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vice, 1111 Constitution Avenue, NV, proposed collections of information maynot valid unless, prior to the distribution,
Washington, DC Alternatively, taxpayers be minimized, including through the ap+the participant is given an explanation of
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Section 402(f) requires that the plan adments by providing the guidance mosNotices under sections 402(fjl14a)(11),
ministrator of a qualified retirement planfrequently requested by commentators. and 3405(e)(10)(B)
provide the recipient of an eligible roll- Additionally, in response to many of
over distribution with a written explana-the comments submitted und&n-
tion of the direct rollove mandatory 20- nouncement 98-62, the IRScafreasury
percent income tax withholding, andare issuing a notice concerning the use of The proposed regulations provide that,
other relevant tax information. Sectiorelectronic media for general plan transag, general, a plan may provide a notice re-
1.402(f)—1_Q&A-2 requires t_hat noticestions The nqtlf:e cqnflrms thqt .the “pa-quireol under section 402(f)12(a)(LL),
under section 402(f) be provided no lesperless” administration of participant en- ; ;
o ) or 3405(e)(10)(B) either on a written
than 30 and no more than 90 days beforeliments, contribution elections, aper document or through an electronic
the date of a distribution, although a parnvestment elections, beneficiary designz%edium reasonably accessible to the par-
ticipant may waive the 30-day period. tions (other than designations requmn?icipant to whom the notice is giveiThe
Section 3405(e)(10)(B) of the Code respousal consent), direct rollover elections roposed requlations generally do not cat-
quires the payor of any designated distritand certain other transactions will no{J R g generally do )
. i . o . ) egorize particular electronic media as ei-
ution (other than an eligible rollover dis-cause a qualified plan to fail to satisfy thef‘her permissible or impermissible for this
tribution) to transmit to the payee a noticeequirements of section 401(a) (or the re- dd t prescribe detailed
of the right not to have income tax with-quirements for a qualified cash or dePUrPose and do not p '
held from the payment. ferred arrangement under section 401(k) .ed|§-spec||f|_c rules. flnsr:ead, the” pro-
Section 1510 of th Taxpayer Relief The notice is intended to apply to a broa osed regu ations set fort generaty ap-
Act of 1997 provides for the Secretary ofange of general plan transactions an licable standards_that are mt_ended to
the Treasury to issue guidance designed &lectronic media, but it does not apply tggrallel the_key attributes of notlces_, pro-
interpret the notice, election, consent, digransactions for which the Code, the regu\fIdecj on written Paper documgnts without
closure, time, and related recordkeepintations, or other guidance of general a 'Mposing more stringent requirements on
requirements under the Code and the Emplicability prescribes requirements for theelec;ronlc notices The use of generally
ployee Retirement Income Secyiitct of media through which such transactiongppl'c.able stgndardg rather than detailed
1974 (ERISA) regarding the use of newnay be conducted (for example, it derUI,es is consistent with the comments re-
technologies by sponsors and administraot apply to providing the section 402(1‘)0‘3'\’6d undeAnnouncement 98_6_2'
tors of retirement plans and to clarify thenotice) Additionally, the notice does not Under the proposed regulations, an
extent to which writing requirementsaddress the application ditle | of ©l€ctronic notice must be provided under
under the Code relating to retiremenERISA to the use of electronic media for® SyStem reasonably designed to give the
plans permit “paperless” transactionsany plan transactions. notice in a manner no less understandable
Section 1510 provides that the guidance _ o to the participant than a written paper
must protect participant and beneficiarFXpla”at'O” of Provisions document The no-less-understandable

rights Any final regulations applicable t0 gaperal requirement is to be applied taking into
this guidance may not befective until account the method of delivery aqd the
the first plan year beginning at least six These proposed regulations permit thformat and content of the electronic no-
months after issuance as final regulationsise of electronic media for the transmisice; howeve, the standard is not intended
The IRS ad Treasury issué An- sion of certain notices and consent rd® require that the electronic notice be
nouncement 98-62, 199829 I.R.B.13, tquired for distributions from qualified identical in form or content to a cerr
request comments from interestednme plans. Using flexible standards — rathepPonding notice provided on a written
bers of the public concerning the developthan detailed requirements — the proPaper document (although an electronic
ment of the guidance described in sectioposed regulations: notice must contain all the information
1510 Announcement 98-62 solicited in- « Permit electronic delivery of the no-that would be required if the notice were
formation on the kinds of electronic or  tice of distribution options and theprovided on a written paper document).
“paperless” technologies used by spon- right to defer under sectionl#(a)-  The IRS ad Treasury would expect
sors and administrators in plan adrsini (11), the rollover notice under sectiorthat provision of notices through e-mail or
tration, identified a number of specific ~ 402(f), and the voluntary tax vt a plan web site would in most cases sat-
legal and practical issues for comment, holding notice under section 3405(e)isfy the no-less-understandable require-
and requested that commentators identify  (10)(B); ment under well designed systems. How-
the issues most in need of administrative « Permit participant consent to a distrieve, the IRS ad Treasury expect that the
guidance. Commentators generally e bution under section14(a)(1) to be amount and nature of the information that

1. Use of eleacbnic media for delivery of
notices

couraged the IRS artreasury to issue given electronically; and must be provided in the section 402(f) no-
guidance facilitating the use of new tech- « Permit a plan to provide the sectiorfice would preclude oral delivery of the
nologies in plan administration, paic 411(a)(11) and section 402(f) noticesfull section 402(f) notice through a ¢el

larly the use of electronic technologies for  more than 90 days before a distribuphone system. By contrast, the amount
transmission of the notices and consent tion, if the plan provides a summaryand nature of the information required in
required for plan distributionsThese of the notices within 90 days beforethe notice under section 3405(e)(10)(B) is
proposed regulations respond to the com- the distribution. such that the no-less-understandable stan-



