
ments adopted after December 7, 1994,
which would cause an existing plan to fail
to be qualified.

.03 This extension also applies for pur-
poses of the time by which employers
must either adopt an M&P or volume sub-
mitter plan or certify their intent to adopt
a GUST-approved M&P or volume sub-
mitter plan in order to be eligible for the
extension described in section 19 of Rev.
Proc. 2000–20.   However, the December
31, 2000, deadline for submission of ap-
plications for opinion and advisory letters
under section 19 of Rev. Proc. 2000–20 is
not extended.

.04 The TRA ‘86 remedial amendment
period for governmental plans is extended
to the end of the GUST remedial amend-
ment period for governmental plans de-
scribed above.  The TRA ‘86 remedial
amendment period for nonelecting church
plans is extended to the end of the GUST
remedial amendment period for non-
governmental plans described above.
Thus, nonelecting church plans now have
a single amendment deadline for all
GUST and TRA ‘86 plan amendments, in-
cluding amendments relating to the
nondiscrimination requirements.  The ad-
ditional administrative relief provided
under Notice 92–36, 1992–2 C.B. 364,
continues to be available to governmental
and nonelecting church plans through the
end of their respective remedial amend-
ment periods with respect to the applica-
ble nondiscrimination requirements.

SECTION 5.  EXTENSION OF
EXTENDED RELIANCE PERIOD

The TRA ‘86 extended reliance period
is extended by an additional year.  A plan
with extended reliance must be amended
by the end of the GUST remedial amend-
ment period to the extent necessary to
comply with regulations or administrative
guidance of general applicability issued
since the date of the plan’s favorable TRA
‘86 determination letter.  These amend-
ments must be made effective no later
than the first day of the plan year in which
the GUST remedial amendment period
ends, and, except in the case of M&P or
volume submitter plans, no earlier than
the first day of the plan year in which the
amendments are adopted.  (But see Rev.
Rul. 94–76, 1994–2 C.B. 46, and Rev.
Rul. 96–47, 1996–2 C.B. 35.)

SECTION 6.  EFFECT ON OTHER
DOCUMENTS

Rev. Procs. 98–14, 99–23, 2000–6, and
2000–20 are modified.

SECTION 7.  EFFECTIVE DATE

This revenue procedure is effective
June 26, 2000.

DRAFTING INFORMATION

The principal author of this revenue
procedure is James Flannery of the Tax
Exempt and Government Entities Divi-

sion.  For further information regarding
this revenue procedure, contact the Em-
ployee Plans Division’s telephone assis-
tance service between the hours of 1:30
and 3:30 p.m. Eastern time, Monday
through Thursday, on (202) 622-6074/75.
(These telephone numbers are not toll-
free.)   

Weighted Average Interest Rate
Update

Notice 2000–31

Notice 88–73 provides guidelines for
determining the weighted average interest
rate and the resulting permissible range of
interest rates used to calculate current lia-
bility for the purpose of the full funding
limitation of § 412(c)(7) of the Internal
Revenue Code as amended by the Om-
nibus Budget Reconciliation Act of 1987
and as further amended by the Uruguay
Round Agreements Act, Pub. L. 103–465
(GATT).

The average yield on the 30-year Trea-
sury Constant Maturities for May 2000 is
6.15 percent.    

The following rates were determined
for the plan years beginning in the month
shown below.
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90% to 105% 90% to 110%
Weighted Permissible Permissible 

Month Year Average Range Range 

June 2000 6.01 5.41 to 6.31 5.41 to 6.61

Drafting Information

The principal author of this notice is
Todd Newman of the Employee Plans,
Tax Exempt and Government Entities Di-
vision.  For further information regarding
this notice, call the Employee Plans Actu-
arial hotline, (202) 622-6076 between
2:30 and 3:30 p.m. Eastern time (not a
toll-free number).  Mr. Newman’s number
is (202) 622-8458 (also not a toll-free
number).

