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PRIVATE WELFARE AND PENSION PLAN STUDY, 1971

TUESDAY, JULY 27, 1971

U.S. SENATE,
SUBCOMMITTEE ON LABOR OF THE

COMMITTEE ON LABOR AND PUBLIC WELFARE,
Washington, D.C.

The subcommittee met at 10 a.m., in room 4332, New Senate Office
Building, Senator Harrison A. Williams, Jr., chairman, presiding.
Present: Senators Williams (presiding), Randolph, Javits, and

Taft.
Subcommittee staff members present: Mario T. Noto, special coun-

sel; and Michael Gordon, minority counsel.
The CHAIRMAN. The Senate Labor Subcommittee hearings on pen-

sion plans will now officially begin.
These hearings beginning today by the Senate Subcommittee on

Labor deal with the problems and hardships workers experience in
private pension plans in our country. On March 1 of this year, the
U.S. Senate by Senate Resolution 35 continued a prior mandate to
this subcommittee to conduct a general study of welfare and pension
plans with special emphasis on the need for protection of covered
employees.

Congress has a growing and deep concern for the workers who,
having been led to believe that they would receive retirement benefits
upon completion of their working lives, learn with sorrow that for
some reason beyond their control, they are not going to receive any
pension.
The Subcommittee on Labor has the duty to determine whether

private pension plans do, in fact, fulfill the promise to workers who
must depend upon pensions in order to meet the financial obligations
necessary to help them maintain a decent living upon retirement.
Congress has the obligation to assure workers that pension plans do
furnish them with meaningful benefits and that pensions are not just
promises resulting in cruel delusions at a late stage in life.
Our first hearing today is to hear testimony from workers who

because of inadequate or inequitable plans failed to receive retirement
pensions which, in good conscience, they believed they were entitled
to.

Private pension plans must be financially sound and fair, and, most
importantly, be real, and not as the New York Times editorially stated
on April 17, 1971, "* " a phantom for millions of workers who now
never collect them." Congress needs to learn the problems of private
pensions in order to respond properly to the need for corrective or
remedial legislation. Constructive inquiry and effective dialog among
the Congress, individual workers, employers, unions, industry, and
others affected will assist us in determining the extent of need for leg-
islative action.

(1)
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Our subcommittee study, in fulfillment of its mandate, will be com-
prehensive, methodical, and analytical. We shall ascertain the views of
Government agencies which exercise regulatory control over pension
plans and inquire into the extent and effectiveness of the administra-
tion and operation of plans by employers, trustees, and unions. We
shall hear from these as the subcommittee attempts to cover the spec-
trum of problems intrinsic to pension plans, such as vesting, funding,
portability, reinsurance, and fiduciary controls.
At this point in the subcommittee inquiry, it is apparent that many

private pension plans are properly administered and effective in ac-
complishing their purpose. However, many others, as a result of un-
sound or inequitable provisions, are inflicting hardships upon workers
who have no recourse for remedy. The complaints coming to the sub-
committee indicate that many welfare and pension funds are not serv-
ing their purposes because of four major problems:

First, failure of pension funds to provide necessary minimum and
adequate vesting provisions.
Second, premature termination of pension plans without adequate

insurance coverage to protect the employees.
Third is the failure of pension plans to have sufficient and sound

funding to meet accrued and vested liabilities.
Fourth, ineffective fiduciary requirements which threaten the safety

and preservation of fund assets.
These shortcomings make it essential for us to inquire into the ade-

quacy of vesting standards to be prescribed in plans, whether asset
funding is sufficient or requires increase, whether plans should be
reinsured, whether there is need to institute portability arrangements,
and whether there is need for further and additional protective and
regulatory control over fiduciaries.
Subcommittee inquiry has established by overwhelming evidence

that there exists inadequate and in cases even total failure of commu-
nication of pension benefits and causes for their denial to worker par-
ticipants. The attempted explanations by employers, administrators, or
trustees are too legalistic, too complicated for the average worker to
fully comprehend. To remedy this, on July 19, 1971, I wrote to the Sec-
retary of Labor advising him of our finding and of my support of a
petition filed by Ralph Nader which seeks to bring reform in this area
of communication. And I shall place a copy of that letter into the record
at this point.
( The following letter was subsequently supplied for the record:)

•
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HARRISON A. WILLIAMS, JR., N.J., CHAIRMAN

JENNINGS RANDOLPH. W. VA. JACOB K. JAVITS, N.Y.
CLAIBORNE PELL, R.I. WINSTON PROW, VT.
EDWARD M. KENNEDY, MASS. PETER H. DOMINICK, COLO.
GAYLORD NELSON, WIS. RICHARD S. SCHWEIKER, PA.
WALTER F. MONDALE, MINN. BOB PACKWOOD, OREG.
THOMAS F. EAGLETON. MO. ROBERT TAFT, JR., OHIO
ALAN CRANSTON, CALIF. J. GLENN BEALL, JR., MD.
HAROLD E. HUGHES, IOWA
ADLAI E. STEVENSON III, ILL-

STEWART E. MCCLURE, STAFF DIRECTOR
ROBERT E. NAGLE, GENERAL COUNSEL

Honorable James D. Hodgson
Secretary
Department of Labor
Washington, D.C.

Dear Mr. Secretary:

3

'ZCnifeb Ziafez Zonate
COMM ITTEE ON

LABOR AND PUBLIC WELFARE

WASHINGTON, D.C. 20510

July 19, 1971

As you know, the Senate Labor Subcommittee is
currently conducting a comprehensive study of private
pension plans in the United States, with special em-
phasis upon the need for protection of employees covered.
This study is pursuant to Senate Resolution 35, of the
current Congress.

In the course of its study, the Subcommittee has
learned of various hardships and inequities sustained
by employee participants in pension plans and funds
which result in their failure to realize the retirement
benefits they had Ipen led to believe they would receive.
Among the causes for the resulting hardships, there is
one which manifests itself in many cases studied by the
Suscommittee. This is the total failure of or inadequacy
of communication of plan provisions to worker participants
resulting in a lack of knowledge or misunderstanding of
the provisions of the pension plan and such benefits to
which an employee would be entitled to or disqualified
from.

The inadequate communications to worker participants
of the provisions of retirement plans in many instances
is attributable to the complicated and otherwise legalistic
language in the plan which is difficult, if not impossible
of comprehension, by an average employee. In many instances,
plan provisions are communicated in easily understandable
terms to an employee too late, and as a result of plan
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provisions, he is irrevocably precluded from qualifying
for benefits which he had been led to believe he was
entitled to. The areas in which understandable com-
munication seems to be lacking or insufficient for com-
prehension purposes applies to the vesting, portability,
and funding provisions.

As you know, on July 14, 1971, Mr. Ralph Nader,
Washington, D.C., filed a petition with your Department,
wherein he requests promulgation of rules and regulations
pursuant to the Welfare and Pension Plan Disclosure Act,
as amended, 29 USC 301, which in substance would require
administrators of pension plans to furnish advice to plan
participants of details concerning their eligibility or
lack thereof to receive benefits. The results to date of
the inquiry conducted by our Subcommittee, as I have in-
dicated herein, adequately sustain the petition in question
and support the issuance of appropriately revised regula-
tions to accomplish the objective.

I would appreciate it if in your consideration of
the petition filed, you would consult with the Subcommittee
in order that your Department may receive the pertinent re-
sults of the Subcommittee's inquiry on the issues involved.
These should prove of assistance in your consideration of
a much needed remedy to the problem that pension plan par-
ticipants do not receive sufficient and comprehensible in-
formation concerning their rights under pension plans filed
with the Office of Labor Management and Welfare-Pension
Reports of your Department.

Sincerely,

HARRISON A. WILLIAMS, JR.
CHAIRMAN

•
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The rapid growth of private pension plans in the United States has
been phenomenal. Only 20 years ago, private pension plans covered
fewer than 10 million workers. Their total reserves were $12.1 billion.
Today, an estimated 30 million workers in our country are covered
under a variety of individually tailored private pension plans. With
their total assets exceeding $130 billion, pension assets have thus be-
come tremendous sources of financial power. These assets have an an-
nual growth rate which forecasts that pension funds will increase to
$215 billion by 1980, and the number of persons covered will increase to
42 million workers at that time.
One of the first steps undertaken by the subcommittee in its study

was a survey of the operations of 1,500 private pension plans of the
• more than 34,000 such plans registered with the U.S. Department of

Labor, under the provisions of the 1959 Welfare and Pension Plans
Disclosure Act. This plan study was designed to establish an independ-
ent data base from which information could be developed. This was
necessary because there is no one Federal agency in the Government
responsible for acquiring the necessary data, nor is there any with
overall responsibility for overseeing the operations and administra-
tion of private pension plans. This plan survey provides the subcom-
mittee with the opportunity for an in-depth study.
On March 31, 1971, together with Senator Jacob K. Javits, I re-

leased a preliminary staff analysis of 87 of these private pension plans.
In short, the analysis covered $16 billion in pension assets and 9.8
million workers, who had participated in pension plans since 1950.
It further established that of 6.9 million workers who had been cov-
ered in 51 plans and had 11 years or more of service, only 4 percent
of them or 253,118 workers received any kind of early or deferred
vested retirement. Of the other 2.9 million workers who participated
in 36 plans with 10 years or less of service during the same year, only
8 percent received benefits. While, as we stated at the time the analysis
was released, these statistics were to be viewed from an historical per-
spective, it is apparent that they manifest problems, shortcomings,
and resulting hardships upon workers. This analysis was placed in
the Congressional Record on April 5, 1971, and I believe it appro-

• priate to make it a part of the record of this hearing.
(The material referred to may be found in appendix A.)
I think it is also appropriate for me to announce at this time that

within the next several weeks, the subcommittee shall release to the• public further results from the continuing analysis by the staff of the
1,500 pension plans. At that time the subcommittee analysis will re-
flect to what extent private pension plans in this country are provid-
ing for death and survivorship benefits and even more importantly,
the average monthly annuity which retired persons in this country
are receiving for their retirement years.
Public response to our subcommittee study has been overwhelming.

We have received thousands of letters from every part of the country
depicting individual and group hardships which have befallen aged
workers and pensioners in the American labor market. In many
instances, the letters bring to the surface accounts of suffering and
illusory promises which cannot be remedied under current legislation.
While investigations and studies, both private and public, tend

to explain, criticize or justify pension plan inadequacies, the public
seldom hears the problem from those who are most affected—the
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workers themselves. While labor, management, and government, as
well as insurance, banking and related groups have a genuine interest
in this area, the witness with no public voice is the worker himself.
It is time for the Congress to hear from the workers of the variety
of problems which beset them as participants in private pension plans.
These are people who have communicated with the subcommittee and
have volunteered to offer their problems in a public forum. While
employers, and administrators of plans were apprised of the claimed
hardship of each witness who will appear, and offered opportunity
to testify with respect to these workers, few accepted. It is not the
purpose of this hearing to harass or indict employers, trustees, or
administrators of pension plans. Accordingly, no attempt has been
made to compel their testimony. It is anticipated the record will most
probably speak for itself.
It is inevitable that there will be critics who will characterize these

hearings and the unfortunate witnesses as "horror stories" or "sym-
pathy cases." These are critics who find no fault with our private
pensions and who continue to assure us that time will cure the defects.
If what comes from the personal accounts and misfortunes of these
witnesses is sorrow, then let us not only be compassionate, but also
resolve to find the ways to better the lives of those who have yet to
retire.

Before beginning with our first witness, I would like to place into
the record a compilation of 22 letters selected at random from the
many received by the subcommittee from individuals. These reflect a
variety of specific problem areas of private pension plans and describe,
in the words of the workers themselves, the types of hardships sus-
tained which certainly warrant and demand the attention of Congress.
Without objection, I will place those in the record at this point and
turn to Senator Javits who has legislation before this committee. His
commitment to improving the whole scene dealing with private pen-
sions in this country is well known.
(The letters referred to follows:)

LETTERS TO SENATOR WILLIAMS FROM INDIVIDUALS REFLECTING PROBLEM AREAS OF
PRIVATE PENSION PLANS

SAN PEDRO, CALIF., January 29, 1971.

DEAR SENATOR WILLIAMS: It is reported in the newspapers that your committee
is going to investigate pension plans of various private corporations with an eye
toward making them more responsive to the needs of retirees. . . . I have over
twenty years services in the   Co. for which I will realize not one
penny. I had to quit and get another job 15 years ago to support my growing
family as the wages of the Company were getting worse each year. During
the time that I did work for the Company I complained about the poor
remuneration and was always told, "but look at the good pension you have to
look forward to * * *

CREVE COEUR, MO., March 9, 1971.

DEAR SENATOR WILLIAMS: We read in the St. Louis Globe-Democrat that your
committee is investigating pension funds that never pay out benefits to many or
most of their members. We think it very commendable that you are looking
into this matter.
The   Union indeed has a pension plan, and we all must pay into

it. It is held up as one of the earliest. But none of us can draw any benefits
until he has been a member for twenty-five long years. A member who has paid
in for twenty-four years can receive nothing.
We have a member in our local, a woman, who is sixty-one, and has paid in

twenty years. Her husband is older and has been retired for several years
already. She would like to retire and spend some well-earned leisure time with
him at their retirement home in another State. But she must continue working
and paying in another five years to get anything at all * * *



7

STATEN ISLAND, N.Y., March 12, 1971.

DEAR SENATOR WILLIAMS: * * * My husband and I have been working diligently

for years in order to send our son and daughter to college and to build up a pen-

sion fund which would take care of us in our sunset years. My husband worked

221/2 years for a company when they merged with another, and then began with
another company and worked there over 13 years when they moved out West,
causing an involuntary termination and loss of benefits for the second time.
Meanwhile I worked for a company 141/2 years when ray company moved out

of the country, resulting in an involuntary termination for me and loss of pension
benefits. These were all large companies that well could have afforded doing
something beneficial for their employees. Adding up all these years totals a loss
of 50 years of pension benefits through no fault of ours * * *

STERLING HEIGHTS, MICH., March 24, 1971.

DEAR SENATOR WILLIAMS: * * * My husband has been employed at Com-
pany for the past 30 years. In January of this year the company posted a notice
saying they would close the plant and were moving the outfit to North Carolina.
So, then comes the big question. What happens to the pension fund and the
monies that the men have been depending on for their old age? The  
which is the union my husband belongs to, has at present a suit pending against
  Company, but at the present time, we don't know any more now than
we did when the closing notice was posted.
My husband is now 49 years old and we have three children left at home,

17, 14, and 11 years old. It takes every nickel we can scrape together to clothe
and feed them and sure does not leave anything left to put away for our old age.
For many years my husband stayed on at  Co. under the delusion that

we would be all set when he retired and would not have to ask for help from
children, state or Federal government. Now it looks like all we have left are
our delusions. At the present time it looks like the only persons who will get
anything out of this pension fund are men who are already 65 or will retire imme-
diately at 62 before the plant moves. What is going to happen to the millions in
the fund, only God knows, but I'll tell you, it seems a rotten way to run a
government * * *

WILMINGTON, DEL., March 24, 1971.
DEAR SENATOR WILLIAMS I would like to say something about these pension

plans for the workers of the country. I am in the  Union in Wilmington,
Delaware; I have 23 years involved in the pension plan, but if I lose my job I
am out in the cold. I have no vested rights in the pension. I think a federal law
should be passed that after so many years, you are guaranteed a pension. Our
pension plan is so full of loopholes. They don't want you to collect. There is no
control over what the trustees of the plan do * * *

FOREST HILLS, N.Y., March 26, 1971.
DEAR SENATOR WILLIAMS: * * *I offer my own case as a personal example of

the gross inadequacies of most company pension plans. Twenty-two years ago I
graduated from high school and started working. The three jobs I have had
during that time have all ended the same way * * * The company, due to merger
or other management decision, relocated to another part of the country. In each
case I was not with the firm long enough to have acquired any vested rights,
which means that now after twenty-two years of working to support myself I
am no nearer to a pension than when I left school.

Please note that I am not referring to employees who flit from job to job
* * * I refer to companies who move out from under their employees * * *

LANCASTER, PA., March 28, 1971.
DEAR SENATOR WILLIAMS: I want to congratulate you on your investigation

of pension plans * * * I spent 16 years in the employment of  • As
business is depressed, there has been a lay-off.
This past Monday morning I was informed that I was being laid off March

31, 1971. The pension plan here, only the company contributes to, so when the
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employee leaves he has nothing coming except his severance pay. And since no
pension fund follows to a new place of employment, at my 57 years of age, my
chances are slim of retirement at 62 as I had planned * * *

MIAMI, FLA., March 31,1971.

DEAR SENATOR WILLIAMS: I was very much impressed with an article . . .
"Retiring to Despair: Pensions as Elusive as a Pot of Gold".
This is certainly true in my case. I have worked in the same industry,

the same building and the same office since 1941. In 1958 our company was
purchased by another and I selected to stay with the new company because I
thought their policies were so high and their reputation so great; nothing was
said about my pension being lost at the time of take-over. Then in October
1961 this company was forced to sell to another company. Again, I lost my
pension rights. We were taken on with all seniority rights except the pen-
sion. I was told later on that I would have to work one year of eligibility
and then ten years in order to be entitled to a pension. I will be 66 years old
at that time. Working longer does not concern me but losing a decent pen-
sion does. I have a small home left to me by my parents when they died and
I have tried hard to maintain it so that I could really enjoy my garden, etc.,
for a year or so at least before I would have to sell it * * *

WHARTON, N .J ., March 31, 1971.
DEAR SENATOR WILLIAMS: * " I want to wish you the best of luck in this in-

vestigation as this is important to most elderly persons. My father, too, lost his
pension rights after a long period of employment.
He worked well over 25 years for   Company and he suffered a heart

attack right before his retirement. They would not let him continue working and
he lost his pension rights. This depressed him terribly at that trying time. I feel
that it contributed toward his death.
I do not want to see other elderly persons suffer as my father did.

Birmingham, Ala., April 2, 1971.
DEAR SENATOR WILLIAMS: * * * I was employed by the Company for 18

years at the Bessemer, Alabama facility. During this period the company collected
approximately 131/, cents for hour of "straight" time worked * * * as a con-
tribution to his pension.
In March of this year I retired—my pension is $45.55 per month. I find it ex-

tremely difficult to imagine that with my contribution, the pension could amount
to so little.

Also, you may be interested in noting that the contribution rate was increased
over the years in lieu of direct in-pocket raise * "

CLAREMONT, CALIF., April 2, 1971.
DEAR SENATOR WILLIAMS: * * * My father was employed by for more

than 40 years. He died just six months before retirement. The result
was that his pension, which would have gone to his widow, my mother, who
is a victim of multiple sclerosis, was taken away. My mother is left with only my
father's own contribution to the pension fund, which is, of course, far from
adequate.
I have asked the company to restore my father's pension for I believe firmly

that 40 years of service warrants something better than a widow on public wel-
fare. But whether or not this request is granted—and I have some hope that
it will be—the problem is a general one.

WEST ALLIS, WIS., April 2, 1971.
DEAR SENATOR WILLIAMS: I read in the Milwaukee Journal that you were

making a study of pension plans. I worked as a stenographer for in West
Allis for 26 years and they had a pension plan and I was under it; I started work-
ing there in May 1927 until May 1953 and received no pension. I think I should
have received some pension from the company as I could not work for 3 years
after quitting that company. Wish you would look into this and advise me if I
should get a part of my pension. * * *
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SPRINGFIELD, MASS., April 8, 1971.
DEAR SENATOR WILLIAMS: Hurrah for you and your investigation of pension

plans.
My case is one in point. Female—employed 10/1/23, left because of pregnancy

1/23/47—returned to work with  [the same company] on part time or occa-
sional basis the same year. 10/47—unable to get full time employment because
of hearing loss. This loss could be traced to employment * * This was over a
period of eight years, after which I was employed, having received a promotion
to the business office. I worked about seven years on occasional basis and 23 years
full time, and received no pension.
This company has put billions of dollars in their pension fund. There must

be hundreds of people like myself who are now 65 years old and receive no
pension * * *

MADISON, WIS., April 9, 1971.
DEAR SENATOR WILLIAMS : I note that your Labor Subcommittee has been inves-

tigating private pension plans, and as a former participant in one I pass the
following information on for your use. It serves as a good example and adds more
fuel to the fire.
I am a chemical engineer and in September, 1946 I went to work in a manage-

ment position at one of the   plants. It has a private, non-contributory
pension plan. After a number of transfers I was terminated by them due to a
change in top management in July 1960. My length of service was 13 years, 10
months. The result was no vested rights. At that time I was 45 years old.
In July 1966 I again went to work for at another facility near here with

a promise that my rights would be vested, and again due to a change in manage-
ment I was terminated in June 1970. My age was 55. My length of service was
four years. The result again was no vested rights.
In summary, I have spent 17 years and 10 months of total service with 

and am almost 56 years old. And yet, I have nothing in the form of retirement
income * * *.

NEW ORLEANS, LA., April 13, 1971.
DEAR SENATOR WILLIAMS: We read, with great interest, this article in our local

newspaper concerning your survey of company pension rights. We too were
shocked to realize that what happened to my husband wasn't an isolated case
but a common practice * * *
For my husband is one of those men forced to resign from after 28 years

of service without a pension. Also the life insurance and health plan we paid into
for 28 years wiped out. In fact, everything was so neatly wiped out, it was as
though we had never even been associated with 
When he realized he wasn't to get a pension and they dangled the termina-

tion pay before him, of course we took it. Something was better than nothing.
Now we know this is just what the company counted on so they could waive all
his rights to a pension.
Under such emotional stress who thinks! Oh yes, it was skillfully manipulated

and with purpose to avoid giving him a pension. Think of the money they saved!
And the timing was beautiful! Had he completed 30 years he would have gotten
a pension. So this was carefully done at 28 years * * *

ALLENTOWN, PA., April 21, 1971.
DEAR SENATOR WILLIAMS: Upon reading an article in the Allentown Morning

Call April 1, 1971, concerning pensions, I am sure that I have a legitimate reason
for writing to you. I started to work for Dairy on April 1, 1940, when I
was 23 years old. I started as a groundsman, watchman, Janitor and engineer,
receiving $65.00 per month and working 60 or 70 hours per week. Although this
pay was not anything to talk about, I had a steady job with promises of steady
work as long as I wanted it. Over the years * * * I grew to better positions until
in 1962 I was promoted to Maintenance Manager * * * Now to get to my com-
plaint—After working for Dairy for 30 years and 10 months I was finally
told on January 1, 1971 that my classification was being eliminated and as of this
date I was no longer working for Dairy. You can imagine what this does
to a person at 55 years of age. I not only lost my job but also lost my retirement
pension, which I worked 31 years for * * *
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COLUMBUS, OHIO, April 22, 1971.
DEAR SENATOR WILLIAMS: A recent news release by AP made known that the

Senate Labor Committee will seek to remedy conditions disclosed in a study of
private pension plans which do not vest to the employee until after an unreason-
able period of time and in some extreme cases do not vest at all until the em-
ployee has reached age 65 regardless of the number of years of service to the
employer.
I am now employed by  and have been since November, 1935, a period

of thirty-five years. My company has a so-called "Non-contributory" pension
plan, qualified under the Internal Revenue laws, which has no vesting whatso-
ever until an employee reaches sixty-five years of age. * * *

KENOSHA, WIS., April 23, 1971.
DEAR SIR: * * * I wish something could be done for people who have been

cheated out of their pensions. My husband worked for 25 years at the same iron
ore mine in Ironwood, Michigan and has no pension rights. He was employed
by   there for 18 years, but that was from 1936-1954 and before they had
vested pensions. When gave up the property in 1954, they did not offer
the men jobs elsewhere. The men received no advice from the union or anyone
else and were required to accept their severance pay in order to be hired by
the new operators, the   Co. This company operated the mine for 7 years
and then was forced to abandon it due to competition from foreign ore. This
time, with few jobs in the area, we were forced to leave our home and my hus-
band started all over again at the age of 49 at  . He has been employed
there for almost 8 years but has only 53/4 years of pension rights because he has
been laid off so much due to lack of seniority.
A couple of years ago, I wrote to the   Union to ask them to try to do

something for the miners who lost all rights to their pensions. I never received
an answer * * *

THE BRONX, N.Y., April 27, 1971.
DEAR SENATOR WILLIAMS: After having been employed by   for more

than 29 years, I have been notified that my employment is being terminated. At
the time this notification was given to me, my superiors stressed that my work
was entirely satisfactory and that I should not feel that the action was a reflec-
tion of my performance. In fact, throughout the entire period of my employ-
ment which began on March 23, 1942 all of my superiors have, without excep-
tion, rated my work performance entirely satisfactory, and in most cases, as out-
standing.

Needless to say, the termination comes as a jolt. My employment with 
covers "years of plenty" when other employment opportunities as well as educa-
tion opportunities were readily available, and when job offers were declined in
favor of continued employment with One of the major influencing factors
in reaching the decision to remain with in each instance was the pension
which would eventually be available to me * * * It seems significant that my
employer has elected to terminate my employment after these many years of
service and only two years before I become eligible to receive the pension * * *

PORTLAND, OREG., May 3, 1971.
DEAR SIR * * * My wife and I heartily agree that private industry in many

instances is unfair to workers on their retirement pension plan.
My wife worked for from October 1947 through July of 1966, when be-

cause of the working conditions she resigned from her job at the district office
in Portland, Oregon.
At the time she resigned, the pension plan was set up on a 25 year basis. Six

months after she resigned, they reduced their retirement pension plan to only
20 years.
When my wife resigned there was no mention that retirement would be reduced

to 20 years. If she knew this, my wife would have worked 20 years and drawn
the   pension. It is true that   contributed all the money for their
pension * * * However, it is unfair that 18 years and 9 months go down the drain,
and they do not pro rate the pension.

Respectfully yours,



11

ADRIAN, MICH., June 1, 1971.
DEAR SIR: writing to ask you if your investigation would cover this point.

As you well know, some companies were very slow in starting pension plans of
any kind. This was the case of my husband's company, now due to
a merger. He worked for this company from the day it was begun in 1934 (29
years when he retired). He only received his pension 14 years. It was cut off
immediately when he died in 1966. I don't think this is fair for he wanted that
security as much for me as for himself. They make no concession of any kind
and not even a part of it to the widow. I wouldn't expect it if I remarried but I
haven't and I certainly could use it * * *

SAUGUS, MASS.
DEAR SIR: Business Week recently carried an article stating that your Labor

and Public Welfare Committee was going to consider pension legislation.
This would probably improve pensions in a company which has not been greatly

• influenced by labor unions. This is a huge company and very abundantly
financed.

Pensions here run roughly one half of what the Workers recently gained.
It takes about 40 years of service to obtain any kind of pension here.
In my case, I worked for  from 1925 to 1941, and 1947 to the present

with about a year to retirement. My pension service is only from 1947.
If these two periods were joined I could obtain some $350 to $400 per month

as against $250.
However, started vesting in the 1950's but prior to that no service credits

on broken service. How can they be so whimsical on this?
My case is not unique. I have many friends with the same service trouble, just

hoping for a change of rules.

The CHAIRMAN: Senator Javits

•

STATEMENT OF HON. JACOB K. JAVITS, A U.S. SENATOR FROM THE
STATE OF NEW YORK

Senator JAvrrs. Thank you very much, Mr. Chairman. I'd like to
say in return that no one could have given greater response and more
complete response to the efforts to determine what we should do than
our chairman. I'm very grateful to him and hope that our collabora-
tion will produce laws which will affect and help 30 million Americans
who are concerned in private pensions also, Mr. Chairman.
And my statement will be brief. My own bill in this field is the Pen-

sion and Employee Benefit Act S. 2, which I wish to make clear, is the
very gifted work of Frank Cummings, my administrative assistant,
and Gene Mittelman, who is minority counsel of this subcommittee.
And now is added, Mike Gordon who worked with Mr. Noto on this
inquiry.
Let me say that my whole purpose, Mr. Chairman, is to fortify and

develop a private pension plan system which will give the American
worker a new sense of confidence and a new sense of participation in
our private sector of economy. It is not in any way to disparage the
private pension system. I believe in it deeply and I want to build it
up so it really represents a considerable portion of every worker's
retirement security. So that he really feels it is this, plus social se-
curity, which will give him every assurance of comfort and dignity
in his older years.
Mr. Chairman, our investigation and my own work has demon-

strated that the average pension plan—and I emphasize the word
"average"—does not deliver a pension to the average employee who
works under it.

66-5000-71—pt. 1-2
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That's the "system." The trouble with the private pension system is
not "bad people" but rather bad structure—and the absence of law.
It would be comforting, in a way, to find that the widespread disap-
pointments in the pension field are simply the products of fraud, theft
and criminal activity, because then all we have to do to solve the prob-
lem is "catch the thieves"—not provide for a system which would really
deliver on the sound and highly desirable pension plan idea.
Not that there are no thieves in the pension business—we all know

there are some, though I think they are very few.
But what we really have here is a set of plan structures and eligi-

bility requirements which have become customary and accepted—even
by the most sincere employers and by some unions—but which all too
often have no relation to the realities of an employee's actual working
life.
We're here today to hear evidence.
For example

' 
a man works 261/2 years—as an actual case—for one

employer, but becomes disabled at age 46. He forfeits all pension
credits because his plan doesn't provide for any vesting under age 50.
That's "the system."
Another man works for several decades under a plan which vests

at age 55. But when he's 50 years old, after three decades under the
plan, his union supplants the company plan with a new union plan.
He is too ill to work long enough to qualify under the new plan,
and yet too young to vest under the old one. So he gets nothing. That's
"the system."
Such cases are legion.
And the general conclusion is: Under this system some employees

get a pension, but most get nothing, and many forfeit after 10, 20,
30, and even 40 years of service.
Four years ago, I first introduced a bill to set minimum Federal

standards for all private pension plans: Minimum eligibility stand-
ards—"vesting"—minimum requirements for funding and solvency,
Federal reinsurance in case of untimely termination of the plan, a
voluntary Federal clearinghouse for portable pension credits, fidu-
ciary standards of conduct eliminating conflicts of interest for pension
administrators, and a new Federal Pension Commission to administer
all these requirements, as well as existing laws now handled by the
Labor Department, the Treasury, and other widely scattered depart-
ments and agencies, all of which would come under the proposed new
Pension Commission.
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S. 2, that bill, is still pending in the committee.
The evidence has continued to mount and the results of the fine

investigation undertaken by our chairman, which the Senate has
properly financed, the questionnaire sent out by the committee a
year ago at my suggestion, and the evidence at these and previous
hearings already held in the other House, all point to the urgent need
for legislation and the desirability of a true private pension system.

It's my judgment that every defect in the system revealed by our
investigation and the previous hearings would be corrected by S. 2.
Every employee witness who got nothing under "the system" would

have had a pension if the system were corrected as provided in my
bill.
We're not here to create a record as an academic exercise. The

problems are too real, the human tragedy is profound and the losses,
which continue every day, are tragic.
We're here to document the facts, pinpoint the weaknesses in the

system, and correct them.
And there's no reason why we cannot do this, carefully, intelligently,

and thoroughly, and with deliberate speed before the end of the 92d
Congress.
Mr. Chairman, I ask unanimous consent to insert in the record

a copy of S. 2 together with an explanation of it, and a copy of my
testimony before the Labor Subcommittee of the House of Representa-
tives, together with certain appendixes to that testimony.
The CHAIRMAN. Certainly. Thank you, Senator Javits.
(The material referred to follows:
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S.2

IN THE SENATE OF THE UNITED STATES

JANUARY 25,1971

Mr. JAVITS introduced the following bill; which was read twice and referred
to the Committee on Labor and Public Welfare

A BILL
To provide additional protection for the rights of participants

in employee pension and profit-sharing-retirement plans, to

establish minimum standards for pension and profit-sharing-

retirement plan vesting and funding, to establish a pension

plan reinsurance program, to provide for portability of pen-

sion credits, to provide for regulation of the administration

of pension and other employee benefit plans, to establish a

United States Pension and Employee Benefit Plan Commis-

sion, to amend the Welfare and Pension Plans Disclosure

Act, and for other purposes.

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled,

3 That this Act may be cited as the "Pension and Employee

4 Benefit Act".
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2

DEFINITIONS

SEC. 2. (a) As Used in this Act—

(1) The term "Commission" means the United States

Pension and Employee Benefit Plan Commission established

under section 3.

(2) The term "employee" means any person employed

by an employer, and includes an officer or director of a cor-

poration or of an unincoporated organization and an agent

acting for his principal on a substantially full-time basis.

(3) The term "employees' benefit plan" means any

plan providing for the payment of any of the benefits speci-

fied in section 2 (4) .

(4) The term "employees' benefit fund" means any

fund, whether established pursuant to a collective bargaining

agreement or unilaterally by an employer or by a labor orga-

nization, which is available for the payment either from

principal or income, or both, to persons who are employed

in an industry affecting commerce or who are members of

a labor organization representing employees in an industry

affecting commerce, or to members of the families, depend-

ents, or beneficiaries of such persons, of one or more of the

following benefits: Medical or hospital care, pension on retire-

ment or death of employees, benefits under a profit-sharing-

retirement plan, compensation for injuries or illness resulting

from occupational activity or insurance to provide any of
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the foregoing, or unemployment benefits or life insurance,

disability and sickness benefits, or accident benefits, or pooled

vacation, holiday, severance or similar benefits, or defraying

the costs of apprenticeship training programs, or, in the case

of a fund subject to the restrictions of section 302 (c) of the

Labor-Management Relations Act, providing any other ben-

efit which may be permitted by subsections 302 (c) (5) or

302 (c) (6) of that Act: Provided, That any fund to which

contributions are made solely to provide workmen's compen-

sation benefits, disability benefits, or other benefits required

by State or local law to be provided to employees (includ-

ing supplemental workmen's compensation or supplemental

disability benefits permitted but not required by State or local

law) shall not be deemed to be an employees' benefit fund.

To the extent that benefits under an employees' benefit plan

are provided through the medium of an insurance contract

under which benefits are guaranteed by the insurance com-

pany to the extent that insurance premiums are paid, and

under which neither the employer nor any labor organiza-

tion retains the power to instruct the insurance carrier with

respect to entitlement to receipt of benefits, disposition of

assets or any other matter relating to the moneys received

by the insurance carrier pursuant to the plan, such plan shall

not be deemed to involve an employees' benefit fund sub-

ject to the provisions of title IV.
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1 (5) The term "employer" means any person acting

2 directly as an employer or indirectly in the interest of an

3 employer in relation to a pension plan or employee's benefit

4 fund, and includes a group or association of employers acting

5 for an employer in such capacity.

6 (6) The term "person" means an individual, partner-

7 ship, corporation, mutual company, joint stock company,

8 trust, unincorporated organization, association, or employee

9 organization.

10 (7) The term "State" means any State of the United

11 States, the District of Columbia, Puerto Rico, the Virgin

12 Islands, American Samoa, Guam, Wake Island, the Canal

13 Zone, and Outer Continental Shelf Lands defined in the

14 Outer Continental Shelf Lands Act.

15 (8) The term "commerce" means trade, commerce,

16 transportation, or communication, among the several States,

17 or between any foreign country and any State, or between

18 any State and any place outside thereof.

19 (9) The term "industry affecting commerce" means any

20 activity, business, or industry in commerce or in which a

21 labor dispute would hinder or obstruct commerce or the free

22 flow of commerce and includes any activity or industry

23 "affecting commerce" within the meaning of the Labor-

24 Management Relations Act, 1947, as amended, or the Rail-
25 way Labor Act, as amended.
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5

(10) The term "life annuity" means an annuity that

continues for the duration of the life of the annuitant, whether

or not it is thereafter continued to some other person.

(11) The term "deferred life annuity" means a life

annuity the commences at retirement age under a pension

plan, but in no event later than age seventy.

(12) The term "pension benefit" means the aggregate

annual, monthly, or other amounts to which an employee

will become entitled upon retirement or to which any other

person is entitled by virtue of such employee's death.

(13) The term "pension plan" means a pension fund

or plan, other than a profit-sharing-retirement plan, orga-

nized and administered to provide pension benefits for em-

ployees or their beneficiaries, and includes, without limiting

the generality of the foregoing:

(A) a unit benefit plan under which pension bene-

fits are determined with reference to remuneration of an

employee for each year of service, or for a selected num-

ber of years of service.

(B) a money purchase plan under which pension

benefits are determined at the retirement of an employee

with reference to the accumulated amount of the aggre-

gate contributions paid by or for the credit of the em-

ployee, and

(C) a flat benefit plan under which the pension

jp
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1 benefits are expressed either as a fixed amount in respect
2 of each year of employment or as a fixed periodic
3 amount.

4 (14) The terms "registered pension plan" and "regis-
5 tered profit-sharing-retirement plan" mean, respectively, a

6 pension plan or profit-sharing-retirement plan registered with

7 and certified by the Commission as a plan organized and

8 administered in accordance with title I.

9 (15) The term "reinsured pension plan" means a
10 registered pension plan which has been reinsured under
11 title II and which has been in operation for at least five years
12 and, for each of such years, has met the registration require-
13 ments of title I: Provided, That any addition to or amend-
14 ment of a reinsured pension plan shall, if such addition or
15 amendment involves a significant increase, as determined by
16 the Commission, in the initial unfunded liability of such pen-

17 sion plan, be regarded as a new and distinct pension plan

18 which may become a "reinsured pension plan" only after

19 meeting the five-year operation requirements of this para-
20 graph and section 202 (c) and the registration requirements
21 of title I.

22 (16) The term "supplemental pension plan" includes
23 a pension plan established for employees whose member-
24 ship in another pension plan is a condition precedent to mem-
25 bership in the supplemental pension plan.
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1 (17) The term "voluntary additional contribution"

2 means an additional contribution by an employee to or under

3 a pension or profit-sharing-retirement plan except a contri-

4 bution the payment of which, under the terms of the plan,

5 imposes upon the employer an obligation to make concurrent

6 additional contribution to or under the plan.

7 (18) The term "experience deficiency" with respect to

8 a pension plan means any actuarial deficit, determined at the

9 time of a review of the plan, that is attributable to factors

10 other than (i) the existence of an initial unfunded liability,

11 or (ii) the failure of the employer to make any payment as

12 required by the terms of the plan or by the provisions of

13 title I, other than as required by section 108 (b) (3) .

14 (19) The term "fully funded" with respect to any pen-

15 sion plan means that such plan at any particular time has

16 assets actuarily determined by a person authorized under

17 section 108 (e) to be sufficient to provide for the payment

18 of all pension and other benefits to all employees and former

19 employees then entitled to an immediate or deferred benefit

20 under the terms of the plan.

21 (20) The term "unfunded liability" means the amount,

22 on the date when such liability is computed, by which the

23 assets are actuarily required to be augmented to insure that

24 the plan is and will remain fully funded.

25 (21) The term "initial unfunded liability" means the
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1 amount, on the effective date of this Act, or the effective
2 date of a pension plan or any amendment thereto, whichever
3 is later, by which the assets are actuarily required to be aug-
4 mented to insure that the plan is and will remain fully
5 funded.

6 (22) The term "special payment" means a payment
7 made to or under a pension plan for the purpose of liquidating
8 an initial unfunded liability or experience deficiency.
9 (23) The term "fund" shall mean a trust fund, but
10 shall also include a contractual right pursuant to an agree-
11 ment with an insurance company.

12 (24) The term "funding" shall mean payment or trans-
13 fer of assets into a fund, but shall also include payment to an
14 insurance company to secure a contractual right from such
15 company.

16 (25) The term "profit-sharing-retirement plan" means
17 a plan established and maintained by an employer to pro-
18 vide for the participation in his profits by his employees
19 in accordance with a definite predetermined formula for allo-
20 eating the contributions made to the plan among the par-
21 ticipants and for distributing the funds accumulated under
22 the plan upon retirement or death. Such plan may include
23 provisions permitting the withdrawal or distribution of the
24 funds accumulated upon contingencies other than, and in
25 addition to, retirement and death.
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1 (26) The term "interest in a profit-sharing-retirement

2 plan" means the amount allocated to the account of a par-

3 ticipant in a profit-sharing-retirement plan.

4 (27) The term "service for a continuous period" means

5 service for a period of time without regard to periods of

6 temporary suspension of employment, and shall include equiv-

alent aggregate service as provided in section 107 (f) .

8 (28) The term "Administrator" means the person de-

9 fined in section 2 (b) (3) of this Act.

10 (b) As used in titles IV and V of this Act, and in the

11 Welfare and Pension Plans Disclosure Act,

12 (1) The term "party in interest" means any adminis-

13 trator, officer, trustee, custodian, counsel, or employee of

14 any employee benefit plan, or a person providing benefit

15 plan services to any such plan, or an employer any of whose

16 employees are covered by such a plan or any person con-

17 trolling, controlled by, or under common control with, such

18 employer or officer or employee or agent of such employer

19 or such person, or an employee organization having mem-

20 bers covered by such plan, or an officer or employee or

21 agent of such an employee organization, or a relative, part-

22 ner or joint venturer of any of the above described persons.

23 (2) The term "relative" means a spouse, ancestor. de-

24 scendent, brother, sister, son-in-law, daughter-in-law. father-

25 in-law, mother-in-law, brother-in-law, or sister-in-law.

S. 2-2
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1 (3) The term "administrator" means-

2 (A) the person specifically so designated by the

3 terms of the plan, collective bargaining agreement, trust _

4 agreement, contract, or other instrmnent, under winch

5 the plan is operated; or

6 (B) in the absence of such designation (i ) the

7 employer in the case of an employee benefit plan estab-

8 lished or maintained by a single employer, (ii) the

9 employee organization in the case of a plan established

10 or maintained by an employee organization, or (iii) the

11 association, committee, joint board of trustees, or other

12 similar group of representatives of the parties who es-

13 tablished or maintain the plan, in the case of a plan

14 established or maintained by two or more employers or

15 jointly by one or more employers and one or more

16 employee organizations.

17 (4) The term "adequate consideration" means either

18 (1) at the price of the security prevailing on a national secu-

19 ritites exchange which is registered with the Securities and

20 Exchange Commission, or (2) if the security is not traded on

21 such a national securities exchange, at a price not less favor-

22 able to the fund than the offering price for the security as

23 established by the current bid and asked prices quoted by

24 persons independent of the issuer.
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(5) The term "security" has the same meaning as in

the Securities Act of 1933 (15 U.S.C. 77(a) et seq.) .

(6) The term "fiduciary" means any person who exer-

cises any power of control, management, or disposition with

respect to any moneys or other property of an employee bene-

fit fund, or has authority or responsibility to do so.

(7) The term "market value" or "value" when used in

this Act means fair market value where available, and other-

wise the fair value as determined in good faith by the

administrator.

ESTABLISHMENT OF PENSION AND EMPLOYEE BENEFIT

PLAN COMMISSION

SEC. 3. (a) There is hereby established in the execu-

tive branch of the Government an independent agency to

be known as the "United States Pension and Employee

Benefit Plan Commission". The Commission shall be com-

posed of five members to be appointed by the President,

by and with the advice and consent of the Senate. Members

of the Commission shall serve for terms of six years, except

that (i) of the members first appointed two shall be

appointed for a term of two years, two shall be appointed

for a term of four years, and one shall be appointed for a

term of six years, and (ii) members appointed to fill vacan-

cies occurring by reason of death or resignation shall be

appointed for the unexpired terms of their predecessors.
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Not more than three members of the Commission shall be

members of the same political party, and in making appoint-

ments members of different political parties shall be appointed

alternately as nearly as may be practicable. No member

of the Commission shall engage in any business, vocation,

or employment other than that as serving as a member, nor

shall any member participate, directly or indirectly (except

as a beneficiary) in the management of any plan or fund

subject to regulation under this Act. One of the members

shall be designated by the President as Chairman of the

Commission. Three members shall constitute a quorum of

the Commission.

(b) ( 1 ) Section 5314 of title 5, United States Code

(which lists positions in level III of the Executive Sched-

ule) is amended by adding at the end thereof the following:

"(46) Chairman, United States Pension Commission."

(2) Section 5315 of such title (which lists positions in

level IV of the Executive Schedule) is amended by adding

at the end thereof the following:

"(78) Members, United States Pension Commission."

(c) The Commission is authorized to appoint and fix

the compensation of such officers and employees, and to

incur such expenses, as may be necessary to enable it to

carry out its functions.
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POWERS AND DUTIES OF COMMISSION

SEC. 4. (a) It shall be the duty of the Commission—

(1) to promote the establishment, extension, and

improvement of pension, profit-sharing-retirement and

other employee benefit plans;

(2) to accept for registration all pension and

profit-sharing-retirement plans required and qualified

to be registered with the Commission under title I, and

to reject any pension or profit-sharing-retirement plan

that does not qualify for registration;

(3) to cancel certificates of registration of pension

and profit-sharing-retirement plans registered under

such title which cease to be qualified for such registra-

tion;

(4) to direct and administer the pension reinsur-

ance program established by title II;

(3) to direct and administer the pension portability

program established by title III; _

(6) to enforce the provisions of title IV; and

(7) to perform such other functions as may be

necessary to administer the provisions of this Act.

(b) The Commission or its duly authorized representa-

tives shall have power, at any reasonable time—

(1) to inspect the books, files, documents, and other

records respecting pension and profit-sharing-retirement
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It plans kept by an administratc)r, employer, insurer,

2 trustee, or other person in relation to such plans: Pro-

3 rided, That the Commission may delegate its powers

4 under this subsection ( b ) to the Comptroller of the

5 Currency, the Board of Governors of the Federal Be-

6 serve System, or the Federal Deposit Insurance Corpo-

7 ration in cases involving books, files, documents, or other

8 records held by a bank or trust company, subject to their

9 respective supervisory power, and

10 (2) to require any such administrator, employer,

11 insurer, trustee, or other person to furnish, in a form

12 acceptable to the Commission, such information as the

13 Commission deems necessary for the purposes of ascer-

14 taming whether this Act and regulations of the Commis-

15 sion hereunder have been or are being complied with.

16 (c) The Commission is authorized by regulation to

17 prescribe minimum standards and qualifications for persons

18 performing services required by the provisions of this Act

19 to be performed by actuaries and, upon application of any

20 person, to determine whether such person meets the stand-

21 ards and qualifications so prescribed. The Commission shall

22 issue certificates of qualification to applicants determined

23 by the Commission after such examination, investigation, or

24 other procedure as it may deem necessary, to meet such

25 standards and qualifications.

66-5000-7i-pt. 1-3
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(d) The Commission is authorized by regulation to pre-

scribe reasonable fees for the registration of pension and

profit-sharing-retirement plans and other services to be per-

formed by it in connection with such plans under this Act,

and to make and enforce such other regulations as may be

necessary to enable it to carry out its functions and duties

under this Act. All fees collected by the Commission shall

be paid into the general fund of the Treasury.

(e) The Commission shall transmit to the Congress

annually a report of its activities under this Act during the

preceding fiscal year together with the results of such studies

as may be directed by this Act or, from time to time, by

other Acts of Congress. In its first such report, the Com-

mission shall include information, research findings and

recommendations for such further legislation as may be ad-

visable, including but not limited to additional coverage

under this Act.

(f) In accordance with the Administrative Procedure

Act, the Commission may prescribe such rules and regula-

tions as may be necessary or appropriate to carry out the

purposes of this Act. Among other things, such rules and

regulations may define actuarial, accounting, technical, and

trade terms; may prescribe reasonable limitations or actuarial

assumptions as to interest rates, mortality, turnover rates, and

other matters; may prescribe the form and detail of all re-
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1 ports required to be made under this Act; and may provide

2 for the keeping of books and records and the inspection of

3 such books and records. Prior to promulgating rules or regu-

4 lotions, the Commission shall consult with other Federal

5 departments or agencies which have jurisdiction over

6 employee benefit plans with a view to avoiding unnecessary

7 conflict, duplication or inconsistency in the rules and regula-

S tions which are applicable to such plans under other laws

9 of the United States.

10 APPROPRIATIONS

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SEC. 5. There are authorized to be appropriated such

sums as may be necessary to enable the Commission to carry

out its functions and duties.

ADMINISTRATION OF WELFARE AND PENSION

PLANS DISCLOSURE ACT

SEC. 6. (a) The functions of the Secretary of Labor

and the Department of Labor under the Welfare and Pension

Plans Disclosure Act, as amended, are hereby transferred

to and shall be administered by the Commission.

