Fin 461

Quiz

Chapters 7 & 8

Name: ___________________________________

1. _____When testing a 401(k) plan under the 410(b) participation rules, and individual eligible to make a salary deferral election is considered a participant.
2. _____ A plan will satisfy Sec 410(b) participation rules if it benefits at least 70% of employees who are highly compensated.

3. _____ If the employer excludes all highly compensated employees; the plan is required to cover only 70% of the non-highly compensated employees.

4._____ For purposes of determining eligibility in a DC plan, an employee who works 1000 hours during the initial 12 month period after being employed will earn a year of service.
5._____  Essentially, SEPs have a 2 year waiting period and SIMPLES have a 3 year waiting period.

6.  _____  Under safe harbor statutory rules, a plan will be deemed nondiscriminatory if contributions or benefits bear a uniform relationship to compensation.

7.  _____ Members of a collective bargaining unit may only be excluded from participation if the union offers a safe harbor 401(k) plan and union employees constitute less than 20% of the NHCE workforce.

8. _____ Under the rules, the integration portion of the employer contribution cannot exceed the contribution that is based on total compensation.  This means that if 4 percent is contributed based on total salary, an additional 4% can be contributed based on compensation in excess of the integration level.
9. _____ Because DB plans provide a guaranteed benefit at retirement, they cannot be integrated with social security.

10. _____ Cross testing in a DC plan refers to testing benefits and required the conversion of employer allocations to equivalent life benefit units.
