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Comparison of Significant Single-Employer Pension Funding Reform Proposals

	
	ERIC Proposal

	H.R. 2830

	S. 1783


	Minimum Funding Requirements

	Calculation of Liability
	Same as current law.
	Depends on plan’s funded status:

· For plans not at-risk, funding target = present value of all liabilities to participants and their beneficiaries under the plan for the plan year.

· For “at-risk” plans, funding target = present value of all liabilities to participants and beneficiaries under the plan for the plan year (based on assumption all participants will elect lump sums at earliest opportunity) + a “loading factor” (($700 x No. of Plan Participants) + 4% of funding target).

A plan is at-risk if its “funding target attainment percentage” for preceding plan year was less than 60%.  A plan’s funding target attainment percentage is the ratio of the value of the plan’s assets (reduced by any credit balance) to the plan’s funding target.
	Depends on plan sponsor’s financial health:
· For plans not at-risk, funding target = present value of all benefits which are expected to accrue or to be earned under the plan during the plan year.

· For at-risk plans, funding target = present value of all liabilities to participants and beneficiaries under the plan for the plan year (based on additional assumption all participants eligible to elect benefits during the next 7 plan years will elect benefits at such times and in such forms that will result in the highest present value of liabilities.)

A plan is at-risk if the plan sponsor is financially weak and the plan’s funding target attainment percentage is less than 93 percent.  A plan sponsor is financially weak if, as of the valuation date for each of the 3 consecutive plan years ending with the current plan year, the plan sponsor is rated as below investment grade, and at least 2 years during that period are deterioration years.  A deterioration year is a year in which the plan sponsor’s credit rating is lower than its lowest rating for a preceding year in the 3-year period, or in which the plan sponsor receives the lowest rating issued by the rating organization.

	Valuing Assets 
	Same as current law.
	· Use reasonable actuarial method that takes into account fair market value.  

· Asset values averaged over 3 years, but average must be 90% to 110% of assets’ fair market values.
	Use fair market value, but plans may use any reasonable actuarial method providing for the averaging of fair market values over the 12 month period immediately preceding the valuation date.

	Valuing Liabilities
	· Include probability that future benefit payments will be lump sums in the present value calculation.

· Use composite corporate bond interest rate, currently in effect for 2004 and 2005 plan years only, to calculate present value.

· No change to current law smoothing techniques (i.e., use 4-year weighted average interest rate to determine present value of current liability). 
	· Include probability that future benefit payments will be lump sums or other optional forms of benefit in present value calculation.  

· Use segmented corporate bond yield curve to calculate present value.  (The segmented corporate bond yield curve consists of three separate rates, based on maturation dates:  the first segment is based on bonds maturing within 5 years; the second segment is based on bonds maturing between 6 and 20 years; and the third segment is based on bonds maturing in more than 20 years.  The bill gives the Treasury Secretary substantial discretion to establish the corporate bond yield curve.)  The corporate bond yield curve is phased-in over a three-year period.

· Segmented corporate bond yield curve based on 3-year weighted average interest rates as determined by Treasury.  

· Use RP-2000 Combined Mortality Table (Scale AA) to calculate present value.  Plans can apply to use a different mortality table that reflects the actual experience if significantly different from the RP-2000 Combined Mortality Table.
	· Include probability that future benefit payments will be lump sums or other optional forms of benefit in present value calculation.

· Use segmented corporate bond yield curve to calculate present value.  (The segmented corporate bond yield curve consists of three separate rates, based on maturation dates: the first segment is based on bonds maturing within 5 years; the second segment is based on bonds maturing between 6 and 20 years; and the third segment is based on bonds maturing in more than 20 years.  The bill gives the Treasury Secretary substantial discretion to establish the corporate bond yield curve.)  The corporate bond yield curve is phased in over a 3-year period, beginning in 2007.
· Segmented corporate bond yield curve based on 12 month average of yields on investment grade corporate bonds with varying maturities.
· Use RP-2000 Combined Mortality Table (Scale AA) to calculate present value.  Plans can apply to use a different mortality table that reflects actual experience if significantly different from the RP-2000 Combined Mortality Table.