dard may be met by a notice providedvhether a participant will in fact be able tasimple distribution options to provide the
through a telephone systémWhether a generate the paper version of the notise section 41(a)(l1) notice through a vari-
section 41(a)(11) notice may be pro- written paper notice furnished on requesity of electronic media, including (in
vided through a telephone system will deneed not contain precisely the same infomany cases) automated telephone- sy
pend on the complexity of the plan distriination or be presented in the same form&ms This will make it easier for those
bution options A plan with a few simple as the notice delivered through an eleglans to provide the notice within the
distribution options could provide, tronic medium. Rathethe written paper 90/30-day period (for example, by pro-
through a well designed telephonessy notice (like the electronic notice) needsiding the notice when a participant re-
tem, a section #L(a)(11) notice that is only satisfy the applicable legal reqgtir quests a distribution through the auto-
just as understandable as a notice prosents regarding that notice. mated telephone system). Similgrl
vided on a written paper document; a plan These generally applicable standardglans with more numerous or more com-
with more numerous or more complexXor electronic notices are illustrated byplex distribution options that use an
distribution options may not be able tcseveral examplesThe examples illustrate e-mail system or a web site may provide
satisfy the no-less-understandable stamhether certain uses of electronichiec the notice when a participant requests a
dard in that manme nologies satisfy the proposed regulationsjistribution through the e-mail system or
The IRS ad Treasury believe that par-but they are not intended to constitute aghe web site.
ticipants should be able to receive a writexhaustive list of permissible usesssy  The proposed regulations also provide
ten paper notice from the plan on requegems, or media. Other uses, systems, fexibility with respect to the 90-day pe-
and that the right to receive a writtermedia (whether extant, such as CD-RONjod by providing an alternative timing
paper notice is an important safeguard fa touch-screen kiosk, or not yet develryle under sections 402(f) and14a)(11).
participants. Many of the comments subeped) that satisfy the applicable standardsnder this alternative timing rule, a plan
mitted unde Announcement 98-62 would be permitted. may give the full section 402(f) and sec-
strongly supported this proposition. Cer- To conform the rules for providing thetion 411(a)@1) notices more than 90 days
tain participants may be unable to usgection 41(a)(11) notice to the standardspefore the distribution and provide the
paperless technologies in affextive described above, the proposed regulatiopgticipant a summary of the notice dur-
manne, particularly as these new techremove from the existing regulations th%g the 90/30-day periodThe full notice
nologies emege and change rapidl In requirement that the sectioda)(11) s not required to be provided on a regular
such cases, the right to receive a notice dptice be received “in a manner thaEeriOdiC basis and could be provided in
a written paper document may be necey:ould satisfy the notice requirements ofynnection with other materials (for ex-
sary to ensure that the participant has &gction 417(a)(3). Also, while they do  ympe in the summary plan description or
adequate opportunity to deliberate aboutot remove references in the existing regyy 4 prochure describing plan distribution
his or her rights and options (and to seelRtions to the “written” section 402(f) NO-fe 4t res), but it must be updated (and pro-
advice from third parties, if desired). Intice (because the statutory provisions Qfijeq g the participant) as necessary to
accordance with these considerations, tr@ction 402(f) specifically refer to a “writ- o\ \re accuracy as of the time the sum-
proposed regulations provide that a pait€n” notice), the proposed regulations prog,ar is provided.
ticipant who is given a legally requiredvide for the electronic transmission of the o summary of the notice must set
notice through an electronic medium b&ection 402(f) notice and modify the M+, the material provisions of the notice
advised at the time the notice is given thdRg requirement for providing that notice. ¢ refer the participant to the most re-

Eseoz)ihz vr?/?ii/terﬁqggste?r:j%;i?ﬁgri tZte r?g'_ Flexibility for timingrequrementin  Cent occasion on which the full notice was
providing notices provided (and, in the case of a notice pro-
chage. vided in a document — such as the sum-
Because of its potential significance to The proposed regulations modify thenary plan description — that contains
individuals, this written paper notice mustiming requirement for providing the secother information, must identify that doc-
be a copy that participants can retain fafon 402(f) and sectionl4(a)(1) notices. uyment and must indicate where the notice
their own records (thus, a posted copy ignder existing regulations, those noticegay be found in that document), and must
not adequate)' Merely making paper nGnust be prOVided no less than 30 days alwvise the participant of the r|ght te-r
tices available through the electronico more than 90 days before the date ofuest and receive a full notice without
medium used to deliver the notice or andistribution, although a participant is perchage The plan could make this full no-
other electronic medium (for example, bymitted to waive the 30-day peridAs tjce available through an electronic
including a “print” option on an e-mail discussed above, the proposed regulatiofedium under a system that satisfies the
system or a web site) is not adequate bpermit plans with comparatively few andstandards discussed above if it aléf@is

cause of the uncertainty in determining the participant the option to request the
. — 5 — _ , ~ full notice on a written paper document.
_  The permissibility under the proposed regula “The timing requirements and waiver provision§\/p ather written or electronic, the full no-

tions of providing the section 3405 notice througtfor purposes of the sectiod¥a)(l1) notice are pro- fi if ted th ided with

an electronic medium is not limited to qualifiedvided i Treasury Regulations §81#(a)-11(c)- UCE, IT TEQUESIET, MUSL be provide .WI )
plans described in section 401(a); ratheapplies (2)(i) and (i), which are part of final regulations OUt chage no fewer than 30 days prior to
with respect to any payor under section 3405. publishedn T.D. 8796, 1999-4 |.R.B. 16 the date of the distribution (although the




participant may waive this 30-dayep 1. Youwillreceive only 80% of the payment, be-  The proposed regulations provide that
riod). cause the plan administrator is required tharticipant consent transmitted through an

. i 0, i . . .
In the case of the sectiod¥a)(l1) no- withhold 20% of the payment and send it tg 0 v nic medium must be given under a

the IRS as income tax withholding to be cred-

tice, the summary \./vi.II consist of a staté- jteq against your taxes. system that is reasonably designed to pre-
ment that the participant has a right to 2. Your payment will be taxed in the current yearclude an individual other than the partici-
defer receipt of the distribution (if applic- unless you roll it ove You may be able to use pant from giving the consent and that pro-

able) and a summary of the plan distribu- ~ special tax r“'es_fthat could Ted“f]e the tax yoyjdes the participant a reasonable
tion options. In the case of the section ~ °We: Howeve if you receive the payment 4 4 nity to review and to confirm,

. before age 59-1/2, you also may have to pa . . .
402(f) notice, the summary must summa- additi?,nal 10% tgxl Y P ?/nodlfy, or rescind the terms of the distrib-
rize the principal provisions of the section 3. You can roll over the payment by paying it toution before the consent to the distribu-
402(f) notice The use of electronic your IRA or to another employer plan that ac-tion becomes féective. The proposed

media to provide these summaries is sub- Feptrs] your VO”OVer: within 60 dﬁ‘yz of fece_lilv' regulations do not set out specific rules
ject to the same generally applicable stan- "9 the paymentThe amount rolled over will o5 ing adequate identification ai-a
dards that apply to the electronic trans nat be taxed untll you take It oLt of theflfer thentication of participants; the IRS and
b : B employer plan. ’
mission of the full section4.(a)(11) and 4. If you choose to have your Plan benefits paidl reasury note, howevethat many com-
section 402(f) notices, as described toyou and you want to roll over 100% of thements submitted undéAnnouncement
above. In contrast to the full section  Paymenttoan IR oran employer playOU  98-62 confirmed that “paperless” systems
; MUST FIND OTHER MONEY TO RE- P
- ordinarily use passwords and personal
402(f) nptlce, howewgthe IRS ad Trea PLACE THE 20% THAT WAS WITHHELD. = .\ .q 3{ P bers t b fici
sury believe th_at the summary of the sec- you roll over only the 80% that yoier 'd€Ntification numbers to ensure partici-
tion 402(f) notice can be provided orally ceived, you will be taxed on the 20% that wad?@nt identity in plan transactions.
through a well designed telephone system  withheld and that is not rolled ove The requirement that a participant be
In a manner no less underStandable. than{@u can find a complete explanation of these ruIeQ,IVen a reas_onable opportunlty _tO review
written paper summgr The following as well as additional rules that may apply in speci@nd to confl_rm,_ m(_)d;f, or resm_nd the
summay, based on the summary set forthircumstances, beginning on page x of your Sunterms of a distribution before his or her
in Notice 92-48, 1992-2 C.B. 377, is arary Plan DescriptianYou can also obtain a free consent becomesfective is not intended
example of a section 402(f) summary thactor;(/]?f the complete explanation from the Persony, require a mandatory rescission period
. e Ice. . .
may be provided through an automated after a transaction has been completed; it
telephone system: If you wish to have a free copy of the complete exis sifficient for the plan to provide this
planation mailed to you, press 1. opportunity immediately before the pa
If you wish to hear this explanation again, press 2. ticipant completes the session in which
. . . , the consent is given (for example, before
The following is a brief explanation of an im ortantIf you wish to end this transactionwowithout re- it i
9 P p questing any distribution, press 3. exiting the plan web site or at the end of

