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1. Penaion Funding

A. Modificetiona
of Minimum Funding
Standard (aecs.
9511-96515 and 9534
of the Waya and
Means Committes
biil; aeca. 3008 of
tha Education and
Labor Committee
biti; aaca.
4551-4556 of the
Senate Finance
Committes bDili; and
[ 8008, 8007,
8012 and 8013 of
the Labor and
Human Reacurces
Committea bill)

I. Affected
plana

PRESENT LAW

Pension plans generally are
raquired to satisfy minimum
funding requirsmants No
special funding rul apply
to underfunded plans.

The prasent-law funding
rules do not apply ta (1)
profit-sharing or stock banus
plans, (2) certain insuranca
centrsct plans, (3)
gavernmental plans, (4)
church plans, (5) plans which
have not provided for
employer contributions after
Saptember 2, 1874, and (6)
certain plans maintsinad by
an arganization describsd in
section 501(c)(8) or (8) of
the Code.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

A special funding rule
applies to plans with a
funded ratic of le than 100
parcent.

The rule doss not spply to
(1) plans axsmpt from the
funding requirements undsr
prasant law, (2)
muitiemployar plans, ar (3)
plans athar than defined
benafit plans.

HOUSE
EQUCATICN ANO LABOR
COMMITTEE BILL

Same as Ways and Msans
Committee bill, axcept that
the rule doas not apply to
(1) plans exempt from the
funding requiremsnts under
present lew, (2)
multiemployer plens, ar (3)
plsns that are not subject
to the terminatian insurance
program.

SENATE
FINANCE COMMITTEE
BILL

Same as wWeys and Meens
Committee bill, except that
the rule does not apply to
(1) plans exempt from the
funding requirements under
present lsw, (2)
multiemployer plans, or (3)
plana with not more than 100
participants. A phasein
spplies ta plans with 101-150
participents.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

Same as Ways and Means
Committee bill, except that
the special rule does not
apply to (1) plans exempt
from the funding requirements
under present lew, or (2) to
multiemployer plens.
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2. Calculation
of contribution

PRESENT LAW

Certein pension plans ere
required to mest a minimum
funding stenderd for each
plen yeer that reguir
genarel, th n employer
contribute en ennual amount
sufficient to fund a portion
of perticipants’ projected
benefits d rmined in
sccordence with one of
severel prescribed funding
methods, ueing ectusriel
sssumptions thet are
onsble in the eggregete.

in

Eech defined benefit plen
subject to the funding rules
ie required to maintein e
funding stenderd eccount,
The eccount s cherged with
(1) normal cost for the yeer,
end (2) e portion of the
plan’s peet service
l1iebility, experience los
lossas resulting from chenges
in aesumptiona, and weived
funding deficienci

The account is credited
with (1) contributions for
the year, '(2) e portion of
decre in t rvice
liebility, experience geins,
geins from chenges in
sssumptiona, end (3) tha
emount of eny weived funding
deficiency for the year.

In generel, the
contribution required for e
plten year ia the emount by
which cherg to the funding
stenderd eccount would exceed
credits to the eccount if no
contributions were made to
the plen.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

The minimum funding
contribution s the greaster
of (1) the emount determined
under the present w rules
(as modified by t bill), or
(2) normal cost plus the
greateet of the emount
determined under (o),
(c), below.

(o) or

(e) The unfunded
emortizetion cherge is the
emount of the cherge thet
would be determined if the
unfunded terminetion
liebility were amortized in
equal snnuel instelimants
over (1) 3 year if the
funded retio of the plen is
leas then 50 percent, (11) &
yeara, if the funded retio
uels or exceede 50 percent
end ia less t 70 percent,
or (111) 15 yeers, {f the

fundad retio eguels or
Thie

de 70 percent.

yo
existing liebilities.

(b) The enti-insolvency
emount is the sum of (1)
nansnnuity distributions for
the plen yeer, plua (ii) the
smount of the cherge which
would be determined if the
ifebilities for benefite in
pey stetus end liebilities
faor banefits r ebly
expacted to commence within
the next 5 yeers m
emortized over 3 yeers.

HOUSE
EQUCATION AND LABOR
COMMITTEE BILL

The minimum funding
contribution ie the grester
of (1) the emount determined
under the preeent-lew rules
(es modified by the bill),
or (2) the sum of the
smounts determined under
(). (B), (c), ond (d).

(e) The emount of benefit
peyments for the yeer (other
then single aum
distributio end peyments
for certeln ennuity
contrecte).

(b) A portion of the
single sum distributions end
peyments for certein ennuity
contrects for the yeer.

SENATE
FINANCE COMMITTEE
BiLL
For plens with @ funded
retio of lsss than 100
percent, the minimum funding

contribution (s the greater
of (1) the smount determined
under the present-lem rules
(es modified by the bill), or
(2) the sum of the amounts

determined under (e), (b),
end (c).
(e) Normal cost.

(b) Tha amount necessery to
emortize experience geins end
loases from changes in
act

rial essumptions over §
re.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

For plens with a funded
retioc of less than 100
percent, the minimum funding
contribution is the greater
of (1) the smount detarmined
under the present-lem rulas
(es modified by the bill), or
(2) the sum of the amounts

determined under (a), (b),
end (c).
(e) Normal cost.

(b) The amount nacessary to
amortize unfunded past
aervice liability of
individuals in pey status end
the unfunded portion of
nonannuity distributions for
the yeer over 10 years.
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ITEM PRESENT LAW
3. Cap on
additiona)
contribution

HOUSE
WAYS AND MEANS
COMMITTEE BILL

(c) The anti-g rioration
t um of the

ry to amortize

decrassss in ths funded ratio

of tha plan over 3 yaars, and

2 parcent of the tarmination

tiabiliity of tha plen.

A contribution in excass of
tha contribution requirad
under tha present-iaa funding
ruise generally {e not
requirad if a plan haes a
funded ratio of 100 percant.

HOUSE
EQUCATION AND LABOR
COMMITTEE BILL

(c) Interest on the emount
of unfundad vested b its.

(d) The emount n ery to
amortize any waived funding
deficiancy.

For ptans w=ith a funded
ratio over 50 parcent, the
contribution raguirad in
axcase of tha contribution
required under the
pr nt=lawm funding rules e
capped at tha greater of--

(1) the unfunded vested
benefite of persons in pey
status, or

(2) the funded ratio of
the plen plua the funded
ratio improve: t factor,
which is betesen 0 and 2.5
parcent.

SENATE
FINANCE COMMITTEE
BILL

(c) The deficit reduction
contribution, which is
generelly tha sum of (i) the
amount neceseary to amortize
unfunded old liabilities
and (11) the
antage of the
plan’'s unfunded new
liability. Tha applicable
percentage is 30 percent,
raduced by tha product of .25
percent multiplied by the
axcess (if any) of the funded
ratio over 35 percent.

A special rule spplies with
respect to unpradictshle
event contingant benafits.

Same
Committ

e Waye end Meens
bili.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

(c) The amount necessary to
emortize the unfunded pest
service liability of
individuals not in pay stetus
over the greeter of (1) 15
years or (i1) the plen’s
everege worklife. The 15-year
emortizetion period for pest
sarvice 1iebilities is phasad
in with respect to existing
liabilities ovar 5 yeers.

A spacial rule epplies in

the cese of plans with ail
perticipants in pay status.

Same es Ways and Means
Committee bill.,
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4. Funded
ratio

5. Existing
liabilities

PRESENT LAW

No epeciel rulas apply with
respact to plens that have
L] ts th tha amount
of benafits thet would ba
rsquirad to be providad if
the plan terminated ( ming
tha plan hed sufficiant
assets). This liability
("terminetion 1tabiitity*)
includes a1} fixad and
contingant )liabilitias under
tha plan, including
liabilitias foar banafits that
mey ba aliminetad prior to
plan tarminetion (Coda asc.
401(e)(2)).

HOUSE HOUSE
WAYS ANO MEANS EOUCATION ANO LABOR
COMMITTEE BILL COMMITTEE BILL

A plan‘s funded ratio is
to tha ratio of plan assets to
d banafite Tha
intarast rata usad for
calcutating the velua of
tad banafits is the reta
d) by tha plan far
funding purposas.

A plan‘s fundad retio is
tha ratioc of plen ts
“tarmination | 1 Y.
“Terminetion liebility" is
definad es under prasant lew,
excapt thet it does not
include eny banafit
contingant on a fecility
shutdown, e contrection in
or any avent that
onably and
reliably predicteble (as
detarminad undar raguletiona)
until tha avant hes occurrad.
The interest rete is the rats
usad for funding purposes
generelly, which is raquirad
to be within 20 parcant of e
S-yaer averaga of tha
applicable Faderal long-tarm
ta.

“Existing lisbilities"
meens tha unfundad
tarmination liebility es of
tha beginning of the lst plan
yaar baginning eftar Oacambar
3 1887 (detarminad thout
regerd to any plen emandment
adopted eftar Juna 30, 1987).
Existing liabilitias era
raduced by all contributions
in axcass of normal cost.

“Exieting liabilities”
are traated the e as
othar liabilitie

SENATE
FINANCE COMMITTEE
BILL

A plan‘s funded ratiao is
tha percantaga that plan
sssets ara af “current
1iability Currant
11ebtlity is ganarally the
sl ae termination liability
defined for purposas of
the funding rules undar the
Waye and Means Committea
bill, axcapt that cartain
preparticipetion sarvice may
be disregarded with raspect
to certain participants with
less than 10 yaars of
participation. The interest
rete muet be within 20
percent of a 3-year everage
of the epplicabla Federe!
mid-term rata.

“Unfundad old liability”
magns the unfunded current
1iability ae of the bsginning
of the 1at plan year
beginning aftar Oescember 31,
1987 (datarminad without
ragard to eny plen amendment
adoptad efter
Octobaer 16, 1887, other than
amendmants edopted pursuent
to certain collactiva
bargeining agreemants).
unfunded ala liability also
includaa increases in
unfundad tisbilitieas pursuant
to collectiva bargaining
agreamants ratifiad bafare
Octobar 17, 1987.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

A plan’s funded retio is
the percentage plen assets
ara of “"banefit liabilities."”
Benefit liabilities has the
same meening as terminetion
11ability under present lew.

“Existing liabilities”
means 1iabiiities nat
ettributable to plan
amendments after the date of
enactment .
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ITEM

6. Veluation of
eesats

8. Time for
Contributions

PRESENT LAW

Treesury regulations
provide that tha method used
under the plen to velue
essets must produce a velue
thet is between B0 percent
end 120 percent of feir
merket velue or betwesn 85
percent snd 115 percent of
sverege value (as defined in
reguletions).

Under present law, the
minimum required contribution
for a plan year muet be mada
within 8-1/2 months efter the
end of the plan year.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

The regulations permitting
esset veluetions to be based
on e range of othar than fair
merket velue sra to heve no
force and effect.

