Part IV. Items of General Interest

Notice of Proposed Rulemaking plans). Such distributions are referred t@. Expansion of existing relief for re-
. ) o as eligible rollover distributions. UCA ceiving plans

Relief From Disqualification for also added a new qualification provision _

Plans Accepting Rollovers under section 401(a)(31) that requires These proposed regulations would ex-

qualified plans to provide employeespand and clarify in several respects the

with a direct rollover option. Under arelief provided in the regulations under

REG-245562-96
AGENCY: Internal Revenue Servicedirect rollover option, an employee maysectlon 401(a)(31) issued last year. First,

(IRS), Treasury. elect to have an eligible rollover distri- ?ned Fémp:nsg‘:h;e?;'.gfj?p;m""o‘l?‘s"d acl'fégy
bution paid directly to an eligible retire- xp : ISquaiih

ment plan. The direct rollover option jistion currently provided for plans that

SUMMARY: This document contains provided in addition to the pre-existingaccept direct rollovers. The protection

proposed regulations that would provideollover provisions under section 402.Would be expanded to be available not

guidance on the qualification of retire-Thus, an employee who receives aﬁmly I|f(;he E’rllan dadtmén|§trator| reasonablly

ment plans that accept rollover contribueligible rollover distribution but who ](figgc Lljm?jsér gecltisorrll u4'gf(£ ar(;rls4c(1)%a(15

tions from employees. These regulationsoes not elect a direct rollover still has . - ;

affect plan administrators of qualifiedthe option to roll over the distribution to (V€N If later it is determined that the
distributing plan is not a qualified plan),

plans that accept rollover contributionsan eligible retirement plan within 60 but also if the plan administrator reason-

DATES: Written comments must be re-dayf‘ off.rec|e|pt. lati . _ably concludes that a distribution meets
ceived by December 18, 1996. The final regulations under sectionyg’ gther requirements to be an eligible

401(a)(31) provide that a plan that acyq)iover distribution (but later it is deter-
ADDRESSES: Send submissions taepts a direct rollover from another planined that this Cogdusion was incor-

CC:DOM:CORP:R (REG-245562-96),will not fail to satisfy section 401(a) or -
room 5228, Internal Revenue Service403(a) merely because the plan makiné?&tj)ld Ell;rrﬁrf;/e:,h::thﬁ‘ tﬁgoglfneg drrT?i%liJsI?rg?n
POB 7604, Ben Franklin Station, Washthe distribution is, in fact, not qualified {5 reaches these conclusions reasonably,
ington, DC 20044. In the alternative,under section 401(a) or 403(a) at the,hq satisfies the corrective distribution
submissions may be hand delivered beime of the distribution, if, prior to requirement described below, the contri-
tween the hours of 8 am. and 5 p.m. taccepting the rollover, the receiving plary tion will be treated as a rollover con-
CC:DOM:CORP:R (REG-245562-96),reasonably concluded that the distributg.ip tion for purposes of applying quali-
Courier's Desk, Internal Revenue Sering plan was qualified under sectionfication requirements under section
vice, 1111 Constitution Avenue NW.,401(a) or 403(a). The regulations pro—401(a) or 403(a) to the plan. Thus, if the
Washington, DC. Alternatively, taxpay-vide, as an example, that the receivingntipution was not, in fact, a distribu-
ers may submit comments electronicallyplan may reasonably conclude that the&on from a qualifie('j plan ’or for any
via the Intemet by selecting the *“Taxdistributing plan was qualified undergiher reason fails to be an eligible
Regs” option on the IRS Home Page, osection 401(a) or 403(a) if, prior 10 g)over distribution within the meaning
by submitting comments directly to theaccepting the rollover, the plan adminisy¢ section 402(c), the contribution nev-
IRS Internet site at http:// trator of the distributing plan provided gipeless would be treated as a rollover
www.irs.ustreas.gov/prod/tax_regsthe receiving plan with a statement that o ntribution as opposed to, for example
comments.htm| the distributing plan had received &, employee contribution for purposes

FOR FURTHER INFORMATION CON- determination letter from the Commis-q¢ <action 401(m) or for purposes of

) .- sioner indicating that the plan was quali-nti
TACT: Marjorie Hoffman, (202) 622- _ L A “section 415.
6030 (not a toll-free number). fied. The plan administrator is not re

quired to verify this information, such as

ACTION: Proposed regulations.

