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29 C.F.R. § 2550.401c-1

Definition of “plan assets”—insurance company general accounts.

(a) In general. (1) This section describes, in the case where an insurer issues one or more policies to or for the
benefit of an employee benefit plan (and such policies are supported by assets of an insurance company's
general account), which assets held by the insurer (other than plan assets held in its separate accounts)
constitute plan assets for purposes of Subtitle A, and Parts 1 and 4 of Subtitle B, of Title I of the Employee
Retirement Income Security Act of 1974 (ERISA or the Act) and section 4975 of the Internal Revenue Code
(the Code), and provides guidance with respect to the application of Title I of the Act and section 4975 of
the Code to the general account assets of insurers.

(2) Generally, when a plan has acquired a Transition Policy (as defined in paragraph (h)(6) of this section), the
plan's assets include the Transition Policy, but do not include any of the underlying assets of the insurer's
general account if the insurer satisfies the requirements of paragraphs (c) through (f) of this section or, if the
requirements of paragraphs (c) through (f) were not satisfied, the insurer cures the non-compliance through
satisfaction of the requirements in paragraph (i)(5) of this section.

(3) For purposes of paragraph (a)(2) of this section, a plan's assets will not include any of the underlying assets
of the insurer's general account if the insurer fails to satisfy the requirements of paragraphs (c) through (f) of
this section solely because of the takeover of the insurer's operations from management as a result of the
granting of a petition filed in delinquency proceedings in the State court where the insurer is domiciled.

(b) Approval by fiduciary independent of the issuer—(1) In general. An independent plan fiduciary who has the
authority to manage and control the assets of the plan must expressly authorize the acquisition or
purchase of the Transition Policy. For purposes of this paragraph, a fiduciary is not independent if the
fiduciary is an affiliate of the insurer issuing the policy.

(2) Notwithstanding paragraph (b)(1) of this section, the authorization by an independent plan fiduciary is not
required if:

(i) The insurer is the employer maintaining the plan, or a party in interest which is wholly owned by the
employer maintaining the plan; and

(ii) The requirements of section 408(b)(5) of the Act are met. [l

(c) Duty of disclosure—(1) In general. An insurer shall furnish the information described in paragraphs (c)(3)
and (c)(4) of this section to a plan fiduciary acting on behalf of a plan to which a Transition Policy has been
issued. Paragraph (c)(2) of this section describes the style and format of such disclosure. Paragraph (c)(3)
of this section describes the content of the initial disclosure. Paragraph (c)(4) of this section describes the
information that must be disclosed by the insurer at least once per year for as long as the Transition Policy
remains outstanding.
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(2) Style and format. The disclosure required by this paragraph should be clear and concise and written in a
manner calculated to be understood by a plan fiduciary, without relinquishing any of the substantive detail
required by paragraphs (c)(3) and (c)(4) of this section. The information does not have to be organized in any
particular order but should be presented in a manner which makes it easy to understand the operation of the
Transition Policy.

(3) Initial disclosure. The insurer must provide to the plan, either as part of an amended policy, or as a separate
written document, the disclosure information set forth in paragraphs (c)(3)(i) through (iv) of this section. The
disclosure must include all of the following information which is applicable to the Transition Policy:

(i) A description of the method by which any income and any expense of the insurer's general account are
allocated to the policy during the term of the policy and upon its termination, including:

(A) A description of the method used by the insurer to determine the fees, charges, expenses or other amounts
that are, or may be, assessed against the policyholder or deducted by the insurer from any accumulation fund
under the policy, including the extent and frequency with which such fees, charges, expenses or other amounts
may be modified by the insurance company;

(B) A description of the method by which the insurer determines the return to be credited to any accumulation
fund under the policy, including a description of the method used to allocate income and expenses to lines of
business, business segments, and policies within such lines of business and business segments, and a description
of how any withdrawals, transfers, or payments will affect the amount of the return credited;

(C) A description of the rights which the policyholder or plan participants have to withdraw or transfer all or a
portion of any accumulation fund under the policy, or to apply the amount of a withdrawal to the purchase of
guaranteed benefits or to the payment of benefits, and the terms on which such withdrawals or other
applications of funds may be made, including a description of any charges, fees, credits, market value
adjustments, or any other charges or adjustments, both positive and negative;

(D) A statement of the method used to calculate any charges, fees, credits or market value adjustments described
in paragraph (c)(3)(i)(C) of this section, and, upon the request of a plan fiduciary, the insurer must provide
within 30 days of the request:

(1) The formula actually used to calculate the market value adjustment, if any, to be applied to the unallocated
amount in the accumulation fund upon distribution of a lump sum payment to the policyholder, and

(2) The actual calculation, as of a specified date that is no earlier than the last contract anniversary preceding the
date of the request, of the applicable market value adjustment, including a description of the specific variables
used in the calculation, the value of each of the variables, and a general description of how the value of each of
those variables was determined.

(3) If the formula is based on interest rate guarantees applicable to new contracts of the same class or classes,
and the duration of the assets underlying the accumulation fund, the contract must describe the process by
which those components are ascertained or obtained. If the formula is based on an interest rate implicit in an
index of publicly traded obligations, the identity of the index, the manner in which it is used, and identification of
the source or publication where any data used in the formula can be found, must be disclosed;
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