Defined Contribution Listing of Required Modifications and
| nf or mati on Package (LRM

To Sponsors of Master or Prototype Plans:

This i nformation package contains sanples of plan
provi sions that have been found to satisfy certain specific
requi renments of the Internal Revenue Code as amended t hrough
the_lInternal Revenue Service Restructuring and Reform Act of
1998 (P.L. 105-206). Such |anguage nay or may not be
acceptable in different plans depending on the context in
whi ch used. W have prepared this package to assi st
sponsors who are drafting or redrafting plans to conformto
applicable | aw and regul ations, and we hope that it wll be
a key factor in enabling us to process and approve naster
and prototype plans nore quickly.

Nane of Sponsor:

Type of Pl an: () Profit-sharing ( ) Money Purchase
( ) Target Benefit () 401(k)

Form of Pl an: () Master Plan () Prototype Plan

Underlined naterial reflects changes to the February, 1994,
version of this LRM Changes reflected in the May, 1998
version of this LRMrenmain underlined in this version. This
LRM supersedes the Reqgi onal Prototype LRM dated May, 1998
(See Rev. Prov. 2000-20, 2000-6 |.R B. 553).




PART | - ALL PLANS

Definitions

1. Docunent Provi sion:

Statenent of Requirenent: Definition of year of service,
| RC 8410(a)(3)(A), 8411(a)(5)(A.

Sanpl e Pl an Language: A year of service is a 12-consecutive
nont h period (conputation period) during which the enpl oyee
conpletes at least 1,000 hours of service.

(Note to reviewer: Conputation periods may vary for
eligibility and vesting purposes. See LRv #19, and #20.)

2. Docunent Provi sion:

Statenent of Requirenment: Definition of break in service,
DOL Regs. 8§2530.200b-4(a)(1).

Sanmpl e Pl an Language: Break in service will nean a
12-consecutive nonth period (conputation period) during

whi ch the participant does not conplete nore than 500 hours
of service with the enpl oyer.

(Note to reviewer: Conputation periods nmay vary for
eligibility and vesting purposes. See LRv #19, #20 and
#52.)

3. Docunent Provision:

Statenent of Requirenent: Definition of hour of service,
DOL Regs. §2530. 200b- 2,
§2530. 200b- 3; | RC 8410(a)(5)(FE),
8411(a)(6)(E); Rev. Proc.
2000- 20, _5. 16.

Sanmpl e Pl an Language:
Hour of service neans:

(1) Each hour for which an enployee is paid, or
entitled to paynent, for the performance of duties for the
enpl oyer. These hours will be credited to the enpl oyee for
the conputation period in which the duties are perforned,
and

(2) Each hour for which an enpl oyee is paid, or
entitled to paynent, by the enpl oyer on account of a period
of time during which no duties are performed (irrespective
of whether the enploynent relationship has term nated) due
to vacation, holiday, illness, incapacity (including



- LRM 3, Definition of Hour of Service -

disability), layoff, jury duty, mlitary duty or |eave of
absence. No nore than 501 hours of service wll be credited
under this paragraph for any single continuous period

(whet her or not such period occurs in a single conputation
period). Hours under this paragraph will be cal cul ated and
credited pursuant to section 2530.200b-2 of the Departnent
of Labor Regul ations which is incorporated herein by this
reference; and

(3) Each hour for which back pay, irrespective of
mtigation of damages, is either awarded or agreed to by the
enpl oyer. The sane hours of service will not be credited
bot h under paragraph (1) or paragraph (2), as the case nmay
be, and under this paragraph (3). These hours will be
credited to the enpl oyee for the conputation period or
periods to which the award or agreenent pertains rather than
the conputation period in which the award, agreenent or
paynment is made.

Hours of service will be credited for enploynent with other
menbers of an affiliated service group (under section
414(m ), a controlled group of corporations (under section
414(b)), or a group of trades or businesses under common
control (under section 414(c)) of which the adopting

enpl oyer is a nenber, and any other entity required to be
aggregated with the enpl oyer pursuant to section 414(o).

Hours of service will also be credited for any individual
consi dered an enpl oyee for purposes of this plan under
section 414(n) or section 414(o0).