Second, the regulations would extend
this expanded relief from disqualifica-

SUPPLEMENTARY by obtaining a copy of the distributing _. .
INFORMATION: plan’s plan document or determinatiort©” © plans that accept rollover contri-

letter, in order to reasonably conclud utions other than direct rollover contri-
Background that the distributing plan is qualified 2Utions: Thus, the relief would apply to

plans that accept rollover contributions
made by an employee within 60 days of
Tax Regulations (TD 8619 [1995-2 C.B. . . the date of the distribution from a plan.
41]) under sections 401(a)(31) anaEpranaﬂon of Provisions Further, the relief would apply to plans
402(c) were published in thé&ederal 1 oyerview that accept rollover contributions from a
Register (60 FR 49199). The final regu- “conduit IRAs,” i.e., an individual re-
lations provide guidance for complying The relief to be provided in thesetirement plan that does not contain any
with the Unemployment Compensationproposed regulations is intended to inamount attributable to any source other
Amendments of 1992 (UCA). crease the portability of qualified planthan a rollover contribution (as defined
UCA expanded the types of distribu-benefits when an employee changem section 402) from a plan qualified
tions from a qualified plan that arejobs. This objective would be achievedunder section 401(a) or an annuity
eligible to be rolled over to an indi- by reassuring a plan sponsor that accepualified under section 403(a). The re-
vidual retirement account or individualtance of an amount as a rollover contridief would apply if (2) when accepting a
retirement annuity, or to another quali-bution, in appropriate circumstancesrollover contribution, the plan adminis-
fied plan that accepts rollovers (collec-will not affect the plan’s qualification trator of the receiving plan reasonably
tively referred to as eligible retirementunder section 401(a) or 403(a). concludes that the contribution is an
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eligible rollover distribution from a ation will be given to any written com- the qualification requirements of section

qualified plan (or an amount distributedments (a signed original and eight (8¥401(a) or 403(a) to the plan?

from a conduit IRA) and that the contri- copies) or comments transmitted via O

bution satisfies the other applicable reinternet that are submitted timely to the

quirements of section 402(c) or 408(d)4RS. All comments will be available for QUESTIONS AND ANSWERS

(3) for treatment as a rollover contribu-public inspection and copying. L A A

tion and (b) the receiving plan satisfies A public hearing may be scheduled if

the corrective distribution requirementrequested in writing by a person tha‘i’o

described below. timely submits written comments. If a
The regulations would provide ex-public hearing is scheduled, notice of; .

amples of the actions that a plan adminthe date, time, and place for the hearin |oen blfalﬁ;ﬁ;agt?gnf?é pul;rrgr?]zenisogfagg(l:)t/ilgg

istrator might take to reasonably conwill be published in theFederal Regis- 401&) or 403(a) toqthe plan?

clude that an employee’s contributionter. )

satisfies the requirements for treatment _

as a rollover contribution. The exampledPrafting Information

are intended to be merely illustrative. the principal author of these regularibution will be treated, for purposes of
Plan administrators may develop othefions is Marjorie Hoffman, Office of the applying the qualification requirements
approaches or procedures for reasonabj{ssociate Chief Counsel (Employeeof section 401(a) or 403(a) to the re-
reaching this conclusion. .. Benefits and Exempt Organizations)ceiving plan, as if it were a valid roll-
Finally, the regulations would provide |Rs, However, other personnel from theover contribution, if the following two
that if the receiving plan later obtainS|Rs and Treasury Department particiconditions are satisfied. First, when ac-
actual knowledge or otherwise deterpated in their development. cepting the amount from the employee
mines that the distributing plan was not s e e xw as a rollover contribution, the plan ad-
qualified at the time of the distribution, ministrator of the receiving plan reason-
that any portion of the distribution wasprgposed Amendments to the Regulaably concludes that the contribution is a
not an eligible rollover distribution or an tjons valid rollover contribution. Second, if

amount distributed from a conduit IRA . o
L ’ ; . the plan administrator of the receiving
or that the contribution to the plan Accordingly, 26 CFR part 1 is plan later determines that the contribu-

otherwise did not satisfy the applicableamended as follows: tion was an invalid rollover contribution,

requirements of section 402 or 408 fOlpART 1__INCOME TAXES the amount of the invalid rollover con-

treatment as a rollover contribution, a - ; ;
. e T ' N tribution, plus any earnings attributable
corrective distribution equal to the Paragraph 1. The authority citation forthereto, is distributed to the employee

amount of the contribution plus anypart 1 continues to read in part asinin a reasonable time after such
earnings attributable to the contributiorfollows: determination

would be required to be made to the Authority: 26 U.S.C. 7805. * * * (b) Definitions. For purposes of this
employee within a reasonable time after Par. 2. Section 1.401(a)(31)-1 iSQ&A—14: '

