26 CFR 601.201: Rulings and determination let-transfers of property from anothergible IRA" is a prototype nonSIMPLE

ters. SIMPLE IRA of that employee. IRA that either (1) has a favorable
Rev. Proc. 97-29 .05 In 1996, the Service releasedpinion letter dated after January 31,

Forms 5305-S and 5305-SA, model990, or (2) has a favorable opinion
SECTION 1. PURPOSE SIMPLE IRAs for use as trust or custo-letter dated on or before that date and

dial accounts, respectively. A prototypehas adopted the minimum distribution
This revenue procedure (1) provides &ponsor that wants to offer Servicelanguage contained in section 6 of Rev.
model amendment that may be usedhpproved SIMPLE IRAs may (1) useProc. 92-38, 1992-1 C.B. 859. The
prior to January 1, 1999, by a sponsobne or both of these model SIMPLEmodel language must be adopted on a
of a prototype individual retirement ac-|RAs, (2) use the model amendmenword-for-word basis unless otherwise
count or annuity (IRA) to establish aprocedure contained in section 3, or (3ppecified in the Appendix.
SIMPLE IRA (an IRA designed to ac- apply for an opinion letter pursuant to .03 Application to the Service.
cept contributions under a SIMPLE IRAsection 4. (1) Opinion letter requestA proto-
Plan described in § 408(p)) of the Inter- 06 |In 1996, the Service also released/pe sponsor must request an opinion
nal Revenue Code; (2) provides guidtwo model SIMPLE IRA Plans, Form letter from the Service on the SIMPLE
ance on Obta|n|ng 0p|n|0n |etterS t05305_S|MPLE (Savings |ncentive|RA in Order to eStab|iSh a prototype
drafters of prototype SIMPLE IRAs; (3) Match Plan for Employees of SmallSIMPLE IRA using an Eligible IRA.
provides permissive amendments tEmployers (SIMPLE)—for Use With a The Service will not accept an opinion
sponsors of NonSIMPLE IRAs (IRAS pesignated Financial Institution) andietter request submitted pursuant to this
that are designed to accept contributionsorm 5304-SIMPLE (Savings Incentivesection 3 by a prototype sponsor after
other than under SIMPLE IRA Plans);Match Plan for Employees of SmallDecember 31, 1998.
]ng ?)?Qt%l:;seesstlﬁp?_%er}gg (glgng_rogrr]%l@mmoyeffs (SIMPLE)—Not Subject to (2) Information required.The pro-
(5) provides transitional relief for’usersthe Designated Financial Instltutlontotype sponsor must apply for th_e opin-
of SpIMPLE IRAS and SIMPLE IRA Rules). ion letter using Form 5306, Application
Plans that have not been approved b 07 Notice 97°6, 1997-2 IR.B. 26for Approval of Prototype or Employer
the Internal Revenue Service Yanuary 13, 1997), contains questionsponsored Individual Retirement Ac-
' and anSéNers relating t? tg? Mgf:fn]ﬁerxacount' with “SIMPLE IRA model
tion and operation o amendment” written on the top of the
EE%IEIISELZINIZngﬁiﬁgLI\JIND AND Plans described in § 408(p), includingform and the file folder number of the
the election and notice requirementEligible IRA written on line 2¢(3). The
.01 Code § 408(p), added byregarding these plans. The Service inprototype sponsor should not complete
§ 1421(a) of the Small Business Jodends to supplement Notice 97-6 withPart II of the form and should not
Protection Act of 1996 (“SBJPA"), Pub. additional guidance. submit either the Eligible IRA or the
L. No. 104-188, describes a new type of .08 Rev. Proc. 97-8, 1997-1 L.R.B.SIMPLE IRA to the Service pursuant to
retirement arrangement, a SIMPLE IRA187 (January 6, 1997), provides guidihis model amendment procedure.
Plan, which, generally, may be used bynce to taxpayers for complying with  (3) Certification. The prototype
small employers who maintain no otheithe user-fee program as it pertains t@ponsor must certify that the model
qualified plans. Under a SIMPLE IRA matters under the jurisdiction of thejanguage contained in the Appendix has
Plan, an employer makes contributioné\ssistant Commissioner (Employeepeen added on a word-for-word basis to
to a SIMPLE IRA. Plans and Exempt Organizations). an Eligible IRA (as defined in section
.02 Subsections (a) and (b) of § 40 3.02) and that no other changes have
set forth general requirements for i”di'AEACEngASNTADOPﬂON OF MODEL been made.
vidual retirement accounts and indi- (4) Address.The prototype sponsor
vidual retirement annuities, respectively. 01 Procedural requirements. A protomust mail the application to: Internal
.03 Rev. Proc. 87-50, 1987-2 C.Btype sponsor with an approved prototypdkevenue Service, Attention CP:E:EP,
647, provides the procedures for a spomonSIMPLE IRA may create an ap-P.O. Box 14073, Ben Franklin Station,
soring organization or a mass submitteproved prototype SIMPLE IRA using Washington, DC 20044.
(a “prototype sponsor”) to apply to the the model amendment procedure in this  (5) Mass submittersMass submit-
Service for an opinion letter on whethersection 3 by complying with sectionters must provide the information and
a prototype nonSIMPLE IRA meets the3.02 and .03 below. Following the certification described in section 3.03(2)
requirements of 8 408(a) or (b). model amendment procedure results iand (3), above, on behalf of each spon-
.04 Section 408(p)(1) requires that &wo approved prototype IRAs: (1) ansoring organization that is an identical
SIMPLE IRA established for use with a€existing unchanged prototype non-adopter of the mass submitter and that
particular employer’s SIMPLE IRA Plan SIMPLE IRA and (2) a newly estab-wishes to use this model amendment
only accept contributions from that em-lished prototype SIMPLE IRA. procedure to establish a SIMPLE IRA.
ployer pursuant to its SIMPLE IRA Plan .02 Use of model language. In order (6) User fee.The prototype spon-
or from another employer pursuant tao create an approved prototypesor must pay a user fee of $50 for each
that employer's SIMPLE IRA Plan. SIMPLE IRA using the model amend-prototype SIMPLE IRA established pur-
However, a SIMPLE IRA established byment, the prototype sponsor must use asuant to this section 3. This fee can be
or for a particular employee may alsoEligible IRA as a basis and follow the paid by money order or check only and
accept that employee’s rollovers orinstructions in the Appendix. An “Eli- must accompany each application. The



