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TITLE 26 - INTERNAL REVENUE CODE
Subtitle A - Income Taxes
CHAPTER 1 - NORMAL TAXES AND SURTAXES
Subchapter D - Deferred Compensation, Etc.
PART | - PENSION, PROFIT-SHARING, STOCK BONUS PLANS, ETC.
Subpart A - General Rule

§404. Deduction for contributions of an employer to an employees’ trust or annuity plan
and compensation under a deferred-payment plan

(@) General rule

If contributions are paid by an employer to or under a stock bonus, pension, profit-sharing, or annuity
plan, or if compensation is paid or accrued on account of any employee under a plan deferring the
receipt of such compensation, such contributions or compensation shall not be deductible under this
chapter; but, if they would otherwise be deductible, they shall be deductible under this section, subject,
however, to the following limitations as to the amounts deductible in any year:

(1) Pension trusts
(A) Ingeneral

In the taxable year when paid, if the contributions are paid into a pension trust (other than a
trust to which paragraph (3) applies), and if such taxable year ends within or with a taxable
year of the trust for which the trust is exempt under section 501 (a), in the case of a defined
benefit plan other than a multiemployer plan, in an amount determined under subsection (0),
and in the case of any other plan in an amount determined as follows:
(i) the amount necessary to satisfy the minimum funding standard provided by section
412 () for plan years ending within or with such taxable year (or for any prior plan year),
if such amount is greater than the amount determined under clause (ii) or (iii) (whichever
is applicable with respect to the plan),
(if) the amount necessary to provide with respect to all of the employees under the trust
the remaining unfunded cost of their past and current service credits distributed asalevel
amount, or alevel percentage of compensation, over the remaining future service of each
such employee, as determined under regulations prescribed by the Secretary, but if such
remaining unfunded cost with respect to any 3 individuals is more than 50 percent of
such remaining unfunded cost, the amount of such unfunded cost attributable to such
individuals shall be distributed over aperiod of at |east 5 taxable years,

(itf) an amount equal to the normal cost of the plan, as determined under regulations
prescribed by the Secretary, plus, if past serviceor other supplementary pension or annuity
credits are provided by the plan, an amount necessary to amortize the unfunded costs
attributable to such creditsin equal annual payments (until fully amortized) over 10 years,
as determined under regulations prescribed by the Secretary.

In determining the amount deductible in such year under the foregoing limitations the funding
method and the actuarial assumptions used shall be those used for such year under section
431, and the maximum amount deductible for such year shall be an amount equal to the full
funding limitation for such year determined under section 431.

(B) Special rulein case of certain amendments

In the case of a multiemployer plan which the Secretary of Labor finds to be collectively
bargained which makes an election under this subparagraph (in such manner and at such time
asmay be provided under regul ations prescribed by the Secretary), if thefull funding limitation
determined under section 431 (c)(6) for such year is zero, if asaresult of any plan amendment
applying to such plan year, the amount determined under section 431 (c)(6)(A)(ii) exceeds
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the amount determined under section 431 (c)(6)(A)(i), and if the funding method and the
actuarial assumptions used are those used for such year under section 431, the maximum
amount deductible in such year under the limitations of this paragraph shall be an amount
equal to the lesser of—

(i) the full funding limitation for such year determined by applying section 431 (c)(6)
but increasing the amount referred to in subparagraph (A) thereof by the decrease in the
present value of all unamortized liabilities resulting from such amendment, or

(if) thenormal cost under the plan reduced by the amount necessary to amortize in equal
annual installments over 10 years (until fully amortized) the decrease described in clause
(i).
Inthe case of any election under thissubparagraph, the amount deductible under thelimitations
of this paragraph with respect to any of the plan years following the plan year for which
such election was made shall be determined as provided under such regulations as may be
prescribed by the Secretary to carry out the purposes of this subparagraph.

(C) Certain collectively-bargained plans

In the case of a plan which the Secretary of Labor finds to be collectively bargained,
established or maintained by an employer doing businessin not lessthan 40 States and engaged
in the trade or business of furnishing or selling services described in section 168 (i)(10)(C),
with respect to which the rates have been established or approved by a State or political
subdivision thereof, by any agency or instrumentality of the United States, or by a public
service or public utility commission or other similar body of any State or political subdivision
thereof, and in the case of any employer which is a member of a controlled group with such
employer, subparagraph (B) shall be applied by substituting for the words “ plan amendment”
thewords* plan amendment or increase in benefits payable under title 1 of the Social Security
Act”. For the purposes of this subparagraph, the term “controlled group” has the meaning
provided by section 1563 (&), determined without regard to section 1563 (a)(4) and (€)(3)(C).

(D) Amount determined on basis of unfunded current liability

In the case of a defined benefit plan which is a multiemployer plan, except as provided in
regulations, the maximum amount deductible under the limitations of this paragraph shall not
be less than the excess (if any) of—
(i) 140 percent of the current liability of the plan determined under section 431 (c)(6)(D),
over

(ii) thevalue of the plan’s assets determined under section 431 (¢)(2).
(E) Carryover

Any amount paid in ataxable year in excess of the amount deductible in such year under the
foregoing limitations shall be deductible in the succeeding taxable years in order of time to
the extent of the difference between the amount paid and deductible in each such succeeding
year and the maximum amount deductible for such year under the foregoing limitations.

(2) Employees annuities

In the taxable year when paid, in an amount determined in accordance with paragraph (1), if the
contributions are paid toward the purchase of retirement annuities, or retirement annuities and
medical benefits as described in section 401 (h), and such purchase is part of a plan which meets
the requirements of section 401 (a)(3), (4), (5), (6), (7), (8), (9), (11), (12), (13), (14), (15), (16),
(17),1 (19), (20), (22), (26), (27), (31), and (37) and, if applicable, the requirements of section
401(a)(10) and of section 401(d), and if refunds of premiums, if any, are applied within the current
taxable year or next succeeding taxable year toward the purchase of such retirement annuities, or
such retirement annuities and medical benefits.

(3) Stock bonusand profit-sharing trusts
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(A) Limitson deductible contributions
(i) Ingenera

In the taxable year when paid, if the contributions are paid into a stock bonus or
profit-sharing trust, and if such taxable year endswithin or with ataxable year of the trust
with respect to which thetrust is exempt under section 501 (@), in an amount not in excess
of the greater of—
(1) 25 percent of the compensation otherwise paid or accrued during the taxable year
to the beneficiaries under the stock bonus or profit-sharing plan, or

(I1) the amount such employer is required to contribute to such trust under section
401 (k)(11) for such year.

(if) Carryover of excess contributions

Any amount paid into the trust in any taxable year in excess of the limitation of clause
(i) (or the corresponding provision of prior law) shall be deductible in the succeeding
taxable years in order of time, but the amount so deductible under this clause in any 1
such succeeding taxable year together with the amount allowable under clause (i) shall
not exceed the amount described in subclause (1) or (I1) of clause (i), whichever isgreater,
with respect to such taxable year.

(iii) Certain retirement plans excluded

For purposes of this subparagraph, theterm “stock bonus or profit-sharing trust” shall not
include any trust designed to provide benefits upon retirement and covering a period of
years, if under the plan the amounts to be contributed by the employer can be determined
actuarially as provided in paragraph (1).

(iv) 2 or moretruststreated as 1 trust

If the contributions are made to 2 or more stock bonus or profit-sharing trusts, such
trusts shall be considered a single trust for purposes of applying the limitations in this
subparagraph.

(v) Defined contribution plans subject to the funding standards

Except as provided by the Secretary, a defined contribution plan which is subject to the
funding standards of section 412 shall be treated in the same manner as a stock bonus or
profit-sharing plan for purposes of this subparagraph.

(B) Profit-sharing plan of affiliated group

Inthe case of aprofit-sharing plan, or astock bonus plan inwhich contributions are determined
with reference to profits, of a group of corporations which is an affiliated group within
the meaning of section 1504, if any member of such affiliated group is prevented from
making a contribution which it would otherwise have made under the plan, by reason of
having no current or accumulated earnings or profits or because such earnings or profits
are less than the contributions which it would otherwise have made, then so much of the
contribution which such member was so prevented from making may be made, for the
benefit of the employees of such member, by the other members of the group, to the extent
of current or accumulated earnings or profits, except that such contribution by each such
other member shall be limited, where the group does not file a consolidated return, to that
proportion of itstotal current and accumulated earnings or profits remaining after adjustment
for its contribution deductible without regard to this subparagraph which the total prevented
contribution bearsto the total current and accumulated earnings or profits of al the members
of the group remaining after adjustment for all contributions deductible without regard to this
subparagraph. Contributions made under the preceding sentence shall be deductible under
subparagraph (A) of this paragraph by the employer making such contribution, and, for the
purpose of determining amountswhich may be carried forward and deducted under the second

-3-



26 USC 404

NB: This unofficial compilation of the U.S. Code is current as of Jan. 4, 2010 (see http://www.law.cor nell.edu/uscode/uscprint.html).

sentence of subparagraph (A) of thisparagraph in succeeding taxable years, shall be deemedto
have been made by the employer on behalf of whose employees such contributionswere made.

(4) Trustscreated or organized outside the United States

If astock bonus, pension, or profit-sharing trust would qualify for exemption under section 501 (@)
except for the fact that it is atrust created or organized outside the United States, contributions to
such atrust by an employer which isaresident, or corporation, or other entity of the United States,
shall be deductible under the preceding paragraphs.

(5) Other plans

If the plan is not one included in paragraph (1), (2), or (3), in the taxable year in which an amount
attributabl e to the contribution isincludible in the gross income of employees participating in the
plan, but, in the case of a plan in which more than one employee participates only if separate
accounts are maintained for each employee. For purposes of this section, any vacation pay whichis
treated as deferred compensation shall be deductible for the taxable year of the employer in which
paid to the employee.

(6) Timewhen contributions deemed made

For purposes of paragraphs (1), (2), and (3), ataxpayer shall be deemed to have made a payment
on the last day of the preceding taxable year if the payment is on account of such taxable year
and is made not later than the time prescribed by law for filing the return for such taxable year
(including extensions thereof).
(7) Limitation on deductions where combination of defined contribution plan and defined
benefit plan

(A) Ingeneral

If amounts are deductible under the foregoing paragraphs of this subsection (other than

paragraph (5)) in connection with 1 or more defined contribution plans and 1 or more defined

benefit plans or in connection with trusts or plans described in 2 or more of such paragraphs,

the total amount deductiblein ataxableyear under such plansshall not exceed the greater of—
(i) 25 percent of the compensation otherwise paid or accrued during the taxable year to
the beneficiaries under such plans, or

(ii) the amount of contributions made to or under the defined benefit plans to the extent
such contributions do not exceed the amount of employer contributions necessary to
satisfy the minimum funding standard provided by section 412 with respect to any such
defined benefit plans for the plan year which ends with or within such taxable year (or
for any prior plan year).

A defined contribution plan which is a pension plan shall not be treated as failing to provide
definitely determinable benefits merely by limiting employer contributions to amounts
deductible under this section. In the case of a defined benefit plan which is asingle employer
plan, the amount necessary to satisfy the minimum funding standard provided by section 412
shall not be lessthan the excess (if any) of the plan’s funding target (as defined in section 430
(d)(1)) over the value of the plan’s assets (as determined under section 430 (g)(3)).

(B) Carryover of contributionsin excess of the deductible limit

Any amount paid under the plans in any taxable year in excess of the limitation of
subparagraph (A) shall be deductible in the succeeding taxable years in order of time, but
the amount so deductible under this subparagraph in any 1 such succeeding taxable year
together with the amount allowable under subparagraph (A) shall not exceed 25 percent of the
compensation otherwise paid or accrued during such taxable year to the beneficiaries under
the plans.

(C) Paragraph not to apply in certain cases
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(i) Beneficiary test

This paragraph shall not have the effect of reducing the amount otherwise deductible
under paragraphs (1), (2), and (3), if no employee isabeneficiary under more than 1 trust
or under atrust and an annuity plan.

(if) Elective deferrals

If, in connection with 1 or more defined contribution plans and 1 or more defined
benefit plans, no amounts (other than elective deferrals (as defined in section 402
(9)(3))) are contributed to any of the defined contribution plans for the taxable year, then
subparagraph (A) shall not apply with respect to any of such defined contribution plans
and defined benefit plans.
(iii) Limitation
In the case of employer contributions to 1 or more defined contribution plans—
(I if such contributions do not exceed 6 percent of the compensation otherwise
paid or accrued during the taxable year to the beneficiaries under such plans, this
paragraph shall not apply to such contributions or to employer contributions to the
defined benefit plans to which this paragraph would otherwise apply by reason of
contributions to the defined contribution plans, and
(1) if such contributions exceed 6 percent of such compensation, this paragraph
shall be applied by only taking into account such contributions to the extent of such
EXCESS.

