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Agenda

e Current program status
* Recent IRS determination letter guidance
 ACT Report recommendations and |RS change initiatives

e Common errors/ issues in determination |l etter
submissions

« Multiemployer / cash balance determination i1ssues
 Future program changes ?
e Questions and Answers
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Determination Letter Program —
Current Status

o Generally working in Cycle D with regard to
complex submissions

e Into Cycle E, and even AZ in less complicated
submission work

e Behind thistime frame with regard to non-
terminating ESOPs

wWww.irs.gov/ep 4



Employee Plans

Preapproved Plans

* Rev. Proc. 2011-49 operational guidance

e Extensionto April 2, 2012 granted at IRS
Announcement MMDDYYYY

o Set to begin work / start contacting submitters
shortly

e On DB side, preparing for April 30, 2012 RAP date
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Recent guidance plan document / determination
letter guidance

* Rev. Proc. 2011-49 = pre-approved program
operating guidelines
 update/ modification to 2005-16
* Notice 2011-85 = hybrid plan regs. amendment
guidance

* Notice 2011-86 = user fee guidance
e does not contain fee schedule or current form
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Recent guidance plan document /
determination letter guidance

o Governmental plans ANPRM

e On horizon:
— Governmental plans NPRM
— EPCRS Update
— Service-based NRA
— 403(b)
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The ACT Report

 TEGE Advisory Committee prepared afinal report in June
of 2010 on its analysis of the IRS EP Determination |etter
program.

* Thereport made several recommendations for alternate
ways for IRS to structure its determination letter program

e Among them were changing interim amendment rules to
lessen their frequency: changes for only “core”
amendments or for 411(d)(6) benefits only, along with a
new annual notice
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 The ACT Report also recommended adopting some
refinements to processing

 Enabling system enhancements to expedite case
processing

» Adding extra staffing

 Creating agovernmental plans differentiated case and
EPCRS process

« WhereisIRSwith respect to implementing these
changes ?
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Service-proposed alternates

* Recently, IRS has announced several other changes
that It has “ self-proposed”, including
— Eliminating non-discrimination demonstrations
— Limiting Form 5307 submissions to volume modifiers

e And discussed othersthat it is “thinking about”
— Requesting / requiring use of a uniform plan / submission checklist
— Expanding pre-approved plans to other types of designs

Where does IRS stand with regard to these and any future
changes ?
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Most Common Errors —
Determination letter applications

o 415 issuesrelated to post-employment severance (required
VvS. optional)

e |Inclusion of 415 correction methods

 Fallureto update for the Final 415 regulations (effective
7/1/07)

* Not properly completing the Form 8821 — Line 5 is not
completed for unenrolled preparer to receive information

 Failureto amend for the Pension Equity Funding Act
(2004)
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Determination Application Issues

Un-executed documents - Developing trend where
applications include documents that aren’t signed.

Lack of modification statements for pre-approved plans.

L ate amendments — Why not use the Voluntary Compliance
Program?
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Determination Application Issues

Cover letters lack explanation of unusual itemslike
cycle changing events or

situations that don’t fit into line items on the
application.

New plans submitted in the original (unmodified) IRC
401(b) period don’t include any indication of that
pe” Od- WwWw.irs.gov/ep 13
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Prior Law Compliance

If the plan previously received a determination letter, the
application must include a copy.

If aprior letter is not available include an explanation and a
copy of the prior plan (and any applicable opinion or advisory
letter). Include interim and discretionary amendments
subsequent to the prior letter or prior plan adoption.
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Merged Plans

Documentation of prior law compliance is heeded for all
plans involved in the merger.

Provide the most recent determination. If aprior letter is not
available include an explanation and a copy of the prior plan
(and any applicable opinion or advisory letter) for al plans
Involved in the merger. Include interim and discretionary
amendments subsequent to the prior letter or prior plan
adoption.
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Definitely Determinable

Determinations regarding whether DC allocation
formulas are pre-determined and whether DB
formulas are definitely determinable are still
applicable when Demos are eliminated. The Service
may reguest additional explanation and information in
the process of making such determination.
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Compliance Statements

Review of determination applications for which a
Compliance Statement has been issued can revea
additional disgualifying defects that were not
voluntarily disclosed in the VVC application.

Correction of any such defects must be made prior to
the Issuance of a determination |etter.
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Multiemployer Plans

Reliance on letter / extrinsic documents

Multiemployer plans frequently incorporate plan
terms into the plan document by reference to
ancillary documents such as collective bargaining
agreements and reciprocity agreements.
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Multiemployer Reliance

Plans that incorporate sections of ancillary
agreements can:

(@) append the specifically incorporated provisions to
the plan document and subject them to any
reliance provided by the FDL, or

(b) forgo reliance by not appending the specific
section of the incorporated documents.
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Multiemployer Caveats

This determination letter does not provide reliance for
any portions of the document that incorporate the
terms of an auxiliary agreement (collective
bargaining, reciprocity and/or participation
agreement), unless the exact language of the sections
that are being incorporated by reference to the
auxiliary agreement have been appended to the
document.
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Multiemployer Reliance

*The applicant for a FDL selects the incorporated
provisions for which reliance will be granted by
el ecting to append or not append the incorporated
terms.

