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Participant Benefit Statements -
Overview

Section 105(a) of ERISA, as amended by PPA
Who
To Whom
What
How
When

Effective Date
Generally, beginning in 2007

Penalty for Non-Compliance – Section 502(c)(1) of ERISA
Up to $110 per day, per participant
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Participant Benefit Statements -
Guidance

Model Benefit Statements
Not yet available; at the earliest – beginning of 2008

Field Assistance Bulletin 2006-03 (Dec. 20, 2006)
Good faith compliance standard
Form, manner, dates for furnishing statements

Field Assistance Bulletin 2007-03 (Oct. 12, 2007)
Revised due date for non-participant directed defined 
contribution plans
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Automatic Enrollment Notices
Automatic Enrollment – Safe Harbor

Annual Notice Required – Must be provided to all 
eligible employees within a reasonable period before 
each plan year.
Content –Must be sufficiently comprehensive to 
inform employees of their rights and obligations.  
Must explain the right to opt out of automatic 
contributions and, if participants direct plan 
investments, describe the default investment.
Opportunity to Opt Out – The notice will not be treated 
as meeting notice requirements unless employees 
have a reasonable period after receipt to make an 
affirmative election.
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Automatic Enrollment Notices 
(cont.)

Automatic Enrollment – Non-Safe 
Harbor

Notice Required – Must be provided within a 
reasonable period before automatic 
contributions are deducted from paycheck.  
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Automatic Enrollment Notices 
(cont.)

“Unwinding” Notice
Permits a participant to request the distribution of automatic 
contributions within 90 days of the date contributions are first
deducted from his or her paycheck.
Basically, same notice as required for the automatic enrollment 
safe harbor, except a description of plan investments is required 
even if participants may not direct investment. 
Applies to safe-harbor and non-safe harbor designs.

ERISA Preemption Notice
Relief available only for ERISA 404(c) plans and only if the 
default investment meets DOL regulations.
Same notice content as the “unwinding” notice. 
Applies to safe-harbor and non-safe harbor designs.
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Automatic Enrollment Notices 
(cont.)

Default Investment Notice 
Annual notice explaining the right to direct 
investment of plan account and the default 
investment if no direction received.  

Not limited to automatic enrollment situations.
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Joint and 75% Optional Survivor 
Annuity

PPA generally requires the new “qualified optional 
survivor annuity” (or “QOSA”) for distributions 
beginning in 2008

Applies to defined benefit plans, money purchase 
plans, and defined contribution plans where 
participant elects annuity

QOSA is either a joint and 75% survivor annuity or a 
joint and 50% survivor annuity, depending on the 
plan’s QJSA form
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Joint and 75% Optional Survivor 
Annuity (cont.)

Can avoid new 75% survivor option if plan’s 
QJSA is joint and 100% survivor form, and 
include joint and 50% as optional form

If change plan’s QJSA to joint and 100%, 
consider impact on qualified pre-retirement 
survivor annuity

Plan distribution forms will need to be revised for 
QOSA
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Impact of New 417(e) Interest Rate

Traditional pension plans with lump sum 
distribution option

Minimum lump sum value rules to be phased in over 5 
years, beginning in 2008
New interest rate – 3-segment, corporate bond yield 
curve for month before date of distributions (or other 
period determined by IRS)
New mortality table
Minimum lump sum amounts will likely decrease in 
most cases
Permitted to continue to use “old” rates if better?
Impact on relative value comparisons
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Impact of New 417(e) Interest Rate 
(cont.)

Cash balance plan annuities
Can/must plans move to new 417(e) rates for 
converting account to annuities?
Does existing plan language refer to statute or to 
30-year treasury rates?
New rates may create higher annuity values
Prior change in mortality table was permitted, with 
cut-back relief
Impact on relative value comparisons
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Impact of New 417(e) Interest Rate 
(cont.)

