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This dissertation represents the first attempt to examine empirically the
management of contributions to defined-benefit pension plans with the help of a
new data base, the ERISA tapes. The manager’s incentive to manage pension
funding, federal penalties and taxes is analyzed. The manager is shown to be
better off by under-reporting the minimum statutory funding limit when the
contribution is less than the limit and over-reporting the maximum statutory
funding limit when the contribution is more than the limit. Federal revenue and
employee welfare are adversely affected by such managements. Disclosures
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under ERISA on Form 5500 and Schedule B are used to empirically test the
hypothesized management of pension contributions.

The results of the study confirm that managers use actuarial assumptions
to manage pension contributions, federal penalties, and taxes. The empirical tools
used in the paper provide a means to actuaries, auditors, employees, investors,
and the IRS for identifying pension plans most likely to report funding limits
based on unrealistic actuarial assumptions. The study also examines market
response on disclosure of adjusted pension information. The study provides
evidence of market inefficiency in detecting and correcting for the adjustments to

the pension disclosures.
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CHAPTER 1

INTRODUCTION

" ...(Pension plans) substantially affect the revenues of the United
States because they are afforded preferential Federal Tax treatment...it
is therefore desirable in the interests of employees and their
beneficiaries... (and) for the protection of the revenue of the United
States...that minimum standards be provided..."

Findings and Declaration of Policy, ERISA [Section 2]

*...With all these assumptions, it is difficult to define very precisely
the corporation’s pension liability and its funding requirements. As a
result, by changing the assumptions, actuaries have considerable
latitude in determining the tax-deductible funding requirements of
pension plan sponsors.”

Scholes and Wolfson (1992)

The Employee Retirement Income Security Act of 1974 (ERISA) and the
Internal Revenue Code (IRC) encourage as well as impose restrictions on the
employers’ contributions to defined-benefit pensior: funds. The minimum required

contribution encourages employers to fund pension plans regularly so that pension
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benefits promised to the employees are paid at retirement and the default
responsibilities of the Pension Benefit Guaranty Corporation (PBGC) are
minimized. The maximum tax-deductible contribution discourages excessive
contributions to pension funds. The law imposes penalties for funding below the
minimum required contribution or over the maximum tax-deductible contribution.
The cost of capital, penalties, tax incentives, fund availability, etc. affect
managers’ funding decisions. Prior research shows that managers manage
accounting numbers, if the payoffs exceed the associated costs.! The complexity
of the pension law and the actuarial assumptions necessary to determine minimum
and maximum contributions provide opportunities for managers to report funding
limits so that taxes and penalties are minimized. This paper provides evidence
of the systematic selection of actuarial assumptions and cost methods to achieve
this end.

At the time of enactment of ERISA, Congress was concerned about the
welfare of employees and their dependernts and the main objective of the Act was
to remove the inadequacies in the then pension law. See Findings and

Declaration of Policy, ERISA (section 2) for a detailed discussion. The results

! For example, Beatty, Chamberlain, and Magliolo (1992), Beatty and
Verrecchia (1989), DeAngelo (1986, 1988), Healy (1985), Holthausen, Larcker,
and Sloan (1992), Jones (1988), Liberty and Zimmerman (1986), McNichols and
Wilson (1988), Moyer (1989), Pourciau (1993), and Stinson (1991).

2

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



in this paper show that ERISA did not achieve its objectives completely and that
flexibility still remains in the current pension law, which managers utilize to their
advantage.

ERISA requires annual disclosures of detailed information on individual
pension plans, including pension liabilities. Much of this information is not
contained in the Financial Accounting Standards Board Statement Number 87
(FAS 87)," Pension Accounting by Firms," disclosures. Moreover, since ERISA
disclosures are made approximately six months after FAS 87 disclosures, they
should contain more accurate estimates of pension liabilities based on a larger and
more recent information base. Since unfunded pension liabilities are value
relevant [see, for example, Bodie and Papke (1992), Daley (1984), Feldstein and
Morck (1983), and Landsman (1986)], the market should show predictable price
adjustments around ERISA disclosures. Moreover, an efficient capital market
should see through any adjustments of the statutory funding limits and pension
liabilities and impound only unadjusted information into prices. Evidence of price
reactions around ERISA disclosures and market inefficiency in correcting for the
adjustments is presented in this paper.

A new data base (ERISA tapes), purchased from the Department of Labor
(DOL), is used for the analysis. The tapes contain detailed information on

approximately 150,000 pension funds sponsored by more than 50,000 firms.

3
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33,000 of these funds are defined-benefit plans. Cross-sectional ordinary least
squares (OLS) and logit regressions are run to test for the hypothesized
associations between plan contributions and the selection of actuarial assumptions
and cost methods. Event-study methodology is used to test the incremental
information content of ERISA disclosures and capital market efficiency in
detecting the adjustments.

The issues addressed in this paper are important for the following reasons.
There are, approximately, 150,000 defined-benefit pension plans in this country
with total assets over $1.5 trillion. Employers contribute several billion doilars
annually to these pension plans. A major portion of these contributions are tax-
deductible under provisions of ERISA and the IRC. Law makers and law
enforcers are interested in discovering and preventing adjustments to statutory
funding limits that may result in the reduction of U.S. tax revenue. Employees
are also interested in managerial decisions affecting their pension plans, since the
plans are a major source of post-retirement income. According to Bulow,
Scholes, and Menell (1983), the PBGC guarantees approximately 85% of the
vested benefits of employees in covered plans that are terminated with deficits.
Underfunding of a pension plan can, therefore, hurt employees if the plan is
terminated, despite the insurance provided by PBGC. Finally, evidence of market

inefficiency in impounding ERISA disclosures into stock prices helps investors

4
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make informed investment decisions.

The news media has also highlighted concerns recently about pension plan
management. For example, "Retirees at Risk: Hopeful Assumptions Let Firms
Minimize Pension Contributions” (Wall Street Journal, September 2, 1993, page
A1) points out that "in the arcane world of pension accounting, holding down the
amount of money a firm sets aside for retirees by betting that it can reap high
rates of return on its pension investments is the equivalent of driving without a
safety belt.” "Harsh Medicine for Ailing Pension Plans" (Business Week
September, 19, 1994) reports that the Clinton Administration is concerned with
this problem and is considering legislation to standardize actuarial assumptions
that companies use to calculate their pension contributions. Legislators and
regulators are becoming worried too. "The ability of companies to manipulate
their assumptions allows them to avoid properly funding pension plans which, in
some cases, are already significantly underfunded," according to former
Representative 1.J. Pickle (Wall Street Journal, September 2, 1993, page Al).

This paper contributes to existing research literature on management of
accounting numbers by introducing a new measure for the adjusted components

based on ERISA disclosures.? The results in this paper also resolve some of the

2 Earlier research uses different measures for the adjusted (discretionary)
components of accounting numbers. For example, DeAngelo (1986) and Healy

5
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ambiguity in prior research [for example DeAngelo (1986), Holthausen, Larcker,
and Sloan (1992), and Liberty and Zimmerman (1986) do not find evidence of
management of accounting numbers, while others (see footnote 1) do].

The rest of the paper is organized as follows: The next chapter discusses
the pension law in the United States, chapter 3 enunciates the theory and develops
the hypotheses, chapter 4 presents the research methodology, chapter 5 discusses
the data and explains the sample selection criteria, chapter 6 presents the results,

and chapter 7 concludes.

(1985) use last years provisions as proxies for non-discretionary components of
earnings, Holthausen, Larcker, and Sloan (1992) use time-series regression,
Liberty and Zimmerman (1986) use unexpected earnings, McNichols and Wilson
(1988) and Stinson (1991) use bad debt expense and write-offs.

6
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CHAPTER 2

PENSION LAW IN THE UNITED STATES

2.1  History of Pension Law’

Before the enactment of ERISA, private pension plans were regulated
under the IRC. For income tax purposes, employers were permitted to deduct
from gross income their payments to employees for pensions or their direct
contributions to a pension trust. The Internal Revenue Service (IRS) would grant
a pension plan "tax-qualified” status if payments to the plan were reasonable in
amount and were intended to provide pensions for at least some employees. The
Revenue Acts of 1921 and 1926 granted further tax breaks for tax-qualified plans.
The income earned by stock bonus and profit-sharing plans and pension trusts was
also exempted from taxation.

The Revenue Act of 1942 broadened coverage of employees under tax-

qualified pension plans. However, the management and administration of pension

3 The factual details in this section are taken from Coleman (1993).

7
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plans were still not regulated. During and after World War II several wartime
factors such as wage controls, tax changes, excess-profit taxes and inflatien
resulted in the rapid increase of private pension plans. The Korean War further
stimulated the growth of private pension plans, as employers used pension plans
to provide non-taxable fringe benefits to attract workers. As more employers
established pension plans, Congress began taking a closer look at the tax breaks
such plans were receiving.

Congressional investigations uncovered several cases of corrupt and
inefficient management of pension plans. This resulted in the enactment of
Welfare and Pension Plans Disclosure Act of 1958. The new law required
employers to provide employees with more information about the pension plans.
Despite an amendment in 1962, the law was weak and problems of inadequate
funding for the plans still existed. The problems came into public notice
dramatically with the Studebaker case. In 1963 when Studebaker stopped
production and closed down, more than 4,000 of its employees with vested
pension rights lost a large portion of their pensions. In 1967 Senator Jacob Javits
introduced the pension reform bill that eventually resulted in the enactment of

ERISA on September 2, 1974. In the twenty years following its initial enactment
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ERISA has been amended several times. The primary objectives of these
updates were to restrict actions by employers who operate defined-benefit pension

plans, to protect the interests of employees, and to insure the tax revenue of the

United States.

2.2 The Provisions of ERISA and the IRC

ERISA deals with two types of employee benefit plans: welfare plans and
pension plans. Welfare plans provide a wide variety of benefits like medical and
hospital care, accident, death, disability, and unemployment benefits. Pension
plans provide retirement income to employees. ERISA specifies standards that
must be met by all employee benefit plans to be eligible for favorable tax
treatment and to avoid civil and criminal penalties. Failure to conform to the

standards can lead to disqualification and even an excise tax. The funding

4 The updates to ERISA include: Tax Reduction Act of 1975; Tax Reform
Act of 1976; The Revenue Act of 1978; Multiemployer Pension Plan
Amendments Act of 1980; Economic Recovery Act of 1981; Tax Equity and
Fiscal Responsibility Act of 1982; Deficit Reduction Act of 1984; Retirement
Equity Act of 1984; Consolidated Omnibus Budget Reconciliation Act of 1985,
Tax Reform Act of 1986; Omnibus Budget Reconciliation Act of 1986; Omnibus
Budget Reconciliation Act of 1987; Technical and Miscellaneous Revenue Act of
1988; Retiree Benefits Bankruptcy Protection Act of 1988; Omnibus Budget
Reconciliation Act of 1989; Americans with Disabilities Act 1989; Omnibus
Budget Reconciliation Act of 1990.
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provisions of ERISA apply only to pension plans. These provisions are discussed
in greater detail later in the chapter.

Pension plans are classified into two types: defined-contribution and
defined-benefit.” In a defined-contribution plan the contributions are determined
by a formula. Each employee has an account into which the employer and the
employee make periodic contributions. Contributions are tax-deductible and
investment income is tax deferred. At retirement, the employee gets a taxable
benefit whose size depends on the value of the funds. The employee bears all the
investment risk, and the firm has no obligation beyond the periodic contributions.
Profit-sharing, savings or thrift, stock bonus, and employee stock ownership plans
are also included under defined-contribution plans.

In a defined-benefit plan a formula determines the benefits. Years of
service, wages and salary are usually taken into account. The employer
guarantees the benefits and bears the investment risk. The PBGC, a federal
government agency, backs the employer’s guarantee of pension benefits up to a
specified limit, for an annual premium. The defined-benefit plans are attractive

for many employees since they offer more reliable retirement income insurance.

5 See Bodie and Papke ( 1992) for a detailed discussion.

6 56.8% of the pension assets of all firms reporting to the DOL on Form
5500 are in defined-benefit pension plans and only 39.6% are in defined-

10
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In a defined-contribution plan the value of the assets always equals that of
the benefits. The plan is, therefore, always exactly fully funded. On the other
hand, defined-benefit plans may be unfunded (no separate fund), underfunded (the
market value of the assets of the separate fund is less than the present value of
the benefits) or overfunded (the market value of the assets exceeds the present
value of the plan’s liabilities).

Several factors affect how fully firms fund their defined-benefit pension
plans: for example, minimum funding standards imposed by the pension law, tax
incentives, negative valuation of unfunded pension liabilities by the capital market
[see, for example, Bodie and Papke (1992), Daley (1984), Feldstein and Morck
(1983), and Landsman (1986)], and better relations with the employees and trade
unions. The main aim of the minimum funding standards is to secure the pension
benefits promised by the employer against the risk of default and to reduce the
financial burden on PBGC. The tax incentives, on the other hand, are intended
to motivate the employers to offer pension plans to employees.” This motivation,

however, results in some employers overfunding their pension plans. The law,

contribution plans.

7 Pension plans are also beneficial for most employees, if the tax rate at
which contributions are made is higher than the tax rate applied to withdrawals.
The tax rate typically declines at the time the employee retires, since retirement
income is usually less than income just prior to retirements (Tepper 1981).

11

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



therefore, also limits the maximum amount of tax-deductible contributions to
pension funds. Bodie and Papke (1992), and Myers and Majluf (1984) point out
that funding of pension plans also creates a financial slack. The pension funds
can be used in case of financial difficulties in the future, because the law allows
employers to draw upon excess pension assets or to terminate the plan if the firm
is facing financial distress.® The firm can also draw upon such excess assets
indirectly by reducing contributions or expanding pension benefits in the future.

Thus the pension fund may serve as a tax-sheltered contingency fund for the firm.

2.2.1 Minimum Required and Maximum Tax-Deductible Contributions

ERISA (Section 302) and the IRC (Section 412) define the minimum
required contributions, and the IRC (Section 404) defines the maximum
contributions that are tax-deductible. The minimum required contribution
includes (1) normal costs, plus (2) supplemental costs, less (3) the funding
standard account balance from the prior year, plus (4) an additional funding

charge.

¢ The reversion of assets, however, is not costless. Recent amendments to
the IRC (section 4980) impose up to 20% tax on plan assets reversions to
employers.

12
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Normal costs are annual costs of administrative expenses and benefits
accrued during that year. Actuaries make several assumptions and use one of
several statutory costing methods to estimate the above costs and charges.

There are several reasons why plan assets may not equal plan liabilities:
(1) experience variations: the experience of the plan may differ from the
underlying actuarial assumptions resulting in actuarial gains and losses, (2)
assumption changes. the actuarial assumptions may be changed from time to time,
(3) benefit changes: the plan’s benefit formula may be increased or decreased
periodically by plan amendments, with the change frequently being retroactive,
(4) past service accruals: the plan sponsor may grant benefit credits to years prior
to the establishment of the plan, also referred to as the past service liability, and
(5) contribution variances: the plan sponsor may contribute more or less than the
normal cost. The difference that develops between the plan’s assets and the
liabilities, for the above five reasons, is called the plan’s unfunded or overfunded
liability. Supplemental costs are designed to amortize the plan’s unfunded or
overfunded liability.

The funding standard account is an account that every pension plan under
ERISA must maintain to determine whether the plan is meeting the minimum
funding standards impesed by the law. The liabilities charged to the account each
year include: (1) normal costs, (2) the minimum amount required to continue

13
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amortizing past-service liabilities, (3) losses resulting from changes in actuarial
assumptions, (4) losses resulting from plan amendments that increase liabilities,
and (5) experience losses. Credits to the account include: (1) employer
contributions for normal costs, (2) instaliment payments to continue amortizing
past-service liabilities, (3) gains resulting from changes in actuarial assumptions,
(4) gains resulting from amendments that reduce liabilities, and (5) experience
gains.

The additional funding chaige is designed to speed up the funding of
underfunded plans by adding a "deficit reduction contribution" to the required
minimum contribution.

The maximum tax-deductible contribution is defined as:

Max [Unfunded Current liability, Min {Max (Normal Cost plus ten years’ supplemental costs,

Minimum required contribution), Full Funding limit}]

It is possible that a plan’s minimum required contribution could exceed its
maximum tax-deductible contribution. Under these circumstances, the minimum
would be deductible.

The full funding limit is equal to the present value of the plan liability less
the market value of assets (excluding any contributions for the current year and
less any credit balance in the funding standard account).

The current liability of a plan is a standard used to measure whether a

14
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pension plan is underfunded by calculating the plan’s liability on the basis of the
value of all accrued benefits, both vested and nonvested, as if the plan were
terminating. The unfunded current liability is the current liability in excess of
the plan’s assets. If the assets exceed the current liabilities, the unfunded current
liability is zero. The calculations of these ERISA variables are further illustrated

in Appendix 1.

2.2.2 Penalties for Violation

ERISA and the IRC impose penalties for the violations of the minimum
and maximum contributions discussed in Section 2.2.1. If the funding standard
account shows a negative balance at the end of the year, the pension plan has an
accumulated funding deficiency, and the following penalties are assessed: interest
on the deficit at the rate used to determine pension plan costs and an excise tax
of 10 percent on the deficit. The excise tax can be increased to 100 percent if the
deficit is not removed within 90 days of notification by the Secretary of the
Treasury. In addition to the interest and excise tax, the employer may be subject
to civil action and the PBGC may impose a lien on the assets of the firm if an
underfunded plan fails to make the required contributions within 60 days of the

due date and the amount of the missed contribution exceeds $1 million. An

15
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employer facing financial problems can apply to the IRS for a temporary waiver
from the minimum funding requirements. The IRS, however, grants such waivers
very rarely.’

If the employer’s contribution exceeds the maximum tax deductible
contribution allowed under the IRC then a 10 percent excise tax is imposed on the
contribution in excess of the maximum limit. Excess contributions may be
deducted in future tax years (carry-over contributions), but are subject to the 10
percent excise tax for each year they remain nondeductible (IRC section 4972 and
4979).

Under the pension law any individual who willfully violates any provision
of ERISA may be fined not more than $5,000 or imprisoned not more than 1
year, or both. A penalty of up to $10,000, 5 years’ imprisonment, or both, may
be imposed for making any false statement or representation of fact, knowing it
to be false, or for knowingly concealing or not disclosing any fact required by

ERISA.

% Out of 9,126 defined-benefit pension plans, which reported to the DOL
during 1990-92, only three plans reported such waivers.

16
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2.2.3 Reporting Requirements under ERISA

Sections 104 and 4065 of ERISA and sections 6039D, 6057(b), and
6058(a) of the IRC require all pension plans with 100 or more participants to file
Form 5500 with the IRS within seven months after the end of the plan year.'
The IRS provides a copy of the report to the DOL and a portion of the report to
the PBGC. The report is open to public inspection in the Public Disclosure
Division of the DOL.

Form 5500 includes information about the plan, the sponsoring firm,
statistics on participants, a balance sheet, a statement of income and expense, a
detailed schedule of all assets, and other information about the operation of the
plan. The report must be examined by an independent certified public accountant.
The accountant must give an opinion on whether the financial statement and
supporting schedules are presented fairly in conformity with generally accepted
accounting principles (GAAP) applied on a basis consistent with the preceding
year. Such an opinion has to be based upon an examination carried out in
accordance with generally accepted auditing standards (GAAS). Plans with less

than 100 participants are not required to have audited financial statements.

10 Smaller plans complete the simpler Form 5500-C, Form 5500-R or Form
5500-EZ. Only pension plans filing Form 5500 are included in the sample.

17
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If the plan is subject to the funding requirements of ERISA, it must retain
an enrolled actuary. The actuary must prepare an annual actuarial statement,
Schedule B, which is attached to Form 5500. Schedule B includes the funding

standard account, actuarial assumptions, actuarial methods used, and certain other

information. !

-

! Facsimiles of Form 5500 and Schedule B are reproduced in Appendix 1.
18
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CHAPTER 3

THEORY AND HYPOTHESES DEVELOPMENT

3.1  The Funding Game

The incentive-penalty structure under the pension law provides motivation
for corporate managers to manage contributions and statutory funding limits and
thereby minimize federal penalties and maximize their payoffs. Consider the

firm’s funding scenario below:

Let L and H be the minimum required contribution under ERISA and the
maximum tax-deductible contribution allowed by the IRC, respectively. The firm
can contribute any amount F between 0 and F™, the maximum funds available to

the firm. If F < L (region A) or F > H (region B), ERISA and the IRC

19
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prescribe penalties which increase with the extent of deviation from the statutory
limits. An employer facing financial problems can apply to the IRS for a
temporary waiver from the minimum funding requirements. The IRS, however,
grants such waivers very rarely.

Earlier research has examined why a firm would want to under- or over-
fund its pension plans (i.e., contribute in regions A or B). Bodie, Light, Morck,
and Taggart (1984) find that profitability is positively associated with the extent
of over-funding. Myers and Majluf (1984) argue that firms prefer to rely on
internal sources of funds to finance investment projects due to negative signalling
associated with new equity or debt issues. Niehaus (1985) concludes that,
because of favorabie tax treatment, pension funds are good places to store internal
funds (build financial slack).

Francis and Reiter (1987) report that firms’ marginal tax rates are
positively associated and debt-equity ratios are negatively associated with pension
funding levels. The authors point out that motivations for overfunding are
obtaining tax benefits, storing financial slack, and reducing potential political
costs. Motivations for underfunding are reducing agency costs of debt, bonding
unionized employees, moving accounting numbers away from binding debt
covenant restraints, and reducing debt costs through internal borrowing.

Black (1980) and Tepper (1981) show that the tax benefits of overfunding

20
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arise because contributions to the fund are tax-deductible and earnings in pension
funds are tax-exempt. The net effect is a permanent exemption of plan earnings
from taxation at the firm level.'? If a firm overfunds the pension plan, it earns
a tax-free rate of return on the investment. Thomas (1988) points out that this
return could exceed the after-tax return from competing investment opportunities
even after adjustment for withdrawal risks associated with pension fund
investments."

ERISA and the IRC define the rules for calculating L and H, but their

actual computations involve several actuarial assumptions. Thus L and H are not

12 The Tepper-Black argument can be illustrated as follows. Let 7, be a
firm’s current marginal tax rate, r be the pre-tax annual rate of return on pension
assets, and 7, be the marginal tax rate when withdrawals take place after n years.
Marginal tax rates are defined as the expected present value of additional tax
resulting from an additional unit of current taxable income. For a contribution
of $1 the firm gets a deduction of $7,, which reduces the cash outlay to $(1 - 7).
The dollar invested in the pension fund becomes $(1 + r)* over a period of n
years. No taxes are due during this period. The after-tax withdrawal is equal to
$(1 + n°(1 - 7). The annual after-tax rate of return on overfunding, r, is
defined by

e = [{(1 + (1 - 7)/(1 - 79} - 1]
If 7o = 7, then r = r and the firm therefore avoids corporate taxes on all
income earned by excess assets held in the fund.

B The reversion (withdrawal) of assets from pension plans is not costless.
Recent amendment to the IRC (section 4980) imposes up to 20% tax on such
reversions. However, the firm can avoid these taxes by withdrawing excess
assets indirectly by reducing contributions or increasing benefits in the future.
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exogenous, since they depend on assumptions chosen by managers and
actuaries.!* Since the amount of federal penalties in regions A and B depend on
the relative positions of F, L, and H, the manager may be able to minimize the
penalties through her choice of actuarial assumptions. For example, if a firm
contributes F less than L (i.e., funds in region A), the penalty is payable on the

deficit (L - F).

Py AT

~ REGIONB

The manager could reduce her penalty by reporting L* instead of L, assuming
that she is better off when her firm avoids penalties and minimizes taxes.

Similarly if the firm contributes F more than H (i.e., funds in region B), the

4 Treasury Department Circular No. 230, Regulations Governing the

Practice of Attorneys, Certified Public Accountants, Enrolled Agents, Enrolled
Actuaries, and Appraisers before the Internal Revenue Service (as revised in July,
1994) and ERISA section 3042 require that actuaries function independently.
They are also governed by a code of ethics However, due to the complexity of
pension law and the difficulty in predicting future events, an actuary may be
indifferent over a range of interest rates and other actuarial assumptions. An
actuary might not object as long as the manager chooses a value within this
range. Accommodating a manager, without violating the code of ethics, would
also improve an actuary’s chances of future assignments with that manager.

22

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



penalty is charged on the surplus (F - H).!"

The manager could minimize the penalty by reporting H* instead of H.
Finally, when the firm funds between the two statutory limits L. and H, no federal

penalties are levied and the manager has no incentive to adjust L. and H.

The above analysis assumes F is ‘frozen’. If F is allowed to vary, similar results

can be derived by optimizing the manager’s cost function (see the next section).

5 The Tax Equity and Fiscal Responsibility Act of 1982 limits the employers’
deduction to the amount necessary to fund the maximum annual benefit of
$90,000, indexed for inflation since 1988, per beneficiary (IRC section 415 b).
As a result of this restriction, employers sometimes make non-tax-deductible
contributions (i.e., fund in region B) to avoid an accumulated funding deficiency
for highly paid executives with pension benefits above $90,000 a year. See
Wilkie (1988) for a detailed discussion.
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3.2 Optimization of Manager’s Cost Function

The above results can also be developed by ’defreezing’ the contribution

F and optimizing the manager’s cost function as follows.

Let L and H be the minimum required contribution and the maximum tax-
deductible contribution, respectively. The pension law only defines the rules for
calculating L. and H, but their actual calculations involve several actuarial
assumptions like mortality rate, disability rate, termination rate, retirement rate,
salary growth, actuarial cost method, and interest rate. Thus L and H are not
exogenous, since managers can manipulate the assumptions needed to calculate
them. Let F be the contribution made by the sponsor to the defined-benefit fund
during the year and let F be the maximum funds available , then F is always
less than or equal to F¥. If F < L (region A) or F > H (region B), then
ERISA and the IRC prescribe penalties which increase linearly with the extent of

deviation from the statutory limits. Given the rules to calculate L and H, the
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manager decides the amount F to contribute to the pension plan, and how much,
if at all, to manipulate L and H. Let L* and H* be the manipulated values of L

and H respectively. When deciding F, L* and H*, the manager minimizes the

following cost function:

COST = {a(L* - F) if F < L%, 0 otherwise} + bF + {c(F - H¥) if F > H¥,

0 otherwise} + d(|L*-L}) + e(|H*-H|) (1)

where: a (>0) is the cost of funding $1 below L*. a includes the federal
penalty, which increases with (L* - F) and the manager’s expected personal losses
from underfunding, if he himself is a beneficiary of the pension plan. b is the
cost of transferring $1 from alternative investments to the pension fund and can
be greater than, equal to, or less than 0.'

¢ (> 0) is the cost of funding $1 over the maximum limit H* and includes

the federal penalty, which increases with (F - H¥). The implied losses due to

6 Thus bF is the present value of the expected returns foregone plus
transaction costs (broker’s fee, termination costs etc.) less the present value of the
expected returns in the pension fund (in the tax exempt region under H*). For
example, a firm may have money invested in some stock with a present value of
expected after-tax future gains of $W. The firm sells the stock for $X, incurs $Y
as miscellaneous expenses, and invests $X in the pension fund with a present
value of expected tax-exempt future gains of $Z. Thenb = (§W +8$Y -$Z)/$X.
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non-tax-exempt status of funding over H¥* are also included in ¢. The Tax Equity
and Fiscal Responsibility Act of 1982 limits the employers’ deduction to the
amount necessary to fund the maximum annual benefit of $90,000 per beneficiary
indexed for inflation since 1988 (IRC section 415 b). As a result of this
restriction, employers sometimes make non-tax-deductible contributions to avoid
an accumulated funding deficiency for highly paid executives with pension
benefits above $90,000 a year."” The inherent advantages of funding over H¥,
in such situations, are also included in ¢. d and e are the expected costs of
adjusting L and H and are increasing functions of the absolute amount of
adjustment. For purposes of tractability assume that d({L* - L}) = 0if 0 <
|L* - L] < Iand infinite otherwise. Similarly assume that e(|H* - H|) = 0
if 0 < |H*- H| < h and infinite otherwise. In other words, as long as the
manager manipulates L. and H by amounts less than or equal to 1 and h
respectively, she is not caught and there is no penalty. Beyond this range she is
detected and suffers infinite penalty.' Thus 1 and h are the largest manipulations

that go undetected and hence unpenalized. The funding decision will depend on

17 See Wilkie (1988) for a detailed discussion.

18 Although this simplification is made for the sake of tractability, the
conclusions do not change when exponential or quadratic cost functions are used.

For example (1 - ) or x'?, where x is the absolute adjustment, yield similar
results,
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will depend on the relative values of a, b, ¢, 1, and h.

The manager’s cost function has no continuous solution since it is a
discrete function. Therefore, it has to be solved separately for each set of
conditions. First consider the following set of conditions:
> H*
c>2a>0>b
and |b] > ¢
The optimization problem in equation 1 is solved in two steps. First assume there
is no manipulation (. = L* and H = H¥). Equation 1 can be rewritten as:
COST = {a(L* - F) if F < L*, 0 otherwise} + bF + {c(F-H* if F

> H*, 0 otherwise}
Consider the region F < L*. Then COST = a(L* - F} + bF = aL* + (b-a)F
Sincea > 0and b -a < 0, COST can be minimized by maximizing F. The
maximum value of F in this region can be L* - ¢, where € is an arbitrarily small
positive number. Let the minimum COST in this region be MIN1 then.

MIN1 = aL* + (b - a)(L* - ¢) = bL* + (a - b)e
Next consider the region L* < F < H*. Then

COST = bF
Since b < 0, COST in this region can be minimized by maximizing F. Let

MIN2 be the minimum COST, then
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MIN2 = bH*
Finally consider the region H¥ < F. Then
COST = bF + ¢(F- H¥) = (b + ¢)F - cH* = -(|b] - O)F -cH*
Since |b] - ¢ > 0, COST can be minimized by maximizing F. The manager
selects F = F™ and the minimum COST (MIN3) can be written as:
MIN3 = -(|b]| - ¢)F™ -cH*
Now
MIN1 - MIN2 = bL* + (a - b)e -bH* = -b(H* - L¥) + (a - b)e
>0
MIN2 - MIN3 = bH* + (|b] - OF™ +cH* = (|b| - ¢)(F™ - H¥)
>0
Thus the manager selects F = F™ to get
minimum COST = - (|b] - ¢)f™ - cH*
Now if the manager is allowed to manipulate, she can further reduce COST by
maximizing H* (since ¢ > 0). She, therefore, chooses H¥ = H + h. She does
not manipulate L, since there are no benefits from this, and chooses L* = L.
These results can also be obtained by plotting COST (see figure 1).
Minimizing the cost function in a similar manner, under other possible
conditions, gives the equilibrium solutions shown in table 1. First the conditions

which result in the adjustment of L are depicted. Thus, whenever the maximum
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funds F™* are less than or equal to the minimum required contribution, the
manager adjusts L downwards. When F™ lies between the two statutory limits,
and b the cost of transferring capital is greater than 0, the manager again chooses
to adjust L downwards. If b is less than or equal to zero the manager is
indifferent and does not adjust either limits. When F™ is greater than or equal to
the maximum tax-deductible limit and b is greater than zero, the manager is
better off by adjusting L. downwards. When b is less than zero, the manager
prefers to adjust H upwards to minimize penalty and maximize tax benefits.
However, when b = 0 the manager is indifferent and does not adjust either
limits. The above analysis assumes that the manager does not manipulate beyond
the level required to minimize COST. However, the manager may act
strategically by manipulating L* below F or H#* above F to avoid detection as
well as to have a margin to appease the auditor or the IRS. Thus manipulation
could occur if F < L (region A) or F > H (region B). Thus in region A the
manager may be better off by reporting L* less than L and in region B by

reporting H* greater than H.

