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(1) The benefit was in pay status on
the date of the termination of the plan.

(2) A benefit payable at normal re-
tirement age is an optional form of
payment to the benefit otherwise pay-
able at such age and the participant
elected the benefit before the termi-
nation date of the plan.

(3) Except for a benefit described in
paragraph (a)(2) of this section, before
the termination date (or on or before
the termination date, in the case of a
requirement that a participant attain a
particular age, earn a particular
amount of service, become disabled, or
die) the participant had satisfied the
conditions of the plan necessary to es-
tablish the right to receive the benefit
prior to such date (prior to or on such
date, in the case of a requirement that
a participant attain a particular age,
earn a particular amount of service, be-
come disabled, or die) other than appli-
cation for the benefit, satisfaction of a
waiting period described in the plan, or
retirement; or

(4) Absent an election by the partici-
pant, the benefit would be payable
upon retirement.

(5) In the case of a benefit that re-
turns all or a portion of a participant’s
accumulated mandatory employee con-
tributions upon death, the participant
(or beneficiary) had satisfied the condi-
tions of the plan necessary to establish
the right to the benefit other than
death or designation of a beneficiary.

(b) If none of the conditions set forth
in paragraph (a) of this section is met,
the PBGC will determine whether the
participant is entitled to a benefit on
the basis of the provisions of the plan
and the circumstances of the case.

[61 FR 34028, July 1, 1996, as amended at 67
FR 16954, Apr. 8, 2002]

§4022.5 Determination of nonforfeit-
able benefits.

(a) A guaranteed benefit payable to a
surviving beneficiary is not considered
to be forfeitable solely because the
plan provides that the benefit will
cease upon the remarriage of such ben-
eficiary or his attaining a specified
age. However, the PBGC will observe
the provisions of the plan relating to
the effect of such remarriage or attain-
ment of such specified age on the sur-
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viving beneficiary’s eligibility to con-
tinue to receive benefit payments.

(b) Any other provision in a plan that
the right to a benefit in pay status will
cease or be suspended upon the occur-
rence of any specified condition does
not automatically make that benefit
forfeitable. In each such case the PBGC
will determine whether the benefit is
forfeitable.

(c) A benefit guaranteed under §4022.6
shall not be considered forfeitable sole-
ly because the plan provides that upon
recovery of the participant the benefit
will cease.

§4022.6 Annuity payable for total dis-
ability.

(a) Except as provided in paragraph
(b) of this section, an annuity which is
payable (or would be payable after a
waiting period described in the plan,
whether or not the participant is in re-
ceipt of other benefits during such
waiting period), under the terms of a
plan on account of the total and per-
manent disability of a participant
which is expected to last for the life of
the participant and which began on or
before the termination date is consid-
ered to be a pension benefit.

(b) In any case in which the PBGC de-
termines that the standards for deter-
mining such total and permanent dis-
ability under a plan were unreasonable,
or were modified in anticipation of ter-
mination of the plan, the disability
benefits payable to a participant under
such standard shall not be guaranteed
unless the participant meets the stand-
ards of the Social Security Act and the
regulations promulgated thereunder
for determining total disability.

(c) For the purpose of this section, a
participant may be required, upon the
request of the PBGC, to submit to an
examination or to submit proof of con-
tinued total and permanent disability.
If the PBGC finds that a participant is
no longer so disabled, it may suspend,
modify, or discontinue the payment of
the disability benefit.

[61 FR 34028, July 1, 1996, as amended at 67

FR 16954, Apr. 8, 2002]

§4022.7 Benefits payable in a single in-
stallment.

(a) Alternative benefit. If a benefit
that is guaranteed under this part is
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payable in a single installment or sub-
stantially so under the terms of the
plan, or an option elected under the
plan by the participant, the benefit
will not be guaranteed or paid as such,
but the PBGC will guarantee the alter-
native benefit, if any, in the plan which
provides for the payment of equal peri-
odic installments for the life of the re-
cipient. If the plan provides more than
one such annuity, the recipient may
within 30 days after notification of the
proposed termination of the plan elect
to receive one of those annuities. If the
plan does not provide such an annuity,
the PBGC will guarantee an actuari-
ally equivalent life annuity.

(b)(1) Payment in lump sum. Notwith-
standing paragraph (a) of this section:

(i) In general. If the lump sum value
of a benefit (or of an estimated benefit)
payable by the PBGC is $5,000 or less
and the benefit is not yet in pay status,
the benefit (or estimated benefit) may
be paid in a lump sum.

(ii) Annuity option. If the PBGC would
otherwise make a lump sum payment
in accordance with paragraph (b)(1)(i)
of this section and the monthly benefit
(or the estimated monthly benefit) is
equal to or greater than $25 (at normal
retirement age and in the normal form
for an unmarried participant), the
PBGC will provide the option to re-
ceive the benefit in the form of an an-
nuity.

(iii) Election of QPSA lump sum. If the
lump sum value of annuity payments
under a qualified preretirement sur-
vivor annuity (or under an estimated
qualified preretirement survivor annu-
ity) is $5,000 or less, the benefit is not
yet in pay status, and the participant
dies after the termination date, the
benefit (or estimated benefit) may be
paid in a lump sum if so elected by the
surviving spouse.

(iv) Payments to estates. The PBGC
may pay any annuity payments pay-
able to an estate in a single install-
ment without regard to the threshold
in paragraph (b)(1)(i) of this section if
so elected by the estate. The PBGC will
discount the annuity payments using
the federal mid-term rate (as deter-
mined by the Secretary of the Treasury
pursuant to section 1274(d)(1)(C)(ii) of
the Code) applicable for the month the
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participant died based on monthly
compounding.

