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Authoritative, useful, and convenient, 2015 Tax Facts on Insurance & Employee Benefits 
shows how the tax law and regulations are relevant to your insurance, employee benefits, and 
financial planning practices.

Organized in a time-saving Q&A format, 2015 Tax Facts on Insurance & Employee Benefits 
delivers the latest guidance on:

•	 Estate & Gift Tax Planning

•	 Federal Income Taxation

•	 Roth IRAs

•	 HSAs

•	 Capital Gains, Qualifying Dividends

•	 Non-qualified Deferred Compensation Under IRC Section 409A

•	 And much more!

Highlights of the 2015 Edition

•	 Expansion of healthcare reform coverage and additional questions on individual 
responsibilities under the Affordable Care Act (ACA)

•	 Additional questions on the tax aspects of various kinds of annuities

•	 Additional questions on international tax, particularly regarding doing business in 
Canada

•	 Additional questions on Roth IRAs and Roth 401(k)s

•	 More than 30 new Planning Points, written by practitioners for practitioners

Related Titles Also Available

•	 Tax Facts on Investments

•	 Tax Facts on Individuals & Small Business

•	 Field Guide to Estate Planning, Business Planning & Employee Benefits
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•	 Social Security & Medicare Facts

•	 Healthcare Reform Facts

•	 Health Savings Accounts Facts

•	 Retirement Plans Facts

•	 The Advisor’s Guide to Annuities

•	 The Advisor’s Guide to Long-Term Care

For customer service questions or to place additional orders, please call 1-800-543-0874.

Keep Up with Critical Tax Changes
Critical legislative changes that affect the subject matter in these books will be posted at 
www.TaxFactsUpdates.com. Bookmark the site so that you can easily access new critical 
information that affects your clients and your business.
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ABOUT SUMMIT PROFESSIONAL NETWORKS
Summit Professional Networks supports the growth and vitality of the insurance, financial 
services and legal communities by providing professionals with the knowledge and education 
they need to succeed at every stage of their careers. We provide face-to-face and digital events, 
websites, mobile sites and apps, online information services, and magazines giving professionals 
multi-platform access to our critical resources, including Professional Development; Educa-
tion & Certification; Prospecting & Data Tools; Industry News & Analysis; Reference Tools and 
Services; and Community Networking Opportunities.

Using all of our resources across each community we serve, we deliver measurable ROI for 
our sponsors through a range of turnkey services, including Research, Content Development, 
Integrated Media, Creative & Design, and Lead Generation.

For more information, go to http://www.SummitProfessionalNetworks.com.

About The National Underwriter Company
The National Underwriter Company is a Summit Professional Network.

For over 110 years, The National Underwriter Company has been the first in line with the 
targeted tax, insurance, and financial planning information you need to make critical business 
decisions. Boasting nearly a century of expert experience, our reputable Editors are dedicated 
to putting accurate and relevant information right at your fingertips. With Tax Facts, Tools & 
Techniques, National Underwriter Advanced Markets, Field Guide, FC&S®, FC&S Legal and other 
resources available in print, eBook, CD, and online, you can be assured that as the industry 
evolves National Underwriter will be at the forefront with the thorough and easy-to-use 
resources you rely on for success.

The National Underwriter Company  
Update Service Notification

This National Underwriter Company publication is regularly updated to include coverage of 
developments and changes that affect the content. If you did not purchase this publication directly 
from The National Underwriter Company and you want to receive these important updates sent 
on a 30-day review basis and billed separately, please contact us at (800) 543-0874. Or you can 
mail your request with your name, company, address, and the title of the book to:

The National Underwriter Company
4157 Olympic Boulevard
Suite 225
Erlanger, KY 41018

If you purchased this publication from The National Underwriter Company directly, you have 
already been registered for the update service.

BK-SBM-15TFEMPB-V2-140467-FM.indd   7 10/17/2014   4:06:39 PM



viii

National Underwriter Company Contact Information
To order any National Underwriter Company title, please

•	 call 1-800-543-0874, 8-6 ET Monday – Thursday and 8 to 5 ET Friday

•	 online bookstore at www.nationalunderwriter.com, or

•	 mail to The National Underwriter Company, Orders Department, 4157 Olympic 
Blvd., Ste. 225, Erlanger, KY 41018
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INTRODUCTION TO 2015 TAX FACTS ON  
INSURANCE & EMPLOYEE BENEFITS

Welcome to the 2015 edition of Tax Facts on Insurance & Employee Benefits. This year’s Tax 
Facts features both new and enhanced content designed to help you provide clients with the 
most relevant tax planning advice possible. We have added this material in order to provide 
the content that our subscribers have requested—incorporating analysis of the most impor-
tant recent judicial rulings and Internal Revenue Service guidance in the areas that are most 
relevant to your business.

We are excited to introduce a significant expansion of our section on international law to 
include the most pressing tax issues faced by U.S. individuals who have frequent business or other 
ties with Canada. Additionally, we have once again expanded our popular annuities materials 
in order to provide more information on the myriad annuity options available to clients today.

Our coverage of IRAs has expanded to include the complex area of inherited IRAs as it 
applies to spouses as well as other designated beneficiaries. We also expanded our coverage of 
Roth conversions from traditional IRAs. Included are questions on conversions to both Roth 
IRAs and Roth 401(k)s. We also introduce questions this year on the new myRAs dealing with 
eligibility, distributions and restrictions.

Coverage of the Affordable Care Act has been expanded to deal with compliance issues and 
tax credits in regard to the individual mandate.

Tax Facts on Investments also contains important new content, including an expanded section 
devoted to tax considerations in regard to reals estate investment trusts (REITS). In addition, 
we expanded coverage of our section on reverse mortgages to include key developments from 
the past year.

Throughout Tax Facts, you will find an expansion of our “planning points,” each offering a 
piece of practical advice written by a practitioner who is an expert in his or her field, which will 
assist you in providing your clients with the most knowledgeable guidance possible. We have 
continued to reorganize many of our more complicated questions, splitting almost 75 ques-
tions into discrete subparts that make these questions simpler and easier to understand. When 
combined with our updated Code-based index, we believe this will streamline your research 
process and save you time and effort.

As always, please keep in mind that updated information on critical tax law changes will be 
available as they occur for all subscribers at www.TaxFactsUpdates.com. This includes any tax 
code changes that may emerge from the negotiations over the various expired tax code provi-
sions that continue to progress through Congress as we go to press with this edition.
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Additional changes throughout the year—including revenue rulings, case law decisions, 
and legislative and regulatory activity—are available through subscription to our online tax 
service, Tax Facts Online. Tax Facts Intelligence, a monthly newsletter that provides the most 
current analysis of recent IRS rulings and industry developments, rounds out the suite of Tax 
Facts publications.

This edition of Tax Facts was developed with the assistance of authors Professor William H. 
Byrnes and Professor Robert Bloink. Prof. Byrnes currently serves as the Dean of Thomas Jef-
ferson Law School and has been the author of numerous books, treatises and scholarly articles. 
Prof. Bloink is an insurance industry expert whose practice incorporates sophisticated wealth 
transfer techniques, as well as counseling institutions in the context of their insurance portfo-
lios. He is also a professor of tax for the Graduate Program of International Tax and Financial 
Services, Thomas Jefferson School of Law.
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for the Graduate Program of International Tax and Financial Services, 
Thomas Jefferson School of Law. Mr. Bloink has previously taught as an 
adjunct or visiting professor at USD and St. Thomas law schools.

Previously, Mr. Bloink served as Senior Attorney in the IRS Office of Chief 
Counsel, Large and Mid-Sized Business Division, where he litigated many cases in the U.S. Tax 
Court, served as Liaison Counsel for the Offshore Compliance Technical Assistance Program, 
coordinated examination programs audit teams on the development of issues for large corporate 
taxpayers, and taught continuing education seminars to Senior Revenue Agents involved in Large 
Case Exams. In his governmental capacity, Mr. Bloink became recognized as an expert in the 
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William H. Byrnes, Esq., LL.M.

William Byrnes is the leader of Summit Professional Network’s National 
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munity,” (Reuters, January 21, 2014). “In the field of international tax, Prof. William Byrnes is 
among LexisNexis’s best-selling authors ….” Ray Camiscioli, Esq., LexisNexis, Inc.

William Byrnes served in senior positions of Coopers and Lybrand where he consulted for multi 
nationals and high net wealth business owners. He has been commissioned and consulted by a 
number of governments on their tax, fiscal, and education policy. He was a tenured law faculty 
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education. He is now Associate Dean of Thomas Jefferson School of Law’s International Tax & 
Financial Services web-conference programs in San Diego (see www.profwilliambyrnes.com).

LEAD CONTRIBUTING EDITOR
Alexis Long, J.D.

Alexis Long formerly practiced corporate law as an associate with the busi-
ness transactions group at Schulte Roth & Zabel in New York City. She was 
a corporate, securities and finance editor for the Practical Law Company 
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She holds a J.D. from the University of Michigan Law school.

THE TAX FACTS EDITORIAL ADVISORY BOARD
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Martin Burke is a principal owner of the Matthews Benefit Group, Inc., 
a third party administration firm in St. Petersburg Florida. Matthews 
Benefit Group, Inc. In addition to ensuring the firm’s continued compli-
ance with all applicable regulations, he is involved in the development 
of custom-tailored retirement plans designed to meet specific goals for 
business owners.

Mr. Burke is a graduate of Lycoming College, Pennsylvania, and the Uni-
versity of Maryland School of Law. Mr. Burke is licensed to practice law 
in Maryland and Florida.

He is coauthor of the 403(b) Answer Book Forms & Worksheets for Aspen Publishers as well as a regular 
contributing editor for the 401(k) Advisor. 

Anne Berre Downing, J.D.

Anne Berre Downing, J.D. has a Bachelors of Arts in English and Political Sci-
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Jonathan H. Ellis, J.D., LL.M. (Taxation)

Mr. Ellis is currently a Shareholder in the law firm of Plotnick & Ellis, P.C., 
where his practice focuses primarily on estate planning, estate administra-
tion, elder law, and the representation of closely held businesses.

He has a B.S. in Accounting from Pennsylvania State University, J.D. from 
Widener University, and LL.M. (Taxation) from Temple University. In addi-
tion, Mr. Ellis is Executive Editor and Co-author, and along with Stephen 
Leimberg, et.al., of Tools and Techniques of Estate Planning, 16th Edition, The 
National Underwriter Company, as well as a Co-Author of the 15th Edi-

tion. Also, Mr. Ellis is the author of the book “Drafting Wills and Trusts in Pennsylvania”, 2010 
Edition for PBI Press. Mr. Ellis is also a member of the Editorial Advisory Board for Tax Facts 
2012 through 2015, The National Underwriter Company. In addition, he is the author of 30 
articles for Pennsylvania Tax Service Insights (LexisNexis Matthew Bender). Finally, he is a former 
member of the Adjunct Faculty at Villanova Law School where he taught Family Wealth Planning.

Mr. Ellis frequently speaks to a variety of groups, including attorneys, accountants and financial 
planners throughout Pennsylvania, New Jersey, Delaware and Maryland. Mr. Ellis is also the 
Course Planner for the PBI Courses “Drafting Wills and Trusts in Pennsylvania”, “Wills v. Trusts: A 
Primer on the Right Tool for Your Clients”, “Use of Trusts”, and “Post-Mortem Estate Planning”, 
and a participant in a variety of additional courses for PBI. He is also an annual participant in the 
Villanova University’s annual tax conference, cosponsored with the Internal Revenue Service.