Effective dete.--Plan years
beginning after December 31,
1887. A speciel rule spplies
to steel compeny plens for
the first S5 yeers that the

nsw funding rules sre in
effect.
Three instatiments of

estimsted contributions are
required during the plen
yesr, with the totasl
contribution due within 2-1/2
months after the end of the
plan year. Tha emount of
eech installiment is 1/4 of
tha lesser of (1) B0 parcent
of the smount required to be
contributed for the current
plan year or (2) 80 percent
of the emount required to be
contributsd for the precsding
plan yeer.

HOUSE
EDUCATION AND LABOR
COMMITTEE BILL

No provision.

1991. A special rule
applies to steel compeny
firset S

y
affect.

Similar to Weys and Meens
Committee bill, except thet
instaliment contributions
are required only if e plen
hes en outstending weiver.
In thet ce four
insteliments ere required
during the plan year and the
amount of esch required
instellment is 1/4 of the
tesser of (1) 100 percent of
the smount required to be
contributed for the current
plen yeer or (2) 100 percent
of the smount required to be
contributed for the
preceding plen y

SENATE
FINANCE COMMITTEE
BILL

The portion of the
regulations permitting asset
valuations to be based on a
renge between 85 percent and
115 percent of eversge value
ara to have no force and
effect.

Effective dat =Plen years
beginning after Oecember 31,
1988.

Similar to Ways and Means
Committae bill, excspt that
four ineteliments ere
required during the plen
yeer, with the totel
contribution dua within 8-1/2
months after the end of the
plen year. The smount of
each required instaliment is
1/4 of the lesser of (1) 90
percent of the amount
requirad to be contributed
for the currant plan year or
(2) 100 percent of tha smount
required to be contributed
for the preceding plen yesr.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

No provision.

Effective dete n years
bsginning after December 31,
1987

Similer to Education end
Lebor Committea bill, except
that four instellimente are
required for the plen yeer.
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ITEM

B. Time for
Contributions
(Cont.)

PRESENT LAW

Fellure to meke total
contribution !ur plen
Y .~=Th mployar who s
responsibla for contributing
to the plen ie liable for an
excise tex squal to 5 percant
of eny eccumulated funding
deficiency. The excise tax
increeses to 100 percent {f
the deficiency is not
corrected within the taxable
period.

HOUSE
WAVS ANO MEANS
COMMITTEE BILL

P T¢ the full

of any raquired instellment
is not peid. The excise tax
1s datarmined by applying tha
interest reta for
underpeyment of income texas
to the amount of the
underpeyment for the period
of tha underpaymant. The
period of tha undarpayment
begins on the dus data of the
instalimant and ends on tha
eariier of the date on which
tha underpayment fe
contributed to the plan or
the data tha total
contribution ie dua. Each
member of the amployar‘e
controlled group is jointly
and saverally iiable for the
tax.

Failura to make total
contcibution for pian
ysar.--Each membar of the
amployer‘s controllad group
is jointly and eaverslly
liable for the axcisa tex.

Effective datsa.--The
eccaleration of tha dua date
for required plan
contributions gan Ty s
affactiva for plen yeers
baginning aftar Dacembar 31,
1888, with a phaeein rula
opplying for plen ysars
beginning in 1888, Tha
provision raquiring p
contributions to be mada in
inataliments is affactive for
plan ye beginning efta
Decamber 31, 18687, with e
trensition rule appliceble
for 1889 plen yeers.

HOUSE
EOQUCATION AND LABOR
COMMITTEE BILL

Th- tax is imposed on tha
employer responsible for
contributions to the pla

Fallurs to maka tota)
contcibution for plan

c.~-Same @

Effective da
prov‘u‘nn- apply for plen

a baginning efter

Waye and

ns Committes bill.

1988.

SENATE
FINANCE COMMITTEE
8ILL

Feflure to make
instaliments.
and M ommi t 5
excapt that interset is peid
to the plan rathar than es an
exci tax, and tha interast
rate on missed contributions
is the greater of (1) 175
percent of the mid-term AFR
or (2) the rate of interest
taksn into account in
datermining costs under the
In eddition, a lien

if a required
inetalimant is not paid in
full. The amployar ie
raquirad to notify amployeas
of the feilura to maka
raquired installiments.

me as Weys
b

Failure to maka total
contribution for plan
ysar.--Same Waye snd Means
Committse bill. In addition,
tha 5 percent excise tax is
incr ad to 10 percent, and
e lien arisas in fevor of the
plan if tha required
contribution is not paid in
full. The amployar is
raquired to notify employaes
of the failura to make
contributions.

tiva dstea.--The

pply for plan

00 ambar 31, 1987.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

Fallure to meke
instellments.--Same es
Education and Lebor Committse
bill.

Fellure to maka total
contcibution for plan
ysar.--Same as Weye and Means
Committee bill,

Effactive d -=Tha
provision requiring querterly
instaliment payments is
affectiva for plan years
baginning efter Decembar 31,
1980. The provieion releting
to ltiability for tha excise
tax for o failura to maka
required contributions for »a
plan year applies with
raspect to taxes imposed for
taxable yaers beginning efter
Decembsr 31, 1987.
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€.

ITEm

Funding Welvere

PRESENT LAW

An employer mey obtein e

weiver of tha minimum funding

requirement {f the employer
is unsble to satisfy the
requiremant without

substentiel business hardship

end if epplication of the
requirement would be adverse
to plen participents. Under
IRS edministretiva

procedur e weivar wil)
genarally not be granted
unless the employer
demonetre thet the
business hardship s likely
to be temporery.

Time faor resquesting
welvers.--Under IRS

edministretive procedures, e
request for a welver must
submitted by the end of the
plen year following tha plen
yeer for which the weiver ie
requaested. The time for
submitting e weiver raquest
mey be extended for good
ceuse.

Frequency of weivers.--
Funding waive cennot be
granted in mors then 5 of
15 consecutive plan years.

Notice

of waiver .

requests An employer is
required to notify each

employea organizetion
reprasenting empioye

covared under the plan that a

waiver has bean requested.

HDUSE
WAYS ANO MEANS
COMMITTEE BILL

The bill clerifies that e
waiver cen be grented only if
the business hardship is
temporery end |f the entire
controlled group of which the
employer is e member, &s well
es the employer {tself, is
expariencing the herdship.

Time for requesting
meivers.--A request for e
weiver i» required to be
submitted within 2-1/2 monthe
efter the end of the plen
yoar.

Frequency of ualvaru.—-
Funding wefvars cennat bs
granted in mors thnn 3 of
16 consecutive plen years.

any

Notice of waiver
raguests.--In eddition to thas
notics to employae
orgenizatione, an employer is
raquirad to demonetrata that
it made raessonebie efforts to
notify current employaes thet
a waiver is being raquested.

HOUS|
EQUCATION AND LABOR
COMMITTEE BILL

Seme as Weys end Means
Committee bill.

Time for requesting
wajvers.--Seme es Ways end
Meena Committes bill.

Frequency
Sama as Ways
Committ bill.

Notice of waiver
raquests.-~Tha pr Nt-law
notice {e to be provided to
all affectad parti (1.0
participante, bene cl.ru.,
eiternete payses, end
employsa organizations
rapresanting employaas
coverad under the plen). In
addition, the notice must
describe the sxtant to which
ths plan is funded with
respect to guerantesd
benefite and benefit
liabilitiea.

SENATE
FINANCE COMMITTEE

Same es Weys end Msena
Committee bill,

welver cannot be grented {f
the plen‘s funded retio is
100 percent.

leas then

with respect to any
roquired contribution
(4ncluding requirad

instel Imentes) is required tao
be submitted before tha due
dete of the contribution.

Frequency of weivsrs.--No
praovision.

Notice of waiver
raguests.--No provision.

except thet »a

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

Seme es Ways and Meens
Committee bill.

for reguesting
wajvers.--Seme es Weys and
Meens Committee bill.

Frequency of weivers.--Seme
®s Weys end Meens Committee
bill,

Notice of weiver

raguests.--Seme es Educetion
and Lebor Committee bill,

excapt thet no definition of
affected perty je provided.
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€. Funding wWaivera
(Cont.)

PRESENT LAW

Interest rate charged for
walv: contributions.--Tha
interest rate charged on
waived cantributions is the
rate charged with respect to
late payments of income
texe

Amortizatisn
weived contribu Wi
contributions srs amortized
over 15 year

Security required for
walved contribution -The
IRS may require en employer
to provide security as e
conditinsn of granting e
funding weiver {f the
outstending belance of
accumuleted funding
deficiencies and certein
sther amsunts equels or
exceeds $2 million.

HOUSE
WAYS ANO MEANS
COMMITTEE BILL

Intsrest rete churguu for
waived contribution he

t rata charged on
waived contributions is the
graater of (1) the rate used
in computing costs under the
plan or (2) 150 percent of
the mid-term AFR in effect
for the first month of the
plan year.

Amortizetion period for
ontributions.--The
amortization period for
weived contributions is the

funded termination liebility
percentsge for the plan yser,

rounded to the ne
number of ysers.

est whale

Security reguired for
waived contributions.--The
bi11 Towers the threshald
with respect to which the IRS
can raquire security to
$250,000. In tha case of e
plan with accumuleted funding
$1
million or a plan that is not
more then 70 percent funded,
the PBGC is authorized to
requirs thet an employer
provide security es e
conditian of grenting s
funding waiver.

HOUSE
EOUCATION ANO LABOR
COMMITTEE BILL

Interest rate chargsd for
waived contributions.--S
s Weys and Mesns Committ
bill, except thet 120

percant of the mid-term AFR,

rethar than 150 parcent, is
used.

Amortizetion pariod for
ivad contributions.--Same
se Ways and Mesne Committee
bi except that banefit
H.blliﬂlo rather then
termination tiability, is
used end partial years sre
rounded to ths next highest
whole number of years.

Security required for
waived contributions.--No

SENATE
FINANCE COMMITTEE

Interest rate chergsd for

NATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

Interest rete charged for

waived contributisn
es Weys and Means Comtnl.
bill.

Amortizeticn pariod for
=-No

provision.

Security rsquired far
weived contributions.--No

provision.

pravision.

waived contributions.
es Educetion and Labor
Committee bill.

Amortizetion period for
ved contributions The
amortization period for
waivad contributions is S
plan yesrs.

Security reguired for
weivsd contributions.--No

provision.
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ITEM

D. Amortizetion
Period for Unfunded
Liebititians

PRESENT LAW

The amartizetion period for
cartein unfunded lisbilities
mey bs extended by the
Secretary of the Treesury for
up to 10 years. The employer
is required to notify eech
emplaoyee orgenizetion
reprasant ing employ
covered under the plan that
en extenaion hes been
requested. The interest rete
cherged with respect to en
extsnsion is the rete for
underpeyments of income tex.
The sema rules relating to
security for funding weivers
apply to extensions of
amortizetion periods.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

Effective
provision releting to the
funding weivers generally fis
effectivo mith respect to (1)
any aepplication for e funding
weiver submitted efter June
30, 1987, end (2) eny weiver
grented mith respact to en
applicetion submitted efter
June 30, 1887. The provision
requiring that eppiications
for funding weivers be filad
within 2-1/2 months fallowing
the close of @& plen yeer is
effective for plen yeers
beginning after Oecember 31,
1887, with e tr ition rule
for 1968 plan yeers.

rules under the
ting to eecurity for
funding weivers epply to
extenaiona of emortizetion
periode.

for extenaions
filed efter the dete of
enectment.

