
Electronic Federal Tax Payment System
(EFTPS).  If the client is required to de-
posit using EFTPS, the reporting agent
must also use EFTPS with respect to that
client.  In addition, the reporting agent
may voluntarily use EFTPS with respect
to any other client that is voluntarily en-
rolled in EFTPS.

Rev. Proc. 98–32, 1998–17  I.R.B. 11,
provides information about the EFTPS
programs for Batch Filers and Bulk Fil-
ers.  These electronic programs are used
by Batch Filers and Bulk Filers (Filers) to
submit enrollments, federal tax deposits,
and federal tax payments  on behalf of
multiple taxpayers.   The Bulk Filer pro-
gram is recommended for Filers who an-
ticipate making 750 or more payments on
a peak day.  The Batch Filer program is
recommended for all other Filers who an-
ticipate submitting 50 or more enroll-
ments.  

In addition, a Single Debit Filer appli-
cation is available for banks and financial
institutions that prefer to make a single
payment out of one account  to cover the
estimated taxes of multiple trusts.  Filers
should consult Publication 3394, EFTPS
Single Debit Guide, and Publication
3393, EFTPS Single Debit Technical Re-
quirements, for assistance in using this
program.

EFFECT ON OTHER DOCUMENTS

Rev. Proc. 89–48 and Rev. Proc. 89–49
are obsolete after January 31, 2000.

EFFECTIVE DATE

This notice is effective with respect to
federal tax deposits or estimated income
tax payments made after January 31,
2000.

DRAFTING INFORMATION 

The principal author of this Notice is
Vincent G. Surabian of the Office of As-
sistant Chief Counsel (Income Tax & Ac-
counting).  For further information re-
garding this Notice contact Mr. Surabian
on (202) 622-4940 (not a toll-free call).
For further information regarding alter-
nate reporting options available to current
magnetic tape users, contact Melvyn S.
Barkin at (202) 283-0259 (not a toll-free
call).

Section 415 Limitations on
Benefits and Contributions
Under Qualified Plans

Notice 99–44

I. PURPOSE

This notice provides guidance relating
to the repeal of the combined limitation
on defined benefit and defined contribu-
tion plans under § 415(e) of the Internal
Revenue Code (the Code)  made by the
Small Business Job Protection Act of
1996 (SBJPA), Pub. L. 104-88.  In addi-
tion, this notice provides guidance on the
amendment to the definition of compen-
sation under § 415(c)(3) made by the
same act.  Specifically, this notice pro-
vides questions and answers on 

•  Benefit increases that may be provided
upon the repeal of § 415(e).

•  Plan amendments that may be adopted
to take into account the repeal of 
§ 415(e).

•  The treatment of the repeal of § 415(e)
for purposes of applying the minimum
funding standards under § 412.

•  The effect of the repeal of § 415(e) and
the modification of § 415(c)(3) on other
qualification requirements.

•  Relief under § 7805(b)(8) for certain
plans that continue to use a definition of
compensation under § 415(c)(3) as it
existed prior to SBJPA.

II. BACKGROUND

Section 415 of the Code imposes limi-
tations on contributions and benefits
under qualified plans.  Section 415(e) im-
poses limitations that apply to an individ-
ual who participates in both a defined
benefit plan and a defined contribution
plan maintained by the same employer.
Section 1452(a) of SBJPA repealed 
§ 415(e) of the Code, effective for limita-
tion years beginning on or after January 1,
2000.  The limitations of § 415(e) as in ef-
fect immediately prior to this effective
date are referred to in this notice as the
“pre-SBJPA § 415(e) limitations.” 

Section 415(c)(3) of the Code and the
regulations thereunder provide a defini-
tion of compensation for purposes of
computing the limitations on contribu-
tions and benefits for a participant in a
qualified plan.  Section 1434 of SBJPA

amended § 415(c)(3) to include elective
deferrals described in § 402(g)(3), and
elective contributions to a § 125 cafeteria
plan or a § 457(b) eligible deferred com-
pensation plan, in a participant’s compen-
sation, effective for limitation years be-
ginning on or after January 1, 1998.

