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Internal Revenue Service, Treasury § 1.419–1T 

§ 1.417(e)–1T Restrictions and valu-
ations of distributions from plans 
subject to sections 401(a)(11) and 
417. (Temporary) 

(a) [Reserved] 
(b) Consent, etc. requirements—(1) Gen-

eral rule. [Reserved] 
(2) Consent. [Reserved] 
(c) [Reserved] 
(d) For rules regarding the present 

value of a participant’s accrued benefit 
and related matters, see § 1.417(e)–1(d). 

[T.D. 8591, 60 FR 17219, Apr. 5, 1995, as amend-
ed by T.D. 8620, 60 FR 49221, Sept. 22, 1995; 
T.D. 8768, 63 FR 16902, Apr. 7, 1998; T.D. 8796, 
63 FR 70012, Dec. 18, 1998] 

§ 1.419–1T Treatment of welfare ben-
efit funds. (Temporary) 

Q–1: What does section 419 of the In-
ternal Revenue Code provide? 

A–1: Section 419 prescribes limita-
tions upon deductions for contributions 
paid or accrued with respect to a wel-
fare benefit fund. Under section 419 (a) 
and (b), an employer’s contributions to 
a welfare benefit fund are not deduct-
ible under section 162 (relating to trade 
or business expenses) or section 212 (re-
lating to expenses for production of in-
come) but, if the requirements of sec-
tion 162 or 212 are otherwise met, are 
deductible under section 419 for the 
taxable year of the employer in which 
paid to the extent of the welfare ben-
efit fund’s qualified cost (within the 
meaning of section 419(c)(1)) for the 
taxable year of the fund that relates to 
such taxable year of the employer. 
Under section 419(g), section 419 and 
this section shall also apply to the de-
duction by a taxpayer of contributions 
with respect to a fund that would be a 
welfare benefit fund but for the fact 
that there is no employer-employee re-
lationship between the person pro-
viding the services and the person for 
whom the services are provided. Con-
tributions paid to a welfare benefit 
fund after section 419 becomes effective 
with respect to such contributions are 
deemed to relate, first, to amounts ac-
crued and deducted (but not paid) by 
the employer with respect to such fund 
before section 419 becomes effective 
with respect to such contributions and 
thus shall not be treated as satisfying 
the payment requirement of section 
419. See paragraph (b) of Q&A–5 for spe-

cial deduction limits applicable to em-
ployer contributions to welfare benefit 
funds with excess reserves. 

Q–2: When do the deduction rules of 
section 419, as enacted by the Tax Re-
form Act of 1984, become effective? 

A–2: (a) Section 419 generally applies 
to contributions paid or accrued with 
respect to a welfare benefit fund after 
December 31, 1985, in taxable years of 
employers ending after that date. See 
Q&A–9 of this regulation for special 
rules relating to the deduction limit 
for the first taxable year of a fiscal 
year employer ending after December 
31, 1985. 

(b) In the case of a welfare benefit 
fund which is part of a plan maintained 
pursuant to one or more collective bar-
gaining agreements (1) between em-
ployee representatives and one or more 
employers, and (2) that are in effect on 
July 1, 1985 (or ratified on or before 
such date), sections 419 shall not apply 
to contributions paid or accrued in tax-
able years beginning before the termi-
nation of the last of the collective bar-
gaining agreements pursuant to which 
the plan is maintained (determined 
without regard to any extension there-
of agreed to after July 1, 1985). For pur-
poses of the preceding sentence, any 
plan amendment made pursuant to a 
collective bargaining agreement relat-
ing to the plan which amends the plan 
solely to conform to any requirement 
added under section 511 of the Tax Re-
form Act of 1984 (i.e., requirements 
under sections 419, 419A, 512(a)(3)(E), 
and 4976) shall not be treated as a ter-
mination of such collective bargaining 
agreement. See § 1.419A–2T for special 
rules relating to the application of sec-
tion 419 to collectively bargained wel-
fare benefit funds. 

(c) Notwithstanding paragraphs (a) 
and (b), section 419 applies to any con-
tribution of a facility to a welfare ben-
efit fund (or other contribution, such 
as cash, which is used to acquire, con-
struct, or improve such a facility) after 
June 22, 1984, unless such facility is 
placed in service by the fund before 
January 1, 1987, and either (1) is ac-
quired or improved by the fund (or con-
tributed to the fund) pursuant to a 
binding contract in effect on June 22, 
1984, and at all times thereafter, or (2) 
the construction of which was begun by 
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