	Valuation Date
	Same as current law. 
	First day of the plan year for plans with more than 500 participants.
	First day of the plan year for plans with more than 100 participants.

	Minimum Contribution 
	Require deficit reduction contribution (DRC) payments if plan is less than 90% funded.


	· If plan assets (reduced by any credit balance) < funding target, then minimum required contribution = target normal cost + required amortization payments + waiver amortization charge.

· If plan assets (reduced by any credit balance) > funding target, then minimum required contribution = target normal cost less the excess of plan assets over the funding target.

· In all other cases, minimum required contribution = target normal cost.

· Waivers available in cases of temporary substantial business hardship.
	· If plan assets (reduced by any credit balance) < funding target, then minimum required contribution = target normal cost + shortfall amortization charge + waiver amortization charge.
· If plan assets (reduced by any credit balance) = or > funding target, then minimum required contribution = target normal cost less the excess of plan assets over the funding target.

· Waivers available in cases of temporary substantial business hardship.



	Amortization Rules
	Plans must amortize plan amendments increasing benefits over 10 years (instead of 30).  Otherwise same as current law.


	If there is a funding shortfall (i.e., the value of plan assets (reduced by any credit balance) is less than the funding target) for a year, the plan must amortize the shortfall in 7 level annual payments.  

The shortfall amortization base for all preceding plan years is reduced to zero if the plan’s funding shortfall for a plan year is zero.  (If the plan sponsor elects to use a credit balance to reduce its minimum required contribution for the plan year, it must reduce the value of the plan’s assets by the credit balance in order to calculate the funding shortfall for this purpose.)  
	If there is a funding shortfall (i.e., the value of plan assets (reduced by any credit balance) is less than the funding target for a year), the plan must amortize the shortfall in 7 level annual payments.  The shortfall amortization base for all preceding plan years is reduced to zero if the plan’s funding shortfall for a plan year is zero.

For plan years beginning after 2006 and before 2009 only the “applicable percentage” of the funding target will be taken into account for purposes of determining the funding shortfall for the plan year.  The “applicable percentage” is 93 percent for 2007 plan years, 96 percent for 2008 plan years, and 100 percent for all subsequent plan years.

	Credit Balances
	Plan sponsors can use credit balances to offset minimum required contributions for the current year, but credit balances adjusted annually for investment performance.
	Plan sponsors can use credit balances to offset minimum required contributions for the current year only if the ratio of the value of the plan’s assets for the preceding year (reduced by any credit balance) to the plan’s funding target for the preceding year is at least 80%. Credit balances must be adjusted annually to reflect the rate of net gain or loss experienced by all plan assets during the preceding year.

Plan asset values are reduced by credit balances for several purposes, including determining a plan sponsor’s minimum required contribution and a plan’s funding target attainment percentage, which is used to determine a plan’s funding target and whether certain restrictions on benefit increases, future accruals, or lump sum distributions apply.  See Calculation of Liability and Minimum Contribution, above, and Special Rules for Underfunded Plans and Lump Sum Distributions, below.  However, a plan sponsor can elect to reduce its plan’s credit balance before determining the value of plan assets or using the credit balance to offset part of the minimum required contribution for a plan year.
	Plan sponsors can use credit balances to offset minimum required contributions.  But if the ratio of the value of a plan’s assets for the preceding year to the plan’s funding target for the preceding year is less than 80%, the plan sponsor may not use any credit balance for a plan year unless it makes aggregate contributions to the plan not less than the greater of the plan’s target normal cost or 25% of the minimum required contribution for the plan year.  Credit balances must be adjusted annually to reflect the rate of net gain or loss experienced by all plan assets during the preceding year.
Plan asset values are reduced by credit balances for purposes of determining a plan sponsor’s minimum required contribution and a plan’s funding shortfall.

	Timing of Contributions
	Same as current law.
	Plans must make quarterly funding contributions if they had a funding shortfall for the preceding plan year.  All plans must make final contribution no later than 8.5 months after the close of the plan year.
	Plan sponsors must make quarterly funding contributions if their plans had a funding shortfall for the preceding plan year of more than $1 million.  All plan sponsors must make final contributions no later than 8.5 months after the close of the plan year.

