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Based on exit polling, the mood at Democratic events 
(i.e., parties) early on was euphoric, while the mood 
at the Republican events was something akin to the 
waiting room at a hospice.  Sometime around 9:00 
p.m. EST, however, the competing events started 
to take 180 degree turns.  As expectations began 
to change dramatically, so did the emotions of 
participants.  Rarely have Republicans been so 
emboldened and Democrats so severely dejected.  In 
many respects, these reactions were due to the pre-
election predictions by the media and pollsters that 
led many in DC to believe that, although close, Kerry 
would likely win and that even the Senate could ÿip 
to Democratic control.  These now-proven incorrect 
predictions have resulted in a Republican victory that 
is being perceived in a more grandiose manner than 

First, some personal ones:  I thought I was prepared to 
be President.  I had worked out with my partners the 
fact that I wasnõt going to be around much.  I had an 
agenda and I had worked out most of my self-doubts.  
Turned out I was wrong.  I wasnõt really prepared for 
the degree to which every buck in the place had to 
stop at my desk, and the agenda that I had so carefully 
worked out lasted only a couple of months.  All of that 
said, however, I got an enormous amount out of being 
President of ASPPA; and, in the end, I realize that I 
thoroughly enjoyed it.  But enough about me.
We accomplished a great deal this year.  To a 
large extent, these accomplishments resulted from  

what might be more objectively assessed based on 
historical measures.
Bushõs re-election is relevant because the perception 
of a Presidential/Republican mandate will have a 
dramatic impact on the domestic policy agenda.  To 
some degree, the material increase in Republican 
control in the Senate (there are now 55 Republican 
senators) will have more of an effect than the 
Presidentõs victory.  There will be an ideological 
shift to the right that will, in the short term, focus 
congressional attention on major policy initiatives 
such as Social Security and tax reform, which have 
the potential of dramatically impacting the private 
retirement plan system.  If the Senate had remained 

initiatives put into place in prior years, although I 
hope you will thank all of your elected and appointed 
leaders for the energy they put into this past year and 
their willingness to take on new challenges.  Here is 
a list of what I consider to be our most signiþcant 
accomplishments:
1. We adopted the strategic plan that had been worked 

on for the last three or four years.  I believe this 
will help guide our actions as an organization for 
many years to come.

2. We þnally completed the name change that had 
been in the works for decadesñand now what 





From the Editor

 

Being òcatch-up eligible,ó therefore, 
implies that you either already are, 
or soon will be, ofþcially òover the 
hill.ó If you are a pessimist, you might 
also realize that your glass (or at least 
your òhourglassó) is half-empty, since 
most likely your life is at least half 
over. However, if you are an optimist, 
you will understand that your glass is 
actually half-full. Over the past 50 
years, you have had the good fortune to accumulate 
many wonderful memories and life experiences.
Here are a few things to look forward to as you become 
òcatch-up eligibleó:
Å AARP membershipñenjoy many discounted goods 

and services
Å Your þrst colonoscopyñnot much more to say about 

this one!
Å Wrinkles, hot ÿashes, hair loss, hair gainé
Å Finding yourself more often at a loss for words (or 

at least for a speciþc word or name!)
Å Your body parts òcatching upó to your yearsñ

experience þrsthand the effects of 50 years of food, 
fun, sun, sports, lifestyle, etc.

Å Feeling like you might have some òcatching upó 
of your own to do (e.g., spending more time with 
family, renewing old friendships, repairing strained 
relationships, taking more time to do the things you 
want to do and visiting the places youõd like to see)

Å Becoming an empty nester (if youõre not already 
there)ñonce you adjust, this new phase of your life 
can be wonderful

Å More feelings of gratitudeñtoward your parents and 
your mentors, as the wisdom of your age allows you 
to truly appreciate all they did for you

Å Getting closer to retirementñand realizing the value 
of those òcatch-upó contributions!

In case you are wonderingñyes, I 
became catch-up eligible this year. By 
the time you read this editorial, I will 
have met òThe Big 5-0ó head-on. In 
preparation for the big event, Iõve been 
reading, surþng the Web and asking 
others for advice in order to gather 
thoughts of wisdom about reaching 
this milestone. Hereõs an excerpt of 
my compilation:

Å Make your Top Ten List (or Top 50, if you are 
adventurous) of things you want to doñAND 
START DOING THEM! (Check out the book by 
Patricia Schultz, 1,000 Places to See Before You Die.)

