Corrections and Additions to EA-2F Course Outline and Problems
Fall, 2015
(as of 10/12/2015)
Page 11:
In the 9th line, the word “numerator” should read “denominator.”.

Page 31:
The third sentence of the last section on this page should be deleted, and replaced with a new section at the bottom of the page that reads as follows:

The default interest assumption is an election to use the segment rates, as published for the valuation month.  The first time any other election is made (an election to use the full yield curve, or an election to change the “applicable month” to one of the 4 months preceding the valuation month), automatic approval is granted for a change in valuation method.  Any subsequent change in the interest assumption is a change in funding method for which IRS approval must be obtained.

Page 73:
The outstanding balance of the 2014 shortfall base should be $7,061 (not $7,040).  This carries through to other parts of the solution to this question as follows:


On page 74, the new 2015 shortfall base should be ($11,670). The amortization of this base should be ($1,946).  The net shortfall amortization charge is still negative (now ($612)) and is still set to 0, so the final answer to this question is unchanged.

Page 237:
There should be an additional statement in the data for question 82:

The AFTAP is certified on January 1 each year.

Pages 334 – 338:

The Multiemployer Pension Reform Act of 2014 added a new status to IRC section 432, referred to as “critical and declining status.”  The following new sections should be added to this part of the outline.

Add to the top of page 335:

· A plan is in critical and declining status if both of the following conditions apply.

· The plan satisfies at least one of the four conditions to be in critical status.

· The plan is projected to become insolvent in the current year or any of the next 14 years (19 years if the ratio of inactive participants to active participants exceeds 2:1, or if the plan’s funded percentage is less than 80%).

Add to the bottom of page 338:
· Additional rules for plans in critical and declining status

· All of the rules that apply to a plan in critical status apply when the plan is in critical and declining status.

· The plan sponsor can, at its option and with IRS approval, amend the plan to suspend benefits in a manner deemed appropriate by the plan sponsor. “Suspension of benefits” in this case is defined as a temporary or permanent reduction of any current or future payment obligation to any participant or beneficiary under the plan, regardless of whether they are currently in pay status. Note that this can reduce benefits already accrued.

· The suspension of benefits remains in effect until the earlier of the time that the plan provides benefit improvements or the expiration of the suspension of benefits, if it is a temporary suspension.

· Requirements for suspension of benefits

· The plan actuary must certify that, taking into account the suspension, the plan is projected to avoid insolvency.

· The plan sponsor makes a written determination that all other reasonable measures have been taken for the plan to avoid insolvency, and that without the suspension of benefits the plan is projected to become insolvent.

· Restrictions for suspension of benefits

· Monthly benefits may not be reduced below 110% of the PBGC guaranteed benefit for any participant.

· For participants at least age 75 on the date of the suspension of benefits, the benefit may not be reduced by more than the ratio of the number of months (from the date of suspension to age 80) to 60 months.  Note that this would prevent any reduction for participants age 80 or older as of the date of suspension.

· Disability benefits may not be reduced.

· Suspended benefits must in the aggregate be reasonable to avoid insolvency

· Suspended benefits must be equitably distributed across the participant and beneficiary population.

· There is a notice requirement to the plan participants which must be provided at the time that the plan sponsor makes the request to suspend benefits to the IRS.