3.3 Development of Hypotheses

Adjustments of L and H can be detected in two ways -- by the independent
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auditor or by the IRS. ERISA (section 103(a)(3)B) states that the auditor may
rely on the correctness of any actuarial matter certified by an enrolled actuary.
The AICPA (1989, section 10.18) states:

"The independent auditor’s qualifications do not encompass actuarial

science or the complexities of probability and longevity associated with

life contingencies. The auditor may have a general awareness and
understanding of actuarial concepts and practices; he does not, however,
purport to act in the capacity of an actuary. The auditor, therefore, needs
to follow the guidance of Statement of Auditing Standards No. 11, Using
the Work of a Specialist, to obtain assurance regarding the work of an
actuary on such matters as plan contributions ..."

The dependence on the expertise of the actuary reduces the probability of the

auditor detecting any adjustments.

The calculations of the minimum and maximum funding limits under
ERISA and the IRC are extremely tedious and complex, involving several
actuarial assumptions and choices of cost methods. Winklevoss (1993) concludes:

"Many of us had such great expectations for ERISA and, while many of

its provisions are clearly beneficial, the avalanche of regulations and new

pension legisiation since its passage has been terrifying... Unless

Congress simplifies the various statutory and regulatory requirements for
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defined benefit pension plans, and does it quickly, only historians will be
interested in this book, for it will provide the mathematics of a subject no
longer relevant to corporate America."?®
Given the complexity of the pension law, the IRS may not be very successful in
detecting small "adjustments" of statutory funding limits.?

The analyses in sections 3.1 and 3.2 indicate that managers would have
incentives to change (or adjust) actuarial assumptions or cost methods when F <
L (region A) or F > H (region B). Thus, in region A the manager is better off
by choosing assumptions and cost methods to lower L and in region B by
choosing assumptions and cost methods to raise H. The calculations of L. and H
involve several actuarial assumptions like mortality rate, disability rate,
termination rate, retirement rate, salary growth, and interest rate.* In addition,

the actuary has to select one of the following cost methods to estimate the funding

1 As an example of the complexity of the pension law, consider the formula
for calculating the minimum required contribution in Winklevoss (1993). The
formula involves more than 50 terms and occupies one full page (p. 156).

2 The DOL, when contacted, was unable to provide any statistics.

2t pepsion plans report two different interest rates on Schedule B (Form
5500): pre- and post-retirement interest rates. The former is used for discounting
future cash flows in the period prior to the employee’s retirement and the latter
is utilized for similar purpose in the post-retirement period. All the results
reported in the paper are for pre-retirement interest rates. The results for post-
retirement interest rates are similar and are, therefore, not reported.
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standard account: attained age normal, entry age normal, accrued benefit (unit
credit), aggregate, frozen initial liability, individual level premium, or a variant
of these. The manager can use these assumptions to manage L. and H, with the
agreement of the actuary (see footnote 14).

Interest rates, cost methods, and the termination rates are the most
influential actuarial assumptions [see for example, Bulow (1979), Bulow, Scholes,
and Menell (1983), Feldstein and Morck (1983), McGill and Grubbs (1989),
Thomas (1988), Treynor, Regan, and Priest (1976), and Winklevoss (1993)].
According to Treynor, Regan, and Priest (1976), for a typical firm and with the
other assumptions held constant, a 1 percent increase in the interest rate
assumption allows a decrease in pension contributions of 16 percent to 30
percent.?? The manager can use these three assumptions to adjust L and H in

order to minimize federal taxes and penalties.® The above research literature

22 For example, Chrysler Corporation disclosed in the footnotes to its 1992
financial statements that a reduction in the discount rates from 9.65 percent to 8.5
percent resulted in a $910 million (10%) increase in the projected benefit
obligations and a $46 million (6%) increase in the 1992 expense. Although the
above figures refer to computations under FAS 87, the effect of change of
discount rate on ERISA computations is similar.

B The IRS is aware of the possibility that managers may make unrealistic
assumptions to adjust L and H. The IRS announced its intention to conduct
special audits of 18,000 defined-benefit pension plans for the 1986 tax year. In
particular, it targeted plans that assumed unrealistically low interest rates on
investments (New York Times, June 2, 1990, p. 22). The outcome of these audits
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shows that L and H are decreasing in interest and termination rates, and
increasing in choice of more conservative cost methods.

The accrued benefit (unit credit) method uses the accrued or legal liability
measure. It allocates benefits earned to date and then derives the actuarial present
value of the benefits. All other methods compute the actuarial present value of
the total expected benefits and then assign a portion of that value to each plan
year. Compared to the accrued benefit (unit credit) method, all the other cost
methods are more conservative methods.” Thus, the hypotheses investigated
in this paper are:

H1: In funding region A, managers adjust L. downwards by using high

interest rate assumptions.

H2: In funding region B, managers adjust H upwards by using low

interest rate assumptions.

H3: In funding region A, managers adjust L downwards by selecting

a less conservative cost method.
H4: In funding region B, managers adjust H upwards by selecting a

more conservative cost method.

is not publicly available.
% Thomas (1988) uses a similar classification.
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H5: In funding region A, managers adjust L downwards by using high
termination rate assumptions.
H6: In funding region B, managers adjust H upwards by using low

termination rate assumptions.

3.3.1 Management of Unfunded and Overfunded Current Pension Liabilities

Prior research provides evidence of negative valuation of underfunded
pension liabilities by the capital market (see section 2.2). The manager, to
maximize the market value of her firm, may manipulate to project a smaller
underfunded pension liability. Overfunded pension plans (excess pension assets)
have been identified as a possible lure for corporate raiders by Mitchell and
Mulherin (1989). Firms may therefore be wary of disclosing excess pension
assets and may like to project smaller excess asseis by increasing the value of
their pension liabilities. Moreover, by increasing the value of its pension
liability, the firm can create tax-deferred storage for its funds. Feldstein and
Morck (1983) examine these motivations using firm level aggregated data and
find that firms with substantial unfunded benefit obligations try to reduce the
reported present value of their obligations by choosing high interest rates.

Similarly, firms with overfunded benefit obligations tend to choose low interest
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rate assumptions in order to increase the tax advantages of early funding. See
figure 2 for a graphic presentation of these results.

Most of the above research pertains to the pension liabilities measured
under FAS 87. The pension liabilities under ERISA can differ from those under
FAS 87 since actuaries can use different actuarial assumptions and cost methods.
However, as Bodie and Papke (1992) and Winklevoss (1993) point out, ERISA’s
definition of the current liability is essentially the same as FAS 87’s definition of
the accumulated benefit obligation (ABO). The manager’s motivations to
manipulate the unfunded pension liabilities (FAS 87) should be similar to those
to manipulate unfunded current pension liabilities (ERISA). The next set of
hypotheses can be written as:

H7: Managers adjust assumed interest rates upwards as the magnitude
of the underfunded current pension liabilities (ERISA) increases
and vice versa.

H8: Managers choose less conservative actuarial cost methods as the
magnitude of the underfunded current pension liabilities (ERISA)
increases and vice versa.

H9: Managers adjust projected termination rates upwards as the
magnitude of the underfunded current pension liabilities (ERISA)

increases and vice versa.
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H1-H6 may not be independent of H7-H9. Tests are carried out to check

this and are reported in section 4.2.

3.4  Market Reaction

ERISA requires annual disclosures of detailed information on individual
pension plans, including pension liabilities. Much of this information is not
contained in the FAS 87 disclosures. Usually ERISA disclosures follow FAS 87
disclosures. The Securities and Exchange Commission (SEC) requires firms to
file 10-Ks within 90 days of the end of their fiscal years. ERISA requires the
submission of Form 5500 (including Schedule B) to the IRS by the end of the
seventh month after the end of the plan year.” The IRS examines the forms and
then sends a copy to the DOL. The form is open to public inspection after this
date. Generally the date of FAS 87 disclosures (date of receipt at SEC) precedes
the date of ERISA disclosures. During 1990-92 ERISA disclosure dates for
68.5% of all funds (reporting to the IRS and with fiscal years and plan years
ending in December) were between July and October (well after March 31, the

SEC deadline).

3 The plan year of a pension plan may be different from the fiscal year of
the sponsoring firm.
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Since ERISA disclosures are made approximately four to six months after
FAS 87 disclosures, ERISA disclosures should contain more accurate estimates
of pension liabilities based on a larger and more recent information base. Prior
research has shown that unfunded pension liabilities are value relevant, therefore
the market should show predictable price aujustments around ERISA disclosures.
Moreover, an efficient capital market should see through the adjustments of the
statutory funding limits and pension liabilities and impound only unadjusted
information into prices. The next hypothesis can, therefore, be written as:
H10: There is a significant market reaction around the date of ERISA
disclosure as the unadjusted component of the disclosed pension
information is impounded into the disclosing firm’s stock price.
An efficient market should also reward the smart manager for minimizing
penalties and maximizing tax benefits. Thus, the last hypothesis tested is:
H11: The market rewards the smart manager for her efforts to minimize

panalties and maximize tax benefits.
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CHAPTER 4

RESEARCH METHODOLOGY

4.1  Calculation of the Minimum and Maximum Statutory Contributions

The minimum required contribution, as defined by ERISA, is calculated

as follows:

L%, = {PRFDEF, + NCOST, + AMORTCH,, + INTCH,, + ADDCH,, +

LATECH,} - {PRCRBAL,, + AMORTCR,, + INTCR,, + MISCR, }(2)

where:
i indexes the defined-benefit, single employer pension fund
t indexes the year
L* is the reported minimum required contribution under ERISA
PRFDETF is the prior year funding deficiency (if any)
NCOST is the normal cost at the beginning of the plan year

AMORTCH is the amortization charge on funding waivers and amounts
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other than waivers

INTCH is the interest on PRDEF, NCOST, and AMORTCH accrued during
the plan year

ADDCH is the additional funding charge, if applicable

LATECH is the additional interest due to late quarterly contributions
PRCRBAL is the prior year credit balance, if any

AMORTCR is the amortization credit

INTCR is the interest on PRCRBAL and AMORTCR accrued during the
plan year

MISCR is the miscellaneous credit on waived funding deficiency.

These values are obtained from Form 5500 and Schedule B.

Following Winklevoss (1993), the maximum tax deductible contribution

is estimated as follows:%

H*,, = Maximum (MIN,,, UCL,) (3)
where:
MIN,, = Minimum (COSTPLUS,, FFL(AL),, FFL(CL),)

% Computation of COSTPLUS requires the next ten years projected
supplemental costs. This is approximated by 10 SCOST, which is current
supplemental cost multiplied by 10. If future supplemental costs increase, H*
may be under-estimated.
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UCL = Maximum [0, {CLIAB (I + R) - CASST (I + ORJ}]
COSTPLUS,, = Maximum {(NCOST,, + 10 SCOST,), L*,}

FFL(AL) = (CLIAB + NCOST - CASST) (I + OR)

FFL(CL) = 1.5 {(CLIAB + NCOST) (1 + R) - EXPAY (I + 0.5 R)}

- {CASST (1 + OR) - EXPAY (1 + 0.5 OR)}

where:
i indexes the defined-benefit, single-employer pension fund
t indexes the year
H* is the reported maximum tax-deductible contribution
UCL is the unfunded current liability
FFL(AL) is the actuarial liability full funding limit defined under ERISA,
which is equal to the year-end value of the liability less the market value
of assets (excluding any contributions for the current year)
FFL(CL) is the current liability full funding limit defined under ERISA
NCOST is the normal cost at the beginning of the plan year
SCOST is the supplemental cost
CLIAB is the total current liability at beginning of plan year
CASST is the current value of assets at beginning of plan year

EXPAY is the expected benefit payment at the beginning of the plan.year
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R is the pre-retirement interest rate for current liabilities reported in

Schedule B

OR is the interest rate for all other calculated values.

Testing hypotheses 1 through 9 requires defining regions A and B.
However, since unadjusted L. and H are unobservable, regions A* and B* (as

shown below) are used as proxies for A and B, respectively.”

Region A*: If F < (L* + H*)/2

Region B*: If F > (L* + H¥)/2
Thus regions A and B are subsets of regions A* and B*, respectively. Two
dummy variables are now defined as:

If F belongs to A* then DUML = 1; = 0 otherwise;

If F belongs to B* then DUMH = 1; = 0 otherwise;

The dummy variables exclude instances where F = L = H, since it is impossible

7 The results do not change if A* is defined as region F < L* and B* is
defined as region F > H¥*,
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i

to predict managerial behavior in such situations.

4.2  Estimation of Adjusted Component of Interest Rate

The following technique, similar to Winklevoss’s (1993), is used for
estimating the interest rates. The interest rate assumption is set at a level
representing the expected return on the plan’s assets in future years.® The
interest assumption consists of three components: (1) a risk-free rate of return,
(2) a premium for investment risk, and (3) a premium for inflation. The sum of
(1) and (2) is the real rate of return and the sum of all three components is the
nominal rate of return.

The risk-free rate is the inflation-corrected annual return on an investment
whose principal and yield are completely secure. In a given year, all firms face
the same risk-free rate.”? The second component of interest rate is the

investment risk premium. This component depends on the current and future

% Both GAAP and ERISA require interest rates to reflect the expected rates
of returns on plan investments applicable to the periods for which payment of
benefits is deferred.

» This statement is true ex-post. Firms may have divergent beliefs ex-ante
about the risk-free and inflation rates. The analysis in this section is not affected
as long as the divergence of beliefs does not vary systematically across the
funding regions A and B.
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portfolios of plan assets. A premium for the current and expected future rate of
inflation is the last component of the interest rate. This premium alsc is a
constant, in a given year, for all the firms.

Pension plans investment policies depend upon the target rate of return,
risk tolerance, liquidity requirements, and need for diversification (required under

ERISA section 404(a)(1)(C)).*® The interest rate can, therefore, be estimated

with the following model:

REPORTED INTEREST RATE =
EXPECTED INFLATION RATE + EXPECTED RISK-FREE RATE +
EXPECTED INVESTMENT RISK PREMIUM + ADJUSTED

COMPONENT + ESTIMATION ERROR “)

Expected inflation and risk-free rates, which are constant in a year for all
firms, are estimated using dummy variables for each year.*' Expected investment

risk premium is the weighted average of expected risk premiums of individual

3 For a detailed discussion on the determinants of pension plan investment
policies see McGill and Grubbs (1989).

3 See footnote 29. The effect of divergence of beliefs regarding risk-free and
inflation rates will end up in the error term, as long as it does not show
systematic behavior across regions A and B.
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investment categories = L, w, v,, where p indexes the investment category, w,
is the proportion of total pension assets invested in category p [i.e., value of
investment in category p ( INV,) divided by total value of pension assets of the
plan (PA)], and v, is expected risk premium of investment category p and is
estimated using cross-sectional regression. The adjusted components have been
predicted for regions A and B in chapter 3 and are estimated with the help of
DUML, DUMH, and UFCPL. Equation 4 is, therefore, estimated by the

following cross-sectional OLS regression:*

R%, =ZL (o ¥R) +B ANRET, + %, {v, (INV,,/PA,)}

+ &k (UFCPL,, / PA,, ) + N\, DUML,, + \,DUMH,, + ¢,, (5)

where:
i indexes the defined-benefit, single-employer pension fund in the sample
t indexes the year
R* is the reported pre-retirement interest rate

YR is a dummy variable for each year in the sample

32 Since DUML = 1 for 19.02% of the observations used in the computation,
DUMH = 1 for 56.67%, and F = L*¥ = H* for the rest, the two sets of
intercepts (YR and DUM) used in equations 5, 6, and 7 are not exhaustive and
overlapping. As a result the equations are not over-specified.
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ANRET is the actual annual return on the investment portfolio in the
current year and is calculated as realized and unrealized gain (loss) on the
investments divided by the total pension assets of the plan®

UFCPL is the unfunded current pension liability and is equal to current

liability less current value of pension assets

a, 8, v, k, and \ are the regression coefficients

e is the error term in the regression.

Fourteen investment categories are considered in the estimation. The
selection is based on the aggregate investment pattern. 98.94 percent of the
combined pension assets of the sample firms are invested in these 14 categories.
The 14 investment categories are:

p = 1: accounts receivable less allowance for doubtful accounts

p = 2: interest-bearing cash (including money market funds)

p = 3: certificates of deposits
p = 4: U.S. Government securities
p = 5: corporate debt instruments (preferred)

p = 6: corporate debt instruments (all others)

p = T: corporate stocks (preferred)

3 This includes net gain (loss) on sale of assets, unrealized appreciation
(depreciation), net investment gain (loss), interest, and dividends.
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P = 8: corporate stocks (common)

P = 9: common/collective trusts

p = 10: pooled separate accounts

p = 11: master trusts

p = 12: registered investment companies

P = 13: insurance company general account (unallocated contracts)

p = 14: other Investments such as options, index futures, state and

municipal securities, etc.

Noninterest bearing cash, partnership/joint venture interests, real state
investments, petty loans, 103-12 investments, and employer related investments
account for the remaining 1.06 percent funds and are not included in the
estimation.

The independent variable ANRET is included to capture effects of the
distribution of assets within investment categories which are not reflected in the
variable INV,. For example, consider p = 8 (corporate common stocks). A firm
wanting a higher future return may invest in relatively riskier common stocks,
without affecting the overall investment in this category (INVy). Since riskier
investment will, on average, result in a higher annual return, ANRET will capture
this effect in equation 5.

Overall funded status does not significantly affect the current year’s
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contribution. Pearson’s correlation coefficients between UFCPL and (F - L) or
(F - H) are not significant, even at 10% level. Thus variables UFCPL and DUM
capture different effects in equations 5, 6, and 7.

The operational version of hypotheses 1, 2, and 7 can be written as:

Hi*: A\, >0
H2*: A, <O
H7*: « >0

Since R* is the expected return in future periods, it could reflect manager’s inside
information about future investment portfolios, different from the current
portfolio. To test this possibility, equation 5 is rerun with INV,, PA,, and ANRET,
replaced by INV,,,, PA,.,, and ANRET,,, respectively, and H1*, H2*, and H7*
tested again. If this is correct, N;, A,, and x should no longer be significant.
Future spot rates are known to vary systematically (see for example Fama
(1984) and Fama and Bliss (1987)). The term structure of interest rates is usually
upwards sloping. In other words, long rates of interest are higher than short
rates. Since R*,, is a long rate of interest, it may be more than the actual annual
return reported by the pension plan. However, given the investment portfolio,
the manager can objectively estimate the expected long rate of return from
forward rates. The cross-sectional regression coefficients of INV variables in
equation 5 should capture the effects of term structure of interest rates and the
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coefficients of DUML and DUMH should not be affected.

4.3 Estimation of Adjusted Component of Cost Method

To test hypotheses 3, 4, and 8 the following regression is estimated:*

LOGIT(METHOD,,,) =

Y, (o, YR, ) + v, IMETHOD,, + v, ( UFCPL,;, / PA,;,) + v; DUML,,,

+ v,DUMH,;, + ¢, (6)

where: j indexes the industry; METHOD is a dummy variable with value = 0,
if selected actuarial cost method is the accrued benefit (unit credit) method,
otherwise it has value = 1. 39.5% of the sample plans used the unit credit
method during the sample period; IMETHOD is the industry mean of METHOD
and is included to control for any industry specific practices in selecting the cost
method and as an anchor for evaluating the adjusted component of METHOD.
This method is similar to Holthausen, Larcker, and Sloan’s (1992) Industry Index

Model.

3 See footnote 32.
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In the above regression the dependent variable METHOD is a dichotomous
variable which has values 0 or 1. The predicted values from OLS regression can
lie outside the admissible range (0,1). Moreover, Maddala (1988) shows that
such regressions suffer from heteroskedasticity and the estimates of the slopes are
not efficient. To overcome these problems the LOGIT method is used for
estimation.

The testable hypotheses can be written as:

H3*: », < 0,
H4*: v, > 0,
H8*: v, < 0.

4.4  Estimation of Adjusted Component of Termination Rate

The following regression is estimated for testing the hypotheses on
termination rates (H5, H6, and H9):%
TRATE,;, =

L, (o YR,) + p, ITRATE,, + p, (UFCPL,,,/ PA,,) + p; DUML,;, +

nDUMH,;, + €, @)

3 See footnote 32.
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where: TRATE is the projected termination (withdrawal) rate of the plan reported
on Form 5500 (available on ERISA tapes for 1992 only); ITRATE is the industry
mean of TRATE and is included to control for any industry specific termination
practices and as an anchor for evaluating the adjusted component of TRATE. This
method is similar to Holthausen, Larcker, and Sloan’s (1992) Industry Index

Model. H5, H6, and H9 can now be tested as:

HS*: U3 > 0
H6*: pu, <0
Hg*: K2 > 0

4.4  Tests for Market Reaction

The hypothesis on market reaction is tested by event-study methodology.
If the ERISA disclosures contain price relevant information, the variance of
abnormal returns should increase around the date of public knowledge (the date
of receipt of Form 5500 and Schedule B at the DOL - these are included in the
ERISA tapes). Five event-windows (-22, -14), (-13, -5), (-4,+4), (+5, +13),
(+14, +22) and estimation period (-122, -23), relative to the ERISA disclosure

date, are used for the analysis. The following regression is first estimated
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RETl,r,l = al + Bl MRETM + el.r,l (8)

where:

i indexes sponsoring firms of the disclosing pension funds

r indexes day relative to ERISA disclosure date and runs from -122
to -23

t indexes the year

RET,,, is the return on common stock of firm i on day r of year ¢
(obtained from CRSP tape)

MRET,, is the value-weighted market index on CRSP for day r of year ¢

a, f, and ¢ are the regression coefficients and the error term respectively

Dimson (1979) and Scholes and Williams (1977) have shown that in the
presence of non-synchronous trading, OLS estimates of 3; in equation 8 are biased
and inconsistent. However, Brown and Warner (1985) point out that in event
study methodology the bias in 8, is compensated by a bias in ;. Therefore, the
corrective procedures prescribed by Dimson (1979) and Scholes and Williams
(1977) convey no clear-cut benefit in an event study and are not used in this
paper.

The estimated regression coefficients from equation 8 are used to estimate

abnormal returns (AR) in the five event windows as follows:
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AN
AR:,:.:P = (RET},:JP - - B MRET,.,” ()]

where s indexes the day in the p th event window. Let ¢, ,° be the variance of
AR (corrected for increase in variance due to prediction outside the estimation
period, using Patell’s (1976) technique) for disclosing firm i in event-window p
and let ¢, be the variance of error term e (from equation 8) for disclosing firm

i in the estimation period. Define mean standardized variance (MSV) for event-

window p as:
MSV, = (1/N)T, (0,,,/$,}) (10)

where N is the total number of observations used in the computation. If ERISA
disclosures have value relevant information, then MSV should be significantly
greater than one. In other words, ERISA disciosure should cause an increase in
the residual variance as the new information is impounded into stock price of the
announcing firm. The first component of hypothesis 10 can, therefore, be tested
as:
H10,*: MSV > 1 for event-windows (-4, -+4), (+5, +13) and
+(14, 22) and MSV = 1 for event-windows (-22, -14) and
(-13, -5)
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ERISA disclosures are "passive" since they do not appear in any newspaper
(unlike earnings announcements), nor are they mailed to the investors. On the
disclosure date Form 5500 is available for public inspection in the Public
Disclosure Division of the DOL. Substantial time may elapse before the market
actually receives and impounds the new information. As a result, the market
reactions in three post-disclosure event windows are examined.

To test the market’s efficiency in recognizing funding manipulations the

following regression is estimated:

CAR;, =
X, (o, YR,) + B, CHINT,, + 8, CHADJ,, + (3; CHADJL,,

+ B, CHADJH,, + ¢, (11)

where:
CAR,, = LAR,,, is the cumulative abnormal return for event window
(-4, +4)
CHINT,, = { (R*, - R*. )/ R*, }

CHADJ,, = { (ADJ,, - ADJ,;., ) / R, }

3 The results do not change when R*,,, is not used as a deflator for the
independent variables.
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CHADJL = CHADJ * DUML and CHADJH = CHADJ * DUMH

R* is the reported pre-retirement interest rate

ADJ is the adjusted component of R* = « ( UFCPL,, / PA;, ) + N\

DUML,, + \,DUMH,, (from equation 5)

If ERISA disclosures have value relevant information, then 8, will be
significantly different from zero. Increase in R* reduces reported current pension
liabilities (good news) resulting in positive abnormal returns and a positive g;.
Increase in ADJ implies a lower R (where R is the unadjusted interest rate such
that R* = R + ADJ or R = R* - ADJ). A lower R implies an actual current
pension liability which is more than the reported current pension liability (bad
news) and a negative 8,. In other words, an efficient capital market will adjust
its response to R* by the extent of adjustment (ADJ). An inefficient market will,
however, only respond to R* and 8, will not be significant.

A market which values manager’s actions resulting in lower taxes and
penalties will reward her accordingly. In other words, if a manager funding in
region A* increases ADJ in comparison to last year (that is if CHADJL > 0), the
market will reward her and S; will be greater than 0. Similarly CHADJH < 0
is a good strategy and the manager will be rewarded. Thus 8, will be less than
0.

The previous year’s R* and ADJ are used as random-walk expectations for
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the current year. These expectations should work well since firms do not disclose
fund specific pension information in their quarterly or annual financial statements.
Some firms may disclose pension information on individual pension plans, under
provisions of FAS 35. However, since FAS 35 is not mandatory, few firms issue
such reports. Thus, using random-walk expectations appears to be the most

feasible alternative.

Thus the last set of testable hypotheses can be written as:

H10,*: g, >0
H10:*: B, <0
H11,*: B; >0
H1lg*: B, <O
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CHAPTER 5

DATA AND SAMPLE SELECTION CRITERIA

Sections 104 and 4065 of ERISA and sections 6039(d), 6057(b), and
6058(a) of the IRC require each employer with an employee benefit plan (with
100 or more participants) to submit an audited Form 5500 to the IRS on or before
the last day of seventh month after close of the plan year.” Each defined-
benefit pension plan (subject to ERISA minimum funding requirements) must also
file Schedule B with Form 5500. This schedule describes the actuarial
assumptions used to determine costs for the plan and includes a facsimile of the
Sunding standard account. The IRS provides a copy of Form 5500 and Schedule
B to the Pension and Welfare Benefits Administration division of the DOL and
the PBGC. These Forms and Schedules are open to public inspection. The data
are available from the DOL under the Freedom of Information Act and my

sample is based on the 1990-92 data.*®

57 During the sample period, 57,592 firms filed reports for 144,174 funds.

3% Prior to 1990 the format of the ERISA tapes is different and several
variables used in the analysis are not available.
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For a pension plan to be included in the sample it must satisfy the
following criteria: (1) the fund is included on the ERISA tapes, (2) it is a defined-
benefit pension plan, (3) it is a single-employer plan, (4) there are non-missing
observations for at least one year, (5) the plan year ends on December 31, (6)
waiver of funding deficiency has not been approved by the IRS, (7) it was not
terminated during the plan year, and (8) it did not merge with other plans during
the plan year.

Defined-contribution plans are excluded from the sample since they are
always fully funded and motivation to manage contributions does not exist. Multi-
employer plans are also dropped from the sample since, in their case, it is
impossible to estimate the firm specific motivations to manage the statutory
funding limits. Only plans with a December 31 year end are included to align the
observations so that each fund faces the same inflation and risk free rate in a
reference year. Funds with funding deficiencies waived by the IRS have no
incentive to manage funding and are excluded from the sample. Merged and
terminated funds are also not included since the motivations of managers of such
funds are not clear. This gives the first sample for testing H1 through H9.

For the hypotheses on the market reaction, the following additional criteria
are imposed: (1) the fund is sponsored by a firm which is available on CRSP,
(2) the sponsoring firm has a December 31 year-end, and (3) there are no missing

observations on CRSP for at least one year.
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CHAPTER 6
EMPIRICAL RESULTS

6.1  Descriptive Statistics

Table 2 presents the population profile of pension plans reporting to the
DOL on Form 5500. 56.78% of the pension assets of such plans belong to
defined-benefit pension plans while 37.39% belong to single-employer plans.
Only 11.25% of plans are defined-benefit and single-employer and these form the
target population for drawing the sample. Table 3 describes the sample selection
procedure which results in sample with 18,199 observations (for 8,859 plans
sponsored by 6,254 firms). Due to incomplete information on the ERISA tapes
some plans cannot be identified as defined-benefit or single-employer plans.
Several consistency checks are performed to ensure that only clean data are
included in the sample, for example, sum of investments in different categories
should equal total pension assets; sum of employees in different vesting classes
should equal total employees in the plan, etc.

Tables 4 and 5 present the profile of pension plans in samples A and B,
respectively. The mean and median pension assets of sample plans are greater

than the mean and median pension liabilities, respectively. Thus the majority of
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sample pension plans are overfunded. On average, there are 1.42 pension plans
per firm with a mean age of 23 years.

Figures 4 and 5 show the cumulative distributions of funding around L*
and H*. 47% of the sample observations are clustered within $1,000 of these
two limits, showing that firms prefer to fund at either the minimum or maximum
statutory limits. This clustering supports the analysis in section 3.2, where L¥*
or H* are equilibrium solutions in 14 out of possible 26 scenarios. Table 5
shows the distribution of pension assets among fourteen investment categories.
Master trusts, insurance companies general accounts (unallocated contracts),
common/collective trusts, common stocks, and U.S. Government Securities are

the most popular investments and account for 74% of the assets.

6.2  Regression Diagnostics

Variables L* and H* are functions of R*, METHOD, and TRATE. Asa
result DUML and DUMH, which depend on L* and H*, may not be exogenous
in equations 5, 6, and 7. Presence of endogenous regressors causes OLS
estimates to be biased and inconsistent. Hausman’s (1978) specification error test
(see Appendix 2 for a detailed discussion) is conducted on equations 5, 6, and 7
to test for exogeneity. The test yields no significant endogeneity in equations 5
and 7. However, the variable (UFCPL / PA) is not exogenous in OLS version

of equation 6 (the null of exogeneity is rejected at 5% significance level; t =
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2.508; prob. > |t| = 0.0122). To avoid the ill-effects of endogeneity (biased
and inconsistent estimates), the predicted value of the variable (from equation 2.3,
Appendix 2) is used as an instrumental variable in the LOGIT estimation of
equation 6.

Collinearity can also be a problem in regressions with several variables,
specially dummy variables. Collinearity, when present, causes biased standard
errors and inefficient tests of significance. To test for collinearity, the condition
indexes and variance inflation factors (VIF) are calculated for each regression, in
accordance with the procedure discussed by Belsley, Kuh, and Welsch (1980,
p.93 and 112) and Warga (1989). The diagnostic procedure requires checking
high variance-decomposition proportions (VDP) for instances with condition
indexes exceeding 5. If two or more variables have high VDP (> 0.5) then
collinearity exists. Similarly if VIF > 10 then collinearty could be a problem.
The VDP, condition indexes and VIF are within the critical limits for all the
variables used in testing H1* - H11*. Therefore, collinearity is not a problem
in the estimations.

Outliers can have substantial effects on the regression estimation. Belsley,
Kuh, and Welsch (1980, p.20 and 28) suggest computation of the studentized
residuals and external scaling by truncating any observation which is more than
a standard deviation away from the mean studentized residual. The procedure is
performed on all the regressions. The results after truncation of outliers are

unchanged and hence outliers are not a potential problem in the estimations.
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Chow’s (1980) test is also conducted to confirm that regression
coefficients are stable across time. The null hypothesis of stable coefficients is
not rejected at 5% significance level for equation 5 (F = 1.108; F;.q = 1.510).
Since this test can only be performed on OLS regressions, LOGIT regression 6
is not tested. Equation 7 is also not tested, because data for this equation is
limited to one year, 1992,

Heteroskedasticity occurs when errors in a regression do not have a
constant variance and the least squares estimators, though unbiased, are inefficient
and the estimates of standard errors are biased. Thus the tests of significance are
invalid. White (1980) has suggested a test for heteroskedasticity and also
prescribed procedures for computing the heteroskedasticity corrected standard
errors. White’s (1980) test rejects the null of homoskedastic errors for equations
5 and 7 (at 1% significance level) and for equation 11 (at 5% significance level).
The heteroskedasticity corrected standard errors have, therefore, been reported

for these equations.
6.3  Estimation Results

Description of variables used in the analysis appears in table 7. Results
of regression equation 5 are shown in table 8. The coefficient of DUML is

positive at 1% significance level (t = 4.70; prob. > |t| = 0.0000). Thus

significant adjustments of R takes place in region A*. Similarly, coefficient of
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DUMH is negative at 1% significance level (t = -9.40; prob. > |t| = 0.0000).
Coefficient of (UFCPL / PA) is significant (at 5% level; t = 3.00; prob. > |t|
= 0.0081) in the predicted direction. Thus, the results support H1*, H2*, and
H7*. The results do not change when equation 5 is rerun with INV,,;, PA,,,, and
ANRET,,, instead of INV,, PA,, and ANRET,. Future investment portfolios also
do not explain the significance of the coefficients of DUML and DUMH. The
means of adjusted components of R* (ADJ) in regions A* and B#* are equal to
0.05030 and -0.08339, respectively.®®  All the other nineteen regression
coefficients are positive, as expected, and thirteen of them are significantly
different from zero.