	Special Rules for Underfunded Plans
	· No benefit increases if plan is less than 70% funded and has been less than 100% funded for more than a year.


	· Limits on benefit increases:

· If funding target attainment percentage is less than 80%, no benefit increases unless plan sponsor makes minimum required contribution plus additional contribution equal to the increase in the funding target attributable to the benefit increase.

· If funding target attainment percentage is 80% (or greater), no benefit increases that would cause the funding target attainment percentage to fall below 80% unless plan sponsor makes minimum required contribution plus enough to return funding target attainment percentage to 80%.

· Mandatory freeze on future benefit accruals if funding target attainment percentage is less than 60%.

(The funding target attainment percentage is the ratio of a plan’s asset values (reduced by any credit balances) to its funding target for purposes of these restrictions.  However, if a plan’s funding target attainment percentage would be at least 100% if its asset values were not reduced by any credit balances, the plan is not subject to these limitations.)

· Executives subject to tax immediately on amounts set aside to fund their nonqualified deferred compensation plans if company’s defined benefit plan is “at risk.”  See Calculation of Liability, above.
	· Limits on benefit increases:

· If adjusted funding target attainment percentage is less than 80%, no benefit increases unless plan sponsor makes minimum required contribution plus additional contribution equal to the increase in the funding target attributable to the amendment.

· If adjusted funding target attainment percentage is 80% (or greater), no benefit increases that would cause the adjusted funding target attainment percentage to fall below 80% unless plan sponsor makes minimum required contribution plus additional contribution sufficient to result in an adjusted funding target attainment percentage of at least 80%.

· Mandatory freeze on future benefit accruals during a “severe funding shortfall period.”  A severe funding shortfall period occurs when a plan’s adjusted funding target attainment percentage is less than 60%.  A plan sponsor can avoid the freeze by contributing enough to the plan to increase the adjusted funding target attainment percentage to at least 60%.
· Plan sponsors may not fund nonqualified deferred compensation arrangements during a “restricted period.”  A “restricted period” generally includes any time a plan’s adjusted funding target attainment percentage is less than 60% (80% for at-risk plans), the plan sponsor is in bankruptcy, or the 12-month period beginning 6-months before an underfunded plan terminates.  If a plan sponsor funds a nonqualified deferred compensation arrangement during a restricted period, executives will be subject to tax immediately on amounts set aside on their behalf.  Also, plan fiduciaries will have an ERISA cause of action against the plan sponsor to recover the amounts transferred and any related earnings, as well as attorney’s fees.

	Lump Sum Distributions
	· Use composite corporate bond rate to calculate lump sum distribution amount.

· For restrictions on paying lump sums when plan sponsor is in bankruptcy, see Bankruptcy Protections for PBGC, below.


	· Use segmented corporate bond yield curve to calculate lump sum distribution amount, but interest rate based on current yields rather than 3-year weighted average of yields.  (The corporate bond yield curve is phased in over a 5-year period for this purpose.)

· No lump sums or other accelerated benefit forms if funding target attainment percentage is less than 80%.  Plan must notify participants and beneficiaries within 30 days of becoming subject to this restriction.  (The funding target attainment percentage is the ratio of a plan’s asset values (reduced by any credit balances) to its funding target for purposes of this restriction.  However, if a plan’s funding target attainment percentage would be at least 100% if its asset values were not reduced by any credit balances, the plan is not subject to this restriction.) 
	· Use segmented corporate bond yield curve to calculate lump sum distribution amount, but interest rate based on 3-month rather than 12-month average of yields.  The yield curve is phased in over 3 years beginning in 2007.  Plans must continue using the 30-year Treasury rate to calculate lump sum distribution amounts in 2006. 
· No lump sums or other accelerated benefit forms during prohibited period, unless the payment does not exceed the lesser of 50% of the amount of the payment that would be made in the absence of the prohibition, or the present value of the maximum PBGC guarantee.  A prohibited period generally is a period when the plan’s adjusted funding target liability percentage is less than 60%, the plan sponsor is in bankruptcy, or the plan has a liquidity shortfall.  Plans must notify participants and beneficiaries within 30 days of becoming subject to this restriction.