(b) All personnel, property, records, and unexpended

balances of appropriations, which the Director of the Bureau

of the Budget determines are used or intended for use by

the Secretary of Labor or the Department of Labor primarily

in the administration of functions transferred under the pro-

vision of this section, are transferred to the Commission.
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1 (c) In addition to the filing requirements of the Welfare

2 and Pension Plans Disclosure Act, it shall be a condition

3 of compliance with section 7 of such Act that each annual

4 report hereinafter filed under that section shall be accom-

5 panied by a certificate or certificates in the name of and on

6 behalf of the plan, the administrator, and any employer or

7 labor organization participating in the establishment of the

8 plan, designating the Commission as agent for service of

9 process on the persons and entities executing such certificate

10 or certificates in any action arising under the Welfare and

11 Pension Plans Disclosure Act or this Act.

12 TITLE I—BENEFIT STANDARDS

13 PLANS TO WHICH TITLE APPLIES

14 SEC. 101. (a) Except as provided by subsection (b) ,

15 this title applies to any pension plan and, to the extent

16 hereinafter provided, to any profit-sharing-retirement plan,

17 established by an employer engaged in commerce or in any

18 industry or activity affecting commerce or by any employee

19 organization or organizations representing employees en-

20 gaged in commerce or in an industry or activity affecting

21 commerce or by both.

22 (b) This title shall not apply to a pension or profit-

23 sharing-retirement plan if-

24 (1) such plan is administered by the Federal Gov-

S. 2-3
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1 ernment or the government of a State or subdivision

2 thereof, or by an agency or instrumentality thereof;

3 (2) such plan is administered by an organimtion

4 which is exempt from taxation under the provisions of

5 section 501 (a) of the Internal Revenue Code of 1954

6 and is administered as a corollary to membership in a

7 fraternal benefit society described in section 501 (c) (8)

8 of the Internal Revenue Code of 1954 or by an orga-

9 nization described in section 501 (c) (3) or (4) of

10 such Code: Provided, That the provisions of this para-

11 shall not exempt any plan administered by a

12 fraternal benefit society or organization which repre-

13 sents its members for purposes of collective bargaining;

14 (3) such plan is established by a self-employed

15 individual for his own benefit or for the benefit of

16 his survivors or established by one or more owner-

17 employers exclusively for his or their benefit or for

18 the benefit of his or their survivors;

19 (4) such plan covers not more than twenty-five

20 participants;

21 (5) such plan is established and maintained out-

22 side the United States by an employer primarily for

23 the benefit of employees who are not citizens of the

24 United States; or

25 (6) such plan is unfunded and is established by
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an employer primarily for the purpose of providing

deferred compensation for a select group of manage-

ment employees and is declared by the employer as

not intended to meet the requirements of section 401

(a) of the Internal Revenue Code.

REGISTRATION OF PLANS

SEC. 102. (a) Every administrator of a pension or

profit-sharing-retirement plan to which this title applies shall

file with the Commission an application for registration of

such plan. Such application shall be in such form as shall

be prescribed by regulation of the Commission, and shall

be accompanied by a copy of the plan, a copy of the trust

deed, insurance contract, by law, or other document under

which the plan is constituted. Thereafter, while such plan

is in force, the administrator shall maintain its qualification

for registration under this title.

(b) In the case of plans established on or after the effec-

tive date of this Act, the filing required by subsection (a)

shall be made within six months after such plan is estab-

lished. In the case of plans established prior to the effective

date of this Act, such filing shall be made within six months

after such effective date.

(c) If, after examination of a pension or profit-sharing-

retirement plan filed under this section, the Commission is

satisfied that such plan is qualified for registration under



33

20

1 this title the Commission shall issue a certificate of registra-

2 tion with respect to such plan. If the Commission is not so

3 satisfied it shall notify the administrator.

4 (d) If at any time subsequent to the issuance of a

5 certificate under subsection (c) with respect to any plan,

6 the Commission determines that such plan is no longer

7 qualified for registration under this title, it shall notify the

8 administrator.

9 (e) A notification under subsection (c) or (d) shall set

10 forth the deficiency or deficiencies in the plan or in its admin-

11 by reason of which the notification is given, and

12 shall give the administrator, the employer of the employees

13 covered by the plan, and the labor organization, if ally,

14 representing such employees a reasonable time within which

15 to remove such deficiency or deficiencies. If the Commission

16 thereafter determines that the deficiency or deficiencies have

17 been removed it shall issue or continue in effect the certificate,

18 as the case may be. If it determines that the deficiency or

19 deficiencies have not been removed it shall enter an order

20 denying or canceling the certificate of registration.

21 ANNUAL REPORTS ON REGISTERED PLANS

22 SEc. 103. The Commission may, by regulations promul-

23 gated pursuant to the Administrative Procedures Act, provide

24 for the filing of single reports satisfying the reporting require-

25 ments of this Act, the Welfare and Pension Plans Disclosure
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Act, and such other Acts as are administered or enforced by

the Commission.

AMENDMENTS OF REGISTERED PLANS

SEC. 104. \I here a pension or profit-sharing-retirement

plan filed for registration under this title is amended sub-

sequent to such filing, the administrator shall within six

months after the effective date or the date of adoption of

such amendment, whichever is later, within sixty days

after the effective date of such amendment file with the

Commission a copy of the amendment and such additional

information and reports as the Commission by regulation

requires to determine the amount of any initial unfunded

liability created by the amendment and the special payments

required to liquidate such liability.

QUALIFICATION OF PLAN FOR REGISTRATION

SEC. 105. A pension or profit-sharing-retirement plan

shall be deemed to be qualified for registration under section

102 if it conforms to, and is administered in accordance

with, the standards and requirements set forth in section

102 and sections 106 to 110, inclusive.

GENERAL REQUIREMENTS

SEC. 106. (a) Every pension plan and, to the extent

required by regulations issued by the Commission, every

profit-sharing-retirement plan shall define the benefits pro-

vided by such plan, the method of determination and pay-
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ment of benefits, conditions for qualification for membership

in the plan and the financial arrangements made to insure

provisional or full funding of benefits under the plan. Each

such plan shall provide for the furnishing of a written

explanation to each member of the plan of the terms and

conditions of the plan and amendments thereto applicable

to him, together with an explanation of the rights and

duties of the employee with reference to the benefits avail-

able to him under the terms of the plan and such other

information as may be required by regulations of the Com-

mission.

(b) The Commission shall, by regulation, require each

plan to furnish each participant, upon termination of service

with a vested right to a deferred life annuity, pension, or

other vested interest, with a certificate setting forth the bene-

fits to which he is entitled, including but not limited to the

name and location of the entity responsible for payment, the

amount of benefits, and the date when payment shall begin,

as such regulations shall specify. A copy of each such certif-

icate shall lie filed with the Commission In any proceeding

arising under this Act, such certificate shall be deemed prima

facie evidence of the facts and rights set forth in such

certificate.

(c) A pension or profit-sharing-retirement plan filed
for registration under this title, and any trust forming a
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part of such plan, shall meet all the requirements set forth

in section 401 of the Internal Revenue Code of 1954, as

determined by the Commission, except to the extent such

requirements are inconsistent with the provisions of subsec-

tion (a) of this section or of sections 107 to 110, inclusive.

VESTING OF BENEFITS

SEC. 107. (a) A pension or profit-sharing-retirement

plan filed for registration under this title shall provide, under

the terms of the plan in respect of service on or after the

effective date of this Act, or by amendment to the terms

of the plan or by the creation of a new plan on or after such

date in respect of service on or after the effective date of such

amendment or new plan, that—

(1) a member of the plan who has been in the

service of the employer, or has been a member of the

plan, for a continuous period of six years is entitled upon

termination of his employment or membership in the plan

prior to attaining retirement age (i) in the case of a

pension plan to a deferred life annuity commencing at

his normal retirement age, and (ii) in the case of a

profit-sharing-retirement plan to a nonforfeitable right to

his interest in such plan, equal to 10 per centum of full

pension benefits as provided by the plan in respect of

such serice or of such interest, respectiely, and such

entitlement shall increase by at least 10 per centum per
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1 year of continuous service thereafter until the corn-

2 pletion of fifteen years of continuous service, after

3 which such member shall be entitled upon termination

4 of employment or membership in the plan prior to attain-

5 ing retirement age to a deferred life annuity commene-

6 Mg at his normal retirement age equal to the full pension

7 benefits as provided by the plan in respect to such serv-

8 ice, or to the full amount of such interest in the profit-

9 sharing-retirement plan, respectively;

10 (2) the pension benefits provided under the terms

11 of a pension plan, the deferred life annuity referred to

12 in paragraph (1 ) , and an interest in a profit-sharing-

13 retirement plan referred to in paragraph (1) shall not

14 be capable of assignment or alienation and shall not

15 confer upon an employee, personal representative, or

16 dependent, or any other person, any right or interest

17 in such pension benefits, deferred life annuity, or profit-

18 sharing-retirement plan, capable of being asigned or

19 otherwise alienated: Provided, That the Commission

20 may by regulation provide for the final disposition of

21 plan assets when beneficiaries cannot be located or as-

22 certained within a reasonable time;

23 (3) an "employee" shall be deemed a "member"

24 of a pension plan beginning on the day when contribu-

tions are first made to the plan or its fund with respect
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10 (c) Anything in ,subsection (a) to the contrary not-

11 withstanding, when a plan so provides, an employee may

12 receive in discharge of his rights thereunder upon termination

13 of employment prior to attaining normal retirement age as
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to the employee's service to the employer, but in no

event shall any pension plan subject to this Act provide,

as a condition of membership or eligibility to participate

in such plan, a period of service longer than six months.

(b) Anything in subsection (a) to the contrary not-

withstanding, a pension or profit-sharing-retirement plan

may provide for vesting upon service or membership in the

plan for a lesser period than is provided in such subsec-

tion.

14 defined in the plan, or upon attaining such retirement age, a

15 lump sum amount equal to the commuted value of the annuity

16 prescribed by the plan, or, in the case of a profit-sharing-

17 retirement plan, the value of his interest in such plan.

18 (d) If a pension plan so provides, a person who is

19 entitled to a deferred life annuity under subsection (a)

20 may, before the commencement of payment of such life

21 annuity, elect to receive, partly or wholly in lieu of the

22 deferred life annuity described by subsection (a) -

23 (1) a deferred life annuity the amount of which

24 is reduced or increased by reason of early or deferred

8.2_-4
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1 retirement, by provision for the payment of an op-

2 tional annuity to a survivor or to the estate of the

3 employee, or by variation of the terms of payment

4 of such annuity to any person after the employee's

5 death, and

6 (2) a payment or series of payments by reason

7 of a mental or physical disability as prescribed by

8 regulations of the Commission.

9 (e) For the purposes of subsections (b) (2) and (c) ,

10 the commuted value of a deferred life annuity shall be com-

11 puted on the basis of such interest rate and mortality tables

12 and in such manner as may be approved by the Commission.

13 Aggregate Service

14 (f) In any case in which an employee has been a mem-

15 her of the plan for an aggregate number of days equivalent

16 to the period of time required for a non-forfeitable right

17 under section 107 (a) (1) , such employee shall be deemed

18 to have satisfied the continuous service requirement to which

19 his aggregate days of service are equivalent, on the basis

20 of 240 working days being equivalent to one working year
21 and 20 working days being equivalent to one working

22 month, but in no event shall an employee's time worked in

23 any period in which he is credited for a period of service

24 under the plan be credited under this paragraph to any

25 other period of time.
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1 FUNDING OF PLANS

2 SEC. 108. (a) A pension plan filed for registration

3 under this title shall provide for funding, in accordance with

4 this title, that is adequate to provide for payment of all

5 pension benefits, deferred life annuities and other benefits

6 required to be paid under the terms of the plan.

7 (b) Provisions for funding shall set forth the obligation

8 of the employer to contribute both in respect of the current

9 service cost of the plan and in respect of any initial unfunded

10 liability and experience deficiency. The contribution of the

11 employer, including any contributions made by employees,

12 shall consist of the payment currently into the plan or

13 fund of-

14 (1) all current service costs;

15 (2) where the plan has an initial unfunded ha-

16 bility, special payments consisting of equal annual

17 amounts sufficient to liquidate such initial unfunded ha-

18 bility over a term not exceeding,

19 (A) in the case of an initial unfunded liability

20 existing on the effective date of this Act, in any plan

21 established before that date, forty years from that

22 date, and

23 (B) in the case of an initial unfunded liability

24 resulting from an amendment to a pension plan

25 made on or after the effective date of this Act, or
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1 resulting from the establishment of a pension plan

2 on or after the effective date of this Act, thirty years

3 from the date of such amendment or establishment;

• 4 and

5 (3) where the plan has an experience deficiency,

• 6 special payments consisting of equal annual amounts

7 sufficient to liquidate such experience deficiency over a

8 term not exceeding five years from the date on which

9 the experience deficiency was determined: Provided,

10 That the Commission may suspend the special payments

11 requirements or extend the five-year period provided in

12 this subparagraph (3) in cases involving business neces-

13 sity or substantial risk to the continuation of the em-

14 ploying enterprise.

15 Notwithstanding the provisions of this subsection, (i) the

16 liquidation of initial unfunded liabilities or experience defi-

17 ciencies may be accelerated at any time, and (ii) where an
•

18 insured pension plan established before the effective date of

19 this Act is funded by level annual premiums to retirement

20 age for each individual member and benefits are guaranteed

21 by the insurance company to the extent that premiums have

22 been paid, it shall be deemed to meet the requirements of

23 paragraph (2) (A) of this subsection.

24 (c) One year after the effective date of this Act, in the

25 case of pension plans registered on or before that date, or
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within six months after the date of establishment of the plan

in other cases, the Administrator shall submit a report of the

person authorized by subsection (e) certifying—

(1) the estimated cost of benefits in respect of

service in the first year during which such plan is re-

quired to register and the rule for computing such cost

in subsequent years up to the date of the next report;

(2) the initial unfunded liability, if any, for bene-

fits under the pension plan as of the date on which the

plan is required to be registered; and

(3) the special payments required to liquidate such

initial unfunded liability in accordance with subsec-

tion (b).

Where an insured pension plan is funded by level annual

premiums extending not beyond the retirement age for each

individual member and benefits are guaranteed by the in-

surance company to the extent that premiums have been

paid, the report required by this subsection may certify the

adequacy of the premiums to provide for the payment of

all benefits under the plan in lieu of the matters required to

be certified under clauses (1) , (2) , and (3) .

(d) The Administrator in respect of a registered pension

plan shall cause the plan to be reviewed by a person author-

ized by subsection (e) not more than three years after regis-

tration and at intervals of not more than three years there-

(
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after and the person reviewing the plan shall prepare a

report certifying—

( 1) the estimated cost of benefits in respect of

service in the next succeeding year and the rule for com-

puting such cost in subsequent years up to the date of

the next report;

(2) the surplus or the experience deficiency in the

pension plan after making allowance for the present

value of all special payments required to be made in the

future by the employer as determined by previous re-

ports; and

(3) the special payments which will liquidate any

such experience deficiency over a term not exceeding

five years.

If any such report discloses a surplus in a pension plan, the

amount of any future payments required to be made to the

fund or plan may be reduced by the amount of such surplu•;.

A report under this subsection shall be filed with the Com-

mission by the Administrator upon its receipt.

(e) The reports and certificates referred to in subsec-

tions (c) and (d) shall be made by an actuary certified by

the Commission under section 4 (c) : Provided, That the

Commission may exempt any plan, in whole or in part, from

the requirement that such reports and certificates be filed

where the Commission finds such filing to be unnecessary.

66-5000-71-pt. 1-4
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(f) Anything in this section 108 to the contrary not-

withstanding, if evidence satisfactory to the Commission shall

be filed on behalf of a pension plan in connection with an

application for registration under this title demonstrating that

(i) such pension plan is a multiemployer plan in which at

least 25 per centum of the employees in the industry covered

by the plan, either nationally or in a particular region in

which a substantial number of employees in such industry is

employed, participate, and (ii) no single employer employs

more than 20 per centum of the employees covered by the

plan, and (iii) the history and present business condition

of the industry make it improbable that there will be a sub-

stantial decrease in employment in the industry within the

foreseeable future—

(I) the Commission may register such plan without

regard to the funding requirements of section 108 if such

plan meets the following alternative funding require-

ments:

(1) annual payment into the fund of all current

service costs;

(2) annual payment into the fund of an amount

equal to the interest, at such rate of interest as the

Commission shall prescribe, but not more than 6

per centum per annum, on the unfunded liability of

such fund at the date each such payment is made;
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1 (3) annual payment into the fund of an amount

2 equal to the insurance premium for such year re-

3 quired to be paid on behalf of such fund by section

4 203 of title II of this Act and

5 (4) in computing unfunded liability under this

6 subsection (1), the Commission may permit a multi-

7 employer plan to compute such liability solely on

8 the basis of information obtained from participants

9 pursuant to a requirement of the plan under which

10 each such participant, upon reaching the age of forty

11 and completing ten years of continuous service, is

12 required to file with the Administrator of the plan

13 notification of his status under the plan.

14 (II) the Commission may by regulation approve

15 alternative requirements for payments into the fund other

16 than those specified in subparagraph I of this subsection

17 (f) when, in the opinion of the Commission, such stand-

18 ards will provide reasonable assurance of sufficient assets

19 in the fund of the multiemployer plan to provide for

20 payment of anticipated benefits.

21 (g) Each pension plan shall, as a condition of registra-

22 tion under this title, apply for reinsurance and pay the rein-

23 surance premiums provided in title II.

24 (h) For the purpose of this section, a profit-sharing-

25 retirement plan, within the meaning of section 2 (26) of
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1 this Act which meets the requirements of title I insofar as

2 they are made specifically applicable to such a plan by sec-

3 tion 105, and any money purchase plan within the meaning

4 of section 2 (13) (B) , shall be deemed fully funded.

5 DISCONTINUANCE OF PLANS

6 SEC. 109. (a) Upon complete termination, or substan-

7 tial termination as determined by the Commission, of a

8 pension plan-

9 (1) All contributions by an employer, a labor organiza-

10 tion, an employee or other person made after January 1,

11 1968, in respect of the deferred life annuity prescribed in

12 section 107 (a) shall be applied under the terms of the

13 plan-

14 (A) first, in the case of persons who have already

15 retired and begun to draw benefits under the plan, or

16 who, on the date of such termination, had the right to

17 retire and begin to draw such benefits immediately, to

18 provide the life annuities to which such persons were

19 entitled at the date of termination of their employment;

20 (B) second, in the ease of persons who have vested

21 rights under the plan but have not reached retirement

22 age and begun to draw benefits, to provide the deferred

23 life annuities to which they were entitled at the date of

24 such termination of the plan;

S. 2-5
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1 (C) third, in the case of any other participants in

2 the plan, to provide deferred life annuities to which they

3 are entitled under the plan pursuant to the requirements

4 of section 401 (a) (7) of the Internal Revenue Code of

5 1954, as amended; and

6 (D) in any case, the Commission may approve

7 payment of survivor benefits with priorities equal to

8 those of the employees or former employees on whose

9 service such benefits are based.

10 (2) The employer, and the employees if the plan so

11 provided, shall be liable to pay all amounts that would

12 otherwise have been required to be paid to meet the tests

13 of solvency prescribed by section 108, up to the date of

14 such termination, to the insurer, trustee, or administrator of

15 the plan.

16 (3) No part of the assets of the plan shall revert to the

17 employer until provision has been made for all pensions and

18 other benefits vested or otherwise payable under section 109

19 according to the plan in respect of age and service up to the

20 date of the discontinuance to members of the plan and for

21 all benefits to pensioners and their pension beneficiaries in

22 accordance with the terms of the plan.

23 (b) Upon complete termination, or substantial termi-

24 nation as determined by the Commission, of a profit-sharing-
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retirement plan, the interests of all participants in such plan

shall fully vest.

PAYMENTS TO SURVIVORS

SEC. 110. (a) Where in accordance with the terms of

a pension or profit-sharing-retirement plan an employee or

former employee has designated a person or persons to

receive a benefit payable under the plan in the event of

te employee's death—

(1) the employer's liability to provide the benefit

shall be discharged upon payment to such person or

persons of the amount of the benefit; and

(2) such person or persons may upon death of the

employee or former employee enforce payment of the

benefit, but the employer shall be entitled to set up any

defense that he could have set up against the employee

or former employee. As used in this subsection, the

term "employer" includes a trustee or insurer under a

pension or profit-sharing-retirement plan.

(b) An employee or former employee may from time

to time alter or revoke a designation made under a pension

or profit-sharing-retirement plan, but any such alteration

or revocation may be made only in the manner set forth in

the plan.

AMENDMENT TO INTERNAL REVENUE CODE

SEC. 111. (a) Section 401 of the Internal Revenue
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1 Code of 1954 (relating to qualified pension, etc., plans) is

2 amended by redesignating subsection (j) as (k) and by

3 inserting after subsection (i) the following new subsection":

4

5

6

7

8

9

"(j) PENSION AND PROFIT-SHARING-RETIREMENT

PLANS TO WHICH THE PENSION AND WELFARE BENEFITS

ACT OF 1969 APPLIES.—For purposes of this part, any

pension or profit-sharing-retirement plan to which title I

of this Act applies, and any trust forming a part of such

plan-

10 " (1) shall be treated as meeting the requirements

11 of this section during any period for which a certifi-

12 cate of registration with respect to such plan issued

13 by the United States Pension Commission under such

14 title is in effect or an application therefor is pending

15 before the Commission, and

16 "(2) shall be treated as not meeting the require-

17 ments of this section during any period for which

18 such application has not been timely filed or such

19 certificate has been denied or cancelled by such Corn-

20 mission."

21 (b) The amendment made by subsection (a) shall

22 apply with respect to periods after the effective date of

23 this Act, except that with respect to any pension plan

24 established before the effective date of this Act, such amend-
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ment shall not apply to any period before the date specified

by the Commission under section 102 (b) .

MINIMUM WAGE QUALIFICATION

SEC. 112. Contributions by an employer to a reg-

istered pension or profit-sharing-retirement plan shall not

be deemed to be part of or to affect the "regular rate"

as that term is used in section 7 of the Fair Labor Standards

Act.

DELEGATION OF OTHER REGULATORY AUTHORITY

SEC. 113. The President, as may be necessary or appro-

priate to establish and maintain a uniform, consistent, and

simplified system of law applicable to employee benefit plans,

may by Executive order delegate to the Commission author-

ity to administer and enforce any other provisions of the laws

of the -United States insofar as such provisions regulate or

affect employee benefit plans.

DELAY IN THE APPLICATION OF TITLE I

SEC. 114. If the Commission finds that the application

of this title to any employee benefit plan would increase the

costs of the parties to the plan to such an extent that there

would result a substantial risk to the voluntary continuation

of the plan or a substantial curtailment of pension benefit

levels or the levels of employees' compensation it may grant

to such plan a delay, not to exceed five years, in satisfying

the requirements of this title, under such conditions as it may
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prescribe as necessary or appropriate to effectuate the policies

of this Act.

TITLE II—PENSION REINSURANCE

ESTABLISHMENT OF PROGRAM

SEC. 201. There is hereby established a program to be

known as the Federal pension reinsurance program (herein-

after referred to as the "program") . The program shall be

administered by, or under the direction and control of, the

Commission.

CONTINGENCY INSURED AGAINST UNDER PROGRAM

SEC. 202. (a) The program shall insure (to the extent

provided in subsection (b) ) beneficiaries of a reinsured pen-

sion plan against loss of nonforfeitable benefits to which they

are entitled under such pension plan arising from substantial

cessation of one or more of the operations carried on by the

contributing employer in one or more facilities of such em-

ployer before such plan has been fully funded.

(b) The rights of beneficiaries of a reinsured pension

plan shall be insured under the program only to the extent

that such rights do not exceed—

(1) in the case of a right to a monthly retirement

or disability benefit for the employee himself, the lesser

of 50 per centum of the average monthly wage he

received from the contributing employer in the five-year
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period after the registration date of the plan for which

his earnings were the greatest, or $500 per month;

(2) in the case of a right on the part of one or

more dependents, or members of the family, of the em-

ployee, or in the case of a right to a lump sum survivor

benefit on account of the death of an employee, an

amount found by the Commission to be reasonably re-

lated to the amount determined under subparagraph (1) .

In the case of a periodic benefit which is paid on other than

a monthly basis, the monthly equivalent of such benefits shall

be regarded as the amount of the monthly benefit for pur-

poses of clauses (1) and (2) of the preceding sentence.

(c) If a registered pension plan has not been registered

under title I for each of at least the five years preceding the

time when there occurs the contingency insured against, the

rights of beneficiaries shall not be insured: Provided, That

the Commission may, in its discretion, credit against the five

year requirement of section 202 (c) one or more years prior

to the effective date of this Act for any pension plan which,

during such prior years, would haw, satisfied the registration

requirements of title I had this Act been in effect.

PREMIUM FOR PARTICIPATION IN PROGRAM

SEC. 203. (a) Each registered pension plan shall pay

an annual premium for reinsurance under the program upon

payment of such annual premium as may be established by
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the Commission. Premium rates established under this sec-

tion shall be uniform for all pension funds insured by the

program and shall be applied to the amount of the unfunded

liability for non-forfeitable benefits of each insured pension

fund. The premium rates may be changed from year to year

by the Commission, when the Commission determines changes

to be necessary or desirable to give effect to the purposes

of this title; but in no event shall the premium rate exceed 1

per centum for each dollar of such unfunded liability. Pre-

miums under this title shall be payable as of the effective

date of this Act, or for plans adopted after that date, as of

the effective date of such plans.

(b) If the Commission determines that, because of the

limitation on rate of premium established under subsection

(a) or for other reasons, it is not feasible to insure against

loss of rights of all beneficiaries of reinsured pension plans,

then the Commission shall insure the rights of beneficiaries

in accordance with the following order of priorities—

First: Individuals who, at the time when there oc-

curs the contingency insured against, are receiving ben-

efits under the pension plan, and individuals who have

attained normal retirement age or if no normal retire-

ment age is fixed have reached the age when an unre-

duced old-age benefit is payable under title II of the

Social Security Act, as amended, and who are eligible,
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upon retirement, for retirement benefits under the pen-

sion plan;

Second: Individuals who, at such time, have attained

the age for early retirement and who are entitled, upon

early retirement, to early retirement benefits under the

pension plan; or, if the pension plan does not provide for

early retirement, individuals who, at such time, have

attained age sixty and who, under such pension plan, are

eligible for benefits upon retirement;

Third: In addition to individuals described in the

above priorities, such other individuals as the Commis-

sion shall prescribe.

(c) Participation in the program by a pension plan shall

be terminated by the Commission upon failure, after such

reasonable period as the Commission shall prescribe, of such

pension fund to make payment of premiums due for partic-

ipation in the program.

REVOLVING FUND

SEC. 204. (a) In carrying out its duties under this title,

the Commission shall establish a revolving fund into which

all amounts paid into the program as premiums shall be

deposited and from which all liabilities incurred under the

program shall be paid.

(b) The Commission is authorized to borrow from the
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1 Treasury such amounts as may be necessary, for deposit into

2 the revolving fund, to meet the liabilities of the program.

3 Moneys borrowed from the Treasury shall bear a rate of

4 interest determined by the Secretary of the Treasury to be

5 equal to the average rate on outstanding marketable obliga-

6 tions of the United States as of the period such moneys are

7 borrowed. Such moneys shall be repaid by the Commission

8 from premiums paid into the revolving fund.

9 (c) Moneys in the revolving fund not required for cur-

10 rent operations shall be invested in obligations of, or guar-

11 anteed as to principal and interest by, the United States.

12 TITLE III—PENSION PORTABILITY PROGRAM

13 ACCEPTANCE OF DEPOSITS

14 SEQ. 301. (a) It is declared to be the policy of the

15 Congress that a system of pension portability should be

16 established by the Federal Government to facilitate the

17 voluntary transfer of credits between registered pension or

18 profit-sharing-retirement plans having similar benefit features

19 and actuarial assumptions. Nothing in this title nor in the

20 regulations issued by the Commission hereunder shall be

21 construed to require participation in such portability system

22 by a plan as a condition of registration under this Act.

23 (b) The Commission is authorized and directed, in

24 accordance with regulations prescribed by it, to receive

25 amounts which are transferred to it from a registered pension
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or profit-sharing-retirement plan and which are in settlement

of an individual's rights under the plan when such individual

is separated from employment covered by the plan before

the time prescribed for payments under the plan to such

individual or to his beneficiaries.

SPECIAL FUND

SEC. 302. Amounts received by the Commission pur-

suant to section 301 shall be deposited in a special fund which

shall be established by it for the purposes of this title. The

amounts in the funds which are not needed to meet current

withdrawals shall be invested as provided under regulations

prescribed by the Commission.

INDIVIDUAL ACCOUNTS

SEC. 303. There shall be established and maintained in

accordance with regulations prescribed by the Commission,

an account for each individual with respect to whom the

Commission receives amounts under this title. The amount

credited to each such account shall be adjusted at the times

and in the manner provided by such regulations to reflect

earnings of the special fund and transfers from the special

fund for costs of administration.

PAYMENTS FROM INDIVIDUAL ACCOUNTS

SEC. 304. Amounts credited to the account of any indi-

vidual under this title may, in accordance with regulation

prescribed by the Commission, be paid by the Commission—



•

•

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

57

44

(1) to a registered plan, if such individual becomes

an employee covered by such plan and if such plan has

benefit features and actuarial assumptions similar to those

of the plan from which such amount was originally

transferred, or

(2) to such individual or his beneficiaries, if he dies

or reaches the age of sixty-five.

Payments under this section shall be made at such times, in

such manner, and in such amounts in a lump sum or other-

wise as may be determined under such regulations. The

amount of any periodic payments shall be determined on

an actuarial basis.

COST OF ADMINISTRATION

SEC. 305. There are authorized to be made available

out of the special fund established pursuant to section 302

such amounts as the Congress may deem appropriate to

pay the costs of administration of this title.

EFFECTIVE DATE

SEC. 306. No amount may be transferred to the Com-

mission pursuant to section 301 of this title before the first

day of the twelfth month following the month in which this

Act is enacted.

TECHNICAL ASSISTANCE

SEC. 307. The Commission and the Secretary of Labor

are authorized to provide technical assistance to employers,
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1 trade unions, and administrators of pension and profit-shar-

2 ing-retirement plans in their efforts to provide greater retire-

3 ment protection for individuals who are separated from

4 employment covered under such plans. Such assistance may

5 include, but is not limited to (1) the development of reci-

6 procity arrangements between plans in the same industry

7 or area, and (2) the development of special arrangements

8 for portability of credits within a particular industry or area.

9 TITLE IV—DISCLOSURE AND FIDUCIARY

10 STANDARDS

11 PART A—AMENDMENTS TO, AND ADMINISTRATION OF,

12 THE WELFARE AND PENSION PLANS DISCLOSURE ACT

13 SEC. 401. (a) The functions and powers of the Secre-

14 tary of Labor and the Department of Labor under the Wel-

15 fare and Pension Plans Disclosure Act, as amended, are

16 hereby transferred to and shall be administered by the Corn-

17 mission. Such powers provided in the Welfare and Pension

18 Plans Disclosure Act shall be available to the Commission

19 in the enforcement of the provisions of this Act. Wherever

20 the terms "Secretary" appears in the Welfare and Pension

21 Plans Disclosure Act, the term "Commission" (as defined

22 in this Act) is hereby substituted.

23 (b) All personnel, property, records, and unexpended

24 balances of appropriations, which the Director of the Bureau

25 of the Budget determines are used or intended for use by
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1 the Secretary of Labor or the Department of Labor primarily

2 in the administration of functions transferred under the pro-

3 vision of this section, are transferred to the Commission.

4 (c) In addition to the filing requirements of the Welfare

5 and Pension Plans Disclosure Act, it shall be a condition of

6 compliance with section 7 of such Act that each annual

7 report hereinafter filed under that section shall be accom-

8 panied by a certificate or certificates in the name of and on

9 behalf of the plan, the administrator, and any employer or

10 labor organization participating in the establishment of the

11 plan, designating the Commission as agent for service of

12 process on the persons and entities executing such certifi-

13 cate or certificates in any action arising under the Welfare

14 and Pension Plans Disclosure Act or this Act.

15 (d) Section 6 of the Welfare and Pension Plans Dis-

16 closure Act is amended to read as follows:

17 "(a) A description of any employee benefit plan shall

18 be published as required herein within ninety days after the

19 establishment of such plan or when such plan becomes

20 subject to this Act.

21 "(b) The description of the plan shall be comprehensive
22 and shall include the name and type of administration of the

23 plan; the name and address of the administrator; the schedule

24 of benefits; a description of the provisions providing for non-

25 forfeitable pension benefits (if the plan so provides) written

66-500 0-71-pt. 1-5
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1 in a manner calculated to be understood by the average par-

2 ticipant, and if the plan does not provide such benefits, a

3 statement to this effect; the source of the financing of the

4 plan and the identity of any organization through which bene-

5 fits are provided; whether records of the plan are kept on a

6 calendar year basis, or on a policy or other fiscal year basis,

7 and if on the latter basis, the date of the end of such policy

8 or fiscal year; the procedures to be followed in presenting

9 claims for benefits under the plan and the remedies avail-

10 able under the plan for the redress of claims which are denied

11 in whole or in part. Amendments to the plan reflecting

12 changes in the data and information included in the original

13 plan, other than data and information also required to be

14 included in annual reports under section 7, shall be included

15 in the description on and after the effective date of such

16 amendments. Any change in the information required by this

17 subsection shall be reported in accordance with regulations

18 prescribed by the Commission".

19 (e) Subsection (a) of section 7 of such Act is amended

20 by adding the number " (1) " after the letter " (a) ", and

21 by striking out that part of the first sentence which pre-

22 cedes the word "if" the first time it appears and inserting

23 in lieu thereof the words "An annual report shall be pub-

24 lished with respect to any employee benefit plan if the plan
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provides for an employee benefit fu_nd subject to section 14

of this Act or".

(f) Section 7 (a) (1) of such Act is further amended

by striking out the word "investigation" and inserting in lieu

thereof the words "notice and opportunity to be heard", by

striking out the words "year (or if" and inserting in lieu

thereof the words "policy or fiscal year on which", adding a

period after the word "kept", and striking out all the words

following the word "kept."

(g) Section 7 (a) of such Act is further amended by

adding the following paragraphs:

"(2) If some or all of the benefits under the plan are

provided by an insurance carrier or service or other organi-

zation, such carrier or organization shall certify to the admin-

istrator of such plan, within one hundred and twenty days

after the end of each calendar, policy, or other fiscal year, as

the case may be, such reasonable information determined

by the Commission to be necessary to enable such administra-

tor to comply with the requirements of this Act.

"(3) The administrator of an employee benefit plan

shall cause an audit to be made annually of the employee

benefit fund established in connection with or pursuant to the

provisions of the plan. Such audit shall be conducted in ac-

cordance with accepted standards of auditing by an independ-

ent certified or licensed public accountant, but nothing herein
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1 shall be construed to require such an audit of the books or

2 records of any bank, insurance company, or other institution

3 providing an insurance, investment, or related function for

4 the plan, if such books or records are subject to periodic

5 examination by an agency of the Federal Government or the

6 government of any State. The auditor's opinion and corn-

ments with respect to the financial information required to

8 be furnished in the annual report by the plan administrator

9 shall form a part of such report."

10 (h) Sections 7 (b) and (c) of such Act are amended to

11 read as follows:

12 "(b) A report under this section shall include:

13 "(1) the amount contributed by each employer;

14 the amount contributed by the employees; the amount

15 of benefits paid or otherwise furnished; the number of

16 employees covered; a statement of assets, liabilities, re-

17 ceipts, and disbursements of the plan; a detailed state-

18 ment of the salaries and fees and commissions charged

19 to the plan, to whom paid, in what amount, and for

20 what purposes; the name and address of each fiduciary,

21 his official position with respect to the plan, his relation-
22 ship to the employer of the employees covered by the
23 plan, or the employee organization, and any other office,
24 position or employment he holds with any party in
25 interest;
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1 "(2) a schedule of all investments of the fund show-

2 ing as of the end of the fiscal year:

3 "(A) the aggregate cost and aggregate value

4 of each security, by issuer;

5 "(B) the aggregate cost and aggregate value,

6 by type or category, of all other investments, and

7 separately identifying (i) each investment the value

8 of which exceeds $100,000 or 3 per centum of the

9 value of the fund and (ii) each investment in

10 securities or properties of any person known to be
11 a party in interest.

12 "(3) a schedule showing the aggregate amount, by
13 type of security, of all purchases, sales, redemptions,

14 and exchange of securities made during the reporting

15 period; a list of the issuers of such securities; and in

16 addition a schedule showing, as to each separate trans-

17 action with or with respect to securities issued by any
18 person known to be a party in interest, the issuer, the
19 type and class of security, the quantity involved in the
20 transaction, the gross purchase price, and in the case
21 of a sale, redemption, or exchange, the gross and net
22 proceeds (including a description and the value of any
23 consideration other than money) and the net gain or
24 loss;
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"(4) a schedule of purchases, sales, or exchanges

during the year covered by the report of investment

assets other than securities—

"(A) by type or category of asset the aggre-

gate amount of purchases, sales, and exchanges; the

aggregate expenses incurred in connection there-

with; and the aggregate net gain (or loss) on sales,

and

"(B) for each 'transaction involving a person

known to be a party in interest and for each trans-

action involving over $100,000 or 3 per centum

of the fund, an indication of each asset purchased,

sold, or exchanged (and, in the case of fixed assets

such as land, buildings, and leasehold, the location

of the asset) ; the purchase or selling price; ex-

penses incurred in connection with the purchase,

sale, or exchange; the cost of the asset and the net

gain (or loss) on each sale; the identity of the seller

in the case of a purchase, or the identity of the pur-

chaser in the case of a sale, and his relationship to

the plan, the employer, or any employee organiza-

tion;

"(5) a schedule of all loans made from the fund

during the reporting year or outstanding at the end of

the year, and a schedule of principal and interest pay-
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ments received by the fund during the reporting year,

aggregated in each case by type of loan, and in addi-

tion a separate schedule showing as to each loan which—

"(A) was made to a party in interest, or

"(B) was in default, or

"(C) was written off during the year as un-

collectible, or

"(D) exceeded $100,000 or 3 per centum of

the value of the fund,

the original principal amount of the loan, the amount

of principal and interest received during the reporting

year, the unpaid balance, the identity and address of the

obligor, a detailed description of the loan (including date

of making and maturity, interest rate, the type and value

of collateral, and other material terms) , the amount of

principal and interest overdue (if any) and as to loans

written off as uncollectible an explanation thereof;

"(6) a list of all leases with—

"(A) persons other than parties in interest who

are in default, and

"(B) any party in interest,

including information as to the type of property leased

(and, in the case of fixed assets such as land, buildings,

leaseholds, etc., the location of the property) , the

identity of the lessor or lessee from or to whom the plan
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is leasing, the relationship of such lessors and lessees,

if any, to the plan, the employer, employee organization,

or any other party in interest, the terms of the lease re-

garding rent, taxes, insurance, repairs, expenses, and

renewal options; if property is leased from persons

described in (B) the amount of rental and other ex-

penses paid during the reporting year; and if property

is leased to persons described in (A) or (B) , the date

the leased property was purchased and its cost, date the

property was leased and its approximate value at such

date, the gross rental receipts during the reporting pe-

riod, expenses paid for the leased property during the

reporting period, the net receipts from the lease, and

with respect to any such leases in default, their identity,

the amounts in arrears, and a statement as to what steps

have been taken to collect amounts due or otherwise

remedy the default;

"(7) a detailed list of purchases, sales, exchanges,

or any other transactions with any party in interest made

during the year, including information as to the asset

involved, the price, any expenses connected with the

transaction, the cost of the asset, the proceeds, the net

gain or loss, the identity of the other party to the trans-

action and his relationship to the plan;

"(8) if some or all of the assets of a plan or plans
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are held in a common or collective trust maintained by a

bank or similar institution or in a separate account main-

tained by an insurance carrier, the report shall include a

statement of assets and liabilities and a statement of

receipts and disbursements of such common or collective

trust or separate account and such of the information re-

quired under section 7(b) (2) , (3), (4) , (5) , (6) ,

and (7) with respect to such common or collective trust

or separate account as the Commission may determine

appropriate by regulation. In such case the bank or simi-

lar institution or insurance carrier shall certify to the

administrator of such plan or plans, within one hundred

and twenty days after the end of each calendar, policy,

or other fiscal year, as the case may be, the information

determined by the Commission to be necessary to enable

the plan administrator to comply with the requirements

of this Act; and

"(9) in addition to reporting the information called

for by this subsection 7 (b) , the administrator may elect

to furnish other information as to investment or reinvest-

ment of the fund as additional disclosures to the

Commission.

"(c) If the only assets from which claims against an

employee benefit plan may be paid are the general assets of

the employer or the employee organization, the report shall
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include (for each of the past five years) the benefits paid and

the average number of employees eligible for participation."

(i) Section 7 (d) of such Act is amended by striking

out the capital "T" in the word "The" the first time it ap-

pears in paragraphs (1) and (2) and inserting in lieu

thereof a lower case "t".

(j) Section 7 (e) of such Act is amended to read as

follows:

"(e) Every employee pension benefit plan shall include

with its annual report (to the extent applicable) the follow-

ing information:

"(1) the type and basis of funding,

"(2) the number of participants, both retired and

nonretired, covered by the plan,

"(3) the amount of all reserves or net assets ac-

cumulated under the plan,

"(4) the present value of all liabilities for all non-

forfeitable pension benefits and the present value of all

other accrued liabilities,

" (5) the ratios of the market value of the re-

serves and assets described in (3) above to the lia-

bilities described in (4) above,

"(6) a copy of the most recent actuarial report,

and

"(A)(i) the actuarial assumptions used in
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1 computing the contributions to a trust or payments

2 under an insurance contract, (ii) the actuarial

3 assumptions used in determining the level of bene-

4 fits, and (iii) the actuarial assumptions used in

5 connection with the other information required to

6 be furnished under this section 7 (e) , insofar as any

7 such actuarial assumptions are not included in the

8 most recent actuarial report,

9 "(B) (i) if there is no such report, or (ii) if

10 any of the actuarial assumptions employed in the

11 annual report differ from those in the most recent

12 actuarial report, or (iii) if different actuarial as-

13 sumptions are used for computing contributions or

14 payments than are used for any other purpose, a

15 statement explaining same,

16 ".(7) a statement showing the number of partici-

17 pants who terminated service under the plan during

18 the year, whether or not they retain any nonforfeitable

19 rights, their length of service by category, the present

20 value of the total accrued benefits of said participants

21 and the present value of such benefits forfeited, and,

22 "(8) such other information pertinent to disclosure

23 under this section 7 (e) as the Commission may by regu-

24 lation prescribe."
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1 (k) Section 7 of such Act is further amended by strik-

2 ing out in their entirety subsections (f) , (g) , and (h) .

3 (1) Section 8 of such Act is amended by striking out

4 subsections (a) and (b) in their entirety and by redesig-

5 nating subsection (c) as subsection (a) . The subsection re-

6 designated as subsection (a) is further amended by striking

7 out the words "of plans" after the word "descriptions", strik-

8 ing out the word "the" before the word "annual" and adding

9 the word "plan" before the word "descriptions".

10 (m) Section 8 of such Act is further amended by adding

11 subsections (b) , (c) , (d) , and (e) , to read as follows:

12 "(b) The administrator of any employee benefit plan

13 subject to this Act shall file with the Commission a copy of

14 the plan description and each annual report. The Commission

15 shall make copies of such descriptions and annual reports

16 available for public inspection.

17 (c) Publication of the plan descriptions and annual re-

18 ports required by this Act shall be made to participants and
19 beneficiaries of the particular plan as follows:

20 " ( 1 ) the administrator shall make copies of the
21 plan description (including all amendments or modifica-
22 tions thereto) and the latest annual report and the bar-
23 gaining agreement, trust agreement, contract, or other
24 instrument under which the plan was established and is
25 operated available for examination by any plan partici-
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pant or beneficiary in the principal office of the admin-

istrator;

" (2 ) the administrator shall furnish to any plan par-

ticipant or beneficiary so requested in writing a fair

summary of the latest annual report;

"(3) the administrator shall furnish to any plan par-

ticipant or beneficiary so requesting in writing a com-

plete copy of the plan description (including all amend-

ments or modifications thereto) or a complete copy of

the latest annual report, or both. He shall in the same

way furnish a complete copy of the bargaining agree-

ment, trust agreement, contract, or other instrument

under which the plan is established and operated. In

accordance with regulations of the Commission, an ad-

ministrator may make a reasonable charge to cover the

cost of furnishing such complete copies."

PART B—FIDUCIARY STANDARDS

SEc. 402. (a) Every employees' benefit fund estab-

lished to provide for the payment of benefits under an em-

ployees' benefit plan shall be established pursuant to a duly

executed trust agreement which shall set forth the purpose

or purposes for which such fund is established and the de-

tailed basis on which payments are to be made into and out

of such fund. Such fund shall be deemed to be a trust and

shall be held for the exclusive purpose of (1) providing
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benefits to participants in the plan and their beneficiaries and

(2) defraying reasonable expenses of administering the plan.

(b) (1) A fiduciary shall discharge his duties with re-

spect to the fund—

(A) solely in the interests of the participants and

their beneficiaries;

(B) with the care under the circumstances then

prevailing that a prudent man acting in a like capacity

and familiar with such matters would use in the conduct

of an enterprise of a like character and with like aims;

and

(C) in accordance with the documents and instru-

ments governing the fund insofar as is consistent with

this Act: Provided, That any assets of the fund remain-

ing upon dissolution or termination of the fund shall,

after complete satisfaction of the rights of all benefici-

aries to benefits accrued to the date of dissolution or

termination, be distributed ratably to the beneficiaries

thereof or, if the trust agreement so provides, to the

contributors thereto: Provided further, That in the case

of a registered pension or profit-sharing-retirement plan,

such distribution shall be subject to the requirements of

the previous titles of this Act.

(2) Except as permitted hereunder, a fiduciary shall

110t-
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(A) lease or sell property of the fund to any per-

son known to be a party in interest;

(B) lease or purchase on behalf of the fund any

property known to be property of any party in interest;

(C) deal with such fund in his own interest or for

his own account

(D) represent any other party with such fund, or

in any way act on behalf of a party adverse to the fund

or to the interests of its participants or beneficiaries ;

(E) receive any consideration from any party deal-

Mg with such fund in connection with a transaction in-

volving the fund;

(F) loan money or other assets of the fund to any

person known to be a party in interest;

(G) furnish goods, service, or facilities to any per-

son known to be a party in interest,

(H) permit the transfer of any property of the

fund to, or its use by, or for the benefit of any person

known to be a party in interest; or

(I) permit any of the assets of the fund to be held,

deposited or invested outside the United States unless

the indicia of ownership remain within the jurisdiction

of a United States district court, except as authorized

by the Commission by ruling or regulation.

The Commission may by rule or regulation provide for the
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exemption of any fiduciary or transaction from all or part of

2 the proscriptions contained in this subsection 402 (b) (2) ,

3 when the Commission finds that to do so is consistent with

4 the purposes of this Act and hi the interest of the fund and

5 its participants and beneficiaries; Provided, however, That

6 any such exemption shall not relieve a fiduciary from any

7 other applicable provisions of this Act.

8 (c) Nothing in this section shall be construed to pro-

9 hibit any fiduciary from-

10 receiving any benefit to which he may be en-

11 titled as a participant or beneficiary in the plan under

12 which the fund was established;

13 (2) receiving any reasonable compensation for

14 services rendered, or for the reimbursement of expenses

15 properly and actually incurred, in the performance of

16 his duties with the fund: Provided, That no person so

17 serving who already receives full-time pay from an

18 employer or an association of employers whose
19 employees are participants in the plan under which

20 the fund was established, or from an employee organiza-
21 tion whose members are participants in such plan shall
22 receive compensation from such fund, except for reim-
23 bursement of expenses properly and actually incurred
24 and not otherwise reimbursed;

25 (3) serving in such position in addition to being
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1 an officer, employee, agent, or other representative of

2 a party in interest;

3 (4) engaging in the following transactions:

4 (A) purchasing on behalf of the fund any

5

6

7
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9
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security which has been issued by an employer

whose employees are participants in the plan under

which the fund was established or a corporation

controlling, controlled by, or under common control

with such employer: Provided, That the purchase

of any security is for no more than adequate con-

sideration in money or money's worth: Provided

further, That if an employee benefit fund is one

which provides primarily for benefits of a stated

amount, or an amount determined by an employee's

compensation, an employee's period of service, or a

combination of both, or money purchase type bene-

fits based on fixed contributions which are not

geared to the employer's profits, no investment shall

be made subsequent to the enactment of this amend-

ment by a fiduciary of such a fund in securities of

such an employer or of a corporation controlling,

controlled by, or under common control with such

employer, if such investment, when added to such

securities already held, exceeds 10 per centum of

the fair market value of the assets of the fund. Not-

66-500 0-71-- pt. 1-6
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withstanding the foregoing, such 10 per centmn

limitation shall not apply to profit-sharing plans,

nor to stock bonus, thrift, and savings or other simi-

lar plans which have the requirement that some or

all of the plan funds shall be invested in securities

of such employer;

(B) purchasing on behalf of the fund any

security other than one described in (A) immedi-

ately above, or selling on behalf of the fund any

security which is acquired or held by the fund, to a

party in interest.: Provided, (i) That the security

is listed and traded on an exchange subject to regu-

lation by the Securities and Exchange Commission,

(ii) that no brokerage commission, fee (except for

customary transfer fees) , or other remuneration is

paid in connection with such transaction, and (iii)

that adequate consideration is paid;

(5) making any loan to participants or benefici-

aries of the plan under which the fund was established

where such loans are available to all participants or bene-

ficiaries on a nondiscriminatory basis and are made in

accordance with specific provisions regarding such loans

set forth in the plan;

(6) contracting or making reasonable arrange-

ments with a party in interest for office space and other
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services necessary for the operation of the plan and pay-

ing reasonable compensation therefor;

(7) following the direction in the trust instrument

or other document governing the fund insofar as con-

sistent with the specific prohibitions listed in subsection

402 (b) (2) ;

(8) taking action pursuant to an authorization in

the trust instrument or other document governing the

fund, provided such action is consistent with the provi-

sions of subsection 402 (b) .

