in the rate of future benefit accrual, tchours, depending on individual circum-
participants in the plan and certain othestances, with an estimated average of 5
parties. hours.

Estimated number of respondents:
DATES: Effective Date December 14, 3 goo.

1998 o Estimated annual frequency oé-r
Applicability Dates For dates of ap- gponses: Once.

plicability of these regulations, se¢f€-  comments concerning the accuracy of

tive Dates under Supplementary Informagis purden estimate and suggestions for

tion. reducing this burden should be sent to the

FOR FRTHER INFORMTION co. Il Resene Servce AL 1S
TACT: Diane S. Bloom at(202)622-6214 ’ e 9

or Christine L. Keller at (202)622-6090'0" DC 20224, and o ti@ffice of Man-
agement and BudgetAttn: Desk Gficer
(not toll-free numbers).

for the Department of #ilreasuy, Office

26 CFR 1.41(d)-6: Section 204(h) notice. SUPPLEMENARY INFORMATION: of Information and RegulatyrAffairS,

Washington, DC 20503.

T.D. 87 : :

8795 Paperwork ReductioAct Books or records relating to a collec-
: £ inf . .

DEPARTMENT OF THE TREASURY The collection of information containedtIon orm o.rmat|on must be retained as

Internal Revenue Service in these final regulations has been re|9ng as their contents may become mater-

26 CFR Parts 1 and 602 viewed and approved by the Office 0]gal in the administration of any internal

. revenue la. General, tax returns and
Management and Budget in accordance y

Notice of Significant Reduction : ) tax return information are confidential, as
with the Paperwork ReductimoAct of required by 26 U.S.C. 6103,

in the Rate of Future Benefit 1995 (44 U.S.C. 3705(d)) under the con-
Accrual trol number 1545-1477The collection of Backgound
information in these final regulations is in
§1.411(d)-6. Responses to this collection On December 12, 1995, temporary reg-
of information are required in order to obulations .D. 8631, 1996-1 C.B. 54),
ACTION: Final regulations. tain a benefit. Specificall this informa- under section ¥ of the Internal Revenue
tion is required for a taxpayer who want§&ode, 26 U.S.C. 4, were filed, provid-
SUMMARY: This document containsto amend a qualified plan to significantlying guidance on section 204(h) of the Em-
final regulations that provide guidance omeduce the rate of future benefit accruaployee Retirement Income Secyrict of
the requirements of section 204(h) of th&@his information will be used to notify 1974, as amended (ERISA), 29 U.S.C.
Employee Retirement Income Securityarticipants, alternate payees and eni054(h) The temporary regulations were
Act of 1974, as amended (ERISA), relatployee @ganizations of the amendment. published in thé-ederal Registe on De-
ing to defined benefit plans and to indi- An agency may not conduct or sponsocember 15, 1995 (6B.R. 64320) A no-
vidual account plans that are subject tand a person is not required to respond ttice of proposed rulemaking (EE-34-95,
the funding standards of section 302 o4 collection of information unless itsei 1996-1 C.B. 761), cross-referencing the
ERISA. It requires the plan administratoplays a valid control numie temporary regulations, was published in
to give notice of plan amendments, The estimated average burden pehe Federal Registe (60 F.R. 64401) on
which provide for a significant reductionrecordkeeper varies from 1 hour to 4@he same da

AGENCY: Internal Revenue Service
(IRS), Treasuy.



After consideration of the commentsing and disclosure requirements undealternate payees who did not receive no-
received regarding the proposed regulditle | of ERISA, such as the requirementice in accordance with section 204(h).
tions, the temporary regulations are reto provide a summary of material modifi- At the suggestion of commentators, the
placed and the proposed regulations amations. See sections 102(a) and 104(&hal regulations also address the applica:
adopted as revised by this Treasury deodf ERISA, 29 U.S.C. 1022 and 1024, andion of section 204(h) to a sale of a busi-
sion. the regulations thereunder for guidancaess, as well as its application to plan