Section 411(a) prescribes rules as to
when an employee’s right to his or her
normal retirement benefit must become
nonforfeitable under a qualified plan.
Section 411(d)(6) generally prohibits a
plan amendment, except for an amend-
ment described in § 412(c)(8), that has the
effect of decreasing a participant’s ac-
crued benefits under the plan.

Section 1106(h) of the Taxpayer Re-
form Act of 1986, Pub. L. 99–514, pro-
vides that notwithstanding any other pro-
vision of law, except as provided in
regulations prescribed by the Secretary of
the Treasury, a plan may incorporate by
reference the limitations under § 415 of
the Code.  In Notice 87–21, 1987–1 C.B.
458, Q&A-11, the Service provided guid-
ance for plans to incorporate by reference
the limitations of § 415, for limitation
years beginning on or after January 1,
1987.

Section 401(a)(4) prescribes nondis-
crimination rules for qualified plans.
Section 1.401(a)(4)–2 of the Income Tax
Regulations imposes requirements relat-
ing to nondiscrimination in amount of
employer contributions under a defined
contribution plan.  For this purpose, 
§ 1.401(a)(4)–2(b) provides two safe har-
bor tests, and § 1.401(a)(4)–2(c) provides
a general test.  Plans that satisfy one of
these safe harbors must provide for either
a uniform allocation formula or a uniform
points allocation formula as described in
the regulation.  Under § 1.401(a)(4)–
2(b)(4)(iv), a safe-harbor plan does not
fail to satisfy these uniformity require-
ments merely because the plan limits allo-
cations otherwise provided under the allo-
cation formula in accordance with the
limitations of § 415.

Section 1.401(a)(4)–3 imposes require-
ments relating to nondiscrimination in
amount of benefits under a defined benefit
plan.  For this purpose, § 1.401(a)(4)– 3(b)
provides for several safe harbor tests, and §
1.401(a)(4)–3(c) provides a general test.
To satisfy one of these safe harbors, a plan
must provide for a uniform normal retire-
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ment benefit, uniform post-normal retire-
ment benefit, and uniform subsidies.
Under § 1.401(a)(4)–3(b)(6)(v), a safe-har-
bor plan does not fail to satisfy these uni-
formity requirements merely because the
plan limits benefits otherwise provided
under the benefit formula or accrual
method in accordance with the limitations
of § 415.  Plans that satisfy the general test
may do so by testing benefits with or with-
out the application of the § 415 limitations.

Section 401(b) specifies a remedial
amendment period during which a plan
may be amended retroactively, under cer-
tain circumstances, to comply with the
Code’s qualification requirements.  Pur-
suant to Rev. Proc. 99–23, 1999–16 I.R.B.
5, the remedial amendment period for
plan amendments relating to recent legis-
lation for most plans has been extended
until the last day of the first plan year be-
ginning on or after January 1, 2000.  Sec-
tion 4 of Rev. Proc. 99–23 provides that
this remedial amendment period applies
to plan amendments made to implement
the repeal of § 415(e).

III. QUESTIONS AND ANSWERS

Q-1:  What is the effective date of the re-
peal of § 415(e) of the Code by § 1452(a)
of SBJPA?
A-1:  In accordance with § 1452(d)(1) of
SBJPA, § 415(e) of the Code is repealed
effective as of the first day of the first lim-
itation year beginning on or after January
1, 2000.  With respect to limitation years
beginning on or after January 1, 2000, a
defined contribution plan will not fail to
satisfy § 415 solely because the annual
additions for any participant for such
years exceed the pre-SBJPA § 415(e) lim-
itations.  With respect to limitation years
beginning on or after January 1, 2000, a
defined benefit plan will not fail to satisfy
§ 415 solely because the plan provides
that the benefit of any participant exceeds
the pre-SBJPA § 415(e) limitations.  Ac-
cordingly, the pre-SBJPA § 415(e) limita-
tions will not limit the benefit of a partici-
pant in a defined benefit plan whose
benefit has not commenced as of the first
day of the first limitation year beginning
on or after January 1, 2000.  For rules re-
garding the application of the pre-SBJPA
§ 415(e) limitations to a participant in a
defined benefit plan whose benefit has
commenced as of that date, see Q&A-3
and 4. 

