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1. PPA Technical Correction Bills Introduced in House and Senate 
 
Among the last acts of Congress before they fled for the August “District Work Period” 
(otherwise known as “recess”), the leaders of the Senate Health, Education, Labor and Pensions 
(HELP) Committee and of the Senate Finance Committee introduced S. 1974 and the House 
Committee on Ways & Means, along with the Committee on Education and Labor, introduced 
H.R. 3361, implementing a number of PPA technical corrections.   See the Joint Tax 
Committee’s “Description of the ‘Pension Protection Technical Corrections Act of 2007’,” a 
textual description of the changes available at:  http://www.house.gov/jct/x-60-07.pdf.     
 
The following is a summary of the proposed technical correction changes as listed by the Senate 
HELP Committee.   
 

S. 1974 – Pension Protection Technical Correction Act of 2007 Highlights 
 
According to the Senate release on the S. 1974, the major concerns addressed in the Pension 
Protection Technical Correction Act of 2007 include: 
 
• The 2008 transition rule for determining at-risk status applies to both the 70% and 80% prongs. 
• Lump sums of $5,000 or less can be paid, even if an underfunded plan is otherwise prohibited 
from paying lump sums. 
• If a multiemployer plan is in critical status, the restriction on accelerated forms of payment 
only applies to participants whose payments begin after notice of the restriction is provided. 
• Fiduciary relief that is currently available during a “blackout period” (which spans three 
consecutive days or more) is also extended to periods of less than three consecutive days. 
• For applicable defined benefit (hybrid) plans: 

o The new vesting rules for hybrid plans are effective on the basis of plan years and 
apply to participants with an hour of service after the applicable effective date for the plan. 

o The new interest crediting rules for hybrid plans in existence on June 29, 2005 apply 
to years beginning after December 31, 2007, unless the sponsor elects to apply the rules earlier. 

o The vesting and interest crediting rules that apply to collectively bargained plans do 
not apply to plan years beginning before the earlier of: (1) (a) the later of January 1, 2008 or (b) 
the termination of the collective bargaining agreement; or (2) January 1, 2010. 
• The combined plan deduction limit for defined benefit and defined contribution plans does not 
apply to the defined benefit plan if contributions to the defined contribution plan are no more 
than 6% of compensation. If these contributions are more than 6% of compensation, only 
contributions in excess of 6% count toward the deduction limit. 
• All plans must permit rollovers out of the plan for non-spousal beneficiaries. 
• The exclusion for up to $3,000 of health insurance premiums for retired public safety officers 
applies to self-funded arrangements. 
• Permissible withdrawals for employees opting out of automatic enrollment arrangements after 
the first contribution has been withheld are also available for SIMPLE IRAs and SARSEPS. 
 
 
 
 

http://www.house.gov/jct/x-60-07.pdf
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2. 401(k) Community Responds to Fee Disclosure – Comments and AARP Survey 
 
401(k) fees continue to be a hot topic! In April 401(k) plans’ investment fees and fee disclosures 
became the focus of both the U.S. Security and Exchange Commission and the U.S. Department 
of Labor’s Employee Benefits Security Administration. SEC Chairman Cox has focused on 
disclosure of fees and charges passed through to 401(k) plan participants. EBSA issued an 
extensive request for information (RFI) seeking information from all interested parties regarding 
all types of 401(k) fees and expenses, whether they involved investments or administration fees. 
72 FR 20457 (April 25, 2007). EBSA’s stated goal was to solicit input from all affected parties 
with the goal of ensuring “that participants and beneficiaries have the information they need to 
make informed decisions about the management of their individual accounts and the investment 
of their retirement savings.”  In addition, the AARP has recently provided some important data 
reflecting awareness and views among 401(k) plan participants.  
 
 Public 401(k) Fee Comments to EBSA 
 
The 401(k) community responded to EBSA with more than 80 sets of comments on fee 
disclosures, most of which urged that the disclosures not become so extensive and complicated 
that plan participants give up attempting to read any of the 401(k) material. As the American 
Benefits Council put it so simply, “It is critical, however, that any fee disclosures actually be 
useful to typical plan participants…more disclosure is not necessarily better disclosure.”    
 
The ERISA Industry Committee’s submission outlined the following several basic fee disclosure 
principles that their membership believes are essential.  
 

