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The 403(b) Final Regulations Are Finally Here!

Cammack LaRhette Consulting

Michael Webb, AIF®, CEBS, CRS, Vice President, Retirement Plan Services

On July 23, 2007, the IRS released in the final form the first new regulations in over 40 years
governing 403(b) plans. The regulations have been long anticipated (proposed regulations
were issued November 16, 2004) and will likely transform the future of 403(b) programs.

It should be noted that the effective date for most of the provisions of the final
regulations is no earlier than January 1, 2009 (with later effective dates for collectively
bargained and certain church plans). In addition, there are select provisions that are not
effective until 2010 and beyond (see below). Plan sponsors and others who work with 403
(b) arrangements should welcome the delayed effective date.

This Compliance Alert is intended to provide you with an initial overview of the key provisions of
the final regulations, in approximate order of importance. Cammack LaRhette will also be
releasing additional information to keep you informed of any new guidance or rulings to help
ensure that your plan stays in compliance.

The key provisions of the final regulations are as follows:

1) Written Plan Requirement: The final regulations maintained the written plan
requirement of the proposed regulations. However, the final regulations permit the plan
to allocate to “the employer or another person (but, significantly, NOT an employee)” the
additional administrative functions that a plan document would create, including
enforcement of maximum loan amounts and suspension of contributions in relation to
hardship distributions. Though the written plan requirement does not REQUIRE a single
plan document -- the plan may incorporate other documents by reference (e.g.,
insurance policies or custodial agreements) -- it is anticipated that an employer will adopt
a single plan document if multiple vendors are used, rather than having a separate
document from each vendor. Model plan language will also be provided.

Our Take: The requirement for a written plan will clearly increase employer involvement
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guidance may change our understanding of certain provisions, and we will provide you with
updates as necessary. On an ongoing basis, we will continue to provide you with insights, ideas
and relevant education regarding your retirement plan through our 403(b) Learning Series. New
articles in the series will be published every two weeks.

Cammack LaRhette Consulting is a full-service employee benefits and human resources
consulting firm, offering large and mid-sized businesses and organizations value-added
consulting services for Retirement Plans, Health & Welfare plans, Human Resources & HR
Technology Services.
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