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INTROOUCfIOft 

Thh dOCUlllflnt peovides a 5Ullllll8l[1 descdptlon of the 
pro)lielon!: of R.R. 4280 (!\stlrOJllent Equity "ct" whic!! "'a:'l 
!')een refecred jointly to the Commltt'!fI on 'education ~n" r,,,bOr 
end th'! COIlllittee on Ways and Helllns. fI.R. 4280 is sche<1uled 
for -srkup consi~'!eatlon by the C.,..Jttee on Ways OJnd Means 
on Harch 21, 1984. The Committ'!e on Education and LOJbor has 
hsid markup on the bill, but has not YOJt fllOJ1 a rS90rt on 
the bll 1. 

The Senate has pOJssed peovisio ns aL.1tar 1n natuee to 
~.R. 4280, in R.R. 2169 4S alllended by the Senate on Nove~be r 
L8, 198]. ft.R. 2769 ag passed br the Rouse conta1ne~ the 
Caribbean 9asin Recov'!ry Act, th s Act was subsequentLy 
OJnacted 1n title II of R.R. 2971 (P.L. 98-61). The Senat'!! 
Co~LttOJe on Finance aman.ted R.R . 2169 with the provisions of 
5. 1918, 4nd reportsd A.R. 2169, as ~.nded, on OctOb'!r 29, 
1981 IS. Rap. ~o. 98--:-285). 

The Co~",lttse on Ways and Me4 ns hOJl.t hOJarlnqs on the 
8ubject of eetlr@1llent equity?" Octoher :tS-26, U83. (See 
Joint COIIlIlttee staff pamphlet. ·Oescriptlon of Blils 
ReLatlnq to EconOlltlc equality in Various T.JX, Penslon, and 
ReLated Fedeeal Law.,· JCS-SO-9J, OctOb9r 21, 198)., 

Ill) 



Present Law 

~. Crediting Periods of 
Service 

1. Maxi.u. participation age. 
Maxi~~ age that plan generally 
can require e~ployee to attain 
before becoMing a participant 
i9 25. 

2. Mini.u. veeting age. Plan 
generally can disregard years 
of service prlor to age 22 for 
vesting purposes. 

3. Oreak in service rules. 
Par non vested participants, 
prior years of service May be 
disregarded for participation 
and vesting purposes if conse­
cutive yesrs of break in ser­

. vice equal or exceed prior 
years of service ("the Rule of 
Parity·) • 

Under certain plans, rears 
of serv i ce after a break n 
se rvice need not be counted for 
determining vested percent 1n 
pre-break account balance. 

4. Maternity/Paternity leave. 
Participants on paid maternIty/ 
paternity leave may be entitled 
to credit for up to 501 hours 
under the normal break in ger­
vice ruies. Credit of -are 
than 500 hours of service In a 
period prevents a break in 
service. 

a.H. 4:.!ItO 

1. Maxi.um participation age 
lowered to 21. Defined benefit 

I pians naay retain age 25, pro­
vided retroactive credit Is 
given for all service after age 
2l for benefit accrual 
purposes. 

2. Age at which service Must 
be counted for vestlng purposes 
lowered to 18 . 

J. Under the Rule of Parity, 
prior years of service may not 
be disregarded until partici­
pant has at least 5 consecutive 
years of break in aervice. 
Post-break service Must count 
for vesting in pre-break 

. account balance unless partici­
pant has 5 consecutive years of 
break in service. 

4. No break In service occurs 
solely on account of absence 
due to pteqnancy, childbirth, 
Ot adoption in either (1) the 
year of bitth, etc •• or (2) the 
following year. Credit is 
required fot break in service 
purposes for the hours that 
would have been credited but 
for the absence or, if such 
hours are unknown. 8 hours per 
day of absence. 

proposed "oditic_atIoos .. 