HOUSE
EDUCATION ANO LABOR
COMMITTEE BILL

Effective dat: ==The
pravision releting to
funding weivers generelly is
effective mith respect to
(1) eny epplicetion for e
funding weiver submitted
efter the dete of enactment
with respect to e plen yeer
beginning efter December 31,
end (2) eny
grented with respect to such
en epplicetion. The
provision requiring thet
epplicetions for funding
weivers be filad mithin
2-1/2 months following the
close of e plen year is
effective for plen yeers
baginning efter Oecembar 31,
1987, with a trensition rule
for 1868 plen yeers.

The employer is required
to notify h effected
perty thet en extension is

respect to an extension is
the greeter of (i) the
inte t rete ueed for
celculating contributione
under the plen or (2) 120

percent of the mid-term AFR
in effect on the first dey
of the plen yeer for which
the exteneion s requested.

epplicetion for en extension
submitted efter the dete of

enectment aith reep
plen
DOecember 31,

1985,
eny weiver grented pursuent
to such en applicetion.

SENATE
FINANCE COMMITTEE
8iLL

provisione epply with respact
to eny epplicetion for e
funding weiver submitted for
eny plan year beginning efter
Oecember 31, 1987.

No provision.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

Effective d --Seme es
Educetion and Lebor Committee
bill, except that the
provision requiring
epplications for maivers to
be filed mithin 2-1/2 months
following the close of e plan
yeer is effective for plen
yeers baginning after the
dste of enectment.

Same es Educetton end Labor
Committee bill, except thet
no definition of affected
party is provided.

Effective d .==The
pravision applies to
applications faor extensions
filed on or efter the dete of
enectment .
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HOUSE SENATE
EQUCATION AND LABOR FINANCE COMMITTEE
COMMITTEE BILL BILL

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

WAYS AND MEANS

1TEM PRESENT LAW COMMITTEE BILL

E. Experience
Gaina and Los

F. Gaine and
Losese Dua to
Changea in
Assumpt {one

G. Actuariel
A

Experience gaine and lossee
for e year are amortized over
a 15-year period.

Geins end lo due to
changes in ectuarial
assumptions ere amortized

over 30 yeers.

The actusriel umptions
usad to determine cost,
liabilities, interest ratee,
and other factors under a
plan ere required to be
reesonable in the aggregete.

The period for emortizing
experience geine and lo
1 duced to 3 years fr
yeara.

15 yaars.

Effective date.--The
provieion le effective for
plan yeare beginning after
December 31, 1987,

Effective date
provieion

No provision, No provision.

All (RY .IRRES}
interest retes, end other
fectors ere required to be
determined on the basie of
actuerial sseumptions end
mathode (1) eech of which fis
reasoneble individusily or
(2) which result, in the
esgoregats, in a total plen
contribution equivalent to
the contribution thet would
be obteined if eech

nption mere r le.

No provision,

The interest rate used in
calculeting costs is required
to be within a permiesible
range, defined ss en interest
rate not more than 20 percent
ebove or beiom the averege
long-term AFR for the S5-yeer
pariod ending on the lest day
of the preceding plen year.

Effective date.--The
provision epplies to plen
years beginning after
Oecember 31, 1987.

The period for amortizing
experience gains end losses
is reduced to 5 yeers from

e effective for
plen years baginning efter
December 31, 1988.

Seme as Educetion end Lebor
Committee bill.

Effective date.--The
provision is effective for
yeers beginning after
December 31, 1887.

Geins end lossee due to
changes in ectuerial
essumptions are amortized
over 5 yeers.

Effective date.--The

prov on ffactive for
yeers beginning efter
Oecember 31, 1887. *

Seme e@s Weye and Meens
Committee bil), excapt thet
the bill does not include the
requirement that the plen’s
interest rete be wnithin the
permissibla renge.

Effective date.--The
provision epplies to yeers
beginning after Oecember 31,
1987.

The period for amortizing
experience geins end losses
is reduced to 7 yeers from 15
yeers.

Effective date The

fon is effective for
rs beginning on or
efter the dete of enectment.

Geins and lossaes due to
changes in actuarial
essumptione are emortized
over 7 yeers.

Effactive --The
provision ffective for
plan yeers beginning on or
after tha dete of enectment.

No provision.
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H. Limsitation on
Amortization of
Past Sarvica
Credite

I. Limitation on
Deduction for
Contributiona to
Certain Plane Mot
Laas Than Unfunded
Termination
Liabilfity

PRESENT LAW

A daduction is allowed for
contributions nec
emortize pa
other supplementery creditae
in eque! annuel amounts over
10 years. In AMP, Inc. v.
U.S., the 3rd Circult held
thet the emortizeble baee for
purposes of detarmining an
amployer maximum deduction
includes ell t service
1isbility, rether then only
the unfunded portion of ite
paat service liabilfity.

An employar‘s contributions
to & dafinsd banefit pension
plen may not be deductible
even though the sum of the
contributions plus the plan
ts do not exceed the
2] terminetion 11ebility
for the plen yaar.

HOUSE
WAYS AND MEANS
COMMITTEE @ILL

The bill clerifies that the
emortizeble bese in
determining an employer’s
maximum deduction for pest
service 1iebility equels only
the unfundad coste
ettributable to such
1ebiiity.

Effective date.--The
provieion 1s effective for
plan yeere beginning efter
[+ mber 31, 1987.

The maximum deduction limit
for contributions is not laess
then the unfunded terminetion
1iebility of tha plen. This
rule sppties only to e plan
subject to the plen
terminetion insurence
provisions of ERISA if the
plan hes 100 or more
perticipants during the plen
year,

Effactiva date
provision
plen yesrs beginning after
December 31, 1987.

SENATE
FINANCE COMMITTEE '
aILL

HOUSE
EDUCATION AND LABOR
COMMITTEE BILL

No provision. No provision.

Ths maximum deduction Sams es Ways end Means

1imit is not then the Committee bill, except thet
unfunded vaste isbilities the increased deduction limit
under the plan. The applies to all defined

increased deduction limit benefit penslon plans with
applies to all defined 100 or more perticipants.
benefit p fon plens.

Effactivae data
provision ts effective for
plen years beginning after
December 31, 1888.

Effectiva data.--The
provision is effective for
years beginning after
December 31, 1987.

LABOR AND HUMAN RESOURCES

ENATE

COMMITTEE BILL

No provision.

No prowvision.
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ITEM

11. Employar

Acceas to Plan

Aesets (Sec. 9521

of tha Waya and
C

3005 and 3007 of
the Education and
Labor Cosmittes

Resources Committaee
bili.)

A. Plan
Termination

] Emptoyer

reveraions

(a) Assets
available
for recovery

HOUSE
WAYS AND MEANS

PRESENT LAW COMMITTEE BILL

(8) Allocation of excess

essets to employee
contributione.--0On plan
tarmination an employer may
recovar plan esssts that are
in excess of the plen‘s
termination liability to plen
perticipente and their
beneficieries 1f such excess
fe due to actuerial error end
to the extent that euch

e not attributeble to
contributions.
Termination liability
includee all veeted and
contingent liabiliti
including tho for ch the
eligibility conditions have
not been satiefied sa of the
dete of plan terminetion,
Excees o e are allocated
to emplo contributione in
accordsnce mith ons of
asveral methods. At least
ona court has held that
employee contributionse (end
esrninge) are applied firet
to fund accrued benefits,
with the reeult thet the
entire exceae may be
slloceted to employer
contributions.

(s) Allocetion of excess

sssets to employes
contributions.~~No provision.

HOUSE SENATE ,
EDUCATION ANO LABOR FINANCE COMMITTEE
COMMITTEE BlLL 8l1LL

(e) Allocetion of excess (a)

essete to employ
con
axce
l1isbilities" are a!located
to mandetory employee
contributions in th
thet the pr
occrued benefits
attributeble to employae
contributions besrs to the
present valus of total
benefits. Such axc
slloceted emong
perticipents, beneficierias,
slternete peyees, and
persons who received a totel
distribution of plen
benefits during the 3-year
period before plen
terminstion, besed on the
smount of emplo:
contributions they ere
entitied to. The tarm
“benefit liebilities’
the me masning es
termination liebility under
prasent law.

) Allocetion of excess

ts to employeas
contributions.-~No provision.

ets in

bill,

is

hes

Pegs

SENATE

LABOR AND HUMAN RESOURCES

COMMITTEE BILL

Allocetion of excess

essets to employee
contributions.--Seme as the
Educetion and Lebor Committee

12






i. Employer
revareiona (Cont.)

HOUSE
WAYS AND MEANS

PRESENT LAW COMMITTEE BILL

Required provision of
banafite.--The employer may
recover 1 s in excess
of termination ifabiiity (to
the sxtent not attributsbla
to employae contributions).
No banefits in addition to
termination Viebility are
required to be providaed.

Regquired provision of
benefits.--No provision.

HOUSE SENATE
EDUCATION AND LABOR FINANCE COMMITTEE
COMMITTEE BILL

Raquirad provision of
banafits.--If a plen
termine with eseets in
axcese of benefit
liebilities and amounts
ettributable to employee
contributions, certain
axcess assats gensrally ara
to ba alloceted to
perticipants, beneficieries,
elternata payaes, and
persons who received @ totel
distribution of plen
bensfits during the 3-year
period prior to pian
tarminetion. The excsse
sseets aubject to thie rula
ere limited to those
necassary for the plen to
attain the minimum benefit
security level, as defined
below with respect to
withdrawels from ongoing
plans (MBSL). Th excese
essats ara elioceted in
proportion to bensfits (up
to helf of the dafined
benefit plan doller limit
under sec. 415), eubject to
the epplicable rules with
respect to limits on
benafits (sec. 415) and
nondiscrimination (sec.
4D1(e)(4)).

Raquirad provision of
benefits.--No provision.

SENATE
LABDR AND HUMAN RESOURCES
COMMITTEE BILL

Required provision of
benafits.--Sema as tha

Education and Labor Committes

bill, excapt that tha
ellocation of axcass assets
to participents, atc., is to

be mede on a per capita
rathar than a pro reta basis.
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(b) Othar
reatrictiona

WAYS ANO MEANS

PRESENT LAW COMMITTEE BILL

(b) An employer may not (b) No provieion.
s (1

e reversion) unl tha plan

document permits euch

recovery. Ths smployer may

amand the pian at any tima

prior to termination in ordar

to permit esuch racovery.