money order or check must be mad&ECTION 5. PERMISSIVE type sponsor that amends its

payable to the Internal Revenue ServiceAMENDMENTS FOR NONSIMPLE nonSIMPLE IRA as suggested in sec-

.04 New opinion letterAfter verify- IRAS tions 5.01(2) or 5.02(2) must change the
ing the information provided by the .01 Amendment for all nonSIMPLEco_rrespondlng disclosure statement, re-
applicant on each Eligible IRA, the IRAs. quired pursuant to § 408(i), to reflect

(1) Background. An employer’'s the amendment(s) to the nonSIMPLE
contribution under a SIMPLE IRA Plan IRA. The prototype sponsor must dis-
on te?chepsroétl)qt;/gre SIMPLE IRA to the must be deposited into an employee’'sribute the amended disclosure statement
prototype sponsor. SIMPLE IRA. A SIMPLE IRA Plan to individuals using the amended
.05 Reliance.An individual who uses contripution  deposited  into  anonSIMPLE IRA.

a SIMPLE IRA that has received annonSIMPLE IRA could result in adverse
opinion letter pursuant to section 3.04ax consequences to the employee. SimpECTION 6. PROTOTYPE SIMPLE

and who complies with the terms of thelar adverse tax consequences could o¢dRA PLAN PROGRAM
SIMPLE IRA may rely upon the opinion cur if, prior to the expiration of the .01 New prototype programThe Ser-
letter that the SIMPLE IRA is qualified 2-year period beginning on the date awice will issue an opinion letter on the
under § 408(p). However, the opinionemployee first participated in anyform of a prototype SIMPLE IRA Plan
letter may not be relied on with respectSIMPLE IRA Plan maintained by the submitted by a sponsoring organization
to whether the SIMPLE IRA Plan, underemployee’s employer, the employee roll®r mass submitter (as these terms are
which contributions are made to theover or transfers to a nonSIMPLE IRAdefined in Rev. Proc. 87-50) provided
SIMPLE IRA, satisfies the requirementsfunds from the employee’s SIMPLEthat the requirements of § 408(p) and
of § 408(p). IRA.(Z) bermissi - thisoseLcJ:tion ? are _.T,_ﬁtisfied. . g
. ermissive amendmen& pro- . ser fees. The user fees an
ty;;gG S%SEf;r“rﬁla?“gggﬁgf‘z nprglti‘; 1, Jotype nonSIMPLE IRA may be address for a SIMPLE IRA Plan proto-
IRA t to thi " 3 m stamended by the prototype sponsor teype submission are the same as for a
pursuant to this section UStyrohibit the deposits described in sectioprototype simplified employee pension
change the cprrespondlng dlSClOSU!‘ .01(1) that could result in adverse taXSEP) submission, as listed in Rev. Proc.
statement, required pursuant to 8 408(i},onsequences to an employee. Prototy[@7—8.
to reflect the contents of the SIMPLEghonsors and individuals who use this .03 Sample language.Sample lan-
IRA. The prototype sponsor must dis-zmended nonSIMPLE IRA do not loseguage that the Service finds acceptable
tribute the amended disclosure statemeRgliance on a current opinion letter befor use in a SIMPLE IRA Plan may be
to each individual using the SIMPLE cause of this amendment. Therefore, abtained by writing to the address indi-
IRA. prototype sponsor that amends itgated in section 4.03.
nonSIMPLE IRA as suggested in this .04 Application form.The Service an-
SECTION 4. OPINION LETTERS FOR paragraph should not submit theticipates that an application form will be

Service will issue a new opinion letter

