PENSION & BENEFITS QUARTERLY
President’s Letter
Welcome to the Winter newsletter for the
San Francisco Chapter of the WP&BC. We
have several exciting programs coming up, as
well as a new membership initiative. Before
I describe these items, I’d like to express our
chapter’s deep gratitude for the long service
and hard work of our newsletter editor –
Melissa Mayhew!
Thanks, Melissa!
We are grateful to Melissa for preparing and editing our
newsletter over the last four years. During this time, she has
steered the newsletter to new heights, with engaging member
proﬁles, insightful articles and updates, and a fun and readable
product we can enjoy. Thank you, Melissa!
Katuri Kaye of Trucker◆Huss will become our newsletter
editor beginning in 2014. Katuri has prepared our regulatory
updates over many years (during which time she has been
blessed with tremendous change to tell us about). We are
grateful to Katuri for her tireless work in this area. She and
Melissa will work together on the Spring issue, and then Katuri
will take over the editorship in Summer 2014.
Washington Update
Please mark Wednesday, January 22, 2014, on your calendar!
ASPPA’s Ron Triche will provide a Washington update,
addressing the possibilities for tax reform and other changes
in the retirement area. Ron will discuss the political climate in
Washington and how this might translate into statutory and
regulatory changes. This session will be held at The Orrick
Building in downtown SF. Please join us for a timely and
insightful session.
Note: the bar will be open starting at 4:00 pm and will be
hosted until our program formally begins at 4:30 pm. Come
early to socialize with your Western Pension friends and
colleagues.
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Stay after the session for our Past Presidents’ Reception!
We’ll honor Ron Triche and our other past presidents in the
social hour following the program. And we’ll answer your
questions, like “Who was president ﬁrst – Lee Trucker or
Brad Huss?” “Which president served twice – ten years
apart?” and “Who was the ﬁrst female president of the
chapter?” No fair looking on the website...
Membership Initiative
Beginning this month, our chapter will be looking at how
we attract and retain our members. We’ll look at how we
make connections – within the beneﬁts community, in social
media, through similar organizations – and consider how
to broaden and deepen our member interactions. We want
to enhance and improve these member connections and
ensure WP&BC-SF continues to be a valuable part of your
professional experience. If you have ideas about how we can
deepen our membership inﬂuence and increase our connections, please contact us!
Spring Chapter Meetings
We look forward to our upcoming spring meetings:
• March 11, 2014: “McNuggets” session of several
beneﬁts topics, addressed sequentially, each in some
depth by topic experts. At the Palace Hotel.
• April 7, 2014: Joint Meeting with The Commonwealth
Club to discuss retirement policy. At The Commonwealth
Club at 595 Market St.
What Happens in Vegas…
Our Annual Conference will return to the Bellagio in Las
Vegas in 2014. Dates are July 27–30. Intensive planning is
already underway to bring you a terriﬁcally engaging and
educational conference. Please mark your calendars and plan
to attend!
Thanks for your support,
Andrew Ferguson
aferguson@altmancronin.com
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MEET MEMBER

Jessica Qikai Chen
Name:

Jessica Qikai Chen

Company:

Aon Hewitt

Title:

Associate Partner, International Retirement and Investment Consulting

Education:

Master of Actuarial Science, Georgia State University; Master of
Hotel Management, University of Massachusetts, Amherst

Years in the industry:

13

Please tell us about
your ﬁrst “real” job:

I was a Teaching Assistant for a Cooking Class in West Texas.

BUSINESS BACKGROUND
Nature of your work: In my current role, I provide Global Retirement and Investment Consulting services for retirement beneﬁts Plan Sponsors
around the world. My focus is on providing clients with a thorough understanding of the ever-changing landscape as it pertains to beneﬁt
plan management. Many companies around the world face similar issues in addressing their employee’s retirement concerns. Similar issues
include dealing with an aging workforce, shifting from a deﬁned beneﬁt to a deﬁned contribution model, and addressing continually less
sustainable public retirement systems, all while making sure to remain in compliance with all local legal, regulatory, labor and ﬁnancial
requirements. My job is to consult with clients to provide an innovative solution that helps them to address their needs as Plan Sponsors,
as well as their employees, whereby creating a streamlined, cost effective, and efﬁcient approach for their plan administration. My
specialization is in Deﬁned Contribution Governance and Consulting for Emerging and Frontier markets.
How you got into the ﬁeld: While studying at Georgia State University, I was offered an internship with a leading human resource consulting
ﬁrm which progressed into being an offered a full time Actuarial position in Atlanta. Since that time I have been able to gain knowledge in
various roles including as a pension auditor, a merger and acquisition specialist and pension actuary. In 2008, I had a great opportunity to
leverage my vast experience and lead a Retirement Consulting business in Shanghai which evolved into a National Business Development
Leadership role. At that time there were not many colleagues in my ﬁeld focusing on aging and retirement issues in China and I was looked
at as an expert in the ﬁeld. This allowed me to lead several regional and national retirement industry studies sponsored by the government.
I was also able to provide support on strategic consulting projects for several newly established pension providers across Asia. It was an extremely rewarding experience to provide this new retirement infrastructure support to areas in China, India and Korea. I returned to the United
States in June of 2013 to continue my career in providing consulting for retirement and investment related services.
What you like about the ﬁeld: To be honest, everything! The ability to address a client’s situation and provide an array of solutions that will
help that client be more efﬁcient as a company while providing a crucial beneﬁt for its employees is extremely rewarding. I take great pride
in knowing that a solution I may provide for a client whether it is big in scope, or tiny in the details, can make a positive difference for the
individual employee that is counting on retirement security later in life.