He is a member of the Pennsylvania, New Jersey and Florida Bars; the Montgomery County 
Bar Association; and the Philadelphia Estate Planning Council. Mr. Ellis is also a Fellow of the 
American College of Trust and Estate Counsel.

Randy Gardner J.D., LL.M., MBA, CPA, CFP®

Randy Gardner is a Professor of Tax and Financial Planning and former 
Director of the Certificate in Financial Planning Program at the University 
of Missouri – Kansas City. He is an estate planning attorney with over 30 
years of experience and one of the founders of onlineestateplanning.com. 
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his teaching experience and tax planning expertise to Garrett Members 
as the Network Tax, Estate & Financial Planning Coach.

In addition to teaching, Mr. Gardner is a member of WealthCounsel, LLC, serves on the Editorial 
Board of The Journal of Financial Planning, and is former member of the Council on Examina-
tions of the Certified Financial Planner Board of Standards. He is a member of the AICPA, the 
Missouri Society of CPAs, and the Kansas Bar Association. He has also written many articles for 
publications such as the Journal of Financial Planning, Taxation for Accountants, Practical Tax Strategies, 
and Tax Adviser.
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for The Stelter Company. Prior to that as the Executive Director of the Greater Des Moines 
Community Foundation Planned Giving Institute. In addition, Johni practiced estate planning 
with Myers Krause and Stevens, Chartered law firm in Naples Florida, where she specialized 
in estate planning.

Johni graduated cum laude with a Juris Doctor degree from Drake University in Des Moines, 
Iowa, in 1993. She also holds a Bachelor of Science degree in Business Administration from 
Drake University and graduated magna cum laude in 1988.

Johni is the president of the Charitable Estate Planning Institute and she also serves on the national 
board of the Partnership for Philanthropic Planning (PPP) formerly the National Committee on 
Planned Giving. Johni serves on the Technical Advisory Board for the Stelter Company and is a 
charter member of PPP’s Leadership Institute. She is also a member of the Mid-Iowa Planned 
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approximately fifteen cases against the IRS per year, recovering more than 
$1 million for his clients from the IRS in reimbursement of attorneys’ fees 
at the conclusion of their trial victory. As a tax litigator, he has handled all 
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stages of tax controversies, including all administrative and judicial levels from examination 
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AV® rated by Martindale-Hubbell.*

Erik M. Jensen

Erik Jensen is the Burke Professor of Law at Case Western Reserve Uni-
versity in Cleveland, Ohio, where he has been on the faculty for over thirty 
years. Professor Jensen has also taught at the Cornell Law School, from 
which he earned his law degree in 1979. His work has been recognized 
through election as a fellow of the American College of Tax Counsel and 
as a member of the American Law Institute.

Professor Jensen’s professional activities have been extensive. Before enter-
ing teaching, Professor Jensen was a tax associate with the New York City 
law firm of Sullivan & Cromwell.

He has spoken widely on tax matters and is author of The Taxing Power (Praeger 2005) and of 
several dozen articles on taxation and other subjects. He is also Editor of the Journal of Taxation 
of Investments. He serves as Vice-Chair for Law Development of the Sales, Exchanges, and Basis 
Committee of the American Bar Association Section of Taxation.
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Jay Katz, J.D., LL.M.

Jay Katz is a tax attorney in Delaware with more than a decade of experi-
ence in private practice litigating tax cases and handling audits, collection 
matters, and offers in compromise for corporate and individual clients. He 
has earned LLMs in taxation from both the NYU and University of Florida 
graduate tax programs. During twelve years as a professor at Widener 
University Law School and Beasley School of Law at Temple University, 
Jay has taught virtually every tax and estate planning course on the cur-
riculum and was the director of the Widener tax clinic.

In addition to being a coauthor of the 4th Edition of The Tools & Techniques of Income Tax Planning, 
Jay has penned seven published tax articles, including “An Offer in Compromise You Can’t Con-
fuse: It is not the Opening Bid of a Delinquent Taxpayer to Play Let’s Make a Tax Deal with the 
Internal Revenue Service,” 81 Miss. L. J. 1673 (2012) (lead article); “The William O. Douglas Tax 
Factor: Where Did the Spin Stop and Who Was He Looking Out For?” 3 Charlotte Law Review 133 
(2012) (lead article); and “The Untold Story of Crane v. Commissioner Reveals an Inconvenient 
Tax Truth: Useless Depreciation Deductions Cause Global Basis Erosion to Bait A Hazardous 
Tax Trap For Unwitting Taxpayers,” 30 Va. Tax Rev. 559 (2011).

Robert S. Keebler, CPA, MST, AEP (Distinguished)

Robert Keebler is a partner with Keebler & Associates, LLP. He is a 2007 
recipient of the prestigious Distinguished Estate Planners award from 
the National Association of Estate Planning Counsels. Mr. Keebler has 
several times been named by CPA Magazine as one of the top 100 most 
influential practitioners in the United States. His practice includes family 
wealth transfer and preservation planning, charitable giving, retirement 
distribution planning, and estate administration.

Mr. Keebler frequently represents clients before the IRS National Office in 
the private letter ruling process and in estate, gift, and income tax exami-
nations and appeals, and he has received more than 150 favorable private letter rulings including 
several key rulings of first impression. He is the author of over 100 articles and columns and 
is the editor, author, or coauthor of many books and treatises on wealth transfer and taxation.

Sonya King, J.D., LL.M.

Sonya King has been involved with tax issues affecting estate, retirement, 
business, and charitable planning for fifteen years. Prior to joining New 
York Life’s Advanced Planning Group in 2010, Ms. King worked at the 
National Underwriter Company where she was an editor of Tax Facts and 
the Tools & Techniques series. She authored numerous articles on life insur-
ance, annuities, retirement, income tax, health and welfare plans, and 
charitable and estate planning. Sonya is a coauthor of the Tools & Techniques 
of Income Tax Planning.
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Before that, Ms. King served as a judicial law clerk to the Honorable Donald R. Ford at the 
Eleventh District Court of Appeals in Warren, Ohio, and also as a trust officer with Key Bank. 
Prior to attending law school, she was a registered principal (Series 24) and licensed insurance 
agent for a major life insurance company.

Ms. King graduated from Duke University where she received her Bachelor of Arts degree. 
She earned her law degree (J.D.) from the University of Akron and her tax law degree (LL.M.) 
from Case Western Reserve University. She is a member in good standing of the Ohio State Bar 
Association.

Michael E. Kitces, MSFS, MTAX, CFP®, CLU, ChFC, RHU, REBC, CASL

Michael Kitces is a Partner and the Director of Research for Pinnacle 
Advisory Group, a private wealth management firm located in Columbia, 
Maryland that oversees more than $1 billion of client assets. In addition, 
he is the practitioner editor of the Journal of Financial Planning, and 
publisher of the e-newsletter The Kitces Report and the blog Nerd’s Eye View 
through his Web site www.Kitces.com, dedicated to advancing knowledge 
in financial planning.

Beyond his website, Michael is an active writer and editor across the 
industry and has been featured in numerous publications and has coau-
thored several books. In addition, Michael has been recognized as financial planning’s “Deep 
Thinker” influencer, a “Mover & Shaker,” one of the “Power 20,” and was selected as one of the 
2010 recipients of the Financial Planning Association’s “Heart of Financial Planning” awards for 
his extensive volunteer work in the financial planning community and dedication to advancing 
the profession.

Michael is also a cofounder of NexGen, a community of the next generation of financial plan-
ners that aims to ensure the transference of wisdom, tradition, and integrity, from the pioneers 
of financial planning to the next generation of the profession.

Alson R. Martin, J.D., LL.M.

Alson R. Martin is a Partner of Lathrop & Gage LLP in Overland Park, 
Kansas. The firm also has offices in Los Angeles, California; Denver & 
Boulder, Colorado; Washington, D.C.; Chicago, Illinois; Kansas City,  
St. Louis, Jefferson City, Springfield & Columbia, Missouri; Boston, Mas-
sachusetts; and New York, New York.

Al is a Fellow of the American College of Tax Counsel and American 
College of Employee Benefits Counsel, as well as a charter Life Member 
of the American Tax Policy Institute. Mr. Martin is listed in the book The 
Best Lawyers in America (from inception in three categories), Outstand-

ing Lawyers of America, Missouri-Kansas Super Lawyers, Ingram’s Best Lawyers in Kansas City 
(three categories), American Lawyer Media & Martindale-Hubbell™ Top Rated Lawyers in 
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Health Care, and Guide to Leading U.S. Tax Lawyers. He was selected by Best Lawyers as the 
2010 Kansas City, KS Corporate Lawyer of the Year and 2013 Tax Lawyer of the Year.

Al is the author of Healthcare Reform Facts (2015), Limited Liability Companies and Partnerships (3rd 
edition, 2011) and coauthor of Kansas Corporation Law & Practice (Including Tax Aspects) (5th edi-
tion, 2011), and has written many articles in various publications. He was also Technical Editor 
of Panel Publication’s monthly newsletter The 401k Advisor from 1990- 2012. He has published 
numerous articles and made hundreds of speeches. Mr. Martin was for many years Co-Chair 
and speaker at the Annual Advanced Course of Study Professional Service Organizations, a 
faculty member for the ALI-ABA Courses Estate Planning for the Family Business Owner and 
Sophisticated Estate Planning Techniques, as well as speaker at many national meetings of the 
American Bar Association Tax Section, the ESOP Association Annual Convention, Mountain 
States Pension Conference, Southern Federal Tax Conference, Notre Dame Estate Planning 
Symposium and the Ohio Pension Conference, as well as the Alabama, Georgia Federal, Kansas, 
Missouri, and Tennessee Tax conferences.

He is President and Director of the Small Business Council of America, and he was a delegate to 
the 1995 White House Conference on Small Business and the 2006 Savers’ Summit, Washington, 
D.C. Mr. Martin has testified in Congress.

Al graduated with Highest Distinction from Kansas University and was a Phi Beta Kappa, Sum-
merfield Scholar, Student Body President. He received his J.D., cum laude, and LL.M. in taxa-
tion from New York University School of Law, where he was a Root-Tilden Scholar and Note & 
Comment Editor, New York University Law Review.

Gregory E. Matthews, CPA

Gregory Matthews is a principal and CEO and senior benefit and com-
pliance consultant with Matthews Benefit Group, Inc., in St. Petersburg, 
Florida. He is the creator and author of the monthly employee benefits 
newsletter 401(k) Advisor, author of the Payroll Answer Book, and coauthor 
of the 403(b) Answer Book Forms & Worksheets for Aspen Publishers. He is a 
frequent speaker at regional and national benefit programs. Mr. Matthews 
also authored and taught Course 6 of the American Institute of CPAs’ 
“Compensation and Benefits” in the Tax Certificate Program.

Mr. Matthews is the past chair of the IRS Gulf Coast EP/EO Liaison 
Council and has participated as a speaker in national AICPA, ASPPA, ABA, and ALI-ABA tax/
benefits programs.

Gregory is a graduate of the University of Tampa (mathematics) and completed his accounting 
and mathematical studies at Strayer University and American University, Washington, D.C.

Mr. Matthews is a member of the Florida Institute of Certified Public Accountants, the American 
Institute of Certified Public Accountants, the ESOP Association, the Profit Sharing Council of 
America, and the American Society of Pension Professionals & Actuaries.
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Caroline B. McKay, J.D.

Caroline B. McKay is an Associate Counsel of the Advanced Markets depart-
ment for John Hancock Insurance (USA). In her current position, Caroline 
provides estate and business planning support to home office employees, 
field personnel, and producers. Caroline is also a recurring host on John 
Hancock’s weekly JHAM Radio program and a regular speaker at industry 
meetings around the country.

