STATEMENT CONCERNING COMMITTEE PRINT ON H. R, 2 °

The attached summary of differences between the House

version and Senate version of H, R, 2 was prepared by the
staffs of the various committees involved for the use of the
Conferees, Of the suggestio s which the Conferees have gone
over, the agreements of the Conferees differ in significant
respects from the staff suggestions, and it is undoubtedly true
that subsequent decisions of the Conferees will depart signi-
ficantly from the staff suggcutions, For that reason the staff
suggestions should not be taken as indicative of the conclusions
which might be reached by the Conferees.

Russell B, Long, Senate Finance Committee
Harrison A, Williams, Jr., Senate Labor and
Public Welfare Committee
Carl D. Perkins, House Education and Labor
Committee
Al Ullman, House Ways and Means Committee
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PARTICIPATION AND COVERAGE .

Page nunmderst
1. Pluns Subject to the Provisions
Iouse bill—
(1) Under title I the new participation and cover- 73
age rules are to be administered by the Sccretary of  (166)
Labor. The participation and coverage rules of title I
are to apply to plans established or maintained by
employers or employee organizations engaged in or
affecting interstate commerce.
(2) Under title 1T, the new participation and cover- 163
age rules are to bo administered by the Secretary of  (A-2)
the Treasury. ‘The parti¢ipation and coverage rules of
title IT are to apply to qualified pension, profit-shar-
ing, and stock bonus plans, L
enate amendment—The new participation and 365, 388, 419
coverage rules are to be administered only by the (167, 170,
Secretary of the Treasury and are to apply to qualified  A-2)
pension, profit-sharing, and stock bonus plans. In ad-
dition, the Senate amendment generally prohibits a
person engaged in a business that affects interstate
commerce from having a nonqualified plan.
Staff comment—This is a jurisdictional matter dis-
cussed below.

2. Exceptions to Coverage

ITouse bill—Title T of the House bill exempts the 17,18, %74
following plans from the new participation and cover- (36,41, 168)
ago rules:

(1) governmental plans, including Railroad Retire-
ment Act plans;

(2) church plans which do not elect coverage (see
below, 8. Kxemption for Church Plans);

(3) non-U.S. plans primarily for aliens;

(4) unfunded plans maintained by the employer
primarily to provide deferred compensation for select
management or highly-compensated employces;

(5#) union plans which have not provided for em-
ployer contributions after the date of enactment;

(6) supplementary plans; and

(7) plans established by fraternal societies or other
organizations deseribed in section 501(c) (8) or (9) of
the Internal Revenue Code.

t“Page numbers" outslde parentheses are the numbers of the relevant pages in the print
of H.R. 2 dated March 4, 1974. The first 353 pages, in llnety‘m. represent the bill as
assed h{ the House of Representatives; the remalning pages, In ftalle type, constitute
he Renate amendment.
“Page numbers' {nslde parentheses are the numbers of the relevant pages in the
comparative prints prepared by the staffs.
(1)



Page numbers

169,216

(A10,A-18)

398, 419

Title 11 of the Ilouse bill exempts the following
plans from the new |l>articipution and coverage rules:

(1) government plans, including Railroad Retire-
ment Act plahs (however, in order to remain qual-
;licd), such plans must meet requirements of present

aw);

(2) church plans which do not elect coverage (how-
ever, in order to remain (]uuliﬁcd, such plans must meet
requirements of present law), seo below, 8, Exemption
for Church Plans;

(3) non-U.S. plans primarily for aliens are excluded
only if they are nonqualified plans (see below, 10. £1i-
gibility—Non-resident A Iicnaz ;

(4) unfunded plans generally are excluded because
they are nonqualified plans;

(3) no corrcsrondiug provision (plan excluded if
it is nonqualified) ;

(6) no corresponding provision (plan excluded if
it is nonqualified) ; and

(7) no corres*mnding provision (plan excluded if
it is nonqualified).

Senate amendment.—Tho Senate amendment. deals
with the categories of plan exclusions from the new
participation and coverage rules as follows:

(1) nonqualified governmental plans are to be
excluded

2) nonqualified church plans are to be excluded;

z.‘)) nonqualified non-U.S. plans primarily for al-
iens are excluded if the plans' funds are maintained
outside the United Statcs;

(4) exclusion for nonqualified plans which either
require benefits to be paid in full within 5 years after
the benefits accrue or which provide benefits only for
corporate officers or for persons who own at least 3 per-
cent of the stock of the corporate employer;

() no corresponding provisions;

(6) no corrcs[)ouding provision ; and )

(7) nonqualified plans of section 501 (c? (8) or (9)
organizations are to be excluded, but only if no em-
ployer contributions, :

Staff comment.—

(1) The conferees may wish to adopt the rules of
title 11 of the House bill with respect to governmental
plans. The conferecs may also wish to adopt the rules
of title I of the House bill with respect to the railroad
retirement plans.

(2) The, conferees may wish to adopt the rules in
title IT of tho House bill with respect to church plans
(see below, 3. Exemption for Church Plans).

(3) The conferees mey wish to adopt the rule of title
I of the House bill excluding non-U.S. plans for aliens,
but additionally require that to be excluded substan-
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tinlly all of tho \mrt icipants and beneficinries of u plan
must bo nonvesident nliens.

(4) The conferces may wish to adopt the rules of
titlo 1 of the House ..ill.

(3) 'The conferces may wish to adopt the rules of
title I of the Houso bill,

(6) The conferees may wish to exclude unfunded
plans which provide benefits in excess of the limita-
tions on contributions and benefits which ma
adopted in the Internal Revenue Code, and which are
plans for the highly-paid.

(7) 'The conferees may wish to adopt the rule of the
Senate amendment; in addition; the conferees may
wish to provide an exclusion for plans es*ablished and
maintained by an organization deseribed in section 501
(¢) (18) of the Internal Revenue Code.

(8) The conferees may swish to consider clarifying
that title I does not apply to employer or union spon-
sored individual retivement accounts, or to section 403
(b) plans.

J. Exemption for Church Plans

House bill—Title I and title IT both contain points

(1) tli(l'o)ugh (4) listed below. Title II also contains
oint (h).

! (1) Anexemption is provided for church plans from
the new participation and coverage standards.

(2) The above exemption does not apply to a plan
primarily for employces of unrelated trades or busi-
nesses or to a mnltiemployer plan if one or more of the
employers is not a chureh,

(3) However, if on January 1, 1974, a church main-
tained a plan that covered employees of tax-exempt
agencies of the church, then the employees of that
agency are to be treated as employees of the church (in
cffect, the agencies are to be treated as }mrt of the
cll;urcl)), under the multiemployer rule of point (2)
above),

(4) A church plan may elect irrevocably to come
under the new standards,

(3) Title 11 provides that a chureh plan which wunts
qualifieation must continue to meet the participation
standards of present law.

Senate amendment—The Senate amendment ex-
empts church plans from the participation and cover-
age standards, only if the plans are not tax-qualified.
Staff comment.—The conferees may wish to adopt
the Iouse bill's rules on all five points listed above,
4. General Rule ‘

House bill—Title T and title IT rules are the same.

(1) Plans may not (because of age or service) ex-
clude any employee who (a) has attained age 26 and
hus completed one year of service or (b) has completed

Page numbers

74,170
(168, A-10)
17,216

(37, A-T8)
18,217

(37, \-79)

75,170
(169,.A-11)
170

(A-10)
365,419
(170, 168)

75,163
( 170, A“2)



Page numbders

365
(170, A-2)

76, 164
(171, A-3)

94, 164
(211, A—4)

o ———
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3 years of service (even though the employee is not yet
ago25).

(2) Howover, any plan may require 3 years of serv-
ice of all employees before participation, if it pro-
vides full vesting immediately on participation.

Senate amendment.—Plans may not (because of
age or service) ezclude any employee who has
attained age 30 and completed one year of service. (A
5§'ear “lookback” rule 1s also provided; see VEST-
ING, item 4, below.)

Staff comment —

(1) The conferees may wish to consider agreeing
to the House rule of age 25* and one year of servico
((1)(a)), but deleting the requirement that no em-
ployee with three years of service could be excluded
from the plan ((1)(b)). (In licu of this second rule,
a 3-year lookback to age 22 could be provided for pur-
poses of the vesting schedule, as discussed below.)

(2) Any plan which provides full immediate vest-
ing for all participants (similar to the House bill)
could bo permitted to adopt a 3-year service require-
ment.

5. Mazimum Age Requirement

Iouse bill—Title T and title IT rules are the same,

(1) The exclusion of employees, because they are
too old, is forbidden unless (a) a plan is a detined
benefit plan and (b) the employee 18 within § years
before normal retirement age when he begins em-
ployment.

Senate amendment.—The amendment does not pro-
vide any authority to exclude older employees, as such,
under the plan.

Btaff comment—The conferees may wish to adopt
the Hoiise bill’s rules.

6. Year of Service Defined (Generally Relates Also to
Vesting)

House bill—Title I and title I rules are the same.

(1) The definition of year of service generally is
left to regulations.

(2) However, no employee with more than 17 months
of continuous service may be excluded from the plan
on account of service,and

53) the averago employee (assuming hypotheti-
cally that employces are hived at the same rate each
day throughout the year) could not be excluded from
the plan for more than 12 months on account of
service. v

(4) The regulations are to take account of special
industries whose work schedules are measured in
hours, days, weeks, or months.

*There was not full staf agreement on this polnt,



Senate amendment.—An employes is considored ¢o
have performed a year of service if he was employed
for more than 5 months during the year, for at least
80 hours each calendar month.

Staff comment.—The conferces may wish to pro-
vide the following rules in thigarea:

.(n) Participation and coverage—Any individual
who is employed on or after the anniversary date of his
hire, and works for 1,000 hours during this initial 12-
month period cannot be excluded from the plan on
account of age or service after the earlier of (i) the
first day of the next plan year following the anni-
versary date of his liive (if he is still employed on such
date), or (ii) 6 months from the anniversary date of
his hire (if he is still employed on such date). If he
fails to work 1,000 hours in the initial 12-month pe-
riod, he starts over toward meeting his 1,000 hour
requirement in the next 12-month period.

(b) Vesting schedule.—A plan participant is to
move up one year on the statitory minimum vesting
schedules at the end of each year &nlendar year, plan
year, or other 12-consecutive-month period as desig-
nated by the plan, subject to regulations) during
which the pnrtici!mnt has completed at least 1,000
hours of service (“hours of service” to be defined in
regulations, to take account of special industries, such
as the maritime industry).

(c) Breaks in service—A one-year break in servico
occurs in any year where the employee has less than
500 hours of service.

() Benefit acerual —

(i) In general, the plan may use any definition of
the term “year of service” for purposes of benefit ac-
crual which the plan applies on a reasonable and con-
sistent basis,

(ii) However, the plan must accrue benefits for less
than full time service on at least a pro rata basis,

(iii) A plan is not required to accrue any benefit for
a participant who works less than 1,000 hours during
the year.

7. Coverage of Seasonal and Puart-time Employees
Iouse bill—Title T and title IT rules are the same.
(1) Tf n seasonnl employee’s customary employment

is at least 5 months, his normal season is to be treated

asa year. :

(2) The definition of a part-time employee, who may
be excluded from the plan, is left to regulations.

Senate amendment.—A plan may exclude an em-
ployee whose customary employment is for not more
than 80 howrs in any one month, or not more than §
months in any one year.

33-004—T74—-2

Page numdery
366
(211, A-4)

95, 165, 168
(211, A4,
A-8)

367
(212,A-8)
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95, 166
(212, A-6)

371,374
(176, 180,
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Staff comment.—The stafl comment on this issue
appearsabove in item 6,

S. Ih"mll.;x in Service (Generally Relates Also to Vest-
ing : )

Iouse bill—Title T and title I rules nre the same.

(1) 1f an employes has & one-ydar break in service,
the plan may require a one-year reentry period before
his pre-break and post-break service are aggregated
under the plan.

(2) Subject to this one-year waiting period, all
pre-break service of any employee who 1s at least
o0 percent vested must bo taken into account in
determining the eh‘i[l)lo_\'ee's right to participation and
vesting and acerued benefit,

(3) Generally (also subject. to the one-year waiting
period) all service of an employee who has at least 4
years of consecutive service must also bo tiken into
account, ,

(4) However, point (3) may bo disregarded where
such an employea (who is not at least 50 percent
vested) has a break in service of at least 6 years,

Senate amendment.—

(1) Generally pre-break and }mst-br(;ak service
are to be aggregated for Klu‘posvs of participation and
vesting and acerued benefit.

(2) However, a plan could require 3 years of con-
secutivo service for attaining the first step (the 23-
pereent step) on the vesting schedule.

(8) Alsoit isintended (Finance Committee Report,
E. 49) that after a 10-year break in service, the record-
eeping burden would shift to the employce.

laﬂg comment.—~The conferees may wish to con-
sider agreeing to the following rules.

(n) Point (1) of the House bill might be agreed to.
However, it could also be provided that once an em-
ployee had satisfied the one-year re-entry period, he
would receive a full “look-back” (for purposes of vest-
ing and accrued benefit) for this year of service.

(b) In the case of an individual account plan. if any
employee has a one-year break in service, his vesting
percentage in pre-break benefit accruals does not have
to he increased as a result of post-break sei vice.

(c) Subject to rules (a) and (b), once an employec
has achieved any percentage of vesting, then all of his
pre-break and post-break service must be aggregated
for all purposes.

