
 
 
 
August 3, 2006 
 
Dear Senators: 
 
We understand that you may be voting on the Pension Protection Act tomorrow.  While H.R. 4 includes 
many positive provisions, including important measures to protect the pensions of certain widows and 
divorced women and permanent incentives to encourage more lower-income individuals to save for their 
own retirement, we are concerned that the bill also contains harmful provisions that could undermine the 
retirement security of millions of older, long-tenured workers in cash balance and multiemployer pension 
plans. We, the undersigned organizations, urge you to amend the bill to: 
 
Strengthen the cash balance language to:   
 
• Provide transition protections: H.R. 4 legalizes cash balance plans without providing sufficient 

protections for older employees. While we applaud the bill’s elimination of the practice of 
“wearaway,” (a particularly egregious practice that allows companies to freeze the benefits of older 
employees) and the addition of 3-year "vesting," the Senate should include the transition 
protections contained in its original bill to ensure that older employees are protected when 
companies switch from traditional defined benefit plans to cash balance plans. 
 
A recent Government Accountability Office study found that, without transition benefits, the great 
majority of older, long-tenured employees suffer significant losses in cash balance conversions. The 
original Senate provisions were a carefully-constructed compromise, mirroring the practices of 
corporations that, in recent years, have provided modest benefits to older employees to bridge the 
transition to cash balance plans.  Indeed, the House overwhelmingly passed a Motion to Instruct 
urging its conferees to accept the thoughtful Senate approach.   
 
If the transition protections are not included in the final bill, then Congress will be effectively 
lowering the bar, encouraging companies that otherwise might do the “right thing” to provide only the 
minimum required by the law.  It should also be noted that when Congress switched from the old 
Civil Service Retirement System to FERS, federal government employees were given a choice 
between the old and new plan. So there is a strong precedent for these “transition protections.”  

 
We also have concerns that the language on hybrid plans is overly broad and could lead to discriminatory 
plan designs.  
 
Strike the “Red Zone” multiemployer cutback provisions: 
 
• The House bill includes a provision that could wipe out earned “early out” pensions of tens of 

thousands of truck drivers, carpenters, boilermakers, and other rank-and-file workers. Under current 
law if pension plans choose to stop paying subsidized early retirement benefits, they can only 
eliminate benefits for future years worked.  They must pay workers the portion of the benefit they 
have earned as of the time of the rule change (as long as employees later meet the requirements for 
these special benefits and the plan continues to operate). However the provisions of the bill would 
allow certain underfunded multiemployer plans for the first time to completely wipe out the 
subsidized early retirement benefits of truck drivers and construction workers who have stayed in 
their lines of work to be able to collect these early-out pensions.  The proponents of this “Red Zone 
cutback provision” refer to these pensions as “ancillary,’ which is misleading since these benefits 



have been specifically protected by Congress since 1984. They also claim that this provision is 
necessary to prevent plans from collapsing – but have provided no documentation to show that this 
provision is necessary if the bill’s many other provisions are enacted.  The original Senate bill did not 
contain this provision and it should be removed from the bill.  

 
There are other problematic provisions of the bill. For instance, the bill eviscerates critical protections by 
eliminating longstanding procedures enforced by the Department of Labor that guard against conflicts of 
interest between pension plan trustees and service providers. It also allows financial institutions to 
provide potentially conflicted advice on their own products with only minimal safeguards against abuse. 
In addition, the funding provisions, in their narrow aim to decrease what may be only temporary funding 
shortfalls, may penalize the very companies that are maintaining defined benefit plans for their workers 
and could precipitate the freezing or termination of these plans.  
 
We also question the wisdom of prematurely making permanent the increased contribution limits for 
retirement savings plans when studies show that only six percent of households are now making 
maximum contributions into their accounts. Providing such generous limits under 401(k) plans and IRAs 
– which is expected to cost more than $34 billion over ten years – tilts incentives away from secure 
defined benefit plans and toward insecure do-it-yourself savings plans.     

Finally, we support a number of provisions in the bill.  For instance we applaud the spousal protections 
that are designed to close long-standing loopholes in laws affecting certain widows and divorced spouses. 
We also generally support the bill’s disclosure provisions as well as measures that would reduce vesting 
requirements in profit sharing plans, and efforts to remove roadblocks now deterring companies from 
offering “automatic enrollment” in 401(k) plans.  The bill also makes permanent the Saver’s Credit to 
encourage low- and moderate-wage earners to save. 

We thank you for your consideration and hope that the Senate will make needed changes to the Pension 
Reform Act to ensure that it truly meets its goal of providing retirement security to American workers. 

 
Sincerely, 
 
 
 

  
Karen Ferguson, Director 
Pension Rights Center 
 

Barbara Kennelly, President 
National Committee to Preserve Social Security 
and Medicare 
 

 