Caroline is a contributing author of the 16th edition of The Tools & Tech-
niques of Estate Planning by Stephan Leimberg and previously has been 
published on Wealth Management.com.

Prior to joining John Hancock, Caroline was in private practice in the Boston area where she 
concentrated her practice on estate planning, probate, business succession planning, and chari-
table planning for moderate and high net worth individuals and companies.

Caroline received her Bachelor of Arts degree, magna cum laude, in History from Colby College 
in Waterville, Maine, and her Juris Doctor degree cum laude from Suffolk University Law School, 
Boston, Massachusetts. While at Suffolk Law, she was a member of the Law Review and was 
published in the Suffolk University Law Review. Upon receiving her J.D., Caroline spent one 
year clerking for the Honorable Chief Justice Paul Suttell of the Rhode Island Supreme Court.

Jonathan Neal

Jonathan Neal has more than thirty years of experience in the retirement 
planning industry dealing directly with seniors. He writes both public and 
industry related articles on retirement planning issues and products that 
are primarily focused on the senior marketplace. In April 2009 his book 
“Reverse Mortgages – What Every Financial Advisor Should Know” was 
released. This book tackles the complexities of reverse mortgages and 
the various perceptions that seniors, financial and insurance advisors, and 
mortgage brokers are presently dealing with.

Over the years his articles have introduced some unique ideas and tools 
designed to help seniors better understand different insurance and investing concepts, such as 
The LTC Calculator, which is a tool that helps LTCi representatives and seniors work together to 
find a realistic daily LTCi coverage needs. Another example is the premium versus cost formula 
he developed in order to provide advisors with an functional mathematical formula to provide 
seniors with realistic quantified numbers based on their individual situation to help them under-
stand not only what it would take to fund a LTCi policy, but also identify where those funds can 
be found in their present portfolio.

In addition to his articles, he has written twenty-five continuing education courses that have been 
approved by various state insurance departments, which include but are not limited to the follow-
ing: Basic Long-Term Care, Long-Term Care, The History of Long-Term Care in the United States, 
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Service Providers for Long-Term Care Patients, The Stats, Facts & Myths of Long-Term Care 
Planning, Funding Long-Term Care Annuities, Long-Term Care Annuities, Life Long-Term Care, 
Fixed Annuities, Immediate Annuities, Basic Variable Annuities, The Fundamentals of Long-Term 
Care Polices, Professional Ethics, Retirement Planning, IRA Fundamentals, Stretch IRA Con-
cepts, Retirement Plans, and Reverse Mortgages.

John L. Olsen, CLU, ChFC, AEP

John Olsen is a financial and estate planner practicing in St. Louis County, 
Missouri. He has been active in the financial services industry for more than 
forty years. John is a past President of the St. Louis chapter of the National 
Association of Insurance and Financial Advisors, a current Board member 
of the St. Louis chapter of the Society of Financial Service Professionals, 
and the current Vice President of the St. Louis Estate Planning Council.

Mr. Olsen is coauthor, with Michael Kitces, CLU, ChFC, CFP, MSFS, of 
The Advisor’s Guide to Annuities (National Underwriter Co. 4th ed., 2014), 
with Jack Marrion, D.M, of Index Annuities: A Suitable Approach (www.

indexannuitybook.com) and author of Taxation and Suitability of Annuities for the Professional Advisor” 
(2nd expanded Kindle edition to be released in Fall, 2014) and numerous articles on annuities, 
insurance, and financial planning. He offers consulting services on annuities to other advisors 
and expert witness services in litigation involving annuities or life insurance.

David Pratt

David Pratt was born in England and received a law degree from Oxford 
University. He worked for law firms in London and Cleveland before 
moving to Albany, New York. In Albany, he practiced with a law firm and 
two accounting firms before joining the faculty of Albany Law School in 
1994. He continues to advise clients and serves as an expert witness on 
employee benefits issues.

He has written numerous articles on employee compensation and benefits 
topics, and is a Senior Editor of the Journal of Pension Benefits and a fellow 
of the American College of Employee Benefits Counsel. He is the author 
of The Social Security and Medicare Answer Book and the coauthor of Pension and Employee Benefit Law, 
5th edition (with John Langbein and Susan Stabile), Taxation of Distributions from Qualified Plans 
(with Dianne Bennett and others) and ERISA and Employee Benefit Law: the Essentials (with Sharon 
Reese, ABA Publications).
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Louis R. Richey, J.D.

Lou Richey is recognized as an experienced executive and employee ben-
efits attorney and consultant, with special expertise on 409A nonqualified 
deferred compensation plans and other retirement plans. He has over 30 
years of experience in executive and employee benefits compensation con-
sulting, planning and insurance for Fortune 1000 public companies as well 
as closely-held and tax-exempt organizations and their employees. He is also 
the founder of the Retirement Plans Nexus, an organization that designs 
and implements retirement & benefit plans for companies.

Currently Mr. Richey serves as Senior Vice- President with Infosys McCamish 
Systems LLC, located in Atlanta, Georgia. Infosys McCamish Systems is one of the nation’s 
leading providers of outsourced administrative and other back-office support services for life 
insurance carriers, and other major financial services organizations. Mr. Richey helps lead the 
McCamish Retirement Services Group and is the legal & content expert for all of Infosys McCamish’s 
executive, employee and qualified and nonqualified pension benefit web-based marketing, design 
and plan administration platforms.

At earlier points in his career, Mr. Richey served as a senior marketing officer, or technical 
compensation & senior consultant with employers like American Express Company, the General 
American Life Insurance Company, William M. Mercer, Magner Network & several offices of 
the Management Compensation Group (MCG) and M Group.

Lou is a graduate of Wabash College in Indiana, a cum laude graduate of the Indiana University 
Law School and is a member of the Indiana & Georgia Bars as well as the Federal Bar. He is 
currently a member of the BNA & The National Underwriter Editorial Advisory Boards and has 
served on the editorial advisory boards of several other major industry publications. He is also a 
retired Chairman of the Board of Visitors of the Indiana University Law School, Indianapolis. He 
has been named a Kentucky Colonel and an Arkansas Traveler in recognition of his professional 
contributions to the legal profession.

Mr. Richey lectures widely on the impact and implications of 409A, executive and employee 
benefit topics, retirement planning, financial services marketing, insurance, and financial plan-
ning, including major conferences and institutes such as the New York University Federal Tax 
Institute , the Southwest Federal Tax Conference, the Notre Dame Estate Planning Institute , the 
American Society of Actuaries Annual Conference, the LIMRA Advance Marketing Conference, 
the NACD and a host of other professional services conferences and local meetings.

Mr. Richey’s comments have appeared in Business Week, The Wall Street Journal, Forbe’s Maga-
zine, and Investor’s Daily, and he has appeared on the Financial News Network for National 
Public Radio. He has authored or co-authored a number of books, and BNA portfolios, plus 
more than 300 articles, audios and videos on compensation and tax topics.

Mr. Richey can be reached at LouRichey@aol.com.
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Jeff Sadler

Jeff Sadler began his career as an underwriter in the disability income 
brokerage division of the Paul Revere Life Insurance Company following 
his graduation from the University of Vermont in 1975. Disability income 
and long-term care insurance have been the primary focus of his career, 
leading to the founding of Sadler Disability Services, Inc. with his father, 
Raymond Sadler, in 1989.

Over the last several years, Mr. Sadler has authored a number of insurance 
books, including The Long Term Care Handbook (1996, 1998 and 2003), How 
To Sell Long Term Care Insurance (2001 and 2006), Disability Income: The Sale, 

The Product, The Market (1991 and 1995), How To Sell Disability Income (2005), and The Managed 
Care and Group Health Handbook (1997), all published by the National Underwriter Company. 
Other books by Mr. Sadler include Business Disability Income (1993) and Understanding LTC Insur-
ance (1992).

He has been very active in the industry, currently serving as the Chair of the National Association 
of Health Underwriters’ Long-Term Care Advisory Group. He is a past president of the Central 
Florida Association of Health Underwriters, the Gulf Coast Health Underwriters, the Florida 
Association of Health Underwriters, and the Central Florida General Agents and Managers 
Association. He is a past winner of the Stanley Greenspun Health Insurance Person of the Year 
Award and the NAHU Distinguished Service Award.

Jamie Scott, J.D.

Jamie Scott serves as Chair of Cincinnati law firm Graydon Head’s Employee 
Benefits and Executive Compensation Practice Group. He has worked 
with clients of all sizes to design and implement qualified retirement plans 
(including ESOPs), nonqualified deferred compensation plans, incentive 
compensation plans, and welfare benefit plans.

He also has significant experience in working with the Internal Revenue 
Service and Department of Labor on compliance issues. Mr. Scott has 
extensive estate planning experience, which enables him to advise clients 
on estate planning issues that arise when a large part of a client’s estate 
consists of retirement plan assets. In 2010, he was named an “Ohio Super Lawyer” by Super 
Lawyers Magazine for his work in Employee Benefits/ERISA. Based on the grading and com-
ments of his peers, Jamie is recognized with an AV Rating, the highest rating given to lawyers 
by Martindale-Hubbell.

Mr. Scott received his J.D. from Brigham Young University in 1983 and a B.B.A in Accounting 
from the University of Cincinnati in 1978. He is admitted to practice law in Ohio and Texas. He 
is member and former chair of the Cincinnati Bar Association, Employee Benefits Committee; 
Warren County Bar Association; ASPPA Benefits Council of Greater Cincinnati; Warren County 
MRDD Board Member; and member of the Lebanon City Schools Citizens Audit Advisory 
Committee.
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Lou Shuntich, J.D., LL.M.

Lou Shuntich has a wealth of knowledge and expert advice to offer in 
the Advanced Planning arena. He earned his B.S. Cum Laude from Rider 
University, his J.D. from The College of William and Mary, and his LL.M. 
(in Taxation) from New York University. He is a Certified Retirement 
Counselor and is licensed for life, health, variable annuities, and Series 
6 and 63.

He is the Associate Editor of the Journal of Financial Service Professionals. 
He previously served in the Law Department of Prudential-Financial as 
Vice President and Corporate Counsel specializing in business insurance, 
estate planning, and compensation planning. He also served as Senior Vice President, Advanced 
Planning for Lincoln Benefit Life Company.

He is a member of the Association for Advanced Life Underwriting Business Insurance and 
Estate Planning and Nonqualified Plans Broad Committees. He is past chairman of the Ameri-
can Council of Life Insurance Split Dollar Task Force and has served on the Life Underwriter 
Training Council’s Content and Techniques Committee.

In addition, he is a member of the Speakers Bureau of the Society of Financial Service Profes-
sionals and the Speakers Bureau of the National Association of Estate Planners and Councils. He 
has appeared on the CNBC Power Lunch and Health and Lifestyles programs answering ques-
tions about retirement and estate planning. He has five published books on advanced marketing 
subjects, including The Estate Planning Today Handbook, The Complete Guide to Compensation Planning 
With Life Insurance, and The Life Insurance Handbook, all published by Marketplace, as well as Key 
Life Insurance Model Agreements and The Next Step, Successfully Graduating To Life Insurance Advanced 
Markets, both published by the National Underwriter Company.

He has also published multiple articles including those in the Journal of Financial Service Profes-
sionals, AALU Quarterly Magazine, Brokers World Magazine and Life Insurance Selling.