Section 204(h) was added to ERISA byn when a summary of material modificamergers and transfers of plan assets an
section 11006(a) of the Single-Employetions must be provided. Section 204(hjiabilities. The final regulations add ex-
Pension Plan Amendments Act of 198®otice must be provided at least 15 daysmples that apply the general principles
(Title XI of Public Law 99-272), and was before the effective date of an amendmemstablished under the regulations to typi-
amended by section 1879(u)(1) of the Tagignificantly reducing the rate of futurecal sales and merger transactions. In re
Reform Act of 1986, Public Law 99-514.benefit accrual, even though a summargponse to one commentator, an example
Pursuant to section 101(a) of the Reorgaf material modifications describing thehas been added to illustrate that a plar
nization Plan No. 4 of 1978, 29 U.S.Camendment is provided at a later date. merger can require notice under sectior
1001nt, the Secretary of the Treasury has 204(h).
authority to issue regulations under partgUmmary of Comments In response to requests by commenta
2 and 3 of subtitle B of title | of ERISA  commentators generally supported thErs for additional guidance on the me-
(including section 204 of ERISA). Underpagic ryles in the proposed and temporagfianics of providing section 204(h) no-
section 104 of Reorganization Plan No. 44 jations, and the final regulations aréice, Q&A-11 has been added providing
the Secretary of Labor retains enforcegubstamia”y similar to the proposed andules that can be relied on to calculate the
ment authorlty with respeCt to parts 2 an mporary regu|ation5_ However, a num15-day notice period. These rules provide
3 of subtitle B of title | of ERISA, but, in per of clarifications have been made in rdhat when section 204(h) notice is deliv-
exercising such authority, is bound by thgp,nse to comments. ered by first class mail, the notice is con-
regulations issued by the Secretary of the g, example, changes have been magidered given as of the date of the Unitec
Treasury. in the rules for cases in which there haStates postmark stamped on the cover ir

In addition to the proposed and t€mpopeen 4 fajlure to notify all affected partici-which the document is mailed.
rary regulations, prior guidance relating,ants in accordance with section 204(h). Commentators also suggested that th
to the requirements of section 204(h) haphe proposed and temporary regulationgiles under the temporary regulations
been provided in Rev. Proc. 94-13 (19945,,,/ided in Q&A-12 that if a plan admin-concerning plan terminations needed to
1 C.B. 566), Notice 90-73 (19902 C.Bigyrator fails to notify more than a de minbe expanded. The final regulations con-
353), Notice 89-92 (1989-2 C.B. 410)inis percentage of affected participantd@in an example illustrating the applica-
Rev. Proc. 89-65 (1989-2 C.B. 786), NOghg pjan administrator is considered t&ion of section 204(h) to certain specific
tice 88-131 (1988-2 C.B. 546), and NOpaye complied with section 204(h) onlysituations that arise when a defined bene
tice 87-21 (1987-1 C.B. 458). with respect to those participants whdit plan cannot be terminated on a pro-
were provided with section 204(h) noticeposed termination date because there is
In response to comments, the final reguldailure to satisfy all of the requirements of

Section 204(h) applies if a defined bentions have added a requirement that tHétle IV of ERISA for terminating the
efit plan or a money purchase pension grlan administrator have acted in goodlan. The example provides, in part, that
other individual account plan that is subfaith in order for this relief to apply. Thus,if all of the requirements of title IV are
ject to the funding standards of sectiomwhere there is an intentional failure to givenot satisfied accruals will still cease if an
302 of ERISA is amended to provide for aection 204(h) notice, the amendment wikmendment has been adopted that ceas
significant reduction in the rate of futurenot be effective as to any participant. ~ accruals as of a specified date and sectio
benefit accrual. It requires the plan ad- In addition, the final regulations pro-204(h) notice of that amendment, includ-
ministrator to give written notice of thevide that the basic rule in Q&A-13 of theing a statement of its effective date, is
amendment to participants in the plan, téinal regulations (that the amendment wilgiven. Apart from this clarification, the
alternate payees, and to employee orgamiot be effective with respect to partici-rule under the temporary regulations con-
zations representing participants in theants or alternate payees who did not reerning terminations under title 1V re-
plan (or to a person designated, in writingseive section 204(h) notice) applies unmains unchanged.
to receive the notice on behalf of a particless the number of participants who were The final regulations, like the proposed
ipant, alternate payee, or employee orgaot provided with section 204(h) notice isand temporary regulations, interpret sec-
nization). The notice must set forth thele minimisand certain other conditionstion 204(h) as applying with respect to
plan amendment and its effective date andiescribed in Q&A-14 of the final regula-changes that affect the annual benefit
must be provided after adoption of theions) are satisfied. Thus, the regulationsommencing at normal retirement age.
amendment and not less than 15 days bearify that, except for the limited circum-The statutory phrase “rate of future bene-
fore the effective date of the amendmentstances set forth in Q&A-14 of the finalfit accrual” implies, on its face, that sec-

A plan amendment that is subject to theegulations relating to certagle minimis tion 204(h) is limited to changes in the
notice requirements of section 204(hjailures to notify, the amendment will notaccrued benefit. Nonetheless, one com
may also be subject to additional reportbe effective with respect to participants omentator suggested that the temporar)