HOUSE
EDUCATION ANO LABOR

SENATE
FINANCE COMMITTEE
COMMITTEE BILL BILL

(b) An amployer mey (b) No provision.
eceive @ raversion of
ts in ex of those

required to be ailocated
under the ruis described
above but only if the pian
so provides. In determining
tha axtent to which a plan
provides for revarsion of
excess assats, any provision
praviding for e revarsion or
incri ing the amount thet
may ravert is not sffective
before the snd of the 5th
calendar year following tha
date of the adoption of the
provision. cial rula
appti with raspect to a
plan that has bean in
axistence less then 5 years.
Spact ruiss epply to
prevent avoidance of this
raquirement through plan
mergare, atc. Any assets
thet may not be distributed
to the ampioyer are to be
distributad to participents,
benaficiaries, atc., subjact
to the applicable 1imite on
benefits (sec. 415) and to
the nondiscrimination rufes.

SENATE
LABDR AND HUMAN RESDURCES
COMMITTEE BILL

(b) Same es the Education
and Labor Committ bill. In
dition, no rsv on to the
employar is allowed if the
employer has tsrminated any
plen without sufficiant
assets to pey benefit
bilities. This
restriction does not appiy if
the PBGC and plan
participants heve been mede
whole for any loss suffered.
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PRESENT LAW

2. Spe
funding rule

(. In (2) The racovery of e
reversion from one defined
benefit plen does not affect
en amployer‘s funding
obligetions mith respect to
other defined benefit plens
thet it mainteins.

(b) Appiicable
period

(c) Funding end
allocetion rulas

HOUSE
WAYS AND MEANS
COMMITTEE BiILL

(e) If en employer
recelves a reveraion with
r ect to a defined benafit
plan, a speciel funding rule
applies to defined benefit
plens maintained by the same
employer that (1) are not
multiemployer pl . end (2)
he an "unfunded amount."
The term “unfunded emount"
means the excess (if any) of
(1) the gres of 125
parcant of tarminetion
liabllity or the value of
projected benefits., over (2)
the lue of plen e ts.

(b) The speclel funding
rule epplies 'n plen yeers
beginning in the celander
year in which the reversion
ie receaived end in the 3
endar yaers.

(c) The speciel funding
rule requires thet the
reversion be used over the
pliceble 4-year period to
reduce tha unfunded smounts
in the plens to which the
rule epplies. Eech yaer In
which the special funding
rule epplies, the portion of
the revereion that is
required to ba contributed in
that yeer e firet sllocatad
to the plans thet heve the
largeet unfunded amounts in
relation to the sseet level
nacessary to eliminete the

) amounts. A speclel
rule epplles if one of the
plens to which the spaciel
funding rule epplies is
termineted.

HOUSE
EOUCATION AND LABOR
COMMITTEE BILL

SENATE
FINANCE COMMITTEE

(e) 1f en employer (e)
terminetaes e plen and
receives o reversion
speclel funding rule epplies
to defined banefit plans
mainteined by the sem

No provision.

employer that (1) ere not
multiemployer plens, end (2)
have e

“funding shortfell.”
rm “funding shortfell"

MBSL of the plen or (i1) the
essets necessery so thet tha
plen would be funded st the
controllaed group funded
retio (CGFR level), over (2)
ths velue of plen essats.
The controlled group funded
ratio is the retio of the

benefit
plens.

II-D!II!!-- in euch

(b) The speciel funding
rule epplies in the 3 plen
years folloming the plen
year In which the reversion
occurs.

(c) The specisl funding
rule requires thet the
reversion be used over the
pliceble 3-yeer period to
amortize the funding
shortfells of the plens to
which the rule appli The
revereion is first elloceted
to the plens thet heva the
lowest funded retio (1.e.
the retio of plen essete to
fit liebllitiaes).

Weys end Maens
Committea b111, this
allocation occure only
once--in the yeer of the
raversion--end subsequent
contributions ere besed on
this allocetion.

SENATE

LABOR AND HUMAN RESOURCES
COMMITTEE BILL

(a)

Generally,

same as the

Education and Labor Committee

bill.
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ITEM

(e) Security

(f) Funding
saivera

3. Tranefer of
plan aponsorahip

(e} In general

PRESENT LAW

(a) Through certain
transectiona (e.g., Pien
mergers, consolidations, or
trensfers, and the assumption
of a plan by snother entity),
8n employer msy, in effsct,
racover or benefit from tha
excess ssaeta in 8 perticular
ptan in the same way thpt the
employer benafits from tha
amount recovered upon 8 plan
terminetion. Similarly,
through certsin such
transactions, employers sre
able to dispose of
undgerfunded plens.

HOUSE
WAYS ANO MEANS
COMMITTEE BILL

(d) Assets transferred to
e pian from a terminated
defined benefit plen of the
employer rsduce the unfunded
amount in the transferea
plan.

(s) The PBGC may require,
as a conditton of plen
termination, that en employer
provide security to the plan
with raspact to the
contributiona reguired by the
spactatl funding rule. Such
sscurity may bs perfected
only by ths PBGC or, at the
dirsction of the PBGC, by the
samploysr.

(?) Contributions required
by ths spscial funding rule
ara subjact to walver undsr
tha sama rulas eppl!icable to
other required contributions.

(a) Special funding rule
1imitad to rsversions.

HOUSE
EDUCATION AND LABOR

SENATE
FINANCE COMMITTEE
COMMITTEE BILL 4

(d) Assets transferred to
® plan from another defined
benefit plen of t smployer
reduce the transferes plen’s
funding shortfall.

(e) As part of the minimum
funding rulss, the smployer
is to provide security to
the appiicable plans with
respect to this speciel
funding rule. The security
is to be in the form of a
suraty bond or 8n escrow
account .

(f) Contributions raquirad
by the spscial funding ruls
may not bs waived.

(a) A spacial funding (e)
rule similar to tha one
describsd abova with raspsct
to rsversions applies if
certain tranaections occur
and 2 conditions ars
aatisfied.

No provision.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

(a) Similar to tha
Education and Labor Committee
oYl
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ITEM

(b) Conditions
based on funding

(c) Jransectiona
covered

(d) Plans covered

PRESENT LAW

HOUSE
WAYS AND MEANS
COMMITTEE BILL

HOUSE
EOUCATION ANO LABOR
COMMITTEE BILL

SENATE
FINANCE COMMITTEE

(b) The conditions that
ers required to be satisfied
are:

(1) Immsdiataly following
eny one of such
transactions, the plan
fnvolved in the tranasction
or any plan maintained by
the amployer that maintesined
such plsn immediately bafore
the transaction has s
funding ehortfell (i.e., is
a "ashortfall plan"), end

(2) Immsdistely before tha
trensaction, any dafinsd
banefit plan maintained by
such employer was overfunded
(i.e., had assets in sxcess
of the greatsr of bensfit
1iasbilities or the CGFR
level).

(c) Generally the coversd
trensections include plan
margers, consolidationa, or
trensfers, and ths
sssumption of @ plan by
another entity.

(d) The special funding
rule applies to definad
benefit plans other than
multiemploysr plans.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL
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HOUSE
WAYS AND MEANS

iTEM PRESENT LAW COMMITTEE BILL

(e) Funding
requirement

HOUSE
EDUCATION ANO LABOR
COMMITTEE BILL

(e) The special funding
rule requires that an emount
eque! ta the essets held by
the overfunded plens in
excess of the graeter of
benefit 1isbilities or the
CGFR level be used to
emortize the funding
shortfalls of tha shortfell
plans over the following 3
plan yeers. 1If there is
more then one shartfall
plen, such emounts ere to ba
ellocated first to the plane
that heve the lawest funding
ratios The emounte
ellocated to eech shortfell
plen ere to be reduced by
the emounts (if eny)
ellocable to such plen on a
post-trensection basis.

(For this purposa, e!l

ets held b
averfunded pl
of the greater of benefit
THabitity or the CGFR
level ere "alloceble" emong
all of the shartfell plans
maintained by the enployer
immediately after the
trensection.) The reduction
described in the pr ding
ntence generelly is nat
ilable in c invalving
a trensfer of ts between
plens af the seme employer
if, fallowing the trensfer,
the trensferes plen is
funded et a level ebove the
level of the transferor
plan.

SENATE
FINANCE COMMITTEE
BiLL

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL
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HOUSE
WAYS AND MEANS

ITEM PRESENT LAW COMMITTEE BILL

B. Ongoing Plane

1. Aeseta
evailebia for

recovery
(e) 1n generel (a) An employer is not (a) No provision.
entitled to recover excess
assets from an ongoing plan.
(b) Plane

mithout quaiified
event contingent
benefits

IQUSE
EOUCATION AND LABOR
COMMITTEE BILL

(e) A withdrawal from en
ongoing plan mey be msde if
(1) the velue of plan essots
in the plan from which the
withdrawel is to be med
exceeds the minimum benefit
security level (MBSL), end
(2) tha value of plen essets
in eech other plen
meinteined by the employer
equela or exceeds such
plan’s MBSL. Only essets in
excesa of the MBSL of the
plan mey be withdrewn.

(b) In e plen that does
not provide any qualified
event contingent banefits,
the MBSL ie the eum of (1)
the greeter of the full
funding 1imit with respect
to the plan (using the
projected unit cradit
method) or 125 percent of
the pr nt value of benaefit
1iabilities and (2) the
amount of any excess essets
that sre ettributable to
mandetory employee
contributione.

SENATE
FINANCE COMMITTEE

(e} No proylsion.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

(a) Seme es the Educetion
and Labor Committee bill.

(b) Seme as the Education
and Labor Committee bill.
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HOUSE HOUSE SENATE SENATE

svent contingent
b ite

(c) In e plen thet doess
provide quelified event
contingent benafita, the
MBSL ie the rof (1)
the MBSL determinad without
regerd to qualified event
contingant benefits but
celculeted using 150 percent
in tieu of 125 percent in
the formule describad ebove,
or (2) the emount of the
MBSL celculeted as if the
contingency occurred
with respect to el
quelified event contingent
benefite.

(d) A quelified event
contingent benafit is e
benefit or subsidy that is
contingent upon tha
occurrence of en event that
(1) hes not occurred and (2)
does not occur solely with
i ect to e perticipent or
beneficiery (euch es the
etteinment of eny ege,
disebility, daath or the
completion of eny period of
service).

(a) Tex-frae trensfars
batwaen defined bensfit
plana of the same employer
of essats in exc of
Tiebil it
Such nat e
from definad benefit plens
to defined contribution
plens e not permitted
regsrdls of the form of
the trensaction (e.g..
merger) .

WAYS AND MEANS EOQUCATION ANO LABOR FINANCE COMMITTEE LABOR ANO HUMAN RESOURCES
ITEM PRESENT LAW ’ COMMITYEE BILL COMMITTEE BILL BILL COMMITTEE BILL

(c) Seme ss tha Educetion
and Lebor Committ
axcept thet for p s with
quelified event contingent
benefite, the MBSL is the
lesser of (I) the sum of (A)
150 percent of the greater of
the full funding limit with
ect to the plan (ueing
the projected unit credit
method) or 125 percent of the
present velue of benefit
1 ARRES end (B) the
emount of eny aexc
thet ere ettributable to
mendetory employee
contributions, or (I11) the
smount of the MBSL celculetso
es if the contingency had
occurred with respect to all
qullIHnﬂ evant contingent
fits.

ote

(d) Seme as the Educetion
and Labor Committee bill.