PERSONAL
Ways you spend free time: Yoga, swimming and reading
Guiding philosophy: Stay Hungry, Stay Foolish (It feels right when back in the Bay Area)
Favorite charity: I tend to focus on charities that support women and education. As I have grown physically, mentally and professionally
I look back at the many educational opportunities I have had and I want to make an impact for young women today in providing resources
to further their education and development.
Last books read: “The Daughter of Time” by Josephine Tey. Believe it or not I use mystery novels to help gain insight for my work in the
merger and acquisition space. You are given pieces of a puzzle in a somewhat ambiguous way and are tasked with ﬁnding the right solution
while dealing with time constraints and outside forces. “A Singing Wall” by Mo Yan. While I am not a big fan of Mo’s works per se, I like
to have knowledge about the Nobel Laureate to help carry me in social conversations. “Against the Gods: The Remarkable Story of Risk”
by Peter Bernstein. Whenever I am exhausted from my work, or question my decision to become an Actuary, I turn to this little treasure for
inspiration. It reignites the ﬁre and makes me proud of the profession I chose.
What will you do when you retire: Hmmmmmm – I hope to be one of those lucky people who never have to fully retire from what they love
to do!
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Steve Itelson

Name:

Steve Itelson

Company:

Self-Employed

Title:

Consulting Actuary and Owner

Education:

BS Harvey Mudd College, MA SF State University (both in Math)

Years in the industry:

39. I have also been teaching math at City College since 1993.

Please tell us about
your ﬁrst “real” job:

I taught algebra and geometry at Campbell High School. The summer before college, I sold Fuller Brush
products door-to-door. There were many polite “no thanks” with a small percentage of sales and a very
small amount of rudeness. Customers paid upon delivery so that took much more time than expected.

BUSINESS BACKGROUND
Nature of your work: Actuarial valuation of retirement beneﬁts for public agencies. In the last few years it is almost all retiree health
per GASB 45.
How you got into the ﬁeld: I couldn’t get a teaching job in 1974, and my college roommate suggested I try actuarial work.
What you like about the ﬁeld: It is math applied to something interesting. I predict the long term future and I am occasionally right in
the short term.
Career Highlights: When at Segal in 1985, our report for CalPERS on several topics got a nice letter to the national ofﬁce and
helped my career. Other highlights were working with San Jose (mostly on Police and Fire beneﬁts) from 1983 to 1998 – with Segal
and on my own. I was able to work with all groups and attended some interesting bargaining sessions. I also enjoyed working with
Marin County for many years, making them the ﬁrst “1937 Act County” to use a market-related asset value in 1981.

PERSONAL
Ways you spend free time: Reading (mostly periodicals), food and wine,
walking, watching sports.
Guiding philosophy: Very long ago, a boss of mine had a motto “demand
the impossible, get the improbable” that I adopted for myself.
Guiding Philosophy: Work for social justice.
Favorite charity: Food providers including SF Food Bank, Meals on Wheels,
St. Anthony’s, Project Open Hand, and Mazon.
Last books read: Chris Hayes’ Twilight of the Elites and Cara Black, Murder
Below Montparnasse.
Restaurant recommendations: Neighborhood favorites are Bacco, Fireﬂy,
Le Zinc and Lupa; I also like Baker and Banker.
What will you do when you retire: Only a few months to go! Travel, hike, play with grandchild, tutor statistics at City College, and
attend day Giants games. Learn some new things and re-learn some from the past.
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Qualiﬁed Retirement Plans

Proposed Rule for Magnetic Media Filings of Plan Returns Issued:
On August 29, 2013, the Internal Revenue Service (the
“Service”) and the Department of Treasury (“Treasury”) issued
proposed regulations relating to the requirements for ﬁling
certain qualiﬁed retirement plan statements, returns, and
reports on magnetic media. The term “magnetic media”
includes electronic ﬁling, as well as other magnetic media
speciﬁcally permitted under applicable regulations, revenue
procedures, publications, forms, and instructions. The Service
and Treasury note that electronic ﬁling of tax returns beneﬁts
taxpayers and the Service by reducing errors that are more
likely to occur during the manual preparation and processing
of paper returns. Because electronic ﬁling results in faster
settling of accounts and better customer service, the Service
and Treasury believe that requiring qualiﬁed retirement plan
statements, returns, and reports to be ﬁled electronically will
improve the timeliness and accuracy of the information for
both the public and the qualiﬁed retirement plan community.
The proposed regulations would affect plan administrators
and employers maintaining qualiﬁed retirement plans that are
subject to various employee beneﬁt reporting requirements
under Sections 6057, 6058, and 6059 of the Internal Revenue
Code of 1986, as amended (the “Code”), (e.g., Form 8955-SSA,
Form 5500 series, Schedule SB and Schedule MB), and are
required to ﬁle at least 250 returns during the calendar year
that includes the ﬁrst day of the plan year. The regulations are
proposed to apply for employee retirement beneﬁt plan statements, notiﬁcations, returns, and reports required to be ﬁled
under such Code Sections for plan years that begin on or after
January 1, 2014, but only for ﬁlings with a ﬁling deadline (not
taking into account extensions) after December 31, 2014.
http://www.irs.gov/
2011 Private Pension Plan Bulletin Released: On September 5,
2013, the Department of Labor’s Employee Beneﬁts Security
Administration (the “EBSA”) released data obtained from
private qualiﬁed retirement plans’ annual Form 5500 reports
in its annual Private Pension Plan Bulletin (the “Bulletin”).
The Bulletin contains ﬁndings from the 2011 plan year and
includes the following highlights:
•

