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the claiming of the credits described in
§1.412(c)(3)-2(d) (2) and (3) on Schedule
B to Form 5500 and by filing such other
information as may be required by the
Commissioner.

(e) Effect on shortfall method. The
charges and credits described in this
section apply in the shortfall method
to the annual computation charge de-
scribed in §1.412(c)(1)-2(d). The
amounts described in §1.412(c)(3)-2(d)
shall be determined before the applica-
tion of the shortfall method.

(Sec. 3(31) of the Employee Retirement In-
come Security Act of 1974 (88 Stat. 837; 29
U.S.C. 1002) and sec. 7805 of the Internal Rev-
enue Code of 1954 (68A Stat. 917; 26 U.S.C.
7805))

[T.D. 7746, 45 FR 86432, Dec. 31, 1980]

§1.412(i)-1 Certain insurance contract
plans.

(a) In general. Under section 412(h)(2)
of the Internal Revenue Code of 1954, as
added by section 1013(a) of the Em-
ployee Retirement Income Security
Act of 1974 (88 Stat. 914) (hereinafter re-
ferred to as ‘‘the Act’’), an insurance
contract plan described in section 412(i)
for a plan year is not subject to the
minimum funding requirements of sec-
tion 412 for that plan year. Con-
sequently, if an individual or group in-
surance contract plan satisfies all of
the requirements of paragraph (b)(2) or
(c)(2) of this section, whichever are ap-
plicable, for the plan year, the plan is
not subject to the requirements of sec-
tion 412 for that plan year. The effec-
tive date for section 412 of the Code is
determined under section 1017 of the
Act. In general, in the case of a plan
which was not in existence on January
1, 1974, this section applies for plan
years beginning after September 2,
1974, and in the case of a plan in exist-
ence on January 1, 1974, to plan years
beginning after December 31, 1975.

(b) Individual insurance contract plans.
(1) An individual insurance contract
plan is described in section 412(i) dur-
ing a plan year if the plan satisfies the
requirements of paragraph (b)(2) of this
section for the plan year.

(2) The requirements of this para-
graph are:

(i) The plan must be funded exclu-
sively by the purchase from an insur-
ance company or companies (licensed
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under the law of a State or the District
of Columbia to do business with the
plan) of individual annuity or indi-
vidual insurance contracts, or a com-
bination thereof. The purchase may be
made either directly by the employer
or through the use of a custodial ac-
count or trust. A plan shall not be con-
sidered to be funded otherwise than ex-
clusively by the purchase of individual
annuity or individual insurance con-
tracts merely because the employer
makes a payment necessary to comply
with the provisions of section 411(c)(2)
(relating to accrued benefit from em-
ployee contributions).

(ii) The individual annuity or indi-
vidual insurance contracts issued
under the plan must provide for level
annual, or more frequent, premium
payments to be paid under the plan for
the period commencing with the date
each individual participating in the
plan became a participant and ending
not later than the normal retirement
age for that individual or, if earlier,
the date the individual ceases his par-
ticipation in the plan. Premium pay-
ments may be considered to be level
even though items such as experience
gains and dividends are applied against
premiums. In the case of an increase in
benefits, the contracts must provide
for level annual payments with respect
to such increase to be paid for the pe-
riod commencing at the time the in-
crease becomes effective. If payment
commences on the first payment date
under the contract occurring after the
date an individual becomes a partici-
pant or after the effective date of an
increase in benefits, the requirements
of this subdivision will be satisfied
even though payment does not com-
mence on the date on which the indi-
vidual’s participation commenced or
on the effective date of the benefit in-
crease, whichever is applicable. If an
individual accrues benefits after his
normal retirement age, the require-
ments of this subdivision are satisfied
if payment is made at the time such
benefits accrue. If the provisions re-
quired by this subdivision are set forth
in a separate agreement with the issuer
of the individual contracts, they need
not be included in the individual con-
tracts.
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(iii) The benefits provided by the
plan for each individual participant
must be equal to the benefits provided
under his individual contracts at his
normal retirement age under the plan
provisions.

(iv) The benefits provided by the plan
for each individual participant must be
guaranteed by the life insurance com-
pany, described in paragraph (b)(2)(i) of
this section, issuing the individual con-
tracts to the extent premiums have
been paid.

(v) Except as provided in the fol-
lowing sentence, all premiums payable
for the plan year, and for all prior plan
years, under the insurance or annuity
contracts must have been paid before
lapse. If the lapse has occurred during
the plan year, the requirements of this
subdivision will be considered to have
been met if reinstatement of the insur-
ance policy, under which the individual
insurance contracts are issued, occurs
during the year of the lapse and before
distribution is made or benefits com-
mence to any participant whose bene-
fits are reduced because of the lapse.

(vi) No rights under the individual
contracts may have been subject to a
security interest at any time during
the plan year. This subdivision shall
not apply to contracts which have been
distributed to participants if the secu-
rity interest is created after the date of
distribution.

(vii) No policy loans, including loans
to individual participants, on any of
the individual contracts may be out-
standing at any time during the plan
year. This subdivision shall not apply
to contracts which have been distrib-
uted to participants if the loan is made
after the date of distribution. An appli-
cation of funds by the issuer to pay
premiums due under the contracts
shall be deemed not to be a policy loan
if the amount of the funds so applied,
and interest thereon, is repaid during
the plan year in which the funds are
applied and before distribution is made
or benefits commence to any partici-
pant whose benefits are reduced be-
cause of such application.

(c) Group insurance contract plans. (1)
A group insurance contract plan is de-
scribed in section 412(i) during a plan
year if the plan satisfies the require-
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ments of subparagraph (2) for the plan
year.