For purposes of this clause, amounts carried over from preceding taxable years under
subparagraph (B) shall be treated as employer contributions to 1 or more defined
contributions plans to the extent attributable to employer contributions to such plansin
such preceding taxable years.

(iv) Guaranteed plans

In applying this paragraph, any single-employer plan covered under section 4021 of the
Employee Retirement Income Security Act of 1974 shall not be taken into account.

(v) Multiemployer plans

In applying this paragraph, any multiemployer plan shall not be taken into account.
(D) Insurance contract plans

For purposes of this paragraph, a plan described in section 412 (€)(3) shall be treated as a
defined benefit plan.

(8) Sdf-employed individuals

In the case of aplan included in paragraph (1), (2), or (3) which provides contributions or benefits
for employees some or al of whom are employees within the meaning of section 401 (c)(1), for
purposes of this section—

(A) theterm “employee” includes an individual who is an employee within the meaning of
section 401 (c)(1), and the employer of such individua is the person treated as his employer
under section 401 (c)(4);

(B) theterm “earned income” has the meaning assigned to it by section 401 (c)(2);

(C) the contributions to such plan on behalf of an individual who is an employee within
the meaning of section 401 (c)(1) shall be considered to satisfy the conditions of section
162 or 212 to the extent that such contributions do not exceed the earned income of such
individual (determined without regard to the deductions allowed by this section) derived from
the trade or business with respect to which such plan is established, and to the extent that such
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9)

contributions are not allocable (determined in accordance with regulations prescribed by the
Secretary) to the purchase of life, accident, health, or other insurance; and

(D) any reference to compensation shall, in the case of an individual who is an employee
within the meaning of section 401 (c)(1), be considered to be a reference to the earned
income of such individual derived from the trade or business with respect to which the plan
is established.

Certain contributionsto employee stock owner ship plans
(A) Principal payments

Notwithstanding the provisions of paragraphs (3) and (7), if contributions are paid into a
trust which forms a part of an employee stock ownership plan (as described in section 4975
(e)(7)), and such contributions are, on or before the time prescribed in paragraph (6), applied
by the plan to the repayment of the principal of aloan incurred for the purpose of acquiring
qualifying employer securities (as described in section 4975 (€)(8)), such contributions shall
be deductible under this paragraph for the taxable year determined under paragraph (6).
The amount deductible under this paragraph shall not, however, exceed 25 percent of the
compensation otherwise paid or accrued during the taxable year to the employees under such
employee stock ownership plan. Any amount paid into such trust in any taxable year in excess
of the amount deductible under this paragraph shall be deductible in the succeeding taxable
yearsin order of time to the extent of the difference between the amount paid and deductible
in each such succeeding year and the maximum amount deductible for such year under the
preceding sentence.

(B) Interest payment

Notwithstanding the provisions of paragraphs (3) and (7), if contributions are made to an
employee stock ownership plan (described in subparagraph (A)) and such contributions are
applied by the plan to the repayment of interest on aloan incurred for the purpose of acquiring
qualifying employer securities (as described in subparagraph (A)), such contributions shall
be deductible for the taxable year with respect to which such contributions are made as
determined under paragraph (6).

(C) Scorporations

This paragraph shall not apply to an S corporation.
(D) Qualified gratuitoustransfers

A qualified gratuitous transfer (as defined in section 664 (g)(1)) shall have no effect on the
amount or amounts otherwise deductible under paragraph (3) or (7) or under this paragraph.

(10) Contributionsby certain ministersto retirement income accounts

In the case of contributions made by a minister described in section 414 (e)(5) to a retirement
income account described in section 403 (b)(9) and not by a person other than such minister, such
contributions—

(A) shall be treated as made to a trust which is exempt from tax under section 501 (a) and
which is part of aplan which is described in section 401 (a), and

(B) shall be deductible under this subsection to the extent such contributions do not exceed
the limit on elective deferrals under section 402 (g) or the limit on annual additions under
section 415.

For purposes of this paragraph, all plans in which the minister is a participant shall be treated as
one plan.

(11) Determinationsrelating to deferred compensation

For purposes of determining under this section—

(A) whether compensation of an employee is deferred compensation; and
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(b)

(B) when deferred compensation is paid,

no amount shall be treated as received by the employee, or paid, until it is actually received by
the employee.

(12) Definition of compensation

For purposes of paragraphs (3), (7), (8), and (9) and subsection (h)(1)(C), theterm “ compensation”
shall include amounts treated as “ participant’s compensation” under subparagraph (C) or (D) of
section 415 (c)(3).

Method of contributions, etc., having the effect of a plan; certain deferred benefits

(1) Method of contributions, etc., having the effect of a plan

[f—
(A) thereisno plan, but
(B) thereisamethod or arrangement of employer contributions or compensation which has
the effect of astock bonus, pension, profit-sharing, or annuity plan, or other plan deferring the
receipt of compensation (including a plan described in paragraph (2)),

subsection (a) shall apply asif there were such a plan.

(2) Plansproviding certain deferred benefits
(A) Ingeneral

For purposes of this section, any plan providing for deferred benefits (other than
compensation) for employees, their spouses, or their dependents shall be treated as a plan
deferring the receipt of compensation. In the case of such aplan, for purposes of this section,
the determination of when an amount is includible in gross income shall be made without
regard to any provisions of this chapter excluding such benefits from gross income.

(B) Exception

Subparagraph (A) shall not apply to any benefit provided through a welfare benefit fund (as
defined in section 419 (e)).

(c) Certain negotiated plans

If contributions are paid by an employer—

(1) under aplan under which such contributions are held in trust for the purpose of paying (either
from principa or income or both) for the benefit of employees and their families and dependents
at least medical or hospital care, or pensions on retirement or death of employees; and

(2) such plan was established prior to January 1, 1954, as a result of an agreement between
employee representatives and the Government of the United States during a period of Government
operation, under seizure powers, of amajor part of the productive facilities of theindustry inwhich
such employer is engaged,

such contributions shall not be deductible under this section nor be made nondeductible by this section,
but the deductibility thereof shall be governed solely by section 162 (relating to trade or business
expenses). For purposes of this chapter and subtitle B, in the case of any individual who before July 1,
1974, was a participant in a plan described in the preceding sentence—

(A) suchindividua, if heisor wasan employeewithinthe meaning of section 401 (c)(1), shall
be treated (with respect to service covered by the plan) as being an employee other than an
employee within the meaning of section 401 (c)(1) and as being an employee of aparticipating
employer under the plan,

(B) earnings derived from service covered by the plan shall be treated as not being earned
income within the meaning of section 401 (¢)(2), and

(C) such individual shall be treated as an employee of a participating employer under the
plan with respect to service before July 1, 1975, covered by the plan.
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Section 277 (relating to deductions incurred by certain membership organizations in transactions with
members) does not apply to any trust described in this subsection. The first and third sentences of this
subsection shall have no application with respect to amounts contributed to a trust on or after any date on
which such trust is qualified for exemption from tax under section 501 (a).

(d) Deductibility of payments of deferred compensation, etc., to independent contractors

If aplan would be described in so much of subsection (a) as precedes paragraph (1) thereof (asmodified
by subsection (b)) but for the fact that there is no employer-employee relationship, the contributions
or compensation—
(1) shall not be deductible by the payor thereof under this chapter, but
(2) shal (if they would be deductible under this chapter but for paragraph (1)) be deductible
under this subsection for the taxable year in which an amount attributable to the contribution or
compensation isincludible in the gross income of the persons participating in the plan.
(e) Contributionsallocableto lifeinsurance protection for self-employed individuals

In the case of a self-employed individual described in section 401 (c)(1), contributions which are
allocable (determined under regulations prescribed by the Secretary) to the purchase of life, accident,
health, or other insurance shall not be taken into account under paragraph (1), (2), or (3) of subsection
(@).
[(f) Repealed. Pub. L. 98-369, div. A, title V11, § 713(b)(3), July 18, 1984, 98 Stat. 957]
(g) Certain employer liability payments considered as contributions

(1D Ingeneral

For purposes of this section, any amount paid by an employer under section 4041 (b), 4062, 4063,
or 4064, or part 1 of subtitle E of title IV of the Employee Retirement Income Security Act of 1974
shall betreated as a contribution to which this section applies by such employer to or under a stock
bonus, pension, profit-sharing, or annuity plan.

(2) Controlled group deductions

In the case of apayment described in paragraph (1) made by an entity whichisliable becauseitisa
member of acommonly controlled group of corporations, trades, or businesses, within the meaning
of subsection (b) or (c) of section 414, the fact that the entity did not directly employ participants
of the plan with respect to which the liability payment was made shall not affect the deductibility
of a payment which otherwise satisfies the conditions of section 162 (relating to trade or business
expenses) or section 212 (relating to expenses for the production of income).

(3) Timing of deduction of contributions
(A) Ingeneral
Except as otherwise provided in this paragraph, any payment described in paragraph (1) shall
(subject to the last sentence of subsection (a)(1)(A)) be deductible under this section when
paid.
(B) Contributionsunder standard terminations
Subparagraph (A) shall not apply (and subsection (a)(1)(A) shall apply) to any payments
described in paragraph (1) which are paid to terminate a plan under section 4041(b) of the
Employee Retirement Income Security Act of 1974 to the extent such payments result in the

assets of the plan being in excess of the total amount of benefits under such plan which are
guaranteed by the Pension Benefit Guaranty Corporation under section 4022 of such Act.

(C) Contributionsto certain trusts

Subparagraph (A) shall not apply to any payment described in paragraph (1) which is made
under section 4062(c) of such Act and such payment shall be deductible at such timeasmay be
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(h)

prescribed in regulations which are based on principles similar to the principles of subsection
@D)(A).
(4) Referencesto Employee Retirement Income Security Act of 1974

For purposes of this subsection, any reference to a section of the Employee Retirement Income
Security Act of 1974 shall be treated as a reference to such section as in effect on the date of the
enactment of the Retirement Protection Act of 1994.

Special rulesfor simplified employee pensions

(1) Ingeneral

Employer contributions to a simplified employee pension shall be treated asif they are madeto a
plan subject to the requirements of this section. Employer contributions to a simplified employee
pension are subject to the following limitations:

(A) Contributions made for ayear are deductible—

(i) inthe case of asimplified employee pension maintained on a calendar year basis, for
the taxable year with or within which the calendar year ends, or
(i) inthe case of asimplified employee pension which is maintained on the basis of the
taxable year of the employer, for such taxable year.
(B) Contributions shall be treated for purposes of this subsection as if they were made for
ataxable year if such contributions are made on account of such taxable year and are made
not later than the time prescribed by law for filing the return for such taxable year (including
extensions thereof).

(C) The amount deductible in a taxable year for a simplified employee pension shall not
exceed 25 percent of the compensation paid to the employees during the calendar year ending
with or within thetaxableyear (or during thetaxableyear in the case of ataxableyear described
in subparagraph (A)(ii)). The excess of the amount contributed over the amount deductible
for ataxable year shall be deductible in the succeeding taxable yearsin order of time, subject
to the 25 percent limit of the preceding sentence.

(2) Effect on certain trusts

For any taxable year for which the employer has a deduction under paragraph (1), the otherwise
applicable limitations in subsection (a)(3)(A) shall be reduced by the amount of the allowable
deductions under paragraph (1) with respect to participants in the trust subject to subsection
@3)(A).

(3) Coordination with subsection (a)(7)

For purposes of subsection (a)(7), a ssimplified employee pension shall be treated as if it were a
separate stock bonus or profit-sharing trust.

[(i) Repealed. Pub. L.99-514, title X1, § 1171(b)(6), Oct. 22, 1986, 100 Stat. 2513]

(i) Special rulesrelating to application with section 415

(1) Nodeduction in excess of section 415 limitation
In computing the amount of any deduction alowable under paragraph (1), (2), (3), (4), (7), or (9)
of subsection (a) for any year—

(A) in the case of adefined benefit plan, there shall not be taken into account any benefits
for any year in excess of any limitation on such benefits under section 415 for such year, or
(B) in the case of a defined contribution plan, the amount of any contributions otherwise
taken into account shall be reduced by any annual additions in excess of the limitation under
section 415 for such year.

(2) No advance funding of cost-of-living adjustments
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(k)

For purposes of clause (i), (ii) or (iii) of subsection (a)(1)(A), and in computing the full funding
limitation, there shall not be taken into account any adjustments under section 415 (d)(1) for any
year before the year for which such adjustment first takes effect.