The total amount of assets held by qualiﬁed retirement
plans increased by 1% to $6.35 trillion, with deﬁned
beneﬁt plan assets increasing by 2.8% to $2.52 trillion and
deﬁned contribution plan assets decreasing by 0.1% to
$3.83 trillion;

•

The total number of qualiﬁed retirement plans decreased
to approximately 683,000 plans, which is a 2.5 percent
decrease from the 2010 plan year, with the total number
of deﬁned contribution plans declining by 2.5% and the
number of deﬁned beneﬁt plans decreasing by 2.8%;

•

The total number of active participants decreased from
90.6 million to 90.2 million, with the total number of
active deﬁned beneﬁt plan participants decreasing by
3.9% and the total number of active deﬁned contribution
plan participants increasing by 0.3%;

•

The total number of deﬁned contribution plans under
Code Section 401(k) decreased from 519,000 to 513,000,
however the total number of active participants in Code
Section 401(k) plans increased by 1.4%; and

•

Overall, qualiﬁed retirement plans disbursed $6.4 billion
more than they received in contributions, with deﬁned
beneﬁt plans disbursing $37.3 billion more than they
collected in contributions and deﬁned contribution
plans disbursing $30.8 billion less than they received
in contributions.

The Bulletin, which also contains tables outlining the EBSA’s
ﬁndings, can be located at its website.
http://www.dol.gov/ebsa
Phone Forum on Employee Plans Team Audit Program Rescheduled:
On October 21, 2013, the Service announced that its phone
forum on the Employee Plans Team Audit Program, which is
its largest case audit program, was rescheduled from October
16, 2013 to November 21, 2013. The phone forum did
not occur as previously scheduled because of the Federal
government shutdown. During the phone forum, the Service
addressed how it selected qualiﬁed retirement plans for
examination, its process for examining plans, and its initiatives
on internal controls and international issues.
http://www.irs.gov/
Phone Forum on the Employee Plans Guidance Rescheduled:
On October 22, 2013, the Service announced that its phone
forum on its 2013-2014 Priority Guidance Plan is rescheduled
from October 29, 2013 to February 26, 2014. The phone
forum did not occur as previously scheduled because of the
Federal government shutdown. During the phone forum,
the Service will address its upcoming and completed
projects, including the Employee Plans Technical Guidance.
continued on page 5
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Registration is required for the phone forum and can be conducted on the Service’s website. Anyone who registered for
the original program does not need to re-register.
http://www.irs.gov/
Guidance on Weighted Average Rates, Yield Curves and Segment
Rates Released: On October 24, 2013, the Service issued
Notice 2013-66, which provides guidance on the corporate
bond monthly yield curve (and the corresponding spot
segment rates), and the 24-month average segment rates under
Code Section 430(h)(2). In addition, Notice 2013-66 provides
guidance on the interest rates for 30-year Treasury securities
under Code Section 417(e)(3)(A)(ii)(II), as in effect for plan
years beginning before 2008, the 30-year Treasury weighted
average rate under Code 431(c)(6)(E)(ii)(I), and the minimum
present value segment rates under Code Section 417(e)(3)(D),
as in effect for plan years beginning after 2007. These rates
reﬂect certain changes implemented by the Moving Ahead for
Progress in the 21st Century Act, Public Law 112-141, which
provides that for purposes of Code Section 430(h)(2), the
segment rates are limited by the applicable maximum
percentage or the applicable minimum percentage based
on the average of segment rates over a 25 year period.
http://www.irs.gov/
Increase in Social Security Taxable Wage Base Announced for 2013:
On October 30, 2013, the Social Security Administration
announced that effective January 1, 2014, the amounts of
monthly Social Security and Supplemental Security Income
beneﬁts will incur a 1.5% cost-of-living adjustment (“COLA”)
increase. As a result, the maximum amount of earnings subject
to Social Security tax for qualiﬁed retirement plan purposes
will increase from $113,700 to $117,000.
http://www.socialsecurity.gov/
Service Releases 2014 Cost-of-Living Adjustments: On November
1, 2013, the Service announced the COLA affecting qualiﬁed
retirement plans for the 2014 plan year. Several of the
qualiﬁed retirement plan limitations have changed because
of the increase in the cost-of-living index. However, other
limitations will remain unchanged. The following is a
summary of the 2014 COLA:
•

The elective deferral limit for plans under Code Sections
401(k), 403(b), and 457(b) remains unchanged at $17,500.

•

The catch-up contribution limit for employees age 50 and
over remains unchanged at $5,500.

•

The annual beneﬁt limit for deﬁned beneﬁt plans under
Code Section 415(b)(1)(A) is increased from $205,000 to
$210,000.

•

The limitation for deﬁned contribution plans under Code
Section 415(c)(1)(A) is increased from $51,000 to $52,000.

•

The annual compensation limit under Code Sections
401(a)(17), 404(l), 408(k)(3)(C), and 408(k)(6)(D)(ii) is
increased from $255,000 to $260,000.

•

The dollar limitation under Code Section 416(i)(1)(A)(i)
concerning the deﬁnition of key employee in a topheavy plan is increased from $165,000 to $170,000,
however, the limitation used in the deﬁnition of highly
compensated employee under Code Section 414(q)(1)(B)
remains unchanged at $115,000.