(d) For all nonvested employces (and subject to
rules (az and (b)), a rule of parity would apply and
the employee would not lose eredits fu. » his pre-break
service until his period of absence equaled his years
of covered service.
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9. Eligibility—Collective-Bargaining Units, Air Pilots

ITouse bill—(1) 'Title 11 provides that employees
who are under a collective barguining agreement can
be excluded for purposes of the breadth-of-coverage
requirements, if the employees ave excluded from the
plan and there is evidence that retivement benefits have

n the subject of good-faith bargaining. (This ap-
plies to both corporate plans and 1L.R. 10 plans.)

(2) Also, title Il provides that air &lols represented
in accordance with the Railway Labor Act may bar-
gain separately for corporate tax-qualified employee
plan benefits, without regard to the breadth-of-cover-
age requirements. o

Senate amendment.—Very similar, except that—

- (1) the amendment requires that there is evidence
that retivement henefits were the subject of good-faith
Imrlgnining at the most recent contract negotintions
anc

(2) there is no provision concerning air pilots.

Staff comment.— ’ o

(1) The conferees may wish to adopt the Ilouse
bill’s rules as to the breadth-of-coverage rules for col-
lective bargnining units, The conferees may wish to
make it clear that if a union group is excluded either
for (a) breadth-of-coverage purposes or (b) an anti-
discrimination purpose, then it must be excluded for
both sets of purposes.

(2) 'The conferces may wish to adopt the ITouse rule
as to air pilots, and also to consider stating an intention
to study whether such a rule should in the future be
applied to other unions, :
10. Eligibility—Nonvesident Aliens )

House bill.—Title 1T provides for the exclusion, for
purposes of the breadth-of-coverage requirements, of
employees who are nonresident aliens with no United
States income from the employer in question (even if
they have United States income from other sources).

Senate amendment.—Provides essentially the same
rule, except that the exclusion from the breadth-of-
coverage and the antidiserimination rules is not a)-
lowed for employces who have United States income
from other sources.

Sta{ comment.—The conferces may wish to adopt
the substance of the House bill’s rules as to nonresident
aliens, but_ulso exclude them for antidiserimination
purposes.

11. Predecessor Employers L

Iouse bill.—Under title I1, regulations are {o spe-
cify the extent to which'service with a predecessor of
the employer is to be counted for purposes of the eli-
gibility requirements.

Page numbery
168, 242
(-9, A-114)

367,418
(A-9, A-114)

169
(A-9)

368,416
(A-9)

215

(A-12)
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Pégo nambers
360
(A-73)

19,212,218
(42, A-68, A-
80)

441, 626
(A-88, A-80)
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Senate amendment.—Essentially the same.

Staff comment.—The conferees may wish to con-
sider providing in the statute that service with a pred-
ecessor of the employer must be counted if the suc-
cessor employer continies to maintain the plan of the
predecessor employer. In other circumstances, the reg-
ulations woultzﬂ)ecify the extent to which such service
would be counted. c

12. Multiemployer Plans

House bill.— -

(1) Under title II, in the case of a multiemployer
plan, service with any employer who was a member of
the plan is to be counted.

(2) Under title I and title IT the term “multi-
employer plan” means a plan maintained pursuant to
a collective bargaining agreement, to which more than
one employer is required to contribute, and to which
no one employer makes as much as 50 percent of the
contributions (with other factors to be preseribed in
regulations).

(3) Under title I and title II if & plan meets this
50-percent limit and qualifies as a multiemployer plan,
then the plan does not become disqualified on account
of excess contributions from one employer, until a year
for which one employer makes more than 75 percent of
the contributions.

Senate amendment.—

l; Essentially the sanic. _

2) Essentially the same, except that gu) for cer-
tain purposes under the amendment, a multiemployer
plan! is required to provide that plan benefits are
payable to each participant even though his employer
ceases to make contributions under the plan, and ib)
the amendment does not include specific authority to
ndd other requirements Ly regulations.

(3) The Senate amendment does not include the 75-
percent rule.

Staff comment.—

(1) 'The conferees may wish to consider agreeing to
the rules of the House bill, but adding the requirements
of the Senate amendment (point (2) (2)) that benefits
must be payable to a participant in a multiemployer

lan even though his employer ceases to make contri-
utions under the plan.

(2) The conferees may also wish to consider a state-
ment in the conference report, as guidelines for the
regulations, that a plan would not be a multiemployer
plan unless it is a collectively bargained plan‘to which
a substantial nuinber of unaffiliated employers are re-
quirad to contribute and which covers a substantial

1The definition of thi: term in the Senate amendment Is contained in the Insurance

provisions.
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portion of the industry in terms of employces or a sub-  Page numbers
stantinl number of employces in the industry in a
particular geographic area.

13. IL.R. 10 Plane

House bill—The provisions of present law, which 242
allow a 3-year service requirement for participation, (A-114)
and require 100 percent immediate vesting, would
continue to govern ILR. 10 plans.

Senate amendment.—The tule is the same.

Staff comment.—The conferees may wish to adopt
the langaage of the Iouse bill.

14. Affiliated Employers

Iouse bill— 215

(1) Title IT provides that in applying the breadth-  (A-73)
of-coverage and antidiscrimination rules (as well as
the vesting rules and the limitations on contributions
and benefits), employees of all corporations who are
members of a “controlled group of corporations”

(within the meaning of sec. 1563(a) of the Internal
Revenue Code of 1954) are to be treated as if they
were employees of the same corporation.

(2) A comparable rule is provided in the case of
partnerships and proprictorships which are under
common control (as determined under regulations).

Senate amendment.—Essentially the same, except 368, 606, 612
that the rule in the smendment to cover the case of (A-73)
])m'tnms]\ips and proprictorships applies only to the
imitations on contributions and benefits.

Staff comment.—The conferces may wish to adopt
the rules of the House bill.

15. Regulations
ITouse bill—Title T and II rules are the same. 16, 154, 2321
The bill provides that regulations of the Labor De- (35, 371(,
partment and the Treasury Department with respect  A-85)
to the participation, vesting, and funding requirements
of the bill (other than regulations to enforce the anti-
discrimination requiréments of section 401 (uz (4) of
the Internal Revenuo Code) are to be effective for plan
years beginning after December 31, 1975, only if ap-
proved by the Secretary of the cooperating depart-
ment (i.c., the Secretary of the Treasury or thé Sec-
refary of Labor, respectively).
Senc.te amendment.—The Senate amendment, by
not specifying otherwise, has the effect of providing
generally that the regulations with respect to this par-
ticipation, vesting, and funding requirements of the
bill are to bo prescribed by the Secretary of the-
Treasury.
Staff comment.—This is a jurisdictional matter dis-
cussed below.
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10, Effective dates

House bill—Title T and title T1 both contain points
(1) through (4) listed below. Title 1I also contdifis
points (b) and (8).

(1) The participation provisions generally are to
apply to plan years beginning after the date of ennct-
ment.,

(2) Delayed effective dates are to be provided for
plans in existence on January 1, 1974,

(3) 'The general effective date for existing plans
is to be plan years beginning after December 81, 1975
(unless a later date results from application of one of
tho rules discussed below).

(4) For collectively bargained plans, the provisions
are to take effect in plans years beginming after De-
cember 31, 1976, or, if later, the expiration of the col-
lective bavgnining agreement. in effect on January 1,
1974, ‘lmt no later than plan years beginning after
December 31, 1980).

(5) Titie 11 (bnt not title T) provides that, for
plans maintained by a tax-exempt labor organization,
the effective date is postponed to plan years begin-
ning after December 31, 1976, or, if later, the first
plan year following the date of the second convention
of the organization held after the date of enactment.
TTowever, all plans are to be subject to these provisions
not lnfer than plan years beginning after December 31,
1980,

(6) Title TT (but not title I) permits an existing
plan to elect to have the new participation provisions
(and the new vesting, funding, and form of benefit
provisions), apply to plan years beginning after the
date of enactnetii but hefore the otherwise applicablo
ceffectiva date.

Senate amendment —

(1) The Senate amendment is the same as the ITouse
bhill, as to items (1) and (3).

(2) The delayed effective datesare to apply to plang
inexistence on the date of enactment.

(4) For collectively bargnined plans, the provisionn
are to take effect in plan years beginning after Decem-
ber 81, 1974, or, if ﬁnter, the expiration of the collec-
tive bargaining agreement in effect on January 1, 1974,
(but not later than plan years beginning after Decem-
ber 31, 1980).

The Senate amendment does not include provisions
comparable to items (5) and (6), above.

Staff comment.—

(1) The conferees may wish to apply the provisions
genernlly to plan years heginning after the date of
enactment, with delayed effeetive dates for plans in
existence on the date of enactment.
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(2) Inthe case of a plan existing on the date of en-
wrtment, the provisions are to become effective for plun
years begimning after December 31, 1976,

(3) In the case of collectively bargained plans
exizting on the date of ennctment, some of the staff he-
liove that the effective date should be the same as that
for other plans (point (2)); others believe that the
1076 date might be postponed to plan years beginning
after the date of the expivation of the collective bar-
gaining agreement in effeet on Janunry 1, 1974, but
not later than until plan years beginning after De-
cember 31, 1979,

(4) If a zontract were to he opened for other than
limited purposes, then it would be treated as having
expired on the date that the newly negotinted provi-
sions take effect (if that date is before the date that the
contract wonld otherwise have expired).

(5) The conferees may wish in the ease of plans
maintained by tax exempt lbor organizations to
apply the new standards by December 31, 1979,

(6) The conferees may wish to agree to ITouse bill

item (6). VESTING

1. Plans Subject to the Provisions, Exceptions to
Corerage, fEremption for Chureh Plans
House bill—Same as under PARTICTPATION
AND COVERAGE, items 1, 2, and 3, above (except
that title 1T of the Ionse bill has a vesting provision
corvespondifigr to title 1, item 2, point (5)).
Nenate amendment.—Same as under PARTICIPA-
TION AND COVERAGE, items 1, 2, and 3, above.
Ntaff comment—The stalt comments appear in
PARTICIPATION AND COVERJMNGE, items 1, 2,
and 3, and under JURISDICTION below,

2. General Rule

House bill.—Title T and title IT rules are the same,

(1) Plans must provide full and immedinte vesting
in henefits derived from (-mlployoo contributinns.

(2) With respect to benefits derived from employer
contributions, plans must meet one of three minimum
standards: ..

(a) graded vesting, under which the participant
must be at least 25 percent vested after 5 years
of credited service, plus 5 percent a year for each
of the next & years of service, and 10 pereent a
year for each year of service therenfter, reaching
100 percent vesting after 15 years of serviee;

(b) fuilly vested after 10 years of service; or

(¢) a “rule of 45" under which an employee
with 5 or more years of covered service must ho
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at least 50 percent vested when the sum of his
age and years of covered service total 45, with 10
percent additional vesting for each year of service
thereafter. _ , »

Senate amendment—(1) Plans must provide full
and immediate vesting in benefits derived from em-
ployee contributions.

(2) With respect to benefits from employer contri-
butiona:

(=) the graded vesting standard is the snme ﬁcx-
cept that the plan could require that 3 of the first
5 years of service must be consceutive).

(b) The 10-year-100-percent vesting alternative
is available only for plans which use this stand-
ard on the date of enactment.

(¢) The “rule of 45” is not available as an
alternative,

Staff comment.—The conferees may vish to consider
agreeing to the rules of the Ilouse bill, except for the
“rule of 45.” Some would suggest having the rule of
45, as an additional option, while others would sug-
gest that two options are suflicient,*

3. T'ransition Rule

Ilouse bill—Title T and title IT rules are the same.

(1) For plans in effect on December 31, 1973, there
is a reduced vesting requirement during a transition
period. During the first year to which the bill’s vesting
standards nmﬁy, the plan is to provide at least 50 per-
cent of the vesting required under the applicable reg-
ular vesting schedule, This 50 percent level is increased
by 10 percent a year, so that the new rules wonld fully
apply in the sixth year after the effective date.

Senate amendment.—The Senate amendment con-
tains no corresponding provision.

Staff comment—The conferces may wish to consider
agreeing to the position of the Senate amendinent.

4. Service Credited for Vesting Purposes

House bill—Title 1 and title T rules are the same,
except that item (2) (¢) appears only in title 11,

(1) Generally, once an employee hecomes eligible to
participate in a pension plan, all his years of service
with an employer (including preparticipation service,
and service performed hefore the effective date of the
Act) are to be taken into account for pur‘mses of de-
termining his place on the vesting schedule.

(2) However, the plan may ignore

(a) periods for which the employee declined to
make mandatory contributions;

(b) periods for which the employer did not
maintain the plan;

$There wag not full staff agreement on this point, Some would sruggest that {f there are
to be only two optious, the rule of 45 is preferable ta 10 year 100-percent vesting.
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(c) servico before age 25 (under titlo IT, but
not undertitle 1) ;

(d) seasonal or part-time servico that is not
tal](en into account under the “year of service”
rules;

(e)’ service broken by periods of suspension of
employment to the extent allowed under the rules
on breaks in service (discussed above) under
PARTICIPATION, (item 8, above);

(f) service before January 1, 1969, unless the
employce has at least 5 years of service after De-
cember 31,1968,

Senate amendment.—
(1) Sameas IHHouse bill.
(2) (a) no corresponding provision;

b) same as Iouse bill;

¢) service moroe thin § years before participa-
tion may be ignored unless the employee made
contributions under the plan or t}m employor
made contributions on behalf of the ompllcyw;

(d) similar to House rule;

(e) similar to House rule;
(f) preenactment service, as such, may not. ho
ignored.

Staff comment.—

(1) The conferees may wish to consider agreeing
to the basic Iouse rule.