Deduction for dividends paid on certain employer securities
(1) General rule

In the case of a C corporation, there shall be allowed as a deduction for ataxable year the amount
of any applicable dividend paid in cash by such corporation with respect to applicable employer
securities. Such deduction shall be in addition to the deductions allowed under subsection (a).

(2) Applicabledividend

For purposes of this subsection—
(A) Ingeneral
The term “applicable dividend” means any dividend which, in accordance with the plan
provisions—
(i) ispaid in cash to the participants in the plan or their beneficiaries,
(if) is paid to the plan and is distributed in cash to participants in the plan or their
beneficiaries not later than 90 days after the close of the plan year in which paid,
(iii) is, at the election of such participants or their beneficiaries—
(1) payable as provided in clause (i) or (ii), or
(I1) paidtothe plan and reinvested in qualifying employer securities, or
(iv) is used to make payments on a loan described in subsection (a)(9) the proceeds

of which were used to acquire the employer securities (whether or not allocated to
participants) with respect to which the dividend is paid.
(B) Limitation on certain dividends
A dividend described in subparagraph (A)(iv) which is paid with respect to any employer
security which isallocated to a participant shall not be treated as an applicable dividend unless
the plan provides that employer securitieswith afair market value of not less than the amount
of such dividend are alocated to such participant for the year which (but for subparagraph
(A)) such dividend would have been allocated to such participant.

(3) Applicable employer securities
For purposes of this subsection, the term “applicable employer securities’ means, with respect

to any dividend, employer securities which are held on the record date for such dividend by an
employee stock ownership plan which is maintained by—

(A) the corporation paying such dividend, or
(B) any other corporation which is a member of a controlled group of corporations (within
the meaning of section 409 (1)(4)) which includes such corporation.

(4) Timefor deduction
(A) Ingeneral
The deduction under paragraph (1) shall be allowable in the taxable year of the corporationin
which the dividend is paid or distributed to a participant or his beneficiary.
(B) Reinvestment dividends
For purposes of subparagraph (A), an applicable dividend reinvested pursuant to clause (iii)(11)
of paragraph (2)(A) shall be treated as paid in the taxable year of the corporation in which
such dividend is reinvested in qualifying employer securities or in which the election under
clause (iii) of paragraph (2)(A) is made, whichever islater.
(C) Repayment of loans
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Inthe case of an applicabledividend described in clause (iv) of paragraph (2)(A), the deduction
under paragraph (1) shal be alowable in the taxable year of the corporation in which such
dividend is used to repay the loan described in such clause.

(5) Other rules

For purposes of this subsection—
(A) Disallowance of deduction

The Secretary may disallow the deduction under paragraph (1) for any dividend if the
Secretary determines that such dividend constitutes, in substance, an avoidance or evasion of
taxation.

(B) Plan qualification
A plan shall not betreated as violating the requirements of section 401, 409, or 4975 (e)(7), or
as engaging in a prohibited transaction for purposes of section 4975 (d)(3), merely by reason
of any payment or distribution described in paragraph (2)(A).

(6) Definitions

For purposes of this subsection—
(A) Employer securities
Theterm “employer securities” has the meaning given such term by section 409 (1).
(B) Employee stock ownership plan
The term “employee stock ownership plan” has the meaning given such term by section 4975
(e)(7). Such term includes a tax credit employee stock ownership plan (as defined in section
409).

(7) Full vesting

In accordance with section 411, an applicable dividend described in clause (iii)(11) of paragraph

(2)(A) shall be subject to the requirements of section 411 (a)(1).

() Limitation on amount of annual compensation taken into account

For purposes of applying the limitations of this section, the amount of annual compensation of each
employeetaken into account under the plan for any year shall not exceed $200,000. The Secretary shall
adjust the $200,000 amount at the same time, and by the same amount, as any adjustment under section
401 (a)(17)(B). For purposes of clause (i), (ii), or (iii) of subsection (a)(1)(A), and in computing the
full funding limitation, any adjustment under the preceding sentence shall not be taken into account for
any year before the year for which such adjustment first takes effect.
(m) Special rulesfor simpleretirement accounts

(1) Ingeneral

Employer contributionsto asimpleretirement account shall betreated asif they are madeto aplan

subject to the requirements of this section.

(2) Timing

(A) Deduction

Contributionsdescribedin paragraph (1) shall be deductiblein thetaxableyear of the employer
with or within which the calendar year for which the contributions were made ends.

(B) Contributions after end of year

For purposes of this subsection, contributions shall be treated as made for a taxable year if

they are made on account of the taxable year and are made not later than the time prescribed
by law for filing the return for the taxable year (including extensions thereof).

(n) Elective deferralsnot taken into account for purposes of deduction limits
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Elective deferrals (as defined in section 402 (g)(3)) shall not be subject to any limitation contained
in paragraph (3), (7), or (9) of subsection (a) or paragraph (1)(C) of subsection (h) and such elective
deferrals shall not be taken into account in applying any such limitation to any other contributions.

(o) Deduction limit for single-employer plans

For purposes of subsection (a)(1)(A)—
(1) Ingeneral
In the case of a defined benefit plan to which subsection (a)(1)(A) applies (other than a

multiemployer plan), the amount determined under this subsection for any taxable year shall be
equal to the greater of—

(A) the sum of the amounts determined under paragraph (2) with respect to each plan year
ending with or within the taxable year, or

(B) the sum of the minimum required contributions under section 430 for such plan years.
(2) Determination of amount
(A) Ingeneral
The amount determined under this paragraph for any plan year shall be equal to the excess
(if any) of —
(i) thesum of—

(1) thefunding target for the plan year,

(I1) thetarget normal cost for the plan year, and

(I'11) the cushion amount for the plan year, over

(ii) the value (determined under section 430(g)(3)) of the assets of the plan which are
held by the plan as of the valuation date for the plan year.

(B) Special rulefor certain employers
If section 430 (i) does not apply to a plan for a plan year, the amount determined under
subparagraph (A)(i) for the plan year shall in no event be less than the sum of —
(i) the funding target for the plan year (determined as if section 430 (i) applied to the
plan), plus
(ii) thetarget normal cost for the plan year (as so determined).
(3) Cushion amount
For purposes of paragraph (2)(A)(i)(111)—
(A) Ingeneral
The cushion amount for any plan year is the sum of—
(i) 50 percent of the funding target for the plan year, and

(ii) the amount by which the funding target for the plan year would increase if the plan
were to take into account—

(1) increasesin compensation which are expected to occur in succeeding plan years,
or

(1) if the plan does not base benefits for service to date on compensation, increases
in benefits which are expected to occur in succeeding plan years (determined on the
basis of the average annual increase in benefits over the 6 immediately preceding

plan years).
(B) Limitations
(i) Ingeneral

In making the computation under subparagraph (A)(ii), the plan’s actuary shall assume
that the limitations under subsection (1) and section 415 (b) shall apply.
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(if) Expected increases

In the case of a plan year during which a plan is covered under section 4021 of
the Employee Retirement Income Security Act of 1974, the plan’s actuary may,
notwithstanding subsection (1), take into account increases in the limitations which are
expected to occur in succeeding plan years.

(4) Special rulesfor planswith 100 or fewer participants
(A) Ingeneral

For purposes of determining the amount under paragraph (3) for any plan year, in the case of a
plan which has 100 or fewer participants for the plan year, the liability of the plan attributable
to benefit increasesfor highly compensated employees (as defined in section 414 (q)) resulting
from a plan amendment which is made or becomes effective, whichever is later, within the
last 2 years shall not be taken into account in determining the target liability.

(B) Rulefor determining number of participants

For purposes of determining the number of plan participants, all defined benefit plans
maintained by the same employer (or any member of such employer’scontrolled group (within
the meaning of section 412 (d)(3)) shall be treated as one plan, but only participants of such
member or employer shall be taken into account.

(5) Special rulefor terminating plans

In the case of a plan which, subject to section 4041 of the Employee Retirement Income Security
Act of 1974, terminates during the plan year, the amount determined under paragraph (2) shall in
no event be less than the amount required to make the plan sufficient for benefit liabilities (within
the meaning of section 4041(d) of such Act).

(6) Actuarial assumptions

Any computation under this subsection for any plan year shall use the same actuarial assumptions
which are used for the plan year under section 430.

(7) Definitions

Any term used in this subsection which is also used in section 430 shall have the same meaning
given such term by section 430.

Footnotes

1 See Referencesin Text note below.

(Aug. 16, 1954, ch. 736, 68A Stat. 138; Pub. L. 85-866, title |, § 24, Sept. 2, 1958, 72 Stat. 1623; Pub.

L. 87-792, §3, Oct. 10, 1962, 76 Stat. 819; Pub. L. 87-863, § 2(b), Oct. 23, 1962, 76 Stat. 1141; Pub. L.
89-809, title 11, § 204(a), (b)(2), (3), Nov. 13, 1966, 80 Stat. 1577; Pub. L. 91-172, title I11, § 321(b)(3),
Dec. 30, 1969, 83 Stat. 591; Pub. L. 93406, title 11, §§ 1013(c), 1016 (8)(3), 2001 (a), (9)(2)(E), (F),
2004 (b), (c)(1), 2007 (a), (b), title IV, § 4401(a), formerly § 4081(a), Sept. 2, 1974, 88 Stat. 921, 929,
952, 957, 986, 993, 994, 1033, renumbered § 4401(a), Pub. L. 96-364, title |, § 108(a), Sept. 26, 1980, 94
Stat. 1267; Pub. L. 94-267, § 1(c)(3), Apr. 15, 1976, 90 Stat. 367; Pub. L. 94-455, title XV, § 1502(a)(2),
title XIX, §8 1901(a)(59), 1906 (b)(13)(A), Oct. 4, 1976, 90 Stat. 1737, 1774, 1834; Pub. L. 95-600, title
|, 88 133(a), (b), 141 (f)(9), 152 (f), Nov. 6, 1978, 92 Stat. 2783, 2795, 2799; Pub. L. 96222, title|, §
101(2)(10)(E), ()(ii), Apr. 1, 1980, 94 Stat. 202, 204; Pub. L. 96-364, title 11, § 205, Sept. 26, 1980, 94
Stat. 1287; Pub. L. 97-34, title |11, §8 312(a), 331 (b), 333 (a), Aug. 13, 1981, 95 Stat. 283, 293, 296;
Pub. L. 97-248, title 11, 88 235(f), 237 (€)(2), 238 (a), 253 (b), Sept. 3, 1982, 96 Stat. 507, 512, 533;

Pub. L. 98-369, div. A, title IV, § 474(r)(14), title V/, §8 512(a), 542 (a), title VII, § 713(b)(3), (d)(4)(A),
(5), (6), (9), July 18, 1984, 98 Stat. 842, 862, 890, 957, 958; Pub. L. 99-272, title X1, § 11011(c)(1), (2),
Apr. 7, 1986, 100 Stat. 257, 258; Pub. L. 99-514, title X1, §8 1106(d)(2), 1108 (c), 1112 (d)(2), 1131

(a), (b), 1136 (b), 1171 (b)(6), 1173 (a), title XVI11, §§ 1848(c), 1851 (b)(2)(A)~(C)(ii), 1854(b)(2)~(5),
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1875(c)(7), Oct. 22, 1986, 100 Stat. 2424, 2433, 2445, 2476, 2477, 2486, 2513, 2515, 2857, 2863, 2878,
2895; Pub. L. 100-203, title IX, § 9307(c), (d), title X, § 10201(b)(2), (3), Dec. 22, 1987, 101 Stat.
1330-357, 1330-387; Pub. L. 100-647, title |, §8 1011(d)(1), (4), (f)(6), 1011A (€)(4), 1011B (h)(3), (6),
1018 (t)(4)(A), (5), title 11, § 2005(b), Nov. 10, 1988, 102 Stat. 3459, 3463, 3478, 3491, 3492, 3588, 3589,
3610; Pub. L. 101239, title V11, §§ 7302(a), 7841 (b)(1), Dec. 19, 1989, 103 Stat. 2351, 2428; Pub. L.
101-508, title X1, § 11812(b)(7), Nov. 5, 1990, 104 Stat. 1388-535; Pub. L. 102-318, title V, § 522(a)(2),
July 3, 1992, 106 Stat. 314; Pub. L. 103-66, title XI11, § 13212(c)(1), Aug. 10, 1993, 107 Stat. 472; Pub.
L. 103465, title V11, § 751(a)(11), Dec. 8, 1994, 108 Stat. 5022; Pub. L. 104-188, title I, §§ 1316(d)(1),
(2), 1421 (b)(2), 1431 (b)(3), 1461 (b), 1704 (q)(1), (t)(76), Aug. 20, 1996, 110 Stat. 1786, 1795, 1803,
1823, 1887, 1891; Pub. L. 105-34, title XV, § 1530(c)(2), title X V1, § 1601(d)(2)(C), Aug. 5, 1997, 111
Stat. 1078, 1088; Pub. L. 105-206, title VI, § 6015(d), title V11, § 7001(a), July 22, 1998, 112 Stat. 821,
827; Pub. L. 107-16, title VI, 88 611(c)(1), 614 (a), 616 (8)~(b)(2)(A), 632(a)(3)(B), 652(a), 662(a), (b),
June 7, 2001, 115 Stat. 97, 102, 103, 114, 129, 142; Pub. L. 107-147, title IV, § 411(1)(1), (2), (4), (9),
(W), Mar. 9, 2002, 116 Stat. 47, 51, 52; Pub. L. 108-218, title I, § 101(b)(5), Apr. 10, 2004, 118 Stat. 598;
Pub. L. 109280, title V111, §8 801(a)—(c)(3), (d), 802(a), 803(a), (b), Aug. 17, 2006, 120 Stat. 992-996;
Pub. L. 110-245, title 1, § 104(c)(1), June 17, 2008, 122 Stat. 1627; Pub. L. 110458, title |, § 108(a)—(c),
Dec. 23, 2008, 122 Stat. 5108.)