Additional information regarding the 2014 COLA for qualiﬁed
retirement plans is available on the Service’s website.
http://www.irs.gov/

Health and Welfare Plans

Additional FAQs on Implementation of Health Care Reform Released:
The Departments of Labor, Health and Human Services
(“HHS”) and Treasury (collectively, the Departments”) have
released additional Frequently Asked Questions (“FAQs”)
relating to the implementation of the Patient Protection and
Affordable Care Act (the “Affordable Care Act”), which have
not been previously addressed in our Newsletter. The FAQs
and release dates are as follows:
•

On September 4, 2013, the Departments released the
sixteenth set of FAQs, which address the notice of
coverage options available for State and Federal Health
Insurance Exchanges/Marketplaces (“Exchanges”) and the
90-day waiting period limitation for offering group health
insurance coverage.

•

On April 29, 2013, the ﬁfteenth set of FAQs was released,
which address the annual limit waiver expiration date
based on a change to a group health plan or policy year,
the provider non-discrimination requirements, group
health plan coverage for individuals participating in
approved clinical trials, and transparency reporting.

•

On April 23, 2013, the fourteenth set of FAQs was
released, which address the summary of beneﬁts coverage
requirement.
continued on page 6
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•

On March 8, 2013, the thirteenth set of FAQs was
released, which address group health plan coverage for
expatriates.

•

On February 20, 2013, the twelfth set of FAQs was released, which address the entities that are required
to comply with limitations on cost-sharing and clariﬁes
coverage of certain preventive services.

The entire set of FAQs on the Affordable Care Act can be
found on the EBSA’s website under “Frequently Asked
Questions.”
http://www.dol.gov/ebsa
Final Rule on Individual Shared Responsibility Payment Published:
On August 30, 2013, the Service and Treasury published ﬁnal
regulations on the requirement to maintain minimum
essential coverage in accordance with the Affordable Care Act.
Under the Affordable Care Act, the government, insurers,
employers, and individuals share in the responsibility to
improve the availability, quality, and affordability of health
insurance coverage. Starting in 2014, the individual shared
responsibility provision calls for each individual to have basic
health insurance coverage (known as “minimum essential
coverage”), qualify for an exemption, or make a shared
responsibility payment when ﬁling a federal income tax
return. An individual taxpayer will not have to make a
payment if such coverage is unaffordable, if he or she spends
less than 3 consecutive months without coverage, or if he
or she qualiﬁes for an exemption for several other reasons,
including hardship and religious beliefs.
The ﬁnal regulations provide guidance to individual taxpayers
on liability under Code Section 5000A for the shared
responsibility payment for not maintaining minimum
essential coverage and ﬁnalize the rules in the notice of
proposed rulemaking published in the Federal Register
on February 1, 2013. Noteworthy highlights of the ﬁnal
individual shared responsibility regulations include the
following:
•

Speciﬁc exemptions from the individual mandate
penalty for not having minimum essential coverage
for individuals who cannot afford coverage, individuals
whose household income for the taxable year is less than
the ﬁling threshold, individuals who are incarcerated,
individuals who are members of a federally recognized
Indian tribe or are eligible for services through certain
Indian Health Services, individuals who are part of
Winter 2013, Page 6

a health care sharing ministry, and individuals who receive
a hardship waiver;
•

Clariﬁcation that an individual will be treated as having
coverage for a month as long as he or she has coverage
for any one day of that month, and an individual who is
eligible for an exemption for any one day of a month will
be treated as being exempt for the entire month; and

•

Clariﬁcation that minimum essential coverage includes,
at a minimum, employer-sponsored coverage (including
COBRA coverage and retiree coverage), coverage
purchased in the individual market, Medicare Part A
coverage, Medicaid coverage, Children’s Health
Insurance Program coverage, certain types of Veterans
health coverage, TRICARE, and any additional types of
coverage that are designated by HHS or, as detailed by
the regulations, when the sponsor of the coverage follows
a process outlined in the regulations to be recognized as
minimum essential coverage.

The ﬁnal regulations were generally effective on August
30, 2013, and apply to taxable years ending after
December 31, 2013.
http://www.gpo.gov/
Proposed Rule on Reporting Requirements for Minimum Essential
Coverage Published: On September 9, 2013, the Service and
Treasury published two sets of proposed regulations
(Proposed Regulations Sections 1.6055-1 and 1.6055-2 and
Proposed Regulations Sections 301.6011-9, 301.6056-1 and
301.6056-2) implementing the information reporting
requirements under Code Sections 6055 and 6056 added
by the Affordable Care Act. These reports are intended to
help the Service determine compliance with the Affordable
Care Act’s individual and employer shared responsibility
requirements and individual eligibility for the federal premium
tax credit for coverage purchased through Exchanges.
Noteworthy highlights of the proposed regulations include
the following proposals to potentially streamline information
reporting:
•

Replacement of the employee statements required under
Code Section 6056 with the Form W-2 reporting on offers
of employer-sponsored coverage to employees, spouses
and dependents;

continued on page 7
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•

Elimination of the need to determine whether particular
employees are classiﬁed as full-time, if adequate coverage
is offered to all potentially full-time workers;

•

Permitting organizations to report the speciﬁc costs to an
employee of purchasing employer-sponsored coverage
only if the cost is above a speciﬁed dollar amount;

•

Allowing self-insured group health plans to avoid
providing employee statements under Code Sections
6055 and 6056 by furnishing a single substitute
statement;

•

Limitation of reporting standards for certain self-insured
employers that offer no-cost coverage to employees and
their families;

•

Permitting health insurance issuers to forgo reporting,
under Code Section 6055, on individual coverage offered
through a government-run Exchange, because that
information will be provided by the Exchange; and

•

Permitting health insurance issuers, employers and other
reporting entities, under Code Section 6055, to forgo
reporting the speciﬁc dates of coverage (instead reporting
only the months of coverage), the amount of any costsharing reductions, or the portion of the premium paid
by an employer.

