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EMPLOYEE BENEFITS ALERT

IRS Extends and Expands Relief Provided for Transfer of Assets from
U.S. Retirement Plans to Retirement Plans in Puerto Rico

After many requests by professional organizations and legal practitioners, both in the U.S. and
Puerto Rico, the U.S. Internal Revenue Service (“IRS”) recently issued Notice 2012-6 (“Notice
2012-6,” and available here) providing relief for certain asset transfers from U.S. retirement plans to
Puerto Rico plans. Notice 2012-6 principally provides for:

o Extension of Relief under Revenue Rulings 2008-40 and 2011-1 (“RR 2008-40”" and “RR
2011-1,” respectively)*

o RR 2008-40 provided relief for the U.S. tax-free transfer of assets from a retirement
plan qualified under Section 401(a) of the U.S. Internal Revenue Code of 1986, as
amended (U.S. Code”), funded through a trust with a situs in the U.S. and
benefiting Puerto Rico residents (“US Plan”), to a plan qualified exclusively under
Section 1165(a) of the Puerto Rico Internal Revenue Code of 1994, as amended,
predecessor to Section 1081.01 of the Puerto Rico Internal Revenue Code of 2011,
as amended (“2011 PR Code”) , funded through a trust with a situs in Puerto Rico
which, pursuant to Section 1022(i)(1) of the Employee Retirement Income Security
Act of 1974, as amended (“ERISA”), is exempt from U.S. taxes under US Code
Section 501(a) (“1022(i)(1) Plan”), if the transfer was made prior to January 1,
2011. RR 2011-1, among others, extended the relief under RR 2008-40 to
transfers made prior to January 1, 2012.

o In order to allow sponsors to evaluate whether to spin-off the portion related with
employees in Puerto Rico of their respective US Plan and consider the effects of
the changes under the 2011 PR Code, Notice 2012-6 extends the relief provided in
RR 2008-40 and RR 2011-1 for transfers from US Plans (regardless of whether the
plan participates in an “81-100 Group Trust™**) to 1022(i)(1) Plans, if the transfer is
made prior to January 1, 2013.

o In addition, Notice 2012-6 indefinitely extends the relief provided in RR 2008-40
and RR 2011-1 for transfers from US Plans that participated in an 81-100 Group
Trust on January 10, 2011, to 1022(i)(1) Plans, until a deadline is set forth in
guidance to be issued by the IRS in the future regarding the participation of
1022(i)(1) Plans in 81-100 Group Trusts.


http://www.irs.gov/pub/irs-drop/n-12-06.pdf
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o Expansion of Relief under RR 2011-1

o In addition to extending the time period provided by RR 2008-40 for the transfer of
assets, RR 2011-1 established that the IRS would not treat an 81-100 Group Trust
as failing to satisfy the requirements of IRS RR 81-100 merely because the 81-100
Group Trust includes assets of a 1022(i)(1) Plan, as long as certain requirements
are met.

o Notice 2012-6 provides that the relief provided in RR 2011-1 continues to apply
and is expanded to cover an 81-100 Group Trust, with respect to an investment by
a 1022(i)(1) Plan that is the recipient of assets transferred from a US Plan pursuant
to the transition relief under RR 2008-40, RR 2011-1 and the Notice, if the
transferred assets from the US Plan were held in an 81-100 Group Trust on
January 10, 2011.

* See our Alerts on RR 2008-40 here and RR 2011-1 here.
> See our Alert on the retirement plans provisions under the 2011 PR Code here.
o An 81-100 Group Trust is a trust fund exempt from taxation under US Code Section 501(a) which assets can be

pooled for investment purposes. (See IRS Revenue Ruling 81-100)

If you have any questions or would like our assistance regarding this matter, you may contact any
of the following members of our Employee Benefits Practice Team:

Juan Luis Alonso 787-250-5655 jla@mcvpr.com
Yamary Gonzélez 787-250-5687 yg@mcvpr.com
Lillian Toro Mojica 787-250-2608 [tm@mcvpr.com
Mayleen Santiago 787-250-2616 msg@mcvpr.com

The content of this McV Alert has been prepared for information purposes only. It is not intended as, and does not constitute, either legal
advice or solicitation of any prospective client. An attorney-client relationship with McConnell Valdés LLC cannot be formed by reading or
responding to this McV Alert. Such a relationship may be formed only by express agreement with McConnell Valdes LLC.


http://www.mcvpr.com/CM/McVAlerts/TAX%20FLASH%20ALERT.pdf
http://www.mcvpr.com/CM/McVAlerts/IRS-extends-relief-period-Revenue-Ruling-2008-40-until-January-1-2012.pdf
http://www.mcvpr.com/CM/NewsPublications/Employee-Benefits-Act-232-2011.pdf