(d) Any fiduciary who breaches any of the responsi-

bilities, obligations, or duties imposed upon fiduciaries by

this Act shall be personally liable to male good to such fund

any losses to the fund resulting from such breach, and to

restore to such fund any profits of such fiduciary which have

been made through use of assets of the fund by the fiduciary.

(e) When two or more fiduciaries undertake jointly

the performance of a duty or the exercise of a power or

where two or more fiduciaries are required by any instru-

ment governing the fund to undertake jointly the perform-

ance of a duty or the exercise of a power, but not otherwise,

each of such fiduciaries shall have the duty to prevent any

other such cofiduciary from committing a breach of a re-

sponsibility, obligation, or duty of a fiduciary or to compel

such other cofiduciary to redress such a breach: Provided,
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1 That no fiduciary shall be liable for any consequence of any

2 act or failure to act of a cofiduciary who is undertaking or

3 is required to undertake jointly any duty or power if he

4
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shall object in writing to the specific action and promptly

file a copy of his objection with the Commission.

(f) No fiduciary may be relieved from any respon-

sibility, obligation, or duty under this Act by agreement

or otherwise. Nothing herein shall preclude any agreement

allocating specific duties or responsibilities among fiduciaries,

or bar any agreement of insurance coverage or indemnifica-

tion affecting fiduciaries, but no such agreement shall restrict

the obligations of any fiduciary to a plan or to any partici-

pant or beneficiary without prior approval of the Commission.

(g) A fiduciary shall not be liable for a violation of this

Act committed before he became a fiduciary or after he

ceased to be a fiduciary.

(h) No person who has been convicted of, or has been

imprisoned as a result of his conviction of: robbery, bribery,

extortion, embezzlement, grand larceny, burglary, arson, vi-

olation of narcotics laws, murder, rape, kidnaping, perjury,

assault with intent to kill, assault which inflicts grievous

bodily injury, any crime described in section 9 (a) (1)

of the Investment Company Act of 1940 (15 U.S.C. 80a-

9 (a) (1) ) , or a violation of any provision of this Act, or a

violation of section 302 of the Labor-Management Relations
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1 Act of 1947 (61 Stat. 157, as amended; 29 U.S.C. 186),

2 or a violation of chapter 63 of title 18, United States Code,

3 or a violation of section 874, 1027, 1503, 1505, 1506, 1510,

4 1951, or 1954 of title 18, United States Code, or a violation

5 of the Labor-Management Reporting and Disclosure Act of

6 1959 (73 Stat. 519, as amended; 29 T.S.C. 401) , or con-
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spiracy to commit any such crimes or attempt to com-

mit any such crimes, or a crime in which any of the fore-

going crimes is an element, shall serve—

(1) as an administrator, officer, trustee, custodian,

counsel, agent, employee (other than as an employee

performing exclusively clerical or janitorial duties) or

other fiduciary position of any employee benefit plan; or

(2) as a consultant to any employee benefit plan,

during or for five years after such conviction or after the

end of such imprisonment, unless prior to the end of such five-

year period, in the case of a person so convicted or im-

prisoned, (A) his citizenship rights, having been revoked

as a result of such conviction, have been fully restored, or

(B) the Commission determines that such person's service

in any capacity referred to in clause (1) or (2) would not

be contrary to the purposes of this Act. No person shall

knowingly permit any other person to serve in any capacity

referred to in clause (1) or (2) in violation of this sub-

section. Any person who willfully violates this subsection
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1 (h) shall be fined not more than $10,000 or imprisoned

2 for not more than one year, or both. For the purposes of

3 this subsection (11) , any person shall be deemed to have

4 been "convicted" and under the disability of "conviction"

5 from the date of the judgment of the trial court or the date

6 of the final sustaining of such judgment on appeal, whichever

7 is the later event, regardless of whether such conviction

8 occurred before or after the date of enactment of this section.

9
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For the purposes of this subsection (h) , the term "con-

sultant" means any person who, for compensation, advises or

represents an employee benefit plan or who provides other

assistance to such plan, concerning the establishment or

operation of such plan.

(i) No person who is a party in interest shall receive

or accept, directly or indirectly, whether through a corpora-

tion or other entity owned or controlled in any substantial

degree by such person or otherwise, any payment, loan,

pledge, hypothecation, assignment, or other transfer out of

the assets of such fund (other than benefits to which such per-

son is entitled as an employee) , except that if such person

is an officer or employee of such fund, reasonable fees or ex-

penses of attending meetings in connection with the business

thereof may be paid from the fund to any such officer or em-

ployee attending such meetings in an official capacity.

Nothing herein contained shall prohibit the purchase of a
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profit-sharing-retirement plan or other profit-sharing plan, in

the ordinary course of business, of the securities or indebted-

ness of any coorporation or other business entity employing

directly or through a subsidiary or parent entity a substantial

number of the beneficiaries of such fund.

(j) All investments and deposits of the funds of an em-

ployees' benefit fund and all loans made out of any such fund

shall be made in the name of the fund or its nominee, and no

officer or employee of the fund, no trustee or administrator or

officer or employee thereof, no employer or officer or em-

ployee thereof, and no labor organization, or officer or em-

ployee thereof shall either directly or indirectly accept or be

the beneficiary of any fee, brokerage, commission, gift, or

other consideration for or on account of any loan, deposit,

purchase, sale payment or exchange made by or on behalf of

the fund.

TITLE V—ENFORCEMENT

Sw. 501. Whenever the Commission—

( 1) determines, in the case of a pension or profit-

sharing-retirement plan required to be registered under

title I, that r application for registration has been filed

in accordance with section 102 (a.), or

(2) issues an order under section 102 (e) denying

or canceling the certificate of registration of a pension or

profit-sharing-retirement plan,
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the Commission may petition any district court of the United

2 States having jurisdiction of the parties, or the United States

3 District Court for the District of Columbia, for an order

4 requiring the employer or other person responsible for the

5 administration of such plan to comply with such requirements

6 of title I as will qualify such plan for registration under title I.

7 SEc. 502. Whenever the Commission has reasonable

8 cause to believe that an employees' benefit fund is being or.

9 has been administered in violation of the requirements of

10 part B of title IV, the Commission may petition any district

11 court of the United States having jurisdiction of the parties

12 or the United States District Court for the District of Colum-

13 bia for an order (1) requiring return to such fund of assets

14 transferred from such fund in violation of the requirements of

15 such title, (2) requiring payment of benefits denied to any

16 beneficiary in violation of the requirements of such title, and

17 (3) restraining any conduct in violation of the requirements

18 of part B of such title, and granting such other relief as may

19 be appropriate to effectuate the purposes of this Act.

20 SEC. 503. Upon the filing of any petition pursuant to

21 section 501 or 502, the district court may, in its discretion,

22 (a) appoint a receiver to take possession of the assets of the

23 plan or fund which is the subject of the petition and to ad-

24 minister them until such time as the violations of law alleged

25 in such petition no longer exist, and (b) remove a fiduciary
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1 who has failed to carry out his duties or is serving in viola-

2 tion of the provisions of this Act.

3 SEC. 504. Suits by persons entitled, or who may become

4 entitled, to benefits from employees' benefit funds or plans

5 may be brought in any court of competent jurisdiction,

6 State or Federal, or the United States District Court for

7 the District of Columbia, without respect to the amount in

8 controversy and without regard to the citizenship of the

9 parties ( 1) against any such fund or plan to recover bene-

10 fits required to be paid from an employees' benefit fund or

11 plan pursuant to the terms of the agreement pursuant to

12 which such fund or plan is established or other constituent

13 instrument; or (2) on behalf of and in the name of an

14 employees' benefit fund against any person who shall have

15 transferred or received any of the assets of such fund in

16 violation of any such agreement or of the requirements of

17 part B of title IV. Where such action is brought in a district

18 court of the United States, it may be brought in the district

19 where the plan is administered, where the breach took

20 place, or where a defendant resides or may be found, and

21 process may be served in any other district where a defendant

22 resides or may be found. In any such action the court in its

23 discretion may-

24 (A) allow a reasonable attorney's fee and costs

25 of the action to any party;
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1 (B) require the plaintiff to post security for pay-

2 ment of costs of the action and reasonable attorney's fees.

3 A copy of the complaint in any such action shall be served

4 upon the Commission by certified mail who shall have the

5 right, in his discretion, to intervene in the action.

6 SEC. 505. The provisions of the Act entitled "An Act to

7 amend the Judicial Code and to define and limit the juris-

8 diction of courts sitting in equity, and for other purposes",

9 approved March 23, 1932 (29 U.S.C. 101-115) shall not

10 be applicable with respect to suits brought under this title.

11 SEC. 506. Suits by an administrator or fiduciary of a

12 pension plan, a profit-sharing-retirement plan, or an

13 employees' benefit fund, to review any final order of the

14 Commission, to restrain the Commission from taking any

15 action contrary to the provisions of this Act, or to compel

16 action required under this Act, may be brought in the name

17 of the plan or fund in the district court of the United States

18 for the district where the fund has its principal office, or in

19 the United States District Court for the District of Columbia.

20 "SEC. 507. It is hereby declared to be the express intent

21 of Congress that the provisions of this Act shall supersede

22 any and all laws of the States and of political subdivisions

23 thereof insofar as they may now or hereafter relate to the

24 subject matters regulated by this Act: Provided, That noth-

25 big herein shall be construed to exempt or relieve any person
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1 from any law of any State which regulates insurance, bank-

2 ing, or securities or to prohibit a State from requiring that

3 there be filed with a State agency copies of reports required

4 by this Act to be filed with the Secretary. Nothing herein

5 shall be construed to alter, amend, modify, invalidate, impair,

6 or supersede any law of the United States (other than the

7 Welfare and Pension Plans Disclosure Act of 1958 as

8 amended (92 Stat. 994 ) ) or any rule or regulation issued

9 under any such law."

10 SEC. -508. Any action, suit or proceeding based upon

11 a violation of this Act or the Welfare and Pension Plans

12 Disclosure Act shall be commenced within five years after

13 the plaintiff has notice of the acts or events forming the basis

14 of the claim: Provided, That truthful disclosure of a fact in

15 any form or other document required to be filed with the

16 Commission shall be deemed such notice.
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CONGRESS MUST ACT ON PRIVATE PENSION REFORM

(Testimony of Senator Javits,
Ranking Republican Member of the Senate Labor and Public Welfare Committee

Prepared for delivery to
The House General Subcommittee on Labor

Hearing on Private Welfare and Pension Plan Legislation
Room 2257 Rayburn Office Building
Wednesday, April 28, 1971, 10AM)

Mr. Chairman:
The key fact---and the one which too often remains hidden under the

self-laudatory rhetoric of self-proclaimed pension spokesmen---is that the
majority of private pension plans in this country are established and
operated on the basis of three dangerously obsolete assumptions.

The first of these assumptions is that an employee is going to work
for one company all or most of his working career. The second assumption
is that the company car and should use the pension plan as a club to
prevent the employee from seeking job opportunities elsewhere. The third
assumption is that the company will stay in business forever in substantially
the same or expanded form as when it installed the pension plan.

It is these outmoded and unrealistic assumptions which are at the
heart of what is wrong with private pension plans today and which have
caused so many employees to leave plans empty-handed and utterly broken
hearted. I would like to emphasize this point because there are all too
many who believe that the inequities in the private pension system are
caused by dishonest and corrupt individuals and that all that is necessary
is to establish strong federal standards of fiduciary responsibility.
I yield to no one in my concern over assuring the honest, loyal and prudent
management of welfare and pension plans, but I can guarantee to this
Committee that the vast majority of these funds are run honestly and faith-
fully, and that enactment of fiduciary standards alone would barely touch
on the really serious and pervasive deficiencies in the private pension
system.

The New York. Times entitled its lead editorial of April 17 --
"Phantom Pensions in Industry." In that editorial, the Times declared that
"private pension plans now cover the majority of American workers, but the
security which these plans seem to offer is often a delusion." Mr. Chairman,
in a nutshell, that is what private pension legislation is all about and
why it is so urgently needed.

VESTING

By now I am sure that the Chairman and members of this Committee are
fully aware that there are nearly 30-million employees covered by private
pension plans with assets of $130-billion --- predicted to grow to over
$200-billion by 1980 --- the largest aggregate of virtually unregulated
money in the Nation. Despite the enormous resources commanded by these funds,
however, there is grim evidence that private pension plans deliver on their
promises to a relatively inadequate number of employees covered by these
plans.

-more-
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Contrary to the assumption on which most private pension plans are
built, in today's modern industrial society, labor mobility is the rule
rather than the exception. Very few employees work for one employer all
their working lives. In fact, very few work for one employer as long as
30 years or even 20 years. Despite undeniable evidence of the enormous
velocity in job changes among the Nation's work force, private pension plans
continue to be structured in a manner which can only result in an abnormally
high loss of pension benefits.

Mr. Chairman, at my initiative a year ago, the Senate Labor Subcommittee,
under the wise and concerned leadership of its Chairman, Senator Harrison A.
Williams, Jr. of N.J. --- who is now Chairman of the full Committee on Labor

• and Public Welfare as well --- undertook a landmark study into the operation
of the private pension system. On March 31 of this year, the Chairman and
I released some preliminary results from this survey. The full text of the
report is included in Appendix A to my prepared statement and I ask
unanimous consent that it be included in the record of these hearings to-

* gether with my prepared statement.

While these results are "preliminary" --- in the sense of not being
statistically all-encompassing --- they are sufficiently sobering to alert
all of us to the dangerously inequitable provisions in private pension plans
and the hardship and privation that has been worked on thousands upon
thousands of employees.

In brief, the preliminary report indicated that in a 20-year period,
of 51 plans ($10-billion in assets) with no vesting or 11 or more years for
vesting only 5% of all participants who have left their jobs since 1950
have received benefits. In 36 plans ($6-billion in assets) with 10 years
of vesting or less, 16% of all participants who left since 1950 have received
benefits.

In terms of forfeitures, 92% of all active participants since 1950
who left the 51 plans forfeited without qualifying for benefits; 73% of
all active participants since 1950 who left the 36 plans forfeited without
qualifying for benefits. The study also indicates that substantial numbers
of workers who lost their pension benefits are long-service employees; and
the precise figures in this respect are contained in the text and tables
of the report.

These appalling statistics on forfeiture of benefits have been
reinforced in human terms by the steady stream into my Office --- and I
assume into your offices, Mr. Chairman, and the offices of members of this
Committee --- of letters of complaint from employees and their beneficiaries.
While I have been receiving these letters at the rate of about 1500 a year,
for the last 4 or 5 years, in only a three-week period that elapsed from
the re3ease of the Senate Labor Subcommittee's preliminary findings, my
staff informs me that we received over 500 letters, of which all but 4 were
letters detailing specific cases of long-service employees who forfeited
pensions and who urge enactment of a comprehensive pension bill (S.2).

• Incidentally, of the 4 letters of opposition, 3 were from firms of pension
plan consultants and one was from the vice-president of a large corporation.
Representative examples of these letters, with identities of individuals,
companies and plans removed, are provided in Appendix B to my testimony,
and I ask that this material also be included in the record of these

• hearings.

The experience I have just described is not unique. The 1970 Report
to Congress by the Secretary of Labor on the Welfare and Pension Plans
Disclosure Act states:

"The Department of Labor continued to receive many letters
directly from plan participants, or through Congressional or White
House liaison, requesting assistance in collecting retirement benefits

-more-
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or asking for legislation requiring liberalization of plan provisions.
Letters are received from participants in retirement plans administered
by employers, unions, and joint boards of trustees. The most common
and most serious complaint is inability to meet lengthy service re-
quirements for pension eligibility, frequently despite a lifetime of
employment. Some workers with thirty, forty, and even more years of
service find themselves ineligible for pension benefits because the
continuity of their service with one employer or under a particular
plan was broken. Many plan participants are innocent victims of events
beyond their control: discharge from employment in middle age without
vested benefits, failure of employers to contrioute to a multiemployer
plan, frequent layoffs resulting in cancellation of previously earned
pension credits, plant shutdowns, or company mergers. Job changes
are also a frequent cause of pension ineligibility. Many of the letters
deal with the inadequacy of retirenent benefits, made even more in-
adequate by the rise in the cost of living with no corresponding
increase in benefits."

REACTION TO THE SENATE LABOR SUBCOMMITTEE STUDY 

Reaction to the release of the Labor Subcommittee's preliminary data
was overwhelmingly favorable. The mail my office received since then runs
at the rate of 100 to one in favor of legislation. The Times editorial I
have mentioned is typical of the growing understanding of what is needed.

Nevertheless, as I anticipated, there has been some adverse reaction
---principally from some pension consultants who have had long experience
in this field, designing the very plans we are investigating.

It has been stated to the press by officials of certain pension
consulting firms that my conclusions on the basis of the preliminary
findings are "gross misrepresentations of the facts," that the study is
"falacious material," and that it is nothing more than a "manufactured crisis
which could lead to government control of the private pension system."

Mr. Chairman, I will not go into the technical defects in the so-called
data which have been circulated in an effort to rebut the Labor Subcommittee's
study, but I ask unanimous consent to insert in the Record a memorandum com-
menting on some of these "counter-studies."

This memorandum, which I am submitting for the record, will show
quite clearly how it is possible to construct a statistical study of
vesting in which most people appear to get something; the two principal
devices are (1) don't count the people who "pass through" the plan---only
count those who are there on one specific date, and then take a percentage
of them who will vest (i.e., leave out those who come and go during the
time it takes the handful of lucky ones to earn a vested interest); and
(2) don't actually count all vested interests---just %stimate" them. With
that kind of study, you can produce any result you like. -

Mr. Chairman, the Senate Labor Subcommittee study is not an
"estimate," it is a compilation of the answers which were supplied by the
pension plan administrators themselves---the hard data, the number of
forfeitures, over the past 5 years, and the past 20 years.

Note also, Mr. Chairman, what the two principal arguments now being
made against my bill are. First, vesting is so improved in recent years
that no legislation is necessary; and second, the cost of complying with
the legislation for vesting would be too great.

Now it ought to be obvious that one or another of these arguments
has to be misconceived! And in point of fact they both are.

-more-
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Suffice it to say that, if it were true that vesting has so
drastically improved that legislation is unnecessary, it would also be
true that the impact of the vesting standards set forth in my bill, for
example, would be negligible, and plans would encounter little difficulty
in complying. But at the same time, it is argued that mandatory vesting
would be prohibitively expensive and therefore should be resisted.

In a diversion from the major substantive issue --- loss of pension
benefits --- opponents of legislation setting minimum vesting standards
have argued that the Congress really ought to focus on how to encourage
extension of private pension plans to those employees who do not have
them. I favor encouraging the extension of private pension plans to the
maximum feasible extent by whatever means are appropriate, but while
engaging in this highly praiseworthy effort we should not lose sight of
the serious deficiencies in existing plans which, as I have noted, already
cover 30 million American workers.

There is no reason to suppose that there is an inherent conflict
betueen encouraging the growth of private pension plans on the one hand,
and establishing minimum standards to insure that every private pension
plan is equitable and adequately protects employees against loss of their
just pension benefits. In this respect, I cannot emphasize too strongly
the salient importance of enacting a comprehensive federal insurance
program to protect employees against loss of pension benefits owing to
premature plan termination. And, I doubt that I could improve in this
connection on the eloquent and impressive testimony of I. W. Abel,
President of the Steelworkers Union, before this Committee last Wednesday.

- To those who minimize the importance of pension legislation, I say
ask the 4o busloads of steel workers who poured into this hearing room a
week ago whether they agree --- and who were characterized by the Chairman
of this Committee as the largest number of people to attend a public
hearing on a specific piece of legislation in my 40-odd years of legislatve
duties." It is all very well for those who are in the business of selling
and servicing pension plans to pooh-pooh the need for pension legislation,
but it is the employee who is getting it in the neck --- who knows why he 
needs legislation!

PRINCIPAL DIFFERENCES BETWEEN S.2 (JAVITS
PROPOSAL) AND H.R. 1269 (DENT PROPOSAL)

Mr. Chairman, both the bill I have authored (S.2) and your bill
(H.R. 1269) are substantially similar in intent and technique. Both mandate
basic standards for vesting, funding and fiduciary responsibility, and
both establish a program of federal insurance. There are, however, a
number of important differences between the two bills and by illuminating
and concentrating attention on them both may profit.

1. Minimum Vesting Schedule 

First, as to vesting, S.2 provides a 10 percent vested right after
the 6th year of service, and increasing by 10 percent each year thereafter,
so that at the end of 15 years of service the employee has a 100 percent
vested right. The concept employed is known as deferred graded vesting.

H.R. 1269 provides a 100 percent vested right after an employee
has worked 10 years. The concept employed here is known as deferred full
vesting.

I believe that the essential advantage provided by the approach
taken in my bill is that vesting starts earlier and avoids an "all-or-
nothing" result. An employee who works 9 years and 11 months and then is
separated from employment would forfeit all pension credits under H.R. 1269,

-more-
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but under my bill he would have a 40 percent vested right. As the
Senate Labor Committee report shows, there are very substantial numbers
of employees who forfeit with more than 5 but less than 10 years of
service and I think it is imperative in such a highly mobile industrial
society as ours, that we start vesting pension credits early in a worker's
career once he has clearly moved out of the transient or casual category.

2. "Aggregate Service"

S.2 also provides vesting based on "aggregate" years of service
rather than "continuous" years of service. The distinction is important
because many employees have complained about loss of pension credits
owing to a "break in service" despite the fact that their years of service,
in the "aggregate," wouLd have qualified them for vested rights under the
plan.

H.R. 1269, which is based on the "continuous service" concept, does
authorize the Secretary of Labor to decide whether "break in service"
rules are reasonable, but I believe the entire notion is an artificial one,
and that the employee's pension credits --- like his wages --- should not
be lost simply because he is compelled to leave his employment and
subsequently returns.

3. "Waiting Periods"

In addition, S.2 removes all restrictive eligibility rules from
pension plans. Plans are required to admit employees to membership in
the plan from the date the employer contributes to the plan on their
behalf but in no event later than 6 months from the date of hire.
Festrictive "waiting periods" for joining plans have the effect of de-
ferring qualification for vesting and should not be permitted.

H.R. 1269, on the other hand, permits plans to set eligibility
for participation at 3 years or until age 25, whichever is the later.
Thus, under H.R. 1269, it is possible, for example, for an employee to be
hired at age 19 and have to wait 6 years to participate in the plan and
then another 10 years to qualify for a vested right --- a total of 16
years. I think this is too harsh.

4. Funding 

Insofar as funding is concerned, the major substantive difference
concerns the funding of past service liabilities. H.R. 1269 requires the
systematic amortization of past service liabilities only to the extent they
represent vested liabilities. This is, of course, a vast improvement over
the InternTirlreVenue Service requirements but not adequate enough. There
should he a systematic liquidation of past service (vested or not) from
the date these liabilities are incurred, and S.2 so provides.

5. Reinsurance 

Regarding reinsurance, the most important substantive difference
between S.2 and H.R. 1269 is that the latter does not establish any limits
on the amount of vested benefits that will be covered by reinsurance nor
does it spell out the order of priorities to which reinsurance shall be
allocated. S.2 limits reinsurance of vested benefits to the lesser of
50 percent of the employee's average monthly wage for the period at
which his earnings were the greatest, or $500 per month. S.2 also sets
out an order of priorities which govern the insurance of beneficiaries'
rights.

a

I believe it would be impractical to establish reinsurance to cover
every vestige of benefit right because such an approach might significantly
impair the viability of the reinsurance program, particularly during a
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period of depressed economic activity. By way of analogy, the Federal
Deposit Insurance Corporation limits coverage of savings deposits to
$20,000 in any one banking institution.

In addition, the Committee should give careful consideration to
establishing an order of priorities in the legislation. All too often,
plan provisions for distribution of assets on termination are lacking
or incomplete, or contain requirements for distribution to beneficiaries
which are in direct conflict with the vesting provisions of the plan.

6. Portability 

Unlike S.2, H.R. 1269 does not establish a Federal program for
portability of pension credits. There has been, unfortunately, a great
deal of confusion concerning the concepts of portability and vesting, so
I would like briefly to clarify my objective.

S.2 establishes a Federal central clearinghouse to promote, on
a voluntary basis, the transfer of vested pension credits from plan to
plan. There are some who believe that portability would cover the transfer
of non-vested pension credits as well but this would be tantamount to
immediate full vesting and would be too expensive and impractical to
administer on other than a social security basis. Without portability, a
typical worker would receive at retirement a number of checks from differ-
ent employers representing the vested pension credits he had earned from
each of them. However, each of these checks would represent vested
benefits earned at the time of separation of employment from each respective
employer and would be based on the benefit formula in existence at that
time. To a large extent, employees would lose out on improved benefit
formulas or benefit formulas geared to their improved earnings as they
move from corporation to corporation.

The portability program established under S.2 would provide one
solution to this problem. By being able to transfer the value of the
benefit right to the new employer or to central invesment pools authorized
under the Federal clearinghouse arrargement, the employee would be able
to enhance the value of his benefit right by "plugging it in" to the more
desirable benefit formula of the new employer or to the central clearing-
house fund, where it would be credited with the investment earnings of
that fund. Such a program would greatly enhance the adequacy of retire-
ment income that the worker ultimately receives.

7. Administration 

Finally, there are substantial differences between S.2 and H.R. 1269
concerning the administration of pension regulatory functions. S.2 would
create an independent SEC-type commission to administer the provisions of
the bill as well as pension functions presently performed by other agencies,
such as the disclosure functions of the Department of Labor under the
Welfare and Pension Plans Disclosure Act, and the bulk of the tax qualifica-
tion functions performed by the Internal Revenue Service. H.R. 1269
would provide for the administration of vesting, funding, fiduciary and
disclosure standards by the Department of Labor and would create a govern-
mental corporation within the Department of Labor to administer the
reinsurance provisions.

I regard centralization of all pension regulatory functions as
highly desirable. There is too much overlapping and duplication of effort
going on right now. For example, many of the reports filed with the
Internal Revenue Service are also filed with the Department of Labor and
if proposed fiduciary provisions should be enacted, not only would the
duplication of paperwork be increased but the Secretary of Labor's enforce-
ment of fiduciary standards would overlap with the Internal Revenue Service's
enforcement of the "prohibited transactions" section of the Internal Revenue
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Code. Many other examples could be given, e.g. enforcement of the

funding standards, but these will suffice.

While the pension industry may well experience some transitional

problems in accomodating to a new centralized regulatory agency, I firmly

believe that in the long run the industry will be much better served if

duplicate disclosure burdens and potential conflicts between competing

bureaus are eliminated. And in this connection, I would like to observe

that H.R. 1269 only preempts state law in the area of fiduciary standards

while S.2 preempts state law with regard to all the subjects covered by

the legislation. Once an across-the-board federal pension law is enacted,

it seems unfair and unduly burdensome to subject private pension plans---

many of which are interstate in operation---to additional state regulation.

Mr. chairman, I intend to submit a more detailed comparison of the

technical differences between S.2 and H.R. 1269, and I ask that the Chair-
man keep the record open so that I can provide this material.

CONCLUSION

Mr. Chairman, the Senate Special Committee on Aging has reported
just last year that 1 out of every 4 persons over age 65 lives in poverty
and the number is steadily increasing. In New York City alone, over 12
percent of the city's population --- one million persdns --- consists of
senior citizens over age 65. Substantial numbers of these persons are
living from hand-to-mouth in the most deplorable conditions, with inadequate
sources of income to maintain a decent and dignified standard living.

How many of these persons are retired workers who were covered by
private pension plans, but who left empty-handed, nobody really knows.
Judging from theecomplaints my office has received, the number is quite
significant.

I know that the Chairman of this Committee has established improve-
ments in the minimum wage laws as a matter of high priority and the attain-
ment of this objective has my full support. I regard the enactment of
pension reform legislation as a matter of equally hjsh priority. The
minimum wage stadards are designed to protect the worker against unjust
economic exploitation during his productive years but how short-sighted
we would be if we failed to provide similar protection for the deferred
compensation that the worker has earned by his labor so that he may
live decently when his productive years come to an end.

I would submit that unless the Congress enacts pension legislation
--- so that private pensions will truly serve as an adequate supplement to
Social Security --- the anger and disappointment of thousands of frustrated,
empty-handed beneficiaries will create enormous pressure for punitive
legislation against the private pension system that ultimately will be
most difficult to resist.

I urge this Committee in its deliberations carefully to consider
the alternatives and to respond to these problems meaningfully.

I ask that the hearing record also include the following: the
New York Times editorial and various newspaper and magazine articles and
the full text and explanation of my pension bill, S.2.

###
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EXPLANATION OF "U.S. PENSION AND EMPLOYEE BENEFIT PLAN COMMISSION"

Established in the executive branch of the Government an independent agency
to be known as the "United States Pension and Employee Benefit Plan Commis-
sion" composed of five members to be appointed by the President, by and with
the advice and consent of the Senate.
Provides that it shall be the duty of the Commission: (1) to promote the

establishment, extension, and improvement of pension, profit-sharing-retirement
and other employee benefit plans; (2) to accept for registration all pension and
profit-sharing-retirment plans required and qualified to be registered with the
Commission, and to reject any pension or profit-sharing-retirement plan that
does not qualify for registration; (3) to cancel certificates of registration of
pension and profit-sharing-retirement plans registered which cease to be quali-
fied for such registration; (4) to direct and administer the pension reinsurance
program; (5) to direct and administer the pension portability program; (6) to
enforce the provisions of title IV; and (7) to perform such other functions as
may be necessary to administer the provisions of this Act.
Provides that the functions of the Secretary of Labor and the Department

of Labor under the Welfare and Pension Plans Disclosure Act, as amended, are
transferred to and shall be administered by the Commission.
Declares that all personnel, property, records and unexpended balances of ap-

propriations, which the Director of the Bureau of the Budget determines are
used or intended for use by the Secretary of Labor or the Department of Labor
primarliy in the administration of functions are transferred to the Commission.

Title I—Benefit Standards.—Provides that this title applies to any pension plan
and any profit-sharing-retirement plan established by an employer engaged in
commerce or in any industry or activity affecting commerce or by any employee
organization or organizations representing employees engaged in commerce or
in an industry or activity affecting commerce or by both.
Provides that every administrator of a pension or profit-sharing-retirement

plan to which this title applies shall file with the Commission an application for
registration of such plan. Declares that such application shall be in such form
as shall be prescribed by regulation of the Commission, and shall be accompanied
by a copy of the plan, a copy of the trust deed, insurance contract, bylaw, or other
document under which the plan is constituted. Provides that, while such plan
is in force, the administrator shall maintain its qualification for registration.
Provides that every pension plan and, to the extent required by regulations

issued by the Commission, every profit-sharing-retirement plan shall define the
benefits provided by such plan, the method of determination and payment of ben-
efits, conditions for qualification for membership in the plan and the financial
arrangements made to insure provisional or full funding of benefits under the
plan. Directs that each such plan shall provide for the furnishing of a written
explanation to each member of the plan of the terms and conditions of the plan
and amendments thereto applicable to him, together with an explanation of the
rights and duties of the employee with reference to the benefits available to him
under the terms of the plan and such other information as may be required by
regulations of the Commission.
Provides that a pension plan filed for registration shall provide for funding,

that is adequate to provide for payment of all pension benefits, deferred life an-
nuities and other benefits required to be paid under the terms of the plan.
Requires the funding to set forth the obligation of the employer to contribute

both in respect of the current service cost of the plan and in respect of any initial
unfunded liability and experience deficiency.

Title II—Pension Reinsurance.—Establishes a program to be known as the
Federal pension reinsurance program. Declares that it is to be administered by,
or under the direction and control of, the Commission.
Provides that the program shall insure beneficiaries of a reinsured pension plan

against loss of non-forfeitable benefits to which they are entitled under such pen-
sion plan arising from substantial cessation of one or more of the operations car-
ried on by the contributing employer in one or more facilities of such employer
before such plan has been fully funded.
Provides that each registered pension plan shall pay an annual premium for

reinsurance under the program as may be established by the Commission. De-
clares that premium rates shall be uniform for all pension funds insured by the
program and shall be applied to the amount of the unfunded liability for non-
forfeitable benefits of each insured pension fund. Directs that the premium rates
may be changed from year to year by the Commission, when the Commission
determines changes to be necessary or desirable to give effect to the purposes of
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this title. Declares that in no event shall the premium rate exceed 1 per cent=
for each dollar of such unfunded liability.

Directs the Commision to establish a revolving fund into which amounts paid
into the program as premiums shall be deposited and from which all liabilities
under the program shall be paid.

Title III—Pension Portability Program.—Declares it to be the policy of the
Congress that a system of pension portability should be established by the Fed-
eral Government to facilitate the voluntary transfer of credits between regis-
tered pension or profit-sharing-retirement plans having similar benefit features
and actuarial assumptions. Provides that nothing in this title nor in the regula-
tions issued by the Oommission shall be construed to require participation in such
portability system by a plan as a condition of registration under this Act.
Authorizes the Commission, in accordance with regulations prescribed by it,

to receive amounts which are transferred to it from a registered pension or profit-
sharing-retirement plan and which are in settlement of an individual's rights
under the plan when such individual is separated from employment covered by
the plan before the time prescribed for payments under the plan to such individ-
ual or his beneficiaries.

Authorizes the Commission and the Secretary of Labor to provide technical
assistance to employers, trade unions, and administrators of pension and profit-
sharing-retirement plans in their efforts to provide greater retirement protection
for individuals who are separated from employment covered under such plans.
Directs that such assistance may include, but is not limited to: (1) the develop-
ment of reciprocity arrangements between plans in the same industry or area;
and (2) the development of special arrangements for portability of credits within
a particular industry or area.

Title IV—Disclosure and Fiduciary Standards.—Provides that the functions
and powers of the Secretary of Labor and the Department of Labor under the
Welfare and Pension Plans Disclosure Act, as amended, are transferred to and
shall be administered by the Commission. Directs that such powers provided in
the Welfare and Pension Plans Disclosure Act shall be available to the Commis-
sion in the enforcement of the provisions of this Act.
Provides that every employees' benefit fund established to provide for the pay-

ment of benefits under an employee's benefit plan shall be established pursuant to
a duly executed trust agreement which shall set forth the purpose or purposes for
which such fund is established and the detailed basis on which payments are to
be made into and out of such fund. Provides that such fund shall be deemed to be
a trust and shall be held for the exclusive purpose of: (1) providing benefits to
participants in the plan and their beneficiaries; and (2) defraying reasonable
expenses of administering the plan.

Declares that a fiduciary shall discharge his duties with respect to the fund:
(A) solely in the interests of the participants and their beneficiaries; (B) with
the care under the circumstances then prevailing that a prudent man acting in a
like capacity and familiar with such matters would use in the conduct of an
enterprise of a like character and with like aims; and (C) in accordance with the
documents and instruments governing the fund insofar as inconsistent with this
Act

Title V—Enforcement.—Provides that whenever the Commission: (1) deter-
mines in the case of a pension or profit-sharing-retirement plan required to be reg-
istered under title I, that no application for registration has been filed in accord-
ance with this act; or (2) issues an order denying or canceling the certificate of
registration of a pension or profit-sharing-retirement plan the Commission peti-
tion any district court of the United States having jurisdiction of the parties, or
the United States District Court for the District of Columbia, for an order requir-
ing the employer or other person responsible for the administration of such plan
to comply with requirements of title I as will qualify such plan for registration
under title I.

NEW YORK TIMES EDITORIAL AND OTHER
NEWSPAPER AND MAGAZINE ARTICLES

[From the New York Times, Apr. 17, 1971]

PHANTOM PENSIONS IN INDUSTRY

Private pension plans now cover the majority of American workers, but the
security which these plans seem to offer is often a delusion. If a worker quits
or is fired before he is 65, he usually forfeits his rights to a company pension.
Similarly, if he dies, his widow collects nothing.
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A worker may lose his pension if his company goes into bankruptcy or is
merged with another firm. He may lose out if the pension fund is actuarially
unsound. This may be because the employer failed to put enough money into it
or because the fund trustees made reckless investments. Funds administered by
various labor unions—the miners, the teamsters, the barbers—have all come
under severe criticism for dubious investment practices.
The preliminary findings of an investigation by the Senate Labor Committee

underscore these grim facts. A sample of 51 plans established before 1950 showed
that out of nearly seven million workers covered at various times over the
past twenty years, more than five million have left and are no longer covered.
Unlike Social Security credits, which accompany a worker no matter how many
times he changes jobs, rights in a private pension plan are not "portable," ex-
cept in a few instances where union members are protected while in the same
industry.
Under many plans a worker does not even build up a "vested" right to a

pension. That is, he does not acquire a nonforfeitable right to a share of a
pension fund which he can later collect even if he quits or is fired by the com-
pany before he is 65. Even where plans do have a vesting provision, it usually
becomes operative only after a worker has put in ten or fifteen years of service.
The explanation is simple: money. Providing vested rights or portability for
those who leave their jobs adds substantially to the cost of pensions or cuts down
benefits for workers who stay long enough to retire.
In 1962, President Kennedy appointed a committee on corporate pension funds.

When it made its report three years later, the committee recommended that
all private plans be required by law to provide vested rights. But President
Johnson, under pressure from businessmen, never endorsed the proposal. The
Nixon Administration has been similarly reluctant. A reform bill which it sub-
mitted last year was much too modest.

Senator Javits of New York has reintroduced his bill providing that a worker
with six years of service be guaranteed 10 per cent of his earned pension rights
and 10 per cent more each year after that until 100 per cent vested. A strong
bill would establish a new regulatory agency to supervise the more than $130
billion controlled by approximately 33,000 private pension funds, require the
auditing and insuring of these funds by the Federal Government and provide
for universal vesting.

Such a switch toward fuller embodiment of Social Security principles in
private pension plans would necessitate some realism by unions at the bar-
gaining table. Pension costs would rise sharply and workers, through their
unions, would have to decide how much of their current wage increases they
were willing to set aside to get improved pension benefits in the future.
If the law provided for full vesting, private pensions would undoubtedly be

smaller than those now offered, but they would become a more dependable com-
plement to Social Security. Such pensions would then become a fact, not a
phantom, for millions of workers who now never collect them.

[From U.S. News & World Report, Apr. 12, 1971]

URGED: TIGHTER RULES ON PENSION FUNDS

Are private pension systems paying off for workers who participate? Some
members of Congress are convinced the answer is "No" in too many cases.
Under way in Congress is a move to clamp stricter controls on the handling

of private pension funds and to require that more employes receive benefits
from these fast-growing plans.
At least 30 million Americans now have a stake in private pension systems,

according to a study made public on March 31 by the Senate Subcommittee on
Labor. This report found that private pension funds already have assets of 130
billion dollars and are expanding at the rate of 10 billion dollars a year.
A major flaw, says Senator Jacob K. Javits (Rep.), of New York, a member

of the Subcommittee, is that many workers fail to benefit.
"As things now stand," the Senator said, "only a relative handful of the

estimated tens of millions of American workers under private pension plans will
ever get anything from the plans on which they now stake their futures."
The Javits statement was sharply disputed by consultants for pension-fund

firms. Said one: "The Committee study is nothing more than a manufactured
crisis which could lead to Government control of the private pension system."



96

GUARANTEES ASKED

To correct the alleged inequities, Senator Javits urged "a minimum standard
of vesting."
"Vesting" means guaranteeing to an employe a share of the company's pension

fund even if he leaves the firm before retirement age.
In the early days of private plans, there was little vesting. The promise of a

pension was held out as a lure to stay with the company until retirement.
In recent years, however, the trend in private pension funds has been toward

giving an employe vested rights after he has been with a firm for a specified
period or reached a certain age.
Under a bill introduced by Senator Jr vits. after six years of service a worker

would be guaranteed 10 per cent of his earned pension rights. He would get
another 10 per cent each added year he stayed with the same firm. Thus, by
the end of 15 years' service employes would have vested rights to 100 per cent
of their share in funds.

ADVANTAGE FOR WORKERS

The study by the staff of the Subcommittee on Labor indicated that a larger
percentage of workers received pension benefits in plans offering early vesting.
Examples cited:
One group of 36 pension plans had total assets of 6 billion dollars and offered

vesting rights after 10 years of employment. Of 1.4 million workers who left the
companies involved in the past 20 years, 242,000—or about 16 per cent—have
received some benefits to date.
Another group of 51 private pension plans with total assets of 10 billion dollars

offered no vesting at all, or only after 15 years of employment. Out of 5.2 million
workers who have left these companies since 1950, only 253,000—or about 5 per
cent—have received any pension benefits to date.

Senator Harrison A. Williams, Jr., (Dem.), of New Jersey, chairman of both
the Committee on Labor and Public Welfare and the Subcommittee on Labor,
listed these examples of individuals who lost pension benefits due to lack of
vesting:
"A man with 281/2 years of continuous employment at a paper mill lost his job

and all pension rights. As he put it in a letter to me: 'One day security—next
day nothing for retirement.'
"A man who is now 64 years old with more than 15 years for the same company

was laid off and could not find work. In applying for his pension he discovered
that he was one year short of eligibility for full benefits. Since there was no
qualifying job available, he could not get the one year needed for his pension."

FUND MANAGEMENT

The bill introduced by Senator Javits also would place more restrictions on
financial management of funds. Citing "weaknesses" in the system, Senator
Javits said:
"One case describes a pension plan with 53 per cent of its assets invested in

the securities of the contributing employer. Others describe weaknesses in fund-
ing and failure either to keep adequate records or to disclose what's going on."

Senator Javits added, however, that sometimes investment in the stock of
the company involved can be beneficial. He cited the case of Sears, Roebuck &
Company, in which the buying of company stock with pension funds led to con-
trol of the firm by employes and proved to be a bonanza as an investment.
Private studies in recent years have indicated that most funds are soundly

based and adequately financed.
Senator Williams stressed that findings of the study by the Subcommittee on

Labor were "preliminary." It is based on data from 1,500 of the largest private
pension plans registered with the Department of Labor under the Welfare and
Pension Plans Disclosure Act.

CASE HISTORIES CITED IN A CONGRESS STUDY

In a survey released March 81, the staff of the Senate Subcommittee on Labor
listed a number of case histories to show apparent weaknesses in the funding or
management of pension plans. Examples:

•
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A large data-processing manufacturing firm: $41,171,580 of this company's
pension fund is invested in unsecured loans.
An aerospace company: With 649 million dollars in liabilities for accured

benefits due workers, this pension fund has assets worth only 273 million at
this time.
Three major U.S. corporations: Total assets in pension plans of these firms are

260 millions, but none of the companies was able to give details of how many
employes are enrolled or hold vested rights.
A clothing manufacturer: Of 2.4 millions in pension-fund assets, $400,000 has

beat invested in securities of the company itself.
A large oil company: Of 105,000 persons participating in its pension plan since

1950, more than 61,000 have received no benefits on leaving the company. Of
these, 3,680 had more than 10 years' service and 13,430 had worked at least five
years.
A joint union-employer trust plan: There is no provision for appeal procedure

when a benefit claim is denied.

[Prom the Washington Post, Apr. 1, 1971]

PENSION PLAN STUDY REVEALS BIG MAJORITY GETS No BENEFITS

(By George Lardner, Jr.)

The top-ranking members of the Senate Labor Committee warned yesterday
that only a relative handful of American workers will ever get a penny from
the $130 billion now ostensibly set aside for them in private pension plans.

Sens. Harrison A. Williams (D—N.J.) and Jacob Javits (R—N.Y.) pledged a
drive for effective government regulation of the funds at a press conference
called to outline the first results of a survey started last year. Williams is
committee chairman and Javits the ranking minority member.
The initial Senate study, confines1 to a limited sample of 87 pension plans,

showed that fewer than 500,000 of the 9.8 million workers covered since 1950
had received any kind of retirement benefits thus far.
In that 20-year period, 6.7 million workers left their jobs before retirement,

and of these, 3.9 million lost all their pension benefits. Included among those
who had to forfeit all claim to a pension were 125,500 workers with at least 15
years of service.
Williams called the findings illustrative of the "nightmarish problems" older

workers face in receiving adequate retirement income.
The major issue involved "vesting"—the worker's nonforfeitable right to

share in this pension fund even if he leaves his job before retirement.
Fifty-one of the 87 plans in the study, with assets of $10 billion, provide no

vesting at all or vesting only after at least 11 years of employment. In this
group, 92 per cent of the 5.2 million workers since 1950 left their jobs before
retirement received nothing. Of the 6.9 million who were or are covered, only
253,118 or 4 per cent had received any retirement benefits at the time of the
survey.
The other 36 plans, with $6 billion in assets, required 10 years or less for

vesting, but even here, the study found, 73 per cent of the 1.5 million workers
• who left early forfeited all their benefits. Of the 2.9 million workers covered

by these plans since 1950, only 242,510 or 8 per cent had gotten any pension
benefits.
"As things now stand," Javits protested, "only a relative handful of the

estimated tens of millions of American workers under private pension plans will
ever get anything."
Under legislation that he first proposed four years ago, workers would be

guaranteed 10 per cent of their earned pension benefits after six years with a
company and 10 per cent more each year after that.
Because of the high mobility of American workers, Javits said, more than

50 per cent would still give up their pension right under his proposal, a ratio
that he suggested the pension funds could live with.
Both he and Sen. Williams have also suggested minimum funding standards,

federal insurance, and safeguards against conflicts of interest and other unethical
practices. According to the Labor Department, there are now 42,670 private
pension plans in the natiOn covering 25 or more workers. They involve an esti-
mated 28 million to 30 million workers in all and their assets are growing by
$10 billion a year.
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The private funds, a recent SEC study showed, had assets of $128.6 billion
at the end of 1969, compared to $110.3 billion in all federal, state and local
programs, including Social Security. Tax-deductible payments by employers
account for an estimated 85 percent of all contributions to private retirement
plans.
The Senate study, which will take months to complete, is aimed at 1,500 rep-

resentative pension plans, but only about 1,000 have responded so far. Williams
hinted yesterday that subpoenas will be issued if necessary. Repeated instances
of questionable practices have already been uncovered, the study staff said
yesterday. Among them—

A major oil company in Oklahoma whose president is both trustee of its
$62.2 million pension plan and a director of the bank where the funds are
deposited.
A Midwestern cable corporation with $900,000 or 5 percent of its $1.7

million in pension fund assets invested in securities of the company. The
company president is both a member of the committee that administers the
plan and a director of the Missouri bank that invests the plan's funds.

A major mining company with pension plan assets of $33.3 million and liabil-
ities of $107 million for vested benefits. If the plan were to be terminated, many
of the workers would lose all or most of their pensions.
Pension plans granted tax exemptions by the Internal Revenue Service are,

on paper, prohibited from using their funds for the benefit of anyone but the
employees covered. But there are no criminal penalties for violators and the
most the IRS can do is to revoke the tax exemption, a step that would hurt the
beneficiaries most.

[From the New York Times, Apr. 1, 1971]

PRIVATE PENSIONS SCORFD BY STUDY—PANEL IN SENATE FINDS FEW WORKERS
GET ANY BENEFITS

(By Philip Shabecoff)

WASHINGTON, March 31.—Only a small fraction of American workers belonging
to private pension plans ever receive a penny in pension benefits, according to
a Senate subcommittee study released today.
The study, made by Senator Jacob K. Javits, Republican of New York, and

Senator Harrison A. Williams Jr., Democrat of New Jersey, indicates that a
majority of workers in pension plans forfeit all benefits by leaving their em-
ployer before retirement age.

