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management or highly compensated
employees;

(c) A plan established and maintained
by a society, order, or association de-
scribed in section 501(c)(8) or (9) of the
Code, if no part of the contributions to
or under such plan are made by em-
ployers of participants in such plan;

(d) A trust described in section
501(c)(18) of the Code;

(e) A plan which is established and
maintained by a labor organization de-
scribed in section 501(c)(5) of the Code
and which does not at any time after
the date of enactment of the Act pro-
vide for employer contributions;

(f) Any agreement providing pay-
ments to a retired partner or a de-
ceased partner’s successor in interest,
as described in section 736 of the Code;

(9) An individual retirement account
or annuity described in section 408 of
the Code, or a retirement bond de-
scribed in section 409 of the Code;

(h) An excess benefit plan as de-
scribed in section 3(36) of the Act.

Subpart B—Participation, Vesting
and Benefit Accrual

§2530.202-1 Eligibility to participate;
general.

(a) Section 202 of the Act and section
410 of the Code contain minimum par-
ticipation standards relating to certain
employee pension benefit plans. In gen-
eral, an employee pension benefit plan
may not require, as a condition of par-
ticipation in the plan, that an em-
ployee complete a period of service
with the employer or employers main-
taining the plan in excess of limits es-
tablished by section 202 of the Act and
section 410 of the Code and the regula-
tions issued thereunder. Service for
this purpose is measured in units of
years of service. Section 2530.202-2 sets
forth rules relating to the computation
periods which a plan must use to deter-
mine whether an employee has com-
pleted a year of service for purposes of
eligibility to participate (“eligibility
computation periods”).

(b) For rules relating to “service with
the employer or employers maintain-
ing the plan”, see §2530.210.
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§2530.202-2 Eligibility
period.

(a) Initial eligibility computation pe-
riod. For purposes of section
202(a)(1)(A)(ii) of the Act and section
410(a)(1)(A)(ii) of the Code, the initial
eligibility computation period the plan
must use is the 12-consecutive-month
period beginning on the employment
commencement date. An employee’s
employment commencement date is
the first day for which the employee is
entitled to be credited with an hour of
service described in §2530.200b-2(a)(1)
for an employer maintaining the plan.
(For establishment of a reemployment
commencement date following a break
in service, see §2530.200b-4(b)(1)(iii) and
@iv).)

(b) Eligibility computation periods after
the initial eligibility computation period.
In measuring years of service for pur-
poses of eligibility to participate after
the initial eligibility computation pe-
riod, a plan may adopt either of the fol-
lowing alternatives:

(1) A plan may designate 12-consecu-
tive-month periods beginning on the
first anniversary of an employee’s em-
ployment commencement date and suc-
ceeding anniversaries thereof as the
eligibility computation period after
the initial eligibility computation pe-
riod; or

(2) A plan may designate plan years
beginning with the plan year which in-
cludes the first anniversary of an em-
ployee’s employment commencement
date as the eligibility computation pe-
riod after the initial eligibility com-
putation period (without regard to
whether the employee is entitled to be
credited with 1,000 hours of service dur-
ing such period), provided that an em-
ployee who is credited with 1,000 hours
of service in both the initial eligibility
computation period and the plan year
which includes the first anniversary of
the employee’s employment com-
mencement date is credited with two
years of service for purposes of eligi-
bility to participate.

(c) Service prior to a break in service.
For purposes of applying section
202(b)(4) of the Act and section
410(a)(5)(D) of the Code (relating to
years of service completed prior to a
break in service for purposes of eligi-
bility to participate), the computation

computation
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periods used by a plan in determining
years of service before such break shall
be the eligibility computation periods
established in accordance with para-
graphs (a) and (b) of this section.

(d) Plans with 3-year 100 percent vest-
ing. A plan which, under 202(a)(1)(B)(i)
of the Act and section 410a(1)(B)(i) of
the Code, requires more than one year
of service for eligibility to participate
in the plan shall use an initial eligi-
bility computation period established
under paragraph (a) of this section and
eligibility computation periods des-
ignated in accordance with paragraph
(b) of this section. Thus, for the eligi-
bility computation period after the ini-
tial eligibility computation period,
such a plan may designate either eligi-
bility computation periods beginning
on anniversaries of an employee’s em-
ployment commencement date or plan
years beginning with the plan year
which includes the anniversary of the
first day of the initial eligibility com-
putation period.

(e) Alternative eligibility computation
period. The following rule is designed
primarily for a plan using a rec-
ordkeeping system which does not per-
mit the plan to identify an employee’s
employment commencement date (or,
in the case of an employee who has in-
curred a one-year break in service, the
employee’s reemployment commence-
ment date), but which does permit the
plan to identify a period of no more
than 31 days during which the employ-
ee’s employment commencement date
(or reemployment commencement
date) occurred.

(1) A plan may use an initial eligi-
bility computation period (or initial
computation period for measuring
completion of a year of service upon an
employee’s return after a one-year
break in service) beginning on the first
day of a period of no more than 31 days
during which an employee’s employ-
ment commencement date (or reem-
ployment commencement date) occurs
and ending on the anniversary of the
last day of such period.