decision you must make about any distribution you an automated telephone transactiofje
request from the Plan. Please listen to it canefull If you wish to continue with this transaction, press 4 . . .
You can find a more complete written explanation of opportunity to review and to confirm,

these rules in the Summary Plan Description for th€onsent under sectiori#(a)(11) modify, or rescind the terms of the distrib-
Plan, beginning on page xYou can obtain a free ution may be compared to a particigant
copy of the complete explanation from the Person- The proposed regulations provide thabpportunity to review the terms of a dis-
nel Office, or you will have an opportunity at thein general, a plan may receive a particitribution on a written paper distribution
teonjotzjf.tms message to request to have a copy ma”ﬁ%nts consent either on a written pap_eelection form prior to submitting that
document or through an electroniayritten paper form to the plan.
A payment from the Plan may be eligible formedjum reasonably accessible to the par- Many comments submitted urdén-
e AaieAe ticipant AS in the Gase of participant no-nouncement 98-62 ndicated that i is a
ALL ORANY PORTION of your payment either (1) tices, the proposed regulations generallyery common practice in electronic plan
PAID IN A “DIRECT ROLLOVER" or (2) PAID  dO not categorize particular electroni@administration to provide participants
TOYOU. media as either permissible or impermiswith confirmations (usually written con-
A rollover is a payment of your Plan benefits to yc,uﬁible for this purpose and do not prescribirmations) of plan transactionsThe re-
individual retirement arrangement (IRA) or to an-detailed, media-specific rules. Insteadseipt of a confirmation is, for the partici-
other employer planThis choice will &fect the tax the proposed regulations set forth genepant, analogous to the opportunity to
you owe. ally applicable standards for transmittingetain a photocopy of a written paper dis-
If you choose a DIRECROLLOVER consent through electronic mediaThe tribution election form. Consistent with
1. Your payment will not be taxed in the currentstandards are intended to parallel the kajrese comments, the proposed regula-
year and no income tax will be withheld.  attributes of participant consent providedions provide for the plan to give the par-
2. Your payment will be made directly to your e paper documents without im<icipant a confirmation of the terms of the
IRA or, if you choose, to another employer . . . T } o .
plan that accepts your rollove posing more stringent requirements odistribution within a reasonable time
3. Your payment will be taxed later when youelectronic consents To conform the ex- after the participant has given consent
take it out of the IR or the employer plan.  isting regulations to this change, the prothrough an electronic medium. Howeve
If you choose to have your Plan beneftsD TO  POSed regulations remove the requiremettte confirmation of the participastcon-
YOU that a participané consent be “written.” sent to the distribution generally need not

Summary of Notice Regarding
ImportantTax Information



be given through a written paper docuen those issues has not been issued at tRisliance

ment; it may be given through any electime because any use of electronic media o

tronic medium that would satisfy the proor those purposes — as well as for the no- F1an sponsors and administrators may
visions of the proposed regulations fotice requirements of sections 401(k)(12}€!y on these proposed regulations for
delivery of the section# (a)(11) notice. and 401(m)(1) (pertaining to the safe har-guidance pending the issuance of final
(Thus, if the confirmation is given bor methods of satisfying the nondiscrimifegulations. If, and to the extent, future
through an electronic medium, the partichation requirements of sections 401(kguidance is more restrictive than the guid-
ipant must be given the right to requesand (m)) and the notice requirements gince in Fhese proposed regul-atlons., the fu-
and to receive the confirmation on a writsection 204(h) of ERIS — would raise ture guidance will be applied without
ten paper documept.Additionally, the Substantial issues distinct from thoséetroactive &ect.

confirmation need not be given as a sep#aised by the use of electronic media fop, 0 Effective Date

rate transaction. For example, the confithe notice and consent requirements of

mation could be given immediately besections 402(f), #1(a)(11), and 3405(e)- These regulations are proposed to be
fore completion of a session conductefL0)(B). The IRS ad Treasury will be re- effective the first day of the first plan year
on a plan web siteAlternatively, a plan Vviewing those issues and will considebeginning on or after the date that is six
could provide the confirmation byer Whether guidance should be issued in th@onths after they are published in the
flecting the transaction in a participant future. Federal Registe as final regulations.

periodic account statement (provided that Several comments also requested guid-
the confirmation is given within a reason2Nnce regarding the use of electronic medfapecial Analyses

able time after the consert). for withholding elections under section

As with notices, the general standard3493 The IRS ad Treasury are issuing
for the section #(a)(l1) consent are il- duidance permitting payors to establis

|UStI’ated by SeVeraI examples intended &ygSteCrgftlafl)Craetceel';:)er T:)ué\rl:ls-?opn('wﬂnr?gﬁ:td); 12866 Therefore, a regu'atory asses
describe in broad terms certain uses

; tis not required. It is hereby certified
. . - Payments) electronicgll Interested par- MeN : _ :
electronic teChnOIOgleS that would Satlsf)ﬁes are invited to submit comments Cont_hat these regu]aﬂons will not have a sig-