1. Lower _aximuM participatIon 
age to 21, ptovide no optional 
rule for defined benefit plans. 

2. Ge nerally foliow provi s ions 
of II.R. 4280. 

J. Generally follow provisions 
of R.R. 4 280. 

4. Generally follow provisions 
of II.R. 4200. 

. -'""-"-" ..... ,-.. _ .... 
1 

1. ".R. 4280 adds significant 
complexity to the partici­
pation rules. Also deprives 
employees of certain plan 
information and possible plan 
death benefits. The pro­
posal is consistent with the 
provisions of H.R. 2769.-

-II.R. 2769 (the Retirement 
Equity Act o( 1983) was 
passed by unanimous consent 
in the Senate on NOvember 18. 
1983. 



PU.ent !!!!: 

B. Joint an~ Su~vi.or Annuity 
and Preretirellent 8uc.i.oc 
Benefite 

I. Plane cequlre~ to provide 
joint an~ survivoc annuity and 
preceticellent 8urvivoc 
benefltu. Only plans that pro­
vide a life annuity as the 
norllal forll of benefits MUat 
provide Joint and survivor 
annuity unless the participant 
decline8 it. ~ A8sociates, 
!.!!£.:. Y..!.. ~II' r. 

'-. Availability of survIvor 
benefIts. Certain plans lIust 
provide auto.atlc joint and 
survivor annuity at nOClial 
retice_ent age. If plan per­
.its early retirellent, survivor 
benefit coverage 19 elective 
for participants at later of 
'a) plan's early retireaent age 
or (b) 10 years before norllal 
retireMent age. 

A plan lIay provide that 
vested benefits are forfeited 
if participant dies before nor­
.al retire.ent ag8 (and has not 
elected early retireMent survi­
vor coverage). 

1. Spousal consent. Partici­
pant need not secure spou8e's 
consent to decline a joint and 
survivor annuity (except as lIay 
b~ required by CO~MUnlty pro­
perty law). 

8.R. 4280 

1. All pension plana !lUst 
offer a life annuity option. 

AU plans offering a life 
annuity (whether norllal or 
optIonal forll of benefits) _ust 
provide an autOllatJc joint a"nd 
survivor annuity Irever8es 
~I. E~ceptlon provided for 
stock bonus and profit-shaeing" 
plans that pay full vested 
benefit at death and no life 
annuity option at retireMent. 

2. Under covered plans, joint 
and survivor annuity coverage 
I. aut~atlc after participant 
co-p!etes 10 ye~rs of service 
without regard to whether par_ 
tiCipant's retlre.ent benefits 
beco~e nonforfeitable prior to 
that tiMe. 

3. Spousal consent Is required 
to declln~ the joint an~ 8urvi­
vor annul ty. 

Proposed Modifications 

1. All pians required to pro­
vide an auto.atic joint and 
survivor annuity and 
preretirement survivor 
annuity. An exception is 
provided for any defined 
contribution plan that (1) 
pays the fuil account balanc e 
to the surviving spouse at the 
participant's death (2) does 
not offer an annuity as a form 
of benefits. 

2. Onder covered plana, la) 
joInt and survivor annuity cov ­
erage Is auta.atic at the 
annuity starting date and Ib) 
preretireMent survivor annuity 
is automatic when participant 
haa any veated beneflta under 
the plan. 

3. Generally follow provIsions 
of !I.R. 4280, require spousal 
consent to decline joint and 
survivor annuity or preretlre­
~ent survivor annuity. 

2 
COIUItents 

1. Propos ed..adi fic~tlnn pro­
vides !lOre f!<)ultahle treatment 
of plan particlp~nt8 ~y provi­
dIng an auta.atlc survivor 
benef.Lt with respect to any 
vested benefit s with no _tnl~. 
servIce requireMent. 



Preoent ~ 

D. Joint and Survivor Annuity 
ond PreretireMent 8urvivor 
Benefit. cont. 

4. Notice and elect.lon proce­
dures. Participant ~ust be 
not 1 f.le(l of rIght to decline 
joint and survivor annuity. 
Notice MUst ~e 9lven withln a 
reasonable period before 
annuity startin9 date. 

Notice of electlye su[vivor 
~eneflt ~8t be given within a 
reasonable pe[i~ befo[e early 
retirement age . 