Robert Toth, J.D., ACEBC

Bob Toth is the Principal of the Law Office of Robert J. Toth, Jr., LLC, and 
has been practicing employee benefits law since 1983. His practice focuses 
on the design, administration, and distribution of financial products and 
services for retirement plans, particularly on complex fiduciary and pro-
hibited transaction issues, annuities in deferred compensation plans, and 
403(b) plans. Mr. Toth is a Fellow of American College of Employee Benefits 
Counsel and is on the faculty of ALI-ABA Advance Law of Pensions. In addi-
tion, he managed the legal affairs of Lincoln Financial Group’s retirement 
plan business. Mr. Toth is also an Adjunct Professor at John Marshall Law 
School where he teaches 403(b) and 457 plan courses.
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Mr. Toth coauthored Thompson Publishing’s 403(b) and 457 Technical Requirements Handbook and 
is a contributing author to Aspen Publishing’s 403(b) Answer Book. He is also Chair of ASPPA’s 
IRS Governmental Affairs Sub-Committee and writes on current employee benefits issues at the 
businessofbenefits.com, where more on his background, publications, and presentations can be found.

William J. Wagner, J.D., LL.M., CLU

William J. Wagner is a Senior Editor with Forefield, Inc., a provider of 
Web-based applications that facilitate the communication of financial plan-
ning knowledge and advice between financial institutions, their advisors, 
and their customers.

Mr. Wagner is the author of the Ultimate IRA Resource (including the IRA 
Calculator) and the Ultimate Trust Resource (including the Trust Calcula-
tor). Previously, he was a Senior Associate Editor of Tax Facts on Insurance 
& Employee Benefits, Tax Facts on Investments, and Tax Facts News, all published 
by The National Underwriter Company.

Jayne Elizabeth Zanglein

Jayne Elizabeth Zanglein is a prolific writer on employee benefits. She 
contributes regularly to journals such as the ABA Supreme Court Preview, the 
Journal of Taxation of Employee Benefits, and the NYU Review of Employee Benefits 
and Executive Compensation. Her treatise, ERISA Litigation, was published in 
2003 and is now in its fourth edition. She serves as an employee benefits 
expert and neutral in class action cases.

She is the cochair of the Fiduciary Duties Committee of the ABA Section 
on Labor and Employment Law’s subcommittee on Employee Benefits. 
She has served on various task forces including Governor Cuomo’s Task 
Force on Pension Fund Investments. She has worked on pension fund reform in Ontario and 
South Africa. She currently teaches law and dispute resolution at Western Carolina University.

Randy L. Zipse, J.D., CPA

Randy Zipse serves as Vice President, Advanced Markets, at Prudential. In 
this position, Mr. Zipse provides advanced sales support across the com-
pany, assisting distribution channels and working with sales vice presidents, 
independent producers, and financial institutions to develop business 
opportunities and enhanced advanced marketing solutions for clients.

Mr. Zipse has written numerous articles on trust taxation, estate planning, 
and business succession planning, which have appeared in the Journal of 
Financial Service Professionals, Broker World, Estate Planning, Life Insurance Selling, 
LAN, and the National Underwriter news magazines. He is coauthor with 

Stephan R. Leimberg of Tools and Techniques of Charitable Planning. He has also been a frequent 
lecturer at industry meetings, including AALU, International Forum, Million Dollar Round 
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Table, New York University Tax Institute, University of Miami Heckerling Tax Institute, and the 
Hawaii Tax Institute.

Mr. Zipse also serves as author of National Underwriter’s popular Field Guide on Estate Planning, 
Business Planning, & Employee Benefits publication.

Prior to joining Prudential, Mr. Zipse was Senior Vice President at Highland Capital where he 
was responsible for the Advanced Markets group, which provided estate and business planning 
support to home office employees, field personnel, and producers.

Mr. Zipse was Senior Counsel and VP of the Manulife Financial Advanced Markets team. Before 
that he worked as an attorney in private practice. An honors graduate of the University of Northern 
Iowa, Mr. Zipse subsequently received his J.D. from Drake University College of Law (Order 
of the Coif, class rank number one), and is a member of the Iowa, Texas, and Missouri Bars.

OTHER CONTRIBUTORS
William H. Alley, CLU, ChFC, RHU, LUTCF, MSFS, AEP, CLTC, is Principal and CEO of 
Alley Financial Group, LLC in Lexington, Kentucky. Bill entered the life insurance business in 
1960, having graduated from Columbia Military Academy and attended the University of Ken-
tucky. Bill has developed a successful practice in the areas of retirement and succession planning, 
estate analysis, financial planning, and business insurance. Bill is a past president of the Lexington 
and Kentucky Life Underwriters Association, past president of the Lexington Chapter of the 
Society of Financial Service Professionals, a past trustee of the National Association of Insur-
ance and Financial Advisors and a twenty-five year member of the Million Dollar Round Table. 
He is also a past National Director for the Society of Financial Service Professionals. Bill is a 
frequent speaker on insurance and financial planning as well as the author of numerous articles 
on insurance and financial matters.

Ward B. Anderson, CLU, ChFC, is president of Compensation Planning & Administration 
Systems, Inc., an employee benefit consulting firm involved in the design, installation and funding 
of tax qualified retirement plans, selective executive benefit plans and group life, health and dis-
ability plans. Ward is immediate past president of the Society of Financial Service Professionals. 
He has been a frequent speaker to legal, accounting and financial planning groups on the topics 
of estate planning, uses of life insurance, employee benefit planning, taxation of employee benefit 
plans and planning for retirement plan distributions. Ward attended the University of Kansas 
and the University of Kansas School of Law.

Marcela S. Aroca is a litigator based in Windsor, Ontario practicing exclusively in tax and civil 
litigation. During her eighteen year career, Marcela has developed into an expert in the field and 
has appeared at all trial and appellate Courts in Ontario, the Federal Court, the Federal Court 
of Appeal and has appeared in writing to the Supreme Court of Canada. When Marcela is not 
working at her practice, she teaches Income Tax Law, Advanced Tax Law, Civil Procedure, and 
Contract Law at the University of Windsor, Faculty of Law.

Gregory W. Baker, J.D., CFP®, CAP, is Senior Vice President of Legal Services for Renais-
sance, the nation’s leading third-party administrator of charitable gifts. For the past eighteen years, 
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he has provided trust, tax and philanthropic financial planning advice to over 4,000 attorneys 
and 7,000 financial planners in all 50 states regarding more than 14,000 charitable remainder 
trusts, more than 800 charitable lead trusts, and numerous foundations, charitable gift annuities 
and donor-advised funds. Baker’s advice has helped advisors close cases for their high net worth 
clients in the areas of charitable, investment, retirement, gift, estate and tax planning. Baker is 
currently an Advisory Board Member of the Chartered Advisor in Philanthropy designation at 
the American College, member of the Financial Planning Association, National Committee on 
Planned Giving and the Indiana Bar. Baker was previously VP, Charitable Fiduciary Risk Manager 
for the Merrill Lynch Center for Philanthropy & Nonprofit Management in Princeton, NJ. Baker 
speaks at national and local conferences for professional advisors, high net worth clients and 
charities regarding charitable gift planning, asset-allocation, investment modeling and tax issues.

Ted R. Batson, Jr., MBA, CPA, is Senior Vice President of Professional Services for Renais-
sance, the nation’s leading third-party administrator of charitable gifts. Since his employment in 
1993, Batson has developed a wealth of practical, hands-on experience in dealing with complex 
issues related to the creative use of unmarketable and unusual assets to fund charitable gifts. He 
routinely consults with the more than 2,000 attorneys, CPAs and financial service professionals 
who look to Renaissance for case assistance. Batson has spoken to numerous groups regard-
ing charitable planning and has been published in several professional publications. Batson is a 
member of the American Institute of Certified Public Accountants (AICPA) and the Indiana CPA 
Society. He is a graduate of Asbury College (BA in computer science) and Indiana University 
(MBA in accounting).

Lawrence Brody, J.D., LL.M, is a partner in Bryan Cave LLP, a national and international law 
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ABBREVIATIONS
Acq. (Nonacq.) Commissioner’s acquiescence (nonacquiescence) in decision
AFTR American Federal Tax Reports (Research Institute of America, early decisions)
AFTR2d American Federal Tax Reports (Research Institute of America, second series)
AJCA 2004 American Jobs Creation Act of 2004
ARRA 2009 American Recovery and Reinvestment Act of 2009
ATRA 2012 American Taxpayer Relief Act of 2012
BTA Board of Tax Appeals decisions (now Tax Court)
BTA Memo Board of Tax Appeals memorandum decisions
CA or -- Cir. United States Court of Appeals
CB Cumulative Bulletin of Internal Revenue Service
CCA Chief Counsel Advice
Cl. Ct. U.S. Claims Court (designated U.S. Court of Federal Claims in 1992)
CLASS Act Community Living Assistance Services and Support Act
COBRA Consolidated Omnibus Budget Reconciliation Act of 1985
CRTRA 2000 Community Renewal Tax Relief Act of 2000
Ct. Cl. Court of Claims (designated U.S. Claims Court in 1982)
DOL Adv. Op. Department of Labor Advisory Opinion
EGTRRA 2001 Economic Growth and Tax Relief Reconciliation Act of 2001
EIEA 2008 Energy Improvement and Extension Act of 2008
ERISA Employee Retirement Income Security Act of 1974
ERTA Economic Recovery Tax Act of 1981
Fed. Federal Reporter (early decisions)
Fed. Cl. U.S. Court of Federal Claims
Fed. Reg. Federal Register
F.2d Federal Reporter, second series (later decisions of U.S. Court of Appeals to 

Mid-1993)
F.3rd Federal Reporter, third series (decisions of U.S. Court of Appeals since Mid-1993)
F. Supp. Federal Supplement (decisions of U.S. District Courts)
FSA Field Service Advice
FSA Flexible spending account
FTE Full-time equivalent employee
GCM General Counsel Memorandum (IRS)
HCE Highly compensated employee
HIPAA ’96 Health Insurance Portability and Accountability Act
HHS The Department of Health and Human Services
HRA Health Reimbursement Account
HSA Health Savings Account
IR Internal Revenue News Release
HIREA (2010) Hiring Incentives to Restore Employment Act
IRB Internal Revenue Bulletin of Internal Revenue Service
IRC Internal Revenue Code
IRS Internal Revenue Service
IRSRRA ’98 IRS Restructuring and Reform Act of 1998
IT Income Tax Ruling Series (IRS)
ITCA Installment Tax Correction Act of 2000
JCWAA Job Creation and Worker Assistance Act of 2002
JGTRRA 2003 Jobs and Growth Tax Relief Reconciliation Act of 2003
KETRA 2005 Katrina Emergency Tax Relief Act of 2005
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MFDRA 2007 Mortgage Forgiveness Debt Relief Act of 2007
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MSA Archer medical savings account
NHCE Non highly compensated employee
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OBRA Omnibus Budget Reconciliation Act of (year of enactment)
P.L. Public Law
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Rev. Proc. Revenue Procedure (issued by IRS)
Rev. Rul. Revenue Ruling (issued by IRS)
SBJPA ’96 Small Business Job Protection Act of 1996
SBWOTA 2007 Small Business and Work Opportunity Tax Act of 2007
SCA IRS Service Center Advice
TAM Technical Advice Memorandum (IRS)
TAMRA ’88 Technical and Miscellaneous Revenue Act of 1988
TC Tax Court (official reports)
TC Memo Tax Court memorandum decisions (official reports)
TC Summary Opinion Tax Court Summary Opinion
TD Treasury Decision
TEAMTRA 2008 Tax Extenders and Alternative Minimum Tax Relief Act of 2008
TEFRA Tax Equity and Fiscal Responsibility Act of 1982
Temp. Reg. Temporary Regulation
TIPA 2007 Tax Increase Prevention Act of 2007
TIPRA 2005 Tax Increase Prevention and Reconciliation Act of 2005
TIR Technical Information Release (from the IRS)
TRA Tax Reform Act of (year of enactment)
TRA ’97 Taxpayer Relief Act of 1997
TRA 2010 Tax Relief Act of 2010
TRHCA 2006 Tax Relief and Health Care Act of 2006
TTCA 2007 Tax Technical Corrections Act of 2007
URAA ’94 Uruguay Round Agreements Act of 1994
US United States Supreme Court decisions
USERRA ’94 Uniformed Services Employment and Reemployment Rights Act of 1994
USTC United States Tax Cases (Commerce Clearing House)
VTTRA 2001 Victims of Terrorism Tax Relief Act of 2001
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WHBAA 2009 Worker, Homeownership, and Business Assistance Act of 2009
WHCRA Women’s Health and Cancer Rights Act
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2015 TAX FACTS ON INSURANCE & EMPLOYEE 
BENEFITS – VOLUME 2