Å Keep having fun! (Fun, unlike memory, hair and 
muscle mass, does not have to be lost!)

Å Get together with a group of your high school 
classmates and have one big 50th birthday bash! 
(Remember, most of them become òcatch-up 
eligibleó the same year you do!)

Å Write down 50 things that you like about yourself 
or your life. Put the list in a safe place and refer to 
it when you are having a bad day.

Å Take advice from the country hit song by Tim McGraw, 
Live Like You Are Dying, and òlove a little deeper and 
speak a little sweeter.ó (I think Iõll pass on the sky-diving 
and rocky mountain climbing, however!)

Å Make a list of 50 of your favorite people and do 
something special or say something special to 
each of them in the upcoming months.

Å Count your blessings, not your years.
How do I feel about turning 50? Great! (After all, 
things could be worse. I could be writing about required 
minimum distributions!) Iõm off to one of my favorite 
islands to celebrateéan inviting beachéa little Jimmy 
Buffet musicéCheeseburger in Paradise. And, of 
course, some extra òcatch-upó with that cheeseburger, 
please.  s
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Letters to the 
Editor

I just read your article on the òtwo Ps dilemma.ó I 
thought it was excellent! I have been a strong supporter 
of this change for a couple of years. I am an actuary, 
and I also agree with the two P approach.
Anyway (as I said), I thought your article was both 
upbeat and informative. It brightened my day a bit, 
so THANKS!

David Lipkin, MSPA
Metro Beneþts, Inc.

Pittsburgh, PA

éand thanks for brightening our day as well!
ñChris

Chris,
Hope all is well.  I enjoyed your latest editorial (Two 
Ps or Not Two Ps), as I enjoy every month.  So now 
for the big questionñAre we MSPAs or MSPPAs?

Steven I. Alin, MSPA
Pension Design Services, Inc.

Melville, NY

Thanks for the comment on the editorials. I enjoy 
writing them each month and am glad that you 
enjoy reading them.
According to a vote of ASPPAõs Board of Directors 
when the name change was proposed, your MSPA 
designation remains òMSPAó even though we 
have added an extra P to ASPPAõs name. Your 
designation stands for Member, American Society 
of Pension Actuaries (yes, the old name), as it 
always has.

ñChris



Fun with Earned Income

The question often arises as to what earned income 
is, what it includes and what it does not include. 
Since the rules do not acknowledge the difference 
between compensation and earned income, the real 
question becomes how to properly determine earned 
income for use in the nondiscrimination testing and 
for deductibility purposes.
There are three answers to this question:
The þrst answer, which is short, easy and 100% 
correct, but often not practical, is òask the CPA.ó
The second answer, which is not quite as short, is that 
earned income is the amount of money that the self-
employed individual receives for services performed 
for the business that is paying the money. It is not the 
money the individual is paid because the individual 
put money into the business so that it could operate. 
The individual must actually perform some act for the 
business for a payment to be òearned.ó
That sounds way too logical, though. So, the third 
answer, which is what the balance of this article will 
address, is the IRSõ answer. The IRSõ answer, for the 
most part, is a worksheet, which has been partially 
translated (see page 7).
Partners and other self-employed individuals face 
unique issues regarding their earned income. The 
Internal Revenue Code provides that òearned 
incomeó must be used in place of òcompensationó 
when computing the deductible limit under IRC 
Section 404(a)(3). IRC Sections 404(a)(8) and 401(c) 
provide the rules and deþnitions for plans that cover 
self-employed individuals. Self-employed individuals 
may be partners in a partnership or sole proprietors.
It is important to note that owners of S-Corporations 
are not considered self-employed, at least for purposes 
related to qualiþed retirement plans, regardless of how 
they may be treated under other Code provisions. 
For purposes of IRC Sections 404, 415, etc., S-
Corporations are treated just like C-Corporations. 
The IRS has ruled that S-Corporations and their 
shareholders must establish and operate qualiþed 
plans at the corporate level, even though all proþts 
and losses pass through to the shareholders. Owners 
of an S-Corporation who also work for the business 
are paid compensation, which is (or is supposed to 
be) reported on a W-2. Other payments that are made 

