
    
Vendor Name 
Attn: Vendor Contact 
Address 1 
Address 2 
City, ST ZIP    

RE: 403(b) Provider/Information Sharing Agreement (California including FBC)  

To Whom It May Concern:  

National Benefit Services, LLC (NBS) is a third party benefits administrator that provides services to 
sponsors of 403(b) plans.  NBS provides compliance services to certain school d istricts, community 
colleges, departments of education, and charter schools in California including many employers 
affiliated with the San Diego County Schools Fringe Benefits Consortium (FBC).  Your institution is 
receiving this letter because it is currently an approved investment provider of our client employers’ 
plans or it is eligible to become an approved investment provider.  

The final 403(b) regulations recently issued by the IRS create or reinforce compliance responsibilities 
relating to the administration of 403(b) plans maintained by public school employers.  The general 
outcome is to reduce the d issimilarity between 401(k) and 403(b) plans which, according to some 
commentators, may favor “single vendor” plan arrangements.  However, NBS has created an “open 
vendor” compliance program for public school employers designed to facilitate plan compliance while 
maintaining a multiple investment provider environment that has been trad itionally popular among 
school d istricts.  Our goal is to partner with your institu tion in order to provide plan participants of 
our client employers with many quality investment alternatives while maintaining compliance with 
the new regulations.  

Investment providers that partner with NBS are recommended to ind ividual employers as being 
“approved”.  Recognizing the need to work with providers that are able to facilitate plan compliance, 
our client employers generally permit employees to defer 403(b) amounts to approved investment 
providers.  This packet outlines the relationship between an approved provider and NBS.  The 
primary component of this packet is a 403(b) Provider/Information Sharing Agreement (Agreement).  
By entering into the Agreement an investment provider will become an approved provider (or renew 
status as an approved provider) under the employer’s plan.  The Agreement serves two d istinct 
purposes:  

1. Many providers previously entered into a hold harmless agreement with NBS covering 
certain school d istrict clients affiliated with the San Diego County Schools Fringe Benefits 
Consortium (FBC).  This new agreement is intended to replace the previous hold harmless 
agreement and any other agreements that may have been previously maintained with NBS or 
the employer (in relation to the employer’s plan) and outline investment provider 
responsibilities relating to the employer’s plan. 
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2. The Agreement will also serve as the information sharing agreement required by the new 

regulations to facilitate transfers or exchanges between investment providers.  

Even though the regulations are not generally effective until January 1, 2009, the sponsoring 
employers desire to begin operating the plans in accordance with the regulations prior to that date.  
The Agreement will enable the sponsoring employer to bring its 403(b) plan into compliance with the 
new regulations.  The Agreement will be effective once it has been executed by the investment 
provider and NBS and a copy has been returned to you.  FBC anticipates that providers will execute 
the Agreement by February 1, 2008 to renew or establish an approved provider relationship.  

The Agreement includes a list (Schedule A) identifying the actual employers covered by the 
Agreement and which contract with NBS.  From time to time employers may be added to or removed 
from Schedule A.  NBS will periodically mail to providers an updated copy of Schedule A so that 
providers may know which employer plans are subject to the terms of the Agreement.  Electronic 
copies of Schedule A will also be available on FBC’s website for FBC affiliated employers.  What 
follows is a d iscussion of some of the features of the NBS 403(b) Compliance Program with particular 
attention given to transfers and exchanges.  Please note that nothing contained in this document is 
intended to replace or modify the terms or provisions of the Agreement.  

Program Features

  

Relationship of Parties  

Employers sponsoring 403(b) plans engage the services of NBS by entering into a provider 
agreement establishing NBS as Third Party Administrator of the employer’s 403(b) plan.  
Investment providers that partner with NBS by entering into the Agreement enjoy approved 
provider status and are considered “transfer eligible”.   Currently, this Agreement covers only 
employers affiliated with FBC.  However, in the fu ture non-FBC affiliated employers may engage 
the services of NBS that will also fall under this Agreement.  At that time, your institu tion will be 
notified and be provided with appropriate website, contact, and form information applicable to 
the non-FBC affiliated employers.  

