
403(b)(7) Application & Adoption Agreement  
 
 
Account Number      Open Date    Registered Representative      
 

 
Account Owner Information 
Name 
 

Social Security Number 

Permanent Street Address (Required Information – no P.O. Boxes) 
 
 

City State Zip 

Mailing Address (If different from permanent address) 
 
 

City State Zip 

Birth Date Gender Married     �  Yes     �  No 
 

Daytime Phone Evening Phone Other Phone Fax E-mail Address 
 

Citizenship:      � U.S.     �  Resident Alien     �  Non-resident Alien (Non-Resident Alien must submit a W-8 form with this application) 
Government ID     Type:                                    ID# 
 

Country or Providence of Residence 

 
Employment Information 
Employer Nature of Business 

 
 

Yrs. Employed Occupation 

Business Address 
 
 

City State Zip Code 

Are you or a member of your household affiliated with or employed by a member of, or employed directly       � Yes   � No 
 By, a stock exchange or the National Association of Securities Dealers? 
Are you or a member of your household licensed by the National Association of Securities Dealers or a            � Yes   � No 
 Registered investment advisor and using the license or registration in a professional sales, trading or                
 Customer service capacity? 
Are you or a member of your household a director, 10% shareholder or policy making officer of a publicly       � Yes   � No 
 Traded company? 
If you answered “Yes” to any of the questions above please provide more information on the affiliation (e.g. affiliated company Name, nature of affiliation, etc.)  
 
Are you or any member of your immediate family a senior foreign political figure?        � Yes   � No 

 
Spousal Consent 
This section should be reviewed if either the trust or the residence of the IRA holder is located in a community or marital Property State and the IRA holder is married.  Because of the important tax 
consequences of giving up one’s community property interest, individuals signing this section should consult with a tax or legal advisor. 
 
� I am not married.  I understand that if I become married in the future, I must complete a new IRA Designation of Beneficiary form. 
� I am married.  I understand that if I choose to designate a primary beneficiary other than my spouse, my spouse must sign below. 
 
I am the spouse of the above-named IRA holder.  I acknowledge that I have received a fair and reasonable disclosure of my spouse’s property and financial obligations.  Because of the important tax 
consequences of giving up my interest in this IRA, I have been advised to see a tax professional. 
 
I hereby give the IRA holder any interest I have in the funds or property deposited in this IRA and consent to the beneficiary designation(s) indicated on the previous page.  I assume full responsibility 
for any adverse consequences that nay result.  No tax or legal advice was given to me by the Trustee. 
         

 Spouse Signature  Date  Witness Signature  Date  
 
Beneficiary Information 
Name & Address 
 
 

Relationship Gender Birth Date Social Security Number � Primary  � Contingent Percent 

Name & Address 
 
 

Relationship Gender Birth Date Social Security Number � Primary  � Contingent Percent 

Name & Address 
 
 

Relationship Gender Birth Date Social Security Number � Primary  � Contingent Percent 

Name & Address 
 
 

Relationship Gender Birth Date Social Security Number � Primary  � Contingent Percent 

 

Cleared Through Legent Clearing Corp.  9300 Underwood Avenue, Suite 400 • Omaha, Nebraska 68114-2685 • 402-384-6101 
www.legentclearing.com  • Member NASD & SIPC 



 
Account Investment Profile 

Annual Income Net Worth (excluding residence) Liquid Net Worth Tax Bracket Primary Source of Income 

� Under $25,000 
� $25,001 - $50,000 
� $50,001 - $100,000 
� $100,001 - $200,000 
� Over $200,001 (please specify) 

� Under $50,000 
� $50,001 - $100,000 
� $100,001 - $500,000 
� $500,001 - $1,000,000 
� Over $1,000,001 (please specify) 

� Under $25,000 
� $25,001 - $50,000 
� $50,001 - $100,000 
� $100,001 - $200,000 
� Over $200,001 (please specify) 

� 0% 
� 10% 
� 15% 
� 25% 
� 28% 
� 33% 
� 35% 

� Investments 
� Compensation 
� Retirement Assets 
� Other (please specify) 

Investment Objective Investment Experience Risk Exposure Investment Knowledge 
� Low 
� Moderate 
� Aggressive 
� Speculative 

� Limited 
� Good 
� Excellent 
 

Time Horizon 

� Current Income 
Preservation of capital with a major emphasis on current income. 

