March 07, 2005 2425 Stevens Center
P.0. Box 1000, H3-08
Richland, WA 99352

Office of Regulations and Interpretations,
Employee Benefits Security Administration
Room N-5669

U.S. Department of Labor

200 Constitution Avenue NW
Washington, DC 20210

Attention: PFEA '04 Project
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Re:  Annual Funding Notice for Multiemployer Defined Benefit Pension Plans
Department of Labor Proposed Regulations under ERISA § 101(f)

We have reviewed the proposed regulation implementing the disclosure requirements of
ERISA Section 101(f) and have concluded that in settings such as ours, where the sole
source of funding is a federal government agency, the regulations require costly
disclosure to participants, participating employers, unions, and the PBGC which is not
useful. We urge the Department of Labor to provide an exemption for plans such as
ours, where the sole source of funding is a federal government agency.

. The DOL should carve out an exemption for Plans funded solely by Federal
government agencies. '

The Hanford Multiemployer Pension Plan is funded solely by the Department of Energy
under rules promulgated by the Federal Government (F.A.R. and C.A.S.). The only
participating employers are govermment contractors and subcontractors.  The
Department of Energy contracts and Federal acquisition regulations govern appropriate,
required minimum funding of the plan. There is no discretion on the part of participating
employers as to the extent to which minimum required contributions are appropriately
made to the plan. Providing a funding notice to plan participants, participating
employers, unions, and the PBGC adds no value because it is the government that is
ultimately required to meet the minimum funding requirements.

Further, based on a review of the regulations, we estimate that the new funding notice
would result in an additional $20,000 administrative expense to the plan during the first
year. This is an expense of $20,000, which will be paid by the Department of Energy.
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If the Department of Labor does not provide an exemption for plans such as ours, where
funding is not an issue, the regulations should provide that the information required to be
disclosed under ERISA Section 101(f) can be integrated into the summary anriual report
and SPD.

An additional, separate notice is redundant. Qualified plans already provide participants
with information annually regarding the assets and liabilities of the plan through the
summary annual report, required under ERISA Section 104(b). The required disclosure
of a plan’s funded current liability percentage and of the ratio of assets to the payments
and under 101(f)(2)(B)(i) (ii) should be integrated into the SAR.

In addition to the Summary Annual Report, participants receive a Summary Plan
Description (SPD) which provides a detailed explanation of how the plan funding works,
the role of the PBGC, and contact information if a participant wishes to request additional
information. To the extent that a plan is permitted to suspend benefits or reduce
benefits, or that benefits are guaranteed by the Pension Benefit Guaranty Corporation,
this should already be explained in the Summary Plan Description. In our view, these
express disclosure requirements relating to how plan funding operates and the role of
the PBGC and the nature of the guarantee of the PBGC under ERISA Section
101(f)(2)(B)(iii) and (iv) should be added to the Summary Plan Description and not
separately stated in an annual notice.

lil. New Notice Requirement will be Ineffectual

A. New Notice will not enhance plan accountability.

The proposed new notice will not enhance plan accountability or ultimately lead to better
plan funding because all the required information is already disclosed in one form or
another. Defined benefit plans disclose their funding status annually to the IRS through
the IRS Form 5500. An actuarial report is attached to each annual report and fully
analyzes and discloses the funding status of the plan. Plan participants are informed on
the SAR that they can request a copy of the IRS Form 5500 any time. With respect to
the PBGC, a plan’s annual premium payment to the PBGC is calculated based on the
funding status and sent through the PBGC Form-1. The PBGC is apprised of the
funding status of plans.

B. Minimum Funding Statutorily Required.
Both ERISA and the Internal Revenue Code require that a defined benefit plan make

minimum required contributions. If a plan fails to make required minimum contributions,
it is subject to excise taxes.
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Additional disclosures to participants are not likely to impact the actual funding of any
defined benefit plan, as participants have no standing to sue with regard to funding, the
PBGC is already annually notified of the funding status of the plan. To the extent that a
plan is not properly funded, mechanisms are in place already (excise taxes, current
annual reporting) to enforce funding.

Particularly in our setting, where the funding is solely from a federal government agency,
there will be no significance whatsoever to the required disclosures.

Conclusion

The notice requirements of ERISA Section 101(f) add no value to the participants,
unions and participating employers of a plan, such as ours, where the sole source of
funding is a federal government agency. The cost of this is unnecessary and will be
borne by the Department of Energy. The DOL should carve out an exemption for plans
funded through government agencies.

But, should the DOL decline an exemption, it is our belief that the imposition of a new
and separate notice will result in unnecessary administrative obltgatlons that will not
enhance Plan participants’ understanding of funding, will not better equip the PBGC in its
oversight, nor ultimately result in fewer funding problems. At best, the additional notice is
redundant, burdensome and ineffectual. At worst, the notice will be a costly
communication that serves only to confuse and alarm Plan participants.

Disclosure to participants through the Summary Annual Report and the SPD would be
just as effective, and less costly. Attached is a marked copy of the proposed Model
Notice.

Please contact me on (509)372-3323 with any questions.