	Permitted Additional Funding

	Maximum Deductible Contribution
	· Maximum deductible contribution = 130% of current liability plus future salary and benefit increases.

· Repeal the combined plan limit for PBGC-insured plans.

· Eliminate the 10% excise tax on nondeductible contributions.
	· Maximum deductible contribution for at-risk plan = (150% of applicable funding target + target normal cost) over value of plan assets.

· Maximum deductible contribution for all other plans = (funding target if plan were at-risk + target normal cost if plan were at-risk) over value of plan assets.

· Combined plan limit does not apply unless employer contributions to defined contribution plans exceed 6% of compensation.
	· Maximum deductible contribution is 180% of current liability.
· Combined plan limit does not apply unless employer contributions to defined contribution plans exceed 6% of compensation.

	Excess Assets
	Allow plan sponsors to use excess pension assets to fund 401(k) plan accounts on behalf of pension plan participants.
	No proposal.
	No proposal.

	Pension Benefit Guaranty Corporation

	Fixed-Rate Premium
	Same as current law.
	Increase to $30 per participant, but phase in over 3 years for plans with funding target attainment percentages of less than 80 percent, and over 5 years for all other plans.  (Plan asset values are reduced by any credit balances for purposes of calculating the funding target attainment percentage.  See Calculation of Liability, above.)
	Increase to $30 per participant effective for 2006 and subsequent plan years.  The PBGC Board of Directors will be required to submit recommendations for adjusting the flat-rate premium rate to Congress in 2011, and thereafter in 5-year intervals.  The report must consider the Social Security Administration’s national wage index, the PBGC’s financial status, and the impact of any premium increase on plan sponsors.   

	Variable-Rate Premium
	Same as current law.
	Replace variable-rate premium with risk-based premium.  The risk-based premium applies to all plans with funding shortfalls, which for this purpose is the excess of the present value of vested benefits over the fair market value of the plan’s assets (reduced by any credit balance).  The segmented corporate bond yield curve is used to calculate the present value of vested benefits, but interest rate based on current yields rather than the 3-year weighted average of yields.  
	Replace variable-rate premium with risk-based premium and eliminate the full funding exemption.  The risk-based premium amount is calculated by reference to the plan’s “unfunded vested benefits,” which is the difference between the present value of the plan’s vested benefits and the fair market value of the plan’s assets.  The segmented corporate bond yield curve is used to calculate the present value of vested benefits, but the interest rates are based on current yields rather than the 12-month average.

	Bankruptcy Protections for PBGC
	· Freeze PBGC guarantee when plan sponsor enters bankruptcy.

· Lump sums limited to plan’s funded status (e.g., if plan is 80% funded, eligible individuals could receive 80% of their benefit in the form of a lump sum).

· Shutdown benefits limited to plan’s funded status.
	Permit PBGC to perfect and enforce liens against plan sponsors and controlled group members for missed pension contributions, but only if plan’s funding target attainment percentage is less than 100% and if the unpaid balance is more than $1 million.
	· If a plan terminates after the plan sponsor files for bankruptcy, the bankruptcy filing date is used as the plan termination date for purposes of applying the PBGC benefit guarantee and the asset allocation rules.
· Permit PBGC to perfect and enforce liens against plan sponsors and controlled group members for missed pension contributions, but only if plan’s funding target attainment percentage is less than 100% and if the unpaid balance is more than $1 million.

	Alternative Funding Agreements
	No proposal.
	No proposal.
	Authorize the Treasury Secretary, in consultation with the PBGC, to enter into alternative funding agreements with plan sponsors if such an agreement might help prevent a distress or involuntary termination.  The alternative funding agreement would supersede the otherwise applicable minimum funding requirements under the IRC and ERISA.  This process may be initiated by the PBGC or by a plan sponsor in certain circumstances.  The Treasury Secretary must determine an alternative funding agreement would be in the best interests of the plan’s participants and beneficiaries, and all unions representing plan participants must approve the agreement before it takes effect.  The agreement also must include certain specific elements, including an additional amortization schedule of no more than 10 years and a termination date (or schedule of termination dates) that would apply for purposes of the PBGC guarantee if the plan terminates while the agreement is in effect.  

