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§ 1.403(b)-2 Eligible rollover distributions; questions and answers.

The foll owi ng questions and answers relate to eligible rollover
di stributions fromannuities, custodial accounts, and retirement incone accounts
described in section 403(b) of the Internal Revenue Code of 1986, as anmended by
sections 521 and 522 of the Unenpl oyment Conpensation Amendments of 1992 (Public
Law 102- 318, 106 Stat. 290) (UCA). For additional UCA guidance under sections
401(a) (31), 402(c), 402(f), and 3405(c), see 8 § 1.401(a)(31)-1, 1.402(c)-2,
1.402(f)-1, and 8 31.3405(c)-1 of this chapter, respectively.

LI ST OF QUESTI ONS

Q1. What is the rule regarding distributions that nay be rolled over to an
eligible retirement plan fromannuities, custodial accounts, and retirenent
i ncome accounts described in section 403(b)?

Q2. Is a section 403(b) annuity required to provide the direct rollover
option described in section 401(a)(31) as a distribution option?

Q 3: Is the payor of a section 403(b) annuity required to provide a
di stributee of an eligible rollover distribution with an explanation of the
direct rollover option?

Q 4: Wen do sections 403 (b)(8) and (b)(10), as amended by UCA, and this §
1.403(b)-2 apply to distributions fromsection 403(b) annuities?

QUESTI ONS AND ANSWERS

Q1: What is the rule regarding distributions that nmay be rolled over to an
eligible retirenent plan fromannuities, custodial accounts, and retirenent
i ncome accounts described in section 403(b)?

A-1: Under section 403(b)(8), as anended by UCA, any eligible rollover
di stribution froma section 403(b) annuity is permtted to be rolled over to an
eligible retirenment plan. For purposes of this section, a section 403(b) annuity
i ncludes an annuity contract, a custodial account, and a retirement incone
account described in section 403(b). For purposes of section 403(b)(8) and this
section, an eligible retirenent plan nmeans anot her section 403(b) annuity or an
i ndi vidual retirement plan (as defined in § 1.402(c)(2), Q&A-2 but does not
include a qualified plan (as defined in § 1.402(c)-2), Q&A-2. Except to the
extent otherwi se provided in this section, an eligible rollover distribution
froma section 403(b) annuity is an eligible rollover distribution described in
section 402(c) (2) and (4) and § 1.402(c)-2, RA-3 through Q%A-10 and Q8A- 14,
except that the distribution is fromsection 403(b) annuity rather than a
qualified plan. Thus, for exanple, to the extent that corrective distributions
described in 8§ 1.402(c)-2, ®A-4 are properly nade froma section 403(b)
annuity, such distributions are not eligible rollover distributions. Simlarly,



in the case of annuity distributions froman annuity contract described in
section 403(b), the entire ampunt of any such annuity payment made on or after
January 1 of the year in which an enpl oyee attains (or would have attai ned) age
70 1/2 will be treated as an anount required under section 401(a)(9) and, thus,
will not be an eligible rollover distribution. The rules with respect to
rollovers in sections 402 (c)(1), (c)(3), and (c)(9) and § 1.402(c)-2, QRA-11
t hrough Q%A-13 and Q&A-15 also apply to eligible rollover distributions from
section 403(b) annuities.

Q2: Is a section 403(b) annuity required to provide the direct rollover
option described in section 401(a)(31) as a distribution option?

A-2: (a) General rule. Yes. Pursuant to section 403(b)(10), section 403(b)
does not apply to an annuity contract, custodial account, or retirenent income
account unless the annuity contract, custodial account, or retirenment incone
account provides that if the distributee of any eligible rollover distribution
elects to have the distribution paid directly to an eligible retirenent plan (as
defined in QQA-1 of this section) and specifies the eligible retirenent plan to
which the distribution is to be paid, then the distribution will be paid to that
eligible retirenment plan in a direct rollover. For purposes of determ ning
whet her a section 403(b) annuity has satisfied this direct rollover requirenent,
the provisions of § 1.401(a)(31)-1 apply to the section 403(b) annuity as
though it were a plan qualified under section 401(a) unl ess otherw se provided
in this section. For exanple, as described in § 1.401(a)(31)-1, ®A-15 a direct
roll over froma section 403(b) annuity to another section 403(b) annuity is a
di stribution and a rollover and not a transfer of funds between section 403(b)
annuities and, thus, is not subject to the applicable | aw governing transfers of
funds between section 403(b) annuities. In applying the provisions of §
1.401(a)(31)-1, the payor of the eligible rollover distributionis treated as
t he plan admi ni strator

(b) Mandatory withholding. As in the case of an eligible rollover
distribution froma qualified plan, if a distributee of an eligible rollover
di stribution froma section 403(b) annuity does not elect to have the eligible
roll over distribution paid directly to an eligible retirenent plan in a direct
rollover, the eligible rollover distribution is subject to 20-percent income tax
wi t hhol di ng i nposed under section 3405(c). See § 31.3405(c)-1 of this chapter
for provisions regarding the withholding requirenents relating to eligible
roll over distributions.

Q 3: Is the payor of a section 403(b) annuity required to provide the
di stributee of an eligible rollover distribution with an explanation of the
direct rollover option?

A-3: Yes. In order to ensure that the distributee of an eligible rollover
di stribution froma section 403(b) annuity has a neaningful right to elect a
direct rollover, the distributee nust be inforned of the option. Thus, within a
reasonabl e tine period before making an eligible rollover distribution, the
payor must provide an explanation to the distributee of his or her right to
elect a direct rollover and the incone tax wi thhol di ng consequences of not
electing a direct rollover. For purposes of satisfying the reasonable tine
period, the qualified plan timng rule provided in 8§ 1.402(f)-1, QRA-2 does not
apply to section 403(b) annuities. However, a payor of a section 403(b) annuity
wi || be deened to have provided the explanation within a reasonable tinme period
if the payor conplies with the time period in that rule.