NONMODEL SIMPLE IRAS amended nonSIMPLE IRA to the Ser-developed to accommodate a request for
.01 Prototype program.A prototype vice for a new opinion letter. an opinion letter on a SIMPLE IRA

sponsor may apply to the Service for an .02 Amendment for spousal non-Plan. Until a new form is available,

opinion letter on a SIMPLE IRA sub- SIMPLE IRAs. applicants must use Form 5306-SEP,

mitted pursuant to this section 4. The (1) Background.Section 1427(a) of Application for Approval of Prototype
same procedures and user fees apply i8¢ SBJPA amended 8§ 219(c) to inSimplified Employee Pension—SEP,
a submission for an opinion letter for acrease from $250 to $2,000 the maxiwriting “SIMPLE IRA Plan Request’
SIMPLE IRA as those that apply for amum deductible amount that can beon top of the form and answering all
nonSIMPLE IRA, with the exception cpntnbuted to nonSIMPLE IRA_s_estab—guest|on§ except 3, 7 and 8 (relating to
described in section 4.02. (See Reyished for certain married |r_1d|\_/|(_juals’. items unique to SEPs). _
Procs. 87-50 and 97-8.) This increase applies to an individual's .05 No opinion letters.The Service
. . taxable years that begin after Decembawill not issue an opinion letter to a

02 No opinion letters.The Service 37 199g, prototype sponsor for a SIMPLE IRA
will not issue an opinion letter 10 a  (2) permissive amendmerection Plan that combines a SIMPLE IRA Plan
prototype sponsor on a SIMPLE IRAg 03 of Rev. Proc. 87-50 states that aand a SIMPLE IRA in the same docu-
that, by its terms, can be used either agmendment to an approved IRA solelyment.
a SIMPLE IRA or a nonSIMPLE IRA. tg facilitate IRA contributions up to the

.03 Sample language.Sample lan- maximum amount deductible underSECTION 7. TRANSITIONAL RELIEF
guage (also known as Listing of Re-§8 219 will not affect the status of the .01 SIMPLE IRAs.A SIMPLE IRA
quired Modifications, or LRMs) that the IRA and should not be submitted to themust be established for an employee
Service finds acceptable for SIMPLEService. Accordingly, a prototype spon-prior to the first date a SIMPLE IRA
IRAs and nonSIMPLE IRAs may besor that amends a nonSIMPLE IRAPlan contribution is required to be de-
obtained by writing to the Service at:solely to reflect the increase in theposited into the employee’s SIMPLE
Internal Revenue Service, 1111 Constitudeductible limit for spousal nonSIMPLE IRA. An employee or employer who
tion Avenue NW, Attention CP:E:EP, IRAs does not lose reliance on itsestablishes a trust, custodial account or
Room 6550, Washington, DC 20224current favorable opinion letter andannuity contract as a SIMPLE IRA in
“LRM Request” should be clearly should not submit the document to thel997 using a document that has not
printed on the envelope. Alternatively, aService for an opinion letter on thebeen approved for use as a SIMPLE
request for LRMs may be faxed toamendment. IRA by the Service is deemed to have
Nancy Arrington at (202) 622-6199. .03 Disclosure statementsA proto- used a document that has been approved
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for this use by the Service provided the (1) The employer used a document The estimated total annual reporting
conditions in (1) through (4) below areprovided by a prototype sponsor toburden is 25,870 hours.
satisfied: establish the “SIMPLE IRA Plan.” The estima_ted annual burden per re-