� Balanced 
A balance between capital appreciation and current income with the primary consideration being current income. 

� Growth & Income 
A balance between capital appreciation and current income with the primary consideration being capital 
appreciation. 

� Growth 
Capital appreciation through quality equity investments and little or no income. 

� Maximum Growth 
Maximum capital appreciation with higher risk and little to no income. 

� Speculation 
Maximum total return involving an average degree of risk through investment in a abroad spectrum of securities  

 

� Mutual Funds (yrs       )  
� Variable Products (yrs    )  
� Bonds (yrs       ) 
� Stocks (yrs       ) 
� Options (yrs       ) 
� Other (please specify) (yrs       ) 
� None 
 

� Short Term – Less than 1 yr. 
� Intermediate – 1 – 10 yr. 
� Long Term – More than 10 yr. 

 
Additional Forms 
If you would like additional privileges for this account, please mark the appropriate box below and attach the corresponding form. 
 
� ACH (Money Link Form) � Managed Account Fee Authorization � Power of Attorney (POA) 
� Householding � Trading Authorization  
 
Please Read and Sign Below 
W-9 Certification Under penalties of perjury. I (we) certify that the taxpayer identification number shown above on this form is my correct taxpayer identification number.  Unless, otherwise 
indicated, I (we) certify that I (we) am not subject to backup withholding and I (we) am an U.S. Person (including an U.S. resident alien).  Check the box if you are subject to backup withholding 
under the provisions of the Internal Revenue Service code.  � 
I hereby request that Introducing Broker (“IB”) and Legent Clearing Corp. (“Legent”) open an account in the name(s) listed as account owner(s) on this application. 
 
I understand the eligibility requirements for the 403(b)(7) account that I am establishing.  I have received a copy of the 403(b)(7) Account and Plan Agreements.  I understand that the terms and 
conditions that apply to this 403(b)(7) Adoption Agreement and Plan Agreement.  I agree to be bound by those terms and conditions.  Within seven days from the date I open this 403(b)(7), I may 
revoke I without penalty by mailing or delivering a written notice to the Trustee. 
 
I assume complete responsibility for: 

1. Determining whether I am eligible to make a 403(b)(7) contribution each year. 
2. Ensuring that all contributions I make are within the limits set forth by the tax laws. 
3. The tax consequences of any contribution (including rollover contributions) and distributions. 

 
By signing below, I acknowledge that I have received, read, understand and agree to be bound by the terms & conditions as set forth in the Customer Agreement (“Customer Agreement”) as currently 
in effect and as amended from time to time.  I represent that I am of required legal age to enter into this Agreement.  I understand and acknowledge that Legent does not provide investment, tax, legal, 
accounting, financial or other advice. 
 
Please Note: Legent Clearing Corp. and/or the IB will verify information provided on this form through a third-party provider in accordance with the USA Patriot Act. 
 
I UNDERSTAND THAT THIS ACCOUNT IS GOVERNED BY A PRE-DISPUTE ARBITRATION AGREEMENT, WHICH IS SET FORTH IN  THE CUSTOMER AGREEMENT.  I 
ACKNOWLEDGE THAT I HAVE READ AND RECEIVED THE PRE-DISPUTE ARBITRATION AGREEMENT. 
 
Signature 
 

Date Custodial Acceptance Date 

Introducing Broker Signature Date 
 

 

 

 





  
   

PRIVACY NOTICE HOW WE SHARE INFORMATION WITH OTHERS 
  In the course of doing business we may share data with 
others.  This could include personal information about 
you or about former customers, plan participants or 
beneficiaries.  Personal information may be shared with 
others for the following purposes: 

 
 
This Notice is provided on behalf of Trustar® 

Retirement Services, a trade name of Delaware Charter 
Guarantee & Trust Company. 

