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, letter filed by your

as suppl emented by correspondence

dated March 12, 2001, in which you request several letter rulings under

sections 401 and 402 of the
representations support your

Revenue Code.
request.

The followi ng facts and
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During Mnth 1, 1999, Conpany A and Plans X and Y were nanmed as
defendants in a class action suit filed by participants or forner participants
of Plans X and Y with Court B. On Date 2, 1999, Court B designated the suit as
a class action. The certified class consisted of the follow ng two subcl asses:

1. Al'l individuals who were enployed on the United States Dol l ar
payrol |l by Conpany A or one of its subsidiaries and who have
executed rel eases rel easing clains against Conpany A, its
subsidiaries, affiliates, successors, assigns, directors, officers,
enpl oyees, or agents, and who (i) had vested benefits under Plan x
and/or Plan Y; and (ii) have retired or term nated under Plan X
and/or Plan Y, (a) after conpleting an hour of service on or after
January 1, 1994 and prior to their normal retirement date as defined
in Plan X and in Plan Y and have less than 33 1/3 years of benefit
service, as defined in Plan X and/or Plan Y, and (b} before Apri
30, 2000.

2. Al individuals who were enpl oyed on the United States Doll ar
payrol |l by Conpany A or one of its subsidiaries and who have not
executed rel eases rel easing clains agai nst Conmpany A, its
subsidiaries, affiliates, successors, assigns, directors, officers,
enpl oyees, or agents, and who (i) had vested benefits under Plan X
and/or Plan Y; and (ii) have retired or term nated under Plan X
and/or Plan Y, {a) after conpleting an hour of service on or after
January 1, 1994 and prior to their normal retirenment date as defined
in Plan X and in Plan Y and have less than 33 1/3 years of benefit
service, as defined in Plan X and/or Plan Y, and (b) before April 30
2000.

Your authorized representative asserts that the affected class consisted
of several thousand plan participants or former plan participants.

The class action alleged that, beginning in 1994, affected Plan X and
Plan Y participants, who are nenbers of the class, received retirement benefits
from the plans which were m scalcul ated. The miscal cul ation involved, in
short, an error involving the conputation of the social security offset used in
calculating Plan X and Plan Y benefits. Additionally, it was alleged that the
conmput ation of the social security offset did not conformto the Plan X and
Plan Y docunents and resulted in reduced benefits.

The class action alleged that, in inproperly conputing the socia
security offsets of the class nenbers, the defendants viol ated provisions of
the Enpl oyees Retirenment Incone Security Act of 1974, as anended {ERISA), and
al so conmitted breaches of contract and acts of common | aw conversion
Specifically, the plaintiffs alleged, in part, that the defendants breached
their fiduciary duties to nmenbers of the class in the way they conputed the
amount (s) of their social security offsets.

On Date 3, 2000, a settlement was reached between members of the
plaintiff class and all nanmed defendants including Conpany A and plans X and Y.

Under the terms of the Date 3, 2000, court-approved settlenment agreenent,
Plans X and Y were required to pay Amount 1 and interest at the rate of five
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{(5) percent per annum from Date 3, 2000, until 20 days after the effective
settlenent date (Date 4, 2000) to Fund F.

Pursuant to the Date 3, 2000, Settlenment Agreenent, Fund F has been
di vided into Subfund G and Subfund H. Subfund G which received 80% of Anount
1,is held in escrow with Conpany C and was established to increase pension
benefits to Plan X and Plan Y participants who had retired or terninated
enpl oyment on or before April 30, 2000. Subfund H which received 20% of
Amount 1, is held in a Menorandum Account of the Conpany A plans, Plans X and
Y, and was established to increase benefits to Plan X and Plan Y participants
who would retire or term nate enploynment on or after wMmay 1, 2000, but before
May 1, 2002.

In the event that there are funds remaining in Subfund H on May 1, 2002,
the fund bal ance will be transferred to Subfund G and distributed to eligible
class members. Your authorized representative has asserted that even if the
entire 20% of Anpunt 1 held in Subfund H were to be transferred to Subfund G
the former participants on whose behalf funds are being held in Subfund G
would, in no event, receive benefits under either Plan X or Plan Y which would
exceed the plan benefits which they would have received in the absence of the
fiduciary breaches alleged in the Mnth 1, 1999, class action conplaint
referenced above

Amount 1, less certain fees and expenses referenced in the settlenent
agreement, was to be used solely to increase the paynments made to nenbers of
the class. Your authorized representative has asserted, on your behal f, that
t he settlement anmount, Anount 1, was fully funded out of the assets of Plans X
and Y on Date 5, 2000, which was 20 days after Date 4, 2000, and no portion of
the settlement amount cane fromthe general assets of Conpany A. As of the
date of this ruling request, the settlenment funds which remain in escrowin
Subfund G are invested in United States Treasury Securities.

Subfunds G and H are responsible for recalcul ating and di sbursing
i ncreased pension benefits to affected class nmenbers. Subfunds G and H wil |l
make di stributions in the sane manner and in the same form as specified under
rel evant provisions of Plans X and V.

Your authorized representative has asserted on your behalf that Conpany A
either is, or, at times relevant to this ruling request, was a sponsor of Plan
X and of Plan Y. Additionally, your authorized representative asserts that
Plans X and Y are qualified under Code section 40l{a} and their trusts exenpt
under Code section 301{a). Furthernore, your authorized representative asserts
that Plans X and Y, and their related trusts, are still in existence and have
not been term nated

Addi tionally, your authorized representative has asserted on your behalf
that Subfund G was intended to constitute an extension of the pension plans
(Plans X and Y) which were defendants in the above referenced class action.
Furthernmore, your authorized representative has asserted that Subfund G was
established solely to pay benefits to plan participants who are nenbers of the
class referenced above. Your authorized representative has al so asserted that
no Form 1098Rs were issued to members of the class referenced above in
conjunction with the establishnment of Subfund G. Finally, your authorized
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representative has asserted that it is the responsibility of the Adm nistrative
Agents of Subfund G to issue Form 1099Rs when paynments are nmade from Subfund G
to affected class nmenbers/plan participants.