Q-14: If a plan accepts an invalid
llover contribution, whether or not as
direct rollover, how will the contribu-

A-14: (a) Acceptance of invalid
rollover contribution. If a plan accepts
an invalid rollover contribution, the con-

such determination. amlengeg astrflollzws:d_ “List of (1) An invalid rollover contribution is
- _ 1. Under the heading "List of Ques- ;" qunt that is accepted by a plan as
Special Analyses tions,” redesignating Q-14 through, o 5ver within the meaning of

It has been determined that this noticc%v_ellf :r? d 2&33 gtf;]rgvlﬂlgg_%—l& respecQ&A_l of_ 8 _1.402_(c)_—2 (or as a roll-
e lony e 1o o &, 2. Under the heading "Question andZacror08(c)(3)(A)() but hat i ot
12866. Therefore, a regulatory asses Answers,” removing designation (a) andy, eligible rollover distribution from a
ment is not requfred It also has bee he paragraph heading, and removmg'ua"ﬁed plan (or an amount described
determined that section 553(b) of the2adraph (b) from A=13. _ in section 408(d)(3)(A)(ii)) or that does
Administrative Procedure Act (5 U.S.C. . o Under the heading “Question andyq satisfy the other requirements of
chapter 5) does not apply to these regua"SWers.” redesignating Q&A-14 qoinn 401(a)(31), 402(c), or 408(d)(3)
lations, and because the regulation dodfroudh Q&A-18 as Q&A-15 through fo treatment as a rollover or a rollover
not im,pose a collection of information &A-19, respectively, and adding congipytion.
on small entities, the Regulatory Flex-Q&A-14. _ (2) A valid rollover contribution is a
ibility Act (5 U.S.C. chapter 6) does not The additions read as follows: contribution that is accepted by a plan
ol S ecbon 16050 01, 141 pourement 1o oo, 2 [0 M e ey o
Hooosed VI u i | bls bl agdirect rollover of eligible rollover distri- 5/ ui o s RS of sec-
proposed ruiemaxing will be SUbMitedy, ;o questions and answers. . g
to the Chief Counsel for Advocacy of tion 408(d)(3) and that satisfies the

the Small Business Administration for oorow o requirements of section 401(a)(31), 402-
comment on its impact on small busi- (c), or 408(d)(3) for treatment as a roll-
ness. LIST OF QUESTIONS over or a rollover contribution.

LI A S (c) The provisions of paragraph (a) of

Comments and Requests for a Public
Hearing

) : . this Q&A-14 are illustrated by the fol-
Q-14: If a plan accepts an mvalldIOWing examples:

. ro”‘?VGr contribution, Wh,ether or no,t as Example 1.(a) Employer X maintains for its
Before these proposed regulations are direct rollover, how will the contribu- empioyees Plan M, a profit sharing plan qualified
adopted as final regulations, considertion be treated for purposes of applyinginder section 401(a). Plan M provides that any
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employe of Employe X may male a rollover
contribution to Plan M. Employe A is an em-
ployee of Employe X, will not hawe attained age
70 1/2 by the erd of the yea, and has a vested
account balane in Plan O (a plan maintaine by
Employe A's prior employer) Employe A elects
a single sum distribution from Plan O and elects
that it be paid to Plan M in a direct rollover.

(b) Employe A provides the plan administrator
of Plan M with a letter from the plan administrator
of Plan O stating that Plan O has receivel a
determination letter from the Commissione indi-
cating that Plan O is qualified.

(c) Basa upan such a letter, absen facts to the
contrary, a plan administrate may reasonably
concluce that Plan O is qualified and that the
amourt paid as a direct rollover is an eligible
rollover distribution.

Exampé 2. (a) Sane facts as Exampe 1, except
that Employe A elect to receiw the distribution
from Plan O and wishes to male a rollover
contribution describel in sectimm 402 rather than a
direct rollover.