 Disclosure should be designed primarily to inform participants of their investment 
choices. Caution should be exercised so as not to require the universal provision of 
information that is not material to that goal.  

 Any new disclosure requirements must be cost-efficient. In most large plans, the majority 
of plan costs are borne by participants.  

 Any new disclosure requirements should be clear.  Any new requirements must provide 
clear guidance that allows plan sponsors to know with precision what is required of them.  

 Plan sponsors will often require the cooperation of service providers to provide 
disclosure.  The Department should be careful not to create any potential liability for plan 
sponsors who have been unable to obtain such information despite a good-faith effort. 

 Any new disclosure requirements must be clearly prospective only.  
 
AARP Survey Reveals Plan Participants’ Views on Fees 

 
Eighty-three percent of 401(k) plan participants admit they do not know how much they pay in 
401(k) in fees and more than half say they do not know what effect fees can have on their 
retirement, according to an AARP survey, 401(k) Participants’ Awareness and Understanding of 
Fees, released in July 2007.  What they do know – is that the employer should be responsible for 
ensuring that plan participants have a clear  understanding of the fees charged by their plans. 
Among survey respondents, 61 percent said employers should bear that responsibility.  In fact, 
ERISA does require that plan fiduciaries operate retirement benefit plans of any type “solely in 
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the interest of” participants and beneficiaries and for the “exclusive purpose” of providing 
benefits and paying the “reasonable expenses of administering plan.” So unless the plan sponsor 
is paying all fees of the plan, ERISA plan administrators should be aware of all plan fees and 
should take steps to keep plan participants aware of the fees the plan participant is paying.  
 
Survey respondents placed most – but not all – of the burden for understanding fees on the 
employer. Slightly more than half the respondents felt service providers to the plan should also 
be responsible for fee information and 46 percent thought the employees should be responsible 
for their understanding of plan fees.  Only 13 percent believed government should be responsible 
for plan participants’ understanding of plan fees.  When asked about their plans’ specific fees, 
more than half of the respondents said they did not know whether their plan charged these 
specific fees.  
 
 Preferred Fee Information Medium 
 
While computerized, sophisticated screens may seem like the best way to deliver 401(k) 
information, especially with respect to fees, respondents, regardless of age, heavily favored 
written information. Seventy-seven percent of respondents wanted fee information through paper 
in written form. Preference for paper varied only slightly by age. Of those age 25 to 49, 76 
percent wanted paper and 35 percent wanted internet fee information. For those age 50 and over, 
78 percent wanted fee information on paper and 21 percent wanted the information through the 
internet.  
The study, conducted from June 8 to through the 24th surveyed almost 1,600 401(k) plan 
participants age 25 and older, using a nationally representative online panel. 
 
 
3. DOL Final Rule on PPA Notice of Right to Sell Company Stock 

In an unusual move, the Department of Labor Department's Employee Benefits Security 
Administration released a “direct final rule” implementing the Pension Protection Act’s 
requirement that plans holding employer stock notify participants and beneficiaries of their right 
to sell that stock and of the importance of diversifying the investment of retirement account 
assets.  72 Fed. Reg. 44970 (Aug. 10, 2007).  The PPA amended ERISA section 101(m) to 
establish these rights of plan participants and beneficiaries to sell the company stock in their 
accounts and reinvest the proceeds into other investments available under a plan. The PPA also 
gives the department authority to assess civil monetary penalties up to $100 per day against plan 
administrators for each violation of the new notice requirement. 

The PPA also required the Treasury to produce a model section 101(m) notice on diversification 
rights, which the IRS published as Notice 2006-107.  That notice provides transitional guidance 
on IRC sec. 401(a)(35) and the parallel ERISA section 204(j).  
 
As Brad Campbell, assistant secretary of EBSA explained it, "The Pension Protection Act 
enacted President Bush's proposal to guarantee workers the right to sell company stock in their 
401(k)-type plans."  "The new right to diversify is an important step in improving retirement 
security. This rule enforces that right by penalizing plan officials who fail to give workers the 
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required notice."  A proposed rule was also released, but unless the final rule receives substantial 
adverse comments, the direct final rule will be effective October 9, 2007, and the proposed rule 
will be dropped. 
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