Table 9 presents LOGIT estimates of regression equation 6. DUML
(DUMH) is negative (positive) at 1% significance level with Wald Chi-square =
65.9103 and prob. > Chi-square = 0.0001 (Wald Chi-square = 80.4302 and
prob. > Chi-square = 0.0001). (UFCPL / PA) is not significant. The results
support H3* and H4* but not H8*, Thus, firms use choice of actuarial cost

methods to further adjust statutory funding limits and minimize federal penalties.

% Using results of Bulow (1979) and Treynor, Regan, and Priest (1976), the
adjustments by sample firms in region A* (region B*) result in masking of an
estimated $280 million ($1.44 billion) deficit (surplus) contribution annually.
Since the sample comprises about 6% of all defined-benefit pension plans in the
U.S.A., the corresponding estimates for the entire economy would be much
higher. It should, however, be pointed out that these estimates are based on
several assumptions and simplifications and should be interpreted with caution.
The actual computations are very complex and require information not disclosed
on Form 5500 or Schedule B.

62

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



In region B*, firms are 18.27% more likely to use conservative actuarial cost
methods, which result in higher pension liabilities and maximum-tax deductible
contributions, than in region A%,

Estimates of equation 7 are shown in table 10. DUML (DUMH) are
positive (negative) at 10% significance level (in a one-sided test) with £ = 1.3824
and prob > ¢ = 0.08345 (¢ = -1.3779 and prob < ¢ = 0.0841). Thus,
managers mask over (under) funding and minimize federal penalties by projecting
significantly higher termination rates in region A* in comparison to region B*.
Significantly positive coefficients of IMETHOD and ITRATE, in equations 6 and
7 respectively, imply existence of industry specific preferences for actuarial cost
methods and termination practices.

The results of the standardized variance tests are reported in Table 11.
The MSVs for the periods (-22, -14) and (-13,-5) are not significantly different
from 1 and for periods (-4, +4), (+5, +13), and (+14, +22) are significantly
greater than 1 at 1% significance level, as predicted in H10,*. Figure 6 shows
the plot of MSV against time. MSV > 1 after the disclosure date showing that
value relevant pension information is arriving in the market.

Regression equation 11 estimates are presented in Table 12. S, is

significantly positive {at 10% level; t = 1.906; prob. > |t| = 0.0567). Thus,

40 This is calculated with the help of LOGIT probability density function.
Thus:

Probability (METHOD = 1) = {& /(] + &)}
where z is the predicted value from equation 6.
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an unexpected increase in interest rate of a pension plan from 5% to 6% causes
an abnormal return of 1.7% (= 8.5 x {6-5} / 5) in the stock of the sponsoring
firm, in a nine day period around the disclosure date. However, the market is
not efficient in seeing through the manipulations of the interest rate, since 3, is
not significant (t = 1.217; prob. > |t| = 0.2236). The results support H105*
but not H10.*. B, is not significant (¢t = -0.662; prob > |t| = 0.5080) but 8,
is significantly less than zero (t = -1.987; prob > |t| = 0.0469). The market
appears to reward managers for adjustments in region B* but not in region A¥*,
Thus H11,* is not supported but H11,* is.

Kendall’s (1943, p. 347) test is also conducted to see if the null of p(CAR,
AR*) = p(CAR, AR) is rejected, where R = R* - ADJ, is the unadjusted interest
rate. The test yields a Z-statistic of 0.419 and the null is not rejected, further
confirming that market is inefficient in adjusting for the manipulations in the

reported interest rates.
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CHAPTER 7

CONCLUSIONS

This dissertation represents the first attempt to examine empirically the
management of contributions to defined-benefit pension plans with the help of a
new data base, the ERISA tapes. The manager’s incentive to manage pension
funding, federal penalties and taxes is analyzed. The manager is shown to be
better off by under-reporting the minimum statutory funding limit when the
contribution is less than the limit and over-reporting the maximum statutory
funding limit when the contribution is more than the limit. Federal revenue and
employee welfare are adversely affected by such managements.

Disclosures under ERISA on Form 5500 and Schedule B are used to
empirically test the hypothesized management of pension contributions. Such
tests cannot be conducted with aggregated data for the firm, but are possible with
the new data since the heterogeneity of manager’s funding decisions for individual
plans is preserved.

Ordinary Least Squares and Logit regressions are run to test the

hypothesized management. While selecting R* and TRATE, the coefficients of
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DUML (DUMH) are significantly positive (negative). This implies that managers
adjust R* and TRATE upwards (downwards) when funding in region A* (region
B¥). Similarly the coefficient of DUML (DUMH) is negative (positive) when
choosing the actuarial cost method. In other words, managers prefer to use less
conservative cost methods in region A¥ in comparison to region B¥. The results
of the study confirm that managers use actuarial assumptions to manage pension
contributions and minimize federal penalties and taxes. The tests on the
coefficients of the variable (UFCPL / PA) further confirm that the manager
projects a smaller unfunded pension obligations to maximize the value of her firm
and projects a smaller overfunded pension obligation to maximize tax advantage
of early funding.

The study also examines market response on disclosure of adjusted pension
information. Market response on disclosure of adjusted pension information was
hitherto an unresolved research issue. Daley (1984) did not find evidence of
market reaction to discount rates, whereas Feldstein and Morck (1983) report
such evidence. This paper provides evidence of market response to ERISA
disclosures and market’s inability in detecting and correcting for the adjustments
to the actuarial assumptions. Market inefficiency could be one answer.
However, model misspecification, measurement error in ADJ, or data

unavailability at the time of disclosure could also be possible reasons. Further
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investigation is required to ascertain the exact cause.

The dissertation addresses issues that are important for the following
reasons. Employers contribute several billion dollars annually to fund defined-
benefit pension plans. A major portion of these contributions are tax-deductible
under provisions of ERISA and the IRC. Law makers and law enforcers are
interested in discovering and preventing funding adjustments that may result in
the reduction of U.S. tax revenue by several billion dollars without the stipulated
benefits accruing to society. Employees are also interested in any managerial
decisions affecting their pension plans, since the plans are a major source of post-
retirement income. Underfunding of a pension plan can hurt employees if the
plan is terminated, despite the insurance provided by PBGC.

The empirical tools used in the paper provide a means to actuaries,
auditors, employees, investors, and the IRS for identifying plans most likely to
report funding limits based on unrealistic actuarial assumptions. The stability of
regression slopes across time makes such identification reliable. Increased
vigilance in such cases can reduce the chances of funding adjustments and their

associated effects.
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TABLE 1

OPTIMAL SOLUTIONS TO MANAGER’S COST FUNCTION

CONDITIONS F L* H* COST AT EQUILIBRIUM
F"‘SL* a>b>0 F° L-1 H alL* + (b - a)F™
F* < L* a>0>b F L-1 H aL* + (b - a)F™
F’“SL* b>a>0 0 L-1 H aL¥
F < L* a=b>0 {0, F1 L-1 H aL*

L* < F® < H* a>b>0 L* L-1 H bL¥
L* < F™ < H* b>a>0 0 L-1 H alL¥
L* < F® < H* a=b>0 [0, L*] L-1 H aL*
F‘“;H‘ c>b>a>0 0 L-1 H aL*
F“‘}H" b>c>a>0 0 L-1 H alL*
F";H* b>c>a>0 0 L-1 H alL¥
F= > H* b>a>c>0 0 L-1 H alL*
F* > H* c>a>b>0 L* L-1 H bL*
F* > H* a>c>b>0 L* L-1 H bL*
F* > H* a>b>c>0 L= L-1 H bL*
F* > H* c>b=a>0 [0, L*] L-1 H aL*
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TABLE 1 (CONTINUED)

CONDITIONS F L* H* COST AT EQUILIBRIUM
F* > H* b=a>c>0 [0, L*] L-1 H alL*
F" > H* c>a>0>b bl <c H* L H+h -lb/H*
F* > H* a>c>0>b |b] <c H* L H+h -|bJH*
F* > H* c>a>0>b |b] =c [H*F L H+h -|blH*
F" > H* a>c>0>b |b] =c [H*, FY L H+h -|bJH*
F* > H* c>a>0>b {b] >c F L H+h +|b]-c)F*-cH*
F > H* a>c>0>b |b] >c F L H+hk A|b]-c)F"-cH*
L* < F* < H* a>0>b F L H -|p|F™
L* < F® < H* a>b=0 [L*, F] L H 0
F* > H* c>a>b=0 [L*, H¥] L H g
F" > H* a>c>b=0 [L*, H*] L H 0
Where
)3 maximum funds available with the firm
F current year contribution to the defined-benefit pension plan
L minimum required contribution under ERISA
H maximum tax-deductible contribution under IRC
L* & H* adjusted values of L & H reported on FORM 5500
1&h largest adjustments to L & H that go undetected and unpenalized
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TABLE 2

POPULATION PROFILE

TYPE OF PENSION PLAN PERCENTAGE OF TOTAL PERCENTAGE OF TOTAL

PLANS REPORTING TG PENSION ASSETS OF
DOL SUCH PLANS

Welfare or fringe benefit 41.40 232
Defined-benefit 21.98 56.78
Defined-contribution 35.69 39.62

- Other 93 1.28

=)
Total 100.00 100.00
Single-employer 67.55 37.39
Multi-employer 2.64 8.41
Other 29.81 54.20
Total 100.00 100.00
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TABLE 3

SAMPLE SELECTION

SELECTION CRITERION OBSERVATIONS PENSION PLANS FIRMS
LOST LEFT LOST LEFT LOST LEFT
SAMPLE A
Total on ERISA tapes 386,489 144,174 57,592
Defined-benefit and single employer plan 352,173 34,316 127,960 16,214 45,891 11,701
Non-missing observations for at least 1 yr. 8,711 25,605 3,521 12,693 2,425 9,276
9 Plan year ending on 12/31 6,709 18,896 3,567 9,126 2,868 6,408
= No funding deficiency waiver 23 18,873 3 9,123 0 6,408
Plan not terminated 205 18,668 121 9,002 84 6,324
Plan not merged 469 18,199 143 8,859 70 6,254
SAMPLE B
Data on CRSP for at least 1 yr. 16,172 2,027 7,907 952 5,942 312
Note:

The 6,254 firms in the sample belong to 255 industries (identified by four digit SIC codes) ard the 312 firms in Sample B belong

to 101 industries.
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TABLE 4
PROFILE OF SAMPLE A PENSION PLANS

ATTRIBUTE MEAN STD. MIN. FIRST MEDIAN THIRD MAX.
DEVN. QUARTL. QUARTL.
Pension assets $23.0 mill. $265 mill. $2 $1.53 mill. $4.02 mill. $11.67 mill.  $24.12 bill.
Pension liabilitics $17.0 mill. $150 miil. $9380 $1.22 mill. $3.06 mill. $8.83 mill. $13.17 bill.
Interest rate (Pre) 854 % 0.524 2% 8 % 9% 9% 10 %
Interest rate (Post) 8.54 % 0.505 4 % 8 % 9% 9% 10 %
Total participants 1168 5078 100 198 388 950 436,279
Employer contribution $0.71 mill. $5.4 mill. S0 $0 $83,002 $362,700 $0.42 bill.
Minimum reqd. contr. $28.05 mill. $2.28 bill. $0 $0 $23,451 $0.25 mill. $232 bill.
Max. tax deduct. contr. $29.34 mill. $2.28 bill. $0 $0 $62,506 $0.42 mill. $232 bill.
Benefit payments $1.25 mill. $11.53 mill. $0 $48,219 $168,805 $563,740 $1.1 bill.
No. of plans per firm 1.42 1.62 1 1 1 1 47
Age of plan 23 years 13 years 1 yeer 13 years 22 years 33 years 85 years
Termination rate 42% 2.25% 1% 2.5% 4% 5% 10%

Note: Interest rate (Pre/Post) is the actuanal interest rate for pre-/post-retirement period. Total participants includes active, retired, separated,
and deceased participants whose dependents are receiving or entitled to receive benefits. Less than 10% of the sample firms sponsor more than

onc pension plan. Age of the plan is as on 12/31/92.
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TABLE §
PROFILE OF SAMPLE B PENSION PLANS

ATTRIBUTE MEAN STD. MINIMUM  FIRST MEDIAN THIRD MAXIMUM
DEVN. QUARTILE QUARTILE
Pension assets $67.2 mill. $587 mill. $11,279 $2.21 mill. $6.92 mill. $32.06 mill.  $24.12 bill.
Pension liabilities $48.2 mill. $340 mill. $28,770 $1.76 mill. $5.50 mill. $24.25 mill.  $13.17 bill.
Interest rate (Pre) 8.67 % 0.467 6% 8% 9% 9% 10%
Interest rate (Post) 8.67 % 0.466 6% 8 % 9% 9% 10 %
Total participants 2470 11,717.12 100 2717 597 1,937 436,279
Employer contribution $1.70 mill. $13.5 mill. $0 $0 $44,997 $411,433 $0.42 bill.
Benefit payments $3.80 mill. $27.9 mill. $0 $71,283 $328,883 $1.69 mill. $1.1 bill
Sponsoring firm’s risk 0.77 0.67 -4.90 0.38 0.76 1.10 3.93
Sponsoring firm's MV $2.9 bill. $8.8 bill. $2.0 mill. $157.6 mill. $708.0 mill. $2.0 bill. $78.1 bill.
Note:

Interest rate (Pre/Post) is the actuarial interest rate for pre-/post-retirement period. Total participants includes active, retired, separated, and
deceased participants whose dependents are receiving or entitled to receive benefits. Risk is the systematic risk from a CAPM model and MV is

the market value,
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TABLE 6
ASSET ALLOCATION PROFILE OF PENSION PLANS IN SAMPLE A
[Figures are (value invested/total value of pension assets) x 100]

INVESTMENT CLASS MEAN STD. DEVN.
Accounts receivable 3.29% 7.59%
Interest-bearing cash 4.42% 13.99%
Certificates of deposits 0.75% 6.23%
U.S. Government sccurities 7.61% 16.68%
Preferred corporate debt 1.09% 6.08%
Other corporate debt 3.03% 9.76%
Preferred corporate stock 0.26% 3.26%
Common Corporate stock 9.57% 19.24%
Common/collective trusts 9.98% 27.08%
Pooled separate accounts 6.03% 20.57%
Master trusts 34.27% 46.04%
Registered investment Co. 2.75% 14.20%
Insurance companies 12.45% 29.21%
3.44% 15.04%

Other investments




TABLE 7
VARIABLE DEFINITIONS

VARIABLE

DEFINITION

L*
PRFDEF
NCOST
AMORTCH
INTCH
ADDCH
LATECH
PRCRBAL
AMORTCR
INTCR
MISCR
H*

UcL
FFL(AL)

FFL(CL)
NCOST
SCOST
CLIAB
R*
CASST
OR

YR
ANRET
PA

Minimum required contribution reported under ERISA and IRC

Prior year funding deficiency (if any)

Normal cost at the beginning of the plan year

Amortization charge on funding waivers and amounts other than waivers
Interest on PRDEF, NCOST, and AMORTCH

Additional funding charge, if applicable

Additional interest due to late quarterly contributions

Prior year credit balance, if any

Amortization credit

Interest on PRCRBAL and AMORTCR

Miscellaneous credit on waived funding deficiency etc.

Maximum tax deductible contribution reported under IRC

Unfunded current liability

Actuarial liability full funding limit defined under ERISA. It is equal
to the year-end value of the liability less the market value of assets
(excluding any contributions for the current year)

Current lability full funding limit defined under ERISA.

Normal cost at the beginning of the plan year

Supplemental cost

Total current liability at beginning of plan year

Reported pre-retirement interest rates

Current value of assets at beginning of plan year

Interest rate for all other calculated values

Dummy variable for each year in the sample

Annual return on the investment portfolio in the current year

Total value of the pension assets of the fund
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TABLE 7 (CONTINUED)

VARIABLE DEFINITION

INV Value of the investment in a particular type of investment by the fund

EXPAY Expected benefit payment at the beginning of the plan year

DuM Dummy variables defining the location of the funding with respect to
the minimum and maximum funding limits

UFCPL Unfunded current pension liability

METHOD Dummy variable with value = 0 if selected actuarial cost method is the
accrued benefit (unit credit) method, otherwise it has value =1

IMETHOD Industry mean of METHOD. This variable controls for any industry
specific practices in selecting the cost method

TRATE Projected termination rates

ITRATE Industry mean of TRATE. This variable controls for any industry
specific termination practices

ADJ Adjusted component of the reported interest rate

MSsv Mean standardized variance

CAR Cumulative abnormal return in the event window (-4, +4) around the
date of ERISA disclosure

MV Market value of the firm sponsoring the disclosing pension plan, on
close of day -5 relative to disclosure date

R Unadjusted interest rate = R* - ADJ
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TABLE §
REGRESSION ESTIMATES

R, =% (o YR) + B ANRET, + X, { v, (INV,, / PA,) }
+ x (UFCPL,, / PA,, )+ \, DUML,, + \,DUMH,, + ¢,,

Coefficient  Variable Estimate Std-Error t Prob > |t]
oo YRy 8.3607 0.0694 120.60 0.0000 *
a YR, 8.3866 0.0689 121.75 0.0000 *
- YR, 8.1913 0.0691 118.54 0.0000 *
8 ANRET 0.0113 0.0144 2.9 0.0134 *x
v INV,/PA 0.2520 0.0843 2.9 0.0028 *
s INV,/PA 0.1970 0.0737 2.67 0.0075 **
s INV,/PA 0.0174 0.0924 0.19 0.8502

Ve INV,/PA 0.1277 0.0737 1.73 0.0831

s INV,/PA 0.3522 0.0943 3.73 0.0002 *
T INV,/PA 0.0198 0.0854 0.23 0.8164
1 INV,/PA 0.1227  0.1325 0.93 0.3543

s INV,/PA 0.2905 0.0736 3.95 0.0001 *
L INV,/PA 0.2396  0.0703 3.41 0.0007 *
Yo INV,JPA  0.0820 0.0694 1.18 0.2372
i INV,/PA  0.3969 0.0602 5.73 0.0000 *
Y1 INV/PA 02615 0.0744 3.51 0.0004 *
Yis INV,,/PA 0.0543 0.0702 0.77 0.4392
e INV,,/PA 0.2359 0.0734 3.21 0.0013 *
x UFCPL/PA  0.0003 0.0001 3.00 0.0081 **
N DUML 0.0503 0.0107 4.70 0.0000 *
A DUMH -0.0837 0.0089 -9.40 0.0000 *
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TABLE 8 (CONTINUED)

where
Number of observations = 18,199, adjusted-R? = 0.9966, F = 254,113, and prob > F = 0.0001.

The reported standard-error is the White’s (1980) heteroskedasticity corrected standard-error (the
null of homoskedasticity is rejected at 1 % significance level).

i indexes the defined-benefit, single employer pension fund in the sample

t indexes the year

p indexes the type of investment into which the pension assets are
distributed

p=1 Accounts receivable less allowance for doubtful accounts

p=2 Interest-bearing cash (including money market funds)

p=3 Certificates of deposits

p=4 U.S. Government securities

p=35 Corporate debt instruments (preferred)

p=2~6 Corporate debt instruments (all others)

p=1 Corporate stocks (preferred)

p=28 Corporate stocks (common)

p=9 Common/collective trusts

p=10 Pooled separate accounts

p=1 Master trusts

p=12 Registered investment companies

p=13 Insurance company general account (unallocated contracts)

p=14 Other investments

R is the reported pre-retirement interest rate

YR is a dummy variable for each year in the sample

ANRET is the annual return on the investment portfolio in the current year

INV is the value invested in a particular type of investment by the fund

PA is the total value of the pension assets of the fund

a, B, v, x, A are the regression coefficients
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DUML, H

UFCPL

ok

TABLE 8 (CONTINUED)

are dummy variables for each of the regions F < (L* + H*)/2 and
F > (L* + H®*)/2, where F is the employer’s contribution to the
pension fund, L® is the reported minimum required contribution, and
H* is the reported maximum tax-deductible contribution.

is the unfunded current pension liability and is equal to current liability
less current value of pension assets

is the error term in the regression

implies significance at 1% level.

implies significance at 5% level.
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TABLE 9
LOGIT REGRESSION ESTIMATES

LOGIT(METHOD,;,) = X, ( &, YR) + v, IMETHOD,, + v, ( UFCPL,, / PA,,, )
+ v, DUML;, + »,DUMH,;, + ¢,

Coefficient Variable Estimate Std-Error Wald x*  Prob > »*
gy YRo -2.3730 0.0786 911.0567 0.0001*
ol YR,, -2.3399 0.0779 902.8613 0.0001*
ay, YR;, -2.3765 0.0795 894.6681 0.0001*

¥, IMETHOD 4.4879 0.1145 1536.4998 0.0001*

v, UFCPL/PA -0.00036 0.00045 0.6324 0.4265

Vy DUML -0.3924 0.0483 65.9103 0.0001*

vy DUMH 0.3494 0.0390 80.4302 0.0001*

where

Number of observations = 18,199, Hosmer and Lemeshow goodness-of-fit statistic = 26.396 (p
= 0.0009). Hausman's (1978) test results in the rejection of the null hypothesis of exogeneity for
variable (UFCPL/PA}. Predicted value of the variable (from reduced form regression equation

2.3, Appendix 2) is used as instrumental variable for the estimation.

i
t
Jj
YR
METHOD

IMETHOD

indexes the defined-benefit, single employer pension fund in the sample

indexes the year

indexes the industry

are dummy variables for cach year in the sample

is a dummy variable with value = 0 if selected actuarial cost method is the

accrued benefit (unit credit) method, otherwise it has value =1

is the industry mean of METHOD. This variable is included to control for any

industry specific practices in selecting the cost method and as an anchor for

cvaluating the extent of adjustment
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TABLE 9 (CONTINUED)

a, »y are the regression coefficients

DUML, H arc dummy variables for each of the regions F < (L* + H*)/2 and F >
(L* + H*)/2, where F is the employer’s contribution to the pension fund, L*
is the rcported minimum required contribution, and H* is the reported

maximum tax-deductible contribution.

UFCPL is the unfunded current pension liability and is equal to current liability less
cerrent value of pension assets

PA is the total value of the pension assets of the fund

€ is the error term in the regression

*

implies significance at 1% level
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TABLE 10
REGRESSION ESTIMATES

TRATE,, = L, (o, YR) + p ITRATE,, + p, (UFCPL,;,/ PA,;,)

+ uy DUML,, + p, DUMH, + ¢,

Coefficient  Variable Estimate Std-Error t Prob > |t|

[P YR, 0.112205 0.1988645 0.5642 0.5727

I ITRATE 0.994289 0.0443846 22.4017 0.0000*

'3} UFCPL/PA 0.000160 0.0000139 11.5108 0.0000%

s DUML 0.172749 0.1249643 1.3824 0.1669%**

[y DUMH -0.118808 0.0862223 -1.3779 0.1682%*x
where:

Number of observations = 3,716 (data is available only for 1992), adjusted-R? = 0.7987, F =

2,950, prob > F = 0.0001, The reported standard-error is the White's (1980) heteroskedasticity

corrected standard-error (the null of homoskedasticity is rejected at 1% significance level).

i

t
J

YR
TRATE
ITRATE

o, p
DUML, H

indexes the defined-bencfit, single employer pension fund in the sample
indexes the year

indexes the industry

are dummy variables for each year in the sample

is the termination rate

is the industry mean of TRATE. This variable is included to control for any
industry specific effects and as an anchor for evaluating the extent of
adjustment in TRATE

are the regression coefficients

arc dummy variables for each of the regions F < (L* + H*)/2 and F > (L*
+ H*)/2, where F is the employer's contribution to the pension fund, L* is the
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TABLE 10 (CONTINUED)

reported minimum required contribution, and H* is the reported maximum tax-
deductible contribution.

is the unfunded current pension liability and is equal to current liability less
current value of pension asscts

is the total value of the pension assets of the fund

is the error tcrm in the regression

implies significance at 1% level

implies significance at 10% level in a one-sided test
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TABLE 11

STANDARDIZED VARIANCE TEST

EVENT WINDOW MEAN t (HO: MSV = 1) PROBABILITY > |t]
STANDARDIZED
VARIANCE
(MSV)

(-22, -14) 1.03500 0.74683 0.45539

(-13, -5) 0.98381 -0.34484 0.73031

(4, +4) 1.17660 2.79675 0.00529 *

(+5, +13) 1.18875 3.20935 0.00138 *
(+14, +22) 1.23972 3.85260 0.00013 *

Where:

Event window is relative to ERISA disclosure date.

MSV = (1/N)E(02/ ¢;%); where ¢ is firm i’s variance of prediction errors (corrected for variance increase due to prediction outside the estimation
period using Patell’s (1976) technique) in the event window; ¢,2 is firm i's variance of residuals (from CAPM) in the estimation window (-122, -23);
and N is the total number of observations used in the computation.

* implics significance at 1% level



TABLE 12
REGRESSION ESTIMATES

CAR,, = L, («, YR) + B, CHINT,, + 8, CHADJ,, + B, CHADJL,, + 8, CHADJH,, + ¢,

Coefficient  Variable Estimate Std-Error t Prob >
[¢f

gy YRy, 0.1042 0.00000 28,931 0.0000 *
oy, YR, 0.0044 0.00199 2.211 0.0270 *+*
o YR, -0.0021 0.00279 -0.770 0.4401

B, CHINT 0.0850 0.04459 1.906 0.0567 ***
8, CHADJ 1.3143 1.07981 1.217 0.2236

B; CHADJL -0.7497 1.13243 -0.662 0.5080

By CHADIJH -2.3751 1.19528 -1.987 0.0469 ***

where number of observations = 1,077,adjusted-R? = 0.0200, F = 4,139, and prob > F =
0.0002. White's (1980) test rejects the null of homoskedasticity at 5% and the heteroskedasticity
corrected standard-errors are reported.

i

t

a, 8, clc.
CAR

YR

R*
CHINT,
CHADJ, ,
ADJ

DUML, H

UFCPL

PA
CHADJL
CHADJH

€
*

*kk

indexes the defined-benefit, single-employer pension fund in the sample B.
indexes the year.

are the regression coefficients.

is the cumulative abnormal return from CAPM for the period -4 to 4 relative
to the date of ERISA disclosure.

are dummy variables for each year in the sample.

is the reported pre-retirement interest rate.

= (R%,- R%,, )/ R%,,

= (ADJ;, - ADJ, ;) / k¥,

= x (UFCPL / PA) + )\, DUML + )\, DUMH is the manipulated component
of R*

are dummy variables for each of the regions F < (L* + H*)/2 and F > (L*
+ H*)/2, where F is the employer's contribution to the pension fund, L* is the
reported minimum required contribution, and H* is the reported maximum tax-
deductible contribution.

is the unfunded current pension liability and is equal to current liability less
current value of pension assets,

is the total value of the pension assets of the fund.

= CHADJ * DUML

= CHADJ * DUMH

is the error term in the regression,

implies significance at 1% level

implies significance at 10% level
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FIGURE 2
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FIGURE 4

CUMULATIVE DISTRIBUTION AROUND (7
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FIGURE 5

CUMULATIVE DISTRIBUTION AROUND H'
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“orm 500 119911

Suge 2

8c

Cther zian ‘eatures (if vou creck 20x (1) or £2), inacn Screcue 2 :Fam 3300 (1) — 55CP 2 averaged ZSCP
:3’}‘%)“’“5‘031'“-0“6:90 acczunt zlan  /4) — Sensian olan manmanec Jutsice e United States

{5} Master Tust (see insTucoNs) {6) _ 103-32 :nvestment sy -see mswucons)

{7) —. Common/colecave Tust 3)

— Proleg saparalg acssunt

d Single-2moiayer plans enter e '3x ¢2ar 20 of "N SMOIOVAr A =MmCh TS N vear 2005 B \onm ;.= Jay v .. Vear —‘l iYas, No
a s ‘ha smoioyer a memosr o in arfiliated service groua? | Coe L :
{ _Coes dus olan contan 1 3asn Ir eiemeq arancemaent “esc'wbec in C.:cemcaon 0tk )
7 Numoer of parucicants as ot Si@ 2na Of Mha £lan v/ear weifare oans comoietd enty aid), 2, g, agd 2k ?
a Acuve sarucipantsy?) Numcer “ily vested. . . . . . . . . . . . i‘l’.l__:l_
{2} Numcer zarmally vested
{3) Numcer ~onvested .
4) Towl . .
b Reursc or separatec sarucisants 'nceﬂnnq benents
¢ Aeurec or separated JWTCICANTS 2nTNed 0 future cerers
d Suptortal (agd agé), b, ang ¢, -
a Ceceasec camcipants wnose ceneficianes are 'ecmvm:; or are —:mxﬂec 0 eceve oenem:x
f ot facddande). . . . . .
g Numgoer of parocipants with accsunt salances (Dennec "enem ..lam QO NOT =hnten m'ﬂ lrne |tem ) i
h 1) Was any oaracnantls) secaratag ‘rom service ‘M a Sefemec vested Senefit ‘or wich a Scnedule SSA %15?_'_"2_
Form 3500) is required 10 e aracnea 0 s ‘orm? iSee insoucuons), . P 1 (D1
2) lf “Vgs," =mter the numoer 5% senarated SAIGEANTS reauiIrnd (0 08 reoartaa b
8a Was dus olan amengea in tis Sian year or any cnor =ian year? f “No." 300 iem9a . . . . . . , iBaihs i
b f ais “Yes,” anter the qate he mMCST recent amencment 'vas acopted. » Maont....... Day........ Year.......
!f *he aate in b3 in the pian vear lor ‘wnicn this returr/recart is Hlea, Somotete ¢ Jwough f %
¢ Dia any amenament :mnng the current ptan year resuit in e regoacive recuclon of accruea benetits for h f %
any camcipants? . . L oLe
d Olg any amenament aunnq the cument ;alan year arovice former stmlayeﬁs ‘At an acditional allocaton i i | 7
or accrual s vear? | . d
o Dunng s ptan vear dig any amencment change The utiormancn contamed in e 'arest summary olan 7 \ : %
3esenpuons or summary cescrounon of mogificaucns zvalapie at the ame af amenamem? . . [ ,
t it @13 “Yes,” has a summary g1an S8sciouon of summary cescnoton of mooficanons that reflects me olan Z Z
amendments refered 10 'N A ceen Soth fumisteg 10 Zarcsants ana fleg wth he Department of Lanor? [ )
9a 'Nas tus olan terminated qunng s Stan year or any Snor 31an year? Y *Vex,” saer e year b, 7T, ! 8 . L
b 'Were all ;1an assets either CiSNDUIed (0 PArUCIDANTS OF Senaficianes. TINSIBNEA ta angther .,san or Urougm ; f %
unger *he control of PBGC?. . : b '
¢ Was a resolupon io terminate nis *lan acoptea aunng ':ns alan yem‘ ar aﬂy pnor :mn yea(’ L., L, Let Ce
d If aorcis "Ves.’ have you receivea a javorable cetermunauon latter from IRS ior <he termunation? . . . g
s It dis "No,* has a deterrminanon .2tter seen requested from IRS? . . . 'I._.‘!_:____
{ ifaorcis ‘Yes,' have parncioants ang cenefictanes cesn nenfieq of the tymmadon ormo cruoosea termmauon? L .
g If a1 "es” and the olan 15 coverec v PEGC, i3 the olan conunuing to file a PSGC Form 1 and pay oremums I%%%% %%z %/;//’
unt the 2nd of the plan year :n ‘wnICT assets any GISTICULed SF Brougnt wnaer the contol of PBGC? . . .9
h Ounng this olan year. aid any Tust Z55ats revert {0 the emosover “or ‘wmen the Coce secaon 4980 excrse tax is dua? | h :
i fhis *Yes," soter the amount of sax daia wrth vour ~z=rm 5330 > 3 W
10a In this 3tan year. was is glan Terged or CONSONC2TEQ 10 INOTNEr AW, OF ‘WO assets of uamhdes —_
sransiemed to anomer planis)? 't “No,” go o item . es \,2/
If “Yes,” :cenufy other plants) ; c -'nmayer mﬂmon numoec\s) d Plan numoerts)
b Name af D1anIS) P . ..cvvuimrnirireiniiciiiineiineeearaes [ , P S cemnenneen
'
o ea? . ) . o “Yes _.No
11 Zmer he olan ‘undmg arrangement ccae from oage 3 ¢r e | 12 Sater the cian cenerit arrangemesn coge rom 8 3 of
‘nsgucaons . . . > i hasguctons %Z
13a !s ‘his a olan 23tablishec or MARTAINEC SUSUANT W0 oNe <r Mora collecIve Samanng agreements?,
b !t a1 "Yes.' enter che aporopriate six-3iGIt LM aumberts; 31 e s00nsonng .au(gr organation{s) (see mstrucuons);
(1 2}
14 if any benefits are provided by an \NSUranca comaany. .NSUrance Service, or sumdar Qrganization, anter the

numoer of Schedules A (Form 3500), Insurance inrormancn, That are aracted. |f tone. anter “-J-.° b
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Sarm 3500 (1981)

2ge 3

Waetfare Plans Do Not Compiete items 15 Through 27, Go 7o item 28. Fringe 3enefit Plans see page 5 o¥ the instructions.

