
  
 

 
 
 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 

       
 

 
     
 ROLLOVER DISTRIBUTIONS: UPDATED MODEL  

NOTICES 
A qualified retirement plan allows individuals to save 
money on a tax-favored basis.  Generally, at the 
point of distribution, contributions and earnings 
thereon are subject to tax.  In certain circumstances, 
the tax-favored savings can be rolled over to another 
tax-favored vehicle.  IRC Section 402(f) requires that 
the plan provide individuals with a notice explaining 
the consequences of various distributions and 
rollover opportunities.   

 
Until recently, if an account included both tax-
favored and after-tax money, the distribution(s) 
included a proportionate share of both types of 
money.  The law now allows like money to be 
distributed; thus, improving the ability to continue 
tax-favored strategies (see last month’s Benefit Beat 
article, Are your Rollover Notices Current?).  
 
On November 24, 2014, the IRS issued Notice 
2014-74. This guidance includes two updated model 
rollover notices that can be used to satisfy the 
obligation to notify participants about available 
options.  One model notice contains appropriate 
language to be used for payments that are not 
derived from a designated Roth account and explains 
how the distribution could be rolled over to an IRA or 
an employer plan.  The other model notice provides 
an explanation of the rollover rules applicable when a 
distribution is derived from a designated Roth 
account.  If an individual is to receive both types of 
money, it is anticipated that both notices would be 
provided. 
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MENTAL HEALTH PARITY COMPLIANCE 
TOOLS 

The Department of Labor's Employee Benefits 
Security Administration (EBSA) recently 
released two updated compliance tools to 
assist plan sponsors in making sure that their 
group health plans meet the requirements 
imposed by the federal mental health parity 
laws.   
 
As background, EBSA, together with the 
Departments of Treasury and Health and 
Human Services, issued final regulations a 
year ago to implement the requirements made 
by the Paul Wellstone and Pete Domenici 
Mental Health Parity and Addiction Equity Act 
(MHPAEA).  The MHPAEA expanded the mental 
health parity provisions enacted in 1996 by 
HIPAA.  The final rules took effect for plan 
years beginning on or after July 1, 2014 (see 
Reminder: Final Mental Health Parity 
Rules Become Effective July 1, Benefit 
Beat, 6/9/14).   
 
In a nutshell, these laws require mental health 
services, including substance use disorders, to 
be treated in a substantially similar manner to 
all covered medical and surgical services 
under a plan, including: 
 Cost-sharing requirements, such as 

deductibles, co-payments, coinsurance, 
and out-of-pocket expenses; and,  

 Treatment limitations, such as frequency of 
treatments, number of visits, days of 
coverage, or similar plan limits.  

 
Generally, these mental health parity rules 
apply to: 
 Group health plans sponsored by 

employers employing 50 or more 
employees;  

 Grandfathered and non-grandfathered 
individual policies; and  

 Small non-grandfathered insured plans 
subject to the Affordable Care Act’s 
essential health benefit provisions. 

 
 
 

 
 
EBSA’s updated Self-Compliance Tool and 
Compliance Assistance Guide incorporate 
the final MHPAEA rules, both of which can be 
accessed from EBSA’s dedicated Mental 
Health Parity webpage.   
 

USE OF ELECTRONIC MEDIA FOR 
QUALIFIED TRANSPORTATION EXPENSES 

Under a qualified transportation program, 
employers can reimburse employees for 
certain commuter expenses such as parking, 
mass transit fares, and van pooling on a tax-
favored basis.  On November 21, 2014, the 
IRS issued guidance (Revenue Ruling 2014-
32) about how a qualified transportation plan 
can reimburse expenses in a tax-favored 
manner.   Essential to this analysis is that the 
employer sponsoring the plan must ensure 
that the transit expense has been incurred 
prior to it being reimbursed.  Further, the 
employee must annually certify that all 
expenses have in fact been used for qualified 
transit purposes.   
 
There are a number of methodologies that can 
be used to reimburse such expenses including 
a credit or debit card, a terminal-restricted 
debit card, a merchant category code (MCC) 
card, smart card or other types of electronic 
media.  According to this Revenue Ruling, 
there is no bright line test available to 
determine the appropriateness of the 
particular reimbursement methodology; rather 
the facts and circumstances govern whether 
the requirement that the reimbursement be 
made after the expense has been incurred is 
satisfied.  This guidance provides eight 
different examples illustrating instances that 
are permissible and those that aren’t.  An 
employer sponsoring a qualified transit 
program that uses debit or other types of 
smart card payment methodologies would be 
advised to review these examples to ensure 
that their program complies. 
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INSIGHT INTO IRS RETIREMENT PLAN 
AUDITS 

IRS Publication 1-EP, Understanding the 
Employee Plans Examination Process, 
provides insight into what can be expected in 
the event of a retirement plan audit.  
Employers sponsoring retirement plans, and 
particularly those for whom a voluntary 
correction program might be appropriate, 
would be advised to review this publication. 
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The information contained in this Benefit Beat is not 
intended to be legal, accounting, or other professional 
advice, nor are these comments directed to specific 
situations. This information is provided as general 

guidance and may be affected by changes in law or 
regulation. This information is not intended to replace or 

substitute for accounting or other professional advice. You 
must consult your own attorney or tax advisor for 

assistance in specific situations.  
This information is provided as-is, with no warranties of 

any kind. CBIZ shall not be liable for any damages 
whatsoever in connection with its use and assumes no 

obligation to inform the reader of any changes in laws or 
other factors that could affect the information contained 

herein.  
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