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More Help on the Way? Implications of the Latest 
Proposed Pension Funding Relief 

Executive Summary 
■ In January 2021, House Ways and Means Committee Chair Richard Neal (D-Mass) introduced the Emergency 

Pension Plan Relief Act of 2021 (EPPRA) to address challenges faced by defined benefit plans. In February 2021, 
a COVID relief bill being considered as a part of the budget reconciliation process contained many of the same 
provisions included in the EPPRA. 

■ These proposals follow similar ones that had been introduced in 2020 and had been supported by various 
employer groups, including the American Benefits Council and the Committee on Investment of Employee 
Benefit Assets. 

■ Should the provisions in the EPPRA be signed into law, there would be implications for both single-employer and 
multiemployer defined benefit plans. 

■ One of the most significant provisions relates to an extension of funding relief for single-employer defined 
benefit plans, which was originally included in legislation passed in 2012 and has been extended several times 
over the past few years. Absent action by Congress, the effectiveness of the existing relief will start to diminish 
in 2021, potentially leading to higher contribution requirements for plan sponsors over the next several years. 

■ The proposed legislation would not impact GAAP accounting, which is used to calculate funded status for balance 
sheet and income statement purposes, nor would it impact the calculation of funded status for purposes of 
calculating Pension Benefit Guaranty Corporation (PBGC) variable rate premiums. 

■ Following prior iterations of funding relief, as a general matter we did not observe meaningful changes to plan 
allocations or hedging strategies given the continued importance of GAAP accounting. From our perspective, it 
may be the case here as well if this new funding relief is enacted. 

Introduction – Another proposed round of funding relief 
As seems to be the case every couple of years, more funding relief is potentially on the way for corporate defined 
benefit plans. In the last decade, MAP-21 (Moving Ahead for Progress in the 21st Century Act, passed in 2012), 
HATFA (Highway and Transportation Funding Act, passed in 2014) and the Bipartisan Budget Act of 2015 introduced 
and then extended funding relief for single-employer plans. The most recent round of relief was introduced in January 
2021 by House Ways and Means Committee Chair Richard Neal and would effectively extend relief granted under 
the prior legislation. The Emergency Pension Plan Relief Act of 2021, or EPPRA, contains provisions for both single-
employer and multi-employer plans. While there are likely various factors driving the potential extension of funding 
relief again, it should be noted that long-term interest rates today are even lower than where they were in 2012 when 
funding stabilization was first instituted. 
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What is included in EPPRA? 
As mentioned, the EPPRA includes provisions for both single-employer and multiemployer plans. Although our focus 
here is on the impact to single-employer plans, key provisions for both single-employer and multi-employer plans are 
outlined in Exhibit 1. 

EXHIBIT 1: THE PROPOSED EPPRA CONTAINS PROVISIONS FOR BOTH SINGLE-EMPLOYER AND 
MULTIEMPLOYER PLANS 

For Single-Employer Defined Benefit Plans For Multiemployer Defined Benefit Plans 

■ Underfunding amortization period extended from  
7 to 15 years 

■ 25-year average interest rate corridor reduced 
from 10% to 5% 

■ Phase out of this corridor would be delayed  
until 2026 

■ A 5% floor would be placed on 25-year average 
interest rates 

■ Expand PBGC authority to allow for partitioning  
of troubled plans 

■ Repeal of benefit suspensions for multiemployer 
plans in critical and declining status 

■ Investment losses in plan years beginning 
2019/2020 could be amortized over 30 years 

■ Increase PBGC guarantee for participants in 
multiemployer plans 

Source: House Committee on Education and Labor (https://edlabor.house.gov/download/emergency-pension-plan-relief-act-fact-sheet), 
Goldman Sachs Asset Management, as of February 2021. For discussion purposes only. 
 

To understand the potential impact of the EPPRA on single-employer plans, we must first go back to the original relief 
introduced by MAP-21 in 2012. Prior to MAP-21, the interest rate used for calculating pension liabilities for funding 
purposes was based on a 2-year average of high-quality corporate bond yields. MAP-21 set a corridor of funding 
rates, bounded between 90% and 110% of the 25-year historical average of the PPA segment interest rates. If the 2-
year average fell within the corridor, that average would be used for the calculation of the liability. If it was below the 
floor as dictated by the corridor, sponsors could use the lower bound of the corridor for funding status purposes. The 
ability to “move up” to a higher discount rate lowered the value of the pension liabilities, increased funded status and, 
therefore, resulted in lower mandatory contribution requirements. 