15a

b

it Ius is a carineq benerit olan, suciect 10 *ha mimmum ‘unding stancarcs for a3 pdan year, is Scheduis
8 {Form $500) requirea to 3@ amachaa? (If this s a Zefined conmbuton san leave olank.), R
it 1us i3 a cafined conmbuvon otan, i.e.. Money Jurchasa or argat Benerdt, is it supiect 0 the munmum
‘unaing stanaaras? fif a waver 'was granteq, sse nstrucaons.) (f 2us s a cafined benarit plan leave olank.)
it “Ves,” comolete (1), (2, ana (2) ceow:

(1) Amount of smotover cormouacn rqured for 6 013N year unaer Coca secacn 412 BN IS

H . Yas - No
’153-;

Z
W/

2} Amount of contbunon oad ay e empiover ‘ar he plan year . . L . b{2) 5
Zter cata 41 1352 payment 3y amotoyer B Month ... Day....... Yezr......
3) :f (1) is greater than (2), suctacs (2) from (1) and anter the funding cafic:

ency
nere: Mtherwise. ser Zero. ff vou nave a funcing ceficiency, Be F2rm 53300 i@ 1S

16

-las i@ olan Jeen tog-heavv 1t anv Mo deginming ‘mth ‘he 1984 san vear? |

17

=23 {18 ANNU CHNOLNSADEN Of 83 CADCDANT 3XEN VIO ICTTUNT LNCEr o CHTENT :!mvearoemtrmea:o:.m.”zm

18a

(2]

{1) Sia the plan gistibuts any annuity conuacts dis year? {See wsTucicns.) N
2) if 1) is *Yes,” cid hese conwacts contaN A mQuirement hat he SDOUSY Consant befcm any
distbutions under tha contrac: are mage in a ‘onm other than a craified jont and survivor annuity?
Jid the otan make cistributions (o 2arUGRAnNts or spouses in a form auter tan a quatified jont and survivor
annuity (a life annuity if a single person) or qualified oreratimment surviver annuity (exciude agefered annuity
contrac:s)?
Oig the olan make cnsmbuuons ¢r loans o mamed :amaoams and 3eneﬂcanas wrthout Mo mqwmd
sonsem of ‘ne gardapant's soouse? .

Upon olan amenument or ‘errmnanon, <0 maac'*ueo“'enemsdsvery:amommomesuo&dm
Senerits that the carticisant may cecame entitied {0 recerve sucseguent %0 “he clan amendment oF tanmunanon?

19

21

‘Nera distnbutions, :f any, maae in accaraance with ihe requirements under Coge secacas 211(a){11) and 417(e)?
Have any contbutions been made or Denefits accrued in excass af the Coce secton 415 limits, as amended
by the 7ax Reform Act ot 19867

Has he otan maae the required gistnbutons .n 1991 unccr _.oco secuan -mfasfg)? Sea mstruc::onsl

o

-

I

K —

0:13...

Coes e employer anpty the separate iine of business rules of Code secaon 214{r) wnen testng ta sos if

Tus olan saupsfies the caverags and discnmunanton tests of Coge secaons 410{b) and 101(aMa)? .

It a3 “Yes,” anter he wwal numoer of separate lines of business clamag by the emoloyer ¥ ............

it more than one seoaraw line of business, see instrucaons ‘or accitional informaton 0 attach.

DOoes Me olan cansist of more than one oart that is mancamrﬂy disaggregated uncer Incomae Tax Reguxam

secaon 1.410M)7(c)? | . .

if “Yes,” see instructons ‘or annnmnal mformauon m anacn

in testing wnether this pan satsiies the coverage ana ciscnmnation ests of Coas secions 410(b) and

4101(a), aoes the ampioyer aggregare plans? .

Does he smptoyer resgucture tha clan :nNto comoonent :uam ko) sansry the coveraqe and mscmnnanon

ests of Coda sections 410(b) ana 401(axd)? .

it you meet aither of the followng 2xceouons, cneck :no acomnlo oox ’o uzu us wmcn excepuon you

meat ana qo NOT compiete the rest of queston 22:

{1} = No hignly compansated empioyae oenefited unaer o olan at any me qunng the plan vear,

12) Z “This is a collacavety hargamned plan that bensfits only employees cavered unasr a cadective
samaning agreement, ana No mcre than 2 percent of the ampioyees wno are covered under
e callecavely bargamea agreement arm professional emoioyees.

Did any leasad employee perfarrn services for the empioyer at any ume cunng the plan year?

Zmer the total numper of emoloyees of e emoloyer, memwmmmm

Coge secoons 114(bl, (¢}, or (M. The numDer of GMXovess TCUGES (EaSEd GIIICY2RS AN S6f-2MBIOYed NAMGUTS,

Seter the (otat nUMLLF of eMPioyess axciucabla because of: (1) fiurs [ meot requirements for Mummum

age ana vears of service; (2) coveragoe under a collscive agreement; (3) nonrezident atsns who

recerve No eamed Incoms from U. S.mcas:m(l)maioomnmmhnmm R

Zater the number of nonexciuaadle emoloyees (sustract ling 1 from lina h) |

Jo <00 oercent af tha nonaxctuaanie emoioyees entared on ine | Senerit uncer :x\o ptan? _.Ynsu No

It line K 13 *Ves.* do NOT comoieta lines 22§ througn 220.

Zmer e numper of nonexciudabia 2Mmoloyees (liNe | wna any mgnly camoensasd ampiayees .

Zmer e numosr of nenexcludania smpioyees (ine ) wno penofit unaer e plan. R .

Enter e number of employees entered on ling m who are highty compensated empioyees .

This plan satisfiss the coverage recuirements on the basis of (check one);

(1) = The average benfits test

'2) . The rano oercentage test—=ntar value >
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Form 5500 (1991}

sqe 4+

23a

b =

c

24a

is it mtended that s plan gualify under Coce sacaon <01(a)7 .

it “Yes," comolete b and ¢ .

Enter *he catn of the most scem IRS cetemmnanon eter. , . . . B ‘Moem =
is 1 qetermnanon letter request senaing with iRS? |

it s 15 2 olan with Emaioyes Slocx Qwnersnio (ESOP) feamres. .uacmamr:wom-vamemmesmarmmaumrr-m.wy
SEi0re any coMBuDON Cf SICK 37 e JUrCAASE OF N8 SIOCK 3y T TUST “0f e JHan year Sovered Iy NS retumvrenon?

W us pan has NO 330P ‘eatures leave Siank and 50 0 item 25.)

If 313 “Ves,” was e Jopraisal made oy an unrelatec Twd sary? L L L, L

if givicencs paid on ampiayer secuntes newd by Te SSCP wom used 0 make oavmems an ..:CF‘ oans
anter the amount of the divicencs used (0 maxe he saymems . . . i28ce:

V% Yes, No

0077 -
;b .

Ooas e pian orovids for permmitteq dispanty? Ses Cace secaons 4-01(ml=‘; ang 1010

Soes e amployer/sgonsor listad in 12 of dus form mantun other suaufieq sension cenerit slans?
If "Ves.” anter e total numcer 5f Jans, ‘ncucing ans dian B

if T3 ptan 18 an agoouon of 2 smaster, Arotolypa, 3 TBGIONAI SrOtOtype £1an, NCiCAte wiieh {ype oY ~hecung Me
jporeonate box: a3 . Master b _. Ptctvoe c .. Segional Protovos

ao

- g9

Jla any person wno renaered services o ithe plan receve lirectly or :mnairecty $5.300 or maore in samoensagon irom
the plan gurning the plan year iexceot for amolayess of Tie 21an wno were paid less =tan 31,000 in 2acn monm)? |

W “Yes,” complete Part | of Schedule C (Form 220Q).

Oid the plan nave any trustess wno must Se listed in Part Il of Schedule C (Ferm 330017 .

as thers been a termunation in *he appawtment of any 20rson fisted in d Zetow?

h n “Yes,” chack the apprognate tboxies), Inswer @ anaft, {, and comoiete Part (il of Schnaule c Form --001
M 3 Accountant (@) I Znrollea 2ctuary :3) — ‘nsurance camer (4) _ Custocian

(5) T Adrmnistrator (5} . Investment manager (7) _ Trustes

Have there teen any outstanding matenal disputes or Marters of gisagreement scnceming the above enminauon?
# an accoumam or enrolled actuary has been ‘emmnatea dunng e Sian year, has ‘ha ‘ermunated
accoumant/actuary baen pravided a coay of the axotanaucn requrred Sy Bart Hl or Schodule C {Fonm 3300)

‘aith a natica agvising them af 'hierr ooportunty 0 SUOMIt CoMmMEnTs an the exalanaton direcly m SCL2,
Snter the numoer of Schadules C (Form 3500) that are artacred. if none, soter <)- b

l25
+ 28
] 7
1283 !
7 Z
50 X
ic e
V
| & ° '

3

Is Tus plan exempt from the recuirement 0 anNgage an ndepencent qualifiec suolic acsountant? .

if ats “No.* atach the accountant’s opmion to s returrurepart 2nd cneck the 20orucnate oox. Tus apINion I1s:
Unquasified

2 O Qualifiea/disciaimer ger Dapartment of Labor Regulatons 23 CFA 2520, :03-3 ana/or 2520,103-12(a)

) C Quatifie/disciaimer other (4) — Adverse (5) _ Other {explain)

.t 213 "NO." a0es (s JCCOUNNTS rBOOCT, :nCuding e riaancial and/or notes KR '0 thrs retum/renort
|eCase (1) emors of wrequiantes: ‘2 :legal acty: {J) muer .AMEMMAl CONTOL weaknesses: (41 1 103S SORTNgeNncy .AaxItng Mat
assety are umosioea o 3 liabillty incurrea: (S) signrticant read eSTaIe Ar Other GIANTACTOAS 1 WET T8 plan and (A} e soonsor, (B}
e ptan admemsratr, (C) the yerts), or (D) the QGAMZIDON(S) are ity mvotved: (6} that the olan ms paracaated
i any rewteg pATy UINSACLONS: OF IT) ANy unusuA! Of INfreguant vents af UARSICUGNS OCCWMING SUCSEQUENt (0 the Jian ear =nd

that migit arfect the gt the 1iNaNG3l STIEMENTS 1N 2CSESN MG PAN'S Sresem or turyre abitily 10 cay sensms?
fcis 'Yes orovide the total amount invotved in such disciosure b

o

if 29a 13 “No,* complote the following questons. (You may NOT usa ‘N/A® n response o tem Q)

if & b, ¢ d, a, or tis chocked *Yes,* schodules of these items in the farmat set ‘orth 1 the instryczons
are required to o8 attached to tis roturrvreport.

Ounng the plan year:

Did the ptan have assats hawd for investmant?.

Were anty loans by the plan or fixed income obtigations gue tha ptan in catault as af he cilosa at’.ﬂs oian
year ar cizssfiad dunng tho yaar as uncatflecuble? |

cManytumasmwmcnmnpﬁanwasapmymamultorcxmzﬁeqcumgrayearuuncotlemble? S
d Ware any pian transactons or senes af transacoons in axcess of 5% of the curent vaiue of oiar assers? d
« Do the notes to the financial statements accomoanying the accountant’s opuimen disclosa any nonexemnt ,/://///V////’W/'
Tansactons with parties-n-nterest? . . . . e
t Dwmapmnemagamwnmmmmmmommmrmmonwmo” . ot
g Oia the pian hold qualtfying empiloyer secunties that are not puticty tradea? . . |
hD‘dthaptanmrcnmormcawaanynonptmlu:ymaasecundesmatwm"rotaopranedinwnungtry 4
an unreiated third party within 3 months pnor to therr receipt? | I h !
i Did any person manage plan assets who had a financal interest worth more than 1096 in any oanv orovncmg 7%
sarvices to tha plan or receive anything of valus from any danty arovicing sennces 0 the olan? i i
31 Oia the otan acausre incivaual ‘a#nola life 1nsurance conracss gunng the olan vear? D)
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=arm 5300 11991 3yge £

32 Dunng Me olan year D Nes No_
a (1) ‘Mas ‘his pran coversd by a fcelity bona? If *Yes,” somolete a2y and ¥ . . . . . . . . . ‘3230

{20 Smer amount of bond > 3§ . W/ /

D Znter the name of the surety ssmoany P /

b {1} 'Mas o any loss 0 N Jlan, wnether of 0T BrTMOUrsec. 3useq Jy Taua or aisncnesty? . . . bﬁg
/

23 {1} 3 “Ves.* anrer ymount 31 ‘ass » 3

m?s otan covecea snder he 2ensicn 3enarit Guaranty Carnorauon enTUNACON “Surance srogram?

Yes i No . Nor getermined
b If a1 "Yes" or “Not caterrmnec.® anter e empidyer :canuficanon numoer and ‘he ctan numcer used 0 aenafy .
Srolavar -cenuficaton numoer M Slan ~umoer »

34 Curent value of Stan 333ets anc hacnities at e Deginming and 2na of e olan year. Comeine e vaue of J1an assets neic
in mone than one tust Allocate Tie vaius of the olan’s iNterest :n a CAMMIngted Tust contaiming M. assets of more than one
otan on 2 lina- Jy-ing caus umess 319 TUST Meels INe of he soeciic aXCepNoNs asscnoea in Ne nsTuclons. 30 not 2nter
he vaua of That partion of an MISurance CoNtract which guarantees, Sunng this olan year, ‘o 2ay 1 scedfic collar seneft at
a imre cate. Round off amounts to the nearest dollar any other amounts are subject to rejection. Alans with no assets
a1 e ceqInmiNg ana he end of e ian vear nter Zerd on line

Assets W/A '8} Jaqromg o year 'b) Snat ot ear
a Toml nommterest-bearmgcasn. . . . . . . . . . . . . ... At LS
4 Aecewvapies: (1} Empioyer canmeuuons L & | :
2 PamcipamcomAbuons . . . . . . . . . . 2
{3 inconte. . 3 '
{4) Cther R .. '
{5} Lass aflowance for doubtiul accauns . . . . . . . . . . . i85
{6) Total. Aad b{1) hwougn (¢} and suotract (). . . . - e L® 2730
¢ General investments: (1) Interest-beanng <ash (inciuging money marxet ‘unns) . L s 4
{2 Cearuficates of depasit. . ............1‘(21 =
) U.S. Govermunert secunties . R o < )
{4) Carporate deot insTruments: (A} Prefomed . . . . . ... (@) A =
®) Allather . . . L men ‘ Z
= Cawmmsmds.WP'urwad O - L ' -
B Common . . . . O .11 =
{6) Parmersniofiot venture imerests . . . . . . . . . . . . . L8 o
(7) Aeal estate: (A} Income-orogue:ng . . . . L . . . . . . . LD -
(B) Nomincome-oroqucng . . {m(ev _
(8) Loans {other than o parnccants) secured by mom;ages (A) Aescental . (BIA: o)
(B) Commercial . . . R 1 1= =
{9 ‘-oans to parucipants: (A) Mongages S £ | LV I -
BOher . . . . e e B 2
(10) Ctherioans . . . . O .1 )
(1 Valua of imarest in commorn/calectve Tusts . . . . . . . . L] [e)
{12) ‘e of interest in pooled separte accoumts, . . ., . . . . 12
{13} Vawa of interest in master ‘rusts . . . U 1| B IS uEs
{14) Vawe of intorest in 103-12 investmont emmes R [ >
(151 Vakse of imensst n reqistwred invesumernt companies . . 15 ! =
{16) ‘alus of funds heid in mnsurance comoany qeneral account (umnocau:a camrm::s) t (16 o
(17) Other ..............11171' 2
(18) otaLndddT)mrmmcu") R S I T =3, 4T =
d Srnoloyer-reiated invesunens: (1) Employer secunues . ., . ': aft) . z
{2 Smoioyer real property . . : 2 ' =
® &mandomerprwonymodmclanopmon P B - - —
t Tots assets. Add a, bi6), c{18), 2(1), 3(2), ande - . . . . L B f -
Liabilities 7 2 W

q 3ensiit clayms payante | g
1
i
K

i Acaursttion ndtetteaness

j Other liaoilities . e e e e e e e e e

k TYotal liabilities. Addgmmugh, .o R
Net Assuts .

O

! o
i/ i

1!

| Lne { mmus iine k
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Form £500 11%91)

Isce G

35 Plan income, axpenses, aNG Cnanges in net assats {or :Ne olan year, nctuce al ncsme ana xcenses of *he clan, ncucing
any JusTs) or seoaratery Temaned unafs), and any Jaymentsirecaprs joufrom itsuranca samers, Aound off amounts to

the nsarest dollar; any other amounts are subject o rejection.

Income

a Contibutions:

m

2
Q)

Secerved or tecervable ‘rom:

(A) Z=molayers ,

(B} Pardspants

(C} Otherg | -

Tota) conmbutions. Acg a(14A), {B), !C) ana a(2) -

B Samings on investments:

m

4]

Q)
4

(L]
(6)
Y]
@
(9
(10

interest

(A) !nterest-osanng casn (inclucing money marxet ‘unas) .

(B) Caroficates of zaoasit
(C}) U.S. Govemnment secuntes .

(D) Corvorate ceqt nsauments |,

(E} Morgage loans

F)  Other loans

(G) Ctherinmerest, . ., . . . . . . . .

(H) Total interest. Acd a(1){A) through (G) . - -
Divicenas: (A} Proterea stock .

B) Commonstock . . . . . . .

(C) Towa dindencs. Aad bi2){(A) and (B)

Net gain (loss) on sale of assers: (A) Aggregate oroceeds.
{B) Aggregate carrying amount (sea instrucaons) .

{C} Submac: (B) from {A) and anter resuit ,

Unrealized apprecanon (depraciaton) of assets | .
Nat invesmment an (less) from commonvesilecave trusts |
Net ivestment gain (Joss) ‘Tom pooied seoarate accounts
Net invesunent gan {loss) Tom master gusts . . ., .
Net investment gan ilos3) fom 103-12 investment enuties

Net investment gain {loss) Tom registered investment compantes

c Otherinccme . . . . . . . . . . o . ...
d “otal income. Add all amounts in cotumn (b) ana enter otal .

Expenses

o Zeneiit payment and payments to provide beneiits:

M
@
@
(a)

Oirectly t0 parucipants or beneficanes . . . .
To insurance camers {or the cravision of benefits
Other . . . . . . . . . . . . .
Jaral gayments. Aad et1) througn (3) . .

f Interest axpense
g Adminisranve exnenses: (1)Sajanes andt alowances .

@
]
(4
)]
@
m
&
8
(10)

Accountng fees. .

Contrac: agmintsuator fees ., . . . .
Investhent adqwsory and inanagement jees
Valuation/agpraisal fees .

Trustoes fees/exparses (incluamg raved, sermunars, meetngs, etc.},

Other . . . . . . . . . .
Total agministratve axpenses. Add g{1) througn 18} .

h Total expensas. Agd e(d), fana g0} . . . . .

I Net incoma (loss). Subtract a from d e

| Transfers to (from) the plan {see nstucdons) . . . . . . .
k Net assets at beginning of year (item 34, line |, column (a)) .

| Net assets at end of year (item 34. line I. column @) . . .

)
s 24 = -

L e

- Ta

i
G E
i

e

‘Jg

C
T

1B

2
=
=
=
~
] P
Su,

D .

2]

G}
H)

i€}

- P . ;/ .

L@

" _
e .

)

e /
:
a

-

)

I g(n

I

@
4) !

6 .
Lm_
a
[t

T ram

38 Did any emplayer 3|
in line 35g? .

portsoning tha plan pay any of the acminitrative exnenses of the olan that wers not 'ecorted Y83 No
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A&\ SCHEDULE B Actuarial Information 8 Ma. 17100018

2,7 N\ (Form & Thes SCheL W reciared (3 08 80 UNG SECTAN 104 of the EMOKOYes Q
i O\ L o rens e Aearsment InCome Secntv ACt of 1974, refermed © &3 ERISA. g 1ecan '_]@91
&' A A e S059(e) Of Tve INERMIEE Pevanue Coos, reamia 10 23 the Caas.
-~ -~ o Lanw
D 2 D7 eewes ant et denuin sammamensn -»umuﬁmgnsmaauumaunmwu This Form 13 Cpen
No° L s S Gt Comresma o Public lrsoaction
/Fofwutl)u'?m or'is(zamvﬂm A.,.,,(w ’ L9891, g enang e 3 v 1a St g
> Aead the Detore gxe form.
>MW-MMmmfmﬂmlmmmm enter “NJAL" FRamaﬂummmdou.
» Caution: A ponuty of 31,000 wi be assassod for teey fAlng of thes repornt uniess COULD 13

Name of CIn SOCNA? B SNoWN ON una 1a of Form 5300, S500-CH. or $50062 |

MAYT AL ToTCAaRATI AN fato J\}_,,\,.
Name of pan Sxer Trees .
; cmomn OE({:GIY“'NO
1 Hzs a2 wasver of 2 funaing Geficioncy ror s Otan yeer Deen approved by e IRS? . ., L L L L L . v
# *Vga.” axxacn 2 cooy of tha IRS aoprovel letter. L
2 I3 a waved funaing asficancy of 3 pNOr DL yewr S8X%] ANOMZSd in (s pian year? | | : L
3 mwdmmdammmwmncmmnzmmmmmmwms? !
it “Yes,” artacn a cogy of the IRS approved lotter. W
42 Was the shordrll funcing method the bass for s otan years funaing account
b ummammmu.‘wmmmmmmuwmmm W
418 or ERISA soction 42417 . . . ) ; ) C ‘
ft "Yea,” you are requred to atach e unmo DS,
anamummnunhqmmrwmmym_'.
i “Ves,” attachy aefier 2 COoy of the kettar snowng (RS or Su tha Raverua Pre g o used .
8§ Operasonat informabort :
& Ener the most ecam v aate b
b Enter tha data of the 123t indeoancent A0Orsst cf Crooerty such a3 real estata, cosectiies and Ciotaly neld SIOCX, 9C.
Oxto »
o Current vasue of tha 23ESTS acCumueatad i e man 28 of Ha degnning of thas oian veer . . . HES, =T
d Curvent Katility 8s of begmning of olan yearn 1_ {1 No. of Persorma __12) Vestad Benutits (N Tome Bonerits
(@ For reored ang g o :
® For veswg e .
() For acuve payoCOM™I . . . . . . . L L L L . ey
M Tom . . . e et 7%, 50
oEmomdnxmm‘tymmcaaofm.. any ..... Yo eeeen TATTDULAOLS 10 Cenetits 7z 7%
t i , 597
7 Wmmmmmwmmmmﬂwm
2] ) o i ) =]
. Amcurt
mo."-l AmcasX pad by pi o by \orun Ooy Yoer AmoLR 0ot By | AU Caxd by
: \
| i i
]
+ *
|
i 1
Tatzd =Y S
Staternant by Enrofizd Acluzary (829 InStUCTONS bsforo monenal
"o 813 AN Of MY RAOWECKA. TW VONCEEDN MOOES] 1 Ti SONehas v O T foww, £ ACITie, S 0 7Y CoNsan
nﬂmun-mmmmnmanw—x‘:‘-ﬂ@'ﬂam-cnnm;;"w.mﬂl
T CHWERSON GG ©) TIE WO woad De o aach NS Cose ol a ol the
nmm—mmmmnmum_mm
..... o e
PR O TyD nee OF BRIy T SO e oS FORr
Arm name and XTess B 'mwm""";;.;n;"
For Paperwork Raduction Act Hotcs, ses the instructiona for Form 5500 Car No. 13507€ Scheaule 8 (Form 5500) 1991
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3 Form 5500 1991 Pwge 2
8 Funcing stancard account and gther information: W
a Accruea lanility as determunea for funding standard accourtt as of (enter date) »
b Vaue of assers as determnad for funging standarg account as of (enter dats) »
¢ Untundea liaoiity for spreag-gasn methods with bases as of (erter aare) >
d ) Acuarial gans or (losses) for penod ending B . . .-
{#) Shortfath gans or losses) (Or PBNOA eNAING B .. ..o ireeireeerieecerccrercancnsmiocsscnsenisnisss
[ Anwnafconmm‘cemﬁeobvmoammyasneeesarytomnamommdeﬁaenc/mzw.
from 90 or 10t for ths attachment for 4b /f requireg), . . PP
9 Funging smanaard accouwrnt swtement for s plan year ancing b
Charges to funding standard sccount:
a Pror year funaing caficency, f any .
b&wemmwmfu:wnywasofmo ........ fo- \V
¢ Amortizagon charges:
) Funding warvers (outstanding batance as of ma. ..... cay ... .
(W) Other than waivers (outstanaing batanco as of mo. .... day ... !
d interest as appiicable on a, b, and e |, .
ammﬁnmgcnmge.rfanpmuelseomem :aga")
fwmwmmmommmwmbum
q Total charges (add athvough f} . . . ..
Credits to funding standard accounts
h Prior yeer credit batenca, f anty | .
i-«uayarcmmmuom(m‘mmmm(b)ofnem‘) .
1 Amortizaton credits {outstanding balance as of mo, ..... day .....
Kk intoresy a3 appticabie to end of ptan year on h, i, and j .
| Miscatlanaoss credits:
(D FFrL credit betors reflocting 150% of current liadity comoonent.
®) Mdmmmm'm%mwm&tywmpmm
(W) Wawved funding deficiency . . .o
vy Towal. . . .
mrmamu(addhmn
Balancs:

n Croqit balence: if m ig greater thar g, enter the difference . .
o Funding deficiancy: if g is greatsr than m, enter tha difference |
Reconciliation:
p Cument yoer's accurmuiated mconciiation account:
@ Oue to aoditional fundirg charga as of tha begnmng of the plan year, . .!
(@ Ous ta soditional intorest changas as of the bagimng of the olan year . . |
@) ODua to waived funding aaficisncy: %
(a) Reconciiation outstandting batarcs as of mo. ...... day ...... A !
m)mmm(mmmwmm) e e e
v Totalasof mo. ........ day ......... L |
10 wwnmmﬂmmdmm(mmnfnmmL
a Wes the enry age nomal cost methad Used to detsmmune entnes in line 9. adova, . . . . . . 1 Yes Z No
|

H'No.'domconnmbxrqunh.
Emdm.ofv&ndawumb«nﬁmmmnmvmotm.
e Inmreston b,c.and d.

Hndhqdaﬁumﬂmomolbm:qnemqrmfmmmwmoﬂandg.merdﬂm
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Scheaue 8 (Form 35000 1991 e 314

1 Acummmnnmoumasm for ‘s 2an year's ‘funging stancarg account comoutanon:
a T Attamed age normal 2nwy age normal c T Accruea beneiit (unit sreait)
d':‘Aqgmqam e.__Ffuzsmnmalmmutv t . Inciviqual level sremium
g L. Cther (specify) »
12 Checidist of cartun actuanal assumonons: . P""'“"’"""_‘ = | Dostreuement
a Rates soectfied in swranes of annuty conacss, . . ., ., ., o = 0
b Mortiity wmole code: v ////// 7
) Maes . . . . . L L Lo .
M) Females . . . . . . . . . . . .. ...
¢ Imerest rme:
M Cumentflabiity . . . . . . . . . . . . . . ... -
¥ Al other caiculated values ., ., , . . . . e e e e .o : %I - %
dREUBMENtEgs . . . . . . . . . . e e e :
e Expenseloaging., . . . . . . . . . . . . oL e e ' bl %
t Annual witharawal rate: J— ' _Fe
) Age25, . . . . . e e e e e e e e e e e . . .
M AGOd0. . . . .. Lo C : / _
@) AGOSS. . . . .. e i i - /
g Rato of salry at normal retirement ‘o salary at
M AGE25. . . . ... . i 2 /
@ Agedld. . . . . . . . ..o . Yi *% /
@ AGOSS. . . . . . .. . . . ... : ll ki
h:stimaremrrvasunemmnmonmmmuoaf:tanamrs‘ormeyaarnncmqon the valuauon aate %
13 Additional Requred Funding Charge—Muitiemoioyer sans or xans with NQ unfunaea current liapility or
mmth1wufewupmﬁcoam:c\ea(memxa!mengmamdonotcommmamugnroefow:
a Current liabiiity as of vajuationgate ., . . . . . . , . . , e e e
bwmdmummm(mmlhe%mme%) S
¢ Funded cument llabdity percentage (b aiwded by ay . . . , . e e e e K
d Unfunded current tiabdity as of vauation qate (sustac: bfromay . . . . . . . . . . o e
o Outstancting balance of unfundea axd fiatdity as of valuabon qatg |
t Lianiity antnbutadie to any unoregiczania conungent evertt denerit
g Unfundeqa new liability (subtract e ana f from o) .
h Unfuncaa new liabiity amount ( %otg). . .
i Unfungea old liability amonnt ., . . . . . . e
| Defict maucton commbuton (@ad hand d . . . . . . ... .o e

| Unpreaictapie comungent avent amount
) Benefits paxi dunng year armburadie 10 UNCMTICIDIG CONTNGANT avent | .
@) Ummwmmlmmwpmma(mmamaon 13¢ frem t
1W0%) . . . . . e e e e e e .
(@) Trapsition percentage . . .
) Emerm;mmctoﬂmo,rii) :.nd(m ..
v Nnuummafaﬂmmmcamewmngemmllamm ..
() Enter the grester of line v ortlinev ., . . . .
mmmmmmvmm(mmlmkmammlusI(vn)
n Assets needsd to increase currernt lianiity percentage 0 100% line aY .

quﬂaﬂﬂn'm\gcmrgo(andoamp) ..... e
r Adjustment for plans with more than 100 but less than “Ooaruc::ams( % of q),

14 Has this form been prepared ana signed subfoct to the cuatification under Income Tax Regu!auons secton
301.8059-1(dN5)? (Ses instrucdons.) . . . . . Yes = No
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Oepertment of Dapartment of Pamalon
'k’l‘.amd Pension snd Weltwre : Guarsnty
Revenus Servics Benefits Acranistretion Corporsticn

1991 Instructions for Form 5500

Annual Return/Report of Employee Benefit
Plan (With 100 or more participants)

(Coda references ere to tha Intemai Revenua Coda. ERISA
refers to tha Empéoyee Ratirement Incoma Secunty Act of 1974.)