Inflation Adjusted Items for Certain Years

For inflation adjustment of certain items in this section, see Internal Revenue Notices listed in atable under section
401 of thistitle.

References in Text

The Social Security Act, referred to in subsec. (a)(1)(C), isact Aug. 14, 1935, ch. 531, 49 Stat. 620, as amended. Title
Il of the Social Security Act is classified generally to subchapter I1 (8401 et seq.) of Title 42, The Public Health and
Welfare. For complete classification of this Act to the Code, see section 1305 of Title 42 and Tables.

Section 401 (a)(17), referred to in subsec. (a)(2), was repealed by Pub. L. 97-248, title |1, § 237(b), Sept. 3, 1982, 96
Stat. 511. A new section 401 (a)(17) wasadded by Pub. L. 99-514, title X1, § 1106(d)(1), Oct. 22, 1986, 100 Stat. 2423.

The date of the enactment of the Tax Reform Act of 1986, referred toin subsec. (a)(3)(A)(v)(I1), isthedate of enactment
of Pub. L. 99-514, which was approved Oct. 22, 1986.

The Employee Retirement Income Security Act of 1974, referred toin subsecs. (a)(1)(D)(iv), (7)(C)(iv), (9)(2), (3)(B),
(©), (4), and (0)(3)(B)(ii), (5), isPub. L. 93406, Sept. 2, 1974, 88 Stat. 829, asamended, whichisclassified principally
to chapter 18 (8§ 1001 et seq.) of Title 29, Labor. Part 1 of subtitle E of title IV of the Employee Retirement Income
Security Act of 1974 is classified generally to part 1 (8§ 1381 et seq.) of subtitle E of subchapter |11 of chapter 18 of
Title 29. Sections 4021, 4022, 4041, 4062, 4063, and 4064 of the Employee Retirement Income Security Act of 1974
areclassified to sections 1321, 1322, 1341, 1362, 1363, and 1364, respectively, of Title 29. For complete classification
of this Act to the Code, see Short Title note set out under section 1001 of Title 29 and Tables.

The date of the enactment of the Retirement Protection Act of 1994, referred to in subsec. (g)(4), isthe date of enactment
of subtitle F (88 750-781) of title VII of Pub. L. 103465, which was approved Dec. 8, 1994.

Amendments
2008—Subsec. (8)(1)(D)(i). Pub. L. 110-458, § 108(b), substituted “431(c)(6)(D)” for “431(c)(6)(C)”.
Subsec. (a)(2). Pub. L. 110-245 substituted “(31), and (37)” for “and (31)".

Subsec. (8)(7)(A). Pub. L. 110458, § 108(a)(2), in concluding provisions, substituted “the excess (if any) of theplan’s
funding target (as defined in section 430 (d)(1)) over the value of the plan’s assets (as determined under section 430
(9)(3))” for “the plan’ sfunding shortfall determined under section 430" in last sentence and struck out second sentence
which read as follows: “For purposes of clause (ii), if paragraph (1)(D) applies to a defined benefit plan for any plan
year, the amount necessary to satisfy the minimum funding standard provided by section 412 with respect to such plan
for such plan year shall not be less than the unfunded current liability of such plan under section 412 (1).”

Subsec. (8)(7)(C)(iii). Pub. L. 110-458, § 108(c), amended cl. (iii) generally. Prior to amendment, text read asfollows:
“In the case of employer contributions to 1 or more defined contribution plans, this paragraph shall only apply to the
extent that such contributions exceed 6 percent of the compensation otherwise paid or accrued during the taxable year
to the beneficiaries under such plans. For purposes of this clause, amounts carried over from preceding taxable years
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under subparagraph (B) shall be treated as employer contributions to 1 or more defined contributions to the extent
attributable to employer contributions to such plansin such preceding taxable years.”

Subsec. (0)(2)(A)(ii). Pub. L. 110-458, § 108(a)(1)(A), substituted “430(g)(3)” for “430(g)(2)".
Subsec. (0)(4)(B). Pub. L. 110-458, § 108(a)(1)(B), substituted “412(d)(3)" for “412(f)(4)".

2006—Subsec. (a)(1)(A). Pub. L. 109-280, §801(a)(1), (c)(1), inserted “in the case of a defined benefit plan other
than a multiemployer plan, in an amount determined under subsection (0), and in the case of any other plan” after
“section 501 (a),” in introductory provisions and substituted “431" for “412” in two places in concluding provisions.

Subsec. (8)(1)(B). Pub. L. 109-280, § 801(c)(2), inintroductory provisions, substituted “ In the case of amultiemployer
plan” for “Inthe case of aplan”, “431(c)(6)" for “412(c)(7)", “431(c)(6)(A)(ii)" for “412(c)(7)(B)", “431(c)(6)(A) ()"
for “412(c)(7)(A)", and “431” for “412”, and, in cl. (i), substituted “431(c)(6)" for “412(c)(7)".

Subsec. (a)(1)(D). Pub. L. 109-280, §802(a), amended heading and text of subpar. (D) generaly, substituting
provisionsrelating to maximum amount deductible in the case of a defined benefit plan which isamultiemployer plan

for provisions relating to maximum amount deductible in the case of any defined benefit plan and stating rule for plans
with 100 or less participants, rule for determining number of participants, and rule for terminating plans.

Subsec. (8)(1)(D)(i). Pub. L. 109-280, § 801(d)(1), substituted “ section 412 (I)(8)(A), except that section 412 (1)(8)(A)
shall be applied for purposes of this clause by substituting * 150 percent (140 percent in the case of a multiemployer
plan) of current liability’ for ‘the current liability’ in clause (i).” for “section 412 (1)”.

Subsec. (8)(1)(F). Pub. L. 109-280, § 801(d)(2), struck out heading and text of subpar. (F). Text read asfollows: “An
employer may elect to disregard subsections (b)(5)(B)(ii)(11) and (1)(7)(C)(i)(IV) of section 412 solely for purposes of
determining theinterest rate used in cal cul ating the maximum amount of the deduction allowable under thisparagraph.”

Subsec. (a)(7)(A). Pub. L. 109-280, § 801(c)(3)(A), inserted at end “In the case of a defined benefit plan which isa
single employer plan, the amount necessary to satisfy the minimum funding standard provided by section 412 shall
not be less than the plan’ s funding shortfall determined under section 430.”

Subsec. (8)(7)(C)(iii). Pub. L. 109-280, § 803(a), added dl. (iii).
Subsec. (8)(7)(C)(iv). Pub. L. 109-280, § 801(h), added cl. (iv).
Subsec. (8)(7)(C)(v). Pub. L. 109280, § 803(b), added dl. (v).

Subsec. (a)(7)(D). Pub. L. 109-280, §801(c)(3)(B), added subpar. (D) and struck out heading and text of former
subpar. (D). Former text read as follows: “For purposes of this paragraph, any plan described in section 412 (i) shall
be treated as a defined benefit plan.”

Subsec. (0). Pub. L. 109-280, § 801(a)(2), added subsec. (0).
2004—Subsec. (a)(1)(F). Pub. L. 108-218 added subpar. (F).

2002—Subsec. (a)(1)(D)(iv). Pub. L. 107-147, § 411(s), substituted “ Special rule for terminating plans’ for “Plans
maintained by professional service employers’ in heading.

Subsec. (8)(7)(C). Pub. L. 107-147, 8 411(1)(4), reenacted heading without change and amended text generally. Prior to
amendment, text read asfollows: “ This paragraph shall not havethe effect of reducing the amount otherwise deductible
under paragraphs (1), (2), and (3), if no employee is a beneficiary under more than 1 trust or under a trust and an
annuity plan.”

Subsec. (8)(12). Pub. L. 107-147, § 411(1)(2), substituted “(9) and subsection (h)(1)(C),” for “(9),".

Subsec. (k)(1). Pub. L. 107-147, § 411(w)(1)(A), struck out “during the taxable year” after “such corporation”.
Subsec. (k)(2)(B). Pub. L. 107-147, § 411(w)(1)(B), substituted “(A)(iv)” for “(A)(iii)".

Subsec. (k)(4)(B), (C). Pub. L. 107-147, § 411(w)(1)(C), (D), substituted “clause (iv)” for “clause (iii)" in subpar. (B),
added a new subpar. (B), and redesignated former subpar. (B) as (C).

Subsec. (k)(7). Pub. L. 107-147, § 411(w)(2), added par. (7).

Subsec. (n). Pub. L. 107147, §411(1)(2), substituted “subsection (a) or paragraph (1)(C) of subsection (h)” for
“subsection (a),” .

2001—Subsec. (a)(1)(A). Pub. L. 107-16, §616(a)(2)(B)(i), inserted “(other than a trust to which paragraph (3)
applies)” after “pension trust” in introductory provisions.

Subsec. (a)(1)(D). Pub. L. 107-16, § 652(a), reenacted heading without change and amended text generally. Prior to
amendment, text read asfollows: “In the case of any defined benefit plan (other than amultiemployer plan) which has
more than 100 participantsfor the plan year, except as provided in regul ations, the maximum amount deductible under
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the limitations of this paragraph shall not be less than the unfunded current liability determined under section 412 (1).
For purposes of determining whether aplan has more than 100 participants, all defined benefit plans maintained by the
same employer (or any member of such employer’s controlled group (within the meaning of section 412 (1)(8)(C)))
shall be treated as 1 plan, but only employees of such member or employer shall be taken into account.”

Subsec. (8)(3)(A)(i)(1). Pub. L. 107-16, § 616(a)(1)(A), substituted “25 percent” for “15 percent”.

Subsec. (8)(3)(A)(v). Pub. L. 107-16, 8616(a)(2)(A), amended cl. (v) generally, substituting present provisions for
provisions which directed that the limitation of cl. (i) for any taxable year would be increased by the unused pre-87
limitation carryforwards and defined “unused pre-87 limitation carryforwards”.

Subsec. (a)(3)(B). Pub. L. 107-16, §616(b)(2)(A), struck out at end “The term ‘compensation otherwise paid or
accrued during the taxable year to al employees' shall include any amount with respect to which an election
under section 415 (c)(3)(C) isin effect, but only to the extent that any contribution with respect to such amount is
nonforfeitable.”

Subsec. (a)(10)(B). Pub. L. 107-16, § 632(8)(3)(B), struck out “, the exclusion allowance under section 403 (b)(2),”
after “deferrals under section 402 (g)”.

Subsec. (a)(12). Pub. L. 107-16, § 616(b)(1), added par. (12).
Subsec. (h)(2)(C). Pub. L. 107-16, § 616(a)(1)(B), substituted “25 percent” for “15 percent” in two places.

Subsec. (h)(2). Pub. L. 107-16, § 616(a)(2)(B)(ii), (iii), substituted “ certain trusts’ for “stock bonus and profit-sharing
trust” in heading and “trust subject to subsection (a)(3)(A)” for “stock bonus or profit-sharing trust” in text.

Subsec. (K)(2)(A)(iii), (iv). Pub. L. 107-16, § 662(a), added cl. (iii) and redesignated former cl. (iii) as (iv).
Subsec. (k)(5)(A). Pub. L. 107-16, § 662(b), inserted “avoidance or” before “evasion”.

Subsec. (1). Pub. L. 107-16, § 611(c)(1), substituted “$200,000” for “$150,000” in two places.

Subsec. (n). Pub. L. 107-16, § 614(&), added subsec. (n).

1998—Subsec. (a)(9)(C), (D). Pub. L. 105-206, § 6015(d), redesignated subpar. (C), relating to qualified gratuitous
transfers, as (D) and inserted heading.

