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Introduction

Development of the Law

The Employee RetirementIncome Security Act was signed into law by President Gerald
Ford on September 2, 1974, after years of deliberation and intensive debate. The law and
related tax code sections have been amended frequently since that time, as outlined below.

1980

The first major changes in the law were enacted in September 1980, when President
Jimmy Carter signed the Multiemployer Pension Plan Amendments Act of 1980 (PL
96-364).

Although ERISA itself remained virtually untouched for six years, anumber of changes
affecting pension and benefit plans were enacted through various tax laws that amended
the qualified plan provisions of the Internal Revenue Code.

1981

In 1981, a series of savings incentive bills were introduced in Congress. Proposals were
made to raise the limits on deductible contributions to individual retirement accounts and
Keogh plans, encourage the adoption of employee stock ownership plans, and change the
tax treatment of stock options. The retirement plan proposals and other savings incentive
provisions eventually were consolidated and, in August 1981, President Ronald Reagan
signed the Economic Recovery Tax Act (PL 97-34).

1982

In May 1982, a bill was introduced in the House to reduce the contribution and benefit
limits for qualified corporate plans, modify the rules for integration with Social Security,
tighten the rules for loans from plans to key employees, and limit the estate tax exclusion
for retirement annuities paid to beneficiaries, among other changes in the pension tax area.
Despite opposition from the pension industry, those proposals were modified and rolled
into a revenue raising package introduced in an attempt to reduce budget deficits. The
revenue package became the Tax Equity and Fiscal Responsibility Act of 1982 (PL 97-248)
and was approved by Congress in August 1982 and signed by President Reagan, only a
few short months after it was first introduced.

1984

Things were quiet in 1983, but on July 18, 1984, the Deficit Reduction Act (PL 98-369)
was enacted, which added and amended tax code provisions in such areas as fringe
benefits, cafeteria plans, and employee welfare plans. Several weeks later, on August 23,
1984, the Retirement Equity Act (PL 98-397) was enacted, which amended both tax code
and ERISA provisions on vesting, participation, and joint and survivor annuities. Two
other benefit laws also were enacted in 1984. PL 98-611 provided a two-year extension of
the exclusion from gross income for educational assistance programs and PL 98-612
extended the exclusion for prepaid legal plans for one year.
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1985

While Congress began debate on yet another tax reform law in 1985, it focused much
of its attention on federal budget deficits, which resulted in passage of the Gramm-Rud-
man-Hollings balanced budget law (PL 99-177).

1986

Passage of the balanced budget law in 1985 led to some speculation during the early
days of 1986 that the law could cause the death of the budget reconciliation bill then under
consideration. However, the Consolidated Omnibus Budget Reconciliation Act of 1986
(PL 99-272) was passed by Congress and signed by President Reagan April 7 of that year.
COBRA included provisions on continuation of employer-sponsored group health in-
surance for certain individuals and their dependents. In addition, Title XI of the law
amended the single-employer pension plan provisions of ERISA. Title XI is cited as the
Single-Employer Pension Plan Amendments Act of 1986.

The Tax Reform Act of 1986 (PL 99-514) was signed by President Reagan on October
22,1986. The 1986 Tax Reform Act made extensive changes affecting employee pension
and welfare benefit plans, including amendments to the rules on non-discrimination,
coverage, participation, Social Security integration, vesting, and distributions.

The 99th Congress adjourned without passing a concurrent resolution (HConRes 395)
that would have made mostly technical corrections to the 1986 TRA. Most of the earlier
problems with the resolution had been worked out, but it was not passed because some
members of Congress wanted to include controversial, substantive provisions.

The Omnibus Budget Reconciliation Act of 1986 (PL 99-509) was enacted on October
21, 1986. The law requires continued benefit accruals or allocations for employees who
continue to work beyond normal retirement age and requires employers to offer health
insurance coverage to retirees and dependents who otherwise would lose coverage
because the employer had filed for Chapter 11 bankruptcy.

1987

President Reagan signed the Omnibus Budget Reconciliation Act of 1987 (PL 100-203)
on December 22, 1987. The law tightened the funding requirements for defined benefit
pension plans and increased the premium that single employer defined benefit plans must
pay to guarantee a certain level of benefits. However, provisions that would have made
technical corrections were dropped before the 1987 OBRA was signed into law, partly to
ensure that the bill would comply with a deficit reduction agreement between the White
House and Congress. '

1988

President Reagan signed the Technical and Miscellaneous Revenue Act of 1988 on
November 10, 1988 (PL 100-647). TAMRA included a number of provisions affecting
employee benefits. TAMRA retained the 1989 effective date for the Section 89 non-dis-
crimination rules, but relaxed some compliance issues. TAMRA also amended the tax
sanctions for violation of the COBRA requirements, increased the excise tax on reversions
of excess plan assets, made certain clarifying amendments to pension plan rules, amended
the Section 457 rules, and extended for one year the exclusion from income of benefits
from group legal service and educational assistance plans.
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1989

On November 15, 1989, President George Bush signed PL 101-140, a law that increased
the public debt limit and repealed Section 89. On December 19, 1989, President Bush
signed the Omnibus Budget Reconciliation Act of 1989 (PL 101-239). OBRA 1989 modified
COBRA health care continuation coverage rules and madenumerous technical corrections
to prior laws. It also amended civil penalties for fiduciary violations and repealed or
limited a number of provisions on employee stock ownership plans.

1990

On November 5, 1990, President Bush signed the Omnibus Budget Reconciliation Act
of 1990 (PL 101-508). OBRA 1990 extended tax breaks for tuition assistance and group legal
service plans, increased the excise tax on reversions of excess assets to employers from
plan terminations, raised plan termination insurance premiums, permitted the transfer of
some excess assets to retiree health accounts, and made a number of technical changes
such as eliminating obsolete provisions from the tax code.

Also in December 1990, President Bush signed PL 101-540, which was introduced and
passed just before Congress adjourned for the November elections. Thisnew law amended
Title I of ERISA to require employer securities to include interest in publicly traded
partnerships.

1991

Simplification of pension laws, expansion of retirement coverage, concern for the
financial health of the Pension Benefit Guaranty Corporation, and reform of the health
care system were among the topics discussed by Congress and the Bush administration
throughout 1991 and 1992. However, despite the attention, only a few, minor changes to
ERISA and its corresponding tax code sections were enacted during the second half of
1991.

On August 15, 1991, President Bush signed the Rural Telephone Cooperative Associa-
tions ERISA Amendments Act of 1991 (PL 102-89). The law removes from ERISA’s
definition of multiple employer welfare arrangements the welfare plans of rural telephone
cooperative associations.

On December 15,1991, President Bush signed emergency supplemental appropriations
legislation (PL 102-229), which created a new ERISA subsection 4001(a)(14)(C). The
provision was aimed specifically at preventing Carl Icahn, chairman and chief executive
officer of Trans World Airlines Inc., from escaping responsibility for TWA'’s pension plan
underfunding.

While the Federal Deposit Insurance Corporation Improvement Act of 1991, signed
by President Bush December 19, 1991 (PL 102-242), does not amend ERISA or its cor-
responding tax code sections, it does contain provisions affecting benefit plans. Under
the bill, pass-through coverage by the Federal Deposit Insurance Corporation would be
allowed for benefit plan assets placed in well-capitalized financial institutions. However,
pass-through coverage for bank investment contracts would be eliminated.

Also, the banking bill specifies that FDIC and other successors to failed financial
institutions have the same obligation under ERISA Section 602 to offer group health
coverage to former employees as the failed institution would have had if not for its failure.

On December 11, President Bush signed the Tax Extension Act of 1991 (PL 102-227),
which extended for six months certain expiring tax provisions, including the provisions
covering employer-provided educational assistance, group legal services plans, and
health insurance costs of self-employed individuals. However, the six months lapsed
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without the provisions being extended again or made permanent; the provisions expired
at the end of June 1992.