(2) The requirements of this subpara-
graph are:

(i) The plan must be funded exclu-
sively by the purchase from an insur-
ance company or companies, described
in paragraph (b)(2)(i) of this section, of
group annuity or group insurance con-
tracts, or a combination thereof. The
purchase may be made either directly
by the employer or through the use of
a custodial account or trust. A plan
shall not be considered to be funded
otherwise than exclusively by the pur-
chase of group annuity or group insur-
ance contracts merely because the em-
ployer makes a payment necessary to
comply with the provisions of section
411 (c)(2) (relating to accrued benefit
derived from employee contributions).

(ii) In the case of a plan funded by a
group insurance contract or a group
annuity contract the requirements of
paragraph (b)(2)(ii) of this section must
be satisfied by the group contract
issued under the plan. Thus, for exam-
ple, each individual participant’s bene-
fits under the group contract must be
provided for by level annual, or more
frequent, payments equivalent to the
payments required to satisfy such
paragraph. The requirements of this
subdivision will not be satisfied if ben-
efits for any individual are not pro-
vided for by level payments made on
his behalf under the group contract.

(iii) The group annuity or group in-
surance contract must satisfy the re-
quirements of clauses (iii), (iv), (v),
(vi), and (vii) of paragraph (b)(2). Thus,
for example, each participant’s benefits
provided by the plan must be equal to
his benefits provided under the group
contract at his normal retirement age.

(iv)(A) If the plan is funded by a
group annuity contract, the value of
the benefits guaranteed by the insur-
ance company issuing the contract
under the plan with respect to each
participant under the contract must
not be less than the value of such bene-
fits which the cash surrender value
would provide for that participant
under any individual annuity contract
plan satisfying the requirements of
paragraph (b) and approved for sale in
the State where the principal office of
the plan is located.
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(B) If the plan is funded by a group
insurance contract, the value of the
benefits guaranteed by the insurance
company issuing the contract under
the plan with respect to each partici-
pate under the contract must not be
less than the value of such benefits
which the cash surrender value would
provide for that participant under any
individual insurance contract plan sat-
isfying the requirements of paragraph
(b) and approved for sale in the State
where the principal office of the plan is
located.

(v) Under the group annuity or group
insurance contract, premiums or other
consideration received by the insur-
ance company (and, if a custodial ac-
count or trust is used, the custodian or
trustee thereof) must be allocated to
purchase individual benefits for par-
ticipants under the plan. A plan which
maintains unallocated funds in an aux-
iliary trust fund or which provides that
an insurance company will maintain
unallocated funds in a separate ac-
count, such as a group deposit adminis-
tration contract, does not satisfy the
requirements of this subdivision.

(d) Combination of plans. A plan which
is funded by a combination of indi-
vidual contracts and a group contract
shall be treated as a plan described in
section 412 (i) for the plan year if the
combination, in the aggregate, satisfies
the requirements of this section for the
plan year.

[T.D. 7746, 456 FR 47676, July 16, 1980; 45 FR
505663, July 30, 198010

§1.413-1 Special rules for collectively
bargained plans.

(a) Application of section 413(b) to cer-
tain collectively bargained plans—(1) In
general. Section 413(b) sets forth special
rules applicable to certain pension,
profit-sharing, and stock bonus plans
(and each trust which is a part of such
a plan), hereinafter referred to as ‘‘sec-
tion 413(b) plans’, described in para-
graph (a)(2) of this section. Notwith-
standing any other provision of the
Code, a section 413(b) plan is subject to
the special rules of section 413(b) (1)
through (8) and paragraphs (b) through
(i) of this section.

(2) Requirements. Section 413(b) ap-
plies to a plan (and each trust which is
a part of such plan) if the plan is a sin-
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gle plan which is maintained pursuant
to one or more agreements which the
Secretary of Labor finds to be a collec-
tive bargaining agreement between em-
ployee representatives and one or more
employers. A plan which provides bene-
fits for employees of more than one
employer is considered a single plan
subject to the requirements of section
413(b) and this section if the plan is
considered a single plan for purposes of
applying section 414(1) (see §1.414(1)-
1(b)(1)). For purposes of determining
whether one or more plans (or agree-
ments) are a single plan, under sections
413(a) and 414(1), it is irrelevant that
there are in form two or more separate
plans (or agreements). For example, a
single plan will be considered to exist
where agreements are entered into sep-
arately by a national labor organiza-
tion (or one or more local units of such
organization), on one hand, and indi-
vidual employers, on the other hand, if
the plan is considered a single plan for
purposes of applying section 414(0).

(3) Additional rules and effective dates.
(i) If a plan is a section 413(b) plan at
a relevant time, the rules of section
413(b) and this section apply, and the
rules of section 413(c) and §1.413-2 do
not apply to the plan.

(ii) The qualification of a section
413(b) plan, at any relevant time, under
section 401(a), 403(a), or 405(a), as modi-
fied by sections 413(b) and this section,
is determined with respect to all em-
ployers maintaining the plan. Con-
sequently, the failure by one employer
maintaining the plan (or by the plan
itself) to satisfy an applicable quali-
fication requirement will result in the
disqualification of the plan for all em-
ployers maintaining the plan.

(iii) Except as otherwise provided,
section 413 (a) and (b) and this section
apply to a plan for plan years begin-
ning after December 31, 1953.

(b) Participation. Section 410 and the
regulations thereunder shall be applied
as if all employees of each of the em-
ployers who are parties to the collec-
tive-bargaining agreement and all such
employees who are subject to the same
benefit computation formula under the
plan were employed by a single em-
ployer.
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