JOINT COMMITTEE ON TAXATION
December 16, 2005

JCX-86-05
ESTIMATED REVENUE EFFECTS OF S. 1783,
THE "PENSION SECURITY AND TRANSPARENCY ACT OF 2005,"
AS PASSED BY THE SENATE ON NOVEMBER 16, 2005
Fiscal Years 2006 - 2015
[Millions of Dollars]
Provision Effective 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2006-10 2006-15
I. Funding and Deduction Rules for Single-Employer
Defined Benefit Plans and Related Provisions [1] ............... [2] 839 3,685 2,935 -904 -1,994 -2,010 -1,756 -1,151 -850 -693 4,561 -1,899
Il. Funding and Deduction Rules for Multiemployer
Defined Benefit Plans and Related Provisions
1. Funding rules for multiemployer plans and
additional funding rules for plans in endangered or generally
critical status (sunset 12/31/14); and study.............ccccvernnee. pyba 12/31/06 [3] -3 -8 -18 -27 -33 -39 -45 -51 -54 -56 -278
2. Measures to forestall insolvency of multiemployer plans..... dmipyba 2006 - - - - e e Estimate Included inltem 1.1, = = = = == = = = c s mm e e e e
3. Special rule for certain benefits funded under an
agreement approved by the PBGC...........ccccevvvieeviiieennnnen. (510 = e Estimate Included inltem 1.1, = = - - == - - - oo oo e e e
4. Withdrawal liability reforms..........cccccocviiiiiiiiic e [4] e Estimate Included in ltem 1.1, = = - - == = = = o e oo
5. Increase deduction limits for multiemployer plans................ yba 12/31/05 W - e e Estimate Included inltem 1.1, == = = == = = = c e mm e e e
6. Transfers of excess pension assets to
multiemployer health plan............ccccoeoiiiiiie, tmityba 12/31/04 - - - - - - - e e oo Negligible Revenue Effect - - - == - - === - - o - o e m e
Total of Funding and Deduction Rules for Multiemployer
Defined Benefit Plans and Related ProviSioNS .........ooviiieieiiie i e [3] -3 -8 -18 -27 -33 -39 -45 -51 -54 -56 -278
Ill. Interest Rate Assumptions
1. Interest rate assumption for determination of
lumMp-sum distribUtiONS..........cvviiieeiie e pyba 12/31/06 - - - - e m e oo Negligible Revenue Effect - - - == - - == - c oo o m e
2. Interest rate assumption for applying benefit
limitations to lump-sum distributions.............cccccocvveviieeinnnee. yba 12/31/05  -- - - e e Negligible Revenue Effect - - - == - - == - - oo oo i m oo
3. Restrictions on funding of nonqualified deferred
compensation plans by employers maintaining
underfunded or terminated single-employer plans............... taoroaa 12/31/06 3 4 4 4 6 6 5 4 3 15 41
4. Modification of pension funding requirements for
plans subject to current transition rule.............cccceeeveeevinenne pyba 12/31/05 @ - - - - e Estimate Included in ltem |, - = = = - = = o mm oo m e
Total of Interest Rate ASSUMPLIONS ...t ieiiei i et e e [3] 3 4 4 4 6 6 5 4 3 15 41
IV. Improvements in PBGC Guarantee Provisions
1. Increases in PBGC PremilmsS........cuevevveeeinieeesieeesnieeesnenees [B] = e Estimate to be Provided by the Congressional Budget Office - - - - - === - == - == - oo
2. Authority to enter alternative funding agreements
to prevent plan terminations............ccveevvieeeriieenniee e DOE = --emeeeme e Estimate to be Provided by the Congressional Budget Office - - - - - - -----------------