• in response to a subpoena,   
• to prevent fraud,  PROTECTING YOUR PRIVACY  

 • to comply with inquiries from government 
agencies or other regulators, or This Notice is required by law.  It tells how we 

handle personal information.  • for other legal purposes.  
  
We also may share personal information about you or 
former customers:   

This Notice applies to: 
• People, including IRA account holders, who 

own or apply for our products or services for 
personal use   

• with others that service your accounts, or that 
perform services on our behalf, 
• with other companies with your consent, at your 

request or as allowed by law. 
 

• Employee benefit plan participants and 
beneficiaries  

In this Notice, “you” refers to only these people.  The 
Notice does not apply to an employer plan sponsor.    

ACCURACY OF INFORMATION    
  
We believe our records are accurate.  Please tell us if 
you receive any incorrect materials from us. We will 
make the appropriate changes.    

WE PROTECT INFORMATION 
WE COLLECT ABOUT YOU  
 

 We follow strict standards to protect personal 
information.  These standards include limiting access to 
data and regularly testing our security technology.   

 
MORE INFORMATION 
  
You can write to us if you have questions about our 
Privacy Notice.  Contact our Privacy Officer at P.O. 
Box 8963, Wilmington, DE  19899-8963.    

 
HOW WE COLLECT INFORMATION  
 

 We collect data about you as we do business with you.  
Some of the sources of this data are as follows:    

Receipt of this notice does not mean your application 
has been accepted. 

• Information we obtain when you apply or enroll 
for products or services. You may provide facts 
such as your name, address, Social Security 
number, and employment data. 

 
We may change our privacy practices at times.  We will 
give you a revised notice when required by law.  • Information we obtain from others.  This includes 

market value data about your account and similar 
data.  

 
Our privacy practices comply with all applicable state 
laws.    If a state’s privacy laws are more restrictive 
than those stated in this Notice, we comply with those 
laws.              

• Information we obtain through our transactions 
and experience with you.  This includes 
investment records and account values.   

 • Information we obtain through the Internet.  
This includes data from online forms you complete.  
It also includes data we receive when you visit our 
website.  

Your agent, broker, registered representative, 
consultant or advisor may have a different privacy 
policy.    

 



About the Plan  

For the most part, individuals follow the general rules when 
determining the amount that can be deferred annually.  
However, employees of certain employers (educational 
organizations, hospitals, home health service agencies, health 
and welfare service agencies, churches, or a convention or 
association of churches) can elect special options that would 
allow them to defer more than the amount allowed under the 
general rules.  

 

In 1958, Section 403(b) of the Internal Revenue Code 
provided employees of 501(c)(3) non-profit institutions the 
opportunity to establish retirement savings programs by 
deferring pre-tax dollars to tax sheltered annuities.  In 1974, 
Congress added paragraph (7) allowing employees to set up 
custodial accounts directly with mutual fund companies. For 
exact Internal Revenue Service wording refer to IRS 
Publication 571, Tax Sheltered Annuity Programs. You can 
obtain this document by calling (800)829-3676. 

 
The options are not the same across the board for the different 
types of employers.  For example, employees of churches 
have different options than employees of educational 
organizations. 

 
The Benefits to You 
 

• Pre-tax deferrals (Deferrals are not included with your 
income for federal taxes, but are subject to FICA and 
FUTA.) 

 
If you are interested in more information on these options, 
contact you tax advisor or refer to IRS Publication 571 to 
help you decide what options are available and how to do the 
calculations. 

• Tax-deferred earnings 
• Convenient way to save through payroll deduction 
• Portable – you can take it with you  
• Flexible contribution amounts  Rollovers and Transfers 
  

The program will accept certain outside monies.  Elective deferrals (salary deferrals)  
  

Trustar is not responsible for determining amounts or 
collecting contributions. This is the employee’s 
responsibility. We will not accept any  “new” employer 
match contributions into the account.  Here is a guide to assist 
you in understanding how maximum deferral amounts are 
calculated. 

