














TABLE 1.—PRIVATE PENSION AND DEFERRED PROFIT-SHARING PLANS:! ESTIMATED COVERAGE, CONTRIBUTIONS, BENEFICIARIES, BENEFIT PAYMENTS, AND RESERVES, 1950, 1955, 1960-70

Coverage.! Employer Employee Number of Amount of benefit Reserves,

end of year contributions contributions beneficiaries, end of payments end of year

(in thousands) (in millions) (in millions) year (in thousands) (in millions) (in billions)
Non- Non- Non- Non- Non- Non-
In- in- In- in- In- in- In- in- In- in- In- in-
Year Total sured sured Total sured sured Total sured sured Total sured sured Total3 sured sured3 Total sured sured
_________________________________ 9,80 2,600 7,200 $1,750  $720 $1,030 $330  $200  $130 450 150 300 $370 $80  $290 $12.1  $5.6 $6.5
. 15,400 3,800 11,600 3,280 1,100 2,180 560 280 280 980 290 690 850 180 670 27.5 11.3 16.1
- 21,200 4,900 16,300 4,710 1,190 3,520 780 300 480 1,730 540 1,240 1,720 390 1,330 52.0 18.8 3331
- 22,200 5,100 17,100 4,830 1,180 3,650 780 290 490 1,910 570 1,340 1,970 450 1,520 57.8  20.2 37.5
_ 23,100 5,200 17,900 5,200 ,240 3,960 830 310 520 2,100 630 1,470 2,330 510 1,820 63.5 21.6 41.9
. 23,800 5,400 18,400 5560 1,390 4,170 860 300 560 2,280 690 1,590 2,590 570 2,020 69.9 23.3 46,6
_ 24,600 6,000 18,600 6,370 1,520 4,850 910 310 600 2,490 740 1,750 2,990 640 2,350 77.7 25.2 52.4
. 25,300 6,200 19,100 7,370 ,770 5,600 990 320 670 2,750 790 1,960 3,520 720 2,800 86.5 27.3 59.2
. 26,300 6,900 19,400 8,210 1,850 6,360 1,040 330 710 3,110 870 2,240 4,190 810 3,380 95.5 29.3 66.2
_ 27,50 7,700 19,800 9,050 2,010 7,040 1,130 340 790 3,410 930 2,480 4,790 910 3,830 106.2 31.9 74.2
. 28,000 7,900 20,100 9,940 2,240 7,700 1,230 340 890 3,770 1,010 2,760 5530 1,030 4,500 117.8 34.8 83.1
_ 29,000 8700 20,300 11,420 3,030 8,490 1,360 35 1,010 4,180 1,070 3,110 6,450 1,160 5230 127.8 37.2 90.6
_________________________________ 29,700 9,300 20,400 12,580 2,860 9,720 1,420 35 1,070 4,720 1,220 3,500 7,360 1,330 6,030 137.1 40.1 97.0

1includes pay-as-you-go, multiemployer, and union-administered plans, those of nonprofit orga-
nizatjons, and railroad i;lans supplementing the Federal railroad retirement program. Excludes
pension plans for Federal, State, and local government employees as well as pension plans for the
self-employed. Insured plans are underwritten by insurance companies; noninsured plans are, in
general, funded through trustees.

2 Excludes annuitants; employees under both insured and noninsured plans are included only
once—under the insured plans.

3 Includes refunds to employees and their survivors and lump-sums paid under deferred profit-
sharing plans,

Source: Compiled by the Office of the Actuary, Social Security Administration, from data furnished
primarily by the Institute of Life Insurance and the Securities and Exchange Commission.
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TABLE 3.—FUNDING OF PRIVATE PENSION PLANS: ASSETS AT MARKET VALUE AS PERCENT OF PRESENT VALUE ! OF TOTAL ACCRUED RETIREMENT BENEFITS, BY AGE OF PLAN: AS OF 1970

Age of plans 2

6 years or less

7 to 11 years

12 to 16 years 17 to 21 years 22 to 26 years 27 to 31 years Qver 31 years

Number  Percent Number Percent Number Percent Number Percent Number Percent Number Percent Number Percent

Assets as percent of accrued benefits:
25 percent orless_ ... ... ___..._._ 9 21 7 9 10 8 2 2 4 8 e 1 5
26 through 50_.__ . 13 31 24 30 36 29 34 33 4 8 6 13 1 5
51 through 75_.__ 9 21 18 22 31 25 24 23 8 15 9 20 5 24
76 percentand over._________.________ 11 26 32 39 48 38 43 42 36 69 30 66 14 68
Total . 42 100 81 100 25 100 103 100 52 100 45 100 21 100

! Present value of accrued benefits is actuarially determined.