Subsec. (a)(11). Pub. L. 105-206, § 7001(a), added par. (11).

1997—Subsec. (a)(3)(A)(i). Pub. L. 105-34, §1601(d)(2)(C)(i), substituted “not in excess of the greater of—" and
subcls. (1) and (I1) for “not in excess of 15 percent of the compensation otherwise paid or accrued during the taxable
year to the beneficiaries under the stock bonus or profit-sharing plan.”

Subsec. (8)(3)(A)(ii). Pub. L. 105-34, 8 1601(d)(2)(C)(ii), substituted “the amount described in subclause (1) or (1)
of clause (i), whichever is greater, with respect to such taxable year.” for “15 percent of the compensation otherwise
paid or accrued during such taxable year to the beneficiaries under the plan.”

Subsec. (8)(9)(C). Pub. L. 105-34, § 1530(c)(2), added subpar. (C) relating to qualified gratuitous transfers.
1996—Subsec. (a)(2). Pub. L. 104-188, § 1704(t)(76), struck out “(18),” after “(17),".

Subsec. (8)(9)(C). Pub. L. 104-188, § 1316(d)(1), added subpar. (C) relating to S corporations.

Subsec. (8)(10). Pub. L. 104-188, § 1461(b), added par. (10).

Subsec. (j)(1). Pub. L. 104188, § 1704(q)(1), substituted “(9)” for “(10)” in introductory provisions.
Subsec. (k)(1). Pub. L. 104188, § 1316(d)(2), substituted “a C corporation” for “a corporation”.

Subsec. (I). Pub. L. 104-188, § 1431(b)(3), struck out at end “In determining the compensation of an employee, the
rulesof section 414 (g)(6) shall apply, except that in applying such rules, theterm ‘family’ shall include only the spouse
of the employee and any lineal descendants of the employee who have not attained age 19 before the close of the year.”

Subsec. (m). Pub. L. 104-188, § 1421(b)(2), added subsec. (m).

1994—Subsec. (g)(4). Pub. L. 103-465 substituted “the Retirement Protection Act of 1994” for “the Single-Employer
Pension Plan Amendments Act of 1986".

1993—Subsec. (I). Pub. L. 103-66 substituted “$150,000” for “$200,000" in first sentence and “The Secretary shall
adjust the $150,000 amount at the sametime, and by the same amount, asany adjustment under section 401 (a)(17)(B).”
for “The Secretary shall adjust the $200,000 amount at the same time and in the same manner asunder section 415 (d).”

1992—Subsec. (a)(2). Pub. L. 102-318 substituted “(27), and (31)” for “and (27)".
1990—Subsec. (8)(1)(C). Pub. L. 101-508 substituted “section 168 (i)(10)(C)” for “section 167 (I)(3)(A)(iii)".
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1989—Subsec. (g)(1). Pub. L. 101-239, § 7841(b)(1), inserted “4041(b),” after “ under section’”.

Subsec. (k). Pub. L. 101-239, § 7302(a), amended subsec. (k) generally, substituting “Deduction for dividends paid
on certain employer securities” for “Dividends paid deductions’ in heading and pars. (1) to (6) for former pars. (1)
and (2) and concluding provisions.

1988—Subsec. (8)(1)(D). Pub. L. 100-647, § 2005(b)(3), struck out “(without regard to any reduction by the credit
balance in the funding standard account)” after “under section 412 (1)".

Pub. L. 100-647, §2005(b)(1), substituted “For purposes of determining whether a plan has more than 100
participants’ for “For purposes of this subparagraph”.

Subsec. (8)(7)(A). Pub. L. 100-647, § 2005(b)(2), inserted at end “For purposes of clause (ii), if paragraph (1)(D)
applies to a defined benefit plan for any plan year, the amount necessary to satisfy the minimum funding standard
provided by section 412 with respect to such plan for such plan year shall not be less than the unfunded current liability
of such plan under section 412 (1).”

Pub. L. 100-647, § 1011A(e)(4)(A), in introductory provisions, substituted “foregoing paragraphs’ for “foregoing
provisions’ and inserted “or in connection with trusts or plansdescribed in 2 or more of such paragraphs’ after “ defined
benefit plans”.

Subsec. (a)(8)(D). Pub. L. 100-647, § 1018(t)(5), made technical correction to Pub. L. 99-514, § 1875(c)(7)(B), see
1986 Amendment note below.

Subsec. (h)(1)(C). Pub. L. 100-647, § 1011(f)(6), inserted “(or during the taxable year in the case of a taxable year
described in subparagraph (A)(ii))" after “within the taxable year”.

Subsec. (h)(3). Pub. L. 100-647, § 1011A(€)(4)(B), substituted “Coordination with subsection (8)(7)” for “Effect on
limit on deductions’ in heading and amended text generally. Prior to amendment, text read asfollows: “For any taxable
year for which the employer has a deduction under paragraph (1), the otherwise applicable 25 percent limitations
in subsection (a)(7) shall be reduced by the amount of the allowable deductions under paragraph (1) with respect to
participantsin the stock bonus or profit-sharing trust.”

Subsec. (K). Pub. L. 100647, § 1011B(h)(3)(A), inserted “ (whether or not allocated to participants)” after “to employer
securities” in par. (2)(C).

Pub. L. 100-647, § 1011B(h)(6), substituted “or as engaging in a prohibited transaction for purposes of section 4975
(d)(3) merely by reason of any distribution or payment” for “merely by reason of any distribution” in third sentence.

Pub. L. 100-647, § 1018(t)(4)(A), substituted “evasion of taxation” for “avoidance of taxation” in fourth sentence.

Pub. L. 100-647, § 1011B(h)(3)(B), inserted at end “Paragraph (2)(C) shall not apply to dividends from employer
securities which are allocated to any participant unless the plan provides that employer securities with a fair market
value not less than the amount of such dividends are allocated to such participant for the year which (but for paragraph
(2)(C)) such dividends would have been allocated to such participant.”

Subsec. (I). Pub. L. 100647, § 1011(d)(4), inserted at end “In determining the compensation of an employee, therules
of section 414 (q)(6) shall apply, except that in applying such rules, the term ‘family’ shall include only the spouse of
the employee and any lineal descendants of the employee who have not attained age 19 before the close of the year.”

Pub. L. 100-647, §1011(d)(1), inserted at end “For purposes of clause (i), (ii), or (iii) of subsection (a)(1)(A), and in
computing the full funding limitation, any adjustment under the preceding sentence shall not be taken into account for
any year before the year for which such adjustment first takes effect.”

1987—Subsec. (a)(1)(A)(iii). Pub. L. 100-203, §9307(d), inserted “the unfunded costs attributable to” after “to
amortize”.

Subsec. (8)(1)(D), (E). Pub. L. 100-203, § 9307(c), added subpar. (D) and redesignated former subpar. (D) as (E).

Subsec. (8)(5). Pub. L. 100-203, § 10201(b)(3), inserted at end “For purposes of this section, any vacation pay which
is treated as deferred compensation shall be deductible for the taxable year of the employer in which paid to the
employee.”

Subsec. (b)(2)(B). Pub. L. 100-203, § 10201(b)(2), substituted “Exception” for “Exception for certain benefits’ in
heading and amended text generally. Prior to amendment, text read asfollows: “ Subparagraph (A) shall not apply to—

“(i) any benefit provided through a welfare benefit fund (as defined in section 419 (e)), or
“(ii) any benefit with respect to which an election under section 463 applies.”

1986—Subsec. (@). Pub. L. 99-514, §1851(b)(2)(C)(i), substituted “this chapter; but, if they would otherwise be
deductible” for “section 162 (relating to trade or business expenses) or section 212 (relating to expenses for the
production of income); but, if they satisfy the conditions of either of such sections”.
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Subsec. (a)(2). Pub. L. 99-514, § 1136(b), substituted *(26), and (27)” for “and (26)”.
Pub. L. 99-514, § 1112(d)(2), substituted “(22), and (26)” for “and (22)".

Subsec. (a)(3)(A). Pub. L. 99-514, § 1131(a), amended subpar. (A) generaly, revising and restating as cls. (i) to (v)
provisions formerly contained in single paragraph.

Subsec. (8)(7). Pub. L. 99-514, § 1131(b), amended par. (7) generally, revising and restating as subpars. (A) to (C)
provisions formerly contained in single paragraph, and adding subpar. (D).

Subsec. (8)(8)(C). Pub. L. 99-514, § 1875(c)(7)(A), inserted “ (determined without regard to the deductions allowed
by this section)”.

Subsec. (a)(8)(D). Pub. L. 99-514, §1875(c)(7)(B), as amended by Pub. L. 100647, §1018(t)(5), struck out
“(determined without regard to the deductions allowed by this section)” after “earned income of such individual”.

Pub. L. 99-514, §1848(c), substituted “the deduction allowed by this section” for “the deductions alowed by this
section and section 405 (c)”.

Subsec. (b). Pub. L. 99-514, § 1851(b)(2)(B)(i), substituted “certain” for “unfunded” in heading.

Subsec. (b)(2). Pub. L. 99-514, § 1851(b)(2)(A), (B)(ii), substituted “ certain” for “unfunded” in heading, and in subpar.
(B)(ii), substituted “any benefit” for “to any benefit”.

Subsec. (d). Pub. L. 99-514, § 1851(b)(2)(C)(ii), substituted “under this chapter” for “under section 162 or 212" in
pars. (1) and (2).

Subsec. (g)(3). Pub. L. 99-272, §11011(c)(1), amended par. (3) generally. Prior to the amendment, par. (3),
coordination with subsection (a), read as follows:. “Any payment described in paragraph (1) shall (subject to the last
sentence of subsection (a)(1)(A)) be deductible under this section when paid.”

Subsec. (g)(4). Pub. L. 99-272, § 11011(c)(2), added par. (4).

Subsec. (h)(1)(A), (B). Pub. L. 99-514, §1108(c), amended subpars. (A) and (B) generally. Prior to amendment,
subpars. (A) and (B) read asfollows:

“(A) Contributions madefor acalendar year are deductible for the taxable year with which or within which the calendar
year ends.

“(B) Contributions made within 31/2 months after the close of a calendar year are treated asif they were made on the
last day of such calendar year if they are made on account of such calendar year.”

Subsec. (i). Pub. L. 99-514, § 1171(b)(6), struck out subsec. (i) relating to the deductibility of unused portions of
employee stock ownership credit.

Subsec. (k). Pub. L. 99-514, § 1854(b)(2)(B), struck out “during the taxable year” after “cash by such corporation”
in introductory provisions.

Pub. L. 99-514, §1854(b)(4), inserted “The Secretary may disallow the deduction under this subsection for any
dividend if the Secretary determines that such dividend constitutes, in substance, an avoidance of taxation.”

Pub. L. 99-514, §1854(b)(3), inserted “A plan to which this subsection applies shall not be treated as violating the
requirements of section 401, 409, or 4975 (€)(7) merely by reason of any distribution described in paragraph (2).”

Pub. L. 99-514, §1854(b)(2)(A), inserted “Any deduction under subparagraph (A) or (B) of paragraph (2) shal be
alowed in the taxable year of the corporation in which the dividend is paid or distributed to the participant under
paragraph (2)."

Pub. L. 99-514, §1173(a)(2), inserted “ Any deduction under paragraph (2)(C) shall be allowable in the taxable year
of the corporation in which the dividend is used to repay the loan described in such paragraph.”

Subsec. (K)(2)(A), (B). Pub. L. 99-514, § 1854(b)(5), inserted * or their beneficiaries’.
Subsec. (k)(2)(C). Pub. L. 99-514, § 1173(a)(1), added subpar. (C).
Subsec. (1). Pub. L. 99-514, § 1106(d)(2), added subsec. (1).

1984—Subsec. (8)(8)(D). Pub. L. 98-369, § 713(d)(6), inserted “ (determined without regard to the deductions allowed
by this section and section 405 (c))”.

Subsec. (8)(9), (10). Pub. L. 98-369, § 713(d)(4)(A), struck out par. (9) relating to plans benefiting self-employed
individuals and redesignated par. (10) as (9).
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Subsec. (b). Pub. L. 98-369, § 512(a), amended subsec. (b) generally, inserting heading, redesignating former heading
as par. (1) heading, designating existing provisions as par. (1), and in par. (1) as so designated, inserted “(including a
plan described in paragraph (2))” after “compensation” and adding par. (2).

Subsec. (€). Pub. L. 98-369, § 713(d)(9), substituted “under paragraph (1), (2), or (3) of subsection (a)” for “under
this section”.

Subsec. (f). Pub. L. 98-369, § 713(b)(3), repealed subsec. (f) which related to certain |oan repayments considered as
contributions.