3. Special funding rules for plans maintained by

commercial airlines that are amended to cease

future benefit accruals [6]........ccovvvveiriieeiiiee e pyea DOE 1 3 3 3 3 3 3 3 3 3 14 30
4. Limitation on PBGC guarantee of shutdown and

other BeNefitS.......ccoviiiii e |4 Estimate to be Provided by the Congressional Budget Office - - - - - - - - ---------------
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Provision Effective 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2006-10 2006-15
5. Rules relating to bankruptcy of employer..........c.ccccvevivvennns [B] e Estimate to be Provided by the Congressional Budget Office - - == - === - === -=---cum---
6. PBGC premiums for new plans of small employers............. pfea 12/31/05  -------------iam oo o Estimate to be Provided by the Congressional Budget Office - - - - - - -----------------
7. PBGC premiums for small and new pfea 12/31/05 &
PlANS ..t pyba 12/31/05 W -------mmie i a o Estimate to be Provided by the Congressional Budget Office - - - - - === - == - == - oo
8. Authorization for PBGC to pay interest on premium
overpayment refunds...........coooveeinieeeiiee e iafpbnet DOE =~ ----------mmmmi - Estimate to be Provided by the Congressional Budget Office - - - - - - -----------------
9. Rules for substantial owner benefits in terminated
PlANS. .ttt 9] e Estimate to be Provided by the Congressional Budget Office - - - - - === - == - == - - oo oo - -
10. Acceleration of PBGC computation of benefits
attributable to recoveries from employers..........cccccoecveennnns noitto/a 30da DOE =~ - ---------------------- Estimate to be Provided by the Congressional Budget Office - - - - - - -----------------
11. Treatment of certain plans where cessation or
change in membership of controlled group............cccccvveenn. atosotoo/a DOE =~ - --------ommmmmmm oo Estimate to be Provided by the Congressional Budget Office - - - - - === - == - == - - oo -
12. Retirement age of commercial airline pilots for PBGC
QUArANTEE PUMPOSES. ...eeeiiriieririieiiieeeaiieeesireessreeeeiieeesneee e bpo/a DOE =~ ---------mmmmma oo Estimate to be Provided by the Congressional Budget Office - - - - - - -----------------
Total of Improvements in PBGC Guarantee ProviSions ...........ccccvuviiiiieieeieniiinnnn.s 1 3 3 3 3 3 3 3 3 3 14 30
V. Disclosure
1. Defined benefit plan funding Notice.............cccoveiiiieiiiecnnns pyba 12/31/05 @ - -- - - e No Revenue Effect - - - - - - - - - - e m i
2. Access to multiemployer pension plan information.............. pyba 12/31/05 - - - - - - e e e oo No Revenue EffeCt - - - == - - = - - - oo oo
3. Additional annual reporting generally
[=To 0T =Y 1= 0L C SRR pyba 12/31/05 - - s s e e No Revenue Effect - - === - === mm o e e e
4. Timing of annual reporting requirements... . pyba 12/31/05 @ - ----- e No Revenue Effect - - - - - - -----ommmmm e
5. Section 4010 filings with the PBGC...........cccocuveeiiieeinieeenns pyba 12/31/06 - - - - - e e i e oo No Revenue EffeCt - - - == - - = - - - oo e m e
6. Disclosure of termination information to plan participants.... noitta DOE =~ == - - s s o i e e No Revenue EffeCt - - === - - = o oo e e
7. Benefit SUSPENSION NOLICE.......ccuvveeiiieciiie e pyba 12/31/05 - - - m e No Revenue EffeCt - - - == - === mmm e e e
8. Study and report by GAO.... (510 = e No Revenue Effect - - - - - - ------mmmmm e
Total Of DISCIOSUIE ...ttt ettt et et e e e e
VI. Treatment of Cash Balance and Other Hybrid
Defined Benefit Pension Plans
1. Prospective application of age discrimination,
conversion, and present value assumption rules................. [10] -24 -26 -33 -35 -42 -34 2 45 67 61 -160 -19
2. Regulations relating to mergers and acquisitions [11].. DOE smm e No Revenue Effect = - - == - == cmm o e e e
Total of Treatment of Cash Balance and Other
Hybrid Defined Benefit PENSion Plans ..o -24 -26 -33 -35 -42 -34 2 45 67 61 -160 -19
VII. Diversification Rights and Other Participant
Protections Under Defined Contributions Plans
1. Defined contribution plans required to provide generally
employees with freedom to invest their plan assets............. pyba 12/31/05 @ - - - e m e e Negligible Revenue Effect - - - == - - == - m oo o m e
2. Notice of freedom to divest employer securities generally
OF €Al PrOPEITY. ...ttt pyba 12/31/05 @ - -- - - e No Revenue Effect - - - - - - - - - - e mmi e
3. Periodic pension benefit generally
SEALEIMENTS. ... pyba 12/31/06 - - - - - e e e e e No Revenue EffeCt - - === - - = o oo e e
4. Notice to participants or beneficiaries of blackout
PEIIOAS. ...ttt [ 2] I No Revenue Effect - - - - - - - - - - e m i

