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            ERIC Summary of Major Employer Provisions in the Pension Provisions of the Economic Growth

            and Tax Relief Reconciliation Act of 2001, Pub. L. 107-16 (EGTRRA), Including Revenue Costs

	Section 
	Provision
	Estimated Revenue Cost*

	§602
	Permitted deemed IRAs under employer plans if the plan allows employees to make voluntary employee contributions to a separate IRA account established under the plan. 

	Negligible 

	§611
	Increased 415(b) benefit limit from defined benefit plans to $160,000 from $140,000.  Applied an actuarial reduction below age 62, and an actuarial increase at age 65.


	$432

	§611
	Increased 415 (c)(1) limit on annual additions to defined contribution plans to $40,000 from $30,000.  Indexed for inflation in $1000 increments.  


	$180

	§611
	Increased 401(a)(17) compensation considered limit on amount of compensation that make be taken into account for determining benefits to $200,000 from $170K.  Indexed for inflation in $5,000 increments. 


	$1,346

	§611
	Increased 402(g)(1) elective deferral limit increased to $11,000 in 2002, $12,000 in 2003, $13,000 in 2004, $14,000 in 2005, and $15,000 in 2006.


	$5,138

	§613
	Modification of top heavy rules: eliminated 4 year look back when applying definition of key employee; changed ‘key employee’ definition to any officer having annual compensation greater than $130,000, indexed. A plan consisting solely of a CODA that satisfies the design-based safe harbor requirements of sections 401(k) and 401(m) no longer considered top-heavy. 


	$121

	§616
	Increased the percentage of covered compensation that an employer may contribute to a profit sharing plan or stock bonus plan under 404(a)(3) from 15% to 25%. 

	$182 

	§617
	Authorized Roth 401(k) deferrals.  
	+$320

	§618
	Authorized Saver’s Credit for low and middle-income workers.   

	9,987

	§621
	Permitted an employer to exclude from coverage and nondiscrimination tests nonresident aliens temporarily serving in the U.S. and engaged in international transportation services.


	$68

	§631
	Authorized catch-up contributions for individuals age fifty and above of up to $1,000 in 2002, $2,000 in 2003, $3,000 in 2004, $4,000 in 2005, and $5,000 in 2006. 


	$1,184

	§632
	Increased 415(c)(1) annual additions limit from 25% to 100% of the participant’s compensation.  

  
	$1,051

	§633
	Authorized accelerated vesting (3-year cliff, 6 year graded) for 401(m) matching contributions. 


	Negligible 

	§634
	Updated the minimum distribution rules by modifying life-expectancy tables. 


	$18

	§641
	Allowed rollovers between 457, 403(b), and 401 plans.  


	$57

	§642
	Permitted rollovers of deductible IRA’s into DC or DB plan.  


	Negligible

	§643
	Allowed after-tax rollovers to qualified defined contribution plans.


	Negligible 

	§644
	Provided for a hardship exception to the 60-day rollover rule. 


	Negligible

	§645
	Changed the treatment of forms of qualified plan distributions. Allowed a defined contribution plan to eliminate certain distribution forms if it retains a lump sum option.

	Negligible

	§646
	Rationalized restrictions on distributions by replacing “separation from service” with “severance from employment” under the same desk rule. 


	Negligible

	§648
	Allowed employers to disregard rollovers for purposes of cash-out amounts.


	Negligible

	§651; §652
	Repealed the 160% current liability-funding limit. Provided for excise tax relief for sound pension funding. Provided that the maximum contribution under 404(a)(1) will not be less than unfunded termination liability determined as if plan terminated at end of plan year.


	$326

	§654
	415(b) limits for multiemployer plans modified to eliminate 100% of three-year-high-average compensation.


	$41

	§657
	Provided for automatic rollover of involuntary distributions above $1,000 to an IRA or annuity.  


	$224

	§659
	Reduced excise tax on DB plans that fail to notify individuals of significant reduction in the rate of future benefit accrual. 


	Negligible

	§661
	Modified timing of plan valuations to allow election from same plan year to one year prior to beginning of plan year.

	Negligible

	§662
	Permitted ESOP dividends to be reinvested without loss of dividend deduction. 


	$588

	§665
	Provided that retirement advice provided employee is a de minimus fringe provided it is offered to all employees on substantially the same terms.


	Negligible

	§666
	Repealed the multiple use test.


	Revenue effects considered in other provisions. 


*In millions. Estimated Revenue Effect during the first 10 years (2001-2011), based on Joint Committee on Taxation estimates made when EGTRRA was passed in 2001.  Numbers are negative (revenue losses) unless otherwise indicated. 




�EMBED Presentations.Drawing.10  \* MERGEFORMAT \s���





PAGE  
1

[image: image2.wmf]_1087718483.unknown