The regulations are proposed to be effective the date the ﬁnal
regulations are published in the Federal Register and to apply
for calendar years beginning after December 31, 2014.
Consistent with Notice 2013–45, reporting entities will not
be subject to penalties for failure to comply with the Code
Sections 6055 and 6506 information and reporting
requirements for coverage in 2014, which would have
resulted in reporting in 2015 and furnishing statements to
covered individuals in 2015. Accordingly, a reporting entity
will not be subject to penalties if it ﬁrst reports beginning in
2016 for 2015, including the furnishing of statements to
covered individuals in 2016 with respect to 2015.
Taxpayers are encouraged, however, to voluntarily comply
with the Code Sections 6055 and 6056 information and reporting requirements for minimum essential coverage
provided in 2014 by applying the regulations once ﬁnalized.
http://www.gpo.gov/
Notice Clarifying Preventive Care Coverage Issued: On September
10, 2013, the Service issued Notice 2013-57, which clariﬁes
that a health plan will not fail to qualify as a high deductible

health plan (“HDHP”) under Code Section 223(c)(2) merely
because it provides, without a deductible, the preventive
health services required to be provided by a group health plan
or a health insurance issuer offering group or individual health
insurance coverage under the Affordable Care Act.
http://www.irs.gov/
FAQ on Notice of Coverage Option under the Affordable Care Act
Released: On September 12, 2013, the EBSA released a new
set of FAQs addressing whether an employer could be ﬁned
for failing to provide employees with notice about Exchanges
under the Affordable Care Act. The FAQ provides that if a
company is covered by the Fair Labor Standards Act, then
it was required to provide a written notice to its employees
about the Exchanges by October 1, 2013. However, the FAQ
clariﬁes that there is no ﬁne or penalty under the law for failing
to provide the notice.
http://www.dol.gov/ebsa
FAQ on Enrollment and Shared Responsibility Payment under the
Affordable Care Act Issued: On October 28, 2013, the Center
for Consumer Information & Insurance Oversight (“CCIIO”)
issued a FAQ on the enrollment period as it relates to the
shared responsibility provision of the Affordable Care Act.
The FAQ answers the question of whether any individual who
enrolls in coverage through the Marketplace by the end of the
open enrollment period for 2014 will have to make a shared
responsibility payment in 2015 for the months prior to the
effective date of the individual’s coverage. The FAQ provides
that if an individual enrolls in a plan through the Marketplace
prior to the close of the initial open enrollment period, when
ﬁling a federal income tax return in 2015 the individual will
be able to claim a hardship exemption from the shared
responsibility payment for the months prior to the effective
date of the individual’s coverage, without the need to request
an exemption from the Marketplace.
http://www.cms.gov/cciio
Modiﬁcations to “Use it or Lose it” Rule Announced: On
November 1, 2013, the Service and Treasury issued Notice
2013-71, which contains modiﬁcations to the rules for
cafeteria plans under Code Section 125. Proposed regulations
under Code Section 125 generally have prohibited participants
from using contributions made to a cafeteria plan for one
plan year to purchase a beneﬁt that will be provided in
a subsequent plan year (the “use-or-lose” rule). Notice
2013-71 modiﬁes the use-or-lose rule for health ﬂexible
spending accounts (“health FSAs”) by permitting a cafeteria
continued on page 8
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plan to be amended to allow up to $500 of unused amounts
remaining at the end of a plan year in a health FSA to be paid
or reimbursed to a plan participant for qualiﬁed medical
expenses incurred during the following plan year. In order to
rely on this modiﬁcation, the cafeteria plan may not also incorporate the grace period rule (which permits a cafeteria plan
to allow an employee to use amounts remaining from
the previous year to pay expenses incurred for certain
qualiﬁed beneﬁts during the period of up to 2 months and
15 days immediately following the end of the plan year).
Notice 2013-71 further provides that the carryover of up
to $500 does not affect the maximum amount of salary
reduction contributions that a participant is permitted to make
under Code Section 125(i). This carryover option is intended
to provide an alternative to the current grace period rule and
administrative relief similar to that rule. A plan sponsor of
a Code Section 125 cafeteria plan may adopt the carryover
provision (of up to $500) authorized in Notice 2013-71 to
health FSAs for the 2013 plan year (and/or subsequent plan
years) by amending its plan document in the manner and
within the time frames described in section IV of Notice
2013-71.
The Service and Treasury state that they intend to amend
proposed regulations under Code Section 125 to reﬂect the
guidance in Notice 2013-71 and that taxpayers may rely
on the guidance in the notice pending the issuance and
effectiveness of those amendments to the regulations.
http://www.irs.gov/
Service Releases 2014 Cost-of-Living Adjustments: On November
1, 2013, the Service released Revenue Procedure 2013-35,
which contains the COLA affecting qualiﬁed health and
welfare plans for the 2014 plan year. The following is a
summary of the 2014 COLA:
•

The amount that can be excluded from an employee’s
gross income under Code Section 137(a)(2) for the
adoption of a child with special needs is $13,190 for 2014.

