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31) in any case in which the employer maintains a plan of &
predecessor employer, service for such predecessor shall be treated.
as service for the empioyer, and L L
“%(2) in any case in which the employer maintains a plan which
is not the plan maintained by a predecessor employer, service for
such predecessor shall, to the extent provided in regulations pre- |
scribed by the Secretary or his delegate, be treated as service fo
the employer.

“(b) EsmpLOYEES OF CONTROLLED GROUP OF CORPORATIONS,~—For
purposes of sections 401, 410, 411, and 415, all employees of all corp
retions which are members of & controlled group of corporations
(within the meaning of section 1563(a), determined without regard
to section 1563&&) (4) and (e) (8) (C)) shall be treated as employe
by a single employer. With respect to 8 plan adopted by more than on
such corporation, the minimum funding standard of section 412, th
tax imposed by section 4971, and the applicable limitations provided
by section 404(a) shall be determined as if all such employers wers
a single employer, and allocated to each employer in accordance wit
regulations preseribed by the Secretary or his delegate. f

“(¢) Emrrovres or Parrwersuies, Proprierorsmirs, Etc., WaIOE |
Axre Unper Common ControL—For purposes of sections 401, 410, 41
and 415, under regulations prescribed by the Secretary or his delegate,
all empioyew of trades or businesses 2’ whether or not incorporated)
which are under common control shall be treated as employed by s
single employer. The regulations prescribed under this subsectio
shall be baseg on principles similar to the principles which apply in
the case of subsection (b). ) ‘

“(d) GovERNMENTAL Pran—For purposes of this part, the term
‘governmental plan’ means a plan established and maintained for i
employees by the Government of the United States, by the gover|
ment of any State or political subdivision thereol, or by any agenc
or instrumentality of any of the foregoing. The term ‘government:
plan’ also includes any plan to which the Railroad Retirement Act of
1935 or 1937 applies and which is financed by contributions required|
under that Act and any plan of an international organization which
is exempt from taxation by reason of the International Organizs
tions Immunities Act (59 Stat. 669).

“(e) CnurcH Pran.—

“(1) In geNERAL—For purposes of this part the term ‘chu
plan’ means— .

“(A) a 5}% established and maintained for its employvees
by a church or by a convention or association of churches|
which is exempt from tax under section 501, or '

“{B) aplan described in paragraph (3).

“{2) CERTAIN UNRELATED BUSINESS OR MULTIEMPLOYER PLANS.
The term ‘church plan’ does not include a plan— ,
“(A) which is established and maintained primarily for
the benefit of employees (or their beneficiaries) of such
church or convention or association of churches who are
employed in connection with one or more unrelated trades o’
businesses ( within the meaning of section 513), or ;
“(B) which is & plan maintained by more than o
employer, if one or more of the employers in the plan is nota
church %or a convention or association of churches) which
exempt from tax under section 501.

%(8) SPECIAL TEMPORARY RULE FOR CERTAIN CHURCH AGENG
UNDER CHURCH PLAN.-— )

“& g Notwithstanding the provisions 6f' paragraph
{2){B), a plan in existence on January I, 1974, shall be

“(g)
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lan administrator’ means—

., (1) the person specifically so designated by the terms of the

__instrument under which the plan is operated;

~ 1“(2) in the absence of a (f
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treated as a church plan if it is established and maintained
by a church or convention or association of churches and
one or more agencies of such church (or convention or asso-
ciation) for the emiloyees of such chureh (or convention
or association) and the employees of one or more agencies of
such church (or convention or association), and if such ehurch
{or convention or association) and each such agency is exempt
from tax under section 501.
_ £(B)_Subparagraph (A) shall not apply to any plan main-
tained for employees of an agency with respect to which the
plan was not maintained on January 1, 1974.

“(O} Subparagrafh (A) shall not apply with respect to
f{ny plen for any plan year beginning after December 31,

.

(1) MuovrmEMPLOYER PLAN.—
~*(1) In eenerav—For purposes of this part, the term ‘multi-
- emp]oy?r Jan’ means a plan—

“(A) to which more than one employer is required
contribute, oy o v
. “(B) which is maintained pursuant to a collective-bargain-
ing agreement between employee representatives and more
than one employer,

“(C) under which the amount of contributions made under
the plan for a plan year by each employer making such con-
tributions is less than 50 percent of the aggregate amount of
contributions made under the plan for that plan year by all
employers malnng.such contributions,

“(D) under which benefits are payable with respect to each
articipant without regard to the cessation of contributions
y the em&loyer who employed that participant except to

the extent that such benefits accrued as a result of service with
the employer before such employer was required to contribute
to such plan, and

“(E) which satisfies such other requirements as the Secre-
tary of Labor may by regulations prescribe.

