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To our clients and friends: 
 
This is another in a series of newsletters designed to keep you clearly informed of current events 
in the area of employee benefits. 
�
Plan Document Update: 
�
Many of you recently received a letter from us, discussing the need to revise plan documents. 
Briefly: 
 

-  All plan documents will need to be amended by 3/15/09. 
 
-  All plan documents will need to be completely restated by 3/31/10. 

 
These changes are needed to reflect new laws and regulations.  They are mostly technical 
changes (ex: how severance pay is handled and maximum allowable annual contribution.)  
Nevertheless, the timely amendment of plan documents is really important to the IRS. 
 
If you believe that Metro is responsible for keeping your plan document current, then you should 
have already received the letter referred to above.  (Let us know if you need another copy.)  If 
you have someone else responsible for your document, you should be hearing from them. 
 
401(k) Plan Design: 
 
A brief overview of some points to consider in evaluating the design of your 401(k) Plan: 
 
 a. Eligibility 
 
 How long do employees need to work before they can join the plan?  The longest wait 

is age 21 with one year of service.  However, many employers use the 401(k) plan to 
attract new employees, so quicker entry (3 months) may be advisable. 
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b. Entry Date: 
 
  Once eligibility (above) is satisfied, then on what date does an employee join the 

plan?  Common options include Monthly, Quarterly, or Semi-Annually.  Remember, 
the more frequent entry is allowed, the more “action dates” there will be during a year 
to provide enrollment materials. 

 
  

c. Retirement Date: 
 
  You can access your retirement account on this date, although if you tap into 401(k) 

funds before age 59 ½ you’ll incur a 10% exercise tax.  Some plans provide that you 
can not access your funds if you are still actively working, even if you have reached 
retirement age.  Note, too, that ERISA requires full vesting (regardless of service) 
once you reach retirement age.  This is why some plans define retirement age as “age 
65 with 5 years service”, to avoid giving away a vesting windfall. 

 
 d. Loans/Hardships: 
 
  It may make sense to offer one or both of these options.  Here are some pros and 

cons: 
 

·  Without either option, there is no way for an active employee to access their 
account (unless they reach retirement age).  Some believe that if employees do not 
have access to emergency funds, they may participate less. (So, it may make sense 
to offer at least one.) 

 
·  Loans and hardships are taxed differently: 

 
(a) Regular income tax plus 10% excise tax (if under 59 ½) on hardships 

 
(b) No tax on loan proceeds, but you repay with after-tax dollars.  Some people 

(ex: Suzie Orman) are violently “anti-loan”, because they believe it leads to 
double taxation. (In reality this occurs on only the loan interest.) 

 
·  Hardships require the employer to determine whether the criteria have been met, 

while loans can have burdensome paperwork.  Administrative fees can be passed 
on to the employee in either case. 

 
 e. Next: 
 
  We’ll discuss: 
 

-  401(k) testing options 
 
-  Matching contributions, and 
 
-  Profit sharing contributions. 
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Metro Staffing Update: 
 
We have opened an office near Charleston, West Virginia!  Christine Lestitian, a Pension 
Analyst with 11 years experience, will staff the office. 
 
Also, please join me in welcoming to our staff: 
 

-  Alan Sloan, our Controller, and 
 

-  Mary Kaye Bucher, our receptionist. 
 
Please join me in congratulating Bryon DiGiorgio and Leann Malloy in passing their recent 
professional (“ASPPA”) exams.  They have now earned the “Qualified 401(k) Administration” 
credential (“QKA”). 
 
At Metro, we are very “into” these professional credentials.  All the people shown at the top of 
our letterhead have made a commitment to achieving a high level of professionalism. 
 
Finally, please join me in best wishes to Kelly Pucciarelli, who is leaving us after 5 ½ years at 
Metro.  With baby #2 on the way, Kelly is taking time to be a stay-at-home Mom. 
 
Poker Actuarial: 
 
I have attached (green paper) an article I recently prepared for an actuarial journal.  I chose green 
paper to remind you of the money you may lose if things go poorly, (and vice versa.) 
 
I promise this will be my last poker item for the year. 
 
Extra Reminder from Metro News #68 
 
As I meet with clients, it is becoming apparent that a few of you have “not gotten the memo yet” 
about the timing of 401(k) deposits. 
 
Under new DOL rules, 401(k) deferrals must move out of the employer’s account into the plan 
within 7 business days.  This is stricter than the old rule. 
 
I can not stress enough that the DOL considers this a really important issue – more than a “goal”. 
 
 
 
 
Best Wishes, David M. Lipkin, F.S.A., Editor 
 
Metro Benefits, Inc. is a regional consulting and administration firm, based in Pittsburgh, PA.  We provide a wide range of 
services for employee benefit plans.  While we make every effort to verify the accuracy of the information that we present here, 
you should consult with your Plan attorney or other advisor before acting upon it. 
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