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(which would otherwise permit a plan 
to disregard service performed by an 
employee during a computation period 
in which the employee is credited with 
less than 1,000 hours). See the regula-
tions under section 411(b) (relating to 
benefit accrual). 

(f) Transfers between methods of cred-
iting service—(1) Single plan. A plan may 
provide that an employee’s service for 
purposes of eligibility to participate, 
vesting or benefit accrual shall be de-
termined on the basis of computation 
periods under the general method set 
forth in 29 CFR 2530.200b–2 for certain 
classes of employees but under the al-
ternative method permitted under this 
section for other classes of employees 
if the plan provides as follows— 

(i) In the case of an employee who 
transfers from a class of employees 
whose service is determined on the 
basis of computation periods to a class 
of employees whose service is deter-
mined on the alternative basis per-
mitted under this section, the em-
ployee shall receive credit for a period 
of service consisting of— 

(A) A number of years equal to the 
number of years of service credited to 
the employee before the computation 
period during which the transfer oc-
curs; and 

(B) The greater of (1) the period of 
service that would be credited to the 
employee under the elapsed time meth-
od for his service during the entire 
computation period in which the trans-
fer occurs or (2) the service taken into 
account under the computation periods 
method as of the date of the transfer. 

In addition, the employee shall re-
ceive credit for service subsequent to 
the transfer commencing on the day 
after the last day of the computation 
period in which the transfer occurs. 

(ii) In the case of an employee who 
transfers from a class of employees 
whose service is determined on the al-
ternative basis permitted under this 
section to a class of employees whose 
service is determined on the basis of 
computation periods— 

(A) The employee shall receive cred-
it, as of the date of the transfer, for a 
number of years of service equal to the 
number of 1-year periods of service 
credited to the employee as of the date 
of the transfer, and 

(B) The employee shall receive cred-
it, in the computation period which in-
cludes the date of the transfer, for a 
number of hours of service determined 
by applying one of the equivalencies 
set forth in 29 CFR 2530.200b–3 (e) (1) to 
any fractional part of a year credited 
to the employee under this section as 
of the date of the transfer. Such 
equivalency shall be set forth in the 
plan and shall apply to all similarly 
situated employees. 

(2) More than one plan. In the case of 
an employee who transfers from a plan 
using either the general method of de-
termining service on the basis of com-
putation periods set forth in 29 CFR 
2530.200b–2 or the method of deter-
mining service permitted under this 
section to a plan using the other meth-
od of determining service, all service 
required to be credited under the plan 
to which the employee transfers shall 
be determined by applying the rules of 
paragraph (f)(1) of this section. 

(g) Amendments to change method of 
crediting service. A plan may be amend-
ed to change the method of crediting 
service for any purpose or for any class 
of employees between the general 
method set forth in 29 CFR 2530.200–2 
and the method permitted under this 
section, if such amendment contains 
provisions under which each employee 
with respect to whom the method of 
crediting service is changed is treated 
in the same manner as an employee 
who transfers from one class of em-
ployees to another under paragraph 
(f)(1) of this section. 

(h) Transitional rule. For plans in ex-
istence on [insert the date of the publi-
cation of this document], the provi-
sions of paragraph (f) of this section 
are effective for plan years beginning 
after December 31, 1983. 

[T.D. 7703, 45 FR 40980, June 17, 1980] 

§ 1.410(a)–8 Five consecutive 1-year 
breaks in service, transitional rules 
under the Retirement Equity Act of 
1984. 