;[njsfrr;zoiggsreerﬂuI?\tllgﬂs-trr?r?)uexr?n;?rlr?;i|Ceming what, if ap additional guidance nificant economic impact on a substantial
i give 9 is needed concerning the use of electronfimber of small entities This certifica-
web sites (Internet or intranet), and autos i for withholding elections undertion is based on the fact that the regula-
mated telephone systems and clarify that, o 3405 tions provide paperless alternatives to no-
a participant may consent to a distribution Several comments submitted unda- tices that otherwise must be sent as
orally through an automated telephongg ncement 98-62 addressed recordkeaystitten paper documents. It is anticipated
system The examples are not intended {4 nder section 6001 for electronic plathat most small businesseffexted by
constitute an exhaustive list of permissizgministration. Revenue Procedure 98these regulations will be sponsors ef r
ble uses, systems, or electronic media 95 199841 I.R.B. 7, specifies the basictirement plans. Since these notices are
to imply that other uses, systems, or ele¢equirements that the IRS considers to hgrovided only upon distributions and
tronic media (whether extant or not yekssential in cases where a taxpage since, in the case of a small plan, there
developed) would fail to satisfy the prorecords are maintained withim &uto-  will be relatively few distributions per
posed regulations. matic Data Processing system. Undgfea, small plans that implement a paper-
section 3.01 of Revenue Procedure 98ess system for delivering these notices
25, these requirements apply to employegill likely contract for them as part of a
A few comments submitted undan- Plans Additionally, Revenue Procedurepaperless system for distributionffeved
nouncement 98-62 requested guidance 9§ —22, 1997-1 C.B. 652, provides 9“'?@/ outside vendorsThe paperless deliv-
the use of electronic media for waivers of'c€ [0 taxpayers maintaining books angry of the notices will only add a minor
the qualified joint and survivor annuityrecords by using an electronic storaggcrement to the cost of these paperless
and the qualified preretirement survivorYSteM that either images their hardcopyistripution systems or the plan sponsor

annuiy, spousal consent, and related e (paper) books and records, or transferg; continue to use a papbased system.

planations under section 417. Guidancéir computerized books and records, 13 ¢ o gingly, a Regulatory Flexibility
alysis is not required. Pursuantto sec-

an electronic storage medium, such as

%‘;t'cea:;rj(')sclz d Ligdg; szezcn?ﬁei'gz er;ii\gtion 7805(f) of the Code, this notice of
on electronic plan administration clarify that partici- f uh u _d ’ | qui | ;t)?oposed rulemaking will be submitted to
pants need not receive written paper confirmation &I t at_:_ehveln;g p:ﬁe ure app Ytem? Oyet%e Chief Counsel foAdvocacy of the
every plan transaction conducted through an eleglans 1ne aag freasury invite inter- ; Lo : R
tronic medium (such as an inquiry regarding a parested parties to submit comments on Whastma” Busines Administration for com

ticipants account value) The IRS ad Treasury specific guidance is needed Concemina]em on its impact on small business.
note that (apart from the provision of the proposei;iecordkee ing reqguirements for electroni . .
regulations described above) neither the Code norlan admipnisgtrat?on in addition to that@omments and Public Hearing

the regulations impose a requirement to providQ . . f h lati
confirmation (written or otherwise) of plan transacProvided in Revenue Procedures 98-25 Before these proposed regulations are

tions conducted through an electronic medium. ~ and 97-22. adopted as final regulations, consiaer

It has been determined that this notice
rcef proposed rulemaking is not a signifi-
cant regulatory action as defined in EO

Other transactions ancecadkeeping




tion will be given to any electronic andPART 1—INCOME TAXES (b) This paragraph (b) is satisfied if the
written comments (a signed original and plan administrator—

eight (8) copies) that are submitted timely Paragraph 1The authority citation for (1) Provides a distributee with the

to the IRS The IRS ad Treasury specifi- Part 1 continues to read, in part, as folsection 402(f) notice;

cally request comments on the clarity ofPWS: (2) Provides the distributee with a

the proposed regulations and how it may Authority: 26 U.S.C. 7805 * ** summary of the section 402(f) notice

be made easier to understanall com- Pa. 2. Section 1.402(f)-1 is amendeqyithin the time period described in para-

ments will be available for public inspecY: N graph (a) of this Q&A-2; and

tion and copying. 1. Revising Q&A-2. (3) If the distributee so requests after
A public hearing has been scheduled 2 Adding Q&A-5 and Q&A-6. receiving the summary described in para-

for April 15, 1999, at 10 a.m. in room The revision and additions read as folgraph (b)(2) of this Q&A-2, provides the

2615, Internal Revenue Service Building!oWs: section 402(f) notice to the distributee

without chage and within the period

1111 ConstitutionAvenue NW, Washing- _ - ;
51.402(f)—1 Requéd explanation of specified in paragraph (a) of this Q&A-2

ton, DC. Due to security procedures, Visig|iginje rollover distributions; questions

tors must enter at the 10th Street entrancg, | - -c\vers (disregarding the 90-day period described
located between Constitution and Penn- ' in paragraph (a) of this Q&A-2) The

sylvania Avenues, NV. In addition, all L summary described in paragraph (b)(2) of
visitors must present a photo identifica- this Q&A-2 must set forth a summary of

tion to enter the building. Because of ac- Q-2 When must the plan administratokpe principal provisions of the section
cess restrictions, visitors will not bel-a provide the section 402(f) notice 1o a disz02(f) notice, must refer the distributee to
mitted beyond the immediate entrancdiputee? o the most recent occasion on which the
area more than 15 minutes before the -2 The plan administrator must pro-section 402(f) notice was provided (and,
hearing starts. For information about'd€ the section 402(f) notice to a distribin the case of a notice provided in any
having your name placed on the buildin%tee at a time that satisfies either pargtocument containing information in addi-
access list, see the “FOR RUHER IN- Jraph (a) or (b) of this Q&A-2. . tion to the notice, must identify that docu-
FORMATION CONTACT” section of (@ Paragraph (a) of this Q&A-2 is satment and must indicate where the notice
this preamble. isfied if the plan administrator provides amay be found in that document), and must
The rules of 26 CER 601_601(a)(3)d'5t“bmee with the section 402(f) noticeadvise the distribytee that, upon reqyest, a
apply to the hearing. no less than 30 days and no more than 2@py of the section 402(f) notice will be
Persons that wish to present oral confiays Pefore the date of a distributionprovided without chae.

ments at the hearing must submit writtehlow_eve’ if the d|§tr|butee, after haymg * k * * %

comments and an outline of topics to béecglved the Sec“‘?” ‘_"02_(0 noticdfia ,

discussed and the time to be devoted fBa“VEfly elect_s a dlstrl_but|on, a plan will Q-5: Will the requirements of section

each topic (signed original and eight (g)i°t fail to satisty section 402(f) merely, o5 ) pe satisfied if a plan administrator

copies) by March 25, 1999. ecause the distribution is made less thaj}iges a distributee with the section
A period of 10 minutes will be allotted 30 d2Ys after the section 402(f) notice Wagny ) notice or the summary of the notice

to each person for making comments.  Provided to the distributee, provided thgjescribed in paragraph (b)(2) of Q&A-2
An agenda showing the scheduling oP@n @dministrator clearly indicates to they this section other than through a writ-

speakers will be prepared after the deadistributee that the distributee has a rightn paper document?

line for receiving outlines has passedt.o consider t_he decision of whether or not ao_5. A plan administrator may provide

Copies of the agenda will be availabld® €lect a direct rollover for at least 30, gistributee with the section 402(f) notice

free of chage at the hearing. days after the notice is providedrhe or the summary of that notice described in
plan administrator may use any method tgaragraph (b)(2) of Q&A-2 of this section
Drafting Information inform the distributee of the relevant timeajther on a written paper document or