Application of PPA cut-back relief

204(h) notice implications?
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Other PPA Required Notices

402(f) Notice (existing rollover notice)
Several PPA changes impact the Notice content and timing of 
distribution 
IRS is updating existing model notice (Notice 2002-3)  

QJSA Notice
Extension of distribution period from 30-90 to 30-180 days

Notice to Defer 
Reasonable, good faith standard until 90 day after regulations 
are issued
safe harbor requirements in Notice 2007-7
Proposed Regulations pending (on the 2007-2008 Guidance 
Plan)
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Other PPA Required Notices

Benefit Limitation Notice 
New DB Notice for Benefit Restrictions Due 

to Funding Status
Funding Notice 

Annual DB funding notice to participants 
pending model notice 

Diversification Notice 
Model notice available in Notice 2006-107.



 
 

PPA-Related Disclosure Requirements 
    October 18, 2007 

Name of 
Disclosure 

Types of 
Affected Plans Changes Timing/ 

Deadline IRS/DOL Guidance 

Notice to Defer Defined Benefit 
("DB") and 
Defined 
Contribution 
("DC") Plans  

New participant notice requirement 
created by the Pension Protection Act 
of 2006 ("PPA") that requires plan 
sponsors to provide participants with a 
description of the consequences of 
failing to defer receipt of a plan 
distribution. 

Applies to 
notices issued 
in plan years 
beginning after 
December 31, 
2006 (without 
regard to the 
annuity 
starting date 
for the 
distributions).   

Notice 2007-7, Q&A-32 provides that a 
plan will not be treated as failing to 
meet this new requirement if the plan 
administrator makes a reasonable 
attempt to comply with the new 
requirements for notices provided prior 
to the 90th day after regulations are 
issued reflecting the requirement. 
 
Notice 2007-7, Q&A-33 provides a 
safe harbor where "(a) in the case of a 
defined benefit plan, a description of 
how much larger benefits will be if the 
commencement of distributions is 
deferred; (b) in the case of a defined 
contribution plan, a description 
indicating the investment options 
available under the plan (including 
fees) that will be available if 
distributions are deferred; and (c) the 
portion of the summary plan 
description that contains any special 
rules that might materially affect a 
participant's decision to defer."  For 
purposes of clause (a), a plan 
administrator can use a description that 
includes the financial effect of 
deferring distributions, as described in 
§ 1.417(a)(3)-1(d)(2)(i), based solely 
on the normal form of benefit. 

402(f) Notice DB and DC Plans PPA made several changes that impact 
the 402(f) notice for eligible rollover 
distributions.  For example: (1) 

Generally 
distributions 
after 

Notice 2007-7, Q&A-31 provides the 
180-day period applies only to notices 
issued in the plan years beginning after 



Name of 
Disclosure 

Types of 
Affected Plans 

Timing/ Changes IRS/DOL Guidance Deadline 
extended the required notice 
distribution period from 30-90 days to 
30-180 days prior to date of 
distribution, (2) added the ability to 
make a direct rollover from a qualified 
plan to a Roth IRA, (3) modified Code 
section 72(t) (10% early distribution 
penalty) for military and public safety 
officers to provide additional 
exceptions, and (4) extended rollover 
treatment to non-spouse beneficiaries.    

December 31, 
2006 (Roth 
IRA after 
December 31, 
2007). 

December 31, 2006 without regard to 
the annuity starting date for the 
distributions. 
 
The IRS model notice does not yet 
reflect these changes, but the project to 
update the notice is on the IRS 2007-
2008 guidance plan. 

Qualified Joint and 
Survivor 
Explanation 

DB, MPPP, and  
DC plans with an 
annuity option 

PPA modified the survivor benefits 
available by creating a "qualified 
optional survivor annuity," which is 
based on the annuity benefit available 
for a survivor annuity under a QJSA.  If 
the survivor annuity provided under a 
plan's QJSA is less than 75 percent of 
the annuity payable during the joint 
lives of the participant and spouse (e.g., 
joint and 50% survivor annuity), then 
the survivor annuity payable under the 
QOSA must equal 75 percent.  If the 
survivor annuity provided under the 
plan's QJSA is more than 75 percent of 
the annuity payable during the joint 
lives of the participant and spouse (e.g., 
joint and 100% survivor annuity), then 
the survivor annuity payable under the 
QOSA equals 50 percent. 
 