2Sample consists of 469 trustee-administered plans,

NOTE.—The sum of individual items may not equal totals because of rounding.

Source: Senate committee on Labor and Public Welfare Report on S. 3598, The Retirement Income
Security for Employees Act of 1972, 92d Cong. 2d. sess., p. 98,



























































































III.—COMPARISON OF MAJOR PROVISIONS OF PRESENT LAW, S. 4, S. 1179, AND S. 1631

Item Present law

S. 4 (Williams—Javits)

S. 1179 (Bentsen)

S. 1631 (The administration bill)

Short Title

Prinicipal Administering Agency. Internal Revenue Service

General Coverage of Bill_____._. All qualified pension and profit-sharing

Plan Participation___.__.______ Employer Plans—Plans may be limited
to employees who have (1) attained a
designated age, or (2) been employed
for a designated number of years, so
long as effect is not discriminatory in
favar of officers, shareholders and
highly compensated employees. Plans
may also exclude employees who are
near retirement age when they would
otherwise become eligible.

Self-employed plans—Plan must cover all
employees with 3 or mare years of serv-
ice.

Vesting Employer plans—Employees must receive
vested rights when they retire or upon
plan termination; also vesting provi-
sions may be considered in determining
if plan discriminates.

Self-employed plans—Rights of all plan
participants must vest immediately,

Retirement Income Security for Employ-
ees Act.

Labor Department___ __________._______

All pension and profit-sharing plans,
except those of Government, religious
organizations, those with 25 or fewer
participants, those benefiting the self-
employed; also certain other excep-
tions.

Generally, plans could not require more
than one year of service or an age
greater than 25; plans which provide
full immediate vesting for all partici-
pants could require 3 years of service
and an age of 30.

30-percent vesting after 8 years of par-
ticipation; thereafter vesting increases
at a rate of 10 percent per year; in lieu
of this schedule Secretary of Labor
could approve other equally ‘‘equit-
able’” vesting formulas. Vesting would
apply to benefits accrued before and
after effective date of provision (3
years after enactment). Secretary of
Labor could postpone required vesting
for 5 years to prevent ‘‘substantial
economic injury.” Contributions ander
3 class-year plan must vest in full
within 5 years.

Comprehensive Private Pension Security
Act of 1973.

Internal Revenue Service

All qualified pension and profit-sharing
plans.

Retirement Benefits Tax Act.

Internal Revenue Service.

All qualified pension and profit-sharing
plans.

Employer Plans—1 year of service and Employer Plans—3 years of continuous

age of 30.

service and an age of 30; plans could
exclude employees who are within
5 years of retirement age when they
would otherwise become eligible.

Sellf-employed plans—Same as present Self-employed plans—Must cover all em-
aw.

Employer plans—25-percent vesting after
5 years of participation with additional
vesting at a rate of 5 percent per year.
Vesting would apply to benefits accrued
before the effective date of the provi-
sion (3 years after enactment) in the
case of employees 45 and older. The
Internal Revenue Service could post-
pone required vesting for 5 years to
prevent ‘‘substantial economicinjury."
Contributions under a class-year plan
must vest in full within 5 years. -

Sellf-emp|oyed plans—Same as present
aw.

ployees with 3 years of continuous
service; all those age 30 with 2 years of
service, and all those age 35 or older
with one year or more of service.

I
Employer plans—‘‘Rule of 50’ woud
apply under which there would be 50%,
vesting when an employee’s age and
years of participation in the plan
totalled 50, if the employee also had 3
years of continuous service. Remaining
benefits would vest, at least ratably,
over the next 5 years, Generally, vesting
requirements would not apply with
respect to benefits accrued before
enactment (but preenactment years of
participation would be considered in
determining if the employee was en-
entitled to vesting). ’
Self-employed plans—A “‘rule of 35"
would apply.
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Portability

Plan Termination Insurance..._ Nene

Must fund at least normal pension costs
and interest on unfunded accrued lia-
bilities. No amortization of principal
amount of unfunded accrued liabilities
is required. Actuarial methods, factors
and assumptions must together be rea-
sonable and must be reported.

Under administrative practice, anTem-
ployee's pension rights may be trans-
ferred from one plan to another if both
old and new employers consent and the
terms of both plans and trusts permit
such transfers, To avoid tax, however;
the transfer of funds must generally be
made directly between qualified trusts.