Solely for purposes of determ ning whether a break in
service, as defined in section , for participation and
vesting purposes has occurred in a conputation period, an

i ndi vidual who is absent fromwork for maternity or
paternity reasons shall receive credit for the hours of
service which woul d ot herw se have been credited to such

i ndi vidual but for such absence, or in any case in which
such hours cannot be determ ned, 8 hours of service per day
of such absence. For purposes of this paragraph, an absence
fromwork for maternity or paternity reasons neans an
absence (1) by reason of the pregnancy of the individual,

(2) by reason of a birth of a child of the individual, (3)
by reason of the placenent of a child with the individual in
connection wth the adoption of such child by such

i ndividual, or (4) for purposes of caring for such child for
a period beginning imediately follow ng such birth or

pl acenment. The hours of service credited under this
paragraph shall be credited (1) in the conputation period in
whi ch the absence begins if the crediting is necessary to
prevent a break in service in that period, or (2) in al

ot her cases, in the follow ng conputation period.




- LRM 3, Definition of Hour of Service -
(Optional: Service will be determ ned on the basis of the
nmet hod sel ected in the adoption agreenent.)

Sanpl e Adoption Agreenent Language: (If precedi ng paragraph
is used in the plan | anguage)

Service will be determ ned on the basis of the nethod

sel ected below. Only one nethod nay be selected. The nethod
selected will be applied to all enployees covered under the
pl an.

() On the basis of actual hours for which an
enpl oyee is paid or entitled to paynent.

On the basis of days worked. An enployee will be
credited with ten (10) hours of service if under section

of the plan such enpl oyee would be credited with
at | east one (1) hour of service during the day.

() On the basis of weeks worked. An enployee wl|
be credited with forty-five (45) hours of service if under
section of the plan such enpl oyee woul d be
credited wth at |east one (1) hour of service during the
week.

() On the basis of sem -nonthly payroll periods. An
enpl oyee will be credited with ninety-five (95) hours of
service if under section of the plan such enpl oyee
woul d be credited with at | east one (1) hour of service
during the sem -nonthly payroll period.

() On the basis of nonths worked. An enployee wll
be credited with one hundred ninety (190) hours of service
i f under section of the plan such enpl oyee woul d be
credited with at |east one (1) hour of service during the
nmont h.

ed in with the
ti on of hour of

(Note to reviewer: The bl anks should be fil
pl an section nunber that contains the defin
service.)

() On the basis of elapsed tine, as provided for in
section of the plan.

(Note to reviewer: The blank should be filled in with the
pl an section nunber corresponding to LRM #4.)



- LRM 4, El apsed Tine -

4. Docunent Provi sion:

Statenent of Requirenment: Elapsed tinme, Regs. 81.410(a)-7,
81.410(a)-9T.

(Note to reviewer: Use of elapsed tine elimnates or
sinplifies several plan provisions that woul d ot herw se be
required if hours of service are counted. The follow ng
definitions should replace the otherw se required year of
service, break in service, and hour of service definitions.)

For purposes of determ ning an enployee's initial or
continued eligibility to participate in the plan or the
nonforfeitable interest in the participant's account bal ance
derived from enpl oyer contributions, (except for periods of
servi ce which may be disregarded on account of the "rule of
parity" described in section ) an enpl oyee wl |
receive credit for the aggregate of all tine period(s)
commencing wth the enployee's first day of enploynent or
reenpl oynent and ending on the date a break in service
begins. The first day of enploynent or reenploynent is the
first day the enpl oyee perforns an hour of service. An
enpl oyee will also receive credit for any period of
severance of less than 12 consecutive nonths. Fractional
periods of a year will be expressed in terns of days.

(Wording in parenthesis applies only in plans which utilize
the rule of parity. See LRV #21 and #57.)

For purposes of this section, hour of service shall nean
each hour for which an enployee is paid or entitled to
paynment for the performance of duties for the enployer.

Break in service is a period of severance of at |east 12
consecuti ve nonths.

Period of severance is a continuous period of time during
whi ch the enployee is not enployed by the enployer. Such
peri od begins on the date the enpl oyee retires, quits or is
di scharged, or if earlier, the 12 nonth anniversary of the
date on which the enpl oyee was ot herwi se first absent from
servi ce.

In the case of an individual who is absent fromwork for
maternity or paternity reasons, the 12-consecutive nonth
peri od beginning on the first anniversary of the first date
of such absence shall not constitute a break in service.

For purposes of this paragraph, an absence fromwork for
maternity or paternity reasons neans an absence (1) by
reason of the pregnancy of the individual, (2) by reason of
the birth of a child of the individual, (3) by reason of the
pl acenment of a child with the individual in connection with
t he adoption of such child by such individual, or (4) for

4



- LRM 4, El apsed Tine -

pur poses of caring for such child for a period begi nning
i mredi ately follow ng such birth or placenent.

Each enpl oyee will share in enployer contributions for the
peri od begi nning on the date the enpl oyee comences

partici pation under the plan and ending on the date on which
such enpl oyee severs enploynent with the enployer or is no

| onger a nenber of an eligible class of enployees.