Explanation of Provisions



regulations be changed to require sectidaffective Dates Section 1.411(d)-6 is issued under Re-
204(h) notice when defined benefit plans organization Plan No. 4 of 1978, 29

are amended to significantly reduce or 1€ final regulations apply to amendy, g ¢ 1001nt, * * *

eliminate early retirement subsidies or opM€Nts adopted on or after December 12,

tional forms of benefit. Most commenta-1998' The final regulations provide thag81.411(d)-6T [Removed]

e rules set forth in the temporary regula-
Lors_, howe&/eré g(fenﬁrally Slljpported tdhég';)ns apply to determine whpethe?/se?;tion Par. 2. Section 1.411(d)-6T is re-
asic standard of the regulations un : _ ,
g 204(h) and the final regulations are satidnoved-

hich duction in the rate of future 4 ) i —6 i
Vhien @ reduction in the féed with respect to an amendment that is Par. 3. Section 1.411(d)-6 is added to

benefit accrual depends on whether th . ad as follows:
amendment affects the annual benef dopted before the effective date of thE®

commencing at normal retirement agemalI regulations (and on or after the efgy 411(d)-6 Section 204(h) notice.

Some commentators also noted that thfgcuve date of the temporary regulations).

approach in the proposed and temporagpecial Analyses
regulations would ease plan administra-

tion. Accordingly, the final regulations It has been determined that this Tre
retain the rule 091]‘ %/he proposed gnd temp@ury decision is not a significant fegU|a(EEI?A)(29 UF'{S'C .1054(h)1? f secti
rary regulations that, for purposes of sedory action as defined in EO 12866. 4-h. S(a)t' eggzehmep I;SR(IJS:e‘F lon
tion 204(h), an amendment to a definedherefore, a regulatory assessment is ngd (2)64 ;}ac on (”) o EF (§t?c—
benefit plan affects the rate of future bentequired. It also has been determined thHP? f( )) gene;a y rtetquwest wrl len
efit accrual only if it is reasonably ex-Section 553(b) of the Administrative Pro"° ![ce © 'c?n ?men _me_?_ otce(rjalr:_ plans
pected to change the amount of the futuig@dure Act (5 U.S.C. chapter 5) does ndpa p:owf?st or abS|gnf|.t|can relucslont.m
annual benefit commencing at normal re@PPly to these regulations and because tﬂ%e‘lrﬁ eori u”re enet a::hcrua . etc |gn
tirement age. notice of proposed rulemaking preceding ('d) %e?eral y reqmtre.s etno 'lcte 0 te

The final regulations clarify that thethe regulations was issued prior to MarcH;O\é'e: an?j 2£”|§‘g{;%?1ﬂn§’aﬁ0§;na}rﬁe
term “annual benefit commencing at nor29, 1996, the Regulatory Flexibility ACtpl y dminist tp ¥ : g I.Zd Ith '
mal retirement age” refers, in a defined® U-S-C. chapter 6) does not apply t&'c?ena?te:nzl;gs ?O?]ror:;]se plia%\/;n(:engmnec:t
benefit plan, to the benefit payable in thghese reguiations, and, therefore, a Regg;]d not less t?]an 15 da spbefore the effec-
form in which the terms of the plan ex latory Flexibility Analysis is not required. © date of the bl y d X
press the accrued benefit. In the case of A'rSuant to section 7805(f) of the '”temaﬁlveb aoeﬂ(]) y f an ramei? r:' e:t Other
defined benefit plan that does not expredd€venue Code, the notice of proposed ®) erfr|10 Ice require! ethst et -
the accrued benefit as an annual benefft!!lémaking preceding these regmationgro;/_lsmgs © tz_a]c\(vg]a%/ reqlwre 4 raer a”;
the final regulations provide that the tern{’as submitted to the Chief Counsel foFS’ZL'efzr SXQ%I :2 s%cfilorr)]grioazm;nnd Toinc;f
“annual benefit commencing at normaftdvocacy of the Small Business Admin-ERI’SA and tEe ,re lat th 4

: " iIstration for comment on their impact on " gulations thereunder,
retirement age” refers to the beneflsma” bUSINess for requirements relating to summary plan

Q-1: What are the requirements of sec-
tion 204(h) of the Employee Retirement
dncome Security Act of 1974, as amended

payable in the form of a single life annu- descriptions and summaries of material
ity commencing at normal retirement agyrafting Information modifications.
that is the actuarial equivalent of the ac- Q-2: To which plans does section

crued benefit expressed under the terms The principal author of these regula)og(h) apply?