Period for notice to be sent describing 
the QJSA and QOSA is extended to 
180 days in the same way as the 402(f) 

QOSA 
effective for 
plan years 
beginning in 
2008 (special 
rules for 
CBAs). 
 
The 180-
period is 
effective for 
plan years 
beginning after 
December 31, 
2006 

None to date on the QOSA.   Notice 
2007-7, Q&A-31 provides effective 
date information on the 180-day period 
change. 
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Name of 
Disclosure 

Types of 
Affected Plans 

Timing/ Changes IRS/DOL Guidance Deadline 
extension.   
 
For defined benefit plans, the PPA 
changes to the applicable interest and 
mortality assumptions applicable under 
Code section 417(e) may impact the 
amount of lump sum and other optional 
distribution forms under a plan and 
may affect the "relative value" 
disclosures for distributions 
commencing in 2008. 

Blackout and 
Mapping Notices 

DC PPA amended section 404(c) in two 
relevant respects:  (1) plan fiduciaries 
are protected from liability for 
investment losses by section 404(c) 
during a "blackout" period if they 
authorized and implemented the 
blackout period consistent with the 
specific statutory requirements; and (2) 
new section 404(c)(4) was added to 
provide generally that, if certain 
requirements are met, section 404(c) 
relief from liability for investment 
losses is available for mapping that 
constitutes a "qualified change in 
investment options." 
A "qualified change in investment 
options" must meet the following 
requirements: (i) the participant's 
account is reallocated among one or 
more new investment options which 
have characteristics relating to risk and 
rate of return that are reasonably 
similar to the existing investment 

Except for 
collectively-
bargained 
plans, these 
changes 
generally 
apply to plan 
years 
beginning after 
December 31, 
2007. 

No PPA-related guidance. 
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Name of 
Disclosure 

Types of 
Affected Plans 

Timing/ Changes IRS/DOL Guidance Deadline 
options immediately before the change, 
(ii) notice must be sent at least 30 days 
and no more than 60 days before the 
effective date of the change, explaining 
how the account will be invested in the 
absence of affirmative directions and 
including information comparing the 
new and existing options, (iii) the 
participant must not have provided 
affirmative investment instructions 
contrary to the change before the 
effective date of such change, and (iv) 
the investments of the participant or 
beneficiary in effect immediately 
before the change must have been the 
product of the exercise of control by 
the participant or beneficiary. 

Periodic Benefit 
Statements 

DB and DC PPA amended section 105(a) of ERISA 
to generally require that plan 
administrators furnish participants and 
beneficiaries with periodic benefits 
statements, which describe (on the 
basis of the latest available 
information) the total benefits accrued; 
the vested accrued benefits or the 
earliest day on which benefits will vest; 
and an explanation of any permitted 
disparity or any floor-offset 
arrangement that may be applied in 
determining the benefit.  DC plan 
participants who have the right to direct 
investment in their accounts must be 
furnished a quarterly benefit statement 
which describes the value of each 

Except for 
collectively- 
bargained 
plans, the 
periodic 
benefit 
statement 
requirement 
applies to plan 
years 
beginning after 
12/31/06. 

FAB 2006-03 (as modified by FAB 
2007-03 with respect to the due date for 
non-participant directed DC plans) 
provides that until further guidance, 
DOL will treat a plan administrator as 
satisfying the periodic benefit statement 
requirements if the administrator has 
acted in good faith with a reasonable 
interpretation of the requirements.  
FAB 206-03 describes DOL's view of 
what constitutes good faith compliance 
with respect to certain requirements 
(due dates, manner of delivery; form; 
model diversification language). 
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Name of 
Disclosure 

Types of 
Affected Plans 

Timing/ Changes IRS/DOL Guidance Deadline 
investment in their account; an 
explanation of any applicable 
restrictions on their right to self-direct 
investments;  an explanation of the 
benefits of diversification, including a 
statement of the risk of holding more 
than 20 percent of a portfolio in the 
security of one entity; and a notice 
directing participants/beneficiaries to 
the DOL website for sources of 
information on investing and 
diversification.  DC plan participants 
who do not have the right to direct 
investment must be furnished with the 
periodic benefits statement annually.  
DB plan sponsors must either furnish a 
benefits statement every three years to 
certain plan participants or must 
annually provide a statement describing 
the availability of the benefits 
statement.  Certain participants and 
beneficiaries that are not entitled to 
automatic receipt of benefit statements 
may receive them upon written request. 
All statements must be written in a 
manner calculated to be understood by 
the average plan participant; and may 
be delivered in written, electronic or 
other appropriate form to the extent 
such form is reasonably accessible to 
the participants or beneficiaries. 