(2) 'The conferees may also wish to consider agree-
ing to the following rules:

(a% House rule permiting an exclusion where
mandatory contributions were not made;

(b) House rule permitting an exclusion for pe-
riods that the plan was not. maintained;

(c) modification of House title IT rule, to per-
mit an exclusion for service performed before
age 232;

(d) permitting exclusion of seasonal or Pm-b
time service not taken into account under “year
of service” rules;

(e) permitting exclusion of service hroken by
periods of suspension of employment, to the ex-
tent allowed under “breaks in service” rules; and

(f) modification of House rule, to permit ex-
clusion of service before January 1, 1971, unless
the employee has at least 3 years of service after
December 31, 1970,

4. Yearof Service Defined

Ilouse bill—Title 1 and title 1T vules are the same.

(1) For purposes of determhiiing an employee's
lace on the vesting schedule, the term “year of serv-
ice” has the same meaning it has under the piticipn-
tion 1'o(|liimnents. (See above, PARTICIPATION,
items G, 7,and 8.)

33-094—74—3
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(2) IFor purposes of determnining the employee's ac-
crued benefit, a plan may use any reasonable definition
of year of service that is consistently applied, so long
as the plan meets the antidiserimination requirements
of the law. -

Senate amendment.—*Year of serviee™ is to bo de-
fined under regulations ‘)mscribed by the Secretary
of Treasury (after consultation with the Department
of Labor) for years ending before Janunry 1, 1982,
Thereafter, “year of service” is to he defined as any
vear where the employee has more than § months of
service with at least 80 hours of work cach month,

Ntaff comment—The stafl comment on this issue
appears above under PARTICIPATION, item 6.

6. Benefits Aecrued in the Past

House bill—Generally, the vesting requirements
of the bill are to upply to all aceried benelits, includ-
ing those which acerued hefore the effective date of
the provision. (See, however, item 4 (point (2) (1)),
above, relating to pre-1969 service in the case of em-
ployees who subsequently left employment.)

Nenate amendment.—The vitle is the snme (except as
to the pre-1969 sorvice rale),

Staff comment—The conferces may wish to clarify
whether a plan should be required to acerne benefits
for service prior to the effective date, even thongh it
had no acerual formula for this period.

7. Predecessor I'mployers

House bill—Title I provides that serviee with the
predecessor of the employer can be counted for pur-
poses of the vesting schedule, to the extent provided
in regulations,

Nenate amendment—The rules ave essentinlly the
same,

Staff comment.—Seo PARTICIPATION, item 11,
8. Multiemployer Plans

House bill—Title 11 provides that in the case of n
qualificd multiemployer plan, the vesting requirements
of the bill are to le applied as if all employers who are
parties to the plan are a single employer.

Senate amendment.—The rules are essentinlly the
same,

Staff comment.—While the TTouse and Senate rules
aro essentially the same, the Toise vule may he pre-
ferred from n technical standpoint,

9. Permilted Forfeitures of Vested Rights

House bill —Title 1 and title 1T rules are the same,
except with respeet. to ités (2) and (3).

(1) Plans are permittéd to provide thint nonforfeit-
able benefits attributable fo employer contributions
nevertheless may he forfeited, but only in the event of
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the employee’s death (unless a “joint and survivor”
annuity is to be provided).

(2) An employeo’s rights to benefits derived from
employer contributions may not bo forfeited on ac-
count of tho employeo withdrawing his mandatory
contributions. ("Uitle 1 forbids forfeitures on account
of withdrawals whether or not the benefits have
vested ; title I1 forbids such forfeitures only if they
have vested.)

(3) A plan is permitted to suspend payment of
henelits while the participant has resumed working
for the employer, or in the same industry in the ease
of a multiemployer plan. (Under title 1, but not title
H, the multiemployer plan rude is limited to employ-
ment resumed hefore normal retirement age.)

(4) Vested rights may be “cashed out” n a lump-
sum distribution if the value of the nonforfeitable
henefit is less than $1,750, or if the employce consents.

(5) With the permission of the Secretary of Labor,
and in order to prevent termination of the plan or a
substantial curtailinent of benefits, a retroactive plan
amendment may provide for divestiture of otherwise
vested rights.

Seaate amend ment.—1Plans are permitted to provide
that all nonforfeéitible benefits attributable to em-
,nlo_\'(-rI('mill"ilmlinns nevertheless may be forfeited,
mt only—

(1) In the event of the employee’s death (unless a
joint and survivor annitity is to be provided) ; or

(2) If the employee withdraws any part of his own
mandatory contributions to the plan,

(1), (1. () No corresponding provisions,

Staff comment.—

(1) The House and Senate rules ave essentinlly the
same with respeet to forfeitires in the event of death.

(2) On the one hand, it may be argued that plans
must be permitted to penalize employees who with-
draw mundatory contrvibutions, for otherwise cm-
ployees would find it too casy to dissipate enrvently
what was intended {o be for théie retirement years, On
the other hand, it may be avgued that that is not a good
reason for permitting forfeiture of vested benelits,
hechnse emplovers who wish to prevent current dis-
sipation of retirement funds may do so by forbidding
withdrawal of employee contributions sinee those em-
plovee contributions, too, were orviginally committed
for retirement income purposes. One possible resolu-
tion might he to periiit forfeitures proportional to the
employee’s withdrawal (i.e., if the employee with-
draws hialf of the employee’s own contributions, then
there conld be a forfeiture of half of benefits attiih-
utable to the employer’s contributions). Another
alternative might be to forbiil forfeitires of vested
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benefits on account of withdrawals, but only as to bene-
lits that have become vested after the offective date of
this provision. (See also item 15 (point (2)) (Class
Year Plans), below.)

(3) With respect to suspension of benefits when em-
ployment is resumed, the conferces may wish to con-
sider allowing a single employer or a multiemployer

lan to suspend benelits where tho retived employeo
ns r«-smno& cmployment. with that employer (or, in
the case of a multiemployer plan, the retirce has re-
sumed employment in the industry) before age 63.
However, where employment is resumed after age 65,
the conferees may wish to consider forbidding a sus-
pension of benelits, oxco‘)t where the employee agrees
to the suspension, participates in the employer's plan,
and acerues additional benefits under the pfi\n.

(4) The conferees may wish to consider modifying
tho rule of tho House bill with respect to cashing out
vested vights, The involuntary eashing out. (i.e., with-
ot the employee’s consent) might be permitted under
regnlations, where the present value of the benefits
was so small thiit the plan should be permitted to avoid
the administrative costs involved in preserving tho
right to deferred benefits. ITowever, tlhe regulations
would not be permittéd to authorize involuntary cash-
ing out if the current value of the benefits exceeded
$1,750. Also, the conferces might wish to make clear
that such a provision should not be construed as an en-
dorsement. of the cashing out of retirement benefits.
Further, the conferees may wish to consider clarify-
ing in the legislative history that a labor union may
bargain for a lower maximumn cash-out provision
than that which might be permitted under the regu-
lations.

(5) The conferces may wish (o agree to the position
of the Senate amendment and not allow retroactive
deereases in vested rights,

10, Aeerued Benefit

House bill—Title T and title 1T riles are the same.

1) The term “acerued benefit” refers to pension or

retirement benefits and does not apply to certain an-
cillary benelits, such as medieal or life insurance,

62) In the caso of a retirement plan other than a
defined benefit plan, the acerued benefit is to be the
balance in the entployee’s plan account.

(3) T the case of a defined benefit plan, the acerued
benefit is (o be deterniined under the plan, subject to
certitin requirements, Normal retiveinent age is gen-
crally to bo the lec specified in the plan, but not later
than age 65, or the tenth anniversary of the time the
participant. commeiicéd partiéipation,
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(4; Enach defined benefit plan is to-be required to
satisfy one of the following two acerued benefit tests:
fn) the acerual rate for any year for each par-
ticipant is no more than 13314 porcent of that
rticipant’s acerunl rate for any other year,
10wever, greater accrual rates are permitted for
the first 10 years of participation ; this alternative
may he used only by plans which contintie to ac-
crue benefits during participation, at least until
carly retirement) ; or
(b) for any year each participant acerues not
less than 3 percent of the maximum benefit to
which he would be entitled if he commenced par-
ticipntion at the carliest possible entry ago under
the plan and served until age G (or the carlier
normal retivement date under the plan).

These rules are to be applied without regard to sub-
sidized early retivement benefits and without regard
to social security supplements.

(5) In the case of a defined benefit plan funded
through an insurance contract, the accrued henefit is
to bhe the annuity which might be purchased by the
cash surrender value of the policy.

(6) Notwithstanding the above rules, the Internul
Revenue Service is directed to take account of the rates
of aceruals, ns well as vesting schedules in determining
whether there is a prohibited diserimination.

Senate amendment.—(1) The term “acerued ben-
efit” refers to the pension or retirement benefits and
does not n‘)ply to certain ancillary benefits, such as
medical or life insurance,

(2) In the case of any retirement plan other than a
defined benefit pension plan, the employee’s accrued
benefit is the balance in his plan account.

(3) Inthe case of a defined benefit pension plan, the
mininiiim acerued benefit is to be a fraction of the
amount the employce would receive at normal retire-
ment age, under tfm plan as in effect at the time for
which the acerued hencfit is to be determined. Normal
retirement age is to be defined by regulations and
would gonmﬁly he that age between 53 and 63 at which
the vetirement benefit has the greatest actuarial value,

(4) For purposes of determining the acerued benefit,
the retivement benefit is to he computed as though the
cmployeo continued to earn the same rate of compen-
sation annually that he had earned during the years
which would hinve been taken into account under the
plan, had the employee retired on the date in question.
This amount is then to be multipliéd by a fraction, the
numerator of which is the employee's total years of
nctive participation’in the plan up to the date when
the computation is being made and the denominator
of which is the total number of years of active partiei-
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pation he would have had if ho continued his employ-
ment until normal rethrement age. For purposes of
this caleulation, ancillury benefits, such as medical in-
surance or life insurance, woitld not be considered, but
the value of the right to receive carly retivement bene-
fits or social security supplements would be taken into
account.

(5) In the case of a defined benefit pension plan
funded through an insurance contract, the acerued
benefit is to be the annuity which might be purchased
by the cash surrender value of the policy.

Staff comment.—The conferces may wish to consider
agreeing to a combination of the Ifouse bill and Sen-
ate amendment rules in thisarea.

(1) The House and Senate rules arc the same in
excluding ancillary benefits, such as medical or life
insurance from the definition' of accrued benefits.

(2) The House and Senate rules are the same in
:ho (l'nse of a retivement plan other than a defined bene-

it plan,

E:S) "The conferees may wish to consider ndopting the
House rule with respeet to the (loﬁnitiono} normal
retirement age.

4) The conferces may wish to require each plan to
satisfy any of the following three acerued benefit tests:

(a) the 13314 percent rule (with no prohibition
on front loadin 5,

(‘b) tho 3-percent rule on a cumulative basis
(which permits front loading) ; or

(c) thoe Senate rule, modilied to use the ITouse
definition of “normal retirement age,” and applied
only to the benefit payable at or after normal
retirement age (i.e., it would not take account. of
subsidized early vetirement and social sccurity
supplements).

(d) None of the above would requiire an aceroal
with respeet to the first year of participation. This
is provided by agreeing to a rule thit, for pur-
poses of benefit acerual, a plan could regqitive two
continuous years of service, with at least 1,000
hours of service in each of those years.*

(5) The House and Senate rules are essentially the
same with respect to a defined benefit plan funded
through an insurance contract.

(6) The conferees may wish to consider agreeing to
the House rule that the Internal Revenue Service must
take account of rates of accrual in applying the anti-
discrimination rules.

(7) The conferces may also wish to consider clari-
fying that an accrued benefit may not decrease on ac-
count of increasing age or service (except for Social
lSecul)'ity supplements or their approximate equiva-
ents).

*There was not full staff agreentent on this polnt,



19

11. Changes in Vesting Schedule

fTouse bill—'Title 1 and title I rules are the same.

(1) 1fu plan changes its vesting schedule, each per-
son who is a participant in the plan on the date the
amendment is adopted (or on the emendment’s effec-
tive ddte) must continue to vest in his acerued benefits
at no less than the rate at which he would have been
vesled under the pre-amendment vesting schedule,

(2) Also, the plan is to specify which of the statu-
tory minimum vesting schedules it is operating under.

Nenate amendment.—The Senate amendment con-
tains no comparable provision,

Staff comment.—

(1) 'The conferces may wish to consider agrecing to
a rule that if a plan amendiment changes the vesting
schedule, any participant with at least 5 years of serv-
ice ean clect to stay under thol“pr(famemimont vesting
schedule.* (1 he makes no election, he will come under
the new schedule, but in on event is this to result in a
forfeituire of already vested henefits.)

(2) The conferces may wish to consider agreeing to
the House rule that each plan is to specify which of
the statutory minimum vesting schedules it is operat-
ing under,

12. Alocation Between Employce and Employer Con-
tributions

House bill—Title I and title I rules are the same.

(1) In the ease of any plan other than a defined
Lenefit pension plan, the acerued benefit derived from
the employee’s contributions is the amount in his own
separate account. If employee and employer contribu-
tions were not ac«-mmtc(ll for separately, the employee-
contributéd portion of the totn acerued benefit would
e treated as the fraction of the total which is the ratio
of the employee’s contributions to total contributions
(after taking account of withdrawals).

(2) In the case of a defined henefit pension plan
which provides an annual benefit in the form of a
single life annuity commencing at normal retirement
age (without ancillary benefits), the acerued benefit
derived from mandatory employee contributions?
(which could never be in excess of his total accrued
benefit under the plan) would be treated as the total
amount of the employee’s “accumulated contributions”
multijilied by the conversion factor (see point (4)).