of the plan under the principles of sectiofions is Christine L. Keller. However, a_». Section 204(h) applies to defined
411(c)(3) (relating to actuarial adjust-other personnel from the IRS and Treasenefit plans that are subject to part 2 of
ments to determine an employee’s acsury Department participated in their degpyitie B of title | of ERISA and to indi-

crued benefit). velopment. vidual account plans that are subject to
Some commentators also suggested 5 ox % % % both such part 2 and the funding standards
that certain bright-line standards be estab- of section 302 of ERISA. Accordingly, in-
lished for some of the rules, includingadoption of Amendments to the dividual account plans that are not subject
how to determine whether an amendmemegulations to the funding standards of section 302,
results in a significant reduction and what ) such as profit-sharing and stock bonus
constitutes ale minimispercentage of ~Accordingly, 26 CFR parts 1 and 602 ans, are not subject to section 204(h).
participants for purposes of the rules rear® amended as follows: Q-3: What is “section 204(h) notice”?
Iatin-g.to failure to provide notice to all PART 1—INCOME TAXES A-3: “Se.ction. 204(h)_ notice” is notice
participants and alternate payees. Be- that complies with section 204(h)and the

cause the wide variety of potential facts Par. 1. The authority citation for part Irules in this section.

and circumstances make it difficult tois amended by removing the entry for Q-4: For which amendments is section
adopt clear standards that are appropriag.411(d)-6T and by adding an entry ir204(h) notice required?

in all circumstances, the final regulationsiumerical order to read as follows: A-4: (a)In general. Section 204(h)
do not include such bright-line standards. Authority: 26 U.S.C. 7805 *** notice is required for an amendment to a



plan described in Q&A-2 of this sectionbenefit accrual is determined without refit provisions; the formula for determin-
that provides for a significant reduction ingard to optional forms of benefit (othering the amount of contributions and for-
the rate of future benefit accrual. than the annual benefit described in pardeitures allocated to participants’ accounts
(b) Delegation of authority to Commis-graph (a) of this Q&A-5), early retirementin an individual account plan; and the ac-
sioner. The Commissioner of Internal benefits, or retirement-type subsidiestuarial assumptions used to determine
Revenue may provide through publicationvithin the meaning of such terms as usecbntributions under a target benefit plan
in the Internal Revenue Bulletin of rev-in section 411(d)(6) of the Code (sectiorfas defined in §1.401(a)(4)-8(b)(3)(i)).
enue rulings, notices, or other document®04(g) of ERISA). The rate of future (b) Plan provisions not taken into ac-
(see 8601.601(d)(2) of this chapter) thabenefit accrual is also determined withoutount. Plan provisions that do not affect
section 204(h) notice need not be proregard to ancillary benefits and othethe rate of future benefit accrual of partic-
vided for plan amendments otherwise dedights or features as defined in §1.401(a)pants or alternate payees are not takel

scribed in paragraph (a) of this Q&A-4(4)-4(e). into account in determining whether there
that the Commissioner determines to be (c) Examples. These examples illus- has been a reduction in the rate of future
necessary or appropriate, as a result ¢fte the rules in this Q&A-5: benefit accrual. For example, provisions
changes in the law, to maintain compli- such as vesting schedules or optiona

. . Example 1A plan is amended with respect to fu- .

ance with the requirements of the Interng| benzﬁt acgruals t0 eliminate a rigﬂt o Comforms_ of ben_eﬁt _(other than the gnnual
Revenue Code of 1986, as amende&fencement of a benefit prior to normal retiremenP€nefit described in Q&A-5(a) of this sec-
(Code) (including requirements for taxage. Because the amendment does not change ti@n) are not taken into account.
qualification), ERISA, or other applicableannual benefit commencing at normal retirement (c) Examples. The following example

federal law. age, it does not reduce the rate of future benefit afjustrates the rules in this Q&A-6:
crual for purposes of section 204(h). '

Q-5: What is an amendment that af* Example 2A plan is amended to modify the ac-  Example A defined benefit plan provides a nor-
fects the rate of _fUture benefit accrual fofyarial factors used in converting an annuity form ofna| retirement benefit equal to 50% of final average
purposes of section 204(h)? distribution to a single sum form of distribution. compensation times a fraction (not in excess of one)

