
 1 

BACK-TO-BASICS 
 

TABLE OF CONTENTS 
 
 
  PAGE 
 SUBJECTS NUMBER
 
MODULE 1 OVERVIEW OF TYPES OF PLANS, DOCUMENTS, GUIDANCE 
 
  Background ..................................................................................... 3 
  Qualified Retirement Plans .............................................................. 3 
  Defined Benefit and Defined Contribution Concepts......................... 5 
  Plans That Are Not Qualified Plans .................................................. 7 
  Basic Rules for Qualification............................................................ 8 
  Disqualification; EPCRS................................................................... 11 
  Internal Revenue Code Pronouncements & Law Changes ................. 13 
  ERISA; Other Laws .......................................................................... 16 
  Government Agencies ...................................................................... 17 
  Fiduciaries and Parties to a Plan...................................................... 19 
  Plan Documents .............................................................................. 22 
  Restatement Cycles.......................................................................... 25 
  Code Section 401(a) ......................................................................... 28 
 
 
MODULE 2 ELIGIBILITY, PARTICIPATION AND COVERAGE 
 
  Eligibility Overview .......................................................................... 2 
  Statutory Guidelines – Service, Age and Classification ..................... 13 
  Participation .................................................................................... 17 
  Entry Dates ..................................................................................... 18 
  Automatic Enrollment...................................................................... 21 
  Rehires . .......................................................................................... 23 
  Plan Amendment ............................................................................. 27 
  Coverage Overview ........................................................................... 27 
  -Excludable Employees ................................................................. 28 
  -Ratio Percentage Test................................................................... 29 
  -Plans That Automatically Pass..................................................... 30 
 
 
MODULE 3 VESTING, CONTRIBUTIONS, ALLOCATIONS 
 
  VESTING...................................................................................2 
 
  Background ..................................................................................... 2 
  Statutory Rules, PPA........................................................................ 3 
  Service Exclusions ........................................................................... 9 
  Five-Year Break-In-Service............................................................... 16 
  Forfeitures ....................................................................................... 19 
  Buyback Rules................................................................................. 20 
  Full Vesting Requirements ............................................................... 21 
 
  DC PLAN CONTRIBUTIONS AND ALLOCATIONS .........................21 
 
  Profit Sharing and Money Purchase ................................................. 21 
  Employee Contributions................................................................... 23 
  Employer Contributions................................................................... 27 
  Eligibility for ER Allocations............................................................. 29 
  Allocating ER Contributions............................................................. 31 

 
5/09 



 2 

  PAGE 
 SUBJECTS NUMBER
 
 
MODULE 4 415 LIMITATION, POST SEVERANCE, DEDUCTIONS, ANTIALIENATION 
 
  Annual Limitations (415) ................................................................. 2 
  -Post-Severance Compensation ..................................................... 6 
  Annual Deductions (404) ................................................................. 10 
  The Trust Fund, Plan Investments ................................................... 17 
  Antialienation [401(a)(13)] ................................................................ 18 
  Bankruptcy Law of 2005.................................................................. 20 
 
 
MODULE 5 TOP HEAVY, KEY EMPLOYEES, FAMILY ATTRIBUTION, HCEs 
 
  Top Heavy Plans (416)...................................................................... 2 
  Account Balance on Determination Date.......................................... 4 
  Top Heavy Example ......................................................................... 11 
  Aggregation of Plans ........................................................................ 13 
  Minimum Vesting and Minimum Benefits ........................................ 16 
  Plans Exempt from Top Heavy Rules................................................ 23 
  Key Employees................................................................................. 24 
  Family Attribution, Code Section 318(a)........................................... 27 
  Highly Compensated Employees ...................................................... 32 
  Top Paid Group Election .................................................................. 36 
 
 
MODULE 6 PLAN REPORTING & DISCLOSURE 
 
  ERISA Disclosures ........................................................................... 2 
  -SPD, SMM, SAR 
  Enrollment Communications ........................................................... 9 
  Notice Requirements ........................................................................ 11 
  Pension Protection Act Disclosures/Notices ..................................... 18 
  -Divestiture of Employer Stock...................................................... 19 
  -Benefit Statements ...................................................................... 20 
  -QDIA Notice ................................................................................. 22 
  Government Reporting ..................................................................... 24 
  Form 5500 Basics............................................................................ 26 
  Penalties for Not Filing, DFVCP........................................................ 32 
  Bonding, Small Plan Audit Rules ..................................................... 34 
  Electronic Communications, ERISA Record Retention Rules ............ 34 
 