Senator Javits, who has introduced a sweeping pension reform bill, described
private pension plans as "a major American institution built upon human dis-
appointment. It is a shocking thing."

Senator Williams pointed out at a briefing on the study that private pension
plans in the United States involve assets of $130-billion and have 30 million
participants.
He said that data released today represented a preliminary study and that a

full report on pensions would be made after hearings to be held soon by his labor
subcommittee.
"In recent years, older workers in retirement have faced nighmarish problems

in receiving adequate retirement income," Senator Williams said. "For many
of them the specter of sudden layoff or job termination represents more than
the loss of present income. All too frequently it can also mean the loss of credits
built up from long years of service—credits that can never be retained even
with a new job."

"VESTING RIGHTS"

The study deals with the problem of "vesting rights"—rights by a worker to
a share in the pension fund even if he leaves his job.
According to Senator Javit's staff, the overwhelming majority of private

pension funds have no vesting rights.
A part of the study that surveyed 51 pension plans with total assets of $10-

billion—but with no vesting rights or rights that began only after 15 years
or more—showed that of 5.2 million participants who left their employers since
1950, only 253,000, or about 5 percent, have actually received any pension bene-
fits. A total of 6.9 million people participated in the plans, but 1.7-million of these
are still working.
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The remaining 95 percent participants forfeited all rights to pension benefits
by leaving the particular employer before retirement age or before they stayed
at the company the 15 years or more needed to acquire vesting rights.
Under the prevailing system in most pension plans, these workers lost all

the money paid by employers to the pension fund, even if those payments were
part of the employes' compensation, Senator Javits pointed out.
Senator Williams added that in many cases the worker can lose even his own

contribution to the pension fund.
Another survey that is part of the subcommittee study encompasses 36 pension

plans with assets of $6-billion that offered vesting rights after 10 years. Workers
are shown to have done somewhat better under this plan.
Of 1.4 million workers who have left employers covered by these plans since

1950, 242,000, or about 16 percent have received pension benefits. This was more
than three times the number of workers who received benefits with no vesting
rights or only long-term rights, but it was still a minority of all the workers who
had paid the plans, Senator Javits observed.

UNUSED FUNDS "PILING UP"

The Senator said that a variety of things were done with money that was not
paid out the money that was not paid to workers as pensions.
Much of it was simply "piling up" in banks as frozen assets, he said, adding

that in some cases employers had just ceased paying pensions. Because so much
money piled up, he said, there was a "temptation to use the money for lush
expenses."
The study did not name specific employers. "The system" is guilty of the pen-

sion wrongs to workers, Mr. Javits contended.
The study presented several case studies of misuse of pension funds. It noted,

for example, that one, "cable corporation in the Midwest" had invested more
than half of its pension plan assets in its own corporate securities. The same
company had also spent a third more on costs to operate the plan than it did
on benefits.

[From the Christian Science Monitor, Apr. 7, 1971]

REGULATION PROPOSED—SENATORS To PROBE PENSION PROGRAMS

(By Philip W. McKinsey)

WASHINGTON.—A high-powered Senate subcommittee is cranking up an in-
vestigation of the way private pension plans operate.
It is not a small question. There are some $130 billion of assets in pension

plans nationwide.
And what a Senate labor subcommittee, headed by Sen. Harrison Williams (D)

of New Jersey, with the strong backing of Sen. Jacob Javits (R) of New York,
wants to look into is how few people actually get pensions they expect to get.
It draws now on a survey of pension plans which suggests a need for stronger

regulation of what Senator Williams calls the "most unwatched and unregulated
reservoir of money" in the United States.
Senator Williams already has singled out an example of a "man with 281/2

years continuous employment at a paper mill" who lost all his pension rights. And
he cites another man of 64 with 15 years at the same company who was laid
off and discovered he was one year short of eligibility for full pension benefits.
"As things stand now, only a relative handful of the estimated tens of millions

of American workers under private pension plans will ever get anything from
the plans on which they now stake their futures," Senator Javits said.

WIDE INQUIRY MAPPED

The subcommittee has about $500,000 to conduct its inquiry and expects to
put 15 staffers at work to dig out and publicize what Senator Williams terms
"horrible examples" of pension problems. Public hearings will be held this spring
and summer.
Mr. Williams says he has "reasonable hopes for legislation" from Congress

this year or next. As he and his aids now view it, the most likely new law will
focus on centering fiduciary responsibility on the trustees of some 34,000 pension
funds, increasing their liability for violation of rules of conduct covering con-
flicts of interest, graft and mishandling of funds.
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The subcommittee last year sent out a detailed questionnaire to 1,500 pension-
fund managers—whose funds cover about 16 million employees—and the ex-
amples being cited by the Senators now come from this sample.
Data from this study comes from only 87 plans which responded fully to the

questionnnaire. But committee officials say that this provides enough informa-
tion to conclude that a great number of employees wind up with no pensions
despite years on a job for a company with a pension plan which supposedly
benefits employees.
From this survey the committee analyzed two types of pension plans. One

group provided no vesting at all, or vested right after 11 years of service. The
second provided vesting with 10 years of service or less.

BILL SEEKING REGULATION

In the former group were 51 plans, covering 6.9 million participants since
1950, of which 5.2 million employees had left the "scope" of the plan, and of
which only 5 percent received any benefits.
Senator Javits has introduced a bill which would set up a Securities and Ex-

change Commission-type body to regulate pension plans.
Of the group turned up in the committee's survey he comments, "If my bill

had been law, the 719,688 workers (each with more than five years of service)
. . . would have received something, instead of nothing, from the $10 billion
piling up in those plans for the past 20 years. Instead, of those who left em-
ployment under those plans in the last 20 years, only 5 percent got something
while 95 percent got nothing."
The second group of 36 plans with vesting provisions for 10 years of service

or less covered 2.9 million participants since 1950, of which 1.5 million left the
scope of the plans during that period. Of this total, 73 percent forfeited bene-
fits, with 16 percent receiving benefits.

Senator Williams acknowledges that these figures come from a limited sample.
But he points out that complete analysis will take some time since about a third
of the 1,500 trustees sent questionnaires have not responded at all, and many of
the respondents did not provide complete answers.

JAVITS URGES ACTION

The Javits bill would provide—
Some pension benefits to any employee after six year, with full benefits

after 15 years of service. It would require minimum funding—with contri-
butions sufficient to establish actually sound reserves—to assure that funds
are solvent and able to pay for benefits.
A federal insurance program to pay benefits even if an employer goes out

of business.
A system of portability allowing an employee to take his pension from

one job to another.
Rules and penalties to deal with graft and mishandling of funds.
Establishment of a U.S. pension and employee benefit commission to ad-

minister the rules.

[From the Wall Street Journal, Apr. 1, 1971]

SENATE LABOR PANEL ARRANGING HEARING ON PRIVATE PENSIONS—WITNESSES To
BE CALLED To BOLSTER INQUIRY SEEKING To ESTABLISH NEED FOR PENSIONER
PROTECTION

WASHINGTON.—The Senate Labor Committee has begun preparing for hearings
on the need for legislation giving more protection to participants in private pen-
sion plans.

Sen. Harrison Williams (D., N.J.), committee chairman, said witnesses will be
summoned to the hearings to explore "some of the problems not suitable to analy-
sis" as part of the committee's current statistical study of 1,500 private pension
plans.

Preliminary results from questionnaires received from more than 1,000 of the
plans were made public yesterday by Sen. Williams and Sen. Jacob Javits (R.,
N.Y.), the ranking Republican on the committee.
"As things now stand," Mr. Javits declared at a news briefing, "only a relative

handful of the estimated tens of millions of American workers under private
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pension plans will ever get anything from the plans on which they now stake
their futures. And the solution is a minimum standard of vesting."

Vesting refers to how much service an employe must have to gain a non-
forfeitable right to a share of a pension fund even though his employment is
terminated before he reaches the usual retirement age. The preliminary data re-
leased by the committee was divided into two categories, depending on the vest-
ing provisions of the plans.
Among 51 plans established before 1950 where employes are vested after 11 or

more years of service, the committee's study found only 5% of the active partici-
pants who've dropped out in the past 20 years have received "any kind of

• normal, early or deferred" benefits. Of the 6.9 million participants in the 51 plans
since 1950, 5.2 million had "left the scope" of their plan for one reason or another;
the rest were still covered.
The second category involved 36 plans that have a vesting requirement of 10

years or less. The study found that 16% of the 1.5 million participants who have
• left the plans since 1950 have received any kind of benefits. The total number of

participants in the 36 plans since 1950 was 2.9 million.
The administration is considering submitting pension reform legislation this

year that would set certain vesting requirements, among other thing. Presumably,
the administration's proposal, if introduced, will be examined during the com-
mittee's planned hearins.

Several pension reform bills already have been introduced in the Senate and
House.

[Condensed from Harvest Years, April 1971]

WHAT You SHOULD KNOW ABOUT YOUR PENSION

Each year, thousands of Americans who think they are "covered" fail to get
the retirement benefits they've been counting on. Here's why.
Week after week despairing letters stream into Congress and the Labor De-

partment from people who have suddenly discovered that their long-expected
pensions have evaporated into thin air. Last April, George P. Shultz, then Secre-
tary of Labor, told a Congressional committee that an estimated one third of all
employes currently covered by private retirement plans "will never receive a
pension." According to this calculation, nearly nine million of the 26 million
Americans now enrolled in these plans will lose out.
The crunch in large part comes because only a minority of workers spend a

lifetime or even 20 years with one employer. In a dynamic, innovative economy
it is quite common to change jobs three or four times in a working career of 40 to
45 years. No personal instability is involved, merely an individual's desire to
better himself, or the need to shift because technological change has wiped out
old jobs. In recent months, too, because of the recession as well as budgetary cut-
backs in the defense and aerospace industries, a great many people have lost their
jobs before they could nail down their pension rights.

Clearly, there are major flaws in this country's system of private pension plans.
Among them:
Inadequate "vesting" provisions. Vesting is the non-forfeitable right to a

pension that an employe retains when he leaves a job prior to retirement age.
Generally, it is a deferred right—the worker draws the pension when he reaches
60 or 65—and it is less than a full pension, its amount depending on his length
of service. According to a recent Bureau of Labor Statistics study, 23 percent of
pension plans offer no vesting—which, of course, means that a worker has to
stay on the job until retirement age to be assured of a pension.

Moreover, only 34 percent of plans give vested rights after five to ten years'
service—an excellent provision—whereas 30 percent require 11 to 15 years and
nine percent 16 to 20 years. (In many of these plans an employe has to attain
a certain age—often 40 or 50—before he can be vested.)
Business disasters. Expectations of a pension can be cruelly thwarted not only

because employes change or lose jobs before they qualify; some workers are vic-
timized because their employers go out of business before they can put enough
money in the pension fund to meet all its obligations. The best-known disaster
of that kind befell employes of the Studebaker Corporation, which stopped auto-
mobile manufacturing at its South Bend, Ind., factory in 1964. Studebaker had
instituted a pension plan in 1950, but by the time the fund was formally termi-
nated and retirees were compensated through the purchase of annuities, the money
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left in the pot was grievously inadequate to satisfy all the vested claims. The

solution: each man got 15 percent of what he was entitled to, in lumpsum settle-

ments that ranged from $200 to.$1600. Most of these workers were in their early

50s and had only a remote chance of qualifying elsewhere for a pension.

The United Steelworkers of America, which has about a million members

covered by pension plans, has within the last five years seen over 70 pension funds

founded because of plant shutdowns, bankruptcy or merger. A Department of

Labor study showed that 4259 pension plans were terminated from 1955 through

1965—affecting some 225,000 employes. Some of these plans had a fair amount

of money in the till, and some of the workers were transferred to plans in merged

corporations. Nonetheless, many thousands of workers each year were victimized.

Unethical conduct. Another threat to employes' pensions comes from the loose

standards which govern the plans. In theory, a pension fund is set up solely in

the interest of its beneficiaries. In practice, there are innumerable opportunities

for the company or the plan trustees to manipulate the fund for their own private

advantage. In one celebrated case, corporate officers of a holding company were

also the trustees of the pension fund of their principal operating company. They

used pension-fund money to purchase the stock of the holding company, thereby

supporting its market price when it was declining. During this same period, the

trustees were prudently selling blocks of their own stock in the company. At the

end of a two-year period, the fund took a loss of more than $1.6 million in these

over-valued securities. There was nothing illegal in this operation. It was simply

unethical.
Pension funds have also been known to pay their trustees enormous sums for

their services. One large corporation had 16 pension and profit-sharing plans,
administered by fi,;re trustees. In one year, the trustees received $300,000 in fees

from the 16 funds. Their duties could not have been too onerous, however, for the

funds also paid $130,000 to a separate corporation to handle their investments

and administer the benefit plans.
What can be done? The problem has been under study for years, and both

Republicans and Democrats have introduced legislation to eliminate abuses and
inadequacies. Among the proposed remedies are mandatory vesting after ten
years, and "graded vesting" (already in existence in many of the better pension
plans), whereby vesting starts, say, after the sixth year of employment and in-
creases by ten percent a year thereafter, so that the employe is half vested after
ten years, fully vested after 15.
Another suggested solution involves "portability," which allows employes to

transfer credits from one pension plan to another as they shift jobs. Such reciproc-
ity in the transfer of pension credits already exists between a number of multi-
employer pension plans. Though portability is a useful device, most experts
believe that it involves many technical problems, and that adequate vesting pro-
visions will achieve a similar result, enabling a worker to retire with two or three
reduced pensions.
Improved funding standards have also been proposed, to ensure that the em-

ployer continues to put enought money in the pot each year so that if the plan
were terminated it could pay off all its pension obligations. To solve the problem
of a company going out of business prior to full pension-plan funding, a federal
insurance program has been suggested, similar to the nearly 40-year-old program
that insures bank deposits. (Premiums would be paid by the pension funds,
just as banks pay premiums to the Federal Deposit Insurance Corporation.)
Requirements for vesting, funding and insurance are contentious matters.

however. Employer groups like the U.S. Chamber of Commerce oppose mandatory
provisions largely on the ground that the additional financial burden will restrain
the creation of new pension plans. Labor is of divided mind on the issue. The
steelworkers and auto workers have strenuously campaigned for vesting, fund-
ing and insurance, while the International Ladies' Garment Workers' Union and
the Amalgamated Clothing Workers, which have long sponsored multi-employer
plans, have vigorously argued that the cost of the proposed reforms would be
onerous for their modest-sized and often hard-pressed employers and would
force a reduction of already small pension benefits—$75 and $85 a month in the
case of the ILGWU. Like the garment unions, the AFL—CIO maintains that in
multi-employer plans, 25- or 30-year funding is unnecessary, for with many
hundreds of employers putting up the money, the demise of any particular em-
ployer would not imperil the fund.
The view has merit and, in at least one proposal, a multi-employer plan which

is clearly not dominated by any one employer would be exempt.
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Less controversial proposals involve stricter standards under which "self-
dealing" would be outlawed. Pension-fund trustees would be held to standards
similar to those that apply to the trustees of an estate. Any deviation from such
behavior would compel the trustees to make up losses suffered by a fund and, in
the case of willful delinquency, criminal penalties could be imposed. Annual
reports would have to be filed with the Labor Department providing for more
detail on fund investments than is now required.
The Nixon Administration is strongly on record for a fiduciary standards and

disclosure bill, and there will be an energetic push to pass reform legislation in
the new Congress. But even now there are a few important steps you can take
to protect your pension:

1. Study the details of your pension plan. Benefits have often been lost through
ignorance. If the plan requires 15 years' service and attaining the age of 42 for
vesting, don't make the mistake of leaving when you're 41.

2. See if there are any hidden gimmicks in the plan. Sometimes an ex-employe
is denied vested rights in a pension if he goes to work for a competitor.

3. Check occasionally with the personnel office to make sure that there are no
errors about your length of service. It is easier to correct mistakes soon after
they occur than when you are on the brink of retirement.

4. If you have a vested right in a pension, get a written statement from the
pension fund as to your equity when you leave your job. Don't wait until you
retire.

Foresight can save a lot of woe. But in the end Congress will have to act if
the pension rights of millions of Americans are to be protected.

[From the Washington (D.C.) Post, Nov. 24, 1970]

LAPSES BY HUGE PENSION FUNDS BRING CRIES FOR GREATER CONTROL

(By Ronald Kessler)

For 41 years, Charles N. Evelyn worked for a newark, N.J., chemical factory as
a mechanic. As part of his compensation, Evelyn was promised a pension of
$100 a month when he retired at 65.
At 63, Evelyn was laid off when the firm was acquired by a larger concern.

Because he was not working for the company when he turned 65, EVelyn became
ineligible for the pension he had counted on for years.
"I never thought it could happen," says Evelyn, now 75 and subsisting on

social security. "I thought the money was secure as a bank account."
According to increasing criticism of retirement plans by congressmen and

federal officials, such cases occur because pension funds remain one of the least
regulated—and least understood—financial institutions in the country.
"There are vast sums of wealth being built up in this country (by pension

funds) that are litttle-noticed and over which there is little control," says Rep.
Martha W. Griffiths (D-Mich.), chairman of the Joint Economic Committee's
Fiscal Policy Subcommittee.
Sen. Jacob K. Javits (R-N.Y.), who has introduced numerous bills to regulate

the funds more closely, estimates "a large proportion" of workers covered by
pension plans "never receive any benefits, often even after long years of service."
The exact number of such instances is not known.
Defenders of pension systems, such as the U.S Chamber of Commerce, argue

that the tremendous growth of pension coverage would not have been possible
under strict government regulation and that abuses have been minimal. More
than one in two American workers are now covered by a pension plan, and some 10
million persons receive benefits.
The majority of pension funds are run fairly and prudently. But each year

thousands of workers report that their promised pensions, for one reason or
another, have vanished.
Evelyn found that the restrictive rules of his company's pension plan wiped

out benefits if an employee was laid off, fired, or quit before he turned 65.
Some workers learn too late that their employer has not placed enough money

in the pension fund to cover benefits if the company becomes bankrupt.
Still other are victimized by companies and unions and irresponsible investing

by unions and companies that run pension funds, affecting both the beneficiaries
and society.
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RECENT DEVELOPMENT

The growth in pension funds is a relatively recent development. Although the
first formal pension plan was established in this countdy in 1875 by American
Express Co., employer provisions for retirement security remained a novel experi-
ment in labor relations until World War II, when wage controls clamped a lid
on salary increases—but not on such fringe benefits as pensions.
Aided also by tax concessions and a 1949 Supreme Court ruling allowing labor

unions to negotiate pensions under collective bargaining laws, pension fund assets
grew from $7 billion in 1940 to $108 billion in 1960, including funds run by com-
panies, unions, insurance companies, and state, local and federal governments.
In the past 10 years, pension assets have more than doubled to $240 billion, an

amount equal to about a third of the gross national product, a compilation of
government figures shows. (The figure includes $34 billion in social security
assets.) The money represents one-eighth Of all the savings held by individuals
in checking and savings accounts, stocks and bonds, and life insurance policies.
One out of 10 shares traded on the New York Stock Exchange is owned by a
pension fund.
Because of the tax concessions and forfeitures by employees who leave com-

panies before they become eligible for a pension, an employer who contributes
$100 a year to an employee's pension fund provides the workers with an annual
income after 40 years' employment of about $2,300.

If the same money is given as salary and placed by an employee in a savings
account earning 5 per cent interest, his annual annuity after the age of 65 would
be only about $800, according Edwin F. Boynton, an actuary for the Wyatt CO.,
a large pension consultant.
In addition to tax advantages to the employee (he does not pay taxes until he

begins receiving the money, when he is probably in a lower bracket, and invest-
ment income of the fund is not taxed), the employer's contribution to the pension
fund is tax-deductible.

EASY TO START

Starting a pension fund is relatively easy. To get favorable tax treatment, the
Internal Revenue Service requires filing of a special form stating that the money
will be used solely for the benefit of employees and listing financial details.
Only about 1,000 of some 115,000 such forms on file are examined by IRS agents
each year, according to former IRS Commissioner Sheldon S. Cohen. However,
corporate pension plans are examined when the companies are examined, the
IRS says.
Pension funds must also file annual statements with the Department of Labor

disclosing overall financial data but not individual investments.
Unless pension fund administrators violate criminal embezzlement statutes,

experts say, these requirements essentially constitute the extent of regulation
of the pension industry—a situation many critics find disturbing.
"There's no reason why pension funds should not be as well-regulated as banks

and insurance companies; the security of the money is just as important," says
Paul P. Harbrecht, professor of law at York University in Toronto and author of
"Pension Funds and Economic Power."

FUNDS NOT AUDITED

Unlike bank accounts, critics say, pension funds are neither audited nor insured
by outside agencies. Employers are not required to place enough money in the
funds to cover benefits promised should the company become bankrupt or simply
close down. If the company does dissolve, it is not liable for the obligations of its
pension fund.
In 1963, for example, some 4,000 employees of Studebaker Corp.'s South Bend,

Ind., plant found that their pensions amounted to little after the factory closed
down. There was not enough money in the fund to pay benefits, although Stude-
baker had honored all its contract obligations. Men who had worked for the
company for 30 and 40 years got 15 per cent of their promised pensions; Inn ny
others received nothing.
"In all too many cases," Thomas R. Donahue, a former Labor Department

assistant secretary testified in Congress two years ago, "the pension promise
shrinks to this:
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PENSIONS ARE LOST

"'If you remain in good health and stay with the same company until you
are 65 years old, and if the company is still in business, and if your department
has not been abolished, and if you have't been laid off for too long a period, and
if there is enough money in the fund, and if that money has been prudently
managed, you will get a pension.'"
Exactly how many workers lose pensions and for what reasons is unclear.

Former Labor Secretary George P. Shultz estimated before a House Labor
Subcommittee last April that one third of the 30 million workers covered will
never receive a pension.
Between 1955 an 1965, the Labor Department concluded, about 225,000 workers

were affected by pension plans that terminated because of bankruptcies or
mergers. However, the figures do not include partial plan terminations and work-
ers whose pension coverage was renewed by an acquiring company.
The Labor Department receives about 1,000 letters a year complaining of

Pr
individual cases of alleged pension fund unfairness or default.

11,

•

RANGE OF PROBLEMS

To many, the confusion over the figures illustrates both the lack of knowledge
about pension funds and the wide range of problems to which they are heir.
For example, Shultz's estimate on the loss of pensions is based primarily on

only one type of loss—those caused by restrictive rules.
These rules frequently deny benefits to workers unless they are employed by

their same company at the age of 65, when they begin receiving benefits. The
result is lower contributions to the pension fund by the employer, because of the
many forfeitures by workers who leave, die, or who are fired before 65.
Sen. Javits and others who have studied pensions maintain that a worker

should receive some rights to benefits—pro-rated for years of service—after work-
ing for a company for five or 10 years. Such provisions, called vesting, already
are offered voluntarily by many pension funds, particularly those run by the
largest companies.

Legislation to require vesting universally was among the key recommendations
of the President's Committee on Corporate Pension Funds, appointed by John F.
Kennedy in 1962.
When the report was finally issued in 1965, President Johnson was dissuaded

from endorsing legislation to implement the proposals by Henry Ford II, chair-
man of Ford Motor Co., who argued in several personal appeals that further gov-
ernment regulation would hamper growth of pension funds and alienate the busi-
ness community, according to Rodney W. Markley, a Ford vice president in Wash-
ington, and high government officials. A bill was finally backed by the Labor
Department without White House support.
The 1965 report generated additional bills to deal with another area of con-

gressional and governmental concern: handling of pension fund money.
Through the years, any number of financial irregularities have been uncovered

in various pension funds, often in those run solely by unions.
"You don't have an adversary system in a union pension fund," the pension

negotiator for one large manufacturing union explains. "It's disloyal for a union
member to question his officers about pension money."
Pension funds jointly administered by union and management representatives

"normally end up being run by the union because the employer knows he will
have to face those (union) guys across the bargaining table, and the union officials
usually outlast the company executives assigned to represent management on the
fund," says a Federal Bureau of Investigation agent who specializes in pension
fund cases.
What can happen the agent says, is that "people who can't get loans elsewhere

because of their backgrounds or the purpose of the loan get them from union
pension funds by paying kickbacks. This jeopardizes the fund, because the invest-
ments are marginal. And it leads to further corruption."
Indictments are expected within the next month by a Chicago federal grand

jury investigating $11 million in loans by pension fund of the Journeyman
Barbers, Hairdressers, Cosmetologists & Proprietors' International Union of
America (AFL-CIO). According to a grand jury report, $3 million of the loans
are de'inquent to the pension fund. Thomas A. Shaheen Jr., who lived until re-
cently in Chevy Chase, has been arrested in connection with one loan of $350,000
to a Chicago dry cleaning firm.
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PAYMENT DEMANDED

A complaint signed by U.S. Attorney William J. Bauer alleges Shaheen de-
manded payments over seven years of up to 42,800 in return for Shaheen's help
in securing the loan. An affidavit filed with the complaint stated $14,000 was
paid to a Washington company 85 percent owned by Shaheen's wife, Evelyn.
David L. Green & Sons, the dry cleaning firm, recently went out of business, and

the loan is in default.
Other loans were made to business interests of Lammot du Pont Copeland Jr., a

partner in several ventures with Shaheen. Copeland, son of the chairman of the
E. I. du Pont de Nemours & Co., recently startled the business world by filing
for protection under the federal bankruptcy laws.
This month, a former auditor of the International Brotherhood of Teamsters'

Central States, Southeast, and Southwest Pension Fund was convicted for a
kickback arrangement.
Testimony at the trial indicated Mid-City Development Corp., a Detroit real

estate company, obtained an increase on a loan from the pension fund from
$1,050,000 to $2,500,000 by paying a kickback of $10,000 to Herbert Itkin, a New
York mortgage broker who has been prosecution witness in several prominent
criminal cases.

MAFIA CONNECTION

Terms of the transaction were arranged by Mafia operatives in Pittsburgh,
testimony at the trial indicated.
Two years ago, the New York State Investigation Commission charged that

members of a crime syndicate control New York locals of the Mason Tenders
Union and its welfare and pension fund.
Among those to be close to the union were Michele Miranda, a reputed Mafia

chieftain who attended the 1957 Appalachin underworld meeting, and the late
Carlo Gambino, who allegedly headed one of New York's five Mafia families.
New York State filed suit to seize control of the union's $19.6 million in pension

and welfare fund assets, charging that the trustees' operations might present a
"financial hazard" to the beneficiaries. Among items cited by the department were
about 40 instances of apparent fraud, many involving alleged overpayment of
benefits and insurance premiums.
The case is still pending in court.

1968 CASE

A 1968 Senate Labor Subcommitte investigation concluded that current laws
gave no grounds for prosecuting the case of a New York Teamsters local official
who quietly diverted the entire assets of one pension fund to foreign companies
controlled by him. The money—$47 million—was returned by the official. George
Barasch, after the Subcommittee publicized the case.
One of the most publicized union pension fund perculiarities is the insistence of

the United Mineworkers of America on keeping as much as $70 million from its
pension and welfare fund in an interest-free checking account at National Bank
of Washington, which is 75 percent owned by the union.
The latest balance, according to congressional investigators, was $26 million,

representing an annual loss at simple 5 percent interest at $1.3 million. Officials
of the union say the practice is followed to keep the money readily available for
a strike.
Some pension fund administrators make loans to themselves or to their com-

panies, frequently when the transactions would be too shaky for a traditional
lender, or engage in other self-dealing.

Several years ago, Labor Department officials have said, some McCrory Corp.
officers who also were trustees of its pension fund purchased shares of the New
York retailing company's stock for the fund while they were selling their own
shares in the company. When the fund stopped buying the value of the stock
dropped to a third of its previous price, reducing the pension fund's assets by
more than $4.5 million.

HOTEL MORTGAGE

The temporary deflation in value did not affect employee benefits, but workers
at other companies have not fared so well.
For five years, employee contributions to the profit-sharing fund of a Chicago

hotel exceeded employer contributions. In 1965, more than a third of the fund's
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assets were invested in a third mortgage to the hotel at a low interest rate and an-
other loan to the hotel operator, the Labor Department says.
The hotel went bankrupt in 1967, and the mortgage "appears to be worthless,"

the department concluded.
Pension funds, unlike banks, sometimes fail to subject administrators of the

funds to rigorous checks before they are hired.
Two years ago, New York City hired a securities analyst to manage $39 million

in annual stock market investments made by the city employees' pension fund
without checking his resume.
Subsequent investigation by New York County District Attorney Frank S.

Hogan and the city investigation commission revealed the analyst, Issac Glick-
* man, succeeded in taking responsibility for stock investments away from Chase

Manhattan Bank and placing it in his own hands. Official sources say some stock
broker reported Glickman knew little about the stock market and its terms.
Others claimed he was a genius. By buying and selling huge blocks of stock,
Glickman made more commissions for stockbrokers than Chase had made in
18 months.

V,

•

BRIBE CHARGE

Glickman was indicted less than a year after being hired for accepting a $700
bribe from a former salesman of Shearson, Hammill & Co. and new issues of
common stock from a former member of Goodbody & Co., both New York stock
brokerage houses, allegedly in return for referral of city pension fund business.
Glickman pleaded guilty this month to accepting unlawful gratuities. He will

be sentenced next month.
Glickman declined through his lawyer to comment on his case.
His superior, Eugene L. Sugarman, former third deputy comptroller, was

subsequently indicted for allegedly taking $88,000 in bribes for recommending
approval of mortgage loan applications made to the city pension fund. Sugarman
has denied the charge.
Many of the 15 pension bills introduced in the last session of Congress would

attempt to reduce the incidence of financial irregularities by imposing "fiduciary
standards" on administrators of pension funds, requiring fuller disclosure of pen-
sion plan operations, and mandating annual audits by independent accounts of
pension money.
"Fiduciary standards" would require plan administrators to make prudent

investments solely in the interests of employees, as outlined in trust law prece-
dents. And persons convicted of certain crimes would be barred from serving as
a pension administrator for five years from the end of imprisonment.
The measures are supported by President Nixon.

OTHER PROVISIONS

Other bills would establish a new regulatory agency to supervise pension funds,
insure pension funds in case of company bankruptcies, require the funds to invest
specified amounts in housing, and restrict pension fund investments to 1 percent
or less of the company's own stock.
The administration has not yet taken a position on these proposals.
Chamber of Commerce spokesman E. S. Willis contends measures, including

vesting standards, "would generate unnecessary costs, create a huge and costly
new bureaucracy, reduce flexibility in pension and related fringe benefit plan-
ning, tend to limit free collective bargining, and inhibit private pension growth."
The chamber supports the administration-backed bills.
Rep. Wright Patman (D-Tex), chairman of the House Banking and Currency

Committee, who introduced bills to funnel more pension money into low-income
housing, argues that the funds' growth has been achieved largely because of
government concessions. The tax loss from employers' deduction of pension con-
tributions alone is roughly $4 billion a year, according to Isadore Goodman,
chief of the IRS Pension Trust Branch. Some unions in construction trades in-
vest as much as 60 percent of their pension assets in housing, mostly govern-
ment-insured.
Others counter that pension administrators' first obligation is to beneficiaries of

the pension plan.
"The fiduciary is under a responsibility to get the highest yield, and we believe

that over the long-term stocks provide a better yield than fixed investments
(such as mortgages )," say George M. Lingua, senior vice president in charge of
the institutional investors division of New York's First National City Bank,
the fourth largest trustee of employee retirement plans.

66-500 0-71-,—pt. 1-8
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CONFLICT OPPORTUNITIES

Many bankers and pension administrators believe pension funds that invest
heavily in the stock of the fund's own company present opportunities for conflict-
of-interest and place employees in double jeopardy: if the company becomes
bankrupt, the pension assets are worthless.
The 1965 President's committee recommended that such investments be re-

stricted for both pension and profit-sharing plans from the requirement on the
theory that these plans are founded with an element of risk.
The profit-sharing plan of Sears, Roebuck & Co. is frequently cited as a classic

example of a fund that invested successfully in the stock of the employer. More
than 80 percent of the fund's assets are in Sears' stock and its rise in value
has enabled $6,000-a-year employees of Sears to retire regularly with lump-sum
payments in six figures. About 85 percent of the assets of The Washington Post's
profit-sharing plan are also invested in the stock of The Post.
As pension funds have grown, they have invested an increasing proportion

of their assets in stocks of all types. While the value of stock listed on the New
York Stock Exchange doubled in the past decade, private pension plan invest-
ment in NYSE shares increased four-fold, and state and local pension fund in-
vestment soared 10-fold.
With the shift has come increasing concentration of control of pension fund

investments at relatively few banks with large trust departments. Four New York
banks managed 40 percent of the pension money in the country in 1968, a House
Banking Committee study found.
The buildup of funds has caused concern among securities industry and gov-

ernment officials. The Securities and Exchange Commission is conducting an in-
stitutional investor study to determine, among other things, if tighter controls
on pension fund investments should be legislated by Congress.

[From the Chicago Tribune, Mar. 21, 1971]

RETIREMENT DREAMS BECOME TRAGEDIES IN "PENSION HOAXES"

(By James Strong and Ronald Koziol)

[First in a Series]

The American dream of retirement with a comfortable income and freedom
from financial worries may only be a myth for millions of workers covered by
private pension plans.
Of the more than 28 million workers participating in retirement programs

with assets of roughly $130 billion, between a third and a half may become
victims of the so-called "pension hoax" described by the many pensioners who
have been left virtually penniless by unscrupulous employers, union leaders and
pension fund administrators.
THE TRIBUNE has learned of many such cases in an investigation of the mount-

ing problem.
JUST THE BEGINNING

Recent federal indictments following wholesale looting of union and pension
funds of the United Mine Workers and the Barbers Union only scratch the sur-face of fund abuses.

Senate probers are quietly conducting a detailed investigation into the legal
looting of company, union and jointly administered pension programs with aneye toward seeking Congressional action this year to protect retirement securityfor the aged.
Results of the Senate inquires are expected to be disclosed soon. TRIBUNE

reporters have uncovered widespread abuses that have been allowed to con-tinue because present federal and state laws and enforcement powers are
inadequate.
Unchecked abuses include embezzlement, deals between unions and kickbacks,

mismanagement and schemes to withhold pensions thru eligibility requirements
that are excessively strict.
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FIND EXAMPLES IN FILES

TRIBUNE reporters unraveled examples of pension fund abuses from records
on file with the Department of Labor. The pension fund records are submitted
to the department under provisions of the Welfare and Pension Act of 1958, an
act which does little more than require disclosure. It provides only limited
authority to investigate possible abuses.
Among the examples found were:
A Texas trailer manufacturer borrowed heavily from his employes' fund just

before the company went bankrupt.
A company-appointed trustee of a Chicago manufacturing company put

$250,000-69 percent—of the assets of the employe pension fund into the com-
pany's preferred stock. In a year, the stock was worthless and the fund's assets
had shrunk to $13,500.

EQUIPMENT RENTAL SCHEME

ir A Midwest hotel chain, whose executives administer the pension plan, saves
the cost of buying air conditioners and television sets by first purchasing the
equipment thru the fund and then renting the equipment from the fund at very
low rates.
Such loose control of pension funds has let to murder. Two members of a

painters' union local in San Francisco, Dow Wilson and Lloyd Green, were
killed by trustees to cover thefts from union pension funds.
The trustees, later convicted and sentenced to prision, also made questionable

loans from the fund.
A plumbers' union local in Ashbury Park, N.J., anxious to gain control of

$720,000 in pension fund assets, paid the insurance company administering the
plan $66,000 in penalties to regain control of the assets.

MOST SCHEMES ARE LEGAL

Most sophisticated plans to loot pension funds or swindle pensioners' retire-
ment funds are legal. As a consequence, agencies of the Department of Labor
and Justice and the Internal Revenue Service are helpless to aid victims, said
Frank Castaneda, a special investigator for Labor's welfare and pension fund
branch.
"Sure, we see the continued abuses of pension funds but we can't do a thing

about them," Castaneda said in an interview. "We have no powers to inves-
tigate and even if we did, there are no laws to stop abuses."
Castaneda noted that the great majority of pension plans are above criticism

but he said far too many abuses involving unsuspecting workers have come to
light in recent years.
There now are 158,000 private pension plans in effect in the United States.

The funds' $130 billion in assets are virtually unregulated.

• 225,000 LOST PENSIONS

During a study conducted from 1955 to 1965, 4,300 pension plans affecting
225,000 persons were terminated. Presently, 500 plans, affecting about 25,000
workers, are cut off each year.

• Of the 4,300 terminations, 44 percent occurred during financial difficulties
when pension funds were likely to suffer losses, said Thomas Donahue, a former
assistant secretary of labor.
There are no records available to determine how many, if any, victims of pen-

sion plan terminations received a share of the funds.
"Too often victims never knew anything about their pension plan, who ad-

ministered it, eligibility, how much they would be entitled to, or if there was
any money in the fund," Castaneda said.

JAVITS HITS SLOW ACTION

Seri- Jacob Javits (R., N.Y.) said in a statement that he believes there has
been "a marshalling of forces aimed at frustrating pension fund reform
legislation."
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"These forces, which include substantial segments of the business community
and even some international unions, are quite formidable and it will require
great unity and perserverence on the part of many, including the trade union
movement, if effective reforms are to be realized," he said.
The workers hardest hit at retirement age by pension fund abuses are those

involved in industries with high employe turnover. These workers often are
women, low income earners and members of minority groups employed in un-
stable industries.
These workers frequently change jobs, forfeiting rights to pension contributions

they made to company or union funds in lieu of wages.

HITS WHITE COLLAR WORKERS

As a result of the present financial climate, large numbers of white collar
workers have discovered the problems of pension loss or denial for the first time.
"This is no longer a blue collar problem alone, but one that crosses all color

lines, classes and income levels," Michael S. Gordon, special minority counsel to
the Senate Labor Committee, said in an interview.
He said skilled technicians and executives nearing 40 affected by cutbacks in

military and aerospace industries are concerned as much about employment
with adequate pension benefits as they are about finding jobs.
Sen. Harrison A. Williams Jr. (D., N.J.), a leading proponent of pension

reform legislation, gave a summary of what he said was the average worker's
chances of getting a retirement pension from a private plan:
"IF you manage to get a job with a company that has a private pension plan,

IF you stay with that same company [in some cases, same industry] for 25 years
without being laid off or discharged, IF you survive to age 65, IF the company
does not go out of business and IF the pension fund does not suffer loses in its
investments—you may be lucky enough to get an adequate pension."

MEMORANDUM CONCERNING CERTAIN STUDIES CITED BY VARIOUS PENSION CON-
SULTANTS (ATTACHMENT TO TESTIMONY OF SENATOR JAVITS )

A. THE GRIFFIN-TROWBRIDGE STUDY

I would like to urge the chairman and the members of this committee to
review this well-publicized study on funding in private pension plans, which
was co-authored by one of the architects of the criticism directed at the Senate
Labor Subcommittee's survey. This study, which incidentally purportedly dem-
onstrated the soundness of private pension plan funding, was conceded by
its authors to underrepresent multiemployer plans and small plans and was based
exclusively on plans which "cooperated" with the authors. In this regard, the
Chief Economist of the Bureau of Labor Statistics stated in 1969: "The actuaries
who supplied the data for the study succeeded in persuading their client plans to
adopt conscientious funding programs. But the actuaries who did not supply
any data—particularly those who advise multiemployer plans—may not have
been as successful. In other words, it is impossible to determine whether the
plans included in the survey are representative of those who by the nature of
the survey had to be excluded."

B. THE A. S. HANSEN STUDY

I have been led to understand that the principal basis for the "criticism" of
the Senate survey is that the data produced by the Senate survey is only "his-
torical" in nature and therefore cannot be used to evaluate the future impact
of private pension plans on employee benefits expectations. It is asserted that
vesting has vastly improved and can be expected to improve even more in the
future.
These predictions are based on a "study" of private pension plans by A. S.

Hansen, Incorporated, prepared at the request of the Treasury Department,
after it was suggested by A. S. Hansen Incorporated to the Treasury Depart-
ment that they perform such a study.
A. S. Hansen purported to survey all private pension plans serviced by A. S.

Hansen. They directed their study to the number of current employees covered
by these plans and purported to ascertain the number of these current employees
who were already vested and the number of those current employees who could
be "expected to vest." Out of 864 plans surveyed, with 881, 281 current active
participants, it was found that 132,466 were retired and vested, 265,817 were
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vested and 319,239 were "expected to vest." Thus the percentage vested and ex-
pected to vest is 66%; the percentage expected to forfeit is 34%. With respect
to the percentage expected to forfeit, it is anticipated, according to one press
report that they will "find future employment in firms with pension coverage."
Hansen also breaks down the percentage not vested by age group. In the 25-30

age category, the percentage not vested is 99%, in the 30-35 age group the per-
centage is 96%, in the 35-40 age group the percentage is 86% and in the over
40 age group, the percentage is 47%. However, no attempt is made to break-
down these age categories by length of the employee's service so it is impossible
to ascertain the degree to which longer service employees might lose pensions
under these plans.
Aside from the fact that the percentage expected to forfeit (34%) is not

exactly insubstantial, and that many of these may very well be longer-service
employees, major defects in the Hansen study are these:

(1) Since it is only directed at current employees it necessarily results in
exaggerating the quota for vesting, because the total number "expected to vest"
is stated as a percentage of current employees, instead of being stated as a
percentage of the much larger number of participants who will come into and
pass out of the plans during the years ahead. By way of contrast, the Senate
Labor Subcommittee study took account of all participants who had flowed
through the plans it sampled during a 20 year period.
(2) In determining the number of employees "expected to vest," Hansen made

"estimates" on the basis of "typical" employee turnover rates which Hansen
characterizes as "armchair" assumptions which can be made applicable to all
plans regardless of specific experience. The Labor Subcommittee study did not
"assume" turnover and foreiture experience for each plan sampled.

APPENDIX B.—REPRESENTATIVE LETTERS OF COMPLAINT FROM PENSION
BENEFICIARIES

APRIL 1, 1971.
DEAR SENATOR JAVITS : I have read with great interest an article in today's

News pertaining to an investigation on pension plans and the unjust by-laws
used by the unions to retain this pension money when one leaves the union
before retiring.
I am in such a predicament at the present time. I have been with Local
  for the past 18 years and have been paying pension to the local union. I
have decided to move to Florida for my wife's health. I belong to an Interna-
tional Union and have requested a transfer. A transfer card will be given to
me to work in Florida, but I was told by Mr.   of Local   that all
of my pension money will remain with the Local. I am told it cannot be carried
over to any other local. I am now 49 years of age and have given my best years
of work while in this union. It hardly seems fair to start all over again, espe-
cially since the dues and assessments paid to my local by both me and my
employer supported this international union.

Since I have no other alternative and the union refuses to give me any of
these funds or transfer them, I am asking you to help me in this matter, if
possible or refer me to who ever can assist me.
Thanking you in advance, I remain

Very truly yours,

APRIL 18, 1971.
DEAR SENATOR JAVITS : I don't know if you can do anything for me or not but

this is my problem.
I joined the  Union on October 25, 1962. At that time we were told at

the age of 65 and with 15 years of service in the union shop we could get a
pension. A short time later the union officials changed the time from 15 to
20 years.
I was a steady member until November 1968 when I was taken sick. I paid my

dues for 26 weeks hoping my health would improve so I could go back to work
but it did not. I applied for a pension but was turned down because I did not
have 20 years in. I think I am entitled to at least a partial pension by our first
agreement. If I could only get something I would not have to have Medicaid as



112

I do now for the doctor and medicine. My social security is not enough to pay
all I have to pay by the time I pay my mortgage payment, lights, heat and tele-
phone. I do not have anything left. If it were not for the Food Stamps I would
not be able to have enough food.
I hope you can look into this for me.
Thank you,

APRIL 3, 1971.
SENATOR JACOB K. JAVITS,
DEAR SIR: On January 11, 1968, I had to be relieved of my route because of

chest pains. I was admitted to the hospital on January 15 and on January 23 I
sustained an acute myocardial infraction and I am unable to work any more.
I was 59 years of age and I filed a retirement form with ray union because of

my disability. I was a union member for 31 years from 1937 to 1968 and I was
turned down. I was told that I had to be 60 years of age to collect a pension on
disability. I am receiving no benefits from my union now. My employer has paid
into the pension fund all these years and I feel a great injustice is being done to
me.
My doctor suggested that I move to California to prolong my life.
I read an article in the Los Angeles Times about your interest in the Union

pension plans. Can you please help me to get my disability pension? My union
is
Very truly yours,

APRIL 5, 1971.
SENATOR JACOB K. JAVITS.
DEAR SENATOR: I have read with a great deal of interest the P.P.I. release

on pension funds of large companies.
My circumstances should be brought to light:
Employed by   Company at age 17, September 1, 1942 until April 19,

1969-26 years. Required surgery and was unable to return to my job as man-
ager. At age 35 after 18 years of work I did not qualify for the pension program
because vested rights are acquired only at 50. At age 46 I do not qualify for
any pension rights. After 26% years of loyal and continuous employment in
capacity as manager and District Manager, I have been advised that I am no
longer on the pension program.
I have no income as social security advises my disability is not serious enough

to continue any benefits.
I applaud your efforts to expose this fraud upon millions of innocent employees

all over America.
Sincerely,

APRIL 5, 1971.
DEAR SENATOR JAVITS : I read with interest your recent press release concern-

ing pension plans in industry.
I am a recent victim of one of these cancellation of right to participation in

one of these plans. I worked for 40 years in the   Plant at Elizabethton
Tennessee.   was owned by   which in turn is owned by  , a
Texas corporation. Then in December 1970 they closed down the  Plant
and it has now reopened under new ownership. My rights to the retirement
plan were terminated. It is now too late to build anywhere else. I have been
hurt and other longtime employees of this plant have also been hurt.
I checked with the Social Security Administration and found that my benefits

at age 62 after 40 years of work would be $134.80. Now a bill is being readied
to give a minimum of $200 monthly on welfare. This is disgusting. It put a
premium on laziness and irresponsibility and penalizes the man who works. I
realize that answers are difficult and hard to find but unless found I fear for
the existence of our nation.

Yours truly,
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APRIL 1, 1970.
DEAR Mn. JAVITS : Having just read an article in the New York Post, dated

March 31, 1971, and thinking that my case might just fit into the type of legisla-
tion that you are proposing, I'll state it here.
The  Company has the type of pension plan which I think you refer in

the article. Non-participation on the part of the employee. At age 55 and after
20 years of service, an employee is qualified to retire and draw pension. I worked
for the company for 18 years, left of my own volition and could draw nothing.
Two years later I tried to return and complete my term by working for five
more years (to bridge the service) but they would not take me. They said, "for

• medical reasons," but I doubt that. Anyway, that part is not important. What I
am interested in is the first part. If I am right and this is what you are talking
about, please make the legislation retroactive for at least 10 years. My reason
for that is simple. I left the phone company in 1964, and would certainly like to
benefit by the passage of such a bill.
Wishing you continued success in all your endeavors. I am,

Very truly yours,

APRIL 9, 1971.
Hon. JACOB K. JAVITS.
HONORABLE SIR: This is to commend your proposed pension plan as Per the

enclosed clipping. Be assured any such legislation will have our unqualified
support although it will come to late to benefit us. The following brief employ-
ment record is explanatory of our feelings in this matter.
Twenty-five years (25) employment at a steel company in the midwest, work-

ing up slowly and painfully from the ranks of common labor to Complaint
Metallurgist. On leaving the company monthly salary was $575. There was
no pension plan for salaried workers, but an employee-paid annuity fund had
been set up during the last ten or twelve years of that time. Total accrument was
$3,100.
Three years (3) in an aerospace firm in California. The company had a ten-

year minimum pension plan.
Four years (4) in an aerospace firm in the state of Washington. This com-

pany had a ten-year minimum plan. Employee was not eligible because he would
reach age 65 in less than ten years.
Employed since October 1969 by a California aerospace firm. Again not eligible

for pension plan.
On retirement at age 65 in June 1974 will be entitled to Social Security

benefits somwhere near, but not at, maximum level. Will also have a dependent
wife who will not reach age 62 until 1979.
There will be some money to invest in a home or small business because we

have been careful to live within or below our means at all times. However, it
seems a small reward for 37 years devoted to being faithful, dedicated and a
most competent employee.
As you can see the Golden Years will hardly be that for us. So we say hurrah

for you in the hope that those who follow us have the security, and its attendant
peace of mind, we have been denied.

Very sincerely yours,

APRIL 3, 1971.

DEAR SENATORS: I am one of the boys that you are talking about. I worked
for  Corps. for 24 years, 14 years as a supervisor. Through some misunder-
standing with an engineer I quit this job in 1948, but 6 years later they wanted
me back. That was in 1954, but I did not get in 10 years, because I had to retire
in 1959 when I was 65. They said I lost all my years of service. All I get from
  is $19.75 a month.

