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Thursday, May 22 2014                                                                                    WRM# 14-20  

The WRMarketplace is created exclusively for AALU Members by the AALU staff and 
Greenberg Traurig, one of the nation’s leading tax and wealth management law firms. The 
WRMarketplace provides deep insight into trends and events impacting the use of life insurance 
products, including key take-aways, for AALU members, clients and advisors. 

______________________________________________________________________________ 
 
TOPIC: IRS Issues Guidance Facilitating Rollovers into Tax-Qualified Plans.  

MARKET TREND:  Recent IRS guidance should facilitate tax-qualified plan and IRA 
“rollovers” by providing safe harbors that allow qualified plans to accept such rollovers without 
risking their tax-qualification. 

SYNOPSIS:  To encourage savings for retirement, the tax law does not impose income tax on 
amounts rolled over from a tax-qualified plan or IRAs into a similar vehicle.  Some qualified 
plan sponsors, however, have been reluctant to allow such rollovers because accepting amounts 
ineligible for rollover could jeopardize the tax-qualified status of their plans.  Recently issued 
Rev. Rul. 2014-9 should minimize this reluctance by expanding existing safe harbor rules 
allowing plan administrators to “reasonably conclude” that a rollover contribution is valid and 
thus unable to jeopardize the tax status of the qualified plan.  The new safe harbors focus on 
steps to verify that (1) a distributing plan is a qualified plan, (2) the amounts rolled over comply 
with the terms of the receiving plan, and, (3) in the case of roll-overs from other qualified plans 
(as opposed to IRAs), the amounts do not impermissibly include required minimum distributions. 

TAKE AWAYS:  With Rev. Rul. 2014-9, qualified plan administrators can now accept rollover 
distributions with greater flexibility without fear of jeopardizing the tax qualified status of their 
plans.  This expanded roll-over flexibility allows a plan sponsor to offer enhanced benefits to its 
executives and employees., Thus, advisors to these plans should assist their clients in becoming 
familiar with the new, more relaxed rules, modifying plan administrative procedures, as 
necessary, and/or adding the acceptance of direct rollovers to plans that currently do not allow 
them.   

MAJOR REFERENCES:  Rev. Rul. 2014-9 

To encourage individuals to save for retirement, the Internal Revenue Code (“Code”) does not 
tax distributions from a tax-advantaged retirement vehicle, such as a qualified retirement plan or 
an IRA, if they are rolled over to another such vehicle.  Requests for such rollovers frequently 
accompany changes in an individual’s employment, as many individuals prefer to keep their 
retirement asset consolidated and managed under as single plan.  Some qualified plan sponsors, 
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however, have been reluctant to accept roll-overs for fear of jeopardizing their qualified status if 
the rolled-over money did not come from a tax-qualified vehicle. 

To address this issue, the Treasury Regulations include safe harbors that, if satisfied, protect a 
receiving plan’s qualified status in connection with its receipt of a rollover contribution.  Last 
month, the IRS issued Rev. Rul. 2014-9, which further expands these safe harbors. 

PREVIOUS GUIDANCE 

Initial Safe Harbor Rules.  Treas. Reg. § 1.401(a)(31)-1, Q&A-14 contains the original safe 
harbor rules for a qualified plan’s acceptance of rollovers, which treats rollover contributions as 
valid (“valid rollover contributions”):  

(1) If the plan administrator of the receiving plan “reasonably concludes that the 
contribution is a valid rollover contribution;” and 

(2) If the plan administrator later determines that the contribution was invalid, the 
amount of the invalid contribution, plus attributable earnings, is distributed to the 
employee within a reasonable time after the subsequent determination. 

Valid rollover contributions will not jeopardize the receiving plan’s tax-qualified status.  

Reasonable Conclusion of Valid Contribution.  By way of example, the Treasury Regulations 
indicate that a receiving plan administrator can reasonably conclude that a contribution is a valid 
rollover contribution, if, in the case of a direct rollover from one plan to another: 

• The employee provides the receiving plan administrator with a letter from the
distributing plan administrator stating that the distributing plan has a favorable
determination letter from the IRS concerning its qualified status, or

• The receiving plan administrator relies on a letter from the distributing plan 
administrator representing that the distributing plan is intended as a qualified plan and 
the distributing plan administrator is not aware of any plan provision or operation that 
would result in the disqualification of the distributing plan.

The Treasury Regulations also contain examples that apply to distributions of the rollover 
amount to the plan participant or IRA holder, with a subsequent transfer by the participant to the 
receiving plan (as opposed to a direct rollover). 

REV. RUL. 2014-9 

Rev. Rul. 2014-9 provides additional examples of situations that produce valid rollover 
contributions, which effectively generates new safe harbors for qualified plans and IRAs 
accepting rollover contributions. 