Transfers from existing 403(b) plans are permitted.  You 
should check to make sure that you understand any possible 
penalties for withdrawing money from a tax sheltered 
annuity. The form to facilitate the transfer is in this package. 
 
Rollover contributions can contain employer match 
contributions as well as elective deferrals. Rollovers can 
originate from another 403(b) plan or a conduit IRA 
containing only 403(b) monies.  403(b) plans are not qualified 
plans.  Assets that are rolled over or transferred must 
originate from 403(b) plans only. 

 
The most an employee can defer annually is limited to the 
lesser of the following three amounts: 
 
• 402(g) limit as indexed annually - $10,500 for 2001 (The 

402(g) limit includes the total of all elective deferrals 
contributed for the year for all employer sponsored 
plans.) 

 
Investments 
 

Investments are limited to mutual funds that you can buy in 
your brokerage account through your Investment Executive.  
All dividends, capital gains, or other earnings received from 
the fund will be automatically reinvested in shares of the 
same fund.  Your statement from your brokerage firm will be 
your periodic report of the assets in your account.  You may 
direct the Investment Firm to exchange shares of one fund for 
another.  Investment instructions are given directly to your 
investment firm. 

 
• 415 limit – the lesser of 25% of compensation or $30,000 
 
• Exclusion Allowance –  EA = (20% x C)(Y – P) 
 
    C = Current year’s compensation, including deferrals  
    Y = Total years of service with current employer 
    P = Prior years’ vested contributions/deferrals made 
          with current employer.   Distributions Example: Employee with four prior years of service, $40,000 
compensation, and $3,000 of prior years’ contributions could 
defer $10,000, the lesser of the following three amounts: 

 

One of the following events must occur before salary 
deferrals can be paid out of a 403(b) plan: 

  
• Age 59½ • 402(g) limit = $10,500 

 • Death  
• 415 limit = $10,000 (25% x $40,000) • Disability 
 • Separation from service 
• Exclusion allowance = $29,000  (20% x $40,000 = 

$8,000 x 4 = $32,000 -  $3,000 = $29,000 
• Divorce (QDRO required) 
• Financial hardship, if allowed by the plan 

  
Note: Trustar will not determine the limit. Note:  Pre-1989 account balances that have been tracked 

separately by the employee can be distributed at any time.  
Special options (Catch-up Election —Alternative Limits)  
 



Required Minimum Distributions (RMDs) Death distributions  
  

A minimum distribution must be taken from the account after 
an employee reaches the later of age 70½ or retirement.  
Individuals who are not retired at age 70½ are not required to 
begin their distributions until April 1 of the year following the 
year they retire.  Subsequent distributions must be withdrawn 
by December 31.  

The rules governing death distributions are the same as the 
rules for qualified plan death distributions.  Below is a 
summary of the options available to beneficiaries:  
 
Before RMDs Begin 
 
1. Rollover to IRA – spouse beneficiary only  
2. Take distributions over single life expectancy according 

to the one-year rule 
Special rules apply for pre-1987 account balances – any 
amount attributed to an employee’s pre-1987 account balance 
does not have to be included in the year end balance when 
calculating the RMD.  If the amount is not included, the pre-
1987 account balance must begin to be distributed in the year 
the individual attains age 75, regardless of whether the 
individual is still working.  It is your responsibility to track 
this and let us know if it affects your RMD. 

3. Take distribution of the entire account according to the 
five-year rule 

 
After RMDs Begin 
 
1. Rollover to IRA – RMD must be withdrawn first (spouse 

beneficiary only)  
2. Continue to take RMDs We will send you information the year you turn 70½ to assist 

you with your calculation.  The method you choose is very 
important and we urge you to consult with your legal and/or 
tax advisor about the best method to use. 

