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UPDATED DEFINED CONTRIBUTION PLAN FORMS TO REFLECT THE  "RELATIVE VALUE" REGULATIONS

In December 2003, the IRS issued final regulations regarding the requirements for a plan’s explanation to participants of the qualified joint and survivor annuity (QJSA) and of the qualified pre-retirement survivor annuity (QPSA) (for an explanation, click here ). The regulations originally applied to QJSA explanations for distributions with annuity starting dates on or after October 1, 2004, and to QPSA explanations provided on or after July 1, 2004. However, in IRS Announcement 2004-58, the IRS extended the deadline for most QJSA explanations for distributions with annuity starting dates on or after February 1, 2006. 

While the regulatory changes primarily affect defined benefit plans (especially those that offer subsidized optional forms of benefits), they also impact Defined Contribution plans that permit distributions in the form of a QJSA. 

We have determined that it would be prudent to make some minor changes to the Defined Contribution plan forms provided with the SunGard Corbel documents and in the Pension Library. Specifically, we have added language clarifying that a participant, upon request, has a right to a detailed calculation of the amounts payable under the optional forms of distributions. We have tracked the changes in the following form to make it easier for you to identify the changes. To accept the tracked changes: Open the document in Microsoft Word. Go to the "tools" option in the menu bar at the top of the screen. Go to "Track Changes" and then when the menu pops up select "Accept or Reject" changes. Click on the "Accept All" button.

Note that this form will need to be modified to reflect the specific optional forms of distribution permitted in a particular plan. 

PARTICIPANT DISTRIBUTION NOTICE

To:                                                                                



             , Participant

Date: 











           
You are entitled to distribution under the 






           








                                     (“Plan”). We have enclosed a distribution package with this notice. This notice explains your election rights under the Plan. The following information is important to these election rights.

(1)
Distribution date. Your proposed distribution date is 




             . The proposed distribution date is the earliest date the Plan permits you to commence distribution of your Vested Account Balance or the date which you elected to commence distribution under a prior election to delay distribution.

(2)
Account balance. Value of total Account Balance [(a) + (b)]: $



           



(a)  Vested portion: $








(b)  Nonvested portion: $






The values are from the latest valuation of your Account. There may be a later valuation before your actual distribution.

(3)
MINIMUM NOTICE PERIOD. For at least 30 days after you receive this notice, you have the right to consider your decision whether to consent to a distribution of your Vested Account Balance, whether to waive the Qualified Annuity Benefit (see paragraph 3) and consent to another benefit payment option (see paragraph 2), and whether to elect a direct rollover of any portion of your distribution eligible for rollover. If you sign and return the attached Participant Distribution Election form to the plan administrator less than 30 days after you receive this notice, the plan administrator’s receipt of your signed form is your affirmative waiver of any unexpired portion of the minimum 30-day period and your affirmative election of a distribution or a direct rollover. If you affirmatively elect a benefit payment option other than the Qualified Annuity Benefit, you have the right to revoke that election until the annuity starting date,
 or if later, for at least 7 days after you receive this notice.

(4)
Distribution charge. The plan administrator   (   will   (   will not charge your account directly for the reasonable expenses associated with processing your distribution. The amount of the charge (if applicable) will be: 










.
 Note: Check the “will” box and complete the amount only if the plan directly will charge the participant’s account for distribution costs. If the employer pays the expense or the plan treats the expense as a general plan expense, check the “will not” box. 

1. Other forms included with this notice. We have provided you the following forms:

Participant Distribution Election. Use this form to elect payment of your benefits. See the explanation of your benefit options in paragraph 2. If you are married, your spouse must consent to your election unless you elect the Qualified Annuity Benefit.

Special Tax Notice Regarding Plan Payment. This notice explains your right to elect a direct rollover of your Vested Account Balance to another plan or to an IRA. This notice also explains the income tax withholding rules if you elect to receive payment from the Plan.

Postponement of Distribution Election. If you do not wish to receive payment or elect a direct rollover at this time, complete this form instead of the Participant Distribution Election form. You cannot use this form if you have reached the latest time under the Plan for commencing distribution. See paragraph 4.