. period, provided that the method isafe through an electronic medium reasonably
The principal author of these regul sonaply designed to attract the attentiogccessible to the distributed notice or

tions is Catherine Livingston Femandezyt e gistriputee. For example, this insummary provided through an electronic
Office of the Associate Chief Counsel formation could be either provided in themedium must be provided under a system

(ErtT1poneIe tBen(ngs and E)éemprganl_i'- section 402(f) notice or stated in a sepahat satisfies the following requirements:
zations), Internal Revenue Service. HOWgate gocument (e.g., attached to the elec- (8) The system must be reasonably de-
eva, personnel from otherffices of the

IRS ard Treasury Department partic tion form) that is provided at the samasigned to provide the notice or summary
: i time as the notice. For purposes of sati#n a manner no less understandable to the
pated in their development. fying the requirement in the first sentencelistributee than a written paper document.
o of paragraph (a) of this Q&A-2, the plan (b) At the time the notice or summary is
Proposel Amendments to the Regu|a,[ionsadministrator may sgbstitute the z_innuityorovided, t.he.distributee must be advised
starting date, within the meaning ofthat the distributee may request amd r
Accordingly, 26 CFR parts 1 and 35 are§1.401(a)—20, Q&A-10, for the date ofceive the notice on a written paper docu-
proposed to be amended as follows: the distribution. ment, and, upon request, that document



must be provided to the distributee at na Plan Cs records in order for the transaction to  The revisions and additions read as fol-
Cha’ge. proceed. If a participant changes his or her PIN, tl]%ws:
articipant may not proceed with a transaction until

Q_G: Are there examples that IIIUStrate'I[;Ian C has sent confirmation of the change to th§1.4]_1(a)—]1 Restriction and valuation of

the provisions of Q&A-2 and Q&A-5 of ,apicipant. Plan C provides the section 402(f) no

this section? tice in the summary plan description, the most receiStributions.

A-6: The following examples illustrate version of which was distributed to participants in % * * %

the provisions of Q&A-2 and Q&A-5 of 1997 A participant may request a distribution from
this section: Plan C by following the applicable instructions on () * * *

the automated telephone system. In 1999, a partici- (2) Consent (I) No consent is valid un-
pant, using Plan '@ automated telephone system

Example 1 A qualified plan (Pla A) permits i i
P d plan ( )P requests a distribution that is an eligible rollover disless the participant has received a general

articipants to request distributions by e-mail. . .
Bnder F;m A's systgm for such transactiosrlls a partfibution. The automated telephone system referélescription of the material features of the

ticipant must enter his or her account number an{fi® participant to the most recent occasion on whicbptional forms of benefit available under
personal identification number (PIN): this informa-I"€ Section 402(f) notice was provided in the sumthe plan. In addition, so long as a benefit

tion must match that in Ra's records in order for Mary plan description, informs the participant WherffS immediately distributable, a participant

the transaction to proceed. If a participant chan ége section 402(f) notice may be located in the sum- ; i ;
his or her PIN, thepparticipant maF),/ not groceed W?tﬁnary plan description, and provides an orahsu must be informed of the rlght, i gnto

a transaction until PfaA has sent confirmation of Mary Of the material provisions of the section aoz(fplefer receipt of the distribution. Further-
the change to the participant. If a participamt r N°ticé The system also advises the participant thanore, consent is not valid if a significant
quests a distribution from RiaA by e-mail and the the participant may request the section 402(f) noticgetriment is imposed under the plan on
distribution is an eligible rollover distribution, the O & Wrtten paper document and that, if the partlc'é_ny participant who does not consent to a
plan administrator provides the participant with

ant so requests, the written paper document will bgistribution Whether or not a significant
section 402(f) notice by e-mailThe plan adminis- provided at no clrge. Before proceeding with the
trator also advises the participant that he or she m

istribution, the participant must acknowledge comdetriment is imposed shall be determined
request the section 402(f) notice on a written pap ehension of the summarUnder Plan @ system by the Commissioner by examining the

document and that, if the participant so requests, tdgr processing such transactions, the particisantparticular facts and circumstances.
written paper document will be provided at no istribution will be made no more tha_m_ 90 days and
chage. To proceed wih e dsnbuton by & mai, 72 211 e 30 deys ater e paricpant rauest Cr
the participant must acknowledge receipt, rayie tion 402 i | th i ty . th . o
and comprehension of the section 402(f) notice.o" (f) notice (unless the participant waives the  (ji) A plan must provide a participant
Plan A does not fail to satisfy the notice requiremen?’o'.day period). Plan C does not fail to salisfy thyi yotice of the rights specified in this
of section 402(f) merely because the notice is pr potice reqw_rement of section 402(f) mgrely becauseara raph (C)(2) at a time that satisfies ei-
vided to the participant other than through a writtejilan C provides a summary of the section 402(f) nd? grap -

P P 9 tice or merely because the summary is provided 1er paragraph (c)(2)(iii)(A) or (B) of this

paper document. the participant other than through a written papesection:

Example 2 A qualified plan (Plan B) permits d t . .
participants to request distributions through the Plai’o o (A) This paragraph (c)(2)(ii)(A) is sat-
- ) Example 4 The facts are the same asixample ;¢ ; ; e
B web site (Internet or intranet). Under Plais B isfied if the plan provides a participant
system for such transactions, a participant musgf except that, pursuant to PlansGystem for pro- ith notice of the rights specified in this
enter his or her account numbe} and personal idenﬁ-eSSing such transactions, a participant who so ré! ° P
fication number (PIN): this informatior? must matepduests is transferred to a customer service represerf@g@ragraph (c)(2) no less than 30 days and
that in Plan Bs record’s i order for the transactiontive whose conversation with the participant ino more than 90 days before the date the
o . recorded The customer service representative progdjstributi H éf th
to proceed. If a participant changes his or her PIN IStribution commences. oway e
o . . Vides the summary of the section 402(f) notice b i ; ; ;
the participant may not proceed with a transaction _ .. Participant, after having received this no-
until Plan B has sent confirmation of the change t(r)eadlng from a prepared text. Plan C does not fail to fi tivel lect distributi
- - . g Satisfy the notice requirement of section 402(f ice, _'rma |ve_y e eC_S a distribution, a
the pfarnmpalntA partICprﬁlnt may Lequestlg dlslzmt.)u'merely because Plan C provides a summary of tHlan will not fail to satisfy the consent re-
gtc;zct:grrlz znatnhfPtgncI; 3vvélt:]gsittexffe?$r?elcaa?t§:iin- section 402(f) notice or merely because the summaguirement of section 4.(a)(l1) merely
o ep ... of the section 402(f) notice is provided to the particif the distributi |
pant has requested a distribution that is an e||g|bleant other than throuah a written paper document ecause the distribution .Commencesl ess
rollover distribution, the participant is automatically” 9 pap * than 30 days after the notice was provided
h t’h b sit taini i Example 5 The facts are the same asEixample th tici ¢ ided th | d
ZO;V\;n a tr_)ageATt?] ehwteh' sie confatlrr:lng abse_(; '%? except that Plan C does not provide the sectioW_ . € participant, _pro_w e € plan _a_ )
(é no !Cte ; thoug IT pa%e_o tﬁ we n.SI'e4(t)2(f) notice in the summary plan description. InMMinistrator clearly indicates to the partici-
$a¥he prmhe - (he page atst(:]a V'Sﬁs 4eoga 'C'aaﬁead, the automated telephone system reads the gpant that the participant has a right to at
athe '(t)tr she maydreques t N Zet%'(:n.f th 0 nc; 'Fion 402(f) notice to the participant. Plan C does ndeast 30 days to consider whether to con-
on athn en Patperth ocur_?ten an (;i, I efar_”'cb'éatisfy the notice requirement of section 402(f) b%ent to the distribution
pan _SO requests, the written paper. ocumgn _W' Stal delivery of the section 402(f) notice through the . ) .
provided at no chrge: To proceed with the distribu- _ .~ | telephone system (B) This paragraph (c)(2)(iii)(B) is sat-
tion through the web site, the part?cipant must a ' isfied if the plan—
knowledge review and comprehension of the section py 3 gection 1.#1(a)-11 is amended (1) Provides the participant with notice
402(f) notice. Plan B does not fail to satisfy the no; f the right ified in thi h
tice requirement of section 402(f) merely becaus?y' o € rights specified in this paragrap