 
Taxes 
 

Distributions from 403(b) plans are taxed as ordinary income.  
Distributions are subject to a 10% premature penalty tax 
unless one of the events listed under distributions occurs.  
Also there is no 10% penalty tax for withdrawals made for 
deductible medical expenses or if the account is set up for 
substantially equal periodic payments.   

 
Hardship withdrawals  
 

A hardship withdrawal is a distribution from the account due 
to an immediate and heavy financial need.  Your employer’s 
plan will specify what constitutes this need.  If you request a 
hardship withdrawal, it will be up to you to determine your 
plan’s requirements and if your need meets those 
requirements.  Examples of some of the definitions that may 
be in your plan are:  

 
Unless distributions are rolled over directly to another 403(b) 
plan or IRA, they are subject to 20% mandatory withholding.  
The following distributions are not eligible for rollover and 
are not subject to this tax:  
 • Deductible medical expenses of the employee, spouse, 

children, or dependents. • Required Minimum Distributions 
• Death benefits to non-spouse beneficiaries • Purchase of a principal residence for the employee. 
• Defaulted loans or deemed distribution of loans • Payment of tuition and related education fees for the next 

12 months of post-secondary education for the employee, 
spouse, children, or dependents. 

• Return of excess contributions 
• Hardship withdrawals 

• Need to prevent the eviction of the employee from, or 
foreclosure on the mortgage of the employee’s principal 
residence. 

 
IMPORTANT INFORMATION ON “FLOAT”  
Float is interest that is earned on funds held by service 
providers, generally in short term investments, pending 
investment or the cashing of outstanding benefit checks. 

 
The following conditions may apply to hardship withdrawals 
depending upon the plan document:  
 The DOL does not consider the retention of float by service 

providers to be a prohibited transaction under the Employee 
Retirement Income Security Act of 1974 (ERISA) if several 
guidelines are followed. You may view a copy of  the full 
details of the DOL’s guidance on float at 
http://www.dol.gov/ebsa/regs/fabmain.html. 

• Amount cannot exceed the amount required to meet the 
need. 

• The employee must obtain all distributions or loans from 
all plans maintained by the employer first. 

• All salary deferrals must cease for 12 months. 
 • The deferral limit is reduced in the next taxable year by 

the amount of the elective contribution in the year of the 
distribution. 

Trustar may earn float on: 
 
• Contributions awaiting investment direction. • No makeup contributions are permitted. 
• Outstanding benefit distribution checks.  Float is earned 

until the checks are cashed. 
 
All elective deferrals plus any earnings on elective deferrals 
earned prior to 1989 can be withdrawn as a hardship 
distribution.  Hardship withdrawals are subject to ordinary 
income tax and a 10% premature penalty tax if taken prior to 
age 59½.   

• Outstanding dividend checks.  
 
Trustar tries to minimize float as much as possible.  For 
instance: 
      

 
 



Custodian/Trustee may conclusively rely upon and shall 
be protected in acting upon any direction from the 
Employee or Investment Firm or any other notice, 
request, consent, certificate, or other instrument or paper 
believed by it to be genuine and to have been properly 
executed, so long as the Custodian/Trustee acts in good 
faith in taking or omitting to take any action. 

 
7.5 Liability of Custodian/Trustee.  The 

Custodian/Trustee's liability under this Agreement and 
matters, which it contemplates, shall be limited to matters 
arising from the Custodian/Trustee's negligence or willful 
misconduct.  The Custodian/Trustee shall not be obligated 
or expected to commence or defend any legal action or 
proceeding in connection with this Agreement unless 
agreed upon by the Custodian/Trustee and Employee or 
Investment Firm, and unless fully indemnified for so 
doing to the Custodian/Trustee's satisfaction. 

