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The purpose of the Worksheet Number 2A (Form 5624) an
identify major problems in the area of plan vesting. Howev
mentioned in the worksheet that could affect the plan’s qual
 
The worksheet applies only to plans to which Internal Rev
except plans mentioned in section 411(e) (such as governmen
cover pa
 
Generally, a “Yes” answer to a question on the worksheet indicate
while a “No” answer signals a problem concerning plan qualific
altered by specific instructions for a given question. Please explain
space provided on the worksheet. 
 

A 
imum 
ng 

andards 

d this explanation is to 
er, there may be issues not 
ification. 

enue Code section 411 applies, 
tal plans) and plans that 

rticipants who are employed in maritime or seasonal industries. 

s a favorable conclusion 
ation This rule may be 

 any “No” answer in the 

The sections cited at the end of each paragraph of explanation are to the Internal Revenue 
Code, the Income Tax Regulations, and the Department of Labor (DOL) Regulations; Rev. Rul. 
means Revenue Ruling. 
 
A basic requirement to keep in mind for the vesting standards is that each participant’s 
vested interest must satisfy the statutory minimum at all times. A plan that generally provides 
faster vesting than the statutory minimum will not fail to qualify merely because the plan 
does not adhere to the specific language found in the statute. For example, a plan that 
provides full and immediate vesting at age 21 would satisfy the statutory minimum vesting 
requirements even though language about a requirement for years of service is not found in 
the plan.  
 
 
 

 
 
 
 
 
 
 
 
 
 

The technical principles in this publication may be changed by future regulations 
or guidelines. 
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rs of ser
ted inte
if the 
partici

Questions a. through f. and l. through p. apply to plans
count hours of service. Questions g. through p. app

ng servic

consecu
mployee

ice for vesting purposes. Any
must designate a vesting computation period, except a 
that uses an “elapsed time” method of counting service,

 determ

ce

yee with 1 year of service for vesting if the employ
00, 870, or 750 hours 

period. 

 employ
th, or sh

ore than 1000 hou

(H = 870) A plan that counts “hours worked,” or
on earnings for an empl

nnot require

DOL Regs. 2530.200b-3(d)(1) 
DOL Regs. 2530.200b-3(f)(1) 

e hours
n empl

 hourly 
50 hou

DOL Regs. 2530.200b-3(f)(2) 
Answer the following by using the applicable method of 

counting hours (i,ii, or iii above). 

Line c. 
for which (1) an employee is paid or entitled to payment for 
the performance of duties, (2) an employee is paid or 
entitled to payment because of a period of time during 
which no duties are performed, and (3) back pay is either 
awarded or agreed to by the employer. Note: Item (2) may be 
limited to 501 hours for any single occurrence. 
DOL Regs. 2530.200b-2(a) 

e by an equivalency based 
mployee is required to be 

ce under the paragraph 
bove, the basis used, the plan must 

: 

Number of Hours Credited 
.......................... at least 10 

.................................................................... at least 45 
.......................... at least 95 

...................... at least 190 

t each hour for which 
tled to payment for the 

ce of duties; also credit hours for which back pay 
employer to the extent that 
which the employee would 
formance of duties for the 

ours,” credit each hour for 
titled to payment for the 

which a premium 

 200b-3(d)(3)(ii) 
e by an equivalency based 
ho is compensated on an 

ust be credited during a 
on period with at least the number of hours equal 

ings— 
mputation period, divided 

ing the computation period 
yee’s lowest hourly rate 
est hourly rate payable to 

 similar, job classification. 

n credits hours of service by an equivalency based 
nd determines compensation other than on an 

hourly rate, the employee must be credited during a 
the number of hours equal 
ties performed during that 
e’s lowest hourly rate of 
 period. (See the DOL 
 same hour ly ra te  o f  
ployees, this method may 
r of highly compensated 

DOL Regs. 2530.200b-3(f)(2) 

Line d. If H = 1000 in b. above, answer this question; 
otherwise check N/A. If a plan credits hours of service for 
periods during which no duties are performed, the plan must 
designate the method of determining the number of hours to 
be credited and the method of crediting the hours to the 
computation periods. The plan must conform to the 
requirements of DOL Regulations section 2530.200b-2(b) 
and (c). Section 2530.200b-2(f) of the DOL Regulations, 
however, also indicates that a plan is not required to state 
these rules if they are incorporated by reference. 

                                                                             
If a plan credits hours of servic

on a period of service, and an e
credited with at least 1 hour of servi

I.Years of Service And Breaks In Service 

This section applies only to plans in which yea
are a factor in determining a participant’s ves
Therefore, DO NOT complete this section 
provides full and immediate vesting for each 

vice a n, depending on the 
rest. credit hours of service as follows
plan 
pant. Basis of Equivalency 

 that Day .............................................

ly to Week.

e. 

tive-
 has 
 plan 

Bi-weekly payroll period ..............
Month............................................

DOL Regs. 2530.200b-3(e) 
If a plan counts “hours worked,” credi

an employee is paid or enti

plans that use the elapsed time method of counti

Line a. A vesting computation period is a 12-
month period used to determine whether an e

servcompleted a year of 
p

performan
lan 

 or a 
ining 

is awarded, or agreed to, by the 
the back pay covers a period in 
have been employed in the perplan in which years of service are not a factor in

a participant’s vested interest. 
DOL Regs. 2530.200b-1(a) 

employer 

” and 

DOL Regs. 2530.200b-3(d)(3)(i) 
If a plan counts “regular time h

which an employee is paid or en
performance of duties (except hours for Line b. Depending on the definition of “hour of servi

the method used to count these hours, a plan m
emplo

ust credit an 
ee 

rate is paid). 
DOL Regs. 2530

completes at least 10 of service in a 

f service, or 

If a plan credits hours of servic
on earnings for an employee w
hourly rate, an employee m

vesting computation 
(i) (H = 1000) A plan that counts all hours o

that uses an equivalency based on a period of
(day, week, semi-monthly payroll period, mon

mpletion of m

ment computati
ift), 

rs of 

 that 
oyee 
 the 

to either the employee’s total earn
(1) from time to time during the co

by the hourly rate of those times; or 
(2) for performance of duties dur

divided either by the emplo
during that time, or by the low
an employee in the same, or a

DOL Regs. 2530.200b-3(f)(1)(i) 

cannot require the co
service. 
41 1(a)(5)(A) 
DOL Regs. 2530.200b-1(a) 
DOL Regs. 2530.200b-3(e) 

(ii) 
uses an equivalency based 
who is compensated on an hourly rate, ca
completion of more than 870 hours of service. 

If a pla
on earnings, a

,” or 
oyee 
rate, 
rs of 

computation period with at least 
to his or her total earnings for du
period, divided by the employe
compensation during the same
Regulat ions) .  NOTE:  I f  the
compensation is used for all em
result in discrimination in favo
employees. 

(iii) (H = 750) A plan that counts “regular tim
that uses an equivalency based on earnings for a
who is compensated on a basis other than an
cannot require the completion of more than 7
service. 

b-3(d)(2) DOL Regs. 2530.200

If a plan counts all hours of service, credit each hour 
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2(b) & (c) 
DOL Regs. 2530.200b-2(f) 

ervice.
 counte
fit, the 
k N/A. 
ice” an
y charg
compu

 th
 if a ce
of the h
 works

hat an employee be cha
rvice if in a computation period

ore than 500 hours of se
in a plan that counts all hours of service; or, more than

ore than

 work for any period 
(2) birth
ild with
 caring
g such
or pate

only ma
r of ser

ve. 

ibed above. 
loyer A
s prov

s to wo
sence 
g and n
or the 

computation 
ternity l
 a brea

service with respect to such computation period if such 

individual will not experience a break in service if such 
maternity or paternity leave is credited. If such maternity or 
paternity leave is not credited to the first computation period, 
it is credited to the second computation period whether or 
not it is needed to preclude a break in service. 

The rules may be illustrated with the following example: 
Individual A separates from service on March 1, 1986 of a 
calendar year computation period after earning 300 hours of 
service. The plan defines a year of service as a computation 

employer provides for paid maternity leave for a period not 

iting service paid maternity 
. Therefore, individual A in 

reak in service even if the 
er REA are not so credited. 
ould be credited to the first 
erefore, all such hours of 
nd computation period of 

ited with respect to a 
r of hours such individual 

 the computation period if 
rnity or paternity leave. In 

ascertainable, the plan may 
ny day said individual is 
aternity or paternity leave. 

mber of hours credited to any 
r of hours needed to avoid 
rs, 436 hours, 376 hours 

nted. The plan may provide 
rden of proving that the 
 the covered causes. 
method for complying with 
maternity and paternity 

eak in service rules require a 
minimum of six consecutive one year breaks in service for 
service to be disregarded (versus the statutory minimum of 
five), then the plan will not have to include any special rules 

y absence. This simplified 
 plan computes years of 
 of service or permitted 

o elapsed time plans. 

 The employment commencement date must be no 
later than the date on which the employee first performs an 

he severance from service 
 employee quits, retires, is 
niversary of the first day of 
 for any reason other than 
th. 

yee must be credited with service equal to at 
least the time between the employment commencement 
date and the severance from service date. 

Line h. Generally, a plan must aggregate all separate 
periods of service, except for any that may be disregarded 
due to the rule of parity. Alternatively, instead of keeping 
separate periods of service, the plan may aggregate by 
adjusting the employment commencement date. If the plan 
uses this alternative to credit the aggregate period of 
service, check “Yes” for question h. 
1.4 10(a)-7(b)(6)(ii) 

Line i. A period of severance is the period of time between 
the employee’s severance from service date and the date the 

                              

account of the adoption of or the caring f
immediately following the adoption. 

Hours of service must be credited to the 
period in which the first hour of maternity or pa
occurs, if such individual would experience

Line e. A plan may disregard certain service
employee has 5 consecutive 1-year breaks in s

 before the 
 If all 
d

toexceed 300 hours. 
Under the normal rules for cred

leave must be credited for service
1986 would not experience a b
hours required to be credited und
Accordingly, no hours of service w

of an employee’s service with an employer is
determining the nonforfeitable accrued bene
need not provide these rules. In this case, chec

Depending on the definition of “hour of serv
method used to count these hours, a plan ma
employee with a break in service for any vesting 
period in which the employee fails to complete more
hours of service. The number required for B,
method of counting hours is used, equals half 
used in question b, of this section of the
Therefore, a plan may provide t

 for 
plan 

d the 
e an 
tation 
an B 
rtain 
ours 

heet. 
rged 

computation period in 1986. Th
service are credited in the seco
1987. 

The number of hours cred
computation period is the numbe
would normally have worked in
such individual were not on mate
the event that the number is not 
credit 8 hours with respect to a
absent for leave on account of m
The plan may limit the nu

with a break in se  the 
rvice 
 435 
 375 

computation period to the numbe
a break in service, i.e., 501 hou
depending on how hours are cou
that the participant has the bu
absence was by reason of one of

The plan can use a simplified 
the requirements relating to 
absences. If the plan’s br

employee fails to complete: m

hours if the basis used is “hours worked”; or, m
hours if the basis is “regular time hours.” 
DOL Regs. 2530.200b-3 
DOL Regs. 2530.200b-4 

Line f. An individual shall be credited with cer
service if such individual is absent from

tain hours of 

by reason of (1) pregnancy of the individual, 
child of the individual, (3) placement of a ch
individual in connection with an adoption or (4)
child described in (2) or (3) immediately followin
or placement. This credit is credit for maternity 
leave. Credit for maternity or paternity leave is 
avoid a break in service and not to obtain a yea

 of a 
 the 

 for a 
 birth 
rnity 

de to 

relating to maternity and paternit
method is available only if the
service on the basis of hours
equivalencies. It does not apply t
41 1(a)(6)(E) 
1.4 10(a)-9 

vice. 
The absence does not have to be approved lea

Credit for maternity or paternity leave is req
such leave is on account of the reasons descr
Thus if an individual quits employment with emp
two years later adopts a child, no credit under thi
would be given if the individual eventually return
employer A because said individual’s ab
employer A’s workplace is on account of quittin

nly if Line g.uired o

 and 
ision 

rk for 
from 
ot on 
child 

hour of service for the employer. T
date is the earlier of the date the
discharged, or dies or the first an
a period of absence from service
quitting, retiring, discharge, or dea

The emplo

eave 
k in 

1.401(a)-7(b) & 411(a)(5)(B) 

maternity or paternity leave is not credited and such 

period in which the employee earns 1000 hours. The 



                                                                               
employ

                                                                                         
 the 

eing 
rvice 
, the 
od of 

ason 
ithin 

s and 
f the 
, the 

Line l. In general, for vesting pu
service with the employer who ma
there are several exceptions to 
service before an employee re
excluded. If a plan uses a vesting
the vesting computation period
becomes 18 as a year of service. 
count the period after the emp
figuring the employee’s period o
excluded for years prior to age 2
Retirement Equity Act may not s
date of th
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ee again performs an hour of service for

itting, b
ur of se

 12 months of the severance from service date
 a peri

ny re
g and w
r retire

service within 12 months o
date on which he or she was first absent from service
plan must consider that period of severance as a perio

 to disre
consec
vice wi
 not pr
tion. 

d time, substitute “1-year peri
severance” for “1-year break in service.” A 1-year peri
severance is a 12-consecutive-month period beginnin

on the
is perio
vice fo

unted if sai
ave. Suc
rvice n
 leave

eason o
d o

ndividua
 or (3).
uired o
ribed ab
ployer A
his provision 
s to work for 
sence from 

workplace is on account of quitting and not on 
account of the adoption of or the caring for the child 
immediately following the adoption. 