(3) Indetermining the employee’s accumulated con-
tributions, interest on the employce’s mmxdato?r con-
tributions is to be conipounded annually, initially at a
rate of & percent (beginning with the first plan year
subject to the vesting requirement imposed under the

*There was not full staff agreement on this polnt,
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retirement age, In addition, any interest accumulated
on the employeo's contributions in accordance with the
plan prior to the date when the vesting provisions of
the bill first np‘)lie‘d to that plan, is to be treated as
part of the employee’s accumulated contributions.

(4) The conversion factor (the value, at age 65, of
the right to receive $1 per year for life) and the rato
of interest on employce contributions arve to be ad-
justed prospectively under regulations from time to
time, as may be n&)pmprmtc.

(5) Whore a defined benefit plan provides a bene-
fit other than an annual benefit in'the form of a single
life annuity commencing at normal retirement age
(Swithout ancillary benefits), or if the employee’s man-

atory contributions are applied toward some other
form of benefit, the accrued benefit, or amount of ac-
crued benefit derived from employee contributions, is
to be tho actuarial equivalent of the single life annuity
(without ancillary benefits) as determmed under reg-
ulations.

Senate amendment.—The Senate rule is essentially
the same.

Staff comment.—The conferces may wish to con-
sider agreeing to the rules, as outlined above; and, in
addition, agreeing to provide, as to defined benefit
plans, that the accrued benefit derived from the em-
ployee’s contributions could never be less than the
value of his own contributions (without interest).

13. Discrimination

ITouse bill—Title I contains point (1) ; title IT con-
tains points (2) and (3).

(1) Title I provides that the vesting requirements of
title I are not to be construed to prohibit plan provi-
sions adopted pursuant to Treasury regulations to pre-
vent diserimination.

(2) Title IT provides that the Interna’ Revenue
Service is to require more rapid vesting than that re-
quit~d under the minimum schedules, if (a) there has
hieer a pattern of abuse under the plan (such as firing
of employces before their accrued benefits vest), or
(b) it appears that there have been, or are likely to
he, forfeitures or accruals of benefits under the plan
which have the effect of discriminating in favor of
ofticers, sharcholders, or highly-paid employees.

(3) Tiile II also contains a provision to make clear
that the vesting requirements under the bill are not in-
tended to operate to overturn rules which provide
that, in the event of plan termination, the benefits
under the plan arc not provided in a manner that dis-
criminates in favor of officers, sharcholders, or highly-
compensated eniployees.
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Senate amendment.— e
(1) The amtndment bpedifically provides thinb tom-
plidned #ith thé minimumtesting sthedules Hoés not
automatically ¢onstitute domplimice with the antidis-
eriminationrequiroments,” 7+ oL B el
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envly plan-termtinations: .- 't e o U d
Staff comment—The conferees may wish to considor
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preferred fortechnical reasons; -0 i ot
16, (lass Year Plans. %700 ) T
House bill—Title I apd:title IT pules are the same,
. (1) "The mininum vesting vequivemonts of the bill
are sptisfied in,the cass of a class year: plan if the plan
provides (far; 100, per¢ent. vesting of the benefitg de:
rived from the employer ‘contributions within. five
yers after the. end of the plan. year. for. which the
contributions were mndet, .o feiicee wl rong i
(2), No, forfeitires_of benefits gm-
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Senate amendment,—

§ 1) Same as the rule of the House bill.

2) Tho Senate amendment would permit forfeit-
wre of benefits attributable to employer contribu-
tions, on a class-year-by-cluss-year basis, if the em-
ployee withdraws his own mandatory contributions.

Ntaff comment.—
(1) The rules are the same with respect to point

(2) The conferces may wish to consider conform-
ing their decision on this point, with the decision they
reach on item 9, 1l))(())int (2) (Permitted Forfeitures of
Vested Rights), above.

16 Becordkeeping Kequirements

House bill.—Title 1 and title II rules are essentially
t!u; slulme, except that point (3) is contained only in
title 11,

(1) 'The employer is to be required to keep records
of each employee's years of service and percentage of
vesting, together with any additional information re-
quired by regulations in order to determine the em-
ployee's henefits,

(2) In the case of a multiemployer plan, the em-
ployer is to furnish the required information to the
plan administrator.

(3) Under title IT, failure to miintain or furnish
the required records 1s to result in a civil penalty of
$10 for each employes with respect to whom the failure
occurs, unless it is shown that the failure is due to rea-
sonable cause.

Senate amendment.—The Senate rule is essentially
the same.

Staff comment.—The conferees may wish to con-
sider agreeing to the rules as outlined above and, in
addition, may wish to consider clarifying the rules
as follows:

(1) The employee would be entitled to receive a
statement from the plan administrator as to his ae-
crued benefit and vesting status upon the request of the
employee, but not more often than once a year.

32) Tn addition, when there is an indication that the
employeo is terminating service under the plan, the
information would be supplied automatically to the
employee.

(3) Whenever there is a break in service, the infor-
mation must be supplied to the employee.

(4) Tn addition, the conferees may wish to consider
including in the committee report a statement to the
effect that miltiemployer plansshould comply with'the
same rule with respect to recordkeeping and the fur-
nishing of information as single employer plans to
the extent this is practical in light of the special prob-
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lems of multiemployer plans. In other words, the
regulations could include additional requirements re-
quiving multiemployer plans to meet the snme require-
ments as single mnl)loyov plans to the extent this is
found to be practical.

17. Variationg

House bill—Title T and title TT rules are the same.
except as deseribed in point (1) below.,

(1) The Seeretary of Labor may preseribe an alter-
native method of satisfying the vesting schedule and
other requivements with respect to participation and
vesting, if it is established to his satisfaction that ap-
plication of the requirenients of the bill would increase
the cost of the plan‘to such an extent that there wonld
result n substantinl risk that the plan would be ter-
minated, that there would be a substantial reduction
in benefits under the plan or in the compensation of
the employees, or that the regular rules of the bill
would impose unreasonable administrative burdens
in conneetion with the plan. It would also have to be
found that the application of these requirements, or
the discontinuance of the plan, would he adverse to
the interests of the plan participants in the aggregate.
In addition, it would have to be found that the alter-
native method is necessary or appropriate to carry
out the purposes of the bill and that it provides ade-
quate protection to the plan's participants and
beneficinries.

(2) During the period for which the alternative
methad is in effect, no plan amendment may be adopted
which increases plan linbilities beeause of () benefit
increases, (b) changes in aceruals, or (¢) changes in
rate of vesting.

(3) The Seeretary may preseribe an alternative
method only after giving interested persons an oppor-
tunity for a hearing.

(4) Title I provides that the Szeretary of Labor
may grant a variance only in the case of a multiem-
ployer plan. only with respect to the requitements of
the vesting schedule and the minimum standards re-
garding acerued benefits, only if all plan participants
and otlier interested persons have received notice, and
only if the Seeretary of the Treasury has been notified
of the hearing.

Senate amendment.—The Senate amendment con-
tning no comparable provision, but would perinit the
Secretary of Labor to postpone the otherwise appli-
cable effective dateof the vesting provisions for a pe-
riod of iip to 6 years, if he finds that implmnomﬁtion of
the vesting vetjiiiremetits will inipose “substantial eco-
nomice hardship” on the plan,

Staff comment —The conforees may wish to consider
ngreemg to the following rules in this area:

Page numbers
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+(1). Areariance -stould ' bo -available for: plans:
(whethor -or:mot :thoy - re - anultiemployer. plans).
which were in existonce-on-January 1, 1074, . .-
“(2) " Arvariance would be avallable only. with:re-.
spect to the requirements of the vesting schedule. (Sep-
arate rules would be provided as to f\mdmgl) . .
(3) A ;\'lll‘.i,!llltfp'\'\’?&llll Jbe availahle only if it were
foibd that: = 0 ot ot
- () "np‘?licqﬂqﬁ' of thie' peitilnyiailes of the'hill®
woltld increase the'eost of the Jilaki ‘th suthiah ex-
et thit Hiera woulld' sosult i Substantind risk thht
the plaji wonlll be tegihininted, lgr thittd'whnlll boa
_subistantinl rednetion”in bénefits wider the plan’
orin the (';cflillwn‘. ation of ¥lic employeess ~© 7
(b)that thig applichtion’of the yéstilg sehédile’
requiiéinents, or discontihiahice of thé plan, wotild
be adverse to the interests of phin pay’ i’cip'xmfs in-
o pggrbgitecndthab
"+ (c) the meedéa tesillts conlil nat he ahtaitied liy’
; ',\'}'agg*e,gs' oF ‘exténsions of tiind titider thie Funding’
stanic

, Standards. " e
(4 '}""'p]’xiri‘i'h;glﬂ;’i‘obéi;"d'{i i'j\gi:iiit-'e titleds it is ap-
plied lwioi_n(hﬁ years dfter the date of enacthient.

(8) The variance wwould bé grahted for an initial
period of 4 years. Plans coulil receive’ atie additiondl
4-year vavianee,if the additional viriance was appliéd
for at least one yedi before expitation of the initidl
viirifinee, o S ' b

&) Duritigr the period whep a variange wag fy diféit,
there conild, he' no play’ nlii(}nhmént which witild Lave
thy effect of jnereasiiijf plijh lnlilities lieédtise of (a)
hendfit increnses, (b) chaiges in” acerudls, or (c)’
cliangod fn rate of vesting. R
18. Joint and Survivor Annyities. - - C P

Touse bill—Title T and title 1T rules are the snime. -

(1) Where the plin provides for a retirement ben-
efit in the form of an annuity, mid the patticipant has
been:married for a five-year period ending on the an-
nuity starting date, the plan must: provide for a joint:
and survivor annuity, unless: the ‘phrticipant elects
otherwise, = - - . . w0 s LT

*(2) The survivor annuity-must:lie not loss than-half
of the annuity :payable to the participant. during the.
joint lives of the participant and his spouse. - - - .

:(3) “The survivor'annuity is required to be payable
if:the participant has reached the-carliest age which
retirement -is - permitted:undor: the plan! (whether or’
not:the participant-has avtnally: retivedd) and the par-
tieipant. aend. his spouse: hind been married thronghont:
the five-yenr- period: endirigg on the date of the partic-
ipait’s death, e

* (4) “Thoe:plan: may. provitle that/the participant has
a veasonathle period (as prescribed liy 1 ogilations) be-
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fore itho.nunuity. starting date.duting whigh.he.may ~ Piee sumderp.
elect in: writing noti to. take. the. joint and swyvivop,
ﬂllllllily.‘ SR R R PR T TR P SR LA IS LN I g
(5) The plan may provide that such an election, or.
any revocation of such an election, wonld not_become’
cffective jf the partioumnt dies within some périofl of o
tiid’ (ot inexcess 'of & ydaty)! of 'sheh el {flon,‘br oo
revobation, AR HITE Ly
Cendte amehdment— = ' o vy
(1) Lssentinlly siimdlai 1o Hoiise rule, exXeopt that
theie is no’ K-vefir ‘miirrihgé veglifvinbgy, 1 s
"(2) Escinthilly shoilaie F6 Tovsd) v 1
(3) N cortesjiniiling provigiofiz’ = 1o s
“(4) "The partidiphit iy eléc in it er (eibliie
2 years of normal -o‘ti‘yéjiwht,'u‘{:o gb'r.‘ Af ey tlies, first’
payment of, veguhid ‘vétivdnient’ henetits) "nbit'to 'h‘nye"
thé Denétit paiid'in the Toym §F b jolntspyvivor anitiity.
25) No corresponding pi‘d(’i&‘i‘gi’l. crrmene
Ntaf bomminti— T e :
(1) "The éoitféidds by wish'’ to" éonsidér ngfecing
to point (1) of the House bill except that the 5-year
marriaga requirement. 1vight boapducerd to a onesyeqr o G
requivement. IR § B R LT B
(2), {1)+ (3) Tha:confarees nmy..wigh to consider
agreeing to ta rules of the House bill as to points (2)y
(’*)‘ 8"‘[»(5)- . o Do et R T L TN TR
() The House hill may be regarded an suquiving:ag
prevetivement. death benefit Ieyond, the, appyapriate
scope of the bill. On the other hayid, the Senale amgnd-
ment way be reganded, as discriminating against. the
spouse of the -participant. .who: reriains .in the. plan
after carly retivement agee, in effect. establishing a gov-
crnmental poliey of favoring early votivement; If the
conferees prefer the-Ifonso appronch, they-may wish
to permit participants to mako-one choico-ng.tp pre:.
retirement (e, electing ont, if the.employqr provides:
genorous preretivement. lifo. insurance): and ianothor -
choice as to postretirement annttities;. .« .o+, .0,
19. Mlicnation *+ 0 i b
Hotise bill —Title T'and Yitlé TT rulé are the same. 59,239
Generally, thé plail nust provide that benefies nay (197, A-109)
not be assigned or alienateq. Tlowever, g, plan iwill
be permitted to provide for & voluntary fovocable as-

»

signment . (ngt to exceed 10 percent’of "ahiy ' benefit

i -

payment) and vested beriefits iy be used pg P“!l)é?.tﬁi}‘}.l‘ o
for réasonable’ loand from the plans where!lic ‘q,cjm,ry,: it 4

ro‘(l"l'ﬁreliiént:'; of the Iny ‘are not violated,*, ™ ™ 7
Nenate amendmen! —An"eniployee’s accriued bene-" 417
fits, onice vested, eindt be, assigned or alionated, L. (160,A-100)
Staff ebimient.—Thd vonferces mny' wish to do -
sjdér iindeing to' the TTouse viife! eXetpl that ho alichn.”
tion’ Would ' be perigigfed niil the, penbfit ilé:!.'l, pay’
)

stillid; theven fter thie 1 potéent. ile would apply, "
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The conferces also may wish to consider providing
that any such alienation is not to bo made for the
purpose of defraying plan adiiinistration costs.

