6<X),(X) 6(X),(X) 
1 8 , 19 ,750 , (X ) 2 . 9 6 2 , 5 0 2 . 9 6 2 , 5 0 4 , 9 3 7 , 5 0 1 ,185,« ) 5 9 2 , 5 0 592,.5() 
19. 19 ,5 (X ) ,00 2 ,925 , (X ) 2 .925. (X1 4 .875 , ( X ) 1,17(),(X) 585 . ( X ) 585 , ( X ) 
2 0 , 19.(XX),0<) 2 .850 , (X ) 2 . 8 5 0 , ( X ) 4 .750 , (X ) 1.14(),(X) 570 , ( X ) 570 , ( X ) 
2 1 . 18 .750 , (X ) 2 , 8 1 2 , 5 0 2 . 8 1 2 . 5 0 4 , 6 8 7 , 5 0 1,125,(X) 5 6 2 . 5 0 5 6 2 , 5 0 
2 2 , 18 ,5 (» , (X ) 2 ,775 , (X ) 2 ,775 . IX ) 4 ,625 , (X ) 1,11(1,(X) 5 5 5 , 0 0 555 , ( X ) 
2 3 . 18 ,250 , (X ) 2 , 7 3 7 , 5 0 2 , 7 3 7 , 5 0 4 , 5 6 2 , 5 0 1 ,{)95,(X) 5 4 7 . 5 0 5 4 7 , 5 0 
2 4 , I8,0<X),(X) 2.7(X).(X) 2,7(X),(X) 4,5(X),(XI 1,08(),(K) 540 , ( X ) 54<),(X) 
2 5 , 16,(XX),(K) 2.4<X).(X1 2,4<X),(X) 4,(XX),(X) 960 , ( X ) 480 . ( X ) 4 8 0 . ( X ) 
2 5 , 15,(XX),(X1 2 .250 , (X ) 2 , 2 5 ( U X ) 3,750,(X) 9(X1,(X) 45(),(X) 450 , (X ) 
2 7 , 12.(XX).0() 1.8(X).(X) 1,8(X),(X) 3,(XX),(X) 720 , (X ) 360, {X ) 360 , ( X ) 
2 8 , 8 , 7 ( X M X ) 1,305,(X) 1,.305,(X) 2 .175 , (X ) 522 , (X ) 261 . ( X ) 261 , (X I 

Subtotal S653.450.00 W / 0 7 . . 5 0 9S.107.50 163,362.50 3S.V37.IX) I9.46S.50 I9.46S.50 
To ta l s $ 8 5 3 , 4 5 0 . 0 0 $ 1 2 3 , 6 0 7 . 5 0 $123,607.50 $ I 9 8 3 6 2 . . ' ; 0 $ 5 1 , 4 3 7 . 0 0 $25,9<i«,50 $ 2 5 , 4 6 8 . 5 0 

C h a n A - 3 s h o w s t h e f o l l o w i n g : 

1, T h e c o s l f o r a f u l l 1 5 % S E P i s S I 2 3 . 6 0 7 , 5 0 p e r y e a r . T h e o w n e r r e c e i v e s a c o n t r i b u l i o n o f $ 2 5 , 5 0 0 a n d t h e o t h e r e m p l o y e e s r e c e i v e a 
c o n t r i b u t i o n o f 5 9 8 , 1 0 7 , 5 0 , 

2 , T h e c o s t f o r a f u l l 1 5 % p r o f i t s l i a r i n g p l a n i s $ 1 2 3 , 6 0 7 , 5 0 p e r y e a r . T h e o w n e r r e c e i v e s a c o n t r i b u t i o n o f $ 2 5 , 5 ( K ) a n d t h e o t h e r e m p l o y ­

e e s r e c e i v e a c o n t r i b u t i o n o f 5 9 8 . 1 0 7 , 5 0 , 

3 , T h e c o s t f o r a f u l l 2 5 % m o n e y p u r c h a s e p l a n i s $ 1 9 8 , 3 6 2 , 5 0 p e r y e a r T h e o w n e r r e c e i v e s a c o n t r i b u l i o n o f S 3 5 . O O 0 a n d t l i e o t h e r 
e m p l o y e e s r e c e i v e a c o n t r i b u t i o n o f $ 1 6 3 , 3 6 2 , 5 0 , 