5. Additional IRA contributions and credit for certain
individuals (sunset taxable years beginning after
12/31/09; sunset credit taxable years beginning
AFtEr 12/31/07)..eeeiieieieeit et tyba 12/31/04 -87 -85 -51 -10 -8 -6 -6 -6 -6 -6 -240 -270
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Provision Effective 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2006-10 2006-15
6. Inapplicability of relief from fiduciary liability during
suspension of ability of participant or beneficiary to generally
direCt INVESIMENES......vviiiiiie e pyba 12/31/05 - - - - - e e oo No Revenue Effect - - - == - - = - - - oo e o
7. Increase in maximum bond amount...........ccccceeevieeeenieeennns pyba 12/31/05 @ - - - - e e e No Revenue EffeCt - - === - - = o oo e e
Total of Diversification Rights and Other Participant
Protections Under Defined Contributions Plans .............covviiiiiiniiii e -87 -85 -51 -10 -8 -6 -6 -6 -6 -6 -240 -270
VIIl. Information to Assist Pension Plan Participants
1. Defined contributions plans required to provide generally
adequate investment education to participants.................... pyba 12/31/06 - -- - - e e oo No Revenue Effect - - - - - - - - - - e m i
2. Independent investment advice provided to plan
[T L (o] o =T | RS jada DOE =~ - - - mmm i e e No Revenue EffeCt - - - == - - = o oo e
3. Treatment of qualified retirement planning services
(SUNSEL 12/31/10)..c..ueiiieiiieeeiie et tyba 12/31/05 -12 -24 -32 -36 -39 -43 -11 -142 -196
4. Increase in penalties for coercive interference with
exercise of ERISA MghtS.......ccccvviiieiiie e voo/a DOE - m i m e No Revenue EffeCt - - - == - - = o oo e
5. Administrative ProViSion............cccuveiriieeeiueeesiieeesiieeesiee s DOE smm e e No Revenue EffeCt - - === - === mm o e e e
Total of Information to Assist Pension Plan Participants ...........cccoeovviviniiiiineennn. -12 -24 -32 -36 -39 -43 -11 -142 -196
IX. Provisions Relating to Spousal Pension Protection
1. Regulations on time and order of issuance of
domestic relations Orders.........coccveirieeeriiieiiiee e (510 = e Negligible Revenue Effect - - - == - - === - - o - o e m e
2. Entitlement of divorced spouses to railroad
retirement annuities independent of actual
entitlement of emMPIOYEE.........coovuiviiiiii e lyaDOE = ----mmmmmmmme e Estimate to be Provided by the Congressional Budget Office - - == - === === ------cum---
3. Extension of tier |l railroad retirement benefits to
surviving former spouses pursuant to divorce
F= Lo =TT LT o SR PRR lyaDOE = ----immmim e Estimate to be Provided by the Congressional Budget Office - - - - - === - == -----commn--
4. Requirement for additional survivor annuity generally
[o] o] 110 ] o PP TP U PR PP PP OPPPPI pyba 12/31/05 @ ------ - m e Negligible Revenue Effect - - - == - - === - - o - mmm e
Total of Provisions Relating to Spousal Pension
Lo =T o3 4 oY o T [3] [3] [3] [3] [3] [3] [3] [3] [3] [3] [3] [3]
X. Improvements in Portability and Distribution Rules
1. Clarifications regarding purchase of permissive
SEIVICE CreAIL. .. viieiiiie it [ I e Negligible Revenue Effect - - - == - - == - - oo oo i m oo
2. Rollover of after-tax amounts in annuity contracts............... tyba 12/31/05 - - - e e e Negligible Revenue Effect - - - == - - == - c oo o m e
3. Clarification of minimum distribution rules to
governmental Plans.........cocveoiiieiiie e (510 = e i No Revenue Effect - - - - - - - - - - e m i
4. Waiver of 10% early withdrawal tax on certain
distributions from pension plans for public safety
EMPIOYEES. ...ttt dma DOE -1 -3 -3 -3 -3 -3 -4 -4 -4 -4 -13 -32
5. Rollovers by nonspouse beneficiaries of certain
retirement plan distributions............ccccoveve e, dma 12/31/05 -8 -23 -32 -37 -35 -33 -30 -28 -26 -23 -134 -274
6. Faster vesting of employer nonelective generally
CONEMDULIONS.....eiii i cf pyba 12/31/05 -3 -6 -7 -7 -7 -7 -8 -8 -8 -8 -30 -69
7. Allow direct rollovers from retirement plans to
ROt TRAS. ..t dma 12/31/05 @ - - - i e e Negligible Revenue Effect - - - == - - == - - oo oo i m oo
8. Elimination of higher early withdrawal tax on
certain SIMPLE plan distributions.............cccccocvvciiiicinineennns yba 12/31/05 [14] -20 -21 -22 -22 -23 -24 -25 -26 -27 -85 -211
9. SIMPLE Plan Portability [15].........cccceveireriiieiiiiec e yba 12/31/05 -6 -13 -13 -14 -14 -14 -14 -14 -13 -13 -60 -127