•

The maximum amount that can be excluded for amounts
paid or expenses incurred by an employer for qualiﬁed
adoption expenses furnished through an adoption
assistance program for other adoptions by the employee
under Code Section 137(b)(1) is $13,190 for 2014.

•

The dollar limitation on voluntary employee salary
reductions for a health FSA is $2,500 for 2014.

•

For taxable years beginning in 2014, the term “high
deductible health plan” as deﬁned in Code Section
220(c)(2)(A) means, for self-only coverage, a health plan
with an annual deductible not less than $2,200 and not
more than $3,250, and under which the annual out-ofpocket expenses required to be paid (other than for
premiums) for covered beneﬁts do not exceed $4,350.

•

For taxable years beginning in 2014, the term “high
deductible health plan” means, for family coverage, a
health plan with an annual deductible not less than
$4,350 and not more than $6,550, and under which the
annual out-of-pocket expenses required to be paid (other
than for premiums) for covered beneﬁts do not exceed
$8,000.

•

For taxable years beginning in 2014, the monthly
limitation under Code Section 132(f)(2)(A) regarding
the aggregate fringe beneﬁt exclusion amount for
transportation in a commuter highway vehicle and any
transit pass is $130, and the monthly limitation under
Code Section 132(f)(2)(B) regarding the fringe beneﬁt
exclusion amount for qualiﬁed parking is $250.

Additional information regarding the 2014 COLA for qualiﬁed
health and welfare plans is available on the Service’s website.
http://www.irs.gov/

Windsor Guidance

Same-Sex Marriage Recognized for Federal Tax Purposes: On
August 30, 2013, the Service and Treasury issued Revenue
Ruling 2013-17, which provides that for Federal tax purposes,
the terms “spouse,” “husband and wife,” “husband,” and
“wife” include an individual married to a person of the
same-sex if the individuals are lawfully married under state
law, and the term “marriage” includes such a marriage
between individuals of the same-sex. In addition, Revenue
Ruling 2013-17 provides that for Federal tax purposes, the
Service will adopt a general rule recognizing a marriage of
same-sex individuals that was validly entered into in a state
whose laws authorize the marriage of two individuals of the
same-sex even if the married couple is domiciled in a state
that does not recognize the validity of same-sex marriages.
Revenue Ruling 2013-17 also provides that for Federal tax
purposes, the terms “spouse,” “husband and wife,” “husband,”
and “wife” do not include individuals (whether of the
opposite sex or the same-sex) who have entered into a
registered domestic partnership, civil union, or other similar
continued on page 9
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formal relationship recognized under state law that is not
denominated as a marriage under the laws of that state,
and the term “marriage” does not include such formal
relationships.
In United States v. Windsor, the United States Supreme Court
held that Section 3 of Defense of Marriage Act, which required
that for Federal law purposes a marriage be treated as only a
marriage between a man and a woman, was unconstitutional.
Revenue Ruling 2013-17, follows the Windsor ruling and
takes a place of celebration approach for Federal tax purposes
for all Federal tax provisions where marriage is a factor,
including employee beneﬁts. The ruling also explains the
ﬁling status options for affected taxpayers for 2013 Federal
income tax returns, as well as amended returns for prior tax
years still open under the statute of limitations, and clariﬁes
that employees who purchased same-sex spouse health
insurance coverage from their employers on an after-tax basis
may treat the amounts paid for that coverage as pre-tax and
excludable from income.
In Revenue Ruling 2013-17, the Service also stated that
it intends to issue further guidance on the retroactive
application of the Windsor ruling to other employee beneﬁts
and employee beneﬁt plans and arrangements. Such guidance
will take into account the potential consequences of
retroactive application to all taxpayers involved, including
the plan sponsor, the plan or arrangement, employers,
affected employees and beneﬁciaries. The Service anticipates
that the future guidance will provide sufﬁcient time for plan
amendments and any necessary corrections so that the plan
and beneﬁts will retain favorable tax treatment for which
they otherwise qualify.
Qualiﬁed plans needed to be in operational compliance with
Revenue Ruling 2013-17 by September 16, 2013.
http://www.irs.gov/
Guidance on Deﬁnition of Spouse and Marriage Issued: On
September 18, 2013, the Department of Labor (the “DOL”)
issued Technical Release 2013-04, which provides guidance
to employee beneﬁt plans on the deﬁnitions of “Spouse”
and “Marriage” under Employee Retirement Income Security
Act of 1974, as amended (“ERISA”), in accordance with the
Windsor ruling. Technical Release 2013-04 provides that the
terms “Spouse” and “Marriage” in Title I of ERISA, and in
related DOL regulations, should be read to include same-sex
couples legally married in any state or foreign jurisdiction that
Winter 2013, Page 9