 
Article VII - Resignation or Removal of Custodian/Trustee 

 
8.1 Resignation or Removal.  The Custodian/Trustee may 

resign at any time by written notice to the Employee 
which shall be effective 30 days after delivery thereof 
unless prior thereto a successor Custodian/Trustee shall 
have been appointed.  The Employee may remove the 
Custodian/Trustee at any time upon 30 days written notice 
to the Custodian/Trustee.  Upon such resignation or 
removal, the Custodian/Trustee shall transfer and deliver 
all assets of the Custodial/Trustee Account and all records 
relative thereto to the successor Custodian/Trustee 
appointed by the Employee provided such successor 
Custodian/Trustee has in writing accepted this Agreement 
as it is or may be then amended.  If a successor 
Custodian/Trustee shall not have been so appointed 
within 30 days from the date of said resignation or 
removal, the resigning or removed Custodian/Trustee may 
designate any bank or trust company to be successor 
Custodian/Trustee under this Agreement. 

 
8.2 Liability For Successor's Acts.  Upon its resignation or 

removal, the Custodian/Trustee shall not be liable for the 
acts or omissions of any successor Custodian/Trustee.  
Upon the transfer of the assets of the Custodial/Trustee 
Account to a successor Custodian/Trustee, the resigning 
or removed Custodian/Trustee shall be relieved of all 
further liability with respect to this Agreement, the 
Custodial/Trustee Account and the assets thereof. 

 
8.3 Bank as Custodian/Trustee.  The Custodian/Trustee, 

and any successor Custodian/Trustee appointed to serve 
under this Agreement, shall be a bank as defined in 
Section 401(d)(1) of the Code or such other person who is 
qualified to serve as Custodian/Trustee under Section 
401(f)(2) of the Code. 

 
Article VIII - Amendment and Termination 

 
9.1 Amendment of Agreement. 

(a) The Employee and Employer hereby delegate to 
the Custodian/Trustee the power to amend this  

Agreement, including any retroactive amendment 
necessary to assure the Agreement will satisfy or 
continue to satisfy the applicable requirements of 
the Code.  The Custodian/Trustee shall deliver 
written notice of any such amendment to the 
Employee and Employer. 

(b) No amendment to this Agreement shall cause or 
permit: 

 
(i) any part of the assets of the 

Custodial/Trustee Account to be used for, 
or diverted to, purposes other than for the 
exclusive benefit of the Employee or 
Beneficiary; 

(ii) the Employee to be deprived of any accrued 
benefits under this Agreement unless such 
amendment is required for the purpose of 
conforming the Agreement to the 
requirements of the Code; or 

(iii) the imposition of any additional duties or 
obligations of the Employer or the 
Employee without their consent, unless 
such amendment is required for the purpose 
of conforming the Agreement to the 
requirements of the Code. 

 
Article IX - Miscellaneous 

 
10.1 Exclusive Benefit.  The assets of the Custodial/Trustee 

Account shall not be used for, or diverted to, purposes 
other than the exclusive benefit of the Employee or his or 
her Beneficiary.  The assets of the Custodial/Trustee 
Account shall not be subject to the claims of the 
Employer's creditors. 

 
10.2 Nonforfeitability and Nontransferability.  The interest 

of the Employee in the balance of the Custodial/Trustee 
Account shall at all times be nonforfeitable and 
nontransferable.  All rights under this Agreement are 
enforceable solely by the Employee or his or her 
Beneficiary, or any duty authorized representative of the 
Employee or Beneficiary. 

 
10.3 Non-alienation.  The assets of the Custodial/Trustee 

Account shall not be subject in any manner to 
anticipation, alienation, sale, transfer, assignment, pledge, 
encumbrance, charge, garnishment, execution, or levy of 
any kind, either voluntary or involuntary; provided, 
however, that the Custodian/Trustee shall not be hereby 
precluded from complying with any qualified domestic 
relations order as defined in Section 206(d)(3)(B) of 
ERISA.  Any attempt by the Employee or Beneficiary to 
anticipate, alienate, sell, transfer, assign, pledge, 
encumber, charge or otherwise dispose of any right to 
distributions hereunder shall be void, except as otherwise 
required by law. 

