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To amend the Employee Retirement Income Security Act of 1974 and the
Internal Revenue Code of 1986 to provide for cooperative and small
employer charity pension plans.

IN THE SENATE OF THE UNITED STATES

JULY 16 (legislative day, JULY 15), 2013

Mr. HARKIN (for himself, Mr. ROBERTS, Mrs. MURRAY, Ms. MURKOWSKI, Mr.
FRrRANKEN, Mrs. MCcCASKILL, Mr. BLUNT, Mr. MORAN, Mrs. HAGAN, Mr.
NELSON, Mr. JOONSON of South Dakota, Mr. HEINRICIH, Mr. GRASSLEY,
Mr. INTOFE, Mrs. SHAIEEN, Mr. BoozMAN, Mr. DONNELLY, Mr. [SAK-
SON, Mr. Exzi, Mr. CoamBLiss, Mr. JoHANNS, Mr. COCHRAN, Mr.
Kirg, Mr. WICKER, Mr. DURBIN, Mr. BARRASSO, Mr. WHITEHOUSE, Ms.
MIKULSKI, Ms. STABENOW, Mr. PRYOR, Mr. THUNE, Mrs. FISCHER, Mr.
UpALL of New Mexico, Ms. WARREN, and Mr. MANCHIN) introduced the
following bill; which was read twice and referred to the Committee on
Health, Education, Labor, and Pensions

OCTOBER 30, 2013
Reported by Mr. HARKIN, with an amendment

[Strike out all after the enacting clause and insert the part printed in italic]

A BILL

To amend the Employee Retirement Income Security Act
of 1974 and the Internal Revenue Code of 1986 to
provide for cooperative and small employer charity pen-

sion plans.
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Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS:
SEC: 2:. CONGRESSIONAL FINDINGS AND DECEARATIONS OF
POLICY-
retirement:
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3
PLOYER CHARITY PENSION PLANS.

exeept as provided i this subseetion; a 651€ plan
18 & defined benefit plan (other than a multiemployer
phen)—
to—
“) seettonr HOHaH2) of sueh Aet;
afel
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4
treated as a sthele emplover wnder subseetton by or
poses of determinine #f a plan was maintained by

“(j;) ‘\‘69631111]% APRER AND E;%[ AT I% MPEOYER ‘\‘II ARIFY

exeept as provided i Hhis subseetion; & GSEC plan
1s & defined benefit plan fother than & multtemployer
pher—

to—
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5
atd
B} that; as of Jamvary 1 20435 was
treated as a sthele emplover under subseetton b or
{er shall be treated as a sthele emplover for purposes
of determinine H a plan was mamtained by more
SEC. 4. FUNDING RULES APPLICABLE TO COOPERATIVE
AND SMALL EMPLOYER CHARITY PENSION
PLANS.
et seeq) 15 amended by adding at the end the fol-
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the term -acenmulated fundine defieteney for a GSEC
thts seettonr apphes shal estabhsh and tatntatn a
tHons
2 CHARGES $6 Accotr—or o plan vear;
the sum of—
trred)—
“ 1t the ease of a plan 1 existenee
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e Hhe ease of o phar whieh cotres
to whiceh seetion 302 apphies; over a pertod
of 50 plan years;
v} i the ease of o phrt that + stb-
of—
errrvover brahttee whd prefardine bal-
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8
section 30341 as of the end of sueh

3 2043,
over & pertod of 15 vears;

v separately; with respeet to each
Fears; and

¥t separately; with respeet to each
tsed under the plan; over a period of 10
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9
fally amortized) over a perted of 5 plan years;
tized) over a pertod of 5 plan years any amount
tizedh over a pertod of 20 vears the eontribu-
3 CREBIPS 1o AccotNt—or a plan year;

the st of—

trmee—
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iy separately; with respeet to each
steh year; over a pertod of 15 plan years;
i) sepuarately; with respeet to each
thder the plan; over & period of 5 plan
iy separately; with respeet to each

tsed thder the plan; ever a pertod of 10

D) i the ease of a plan vear for whieh

steh plan year follows a plan year for whieh
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eount; and
Peeember 315 20435 m the ease of a plan that

_649_“ %{N ’\I I;IP IP (i AA‘ P I) ‘7’]1'1{\ lWrIVerlP ‘1 4% !l(’l P VIV{V

ortized over a pertod determined on the basis of
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13
ant to their terms and this seetion; exeept that sueh
dueed to zero-
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portfelie of a plan shall be determined by usine
ente; restt oo totad contribution equivalent to

o if
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A a ehatee i henetits ander the Soetal
ated wreber Modeed o Serbe e o
=Bt o ehtroe 1 the defintton of the term
etitte Code of 986 o chrtee 1 Hhe amont

ander a plan, steh iherease or deerease shall be
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ander a plan; the spread eain fondime methods
oy Mo aAMottr—In the ease of &
of—
Hete ahy Herease of deerease 1 steh uh-
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shall beeome the fanding method used to deter-

#pply to oy ehange made purstatt to; or per-
=t FHeR PEvbEve—H s of the dose of o

plan year; a plan would Grithout regard to this para-
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= FrEERENBRYG ERHERR N —or pre-

poses of paragraph {6); the term Fal-tandine hmtta-
over

S b erdie—h te event shal

whder subparacraph (A) be less thah the

“H 90 pereent of the enrrent k-

paragraph {4 of stubseetion thp of
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Fear); over

eottht:

seetioh; a determination of expertenee eaths and
a date within the plan year to which the

*S 1302 RS
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ot tess Hiatt H00 pereent of the phs enre-

e method to use a prier year valwation;
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tromths sfter the elose of the phi vents

shall e deeted to hve heen made on sueh bt day.
G0} ANTICIPATION OF BENBEREP INCREASES

{other than a multiemployer plan) shall antieipate
ble to the phan-

for a pertod of time {not i exeess of 10 years) i suceh

1 a stubstantial risk to the volantary contint-
atton of the phas or
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=Eb g sthstantial envtathnent of pension ben-
ARPD—
= B bR 5196 phat sehieh tses o
For a plan year the alternattve minimum fondine
eredit methods
atd
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= By eBavERE—H o E phat wehieh s
a funded earrent habiity percentage for the pre-
pay the fall amount of a required mstallment for the
ereater of—
of sueh plan year); or
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SL2) AMOENT OF ENPERPAYMENT. PERIOD OF

ont or before the due date for the mstall-
et
peviod for which interest is chareed under this
mstabintent to the date on which suelt portion is
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A Pl By 4 Pesre b PR —
There shalt be 4 required mstathments for each

“In the ease of the following The d late is:
FBE oo Aprit 15
DA e July 15
BEA oo Oetober 15
R Jantary 15 of the followine yvear
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Fear was not a year of 12 months:
to the extent that the value of the Heawid assets
patd i sueh mstalment s less than the heatd-
pht other that o ph desertbed 1 seetion
“f i requived to pay instatments
ander this subseetion for a plan year; and
i hes e heridite shortfad for ane
prrposes of paragraph (b any perten of an
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pereent:
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B exeeeds an ameunt equd to 2
camstanees:

PREAN- 'I‘hEi :EEH'Hﬂ ‘EHSIDJ:H]‘SE]%% A’Ht fﬂ‘ff]ﬁ ﬂ_}e
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eats; with respeet to any reetived instat-
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“Y Rectartons—The Seeretary of the
Heeessaty to earry ottt this paragraphs:

“6) Frseat YRARS AND SHORF YEARS—
A Fsear YEARS—In applyine  Hhis
stbseetion to o plan vear begmnine oh any dute

other than January 15 there shall be substitated
By SHORT PEAN YEAR—This subseetion

“fey hrostrroNy oF ey WHERE FBatre Te
Maks REQUEIRED

AVa m

= by cRnERE—T the case of o ph to

atrel

*S 1302 RS



O o0 N N W B W=

[\© TN NG T NG TR NG I NG R NS R N e T e e T e T e T T
b A W D= OO NN N N B, WD = O

31
all preeeding such mstallments or other pay-
$1:000000;
property and riehts to property; whether real or per-
sotad; belongthe to steh person and any other per-
soh who 18 o member of the same controled eroup
of whieh steh person 8 a member:
This subseetion shall apply to & GSEC plan for any
atrel

*S 1302 RS
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committine a fatlare desertbed i paraeraph

chte date for the requtred mstathment or other

amotnt with respeet to which & hen s 1mposed
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& Hen inpesed by subseetion {1 and the
=Ehh
st

seetton—
payment other than a required mstallment; the
due date shall be the date saeh payment s re-

Hot—
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or disabiity or
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Seeretary of the Treasury may by regula-
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36
retury of the Trenstry shall periodicnlly fat

“(‘ ) E;lel ARATE MORFAFEY FABEES FOR
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dates
speet to individuals deseribed i sueh sub-
tretpant to whom this paragraph apphes; only
errrent Hability of the plan
purpeses of this subparagraph; the appheable

*S 1302 RS



O o0 9 N U kA WD =

e T S e e S T =
O© o0 N O »n B~ WD = O

20

ahy partetpant who; at the tine of beeomine a
plover or a member of the same controled
erotp of which the emplover 18 a member;

“Hi whe first becomes a partetpant

21 o prrposes of this seettors the term Franded enrrent B-

*S 1302 RS
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abthty pereentage’ meas; with respeet to any phan year;
with tespeet to the trabstion of o 5996 plan from the
this seettot; 1 the ease of a 516 plan, the require-
paragraph (B); by striking the period at the

*S 1302 RS
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end of sabparagraph () and mserting <5 and™
) in the ease of a GSEC plan; the em-
a ESEE plan’s
whder SO
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i) strikine “watvers” i the headine
beseets ) o insertine Swiver
oF exterstos—
pheabte;
“F03eH2) or SO6(BH2HEO); whichever 8
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and dnserting “singl-cmployer phen fother

than & 6516 plan—
tion 206 of the Bmplovee Retivement Ineome
Seerrits et of FHH 20 st He6 1
apply to & CSEC plan {(as defined in seetion
nhder seetion 206(e) of the Bmplovee Retirve-
feet wwith respeet to o 96 phat as of the hast
ey of the last plan year begiming before Jan-

*S 1302 RS
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4
(5) BENEFIT INCREASES 3} of
Aet or seetion 4300HIHD) and (B) of the Internal
and B or 306{eH ) and B) of this Aet or see-
fom 430 and (3} or 433HeHIHA) and (3

*S 1302 RS
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BodHDE and B or 433 and (B) of
U560 1370 18 amended by strikne “seetton
HI of subehapter D of ehapter 1 of sabtitle A of the

the term -acenmulated fundine defieteney for a GSEC

*S 1302 RS
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thts seettonr apphes shal estabhsh and tatntatn a
Hot:
S CHRRGES PO et —Ror o phttt e

the sum of—
trred)—

“ 1t the ease of a plan 1 existenee
e Hhe ease of o phar whieh cotres
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of 30 plan years;
over a pertod of 15 years;
“Lv) in the ease of a plan that 18 sub-
of—
over & pertod of 15 years;
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“tv) separately; with respeet to each
steh year; over a pertod of 15 plan years;
b separately; with respeet to eaech
wnder the phan over a period of 5 plan

“fvi) separately; with respeet to each
tsed thder the plan; ever a pertod of 10

fally amortized) over a pertod of 5 plan years;

tized) over a pertod of 5 plan years any amount

*S 1302 RS
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“5) the amount necessary to amortize in
tizedd over o pertod of 20 vears the contrtbu-
tions which woudd be required to be made ander
Fore the etetment of the Pension Proteetion
Aet of 20061

the st of—

the emplover to or wder the plan for the phe
year;
tizedh—
“fiy separately; with respeet to eaeh
stach year; ever a period of 15 plan years;
“fiy separatels with respeet to each

*S 1302 RS
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whder the plan; oever a pertod of 5 phlan

“B) in the ease of a plan year for which
eount; and
Peeember 315 20435 m the ease of a plan that

*S 1302 RS
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fay be—
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stthseetion thH2HETG o for prrposes of ahs -
for the Ist month of sueh plan vear); o

tton- In the ease of a plan that 13 subjeet to seetion
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o3
plakt years beoinnine before such date shall be re-
duaeed to zero-
afd experienee eaths and losses shalt be determined
wdet Hie phae
vatie of any dedieated bond portfolio of & plan
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ente; restt oo totad contribution equivalent to

o if

A a ehatee i benetits ander the Soetal
ated sreber Modeed o Serbe e o

=Bt o ehtroe 1 the defintton of the term
Srages. under seetton 3121 or & chanee i the
40HerH5);

*S 1302 RS



[E—

55
ander a plan; steh inerease or deerease shall be

O o0 9 AN U B~ W

[\© TN NG N N T NS I NS R NS R N e T e e T e T e e T
b A W D= O 0 NN NN R, WD = O

L Myt AMotE—Th the ease of &

*S 1302 RS



O o0 N N B W =

O TN NG T N T NG I NS R NS R N e T e e T e T e e T
b A W D= OO0 NN NN R, WD = O

D6

of—

tizihe ahy erease or deerease i sueh wn-

for a plan is chaneed; the new fandineg method
chanee made pursaant to; or permitted by sub-

*S 1302 RS
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for a plan i3 chaneed; the new plan year shall

of sueh paragraphs:
peses of paragraph (6); the term “Fall-fonding Hmita-
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over
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plan’s assets; or

paragraph h of suabseetion thp of
Fear); over
eottt:
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losses and a valaation of the plan’s habiity
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a date within the plan year to which the
paragraph ) may be made as of a date
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e method to use a prier year valuation;
econtributions for a plan year made by an emplover
ehay of stich plan year; and
{other than a multemployer plan) shall antieipate
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61
ble to the plan:
phatt tay be extended by the Seeretary for a pertod of
1 a substantial rick to the voluntary eontinn-
atton of the plan; or
2} a substantial enrtatment of pension ben-
ARb—
= B R 516 phat sehieh tses o
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For o plan vear the alternative mintmam fandine

eredit method;
and

(3} SPRERAE REHES—The alternative mih-

speet to the fandine standard aecotht:
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pay the fall amount of a required mstallment for the
erenter of—
stedhrent contrtbrted to or wnder the phn
et
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64
pertod for which interest is chareed under this
contribited to or ander the plan tdeternined