If an individual works until July 1, 1986, is first absent from 
employment on July 1,1986, on account of maternity or 
paternity leave, and on July 1, 1989 performs an hour of 
service, the period of service must include the period from 
the employment commencement date until June 30, 1987 
(one year after the date of separation for a reason other than 
employee quit, retirement, discharge or death). The period 
from July 1, 1987 to June 30, 1988 is neither a period of 
service nor a period of severance. The period of severance 
would be from July 1, 1988 to June 30, 1989.411(a)(6)(E)(iii) 
1.410(a)-9 

rposes, count all years of 
intains the plan. However, 

the general rule. Years of 
aches age 18 may be 

 computation period, count 
 in which an employee 
If a plan uses elapsed time, 
loyee becomes 18 when 
f service. Years of service 
2 under the law before the 
ubsequent to the effective 

e Retirement Equity Act be excluded unless 1) 
r 2) such service would be 
ity prior to the Retirement 
es to those with an hour of 

ontributory plan that uses a 
xclude a year of service in 
ndatory contributions, if the 
as the only reason the 

pate in the plan. A year of 
ory contribution was made 
f the effect on participation. 
de only the period in which 
t made. You may disregard 
yer maintained the plan or 
rs of service not required to 
f a break in service. (For a 

(a)- 
egard the years of service 

ore January 1, 1971, unless the employee 
completed 3 years of service (whether or not consecutive) 
any time after December 31, 1970. (In determining whether 

rvice under this rule, do 
scribed in this paragraph.) 
 years completed before 

would have 
f the plan which at that 

les. 

Line m. For vesting purposes, count all years of service with 
the employer, including the years spent as a nonparticipant 
and those when the employee was in a category of 
employees excluded from the plan, unless one of the 
exceptions noted in section 411 (a)(4) applies (see l. above). 

Years of service excluded for years prior to age 22 under 
the law before the Retirement Equity Act may not 
subsequent to the effective date of REA be excluded unless 
1) such service is for years prior to age 18, or 2) such service 
would be excluded under the Rule of Parity prior to REA. 
This change only applies to those with an hour of service 
after REA’s enactment. 
411(a)(4) 

employer. 
If an employee severs from service by qu

discharged, or retiring, and then performs an ho
within
plan must consider the period of severance as
service. 

Also, if an employee severs from service for a
other than quitting, being discharged, or retirin
the next 12 months or less quits, is discharged, o
then performs an hour of 

d of 

gard 
utive 
th an 
ovide 

od of 
od of 
g on 
 first 
d the 
r the 

such service is before age 18, o
excluded under the Rule of Par
Equity Act. This change only appli
service after REA’s enactment. 

Except for top-heavy years, a c
vesting computation period may e
which an employee made no ma
absence of the contribution w
employee was ineligible to partici
service in which a partial mandat
may not be excluded, regardless o
If a plan uses elapsed time, exclu
the mandatory contribution was no
years of service before the emplo
a predecessor plan as well as yea
be taken into account because o
definition of a predecessor plan see Regs. section 1.411
5(b)(3)(v)(B).) You may also disr
completed bef

service. 
1.410(a)-7(d)(1)(iii) & 41 1(a)(5)(B) 

Line j. The break in service rules allow a plan
certain service before the employee has 5 
breaks in service. If all of an employee’s ser
employer is counted for vesting, the plan need
these rules. In this case, check N/A for this ques

If a plan uses elapse

the severance from service date and ending 
anniversary of that date provided that within th
employee does not perform an hour of ser
employer maintaining the plan. 
1.410(a)-7(d)(4) & 411(a)(5)(B) 

Line k. An individual shall not incur the fir
period of severance that would otherwise be co
period is attributable to maternity or paternity le
month period is neither counted as a year of se
a period of severance. Maternity or paternity
period an individual is absent from work by r
pregnancy of the individual, (2) birth of the chil

st 12-month 
d 

h 12 
or as 
 is a 
f (1) 

an employee completed 3 years of se
not apply the other exceptions de
Finally, you may disregard plan
section 411 applied to the plan, if the service 
been disregarded under any te

f the 
l for 

 
nly if 
ove. 

rms o
time served as break-in-service ru
411(a)(4) 
1.411(a)-5(a) & (b) 

individual, (3) placement of a child with the i
adoption or (4) caring for a child described in (2)

Credit for maternity or paternity leave is req
such leave is on account of the reasons desc
Thus, if an individual quits employment with em
two years later adopts a child, no credit under t
could be given if the individual eventually return
employer A because such individual’s ab
employer A’s 

 and 
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other related 

ontrol and affiliated service groups,

414(b), (c) and (m) 

employer, service with the predecessor is counte
t mainta
 

ed emp
), (c), o
 or not 

 partici
d separates from service with X subseque

benefit in plan Y but prior to obtaining vesti
egins working immediately with leasing compan

and through company Z is leased back to X, and is
leased employ

rposes of determ
vesting, breaks in service, etc., of such individual’s 

 

ay sep
ition on

s to service wit
employer before incurring 5 consecutive breaks in servic

ation pe

mpleting

employment and completes more than 200 hours of service 
before December 31 of the same year. 

Of course, an employee would have a break in service 
without a separation from service in any vesting computation 
period in which the employee completes 500 or less hours of 
service while remaining employed by the employer. 

complete sufficient hours of service to be credited with a 
year of service. In this case the participant will remain in the 
same pos i t ion on the vest ing schedule (wi thout  

advancement). 
1.41 1(a)-6 

 After a Break in Service 

t if a participant with any 
employment after a 1-year 

pleted before the break 
ng the participant’s vested 
ost-break benefit accruals 
 no more than 1 year of 
 the date of return to 

period is satisfied, count it for 
vesting in the accruals. However, in certain insured plans, 

ecutive breaks in service 
ining vesting in pre-break 

. 
1)(F) & 1.411(a)-6(c)(1) 

ity” in a plan that uses a 
 participant who has no 

rived accrued benefits 
is not required to consider 
g the participant’s vested 
it accruals if the number of 
ice equals or is more than 
 years of pre-break service 

). The aggregate years of service 
eted before the break does not include service that 

need not be counted because of earlier breaks. 
For a plan that uses elapsed time, if the participant has a 

year of severance, the plan is not required to consider prior 
vice in determining the participant’s vested 

interest in employer-derived benefit accruals if the latest 
 than the greater of 5 

e. 

0(a)-7(d)(7) 

 an employee may forfeit 
any part of his or her accrued benefit that resulted from 
employer contributions because of the withdrawal of the 
employee’s own contributions after the employee is vested in 
50 percent of the accrued benefit that is the result of 
employer contributions. 
401(a)(19) 
411(a)(3)(D) 
1.401(a)-19 

Line b. If forfeitures cannot occur because of a withdrawal of 
mandatory employee contributions, check N/A. 

Except for top-heavy years, a plan may permit a participant 

                        

separates from service after January 1, after co
hours of service. The employee later returns

Line n. For vesting purposes, years of serv
employer must include credit for service with 
employers (while related) that are members of
group of corporations, (see section 1563(a) with
subsection (a)(4) and (e)(3)(

ice with an 

 a controlled 
out regard to 

C)), and trades or businesses 
 (see 

essor 
d as 
ining 

III. Vesting on Return to Service

Line a. A plan must require tha
nonforfeitable interest returns to 
break in service, the service com
must be considered in determini
interest in both pre-break and p
after he or she has completed
service. Figure service from

under common c
sections 414(b), (c) and (m)). 

1.41 1(a)-5(b)(3)(iv)(B) 

Line o. If the employer maintains the plan of a predec

service with the employer If the employer is no
the plan of a predecessor employer, check N/A.
414(a)(1) 

Line p. Services of any employee who is a leas
to any employer aggregated under section 414(b
must be credited for vesting purposes whether
individual is eligible to participate in the pla
example, if an individual was an employee of X,
in plan Y an

loyee 
r (m) 
such 
, for 

pates 
nt to 
ng in 

service completed after 5 cons
need not be considered in determ
employer-derived benefit accruals
411(a)(6)(B), (C) and (D), 411(b)(

Line b. Under the “Rule of Par
vesting computation period, if a
nonforfeitable interest in employer-de

n. Thus

accruing a 
plan Y, b y Z 

 now 
ee to 
ining 
prior 

has a break in service, the plan 
pre-break service in determinin
interest in employer-derived benef
consecutive 1-year breaks in serv
the greater of 5 or the number of
(whether or not consecutive

excluded from plan Y, such service as a 
X must be counted in plan Y for pu

accrued benefit. 
414(n)(4) 
Notice 84-11 

II. Vesting on Separation From Service — 
Return to Service Without a Break in Service

A distinction should be made between a sep
service and a break in service. A participant m
from service without affecting his or her pos
vesting schedule, if the participant return

aration from 
arate 
 the 

period of severance equals or is more
years or the prior periods of servic
411(a)(6)(D) 
1.41 1(a)-6(c)(1)(iii) 
1.41

h the 
e. 

For example: A plan has a vesting comput
that coincides with the calendar year. An

riod 
 employee 

 300 
IV. Contributory Plans 

 to covered Line a. A plan cannot provide that

employment. After the waiting 

compl

Line a. In a given vesting computation period, it is possible 
that a participant will avoid a break in service but will not 

periods of ser



                                                                            
to forfeit all or part of the participant’s accrued
resulted from employer contributions because o
of any mandatory employee contributions if the parti
less than 50 percent vested in the accrued benef
if the forfeiture is permitted, the forfeited amou
restored when the participant repays the 
mandatory employee contributions withd
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 benefi
f withd

cip
it. How
nts mu
amoun

rawn. 
wn am
 the da
1 (c)(2)(
 emplo
ber 2, 1
h part o the 
drawal 
r, the b fit 
utions by the 
amount that 
 the am
 mand

r than (i) i
ithdrawal on account of separation from se
arlier of 5 years after the first date on whic

participant is subsequently reemployed, or the close o
first period of 5 consecutive 1-year breaks in service 

i) in the case o
ate of the withdrawa

able accrued benefit accomp
 of the nonvested benefit and a disrega

service to which the distributed amount was attributab
mplete

forfei
the bre

Thus, a
benefit 
even though 
benefit 

Line b. 
amount not less than the participant’s entire nonforfeitable 
accrued benefit, including employee-derived benefits other 
than deductible employee contributions. The amount may not 
exceed $5,000. The participant’s consent will be required if 
the present value of the nonforfeitable benefit is greater than 
$5.000 and the benefit is immediately distributable. A 

may be distributed before the later of normal retirement age or 
age 62. If a participant has attained NRA, but has not yet 
attained age 62 (or vice versa), the participant’s failure 

emed to be an election to 
sufficient to satisfy section 
to section 417, spousal 
 the present value of the 
t exceed $5,000, or the 
qualified joint and survivor 
ection 417, participant and 

 distribution will be required 
the “annuity starting date” 
even if the nonforfeitable 
 $5,000.  See requirements 

direct rollover of a mandatory distribution of more than 
$1,000 to an individual retirement plan when the participant 

ion to have that amount paid 
in a direct rollover to an eligible retirement plan or to receive 
the distribution directly.   
 

otice 2005-5, Notice 2005-

voluntary or involuntary) must be 
e due to an employee’s termination of participation in 

the plan; the distribution is considered the result of the 
an the close of the second 
rmination, unless it can be 
mstance test that a later 
ermination. 