If the enployer is a nmenber of an affiliated service group
(under section 414(m)), a controlled group of corporations
(under section 414(b)), a group of trades or businesses
under comon control (under section 414(c)) or any other
entity required to be aggregated with the enpl oyer pursuant
to section 414(0), service will be credited for any

enpl oynent for any period of tine for any ot her nenber of
such group. Service will also be credited for any

i ndi vidual required under section 414(n) or section 414(0)
to be considered an enpl oyee of any enpl oyer aggregated
under section 414(b), (c), or (m.

5. Docunent Provision:
Statenent of Requirenment: Definition of plan year.

Sanpl e Pl an Language: Plan year is the 12-consecutive nonth
peri od designated by the enployer in the adoption agreenent.

Sanpl e Adoption Agreenent Language:
Plan year w |l nean:

() the 12-consecutive nonth period which coincides
with the limtation year.

( ) the 12-consecutive nonth period conmenci ng on
and each anni versary thereof.

6. Docunent Provi sion:

Statenent of Requirenment: Definition of conpensation
| RC 8414(s), 8401(a)(17); Regs.
81.401(a)(4)-12, 81.401(a)(17)-1
81.414(s)-1; Rev. Proc. 2000-20,
4.123, 4.124, 5.184, 8.0310.

Sanmpl e Pl an Language:

Conpensation will mean conpensation as that termis defined

in section of the plan. For any self-enpl oyed
i ndi vi dual covered under the plan, conpensation wll nean
earned inconme. Conpensation shall include only that

conpensation which is actually paid to the partici pant

5
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during the determ nation period. Except as provided

el sewhere in this plan, the determ nation period shall be
the period elected by the enployer in the adoption
agreenent. |If the enployer nakes no el ection, the

determ nation period shall be the plan year.

(Note to reviewer: The blank should be filled in with the
pl an section nunber that corresponds to the sanple adoption
agreenent | anguage at the end of LRM #31.

(Note to reviewer: Under certain circunstances other
definitions of conpensation may be used. However,
conpensation in standardi zed plans and plans that provide
for permtted disparity, (other than any CODA portion of

t hese plans), target benefit plans, and in determ ning top-
heavy m ni muns nust use one of the definitions provided in
section 5.2 of LRM #31. For purposes of the preceding
sentence, the safe harbor alternative definition of
conpensati on contained in section 1.414(s)-1(c)(3) of the
regul ations may al so be used. Al plans nust permt the
enpl oyer to elect one of the definitions of conpensation
provided in section 5.2 of LRM#31 in the adoption
agreenent. See also LRV #62, #89 and #95.)

Not wi t hst andi ng the above, if elected by the enployer in the
adopti on agreenent, conpensation shall not include any
anount which is contributed by the enployer pursuant to a
sal ary reduction agreenent and which is not includible in
the gross incone of the enployee under sections 125,

402(e) (3), 402(h)(1)(B) or 403(b) of the Code.

For plan years beginning on or after January 1, 1989, and
before January 1, 1994, the annual conpensation of each
participant taken into account for determning all benefits
provi ded under the plan for any plan year shall not exceed
$200,000. This limtation shall be adjusted by the
Secretary at the sane tinme and in the sane manner as under
section 415(d) of the Code, except that the dollar increase
in effect on January 1 of any cal endar year is effective for
pl an years beginning in such cal endar year and the first
adjustnment to the $200,000 Iimtation is effective on
January 1, 1990.

For plan years beginning on or after January 1, 1994, the
annual conpensation of each participant taken into account
for determning all benefits provided under the plan for any
pl an year shall not exceed $150, 000, as adjusted for
increases in the cost-of-living in accordance with section
401(a)(17)(B) of the Internal Revenue Code. The cost-of-
living adjustnment in effect for a cal endar year applies to
any determ nation period beginning in such cal endar year.

If a determ nation period consists of fewer than 12 nonths
t he annual conpensation limt is an anount equal to the
6



- LRM 6, Definition of Conpensation -

ot herwi se applicabl e annual conpensation |imt nultiplied by
a fraction, the nunerator of which is the nunber of nonths
in the short determ nation period, and the denom nator of
which is 12.

| f conpensation for any prior determ nation period is taken
into account in determning a participant's allocations for
the current plan year, the conpensation for such prior
determ nation period is subject to the applicable annual
conpensation limt in effect for that prior period. For
this purpose, in determning allocations in plan years

begi nning on or after January 1, 1989, the annual
conpensation limt in effect for determ nation periods

begi nning before that date is $200,000. |In addition, in
determ ning allocations in plan years beginning on or after
January 1, 1994, the annual conpensation |imt in effect for
determ nati on periods beginning before that date is

$150, 000.