(e) Seme s the Education
end Lebor Committes bil1,
except that therea s no
prnviulnn with respect to
ansfers from def ined
n-n.fn plans to dafined
contribution plans.
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2. Othar
rastrictions

(a) Plen
provisione

(b) Hotice

HOUSE
WAYS ANO MEANS
COMMITTEE BILL

= HOUSE SENATE
EOQUCATION ANO LABOR FINANCE COMMITTEE
COMMITTEE BILL

(e) A withdrewel may not
be mede unless the plan so
providea. In datermining
the extent to which a plen .
provides for withdrawals,
any provision providing for
withdrawels or increasing
the emount thet may be
withdrewn 1s not effective
before the end of thes Sth
calender year following the
latar of (1) the date of
sdoption of the provision,
end (2) the dets notice of
the provision is provided to
affected parties.

This rule does not apply
to a plan thet on July 1,
1887, provided for a
distribution of plan essets
to the amployar upon plen
termination. For euch
plens, any provision
providing for withdrawals or
increasing the smount that
mey ba withdrawn ts not
effactive before the end of
the 180-day pariod following
written notice of tha
emandment to affected
parties., Specisl rules
apply to prevent avoidance
of the 5-ysar requirement
through plan margers, etc.

(b) At lsast 30 days
before a withdrewal, the
Plen administrator is
required to file with the
IRS en actuer'a! atstament
evidencing comp  snce with
the MBSL requirecrsnts.

within 60 deys after the
deta of a withdrewal, the
amployer is raquired to
provide certain information
to tha Secretary of Labor,
Secretary of the
ury, the plen
administretor, end eech
amployee organization
raprasenting plen
perticipenta with respsct to
the withdrawel.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

(e) Seme es the Educetion
and Lebor Committee bill,
except that October 8, 1987,
is used in liau of July 1,
1887,

(b) Seme es the Education
end Lebor Committee bill.
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1TEM PRESENT LAW

Anset

C. Tex Treatment

1. Raversions

(a) Income (a) Raversions are

tax includible in tha grass
income of the smployer,
except to the extent the
re: sion e traneferred to
an employee etack awnership
plan (ESOP) either prior te
Januvary |, 1888, or pursuant
to a tarminatian occurring
prior to January 1, 1888.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

(e) s es
excapt thet ge

)
reversion from s dafined
benefit plan that is

tranefarrad in a quelifiad
tranefer ie not inciudible in
the empioyer’s income.

HOUSE SENATE
EOUCATION ANO LABOR FINANCE COMMITTEE
COMMITTEE BILL BlLL

(c) In calculating the
present value of benefit
1iabilities for purposes of
determining the MBSL, the
interest rete used is tha
lesser of the plan rate for
purposes of determining
singls sum distributions or
genarelily 120 percent of the
rate thet would be used by
the PBGC for purposes of
determining the prasent
value of a lump sum
distribution on plan
tarminetion.

(d) No provision.

(e) Any amount (a)
trensferred directly betmeen
defined benefit plane
maintained by the eame
employer is not includible
in the employer’s income,.

The ESOP excaption ie
repesled.

No provision.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

(c) Same as the Education
end Labor Committee bill.

(d) Wwithdrawals are not
permitted if the employer has
terminated any plan wlithout
assets sufficlent to pay
benefit liabilities. This
prohibition does not apply if
the PBGC and plan
participants have been made
mhole for any loss suffered.

(a) Same as the Education
and Labor Committee bill,
except that the ESOP
exception is not repealed.
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PRESENT LAW

(b) R reions are eubject
to e 10-percent nondeductible
excise tex, except to the
extent the reversion ie
treneferred to en ESOP either
prior to Jenuary 1, 1989, or
pureuent to e terminetion
occurring prior to Jenuary 1§,
1989.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

(b) Tha excise tex is
reised to 20 percent.
However, @ reversion from e
defined benefit plan thet is
treneferred in » quelified
trensfer generelly ie not
subject to the 20-percent
excise tex.

Effective det
The prnv‘olono epply to eny
revereion received efter June
30, 1987, except thet the
provisions do not aepply to
eny revarsion on eccount of »
terminetion {f notice to ths
PBGC of such terminetion 1s
provided on or before June
30, 1987.

The bill does not effect
the epeciel rules under the
Tex Reform Act of 1986 =ith
respect to certein trensfers
to en ESOP or with respsct to
the epplicetian of the excise
tex on reversione to certain
taxpeyers.

HOUSE
EQUCATION ANO LABOR
COMMITTEE BILL

(b) Trenefere described
in (e) ebove ere not subject
to the tex on reversions.

An exciee tex epplies if the
emount sithdresn from an
ongoing plen exceede the
permissible emount, The
emount of the tex is S
percent of the excess
withdresn over the
permissible smount if the
excess sithdrawel is
corrected within 80 deys, SO
percent of the exc if the
withdrassl ie not corrected
within 90 deys, but is
corrected mnithin 365 deys,
100 percent 1f the
wnithdrewel is not corrected
within 385 deys, end 100
percent for eech succeeding
385 deys that the withdrasel
is not correctad. The
employer making the
sithdresel is lisble for
thie excise tex.

dete

uol ~The mithdrewal
provisions epply to
withdrewels occurring efter
the dste 90 deys efter the
dete of enactment. Howevsr,
if @ plen ie emended in f{ts
first plen year beginning
after December 31, 1988, to
ellow sithdresels, the
emendment need only be in
effect for 4 yeaers, rethsr
then 5.

Allocation of excess
essets.--The allocetion of
excess assets on plen
terminetion applies to plena
mith & terminetion date on
or efter Juty 22, 1987.

SENATE
FINANCE COMMITTEE

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

(b) Same es the Education
end Lebor Committee bill.

Effective dete.--
wWithdrasals.--Seme as the
Educetion end Labor Committee
bill.

Allocation of excess
assets.--Same as the
Education and Labor Committee
bill, except that October 9.
1987, is used in lleu of July
22, 1987.
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ITEM PRESENT LAW

(b) Revereion tax
(Cont.)

HOUSE SENATE
EDUCATION AND LABOR FINANCE COMMITTEE
COMMITTEE BILL

Trensfers between defined
benefit plens.--The rule
permitting tex-fr
transfers between definad
benefit plens is intended es
8 clerification of present
Tew.

ESOP exceptions.--The
repeel of the ESOP trenafer

exceptions and the rule
prohibiting net ssset
tranefers from defined
benefit plene to defined
contribution plens epply to
trensactions occurring after
July 21, 1987,

Other provisions.--All
ather provisions apply to
(1) terminations with e
termination dete on or after
the date of enactment, and
(11) treneactions occurring
on or after the date of
ensctment.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

Trensfers between def ined
benefit plens.--Sams es ths
etion end Labor Committes

Other provisions.--Sams as
the Educetion and Lebor
Committee bill.
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PRESENT LAW

III. Trasetment of
Plan Terminatione
(seca. 9531-08533 of
the Maya and Means
Committee bill,
eece. 3008, 3009,
3010, and 3012 of
the Education and
Labor Committea
bill, secs.
4558-4560 of the
Finance Committee

urces Cosmittea
m 1)

A. Employar
Lisbility to
Perticipants

Upon plen termination, en
employer is lieble for
unfunded benefite up to the
lesser of (1) 75 % aof the
unfunded benefit commitmente
in sxcess of guerenteed
benefits, or (11) 15% of the
valua of @1l benefit
commitments und the plan.
“gBenefit ‘commitmente” are
grestsr then guaranteed
benefits, but less than
terminstion |iability.
Amounts peid to setisfy the
employer’s liability are paid
into @ termination trust.
Amounts may be peaid from (ho
trust before th 1oy
1iebility to the PBGC is

diechsrged,
B. Employer Following termination of e
Lisbitity to PBGC plen with than

gusranteed benefits, the
emplayer ie lieble to the
PBGC for the sum of (1)
unfunded guaranteed benefits
up to 30 percent of the
callective net worth of the
entities that ere liable, (2)
the exc of 75 percent of
the unfunded guaranteed
benefits over 30 gercent of
the caollective net worth, end
(3) intarest on such amounte
from the dete of terminetion.
Up to the 30 percent of net
worth l1imit, the PBGC‘'s cleim
has priority stetus.

WAYS ANO MEANS
COMMITTEE BILL

The employer‘s lisbility 1a
increesed to the full amount
of unfunded terminstlion
lisbility (defined under
present lew) in ex s of
guerentaad benefits. The
PBGC ie entitled to recover
the full emount of unfunded
] nteed benefits before
sny benefits ere peaid from
the termination trust.

The employer‘s lienility to
the PBGC s increesed to the
full emount of unfunded
guarenteed benafits (plus
interest).

HOUSE SENATE
EOUCATION ANO LABOR FINANCE COMMITTEE

COMMITTEE BILL

Seme es Weys and Meens
Committes bill, except thet
the term "benefit
liebiliti 8 used ina
of tarminetion lienflity,
end the bill does not
provide that the PBGC is
entitied to full recovery
before benefits are paid
from the termination trust.
Administretive expenzas
essocisted with the
termination truet that ere
incurred before any
liebility psyments heve besn
collected are psyable by the
persons lieble for the
peyments end ere deducted
from future peymants.

Seme es Weys end Means
Committee bill, except for
the provision regerding the

d terminetion trus

Seme es Weys end Msens
Committes bili.

Same as Ways end Meens
Committee bill, except that
the 30 percent of net worth

1imit on the PBGC's priorfty

claim {a removed.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

Same as Weya and Maans
Committee bil), except for
the provision regerding the
termination trust ind the
tarm "benafit liabilities” is
used instead of terminatian
liability.

Same es Ways and Means
Committee Dill.
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1TEW

C. Standarde for
Termination

1. Standard
tarmination

2. ODiatreee
tarmination

PRESENT LAW

An employer may terminate a
plen in a standerd
termination if the plan has
assets at | t aqual to
benefit commitmente.

The plen administrator is
required to provids
participants and
benefictaries cartain
informetion relating to their
benefits.

The pian administrator must
demonstrate that:

(8) e petition esaeking
liquidetion under title 11 or
under similar law of & State
or political subdivieion of a
Stete has been filad and has
not been dismissed,

(b) a petition seaking
reorgenizetion under titlis 11
or under a similar law of e
State or political
subdivision of a State has
been filed (or e case in (1)
has been converted to a
reorgenization), such case
has not been dismissed, and
the benkruptcy (or othar
appropriate court) epprovas
the termination, or

(c) unless a distr
termination occure the entity
will be unsble to pay its
debts when due and will be
unable to continue in
business, or the costs of
providing pension coverege
have become unreasonebly
burdensome. Each substential
member of the contributing
sponsor‘s controllad group
must satisfy one of these
critaeria as of the date of
plan terminetion.