Q-2:  If a plan is not amended to take into
account the repeal of § 415(e), how may
the benefits of plan participants be af-
fected?
A-2:  If a plan is not amended to take into
account the repeal of § 415(e), the effect
on the benefits of plan participants will
depend on the plan’s existing provisions
for applying the limitations of § 415(e)
and any other relevant plan provisions.  In
some circumstances, a plan’s existing
provisions could result in automatic bene-
fit increases for participants as of the ef-
fective date of the repeal of § 415(e) for
the plan.  For example, the repeal of 
§ 415(e) could result in automatic benefit
increases for participants in defined bene-
fit plans that incorporate by reference the
limitations under § 415.  Similarly, the re-
peal of § 415(e) could result in automatic
changes to annual additions for partici-
pants in defined contribution plans.

Q-3: May a defined benefit plan provide
for benefit increases to reflect the repeal
of § 415(e) for a current or former em-
ployee who has commenced benefits
under the plan prior to the effective date
of the repeal?
A-3: A defined benefit plan may provide
for benefit increases to reflect the repeal
of § 415(e) for a current or former em-
ployee who has commenced benefits
under the plan prior to the effective date
of the repeal of § 415(e) for the plan, but
only if the employee or former employee
is a participant in the plan on or after that
effective date.  For this purpose, an em-
ployee or former employee is a partici-
pant in the plan on a date if the employee
or former employee has an accrued bene-
fit (other than an accrued benefit resulting
from a benefit increase that arises solely
as a result of the repeal of § 415(e)) on
that date.  Thus, benefit increases to re-
flect the repeal of § 415(e) cannot be pro-
vided to current or former employees who
do not have accrued benefits under the
plan on or after the effective date of the
repeal of § 415(e) for the plan.  However,
if a current or former employee accrues
additional benefits under the plan that
could have been accrued without regard
to the repeal of § 415(e) (including bene-
fits that accrue as a result of a plan
amendment) on or after the effective date
of the repeal of § 415(e) for the plan, then
the current or former employee may re-

ceive a benefit arising from the repeal of §
415(e).

Q-4: How is the maximum permissible
benefit increase calculated for a current or
former employee who has commenced
benefits under a defined benefit plan prior
to the effective date of the repeal of 
§ 415(e) for the plan?
A-4: For any limitation year beginning on
or after the effective date of the repeal of
§ 415(e) for the plan, the benefit payable
to any current or former employee who
has commenced benefits under the plan
prior to that date in a form not subject to 
§ 417(e)(3) may be increased to a benefit
that is no greater than the benefit that
would have been permitted for that year
under § 415(b) for the employee had 
§ 415(e) not limited the benefit at the time
of commencement.  Thus, the annual ben-
efit for limitation years beginning on or
after the effective date of the repeal of 
§ 415(e) for the plan is limited to the 
§ 415(b) limitation for the employee (in-
creased for cost-of-living-adjustments, if
the plan provided for such adjustments)
based on the employee’s age at the time of
commencement.  In the case of a form of
benefit that is subject to § 417(e)(3), the
benefit payable for any limitation year be-
ginning on or after the effective date of
the repeal of § 415(e) for the plan may be
increased by an amount that is actuarially
equivalent to the amount of increase that
could have been provided had the benefit
been paid in the form of a straight life an-
nuity.  Whether or not the form of benefit
is subject to § 417(e)(3), benefits attribut-
able to limitation years beginning before
January 1, 2000, cannot reflect benefit in-
creases that could not be paid for those
years because of § 415(e).  In addition,
any plan amendment to provide an in-
crease as a result of the repeal of § 415(e)
can be effective no earlier than the effec-
tive date of the repeal of § 415(e) for the
plan.  The following examples illustrate
these principles:

Example 1:Plan M, a defined benefit plan, has a
calendar plan year and limitation year.  Plan M is not
a top-heavy plan during any relevant period.  Under
Plan M, participants may elect to receive benefit dis-
tributions either in the form of an annuity or a single
sum.  Plan M provides that benefits for retirees are
increased as the dollar limitation is indexed under 
§ 415(d) of the Code.  Plan M also provides that ben-
efits will be limited to the extent necessary to satisfy
the requirements of § 415(e).  In order to reflect the

