
SEC. 841. USE OF EXCESS PENSION ASSETS FOR FUTURE RETIREE HEALTH BENEFITS AND
COLLECTIVELY BARGAINED RETIREE HEALTH BENEFITS.

(a) IN GENERAL.—Section 420 of the Internal Revenue Code of 1986 (relating to transfers of
excess pension assets to retiree health accounts) is amended by adding at the end the following
new subsection:

‘‘(f) QUALIFIED TRANSFERS TO COVER FUTURE RETIREE HEALTH COSTS
AND COLLECTIVELY BARGAINED RETIREE HEALTH BENEFITS.—

‘‘(1) IN GENERAL.—An employer maintaining a defined benefit plan (other
than a multiemployer plan) may, in lieu of a qualified transfer, elect for any
taxable year to have the plan make—

‘‘(A) a qualified future transfer, or

‘‘(B) a collectively bargained transfer.

Except as provided in this subsection, a qualified future transfer and a collectively
bargained transfer shall be treated for purposes of this title and the Employee
Retirement Income Security Act of 1974 as if it were a qualified transfer.

‘‘(2) QUALIFIED FUTURE AND COLLECTIVELY BARGAINED
TRANSFERS.—For purposes of this subsection—

‘‘(A) IN GENERAL.—The terms ‘qualified future transfer’and
‘collectively bargained transfer’mean a transfer which meets all of the
requirements for a qualified transfer, except that—

‘‘(i) the determination of excess pension assets shall be made
under subparagraph (B),

‘‘(ii) the limitation on the amount transferred shall be determined
under subparagraph (C),

‘‘(iii) the minimum cost requirements of subsection (c)(3) shall be
modified as provided under subparagraph (D), and

‘‘(iv) in the case of a collectively bargained transfer, the
requirements of subparagraph (E) shall be met with respect to the
transfer.

‘‘(B) EXCESS PENSION ASSETS.—

‘‘(i) IN GENERAL.—In determining excess pension assets for
purposes of this subsection, subsection (e)(2) shall be applied by
substituting ‘120 percent’for ‘125 percent’.
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‘‘(ii) REQUIREMENT TO MAINTAIN FUNDED STATUS.—If,
as of any valuation date of any plan year in the transfer period, the
amount determined under subsection (e)(2)(B) (after application of
clause (i)) exceeds the amount determined under subsection
(e)(2)(A), either—

‘‘(I) the employer maintaining the plan shall make
contributions to the plan in an amount not less than the
amount required to reduce such excess to zero as of such
date, or

‘‘(II) there is transferred from the health benefits account to
the plan an amount not less than the amount required to
reduce such excess to zero as of such date.

‘‘(C) LIMITATION ON AMOUNT TRANSFERRED.—Notwithstanding
subsection (b)(3), the amount of the excess pension assets which may be
transferred—

‘‘(i) in the case of a qualified future transfer shall be equal to the
sum of—

‘‘(I) if the transfer period includes the taxable year of the
transfer, the amount determined under subsection (b)(3) for
such taxable year, plus

‘‘(II) in the case of all other taxable years in the transfer
period, the sum of the qualified current retiree health
liabilities which the plan reasonably estimates, in
accordance with guidance issued by the Secretary, will be
incurred for each of such years, and

‘‘(ii) in the case of a collectively bargained transfer, shall not
exceed the amount which is reasonably estimated, in accordance
with the provisions of the collective bargaining agreement and
generally accepted accounting principles, to be the amount the
employer maintaining the plan will pay (whether directly or
through reimbursement) out of such account during the collectively
bargained cost maintenance period for collectively bargained
retiree health liabilities.