recognizes such marriages, regardless of where they currently
live. This guidance recognizes marriages that are valid in the
state in which they were celebrated. Technical Release 201304 also provides that the terms “Spouse” and “Marriage” do
not include individuals, opposite sex or same-sex, in a formal
relationship recognized by a state that is not denominated
a marriage under state law, such as a domestic partnership or
a civil union partnership. For purposes of this guidance, the
term “State” means any state of the United States, the District
of Columbia, Puerto Rico, the Virgin Islands, American Samoa,
Guam, Wake Island, the Northern Mariana Islands, any other
territory or possession of the United States, and any foreign
jurisdiction having the legal authority to sanction marriages.
http://www.dol.gov/
Guidance for Employers to Make Adjustment or Claims for Tax
Refund or Credit for Same-Sex Spouses Released: On September
24, 2013, the Service released Notice 2013-61, which provides
guidance for employers and employees to make claims for
refund or adjustments of overpayments of Federal Insurance
Contributions Act (“FICA”) taxes and Federal income tax
withholding (“employment taxes”) with respect to certain
beneﬁts provided to same-sex spouses and remuneration paid
to same-sex spouses resulting from the Windsor ruling. Notice
2013-61 provides special administrative procedures for
employers to correct overpayment of employment taxes for
2013 and prior years with respect to same-sex spouse beneﬁts
and remuneration paid to same-sex spouses under two
alternative procedures.
Under the ﬁrst special alternative administrative procedure,
employers may use the fourth quarter 2013 Form 941
(Employer’s QUARTERLY Federal Tax Return), to correct such
overpayments of employment taxes for the ﬁrst three quarters
of 2013. Under the second special alternative administrative
procedure, employers may ﬁle one Form 941-X (Adjusted
Employer’s QUARTERLY Federal Tax Return or Claim for
Refund), for the fourth quarter of 2013 to correct these
overpayments of FICA taxes for all quarters of 2013. With
respect to such overpayments of FICA taxes for years before
2013, employers can make a claim or adjustment for all four
calendar quarters of a calendar year on one Form 941-X ﬁled
for the fourth quarter of such year if the period of limitations
on refunds under Code Section 6511 has not expired and, in
the case of adjustments, the period of limitations will not
expire within 90 days of ﬁling the adjusted return. Under
continued on page 10
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normal procedures, employers are required to ﬁle a Form 941X for each calendar quarter for which a refund claim
or adjustment is made.
Notice 2013-61 provides that the special administrative
procedures provided are optional, and that employers that
prefer to use the regular procedures for correcting employment
tax overpayments related to same-sex spouse beneﬁts and
remuneration paid to same-sex spouses, instead of the special
administrative procedures, may do so.
http://www.irs.gov/

California Executive Compensation

Reduction in California Income Tax Penalty for Code Section 409A
Violations: On October 4, 2013, California Governor Jerry
Brown signed into law Assembly Bill 1173 (“AB 1173”), which
reduces the California income tax penalty for violations under
Code Section 409A. Code Section 409A imposes strict plan
document, administration and operational requirements
on nonqualiﬁed deferred compensation plans. Under Code
Section 409A, violations may result in immediate taxation to
the taxpayer, as well as interest penalties and an additional
federal income tax penalty of 20%. Under prior California law,
taxpayers would also be subject to a state income tax penalty
equal to the federal income tax penalty. This resulted in a
20% state income tax penalty in addition to the 20% federal
income tax penalty on amounts previously deferred and includible in income as a result of the violation of Code Section
409A, for a total income tax penalty of 40% on the California
taxpayer.
AB 1173, adds CA Revenue and Taxation Code Section
17508.2, which replaces the phrase “20 percent” with the
phrase “5 percent” as the additional state income tax penalty
for violations of Code Section 409A. The federal income tax
penalty tax remains at 20%, for a total penalty of 25% on the
California taxpayer. Moreover, the federal tax provisions and
the California state interest penalty provisions remain
unaffected by AB 1173.
The reduced California income tax penalty for Code Section
409A violations is applicable for taxable years beginning on
or after January 1, 2013.
leginfo.legislature.ca.gov
As always, our deepest thanks to Katuri Kaye of Trucker◆Huss for her
dedicated work on the Quarterly Regulatory Updates.
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MANY THANKS TO OUR
2013-14 CHAPTER SPONSORS

Platinum
Altman & Cronin Beneﬁt Consultants, LLC

Gold
Fidelity Investments
JP Morgan Retirement Plan Services
Moss Adams
T. Rowe Price Retirement Plan Services, Inc.
Towers Watson
Trucker◆Huss
Vanguard
Wells Fargo Institutional Retirement and Trust

Silver
Aon Hewitt
Buck Consultants
Charles Schwab
Hanson Bridgett LLP
Lindquist LLP
Morrison & Foerster LLP
Orrick, Herrington & Sutcliffe LLP
Schultz Collins Lawson Chambers, Inc.

Bronze
Baker & McKenzie
Bechtel Corporation
GCA Law Partners LLP
Mercer
Primark Beneﬁts
Principal Financial Group
Silicon Valley Accountancy Corp.
Transamerica Retirement Solutions
Wagner Law Group

UPCOMING EVENTS
AND

JANUARY EVENT

Washington and Regulatory Update
and
Past Presidents’ Reception
Wednesday, January 22, 2014
4:00 – 7:00 PM

Jan 22

S.F. Chapter Meeting
Washington & Regulatory Update
and Past Presidents’ Reception
(details at right)
Speaker:
Ronald Triche, Esq., APM, Director of
Government Affairs, ASPPA
Location: Orrick, Herrington & Sutcliffe
4:00 – 4:30 PM Hosted Bar
4:30 – 7:00 PM Meeting

Mar 11 S.F. Chapter Meeting
McNuggets: Several Current Topics to
Be Presented
Location: The Palace Hotel
4:00 – 7:00 PM
Apr 7

Save The Date
Joint Meeting with The Commonwealth
Club
Location: The Commonwealth Club,
595 Market Street, San Francisco