(1) The employee or employer (2) On or before December_ 31,spondent varies from_O._5_hours_to 16
used a document provided by a protol997, the prototype sponsor applies t&ours, depending on individual circum-
type sponsor to establish the “SIMPLEthe Service for an opinion letter on thestances, with an estimated average of
IRA." document described in section 7.02(1)8.07 héJUfS- _Thgezgét'mated number of

The prototype sponsor must apply forespondents is 3,205.

(2) On or before December 31, opinion letter using the procedures The estimated annual frequency of
1997, the prototype sponsor applies ., aineq in section 6 of this revenugesponses is three requests per applicant.
the Service for an opinion letter on the o aqyre. Books or records relating to a collection
document described in section 7.01(1). (3) Within 120 days after the Ser-Of information must be retained as long
The prototype sponsor must apply for;.. iscies 4 favorable opinion letter oS their contents may become material
the opinion Ie_tter using the procequre he document to the prototype Sponsolin the administration of any internal
contained in either section 3 or section 4; . employer adopts the approved docd’_evenue law. Generally, an application
of this revenue procedure. ment. for an opinion letter for a prototype plan

(3) The employee or employer 4) The emplover making contribu- |s.tre§1ted as an appll_cat|on.for a deter-
adopts the approved document Withiftions( u)nder the pSIR//IPLE |RAg Plan, the™ination letter and is subject to the
120 days after the later of: (a) the datemployees on whose behalf contribuXiSCIOSUTe rules of § 6104.

the Service issues a favorable opiniofions are made, and the trustees, custod;

letter on the document to the prototypeans or issuers of the SIMPLE IRAS%R'A‘F-I—”\IG INFORMATION

sponsor, and (b) if the prototype sponsogestablished for use with the SIMPLE The principal author of this revenue
seeks approval of the document fromRA Plan comply in operation with procedure is Roger Kuehnle of the Em-
one or more state insurance departmeng 408(p) for the period beginning onployee Plans Division. For further infor-
not later than 90 days after the Servicéhe date the document was first used bynation regarding this revenue procedure,
issues a favorable opinion letter on théhe employer as a SIMPLE IRA Planplease contact the Employee Plans Divi-
document, the date the document i@nd through the date the employesion’s taxpayer assistance telephone ser-

approved by all such state insuranc@dopts the approved document. vice at (202) 622-6074/75 (not toll-free
departments. If, as a result of amend- numbers) between 1:30 and 3:30 p.m.,
ments to the document required by 2ECTION 8. EFFECT ON OTHER Eastern Time, Monday through Thurs-
state insurance department, the prototydd@CUMENTS day.

sponsor applies to the Service for an

opinion letter on the amended documenrtnodiﬁed by sections 3.03(6) and 6.02 of

within 90 days after it is approved by., . -
such state insurance department, the dai%lslggxengfogrogsggge,isnﬂ]ggﬁ(itéodn gfﬂlodel Language

Section 6.06 of Rev. Proc. 97-8 ispppENDIX

_date the Service issues a favorable Opirb'rocedure an Eligible IRA and the model amend-
ion letter on the amended document. ' ment described in section 3, a prototype
(4) The employer making contribu- SECTION 9. PAPERWORK sponsor must follow the procedures in
tions to the SIMPLE IRA, the employee REDUCTION ACT that section and the instructions below.
on whose behalf contributions are made, A prototype sponsor that replaces one or