4 , T h e t o t a l c o s t f o r a S I M P L E p l a n w i t h a 3 % m a t c h i s $ 5 1 , 4 3 7 . T h e o w n e r r e c e i v e s a c o n t r i b u t i o n o f 5 1 2 , 5 0 0 a n d t h e o t h e r e m p l o y e e s 
r e c e i v e a c o n t r i b u l i o n o f $ 3 8 , 9 3 7 , F o r p u r p o s e s o f t h i s c a l c u l a l i o n . it i s a s s u m e d e v e r y e m p l o y e e w i l l d e f e r 3 % o f h i s o r h e r c o m p e n ­
s a t i o n . I n f a c t , s o m e e m p l o y e e s w i l l d e f e r l e s s , w h i c h w i l l m e a n t h e c o s t t o t h e e m p l o y e r i s l e s s ; s o m e w i l l d e f e r m o r e , b u t t h e c o s l f o r 
t h e e m p l o y e r w i l t n o t i n c r e a s e , s i n c e t h e e m p l o y e r c a n n o l m a t c h at r a t e h i g h e r t h a n 3 % , 

5 , N o t e t h e e m p l o y e r ' s c o s t o f m a k i n g t h e m a t c h i n g c o n t r i b u t i o n t o t h e S I M P L E f o r t h e o t h e r e m p l o y e e s i s $ 1 9 , 4 6 8 , 5 ( 1 , 

6 , T h e o w n e r m u s t d e c i d e i f l i e o r s h e i s w i l l i n g t o r e c e i v e a c o n t r i b u t i o n o f o n l y $ 1 2 , 5 ( X ) v e r s u s $ 2 5 , 5 0 0 t o a S E P o r p r o f i t s h a r i n g p l a n 
t o I p w e r t h e c o n t r i b u t i o n a m o u n t f o r t h e o t h e r e m p l o y e e s f r o m $ 9 8 , 1 0 7 , 5 0 t o $ 1 9 , 4 6 8 5 0 , M a n y e m p l o y e r s w o u l d g o w i t h t h e S I M P L E , 

7 , N o t e t h a t a c o n t r i b u t i o n o f 6 , 2 5 % t o a p r o f i t s h a r i n g o r S E P p l a n w o u l d g i v e t h e o w n e r a c o n t r i b u t i o n o f S 1 2 . 5 ( X ) . w h i c h i s l l i e s a m e 
a m o u n t h e o r s h e r e c e i v e s u n d e r t l i e S I M P L E , H o w e v e r , 6 , 2 5 % t i m e s t h e e m p l o y e e s ' c o m p e n s a t i o n o f $ 6 5 3 , 4 5 0 m e a n s t h e c o n t r i b u ­
t i o n f o r t h e s e e m p l o y e e s w i l l b e $ 4 0 , 8 4 0 , 6 3 , T h u s , t h e o w n e r c a n s a v e $ 2 1 , 3 7 2 , 1 3 ( $ 4 0 , 8 4 0 , 6 3 - $ 1 9 , 4 6 8 , 5 0 ) b y s e t t i n g u p S I M P L E 
p l a n r a t h e r t h a n a p r o f i t s h a r i n g o r m o n e y p u r c h a s e p l a n . 

I RA? T h e IRS has n e v e r 
d i s c u s s e d th i s q u e s t i o n . W e 
at C W F b e l i e v e it c a n s t i l l b e 
a SEP- IRA, if t he e m p l o y e e 
d e s i r e s . If, at s o m e t i m e in 
the fu tu re , t he e m p l o y e r is 
a g a i n e x p e c t e d to m a k e a 
c o n t r i b u t i o n , y o u w o u l d 
w a n t to k e e p th is as a SEP-
IRA . O t h e r w i s e , w e at C W F 
s e e n o r e a s o n it c o u l d no t b e 
c o n s i d e r e d a t r a d i t i o n a l IRA . 