(Note to reviewer: Effective for years beqgi nning after
Decenber 31, 1996, the aggregation rul es under section
414(q) (6) and section 401(a)(17) have been repealed. In
deternmning the limts on conpensati on under section
401(a)(17) for years after Decenber 31, 1996, the repeal of
t hese aggregation rules are treated as having been in effect

for earlier years that are relevant in determ ning the
applicable limt on conpensation. Nevertheless, a plan nay
give enployers the option to elect to continue to apply

t hese aggregation rules in years beqginning after Decenber
31,1996 and before the date the enpl oyer adopts it's GUST-
restated plan . See section 4.124 of Rev. Proc. 2000-20.)

Sanpl e Adopti on Agreenent Language:

Conmpensation shall be determ ned over the foll ow ng
determ nati on peri od:

() the plan year

() (a consecutive 12-nmonth period ending with or
within the plan year.) Enter the day and the
nonth this period begins: (day)

(nmonth). For enpl oyees whose date

of hire is less than 12 nonths before the end of

the 12-nonth period designated, conpensation wll
be determ ned over the plan year.

(Note to reviewer: The plan may provi de that conpensation
wi |l be determ ned over the period of plan participation
during the plan year, as provided for in section
1.401(a)(4)-12 of the regulations (see definition of "plan
year conpensation").)
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Conpensati on

() shall not include enployer contributions nade
pursuant to a salary reduction agreenent which are not
includible in the gross incone of the participant under
sections 125, 402(e)(3), 402(h)(1)(B) or 403(b) of the Code.

7. Docunent Provi sion:

Statenent of Requirenent: Definition of earned incone,
| RC 8401(c)(2), 8414(s);
Regs. 81.414(s)-1

Sanpl e Pl an Language:

Earned i ncone neans the net earnings fromself-enploynent in
the trade or business with respect to which the plan is

est abl i shed, for which personal services of the individual
are a material incone-producing factor. Net earnings will be
determ ned wthout regard to itens not included in gross

i nconme and the deductions allocable to such itens. Net
earnings are reduced by contributions by the enployer to a
qualified plan to the extent deductible under section 404 of
t he Code.

Net earnings shall be determned with regard to the
deduction allowed to the taxpayer by section 164(f) of the
Code for taxable years beginning after Decenber 31, 1989.

(Note to reviewer: This definitionis not required if the
pl an is a nonstandardi zed plan and precludes participation
by sel f-enpl oyed individuals.)

8. Docunent Provi sion:

Statenent of Requirenent: Definition of disability,
| RC 822(e)(3), and inputed
conpensation, |IRC 8415(c)(3)(0O
Sanmpl e Pl an Language:

Disability neans inability to engage in any substanti al
gainful activity by reason of any nedically determ nabl e
physi cal or nental inpairnent that can be expected to result
in death or which has | asted or can be expected to last for
a continuous period of not less than 12 nonths. The

per manence and degree of such inpairnment shall be supported
by nedi cal evi dence.

If elected by the enployer in the adoption agreenent,
nonforfeitable contributions will be made to the plan on
behal f of each disabled participant who is not a highly
conpensat ed enpl oyee (within the nmeaning of section

of the plan).



- LRM 8, Definition of Disability -

(Note to reviewer: The blank should be filled in with the
pl an section nunber corresponding to LRM #11.)

Sanpl e Adoption Agreenent Language:
Contri butions on behal f of disabled participants:

The enpl oyer wll (check the line if the enployer wants
this option) will not (check the line if the enployer
does not want this option) nmake contributions on behal f of

di sabl ed participants on the basis of the conpensation each
such partici pant woul d have received for the limtation year
if the participant had been paid at the rate of conpensation
paid i medi ately before becom ng permanently and totally

di sabl ed.

Such i nputed conpensation for the disabled participant may
be taken into account only if the participant is not a

hi ghl y conpensat ed enpl oyee, and contri butions nmade on
behal f of such participant will be nonforfeitable when nade.

Conpensation will nean conmpensation as that termis defined
in section of the pl an.

(Note to reviewer: The blank should be filled in with the
pl an section nunber that corresponds to the sanpl e adoption
agreenent | anquage at the end of LRM #31.

(Note to reviewer: The above provisions are not required if
the plan does not offer an enployer the option of providing
contributions on the basis of inputed conpensati on.

However, a plan which provides for distributions because of
disability nmust define disability in a nondiscrimnatory
manner) .