A-5: (a) In general—(1) Defined bene- The use of these modified assumptions results intfe numerator of which equals the number of years
fit plans. For purposes of section 204(h)!ower single sum. Because the amendment does ngtparticipation in the plan and the denominator of
an amendment to a defined benefit PIaflCT.C0ces ol crange i rate of Mitharatar or denomindior of et Toctos st be
affec.ts. t,he rate of future benefit accrualeneiit accrual for purposes of section 204(h).  taken into account in determining whether there has
only if it is reasonably expected to change . been a reduction in the rate of future benefit accrual.
the amount of the future annual benefit Q-6: What plan provisions are taken
commencing at normal retirement ageinto account in determining whether there Q-7: What is the basic principle used in
For this purpose, the annual benefit conhas been a reduction in the rate of futuréetermining whether an amendment pro-
mencing at normal retirement age is thbenefit accrual? vides for a significant reduction in the rate
benefit payable in the form in which the A-6: (a)Plan provisions taken into ac- of future benefit accrual for purposes of
terms of the plan express the accrued beeeunt. All plan provisions that may affect section 204(h)?
efit (or, in the case of a plan in which théhe rate of future benefit accrual of partic- A-7: Whether an amendment provides
accrued benefit is not expressed in thigants or alternate payees must be takdar a significant reduction in the rate of
form of an annual benefit commencing ainto account in determining whether arfuture benefit accrual for purposes of sec-
normal retirement age, the benefit payamendment provides for a significant retion 204(h) is determined based on rea-
able in the form of a single life annuityduction in the rate of future benefit acsonable expectations taking into account
commencing at normal retirement agerual. Such provisions include, for examthe relevant facts and circumstances at th
that is the actuarial equivalent of the acple, the dollar amount or percentage dime the amendment is adopted. For a de
crued benefit expressed under the ternt®mpensation on which benefit accrualined benefit plan this is done by compar-
of the plan, as determined in accordanc&e based; in the case of a plan using peng the amount of the annual benefit com-
with the principles of section 411(c)(3) ofmitted disparity under section 401(l) ofmencing at normal retirement age as
the Code). the Code, the amount of disparity bedetermined under Q&A-5(a)(1) under the

(2) Individual account plansFor pur- tween the excess benefit percentage or eberms of the plan as amended, with the
poses of section 204(h), an amendment t@ss contribution percentage and the baaeount of the annual benefit commencing
an individual account plan affects the ratbenefit percentage or base contributioat normal retirement age as determinec
of future benefit accrual only if it is rea-percentage (all as defined in sectiomnder Q&A-5(a)(1) under the terms of the
sonably expected to change the amound®1(l)); the definition of service or com-plan prior to amendment. For an individ-
allocated in the future to participants’ acpensation taken into account in determindal account plan, this is done in accor-
counts. Changes in the investments or inRg an employee’s benefit accrual; thelance with Q&A-5(a)(2) by comparing
vestment options under an individual acmethod of determining average comperthe amounts to be allocated in the future
count plan are not taken into account fogsation for calculating benefit accruals; théo participants’ accounts under the terms
this purpose. definition of normal retirement age in aof the plan as amended, with the amount:

(b) Determination of rate of future ben-defined benefit plan; the exclusion of curto be allocated in the future to partici-
efit accrual. In accordance with para-rent participants from future participation;pants’ accounts under the terms of the
graph (a) of this Q&A-5, the rate of futurebenefit offset provisions; minimum bene-plan prior to amendment.



Q-8: Are employees who have not yethe former spouse begins receiving retirement bengstrator such as the employer or plan
become participants in a plan at the tim@s under the plan. The alternate payees in the se;stee) may use any method reasonably
an amendment to the plan is adopte;%f‘d group are entitled to a certain percentage or POy - 1ated to ensure actual receipt of the

R . . - tion of the former spouse’s accrued benefit, and for X X X K
taken into account in applying sectionis purpose the accrued benefit was determined 8£Ction 204(h) notice. First class mail to
204(h) with respect to the amendment? the time the qualified domestic relations order waghe last known address of the party is an

A-8: No. Employees who have not yetssued by the court. It is reasonable to expect thaicceptable delivery method. Likewise,

become participants in a plan at the timie Penefits to be received by the second group of gand delivery is acceptable. Section

. ternate payees will not be affected by any reductio . .
an amendment to the plan is adopted €2 former spouse’s rate of future benefit accrua?O4(h) notice may be enclosed with or

not taken into account in applying sectiof\ccordingly, the plan administrator is not requiredc@mbined with other notice provided by
204(h) with respect to the amendmento provide section 204(h) notice to the alternate pajthe employer or plan administrator. For
Thus, if section 204(h) notice is requireces in the second group. example, a notice of intent to terminate
with respect to an amendment, the plan Example 3.Plan B covers hourly employees andnder title IV of ERISA or a notice to in-

L . . _salaried employees. Plan B provides the same rat - o
administrator need not provide section. . s accrual for both groups. The employe rested parties of the application for a de-

204(h) notice to such employees. amends Plan B to reduce significantly the rate of fut?rmination Iette_r may also serve as sec-
Q-9: If section 204(h) notice is re-ture benefit accrual of the salaried employees oni§ion 204(h) notice if it otherwise meets
quired with respect to an amendmen#t that time, it is reasonable to expect that only ghe requirements of this section.