untary or involuntary 
nt provision. However, 

d by the plan unless the 
hat is less than the present 
 benefit and the employee 
of the employee’s accrued 

 is forfeitable, it is a 
sent value of the accrued 
 interest on the full amount 
id. 

an may provide that repayment must be made (i) in 
the case of a withdrawal on account of separation from 

ears after the first date on 
uently reemployed, or the 
secutive 1-year breaks in 
hdrawal; or (ii) in the case 

of any other withdrawal, 5 years after the withdrawal. A 
participant who is cashed-out and who, upon subsequent 
reemployment, repays the full amount must be reinstated in 
the full array of section 411 (d)(6) protected benefits that 
existed with respect to his or her benefit prior to the 
cash-out. (See VII.c., below.) 
1.411(d)-4 Q&A 2(a)(2)(iii) 

Line e. For an involuntary cash-out, the only service of an 
employee that may be disregarded in figuring an employee’s 
accrued benefit is that service for which a payment was 
received. For a voluntary cash-out, an employee may 

                                                                                
t that 
rawal 
ant is 
ever, 
st be 
t of 
The 

ount. 
te of 
C). 
yer’s 
974, 

may not forfeit the participant’s nonforfeitable 
separation from service (without a distribution) 
the plan provides for restoration of the forfeited 
the participant’s return to service. 
411(a)(7)(B) & (C) 

to consent to a distribution is de
defer commencement of payment 
401(a)(14). For plans subject 
consent is also required unless
nonforfeitable benefit does no
distribution is in the form of a 
annuity. Also, in a plan subject to s
spousal consent to an immediate
where such distribution is after 
(defined in section 417(f)(2)), 
accrued benefit  does not  exceed
for 

repayment may include interest on the withdra
Figure this interest, compounded annually from
withdrawal, at the rate specified in Code section 41

When a participant has a right to part of the
benefit from contributions made before Septem
the right is not treated as forfeitable even thoug
benefit may be forfeited by the participant’s with
amount that resulted from the benefit. Howeve

f 
of an does not make an affirmative elect
ene

must have been the result of mandatory contrib
participant before September 2, 1974, and the 
could have been forfeited must not be more than
withdrawn. This rule does not apply to plans with
contributions made after September 2, 1974. 

The plan may require repayment no earlie

ount 
atory 

n the 
rvice, 

Explanation No. 4 401(a)(31)(B), N
95  
 

Line c. All cash-outs (
case of a w
before the e h the 

f the mad

commencing after the withdrawal; or (i
other withdrawal, 5 years after the d

f any 
l. 

termination if it is made no later th
plan year after the plan year of te
shown under a facts and circu
distribution is also on account of t
411(a)(7)(B) 
1.411(a)-7(d)(4)(i) & (ii) 

Line d. A pla

411(a)(3)(D)(iii) 
411(a)(4)(B) 
1.41 1(a)-7(d)(2) 

V. Cash-Outs and Immediate Distributions 

Line a. A cash-out is a distribution of all or som
the participant’s nonforfeit

e portion of 
anied 
rd of 
le. If 
 only 
table 
ak in 
 plan 

n that provides for vol
cash-outs must contain a repayme
repayment need not be permitte
employee received a distribution t
value of the employee’s accrued
resumes employment. If any part 
benefit at the time of distribution
distribution of less than the pre
benefit. The plan may require that
of the distribution must also be pa

 pl

by a forfeiture

the plan does not contain cash-out provisions, co
this line. Note that the line may not forfeit the non
benefit unless there has been a distribution or 
service rules otherwise permit the forfeiture. 

upon 
The

upon 
service, before the earlier of 5 y
which the participant is subseq
close of the first period of 5 con
service commencing after the wit

An involuntary cash-out distribution must be an 

benefit is immediately distributable if any part of the benefit 



                                                                            
receive less than the total nonforfeitable acc
Then, to get the accrued benefit not required to 
account at any time, multiply the employee’s t
benefit at that time (figured as though th
distribution) by a fraction. The numerator is the
the distribution, and the denominator is the pres
the employee’s total nonforfeitable benefit 
before the distribution. Se
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rued be
be take
otal acc
ere wa

 amount of 
ent val
immedi

rvice disregarded under
not be disregarded when determi

employees’ eligibility to participate or their position o

efits an
 distribu

teres
mende

PA ’06 and by section 103 of the Wo
Retiree, and Employer Recovery Act of 2008. This int

nefi
erminin
rtain an

the present val
ution, incl
 particip

le interest
ars begi

able interest ra
ear Tre

ution. 

, 2008, th
ined using the 

ed 
 a 24 month average (referred to as th

esignated 
lar to the rules
years beginnin

17(e)(3)(D)(i) 
ases in the use of the 

segment rates over a the five year period.  For the trans
te is a blend of the segm

interest rate and the 30-year Treasury Rate (determined as 
of the plan's designated lookback month), where the blend 
is based on the percentages in the table below for the 
stated year in which begins the plan year that includes the 

 Plan Year       Segment Rate %      30-Year         
 Beginning in                                  Treasury Rate % 

        2008                  20%                  80% 

        2009                 40%                   60% 

        2010                 60%                   40% 

            20% 

the transition period (i.e. 
 the adjusted 

cond, and third segment rates (the monthly spot 
segment rates) determined without regard to blending with 

    The applicable mortality table for 2008 is set forth in Rev. 
.   The applicable mortality 
et forth in Notice 2008-85, 

mortality table other than the 
applicable mortality table, 
ining the amount of a 
an annual benefit that is 
ctuarial equivalence must 
 applicable mortality table 
der section 417(e), if it 
nnual benefit is described 
annual benefit that (i) is 
rticipant or, in the case of 

survivor annuity, the life of the 
participant’s spouse; or (ii) decreases during the life of the 
participant merely because of (a) the death of the survivor 

n is to a level not below 
ble before the death of the 
tion or reduction of Social 
disability payments. 

the period for which the 
s constant. This stability 
nth, one plan quarter, one 
or one calendar year. The 
 stability period may be 
terest rate for any one of 

preceding the first day of the 
stability period. The applicable interest rate to be used 
for a distribution is the rate determined for the applicable 

le look-back month for a 
h for the month (or longer 

annuity starting date for the 
ay provide that, instead of 
back month, it will use an 
s based on two or more 

months, provided the plan 
specifies how the average is computed. 
1.417(e)-1(d)(4) 

Line i. If the plan specifies interest rates or mortality tables 
for calculating equivalent amounts of optional forms of 
benefitin addition to the section 417(e)(3) rates, it must 
provide that a participant’s benefit must be at least as great 
as the benefit produced by using the applicable interest 
rate and the applicable mortality table. This may mean 
applying the section 417 applicable interest rate and 
applicable mortality table to certain options for certain 
participants and applying another plan rate or table to those 

                                                      
nefit. 

n into 
rued 

s no 

        2011                 80%       

For plan years beginning after 
2012 and later), the applicable interest rate is
first, se

ue of 
ately 
 this 
ning 

the 30-year Treasury rate.   

section may 
n the 

used 
d the 
tions 
t rate 
d by 
rker, 
erest 
ts for 
g the     

Rul. 2007-67, 2007-2 C.B. 1047
table for 2009 through 2013 is s
2008-2 C.B. 905.  

If a plan uses an interest rate or a 
applicable interest rate and the 
then, for purposes of determ
distribution in a form other than 
described in the next sentence, a
be determined on the basis of the
and applicable interest rate un
produces a greater benefit. An a
in this sentence if it is an 
nondecreasing for the life of the pa
a qualified preretirement 

plan’s vesting schedule.   411(a)(7)(B) 
1.411(a)- 7(d)(4)(iii) 

Lines f.  The plan must specify the interest rate
in determining the present value of accrued ben
amount of any distribution including lump sum
which cash-out the participant’s benefit. This in
may not exceed the limits under section 417 as a

s to be 

section 302 of P

rate applies in determining the present value of be
purposes of the $5,000 test, as well as in det
actual amount of any distribution, other than ce
distributions described in line g., below. 
401(a)(25), 417(e)(3) 

Line g. The plan must specify the interest r
mortality table to be used in determining 

nuity 

ate and the  
ue of 
uding 
ant’s 
n the 
 rate” 
nning 
te” is 
asury 

annuitant (but only if the reductio
50% of the annual benefit paya
survivor annuitant) or (b) the cessa
Security supplements or qualified 
1.417(e)-1(d) 

Line h. A plan must specify 
applicable interest rate remain
period may be one calendar mo
calendar quarter, one plan year, 
applicable interest rate for the
determined as the applicable in
the five calendar months 

accrued benefits and the amount of any distrib
lump sum distributions that cash-out the
benefit.  The present value is not permitted to
present value calculated by using the “applicab
and the “applicable mortality rate.”   For plan ye
prior to January 1, 2008, the term “applic
defined as the annual rate of interest on 30-y
securities for the month before the date of distrib

For plan years beginning on or after January 1
applicable interest rate is generally determ
adjusted first, second, and third segment rates determin
without regard to

 be less tha

e 

e 

 of 
g in 

ition 
ent 

look-back month. The applicab
distribution is the look-back mont
stability period) that contains the 
distribution. Alternatively, a plan m
the interest rate for a single look-
average of applicable interest rate
consecutive permitted look-back 

monthly spot segment rate) for the plan's d
lookback month, applied under rules simi
section 430(h)(2)(C).   However, for plan 
2008, 2009, 2010 and 2011, section 4
provides a transition rule that ph

period the applicable interest ra

month of distribution:   
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options for other participants. 

5) 
Notice 2007-67 

any be
ued be

than ro
sent o
ing if c

 amoun
be awa
bject t

urvivor provisions. Worksheet No. 3, dealing
 joint and survivor and qualified preretirement su

ities, details the requirements under section 41
sal conse
h-outs afte

rm “norm
e a plan

participant attains normal retirement age under the plan
of the tim

 the plan.  A
umber o
ich a 

r normal retirem
efit receiv

finalized
ibutions 

der the 
e

f the typ
d 

 age of 62 
, the spons
 is reasona

 a plan w
ified public s

72(t)(10)(B)).  If the
plan’s normal retirement age is at or above age 55, the IRS 
will give deference to a good faith determination made by 
the employer (or, in the case of a multiemployer plan, made 
by the trustees) that the normal retirement age is 
reasonable under the industry standard described above 
assuming that the determination is reasonable under the 
facts and circumstances.  If the plan’s normal retirement 
age is below age 55, it is presumed to be earlier than the 
earliest age that is reasonable under the industry standard 
described above unless the Commissioner determines 
otherwise under the facts and circumstances.   

68, provided a transition rule 
ar beginning after June 30, 

rior to May 22 2007, had 
low age 62 (but would 

d at age 18 or older to attain 
be disqualified, provided the 

im amendment to 
asonably and in good faith 
ment is necessary, although 
cessary..  (This relief is not 

t required to be amended to 
raise the plan’s normal retirement age effective before the 

inning on or after July 1, 
ns and some collectively 

d that if a plan’s normal 
r the plan immediately prior 

ut would not permit 
r older to attain NRA before 

od faith determination of the 
ndustry will be given 
ervice rules on the plan’s 
etermination was reasonable 

tances and the sponsor 
 the plan’s NRA by June 

 process, it is determined that 
asonably represent the typical 

the plan’s NRA will be 
ly from the date of 

g.  If the plan sponsor 
e letter ruling, the plan will 

escribed in the preceding 
RA, as in effect under the 

 permit any participant 
 NRA before age 40. 

 
tion letter applications filed 

s not required to 
ess of the plan’s definition 

less the pension plan was 
Notice 2007-69 or the 

re December 31, 2008 
275, provides, however, that 

ount in the 
ed for determination letters 

rovided under Notice 2007-

e the plan’s 
nce with §1.401(a)-1(b)(2) 

above are interim amendments under Rev. Proc. 2007-44, 
2007-2 C.B. 54.  Accordingly, the remedial amendment 
period with respect to § 1.401(a)-1(b)(2) and (3) is extended 
to the end of a plan’s applicable 5-year or 6-year remedial 
amendment cycle (described in section 6.01 of Rev. Proc. 
2007-44) that includes the date on which the remedial 
amendment period would otherwise end, if, by that date, the 
plan sponsor either adopts a good faith interim amendment 
to comply with § 1.401(a)-1(b)(2) and (3) or reasonably and 
in good faith determines that no amendment is required.  
Such an amendment is excepted from the anti-cutback rules 

                                                                              

nefits 
nefit 
both 
llover 
f the 
ash-
t. In 

Notice 2007-69, 2007-2 C.B. 4
as follows: for the first plan ye
2008, plans that, immediately p
normal retirement ages that were be
not permit any participant hire
NRA before age 40) would not 
plan sponsor adopts a good faith inter
comply with the regulation or re
determines that no such amend
a demonstration may still be ne
applicable to plans that are no

1.417(e)-1(d)(

Line j. The plan cannot immediately distribute 
where the present value of the vested accr
(taking into consideration benefits derived from 
employer and employee contributions, other 
contributions) exceeds $5,000 without the con
participant. The test applies both for determin
outs require consent and for the distribution
checking cash-out provisions one must also 
the requirements of section 417(e) for plans su
joint and s

re of 
o the 
 with 

rvivor 
7(e). 
nt is 
r the 

al 
 
 or 

e a 

first day of the first plan year beg
2008 – that is, governmental pla
bargained plans).    