‘‘(D) MINIMUM COST REQUIREMENTS.—

‘‘(i) IN GENERAL.—The requirements of subsection (c)(3) shall
be treated as met if—

‘‘(I) in the case of a qualified future transfer, each group
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health plan or arrangement under which applicable health
benefits are provided provides applicable health benefits
during the period beginning with the first year of the
transfer period and ending with the last day of the 4th year
following the transfer period such that the annual average
amount of such the applicable employer cost during such
period is not less than the applicable employer cost
determined under subsection (c)(3)(A) with respect to the
transfer, and

‘‘(II) in the case of a collectively bargained transfer, each
collectively bargained group health plan under which
collectively bargained health benefits are provided provides
that the collectively bargained employer cost for each
taxable year during the collectively bargained cost
maintenance period shall not be less than the amount
specified by the collective bargaining agreement.

‘‘(ii) ELECTION TO MAINTAIN BENEFITS FOR FUTURE
TRANSFERS.—An employer may elect, in lieu of the
requirements of clause (i)(I), to meet the requirements of
subsection (c)(3) by meeting the requirements of such subsection
(as in effect before the amendments made by section 535 of the
Tax Relief Extension Act of 1999) for each of the years described
in the period under clause (i)(I).

‘‘(iii) COLLECTIVELY BARGAINED EMPLOYER COST.—
For purposes of this subparagraph, the term ‘collectively bargained
employer cost’means the average cost per covered individual of
providing collectively bargained retiree health benefits as
determined in accordance with the applicable collective bargaining
agreement. Such agreement may provide for an appropriate
deduction in the collectively bargained employer cost to take into
account any portion of the collectively bargained retiree health
benefits that is provided or financed by a government program or
other source.

‘‘(E) SPECIAL RULES FOR COLLECTIVELY BARGAINED
TRANSFERS.—

‘‘(i) IN GENERAL.—A collectively bargained transfer shall only
include a transfer which—

‘‘(I) is made in accordance with a collective bargaining
agreement,
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‘‘(II) before the transfer, the employer designates, in a
written notice delivered to each employee organization that
is a party to the collective bargaining agreement, as a
collectively bargained transfer in accordance with this
section, and

‘‘(III) involves a plan maintained by an employer which, in
its taxable year ending in 2005, provided health benefits or
coverage to retirees and their spouses and dependents under
all of the benefit plans maintained by the employer, but
only if the aggregate cost (including administrative
expenses) of such benefits or coverage which would have
been allowable as a deduction to the employer (if such
benefits or coverage had been provided directly by the
employer and the employer used the cash receipts and
disbursements method of accounting) is at least 5 percent
of the gross receipts of the employer (determined in
accordance with the last sentence of subsection
(c)(3)(E)(ii)(II)1 (c)(2)(E)(ii)(II)) for such taxable year, or a
plan maintained by a successor to such employer.

‘‘(ii) USE OF ASSETS.—Any assets transferred to a health
benefits account in a collectively bargained transfer (and any
income allocable thereto) shall be used only to pay collectively
bargained retiree health liabilities (other than liabilities of key
employees not taken into account under paragraph (6)(B)(iii)) for
the taxable year of the transfer or for any subsequent taxable year
during the collectively bargained cost maintenance period (whether
directly or through reimbursement).

‘‘(3) COORDINATION WITH OTHER TRANSFERS.—In applying subsection
(b)(3) to any subsequent transfer during a taxable year in a transfer period or
collectively bargained cost maintenance period, qualified current retiree health
liabilities shall be reduced by any such liabilities taken into account with respect
to the qualified future transfer or collectively bargained transfer to which such
period relates.