COMPLETE LIST OF QUESTIONS

PART I: CAFETERIA PLANS
3501. What is a cafeteria plan?
3502. What benefits may be offered under a cafeteria plan?
3503. What are the income tax benefits of a cafeteria plan?
3504. What nondiscrimination requirements apply to cafeteria plans?
3505. What are the rules that apply to simple cafeteria plans for small businesses?
3506. When can benefit elections under a cafeteria plan be changed?
3507. When can benefit elections under a cafeteria plan be changed due to a change in an 
employee’s status?
3508. Can an employee change benefit elections under a cafeteria plan because of significant 
cost or coverage changes?
3509. How are health-related benefits offered under a cafeteria plan affected by the Family and 
Medical Leave Act?
3510. How are non-health-related benefits offered under a cafeteria plan affected by the Family 
and Medical Leave Act?
3511. What are the payment options that must be made available to employees on FMLA leave?
3512. Are amounts received under a cafeteria plan subject to Social Security and federal 
unemployment taxes?
3513. Must an employer sponsoring a cafeteria plan file an information return for the plan with 
the IRS?
3514. What is a flexible spending arrangement?

PART II: COMPENSATION

In General
3515. What are the limits on an employer’s ability to deduct compensation paid to an employee?
3516. Is there an upper limit on the amount of executive compensation that a publicly-traded 
corporation may deduct?
3517. Did the TARP program place any limitations on the deductibility of executive 
compensation?
3518. Do the health care reform laws place any limitations on the deductibility of executive 
compensation?
3519. Did the Dodd-Frank Act place any limitations on the deductibility of executive compensation?
3520. Did the Temporary Pension Contribution Relief Act place any limitations on the deduct-
ibility of executive compensation?
3521. What are “excess parachute payments” and how are they taxed?
3522. How is the nondeductible amount of a parachute payment calculated?
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PART III: DEFERRED COMPENSATION

Funded Deferred Compensation (Annuities and Trusts)
3523. What are the tax consequences of a Section 83 funded deferred compensation agreement 
for the employee?
3524. What are the tax consequences of a Section 83 funded deferred compensation agreement 
for the employer?
3525. What are the tax consequences of a Section 83 funded deferred compensation agreement 
for the employer?
3526. What is a “secular trust” and how is it taxed?
3527. What are the tax consequences to an employee when a secular trust is used to provide 
deferred compensation?
3528. What are the tax consequences to an employer that uses a secular trust to fund a deferred 
compensation plan for employees?
3529. If a secular trust is used to fund employer-provided deferred compensation, is the trust 
itself subject to taxation?
3530. What is “a substantial risk of forfeiture” under IRC Section 83?
3531. How is an employee taxed on the payments he or she receives from a nonqualified annu-
ity or nonexempt trust?

Unfunded Deferred Compensation
3532. What are the tax benefits for a participant of an unfunded deferred compensation agree-
ment with an employer?
3533. What requirements must be met by a private nonqualified deferred compensation plan?
3534. What is the doctrine of constructive receipt and how does it apply in the context of non-
qualified deferred compensation plans?
3535. What requirements must be met by a private nonqualified deferred compensation plan 
under IRC Section 409A?
3536. What are the minimum plan documentation requirements that must be met by a private 
nonqualified deferred compensation plan under IRC Section 409A?
3537. When can a participant in a private nonqualified deferred compensation plan receive a 
distribution of previously deferred compensation under IRC Section 409A?
3538. When must a participant in a private nonqualified deferred compensation plan make the 
election to defer compensation under IRC Section 409A?
3539. When do prohibited (and permissible) acceleration of payment requirements apply to 
private nonqualified deferred compensation plans under IRC Section 409A?
3540. What is a “short term deferral exception” under Section 409A regulations?
3541. What penalties can be imposed under Section 409A?
3542. What is a “substantial risk of forfeiture” for Section 409A purposes?
3543. What are the reporting and withholding requirements under Section 409A?
3544. What are the correction procedures under Section 409A?
3545. What rules apply to correction of errors in nonqualified deferred compensation plans 
excepted from Section 409A?
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3546. Does Section 409A apply to independent contractors?
3547. What are Section 409A’s effective dates, compliance deadlines, and grandfathering rules?
3548. What elements of an unfunded arrangement met regulatory requirements before the 
enactment of Section 409A?
3549. What are the deferred compensation rules applicable to foreign nonqualified entities 
under Section 457A?
3550. What are the tax consequences of a transfer to a qualified plan?
3551. What ERISA requirements are imposed on deferred compensation plans?
3552. What rules govern “Top Hat” plans?
3553. What is the “economic benefit” theory?
3554. How does an informal funding affect a private IRC Section 451 unfunded nonqualified 
deferred compensation account balance or nonaccount balance plan?
3555. How does a surety bond, indemnification insurance or a third party guarantee affect a private IRC 
Section 451 unfunded nonqualified deferred compensation account balance or non-account balance plan?
3556. What is a “rabbi” trust?
3557. What is the impact of Section 409A(b) on a “rabbi” trust?
3558. What pre-409A issues were raised by the IRS model rabbi trust?
3559. Can a private IRC Section 451 unfunded nonqualified deferred compensation employee 
account balance plan be used in connection with a qualified 401(k) elective deferral plan to 
maximize the annual deferrals into the qualified 401(k) and also to receive employee contribu-
tions that cannot go into the qualified plan because of nondiscrimination testing issues?
3560. When are deferred amounts under an unfunded nonqualified account and nonaccount 
balance plan deductible by the employer?
3561. How are deferred compensation account balance and nonaccount balance payments taxed 
when they are received by the employee or the beneficiary?
3562. Are contributions to, and postretirement payments from, a deferred compensation account 
balance or nonaccount balance plan subject to FICA and FUTA taxes?
3563. When is a nonqualified deferred compensation plan excluded for purposes of determining 
FICA and FUTA taxes?
3564. Is the manner of determining the amount deferred for employment tax purposes impacted 
by whether the account is an account balance plan or a nonaccount balance plan?
3565. Are self-employed individuals and corporate directors subject to FICA and FUTA taxes 
for deferred compensation arrangements?
3566. What is the wage base subject to FICA and FUTA taxes for deferred compensation 
arrangements?
3567. Are the tax benefits of a nonqualified deferred compensation account balance or nonaccount 
balance plan available through an agreement with a state or local government or other tax-
exempt employer?
3568. What are the requirements for a Section 457(b) “eligible” nonqualified deferred compensation 
plan?
3569. What are the rules regarding permissible participants in a Section 457(b) “eligible”  
nonqualified deferred compensation plan?
3570. What are the timing requirements for deferred compensation under a Section 457(b) 
“eligible” nonqualified deferred compensation plan?
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3571. What are the rules regarding the availability of the amounts payable under a Section 457(b) 
“eligible” nonqualified deferred compensation plan?
3572. When does a “severance from employment” occur under a Section 457(b) “eligible”  
nonqualified deferred compensation plan?
3573. Is a Section 457(b) “eligible” nonqualified deferred compensation plan required to include 
provisions regarding unforeseeable emergency situations?
3574. How are loans treated under a Section 457(b) “eligible” nonqualified deferred compensation plan?
3575. How are domestic relations orders treated in conjunction with Section 457(b) “eligible” 
nonqualified deferred compensation plans?
3576. What required minimum distribution (“RMD”) requirements are imposed with regard to 
Section 457(b) “eligible” nonqualified deferred compensation plans?
3577. What requirements involving the treatment of plan assets are imposed upon Section 457(b) 
“eligible” nonqualified deferred compensation plans?
3578. What limitations on the amount of deferrals apply to Section 457(b) “eligible” nonquali-
fied deferred compensation plans?
3579. Can participants in a Section 457(b) “eligible” nonqualified deferred compensation plan 
make catch-up contributions?
3580. Do any special rules regarding small distributions and transfers apply to Section 457(b) 
“eligible” nonqualified deferred compensation plans?
3581. Are rollover distributions permitted in the context of Section 457(b) “eligible” nonquali-
fied deferred compensation plans?
3582. What is a service credit purchase in the context of Section 457(b) “eligible” nonqualified 
deferred compensation plans?
3583. Will the IRS issue advance rulings on the tax consequences of Section 457(b) “eligible” 
nonqualified deferred compensation plans?
3584. Is the cost of current life insurance protection under a Section 457 plan taxable to participants?
3585. Are death benefits under a Section 457 plan excludable from gross income?
3586. How are the participants in a Section 457(b) “eligible” plan taxed?
3587. How are the participants in a Section 457(f) “ineligible” plan taxed?
3588. What are the reporting and withholding requirements for a Section 457(b) plan?
3589. What tax rules apply to nonqualified deferred compensation plans covering state judges?
3590. What is an excess benefit pension plan? How is it taxed?
3591. What are employee stock options and how are they taxed?
3592. What are ISOs and how are they taxed?
3593. What are NQSOs and how are they taxed?
3594. What is restricted stock?
3595. How is restricted stock taxed?
3596. How are dividends on restricted stock taxed?

PART IV: DEPENDENT CARE  
ASSISTANCE PROGRAMS

3597. What are the income tax consequences of an employer-sponsored dependent care 
assistance program?

BK-SBM-15TFEMPB-V2-140467-FM.indd   34 10/17/2014   4:06:41 PM



xxxv

COMPLETE LIST OF QUESTIONS

PART V: EDUCATIONAL BENEFIT TRUSTS
3598. What are the tax consequences of an educational benefit trust?

PART VI: EMPLOYEE DEATH BENEFITS
3599. If an employer is under contract to pay a death benefit to an employee’s surviving spouse, 
is the benefit taxable income to the surviving spouse?
3600. Is a contractual death benefit payable to a surviving spouse deductible by an employer?
3601. If an employer voluntarily pays a death benefit to an employee’s surviving spouse, is the 
benefit taxable income to the surviving spouse? Is it deductible by the employer?