The floor was set to drop to 85% of the 25-year average in 2013 and continue dropping by 5% each year until it 
reached 70%. That mechanism was designed to effectively phase out funding relief over a number of years as the 
ability to “move up” would be limited as the lower bound of the corridor fell and the 2-year average ultimately became 
the discount rate once again. As we alluded to earlier, subsequent legislation extended the 90% floor and only now 
are we at a point where funding relief is scheduled to begin phasing out yet again. 

However, as noted earlier, should the EPPRA be passed in its current form, relief would be extended again. In the 
current version of the EPPRA, the floor would be raised to 95% of the 25-year average, retroactive to 2020, and the 
phasing-out process would not begin until 2026 (see Exhibit 2 for more detail). A floor on the 25-year average 
segment rate would also be set at an absolute level of 5%, regardless of the corridor calculation; these provisions 
would be effective for plan years starting after December 31, 2019. In addition, for single-employer plans, the 
proposed legislation would allow plan deficits to be amortized over 15 years, rather than the current period of 7 years, 
a notable change from what had been implemented under the Pension Protection Act of 2006. Taken together, these 
measures would likely lower funding requirements for many plan sponsors over the next several years. 
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EXHIBIT 2: UNDER THE NEW PROPOSAL THE “FLOOR” ON RATES WILL BE EVEN FURTHER FROM 
ACTUAL INTEREST RATE LEVELS 

Plan Year 2020 
First 

Segment  
Second 

Segment  
Third 

Segment 
  

Upper Corridor (110%) 4.44  6.37  7.26   

Upper Corridor (105%) 5.25  6.08  6.93  New upper corridor under EPPRA 

25 Year Average Segment Rates 
(Subject to 5% floor under EPPRA) 5.00  5.79  6.60  New 25y average segment rates under EPPRA 

Lower Corridor (95%) 4.75  5.50  6.27  New lower corridor under EPPRA 

Lower Corridor (90%) 3.64  5.21  5.94   
        

24 Month Average Segment Rates 2.79  3.92  4.38   
        

Segment Rate to be Used 4.75  5.50  6.27  New segment rates under EPPRA 

Source: Goldman Sachs Asset Management; Internal Revenue Service Funding Yield Curve Segment Rates; for illustrative purposes only; as of February 2021. 
The economic and market forecasts presented herein have been generated by GSAM for informational purposes as of the date of this presentation. They are 
based on proprietary models and there can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. 
 

Implications for plan sponsors’ portfolio strategy 
With new rounds of funding relief being introduced every couple of years, plan sponsors might be wondering how, if 
at all, they may want to consider modifying their portfolio strategy. We are not suggesting here that plan sponsors 
make significant changes in response to the EPPRA proposal. However, we examine below several potential 
implications related to the proposal: 

■ Discount rates for funded status calculation purposes remain disconnected from market interest rates: 
Plan sponsors may be questioning the need to hold long duration bonds given that liability values would not react 
to changes in market interest rates (due to the corridor calculations described above). We believe plans may want 
to continue with their current hedging strategy given that balance sheet and income statement liabilities will 
continue to be driven by market rates. Which brings us to our next point… 

■ The proposed relief does not change GAAP accounting: The valuation of plan liabilities for GAAP accounting 
purposes would still be based on spot yields. Since many plan sponsors are focused on the impact of pension 
volatility on their balance sheet and income statement, hedging liabilities via long duration fixed income may 
continue to be attractive. 

■ Plan sponsors should keep the “end game” in mind: For sponsors that desire to shrink or terminate their plans 
through an annuitization risk transfer, and are planning to pay for that annuitization with an in-kind transfer of 
securities, maintaining a portfolio of high quality corporate bonds may continue to be relevant. 

■ There are no changes to PBGC funded status for premium calculations: Required contributions may go down 
if the proposed relief is enacted, but sponsors would still be required to pay PBGC premiums on any deficits 
calculated using a PPA spot rate or 24-month average segment rate. Therefore, voluntary contributions for some 
plan sponsors may be expected to continue with the goal of minimizing or eliminating these premiums. 

■ Changes to investment strategy across the broad universe may be muted: While every plan’s situation is 
unique, past experience with funding stabilization has demonstrated that many plans stayed the course with their 
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existing investment strategy. We believe a similar result may be the case this time around should the proposal be 
finalized in its current form. 