(2) If a plan uses an initial eligibility
computation period (or initial com-
putation period for measuring comple-
tion of a year of service upon an em-
ployee’s return after a one-year break
in service) permitted under paragraph

§2530.202-2

(e)(1) of this section, the plan shall use
the following computation periods
after the initial computation period:

(i) If the plan does not use plan years
for computation periods after the ini-
tial computation period, the plan shall
use computation periods beginning on
anniversaries of the first day of the ini-
tial computation period and ending on
anniversaries of the last day of the ini-
tial computation period, and including
a period of at least 12 consecutive
months.

(ii) If the plan uses plan years for
computation periods after the initial
computation period, the plan shall use
plan years beginning with the plan
year which includes the anniversary of
the first day of the initial computation
period.

(3) For purposes of determining an
employee’s commencement of partici-
pation under section 202(a)(4) of the
Act and section 410(a)(4) of the Code,
regardless of whether an eligibility
computation period permitted under
this paragraph includes a period longer
than 12 consecutive months, an em-
ployee who completes 1,000 hours of
service in such eligibility computation
period shall be treated as having satis-
fied the plan’s service requirement for
eligibility to participate as of the last
day of the 12-consecutive-month period
beginning on the first day of such eligi-
bility computation period. In the case
of a plan described in section
202(a)(1)(B)(i) of the Act and section
410(a)(1)(B)(i) of the Code, the require-
ment of the preceding sentence shall
apply only with respect to the last year
of service required under the plan for
eligibility to participate.

(4) Example. A plan maintained by
Employer X obtains records from X
which indicate the number of hours
worked by an employee during a
monthly payroll period. The records do
not, however, break down the number
of hours worked by an employee by
days. Thus, after a new employee has
begun employment with X it is impos-
sible for the plan to ascertain the em-
ployee’s employment commencement
date from the records furnished by X
(although it is possible for the plan to
determine the month during which an
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employee’s employment commence-
ment date occurred). For administra-
tive convenience, in conjunction with
the equivalency based on hours worked
permitted under §2530.200b-3(d)(1), and
with the method of crediting hours of
service to computation periods set
forth in §2530.200b-2(c)(4), the plan uses
the alternative initial eligibility com-
putation period permitted under this
paragraph. The plan provides that an
employee’s initial eligibility computa-
tion period shall be the period begin-
ning on the first day of the first
monthly payroll period for which the
employee is entitled to credit for the
performance of duties and ending on
the last day of the monthly payroll pe-
riod which includes the anniversary of
the last day of the initial monthly pay-
roll period. This condition ensures that
the initial eligibility computation pe-
riod will include the 12-consecutive-
month period beginning on the employ-
ee’s employment commencement date
and ending on the day before the anni-
versary of the employee’s employment
commencement date. If, however, an
employee completes the plans require-
ment of one year of service for eligi-
bility to participate (i.e., completion of
870 hours worked in an eligibility com-
putation period) in the initial eligi-
bility computation period, the plan
provides that the employee is deemed
to have satisfied the plan’s service re-
quirements for eligibility to partici-
pate as of the day before the anniver-
sary of the first day of the initial eligi-
bility computation period. This provi-
sion ensures that no employee who has
in fact completed 1000 hours of service
in the 12-consecutive-month period be-
ginning on the employee’s employment
commencement date will be admitted
to participation later than the date
specified under section 202(a)(4) of the
Act and section 410(a)(4) of the Code.
For example, in the case of an em-
ployee who begins employment in Jan-
uary 1977, the employee’s initial eligi-
bility computation period begins on
January 1, 1977 and ends on January 31,
1978. If the employee completes 879
hours worked in the initial eligibility
computation period, the employee is
treated as having met the plan’s serv-
ice requirements for eligibility to par-
ticipate as of December 31, 1977. If the
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plan provides for semi-annual entry
dates of January 1 and July 1, and the
employee has met any eligibility re-
quirements of the plan other than the
minimum service requirement as of De-
cember 31, 1977, the plan must provide
that the employee commences partici-
pation as of January 1, 1978.

§2530.203-1 Vesting; general.

(a) Section 203 of the Act and section
411(a) of the Code contain minimum
vesting standards relating to certain
employee pension benefit plans. In gen-
eral, a pension plan subject to section
203 of the Act of section 411(a) of the
Code must meet certain requirements
relating to an employee’s nonforfeit-
able (“vested”) right to his or her nor-
mal retirement benefit. One of these
requirements specifies that an employ-
ee’s accrued benefit derived from em-
ployer contributions must be vested in
accordance with certain schedules. The
schedules (or alternative minimum
vesting standards) are generally based
on the employee’s number of years of
service with the employer or employers
maintaining the plan. Section 2530.203-
2 sets forth rules relating to the com-
putation periods used to determine
whether an employee has completed a
year of service for vesting purposes
(“vesting computation periods”).

(b) For rules relating to service with
the employer or employers maintain-
ing the plan, see §2530.210.

§2530.203-2 Vesting computation pe-
riod.

(a) Designation of vesting computation
periods. Except as provided in para-
graph (b) of this section, a plan may
designate any 12-consecutive-month
period as the vesting computation pe-
riod. The period so designated must
apply equally to all participants. This
requirement may be satisfied even
though the actual 12-consecutive-
month periods are not the same for all
employees (e.g., if the designated vest-
ing computation period is the 12-con-
secutive-month period beginning on an
employee’s employment commence-
ment date and anniversaries of that
date). The plan is prohibited, however,
from using any period that would re-
sult in artificial postponement of vest-
ing credit, such as a period meassured
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