the notice is provided to the participant other than 1. Revising paragraphs (c)(2)(i) andc)(2);

through a written paper document. (iii). (2) Provides the participant with a sum-
Example 3 A qualified plan (Plan C) permits 2 Adding paragraphs (f) and (g). mary of the notice within the time period

participants to request distributions through Pl C 3 Removing the languagantitten described in paragraph (c)(2)(iii)(A) of

automated telephone system. Under Pl& 99s- tin raaranh 2\(ii) and 3Yhi tion: and

tem for such transactions, a participant must entgronsen . paragrap (C)()( ) a (C)(l S section; a .

his or her account number and personal identificc@nd adding the language “Consent” in its (3) If the participant so requests after

tion number (PIN); this information must match thagplace. receiving the summary described in para-



graph (c)(2)(iii)(B)@) of this section, pro- than the participant from giving the con-enter his or her account number and personal identi-

vides the notice to the participant withousent. fication number (PIN); this information must match
that in Plan Bs records in order for the transaction

chage and within the period specified in (i) The system must provide the pars, proceed. If a participant changes his o her PIN,

paragraph (c)(2)(iii)(A) of this section ticipant with a reasonable opportunity tQne participant may not proceed with a transaction
(disregarding the 90-day period describerkview and to confirm, modjif or rescind until Plan B has sent confirmation of the change to
in paragraph (c)(2)(iii)(A) of this section).the terms of the distribution before thehe participant A participant may request a distribu-
The summary described in paragrapbonsent to the distribution becomes efion from Plan B by following the applicable instruc-

. . . tions on the Plan B web sitéfter the participant has
(C)(Z)(III)(B)(Z) of this section must ad- fective. requested a distribution, the participant is automati-

vise the participant of the right, if gnto (iii) The system must provide the parzaily shown a page on the web site containing a sec-
defer receipt of the distribution, must seticipant, within a reasonable time after théon 411(a)(L1) notice Although this page of the web
forth a summary of the distribution op-consent is given, a confirmation of thesite may be printed, the page also advises the partici-
tions under the plan, must refer the particerms (including the form) of the distripu-Pant that he or she may request the sectia(ej(L1)

. . . . . notice on a written paper document and that, if the
ipant to the most recent occasion otion either on a written paper document Orgarticipant S0 requests, the written paper document

which the notice was provided (and, irthrough an electronic medium under &l e provided at no chge To proceed with the
the case of a notice provided in any docwystem that satisfies the requirements afstribution through the web site, the participant must
ment containing information in additionparagraph (f)(1) of this section. acknowledge review and comprehension of the sec-
to the notice, must identify that document (g) Examples The provisions of para- 0" 4LL@&)L) notice and must consent to the distri-

L . . . . bution within the time required under section
and must indicate where the notice magraph (f) of this section are illustrated bBém(a)(n). The web site reguires the participant to

be found in that document), and must adhe following examples: review and confirm the terms of the distribution be-
vise the participant that, upon request, a 1A lfied plan (Pla A _ fore the transaction is completedfter the partici-
copy of the notice will be provided with- Etxampf . quali let d[_) ?nb( t'a ) Eermlts ,lpant has given consent, the Plan B web site confirms
out chage participants to request distributions by €-mallyye distribution to the participant and advises the par-
' Under Pla A's system for such transactions, a pargcinant that he or she may request the confirmation
X * % % ticipant must enter his or her account number ang, 5 written paper document that will be provided at
personal identification number (PIN); this informa-p,, chage. Plan B does not fail to satisfy the notice

tion must match that in Ri&A’s records in order for ; ;
; ; ‘ > ! or consent requirement of sectiofilfa)(11) merely
(f) Medium for notice and CONSeAt e yransaction to proceed. If a participant changggcause the notice and consent are provided other

(1) Notice .The .nOtiCe of a participalst _his or her PIN, the participant may not proceed Withhan through written paper documents.
rights described in paragraph (c)(2) of this transaction until PileA has sent confirmation of Example 4 A qualified plan (Plan C) permits
section or the summary of that notice dehe change to the participant. If a participadt 1 participants to request distributions through Plas C

scribed in paragraph (€)(2)(iii) () of quests a distribution from Ri#& by e-mail, the plan 5 tomated telephone system. Under Pl 9s-

. . ) X administrator provides the participant with a sectioRem for such transactions, a participant must enter
this section may be provided either on @ (5)1) notice by e-mail The plan administrator his or her account number and personal identifica-