What is a Simplif ied 
Employee Pension (SEP) 
plan? 

A SEP, a l s o k n o w n as a 
SEP- IRA, is a r e t i r e m e n t p l a n 
e s t a b l i s h e d b y a n e m p l o y e r . 
A o n e - p e r s o n b u s i n e s s is 
c o n s i d e r e d a n e m p l o y e r fo r 
these p u r p o s e s a n d m a y 
e s t a b l i s h a SEP. A n e m p l o y e r 
c a n use th is SEP p l a n to 
m a k e c o n t r i b u t i o n s to the 
I RAs o f e l i g i b l e e m p l o y e e s , 
i n c l u d i n g h i m s e l f o r herse l f . 

W h o is eligible to establish a 
SEP? 

A n y e m p l o y e r , i n c l u d i n g a 
s o l e p r o p r i e t o r , p a r t n e r s h i p , 
o r c o r p o r a t i o n , c a n e s t a b l i s h 
a SEP. T h e c o r p o r a t i o n m a y 
e i t h e r be a for-prof i t 
c o r p o r a t i o n o r a n o n p r o f i t 
c o r p o r a t i o n . A g o v e r n m e n t a l 
en t i t y m a y a l s o e s t a b l i s h a 
SEP. W h e n a s e l f - e m p l o y e d 
i n d i v i d u a l s p o n s o r s a SEP, he 
o r s h e is c o n s i d e r e d to be 
b o t h t he e m p l o y e r a n d a n 
e m p l o y e e . 

W h y wou ld an employer , 
inc luding a one-person 
business, want to have a 
SEP? 

T h e r e a re f i v e e x c e l l e n t 
r e a s o n s for e s t a b l i s h i n g a 
SEP : 

— T h e SEP c o n t r i b u t i o n is 
d e d u c t i b l e b y t h e e m p l o y e r , 

Continued on page 6 
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a n d it is no t i n c l u d e d in t he 
e m p l o y e e ' s i n c o m e tor t he 
year . S e e d i s c u s s i o n o n 
p a g e 3 . 

— T h e SEP c o n t r i b u t i o n s 
a re no t s u b j e c t to F e d e r a l 
w i t h h o l d i n g , F I C A o r F U T A 
t axes . 

— I n t e r e s t e a r n e d o n t h e 
SEP d e p o s i t is s h e l t e r e d f r o m 
f e d e r a l a n d m o s t state 
i n c o m e t axes u n t i l 
w i t h d r a w a l s are m a d e at 
r e t i r e m e n t . 

— D u e to the ef fects o f 
c o m p o u n d i n g , the SEP f u n d s 
c a n g r o w i n to a s i z a b l e nest 
e g g for r e t i r e m e n t . 

— A d m i n i s t r a t i v e a n d l ega l 
cos t s a re g e n e r a l l y 
s u b s t a n t i a l l y less t h a n w o u l d 

i n c u r r e d u n d e r a 
, , j a l i f i e d p l a n . 

What technical 
requirements must a plan 
meet to be a SEP? 
A SEP r e q u i r e s a w r i t t e n 
p l a n d o c u m e n t that m e e t s 
the r e q u i r e m e n t s o f In terna l 
R e v e n u e C o d e s e c t i o n 
4 0 8 ( k ) . T h i s p l a n d o c u m e n t 
r e q u i r e m e n t is n o r m a l l y m e t 
b y u s i n g IRS F o r m 5 3 0 5 - S E P 
o r a n a p p r o v e d SEP 
p r o t o t y p e d o c u m e n t . A S E P 
r e q u i r e s e a c h p a r t i c i p a n t to 
e s t a b l i s h a n a p p r o v e d IRA . 
E m p l o y e r c o n t r i b u t i o n s to a 
SEP m u s t b e m a d e u n d e r a 
d e f i n i t e w r i t t e n f o r m u l a 
s p e c i f y i n g the m e t h o d for 
a l l o c a t i n g c o n t r i b u t i o n s to 
e a c h p a r t i c i p a n t (a p e r c e n t 
o f c o m p e n s a t i o n ) . 