PART VII: INDIVIDUAL RETIREMENT PLANS

In General
3602. What is an individual retirement account? What is a Roth individual retirement plan?
3603. What is an individual retirement annuity?
3604. What are retirement bonds?
3605. What is a “deemed IRA”?
3606. What information must be provided to a buyer of an IRA?
3607. What is the saver’s credit and who can claim it?
3608. When are funds in an IRA taxed?
3609. How are earnings on an IRA taxed?
3610. Are IRAs subject to attachment?
3611. Who may establish an IRA?
3612. May a person contribute to an IRA for a spouse?
3613. When must contributions to IRAs be made?
3614. How much may an individual contribute to a traditional IRA? How much may be 
deducted?
3615. How much may an individual contribute to a Roth IRA?
3616. Can a taxpayer whose income level exceeds the limitations for Roth IRA contributions 
maintain a Roth IRA?
3617. Can an individual roll over or convert a traditional IRA or other eligible retirement plan 
into a Roth IRA?
3618. Can an individual correct a Roth conversion? What is a recharacterization?
3619. What is “compensation” for purposes of IRA eligibility rules and deduction limits?
3620. Who is an “active participant” for purposes of IRA eligibility rules and deduction limits?
3621. Are fees or commissions paid in connection with an IRA deductible?
3622. Is interest paid on amounts borrowed to fund an IRA deductible?
3623. What is the penalty for making excessive contributions to an IRA?
3624. When can IRA contributions be withdrawn or reduced?
3625. How are amounts distributed from a traditional IRA taxed?
3626. How are amounts distributed from a Roth IRA taxed?
3627. Are the death proceeds of an individual retirement endowment contract taxable?
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3628. Are amounts received from IRAs subject to withholding?
3629. What penalties apply to early distributions from an IRA?
3630. What strategies should a taxpayer consider when determining the level of distributions 
from retirement accounts during retirement?
3631. How are substantially equal periodic payments from an IRA calculated for purposes of 
IRC Section 72(t)?
3632. When is a series of substantially equal periodic payments from an IRA “modified” and 
what are the results?
3633. What are the results if an IRA account owner depletes the IRA account through properly 
determining substantially equal periodic payments?
3634. What are the minimum distribution requirements for individual retirement plans?
3635. How are minimum distribution requirements calculated if an individual owns more than 
one IRA?
3636. Is there a penalty imposed for failure to comply with IRA required minimum distribution 
requirements?
3637. How are the minimum distribution requirements met during an IRA owner’s lifetime?
3638. How are the minimum distribution requirements met after the death of an IRA owner?
3639. How are the minimum distribution requirements met when of an IRA owner dies before 
his required beginning date?
3640. How are the minimum distribution requirements met when an IRA owner dies on or 
after the required beginning date?
3641. What distribution requirements apply to an IRA that is inherited by a surviving spouse?
3642. What distribution requirements apply to an inherited IRA where the beneficiary is not 
the surviving spouse?
3643. Can the beneficiary of an inherited IRA roll funds from a separate retirement account 
into the inherited IRA?
3644. Are inherited IRA funds exempt from the claims of a taxpayer’s creditors in bankruptcy?
3645. Who is a “designated beneficiary” for purposes of required minimum distributions from an IRA?
3646. What are the rules for determining required minimum distributions when there are 
multiple beneficiaries and separate accounts?
3647. What are an IRA trustee’s reporting requirements with respect to required minimum 
distributions?
3648. What IRS filing requirements does an individual retirement plan participant have to meet?
3649. May an employer contribute to an IRA on behalf of an employee? May an employer or 
union establish an IRA for its employees or members?
3650. What is a simplified employee pension?
3651. What are the contribution limits for a simplified employee pension?
3652. Can an employer deduct contributions made to a simplified employee pension?
3653. What is a SAR-SEP? What requirements must be met if a simplified employee pension is 
offered on cash or deferred basis?
3654. What is a SIMPLE IRA plan?
3655. What requirements apply to employer contributions to a SIMPLE IRA plan?
3656. Do any special rules apply to a SIMPLE IRA plan?
3657. How are SIMPLE IRA plan contributions taxed?
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3658. Are rollovers permitted from SIMPLE IRA plans?
3659. Is the value of a survivor benefit payable under an IRA includable in the decedent’s gross estate?
3660. Is a marital deduction available for the value of a survivor benefit payable under an  
individual retirement plan that is includable in the decedent’s gross estate?
3661. What is a “myRA”?
3662. Who is eligible to open a myRA?
3663. How are contributions to a myRA made?
3664. Are there any distribution requirements that will apply with respect to a myRA?

PART VIII: PENSION AND PROFIT SHARING
Plan Types and Features

3665. What qualification requirements apply to each type of plan?
3666. What is a defined benefit plan?
3667. What special qualification requirements apply to defined benefit pension plans?
3668. How are Section 415 limits applied to defined benefit plans?
3669. What is a cash balance plan?
3670. What rules apply for converting a traditional defined benefit plan to a cash balance plan?
3671. What vesting requirements apply to cash balance plans?
3672. What requirements must a cash balance plan meet in order to avoid discriminating based 
on age under the Pension Protection Act of 2006?
3673. How are the required annual and quarterly payments to single employer defined benefit 
plans determined?

Defined Contribution Plans
3674. What is a defined contribution plan?
3675. What special qualification requirements apply to defined contribution plans?
3676. What diversification and vesting requirements apply to defined contribution plans that 
provide for acquisition of employer stock?
3677. How are Section 415 limits applied to defined contribution plans?
3678. What are savings and thrift plans?
3679. What special rules apply to the sale of employer securities to a defined contribution plan?
3680. What is the diversification requirement for defined contribution plans?

Pensions
3681. What is a pension plan?
3682. What is a target benefit plan?
3683. What is the maximum amount that an employer may deduct annually for contributions 
on behalf of employees to a qualified defined benefit pension plan?
3684. What special qualification requirements regarding the payment of definitely determinable 
benefits apply to pension plans but not to profit sharing plans?
3685. What special qualification requirements regarding retirement age apply to pension plans 
but not to profit sharing plans?
3686. Can a pension plan allow participants to retire in phases and still remain qualified?
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Minimum Funding Standard
3687. What is the minimum funding standard that applied in plan years before 2008?
3688. What is the funding requirement for defined benefit plans beginning after 2007?
3689. What requirements apply to defined benefit plans that are “at risk” beginning after 2007?
3690. When are pension plan contributions credited for funding standard account purposes?
3691. What other special requirements apply in plan years prior to 2008 when a qualified plan 
is subject to the minimum funding standard?
3692. What is the penalty for underfunding a qualified plan that is subject to the minimum 
funding standard?
3693. Can the minimum funding standard for qualified plans be waived?

Profit Sharing Plans
3694. What is a profit sharing plan?
3695. How much may an employer deduct for its contributions to a qualified profit sharing or 
stock bonus plan?
3696. What special qualification requirements apply to profit sharing plans but not to pension plans?

401(k) Plans
3697. What is a 401(k) plan?
3698. What special qualification requirements apply to 401(k) plans?
3699. What types of employers are eligible to offer 401(k) plans?
3700. What is a cash or deferred arrangement (“CODA”) in the context of a 401(k) plan?
3701. What elective deferral limits are applicable to 401(k) plans?
3702. What participation and coverage requirements apply to 401(k) plans?
3703. What rules regarding nonforfeitability of benefits apply to 401(k) plans?
3704. What aggregation requirements apply to 401(k) plans?
3705. What is the limit on elective deferrals to employer-sponsored plans?
3706. What are the rules for catch-up contributions to employer sponsored retirement plans?
3707. What is a solo 401(k) plan?
3708. What is an automatic enrollment safe harbor 401(k) plan?
3709. When are default investments permitted under a 401(k) plan?
3710. What are the requirements for a 401(k) safe harbor plan?
3711. What notice must be provided to participants in a 401(k) safe harbor plan?
3712. What requirements apply to matching contributions in the context of a 401(k) safe harbor plan?
3713. Can an employer reduce or suspend 401(k) safe harbor nonelective contributions mid-year?
3714. How does a SIMPLE 401(k) plan differ from a 401(k) safe harbor plan?
3715. What are the requirements for a SIMPLE 401(k) plan?
3716. What are the requirements for a Roth 401(k) feature?
3717. How are qualified distributions from a designated Roth 401(k) or 403(b) account taxed?
3718. How are nonqualified distributions from a designated Roth 401(k) or 403(b) account taxed?
3719. How is the five-year holding period required of qualified distributions from designated 
Roth 401(k) or 403(b) accounts determined?
3720. Can the owner of a designated Roth 401(k) or 403(b) account roll those funds into another 
retirement account?
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3721. What is the separate accounting requirement applicable to a designated Roth 401(k) or 
403(b) account?
3722. What in-plan rollovers are permitted with respect to designated Roth 401(k) or 403(b) 
accounts?
3723. What are the new rules that expand the use of 401(k) to Roth 401(k) rollovers?
3724. Are amounts rolled over to a Roth 401(k) subject to distribution restrictions after the 
rollover?
3725. Are otherwise nondistributable amounts that are rolled over from a 401(k) to a Roth 
401(k) subject to withholding?
3726. Can a plan restrict the types of 401(k) contributions that can be converted to a Roth 
401(k)?
3727. What is an eligible investment advice arrangement?
3728. What is a combination defined benefit/401(k) plan?
3729. What restrictions apply to distributions from 401(k) plans?
3730. What requirements apply to hardship withdrawals from a 401(k) plan?
3731. How does a 401(k) plan satisfy the nondiscrimination in amount requirement?
3732. What special rules apply to employer matching contributions? What rules apply to employee 
contributions?
3733. What happens if a 401(k) plan fails its nondiscrimination testing?

Fully Insured Plans (412(i))
3734. What is a fully insured, or 412(i) plan?
3735. What requirements must a fully insured plan (a “412(i) plan”) meet to be exempt from 
the minimum funding requirements?
3736. Are there any limits on the amount of life insurance that a fully insured (412(i)) plan can 
purchase to fund the plan?
3737. Can an existing defined benefit plan be converted into a fully insured (412(i)) plan?

Stock Bonus and Employee Stock Ownership Plans
3738. What is a stock bonus plan?
3739. What is an employee stock ownership plan (“ESOP”)?
3740. May plans other than stock bonus and employee stock ownership plans hold investments 
in employer securities?
3741. What special qualification requirements apply to stock bonus plans and employee stock 
ownership plans?
3742. What special qualification requirements apply to employee stock ownership plans 
(“ESOPs”)?
3743. What requirements regarding diversification of investments apply to employee stock 
ownership plans (“ESOPs”)?
3744. What valuation requirements apply for employer securities held in employee stock 
ownership plans (“ESOPs”)?
3745. What is a Section 1042 election? What rules apply to qualified sales to an ESOP?
3746. How much may an employer deduct for its contributions to an ESOP?
3747. What requirements apply when an S corporation maintains an ESOP?
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S Corporation Plans
3748. What special requirements apply to plans covering shareholder-employees of S corporations?

Keogh Plans
3749. What special qualification rules apply to Keogh plans?
3750. What rules govern the deduction for contributions by a self-employed individual to a Keogh plan?

Insurance Benefits
3751. To what extent can a qualified plan provide life or health insurance benefits for its participants?
3752. To what extent can an employee stock ownership plan (ESOP) provide life or health 
insurance benefits for its participants?
3753. To what extent can a money purchase pension plan provide life or health insurance benefits 
for its participants?
3754. To what extent can a defined benefit pension plan provide life or health insurance benefits 
for its participants?
3755. When can health insurance benefits be provided under a pension plan?
3756. May excess pension assets be transferred to Section 401(h) accounts?

Qualification
3757. What are the advantages of a qualified pension, annuity, profit sharing, or stock bonus plan?
3758. What requirements must be met for a plan to be qualified?

Exclusion Benefit Rule
3759. What is the exclusive benefit rule of plan qualification?
3760. Can a qualified plan permit reversion of plan funds to the employer and still satisfy the 
exclusive benefit rule?

Minimum Participation and Coverage
3761. What are the age and service requirements that can be used for qualified plans?
3762. What is the minimum coverage requirement for qualified plans?
3763. What are the miscellaneous rules associated with the minimum coverage requirement 
for qualified plans?