Notice 2007-69 also provide
retirement age, as in effect unde
to May 22, 2007, was below age 55 (b
any participant hired at age 18 o
age 40), the plan sponsor’s go
typical retirement age for the i
deference until the date the S
NRA, provided the sponsor’s d
under the facts and circums
requests a private letter ruling on
30, 2008.  If, during the ruling
the plan’s NRA does not re

qualified
annu
Among other things, please note that spou
required, and a special rule applies for cas
annuity starts. 
411(a)(11) 
417(e) 

Line k.   Section 411(a)(8) provides that the te
retirement age” means the earlier of (A) the tim

(B) the later of age 65 or the fifth anniversary 
plan participant commenced participation in
plan’s normal retirement age is relevant for a n
purposes, including determining the date at wh
participant is eligible to receive his or he
benefit and calculating the amount of the ben

Pursuant to ITR § 1.401(a)-1(b)(2), which was 
May 22, 2007, plans may permit in-service distr
upon attainment of normal retirement age.  Un
regulation, a plan cannot have a normal retirement ag
is less than an age reasonably representative o
retirement age for the industry in which the covere
workforce is employed.  A normal retirement
greater is deemed reasonable; below age 62
must demonstrate the normal retirement age
(substitute “age 50” for “age 62” in the case of
substantially all of the participants are qual
employees (within the meaning of § 

 
f 

ent 
ed.  

 on 

retirement age for the industry, 
required to be raised only prospective
issuance of the private letter rulin
chooses not to request a privat
still be eligible for the relief d
paragraph, assuming the plan’s N
plan on May 22, 2007, would not
hired at age 18 or older to attain

 that 
ical 

or 
or 
ble 

here 
afety 
 

Accordingly, for determina
in Cycle C,  a plan sponsor wa
demonstrate the reasonablen
of normal retirement age un
not eligible for the relief under 
relief for the plan ended befo
Notice 2008-108, 2008-2 C.B. 1
the final regulations will be taken into acc
Service’s review of plans submitt
filed in Cycle D since the relief p
69 was temporary. 
Plan amendments that are adopted to rais
normal retirement age in complia



                                                                            
of § 411(d)(6) to the extent that it eliminates a 
right to an in-service distribution at the earlier
to comply with § 411(a) and § 411(d)(6), however, a pla
subject to § 411 for which the normal retire
been raised to comply with the new regulations
that a participant who became or would ha
eligible for payment of benefits at the normal 
under the prior plan terms, and who has severe
employment with the employer or empl
the plan, continues to be eligible for paym
age and in at
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participa
 age.  In o

ment age ha
 must en

ve become 
retirement

d from 
oyers maintainin

ent at the sam
 least the same amount as under the prior

with respect to benefits accrued prior to the 
ble amendment date (within the meaning of § 

d)-3(g)(4)). 

007-69, 2007-2 C.B. 468. 

Line l.  A plan may permit “in-service” distributions to a 
as attained age 62 and has not separa

from employment at the time of the distribution, in 

401(a)(36) 

e intere

 two ve
). Sec

00% ve
o more

vest i
Sect ion 411 (a)(2)(A)(iii) is satisfied if an employee is 20% 
vested after 3 years of service and an additional 20% 
for each subsequent year of service with 100% vesting 
after 7 years of service (“3 to 7 year graded” vesting). 
(For years beginning before the applicable effective date in 
the Small Business Job Protection Act of 1996, a 
multiemployer plan could provide for 10-year cliff 
vesting for employees covered under a multiemployer 
collective bargaining agreement. A multiemployer plan 
may not retain 10-year cliff vesting with respect to 
participants who have more than one hour of service under 
the plan in a plan year beginning on or after the applicable 
effective date, but must satisfy one of the vesting schedules 

plicable effective date is 
or the later of January 1, 
he last of the collective 
t to which the plan is 
vesting schedule cannot 
ts of any one of the 

chedules in section 
 without satisfying the 
 vesting schedule for all 

 than a multiemployer plan 
first four years of service 
vesting after 5 years of 
rcent for each subsequent 

ting after 7 years of service 
t. This schedule would 

irements of either “5-year” 
s but would not meet the 

requirements of either one of these schedules for all years. 
 
A plan may not continue to use the “4-40” vesting schedule 
because it does not provide vesting at a rate at least equal 

les described in section 

 A new vesting schedule substituted by a plan 
amendment must satisfy one particular vesting schedule of 
the schedules listed in section 411(a)(2)(A) for each year of 
service, but this does not have to be the same schedule (of 

se listed in section 411(a)(2)(A)) as the plan satisfied 
before the amendment.  Therefore, a plan that provides for 

ce may be 
provided the requirements 

three alternative minimum 
efit must accrue under a 

fit formula must satisfy 
times. In a particular year 

ll future years in a 
issible for a plan to satisfy 

one test in a given year and fail that test in a second year, 
even though it might satisfy another of the three tests in the 
second year. For example, a plan that accrues a benefit at a 
rate of 1.5 percent for the first 6 years of participation, 2 
percent for the next 6 years, 14 percent in the 13th year and 
2.6 percent in later years would satisfy the 1331/3 percent test 
for the first 12 years only while satisfying the fractional test 
in the 13th and later years but not before. 

The plan’s vesting schedule is applied to the accrued 
benefit. A participant has a nonforfeitable right to a 
percentage (as determined by a plan’s vesting schedule) of 
the benefit that is accrued as of a given date and not, for 
example, a projected benefit such as that payable at normal 

                                                                                
nt’s 
rder 
n 
s 
sure 

 age 

g 
e 

 plan 

VI. Vesting Schedule 

The plan’s vesting schedule identifies the factor
when determining a participant’s nonforfeitabl
the accrued benefit derived from employer contr

Line a.  In general, a defined benefit plan m
vesting at a rate at least equal to one of the
schedules described in section 411(a)(2)(A
411(a)(2)(A)(ii) is satisfied if an employee is 1
in the employer-derived accrued benefit after n
5 years  o f  serv ice  ( “5 -year  c l i f f ”  

in section 411 (a)(2)(A) . The ap
the earlier of January 1, 1999, 
1997, or the date on which t
bargaining agreements pursuan
maintained terminates.) A plan’s 
merely satisfy the requiremen
applicable permissible vesting s
411(a)(2)(A) in a given year
requirements of that particular
years. For example, a plan other
that provides no vesting for the 
and then provides 60 percent 
service with an additional 20 pe
year to provide 100 percent ves

terms 
applica
1.411(

411(a)(8) 

411(d)(6) 

1.401(a)-1(b)(2) 

1.411(d)-4, Q&A-12 

Notice 2

participant who h ted 

to one of the vesting schedu
411(a)(2). 
411(a)(2) 
1.41 1(a)-3 
Rev. Proc. 89-29 

Line b. 

accordance with section 401(a)(36) 
 

 to be used 
st in 
. 

vide 
sting 

100 percent vesting only after 5 years of servi
amended to “3 to 7 year” vesting 
of section 411(a)(10) are met. 

1.411(a)-3(a)(3) 

VII. Accrued Benefits 

Code section 411(b)(1) sets out 
rates at which a participant’s ben

ibutions

ust pro

tion 
sted 

 than 
ng) .  

defined benefit plan. The plan’s bene
any one of these standards at all 
the plan must satisfy the test for a
prospective manner. It is not perm

would not satisfy the requiremen
satisfy a composite of the requ
or “3-7 year” vesting for all year

tho
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retirement date. 

n
pon completion of a s

number of years of service typically will not satisfy
les of section 411.   

e

e

ation. 
t be pa
nt age
t not be

ployee’s insu
 as of that date, assuming that sec

, (E) and (F) are satisfied. These sec
concern when premium payments must be made, an

n security interests and policy loans unde
 paragr
heet. 

ecrease
ts, or 
o ben

enefits 
f separ
ever c

sary that every plan specifically identi
a such 

rvice w
the ac
 plan 
ation p

tive-m
 actual

icipants (for 
example, a 12-month period measured from date of hire), 
except that the length of the periods designated must be the 
same for all participants. 

A plan may specify any number of hours of service in a 
given accrual computation period to accrue a full year’s 
benefit. A participant who has less than the specified number 
of hours, will receive a prorated accrual, but a participant 
who has less than 1000, 870, or 750 hours of service in the 
period (depending on the basis the plan chooses) need not 
accrue any benefit in the period. 

If the plan defines benefits in terms of hours or 
compensation and does not adjust the benefit for a less than 
full time employee to reflect the equivalent full time benefit, 

e accrual rate. A plan may 
ods which may result in a 

eriods. Credit for a partial 
en to a participant for the 

g t ime. See DOL Regulat ions sect ion 
or rules governing the 
. 

 accrual, only the following 

becomes a participant; 
ded because of breaks in 
l igibi l ity under section 

al computation periods, a 
hich an employee is not 

if the plan properly 

d under the vesting “rule 
(D). 

s 
annot disregard 

years before the effective 
date of ERISA, consider all service from an employee’s date 

rticipation in the plan to determine the employee’s 
ed benefit. When it is impossible to determine the date 

ation, the employee is 
tion on the date he or she 

This presumption 
nd circumstances of the 

crual computation period; 
mputation period and an 

ee can only begin participation on the first day of an 
 N/A for this question. If an 
n a different date, take into 
ired to be credited during 
riod to determine whether 

 750) in the period. If the 
ours, the employee must 

articipation which is at least a 
ratable part of a full year, but may be based only on the 
service credited after the date participation started or 
restarted. 
DOL Reg. 2530.204-2(c)(3) 

v. and vi. A plan may defer the accrual of benefits on 
behalf of a participant until the participant has completed 2 
continuous years of service not separated by a break. 
However, determine the rate of benefits that begin to accrue 
after the 2-year delay as if the delay had not occurred. For 
this purpose, credit an employee with a year of service for 
eligibility computation periods in which the employee 
completed 1000, 870, or 750 hours or more of service. 
411(b)(1)(E) 
1.41 1(b)-1(d)(1) 

                                                                                

t age 
tated 
 the 

signate any 12-consecu
period as the accrual computation period. The
periods need not be the same for all part

the plan may not then prorate th
change accrual computation peri
gap between the new and the old p
year of participation must be giv
intervenin

A plan under which a participant’s normal retireme
changes to an earlier date u

vesting or accrual ru

Line a. Insured Plans. 
i. The rules pertaining to accrual of b

considered satisfied by a plan funded exclus
purchase of insurance contracts if certain requ
met. The insurance contracts must satisfy the r
of Code sections 412(e)(B) and (C). The plan mu
entirely with individual insurance contracts tha
level annual premiums beginning with particip
premiums for benefits under the contracts mus
later than an individual’s normal retireme
employee’s accrued benefit as of any date mus
than the cash surrender value of the em

nefits are 
iii. In figuring service for benefit

may be disregarded: 
ively by the 
irements are 

quirements 
ed 

(1) service before an employee first 
(2) service that may be disregar

service for purposes of e
st be fund
t provide for 

41 0(a)(5); 
(3) for a plan that uses accru

Also, 
id no 
. An 

computation period during w
credited with 1000 (870 or 750 

 less 
rance 
tions 
tions 
d the 
r the 
aph, 

provides) hours of service; 
(4) service that may be disregarde

of parity” in section 411 (a)(6)
NOTE: A plan that does not use accrual computation period
(including a plan that uses elapsed time) c
the service in (3). 