1999–35  I.R.B. 327 August 30, 1999



§ 417(e)(3) change made by GATT, Plan M was
amended on January 1, 1995, effective as of that
date, to substitute the applicable interest rate and the
applicable mortality table for the original plan rate
and the UP-1984 Mortality Table, respectively, to
compute single-sum benefits under the plan.  Addi-
tionally, Plan M was amended on July 1, 1998, ef-
fective as of January 1, 1995, to apply the § 415(b)-
(2)(E) changes made by GATT and SBJPA to all
benefits under the plan on or after the RPA ’94 § 415
effective date, as defined in Rev. Rul. 98–1, 1998–2
I.R.B. 5.  Under Plan M, early retirement benefits
and other optional forms of benefit are determined
as the actuarial equivalents of a straight life annuity
at normal retirement age using the applicable inter-
est rate and applicable mortality table.  For purposes
of this example, the applicable interest rate for all
relevant periods is assumed to be 6 percent.

P was a participant both in Plan M, and in Plan N,
a defined contribution plan, before retiring at the end
of 1995.  P is unmarried and has a date of birth of
January 1, 1940.  P’s social security retirement age
is 66.  P commenced receiving distributions from
Plan M in the form of a single life annuity on Janu-
ary 1, 1996, at age 56.  The dollar limitation of 
§ 415(b)(1)(A) for 1996 was $120,000.  P’s com-
pensation-based limit under § 415(b)(1)(B) was
$150,000 for all relevant periods.  Accordingly, the 
§ 415(b) limitation for P’s benefit in 1996 was
$54,753 ($120,000 reduced for early retirement at
age 56).

P’s defined contribution fraction for 1996 was
0.36.  Therefore, in order to comply with § 415(e) in
the manner provided under the plan, P’s benefit in
Plan M was limited so that P’s defined benefit frac-
tion was equal to 0.64 (1 minus 0.36).  Thus, P’s
benefit in 1996 was limited to $43,802 (0.64 multi-
plied by the lesser of (A) 1.25 multiplied by $54,753
or (B) 1.4 multiplied by $150,000).

The dollar limitation under § 415(b)(1)(A) in-
creased to $125,000 in 1997, and to $130,000 in
1998 and 1999.  In 1997, because of the indexing of
the dollar limitation under Plan M, P’s benefit was
increased to $45,628.  Similarly, in 1998, P’s benefit
was increased to $47,453.  In 1999, because the dol-
lar limitation was unchanged from 1998, P’s benefit
continued to be limited to $47,453.  For purposes of
this example, it is assumed that the § 415(b)(1)(A)
dollar limitation will be $135,000 in 2000.

Effective January 1, 2000, P’s annuity payments
under Plan M are permitted to be increased to a max-
imum annuity benefit of $61,597 ($135,000 reduced
for early retirement at age 56).  However, no in-
crease in P’s benefit is permitted to reflect the differ-
ence between the limitation of § 415(b) and the limi-
tation of § 415(e) in prior limitation years.

Alternatively, if Plan M had not provided that
benefits for retirees are increased as the dollar limi-
tation is indexed under § 415(d) of the Code, but
was amended to provide for such increases effective
for the limitation year beginning January 1, 2000,
P’s benefit could be increased from $43,802 (the
benefit without adjustment for increases in the 
§ 415(b)(1)(A) dollar limitation) to $61,597, plus
the annual amount that is actuarially equivalent to
the $9,128 that could have been paid in the prior
limitation years ($1,826 for 1997, and $3,651 each
for 1998 and 1999) had the plan provided for benefit
increases to reflect the cost-of-living increases under
§ 415(d).

Example 2:Assume the same facts as in Example
1, except that Plan M does not provide that benefits
for retirees are increased as the dollar limitation is
indexed under § 415(d) of the Code, and P com-
menced distributions from Plan M in the form of ten
equal annual installments commencing on January
1, 1996.  Accordingly, the § 415(b) limitation for P’s
benefit in 1996 was $89,635 ($120,000 reduced for
early retirement at age 56 and adjusted for the in-
stallment option).  In order to comply with § 415(e),
P’s installment payment in 1996 was limited to
$71,707.  Similarly, for the years 1997 through
1999, P received installment payments of $71,707.
As of January 1, 2000, P has six installment pay-
ments remaining.  Because Plan M does not provide
for cost-of-living adjustments under § 415(d), P’s
six remaining installment payments under Plan M
are permitted to be increased, effective January 1,
2000, by the actuarial equivalent (spread over a pe-
riod of six years) of the value of the increases in the
single life annuity that would have been payable be-
ginning on January 1, 2000 (i.e., the increase from
$43,802 to $54,753) if P had elected a single life an-
nuity rather than the installment payment option.