9. Docunent Provision:
Statenent of Requirenment: Definition of enployee, |IRC 8414

(b), (c¢), (m, (n) and (0);
Rev. Proc. 2000-20, 5.15.

Sanmpl e Pl an Language:

Enpl oyee shall nean any enpl oyee of the enployer maintaining
the plan or of any other enployer required to be aggregated
with such enpl oyer under sections 414(b), (c¢), (m or (o) of
t he Code.

The term enpl oyee shall also include any | eased enpl oyee
deened to be an enpl oyee of any enpl oyer described in the
previ ous paragraph as provided in sections 414(n) or (o) of
t he Code.
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10. Docunent Provi sion:

Statenment of Requirenent: Definition of |eased enpl oyee,
| RC 8414(n), 8414(q).

Sanmpl e Pl an Language:

The term "l eased enpl oyee"” neans any person (other than an
enpl oyee of the recipient) who pursuant to an agreenent

bet ween the recipient and any ot her person ("l easing

organi zation") has performed services for the recipient (or
for the recipient and rel ated persons determned in
accordance with section 414(n)(6) of the Internal Revenue
Code) on a substantially full time basis for a period of at
| east one year, and such services are perforned under
primary direction or control by the recipient.
Contributions or benefits provided a | eased enpl oyee by the
| easi ng organi zation which are attributable to services
performed for the recipient enployer shall be treated as
provi ded by the recipient enployer.

A | eased enpl oyee shall not be considered an enpl oyee of the
recipient if: (i) such enployee is covered by a noney

pur chase pension plan providing: (1) a nonintegrated

enpl oyer contribution rate of at |east 10 percent of
conpensation, as defined in section 415(c)(3) of the Code,
but including anmounts contributed pursuant to a salary
reducti on agreenent which are excludable fromthe enpl oyee's
gross incone under section 125, section 402(e)(3), section
402(h) (1) (B) or section 403(b) of the Code, (2) imedi ate
participation, and (3) full and imedi ate vesting; and (ii)

| eased enpl oyees do not constitute nore than 20 percent of
the recipient's nonhighly conpensated work force.

11. Docunent Provi sion:

Statenment of Requirenment: Definition of highly conpensated
enpl oyee, | RC 8414(q);
Regs. 81.414(q)-1T, Notice 97-45,
1997-33 1.R B. 7, Rev. Proc. 2000
-20, 5.181, 8.0315.

Sanmpl e Pl an Language:

Ef fective for years beqgi nning after Decenber 31, 1996, the
term hi ghly conpensated enpl oyee neans any enpl oyee who: (1)
was a 5-percent owner at any tine during the year or the
precedi ng vear, or (2) for the precedi ng year had
conpensation fromthe enployer in excess of $80,000 and, if
the enpl oyer so elects, was in the top-paid group for the
precedi ng year. The $80,000 anpunt is adjusted at the sane
tine and in the sane manner as under section 415(d), except
that the base period is the cal endar quarter ending

Sept enber 30, 1996.

10
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For this purpose the applicable year of the plan for which a
determination is being nmade is called a deterni nati on year
and the preceding 12-nonth period is called a | ook-back

year.

A highly conpensated forner enployee is based on the rules
applicable to detern ning highly conpensated enpl oyee status
as in effect for that determnation year, in accordance with
section 1.414(q)-1T, A-4 of the tenporary |Incone Tax
Requl ati ons and Notice 97-45.

In determ ni ng whether an enployee is a highly conpensated
enpl oyee for years beginning in 1997, the anendnments to
section 414(q) stated above are treated as having been in
effect for years beginning in 1996.

(Note to reviewer: The requl ations under section 414(q)
provide that the enployer may el ect to have special rules
apply with respect to the determination of who is a highly
conpensated employee if they are provided for in the plan
and they are applied by the enployer on a uniform and

consi stent basis. The definition above does not provide for
these special elections, and they are only applicable to the
extent they do not conflict with the changes to section
414(q) under the SBJPA.

Notice 97-45 provides for additional elections under the
amended section 414(qg) that may be nade. These el ections are
the top-paid group election and the cal endar year data

el ection. Under Notice 97-45 an enployer nmay nake a top-paid
group election for a determ nation year. The effect of this
election is that an enployee (who is not a 5-percent owner
at _any tine during the determ nation year or the | ook-back
year) with conpensation in excess of $80,000 (as adjusted)
for the | ook-back year is a highly conpensated enpl oyee only
if the enployee was in the top-paid group for the |ook-back
year. An enployer may al so nake a cal endar year data
election for a deternination yvear. The effect of this
election is that the | ook-back year is the cal endar year

begi nning with or within the | ook-back year. The plan may
not use this election to deterni ne whet her enpl oyees are

hi ghly conpensat ed enpl oyees on account of being 5-percent
owners. These el ections, once nade, apply for all subsequent
determ nation years unl ess changed by the enpl oyer.