What is the cost to the 
ployer? 

I n e c o s t d e p e n d s o n the 
d e g r e e t o w l i i c h the 
e m p l o y e r m a k e s 

c o n t r i b u t i o n s . SEPs have 
r e l a t i v e l y f e w g o v e r n m e n t a l 
r e p o r t i n g r e q u i r e m e n t s , 
w h i c h a l s o m a k e s a SEP less 
c o s t l y to a d m i n i s t e r . 

Must the employer make a 
contr ibut ion each year? 

T h e e m p l o y e r has to ta l 
d i s c r e t i o n w h e t h e r o r no t to 
m a k e a c o n t r i b u t i o n e a c h 
y e a r u n d e r a SEP. T h e 
e m p l o y e r n e e d no t m a k e 
a n y c o n t r i b u t i o n . 

What compensat ion limits 
apply? 

A n e m p l o y e r c a n n o t 
c o n s i d e r c o m p e n s a t i o n in 
e x c e s s o f $1 7 0 , 0 0 0 (for 
p r i o r y ea r s , th i s a m o u n t w a s 
$ 1 6 0 , 0 0 0 ) w h e n f i g u r i n g 
c o n t r i b u t i o n s for a n 
e m p l o y e e for 2 0 0 0 . S i n c e 
m o s t SEPs a re no t i n t e g r a t e d 
w i t h S o c i a l S e c u r i t y , t he 
m a x i m u m c o n t r i b u t i o n for 
a n e m p l o y e e in 2 0 0 0 w i l l 
be $1 7 0 , 0 0 0 t i m e s 1 3 % , o r 
$ 2 5 , 5 0 0 . A n e m p l o y e r 
c a n n o t c o n s i d e r 
c o m p e n s a t i o n in e x c e s s o f 
$1 7 0 , 0 0 0 w h e n f i g u r i n g 
c o n t r i b u t i o n s for a n 
e m p l o y e e for 2 0 0 1 . S i n c e 
m o s t SEPs a re no t i n t e g r a t e d 
w i t h S o c i a l S e c u r i t y , t he 
m a x i m u m c o n t r i b u t i o n for 
a n e m p l o y e e in 2 0 0 1 w i l l 
b e $1 7 0 , 0 0 0 t i m e s 1 5 % , o r 
$ 2 5 , 5 0 0 . 

C o m p e n s a t i o n , f o r th i s 
p u r p o s e , d o c s no t i n c l u d e 
e m p l o y e r c o n t r i b u t i o n s to 
the SEP, 

What amount can the 
employer deduct each year? 

T h e m a x i m u m a m o u n t is 
1 5 % o f the e l i g i b l e 
e m p l o y e e s ' c o m p e n s a t i o n 
p a i d to t h e m d u r i n g the 
year . C o m p e n s a t i o n fo r 
c o m m o n - l a w e m p l o y e e s is 

the i r i n c o m e as s h o w n o n 
F o r m W - 2 . C o m p e n s a t i o n 
for a s e l f - e m p l o y e d 
i n d i v i d u a l is d e f i n e d to b e 
h is o r he r net e a r n i n g s f r o m 
s e l f - e m p l o y m e n t as r e d u c e d 
b y t he d e d u c t i o n o n e is 
a l l o w e d f o r o n e - h a l f o f h is 
o r he r s e l f - e m p l o y m e n t tax 
a n d the d e d u c t i o n for 
c o n t r i b u t i o n s o n his or he r 
b e h a l f to t he p l a n . See IRS 
P u b l i c a t i o n 5 6 0 for a m o r e 
d e t a i l e d d i s c u s s i o n . 

What employees must an 
employer cover under the 
SEP? 

T h e e m p l o y e r m u s t c o v e r 
a n i n d i v i d u a l w h o is a 
q u a l i f y i n g e m p l o y e e . S u c h 
a n e m p l o y e e is o n e w h o : 

— H a s a t t a i n e d the age of 
21 y e a r s ; 

— H a s w o r k e d for the 
e m p l o y e r i n at least th ree o f 
the i m m e d i a t e l y p r e c e d i n g 
f i v e yea r s , anci 

— R e c e i v e d at least $ 5 0 0 
in c o m p e n s a t i o n for 2 0 0 0 . 

