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U.S. SUPREME COURT SPEAKS OUT ON SUSPENSION OF BENEFITS 
RULES FOR MULTIEMPLOYER PLANS 

 
… TIGHTENING OF SUSPENSION OF BENEFITS RULES FOR EARLY 

RETIREES VIEWED AS VIOLATION OF 411(d)(6) 
 
 
INTRODUCTION 
 
In a landmark decision resolving differences between the Fifth Circuit and Seventh Circuit 
Courts, the U.S. Supreme Court decided that an amendment to a multiemployer pension plan’s 
suspension of benefits (SOB) rules for early retirees making the rules more stringent than before 
was a violation of IRS Code section 411(d)(6) which prohibits the reduction or elimination of 
early retiree benefits. 
 
The citation for this case is: Central Laborers’ Pension Fund v. Heinz, et al., U.S. Supreme 
Court No. 02-891, 6/7/04.  All fund counsel and fund consultants should read this case in its 
entirety.  It may be downloaded at: 
 
http://www.findlaw.com/casecode/supreme.html  Click on “Recent Decisions” and then click 
on the citation for the case. 
 
 
THE FACTS 
 
Heinz and several other participants (collectively “Heinz”) retired at age 39 under a “service 
only” pension plan (that’s right, age 39 after 20 years of service!!!) and started to collect pension 
benefits in 1996.  At the time of retirement the plan had suspension of benefits rules for early 
retirees applicable to so-called “disqualifying employment” which meant a return to union work 
in the construction industry. 
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In 1998 the Plan expanded its definition of “disqualifying employment” to include a return to 
work in the construction industry including supervisory work (or non-union work).  At that 
time Heinz and others had been promoted to supervisory work.  The Plan forewarned Heinz that 
if he continued on as a supervisor, his monthly pension benefit would be suspended.  Heinz kept 
working and the Plan stopped paying. 
 
Heinz sued in a U.S. district court to recover the suspended benefits arguing that the amended 
definition of “disqualifying employment” resulted in a reduction or elimination of his accrued 
benefits, thus violating the anti-back rule in ERISA under Code section 411(d)(6).  The Plan 
contended that section 203 of ERISA provides for the suspension of benefits after early or 
normal retirement and that such suspension is a “permissible forfeiture under section 203.” 
 
The district court agreed with the Plan, only to be reversed by the Seventh Circuit which covers 
the states of Illinois, Indiana, and Wisconsin.  The Seventh Circuit decision (2002) was contrary 
to a decision of the Fifth Circuit in Spacek v. Maritime Association (1998) which ruled that “… a 
suspension of benefits is not the same as a reduction or diminution of [early] retirement benefits.  
The U.S. Supreme Court decided (i.e., granted certiorari) to resolve the conflict.  For 
details on the earlier Circuit Court decisions, see Benefit News Briefs 2004-2, 1/6/04. 
 
 
SUPREME COURT’S REASONING 
 
The Supreme Court’s analysis begins by referring to the Retirement Equity Act of 1984 which 
provides that: 
 
 … the accrued benefit of a participant under a plan may not be decreased by an 

amendment of the plan … a plan amendment which has the effect of … eliminating 
or reducing an early retirement benefit … with respect to benefits attributable to 
service before the amendment shall be treated as reducing accrued benefits. 
(emphasis added - Volume 29, United States Code, section 1054(g)(2). 

 
Based on this anti-cutback rule, the Supreme Court raised the question: “Did the 1998 plan 
amendment changing the definition of ‘disqualifying employment’ have the effect of 
‘eliminating or reducing an early retirement benefit that was earned by service before the 
amendment was passed?’” 
 
While conceding that the REA of 1984 “is not as helpful as it might be in answering this 
question,” the Supreme Court expressed its agreement with the Seventh Circuit when it 
concluded that: 
 
 It certainly looks as though a benefit has suffered under the amendment here … for 

we agree with the Seventh Circuit that as a matter of common sense a participant’s 
benefits cannot be understood without reference to conditions imposed on receiving 
those benefits, and an amendment placing materially greater restrictions on the 
receipt of the benefit “reduces the benefit just as surely as a decrease in the size 
of the monthly payment.”  Heinz worked and accrued retirement benefits under a 
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plan with terms allowing him to supplement retirement income by certain 
employment, and he was being reasonable if he relied on those terms in planning his 
retirement.  The 1998 amendment undercut any such reliance, paying retirement 
income only if he accepted a substantial curtailment of his opportunity to do the kind 
of work he knew.  We simply do not see how, in any practical sense, this change of 
terms could not be viewed as shrinking the value of Heinz’s pension rights and 
reducing his promised benefits.  (emphasis added) 

 
The Plan’s arguments carried very little weight with the Supreme Court which referred to them 
as “technical ones” (i.e., almost without any legal merit).  One of the arguments was that the 
accrued benefits of x dollars per month were not reduced or eliminated in any way; they were 
simply suspended.  Moreover, it was not recognized by the Supreme Court that the monthly 
benefits would be actuarially increased for age after work stopped and the benefit payment 
commenced again. 
 