	Shutdown Benefits
	Treat shutdown benefits as a plan amendment for both funding and PBGC guarantee purposes.  
	Prohibit shutdown benefits.
	Treat shutdown benefits as a plan amendment adopted on the date the shutdown occurs for purposes of the PBGC guarantee.  (This has the effect of limiting the extent to which the shutdown benefits are guaranteed if the shutdown occurs less than 5 years before the plan’s termination date.)  This change applies to shutdowns occurring after July 26, 2005.  

	Disclosure

	Section 4010 Notice
	No proposal.
	· Plan sponsor must file an ERISA § 4010 notice with PBGC if its plans’ aggregate funding target attainment percentage is less than 60%, or if its plans’ aggregate funding target attainment percentage is less than 75% and the PBGC determines there is substantial unemployment or underemployment and the sales and profits are depressed or declining in the plan sponsor’s industry.

· Plan sponsor must notify participants and beneficiaries, as well as the House Committee on Education and the Workforce and the Senate Committee on Health, Education, Labor, and Pensions, within 90 days of filing an ERISA § 4010 notice with PBGC.  This notice also must include information about the plan sponsor’s other single-employer plans that are in at-risk status.


	· Require plan sponsor to file an ERISA § 4010 notice with PBGC if (1) the plan’s aggregate funding targets attainment percentage is less than 60%, or (2) the plan’s aggregate funding target attainment percentage is less than 75% and the PBGC determines there is substantial unemployment or underemployment in the plan sponsor’s industry, and the sales and profits are depressed or declining in that industry.
· Continue to require plan sponsor to file an ERISA § 4010 notice with PBGC if the plan’s aggregate unfunded vested benefits exceed $50 million, but only if the plan’s aggregate funding targets attainment percentage is less than 90% or the plan sponsor (or any debt instrument of the plan sponsor) has received a below investment grade rating.
· SAR must include the plan’s benefit liabilities (determined using PBGC assumptions), at-risk funding target, and funding target attainment percentage.

· PBGC must prepare an annual summary of the § 4010 information it receives and submit it to the Senate HELP Committee and the House Committee on Education and the Workforce.

	Form 5500
	No proposal.
	· All defined benefit plans must include ratio of active participants to inactive participants on Form 5500.

· Form 5500 for a new plan resulting from the merger of two or more plans must disclose the funded ratio for each pre-merger plan for the preceding year and the funded ratio for the new combined plan for the Form 5500 filing year.

· Schedule B must include a statement explaining the actuarial assumptions and methods used in projecting future retirements and forms of benefit distributions under the plan.

· Secretary of Labor may extend Form 5500 due date beyond 275 days after the end of the plan year only on a case by case basis and only in cases of hardship.

· Plans must file identification, basic plan information, and actuarial information included in Form 5500 in electronic format.  The Secretary of Labor must make this information available on a Web site within 90 days of the Form 5500 filing, and the plan sponsor must display the information on its Web site.
	· Form 5500 for a new plan resulting from the merger of 2 or more plans (“combined plan”) must disclose the funding target attainment percentage for each pre-merger plan for the preceding year and the funding target attainment percentage for the combined plan for the Form 5500 filing year.
· Schedule B must include a statement explaining the actuarial assumptions and methods used in projecting future retirements and forms of benefit distributions under the plan.

· Labor Secretary may not extend the Form 5500 filing deadline for a pension plan beyond 285 days after the end of the plan year except in cases of hardship.  Any such extensions must be granted on a case-by-case basis.

· Plans must file identification, basic plan information, and actuarial information included in Form 5500 in electronic format.  DOL must make this information available on a Web site within 90 days of the Form 5500 filing, and the plan sponsor must display this information on its Web site.