Sections 410(a)(5)(D) and 411(a)(6)(D), 
as amended by the Retirement Equity 
Act of 1984 (REA 1984), permit a plan to 
disregard years of service that were 
disregarded under the plan provisions 
satisfying those sections (as in effect 
on August 22, 1984) as of the day before 
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the REA amendments apply to the 
plan. Under section 302(a) of REA 1984, 
the new break-in-service rules gen-
erally apply to plan years beginning 
after December 31, 1984. Thus, for ex-
ample, assume a plan has a calendar 
plan year and disregarded years of 
service as permitted by sections 
410(a)(5)(D) and 411(a)(6)(D) as in effect 
on August 22, 1984. An employee com-
pleted two years of service in 1981 and 
1982, and then incurred two consecutive 
1-year breaks in service in 1983 and 
1984. The plans may disregard the prior 
years of service even though the em-
ployee did not incur five consecutive 1- 
year breaks in service. On the other 
hand, assume the employee completed 
three consecutive years of service be-
ginning in 1980, and incurred two 1-year 
breaks in service in 1983 and 1984. Be-
cause, as of December 31, 1984, the 
years of service credited before 1983 
could not be disregarded, whether the 
plan may subsequently disregard those 
years of service would be governed by 
the rules enacted by REA 1984. 

[T.D. 8219, 53 FR 31851, Aug. 22, 1988; 53 FR 
48534, Dec. 1, 1988] 

§ 1.410(a)–8T Year of service; break in 
service (temporary). 

(a)–(b) [Reserved] 
(c) Breaks in service. 
(1) [Reserved] 
(2) Employees under 2-year 100 percent 

vesting schedule—(i) General rule. In the 
case of an employee who incurs a 1- 
year break in service under a plan 
which provides that after not more 
than 2 years of service each partici-
pant’s right to his accrued benefit 
under the plan is completely non-
forfeitable (within the meaning of sec-
tion 411 and the regulations there-
under) at the time such benefit ac-
crues, the employee’s service before 
the break in service is not required to 
be taken into account after the break 
in service in determining the employ-
ee’s years of service under section 
410(a)(1) and § 1.410(a)–3 if such em-
ployee has not satisfied such service re-
quirement. 

(ii) Example. The rules of this sub-
paragraph are illustrated by the fol-
lowing example: 

Example. A qualified plan computing serv-
ice by the actual counting of hours provides 

full and immediate vesting. The plan can not 
require as a condition of participation that 
an employee complete 2 consecutive years of 
service with the employer because the re-
quirement as to consecutive years is not per-
mitted under section 410(a)(5). However, such 
a plan can require 2 years without a break in 
service, i.e., 2 years with no intervening 
years in which the employee fails to com-
plete more than 500 hours of service. Under a 
plan containing such a participation require-
ment, the following example illustrates 
when employees would become eligible to 
participate. 

Year 

Hours of service completed 

Employee 
A 

Employee 
B 

Employee 
C 

1 ............................... 1,000 1,000 1,000 
2 ............................... 1,000 700 500 
3 ............................... 1,000 1,000 1,000 
4 ............................... 1,000 1,000 700 
5 ............................... 1,000 1,000 1,000 

NOTE: Employee A will have satisfied the 
plan’s service requirement at the end of year 
2, Employee B at the end of year 3, and Em-
ployee C at the end of year 5. 

(3) One-year break in service— 
(i) [Reserved] 
(ii) Examples. The rules provided by 

this subparagraph are illustrated by 
the following examples: 

Example (1). Employee A completes a year 
of service under a plan computing service by 
the actual counting of hours for the 12- 
month period ending December 31, 1989, and 
incurs a 1-year break in service for the 12- 
month period ending December 31, 1990. The 
plan does not contain the provisions per-
mitted by section 410(a)(5)(B) (relating to 2- 
year 100 percent vesting) and section 
410(a)(5)(D) (relating to nonvested partici-
pants). Thereafter, he does not complete a 
year of service. As of January 1, 1991, in com-
puting his period of service under the plan 
his service prior to December 31, 1990, is not 
required to be taken into account for pur-
poses of section 410(a)(1) and § 1.410(a)–3. 

[T.D. 8170, 53 FR 239, Jan. 6, 1988] 

§ 1.410(a)–9 Maternity and paternity 
absence. 

(a) Elapsed time—(1) Rule. For pur-
poses of applying the rules of § 1.410(a)– 
7 (relating to the elapsed time method 
of crediting service) to absences de-
scribed in sections 410(a)(5)(E) and 
411(a)(6)(E) (relating to maternity or 
paternity absence), the severance from 
service date of an employee who is ab-
sent from service beyond the first anni-
versary of the first day of absence by 
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