written paper QOCument or through aRiso advises the participant that he or she may rtion number (PIN); this information must match that
electronic medium reasonably accessiblguest the section14(a)(L1) notice on a written jy plan Cs records in order for the transaction to
to the participant A notice or summary Paper document and that, if the participant & r proceed. If a participant changes his or her PIN, the
provided through an electronic mediun?‘:Ezti'hgzW{gtz?oizgz’Vsi?rf‘:&egits‘t"r’i'gubt;rﬁ”s;":eﬁ?fﬂcgahnt may ?Ot P;cheett_i Withf ?htfansactionturtlgl
. tn o by €- Plan C has sent confirmation of the change to the
.mL.JSt be prOVId?d “”der. a SySter_n that Saﬁja“, the participant must acknowledge receipt, reparticipant. Plan C provides only the following dis-
'Sf'(_es the following requirements: view, and comprehension of the sectiali@)(L1) tribution options: a lump sum and annual iristal
(i) The system must be reasonably derotice and must consent to the distribution withinments over 5, 10, or 20 years participant may re-
signed to provide the notice or summarghe time required under sectiotil4a)(11). Withina  quest a distribution from Plan C by following the
@ mamner o e Unrsndabe o UG 1 0P e s et o b s
- . -mail, system After the participant has requested a distrib-
par_t_|C|pant th.an a ertter_1 paper documenfhe distribution to the participant and advises th@tion, the automated telephone system reads the sec-
(i) At the time the notice or summary iSparticipant that he or she may request the confirmaion 411(a)(L1) notice to the participantThe auto-
prOVided, the participant must be adViseﬂbn on a written paper document that will be pPromated te|ephone system also advises the participant
that he or she may request and receive tMged at no chaje. PlaA does not fail to satisfy the that he or she may request the notice on a written
totce on a witen paper document, andehe & st el S paper docamer ard e et
i ests, the written paper document will be provide
upon request, th.a.t document must be prier than through written paper documents. at no chege. Before proceeding with the distribu-
vided to the participant at no alya. . ~ Example 2 The facts are the same a€fixample  tion transaction, the participant must acknowledge
(2) Consent The consent described in1, except that, instead of sending a confirmation ofomprehension of the sectiodl4a)(l1) notice and
paragraphs (c)(2) and (3) of this sectiofe distribution by e-mail, the plan administmto must consent to the distribution within the time re-
may b v Ser on a writen papefn 8 ST U s prcpaen, e nor sclor L) T st
. sent, ephone system requires the participant to review
dOCl_Jment or through an elecu’Omcthe period that includes information reflecting theand confirm the terms of the distribution before the
r_n?dmm reasonabl)’_acceSS'ble to the pagms of the distribution. RiaA does not fail to sat- transaction is completedAfter the participant has
ticipant A consent given through an elecisfy the consent requirement of sectiofL@)(l1) given consent, the automated telephone system con-
tronic medium must be given under anerely because the consent is provided other thdinms the distribution to the participant and advises
system that satisfies the foIIowing~r through a written pape'r. document. ' the partl(:lpant 'that he or she may request .the confir-
Lirements: Example 3 A qualified plan (Plan B) permits mation on a written paper document that will be pro-
q . : participants to request distributions through the Plavided at no cha@e. Because Plan C has relatively
. (i) The system must b? re.a'sonably d&s web site (Internet or intranet). Under Plats B few and simple distribution options, the provision of
signed to preclude any individual othegystem for such transactions, a participant mushe section 21(a)(l1) notice over the automated



telephone system is no less understandable to tmay request and receive the notice on mgrsonal identification number (PIN); this informa-
participant than a written paper notice. Plan C doggritten paper document, and, upon relion must match that in Plan'<Crecords in order for
not fa||_ to satisfy the notice or consent requemegﬁluest' that document must be provided t{{ae transaction to procge_d. If a participant changes
of section 41(a)(l1) merely because the notice an Is or her PIN, the participant may not proceed with
consent are provided other than through Writ'[et'ihe payee at no cge. . a transaction until Plan C has sent confirmation of
paper documents. d-36. Q Are there examples that illus-the change to the participarfthe plan administrator

Example 5 The facts are the same agixample  trate the provisions of d-35 of this section® the paya A participant may request a distribution
4, except that, pursuant to PlansGystem for pro- A. The provisions of d-35 of this sec-from Plan C by following the applicable instructions
cessing such transactions, a part|C|pant_ whoeso rtion are illustrated by the following exam_pn the automated telephope §yst§kfterthe partic-
quests is transferred to a customer service represen- ipant has requested a distribution, the automated
tative whose conversation with the participant if!€S: telephone system reads the notice required by sec-
recorded The customer service representative pro- tion 3405 to the participantThe automated tele-
vides the section# (a)(l1) notice from a prepared . g L i ici

(2)(1) notice from a prepar plan (Pl A) permits participants to request distrib-PNone system also advises the participant that he or

text and processes the participardistribution in i b i Und , tem f h she may request the notice on a written paper docu-
accordance with predetermined instructions of thg ons by e-mail. nder S system for suc ent and that, if the participant so requests, the writ-
plan administrato Plan C does not fail to satisfy thetransactlons, a participant must enter his or her af? q ’ il b idod ' o

) . . count number and personal identification numbe?en paper ocument _W' € proy| e_ at norg é
notice or consent requirement of sectidr (4)(11) Before proceeding with the distribution transaction,

merely because the notice and consent are providg%lN); this information must match that in RI&'s ici knowled hensi f
other than through written paper documents records in order for the transaction to proceed. If Qe paFFICIDaF: mlfSt acd nC_W\_/e o Cc?mpre erlls!lon ’
' participant changes his or her PIN, the participar{pe notice The plan administrator does not fail to

. . ) satisfy the notice requirement of section 3405
PART 35-TEMPOR/RY may not proceed with a transaction untilrPdahas oE . g
35 @) sent confirmation of the change to the participanf.nerely because the notice is provided to the partici

Example 1 An employer deferred compensation

EMPLOYMENT TAX AND The plan administrator is the paydf a participant PNt other than through a written paper document.
COLLECTION OF INCOME TAX AT requests a distribution from P& by e-mail, the Example 4 The facts are the same asSxample
SOURCE REGUIATIONS UNDER plan administrator provides the participant with the> €XCePt that, pursuant to the system for processing
THE TAX EQUITY AND FISCAL notice required under section 3405 by e-maihe  SUch ftrans(;actlons, a participant who so requests is
RESPONSIBILITY ACT OF 1982 plan administrator also advises the participant thdfansferred to a customer service representative

he or she may request the notice on a written pap\glhose conversation with the participant is recorded.

TR document and that, if the participant so requests, tHg'€ Customer service representative provides the
Pa. 4. The authority citation for part written paper document will be provided at nghOtice required by section 3405 by reading from a

35is rew_sed to read as follows: chage To proceed with the distribution by e-mail, Prepared text The plan administrator does not fail
Authority: 26 U.S.C. 6047(e), 7805;the participant must acknowledge receipt, rayie 1© safisfy the notice requirement of section 3405

68A Stat. 917; 96 Stat. 625; Pub. L. 97-and comprehension of the noticEhe plan adminis- Merely because the notice is provided to the partici-

248 (96 Stat. 623). trator does not fail to satisfy the notice requiremer®@nt other than through a written paper document.
Section 35.3405—1 also issued under Zé section 3405 merely because the notice is pro-

vided to the participant other than through a written
U.S.C. 3405(e)(10)(B)(iii). paper document.

