Part IV. Items of General Interest

Notice of Proposed Rulemaking  SUPPLEMBNRY INFORMIION: tor of the distributing plan provided the
Notice of Public Hearin receiving plan with a statement that the

J Backgound distributing plan had received an IRS de-
Relief From Disqualification for On September 22, 1995, Final Incom&€rmination letter indicating that the plan
Plans Accepting Rollovers Tax Regulations TD. 8619) under sec- Was qualified.

tions 401(a)(31) and 402(c) were pub- The relief provided in the 1996 pro-

REG-245562-96 lished in the Federal Registe (60 FR. posed regul?(;ions gndeczjr lsgctiﬁn
AGENE Internal Revenue Service 49199). The final regulations provide401(a)(31) would expand and clarify the

(IRS), Treasuy. guidance for complying with the Unem-
ployment CompensaticAmendments of
ACTION: Proposed regulations; amend1992 (UCA) Aproposed amendment to
ment. the regulations under section 401(a)(31§ ) . e
and the relief from disqualification cur-

was published in tbFederal Registe on entlv orovided for plans that accept
SUMMARY: This document contains an September 19, 1996 (REG—245562—96§_ yp b : P
irect rollovers The protection would be

amendment to the proposed regulation®1 FER. 49279). ; :

that implements section 1509 of thTax- UCAexpanded the types of distributions ei(pan(éed. 0 tbet available nt?lt only Ilf ghe
payer Reli¢ Act of 1997 (TRA'97). The from a qualified plan that are eligible to b hin d?strr?tl)rl];:rzg %ﬁ;ﬁa}iogjaﬁiggnucn% eers
proposed regulations provide guidance orolled over to an individual retirement aCaction 401(a) or 403(a) (even if later it is
the qualification of retirement planscount or individual retirement annujit or determined that the distributing plan is
which accept rollover contributions fromto another qualified plan that accept;|0t a qualified plan), but also if the plan
employees This amendment to the pro+ollovers (collectively referred to as e"gi'administrator reason’ably concludes that a
posed regulations clarifies that it is noble retirement plans). Such diStribUtion%istribution meets the other requirements
necessary for the distributing plan to havere referred to as eligible rollover distribu; o 4, eligible rollover distribution (but
a favorable IRS determination letter irtions. UGalso added a new qualification |,er jt is determined that this conclusion
order for the receiving plan administratoprovision under section 401(a)(31) that reg55 incorrect). Second, the regulations
to reach a reasonable conclusion that@uires qualified plans to provide emp}o 14 extend this expanded relief from
contribution is a valid rollover contrib- €es with a direct rollover option. Under §jjsqyalification to plans that accept
tion. This amendment applies to anylirect rollover option, an employee may|;5yer contributions other than direct
qualified retirement plan receiving or dis-€lect to have an eligible rollover distribu-.4|,over contributions.

tributing eligible rollover distributions. ~ tion paid directly to an eligible retirement  1he 1996 proposed regulations do not

_ plan. The direct rollover option is pro-mangate any particular documentation or
DATES Written comments must be re- vided in addition to the pre'eX'St'“gprocedures that a plan administrator must

ceived by March 17, 1999. rollover provisions under section 402,,se in order to reach a reasonable conclu-
L Thus, an employee who receives an €ligkjon that a rollover is valid. The 1996
ADDRESSES: Send submissions tole rollover distribution but who does notproposed regulations contain a series of
CC:DOM:CORP:R (REG-245562-96).elect a direct rollover still has the option tQxamples to illustrate the types of dae
room 5226, Internal Revenue Serviceroll over the distribution to an eligible re-mentation and procedures that would be
POB 7604, Ben Franklin StatioMash- tirement plan within 60 days of receipt.  sufficient to support this conclusion. In
ington, DC 20044. In the alternative, sub- The final regulations under sectiongach example, the employee making the
missions may be hand delivered Mondag01(a)(31) provide that a plan that accepigliover contribution provides the plan
through Friday between the hours of & direct rollover from another plan will agministrator with a letter from the plan
a.m. and 5 p.m. to CC:DOM:CORP:Rnot fail to satisfy section 401(a) or 403(ahdministrator of the distributing plan stat-
(REG-245562-96), Counits Desk, In- merely because the plan making the disng that the distributing plan has received
ternal Revenue Servicg, 111 Constitution tribution is, in fact, not qualified underan |IRS determination letter indicating that
Avenue NV, Washington, DC Alterna-  section 401(a) or 403(a) at the time of thghe distributing plan is qualified under
tively, taxpayers may submit commentglistribution if, prior to accepting the section 401(a). In response to concerns
electronically via the Internet by selectingollover, the receiving plan reasonablythat the examples might be read to imply
the “Tax Regs” option on the IRS Homeconcluded that the distributing plan washat only a distribution from a plan with a
Page, or by submitting comments directlgualified under section 401(a) or 403(a)avorable IRS determination letter could
to the IRS Internet site at http://wmirs. The regulations provide, by way of exsupport a reasonable conclusion that a
ustreas.gov/prod/tax_regs/comments.htmimple, that the receiving plan may rearollover was valid, section 1509 6TRA
sonably conclude that the distributing97 directs the IRS to issue guidance clar-

guidance previously issued in the Final
Income Tax Regulations under sections
401(a)(31) and 402(c). First, the pro-
osed regulations would clarify and ex-

FOR FRITHER INFORMON CON- plan was qualified under section 401(a) aifying that it is not necessary for the dis-
TACT: Marjorie Hdfman, (202) 622- 403(a) where, before the receiving plafributing plan to have a favorable IRS de-
6030 (not a toll-free number). accepted the rollove the plan administra-termination letter in order for the plan
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administrator of the receiving plan to reaCounsel fo Advocacy of the Small Busi- A-14: (a) Acceptance of Invalid
sonably conclude that a contribution is aess Administration for comment on itsRollover Contribution* * *  While evi-
valid rollover contribution. impact on small business. dence that the distributing plan is the sub-
ject of a determination letter from the
: Commissioner indicating that the distrib-
earing uting plan is qualified would be useful to

Explanation of Povisions Comments and Requests for a Public

This amendment to the 1996 proposeltgl| - - :
regulations is being issued in response to Before these proposed regulations affe receiving plgn administrator In e
the congressional directive in section 1508dopted as final regulations, considar .s;onably. concluding that. th? contr!butlon
of TRA'97 to clarify that it is not neces- tion will be given to any written com- 'S @ valid rollover contribution, it is not
sary for a distributing plan to have a favorments (a signed original and eight (8]'¢¢€SSaTy for Fhe _olwtnbutmg plan to have
able IRS determination letter in order focopies) or comments transmitted via-I Such a determination letter in order for the
the receiving plan administrator to reasorternet that are submitted timely to thd€C€Ving plan administrator to reach that
ably conclude that a contribution is a validRS Al comments will be available for ONclusion. ***
rollover contribution Accordingy, the public inspection and copying. oA oK oE X
proposed regulations have been amendedA public hearing may be scheduled if (c) Examples* * *
to provide explicitly that it is not necg requested in writing by a person that
sary for the distributing plan to have a fatimely submits written comments. If a Example 2(a) The facts are the same&xample
vorable IRS determination letter in Ordelpublic hearing is scheduled, notice of thé’ except that, instead of the letter provided in para-

. .. . ) .graph (c) d Example 1 EmployeeA provides the
for the plan administrator of the receivintiate, time, and place for the hearing W”glar? a(gnzinistratorpof Plan IF\J/I v)\//ith apletter from the

plan to reach a reasonable conclusion thge published in tieFederal Registe. plan administrator of Plan O representing that Plan
a contribution is a valid rollover contribu- . ) O satisfies the requirements of section 401(a) (or
tion. In addition, an example has beeRrafting Information representing that Plan O is intended to satisfy the re-
added in which an employee does not pro- quirements of section 401(a) and that the adminis-

) e The principal author of these regal trator of Plan O is not aware of any Plan O provision
vide a statgm(_ent f_rom the plan adml_ms_traﬁons is Pamela R. Kinard, ffice of the or operation that would result in the disqualification
tor of the distributing plan that the distrib-

; ; of Plan O).
uting plan has received a favorable IRéSSOCIate Chief Counsel (Employee Ben

. . . b) Based upon such a letteabsent facts to the
o . efits and Exempt @anizations), IRS. ( o
determination lette but provides a state- PtQ ) contrary, a plan administrator may reasonably con-

o .. Howeve, other personnel from the IRS i if
ment from the distributing plan admii p 0 - clqde that Plan Ois qugllfled qu that the amognt
trator relating to the qualification of theand Treasury Department participated irpaid as a direct rollover is an eligible rollover distri-

i bution.

distributing plan. Of course, this examplethelr development. Hen % ok x %

and the other examples in the 1996 @r X ok ok Kk k

posed regulations are not intended to de- ) John M. Dalrymple,
scribe the only types of information that &roposeél Amendments to the Regulations Acting Deputy Commissioner
plan administrator can find to be diicient Accordingy, 26 CFR part 1 is amended of Internal Revenue.

and, thus, the examples are not intended to
. . as follows:

preclude reliance on other types of infor-

mation, such as opinions or statements reaRT 1—INCOMBAXES

garding the plars qualification provided

by appropriate professionals expert in plan Paragraph 1 The authority citation for

(Filed by the @ice of the Federal Register on De-
cember 18, 1998, 8:45 a.m., and published in the
issue of the Federal Register for December 21, 1998,
63 FER. 70356)

qualification requirements. part 1 continues to read in part as follows:
) Authority: 26 U.S.C. 7805 ***
Special Analyses Par. 2. Section 1.401(a)(31)-1 as pro-

It has been determined that this noticBOsed qn September 19, 1996, at 6ER.
49279, is amended as follows:

of proposed rulemaking is not a signifi- .
cant regulatory action as defined in EO 1- Under Q&A-14, paragraph (a) is.
12866. Therefore, a regulatory asses2Me€nded by adding a sentence immedi-
ment is not required. It also has been ¢&t€ly after the second sentence. e
termined that section 553(b) of tAd- 2~ Under Q&A-14, paragraph (c) is
ministrative Procedue Act (5 U.S.c. amended by redesignagixample2 and
chapter 5) does not apply to these regul&x@mple3 as Example3 and Example 4
tions, and because the regulation does ngSPectived, and adding a neExample 2

impose a collection of information on 1ne additions read as follows:

small entities, the Regulatory FIexibiIity§1'401(a)(31)_1 Reguement to offer
Act (5 U.S.C. chapter 6) does not agpl yirectrollover of eligiblerollover

Pursuant to section 7805(f) of the 'memaélistributions; questions and answers.
Revenue Code, this notice of proposed

rulemaking will be submitted to the Chief ¥k ok ok %

March 1, 1999 1999-9 |.R.B.