“( E;) I IP{}ﬂ 11631% 1)%573 {11?$rl1 eiﬂ_ lP*E*VIWA%l l -

MENTS—
. v 1 ) The due date is:
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= 99 pereent of the oot te-
quired to be contributed to or under the
= H0 pereett of the oottt so te-
year ywwas not a vear of 12 months:
graph):
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plan other than a plan desertbed i seetion
2006} which—
ander this stbseetion for a plan year; and
“HH has a henidity shortfall for any
prrposes of paragraph (b any perten of an
Fear; 18 neeessary to ierease the funded enr-
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shall be determined without regard to

“Hr  DISBORSEMENES  FROM  FHBE

X ( : v) q B }{ISTEB BISNB¥}REVE%EE%F_PE\
e J [N .
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“ HQuD ASsErSs—The term Hg-
subsection to a plan year beginning on any date
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atret

all precedine sueh mstallments or other pay-

$1:000-000;
property and riehts to property; whether real or per-
sotad; belongtte to steh person and any other per-
soh who 18 o member of the same controled eroup
of whieh steh person 18 a member:
This subseetion shall apply to & GSEC plan for any
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atrel

made before the due dates
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amotnt with respeet to which & hen s 1mposed
respeet to a len imposed by subseetion &) and
8ot

Reetot—
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by stbseetton (£ execept that 1 the ease of =
payment other than a reeguired mstallment; the
(ired to be made under His seettons
Hiert—
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ot cisabthty; or
PABEE—In the ease of plan years beem-
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vetary shall periodienlly (ot least every 5

uépa SEpapamn arapmagy amy g i

graph th—
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X Rm REn! ILOID ~ el nl
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9 by aivker—t the ense of o pae-
tretpant to whom this paragraph apphes; only
before sueh individbal beeame a partetpant

any partieipant whe; at the time of becomine a
wnder the plan i & plan year beginming
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ability pereentage means; with respeet to any plan year;
transttion of a GSEC plan from the applieation of seetion
vistort of this seetton; 1 the ease of a 65156 plan—
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b Resbive—The  reqiirements of  seetion
eraphs (s (2) (3 and (5) of subseetion (e} shall

‘ l )

1986 is amended by strikine “and’ ot the end
of sabparagraph By by striking the perod at
the end of subparagraph () and mserting =
ands and by ihsertine at the end thereof the
amended by—

paraeraph {9 of subseetion {(aHZ);
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elavse 4) of subseetion (eHIHB). in the
first place i appears i claase G) of sub-
appears  paragraph {2} of subseetton td;
of stbsection (b} and inserting “430G) or

GiHD strikine “and” at the end of
elamse () of sabseetion (33

a5 strikine the period at the end of
elavse G of subseetion (HIHB) and in-

clanse  after elamse G of subseetion
e

Sy in the ease of & ESBC plan the
fandine standard aceonnt shall be eredited
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spect to% and

plan” and insertine “multiemployer plan or &
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Q) BRrEcTiE PATE—Any  restriction
plans™

SEG: 5: TRANSPARENCY-

Aet of 1974 {29 T-S-C 10214 is amended by add-
e at the end the followine new subparagraph:
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rhess apphe to CNIEC plars than apply

to sthele-employer phans;

statement that: as & resalt of ehanges

with and without reeard to sueh dif-

eontributions to the plan for the apph-

eable plan year and each of the 2 pre-
parpeses of this subparagraph; the term
which—
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=H the phth has o frndibe

and

“H the plan had 59 or more

a preeedine plan year referred to i elause
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wehiehever 3 apphedhle—
of F9 29 F H9233 15 aetded by addine ot the
o Hst of prrtetpatiie etplovers and o oood faith estite
of the percentage of total contributions made by sueh par-
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SEC. 6. ELECTIONS.

o BEBertoNn No+ TFo BE FREATED AS A 65K6
Pran—

“A By enpraE—H & plan falls within
the definition of a G156 plan under this sub-
plan shall be a GSEC plan unless the plan
fiest plan year of the plan beginning after De-
ecember 31 20403 not to be treated as a 65K €C

Y SPeepd ve—H o pht desertbed
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steh phatt 18 treated as a 65156 plan—
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“A) By enpraE—H & plan falls within
the definition of a G156 plan under this sub-
plan shall be a GSEC plan unless the plan
ecetmber 315 20403 not to be treated as a 65K €C

B} SPEert REEE—H o phan desertbed
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steh phatt 18 treated as a 65156 plan—

Y PEAN—A plan sponser may eleet for a plan to

DNAHABEE 76 6OTHER PEAN S
u( A) A 151”13 Sportsor that makes the elee-
tion desertbed i paraeraph (2) may eleet for a

Ql
[N K.
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base;
S o F2evert shorHal amortsrton

Y a Fvent shortfal aortton
paragraphs; seetion 303t and (B of the
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rantier:
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e of such Code to Febraary 28
20407 or Mareh 15 2040° shall be treated
as references to February 28 2043 or
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ber 31 2009; H—
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=5 For puarposes of this paragraph; the
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B03HIHDHD of the Bmplovee Retive-
eember 515 2010; and
parageaph (6} or (7} of section 303¢c) of
“te) For purpeses of this paragraph; the

after Deeember 315 2013; equal to—
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HPH2) and 402HbBH3) of the Bmplovee Retirement In-
come Seeupity Aet of 1974 and for alt other parposes
& phn shall be deemed to have made an irrevoenble elee-
tion under seetion 4104} of the Internal Reverme Code
of 1986 H—

2044
23 the plan fells within the definition of =2
ESEC pham

tion for a plan year beginnine after Deeember 34
2645~
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3 Aet
4 SEC. 7. PENSION INSURANCE PROGRAM MODIFICATIONS.
6 seettor HHOGEE of the Fmplovee hetiretnent Heote
7 Seeartty et of F9H 29 F50 13066043 18 amend-
8 ed—
9

10 A by striking “in the ease of a single-em-
12 wroehse e i the ease of o sthole-employer
13 plars and

14 By i subelanse (HH; by striking the pe-
15 rrodh wd Hserte o eot

16 23 11 ehse Gvh by streikine “or” at the ends
18 end and sertie <5 ot and

19 5 by addine at the end thereof the followine
20 new elatse:

21 ot 11 the ease of a 6516 plan {as
22 defired 1 seetton 24104, an amount for
24 stieh phn dertre the plan vear equad to the
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Fear; and
“tH i1 the ease of plan years begtn-
nire 1 & ealendar year after 2043; shall
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anty Corporation shall conduet a stady to determine
te) with respeet to single-employer phans

1 the totad of the fundine tareets of
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tetde a seetton prepared by the Parteipant and
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4  SEC. 8. SPONSOR EDUCATION AND ASSISTANCE.

7T of seetion 210 of the Hmployee Retirement Ineome Seen-
10 date of the enaetment of this Aet; the Penston Benefit
12 +the sponsers of existing G156 plans avware of—

13 1 the changes to the Emplovee Retirement In-
14 eotre Seerrtty Aet of 1974 made by this Aet; and
15 {2) the help and assistanee available threueh
17 Lished under seetion 4904 of sueh Aet 29 56
18 1304

19 SEC. 9. EFFECTIVE DATE.

22 31 2043
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SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the “Co-

operative and Small Employer Charity Pension Flexibility
Act”.

(b) TABLE OF CONTENTS.—The table of contents of this

Act 1s as follows:

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Ot

N

1. Short title; table of contents.

2. Congressional findings and declarations of policy.

3.

4. Funding rules applicable to cooperative and small employer charity pen-

Definition of cooperative and small employer charity pension plans.

ston plans.
Transparency.

. Klections.

Sponsor education and assistance.
Effective date.

SEC. 2. CONGRESSIONAL FINDINGS AND DECLARATIONS OF

POLICY.
Congress finds as follows:

(1) Defined benefit pension plans are a cost-effec-
tiwe way for cooperative associations and charities to
provide their employees with economic security in re-
tirement.

(2) Many cooperative associations and charitable
organizations are only able to provide their employees
with defined benefit pension plans because those orga-
nizations are able to pool their resources using the
multiple employer plan structure.

(3) The pension funding rules should encourage
cooperative associations and charities to continue to

provide their employees with pension benefits.
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SEC. 3. DEFINITION OF COOPERATIVE AND SMALL EM-

PLOYER CHARITY PENSION PLANS.

(a) AMENDMENT TO ERISA.—Section 210 of the Em-
ployee Retirement Income Security Act of 1974 (29 U.S.C.
1060) 1is amended by adding at the end the following new
subsection:

“(f) COOPERATIVE AND SMALL EMPLOYER CHARITY
PENSION PLANS.—

“(1) IN GENERAL.—For purposes of this title, ex-

cept as provided in this subsection, a CSEC plan s

an employee pension benefit plan (other than a multi-

employer plan) that is a defined benefit plan—

“(4) to which section 104 of the Pension
Protection Act of 2006 applies, without regard
to—

“(v) section 104(a)(2) of such Act;
“(11) the amendments to such section

104 by section 202(b) of the Preservation of

Access to Care for Medicare Beneficiaries

and Pension Relief Act of 2010; and
“(111) paragraph (3)(B); or

“(B) that, as of January 1, 2013, was
maintained by more than one employer and all
of the employers were organizations described in
section 501(c)(3) of the Internal Revenue Code of

1986.
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“(2) AGGREGATION.—AIl employers that are
treated as a single employer under subsection (b) or
(c) of section 414 of the Internal Revenue Code of
1986 shall be treated as a single employer for pur-
poses of determining if a plan was maintained by
more than one employer under paragraph (1)(B).”.

(b) AMENDMENT TO CODE.—Section 414 of the Inter-

nal Revenue Code of 1986 is amended by adding at the end

the following new subsection:

“(y) COOPERATIVE AND SMALL EMPLOYER CHARITY

PENSION PLANS.—

“(1) IN GENERAL.—For purposes of this title, ex-
cept as provided in this subsection, a CSEC plan s
a defined benefit plan (other than a multiemployer
plan)—

“(4) to which section 104 of the Pension
Protection Act of 2006 applies, without regard
to—

“(1) section 104(a)(2) of such Act;
“(in) the amendments to such section

104 by section 202(b) of the Preservation of

Access to Care for Medicare Beneficiaries

and Pension Relief Act of 2010; and

“(1ir) paragraph (3)(B); or
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1 “(B) that, as of January 1, 2013, was
2 marntained by more than one employer and all
3 of the employers were organizations described in
4 section 501(c)(3).

5 “(2) AGGREGATION.—AIl employers that are
6 treated as a single employer under subsection (b) or
7 (c) shall be treated as a single employer for purposes
8 of determining if a plan was maintained by more
9 than one employer under paragraph (1)(B).”.

10 SEC. 4 FUNDING RULES APPLICABLE TO COOPERATIVE
11 AND SMALL EMPLOYER CHARITY PENSION
12 PLANS.

13 (a) AMENDMENTS TO KRISA.—

14 (1) MINIMUM FUNDING STANDARDS UNDER
15 ERISA.—Part 3 of title I of the Employee Retirement
16 Income Security Act of 1974 (29 U.S.C. 1081 et seq.)
17 18 amended by adding at the end the following new
18 section:

19 <«“SEC. 306. MINIMUM FUNDING STANDARDS.

20 “la) GENERAL RULE.—For purposes of section 302,
21 the term ‘accumulated funding deficiency’ for a CSEC plan
22 means the excess of the total charges to the funding standard
23 account for all plan years (beginning with the first plan
24 year to which section 302 applies) over the total credits to

25 such account for such years or, if less, the excess of the total
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1 charges to the alternative minimum funding standard ac-
2 count for such plan years over the total credits to such ac-

3 count for such years.

4 “(b) FUNDING STANDARD ACCOUNT.—
5 “(1) AcCOUNT REQUIRED.—Kach plan to which
6 this section applies shall establish and maintain a
7 Junding standard account. Such account shall be cred-
8 ited and charged solely as provided in this section.
9 “(2) CHARGES TO ACCOUNT.—For a plan year,
10 the funding standard account shall be charged with
11 the sum of—

12 “(A) the normal cost of the plan for the
13 plan year,

14 “(B) the amounts necessary to amortize in
15 equal annual installments (until fully amor-
16 tized )—

17 “(1) in the case of a plan in existence
18 on January 1, 1974, the unfunded past
19 service liability under the plan on the first
20 day of the first plan year to which section
21 302 applies, over a period of 40 plan years,
22 “(11) in the case of a plan which comes
23 wmto existence after January 1, 1974, but
24 before the first day of the first plan year be-
25 ginning after December 31, 2013, the un-
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Junded past service Liability under the plan
on the first day of the first plan year to
which section 302 applies, over a period of
30 plan years,

“(111) in the case of a plan that is sub-
ject to section 303 for the last plan year be-
ginning before January 1, 2014, the sum
of—

“(1) the plan’s funding standard
carryover balance and prefunding bal-
ance (as such terms are defined in sec-
tion 303(f)) as of the end of such plan
year, and

“(11) the unfunded past service li-
ability under the plan for the first
plan  year beginning after December
31, 2013,

over a period of 15 years,

“(iw) separately, with respect to each
plan year, the net increase (if any) in un-
Sfunded past service liability under the plan
arising from plan amendments adopted in
such year, over a period of 15 plan years,

“(v) separately, with respect to each

plan year, the net experience loss (if any)
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under the plan, over a period of 5 plan
years, and

“(v) separately, with respect to each
plan year, the net loss (if any) resulting
from changes in actuarial assumptions used
under the plan, over a period of 10 plan
years,

“(C) the amount necessary to amortize each
wawved funding deficiency (within the meaning
of section 302(c)(3)) for each prior plan year in
equal annual nstallments (until fully amor-
tized) over a period of 5 plan years,

“(D) the amount necessary to amortize in
equal annual nstallments (until fully amor-
tized) over a period of 5 plan years any amount
credited to the funding standard account under
paragraph (3)(D), and

“(E) the amount necessary to amortize in
equal annual nstallments (until fully amor-
tized) over a period of 20 years the contributions
which would be required to be made under the
plan  but  for the provisions of  section
302(c)(7)(A)()(1) (as in effect on the day before
the enactment of the Pension Protection Act of

2006).
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“(3) CREDITS TO ACCOUNT—For a plan year,

the funding standard account shall be credited with

the sum of—

“(A) the amount considered contributed by

the employer to or under the plan for the plan

year,

“(B) the amount necessary to amortize in

equal annual nstallments (until fully amor-

tized)—

*S 1302 RS

“(1) separately, with respect to each
plan year, the net decrease (if any) in un-
Sfunded past service liability under the plan
arising from plan amendments adopted in
such year, over a period of 15 plan years,

“(1n) separately, with respect to each
plan year, the net experience gain (if any)
under the plan, over a period of 5 plan
years, and

“(111) separately, with respect to each
plan year, the net gain (if any) resulting
from changes in actuarial assumptions used
under the plan, over a period of 10 plan

years,
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“(C) the amount of the warved funding defi-

ciency (within the meaning of section 302(c)(3))
Jor the plan year,

“(D) in the case of a plan year for which
the accumulated funding deficiency s deter-
mined under the funding standard account if
such plan year follows a plan year for which
such deficiency was determined under the alter-
natwe minimum funding standard, the excess (if
any) of any debit balance in the funding stand-
ard account (determined without regard to this
subparagraph) over any debit balance in the al-
ternative minvmum funding standard account,
and

“(E) for the first plan year beginning after
December 31, 2013, in the case of a plan that s
subject to section 303 for the last plan year be-
ginning before January 1, 2014, the sum of the
plan’s funding standard carryover balance and
prefunding balance (as such terms are defined in
section 302(f)) as of the end of the last plan year
beginning before January 1, 2014.