WAYS AND MEANS
COMMITTEE BILL

Raisee the required aseet
leval for e stendard
termination to termination
tiabtiity (dafinsad as under
present law).

Eliminetes @ reorganizetion
es a situstion parmitting a
distrass termination. In
addition, a dietress
tarmination is not svaliable
if the employer meintains »
plan with assets in sxcess of
tarmination liability. The
contributing sponsor end eech
member of the contributing
sponsor ‘s controlled group
must meet one of the criteria
for e distress terminetion.

HOUSE
EOQUCATION ANO LABOR
COMMITTEE BILL

Same es Ways and Meane
Committes bill. In
addition, the information
regarding benafits is to be
t to affected parties,
rether then only
participants end
beneficiaria
perties include
participents, beneficieries
(including altarnate
payees), and the PBGC.

Affected

Retains present law,
excapt thet a reorgenization
thet has been converted to e
liquidetion qualifies as a
liquidation for purposes of
determining whether a
distrese termination is
permitted. In the cess of e
raorganization, the PBGC is
required to be notified in
edvance that the person
intenda to request the
epproval of the terminetion
by the eppropriate court.
The determination of whether
the distre criterie have
been setisfied is mede es of
the proposed dete of
termination.

SENATE
FINANCE COMMITTEE
BILL

Same es ways
Committee bill.

end Means

Same as Ways end Meens
Committee bill, but does not
include the provision
prohibiting e distress
termination {f the employer
meintains an overfunded plan.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

Seme as Ways and Meens
Committee bill.

No provision.
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ITEM

3. Tarmination
charga

Security and
Lian Rut for
Undarfundsd Plans

PRESENT LAW

There is no express
prohibition on the
maintenance of othar planas
following tarminstion of an
underfundad plan.

No pravision.

HOUSE
WAYS ANO MEANS
COMMITTEE BILL

No provision.

If, after a terminetion,
there is outstanding
liebility to the PBGC, no
retiremant benafite may
accrue undar 8 plen for §
yasrs following tha
termination and for tha 1
year period prior to the
tarminetion.

1f the funded retio of &
pian fails bafow 70 percent,
ths plan ie santitied to
curity in an amount
datermined by tha PBGC. If
the sacurity is not providad,
then & iian arisas in en
emount determined by the
PBGC.

HOUSE SENATE
EDUCATION AND LABOR FINANCE COMMITTEE
COMMITTEE BILL BILL

In the cees of eny
termination of e
single-employer plan, the
contributing sponsor is to
pay to the PBGC a charge per
perticipant in the
terminating plan besed on
the deficit of the PBGC.

For the period July 1, 1987,
through Juna 30, 1990, the
charge ie $200 per
participant. In the cese of
8 distrees termination in
which the contributing
sponsor also mainteins e
plan with sssets in axcess
of tha minimum banefit
security lavel, the
per-participant charge is
doubled.

No provision.

No provision, No provision.

No provision. 1f the funded retio of

plan falls below 70 percent
and the currant liebility of
the plan excaads $25 million,
then a lien arises in fevor
of tha pian in the smount of
tha shortfall. Existing
1isbilities are not teken
into account in datarmining
whether a 1isn erises. The
employer is required to
notify the PBGC when the plan
essets snd iiebiltties are
such that a lien arises.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

No provision

No provision.

No provistion.
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F. Information
Requiremente

PRESENT LAW

In connection with e
standerd or distress
terminetion, the plen
administretor is required to
provide certein informetion
to the PBGC, including &
certificetion by en enrolled
actuary. Certein information
must also be provided to the
PBGC or other persans other
then et plan terminetion.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

No provision,

Effactiva dat -—Except
for the provision raleting to
sscurity, the provisions ere
effective for terminetions
for which notice to the PBGC
is provided efter June 30,
1987, and terminations
initiated by the PBGC efter
June 30, 1987. The provision
releting to required security
is sffactive with respect to
plen years beginning efter
the date of enectment.

USE
EDUCATION ANO LABOR
COMMITTEE BILL

Information related to the
certificetion by the
enrolled ectuary in the cese
of & termination need not be
provided in the cese of the
terminetion of certein plens
funded exclusivety by
individue!l insurence
contrects or, in e distress
terminetion, 1f not needed
by the PBGC to determine the
sufficiency of plen essets
or the employer’s liebflity.
The informetion required to
be provided in e stenderd or
distress termination must be
provided in the cese of e
terminetion by the PBGC et
the request of the PBGC.

A pensity of up to $1,000
per dey ts peyeble to the
PBGC for feilure to provide
requirsd informetion.

Effectiva datsas.--The
provision regerding the
tarmination cherge is
affective for terminations
for which the notice to plen
perticipents 1s provided on
or efter July 1, 1987, end
terminations by the PBGC
initiated on or eftsr July
1, 1987. The other
provisions sre effective on
the date of enactment,

SENATE
FINANCE COMMITTEE

No provision.

—-—Except

for the provision relsting to

1iens with respsct to

under funded plan tha
provisions ere generally
effective for terminetions
where notice to the PBGC is
provided after October 16,
1887, and tarminations
initfsted by tha PBGC eofter
Octobar 16, 1987. The
provision relating to liens
with respect to underfunded
plane is effective with
respect to plan years
beginning efter the date of
enectment.

enectment .

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

No provision.
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Iv. PBGC Premiums
(sec. 8541 of tha
Ways and Means
Committae bill,
sec. 3011 of tha
Education end Labar
Cosmittee bIl1,
esec. 4580 of the
Finance Committas
and aec. 8010

B. Additional
Charge for
Underfunded Plans

C. Small
Employer Exemption

0. Liebility for
Pramium Payments

PRESENT

Each amplayer maintaining a

singla-employer defined
benefit penaion plan is
subject to a flat-rate PBGC
pramium of $8.50 per
participant end beneficiary
covared under the plan.

No additions! pramium is
charged with respact to
participants and
beneficiaries in underfunded
plens.

The per-participant PBGC
premium s imposed with
respect to all
single-employer defined
benefit plens subject to
Title sIV of ERISA.

The plan sdministrator is
lieble for premium paymenta.

HOUSE HOUSE
WAYS AND MEANS EOUCATION ANO LABOR
COMMITTEE BILL COMMITTEE BILL

The flet-rate per
participant premium is
increesad to §14.

Tha flat-rate par
participant premium i3
incressed ta $19.

An edditional per
perticipent premium is
charged to the axtent that a
plan is underfunded. The
additions! premium is $5.50
per $1,000 af unfunded vested
benefits. The maximum
edditions! premium is $38.

No pravision.

Plens with fewer then 100
psrticipants (on a cantrolled
group basis) era exsmpt from
the additionsl premium far
underfunded plens.

Nao pravision.

The employar maintaining
the plan end each member aof
ths controlled group of the
employer ia tiable for
premium payments,

Sams as Way:
Committee bill.

end Means

SENATE
FINANCE COMMITTEE
BILL

Sama es Weys and Means
Committee bil).

Similer to Weys and Means .
Committ bil), sxcept that
the additional premium is
$8.00 par $1,000 of unfunded
current liability. The
maximum additione) premium is
$70, indexed to grawth in
wa In additian, the
edditional pramium is raduced
for 5 yeaars by $10 for asech
yeer preceding tha affactive
date far which the employer
meda tha meximum daductible
cantributions to the plen.

Sama es Ways and Meens
Committse bill, except that
the additional premium phases
in for plens with 100-150
perticipents.

Same es Weys end Means
Committee bill, sxcept thet
tha plen edministrator is
elsa liabls far premium
peymants .

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

The flat-rate par
perticipant premium is
incressad to $25.

No pravision.

No pravisiaon.

Same as Ways and Maans
Committee bill.
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E. Accounting for
Additione! Premium
Income

HOUSE
WAYS AND MEANS

PRESENT LAW COMMITTEE BILL

Any premium income is No provision.
credited to the single-"

employer revolving fund.

Effactiva data.--Plan years
beginning after December 31,
1987.

No

Ef
ways
bili,

HOUS
EDUCATION AND LABOR
COMMITTEE BILL

provision.

tive data.--Same as
d Means Committes

SENATE
FINANCE COMMITTEE
LL

The additional premiums
collected under the bill is
creditad to e separats
revolving fund that cannot be
usad to pay PBGC
sdministrative sxpensss or
banefits in pre-1988
terminations, unless all other
ets are daplatad.

a.--Same as
Committea

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

Finence

Same as Senate
Committee bill.

d Means Committee
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ITEM

V. Wiscellansaus
pravieione ( ..
8551 and 8552 of
the Waye and Meanes
Committea bill, and

3012-3015 of
tha Educatian and
Labor Committae
bitl).

A. Natification
aof Employe

B. Statute of
Limitationa With
Respect ta Certain
Reparta

C. Penaity far
Failura to Provida
Annual Repart in
Complete Form

PRESENT LAW

employer
report certain informetion
ennuelly to participante in a
penseion plan mainteinad by
the emplayer. This
informetion does not contain
specific informetion relating
to the funded status of the
plan.

Under present law, ths
statute of limitetions with
respect to an ection
commsnced under Title I of
ERISA with respect to &
breach of fiduciery duty
begins to run on the dete on
which e report from which tha
plaintiff could rsasonebly be
expected to have obtained

Under present lew, no
seperate penelty epplies with
respect to tha failure of e
plan edministretor‘s failure
or rafusal to file en ennuel
report.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

USE
EOUCATION AND LABOR
COMMITTEE BILL

The octusrie) stetemsnt
that emplo e rsquired
to receive annuailly would be
required to inciude s
statement of the extent to
the which tha plan s funde

No provision.

No provision. The bill would delete the
provision under which tha
statute of 1imitetions
begins to run an tha dete a
raport is filed from which
the pleintiff could
reasonably bs expected to
heve obtained knowladge of o
bresch aof fiduciary
tiabitity.

No provislion. Provides thet the

cratery of Labor may

o s civil penalty of up
to $1,000 8 day from the
dete of s plan
administretor’s feiiure or
refusel to fila an annuel
report. In sddition, en
ennua! report that hes been
rejected is not to be
trested as having been filed
for purpos of this
peaneity.

SENATE
LABOR AND HUMAN RESOURCES

FINANCE COMMITTEE
BILL COMMITTEE BILL

No provision. No provision.

No provisian. No provision.

Nao provision. No provision.
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D. Interpretation
of Provieions Under
the Internel
Revenue Code and
ERISA

E. Sanctionas for
Prohibited
Traneections that
ere Continuing in
Neture

F. Multiemployer
na

1. In genersl

PRESENT LAW

Under pr nt law,
employers may withdrew essete
from peneion plans prior to
plen terminstion. Under the
Code, an employer
contribution may be returned
if the contribution we
conditioned on initial
qualificetion of the plan end
the plen doee not quelify.
Under ERISA, employ
contributions may be returnad
on any denial of
quelificstion, rether than
initiel quelification.