Transaction Approval  

If your institution is one of the many investment providers that previously partnered with and 
maintained a hold harmless agreement with NBS then you are already familiar with the process 
by which NBS employs an approval process for loans, hardships, d istributions, and rollovers.  
This same procedure will remain in effect and will be expanded to include approval of transfers.  
This system achieves central coord ination of withdrawals that might otherwise be impossible in a 
multiple vendor environment.  

Partner providers agree to only issue loans, hardships, d istributions, rollovers, and transfers for 
participants of affected plans with authorization from NBS.  Authorization is provided through an 
Authorization Form that will be signed by an NBS representative and transmitted to the provider 
by NBS via fax and mail.  FBC affiliated employers that contract with NBS utilize FBC-branded 
Authorization Forms.  Copies of FBC forms are enclosed and are always available on FBC’s website: 
www.fbcretire.com.  

http://www.fbcretire.com
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Information Sharing  

As part of our Compliance Program; investment providers and NBS must obtain, retain, and share 
information to facilitate the operation of the plan in compliance with the Code.  The information 
sharing aspect of the Agreement has been designed to meet the requirements of the new transfer 
and exchange rules.  As the information systems and capabilities of NBS and investment 
providers evolve, we anticipate the development of progressively improved means of information 
sharing.  NBS is eager to work with providers to improve information sharing procedures.  Given 
the number of partner providers and variety of capabilities, we anticipate initially sharing 
information in simple manner.  Some information should be submitted to NBS by the investment 
provider on a periodic basis while other information should be shared with NBS upon request.  

Defaulted loan information should be provided by the vendor to NBS on at least a quarterly basis.  
Currently NBS requests that name, SSN, and date of default for any defaulted loan of a participant 
of an affected plan be reported to NBS.  In addition to defaulted loans within accounts held by the 
provider, defaulted loans reported to you by a non-transfer eligible investment provider in 
conjunction with an exchange of investments to your institution (see Transfer section below) 
should also be reported to NBS.  Defaulted loan information may be transmitted to NBS in any 
reasonable and secure manner including by mail, fax, or email (if your company has secure email 
capability):  

Attn:  Governmental Plans Team  Fax:  (800) 597-8206  
Mail:  8805 S. Sandy Parkway   Email: evans@nbsbenefits.com

  

Sandy, UT 84070  

NBS will frequently place inquiries to partner investment providers to ascertain participant 
account balance and loan balance during the loan approval process.  Contact may also be made to 
determine deferral balance during the hardship approval process.  For this reason we ask that a 
reliable individual with your institution be identified whom NBS will be able to contact on a 
regular basis by phone in order to gather this information.  This contact person should be 
identified on the Attachment to 403(b) Provider/Information Sharing Agreement (page 9 of the 
Agreement).  In the coming months, NBS anticipates the development of a system that will 
streamline this process and make it easier to for providers to respond to information requests.  

Upon performing an exchange of 403(b) amounts to another transfer eligible provider, a partner 
vendor should communicate to the receiving vendor the portion of the transferred amount 
consisting of known employee deferrals and , in the case of Roth accounts, the Roth portion and 
commencement date of the 5 year hold ing period.  In receiving an exchange of plan 403(b) 
amounts from a non-transfer eligible investment provider (see Transfer section below) the 
receiving provider should obtain this same information and should ask the transferring provider 
to identify any outstanding defaulted loans of the participant.  If outstanding defaulted loans are 
reported to you, the loan default information will be forwarded to NBS.  

Plan Document  

NBS has operated a 403(b) plan on behalf of FBC affiliated school d istricts under a plan document 
since 2002.  NBS is supporting our client plan sponsors and FBC in modifying the plan document 
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to meet the needs of the employers and participants under the new regulations.  We anticipate this 
document will be revised and communicated to providers by July, 2008.  In order to facilitate plan 
administration, we anticipate that a single plan document will be adopted by all employers listed 
on the enclosed Schedule A.  

Fees  

Employers incur costs that are attributed to the sponsorship of a 403(b) plan.  With the passage of 
California Assembly Bill 2462, California school d istrict employers may now allow for costs of 
third party administration services to be paid by plan participants.  Employers identified on 
Schedule A have authorized NBS to charge an administrative fee to participant accounts through 
the investment providers for costs associated with compliance and administrative functions of the 
Employers’ plans.  For participants who are actively deferring to multiple investment providers, 
each provider will be assessed a pro rata share of the monthly fee.  FBC affiliated participants, for 
example, will incur a cost of $3.00 per month during which a contribution is remitted on behalf of 
the employee.  