“(4) COMBINING AND OFFSETTING AMOUNTS TO

BE AMORTIZED.—Under requlations prescribed by the

Secretary of the Treasury, amounts required to be
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amortized under paragraph (2) or paragraph (3), as

the case may be—
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“(4) may be combined into one amount
under such paragraph to be amortized over a pe-
riod determined on the basis of the remaining
amortization period for all items entering into
such combined amount, and

“(B) may be offset against amounts re-
quired to be amortized under the other such
paragraph, with the resulting amount to be am-
ortized over a period determined on the basis of
the remaining amortization periods for all items
entering into whichever of the two amounts being
offset 1s the greater.

“(5) INTEREST.—

“(A) IN GENERAL.—KEuxcept as provided in
subparagraph (B), the funding standard account
(and items therein) shall be charged or credited
(as determined under regulations prescribed by
the Secretary of the Treasury) with interest at
the appropriate rate consistent with the rate or
rates of interest used under the plan to determine
costs.

“(B) EXCEPTION.—The interest rate used

Jor purposes of computing the amortization
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charge described in subsection (b)(2)(C) or for

purposes of any arrangement under subsection

(d) for any plan year shall be the greater of (1)

150 percent of the Federal mad-term rate (as in

effect under section 1274 of the Internal Revenue

Code of 1986 for the 1st month of such plan

year), or (i1) the rate of interest determined

under subparagraph (A).

“(6) AMORTIZATION SCHEDULES IN EFFECT.—
Amortization schedules for amounts described in
paragraphs (2) and (3) that are in effect as of the last
day of the last plan year beginning before January
1, 2014, by reason of section 104 of the Pension Pro-
tection Act of 2006 shall remain in effect pursuant to
their terms and this section, except that such amounts
shall not be amortized again under this section. In
the case of a plan that is subject to section 303 for
the last plan year beginning before January 1, 2014,
any amortization schedules and bases for plan years
beginning before such date shall be reduced to zero.
“(¢) SPECIAL RULES.—

“(1) DETERMINATIONS TO BE MADE UNDER
FUNDING METHOD.—For purposes of this section, nor-
mal costs, accrued liability, past service liabilities,

and experience gains and losses shall be determined
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under the funding method wused to determine costs

under the plan.
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“(2) VALUATION OF ASSETS.—

“(A) IN GENERAL.—For purposes of this
section, the value of the plan’s assets shall be de-
termined on the basis of any reasonable actu-
arwal method of valuation which takes into ac-
count fair market value and which is permatted
under requlations prescribed by the Secretary of
the Treasury.

“(B) DEDICATED BOND PORTFOLIO.—The
Secretary of the Treasury may by regulations
provide that the value of any dedicated bond
portfolio of a plan shall be determined by using
the interest rate under section 302(b)(5) (as in
effect on the day before the enactment of the Pen-
sion Protection Act of 2006).

“(3) ACTUARIAL ASSUMPTIONS MUST BE REA-

SONABLE.—For purposes of this section, all costs, li-
abilities, rates of interest, and other factors under the
plan shall be determined on the basis of actuarial as-

sumptions and methods—

“(A) each of which s reasonable (taking
mto account the experience of the plan and rea-

sonable expectations) or which, in the aggregate,
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result in a total contribution equivalent to that

whaich would be determined if each such assump-

tion and method were reasonable, and

“(B) which, in combination, offer the actu-
ary’s best estimate of anticipated experience
under the plan.

“(4) TREATMENT OF CERTAIN CHANGES AS EX-
PERIENCE GAIN OR LOSS.—For purposes of this sec-
tion, 1f—

“(A) a change in benefits under the Social

Security Act or in other retirement benefits cre-

ated under Federal or State law, or

“(B) a change in the definition of the term
“wages” under section 3121 of the Internal Rev-
enue Code of 1986 or a change in the amount of
such wages taken into account under regulations
prescribed for purposes of section 401(a)(5) of
such Code,
results i an increase or decrease i accrued liability
under a plan, such increase or decrease shall be treat-
ed as an experience loss or gain.

“(5) FUNDING METHOD AND PLAN YEAR.—

“(A) FUNDING METHODS AVAILABLE.—AIl

Junding methods available to CSEC plans under

section 302 (as in effect on the day before the en-
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actment of the Pension Protection Act of 2006)

shall continue to be available under this section.

“(B) NOT AFFECTED BY CESSATION OF BEN-
EFIT ACCRUALS.—The availability of any fund-
g method, including all spread gain funding
methods, shall not be affected by whether benefit
accruals under a plan have ceased. Except as
otherwise provided in subparagraph (C) or in
requlations prescribed by the Secretary of the
Treasury, if benefit accruals have ceased under a
plan, the spread gain funding methods may be
applied by amortizing over the average expected
Juture lives of all participants.

“(C) MINIMUM AMOUNT.—In the case of a
plan amortizing over the average expected future
lives of all participants pursuant to the second
sentence of subparagraph (B), such amortization
amount for any plan year shall not be less than
the sum of—

“(1) the amount determined by amor-
tizing, as of the first year for which the
plan amortizes over the average future lives
of all participants, the entire unfunded past
service liability in equal installments over

15 years, and
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“(11) the amount determined by amor-
tizing any increase or decrease in such un-
Sfunded past service lLiability in any subse-
quent year, other than an increase or de-
crease attributable to contributions or ex-
pected experience, in equal installments over
15 years.
“(D) CHANGES.—If the funding method for
a plan is changed, the new funding method shall
become the funding method used to determine
costs and lLiabilities under the plan only if the
change 1s approved by the Secretary of the
Treasury. The preceding sentence shall not apply
to any change made pursuant to, or permaitted
by, the second sentence of subparagraph (B) if
such change 1s made for the first plan year be-
ginning after December 31, 2013. Any such
change may be made without the approval of the
Secretary of the Treasury. If the plan year for
a plan 1s changed, the new plan year shall be-
come the plan year for the plan only if the
change 1s approved by the Secretary of the
Treasury.
“(E) APPROVAL REQUIRED FOR CERTAIN

CHANGES IN ASSUMPTIONS BY CERTAIN SINGLE-
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EMPLOYER PLANS ~SUBJECT TO ADDITIONAL

FUNDING REQUIREMENT.—

*S 1302 RS

“(1) IN GENERAL.—No actuarial as-
sumption (other than the assumptions de-
scribed an subsection (h)(3)) used to deter-
mane the current lLiability for a plan to
which this subparagraph applies may be
changed without the approval of the Sec-
retary.

“(11) PLANS TO WHICH SUBPARAGRAPH
APPLIES.—This subparagraph shall apply
to a plan only 1f—

“(1) the plan s a CSEC plan,

“(I1) the aggregate unfunded vest-
ed benefits as of the close of the pre-
ceding plan year (as determined under
section 4006(a)(3)(E)(111)) of such plan
and all other plans maintained by the
contributing sponsors (as defined in
section 4001(a)(13)) and members of
such sponsors’ controlled groups (as de-
fined in section 4001(a)(14)) which are
covered by title IV (disregarding plans
with no unfunded vested benefits) ex-

ceed $50,000,000, and
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“(II1) the change in assumptions

(determined after taking into account
any changes in interest rate and mor-
tality table) results in a decrease in the
Junding shortfall of the plan for the
current  plan  year  that  exceeds
$50,000,000, or that exceeds $5,000,000
and that s 5 percent or more of the
current liability of the plan before such
change.

“(6) FuLL FUNDING.—If, as of the close of a
plan year, a plan would (without regard to this para-
graph) have an accumulated funding deficiency (de-
termaned without regard to the alternative minvmum
Junding standard account permaitted under subsection
(e)) in excess of the full funding limitation—

“(A) the funding standard account shall be
credited with the amount of such excess, and
“(B) all amounts described in paragraphs

(2)(B), (C), and (D) and (3)(B) of subsection (b)

which are required to be amortized shall be con-

sidered  fully amortized for purposes of such

paragraphs.
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“(7) FULL-FUNDING LIMITATION.—For purposes

of paragraph (6), the term ‘full-funding limitation

>

means the excess (if any) of—

“(A) the accrued liability (including nor-

mal cost) under the plan (determined under the

entry age normal funding method if such acerued

liability cannot be directly calculated under the

SJunding method used for the plan), over

*S 1302 RS

“(B) the lesser of—

“(1) the farr market value of the plan’s
assets, or

“(1n) the value of such assets deter-
mined under paragraph (2).

“(C) MINIMUM AMOUNT.—

“(t) IN GENERAL—In no event shall
the  full-funding  Limitation  determined
under subparagraph (A) be less than the ex-
cess (if any) of—

“(I) 90 percent of the current li-
ability (determined without regard to
paragraph (4) of subsection (h)) of the
plan  (including the expected increase
m such current hiability due to benefits

accruing during the plan year), over
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“(II) the value of the plan’s assets

determined under paragraph (2).
“(11) ASSETS.—For purposes of clause
(1), assets shall not be reduced by any credit

balance in the funding standard account.

“(8) ANNUAL VALUATION.—

“(A) IN GENERAL.—For purposes of this

section, a determination of experience gains and

losses and a valuation of the plan’s liability

shall be made not less frequently than once every

year, except that such determination shall be

made more frequently to the extent requirved in

particular cases under regulations prescribed by

the Secretary of the Treasury.

*S 1302 RS

“(B) VALUATION DATE.—

“(1) CURRENT YEAR.—Except as pro-
vided in clause (11), the valuation referred
to in subparagraph (A) shall be made as of
a date within the plan year to which the
valuation refers or within one month prior
to the beginning of such year.

“(i) USE OF PRIOR YEAR VALU-

ATION.

The valuation referred to in sub-
paragraph (A) may be made as of a date

within the plan year prior to the year to
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which the valuation vefers if, as of such
date, the value of the assets of the plan are
not less than 100 percent of the plan’s cur-
rent liability.

“(111) ADJUSTMENTS.—Information
under clause (i1) shall, in accordance with

requlations, be actuarially adjusted to re-

flect significant differences in participants.

“(w) LIMITATION.—A change in fund-
mg method to use a prior year valuation,
as provided i clause (11), may not be made
unless as of the valuation date within the
prior plan year, the value of the assets of
the plan are not less than 125 percent of the
plan’s current liability.

TIME WHEN CERTAIN CONTRIBUTIONS

DEEMED MADE.—For purposes of this section, any

contributions for a plan year made by an employer

during the period—

“(A) beginning on the day after the last day

of such plan year, and

“(B) ending on the day which 1is 8/

months after the close of the plan year,

shall be deemed to have been made on such last day.
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“(10) ANTICIPATION OF BENEFIT INCREASES EF-

FECTIVE IN THE FUTURE.—In determining projected

benefits, the funding method of a collectively bar-

gained CSEC plan described in section 413(a) of the

Internal Revenue Code of 1986 (other than a multi-

employer plan) shall anticipate benefit  increases

scheduled to take effect during the term of the collec-
tiwe bargaining agreement applicable to the plan.

“(d) EXTENSION OF AMORTIZATION PERIODS.—The
period of years required to amortize any unfunded liability
(described wn any clause of subsection (D)(2)(B)) of any
plan may be extended by the Secretary for a period of time
(not wn excess of 10 years) if such Secretary determines that
such extension would carry out the purposes of this Act and
provide adequate protection for participants under the plan
and their beneficiaries, and if such Secretary determines
that the failure to permat such extension would result in—

“(1) a substantial risk to the voluntary continu-
ation of the plan, or

“(2) a substantial curtailment of pension benefit
levels or employee compensation.

“le) ALTERNATIVE MINIMUM FUNDING STANDARD.—

“(1) IN GENERAL—A CSEC plan which uses a

Junding method that requires contributions wn all

years not less than those required under the entry age
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normal funding method may maimtain an alternative
minimum  funding standard account for any plan
year. Such account shall be credited and charged sole-
ly as provided in this subsection.