If Plan M, however, was amended to
provide for cost-of-living adjustments
under § 415(d), effective January 1, 2000,
then P’s six remaining installment pay-
ments would be permitted to be increased
by the actuarial equivalent (spread over a
period of six years) of the value of the in-
creases in the single life annuity that
would have been payable beginning on
January 1, 2000 (i.e., the increase from
$43,802 to $61,597) if P had elected a sin-
gle life annuity rather than the installment
payment option.  Furthermore, Plan M
could provide that each of P’s six remain-
ing installment payments under Plan M
are increased by the actuarial equivalent
(spread over six years) of the value of the
increases in the prior installment payment
that would have been paid in the prior lim-
itation years had the plan provided for in-
creases in the installment payments to re-
flect the increases under § 415(d).

Q-5: How will a plan that takes into ac-
count the repeal of § 415(e) as of  the first
day of the first limitation year beginning
on or after January 1, 2000, satisfy the
nondiscrimination in amount of benefits
requirement?
A-5: A plan that uses the safe harbor and
takes into account the repeal of § 415(e)
as of the first day of the first limitation
year beginning on or after January 1,
2000, will not fail to satisfy the unifor-
mity requirements of §§ 1.401(a)(4)–2(b)
or 1.401(a)(4)–3(b)(2) merely because the
repeal of § 415(e) is taken into account
under the plan. 

For purposes of the general test for
nondiscrimination in amount of contribu-
tions, increased contributions allocated
under the terms of a defined contribution
plan due to the repeal of § 415(e) must be
taken into account in accordance with the
rules of § 1.401(a)(4)–2(c)(2)(ii) for the
plan year for which the increased alloca-
tions are made.  For purposes of the gen-
eral test for nondiscrimination in amount
of benefits, increased benefits provided to
an employee under the terms of a defined
benefit plan due to the repeal of § 415(e)
must be included as increases in the em-
ployee’s accrued benefit (within the
meaning of § 411(a)(7)(A)(i)) and the em-
ployee’s most valuable optional form of
payment of the accrued benefit (within
the meaning of § 1.401(a)(4)–3(d)(1)(ii))
in accordance with the rules of 
§ 1.401(a)(4)–3(d), and must be included
in the computation of both the normal and
most valuable accrual rates for any mea-
surement period that includes the plan
year for which the increase occurs.  If the
limitations of § 415 are taken into account
in testing the plan for limitation years be-
ginning on or after January 1, 2000, those
limitations must reflect the repeal of 
§ 415(e).

Q-6:  If benefit increases are provided to
employees and former employees under a
plan as a result of the repeal of § 415(e),
how are the requirements of §§ 1.401(a)-
(4)–5 and 1.401(a)(4)–10 of the regula-
tions satisfied?
A-6:  If benefit increases resulting from
the repeal of § 415(e) are provided, as of
the effective date of the repeal of § 415(e)
for the plan, to either (1) all current and
former employees who have an accrued
benefit under the plan immediately before
the effective date of the repeal of § 415(e)
for the plan, or (2) all employees partici-
pating in the plan that have one hour of
service after the effective date of the re-
peal of § 415(e) for the plan, through the
adoption of a plan amendment, then the
timing of such an amendment satisfies the
requirements of § 1.401(a)(4)–5 of the
regulations, and the requirements of 
§ 1.401(a)(4)-10(b) of the regulations are
satisfied.  In addition, if benefit increases
are provided, as of the effective date of
the repeal of § 415(e) for the plan, to ei-
ther of the two groups described in the
preceding sentence through the operation
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of the plan’s existing provisions, then the
requirements of §§ 1.401(a)(4)–5 and
1.401(a)(4)-10(b) of the regulations are
satisfied.