If you would like more information, I would gladly give it to you.
Sincerely,



114

APRIL 5, 1971.
Senator JACOB JAVITS.
DEAR Six: In regard to your proposed bill concerning "Vesting Pensions,"

I was happy to see that someone was taking an interest in persons like myself
and many others in my industry as well as other industries where pensions
are concerned. For instance, I have 23 years on the job and have no rights to my
pension until age 55. I am tied to my job, as I was offered other employment, but
due to the pension fund, if I left now I would lose everything. I and many
others would be very grateful if this bill would be passed.
Thanking you, I remain,

MARCH 31, 1971.

DEAR SENATORS JAVITS : Ehelosed is an article about pension plans removed
from the Denver Post of March 31, 1971.
I would like to point out two cases of hardship and mistreatment from a large

corporation   Inc.
I was fired January 1965 after 18 years of hard service and I don't know

how many hours of free hours of work I donated to with no pay. I lost
my pension rights as I did not compete my 20 years service to get my vested
rights so I could draw my pension.
Another case, my brother  was fired after 32 years of hard labor.

He also lost his pension rights because he is still under 50 years of age.
I am very happy the government is finally going to look after the rights of

the working man and give him some protection. I had 2 years to complete to
get my vested rights, and my brother had 21 months to go before he could get his
vested rights.
Who wants to hire people our age and give us a pension now. We gave --

Inc. our youth and they gave us an easy goodbye for our labor.
Sincerely,

APRIL 13, 1971.
Hon. JACOB K. JAVITS.
DEAR SIR: In regards to an article in the newspapers April 1, 1971, you are

co-sponsoring a bill for pensions to people who have been working for companies.
I have been working about 181/2 years for  . I resigned in 1968 because
I was past 65 years old. It was just 6 months before the old union contract expired.
I took my wife to Copenhagen, Denmark for an operation so we stayed there

a year and returned in 1970.
I then went to   to ask if I could get some pension. The answer was

"No," only if I was on the payroll in 1969 (I retired July 1, 1968).
I do not know what to do, and would like to have your advice, if there is any

hope in the bill you have co-sonsored.
Sincerely,

APRIL 2, 1971.
Senator JACOB K. JAVITS.
DEAR SENATOR: May I have several copies of your bill that has been introduced

in the Senate relative to guarantee pension rights for vested assessments after
five years.

Believing the bill has merit now denied those retired, of benefits actually due
them; and that your bill should include a "portability" clause covering all 50
states, if same is not already inserted.
May I state my case briefly:
Belonging to a parent national union, that claims they have no jurisdiction

as regards local union pension funds.
One local union of which I was a member for 34 years and assessed for that

length of time for pension benefits if I retired after 20 years, but a clause inserted
stated I must return to that local to receive that benefit. After 34 years I moved
from that state and secured employment in New York.

After working another 15 years in the latter state I retired, but this local also
had a 20-year clause, although I was assessed 15 years for pension benefits.
So you see I paid into local pension funds for 52 years and at the present time

I am not entitled to any benefits from either of the two locals, except the former
IF I rejoin that group, out of state.
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Surely both locals should be covered by insurance laws guaranteeing benefits,
regardless of what state they lived in upon retirement, and should be retro-
active to the date of that retirement.
Thanking you for introducing such a wonderful bill, and hoping it becomes

federal law in all 50 states, so future retirees are not forfeiting pensions actually

due them.
Sincerely,

P.S.--From the above you can judge why I wrote you previously for action
on a World War I pension. Seems I get nothing no place!

APRIL 2, 1970.

DEAR SENATOR JAVITS : Regarding the Senate Labor Subcommittee survey of

Company pension plans, I though that you might be interested in hearing from a

victim of one of these plans.
I had long service with a company, 25 years to be exact, and was told very

suddenly that my job had been terminated due to the sale of the division of the

company in which I was employed to another company. Also, I was informed
that the only benefits I would receive would be one weeks pay for each year
of service and any money plus interest for contributions to the pension plan
from my salary over a 3 year period of employee contribution to the company
pension plan. Although the company had always had some form of pension plan,
the 22 years of service before this period yielded nothing to the terminated
employee.
I would like to fill you in on the history of my particular case as a victim

of a large company and its disregard for long term employees where pension
plans are concerned. My 25 years of service began in November, 1944 with the
  Corp. of Richmond, Virginia. As of November, 1962, the 
Company. During the 25 year period with these two companies, it was the under-
standing of all employees that we had a retirement plan; however, as of Novem-
ber, 1969, when my job was terminated along with 150 employees in the
Richmond, Virginia area, we were informed that the only employees receiving
retirement pay would be those with a total of 75 years with the company, which
was determined by adding the employees age and years of service together
for a total. As I was only 43 years old in 1969, I fell short of this 75 year figure
by 7 years.
I hope this letter will add a little fuel to the fire your committee has started.

Please contact me, if I can be of any help.
Very truly yours,

APRIL 1, 1970.

DEAR Mn. JAVITS : Relative to the article appearing April 1, 1971 in the Syracuse
Post Standard of the Labor Sub-Committee on Company Pensions.
I worked for the   Company 30 years, 26 years in  , New York.

The last 10 years as chief engineer. 31 of the best years of my life and have
never received any pension.
Any small monthly amount would be deeply appreciated.
I am enclosing a quarter century club from the Company acknowledging

my services in the Plant to substantiate my above statements.
Very truly yours,

APRIL 6, 1971.
Hon. JACOB K. JAVITS.
DEAR Sin: After having been employed by the Company for more than

twenty-nine (29) years, I have been notified that my employment is being termi-
nated. At the time this notification was given to me, my superiors stressed that
my work was entirely satisfactory and that I should not feel that the action
was a reflection on my performance. In fact, throughout the entire period of
my   employment which began March 23, 1942, all of my superiors have,
without exception, rated my work performance entirely satisfactory, and in
most cases as outstanding.

Needless to say, the termination notice comes as a jolt! My employment with
  covers "years of plenty" when other employment opportunities as well as
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education opportunities were readily available, and when job offers were declined
in favor of continued employment with  . One of the major influencing
factors in reaching the decision to remain with   in each instance was
the pension which eventually would be available to me under the   Plan
for Employees' Pensions, Disability Benefits, and Death Benefits. The anticipated
pension naturally has always been considered by me to be a part of my com-
pensation, especially during periods when comparatively low salaries were
being received by  employees. The pension was always stressed by 
to both existing and new employees as a major employment benefit. It seems
significant that my employer has elected to terminate my employment after
these many years of service and only two years before I become eligible to receive
the pension.
Although I have given "permission" to seek employment in other departments

of the company, it also seems significant that I have been unable to locate another
position even though personnel changes are occurring constantly. Throughout
the company, new employees are being hired to fill positions, many of which I am
certainly adequately qualified to handle.
While I am aware that all employers are, at times forced to take force reduc-

tion measures. I feel that the action taken with regard to my termination is a
grave injustice involving prejudice and discrimination.

It is a frightening thing, after having devoted a lifetime to  , to find
myself in the ranks of the unemployed and to be thrust suddenly into the position

• of job seeking at a time when the economic situation is very unfavorable; when
my age (47) is not considered the most desirable by most prospective employ-
ers; and when my years of experience with   are not readily adaptable
to another field.
In view of your involvement with the Senate Labor and Public Welfare Com-

mittee and its recent investigation of private pension plans, I urgently appeal to
you, as my representative in the U.S: Senate, for any assistance and/or advice
you can provide me with regard to recourse available to me.

Yours very truly,

APRIL 5, 1971.
SENATOR JAVITS : I worked for the Oompany for 191/2 years and let go

for cause. I guess the cause was because at 20 years I would have been entitled
to the pension plan. When I heard on the television that the  Company
is asking for an increase and they are definitely in need of money, I have my
doubts, since 60% of the installers and repairmen are under 35 years of age
and not making top pay.
Anything you can do in my case would be appreciated, since I am now on

Welfare.
Sincerely,

Hon. JACOB K. JAVITS.
DEAR Sin: You are to be congratulated on your efforts to remedy many of the

inequities which exist in Pension Plans throughout the country.
I was a member of Local with the New York City District Council for

351/2 years and at age 65, found the work too strenuous and applied for a pension
in September 1969.
My membership record is as follows:

APRIL 6, 1971.

[In years]

June 11, 1923 to July 13, 1930  7
July 27, 1942 to date  281/,

Total   35%

With this record I assumed that I would qualify for a pension. My application
was denied because I did not work for a contributing employer during the years
1956 and 1957.

Being unable to pursue this type of strenuous work, I find it very difficult to
manage on social security alone. A pension, which I so rightfully deserve, wouldbe very helpful at present.
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I wish you much success in your endeavor to help us unfortunates who have
fallen into this desperate situation.

Very truly yours,

APRIL 1, 1971.
DEAR SENATOR JAVITS : I was reading the article in the N.Y. Daily News about

the Company and Union pension plans and I agree with you 100% that something
must be done about this and soon. I for one am one who has been caught in this
sinking ship. I worked for 12 years for Company in their warehouse in
New York. We were represented by Local   of the   Union. In our
contract the company paid 121/2 cents an hour for our pension plans which comes
to $5.00 a week for every man and woman. If that money had not been put into
a pension plan we would have received it in our pay envelope as a fringe benefit.
Now after 12 years the company moved to Harrisburg, Pa., and took only 4

men with them. There are other people who had 15, 20 and 25 years with the
Company about 100 of us in the same spot, we receive nothing. I contend that
the money that was put in for us is ours or at least part of it. We paid union
dues every month at the rate of $7.00 per month.
I would like to see something done about this situation too, because I think

that the thing is very unfair to the working man.
Yours respectifully,

APRIL 15, 1971.
Senator JACOB JAVITS.

SIR: I am a former member of the  Union for 38 years. For the
past 9 years I worked in California for the   Union for which I re-
ceive $30.
The 30 years I put in the   Union, Locals   and  

respectively. They claim no reciprocal agreement. I have already written you
and every one in the upper echelon connected with the union and they keep pass-
ing the buck. I am now 69 years of age and sadly in need of my pension. Things
are bad and we cannot survive on social security and the $30 pension. I know
how hard you have been fighting for use and I hope before I die, life will be a
little easier.
I read the article in the Los Angeles Times and I am grateful and hopeful

something will come of this.
Thank God for men like you. Oh, I forgot to mention we are former residents

of New York City and we were with you all the way.
I sincerely hope my prayers will be answered.
Thank you.

Sincerely,

APRIL 10, 1971.
Hon. JACOB K. JAVITS.
MOST HONORABLE Sin: It is with a glitter of hope that I take note of your

interest in the pension plan injustices that are being exposed both on T.V. and the
news media, because I too am a victim who, although being over 70 years of
age, cannot retire because I do not have (according to their findings) enough
time with their local.
I am a member of this union for almost 30 years, but only 11 years with this

local, so they say I have to wait another 4 years (if I live that long) to begin to
collect a pension.
Why can't I retire even with a reduced pension, or if not that, why not a

lump sum to lighten the time left to live with some dignity.
In January 1970, I received a letter from Senator Harrison A. Williams re-

garding the Pension Benefit Security Act, advocating vested retirement benefits
for participatants who put in 10 years service or more.

If there is anything you can do to help me get something in the way of pension,
I should be glad to give you more detailed information.
I am sure there are a good many more senior citizens who are in this very

same position and who would appreciate whatever you can do. Also, let me point
out that time is very short and we cannot wait until 1972 or 1973—time for
action is now—Please.

Sincerely,
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The CHAIRMAN. We have four or five witnesses scheduled for this
morning and after that we will come back this afternoon with four
witnesses.

First, Mr. Stephen Duane. Mr. Stephen Duane, will you come up and
join us here at the middle table?
Mr. DUANE. Right here?
The CHAIRMAN. Good morning. And we appreciate your being here.
We will say that we might, if the schedule permits, go a little later

this morning to get as much done as we can so that we can reduce the
afternoon session. There are conflicts this afternoon.
Now, Mr. Duane, we appreciate your cooperating with our delibera-

tions here on pension plans. Would you introduce yourself, tell us
where you live, and give us a description of your experience.

STATEMENT OF STEPHEN H. DUANE, OF JERSEY CITY, N.J., FORMER
EMPLOYEE OF THE GREAT ATLANTIC AND PACIFIC TEA 00.

Mr. DUANE. My name is Steve Duane. I come from Jersey City, N.J.
I worked 32 years for the A. & P. Tea Co. At age 19, in May 1939 I
first went to work for the A. & P. In 1941, when war was declared, we
were one of the first ones to go. In 8 months I became a first sergeant.
I want to tell you this because I have a reason.

After the war I went back to the A. & P. A friend of mine, who
wanted to take advantage of my leadership ability as a first sergeant
came to me and offered me a job as a foreman in another company.
But I was a man who went through the depression and the hard times,
and what I was looking for in life was security. Security to bring my
family into the world, educate 

them, 
and in my old age to be secure.

I believed that I had security with the A. & P.
At the time it was good. Now, briefly, I want to tell you what in the

last 35 years I did with the A. to let you know that I worked hard
for them. I worked in a cold storage warehouse and did all sorts of
warehouse work. And later, I became head of the union and also be-
came a foreman. I'm telling you this to let you know that they appre-
ciated at the time that I did my work and I was a good worker. My
attendance record is that in the first 17 years with the A. & P., I lost
4 days in illness. After that I worked 11 years before I got an opera-
tion. Now this went on,I had a good job, and of course, every year
the pension was improved.
In April of 1970 a man came from Newark, N.J. and he got a few

of us together and he said, we have bad news for you. In September
the building is going to close. We have no job for you. The whole
operation is moving 6 miles away, but it is not going to be done by
the A. & P. workers any more. It's going to be done by Merchants
Warehouse, which was a different union. We do not need any of you
men.
Now, I went back to the men and I told them that and they were

shocked with disbelief. In fact, they told me I was a liar. We brought
the union in and they affirmed it. They said, there's nothing we can do
about it. If a company wants to move, they move. So we figured, what
benefits can we get? We formed a committee and we wanted to see,
where do we stand on a pension, hospitalization, and insurance. For 32
years I paid in insurance, $4.80 a month.
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It was a terrible summer, because the A. & P. would not send anybody
over to give us the answer. Finally, they sent a man, a Mr. McKee over.
He listened to our questions and he said, I will be back with the an-
swers. Another month passed and the men actually wanted to put on a
sitdown strike. But we told them that if you get laid off, you would lose
your severance. So, finally, the union forced them to come in. He came
in again in August with the same thing. We still did not have the an-
swers. Well, in September we finally got most of the answers. And, of
course, being in group insurance and hospitalization, we got nothing
out of that part. In the hospitalization, if you get laid off by the 7th of
the month, you're paid up until the end of the year. The way it was,
we got laid off on Christmas Eve—a wonderful Christmas present—
which gave us 6 days in the hospitalization, which wasn't time enough
to get into a plan, any kind of a hospital plan. When I did apply for
hospitalization, I had to wait 60 days. Thank God, nobody in my family
got sick. But I understand some of the other men did suffer and it
practically wiped them out.
The biggest blow that fell on us was when we found out about that

pension. Now, a lot of people who were going to work knew they gave
us a book, but three men could read that book and come up with three
different answers. We pleaded time after time with the A. & P. to
explain. They would send riders and revisions and we would just add
them to our book. And they meant nothing to us. Maybe at the time we
were a little younger and we didn't care about our pension. I know when
I was steward, when the men asked for a big raise, I said, take a little
bit and the rest goes in our pension or in our benefits. Finally, when this
man did come, he said, well, put on pension any man over 55.
Now, at the time I was 51, which made me the big loser with 32 years.

And I get nothing, absolutely nothing out of it. Now, some men who
were with the company 10, 14 years, did get a pension. I did not be-
grude them, because one workingman doesn't begrudge another work-
ingman anything he gets. But it does not seem fair that I put in half of
my life and got nothing for it.
That was only the start of my problem. I know, technically you

could do nothing about it. It was in black and white you had to be 55.
So, now, I figure I'm a big strong man. I've done warehouse work. I'll
go out and get myself a job. That, to me, is a bigger problem than the
pension, because the way this country is set up today, when a man
is 50 years old looking for a job, he might as well dig a hole and pull a
sturdy knot in it. It is practically impossible. In my own case, I
applied for a couple of positions. And when you fill out a questionnaire
and you get the age and when you write 51 small, all of a sudden it
ads big. And when you hand it back to the personnel manager, he
looks up and all of a sudden he sees your gray hair. You get weak and
you feel you're 51 years old.
So, in my own case, I was lucky. The same man who 30 years ago

offered me a foreman's job said, I have a job for you. It was a fore-
man's job. I'm a laborer. I compete with boys 26 years old. Now I feel
the next 6 or 7 years I can still do the work. But I cannot say what
I'm going to do after that. I personally don't like to think of 65, be-
cause a man like me who has worked 35 years and going to get nothing
but social security, and I think social security was never intended to
live on. I figured it would supplement what I made.
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Well, on this pension, I missed being on the pension only 3 years
and 3 months. Before I got this job at Benjamin Moore, I went to get
a job as a toll collector to make a dollar and a half on the New Jersey
Turnpike. I went to the local politician, and they took my card out,
and they said, Mr. Duane is too old to be a toll collector. Well, I told
them if they want me to go down and pick up the toll both, I would
gladly do it. I said to them, would you put that in writing, because in
every plant in the United States, it's a law that you have to have dis-
played, you can't discriminate against a man for his race, religion or
age. These cannot be held as a barrier against you. And this New
Jersey State and federally financed road discriminated against me.
But at that time I wasn't looking for trouble, I was looking for a job.
So I let it go. I didn't get names and I don't want to make that a big
issue. But that is one of the issues.
Now, 'another big issue, I got nothing from the A. & P. for my 30

years in an icebox. I got arthritic hands, and I could pound them and
wouldn't feel it. I also have a condition on my hand that I went to
13 dermatologists about 'and A. & P. said, get a lawyer. Well, I got a
lawyer and the case didn't come up yet. This has nothing to do with
the pension, but it's a disability. I'm just trying to point out that the
A. & P. has done nothing for me, for the years of service that I gave.
Now, in conclusion, I just like to say, you men know and I know

I have no personal gain out of this. There's no legislation you could
possibly put through which would get me a pension. I know that.
When I went to, the wonderful people I work for, the Benjamin Moore
people, and I asked them, could I have time off to come down to this
hearing. These people said, yes, it's a wonderful thing and they said,
we are going to pay you for this. Well, I said, even if I wasn't paid,
it's something I got to do. It's something that has laid in me like a
disease and I've got to say it. And right now, I am starting to feel
better that I'm passing on my experience to you.
And in the letter that I wrote to Senator Williams, in the beginning

from a little piece I saw in the Jersey Journal, I mentioned, and I'd
like to mention again, that I think it's wonderful that men like him
and this committee are doing something for the workingman in this
country.
Thank you.
The CHAIRMAN. Thank you very much, Mr. Duane. I tell you, we

appreciate the contribution you are making in our most earnest effort
to eliminate the situation that faced you.
For 31 years you believed you would be covered by a pension and

then when your place of employment, the warehouse, closed, you had
nothing.
Now, let me just ask you one or two questions, Mr. Duane.
During that period you did have a book that explained the plan'?
Mr. DUANE. Yes,I did.
The CHAIRMAN. And you say it was difficult to understand, and any

three people could get three different answers?
Mr. DUANE. We tried to sit down to read it, and everybody seemed

to look at it a different way. I know, technically, the A. Sz P. is right.
It said that you have got to be 55 before you're even considered in
their plan. So I would have to practically work 37 years of my life
to get into their plan.
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The CHAIRMAN. So there was no vested right-
Mr. DUANE. No vested right 
The CHAIRMAN. Until you reach 55, no matter how many years of

service you had.
Mr. DUANE. Technically they were right. I know that. But I believed

that I had this security, and I wasn't worried about being 50. I figured
I would stay until 65 and reap all the benefits.
The CHAIRMAN. Mr. Anderson from our staff talked to you?
Mr. DUANE. That's right, Mr. Anderson.
The CHAIRMAN. Now, my notes tell me that when the warehouse

closed, then you learned that the administration of the A. & P. pen-
sion had been transferred to another group. You didn't mention this
in your statement.
Mr. DUANE. Now, that's almost what I wrote in Mr. Javits' letter,

that under the last contract, which was just a year ago, the union
had been trying to get this pension. I know, because I sat on many
negotiating committees to put two teamsters on the A. & P. Welfare
Board. And the A. & P. wouldn't stand for it. They didn't want it.
They wanted to handle it always themselves. We wanted to put two
teamsters on to protect our rights. But when you get something for
nothing, I guess they figure you have no rights. So we finally suc-
ceeded in getting it with the union. At the time I was against it,
because with the union's plan, I would have to work 5 more years
with Local 863 before I would be credited with 15 years. So any
way you look at it, I would lose. So if I worked until I was 65, even
if the A. & P. didn't go out of business, I could only be credited with
24 years, although I would actually have 47.
Say thank God for small things. I got a check for $220 from the

local, which represented 1 year vested rights at 25 percent. Now, if
the union had got control of this pension 20 years ago, I may have
ended up with $8,000 or $9,000. So with the union getting the pen-
sion, it is going to help. It's going to be wonderful. But the A. & P.
would never give it up. We still didn't pay into it, because it was like
a union benefit.
The CHAIRMAN. Were you a member of that union?

• Mr. DUANE. Oh, yes, over 20 years.
The CHAIRMAN. Was that the same union that had been the agent

for you all of those years?
Mr. DUANE. That's right.
The CHAIRMAN. And the union had wanted to be part of the man-

agement of the pension fund.
Mr. DUANE. They took it over completely.
The CHAIRMAN. Took it over completely?
Mr. DUANE. Except the men who were 55 remained in the A. & P.

plan. They were all right. But I was the big loser. See, the young
men thought it was a good deal, because when they were old they
would get more. It was much better when the union took it over.
The CHAIRMAN. Senator Javits.
Senator JAVITS. Thank you very much.
Mr. Duane, I'd like to join with our chairman in thanking you

very much for being, here and I'd like to thank your employers for
making it pleasant and easy for you to come down.
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In the course of your employment over all these years, did you
feel—and could you tell us the views of your fellow workers—that
you were going to get a pension so you could take that into considera-
tion in the wage and other benefits which were acceptable to you?
Mr. DUANE. Yes. I helped form the union there. I was the first

steward and I remained, I think, 6 years. I gave it up because there
were too many women involved and too many problems.
But women have different problems and I was getting sick of them.

But I used to always tell the men, don't always be greedy and take $2
in the hand. Try to think of your future. But at the time we were
young, and you want the dollar in your hand. But now, when you
get a raise, you don't get $2. You get $15 or $10. We ain't complaining
on the union. It's the cost of living. So we got to keep up with that
too. So instead of taking $15, we would take $8 and let the rest go in
our benefits. Where it went to, we don't know. Whether it went into
our pension plan, we don't know.
Some of the guys I meet say, you and your ideas. Now you took

$8 and you put it over there. Where is it? It's mine, but I don't have
it. If you had given it to me, I'd have it put in the bank and have
interest. That could be another problem, to find out where my money
went for the last 30 years. But they'll tell you, we didn't put any-
thing away for you, because when you're 50, we'll put it away. But
was part of that contract. I should have got it. So if they were going

to do it that way, they should say, all right, anybody over 55 we'll
give $8. You people are under 50. We'll give you the $15. But things
are not explained.
I think part of your thing is you want the people more orientated

on what these plans contain. The average working man in my class,
laborers, that's all we are, warehousemen, we're not lawyers, we can't
sit down and read what they intend it to be.
Senator JAVITS. Certainly not.
Now, it is a fact, is it not, that those who worked with you, some

with half and less than half of your service did get some pension?
Mr. DUANE. Oh, yes. And I didn't begrudge it to them, not a bit.

They were older than me, but they didn't have the service. Me be-
gruciging them wouldn't make me richer.
Senator JAvrrs. I understand. I appreciate that.
But the fact is the vesting of a right was not based upon length

of service, but attainment of age in your case?
Mr. DUANE. That's right.
Senator JAVITS. And the company could cut that off at any time

without any act by you, by simply letting you out. Is that right?
Mr. DUANE. In the book that we got, it says that if your service got

terminated by anything but retirement, the plan is canceled.
Senator JAVITS. As far as you're concerned?
Mr. DUANE. I didn't retire. The plant moved. The plan is canceled.
Senator JAVITS. And you weren't fired for cause or anything else?
Mr. DUANE. None whatsoever. I was one of the last men there.
Senator JAVITS. So you feel really aggrieved in this matter, because

of the fact that this was an expectation built into your compensation
arrangements?
Mr. DUANE. Oh, yes.
Senator JAVITS. And unfairly used?
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Mr. DUANE. I think so.
Senator JAVITS. Now, I was very interested in what you said about

social security. Is that a general attitude of the worker, that you can't
really rely on social security to live on?
Mr. DUANE. Yes. And most people believe that, because we feel it

never was intended to live on, because you certainly cannot live on it.
And the people that I know, like my own mother, social security pays
her rent and gas. Now, with four children, we each donate stuff. And,
of course, she gets the food stamps. But that's what people are living
on nowadays. And we figured that the social security would only
supplement what the A. & P. paid. I figured that I could end up with
maybe $400 a month for me and my wife. It would be very good
living. At 65 you only need the necessities.

Senator JAVITS. If you had been 55 when your employment was
severed, do you know what your pension benefit would have been?
Mr. DUANE. I have a friend of mine who was 58. He didn't get

full, and he told me that he gets $250 a month 
Senator JAVITS. Now, he 
Mr. DUANE (continuing). Which wasn't bad. It's not bad. The

A. & P. pension is good.
Senator JAVITS. If you get it.
Do you have any idea how many people were involved in severance

that you were involved in?
Mr. DUANE. When the A. & P. moved their operation to Wisconsin

we ended up with 65 men.
Senator JAVITS. Who were let go?
Mr. DUANE. Let go. And out of them, I think I would bring it down

to maybe 14 men actually received pensions 
Senator JAVITS. Who got any pension?
Mr. DuAN5. They received pensions. None of them were 65. I know

that or they would have left before.
Senator JAvirrs. And all of them were long-term workers?
Mr. DUANE. I think there were about only three who had more time

than me. They were there 40 years, but this one man had 40 years and
he was just in his early sixties. He had no intention of retiring. And
these men, besides myself, are walking the streets since December.

Senator JAVITS. Finding a job?
Mr. DUANE. And when their social security and their unemploy-

ment is finished, it is welfare, which is a sorry state for men who are
willing to work and there's nothing for them to do.
Senator JAVITS. I should say so.
Well, Mr. Duane, thank you very much. We certainly appreciate

your testimony. And while you're on the stand, Mr. Chairman, I wish
to note for the record that, as I understand it, the A. & P. was offered
the opportunity to testify and did not choose to do so. And therefore,
Mr. Chairman, I would like to offer as part of the record A. & P.'s
answer to the committee's questionnaire, which is marked Pension
Study Form P-1, and particularly, the responses to questions 20, 21,
and 22. They would indicate, Mr. Chairman, that of an aggregate num-
ber of 50,957 employees, who left the A. & P. plan since 1950, 37,510
forfeited the right to a pension. And of these who forfeited, 30,641
forfeited in the last 5 years, including 800 who had more than 15
years' service, 2,000 who had more than 10 years' service and 15,000

66-500 0-71--pt. 1-9
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who had more than 5 years' service. I think it is a critically impor-
tant fact that the average age of those who forfeited with more than
15 years' service was 51—which happens to be Mr. Duane's age. And
with more than 10 years' service it was age 42, and with more than 5
years' service it was age 34.
Also, Mr. Chairman, A. & P. states in the P-1 that it stopped mak-

ing contributions in 1969 because the plan was by then adequately
funded, in their judgment. And it's very clear why the plan was so
well funded—simply because people like Mr. Duane, who had worked
for decades, were let go without any rights whatsoever.
Thank you, Mr. Chairman.
The Chairman. Thank you. Let that material be included.
I think at this point too, our invitation to Mr. Stiffler, national di-

rector of personnel and industrial relations at A. & P. will be included
in the record together with his reply of July 19 in which he advises
that the company would not appear to testify. I think that there are
some questions on the funding that we would have liked to ask him.
Well, together with their response to your testimony, and their re-
sponse to our questionnaire, we will get part of the picture.

Certainly, again, we return to the original expression of gratitude,
Mr. Duane. Thank you.
See you back home.
Mr. DUANE. Thank you.
(The information subsequently supplied, follows:)
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'Aleniteb -Stafez -Senate
SUBCOMMITTEE ON LABOR

OF THE

COMMITTEE ON

LABOR AND PUBLIC WELFARE

WASHINGTON, D.C. 20510

July 1, 1970

PENSION STUDY: FORM P-1
(S. Res. 360)

(Note: Answer all questions as of July 1,
1970, unless otherwise specified. If extra
apace is needed to answer any item use ad-
ditional sheets and attach to this form.)

Part I. Identification

1. A. Name of Plan  Employees Retirement Plan

I File No. WP 017696 

(Give No. assigned by U.S. Department
of Labor.)

B. Address of Principal Office
of Plan  1120 Lex.ington Ave., New York N. Y.

(Street) (City) (State)

C. Name of Administrator

10017
(ZIP Code No.)

D. Name and title of individual (s) who prepared re-
sponse for this study:

The Great Atlantic lk Pacific Tea Company, Inc. J. W. Van Vliet

Secretary of Plan

Telephone •  212 - 6894000 - 274

Part II. Plan Profile

2. A. Year of Plan establishment  1948

B. Is the Plan qualified by the Internal Revenue Service?

(1) Yes E (2) No 0 If "No," explain.

1
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3. A. Date employer contributions to the Plan commenced (or reserves created) 1948

B. Date initial benefit payments under the Plan were made (other than refund of employee
contributions) 3-949

Thil9 18 a non-contributory Plan.

4. Funding:

A. Self-administered

(1) Trust

(2) Other (specify)

B. Insured (specify)

C. Combination (specify)

LI

0

LI

LI

[11 Funds were placed to 1960 with Prudential Insurance
Company for payment of benefits under deposit
administration account.

Starting in 1960 contributions were made to the Plan
for deposit at Bankers Trust Cimpany, Trustee.

2
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5. Type of Administration:

A. Employer or Employer
Association

127

B. Union

0

C. Joint Employer-Employee D. Other (specify)
Board of Trustees

0

6. Total number of current Plan participants (treat the term "participant" as having the same meaning
as in the Welfare and Pension Plans Disclosure Act, i.e., "any employee or former employee of an
employer or any member of an employee organization who is or may become eligible to receive a
benefit of any type from an employee . . . pension benefit plan, or whose beneficiaries may be
eligible to receive any such benefit." However,pecifically include any preparticipant who has pot
qualified for memlership in the plan but with respect to whose service payments Were Made into the-
pen-siOn plan or fund:-A1S+TinClude—iny person whose service has been temporarily intempted,
e.g., persons on military leave, but who may still be eligible to receive benefits if their service is
resumed. This procedure should be followed with respect to all subsequent questions involving the
term "participant.")

A. Active  2h,779  B. Retired  8,229

As at December 31, 1969

3
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7. Check the category or categories that best describes the groups covered by the Plan.

A. All Employees B. Hourly Rate C. Salaried D. Other (specify)
0 0

All full-time employees except those in Jointly-Administered Plans

8. Industry in which most of the participants are employed (check one) :

A. Manufacturing

D. Transportation

G. Finance, Insurance
and Real estate
0

B. Mining C. Construction

E. Communications F. Wholesale and
and Utilities Retail trade
0

H. Services I. Other (specify)
0

4
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9. A. Is the Plan collectively bargained?

(1) Yes 0 (2) No DE

B. Does more than one employer
contribute to the Plan?

(1) Yes LI (2) No [X]

10. A. Current employer contribution formula:

(1) 0 Fixed rate per hour, week or month or percent of payroll (specify)

(2). CE Other (specify)

Actuarial Computation

B. Is this formula specified in a written collective bargaining agreement, plan, trust agreement or
similar governing document?
(1) Yes 0 (2) No CZ

If "Yes," specify the document or documents in which the formula appears:

(a) Collective bargaining agreement
(b) Plan
(c) Trust agreement
(d) Insurance contract
(e) Other (specify)

E
LI
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Current benefit formulas (give data for service which would commence as of date of study).

n f)L‘
e- 

For each year of Plan membership (maximum 33-1/3 Years)
d-

AL Normal retirement At Age 65
1-1/2% of "Final Pay" (Average of five consecutive years of highest earnings

of last 10 years. Pay is base earnings including
extra compensation for regularly scheduled work but
excluding overtime or other extras.) 

Less half of Primary Social Security Payable at age 65

Special Minimum Income Feature 
At Age 65 - $5. a month for each year of Plan Membership up to 35 Years.Therefore under this feature income can be as high as $175., a month($5. multiplied by 35 Years).

Income to be the higher of either formula.

EL Early retirement

After reaching age 55 and 10 years
immediately payable reduced benefits

Age

Plan Membership may retire early at
as follows:

Benefit

55 50%
56 55%
57 60%
58 65%
59 70%
60 75%
61 80%
62 85%
63 90%
64 95%
65 100%

May also elect a Level Income Option to increase Plan income before Social
Security Benefits normally begin and decrease after age 65.

6



C. Disability

D. Death

Early Retirement.

$1,500 Death Benefit.

131

E. Other (e.g., survivorship, temporary retirement, etc.) (specify)

Widow's Benefit = 40% of Employees Benefit payable for life but will

stop on remarriage.

Upon death before normal retirement widow also receives Group Life

Insuramce.

7
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12. Age and service requirements for obtaining benefits.

A. Normal retirement

Age 65 and entry into Plan Membership.

sPr

B. Early retirement

After Age 55 and 10 years Plan Membership.

C. Disability

D. Death

After Age 55 and 10 years Plan Membership.

$1,500 Leath Benefit to designated beneficiary.

EL Other (e.g, survivorship, ternporaryretire-
ment,etc.) (specify)

If death occurs after age 55 of eligible member active or retired, his
widow married to him for at least one year and not separated by law
or in fact will be eligible for 404 of his benefit for life or until
remarriage.

8
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13. A. Specify the requirements of the vesting provision, i.e., age, service, type of separation, etc.

After age 55 and 10 years Plan Membership.

B. What percentage of accrued benefits are initially vested?  None 

C. After how many years are all accrued benefits vested? Same as Early Retirement Require-
ments.

D. Specify the vesting formula (including whether such formula has retroactive effect).

Same Formula as Early Retirement Requirements.

A21 Benefit 

• 55 50%
56 55%
57 60%
58 65%
59 70%
60 75%
61 80%
62 85%
63 90%

• 614 95%
65 10,4_

•

9



134

E. Specify any survivorship rights under the vesting provisions.

Widow's Benefits and $1,500 Death Benefit to eligible Plan member's
designated beneficiary.

F. Specify whether any benefits in the event of illness (i.e., medical, surgical, hospital benefits,
etc.) are provided to retirees under the Plan. Indicate the requirements for obtaining such
benefits.

No-such benefits. are covered under other plans.

10
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14. Does the Plan credit service with other employers or service with respect to other plans of the same
employer? A. Yes 11] B. No D

If "Yes," specify the type of credit provided, i.e., partial, full, etc., and provide such other essential
details as will clarify the arrangement (include data on any reciprocal arrangements entered into
with other plans, including the identity of such other plans).

All subsidiaries employees credited in same manner 88 total Company and

credits transferred with employee if he transfers within Company.

See also Question 45 B, P. 30, as regards acquired entities.

15. Does the Plan provide for employee contributions? A. Yes I B. No

If "Yes," specify that rate of such contributions, and indicate whether the Plan requires such con-

tributions to be made as a condition of participation.

11
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16. A. Specify the pre-participation service period required as a condition precedent to membership in
the Plan (check one) :

(1) None
(2) 3-6 months
(3) 1 year

LI
Li

(4) 2-3 years
(5) Over 3 years
(6) Other (specify)

LI
0
Ei 5 Years full-time

service.

B. Specify the minimum age required as a condition precedent to membership in the Plan (check
one)

(1) None
(2) 18-21 Li

(3) 22-25
(4) Over 25

Li
Li

C. Does the Plan credit pre-participation service with respect to the Plan?
(1) Yes 0 (2) No CX]

If "Yes," specify the type of credit provided.

17. Specify the maximum age, if any, at which an employee is barred from membership in the Plan  65

12
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18. A. If the Plan contains a continuous service requirement, specify the period of time which will con-
stitute a "break in service." (check one) :

(1) Less than 1 year D (3) 2 years 0
(2) 1 year 0 (4) Over 2 years rj

(5) Other (specify) tg]

Any break in service for any perioa, except if same is pursuant to an approved

leave of absence or service in Armed Forces.

B. Enumerate any other conditions which will constitute a "break in service."

C. Enumerate any circumstances recognized by the Plan which will serve to waive a "break in
service."

Approved leave of absence or service in Armed Forces.

Part III. Data on Benefits and Forfeitures

(Where records of the Plan are unavailable, estimate if necessary but indicate if the figure is an

estimate.)

19. A. Specify the total number of persons who have participated in the Plan
since 1950 or since the Plan's establishment if that date is later than
1950 

B. Specify the total number of persons who have participated in the Plan
within the past 5 years 

(E) Estimated. 

13

64,076 (E)

59.349
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20. A. Specify the total number of participants who received benefits since 1950 or since the the Plan's
establishment if that date is later than 1950:

(1) Normal retirement  7,834 
(2) Early retirement h,416 
(3) Disability retirement  
(4) Death 1,197 
(5) Other

B. Specify the total number of participants since 1950 or since the Plan's
• establishment if that date is later than 1950 who have obtained vested

rights under the vesting provision on terminating employment' before
qualifying for normal or early retirement 

C. Specify the total number of participants within the past 5 years who have
obtained vested rights under the vesting provision on terminating em- •
ployment before qualifying for normal or early retirement 

21. A. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the
Plan for any reason (include those who retired and/or died) 

B. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the
Plan for reasons other than normal or early retirement 

C. Specify the total number of participants within the past 5 years who left
the scope of the Plan for any reason (include those who retired and/or
died)  

D. Specify the total number of participants within the past 5 years who left
the scope of the 

Plan for reasons other than normal or early retirement.
4,Ppiroive.).,".seorop,,,,,,vorwrAmteveirl,te.

*50,957 (E)

*38,707 (E)

*34,035 (E)

*30,775 (E)

22. Specify according to the following categories the total number of participants, regardless of their
• age, who left the scope of the Plan without entitlement to any retirement benefits:

A. Since 1950 or since the Plan's establishment if that date is later than
1950 *37,510 (E) 

B. Since 1950 or since the Plan's establishment if that date is later than
1950 with more than 15 years service under the Plan 

C. Since 1950 or since the Plan's establishment if that date is later than 1950
with more than 10 years service under the Plan  

D. Since 1950 or since the Plan's establishment if that date is later than 1950
with more than 5 years service under the Plan_ *37,510 (E) 

E. Within the past 5 years *30,641 (E) 

F. Within the past 5 years with more than 15 years service under the Plan  * 800 (E) 

G. Within the past 5 years with more than 10 years service under the Plan  * 2,000 (E) 

H. Within the past 5 years with more than 5 years service under the Plan  *15,000 (E) 

I. Within the past 5 years due solely to voluntary separation *29,000 (E) 

J. Within the past 5 years due solely to failure to meet continuous service
requirements 

(E) Estimated.

*Most of these separations were withawals to Jointly Administered Plans 
within

past several years.
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23. Specify according to the following categories the average age of participants who left the scope of
the Plan without entitlement to retirement benefits:

A. Within the past 5 years with more than 15 years service under the Plan  51 (E) 

B. Within the past 5 years with more than 10 years service under the Plan  42 (E) 

C. Within the past 5 years with more than 5 years service under the Plan  34 (E) 

24. A. Indicate the average monthly benefit paid to Ketirees 5 years ago.
(1) Normal $17o.43 (2) Early  409.97 (3) Disability

. B. Indicate the averaffe monthly benefit paid to retirees within the last year.
(1) Normal $189.27 (2) Early  $210.67 (3) Disability

Part IV. Funding Status Data

25. Specify the following (give the latest figures) :

A. Total assets of Plan (at cost, book, and market value) :
(1) .$291,245,000* (2) $291,245,000 (3) $309,866,000 (4)  12/31/69 

(Cost) (Book) (Market) (Date of latest evaluation)

B. Total liabilities for all accrued vested benefits (include benefits vested
under vesting, early retirement, disability retirement aud normal re-
tirement provisions, and give present dollar value)  $216,1194171 12/31/68 

(Date of latest evaluat)on)

C. Total value of all accrued benefits, treating all such benefits as if they were
vested (give present dollar value) $1412,000,000  CE) 

*No contributions to Plan in 1969: See Question 26 B
12/31/69

(Date of latest evaluation)

26. A. Provide a concise description of the actuarial methods, factors and assumptions used in deter-
mining contributions or premium payments under the Plan (indicating specifically the assump-
tion used with respect to the rate of employee termination for reasons other than death, dis-
ability, or retirement).

See attached as with the D-2 Report.

15

66-5000-71—pt. 1-10
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B. Except for rnultiemployer plans, specify the total number of years (identifying each year) since
1950 or since the Plan's establishment if that date is later than 1950, in which the employer
did not make contributions to the Plan, or reduced his rate of contributions to the Plan, indi-
cating concisely the factors which dictated this result.

1969 Due to Adequate Funding.
See Attachment.

•

C. If a multiemployer plan, list those employers who are delinquent in their contributions to the Plan
as of the date of this study, the duration of the delinquency, the steps, if any, taken by the
Administrator in this respect, the total amount of delinquent contributions, and the total num-
ber of currently contributing employers.

None.

16
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27. A. Indicate the total amount ($ value) of loans made by the Plan fund which
are outstanding as of the date of this study (exclude investments in
government, corporate and other bonds) 

B. Indicate the total amount ($ value) of loans made by the Plan fund which
are outstanding as of the date of this study which were made without
collateral being provided by the debtor 

17

None

None
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C. Indicate the total amount ($ value) of loans made by the Plan fund which
are in default as of the date of this study 

D. Indicate the total amount ($ value) of loans made by the Plan fund which
are in default and which have been written off as uncollectable as of the
date of this study__

18

None

None
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E. Indicate the total amount ($ value) of debt owed by the Plan fund None 

28. A. List and identify all employers contributing to the Plan fund (including any employer controlling
such an employer, controlled by such an employer or under common control with such an em-
ployer) in whom the Plan fund has invested its assets, or with respect to whom the Plan fund
has made a loan, guaranteed a loan, or pledged its assets within the past 5 years. Indicate the
amount and date of such investment, loan, pledge, etc., for each employer listed.

Plan, under Trustee Management, last 5 year acquisitions of the Common
Stock of The Great Atlantic & Pacific Tea Company, Inc., were as follows:

Year Shares Cost 

1965 11,500 $338,078.65

1967 3,000 95,164.52

19
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B. List and identify all officers or employees of the union whose members are covered by the Plan
with respect to whom the fund has invested its assets or made a loan, guaranteed a loan, or
Pledged its assets, within the past 5 years. List and identify any corporation, joint-stock com-

PanY, mutual fund, etc., which such officer or employee owns or in which he has controlling
interest, with respect to whom the fund has invested its assets or made a loan, guaranteed a
loan, or pledged its assets, within the past 5 years. Indicate the amount and date of such invest-
ment, loan, pledge, etc., for each officer or employee listed, or of each entity owned or controlled
by him.

None.

29. Indicate what percentage of corporate stock at current market value held by
the Plan as of the date of this study was purchased directly from the
issuer or owner Nene

30. Specify the following:

A. The average amount of administrative costs charged to the Plan for the
last 5 years 

B. The ratio (percent) of current administrative costs charged to the Plan
to total fund assets calculated at current market value 

C. The ratio (percent) of total administrative costs charged to the Plan for
the last 5 years to the total income earned by the fund during the last
5 years 

None

None

None

D. The ratio (percent) of total administrative costs charged to the Plan for
the last 5 years to the total amount of benefits paid out by the Plan dur-
ing the last 5 years 
All costs paid by The Great Atlantic & Pacific Tea CotaDany•

20

  None

Inc.
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31. A. Indicate what percentage of total Plan fund assets at current market value
as of the date of this study has been invested in arrangements intended
to provide funds for housing or other social-economic improvement
programs 

B. List and identify each such program in which the Plan fund has invested
and the amount of the investment at current market value 

Bankers Trust Portion

23.134%

Market

Government National Mortgage
Association - $500,000 $501,565

Mortgage Bond 8-1/8% due 6/1/71

There is an intention to invest further in this program.

The Plan's proportionate share of Prudential investment
in housing loans and mortgages is approximately $45,919,505

Further funds have been cammitted by Prudential for
urban core housing during 1969.

Part V. Internal Administrative Data

32. Does the Plan provide a booklet to each participant explaining the terms, conditions and procedures
relative to the Plan? A. Yes A B. No fl

33. A. Does the Plan provide the participant with an opportunity to request a hearing on his claim for
benefits? (1) Yes [r] (2) No 21

B. Does the Plan require a complete or partial denial of a claim for benefits to be put in writing?
(1) Yes El (2) No 122

C. Does the Plan provide for any appeal procedures with respect to a denial of a benefit claim?
(1) Yes E (2) No ig]

D. If the Plan provides an appeal procedure, is it set forth in the booklet described in question 32?
(1) Yes E (2) No Xi

21
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34. Indicate approximately how many claims were considered for each of the last
5 years Approximately 4

35. Indicate whether the Plan utilizes the following (check all which are applicable) :

(

A. d Professional administrator - Deposit Administration Account
Prudential Insurance Co.

B. CE Corporate trustee Bankers Trust Company

C. [2 Actuary (indicate qualifications) Towers, Perrin, Forster & Crosby

D. Public accountant (indicate qualifications) Independent Certified Public Accounting
Firm- - Haslcins & Sells

E. a Attorney at law
F. P Investment advisor

G. Other consultants (specify)

22
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36. Are the Plan participants represented at any level in the administration of the Plan?

A. Yes M B. No

If "Yes," explain, and indicate how such participants are selected.

Retirement Board selected by the Board of Directors consisting
of one outside Director, and three Inside Director employees
of the Company who are also members of the Plan.

37. A. Specify the procedure for amending the Plan.

Recommendations through the Headquarters Administrative Committee,
reviewed by the Actuaries and Attorneys, and approved for presentation
and qualification with The Internal Revenue Service where necessary
by Employer's Board of Directors or Executive Committee thereof.

23
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B. Indicate approximately how many amendments have been made to the
Plan since 1950 or since the Plan's establishment if that date is later
than 1950 

C. Indicate approximately the intervals at which the Plan is codified in a
single document to incorporate all amendments 
since 1948 - 190 and 1970.

12

2 times

38. If the Plan is administered by a group of individuals, e.g., board of trustees or committee, indicate
whether the Plan contains a provision requiring regular periodic meetings of the group.

A. Yes El B. No con
If "Yes," specify the period at which such group is required to meet.

24
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39. Investment decisions are made by (check all that participate) :
A. 0 Committee appointed by employer
B. 0 Committee appointed by union
C. 0 Joint employer-union board of trustees or committee
D. a Corporate trustee
E. 0 Investment adviser
F. 0 Corporate trustee or investment adviser with review by employer, union, joint board of

trustees, or committees appointed by any of the foregoing
G. 2 Other (specify)

Prudential Insurance Company makes decisions with respect to funds
held by it in deposit administration account.

40. Specify what formal restrictions, if any, limit the discretion of those persons charged with the re-
sponsibility for investing Plan assets (e.g., provisions with respect to diversification of funds, in-
vestment in securities of the employer, restrictions against investment in corporate stock, etc.)

With respect to Funds held by corporate trustee, no investments may be made
in stock or other securities or obligations of any Company or Enterprise
primarily engaged in the manufacture or distribution of food products other
than the Company or any of its subsidiaries, affiliates or related Companies
or in property in which any such Company or Enterprise has a leasehold or other
interest without prior written consent of the Company.

41. Is the Plan audited at least once a year by an independent licensed or certified public accountant?
A. Yes n B. No

25
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42. Has qualification of the Plan or exemption of the trust under the Internal Revenue Code ever been

revoked or suspended? A. Yes CI B. No a If "Yes," explain.

43. A. If the Plan is insured, list and identify:

(I) Any administrator, officer or employee of the Plan who is a director, officer or employee of

the carrier or service organization providing benefits under the Plan.

None.

26
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(2) Any director, officer or employee of any employer contributing to the Plan who is a director,
officer or employee of the carrier or service organization providing benefits under the Plan.

None.