 
MODULE 7 QUALIFIED PLAN DISTRIBUTIONS 
 
  Eligible Rollover Distributions.......................................................... 2 
  General Distributions Rules............................................................. 7 
  Triggering (Distribution) Event ......................................................... 10 
  Triggering Events -- Elective Deferrals ............................................. 13 
  Successor 401(k) Plan Rule.............................................................. 14 
  In-Service Distributions ................................................................... 15 
  Tax Implications and Reporting........................................................ 18 
  Early Distribution Penalty; Exceptions............................................. 20 
  Compliance Issues........................................................................... 21 
  Retirement, Separation from Service ................................................ 22 
  Cash Out Rules ............................................................................... 24 
  QJSA .... .......................................................................................... 26 
  Disability ......................................................................................... 29 
  PPA Changes ................................................................................... 30 
  Portability ........................................................................................ 33 
 



 3 

 
  PAGE 
 SUBJECTS NUMBER
 
 
MODULE 8 REQUIRED MINIMUM DISTRIBUTIONS AND DECEASED PAYOUTS 
 
  Overview.......................................................................................... 2 
  Required Beginning Date (RBD) ....................................................... 6 
  IRS Uniform Lifetime Table .............................................................. 12 
  Calculating the RMD........................................................................ 15 
  50% Penalty on Insufficient Payments ............................................. 20 
  Aggregating RMDs ........................................................................... 21 
  RMD Not Eligible for Rollover and Other Scenarios .......................... 23 
  Revenue Ruling 2004-12, Designated Roth ...................................... 25 
  WRERA Suspends 2009 RMD .......................................................... 26 
  Beneficiary Options.......................................................................... 30 
 
 
MODULE 9 CASH OR DEFERRED ARRANGEMENTS; 402(k)S 
 
  Final 401(k) Regulations, CODA Requirements ................................ 2 
  Elective Deferrals, 402(g) ................................................................. 8 
  Catch-up Contributions ................................................................... 9 
  Matching Contributions ................................................................... 17 
  Final Catch-Up Regulations ............................................................. 26 
  Deferral Deposit Deadline ................................................................ 31 
  One Person 401(k) ........................................................................... 32 
  Excess Deferrals, Otherwise Excludable, After-tax Contributions, 
  Designated Roth ........................................................................... 34 
 
 
MODULE 10 DESIGNATED ROTH ACCOUNTS; OVERVIEW OF CROSS-TESTING 
 
  DESIGNATED ROTH ACCOUNTS................................................2 
 
  Background ..................................................................................... 2 
  Effective Date................................................................................... 3 
  Required Conditions ........................................................................ 4 
  Benefits and Attributes of a Roth Deferral........................................ 5 
  Operational Issues........................................................................... 8 
  “Qualified” Distributions .................................................................. 11 
  The 5-Year Clock ............................................................................. 15 
  Direct Rollovers ............................................................................... 19 
  Participant Distributions ................................................................. 21 
  Test Corrections............................................................................... 25 
  Miscellaneous Issues ....................................................................... 27 
 
  OVERVIEW OF CROSS-TESTING................................................31 
 
  Introduction..................................................................................... 31 
  General Issues ................................................................................. 32 
  Gateway Rules ................................................................................. 32 
  Testing for Nondiscrimination .......................................................... 37 
  Prototype Plan LRMs........................................................................ 38 
 
 



 4 

 
  PAGE 
 SUBJECTS NUMBER
 
 
MODULE 11 ADP/ACP TESTING 
 
  Overview/Background ..................................................................... 2 
  Definitions ....................................................................................... 3 
  Current Year and Prior Year Testing Methods .................................. 8 
  Timing of Amendments .................................................................... 11 
  Testing Calculations ........................................................................ 12 
  Timeline for Handling Testing Corrections........................................ 19 
  Correcting Failed Tests by Qualified Contributions .......................... 21 
  -QNECs/QMACs 
  Correcting Failed Tests by Refund, Other Scenarios......................... 25 
  Avoiding Testing Problems ............................................................... 29 
  Other Testing Changes from 401(k) Regs. ........................................ 31 
  Testing FAQs ................................................................................... 33 
 