* K* * *x %

Pa. 5. Section 35.3405-1 is amended gxample 2 An employer deferred compensation . John M. Dalrymple,
by adding d-35 and d-36 to read a$ foplan (Plan B) permits participants to request distrib- Acting Deputy Commissioner
lows: utions through the Plan B web site (Internet or in- of Internal Revenue.

tranet). Under Plan’B system for such transac-
§35.3405-1. Questions and answers  tions, a participant must enter his or her accourfiled by the @fice of the Federal Register on De-
relating to withholding on pensions, number and personal identification number (PIN)cember 17, 1998, 8:45 a.m., and published in the

. . this information must match that in PlarsBecords  issue of the Federal Register for December 18, 1998,
annuities, and certain other defed in order for the transaction to proceed. If a particis3 F.R. 70071)

income. pant changes his or her PIN, the participant may not
proceed with a transaction until Plan B has sent con-
firmation of the change to the participarithe plan

. administrator is the payoA participant may request
d-35. Q Through what medium may 4, distribution from Plan B by following the applica-

payor provide the notice required undegje instructions on the Plan B web sitafter the
section 3405 to a payee? participant has requested a distribution, the partici-
A. A payor may provide the notice re-pant is automatically shown a page on the web site

quired under section 3405 (including théontaining the notice required by section 3405
. . . . though this page of the web site may be printed, the
abbreviated notice described in d'27) to eage also advises the participant that he or she may

payee either on a written paper documemtqyest the notice on a written paper document and
or through an electronic medium reasonhat, if the participant so requests, the written paper
ably accessible to the paye@ notice document will be provided at no alga To proceed

provided through an electronic mediun)_{"ith the distribution through t'he web site, the partif:—
must be provided under a svstem that s ipant must acknowledge review and comprehension
P Yy ao the notice The plan administrator does not fail to

isfies the following requirements: satisfy the notice requirement of section 3405
(8) The system must be reasonably dererely because the notice is provided to the partici-
signed to provide the notice in a manneyant other than through a written paper document.

no less understandable to the payee than gE*a@mple 3 An employer deferred compensation
. d t plan (Plan C) permits participants to request distrib-

written paper_ ocument. i . i utions through Plan '8 automated telephone sys-

(b) At the time the notice is provided,iem, under Plan & system for such transactions, a

the payee must be advised that the payg&ticipant must enter his or her account number and

* Kk * *x %



I. Reporting Roth IRA Conversions blank. Mr. Smith completes Part Il of ll. Clarification o f Amount Subject to
and Recharacterizations Form 8606 as follows: 10% Additional Tax

Holders of traditional IRAs may con-Line 14a Mr. Smith enters $15,000 on The Note after line 26 of Form 8606 is
vert these accounts to Roth IRAs if theyhis line This is the sum of the amountsincomplete. Regardless of whether you
meet the eligibility requirements and inteported to him in box 1 of the Formshave an amount on line 22 or 25 of Form
clude any previously untaxed amount3099-R he received for the $8,000 con8606, you may be subject to an additional
converted in their gross income for thesersion on February 19, 1998, and th&0% tax The Note should read as fol-
year of conversion. For conversions ir$7,000 reconversion on September 10Qws:

1998, the includible amount may be1998. “Note: If you receive a Roth IR dis-
spread over 4 years, at the election of the . tribution before reaching age %9you
taxpaye. A conversion may be undonekine 14b. Although Mr. Smith recharac- 4y pe subject to an additional 10% tax.
by recharacterizing the convertederized $7,000 from his Roth conversionsee Form 5329. Include on line 1 of
amounts back to the traditional IRA. account to his traditional IRA, he reports=qrm 5329 thesmaller of the amount on

Some questions have arisen about t#8,000 on line 14b This is because line |ine 200r the sum of the amounts on lines
proper reporting of conversions, recharact4a includes $8,000 from his originaljg ang 25~
terizations, and reconversions to Rot§onversion and he recharacterized the en-pjgage disregard the paragraph headec
IRAs, particularly regarding the reconcili-tire remaining balance of $7,000. He enpjnes 22 and 25-Additional 186 Tax on
ation of amounts on Forms 1099-R issuef¢rs $8,000 on line 14b to “zero out” theyage 6 of the instructions for Form 8606,
by account trustees with amounts to beonversion and subsequent recharactefs el as the first complete paragraph in
entered on Form 8606 and Form 1040. zation. Otherwise, kM Smith would be he middle column of page 3 of the-i

The following comprehensive exampletaxed on the $1,000 decline in markegyctions for Form 5329.
clarifies this reporting. value in his Roth conversion account be-

. . izati I1l. Cor rection to Computation of
Example: Mr. Smith has the following fore the recharacterization. Modified AGI for P?eroses of

IRA activity in 1998: Line 14c. Mr. Smith reports $7,000 on  Roth IRAS
Date Activity this line ($15,000-$8,000).

) ) Unde Roth IRAs on page 2 of the
2/19/98 Mr. Smith contributes $2,000 Line 15. Mr. Smith refers to the chart onForm 8606 instructions, item 1 under

to a Roth IRA. page 5 of the Form 8606 instructions tqodified AGI for purposes of Roth

2/19/98 Mr. Smith converts the entire determine the amount to enter on this lin@RA s should include a reference to Form

$8,000 balance in his tradi-AS a result, he enters $2,000, which is higg40A, line 10b.
tional IRA to a Roth IRA The Prior year nondeductible contribution to a

converted amount was placedraditional IRA. IV. Correction to Ed IRA
; Contribution Worksheet
INto an account separate fron]_ine 16. The taxable amount of the con-

the Roth contribution account.Version is $5,000 ($7,000-$2,000). Line 2 of the worksheet on page 3 of

His total basis in the traditional the Form 8606 instructions should read:
IRA was $2,000 (from a nonde-Line 17. Mr. Smith elects to have the tax=Enter $150,000 if married filing jointly:

ductible contribution in an ear- able amount spread over 4 years. In 199 $95,000 for all other filers. The refer-
lier year). and in each of the next 3 years;.imith  enced amount for married filing sepa-
9/10/98 The fair market value of M is taxed on $1,250. rately should be deleted.

Smith's conversion account de- .
creased from $8,000 to $7,000Part [l . Mr. Smith does r-10t complete
. . Part Ill. Although he received a Form
Mr. Smith recharacterizes the . o
entire remaining balance of1099-R for his recharacterization of
L $7,000 from the Roth IRto a traditional
7,000 to a traditional IRA. ’ L N
$ ] IRA, the recharacterization is not a distri-
9/10/98 Mr. Smith reconverts the pytion that is to be reported on line 18 of
$7,000 from the traditional payt 1. It is merely a trustee-to-trustee
IRA back to a Roth IRA. transfer of funds between ARaccounts.

In 1999, M. Smith receives three . .
Forms 1099-R: one for the original con-_Completlon of Form 1040 Mr. Smith

version of $8,000, another for the $7,005qCIUdeS $22,000 on line 15dhis is the

recharacterization, and a third one for thg)tal_ IR’_A‘ distributions that were reported
subsequent reconversion of $7,000.  t© him in box 1 of the Forms 1099-R he

received. M. Smith includes $1,250, the
Completion of Form 8608 Mr. Smith amount of the conversion that is taxable
should complete the identifying informa-in 1998, on line 15b This is the amount
tion above Part I. He should leave Partfrom line 17 of Form 8606.