‘‘(4) SPECIAL DEDUCTION RULES FOR COLLECTIVELY BARGAINED
TRANSFERS.—In the case of a collectively bargained transfer—

‘‘(A) the limitation under subsection (d)(1)(C) shall not apply, and

‘‘(B) notwithstanding subsection (d)(2), an employer may contribute an
amount to a health benefits account or welfare benefit fund (as defined in

1 Change made by PL 110-28, Section 6612, signed into law on May 27, 2007. The amendment made by this
section shall take effect as if included in the provisions of the Pension Protection Act of 2006 to which they relate.
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section 419(e)(1)) with respect to collectively bargained retiree health
liabilities for which transferred assets are required to be used under
subsection (c)(1)(B), and the deductibility of any such contribution shall
be governed by the limits applicable to the deductibility of contributions to
a welfare benefit fund under a collective bargaining agreement (as
determined under section 419A(f)(5)(A)) without regard to whether such
contributions are made to a health benefits account or welfare benefit fund
and without regard to the provisions of section 404 or the other provisions
of this section.

The Secretary shall provide rules to ensure that the application of this paragraph
does not result in a deduction being allowed more than once for the same
contribution or for 2 or more contributions or expenditures relating to the same
collectively bargained retiree health liabilities.

‘‘(5) TRANSFER PERIOD.—For purposes of this subsection, the term ‘transfer
period’means, with respect to any transfer, a period of consecutive taxable years
(not less than 2) specified in the election under paragraph (1) which begins and
ends during the 10-taxable-year period beginning with the taxable year of the
transfer.

‘‘(6) TERMS RELATING TO COLLECTIVELY BARGAINED
TRANSFERS.—For purposes of this subsection—

‘‘(A) COLLECTIVELY BARGAINED COST MAINTENANCE
PERIOD.—The term ‘collectively bargained cost maintenance period’
means, with respect to each covered retiree and his covered spouse and
dependents, the shorter of—

‘‘(i) the remaining lifetime of such covered retiree and his covered
spouse and dependents, or

‘‘(ii) the period of coverage provided by the collectively bargained
health plan (determined as of the date of the collectively bargained
transfer) with respect to such covered retiree and his covered
spouse and dependents.

‘‘(B) COLLECTIVELY BARGAINED RETIREE HEALTH
LIABILITIES.—

‘‘(i) IN GENERAL.—The term ‘collectively bargained retiree
health liabilities’means the present value, as of the beginning of a
taxable year and determined in accordance with the applicable
collective bargaining agreement, of all collectively bargained
health benefits (including administrative expenses) for such
taxable year and all subsequent taxable years during the
collectively bargained cost maintenance period.
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‘‘(ii) REDUCTION FOR AMOUNTS PREVIOUSLY SET
ASIDE.—The amount determined under clause (i) shall be reduced
by the value (as of the close of the plan year preceding the year of
the collectively bargained transfer) of the assets in all health
benefits accounts or welfare benefit funds (as defined in section
419(e)(1)) set aside to pay for the collectively bargained retiree
health liabilities.

‘‘(iii) KEY EMPLOYEES EXCLUDED.— If an employee is a
key employee (within the meaning of section 416(I)(1)) with
respect to any plan year ending in a taxable year, such employee
shall not be taken into account in computing collectively bargained
retiree health liabilities for such taxable year or in calculating
collectively bargained employer cost under subsection (c)(3)(C).

‘‘(C) COLLECTIVELY BARGAINED HEALTH BENEFITS.—The term
‘collectively bargained health benefits’means health benefits or coverage
which are provided to—

‘‘(i) retired employees who, immediately before the collectively
bargained transfer, are entitled to receive such benefits upon
retirement and who are entitled to pension benefits under the plan,
and their spouses and dependents, and

‘‘(ii) if specified by the provisions of the collective bargaining
agreement governing the collectively bargained transfer, active
employees who, following their retirement, are entitled to receive
such benefits and who are entitled to pension benefits under the
plan, and their spouses and dependents.

‘‘(D) COLLECTIVELY BARGAINED HEALTH PLAN.—The term
‘collectively bargained health plan’means a group health plan or
arrangement for retired employees and their spouses and dependents that
is maintained pursuant to 1 or more collective bargaining agreements.’’.

(b) EFFECTIVE DATE.—The amendments made by this section shall apply to transfers after
the date of the enactment of this Act.
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