To apply the accrual rates to 

contracts
412(e)(3)(D)

prohibition o
contracts. If the plan is one described in this
complete only questions b.(i) and f. of the works
411(b)(1)(F) 
1.41 1(b)-1(d)(2) 

Line b. General 
i. A plan may not qualify if it provides for a d

participant’s (or beneficiary’s) benefit paymen
separated participant’s nonforfeitable right t
because of an increase in social security b
September 2, 1974, or, if later, either the date o
or the date of the first receipt of benefits, which
first. 
401(a)(15) 

ii. It is not neces

 in a 
in a 
efits, 
after 
ation 
omes 

an employee began particip
presumed to have begun participa
began employment covered by the plan. 
may be rebutted by the facts a
particular case. 
DOL Regs. 2530.204-1(b) 
DOL Regs. 2530.204-2(b) 
DOL Regs. 2530.204-3(a) 

iv. If a plan does not use an ac
or if a plan uses an accrual co

fy an 
as 1 
ould 
crual 
using 
eriod. 

accrual computation period, check
employee can enter (or re-enter) o
account all hours of service requ
the entire accrual computation pe
the employee has 1000 (870 or
employee has at least 1,000 h
receive a partial year of p

accrual computation period. A benefit formul
percent of total compensation for a year of se
satisfy the accrual rules by incorporating 
computation period into the benefit formula. A
elapsed time need not use an accrual comput
However, a plan may de onth 

 time 

2530.204-2(c), (d), and (e) f
application of these requirements
DOL Regs. 2530.204-2(c), (d) 

of pa
accru

employ
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DOL Regs. 2530.204-4 

which 
termin

le at nor
ercent o
 highes
 of 2 perc
n, meets 
 a speci
100 a mo
 satisfy 
fying on

des a n
mpens
te a ra

, a b
a “participant’s share of the auxiliary fund” w

fficient unless the plan contained specific assump
mine 
y parti

ne o

s of acc
ly retirement b

al retire

s determ
ot more
, a qua

 he or
  

it” does
nuity t
e partici
annuity
rovide e
the join
er to fin
 exten

r annu
value o
t benefi

Determine the early retirement benefit under a plan 
without regard to any qualified plan benefit provided for a 
participant which begins before benefits become payable to 
a participant under Title II of the Social Security Act. 
Qualified plan benefits are not more than social security 
benefits and terminate when the participant is eligible for 
social security benefits. They are designed to provide social 
security supplements for an eligible participant who retires 
before social security benefits begin. The supplements 
approximate all or a part of the retirement benefits that will 
be provided by social security. Social security supplemental 
payments cannot be more than the applicable social security 
benefit and must terminate when the social security benefits 

 is identified as a social 
ore than the social security 

int when social security 
fit that must be considered 
crual rules are met. 

en determining whether the 
fit is greater. The following is 
idy: 

fit equal to 1 percent of high 5-
year of service and a 
he plan also provides for a 

uarial reduction for any 
. Although 

y retirement benefit could be 
he benefit of the 

ormal retirement benefit 
actuarial value of the early 

dies are ignored here.  

he social security benefits,  
justed for decreases 

y increases in social 
r early retirement age. 

In the case of a top-heavy plan the normal retirement 
benefit must reflect the minimum top-heavy benefit. Thus, 
the accrued benefit of a nonkey employee must be the 
greater of 1) the accrued benefit under the plan’s accrual 

tion 411(b) accrual rates 
nimums) and 2) the top-
 

re required to satisfy one of three 
e designed to limit the 

e plan. Before ERISA, 
ate of benefit accrual in the 
yee might accrue a benefit 
on for each year of service 
 year after age 55. This 
ding.” Limits were put on 
could provide the minimal 
 years of employment, at 
uld be provided. 
 accrual rules are divided 
arallel the language of the 

statute and plans that otherwise satisfy the requirements 
though they do not contain specific statutory language. 

The plan may state the method by which it is accruing 
benefits either by restating the language of the statue or by 
setting up its own method. In the first category. all that needs 
to be ascertained is whether the statutory concepts are 
faithfully reproduced and properly applied. In the second 
category, the plan’s accrual formula does not use statutory 
language and the plan’s method of accrual must be 
evaluated to determine if it comes within the parameters of 
the statute. 

If a plan was in existence before ERISA, or gives past 
service credit for years before ERISA, special rules apply. 

                                                                                

ef
include the value of any joint and survivor an
extent that it is more than the value of what th
would be entitled to receive under a single life 
joint and survivor and a life annuity were to p
payments to identical participants, the cost of 
survivor to the employer would have to be great
the additional cost of the survivor annuity. To the
the employer pays the extra cost, the survivo
said to be “subsidized” by the employer. The 
subsidy is not included in the “normal retiremen

begin. A benefit, however, that
security supplement but that is m
benefit or continues beyond the po

Line c. Normal Retirement Benefit 
i. The plan must provide a formula under 

participants actual accrued benefit can be de
each plan year. For example, a benefit payab
retirement age, which is defined as 30 p
participant’s average compensation for the
consecutive years and which accrues at the rate
for each year of the first 15 years of participatio
requirement. In addition, a plan that provides
benefit not related to years of service, such as $
payable for life regardless of service, would also
requirement if the benefit accrues at a rate satis
the formulas. A benefit formula that simply provi
retirement benefit of 30 percent of average co
would not be sufficient because it does not sta
accrual before normal retirement. Similarly

each 
ed in 

begins could be a retirement bene
when determining whether the ac

Ignore actu 
mal 
f a 
t 3 
ent 
this 
fied 
nth 
his 

arial subsidies wh
normal or early retirement bene
an example of an actuarial subs

Plan A provides for a bene
year compensation for each 
normal retirement age of 65. T
full benefit without any act
employee at age 55 with 30 years of service
the actuarial value of the earlt

e of more than the actuarial value of t
ormal 
ation 
te

normal retirement age, the n
would not include the greater 
retirement benefit. Actuarial subsi of 

enefit 
ould 
tions 

each 
cular 

 
When a plan is integrated with t

the early retirement benefit may be ad
under the plan formula caused b
security benefits that occur on or afte

formula of 
be insu
elsewhere that would be used to deter
participant’s “share of the auxiliary fund” for an
year. Normally, the accrued benefit would fail o f the 
accrued benefit rules. 
411(a)(7)(A)(i) 
411(b)(1) 

Ii  The normal retirement benefit for purpose
rules means the greater of the ear

rual 
enefit 
ment 

ined 
 than 
lified 

enefit 
 she 

formula (determined under sec
adjusted to reflect top-heavy mi
heavy minimum accrued benefits.
411(a)(9) 
1.411(a)-7(c) 

Line d. Methods 
Defined benefit plans a

under the plan, or the benefit beginning at norm
age.  

The normal retirement benefit under a plan i
without regard to medical or disability benefits n
the qualified disability benefit. For this purpose
disability benefit is not more than the amount o
that would be payable to the participant if
separated from service at normal retirement age

In addition, the “normal retirement ben

f the b

 not 
o the 
p

accrued benefit rates that ar
“back-loading” permitted under th
many plans provided for a faster r

ant 
. If a 
qual 

t and 
ance 
t that 
ity is 
f 

employee’s later years. An emplo
equal to 1 percent of compensati
until age 55, and 2 percent a
technique is known as “backloa
back-loading; otherwise, a plan 
accruals until an employee’s last
which point very large accruals co

this 
t.” 

In general, plans that meet the
into two categories—plans that p



                                                                            
Evaluate the plan’s method of accrual again
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st the stand
ls set forth in section 411(b)(1)(D)

ent that
e other
 in effec

is exception, the ac
ed to b
dment. 

ly draft
ate tha
he plan
ased ac
r could 
ts unde

 a  the 

gains

nstant.

                                                                                
ards 

. 

ercent for the rema
years, would satisfy the 1331/3 percent test. It wou

Accordingly, if a plan’s definition o
based on years of service (e.g.,
earlier of age 60 and 30 years of 

for pre-ERlSA accrua
 

i. 1331/3 Percent Test: 
Under the 1331/3 percent rule, a plan amendm

increases the rate of accrual more than th
permissible limits will be treated as having been
all plan years. For purposes of th

 
wise year
t for 

crual 
e the 
(See 

ed to 
t are 
 will 
crual 
be a 
r the 

 
1.411(b)-1(b)(2) 

ii. Three Percent Test: 
In most cases a unit benefit plan 

alternative. For example, a plan w
normal retirement age of 65 th
1percent of compensation a ye
percent test. Under this plan a p
benefit of 1 percent times 44 yea
total compensation by age 65. 
percent test, this 44 p

rate for years before the amendment is consider
same rate as that made effective by the amen
item B of this section for an example of this.) 

The same rule applies when a plan is initial
provide for periodic increases in the accrual r
more than the otherwise acceptable limit. T

1satisfy the 133 /3 percent alternative if the incre
rate applies equally to any individual who is o
plan participant, for example, when all participan
plan at any given time will be accruing benefits t msa  e

nt age must 
mple, a plan 
t 50 percent 
quirement. 
 accrual rate 
rcent of the 

n-cumulative 

a minimum rate of 3 percent of benefit a y
compensation (3% x 44% comp
requirement of the 3 percent test that the ben
within 331/3 years cannot be sat
terms, contemplates a longer acc
1. 411(b)-1(b)(1) 

A. The 3-percent rule cann
integrated plans. Under this rule,
full benefit after 331/3 years. Si

rate. (See example in Item B of this section.) 
A. The benefit payable at normal retireme

equal the accrued benefit at that time. For exa
with a benefit of 1 percent a year for service bu
of compensation at age 65 would not meet this re

B. If a plan is to satisfy this alternative, the
for any plan year cannot be more than 1331/3 pe
accrual rate for any prior plan year (on a no
basis); that is, each plan year can be tested a
single prior plan year whether or not consecut
accrual rate for the year tested cannot be more
percent of the accrual rate for the prior plan yea
applying this test, the “normal retirement bene
adjusted for ancillary benefits; and other facto
compensation, are considered to remain co
VII.c.ii. of these explanations. 

The following example demonstrates this rule
provides an accrual rate of 1 percent of a 
benefit for each of the first 5 years of partic
percent for each of the next 5 years, and 17/9 pe
remaining years, does not satisfy the 1331/3 p
Even though no single consecutive increase is m
factor of 11/3 of the preceding accrual rate, the ra
after each participant’s 10th year of participa
more than the rate for the first 5 years (1 perce
than the factor of 1 1/3. How

t any could enter a
1

ive, and the 
 than 1331/3 

r selected. In 
fit” must be 
rs, such as 

age 54 /3. Under Rev. Rul. 71-446
benefit integration limit and the o
be reduced if an employee may 
receive a benefit before age 6
integrated, the

 See em

: A plan that 
participant’s 
ipation, 1 /3 
rcent for the 

integrate properly. 
Rev. Rul. 75-480, 1975-2 C.B. 13

B. To apply the 3 percent te
retirement benefit on compens
d

1

e c n

ever, a plan whic

r e t est.
ore than a 

te for years 
tion (17/9) is 
n ) y  

compensation earned during con
as specified in the plan, but not 
which compensation was the highest. 
1.41 1(b)-1(b)(1)(ii)(A) 

t  

t b  more
h provides that 

would accrue 
ring the next 

ining 
ld also be 

C. To determine the plan’s nor
purposes of applying the 3 perc
based on the earliest possible e
who is or could be a participant 
does not state a minimum entry age, assume an entr
of 0 for this purpose. 

for the first 5 years of its existence all participants 
benefits at the rate of 1 percent a year, and du
5 years at 11

satisfied if the increased rates of accrual were caused by 
plan amendments that would apply equally to all 
participants at the same time regardless of years of 
participation. Under the last two examples, all participants 
under the plan at any given time accrue benefits at the same 
rate. In the first example, the plan fails to satisfy the test 
because the rate of accrual varied between participants 
depending on years of participation. 

The plan is “back-loaded” because the more the years of 
participation, the higher the accrual rate, when compared to 
a participant with fewer years of participation. 