must such notice be provided to particiS™a!l percentage of hourly employees will become 312 How may the 15-day notice re-
fsalarled in the future. Accordingly, the plan admin-_ . ofiad D
pants or alternate payees whose rate of fii; quirement be satisfied~

. - trator is not required to provide section 204(h) no .
ture benefit accrual is not reduced by thgee to the participants who are currently hourly em- A12 (&) Generally. A section 294(h)
amendment? ployees. notice is deemed to have been provided at
A-9: (a)In general.Aplan administra-  Example 4.Plan C covers employees in Divisionleast 15 days before the effective date of
tor need not provide section 204(h) notic%q and employees in Division N. Plan C provideshe amendment if it has been provided by

L. e same rate of benefit accrual for both groups. Tl
to any participant whose rate of future‘employer amends Plan C to reduce significantly th fle end of the 15th day before the effec-

benefit accrual is reasonably expected nelte of future benefit accrual of employees in Divi_t!ve date. When noticg is .deliver'ed by
to be reduced by the amendment, nor tgon M. At that time, it is reasonable to expect thafirst class mail, the notice is considered
any alternate payee under an applicabje the future only a small percentage of employeegrovided as of the date of the United

qualified domesii reatons order whosd, TSen L Lbe ensien o Dun . States postmark stamped on the cover i
rate of future benefit accrual is reasonrdblkfrovide section 204(h) notice to the participants th\lhICh the document is mailed.

expected not to be reduced by the amengle employees in Division N. (b) Example. The following example
ment. A plan administrator need not pro- Example 5.The facts are the same facts ain  illustrates the provisions of this Q&A-12:

vide section 204(h) notice to an emp|0yeémple 4,except that at the time the amendment is Example. Plan A ded to red it
At dopted, it is expected that soon thereafter Division . IS amended 1o reduce signiti-
organization unless the employee organ[; will be merged into Division M in connection with cantly the rate of future benefit accruals effective

Zatiqn represents a pa'rticipan't to whorg corporate reorganization (and the employees in DRecember 1, 1999. The plan administrator causes
section 204(h) notice is required to beision N will become subject to the plan’'s amendegection 204(h) notice to be mailed to all affected par-
provided. benefit formula applicable to the employees in Divificipants. The mailing is postmarked November 16,
(b) Facts and circumstances testsion M). Inthis instance, the plan administrator must999. Accordingly, the section 204(h) notice is con-
. nrovide section 204(h) notice to the participants whéidered to be given not less than 15 days before the
Whether a.partlmpant or altemat.e payee ggre employees in D(ivi)sion M and topthe pgrticipant§ffective date of the plan amendment.
_descrlbed_ in paragraph (a) of this Q&A-9, g are employees in Division N. o .
is determined based on all relevant facts Q-13: If a plan administrator fails to
and circumstances at the time the amend-Q-10: Does a notice fail to comply withprovide section 204(h) notice to some
ment is adopted. section 204(h) if it contains a summary oparticipants or alternate payees, will the
(c) Examples.The following examples the amendment and the effective datglan administrator be considered to have
illustrate the rules in this Q&A-9: without the text of the amendment itself? complied with section 204(h) with respect
pli€ p
. ~_A-10: No, the notice does not fail toto participants and alternate payees who
Example 1Plan Ais amended to reduce signifi- )y with section 204(h) merely be-were provided with section 204(h) notice?

cantly the rate of future benefit accrual of all current . . o .
Y gause the notice contains a summary of A-13: The plan administrator will be

§L“np;f,.y§ ics, szg:(f g:;g.ps:ttshg EZ‘ZIE'Z'L'd'tC'iTJSme amendment, rather than the text of theonsidered to have complied with section
stances that the amendment will not reduce the ramendment, if the summary is written in 204(h) with respect to a participant to
of future benefit accrual of former employees whananner calculated to be understood by thehom section 204(h) notice is required to
Slrgy‘;g?gg ;er‘;eé‘gzgek;e;e\‘ji g;ga:n‘gf;‘;rmg;“:'_verage plan participant and contains thee provided if the participant and any em-
ingly, the plan administrator is not required o pro_ef“fective date. The summary need not eyployee organization representing the par-
vide section 204(h) notice to such formerdlain how the individual benefit of eachticipant were provided with section
employees. participant or alternate payee will be af204(h) notice, and if the plan administra-
Example 2.The facts are the same afixample  fected by the amendment. tor has made a good faith effort to comply
1 except that Plan A also covers two groups of alter- 3_17: How may section 204(h) noticewith the requirements of section 204(h).
Z?eteeﬁﬁﬁgssb thezgﬁ:n; éreczﬁfaeges (')': g;ftfgst O%r;iife provided? The plan administrator will be considered
former spouse’s accrued benefit, and for this pur- A-11: A plan administrator (including a to have complied with section 204(h) with

pose the accrued benefit is determined at the tinfgerson acting on behalf of the plan admirrespect to an alternate payee to whom sec



tion 204(h) notice is required to be pro- Example 1Corporation Q maintains Plan A, a  A-16: (a) General rule—(1) Rule. An
vided if the alternate payee was providefefined benefit plan that covers all employees ohmendment providing for the cessation of