An _enpl oyer neking one of the elections is not required also
to make the other election. However, if both elections are
made, the | ook-back year in determining the top-paid group
nust be the cal endar year beginning with or within the | ook-
back year. These el ections nmust apply consistently to the
determ nation years of all plans of the enployer, except
that the consistency requirenment will not apply to
deternm nation yvears beginning with or within the 1997

11




- LRM 11, Definition of Hi ghly Conpensated Enpl oyee -

cal endar vyear, and for determ nation years begi nni ng on or
after January 1, 1998 and before January 1, 2000,

satisfaction of the consistency requirenent is deterni ned
wi thout regard to any nonretirenent plans of the enpl oyer.

If a qualified plan contains the definition of highly
conpensat ed enpl oyee and an enpl oyer nakes or changes either
a top-paid group election or a cal endar year data el ection
for a determ nation year, the plan nust reflect the choices
nmade. Any retroactive amendnents nust refl ect the choices
nade in the operation of the plan for each deterni nation

year.

Certain other transitional rules apply with respect to the
consi stency requirenent. See Notice 97-45. For a plan year
beqgi nning on or after January 1, 1997 and before January 1,
1998 an enpl oyer nay make a cal endar year cal cul ation

el ection under section 1.414(q)-1T, A-14(b) of the tenporary
| ncone Tax Requl ations and provided for in Notice 97-45
taking into account the statutory anendnents nade by the
Smal | Busi ness Job Protection Act of 1996 to section

414(q).)

Sanpl e adopti on agreenent | anguage: (check one or both)

() In determning who is a highly conpensat ed enpl oyee the
enpl oyer nakes a top-paid group election. The effect of this
election is that an enployee (who is not a 5-percent owner
at _any tine during the determ nation year or the | ook-back
year) with conpensation in excess of $80,000 (as adjusted)
for the | ook-back year is a highly conpensated enpl oyee only
if the enployee was in the top-paid group for the | ook-back

year.

() I'n determning who is a highly conpensated enpl oyee
(other than as a 5-percent owner) the enployer nakes a

cal endar year data election. The effect of this electionis
that the | ook-back year is the cal endar year beqginning with
or within the | ook-back year.

12. Docunent Provi sion:

Statenment of Requirenent: Definition of owner-enployee,
| RC 8401(c)(3).

Sanpl e Pl an Language: Oaner-enpl oyee neans an i ndi vi dual
who is a sole proprietor, or who is a partner owning nore
than 10 percent of either the capital or profits interest of
t he partnership.

(Note to reviewer: This definitionis not required if the
plan is a nonstandardi zed plan and precludes participation
by owner - enpl oyees.)

12



- LRM 12, Definition of Oaner-Enpl oyee -

13. Docunent Provi sion:

Statenment of Requirenent: Definition of self-enployed
i ndi vidual, I RC 8401(c)(1).

Sanmpl e Pl an Language:

Sel f - enpl oyed i ndi vi dual neans an individual who has earned
incone for the taxable year fromthe trade or business for
which the plan is established; also, an individual who would
have had earned incone but for the fact that the trade or
busi ness had no net profits for the taxable year.

(Note to reviewer: This definitionis not required if the
pl an is a nonstandardi zed plan and precludes participation
by sel f-enpl oyed individuals.)

14. Docunent Provi sion:

Statenment of Requirenent: Definition of normal retirenent
age, I RC 8411(a)(8); mandatory
retirenment age restrictions,
Regs. 81.411(a)-7(b)(1).

Sanmpl e Pl an Language:

Normal retirement age is the age selected in the adoption

agreenent. |f the enployer enforces a mandatory retirenent

age, the normal retirenent age is the | esser of that

mandat ory age or the age specified in the adoption

agreenent .

Sanpl e Adoption Agreenent Language:

For each participant nornmal retirenment age is:

() Age (not to exceed 65)

() The later of:

(i) age (not to exceed 65) or
(i) the (not to exceed 5th) anniversary of
the participation commencenent date. |If, for plan years

begi nni ng before January 1, 1988, nornal retirenment age was
determned wwth reference to the anniversary of the
participation conmencenent date (nore than 5 but not to
exceed 10 years), the anniversary date for participants who
first conmmenced participation under the plan before the
first plan year beginning on or after January 1, 1988, shal
be the earlier of (A the tenth anniversary of the date the
partici pant commenced participation in the plan (or such
anni versary as had been el ected by the enployer, if |ess
13
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than 10) or (B) the fifth anniversary of the first day of
the first plan year beginning on or after January 1, 1988.
The participation comencenent date is the first day of the
first plan year in which the participant conmenced
participation in the plan.