5. One-yea[ ~arrlage rule. 
plan may p[ovide that the su[­
vivoI' annuity is payabl~ only 
if the partlcip~nt is Married 
to the sa~e spouse for at least 
I year before (a) the annuity 
startin9 date and (~) death. 

6. Two-year nonaccldental 
death [ule. plan May provide 
that the Aurv ivor annuity is 
forfeited if participant (lies 
(due to nonaccidental causeS) 
within 2 years after an elec­
tion is made with respect to a 
joint and survivor annuity. 

!kfu. 4280 

4. Notice .ust be given to a 
participant within a reasonable 
period after the survivor be ne­
fit coverage beca.es autOMatlc. 
Notice and election are not 
required befO[e the annuity 
starting date if the employer 
fully subsidiZes the su rvivor 
benefit. 

s. plan.ay provide that par­
ticipant must be married (or at 
least 1 year before the earlier 
of (a) the annuity star tin'] 
date or (b) death. An excep­
tion i s provided for certain 
participants who marry within I 
year of the annuity start ing 
date. 

6. Repeals the 2 year nonacci­
dental death rule. 

Proposed Modifications 

4. Notice And electIon ~re 
required (a) in the case of a 
jolnt and survivor "mllllty. as 
provided uniler present law anol 
(b) in the cas e o[ a preretir~­
~ent nUryivor annuity, within a 
reasonable period before a par­
ticipant attains age J5. 

Notice and election sre not 
required if the e~ployer fully 
subsidizes the survivor 
benefits . 

~. Generally follOW provisions 
of H.R. 4280. 

6. Generally follow provisions 
of II.R. 4280. 

COIIUlllent" ) 

4. Propose.1 lIIOI"Ii(ic"tlon pro­
yiclea procedur~9 for the plan 
partiCipant and !J[X>lIse that 
guarantee th~t electLons will 
not be made prior t o the ti.e 
that the electlons are IIIOst 
relevant. 



Present Law 

c. Di8t~ibutiono of Benefits 
upon Diyorce 

1. pree.ption of State lav. 
ERISA preempts all State lawa 
that are inconsistent with its 
provisions. Soae courts have 
created an iMplied exception 
for State do.estic relations 
law. 

Assign-ent and alienation 
of benefits . The ERISA spend­
thrift provisions generally 
prohibit the .sslgn~ent of 
benefits. SONe courts have 
held that par-enta to e for-er 
spouse pursuant to a divorce. 
etc • • order do not violate the 
spendthrift rules. 

2. Qualified da-estlc rela­
tions order. No relevant pro­
vision under present law. 

3. Suspension of benefit pay­
.ents. No relevant provision 
under present law. Fiduciary 
standards .. y require plan 
ad.inistrator to suspend bene­
fits subject to dispute. 

4. Status of alternate payee. 
No relevant provision under 
present law. 

5. Tax treat~nt of divorce 
distributions. Present law Is 
unclear with respect to the tax 
tr eat~nt of be nefit s dIstri ­
buted upon divorce. 

B.R. 4280 

1. AMends ERISA preeMption 
provisions. ERISA preeNption 
and spendth~ift provisions do 
not apply to -qualified d~s­

. tic relations orders.-

2. Deflne8 qualified da.estic 
relations order. Provides pro­
cedures and ti.e for plan 
ad.inistrator deterMinations of 
whether order Is qualified. 

J. PerMits suspension of all 
benefits in dispute for J years 
to enable plan a~lnlstrator to 
iocate forMer spouse and cure 
defects in order. After expl­

· ration of J y.ar period. pay­
.ents to for.er spouse are 
prospective only. 

4. ParMer spouse treated as 
benefIciary only for purposes 
of obtaining plan dOCUMents. 

S. Per.ita any forMer spousa 
to use IO-year forward Inco.e 
averaging for lU8p SUM distri­
butions. 

P(oposgd Modifications 

1. Provides an exception to 
the spendthrift provisIons for 
-qualified do~estic relations 
orders.-

2. 
of 

aenerally 
R.R. 4180. 

follow provisions 

J. Generally follow provi s ions 
of II . R. 4280, except U_lt 8'HI­
pension of be nefit period to 24 
Months . 

4 . Treat ~ur.er spoUSe as a 
beneficiary for all purposes 
under the plan. 