(2) Srrciar vuLes.—For purposes of this subsection—

. *(A) If a plan is a multiemployer plan within the mean-
ing of para%ra. h (1) for any plan year, subparagraph (C)
of paragraph (1) shall be applied by substituting “75 per-
cent’ for ‘50 percent’ for each subsequent plan year until the
first plan year following a plan year in which the plan had
one employer who made contributions of 75 percent or more
of the a te amount of contributions made under the
plan for that plan year by all employers making such con-
tributions,
“(B) All corporations which are members of a controlled
%mup of corporations (within the meaning of section 1563
2), determined without regard to section 1563(e)(3)(C))
shall be deemed to be one employer,
ApmnwreTrator—For purposes of this part, the term

esignation referred to in paragraph

“(A} inthe case of a plan maintained by a single employer,
such employer,

“SB) In the case of a plan maintained by two or more
employers or jointly by one or more employers and one or
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tinuation may arise, for example, when a plan of one employer is
merged into another plan of that employer (with or without a reor-
gie,nizatmn involving the employer) or is merged into a multiemployer
plan.

Excluded from participation in the insurance program are: money
purchase, profit-sharing, and stock bonus plans; government plans;
and (under certain circumstances) church plans.

Money purchase, profit-sharing, and stock bonus plans are excluded
from the insurance program since they generally are characterized
by some tyge of promise with regard to contributions and no promise
with regard to benefits—the participant is merely entitled to benefits
determined by reference to his own account. Since no particular bene-
fits are promised in these cases there appears to be no appropriate
amount to insure. A collective bargaining plan where deﬁneg benefits
are determined under a process in which the employers in the aggregate
have a voice (e.g., under sec. 302(c) (5) (B) of the Labor Management
Relations Act of 1947, where employers are required to have a sub-
stantial voice) in the determination of the forms and levels of bene-
fits, is not to be treated as a money purchase plan for these purposes
(in the insurance provisions, and elsewhere under the committee bill
where distinctions are made between defined benefit plans and mone
purchase or other kinds of defined contributions plans), even thoug!
the collective bargaining agreement may specify only the level of
employer contributions into the plan. Thus, these collective bargaining
plans are covered by the insurance program.

In the case of government plans, it is believed that the ability of
the governmental entities to fulfill their obligations to employees
through their taxing powers is an adequate substitute for termina-
tion insurance.

At the option of an exempt church (or of a convention or associa-
tion of churches), plans covering its employees may be included in
the insurance coverage. The committee is concerned that the examina-
tions of books and records that may be required in any particular case
as part of the careful and responsible administration of the insurance
system might be regarded as an unjustified invasion of the confidential
relationship that is believed to be appropriate with regard to churches
and their religious activities, However, if the church itself has deter-
mined to consent to such examinations, to the premium tax payments,
and to the contingent employer liabilities, then it may elect to have
the insurance program apply to its plan or plans. The Corporation is
to prescribe the manner and time of tge elections. }

The insurance system is to apply to a church plan, even in the
absence of such an election, if the plan is only for employees of the
church’s unrelated trades or businesses, or if the plan is a multiem-
ployer plan and one of the employers in the plan is not a church.

Benefits covered—In general, the insurance under the bill covers
vested benefits, but not more than $750 per month and not more than
50 percent of wages (sec. 422). This limitation is placed on the in-
surance coverage because the insurance is not intended as a full
replacement of a pension plan, but rather as covering the basic retire-
ment benefits provided under it. However, in practice, it is expected
that this will fully cover the great bulk of all benefit payments. In
addition, there is an advantage in not fully covering all pension bene-
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uired to be submitted on forms. However, the Secretary may prescribe
ghe format and content of the accountant’s and actuary’s statementg
and of the summary plan description, the summary annual report, and
other statements or reports required under title I to be furnished or

made available to participants and beneficiaries.

in the case of a fiscal year Iﬁan year which begins before J anuary 1
1975, and ends after December 31, 1874, the Secretary of Labor may
by regulation postpone the effective date until the beginning of th
first plan year of the plan which begins after January 1, 1975.