Paperwork Roduction Act Notica.—Wa ask for tha mformation on this form to ety out
the law as specfied in ERISA and Coda secton 60390, Youaremmdmw us the
information. We need & t ¢ ina the ptan 1 of 0 according to Mo law,
The tme noadad tn compiste and fila the fonns listod balow refiects tha combined
Ravenus Service,

requirements of tha intemad Department of Labor, Pension Benafit
Guaranty Corporation, and the Socal Secunty Admumistration. Theso times wit vy
depending on indivichund 2nces. The 1 aversgo times arec
Cooying,
Geeansing, ond
obourt oy
t1 luw or tn thae form
Rocontizszping Preparing the fonn 9 the IS
Form 5500 Gretizs Rore) & e, I man, 8wz, 83 mn, 13 hra, 27 e, 48 man,
Form 5500 (a8 ower Bxre) 81 Ivs, 19 . 8 hx, 81 min, 13 hes., 22 min, 4 mn:
Scheoule A Form S500) 17 trg, 28 e 28 min. 1 tw, 42 mn. 16 min.
Scheouse B (Form 5500  hre S8min. 2 hra, 19 min, 3 bz, 3 mn, SR ’
Screchsie C GRorm 55003 § hre., 10 min, 18 min. 22 mn cesensn
Scheaule € (Form £500
{hon everaged Thr., 40 et 12, 14 vesvaan
Scheouse E (Form 55003
ESOPY 10 hwe, 2 mon 1 br,, 41 oan, 1hr.S8me. 7 ...,
Schaous P Fown 55003 1 hr, 40 AL 30 min, 2 men, cava——
Scheouss SSA (Fam 55009  Ghrs. 2 m 12 mn, 19 mn, cosenes
it you have tha eccuracy of thase time estimates or suggestons

soe tha instructions on pege 2 for infoermanon cn whore to Ra.

1. Ay incividusl who wiltfully violstes any
uvvbmdelolMlolailSAMbo
ned nat more then $3,000 or imorisoned not
MMIW orbmanRtSAm
.

LAdewnomo S years
m«mumwm

or
& 0 be taise, ar for knowngly concaaing or

amenced by ssction 111 of ERISA,

How To Use This Instruction

Bookiet

The instnuctons are dividad into four main

soCuONT. .

Section 1

A WhoMustfde . ., . . ., .

B.WhmToﬁ@ e e e e e
EmmwlTlrr.xToﬁo. ..

C. WhaeTofle . . . . . .

NNM-‘—‘E

L

A KnosodPlens ., . . . , .
Plans Exciuded From Filmg |, .
KnggolFdes , , |,

LNV N

moppp
-3

.
.
.
.
.
[N I S S~ ]

Socthn:l

Fiia 1991 forms for plan yoors that storted in
1991, It the plen yesr difiors from tha
calandasr yeer, i1 (n tha fiocs yoow spco fust
under tha form ttia. For o short plan yeer, sca
Secaon 1, instructdon B on p2ga 1.
Reminder: The reamnvrepoit wid be

L end ponc may ba
mp. H t bo
submrtted on & ‘scheta o not typed or
pewitad o tho opropnsia schothul, sueh £
tha Scheduia A (Form §500), Sco “Schcduezg®
on pags 5, An ennusd lcazTRO MRt B
filad for enmioyeo wolzo bint piond vaich
Py Uvough e

Empioyer Vool Aroagomant

(MEWA) a3 dzfncd b EFVSA coction 3{40),
unigss othenwizg compt (220 pog2
in auditicn to fag M3 form v (RS, puona
coverauuymsr’cn:cn(!.n.n&n:mwy

{FPBCC) tormination inourcnod
mmmuwmxm
Psyment, PBGC Fonm 1, dircctly waih it
wgency.
Pensities,—ERISA and tha Cona prawca for

the or ot p for
no(wtgwnoiﬂﬁommimmdmc@ng
3. Contmn

mmmmumm
mmawwmo«m

m«mmdwm.soa
series aga. Others require a lagel conviction.

A. Administretive Pensiioa~Listed below

TANT,
wmmwmmmmma
i pian yoar; end amanced retumiraport ', 6
Saction 4 .

expination for teilura to iy propatly i3 for
rezooncbla couz s

1. A pencity of up to $1,000 o day for cach
aay a plon ednenestnator fols or refuscs to Ry
a carnnisty retumircport. Soa ERISA scction
£02(c}{2) end 29 CIR 2580.502¢-2

2 A penzity of $25 a day (up to $15.000)
for not fing returns for centsn piana of
dziomed compensation, corten trusts end
camedes, and band purchizes pians by tw
dua cxtzia) Ssa Codo coction 6352(c). This
paﬁy@wpﬁnmmmﬂwmm
fizd under Coda saction 63IS0L

:LApmaﬁyo!Sl 8 dsy up to $3.000) for

4, A penzity of $1 @ doy (up to $1,000 tor
nat f2ng a notficaton of change-of sissus of
a pizn. Sea Cods section 6352Ad}2).

8. A penaity of $1,000 for nat fitng cn
acuastyl statamant. Sae Codo saction 6602,
B, Other Pensitien.—

Cat No. 135028

101

Spociic nstructions for Form 5500 kxtad
N NUIMANCH ISQUINCY

Soction 1 - .
A Vho st Flla~~—Any pomirestrator or

_Sponaor of on ampioyso banadit pton subjoct,

to ERISA must fila informason about each
gian every yacy (Coda coction 6058 and -
ERISA szetions 104 ond £035). Alto requened
to (2, for cacn yozr, 13 ovory employer
rwmq a spsofizd fing2 hanefit plan as.
azscnbed m Cogs cocton 60320 axcept
Coga =octions 79, 103, 103 cnnt 129 piens, -
Theoa pizns oo not regwied to 2 untl
st natica from IRS, Tha tatsmal Revenua
Sarvica (135}, Doportment of Lehor (DOLY,
ond Postsian Concll Guarcnly Corporstion
PBGQ) hova conzaligaizd thelr retuma end
report forma to minime 1ho fidng burdan for.,
plan edrerisreiurs ond cmploysrs. Tho chert
onpIge A gvc3 abricf guedato tho type of .
reumnenan 1o ba (U
&Vﬂm?cp*—ﬁl)dwedmm
TCVTRESD by tha (222 doy of e 7th moren .
otor the pion your ends. Fora short oy ©
yor, (1o th form end scheoudes .
by tha izt day of the 7th month after. the
short pieay yoer enda. For purposes of this

© retuniport, the short pian yesr ends upon -

NS
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aasets of the plan. (Also soe Section 1) if the
currant yoar Form 5500 is not avalabie oetore
the ous dzte of your shart pien yosr
retum/report, usa the (ateat year form
avelsble and changs the azm pinted on tho
netUMV/IeNon 10 the CuTent yesr. Also show
the cates your short pian yeor bagan and
ended,

Requast for Extensicn of Tima To Fila~~A
one txme extenson of tima uo to 24 months

Ptans oo i
amrmdmntoli‘aFamSSOGmum
andmolmmmmmmmd
the yer o af tha fodk
m(!)mmmmmmmmm
yoor are the some. (2) The employar hea bson
granted an extarrsion of tima to o 43 Facers!
inCorma tax retum o a datg ieter than tha
normal due date for fEny the Form 5500, 3)
A copy of the IRS excenson of tims (o B the
Fecarnl incoma o retum i3 extschsd (O e
Form 5500 fBed with [RS. An extansion
by vz s o CANNOT ba
eanoodMnrbthnanormm
Note: An extension of time o fio the
retwT/report Joas Nt oparaty a3 &n
extenon of time to £a the PBGC
Form 1.
.C. Whero To FRa—~Plexas Ra the
retum/report with the Intemz Ravorua
Servica Center indicatad beigw. No streot”
acdress s neodod.
SoopaooSlumﬂmmusfor
arangemants {ling directy with

Hosteiia, NY 00501

Attanea, GA 32001

taarrotas, TN 37501

Ancovar, MA 05501

ERISA. The retum/repart is dus wnether or
not e plan 3 quaiifiad and even it banefits
NO 1ONQer aCCTUe, COMNLUGONE were AR
o they plan yoor, o contriubons e no
longer mace (“frozen plan® of “wasting trust’).
Seo Section 3 “Final ReturvAaport” on page
8.

Pansion benefit plam roqurred to o
inchuos aafined benefit pianes and defined
conmnbution pans (0.g., rofit-shamng, Stock

for WIeC a rotumVrenon must b fiad:

M Annusty armangennents under Code
secon 403(6Y1).

[OX> ta) pcoowtt rsned under
Coce sacdon 403(b)(7) for requiatsd
investment cOMpPaTy Stock.

(a)lnmdmmm

by an empioyes undar Coda
secon 408(c).

{iv) Ponson benefit plan maxitaned outsdo
the Unrted States pnmandy for nonressdant
aisns f the empioyer wito maxntans the plan
e

(A} a2 comastic empiayer, of

(B)almmmmwmmnedm

sources within tha U.S. (incuaing
tmmdmm
and deducts contributions to the pian on its
U.S. income tax retum. Saoe “Flang
From Fing® belaw.

{v) Church plans slectng covevagn unger
Cosoa section 410(d).

(w}) A pian that covers rasidonts of Puerto
Rico, tho Virgn islanas, Guam, Waxka teland,
or Amencan Semoa. This inckxes a3 pian that
alects to have the provisians of sacbon
1022052 of ERISA apnty.

Seo “'terns To 8a Comwpisted on Fom
5500° on pege 4 for more nformation about
whaot jons noed to oe by
ponm;ON PLEns.

(b) Wotfars benefit plan.--This is an
ampioyed weifare benofit plan coveced by
Part 1 of Titte | of ERISA. Wetlare pians would
prowvde benfits such as medical, dental, life
[ 0 ip and Qe
«©t in funds, pay, disapady,
etc.

Ses "ltems To Bo Compistad on Form
5500° on paga 4 for more meonmation Hout

(2) A weifare benefit plan which covered
ftower than 100 partapants a3 of the
mdmmmmcmw

neured, (i) unh or (&) a cor of
msured and untunded.

(1} An unfuncod welfare benafit pian has its
Hensfis paxd 23 neeaed directly from the
gonorad a330ts of tha emoiayer or the
mwmoaqumﬂmmmeplm,

() A tuly insured weifara benefit ptan nas
rumﬂtsmvumexdtmvdy

or pot the premuums
o(mawboowaimwywm

@) A combi f A d wellare
plan has its benefits provnded pastialy as an
untunded plan and partady as a fully insured
man, An exannia of such a olan 3 a8 weifare
pian wmeh prowndes medical benefits as in (1)
abave and 14e msrance benefits as in (2)
2bove.

Tho & [- or polk
diacussod SHOVE MUST DA 1S3uUsa by an
NSUrance COMORNY O samuar organuzation -
{such a3 Blus Cross, Blue Shieid or a heaith
mEntenance that can legally do
baness in any stata. A ptan moetng (1)
above cannot have Ty cssots &t sy tme
gumng tha pizn yeor,

“Diractdy,” a8 used in (1) above, means that
the pian cannot uss a trust or sepamtety
maintazned fund (induding a Code section
501(cKD) trust) to hokd pign assats or to act
a3 a condurt for the trunster of pian assets.
Seo 29 CFR 2520.104-20.

Nota: An “smployess’ benaficiary association”
a3 uzod in Coda soction 501(cX9) shouid not

(b) An unfundsd pensicn bentefit plan or an
unfundad or nsured weitarae henefit pla (1)
mb«nﬂbgoawmnwmoi

of highty
mucym mmmmxmm
Dopartment of Lanor Reguictions 29 CFR
2520.104-23 (inchuding tha roquasment that a
nottficetion stetement ba fiad with DOL) or 29

what questh nood to by e d for CFR 2520.104-24.

welfare benefit plans. (©) Flans mantzned only t comody with
(aFrrmbmcﬁtpluL—Gmm legal WOrkers' COmpanastion, unsmpioyment

services plens 120, « n, of ity laws,

125‘mdu.nm-‘ _nCoca (¢) An unfundsd excess benofit plan.

dasenbed b Coda secton 127 oo consxdored (0 A welftro benafit glon meinteined

tringa Gonefl plans and gencrely ars required outsida tha United States prmaaty for

1o fio the ) epsefisd subjtontizly @i of winom are

Codasaannsmml—iw-'w Cedo soction
127 which
mouwmmwtrmmmu
ooductibis undsr Cooo saction 162 do not
nesd to file Form 5500,

564 “items To Ba Compisted on Form
5500° on pagos 4 end 5 for mong informauon
aoout now to compicta the form for a fringe
benetit pian,

8, Plano Excludad From fng {this doos
not epply if you are a trings banefit pien

quired to fs by Cods section 80300).—
Do not e a returnv/report for an employee
benefit plan that is any of the following:

102

sscbon 404400) that docs net quatity for the

in Coce 402(c).
!Q)Mmtyarmumd&mmm'&
CFR 2510.3-20.

M) A smpified employoe pension (SEP)
asscnbed

mothodt of
compilisnca descnbed in 29 CFR 2520,104-48
or 29 CFR 2520,104-49, A SGP is a pansion
plan which meets certain minimum
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quaifications regarding eligbity and
EMPIoyer COMNDUCONS.

6 A church plan not slacting coversga -
unoer Caode section 210(d) or 3 Qo )

'-mmmmmsucnm
information.

414 for mome

MRC I

cmuzowa-zmumum
consoddatod raport.

plan.
@ A weitare benefit pion (0Ther than & finge

- plan, %lmwwmhmm

if the enxioper or employes

orgorzaton
mantans more than one such plan, fitea

sepamts rwTvrepon for each plan.,

¥ & mamoar of ether a controded groun of
corporations, a group of ranss of DusMoIses
under common control, of an affiilated servce
mwapemmdmnmiwom

L - Y oy ‘. .k 0.4 Fiing Directty
plan.—A rustiph Wih DOL.—Some plans xTvest in Cartar
tergsined plan mmmm fusts, accounts, ind other invesiment
empioyer, la codoctivety bagamsd end © ° ETENQUMENKS which may fia aformadon -~ -
mhmwmmﬂmwm. and their o
RMnabon INKWENCs, Nad propenty eaciad wul) @moioyes bonefit plans dirsctly with DOL.
betore 9-27-81 not 20 by trexIsd 23 & copotdied on p2ges § and 6k Plans
ptary unogr Cooa sochon g 0 an ey as

muitiemployer
A1441¢5) or ERISA sectons 3B7kB and. . .
40Q1(a)3). Fia ona returvrepont for each
ueh plen, Perocpanng employers da not £9
individuatly for theas prens.
Kotz Féars gazcrded in (o) o ) 200v@
camplate tem 22 only o a plan: (1}

ngmamfaymmz‘;inrmd-
oro profeazanats,

mwwo-«now)wpimfwm—/\
Mtpia-empiloyer pan (other) invoives mona
than one empioyer and i not one of they

to thae port fled wath RS
o3 specthied belvr, : -
a CommonsColioctive Trust und Poocled
Sop: A .
) Datiretion. For

COMMONV!
Wwammm o
whicn ig

' metom

ummmmuyamorme\cyfor
mcoﬂmwmmnmlandmwmmd

fiaand

d thereto from -
bemmmwmrm\odbymvcmm
or group of ¢

" 25 tha term i3 u2ed in Coda Bacton 1563, For

groun.—’
munta».nmm.mmm
to &3 conmroted groups.

# the b 2ro paychis to pr
mmmrsmwmmnmmm

who paticipate ina
pension piars of ona of 1o groups fated
hove but who ore not mambsrms of the Groun
must e a stz relunicport. Tha
return/report showd ba £22d on Form
5500-C/R regaicss of tha number of
participemsa. Tha yoors you o requersd to 2o
pagss 1 end 3 twough 0 3 Fom 5500-C
commiets only koms 1 thicugh 7, 9, ana 22,
Tha yesrs you 22 pege3 1 o 2 £3 Form
S500-A campizia ondy 11oma 1 through 74, 83,
and 8b. Thezo posuapsing Cpioyrs arust
enter coda F in tom 4 of tho Farm SS00-C/RL
1 soverad employers posticipziain g
progrom of banalix whorsn o funas
agributehits to €2CN GNPy AT cvaiznta
onty to pay bznsitz to thct cmploysr's
empioyses. cach emplayer must fio 4
xmmmumﬂaa:m&:umya

(c) M plan—hte Soyer
mmpxmx:(‘ntnmwdlmvmr.m
s (2) wahich

mmmwmwm
ana Q)

mwmmmmmuacm
section 414{1(5) endt ERISA sacton H3I7NEL
File one retun/report for esch of these plens,
Contributing smployers do not fia inchadualy

t0 pay bencfits t0 2 p
Hlamomumvreoonﬁrmlmm pupoass, a "peoied septrat
option: Ecch ermptoyer porticipaing ina.

mustinlo-empiayar pian (other) winch providas:
mwnmmﬂamwm

gror of the Far -
unyws awwr.mdtof«nmqu1ma
3mmaa:Fonn$500-C.wnp.mm
ksma 1 througn 7a, 8, mad 22, For ha yoars
you fils pzgsa 1 end 2 23 Form §500-A,
cormmnomyltmm1 through 7a, 02, o
&b, Each cmpioyar fing tha
anssoo-cﬂmmmthmd\
lelnpwdcépamgcﬂmvbe::om
sponsor of the mutiply-empioyer e (o),
the plan-number arr tha resumd egart ed for
e plan showd bo 233 ey if mora than ona
pian thay snowd bo ¢ gy

assots contntuuted therato from empiayeo -
benefit plang manteined by more than one
employer or controied groug of

a3 tha torm 13 usod In Coda saction 1563,
So9 29 CFR soctions 2520.163-3, .
2520.103~4, 2520.103-5, ond 2520, 1(5-9. .
Kotz For roporting puipotes, a eooan
eccount nat considarcd to ba

holding plon
gesots pursuent (o 29 CFR 2510.3-10IBKTN) .

shaf not consuLd 8 poalisd Loparais

sting with 333,

nnanssoo-c«ansswwmany
mawwmammwmmm
200OPNGIR Pian HUMDSL.

nmmmwnp&ammmmh .

~mmmmmmmmwemn

Ratrs ¢ pay
vansfits orﬁy for Wit mmiawn awwx
who ero cowerad by tho plan, ono ennusd
rEaumAreport must ba fied for ecch .
prrticipoting anployes. Thesa (2o wil ba
cunsidared cingly employars end shou'd
compisty tha cntm torm.

M Group Incunsinee cirorgemant—- A (Foup
inzuenca errengomant 3 on erongamont
which proadas boneia o ha aaplsyssa af
tWwo Qr mor unciTinc GTpisyens (st in
cannzstion Wil 8 MELSMDiy? gon cr e
muipi-cmpioyc el etivai-b orgined
pion), fuly ISUICI OND GF MEra v
of czch poriicipzing cugioyss, oo
trust {Sr oUIcr Cnlly cuch €3 6 Loy
£ozocenlion) oo 1o hoidsr of tho tcwrsioo
contrests ond thy condil for pyrint of
premiums (o tha incwrenos compeny.

You do nat nzod 0 (02 0 £IpIrTiy
returm/repart fo o vothoo bansil plon ot i3
=it of 0 groun Incurcicd crongiimant B a
consoidated reumAaepant tor o Uia pians In
tha ssrengamant w3 fied by tha test ar
cthor entity cocoruing to 20 CFR
2520.104-43, Form 5500 is required by 20

103

cuienion it (A) tho sttiement of the
5223 end fzoecy of tha common/ -
colctivo tiust & pooisd sopartto sccount .
hz3 bszn cubmiticd dicctly to DOL by the
faendd instluton or Incunnes covrer;

©) tha plon hoa recchved a.copy of tha
stzizment; £nd (C) iInctudzss tha BN end othen
numpza ussd by tha inzneldt institution or
NATTNCT CITST (o idomtily tha trugts or
mmmmmo‘u\.afmgmmm

b £z Trest .

) Dfiniton. For roporting pupeess, a
meszs ruzt 3 @ truct tor wiich a regulated.
mmwhmmmwmmwm
£3 ezt or 123

:ucnm:‘.nu!mmd&sammy .
efatly or contiol vl respect to thy - -
mnzgement 6 £23518 haid i tha trusy, ang
in which c3cete of oo thenonapisn
Wndbyn:w.aonwbyawbyum
mobmmmnmcqrudmwd.
A “rogulated finencigh inetituth e
mm pany, or gimites 1l dod -,

Page 3
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Summary ot Filing Requirements for Employers and Plan Administrators

(File forms ONLY with IRS)

Tyoe of pisn | What to file | When to file
Most penton olsns with only 0NO OISR OF ONE LAMCOAT 210 et HITMCIOINT'S L00us | ~orm 550062
Pension pian with lewer than 100 panicosnts ! Form 5500-C/R Fio adl
Pareson pian with 100 or mors ozrbcoants | Form 5500 required
Annuity uncor Codo section 403 1) or Tust undar Cosa section 408ic) i Form 5500 o 5500-CR ‘ons ana
Custodial account under Coa sechon LO3YT) | Form 5500 or §500-C.R ’d‘““’w"w’
Waitar Genanit plen with 100 or more oariapants” i Form 5500 plan oy the
Weitare benetit pian with fower Uicn 100 prBicroants (See exceonoa on 0393 ) of these insouctionsi® | Fonn 8500-CR las1 day of

i the 7th

Portsion o weitara plan with 100 or mons ports (sea for tam 28} mmm month Zher
Pension or weitzre pian with benctits prowsed by £n NSLANCe CoMoaNy ! Schaduia A (Fonn S500) y::w
Pension oG that mauims actusnisd information | Scheaudo 8 (Form 5500
Pansion or wetfzre ptan vath 100 or more participants | Sehsgua € (Form S500)
Penwon pian with ESOP benefts | Schoduto E (Form 5500)
Penmon plan firg a regstration statemant iden sepgrated poriomants with doferred I Schoduio SSA
vestad bonafits from a penzion pian g . (Form 5500}
“This includ»s Codo soction 60390 filers.
institution which is reguiated, suparvisod, and  trust report Rsd diroctly with DOL or &5 a Forms

trust investment account may const of a
poot of gssets or a Singy assst.

Each pool of assats heid in a master trust
must bo trested a3 a sopamto master tust
investment account if each plan which has an
intareat in tha pool has the sama frachonsl
imarest in cech asset in the podi &5 3
fractional imterest in tha pool, and if esch
such pian may not disposs of its intorost in

ntareat in the pool. A master tust May 210
contam asgets which ara not hetd in such a
pool. Each such assat must be treatsd a3 a
DALY Meater trust invastment account.

Financial information must gensrely be
providad with respoct 1o each masty tust
investment account as specsdled on pagss §
and 6,

(¥} Asdional Information Requacd To Ba
Attached to tha Foam 5500 for Pizns
Participetng i AMaster Trusts. A plan
poriicipsting in A Master tuat must complioia
the ennusl retum/report and atizch 3
scheduts Lsting c2ch rnoster izt investmant
accouny in which tho pion has en imorest
inticating tha pian's azmo, BN, o plon
numbor £ndy tha nomd of o moztor trust
used in tha master trust infarmation 224 vath
OOL (g2 prgea § end 6), In tcoulsy farmet,
show tha nzt voiud of Uy pion'a st in
eoch investment cocoount ot 1o beEnag
and end of thy plan y2or, end tha net
imvexmeont gzin (of los) ciiocettd to tha plan
for the plon yeas from tho investmant cocount
{38® instructigns for itcina 34c(11) through
(15) on pega 17

plan azsat(s) wiich i3 not part of tha master
gust (and thenefora subject 0 afl instrucoons
PertEwEng (0 £33013 NOL hald in & master
trust.

¢, 103-12 lnvestinent Entities

Definition. 29 CFR 2520.103-12 provxies an
alternatve mathod of roparting for plans
wiich invest in an ontity (other than an
nvestmsnt Srengoment with OOL
assenbad in a or b above), tha undentying
assety of which inctugo “pien assets® (within
1o meaning of 29 CFR 2510.3-101) of two or
mose plans which &re not memhers of a

consts of exch oious of two or more
empioyse bansfit pians (1) each of which
recerves 1036 or moro of its aggregats
contributions rom e 2oms empioyer or from
a membzr of iha s2ma controtied group of
cormaorctions (23 datzanmad undor Code
sscton 1563(n), without rogard to Coda
soction 1563(24{4) thercof): or () each of
winch is either nact by, of ma
pursucnt 10 a colsctive barganmng
nogotizted by, U 5omo erployee
ogenizntion or Siilond cmployed
orgznizations. For purpozes of this paroyoph,
zn "yfilian® of on omployeo oy

MZ2NS avy PIeon contresing, conmroted by,
or uUNdLr COMMOon cortrod with such
orgznizntion. Sca 23 CFR 2520.163-12.

For reporting] purposea, th investmaont
catitisa dasenbod Lhove vath mapsct to
which tho reqeered informtion 8 fled drectty
with DOL constans *103-12 invexment
enutizg® (102-12 {Es). .
E. Vit To FCo~This coction dcsonbes tha
gifferent cutzgonca of the 5500 sencs of
formas end gohadidsa, In eodition, tus secbon
2120 ksts s t0 b2 compistad by diiforent
types of Form S500 fizru. In coddion, this
section conteing a dazenntion of the specal

Note: f @ mastar trust
consists scicly of ona plan’s asseils) dung |
tha reparting panod, tha plan may report
the{so) assetfs) cither as on investmant
sccount to be reported a3 pant of the master

Pago4

104

Nota: Genoreldy, uncar tha Eng reqrarsmants
cqrinad ebove, f the numbaer of plan
porucipants increasas to 100 or more, of
ascraases o uncer 100, fom one yoer to the
naxt, you woud havo to fie a aiffecsat form
from that 1230 tha previous yoar, Howaver,
iherg 13 8N axcoobon to ths rue. You may
contnue (o file the same form you filed last
yeor, proviosd that at i bagennng of this
plen yeor the pign had at taast 80 parocipants.,
but not more than 120,
Form SS00EZ.~-Form S500€Z, Annual
Astum of 3 Penuon Senefit
Plen, should ba filed by most one-participant
ptons.

A ono-participant plen is: (1) a ponsion

COovers only the parmers or U parters and
ho permnars’ $pousea.
Ssa Form S500E2 2nd its instructions to
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w:zmslmram;\&

page 1), comuiete the zbove Bwms and thosa
for wortere Donstt phang o —1°

;

3. Penticn PMans—in g A, most

for tam 6. Onty SINGIa-ampkrysr PEnceon
plans must comptets Teg tem,
Schadules

Tra venous scheduisa to ba eioened 10 the
rItumvrenort ora tana beiow,

Mo AY stiechmznts to the Fenms 5500, end
S5500-C/R must inctug tha nama of the pian,
e e soonsor's SN, end plan numoer (PN)
&3 found m s Sa, 10, end 5S¢, npscovely.
Attach Schaduiz A (Form Z500),

OtherFillngs -~ .
Reporting Requirements for .
brocatmant A gements Filkng
Directy with DOL

Certan investment aTangsmants for
emoiayss benafit plens B finencial
sionradon directty with DOL. These

areng inchuce

trusts, Pooisd $2CErale SCCOUNTI, Master
Tusts, s 103-12 (€3, Dafnitions of these
avestment ETENQEYNents may be found on
pogas 3 and 4, Thor DOL Sing requirements
o descrbad berow.

Corrmvcwocﬁnﬁmmw

mmmmssm«ssm—an 4

neoad NOt ba comoiatadg by centan types of
pension pians, &3 dascnbed beles.
a. Prens excausively using @ tex asdemed

my u\oa!mmmmmmmby

ometm tsucnuBtm

Cross, Blug Shueid, or a hesith mrantenency

mnmnn»ﬂm-mumm
such &3 g d

amngerment under Code

i (GICsN) .
€ (1) Screculs A (Fermn 5500) is

anuty
403X1). Theag pians (sea “Who Must FRa”
an page 1) naed oMty cormpicta tioms 1
througn 5, 3D (smar cods 4), anad 9.
b, Prarst echustvely tang o custoukd - -
for P

providng onty
through &, 80 tenter coca 6) and 9.

& Fitly nsured Persion Plan—A pongion
uwmng

beno pian afits Cxchushesly

not nosgad if the pion covers only: &) an
inaradual, or &n inoivouz! end es or her

Yo Be Fled
Oirecty vith DOL

Rnancizl institutions and insurance camons
£ing ha smtemant of tha assots 2nd
o3 Gf 2.C lactive st or

poOoiod SEPHALE ACCOWTE Should Jontity tha
frust or acoount y pIOVIKIng the EIN of the
trust or account. of #f mer than ona st or
scoount is cavered by the same EN) both the
E!Nmmadawmnmmay

camur
lm:nates- MmetNoArmdans!

emmommmwp. trupsmofmrlrn-

or hes spousa.: .
Q)ASMMAMMBM:
oquYed (0 O fiad with the Ferm 5500 or

. Form 5500-C/R if n Schogufe A (Femt 6600)

i fiad for the contrast &8 Pt of e mestey
gust or 103-12 IE kformzton Ekd girectly .
with OOL

Da not filo a Schaduls A (Form 5500) with o

an ar CC
Muthﬂyg&mmodmawﬂd\maﬂ-
of the conditons of 20 CFR 232110444 -
mmmﬂmrmumzasz"
ng 2L
Ammw\mmmbum

ot tha typa d

29 CFR 2520.104~14 a3 weld 3 Gther ez03ts
SNOW BMme RS roDorng in Rems 34 ano 39 to
hooe ouvar 2Sosts.
Notes For purponss of the e rotumy
report and T citermzihva mcged of
mmmmmacmzm1w
2g* arzy if tha
s pErty Oof. 0N ‘a7 thet

d “zHoC

mnanbu:nfzt of a specifizd emaunt,
wrthous egiustment for fuctuzlons & 612
marset vou2 of tha ungarying o3Tots ol the
COMmpRyTy OF org2 jon, (0 622N portalaont,
a1 eoch pariciaant hea a lagd right o suoh
DONSALS wich (8 IoGely emioncaonia ety
SQBIIIT TN INNTNCH COTPTNY OF

_%

o, Nonquatificd porajon banefit pens
maintained outzto? the U.S.—~Nonquafied
penson benefit plans mantoned outsica tha
United Stonsg onmanty for nometident eueng

1o &on DOt (332 “Who
Must FRe” on paga 1) nasd only comotetd
ftams 1 through BC, o-fwmm12.md15
" dwough 17,
4. Plens of More Than One Employer— AR *
plang of more than one employer (plens of a

crtoed in -

piena, Sao tha L

2 mrnmmmronomd
Diracty VAt OOL, |

mm«mwwmmama
mestor thust muzt ba fad with DOL by the

Attcch Setaciela © (Farny 85003, Servics -
Providar ond Trustog Informstion, 1o Farm
8500. Sqa ftem 28 2nd the insucoons o
Scheduia C.
Atmdt Sdr:xm.‘a 3 a’ctm s5u0), ESOP

to Form £500, :
5500-&71. a-ssouﬂrwammma
pions with ESOP benefits. Scatha | . | |
inctructions for Schodulo £
Cehoatits SEA (Fonn 5200), Annuct
Roglstretion Stetomant idoatdying
Sopzrotsd Portelpants Wi D..,‘J&mcd
tozied Conallls may tansadod fos-

enporzzd poricioents, 833 "Waen To Renert-

Szpaiasd Portclpinis® 0 tha insiructions. for
Schicgula SSA

Sehodita P (R E200), Ar::r.;::l F‘-:um of
Aesory of Einplsyon Conei Thusta=Arry
fiducloy (Uusics oF custodlzny of en-
orgzRizeien thot t3 quatiicd undsz Coda
ezcton £01(2) cad cxempt.from tax under
Coga coction 501(2) vwho vants Lo profedt the
GrganEaion unds ta cirtuto of Enstations
provided In Codd z2cuon 6507e) must e a.
Schooule  (Fom §500).

13 thy Schieduls P (Form 55000 es an -
arechmant to Form §500, $500-C/A or-
SS500EZ for tha piun yazr in which m st
yoor mda.

