§420

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

APPLICATION OF SECTION 419A(e) TO GROUP-TERM LIFE
INSURANCE

Section 1851(a)(3)(B) of Pub. L. 99-514, as amended by
Pub. L. 100-647, title I, §1018(t)(2)(D), Nov. 10, 1988, 102
Stat. 3587, provided that: ‘‘Subsection (e) of section
419A, section 505, and section 4976(b)(1)(B) of the Inter-
nal Revenue Code of 1954 [now 1986] (as amended by sub-
paragraph (A)) shall not apply to any group-term life
insurance to the extent that the amendments made by
section 223(a) of the Tax Reform Act of 1984 [section
223(a) of Pub. L. 98-369, amending section 79 of this
title] do not apply to such insurance by reason of para-
graph (2) of section 223(d) of such Act [set out as a note
under section 79 of this title].”

SUBPART E—TREATMENT OF TRANSFERS TO
RETIREE HEALTH ACCOUNTS

Sec.
420. Transfers of excess pension assets to retiree
health accounts.

§420. Transfers of excess pension assets to re-
tiree health accounts

(a) General rule

If there is a qualified transfer of any excess
pension assets of a defined benefit plan to a
health benefits account which is part of such
plan—

(1) a trust which is part of such plan shall
not be treated as failing to meet the require-
ments of subsection (a) or (h) of section 401
solely by reason of such transfer (or any other
action authorized under this section),

(2) no amount shall be includible in the gross
income of the employer maintaining the plan
solely by reason of such transfer,

(3) such transfer shall not be treated—

(A) as an employer reversion for purposes
of section 4980, or

(B) as a prohibited transaction for pur-
poses of section 4975, and

(4) the limitations of subsection (d) shall
apply to such employer.
(b) Qualified transfer
For purposes of this section—
(1) In general

The term
transfer—
(A) of excess pension assets of a defined
benefit plan to a health benefits account
which is part of such plan in a taxable year
beginning after December 31, 1990,
(B) which does not contravene any other
provision of law, and
(C) with respect to which the following re-
quirements are met in connection with the
plan—
(i) the use requirements of subsection
(c)(),
(ii) the vesting requirements of sub-
section (¢)(2), and

‘“‘qualified transfer’” means a
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(iii) the minimum cost requirements of
subsection (¢)(3).

(2) Only 1 transfer per year
(A) In general

No more than 1 transfer with respect to
any plan during a taxable year may be treat-
ed as a qualified transfer for purposes of this
section.

(B) Exception

A transfer described in paragraph (4) shall
not be taken into account for purposes of
subparagraph (A).

(3) Limitation on amount transferred

The amount of excess pension assets which
may be transferred in a qualified transfer shall
not exceed the amount which is reasonably es-
timated to be the amount the employer main-
taining the plan will pay (whether directly or
through reimbursement) out of such account
during the taxable year of the transfer for
qualified current retiree health liabilities.

(4) Special rule for 1990
(A) In general

Subject to the provisions of subsection (c),
a transfer shall be treated as a qualified
transfer if such transfer—

(i) is made after the close of the taxable
year preceding the employer’s first taxable
year beginning after December 31, 1990, and
before the earlier of—

(I) the due date (including extensions)
for the filing of the return of tax for such
preceding taxable year, or

(IT) the date such return is filed, and

(ii) does not exceed the expenditures of
the employer for qualified current retiree
health liabilities for such preceding tax-
able year.

(B) Deduction reduced

The amount of the deductions otherwise
allowable under this chapter to an employer
for the taxable year preceding the employ-
er’s first taxable year beginning after De-
cember 31, 1990, shall be reduced by the
amount of any qualified transfer to which
this paragraph applies.

(C) Coordination with reduction rule

Subsection (e)(1)(B) shall not apply to a
transfer described in subparagraph (A).

(5) Expiration

No transfer made after December 31, 2013,
shall be treated as a qualified transfer.

(c) Requirements of plans transferring assets
(1) Use of transferred assets
(A) In general

Any assets transferred to a health benefits
account in a qualified transfer (and any in-
come allocable thereto) shall be used only to
pay qualified current retiree health liabil-
ities (other than liabilities of key employees
not taken into account under subsection
(e)(1)(D)) for the taxable year of the transfer
(whether directly or through reimburse-
ment). In the case of a qualified future
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