If benefit increases due to the repeal of
§ 415(e) are provided only to a certain
group of current or former employees not
described in the preceding paragraph
through the adoption of a plan amend-
ment, or if  a plan amendment to reflect
the repeal of § 415(e) is effective as of a
later date than the effective date of the re-
peal of § 415(e) for the plan, then the tim-
ing of such an amendment (considered in
conjunction with the effect of the repeal
of § 415(e)) must satisfy a facts-and-
circumstances determination under 
§ 1.401(a)(4)–5(a)(2) of the regulations,
and the requirements of § 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
under the terms of the plan as a result of
the repeal of § 415(e).  However, see
Q&A-8 for certain qualification require-
ments that may be affected by such an
amendment.  A plan sponsor may wish to
make a plan amendment to preclude a
benefit increase that would otherwise
occur as a result of the repeal of § 415(e)
in order to provide time for the plan spon-
sor to consider the extent to which a bene-
fit increase relating to the repeal of 
§ 415(e) should or should not be provided
at some later date consistent with all rele-
vant qualification requirements.  A plan
amendment to limit the extent to which
such a benefit increase would otherwise
occur that is not both adopted prior to,
and effective as of, the first day of the
first limitation year beginning on or after
January 1, 2000, may fail to satisfy 
§ 411(d)(6).  Therefore, a plan amend-
ment that is intended to limit such a bene-
fit increase should be both adopted prior
to, and effective as of, the first day of the
first limitation year beginning on or after
January 1, 2000 (even though the plan
could be later amended during the plan’s
remedial amendment, at the option of the
plan sponsor, to retroactively provide for

the benefit increase).  The following is an
example of language that could be used
by a plan sponsor, on an interim or perma-
nent basis, in amending a defined benefit
plan that would otherwise provide for a
benefit increase due to the repeal of 
§ 415(e), to retain the effect of the pre-
SBJPA § 415(e) limitations in determin-
ing a participant’s accrued benefit under
the plan (without fail ing to satisfy 
§ 411(d)(6)):

Effective as of the first day of the
first limitation year beginning on or
after January 1, 2000 (the “Effective
Date”), and notwithstanding any
other provision of the Plan, the ac-
crued benefit for any participant
shall be determined by applying the
terms of the Plan implementing the
limitations of § 415 as if the limita-
tions of § 415 continued to include
the limitations of § 415(e) as in effect
on the day immediately prior to the
Effective Date.  For this purpose, the
defined contribution fraction is set
equal to the defined contribution
fraction as of the day immediately
prior to the Effective Date.

Q-8:  Are there qualification requirements
that may not be satisfied if a plan contin-
ues to limit benefits after the first day of
the first limitation year beginning on or
after January 1, 2000, using the pre-
SBJPA § 415(e) limitations?
A-8:  There are some qualification re-
quirements that may not be satisfied for a
plan if the plan continues to limit benefits
after the first day of the first limitation
year beginning on or after January 1,
2000, using the pre-SBJPA § 415(e) limi-
tations.  Any exception from the other-
wise applicable qualification rules that is
permitted solely in order to satisfy the
maximum limitations on contributions or
benefits under § 415 with respect to a par-
ticipant does not apply if the participant’s
contributions or benefits are below the
limitations of § 415.  Thus, such an ex-
ception is not permitted where a plan lim-
its benefits in a manner that is more re-
strictive than required under § 415.  For
example, at any time on or after the first
day of the first limitation year beginning
on or after January 1, 2000, a qualified
defined contribution plan could not pro-
vide that the provisions of § 1.415-6(b)(6)
would be applied to place an amount that

does not exceed the limitations under 
§ 415, but that does exceed the pre-
SBJPA § 415(e) limitations, in an unallo-
cated suspense account as an excess an-
nual addition.  Similarly, a qualified cash
or deferred arrangement could not pro-
vide that the provisions of § 1.415–
6(b)(6)(iv) would be applied to permit the
distribution of elective deferrals that do
not exceed the limitations under § 415,
but that exceed the pre-SBJPA § 415(e)
limitations.  See Q&A-10 for a descrip-
tion of the effects that the continued ap-
plication of the pre-SBJPA § 415(e) limi-
tations may have on the requirements for
nondiscrimination testing.  Additionally,
if a participant’s annual additions to a de-
fined contribution plan result in a de-
crease in the participant’s accrued benefit
under a defined benefit plan (under the
terms of both plans), the relief previously
provided under Q&A G-10 of Notice 83–
10, 1983–1 C.B. 536 no longer applies,
and such a reduction would violate § 411.  

