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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 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. 

PRERETIREMENT SURVIVOR ANNUITY EXPLANATION
Re: 
























 (“Plan”).

This Form explains the preretirement survivor annuity benefit under the Plan. The preretirement survivor annuity provides a minimum benefit for the surviving spouse if a Plan participant dies prior to commencing distribution from the Plan. The preretirement survivor annuity will not affect the total death benefit the Plan will pay your spouse if your spouse is your sole primary beneficiary, or the designated beneficiary of at least 50% of your death benefit under the Plan. You need to read the balance of this memorandum only if you have designated, or wish to designate, someone other than your spouse to receive more than 50% of your death benefit under the Plan.

Preretirement Survivor Annuity. The Plan requires the Trustee to distribute a preretirement survivor annuity to your spouse if your death occurs prior to commencement of benefits under the Plan, your spouse survives you, and you and your spouse are married during the one year period ending on the date of your death. If the Plan commences benefit payments to you prior to your death, the method of distribution in effect on the date of your death will dictate the manner in which the Plan will distribute your remaining vested account balance, if any.

Under the preretirement survivor annuity, your spouse will receive a lifetime level monthly payment. The Trustee will distribute the preretirement survivor annuity using 50% of your nonforfeitable account balance (including the proceeds, if any, of life insurance contracts purchased on your behalf under the Plan) to purchase an annuity contract from an insurance company. The Trustee then will distribute the contract to your surviving spouse as evidence of a right to receive the annuity payments from the insurance company. Generally, the Trustee may not commence payment of the preretirement survivor annuity prior to the date a participant would have attained the later of normal retirement age under the Plan or age 62 without the consent of the surviving spouse. However, the surviving spouse may elect to have distribution of the preretirement survivor annuity at any time following the participant's death. If, at the time of your death, 50% of your nonforfeitable account balance is not greater than $5,000, the Plan Administrator will direct the Trustee to make a lump sum distribution to your surviving spouse, in lieu of providing the preretirement survivor annuity. 

The actual level monthly payments made under the preretirement survivor annuity will depend on the annuity purchase rate used by the insurance company, your surviving 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 commission incurred incident to the purchase of the annuity contract. The following table provides the approximate monthly annuity payments under an immediate annuity purchasable per $1,000 of vested account balance for a surviving spouse ranging from age 50 to age 80. The table assumes an annuity factor based on the UP - 1984 mortality tables and a 6% interest rate. The insurance company from which the Trustee purchases the preretirement survivor annuity may use different factors. Different factors will produce a different monthly payment. The plan administrator, upon request, will provide a more precise calculation. 


Surviving Spouse's Age


50


52


54


56


58


60


62


64




Monthly Payment


$ 6.53


$ 6.74


$ 6.97


$ 7.23


$ 7.53


$ 7.86


$ 8.25


$ 8.68



Surviving Spouse's Age


66


68


70


72


74


76


78


80




Monthly Payment


$ 9.17


$ 9.72


$10.34


$11.06


$11.90


$12.86


$13.97


$15.24

For example, if 50% of a participant's vested account balance at death is $10,000, a surviving spouse who is age 60 will receive a monthly annuity payment approximately equal to $78.60 ($7.86 X 10). These approximate monthly payments are only estimates. 
Waiver Election. The Plan requires payment of the preretirement survivor annuity unless you have a valid waiver election in effect on the date of your death. To have a valid waiver you must complete the waiver election form enclosed with this memorandum. Please note, your spouse must consent to the waiver by signing the waiver form. A notary public or a Plan representative must witness your spouse's signature. Your waiver election is not valid unless your spouse, during the election period, also consents in writing to your beneficiary designation or to any change in your beneficiary designation, unless your spouse is the sole primary beneficiary. A notary public or Plan representative also must witness your spouse's consent to the beneficiary designation. Your waiver election is not valid unless you and your spouse make the election within the election period. The election period begins on the first day of the plan year immediately preceding your 35th birthday or, if later, the date you receive this notice. The election period ends on the date of your death. If you wish, you may waive the preretirement survivor annuity prior to the beginning of the election period. However, a waiver made prior to the beginning of the election period becomes null and void as of the first day of the election period and you would have to complete another waiver form with your spouse's consent. If you terminate service with the employer prior to the beginning of the election period, you may waive the preretirement survivor annuity at any time after your termination of service. However, if you waive the preretirement annuity prior to attaining age 35 and you return to employment, you will need to make another waiver as respects any benefits you accrue after your return. Within the election period, as often as you wish, you may revoke a waiver election, or make a new waiver election following a revocation. You may revoke a waiver election without your spouse's consent, but your spouse would have to consent to a new waiver. A waiver election is valid only for the spouse consenting to the waiver. Therefore, you should inform the Plan Administrator of any change in your marital status.

Financial Effect of your Election. If you and your spouse do not waive the preretirement survivor annuity, the Plan Administrator will direct the Trustee to pay your surviving spouse the preretirement survivor annuity, and to pay your designated beneficiary the remaining vested account balance in accordance with the Plan. If the Plan Administrator pays your spouse the preretirement survivor annuity, the Plan does not need your spouse's consent to the beneficiary designation. Under a preretirement survivor annuity, your surviving spouse will receive lifetime income. The preretirement survivor annuity will not pay any benefits to other beneficiaries after your spouse's death. After your death, the Plan permits your surviving spouse to elect to receive the portion of your vested account balance payable as a preretirement survivor annuity in a lump sum or in installment payments, in lieu of the preretirement survivor annuity.

If you and your spouse waive the preretirement survivor annuity, the Trustee will pay your entire vested account balance to your designated beneficiary, as required under the Plan. The Plan generally requires payment of the death benefit in lump sum. If your beneficiary receives a lump sum distribution, the Plan Administrator will provide the beneficiary a notice of the special tax benefits, if any, available for the distribution. If your vested account balance at the time of your death exceeds $5,000, the Plan permits your designated beneficiary to elect a lump sum or an installment distribution. Under an installment distribution, the Trustee will continue payments from your account until paying in full your interest in the Plan. Furthermore, your vested account balance will continue to earn investment income. If a vested account balance remains in the Plan at the time of your primary beneficiary's death, the Plan will pay the remaining account balance to your primary beneficiary's estate, unless your beneficiary designation directs otherwise. You may designate portions of your account balance for payment to different beneficiaries. If you and your spouse waive the preretirement survivor annuity, your spouse need not consent to the form of payment to the designated beneficiary, but only to the identity of the designated beneficiary.

Procedure. If you and your spouse wish to have the preretirement survivor annuity apply, you do not need to make any election. If you and your spouse do not wish to have the preretirement survivor annuity apply, execute the enclosed Waiver of Preretirement Survivor Annuity form within the election period. We also have enclosed a Beneficiary Designation form.

If you have questions regarding the information provided in this memorandum, or you wish further information, please write to the Plan Administrator.
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