The Supreme Court referred to the “unreasoned statement” in the IRS Revenue Manual which 
states: “… an amendment that reduces IRS 411(d)(6) protected benefits on account of a plan’s 
disqualifying employment provisions does not violate IRS 411(d)(6).”  Second, the Supreme 
Court also chastised the IRS for its amicus curiae brief in which the IRS describes “how it has 
routinely approved amendments to plan definition of disqualifying employment even when they 
apply retroactively to accrued benefits.” 
 
As far as the Supreme Court is concerned: 
 
 … neither an unreasoned statement in the manual nor allegedly longstanding 

agency practice can trump a formal regulation with the procedural history to 
take on the force of law. 

 
 
UNRESOLVED ISSUES 
 
One issue that the Supreme Court did not deal with directly is whether there are any limits 
whatsoever, quantitative or qualitative, imposed on the suspension of benefits rules for early 
retirees like the limits placed on the SOB rules for normal retirees under a multiemployer plan 
where the retiree must work 40 hours or more per month in the same trade or industry and in the 
same geographic area (as defined by the DOL regulations) before benefits may be suspended. It 
is legitimate to ask whether the SOB rules applicable to early retirees be as restrictive as 
the trustees decide is necessary to preclude the return of early retirees to the labor force. 
 
Remember: The Supreme Court indicated that tightening of the SOB rules applicable to early 
retirees and applied after early retirement would be a violation of the anti-cutback rule if the new 
rule was applied anytime after the initial retirement date.  But suppose the rule applicable to an 
early retiree at the time of his initial retirement was: “Benefits of early retirees will be suspended 
if the early retiree retires to work in any capacity for a signatory employer or a non-signatory 
employer in the construction industry and will remain suspended until such work stops.”  Is such 
a rule permissible as long as it was in effect at the time of retirement? 
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Another issue that arises, but which is not dealt with directly in this decision, is what happens if 
the trustees adopt a very tight set of suspension rules when employment opportunities are down, 
even for younger workers, but as employment opportunities improve, the trustees want to lighten 
up the suspension rules.  Does the Supreme Court decision allow for a plan amendment to 
liberalize the SOB rules or must the tougher rule in effect at the time of initial early retirement 
still apply? 
 
 
ADMINISTRATIVE COST IMPLICATIONS 
 
If a plan currently has SOB rules for early retirees and wishes to amend them in such a way as to 
make the condition for reemployment more restrictive (i.e., enhance the possibility of 
suspension), it appears that this can be done but as a result, application of the SOB rules will 
become more complex and costly to administer because there will be more than one set of 
suspension rules to be applied to different sets of early retirees. 
 
For existing early retirees, the new SOB rule cannot be applied to benefits already accrued, that 
is, the new, more restrictive SOB rule cannot be used to suspend benefits accrued by a 
participant after the time of initial retirement.  His existing monthly pension check cannot be 
suspended under the new rule; it may be suspended under the old rule.  Meanwhile, benefits will 
be accruing while he is working after his initial retirement and until he re-retires, due in part to 
the hours worked and also to the actuarial adjustment which must be made for age when he re-
retires.  When he re-retires the newly adopted SOB rules would apply but only to that portion of 
the future accruals earned during his period of reemployment and not to the benefits accrued 
before that time. 
 
These fine-line adjustments could turn out to be an administrative nightmare because, in 
effect, the plan would have to administer two different sets of suspension rules and to apply 
the rules to benefits accrued during two different points in time by the same early retiree 
(i.e., initial retirement and re-retirement at a later time). 
 
In the past suspension of benefit rules for both normal retirement and early retirement could be 
changed at any time and could be effectively used to encourage or discourage reemployment of 
retirees depending on current economic conditions.  However, as a result of the Heinz 
decision, trustees have been deprived on this flexibility and any proposed changes in a 
fund’s suspension of benefits rules will need careful review by fund counsel and the fund 
consultant to assure that any changes do not violate Code section 411(d)(6) and would not 
result in excessive costs to administer. 
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