Nondiscrimination
3764. When is a plan nondiscriminatory?
3765. What safe harbor designs allow a defined contribution plan to satisfy the nondiscrimina-
tion requirements?
3766. How can a defined contribution plan that does not satisfy one of the safe harbor designs 
show that it does not discriminate in favor of highly compensated employees?
3767. What safe harbors exist that allow a defined benefit plan to satisfy the nondiscrimination 
requirements?
3768. How can a defined benefit plan that does not satisfy one of the safe harbors show that it 
does not discriminate in favor of highly compensated employees?
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3769. Can a plan satisfy the nondiscrimination requirements by limiting participation to highly 
compensated employees and nonhighly compensated employees with very short periods of service?
3770. What safe harbor designs allow a target benefit plan to satisfy the nondiscrimination requirements?
3771. How do 401(k) plans satisfy the IRC nondiscrimination requirements?
3772. Can a plan satisfy the IRC nondiscrimination requirements through aggregating multiple 
plans or restructuring the plan?
3773. Will a plan be considered discriminatory if it is integrated with Social Security?
3774. What substantiation requirements must an employer follow to show compliance with the 
IRC nondiscrimination requirement?
3775. Is a plan that offers credits for past service considered discriminatory?
3776. What are the requirements with respect to the nondiscriminatory availability of plan 
benefits, rights, and features?
3777. What nondiscrimination requirements must a plan meet with respect to plan amendments 
and terminations?
3778. What are the requirements for cross tested plans?
3779. What is permitted disparity and how does it work?
3780. What are the permitted disparity requirements applicable to defined contribution plans?
3781. What are the permitted disparity requirements applicable to defined benefit plans?
3782. What are the permitted disparity requirements when an employee is covered by two or 
more plans of any employer?
3783. What is compensation for purposes of nondiscrimination in a qualified plan?

Section 415 Limits
3784. What are the Section 415 limits for qualified plans?

Vesting
3785. What vesting standards must a qualified plan meet?
3786. What is the anti-cutback rule and to which benefits does it apply?
3787. Are there any circumstances where a plan may be amended to eliminate an optional form 
of benefit? What is the redundancy rule?
3788. What benefits are protected by the anti-cutback rule?
3789. What benefits are not protected by the anti-cutback rule?
3790. What special rules are related to the anti-cutback rule?

Automatic Survivor Benefits
3791. What plans are subject to the automatic survivor benefit requirements?
3792. What survivor benefits must be provided under a qualified plan?
3793. What is a qualified joint and survivor annuity (“QJSA”)?
3794. What is a qualified preretirement survivor annuity (“QPSA”)?
3795. What is a qualified optional survivor annuity and how can it be used to satisfy the QJSA 
requirements for qualified plans?
3796. Does a plan participant and the participant’s spouse have to be married for a certain length 
of time before QJSA and QPSA requirements apply?
3797. When is a profit sharing plan not subject to QJSA and QPSA requirements?
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3798. What notice requirements apply to qualified plans subject to QJSA rules?
3799. What special rules apply to plans that are subject to QJSA and QPSA requirements?
3800. When may survivor benefits required under a qualified plan be waived?

Required Minimum Distributions
3801. What is the latest date that benefits under a qualified plan can be paid?
3802. What are the minimum distribution requirements for qualified plans?
3803. What is the required beginning date for required minimum distributions from a qualified 
plan?
3804. What minimum distribution requirements apply to individual account plans during the 
lifetime of the employee?
3805. What minimum distribution requirements apply to annuity payouts from a defined benefit plan?
3806. How are the minimum distribution requirements met after the death of an employee?
3807. How are the minimum distribution requirements met after the death of an employee who 
died before the required beginning date?
3808. How are the minimum distribution requirements met after the death of an employee who 
died on or after the required beginning date?
3809. How is the designated beneficiary determined for purposes of the minimum distribution 
requirements?
3810. What are the separate account rules for purposes of the minimum distribution requirements?
3811. When may a trust be a designated beneficiary for purposes of the minimum distribution 
requirements?
3812. Who is the employee’s spouse or surviving spouse for purposes of the minimum distribu-
tion requirements? What is the effect of a QDRO?
3813. What is the incidental benefit rule for qualified plans?
3814. How is an individual taxed when a qualified plan distribution fails to meet the minimum 
distribution requirements?

Alienation of Benefits
3815. What restrictions apply to the assignment or alienation of a participant’s qualified plan benefit?
3816. What is a qualified domestic relations order?

Top-Heavy Plan Requirements
3817. What do the top-heavy rules require with respect to a qualified plan?
3818. When is a single plan top-heavy?
3819. When are multiple plans top-heavy?
3820. How do the top-heavy rules apply to simplified employee pension plans?
3821. Are rollover plans subject to the top-heavy rules?
3822. Are there simplified calculation methods for a top-heavy plan?
3823. What special qualification requirements apply to top-heavy plans?

Miscellaneous Qualification Plans
3824. What other qualification requirements must be met in order for a plan to be qualified?
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Employees and Employers
3825. Who are treated as employees of an employer for purposes of meeting the qualification 
requirements?
3826. What special rules apply to leased employees for purposes of the qualification requirements?
3827. Who are highly compensated employees for purposes of the qualification requirements?
3828. Who is a key employee for purposes of the top-heavy rules for qualified plans?
3829. Who is an owner-employee for purposes of the qualification requirements?
3830. What is a controlled group of corporations?
3831. When are trades or businesses under common control?
3832. What is an affiliated service group?

Retroactive Disqualification
3833. Can the IRS retroactively apply a finding that a plan does not meet qualification requirements?

Employer Deduction
3834. How is an employer’s deduction limited for qualified plan contributions ?
3835. Can an employer contribute property other than money to a qualified plan trust?
3836. When may an employer take a deduction for its contributions to a pension, profit sharing, 
or stock bonus plan?
3837. What other specific rules affect an employer’s deduction for its contributions to a qualified plan?
3838. Are plan expenses deductible by an employer?
3839. How much may an employer deduct if it contributes to more than one kind of qualified plan?
3840. Is there a penalty if an employer contributes more to its qualified plan than it can deduct in a year?

Taxation of Distributions
3841. How are distributions taxes from a qualified plan?
3842. Is an employee taxed currently on the employer’s contributions to a qualified plan?
3843. What method is used to determine the cost of current life insurance protection provided 
in a qualified plan and taxed to common law employee participants?
3844. How is the amount of taxable income determined when cash value insurance is provided 
under a qualified plan?
3845. How is the amount of taxable income determined when term insurance is provided under 
a qualified plan?
3846. How is the amount of taxable income determined when life insurance protection is pur-
chased under a contributory plan?
3847. May the cost of life insurance protection provided under a qualified plan be recovered 
tax-free when benefits are paid?
3848. What are the tax and qualification consequences of a loan from a qualified plan?
3849. What requirements must a qualified plan loan meet to avoid taxation as a distribution?
3850. Must a qualified plan loan be evidenced by a loan agreement to avoid taxation as a distribution?
3851. How long can a qualified plan loan remain outstanding in order to avoid being taxed as 
a distribution?
3852. What repayment requirements must apply to qualified plan loans?

BK-SBM-15TFEMPB-V2-140467-FM.indd   43 10/17/2014   4:06:41 PM



xliv

2015 Tax Facts ON Insurance & Employee Benefits

3853. Are there limits on the amount that can be borrowed under a qualified plan loan?
3854. What other rules apply to loans from a qualified plan?
3855. How do renegotiations, extensions, renewals, or revisions work in the context of qualified 
plan loans?
3856. How does the interest deduction apply to qualified plan loans?
3857. How do refinancing transactions work in the context of qualified plan loans?
3858. Are deemed distributions treated as outstanding loans?
3859. How is an employee taxed on preretirement distributions from a qualified plan?
3860. What is an early distribution from a qualified plan, and what penalties relate to it?
3861. How is an employee taxed on postretirement distributions from a qualified plan?
3862. What is a lump sum distribution? What special tax treatment is available for a lump sum 
distribution from a qualified plan?
3863. How is net unrealized appreciation taxed when employer securities are distributed from 
a qualified plan?
3864. How is an employee’s cost basis determined for an interest in a qualified plan ?
3865. When an employee dies before retirement, how is the employee’s beneficiary taxed on 
a single sum cash payment of the death benefit payable under the employee’s qualified plan?
3866. How is a beneficiary taxed on life income or installment payments of a death benefit under 
a qualified plan when an employee dies before retirement?
3867. How is an employee’s beneficiary taxed on death benefit payments from a qualified plan 
when the employee dies after retirement?
3868. What general rules apply to withholding of income tax from qualified retirement plan benefits?
3869. When are the earnings of a qualified pension or profit sharing trust taxable to the trust or 
to participants? When does trust income constitute unrelated business income?
3870. What is the tax treatment of reversions of trust assets to a plan sponsor?
3871. What are prohibited transactions?
3872. What is a “disqualified person” for purposes of the prohibited transaction rules?
3873. What exemptions to the prohibited transactions rules are provided by the Internal  
Revenue Code?
3874. When is a plan loan exempted from the prohibited transactions rules?
3875. What are the administrative exemptions to the prohibited transactions rules?
3876. What are the penalties for engaging in a prohibited transaction?

Qualified Plans and the Estate Tax
3877. Is the value of a death benefit payable from a qualified plan includable in the employee’s 
gross estate?
3878. Is a death benefit payable under a Keogh plan includable in a self-employed individual’s 
gross estate?
3879. How does community property law affect the estate taxation of qualified plan benefits?

PART IX: ROLLOVER
3880. What is a rollover or rollover contribution and what are its tax effects?
3881. What is a charitable IRA rollover or qualified charitable distribution?
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3882. What is required to roll over a distribution received from a qualified retirement plan or 
an eligible Section 457 governmental plan?
3883. What is an eligible retirement plan for purposes of the rollover rules?
3884. Must a participant receiving an eligible rollover distribution have the option of making a 
direct rollover to another qualified plan?
3885. Is there a safe harbor for plans that are subject to the direct rollover rules?
3886. What notice requirements must a plan satisfy if it is subject to the direct rollover 
rules?
3887. If a rollover is not made through a direct rollover, must income tax be withheld from the 
distribution?
3888. May an individual who is not a participant in a qualified plan roll over amounts received 
from the plan by reason of a divorce or separation agreement?
3889. May a participant who receives a distribution of an annuity from a qualified pension or 
profit sharing plan surrender the annuity and roll over the proceeds?
3890. When may a participant roll over permitted distributions from a Section 403(b) tax 
sheltered annuity?
3891. When may rollover contributions be made from an IRA by the owner of the plan?
3892. Can a required minimum distribution (RMD) from an IRA be rolled over into another 
account?
3893. May a surviving spouse make a rollover contribution?
3894. May a surviving non-spouse beneficiary make a rollover contribution?
3895. How is the 60-day time limit on rollovers applied?
3896. May an individual who has attained age 70½ make a rollover?
3897. May a recipient of a distribution roll over the amount into another person’s individual 
retirement plan?

PART X: SPLIT DOLLAR PLAN

3898. What is a split dollar plan?
3899. What are the income tax results of a split dollar plan entered into, or materially modified, 
after September 17, 2003?
3900. When is a split dollar plan that was entered into or materially modified after September 17, 
2003 governed by the economic benefit theory and what are the tax consequences?
3901. When is a split dollar plan that was entered into or materially modified after September 17, 
2003 treated as a loan and what are the tax consequences?
3902. When will a split dollar plan that is entered into before September 17, 2003 found to be 
“materially modified” so that it is governed by the 2003 regulations?
3903. What are the income tax results of a split dollar plan entered into before September 18, 
2003?
3904. What are the income tax consequences of the transfer or rollout of a policy subject to a 
split dollar arrangement?
3905. What is reverse split dollar and how is it taxed?
3906. What is private split dollar and how is it taxed?
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PART XI: TAX SHELTERED ANNUITIES  
FOR EMPLOYEES OF SECTION 501(C)(3)  
ORGANIZATIONS AND PUBLIC SCHOOLS

3907. What are the tax benefits of a tax sheltered annuity?
3908. What organizations can make tax sheltered annuities available to their employees?
3909. How may a tax sheltered annuity plan be funded?