Provision Effective 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2006-10 2006-15
10. Eligibility for participation in retirement plans..............c........ DOE -1 -1 -1 -1 -1 -1 -1 -2 -2 -2 -5 -13
11. Benefit transfers to the PBGC..........cccccvveeviiie e, [16] mmmm e Estimate to be Provided by the Congressional Budget Office - - == - === === === ---u---
12. MiSSINg PartiCiPants..........ccoiureeiriiieeriie e dmafripp -------eieiioeaa - Estimate to be Provided by the Congressional Budget Office - - - - - ------------------
13. Modifications of rules governing hardships and
unforeseen financial emergencies.........cccccvvvvveeeeiieeenineens DOE [17] [17] [17] [17] [17] [17] [17] [17] [17] [17] [17]
Total of Improvements in Portability and
DiStribULION RUIES ..o e e et e et e -19 -66 =77 -84 -82 -81 -81 -81 -79 =77 -327 -726
XI. Administrative Provisions
1. Employee plan compliance resolution system...................... (50 = e Negligible Revenue Effect - - - - - - - === - oo - e m e
2. Notice and consent period regarding distributions............... yba 12/31/05 - - - e Negligible Revenue Effect - - - - - - - - - - - cmm e oo
3. Pension plan reporting pybo/a 1/1/06 &
SIMPHfICALION. ....ciiieeiie e (510 i No Revenue Effect = - - == - == cmm o e e e
4. Voluntary early retirement incentive and
employment retention plans maintained by local
educational agencies and other entities...........c.cccceevvveeennns generally DOE [14] -1 -1 -4 -9 -13 -15 -13 -11 -9 -14 -74
5. No reduction in unemployment compensation as a
result of pension rolloVers...........cccovvveiiiiiiiiiiceeee e wbo/a DOE =~ --------mmimia oo Estimate to be Provided by the Congressional Budget Office - - - - - ------------------
6. Withholding on distributions from governmental
SECHON 457 PIANS......eiiiiiiieiic e [16] -1 [17] [17] [17] [17] [17] [17] [17] [17] [17] [14] [14]
7. Treatment of defined benefit plan as governmental
PIAN. ...ceceeeeeeeceeee e ybbo/a DOE [14] [14] [14] [14] [14] -1 -1 -1 -1 -1 -2 -5
8. Increase participation in cash or deferred plans generally
through automatic contribution arrangements...................... pyba 12/31/05 -19 -250 -328 -397 -452 -500 -539 -574 -610 -647 -1,446 -4,316
9. Treatment of investment of assets by plan where generally
participant fails to exercise investment election pyba 12/31/05 @ -----mm e oo Negligible Revenue Effect - - - == - - === - - o - o e m e
10. Clarification of fiduciary rules...........cccocveviieeiiiiieniiee e (510 = e Negligible Revenue Effect - - - == - - === - oo oo i m oo
Total of AdMINISTrative ProVISIONS ..ottt e e e e e e ee e -20 -251 -329 -401 -461 -514 -555 -588 -622 -657 -1,462 -4,395
XIl. United States Tax Court Modernization [18] ..............ccccuuees generally DOE [14] [14] [14] [14] [14] [14] [14] [14] [14] [14] [14] -1
XIll. Other Provisions
A. Administrative Provisions
1. Provisions relating to plan amendments.............cccocovevnneenne DOE = --eeemeeimeimaa oo Estimate Included in the Provisions to Which the Change Relates ---------------------