2. Benefit payment options. Unless you elect another form of payment, the Plan requires payment to you in the form of a Qualified Annuity Benefit. This notice includes an explanation of the Qualified Annuity Benefit. Instead of a Qualified Annuity Benefit, you may elect distribution in the following forms: 

(a)
Direct rollover.

(b)
Lump sum payment. 

(c)
Installments over a specified period of time. 

You also may elect one form of payment for part of your Vested Account Balance and another form of payment for another part of your Vested Account Balance. For example, you may elect direct rollover for part of your Vested Account Balance and a lump sum payment or installments for the other part. See Special Tax Notice Regarding Plan Payment for rules on splitting your distribution.

If you are less than 100% vested in your Account Balance, and you elect distribution before you have incurred five consecutive breaks in service, you must elect a lump sum payment, direct rollover or an annuity contract providing the Qualified Annuity Benefit, known under the Plan as a “cash-out distribution.” A cash-out distribution results in the forfeiture of the nonvested portion of your Account Balance. Your election of a cash-out distribution is a consent to this forfeiture. If you return to employment with the Employer before your fifth consecutive break in service, the Plan provides you a 5-year period during which you may repay the entire amount of your cash-out distribution and restore your forfeited nonvested Account Balance. 

3. Qualified Annuity Benefit. If you are married, the Qualified Annuity Benefit is a joint and survivor annuity. A joint and survivor annuity is a level monthly payment for your life and, if your spouse survives you, a level monthly payment for your spouse equal to 50% of the monthly amount payable during your joint lives. If you are not married, the Qualified Annuity Benefit is a life annuity. A life annuity is a level monthly payment for your lifetime, with the monthly payments stopping upon your death. These payments are guaranteed for your lifetime and, if you are married, your spouse’s lifetime.

The Trustee will satisfy the Qualified Annuity Benefit by using your Vested Account Balance to purchase an annuity contract from an insurance company. The Trustee then will distribute the contract to you as evidence of your right to receive the annuity payments from the insurance company. The actual level monthly payments made under the annuity contract will depend on the annuity purchase rates used by the insurance company, your age and, if you are married, your spouse’s age at the time the distribution begins, and the amount of your Vested Account Balance at the time the Trustee purchases the annuity contract. The Trustee will charge your account for the cost incurred incident to the purchase of the annuity contract.

To determine the approximate level monthly payments you will receive under the Qualified Annuity Benefit as of the proposed distribution date designated on the first page of this notice, divide your Vested Account Balance by the annuity factor below which most closely approximates your situation. Determine your age and, if you are married, your spouse’s age as of the birth date nearest the proposed distribution date. 
The plan administrator, upon request, will provide a more precise calculation. 

Annuity Factor* Table

Married


Participant’s


     Age     

50


50


50


55


55


55


60


60


60


65


65


65


70


70


70




Spouse’s Age

45


50


55


50


55


60


55


60


65


60


65


70


65


70


75




Annuity


 Factor

165.14


162.90


160.77


154.65


151.88


149.29


142.40


139.06


136.00


128.50


124.59


121.16


113.43


109.09


105.32




Unmarried


Participant’s


     Age     

50


52


54


55


57


59


60


61


62


63


64


65


66


68


70




Annuity


 Factor

153.16


148.45


143.49


140.93


135.59


130.02


127.15


124.23


121.26


118.25


115.21


112.14


109.07


102.91


96.69

* Note: We have based these annuity factors on the UP - 1984 mortality tables, assuming a 6% interest rate. The insurance company from which the Trustee purchases the annuity contract may use different factors. Different factors will produce a different monthly payment.