	Summary Annual Report
	Replace SAR with annual statement of the plan’s funded status based on timely information currently available – such as information on plans compiled for SFAS 87 disclosure.
	· SAR must be written in a manner calculated to be understood by the average plan participant, and must include the plan’s assets and liabilities as reported on the three most recent Form 5500 filings.

· Accelerate deadline for furnishing SAR to participants and beneficiaries to 15 business days after the Form 5500 filing deadline.
	· Accelerate the deadline for providing the SAR to participants and beneficiaries to 30 days after the Form 5500 filing deadline.  A plan administrator can satisfy this requirement by posting the SAR to the plan sponsor’s Web site within this timeframe, but it must actually distribute the SAR no more than 30 days after the date of posting. 

· Require SAR to be written in a manner calculated to be understood by the average plan participant.

	Annual Funding Notice
	No proposal.
	Require plans to furnish a funding notice to all participants and beneficiaries, their labor representatives, and the PBGC no more than 90 days after each plan year ends.  The notice must include the ratio of inactive participants to active participants, the ratio of the plan’s assets to projected liabilities, a statement of the plan’s funding policy and asset allocation, and a summary of the rules for plan terminations.  (This is a modified version of the annual funding notice that multiemployer plans are required to provide under current law.)
	Require single-employer plans to provide a funding notice to all participants and beneficiaries, their labor representatives, and the PBGC, no more than 90 days after each plan year ends.  The notice must include the plan’s funding target attainment percentage for the current year and the 2 preceding plan years; a statement of the values of the plan’s assets and liabilities; the number of active participants, retired or otherwise separated participants receiving benefits, and retired or otherwise separated participants entitled to future benefits; a statement of the plan’s funding policy and the asset allocation of the plan’s investments; a description of any pending plan changes that will have a material affect on plan assets or liabilities; and a summary of the rules regarding plan terminations and the limitations on benefits guaranteed by the PBGC.  The Secretary of Labor will publish a model notice plans can use to satisfy this requirement.  (This is a modified version of the annual funding notice that multiemployer plans are required to provide under current law.)

	Hybrid Plans

	Age Discrimination Rules
	Clarify retroactively and prospectively that cash balance, pension equity, and other plans that recognize the time value of money are not age discriminatory.
	Clarify prospectively only that defined benefit plans – including hybrid plans – are not age discriminatory as long an older participant’s accrued benefit at any date, as determined under the plan’s formula (disregarding any subsidized early retirement benefit), would be equal to or greater than the accrued benefit of any similarly situated younger participant.  (A similarly situated younger participant is someone who is identical to the older participant in every respect (including period of service, compensation, position, date of hire, and work history, et al.) except age.)  Also clarify that cash balance plans are not age discriminatory under this standard solely because interest credits are included in the accrued benefit.
	Clarify prospectively only that “qualified cash balance plans” do not violate federal age discrimination rules merely because younger participants are expected to receive interest credits over a longer period than older participants.  (This protection does not apply if pay or interest credits decrease because participants attain any age.)  Treasury regulations will extend this relief to other hybrid plans that have “an effect similar to a cash balance plan.”  (See Benefit Mandates, below, for the definition of a “qualified cash balance plan.”)
This change would be effective for periods after July 31, 2005.  The bill includes a “no inference” clause for periods before the effective date.


	Benefit Mandates
	No proposal.
	No proposal.
	· In order to be a “qualified cash balance plan,” the plan must provide for 100% vesting of employer contributions after 3 years of service.
· In order to be a “qualified cash balance plan,” the plan must pay interest credits at least as great as the Federal mid-term interest rate.

In the case of cash balance plans in existence on July 31, 2005, the vesting and interest credit rate requirements will apply to years beginning after December 31, 2006 unless the plan sponsor elects them to apply for any period after July 31, 2005, and before the first year beginning after December 31, 2006.