Subsec. (h)(4). Pub. L. 98-369, § 713(d)(5), repealed par. (4) which related to effect on self-employed individuals or
sharehol der-employees.

Subsec. (i). Pub. L. 98-369, § 474(r)(14), in par. (1), substituted “If any portion of the employee stock ownership
credit determined under section 41 for any taxable year has not, after the application of section 38 (c), been allowed
under section 38 for any taxable year, such portion shall be allowed as a deduction (without regard to any limitations
provided under this section) for the last taxable year to which such portion could have been allowed as a credit under
section 39” for “There shall be allowed as a deduction (without regard to any limitations provided under this section)
for the last taxable year to which an unused employee stock ownership credit carryover (within the meaning of section
44G (b)(2)(A)) may be carried, an amount equal to the portion of such unused credit carryover which expires at the
close of such taxable year”, and in par. (2), substituted references to section 41 and 41 (c)(3) for references to section
44G and 44G (c)(3), respectively.

Subsec. (k). Pub. L. 98-369, § 542(a), added subsec. (k).

1982—Subsec. (a)(2). Pub. L. 97248, § 237(€)(2), substituted “(8), (9)” for “(8)”, and “401(a)(10) and of section 401
(d)” for “401(8)(9), (10), (17), and (18) and of section 401 (d) (other than paragraph (1))”.

Subsec. (a)(3)(B). Pub. L. 97-248, § 253(b), inserted provision that “compensation otherwise paid or accrued during
the taxable year to all employees’ shall include any amount with respect to which an election under section 415
(©)(3)(C) isin effect, but only to the extent that any contribution with respect to such amount is nonforfeitable.

Subsec. (€). Pub. L. 97-248, § 238(a), amended subsec. (€) generally, substituting provisions relating to contributions
dlocable to life insurance protection for self-employed individuals, for provisions relating to general requirements,
contributions made under more than one plan, contributions allocable to insurance protection, and limitations of not
lower than $750 or 100 percent of earned income with respect to special limitations for self-employed individuals.

Subsec. (j). Pub. L. 97248, § 235(f), added subsec. (j).

1981—Subsec. (a)(10). Pub. L. 97-34, § 333(a), added par. (10).

Subsec. (e). Pub. L. 97-34, § 312(a), substituted in pars. (1) and (2)(A) “$15,000" for “$7,500".
Subsec. (i). Pub. L. 97-34, § 331(b), added subsec. (i).

1980—Subsec. (g). Pub. L. 96-364 redesignated existing provisions as par. (1), inserted applicability to part 1 of
subtitle E of title IV of Employee Retirement Income Security Act of 1974, and added pars. (2) and (3).

Subsec. (h). Pub. L. 96222 inserted “or shareholder employees’ after “individuals’ in heading, and in par. (4) “or
described in section 1379 (b)(1)” after “ of subsection (€)” and “or a shareholder-employee (as defined in section 1379
(d))” after “section 401 (c)(1)” and substituted in pars. (2) to (4) “paragraph (1)” for “subparagraph (1)”.

1978—Subsec. (8)(2). Pub. L. 95-600, § 141(f)(9), substituted “(20), and (22)” for “and (20)".

Subsec. (b). Pub. L. 95-600, § 133(b), substituted “other plan” for “similar plan”.

Subsec. (d). Pub. L. 95-600, § 133(&), added subsec. (d).

Subsec. (h). Pub. L. 95-600, § 152(f), added subsec. (h).

1976—Subsecs. (a)(1)(B), (8)(C). Pub. L. 94-455, § 1906(b)(13)(A), struck out “or his delegate” after “ Secretary”.
Subsec. (a)(2). Pub. L. 94-267 substituted “(19), and (20)" for “and (19)".

Subsec. (d). Pub. L. 94-455, § 1901(a)(59), struck out subsec. (d) which related to the taxability of the beneficiary
under certain forfeitable contracts purchased by exempt organizations.

Subsecs. (€)(2)(B), (3). Pub. L. 94455, § 1906(b)(13)(A), struck out “or his delegate” after “ Secretary”.
Subsec. (e)(4). Pub. L. 94455, 8 1502(a)(2), inserted provisions following subpar. (B).

1974—Subsec. (a)(1). Pub. L. 93-406, § 1013(c)(1), expanded subpars. (A), (B), and (C) to accommodate theincreased
minimum funding standards required by section 412.
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Subsec. (8)(2). Pub. L. 93406, 88 1016(a)(3), 2001 (g)(2)(E), 2004 (c)(1), inserted references to the requirements of
section 401 (a)(11), (12), (13), (14), (15), (16), (17), (18), and (19), and, if applicable, the requirements of section
401 (8)(17) and (18).

Subsec. (8)(3)(A). Pub. L. 93406, § 2004(b), inserted “, but the amount so deductible under this sentence in any one
succeeding taxable year together with the amount so deductible under the first sentence of this subparagraph shall not
exceed 25 percent of the compensation otherwise paid or accrued during such taxable year to the beneficiaries under
the plan” after “If in any taxable year thereis paid into the trust, or asimilar trust then in effect, amounts less than the
amounts deductible under the preceding sentence, the excess, or if no amount is paid, the amounts deductible, shall
be carried forward and be deductible when paid in the succeeding taxable years in order of time, but the amount so
deductible under this sentence in any such succeeding taxable year shall not exceed 15 percent of the compensation
otherwise paid or accrued during such succeeding taxable year to the beneficiaries under the plan”.

Subsec. (8)(6). Pub. L. 93-406, § 1013(c)(2), substituted provisions covering only taxpayers operating on the accrual
basis for provisions covering the time when contributions shall be deemed made.

Subsec. (a)(7). Pub. L. 93406, § 1013(c)(3), inserted reference to the amount of contributions made to or under the
trusts or plansto the extent such contributions do not exceed the amount of employer contributions necessary to satisfy
the minimum funding standards provided by section 412 for the plan year which ends with or within such taxable year
(or for any prior plan year) and substituted “ 25 percent” for “ 30 percent” in provision covering amounts paid into trusts
or under an annuity plan in any taxable year in excess of the amount allowable with respect to such year.

Subsec. (a)(9)(B)(ii). Pub. L. 93406, §2001(g)(2)(F), substituted “the second sentence of paragraph (3)” for
“paragraph (1)(D), the second and third sentences of paragraph (3), and the second sentence of paragraph (7)".

Subsec. (¢). Pub. L. 93-406, § 2008(a), (b), substituted “or pensions” for “and pensions’ in par. (1), substituted “ The
first and third sentences of this subsection” for “This subsection” in provisions covering amounts contributed to atrust
on or after any date on which such trust is qualified for exemption from tax under section 501 (&), inserted provisions
setting out specified treatment to be accorded individualswho before July 1, 1974, were participantsin plans described
in the subsections, and inserted provision that section 277 (relating to deductions incurred by certain membership
organizations in transactions with members) does not apply to any trust described in the subsection.

Subsec. (e)(1). Pub. L. 93-406, § 2001(a)(1), substituted “subject to paragraphs (2) and (4), not exceed $7,500, or 15
percent” for “subject to the provisions of paragraph (2), not exceed $2,500, or 10 percent”.

Subsec. (€)(2)(A). Pub. L. 93-406, § 2001(a)(2), substituted “shall (subject to paragraph (4)) not exceed $7,500, or 15
percent” for “shall not exceed $2,500 or 10 percent”.

Subsec. (€)(4). Pub. L. 93-406, § 2001(a)(3), added par. (4).
Subsec. (g). Pub. L. 93406, § 4081(a), added subsec. (g).

1969—Subsec. (a)(5). Pub. L. 91-172 substituted “If the plan is not one included in paragraph (1), (2), or (3), in
the taxable year in which an amount attributable to the contribution is includible in the gross income of employees
participating in the plan, but, in the case of a plan in which more than one employee participates only if separate
accounts are maintained for each employee” for “In the taxable year when paid, if the plan is not one included
in paragraph (1), (2), or (3), if the employees' rights to or derived from such employer's contribution or such
compensation are nonforfeitable at the time the contribution or compensation is paid”.

1966—Subsec. (a). Pub. L. 89-809, § 204(a), repealed par. (10) which provided for aspecial limitation on the amount
alowed as a deduction for self-employed individuals.

Subsec. (€). Pub. L. 89-809, § 204(b)(2), (3), struck out references to par. (10) of subsec. (a) wherever appearing.

1962—Subsec. (8)(2). Pub. L. 87-863 inserted “, or retirement annuities and medical benefits as described in section
401 (h),” after “purchase of retirement annuities’, and “, or such retirement annuities and medical benefits” after
“such retirement annuities.”

Pub. L. 87792, 8 3(a)(1), substituted “(5), (6), (7), and (8), and, if applicable, the requirements of section 401(a)(9)
and (10) and of section 401(d) (other than paragraph (1)),” for “(5), and (6),”.

Subsecs. (8)(8) to (10). Pub. L. 87-792, 8 3(a)(2), added pars. (8) to (10).
Subsecs. (e), (f). Pub. L. 87-792, § 3(b), added subsecs. (e) and (f).
1958—Subsec. (a). Pub. L. 85-866 substituted “income); but, if” for “income) but if” preceding par. (1).

Effective Date of 2008 Amendment

Amendment by Pub. L. 110-458 effective asif included in the provisions of Pub. L. 109-280 to which the amendment
relates, except as otherwise provided, see section 112 of Pub. L. 110458, set out asanote under section 72 of thistitle.
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Amendment by Pub. L. 110-245 applicable with respect to deaths and disabilities occurring on or after Jan. 1, 2007,
see section 104(d)(1) of Pub. L. 110245, set out as a note under section 401 of thistitle.

Effective Date of 2006 Amendment
Pub. L. 109-280, title V111, § 801(e), Aug. 17, 2006, 120 Stat. 995, provided that:

“(2) In general. —Except as provided in paragraph (2), the amendments made by this section [amending this section
and section 404A of thistitle] shall apply to years beginning after December 31, 2007.

“(2) Specia rules—The amendments made by subsection (d) [amending this section] shall apply to years beginning
after December 31, 2005.”

Pub. L. 109-280, title V111, 8 802(b), Aug. 17, 2006, 120 Stat. 996, provided that: “ The amendment made by subsection
(a) [amending this section] shall apply to years beginning after December 31, 2007.”

Pub. L. 109280, title V111, 8§ 803(d), Aug. 17, 2006, 120 Stat. 996, provided that: “The amendments made by this
section [amending this section and section 4972 of this title] shall apply to contributions for taxable years beginning
after December 31, 2005.”

Effective Date of 2004 Amendment
Pub. L. 108-218, title |, § 101(d), Apr. 10, 2004, 118 Stat. 599, provided that:

“(2) In general.—Except as provided in paragraphs (2) and (3), the amendments made by this section [amending this
section, sections 412 and 415 of this title, and sections 1082 and 1306 of Title 29, Labor] shall apply to plan years
beginning after December 31, 2003.

“(2) Lookback rules—For purposes of applying subsections (d)(9)(B)(ii) and (€)(1) of section 302 of the Employee
Retirement Income Security Act of 1974 [29 U.S.C. 1082 (d)(9)(B)(ii), (€)(1)] and subsections (1)(9)(B)(ii) and (m)(1)
of [former] section 412 of the Internal Revenue Code of 1986 to plan years beginning after December 31, 2003, the
amendments made by this section may be applied as if such amendments had been in effect for al prior plan years.
The Secretary of the Treasury may prescribe simplified assumptions which may be used in applying the amendments
made by this section to such prior plan years.

“(3) Transition rule for section 415 limitation.—In the case of any participant or beneficiary receiving a distribution
after December 31, 2003[,] and before January 1, 2005, the amount payable under any form of benefit subject to
section 417(e)(3) of the Internal Revenue Code of 1986 and subject to adjustment under section 415(b)(2)(B) of such
Code shall not, solely by reason of the amendment made by subsection (b)(4) [amending section 415 of thistitle], be
less than the amount that would have been so payable had the amount payable been determined using the applicable
interest rate in effect as of the last day of the last plan year beginning before January 1, 2004.”

Effective Date of 2002 Amendment

Amendment by Pub. L. 107-147 effective as if included in the provisions of the Economic Growth and Tax Relief
Reconciliation Act of 2001, Pub. L. 107-16, to which such amendment relates, see section 411(x) of Pub. L. 107-147,
set out as a note under section 25B of thistitle.

Effective Date of 2001 Amendment

Amendment by section 611(c)(1) of Pub. L. 107-16 applicable to years beginning after Dec. 31, 2001, see section
611(i)(1) of Pub. L. 107-16, set out as a note under section 415 of thistitle.