A n e m p l o y e r m a y 
e s t a b l i s h less str ic t e l i g i b i l i t y 
r e q u i r e m e n t s . 

If a n e m p l o y e r fa i l s to 
c o v e r a p e r s o n who is 
e l i g i b l e , t h e n the re is n o S EP 
p l a n , a n d the f a v o r a b l e tax 
b e n e f i t s w i l l b e lost . 

T h e f o l l o w i n g e m p l o y e e s 
n e e d no t b e c o v e r e d b y a 
SEP : 

— E m p l o y e e s c o v e r e d b y a 
u n i o n a g r e e m e n t a n d w h o s e 
r e t i r e m e n t bene f i t s w e r e 
i j a r g a i n e d for i n g o o d f a i th 
b y the i r u n i o n a n d the 
e m p l o y e r , a n d 

— N o n r e s i d e n t a l i e n 
e m i p i o y e e s w h o h a v e n o 
U.S , s o u r c e o f e a r n e d 
i n c o m e f r o m the e m p l o y e r . 

If a n e m p l o y e r " l e a s e s " 
e m p l o y e e s , it s h o u l d c o n s u l t 

w i t h its tax a d v i s o r , as 
s p e c i a l r u l e s m a y a p p l y . 
What is meant by the term 
"Self-Employed Person's 
Rate Table"? 

B e c a u s e a s e l f - e m p l o y e d 
p e r s o n ' s d e d u c t i o n a m o u n t 
a n d h i s o r h e r c o m p e n s a t i o n 
a re e a c h d e p e n d e n t o n the 
other , t he a d j u s t m e n t to net 
p ro f i t s c a n b e m a d e 
i n d i r e c t l y l:iy u s i n g a n 
a d j u s t e d c o n t r i b u t i o n rate as 
d e t e r m i n e d fromi t he c h a r t 
b e l o w : 

Selt-Employed Person's Rate Table 

Column A Coluinn B 
II lliL- The Stii-
Einpioyed 
Pl.)n Contn- P iTvm'c 
i>uiion RjU: is: R.ilo is: 
ishov.'ti .IS A (shown .is 

•I d K J m . i h 

1 0 0 9 9 0 1 
2 01<)(.0f. 
i 0 2 9 1 2 ( > 

4 0 , 5 8 4 8 2 
0 4 7 6 1 9 

6 0 > f . 6 0 4 
7 0 6 5 4 2 I 
0 0 7 4 0 7 4 
9 0 8 2 5 6 9 
1 0 0 9 0 9 0 9 
11 0 9 9 0 9 9 
12 1 0 7 1 4 3 
! i 1 1 . 5 0 4 4 
14 1 2 2 8 0 , -

! . i 1 3 0 4 3 5 

No{f=: The f.iies in ihe l.ihle .ibo.e 
apply only ii llie eoninlxition rale 
is [i whcjie oumlwr .md it the 
employer tmly has this ooe plan. 

How much will an employer 
save on its federal income 
taxes by making a SEP 
contribution? 

Sav ings d e p e n d s u p o n the 
e m p l o y e r ' s m a r g i n a l i n c o m e 
tax b racke t . A c o r p o r a t i o n 
wou-d list its d e d u c t i o n for 
SEP c o n t r i b u t i o n s o n its 
c o r p o r a t e tax re turn . A self-
e m p l o y e d p e r s o n d e d u c t s 
c o n t r i b u t i o n s for h i m s e l f f)r 
herself o n l-orm 104U, a n d tor 
e m p l o y e e s o n S c h e d u l e C or 
F, 

Continued on page 7 
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In addition to the tax 
deduction limits, are there 
any limits on the amount an 
employer can contribute to 
one or more retirement plans 
on behalf of any one 
participant? 

Yes. In gene r a l , an e m p l o y e r 
c a n n o t c o n t r i b u t e o n beha l f of 
any pa r t i c i pan t , m o r e than the 
lesser of 2 5 % of 
c o m p e n s a t i o n , or $ 3 5 , 0 0 0 . 