S. Deny IO-year forward inco.e 
averaging on lump au~ distribu­
tions to for.er spoUSe. Any 
lUMp au. distribution would be 
eligible fo r rollove r to an 
1M. 

_Ca-.e.ntL • 

1. Proposal only ~~llfi p.s 
spenrlthrlft provi s ions hec ~use 
Code ~oes not contain p.n(5 ~ 
pree.ption prQvi s io ns. Co •• lt­
tee Report could c larify 
Ca.Mittee Inte nt that qu~ll~led 
do.estic relations ordern ~re 
th e only or~erB eligible for 
the exception t o thp. ftnA lgnment 
prohihltlon. 

1. J-Year su spension cO'lid 
c [eate excess ive ha[~shlp for· 
plan partlclpant . Plan a<'l .. ln­
l a tra to r sholll" I)f! a"'l.e to 
resolve 13511 e .9 within 2 ~ 
Months. 

4. Proposal ge ne rally follows 
proviSions of ILR . 2769 . 

5. Per~itting 10-year av e rag ­
ing to the for.er spouse would 
require inordinately complex 
allocation rule changes to the 
iump su. distribution rules. 
tn additi on, denying suc h 
treat.ent encourages for~er 
spouses to rollover amounts to 
IRAs and, therefore, save for 
retire.ent. 



Present Law 

O. Involuntary Cash-outs 

If present va lue of bene­
fits of a particIpant who sep­
arates fr~ eNplOyMent do not 
exceed $1.750, plan can cash 
out the benefits without the 
participant's consent. No 
credit for prior service is 
r equi'red if participant later 
returns and does not repay the 
amount previously cashed out. 

Payments to surviving 
spouse or for~er spouse of par­
ticipant .ay be .ade without 
the consent of the surviving 
spouse or former spouse. 

E. Cutback in Accrued Benefits 

Present law prohibits plan 
amendments that reduce pre­
viously accrued benefits. Rev. 
Rul. 79-90 requires plan to 
specify interest rate assump­
tions used to value benefits. 
Rev. Rul. 81-12 prohibits plan 
aMendments that eliMinate bene­
fit options for previously 
accrued benefits. 

D.R. 4280 

Raises involuntary cash-out 
liMit to $3.500. Plan MUst use 
interest rate assumption to 
value benefit that is no 
greater than the paGC rate for 
valuing immediate annuities. 

Payments to a surviving 
spouse may not be cashed out 
involuntarily unless present 
value is less than $3,500. 
Plan required to ~ake payments 
to an IRA or another qualified 
pension plan unles8 aurviving 
spouse fails to designate such 
a plan within 60 days of notice 
of payment. 

No provision. 

Proposed Nodlfipatlons 

GeneraLly follow provisions 
o f n.R. 4280. Plan not re­
quired to ~ake par-ent t o an 
IRA or qualified pension plan. 
Surviving Spouse or for~er 
spouse entitled to rollover 
any lump su. payme nts into an 
IRA or another qualified pen­
sion plan. 

Coo1Hy nev. RuIn. 19-90 and 
61 -12 . 

S09l~.!!l.!.... 5 

Mandatory rollove r rule 
iMposes alqnificant administra­
tive burdens on pian. Survi­
ving spouse or former spouse 
has right to mak e the rollover 
individually. 

CodlHcatlon of; the revenue 
ru1inq8 w{ 11 pr;otect employee 
t)eneflts l!iqainst 'lOautllod :te.' 
retco~ctlve ~nellt (eductlon~. 



B.R. 4iao 

P. Effeeti •• Datas 

1. General rule. Effective 
date for new plans is the date 
of enact.ent. Effective date 
fat existing plans Is plan 
yeara beginning after DeceMbe r 
31, 1984 . In the ·case of a 
collectively bargained plan. 
proviSions are effective for 
plan years beginning on or 
after the earlier of la' the 
expiration of the last collec­
tive bargaining agreeaent or 
Ib) January I , 1987. 

plan need not be aMended to 
.eet the require8ents of the 
bill until the earlier of (a' 
the date the plan is first 
otherwise a.ended or (b) the 
first plan year beginning after 
Dece~be r ]1. 1986. provided the 
plan is admin istered in a 
.anner that satisfies the re­
quireMents of the bill. 