Sincerely,

Elaine M. Cone
Director, Benefits Accounting
Fluor Hanford

cc. EMCLB
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discharging their notice obligations
under this section. Use of the model
notice is not mandatory. However, use
of the medel notice will be deemed to
satisfy the requirements of paragraphs
(b)-and (c) of this section, excépt with
respect to information refereniced in ¢
paragraph (b)(9) of this section. 8 ()

Appendix to §2520.101-4—Annual
Funding Notice for [Insert namte of
pensum plan]

funde I eplof linsert nam

EIN.of plan’\Plan); Thls adtice also includes
information abgut rile€ governing insolvent
lans and hene: yments guaranteed by
the Pensicm Berelt Guararity Corporation
(PBEGC), a ¢y. This notice is for
the pk ginbihg (insert beginning
el ending date] (Plan

T nd ed current lability
percentaga for-the Plan Yedr was [insert
percentage—see instructions below). In
general, the higher the percentage, the better
funded the plan. The funded current liability
percentage, however, is not indicative of how
well & plan will be funded in the future or
if it terminates.

(Instructions: For purposes of computing
the “funded current liability perceritage,”
insert ratio of actuariel value-of assets to
current liability, expressed as a percentage. If
the percentage is equal to or greater than 100
peicent, you may insert “at least 100
percent.”)

lan’s Financial Informatien

The tnarket value of the Plan’s assets as of
[insert valuation date] was [insert amount].
The total amount of benefit payments for the
Plan Year was [enter amount]. The ratio of
assets to benefit payments is [enter amount
calculated by dividing the value of plan
assets by the total benefit payments]. This
ratio suggests that the Plan’s assets could

provide for approximately {enter amount K
calculated above] years o¥heneﬁ! payments
in annual amounts equal to what was.paid
out in the Plan Year, However, the mtlo does
not take into accouyit Euture changes in total

bgniofit payments or plan assets

‘The Speciat TS goverr
msolvem mulxiemployerfpensi :
plan is insolvent foraplan year if its
available financial resources aré'niot
sufficient to pay benefits when due for the
plan.year.

An insolvent plan:must reduce benefit
payments to the highest level that citibe

.paid from the plan’s available finaticial

resources. If such resources are not enough

to pay Benefits at a level specified by. law (see
Betiefit Payiments Guararitead by the PBGC,
below), the plan mist apply to the PBGC for
financial assistance. The PBGC, by law, will
loan the plan the amount necessary to pay
benefits at the guaranteed level: Reduced
benefits may be restored if the plan’s
finaricial condition improves.

A plan that becomes insolvent must
provide prompt notification of the insolvency
to participants and beneficiariés, contributing
amployers. labor unions representing
pawticipants, and PBGC. In addition,
participants and beneficiaries also must
receive information regatding whether, and
how, their benefits will be reduced or
affected as a result of the insolvency,
including less of a lump sum option. This

information will be provided for each year

{the plan is insolvent.
‘Benefit Paynients Guaranteed by the PBGC

The PBGC guarantees only vested Lienefits.
$pecifically, it guarantees a monthly benefit

payment dqual to 100 percent of the first $11

' the Plan’s monthly benefit accrual rate,

$lus 75 percent of the next $33 of the accrual

Aate; times each year of crédited service. The

Juaximumn guaranteed payment for a vested

tiree, therefore, is $35.75 per month times
ach year of credited service.

Example 1:1f a participant with 10 years
f credited service has an accrued monthly
enefit of $500, the accrual rate for purposes
f determining the PBGC guarantee would be

W

determmed by divndmg the monthly benefit
by the participant's:years.of service ($500/
10), which équals $50. The guaranteed
amount for 4 $50:
equal to the suri’
/$33), or $35:75. Thus;the part t
| ‘guaranteed monthly benefit is $357.50
($35,75 %10). R ,

guar‘anrg‘e'_d _ar_n
rate is

guaramead mon i
$177.50 ($17 75% 19);
In calculatinga pérson's morthly payment,

_ the PBGC will disregard any benefit increases

that were made under-the plan within 60
gl;&t:hg before insalvency. anularly.‘th

deal eneﬁts to.a spouse or heneﬁcxary (e.g.
a qualified pre-retireinent survivor arinuity),
benefits above the normal retivement benefit,
disability benefits not in pay status, 6r-non-
pension bétefits, such as hiealth insurance,

life insratice, death benefits, vacation pay,
or severance pay.

Whiere To Get More Information

For more information about this notice,
you may contact {enter name of plan
administrator and, if applicable, principal
administrative officer), at [enter phone
number and addressl, For more information
about the PBGCand muluemployer benefit
guarantées, 0.1 PBGC's Weh site; hitp://
www.pbgc.gov, or ¢ GC toll:ree at 1-
800-400-7242 (TTY/TDD users may call the
Fedoral relay service:toll free at 1-800-877—
8339 arid ask to be ¢onnected to 1-800-200-
7242).

‘Signed at Washington, DG, this 31st day of
January, 2005.

Ann L. Combs,
Assistant Secretary, , Employee Benefits

* Security Adminisiration, Department of
Labor.
[FR Doc. 05-2151 Filed 2—3-05; 8:45 am)
BILLING CODE 4150-29-P