(3) Any officer or employee of the union whose members are covered by the Plan who is a di-
rector, officer or employee of the carrier or service organization providing benefits under
the Plan.

None.

27
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B. If the Plan utilizes a corporate trustee, list and identify:

(1) Any administrator, officer or employee of the Plan who is a director, officer or employee of
the corporate trustee.

None.

(2) Any director, officer or employee of any employer contributing to the Plan who is a director,
officer or employee of the corporate trustee.

None.

28

,
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(3) Any officer or employee of the union whose members are covered by the Plan who is a di-
rector, officer or employee of the corporate trustee.

None.

44. Indicate the provisions for distribution of assets upon Plan termination, including the order of pri-
orities for distribution under the Plan.

1. Full benefits to all retirees, widows and contingent annuitants.

2. Full vested benefits to all Plan members according to their vested
interests.

3. Balance distributed proportionately according to their creditable
service to the remaining members of the Plan.

4. Nothing to come back to the Company.

29



154

45. A. Specify any layoffs or closing of a plant, department or subdivision of an employer which resulted
in more than 10 percent or more than 500 of the active participants in the Plan being separated
from the scope of the Plan (give data for last 5 years and specify in each case the percentage
and number of employees separated).

None.

•

•

B. Does the Plan cover participants who became eligible to participate in the Plan by virtue of a
corporate acquisition, merger, consolidation, lease, etc., which resulted in termination of their
prior plan? (1) Yes E (2) No 0 If "Yes," furnish the following details:

(a) Name of the predecessor corporation  Gress Stores Company, Inc. 

(b) Date of the acquisition, merger, consolidation, lease, etc  April 21, 1969 

Gress Stores Company, Inc.

(c) Name of the terminated plan of the predecessor corporation Employees Pension Trust Plan

April 21, 1969
(d) Date the plan of the predecessor corporation was terminated  

C. Indicate the percentage of participants currently covered by the Plan who
received vested rights under other plans of the same or a predecessor employer  •02% 

30
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46. List and identify any compensated administrator, officer or employee of the Plan who also receives
compensation as a director, officer or employee of the employer contributing to the Plan or as an
officer or employee of a union whose members are covered by the Plan.

None.

47. If the Plan is administered by a group of individuals, indicate how frequently
within the last 5 years membership of the group has changed Annually

48. A. Specify the number of lawsuits within the last 5 years brought against
the Plan by or on behalf of persons who are or claim to be participants
or their beneficiaries 

B. Of the total figure furnished in (A), specify the number which were suc-
cessfully resolved in favor of such persons or which were settled 

C. Of the total figure furnished in (A), specify the number of suits which

*2

*2

were based on claims for benefits *2 

«One case was withdrawn by Claimant. Cher case involved purely formal 
establishment

O f entitlement to benefits of incompetent widow who killed participant, her

66-500 0-71—pt. 1-11
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D. Of the total figure furnished in (C), specify the number of suits which

were successfully resolved in favor of such persons or which were

settled  *2

E. With respect to all litigation not involving claims for benefits, specify the following:

(1) Title of the action (and court in which the action was brought)

(2) Date

(3) Law reporter citation (s) (if any)

(4) Nature of issue

(5) Outcome

*See note on Page 31.
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HARRISON A. WILLIAMS, JR., N.J., CHAIRMAN

JENNINGS RANDOLPH, W. VA. JACOB K. JAVITS, N.Y.
CLAIBORNE PELL, R.I. WINSTON PROUTY, VT.
EDWARD M. KENNEDY, MASS. PETER H. DOMINICK, COLO.
GAYLORD NELSON, WIS. RICHARD S. SCHWEIKER, PA.
WALTER F. MONDALE. MINN. BOB PACKWOOD, OREG.
THOMAS F. EAGLETON, MO. ROBERT TAFT, JR., OHIO
ALAN CRANSTON, CALIF. J. GLENN BEALL, JR., MD.
HAROLD E. HUGHES, IOWA
ADLAI E. STEVENSON III, ILL.

STEWART E. MCCLURE, STAFF DIRECTOR
ROBERT E. NAGLE, GENERAL COUNSEL

'11Cnifeb Zfalez Zertate
COMMITTEE ON

LABOR AND PUBLIC WELFARE

WASHINGTON, D.C. 20510

July 14, 1971

Mr. Darrell V. Stiffler, Jr.
National Director of Personnel and Industrial Relations
The Great Atlantic & Pacific Tea Co., Inc.
42C) Lexington Avenue
New York, New York

Dear Mr. Stiffler:

On March 1, 1971, by Senate Resolution 35, the U. S.
Senate ordered the Senate Subcommittee on Labor to conduct
a study of the private pension system in the United States,
with special emphasis upon the need for protection of
employees covered by these funds.

As you were advised on July 7, 1971 by a staff member of
the Senate Subcommittee on Labor, Stephen F. Duane of Jersey
City, New Jersey had informed the Subcommittee of alleged
hardships resulting from inability to qualify for a pension
under your pension plan. These were discussed with you in
order to ascertain appropriate explanation in response to the
difficulties recited.

The complainant has been invited to testify before the
Subcommittee on Labor on or about July 27, 1971, on hearings
to be held pursuant to the Senate study of private pension
plans. It will be for the purpose of presenting the problem
alleged.

Accordingly, the Subcommittee on Labor similarly invites
your organization to designate a representative to appear to
testify with respect to your pension plan benefits relating to
Mr. Duane, and matters alleged by complainant. It would be
appreciated if you would indicate expeditiously whether you will

• appear. In the interim, please forward a copy of the pension
plan and such other publications which you issue relating thereto.
Your assistance is appreciated.

Sincerely,

Mario T. Noto
Special Counsel

Subcommittee on Labor
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THE GREAT ATLANTIC & PACIFIC TEA COMPANY, INC.

ESTABLISHED ISMS

EXECUTIVE OFFICES

GRAYBAR BUILDING, 420 LEXINGTON AVENUE

NEW YO,RK, N. Y. 10017

DARRELL V. STTFFLER
NATIONAL D/RNCTOR or

PIIIIEGONNICL Ixouorw.. RIMATION• July 19, 1971

Mario T. Noto, Esq.
Special Counsel •
Subcommittee on Labor
United States Senate
Committee on Labor and Public Welfare
Washington, D.C. 20510

Dear Mr. Noto:

This will acknowledge receipt of your correspondence dated
July 14, 1971.

PE SMATUDY

L 23 1971

On July 7, 1971 representatives of our company met with
Mr. Arthur Lowy, staff member of the Senate Subcommittee on

Labor and reviewed the employment record and pension coverage

of a former employee, Stephen F. Duane, Jersey City, N.J.

Mr. Duane was in our employ from May 13, 1939 to January 22,

1971. At the time his services were terminated, he was a

member of a collective bargaining union represented by Teamsters

Local 863, Newark, N.J. and a participant in the jointly admini-

stered Teamsters Local 863 pension fund to which we were a

contributing employer. Mr. Duane, s participation in this fund

resulted from collective bargaining and his complaint of inability

to qualify for pension properly relates to the Local $63 pension

fund.

Therefore, we advised Mr. Lowy we will not appear to testify,

as any response to the difficulty cited by Mr. Duane can only be

appropriately explained by the principals of the jointly administered,

Local 863 pension fund.

Yours very truly,

11.

DVS:jw

3
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The CHAIRMAN. We have now two witnesses formerly employed by
the Michigan Tool Co., Mr. George Silver and Mr. Earl Machelit.
Now, who is who?
Mr. SILVER. I'm Silver.
Mr. MACHLEIT. I'm Machleit.
The CHAIRMAN. All right, Mr. Silver, do you want to start?
We appreciate very much your being here.

STATEMENT OF GEORGE S. SILVER, OF STERLING HEIGHTS, MICH.,
AND EARL MACHLEIT, OF ST. CLAIR SHORES, MICH., FORMER EM-
PLOYEES OF THE MICHIGAN TOOL CO.

• Mr. SILVER. Thank you.
My name is George Silver and I worked in the Detroit area for

30 years. I'll be 50 years old in December. I work for the Michigan
Tool Co.
Now, for 30 years we were supposed to have had a pension plan

in that place. So just on February 28 they put a notice on the board
that they were moving out of the State of Michigan. They were going
to North Carolina. Then, in April, they put a notice on the board
that our pension plan was terminated. So we were supposed to have
vested rights in this pension plan too. So we went to put in our slips
for vested rights. They refused to take it.
Now, we are supposed to get $5 a year for every year of service. We

get nothing. We don't get any severance pay, and they say that even
the men that are 58 years old will not be able to draw any money out
of the pension fund because there's no money there. Something's got
to be done about this because I'm 50 now. I got another 15 years to go
so I can start again, but if there's no laws, they can write me out again
in 15 years. So somebody's got to do something.
The CHAIRMAN. When did you go to work for Michigan Tool?
Mr. SILVER. April 28, 1941.
The CHAIRMAN. And you had continuous employment there?
Mr. SILVER. Except for 3 years when I was in service and we carried

our seniority, even though we were in service.
• The CHAIRMAN. Until June of this year?

Mr. SILVER. June 15 of this year we were laid off.
The CHAIRMAN. Now, can you describe your understanding of what

your pension program was? Was it a company-administered plan? Was•
the union involved in it? Just what was your understanding of it?
Mr. SILVER. Well, each had three men on a panel. That's the way

I understand it. Now, every time we had a contract, we negotiated
pension benefits along with, with the whole package, an across-the-
board package.
The CHAIRMAN. You say each had a man on the board.
Mr. SILVER. The company and the union. We had three men and

they had three men.
The CHAIRMAN. I see.
Mr. SILVER. So this was a negotiated thing from 1941 to 1951, our

pension plan. They paid in, started off 7 cents an hour per hour for
every hour worked and it got to 14 cents an hour for every hour
worked. Then they went into this new plan which the company did not
have to pay into per hour. They paid just to keep it solvent. So I guess
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they used the money that was in there before when they were paying
by the hour, and just moved it into the new plan. To me, it looks like
the company picked up all the interest. They're the ones that came
out ahead.
The CHAIRMAN. It was your understanding through those years that

for each hour there was a contribution to the pension fund?
Mr. SILVER. That's right. From 1941 when I started there. I think it

started before then.
Mr. MACHLEIT. It's in our book. They put in 14 cents an hour prior

to 1951 when the company sort of took over. They said, we'll take care
of it from now on, so the union must have agreed with it. But I still
think we should have got some severance pay or something from that
7 cents or 14 cents that we had been contributing to the fund prior to
1951. I have been there for 34 years.
The CHAIRMAN. Did you have a book that described the plan?
Mr. SILVER. I had one, but I haven't got it now. It described the

plan, but like the witness before me, you wouldn't get the same thing
out of it that I did. And this goes on in any of them. I don't think
there's a pension plan that I've looked at that two men can get the
same answer out of, especially men that are not college men or lawyers.
The CHAIRMAN. But you did know that the company was to con-

tribute 14 cents for each hour.
Mr. SILVER. That much I know.
There was money going in there. That was up to 1951 until they

changed over to the plan we have now where all they have to do was
keep it solvent. All you did was give the company the money back,
because I know the company wasn't paying 14 cents an hour from
1951 up to now. It's not possible, because we didn't have that many
men retiring.
Our retiring just started in the last 6 or 7 years that men started

getting old enough to retire.
The CHAIRMAN. Well, did you know all the way through that you

just had to be there until a certain age to get anything at all?
Mr. SILVER. No, you didn't have to do that because with this here, I

got a slip here with our vested rights.
Now, guys that quit Michigan tool and went someplace else to work,

they were handed a vested rights slip that gives you your credits and
you were supposed to get this when you reached 65 years of age. Well,
they accepted them from the men that quit. There's mine. It says, I.
George J. Silver apply for deferred pension benefits to which I am
entitled, Mechanics Educational Society, MESA, Local 6, retirement
income plan. They refused to accept it. After 30 years of service, they
refused to accept this, but yet the man that quit a year or two before
this, they accepted. They gave him this. This slip was made out by the
union because the company would not give us a slip to make out. The
men that quit when the company gave the notice had the slips signed.
They have vested rights, but the guy that stayed there until the end
hasn't got vested rights.
The CHAIRMAN. What did the vested rights mean to the men who

quit earlier?
Mr. SILVER. Well, it's a reduced rate on the pension, but when they

reach 65 
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The CHAIRMAN. If he's not yet 65?
Mr. SILVER. Maybe he'll come under the same thing now as us. They

claim there's no money in there for us.
The CHAIRMAN. Well, his vested right then at this point appears,

from what you said, to be vested in a fund that is insolvent and non-
existent, really.
Mr. SILVER. That's right, true.
The CHAIRMAN. Well, it's a jointly administered fund. Is that right?

What was the union, by the way?•
Mr. SILVER. Mechanics Educational Society.
This goes back when Marvin Anderson owned Michigan Tool. This

is before Ex-cell-o took over Michigan Tool. See, Michigan Tool is
• owned by Ex-cell-o Corp. But under Michigan Tool, they were still

under the Michigan Tool name. Now, in North Carolina it's going
under Swannawoa Tool Co., but it's still been owned by Ex-cell-o.
Mr. MACHLEIT. Yeah, a slip they hung up there said something about

the company that's had 50 years of gearmaking, and here it's sup-
posed to be a new shop. They just changed the names on it. That's all,
but they have the same personnel.
The CHAIRMAN. While you're looking for that, Mr. Silver, I see

you have the books that describe the plan.
Mr. SILVER. That's the pension plan.
The CHAIRMAN. I wonder if we could get that included in our

record?
Mr. SILVER. Yeah, here's a sales thing put out by Michigan Tool Co.

It tells about moving down to North Carolina. It says this new plant
is a former Ex-cell-o-plant and already has the workers. Nobody was
asked to go from the Michigan Tool to go to North Carolina. They
didn't want any workers from Michigan Tool to go down there. This
place will be furnished by a work force from the Asheville Technical
Institute. And from what the union tells me, 60 percent of the tab
is being picked up by the taxpayers of the U.S. Government on this .
training thing. And that's a pretty good deal, when they use your tax
dollar to train somebody else to do your job. I got nothing against
them moving as long as they use their money to move. And this thing

• they claimed they'll do when we were working and making money
for them. Let them stay behind this thing and pay it out.
The CHAIRMAN. How old are you now?
Mr. SILVER. I'll be 50 years old in December.
The CHAIRMAN. You have some minor children I see?
Mr. SILVER. Yes. They are 11,15, and 17.
The CHAIRMAN. Where are you working now?
Mr. SILVER. Right now, State of Michigan unemployment, and that's

a long, a long line in the State of Michigan, believe me.
The CHAIRMAN. You are a machine tool operator?
Mr. SILVER. That's right.
The CHAIRMAN. For exactly 30 years?
Mr. SILVER. Well, from the termination date I would be 4 days short

of 30 years, but I worked until June, which is over 30 years.
The CHAIRMAN. Before we turn to Mr. Machleit, the Chair

recognizes Senator Randolph.
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STATEMENT OF HON. JENNINGS RANDOLPH, A U.S. SENATOR FROM
THE STATE OF WEST VIRGINIA

Senator RANDOLPH. Thank you, Mr. Chairman. I am in an executive
session of the Subcommittee on Air and Water Pollution, and we're
attempting to complete certain provisions to bring legislation of im-
portance to you gentlemen as well as to all Americans. I did want to
come to commend you in no cursory fashion, Mr. Chairman. You and
Senator Javits had a conference not too many weeks ago, which I re-
call very well, in which you focused attention on this subject by dis-
cussing the preliminary results of the study of the private pension
plans. I, at that time, felt that what you were doing, leading the way
toward these hearings, was of vital importance. And in the Senate
on Monday, May 17, I gave a commendation to you and I ask that I
be permitted to read just very brief extracts from my remarks in the
Senate on that date.
In 1968, the then Assistant Secretary of Labor, Thomas R. Donahue,

testified before the Senate Labor Subcommittee on pending pension
plan legislation. He stated with brevity, yet with eloquence, the es-
sence of the problems which have prompted his characterization of
these plans as a "cruel illusion." His words, now I repeat:

If you remain in good health and stay with the same company until you are
65 years old, and if your department has not been abolished, and if you haven't
been laid off for too long a period, and if there is enough money in the fund,
and if that money has been fruitfully managed, you get a pension.

Those were the words of the Assistant Secretary of Labor speaking
in 1968.
Now, I add that no pension plan legislation, Mr. Chairman and

Senator Javits, was enacted in furtherance of that incisive statement
which was given to us in 1968. There was no legislation that was passed
in 1969 and there was no legislation passed in 1970. And so I think that
the three of us present today at this hearing believe that the time has
come to enact into law a comprehensive, realistic, and protective meas-
ure. I'm in nowise critical. I'm only saying what the record shows which
is that we had a rather blunt warning in 1968 and I've read part of
that testimony.
Now, I would like to quote these words from my statement in the

Senate of May 17 of this year:
As a matter of equity and fair treatment, an employee should not have to work

his entire productive life for one company in order to receive a pension. A work-
er, after a reasonable period of service, is entitled to protection of his retirement
benefits against any termination of his employment. If the private pension sys-
tem is to be a partner with our public Social Security program, as it should be,
pension plans must be considerably more enlightened. Labor mobility is now the
rule in this country, not the exception.

I know, Mr. Chairman, you've commented many times as have other
Senators on the rather large segment of our working force that moves
from one point to another in America because of employment in one
area being better at a certain time than the work opportunities in an-
other area. Because we are a nation of mobility with good transpor-
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tation and communication, this has come to pass. So I commend you
today. I commend Senator Javits for your initiative in these hearings
where we're discussing the human problems and, certainly, they're
very important, associated with private pension plans. I'm sure that
it is not an overstatement for me to say that millions of workers and
many of these workers are in our State of West Virginia, are looking
anxiously and earnestly to these hearings and hope for action by the
Congress. And I will ask unanimous consent, Mr. Chairman, to pre-
sent, as a part of the record, certain communications supporting leg-
islation of the type that you're thinking of and working toward. One
letter comes from Charles E. Adkins, of Point Pleasant, W. Va. An-
other communication, cosigned by 122 persons, comes over the signa-0 ture of Carmen J. Pagliero. He's president of Local Union 1640,
United Steel Workers of America, and the letter comes from Fair-
mont, W. Va. I shall read these lines from that communication. "We
know you are aware that of 6.9 million workers who participated in
51 pension plans since 1950, only 4 percent received benefits." Now,
whether this is correct or not, I'm giving you a statement of constitu-
ents. "Also of the 2.9 million participants in the 36 group plans since
1950 only 8 percent receive retirement benefits."

Senator WILLIAMS. These are our figures.
Mr. RANDOLPH. Fine. Fine. And he specifically requests that we sup-

port legislation that would guarantee that pension funds would be as
well regulated as banks and assured as accounts within those financial
institutions. He indicates they believe it's important for legislation to
provide portability of pension fund. benefits from company to com-
pany so an employee can take his pension with him regardless of his
reason for being transferred from company to company. Also, that if
the company should close the plant doors or sell to another company,
the pension fund would remain with the employees. He respectfully
urges—and the 122 persons who cosigned the letter—that legislation
is needed and that these people have given faithful productive serv-
ice to the companies, not only in West Virginia, but throughout the
Nation.
I ask unanimous consent, Mr. Chairman, that the pertinent parts

• of these communications, perhaps even listing the cosigners with their
names and addresses, be included as a part of the record of today's
hearings.
The CHAIRMAN. They certainly will be.
(The letters referred to, subsequently supplied, follows:)
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Senator Jennings Randolph
United States Senate
Senate Office Building
Washington, D.C.

Dear Senator Randolph:

3306 Franklin
Point Pleasant, W.Va.
Yerch 20,1971

Would you please put your considerable talents to work on the Lill or a Bill
\
\,

similar to the one 5enator Yarcourgh started that would bive working men the rights

to the pensions that have been negotiated for tnem. Some means of vesting and to

make the pensions portable between employers would endear you to the working man

and further your name as the humanitarian you are.

Sinc9rel)5(,/ ' </&

Ch‘Charles Lf-Ldk‘?("1
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Senator Jennings Randolph
Senate Office Building
Washington, D. C.

Carmen J. Pagliaro
United Steelworkers of America
resident of Local Union #160

816. Nuzum Place
Fairmont, West Virginia, 26554

Dear Senator Senator Randolph:

We know you are aware that of 6.9. million workers who participated
in 51 pension plans since 1950 only foul:. per cent received benefits.
Also of the 2.9. million participant in the 36 group plans since 1950
only eight per cent received retirement benefits.

We respectfully request that you propose and support legislation
that would guarantee that pension funds would be as well regulated
as banks and assured as bank accounts. Futher, we would like to have
legislation that would provide portability of pension funds and benefits
from company to company so that an employee could take his pension
with him regardless of his reason for being transabrred from company
to company.

Also that if the company should close its plants doors or ,.•e11
out to another company the pension fund stay with the employees.

We respectfully urge prompt enactment of Laws which will assure
payment of pension that have been earned by long years of faithful
service to the companies and corporations of this great country.

felt that you would receive thousands of letters to read on
this subject, so instead Of all our union brothers writing individual
letters they would just sign there names and address on the attached
pages.

lispectfully,„0,/2f,!•
Carmen J. PagIiaro
President of Local Union //;1640
United Steelworkerrof America
816 Nuzum Place
Fairmont, West Virginia2,26554

(Note: A letter cosigned by 122 other interested individuals
may be found in the files of the subcommittee.)
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The CHAIRMAN. These will make a significant contribution to our
record, and your statement of deep concern certainly contributes to
our work.
Senator RANDOLPH. As you know, I have been working in the

Special Committee on Aging, on the subcommittee which I chair, on
employment and retirement incomes for old people, and this problem
of pensions arises to haunt us over and over again. I do hope that what
you are doing, Mr. Chairman, will be productive, and I pledge for the
record that I shall attempt to cooperate with you in bringing legisla-
tion, well reasoned legislation, as quickly as possible to the Senate so
that we may enact a measure that is so important to American work-
ingmen and women.
The CHAIRMAN. Thank you very much. It has been a long time

really since the Congress has acted in this area. The last major devel-
opment was the Welfare and Pension Plans Disclosure Act.
We were here for that, and there were certain hopes. Some have

been realized, but that is only the first small step in this whole area,
and certainly vesting and funding are two of the principal concerns.
We have had two witnesses, and we are about to have the third. They
are certainly demonstrating that vesting and funding in some present
pension systems are grossly inadequate.
Senator RANDOLPH. Mr. Chairman, I refer to a letter from Mr.

Adkins who has written from Point Pleasant. He specifically directs
his thinking toward vesting and funding features which you have
just emphasized, and I think that it is certainly wholesome and help-
ful that the men who have been through this pension experience sit
at this table today and give us the case histories of individuals and
groups.
It all points, I think, toward not some hit or miss type of legislation

but well reasoned legislation, and I repeat that because it is a subject
that we have to consider very carefully.
Mr. Chairman, Senator Javits also, I again offer my special com-

mendation to you for your work here. I will now return to my other
subcommittee and deal with some water pollution problems, but I
appreciate your allowing me to interrupt.
The CHAIRMAN. Thank you very much.
In furthering one point here on the funding Mr. Silver, Mr. Wade

spoke with you in Michigan and notes that I have from Mr. Wade
tell me that your union has filed suit.
Mr. SILVER. Our union has filed a suit. It was in recorders court and

the company for some reason wanted to put it in Federal court. It is a
suit for $2.5 million.
The CHAIRMAN. Is this suit in connection with the pension fund?
Mr. SILVER. With the funding of the pension, yes.
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Mr. MACHLEIT. We had actuaries. One of our union lawyers got the
actuaries of the fund itself and he found out it was about a million
dollars in there where it should have been $3.5 million in order for
all of us to participate in the pensions.
The CHAIRMAN. Could we look at that letter?
Mr. SILVER. This is what was sent to me from the union, to say about

the law suit.
The CHAIRMAN. Could we have that for our records?
Mr. SILVER. Sure.
The CHAIRMAN. We would make a copy and return the original.
Mr. SILVER. You can have the copy there.
The CHAIRMAN. This is from the Mechanics Educational Society of

America. The union is filing suit in court to make Michigan Tool
Co. pay sufficient money into the pension fund to provide the benefits
you are entitled to under the plan.
Now this is to the members of the union.
We would like to make a copy of this.
(The information subsequently supplied, follows:)



168

WOodward 3-0701

Mechantcs Educational Society of America
AHMMTEDWITHAFL—C10
Local No. 6

1421 FIRST NATIONAL BUILDING
DETROIT, MICHIGAN 48226

April 6, 1971

TO ALL PRST AND PRESENT MICHIGAN TOOL EMPLOYEES
ELIGIBLE FOR PENSION UNDER THE DdCHIGAN TOOL
M.E.S.A. LOCAL #6 PENSION PLAN.

Dear Sir & Brother:

The M.E.S.A.,through its Attorneys Eugene
O'Leary and Philip Gillis, is filing suit in court to
make Michigan Tool Company pay sufficient money into
the Pension Fund to provide the benefits you are entitled
to under the Plan.

It will take some time before a decision is
obtained and we ask that you, as a member having a sub-
stantial interest in the outcome, keep us advised of
your current address in case you move during the interim
period.

Please send any change of address to the Local
Office as sho,n on this letterhead.

Fraternally yours,

ROBERT WYNNE
Local #6 Secretary
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The CHAIRMAN. Now we turn to you, Mr. Machleit.
Mr. MACHLEIT. That has about covered it all.
The CHAIRMAN. My notes tell me you gentlemen are relatives.
Mr. SILVER. Brothers-in-law.
The CHAIRMAN. Somebody married somebody's sister. Which is

which?
Mr. MACHLEIT. I married his sister.
The CHAIRMAN. How long was your service?
Mr. MACHLEIT. Thirty-four years. The notice was on the board say-

ing that April 13 we would terminate, close the shop. So I said how
about if I put in my vested rights now and then the personnel manager
said no, you can't unless you quit. You will have to quit first and then
we will take your vested rights and file it, and you will get your pen-
sion when you are 65.
But I had to quit though prior to April 26, I think it was, something

like that. But we all stuck together and said well, let's work out and find
something else. So we worked all the way until June and then when we
got laid off we asked them for our vested rights and they said no, it is
too late, it is terminated, you have got no right to it now.
The CHAIRMAN. Now let me make sure that what you are saying is

clear enough for me to understand.
Who advised you to quit the job in order to get your vested rights?
Mr. MACHLEIT. The personnel manager of the company.
The CHAIRMAN. And you have worked there how many years?
Mr. MACHLEIT. Thirty-four.
The CHAIRMAN. When did you believe that your rights became

vested?
Mr. MACHLEIT. You mean secured?
The CHAIRMAN. Yes.
Mr. MACHLEIT. Right along I always thought it was all right.
The CHAIRMAN. Did you know that there had to be a period of serv-

ice that was defined in the contract?
Mr. MACHLEIT. Every 10 years. If you have at least 10 years you are

entitled to a pension 
The CHAIRMAN. That was your understanding? Ten years of service

and you had a right?
Mr. MACHLEIT. Yes.
The CHAIRMAN. Well, could you collect the benefits under that right

at a certain age?
Mr. SILVER. Sixty. I could have got early retirement at 60. That

would be probably 80 percent of the money that I would have col-
lected if I waited until I was 65. So I figured in another year and a
half I would be 60 and I could get on the early retirement, 80 percent
of what I had coming to me, and that would be it.
But then they said no, it is all over with now, the company is done,

and the pension fund is terminated.
He never told me I could come back when I am 65 and collect it.

So that is why the union had filed that suit, to make sure there is
enough money in there, and then when I get 65 I go to the union and
they are supposed to try to see if there is any money left and get some-
thing for me.
The CHAIRMAN. Senator Javits ?
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Senator JAVITS. Gentlemen, I would like to ask you both, either one
of you, whether you know how many employees were involved in the
shutdown?
Mr. SILVER. You mean the latest group that was working?
Senator JAVITS. Yes.
Mr. SILVER. Oh, I gather 200, maybe 175.
Mr. MACHLEIT. About 200. But the thing is, Senator, you see they

moved part of this operation of Michigan Tool. They owned another
one at Manistee, Mich. They make machines up there, too. This was
over a period of time, where they kept moving the men out, so there
was a lot of them out of work at that time, so actually working there
was about 175 or 200 men.
Senator JAVITS. Now, of the 175, do you have any idea how many lost

all pension rights?
Mr. MACHLEIT. Almost all of them, because anybody that had 10

years' seniority would draw their pensions. It would be almost a hun-
dred percent loss of the people that were left in there at the time.
Senator JAVITS. Have you any idea as to what happened in terms

of the whole work force? How many of those 
Mr. SILVER. Well there is about 120 of them drawing it, the pension

plan.
Senator JAVITS. Now?
MT. MACHLEIT. Yes.
Mr. SILVER. There is some of them that started collecting back in

1951 or 1955 and 1960.
Senator JAVITS. Over that whole period
Mr. SILVER. Yes.
Senator JAVITS. And as far as you are concerned, I gather you fig-

ured that this pension plan was part of your compensation; is that
right?
Mr. SILVER. True.
Mr. MACHLEIT. Yes.
Senator JAVITS. And the fine print deprived you of it because youworked 6 days longer, did it not, than the time they terminated theplan.
Mr. MACHLEIT. We worked longer than 6 days.
Senator JAVITS. They terminated the plan on April 24, 1965.
Mr. MAcimErr. Yes.
Senator JAVITS. And you terminated on April 30, 1971.
MT. SILVER. No. June 15.
Mr. MACHLEIT. That April 30, Senator, is when we tried to turn inthe slips.
Senator JAVITS. Right. And because of that 6 days if you had termi-nated your employment on April 23 and turned in your slip you wouldhave gotten your benefit?
Mr. MAcinErr. We would have had to quit. We would have got ourpension benefits but no unemployment.
Senator JAVITS. SO you were better off for quitting than you werefor staying.
Mr. MACHLEIT. At least with my unemployment I am getting mymoney every week, but how am I going to know when I am 65, if Iam going to get my pension?
Senator JAVITS. And whether the plan will be adequately funded.
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Mr. MACHLEIT. That is right.
Senator JAVITS. I think the important thing is that you gentlemen

had a right to expect, after working all those years with the general
idea that there was a 10-year vesting provision, that you had something
in hand, rather than to be deprived of it by the fine print in the
contract.
Now I understand this matter is in litigation, is it not, between the

employer and the union?
Mr. MACHLEIT. That is right.

10

Senator JAVITS. And there has been no resolution of that?
Mr. MACHLEIT. We haven't heard anything yet.
Senator JAVITS. Suppose you had had a vP,sted right, would you each

tell us what would that have given you at age 65?
Mr. MACHLEIT. $160 a month.
Mr. SILVER. It comes to $5 for each year that we are employed.
Senator JAVITS. So you would get about $170.
That is a big loss.
Mr. MACHLEIT. With your social security a man can get along. But

not on social security alone. It is impossible.
Senator JAVITS. And that is the feeling that workers generally have,

as you know it?
Mr. MACHLEIT. True.
Senator JAVITS. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much.
Senator JAVITS. Mr. Chairman, I wish to raise one question in con-

nection with the failure of A. & P. to appear.
I would respectfully submit to the Chair that we ought to consider

whether or not in the case of employers' testimony which relates di-
rectly to workers' testimony and the employer refuses to appear—do
I understand. in this case the employer will appear?
The CHAIRMAN. They are the next witnesses.
Senator JAVITS. In the previous case they refused to appear, and I

should submit to the Chair and the committee at the appropriate time
the suggestion that we use our subpena power.
The CHAIRMAN. At the appropriate time.

• Now the Michigan Tool Co. represented by Mr. William W. Fellers,
and Mr. William Tayler.
Mr. TAYLER. I am not the witness. The witness is William W.

Fellers, the vice president of the Wyatt Co., an actuarial firm. This
is Mr. Fellers here.
The CHAIRMAN. My information was not quite accurate because

we received this only yesterday. You are a Washington attorney, Mr.
Tayler?
Mr. TAYLER. C. William Tayler.
The CHAIRMAN. Why don't you sit down.
Mr. Fellers is who?
Mr. TAYLER. He is 'standing to my right.
Mr. FELLERS. I am the actuary for the plan.
The CHAIRMAN. I am glad to hear there is still a plan.
Proceed any way you want.

66-500 0-71—pt. 1 12
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STATEMENT OF WILLIAM W. FELLERS, FSA ACTUARY, THE
WYATT CO.; ACCOMPANIED BY C. WILLIAM TAYLER, WASHING-
TON COUNSEL FOR MICHIGAN TOOL CO.

Mr. FELLERS. Mr. Chairman and members of the subcommittee, I
am William W. Fellers, vice president and a director of the Wyatt
Co., an international firm of consulting actuaries and employee bene-
fit consultants. Since I have been directly involved for some years in
the actuarial work for the retirement income plan, MESA Local No.
6, Michigan Tool Co., the company has designated me to appear before
you in response to your invitation to testify about the plan.
Accompanying me today is C. William Tayler, Washington counsel

for Michigan Tool Co.
I have been a fellow of the Society of Actuaries since 1946. This

is the largest examining body for actuaries in North America. The
Wyatt Co. represents over 3,000 clients, including large and small
businesses involving various types of pension plans. We are often
retained at the joint request of unions and management. We also
work for a number of unions servicing their staff pension plans.
The retirement income plan, effective January 1, 1951, was the re-

sult of a negotiated agreement between Michigan Tool Co. and the
Mechanics Educational Society of America, Local No. 6. Employees
eligible to participate in the plan were those persons employed by the
company on or after the effective date who were represented by Local
No. 6 of the Mechanics Educational Society of America.
The plan which is qualified under sections 401 and 501 of the Inter-

nal Revenue Code provides for retirement, disability and death bene-
fits for those employees who meet the eligibility provisions of the plan.
It further provides that the employees make no contributions to the
plan and that the entire cost of the plan be borne by the company.
The company established a trust fund with the Manufacturers Na-

tional Bank of Detroit to receive the moneys contributed by the com-
pany, to invest these funds and to pay benefits from the fund.
Payments from the fund and administration of the plan are directed

by a .joint board of administration consisting of six members; three
appointed by the company and three appointed by the union. The board
has sole power to administer the plan in accordance with the plan
in accordance with the plan provisions. Disbursements from the fund
may only be made upon direction by the board with at least two signa-
tures each by the company and union members of the board.

Prior to 1959, the plan was funded on a cents-per-hour basis. Since
1959, the plan has been funded on the basis of paying the normal cost
and amortizing the unfunded liabilities over 30 year periods from the
dates incurred by benefit increases.

Parenthetically, I might say that this is in line with the require-
ments under the proposed legislation.
In our opinion, the plan has been funded on a sound actuarial basis

for a going plan, consistent with methods employed by other plans ofa similar nature.
Contributions have been made to the trust fund by the companyon an annual basis since the establishment of the plan. These funds ap-
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pear to have been invested by the trustee in a prudent manner. Ac-
tuarial assumptions used by the actuaries in computing the company
contributions to the plan have been on a basis consistent with sound
actuarial practice and in accordance with Internal Revenue Service
rules and regulations.
Since its establishment in 1951, the plan has been amended eight

times pursuant to union demands and subsequent negotiations. These
amendments have served to increase the benefits provided for under
the plan. For example, the eighth and most recent amendment dated
March 14, 1968, increased the benefit structure from $3.25 per month
per year of credited service to $5 per month per year of credited serv-
ice for employees retiring on and after January 1, 1968; an increase
in benefits of more than 50 percent.

Further, these increased benefits were based on all credited service,
including service retroactive to the date of hire of each active partici-
pant. In addition, those employees who retired prior to January 1,
1968, received a $1.50 per month increase in benefits for each year of
credited service from date of hire to date of retirement.

Article VIII, section 4, of the plan provides that a participant who
terminates his service with the company after he reaches his 35th
birthday and who, at the time of termination, has 10 or more years
of credited service with the company will be eligible, upon making
due application, to receive a deferred vested pension benefit. This
benefit may be received, at his election, either at age 65 or after age 60;
but if payments commence before age 65, they will be paid on a
reduced basis.
The terms of the plan also provide that following the end of a 3-

year period commencing January 1, 1965, either the company or the
union may serve a 60-day written notice of desire to negotiate with
respect to modification of the plan.
During such negotiation, or at any time after expiration of the

60-day period, either party may serve upon the other a second written
60-day notice of desire to terminate, in which event the plan will ter-
minate 60 days after such termination notice has been served.
On January 13, 1971, the union was notified that the plant located

at 7171 East McNichols, Detroit, Mich., would terminate its manu-
facturing operation due to excessive and unacceptable losses incurred.
Proper notices of the termination of the plan was made to the union.
As a result, the plan was terminated April 24, 1971.

Article XII of the plan provides that upon its discontinuance, the
assets of the plan be allocated, to the extent that they are sufficient,
for the purpose of paying retirement benefits to employees in the
following order of precedence:
(a) to employees retired prior to the date of discontinuance,
(b) to those employees age 65 or over on the date of discontinuance,
(e) to those employees age 60 or over, but less than age 65 on the

date of discontinuance.
(d) to those employees age 50 or over, but less than age 60 on the

date of discontinuance,
(e) to those employees below age 50 on the date of discontinuance,
(1) terminated employees with vested rights are to be included in

their appropriate age categories except that, within each category,
active employees and retired employees will have precedence over ter-
minated employees with vested rights in the distribution of benefits.
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The above termination provisions of the plan are of long standing
and list the order of precedence for distribution of the assets of the
trust fund upon termination of the plan and are common to plans of
this type. This procedure is recognized by the Internal Revenue Serv-
ice and has been approved by it in this instance.
Mr. Earl E. Machleit who was born October 24, 1912, was hired

September 7, 1939, and was laid off on June 15, 1971. As of April 24,
1971, the date of termination of the plan, he had accumulated 34-3/12
years of credited service. Since he was an active employee on April 24,
1971, and had attained age 50 but not age 60 at that time, he would be
classified under category (d) above.
Mr. George J. Silver who was born December 18, 1921, was hired

April 28, 1941, and was laid off on June 15, 1971. As of April 24, 1971
the date of termination of the plan, he had accumulated 30-1/12 years
of credited service. Since he was an active employee on April 24, 1971,
and had not yet attained age 50 at that time, he would be classified
under category (e) above.
We understand that, Mr. Machleit and Mr. Silver are alleging

hardships "* " resulting from inability to qualify for a pension"
under the Michigan tool plan. These employees were actively at work
when the plan terminated. As such, their age automatically puts
them into the categories described above.
If these employes had voluntarily terminated their employment

prior to termination of the plan they would have been eligible for
a deferred vested benefit under article VIII, section 4 of the plan. They
would thus be classified under category (f) described above, thereby
being in a less favorable position than if they had been actively em-
ployed on the termination date of the plan, April 24, 1971.
As we have made the staff of this subcommittee aware, there is now

a suit pending concerning the plan brought by 
i 
the union and in-

dividuals which the company is having heard n Fedral Court in
Michigan. In that suit, the union makes charges of unsound actuarial
funding and other serious charges which the company intends to con-
test vigorously. Until that litigation is concluded, I am sure that you
can understand the company cannot and should not predict just what
benefits any claimants will receive.
Michigan Tool Co. feels that it has abided by the provisions of the

plan and all of the laws now in effect.
That concludes my statement, Mr. Chairman. I am now ready to

answer any questions.
The CHAIRMAN. Because of the litigation you conclude that the

company cannot and should not predict just what benefits any claim-
ants will receive.
Mr. FELLERS. That is right.
The CHAIRMAN. Well I certainly think that is a fair statement and

that as far as the dollar benefits are concerned I appreciate that be-
cause it is in litigation, but I certainly think that you can help us de-
fine just what the nature of the vested rights are of the two men who
were just here as witnesses. Certainly their service period has created
in them a vested right. They both have over 10 years with the
company.
Could you describe just what their present right is? How would

you describe it?



175

Mr. FELLERS. I would describe that in terms of the years of credited
service, multiplied by the $5 that they have as of the date the plan is
terminated subject to the funds reaching to the category of employees
as enumerated, and in the order enumerated.
You see, the funds are used first to take care of the retired people

and then if anything is left it goes to people age 65 and over.
The CHAIRMAN. Well now, in other words these men who felt when

they came up here that they had no rights, they do have vested rights
in the funds.
Mr. FELLERS. I certainly would say they have vested rights in the

fund to the extent that the fund will reach down into that category.
The CHAIRMAN. They are in category D coming down the list of

• priorities which leads us to the obvious question and this is more perti-
nent to your testimony as actuary than even the company perhaps, as
you say your conclusion is that this plan has been an actuarially
sound plan. They certainly will be reached if it is an actuarially sound
plan. Is this so?
Mr. FELLERS. That is not necessarily so.
The CHAIRMAN. How does that happen?
Mr. FELLERS. Well-
The CHAIRMAN. A vested right. You know that word "vesting," when

you combine it with "right" that has as much dignity as anything I
know of in the law.
Mr. FELLERS. I think that the distinction here is that vested right in

a going plan versus a vested right in a terminated plan.
Senator JAVITS. If the Chair would yield, this plan was terminated

by the company; right?
Mr. FELLERS. Right. Yes.
Senator JAVITS. And yet you say it is soundly financed actuarially,

so you imply that there is money to go down to D. & E. Isn't that
what it comes down to?
Mr. FELLERS. I really don't know.
Senator JAVITS. The implication is clear from your testimony. If

there was you would say so. You ought to be proud of it.
Let me ask you another question.

• The CHAIRMAN. While we are on that, now I am not an accountant,
certainly not an actuary, but when you have a vested right you can
compute what is needed, assuming you have a 10-year right. And
while it doesn't fix until age 65, in that 10 years of service, the actu-

• aries can tell the company what is needed in terms of a fund to pay
that right at age 65.
Mr. FELLERS. Yes, and we have.
The CHAIRMAN. Then these men do have, if it is actuarially sound

and the fund is sound, if they followed your advice, these men have a
right. There will be a benefit when they reach the age.
Mr. FELLERS. I think the problem is this, Mr. Chairman, that the

plan has been amended from time to time. Just a few years ago the
benefits were increased by 50 percent. And 'significant additional bene-
fit was given to retired people.
Now the company did not immediately make that whole. It was

funding for that over a period of time, by amortizing any unfunded
liabilities over a 30-year period, you see. And it is within the frame-
work of this kind of funding that I feel that the plan was being
funded on a sound actuarial basis as a going plan.
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Now once a plan terminates, the document provides that the amount
of moneys will be distributed in accordance with a certain order of
priorities. And so therefore it has to reach down as far as it will go.
Senator JAVITS. If the Chair would yield, I get that picture per-

fectly, but this is not an involuntarily terminated plan, it is a volun-
tarily terminated plan; isn't that true?
This company could call it off whenever it wanted to?
Mr. FELLERS. Yes.
Senator JAVITS. But your actuarial assumption was that they would

not and therefore you say it's soundly financed actuarially because
your assumption is they would continue to pay for the 30 years and
not terminate.
Mr. FELLERS. We assume that they would so long as the plan was

in operation.
Senator JAVITS. I am sorry. That is not responsive. Your actuarial

assumption was that they would continue to pay for 30 years, other-
wise it was not actuarially sound; isn't that true?
Mr. FELLERS. I don't think it is. No, Mr. Javits.
Senator JAVITS. Well you and I differ 100 percent.
Mr. FELLERS. Yes we do.
Senator JAVITS. And we will get actuaries to find out whether you

are telling us the right thing or not because they had the right to ter-
minate and you say it is actuarially sound because they were funding
over 30 years. You did not take that into account, that they would
terminate sooner?
Mr. FELLERS. NO.
Senator JAVITS. OK. That is the only point I am making.
One other thing. Isn't it a fact that the plan having been amended

eight times—that is what you say—it would be necessary to adjust
the funding every one of those times?
Mr. FELLERS. And it was.
Senator JAVITS. It was. But also without taking account of their

right to terminate sooner?
Mr. FELLERS. Well as an actuary I don't know of any assumption

that can really be made with respect to the possibility of the plan
being terminated.
Senator JAVITS. Now we are getting to the point. I am not finding

fault with you. I said that before. I am not finding fault with you,
but with the system. If we are going to require actuaries to take that
into consideration, we are going to have to do that for everybody.
I do think that you would be much more helpful to us if we have

the key points. The fact is as an actuary you did not assume that it
would 

terminate, 
you assumed that it would go on for 30 years

and therefore, it is underfinanced materially because the company
unilaterally, not involuntarily, decided to terminate so when it pulled
the string everything else went down the drain.
Thank you, Mr. Chairman.
The CHAIRMAN. Senator Taft?
Senator TAFT. Mr. Chairman, I don't know exactly what rules we

are operating under.
The CHAIRMAN. We have had the statement of Mr. Fellers and

your turn has arrived for questioning.
Senator TAFT. Mr. Fellers, the only solution of this problem would

have been the funding of the whole plan at the outset.
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In other words, if you have a plan that is subject to termination,
the only way that you can assure that the funded rights under the
plan will be taken care of is to fund the whole plan at the outset.
Mr. FELLERS. That is right. It would mean that at any time there

was an' increase in benefits in order to be absolutely sure that the
benefits are protected by a fund, why then the whole fund would have
to be established at that time. This is about what it boils down to.
Senator TAFT. What effect do you think such a requirement would

have upon the establishment of the private pension plans?
Mr. FELLERS. Under that kind of requirement—very few, if any,

plans would be adopted of this type.
Senator TAFT. Do you have any ideas about what the additional cost

would be comparatively per year in the first year of the plans as com-
pared to the alternatives adopted in this plan?
Mr. FELLERS. Roughly, my recollection is that the unfunded liabili-

ties when the plan was first initiated were a magnitude of $600,000
or $700,000 and the contribution requirement on the basis of paying the
going normal cost and budgeting that over a 30-year period—were a
magnitude of $60,000 to $70,000.
Senator TAFT. So it would have been about 10 times as much.
Mr. FELLERS. Yes.
Senator TAFT. Had employees contributed to the plan?
Mr. FELLERS. No; the company was paying for all the benefits.
Senator TAFT. And the terms of the plan were negotiated under the

collective bargaining representatives?
Mr. FELLERS. Yes.
Senator TAFT. Were you in on the original negotiations?
Mr. FELLERS. No; I wasn't involved in the original negotiations.
Senator TAFT. Thank you very much.
Senator JAVITS. I would just continue—now suppose that when the

plan was terminated there was a provision in the plan that the company
had a continuing obligation to fund everything that was vested. They
would have done that; would they not?
Mr. FELLERS. If there was money I suppose they would have.
Senator JAVITS. Isn't it analogous to the fact that they may have had

a lease on the property they vacated and they couldn't get out of the
lease unless they terminated, they would simply have to liquidate?
Mr. FELLERS. Yes.
Senator JAVITS. And if they didn't choose to do that they could go

right on and pay into the fund for the same 30-year period that you
actuarily assumed.
Mr. FELLERS. They could if the agreement provided for it but it does

not.
Senator JAVITS. I understand. So that your testimony about front-

end loading, which is what you just testified to, that it would be 10
times the amount in the first year, assumes that the agreement would
not provide that if they chose to terminate they still would have to
fund; of course if they didn't choose to terminate, the 30-year period is
fine. The employees aren't objecting to that. Isn't that true?
Mr. FELLERS. Yes.
Senator JAVITS. That is all.
The CHAIRMAN. Just to go back and clarify the understanding of

our witnesses, one testified that he was advised that if he quit his job
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at a certain point which happened to be 2 months prior to the termina-tion, he would have had a right. He elected not to quit. He was thereat the end of operations and "the termination of the plan."
And then he was told he had no right, his application for inclusionon the list of those who had a vested right was refused. That is whatthe testimony was.
Could you clarify for this record and for those men what their situ-ation is? I gathered that it was not quite that way, that they didn'thave to quit to get a right.
Mr. FELLERS. That is right. Actually by being with the company atthe time, by being active employees at the time the plan was termi-nated, they have a right, which has a prior order of preference overthe right they would have had if they had terminated voluntarilybefore that date.
So I would say they are in a stronger position from a rights stand-point than the way they would have been the other way.
The CHAIRMAN. Well they have a right and now their union is pur-suing their remedy and I think we will leave it right there.
Senator TAFT. Mr. Fellers, regarding the testimony you just gave onthe lease, in the event of a termination of a lease that would be as aresult of a provision actually written in the lease contract—
Mr. FELLERS. Yes.
Senator TAFT. Insofar as the payment—supposing we went into apension plan or the fact that Senator Javits just mentioned, withregard to a voluntary termination, this would be provided for in theterms of the pension agreement, and what you are saying is that this

pension agreement did not have it nor was it required by Internal
Revenue to have it in order to qualify as a qualified pension plan.
Mr. FELLERS. The union and the company agreed to the kind of pro-

vision they have in the plan which did not include any provision for
any payments after the plan was terminated.
Senator TAFT. And the payments were to be made under the plan

were then based upon that assumption and payments were made by the
company?
Mr. FELLERS. That is right.
Senator TAFT. Had the company agreed to different terms, had it

agreed that in the event of a voluntary termination it would pay up
the unfunded liability, would that have changed the cost of the plan?
Mr. FELLERS. Yes. In my opinion it could have changed it mate-

rially. I think the company would then have had to take this into
account and would have actually been liable at this point certainly
for making all of these benefits whole.
At this stage, my understanding is that the benefits are limited, you

see, to what can be provided by the funds. As it is now. And the agree-
ment does not contemplate any additional contributions to make the
thing whole in case there are some people with these rights which
could not be taken care of.
Senator TAFT. And in agreeing to a provision such as has been sug-gested, that all unfunded liability would be paid in the companyvoluntarily terminated, the management would in a sense be imposing

upon itself an additional burden with regard to continuing theoperation of that plan. It would have to take that into account in the,cost of the overall plan.
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Mr. FELLERS. Yes.
Senator TAFT. As a matter of sound business judgment for all prac-

tical purposes in order to keep a complete freedom as to management
decision it would have to fund the liability at the outset.
Mr. FELLERS. That is right.
Senator TAFT. The cost would still be 10 times in sound manage-

ment thinking on this proposition, for the first year of the plan would
still be ten times what the actual cost was.
Mr. FELLERS. That would have been their liability and I think that

would have been increased each time there was a plan amendment.
Senator TAFT. Thank you very much.
The CHAIRMAN. Thank you very much.
Mr. Murray Finkelstein is our next witness. Mr. Finkelstein?
Senator JAVITS. May the record show in connection with the testi-

mony of the previous witness that one of the important aspects of the
legislation before us is reinsurance, and that reinsurance is especially
designed to "mutualize" the risk which is involved in plans which be-
come unfunded for practical purposes by virtue of the exercise of the
right of termination such as is here described.
This is a critically important point it seems to me in respect of the

feasibility and cost of such plans under my bill S. 2.
The CHAIRMAN. Thank you.
Mr. Finkelstein, we appreciate your coming to us from New York.