20. Social Sccurity Bencfits of Terminated Particl-
pants

Honsge bill—Title T and title 1T rules arve the same.

(1) The provisions codify current administration
practice which provides thit duiilifieed plans may not
use inereases in socinl seeurity benefit levels to reduce
employee plan benelits that are alvendy in pny status.

12) A similar ]'n-nh-«-tim\ is also extended agninst
reductions in planhenefits where social seeurity henefit
levels ava inereased, where the individuals coneerned
are separated from serviee prior to retirement and
have vested vights to deferved benefits.

Senate amendment.—The Senate amendment con-

tains no comparable provisions.

Staff comment.—The conferces may wish to con-
sider agreeing to the rules of the House bill,

21. Payment of Benefits

House bill—Title T contains point (1) below. Title
11 contains point (2).

(1) Title T provides that in the caso of a partici-
pant who has terminated his service under the plun
payment of benelits must begin at the earlier of the
following dates:

(1) the date when a non-terminated partiei-
pait. with the same amount of credited service
could have exercised any unrestricted option
untler the planto receive wegular retivement bene-
fits: or

(h) ago 65,

(2) ‘Title TI requires that a qualified plan is gen-
erally required to commence benefit payments (wless
the participant otherwise elects) not later than the
sixtieth day after the close of the plan year in which
the lutest of the following events occurs:

(a) thepa rlicilmnt attains age 65;

(b) ten years have elapsed from the time the
participant commenced participation in the plan;
or

(c) the participant terminites his service with
his employer.

Senate umendment.—.\ plan is required to begin the
payment of benefits within 30 days after the partici-
pant attains age 65 or completes ten years of participa-
tion in the plan (which occurs later).

Staff comment~~The conferces may wish to con-
sider ngreeing to the rules of title 1T of the Touse hill
with a clarification that if the norial vetivement age
under the plan ig less than age 65, then the normal
vetirement age will he substititted for the requirement
of point (2) tn) ahove,
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22. Comparability of Plans Iuving Different Vesting
Provisions Under the Antidiscrimination Rules

Iouse bill—Title 11 provides that highly mobile
om\)loyc('s. such as engincers, aro permitted to trade off
high bencfits which might be available under one re-
tirement plan of their employer for their right to
participate in another plan with lower benefits, but
more rapid vesting.

Nenate amendment—The Senate provision is the
same,

Staff comment—No difference in provisions.

23. Protection of Pension Rights Under Government
Contracts

House bill—Title 11 provides the following rules.

(1) 'The Secretary of Labor is directed to undertake
a study of steps which could be taken to ensure that
professional, scientific, technical, and other personnel
employed under Federal contracts are protected
aginst loss of their pensions resniting from job trans-
fers or loss of employment.

(2) The Secretary of Labor is to m}mﬂ to Congress
on this subject within two years after thoe date of
enactment and shall, if feasible, develop recommenda-
tions for Federal procurement regulations to safe-
guard “)ension rights in the situation within one year
after filing his report.

(3) These regulations are to become effective unless
cither Ilouse of Congress adopts a resolution of dis-
approval within 90 days after the proposed regnla-
tions are submitted to the Congress, by the Secretary
of Labor. Any such disapproval is to be referred to
the Labor Committee of the relevant 1ouse.

Senate amendment —

(1? The Senate provision is generally similar in
requiving a study of this situation.

(2) However, the Senaie provision does not provide
for a report to Congress, but would require the Secre-
tary of Labor to publish recommendations for protec-
tive regulations, which are to e published in the Fed-
eral Register within 6 months after ennctment.

(3) These regulations ave to bo adopted by each
Federal department and agency, unless the head of
such department or agency has substantial grounds
for disapproving the regulations in the case of his
department,

Ntaff comment —The conferees may wish to consider
agrecing to the rules of the House bill with point (3)
maodified as follows:

(a) allow cach House of Congress 120 days, in-
stead of 90 days to adopt disapproval resolution ;

(b) refer such resolutions to both the Labor
committees and the Tax committees, with each
committee having jurisdiction to report to the
relevant ITouse,
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Wi Uilion-Spondored Plans Sy g

*Howse bitl—Title 1 antl title TT ritles are the same,
4"« Uniontsponisorad -plans: whigh do not, at any time
isfter enactmetit, provide for anployer-contributions
‘tll)l‘*lo'-exmnbtednﬂun ‘the Vesting requircinents of - the
(11111 TSR A T AL LR PR I B Y
tieSonate: amendmenti~~The amendment eontains no
comparable provision, o
o Weaff: commepts-The cotiferees may wish to con-
sider agreeing to the rule of the House bill.
25, Fdvise Tdat on' Fallwde T'o Piovide Vesting
* House bill:=Title Tund title IT1duke no provision
for an excise tax on fuilte to provide vesting,
- Sanats -aiendnient~(1) - ‘The- Senate amendment
-provides for the imposition of un excise tax onithe em-
pliyor in: cases whero the employor is not complyin
fwith-tha vesting provisions in practice, oven though
the plan contaings a_vesting schedule which is consist-
ent with the réquircinentsof the bill,: +

(2) Initinlly, the tax would equal 5 percent of the
aceymulated vesting deficientits. o
e (3) Hotwever, this tax could g0 to'100 poreent of the
aimount -of tie' deficiehvies ‘if - the offense’ were not
correated, o L o
reaStaff comment.-~The- conferces may wish to con-
sider ngl;v(-h;\g to the approsch of the House bill.
Wy ToffectiveDatoy "~
/O ,l/f),ly.--,')'i(lﬂ I apd fjtle 11 hoth provide the

it efloctive date_for the, vesting provisions ns is pro-
vided . for, requirements with repect to paiticipation
andcoverage, ;. S .

Senate amendment.—( 1) The !)rovisious generally
Are fa apply-to plan years heginning after the date of
¢nnctment, IR e
4 A2 ll?quer, in the caze of a plan already in exist-
epee o1i the. date of ennctient, the provisions will take
cffect .for plan_ years beginming after December 31,

(3) Whete a {)jlm‘_is subject to a collective bargain-
ing agieement; 1f the Sepretary of Labor shauld find
ihat jmpleentation of the vesfing  requivenent
would JInjosg sulqlm_xt{ul cconontic hardship on the
plaiy, Jie pay :vequire Lhat the effective dnte be post-
poned for a period of up to six years.
+d () Lhe lu'q}'i,“-gmls.apnl{ to government. plans and
pj n.years heginning aftar Decamber 31, 1980. .

Staff domment.—(1) Gonorxl\ly..ﬂm stall.comments
i “l‘jli?““?;\ appenr uder PARTICIPATION AND
OVERAGE, I;,'éf_ctipa dates, ahove. . . . .
o (f) Tf the conferees:decide that_goyernmant plans
will not be covered nnder-ghe participation and vest-
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ing requirements, there will, of course, be no need for
n delayed effective date with respect to such plans.

FUNDING

1. Plans Subject to the Provisions

House bill—

(1) Under title I the new minimum funding rules
are to be administered by the Secretary of Labor. The
funding rules of title 1 apply to plans established or
maintained by employer or employee organizations en-
gaged in or affecting Intorstate commerce.

(2) Under title T1, the new miniiiius funding rules
nlso are to bo administered by the Secretary of the
T'reasury. The fundin{; rules of title IT are to apply to
pension, annuity, and bond purchase plans that are
qualified or were determined by the Internal Revenue
Service to be qualified.

Senate amendment.—The new funding rules are to
be administered only by the Secretary of the Treasury
and are to apply to pension and antiuity plans which
are qualified or which were determined by the Internal
Revenue Service to be qualified. Tn addition, the Sen-
ate améidinent generally prohibits a person engaged
in a business that affects interstate commerce from
having a nonqualified plan. .

Stagf comment.—This is a jurisdictionnl nuttter dis-
cussed below.

2. Eweeptions to Coveraye

House bill—Title 1 of the Tlouse bill exempts the
following plans from the new funding rules:

(1) Governmental plins, including plans financed
by contetbutions requived under the Railtoad Retire-
ment. Act.

(2) Church plans which do not eleet coverage.
(3) Non-U.S. plans primarily for nonresident
aliens,

(4) Unfunded plans maintained by the emplover
primarily to provide deferred com‘wnsntion for select
management or highly-compensated employces,

(5) Plans which have not }n'm'idod‘ for employer
contributions after the date of enactment.

(6) Profit-sharing. savings, or other individuil ac-
count. plans,

(7) Plans funded exclusively by the purchase of
individual qualified insurance contracts.

(8) Supplementary plans.

(9) Plans exclusively for a sole proprietor or ex-
clusively for partners, all of whom own more than
10 percent of the capital or profits interest in the
partnership.

(10) Plans cestablished by fraterniil societics or
other organizations described in seetion 501(c) (8) or
(9) of the Internal Revenue Code.

Page numbers
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Title 11 of the House bill exenipts the following
plans from the new funding rules:

(1) Governmment plans (inchiding Riilroad Retire-
wment Aet plans) ave excluded if they micet the requive-
ments of present law,

(2) Church plans arve exeluded if they meet the re-
yuivements of present Juw,

(3) Non-U.S. plans primarily for nonresident
aliens are excluded only to the extent they are non-
qualified plans.

(4) Unfunded pluns generally are excluded as non.
qualified plans.

(8) SameastitleT.
(G; Profit-sharing and stock bonus plans nre ex-
cluded as under title T (however, money purchase pen-
sion plans are not excinded).

7) Snmeastitle I.

’8 No analogous exclusion,

(1) Noamalogous exclusion,

(10) No analogous exclusion,

Nenale lmwml,;wnl.—-'l’hu Semtte amendment. deals
with plan exelnsions as follows:

(1) Excluded, no requivement. that governmental
plans meet present rules,

(2) Excludeéil. no requivement that chureh plans
meet present rules, no option to elect to come wnder
new rules, no specinl requirements as to unrelated
businesses or nm'lli('l'l‘lplo'\'or plans.

(3) Excluded if the fund for the pliti is maintained
ontside the United States,

(4) Exclusion for nonqualified plans which either
reqtitre benefits to be paid in full within 5 yeass after
the benefits acerne or which provide henelits only for
vorporate officers or for persons who own at least 5
pereent of the stock of the corporate employer,

{3) No annlogous exclusion,

() No exclusion as such, but pnyment of requived
contrilmtions to defined contribution plans satisfies
new funding rules.

(7) No exclusion ns such, but puyment of preminms
satisfies new funding rules.

(8) Noanalogous c..clusion,

(9) Noanalogous exclusion,

(10) Excluded, but only if no employer contribu-
tions.

Ntaff comment.—

(1) The conferees may wish to adopt the rules of
title IT of tlie ITonse bill with respeet to governmental
plans. The conférees may also wish to adopt the rules
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of title 1 of the Houso bill with respect to the exclu-
sion of railroad retivement plans,

(2) The conferees may wish to adopt the rules of
title 1T of the Touse bill with respect to church plans.

(3) The conferces may wish to adopt the rule of
title I of tho ITouse bill excluding non-U.S. Exlnns for
nonresident aliens, but ndditimmﬁy require that to bo
excluded substantinlly all of the partieipants and
beneficiaries of a plan must bo nonresident aliens.

(4) The conferces ma?' wish to adopt the rules of
title I of the House bill. Additionally, in the con-
ferenco report it may bo appropriate to specifically
indicate that the funding rules do not cover “consult-
ing contracts” for retired management employees and
do not cover ||1lnns adopted by a partnership exclu-
sively for the benefit of a partner pursuant to section
736 of the Internal Revenue Code,

(5) The conferees may wish to adopt the rules of
titles I nnd I1 of the ITouse bill,

(6) The conferees may wish to adopt the rules of
title 11 of the THouse bill, ,

(7) The conferees may wish to adopt the rules of
titles 1 and 11 of the House bill, In addition. the con-
ferces may wish to provide that group insurance con-
tracts which have the same charncteristics, as do-
termined by regulation, as qualified individual insur-
wiee contracts are to be exclided from the minimum
funding rules,

(8) The conferees may wish to exclude wnfiirided
plans which provide benefits in excess of the limita-
tions on_contributions and benefits which may be
adopted in the Internal Revenue Code, and which are
plans for the lli;ihl_v-pnid.

(1) The coiferces may wish to adopt the rule of
title T of the TTouse bill for plans which are not tax-
qualified.

(10) Tiv> conferees may wish to adopt the rulo of
the Senate bill: in addition, the conferees mny wish to
provide an exclusion for plans established and main-
tained by an organization deseribed in section 501
(¢) (18) of tho Intetnil Revenue Code,

3. Normal Cost

House bill—Title I and title 11 rules are the same.

Normal costs are to be contributed currently.

Senate amendment.—Samo as the Houso bill.

Staff comment.—No difference in provisions.

4. Evisting Past Service Liabilitics

House bill —Title T and title IT rules nre the same.

For plans in existence on January 1, 1974, past serv-
ice liabilities as of the applicable effective date of the
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new funding rules are to be ninortized over no more

than 40 years on a level payment basis (principal plus

interest),

Senate amendment.—Vast service liabilities are to
ba amortized over no more than 30 years (40 years for
multiemployer plans).

Smf comment.—The conferees may wish to adopt

the rule of the House bill, —

3. Newly-cstublished Initiol Past Service Liabilitics
House bill—Title T and title IT rules are the same.
(1) Tiitinl past serviee linhilities of new plans are

to be amortized over no more than 30 yems (40 years

for multiemployer pliins).

Senate amendment.—Same as the Houso bill.

Staff comment.—No difference in provisions.

6. Past Service Liabilitics from Plan Amendments

House bill.—Title T and title IT are the same.