  ADP & ACP TESTING OUTLINE 
  Part One – Overview of Antidiscrimination Testing ........................ 1 
  Part Two – Dealing with Corrections for Excess Amounts .............. 12 
  Charts – Excess Contributions Corrected ...................................... 26 
 
 
MODULE 12 401(k) SAFE HARBOR PLANS, SIMPLE PLANS 
 
  SAFE HARBOR PLANS...............................................................2 
   
  Concept and Guidance..................................................................... 2 
  ADP Test Safe Harbor ...................................................................... 3 
  ACP Test Safe Harbor....................................................................... 5 
  401(k) Safe Harbor Requirements .................................................... 9 
  401(k) Safe Harbor FAQs ................................................................. 17 
  QACA Safe Harbor ........................................................................... 23 
 
  SIMPLE PLANS – IRA & 401(k)...................................................25 
 
  Purpose .......................................................................................... 26 
  Two Types........................................................................................ 26 
  100 or Less Employees .................................................................... 27 
  Deferral Limits................................................................................. 28 
  Exclusive Plan Rule ......................................................................... 28 
  Calendar Year Requirement ............................................................. 29 
  Vesting . .......................................................................................... 30 
  Eligibility ......................................................................................... 30 
  Excludable Employees ..................................................................... 30 
  Employer Contributions................................................................... 31 
  Timing of Contributions ................................................................... 32 
  Distributions ................................................................................... 32 
  Rollovers.......................................................................................... 33 
  Loans.... .......................................................................................... 33 
  Notice Requirements ........................................................................ 33 
  Reporting Requirements................................................................... 34 
  Designated Financial Institution ...................................................... 34 
  SIMPLE IRA –Employer Advantages ................................................. 34 
 



 5 

  PAGE 
 SUBJECTS NUMBER
 
MODULE 13 AUTOMATIC ENROLLMENT 
 
  Introduction..................................................................................... 1 
  Automatic Enrollment Plans Before 2008......................................... 3 
  PPA of 2006 Creates New Automatic Contribution Arrangement....... 5 
  Eligible Automatic Contribution Arrangement.................................. 7 
  Qualified Automatic Contribution Arrangement ............................... 14 
  Default Investments......................................................................... 23 
  Notice Requirements of the Final Regulations .................................. 24 
  FAQs .... .......................................................................................... 28 
 
MODULE 14 QUALIFIED DEFAULT INVESTMENT ARRANGEMENTS (QDIAs) 
  AND 401(k) DISCLOSURES 
 
  QDIA Background – Pension Protection Act of 2006 ......................... 2 
  QDIA Investment Categories ............................................................ 4 
  Conditions for Fiduciary Relief ......................................................... 8 
  Plan Fiduciaries Responsibilities...................................................... 12 
  QDIA Notice ..................................................................................... 13 
  FAB 2008-3, QDIA FAQs.................................................................. 17 
  Automatic Enrollment Notice ........................................................... 26 
  Notice of Divestiture of Employer Stock............................................ 27 
  DC Benefit Statements..................................................................... 30 
  Safe Harbor 401(k) Notice ................................................................ 32 
  Blackout Notice ............................................................................... 34 
  Other Notices................................................................................... 36 
  Information on Disclosures .............................................................. 38 
 
MODULE 15 PARTICIPANT LOANS 
 
  General Loan Rules.......................................................................... 2 
  Plans and Documents...................................................................... 7 
  Maximum and Minimums................................................................ 10 
  Repayment Period, Interest, Security ............................................... 14 
  Loan Defaults and Offsets................................................................ 16 
  Tax Issues and Withholding............................................................. 21 
  Other Laws Impacting Loans – FMLA, TILA, BAPCPA ....................... 24 
  Prohibited Transactions, Plan Qualification Issues........................... 26 
  Correcting Loan Problems, EPCRS ................................................... 28 
  Final Loan Regulations, Effective 2004 ............................................ 31 
  -Military Service Issues ................................................................. 31 
  -Loan After a Defaulted Loan......................................................... 32 
  -Refinancing ................................................................................. 32 
  -Unlimited Number of Loans, Credit Card Loans ........................... 35 
  -Electronic Signatures................................................................... 36 
 