105

Pention and Violtare Benefits
. Admenstration :

olen & or by a degignaee, such o8
tha CoOMAsIEor of enother plan pATCDANG
n tha messer yust of the Enenosl ingtitution

' sarving €3 thustos of the master tust, No Later
txon tha dzey an wich tha plon's .

ta dua. Whilo only one copy of
tha requred information should be fied for af

Kot If @ mzstor frust knvestment cocoont - ¢
comssts soisly of o1 plan's £xsstfs) duning
N3 reporting period, tha pian may report
UKS3) Qi) Cimar ¢ on irvestmeont
zecount tn &2 regorted es port.of the master
pust report flad clrcotly with OOL orasa -
plon eszes) wiveh i3 not pant of tha master
ouzt {ond thercfora subjfact to &3 instructions .
pancining (o £t not held In @ master
trusit .

mmmmmo‘mmm
anmoo-
MMmDOLbyM\gnto. R
Maztor Trust -
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. 8 The neme and fiscal year of tha master
mmmmmmdmm
tnrstes. .

b.Aklolnlmumapmh

beginning andg end of the fiscal yeer of tha
master tTust ending with of within the plan-
your,

€. A Schadulo A (Form $500) for cach
insurance or annuity contract haid n the
mastar trust,

d. A statament, in ths sama formot as Part
1 of Schaaute C (Form 55000, for each master
trust ot

)
compenaation paid during the facal year of
the master tust erxting with or within ihe
plan yeer t0 porsons proviting sanices with
respect t tha investment cecount end
subtractect from the gross income of tho
InTvestment account in datenTning tha nat
increaso (decrease) in nat asuats of tha
investmant account, .

begining and orxt of tho flacal yer of tha.
mRstr trust ending with or wiithin the pten
yoar, rouRad in tha same categories as
thase speafied in itsm 34 of Ferm 5500.

. LA statement for cach mastar trust

the pisn yesar, in tho catsgorics spacified in
’om 35 of Form 5500. in piace of itern 35a,
mmwannum”dmmm
by g pluns.
mmmmaﬂ.uwmmdm
transhers of zssots out-of tha wvestment
accoun by participating plarg. - .
. @ Schaduias, in the format sat forth in the
instructions for item 30 of Form 5500, of tho
follovng rtams with respoct to each master
trust investinant sccoumn for the fiscal veer of
the mastar trust ending with or within tha -
amy-'mhcaaforimc.'.mm

‘party s
Mwummm:mdm:.
and 5% transactions involving e3csts in tho .
fnveatmem account. Tha 5% figure <hcl ba-

dmmdbym:lmgmmmwmA

200 Constitudon Avenuas, NW
Washingron, OC 20210
8. The name.. fiscal yesr; andENotmo
103-12 IE and the name and sddress of the
$0onor of the 103-12 IE. if more than one
103-12 IE is coverad by the same 8N, thay

b A list of 34 ptane parsompating 0 the
103-12 IE, showng each otn's nama, BN,
PN, and its percemega mtenest m the 103-12
IE as of the AN end ot the flacal
yegr of the 103-12 IE enaing with or withen
tha pion yeer. .

¢, A Schecula A (Form 5500) for eech
ISUIBNCo O aRNWty CONTTRCT hedd n tha
103-12 1E,

d. A statemnent, in tho sno format X Part

aunng tha fisced year of the 103-12 {E enang
with or within tha plan year 10 pumons
providing semces to tho 10312 1E.

« A stetement showing the- gsssts and
lisbitios at the and ena of the
fiscol yoer of tho 103-12 {E ending vath or
vathin the plon yeas, grouped in the same
mmmmhmum

I.Ammv\qmmw
expenses, chenges in net 2ssets. znd net
incTeass (dacreasa) in not 633ats gunng M
facal year of tha 103-12 IE ending with or -
within the pien yeer, groupsd in the sema
c20eQ0ives as thase spectied in dam 35 of
Form 5509. mn!amoflmm.’!ﬁn.mm
totd of 24 trensters of assets imto tha 103-12
IE by participating plans, in piaco of Hem 35j,
shaw ths total of af wunsters of assets out of
thg 103-12 IE by particmating pions.

G- Scheauies, in the format xt forth in the
instructions for itom 30 ot Form 5500 (except
itsm 30d) with respsct to tha 103-12 IE for
tho flscal yaer of the 10312 IE ancting with or
within the pian year, Substitute the term
*103-12 IE” In pleco of the word “pian” when
compigting tha scheduies.

hi A report 6f an independsnt quaiified
putic scoountant regaiaing tha gbove dems
ang otixer bocks and rocords of tha 103-12 |E
that macts tho requuroments of 29 CFR °
2520.103-1(0HS).

- Sactlon 3- -

he 3t tha dzio with Genered Information
the curent viiua of tha investmant cecount nnan.umvnmu—uwm.mmm
asgets ot tha baginning of tha epplicably -

fiscal yoze of tho maxner trust

3. 103-12 (E Informzilan Yo € ﬂL.d'
Diroctly Vizis DOL

. The ndormztion dasenoatd b*‘xmrmmna
fBed with tho DOL by tha cponzor of tho
103-12 {€ no iztzz then tha data on which tho
plan's retun/ropodt 13 dus boloro tho plan
sUMinismtor cen ¢iict o eemtiva tnsthod
of reporting.. Whilo onty ona copy of tha
regqured infarmztion shoud bo fisd for tho
103-12 (€, tha informztion is en inteqral pan

. of the rotum/report of czch pian eiecting tho

d of

The Sing codress isc

103-12 lavestmant Entity -
Pummw&tmsawﬁu .
. Administration ’
’.U.S.Dopmmmlotubor Roommw

"Pagos

enmety

h::w. bsen izinbited to tho pornict g

tormenetod satizfss the notificanon
roqurrement of Cooe saction 60573k

The name of the individusl who signed as.
phen acrTwnistrator must Do typed or prnted
clsarty on the kne uncer the sgnatwe kne. In
wation. thy eMEIoYSr Must S0 &
fetaTVrcoOrt (20 fOr 3 singie-emoloyer plan
or a pian reguared to file onty bocause of
Coaa sschon 60390 (Le., for a fange Densfit
pioan).

‘Whan a jont empioyer-umcn bosrd of
trustegs or COMMAtan s the plan sponsor of
pion acmenstrator, at ieast one omoloyer
EOMISENtatve and ONe LION representatve
Mt sgn end dote the rotumyreport.

Ferbapanng emplayers m a
muttiots-ampioyar pian (other), who ore
mgured ta fite Form §500-C/R, are raqusred
0 5gn the retum/renort. The plen
aMasTALOr Need Not ugn the Fom
S500-C/R ftled by the parucipating empioyer.
Asproductiona.—Ongnal forms are
pretfereole, Dut a clser reproduction of the
compisted form 13 acceptabia. Sign the
retumvreport aftor it is reproduced. All
SgNatures Must be ongnal,

Chonga in Plen Year.—Goneraily only
dofinad benefit pension plans nesd to got
pnor approvet for 2 changd in plan yesas. (See
Coda section 412(c}5)) Rev. Proc. 87-27,
1987-1 C.B. 769 expiains the procecure for
aomatic approvel of a Changa w pian ysaar,
A ponson benafit plan that wouid ordinanty
nooad to cbtain approval for 2 change in plan
year undsr Coaa section 412(cx5) is granteg
an autormAtic approval for a change in plan
yoer ¢ a4 the folowng criitena are met:

1. No pien yesr oxceeds 12 months long,

2, Tha change wili not d3igy the time when
the plen wouid otharwise have boen requwed
to confonm to the requirements of any
mno.mgmatmmotpmksnodposmonof

:!.Ttmmdmy.mrmmm
statys for the shost penod requinea 1o effect

memtomm
change in pien yozr,
amenament and & resolution of the board of.
airectors (if copticablol, have bsen token on- .
or belore tho 1ast day, of tha short penod.

5. No changa in plan yesr has boen medeo
for any of the preceding plen years.

&lnmmo'duoafhodbnmﬂtm‘

bencficiancs or alstnbutod o cnother plan
{end vheny 0 Eobiiilza for which bonafits may
b poid ynor o weicre enafit pion have
bzen soiizficdl, chaci tha ~fiad retum/repornt®
bax &t tho top of the form filzd for such plen.
Tha yecr of compiain distrbution is tha tast
ySor @ reemAepert must ba Cizd for the pian,
For papasea of this perngreph, a compiote
distribution wall occur in tha yar in wikch the-
awsets of a termentted plon o brought under
tha control of PBGC.

For a dsfined benafit plan covared by
PBGC, a PBRC Form 1 must ba filsd and a
promaum must bo peid untl the end of tho
plan yesr in which the as33als are distributed
of brought under the control of PBGC.

F'-llno retum/report marksd “Final

mdinoicaungtfmmoplan

106

asc n gccordance with
manﬁo'ﬂov Proc, 87-27. |

For tha firat retumvreport that is filed
folowing tha changa in pien year, chock the
tax on tna C at the top of tha torm.
Asranded RotuavRsport~—-if you fite an
srmanaad retwTyronort, check box Af2) “an
amenazd stunmvieport” at tho top of the
fonm. When filing ant amended retum, be swe
0 anawer 21 quISHONs and put a cvtie
around tha numbers of the tems that have
bosn amenaed.
mmmmnmwnwlmmmn
My Ba Usad.~=All Form 5500 senas .
retumv/renorts wall be sudjactad to &
computeszod review. t i, thecofore, in the
fiar's best interest that the responses

y reflact the cir they

wers dasigned 1o report. Annual.reports fed
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Farsuent 10 SRISA section 134,
0
Section4’

- Specific Instructions for Form 5500

Importent Answer 34 itarrs on the Form

nITUCHONG-or on tha form stusit, Theratore;
YOUY MSpONSes usudy a00ey 10 1he yoor
ontared or prwed at tha ton of the first page
of the form. “Ye3® and “No” quesbons are to
be marked erner 3" of “No.* tut not both.
“N/A® cannot ba used 10 mapond to & “Yea”
o “NG™ quesion which s required 10 be
swered by the Bar a3 spociied on pege 4
or § uncer “tems To 8a Compitted On Form
5500."

‘I'onaf‘ d
the Forms . .
Fin!.h-m:mmoimaform—Comdom
the space for Gates wiert (1) the 12-month
plan yoar s not a calendszr yeer, or (2) the
pien year i less-than 12 montha [a short plan
yoar}.

A- Check bax (1} i this 13 tha inttial fiting foe
this pian. Do not chock this bax if you have
* aver fhed for this plan even it it was on
mmfamSSOOvn.anm-Ca

d &t the Tooof

" Form S500-R). "

Mbox(zwyouhavammdfor

MmmHNMMWmm

pmmSuucdeowooqeofor

] the roqud
nmmww v

Check bax {4} i this form Es being fiad for

a parad of les3s than 12 montha.

B, Check the bax i you mzga any changes
to the pregrevted information on pege 1.

C. Checit the box if the pian yegy hes been
cianged since M Last retum/report was fled.

D. Check this bax if you fad for 2n
extanson aof tme to fis this form, Attach @
copy of Formn 5658 or a copy of the
amployer's extanzion of tima to flio he
mm:wndycumuamme

n R oﬂ-ms

to Fla® on pago 2 of thao i

¥ the
plmmu:srmmmdoo
Mrtansg

pioyer, for an employee Denefit

%) the 233008, Commeliee, ont board
of trustoss, Or oUher Samxgr groun of
mpresentatives of tha Dartes who estadkish
or moentan the pian, ¥ the pian is estatished

Inciuda enougn mformezon i iem 1(3) W
O9scnbe the SPONICY ssaquately. For
axamole, “Joam Boand of Trustses of Locad

187 Machimsts® mmorm;m'meoad'

of Trustaes.”

stipta-empioyer-
cosoctively-barganed pleny, fully insures ona
or more waifare ptans of esch paricpating
ampioyer, end usas a trust (or other entty
munmanoozﬁm—)umhosdaoﬂ
tha i endd tha for °
paymant of premeums tn tha nmurance: |
comparny. )

1b.Emorm09-dq:tmoyeruurmﬂaﬁm.'

number (EIN) z3signed to tha pien
piayer, For 00-1234867,
Empioyars and plan sdminisretors who do

* not hava an EIN should' zpply, for ona on .
mmuv

an spongory erg roimndsad thel they
should use the tust EIN when openng a
bank account or conducting other
tramactiom for a pien that mquires an
empiayer idenufication number. The trust may
apply for 2n EIN as explaned i the |
Bgreph.

group
n.cnotwmoENoimdmmmmg

The Dors of tha folk L f

This EIN must b vzad in o

mmmumkmmmm
retaTVreport,

4 you (8d not recoive a Fann 5500 with the
i filed

in, toms

Dege ong
1 througn 60 o3 lodows:
18, Enter the nena and codrezs of thoe plan

sconsor has & P.O. box, show the P.O. box
ruENDSr inased of he sTect Addross.

The terrn “plen SpONBOr" MeRMNY-—

- doscribaes the nature of the

sut fiings of thy ennul -
wnymmf«mnmnsadmwm
thera is 3 changa 1 tha sponzar,

if tho-pien sponsor is a group of individuals,
gut a singéo EIN for tha groun, Whet you
apply for a number, entor on Ena 1 of Form
SS~4 tho nema of tha greup, such e3 “Jont
Board of Trusizes of tha Loced 187
Machinste. Retirement Fzn”
Mmmwmamwumwmar
wih plans erp
not requzred to by furmeshad on tha Form

1d. From tha fist ot business codes on

- pages 19 and 20, entgr the ona that best

- ) the ampioyee uro-n-wonnmuuof-
lmdmmw

1e. Plans emenng cooe A of B instem 4
Mmmhmmdmmp

_emitea winch issue pubic secuNtias listea on

$I0CK EXCNENGES Or 500U Over the counter,
The CUSIP axsuar numper o the first sx aigits
of the nuMDGr s3Rigned to the ndvdual
ICUtes wrech are ua0sd, if the plan
soonsar has no CUSIP gsuar numoer, enter
WA~

Wsmmmllhn plan
i3 2igg e .\ ener
“Seme.” If fEng &3 a group inzuEnce
ety “Seme.” if “Same” it
«nterod on 24, hen dems 2b ana 26 should
ba iaft Diank.

Tha m “edmaestrator” means—

) the perean or groun of persons spevified
a0 o OMAESTTION Dy tha MSTUMONT Wikier
wihich (e oan 19 operated,

) the plan sponsor/emplayes if 2n
FAMNITRIOT 13 POt 30 ansignated; Of

2b. A piton somemstrator must have an EIN
for reporting pumased. Enter the plan
amematranr's 9-cigit EIN here. if the piin
asminsrator has no BN, 2oply for coa ks -
explencd in 1h thove,

Empsmudmmo}ummmn

wiass 50 o nue
pion document, even tough they engage in
eammigreive imctions of the pian., If an

pioyne of the emgtoyer s e as-
the plan ™at empioyse must
g3t an EIN.

Q. it the plan sponzor’ s/sdrmnistrator's

name, godress ena BN are aifferent than

+ what 20pears on the last retunnvieport (Bed

tor 13 plan, enter the péon
SDonsor

o4

3 AAMe,

- EIN 23 it 2opawrs on the st returtvroport

fiad for this pian,
kln&cnmdmdwvgnh 1900y a
changa in sponsorshp. “Changa in

baen trenstamed to enother plans), the plan
has not terninated or merged with any othor
plan, and 30 forth, Thersfore, the otan s now
ths responsbity of tha new sponsor whose
n=ma 13 enternd in dem 1a of this
reALTVITOOTE.

4, From s follovang st of plan entities
chooso tho ane that dazcnbes your plan
ertity ana et the coaa for it initem J,

HECYST S -

business. if more than one employer i

. involved, enter the businass cods tor the

107

Entity Code
Singia-omployer ptan, .o A
Ptan of controded group of comorations
OF COMMon controt . 8
Mutnaepioyer plan .. . C
Wluo—«nnbyuwmy-
ganed plar, |, . ... 0O
Muttipis-empioyer plan fother) . . , ., E
Page 7
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COfwetaeplnss, LT L., D

.,F fing for:

. wlmmmm“hmﬁm wpogwmsmmm " Coge
* Qroup NSLANCS ATBNGAMAN, OF BNOUT - . -
“ indormetDn1d- identlly. the pian. This aame . Dofinadt boned ~ s e e T
jmosuommmmc\mmmw- s M»dc«mm L
MO DrESENE DIaT ReMo-i3 lryar Gan 0, by - P - N L
Dmnmmlnummmm Prodi-snonng . . . e e e A
208ces kong . Swocxborus . . 7L L. L )
mmmmmawwom TorgmBenafR. ., . . ... . .2
effectivo, Qnermoneyprchase ., . . . . L 2
S&Ermrms-ﬁmwmmummvor Otner @peciyonpage 1 ., . .2

wwm&mwmmm;&

mmmpmmmsdvorm
* wellarp benoit pien numbears ane Codo

mmmmmnwn y Othes - :

siert 2 001, : manmmwmo‘ma
" . Onoe you u3a o pitn NUMDLT, Coninua to- -
” s & 0C that p:an on 2 hire Gings wan. :‘ﬁ“‘*“m sectcn 3
" B3, DOL ant PBGC.. Do 10t uso # for ey - 000 oo 2ol
other plan evort f you tnmwrted the frss: - - ANTURY orongoman of certniay | - -

(et 0eechbES. the-wotthio Bonahil pian for Custodind forrequintsd - -

* wivch s returmirepornt ia boing flack: - -

inaurEnice, 1o INTUENOe. Centn incwrnog, - P«mmmmm

* oya examaationa, tho fotrcodus Al &, D.- - OVCAVIT 20C0UNTS OF BRI .
and E ahootd be enomdas if your pla hes o {gscribed tn Couo sectton 408) as., -
wmmmwomormm mmmmm- e

" antar “Z™end vivita ln 2 deacnption of L
| Donsi® i 0w 3p2c0 Providsd. Onwr(dmmnmws)oofp&n) EN——
Ahnomﬁlpﬂmﬂn.ummr T 0c0) end C{2. i you chock etherof -, |

- 20, 125 0127 plany fling beczuss of tho + | UWSS boxes, cannistn Schooule £ Form

* repoTing Rquirement unczs Codo sacton mmmummmmm

* 80330 enould ‘entes cither coda M, NLor O, ° fia for tis pion, - IR

A pian that i3 reguired-to (o under Tida Lot acmmw'moumfornbwrmanSOP

. ERISA gs a’werzre pian cod undsr €ovr *U U9 PlEn.COTUTES CIDIoYSr TOCUTHOS Wity

. 28c80n 003003 @ fringd beacht plonyshould © | borrttved-monsy of athez Q_M_{‘Mmg N

mﬁn-kpp_c:m:rwn !r‘mmdl‘hgabm tochwiquea, - T

‘codes, 7 GefI Chock ithopian i o penson pian | -
nvpumtrmfcomM N-Ovaoumm o thst provides for ingicucheccounts and C T

chack 0a(2) “No” I th plen ! .. % pormas a porticiosntor benstciary to.

combingiion wmummma na.mﬂmo i Rizcanse oocount (520 ERISA section

.on pago 2 Secon 2By . 7 ey - L PR
- Typn of Welloro. . b Ccity: Choch this ot for penzion banshit
- or Fringo Benafit Flon ‘Coda.  plang matfitzined outidatno Unfied Stetas

. R for nonremgant elona, Sao *Kinas of -
mmmmum _“ A~ Filera™on poga 3 tor moro informaebon, -
bmamce.. . L. . s B 7 8eS\ In tho cpzco proviaa fotowmng 6{0),

-Suppiemantct unomutoymient” . « G- entor nomo of tho ezt end finencizt

Domtd .. . . . . .. . D0 “reramton. Alzo encsr ety ond £ wharatho.
VIBION- . o) e et e el . . E mlan_m;mo.(s.ao,psrbrm e
“Yemporury. disabiily (2ccidont and vzt sustonsd

BB . v e e - e . o Fi OciMinthocos mom\..d..dfo:lo‘.dﬂocc(m.
Prepaidbaga T T . . L@ .esy aomo ond cudsaof 3 103412 LE.

® : vy {500 pogr 6 for 163-12 48 Incyuctionsy™ . -

.~' - Cd. FO7 £ -CiviDioY St RIRCON PIINT CMGY
° ma Az ho Ccnployars o yeor enai For
: D emnpta, $inp o yoor 3 g coondss Yoo
I cnior12-31-0W Fez o pland.vath o Uiy
L OnD EmpIOyIr CRIITTNAS
ta Dzfsilsnet l"”""—J‘.::.n::ca s
Croup~— ingorercl Coda coction-A14imii-
N - G253 ERCITRE SUvICo qroup €3 4 (el
¢ servioy omgIAnion GS0) thet hox
o mm:,mo: engInzision M?G)m:run
hopchioRIIr OTpIIWr t 1y FOO ond that
- ‘regulery portoimy services for the £SO, or ta.
- EADIY szoessd Wi o PSOHn- -
Z pcreommg IO (r thing psrons, LRaA
@) ooy omao:gmxm!m(e-oneaw .
(n} 3 .Jmfﬂcmi’pnmono! iho buslmoi
that erganizziion’

consfsts of performing.
MWWFSONMRGOHW

'mmdmmmmm-rm--
 Paga8;”
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exereis ind:pnocnt control over tho £2Ists

by
mdemFSOmA-ORG.

1. 9:»- 1m&o¢mdmmotmo.

B-0RQA is neid by Prsots who are

62, A~cazh or asfemed.

arengoment :
Q200G Ungzr Cooo- secdon <0HK) isa pm'

of a quziifion ofinaa contoution pian whichr
proviges for an ‘eecuon by empioyeos. (O
aster part of sy CONMMTNITUON OF rACHVG *
thess emowns in cesn.

For watiow bensfit plons; dependorms are.
considired o £ SN PIIUCHaNts nor
panciciarisy. For ponsion Bonsfi clens,

MY pIySSIT CNUTST to Denefits uncer 2
- quriificd domosiicToitons orage &ra not 1o

by couR T3 pITiCpLMs for g Hemy
"PLIUGRIAt Msans Sy ndMSuLl whor io-
iachugzd In ond of tha caizgoras bolow. |
Tou Activo priicioonts includd any "’
'w\n}wc\m\:homumwhwoémm
covared By a £y cnd who 270 coming or-

" rtgining aedlsd eSwicd undsr a pinn. This

cogory includes ey reviciesty who ores (i}
cuTenvy briovs tho wntgrsion fovel in 6 pien*
thet &3 intagresed vath cocls ciounty, end/or

(@) cligbio 6 ctot to hovo tha cmnloysr make -
. poyMImD' to a Goor 226260 4019 quasfied

czzhvor doizmed Lrengomant, ACtivo
PLCIEINTS 10 INCiUgd ENY NONYE3Ld- ¢
ndivigus!a ©No Lo CIRNg ©f reteung
cregitzd 2onvico undzr a pién. Thia categony.
doz3 ot inues nomvestzd famae. ..

"cmoioyess who hovy incumed U break (e

2omco poriod epacizd b iy piens

For a:tzimening o Loovo purtciponts are
fusy vesiolt, poticly vasiod,-or Nonvested,
conzigorvIting v cimpisycy cantibutions. ¢
anly.

For.purposss of Coda scetion 60300, |
(#1002 banclt plon) “portopent” means any.
individurt v fo7 o plryesn hoa hed at
l2251 ono doite cxciudss fhom MComae- by
rezson of Coud coction 120, 123, or- 127 1t
you 2ro (ng Forn 530 for a weitero pien
nzt 13 requicd to L0 unesr Tida bof ERISA |
g undsr Cedc3clan €060 a3 a finger
BInsf pion, LD progSEng :a’:.‘m m not
coply. - - T

T In2etyo poatioponts recoming bonefits”
0 oy ICViCUTS Wwho oo rothod of .
sIpareicd froms emaisyment owered by the

| piun g who Cro reosndng Bonolits unaar the

pian. A inclugsg I0amer CMBIoVSES who &re
FECSVING Groun HiaZiih 0oninustion cuversQo
bancia purtucns to Pert 3-0f ERISA who pro
mwmmw/wmummm

wcgowmmmmwmmu
wwmmmmummyhumwum
" revacablo Commitment 1o pay o the
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Senefits 10 which ha ingivmdusl i3 enttiad
under e pian.

Te. Dacozsed parbomznts &4 Ay
gecassed INCVIGUES YO had ONg or More

who are g - w2 entited
mmmmmm‘rm .
mmmmmwdn-
NSLUANCE COMPaNY NES Ma0Q &N ravocable
commtment to pay & ta benafits to which
the b ies of that are endldea
uncer the plart.
79.Emanmrnxrwoipnmwum
mnmﬂwmrwwamm

For for a Code

401(k) plan, tha number antered on kne 7g
shoukd be the numbder of perbapants counted
in €no 71 who have madh a contbuton to
mmmmmwaww
plan yaar.

Tid1). i “Yes,” fio Scheduls SSA (Form
5500) &3 an attschment to Form 5300. Plen

s, Checit “Yes” it on emenamant o the

‘ ummmmmdmam&m
- date of the emenamaon. - o

u:.amrmommmm

ottha
*mdwmwmdmdmd
the amendment.

8¢, Check “Yes® ondy if the ncarued
benefits were retroactivety requced, Fer
eXmmpie, a plen provides a beneft of 2% for
each yeor-of sernce, but the-p'en is amendod”
to change the benedt to 1°4% a year for al
yoary of secnca uncer the piant. Do not chsck
“Yes” if accrued bencfits wern

. mummmmm;mum

nudmmsmmmmmn
adhdus Uy CONTECTS end the CONracts
vrone gistibuted 10 tho PABORSNTS. hack
“Yeos.”

o 2t tha trust astots wend iegally
mwvdmmamotdmwa
trought uncer *na control of PBGC, check -
“Yea.® .

Do not chack “Ys3” for a wettare.benofit
ptan which s st Kzble to oy banefits for
ciayms which werg wnoumed pnorto e -

data, mmwms:mm

terminaton
, CFR 2520.103b- {20

Sh. Tha Cada providea for a nondecuctte

. GXCISR CAX Ofl U nevernon Of 22ats trom g

quefiod pran,

St The must report the reversion
by flng Form 5330 and oay eny aopicabio
tar. The tax will not be WNDO38G LPON
SMpIloyers Wno &re Mx-eempt enutes unoor
Coda sacton 501(a). See instructionsy for
Form 5330.

1ou.umup¢mmnmw
conscidatsd into another plan(s), or plan
essats or kebéitiss wero tranciemed to
mmsxmmmmmu
plans were involved.

10c. Enter tha EIN of the sponsor
(otmeuyef #hasmgio—«no&ov«ptm)dm

other pien,

10;.Pammmﬁtmmmﬁhf'am :

S310-A, Notica of Mergar, Consolidation, os . |
TrunlcrdP!mAmuorLMs.nm
mumb«mmyplan

or &ny
dandities to anothar plan,
Caution: Thens is a penchty for no? fing Farm
5310-A on tmea.

11, £ntor tha coae for the funding
srrEngament usad by the plan for Uw otan |
yesr from the st beiow.

Tha *f " i the .

mwmmmmmdmdm
a modol gnencmant providac i IRS Nobca
88-\31 1968-2 C.B. 548.
&O.Chod("ch onty f e Gnonamant

mmmwmummmum

modﬂaﬁons.
8¢, A rovisad STy pan (erriplion or
summary cescption of modfitatons must -
be flod with DOL and Getnbused to &4
and plan ik no

iator than 210 doyn afwr Wo-ciosa of tha plan:

tha ena of the pian yet), check “Yes” to tem
at.

O, Chack "Yes® f the plan was tenTenstied
or it the p'on was mamad or consgudzreq
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plan 28 of tha end of the penod auaneda, ana
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other of y it
Wmoﬁcﬂmﬂmmcmumd—- L
Wmmmmm(l)mmmo!
unoucgmanmw“.a1omammas

- szcuritics veichr ia with

mScamu.:amExummConmor'
{9 U tho obigation i3 not recad on such a- -
nadgnd soountiza exchangs, £2 a pnoae not
1233 faverchia to tha plan then thae offering
prieo for tha obligotion ca estrbished by
cumment bid ond eshed prices quosad by
pareons indeponagznt of tho iscuers

(B} trom &n undenriter, 2t o o
{3) not kr execza. of the public offenng prce
for thy obégation exsot tortit in a prosoectus

ol o 8 v ummﬂumadmmmmbh
y W 79 ission, at-whi
Is & quatitying .mwmamommma
Page 15
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acquired by parsons independant of the
issuer; or
mmmmm ot @ price not

(A} not more than 25% of s epgregaie
amount of obfigetions issuad i sucn is3ue
and autstancing &t he tma of acqursition ig
Twedd by the pen, wd

(B) & toast 50% of tha oggregzta emount

C tha o ion of
wmmmmzﬁ%dm
assets of the plan is invested in ctéigations of
the ermioyer or en arféte of tha emp:ayer.
For of the quailying empiay
secunty dafistion. the term “stock™ must
mest tha foliowng conclions:

1. No mere than 2596 of the 2qpregsto
amount of stock of tho sz cliss ssucd

2. AL tleast 5096 of the ageregat amount of
stock describad in tha precading puagraph s
heid by persons independent of tha issuer.

For excaptions to tha 2bova, sea ERISA
saction 407(1).

:m.may 23 it retates to Nig |

& ty an
mhmmdmmdn
security prepsred by an indhadual or firm who
- knows hows to juciga the velus of secuntes
’ retonzip

third

* and.not tradad aa a Stock exchzngs,
325¢1). Gensrelly, overy pien oficiz) of o
employes benellt plan who “hundies” funds
or other proporty of such (22n must ba
bonded. Genorally a parson skl b2 doumad
to be handiing fund3 or otar prapenty afa -
ptan, 30 23 ta requind Eoning, whangver his-
. or her dutics or ectivilzg with rezpsctto |
givon funds era cuch that tharw i3 a sk ot
.such funds covid ba jozt in o event of froud
or dishonesty on tha p.:(ui'xcnp.;:om
‘acting eithor clond or in el
" Section 412 of ERISA cnd Roqwiilany2d -~

CFR 2580 provida i bendng requiemanms. L .

inciuding tha d=utlon of “honalng® 29 CFR
" 2580.412-0), thy pormesssiadanmacf bcr:3
{29 CFR 25£0.412-10), tha cwuunt cf tho
bond (20 CFR 2580, zunptC), and euty
ewemptions cuch ¢3 Gid oz leafor - -
unfindad pioas, et Bova ot iRniency

- comognizs (SRISA scctlon 413, Gid tha
- EROMPLON Ligvsng plon cinclzis o pwehinta
bonns tronw curcly campanics cuthonosd by -
tha Sucrotcry of thy Tresowry 3 ceeoplobly

Lagtom, |

- Il;.“tsdcn:n.mmnm‘:.‘n.dlnnn
fon vy oo

| e, €22

mmmam e not bonds -
which should be .

Mhﬂmum«.xmmd
cuverage avaiatte bor af cizas.

I2b{1). Chock “Yes™ # ha (ion has
suffered or diecovered ety 1038 33 tha resutt
of 3 Qishonest or rmuschutent 2032).

Saotd. It mait JAX1) has been angwered

of on or the
Yo" entor i3 U emount of thy fogs. If the
At amount of tha loa hes not yet boen reogyment of aloen,
prowvds ang d that the 34b(2). Noncosh bawia [Bera shouid incude-

fquan i en uch £3 AP Y by tha yer trom .
$1.000. perticipents end emountts dua drocly from

- PAIUCIDENtS which hova not yet been recaved
T ™2 oot 13 8 crlawad By tha pian. Do 1ot incluxta the repayment of

33a, If you era uncarten &3 10 whather the
mmammmmpaecwmm

AGUEST 3 Caveroyy datemnznon, Wetane
and fring2 bencf plana do not compiat this
e,

34 gnd 33, You can ud cther he cash,
moc:fisd sooruat, or eccrual bagis for
recogreton of tenractons n tems 34 and
35, a3 long a3 you u3a ona msthiod

Round off & emounts in itzms 34 axt 35
n the pesTest goiy, Ay other ITOouwTts ang
nmamrﬁ,smct\ed:mmmd
eTis coreiutly.
Cammoonamammmmmmdma
dzsartptions end 1321t your ouem disaipton”
&3 T3 Moy cousd soaikan!

comeTpondanca
. Qu2 10 a now cormpuIned eva of tha

Form 5500, .
“Current vohea®™ meang. 2 mestot velug, .