15. Docunent Provi sion:

Statenent of Requirenent: Definition of benefiting,
Regs. 81.410(b)-3(a).

Sanpl e Pl an Language:

A participant is treated as benefiting under the plan for
any plan year during which the participant received or is
deened to receive an allocation in accordance with section
1.410(b)-3(a).

16. Docunent Provi sion:

Statenent of Requirenment: Definition of straight life
annuity, Regs. 81.401(a)(4)-12.

Sanpl e Pl an Language:

Straight life annuity neans an annuity payabl e in equal
installnments for the life of the participant that term nates
upon the participant's death.

M ni mum Partici pati on Standards
17. Docunent Provi sion:

Statenent of Requirenent: Maxi mum age restrictions not
permtted, |RC 8410(a)(2).

(Note to reviewer: The sponsor nust del ete any provision
which restricts participation based on the attainment of a
specified age, for service perfornmed in plan years begi nning
on or after January 1, 1988.)

18. Docunent Provi sion:

Statenent of Requirenment: Provisions for entry into
participation, |IRC 8410(a)(4);
Regs. 81.410(a)-4(b).

Sanpl e Pl an Language: The enployee will participate on the
earlier of: (1) the first day of the plan year begi nning
after the date on which the enpl oyee has net the m ni nrum age
and service requirenents or (2) six nonths after the date
the requirenent is net.

14



- LRM 18, Entry into Participation -

(Note to reviewer: |If the plan provides for a single annual
entry date, the nmaxi num age and service requirenents nust be
reduced by Y2year unless the enployee participates on the
entry date nearest the date the enpl oyee conpletes the

m ni mum age and service requirenents and the entry date is
the first day of the plan year.)

19. Docunent Provi sion:

Statenment of Requirenment: Eligibility conputation periods,
DOL Regs. 82530.202-2(a),
8§2530. 202- 2(b).

Sanmpl e Pl an Language:

For purposes of determ ning years of service and breaks in
service for purposes of eligibility, the initial eligibility
conputation period is the 12-consecutive nonth period

begi nning on the date the enployee first perfornms an hour of
service for the enployer (enploynent comrencenent date).

The succeedi ng 12-consecutive nonth periods comence with
the first anniversary of the enpl oyee's enpl oynent
commencenent date. (This paragraph is not applicable if the
eligibility conputation period shifts to the plan year.)

The succeedi ng 12-consecutive nonth periods comence with
the first plan year which comences prior to the first

anni versary of the enpl oyee's enpl oynent conmencenent date
regardl ess of whether the enployee is entitled to be
credited wwth 1,000 hours of service during the initial
eligibility conputation period. An enployee who is credited
with 1,000 hours of service in both the initial eligibility
conputation period and the first plan year which commences
prior to the first anniversary of the enployee's initial
eligibility conputation period will be credited with two
years of service for purposes of eligibility to participate.
(This paragraph is not applicable if succeeding eligibility
conput ati on peri ods commence on the 12-consecutive nonth
anni versary of the enpl oyee's enpl oynent conmencenent date.)

20. Docunent Provi sion:

Statenent of Requirenent: Use of conputation periods,
DOL Regs. 82530. 200b-4(a)(2).

Sanmpl e Pl an Language: Years of service and breaks in

service will be neasured on the sane eligibility conputation
peri od.
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21. Docunent Provi sion:

Statenent of Requirenment: All years of service counted
toward eligibility except after
certain breaks in service,
| RC §411(a)(5)(A) (B) & (D)
Regs. 81.410(a)-5

Sanpl e Pl an Language:

All years of service with the enployer are counted toward
eligibility except the follow ng:

I f an enpl oyee has a 1l-year break in service before
satisfying the plan's requirement for eligibility, service
before such break will not be taken into account.

(Note to reviewer: The above provision is only permtted if
the plan provides 100% vesting after an enpl oyee conpl et es
the RC 8410(a)(1)(B)(i) eligibility requirenents. See |IRC
8410(a)(5)(B).)

In the case of a participant who does not have any
nonforfeitable right to the account bal ance derived from
enpl oyer contributions, years of service before a period of
consecutive 1-year breaks in service will not be taken into
account in conputing eligibility service if the nunber of
consecutive 1l-year breaks in service in such period equals
or exceeds the greater of 5 or the aggregate nunber of years
of service. Such aggregate nunber of years of service wll
not include any years of service disregarded under the
precedi ng sentence by reason of prior breaks in service.