The qualification issues described in
this Q&A-8 may arise whenever a lower
limitation is applied under a plan in lieu
of a statutory § 415 limitation that applies
for the limitation year.  For example, the
issues described in this Q&A-8 may arise
if a lower limitation is applied under a
plan as a result of using a definition of
compensation that is not within the mean-
ing of § 415(c)(3), as amended by SBJPA.
Q&A-9 provides § 7805(b)(8) relief that
applies where a plan uses the pre-SBJPA
§ 415(c)(3) definition of compensation in-
stead of the current § 415(c)(3) definition.

Q-9: To the extent that a qualified defined
contribution plan applies the rules in 
§ 1.415–6(b)(6) with respect to excess an-
nual additions, must the plan apply the
rules in § 1.415–6(b)(6) using a definition
of compensation within the meaning of 
§ 415(c)(3) as amended by SBJPA?
A-9: For limitation years ending on or
after December 1, 1999, to the extent that
a plan applies the rules in § 1.415–
6(b)(6), a defined contribution plan will
not satisfy the requirements of § 401(a)
unless the rules of § 1.415–6(b)(6) are ap-
plied using a definition of compensation
within the meaning of § 415(c)(3) as
amended by SBJPA.  However, for limita-
tion years ending on or before November
30, 1999, pursuant to § 7805(b)(8), the
Service will not treat a defined contribu-
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tion plan as failing to satisfy the require-
ments of § 401(a) merely because the
rules in § 1.415-6(b)(6) are applied using
a definition of compensation within the
meaning of § 415(c)(3) prior to its amend-
ment by SBJPA.

Q-10: How may a plan that continues to
limit benefits after the first day of the first
limitation year beginning on or after Janu-
ary 1, 2000, using the pre-SBJPA § 415(e)
limitations, satisfy the nondiscrimination
in amount of benefits requirement?
A-10: A plan does not fail to satisfy the
uniformity requirements of §§ 1.401(a)-
(4)–2(b) or 1.401(a)(4)–3(b)(2) merely
because the limitations under § 415 are
taken into account under the safe harbor
requirements.  The continued application
of the pre-SBJPA § 415(e) limitations for
a plan year after the effective date of the
repeal of § 415(e) for a plan would cause
the plan to fail to satisfy the uniformity
requirements for the otherwise applicable
nondiscrimination in amount safe harbor.
However, if a plan limits benefits at any
time on or after the first day of the first
limitation year beginning on or after Janu-
ary 1, 2000, using the pre-SBJPA § 415(e)
limitations for highly compensated em-
ployees (but not for nonhighly compen-
sated employees), the plan will not fail to
satisfy the uniformity requirements and
thus will not fail to satisfy a nondiscrimi-
nation in amount safe harbor merely be-
cause of this limited application of the
pre-SBJPA § 415(e) limitations.  See 
§§ 1.401(a)(4)–2(b)(4)(v) and 1.401(a)-
(4)–3(b)(6)(x) of the regulations.  

If a plan continues to limit benefits on
or after the first day of the first limitation
year beginning on or after January 1,
2000, using the pre-SBJPA § 415(e) limi-
tations, the annual additions or accrued
benefits that are taken into account in per-
forming the general tests for nondiscrimi-
nation in amount of contributions or bene-
fits must reflect the plan provisions that
limit benefits in this manner. 

Q-11:  How is the repeal of § 415(e)
treated under the plan for purposes of 
§ 412?
A-11: For purposes of § 412, any increase
in the liabilities of a plan as a result of the
repeal of § 415(e) must be treated as oc-
curring pursuant to a plan amendment ef-
fective no earlier than the first day of the
first limitation year beginning on or after

January 1, 2000 (whether the increase in
liabilities under the terms of the plan
arises pursuant to a plan amendment, or
pursuant to existing plan provisions, e.g.,
where benefits automatically increase as
of the effective date of the repeal of 
§ 415(e) for the plan).  Accordingly, any
amortization base that is established
under § 412 for an increase in liabilities
under a plan resulting from the repeal of 
§ 415(e) must have an amortization pe-
riod of 30 years.  A plan amendment that
makes the repeal of § 415(e) effective for
a plan cannot be taken into account for
purposes of § 412 prior to the effective
date of the repeal of § 415(e) for the plan.