(1) Changes in past service liabilities from plan
amendments that increase or decrease past service
costs are to be amortized over no more than 30 years
(40 years for multiemployer plans).

Senate amendment.—

(1) Same as the Tlouse bill for plan amenilments
that increase or decrease unfunded past service liabili-
ties by 5 percent or more.

(2) If the change in past sorvice linbilities is less
than 5 percent, amortization is to be over no more than
15 years (or the average remaining servico life of
part ic?mms if shorter).

.

Staff comment.—The conferces may wish to adopt

the rule of the House bill.

7. Experience Gains and Losses

House bill.—Title I and title 11 rules are the same.

(1) Experience gains nnd losses are to be amortized
over no more thin 15 years (20 years for multiem-
ployer plans). ,

Scnate amendment.—Amoritization is to be over no
more than 15 years (or the average remaining service
life of participaits, if shorter).

SI«/} comment.—The conferees may wish to adopt
the House bill rules.

8. Additional Funding Standard

House bill —Title T and title 11 rules are the same.

(1) The additional standard is to be used only if it
requires a larger contribution than the basic funding
standard, ,

(2) The additional standard requires a contribution
of the first year's payment under a 20-year amortiza-
tion schedule of unfunded vested liabilities. A new
deternifiiiition: with respect to the applicability of this
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funding standard (and a new calenlation of the
amortization schedule) is to bo made in each year.
Senate amendment.—No comparabls provision.
Staff comment.—The conferees may wish to follow
the Senato bill and not include this additional funding
standard,

9. Combining and Offsctting Amounts

IHouse bill—Title T and title 1T are the samne.

(1) The various funding amortization schedules
may be combined and offset to reduce the number of
acconnts that must be maintained.

Senate amendment.—No compirable provision.

Staf{ comment.—The conferees may wish to adopt
the rules of the 1ouse bill,

10, Determination of Costs

flouge bill.—Title T and title 1T rules are the same.

(1) For purposes of the minimum funding rules,
normal costs, ete., are to be determined under the fund-
ing method used to determine costs under the Hlnn.

Nenate amendment.—Same as the Iouse bill.

Staff comment—XNo difference in provisions.

11. Valuation of Assets

llouse bill—Title T and Title II rules are the
snime.

(1) Generally, assets may be valued under any rea-
sonable acturial method of valuation that takes into
account fair market value and is permitted under
regrulations.

(2) Also, an election is available to value certain
debt assets on an amortized basis,

Nenate amendment.—Asset. valuution is to be based
on average values for five (or fewer) years,

Staff comment.—The Conferees may wish to adopt
the rules of the Iousc bill,

12. Reasonable Actuarial Assumptions

Iouse bill—Title I provides:

(1) Actuarial assumptions are to be reasonably re-
Iated to plan experience and reasonable expectations.

(2) Actuarial assumptions are, in combination, to
offer the plan actuary’s single best estimate of antici-
pated plan experience.

Title II provides that actuarial assumptions are, in
the aggregate, to be reasonable.

Senate amendment.—Substantially the same as title
IT of the ITouse bill.

Staff comment.—

The conferces may wish to adopt a combination
of the rules of title I'and title IT of the Iouse bill and
the rules of the Senate amendment, providing that :

(1) Actuarial assumptions in the aggregate are to he
reasonable, taking iiito account the experience of the
plan and expeetations,
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(2) Actuarinl assumptions are to represent the
acluary's best estimate of anticipated experience under
the plan,

13, Change in Funding Method or Plan Y ear

House bill—Title 1 and title 1I rules are the same.

(1) A change in fundiiig méthod or plan year re-
quires the prior approval of the administering
Secretary.

Nenate amendment.—Same as the ITouse bill.

Stuff comment.—No difference in provisions.

14. Definition of Erperience Gain or Ioss

House bill —Title I provides:

(1) An experience @in or loss ocemrs when plan |
experience deviates from projected assumptions suf-
ficiently to require a change in assumptions.

(2) The amount of the gein or loss is the increase
or deerease in acerued unfinded liabilties attributable
to this change in assumptions.

Under title I1, it is expected that experience gain
or loss will be treated as the différence between the
anticipited experience of the plan and the actual plan
experience. _ . ‘
| .i}'cmmz amendment.—Same as title II of the Iouse
ill,

Staff comment.—The conferces may wish to ndo,)t.
the approach of title II of the ITouse bill and of the
Senate bill,

15. Certain Changes as Iaperience Gain or Loss

Ilouse bill —Title 1 and title I rules are the same.

Experience gnin or loss ceurs with changes of plan
linhilities resulting from:

(1) a change m social security or other govern-
ment retivement benefits ;

(2) a change in the definition of “wages” under
sec. 3121 of the Internal Revenue Code; or

(3) a change in the amount of wages taken into ac-
count. for purposes of plan integration with social
security.

Senate amendment.—The Senate amendment deals
as follows with the above-deseribed rules:

(1) Same ns House bill.

(2) Same as House bill,

(3) No comparable provision. .

( 4? The Senate amendment also includes changes in
linbilities from changes in the funding method or the
actuarial assumption used.

Staff comment—

(1), (2), (3) The conferces may wish to adopt the
rtles of the House bill,
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(4) In addition, the conferees may wish to make
clear that changes in plan linbilities resulting from
changes in actuarial assumptions are to be amortized
over a 30-year period,

Also, the conferees may wish to mako clear that if
experienco losses occur, they will not be eliminated for
purposes of amortization under the minimum funding
schedule on account of consequent later changes in
nctuarial assumptions. For tliis purpose it is suggostod
that assets be valued at theiv fair market value.

16. Three-year Determination of Gains and Losses
{louge bill—"itle 1 and title I1 rules ave the same,
Experience gains and losees ave to be determined,

and plan linbilities ave to be valued, at least every

threo years and more frequently in particiilar cases, as
required by regulations.

Nenate amendment.—An annual determination of
gains and losses and an annual valuation of linbilities
18 required.

Smf comment—The conferees may wish to adopt
the rulesof the Iouse bill.

17, Full Funding
House bill.—Title T and title IT rules are the same.
(1) Where a plan is fully funded, or nearly so, only

the amont needed to bring the plan to full funding

(whero assets equal ligbilities) is to be contributed.
(5-3? Ior purposes of determining whether assets

cqual Habilities, assets are to bo valued under the

usual method used by the plan or at fair market value,
whichever is lower.

Nenate amendment.—(1) Same as the House bill,

(2) In determiniing whether assets equal liabilities,
assets are valued by taking the average value of plan
assets for five (ov fewer) years on the valuation date,

Staff comment.—The conferces may wish to adopt.
the rules of the Touse bill, if they u(fopt. the ritles of
the Touse bill for purposes of vahting plan assets in
general, .

In addition, the conferees may wish to permit an
alternative minimim fundiftg standard _in certain
cases where the assets ave suflicient to pay all the linhil-
itiecs of the planif it thew teritinateil. *

18. Iin;'onrliz-a Dlan Amendments ITaving Limited
Cfleot
ITouse bill—Title T and title IT rules are the same,
(1) A plan may be amended to reduce ﬂm' inerease)
plan liabilities without the approval of the Secretary
of Labor aftér the elose of a plan year, but by the time
requiived to file the employer's tax retwm for that

® Not all staff members agree with this suggestion.
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year. For multiemployer plans, such an amendineiit
may bo made up to two years after the close of the
plan year.

(2) However, such an amendment cannot reduce
the accrued benefit (whether or not vested) of any
participant determined as of the beginning of the plan
year to which the amendment applies.

Senato amendment.—No comparable provision,

Senate amendment.—No comparable provision,
the rules of the ITouse bill, but in addition, provide:

(1) Such retroactive amendments can he made only
upon a filing with the Seeretary of Labor notifying
lim that such an amendment has occurred.

(2) The Secretary of Labor would have the an-
thotity to approve or disapprove of the amendment.
If the amendment were not ap roved, it would he
treated as not having gone into effect.

(3) Standards for approval or disapproval would
include economic hards‘nip, the inability to acquire a
timely funding waiver,ete.

(1) Additionally, a retroactive reduction in bene-
fits would only be allowed to the extent required by the
circumstances.

19. Retroactive Plan Amendments With A pproval

ITouse bill —Title T and title 11 both contain points
(1) and (2) listed below. Title T (but not title II) also
contains point (3). Title II (but not title I) contilns
points (43 and (5).

- (1) Plans may be amended to reduce benefits re-
tronctively with the approval of the Secretary of
Labor after a public hearing,

(2) The Secretary of Labor may allow an amend-
ment to reduce benefits on a determination that (a) the
amendment is necessary or appropriate to carry out
the purposes of the bill and to provide protection to
participants aiid beneficiaries, (b) without the amend-
ment, there would be a substantial risk that the plan
would not be continued or that pension benefits or
compensation would be substantially curtailed, and
(¢) failure to allow the amendment would be adverse
to plan participants in the aggregate.

( 3) Under title I, but not title TI, retroactive amend-
ments may be approved if there would otherwise he
unreasonable administrative burdens for the plan,

(4) Under title IT, but not. title I, all participants
and beneficiaries must_receive adequate prior notice
of any hearing regarding a retronctive plan amend-
ment,

(5) Under title II, but not title I, amendments
approved by the Secretary of Labor cannot retrone-
tively reduce accrued benofits for purposes of the ini-
tinl 5 !wmont excise tax on a failiire to meet the mini-
mum funding standards,
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Senate amendment.—Yo comparable provision,
Staff comment.—The conferces may wish to provide
that no retroactive reduction of vested benefits be per-

mitted and therefore delete this ITouse provision,
20. Year-by-year waivers

House bill—Title T has a general vatinance proce-
dure (see item 22 below) ; the provision deseribed be-
low appearsonly in title I1.

1) The Secretary of the Treasury may waive the
minimum funding requirements for a year in which the
employer would otherwise experience substantial busi-
ness hardships, but only if failure to do so would be
adverse to the interests of the participants in the ag-
{;rognto. Also, guidelines as to substantial business
mrdships are defined.

(2) 'This waiver is available for no more than 5 out
of any 13 consecutive plan years.

(3) 'The amount waived is to be amortized over no
more than 13 years,

Senate amendment.—Similar to title I of the ITouse
bill. with differences described below.

(1) Tho Senate amendment does not require that
for funding to be waived this must be in the interests
of the participants, nor does it set out guidelines as to
sabstantial husiness hardship.

{2) Whaivers are available for no raore than 5 out of
any 10 consecutive years,

(3) Waived amounts are to be amortized over no
more than 10 year s,

Staff comment.—The conferees may wish to adopt
the rules of title 1T of the Tlouse bill.

21, Variances—Ertension of Amortization Periods
for Multiemployer Plans

HTouse bill—Title I has a general variance proce-
dure (see item 22 below) ; the provision described be-
low appearsonly in title IT.

(1) If the Seeretary of Labor finds that at least 10
percent of the employers contributing to a multiem-
rln_vmf lan woukd otherwise inemr substantial business

ardship, he may extend for up to 10 years (i.e. amor-
tize over a period of up to 50 vears) the amortization
period for funding past service liabilities or expe-
rience losees,

(2) An extension isallowed ofily if the basie funding
1'('qq|ig'g|||ol.|t would he adverse to the interests of par-
ticipants in the aggregate. Guidelines ave set as to
what constitiites substantial businoess hardship.

Nenate amendment—Substantially the same as the
House bill, except as indicated below.

(1) No 10-year extension is allowed for amortizing
experience losses,
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(2) No factors are specified for deternining sub-
stuntinl business hardship,

(3) There is no requirement that the basic funding
requirement be adverse to interests of the participants,
No gidelines are provided as to what constitutes busi-
ness hurdship.

Staff comment.—Tho conferees may wish to combine
this variance and the vavianee deseribed in item 22 be-
low, in the manner deseribed in Staff comment for
item 22,

23, Vaviances—Alternative Funding Standards

House bill —Title T provides as follows:

(1) The Secretary of Labor may preseribe an alter-
native minimum funding method for multieniployer
orsingle employer plans,

(2) Tho alternative funding method may he pre-
seribed if the Seevotary determines (n) it is desirable
to carry ont the purposes of the Aet, and (h) it pro-
vides adequato proteciion for participants and hen-
eficinries,

(3) The Seeretary also mnst find that failnre to pro-
vide an alternative would result in certain hardships,
and there woulil be (n) a substantial risk that the
plan would be discontinned. (b) substantial curtail-
ment of pension henefit Jevels or employee compensa-
tion. or (¢) unreasonable administeative burdens
imposed on the plan. Additionally, he must find that
not to provide the alternative wonld be adverse to the
inferests of participants in the aggregate.

As nofed above, title 1T includes similar provisions,
for multiemployer plans only.

Senate amendment—The Senate amendment con-
tains no comparahle provision, but. wonld permit the
Seeretary of Lahor to postpone the effective date of
the funding provisions (for existing plans) for a pe-
riod of up to 6 years, if he finds that implementation
of the funding requirements would impose substantial
cconontic hardship on the plan,

Staff comment—The conferces may wish to com-
bine the varianees allowing an extension of amortiza-
tion period (described in item 21 above) and this al-
ternative funding standard provision, as follows:

(1) An extension of amortization periods of up to 10
years could be provided for both multiemployer and
single employer plans.

(2) Additionally, the rules of title I of the House
bill (points (2)-—(g above) would apply to variances.
23. Variances—Limit on Plan Amendments

House hill—Title T and title II rules are the same,

1f a varianee is granted, thén while the varianee is
in effeet, the plan earmot be amended to inerease lia-
hilitics by an inerease in benefits, o change in the ac-
crual of benefits, or a change in the rate of vesting,
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Senate amendment.—A  similar limitation, with
somo technical differences, is included in the Senate
amendment.