. . . . Corporation Q, including employees in its Division . .
with section 204(h) notice, and if the plany, "5, A provides that participating employeesbeneflt accruals on a specified future date

administrator made a good faith effort tQease to accrue benefits when they cease to be e#1d for the termination of a plan is subject
comply with the requirements of sectiorployees of Corporation Q. On January 1, 2000, Cot0 section 204(h).
204(h). If these conditions are satisfiedoration Q sells all of the assets of Division M to  (2) Example. The following example

the amendment will become effective jrf-0rPoration R. Corporation R maintains Plan Bjjjystrates the rule of paragraph (a)(1) of
L . which covers all of the employees of Corporation . .

accordance with its terms with respect ®nder the sale agreement, employees of DivisionRV\B{1Is Q&A-16:

the participants and alternate payees #ecome employees of Corporation R on the date of Eyxample (i) An employer adopts an amendment

whom section 204(h) notice was pro+he sale (and cease to be employees of Corporatigiat provides for the cessation of benefit accruals

vided. Except to the extent provided irf?), Corporation Q continues to maintain Plan A folynger a defined benefit plan on December 31, 2001,

Q&A-14, the amendment will not becom lowing the sale, and the employees of Division Myng for the termination of the plan pursuant to title

; ) o ecome participants in Plan B. In this Example, ngy of ERISA as of a proposed termination date that
effective with respect to those participantgection 204(h) notice is required because no PI38 also December 31, 2001. As part of the notice of

and alternate payees who were not pramendment was adopted that reduced the rate of fiyent to terminate required under title IV in order to

vided with section 204(h) notice. ture benefit accrual. The employees of Division Merminate the plan, the plan administrator gives sec-
Q-14: Will a plan be considered toWho become employees of Corporation R ceased {@n 204(h) notice of the amendment ceasing accru-
have complied with section 204(h) if th accrue benefits under Plan A because their employis which states that benefit accruals will cease “on

o ) NEment with Corporation Q terminated. December 31, 2001.” However, because all the re-
plan administrator provides section Example 2Subsidiary Y is a wholly owned sub- quirements of title IV for a plan termination are not

204(h) notice to all but a de minimis persidiary of Corporation S. Subsidiary Y maintainssaisfied, the plan cannot be terminated until a date
centage of participants and alternate pat.an C. a defined benefit plan that covers employeggat is later than December 31, 2001.

ge of particip p 2 : ! ) _
ees to whom section 204(h) notice musgti Subsidiary Y. Corporation S sells all of the stock (jjy Nonetheless, because section 204(h) notice

. Subsidiary Y to Corporation T. At the effective\as given stating that the plan was amended to
be provided? date of the sale of the stock of Subsidiary Y, in accease accruals on December 31, 2001, section
A-14: The plan will be considered tocordance with the sale agreement between Corporgg(h) does not prevent the amendment to cease ac-
have complied with section 204(h) andion S and Corporation T, Subsidiary Y amends Plagryals from being effective on December 31, 2001.
the amendment will become effective irf %8 1% 5 PR S8 L EEEE o b esut would be (he same had (e secton 204(0)
L . ice infor participants plan was
accord‘_”mce with its terms with reSpeCF tQause Subsidiary Y adopted a plan amendment thathended to provide for a proposed termination date
all parties to whom section 204(h) noticeignificantly reduced the rate of future benefit acof December 31, 2001, and to provide that “benefit
was required to be provided (includingerualin Plan C. accruals will cease on the proposed termination date
those who did not receive notice prior to Example 3Corporation U m_ai_nt_ains two plans: whether or not the plan is terminated on that date.”
Plan D covers employees of Division N and Plan Eowever, the cessation of accruals would not be ef-

iscovery of the omission), if the plan ad- ' 3 .
discovery of the omission), if the plan ad, e the rest of the employees of Corporation Uective on December 31, 2001, had the section

ministrator— Plan E provides a significantly lower rate of future204(h) notice merely stated that benefit accruals
(a) Has made a good faith effort taenefit accrual than Plan D. Plan D is merged wityould cease “on the termination date” or “on the

comply with the requirements of sectiorf!an E, and all of the employees of Corporation Wroposed termination date.”
204(h); will accrue benefits under the merged plan in accor-