“(2) CHARGES AND CREDITS TO ACCOUNT.—For
a plan year the alternative minimum funding stand-
ard account shall be—

“(A) charged with the sum of—

“(1) the lesser of mormal cost under the
Junding method used under the plan or nor-
mal cost determined under the unit credit
method,

“(11) the excess, if any, of the present
value of acerued benefits under the plan
over the fair market value of the assets, and

“(111) an amount equal to the excess (if
any) of credits to the alternative minimum
standard account for all prior plan years
over charges to such account for all such
years, and
“(B) credited with the amount considered

contributed by the employer to or under the plan
Jor the plan year.
“(3) SpPECIAL RULES.—The alternative min-

vmum funding standard account (and items therein)
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shall be charged or credited with interest in the man-
ner provided under subsection (b)(5) with respect to
the funding standard account.
“(f) QUARTERLY CONTRIBUTIONS REQUIRED.—

“(1) IN GENERAL—If a CSEC plan which has
a funded current liability percentage for the preceding
plan year of less than 100 percent fails to pay the full
amount of a required installment for the plan year,
then the rate of interest charged to the funding stand-
ard account under subsection (b)(5) with respect to
the amount of the underpayment for the period of the
underpayment shall be equal to the greater of—

“(A) 175 percent of the Federal mid-term
rate (as in effect under section 1274 of the Inter-
nal Revenue Code of 1986 for the 1st month of
such plan year), or

“(B) the rate of interest used under the plan
m determining costs.

“(2) AMOUNT OF UNDERPAYMENT, PERIOD OF
UNDERPAYMENT.—For purposes of paragraph (1)—

“(A) AMOUNT.—The amount of the under-

payment shall be the excess of—

“(v) the required installment, over
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“(11) the amount (if any) of the install-
ment contributed to or under the plan on or
before the due date for the installment.

“(B) PERIOD OF UNDERPAYMENT.—The pe-
riod for which interest 1s charged under this sub-
section with regard to any portion of the under-
payment shall run from the due date for the in-
stallment to the date on which such portion is
contributed to or under the plan (determined
without regard to subsection (¢)(9)).

“(C) ORDER OF CREDITING CONTRIBU-
TIONS.—For purposes of subparagraph (A)(i1),
contributions shall be credited against unpard
required installments in the order in which such
mstallments are required to be paid.

“(3) NUMBER OF REQUIRED INSTALLMENTS; DUE
DATES.—For purposes of this subsection—

“(A) PAYABLE IN 4 INSTALLMENTS.—There
shall be 4 requirved wnstallments for each plan
year.

“(B) TIME FOR PAYMENT OF INSTALL-

MENTS.—
“In the case of the following re- . .
quired installments: The due date is:
IS oot April 15
DN i July 15
BEA oo October 15
FEN e January 15 of the following year.
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“(4) AMOUNT OF REQUIRED INSTALLMENT.—For

purposes of this subsection—

“(A) IN GENERAL.—The amount of any re-
quirved installment shall be 25 percent of the re-
quired annual payment.

“(B) REQUIRED ANNUAL PAYMENT.—For
purposes of subparagraph (4), the term ‘required
annual payment’” means the lesser of—

“(1) 90 percent of the amount required
to be contributed to or under the plan by
the employer for the plan year under section
302 (without regard to any waiver under
subsection (¢) thereof), or

“(1n) 100 percent of the amount so re-
quired for the preceding plan year.

Clause (11) shall not apply if the preceding plan
year was not a year of 12 months.
“(5) LIQUIDITY REQUIREMENT.—

“(A) IN GENERAL—A plan to which this
paragraph applies shall be treated as failing to
pay the full amount of any required installment
to the extent that the value of the liquid assets
paid in such installment s less than the lLiquid-

vty shortfall (whether or not such liquidity short-
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fall exceeds the amount of such installment re-
quired to be paid but for this paragraph).

“(B) PLANS TO WHICH PARAGRAPH AP-
PLIES.—This paragraph shall apply to a CSEC
plan other than a plan described n  section
302(d)(6)(A) (as wn effect on the day before the
enactment of the Pension Protection Act of 2006)
which—

“(1) 1s required to pay installments
under this subsection for a plan year, and

“(1n) has a Lquidity shortfall for any
quarter during such plan year.

“(C) PERIOD OF UNDERPAYMENT.—For
purposes of paragraph (1), any portion of an in-
stallment that is treated as not paid under sub-
paragraph (A) shall continue to be treated as
unpard until the close of the quarter in whaich the
due date for such installment occurs.

“(D) LIMITATION ON INCREASE.—If the
amount of any required installment is increased
by reason of subparagraph (A), in no event shall
such increase exceed the amount whach, when
added to prior installments for the plan year, 1is
necessary to increase the funded current liability

percentage (taking into account the expected in-
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crease wn current Liability due to benefits aceru-
ing during the plan year) to 100 percent.
“(KE) DEFINITIONS.—For purposes of this
paragraph:
“(1) LIQUIDITY SHORTFALL.—The term
‘Liquadity shortfall’ means, with respect to
any requirved installment, an amount equal
to the excess (as of the last day of the quar-
ter for which such installment s made) of
the base amount with respect to such quar-
ter over the value (as of such last day) of
the plan’s liquid assets.
“(11) BASE AMOUNT.—

“(I) IN GENERAL.—The term ‘base
amount’ means, with respect to any
quarter, an amount equal to 3 times
the sum of the adjusted disbursements
Jfrom the plan for the 12 months ending
on the last day of such quarter.

“(11) SPECIAL RULE—If the
amount determined under subclause (1)
exceeds an amount equal to 2 times the
sum of the adjusted disbursements from
the plan for the 36 months ending on

the last day of the quarter and an en-
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rolled actuary certifies to the satisfac-
tion of the Secretary of the Treasury
that such excess is the result of non-
recurring  circumstances,  the  base
amount with respect to such quarter
shall be determined without regard to
amounts related to those nonrecurring
circumstances.

“(i11) DISBURSEMENTS FROM THE
PLAN.—The term ‘disbursements from the
plan’ means all disbursements from the
trust, including purchases of annuaities,
payments of single sums and other benefits,
and administrative expenses.

“tiv) ADJUSTED DISBURSEMENTS.—
The term ‘adjusted disbursements’ means
disbursements from the plan reduced by the
product of—

“(I) the plan’s funded current li-
ability percentage for the plan year,
and

“(II) the sum of the purchases of
annuities, payments of single sums,

and such other disbursements as the
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Secretary of the Treasury shall provide

m requlations.

“(v) LIQUID ASSETS.—The term ‘lig-
wid assets’ means cash, marketable securi-
ties and such other assets as specified by the
Secretary of the Treasury in requlations.

“(v1) QUARTER.—The term ‘quarter’

means, with respect to any required install-

ment, the 3-month period preceding the
month i which the due date for such in-
stallment occurs.

“(F) REGULATIONS.—The Secretary of the
Treasury may prescribe such regulations as are
necessary to carry out this paragraph.

“(6) FISCAL YEARS AND SHORT YEARS.—

“(A) FISCAL YEARS.—In applying this sub-
section to a plan year beginning on any date
other than January 1, there shall be substituted
Jor the months specified in this subsection, the
months which correspond thereto.

“(B) SHORT PLAN YEAR.—This subsection
shall be applied to plan years of less than 12
months n accordance with regulations pre-

seribed by the Secretary of the Treasury.

*S 1302 RS



130

“(g) IMPOSITION OF LIEN WHERE FAILURE TO MAKE
REQUIRED CONTRIBUTIONS.—
“(1) IN GENERAL.—In the case of a plan to
which this section applies, 1f—
“tA) any person fails to make a required
installment under subsection (f) or any other
payment requirved under this section before the
due date for such installment or other payment,
and
“(B) the unpaid balance of such installment
or other payment (including interest), when
added to the aggregate unpaid balance of all pre-
ceding such installments or other payments for
which payment was not made before the due date
(including interest), exceeds $1,000,000,
then there shall be a lien i favor of the plan in the
amount determined under paragraph (3) upon all
property and rights to property, whether real or per-
sonal, belonging to such person and any other person
who 18 a member of the same controlled group of
which such person s a member.

“(2) PLANS TO WHICH SUBSECTION APPLIES.—
This subsection shall apply to a CSEC plan for any
plan year for which the funded current liability per-

centage of such plan 1s less than 100 percent. This
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subsection shall not apply to any plan to which sec-
tion 4021 does not apply (as such section 1s in effect
on the date of the enactment of the Retirement Protec-
tion Act of 1994).

“(3) AMOUNT OF LIEN—For purposes of para-
graph (1), the amount of the lien shall be equal to the
aggregate unpard balance of required installments
and other payments requirved under this section (in-
cluding interest)—

“(A) for plan years beginning after 1987,
and

“(B) for which payment has not been made
before the due date.

“(4) NOTICE OF FAILURE; LIEN.—

“(A) NOTICE OF FAILURE.—A person com-

mitting a failure described n paragraph (1)

shall notify the Pension Benefit Guaranty Cor-

poration of such failure within 10 days of the
due date for the requirved installment or other
payment.

“(B) PERIOD OF LIEN.

The lien 1mposed
by paragraph (1) shall arise on the due date for
the required installment or other payment and
shall continue until the last day of the first plan

year in which the plan ceases to be described in
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paragraph (1)(B). Such lien shall continue to

run without regard to whether such plan con-

tinues to be described in paragraph (2) during

the period referved to in the preceding sentence.

“(C) CERTAIN RULES TO APPLY.—Any
amount with respect to which a lien s 1mposed
under paragraph (1) shall be treated as taxes
due and owing the United States and rules simi-
lar to the rules of subsections (c), (d), and (e) of
section 4068 shall apply with respect to a lien
vmposed by subsection (a) and the amount with
respect to such lien.

“(5) ENFORCEMENT.—Any lien created under
paragraph (1) may be perfected and enforced only by
the Pension Benefit Guaranty Corporation, or at the
durection of the Pension Benefit Guaranty Corpora-
tion, by any contributing employer (or any member
of the controlled group of the contributing employer).

“(6) DEFINITIONS.—For purposes of this sub-
section—

“(A) DUE DATE; REQUIRED INSTALL-
MENT.—The terms ‘due date’ and ‘required in-
stallment’ have the meanings given such terms
by subsection (f), except that in the case of a

payment other than a required installment, the
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due date shall be the date such payment is re-

quired to be made under this section.

“(B) CONTROLLED GrROUP.—The term ‘con-
trolled group’ means any group treated as a sin-
gle employer under subsections (b), (¢), (m), and
(0) of section 414 of the Internal Revenue Code
of 1986.

“(h) CURRENT LIABILITY.—For purposes of this sec-
tion—

“(1) IN GENERAL—The term ‘current liability’
means all liabilities to employees and their bene-
ficiaries under the plan.

“(2) TREATMENT OF UNPREDICTABLE CONTIN-
GENT EVENT BENEFITS.—

“(A) IN GENERAL.—For purposes of para-
graph (1), any unpredictable contingent event
benefit shall not be taken into account until the
event on which the benefit is contingent occurs.

“(B) UNPREDICTABLE CONTINGENT EVENT
BENEFIT.—The term ‘unpredictable contingent
event benefit’ means any benefit contingent on
an event other than—

“(1) age, service, compensation, death,

or disability, or
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“(11) an event which 1s reasonably and
reliably predictable (as determined by the
Secretary of the Treasury).

“(3) INTEREST RATE AND MORTALITY ASSUMP-
TIONS USED.—

“(A) INTEREST RATE.—The rate of interest
used to determine current lLiability under this
section shall be the third segment rate deter-
maned under section 303(h)(2)(0).

“(B) MORTALITY TABLES.—

“(1) SECRETARIAL AUTHORITY.—The
Secretary of the Treasury may by regula-
tion prescribe mortality tables to be used in
determining  current liability under this
subsection. Such tables shall be based upon
the actual experience of pension plans and
projected trends in such experience. In pre-
seribing such tables, the Secretary of the
Treasury shall take into account results of
available independent studies of mortality
of indwviduals covered by pension plans.

“(it) PrRIODIC REVIEW—The Sec-
retary of the Treasury shall periodically (at
least every 5 years) review any tables in ef-

fect under this subsection and shall, to the
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extent the Secretary of the Treasury deter-
mines necessary, by regulation update the
tables to reflect the actual experience of pen-
ston plans and projected trends in such ex-
perience.

“(C) SEPARATE MORTALITY TABLES FOR

THE DISABLED.—Notwithstanding subparagraph

(B)—

*S 1302 RS

“(1) IN GENERAL.—In the case of plan
years beginning after December 31, 1995,
the Secretary of the Treasury shall establish
mortality tables which may be used (in lieu
of the tables under subparagraph (B)) to de-
termine current liability under this sub-
section for individuals who are entitled to
benefits under the plan on account of dis-
ability. The Secretary of the Treasury shall
establish  separate tables for individuals
whose disabilities occur in plan years begin-
ning before January 1, 1995, and for indi-
viduals whose disabilities occur in  plan
years beginning on or after such date.

“(1) SPECIAL RULE FOR DISABILITIES
OCCURRING AFTER 1994.—In the case of dis-

abilities occurring wn plan years beginning
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after December 31, 1994, the tables under

clause (1) shall apply only with respect to

mdwiduals described in such subclause who

are disabled within the meaning of title 11

of the Social Security Act and the regula-

tions thereunder.
“(4) CERTAIN SERVICE DISREGARDED.—

“(A) IN GENERAL.—In the case of a partici-
pant to whom this paragraph applies, only the
applicable percentage of the years of service be-
Jore such indiwidual became a participant shall
be taken into account in computing the current
liability of the plan.

“(B) APPLICABLE PERCENTAGE.—For pur-
poses of this subparagraph, the applicable per-

centage shall be determined as follows:

“If the years of participation The applicable percent-
are: age is:

T e 20
e e e e e e et a e e e abaeeeas 40
B e e et e et e e e a e earaeeeans 60
e 80
D 01 MOTC e 100.

“(C) PARTICIPANTS TO WHOM PARAGRAPH

APPLIES.