A recent court case
(Ceifee, Hslter & Griswold)
held thet the ERISA stenderd
spplied for purposes of the

Code, rether then the Code
etandeard.
Under present lew, under

ERISA, the penalty imposed
with respect to ®» prohibited
trensection 1s 5 percent of
the emount involved end, 1f
the prohibited trensaction is
not corrected within a
certein period of time,
percent of the emount
involved.

100

In some ce , speciel
rules epply with reepect to
multiemployer plane.

HOUSE
WAYS ANO MEANS
COMMITTEE BILL

The bil) would provide
thet, except to the extent
specifically provided in the
Code, the Code is to be
interpreted ee {f the
provision of Titles I end IV
of ERISA hed not been
enectsd. In eddition, the
bill specifically rejects the
holding in Celfee, Halter &
Griswold.

No provision.

Some provisions of the DilI
do not epply to multismployer
plens.

HOUSE
EOUCATION ANO LABOR
COMMITTEE BILL

Similer to Weys and Means
Committes bil)l, except thet
Title I of ERISA 1s emended
to permit e return of
contributions to an employer
i1f the contribution is
conditioned on initiel
quelificetion of the plan,
if the plen does not qualify
initially, and {f the
epplicetion for
detarminetion releting to
initiel quelificetion is
flled by the due dete of the
employer’s return for the
texeble yssr in which the
plen wi edopted. The bill
provid thet o
detarminetfon by the
Secretery of the Treeeury
under the Code is not prima
fecis evidence on izsues
releting to certein perts of
Title I of ERISA.

The bill would provide
thet the penalty imposed
with respect to e prohibited

trensection is 5 percent of
the emount involved in sech
prohibited tranesction end,
if the trensection is not
corrscted within e certein
period of time, 100 percent
of the emount involved in
each prohibitsd trensection.

Some provisions of the
bill do not epply to
multiemploysr plens,

SENATE SENATE
FINANCE COMMITTEE LABOR ANO HUMAN RESOURCES
BILL COMMITTEE BILL

No provision. No provision.

No provisisn, No provision,

The provisione of the bill
do not epply to multismpioyer
plens.

Some of the provisions of
ths bill do not epply to
multismployer plans.
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1TEM
2. Guarenteed
benefite
3. Penalty for

fatlure to provide

information

4.

Notice af

litigation

G. Plan Investment

in Emplayer
Securitiea

Lo
timit

10-percent

PRESENT LAW

Within certain 1imits, the
PBGC guarentees
nonforfeitable benefits under
multiempioyer plans.

A penelty of up to $100 per
dey is payeble to the
corporetion for fellure to
provide informetion required
with respect to multiemployer
plens.

The PBGC is to be served
with @& compleint in certain
1itigetion invalving
multiemployer plans.

A plen asubject to ERISA may
not ecquire or hold en
employer security other then
quelifying employer
securities. Except in the
cese of eligible individuel
eccount plans, @ plan mey not
ecquire quelifying employer
securities if, after the
ecquisition, the total feir
market of euch securities end
quelifying reel property
would sxcesd 10 percent of
the essets of the plen.

HOUSE
WAYS AND MEANS
COMMITTEE BILL

No provision.

No provision.

No provision.

No provision.

HOUSE
EDUCATION ANO LABOR
COMMITTEE BILL

Conforma treatment of
qualified preretirement
survivor annuity for
multiemployer plans to
treatment for
single-employer plans.
Thus, for purpo of the
guarantee, a qualified
preretirement survivor
ennuity is not treated es
forfeiteble solely beceuse
the perticipent hes not died
as of the dete of plen
termination or insolvency.

The peneity is increesed
to up to $1,000 per dey.

The plen sponsor of &
multiemployer plen is to
serve the PBGC with any
compleint, district court
opinfon, natice of eppeal,
or court of eppeals decision
with respect to certain
1itigation involving the
plan sponsor.

The term “eligible
individue! account plen”
does not include individual
account plane taken into
account in determining the
benefits peyable to e
participant under eny
defined benefit plan. An
arrangement consisting of e
defined benefit plan and en
individue! account plen, the
benafits of which are taken
into accaunt in determining
the benefits peyeble under
the defined benefit plen (e
floor-offeet arrengement)
are treeted es a single plen
for purpoees of the
10-percent limit,

SENATE
FINANCE COMMITTEE

No provision,

No provision.

No provision.

No provision.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

No provisfon.

No provision,

No provision.

No provision.
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2. Definition of
qualifying employar
sacurity

H. Intareat on
Employee
Contributione

HOUSE
WAYS AND MEANS

PRESENT LAW COMMITTEE BILL

Quelifying smployar
sacuritias sre stock end
merketable obligations. An
obligetion is not a
merkatable obligation unless:

No provision.

(e) not more than 25
psrcent of the obligations
issuad are held by the plan,

(b) at least 50 percent of
the isaua is hald by parsons
independant of the issuer,
and

(c) not mora than 25
percent of tha ts of the
plan are invasted in
obligetions of the amployar.

Mandetory amployes
contributions to a definad
benafit plen ara raquired to
be creditad with intarest et
a rate of 5 parcant per yaar.,
The Sacratery of Tr
the authority to adjus
S-percent rata undar
appropriete Circumstencea.

No provision.

HOUS| SENATE
EOUCATION AND LABOR FINANCE COMMITTEE

COMMITTEE BILL

In the case of e plen
other then an indiviaual
account plen, stock is
considered a qualifying
amployer security only if:

No provision.

(a) not more then 25
percent of the aggregete
emount of stock of tha seme
cless issued and outstending
at the time of acquisition
by the plan is hald by the
plan, end

(b) at least 50 percent
of the eggregate amount of
such atock ie hatd by
parsons indepandant of the
lssuar.

Effective deta.-~
Acquiaitions of employer
securitiase after February
19, 1887, other than
pursuant to a binding
contract in affact on such
date. Plans thet, on
Februery 18, 1887, hotd
employer securitias that do
not meet tha new
raqui ents or thet ecquire
such securities pursuant to
a binding contract in effect
on such dete heva until
Januery |, 1883, to div
themseivas of such
curiti

t

No provision. No proviston.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

No provision.

The S-percent reta is
repleced by @ rate equel to
120 percent of the Federal
mid-term rate (as in effact
under section 1274 for the
I1st month of a plan year).
The Secretary would not have
authority to elter this rete

Effective dete.--The
provision is effective on
the date of enactment.
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1. Study of
Evant-Cont ingant
Panaion Banefita

HOUSE
WAYS AND MEANS
PRESENT LAW COMMITTEE BILL

No provision.

HOUSE
EDUCATION AND LABOR
COMMITTEE BILL

No provision.

SENATE
FINANCE COMMITTEE
BILL

No provision.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

The Secretary of Lebor is
required to study the effect
of event-contingent pension
benefits on private pension
plens and not later than
February 1, 1988, report the
results of this study,
togsther with legialetive
recommandations, to the
Education end Lebor Committee
and the Lsbor snd Humen
Resources Committse.
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ITEM PRESENT LAW

VI. Penafon Plan
Partability

A. Portable
Pension Plans (sec.
3111-3112 of the
House Education and
Labor bill)

1. Definition

2. Diatribution
raquirementa

HOUSE
WAYS AND MEANS
COMMITTEE BILL

No provision.

No provision,

HOUSE
EQUCATION ANO LABOR
COMMITTEE BILL

A portahle pension plen
is @ rollover IRA thet (1)

(sec. 40B(k) of the Coda)
with respect to employer
contributions, (2) meets
certein distribution rules,

and (3) mests cnrtnn
portabiliity rul
rollover IRA e an IRA that
accountes npnrat.ly for
rollovers il and
certain lr- sfers.

For marriad participents,
distributions are to be in
the form of a 50-percent
qualified joint and survivor
annuity, unleass the
participent slects otherwise
consents.
not apply to
amounte tranaferred from
other plane mith respect to
which the spouse wes not the
bensficiary.) In other
distribution re to
be in the form of e single
1ife annuity, unlsses the
participant elects
othermise Subject to the
spou consent rule, @
participsnt masy designate
the form of distribution.
All distributions are
subject to the minimum
dietribution rules.

ENATE TE
FINANCE COMMITTEE LABOR ANO HUMAN RESOURCES
BILL COMMITTEE BILL

No provision. No provision.

No provision. No provision.
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HOUSE HOUSE SENATE . SENATE
WAYS AND MEANS EQUCATION AND LABOR FINANCE COMMITTEE LABOR AND HUMAN RESOURCES
ITEM PRESENT LAW COMMITTEE BILL COMMITYEE BILL BILL COMMITTEE BILL
3. Portability No provision, A portebia pension plan Na pravision. Na pravisian.
requirementa meats the portability

requirements if 1t (1)
allows transfers (subject to
spousa! cansent {f apousel
consent would be required
with rsspect to a
distribution) to other
portebie pension plens end,
under certain circumstances,
to quaiified plans, (2)
eccapta rollavers and
traneferas from SEPa,
qQualified plans, and

4. Investment No provision. A portabie paneion plen No provision. No provisiaon.
optiona 16 raquired to (1) ellow an
option of investing
principaily in cash and U.S
securities, and (2) if a
perticipant dosa not elect
otherwise, invest the
perticipant’s account in
caeh, U.S. eecurities, or
simileriy aafa inveatmants
determined undar
regulations.

5. Notices . No pravision. The administretor of a No pravision. No provision.
portable pension plen ie to “»
provide participants with a
writtan sxpilanetion of the
tax treatment of a
distribution and of ths
participant‘s and apouse’‘s
righte with respsct to the
form of the dietribution.

8. Prototype pian No provision. The Secretary of Lebor No provision. No provisian,
end the Sacretary of the
Treasury are to prescribe a
prototype portabls pension
plen.

Effactive dete.--Texeble
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Education and Labor
bitt)

1. Quatifisd
pian and
tax-shaitaresd
annuity contract
distributions

2. Distributiona
from portabia
pansion plana

3. Transfera snd
roilovara from
qualifiad plans and
tax-shsiterad
annuitt

HOUSE
WAYS ANO MEANS

PRESENT LAW COMMITTEE BiLL

Distributions from s
quelified pian msy, under
certain circumstances, be
rolied over into an IRA or
another qusiifiad plan.
Spoussi beneficiaries may
only roll over smounts into
1RAs . Distributions from a
tex-sheltered annuity
contract may, under certain
circumstences, be rolled over
into en iRA or enothar
tex-shelterad annuity
contrect. Spousal
beneficiaries may only roll
over amounts into IRAs.

No provision.

No provision. No provision.

Trensfers from qualified
plens to IRAs are not
permitted. A distribution
from & qualified plan of
employee contributions may
not be rolied over to sny
plen or IRA. Simitar rules
apply to tax-sheltered
annuities.

No provision.

HOUSE
EDUCATION AND LABDR
COMMITTEE BILL

Oistributions from
quelified plens or
tex-sheltered ennuity
contracts may only be rolled
over into s portable pension
plan or anothsr qualified
plan or tex-sheltered
annuity contract,
respectively, and mey not be
rojied over to an IRA.
Spousal beneficieries may
oniy roll over amounts into
portaebie pension plans.