Eligible Rollover Distributions

Notice 2000–32

I.  PURPOSE

This notice provides additional relief
relating to the exception to the definition
of eligible rollover distribution for certain
hardship distributions.  This exception
was added to §§ 402(c)(4) and
403(b)(8)(B) of the Internal Revenue
Code (the “Code”) by § 6005(c)(2)(A)

and (B) of the Internal Revenue Service
Restructuring and Reform Act of 1998,
Pub. L. 105–206 (“RRA 98”).  Transition
relief and guidance relating to the excep-
tion was initially provided in Notice
99–5, 1999–3 I.R.B. 10.  In response to
comments from representatives of plan
sponsors and recordkeepers regarding
their significant difficulties in implement-
ing certain requirements of Notice 99–5,
this notice provides permanent relief to
sponsors of qualified plans where records



pertaining to pre-1989 contributions are
unavailable, and also provides transition
relief to sponsors of both qualified plans
and § 403(b) annuities from certain other
requirements of Notice 99–5.

II. BACKGROUND

Section 401(a)(31) requires a qualified
plan to permit distributees to elect to have
an eligible rollover distribution paid di-
rectly to an eligible retirement plan speci-
fied by the distributee.

Section 403(b)(10) provides that a
§ 403(b) annuity must meet requirements
similar to the requirements of
§ 401(a)(31).

Section 402(c)(4) generally provides
that any distribution of all or any portion
of the balance to the credit of an em-
ployee in a qualified plan is an eligible
rollover distribution.  However, as excep-
tions to this general rule, that section
specifies certain distributions that are not
eligible rollover distributions.

Prior to amendment by RRA 98, the
only exceptions to the definition of eligi-
ble rollover distribution provided for in
§ 402(c) were any distribution that is one
of a series of substantially equal periodic
payments made for certain periods, any
distribution to the extent such distribution
is required under § 401(a)(9), and any dis-
tribution that is not includible in gross in-
come (determined without regard to the
exclusion for net unrealized appreciation
described in § 402(e)(4)).

Section 403(b)(8) provides that rules
similar to those in § 402(c)(4) apply for
purposes of determining the amount eligi-
ble for rollover from a § 403(b) annuity.
Section 1.403(b)–2, Q&A-1 provides that
an eligible rollover distribution from a
§ 403(b) annuity is an eligible rollover
distribution described in § 402(c)(4) and
§ 1.402(c)–2, except that the distribution
is from a § 403(b) annuity rather than a
qualified plan.

Section 6005(c)(2)(A) of RRA 98
added § 402(c)(4)(C) to the Code, which
specifies an additional exception to the
definition of eligible rollover distribution
for any hardship distribution described in
§ 401(k)(2)(B)(i)(IV), effective for distri-
butions after December 31, 1998.  Section
6005(c)(2)(B) of RRA 98 amended
§ 403(b)(8)(B) of the Code to include a
specific reference to § 402(c)(4)(C).
Thus, the new exception also applies to

distributions from § 403(b) annuities.
Section 401(k)(2)(B)(i) provides that

contributions made under a qualified cash
or deferred arrangement (“CODA”) are
not permitted to be distributed earlier than
the occurrence of certain specified events.
Under § 401(k)(2)(B)(i)(IV), an em-
ployee’s elective contributions may be
distributed upon the hardship of the em-
ployee.  Section 1.401(k)–1(d)(2)(ii) pro-
vides that qualified nonelective and quali-
fied matching contributions that were
treated as elective contributions, plus
earnings on these contributions and on
elective contributions, credited to an em-
ployee’s account as of a date specified in
the plan containing the qualified CODA
(which date generally was required to be
before July 1, 1989) may also be distrib-
uted upon the hardship of the employee.
The date described in the preceding sen-
tence is hereinafter referred to as the “‘89
date” and the amounts described in the
preceding sentence are hereinafter re-
ferred to as “pre-’89 401(k) amounts.”
Contributions not made under a qualified
CODA, such as matching contributions or
profit-sharing contributions, are not de-
scribed in § 401(k)(2)(B)(i)(IV).

Sections 403(b)(1) and 403(b)(11) pro-
vide that amounts contributed pursuant to
a salary reduction agreement for years be-
ginning after December 31, 1988, are not
permitted to be distributed earlier than the
occurrence of certain specified events.
Under § 403(b)(11)(B), such amounts
may be distributed upon the hardship of
the employee.  Amounts held in an annu-
ity contract described in § 403(b)(1) as of
the close of the last year beginning before
January 1, 1989, and amounts contributed
to the contract as nonelective employer
contributions are generally not subject to
distribution restrictions.