MODULE 16 DISTRIBUTABLE EVENTS, IN-SERVICE AND HARDSHIPS 
 
  General Distributions Rules............................................................. 2 
  Triggering (Distribution) Event ......................................................... 5 
  Triggering Events for Elective Deferrals............................................ 9 
  Successor 401(k) Plan Rule.............................................................. 9 
  In-Service Distributions ................................................................... 10 
  Hardship Distribution...................................................................... 14 
  Tax Implications and Reporting........................................................ 23 
  Early Distribution Penalty; Exceptions............................................. 25 
  Compliance Issues........................................................................... 26 
  Retirement, Separation from Service ................................................ 27 
  Cash Out Rules ............................................................................... 29 



 6 

 
  PAGE 
 SUBJECTS NUMBER
 
 
ACRONYMS AND GLOSSARY 
 
  Acronyms ........................................................................................ 1 
  Glossary .......................................................................................... 5 
 
 
RESOURCES  
 

Chart of Retirement Plans................................................................R1 
IRC Section 401(a) ...........................................................................R2 
Six-Year and Five-Year Cycle for Restatement ..................................R3 
IRS and Social Security Cost-Of-Living Adjustments (COLA) ............R4 
Top 10 Websites to Check Out .........................................................R5 
Vesting After a Five-Year Break-In-Service .......................................R6 
Buyback Rules.................................................................................R7 
Allocation Examples.........................................................................R8 
Excess Annual Addition ...................................................................R9 
Key Employee ..................................................................................R10 
Quarterly Statement Concept...........................................................R11 
Record Retention Guidelines............................................................R12 
Eligible Rollover Distributions..........................................................R13 
Portability Chart ..............................................................................R14 
Uniform Lifetime Table.....................................................................R15 
Beneficiary Options 2009 
   Death Before Participant Reached Required Beginning Date .........R16.1 
   Death On or After Participant Reached Required Beginning Date ..R16.2 
Life Expectancy Tables 1 & 2 ...........................................................R17 
Spouse Beneficiary Rules 2009 ........................................................R18 
Spouse Beneficiary – “Stretch IRA” Concept .....................................R19 
Nonspouse Beneficiary.....................................................................R20 
401(k) and SIMPLE Elective Deferral Limits .....................................R21 
Excess Deferral (§402(g) Limit) .........................................................R22 
Sole Proprietor 401(k) Concept.........................................................R23 
Roth Distribution Final Regulations, Highlights of the  
   Rollover Rules...............................................................................R24 
Discount and Accumulation Factors Tables 1 –4..............................R25 
Safe Harbor 401(k) Chart ADP and ACP Contributions.....................R26 
SIMPLE IRA, SIMPLE 401(k) and Safe Harbor 401(k)  
   Comparison Chart ........................................................................R27 
Automatic Enrollment Charts ..........................................................R28 

Safe Harbor 401(k)/QACA Comparison Chart 
EACA, QACA, ACA Chart 

Notice of Automatic Enrollment in a Safe Harbor 401(k) Plan...........R29 
Calendar of IRS Filing and DOL 5500 Deadlines ..............................R30 
Calendar of Participant Communications.........................................R31 
Sample DOL Blackout Notice ...........................................................R32 
Plan Loan Calculation......................................................................R33 
Compensation and Limitation Charts 
Chart 1: A Short Plan Year as of 2009 & 
Chart 2: Participant Entering a Plan After the First Day of a  
   Full Plan Year ...............................................................................R34 
Pension Protection Act (PPA) Effective Date List ...............................R35 
Heroes Earnings Assistance and Relief Tax Act of 2008 (HEART)......R36 
Emergency Economic Stabilization Act of 2008 (EESA) ....................R37 
Worker, Retiree & Employer Recovery Act of 2008 (WRERA).............R38 

 
 


	MODULE 3 VESTING, CONTRIBUTIONS, ALLOCATIONS