2. Authority to the Secretary of Labor, Secretary of
the Treasury, and the Pension Benefit Guaranty
Corporation to postpone certain deadlines............ccccceuee.. DOE s m e Negligible Revenue Effect - - - == = = == = = ccm e e m e
B. Governmental Pension Plan Equalization
1. Definition of governmental plan..........cccccovvveeniiieiniieenineene ybbo/a DOE [14] [14] [14] [14] [14] [14] [14] [14] [14] [14] [14] [14]
2. Extension to all governmental plans of current
moratorium on application of certain nondiscrimination
rules applicable to State and local plans.............ccocceeenneen. ybbo/a DOE [14] [14] [14] [14] [14] [14] [14] [14] [14] [14] [14] -1
3. Clarification that Tribal governments are subject to
the same defined benefit plan rules and
regulations applied to State and other local
governments, their police and firefighters...........cccccccovveene ybbo/a DOE =~ -------miimm e Estimate Included in Item XII.B.1. - - == - - == - - mc e e e
C. Miscellaneous Provisions
1. Transfer of excess funds from black lung disability
trusts to United Mine Workers of America
Combined Benefit FuNd...........coooeiiiiiiiiciic e tyba 12/31/02 2 [19] [19] [19] [19] [19] [19] [19] [19] [19] 2 2
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Provision Effective 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2006-10 2006-15
2. Treatment of death benefits from corporate-owned
life INSUFANCE......cciiiiiiiii e generally ciaDOE - -------mmmmi e Negligible Revenue Effect - - - == - - === - - o - o e m e
D. Other Related Pension Provisions
1. Use of excess pension assets for future retiree
health Benefits. ... Ta DOE -10 -42 -59 -24 -14 -1 15 20 50 50 -149 -15
2. Special rules for funding of collectively bargained
retiree health benefits...........ccccooiiiiii yba 12/31/04 [3] [3] [3] [3] [3] [3] [3] [3] 5 5 [3] 10
3. Allowance of reserve for medical benefits of plans
sponsored by bona fide associations.............cccevevveeiiieeennns tyea 12/31/05 -16 -27 -31 -35 -40 -45 -51 -58 -65 -74 -148 -442
4. Treatment of eligible combined defined benefit
plans and qualified cash or deferred arrangements............. pyba 12/31/08 -23 =72 -141 -202 -260 -324 -394 -95 -1,417
5. State and local governments eligible to maintain
section 401(K) PIaNS.......c.veiieiiiiiieie et pyba 12/31/05 -18 -65 -129 -210 -265 -306 -339 -368 -398 -428 -686 -2,526
6. EXCess CoNtribUtioNS.........cueviiiiiiiiiiieeiiec e yba 12/31/05 -3 -1 -2 -2 -1 -1 -1 -1 -1 -1 -9 -16
7. Amendments relating to prohibited transactions. taDOE =~ s-iiiiimem e Negligible Revenue Effect - - - - - - - - - - - eme e oo
8. Federal Task Force on Older Workers...........ccoccovvvieeenecnns DOE = cimemem e No Revenue Effect - - - - - - - - - - -
9. Technical corrections to Saver ACt..........ccccvevveeeieericenieennne. DOE = srmim e No Revenue Effect - = - === - - - - m e
Total of Other Provisions -45 -135 -221 -294 -392 -494 -578 -667 -733 -842 -1,085 -4,405
LN O 1 PP 633 3,101 2,191 -1,775 -3,038 -3,206 -3,015 -2,485 -2,267 -2,262 1,118 -12,118

