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Congress Passes Pension Smoothing Extension – No 
Premium Hikes 

Last night, the Senate passed the Highway and Transportation Funding Act of 2014 that had 

previously gained approval in the House. As a revenue raiser to fund the Highway Trust Fund, 

the legislation extends MAP-21 pension interest rate smoothing. It does not include PBGC 

premium increases! The legislation heads next to President Barack Obama, who is expected to 

sign it into law soon. 

Background 

The Moving Ahead for Progress in the 21
st
 Century Act (MAP-21) was enacted in 2012 to pay for a temporary 

extension of the Stafford student loan interest rate reduction as well as the cost of the MAP-21 transportation 

changes. Congress paid for these changes with PBGC premium hikes and by trimming employer pension 

deductions through 25-year averaging of the interest rates that employers use to determine minimum funding 

liabilities. The 25-year average rates were constrained to a specified percentage corridor. Under current law, the 

corridor started at 90 to 110% for 2012 and began gradual 5% expansions starting in 2013. In addition to trimming 

the minimum contributions employers are obligated to pay, the MAP-21 

rates reduced liabilities used to determine benefit distribution restrictions. 

Our July 6, 2012 For Your Information reported on that legislation; updates 

on IRS guidance were provided in our For Your Information articles 

released on August 17, 2012, September 11, 2012, and September 19, 

2012. 

MAP-21 required specific disclosures in annual plan funding notices that 

show the impact of the 25-year average rates on the plan’s funding and the 

sponsoring employer’s required minimum contributions. The additional 

disclosures apply to plan years beginning after December 31, 2011, and 

before January 1, 2015. See our March 11, 2013 FYI Alert for more 

information on the MAP-21 disclosure requirements. 

http://hrlaws.services.xerox.com/wp-content/uploads/sites/2/2012/07/fyi-2012-0706-2012-Pension-Plan-Funding-Stabilization-Finally-a-Reality.pdf
http://hrlaws.services.xerox.com/wp-content/uploads/sites/2/2012/08/fyi-2012-0817-2012-Pension-Plan-Funding-Stabilization-Rates-Released.pdf
http://hrlaws.services.xerox.com/wp-content/uploads/sites/2/2012/09/fyi-2012-0911-MAP-21-Guidance-Says-Yes-to-Annuity-Substitution-Rule.pdf
http://hrlaws.services.xerox.com/wp-content/uploads/sites/2/2012/09/fyi-2012-0919-MAP-21-Ready-to-Roll.pdf
http://hrlaws.services.xerox.com/wp-content/uploads/sites/2/2012/09/fyi-2012-0919-MAP-21-Ready-to-Roll.pdf
http://hrlaws.services.xerox.com/wp-content/uploads/sites/2/2013/03/hrc_fyi_alert_2013-03-11.pdf
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Changes to the Corridor 

When signed into law by President Obama, the Highway and Transportation Funding Act of 2014 (HTFA) extends 

the 90 to 110% corridor as follows: 

Plan year 
beginning in 

MAP-21 
 corridor range 

 HTFA 
corridor range  

2012 90 to 110% 

90 to 110% 

2013 85 to 115% 

2014 80 to 120% 

2015 75 to 125% 

2016  
 

70 to 130% 
2017 

2018 85 to 115% 

2019 80 to 120% 

2020 75 to 125% 

2021 and later 70 to 130% 

Option to Delay until 2014 

Employers are permitted to delay using the new rates for funding and Code section 436 benefit restrictions until 

2014 plan years, to avoid revising valuation work and plan operations during 2013. As with the original MAP-21 

choices, employers are also permitted to use the higher rates for 2013 funding purposes and to delay 

implementation until 2014 for section 436 benefit restrictions. 

Comment:  As they did with MAP-21, IRS will need to release official guidance on the timing for elections 

and the effect on any 2013 balance elections that can be modified. Plan sponsors will need to assess the 

cost of redoing 2013 valuation work against the temporary contribution relief and possible reduction in 

PBGC premiums for 2013 plan years through reassignment of contributions to 2012. 

Extension of MAP-21 Disclosures 

The legislation also extends the period during which the MAP-21 disclosures must be made as part of a plan’s 

annual plan funding notice. The period is extended so that it applies to plan years before January 1, 2020. The 

legislation directs the secretary of labor to update its guidance on the disclosures to reflect the statutory changes. 

Plan Sponsors in Bankruptcy 

Under Code section 436, lump sums and other accelerated forms of benefit payments may not be distributed while 

the plan sponsor is in bankruptcy unless the plan’s actuary certifies that the plan’s adjusted funding target 

attainment percentage is not less than 100%. The HTFA bars plan sponsors from using the 25-year averaged rates 

for this determination. The prohibition would be effective for plan years beginning after December 31, 2014 in the 

case of non-collectively bargained plans and after December 31, 2015 for collectively bargained plans. 

http://www.gpo.gov/fdsys/pkg/BILLS-113hr5021eh/pdf/BILLS-113hr5021eh.pdf
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In Closing 

The extension of MAP-21 pension smoothing is good news for employers interested in reducing their minimum 

required pension contributions. And stable premium rates are welcome by all plan sponsors of PBGC-covered 

plans. Employers should keep in mind, however, that the ultimate cost of a plan is the amount of benefit that it 

pays. If future investment returns are not sufficient to make up for lower contributions today, contributions in the 

future will be larger. Plan sponsors should consult with their actuaries to determine the impact of these legislative 

changes on pension plan funding and benefit restrictions. 
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