Based on the above facts and representations, you, through your
aut horized representative, request the following letter rulings:

(1) That Subfund G created pursuant to the Date 3, 2000, court-approved
settlement agreenment is treated as a part or conduit of Plans X and
Y and their related trusts and any earnings on anmpunts held in
Subfund G pursuant to the Date 3, 2000, settlement agreement are
exenpt fromtax pursuant to Code section 501

(2) that distributions from Subfund G qualify for treatment in
accordance with the provisions of Code section
402;

(3) that distributions from Subfund G to clainmants thereof are

eligible for tax-deferred rollover treatnent pursuant to Code
section 402 (e); and

(4) that the 60-day rollover period prescribed in Code
section 402 (¢) (3) conmences fromthe date a
di stribution from Subfund G is received by the payee
or distributee thereof.

Wth respect to your ruling requests, Code section 4£02({(aj (1) provides
that, except as otherwi se provided in this section, any anpunt actually
distributed to any distribute by an enpl oyees' trust described in section
401 (a) which is exenpt from tax under section 501(a) shall be taxable to the
distribute, in the taxable year of the distribute in which distributed, under
section 72 (relating to annuities).

Code section 402 (c) {1) provides that, if an enployee transfers any
portion of an eligible rollover distribution into an eligible retirenment plan
the anpbunt so transferred shall not be includible in incone for the taxable
year in which paid.

Code section 402(c) (4) provides that an "eligible rollover distribution"
is a distribution to an enployee of all or any portion of the balance to the
credit of the enployee in a qualified trust; except that such termshall not
i ncl ude-

(A) any distribution which is one of a series of substantially equa
peri odi ¢ paynents (not |less frequently than annually) made-

(i) for the life (or life expectancy) of the enployee or the joint
lives (or joint |ife expectancies) of the enployee and the enpl oyee's
designated beneficiary, or

(ii) for a specified period of 10 years or nore, and
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{B) any distribution to the extent such distribution is required under
section 401 (a) (9).

Code section 402 (c) (8) (B) defines an eligible retirenent plan to include,
an individual retirenment account described in code section 408(a), an
i ndi vidual retirenment annuity described in Code section 408(b); a qualified
trust, and an annuity plan described in Code section 403(a).

Code section 402{c) provides, generally, that section 402(c) (1) shall not
apply to any transfer of a distribution made after the 60th day follow ng the
day on which the distributee received the property distributed.

In this case, the nmenbers of the plaintiff class in the class action
referenced above were entitled to receive benefits fromeither Plan X or/and
Plan Y. The class nenbers received distributions which their suit, referenced
above, alleged were inproperly conputed due to errors in calculating their
Social Security offsets as provided under the provisions of Plans X and Y. The
settl enent proceeds represent ampunts to which the class nenbers assert they
are entitled under the provisions of Plans X and Y, and, as noted above, the
settlement proceeds were paid into Fund F, and subsequently transferred into
ei ther subfund G or Subfund H, out of assets held by the trusts of Plans X and
Y

Code section 402(c), by its terns, refers to distributions made from a
Code section 401(a) retirement plan. The distributions of Amount 2 currently
held in subfund G in this case, wll be made from Subfund G which is an
extension of Plans X and Y. Subfund G was created under an order entered by
Court C as part of the settlement resolving the above-referenced class action
for the sole purposes of holding additional anpbunts due and making
distributions to affected Plan participants in Plans X and Y, or their
beneficiaries, who were nenbers of the class. Amounts in Subfund G were
transferred fromthe separate trusts of Plans X and Y, and in the absence of
the conduct alleged in the class action conplaint, would have been paid to
participants in Plans X and Y, which your authorized representative asserts are
Code section 401(a) plans, directly from the trusts thereof

Based on the facts presented in this particular case, Subfund G w |l be
treated as holding assets of Plans X and Y. Thus, we believe that it is
appropriate for distributions from subfund Gto qualify for Code section 402(c)
t reat ment

Therefore, with respect to your ruling requests, we conclude as foll ows:

(1) That Subfund G created pursuant to the Date 3, 2000, court-approved
settlenent agreenent is treated as a part or conduit of Plans X and
Y and their related trusts and any earnings on amounts held in
Subfund G pursuant to the Date 3, 2000, settlenent agreement are
exempt from tax pursuant to Code section 501;

(2) that distributions from Subfund G qualify for treatnent in

accordance with the provisions of Code section
402;
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(3) that distributions from Subfund G to clai mants thereof are
eligible for tax-deferred rollover treatment pursuant to Code
section 402(c); and

(4) that the 60-day rollover period prescribed in Code
section 402(c) (3) conmences fromthe date a
distribution from subfund Gis received by the payee
or distributee thereof.

This ruling letter assunes that Plans X and Y either are or were
qual i fied under Code section 401(a) at all times relevant thereto. It also
assunes that each member of the plaintiff class referenced herein received
distributions fromeither Plan X or Plan Y or both plans as asserted. Final.ly,
it assunes that Subfund G consists solely of anpbunts transferred fromthe
trusts of Plans X and Y and earnings thereon.

Pursuant to a power of attorney on file in this office, copies of this
letter ruling are being sent to your authorized representative(s).

Sincerely yours,

Frrvirlomm,

Frances V. Sl oan

Manager, Technical Goup 3
Tax Exenpt and Cover nment
Entities Division

Encl osur es:

Del eted copy of letter ruling
Form 437
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