C.  The 133-1/3 percent test measures annual accruals 
with reference to a plan’s normal retirement age.   

f normal retirement age is 
 5 years of service; or the 
service) the annual accrual 

in the year in which normal retirement age is attained may 
exceed 133-1/3 percent of the accrual earned in the prior 

  

would not meet this 
ith an entry age of 21 and 
at pays a unit benefit of 
ar would not satisfy the 3 
articipant could achieve a 
rs of service or 44 percent 
However, to satisfy the 3 

ercent benefit would have to accrue at 
ear or 1.32 percent 

.) a year Therefore, the 
efit accrues 

isfied in a plan that, by its 
rual period. 

ot be applied to certain 
 an employee must accrue 
nce participants generally 

 plan at age 21, they must accrue full benefit by 
, 1971-2 C.B. 187, the flat 
ffset integration limit must 
separate from service and 
5. If the plan were fully 

 requirement of full accrual at 541/3 for an 
ployee entering at 25 could cause the plan to fail to 

1 
st to any plan that bases 
ation during any period, 

etermine the normal retirement benefit on the basis of 
secutive years of service, 

more than 10 years, during 

mal retirement benefit for 
ent test, figure the benefit 
ntry age for any individual 
under the plan. If the plan 

y age 

1.41 1(b)-1(b)(1)(i) 
D. If the 3 percent test is being applied for a participant 

who will not accrue a normal retirement benefit by the plan’s 
normal retirement age (due to insufficient years of service), 
consider years of participation after normal retirement age. 
1.41 1(b)-1(b)(1)(i) 

E. If the answers to B., C., and D. are “Yes,” the plan may 
satisfy this alternative if, for each year of participation each 
participant accrues not less than 3 percent of benefit to 
which he or she would be entitled if he or she participated in 
the plan for 331/3 years and until age 65 (or any earlier 
retirement age under the plan). To apply the test, adjust the 
normal retirement benefit for ancillary benefits. Treat social 

/3 percent, and 17/9 p



                                                                               
security and other factors, such as compe
remaining
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nsation
. of 

t’s acc
rce

e years of
ously n

of participation include years after the no
 accrue 

participant’s benefit. This can be expre

enefit x Y

use of t

efit, assu
ied b

le early retirem

 if necessa
i. of instructions.) 

y 3 per
gate, eq
on. 
er than 

s this tes

to a be
the rat
n but 

st to a benefit based on compensatio
vice immediately bef

eterm
o pre

back-loading and ensures  rate of be
accrual. It compares the part fit payable
participant at any time (for e ued benefit) t

y a ra
ry to no

 
ears 

                                                                                
, as 
these 

rued 
nt of 

lationship may be expressed as follows:
Accrued Normal Actual Y
Benefit Retirement x 

 constant for all future years. See VII.c.ii
explanations. 

F. Under the 3 percent test, a participan
benefit at any time must equal or be more than 3 pe
the normal retirement benefit multiplied by th
participation (not more than 331/3). As previ
years 

 
oted, 
rmal 

retirement age if the years are needed to
percent of the 

100 
ssed 

as follows: 
Accrued benefit = 3% x Normal Retirement B ears 
of Participation 

The following is a step by step approach to the 
test: 

his 

(1) Figure the plan’s normal retirement ben
the earliest possible

ming 
 entry age (if not specif

plan, use 0). 
y the 

ent (2) Figure the plan’s greatest possib
benefit in the same manner. 

(3) Adjust (1) and (2) for ancillary benefits, ry. 
(See VII.c.i

(4) Multiply the larger of (1) or (2), as adjusted b
(5) The plan’s accrued benefit must, in the aggre

or be more than (4) times years of participati
If the plan’s accrued benefit is equal to or larg

above, all other requirements are met, it passe

cent. 
ual 

(5) 
t. 

nefit 
e of 
in no 

1.41 1(b)-1(b) 
iii. Fractional Rule: 
A. If the fractional rule is being applied 

based on average compensation, figure 
compensation on the basis set forth in the pla
case apply the te n for 

ore a period of more than 10 years of ser
the date the benefit is d ined. 

B. d C. The fractional rule operates tan vent 
nefit 
 to a 
o the 
tio of 
rmal 

a proportional
of the final bene
xample, accr

normal retirement benefit. This is multiplied b
years of actual participation to years from ent
retirement age (NRA). 

This re

of Participation  
= 

Total Ye

11/2 percent for the remaining y
tested for compliance with the fra
when the accrual rate is lowest (y
year.” In applying the test adjust the no
benefit for ancillary be

ars of 
Participation from 
Entry to NRA 

If the plan accrues benefits at the same rate for all years, 
this part of the test is satisfied. If the left side of the formula 
is more, the plan is “front-loaded” with benefits accruing 
more rapidly in early years. This is acceptable and the test is 
satisfied. 

When accrual rates vary between years, test the plan to 
be sure it meets this standard in “critical years,” that is, the 
last year before an increase in the accrual rate. For example, 

the first 5 years of participation. 1 percent for the next 5, and 

ears. The plan should be 
ctional rule in the last year 
ear 10). This is the “critical 

rmal retirement 
nefits. Treat social security and other 

s remaining constant for all 
 explanations. 

The following is an ample of the mathematical application 
ple in the paragraph 

 of 
ation Compensation 

2 
1 

10-NRA 11/2 

e last 10 years before the 

The “critical year” is 10. The benefit in year 10 for a 
e 25 is 15 percent of 
sible benefit is 60 percent 
ant has 10 years of 

The formula is as follows: 

a benefit in an accrual 
 that begins after an accrual computation 

hich the participant was not credited with a full 
year of participation, the participant must accrue the 
fractional rule benefit which is attributable to the new 

 at least ratably over the 
ing this is to change the 
the accrual computation 
tation period in which less 

ual the numerator plus the 
ent age. 
 

Line e. avy at the accrued 
benefits f a top-h y pla may not be less at any point in 
time tha the mi um to heavy benefit. Nothing in the 
top-heavy rules permits a plan to fail to satisfy the 
accrued benefit rules. Consider for example a plan that 
provides 1/2 of 1% per year of service that becomes top-
heavy in year X after participant A has 6 years of service at 
age 55. The plan provides that the accrued benefit shall not 
be less than the top-heavy minimum. The accrual under the 
plan would be as follows: 

(1) (2) (3) (4) 
Accrued Benefit Min Top Greater of Increases 

Formula Under Formula Heavy Acrual (1) & (2) in Accrual 
Year  

X 3% 0 3 – 
X+1 31/2 2 31/2 1/2 

factors, such as compensation, a
future years. See VII.c.ii. of these

 ex
of this test using the facts in the exam
above: 

Year of Percent
Particip
1-5 
5-10 

Normal retirement age is 65. 
Compensation is average over th
date that a benefit is determined. 
Entry age is 25. 

participant who entered at ag
compensation. The maximum pos
of compensation. The particip
participation out of a possible 40. 

15% = 60% x 10÷40 
15% = 15% 
The fractional test is satisfied. 

When an individual accrues 
computation period
period in w

continuous period of participation
new period. One method of do
denominator of the fraction in 
period following the accrual compu
than a full year is credited, to eq
years remaining to normal retirem
Rev. Rul. 81-10, 1981-1 C.B. 172
1.41 1(b)-1(c) 

The top-he  rules require th
 o eav n 
n nim p-

a plan may provide a benefit of 2 percent compensation for 
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+2 4 4 4 1/2 
2

ule. It 
fit r

m cou
ed to) c

nt
oth the
by prov
rovide a

st altern
um an
chieved
ter of 1) the 

y minimum or 2) a ratable accrual from
current accrued benefit to the projected benefit at no

includes the 
y also

mploye

particip
benefit 
determin
m emp
mount 
ontribu

ns pres

 contribution. When a plan allows volu
unts fo

r volu
 contributions. The employee’s accrued be

 simply the 
perience
eck N/A

sulted 
ount th
yee, les

mand

buted t
conditio

benefits (or additional benefits) under the plan resulting from 
employer contributions. This includes amounts used to 
provide ancillary benefits (such as death benefits) and that 
otherwise satisfy the above definition of mandatory. 

The accrued benefit resulting from mandatory employee 
contributions as of any date is the amount equal to the 
employee’s accumulated contributions expressed as an 
annual benefit commencing at normal retirement age, using 
an interest rate that would be used under the plan under 
section 417(e)(3) (as of that determination date). The 
employee’s accumulated contributions is the total of the 
mandatory contributions made by the employee plus interest 

n year that section 411 
A), add interest, if any, at 
For plan years to which 
e the 1988 plan year, 
f 5% annually. From the 

r up to the determination 
lly using the rate that is 
rate as in effect under 

of the plan year. For the 
on date and ending on 

the date the employee attains normal retirement age, 
compound interest annually using the interest rate that 
would be used under the plan under section 417(e)(3) (as 
of the determination date). 

1.411(c)-1 

crued Benefits and 

This section applies to plan amendments that affect, either 
ed benefit or the vesting 

411(a)(10) and 
an amendment that would 

of any participant or the 
ble to any participant. 

ule is not being changed, 

eing amended, for every 
 the amendment adoption 

e, whichever is later, the 
nonforfeitable percentage (determined as of that date) of the 
participant’s right to the employer derived accrued benefit 

ipant’s percentage figured 
 to the amendment. For 
ed to replace a 3 to 7 year 
 vesting, a participant who 
time of the amendment and 

e must be 20% vested in 
year (as well as in amounts 

Line b. If the plan’s vesting schedule is not being changed, 
or if the schedule is being changed but the nonforfeitable 
percentage under the amended schedule cannot, at any 
time, be less than the percentage determined under the old 
schedule, check N/A. 

Although each participant’s nonforfeitable percentage, as 
of the amendment’s adoption or effective date, may not be 
less under the new schedule than it would have been under 
the old schedule (see a., above), the new schedule may 
provide for lower nonforfeitable percentage in future years. 
For example, if a plan replaced a 5 year vesting schedule 
with a 3 to 7 year vesting schedule, a participant with four 
years of service on the date of the change could have 40 

                                                        

ii., iii. and iv. The accrued benefit that re
employer contributions on any date is the am
more than the total accrued benefit of the emplo
accrued benefit from the employee’s 
contributions. 

A mandatory contribution is an amount contri
plan by an employee, and is required as a 

X
X+3 41/2 6 6  

1

 

could 
ules. 
ld be 
redit 
il the 
 top-
iding 
n 
ative 

thereon computed as follows. 
For years prior to the first pla

applied to the plan (i.e., pre-ERlS
the rate provided by the plan. 
section 411 applies but befor
compound interest at the rate o
beginning of the 1988 plan yea
date, compound interest annua
120% of the Federal mid-term 
section 1274 for the first month 
period beginning with the determinati

This plan would fail to satisfy the 133 /3% r
also be shown to fail to satisfy the other accrued bene

There are many ways in which this proble
resolved. First the plan could (but is not requir
2% for each top-heavy year as additional accruals u
20% maximum is reached. This would satisfy b
heavy minimum and the accrued benefit rules 
more generous benefits. Second, the plan could p
accelerated accrual less generous than the fir
which would satisfy both the top-heavy minim
accrued benefit rules. This result may be a
providing future accruals not less than the grea
required top- heav

d the 
 by 

 the 
rmal 411(c)(2) 

retirement age where such projected benefit 
top-heavy minimums. Other methods ma
acceptable. 

Line f. Allocation of Accrued Benefit Between E
Employee Contributions. 

A plan’s vesting schedule determines a 
nonforfeitable interest in his or her accrued 
employer contributions at a given time. To 

 be 

r and 

VIII. Amendments Affecting Ac
Vesting 

ant’s 
from 

directly or indirectly, the accru

e a 
loyer 
from 
tions 
cribe 
 the 

ntary 
r the 

ntary 

schedule under the plan. Code sections 
411 (d)(6) generally prohibit any pl
decrease the accrued benefit 
nonforfeitable percentage applica

Line a. If the plan’s vesting sched
check N/A. 

If the vesting schedule is b
employee who is a participant on
date or the amendment effective dat

participant’s accrued benefit that resulted fro
contributions, it is necessary to distinguish that a
any benefit that accrues from the employee’s c
(which are always fully vested). The regulatio

se to determine the bthe methods to u enefit from
employee
employee contributions, keep separate acco
funds. 

i. The plan must keep separate accounts fo
employee nefit 
from his or her voluntary contributions is
employee’s account balance, adjusted for ex
there are no voluntary employee contributions, ch
411(b)(2), (c)(2) & (d)(5) 
1.41 1(c)-1(a) 

. If 
. 

from 

may not be less than the partic
under the plan without regard
example, if a plan is being amend
vesting schedule with 5 year cliff

at is 
s the 
atory 

o the 
n of 

has three years of service at the 
elects to go under the new schedul
the amount accrued in the fourth 
accrued in the first three years). 
1.41 1(a)-8(a) 

employment, participation under the plan, or to obtain 



                                                                            
percent vesting after the change which was m
percent vesting before the change. Howeve
participant earned a fifth year of service, the 
vesting
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ore th
r, when
particip
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te that i
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ge pro
tarting 
the time the 

amendment is adopted must use the interest rate as 
provided under the terms of the plan after the effective date 
of the amendment, determined at either the date for 
determining the interest rate before the amendment or the 
date for determining the interest rate after the amendment, 
whichever is the larger distribution. If the amendment is 
retroactively effective, the period in the preceding sentence 
begins with the effective date and ends one year after the 
adoption date. 

