PART IV - Itens of CGeneral Interest

Request for Information - New Technol ogies in Retirenment Plans

Announcenent 98-62

The Internal Revenue Service and the Departnent of the
Treasury request coments fromthe public relating to the use of
new t echnol ogi es (sonetines referred to as "paperl ess”
technologies) in the admnistration of retirement plans. The
Service and Treasury are in the process of devel opi ng gui dance
relating to the use of new technol ogi es in communications between
retirement plans and their participants. This announcenent
solicits comments on a nunber of specific issues. However,
comment s and suggestions frominterested parties concerning ot her
I ssues pertinent to these technol ogies are al so requested.
BACKGROUND

Section 1510 of the Taxpayer Relief Act of 1997 ("TRA '97"),
Pub. L. 105-34, provides that the Secretary of the Treasury and
the Secretary of Labor each shall issue guidance designed to
Interpret the notice, election, consent, disclosure, and tine
requi renents (and rel ated recordkeepi ng requi renents) under the
I nternal Revenue Code of 1986 and the Enpl oyee Retirenent |ncone
Security Act of 1974 relating to retirenent plans as applied to
the use of new technol ogi es by plan sponsors and adm ni strators.
Section 1510 requires the guidance to maintain the protection of
the rights of participants and beneficiaries. Section 1510

further provides that the guidance shall clarify the extent to
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which witing requirenents under the Internal Revenue Code of
1986 relating to retirenent plans shall be interpreted to permt
paper| ess transacti ons.
SPECI FI C | SSUES FOR COMVENT

The Service invites interested parties to submt information
concerning the application of new or paperless technologies in
the adm nistration of retirenent plans and concerni ng any issues
that such technol ogi es have presented for plan sponsors,
adm ni strators, participants or beneficiaries. Specifically,
I nterested nenbers of the public are invited to describe new
technol ogi es that are comonly used in plan adm nistration, and
to indicate the extent to which these technol ogies, and the
manner in which they are used, adequately protect the rights of
participants and beneficiaries. Commentators also are invited to
contrast characteristics and applications of technol ogi es that
adequately protect the rights of participants and beneficiaries
Wi th characteristics and applications that may not provide such
protection. The Service is particularly interested in receiving
specific comments regarding the paperl ess adm nistration of
partici pant el ections and consents, plan notices, plan |oans, and
di stributions.

In addition to the information requested above, comments are
specifically invited on the foll ow ng questions:
° Wuld it be preferable for guidance to focus on

specific uses of existing technologies or to take the

form of generally applicable principles or standards?
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I f commentators recomrend that gui dance take the form
of generally applicable principles or standards, it is
requested that the comments identify suggested
principles or standards as specifically as possible
(including any variations appropriate for different
t echnol ogi es) .
To what extent, if any, do the terns "el ection” and
"consent” inply a witing or signature requirenent?
To what extent shoul d paperless identification
mechani snms (for exanple, a Personal ldentification
Nunber ("PIN') or password) be treated as satisfying a

| egal requirenent of a "witing” or a signature?

Shoul d the requirenent to provide a notice during a
specified period (such as the requirenent to provide a
8 402(f) notice no less than 30 and no more than 90

days before the date of an eligible rollover

distribution) be deemed to be satisfied by providing a

written copy of a full notice on a less frequent basis

(for example, once a year) if participants or

beneficiaries, when initiating a transaction to which

the notice relates (such as requesting a distribution),

are given an oral or recorded summary of the notice and

told how to obtain a copy of the full notice?

What are the appropriate standards for authentication,
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substanti ation, and security in paperless plan
adm ni stration and record-keepi ng? For exanple, how
can it be established with a reasonable |evel of
confidence that a plan notice has actually been
received by a plan participant or beneficiary to whom
the notice has been transmtted in a paperless fornf
Simlarly, how can it be established that a particul ar
paperl ess transaction was entered into by a particul ar
participant? Also, how should records of paperless
transactions be mai ntained by plan sponsors or
adm ni strators?
What are the appropriate standards for ensuring that
partici pants and beneficiaries have sufficient tine and
opportunity to consider (and, if desired, obtain advice
on) all relevant options when maki ng significant
deci sions about retirenent savings? For exanple,
shoul d participants and beneficiaries have the right to
revi ew and change the content of any communi cation or
Instructions transmtted in a paperless form before
conpletion of the transaction, and should they al ways
have the right to receive communi cati ons on paper as an
alternative to paperl ess communi cati ons?
What types of new or paperless technol ogies do pl an
sponsors and adm nistrators foresee using in the
future? What practical and | egal issues might arise
fromthe use of those technol ogi es, and how m ght
systens using those technol ogi es be designed to protect

the rights of participants and beneficiaries?
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° VWhi ch issues raised by the use of new technol ogies in
retirement plans are nost in need of adm nistrative
gui dance?

Comments received to date indicate that the possible use of
el ectronic technologies in the adm nistration of the spousal
consent requirements of 88 401(a)(11) and 417 of the Code raises
a number of significant legal and practical issues relating to
adequate protection of persons who are not plan participants or
current or former employees. Consequently, initial guidance on
new technologies is unlikely to address issues involving spousal
consent. The public is nevertheless invited to submit comments
on this topic.

ADDRESS
Written comments should be submitted with a signed original

and eight (8) copies. All comments will be available for public

inspection and copying in their entirety. Comments should be

sent to CC:DOM:CORP:R (OGI-106555-98), Room 5226, Internal

Revenue Service, P.O. Box 7604, Ben Franklin Station, Washington,

D.C. 20044. Alternatively, comments may be hand delivered

between the hours of 8 a.m. and 5 p.m. to CC:DOM:CORP'R,

Courier's Desk, Internal Revenue Service, 1111 Constitution

Avenue, N.W., Washington, D.C., or may be submitted

electronically via the IRS Internet site at

http://lwww.irs.ustreas.gov/prod/tax_regs/comments.html

To ensure that comments are given full consideration, they should

be submitted by October 5, 1998.

DRAFTING INFORMATION

The principal authors of this announcement are Catherine
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Li vi ngston Fernandez of the O fice of the Associate Chief Counsel
(Enmpl oyee Benefits and Exenpt Organi zations) and Daniel S. Evans
of the Enployee Plans Division. For further information
regardi ng this announcenent, contact the Enpl oyee Pl ans
Di vision’s tel ephone assi stance service between 1:30 and 4: 00
p.m, Eastern Tinme, Mnday through Thursday at (202) 622-6074/75,
or Ms. Fernandez at (202) 622-6030. (These telephone nunbers are

not toll-free).