1 provider = $3.00 will be assessed to the provider 
2 providers = $3.00 x .50 ($1.50) will be assessed to each provider 
3 providers = $3.00 x .33 ($1.00) will be assessed to each provider  

NBS will invoice investment providers on a monthly basis.  Failure to remit payment to NBS in a 
timely manner may result in termination of the Agreement which, in turn, may result in exclusion 
of the provider from the Employer’s plan.  Billing will begin the month following the execution of 
the Agreement by both parties.  

Transfers

  

The new regulations establish transfer options consisting of three d istinct types of non-taxable 
exchanges or transfers of 403(b) amounts:  

1. Exchange (change of investment within the same plan) 
2. Plan-to-Plan Transfer (transfer from one employer plan to a different employer’s plan) 
3. Transfer to Purchase Permissive Service Credit  

The plan document referenced above currently permits Exchanges, Plan-to-Plan to transfers, and 
Transfer to Purchase Permissive Service Credit.  In addition to becoming approved providers, 
investment companies that enter into the Agreement become “transfer eligible” providers of the 
employer’s plan.  NBS guidelines regarding transfers are listed below.  

 

A transfer eligible provider may transfer plan 403(b) amounts as an Exchange to another 
transfer eligible provider after receiving NBS authorization (by means of the Transfer 
Authorization Form).  

 

A transfer eligible provider may receive a transfer of 403(b) amounts as an Exchange from 
another transfer eligible provider without evidence that the transfer was approved by NBS.    
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A non-transfer eligible provider may transfer plan 403(b) amounts as an Exchange to a 
transfer eligible provider without NBS authorization.  However, the non-transfer eligible 
provider should provide the following information to the receiving provider:  

1. Outstanding defaulted loans of the participant 
2. Amount of transfer consisting of known employee deferrals  

 
A transfer eligible provider may receive a transfer of plan 403(b) amounts as an Exchange 
from a non-transfer eligible provider without NBS authorization.  However, the receiving 
transfer eligible provider must request information from the non-transfer eligible provider 
regarding:  

1. Outstanding defaulted loans of the participant.  Any outstanding loan information 
reported to the receiving transfer eligible provider by a non-transfer eligible provider 
should be reported to NBS within 90 days. 

2. Amount of transfer consisting of known employee deferrals.  Any amounts received 
by the transfer eligible provider not identified by the transferring provider as known 
elective deferrals should not be tracked or treated as elective deferrals.  Amounts not 
known to be elective deferrals are not eligible for hardship withdrawal.   

 

A non-transfer eligible provider may not transfer plan 403(b) amounts as an Exchange to any 
provider other than a transfer eligible provider.  

 

NBS recommends that providers pursue rollover options as opposed to Plan-to-Plan transfers 
in most situations.  Generally, a d irect rollover may achieve a similar movement of 403(b) 
amounts as a Plan-to-Plan transfer.  Nevertheless, a provider may perform a Plan-to-Plan 
transfer with authorization from NBS.  The following information must be provided to NBS to 
consider a Plan-to-Plan transfer for approval:  

1. Details concerning all withdrawal restrictions of the other plan 
2. Evidence that the other plan permits and has approved of the plan-to-plan transfer in 

question  

 

Transfer eligible providers may transfer 403(b) amounts to purchase permissive service credits 
(or to make repayment to a defined benefit governmental plan) after receiving authorization 
from NBS (by means of the Transfer Authorization Form).  

FBC’s website will include a listing of transfer eligible providers for use by participants and providers.  
In order to provide a consistent compliance platform to the employers, neither employers listed on 
Schedule A nor NBS or FBC anticipate entering into information sharing agreements other than NBS’ 
403(b) Providers/Information Sharing Agreement.  

Instructions

  

Please notify NBS as soon as possible by email whether or not your company intends to pursue or 
renew approved provider status.  Modifications to the Agreement are strongly d iscouraged but will 
be considered on a case by case basis.  Sign either the annuities or custodian version of the Agreement 
(or both depending on the products offered) and return by mail to NBS at the address below.  Please 