IL Parriorearion anp Coverace (Secs, 201, 202, anp 1011 oF THE
B, AND SEcs. 401 anp 410 oF ThE InTERNAL REVENUE CoDE)

The House bill provides that an employee cannot be excluded from
a plan on account of age or service if the employee is at least 25 years
old and has had at least one year of service, or, if he has three years
of service, the employee cannot be excluded even though he is not yet
95. The 1-year service requirement (for employees 25 and older) ms,
be extended to 3 years if the plan provides full and immediate vestin
for all participants. Under the Senate amendment, an employee cannol
be excluded on account of age or service if he has attained age 30 wit.
1 year of service.

The conference substitute is described below. In general, the sub

stitute follows the rules of the House bill in this area with respect to 1

technical matters.

Plons subject to the provisions

Under title I of the conference substitute (the labor law provisions
the new participation and coverage rules are to be enforced by th

Secretary of Labor when participants bring violations to his attention |
or when cases come to his attention which initially were under consid- |
eration by the Secretary of Treasury on which he has previouslyv :
initiated action. The rules are to apply to employee pension benefit |

retary of the Treasu
qualified pension, profit-sharing, an

Exceptions to coverage

stock bonus plans.?

The participation and coverage requirements of title I (the laborlaw ’;
provisions) do not apply to governmental plans (including Railroad |

1The division of administrative responsibility between Labor and Treasury is discussed in |
Part XII, below “General Provisions Relating to Jurisdiction, Administration, Enforee- f
ment: Joint Pension Task Force, Etc.” Bxcept where otherwise noted, the regulations with { -
respect to participation, vesting and funding are to be written by the Secretary of the | -

Treasury or his delegate.
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if they meet the requirements of present law.
" apply to plans of labor organizations (described in sec. 501(c) (5)) or
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Retirement Act plans), church plans (except those electing coveragé) s
lans maintained solely to comply with workmen’s unemployment,

disability, or compensation laws, plans maintained outside the United
States primarily for the benefit of nonresident aliens, employee wel-
 fare plans, excess plans (which provide for benefits or contributions in

excess of those allowable for tax-qualified plans), unfunded deferred

ompensation arrangements, plans established by labor organizations
those referred to in sec. 501(c) (5) of the Internal Revenue Code)
which do not provide for employer contributions after the date of

_enactment, and fraternal or other plans of organizations (described in
sec. 501(c) (8), 501(c) (9)) which do not receive employer contribu-
 tions, or trusts described in 501(c) (18) of the Internal Revenue Code.
Title I does not apply to buy-out agreements invelving retiring or

eceased partners (under sec. 736 of the Internal Revenue Code). In

-addition, title I does not apply to emFloyer or union-sponsored indi-
~ vidual retirement accounts (see “Employee Savings for

tirement’;)ﬁ
The participation requirements of title IT apply only to plans whi

 qualify for certain tax deferral privileges by meeting the standards as
to participation and other matters set forth in the Internal Revenue
laws. However,

vernmental plans and church plans which do not
elect to come under the new provisions will nevertheless be treated as
qualified for purposes of the tax deferral privileges for the employees,
lso the rules do not

fraternal or other organizations (described in sec. 501(c) (8) or (9))
which do not provide for employer contributions.

Ezemption for church plans

As indicated above, both title I and title II exempt church plans
from the participation and coverage requirements of the conference
substitute (although title II requires these plans to comply with pres-
ent law in order to be qualified). This exemption does not apply to a
plan which is primarily for the benefit of employees engaged in an
unrelated trade or business, or (except as noted below) to a multi-
employer plan unless all of the participating employers are churches or

b A £ Fect. | conventions or associations of churches (rather than merely church-
plans of employers or employee organizations established in or affect- | rejated agencies). However, a multiemployer plan which was in exist-
ing interstate commerce. Under this title IT (the tax law provisions}, I

the participation and coverage rules are to be administered by the Sec- |

or his dele%ate, and the rules apply to tax- | 3

ence on January 1, 1974, and which covers church-related agencies
(such as schools and hospitals) is to be treated as a church plan for
purposes of the exemption (even though it continues to cover those
agencies) for plan years beginning before January 1, 1983, but not for
subsequent plan years.

_ A church plan may make an irrevocable election to be covered under
title I and title IT (in a form and manner to be prescribed in regula-
tions). A plan which makes this election is to be covered under the
bill for purposes of the new participation, vesting, funding and form
of benefit rules, as well as the fiduciary and discﬁ)sure rules and will
also be covered under the plan termination insurance provisions.
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