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The Internal Revenue Service has released Revenue Ruling 2007-58, 2007-37 I.R.B. 1
(attached), which expands the list of arrangements treated as qualified pension or
retirement plans for purposes of Code section 817(h)’s diversification requirements. 
Section 817(h) provides that a variable contract must be invested in a segregated asset
account that is adequately diversified.  The regulations under section 817 permit
diversification requirements to be satisfied in certain cases by applying a “look-through”
rule.  For example, a variable contract holding a beneficial interest in a regulated
investment company (“RIC”) may satisfy the diversification requirement by looking through
to the underlying assets of the RIC.  The look-through rule may be applied only if all the
beneficial interests of the RIC (or other permitted entity) are held by one or more insurance
companies.  For purposes of this rule, beneficial interests held by qualified pension or
retirement plans are disregarded.

 

A prior revenue ruling (Rev. Rul. 94-62, 1994-2 C.B. 164) provided a list of nine
arrangements that are treated as “qualified pension or retirement plans” and can be



disregarded in determining whether the look-through rule applies.  Rev. Rul. 2007-58
updates the prior ruling by adding five arrangements:

 

a simple retirement account described in section 408(p);i.

a deemed IRA described in section 408(q);ii.

a Roth IRA described in section 408A;iii.

a section 415(m) plan that is also a "governmental plan" within the meaning ofiv.
section 414(d); and

a section 457(f) plan that has as its sponsor either (i) a charitable organizationv.
described in section 818(a)(4) or (ii) a governmental organization described in section
818(a)(4), whose employees are described in section 403(b)(1)(A)(ii).
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