STATEMENT OF MURRAY FINKELSTEIN OF REGO PARK, N.Y., MEM-
BER OF THE RETAIL SHOE EMPLOYEES' UNION, LOCAL 1268

Mr. FINKELSTEIN. Thank you.
Mr. Chairman

' 
and Senator Javits, my name is Mr. Murray Finkel-

stein and I have been a member of my Union 1268 for 35 years.
The CHAIRMAN. What union?
Mr. FINKELSTEIN. The Retail Shoe Salesmen's Union.
I have been a member for 35 years.
Well let's start at the time when our pension became in effect, which

was the year—I think either 1950 or 1951.
The CHAIRMAN. Where were you working then?
Mr. FINKELSTEIN. I was employed in a store on 34th Street, New

York City, Foot Rest Shoes. At that time I had 11/2 years of coverage
before I got an opportunity to better my position.
So from there I went to Andrew Gelkr Shoes which was at the

time located at 18 West 57th Street. They were at that time affiliated
with the union pension plan. Now I did not at any time pay any money
into the pension plan, but our fringe benefits were contractual.
Every 3 years when we used to settle our contracts, our fringe bene-

fits would increase every time to an extent where at the time when this
place of business closed, which was in a period of 15 years, which
I have worked there, our fringe benefits were $14 a month, paid into
the union.
At the time of closing, the entire outfit including their factories and

stores and everything closed up. So I had to look for other employ-
ment.
Now I was approaChed by the union for other employment, but in

the event that if I would take this type of a position I would have to
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go back 25 years to the extent where actually I started into the busi-
ness until I worked myself up to the position that I was in.
Now when I say in the position that I was in, in the 15 years of

employment with Andrew Geller, which was a very high priced lady's
shoe running up to anywhere from $30 to $150 a pair, I acquired a
clientele and customers would come in and ask for me.
Now this type of trade was not a salesman-customer trade: This

was a company trade which we acquired which is actually a friendly
type. This was very, very important to me.
Now when Andrew Geller closed up I was approached by the I.

Miller firm. They had heard of us going out of business and heard of
my reputation. I was approached and asled if I would accept a position
with their firm which is exactly, I would say about 250 yards away
from the Andrew Geller store that I was working.
Now the question was this. If I were to accept the I. Miller position

I would have to give up my pension for the simple reason that the I.
Miller firm which is owned by Genesco have their own pension. They
in turn pay in for their employees and you have got to be employed
there at least 15 years in order to get the same thing, I would say, as
the union would offer me.
If I would accept the union job, it would be a question of taking

a very large cut in salary, going back to the type of trade that wouldn't
be beneficial to me because most of our business is done on commission
and in the interim, while I was working " for Andrew Geller I had a
heart attack. That was 31/2 years ago, and I am feeling fine now.
So I had to take that into consideration for the simple reason that

working for the I. Miller firm and taking my clientele with me, which
they have done, I don't have to work hard, I can take care of myself,
where I can wait on five or six customers a day and do my work and
satisfy my employer.
I approached the union asking them that if in the event I would

contribute $14 a month to their plan, whether they would accept it.
They said no, it must come from the employer. I am going on 60 years
of age. If I would stay on the I. Miller plan I would have to be 75
years of age in order to retire.
. Now all this money that has been paid in for me actually if we
didn't have a pension plan, this money would come into my pocket
because these are fringe benefits which were negotiated under contract.
S9 as I said at the time when my place closed up, my employer was

paying $14 amonth for every man into the pension fund. Now my
problem is this: I am very happy and satisfied where I am. Do I give
up this position. and go back 25 years after putting in 20 years on a
pension plan without seeing anything for it? This thing has gone
down the drain with no benefits.
The CHAIRMAN. Let me understand. You started under the plan

when you went with Geller or was it prior to that?
Mr. FINKELSTEIN. Prior to that.
The CHAIRMAN. When you were at various shoe stores?
MT. FINKELSTEIN. Only two prior to the Andrew Geller store.
The CHAIRMAN. You went with them in 1955. They terminated 1970,

and went out of business; is that it?
Mr. FINKELSTEIN. Right.
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The CHAIRMAN. You had 15 years with Geller and how many years
prior to that under the plan?
Mr. FINKELSTEIN. 41/2 or 5 years.
The CHAIRMAN. This was a union administered plan and the em-

ployer paid into the plan?
Mr. FINKELSTEIN. The employer paid into the plan through fringe

benefits.
The CHAIRMAN. When you say fringe benefits, what does that mean

to you?
Mr. FINKELSTEIN. Fringe benefits, things that we get while we are

negotiating a contract. Now we had a pension fund and a health fund.
Now this was paid in—we started, of course, very small and gradually,
as moneys were coming into the fund, our benefits were increased, but
I know as far as the pension fund was concerned there was $14 a
month paid in for each man belonging to that particular type of
pension.
The CHAIRMAN. For how long a period was this?
Mr. FINKELSTEIN. The $14 was for about 7 to 8 years. In fact, in the

last negotiation, which was about 2 years before Andrew Geller closed,
the pension fund got a $2 increase for every man.
The CHAIRMAN. Well, how did you look at that? You call that a

fringe benefit?
Mr. FINKELSTEIN. Yes.
The CHAIRMAN. On the other side of the coin, how do you com-

pare that with your wages? This was bargained for at the time your
wages were bargained for?
Mr. FINKELSTEIN. Correct.
The CHAIRMAN. Now, if the fringe benefits were not in the bargain-

ing process, what would that have meant?
Mr. FINKELSTEIN. It would have meant a larger increase.
The CHAIRMAN. A larger wage?
Mr. FINKELSTEIN. Right.
The CHAIRMAN. Does that mean you look at this in terms of really

deferred wages?
Mr. FINKELSTEIN. That is right. That is cash money.
The CHAIRMAN. AS cash money.
Mr. FINKELSTEIN. Correct.
The CHAIRMAN. When did you think that you would be able to get

any cash money from that fringe benefit?
Mr. FINKELSTEIN. If Andrew Geller would not go out of business

and if I worked until I am 65, I would have collected.
The CHAIRMAN. I see.
Mr. FINKELSTEIN. Now, I will be 60 this November and I don't

have anything. The only type of income I have is at the age of 65
my social security and my wife's.
The CHAIRMAN. Did you know when you were contributing as a

matter of your fringe benefits that you would have to stay there until
65?
Mr. FINKELSTEIN. No.
The CHAIRMAN. What did you think?
Mr. FINKELSTEIN. I could change my job. But the idea of changing

my job. I would compare—I would say, to a Senator who all of a
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sudden becomes nominated to become President, that is a pinnacle of
the thing. This is the farthest you can go.
Well that is what happened to my position. This is the furthest I

can go in my job. This is a good paying job. It has respect, and every-
body in my field looks forward to this. When I was a boy, I would
say of 25 or 26, I used to pass these stores and I used to say to myself
if I could only work there. And well I reached that position.
Now to give that up and go back 25 years I would probably go back

on a pension. But I couldn't give that up in the condition I am in.
You see now I feel fine and wonderful, but to start it all over again
where I would have to be working continually from the time I come
in until the time I go home, I made a choice. Well, this was it. Then
I read your article in one of the magazines and I wrote you a letter
explaining the situation and that is all I can say to you. It is not
much. The pension is only $75 a month but eventually, by the time
I reach 65 this thing would be $100 a month. And when you are ready
to retire every little bit counts I think.
The CHAIRMAN. Did you appreciate through those years that in

order to collect anything under that pension you had to say in that
particular plan until you were age 65?
Mr. FINKELSTEIN. Right.
The CHAIRMAN. You knew this?
Mr. FINKELSTEIN. Yes.
The CHAIRMAN. In other words, when Geller terminated, was your

expectation that you could stay at the same quality job and still stay
in the same plan? The problem here was you could stay in the same
quality work with Miller.
Mr. FINKELSTEIN. Correct.
The CHAIRMAN. You had to switch plans and you lost those years

under the other plan?
Mr. FINKELSTEIN. The reason for that is today, with the situation in

that particular field—there are no other firms in that plan. And this
I. Miller is still a union store. I still pay my dues every month, regard-
less, with no benefits whatsoever from the union. The only benefits
I do (Yet is from the firm. Hospitalization plan. Pension plan I can-
not get. I will get it if I work there until I am 75 years old.
The CHAIRMAN. Is there a contribution being made monthly?
Mr. FINKELSTEIN. As I said before I. Miller belongs to Genesco,

How it works I do not know.
The CHAIRMAN. This is one of the gaps that we address ourselves

to when changing jobs, all the credits that have been built up just
evaporate.
Mr. FINKELSTEIN. Correct.
The CHAIRMAN. You have to start all over again.
Mr. FINKELSTEIN. Yes. If I was 10 years younger it would be fine.
would have no problem. But at this age of the game I have got a

problem and that is it.
The CHAIRMAN. Well, because of the fine letter that you wrote to me

we are able to understand your problem.
Mr. FINKELSTEIN. I appreciate this and believe me, I took the time

off. I spoke to my manager and he says it is perfectly all right.
The CHAIRMAN. Well, you see you have helped us so much. From

your personal experience you have described what we in our language
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call the lack of portability of pension contributions, developing bene-
fit rights, that submerge because you don't carry them next door on
57th Street.
Mr. FINKELSTEIN. And we don't have any vested rights whatsoever

after 20 years. Everything goes down the dram.
The way this particular pension plan was written, they depend on

people like us to fall out. They depend on people like us to die before
we hit 65. This is what they claim so they can have money to pay the
pensions.
The CHAIRMAN. Well, these are the forfeitures we talked about ear-

lier, and we will be talking more about them and about studies that we
made. The conclusions from the information we receive tell us exactly

• the same story.
Mr. FINKELSTEIN. You know, it would be a wonderful thing if some-

thing would come out of this retroactive to people like us where we
could still get the benefit out of this thing. It is very well for the future,
you know, but it is very important for people like us.
The CHAIRMAN. Well, thank you very much. You have been most

cooperative.
Mr. FINKELSTEIN. I appreciate it very much.
The CHAIRMAN. Thank you. When I am feeling very plush one day

maybe I will pay your store a visit.
Mr. FINKELSTEIN. That is right. They run up to $200.
The CHAIRMAN. That is why I said when I am feeling very plush.

. I think we at this point will also include in the record the exchange
of correspondence with the Retail Shoe Employees Union.
(The information referred to follows:)

Senator HARRISON A. WILLIAMS,
Chairman, Senate Labor Relations Subcommittee,
Washington, D.C.
DEAR SENATOR WILLIAMS: I enclose a photocopy of a recent article which was

brought to my attention, and which encouraged me to address myself to you in
the hope that you will continue to pursue the problem of non-transferable pension
funds. Perhaps my story will aid in your endeavors:
I am a 35-year member of Retail Shoe Salesmen Employe's Union, Local No.

1268 (Union Square, N.Y.C.). In 1950, I started employment at Foot Rest Shoes,
• 34th Street, N.Y.C., and remained there for 41/2 years until the store went out of

business. The contract then in existence between employer and union provided,
among other things, for a pension fund—paid in by the employer and administered
by the above union.
My next job was with Andrew Geller Shoes, 57th Street, N.Y.C., who are manu-

facturers and retailers of ladies' shoes. I was employed there for 15 years until
the retail shop closed this summer. The final blow came when I was informed by
my union that my pension funds (191/2 years' worth) were non-transferable unless
I found employment in another shoe shop that had the same contractual arrange-
ment with the union. This was almost impossible to accomplish in the weeks gone
by, in view of economic conditions in general. In order to avoid any further loss of
income, I was forced to take a job with the I. Miller Shoe Shop in Manhattan,
N.Y.C. Unfortunately, their pension plan with my union was of a different type:
under their conditions, I would have to begin all over again and work for 15 years
before being eligible for retirement funds. Thus, at age 58 I had to look forward to
staying employed until age 73—before I would be granted the security toward
which I had been laboring for 35 years!
The union cannot (or will not) help. They say: rules are rules. I ask: what has

happened to all those funds paid-in by my two former employers? Why aren't they
transferable, since it involves the same union? Even partial payment would help
somewhat. What legal recourse now lies open to me in order to secure my old age?
It is very discouraging, to say the least.

SEPTEMBER 28, 1970.
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I have written today to the Attorney General for the State of New York, seeking

his help in a more direct manner. You can well imagine my indignation at this
point in my life.
May I hear from you at your convenience?

Respectfully,
MURRAY FINKELSTEIN.

[Excerpts from Financial World, September 23, 1970]

WASHINGTON NEWSLETTLIt

BANK MERGERS MAY RUN INTO STIFFENED REGULATORY OPPOSITION—TOUGHER RULES

PROPOSED FOR PENSION FUNDS—SWIFTER ACTION ON SECURITIES VIOLATIONS •

(By Ephraim Kahn)

Tougher rules for private pension funds have been proposed by Sen. Harrison
A. Williams, Jr. (D-N.J.), Chairman of the Senate Labor Subcommittee. He
would set up a federal body to make sure that benefits are paid when pension
funds are terminated before they are fully funded, require that pension funds
meet certain standards to make certain that their assets are adequate to meet
their obligations, and require that workers covered by private pension plans
receive at least certain minimum benefits after working for 10 years for a
company. The Williams bill would also have the Labor Department make addi-
tional studies of pension plans, including the practicability of 'portable' pen-
sions which would move with workers from job to job. Sen. Williams notes that
the bill he has introduced is subject to alteration, and comments that changes
may be "substantial." But he says he will do his utmost "to make sure that
during the next 12 months some kind of effective regulation of pension pinns is
enacted."
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COMMITTEE ON

LABOR AND PUBLIC WELFARE

WASHINGTON, D.C. 20510

July 14, 1971
SPECIAL DELIVERY

Mr. Jerome M. Simon, Administrator
Lical 126e, Retail Shoe Employees Union
36 W. 44t71 Street
New York, New York

Dear Mr. Simon:

On March 1, 1971, by Senate Resolution 35, the U. S.
Senate ordered tne Senate Subcommittee on Labor to conduct
a study of the private pension system in the United States,
with special emphasis upon the need for protection of em-
ployees covered by these funds.

As you were advised on July 7, 1971, by a staff member
of the Senate Subcommittee on Labor, Mr. Murray Finkelstein
of Rego Park, New York had informed the Subcommittee of
alleged nardsnips resulting from inability to qualify for
a pension under your pension plan. These were discussed
with you in order to ascertain appropriate explanation in
response to the difficulties recited.

The complainant has been invited to testify before the
Subcommittee on Labor on or about July 27, 1971, on nearings
to be neld pursuant to the Senate study of private pension
plans. It will be for the purpose of presenting the problem
alleged.

Accordingly, the Subcommittee on Labor similarly invites
your organization to designate a representative to appear to
testify with respect to your ension plan benefits relating
to Mr. Findeletein, and matters alleged by the complainant.
It would be appreciated if you would indicate expeditiously
whether you will appear. In the interim, please forward a
copy of the pension plan and suca other publications which
you issue relating thereto. Your assistance is appreciated.

Sincerely,

Mario T. Nato
Siecial Counsel

Subcommittee on Labor
MTh: it
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July 22, 1971

United States Senate Subcommittee on Labor

Room G237, New Senate Office Building

Washington, D. C. 20510

Attention: Mario T. Noto, Esq.

Special Counsel

Dear Mr. Noto:

Reference is made to your letter of July

14, 1971 addressed to Jerome M. Simon, Administrator
,

Local 1260, Retail Shoe Employees Union, which ob
viously

is intended for this Fund, The, Retirement Fund 
of Retail

'Shoe Employees.

Such letter requests the attendance of a repre-

sentative of this Fund at a hearing of the Senate Su
b-

committee on Lab9r conducting a study of the private

pension system in the United States. Such letter' States

that Mr. Murray Finkelstein has been invited to atte
nd

a hearing of the Subcommittee, on or about July 27, 197
1,

with respect to his inability to qualify for a pensi
on

under this Fund's Plan, and invites a representat
ive of

this Fund to testify with respect to this Fund's 
Plan

relating to him.

At the outset, mention is made of the fact that

this Fund, pursuant to law, is administered by a 
Board

of Trustees consisting of an equal number of Empl
oyer

Trustees and Union Trustees, and that such Board 
of

Trustees, and it alone, determines the policies o
f this

Fund, including the provisions of the Retirement 
Plan

of this Fund governing retirement benefits, and e
ligi-

bility for retirement benefits, subject, of cours
e, to

the provisions of applicable law.

It was the unanimous opinion of the Employer

Trustees and Union Trustees who could be consul
ted on

the short notice ocCasioned by your request for
 a quick

response, that no point would be served by s
ending .a
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representative to_appear at such hearing, since the same results

Could be accomplished by supplying the relevant data by letter. .

While not ignoring the purpose of your Subcommittee, it was neve::—

theless felt that the facts that the Subcommittee desired could

much more concretely and inexpensively be furnished by letter

rather than by sending a representative to such hearing.

Retirement benefits are given by this Fund to eligible

workers pdrEuant to the provisions of the Retirement Plan of this

Fund, a copy of which, including all amendments to date, is herewith

enclosed.

Pursuant to such Retirement Plan, eligibility is dependent

upon covered employment as defined in such Plan. (See Articles II

and III - Amendments adopted December 3 and 9, 1955.) Covered

employment, on and after January 15, 1951, means employment as a

full-time worker with an employer contributing to the Fund with

respect to such worker.

According to the Fund's records, the facts relating to Mr.

Finkelstein are as follows:

Name: , MURRAY FINKELSTEIN

Date of Birth: November 13, 1911

• History of Employment with

eMployers covered by this

Fund:

August 21, 1946 to November 1, 1955

and December 1, 1„955 to September

4, 1970

In order to be eligible to receive a normal retirement

benefit under the existing Plan, Mr. Finkelstein will have to

a) Attain age 65

b) Have 20 years of covered employment in the preceding

25 years,

c) Have 5 years of covered employment immediately preceding

approval of application.

66-S000-71—pt. 1-13
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Since September 4, 1970, Mr. Finkelstein 
has voluntarily

,

chosen not to be 41 covered employment.

In order to fulfill the conditions for retir
ement at age

65, he should return to covered employment n
ot later than his

60th birthday, November 13, 1971. Mr. Finkelstein was informed

of all these facts on several occasions beginn
ing on June 15,

1970 and was also offered positions in co
vered employment on

several occasions starting on July 20, 1970. 
If he returns to

covered employment after November 13, 1971, he
 could still be

eligible for retireMent benefits after he has 
at least 5 more years

of covered employment.

On June 15, 1970, the Union called a meeting o
f the workers

employed by his then covered employer, due to 
the fact that such

employer was going out of business. Mr. Finkelstein was present

at this meeting. The Union informed such workers at this meetin
g

of the necessity of securing and remaining in 
covered employment

to be eligible for retirement benefits under
 the Plan.

On July 20, 1970, Mr. Finkelstein was informed
 by the Union

about five covered employers who were in nee
d of workers t compen-

sation levels comparable with his then positio
n, and to apply to

them rather than to an employer who was n
ot participating in the

Fund. Mr. Finkelstein applied to only one of these e
mployers, was

offered a position there, but declined and too
k a position with an

employer who does not participate in the Fun
d.

In the latter part of 1970, after he commenc
ed working for

the non-participating employer, he was again
 reminded by the Union

of the necessity to return to covered employme
nt. In 1971, he was

again reminded by the Union of the availabilit
y of comparable posi-

tions with covered employers. In May of this year, he was informed

by the Fund, in response to a telephone call f
rom him, of the need

to return to covered employment in order to
 be eligible for retire-

ment benefits. Nevertheless, Mr. Finkelstein has continued to
 work

for a non-covered employer, thereby voluntaril
y jeopardizing his

right to retirement benefits under the Plan.

Should there be testimony at the hearing by or
 relating

to Mr. Finkelstein, it is respectfully request
ed that this letter
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.bQ read ,thereat and become part of the record.

JMS:sg
Enc.

REGUTERED MAIL

RETURN RECEIPT REQUESTED

Very truly yours, .

THE RETIREMENT FUND OF
RETAIL SHOE EMPLOYEES

Jerome M. Simon,
Administrator.
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The CHAIRMAN. Mr. Hoddick, we had you scheduled for this after-
noon but if you would like to testify now we would be happy to have
you.

This is Michigan day here.

STATEMENT OF FRANK HODDICK OF FOUNTAIN VALLEY, CALIF.,
FORMER EMPLOYEE OF THE MICHIGAN BELL TELEPHONE CO.

Mr. HODDICK. Yes sir; I am formerly from Michigan.
The CHAIRMAN. -Vire appreciate your coming. What is your present

address?

Mr. HODDICK. I am living in California.
The CHAIRMAN. All right. We appreciate having you explain your

experience. It will be helpful to us in the pension study.
Mr. HODDICK. All right, I will try to.
I tried to transfer to California in 1967 from the Michigan Bell

Telephone Co. My son was going to college out there at the time
and my daughter had an asthmatic condition. The doctor figured that
it would be better for her condition in the dryer climate so we decided
to move because my son was out there and there was nothing left at
home. The kids were both gone and we figured the rest of our lives
belonged to ourselves.
So I decided to turn in a transfer on February 10 or 20. I have a

reply here from the Pacific Co. March 10; if you would like I will
read it.

The transfer application of Mr. Frank E. Hoddick, estimate assigner, South-field, Mich. was received in our office on February 20, 1967.
We find, after reviewing his application, that we are not in a position to makea job offer. This decision is based primarily on the fact that he does not haveequivalent time left for us before retirement as he has already accrued withyou. With this understanding we are closing our files on this case.
If you have any further questions in regard to this matter please refer themto the personnel supervisor * * *.

The CHAIRMAN. Could we see that?
Let's go back again and let me know how many years you worked

for Michigan Bell.
Mr. HODDICK. Twenty-six years 1 month and 2 days.
The CHAIRMAN. You left Michigan to go, for family reasons, to the

west coast-

Mr. HODDICK. I have a transfer here if you would like to see it.
The CHAIRMAN. Oh, you did have it. You had established a transfer

right to the Pacific Co., and this is part of the A.T. & T. structure, one
of the subsidiary companies.
Mr. HODDICK. That was the reply from the transfer. This was the

leave I took. I decided to go anyway.
The CHAIRMAN. Wait a minute. You voluntarily took leave before

transferring.
Mr. HODDICK. After I received the reply, I could not transfer. We

had made the decision, my wife and I, that we were going to move
to California. Her parents were out here. My boy was going to college
out there and, of course, my daughter's condition at the time which
fortunately has cleared up.
The CHAIRMAN. When you left Michigan did you think you had

a job out there with Pacific Telephone?
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Mr. HODDICK. Not necessarily, no. I thought I would have no prob-
lem hiring on with them because I had heard that transfers could be
worked from the other end. Now this has happened in cases with
maybe 5 years seniority.
The CHAIRMAN. You had 26 years of seniority?
Mr. HODDICK. Right.
The CHAIRMAN. What were your pension rights as you understood

them when you left Michigan and went out to California?
Mr. HODDICK. Specifically I had no rights as far as this application

is concerned. I was class 3, not eligible for benefits under plan and no
expectation of reemployment. They asked me this before I left.
The CHAIRMAN. How long do you have to be in the plan to get any

rights at all?
Mr. HODDICK. Fifteen years.
The CHAIRMAN. You have been there 26 years.
Mr. HODDICK. Fifteen years if you have attained the right age, and

if you have attained the age of 55 with 25 years of service, it is at
their discretion. In other words, if you are going to be of more benefit
to them by remaining on the job, they can hold you to that.

Senator JAVITS. Well the point is as I understand it, Mr. Hoddick,
that if you had been permitted to transfer you would have been
vested in your work for the company.
Mr. HODDICK. True.
Senator JAvrrs. For the Pacific Bell Co., and what they were saying

to you in practical effect is that you weren't going to give them enough
time so that they just didn't want you to vest and hence denied your
transfer.

Isn't that it?
Mr. HODDICK. Well, this is actually what it comes down to. But you

can transfer within the company. It has been done before.
Senator JAVITS. And carry your pension rights?
Mr. HODDICK. Yes.
Senator JAVITS. If you are in the system. As long as you are in the

Bell System.
The CHAIRMAN. As a matter of fact, on that point, in any of the

Bell companies the fund goes right up to A.T. & T. and is trusteed
over to Chase Manhattan, isn't that right?
Mr. HODDICK. Basically, if you live, work, and die, and stay in the

same State with the same company, no problems.
The CHAIRMAN. Well, if you get a job in the Bell System, you pick

right up where you left off.
Mr. HODDICK. Yes. However, this is the problem.
The CHAIRMAN. Well, now, you still have a right, don't you?
Mr. HODDICK. This I don't know. I don't know whether I have a

right or not.
Senator JAVITS. You have no vested benefit of any kind because

you didn't stay long enough to get it with the Michigan Co. They
wouldn't let you transfer to the Pacific Co. where 
Mr. HODDICK. Well, 25 years is retirement. You can get retirement

if you have attained the age, but it is at their discretion.
Senator JAVITS. But you have not attained the age, had not, in 1967

when you quit.
Mr. HODDICK. Right.
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Senator JAVITS. We are not trying necessarily to indict any com-
pany—we are dealing with a system. Here is a system under which
you worked for over 26 years for a company which even had portability
within the system, that is within the A.T. & T. system. But because you
wished to change from company to company and the latter company
just didn't feel it wished to allow you to make the change, as that
would have put them in a higher rate of contribution for you, then
you were out, completely, you got nothing, because you were caught
between the two situations.
Mr. HODDICK. What it boils down to is that the only story I ever

heard from the other end, from the Pacific Co., was we have no pension
benefits in California for you.
The CHAIRMAN. Say that again.
Mr. HODDICK. We have no pension benefits in California for you.
If they could be transferred, all right. I tried this angle of it with

another division, San Diego, and I called back to Michigan to my old
boss and he sent me the transfer application. They said they would
accept it on the basis if the benefits could be transferred. So he sent
me the papers. I sent them in. Three weeks later they were sorry, but
they had no job to offer. Now what transpired, whether they could
transfer or would and didn't, I can't say.
The CHAIRMAN. Well, the Pacific plan is identical to the Michigan

plan.
Mr. HODDICK. They all are under the mother company.
The CHAIRMAN. As a matter of fact, the money contributed to the

plan by Pacific goes to the same trustee for funding that the money
contributed in Michigan goes to.
Mr. HODDICK. They have one of the best plans in the world.
The CHAIRMAN. This is one common fund, really, as I understand it.

So was there any problem for you to transfer because of the fact that
Pacific would be making the contribution rather than Michigan Bell?
Mr. HODDICK. This is all I heard.
The CHAIRMAN. You heard that. Well I 'have a feeling we will have

to go over your statement and put specific inquiries to the company.
This doesn't sound credible that they would think this way, because
it may be one company, at least in terms of that pension fund.
Do you know what the accounting is on the company's contribution

to the pension fund?
Mr. HoppicK. No, sir.
The 'CHAIRMAN. Well it is considered operating expenses, just like

your salary. It is part of the rate base and that is the foundation on
which we all pay to the telephone company.
Mr. HODDICK. It is negotiated in the union for the contract. How

much I don't know.
The CHAIRMAN. But your vesting has to cross on two points here.

You have to have a period of service and you have to be on the job
at the right age.
Mr. HODDICK. This is the way it looks. That is the only thing I can

get out of it.
Senator JAVITS. The issue is, when are you entitled to have a vested

interest?
Mr. HODDICK. That is true.
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Senator JAVITS. Under my bill it is 'beginning at 6 years, 'but in any
case the law if it were changed would then mandate that having worked
a given period of time you have vested interest and it has to be funded
accordingly.
Mr. HODDICK. I didn't let it go at this. I was a little perturbed and

I may have alienated a few affections at the time. But I did write a
letter to the president of A.T. & T. in New York City. Within 6 weeks
I had a reply back. They sent a special investigator out to my place to

4 interview me and update a job position offer.
I went down for the interview. Everything was sweet and no break

in service, all your benefits, your pension, the whole works, and with
a magic date of the 27th of the month that I was now in.

• The CHAIRMAN. Would you please move a little closer to the micro-
phone? I am having difficulty hearing you.
Mr. HODDICK. The 27th of the month that was in question. So every-

thing looked fine. The interview was great.
The CHAIRMAN. Where was the interview?
Mr. HODDICK. In Los Angeles, Calif.
The next day I went for a complete physical, and I mean a com-

plete physical, x-rays, back, and, of course, at the time this special
investigator came to the house I made it a point to tell him about the
arm I had trouble with. I had broken this on the job with another
company. And I made a specific point to tell him so there would be
no problem if they did hire me, that they could turn around and fire
me for giving them false testimony. So I made it a point. Yet when I
approached them on the subject down at Pacific there was no mention
of this in the transcript from the special investigator of the inter-
view. So I had the interview, of course, with the splicing department
down there and the safety man, and after I came back from the hos-
pital everything was fine; I passed all the tests.
They ran a complete electrocardiogram, back, chest, and all normal

medical examination. He says, "You passed everything perfect."
Now I got a call at my home maybe a week later from the doctor,

their doctor, stating that he wanted me to call him. And he says I had
a back injury at one time or other. I said "Well, if I did I failed to see
it. I have been examined several times for jobs. Service and everything
combined. And again when I applied for the job out here and nothing
has ever come up."
Well he said, something about a disk. So I went as far as to get a

a letter from my doctor about it which I have in the letter here, there
has never been any trouble with my back. And they noted. about my
arm. But this limits me from the job offer that they made of a cable
splicer and this is the reason they refused it, because of the arm injury.
So they manipulated to suit their purpose. It is the only thing I can
think of. Certainly in the last 4 years they have hired people, or I
assume they have.
The CHAIRMAN. You are now with another telephone company,

aren't you?
Mr. HODDICK. Yes.
The CHAIRMAN. General Telephone. What is your work there?
Mr. HODDICK. I am a lineman. I have been auditing for them a little

bit. I started out as a cable splicer and that is where I broke my arm
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and they are well satisfied with the job I am doing. In fact, they gave
me the time to come here to this meeting to see you people.
The CHAIRMAN. Are you under a pension plan with General Tele-

phone?
Mr. HODDICK. Yes.
The CHAIRMAN. How many years do you have to be there to get this?
Mr. HODDICK. Theirs is basically the same as the 15 years.
The CHAIRMAN. What is it?
Mr. HODDICK. Fifteen, I believe it is; 15 and 55 I believe is the

stipulation.
The CHAIRMAN. Years.
Mr. HODDICK. It is age and years.
The CHAIRMAN. Fifteen and fifty-five.
Mr. HODDICK. That is about normal, I think, for the plan but Bell

has one of the most magnificent plans I have ever seen for retirement.
If you live and work and die for them, you have a pension. There is
no problem.
Senator JAVITS. Mr. Chairman, I think the witness' testimony has

covered the point very adequately, which is, whether it is proper to
require by law vesting based exclusively upon years of service rather
than upon other conditions, such as age, which can frustrate the at-
tainment of pension rights, without regard to the employee's long
years of service.
I ask unanimous consent that part III of the questionnaire of

A.T. & T. entitled "Data on Benefits and Forfeitures" showing the
enormous number of men and women that get nothing because of
these conditions, may be made part of the record.
The CHAIRMAN. They will be included.
(The information referred to follows:)
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Part III. Data on Benefits and Forfeitures

(Where records of the Plan are unavailable, estimate if necessary but indicate if the figure is an
estimate.)

• • . •. .
1.9.# A. Specify the total number of Persons who have participated in the Plan Men

since 1950 or since the Plan's establishment if that date is late,7 than
1950  _   _511,125

B. Specify the total number of persons who have participated in the Plan
within the past 5 years   To tal_8.5.,_129_1 _394.a3

Women 

13n,3213

11(.0 26

20. A. Specify the totr,1 number of participants who received benefits since 1950 or since the the Plan's
establishment if that date is later than 1950:

# (1) Normal retirement Men 2,346 Women 763)
Tote.] Men# (2) Early retirement 2,165 Women 2,555)
Ig.t.a.1 363 CMen(3) Disability retirement 83 Women 280)
Total 3.371 (Men# (4) Death 2,671 Women 700)

(5) Other

B. Specify the total number of participants since 1950 of since the Plan's
establishment if that date is later than 1950 who have obtained vested - Men.
rights under the vesting provision on terminating employment befod)or
qualifying for normal or early retirement Total 16 

C. Specify the total number of participants within the past 5 years who have
obtained vested rights under the vesting provision on terminating em- I
ployment before qualifying for normal or early retirement  Total  32 16

Vesting provisions in the Plan became effective on June 1, 1969.

*
21.#. Specify the total number of participants since 1950 or since the Plan's

establishment if that date is later than 1950 who left the scope of the
Plan for any reason (include those who retired and/or (lied)  Total

# B. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the
Plan for reasons other than normal or early retirement  Total

C. Specify the total number of participants within the past 5 years who left
the scope of the Plan for any reason (include those who retired and/or
died) Total

D. Specify the total number of participants within the past 5 years who left
the scope of the Plan for reasons other than normal or early retirement

Total

Women

16

16 

Men Women
3329 1147589

147,888
29,479 111,535

141,014
12,736 28,571

4"007 _
11,197 27,522

38,719

13

t• * We have interpreted this question as applyin
o

g/active employees onlyand have answered Accordingly.
# Denotes estimate •

a
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22. Specify according to the following categories the total number of participants, regardless of their
age, who left the scope of the Plan without entitlement to any retirement benefits:
All data to December 31, 1968.

# A. Since 1950 or since the Plan's establishment if that date is later than
Men Women

1950_   Tatal__132_,.7 07 Z6,763 1 0 5, 910.1_
# B. Since 1950 or since the Plan's establishment if that date is later than

1950 with more than 15 years service under the Plan_Tatal 3,14_99 2,1 7 1 1. 328
# C. Since 1950 or since the Plan's establishment if that date is later than 1930

with more than 10 years service under the Plan Total 63,752 3,435 3,347
# D. Since 1950 or since the Plan's establishment if that date is later than 1950

• with more than 5 years service under the Plan Total 1/4,992
,

• 224- 9,768

E. Within the past 5 years Total 38,459
Less than 6 most. service: Tot. 4,791, M 1,737, W 3,054

# F. Within the pa.st 5 years with more than 15 years service under the Plan
Total 1,436

# G. Within the past 5 years with more than 10 years service under the Plan
Total 2,582

it H. Within the past 5 years with more than 5 years service under the Plan
Total 4,2,99

L Within the past 5 years due solely to voluntary separation 

Total 37,0811-
J. Within the past 5 years due solely to failure to meet continuous service

10,713 27,776

983 453
1., 572 1,010

2,179 2,120

9,982 27,102

requirements 0 5
Total 5

23. Specify according to the following categories the average age of participants who left the scope of
the Plan without entitlement to retirement benefits:

A. Within the past 5 years with more than 15 years service under the Plan 43 M

B. Within the past 5 years with more than 10 years service under the Plan_ 29' '14

240 F

36 F

C. Within the past 5 years with more than 5 years service under the Plan 35 M 31. F 
These figures are Bell System Averages for the years 1964-1968 

24. A. Indicate the average monthly benefit paid to retirees 5 years ago.
(1) Normal .$401 m 6__________

1 2F 
(2) Early __11_M_

165 F 60 F
(3) Disability •14t_,__L_l _

B. Indicate the average monthly benefit paid to ries within the last year.
(1) Normal $436- M (2) Early  164 9  M (3) Disability $271 NI 

203F . 1 5 F 95 F 

14

# Denotes Estimate
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The CHAIRMAN. We have this letter—we will make a copy of this
and get this back to you.
Mr. HODDICK. I keep all the originals of everything I have.
The CHAIRMAN. To whom is this letter addressed?
Mr. HODDICK. To the Michigan Bell Telephone Co.
The CHAIRMAN. I see Mr. R. C. Barron's name crossed out and

Mr. Bender's name written in. And I see the name Ruggles.
Mr. HODDICK. He was my immediate second level man.
The CHAIRMAN. This letter is from Pacific Telephone to Michigan

Bell.
Mr. HODDICK. Yes.
The CHAIRMAN. (reading from the letter) :• "We find after reviewing his application that we are not in a posi-

tion to make a job offer. This decision is based primarily on the
fact that he does not have equivalent time left for us before retire-
ment as he has already accrued with you."
I don't know, what does that mean?
Mr. HODDICK. Yet I had 20 years left to work. I had 26 years in and

20 to go. I had more with the Michigan Co. than I had to give to
them.
The CHAIRMAN. It says, "With this understanding we are closing

our files in this case."
Mr. HODDICK. Right.
The CHAIRMAN. It is a little difficult for me to understand. Let me

turn to counsel. I need a lawyer. Mr. Noto, what does that mean?
Well now we have lawyers in disagreement. So I can see the prob-

lem.
Well certainly we will have a record copy for the file and that

will be included in the record.
(The information referred to follows:)

PACIFIC TELEPHONE,
Los Angeles, Calif., March 10, 1967.

Mr. R. C. BARRON,
General Plant Personnel Supervisor,
Michigan Bell Telephone Co.,
Detroit, Mich.
DEAR MR. BARRON: The transfer application of Mr. Frank E. Hoddick, Esti-

mate Assigner, Southfield, Michigan was received in our office on February 20,
1967.
We find, after reviewing his application, that we are not in a position to make

a job offer. This decision is based primarly on the fact that he does not have
equivalent time left for us before 'retirement as he has already accrued with you.
With this understanding we are closing our files on this case.
If you have any further questions in regard to this matter, please refer them

to the Personnel Supervisor, who may be reached on 621-4084, Area Code 213.
Yours truly,

B. W. GLASSCOCK,
General Plant Personnel Supervisor.

The CHAIRMAN. We do have the information returned on our ques-
tionnaire 

Senator JAvrrs. I think too, Mr. Chairman, we might ask whether
within the system, the Pacific Bell Telephone would have had to pay
an amount which they consider excess because they would be taking
over your pension right at a much higher rate, and that is the reason
for the statement in the letter they made that, considering the amount
of time you had worked for them, it didn't pay, and that is the bind in
which you were caught.
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Mr. HODDICK. You see, they are sole distributors of the program.
There is nobody else, not even the union. They have a say but that is
all. The board completely reserves the pension and all the benefits.
The CHAIRMAN. We have another letter for the record here.
We will put into the record the letter from us to A.T. & T. and the

letter from Mr. King of A.T. & T. to Mr. Noto, special counsel to
the subcommittee.
(The letters referred to follows:)

dit
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HARRISON A. WILLIA

JENNINGS RANDOLPH, W. VA.

CLAIBORNE PELL, R.I.

EDWARD M. KENNEDY, MASS.

GAYLORD NELSON. WIS.

WALTER F. MONDALE, MINN.

THOMAS F. EAGLETON, MO.

ALAN CRANSTON, CALIF.

HAROLD E. HUGHES, IOWA

ADLAI E. STEVENSON III, ILL.

MS, JR., N.J., CHAIRMAN

JACOB K. JAVITS, N.Y.

WINSTON PROUTY, VT.

PETER H. DOMINICK, COLO.

RICHARD S. SCHWEIKER, PA.

BOB PACKWOOD, OREG.

ROBERT TAFT, JR., OHIO

J. GLENN BEALL, JR., MD.

STEWART E. MCCLURE, STAFF DIRECTOR

ROBERT E. NAGLE, GENERAL COUNSEL

rife Zfafez Zenate
COMMITTEE ON

LABOR AND PUBLIC WELFARE

WASHINGTON. D.C. 20510

July i9, 1971

REGISTERED
Mr. S. L. King
Assistant Vice President of Personnel
American Telephone and Telegraph Company
i95 Broadway
New York, New York

Dear Mr. King:

On March 1, 1971, by Senate Resolution 35, the U. S.
Senate ordered the Senate Subcommittee on Labor to conduct
a study of the private pension system in the United States,
with special emphasis upon the need for protection of em-
ployees covered by these funds.

The Employees Benefit Fund office was advised on July
19, 1971, by a Staff Member of the Senate Subcommittee on
Labor that the Subcommittee has been informed of alleged
hardships resulting from the inability of Mr. Frank Hoddick
from Fountain Valley, California, to cualify for a pension
under your pension plan.

The complainant has been invited to testify before the
Subcommittee on Labor on or about July 27, 1971, at hearings
to be held pursuant to the Senate study of private pension

p'isns. It will be for the purpose of presenting the pro-
blems alleged.

Accordingly, the Subcommittee on Labor similarly invites

your organization to designate a representative to appear to

testify with respect to your pension p.an benefits relating

to Mr. Hoddick and matters alleged by the compLainant. It

would ue appreciated if you would indicate, expeditiously,

whether you will_ appear. In the interim, please forward a

copy of the pension pan and such other publications which

you issue relating thereto. Your assistance is appreciated.

MTN:eph

Sincerely,

Mario T. Noto
Special Counsel

Subcommittee on Labor
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S. L. King, Jr.
Assistant Vice President

Dear Mr. Noto:

July 23, 1971

AT&T
American Telephone &
Telegraph Company
195 Broadway
New York, N.Y. 10007
Phone (212) 393-3276

Thank you for notifying us of your plans to hold
hearings on or about July 27 pursuant to the Senate study on
private pension plans.

We do not plan-to have a witness at this particular
hearing.

As requested, yot,will find enclosed a copy of
the "Plan for Employees Pensions, Disability Benefits and
Death Benefits" of the Michigan Bell Telephone Company,
which was in effect at the time Mr. Frank Hoddick left that
company.

incerely,

MR. MARIO T. NOTO
Special Counsel
Sub-Committee on Labor
U.S. Senate
Committee on Labor and
Public Welfare

Washington, D.C. 20510

•

„MI

(NOTE: The aforementioned enclosed copy of "Plan for Employees' Pensions, Disability Benefits
and Death Benefits" may be found in the files of the subcommittee.)
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The CHAIRMAN. Mr. King writes: "Thank you for notifying us of
your plans to hold hearings on or about July 27 pursuant to the Sen-
ate study on private pension plans. We do not plan to have a wit-
ness at this particular hearing."
We have underlined "this particular." I assume that they will prob-

ably want to come on in at another hearing.
Anything further, gentlemen?
We will recess now until 2:00.
(Whereupon, at 12:35 p.m., the hearing was recessed, to reconvene

at 2 p.m., this same day.)

AFTERNOON SESSION

The CHAIRMAN. The first witness this afternoon will be Mr. Ed-
mund McCarthy of New York.
Thank you for being with us today.

- These hearings are, as you know, most helpful to the Congress in
dealing with the private pension system problems facing people. I
know you have talked with staff people and I appreciate your com-
ing here to tell us about your experience with the pension plan.

If you will just proceed and tell us who you are, where you live
and where you work.

STATEMENT OF EDMUND McCARTHY OF NEW YORK, N.Y., FORMER
EMPLOYEE OF THE MALLINCKRODT CHEMICAL WORKS

Mr. MCCARTHY. My name is Edmund McCarthy. I have been work-
ing with one firm for 30 years and in their pension plan for 27 years.
The company was consolidated from one plant into another. They
offered me a job in their Jersey plant at the bottom of their seniority
list or a refund on the pension. That included only the money I had
put into it.
I asked for the money they had contributed. It wasn't about to come.

I asked for several conditions. Could I stay in Jersey for 3 years and
be eligible for the pension at 50? I could if I would give up the sev-
erance pay. The work was exactly the same work I had been doing all
these years. The trucking was done in New York.
I asked for an arrangement about leaving the truck in New York and

picking the plate up in Jersey in the morning. They wouldn't have any
part of it. It was on a take it or leave it basis. There isn't much I can
add to that.
The CHAIRMAN. This is the Mallinckrodt Chemical Works?
Mr. MCCARTHY. That is right.
The CHAIRMAN. That is St. Louis, Mo., firm, and your employment

was in New York. What was your work?
Mr. MCCARTHY. Truckdriver.
The CHAIRMAN. And you were a truckdriver for how long?
Mr. MCCARTHY. Twenty-seven years.
The CHAIRMAN. What was your understanding of when you would

have had a vested pension right? What would it have taken? How
much service? What age would you have had to be? What were your
rights under the plan?
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Mr. MCCARTHY. They had two groups of vested rights. Fifteen and
25 years with different amounts of pension. Twenty-five years as
the acts required, and age 50. There were still some jobs open in New
York.
The CHAIRMAN. You had worked there for 27 years?
Mr. MCCARTHY. Twenty-seven years.
The CHAIRMAN. So you had worked all of the years needed for the

vested right?
Mr. MCCARTHY. That is right.
The CHAIRMAN. HOW Old were you at that point?
Mr. MCCARTHY. Forty-seven.
The CHAIRMAN. What happened to the company operation?
Mr. MCCARTHY. They moved part of their operation to New Jersey,

to the Jersey factory on Westside Avenue, Bayonne. I went over there
for 21/2 months and it was a little too much, 14 and 16 hours a day
away from home. It was 2 hours to work and 2 hours from, with a
10-hour day. It was just a little too much to take so I asked for some
consideration about a job in New York. They wouldn't have it. It was
take it or leave it.
The CHAIRMAN. What jobs did they have in New York?
Mr. MCCARTHY. They kept that office open for another 4 years be-

fore the building was torn down.
The CHAIRMAN. And they needed truckdrivers there?
Mr. MCCARTHY. No; they took other men in. They made one man an

assistant superintendent. They gave another man a job on an elevator.
The CHAIRMAN. Your 27 years had been as a truckdriver ?
Mr. MCCARTHY. That is right.
The CHAIRMAN. And you went over when the operation moved to

New Jersey, as a truckdriver ?
Mr. MCCARTHY. That is right, on the bottom of the seniority list,

might I add.
The CHAIRMAN. Staying with the same company but changing your

headquarters you went to the bottom of the seniority.
Mr. MCCARTHY. That is right.
The CHAIRMAN. That had nothing to do with your pension, though,

did it?
MT. MCCARTHY. No.
The CHAIRMAN. What did you get when you left the pension plan?
Mr. MCCARTHY. They refunded the money I had put into the plan,

amounting to about $3,000, and $2.700 severance pay. I asked where
their money was that they had contributed to this plan for all these
years? "Well, you just don't get that. Where do you think the sev-
erance money is coming from ?"
The CHAIRMAN. How much money had you put into the plan?
Mr. MCCARTHY. They gave me a refund check of about $3,000, in-

cluding interest over the years from 1932 to 1957.
The CHAIRMAN. It had accrued interest?
Mr. MCCARTHY. They said so. There was no way of accounting for

that because of the changing amount over the years. I think when it
first started it was like $2.80 a month that I contributed. When I left it
was near $9.
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The CHAIRMAN. You were contributing at the end $9 a month?
Mr. MCCARTHY. About, yes.
The CHAIRMAN. How many years did you contribute that much?
Mr. MCCARTHY. It varied over the years. In 1950 for every dollar I

put in the company would put in $2. Before that it was dollar for
dollar.
The CHAIRMAN. How was that severence pay computed; do you

know?
Mr. MCCARTHY. A week's pay for each year of service.
The CHAIRMAN. Mr. Carthy, you were 3 years short of vesting in

terms of your age?
Mr. MCCARTHY. That is right.
The CHAIRMAN. You were 47 and at 50 you would have vested?
Mr. MCCARTHY. That is right.
The CHAIRMAN. Do you know what your monthly benefit would have

been at that time?
Mr. MCCARTHY. About $140.
The CHAIRMAN. When the operation closed down in New York and

moved to New Jersey how many employees were in the same position
that you were, being forced to transfer or get out?
Mr. MCCARTHY. Nobody in the same position because there was only

one other man with 15 years service and the rest of them had less than
that. That man went over and he stayed after I left. I heard indirectly
that he was out within 6 months.
The CHAIRMAN. The first vesting was after how many years?
Mr. MCCARTHY. Fifteen.
The CHAIRMAN. How many employees were there who were ter-

minated at that point when the operation moved from New York to
New Jersey?
Mr. MCCARTHY. I would say about 60 or 70 men.
The CHAIRMAN. Do you know what they received when they ter-

minated?
Mr. MCCARTHY. Most of them would only get the severance pay.