Pub. L. 10716, title VI, 8§ 614(b), June 7, 2001, 115 Stat. 102, provided that: “ The amendment made by this section
[amending this section] shall apply to years beginning after December 31, 2001.”

Pub. L. 107-16, title VI, §616(c), June 7, 2001, 115 Stat. 103, provided that: “ The amendments made by this section
[amending this section and section 4972 of thistitle] shall apply to years beginning after December 31, 2001.”

Amendment by section 632(a)(3)(B) of Pub. L. 107-16 applicable to years beginning after Dec. 31, 2001, see section
632(a)(4) of Pub. L. 107-16, set out as a note under section 72 of thistitle.

Pub. L. 107-16, title VI, § 652(c), June 7, 2001, 115 Stat. 130, provided that: “ The amendments made by this section
[amending this section and section 4972 of thistitle] shall apply to plan years beginning after December 31, 2001.”

Pub. L. 107-16, title VI, 8662(c), June 7, 2001, 115 Stat. 142, provided that: “ The amendments made by this section
[amending this section] shall apply to taxable years beginning after December 31, 2001.”
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Effective Date of 1998 Amendment

Amendment by section 6015(d) of Pub. L. 105-206 effective, except as otherwise provided, as if included in the
provisions of the Taxpayer Relief Act of 1997, Pub. L. 105-34, to which such amendment relates, see section 6024
of Pub. L. 105-206, set out as a note under section 1 of thistitle.

Pub. L. 105-206, title V11, § 7001(b), July 22, 1998, 112 Stat. 827, provided that:

“(2) In general.—The amendment made by subsection (a) [amending this section] shall apply to taxable years ending
after the date of the enactment of this Act [July 22, 1998].

“(2) Change in method of accounting.—In the case of any taxpayer required by the anendment made by subsection
(a) [amending this section] to change its method of accounting for its first taxable year ending after the date of the
enactment of this Act [July 22, 1998]—

“(A) such change shall be treated as initiated by the taxpayer,
“(B) such change shall be treated as made with the consent of the Secretary of the Treasury; and

“(C) the net amount of the adjustments required to be taken into account by the taxpayer under section 481 of the
Internal Revenue Code of 1986 shall be taken into account ratably over the 3-taxable year period beginning with such
first taxable year.”

Effective Date of 1997 Amendment

Amendment by section 1530(c)(2) of Pub. L. 105-34 applicable to transfers made by trusts to, or for the use of, an
employee stock ownership plan after Aug. 5, 1997, see section 1530(d) of Pub. L. 105-34, set out as a note under
section 401 of thistitle.

Amendment by section 1601(d)(2)(C) of Pub. L. 105-34 effective asif included in the provisions of the Small Business
Job Protection Act of 1996, Pub. L. 104-188, to which it relates, see section 1601(j) of Pub. L. 105-34, set out as a
note under section 23 of thistitle.

Effective Date of 1996 Amendment

Amendment by section 1316(d)(1), (2) of Pub. L. 104-188 applicable to taxable years beginning after Dec. 31, 1997,
see section 1316(f) of Pub. L. 104-188, set out as a note under section 170 of thistitle.

Amendment by section 1421(b)(2) of Pub. L. 104-188 applicable to taxable years beginning after Dec. 31, 1996, see
section 1421(e) of Pub. L. 104188, set out as a note under section 72 of thistitle.

Amendment by section 1431(b)(3) of Pub. L. 104-188 applicable to years beginning after Dec. 31, 1996, see section
1431(d)(2) of Pub. L. 104188, set out as a note under section 414 of thistitle.

Section 1461(c) of Pub. L. 104-188 provided that: “ The anendments made by this section [amending this section and
section 1414 of thistitle] shall apply to years beginning after December 31, 1996.”

Section 1704(qg)(2) of Pub. L. 104-188 provided that: “ The amendment made by paragraph (1) [amending this section]
shall take effect asif included in the amendments made by section 713(d)(4)(A) of the Deficit Reduction Act of 1984
[Pub. L. 98-369].”

Effective Date of 1993 Amendment

Amendment by Pub. L. 103-66 applicable, except as otherwise provided, to benefits accruing in plan years beginning
after Dec. 31, 1993, see section 13212(d) of Pub. L. 103-66, set out as a note under section 401 of thistitle.

Effective Date of 1992 Amendment

Amendment by Pub. L. 102-318 applicable, except as otherwise provided, to distributions after Dec. 31, 1992, see
section 522(d) of Pub. L. 102-318, set out as a note under section 401 of thistitle.

Effective Date of 1990 Amendment

Amendment by Pub. L. 101-508 applicable to property placed in service after Nov. 5, 1990, but not applicable to any
property to which section 168 of thistitle does not apply by reason of subsec. (f)(5) of section 168, and not applicableto
rehabilitation expenditures described in section 252(f)(5) of Pub. L. 99-514, see section 11812(c) of Pub. L. 101-508,
Set out as anote under section 42 of thistitle.

Effective Date of 1989 Amendment
Section 7302(b) of Pub. L. 101-239 provided that:
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“(2) In general.—The amendment made by this section [amending this section] shall apply to employer securities
acquired after August 4, 1989.

“(2) Securities acquired with certain loans.—The amendment made by this section shall not apply to employer
securities acquired after August 4, 1989, which are acquired—

“(A) with the proceeds of any loan which was made pursuant to a binding written commitment in effect on August 4,
1989, and at all times thereafter before such loan is made, and

“(B) pursuant to awritten binding contract (or tender offer registered with the Securities and Exchange Commission)
in effect on August 4, 1989, and at al times thereafter before such securities are acquired.”

Section 7841(b)(2) of Pub. L. 101-239 provided that: “ The amendment made by paragraph (1) [amending this section]
shall apply to payments made after January 1, 1986, in taxable years ending after such date.”

Effective Date of 1988 Amendment

Amendment by sections 1011(d)(1), (4), (f)(6), 1011A(e)(4), 1011B(h)(3), (6), and 1018(t)(4)(A), (5) of Pub. L.
100647 effective, except as otherwise provided, asif included in the provision of the Tax Reform Act of 1986, Pub.
L. 99-514, to which such amendment relates, see section 1019(a) of Pub. L. 100647, set out as a hote under section
1 of thistitle.

Section 2005(e) of Pub. L. 100-647, as amended by Pub. L. 101239, title VII, § 7812(d), Dec. 19, 1989, 103 Stat.
2412, provided that: “ The amendments made by this section [amending this section and sections 412, 414, and 4972 of
thistitle and section 1082 of Title 29, Labor] shall take effect asif included in the amendments made by the provisions
of the Omnibus Budget Reconciliation Act of 1987 [Pub. L. 100-203] to which it relates, except that the amendment
made by subsection (a)(1) [amending section 4972 of thistitle] shall take effect asif included in the amendment made
by section 1131(c) of the Tax Reform Act of 1986 [Pub. L. 99-514].”

Effective Date of 1987 Amendment

Pub. L. 100203, title IX, § 9307(f), Dec. 22, 1987, 101 Stat. 1330-359, as amended by Pub. L. 101-239, title VII, §
7881(d)(3), Dec. 19, 1989, 103 Stat. 2439, provided that:

“(2) Ingeneral. —Except as provided in paragraph (2), the amendments made by this section [amending this section and
section 412 of thistitle and section 1082 of Title 29, Labor] shall apply to years beginning after December 31, 1987.

“(2) Amortization of gains and losses.—Sections 412(b)(2)(B)(iv) and 412(b)(3)(B)(ii) of the Internal Revenue Code
of 1986 and sections 302(b)(2)(B)(iv) and 302(b)(3)(B)(ii) of the Employee Retirement Income Security Act of 1974
[29 U.S.C. 1082 (b)(2)(B)(iv), (3)(B)(ii)] (as amended by paragraphs (1)(A) and (2)(A) of subsection (a)) shall apply
to gains and losses established in years beginning after December 31, 1987. For purposes of the preceding sentence,
any gain or loss determined by a valuation occurring as of January 1, 1988, shall be treated as established in years
beginning before 1988, or at the election of the employer, shall be amortized in accordance with Internal Revenue
Service Notice 89-52.”

Section 10201(c)(1) of Pub. L. 100-203 provided that: “ The amendments made by this section [amending this section
and sections 419 and 461 of this title, and repealing sections 81 and 463 of this title] shall apply to taxable years
beginning after December 31, 1987.”

Effective Date of 1986 Amendments

Amendment by section 1106(d)(2) of Pub. L. 99-514 applicable to benefits accruing in years beginning after Dec.
31, 1988, except as otherwise provided, see section 1106(i)(5) of Pub. L. 99-514, set out as a hote under section 415
of thistitle.

Amendment by section 1108(c) of Pub. L. 99-514 applicable to years beginning after Dec. 31, 1986, see section
1108(h) of Pub. L. 99-514, set out as a note under section 219 of thistitle.

Amendment by section 1112(d)(2) of Pub. L. 99-514 applicable to plan years beginning after Dec. 31, 1988, with
special rule regarding collective bargaining agreements ratified before Mar. 1, 1986, and with provision for waiver of
excise tax on reversions, see section 1112(e) of Pub. L. 99-514, set out as a note under section 401 of thistitle.

Section 1131(d) of Pub. L. 99-514, as amended by Pub. L. 100-647, title |, 8 1011A(e)(3), Nov. 10, 1988, 102 Stat.
3478, provided that:

“(2) In general. —Except as provided in paragraph (2), the amendments made by this section [enacting section 4972
of thistitle and amending this section] shall apply to taxable years beginning after December 31, 1986.

“(2) Specid rules for collective bargaining agreements.—In the case of a plan maintained pursuant to 1 or more
collective bargaining agreements between employee representatives and 1 or more employers ratified before March
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1, 1986, the amendments made by this section shall not apply to contributions pursuant to any such agreement for
taxable years beginning before the earlier of—

“(A) January 1, 1989, or

“(B) the date on which the last of such collective bargaining agreements terminates (determined without regard to any
extension thereof after February 28, 1986).”

Amendment by section 1171(b)(6) of Pub. L. 99-514 applicable to compensation paid or accrued after Dec. 31, 1986,
in taxable years ending after such date, but this section 404 (i) of thistitle to continue to apply with respect to credits
under section 41 of thistitle attributable to compensation paid or accrued before Jan. 1, 1987 (or under section 38 of
this title with respect to qualified investment before Jan. 1, 1983), see section 1171(c) of Pub. L. 99-514, set out as
anote under section 38 of thistitle.

Section 1173(c)(1) of Pub. L. 99-514 provided that: “ The amendments made by subsection (a) [amending this section]
shall apply to dividends paid in taxable years beginning after the date of the enactment of this Act [Oct. 22, 1986].”

Amendment by sections 1848 (c), 1851 (b)(2)(A)—C)(ii), and 1854(b)(3)—(5) of Pub. L. 99-514 effective, except as
otherwise provided, asif included in the provisions of the Tax Reform Act of 1984, Pub. L. 98-369, div. A, to which
such amendment relates, see section 1881 of Pub. L. 99-514, set out as a note under section 48 of thistitle.

Amendment by section 1854(b)(2) of Pub. L. 99-514 not applicable to dividends paid before Jan. 1, 1986, if the
taxpayer treated such dividends in a manner inconsistent with such amendment on a return filed with the Secretary
before Oct. 22, 1986, see section 1854(b)(6) of Pub. L. 99-514, set out as a hote under section 72 of thistitle.

Section 1875(c)(7)(B) of Pub. L. 99-514 provided that the amendment made by that section is effective with respect
to taxable years beginning after Dec. 31, 1984.

Section 11011(c)(3) of Pub. L. 99-272 provided that: “The amendments made by this subsection [amending this
section] shall apply to payments made after January 1, 1986, in taxable years ending after such date.”

Effective Date of 1984 Amendment

Amendment by section 474(r)(14) of Pub. L. 98-369 applicable to taxable years beginning after Dec. 31, 1983, and
to carrybacks from such years, see section 475(a) of Pub. L. 98-369, set out as a hote under section 21 of thistitle.

Section 512(c) of Pub. L. 98-369 provided that:

“(2) In general. —Except as provided in paragraph (2), the amendments made by this section [amending this section
and section 162 of thistitle] shall apply to amounts paid or incurred after the date of the enactment of this Act [July
18, 1984] in taxable years ending after such date.

“(2) Exception for certain extended vacation pay plans—In the case of any extended vacation pay plan maintained
pursuant to a collective bargaining agreement—

“(A) between employee representatives and 1 or more employers, and
“(B) in effect on June 22, 1984,

the amendments made by this section shall not apply before the date on which such collective bargaining agreement
terminates (determined without regard to any extension thereof agreed to after June 22, 1984). For purposes of the
preceding sentence, any plan amendment made pursuant to a collective bargai ning agreement relating to the plan which
amends the plan solely to conform to any requirement added by this section shall not be treated as a termination of
such collective bargaining agreement.”