This  subparagraph shall apply to
any participant who, at the time of becoming a

participant—
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1 “(1) has not accrued any other benefit
2 under any defined benefit plan (whether or
3 not terminated) maintained by the em-
4 ployer or a member of the same controlled
5 group of which the employer is a member,
6 “(11) who first becomes a participant
7 under the plan i a plan year beginning
8 after December 31, 1987, and

9 “(111) has years of service greater than
10 the minvmum years of service necessary for
11 eligibility to participate in the plan.

12 “(D) FELECTION.—An employer may elect
13 not to have this subparagraph apply. Such an
14 election, once made, may be revoked only with
15 the consent of the Secretary of the Treasury.

16 “(t) FUNDED CURRENT LIABILITY PERCENTAGE.—For

17 purposes of this section, the term ‘funded current liability
18 percentage’ means, with respect to any plan year, the per-

19 centage which—

20 “(1) the wvalue of the plan’s assets determined
21 under subsection (¢)(2), is of

22 “(2) the current liability under the plan.

23 “(j)) TRANSITION.—The Secretary of the Treasury may

24 prescribe such rules as are necessary or appropriate with
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1 respect to the transition of a CSEC plan from the applica-

2 tion of section 303 to the application of this section.”.

3

© o 9 o W A

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

(2) SEPARATE RULES FOR CSEC PLANS.—

(A) IN GENERAL.—Paragraph (2) of section
302(a) of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1082(a)) 1is amended
by striking “and” at the end of subparagraph
(B), by striking the period at the end of subpara-
graph (C) and inserting *, and”, and by insert-
mg at the end thereof the following new subpara-
graph:

“(D) in the case of a CSEC plan, the em-

ployers make contributions to or under the plan

Jor any plan year which, in the aggregate, are

sufficient to ensure that the plan does not have
an accumulated funding deficiency under section
306 as of the end of the plan year.”.

(B) CONFORMING AMENDMENTS.—Section
302 of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1082) is amended—

(1) by striking “multiemployer plan”™
the first place it appears in clause (1) of
subsection (c)(1)(A) and the last place it

appears in paragraph (2) of subsection (d),
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and serting “multiemployer plan or «a
CSEC plan”,

(11) by striking “303(j)” in paragraph
(1) of subsection (b) and inserting “303(j)
or under 306(f)”,

(1) (1) by striking “and” at the end of
clause (v) of subsection (c)(1)(B),

(II) by striking the period at the end
of clause (1) of subsection (c)(1)(B), and
mserting “, and”, and

(II1) by inserting the following new
clause after clause (1) of subsection
(c)(1)(B):

“(iir) in the case of a CSEC plan, the
Junding standard account shall be credited
under section 306(b)(3)(C) with the amount
of the wawed funding deficiency and such
amount shall be amortized as required
under section 306(h)(2)(C).”,

(1) by striking “under paragraph (1)”
wm clause (1) of subsection (c)(4)(A) and in-
serting “under paragraph (1) or for grant-
mg an extension under section 306(d)”,

(v) by striking “waiver under this sub-

section” wn subparagraph (B) of subsection
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(c)(4) and inserting “waiver under this sub-
section or an extension under 306(d)”,

(vi) by striking “waiver or modifica-
tion” an  subclause (1) of subsection
(c)(4)(B)(1) and inserting “waiver, modi-
fication, or extension”,

(vi1) by striking “waivers” in  the
heading of subsection (c¢)(4)(C) and of
clause (i1) of subsection (c)(4)(C) and in-
serting “waivers or extensions”,

(vite) by striking “section 304(d)” in
subparagraph (A) of subsection (c)(7) and
wm paragraph (2) of subsection (d) and in-
serting “section 304(d) or section 306(d)”,

(ix) by striking “and” at the end of
subclause (I) of subsection (c¢)(4)(C)(1) and
adding “or the accumulated funding defi-
ciency under section 306, whichever is ap-
plicable,”,

(x) by striking “303(e)(2),” in sub-
clause (I1) of subsection (¢)(4)(C)(1) and in-
serting “303(e)(2) or 306(b)(2)(C), which-

. - .
ever is applicable, and”,
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(x1) by adding 1mmediately after sub-
clause (I1) of subsection (c)(4)(C)(1) the fol-
lowing new subclause:

“(I1I) the total amounts not pard
by reason of an extension in effect
under section 306(d),”,

(xi1) by striking “for waivers of” in
clause (11) of subsection (c)(4)(C) and in-
serting “for waivers or extensions with re-
spect to”, and

(xive) by striking  “single-employer
plan” in  subparagraph (A) of subsection
(a)(2) and in clause (1) of subsection
(c)(1)(B) and inserting “single-employer
plan (other than a CSEC plan)”.

(3) BENEFIT RESTRICTIONS.—

(A) IN GENERAL.—Subsection (g) of section

206 of the Employee Retirement Income Security

Act of 1974 (29 U.S.C. 1056) 1s amended by

adding at the end thereof the following mnew

paragraph:

“(12) CSEC pPLANS.—This subsection shall not

apply to a CSEC plan (as defined in section

210().”.
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(B) EFFECTIVE DATE.—Any restriction
under section 206(g) of the Employee Retirement

Income Security Act of 1974 that s in effect

with respect to a CSEC plan as of the last day

of the last plan year beginning before Januwary

1, 2014, shall cease to apply as of the first day

of the following plan year.

(4) BENEFIT INCREASES.—Paragraph (3) of sec-
tion 204(v) of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1054(v)) is amended by
striking “multiemployer plans” and inserting “multi-
employer plans or CSEC plans”.

(5) SECTION 103.—Subparagraph (B) of section
103(d)(8) of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1023(d)(8)) is amended
by striking “303(h) and 304(c)(3)” and inserting
“303(h), 304(c)(3), and 306(c)(3)”.

(6) SECTION 4003.—Subparagraph (B) of section
4003(e)(1) of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1303(e)(1)) is amended
by striking “303(k)(1)(A) and (B) of this Act or sec-
tion 430(k)(1)(A) and (B) of the Internal Revenue
Code of 19867 and inserting “303(k)(1)(A) and (B)
or 306(g)(1)(A) and (B) of this Act or section
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1 430(k)(1)(A) and (B) or 433(g)(1)(A) and (B) of the
2 Internal Revenue Code of 19867

3 (7) SECTION 4010.—Paragraph (2) of section
4 4010(b) of the Employee Retirement Income Security
5 Act of 1974 (29 U.S.C. 1310(D)) is amended by strik-
6 mg “303(k)(1)(A) and (B) of this Act or section
7 430(k)(1)(A) and (B) of the Internal Revenue Code of
8 1986”7 and inserting “303(k)(1)(A) and (B) or
9 306(g)(1)(A) and (B) of this Act or section
10 430(k)(1)(A) and (B) or 433(g)(1)(A) and (B) of the
11 Internal Revenue Code of 19867

12 (8) SECTION 4071.—Section 4071 of the Em-
13 ployee Retirement Income Security Act of 1974 (29
14 US.C. 1371) s amended by striking “section
15 303(k)(4)” and inserting “‘section 303(k)(4) or
16 306(g)(4)”.

17 (b) AMENDMENTS TO CODE.—

18 (1) MINIMUM FUNDING STANDARDS UNDER THE
19 INTERNAL REVENUE CODE.—Subpart A of part III of
20 subchapter D of chapter 1 of subtitle A of the Internal
21 Revenue Code of 1986 is amended by adding at the
22 end the following new section:
23 “SEC. 433. MINIMUM FUNDING STANDARDS.
24 “la) GENERAL RULE.—For purposes of section 412,

25 the term ‘accumulated funding deficiency’ for a CSEC plan
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means the excess of the total charges to the funding standard
account for all plan years (beginning with the first plan
year to which section 412 applies) over the total credits to
such account for such years or, if less, the excess of the total
charges to the alternative minvmum funding standard ac-
count for such plan years over the total credits to such ac-
count for such years.
“(b) FUNDING STANDARD ACCOUNT.—

“(1) ACCOUNT REQUIRED.—Kach plan to which
this section applies shall establish and maimtain «
SJunding standard account. Such account shall be cred-
ited and charged solely as provided in this section.

“(2) CHARGES TO ACCOUNT.—For a plan year,
the funding standard account shall be charged with
the sum of—

“(A) the normal cost of the plan for the
plan year,

“(B) the amounts necessary to amortize in
equal annual nstallments (until fully amor-
trzed)—

“(1) i the case of a plan in existence
on January 1, 1974, the unfunded past
service liability under the plan on the first
day of the first plan year to which section

412 applies, over a period of 40 plan years,
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“(11) in the case of a plan which comes
wmto existence after January 1, 1974, but
before the first day of the first plan year be-
ginning after December 31, 2013, the un-
SJunded past service liability under the plan
on the first day of the first plan year to
which section 412 applies, over a period of
30 plan years,

“(111) in the case of a plan that is sub-
ject to section 430 for the last plan year be-
ginning before January 1, 2014, the sum
of—

“(I) the plan’s funding standard
carryover balance and prefunding bal-
ance (as such terms are defined in sec-
tron 430(f)) as of the end of such plan
year, and

“(II) the unfunded past service li-
ability under the plan for the first
plan  year beginning after December
31, 2013,

over a period of 15 years,

“(iv) separately, with respect to each

plan year, the net increase (if any) in un-

Junded past service Liability under the plan
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arising from plan amendments adopted in
such year, over a period of 15 plan years,

“(v) separately, with respect to each
plan year, the net experience loss (if any)
under the plan, over a period of 5 plan
years, and

“(v) separately, with respect to each
plan year, the net loss (if any) resulting
from changes in actuarial assumptions used
under the plan, over a period of 10 plan
years,

“(C) the amount necessary to amortize each
wawved funding deficiency (within the meaning
of section 412(c)(3)) for each prior plan year in
equal annual installments (until fully amor-
tized) over a period of 5 plan years,

“(D) the amount necessary to amortize in
equal annual installments (until fully amor-
tized) over a period of 5 plan years any amount
credited to the funding standard account under
paragraph (3)(D), and

“(E) the amount necessary to amortize in
equal annual nstallments (until fully amor-
tized) over a period of 20 years the contributions

which would be required to be made under the
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but  for the provisions of section

412(c)(7)(A)()(1) (as in effect on the day before

the enactment of the Pension Protection Act of

2006).

“(3) CREDITS TO ACCOUNT.—For a plan year,

the funding standard account shall be credited with

the sum of—

“(A) the amount considered contributed by

the employer to or under the plan for the plan

year,

“(B) the amount mnecessary to amortize in

equal annual installments (until fully amor-

tized)—

*S 1302 RS

“(1) separately, with respect to each
plan year, the net decrease (if any) in un-
Junded past service Liability under the plan
arising from plan amendments adopted in
such year, over a period of 15 plan years,

“(11) separately, with respect to each
plan year, the net experience gain (if any)
under the plan, over a period of 5 plan
years, and

“(iir) separately, with respect to each
plan year, the net gain (if any) resulting

Jrom changes i actuarial asswmptions used
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under the plan, over a period of 10 plan
years,
“(C) the amount of the warved funding defi-

ciency (within the meaning of section 412(c)(3))

Jor the plan year,

“(D) in the case of a plan year for which
the accumulated funding deficiency 1s deter-
mined under the funding standard account if
such plan year follows a plan year for which
such deficiency was determined under the alter-
natiwe minimum funding standard, the excess (if
any) of any debit balance in the funding stand-
ard account (determined without regard to this
subparagraph) over any debit balance in the al-
ternative minvmum funding standard account,
and

“(E) for the first plan year beginning after
December 31, 2013, in the case of a plan that 1s
subject to section 430 for the last plan year be-
ginning before January 1, 2014, the sum of the
plan’s funding standard carryover balance and
prefunding balance (as such terms are defined in
section 430(f)) as of the end of the last plan year

beginning before January 1, 2014.
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“(4) COMBINING AND OFFSETTING AMOUNTS TO
BE AMORTIZED.—Under regulations prescribed by the
Secretary, amounts required to be amortized under
paragraph (2) or paragraph (3), as the case may
be—

“(4) may be combined into one amount
under such paragraph to be amortized over a pe-
riod determined on the basis of the remaining
amortization period for all items entering into
such combined amount, and

“(B) may be offset against amounts re-
quired to be amortized under the other such
paragraph, with the resulting amount to be am-
ortized over a period determined on the basis of
the remaining amortization periods for all items
entering into whichever of the two amounts being
offset is the greater.

“(5) INTEREST.—

“(A) Except as provided wn subparagraph
(B), the funding standard account (and items
therein) shall be charged or credited (as deter-
mained under requlations prescribed by the Sec-
retary) with interest at the appropriate rate con-
sistent with the rate or rates of interest used

under the plan to determine costs.
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“(B) The interest rate used for purposes of
computing the amortization charge described in
subsection (0)(2)(C) or for purposes of any ar-
rangement under subsection (d) for any plan
year shall be the greater of—
“(1) 150 percent of the Federal mad-
term rate (as in effect under section 1274
Jor the 1st month of such plan year), or
“(1n) the rate of interest determined
under subparagraph (A).

“(6) AMORTIZATION SCHEDULES IN EFFECT.—
Amortization schedules  for amounts described in
paragraphs (2) and (3) that are in effect as of the last
day of the last plan year beginning before Januwary
1, 2014, by reason of section 104 of the Pension Pro-
tection Act of 2006 shall remain in effect pursuant to
thewr terms and this section, except that such amounts
shall not be amortized again under this section. In
the case of a plan that is subject to section 430 for
the last plan year beginning before Januwary 1, 2014,
any amortization schedules and bases for plan years
beginning before such date shall be reduced to zero.
“(c) SPECIAL RULES.—

“(1) DETERMINATIONS TO BE MADE UNDER

FUNDING METHOD.—For purposes of this section, nor-
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mal costs, accrued liability, past service liabilities,
and experience gains and losses shall be determined
under the funding method wused to determine costs
under the plan.