Conclusion 
The EPPRA’s impact, if enacted, would ultimately vary across plans based on their circumstances. Generally 
speaking, however, plans’ minimum required funding levels generally would be lower than they otherwise would have 
been over the next few years, and the volatility of contribution requirements may be dampened in the near-term. 
While there may have been headwinds to contributing in the recent past, either due to demands for liquidity in 
navigating the financial challenges caused by COVID, or in anticipation of higher corporate tax rates  
(which may have incentivized some plan sponsors to delay contributions), we expect some sponsors may continue  
to pursue voluntary contributions as a means to minimize or eliminate PBGC variable rate premiums, suggesting that 
the trend of de-risking and increased fixed income allocations we’ve seen in recent years may continue. 
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General Disclosures 
THESE MATERIALS ARE PROVIDED SOLELY ON THE BASIS THAT THEY WILL NOT CONSTITUTE INVESTMENT ADVICE AND WILL NOT FORM A PRIMARY BASIS FOR 
ANY PERSON'S OR PLAN'S INVESTMENT DECISIONS, AND GOLDMAN SACHS IS NOT A FIDUCIARY WITH RESPECT TO ANY PERSON OR PLAN BY REASON OF 
PROVIDING THE MATERIAL OR CONTENT HEREIN. PLAN FIDUCIARIES SHOULD CONSIDER THEIR OWN CIRCUMSTANCES IN ASSESSING ANY POTENTIAL 
INVESTMENT COURSE OF ACTION. 
Goldman Sachs does not provide legal, tax or accounting advice, unless explicitly agreed between you and Goldman Sachs (generally through certain services offered only to clients of 
Private Wealth Management). Any statement contained in this presentation concerning U.S. tax matters is not intended or written to be used and cannot be used for the purpose of 
avoiding penalties imposed on the relevant taxpayer. Notwithstanding anything in this document to the contrary, and except as required to enable compliance with applicable securities 
law, you may disclose to any person the US federal and state income tax treatment and tax structure of the transaction and all materials of any kind (including tax opinions and other tax 
analyses) that are provided to you relating to such tax treatment and tax structure, without Goldman Sachs imposing any limitation of any kind. Investors should be aware that a 
determination of the tax consequences to them should take into account their specific circumstances and that the tax law is subject to change in the future or retroactively and investors 
are strongly urged to consult with their own tax advisor regarding any potential strategy, investment or transaction. Goldman Sachs does not provide legal, tax or accounting advice to its 
clients. All investors are strongly urged to consult with their legal, tax, or accounting advisors regarding any potential transactions or investments. There is no assurance that the tax 
status or treatment of a proposed transaction or investment will continue in the future. Tax treatment or status may be changed by law or government action in the future or on a 
retroactive basis. 
Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this presentation and are subject to change without notice. These 
forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other needs of any specific client. Actual data will vary and may not be 
reflected here. These forecasts are subject to high levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed as merely representative of a 
broad range of possible outcomes. These forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market 
conditions change. Goldman Sachs has no obligation to provide updates or changes to these forecasts. Case studies and examples are for illustrative purposes only. 
This information discusses general market activity, industry or sector trends, or other broad-based economic, market or political conditions and should not be construed as research 
or investment advice. This material has been prepared by GSAM and is not financial research nor a product of Goldman Sachs Global Investment Research (GIR). It was not 
prepared in compliance with applicable provisions of law designed to promote the independence of financial analysis and is not subject to a prohibition on trading following the 
distribution of financial research. The views and opinions expressed may differ from those of Goldman Sachs Global Investment Research or other departments or divisions of 
Goldman Sachs and its affiliates. Investors are urged to consult with their financial advisors before buying or selling any securities. This information may not be current and GSAM 
has no obligation to provide any updates or changes. 
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security. Views and opinions are current as 
of the date of this presentation and may be subject to change, they should not be construed as investment advice. 
Although certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness. We have relied upon and assumed 
without independent verification, the accuracy and completeness of all information available from public sources. 
This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell securities. This material is not intended 
to be used as a general guide to investing, or as a source of any specific investment recommendations, and makes no implied or express recommendations concerning the manner in 
which any client’s account should or would be handled, as appropriate investment strategies depend upon the client’s investment objectives. 
THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR 
UNLAWFUL TO DO SO. 
Prospective investors should inform themselves as to any applicable legal requirements and taxation and exchange control regulations in the countries of their citizenship, residence or 
domicile which might be relevant. 
 
Confidentiality 
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employee, officer, director, or authorized agent of the recipient. 
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