and the trustee, custodian or issuer of The collections of information con- more of the words “contribution,” “par-
the SIMPLE IRA comply in operation tained in this revenue procedure havgcipant” and “trustee” in the model
with § 408(p) for the period beginningeen reviewed and approved by thganguage, as authorized by sections 3, 4,
on the date the first SIMPLE IRA Plan Office of Management and Budget in5, and 6 in this appendix, is considered
contribution was deposited into a trustaccordance with the Paperwork Reducty have adopted the model language on
custodial account or annuity contracfion Act (44 U.S.C. § 3507) under con-a word-for-word basis.
established under the original documenffol number 1545-1543. 2. The document must be identified
through the date the employee or em- An agency may not conduct or sponas a SIMPLE IRA.
ployer adopts the approved documentsor, and a person is not required to 3. The prototype sponsor must delete
.02 SIMPLE IRA PlansAn employer respond to, a collection of informationthe applicable sections in the Eligible
must establish a SIMPLE IRA Planunless the collection of information dis-IRA document dealing with acceptable
using a document that meets the requird?l@ys a valid control number. contributions (from any source) and add
ments of & 408(p). An employer who The collections of information in this the following (if different terms are used
establishes a plan as a SIMPLE IRArevenue procedure are in section# the Eligible IRA document, the words
Plan in 1997 using a document that ha8.03(2), 3.03(3), 3.03(5), 4.01, 4.03,‘contribution” and “participant” must
not been approved for use as a SIMPLB.01 and 6.03. This information is re-be replaced by the other terms used in
IRA Plan by the Service is deemed toquired to ascertain whether the requedieu of these terms):
have established a SIMPLE IRA Planmeets the requirements of § 408(p) so This SIMPLE IRA will accept
using a document that has been aphat an opinion letter can be issued to only cash contributions made on
proved for this use by the Servicethe applicant. The likely respondents are behalf of the participant pursuant
provided the conditions in (1) through(1l) businesses or other for-profit institu- to the terms of a SIMPLE IRA
(4) below are satisfied: tions and (2) not-for-profit institutions.  Plan described in section 408(p) of
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the Internal Revenue Code. [The
following sentence is optional on
the part of the prototype sponsor:
“A rollover contribution or a
transfer of assets from another
SIMPLE IRA of the participant

must add the following paragraph to thdRA document (if different terms are
Eligible IRA document (if different used in the Eligible IRA document, the
terms are used in the Eligible IRAwords “contribution” and “participant”
document, the words “contribution” and must be replaced by the other terms
“participant” must be replaced by the used in lieu of these terms):

other terms used in lieu of these terms): Prior to the expiration of the

will also be accepted.”] No other

contributions will be accepted.

4. The prototype sponsor must add
the following paragraph to the Eligible
IRA document (if different terms are
used in the Eligible IRA document, the
words “contribution,” “participant” and
“trustee” must be replaced by the other
terms used in lieu of these terms):

If contributions made on behalf of

the participant pursuant to a

If this SIMPLE IRA is maintained
by a designated financial institu-
tion (within the meaning of sec-
tion 408(p)(7) of the Internal Rev-
enue Code) under the terms of a
SIMPLE IRA Plan of the partici-
pant's employer, the participant
must be permitted to transfer the
participant’s balance without cost
or penalty (within the meaning of
section 408(p)(7)) to another IRA.

2-year period beginning on the
date the participant first partici-
pated in any SIMPLE IRA Plan
maintained by the participant’s
employer, any rollover or transfer
by the participant of funds from
this SIMPLE IRA must be made
to another SIMPLE IRA of the
participant. Any distribution of
funds to the participant during this

2-year period may be subject to a
25-percent additional tax if the
participant does not roll over the
amount distributed into a SIMPLE
IRA. After the expiration of this

2-year period, the participant may
roll over or transfer funds to any
IRA of the participant that is

qualified under section 408(a) or
(b) of the Internal Revenue Code.

SIMPLE IRA Plan maintained by
the participant's employer are re-
ceived directly by the trustee from
the employer, the trustee will pro-
vide the employer with the sum-
mary description required by sec-

(For further information concerning the
obligations of a designated financial
institution, see Q&As J-1 through J-5
in Notice 97-6. Note that if a trustee,
custodian or issuer with respect to a
SIMPLE IRA is not a designated finan-
tion 408(1)(2) of the Internal cial institution, the employer must per-
Revenue Code. mit the participant to select the financial
5. If the document is to be used withinstitution to which the employer will
respect to a SIMPLE IRA by a trustee,make contributions. (See Q&A E—-4 in 7. The prototype sponsor must delete
custodian or issuer that is a designateNotice 97-6.)) any definition of compensation con-
financial institution within the meaning 6. The prototype sponsor must addained in the Eligible IRA document.
of § 408(p)(7), the prototype sponsorthe following paragraph to the Eligible
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