2. Credlting periods of 
8.r.lce. No relevant 
provision. 

propoeed MOdificatlon. 

1. Generally follOW provisione 
of R.R. 4280. but provide no 
special effective date for new 
plans . Do not follow provision 
of R.R. 4280 that perMita an 
eMployer to defer aMending the 
plan. except a8 provided in 2., 
below. 

2 . Plan need not be a.ended to 
include the aatetnity/Paternity 
leave provisions until the plan 
is firat otherwise a.ended 
after the effective date, as 
long ae the plan provides the 
required aaternity/paternity 
leave credit. 

CQlllMtnts 
, 



• 
H.R. 4280 

~. ~f(ect lve oates. cont. 

J. Joint and surv ivor annuity 
and preretlre.ent survivor 
benefits. 8. Provisions gen­
erally effective as provided in 
1 ~ above. 

b. In the case of partici­
pants who die between the date 
of enact~ent and the effective 
date, a joint and survivor 
annuity must be provided if the 
particLpant Ii) had attained 
agE! 45 an'd cOtIpleted LO yesrs 
of service , (il) had a nonfor­
feitable right to benefits, and 
(111) had not begun receiving 
beneHts. 

c. In the case of partici­
pants who had separated f[o~ 
service before the effective 
date after completing at least 
10 years of service, the plan 
administrator must not Ify the 
participant of the right to 
elect to receive joint and sUr­
vivor benefHa. 

Proposed Kodlflca~ion9 

J. a. G@nerally follow provi­
sions of ".R. 4280, as provided 
in 1., above. Require joint 
and survivor annuity and prere­
tirement survivor benefits to 
be provided in the case of any 
participant who (i) ~eets the 
r equirements for such benefits 
and (il) completes an hour of 
service after the date of 
enactment . Require spousal 
consent with respect to any 
election received after the 
date of enactment. 

b. Provide automatic pre­
retirement survivor benefits 
to the surviving spouse of any 
participant who (i) performs an 
hour of service after the date 
of enact~ent and (ii) dies 
before the effective date. 

c. Provide no special 
transition rule for partici­
pants who separate from service 
before the date of enact~ent. 

~cnl;JL 

J. Effectlv@ date of joint and 
survivor and preretirement sur­
vivor benefits generally is 
lIIore liberal than n.R. 4280. 
No special transition rule is 
provided for participants who 
have separated frOd service 
because such a rule would 
i~pose substantial admInistra­
tive burdens on the plan 
ad~lnlstrator. 

1 
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G. E9l'lW\Tm RIMHJB EIFECllJ OF TAX PlOII9ICNJ OP n.R. 4280. ~TING 
PJOllOOED KDIFICATI0N3, Fiscal Yearn, 198 .... 89 

(Millions of Dollars] 

PCOo'islon 1985 1986 1987 1988 19iJr 

•• Crediting Periods of Service 

1. Lower uxilul participation age In pension 
piare to 21 yeacs -34 -5' -15 -82 -85 

2. Years of &enice after a:Je 18 oountecJ 
foe vesting under pension plana III III III (11 (1) 

J. Rule of pal"lty IIWUed only if break 
in service exceeds 5 years 121 (21 (21 (21 (21 

4. Maternity IX paternity leave rot 
treated as break in service (ll (l, (3) (3) (3) 

8. Joint ard su[vivoc annuity an:) pt"eretirenent 
survivor benefits (., (4) (., (4, (4) 

C. Dls trlbutLons of benefits upon dlvocce (3) (3) (l, (3) (3) 

D. Involuntary cash-oJt8 (5) (5) (5) (5) (5) 

B. Cutback in eocrued benefLts 

~ lD6s of less than $10 IdUiorl. 
~ Negli9ible loes. ¥t Loss of less than $5 fIIllllon. t caIn of lell5 thlllO $5 ..... 111on. 
/ Negligible galn . 

• 
, 