Join us for an insightful discussion about how potential
developments in Washington will affect the design and
administration of retirement plans. Talk of tax reform continues
and cutbacks to the private pension system remain a potential
piggy bank to pay for rate reduction. Simultaneously, pension
reform bills have bi-partisan support and may well be included
in bills addressing pension funding that many believe will be
enacted in 2014. This presentation will explore a variety of hot
button issues, including:
• Potential for comprehensive tax reform and its impact on
the private retirement system.
• Positive changes being proposed for qualiﬁed retirement
plans and the likelihood of enactment.
• The political climate in Washington and how it will affect
legislative initiatives relating to retirement plans
• How will the new proposed deﬁnition of ERISA ﬁduciary
affect plan administrators and other employee beneﬁt
professionals?
• Recognize what needs to be done to bring retirement
plans into compliance with the Supreme Court’s Windsor
decision.
Speaker:

Ronald J. Triche, Esq., APM, Director of Govt.
Affairs, ASPPA

Moderators: Michael Dickman, Charles Schwab
Gary Shipper, Wells Fargo Asset Management
Please join us for the Past Presidents’ Reception
following the meeting!

The Newsletter is always looking for
contributors. If you would like to write
a topical beneﬁts-related article or
compile the quarterly regulatory update
for an upcoming issue, please contact
Katuri Kaye at: kkaye@truckerhuss.com

Past-Presidents Jon Chambers, Ian Altman and Lee Trucker
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C HAPTER I NFO
M EMBER M OVES /U PDATES
B OARD OF D IRECTORS
New To the Chapter
Kristina Beale
Edgewood Partners Insurance Center
Anjuli Cargain
Saltzman & Johnson Law Corporation
Callan Carter
Trucker◆Huss
Jessica Chen
Altman & Cronin Beneﬁt Consultants

WESTERN PENSION & BENEFITS COUNCIL
SAN FRANCISCO CHAPTER
1819 Polk Street, #461
San Francisco, CA 94109-3003
(415) 730-5479
email: info@wpbcsf.org
http://www.westernpension.org

EMPLOYMENT OPPORTUNITIES
This service is provided quarterly to our readers. If you wish to post an employment opportunity,
please read the following note.
We do not warrant or claim that listings are accurate as written, and we cannot guarantee their
timeliness. Listings must comply with applicable regulations for employment advertising. Email
all listings to info@wpbcsf.com for a price quote. Ad cost is $50 for every 25-word segment.
The next deadline for submission is March 1 for the Spring 2014 issue. Call Jenifer McDonald
at the Chapter ofﬁce for more information, (415) 730-5479.

Claire Eyges
Towers Watson

WP&BC San Francisco Chapter

Tess Shih
JP Morgan
Jenea Smith
G&J Seiberlich & Co.
Sue Vinella-Brusher
Associated Third Party Administrators
Nicholas White
Trucker◆Huss

DISCLAIMER
While the Western Pension & Beneﬁts
Council seeks to include accurate and
up-to-date information in the Newsletter,
the Western Pension & Beneﬁts Council
makes no warranties or representations as
to the accuracy of the material included in
the Newsletter and assumes no responsibility
for any errors or omissions in the content.
Information contained in the Newsletter
is believed to be correct as of the date of
submission; however, the accuracy of the
information may be affected by subsequent
developments.
The Newsletter is provided on the
understanding that the Western Pension &
Beneﬁts Council is not engaged in rendering
legal, accounting or other professional
advice. If legal advice or professional
assistance is required, the services of an
appropriate professional should be sought.
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OFFICERS

COMMITTEE CHAIRS

Andrew Ferguson, President
Altman & Cronin Beneﬁt Consultants, LLC
aferguson@altmancronin.com

Brad Wall, Spring Conference
Mohler, Nixon & Williams
brad@mohlernixon.com

Tina Chambers, Vice President
Schultz Collins Lawson Chambers
tina@schultzcollins.com

Steve Kjar, S.F. Program Committee
Lockton Financial Advisors, LLC
skjar@lockton.com

George Pinto, Treasurer
Silicon Valley Accountancy Corp.
gpinto@cpas-svac.com

Alison Wright, Brown Bag
Baker & McKenzie
Alison.Wright@bakermckenzie.com

Michon Caton, Secretary
Gap, Inc.
Michon_Caton@gap.com

Amiram Givon, Silicon Valley Program
GCA Law Partners LLP
agivon@gcalaw.com

BOARD MEMBERS
William Berry
Orrick, Herrington & Sutcliffe LLP
wberry@orrick.com
Lori McKenzie
Charles Schwab & Co., Inc.
Lori.McKenzie@schwab.com
Kevin Nolt
Trucker◆Huss, APC
KNolt@truckerhuss.com
Karen Mack
Altman & Cronin Beneﬁt Consultants, LLC
kmack@altmancronin.com

Matt Gouaux, Membership Committee
Trucker◆Huss, APC
MGouaux@truckerhuss.com
Melissa Mayhew, Newsletter Editor
Sedhom & Mayhew, PLLC
mmayhew@bespokelawﬁrm.com
Jill Kleiner, Immediate Past President
Towers Watson
Jill.Kleiner@towerswatson.com
Jenifer McDonald, Chapter Administrator
WP&BC San Francisco Chapter
jenifer@wpbcsf.org

Membership in the WP&BC San Francisco Chapter is open to individuals who are productively, substantially
and continuously engaged in work in the ﬁeld of employee beneﬁts. Any individual who has been engaged
in work in the ﬁeld of employee beneﬁts may become a member upon submission of a completed
membership application, payment of dues, and approval by the Chapter Board of Directors. To join, visit
http://www.westernpension.org.

