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Equity and Fiscal Responsibility Act of 1983: Scheduled for a Hearing Before the Subcommittee on Savings,
Pensions, and Investment Policy of the Committee on Finance United States Senate, April 11, 1983 If a pension,
profit-sharing, or stock bonus plan qualifies under the tax law (sec. 401 (a), 403 (a), 405 (a)), then (1) a trust
under the plan is generally exempt from income tax, (2) employers are generally allowed deductions (within
limits) for plan contributions for the year for which the contributions are made, even though participants are
not taxed on plan benefits until the benefits are distributed, (3) benefits distributed as a lump sum distribution
may be accorded special long-term capital gain treatment or 10-year income averaging treatment, or may be
rolled over, tax-free, to an individual retirement account or annuity (IRA) or to another qualified plan, and (4)
certain estate and gift tax exclusions are provided. Under a tax-sheltered annuity program, amounts paid by an
educational institution or by an eligible tax-exempt organization to purchase an annuity contract for an
employee are excluded from the employee s income, subject to certain limits (sec. 403 (b)). Amounts distributed
or made available under tax-sheltered annuities or custodial accounts generally are includible in gross income.
However, certain total distributions may be rolled over, tax-free, to another such annuity contract or to an IRA.
In addition, certain estate and gift tax exclusions apply. If an IRA qualifies as a simplified employee pension
(SEP), the annual IRA deduction limit (generally, the lesser of $2,000 or 100 percent of compensation) is
increased by the lesser of $15,000 or 15 percent of...
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