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Pension Relief Bill Finally Passes Congress

President Expected to Sign

On Thursday June 24, the House agreed to pass “as is” the previously Senate
passed H.R. 3962, Preservation of Access to Care for Medicare Beneficiaries and
Pension Relief Act of 2010, which included some of the multiemployer defined
benefit plan pension relief that had been in the House passed bill H.R. 4213. See
Client Bulletin 2010-45 for more in H.R. 3962.

H.R. 3962 appears to include the only relief that was in Section 311 of H.R. 4213,
with a few differences. Those involved in the calculations the law addresses wiill
want to read the short text. H.R. 3962 is available by “clicking here.”

H.R. 3962 contains parallel amendments to ERISA and the Code. A copy of the
amendments to just the Code is available by “clicking here.” The multiemployer
pension relief provisions are found at pages 62-74 of the bill.

The relief for multiemployer plans includes:

e use of a separate 30-year amortization period for net investment losses
incurred in either or both of the first two plan years ending after August 31,
2008;

e use of an extended smoothing period for the difference between actual and
expected returns for either or both of the first two plan years ending after
August 31, 2008 over up to a 10-year period; and

e use of a valuation corridor of between 80-130% of the fair market value of
plan assets either or both of the first two plan years beginning after August
31, 2008.

Multiemployer pension plans that take advantage of this relief must pass certain
tests before any benefit increases can be implemented. A plan amendment
increasing benefits generally may not go into effect during either of the two plan
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years immediately following the election of the 30-year amortization period or 10-
year smoothing period unless:

e the plan actuary certifies that —

= any such increase is paid for out of additional contributions not allocated
to the plan immediately before the plan elected relief, and

= the plan’s funded percentage and projected credit balances for those two
plan years are reasonably expected to be at least as high as such
percentage and balances would have been if the benefit increase had not
been adopted.

The Bill has been sent to the President for signature, which is expected soon. The
new law will have immediate ramifications. For a detailed look at the effective
dates of the multiemployer relief “click here.”

* * *

LEGAL DISCLAIMER: Information contained in this publication is not legal advice, and
should not be construed as legal advice. If you need legal advice upon which you can rely,
you should seek a legal opinion from your attorney.
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