 
10.4 Notices.  Any notice, accounting, or other communication 

which the Custodian/Trustee may give to the Employee 
shall be deemed given when mailed to the Employee at 
the latest address which has been furnished to the 

 



Custodian/Trustee.  Any notice or other communication 
which the Employer or Employee may give to the 
Custodian/Trustee shall not become effective until actual 
receipt of said notice by the Custodian/Trustee.  The 
Employee and/or Beneficiaries must notify the 
Custodian/Trustee of any change of address. 

 
10.5 Arbitration.  The Employee agrees that all controversies 

between the Grantor and/or Beneficiaries and the Trustee 
and/or any of its officers, directors, or employees present 
or former concerning or arising from (i) any retirement 
account maintained with the Trustee by the Employee; (ii) 
any transaction involving the Employee's account, 
whether or not such transaction occurred in such account 
or accounts; or (iii) the construction, performance or 
breach of this agreement between us, whether such 
controversy arose prior, on or subsequent to the date 
hereof, shall be determined by arbitration under the 
commercial arbitration rules of the American Arbitration 
Association.  Any disputes as to the arbitrability of a 
matter or the manner of such arbitration shall be 
determined in such arbitration.  Such arbitration shall be 
held in Wilmington, Delaware. 

 
Arbitration Disclosures: Arbitration is final and binding 
on the parties; the parties are waiving their right to seek 
remedies in Court, including the right to jury trial; pre-
arbitration discovery is generally more limited than and 
different from court proceedings; the arbitrators' award is 
not required to include factual findings or legal reasoning, 
and any party's right to appeal or to seek modification of 
rulings by the arbitrators is strictly limited; the panel of 
arbitrators will consist of arbitrators for American 
Arbitration Association; the arbitration will be under the 
commercial arbitration rules of the American Arbitration 
Association; the arbitration shall be held in Wilmington, 
Delaware; and any disputes as to such arbitration or the 
manner there of shall be determined in such arbitration. 

 

10.6 Applicable Law.  This Agreement shall be construed and 
enforced in accordance with the laws of the State of 
Delaware, to the extent not preempted by Federal law.  
No provision of this Agreement shall be construed to 
conflict with any provision of an Internal Revenue 
Service regulation, ruling, release, or other order which 
affects, or could affect, the terms of this Agreement or its 
qualification under Section 403(b)(7) of the Code. 

 
10.7 Severability.  The determination that any provision of 

this Custodial Agreement is not enforceable in accordance 
with its terms in a particular jurisdiction shall not affect 
the validity or enforceability of the remaining provisions 
of this Agreement generally or in any other jurisdiction or 
as to any other parties, but rather such unenforceable 
provisions shall be stricken or modified in accordance 
with such determination only as to such parties and this 
Agreement, as so modified, shall continue to bind the 
specific parties involved therein and otherwise all other 
parties in unmodified form. 

 
All contributions to the Custodial/Trustee Account shall 
be deemed to take place in the State of Delaware. 

 
This Custodial Agreement may be executed in any 
number of counterparts, each one of which shall be 
deemed to be the original although the others shall not be 
produced. 

 
 

 



 
THE ECONOMIC GROWTH & TAX RELIEF RECONCILIATION ACT OF 2001 
 
 
The Economic Growth and Tax Relief Reconciliation Act (EGTRRA) of 2001 was signed into law on June 7, 2001.  This law, along with the 
issuance of new proposed required minimum distribution (RMD) regulations, greatly affects 403(b) plans and the way they are administered.  
These new rules became effective on January 1, 2002.  To give customers a better understanding of these changes, we are providing the 
following information as an Interim Amendment to our existing plan documents: 
 
 
ISSUE CURRENT LAW EGTRRA 
403(b) Deferral Limits $10,500 Limit increases as follows: 

Year       Limit 
2002 $11,000 
2003 $12,000 
2004 $13,000 
2005 $14,000 
2006+     $15,000 (indexed) 

403(b) Catch-up 
Contributions for 
Individuals Age 50 or 
Older 
 
(Individual must turn age 
50 by end of taxable year) 

Available in certain circumstances.  Limits vary 
depending on other factors. 