. . . _dance with the benefit formula of former Plan E. In  (b) Terminations in accordance with
(b) Has provided section 204(h) noticgy;s Example, section 204(h) notice is required.  title |V of ERISA. A plan that is termi-

to each employee organization that repre- i intai . . .
conts amy Dartieioant 6 Whom sectioman nucing Pl F which tovars ampioyecs Ja1€d in accordance with title IV of
yp P ’ ' RISAis deemed to have satisfied section

[N ; ; . Division P. Plan F provides that participating em- > ’
Zo(élc()hlhggt;;ﬁéz ;‘;q;gs%gost;it?orzvé%i?li])zloyees cease to accrue further benefits under ti?é)4(h) not later than the termination date

) O lan when they cease to be employees of Corporer date of termination, as applicable) es-
notice to no more than a de minimis pefon V. Corporation V sells all of the assets of Divi-taplished under section 4048 of ERISA.

g B aosees St e s eateiny g ccOrdnG. secion 204(h) would n no

eﬁﬁ(:g tvc\)l boem rsc)?/?(tjlg(rj] and( ) notice is 1 rate of future benefit accrual than Plan F. Plan F @Vem require that any.add't'onal benefits

q ) P L . merged with Plan G as part of the sale, and emplo@icCrue after the effective date of the ter-
(d) Prov!d_es section 204(h) notice tQues of Division P who become employees of Corpamination.

those participants and alternate payeesion W will accrue benefits under the merged plan (c) Amendment effective before termi-

promptly upon discovering the oversight.in accordance with the benefit formula of forme_rnation date of a plan subject to title IV of

-15: How does section 204(h) appl lan G. In this Example, no section 204(h) notice i
Q (h) app )}:equired because no plan amendment was adoptedXl SA- TO the extent that an amendment

H 9 . . . .pe . .
to the sale of a business _that reduced the rate of future benefit accrual. Unddroviding for a significant reduction in
A-15: (a) Generally. Whether section the terms of Plan F as in effect prior to the mergethe rate of future benefit accrual has an ef-
204(h) notice is required in connectioremployees of Division P cease to accrue any furthective date that is earlier than the termi-
with the sale of a business depends dignefits under Plan F after the date of the Sa'ﬁation date (or date of termination, as ap-

whether a plan amendment is adopted th%?ﬁgfesi their employment with Corporation V ter ;- able) established under section 4048

significantly reduces the rate of future of ERISA, that amendment is subject to
benefit accrual. Q-16: How are amendments to ceassection 204(h). Accordingly, the plan ad-

(b) Examples.The following examples accruals and terminate a plan treatehinistrator must provide section 204(h)
illustrate the rules of this Q&A-15: under section 204(h)? notice (either separately or with or as part



of the notice of intent to terminate) with§602.101 OMB Combl numbers.
respect to such an amendment.
Q-17: When does section 204(h) be-

* * x * %

come éfective? (c)x**

A-17: (8 Statutory effective date.
With respect to defined benefit plans, seqFR part or sectio Current OMB
tion 204(h) generally applies to planynere identified control No.

amendments adopted on or after Januaghq described
1, 1986 With respect to individual ac-

count plans, section 204(h) applies to plan * ok ok k%

amendments adopted on or after October

22,1986. 141(d)-6 ............. 1545-1447
(b) Regulatory effective dat—(1) Gen- x % % % %

eral regulatory effective date This sec-
tion is applicable for amendments

adopted on or after December 12, 1998. Robert EWenzel,
(2) Special rule for amendments Deputy Commissioner of
adopted under the temporaggulations. Internal Revenue.

Whether an amendment that is adopted on
or after December 15, 1995 and befor&pproved December 4, 1998.
December 12, 1998 complies with section

204(h) is determined under the rules of JonatharTalisman,
section 1.41(d)-6T in effect prior toDe- Deputy AssistanSecetay of
cembe 14, 198 (See §1.41(d)- 6T in 26 the Treasuy.

CFR Part 1 revised a$ April 1, 1998). (Filed by the Gfice of the Federal Register on De-

cemberll, 1998, 8:45 a.m., and published in th
PART 602—OMB CONTROL issue of the Federal Register for December 14, 19

NUMBERS UNDER THE 63F.R. 68678)
PAPERWORK REDUCTION ACT

Pa. 4. The authority citation for part
602 continues to read as follows:

Authority: 26 U.S.C. 7805.

Pa. 5. In 8602.101, the table in para-
graph (c) is amended by removing the
entry for 1.41(d)6-T and by adding an
entry in numerical order to read addals:



