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PART 11-TEM#WURY INCOME TAX REQ- 
UUTlONS UNDER W E  E Y I U I V E E  RE- 
TIREMENT INCOME SECURIlV ACT OF 
1974 

Mintmum Fmdlng Standards tar P.nrlon 
flms 

AOENCY: Internal Revenue Service, 
Treasury. 

SUMMARY: This document provides 
tem~rary regulations relating to the 
determination of actuarial c08b under 
the mlnlmum fund in^ standards for de- 
lined bneflt m o n  plans. These m- 
lations i m p l k n t  prodslons of the 
Emplom Retirement Income Security 
act of 19'14. The temporam reeulations 
provide necessary guidance to the public 
for compliance wi th  that Act. and Meet 
maw s~llsors of defined beneBt plans. 
In addition, the rules contained im-the 
temporary regulations promuleeted by 
thls document serve as a notice of pro- 
m e d  rulemaking by which the rules 
&ntained therein ah? proposed to be 
prescribed 8s flnal regulations. 
DATES: The temporsr~r regulatio11~ are 
ef?ective gene- for plan years begin- 
ntng after 1975, but earlier (or later) ia 
the case of some plsns as provided by the 
Employee Retirement Income Security 
Act of 1914. The proposed regulation6 are 

 to be egecttve for the same period. 
Written cannnenta and requests for 

public hearing must be delivered or 
mulled by October 28,1977. 
ADDRESS: Send comments and requests 
for a public hearing to: Commiwioner of 
Internal Revenue, Attention: CC :LR:T, 
Washineton, D.C. 20224. 
FOR FURTHER mRMATION CON- 
TACT: 

J. Doughs 8orenaen of the LegblaWn 
snd Regulations Mvision, mce of the 
Chief Caunsel. Internal Revenue Serv- 
ice. 1111 constitution Avenue NW., 
Washington, D.C. 20224 (Attention: 
CC:m:T) (202-5683478). 

S[IPPZElldENTARY INFORMATION: 

This document contain6 amendments 
to the t e m w m  Income Tax Remh- 
tions under the  Employee ~eti.e.kent 
1 . e  Becurltp Act of 1974 (26 CElE 
Part 111, a d  e notice of propoaed 
amendments to the income tux regula- 
tione (26 CFR Part 1). under section 412 
tc) (1) of the Internal Revenue Code of 
1954. These regulations coni.om the 
regulations to sectfon 1013 of the Em- 

httona proposed by fhis document. 
- 

8ection 412 of the Iatenret Iteveme 
Code of 1954, contained in Beellas 1013 
of ERISA. provides minimum funding 
muirements with respect to certain 
pension plans. Theee requirements in- 
clude the mainteaance of 8 minimum 

-fundinestsndesdsccounf.towhichthe 
normal cost of the plan end certain 
emortierction amaunts are c h m  and 
contributions to the plan and certafa 
other amortization amounts are d t e d  
annually. 

In the Conference ReWrt accompany- 
ing ERISA, the conferees noted tht. in 
the case of m w  collectivels baroaineb 
plans, annual contributions were nego- 
tiated in terms of a ~~ecifted amount wr 
hourof serviceor-eotherunitofp& 
ductlon. The conferees expressed the be- 
lief that in those cases employem gen- 
erally must be allowed to b a s  their 
contributions on the bargained and 
weed-upon basis during the mod to 
which the agreement relate& H.R. Rimh 
NO. 93-1280 285 (1974). 

In general, in order to Mat the in- 
tent of the conferees, these regulations 
contain detailed ntles which allow col- 
lectively beussined plans to.use a special 
method termed the aashortfaU method" 
for ccmputing the charges to the fund- 
inrr staudard account. Under the short- 
fall method, the charge is computed on 
the basis of an estimated number of 
units of service or production (for which 
a certain amount per unit fs to be 
charged). The difference between tb 
net amount charged or credited under 
thfs method end the-net amount that 
otherwise would h8ve been charged or 
credited under sectlon 412 for the asme 
period is termed 8 %hortfsll gain or 
loss" and is to be amortized during cer- 
tab subseuuent plan years. Because of 
their unique character and needs. spe- 
cial rules are included for the applica- 
tion of the shortfall method to collee- 
tively bareained plans that are nmb- 
t e e d  by more then one employer- 
Procedures are Provided for electing 

the shortfall method. In cutcrtn cases 
the shortfall method. and the specific- 
methods of com~utation applicable to 
plans maintained by more than one em- 
ployer, mrw be elected only uwn the 
approval of the Cammlafiloner. 
srrasd to snnue e~~~venlent  consumer 
secsss to w ~ t t c n  are met. 

Ths~ortbeOmrmbabnhopinion 
h M fdlowa: 

TILIB ~ i l  a -.to YOU ~ ~ Q U C S ~  - EfhbJMY omtan reqerdiaO oompll- 
.M. wlth the Comrntsaanb Rule on the 
Prsgels AvaUbUtp ol Wrltten War- 
mnts'lkma 1aCFRPart 702.VouasL 
w h e w  a mhmlldm viewbu system 
which indexm and groups product war- 
mantiss bv -tor, rather than by 
product chss, settdlab 9 703.Sta) (1) (ii) 
of the Re-&le Av6UabiUts Rule. Sec- 
tion 7Wdtr) (1) (ill provlda that a a-
u tretailee) may m& the requtnrments 
d the rule by matntnln(nrr a binder "or 
totl lerl~mtemwhichwium-ovide
theconsumuwithcoarvenientacassto 
copie8 d rimduct wamntka," 16 CErR 
?Oa.l(g). The rule permits aellen, to fn- 
dex binden, ammlb~  to &her product 
or WBHLIl).tar. 
The Commbstm hea cnmft@ consid- 

endthemttemmtforthingaarre-. 
quest. It is the CommWon's conchaim 
that a micrdlche viewfng sgstem which 
indexee and -tks by w a ~ -  
=tor, =- than bp ptoduct claaa 
would 88tisljr 5 7011.3(83 (l)(i) of thC! 
Camm&&m rule, If the foRowhg condi- 
tlollsararaet: 

(1) Simple. complete ~ c t f o n s  for 
U s e o i t h e a g s t e m ~ p a s t e d a n
viewec - - 

(2) kmnnel in each selling establish- 
ment iamDiar with the operatfa of the 

BY direction of the Commbsfon. 
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