Normal pension costs would he funded
annually and accrued unfunded liabil-
ities (whether or not vested) would
ities (whether or not vested) would
have to be funded at least ratably over
a 30-year period. Substantial increased
liabilities resulting from a plan amend-
ment would be funded over 30 years.
Experience deficiencies would generally
have to be funded over a 5-year period.
Actuarial assumptions would be set by
Secretary of Labor. Secretary of Labor
could waive the requirement for a par-
ticular year upon a showing of hard-
ship, and allow the year's deferred
contribution to be made up ratably
over a 5-year period.

Would create a Federal clearinghouse to
facilitate portability of vested pension
credits. Program would be voluntary
both for employers and emplo?;ees. At
his option, an employee would leave
amounts transferred on his behalf
under the portability program on de-
posit with the Federal portability fund.

Federal insurance program would be es-
tablished protecting an employee's
rights to accrued vested benefits equal
to the lesser of 509 of his highest aver-
age monthly wage earned over a 5-year
period, or $500 a month. Generally,
employers would pay a premium for
this coverage equal to 0.2 percent of
unfunded vested liabilities in the case
of multiemployer plans or 75 percent
funded plans and up to 0.4 percentin
the case of other plans, In addition, the
employer would be liable to reimburse
the insurance fund upon plan termina-
tion in an amount not in excess of 50
percent of net worth,

Generally similar to S. 4, but would be
condition for qualifying under the In-
ternal Revenue Code. Experience de.
ficiencies would have to be made up at
least ratably over a period no longer
than the average remaining working
life of covered employees. Secretary
life of covered employees. Secretary
of Treasury could grant waivers of the
requirements.

Would amend the law to specifically per-
mit tax-free transfer of employee
pension rights between plans.

Federal insurance program would protect
employee’s rights to a pension equal
to the lesser of 50 percent of his high-
est average monthly wage over a 5-
year period, or $1,000 a month. Premi-
ums would initially be up to 0.2 percent
of vested unfunded liabilities in the
case of multiemployer plans or 75 per-
cent funded plans, and up to 0.4 percent
in the case of other plans.

Minimum contributions would equal nor-

mal costs, interest on past service
costs, and 5 percent of vested unfunded
liabilities. Secretary of Treasury could
permit alternative funding schedule
which results in a satisfactory rate of
funding.

Would amend the taxlaw to permit tax-free

lump-sum distributions from a qualified
reticement plan if the proceeds are re-
invested in another qualiﬁed plan within
60 days after the close of the taxable
year in which such a distribution was
received.

None.
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IIL—COMPARISON OF MAJOR PROVISIONS OF PRESENT LAW, S. 4, S. 1179, AND

S. 1631—Continued

Item Present law S. 4 (Williams-Javits) S. 1179 (Bentsen) S. 1631 (The administration bill)
Reporting and disclosure.._.... Reporting—Internal Revenue Service: All Reporting—Labor Department: Annual None. ... . ... Reporting—A companion bill, S. 1557,
employers with funded plans must file reports would be required froem plans contains requirements  substantially
annual returns on plan financial status, covering more than 25 participants and similar to those in S. 4.
contributions and deductions, and would include independent auditor’s
changes; trustees of qualified plans statement. Annual reports would in-
must report prohibited transactions.  clude more detailed information con-
Labor Department: Piaas ccverad carning investments, transiciins in-
under the Welfare and Pension Plans volving interested parties and actuarial
Disclosure Act must file plan descrip-  infermation.
tion when plan is established. Covered
plans with over 100 participants must
file an annual report on contributions,
benefits, employees covered, assets
and liabilities, interested party trans-
actions and certain other matters. !

Disclosure—Under the tax law, employees Disclosure—New participants would re- _____________________________________. Disclosure—S. 1557 is substantially sim-
must be informed of the establishment  ceive summary of important plan pro- ilar to S. 4. Also would require a state-
of a qualified plan and its basic provi-  visions, especially those concerning ment of accrued benefits be given to
sions; a copy of the plan mustbe avail- plan benefits and circumstances which participants or beneficiaries upon re-
able for inspection. Under the WPPDA,  would disqualify the individual from quest. 1
the material filed with the Secretary of receiving benefits, Revised summary
Labor must be available for inspection would be provided every 3 years.
and upon request, copies of summaries Summaries would have to be written
of this material must be mailed to plan in a manner calculated to be understood
participants and beneficiaries, by the average participant. When a

participant with vested benefits term-
inates service, he would recelve a
certiticate concerning his rights,
Fiduciary Standards._____._._. The assets of a qualified plan must be Would amend the WPPDA to impose a Nome__.___ ... . .. _______________ Prohibited transaction rules (presently

used exclusively for the benefit of em-
ployees and their beneficiaries. Addi-
tionally, pension trusts engaging in
specified ‘“‘prohibited transactions’
with certain interested persens may
lose their qualified status, Generally,
these include loans, payment of com-
pensation, providing trust services, or
purchases or sales of property between
the trust and an interested persen,
other than on arms-length basis,

‘‘prudent man’’ standard on pension
trust fiduciaries, Additionally, fiduci-
aries could not engage in specified
transactions. These include rentals,
sales or purchases of property, loans,
providing trust goods, services or facil-
ities, or otherwise permitting the trans-
fer of trust property to interested par-
ties. Exceptions are made for certain
established business practices,

resulting in loss of exemption where
violated) would be repealed. However,
excise taxes of 5 and 200 percent would
be imposed on persons engaging in
self-dealing type transactions, similar
éu 4those specifically prohibited under
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Personal

Plan.