(2) Return of employee contributions—
(i) General. Notwithstanding any other
provision of this part, the PBGC may
pay in a single installment (or a series
of installments) instead of as an annu-
ity, the value of the portion of an indi-
vidual’s basic-type benefit derived from
mandatory employee contributions, if:

(A) The individual elects payment in
a single installment (or a series of in-
stallments) before the sixty-first (61st)
day after the date he or she receives
notice that such an election is avail-
able; and

(B) Payment in a single installment
(or a series of installments) is con-
sistent with the plan’s provisions. For
purposes of this part, the portion of an
individual’s basic-type benefit derived
from mandatory employee contribu-
tions is determined under §4044.12 (pri-
ority category 2 benefits) of this chap-
ter, and the value of that portion is
computed under the applicable rules
contained in part 4044, subpart B, of
this chapter.

(ii) Set-off for distributions after termi-
nation. The amount to be returned
under paragraph (b)(2)(i) of this section
is reduced by the set-off amount. The
set-off amount is the amount by which
distributions made to the individual
after the termination date exceed the
amount that would have been distrib-
uted, exclusive of mandatory employee
contributions, if the individual had
withdrawn the mandatory employee
contributions on the termination date.

Example: Participant A is receiving a ben-
efit of $600 per month when the plan termi-
nates, $200 of which is derived from manda-
tory employee contributions. If the partici-
pant had withdrawn his contributions on the
termination date, his benefit would have
been reduced to $400 per month. The partici-
pant receives two monthly payments after
the termination date. The set-off amount is
$400. (The $600 actual payment minus the $400
the participant would have received if he had
withdrawn his contributions multiplied by
the two months for which he received the
extra payment.)

(c) Death benefits—(1) General. Not-
withstanding paragraph (a) of this sec-
tion, a benefit that would otherwise be
guaranteed under the provisions of this
subpart, except for the fact that it is
payable solely in a single installment
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(or substantially so) upon the death of
a participant, shall be paid by the
PBGC as an annuity that has the same
value as the single installment. The
PBGC will in each case determine the
amount and duration of the annuity
based on all the facts and cir-
cumstances.

(2) Exception. Upon the death of a par-
ticipant the PBGC may pay in a single
installment (or a series of install-
ments) that portion of the partici-
pant’s accumulated mandatory em-
ployee contributions that is payable
under the plan in a single installment
(or a series of installments) upon the
participant’s death.

(d) Determination of lump sum amount.
For purposes of paragraph (b)(1) of this
section—

(1) Benefits disregarded. In deter-
mining whether the lump-sum value of
a benefit is $5,000 or less, the PBGC
may disregard the value of any benefits
the plan or the PBGC previously paid
in lump-sum form or the plan paid by
purchasing an annuity contract, the
value of any benefits returned under
paragraph (b)(2) of this section, and the
value of any benefits the PBGC has not
yet determined under section 4022(c) of
ERISA.

(2) Actuarial assumptions. The PBGC
will calculate the lump sum value of a
benefit by valuing the monthly annu-
ity benefits payable in the form deter-
mined under §4044.51(a) of this chapter
and commencing at the time deter-
mined under §4044.51(b) of this chapter.
The actuarial assumptions used will be
those described in 8§4044.52, except
that—

(i) Loading for expenses. There will be
no adjustment to reflect the loading
for expenses;

(ii) Mortality rates and interest assump-
tions. The mortality rates in appendix
A to this part and the interest assump-
tions in appendix B to this part will
apply; and

(iii) Date for determining lump sum
value. The date as of which a lump sum
value is calculated is the termination
date, except that in the case of a subse-
quent insufficiency it is the date de-
scribed in section 4062(b)(1)(B) of
ERISA.
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(e) Publication of lump sum rates. The
PBGC will provide two sets of lump
sum interest rates as follows—

(1) In appendix B to this part, the
lump sum interest rates for PBGC pay-
ments, as provided under paragraph
(d)(2) of this section; and

(2) In appendix C to this part, the
lump sum interest rates for private-
sector payments.

[61 FR 34028, July 1, 1996, as amended at 63
FR 38306, July 16, 1998; 65 FR 14752, 14755,
Mar. 17, 2000; 67 FR 16954, Apr. 8, 2002]

§4022.8 Form of payment.

(@) In general. This section applies
where benefits are not already in pay
status. Except as provided in §4022.7
(relating to the payment of lump
sums), the PBGC will pay benefits—

(1) In the automatic PBGC form de-
scribed in paragraph (b) of this section;
or

(2) If an optional PBGC form de-
scribed in paragraph (c) of this section
is elected, in that optional form.

(b) Automatic PBGC form. (1) Partici-
pants. (i) Married participants. The auto-
matic PBGC form with respect to a
participant who is married at the time
the benefit enters pay status is the
form a married participant would be
entitled to receive from the plan in the
absence of an election.

(ii) Unmarried participants. The auto-
matic PBGC form with respect to a
participant who is unmarried at the
time the benefit enters pay status is
the form an unmarried person would be
entitled to receive from the plan in the
absence of an election.

(2) Beneficiaries. (i) QPSA beneficiaries.
The automatic PBGC form with respect
to the spouse of a married participant
in a plan with a termination date on or
after August 23, 1984, who dies before
his or her benefit enters pay status is
the qualified preretirement survivor
annuity such a spouse would be enti-
tled to receive from the plan in the ab-
sence of an election. The PBGC will not
charge the participant or beneficiary
for this survivor benefit coverage for
the time period beginning on the plan’s
termination date (regardless of wheth-
er the plan would have charged).

(ii) Alternate payees. The automatic
PBGC form with respect to an alter-
nate payee with a separate interest
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