1992

Congress passed two tax bills in 1992 (HR 4210 and HR 11) that would have extended
some or all of the expiring provisions, among other things. However, President Bush
vetoed both measures. An extension of all three tax breaks was included in HR 4210; the
exclusion for group legal services was dropped from HR 11.

Nearly identical pension simplification provisions were included in both HR 4210 and
HR 11. In addition, HR 11 would have expanded the availability of IRAs. However, these
provisions, although mostly non-controversial, were killed with the veto of the tax bills
and did not surface as separate legislation.

Despite the tax bill vetoes, two significant benefit changes were enacted in 1992.

On July 3, 1992, President Bush signed unemployment benefits legislation (PL 102-318)
that is funded, in part, by a withholding tax on certain pension plan distributions. The
law, the Unemployment Compensation Amendments of 1992, allows any portion of most
distributions from a qualified pension plan or annuity or a tax-sheltered annuity to be
rolled over tax free into an IRA or another qualified plan or annuity. In addition, the law
requires qualified plans to permit participants to elect to have any distribution eligible for
roll-over treatment transferred directly to an eligible transferee plan designated by the
participant.

On October 24,1992, President Bush signed the Comprehensive National Energy Policy
Act of 1992 (PL 102-486), which includes a provision on the funding of health benefits for
retired coal miners. The law requires companies who were party to labor agreements with
the United Mine Workers of America as far back as 1950 to cover retiree health costs. In
addition, excess union pension funds and interest on monies in the abandoned mine land
reclamation fund would be transferred to the union’s health benefit fund. Also, the law
allows excess assets in qualified black lung benefit trusts to be used to pay accident and
health premiums for retired miners. Another provision of the law expands the exclusion
from taxable income for employer-provided transit subsidies while limiting the exclusion
for employer-provided parking.

Organization of This Book

The material that follows includes as Part 1 the text of excerpts from the conference
committee reports on the Unemployment Compensation Amendments and the Com-
prehensive National Energy Policy Act. Additional earlier legislative histories, including
excerpts from conference reports on the Omnibus Budget Reconciliation Act of 1987, the
Technical and Miscellaneous Revenue Act of 1988, the Section 89 Employee Benefit Plan
Nondiscrimination and Qualification Rule Repeal Amendment, the Omnibus Budget
Reconciliation Act of 1989, and the Omnibus Budget Reconciliation Act of 1990, are
contained in a companion BNA book, ERISA: Selected Legislative History, 1974-1991.

Part 2 of this book includes the text of ERISA as amended.

Part 3, a new section in this edition, contains provisions of various laws that affect
ERISA and the Internal Revenue Code but do not amend them.

Part 4 includes pertinent sections of the Internal Revenue Code. Several tax code
sections have been added to this year’s edition:

» Section 83, property transferred in connection with performance of services;
« Section 101, certain death benefits;
+ Section 104, compensation for injuries or sickness;
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» Section 117, qualified scholarships;

« Section 119, meals or lodging furnished for the convenience of the employer;

* Section 122, certain reduced uniformed services retirement pay;

« Section 152, dependent defined;

» Section 267, losses, expenses, and interest with respect to transactions between re-
lated taxpayers;

» Section 280G, golden parachute payments;

« Section 691, recipients of income in respect of decedents; and

« Section 7422, civil actions for refund.

Part 5 includes notes on effective dates and transitional rules from previous editions.

Part 6 is an index to ERISA and the Internal Revenue Code. In addition, this edition is
cross-indexed to regulations printed in the BNA book ERISA Regulations, 1993 Edition,
edited by Michael Kushner.

Provisions of ERISA and the Internal Revenue Code that were deleted by the Rural
Telephone Cooperative Associations ERISA Amendments Act of 1991, emergency sup-
plemental appropriations legislation, Tax Extension Actof 1991, Unemployment Compen-
sation Amendments, and Comprehensive National Energy Policy Actare enclosed within
boldface brackets [ ]. Provisions that were added are in italics. Editor’s notes appear at the
end of the subsection of the law or code to which they pertain, separated from the text by
a row of diamonds. Sections in Parts 2, 3, and 4 that contain notes in Part 5 have been
footnoted.
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