Spec i a l tax ru les w i l l a p p l y 
if the e m p l o y e r sponso r s p l ans 
in a d d i t i o n to a SEP s u c h as a 
prof i t sha r i ng , m o n e y 
pu r chase , or d e f i n e d benef i t 
p l a n . 

What is the contribution 
deadline? 

T h e e m p l o y e r ' s c o n t r i b u t i o n 
dead l i ne is the d u e da te of that 
year ' s tax re turn , i n c l u d i n g any 
ex tens ions . For m a n y 
c o r p o r a t i o n s this is M a r c h 1 5 . 
For most i n d i v i d u a l s th is is 
A p r i l 1 5 . 

Can an employer prohibit 
distributions from an 
employee's SEP-IRA? 

N o . A l s o , an e m p l o y e r 
c a n n o t c o n d i t i o n its SEP 
c o n t r i b u t i o n s o n the k e e p i n g 
of any part of t h e m in the IRA. 

When must a person start to 
withdraw the money from the 
SEP-IRA? 

W i t h ce r t a in e x c e p t i o n s , a 
pe r son must beg in 
d i s t r i bu t i ons by the first d a y of 
A p r i l f o l l o w i n g the c a l e n d a r 
year in w h i c h he or she attains 
age 70V2, a n d D e c e m b e r 31 of 
e a c h year thereafter. 

Can an employee make 
regular !RA contributions into 
a SEP-IRA? 

T h e a n s w e r is gene r a l l y 

"yes. " H o w e v e r , the extent to 
w h i c h a d e d u c t i o n w i l l be 
a l l o w e d for the c o n t r i b u t i o n 
m a y be l i m i t e d by 
p a r t i c i p a t i o n in the SEP or any 
other q u a l i f i e d p e n s i o n p l a n . 
T h e e m p l o y e e s h o u l d consu l t 
w i t h their tax adv i so r to 
d e t e r m i n e the a m o u n t o f 
d e d u c t i b l e a n d n o n d e d u c t i b l e 
cont r ibut ion (s ) a v a i l ab l e to 
t h e m . 

How will distributions be 
taxed? 

D i s t r i bu t i ons w i l l be taxed 
as o r d i n a r y i n c o m e . If the 
par t i c ipan t is unde r age 59'/.', 
pena l t i es m a y a p p l y 

Is a SEP deposit insured by 
the FDIC? 

If a SEP-IRA is inves ted in 
t ime depos i t s or sav ings 
ins t ruments in an insured 
f i n anc i a l ins t i tu t ion , it is 
insured by the app rop r i a t e 
g o v e r n m e n t agency u p to 
$ 1 0 0 , 0 0 0 , aggregated w i t h 
any t r ad i t i ona l IRA, Roth IRA 
a n d any se l f-directed K e o g h 
p l a n , e l i g i b l e defer red 
c o m p e n s a t i o n p lans , a n d a n y 
i n d i v i d u a l a c c o u n t as d e f i n e d 
in s e c t i on 3(34) of ERISA. Th i s 
$ 1 0 0 , 0 0 0 aggregate l im i t 
app l i e s o n a per-par t i c ipant , 
per-inst i tut ion bas is . 

If the SEP-IRA is not 
inves ted in t ime depos i t s or 
sav ings a c c o u n t s o f an insu red 
ins t i tu t ion , then s u c h 
inves tments are not insu red by 
the F D I C . 

What happens to a SEP-IRA 
when the participant dies? 

The funds in a SEP w i l l be 
p a i d to a par t i c ipant ' s 
bene f i c i a r i e s . D e p e n d i n g o n 
their r e l a t i onsh ip to the 
par t i c ipan t , they m a y have the 
potent ia l to par t ia l l y c o n t i n u e 
to shel ter the funds f r o m 

cur rent t axa t i on . T h e s tandard 
IRA ru les app l y . 

May a SEP be integrated with 
social security? 