Sections 403(b)(7) and 403(b)(11) pro-
vide that amounts contributed to a custo-
dial account described in § 403(b)(7) are
not permitted to be distributed earlier than
the occurrence of certain specified events.
Under §§ 403(b)(7) and 403(b)(11), con-
tributions made pursuant to a salary re-
duction agreement, as well as any other
amounts held in the custodial account as
of the close of the last year beginning be-
fore January 1, 1989, may be distributed
upon the hardship of the employee.

Notice 99–5 provided transition relief
from the requirements of § 6005(c)(2)(A)

and (B) of RRA 98 by permitting quali-
fied plans and § 403(b) annuities to treat
those distributions made in calendar year
1999 that would have been eligible
rollover distributions under § 402(c)(4)
immediately prior to its amendment by
RRA 98 as eligible rollover distributions
for all purposes under the Code.

Notice 99–5 also provided that, for pur-
poses of § 6005(c)(2)(A) and (B) of RRA
98, “a hardship distribution described in
§ 401(k)(2)(B)(i)(IV)” includes only
amounts described in § 1.401(k)–1
(d)(2)(ii), including pre-’89 401(k)
amounts, and does not include amounts
that are distributable under the Code with-
out regard to the hardship of the employee.
Similar rules were provided with respect to
§ 403(b) annuities.  In addition, Notice
99–5 provided that if another event occurs,
such as the employee’s separation from
service or attainment of age 59 1/2, so that
distribution of an amount is permitted
under the Code, without regard to hard-
ship, no amount distributed after that event
is ineligible for rollover treatment on ac-
count of being a hardship distribution de-
scribed in § 401(k)(2)(B)(i)(IV). Lastly,
Notice 99–5 provided that if a portion of a
distribution that includes a hardship distri-
bution is not includible in gross income,
the portion of the distribution that is not in-
cludible in gross income is first allocated
to the hardship distribution.  Notice 99–5
provided that the above rules were first ap-
plicable to distributions made after De-
cember 31, 1999.

III.  DEFINITIONS

For purposes of this notice, a “§ 403(b)
annuity” includes an annuity contract, a
custodial account, and a retirement in-
come account described in § 403(b) (see
§ 1.403(b)–2, Q&A-1) and a “qualified
plan” is an employees’ trust described in
§ 401(a) that is exempt from tax under
§ 501(a) or an annuity plan described in
§ 403(a) (see § 1.402(c)–2, Q&A-2).

IV.  RELIEF

Representatives of plan sponsors and
recordkeepers have raised concerns about
certain of the requirements of Notice 99–5.
Those representatives indicated that, in
many cases, plan records were inadequate
to comply with the requirement that
amounts treated as ineligible for rollover by
reason of RRA 98 be limited to the amount



described in § 1.401(k)–1(d)(2)(ii), particu-
larly with respect to pre-’89 401(k)
amounts.  In addition, it was stated that, in
light of the extensive revisions to computer
systems required to prevent “Y2K” prob-
lems, plan sponsors and recordkeepers
were unable to modify their systems to
comply with certain other requirements of
Notice 99–5 by January 1, 2000, the date
transition relief under Notice 99–5 became
no longer available.

In response to these concerns, the re-
quirements of Notice 99–5 are modified
as follows:
(i) Pre-’89 401(k) Amounts.As noted,

under Notice 99–5, amounts that are
ineligible for rollover by reason of
§ 6005(c)(2)(A) of  RRA 98 are lim-
ited to amounts described in
§ 1.401(k)–1(d)(ii), including pre-’89
401(k) amounts.  Concerns have been
raised that, in many instances, plan
records do not make it possible to dis-
tinguish pre-’89 401(k) amounts from
other amounts credited to an em-
ployee’s account as of the ‘89 date.

Accordingly, if a qualified
plan’s records are not reasonably
available to segregate an employee’s
pre-’89 401(k) amounts from other
amounts that, as of the ‘89 date, were
credited to the employee’s account,
then, for purposes of determining
what is an eligible rollover distribu-
tion, the plan must treat the other
amounts as described in § 401(k)(2)–
(B)(i)(IV).  That is, the other amounts
are treated the same as pre-’89 401(k)
amounts and elective contributions
and are therefore treated as ineligible
for rollover when distributed on
account of hardship.