Pursuant to section 1107 of PPA “06, an amendment to 
incorporate by reference the applicable mortality table under 
section 417(e)(3) prescribed by guidance issued by the 
Commissioner will not violate the anti-cutback rules solely 

d benefits or a reduction in 
e cause of such reduction 
ble mortality table for the 

e.  See V.g. of these 
e method of determining 
ent benefits are subject to 
provisions. Such changes 
actuarial reduction where 

ither previously not 
by nonactuarial reduction 
 of determining actuarial 

e which may reduce such 
t precluded. The plan must 

able at any future date 
 an individual who either 
ent satisfies the pre-
h benefit) than the benefit 

ndment. 
d benefits” are benefits 
), early retirement benefits 
d optional forms of benefit. 
e effect of eliminating or 

han to the extent provided in 
regulations), with respect to benefits accrued prior to the 

impermissible cutback of 
nefits. The protection of 
the case of plan mergers, 
ing or having the effect of 
enefits. 

s a distribution form with 
that is available under the 

tures relating to the 
ayment schedule, timing, 

ribution, the portion of the 
n features apply and the 
h optional forms. Thus, to 
ces in such features, the 

al forms of benefit. For 
urvivor annuity and a joint 
re separate optional forms, 
e actuarially equivalent. 
available in cash or in 
o separate optional forms 

fferent times (such as early 
urrence of different events 
conditions, consists of 

separate optional forms of benefit. A pattern of repeated plan 
amendments providing for substantially similar benefits in 
similar situations for substantially consecutive, limited 
periods of time will be treated as creating a protected 
optional form to the extent necessary to carry out the 
purposes of section 41 1(d)(6). For example, a pattern of 
repeated plan amendments providing that a particular 
optional form of benefit is available to certain named 
employees for a limited period of time may result in that 
optional form being treated as provided under the terms of 
the plan to all covered employees without regard to the 
limited period of time and the limited group of named 
employees. However, patterns of repeated plan 
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ed 

he 

ot be treated as reducing accrued ben
violation of section 411 (d)(6) if the plan langua
that any distribution for which the annuity s
occurs in the one year period commencing at 

because of a reduction in accrue
the amount of any distribution if th
is the substitution of the applica
prior applicable mortality tabl
explanations.  Any changes in th
early retirement or optional retirem
the protection of the anti-cutback 
may take the form of providing 
early retirement benefits were e
actuarially reduced or reduced 
factors, by changing the method
equivalence, or any other chang
benefits. Benefit changes are no
provide, however, 

whereas it would have been 100 percent un
schedule. 

If this reduction in future vesting can occur, th
provide that each participant who has comple
service with the emp
percentage is determined under the new vestin

 have the nmay elect to

election may be irrevocable. 
1.41 1(a)-8T(b) 

Lines c., d., e., f. and g. If the IRS has a
amendment as being retroactive, and it ma
accrued benefits under Code section 412(d)(2)
section 302(d)(2), check N/A. 

No other pla

 the 
ease 
RISA 

tly or 

that the benefit avail
will not be less (with respect to
before or after the amendm
amendment requirements for suc
accrued as of the date of the ame

“Section 411 (d)(6) protecte
described in section 411 (d)(6)(a
and retirement-type subsidies, an
A plan amendment that has thn amendment may decrease, either di

indirectly, the accrued benefit of any plan part
provisions that may indirectly decrease a 
accrued benefit include, but are not limited to, th
to years of service and breaks in service for ben
and to actuarial factors for determining option
retirement benefits. 

An amendment to determine the applicable 
under the section 417(e)(3) rules in effect beg
after January 1, 2008, will not violate the anti-c
solely because of a reduction in accrued b
deduction in the amount of a

Plan reducing such benefits (other t
ant

ting 
uals, 
early 

 rate 
on or 
rules 
or a 
se of 
ment 
riod.  
 for 
ction 
.  In 
nt to 
s not 
y the 

 that 
in a 
erest 
ts in 
vides 
date 

amendment, is treated as an 
section 411(d)(6) protected be
section 411 (d)(6) also applies in 
transfers, and transactions amend
amending a plan to transfer plan b
1.41 1(d)-4 Q&As 1(a) & 2(a)(3) 
  l 

An optional form of benefit i
respect to an employee’s benefit 
plan and is identical with respect to all fea
distribution form, including the p
commencement, medium of dist
benefit to which such distributio
election rights with respect to suc
the extent there are any differen
plan provides separate option
example, a joint and 50 percent s
and 75 percent survivor annuity a
regardless of whether they ar
Likewise, a distribution that is 
employer securities consists of tw
of benefit. A benefit payable at di
or late retirement), or upon the occ
or the satisfaction of different 

such reduction is the substitution of the  modif
rates for the 30-year Treasury rates for the sa
However, if the amendment changes the
determining the interest rate, the requiremen
1.417(e)-1(d)(1)(ii) of the regulations must be 
addition, if the cause of the reduction is an am
substitute the modified segment rates for a ra
the 30-year Treasury rate, the amendment mus
anti-cutback rules of section 411(d)(6). 

Section 1.417(e)-1(d)(1)(ii) of the regulations p
plan amendments that directly or indirectly r
change in the time for determining the applic
rate will n
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are to be disregarded in determining wh
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7. The participant whose benefit
eligible to receive an immediate 
transferor plan under terms 
section 401(a). This would ge
of a participant’s benefit fro
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benefit
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 value 
unt whi

e rest of the trust and cre
with its own income (or loss), the “transfer” of

nt will vi
ribed b

transfer

 
 

d

n is terminating, it must satisfy
arding
tisfactio

) and section 411 (d)(6). 
4. If the transferor plan is not terminating, the participant 

must be given the option of leaving his or her benefit in 
the transferor plan to the extent the transferor plan 
would otherwise be prohibited from immediately 
distributing the benefit without the required consent(s)). 

5. If the transferor plan is subject to sections 401 (a)(1 1) 
and 417 (relating to survivor benefit requirements), the 
applicable spousal consent requirements must be met 
with respect to the transfer. 

6. The section 417 notice requirements that pertain to a 
waiver of the qualified joint and survivor annuity form 
must be met with respect to the participant and spousal 
transfer election. 

s are transferred must be 
distribution from the 

of the plan which satisfy 
nerally prohibit the transfer 
m an employer’s ongoing 
ring plan prior to normal 

icipant is still employed by 

ransferred must equal the 
 benefit under the plan of 
is being transferred. This 
the greater of any single 

e transferor plan for 
le or the present value of 

benefit payable at normal 
nt age. This amount must be calculated by 

the restrictions of 
ed the limitations of 

ested in the transferred 
. 
ned contribution plan to a 
efined benefit plan must 

whose benefits have been 
efit equal to the benefit 
f the amount transferred, 
able at normal retirement 

de pursuant to these elective transfer 
 for purposes of section 

stribution requirements of 
fer option is a protected 
is also subject to the 

f section 401(a)(4). (See 
 Discrimination.) Also, the 
-out rules and the early 

on requirements of section 411 (d)(2). 
sfer rules are effective 

to this date, a transfer of 
 defined contribution plan 

isfy the foregoing elective 
ion 411 (d)(6) because of 

benefits if the following 

1. The transferred benefits must have been distributable 
 been distributable under 

is amended to provide, 
all section 411 (d)(6) protected benefits provided under 
the transferor plan with respect to the benefit 
transferred. 

3. The transferred benefits are treated as held under a 
transferee plan for purposes of the requirements of 
section 401(a)(1 1) and 417. (See Worksheet No.3, Joint 
and Survivor Requirements.) 

4. The transferred amounts meet the requirements of 
section 414(l). 

5. The transferred benefits do not exceed the limitations of 
section 415. 

The regulations provide that under certain circumstances 
protected benefits may be eliminated or reduced. These 

amendments h
benefit under th
1.411(d)-4 Q&A 1(b) 
1.411(d)-4 Q&A 1(c) 

The following benefits are among those not s
protection of section 411 (d)(6): ancillary lif
protection, social security supplements describe
411 (a)(9), the availability of loans (

ubject to the 
e insurance 
d in section 

e distribution 
nder a loan), 

ective 

pension plan to its profit-sha
retirement age while the part
the employer. 

8. The amount of the benefit t
entire nonforfeitable accrued
the participant whose benefit 
amount must at least equal 
sum distribution provided under th
which the participant is eligib

of an employee’s accrued benefit upon default u
the right to make employee contributions or el
deferrals, and the right to direct investments. 
1.411(d)-4 Q&A 1(d) 

The defined benefit feature of an employee’s b
a defined benefit plan and the separate account
defined contribution plan are section 4

enefit under 
feature of a 

the participant’s accrued 
retireme

d)(6) protected 
ture or the 
’s benefit by 
and defined 
 unless the 

using an interest rate that is subject to 
section 417(e) and may not exce
section 415. 

9. The participant must be fully v
benefit in the transferee plan

benefits. Eliminating the defined benefit fea
separate account feature benefit of an employee
the transfer of benefits between defined benefit 
contribution plans violates section 41 1(d)(6
transfer satisfies the requirements described bel

For this purpose, a transfer includes any trans
amending or having the effect of amending a p
to transfer benefits. For example, if a defined 
provid

ction 
lans 

10. If the transfer is from a defi
defined benefit plan, the d
provide each participant 

 plan 
rmal 

of his 
ch is 
dited 

transferred a minimum ben
derived solely on the basis o
expressed as an annuity pay
age. 

A transfer that is ma

es that a participant who has atta
retirement age may elect to have the single sum
or her benefit maintained in a segregated acco
invested separately from th

 the 
olate 
elow 

 of a 

rules is treated as a distribution
401(a) (other than the minimum di
section 401(a)(9). Thus, a trans
optional form of benefit and 
nondiscrimination requirements o

participant’s benefit to the segregated accou
section 411 (d)(6) unless the requirements desc
are met. 

If the following requirements are satisfied, a 
participant’s benefit between qualified plans tha
or reduces section 411 (d)(6) protected bene
violate section 411 (d)(6): 

t eliminates 
fits will not 

Worksheet No. 5, Coverage and
transfer is subject to the cash
terminati

1. The transfer must meet the requirements
414(l), relating to the transfer of assets and

2. The transferor plan must provide that the
conditioned upon a voluntary, fully inform

of section 
liabilities. 

The foregoing elective tran
beginning August 10, 1988. Prior 
benefits from a defined benefit to a

 transfer is 
 election by 
t to another 

(or vice versa) that does not sat
transfer rules will not violate sect
the elimination of protected 

e
the participant to transfer his or her benefi
plan maintained by the employer. 

3. If the transferor pla  the 
requirements are met: 

requirements of section 401(a)(2) (reg
prohibition against reversion prior to the sa
all liabilities

 the under the plan or could have
n of section 401(a). 

2. The transferee plan provides, or 



                                                                               
circumstances include the situation where suc
elimination or reduction is necessary to ret
status because of a change in law, provided
timely amended to comply with the change
section 7805(b) relief is granted. Also, pursuant to 
rules in regulations sections 1.401(a)-4 and
certain protected benefits may be eliminated u
circumstances in order to comply with those reg
plan has more than two joint and survivor ann
which are actuarially equivalent and otherw
(e.g., joint and 50 percent, 75 percent, and 100
may generally eliminate the options that fall 
lowest and highest survivor benefit percentages
case, the joint and 75 percent survivor annuity).
also eliminate the right to a future distribution in
property (other than cash) if on plan termination 
may elect to receive the optional form of be
specified property. A plan may be amended
involuntary cash-out provision or to change 
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n involuntary cash-out. A plan may als

te or change a provision for loan
of be
 certai

ere are

a plan may not be amended to add or m
)(6) prote

if the amendment would result in any fu
However, objective conditions may be add

 not yet accrued and may also be add
rotected benefits if permitted under the tran

benefit cutback provisions o

 for pla

A 10 o
nate an

701/2 distribution option may apply only to benefits 
respect to employees who attain age 701/2 in or after a 
calendar year, specified in the amendment, that begins after 
the later of December 31, 1998, or the adoption date of the 
amendment. An age 701/2 distribution option is an optional 
form of benefit under which benefits payable in a particular 
distribution form commence at a time during the period that 
begins on or after January 1 of the calendar year in which an 
employee attains age 701/2 and ends April 1 of the 
immediately following calendar year. 

