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Drafting Information: The principal author
of these regulations is Betty J. Clary, Office
of the Associate Chief Counsel (Employee
Benefits and Exempt Organizations), IRS.
However, other personnel from the IRS and
Treasury Department participated in their
development.

List of Subjects

26 CFR Part 1

Income taxes, Reporting and
recordkeeping requirements.

26 CFR Part 602

Reporting and recordkeeping
requirements.

Adoption of Amendments to the
Regulations

Accordingly, 26 CFR parts 1 and 602
are amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation
for part 1 is amended by adding an entry
for Section 1.411(d)–6T to read as
follows:

Authority: 26 U.S.C. 7805. * * *

Section 1.411(d)–6T also issued under
Reorganization Plan No. 4 of 1978, 29
U.S.C. 1001nt. * * *

Par. 2. § 1.411(d)–6T is added to read
as follows:

§ 1.411(d)–6T Section 204(h) notice.
Q–1: What are the requirements of

section 204(h) of the Employee
Retirement Income Security Act of 1974,
as amended (ERISA)?

A–1: (a) Requirements of section
204(h). Section 204(h) of ERISA
generally requires written notice of an
amendment to certain plans that
provides for a significant reduction in
the rate of future benefit accrual.
Section 204(h) generally requires the
notice to be provided to plan
participants, alternate payees, and
employee organizations. The plan
administrator must provide the notice
after adoption of the plan amendment
and not less than 15 days before the
effective date of the plan amendment.

(b) Other notice requirements. Other
provisions of law may require that
certain parties be notified of a plan
amendment. See, for example, sections
102 and 104 of ERISA, and the
regulations thereunder, for the
requirements relating to summary plan
descriptions and summaries of material
modifications.

Q–2: To which plans does section
204(h) of ERISA apply?

A–2: Section 204(h) of ERISA applies
to defined benefit plans subject to part
2 of subtitle B of title I of ERISA and to
individual account plans subject to such

part 2 and to the funding standards of
section 302 of ERISA. Accordingly,
individual account plans that are not
subject to the funding standards of
section 302, such as profit-sharing and
stock bonus plans, are not subject to
section 204(h).

Q–3: What is section 204(h) notice?
A–3: Action 204(h) notice is notice

that complies with section 204(h) of
ERISA and the rules in this section.

Q–4: For which amendments is
section 204(h) notice required?

A–4: (a) In general. Section 204(h)
notice is required for an amendment to
a plan described in Q&A–2 of this
section that provides for a significant
reduction in the rate of future benefit
accrual.

(b) Delegation of authority to
Commissioner. The Commissioner of
Internal Revenue may provide through
publication in the Internal Revenue
Bulletin of revenue rulings, notices, or
other documents (see § 601.601(d)(2) of
this chapter) that section 204(h) notice
need not be provided for plan
amendments otherwise described in
paragraph (a) of this Q&A–4 that the
Commissioner determines to be
necessary or appropriate, as a result of
changes in the law, to maintain
compliance with the requirements of the
Internal Revenue Code of 1986, as
amended (Code) (including
requirements for tax qualification),
ERISA, or other applicable federal law.

Q–5: What is an amendment that
affects the rate of future benefit accrual
for purposes of section 204(h) of ERISA?

A–5: (a) In general—(1) Defined
benefit plans. For purposes of section
204(h) of ERISA, an amendment to a
defined benefit plan affects the rate of
future benefit accrual only if it is
reasonably expected to change the
amount of the future annual benefit
commencing at normal retirement age.

(2) Individual account plans. For
purposes of section 204(h), an
amendment to an individual account
plan affects the rate of future benefit
accrual only if it is reasonably expected
to change the amounts allocated in the
future to participants’ accounts.
Changes in the investments or
investment options under an individual
account plan are not taken into account
for this purpose.

(b) Determination of rate of future
benefit accrual. In accordance with
paragraph (a) of this Q&A–5, the rate of
future benefit accrual is determined
without regard to optional forms of
benefit (other than the annual benefit
described in paragraph (a) of this Q&A–
5), early retirement benefits, or
retirement-type subsidies, within the
meaning of such terms as used in

section 411(d)(6) of the Code (section
204(g) of ERISA). The rate of future
benefit accrual is also determined
without regard to ancillary benefits and
other rights or features as defined in
§ 1.401(a)(4)–4(e).

(c) Examples. These examples
illustrate the rules in this Q&A–5:

Example 1. A plan is amended with
respect to future benefit accruals to eliminate
a right to commencement of a benefit prior
to normal retirement age. Because the
amendment does not affect the annual benefit
commencing at normal retirement age, it does
not reduce the rate of future benefit accrual
for purposes of section 204(h).

Example 2. A plan is amended to modify
the assumptions used in converting an
annuity form of distribution to a single sum
form of distribution. The use of these
modified assumptions results in a lower
single sum. Because the amendment does not
affect the annual benefit commencing at
normal retirement age, it does not reduce the
rate of future benefit accrual for purposes of
section 204(h).

Q–6: What plan provisions are taken
into account in determining whether
there has been a reduction in the rate of
future benefit accrual?

A–6: (a) Plan provisions taken into
account. All plan provisions that may
affect the rate of future benefit accrual
of participants or alternate payees must
be taken into account in determining
whether an amendment provides for a
significant reduction in the rate of
future benefit accrual. Such provisions
include, for example, the dollar amount
or percentage of compensation on which
benefit accruals are based; in the case of
a plan using the permitted disparity
under section 401(l) of the Code, the
amount of disparity between the excess
benefit percentage or excess
contribution percentage and the base
benefit percentage or base contribution
percentage (all as defined in section
401(l)); the definition of service or
compensation taken into account in
determining an employee’s benefit
accrual; the method of determining
average compensation for calculating
benefit accruals; the definition of
normal retirement age in a defined
benefit plan; the exclusion of current
participants from future participation;
benefit offset provisions; minimum
benefit provisions; the formula for
determining the amount of
contributions and forfeitures allocated
to participants’ accounts in an
individual account plan; and the
actuarial assumptions used to determine
contributions under a target benefit plan
(as defined in § 1.401(a)(4)–8(b)(3)(i)).

(b) Plan provisions not taken into
account. Plan provisions that do not


