tersection 415 Limitations on amended § 415(c)(3) to include elective

deBenefits and Contributions deferrals described in § 402(g)(3), an
lentnder Qualified Plans elective contributions to a § 125 cafeteri
that plan or a § 457(b) eligible deferred com
entNotice 99-44 pensation plan, in a participant’s comper
ect sation, effective for limitation years be-
on-l- PURPOSE ginning on or after January 1, 1998.

This notice provides guidance relatin%vhSectlon 411|(a) p,respnhbes r#_les arsl t
o the repeal of the combined limitation en an employee’s right to his or he

.Pson defined benefit and defined contribu-normal retirement benefit must becom:

i éif?en plans under § 415(e) of the Internar|1onforfeitable under a qualified plan.

venue Code (the Code) made by tH,Q:\ection 411(d)(6) generally prohibits ¢

',tOSmaII Business Job Protection Act Oplan ?jmen_cti)mgm, except for a;]n "’Hnenlf
SitS1 996 (SBJIPA), Pub. L. 104-88. In addiMent described in § 412(c)(8), that has t

Irfo on, this notice provides guidance on th@ffect of decreasing a participant's ac

"amendment to the definition of compen-Cruecj t?e”eﬁts under the plan.
aNzation under § 415(c)(3) made by th Section 1106(h) of the Taxpayer Re

> Odame act.  Specifically, this notice prol°™™M Act of 1986, Pub. L. 99-514, pro-

N iSiges questions and answers on vides that notwithstanding any other pro
an- vision of law, except as provided in

|-+ Benefit increases that may be provideghgylations prescribed by the Secretary
upon the repeal of § 415(e). the Treasury, a plan may incorporate b
li-+ Plan amendments that may be adoptggserence the limitations under § 415 o
cial 0 take into account the repeal ofne Code. In Notice 87-21, 1987—1 C.B
gle § 415(e). 458, Q&A-11, the Service provided guid-
the The treatment of the repeal of 8 415(€jnce for plans to incorporate by referenc
lers for purposes of applying the minimumyne |imitations of § 415, for limitation
ps funding standards under § 412. years beginning on or after January 1
on® The effect of the repeal of § 415(e) andgg7.
Re- the modification of § 415(c)(3) on other - gection 401(a)(4) prescribes nondis
this qualification requirements. ~crimination rules for qualified plans.
* Relief under § 7805(b)(8) for certaingection 1.401(a)(4)-2 of the Income Ta
plans that c_ontmue to use a definition O_hegulations imposes requirements rela
compensation under § 415(c)(3) as ifg to nondiscrimination in amount of
49 existed prior to SBJPA. employer contributions under a definec
contribution plan. For this purpose,
Il BACKGROUND § 1.401(a)(4)-2(b) provides two safe hat
Section 415 of the Code imposes limibor tests, and § 1.401(a)(4)—2(c) provide
~_tations on contributions and benefit@ general test. Plans that satisfy one
- ynder gualified plans. Section 415(e) imthese safe harbors must provide for eithe
MBoses limitations that apply to an individ-a uniform allocation formula or a uniform
al who participates in both a definedoints allocation formula as described il
benefit plan and a defined contributiorthe regulation. Under § 1.401(a)(4)-
plan maintained by the same employe(b)(4)(iv), a safe-harbor plan does no
Section 1452(a) of SBJPA repealedail to satisfy these uniformity require-
is§ 415(e) of the Code, effective for limita-ments merely because the plan limits allc
\s-tion years beginning on or after January Lations otherwise provided under the allc
Ac-2000. The limitations of § 415(e) as in efeation formula in accordance with the
e-fect immediately prior to this effective limitations of § 415.
iardate are referred to in this notice as the Section 1.401(a)(4)—3 imposes require
Ul).“pre-SBJIPA § 415(e) limitations.” ments relating to nondiscrimination in
er-  Section 415(c)(3) of the Code and th@mount of benefits under a defined benef
rentegulations thereunder provide a definiplan. For this purpose, § 1.401(a)(4)— 3(k
1 Sion of compensation for purposes oprovides for several safe harbor tests, anc
‘eecomputing the limitations on contribu-1.401(a)(4)-3(c) provides a general tes
tions and benefits for a participant in ao satisfy one of these safe harbors, a pl:
qualified plan. Section 1434 of SBJPAMust provide for a uniform normal retire-



ment benefit, uniform post-normal retire-Q-2: If a plan is not amended to take intaeive a benefit arising from the repeal of &
ment benefit, and uniform subsidiesaccount the repeal of § 415(e), how mag¢15(e).
Under § 1.401(a)(4)-3(b)(6)(v), a safe-harthe benefits of plan participants be af- ) . L
bor plan does not fail to satisfy these unifected? Q-4: How is the maximum permissible
formity requirements merely because tha-2: If a plan is not amended to take int@€nefit increase calculated for a current o
plan limits benefits otherwise providedaccount the repeal of § 415(e), the effedP'mer employee who has commencec
under the benefit formula or accruabn the benefits of plan participants Wi”beneflts under a defined benefit plan prior
method in accordance with the limitationsiepend on the plan’s existing provisiond® the effective date of the repeal of
of § 415. Plans that satisfy the general ter applying the limitations of § 415(e) 3 415(€) for the plan? o
may do so by testing benefits with or withand any other relevant plan provisions. 1A"4: FOr any limitation year beginning on
out the application of the § 415 limitationssome circumstances, a plan’s existing" &ftér the effective date of the repeal o
Section 401(b) specifies a remediaprovisions could result in automatic bene3 415(€) for the plan, the benefit payable
amendment period during which a plarit increases for participants as of the efl® @ny current or former employee who
may be amended retroactively, under cefective date of the repeal of § 415(e) fof@s commenced benefits under the pla
tain circumstances, to comply with thehe plan. For example, the repeal of"o to that date in a form not subject tol
Code’s qualification requirements. Purg 415(e) could result in automatic benefie 417(€)(3) may be increased to a benef
suant to Rev. Proc. 99-23, 1999-16 |.R Bncreases for participants in defined benghat 1S no greater than the benefit tha
5, the remedial amendment period fofit plans that incorporate by reference thiould have been permitted for that yeal
plan amendments relating to recent legigmitations under § 415. Similarly, the re-under § 415(b) for the employee hac
lation for most plans has been eXtendeﬁeal of § 415(e) could result in automati§ 415(e) not limited the benefit at the time
until the last day of the first plan year beghanges to annual additions for partici®f commencement. Thus, the annual ber
ginning on or after January 1, 2000. Se(‘pants in defined contribution plans. efit for limitation years beginning on or
tion 4 of Rev. Proc. 99-23 provides that after the effective date of the repeal of
this remedial amendment period applie®-3: May a defined benefit plan provide§ 415(e) for the plan is limited to the
to plan amendments made to implemerior benefit increases to reflect the reped 415(b) limitation for the employee (in-
the repeal of § 415(e). of § 415(e) for a current or former em-creased for cost-of-living-adjustments, if
ployee who has commenced benefitthe plan provided for such adjustments
IIl. QUESTIONS AND ANSWERS under the plan prior to the effective datdased on the employee’s age at the time «
Q-1: What is the effective date of the re0f the repeal? . . commencement. I.n the case of a form o
peal of § 415(e) of the Code by § 1452( -3 A defmed benefit plan may prowdebenef!t that is subject te § 4_17(e)(3), the
of SBIPA? or benefit increases to reflect the repedienefit payable for any limitation year be-
A-1: In accordance with § 1452(d)(1) ofof 8 415(e) for a current or former emginning on or after the effective date of
SBJPA, § 415(e) of the Code is repealeBl0y€€ who has commenced benefitte repeal of § 415(e) for the plan may be
effective as of the first day of the first lim-under the plan prior to the effective daténcreased by an amount that is actuariall
itation year beginning on or after Januarf the repeal of § 415(e) for the plan, buequivalent to the amount of increase tha
1, 2000. With respect to limitation yearsomy if the employee or former employeecould have been provided had the benef
beginning on or after January 1, 2000, ¥ @ participant in the plan on or after thabeen paid in the form of a straight life an-
defined contribution plan will not fail to effective date. For this purpose, an emmuity. Whether or not the form of benefit
satisfy § 415 solely because the annugloyee or former employee is a particiis subject to 8 417(e)(3), benefits attribut-
additions for any participant for suchPant in the plan on a date if the employeable to limitation years beginning before
years exceed the pre-SBJPA § 415(e) linfr former employee has an accrued bendanuary 1, 2000, cannot reflect benefit in.
itations. With respect to limitation yearsﬁt (other than an accrued benefit resultingreases that could not be paid for thos
beginning on or after January 1, 2000, fom a benefit increase that arises solelyears because of § 415(e). In addition
defined benefit plan will not fail to satisfy @s a result of the repeal of § 415(e)) oany plan amendment to provide an in-
§ 415 solely because the plan providetglat date. Thus, benefit increases to rerease as a result of the repeal of § 415(¢
that the benefit of any participant exceedgect the repeal of § 415(e) cannot be prcean be effective no earlier than the effec
the pre-SBJPA § 415(e) limitations. Ac-vided to current or former employees whaive date of the repeal of § 415(e) for the
cordingly, the pre-SBJPA § 415(e) limita-do not have accrued benefits under thglan. The following examples illustrate
tions will not limit the benefit of a partici- plan on or after the effective date of thehese principles:
pant in a defined benefit plan whoséepeal of § 415(6) for the plan. However, Example 1:PlanM, a defined benefit plan, has a
benefit has not commenced as of the firét 2 _C_urrem or former employee aCCrUeR, endar plan year aed limitation year. mes, not
day of the first limitation year beginningadditional benefits under the plan thaf (op-heavy pian during any relevant period. Undei
on or after January 1, 2000. For rules resould have been accrued without regareianm, participants may elect to receive benefit dis-
garding the application of the pre-SBJPAo the repeal of § 415(e) (including benetributions either in the form of an annuity or a single
§ 415(e) limitations to a participant in afits that accrue as a result of a pIatﬁn“CTéasF:Z‘”;"sPtrr‘]’;"gzﬁ;:‘ﬁtnti’t:l’t‘;fr':sisf‘i’;égzei :C:Z'
defined benefit plan whose benefit haamendment) on or after the effective dat§415(d) of the Code. Plan also provides that ben-
commenced as of that date, see Q&A-8f the repeal of § 415(e) for the plan, thegis will be limited to the extent necessary to satisfy
and 4. the current or former employee may rethe requirements of § 415(e). In order to reflect the



§ 417(e)(3) change made by GATT, Plsinwas Example 2Assume the same facts adirample For purposes of the general test for
amended on January 1, 1995, effective as of that except that PlaM does not provide that benefits hondiscrimination in amount of contribu-
date, to substitute the applicable interest rate and thar retirees are increased as the dollar limitation iﬁons increased contributions allocatec
applicable mortality table for the original plan rateindexed under § 415(d) of the Code, d@dom- ’ . o
and the UP-1984 Mortality Table, respectively, tanenced distributions from Plavi in the form of ten  Under the terms of a defined contribution
compute single-sum benefits under the plan. Addequal annual installments commencing on Janua@lan due to the repeal of § 415(e) must b
tionally, PlanM was amended on July 1, 1998, ef-1, 1996. Accordingly, the § 415(b) limitation 85 tgken into account in accordance with the
fective as of January 1, 1995, to apply the § 415(bpenefit in 1996 was $89,635 ($120,000 reduced fqrules of § 1.401(a)(4)=2(c)(2)(ii) for the
(2)(E) changes made by GATT and SBJPA to alearly retirement at age 56 and adjusted for the in-I §f ) h'( %(ﬂ: ( )(2)( )d I
benefits under the plan on or after the RPA'94 § 415tallment option). In order to comply with § 415(e),p_ an year tor whic € Increased alloca
effective date, as defined in Rev. Rul. 98-1, 1998-’s installment payment in 1996 was limited totiOns are made. For purposes of the ger
I.R.B. 5. Under PlamM, early retirement benefits $71,707. Similarly, for the years 1997 througheral test for nondiscrimination in amount
and other opFionaI f_orms of benefit are d_etermin(_ad999,P received installment pgyments of $71,707 of benefits, increased benefits provided tc
as the actuarial equivalents of a straight life annuiths of January 1, 200 has six installment pay- an emplovee under the terms of a define
at normal retirement age using the applicable intements remaining. Because Plrdoes not provide _p y _
est rate and applicable mortality table. For purposdsr cost-of-living adjustments under § 415(@s Penefit pl_an due to th? repeal Of § 415(e
of this example, the applicable interest rate for abix remaining installment payments under Plan must be included as increases in the en
relevant peri0d§ ?s assumeq to be 6 per.cent. are permitted to be‘ incregsed, effective January ployee’s accrued benefit (within the
Pyvas a part_|0|p§nt both in Pla, an_d-ln PlaN, 2000, b)_/ the actuarial equivalent (spread over_a p?’heaning of § 411(a)(7)(A)(i)) and the em-
a defined contribution plan, before retiring at the endod of six years) of the value of the increases in thelo ee’s most valuable optional form of
of 1995. P is unmarried and has a date of birth ofsingle life annuity that would have been payable bd?'OY p . o
January 1, 1940P’s social security retirement age ginning on January 1, 2000 (i.e., the increase fro@@&yment .Of the accrued benefit (WItf]In
is 66. P commenced receiving distributions from , to , ad elected a single life an- the meaning O . a — 1l
is 66 d iving distributions from $43,802 to $54,753) P had elected a single lif th f § 1.401(a)(4)-3(d)(1
PlanM in the form of a single life annuity on Janu-nuity rather than the installment payment option. jn accordance with the rules of
ary 1, 1996, at age 56. The dollar limitation of 1.401 A)— nd must incl
§ 415(b)(1)(A) for 1996 was $120,00(®’s com- If Plan M, however, was amended toﬁ] tﬁeoccgarz( u)ta:t%i(odrz’o? b(:l)th ltjr?e |r31f)rm(;|u :ﬁé
pensation-based limit under § 415(b)(1)(B) waprovide for cost-of-living adjustments ost valua[\)ble accrual rates for anv mea
5 415(0) limiaton forPs beneft n 1606 was Nder § 415(d), effective January 1, 2000, 10 SOkl Dt S
. JhenP's six remaining installment pay- >Urement period that inciudes the piar
$54,753 ($120,000 reduced for early retirement - A ar for which the increase occurs. |If the
age 56). ments would be permitted to be mcrease?ée itati £§ 415 taken int t
P's defined contribution fraction for 1996 was by the actuarial equivalent (spread over ynitations o are taken into accoun

0.36. Therefore, in order to comply with § 415(e) iperiod of six years) of the value of the inin testing the plan for limitation years be-

B e e Creases in the single lfe annuity thal 9 on o Aher Jaman 1, 2000, 1109
- inni mitations must reflect the repeal o

tion was equal to 0.64 (1 minus 0.36). ThBS, would have been _payable ,begmmng Org 415(8)

benefit in 1996 was limited to $43,802 (0.64 muli-January 1, 2000 (i.e., the increase fro '

plied by the lesser of (A) 1.25 multiplied by $54,753543,802 t0 $61,597) I had elected a sin- 5 g. | penefit increases are provided tc

or (B) 1.4 multiplied by $150,000). gle life annuity rather than the inSta"menEmployees and former employees under

The dollar limitation under § 415(b)(1)(A) in- avment option. Furthermore. Plah
creased to $125,000 in 1997, and to $130,000 gﬁp L>J/| q provio?e that each 67s six remain. P21 @S @ result of the repeal of § 415(e)

1998 and 1999. In 1997, because of the indexing , how are the requirements of 88 1.401(a)
the dollar limitation under PlaM, P's benefit was N9 installment payments under Plah 4)-5 and 1.401(a)(4)-10 of the regula-
increased to $45,628. Similarly, in 1998 benefit are increased by the actuarial equivale bhs satisfied?

was in_cre_ased to $47,453. In 1999, because the d¢spread over six years) of the value of thﬁ-G' If benefit increases resulting from
lar Ilmltauon Was'ur_lchanged from 1998s benefit j,~reases in the prior installment paymerﬂ_' : A

continued to be limited to $47,453. For purposes %hat would have been paid in the prior lim. e repeal of § 415(e) are provided, as o

this example, it is assumed that the § 415(b)(1)(A) . . . the effective date of the repeal of § 415(e
dollar limitation will be $135,000 in 2000. itation years had the plan provided for ing

_ _ . . for the plan, to either (1) all current and
Effective January 1, 200®s annuity payments Creases in the installment payments to r

: . . former employees who have an accrue
under PlarM are permitted to be increased to a maxflect the increases under § 415(d). b e dp yh | ) g v bef
imum annuity benefit of $61,597 ($135,000 reduced enefit under the plan immediately before

for early retirement at age 56). However, no inQ-5: How will a plan that takes into ac-the effective date of the repeal of § 415(e
crease irP's benefit‘is ‘peljmitted to reflect the diﬁgr—_count the repeal of § 415(e) as of the firdor the plan, or (2) all employees partici-
ence between the limitation of § 415(b) and the I|m|-day of the first limitation year beginning pating in the plan that have one hour o

tation of § 415(e) in prior limitation years. . . .
Alternatively, if PlanM had not provided that ON Or after January 1, 2000, satisfy théervice after the effective date of the re-

benefits for retirees are increased as the dollar impondiscrimination in amount of benefitspeal of § 415(e) for the plan, through the
tation is indexed under § 415(d) of the Code, butequirement? adoption of a plan amendment, then the
was amended to provide for such increases effective_g5. a plan that uses the safe harbor antiming of such an amendment satisfies the

for the limitation year beginning January 1, 2000 . ; .
P’s benefit could be increased from $43,802 (th akes into account the repeal of 8 415(équIrements of § 1'401(a)(4) 5 of the

benefit without adjustment for increases in théS Of the first day of the first limitation regulations, and the requirements of
§ 415(b)(1)(A) dollar limitation) to $61,597, plus year beginning on or after January 1§ 1.401(a)(4)-10(b) of the regulations are
the annual amount that is actuarially equivalent 2000, will not fail to satisfy the unifor- satisfied. In addition, if benefit increases
the $9,128 that could have been paid in the prighity requirements of §§ 1.401(a)(4)—-2(bjare provided, as of the effective date o
limitation years ($1,826 for 1997, and $3,651 eacl g 401(a)(4)—-3(b)(2) merely because ththe repeal of § 415(e) for the plan, to ei-
for 1998 and 1999) had the plan provided for benef&) ) B y, P _p v

increases to reflect the cost-of-living increases undéEPeal of 8 415(e) is taken into accourther of the two groups described in the

§ 415(d). under the plan. preceding sentence through the operatio



of the plan’s existing provisions, then thehe benefit increase). The following is amloes not exceed the limitations undel
requirements of 88 1.401(a)(4)-5 an@xample of language that could be use8l 415, but that does exceed the pre
1.401(a)(4)-10(b) of the regulations ardoy a plan sponsor, on an interim or permesBJPA § 415(e) limitations, in an unallo-
satisfied. nent basis, in amending a defined benefilated suspense account as an excess :
If benefit increases due to the repeal gflan that would otherwise provide for anual addition. Similarly, a qualified cash
§ 415(e) are provided only to a certaibenefit increase due to the repeal odr deferred arrangement could not pro-
group of current or former employees no§ 415(e), to retain the effect of the previde that the provisions of § 1.415—
described in the preceding paragrapBBJPA § 415(e) limitations in determin-6(b)(6)(iv) would be applied to permit the
through the adoption of a plan amending a participant’s accrued benefit undedistribution of elective deferrals that do
ment, or if a plan amendment to reflecthe plan (without failing to satisfy not exceed the limitations under § 415,
the repeal of 8 415(e) is effective as of 8§ 411(d)(6)): but that exceed the pre-SBJPA § 415(e
later date than the effective date of the re-  E¢tactive as of the first day of thelimitations.  See Q&A-10 for a descrip-
peal of § 415(e) for the plan, then the tim- ¢« |imitation year beginning on or tion of the effects that the continued ap-
ing of such an amendment (considered in  4¢q, January 1, 2000 (the «Effective Plication of the pre-SBJPA § 415(e) limi-
conjunction with the effect of the repeal Date”), and notwithstanding any tations may have on the requirements fo
of § 415(e)) must satisfy a facts-and- i er provision of the Plan, the ac-hondiscrimination testing. Additionally,
circumstances determination under

§ 1.401(a)(4)-5(a)(2) of the regulations,
and the requirements of 8 1.401(a)(4)-10
must be applied.

Q-7: May a plan be amended to limit the

extent to which a participant’s benefit

would otherwise automatically increase

under the terms of the plan as a result of
the repeal of § 415(e)?

A-7: Yes, a plan may be amended to limit
the extent to which a participant’s benefit

would otherwise automatically increase

crued benefit for any participant if a participant’s annual additions to a de-

shall be determined by applying thdined cpntributiop _plan result in a de—.
terms of the Plan implementing the"T€ase in thg paruapanfs accrued benefi
limitations of § 415 as if the limita- under a defined benefit plan (under the
tions of § 415 continued to includet®ms of both plans), the relief previously
the limitations of § 415(e) as in effecProvided under Q&A G-10 of Notice 83—

on the day immediately prior to thel0: 1983-1 C.B. 536 no longer applies
Effective Date. For this purpose, thend such a reduction would violate § 411.

defined contribution fraction is set 1ne qualification issues described in
equal to the defined contributionthis Q&A-8 may arise whenever a lower

fraction as of the day immediately”mitation is applied gnder_ a plan in Iigu
prior to the Effective Date. of a statutory § 415 limitation that applies

for the limitation year. For example, the

under the terms of the plan as a result @3-8: Are there qual_ific_atio_n requiremen_tq‘,ssue‘,s described in this Q&A-8 may arise
the repeal of § 415(e). However, sethat may not be satisfied if a plan continy o |ower limitation is applied under a
Q&A-8 for certain qualification require- ues to limit benefits after the first day Ofplan as a result of using a definition of
ments that may be affected by such athe first limitation year beginning on Of compensation that is not within the mean
amendment. A plan sponsor may wish tafter January 1, 2000, using the Préing of § 415(c)(3), as amended by SBIPA
make a plan amendment to preclude &BJPA § 415(e) limitations? Q&A-9 provides § 7805(b)(8) relief that

benefit increase that would otherW|seA-§: There are some quallflc_at_|on r€-applies where a plan uses the pre-SBJP
occur as a result of the repeal of § 415(e&juirements that may not be satisfied for 8 415(c)(3) definition of compensation in-
in order to provide time for the plan sponplan if the plan continues to limit benefitsgia o4 of the current § 415(c)(3) definition.
sor to consider the extent to which a ben&fter the first day of the first limitation

fit increase relating to the repeal ofyear beginning on or after January 1Q-9: To the extent that a qualified defined
§ 415(e) should or should not be provide@000, using the pre-SBJPA § 415(e) limicontribution plan applies the rules in
at some later date consistent with all relgations. Any exception from the other§ 1.415-6(b)(6) with respect to excess an
vant qualification requirements. A planwise applicable qualification rules that ishual additions, must the plan apply the
amendment to limit the extent to whichpermitted solely in order to satisfy therules in 8 1.415—-6(b)(6) using a definition
such a benefit increase would otherwisemaximum limitations on contributions orof compensation within the meaning of
occur that is not both adopted prior tobenefits under § 415 with respect to a pag 415(c)(3) as amended by SBIJPA?

and effective as of, the first day of thdicipant does not apply if the participant'sA-9: For limitation years ending on or

first limitation year beginning on or aftercontributions or benefits are below thefter December 1, 1999, to the extent ths
January 1, 2000, may fail to satisfylimitations of § 415. Thus, such an exa plan applies the rules in § 1.415-
§ 411(d)(6). Therefore, a plan amendeeption is not permitted where a plan limé6(b)(6), a defined contribution plan will

ment that is intended to limit such a benets benefits in a manner that is more renot satisfy the requirements of § 401(a)
fit increase should be both adopted priostrictive than required under 8§ 415. Founless the rules of § 1.415-6(b)(6) are ap
to, and effective as of, the first day of thexample, at any time on or after the firsplied using a definition of compensation
first limitation year beginning on or afterday of the first limitation year beginningwithin the meaning of § 415(c)(3) as
January 1, 2000 (even though the plaan or after January 1, 2000, a qualifie@mended by SBJPA. However, for limita-
could be later amended during the plan'defined contribution plan could not pro-tion years ending on or before Novembel
remedial amendment, at the option of theide that the provisions of § 1.415-6(b)(680, 1999, pursuant to § 7805(b)(8), the
plan sponsor, to retroactively provide fomwould be applied to place an amount the8ervice will not treat a defined contribu-



tion plan as failing to satisfy the requireJanuary 1, 2000 (whether the increase & 415(b)(4)(B) affected by the repeal of
ments of § 401(a) merely because thiabilities under the terms of the plan§ 415(e)?
rules in § 1.415-6(b)(6) are applied usingrises pursuant to a plan amendment, &-13: No. Section 415(b)(4)(B) gener-
a definition of compensation within thepursuant to existing plan provisions, e.gally provides that the limitation on bene-
meaning of § 415(c)(3) prior to its amendwhere benefits automatically increase afts under a defined benefit plan under
ment by SBJPA. of the effective date of the repeal o8 415(b) with respect to a participant can:
) § 415(e) for the plan). Accordingly, anynot be less than $10,000, but only if the
Q-10: How may a plan that continues tgmortization base that is establishedmployer has not at any time maintained :
limit benefits after the first day of the firstnger § 412 for an increase in liabilitiesdefined contribution plan in which the
limitation year beginning on or after Januynger a plan resulting from the repeal oparticipant participated. The statutory
ary 1, 2000, using the pre-SBJPA§ 415(§) 415(e) must have an amortization peprovision repealing § 415(e) did not mod-
limitations, satisfy the nondiscriminationyioq of 30 years. A plan amendment thafy § 415(b)(4)(B). Accordingly, the re-
in amount of benefits requirement? makes the repeal of § 415(e) effective foquirements of § 415(b)(4)(B) are unaf-
A-10: A plan does not fail to satisfy they plan cannot be taken into account fdiected by the repeal of § 415(e).
uniformity requirements of 88 1.401(a)-pyrposes of § 412 prior to the effective _
(4)-2(b) or 1.401(a)(4)-3(b)(2) merelyyate of the repeal of § 415(e) for the pIanQ'lAf: How will the repeal of § 415(e) af-
because the limitations under 8§ 415 are fect the regulations relating to § 403(b)?
taken into account under the safe harb@-12: What is the effect of the repeal oA-14: Under 8 415(c)(4)(D) and the regu-
requirements. The continued applicatio§ 415(e) on an “old-law benefit” definedlations regarding the exclusion allowance
of the pre-SBJPA § 415(e) limitations forin Q&A-12 of Rev. Rul. 98-1, 1998-2 under § 403(b)(2), an employee may elec
a plan year after the effective date of theR.B. 5? to have the provisions of § 415(c)(4)(C)
repeal of § 415(e) for a plan would causé&-12: Under Q&A-13 of Rev. Rul. 981, apply for a taxable year. If the employee
the plan to fail to satisfy the uniformitya participant’'s old-law benefit under aso elects, the employee’s exclusion al:
requirements for the otherwise applicablglan is determined as of a specified freezewance is the maximum amount under
nondiscrimination in amount safe harbordate that precedes the final implementa 415 that could be contributed by the em
However, if a plan limits benefits at anytion date for the plan. Under Q&A-15 ofployer for the benefit of the employee if
time on or after the first day of the firstRev. Rul. 98-1, a participant’s old-lawthe annuity contract for the benefit of the
limitation year beginning on or after Janubenefit cannot increase after the particemployee were treated as a defined cor
ary 1, 2000, using the pre-SBJPA § 415(g)ant’s freeze date. Under Q&A-12 oftribution plan maintained by the em-
limitations for highly compensated em-Rev. Rul. 98-1, the final implementationployer. =~ The fourth sentence of
ployees (but not for nonhighly compen-date for the plan cannot be later than th& 1.403(b)—1(d)(5) provides that the rules
sated employees), the plan will not fail tdirst day of the first limitation year begin-under § 415(e) apply where such an elec
satisfy the uniformity requirements anching after December 31, 1999. Becaust#on is made. Section 1504(b) of the Tax-
thus will not fail to satisfy a nondiscrimi- the freeze date must precede the final inpayer Relief Act of 1997, Pub. L. 105-34,
nation in amount safe harbor merely beplementation date, the latest possiblprovides that regulations regarding the
cause of this limited application of thefreeze date under a plan is the day befoexclusion allowance under § 403(b)(2) of
pre-SBJPA § 415(e) limitations. Seehe first day of the first limitation year be-the Code shall be modified to reflect the
88 1.401(a)(4)-2(b)(4)(v) and 1.401(a)ginning after December 31, 1999. Thusepeal of 8§ 415(e). Accordingly, the
(4)-3(b)(6)(x) of the regulations. the latest possible freeze date for a plan Gommissioner intends to modify the reg-
If a plan continues to limit benefits onthe day before the effective date of the railations such that the fourth sentence o
or after the first day of the first limitation peal of § 415(e) for the plan. As a resul§ 1.403(b)-1(d)(5) does not apply after the
year beginning on or after January 1the repeal of § 415(e) generally will havesffective date of the repeal of § 415(e).
2000, using the pre-SBJPA § 415(e) limino effect on the amount of a participant’s
tations, the annual additions or accruedld-law benefit, as the old-law benefit'V- EFFECT ON OTHER DOCUMENTS
bene_fits that are taken into account in_pe_would be determined prior to the effective Ngtice 83-10 is modified.
forming the general tests for nondiscrimidate of the repeal of § 415(e) for the plan.
nation in amount of contributions or beneNevertheless, if the old-law benefit for a&v. DRAFTING INFORMATION
fits must reflect the plan provisions thaparticipant in a defined benefit plan was o ) o
limit benefits in this manner. reduced during the period between the 'N€ Principal author of this notice is

_ freeze date and the effective date of thiartin Pippins of the Employee Plans Di-
Q-11: How is the repeal of § 415(e)repeal of § 415(e) for the plan because dfSION- For further information regarding

treated under the plan for purposes aof,n,al additions credited to a partici-this notice, contact the Employee Plan:
§ 4127 pant's account in an existing defined conPivision’s taxpayer assistance number a
A-11: For purposes of § 412, any increasgjpution plan, the old-law benefit may in-(202) 622-6076 (not a toll-free number)
in the liabilities of a plan as a result of thecrease to the freeze-date level as of tm;etween the hours of 2:30 p.m. and 3:3(
repeal of § 415(e) must be treated as Oggactive date of the repeal of § 415(e) foP:M- Eastern Time, Monday through
curring pursuant to a plan amendment efy,o plan. Thursday. Mr. Pippins’telephone number
fective no earlier than the first day of the is (202) 622-7863 (also not a toll-free
first limitation year beginning on or afterQ-13: Are the requirements ofnumber).