*The Service is not granting any reliance for any
reason for incorporated plan terms that are not
appended to the plan.
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Cash Balance Plans

The definition of the accrued benefit asasinglelife
annuity at normal retirement age- IRC 411(a)(7) —
was not changed by PPA nor has it been changed by
the final hybrid plan regulations or the proposed
hybrid plan regulations.
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Cash Balance Plans

The present value of the accrued benefit can be
expressed as the single-sum hypothetical balance in
the accumulation account at any point in time.
However, the accrued benefit is still expressed as an
annuity at NRA and projected interest credits up to
NRA remain part of the accrued benefit.
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Cash Balance Plans

Accrua Rules

Certain cash balance plan formulas require the
Inclusion of a minimum interest rate in order to satisfy
the 133 1/3 percent accrual rule.

PPA did not provide any relief regarding accrual
rules.
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Future changes
e 403(b) program

 EPCRS update
e Decisional guidance on interim amendments

o Other changes possible for the determination |etter
program?
— Think most will be “invisible”

— Don’'t see other “no longer accept” type changesin
Immediate short term
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IRS RETIREMENT
PLANS NAVIGATOR

HOME

ABOLIT THE NAV|ICATOR

CHODSE A PLAN

MAIMTAIN A PLAN

CORRECT A PLAN

PLAN COMPARISON TAELE

HELPFUL LINKS

GLOSSARY

CHOOSE A PLAN

Marrow your search for the right
plan for your business.

Help your employees plan ahead.

There are Lots of Eenefics (pdf file) for you and your employees in setting up a retirement plan, Get information on
common retgrement plan ootions to help you choose a plan night for your business. { you already have a rettrement
plan, get information an maintaining that plan and correcting common plan emrors

il

Intemal Revenus Service

An easy retirement plan guide for small employers

Dedicated
site for
Small
Businesses:

Choose,
Maintain, &

eCorrect

MAINTAIN A PLAN CORRECT A PLAN

Cet the informnation you need to If you've found a rmistake inyour
ENSUNe your Company’s plan, we can help you correct it
fEtrerment plan STays Tax e

compliant
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i : A
IRS RETIREMENT Re’“rem entP]anSJrs_ OV  ermstRevenueseric
PLANS NAVIGATOR

An easy retirement plan guide for small employers

HOME

ABOUT THE NAVIGATOR ! : 4 F e at ures
CORRECT A PLAN _ -' O n 'I I n e
Conpa stk | Comparison

HELPFUL LIN Type of Plan

R NES Table
Payroll SEP SIMPLE Safe 401 {k Profit- Defined 403{b 457 (b

Deduction IRA Harbor Sharing |Benefit
IRA 401 {k

S5etting Up and Operating a Plan

May use IRS Model
Form as plan
document

Annual return

required

Annual

Plan Assets

Invested in IRAs es Tes Tes Other2 Other2 Other2 Other2 Other2 Other2
Up to 0 Up ta Up to Up to 0 1] Up ta Up to 27
Employee ) $5,000 $11,500  $16,500 $16,500 $16,500 $16,500 -

,— ,— ,— l_ l_ |Q.J Local intranet
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How Can | Find Out More?

Heme | ComactiRS | AboullRS | She kan | Espsfiol | Heln

Kayward Saarch Terms @

s o Esaieh Tigs

Banains Pracimiongs | Pl Particlipant Enees | Pl SnensonEmpoyen

L]
WWW I rS g OV/e p Tax Informatien for Retdrement Flans Community
] ]

Rty emant Plans Cotminimnity

INORADUALE | BUSIMEESES | CRARITIEE & RON-PROFTS | GOVERRMENT E'-I1IrIESJ TAX FROFESSIONALS | RETIREMENT FLANS COMMUMITY | TAX EXEMPT BOND CORll LIMITY

Hew A070k] Thos Aeailable

Hew lips on how 1o idendi®, corredd and svaid comaman erars in
A0 (k) plans. Elewen comimon erors s noled &= ends with lios
Tar gach amon.

EP Farmaf

-

-

- g

w Corracting Plan Erors
-

-

ExaminalignsEnioacernani
EP FAdg

newsletters

Eaxch guarier, the Empiayes Piang Mews trings you e latest amd greatesi retirement pian informadion. Surarmicies ane
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Questions and Answers
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