“(2) VALUATION OF ASSETS.—

“(A) IN GENERAL.—For purposes of this
section, the value of the plan’s assets shall be de-
termined on the basis of any reasonable actu-
arial method of valuation which takes into ac-
count fair market value and which is permaitted
under requlations prescribed by the Secretary.

“(B) DEDICATED BOND PORTFOLIO.—The
Secretary may by regulations provide that the
value of any dedicated bond portfolio of a plan
shall be determined by using the interest rate
under section 412(b)(5) (as in effect on the day
before the enactment of the Pension Protection
Act of 2006).

“(3) ACTUARIAL ASSUMPTIONS MUST BE REA-
SONABLE.—For purposes of this section, all costs, li-
abilities, rates of interest, and other factors under the
plan shall be determined on the basis of actuarial as-
sumptions and methods—

“(A) each of which 1is reasonable (taking

mto account the experience of the plan and rea-
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sonable expectations) or which, in the aggregate,

result in a total contribution equivalent to that

whaich would be determaned if each such assump-
tion and method were reasonable, and

“(B) which, in combination, offer the actu-
ary’s best estimate of anticipated experience
under the plan.

“(4) TREATMENT OF CERTAIN CHANGES AS EX-
PERIENCE GAIN OR LOSS.—For purposes of this sec-
tion, 1f—

“tA) a change in benefits under the Social

Security Act or in other retirement benefits cre-

ated under Federal or State law, or

“(B) a change in the definition of the term

“wages’ under section 3121 or a change in the

amount of such wages taken into account under

requlations prescribed for purposes of section

401(a)(5),
results mn an increase or decrease i accrued liability
under a plan, such increase or decrease shall be treat-
ed as an experience loss or gain.

“(5) FUNDING METHOD AND PLAN YEAR.—

“(A) FUNDING METHODS AVAILABLE.—AIl

Junding methods available to CSEC plans under

section 412 (as in effect on the day before the en-
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actment of the Pension Protection Act of 2006)
shall continue to be available under this section.

“(B) NOT AFFECTED BY CESSATION OF BEN-
EFIT ACCRUALS.—The availability of any fund-
g method, including all spread gain funding
methods, shall not be affected by whether benefit
accruals under a plan have ceased. Except as
otherwise provided in subparagraph (C) or in
requlations prescribed by the Secretary, if benefit
accruals have ceased under a plan, the spread
gain funding methods may be applied by amor-
tizing over the average expected future lives of all
participants.

“(C) MINIMUM AMOUNT.—In the case of a
plan amortizing over the average expected future
lives of all participants pursuant to the second
sentence of subparagraph (B), such amortization
amount for any plan year shall not be less than
the sum of—

“(1) the amount determined by amor-
tizing, as of the first year for which the
plan amortizes over the average future lives
of all participants, the entire unfunded past
service liability in equal installments over

15 years, and
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“(11) the amount determined by amor-
tizing any increase or decrease in such un-
Sfunded past service lLiability in any subse-
quent year, other than an increase or de-
crease attributable to contributions or ex-
pected experience, in equal installments over
15 years.
“(D) CHANGES.—If the funding method for
a plan is changed, the new funding method shall
become the funding method used to determine
costs and lLiabilities under the plan only if the
change s approved by the Secretary. The pre-
ceding sentence shall not apply to any change
made pursuant to, or permitted by, the second
sentence of subparagraph (B) if such change is
made for the first plan year beginning after De-
cember 31, 2013. Any such change may be made
without the approval of the Secretary. If the
plan year for a plan 1s changed, the new plan
year shall become the plan year for the plan only
if the change is approved by the Secretary.
“(E) APPROVAL REQUIRED FOR CERTAIN
CHANGES IN ASSUMPTIONS BY CERTAIN SINGLE-
EMPLOYER PLANS SUBJECT TO ADDITIONAL

FUNDING REQUIREMENT.—
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“(1) IN GENERAL—No actuarial as-
sumption (other than the assumptions de-
seribed wn subsection (h)(3)) used to deter-
mine the current Liability for a plan to
which this subparagraph applies may be
changed without the approval of the Sec-
retary.

“(11) PLANS TO WHICH SUBPARAGRAPIH
APPLIES.—This subparagraph shall apply
to a plan only 1f—

“(1) the plan s a CSEC plan,

“(II) the aggregate unfunded vest-
ed benefits as of the close of the pre-
ceding plan year (as determined under
section 4006(a)(3)(E)(11) of the Em-
ployee Retirement Income Security Act
of 1974) of such plan and all other
plans maintained by the contributing
sponsors  (as  defined in  section

4001(a)(13) of such Act) and members

of such sponsors’ controlled groups (as

defined in section 4001(a)(14) of such

Aet) which are covered by title IV (dis-

regarding plans with no unfunded

vested benefits) exceed $50,000,000, and
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“(I1I) the change in assumptions
(determined after taking into account
any changes in interest rate and mor-
tality table) results in a decrease in the
Junding shortfall of the plan for the
current  plan  year  that  exceeds
$50,000,000, or that exceeds $5,000,000
and that s 5 percent or more of the
current liability of the plan before such
change.

“(6) FuLL FUNDING.—If, as of the close of a
plan year, a plan would (without regard to this para-
graph) have an accumulated funding deficiency (de-
termaned without regard to the alternative minvmum
Junding standard account permaitted under subsection
(e)) in excess of the full funding limitation—

“(A) the funding standard account shall be
credited with the amount of such excess, and
“(B) all amounts described in paragraphs

(2)(B), (C), and (D) and (3)(B) of subsection (b)

which are required to be amortized shall be con-

sidered  fully amortized for purposes of such

paragraphs.
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“(7) FULL-FUNDING LIMITATION.—For purposes

of paragraph (6), the term ‘full-funding limitation

>

means the excess (if any) of—

“(A) the accrued liability (including nor-

mal cost) under the plan (determined under the

entry age normal funding method if such acerued

liability cannot be directly calculated under the

SJunding method used for the plan), over

*S 1302 RS

“(B) the lesser of—

“(1) the farr market value of the plan’s
assets, or

“(1n) the value of such assets deter-
mined under paragraph (2).

“(C) MINIMUM AMOUNT.—

“(t) IN GENERAL—In no event shall
the  full-funding  Limitation  determined
under subparagraph (A) be less than the ex-
cess (if any) of—

“(I) 90 percent of the current li-
ability (determined without regard to
paragraph (4) of subsection (h)) of the
plan  (including the expected increase
m such current hiability due to benefits

accruing during the plan year), over
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“(II) the value of the plan’s assets
determined under paragraph (2).
“(11) ASSETS.—For purposes of clause
(1), assets shall not be reduced by any credit

balance in the funding standard account.

“(8) ANNUAL VALUATION.—

“(A) IN GENERAL.—For purposes of this

section, a determination of experience gains and

losses and a valuation of the plan’s liability

shall be made not less frequently than once every

year, except that such determination shall be

made more frequently to the extent requirved in

particular cases under regulations prescribed by

the Secretary.
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“(B) VALUATION DATE.—

“(1) CURRENT YEAR.—Except as pro-
vided in clause (11), the valuation referred
to in subparagraph (A) shall be made as of
a date within the plan year to which the
valuation refers or within one month prior
to the beginning of such year.

“(i) USE OF PRIOR YEAR VALU-

ATION.

The valuation referred to in sub-
paragraph (A) may be made as of a date

within the plan year prior to the year to



O© o0 3 O WD B W N e

| \O I \© R O R \O I O R N e e e e e T e e e
A W = O O 0NN N N R WD = O

(((9)

159
which the valuation vefers if, as of such
date, the value of the assets of the plan are
not less than 100 percent of the plan’s cur-
rent liability.
“(111) ADJUSTMENTS.—Information
under clause (i1) shall, in accordance with

requlations, be actuarially adjusted to re-

flect significant differences in participants.

“(w) LIMITATION.—A change in fund-
mg method to use a prior year valuation,
as provided i clause (11), may not be made
unless as of the valuation date within the
prior plan year, the value of the assets of
the plan are not less than 125 percent of the
plan’s current liability.

TIME WHEN CERTAIN CONTRIBUTIONS

DEEMED MADE.—For purposes of this section, any

contributions for a plan year made by an employer

during the period—

“(A) beginning on the day after the last day

of such plan year, and

“(B) ending on the day which 1is 8/

months after the close of the plan year,

shall be deemed to have been made on such last day.

*S 1302 RS
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“(10) ANTICIPATION OF BENEFIT INCREASES EF-

FECTIVE IN THE FUTURE.—In determining projected
benefits, the funding method of a collectively bar-
gained CSEC plan described in section 413(a) (other
than a multiemployer plan) shall anticipate benefit
inereases scheduled to take effect during the term of
the collective bargaining agreement applicable to the
plan.

“(d) EXTENSION OF AMORTIZATION PERIODS.—The
period of years required to amortize any unfunded liability
(described wn any clause of subsection (D)(2)(B)) of any
plan may be extended by the Secretary of Labor for a period
of time (not in excess of 10 years) if such Secretary deter-
manes that such extension would carry out the purposes of
the Employee Retirement Income Security Act of 1974 and
provide adequate protection for participants under the
plan, and their beneficiaries and if such Secretary deter-
manes that the failure to permit such extension would result
m—

“(1) a substantial risk to the voluntary continu-
ation of the plan, or

“(2) a substantial curtailment of pension benefit
levels or employee compensation.

“le) ALTERNATIVE MINIMUM FUNDING STANDARD.—

*S 1302 RS
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“(1) IN GENERAL—A CSEC plan which uses a
Junding method that requires contributions n all
years not less than those required under the entry age
normal funding method may maimtain an alternative
minimum  funding standard account for any plan
year. Such account shall be credited and charged sole-
ly as provided in this subsection.

“(2) CHARGES AND CREDITS TO ACCOUNT.—For
a plan year the alternative minimum funding stand-
ard account shall be—

“(A) charged with the sum of—

“(1) the lesser of mormal cost under the
Junding method used under the plan or nor-
mal cost determined under the unit credit
method,

“(11) the excess, if any, of the present
value of acerued benefits under the plan
over the fair market value of the assets, and

“(111) an amount equal to the excess (if
any) of credits to the alternative minimum
standard account for all prior plan years
over charges to such account for all such

years, and

*S 1302 RS
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“(B) credited with the amount considered
contributed by the employer to or under the plan
Jor the plan year.

“(3) SprciAL RULES.—The alternative min-
vmum funding standard account (and items therein)
shall be charged or credited with interest in the man-
ner provided under subsection (b)(5) with respect to
the funding standard account.

“(f) QUARTERLY CONTRIBUTIONS REQUIRED.—

“(1) IN GENERAL—If a CSEC plan which has
a funded current liability percentage for the preceding
plan year of less than 100 percent fails to pay the full
amount of a requirved installment for the plan year,
then the rate of interest charged to the funding stand-
ard account under subsection (b)(5) with respect to
the amount of the underpayment for the period of the
underpayment shall be equal to the greater of—

“(A) 175 percent of the Federal mid-term
rate (as in effect under section 1274 for the 1st
month of such plan year), or

“(B) the rate of interest used under the plan
m determining costs.

“(2) AMOUNT OF UNDERPAYMENT, PERIOD OF

UNDERPAYMENT.—For purposes of paragraph (1)—

*S 1302 RS
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“(4) AMOUNT.—The amount of the under-
payment shall be the excess of—
“(v) the required installment, over
“(11) the amount (if any) of the install-
ment contributed to or under the plan on or
before the due date for the installment.

“(B) PERIOD OF UNDERPAYMENT.—The pe-
riod for which interest 1s charged under this sub-
section with regard to any portion of the under-
payment shall run from the due date for the in-
stallment to the date on which such portion is
contributed to or under the plan (determined
without regard to subsection (¢)(9)).

“(C) ORDER OF CREDITING CONTRIBU-
TIONS.—For purposes of subparagraph (A)(i1),
contributions shall be credited against unpaid
required installments in the order in which such
mstallments are required to be paid.

“(3) NUMBER OF REQUIRED INSTALLMENTS; DUE
DATES.—For purposes of this subsection—

“(A) PAYABLE IN 4 INSTALLMENTS.—There
shall be 4 requirved wnstallments for each plan
year.

“(B) TIME FOR PAYMENT OF INSTALL-

MENTS.—

*S 1302 RS
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“In the case of the following re- The due date is:
quired installments: )
IS oo April 15
QN e July 15
BEA e October 15
FEN i Januwary 15 of the following year.

“(4) AMOUNT OF REQUIRED INSTALLMENT.—For
purposes of this subsection—

“(A) IN GENERAL.

The amount of any re-
quired installment shall be 25 percent of the re-
quired annual payment.

“(B) REQUIRED ANNUAL PAYMENT.—For
purposes of subparagraph (A), the term ‘required
annual payment’ means the lesser of—

“(1) 90 percent of the amount required
to be contributed to or under the plan by
the employer for the plan year under section
412 (without regard to any waiver under
subsection (¢) thereof), or

“(11) 100 percent of the amount so re-
quired for the preceding plan year.

Clause (11) shall not apply if the preceding plan
year was not a year of 12 months.
“(5) LIQUIDITY REQUIREMENT.—

“(A) IN GENERAL—A plan to which this
paragraph applies shall be treated as failing to
pay the full amount of any required installment
to the extent that the value of the lLiquid assets

*S 1302 RS
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pard wn such installment 1s less than the liquid-
vty shortfall (whether or not such lLiquidity short-
fall exceeds the amount of such installment re-
quired to be paid but for this paragraph,).

“(B) PLANS TO WHICH PARAGRAPH AP-
PLIES.—This paragraph shall apply to a CSEC
plan other than a plan described n  section
412(1)(6)(A) (as in effect on the day before the
enactment of the Pension Protection Act of 2006)
which—

“(1) 1s required to pay installments
under this subsection for a plan year, and

“(11) has a lLiquadity shortfall for any
quarter during such plan year.

“(C) PERIOD OF UNDERPAYMENT.—For
purposes of paragraph (1), any portion of an in-
stallment that s treated as not paid under sub-
paragraph (A) shall continue to be treated as
unpaid until the close of the quarter in which the
due date for such installment occurs.