Contract Requirements
3910. What nine requirements must a tax sheltered annuity contract meet?
3911. What prohibited distribution requirements apply to tax-sheltered annuity plans?
3912. What is the written plan requirement for 403(b) plans?
3913. What nondiscrimination requirements must a tax sheltered annuity meet?
3914. What nondiscrimination requirements apply to tax sheltered annuity plans offering salary 
reduction contributions?
3915. When does an employee participating in a tax-sheltered annuity plan have an “effective 
opportunity” to make elective deferrals for purposes of the nondiscrimination requirements 
applicable to plans that offer salary reduction contributions?
3916. What nondiscrimination requirements apply to a tax sheltered annuity plan that provides 
for contributions other than by salary reduction?

Contributions
3917. What limits are there on excludable contributions to a tax sheltered annuity?
3918. How does the Section 415 limit affect the excludable amount for a tax sheltered annuity?
3919. Are contributions to a 403(b) plan aggregated with other defined contribution plan con-
tributions to determine the Section 415 limitation?
3920. What is the effect of making contributions to a tax sheltered annuity in excess of the 
overall limit?
3921. What is the limit on excludable amounts that may be contributed to tax sheltered annuity 
plans under salary reduction agreements?
3922. What is the special increase to the limit on amounts contributed to a tax sheltered annuity 
plan under a salary reduction agreement for employees who have completed fifteen years of service?
3923. What are the consequences of exceeding the limit on elective deferrals to a tax sheltered 
annuity plan?
3924. Can participants in a tax sheltered annuity plan who are age 50 and over contribute a 
“catch-up” contribution each year?
3925. Are the elective deferral limits for tax sheltered annuity plans coordinated with the limits 
applicable to IRC Section 457 plans?
3926. What special rules apply to tax sheltered annuities for church employees?
3927. What is an excess contribution and an excess aggregate contribution to a tax sheltered 
annuity? What excise taxes apply to them?
3928. What are the requirements for an automatic enrollment provision in a 403(b) plan?
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3929. Can an employer make post-retirement contributions to a tax sheltered annuity on behalf 
of a retired employee?
3930. What is a Roth 403(b) contribution program?

Changing Issuers
3931. May an employee exchange his or her tax sheltered annuity contract for another contract 
within the same plan?
3932. May an employee exchange his or her tax sheltered annuity contract for another contract 
in another 403(b) plan?

Amounts Received Under the Plan
3933. May an employee, the employee’s surviving spouse, or a non-spouse beneficiary rollover 
a distribution from a tax sheltered annuity?
3934. May an employee transfer funds from a 403(b) account to purchase past service credit?
3935. Is an employee taxed on incidental life insurance protection and waiver of premium 
benefits under a tax sheltered annuity contract?
3936. How are dividends under a tax sheltered annuity treated for income tax purposes?
3937. Are amounts borrowed under a tax sheltered annuity taxable income?
3938. How long can a loan under a tax sheltered annuity remain outstanding and still avoid 
treatment as a deemed distribution and inclusion in the participant’s taxable income?
3939. What is the substantially level amortization requirement applicable to a loan taken under 
a tax sheltered annuity that seeks to avoid taxation as a deemed distribution?
3940. Does a loan taken under a tax sheltered annuity plan have to be evidenced by an enforce-
able agreement in order to avoid taxation as a deemed distribution?
3941. Is there a dollar limit on the amount that a participant can borrow under a tax sheltered 
annuity and avoid the loan being treated as a taxable distribution?
3942. When is a loan taken under a tax sheltered annuity considered to be a deemed distribution? 
How does subsequent repayment of the loan, or subsequent failure to repay the loan, impact 
the participant’s ability to receive additional loans?
3943. What is the process for determining whether loans taken under a tax sheltered annuity 
are taxable income when the participant receives multiple loans?
3944. Can loans taken under a tax sheltered annuity be refinanced? What is the effect of a 
refinancing on determining whether the outstanding loans constitute deemed distributions?
3945. When are amounts borrowed under a tax sheltered annuity taxable income as actual distributions?
3946. What is the tax treatment when amounts borrowed under a tax sheltered annuity are 
found to constitute deemed distributions?
3947. Is interest on a loan under a tax sheltered annuity deductible?

Distributions
3948. What distributions from a tax sheltered annuity are subject to a penalty for early or  
premature distributions?
3949. When must distributions begin from a tax sheltered annuity?
3950. What is the effect of failure to make timely distributions from a tax sheltered annuity?
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3951. What minimum distributions must be made under Section 401(a)(9) from a tax sheltered 
annuity during the life of the participant?
3952. How is the designated beneficiary under a tax sheltered annuity determined?
3953. What is the minimum distribution incidental benefit requirement with respect to tax 
sheltered annuities?
3954. How are the minimum distribution requirements met after the death of a tax sheltered 
annuity participant?
3955. How are the minimum distribution requirements met after the death of a tax sheltered 
annuity participant who died before his or her required beginning date?
3956. How are the minimum distribution requirements met after the death of a tax sheltered 
annuity participant who died on or after the required beginning date?
3957. How is the designated beneficiary of a tax sheltered annuity determined after the  
participant’s death?
3958. Are payments received under a tax sheltered annuity taxable income to the employee?
3959. How is a death benefit under a tax sheltered annuity taxed to an employee’s beneficiary?

Social Security and Withholding Taxes
3960. How is a reduction in salary for a tax sheltered annuity treated for Social Security tax and 
income tax withholding purposes?

Excise Taxes
3961. What excise taxes and additional taxes apply to tax sheltered annuity contributions and 
distributions?

Plan Termination
3962. Can a 403(b) plan be frozen or terminated?

PART XII: WELFARE BENEFIT FUNDS
3963. May an employer deduct contributions to a welfare benefit fund to provide medical, 
disability, and life insurance benefits, including postretirement medical and death benefits, for 
employees and independent contractors?
3964. When may an employer deduct contributions to a welfare benefit fund?
3965. What is the limit on the amount an employer may deduct for contributions to a welfare 
benefit fund to provide disability, medical, death, and other benefits to employees and indepen-
dent contractors?
3966. What is the additional reserve for medical benefits of bona fide association plans?
3967. How do supplemental unemployment compensation (“SUB”) and severance pay benefits 
apply in the context of a welfare benefit fund?
3968. How do the aggregation rules apply to welfare benefit funds?
3969. What are the tax consequences to an employer and to a welfare benefit fund if the employer 
contributes excess amounts to the fund?
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3970. What income of a tax-exempt welfare benefit fund is taxable as unrelated business tax-
able income?
3971. What special rules apply if postretirement medical or life insurance benefits are provided 
to a key employee through a welfare benefit fund?
3972. Must a welfare benefit fund providing postretirement life insurance or medical benefits 
meet nondiscrimination requirements?
3973. What is the penalty for providing certain disqualified benefits through a welfare benefit fund?
3974. Must a tax-exempt welfare benefit fund apply for recognition of its tax-exempt status?
3975. What exception applies to a welfare benefit fund that is part of a ten or more employer plan?
3976. What are the circumstances that will cause the IRS to classify a multi-employer welfare 
benefit plan as a listed transaction? What is the penalty that applies for this classification?
3977. What regulations govern the exception for a welfare benefit fund that is part of a ten or 
more employer plan?
3978. What is an experience-rating arrangement and what are the results if a welfare benefit 
plan is found to maintain such an arrangement?
3979. What characteristics indicate a plan is not a ten or more employer plan?
3980. What is an abusive 419(e) plan, and how is it taxed?
3981. What is a 501(c)(9) trust (“VEBA”)?
3982. What are the membership eligibility restrictions that apply to a 501(c)(9) trust (“VEBA”)?
3983. What nondiscrimination requirements apply to a 501(c)(9) trust (“VEBA”)?
3984. Who may control a 501(c)(9) trust (“VEBA”) in order for it to maintain its tax-exempt 
status?
3985. What is the prohibition on inurement of earnings to private individuals that is applicable 
to a 501(c)(9) trust (“VEBA”)?
3986. What benefits can a 501(c)(9) trust (“VEBA”) provide?
3987. What requirements apply to a 501(c)(9) trust (“VEBA”) that provides severance pay 
arrangements?
3988. Are an employer’s contributions to a 501(c)(9) trust (“VEBA”) deductible?
3989. How are contributions to and benefits payable under 501(c)(9) trusts (“VEBAs”) taxed 
to participants?

PART XIII: DISCLOSURE REQUIREMENTS

Disclosure Regulations for Retirement Plan  
Service Providers

3990. What are the fee disclosure requirements imposed by the Department of Labor (“DOL”)?
3991. What is the purpose of the Department of Labor (“DOL”) 408(b)(2) covered service 
provider disclosure regulations?
3992. What disclosures are required under the 408(b)(2) regulations?
3993. When does a service provider arrangement result in a prohibited transaction?
3994. Does a plan fiduciary still have to evaluate the reasonableness of compensation paid under 
a service provider’s arrangement?
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3995. How can a covered service provider correct a prohibited transaction arising from a failure 
to timely disclose required information?
3996. What penalties typically apply if there has been a prohibited transaction?
3997. What does a responsible plan fiduciary need to do to avoid the penalties of a prohibited 
transaction from a disclosure failure?
3998. Are new fiduciary responsibilities imposed upon plan fiduciaries under the DOL 408(b)(2) 
regulations?
3999. What is a responsible plan fiduciary?
4000. What is a reasonable service provider agreement?
4001. What are covered service providers?
4002. What plan services are impacted by the 408(b)(2) regulations?
4003. Are any service providers exempt from providing these disclosures to a covered plan?
4004. What disclosures will a bundled service provider need to provide?
4005. What are the general (or “initial”) required 408(b)(2) disclosures?
4006. How is a service provider’s expected compensation to be disclosed?
4007. What additional disclosures are required for fiduciaries and covered service providers who 
provide investment and recordkeeping services?
4008. What is the required format for the disclosures that service providers must make under 
the DOL regulations?
4009. When must covered service providers make the 408(b)(2) disclosures required under the 
DOL regulations?
4010. Are covered service providers required to make any subsequent disclosures after the initial 
disclosure is provided as mandated by the DOL regulations?
4011. Do the final regulations provide any protection for a responsible plan fiduciary if a covered 
service provider does not provide the required disclosures?
4012. What disclosures are required of a broker who sells a security to a defined benefit pen-
sion plan?
4013. What disclosures are required if a broker sells securities to a 401(k) plan?
4014. What disclosures are required of a CPA who reconciles a plan’s participant records?
4015. What disclosures are required of a 401(k) plan’s third party recordkeeper?
4016. What is the purpose of the Department of Labor (“DOL”) Section 404(a)(5) participant 
disclosure regulations?
4017. What plans do the 404(a)(5) participant fee disclosures apply to?
4018. What information must be disclosed to plan participants under the 404(a)(5) regulations?
4019. What information must be included in the “general disclosures” section of a 404(a)(5) 
disclosure?
4020. What information relating to administrative expenses must be included in a 404(a)(5) 
disclosure?
4021. What information must be disclosed relating to individual expenses under the 404(a)(5) 
disclosure regulations?
4022. What disclosures must be made with respect to investment-related information under 
the 404(a)(5) disclosure regulations?
4023. What is a designated investment alternative?
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