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Introduction

In December 2002, the Treasury Department and the Internal Revenue Service issued
proposed regulations relating to age discrimination for qualified plans, including
proposed regulations for cash balance plans under Internal Revenue Code Section
401(a)(4). Yesterday, the Treasury Department and |IRS announced that it will be
withdrawing certain proposed regulations relating to cash balance plans. The proposed
regulations are being withdrawn in response to a number of comments regarding
problems in converting traditional pension plans to cash balance plans. In response to
the comments, the Treasury and IRS noted that the proposed regulations would have
the unintended consequence of making it more difficult for employers to provide
transitional relief to workers in cash balance conversions. The announcement
withdrawing the proposed regulations notes that the “ Treasury and IRS remain
concerned about the potential for plan sponsors to avoid the requirements of the new
comparability regulations through the use of a cash balance plan.” The announcement
aso notes that the Treasury Department and IRS intend to issue hew proposed
regulations that will address the specific concerns without creating impediments to
conversion practices made in the interests of fairness to participants. Until the new
proposed regulations are issued, the fate of cash balance plan conversions remains
uncertain.
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For Additional Information

This client aert can be found, together with other recent Chadbourne & Parke LLP
client aerts, at http://www.chadbourne.com/publications/sub_Publications.html. If you

have any questions regarding cash balance plans, please contact any of the following:
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If you would like additional copies of this client alert, please contact Doreen Norden, Director of Marketing and
Creative Services, at (212) 408-5190 or e-mail: dnorden@chadbourne.com.
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