" whera oeotohia, Othervess, Umeong i feir

valua 23 gstnrinad in good fotiy undzr the
tzmns of tha plen by a tuzteo or anemad
; CSIUTENY £n aratry fquidzdon at

fiductery;
G2 tma of the daterminztion,

17 tha 225ets of two or mora plons cro -
mzistznsd in onz Uust, such 23 wnea an-
ampioyer RT3 two pions which oo fundad
dwough a sngla truet (weept b

46N, Noncash bezis filers should inciude
iacomo from invesiment incoms ecmod but -

. ot yot rocesved by tha pien, |

ub(d).mmnb:mﬂ:smﬁdmno
ANOUMS LD Lo 0 pinn wizen am not
nctuazbia in dems 34b(1}-(3) cbove. Thesa
mSy NCiugd smounts airz Fom tha emptoyer-

or pian for expanza reime o
from a prrucino for thae cpaymant of an
overpayment of bensfits,

J4cit). includs off esoots which ezm
mterest in o fincneind inctiution eccount
mncluang kntorest baonng chizeking
n:sm«mzz-mgsmmu_unu
mongy mesiet fund,

Mcﬁ,\.hcmda"cm.a:::uadar
gusrentesd by tho US, Govemmant or 03
dasgnzted £gncies such £3 U.S. Savings
eme.unybms.Tmnybﬂum

T end GRMA, -

34ci4). Inctuda investment scaities iesved
by a comorc:a entlly o1 a 2toted bnerest rate
mmﬁmumﬂamuqmmm

gebonturcs, commarcisd poper and 22r0-
coupoa bonds: 05 not inctuda d2bt secuntes |
dGm*mmJun&swmmdnm :

* reponted wundzr 34c(3) o7 41T

“Preizmed” mema ey of tha above
::x:xmf.:a e cro publicly treosd m [}

T ZTongsnent reporied in itoms-34c(11). .~

trsug 3415, compista Lamy 34 oad 35
byo':.:mqmanéanncbum‘amdc..m

r oo Gt funds, repont £ oumbicd
fliazncicd efoancian i fioms 33 cad 83

Ry oo, dod, S edinds ) - -
inzurcdhvwdona gl ong fulty incuncy
ponilta el r.: J")t‘mca..n”amci 29
cFa 1.120.10 ,.

i, Wiundoy, o7
LLoopIga2
Tocizmmng u»,::: pranaapola m:y
ol 1idye 139
Erzeplon Flmaviich oo bodh welioro end
fingabonil p:"':; Tt compiats s 35g
&nd 35,

- 24, Column () thould ba ussd to enter the
c\m:m VEUd 0f o cosoty ond fohTies aa.

. ¢t tho beghniag of the plan year. Column (0}

shoutd ba us2d to cnior Uie carent valus of
pmc::...:mdnm U .ao!mamdo!tm
p:myw
In ool
tor ¢

wuwbn

reoogy 2 roienga and
'-unilinh.‘fauvumod‘n' wamm. i the
il23 cro not £ thoy ero isted

o3 “Othar®.

34eBAL Includa stuek koued by,
ocomporTenaviich 3 cocompanisd by
p"“m ned Aghls such e tha gt to :b::v
in dbuionl of czmings ot o higher rotg or
g gonomd pridnly over tha common stock of
tharzzma anlly, Includs ha volua of warents
convertitla inlo prolived clogit

3400000 nclun sty ciock wirdeh
ICPICIIIBICTY "_l ownzriip of the.
corncrr.::anmd i3 not cocomponizd by
ATt TS Pl 1h vaua of warams
carrCrtitts 320 cormmen clody

UL Includs Gra vaud of tho pian's
pIricipian i g pIMITRD of jont ventung o
12 undaiying £t of Uio portnamivp of
fint venama oro not conzidomd to ba plen
amzta wndsr 29 CFR 2510.3-101. Do not
mmmvumolnu:n’nt::acthn-

PLINTTHID OF fokTt veniura which Is 3 103-12

IE {223 tha tnstructions tor 34¢(17) through
34c{15), bulowd.

J4e(TAL inchuda tia cuTeat vahue of read

proess

"mhooammmcimmnmmmu-a.
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Do not inciude the vaue of fixure pansion
paymenms in denrs 360, 340, 344 34{ or 34x

income or used in plan oparsts g Dbaxs pans should incluoe ars Gatermuned by takong the total rent 1
34c(BHAL Inchuda the cument vaiue of ail mmmdm«mmmn and g s
ioans made by the plan to or gog bawn ¢ and spproved for px with the property. it the redd . -
financing 10 purchasars (other than plan ty the plan, Aroperty ts omtly used 83 NCome
par of t g unts, J4h. Noncash baus pians ghould inckids aroperty and for the operstion of the plan,
enhar tyy Maang o PArLCIDAUING in loens the total mount of abSgEtons owed by tho that portion of the axpensas attntxstanie to
arecty of by ioens plen which wore incued in the nomal 1he INCOMS procucy portion of the propety
ongnated by a thirtt panty. (For parbepant coaranons of the pen end have baon showsd be netted sganst the totel rents -
ioana, saa JUIKA) and (B), below.) raceved,

cirectly Or Dv oms
onginated by a trd pany. (For perticpent
oans, son J4(HHA) ena (B), baow).

2pproved tor paymant by the pon but have
naGt been pard.

3L A " Aot
“Acquestoon indatredneis.” for azot-finsnced
pmpmymwmmdwm means tha

9 of tha pr gaut

ncurmc:

(1) by the orgonization in ecqering or
mproving tho proponty,

{2} before tiva ecquszition or murovement of

35bi4). Cotumn (1), tosal of net gain (loss)
on saio of assats, shaudd refisct the sum of
M9 nat reasized gasn (ar 1033) on eoch gssat”
hoid at the begmning of the plen year wiuch
w3 soid or exchonged dunng tho plan yeer
mmmmmmwm
aiEpased of wathin the pian yoer,

curent vidua at the enda of the plan yeer. For
purposes of tids fom, tho incroasn or :
dacrsate in the vauo of assats snce the

plan to provida mortgago finencng to
HArtCINONts who werd purchasenm of real cquin o imarova [ propary; or

vo of () attor the a of enpe o
mortgage was for remdontial, ial or tha property o the dabt was incurred ony 10
farm property, TS OF imTRrava B3 O Y 2nd was
34c{THB). Incuds tha balence of any kens foresyeshia ot tho g of such

mace t0 PATCICNTS WICH were not reported.

in item

34c{10). inciude all loana mada by the plan
which are not to be reported eisgwhere n
itern 34 such as lozns for construction,
secunting icans, and other mascoianacus

. loans.

34c(11} through Mcib) nitems :uqn)
through 34¢(15), entor the cutrent vaue of

~ the plan's intorest at tha bogawung and end

of the pion year. it soma ptan funds are held
in thesn investment arrangemonts, end other
pion funds em heid in other funding madia,
complats all epplicable sub-toms of kem 34
with regamt to-assots heid in other funcing.
rmacdia.

Aplan i g in cc !
trusts cr poOckad CoparIte accouts should
attach £ tha retnyreport sther the
statement of assots and labities of the
wmmmmmmorpoomuom

or tha i

page 3 of thesa instructiona.

The va'ue of the pian's intorest in @ mastar
trust is tha sum of the nat vaiuse of the

341, Column () must equal tho sum of
coltmn (a) phus gams 35§ and 35].

382(1). Inciuda tho toted cash contributions
nmvmma(fwmbmumm
to be recowved.

35a{2). Usa the cuarent volue, 2t dato
contributed, of sscuntiss or othor noncash
proporty.

38b{1}{A). inciuda ths intoreat eamaed on
lmmmmﬂbuwm
i which aro & io in 34ct1),
inctuding eamings from swosp accounts, STIF
accounts, atc.

am1muummmwmam

of This is the
Wmmmmlmm
on lina 34c{2).

ISBUNCK Inciuds the ntarest eamsd on

are optamsa by muitiplying tha plen's
percantega mtorest in each mester qust
investment account by tha nat stats of tho
irvvestmant accoun (tatol 2230ts Minus total
lisbditins) at tha begrung and end of tha
plan year.

J4ct16]. ‘You can uza the £2ma mothod for
determning tha veiua of the insurenco
contracts reported in 34¢(16} that you used
for ling 60 of Sclisdula A (Farm 5500) es long
£3 the contrect vaiues aro statud as of the
begmmng and end of tha pian year.

340(17). Other xvasamants incluae cobons.,
ndex fulired, MOMUICHESe DEFESMants, and
State and MUNKCINal SECUMTLAS AMONG Other

i

34, See J0g on page 18 for the safnon
of empioyer sscunty.

34a. Inciuca the cumant (not book) vaiue of
the buldings end other property used in the
operation of the plan. Buddings or other
heid as plan investments shoukd be
in item 34¢{TXA) or (B), or 340(2).

i

U.S. Go This is tha
interest emed on thy ivostments which a
reported an Ena 343). -

35b(1}(D} Gencrely, thia i3 the interest
azmzd on 3Touniiss which ore reportcd on
lines 34c{a){A) cnd (B) cnd 34rs{1).

3EB{1){E. Inciuda th intcrest comad on
tha mvesamams which &m repontea en tinea
34c{6VA) ord (B) and J4H(THAL

A51{1)(F nchugs tha interest ezmsd on
tha invo3tmznts vech cro reported on fines
34c(9){B) ena 34A10).

35H{1){G). Inctudo eny intarest not reported
in 35B{HAMF)L

385(2) (A) end (G} Cenzrcdy, theso
dividanas ang from e ivestmsnts which are
reported in tema 34c(SHA) and (8) and 344i1).

For sccruzd bawa plons, includa any
ahndsnas cocianed for stock heid on the date
of recond, but not yat receved as of the end
of the pian yeer.

355(3). Gananalty, rents reprcasnt the
income eamad on the real proporty which is

117

gnning of tha plan yoor (f hsid on the first
aay of the pian yeor} or the¥r coquesrtion date
{if purchased cumg the Gen yoar) is reportad
0 1tem 15b(5) telow, wiht (o axceptions: (1)
mmﬂmdgm(ormmaammmxh
we3 oispassd of during tha plan year is - -
WMW)MTHWWQM
mfnvammmgm(a-mnww

i3 rep in toms _
SSbﬁ)urwm:ﬁb(lm. _
The sum of the reckzed gein (or loss) of alt".
2s30ts 30id or exchangod during the plan =,
year i3 to b caicutated by— .

(1) entenng the sum of the emount recsived.s

for thesa fonmeer oessts in 35b{4), column (a),
linz {A),

) entoring i 3Sbi), coarrm (8, Eoe (B -
formoar -

tho sum of the current vaius of thesa

] (B)ﬁmwmmmm
result on (ino ¢ in column (bl .

A negative figure showd be piaced in
parenthesos.

3%h{%). Subtract tha cument velua of aseets
at tho begniung of tha yezr plus the cost of' *
any assets 2equaed duning the plan year from
ho clrrent vaius of Zussts at thaend of the -~
yosr to obtein this fiqura. A negative figure -
should ba pizcsd in paronthesea. Do not
incisda tha voluo of eassts reportabia in items
256(4) and 35B¢8) through 356(10).

35b{6) threugh (105 Roport ait eamings,
€xPenscs, goins or 103303, 2nd unnoalized
TPPTECIBUCN OF GSPreciitan which were
inciudad in computing th? net investment
g (or foz9) from thees nvestmenmt
arrengaments hore, if soma plan funds ae
haid in eny of thos9 invastment
end other pian funds are hald in other fundng
mmaaﬁm&mmﬂwlmo{
item 35 (o report plen camangs, and
aeponses, relang to the other funaing media.

Tha net investrnent gan (or loss) atiocated
to tha plan for the plan year from the plar's

in thesa
is equal to:

(A the sum of the current valus of the
plan's intorest in oach invastment
arangemant at the end of tha plan year,

Page 17
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i each im
the bagrwmng of the plan year,

C) phun any smounts trangtamed out of
GACT! IVESIMENt ATANGEMaNt by he plan
doring the pin year, axd -

) manss sy amounts trensferred into
aach nvostmemnt arangament by the pian
Quring he pian yesr.

Ermruunugmu-oowvommor
the net 1083 in parenthesas.

35¢. inctude any other plen incomse eamed
that i not ncksded in 35a or 350 Oo not
nCiude Tanstors fom othar plang wiich
shousid ba reportad in itesm I8,

33 Acd &3 amounts in column () and
enmar T bt incom,

e, ¥ asx inciuge iz or
attar proparty. L3 e curent vouo &t ot
disrtuted for this tem. Sea poga 10 for tha
defirxtion of aaTent vaius. if they resumrepart
is bang fied ondy for a fringa bensft plen (or
for both 8 finga beneit plan ond o wetizre
baneflt plan wiuch ta cxempt from compiating
tam 25, you mrest compicta irema 35g and
33 {reagonsnia eatim=:ss val ba cocoptobiy

(B) minug the current walue of the ptan’s
at

Jﬁe(ﬂ.mmmamv*‘molcﬂ
cman, seRdiey orcm:rpmpcnymmnmto
of aistiagion. -

3ot Inchuca psyments (o insurznce
companes ond simicr argenantions such a3
Be Croms, Bhua Shivd, and hegth

cLrg, dantnd COUSEgY, elsy

mmmubt;umdw
G 3TTWICHd, YTNING Cnd Epprentoshtp
SArwces. =

38¢ Interest opensa (3 4 monztery chage
or e usa of TGRSy bomtwed by tha plen,
This amount =hotd incuda tha tomid of
ntarest pad of 1o bo pd (for zecusd basls
pians) dunng ha plon your.

é i the gonercd

(67
mpnpmwwmqmmmem

- end of the pian y&) 1O @ contmct
tor pert .

trusts, pooisd SEOEEte A0COUNS, MK
tust svestment socounts, and 103-12 1E3 In
g hewr Nt gants) or
Jommtes). Hf thia reazvvreoort ts flked ondy for &
tringe Denafit pian and NQT for & witare
tonefit ptan, do not mcksda overnesd
expensss such o8 uthtes and
Wmaymmm‘wa

progrom n
Cooomﬁm\ﬂ a0 rxn inchude expensas
for joh-reatsq UTining which er asoucable
unger Code szction 162
:L“q(ﬂ.mmmdm:n:ma
and tha

& £Ata 1o

prayment of
mmmmbym(mmnlmmm
inaurencs, cic),

mmmmmtwmwhm
cano of gocnud bats alona, costs wcured
cunng tha plen yeor ket 0ot poid a3 of tha |
end of tha pioi yoor) by tha pon for outsda
2scounting sTrecss. Thasa may ncludd the
fecis) for the onnudd suat of tha plan by an
indzoandant quititcd pubic soomment, for
payod cudts, end for :
Booitkaoping savicez. Thaso do not includo °
amounts peid 10 plon cmpioyess to parform
ceoounting funciona, *

380530 Incluga G totd foeg poid (of in the
ca%o of accrus! boria pizng, costs incurred
quring tha pion yeor but not paid o3 of the
end of thapion yo) to an eopry for
servicng frondored to Ui pisn,

35¢¢4k inciudo tha toicd tozs paid (or b the
casa of eoorund bas pions, cogts cumed -
dunng ta pion yeor but not paid o3 of the

serwces for the plan. For purpozes.of the -
By t, 8 conuact Beny
pammmumm
mwmmvummmdm
e 9 ship

rostens, ctams

empioyesa of tha pien or bonks, of incumnog
camons.

15g{5) includa tha totdd feso paid (or i tha
casa of sooun bass plang, costs incured

and fess for tha evalusion of the pien’s
'IIMIHH mb"-u
350(6). Inchade tocal fees paid (or in e
case of scorus Dass plans, coots ncured
dunng the plon yeer but aot ped ca of he
endt of the pian yesr) to a tawyer for sormoes
Mmmmmmwmm
Q logai on, end eavice
Mnmkrwm&mw\do'ama
beneafit to plan pIUCpEnts.
35g(7). inctude tha 10128 a3 poxd (o7 in the
case of roarual basrs plona: Costs ncumed
ouring the pion yaar et not pod &3 of the
ond ot tha pian year) for wcluctions or
LOOTESES o doinrming tho cout, quzity, or
vahua of an ttem, Thees ey incuda e keels)
ood tor epprerssts of o propenty (eod
eswie, gesmatonss, coms, e, ind a
vahmpon of closaty hald sccuritian for which

.them 3 Ao ready matet

33G{C). krchis2 tho toid (co3 and axpanses
ptxs 1o ar on behad of pan tustees {of in the
czea of sccruzt bests piong, costa ncumed
aunng tha pizn yez bt not pzid es of the
mc!mo:myw).m.. m:ymado
remt with
mmmuwwmmm
MISUNQS3, cic,

33g¢0). Othor axpensas £r0 thosg that
camot ba exsocated Cafindstly wah tems
35g{1) through 35g10). Al mescconaous
QXPLENTCI T {230 mctuasa in tes Ggune,
Theso may hciuta expanees for offlco
ppies end equpment, ¢S, teizphone,
postaga, ram, Sl avpances
the-owmarzhi) of o bulding usd in the
cperanon of tho plan,

mmmmdmw 3¢,
and 35g(10).

361, Subtrect tem 35h fom Rom 35d.°

351, Inctugs- n this figure

. um«:mmmum«unmmm

ralmdwmamﬁnﬂmm
to uszd for a

g plan (a.g., batwresn a tet and an

sty contrect). Trensdens out should be

. SnOWN in perenthazes.
mmmxyﬁ?:,mdm 36X, Inctuda the amount of not aosots at
ar corn {or oitwer parson) o Q of tha yezr, Thia £rmount must
mmmmmmmmwb oquet itom 341, cotsan (2 -
Thozo may includo fozg 351 Inciuda ths cmount of st eesats ot the

inciuding 2:0%3 which ware not 1
trom thes Qrozs i of Loty

Page 18
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ond of thg yoor, ‘mmmmqultun
341, cotumn (bl
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- 1488 Other nOIMSIEAc mendrais., excet fusts,

Codes for Principal Business
Activity and Principal Product or Service

memmmmmmnmmmemmm

Office of informaton and Requistory Affars,
entarpnsas Dy type of activity m which they are

Omca Mamqawmmﬂqu.mdlwfy
engaged.

AGRICULTURE, FORESTRY, AND FISHING

0120 eid goo.

0150 Frut, Yoo Mt and YeQIEie.
0180 MoroCukurs

G230 Lvesiock,

Q270 Anetxal SOBCMILY.
Agricuiturzl sarvicas a2nd forestry:

0740 Vetennary senncos.
0750 Ananad Sernces, &xComt vetamary,

Coas

2348 Womsn's ang Chedran's Cothing,

383 Hnmmawv Mqoods.mom-
% 20CRII0NEN.

Coow
3598 Engines and BADINE. SArvice NAUSry
macTnery, and OMAr MACTANSry, EXCOK

Electricsl and slectronic machinery,

30 Houssnokd ecofENces.

3085 Am0, WIOWLON, I COMITAXBCEDON
oquament,

3570 ana

3099 Other eoCTIC SQUIOMANL

Transportstion equipment:

3710 mmmmmu.

IT25 ACrall, QuosRn MISSAS, aNa Derts.

3730 Stwo ena Bowt Dukary and MOMMG.

783 Other trenenOnzzon MQUEDITANL

. -mmdeotmu'ﬁmummnmx

0B00  Forvetry.
F Papor and aled products:
2625 Pun. pocer. g bosrd MmEs.
Fishing, hunting, and trapping: 69 Cwer peoor
0930 Commarcal fishang. RChanes. AnG Creserves, Printing, pubiizhing, and ciflad Industrl
Humong, Tenong, and game mo
2720 Ponomcais.
. MINING 2735 Booka, greetrQ CIras, and Meecotancous
Metat mining: ZTW  Commercaal and other DANGNG, and prtng
'gg h(':‘»'hdm Qoid and siver
1 onc. ores.
1098 Ocher Mol rwung. Chomicad end alfled products:
1150 Cost mawng. s plasnes ang
Of and gas extraction:
2840 Soan, cloaners, and trakit
1330 Cruds pavoicum, nival gas. and natwal o oo Qoods.
1350 and gas faid services, ang coxes

1430 Ofmension, crushad B1G troken stone; sand
ang

CONSTRUCTION
G i buiiding and oporzive

buadders:
1510 Ganerot buiding ConuRCtors,
1531  Oneratrve Dusoacs.

Heavy comstruction contractors:

1611 Mgy and strest consguction,
1820 Hogvy CONIULCDON, exceEt Ngnwary.

Spocisi trads contractons

i me&m
1721 Pantng, paoemtngng, 2nd GOCOKDNg.
1731 Bectical workt.

:740 Mnawmxﬁ.mum

1781 Roofineg end £Nost Mt work,

1771 Concruts waoriL

1781 Water wed aning.

1790 Miace2insous spocial TE00 COMIBCION.

MARUFACTURING
Food and kindrod producta:
2010 Maat products.
Oy progucts.

mmmm&dm

and clocks:

3813 sk
OPVCEST, WESCNRT, I CICUKS,

845  OpOCH, MOGCE, N0 oOMNMhE™C QOGS

3060 ang

3938  Oher manutztunng products.

2910 P«rvnmmr(mm

it erscoont.
2000 Ommmmcoamm
Reter axd piasdcs proc
3050 AubDS? DOAUCTS, PLISDCS 10Ctwaar, Nasa,

ana psong.
NTU  MaEC. PRITCT DFOCUCTS.
Laather end lesther products:
3140 Footwaar, GROTOt rUDDSY,

3188  Othor aUIRY 2K l8STIES PrOCUCTS.
Stone, ciny, giass, and concrats products:
IN5 Glaes pooUCTS.

40 Coman,
3270 Concrein, Gypsum. and DS DIOOUCTS.
3208 Other NORMCIEZIC MANaN PFrodUCTS.

3410 um;:mmm

mgcrenery.
1350 30508 NOUSUY MECHNITY, GUCEOT
TERFOMUING MEICTENDNY.
3520 Gangrn mousII MICHNOry.
570 OMca, *na

TRANGPORTATION, COMMUNICATION,
ELECTRIC, GAS, SANITARY SERVICES
Transportsiian:

4000 Rzvona trarIpOtation.

Loczt and P Q ¢
4121 Teocehs,

4189  Other PITONOGr rayenortaston.

Truching end warchousing:

4210 T focss and distance,

4209 m'mmk.'z trucking torminala,

Furmourg and homa fumanngs. _.‘.
5030 Lumbor ot CaNSITUCDON matenais,

5040 0 O ad

hootyy goodta. WS, 204 SUDDNCS.
5050 Mﬂummm.mmpwmumm
S000 Elmmvm

5070 Harowore, puMbing, and heeting eaupment,
Ferm meacrary £nd oQuwoment.

119
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Cooe Coce
2083 Olrect sofing OrISUIINONL.
18 Con o

5002 Fuel and 108 Gemars waceDt fusl of end v

bora T219  Ower leunary, g and GaTnant
5064 Uouefied prrckeen gus (omed gasi. POy TRk, ot
092 7241 Racor
S50 Cigw mores and sundt. 7231 Shos renes 2nd hat Cloeng £hOCE.
5204 News OO Q7S NOWRSLINGG.
$308 Oty Moty reml 1ores. % sorvicus e

m%mm Busingss sarvices:

Benking: 7310
6000 Mt Tg3 Dot bery) Mm‘z’-mm
6000 Barva, ex0eOt A sTwK3 benxs and 3% o

berk hodng 7334 Ecusomon rermd end toaeng.
Creaft sganciea azher than benka: T80 Onar tusmats
g}g xmwm Atomotive repir and earvices:

RET2TONS,

3150 B T310  AeomoTre rerkess end iKesng, wthout
6100  Other geodt o, m‘

s Ity Y 7531 ALLOMODE0 t00 & HOaY FEar ShooE.
QRCRINGED, o SITVICTT 1830 Otwr mRomOORe '"'m'um'
6210 Secumy trosrn 0L, CTD 7'54.:!

6229 Commodly coraract broters and gisiors, 7622 Rzgo end TV rerer
Bcumty ot CATIMOtty = 7620 Slectnedd o2 ShORI. ExCE0t recto and TV,
£er] erveo. 7041  Rsuofcassry end

58 st B3 or marine ond
ozrigxy fod or Gong T M3DCN PICTNG Thedaers.

3152 Amuzement end recresiion exvices:

3511 Regt ot GDOMONS {R03pT davetopdrs)
togsors of . -

£518 leczoors of rarng, od, and

6318 Lsccors of radyCad propesty ena other real

8531 mcﬁ:mmmm

6541 TR etarert

52 SubaMOss and ORI, SN0eDt ..

6553 ¥ xSy od

6559 Other real cotemy,

5011 kiz=s ond boys' COtNG End Ruormeivngs,

sazt Cons,

3631 QOCCITHTY ENG ERLOETY SN,

g; Cuiwea’y snd NBamy eor Sst.

861 Shos camea,

5081 Fumua ond kur shooa,

5009 Omer cppossd NG LLCEATONY FIOMDS.

Fumiture, hama 33, end

SRINESE £200CHE

T3 Aoy )

571a R, and uphciziary Sloms.,

5719 - Hara 2PERONOTE.
L2073,

STX2 Raoio a0 TPAUON M0MeS.

5733 £-. -8

Esting and drinkdng piocea:

5812 Ezung cfeces.

SI3  Owvzon pracea.

S ratcd

S@t2  Orug storee o PRXTSIGTY SIONE3.

a1 20EN,

- 5831 Ussd moxcnanciss 20708,

5941 Sooreng Qoo BEO/EH &N BICYCe Shoos.

5542 Boos o

5043 ‘stores.

5048 Camcra ond CROIOGMUN BIODlY FI0Te.

S347 G, rozty, nd souwnar

S48 Lugptge end leathor QODOS tiones,

5040 Sowoag, noadyrark, I PACS QOOGS SI0Ml

5091 died OFOW NOUED. =

TAX-EXERAPT CRGANIZATIONS
Churth GAons maieny o SlCRoR UNCer
25808 41058 of (s incamned Aevensa Coca,
Goveramenal ingetsaentsity Of AgeNcy.

T O |
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Department of the Tressury Depertment of Labor
Pension and Welfare Guaranty Corporation
Benefits Admenistretion

internal Revenus Service

1991

Pension Benefit

Instructions for Schedule B

(Form 5500)

Actuarial Information

Coda references are to the internal Revenue Coda, ERISA rofers to the
Employes Retiremant Income Security Act of 1974,

General Instructions

Code section 412 and Part 3 of Titlo | of
ERISA) must fis this scheduls as an
attachmant 10 the returrv/report filed for
this plan year

Note: (7) For spét-fundad plans, tha

S¢ and 9 regarding atbzchment.
Statament by Enrolisd Actuary
An eqrolisd ectugry must sign Schedula
8. The signatwre of tha enrolisd actuary
may ba queiified to stato that it is
ammamdwdqm.dﬁcamom.Seo

Income Tax Rogxiaﬂom
301.8059-1(d) for

contined in Schsdu‘a B.

Specific Instructions
{Refarances aro to Lno itemis on tho
form. ) R

4a. Only cortoin colcctively bogeined
plang may elsct tho shonte! funding
mothod (se2 undzr Coda
saction 412). Advenco cpprove) from tho
IRS of tha cioction of tha chortfcl
method of funding ts NOT requined if it is
first adopted for ths firet plon yeor to
Midlcmmicnﬁz..,om

Howeoveor, advanco cpprovad from (RS is
rsquired i the chorde! funding mcthod
mmmdatum,ruﬂm:ra..pwﬂc
maothod la

accumuisted
Mmhntnbemmadmﬂmaamlm
of en amount from iino o.

5. Changss in funding mathods
Mmumgmmacmmmm
method, changes in astat veluation
msthod, and chenges in tho veluation
dato of plon costs and Labiities or of
plan assow. Gonorally, theso changea
require RS approvel. i approval wes
granted by en individual niing lotter for
thig plen, attech a copy of tha istter, If»
approval was grented pursuant to a
regutation, ciona rulng, or revenue
procodura, attech a cepy of tho items
requied by tha appliccblo reguiation,
ruling, of rovanua procodure.

@z. Tho vetuntion for a plen yeer may
bo as of any data in the yezr, including
tha first ond (oot Voluations must bo
performad within tho porisd specificd by
ERISA soction 103{d) and Coada section
412(c){0).

Cb, In computing cuncat Hehility,
cortain 2ovice may b dimcgordad
undzr Cads scodon 41201{7)D), and
ERISA suction 302{(}(7)(D). if tho pion
hag porticponts to whem thosd
provicions cppiy, only a poresntego of
tha ycors of sorviea beloro such
individus becama a porticpont in tha
plan is trken into 2ccount;. unicas the
cmployer has clocted othonwizo,

Ge. Enter tho cument velus of total
esois &3 of tho boginning of tho plan
yazr, £3 shown an Form 5500 or Form
5500-C/R. Contributions designated for
1933 should not ba Included in this
amount.

Crt. No. 13813t

121

ad.u.mdef.Allplnmmgmuimof

in fine 12 should reflect the best
estimato of the plan’s futine experence
sololy with respact to that assumption
equabﬁatothoplnnonanongohq
(rather than a terminating) basis.
acmmynnmmkmmommmtnsaf
corly retirernent and the pian‘s earty

tna 8g, no salery scale projoctions
=hould ba used in computing the -
progsam voluss.

Tha interest rate used to compute the
cument llabiity must ba in accordance :
vath guideiines issuad by tha IRS.

The current flability must be computed
in accordanco with guidetines issuad by
tha IRS,

Omit from lines 6d, 8, and 6f
Rebiities fully funded by annuity and
insurence contracts other than any
contract funda not aliocated to
'lm'nn'w IEIS .

@, Entcr tho curant lichility as of the
begnning of tho plan yoar, Do not
inctirda tha lability attnbutobia to-
bonsfits accruing during the plan year.

Columin ($}—if tho veluation daie is.
not tha begnning of tho plon yoar, enter
tha numbsr of poticipents as of the.
mest reeent veluction dato.

Colwnn (2)~incluto only tho porton
of tha curent linbllity arntutatle to
vasted bensfits, |

Column (Fp~inciudo the cument
fizhidty ettributebls to all bonsfits, both
votted and nonvested.

6a. Enter tho amount by which the
curment labillty is expactad to increase
Mmmummmmoptm
yoarOneycar‘asalary maybe =
refiacted. This amount is inctudad in the
Uﬂmdhgllmmﬂonmlcuaﬁm
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empioyer

than 2% months (or the later dato
ailowed undsr Coda section 412(c){10)
and ERISA section 302(c){10)) aftor tho
end of the plan year. Show onty
contnbutions actually mzda to tha plan
try the date Schodulo B is signod.
Ceortain contributions must be
made in

section 412(m).

Add the amounts in both columns (b)
and (c) and aftter the rasult on the total
tine.

. dasignated
1983 should not be includad in this
amount.
WLForthenmcstobauwdm
detarmmme the shortfall gain (oss), sao
the requiations undar Cada saction 412,

owmm1mbmmmum
90, enter tha amount from tna 10,
Muitlempioyer pisns in reonganization,
see instruction 4b, Fie Form 5330 with
the IRS to pay ths 10%6 cxcisa tax (595
in ths caso of a metkemployer plon) on
the funding doficiency.

9. Under tho shorfz msthod of
funding, the normz/ cost (n tho funcing
stancard account is tho chogod por unit
of production (or psr urkt of soivice)
muitiptiad by tho cotusl numbser of units
of production (or units of coriee) which
ocaumed dunng tho plon your Ecch
amortization insteincnt In tho funcing
standmd gccount (3 conloly coiowticd,

90 and €L IF th=ro oo oy

should ciecnty indezo tho typs of bz
(e, originzd unfundod Lzollty,
amendmenta, aetusrs) fogses, e, the.
outstanding txianca of czch beso, the
umbor of yoors remzining in the
ann@a!bnmﬂod,mdm:nmnimm

Page 2

instaiments, oo Codo-

The outstanding baiance may be as of
any day in this plan yeer.

