PPA Section 902(e) and it’s Affect on Excess Distributions!

In order to make sense of section (e), I integrated the changes into the original code below.  Putting the change in the proper context should make them easier to interpret.


CHANGES – PPA902(e):
(e) EXCESS CONTRIBUTIONS.— EXPANSION OF CORRECTIVE DISTRIBUTION PERIOD FOR AUTOMATIC CONTRIBUTION ARRANGEMENTS.
—Subsection (f) of section 4979 of the Internal Revenue Code of 1986 is amended—
(A) by inserting ‘‘(6 months in the case of an excess contribution or excess aggregate contribution to an eligible automatic contribution arrangement (as defined in section 414(w)(3)))’’ after ‘‘21⁄2 months’’ in paragraph (1), and (B) by striking ‘‘21⁄2 MONTHS OF’’ in the heading and inserting ‘‘SPECIFIED PERIOD AFTER’’.
(2) YEAR OF INCLUSION.—Paragraph (2) of section 4979(f) of such Code is amended to read as follows:
‘‘(2) YEAR OF INCLUSION.—Any amount distributed as provided in paragraph (1) shall be treated as earned and received by the recipient in the recipient’s taxable year in which such
distributions were made.’’.


ORIGINAL CODE – 4979(f):
(f) No tax where excess distributed within 21/2 months of close of year 

(1) In general 
No tax shall be imposed under this section on any excess contribution or excess aggregate contribution, as the case may be, to the extent such contribution (together with any income allocable thereto) is distributed (or, if forfeitable, is forfeited) before the close of the first 21/2 months of the following plan year. 

(2) Year of inclusion 

(A) In general 
Except as provided in subparagraph (B), any amount distributed as provided in paragraph (1) shall be treated as received and earned by the recipient in his taxable year for which such contribution was made. 
(B) De minimis distributions 
If the total excess contributions and excess aggregate contributions distributed to a recipient under a plan for any plan year are less than $100, such distributions (and any income allocable thereto) shall be treated as earned and received by the recipient in his taxable year in which such distributions were made.

CODE FUSION!:
(f) No tax where excess distributed within 2 1/2 months of SPECIFIED PERIOD AFTER close of year.

(1) In general 
No tax shall be imposed under this section on any excess contribution or excess aggregate contribution, as the case may be, to the extent such contribution (together with any income allocable thereto) is distributed (or, if forfeitable, is forfeited) before the close of the first 2 1/2 months (6 months in the case of an excess contribution or excess aggregate contribution to an eligible automatic contribution arrangement (as defined in section 414(w)(3))) of the following plan year. 

(2) Year of inclusion 

(A) In general 
Except as provided in subparagraph (B), any amount distributed as provided in paragraph (1) shall be treated as received and earned by the recipient in his taxable year for which such contribution was made. 
(B) De minimis distributions 
If the total excess contributions and excess aggregate contributions distributed to a recipient under a plan for any plan year are less than $100, such distributions (and any income allocable thereto) shall be treated as earned and received by the recipient in his taxable year in which such distributions were made. 

(2) YEAR OF INCLUSION
Any amount distributed as provided in paragraph (1) shall be treated as earned and received by the recipient in the recipient’s taxable year in which such distributions were made.’’.


It could be argued that Paragraph (2) (B) stays, but it appears to me that it doesn't.  In any case; this issue only becomes important if your plan fails by $100 or less.