The quotient of your annuity factor divided into your Vested Account Balance represents the approximate monthly payment you will receive during your lifetime if you elect to commence distribution on the proposed distribution date. If you are married, one-half of the quotient represents the approximate monthly payment your spouse will receive after your death, if your spouse survives you. For example, if you and your spouse both are 65 and your Vested Account Balance is $10,000, your approximate monthly payment is $80.26 [$10,000  124.59] and, if your spouse survives you, the approximate monthly payment to your surviving spouse is $40.13. If you are unmarried, age 65, and your nonforfeitable account balance is $10,000, your approximate lifetime monthly payment is $89.17 [$10,000  112.14]. These approximate monthly payments are only estimates. The plan administrator, upon request, will provide a more precise calculation. 
4. Postponement of Distribution. You do not have to commence distribution if you have not attained normal retirement age under the Plan (or age 62, if later). If you do not wish to commence distribution at this time, you must complete the Election to Postpone Distribution of Benefits. This form allows you to elect a delayed distribution date. You will receive a notice from the Plan shortly before that delayed distribution date explaining your distribution rights. Under a postponement election, your Vested Account Balance will be subject to adjustment for investment earnings, gains or losses. Because of the investment performance of the trust fund (or of your individual account investments if you direct your own investments), the amount the Trustee ultimately pays you at your postponed distribution date could be more or less than the value of your Vested Account Balance described in this notice. If you fail to complete and return the Participant Distribution Election form or if you fail to specify a later distribution date in the Postponement of Distribution Election form, the Plan Administrator will treat your failure as an election  to defer your distribution until the later of age 62 or normal retirement age. However, unless the plan imposes a restriction on the timing of your distribution, you may revoke your election to defer distribution and receive a distribution in accordance with the Plan.
5. Financial effect of distribution options. Under a Qualified Annuity Benefit, you will receive lifetime income. If you are married and your spouse predeceases you, the annuity payments will continue until your death. If you are married and your spouse survives you, the Qualified Annuity Benefit will make the joint life payments until your death, and continue 50% of the joint life payments until your spouse’s death. The Qualified Annuity Benefit will not pay any death benefits to other beneficiaries. If you waive the Qualified Annuity Benefit, you may receive your Vested Account Balance in any form described in section 2 of this notice.

A direct rollover means the Plan pays the distribution amount directly to another plan or to an IRA. See Special Tax Notice Regarding Your Plan Payment, included with your package. A lump sum payment means you receive a single payment of the distribution amount. Under an installment distribution, the Plan makes periodic payment of your Vested Account Balance over a specified period of time. You may elect to take the installment distributions directly from the trust or you may elect to have the Plan buy a nontransferable annuity contract which will provide the installment distributions. If you elect installment payments directly from the Plan, your Vested Account Balance will be subject to gain or loss in the same manner as other trust fund assets, unless the plan administrator directs the Trustee to segregate your Vested Account Balance in fixed income investments. If the Trustee invests your account in the same manner as other trust fund assets, because of the investment performance of the trust fund (or, if you direct your own investments in accordance with the Plan, because of the performance of your individual investments), the total amount the Trustee ultimately pays you could be more or less than the value of your Vested Account Balance as of the proposed distribution date or as of the date of the termination of your employment with the Employer. If you elect an installment distribution, you also must complete a Beneficiary Designation form. If you are married, your spouse must consent to the beneficiary designation unless your spouse is the only designated beneficiary.

If you elect installment payments directly from the Plan, the Plan will calculate each annual installment payment by dividing your latest Vested Account Balance by the remaining installment period. After commencing an installment distribution, you may accelerate the payment of all, or any portion, of your unpaid Vested Account Balance at any time. Under a nontransferable annuity contract, the Plan will apply your entire Vested Account Balance to the purchase of the contract and the contract will provide payments over the elected installment term. The level of payments provided under the contract will depend on the terms of the contract you choose. 

6. Further information. If you have any question regarding the information provided in this notice or any form included with your distribution package, please contact the plan administrator of the Plan.


*    *    *    *    *    *    *    *    *    *    *    *    *    *    *
�	The “annuity starting date” is the actual distribution date if you elect to receive a lump sum distribution. If you elect to receive installment payments or an annuity, the annuity staring date may be before the date you receive the first installment or the first annuity payment.


�	DOL guidance authorizes a plan to charge a participant’s account for the reasonable costs associated with making a distribution. See DOL Field Assistance Bulletin 2003-3. If the plan provides, or the employer decides, that the employer will pay the costs of distributions, the employer should check the “will not” box.
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