(b) When makirg the rollover contribution Em-
ployee A certifies that, to the bes of Employe As
knowledge Employe Ais entitled to the distribu-
tion as an employe and not as a beneficiay, the
distribution from Plan O to be contributed to Plan
M is not one of a series of periodic paymentsthe
distribution from Plan O was receivel by Em-
ployee A nat more than 60 days before the date of
the rollover contribution and the entire amoun of
the rollover contribution would be includible in
gross incone if it were not being rolled ove.

(c) As suppot for thee certifications Em-
ployee A provides the plan administrate of Plan
M with two statemerd from Plan O. The first is a
letter from the plan administrates of Plan O, as
describel in Exampe 1, stating that Plan O has
receivel a determinatio letter from the Commis-
siong indicating that Plan O is qualified The
secoml is the distribution statemetthat accompa-
nied the distribution check The distribution state-
mert indicates that the distribution is being made
by Plan O to Employe A, indicates the gross
amourt of the distribution and indicates the
amourt withhed as Federd incone tax The
amourt withhedd as Federd incone tax is 20
percen of the gross amourt of the distribution.
Employe A contributes to Plan M an amourt not
greate than the gross amoun of the distribution
statal in the letter from Plan O and the contribu-
tion is mace within 60 days of the date of the
distribution statemenfrom Plan O.

(d) Basal on the certificatiors and documenta-
tion provided by Employe A, absen facts to the
contrary, a plan administrate may reasonably
concluce that Plan O is qualified and that the
distribution otherwi® satisfies the requiremers of
sectim 402(g for treatmen as arollover contribu-
tion.

Exampé 3. (a) The facts are the same as in
Exampé 2, excep that, rather than contributing
the distribution from Plan O to Plan M, Employee
A contributes the distribution from Plan O to IRA
P, an individud retiremen accour describel in
secti;m 408(a) After the contribution of the distri-
bution from Plan O to IRA P, but before the year
in which Employe A attains age 70 1/2, Em-
ployee Arequess a distribution from IRA P and
decide to contribuie it to Plan M as a rollover
contribution To male the rollover contribution,
Employe A endorse the ched receivel from
IRA P as payabk to Plan M.

(b) In addition to providing the certifications
describel in Exampe 2 with respet to the
distribution from Plan O, Employe A certifies
that, to the beg of Employe A's knowledge the

contribution to IRA P was made nat more than 60
days after the date Employe A receivael the
distribution from Plan O, no amoun othe than the
distribution from Plan O has been contributel to
IRA P, and the distribution from IRA P was
receivel not more than 60 days earlier than the
rollover contribution to Plan M.

(c) As suppot for the® certifications in addi-
tion to the two statemerst from Plan O described
in Exampeé 2, Employe A provides copies of
statemerg from IRA P. The statemerd indicate
that the accoun is identified as an IRA, the
accour was establishd within 60 days of the date
of the letter from Plan O informing Employe A
that an amoun had been distributed and the
openirg balane in the IRA does not exced the
amoun of the distribution describ@ in the letter
from Plan O. There is no indication in the
statemertd that any additiond contributiors have
been mack to IRA P sine the accoun was
opened The date on the chedk from IRA P is less
than 60 days before the date that Employe A
makes the contribution to Plan M.

(d) Basal on the certificatiors and documenta-
tion provided by Employe A, absen facts to the
contrary, a plan administrate may reasonably
concluce that Plan O is qualified and that the
contribution by Employe Ais a rollover contribu-
tion describel in sectiom 408(d)(3)(A)(i) that
satisfies the other requirements of sedion
408(d)(3 for treatmen as a rollover contribution.

Par. 3. Sectiom 1.402(c)2 is amended
by adding a sentene to the end of A-11
to read as follows:

§ 1.402(c)-2 Eligible rollover distribu-
tions questios and answers.

* ko ko Kk ok

A1 * * * See § 1.401(a)(31)-1,
Q&A-14, for guidan® concernirg the
qualification of a plan that acceps a
rollover contribution.

Michad P. Dolan,
Acting Commissioneof Internal
Revenue.

(Filed by the Office of the Federd Registe on
Septemhbe 18, 1996 8:45 a.m, and publishe& in
the isste of the Federd Registe for Septembel9,
1996 61 F.R 49279)