Situation 1: Direct Rollover Between Qualified Plans.   In Situation 1, a participant makes a 
direct rollover from one qualified plan to another by delivering to the receiving plan trustee a 
check from the distributing plan made payable to the receiving trustee for the participant’s 
benefit. The participant provides the receiving plan administrator with (1) the name of the 
employer sponsoring the distributing plan, (2) a check stub identifying the distributing plan as 
the source of the funds, and (3) a certification that the distribution does not include after-tax 
contributions or amounts attributable to designated Roth contributions (which are not accepted 
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by the receiving plan). Upon receipt of the check, the receiving plan administrator accesses the 
Department of Labor’s EFAST2 database and reviews the distributing plan’s most recently filed 
Form 5500 to ascertain that the Form 5500 does not include the code indicating that the 
distributing plan is not intended to be qualified under Code §§ 401, 403 or 408. 

Situation 2:  Rollover from Traditional IRA to Qualified Plan.  In Situation 2, the rollover is 
made to the same receiving plan as in Situation 1, but the rollover contribution comes from a 
traditional (non-inherited) IRA maintained in the participant’s name.  Again, the participant 
delivers to the receiving plan a check from the IRA trustee made payable to the receiving plan 
for the benefit of the participant.  The participant also provides (1) a check stub indicating that 
the participant’s IRA is the source of the funds and (2) a certification that (a) the IRA 
distribution contains no after-tax amounts, and (b) the participant will not have attained age 70-
1/2 by the end of the year in which the check is issued.  

Rulings.  Based on the above facts, the IRS ruled as follows: 

• Both Situations:  Absent evidence to the contrary, the receiving plan administrator could 
reasonably conclude that the contribution was a valid rollover contribution, even if: 

o The participant did not provide a check stub, as long as the check itself identified 
the source of the funds as a valid source. 

o The rollover was made by wire transfer, as long as the administrator or trustee of 
the distributing plan or IRA had communicated to the administrator of the 
receiving plan the same information about the source of the funds. 

• Situation 1: The receiving plan administrator took adequate steps to reasonably assure 
itself that the source of the funds was eligible for rollover. 

o Review of the Form 5500 evidenced that the distributing plan was a qualified plan 
and receipt of the participant’s certification indicated that the rollover complied 
with the receiving plans’ requirements for rollovers. 

o Note that this ruling creates something of a presumption that, because compliance 
with the Code on required minimum distributions and eligible rollover 
distributions is a condition of qualification for the distributing plan, the receiving 
plan administrator could reasonably assume that the distributing plan did not 
include any impermissible required minimum distributions in the rollover amount. 

• Situation 2:  Like Situation 1, the receiving plan administrator took adequate steps to 
reasonably assure itself that the source of the funds was eligible for rollover.  However: 

o The receiving plan administrator did not need to take additional steps to verify the 
validity of the IRA, because there are no readily available means for doing so.   

o The IRS did not extend the same presumption to an IRA trustee as it did to a 
qualified plan administrator with respect to required minimum distributions.  
Thus, if the participant would have attained age 70-1/2 by the end of the year in 
which the rollover check was issued, the receiving plan administrator would have 
to get additional information from the distributing IRA trustee to ensure that the 
rollover contribution did not contain any required minimum distribution amounts. 
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TAKE AWAY 

• With Rev. Rul. 2014-9, qualified plan administrators can now accept rollover 
distributions with greater flexibility without fear of jeopardizing the tax qualified status 
of their plans.   
 

• This expanded roll-over flexibility allows a plan sponsor to offer enhanced benefits to its 
executives and employees.  
 

• Thus, advisors to these plans should assist their clients in becoming familiar with the 
new, more relaxed rules, modifying plan administrative procedures, as necessary, and/or 
adding the acceptance of direct rollovers to plans that currently do not allow them.   
  

DISCLAIMER  

In order to comply with requirements imposed by the IRS which may apply to the 
Washington Report as distributed or as re-circulated by our members, please be advised of 
the following:  
 
THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT 
CANNOT BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY  
THAT MAY BE IMPOSED BY THE INTERNAL REVENUE SERVICE.  
 
In the event that this Washington Report is also considered to be a “marketed opinion” 
within the meaning of the IRS guidance, then, as required by the IRS,  please be further 
advised of the following:  
 
THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR  
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE   
WRITTEN ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU 
SHOULD SEEK ADVICE FROM AN INDEPENDENT TAX ADVISOR. 
 
The AALU WRNewswire and WRMarketplace are published by the Association for Advanced 
Life Underwriting® as part of the Essential Wisdom Series, the trusted source of actionable 
technical and marketplace knowledge for AALU members—the nation’s most advanced life 
insurance professionals.  
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