S!a-/{ comment.—The conferees may wish to adopt
the rules of the ITonse bill.

T'he conferees may also twish to'allow “do rininiis”
plan amendments that would inerease liabilities during
u period that a variance is in effect, with the prior
approval of the Secretary of Labor, Additionally,
the conferces may wish to provide that no such amend-
ment can be adopted if there has been (within a limited
period of time) a retronctive decrease in benefits ns
deseribed in item 18 above,

2}, Funding Standard Account

Ilouse bill—Tho rules of title I and title II arc the
same,

(1) Covered plans must maintain funding standard
accounts.

Senate amendment.—Same as the onse Wl

Staff comment.—No difference in provisions.

25, Interest on Funding Standard Account

Ilouse bill—'Title I and title 11 rules are the same.

The funding standard account. is to be charged or
credited with ibterest at an approprinte rate consistent
with the rate or rates used under the plin to determine
costs,

Senate amendment.—Substantially the same as the
House hill,

Stoff comment.~The conferees may wish to adopt
the rules of the THouse bill,

26, Inforcement (Civil Actions)
. {lmlma bill—These provisions are inclided only in
title 1.

(1) The plin administrator is to tuke whatever
netions are needed to bring the level of funding and
henefits into conformity with each other and with the
furiding requiivements. ITe may require payment of re-
quired contributions, may amend benefit schedules to
reducoe benefits, may suspend the accumulation of bene-
fits or the operation of the plan, and may take any
other actions needed to secute the rights of the par-
ticipants,

(2) When a plan does not meet the funding require-
ments for five consecutive years, the administrator
must reduce ﬁlan liabilities to the extent needed to
conform linbilities and funding,

(3) The Secretary of Labor is to be notified when the
administrator determines the funiling vequirements
hive not heen met, The Seerelary may require addi-
tional information Miitl vrder the adminishittor to stay
or take any of the actions described nbove.
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(4) Civil actions also may be brought by partici-
pants, beneficiaries, or fiduciaries and by the Secretary
of Labor to enjoin any act which violates the funding
standards,

Senate amendment.—No comparable provisions.

Staff comment—This is a jurisdictional matter dis-

“eussed below.

27. Enforcement (Facise T'ares)

l[](ftlwc bill—These provisions are included only in
title I1.

(1) a 5-percent excise tax is imposed on the amount
of any funding deficieney under the plan for each plan
year in which the deficiency exists.

(2) If the funding deficiency is not corrected within
a specified period after natice from the Internal Rev-
enue Service, there is to be an additional 100 percent
excise tax on tho aceumulated funding deficiency.

(8) These taxes are not deductible and are to be paid
bly th]c employer who is responsible for contributing to
the plan,

(4) Special rules are provided for determining the
tax to be paid by corporations that are members of a
controlled group and that have adupted a single plan,
and for the payment of taxes by employers who are
parties to collective bargaining agreements under
which a plin is established or maintained.

Senate ame:dment—The Senate amendment in-
cludes substantinlly the same provisions as the Houso
bill, but differs as follows:

(1) Nodifferences,

(2) The Senate amendment does not clearly provide
that the 100 percent excise tax is to be paid otily to the
extent of an uncorrected funding deficiency.

( 8{ No differences.
(4) There is no provision in the Senate bill govern-
ing the excise tax to bo paid by members of a con-
trolled group of corporations.

Staff comment.—This is a jurisdictional matter dis-
cussed below,

28, Coordination of Administration—Joint Regu-
lations

. House bill—Title T provides that funding rogula-
tione issued by the Seeretary of Labor are to bo effec-
tive for plan years begintiiing after December 81, 1975,
only if approved by the Secretary of the Treasury.

Title IT provides that funding regulations issued by

the Secretary of the Treasury generally are to be effce-
tive for plin years beginning after Decomber 81, 1975,
only if approved by the Secretary of Labor,
. Nenate amendment.—No comparable provisions aro
inchided, since only the Sceretary of the Treasury ad-
ministers the funding provisions under the Senate
amer.dment.

an
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Staff comment.—This is a jurisdictional matter dis-
cussed below,

£9. Iffective Dales

House bill—Title T and title IT both contain points
(1) through (3). Title I, but not titls IT, contains
points  (4) mml (5). 'Litle 11, but not titls 1, contains
point (6},

(1) The provisions np})ly generally to plan years
beginning after the date of enactment.

(2) For plans in existence on January 1, 1974, the
i)rovisions take effect for plan years beginning after

Yecember 31, 1975,

(3) For colleetively bargained plans (in existence
on January 1, 1974), the provision takes effect for plan
years beginning after December 31, 1976, or if later,
the expiration of the collective bargnining agreement
in effect on Jamury 1, 1074, However, these plans are
to he subject to these provisions not later than plan
years beginning after December 31, 1980,

(1) Under title 1, but not title I1, after enactmont
and before the effective dato of the rules, plans must
contribute at least normal cost plus interest on un-
funded accrued liabilitics. s’l‘his is substantially the
same as present Juw for qualified plans,)

(8) Also, under title 1. but not. title IT, the new
funding rules apply soven years after the dato of on-
actment for omplojyoo organization plans which are in
:!lﬂ'ect on January 1, 1974, and are financed entively by

ues,

(6) Under title IT, but not title I, for existing plans
maintained by tax-exempt lnbor organizations the ef-
fective date is ])oslponcd to plan years beginning aftor
December 31, 1976, or, if Iater, the first [ﬁan year fol-
lowing the date of the second convention of the orga-
nization held after the date of enactment. However,
these plans are to be subject to thess provisions not
ll:;)tgr than plan years beginning after December 31,

0.

Senate amendment.—The Scnate amendment in-
cludes the following provisions:

1,} Same as title I and title IT of the House bill,

2) In the case of plans in oxistence on the date of
enactment, the amendments apply to plan years be-
ginning after December 81, 1976,

§3;, (42 (5), (6) No com,‘mmblo provisions.

7) If the Sccretary of Labor determines that the
now rules would creato substantial economic hardship
for a plan in existence on the dato of enactment, the
new rules apply to plan years beginning after a later
date as specified by the Secretary of Labor, but not
Inter thiin after December 31, 1981, Criteria which may
be used for detormining substantial economic hardship
aro provided. If such an extension is granted, plan
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benefits may not. be increased by amendment while the
extonsion is in effect.

Ntaff comment.—Some of the stafl helieve the effee-
tive dates for funding shonkd bo the snme as for vest-
ing, and others believe (if an enrly effective date is
chosen for vesting)- that the effective dates for fifid-
ing should be later than for vesting.

ACTUARIES

1. Reports by Actuaries to Department of Labor

Ilouse bill—These rules are included only in title I.

1) 'The annunl rveport filed. with the Secretary of

Labor is to include an actuarial report with informa-

tion as to the minimum contributions, normal cost,
acerued linbilities, asset values, ete.

(2) The annual report also is to include the opinion
of an enrolled actuary (a) that the contents of the
actuarinl report are reasonubly related to the experi-
ence of the plan and to reasonable expectations, and
(b) that the plan uses assumptions which, in combina-
tion, offer the single best estimate of anticipated ex-
porience under the plan.

(3) An actuarial valuation of the plan generally is
to be maue every third plan year.

Senate amendment.—(1) The annunl report filed
with the Secretary of Labor is to include 2 copy of
an actuarial report, which is to include the actuarial
assumptions used in computing contributions and
henefits and used in connection with other informa-
tion required to be furnished.

(2), (3) No comparable provision with respect to
reports filed with the Labor Depurtment.

Staff comment.—(1) See Reporting and  Dis-
closure—Labor Department in a subsequent part.

(2) See Funding, item 12, Staff comment.

(3) The conferees may wish to adopt the rules of
the IMouse bill,

2. Reports by Actuaries to Internal Revenne Service
House bill —These rules are included in title 11.
(1) Actuarial reports genenilly are to be filéd with

the Secrctary of the Treasury every three years,

Sz) The actuarial report is to include a plan de-
seription, a description of the funding metliod and
actunrial nssumptions, ete,

(8) The actuarinl report also is to include (a) n
statement. by the enrolled actuary that to the best of
his knowledge the report is complete ind acenrate, and
( b) a statement of his opihion regarding tlie reason-
ableness of the funding methods and actiarial assnp-
tions used.

(4) A pennlty of $1,000 is to be imiposed for each
failure to file an acluarial report, unless due to rea-
sonable cause.
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Senate amendment.—Qubstantinlly the same as the
THouse bill,

Staff comment - TEEEn ferves may wish to instroet
the Department of Aabor and the Internal Revenue
Serviee if at all possible to consolidate their actuarial
veports, They may also wish toconsider the use of a
jomt board in order to assure as much of this coirdina-
tion s possible.*

A Lnrollnent of Aetuarics

House bill—Title 1 and title IT are essentially the
sie,

(1) Reasonable standurds of qualifieations are to
be established for enrolling netuaries to practice before
the government,

(2) If u person applies for enrolhnent hefore Jan-
unry 1, 1970, the standards and qualifications ave to in-
clude a requivement for actuarial experience or ex-
perience in pension plan administiation,

(3) I an individunl applies for envollment after
Janumary 1, 1076, the standards and qualifieations are
to include education and training in actudrinl mathe-
matics and methodology (evidenced by a college de-
gree or suceessful completion of examination), and
appropriate actuarial experience.

(4) Both the Sceretaries of Labor and Treasury are
to separately envoll actuaries to practice before their
respeetive departments, However, neither the Seere-
tary of Labor nor the Secretary of the Treasury is to
issue regulations defining the standards and qualifi-
cations for enrollinent withont the approval of the
other,

Nenate amendment —

(1) The Sceretary of the Treasury is to establish
standards and quilifieations for enrolling actuaries to
practice hefore the Internal Revemie Service,

(2) The Senate amendment does not inchude
“grandfather™” provision as under the House bill,

(3) The Senate amendment does not specify the
types of standards and qualifieations that are to he
used after Januiiry 1, 1976,

(4) No compirable provision,

S ff comment.—(1), (3) The conferees may wish
to gre. ~rally adopt the rules of the 1ouse Lill,

2) “'idl respeet to the “grandfather” vrovision,
the conferees may wish to (n) provide that the stand-
ards for qualification are to include a requiren:ent for
“responsﬂ)]c actiiiivial experieitee relating to pension
plans)” and (b) not provide for envolliment based on
experience in pension plan administration,

(4) The conferces may also wish to consider provid-
ing that netuaiies are to'ho enrolled to practice before
the government by a joint commission composed of

* There was not full staff agreement on this point.

Page numbers
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Pagenumders — parsons appointed by the Department of Treasury and
the Department of Labor. This Commission would set
uniform standards for both enrolling and disenrolling
actuaries.*

4. Effeetive Ditos
73,273 House bill—'The provisions of title T are to take
(146, A-156)  effeet six months after the dato of enactment.

Under title I, actuarial reports are to be required
for years in which the new funding rules become effec-
tive, and the provisions regarding enrollment of actu-
aries are to take effect on ﬁle date of ennctment,

587,500 Senate amendment.—The provisions in the Senate
(145, A-156)  amendment vegarding reporting to the Seeretary of
Laborare to take effect January 1, 1074,

The provisions requiring actuarial reports to the
Secretary of the Treasury are to apply to plan years
begiuning on or after January 1, 1976, The provisions
governing enrollment of actuaries are to take effect on
the date of enactment,

Staff comment—~With respeet to reports to the De-
partment of Labor, the conferces muy wish to provide
{hat these provisions are to go into effect at the same
time taat the other reporting requirements are to go
into effect (sce Reporting and Disclosure—Labor De-
partraent, in subsequent part),

With respect to reports to the Department of Treas-
ury, the conferees may wish to provide that these pro-
visions are to go into effect for years in which the new
funding rules hecome effeetive or at such earlier time
u:;]tlm Preasury Departinent may by regulation pro-
vide,

With respect to envollment of actuaries. the con-
ferces may wish to provide that these provisions are
to go into effect as ~oon ns regulations are published,
but no later than six months after the date of ennct-
ment,

STAFF COMMENTS RELATING TO JURISDICTIONAL
MATTERS*

The stafl suggests the procedure outlined below will
provide a sigmificant and apprapriate rols in the en-
forcement of the participation, vesting and funding
standards to both_the Department of Labor and the
Internal Rovenue Service.

The coneept of repeating the patticipation, vesting
and funding standnrds in titles I and &I is generally

¢ There was not full staff agreement on this potnt.
* While recogulzing that the staffs have made a vallant effort to rerolve the Jurladictional
wroblem, some stafl members belleve the proposed solition falls short of elimfvating the

nevitable compleaities, costs anil inequities which will result from dual Jurlsdfction and
enforcement,
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not preferved by the Senate stall members,* However, ~ Page numbers
it is believed that repetition of this type need not re-
sult in duplication if the writing of the regulations on
the subject (although in two titles) is assigned to a
singlo administrative agency. In this regard, the De-
partment of Tabor might write the regulations on
preemption, the definition of a year of service, the
definition of a break in service, tho variances which
are subject to the diseretion of the Secvetary of Labor,
and possibly other minor items which would bo more
appropriately handled by the Department of Iabor.
"The remaining regulations in title I might simply rep-
resent an adoption of compaiable regulations prepared
for the Internal Revenue Service for title 11.

As indicated previously, it is not expected that the
administrative functions of the two agencies will re-
sult in any unnecessary duplication. The manner in
which this is effected can he shown by indieating the
activitics of each agencey, first in the so-called initial
stagre jurisdiction (that is, when a plan is requesting
a determination of qualifieation), and socoml in the
opérationnl stage jurisdiction. The functions of the
two ngencies are disenssed below under these two
headings.