Yes. A n integrated SEP w i l l 
pe rm i t a s o m e w h a t h ighe r 
c o n t r i b u t i o n pe r cen tage to be 
g i v en to the m o r e 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 . 
Integrat ion m a y be p e r m i s s i b l e 
w i t h a SEP p ro to t ype , but it is 
not p e r m i s s i b l e unde r the IRS 
M o d e l F o r m 5305-SER 

Who is responsible to 
administer the SEP? 

T h e s p o n s o r i n g e m p l o y e r is 
r e spons ib l e for the SEP's 
a d m i n i s t r a t i o n . T h e e m p l o y e r 
m a y w e l l need to consu l t w i t h 
its tax a n d legal adv isor . A 
f i n a n c i a l inst i tut ion 's gene ra l 
ro le is to serve as the 
d e p o s i t o r y a n d not as the p l an 
admin is t ra tor . 

What is a Salary-Reduction 
SEP (SAR-SEP), and what 
advantages does it offer? 

A n e m p l o y e r is no t 
p e r m i t t e d to e s t a b l i s h a 
s a l a r y - r e d u c t i o n SEP after 
D e c e m b e r 3 1 , 1 9 9 6 . SAR-
SEPs e s t a b l i s h e d b e f o r e 
J a n u a r y 1, 1 9 9 7 , c a n 
c o n t i n u e to r e c e i v e 
c o n t r i b u t i o n s u n d e r p r e s e n t 
ru l e s , a n d n e w e m p l o y e e s o f 
the e m p l o y e r , h i r e d after 
D e c e m b e r 3 1 , 1 9 9 6 , c a n 
p a r t i c i p a t e in the S A R - S E P i n 
a c c o r d a n c e w i t h t he ru l e s . 
Y o u s h o u l d r e v i e w IRS 
P u b l i c a t i o n s 5 6 0 a n d 5 9 0 for 
a d d i t i o n a l i n f o r m a t i o n . 

Are the rules for transferring 
a SIMPLE-IRA and the rules 
for transferring a SEP-IRA 
similar? 

T h e a n s w e r to th is 
q u e s t i o n s is, " N o , t h e y a re 
n o t . " A t ransfer f r o m a 
S I M P L E - I R A to a n o t h e r 
S I M P L E - I R A f o l l o w s t he 

s t a n d a r d r o l l o v e r a n d t ransfer 
r u l e s . H o w e v e r , to t ransfer a 
S I M P L E - I R A to a t r a d i t i o n a l 
I RA , a t w o - y e a r r e q u i r e m e n t 
m u s t b e m e t , a n d a p e r s o n 
n o t ye t age 5 9 1/2 w o u l d b e 
p e n a l i z e d 2 5 % of the 
d i s t r i b u t i o n , no t 1 0 % . T h e 
ru l e s a r e q u i t e d i f f e r e n t for 
t h e s e t w o t y p e s o f I RAs 

Continued on page 8 
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i.^fe: The IRS has issued a Supplement to Publication 590 (reproduced below) explaining the new 
RMD rules. This Supplement makes clear that the new RMD rules for beneficiaries do apply for 2001, 
regardless of when the IRA accountholder died.,. 

Department of the Treasury 
Internal Revenue Service 

Notice 1270 
( F e b r u a r y 2 0 0 1 ) 

Supplement to Publication 590, Individual 
Retirement Arrangements (IRAs) 

New Simplified Rules for Minimum 
Required Distributions 

After Publication 590 was printed, the IRS issued new 
rules ttiat simpHl^ how irunirTKins required distritxitions will be 
figured after 2001. For 2001, you can figure the mininrHirti 
required distribution using efther these new rules or the old 
njles explained in Publication 590, Individual Retirement 
Anangements (IRAs). For most people, the r»ew simplified 
mies will result in lower minimum required distributions. 

If you are age 70Vz or otder and own a traditional IF?A or if 
you are the beneficiary of an IRA, you may be subject to an 
additional tax if you do rx)t take annua! distritHJtions from the 
IRA of at least the minimum required distribution for the year. 
This is discussed in Publication 590 tseginning on page 21, 
under Wtmi Must I Withdraw IRA Assets? (Required 
Distributions). 

