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The purpose of the Moving Ahead for Progress in 
the 21st Century Act (“MAP-21”) enacted July 6th 
was to authorize funds for Federal Highways, 
highway safety program, and transit programs, and 
for other purposes. “Other purposes” include 
pension funding stabilization, PGBC premiums, and 
transfers of excess pension assets. These new laws 
will ultimately reduce tax deductible contributions, 
as well as raise revenue by increasing corporate 
taxes and PBGC premiums. MAP-21 is effective for 
plan years beginning on or after January 1, 2012. 
 

Pension Fund Stabilization 
MAP-21 provides funding relief to defined benefit 
(“DB”) plan sponsors who use the 24-month average 
segment rates. Segment rates are the short-, mid- and 
long-term interest rates used for purposes of 
calculating the minimum required contribution for DB 
plans.  These rates are at historical lows, which lead to 
greater plan liabilities, which increase pension funding 
costs.  For plans years beginning in 2012, each 
segment rate is adjusted so that it is no less than 90% 
(applicable minimum percentage) and no more than 
110% (applicable maximum percentage) of the 
corresponding 25-year average segment rate. For later 
plan years, the range expands 10% annually until after 
2015, when the range is no less than 70% and no more 
than 130% of the corresponding 25-year average 
segment rate.  If the DB plan sponsor has opted to use 
the full yield curve instead of segment rates, the 
sponsor may revoke such an election within one year 
of enactment without the consent of the Secretary of 
the Treasury, in order to apply MAP-21. 
 
On August 16, 2012, the IRS prescribed new valuation 
interest rates for 2012, using 25-year average segment 
rate corridors.  Notice 2012-55 (at www.irs.gov/pub/irs
-drop/n-12-55.pdf) provides the “floor rates” for 2012.  
The Treasury Department is considering a change in its 
methodology, but this would not apply until after 2012.  
 
The higher interest rates on plan valuations will  

generally reduce the value (for minimum funding) of 
plan liabilities, which may reduce the funding required 
and/or may relieve benefit restrictions for plans that  
are underfunded. Sponsors that had planned to make 
additional contributions for 2011 by September 15, 2012 
may no longer need to make additional contributions, or 
may be able to contribute less, to keep their plans 
above 80% funded.  Likewise, sponsors who may not 
have been able to afford to bring their plans up to 80% 
funded (and eliminate benefit restrictions) may now 
have the opportunity to do so with a more reasonable 
additional contribution.  In addition, quarterly 
contributions already made April 15 and July 15, 2012 
may now be deemed excessive, and the excess may be 
reapplied toward 2011 or used to reduce October 15, 
2012 and/or January 15, 2013 quarterly contributions for 
the 2012 plan year. 
 
MAP-21 also affects the adjusted funding target 
attainment percentage (“AFTAP”).  If a plan’s AFTAP 
falls below 80% or 60%, the Pension Protection Act 
limits or prohibits certain benefits.  If a plan’s AFTAP is 
less than 80%, but at least 60%, lump sums are 
generally limited to 50% of the participant’s retirement 
benefit, and the plan sponsor may not amend the plan 
to increase benefits. The plan’s actuary must certify a 
plan’s 2011 AFTAP (on Schedule SB of Form 5500) 
before October 1, 2012.  Since MAP-21 applies 
retroactively to January 1, 2012, if the plan’s AFTAP rises 
to 80% or above, restrictions will stop as of the date of 
the certification. 
 
The Annual Funding Notice to plan participants will 
require certain new disclosures to reflect MAP-21, if 
applicable.  A plan sponsor may elect to postpone 
application of MAP-21 until after January 1, 2013 for all 
purposes, or only for purposes of the funding-based 
benefit restricted rules.  
 
Pension Benefit Guaranty Corporation (“PBGC) 
Premiums 
Single employers currently pay a flat-rate PBGC 
premium of $35 per participant per year, plus a variable 
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rate premium of $9 per $1,000 in unfunded vested 
benefits.  The new law increases the flat-rate premium 
to $42 in 2013 and $49 in 2014, and indexes for 
inflation thereafter. The variable rate premium will 
increase to $13 per $1,000 in underfunding in 2014 and 
to $18 per $1,000 in underfunding in 2015, and be 
indexed for inflation thereafter.  The variable premium 
will be capped at $400 per participant beginning in 
2013, and be adjusted for inflation thereafter.   
 
Transfers of Excess Pension Assets 
MAP-21 also adds a provision to permit the transfer of 
assets from overfunded DB plans to fund group term 
life insurance accounts, and to extend the availability 
of transfers to retiree health accounts through 
December 31, 2021.  
 
Conclusion 
Plan sponsors may need to consult with counsel and/
or actuaries to determine whether what, if any, action 
is required to comply with MAP-21. 
 
 

Should you have any questions related to this topic,  
feel free to contact Courtney Barrack, CPA, or your 
Keiter client service professional for further 
clarification. 
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