Q-12:  What is the effect of the repeal of 
§ 415(e) on an “old-law benefit” defined
in Q&A-12 of Rev. Rul. 98–1, 1998–2
I.R.B. 5? 
A-12:  Under Q&A-13 of Rev. Rul. 98–1,
a participant’s old-law benefit under a
plan is determined as of a specified freeze
date that precedes the final implementa-
tion date for the plan.  Under Q&A-15 of
Rev. Rul. 98–1, a participant’s old-law
benefit cannot increase after the partici-
pant’s freeze date.  Under Q&A-12 of
Rev. Rul. 98–1, the final implementation
date for the plan cannot be later than the
first day of the first limitation year begin-
ning after December 31, 1999.  Because
the freeze date must precede the final im-
plementation date, the latest possible
freeze date under a plan is the day before
the first day of the first limitation year be-
ginning after December 31, 1999.  Thus,
the latest possible freeze date for a plan is
the day before the effective date of the re-
peal of § 415(e) for the plan.  As a result,
the repeal of § 415(e) generally will have
no effect on the amount of a participant’s
old-law benefit, as the old-law benefit
would be determined prior to the effective
date of the repeal of § 415(e) for the plan.
Nevertheless, if the old-law benefit for a
participant in a defined benefit plan was
reduced during the period between the
freeze date and the effective date of the
repeal of § 415(e) for the plan because of
annual additions credited to a partici-
pant’s account in an existing defined con-
tribution plan, the old-law benefit may in-
crease to the freeze-date level as of the
effective date of the repeal of § 415(e) for
the plan.

Q-13: Are the requirements of 

§ 415(b)(4)(B) affected by the repeal of 
§ 415(e)?
A-13:  No.  Section 415(b)(4)(B) gener-
ally provides that the limitation on bene-
fits under a defined benefit plan under 
§ 415(b) with respect to a participant can-
not be less than $10,000, but only if the
employer has not at any time maintained a
defined contribution plan in which the
participant participated.  The statutory
provision repealing § 415(e) did not mod-
ify § 415(b)(4)(B).  Accordingly, the re-
quirements of § 415(b)(4)(B) are unaf-
fected by the repeal of § 415(e).    

Q-14: How will the repeal of § 415(e) af-
fect the regulations relating to § 403(b)?
A-14: Under § 415(c)(4)(D) and the regu-
lations regarding the exclusion allowance
under § 403(b)(2), an employee may elect
to have the provisions of § 415(c)(4)(C)
apply for a taxable year.  If the employee
so elects, the employee’s exclusion al-
lowance is the maximum amount under 
§ 415 that could be contributed by the em-
ployer for the benefit of the employee if
the annuity contract for the benefit of the
employee were treated as a defined con-
tribution plan maintained by the em-
ployer.  The fourth sentence of 
§ 1.403(b)–1(d)(5) provides that the rules
under § 415(e) apply where such an elec-
tion is made.  Section 1504(b) of the Tax-
payer Relief Act of 1997, Pub. L. 105-34,
provides that regulations regarding the
exclusion allowance under § 403(b)(2) of
the Code shall be modified to reflect the
repeal of § 415(e).  Accordingly, the
Commissioner intends to modify the reg-
ulations such that the fourth sentence of 
§ 1.403(b)–1(d)(5) does not apply after the
effective date of the repeal of § 415(e).  

IV. EFFECT ON OTHER DOCUMENTS

Notice 83–10 is modified.

V. DRAFTING INFORMATION

The principal author of this notice is
Martin Pippins of the Employee Plans Di-
vision.  For further information regarding
this notice, contact the Employee Plans
Division’s taxpayer assistance number at
(202) 622-6076 (not a toll-free number)
between the hours of 2:30 p.m. and 3:30
p.m., Eastern Time, Monday through
Thursday.  Mr. Pippins’ telephone number
is (202) 622-7863 (also not a toll-free
number).

August 30, 1999 330 1999–35  I.R.B.