to the owner of an S-Corporation are, well, òother 
payments,ó but they are not compensation and cannot 
be used as such under a qualiþed retirement plan. 
Also note that it is the reason for the payment that 
determines whether the payment is compensation 
or something else. Reporting income on a W-2 does 
not make it compensation, any more than reporting 
compensation on a 1099 makes it something other than 
compensation. (Just ask Microsoft.) The underlying 
reason for the payment determines how the payment 
is categorized. But, enough with corporations.
Earned income for partners in a partnership and 
self-employed individuals is deþned (in IRSpeak) as 
income after all ordinary and necessary business 
expenses, less one-half of the individualõs self-
employment tax and less the qualiþed plan contrib-
ution. Earned income includes salaries, wages, 
tips and professional fees. It also includes taxable 
scholarship and fellowship grants. Earned income 
can include payments such as property royalties from 
books or inventions as long as the payments represent 
the individualõs personal effort. Earned income can 
also include net earnings from selling or otherwise 
disposing of property, but does not include capital 
gains. It also includes income from licensing the use 
of property other than goodwill.
Unearned or passive income includes investment-
type income such as interest, dividends and capital 
gains. It also includes unemployment compensation, 
taxable social security beneþts, pensions, annuities 
and distributions of unearned income from a trust.
The question of whether income is earned or passive 
is one that should be answered by the sponsorõs 



accountant. Earned income can be used for plan 
purposes; unearned or passive income cannot. 
Generally, in the case of an S-Corporation shareholder, 
K-1 income represents a return on investment (pass 
through income) and not compensation for service 
performed, and therefore cannot be used as plan 
compensation.
This position has been conþrmed by the appellate 
court in Durando v. US [70 F.3d 548, 19 EBC 2191 
(9th Cir. 1995)]. The court found that S-Corporation 
shareholders may not treat pass-through income 
as net earnings from self-employment for (in this 
case) Keogh plan deduction purposes, even though 
they performed services for the corporation. The 
court reasoned that IRC Section 401(c) extends the 
deductibility of qualiþed retirement plan contributions 
to the self-employed by expanding the deþnition of 
òemployeró to include a sole proprietor or a partner 
in a partnership but does not include shareholders of 
S-Corporations.
As used under a qualified plan, earned income 
must be reduced by one-half of the individualõs 
self-employment tax, and then by the deduction 
allowed for contributions to a qualiþed retirement 
plan, including the contributions allocated to the 
self-employed individual.
Generally, a self-employed individual will report 
earned income for federal tax purposes using either 
a Schedule C or a Schedule K-1. According to IRS 
Publication 560, Chapter 5, the starting point is one 
of the following, depending on the speciþc form þled 
by the individual:
Å Form 1040, Schedule C, line 31;
Å Form 1040, Schedule C-EZ, line 3;
Å Form 1040, Schedule F, line 36; or
Å Form 1065, Schedule K-1, line 15a*.
*General partners should reduce this amount by the 
same additional expenses subtracted from line 15a to 
determine the amount on line 1 or 2 of Schedule SE.

Sole proprietors report ònet proþtó on line 31 of their 
Schedule C attachment to Form 1040. This amount is 
reduced by one-half of their FICA contributions. The 
self-employed individual pays a 15.3% tax rate until 
he or she reaches the taxable wage base ($87,900 in 
2004). Income over the wage base is taxed at a rate 
of 2.9%. For a partner, line 15 of the partnerõs K-1 
(line 15) is used instead of Schedule C.
If the individual is under the wage base, multiply the 
line 31 or line 15 amount by .9235 [1-(15.3%/2)] to 
reduce his or her income for self employment taxes. If 
his or her income exceeds the wage base, then reduce 
the line 31 amount by the sum of (1) $6,724.35 and 
(2) 1.45% of his or her income in excess of the wage 
base (see the example that follows). 

Once you are to this point, it will be necessary to 
remember your algebra. The maximum deductible 
contribution is calculated using the following formula: 
x = .25(yðx)
Where x = the contribution limit (25% in this example) 
and y = line 8
$18,620.04 = .25*($93,100.20-$18,620.04)
If you want to do it the easy way, just multiply line 
8 by 20%.
If the self-employed individual has employees, then 
the calculation becomes complicated because the net 
proþt reported on line 31 or line 15 must take into 
account the plan contribution on behalf of the common 
law employees. The calculation is the same as above 
except that the line 31 or 15 is þrst reduced by the 
contribution made to the common law employees.
If the self-employed individual has more than one 
business, but only one has a retirement plan, then only 
the earned income from that business is considered 
for that plan. Additionally, if the individual has more 
than one business, and both businesses adopt the 
plan, the earned income (and employees, if any) is 
aggregated. In effect, this arrangement would be a 
controlled group. However, if one of the businesses 
has a loss for the year, the earned income from that 
business is zero. There is no such thing as negative 
earned income, which means that earned income from 
one business is not netted with or reduced by a loss 
in the other business.
The worksheet on page 7 can assist a plan admin-
istrator in calculating earned income to be used for 
the deductibility of contributions for plans covering 
partners in a partnership or for self-employed 
individuals. It is strongly recommended, however, 
that the employerõs accountant be consulted to clearly 
distinguish earned income from passive income. s



1 General partners should reduce this amount by the same additional expenses subtracted from line 15a to determine the amount on line 1 or 2 
of Schedule SE.



we call ourselves truly reÿects, in my view, who 
we are.

3. We achieved a revamping of the Education and 
Examination (E&E) program to create a partnership 
between professional educators and volunteers who 
will bring their practical day-to-day experience to 
bear on the process.  This new structure will, I be-
lieve, advance our E&E program to an even higher 
level of value in the beneþts world.

4. We brought in senior level professional staff to pro-
vide leadership for the most signiþcant segments 
of ASPPAõs business, created a new management 
structure for how we conduct our affairs and recog-
nized the true partnership between our professional 
staff and our volunteer leaders.

5. We gave þnal approval to the structure and name for 
a proposed new professional designation for sales 
professionals that we will ask the membership to 
vote on within the next few months.  If approved 
by the membership, this new designation will help 
ASPPA achieve the goal of being the organization 
to which every retirement plan professional must 
belong.

6. We began the planning for our historic joint confer-
enceñMeeting Midwayñwith the Western Pension 
& Beneþts Conference which will combine our 
Summer Conference with their Annual Confer-
ence.  We also began the planning for a þrst ever 
conference jointly sponsored by ASPPA and the 
US Department of Labor, which will be held 
this April.  

Looking back on this list of achievements, I believe 
we have created opportunities that will enhance the 
value of your membership and provide not only more 
services to our members but also to the entire pension 
community.
None of these things could have been accomplished 
without the vision and hard work of many people.  
The most recent strategic planning process started 
under George J. Taylor, MSPA, and was continued 
by Craig P. Hoffman, APM.  The name change and the 
new sales professionals designation initiatives began 
under the leadership of Scott D. Miller, FSPA, CPC.  
Discussions with the Western Pension & Beneþts 
Conference began under the leadership of Craig 
Hoffman.  The heavy lifting to þgure out the details 
of the new sales professionals designation would not 
have happened without the leadership of Chris L. 
Stroud, MSPA, who chaired the Sales Professionals 
Task Force for two years.  The opportunity for the 
conference with the Department of Labor could not 
have happened without initiatives started a decade 
or more ago by Pat Byrnes, MSPA, and Fred Reish, 
APM, although we have Brian H. Graff, APM, to 
thank for actually pulling this together.  
If it sounds like Iõm proud of what the leadership 
did this year, itõs because I am.  Thatõs not to say 
there isnõt more to do.  Stephen H. Rosen, MSPA, 
CPC, ASPPAõs new President, and his team will 
have to consolidate the E&E reorganization.  Steve 
is also anxious to get a handle on how to create true 
opportunity for all members who wish to volunteer 
their services to ASPPA.  And we must come to grips 
with how we provide more valuable services to our 
senior professional members, the actuaries and the 
Certiþed Pension Consultants.  I wish the current 
leaders all the best in achieving these goals.
Sometimes we are given an opportunity to do 
something that matters.  I had that opportunity this 
past year, and I hope that ASPPAõs achievements 
during my year of stewardship will prove beneþcial 
to you in your daily business lives and to the entire 
employer-based retirement system. s
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Applying ERISA and the Code to 
Governmental Plans

Practitioners who have spent their careers handling 
the administrative and consultative aspects of private 
sector retirement plans face unique challenges if 
they decide to expand into the government sector.  
As issues arise, blindly following the requirements 
of the Internal Revenue Code (Code) or 
ERISA that apply to private sector plans 
can lead to trouble.  Becoming involved 
with governmental plans requires a 
separate mindset and recognition that 
many sections of the Code and most 
sections of ERISA will no longer be the 
only guides to addressing issues that may 
arise.  Since governmental plans are not 
subject to ERISA preemption, familiarity 
with relevant state law and case law will 
become necessary.

As identically deþned in both the Code and ERISA, 
a ògovernmental planó is a plan established or 
maintained for its employees by the government of 
the United States, by the government of any state 
or political subdivision thereof or by any agency or 
instrumentality of any of the foregoing.

Contrary to the belief of many practitioners, 
governmental plans are not entirely exempt from 
ERISA.  Governmental plans are exempt from the 
reporting and disclosure, vesting, participation, 
funding, þduciary conduct and civil enforcement 

requirements of Title I as well as the deþned beneþt 
plan termination insurance requirements of Title IV.  
However, Title II of ERISA, which mirrors the tax 
provisions that establish qualiþcation rules, has some 
applicability to governmental plans.

While governmental plans are not subject 
to the þduciary requirements of ERISA, 
many states impose a þduciary standard 
that is very similar to ERISA, while other 
states impose a prudent person standard.  
In fact, many states dictate the planõs 
asset allocation mix.  For example, for 
plans maintained by state agencies in 
Georgia, state law generally requires 
that 55 percent of plan assets be invested 
in equities with the remaining 45 percent 
invested in þxed income securities.

The tax-qualiþcation requirements for governmental 
plans are much less stringent than the requirements 
found in the private sector.  Code Section 401(a) 
details the requirements that a qualiþed plan must 
meet in order to be considered a tax-qualiþed trust.  
Many of the most complicated rules found in Code 
Ä401(a) are not applicable to governmental plans.  In 
order to identify the differences in the qualiþcation 
requirements for governmental plans, specific 
exemptions from the requirements of Code Ä401(a) 
are outlined on page 16.



equally divided (e.g., 51-49 or 50-50), it would have 
been much less likely that such issues would be 
seriously considered.  
Summarized below are three signiþcant policy issues 
that ASPPAõs Government Affairs Committee expects 
to be dealing with over the next two years, with some 
analysis on how the debate was impacted by the 
election outcome.  As you will see, these are major 
issues with potentially serious implications for the 
private retirement plan system.  In the coming years, 
ASPPAõs Government Affairs Committee will likely 
be dealing with some of the most critical issues it has 
ever faced.  It goes without saying that your support 
for ASPPA and ASPPAõs Political Action Committee, 
ASPPA PAC, has never been needed more.

There will most certainly be a push in the new 
Congress for fundamental tax reform.  More than 
any other issue, this one probably represents the most 
signiþcant threat to the employer-based retirement 
plan system.  No matter what happens, it is critical 
that appropriate incentives be retained to ensure the 
continued formation and maintenance of workplace 
retirement plans.  Such plans have been the only 
effective means for encouraging low-to-moderate 
income workers to save.  These workers are a 
startling 11 times more likely to save when covered 
by a workplace retirement plan than when not.  This 
outcome is because of the power of the match, the 
convenience of payroll deduction and the culture of 
savings fostered on the job.
The debate over tax reform will most likely follow 
one of two models.  The þrst is the consumption 
model of tax reform, which is favored by a number 
of conservative think tanks.  The consumption model 
generally would replace our existing tax code with 
either a national sales tax or a value-added tax on 
goods and services. Income on investments would 
be completely exempt from tax.  
Critics of the consumption model of taxation argue 
that it is unfairly regressive, placing a proportionally 
greater tax burden on lower income families.  There 
are ways to address these criticisms, however.  For 
example, basic goods and services, such as groceries 
and medical care, could be exempt from tax or 
subjected to a reduced rate.  This savings could be 
offset by higher rates on so-called òluxuryó goods and 

services.  Obviously, such distinctions are hampered 
by an inherent subjectivity.
The think tank proponents of the consumption model 
of tax reform believe the most important objective 
is to create a tax system that increases savings in 
the aggregate.  In their view, the most efficient 
way to accomplish this goal is to tax consumption 
and not savings. However, these proponents of 
the consumption model ignore the important role 
played by employer-sponsored retirement plans 
in generating savings by lower income families.  
Increasing savings in the aggregate, but at the expense 
of reduced savings rates by low-to-moderate income 
workers, will actually hurt the economy in the long 
run by increasing the number of individuals who 
will ultimately be dependent on the government for 
support.  Any tax reform must be neutral with respect 
to savings rates on a distributional basis.  The best way 
to accomplish this goal in any consumption model 
of tax reform would be to maintain the critical role 
of workplace retirement plans with a proven track 
record of producing savings by lower income workers.  
This scenario is theoretically possible, albeit with 
challenges, in a consumption model of tax reform 
through the use of targeted employer tax credits since 
employers will chieÿy be responsible for remitting 
either a national sales tax or value-added tax on goods 
and services.
In some respects, it is hard to imagine that the members 
of the House Ways and Means Committee and the 
Senate Finance Committee will entirely abandon 
the current income tax system, with the attendant 
power that comes along with providing particular 
tax breaks, in favor of a consumption model of tax 
reform, which would largely eliminate such power.  
Instead, a simpliþcation model of tax reform, similar 
to what occurred with the Tax Reform Act of 1986, 
seems more politically plausible.  The objective of 
this model would be to greatly increase the number 
of taxpayers who could þle the Form 1040-EZ or who 
might not even have to þle at all.  Such a model could 
include a ÿattening of tax rates with a higher standard 
deduction so that only a relatively small percentage 
of taxpayers would need to itemize.  
Since the simpliþcation model still employs a tax 
based on income, it allows for the retention of 
certain politically popular tax deductions, such as 



home mortgage interest and charitable deductions.  
Critically, ASPPA would need to make sure that the 
deduction for retirement savings (e.g., the exclusion 
of elective deferrals) is also maintained.  
Although the simplification model, as opposed 
to the consumption model, would appear to be a 
much more palatable approach to tax reform, there 
are some potential significant pitfalls.  Chiefly, 
there would likely be a push to further reduce the 
tax on capital gains and dividends.  Remember in 
2001, the President wanted to eliminate any tax 
on dividends.  The insurance industry would also 
heighten pressure for enactment of its proposal for 
reduced taxes on nonqualiþed annuity distributions, 
which was discussed in my article in the last issue of 
The ASPPA Journal.  ASPPAõs Government Affairs 
Committee would oppose these efforts since without 
some comparable treatment for qualiþed retirement 
plans, they would make workplace plans less attractive 
on a relative basis, particularly from the perspective 
of the small business owner.

Even before there is serious consideration of 
fundamental tax reform, the Bush Administration may 
þrst propose a dramatic overhaul of our nationõs Social 
Security System.  Although details of the proposal 
have not been þnalized, the proposal will likely permit 
working Americans below a certain age to divert up 
to a certain percentage of the payroll tax collected 
on their behalf into a private account. Although this 
proposal will no doubt be extremely controversial 
(many Democrats view the deþned beneþt nature of 
Social Security to be sacrosanct), there appears to be 
more momentum than ever before for a proposal like 
this one in light of the Republican victory. 
Although ASPPA currently has no formal position on 
the merits of any privatization proposal, we do believe 
it is crucial that any such proposal do no harm to the 
current private retirement plan system.  There is some 
reasonable concern that the existence of the private 
accounts could lead some low-to-moderate income 
workers to believe that it is no longer necessary for 
them to save as much in private retirement savings 
vehicles [i.e., IRAs and 401(k) plans].  Such concerns 
could perhaps be allayed, however, with a more 
robust SAVERõs credit available for only additional 
retirement savings in such vehicles.  Regardless, it is 
extremely important that any possible changes to the 
Social Security system coordinate with and respect 
the important role played by the private retirement 
plan system.
Another important issue surrounding these proposals 
is how the accounts will be administered.  Most 
likely the government will be responsible for 

account recordkeeping and will provide workers 
with a limited number of investment options, 
perhaps similar to the Thrift Savings Plan for federal 
employees. Some economists have raised concerns 
that if investment options are too limited, they might 
lead to an inefþcient concentration of assets in certain 
investments.  There will likely be a push from certain 
circles to expand the investment options.

The prospects for these proposals (details discussed 
in previous The ASPPA Journal articles and in ASPPA 
asaps) directly hinged on the Presidentõs reelection.  
The proposals will most certainly be included 
again in the Administrationõs budget proposals for 
next year.  Further, it is fairly certain that at least 
the LSA and RSA will be introduced by multiple 
Republican members of Congress in both the House 
and the Senate.  As of yet, there does not appear to 
be signiþcant congressional interest in the ERSA 
proposal, but that could change.
The good news is that the LSA/RSA/ERSA proposals 
will be this yearõs revised proposals (reflecting 
changes requested by ASPPA), as opposed to the 
original proposals.  So, for example, the LSA and 
RSA contribution limits will be $5,000 (not $7,500), 
and there will be no proposal to repeal cross-testing.
The real question is whether these proposals will 
get crowded out by bigger picture proposals such 
as fundamental tax reform.  In a real sense, the 
consumption model of tax reform discussed earlier 
is really òLSAs on steroids.ó In other words, the 
consumption model would have the effect of creating 
an unlimited LSA with no investments subject to 
tax.
On the other hand, assuming Congress gravitates 
toward more of a simplification model of tax 
reform, as discussed above, LSAs and RSAs could 
play a prominent role by giving the proponents of 
a consumption model at least a piece of what they 
are really looking for.  The bottom line is that these 
proposals will likely be part, but not the centerpiece, 
of a larger tax debate. s



Monthly Compliance Calendar

The Monthly Compliance Calendar provided on 
pages 13-15 has been designed by AccuDraft, Inc. to 
help practitioners keep track of the many deadlines 
associated with operating a beneþt plan.  It is impor-
tant to note that, except where otherwise indicated, 
these dates are based on a calendar year plan year.  
For plans on some other 12-month period, the months 
should be adjusted assuming that January is the þrst 
month of the plan year.  For example, if the plan 
year begins on April 1, the conversion would be as 
follows:

January = April
February = May
March = June
April = July

May = August
June = September

July = October
August = November

September = December
October = January

November = February
December = March

This list is by no means exhaustive, but it is meant to 
highlight the general compliance deadlines.
It is important to note that the DOL, unlike the IRS, 
does not recognize the weekend/holiday rule. 
The DOL does not provide for an extension merely 
because the deadline for providing the employee 
beneþt statement, for example, falls on a weekend or 
holiday. It is recommended that, in such an event, the 
employer provide the statement by the last business 
day that precedes the deadline. s
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JANUARY REMINDERS
I Recurring Deadlines:

II  January 1
III January 15

IV  January 31

MARCH REMINDERS
I Recurring Deadlines:

II  March 15

FEBRUARY REMINDERS
I Recurring Deadlines:

II February 10

III March 31

APRIL REMINDERS
I Recurring Deadlines:

II April 1

III April 13

IV April 15

V April 30

III February 28



MAY REMINDERS: 
I Recurring Deadlines:

JUNE REMINDERS:
I Recurring Deadlines:

JULY REMINDERS: 
I Recurring Deadlines:

II July 15

III July 28

IV July 31

AUGUST REMINDERS: 
I Recurring Deadlines:

II  August 15
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SEPTEMBER REMINDERS: 
I Recurring Deadlines:

II September 15

III September 30

OCTOBER REMINDERS: 
I Recurring Deadlines:

II  October 1

 
 

III October 15

NOVEMBER REMINDERS: 
I Recurring Deadlines:

II November 1

III November 15

 

DECEMBER REMINDERS: 
I Recurring Deadlines:

II December 1

III December 15

IV December 31