Section 542(d) of Pub. L. 98-369 provided that: “ The amendments made by this section [amending this section and
sections 116 and 3405 of thistitle] shall apply to taxable years beginning after the date of enactment of this Act [July
18, 1984].”

Amendment by section 713 of Pub. L. 98-369 effective as if included in the provision of the Tax Equity and Fiscal
Responsibility Act of 1982, Pub. L. 97—248, to which such amendment relates, see section 715 of Pub. L. 98-369, set
out as a note under section 31 of thistitle.

Effective Date of 1982 Amendment

Section 253(c) of Pub. L. 97248 provided that: “ The amendments made by this section [amending this section and
section 415 of thistitle] shall apply to taxable years beginning after December 31, 1981.”

Amendment by section 235(f) of Pub. L. 97-248, in the case of any plan which is not in existence on July 1, 1982,
applicable to years ending after July 1, 1982, and in the case of any plan which is in existence on July 1, 1982,
applicable to years beginning after Dec. 31, 1982, see section 235(g)(1) of Pub. L. 97-248, set out as a hote under
section 415 of thistitle.
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Amendment by sections 237 and 238 of Pub. L. 97-248 applicable to years beginning after Dec. 31, 1983, see section
241 of Pub. L. 97248, set out as an Effective Date note under section 416 of thistitle.
Effective Date of 1981 Amendment

Amendment by section 312(a) of Pub. L. 97-34 applicable to plans which include employees within the meaning of
section 401 (c)(2) of thistitle with respect to taxable years beginning after Dec. 31, 1981, see section 312(f)(1) of Pub.
L. 97-34, set out as a note under section 72 of thistitle.

Section 331(f)(2) of Pub. L. 97-34 provided that: “ The amendments made by subsections (b) and (c) [amending this
section and sections 56, 409A, and 6699 of thistitle] shall apply to taxable years ending after December 31, 1982.”
Effective Date of 1980 Amendments

Amendment by Pub. L. 96-364 effective Sept. 26, 1980, see section 210(a) of Pub. L. 96-364, set out as an Effective
Date note under section 418 of thistitle.

Amendment by Pub. L. 96-222 effective, except as otherwise provided, as if it had been included in the provisions
of the Revenue Act of 1978, Pub. L. 95-600, to which such amendment relates, see section 201 of Pub. L. 96-222,
set out as a note under section 32 of thistitle.

Effective Date of 1978 Amendment

Section 133(c) of Pub. L. 95-600, as amended by Pub. L. 96-222, title 1, § 101(a)(5), Apr. 1, 1980, 94 Stat. 196; Pub.
L.99-514, 82, Oct. 22, 1986, 100 Stat. 2095, provided that:

“(2) In general.—Except as provided in paragraph (2), the amendments made by this section [amending this section]
shall apply to deductions for taxable years beginning after December 31, 1978.

“(2) Special rulefor certain title insurance companies.—

“(A) In genera.—In the case of a qudlified title insurance company plan, the amendment made by subsection (a)
[amending this section] shall apply to deductions for taxable years beginning after December 31, 1979.

“(B) Qualified title insurance company plan.—For purposes of subparagraph (A), the term ‘qualified title insurance
company plan’ means a plan of aqualified title insurance company—

“(i) which defersthe payment of amounts credited by such company to separate accountsfor members of such company
in consideration of their issuance of policies of title insurance, and

“(ii) under which no part of such amountsis payable to or withdrawable by the members until after the period for the
adverse possession of real property under applicable State law.

“(C) Qudlified title insurance company.—For purposes of subparagraph (B), the term ‘qualified title insurance
company’ means an unincorporated title insurance company organized as a business trust—

“(i) which is engaged in the business of providing title insurance coverage on interests in and liens upon real property
obtained by clients of the members of such company, and

“(ii) which is subject to tax under section 831 of the Internal Revenue Code of 1986 [formerly I.R.C. 1954].”

Amendment by section 141(f)(9) of Pub. L. 95-600 effective with respect to qualified investment for taxable years
beginning after Dec. 31, 1978, see section 141(g)(1) of Pub. L. 95-600, set out as an Effective Date note under section
409 of thistitle.

Amendment by section 152(f) of Pub. L. 95-600 applicable to taxable years beginning after Dec. 31, 1978, see section
152(h) of Pub. L. 95-600, set out as a note under section 408 of thistitle.

Effective Date of 1976 Amendments

Amendment by section 1502(a)(2) of Pub. L. 94-455 effective for taxable years beginning after Dec. 31, 1975, see
section 1502(b) of Pub. L. 94455, set out as a note under section 415 of thistitle.

Amendment by section 1901(a)(59) of Pub. L. 94-455 effective for taxable years beginning after Dec. 31, 1976, see
section 1901(d) of Pub. L. 94455, set out as a note under section 2 of thistitle.

Amendment by Pub. L. 94-267 applicable with respect to payments made to an employee on or after July 4, 1974, see
section 1(€) of Pub. L. 94267, set out as a note under section 401 of thistitle.
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Effective Date of 1974 Amendment

Amendment by sections 1013(c) and 1016(a)(3) of Pub. L. 93-406 applicable, except as otherwise provided in section
1017(c) through (i) of Pub. L. 93-406, for plan years beginning after Sept. 2, 1974, but, in the case of plansin existence
on Jan. 1, 1974, amendment by sections 1013(c) and 1016(a)(3) of Pub. L. 93-406 applicable for plan years beginning
after Dec. 31, 1975, see section 1017 of Pub. L. 93406, set out as an Effective Date; Transitiona Rules note under
section 410 of thistitle.

Section 2001(i)(1) of Pub. L. 93-406 provided that: “ The amendments made by subsections (a) [amending this section]
and (b) [amending section 1379 of thistitle] apply to taxable years beginning after December 31, 1973.”

Amendment by section 2001(g)(2)(E), (F) of Pub. L. 93-406 applicable to distributions made in taxable years
beginning after Dec. 31, 1975, see section 2001(i)(5) of Pub. L. 93-406, set out as a hote under section 72 of thistitle.

Section 2008(c) of Pub. L. 93-406 provided that: “ The amendments made by this section [amending this section] shall
apply to taxable years ending on or after June 30, 1972.”

Amendment by section 2004(b), (c)(1) of Pub. L. 93-406 applicableto years beginning after Dec. 31, 1975, see section
2004(d) of Pub. L. 93406, set out as an Effective Date; Transition Provisions note under section 415 of thistitle.

Amendment by section 4081(a) of Pub. L. 93-406 effective on Sept. 2, 1974, with exceptions specified in section 1461
(b), (c) of Title 29, Labor, see section 1461 (a) of Title 29.
Effective Date of 1969 Amendment

Amendment by Pub. L. 91-172 applicable with respect to contributions made and premiums paid after Aug. 1, 1969,
see section 321(d) of Pub. L. 91-172, set out as an Effective Date note under section 83 of thistitle.

Effective Date of 1966 Amendment

Amendment by Pub. L. 89-809 applicable with respect to taxable years beginning after Dec. 31, 1967, see section
204(d) of Pub. L. 89-809, set out as a note under section 401 of thistitle.

Effective Date of 1962 Amendments

Amendment by Pub. L. 87—863 applicable to taxable years beginning after Oct. 23, 1962, see section 2(c) of Pub. L.
87-863, set out as a note under section 401 of thistitle.

Amendment by Pub. L. 87-792 applicable to taxable years beginning after Dec. 31, 1962, see section 8 of Pub. L.
87—792, set out as a note under section 22 of thistitle.

Effective Date of 1958 Amendment

Amendment by Pub. L. 85-866 applicable to taxable years beginning after Dec. 31, 1953, and ending after Aug. 16,
1954, see section 1(c)(1) of Pub. L. 85-866, set out as a note under section 165 of thistitle.

Regulations

Secretary of the Treasury or his delegate to issue before Feb. 1, 1988, final regulationsto carry out amendments made
by section 1112 of Pub. L. 99-514, see section 1141 of Pub. L. 99-514, set out as anote under section 401 of thistitle.
Savings Provision

For provisions that nothing in amendment by Pub. L. 101-508 be construed to affect treatment of certain transactions
occurring, property acquired, or items of income, loss, deduction, or credit taken into account prior to Nov. 5, 1990,
for purposes of determining liability for tax for periods ending after Nov. 5, 1990, see section 11821(b) of Pub. L.
101-508, set out as a note under section 45K of thistitle.

Clarification of Treatment of Contributions to Multiemployer Plan
Pub. L. 107-16, title VI, § 658, June 7, 2001, 115 Stat. 137, provided that:

“(a) Not Considered Method of Accounting.—For purposes of section 446 of the Internal Revenue Code of 1986, a
determination under section 404(a)(6) of such Code regarding the taxable year with respect to which a contribution
to amultiemployer pension plan is deemed made shall not be treated as a method of accounting of the taxpayer. No
deduction shall be allowed for any taxable year for any contribution to a multiemployer pension plan with respect to
which adeduction was previously allowed.

“(b) Regulations—The Secretary of the Treasury shall promulgate such regulations as necessary to clarify that a
taxpayer shall not be allowed an aggregate amount of deductions for contributions to a multiemployer pension plan
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which exceeds the amount of such contributions made or deemed made under section 404(a)(6) of the Internal Revenue
Code of 1986 to such plan.

“(c) Effective Date.—Subsection (a), and any regulations promulgated under subsection (b), shall be effective for
years ending after the date of the enactment of this Act [June 7, 2001].”

Plan Amendments Not Required Until January 1, 1998

For provisions directing that if any amendments made by subtitle D [88 1401-1465] of title | of Pub. L. 104-188
reguire an amendment to any plan or annuity contract, such amendment shall not be required to be made before the
first day of the first plan year beginning on or after Jan. 1, 1998, see section 1465 of Pub. L. 104-188, set out as a
note under section 401 of thistitle.

Plan Amendments Not Required Until January 1, 1994

For provisions directing that if any amendments made by subtitle B [§8§ 521-523] of title V of Pub. L. 102-318 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, 1994, see section 523 of Pub. L. 102-318, set out as a note under section 401 of thistitle.

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 [8§1101-1147 and
1171-1177] or title XVIII [88 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 thistitle.

Coordination of Repeals of Certain Sections

Section 713(d)(8) of Pub. L. 98-369, asamended by Pub. L. 99-514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“Sections 404(e) and 1379(b) of the Internal Revenue Code of 1986 [formerly 1.R.C. 1954] (as in effect on the day
before the date of the enactment of the Tax Equity and Fiscal Responsibility Act of 1982 [Sept. 3, 1982]) shall not
apply to any plan to which section 401(j) of such Code applies (or would apply but for its repeal).”

Deductibility of Payments to Plan by Corporation Operating Public
Transportation System Acquired by State

Section 408 of Pub. L. 96-364, as amended by Pub. L. 99-514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided that:

“(@) For purposes of subsection (g) of section 404 of the Internal Revenue Code of 1986 [formerly |.R.C. 1954]
(relating to certain employer liability payments considered as contributions), as amended by section 205 of this Act,
any payment made to a plan covering employees of a corporation operating a public transportation system shall be
treated as a payment described in paragraph (1) of such subsection if—

“(2) such payment is made to fund accrued benefits under the plan in conjunction with an acquisition by a State (or
agency or instrumentality thereof) of the stock or assets of such corporation, and

“(2) such acquisition is pursuant to a State public transportation law enacted after June 30, 1979, and before January
1, 1980.

“(b) The provisions of this section shall apply to payments made after June 29, 1980.”

Year of Deduction for Certain Employer Contributions for Severance Payments
Required by Foreign Law

Section 1022(j) of Pub. L. 93406, as amended by Pub. L. 99-514, § 2, Oct. 22, 1986, 100 Stat. 2095, provided that:
“Effective for taxable years beginning after December 31, 1973, if—

“(2) an employer is engaged in atrade or businessin aforeign country,

“(2) such employer is required by the laws of that country to make payments, based on periods of service, to its
employees or their beneficiaries after the employees’ retirement, death, or other separation from the service, and

“(3) such employer establishes a trust (whether organized within or outside the United States) for the purpose of
funding the payments required by such law,

then, in determining for purposes of paragraph (5) of section 404(a) of the Internal Revenue Code of 1986 [formerly
I.R.C. 1954] the taxable year in which any contribution to or under the plan is includible in the gross income of
the nonresident alien employees of such employer, such paragraph (5) shall be treated as not requiring that separate
accounts be maintained for such nonresident alien employees.”
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