If a participant's years of service are disregarded pursuant
to the precedi ng paragraph, such participant will be treated
as a new enployee for eligibility purposes. |If a
participant's years of service may not be disregarded
pursuant to the precedi ng paragraph, such participant shal
continue to participate in the plan, or, if term nated,

shal | participate i medi ately upon reenpl oynent.

Note to reviewer: For plan | anguage neeting the
requi renents of the eligibility one year hold-out rule (IRC
8410(a)(5)(C)), see LRM #22).

22. Docunent Provision:
Statenent of Requirenment: Eligibility break in service, one
year hol d-out rul e,

DOL Regs. §2530. 200b- 4(b) (1);
| RC §410(a) (5)(C).
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(Nonst andar di zed pl ans only)
Sanmpl e Pl an Language:

In the case of any participant who has a 1l-year break in
service, years of eligibility service before such break wll
not be taken into account until the enpl oyee has conpleted a
year of service after returning to enpl oynent.

Such year of service will be neasured by the 12-consecutive
nont h peri od begi nning on an enpl oyee' s reenpl oynent
commencenent date and, if necessary, subsequent 12-
consecutive nonth periods beginning on anniversaries of the
reenpl oynent commencenent date. (This paragraph is not
applicable if the plan shifts the eligibility conputation
period to the plan year.)

Such year of service will be neasured by the 12-consecutive
nont h peri od begi nning on an enpl oyee' s reenpl oynent
commencenent date and, if necessary, plan years begi nning
with the plan year which includes the first anniversary of

t he reenpl oynent conmencenent date. (This paragraph is not
applicable if the eligibility conputation period is neasured
with reference to the enpl oynent conmencenent date.)

The reenpl oynent conmencenent date is the first day on which
the enployee is credited with an hour of service for the
performance of duties after the first eligibility
conputation period in which the enployee incurs a one year
break in service.

If a participant conpletes a year of service in accordance
with this provision, his or her participation will be
reinstated as of the reenpl oynent comrencenent date.

23. Docunent Provision:

Statenent of Requirenent: Participation upon return to
eligible class, |IRC §410(a)(4).

Sanmpl e Plan Language: In the event a participant is no
| onger a nenber of an eligible class of enpl oyees and
beconmes ineligible to participate but has not incurred a

break in service, such enployee will participate i mediately
upon returning to an eligible class of enployees. |If such
participant incurs a break in service, eligibility will be

determ ned under the break in service rules of the plan.

In the event an enpl oyee who is not a nenber of an eligible
cl ass of enpl oyees becones a nmenber of an eligible class,
such enployee will participate inmediately if such enpl oyee
has satisfied the m ni num age and service requirenents and
woul d have ot herw se previously becone a participant.
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Empl oyer Contri buti ons

24. Docunent Provi sion:

St atenent of Requirenment: Mney purchase plan -- definite
contribution formula, Regs.
81.401-1(b) (1) (i),
81.401(a)(26)-6(b)(7),
81.410(b)-6(f).

Sanpl e Adopti on Agreenent Language:

For each plan year, the enployer will contribute for each
participant who either conpletes nore than 500 hours of
service during the plan year or is enployed on the |ast day
of the plan year an anount equal to % (not to exceed
25) of such participant's conpensation.

(Note to reviewer: A plan that utilizes elapsed tine in
lieu of counting hours of service may substitute the
conpletion of either 91 consecutive cal endar days or 3
consecuti ve cal endar nonths for 500 hours of service in the
above sanpl e | anguage.)

(Note to reviewer: A nonstandardi zed plan may, as an
option, require up to 1,000 hours of service in the sanple
| anguage above.)

25. Docunent Provi sion:

Statenent of Requirenment: Profit-sharing plan -- definite
all ocation fornula, Regs.
81.401-1(b) (1) (ii),
81.401(a)(26)-6(b)(7),

81.410(b)-6(f).
Sanmpl e Pl an Language:

Enpl oyer contributions will be allocated to each partici pant
who either conpletes nore than 500 hours of service during
the plan year or who is enployed on the |ast day of the plan
year in the ratio that such participant's conpensation bears
to the conpensation of all participants.

(Note to reviewer: A plan that utilizes elapsed tine in
lieu of counting hours of service may substitute the
conpletion of either 91 consecutive cal endar days or 3
consecuti ve cal endar nonths for 500 hours of service in the
above sanpl e | an