A Initial Stage Jurvisdietion

(1) The applicant, if he files for qualification with
the Internal llh-wmu- Service, must notify the De-
partment of Labor, the Iension Insurance Corpora-
tion, and the participants of his intention to request
such a determination.

(2) Atany time prior to qualification, the Secretary
of Labor (in his diseretion) may upon petition of a
group of participants interveno on thcir behalf in an
Internal Revenue Service qualifieation determination
relating to vesting or participation cither at the time
of its administrative consideration by the Internal
Revenue Service or in connection with an ippeal with
respect to an adverse determination at the time of
consideration by the Tax Court,

(3) The Seeretary of Labor (in his diseretion) upon
petition of the Pension Insurance Corporation may in-
tervene on its behalf in an Internal Revenue Service
qualifieation determination reluting to participation,
vesting, or funding,

(4) In a case where the Internal Revenue Service
finds that a plan is qualified, it is to cortify this fact
to the Doprtinent of Labor and the Departmoent. of
Labor is to accept this certification as conclusive
evidence of initiil complinnee with the partielpation,
vesting, and funding standards.

¢To provide assurance as to jolnt Jurisdletion U there were only one title, they would
suggest that a statulory provision could provide that jurisdiction in these areas would
be shared by the Labor aud Tax comnlttees.
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(6) Tho plan must register with the Departinent of
Lubor and include in the registration, certification of
pul'ticinltitnn, vesting, and funding qualifieation, It
must also file with the Departinent of Labor u full -
description of its plan,

(6) The sponsor of the plan retains his rvight to
appeal adverse determinations through the adniinis-
trative procedures of the Internal Revenue Serviee and
ultimately to the T'ax Court,

(7) In the case of a plan which does not seek In-
ternal-Revenue Service qualifieation for tax purposes,
the Seeretary of Labor ean through the Federal courts
requive complinnee with the participation, vesting,
andd funding stundards of the Lill to the estent suéh
plan ix subject to its jurisdiction.®
B, Opevational Stage Jurisdiction

(1) Plans which ave quilified under the tax law
would generally be audited by the Internal Revenue
Service, Where problems come to the attention of the
Department of Labor, ns a general rule it will deal
direetly with the matters relating to individual bene-
fits but will take up with the Internal Revenue Service
broader issues which relate to the issue as to whether
the plan is operating according to qualified standards,

(2) With respeet to the matters relating to partici-
1|mnts’ benefits which vemain with the Department of

Aabor, it would, assuming violation of Federal law is
involved, secure conipliance by court action.

(3) The Internal Levenue Service would only dis-
qualify a plan for violation of participation or vesting
standards after national oflice review. During the nu-
tional oflice review, the Department of Labor would
be n participant and have i opportiinity to reflect its
views, .Any disqualification, however, would be held
in abeyanee (except in the ease of jeopardy) for a
wriod of at least 60 dnys to determine whethier the

Jepartment of Labor wanted to require compliiiice
through direct court action. The Serviee could, if it
saw fit, hold its action in abeyanee for any additional
period of time it belicved was desirable while the De-
partment of Luabor was secking to conipeél coniplinnee.*

(1) 'The Internnl Revenue Serviee woitld submit. to
the Department of Labor any portions of 30-day let-
ters deiling with pension plans. The Department of
Labor would indicate to the Internal Revenue Service
uny action it has taken with iespeet to individual
henelits,

(5) The Internal‘Revenue Service would in its na-
tional office review of funding with respect to any
employer inform the Departmient of Labor before the
impogition of the 5-percent or lm-;lwl'cent penalty and
give it an opportunity to reflect its views in this re-

ONot full staff agreement with these points.
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speet. In addition, the Department of Labor, vepre-  Pagenumbers
senting the Insurnnce Corporation, could shorteut the

normal administrative procedures of the Internal

Revenue Service and petition the national office to

disqualify a plan where funding is inadequite and

where it is in the interest of the Insurance Corpora-

tion to tuke immediate action, ‘The Department of

Labor could, through its authority to provide vari-

ances, modify the funding requirements.*

(6) ‘The Internul Revenue Service would inform
the Department of Labor before imposing a 5-per-
cent excige tax with respect to cases involving viola-
tions of fiducinry standards by parties in intevest. It
wauld also consult with the Labor Department before
the imposition of any 100-percent penalty in this case.®

(7) The Labor Department would have full juris-
diction over violntions by fiduciaries.®

(8) Employees believing that the administration of

wension plans was not being carried on according to
aw or their contiactunl rights under the plan would
vetain the right to bring action in the Federal cowts.
‘The Internal Revenue Service or Department of Labor
wonld have the right to intervene in any such case if
the case involved the general administrative deter-
minations made by the Internal Revenue Service under
plans generally®

PORTABILITY, SOCIAL SECURITY REGISTRATION,
TAX-FREE ROLLOVERS

1. Central Portability Fund

House bill.—The Ilouse bill does not provide for
a central portability fund,

Nenate amendment,.—\ voluntary central portabil- 191
ity fund is to bo established to enable an employee who (344
changes jobs to consolidate all of his vested retire-
ment. benefits in o single account in a government
maintained central find. Employers with tax-
qualifiedd plans may register (ind wﬁlulmw registra-
tion) with the central fund on a voluntary basis.
When an employee leaves an employer who is regis-
tered with the central fund, he may direct the em-
ployer's qualified plan to pay the value of his entire
vested benefits to the central fund, The central fiind
is to establish an account for each employee on whose
hehalf it reccives funds, ‘The central };iild will invest
its nssets and its income will be allocated to the par-
ticipants’ accounts. Ifunds may be invested in {)}.S.
governnient obligations or interest-bearing accounts
(or certificates of deposit) of banks, savings and loan

¢ "l‘he‘ two departments xhould coordinate the regulations governing parts-n-Interest
ransactions.
'l'l'hete was not full staff agreement on this point.
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associntions, and credit unions which are members
of a Federal insurance system (e.g., Federal Deposit
Insurance Corporation).

Incomo earned on amounts in the central fund will
not be taxed until it is distributed to the participants
or their beneficiaries, and transfers between the cen-
tral fund and qualified plans will be tax-free.

On a participant’s retirement (no earlier than age
59L6 :m(lpno later than agoe 7014) the central fund will
pay him the value of his account or, at his request, will
distribute an annuity contract to him. If a partici-
pant is disabled, payment may be made at that time,
or if he dies prior to retirement or disability, pay-
ment will be made to his beneficiaries. Alternatively,
if a participant is hired by an employer who is a
member of the central fund, the participant may
direct (with this employer’s concurrence) t‘m central
fund to transfor the value of his account to the new
employer’s qualified plan, to purchase actuarily equiv-
alent retirement benefits in this plan. This transfer
would be tax-free.

The central fund is to be operated by the Pension
Benefit Guaranty Corporation which is to be cstab-
lished within the Labor Department (the Corporation
is also in charge of the insurance program, under the
Senate bill), Administrative expenses incurred in car-
rying on the portability program are to be provided
for by appropriations. The Corporation is to cstablish
the rules which govern the fund's operation, ineluding
its rolations with individual participants and
employers,

Staff comment.—Some of the staff believe that the
central portability fund shonld be established and
somo of the staff believe it should not be established.

An alternative that the conferces may wish to con-
sider would be to combine some of the provisions of
the tax-free rollover (described below in'item 2) with
some of the portability provisions in the Senate bill.
Under this possible compromise:

(1) Amounts could be transferred on a tax-free
bnsis from qualified plans to an individiial retire-
ment account when an employes leaves employment.
These fiinds could remain in the individual retivement
account on a tax-free basis until the employce retires,
or until he acquires employment with a new employer.
With the approval of the new employer, the émployee
could transfer funds on a tax-free basis from his indi-
vidual retirement. account. to a yualified plan of this
employer.

22) The Department. of Labor would provide indi-
viduals actuarial assistance on the transfer of funds
from an individih] retirement account to a pension
')lan, so the employee could detcymine if the benefits

18 \\'ast acquiring in the plan were in an appropriate
amount,
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(3) The Department of Labor would be directed to
assist employers, ete., in their efforts to provide greater
retirement protection for individuals who are sep-
arated from employment and covered under plans, The
assistance would include, but not be limited to, the de-
velopment of reciprocity arrangements between plans
in the samo industry or area and the development of
special arrangements for portability or credit within
a particular industry or area.

(4) If a plan allowed an employee, on terminatin
employment, to direct that the amount of his vest
benefits are to be transferred to an individual retire-
ment account, then the plan must allow this for all
participants,

(5) The tax-free transfer from individual retire-
ment accounts to qualified plans would be allowed only
with respect to amounts (and earnings thereon) pre-
viously received from a qualified plan. A soparate ac-
counting would be required to keep track of these
amounts,

(8) A recipient plan could not discriminate (within
the meaning of the Internal Revenue Code) between
participants who wish to transfer money from indi-
vidual retirement accounts to the plan.

(7) Restrictions would be imposed on the trans-
fer of funds from an individual retirement account
to a qualified plan so that individuals could not avoid
existing tax rules by transferring funds between
individual retirement accounts and qualified plans.

2. Tax-free Rollovers

House bill.—These provisions are included only in
Title II. ‘

(1) Money or property may be distributed from a
tax-qualified plan or from an individual retirement
account to the plan participant, on a tax-free basis, if
this same money or property is reinvested by the par-
ticipant within 60 days in a qualifying individual re-
tirement account.

(2) In the case of distributions from a qualified
plan, the distribution must occur on account of the
mdividual’s separation from service and within one
taxable year to quilify for this treatment. Addition-
nllly, %hc patticipant must receive his entire interest in
the plan, - - o
(8) Also, in the cass of distribiitions from a qualified
plan, the amount contributed to the individual retire-
ment amount is to be the amount received, less the
amount contributed to the plan by the individual as
an employeo contribution, ,

(4) Tax-freo rollovers between individual retire-
ment accounts may occur only once every three years,

Page numbders
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Senate amendment.—The provisions of the Senate
ameidment are as {ollows:

(1) Substantially the same as the ITouse bill, In ad-
dition, however, reinvestments may be made on a tax-
free basis in another qualified plan or in the central
portability fund. Furthermore, amounts equal to the
emplayee’s own voluntary nondecluctible contributions
to the plan need not he veinvested.

(2) Substantially the same as the TTouse bill, TTow-
ever, the tax-free rollover is available only with respect
to complete distributions from a plan that occur with-
in 12 months after {ermination of employment.

(%) Amounts equal to the employee’s own voluntary,
nondeductible contributions to the plan may be rein-
vested, but need not be so.

(1) Same as House bill,

Staff comment.—

(1) If the conferces decide to aceept the stafl’s sug-
gostion deseribed above, nnder item 1. Central Port-
ability Fund, then the policy of the Senate bill'allow-
ing reinvestment of a rollover contribution from an
individual retirement acconnt to a qualified plan
should be accepted also to the extent that the amount
initinlly came from a qualified plan.

(2) The conferees may wish to adopt the policy of
the Senate bill with respect to limiting rollovers from
a qualified plan to distributions that oceur within 12
months after termination ef:employment (by regula-
tion the Treasury Departinent could provide for
situations where rollovers woiild be permitted more
than 12 months after employment is terminated).

(3) To the extent that the coniferees adopt the stafl
suggestion in Central Portability Fund. item 1, the
conferees mny wish to provide that employee contri-
Iutions miay be volled over on a tax-free hasis to an
individual retivement account.

(4) This provision is the same in both bills.

3. Registration with Social Security

Ilouse bill—Title T and title IT are essentidlly the
same,

(1) Under title T, cach plan which must file an
annual_ report with the Secretary of Labor is to file
an annual statement regarding individudls who have
termiiniited employment. in the year in question aiid
who have a right to a deferred vested benefit in the
plan. Under title 11, a similar report also is to he
filed with the Internal Revenue Serviee,

(2) The plan adibilstrator also is to furnish each
erson an individiial statement giving him the sanie
mformation which is reported to the Governmiiit,
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(8) The Socinl Security Administration is to
maintain records of the retivement plans in which in-
dividuals have vested benefits, and is to provide this
information to participants and beneficiaries on their
request and also on their application for Social Se-
curity benefits. )

(43 The provisions governing registration with
Socinl Security are to apply to a multiemployer plan
only to the extent provided in regulations.

Senate amendment—The Senate amendment is
substantially the same as the ITouse bill, with differ-
cnees noted below.

(1) Plans are to report only to the Internal Revenue
Service and not to the Seeretary of Labor,

(2). (3) Nodifferences.

(4) No comparable provision.

Staff comment.—The conferees may wish to adopt
the provisions of the TTouse bill.

4. Effective Dates

Ilouse bill—

(1) The tax-free rollover provisions are to take
effect on January 1, 1974,

(2) The provisions for registration with Social Se-
curity are to take effect 6 months after enactment un-
der title I, and are to apply to plan years beginning
after December 81,1975, under titlo I

Senate amendment.—

(1) The tax-free rollover provisions are generally to
he effective on ennctment.

(2) The provisions for registration with Social Se-
curity are to be effective for plan years ending after
December 31,1973,

(3) Tho central portability funds provisions are to
take effect on enactment.,

Staff comment.—

(1) The conferees may wish to provide that the tax-
freo rollover provisions generally are to take effect on
the date of enactiment.

(2) The conferces may wish to lp‘mvide tliat the pro-
visions requiring registration with Social Security are
to apply to plan years beginning after December 31
1975, except. that reports need not be made by Socia
Security for 3 years after that date.

(3) 1f the conferces decide to cstablish n central
portability fund, they may wish to provide that the
central portability fund provisions are to take effect
on enachitient,

O
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