Oistributions from
portable pension plens mey
not be rolled over to eny
other type of plan; certsin
tex-free transfers from
portable pension plens ers
permitted.

Tax-free trensfers from
qualified plans to portsble
pension plana may be mede;
such transfers may include
empioyea contributions.
Distributions of employee
contributions from qualified
plans may be rolled over
into porteble penalon plans.
Employee contributions mey
be trensferred tax-free from
e portebie pension plen to e
queiified plan. Similer
rules apply to tex-sheltered
ennuities.

SENATE
FINANCE COMMITTEE
BiLL

No provision.

No provision.

No provision.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BiLL

No provision.

No provision,

No provision.
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4. Lifs
ineurancea contracte

C. Qualified Pian
Diatributiona (sec.
3114 of the Hou
Education and Labor
Committae bill)

1. Permicaibia
distributions

HOUSE
WAYS AND MEANS
PRESENT LAW COMMITYEE BILL

An IRA may not invest in
a 1ife ineurance contract.

Oistributions from a
penston plan neraily may be
mada only on account of plan
termination or the smpioyes‘s
separation from sarvice,

d 111ty, death, or
atteinmant of normal
retiremant age.
Profit-sharing and stock
bonue plans generally may
permit distributions after
the expiration of a stated
period of tima (2 years or
tonger) or after the S
occurrence of s stated event.
Specisl rules appiy to
eection 40i(k) plane and
tax-sheltered annuities.

No provision.

No provision.

HOUS|
EDUCATION AND LABODR
COMMITTEE BILL

IRAs may hold life
insurance contracts thet ara
trensferred from a qualified
plean or tax-sheltered
annuity.

No provision.

Effective dsts.-~Taxable
re b.ainn‘ng after
mber 31, 1981,

A quelified plan mey not No provisian,
distribution not

cribed betom:

(a) Direct transfers to
another p portabie
pension plan ected by the
perticipant (or by the plen
administrator if the
participant makes no

election 1th an exception
allowing cash dietributions
of certain small benefite f
tha participant makes no
tion).

(b) Any distribution of
smployes contributione.

(c) Any distribution mede
on or after the empioye
attains age 69-1/2, dies, or
saparatas from service after
ettainment of age 55,

(d) Any distribution
ettributable to the amployees
being disabled.

SENATE
FINANCE COMMITTEE
BILL

SENATE
LABDR AND HUMAN RESDURCES
COMMITTEE BILL

No provision.

No provistion.
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HOUSE HOUSE SENATE SENATE

WAYS ANO MEANS EOQUCATION ANO LABOR FINANCE COMMITTEE ' LABOR ANO HUMAN RESOURCES
ITEM PRESENT LAW COMMITTEE BILL COMMITTEE BILL BiLL COMMITTEE BILL

(e) A distribution after
the employee seperetaes fram
service In e series of
substanttally equal psriadic
peyments over the iife (or
1ife expactency) of the
employee or over the joint
1ives (or jaint life
expectancies) of the
empiaoyee end the smployee’s
beneficiery.

(f) A distribution of e
deductible dividend (sec.
404(k).

() A distribution of
stock issued by the emplayer
maintaining the ple

(h) A distribution upan
ths occurrence of e herdship
of the employea.

(1) A distribution of the
amaunt aof medicel expenses
the employae could deduct
(assuming the employee
itemizes).

(§) A aistribution to en
elterneta peyea pursuent to
e qualified domeetic
reletions order.

If the present value af an Na pravision. The coneant requirements Na pravision. No provisian.

requiremente employae’s vestad accrued do not applty to e trensfer

benefit exceeds $3,500, the of an employee‘s entire

benefit may not be benefit (or entire benafit

immediately distributed reduced by distributed

without the consent of the employee contributions) to e

employee end, in cartain parteble pension plen or

cases, the employee’s spouse. cartain ather quelified

plans.
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3. Pian margera
and tranafara

4. Reduction in
sccrued benefit

5. Vaating
sarvice

WAYS AND MEANS
COMMITTEE BILL

PRESENT LAW

Generelly, a participant‘s
benefit may not be reducad by
a merger of coneolidstion of
pl or by e tr r of
plan ote or lisbiiities.

No provieion,

Generally, a plan smendmant
may not radu
perticipant’'s accruad benefit
under a quelifiad plan,
Cartein forms of
distributions are trested as
pert of a participant’s
accrued bensfit.

No provision.

A qualified plen genarally
may disregard servics, for
if the
benefit earnad for such
service has been dietributed.

No provision.

HOUSE
EOUCATION AND LABOR
COMMITTEE BILL

The prohibition on
reduction of a perticipant‘s
benefit ia not violated by e
t efer of a participent’s
benafit to a portable
pension plen or to o
qualifiad plan providing the
participent with ths benefit
distribution optione
required for a porteble
pansion plan.

Tha prohibition on
reduction of a participent’s
benafit s not violated by e
tranefar of a participant’s
banefit to s portable
P fon plan or to a
qualified plan providing the
participent mith the benefit
distribution options
required for a portable
pension plan.

The bill generelly allows
service to ba disregarded if
t by fit rned for such
n

service h
trensferrad.

Effactive dats
Gsnerally, s
beginning after Oecember 31,
1881. Wwith respect to
collectively bargained
plans, thase provisions
not to apply to employs
covered by ths collective
bargeining egreements in
plen years baginning before

the collective bargaining
agreements (without regard
to sxteneions on or after
dete of enactmsnt), or (2)
Januery 1, 1892, The
provisions do not apply to
eny individue! mho ettained
egs 50 before Jenuery 1,
1886.

SENATE .
FINANCE COMMITTEE

No provision.

No provision.

No provision.

SENATE
LABOR AND HUMAN RESOURCES
COMMITTEE BILL

No provision

No provision,

No provision.
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HOUSE
WAYS AND MEANS
COMMITTEE BILL

HDUSE SENATE . SENATE
EDUCATION AND LABOR FINANCE COMMITTYEE LABOR AND HUMAN RESOURCES
ITEM PRESENT LAW COMMITTEE BILL BILL

D. Simplified
Employee Plans
(SEPs) (eecs.
3121-3123 of the
House Education and
Labor Committee
bill)

1. ERISA rules

2. Distributione

Simplified employ:
pensions (SEPs) thet ere
plens gensrelly ers subject
to the rsguirsmsnts of the
Employee Retirsment Income
Security Act of 1974 (ERISA).

Under the Code, the
employer may not prohibit
withdrawels from a SEP.

No provision.

No provision.

All SEPs sre subject to
ERISA with special rules
with respect to
perticipetion, vesting, end
funding to conform to the
tax rulss sppliceble to
SEPs. In eddition, thes
Secretery of Labor is to
prescribe specisl massns for
SEPs to comply with the
reporting snd disclosure
requiremants.

SEPs generelly are subject
to the sams distribution
rulse spplicable to portsble
pension plans.

Effectiva date.--
Gensrally, taxeble yeere
baglnning after December 31,
1881. However, ths
distribution rul
applicebls to porteble
psnsion plens only epply to
SEPs ssteblished efter
December 31, 1881.

No provision

No provision.

COMMITTEE BILL

No provision.

No proviston.
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1TEM

E. Salary
Raduction Under
SEPa (msc. 3124 of
tha Hou Education
and Labor Committass
bill)

1. SEP
participation
raquiremsenta

2. Electiva
contributiona

HOUSE
WAYS ANO MEANS

PRESENT LAW COMMITTEE BILL

Under the participation No provision.
requirement a simplifiad

employae pension (SEP) does

not quellfy unlese an

employer contribution is meda

on behalf of ch employee

cartain
end compan
raquirements.

1f cartain ragquiremants are
satisfied, contributions that
an employae had tha right to
r ive in cash may ba made

No provision.

SEP.

(e) Ona raguirament is that
the employar not be a State
or local government or a
tex-exempt orgenlization.

(B) To qualify for this
rule, the employer may not
heve h morae than 25
employ et eny time during
the preceding year.

HOUSE
EOUCATION AND LABOR
COMMITTEE BILL

Employer contributions
need not ba mede on behalf
of en employ who is not
employed on the lest dey of
the year, unless an employer

contribution m mada for
th in the
preceding yesar. Also, {f

an employer usas the
sltarnativa means of
1loaing slective
contributions di
(b) below, the perticipeation
requiramante mey not exclude
employee who has

ined e 2) with | yeer
ervica from eny SEP of
employer, subject to the
-and amploymant rule.

The bi)) establishes en
altarnet)va meens of
ellowing elective
contrlbutions to e SEP if
cartain different
requirements are setisfied.

(e) Same requirement.

(b) Thie alternative meens
would be evailable without
regerd to the size of the
employer. However, the
employer mey not be

ing e quelified

nt plan for any
employee maeting certain age
and service raqulrements.

SENATE
FINANCE COMMITTEE
BILL

No provision.

No provieion.

SENATE
LABOR AND HUMAN RESQURCES
COMMITTEE BILL

No provision.

No provision.
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3. Non-
discriaminatory
contributions

F. Line of
Buainees Ruia for
SEPs ( . 3125 of
ths Housa Education
and Labor biil)

HOUSE

WAYS AND MEANS
COMMITTEE BILL

PRESENT LAW

(c) Nondiscrimination rules
epply to th lective
contributions without regard
to nonelactive contributione
made for the same employsses
For purpos of theea rul
no mare than $200,000 of
compensation may be taken
into account.

(d) Al]l employeas who satisfy
the perticipation
requirements a to b
entitiad to make an slective
cantribution.

Nonelective emplo
contributione to SEPs will
setisfy the nondiscriminstion
rul if they bear & uniform
relationehip to employses’
compenestion (up to
$200,000). 1In eddition,
certain integration with
sociel security is parmitted.

No provision.

The nondiscrimination rulas
appliceble to qualified
plans, tax-sheltered
annuiti and etatutory
employse bensfit plans may be
spplied separately to
separete 1inee of businees or
operating units of an
employer.

No provision.

HOUSE
EDUCATION AND LABOR
COMMITTEE BILL

(c) The elective
contributions are subject to
a limit thet functions in &
menner similar to the
present-law
nondiacrimination rules, but
takes nonelactive
contributions into eccount.
There im no limit on the
amount of compsnsetion that
may be teken into account.

(d) A1l employeas
receiving an employer
contribution under a SEP ere
to be eligible to make an
slective contribution.

If an employer uses the
elternative means of
ellowing elective
contributions, integration
ie not permitted in any SEP
of tha employer.

Effective data.-~Taxsble
yaars beginning efter
Oecamber 31, 1891,

If en employer meinteins &
qualified plan or SEP in

ch parate lins of
businese or operating unit,
the Secretary mey by
regulation provide thet such
employer mey epply the SEP
requiremente separately to
each such sep te line of

business or op! ting unit.
Ef --Texable
fter

ye
December 31, 1991.

SENATE
FINANCE COMMITTEE
LL

No provision.

No provision.

SENATE
LABOR ANO HUMAN RESOURCES
COMMITTEE BILL

No pravision.

No provision.
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