Benefit Limitation 
Notice 

DB PPA fundamentally altered the 
calculations for determining the 
funding status of DB plans and places 

Applies to plan 
years 
beginning in 

The IRS and Treasury recently released 
proposed regulations under Code 
section 430 and 436 regarding the new 
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Name of 
Disclosure 

Types of 
Affected Plans 

Timing/ Changes IRS/DOL Guidance Deadline 
new restrictions on certain benefits 
when the plan falls below certain 
funding percentages.  Under PPA, plan 
sponsors must provide participants and 
beneficiaries with notice within 30 days 
(i) after the plan becomes subject to the 
limits on prohibited payments or 
unpredictable uncontingent event 
benefits or (ii) after the valuation date 
for the plan year in which the plan's 
adjusted target attainment percentage is 
less than 60 percent (or, if earlier, the 
date on which the adjusted target 
attainment percentage is deemed to be 
less than 60 percent). 

2008. funding rules.  Regarding the 
participant notice, the preamble to these 
regulations provides that, in addition to 
written form, the notice can be 
provided in electronic or other form 
long as such form is reasonably 
ascertainable to the participant. 

Diversification 
Notice 

DC As part of the legislation resulting from 
the Enron debacle, PPA created a new 
right that allows participants who have 
three years of service to divest their 
accounts of publicly traded employer 
securities and be able to direct 
investment into at least three 
investment options other than employer 
securities that each have different risk 
and return characteristics.  PPA also 
requires plan sponsors to provide notice 
to participants at least 30 days prior to 
the individual first being eligible to 
exercise their diversification rights. 

Subject to a 
three-year 
phase-in 
period, the 
diversification 
rights apply 
beginning in 
2007. 

Notice 2006-107 provides transition 
guidance during 2007 with respect to 
the underlying diversification right and 
a model notice (as directed by PPA) 
that can be used to satisfy the 
diversification notice requirement.  
Note, DOL recently published final 
regulations under ERISA section 
502(c)(7) describing the applicable 
civil penalties for a plan sponsor who 
does not provide the notice.  29 C.F.R. 
§ 2560.502c-7. 

Funding Notice  DB Extends the annual funding notice 
(with additional information required 
and accelerated time when the notice 
must be provided) that had only applied 
to multiemployer plans to single 

Plan years 
beginning after 
December 31, 
2007.   

PPA directs DOL to issue a model 
notice that has not yet been released.   
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Name of 
Disclosure 

Types of 
Affected Plans 

Timing/ Changes IRS/DOL Guidance Deadline 
employer DB plans and includes a 
summary of the PBGC rules governing 
plan terminations.  The notice must be 
provided to participants, beneficiaries, 
and the PBGC generally within 120 
days after the end of the plan year to 
which it relates.  

Automatic 
Enrollment Notice 

DC While the IRS had blessed the use of 
automatic enrollment arrangements 
(where participants are automatically 
required to defer into a 401(k) account 
unless they affirmatively opt out), PPA 
modified Code section 401(k) and 
ERISA to provide a statutory basis for 
automatic enrollment arrangements and 
to clarify certain questions regarding 
automatic enrollment related to ERISA 
preemption and state wage withholding 
laws.  As part of an automatic 
enrollment arrangement, plan sponsors 
must provide participants with a notice 
which describes (i) the participant's 
right under the arrangement not to 
make elective deferrals or to have a 
different percentage of elective 
deferrals made on the employee's 
behalf and (ii) how contributions will 
be invested absent an employee 
investment direction.  Employees must 
be provided with a reasonable time 
period of time after receipt of the notice 
and prior to when the first elective 
deferral will be withheld. 

Applies 
beginning in 
2008. 

None 
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