Catch-up contributions are as follows: 
Year       Limit 
2002 $1,000 
2003 $2,000 
2004 $3,000 
2005 $4,000 
2006       $5,000 (indexed) 

Maximum Exclusion 
Allowance 

The most an employee can defer annually is 
limited to the lesser of three amounts: 
 
¾ 402(g) limit as indexed ($10,500 in 2001) 
¾ 415 limit – lesser of 25% of compensation or 

$35,000 
¾ Exclusion allowance = (20% x current year’s 

compensation) x total years of service, minus 
prior year’s vested contributions 

The most an employee can defer annually is 
limited to the lesser of the following amounts: 
 
¾ 402(g) limit as indexed ($11,000 in 2002) 
¾ 415 limit – lesser of 100% of compensation or 

$40,000  
¾ Repealed – Exclusion allowance 

Minimum Distributions Generally, participants must receive a minimum 
distribution starting at the later of age 70½ or 
retirement. 

IRS is directed to update life expectancy tables. 

Definition of Pay for Self-
Employed Individuals 

Pay means net earnings subject to self-
employment tax.  Participants of certain religious 
faiths elect to be exempt from self-employment 
tax on religious grounds; therefore, they have no 
pay on which to base contributions. 

Definition of pay now includes an individual’s net 
earnings that would be subject to self-employment 
tax if the employee was not exempt from the tax on 
religious grounds. 

Employer-Provided 
Investment Education 

Employer provided retirement advice is not 
income to employees. 

Clarifies that employer provided individual 
retirement and financial planning services are 
treated as a non-taxable fringe benefit if the 
services are available to all eligible employees on 
the same terms. 

Repeal of Coordination 
Requirement for 457 Plans 

The section 457(b) limit on deferred 
compensation is reduced dollar-for-dollar by 
employee elective deferrals under 401 (k) and 
403(b) plans. 

The coordination requirement is repealed for years 
beginning after December 31, 2001.  Separate 
limits now apply to 457 and 403(b) accounts, 
allowing the participant to save up to $22,000. 

Creation of “Roth” 403(b) 
Accounts 

No provision. Effective after 2005, employers may allow 
employees to make “Roth” contributions to a 
403(b) account.  Employees are taxed immediately 
but contributions and earnings generally would not 
be subject to taxation upon distribution. 

Rollovers between various 
types of plans. 

Amounts paid from an employer-sponsored plan 
or 403(b) arrangement may only be rolled over to 
the same type of plan or an IRA.  Amounts could 
not be rolled from an IRA (other than a “conduit” 
IRA”) to any type of employer plan. 

Qualified, 403(b), IRAs and governmental 457 
plans (but not tax exempt 457 plans) can accept 
rollovers from any other type of plan, as long as 
that plan accepts rollovers. 

Hardship relief Employees who obtain hardship distributions The 12-month period is shortened to six months. 
 



 

under a 401(k) or 403(b) plan must be suspended 
from participation for 12 months. 

Expansion of spousal 
rollover 

Surviving spouses of participants generally may 
rollover distributions from a 403(b) plan to an 
IRA. 

Surviving spouses also could roll over distributions 
to a qualified plan, 403(b) plan, or governmental 
457 plan in which they participate.  

Same Desk Rule Distribution to terminated employees is not 
allowed if the employee continues performing the 
same function for a successor employer. 

Eliminated. 

Sunset Provision  All provisions of the bill do not apply to taxable, 
plan, or limitation years beginning after December 
31, 2010. 

 
If you have any additional questions about these new changes, please contact your designated customer service team.  Our representatives 
are available to answer your questions between the hours of 8 a.m. and 6 p.m. EST.  We also recommend that you consult with your tax 
advisor or tax attorney on how these changes will affect your particular situation.  Delaware Charter Guarantee & Trust Company is not 
licensed to practice law or give tax advice. 
 
*Special Note: For 403(b)(7) accounts, Delaware Charter will accept reregistration instructions for mutual fund accounts ONLY. 
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