Q 4: Wien do sections 403(b)(8) and (b)(10), as amended by UCA, and this §
1.403(b)-2 apply to distributions fromsection 403(b) annuities?

A-4: (a) General rule -- (1) Statutory effective date. Section 403(b)(8), as
amended by UCA, and section 403(b)(10), as amended by UCA, apply to
di stributions made on or after January 1, 1993. In addition, the underlying
section 403(b) annuity docunent nust be amended at the time provided in, and the
section 403(b) annuity rust operate in accordance with the requirenents of §
1.401(a)(31)-1, &A-19. Section 522 of UCA provides a special effective date for
governmental section 403(b) annuities. This special effective date is specified



in 8 1.403(b)-2T (as it appeared in the April 1, 1995 edition of 26 CFR part
1).

(2) Regulatory effective date. This section applies to distributions nmade on
or after COctober 19, 1995. For distributions made on or after January 1, 1993
and before COctober 19, 1995, § 1.403(b)-2T (as it appeared in the April 1, 1995
edition of 26 CFR part 1), applies. However, for distributions made on or after
January 1, 1993 but before Cctober 19, 1995, a section 403(b) annuity may
satisfy section 403(b)(10) by substituting any or all provisions of this section
for the corresponding provisions of § 1.403(b)-2T, if any.

H STORY: [T.D. 8619, 60 FR 49199, 49214, Sept. 22, 1995; T.D. 8880, 65 FR 21312,
21315, Apr. 21, 2000]

AUTHORI TY: AUTHORI TY NOTE APPLI CABLE TO ENTI RE PART:
26 U S. C. 7805.

NOTES: [ EFFECTI VE DATE NOTE: 65 FR 21312, 21315, Apr. 21, 2000, anended A-2(a)
and A-4(a) (1), effective Apr. 21, 2000.]

NOTES APPLI CABLE TO ENTI RE CHAPTER

EDI TORI AL NOTE: I RS published a docunent at 45 FR 6088, Jan. 25, 1980, deleting
statutory sections fromtheir regulations. In Chapter |, cross references to the
del eted nmateri al have been changed to the correspondi ng sections of the IRS Code
of 1954 or to the appropriate regulations sections. Wen either such change
produced a redundancy, the cross reference has been del eted. For further

expl anati on, see 45 FR 20795, March 31, 1980.

[ The OVB control numbers for title 26 appear in 8 8§ 601.9000 and 602. 101 of
this chapter.]

NOTES APPLI CABLE TO ENTI RE SUBCHAPTER

Suppl erentary Publications: Internal Revenue Service Loosel eaf Regul ations
System Al cohol and Tobacco Tax Regul ati ons, and Regul ati ons Under Tax
Conventi ons.

EDI TORI AL NOTE: Treasury Decision 6091, 19 FR 5167, Aug. 17, 1954, provides in
part as foll ows:

PARAGRAPH 1. All regulations (including all Treasury decisions) prescribed by,
or under authority duly del egated by, the Secretary of the Treasury, or jointly
by the Secretary and the Conmm ssioner of Internal Revenue, or by the
Conmi ssi oner of Internal Revenue with the approval of the Secretary of the
Treasury, or jointly by the Conmi ssioner of Internal Revenue and the
Conmi ssi oner of Customnms or the Conmi ssioner of Narcotics with the approval of
the Secretary of the Treasury, applicable under any provision of law in effect
on the date of enactment of the Code, to the extent such provision of lawis
repeal ed by the Code, are hereby prescribed under and made applicable to the
provi sions of the Code corresponding to the provision of |aw so repeal ed insof ar
as any such regulation is not inconsistent with the Code. Such regul ati ons shal
become effective as regul ati ons under the various provisions of the Code as of
the dates the correspondi ng provisions of |law are repeal ed by the Code, unti
superseded by regul ations issued under the Code.

PAR. 2. Wth respect to any provision of the Code which depends for its
application upon the promul gation of regulations or which is to be applied
such manner as may be prescribed by regulations, all instructions or rules
effect i mMmmediately prior to the enactrment of the Code, to the extent such

i nstructions or rules could be prescribed as regul ati ons under authority of such
provi sion of the Code, shall be applied as regul ati ons under such provision

n
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i nsofar as such instructions or rules are not inconsistent with the Code. Such
instructions or rules shall be applied as regul ati ons under the applicable
provi sion of the Code as of the date such provision takes effect.

PAR. 3. If any election made or other act done pursuant to any provision of the
I nternal Revenue Code of 1939 or prior internal revenue | aws woul d (except for
t he enactnent of the Code ) be effective for any period subsequent to such
enactment, and if correspondi ng provisions are contained in the Code, such

el ection or other act shall be given the sane effect under the correspondi ng
provi sions of the Code to the extent not inconsistent therewith. The term"act"
includes, but is not Ilimted to, an allocation, identification, declaration
agreenment, option, waiver, relinquishment, or renunciation

PAR. 4. The linmits of the various internal revenue districts have not been
changed by the enactnent of the Code. Furthernore, delegations of authority made
pursuant to the provisions of Reorganization Plan No. 26 of 1950 and
Reor gani zati on Plan No. 1 of 1952 (as well as redel egation thereunder),

i ncl udi ng those governing the authority of the Conm ssioner of Internal Revenue,
t he Regi onal Conmi ssioners of Internal Revenue, or the District Directors of
Internal Revenue, are applicable to the provisions of the Code to the extent
consi stent therewth.