If you attained age 707a in 2000 and are taking your 
minimum required distribution for 2000 by AprH 1, 2001, do 
tvx. use the new mIes for figurir>g the distribution for 2000. 
Instead, use tfie old ttiles in Put)!ication 590. Use ttie new 
rules for figuring the required distribution for 2001 that must 
be made by the end of 2001. 

For detailed information atxxjt the new mies, see ttie 
proposed regulations published in the Federal Register on 
January 17, 2001, 66 FR 3928, and Announcement 2001-18, 
IRB 2001-10, dated March 5, 2001, 
Distributions dwlng the owner's i if^ime. Under the new 
rules, minimum required distributions during your lifetime are 
based on a distrit)utk3n period that can be determined using 
a single table and your age. The distrit)utton period is not 
affected by your tjeneflciary's age unless your sole 
tjeneficiary is your spouse wtxj is more than 10 years 
younger than you are. In that case, you can use a different 
table. 

To figure the minimum required distrifcxition for 2001, 
divide your account traiance at the end of 2000 by the 
distribution period from the table. This is the "applicable 
divisor" listed next to your age (as of your t)irthday in 2001) 
in the Table for Determining Af^ical^le Divisor for MDIB 
Minimum Distribution Incidental Benefit) on page 80 of 
Put)l!cation 590, unless your sole berxjftciary is your spouse 
wrtx) is more than 10 years younger than you are. In that 
case, use the number at the intersection of the ages of you 
and yoiir spouse (as of your biftWays in 2001) in Tabfe // 
point and Last Survivor Expectancy) beginning on page 76 of 
Publication 590. These mtes also apply for figuring the 
minimum required distritxjtjon for 2001 for an ovi'ner wtw 
dies in 2001 after his or her required beginning date. 

Distributions after the owner's death. Under the new ailes, 
if the designated beneficiary of ttie owncy is an indvidual, 
such as the owner's spouse or child, minimum required 
distritHJtions for years after the year of tlie owner's death 
generally are based on a distritxition peiiod that can tie 
determined using ttie ijeneficiary's sirigie life expectancy. 
This rule applies wtwther or not tlie dealti occurred before 
the owner's required t>eg(nning date. If the owr>er's 
tjerieficiary is noi an individual (for example, if ttie txjneficiary 
is the owner's estate), ttie rule for determining minimum 
required distritHJtions for years after ttie owner's death 
depends on whether or rxjt the death occurred before ttie 
owner's required tieginning date. 

If the owner's designated benefkaaiy is an indhfiduaL 
To figure the minimum rec|uired distribution for 2001, divide 
the account tsalance at the end of 2000 by the distribution 
period from Table I (Single Life Expectancy) on page 75 of 
Putrfication 590 Determine the distritxtticxi period as follows. 

• Spouse as sole designated beneficiary. The 
distribution period is the divisor listed in the table next 
to the spouse's age (as of tiie spotjse's birthday in 
2001). if the owner died before the year in which he or 
she attained age 70%, distributions to the spouse need 
not tiegin until ttie year in which the owner would have 
attained age 70y2. 

• Other designated beneficiary. Th<3 distritHjtion penod 
is ttie divisor listed in ttie table next to ttie tseneficiary's 
age (as of his or tier birttiday in ttie year following the 
year of the owner's death), reducetf by one for each 
elapsed year since ttie year following the owner's 
death. 

If the owner's benendary is not an IndividuaL 
Determine ttie minimum required distribution for 2001 as 
follows, 

• Death on or after the required beginning date. Divide 
tlie account balance at the end of 2000 by the 
distribution period from TaWe / (Single Life Expectancy) 
on page 75 of Publication 590. The distribution period 
is ttie divisor listed next to ttie owmsr's age (as of his or 
her birthday in the year of death), rfjduced by one for 
each elapsed year since ttie year of deatli. 

• Death before the required beginning date. The 5-year 
rule continues to apply. Under this rale, the entire 
account must be distributed by ttie end of ttie fifth year 
following the year of the owner's death. No distritiution 
is required for a year tjefore that fifth year. This njte 
may also be elected by a beneficiary who is an 
individual. 