9c(). Amortization for waivers must be

based on the mandatad interest rate.

9cfi). I a credit descnbed in 3KH) was
omtarad on the pnor year's Schedule 8,
establish a naw base equal to the
amount of the credit and amortizo the
base over a 10-ysar penod at the
valuation rate.

8o, Emor the required additional
funaing chargo from kine 13r (or 13q if
13r doas not apply). Entse “NWA” if line
13 is nct applicablo.

For corporations descnbead in section
808(b) cf the Stes! import Stabiltzation
Act, enter the smatler of ino 13r and tha
transition chargo prowided under Act
saction 3303(0) of OBRA 1987. Includo
an attachment cutiining the calculation
of thy tranaition chargo.

91, Intorest is charged for tho entio
period of und Aefor to (RS
Notco 89-52, 1989-1, C.B. 692, for a
description of how this amount is
calculated. :

Note: Notica 89-52 was issusd prior to
the amandment of section 412(rm)1) by
the Revenua Roconcitiation Act of 1989,
Fathor than using tha mta in the Notica,
the applicable interest raty for this
pUrpOSa is tha groater of (1) 175% of tho
Fodarst mid-term rata at the bagnming
of the pian year or (2§ tha mte used to
datermina tha current fabdty. All other
dascriptions of the edditional intorest
chargs contoinsd in Notica 89-62 still
apply.

8i(0). Entsr tho axcass, if any, of tho
accumuiated funding deficiency,
digregarding tho crecit balanca, if any,
over tho full funding limitation (FFL)
beforo reflocting tho 15036 current
llabdiity component

s*m:fmwmmgrmm
refiscting tho 150% cumment lietility
component is (sea than the full funding
limitation boforo refiecting tho 150%
current lzbility component, enter tho
amount which, a2bssnt tho 150% cument
lizblity componant, would havo bsan
rsgqured.
Notes The sum of fnzs X)) and i) is

aing

scetion 412(c)(E)

SHED. Enter a credit for a walved
funding dsflcicney for tho cuvent plen
ycaor (Codo czetton 412&:);3)(0‘)) Ita

weiver of a funding daficiency
pcnam.donotrwmftnsnae:ﬂtbm
23 a funding daficiency, If tha weiver is

equation of Incoma
Tax Reguiations section 1.412(cX3)-1(b).
Valuction assets should not be adjusted
by ths mconciation account balence

122

tha prior yoor's Schedu!a B (Form 5500).
Exzmpia, For 1983, ener ths 1991
2ddifond intcrast chargas with 1 yoer's
imomst at tho velugtion reto, plus the
1992 additfanci interest chamges.

Sp{i{c) I a woived funding
deficicnoy is baing amortized at an
interest rotd that differs from the
valuztion roto, cor tho prior year's
“reconciitxtion waiver outstanding
belencs” arenscd with 1 yoer's interast
at tho voiuation roto end dacroasod with
tho yerr end amorttzton amount basoed
on tho mandated interest rate.

Thiz amount must be as of the same
data entcrod in Ins 9{c)i).

Sp{iv). Enter tho sum of Bnas (), (),
and {@E)b) (cach adjusted with interest at
the vaiuation rato, if necoseary).

Note: Tha net cutstonding bafance of
amaontiztion chargss :

11. Enter only tho primzry msthod
used. If tho plan usca ono cotuericl cost
macthod in 1 yeor o3 tho bacis of*

hiching on coerucd Exbility for use
undcr tho frozen ntd fzhlity masthod in
SUbCIMUITIT YOIID, CnoweT os if the .
froeen initicd LzhiZly method waro used
in & yoora,

For & modifled individusd level
promium method for which actuarial
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if untsex tabies ore uscd, enter the
valuss in both tha “Mals” and “Femuia”

i

9, and 10 & not fully dascribod by fing
11), and (&) tha vaiua of assats shown on

the yoar, awnmmyofawdwmmin

principad

slmomkmvdmﬁon.admpﬁm (or
represcntitivo

Noto: Ssa the 1933 Instructions for
Form §500 or 5500-C/R (itern 15a of
Form 5500, itsm 15a of Form 5500-C,

12a. Chack "Yes,” if tho ratns in the
corract weorm usad (0.g., purcheso rates
at retiremant). L

12h. Enter tho montatty tabls codo as

Tetdo Cod2
1837 Standord Annuty | 1
a1840Tzble . . . . 2
Progrossive Anmuity Tablo 3
1851 Group Annudty . 4
1971 Group Annwuity Mortedity 5
1971 indiividual Annuity Mortality 6
us1084 , . . . . . 7
" 1963 LAM [ 8
1983GAM . . . . . .9
Other . . 10
Nons . .1

folow the coda with “P* and the year of
m(umumywlmmm

with =" or “+° znd tho yoom,

example, f for fematas tho 1951 Group
Annuity Table with Projsction C to 1971
is used with a S—yeor scaheck, emer
“4P71-5." It tho tablo is not onn of thoss
listed, enter *10° with no furthor
notation. If the velustion assumsy a

post:
valua of $1.00 of monthly pension
boginning at ho ago showm on lino 12d,
mumngﬂmnmndbﬂnoﬂmtyfof

an unmarmad parsom in this cass enter
“WA" on linos 12c and 12e.

12¢{f). Fnter tho intorest rate used to
\é etarmine tho curont fiebity on line 6.
The rate usad must bo in accordencs
with tha guidsines issusd by tha IRS.
Ses Notico 90-11, 1890-1 CB. 319,

12c(li). Entor the assumpton as to the
axpocted intorost mta (fvestment
rsturmn) uzsad to dotcnming all other
wwmdvmmmmﬁmmpﬂoncf

funding
standmd(!he1m.lfﬁmmmwdrmn
varies with the yeor, entor tha weghted
averega of tho gasumed rate for 20
years following tha voluation date.

124, If ench perticipant is assumed to
retire at his/har normat rotrement age,
entar tho ago spadifiad in tho plan as
nermal

retiromaent zgo. i tho voiuation uses
retes of rotrement &t verious eges, enter
the neareat whelo ags it is tho
waighted avamgo rctiremant 2ga. On an
attechment to Scheodula 8, Est tho rato
of reifrement &t czchrcga end dezenbo
thoe mzsthodelogy uizd to computn the
waighted avercga eiliement 293,

' including a dzceripilon of tho weight

wppiicd et coch polonlic) edicmeont ago.

122, If thoro i3 no cpanco lozding,
cnter -0, if h=0 i3 a ¢inplo omponto
lexding ngt sopTritly idontlcd e3
pro-rotirems m ¢ pactclTmont, enter it
undcr pro~rctemant end enicr “NA®
undar post-ciioment Waco exponscs
ze ecournsg othcr tion ¢ a poreont of
pdan coots or iohifiicy, cmtor tho
azsumed expons2 &3 a poreent of tha
caicuiated normed coct,

121, Enter retes to tha nconest 0.196. If
sziact and uitmeto rates thet vary with
both aga and yoors of senvics aro used,
entor tho ratys for a now porticipant at
tha ago shown end onter *S”® bsfore the
rato, .

120, Enter tho salsy raido for the age
indicatad to e neaeeat 1%.

123

12h. Enter the estimated rate of returmn
on the acusanal valus of plan assats for
the 1-year penad ending on the
valuation date. For this pwposs, the rate
of retum i3 determunod by using the
formula 2UV(A ~ 8 - I}, whate | is the
doflar amount of investment return under
tho asset valuation moethod used for the
alan, A is the actuanal value of the
assets 1 year ago, and 8 is the actuanal
value of the asssts on tha curent
vajuation date.

Noto: If the actuary fosés that the rosult
of using thae formuin above doas not
represent the true estimatod rate of
roturn on the actuarial vaius of plan
assots for tha 1-year perod ending on
the valuation date, line 12h shouid stll

both the actuery's estimate of
tho rato of return and the actuary's
ceiculations of that rata.

13. Multiemployor plans or plans with
NO unfundad curmant liability or plans
with 100 or fewor participants should
check this box and skip lines 13a
through 13r.

A pian has 100 or fewer participants
onty if thero wera 100 or fower
porticipants (both active participants and

plan

account participants in all defined
benefit plans maintained by the same
employer who aro also employees of
such employer.

13a. Enter tho current libility as of
tho valuation date. if the valuation date
is tho beginning of tha-pian year, this

" Otherwise,
adjust the cument liability by interest (at
tha mte used to determine cumrent
liatxiity).

13b. Enter the actuarnial valuae of
aseats (reduced by tha pnor year's credit
hzience) 23 of the veluation date. If the
prior year's credit batance (ine Sh) was
dztormingd at a dato other than the
veluation dato, agjust the balance with
tho appropriato interest adjiustment
belore subtrecting. Do not make any
edjustmant to refisct a prior year's
funding dsficiency.

13c. Entor the adjuatod actuarial value

pizces (0.9 28.72%).

130. Enter the outstending balance ot
tho unfunded old Lability as of the
vaiuation date.

Note: in the casa of a

pam this amount must be
increased by the wwnotﬁmdpomonof
any “unfunded bensfit increase lability”
In accordance with Coda section
412013)(C). :

131, Entor the Hability with respect to
any unpredictabis contingent event ‘
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benefit that was included on ling 13a,
whether or not such event has occlared.

13g. This amount ia the unfunded new
lighility, it wll be recalculated sach yeasr.
It the remuit is nogativa, enter -0-,

13h. if the unfunded new liability is
200, enter $0 for unfunded new liability
amount. If the unfunded naw flavility
amount {3 greater than zero, calcuiate
the amontization parcantago as follows:

1. if tha funded cumreet llatnlity

(ine 13¢) is less than or
aqual to 35%6, enter 30%.

2 it the funded cument liabiity
percentage exceacds 15%, reducs 30%
by the proauct of 25% and the amount
of such axcass; round off to two decimal
places, and enter the resulting
percantage.

The unfundad now liability amount is
equal to the above-caiculated
percentago of ths unfunded naw llabuity.

134 Emter the amortization of the
outstanding balance of the unfunded old
liabdity 28 ot tho*vajuation date {lina.
13e). In the case of a collectively
barganed plan, the unfuncded oid llability
amount to ba enterad on line 131 must
incaude the amortization of any unfunded
axisting banefit increzaso llability
calculatad in accoraancs with Code
section 412M3)XC){i). On a separats

beng
mmadhgwmofmuabamy.me
number of yewrs rema:ning in the
amaortization paniod, and the amortization
amourn.

Any such amortization amount must
ba.detormined based on: (1) the curment
liaiity intsrest ratoe in offoct at the
beginnmg of tha plan yoar, and (2) uso
the valuation dato as tho dus date of tha
amortzution paymant, Tho amortization
paviad must be the romainder af the
onginal 18-year period that applies when
tha amortization begarn.

outstending balance (Ina 13a). If the
plan becomas fully fundad as a cument
liabiity basia, the unfunded old ltability

barganed pians) will be considared fully

13}. Entor the sum of fines 13h and
131 Thia amount 3 the doficit mducton
comnbution at the veuation data.

13k When emtonng the nat
aFmortizaton amounts for certain bases
inctugn only charges @nciucgad on line
mmawﬂs(mmdmmso

unfunaaag lability,

m\dnmmmlgwmm.ctwgcs
residting from a “switchback” ansing
irom the utiiizaton of tha attemnative

1990-30 |.R.B. 23, which were shown as

an attachment to0 your 1989 Schedule B.
If a base msulted from combining

Moroﬂmagpm—ausmgbmcs

bases

nstructions for tings 9¢ and 9) is
prepeared, enter the amount assuming
tha payment wes on the veluation date.

131 Item | does not apply to tha
unpredictable avent benefits
{end ilabiities atributabls thereto) for
‘which the event occurmad befora the first
plan yeer baginrng after Decamber 31,
1988, :

1311}, Entsr the total of &l bansfits
paid during tha plan yerr that were paid
soisly bacauss the unpredictabla
contingent event occumred. .

134{H). Entor 1009 minus the fundesd
curment lizhéity percantage (ina 13c).

13i(HH). Enter 2034 for pion yoars

- beginning in 1893, (Sea Codo saction

412(){5KB).)

13%v). Amortizztion shouid bs based
on tha current lizhility imanest rate and
wnabogzmtgofycupnynmﬁfor
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412(¢5X D) for a dascription. if
alterngtive is used, inciune an
attnchment describing the cakculation.

13p. Enter the applicabla amount of
intorast, based on the current lability
ntarest rate, to brng the additional
funding charge (line 130) to the end of
tho pian year.

13r It the plan had 150 or more

on each day ot the

preceding plan year, enter N/A. if the
ptan had less than 150 pardcipants but
more than 100 pardcipants on each day
of ths precading plan year, onty an
applicable percentags of line 13q is
chamed to the funding standard
account. The same aggregation rule
aascribed in tha insructons for ling 13

a. Datermine the excuess of the
greatest number of participants during
tha precoeding plan year over 100.

b. The applicable parcantage is 2% of
such excess.

This amount (or ins 13q, if llng 13ris
N/A) will aiso be entsred on line Se.

14, Gaenerally, if the actuary signs the
required certification statement on the
actuariai neport, btn‘rrmmallyqua.iﬁas
that statement, the
invalid. However, lncomeTax
Reguiations saction 301.6059-1(d) lists
cartain qualifying statements that the
actuary is allowed to mzake. Among them
is a statement that in hia or her opinion,
the roport fully refiscts the requirements
of tha statuts, but does not conform to
the requirements of a reguiation or ruling
that tho actuary balioves is contrary to
that statute (Incoma Tax
section 301.6059-1(d){(S)).

Chack tho “Yes” bax on line 14 if the

resulted for this pian year hed the report
conformead to the requiraments of a
reguiation or nuing under the subjoct
statuts, the actumy must state that on
an attachment o Schadua 8.
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The Form 5500 and Schedule B for the Maytag Corporation
have been reconstructed with the help of information on DOL 1991
tapes. The variables are in the same order as they appear in the paper.
F[5a(1)] refers to item number 5a(1) on the form 5500 and B[12c(ii)]

refers to item number 12c(ii) on the Schedule B.

0

R = B[12c(i)(pre-retirement) = 9% = 0.09
ANRET = {F[35(d)] - FI35()(3)]} / F[34f(b)
= {31,316 - 34,369} / 181,189 = -0.0168 = -1.68%
INV, = F[34b(6)(b) = 21,736
INV, = F[34c(1)(b) = 0
INV, = F[34c(2)(b) = 0
INV, = F[34c(3)(b) = 0
INV; = F[34c(4)(A)(b) = 0
INV, = F[34c(6)B)(b) = 0
INV, = F[34c(5)(A)(b) = 0
INV, = F[34c(5)B)(b) = 0
INV, = F[34c(11)(b) = 0
INV, = F[34c(12)(b) = 0
INV,, = F[34c(13)(b) = 159,453
INV,, = F[34c(14)() = 0
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INV,, = F[34c(15)(b) = 0

INV,, = F[34c(16)(b) = 0
PA = F[34f(b) = 181,189
PRFDEF = B[9a] = 0

NCOST = B[9b] = 15,213

AMORTCH = B[9c()] + B[9c(ii) = 0 + 14,600 = 14,600

INTCH = B[9d] = 5,084
ADDCH = B[%e] =0
LATECH = B[9f] =0
PRCRBAL = B[%h] =0

AMORTCR = B[%] =0

INTCR = B[9k] = 528
MISCR = B[91Giv)] = 0
L* = {PRFDEF + NCOST + AMORTCH + INTCH

+ADDCH + LATECH} - {PRCRBAL + AMORTCR +

INTCR + MISCR}

=0 + 15,213 +14,600 + 5,084 + 0+ 0-0-0- 528

-0 = 34,369
CLIAB = B[6d(iv)(3)] = 178,310
CASST = B[6¢c] = 155,222
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OR = B[12c(i))] = 9% =0.09

UCL = MAXIMUM [0, {CLIAB(I + R) - CASST(I + OR)}]
= MAXIMUM [0, {178,310(1 + 0.09) - 155,222(1 +
0.09)}] = 25,165.92

FFL(AL) = (CLIAB + NCOST - CASST)(I + OR) = (178,310 +
15,213 155,222)(1 + 0.09) = 41,748.09

EXPAY = B[6f] = 9,596

FFL(CL) = 1.5{(CLIAB + NCOST)(I + R) - EXPAY(I + R/2)} -
{CASST(1 + OR) - EXPAY(I + OR/2)}
= 1.5{(178,310 + 15,213)(1 + 0.09) - 9,596(1 +
0.09/2)} - {155,222(1 + 0.09) - 9,596(1 +0.09/2)} =
142,204.22

SCOST = B[9¢(ii)] = 14,600

COSTPLUS = MAXIMUM {(NCOST + 10.SCOST) ,L*}
= MAXIMUM {(15,213 + 146,000), 34,369} =
161,213

MIN = MINIMUM (COSTPLUS, FFL(AL),FFL(CL))
= MINIMUM (161,213, 41,748.09, 142,204.22) =

41,748.09
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H* = MAXIMUM (MIN, UCL) = MAXIMUM (41,748.09,

25,165.92) = 41,748.09

F = F[35a(1)(A)(a)] = 34,369

DUML =1

DUMH =0

UFCFPL = {CLIAB(1 + R) - PA} = 178,310(1 + 0.09) -

181,189 = 13,168.9
METHOD = 0 IF B{11] = C/ = 1 OTHERWISE

=1
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APPENDIX 2

Variables L*, H* (and DUML and DUMH, as a consequence), and
UFCPL are functions of R’f TRATE, and METHOD. As a result, these three
variables may not be exogenous in equations 5, 6, and 7. Presence of
endogenous variables as regressors causes the regression parameters from
ordinary least squares estimation to be biased and inconsistent. Hausman’s
(1978) specification error test is conducted to test the null of exogeneity. First,
the following three reduced form regression equations, with only exogenous
regressors, are estimated:

(L*./PA;) =2 (0 YR) +PB(ANRET) + %, y, (INV,

l,j,t,P / PA')];t) +

S, M, (EMP,;, | PA;;,) + v IMETHOD;, + ¢ ITRATE, + &;;, (2.1)

Ljhyg &) Ljt

(H*;, | PA;;) = %, (o, YR,) + P (ANRET) + Z,y, (INV;

iip | PAije) +

%, M, (EMP;, | PA;;, ) + v IMETHOD;, + ¢ ITRATE}, + ¢;;, (2.2)

Ljtq Ljt Ljt

(UFCPL;;, | PA;;) = Z,( o, YR,) +PB (ANRET) + Z,v, (INV;

Ljtp /

PA,-,}-’,) + Zq )"q (EMPi,j’,’q / PAi,j,t) + v IMETHODJ-,, + ¢ ITRATE]-,‘ +
€t 2.3)
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where EMP is the number of employees and q indexes the employee category:
EMP; = number of fully vested active participants of the pension plan, EMP, =
number of partially vested active participants, EMP3 = number of non- vested
active participants, EMP, = number of retired or separated participants
receiving benefits, EMPs = number of retired or separated participants entitled
to future benefits, and EMP, = number of deceased participants whose
beneficiaries are receiving or entitled to receive benefits in the future. Next,
equations 2.1, 2.2, and 2.3 are used to calculate the predicted values of DUML,
DUMH, and (UFCPL / PA). To conduct Hausman’s (1978) test, equations 5
and 7 and OLS version of equation 6 are run with these predicted values as
additional regressors. If the coefficient of any additional regressors is
significant, the corresponding variable is not exogenous. To remove the effects
of endogeneity, the endogenous variables in equations 5, 6, and 7 are replaced
by their predicted values (obtained from reduced form equations 2.1 - 2.3,

above).
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GLOSSARY

Accrued Benefit: Pension credits earned for years of service under a defined
benefit pension plan expressed in terms of an annual benefit beginning
at normal retirement age; the balance in each employee’s account under

a defined contribution plan.

Accumulated Funding Deficiency: A deficit balance in a pension plan’s
funding standard account, which means that the required minimum

contributions have not been made by the plan.

Actuarial Assumptions: Estimates made by actuaries on which pension costs
are based, using factors such as rate of interest on plan investments and

rate of deaths, terminations, disabilities, and early retirements.

Actuarial Cost Methods: Different methods used for accounting and tax
purposes to allocate the expected cost of a pension plan for the services
of the employees covered by that plan. The general purpose of an
actuarial cost method is to assign to each year the cost assumed to have

accrued in that year.
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Actuary: A professional technician or mathematician who computes premium

rates, dividends, and risks according to probabilities based on statistical records

for insurance and pensions.

Beneficiary: The persons designated to receive benefits under an employee

benefit plan in the event of the death of the person covered by the plan.

Current Liability: A standard used to measure whether a pension plan is
underfunded by calculating the plan’s liability on the basis of the value

of all accrued benefits, both vested and nonvested, as if the plan were

terminating.

Deficit Reduction Contribution: For a pension plan that is less than 100
percent funded, an additional amount that an employee must contribute
to the pension plan over and above the required minimum annual
contribution. This additional payments consists of a portion of old
liabilities (such as benefit increases granted before 1988), which must
be amortized over 18 years, and a portion of new liabilities (such as

benefit increases or other plan amendments).
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Defined Benefit Plan: A pension plan providing a definite formula for
calculating the benefit to be paid to employees at retirement, such as
flat monthly amount, a percentage of salary, or a percentage of salary

times years of service.

Defined Contribution Plan: A pension plan in which fixed contributions are
made to an individual account for each employee. The retirement
benefit is dependent on amounts contributed to the account and any
income, expenses, gains, losses, and forfeitures of accounts of other

employees.

Employee Benefit Plan: A welfare or pension plan established or maintained
by an employer engaged in commerce or in any industry or activity
affecting commerce or an employee organization representing

employees in these activities.
Employee Pension Plan: A pension plan established to provide retirement

income to employees or that results in the deferral of income by

employees.
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Employee Welfare Plan: A plan providing medical, surgical, or hospital care
or benefits, as well as benefits in the event of sickness, accident,
disability, death, or unemployment, or other benefits, including
apprenticeship or other training programs or day care, scholarship funds,

or prepaid legal services.

Funding: The process of accumulating assets on a regular, systematic basis to

meet benefit obligations of a pension plan.

Funding Standard Account: An account that every pension plan under ERISA
must maintain to determine whether the plan is meeting the minimum
funding standards imposed by the law.

Guaranteed Benefits: Vested accrued pension benefits insured by the Pension
Benefit Guaranty Corporation in the event of the termination of a

pension plan.

Multiemployer Plan: A collectively bargained pension plan to which more

than one employer contributes.
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Normal Costs: Annual cost to a pension plan for the benefits accrued that year

by employees and administrative expenses.

Participant: An employee eligible to receive benefits from an employee
pension or welfare plan or whose beneficiaries may be eligible to

receive such benefits.

Pension Benefit Guaranty Corporation: The nonprofit independent
government corporation established to insure pension benefits in the

event of plan termination.

Plan Termination: The final phase of a pension plan when benefits accruals

cease and all participants become 100 percent vested.

Plan Year: The 12-month period used in administration of pension plans,
which may be the calendar year, fiscal year, or 12-month period from

the anniversary date of the plan to one year later.

Profit-Sharing Plan: A pension plan established and maintained by an

employer to provide for the participation in its profits by its employees
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or their beneficiaries.

Tax-Qualified Plans: Employee benefit plans that meet Internal Revenue

Service requirements for tax deductibility of employer contributions up

to specified amounts.

Thrift or Savings Plan: A pension plan that requires employee contributions
as a condition for participation in the plan. Employer contributions

match or equal some fraction of the employee contribution.

Unfunded Liabilities: The benefit obligations of an employee benefit plan that

are not covered by assets of the plan.

Vesting: The process by which an employee, after satisfying service
requirements, acquires a nonforfeitable right to pension benefits even if
he or she leaves the job before retirement. An accrued benefit
attributable to the employee’s own contribution is always 100 percent

vested.

Years of Service: A 12-month period during which an employee works at
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least 1,000 hours. Used to determine eligibility for participation in a
pension plan and the satisfaction of requirements for vesting as well as

the determination of accrued benefits.

137

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



BIBLIOGRAPHY

AICPA. "Audits of Employee Benefit Plans." American Institute of Certified
Public Accountants, New York, N.Y. (1989)

Beatty, A.; S. L. Chamberlain; and J. Magliolo. "Managing Financial Reports
of Commercial Banks: The Influence of Taxes, Regulatory Capital, and
Earnings." Working Paper, University of Pennsylvania (1992)

Beatty, R., and R. Verrecchia. "The Effect of 2 Mandated Accounting Change
on the Capitalization Process." Contemporary Accounting Research
(1989)

Belsley, D. A.; E. Kuh; and R. E. Welsch. "Regression Diagnostics:
Identifying Influential Data and Sources of Collinearity." New York,
John Wiley and Sons (1980)

Black, F. "The Tax Consequences of Long Run Pension Policy." Financial
Analysts Journal (September-October 1980): 17-23

Bodie, Z; J. O. Lit; R. Morck; and R. A. Taggart, Jr. "Funding and Asset
allocation in Corporate Pension Plans: An Empirical Investigation"
NBER working paper no. 1315 (1984)

; and L. P. Papke. "Pension Fund Finance." Pensions and the

138

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Economy: Sources , Uses and Limitations of Data
Philadelphia,University of Pennsylvania Press (1992): 149-72
Brown, S. J. and J. B. Warner. "Using Daily Stock Returns: The Case of
Event Studies" Journal of Financial Economics (1985): 3-31
Bulow, J. "Analysis of Pension Funding under ERISA." NBER Working
Paper no. 402 (1979)

; M. S. Scholes; and P. Menell. "Economic Implications of ERISA."
Financial Aspects of the United States Pension System. Chicago, The
University of Chicago Press (1983): 37-53

Chow, G. C. "Tests of Equality Between Subsets of Coefficients in Two
Linear Regression Models." Econometrica (1960): 591-605

Coleman, B. J. "Primer on ERISA." Washington, D.C., The Bureau of National
Affairs Inc. (1993)

Daley, L. A. "The Valuation of Reported Pension Measures for Firms
Sponsoring Defined Benefit Plans" The Accounting Review (April
1984): 177-98

DeAngelo. L. "Accounting Numbers as Market Valuation Substitutes: A Study
of Management Buyouts of Public Stockholders." The Accounting
Review (July 1986): 400-420

"Managerial Competition, Information Costs, and Corporate

139

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Governance: The Use of Accounting Performance Measures in Proxy
Contests." Journal of Accounting and Economics (January 1988): 3-36

Dimson, E. "Risk Measurement When Shares are Subject to Infrequent
Trading" Journal of Financial Economics (1979): 197-226

ERISA. "Pension and Employee Benefits." Volumes 1-3, Chicago, Commerce
Clearing House, Inc. (1993)

Fama, E.F. "The Information in the Term Structure." Journal of Financial
Economics (1984): 509-28

and R. R. Bliss. "The Information in Long-Maturity Forward

Rates." The American Economic Review (1987): 680-91

Feldstein, M. and R. Morck. "Pension Funding Decisions, Interest Rate
Assumptions, and Share Prices." Financial Aspects of the United States
Pension System. Chicago, The University of Chicago Press (1983): 177-
207

Francis, J. R. and S. A. Reiter. "Determinants of Corporate Pension Funding
Strategy" Journal of Accounting and Economics (1987 Vol. 9): 35-59

Hausman, J. A. "Specification Tests in Econometrics." Econometrica (Vol.
46, No. 6, Nov. 1978): 1251-71

Healy, P. "The Effect of Bonus Schemes on Accounting Decisions." Journal

of Accounting Research (April 1985): 85-107

140

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Holthausen, R. W; D. F. Larcker; and R. G. Sloan. "Annual Bonus Schemes
and the Manipulation of Earnings." Working Paper, University of
Pennsylvania (1992)

Jones, J. "The Effect of Foreign Trade Regulation on Accounting Choices, and
Production and Investment Decisions." Working Paper, University of
Michigan, (1988)

Kendall, M. G. "The Advanced Theory of Statistics.” Vol. 1, Great Britain, J.
B. Lippincott Company (1943): 346-47

Landsman, W. "An Empirical Investigation of Pension Fund Property Rights."
The Accounting Review (October 1986): 662-91

Liberty, S., and J. Zimmerman. "ILabor Union Contract Negotiations and
Accounting Choices." The Accounting Review (October 1986): 692-712

Maddala, G. S. Introduction to Econometrics. Macmillan Publishing Company,
New York (1988)

Econometrics. McGraw-Hill, New York (1977)

McGill, D.M., and D.S. Grubbs. "Fundamentals of Private Pensions." lilinois,
Irwin (Sixth edition, 1989)

McNichols, M., and G. P. Wilson. "Evidence of Earnings Management from
the Provision for Bad Debts." Journal of Accounting Research

(Supplement 1988): 1-31

141

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Mitchell, M.L. and J. H. Mulherin. "Pensions and Mergers." Turner
and Beller (1989)

Moyer, S. . "Capital Adequacy Ratio Regulations and Accounting
Choices in Commercial Banks." Journal of Accounting and
Economics (1990 Vol. 13): 123-54

Myers, S. C. and N. S. Majluf. "Corporate Financing and Investment
Decisions When Firms Have Information that Investors do not
have." Journal of Financial Economics (June 1984): 187-221

Niehaus, G. "Comments on Pension Plan Terminations." Unpublished
Manuscript, Washington University (1985)

Patell, J. M. "C-grporate Forecasts of Earnings per Share and Stock
Price Behavior: Empirical Tests." Journal of Accounting
Research (Autumn 1976): 246-76

Pourciau, S. "Earnings Management and Nonroutine Executive
Changes." Journal of Accounting and Economics (1993): 317-36

Scholes, M.S, and M.A. Wolfson. "Taxes and Business Strategy: A
Planning Approach. " New Jersey, Prentice Hall Inc. (1992)

Scholes, M.S, and M.A. Wolfson. "Taxes and Business Strategy: A
Planning Approach. " New Jersey, Prentice Hall Inc. (1992)

Stinson, C. H. "Net Worth Requirements and Management of

142

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Provisions for Losses in Savings and Loans” Working Paper,
Stanford University (1991)

Tepper. 1. "Taxation and Corporate Pension Policy." Journal of
Finance (1981 No. 36): 1-14

Thomas, J. K. "Corporate Taxes and Defined Benefit Pension Plans"
Journal of Accounting and Economics (July 1988): 199-237

Treynor, J. L.; P. J. Regan; and W. W, Priest, Jr. "The Financial
Reality of Pension Funding Under ERISA" Illinois, Dow Jones-
Irwin (1976)

Warga, A. "Experimenal Design in Tests of Linear Factor Models."
Journal of Business and Economic Statistics (April 1989): 191-
98

White, H. "A heteroskedasticity-Consistent Covariance Matrix
Estimator and a Direct Test for Heteroskedasticity."
Econometrica (May, 1980): 817-38

Wilkie, R. C. "Pension Handbook." New Jersey, Prentice Hall
Information Services (1988)

Winklevoss, H. E. "Pension Mathematics With Numerical
Hlustrations. " Philadelphia, University of Pennsylvania Press

(1993 Second ed.)

143

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



VITA

Sharad Chandra Asthana was born in Lucknow, India, on
October 11, 1954, the son of Pushpa Asthana and Bipin Chandra
Asthana. After graduating from Colvin Taluqdars College, Lucknow,
India, in 1971, he entered the University of Lucknow at Lucknow. He
received the degrees of Bachelor of Science (Honors) in Physics in May
1974 and Master of Science in Physics in May 1975. During the
following years he was employed by the Government of India as a
member of the Indian Administrative Service. In August 1992 he

entered the Graduate School of The University of Texas.

Permanent Address: c/o B. C. Asthana, C-720 Mahanagar, Lucknow,

U.P. 226006 INDIA.

This dissertation was typed by the author.

144

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