Retirement Savings Generally, there is no tax deduction for

amounts paid by an individual toward
his own personal retirement savings,
or for employee coniributions to an
employer pension plan.

Would allow a credit against tax for Similar to S. 1179 except that a deduction

employee contributions to an employer
retirement plan or to a personal retire-
ment savings account. Credit could not
exceed lesser of (1) 25 percent of
such contributions or (2) $375. The
maximum allowable credit would be re-
duced by 25 percent of any employer
contributions to a qualified retirement
plan and would be further reduced by
25 percent of any FICA tax savings if
the individual had earned income not
subject to this tax. In the case of a
married couple, both husbhand and
wife could claim the credit. The
personal retirement savings account
would be managed by a bank or other
trustee. Generally, no benefits could
be paid before age 5924 (except in
the event of death or disability) and
benefit payments would have to begin
by age 7015,

(rather than a credit) would be allowed
for such contributions ‘equal to the
lesser of (1) 20 percent of earned income
or (2) $1,500. These limits would be
scaled down dollar for dollar to reflect
employer contributions ta a qualified
retirement plan, or any FICA or Railroad
Retirement tax savings of the employee,

Contribution Limits_.__________ Employer Plans—Deductible contribu- Would not amend the Internal Revenue Nome_..._.__________________________ Employer Plans—Would repeal the 5%,
tions to pensioné)lans generally may Code. Certain funding requirements limitation. Deductions would be per-
not exceed (1) 5 percent of pay of  would be reduced if necessary to en- mitted for any amount necessary to
covered employees plus any sum able the employer to receive his tax meet minimum funding requirements.
necessary to fund current and past deduction. Money Purchase Plans—Contributions to

6

service costs on an actuarial basis, or
(2) normal service costs plus 10 percent
of past service costs. Protit-sharing
contributions may be deducted up to
15 percent of payroll of covered em-
ployees. Credit and contribution carry-
overs are permitted.

Self Employed Plans—Deductible contri-
butions on beha!f of sel’-employed
persons {(and shareholder-employees
of subchapter S corporations) may
not exceed the lesser of 10 percent of
earned income; or $2,500. In plans
where covered employees may make
yoluntary contributions, the owner-
employees may make proportionate
contributions, on a nondeductible basis,
up to the lesser of 10 percent of earned
jncome or $2,500.

such plans in excess of 20%, of annual
compensation would have to be included
in gross income by the employee.

Self-Employed  Plans—The limits on

deductible contributions would be in-
creased to the lesser of 15 percent of
earned income or $7,500. Excludible
contributions on behalf of shareholder-
employees of suhchapter S carporations
would” be increased to similar levels.
Limits on nondeductible contributions
would be correspondingly increased for
owner-employees.




III.—COMPARISON OF MAJOR PROVISIONS OF PRESENT LAW, S.4, S.1179, AND
S. 1631—C ontinued

Present law

S. 4 (Williams-Javits)

S. 1179 (Bentsen)

8. 1631 (The administration bill)

Largely self-policing since plans not The provisions of the hill would be Gelneralllly, the same as under present
aw. How

meeting the requirements for qualifi-
cation under present law are not tax
exempt; therefore, employer contribu-
tions to such plans are generally not
tax deductible unless rights under the
plan are nonforfeitable and the
amounts contributed are includible in
i ncome by the employee.

enforced in the Federal Courts as the
result of legal actions brought by the
Secretary of Labor, or concerned em-
ployees. A special office would be cre-
ated in the Department of Labor to
administer the provisions of S. 4.

ever, a special Office of Pen-
sion Plan Administration would be cre-
ated in the Service. For funding viola-
tions, the pension plan could be
terminated by the Service, and the
deduction for contributions made to
the plan for the 5 preceding years
may then be disallowed.

Generally, the same as under present
law. However, penalty taxes could be
imposed on interested persons engaging
in self-dealing transactions with the
fund, whereas, under present law, the
only sanction is loss of tax exemption.
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