Joint Committee on Taxation

NOTE: Details may not add to totals due to rounding. Date of enactment is assumed to be December 30, 2005.

Legend for "Effective" column:

(1
[2

(3]
4

5]
6]

[
8l

atosotoo/a = any transaction or series of transactions

occurring on or after
bpo/a = benefits payable on or after
cia = contracts issued after
DOE = date of enactment
dma = distributions made after
dmi = determinations made in
iada = investment advisors designated after

iafpbnet = interest accruing for periods beginning

not earlier than

fripp = final regulations implementing the provision
are prescribed

noitta = notice of intent to terminate after

noitto/a = notice of intent to terminate on or after

pfea = plans first effective after

pyba = plan years beginning after

pybo/a = plan years beginning on or after

pyea = plan years beginning after

ta = transaction after

Ta = transfers after

taoroaa = transfers and other reservations
of assets after

tmi = transfers made in

tyba = taxable years beginning after

tyea = taxable years ending after

voo/a = violations occurring on or after

wbo/a = weeks beginning on or after

yba = years beginning after

ybbo/a = years beginning before, on, or after

30da = 30 days after

lya = 1 year after

Estimate does not include any changes in direct spending associated with the effects of the provisions on the PBGC, including the effect on premiums paid to the PBGC. Estimates of any such
changes will be provided by the Congressional Budget Office.
The extension of the present-law interest rate is effective for plan years beginning after December 31, 2005, and before January 1, 2007. The modifications to the single-employer plan funding
rules are generally effective for plan years beginning after December 31, 2006.

Negligible revenue effect.

Provision relating to insolvent employers is effective for sales on or after January 1, 2006; provision relating to work that is contracted out is effective for work transferred on or after the date of
enactment; provision relating to plans in the building and construction trades is effective with respect to withdrawals on or after January 1, 2006.
The provision relating to the flat-rate premium is effective for plan years beginning after December 31, 2005; the provision relating to the variable rate premium is effective for plan years beginning
after December 31, 2006; the provision relating to premiums for certain terminated plans is effective for terminations on or after the date of enactment.

Estimate includes interaction effects with Item I.

Effective for benefits that become payable as a result of a plant shutdown or other covered event that occurs after July 26, 2005.
Effective with respect to Federal bankruptcy or similar proceedings which are initiated on or after the date that is 30 days after enactment.

[Footnotes for JCX-86-05 are continued on the following page]
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Footnotes for JCX-86-05 continued:

19
[10]

[11]
[12]
[13]

[14]
[15]
[16]
[17]
[18]

[19]

Effective for plan terminations with respect to which notices of intent to terminate are provided, or for which proceedings for termination are instituted by the PBGC after December 31, 2005.

The provisions relating to the age discrimination rules and minimum lump-sum distributions are effective for periods after July 31, 2005. The provision relating to conversions is generally effective
for plan amendments adopted and effective after July 31, 2005. The provisions relating to interest credits and vesting are generally effective for plan years beginning after December 31, 2006.
Provisions directs the Secretary to issue regulations not later than 12 months after the date of enactment.

The amendments to ERISA made by the provision are effective as if included in section 306 of the Sarbanes-Oxley Act of 2002.

Generally effective as if included in the amendments made by section 1526 of the Taxpayer Relief Act of 1997, except that the provision regarding trustee-to-trustee transfers is effective as if
included in the amendments made by section 647 of the Economic Growth and Tax Relief Reconciliation Act of 2001.

Loss of less than $500,000.

Estimate includes interaction effects with item X. 8.

Effective as if included in the Economic Growth and Tax Relief Reconciliation Act of 2001.

Gain of less than $500,000.

Only includes the estimated revenue effects associated with the provision relating to participation by Tax Court judges in the Thrift Savings Plan and does not include any outlay or revenue effects
associated with other items included in the provision. These remaining items will be estimated by the Congressional Budget Office.

No net budgetary effect.