A plan using this relief generally may not preclude an 
employee who retires after the calendar year in which the 
employee attains age 701/2 from receiving an optional form of 

able if the employee had 
ich the employee attained 

st be adopted no later than the 
day of the GUST remedial amendment period.  

1.411(d)-4, Q&A 10 

to require the Service to 
at §411(d)(6) did not apply 
uces or eliminates benefits 
nt burdens or complexities 
, unless such amendment 
y plan participant in more 
regulations, which apply to 

e adopted and effective after August 12, 
which a plan amendment is 
ce and early retirement 
y, or an option form of 

urdens or complexities for 
11(d)-3(b) 

 to a participant’s entire 
ining whether or 

efit is decreased, all plan 
indirectly, the computation 

n into account and, in 
n has occurred, all plan 
plicable amendment date 
r the effective date of the 
lan amendment.  A plan is 
 benefit if it is amended to 
(d)(6)(b) protected benefit.  
ment rule is expanded to 

ted benefits (early retirement 
es and optional forms of 
11(d)-3(b)(1)(iii).  Section 

benefits that are 
, or any other benefits not 
411(d)-3(b)(i).  A plan may 
duce an early retirement 
 or an optional form of 
s that accrue after the 
1.411(d)-3(b)(ii) . 

elating to the anti-
nt benefit means the 

ment-type benefit 
at a particular date after severance from employment and 
before normal retirement age.  1.411(d)-3(g)(6)(i).  
Retirement-type benefits are either the payment of a 
distribution alternative with respect to an accrued benefit or 
the payment of any other benefit under a defined benefit 
plan that is permitted to be in a qualified pension plan, 
continues after retirement and is not an ancillary benefit.  
1.411(d)-3(g)(6)(iii).  Retirement-type subsidy means the 
excess of the actuarial present value of a retirement-type 
benefit over the actuarial present value of the accrued 
benefit commencing at normal retirement age or at actual 
commencement if later.  1.411(d)-3(g)(6)(iv).  Ancillary 
benefit means social security supplements, benefits payable 

                                                                                
 an 
lified 
n is 

Line h.  Pursuant to section 1.411 (d)-4, Q&
income tax regulations, an amendment to elimi

benefit that would have been avail
retired in the calendar year in wh
age 701/2. The amendment mu

and last 
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d)-4, 
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. If a 
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New Regulations 

EGTRRA amended §411(d)(6) 
issue regulations that provided th
to any plan amendment that red
or subsidies that create significa
for the plan and plan participants
adversely affects the rights of an
than a de minimis manner.  Final 
amendments that ar

d an 
shold 
o be 
s, to 
nefits 
n de 
 also 

odify 
cted 
rther 

ed to 
ed to 
sition 
f the 

2005, set forth conditions under 
permitted to eliminate or redu
benefit, a retirement-type subsid
benefit that creates significant b
the plan and plan participants. 1.4

Section 411(d)(6) protection applies
accrued benefit.  For purposes of determ
not a participant’s accrued ben
amendments affecting, directly or 
of accrued benefits are take
determining whether a reductio
amendments with the same ap
(the later of the adoption date o
amendment) are treated as one p
treated as decreasing an accrued
eliminate or reduce a section 411
The simultaneous multiple amend
apply to §411(d)(6)(B) protec

amount for a
amended to elimina
eliminate provisions permitting transfers 
between plans of the employer, and to make
minimis changes in the timing of benefits. Th
special exceptions for ESOPs. 
1.401(a)-4 Q&A 5 
1.411(d)-4 Q&As 2, 3 & 8 

In general, 
conditions with respect to section 411(d

ts benefi
restriction. 
benefits that have
accrued p
rules or the permissible 
regulations. 

d)-4 Q&A 7 1.411(
Section 411(d)(6) provides no exception

termination. 
411(d)(6) 
1.401-1(b)(1)(i) 
1.401(a)(4), 1.411(d)-4 
1.41 1(d)-3(b) 
Rev. Rul. 81-12, 1981-1 C.B. 228 
Rev. Rul. 85-6, 1985-1 C.B. 494 
Notice 87-20, 1987-1 C.B. 456 

 

n 

f the 
 age 
with 

benefits retirement-type subsidi
benefit).  1.411(d)-3(a)(2)(ii),1.4
411(d)(6) does not provide protection for 
ancillary, other rights and features
described in section 411(d)(6).  1.
be amended to eliminate or re
benefit, retirement-type subsidy,
benefit with respect to benefit
applicable amendment date. See 

The final regulations define key terms r
cutback rules.  The term early retireme
right to commence distribution of a retire



                                                                            
in the event of disability (to the extent the ben
the benefit otherwise payable) but only if the 
does not exceed the maximum qualified disab
life insurance benefits, medical benefits describe
401(h), death benefits under a defined benef
than a death benefit that is part of an optio
benefit, plant shutdown benefits or other simila
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the retained optional form of benefit does not commenc
nal for
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 less than the present value of the optional 

being eliminated, the plan amendment must satisfy the
e and de minimis standards of the regulati

may n
tional fo
r differe
s. 1.41

nal for
before

after 
 participants 
nd after the 

amendment.  The plan must offer the following core options:  
Straight life annuity, Joint and Contingent Annuity with 75% 
survivor annuity, 10 year term certain and life annuity and 
the most valuable option for a participant with a short life 
expectancy.  Plan amendments can not apply with respect 
to an optional form of benefit with an annuity 
commencement date that is earlier than four years after the 
date the amendment is adopted.  Burdensome and de 
minimis standards must be satisfied if the retained optional 
form of benefit does not commence on the same annuity 
starting date as the optional form of benefit being 
eliminated, or if the actuarial present value of the retained 
benefit commencing on the annuity starting date is less than 

the present value of the optional form being eliminated.  
(d). 

ore options rule impose 
se of a plan amendment 
nefit that had the effect of 

t benefit or reducing a 
r these requirements an 

y retirement benefit 
s significant burdens and 
plan participant and the 

hts of any plan 
imis  manner.  Whether an 
ent-type subsidy or an 

and complexities is based 
 With respect to early 

ard is satisfied if the 
nd the eliminated optional 

ng dates that are within six 
espect to retirement-type 
l form of benefit must not 

exceed the actuarial present value of the retained optional 
form of benefit by more than a de minimis amount.  A de 

 amount that is no more 
rement-type subsidy under 
r to the amendment) or 1% 
n for the prior plan year.  

tilization Rule 

e provides a method for eliminating 
subsidies and retirement-
.  A plan is permitted to be 

l form of benefit that is 
umber of participants who 
a relevant period if no 

al form during the relevant 

d v. Heinz 

es a participant’s accrued 
ons or a participant’s right 

section 411(d)(6) protected benefits, violates 
§411(d)(6), even if the amendment merely adds a restriction 
or condition that is permitted under the vesting rules of 
§411(a). 1.411(d)-3(a)(3).  Revenue Procedure 2005-23 
limited the retroactive effect of Central Laborers

                                                                                    
eeds 

1.411(d)-3(c). 

Optional forms of benefit that are core options 
eliminated as redundant unless the retained op
identical to the eliminated core option except fo
in actuarial factors and annuity starting date
3(c)(3)(ii). 

Core Options 

A plan may be amended to eliminate an optio
benefit with respect to benefits accrued 
applicable amendment date if the plan, 
amendment, offers certain core options to plan
with respect to benefits attributable before a

enefit 
nefit, 

1.411(d)-3
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other 
m of 
s in a 
ment 
, and 
. 

m of 
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 form 
te an 
tional 
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ant’s 

enefit 
 than 
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Burdensome and De Minimis 

The redundancy rule and the c
additional requirements in the ca
eliminating an optional form of be
eliminating an early retiremen
retirement-type subsidy.  Unde
amendment is permitted only if the earl
or retirement-type subsidy create
complexities for the plan and 
elimination does not adversely affect the rig
participant in more than a  de min
early retirement benefit, retirem
actuarial factor creates burdens  
on facts and circumstances. 
retirement benefits the de minimis stand
retained optional form of benefit a
form of benefit have annuity starti
months of each other.  With r
subsidies, the eliminated optiona

age, do not aff
are permitted to be in a qualified plan.  1.411(d)

Redundant 

A plan may be amended to eliminate an opti
benefit for a participant with respect to bene
before the applicable amendment date if the o
of benefit is considered redundant.  In order to 
optional form of benefit as redundant, a retain
form of benefit that is in the same family of op
must be available to the participant and the 
rights with respect to that retained optional for
may not be subject to materially greater rest
those that apply with respect to the optional
eliminated.  Additionally the plan amendment eli
optional form of benefit may not apply to an opti
benefit with an annuity commencement date th
than the number of days in the maximum QJS

rm of 
arlier 
d.  If 
e on 

m of 
ue of 
rting 
form 

minimis amount is defined as an
than the greater of 2% of the reti
the eliminated optional form (prio
of the participant’s compensatio
1.411(d)-3(e). 

U

the same annuity starting date as the optio
benefit being eliminated, or if the actuarial pres
the retained benefit commencing on the an
date is

 
ons.  The utilization rulburdensom

ot be 
rm is 
nces 
1(d)-

m of 
 the 

the 

optional forms, early retirement 
type benefits that are rarely used
amended to eliminate an optiona
available to at least a minimum n
are taken into account during 
participant has elected that option
period. 1.411(d)-3(f). 

Central Laborers’ Pension Fun

A plan amendment that decreas
benefit, or places greater restricti
to a 

’ for 
qualified plans pursuant to section 7805(b).  The revenue 
procedure provides that a plan will not be disqualified solely 
on account of a plan amendment adopted prior to June 7, 
2004 that violated section 411(d)(6) adding or expanding a 
suspension of benefit provision permitted under section 
411(a)(3) if certain requirements are satisfied.  See Rev. 
Proc. 2005-23, 2005-1 C.B. 991, as modified by Rev. Proc. 
2005-76, 2005-2 C.B. 1139. 
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h
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a
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e, includi
e 1988 pla

to take in
account for accrual years of service before the employee 
becomes a participant or years of service completed before 
the 1988 plan year in which the participant was ineligible to 
make employee contributions. 

Limitations that are not determinable except by reference 
to age are considered based directly on age. An example of 
such a limitation would be a provision which would disregard 
service for benefit accrual after the participant becomes 
eligible for social security benefits. Whether a limitation is 
based indirectly on age is a question of facts and 
circumstances. 

For purposes of determining whether a plan satisfies the 
prohibition against discontinuing or reducing accruals on 

 not taken into account in 
e subsidized portion of an 

security supplements, and 

strates this rule: Employer 
efined benefit plan that 

efit of 1% of a participant’s 
n for the three consecutive 

ion, multiplied by the 
ice under the plan. Normal 
s of the plan, prior to the 
rvice and compensation 

 age are not taken into 
ipant’s normal retirement 
in December 1985 and 

ebruary 1988. As of 
years of credited service 
and 1987, A completed an 

e plan does not 
e required by section 
itted manners described 

 February 1988, A must be entitled 
to a normal retirement benefit of 37% of the average annual 

secutive years of highest 
tion earned after 1985. 
quired where they would 
 plan to fail to meet the 
iscriminatory. 

in the case of a participant 
nt age as of the end of a 
ould otherwise be required 
lan year is reduced. First, 

herwise required accrual is 
lent of total plan benefit 
nt by the close of the plan 

 making this reduction. 
ns” are limited to 

n years for which the plan 
nsion of the participant’s 
 section 203(a)(3)(B) of 

d to the extent the total 
ributions made to the participant by the 

s the total amount of the 
ould have received by the 
stributions had been made 

in the plan’s normal form of benefit. For example, if the 
participant receives his or her benefit in a form which 
provides greater monthly payments than the normal 
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taking into account the additional accrual under section 
41 1(b)(1)(H)(i) for year 2. If the normal retirement benefit 
with the additional accrual is greater, then at the end of 
year 3, the participant must be entitled to received the 
greater of this amount, actuarially increased, or the normal 
retirement benefit determined by taking into account the 
additional accruals under section 411(b)(1)(H)(i) for years 
2 and 3. 

There is a special rule regarding this reduction that applies 
if the plan suspends the participant’s benefit payments in 
accordance with section 203(a)(3)(B) of ERISA and DOL 
regulations and does not provide for an actuarial adjustment to 
the normal retirement benefit on account of delayed payment. 
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