“(D) LIMITATION ON INCREASE.—If the
amount of any required installment is increased
by reason of subparagraph (A), in no event shall
such increase exceed the amount which, when

added to prior installments for the plan year, 1s
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necessary to increase the funded current liability

percentage (taking into account the expected in-

crease in current liability due to benefits accru-

g during the plan year) to 100 percent.

“(E) DEFINITIONS.—For purposes of this

paragraph:

*S 1302 RS

“(v) LIQUIDITY SHORTFALL—The term

‘Tiquadity shortfall’ means, with respect to
any required installment, an amount equal
to the excess (as of the last day of the quar-
ter for which such installment is made) of
the base amount with respect to such quar-
ter over the value (as of such last day) of

the plan’s liquid assets.

“(11) BASE AMOUNT.—

“(I) IN GENERAL.—The term ‘base
amount’ means, with respect to any
quarter, an amount equal to 3 times

the sum of the adjusted disbursements

from the plan for the 12 months ending

on the last day of such quarter.

“(II) SpeciAL  RULE—If the
amount determined under subclause (1)
exceeds an amount equal to 2 times the

sum of the adjusted disbursements from
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the plan for the 36 months ending on

the last day of the quarter and an en-
rolled actuary certifies to the satisfac-
tion of the Secretary that such excess is
the rvesult of nonrecurring  cir-
cumstances, the base amount with re-
spect to such quarter shall be deter-
maned without regard to amounts re-
lated to  those mnonrecurring  cir-
cumstances.

“(iit)  DISBURSEMENTS FROM THE

PLAN.—The term ‘disbursements from the
plan’ means all disbursements from the
trust, including purchases of annuaities,
payments of single sums and other benefits,

and administrative expenses.

“tiv) ADJUSTED DISBURSEMENTS.—

The term ‘adjusted disbursements’ means
disbursements from the plan reduced by the

product of—

“(1) the plan’s funded current li-
ability percentage for the plan year,
and

“(II) the sum of the purchases of

annuities, payments of single sums,
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and such other disbursements as the

Secretary shall provide in regulations.

“(v) LIQUID ASSETS.—The term ‘lig-
wid assets’ means cash, marketable securi-
ties and such other assets as specified by the
Secretary in regulations.

“(v1) QUARTER.—The term ‘quarter’

means, with respect to any required install-

ment, the 3-month period preceding the
month i which the due date for such in-
stallment occurs.

“(F) REGULATIONS.—The Secretary may
prescribe such requlations as are mnecessary to
carry out this paragraph.

“(6) FISCAL YEARS AND SHORT YEARS.—

“(A) FISCAL YEARS.—In applying this sub-
section to a plan year beginning on any date
other than January 1, there shall be substituted
Jor the months specified in this subsection, the
months which correspond thereto.

“(B) SHORT PLAN YEAR.—This subsection
shall be applied to plan years of less than 12
months n accordance with regulations pre-

seribed by the Secretary.
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“(g) IMPOSITION OF LIEN WHERE FAILURE TO MAKE
REQUIRED CONTRIBUTIONS.—
“(1) IN GENERAL.—In the case of a plan to
which this section applies, 1f—
“tA) any person fails to make a required
installment under subsection (f) or any other
payment requirved under this section before the
due date for such installment or other payment,
and
“(B) the unpaid balance of such installment
or other payment (including interest), when
added to the aggregate unpaid balance of all pre-
ceding such installments or other payments for
which payment was not made before the due date
(including interest), exceeds $1,000,000,
then there shall be a lien i favor of the plan in the
amount determined under paragraph (3) upon all
property and rights to property, whether real or per-
sonal, belonging to such person and any other person
who 18 a member of the same controlled group of
which such person s a member.

“(2) PLANS TO WHICH SUBSECTION APPLIES.—
This subsection shall apply to a CSEC plan for any
plan year for which the funded current liability per-

centage of such plan 1s less than 100 percent. This

*S 1302 RS
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subsection shall not apply to any plan to which sec-
tion 4021 of the Employee Retirement Income Secu-
rity Act of 1974 does not apply (as such section is in
effect on the date of the enactment of the Retirement
Protection Act of 1994).

“(3) AMOUNT OF LIEN.—For purposes of para-
graph (1), the amount of the lien shall be equal to the
aggregate unpaid balance of required installments
and other payments required under this section (in-

cluding interest)—

[\O T \© R O R \O TR \O R O B e e e e e e e
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“(A) for plan years beginning after 1987,
and

“(B) for which payment has not been made
before the due date.

“(4) NOTICE OF FAILURE; LIEN.

“(A) NOTICE OF FAILURE.—A person com-
mitting a failure described in paragraph (1)
shall notify the Pension Benefit Guaranty Cor-
poration of such failure within 10 days of the
due date for the required installment or other
payment.

“(B) PERIOD OF LIEN.—The lien 1mposed
by paragraph (1) shall arise on the due date for
the required installment or other payment and

shall continue until the last day of the first plan

*S 1302 RS
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year in which the plan ceases to be described in
paragraph (1)(B). Such lien shall continue to
run without regard to whether such plan con-
tinues to be described in paragraph (2) during
the period referred to in the preceding sentence.

“(C) CERTAIN RULES TO APPLY.—Any
amount with respect to which a lien 1s 1mposed
under paragraph (1) shall be treated as taxes
due and owing the United States and rules simi-
lar to the rules of subsections (c), (d), and (e) of
section 4068 of the Employee Retirement Income
Security Act of 1974 shall apply with respect to
a lien imposed by subsection (a) and the amount
with respect to such lien.

“(5) ENFORCEMENT.—Any lien created under

paragraph (1) may be perfected and enforced only by
the Pension Benefit Guaranty Corporation, or at the
dvrection of the Pension Benefit Guaranty Corpora-
tion, by any contributing employer (or any member

of the controlled group of the contributing employer).

“(6) DEFINITIONS.—For purposes of this sub-

section—

“(A) DUE DATE; REQUIRED INSTALL-
MENT.—The terms ‘due date’ and ‘required in-

stallment’ have the meanings given such terms

*S 1302 RS
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by subsection (f), except that in the case of a

payment other than a required installment, the

due date shall be the date such payment is re-

quired to be made under this section.

“(B) CONTROLLED GROUP.—The term ‘con-
trolled group’ means any group treated as a sin-
gle employer under subsections (b), (¢), (m), and
(0) of section 414.

“(h) CURRENT LIABILITY.—For purposes of this sec-
tion—

“(1) IN GENERAL.—The term ‘current liability’
means all liabilities to employees and their bene-
ficiaries under the plan.

“(2) TREATMENT OF UNPREDICTABLE CONTIN-
GENT EVENT BENEFITS.—

“(A) IN GENERAL.—For purposes of para-
graph (1), any unpredictable contingent event
benefit shall not be taken into account until the
event on which the benefit 1s contingent occurs.

“(B) UNPREDICTABLE CONTINGENT EVENT
BENEFIT.—The term ‘unpredictable contingent
event benefit’ means any benefit contingent on
an event other than—

“(1) age, service, compensation, death,

or disability, or
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“(11) an event which 1s reasonably and
reliably predictable (as determined by the
Secretary).

“(3) INTEREST RATE AND MORTALITY ASSUMP-
TIONS USED.—

“(A) INTEREST RATE.—The rate of interest
used to determine current lLiability under this
section shall be the third segment rate deter-
maned under section 430(h)(2)(C).

“(B) MORTALITY TABLES.—

“(1) SECRETARIAL AUTHORITY.—The
Secretary may by requlation prescribe mor-
tality tables to be used in determining cur-
rent liability under this subsection. Such
tables shall be based upon the actual experi-
ence of pension plans and projected trends
m such experience. In prescribing such ta-
bles, the Secretary shall take into account
results of available independent studies of
mortality of indwiduals covered by pension
plans.

“(it) PrRIODIC REVIEW—The Sec-
retary shall periodically (at least every 5
years) review any tables in effect under this

subsection and shall, to the extent the Sec-
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retary determines necessary, by regulation
update the tables to reflect the actual experi-
ence of pension plans and projected trends
m such experience.

“(C) SEPARATE MORTALITY TABLES FOR

THE DISABLED.—Notwithstanding subparagraph

(B)—

*S 1302 RS

“(t) IN GENERAL.—In the case of plan
years beginning after December 31, 1995,
the Secretary shall establish mortality tables
which may be used (in liew of the tables
under subparagraph (B)) to determine cur-
rent Liability under this subsection for indi-
viduals who are entitled to benefits under
the plan on account of disability. The Sec-
retary shall establish separate tables for in-
dwiduals whose disabilities occur in plan
years beginning before January 1, 1995,
and for indwiduals whose disabilities occur
m plan years beginning on or after such
date.

“(11) SPECIAL RULE FOR DISABILITIES
OCCURRING AFTER 1994.—In the case of dis-
abilities occurring in plan years beginning

after December 31, 1994, the tables under
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clause (1) shall apply only with respect to

mdwiduals deseribed in such subclause who

are disabled within the meaning of title 11

of the Social Security Act and the regula-

tions thereunder.
“(4) CERTAIN SERVICE DISREGARDED.—

“(A) IN GENERAL.—In the case of a partici-
pant to whom this paragraph applies, only the
applicable percentage of the years of service be-
Jore such individual became a participant shall
be taken into account in computing the current
liability of the plan.

“(B) APPLICABLE PERCENTAGE.—For pur-
poses of this subparagraph, the applicable per-

centage shall be determined as follows:

“If the years of participation The applicable percent-
are: age is:

20
G ettt 40
OO U ST ST ST PRSPPI O PR PROP 60
G 80

D 0T MOTC oo 100.

16
17
18
19
20
21

“(C) PARTICIPANTS TO WHOM PARAGRAPH
APPLIES.—This subparagraph shall apply to
any participant who, at the time of becoming a
participant—

“(1) has not accrued any other benefit

under any defined benefit plan (whether or
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not terminated) maintained by the em-
ployer or a member of the same controlled
group of which the employer is a member,
“(11) who first becomes a participant
under the plan wn a plan year beginning
after December 31, 1987, and
“(111) has years of service greater than
the minimum years of service necessary for
eligibility to participate in the plan.

“(D) ELECTION—An employer may elect
not to have this subparagraph apply. Such an
election, once made, may be revoked only with
the consent of the Secretary.

“(1) FUNDED CURRENT LIABILITY PERCENTAGE.—For
purposes of this section, the term ‘funded current liability
percentage’ means, with respect to any plan year, the per-
centage which—

“(1) the value of the plan’s assets determined
under subsection (¢)(2), is of
“(2) the current liability under the plan.

“(j)) TRANSITION.—The Secretary may prescribe such
rules as are mecessary or appropriate with respect to the
transition of a CSEC plan from the application of section
430 to the application of this section.”.

(2) SEPARATE RULES FOR CSEC PLANS.—

*S 1302 RS
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(A) IN GENERAL.—Paragraph (2) of section
412(a) of the Internal Revenue Code of 1986 is
amended by striking “and” at the end of sub-
paragraph (B), by striking the period at the end
of subparagraph (C) and inserting “, and”, and
by nserting at the end thereof the following new
subparagraph:

“(D) in the case of a CSEC plan, the em-
ployers make contributions to or under the plan
Jor any plan year which, wn the aggregate, are
sufficient to ensure that the plan does not have
an accumulated funding deficiency under section
433 as of the end of the plan year.”.

(B) CONFORMING AMENDMENTS.—Section
412 of the Internal Revenue Code of 1986 is
amended—

(1) by striking “multiemployer plan™
wm paragraph (A) of subsection (a)(2), in
clause (1) of subsection (c)(1)(B), the first
place it appears in clause (1) of subsection
(c)(1)(A), and the last place it appears in
paragraph (2) of subsection (d), and insert-

g “multiemployer plan or a CSEC plan”,

*S 1302 RS



O© o0 3 O WD B W N

[\© TN NG TN N T NG I NG I N0 B S e e T e e T e T e T T
[ T NG U N N e = NN - BN B o) W ) TR ~S O T NO S e

*S 1302 RS

178

(11) by striking “430(j)” in paragraph
(1) of subsection (b) and inserting “430(j)
or under 433(f)”,

(1iv) (1) by striking “and” at the end of
clause (1) of subsection (¢)(1)(B),

(II) by striking the period at the end
of clause (i1) of subsection (¢)(1)(B) and in-
serting “, and”, and

(II1) by inserting the following new
clause after clause (1) of subsection
(c)(1)(B):

“(111) wn the case of a CSEC plan, the
Junding standard account shall be credited
under section 433(b)(3)(C) with the amount
of the wawved funding deficiency and such
amount shall be amortized as required
under section 433(0)(2)(C).”,

(1) by striking “under paragraph (1)”
wm clause (1) of subsection (c)(4)(A) and in-
serting “under paragraph (1) or for grant-
mg an extension under section 433(d)”,

(v) by striking “waiver under this sub-
section” in subparagraph (B) of subsection
(c)(4) and inserting “waiver under this sub-

section or an extension under 433(d)”,
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(vi) by striking “waiver or modifica-
tion” an  subclause (1) of subsection
(c)(4)(B)(1) and inserting “waiver, modi-
fication, or extension”,

(vir) by striking “waivers” in  the
heading of subsection (c)(4)(C) and of
clause (i1) of subsection (c)(4)(C) and in-
serting “waivers or extensions”,

(vitr) by striking “section 431(d)” in
subparagraph (A) of subsection (c)(7) and
wm paragraph (2) of subsection (d) and in-
serting “section 431(d) or section 433(d)”,

(ix) by striking “and” at the end of
subclause (1) of subsection (¢)(4)(C)(i) and
mserting “or the accumulated funding defi-
ciency under section 433, whichever is ap-
plicable,”,

(x) by striking “430(e)(2),” in sub-
clause (I1) of subsection (¢)(4)(C)(1) and in-
serting “430(e)(2) or 433(b)(2)(C), which-
ever is applicable, and”,

(x1) by adding 1mmediately after sub-
clause (1) of subsection (¢)(4)(C)(i) the fol-

lowing new subclause:
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“(I1I) the total amounts not pard

by reason of an extension in effect
under section 433(d),”, and
(xi1) by striking “for waivers of” in
clause (1) of subsection (c)(4)(C) and in-
serting “for waivers or extensions with re-
spect to”.
(3) BENEFIT RESTRICTIONS.—

(A) IN GENERAL.—Paragraph (29) of sec-
tion 401(a) of the Internal Revenue Code of 1986
1s amended by striking “multiemployer plan”
and inserting “multiemployer plan or a CSEC
plan’.