	Conversions
	Conversions from traditional to hybrid plan formulas comply with the age discrimination standards if:

· neither the old benefit nor the new benefit formula discriminates, on its face, on the basis of age; and

· the conversion does not violate the anti-cutback rule as in effect on the date of the conversion.
	No proposal.
	All conversions must be to “qualified cash balance plans.”  Following the conversion the accrued benefit of each participant who was a participant as of the effective date of the conversion may not be less than the accrued benefit determined according to 1 of 3 accepted methods, which is specified in the plan and applied uniformly to all participants.  The 3 accepted methods are as follows:
1. NO WEARAWAY – Accrued benefit is the sum of participant’s pre-conversion accrued benefit (as determined under the terms of the plan in effect before the conversion) and the post-conversion accrued benefit (as determined under the new formula for service after the conversion).  Also, plans must either (1) provide the accrued benefit for all participants for the first 5 years following the conversion will be the greater of the accrued benefit determined under the pre- and post-conversion formulas, or (2) give participants who were at least 40 years old and had a combined age and years of service of at least 55 as of the conversion, the greater of the accrued benefit under the pre- and post-conversion formulas  or the opportunity to elect which formula will be used to determine their accrued benefits.  For purposes of option (2), the plan designates which method will be used.
2. GREATER OF – Accrued benefit is either the greater of the accrued benefit as determined under the pre- and post-conversion formulas, or, at the participant’s election, the accrued benefit determined under the pre- or post-conversion formulas.
3. METHOD PRESCRIBED BY REGULATIONS – Accrued benefit is determined under regulatory method that requires a plan to provide additional credits or increases in initial account balances in amounts substantially equivalent to the benefits that would be required under methods 1 and 2.
This change would apply to plan amendments adopted after, and taking effect after, July 31, 2005.

	Whipsaw
	Eliminate whipsaw retroactively and prospectively.
	Eliminate whipsaw prospectively by permitting cash balance and other hybrid plans to define participants’ accrued benefits as their account balances so long as the plans’ interest credit rates are not greater than a market rate of return.
	Eliminate whipsaw prospectively by permitting “qualified cash balance plans” to define participants’ accrued benefits as their hypothetical accumulation account balances.
This change would be effective for periods after July 31, 2005.

	Mergers and Acquisitions
	No proposal.
	No proposal.
	Require the Treasury Secretary to issue regulations for applying these provisions to cash balance conversions made with respect to a group of employees who become employees by reason of a merger, acquisition, or similar transaction.

	Anti-Backloading Rules
	· Amend anti-backloading rules, retroactively and prospectively, to provide that a plan providing participants with a benefit produced by two or more alternative formulas will comply with the anti-backloading rules if each formula, tested separately, complies with those rules.

· Clarify retroactively and prospectively that if a plan provides for an offset for benefits provided by another plan, the plan will comply with the anti-backloading rules if the gross benefit formula (i.e., before application of the offset) complies with the anti-backloading rules.
	No proposal.
	No proposal.

	Nondiscrimination Rules
	Direct the Treasury Department not to revisit the nondiscrimination testing issue raised by proposed IRC § 401(a)(4) regulations that Treasury has withdrawn.
	No proposal.
	No proposal.

	Determination Letters
	Direct the Treasury Department to begin issuing, by a date certain, determination letters to plans that have been converted from traditional to hybrid formulas.
	No proposal.
	No proposal.


� The ERISA Industry Committee (“ERIC”) issued its pension reform proposals in May 2005.  Additional details are available on ERIC’s Web site, at � HYPERLINK "http://www.eric.org" ��http://www.eric.org�.  


� Representative John Boehner (R-OH) introduced H.R. 2830, the Pension Protection Act, on June 9, 2005.  The Committee on Education and the Workforce, which Representative Boehner chairs, reported the bill on June 30, 2005.  (Additional details are available on the Committee’s Web site, at � HYPERLINK "http://edworkforce.house.gov/" ��http://edworkforce.house.gov/�.)  This is a summary of the Committee-approved bill.     


� Senator Charles Grassley (R-IA) introduced S. 1783, the Pension Security and Transparency Act, on September 28, 2005.  This is a summary of the bill’s pension funding and hybrid plan provisions, as introduced.  It does not include references to the bill’s proposals regarding multiemployer plans, or investment advice and other defined contribution plan-related proposals.





Prepared by Deloitte Consulting LLP for The ERISA Industry Committee (ERIC) 
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