(ii) Satisfaction of Another Statutory Dis-
tributable Event. Notice 99–5 pro-
vides that, if another event occurs,
such as the employee’s separation
from service or attainment of age 59
1/2, so that distribution of an amount
is permitted under § 401(k)(2)(B),
§ 403(b)(7) or § 403(b)(11) without
regard to hardship, no amount distrib-
uted after that event is ineligible for
rollover treatment on account of being
a hardship distribution described in
§ 401(k)(2)(B)(i)(IV), § 403(b)(7) or
§ 403(b)(11).  Plan sponsors and
recordkeepers indicated to the Service
that, in many instances, their systems

are unable to track whether a distribu-
tion made on account of hardship
under the terms of the plan might also
be distributable under another statu-
tory provision.

Therefore, as an alternative to
the rule in Notice 99–5, until further
guidance is issued, a distribution that
is described in § 401(k)(2)(B)(i)(IV),
§ 403(b)(7) or § 403(b)(11) and that is
made as a hardship distribution under
the terms of a qualified plan or
§ 403(b) annuity may be treated as
ineligible for rollover even though
another event has occurred that could
entitle the recipient to a distribution
without regard to hardship under
§ 401(k)(2–)(B)(i)(IV), § 403(b)(7) or
§ 403(b)–(11). Thus, for example, if a
profit-sharing plan containing a qual-
ified CODA provides that in-service
distributions are available only upon
hardship, an in-service distribution
made to a participant aged 62 may, to
the extent of elective contributions
and other amounts described in
§ 1.401(k)–1(d)(2)(ii) (including
amounts described in (i) above that
are treated as pre-’89 401(k)
amounts), be treated as ineligible for
rollover. Alternatively, if the rule in
Notice 99–5 is followed, the distribu-
tion in this example to the age-62 par-
ticipant may be treated as eligible for
rollover.

(iii) Allocation of Basis.  The plan sponsor
and recordkeeper community also
raised concerns about the feasibility of
timely programming their systems to
follow the basis allocation rules of
Notice 99–5.  Therefore, until further
guidance is issued, if a portion of a
hardship distribution from a qualified
plan or a § 403(b) annuity is not in-
cludible in gross income, the portion
of the distribution that is not includi-
ble in gross income may be allocated
to the portion ineligible for rollover or
the portion eligible for rollover (or be-
tween the two portions) using any rea-
sonable method.

A qualified plan or § 403(b) annuity
generally must, in applying the above
rules, be consistent in the treatment of all
distributions. 

V.  EFFECT ON OTHER DOCUMENTS

Notice 99–5 is modified.

VI.  DRAFTING INFORMATION

The principal author of this notice is
Roger Kuehnle of the Tax Exempt and
Government Entities Division.  For fur-
ther information regarding this notice,
please contact the Employee Plans’ tax-
payer assistance telephone service at
(202) 622-6074/6075 (not toll-free num-
bers) between the hours of 1:30 and 3:30
p.m. Eastern Time, Monday through
Thursday.

Proposed 2001 Form 1042-S,
Foreign Person’s U.S. Source
Income Subject to Withholding

Announcement 2000–54

The Internal Revenue Service announces
that it is requesting comments from the
public on proposed revisions to the 2001
Form 1042-S.  This form is used by U.S.
withholding agents to report the withhold-
ing of U.S. income tax on certain U.S.
source income paid to foreign persons.

This announcement provides a draft
copy of the 2001 Form 1042-S.  The form
is being issued so that withholding agents
can adapt their systems to comply with
the regulations under sections 1441, 1442,
and 1443, which were recently amended
by T.D. 8881 (published on May 22,
2000, in 65 F.R. 32152 and again on June
5, 2000, in 2000–23 I.R.B 1158).  Filers
and recipients of the form are advised that
the form may be revised based on further
developments and comments. 

Form 1042-S was previously released
for public comments on April 19, 1999
(Announcement 99–46, 1999–16 I.R.B.
13).  We made the following changes to
the form as the result of those comments:
• VOID box. This box has been added to

the recipient copies (Copies B, C & D).
• Box 2 (Gross income), Box 4 (Net in-

come), Box 7 (U.S. Federal tax with-
held), and Box 8 (Amount reim-
bursed to recipient). We increased the
width of these boxes. 

• Box 9 (Withholding agent’s EIN) and
Box 14 (Recipient’s U.S. TIN). We
increased the width of the checkboxes
so that they are easier to line up in a
printer.

• Box 10 (Withholding agent’s name
and address) and Box 13 (Recipient’s
name and address).  We positioned
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were unable to modify their systems to
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