(B) CONFORMING CHANGE.—Subsection (a)
of section 436 of the Internal Revenue Code of
1986 1s amended by striking “single-employer
plan™ and inserting “single-employer plan (other
than a CSEC plan)”.

(C) EFFECTIVE DATE.—Any restriction
under sections 401(a)(29) and 436 of the Inter-
nal Revenue Code of 1986 that is in effect with
respect to a CSEC plan as of the last day of the
last plan year beginning before January 1, 2014,
shall cease to apply as of the first day of the fol-

lowing plan year.
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(4) BENEFIT INCREASES.—Subparagraph (C) of

section 401(a)(33) of the Internal Revenue Code of

1986 1s amended by striking “multiemployer plans™

and inserting “multiemployer plans or CSEC plans™.

SEC. 5. TRANSPARENCY.

(a) NOTICE TO PARTICIPANTS.—

(1) IN GENERAL—Paragraph (2) of section

101(f) of the Employee Retirement Income Security

Act of 1974 (29 U.S.C. 1021(f)) s amended by add-

g at the end the following new subparagraph:

“CE) EFFECT OF CSEC PLAN RULES ON

PLAN FUNDING.—

*S 1302 RS

“(1) IN GENERAL.—In the case of a
CSEC plan, each notice under paragraph
(1) shall include—

“(I) a statement that different
rules apply to CSEC plans than apply
to single-employer plans, and

“(II) for the first 2 plan years be-
ginning after December 31, 2013, a
statement that, as a result of changes
m the law made by the Cooperative
and Small Employer Charity Pension
Flexibility Act, the contributions to the

plan may have changed.
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“(n) APPLICABLE PLAN YEAR.—For
purposes of this subparagraph, the term
‘applicable plan year’ means any plan year
beginning after December 31, 2013, for
which—

“(I) the plan has a funding short-

fall (as defined in section 303(c)(4))

greater than $1,000,000, and

“(II) the plan had 50 or more
participants on any day during the
preceding plan year.
For purposes of any determination under
subclause (1), the aggregation rule under
the last sentence of section 303(g)(2)(B)
shall apply.

“(111) SPECIAL RULE FOR PLAN YEARS
BEGINNING BEFORE 2014—In the case of a
preceding plan year referred to in clause
(L)(III) which begins before January 1,
2014, the nformation described n  such
clause shall be provided only without regard
to the different rules applicable to CSEC
plans.”.

(2) MobDEL NOTICE.—The Secretary of Labor

may modify the model notice required to be published

*S 1302 RS
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under section 501(c) of the Pension Protection Act of

2006 to include the information described in section
101(f)(2)(E) of the Employee Retirement Income Se-
curity Act of 1974, as added by this subsection.

(b) NOTICE OF FAILURE TO MEET MINIMUM FUNDING
STANDARDS.—

(1) PENDING WAIVERS.—Paragraph (2) of sec-
tion 101(d) of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1021(d)) is amended by
striking 3037 and inserting “303 or 306"

(2) DEFINITIONS.—Paragraph (3) of section
101(d) of the Employee Retirement Income Security
Act of 1974 (21 U.S.C. 1021(d)) s amended by strik-
mg “303()7 and inserting “303(j) or 306(f), which-
ever is applicable”.

(¢) ADDITIONAL REPORTING REQUIREMENTS.—Sec-
tion 103 of the Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1023) 1s amended by adding at the end
the following new subsection:

“(g) ADDITIONAL INFORMATION WITH RESPECT TO
CSEC PLANS.—With respect to any CSEC plan, an annual
report under this section for a plan year shall include a
list of participating employers and a good faith estimate
of the percentage of total contributions made by such par-

ticipating employers during the plan year.”.
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1 SEC. 6. ELECTIONS.

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

(a) ELECTION NOT TO BE TREATED AS A CSEC

(1) AMENDMENT TO ERISA.—Subsection (f) of

section 210 of the Employee Retirement Income Secu-
rity Act of 1974, as added by section 3, 1s amended

by adding at the end the following new paragraph:

“(3) ELECTION.—

“(A) IN GENERAL—If a plan falls within
the definition of a CSEC plan under this sub-
section (without regard to this paragraph), such
plan shall be a CSEC plan unless the plan spon-
sor elects not later than the close of the first plan
year of the plan beginning after December 31,
2013, not to be treated as a CSEC plan. An elec-
tion under the preceding sentence shall take effect
Jor such plan year and, once made, may be re-
voked only with the consent of the Secretary of
the Treasury.

“(B) SPECIAL RULE—If a plan described
m subparagraph (A) is treated as a CSEC plan,
section 104 of the Pension Protection Act of
2006, as amended by the Preservation of Access
to Care for Medicare Beneficiaries and Pension

Relief Act of 2010, shall cease to apply to such

*S 1302 RS



[E—

185
plan as of the first date as of which such plan
1s treated as a OSEC plan.”.
(2) AMENDMENT TO THE CODE.—~Section 414(y)
of the Internal Revenue Code of 1986, as added by
section 3, is amended by adding at the end the fol-

lowing new paragraph:
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“(3) ELECTION.

“(A) IN GENERAL—If a plan falls within
the definition of a CSEC plan under this sub-
section (without regard to this paragraph), such
plan shall be a CSEC plan unless the plan spon-
sor elects not later than the close of the first plan
year of the plan beginning after December 31,
2013, not to be treated as a CSEC plan. An elec-
tion under the preceding sentence shall take effect
Jor such plan year and, once made, may be re-
voked only with the consent of the Secretary.

“(B) SPECIAL RULE—If a plan described
m subparagraph (A) is treated as a CSEC plan,
section 104 of the Pension Protection Act of
2006, as amended by the Preservation of Access
to Care for Medicare Beneficiaries and Pension
Relief Act of 2010, shall cease to apply to such
plan as of the first date as of which such plan
1s treated as a OSEC plan.”.
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(b) ELECTION TO CEASE TO BE TREATED AS AN KLI-

GIBLE CHARITY PLAN.—

(1) IN GENERAL.—Subsection (d) of section 104
of the Pension Protection Act of 20006, as added by
section 202 of the Preservation of Access to Care for
Medicare Beneficiaries and Pension Relief Act of
2010, 1s amended by—

(A) striking “For purposes of” and insert-
wmg “(1) IN GENERAL.—For purposes of”, and

(B) adding at the end the following:

“(2) ELECTION NOT TO BE AN ELIGIBLE CIIAR-
ITY PLAN.—A plan sponsor may elect for a plan to
cease to be treated as an eligible charity plan for plan
years beginning after December 31, 2013. Such elec-
tion shall be made at such time and in such form and
manner as shall be prescribed by the Secretary of the
Treasury. Any such election may be revoked only with
the consent of the Secretary of the Treasury.

“(3) KLECTION TO USE FUNDING OPTIONS AVAIL-
ABLE TO OTHER PLAN SPONSORS.—

“(A) A plan sponsor that makes the election
described wn paragraph (2) may elect for a plan
to apply the rules described in subparagraphs
(B), (C), and (D) for plan years beginning after

December 31, 2013. Such election shall be made

*S 1302 RS
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at such tvme and n such form and manner as
shall be prescribed by the Secretary of the Treas-
ury. Any such election may be revoked only with
the consent of the Secretary of the Treasury.

“(B) Under the rules described in this sub-
paragraph, for the first plan year beginning
after December 31, 2013, a plan has—

“(1) an 11-year shortfall amortization
base,

“in) a 12-year shortfall amortization
base, and

“(ii) a 7-year shortfall amortization
base.

“(C) Under the rules described in this sub-
paragraph, section 303(c)(2)(A) and (B) of the
Employee Retirement Income Security Act of
1974, and section 430(c)(2)(A) and (B) of the
Internal Revenue Code of 1986 shall be applied
by—

“(1) i the case of an 11-year shortfall
amortization base, substituting ‘11-plan-
year period’ for ‘7-plan-year period’ wher-
ever such phrase appears, and

“(11) in the case of a 12-year shortfall

amortization base, substituting ‘12-plan-
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year period’ for ‘7-plan-year period’ wher-

ever such phrase appears.

“(D) Under the rules described in this sub-
paragraph, section 303(c)(7) of the Employee Re-
tirement Income Security Act of 1974, and sec-
tion 430(c)(7) of the Internal Revenue Code of
1986 shall apply to a plan for which an election
has been made under subparagraph (A). Such
provisions shall apply in the following manner:

“(1) The first plan year beginning after
December 31, 2013, shall be treated as an
election year, and no other plan years shall
be so treated.

“(1n) All references in section 303(c)(7)
of such Act and section 430(c)(7) of such
Code to ‘February 28, 2010° or ‘March 1,
2010 shall be treated as references to ‘Feb-
ruary 28, 2013° or ‘March 1, 2013°, respec-
twvely.

“(E) For purposes of this paragraph, the
11-year amortization base is an amount, deter-
maned for the first plan year beginning after De-
cember 31, 2013, equal to the unamortized prin-
cipal amount of the shortfall amortization base

(as defined in section 303(c)(3) of the Employee
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Retirement Income Security Act of 1974 and sec-
tion 430(c)(3) of the Internal Revenue Code of
1986) that would have applied to the plan for
the first plan beginning after December 31, 2009,
if—

“(1) the plan had never been an eligible
charity plan,

“(1n) the plan sponsor had made the
election described in section 303(¢c)(2)(D)(1)
of the Employee Retirement Income Secu-
rity  Act of 1974 and in  section
430(c)(2)(D)(1) of the Internal Revenue
Code of 1986 to have section 303(c)(2)(D)(1)
of such Act and section 430(c)(2)(D)(ii1) of
such Code apply with respect to the shortfall
amortization base for the first plan year be-
ginning after December 31, 2009, and

“(iir) mo event had occurred under
paragraph (6) or (7) of section 303(c) of
such Act or paragraph (6) or (7) of section
430(c) of such Code that, as of the first day
of the first plan year beginning after De-
cember 31, 2013, would have modified the
shortfall amortization base or the shortfall

amortization installments with respect to
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the first plan year beginning after December

31, 2000.

“(F) For purposes of this paragraph, the
12-year amortization base is an amount, deter-
maned for the first plan year beginning after De-
cember 31, 2013, equal to the unamortized prin-
cipal amount of the shortfall amortization base
(as defined in section 303(c)(3) of the Employee
Retirement Income Security Act of 1974 and sec-
tion 430(c)(3) of the Internal Revenue Code of
1986) that would have applied to the plan for
the first plan beginning after December 31, 2010,
1f—

“(1) the plan had never been an eligible
charity plan,

“(11) the plan sponsor had made the
election described in section 303(c)(2)(D)(1)
of the Employee Retirement Income Secu-
rty Act  of 1974 and in  section
430(c)(2)(D)(1) of the Internal Revenue
Code of 1986 to have section 303(c)(2)(D)(1)
of such Act and section 430(c)(2)(D)(111) of
such Code apply with respect to the shortfall
amortization base for the first plan year be-

ginning after December 31, 2010, and
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“tirt) mo event had occurred wunder
paragraph (6) or (7) of section 303(c) of
such Act or paragraph (6) or (7) of section
430(c) of such Code that, as of the first day
of the first plan year beginning after De-
cember 31, 2013, would have modified the
shortfall amortization base or the shortfall
amortization installments with respect to
the first plan year beginning after December
31, 2010.

“(G) For purposes of this paragraph, the 7-
year shortfall amortization base is an amount,
determaned  for the first plan year beginning
after December 31, 2013, equal to—

“(1) the shortfall amortization base for
the first plan year beginning after December
31, 2013, without regard to this paragraph,
minus

“(11) the sum of the 11-year shortfall
amortization base and the 12-year shortfall

amortization base.”.

(¢) DEEMED KELECTION.—For purposes of sections

23 4(b)(2) and 4021(b)(3) of the Employee Retirement Income

24 Security Act of 1974, a plan shall be deemed to have made
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an irrevocable election under section 410(d) of the Internal
Revenue Code of 1986 1f—

(1) the plan was established before January 1,
2014;

(2) the plan falls within the definition of «a
CSEC plan;

(3) the plan sponsor does not make an election
under section 210(f)(3)(A) of the Ewmployee Retire-
ment Income Security Act of 1974 and section
414(y)(3)(A) of the Internal Revenue Code of 1986, as
added by this Act; and

(4) the plan, plan sponsor, administrator, or fi-
duciary remits one or more premium payments for
the plan to the Pension Benefit Guaranty Corpora-
tion for a plan year beginning after December 31,
2015.

(d) EFFECTIVE DATE.—The amendments made by this
section shall apply as of the date of enactment of this Act.

SEC. 7. SPONSOR EDUCATION AND ASSISTANCE.

(a) DEFINITION—In this section, the term “CSEC
plan” has the meaning given that term in subsection (f)(1)
of section 210 of the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1060(f)(1)) (as added by this Act).

(b) EpucATION.—The Participant and Plan Sponsor

Advocate established under section 4004 of the Employee
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Retirement Income Security Act of 1974 (29 U.S.C. 1304)

shall make tself available to assist CSEC plan sponsors
and participants as part of the duties it performs under
the general supervision of the Board of Directors under sec-
tron 4004(b) of such Act (29 U.S.C. 1304(b)).
SEC. 8. EFFECTIVE DATE.

Unless otherwise specified in this Act, the provisions
of this Act shall apply to years beginning after December
31, 2013.
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