Unless you had 15 years service you didn't get any refund.
The CHAIRMAN. No refund.
Mr. MCCARTHY. I don't think so. I have no way of telling that.
The CHAIRMAN. I think that is a question we should know the answer

to. You feel that but you don't know it?
Mr. MCCARTHY. Right I don't know that to be a fact.
The CHAIRMAN. And there were about 60 to 70 employees who had

employment of less than 15 years who were in this category?
Mr. MCCARTHY. Yes.
The CHAIRMAN. I will say that I know we submitted a questionnaire

from the committee to this company. They didn't reply. There was an
affirmative denial of the opportunity to reply. I think in fairness to
the company that we should give them an opportunity to make a reply
on this particular question. We invited them to come in. We not only
sent them a questionnaire but invited them to come here following our
discussions between you and the staff, Mr. McCarthy.
I will put this letter and the response in the record at this point.
(The letter and response referred to follow:)

G6-500 0-71-pt. 1-14
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'Unite?) --States Zenate
COMMITTEE ON

LABOR AND PUBLIC WELFARE

WASHINGTON, D.C. 20510

July 16, 1971

REGISTEaED

Mr. Lester 0. Gluesenkamp
Assistant Treasurer
Mallinckrodt Chemical Works '
Second, and Nallinckrodt Streets
St. Louis, Missouri

Dear Mr. Glues-el:Ramp:

On March 1, 1971, by Senate Resolution 35, the U. S.
Senate ordered the Senate Subcommittee on Labor to conduct
a study of the private pension system in the United States
with special emphasis upon the need for protection of
employees covered by these funds.

As you were advised on July 14, 1971 by a staff member
of the Senate Subcommittee on Labor, Mr. Edmund McCarthy
of Ozone Park, New York had informed the Subcommittee of
alleged hardships resulting from inability to qualify for
a pensian under your pension Plan. There were discussed
with you in order to ascertain appropriate explanation
in response to the difficulties recited.

The complainant has been invited to testify before
the Subcoamiteo on Labor on or about July 27, 1971, on
hearings to be held pursuant to the Senate study of private
pension plans. It will be for the purpose of presenting
the problem alleged.

Accordingly, the Subcommittee on Labor similarly
invites your organization to designate a representative
to appear to testify with respect to your pension plan
benefits relating to Mr. McCarthy, and matters alleged by
the complainant. It would be appreciated if you would
indicate expeditiously whether you will appear. In the
interim, please forward a copy of the pension plan anLI
such other publications which you issue. relating thereto.
Your assistance is appreciated.

Sincerely,

Mario T. Noto
Special Counsel

Subcommittee on Labor
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SECOND AN.O.. MALLINCKRODT STREETS • ST. LOUIS, MO. 63160 • PHONE 314-231-8980

July 22, 1971

Mario T. Noto, Esq.
Special Counsel
Subcommittee on Labor
United States Senate
Committee on Labor-and Public Welfare

Washington, D. C. 20510

Dear Mr. Noto:

We acknowledhe receipt of your letter of July 16, 1971 wherein you

invited a representative of Mallinckrodt Chemical Works to appear to testify

with respect to the pension plan benefits relating to Our former employee, Mr.

Edmund McCarthy.

Since Mr. McCarthy terminated employment with Mallinckrodt Chemical

Works in 1957, the files relating to this particular case are not readily

available. We have, however, instituted a search for all pertinent data

including pension plan benefits, and we expect to furnish these to the Committee

as soon as practical for its information and inclusion in its record. We will

furnish the information as soon as possible, but we do not expect'to send a

representative to appear before the Committee. •

Very truly yours,

).„

Lester 0.'Gluesenkamp
Assistant Treasurer

LOG:js
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Pt.'-iTz 1 6 1971

SECOND AND MALLINCKRODT STREETS • ST LOUIS, MO. 63160 • PHONE 314-231-8980

Mario T. Noto, Esq.
Special Counsel
Subcommittee on Labor
United States Senate
Committee on Labor and Public Welfare
Washington, D. C. 20510

Re: Edmund V. McCarthy

Dear Mr. Noto:

August 11, 1971

As promised in my letter to you of July 22, 1971, I have undertaken a
review of our files in order to respond to the points raised in Mr. McCarthy's
letter to Senator Javits. Since Mr. McCarthy left our employ in 1957, the
search of our files necessarily was time consuming.

Mr. McCarthy began working for Mallinckrodt at its New York location
on December 21, 1931. During his entire career with the company, he worked as a
chauffeur-truck driver. In 1957 it was decided to consolidate all Eastern ware-
housing and shipping activities at our Jersey City, New Jersey, plant. Part of
this consolidation involved the closing of the New York shipping operation
office. The employees there were given the option of continuing their employ-
ment in Jersey City or resigning. In the event an employee chose the latter
option, he was paid a week's salary for each year of his employ as termination
pay. Mr. McCarthy elected to take employment in Jersey City and was transferred
on June 17, 1957, but thereafter, on September 6, 1957, he voluntarily left our
employ. Since his decision to transfer to Jersey City was on a trial basis, Mr.
McCarthy was paid the severance pay amounting to twenty-six weeks.

Additionally, Mr. McCarthy was given a check on September 11, 1957 for
$2,917.36 which represented the refund of pension deposits made by him from
July, 1932 through August, 1957, plus interest. Our pension program was insti-
tuted in 1931. As Mr. McCarthy correctly pointed out in his letter to Senator
Javits, the vesting provisions of our pension policy in effect in 1957 provided
that an employee had to be in the company's employ for 25 years and also have
reached the age of 50. Under our current plan, the employer's contributions
vest when any of three events occur; when he has 20 years of continuous service
regardless of age, or 15 years of continuous service and have reached the age of
50, or simply when he has reached the age of 60 years regardless of length of
service.

MALL1NCKRODT CHEMICAL WORKS
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Mario T. Noto, Esq. - 2: August 11, 1971

In October, 1957 Mr. Bernard H. Fitzpatrick, an attorney and a member
of Butler, Bennett, Fitzpatrick & DeSio, 37 Wall Street, New York, New York
10005, attorney for Mr. McCarthy, wrote to SunArLife Insurance Company of
Montreal, Canada, the insurer of our pension plan, requesting an application
permitting the conversion of Mr. McCarthy's contributions into a paid-up annuity
policy. Sun Life originally indicated that Mr. McCarthy was required to have
made the election prior to terminating his employment, but since he had not
cashed the check given to him immediately after his termination representing his
contributions to the plan, Sun Life offered to extend the option. After some
correspondence between Mr. Fitzpatrick and Sun Life as to the interpretation of
the insurance contract, Mr. Fitzpatrick concluded that the insurer was correct
in its interpretation that Mr. McCarthy necessarily must have reached the age of
50 years before being entitled to any of the employer's contributions. At that
time, August, 1961, Mr. McCarthy finally cashed the check that had been given to
him back in 1957. We find no record of any offer by Mr. McCarthy to continue to
make contributions to the plan to age 50.

From his letter to Senator Javits, it would appear that Mr. McCarthy
is still somewhat bitter concerning this matter. While I can understand his
feelings, I would like to reiterate that under current plan he would be covered.
I am sure you appreciate that the history of pension plans is marked by vitality
and growth. What was an acceptable plan in 1957 is not acceptable now, and what
is acceptable now may not be acceptable ten years from now.

I hope that the above will be of some assistance to you.

Very truly yours,

&1.447 7radA4.44,7/

Lester O. Gluesenkamp
Assistant Treasurer
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The CHAIRMAN. Where are you working now?
Mr. MCCARTHY. Down at Kennedy Airport in New York.
The CHAIRMAN. Are you under another pension plan there?
Mr. MCCARTHY. I just started a new plan. It is 2 years old.
The CHAIRMAN. What does that vest? How long do you have to work

at this?
Mr. MCCARTHY. After 8 years you have some rights in it, but 15

years to make it worthwhile.
The CHAIRMAN. By then you would certainly have reached the

proper age wouldn't you?
Mr. MCCARTHY. I hope so. To get 15 years in the plan now I will

have to be 67 before I can retire.
The CHAIRMAN. It seems that once you are at that age the likelihood

of being employed in any kind of manual work is rather negligible.
Mr. MCCARTHY. I was lucky in that respect. I got this job the week

following when I left Mallinckrodt. It is quite close to home. I am still
driving trucks, naturally.
The CHAIRMAN. You look to be a very healthy fellow, notwithstand-

ing the traffic you have to put up with every day. That is some of the
heaviest traffic in the country, isn't it, around Kennedy Airport?
Mr. MCCARTHY. Yes.
The CHAIRMAN. How do you keep so calm?
Mr. MCCARTHY. It is not much of a problem. On the airport we have

private roads.
The CHAIRMAN. That must be the answer. It is all within the limits

of the airport?
Mr. MCCARTHY. Out on the ramps and so on.
The CHAIRMAN. Thank you very much. We are most appreciative,

Mr. McCarthy.
Mr. Lester Fox.
Mr. Fox, my notes tell me that your former employer is now known

as the Studebaker Worthington Corp. You are living in Indiana?
Mr. Fox. Yes, sir.
The CHAIRMAN. Very good. We appreciate your coming here to be

with us. This is one of the problems of pensions that many talk about
and that has been given a great deal of national publicity. You are one
of the employees and we are most grateful to have an opportunity to
hear your story.

STATEMENT OF LESTER FOX OF SOUTH BEND, IND., FORMER
EMPLOYEE OF THE STUDEBAKER WORTHINGTON CORP.

Mr. Fox. My name is Lester Fox, 443 South Van Hoyt Street,
South Bend, Ind. I would like to express to the committee my appre-
ciation for the opportunity to be here and also to comemnd the com-
mittee for continued hearings on what I consider to be a very vital
subject in this present day. I am a former member of the bargaining
committee and the former vice president of Studebaker Local No. 5,
United Automobile Workers, but I am here today as an individual.
At Studebaker there was established a pension plan in 1950 that, .

like many other plans, contained a 30-year provision over which to
fund or amortize the past service credits. Subsequent negotiations
between Local 5 of the United Auto Workers and the corporation
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placed an increased cost on past service which resulted in an extension
of the funding period.
At the close of the plant, when the plant officially terminated the

pension plan in 1964, it officially announced the cessation of opera-
tions in December 1963, and there was a total of $24 million accumu-
lated in the pension fund $21,700,000 was required to purchase an-
nuities for all of those who were retired under the provisions of the
plan and all of those who qualified for a pension under the terms
of the agreement. In other words, anyone age 60 and over who had
a minimum of 10 years accredited service.
That left a body in excess of 4,000 workers who had a vested right

to a pension plan to divide up the sum of slightly in excess of $2 mil-
lion which was paid to the 4,080 workers who paid off their vested
equity in the plan. The payments ranged all the way from a minimum
of $197 to a maximum of $1,757 to those workers with a vested right.
Those who had not reached age 40 and did not have 10 years of ac-
credited service received no payment from the pension fund itself.
At the time of the plant closing I was age 40, having just crept

under the wire, with 20 years of accredited service toward my pension.
I received a lump-sum payment of $350 as my share of the residue
of the pension trust. There was a formula developed based on age
and length of service and for a man 40 with 20 years it amounted
to $350.
The problem which, as you indicated, has been stated repeatedly

is that in this instance in excess of 4,000 workers who had a promise
of a private pension plan witnessed it vanishing before their very
eyes. That was a decision made by the employer. The employees had
absolutely no voice in the decision to terminate the operation. This
was purely a management decision.
Obviously we have given much thought to the problem. As a general

rule I commend those who are considering legislation that would pro-
vide for a public reinsurance of private pension plans and I would
view that as something similar to the Federal Deposit Insurance Cor-
poration, which insures private savings. One that was, as I understand
it, designed to restore public confidence in our system. I would sug-
gest there is a need for public control over private pension plans if
we are to maintain the confidence of our workers in the free enterprise
system.
The trustee of the Studebaker plan was the Chase Manhattan Bank

in New York. It was administered locally by three members of the
corporation and three members of the union.
The CHAIRMAN. Please repeat that.
Mr. Fox. The trustee of the trust was the Chase Manhattan Bank

of New York. The plan was administered locally by a joint board
consisting of three members representing the corporation and three
members representing the union.
The CHAIRMAN. What was their job?
Mr. Fox. Largely one of determining eligibility for benefits and

interpreting the provisions of the plan and then authorizing the trus-
tee to make pension payments.
At Studebaker we went through several processes in an effort to se-

cure the pension fund. I might say in all honesty that anyone who
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worked there subsequent to the Korean war had to be aware of the

fact that the corporation faced some very difficult economic problems.

In 1962 our union elected to maintain the benefit level rather than

follow the pattern that was established in the auto industry in an effort

not to have to continue to extend the funding period.
We also, I might say, at that time talked about solutions to the prob-

lem. We made a proposal to the corporation that if in the event it

terminated its operations at any time subsequent to 1962 that the first

claim on its assets would be the trust of the pension plan itself. This
obviously was a demand largely designed to focus attention on the
problem that we saw developing in the event the corporation did in

fact terminate its operation.
Just to show you some of the practical problems that are involved

in that, the next day we read a headline in the local press that the
union made a $25 million demand upon the corporation, that the cor-
poration said it would bankrupt it immediately if they had to fulfill

the demand. In a way it was a very effective way of counteracting the
proposal that the union presented. to them.
The tragedy, as I view it—following the shutdown I worked for

some time in a program financed by the Department of Labor to assist
the older workers. At Studebaker there were in excess of 4,000 workers
age 50 and over who faced all kinds of problems, not the least of
which was the fact that they had lost their pensions, their job op-
portunities and the like. So in my role of directing the program I
had contact with all of the workers affected by the plant closing, and
of course all of those who saw their pensions vanish too.
You may be aware that there was a concerted effort on the part of

our Government, the Federal Government, in concert with the local
community, to attack the problems that older workers faced and to
assist them in alleviating them. But despite all of the best efforts,
there were those who could not find a solution nor could a solution
be found. So they took the only way they could and that was to end
their lives, which I think was sort of a tragic consequence as a result
of a series of happenings over which the workers themselves had abso-
lutely no control.
Again this question of promise that was not fulfilled, The workers

really had no way of knowing what the plan was. There were some
efforts made—I have with materials I brought with me a booklet
that I personally wrote in an effort to acquaint the workers with the
basic provisions of the pension plan. It was always difficult to try
to talk about what we were going to do if and when the corporation
went broke because it was not in the best interest of the employees to
accentuate the fact that the corporation had a very dubious financial
status. Obviously any statement the union made was a matter of
public record and could destroy confidence among potential cus-
tomersin terms of purchasing the corporation's products, so it was
very difficult to deal with this question in a very meaningful and
forceful way, maintaining a good communication with the workers.
It just was not in the cards, as we viewed it. It was very difficult

to do. So the .workers really had no way of knowing, quite frankly,
that the termination of the corporation could in fact terminate their
rights to a pension or a vested right. They had security built on
shifting sands, if I was to summarize it in my own words.
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I have tried as best I can to briefly state the situation that I found
myself in at age 40. I certainly fully sympathize with workers of more
advanced age. I have had opportunities to secure other employment.
That to some degree will allow me to accrue pension credits, hopefully,
in some other plan. But I still witnessed 20 years that I had invested
in the corporation for which I fully expected one day to receive a pen-
sion but it disappeared.
The CHAIRMAN. You were part of the bargaining team for the local

in trying to improve the benefits under the pension plan?
Mr. Fox. Yes, sir.
The CHAIRMAN. You held an office in the local union?
Mr. Fox. At the time of termination I was the vice president of the

union and also a member of the joint pension board.
The CHAIRMAN. What were you fighting for in the bargaining proc-

ess with the company over the years that you held that office?
Mr. Fox. When it became obvious that the security of the corpora-

tion was somewhat in jeopardy we made in 1962 a demand that was
subsequently followed up at the time the corporation announced the
termination. I have with me a copy of the demand we made. What we
said in effect was that the fact that the accumulated funds in the pen-
sion trust funds are inadequate to pay pensions to those who have es-
tablished a vested rights to a pension causes them to see the security
they thought they had established for their older years to disapper
overnight. The pension plan represents a private promise by the Stude-
baker Corp. which socially, morally, and as a matter of equity they are
obligated to keep. So we made a demand that the corporation under-
take to stand behind the promises of security that were intended by
the pension plan.
I have tended to summarize, but we did attempt to make this de-

mand, either at the time the benefit structure was initiated or as a first
priority claim on the assets of the corporation in the event they elected
to terminate the collective bargaining agreement.
The CHAIRMAN. Prior to the knowledge that the company was in

shaky condition and you were bargaining for the general bundle of
workers' interest in wages, hours, and working conditions, pensions
were part of the demand at contract time is that right?
Mr. Fox. Yes, sir.
The CHAIRMAN. Before the company was known by you to be in

trouble what were you bargaining for in terms of pensions?
Mr. Fox. Basically we followed the pattern that was established

either at Ford, General Motors, or Chrysler where there would be
additional improvements in the plan in terms of the types of benefits,
the types of options that employees would have, and increased value
placed on their service, which always had the effect of course of
increasing the cost of the past service. That service that the corporation
indebted themselves to, or the plan provided an obligation for the
corporation, for that service that existed prior to the inauguration
of the plan.
We negotiated the plan in 1950. The company at that point assumed

a financial obligation of roughly $20 million for all of the past service
that the work force had accumulated until that time. So it was one
largely of liberalizing the benefits under the program and increasing
the value of the service that the work force had.
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The CHAIRMAN. Does the pension benefit that you bargain for and
get written into your contract with the company have a standing equal
to wages? Do you think of it in terms of saving, not getting the
money today but putting it aside?
Mr. Fox. Certainly the entire work force viewed this as deferred

income.
The CHAIRMAN. You as a representative of the working people with

an office in the union put this together. You reduce today's wage de-
mand as you put emphasis on what you consider a fair retirement
plan and a pension program; is that it?
Mr. Fox. Yes, sir.
The CHAIRMAN. SO it is looked at as wages, as we have said here,

deferred wages?
Mr. Fox. Yes, sir. In 1962 our economic package totaled roughly

22 cents, of which 5 cents went on the hourly rate and the balance
went into fringe benefits or deferred income, insurance, pension, sup-
plemental unemployment benefits, and the like.
The CHAIRMAN. Was it generally understood that vesting under

the contract had to wait upon the happening of two events, age 40 and
10 years?
Mr. Fox. Yes, sir.
The CHAIRMAN. And then you had a vested right?
Mr. Fox. Yes, sir.
The CHAIRMAN. The payment would be deferred; wouldn't it?
Mr. Fox. Right, deferred until you complete an additional qualifi-

cation of age.
The CHAIRMAN. But you and those you represented in the union,

did you assume that that right, once it matured, constituted a fund
in being and secured for payment to you if you made the next step
which was the age?
Mr. Fox. We raised this question, Senator. I do want to be totally

right on this one. We raised the question of the matter of the past
service liability not being fully met because a 30-year period had not
elansed. We constantly raised the question about fully meeting that
obligation in the event the corporation terminated operations. That
obligation was inaugurated in 1950 and terminated in 1967, so 17 years
of funding is where the deficit occurred.
The CHAIRMAN. Was it understood by you that it was short of full

funding?
Mr. Fox. As an administrator it was understood by me, yes.
I would like to allude to one other question. We would raise this

constantly. It was a demand that other competitors of the corporation
did not have to meet. The corporation would raise the question that
if General Motors meets that requirement they would meet it. To sit
and argue effectively that the General Motors Corp. was going bank-
rupt would be difficult. It was not difficult to argue that with the
Studebaker Corp. But they were not going to meet a demand that their
competitors were not forced to meet.
The CHAIRMAN. I would like to go back to three points, Mr. Fox.

You got part of the distribution of the sums remaining out of the $24
million fund held by the trustee, Chase Manhattan?
Mr. Fox. Yes, sir.
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The CHAIRMAN. There was a full payout to those who were fully
vested in terms of service and age; is that right?
Mr. Fox. There were individual annuities purchased in their names.
The CHAIRMAN. They were purchased with the $24 million fund at

Chase Manhattan? Twenty-two million dollars was used to purchase
the annuities for all over 60 who had the years of service so they
received their full benefit? Is that right?
Mr. Fox. Yes.
The CHAIRMAN. And then it drops down to those who were less than

60 and who were vested?
Mr. Fox. Yes.
The CHAIRMAN. There were the categories of 40 and 10, and then it

was a matter of the years of service on the distribution and you as
one of the younger men who were vested received $350; is that right?
Mr. Fox. Yes.
The CHAIRMAN. Was there any way for you to compute what that

represented, what part that would be of what in fact would have been
due you at the payout age of 60?
Mr. Fox. Roughly 5 months' benefit, because our rate at the time

the plant terminated was $2.50 per month per year of accredited serv-
ice. At 20 years two and a half dollars would have been $50. It is
roughly 7 months' benefit.
The CHAIRMAN. That you received?
Mr. Fox. That is right. I would have received $50 a month based

on 20 years of service.
The CHAIRMAN. The question is, What percentage of what you would

have gotten did you get? Is there any way to compute that in your
mind. You were short of getting it, you see.
Mr. Fox. If I would project a normal life expectancy of 77 and as-

suming I retired at age 65, I would have received $600 a year for
12 years which would have been $7,200.
The CHAIRMAN. And you received $350?
Mr. Fox. Yes, sir.
The CHAIRMAN. There had been a prelude to this situation within

the company. Packard went through this. Was it similar?
Mr. Fox. Not quite. Packard, because of the fact that it terminated

sooner, had to reduce the pension of every current retiree. In other
words, every man on pension had his pension reduced a percentage
based on the funds that were in the trust fund. There were two sepa-
rate trust funds. Packard had their trust at the Chemical Corn Bank
in New York. Ours was Chase Manhattan. They were not a common
trust fund.
The CHAIRMAN. You say the fund there was not sufficient to pur-

chase the annuity for the fully vested employees?
Mr. Fox. No, it was not. Everyone had his pension reduced.
The CHAIRMAN. It has been suggested to me that the United Auto-

mobile Workers pension plan for its employees has 5-year vesting. Are
you familiar with the union's pension plan?
Mr. Fox. The UAW has capable negotiators and I would not be

surprised. I am not aware of that.
Senator JAVITS. This is, of course, the classic case which has had so

much to do with energizing people like myself and our chairman and
others to move into this field. The only silver lining in the Studebaker
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disaster is the fact that it was such a bombshell that it alerted the
whole world to the deep injustices inherent in the system, as rep-
resented by the private pension plan of Studebaker. We are certainly
obliged to you, Mr. Fox, for testifying. I am very hopeful that if all
goes right there will not be another Studebaker but that we will have
done something about it.
Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much, Mr. Fox.
Mr. Sawyer, my notes tell me you have joined us from Fort Lauder-

dale, Fla.
Mr. SAWYER. Yes, sir, Mr. Chairman.
The CHAIRMAN. We appreciate your coming here. The committee is

anxious to know the experiences you have had with your pension plan.
Will you tell it just the way you want to.

STATEMENT OF JOHN SAWYER OF FORT LAUDERDALE, FLA.,

FORMER EMPLOYEE OF THE UNIVERSAL CYCLOPS STEEL CORP.

Mr. SAWYER. Thank you, Mr. Chairman. I want to commend you
and Senator Javits and the committee for what you are doing. You
are doing a wonderful job. I actually represented the United Steel
Workers of America, although I have been away for 11 years. I am
an honorary member.
The CHAIRMAN. Very good.
When you were working as a union member, you were at the Uni-

versal Cyclops Steel?
Mr. SAWYER. Yes, sir; that was the last name of the mill. I think

it had changed names five times since 1924. I had 35 years there and I
know in detail just who changed and so forth and so on.
From 1924 to 1933 we did not have a union. The Davy boys out

of Canton—there were seven of them and you could not break them
no way. So they finally sold out.
At that time the name of the plant was the Manfield Sheet & Tin

Plate Co. Then they sold out in the neighborhood of the early thirties
and it was Empire Steel. They sold out and it was Empire Steel Corp.
They sold out and it became Empire Steel-Reeves Corp.
Now they are a subsidiary of Universal Cyclops in Pennsylvania.

Down through the years they have always done very well.
I have got butterflies. I want to thank your staff member, Mr. Gaglio,

for getting me up here because my lady friend was vacationing in
Bethesda. I proposed to her Saturday and she accepted. Don't think
I don't have butterflies being here.
Anyhow. Mr. Chairman, I have seen the steel industry start out

from coal dust right on up to where they are at today. Coal dust takes
you back quite a few years. I am 67 years old and spent half my life in
the mill and I enjoyed every day of it. I liked it very much. I might
add that I have been an officer of the union and a charter member
since 1933. That was the Amalgamated Association of Iron, Steel &
Tin Workers.
When Mr. Murray came in with the steel workers' organizing com-

mittee in 1936 we went right to work with them and we wanted to con-
solidate with them right away.
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Mr. Bennett from Granite City., Ill., was chairman of the Amal-
gamated Association at that time. I was on the officers report com-
mittee and Mr. Murray suggested that we wait until after their first
constitutional conference and then naturally they named themselves
the United Steel Workers of America.
To my estimation, they are the greatest organization and the most

democratic organization that was ever developed and it still is today.
I was a personal friend of Mr. Murray's 
The CHAIRMAN. I will agree with with you. They took me in.
Mr. SAWYER. Thank you.
I was a personal friend of Mr. Murray's due to my affiliation in my

job in the union. I was a personal friend of David J. McDonald and
a personal friend of Mr. I. W. Abel, who is the president today. He
used to be my director in Ohio.
It would take a lengthy time but I could tell you what we accom-

plished as a union at Empire Steel. There was a time, Mr. Chairman,
when there was two toilets for 1,200 people. We happened to have
a woods outside on the north side and a woods outside on the south
side. Most of the men used the woods.
We had no water. There was one old rusty drinking fountain. We

had no heat in the winter. The columns in there had frost that thick
on them. We had no fans in the summer and I am telling you, when
we organized, we changed things.

It's a beautiful place to work today. I have 35 years in and, of
course, our contract says in order to receive any retirement you must
be 65. Although I sent Mr. Noto one of my contracts when I was
president of the local—for three terms I was president and for three
terms I was vice president—I was always a shop steward.
Anyhow, the contract just don't read anything for me and I knew

that. But at the times when we negotiated a pension, an insurance
fund—we had committees set up for that and we had committees out of
Pittsburgh and Washington from the international that took care of
that situation.
The actual content of our agreement is not in the book. So help me,

I am sorry to say I don't know what the full content is. I am one of
those people that figures, well, I will never make 65. I am 2 years
over that now. So I didn't give it too much thought.
At the times the situation was not as flexible as maybe I have in-

dicated but it was flexible enough that I should have understood it.
There was not any certain amount of time you had to have in the mill,
but you had to be 65 in order to receive a pension.

Mostly, Mr. Chairman, that is about it. I have a lot of information
here but it would take long concerning the mill.
The CHAIRMAN. What are you receiving now?
Mr. SAWYER. Nothing. I am an honorary member of the United

Steel Workers of America.
The CHAIRMAN. As a pension benefit?
Mr. SAWYER. Social security?
The CHAIRMAN. No; from your work in the mill?
Mr. SAWYER. None, sir. When I left the mill—here is a little item

here. When I left the mill in 1959, I was 55. My wife was sick and she
was instructed by the doctor to get south. She could not hardly walk.
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When I left I told the staff man, "Brother, look up my situation.
If I have anything coming, I know you will get hold of rt." I never
heard from him.
In the meantime I lost my wife. I had a.heart attack in 1965. I come

up with diabetes 2 months ago. I am buying medicine by the bushel.
Without social security I don't know where in the world I would be.
The CHAIRMAN. You certainly look good.
Mr. SAWYER. Thank you. I have lost 30 pounds in 2 months.
The CHAIRMAN. How many years were you employed while there

was a pension plan? When you were up in the mill, how many years
were you under a plan?
Mr. SAWYER. I will have to guess at it. I should not have to. I should

have looked it up. I would say 25 of those 35 years.
The CHAIRMAN. And you left the mill at age 55?
Mr. SAWYER. Yes, sir and I have a document here on Empire paper

from the personnel manager stating when I came to work and when
I left, and it's notarized.
The reason I happen to have this is because I had to have a birth

certificate and I needed this to get it.
The CHAIRMAN. Well, you had to be just about married to the mill

to get a pension there. You had to be 65?
Mr. SAWYER. That is right. But as I said before, it got to be when

the United Steel Workers came in there, a pleasant place to work. We
had water and heat, toilets, showers and whatnot.
The CHAIRMAN. Senator Javits?
Senator JAVITS. Just one question.
As a union officer did you try to change this situation about the

pension plan in negotiations?
Mr. SAWYER. No. As I stated before, Senator Javits, we had a com-

mittee to take care of that. Working with our committee was a com-
mittee out of Pittsburgh.
Senator JAVITS. So you weren't in that end of it?
Mr. SAWYER. No. I had all the confidence in the world in our union.
Senator JAVITS. Did you ever approach any of the presidents like

McDonald or Murray or Abel with the idea that after a man works 25
or 35 years he ought to have something, no matter how old he is?
He may not collect it until age 65, but he ought to have it?
Mr. SAWYER. They have their winter sessions at the Americana at

North Beach and I am not too far from there. When they have them
this year I am going over to see Mr. Abel who used to be my director.
. You never met a finer man than him. Also, John S. Johns became
director in that district after Mr. Abel went up to secretary-treasurer.

Senator JAVITS. Did the men who worked in the shop in which you
were. shop steward have any confidence or expectation regarding the
pension?
Did they consider it as meaning anything to them?
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Mr. SAWYER. Senator Javits, they had confidence because I had
confidence. I am speaking as an officer of the union. They had confi-
dence in me.
Senator JAVITS. Did they count on the pension as being something

that was an important right which they would have, so that even if
you were not geting a higher salary, you knew you were going to get
a pension at the end of the road?
Mr. SAWYER. At the end of the road but nobody thought they would

live that long so they didn't give it much thought.
Senator JAVITS. It was just too long to foresee?
Mr. SAWYER. Yes.
Senator JAVITS. Thank you very much, Mr. Chairman.

a The CHAIRMAN. What was your local number?
Mr. SAWYER. Lodge 169.
That was one of the first ones, and I am proud of this honorarymembership.

- The CHAIRMAN. You should be.
Senator JAVITS. Thank you very much for coming and helping usout. Good luck in what is going to happen.
Mr. SAWYER. Thank you.
I feel pretty good about it. I think she is ace high in my book.
The CHAIRMAN. We are very grateful to you, Mr. Sawyer.
Mr. Guy H. Nichols from Ohio.
Mr. Nichols, we appreciate your being with us here today.
You may proceed in any way you care to.

STATEMENT OF GUY H. NICHOLS OP CINCINNATI, OHIO, ENGINEER
Mr. NicHoLs. My name is Guy H. Nichols. I reside in Cincinnati,Ohio. I am an engineer by education, and in my work experience.I have a bachelor of science degree in mechanical engineering, andabout 24 graduate credits, which I have accumulated over the years.My particular problem, I believe, is rather characteristic of theaerospace and aircraft industry. I have worked over 20 years in thetwo industries, 31/4 years with a small company by the name ofChandler Evans, and over 15 years with GE, and 2 years with theMartin Co.
I am 49 years old. I have no pension plan and I left GE after I had91/2 years of experience, fully realizing that they had a 10-year vestingperiod.
I did it because, I think, like many young engineers, I wasn't reallylooking forward to a pension plan. I left GE after 91/2 years andwas with the Martin Co. for 2 years. Then I rejoined GE fora period of another 6 years. Then my employment was terminatedwith GE due to a lack of work situation in 1970.
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I am currently employed as a manufacturer's representative and
I don't now have a pension plan. The company does not have a pen-
sion plan and that is their policy. I am fully aware of that, but I
thought I would make you aware of the situation.
Another point I might make is that I attempted to find employment

in the aerospace industry and I was unable to. I think in a case like
that, a pension plan tends to work against the older worker.
I notice from the previous testimony that many of the workers have

over 25 years. I am one of the few who has under 10 years, but it is a
characteristic problem which exists in the aerospace and aircraft in-
dustries.
The essence of my problem, I believe, if I were attempting to really

say it concisely, is that it has not been possible to transport my credits.
Even with over 20 years of experience in one industry, working on
various programs for the Government, I am still without a pension
plan. That is the essence of my testimony.
The CHAIRMAN. Let's back up a moment here. You had nine and a

half years with GE and you left for your own reasons?
Mr. NicHoLs. Yes.
The CHAIRMAN. Knowing, of course, that you were short of their

minimum vesting period of 10 years?
Mr. NicHoLs. Yes, I was very much aware of it.
The CHAIRMAN. Then you went to another company?
Mr. NicHoLs. Then I went to another coml.:any for 2 years.
The CHAIRMAN. Did that company have any kind of pension

program?
Mr. NicHoLs. Yes, and I can't recall all of the details, but it was a

company paid pension plan, as I recall it. It required employment
there at the Martin Co. for something like 5 years, I believe.
The CHAIRMAN. But was there at that time a contribution while you

were working there? As well as you can recall, was there a contribu-
tion to a pension fund for development for your later retirement?
Mr. NicHoLs. At the Martin Co., there was no contribution on my

part. It was all paid for by the company.
The CHAIRMAN. But as an accounting matter, they were accounting

for you on their developing pension rolls, is that right? You were
accruing time?
Mr. NicHoLs. I guess, Mr. Chairman, I don't completely understand

that.
The CHAIRMAN. How many years did you have for vesting in the

Martin Co.?
Mr. NicHoLs. I would have had to work there for a period of 5 years.
The CHAIRMAN. In other words, you had 2 years on the period that

was required for vesting, is that right?
Mr. nexus. Yes.
The CHAIRMAN. Then you went back to GE?
Mr. NicHoLs. Then I went back to GE, yes.
The CHAIRMAN. You didn't pick up where you left off?
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Mr. McHors. No, I did not. That is company policy unless theyhave recently changed it. I believe that is their current policy.The CHAIRMAN. When you went back to GE, were you advised thatyou had to start from the beginning on a pension plan?
Mr. Nrcums. Yes. I was very much aware of it.
The CHAIRMAN. The situation that your experience presents forus is the lack of portability of any rights. You developed rights atGE and at Martin and then rights at GE again, none in themself put-ting you in a vested position?
Mr. NicHoLs. That's correct.
The CHAIRMAN. Taken together it was a matter of 17 years, is thatright?
Mr. NrenoLs. Adding it all together, yes, it was over 17 years. Butthere seems to be a characteristic appearing in the aerospace and air-craft industry and that is that there appears to be a need for moreworker mobility. In other words, people move from location A tolocation B to location C because of the needs of the Government pro-grams, if you will. In many cases, I think people are hired on to pickup a peakload and work for maybe 2 or 3 years. This is often done.I think it is a more prevalent problem than perhaps you are awareof. I have talked to various of my friends on the west coast and I havethe feeling that this is a rather general problem in the aerospace busi-ness. That is my personal opinion on it.
The CHAIRMAN. I would agree. Senator Javits ?
Senator JAVITS. You missed vesting of some rights by 6 months thefirst time, did you not?
Mr. NrcHors. Yes.
Senator JAVITS. Were you aware of that when you quit?
Mr. NrcHors. Yes, I was.
Senator JAvirs. Was that voluntary or involuntary?
Mr. NrcHoLs. It was voluntary. I guess I was a little bit too youngto look ahead to a pension.
Senator JAVITS. Under the bill I have introduced, if you have hadmore than 5 years of service, you would have a vested right.
Mr. NrcHors. Yes.
Senator JAVITS. Also under the bill I have, even a break in service

would not count against you because it is based on aggregate service.
Mr. NICHOLS. Yes.
Senator JAVITS. Mr. Chairman, the General Electric Co. has an-

swered our questionnaire, which I think is very cooperative of them.
I do think that one could get a better picture by noting some of the
figures relating to those who have realized anything under that plan,
compared with those who have gone through it.
Apparently, since 1950 they show 335,000 workers going through the

plan, who left without any entitlement to benefits. Of these, a very
large number were employees who had more than five but less than 10
years of service.
I ask unanimous consent that part III of the data from the question-

naire may appear contiguously with this witness' testimony.
The CHAIRMAN. It will so appear.
(The information referred to follows:)

66-500 0-71—pt. 1 15
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Part III. Data on Benefits and Forfeitures

(Where records of the Plan are unavailable, estimate if necessary but indicate if the figure is an
estimate.)

(All amounts in Part
19. A. Specify the total number of persons who have participated in the Plan III are estimated)

since 1960 or since the Plan's establishment if that date is later than
1950 725,000 

B. Specify the total number of persons who have participated in the Plan
within the past 5 years 410, 000 

`IL

20. A. Specify the total number of participants who received benefits since 1950 or since the the Plan's
establishment if that date is later than 1950:

(1) Normal retirement  25,491 

(2) Early retirement  29,583 

(3) Disability retirement  7,711  (including retirees prior to

(4) Death 7,981  1950)
(5) Other -0-  (survivorship election and vested

retirees included with normal or optional)

B. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who have obtained vested
rights under the vesting provision on terminating employment before
qualifying for normal or early retirement 15, 500 

C. Specify the total number of participants within the past 5 years who have
obtained vested rights under the vesting provision on terminating em-
ployment before qualifying for normal or early retirement 10, 321

21. A. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the
Plan for any reason (include those who retired and/or died) 

B. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the
Plan for reasons other than normal or early retirement 348, 500

C. Specify the total number of participants within the past 5 years who left
the scope of the Plan for any reason (include those who retired and/or
died)  

D. Specify the total number of participants within the past 5 years who left
the s o_Pe of the  98, 000 

plan for reasons other than normal or early retirement
miisixineseciihooxl(kFearroleanicenmcbalctlxgc121gPt  

395, 000

114, 000
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22. Specify according to the following categories the total number of participants, regardless of their
age, who left the scope of the Plan without entitlement to any retirement benefits:

*A. Since 1950 or since the Plan's establishment if that date is later than
1950 335.000

** B. Since 1950 or since the Plan's establishment if that date is later than •
1950 with more than 15 years service under the Plan 6,700

** C. Since 1950 or since the Plan's establishment if that date is later than 1950
with more than 10 years service under the Plan  20,000

D. Since 1950 or since the Plan's establishment if that date is later than 1950
with more than 5 years service under the Plan 80,5 00

* E. Within the past 5 years 92 500

** F. Within the past 5 years with more than 15 years service under the Plan 1,900

** G. Within the past 5 years with more than 10 years service under the Plan 5,500

H. Within the past 5 years with more than 5 years service under the Plan 22,000

I. Within the past 5 years due solely to voluntary separation  not available

J. Within the past 5 years due solely to failure to meet continuous service
requirements Not within scope of the

plan

23. Specify according to the following categories the average age of participants who left the scope of
the Plan without entitlement to retirement Lenefits:

A. Within the past 5 years with more than 15 years service under the Plan__  44

B. Within the past 5 years with more than 10 years service under the Plan  40 

C. Within the past 5 years with more than 5 years service under the Plan  34 

24. A. Indicate the average monthly benefit paid to retirees 5 years ago.
(1) Normal  1 2 7. 50 (2) Early  168. 68 (3) Disability 180 33

B. Indicate the average monthly benefit paid to retirees within the last year.
(1) Normal  159. 90 (2) Early  208. 79 (3) Disability  215 50

*The answers to Questions 22A&E reflect the high
rate of turnover among short service employees.

**Groups 22B & C contain many employees who
had vested rights but voluntarily elected to withdraw from
the Plan in order to receive an immediate refund of their
contributions. Groups F & G consist almost entirely
of such employees.
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Senator JAVITS. One other question, Mr. Nichols. How did you, as
a worker, look at the pension benefit which was accruing to you, not
vesting, but accruing? Did you take it into account in the wage and
salary scale? How did you look at it? What was your feeling about it?
Mr. NicHms. I must admit that I really didn't give the matter a lot

of attention. I was extremely busy and I don't think that I looked
ahead, really, toward retirement. I sort of had the optimistic feeling,
I think, that many of us have, that as long as I was able to work, I
would be able to find something to work at.
But I am not that sure any more. I think that times are changing. I

think the older engineers are not like a doctor with a little gray hair
around his temple. He is just an old engineer and he is not really nec-
essarily in high demand.
Part of the reason for it is the pension plan. But I will say, getting

back to your point, that I contributed a certain percentage of my in-
come and the company contributed a certain percentage to the pension
plan. I have really forgotten what the numbers are. I didn't really give
the matter an awful lot of thought.

Senator JAVITS. But you did put money into it yourself?
Mr. Nicums. Yes.
Senator JAVITS. And you did get that back?
Mr. Niel-1ms. Yes; I got that back.
Senator JAVITS. But not what they contributed to your account?
Mr. Nicrims. No; that's correct.
Senator JAVITS. SO, though you didn't give it much thought, it was

a factor in the aggregate compensation?
Mr. Nicums. Yes.
Senator JAVITS. You didn't look forward to it with any great expec-

tation of realizing it, but it was a factor. You knew you were contribut-
ing and they were contributing?
Mr. NicHms. Yes. I think the point is that now I am beginning to

think more about it and I think many more of us are, because the situa-
tion is changing.

Senator JAVITS. So you think it would be desirable, I gather, to have
some regulation of pension plans which would at least assure a person
like yourself some benefit?
Mr. Niel-1ms. Yes; I certainly do.
Senator JAVITS. Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much. Mr. Nichols' experience has

been discussed with one of his employers, General Electric, and we have
a communication to special counsel for the committee, which I will
include in the record at this point. It describes, as Mr. Nichols did, just
how the plan works and why he was not included in the vested rights.
(The information subsequently supplied follows:)
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ELECTPAC

GENERAL ELECTRIC COMPANY, 570 LEXINGTON AVENUE, NEW YORK, NEW YORK 10022
Phone (212) 750-2000

Mr. Mario T. Noto

Special Counsel

Subcommittee on Labor

United States Senate

Washington, D. C. 20510

EMPLOYEE

RELATIONS

July 20, 1971

Dear Mr. Noto:

This responds to your July 14, 1971 letter and our phone conversation

with your staff associate Mr. Roy Wade with respect to your invitatiOn to appear
before the Subcommittee on or about July 27, 1971, on the case of Mr. Guy •

Nichols. Mr. Nichols, a former General Electric employee has informed the

Subcommittee of "alleged hardships" resulting from inability to qualify for a

pension under the General Electric Pension Plan.

In the event that Mr.. Nichols does testify before the Subcommittee, we

would appreciate having this letter and its attachments introduced into the record.

At the present time, we do not plan to attend the hearings since the facts show

conclusively that under the even then, most liberal vesting provisions of the pen-

sion plan, his failure to vest 9-1/2 years of credited service under the pension

plan was due to his voluntarily leaving the Company.

As pointed out in Attachment A, even if Mr. Nichols had been laid-off for

lack of work at the time of his resignation, he would have rec,eiygd up to 6 months '

pension credit and satisfied the vesting provision thefl'existent - age 40 - 10 years

service._

In connection with Mr. Nichols' 1962 resignation from the Company, it is

interesting to note that just a few months prior thereto he had been offered a bet-

ter job in Evel2da1e at a rate approximating that reportedly offered by the new

employer - and also at a rate close to that paid to him when iie"was finally rehired

at Valley Forge, 2-1/2 years later. •

Also attached for your information in connection with your investigation

of vesting provisions is a brief outline - Attachment B - of General Electric's

record of voluntary improvements.

If you have any additional questions, please contact me.

SYT:mec
Encl. -

Sincerely,

„1,QUK-L.

E. S. Willis



224

Resume  on Mr. Guy II. Nichols

General

Born - November 9, 1921 - Detroit, Michigan
Attended seco'ndary schools - Haverill, Massachusett:

Graduated 1947 - Worchester Polytechnic Institute

with B.S. in Mechanical Engineering.

•••

General Electric Service

June 17, 1952 -. Hired in Pittsfield, Massachusetts -
Ordinance Department as "Engineer" - Salary $5,500.

Jan. 2,, 1962 • - Resigned from Ordinance Department to accept a job in Baltimore,

Maryland with the Glen Martin Company. At time of resignation

he had become "Product Assurance Engineer" - Level 11 -

Salary $13,500, - on Mark II Polaris Missile Guidance Project.

Salary at Martin reported to be $15, 000.

• Received General Electric P.msion Plan Refund of $2,670.62.,

•

• (In October, 1961, Mr. Nichols had•been .offered a higher paying

job (Level 12) as "Engineer - Intertial Equipment" in Unmanned ---

Space Craft Section in Evendale, Ohio - but this offer was rejec-

ted. He said in connection with his resignation that the Glen

Martin job offered a "better opportunity".)'

May 25, 1964 - Rehired by General Electric in the Manned Orbitting Laboratory

Department (MOLD), Valley Forge, Pennsylvania as a "Reliability,
Engineer" - Level 11 - Salary $15,408.

Mid June, 1969- Government MOLD program cancelled. Employee received notice
of pending layoff 6130/69. Salary at that time $19,420. Last
day worked Valley Forge - 8/.8/69. •

August 11, 1969 Transferred to Aircraft Engine Group, Evendale, Ohio as "Engineei
- Reliability & Safety" - Level 12 - Salary $19;420.

March 3\1, 1970- Laid-off for Lack of Work. •

.June 11, 1970 - Resigned from the Company by:

•

(1) Electing lump-suip separation payment -
(Income Extension Aid) Received - $2, 138. 31  .
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Attachment B

General Electric's Record on Vesting

General Electric's Pension Plan was ,adopted in 1962. The major im-

provements made in 1946 included a vested right to a pension at normal or

optional retirement date to participants who left the Company's service after

age 50 with 20 years of service. The following table shows the continual

liberalization in vesting provisions of the General Electric plan:

Effective Date Provision for Full Vestinz_

1946 . Age 50 and 20 years of credited service

1950 20 years of credited service

1955 20 years of credited service or age 45 and

10 years of credited service - whichever
it earlier.

• ' 1961 15 years of credited service, or age 40 and

10 years credited service - whichever is

earlier.

1963 15 years of credited service, or age 35 and '

10 years of credited service - whichever is,

earlier.

1966 10 years of credited service.

From this steady liberalization of vestirig in the Gen,eral Electric Plan,

it is quite apparent that the General Electric Company believes in the desirability

of vesting and in continuing to make improvements as appropriate,.

July ,20, 1'971
n-lec
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The CHAIRMAN. Our next witness is Mr. R. K. Roby. Mr. Roby, your
home is Latrobe, Pa.
Mr. ROBY. Yes, sir.
The CHAIRMAN. We are pleased to have you come to the committee

meeting this afternoon and we are anxious to hear your experience.

STATEMENT OF R. K. ROBY OF LATROBE, PA., FORMERLY EMPLOYED
BY AMERICAN CYANAMID CO.

Mr. ROBY. My name is R. K. Roby. I live at 720 Brinker Avenue,
Latrobe, Pa.
My statement concerns the closing of the plant.
American Cyanamid Co., closed its Latrobe, Pa., plant in January

1970. I had been plant manager since 1948 and supervised the shut-
down of this plant. It was a small industrial facility with 107 hourly
and 13 salaried employees. Unfortunately we were a one-product plant;
namely, electric blasting caps. The national market for explosives
and caps has undergone major technological changes in recent years
and sales decreased to the point where the company's management
decided manufacturing operations were no longer feasible at this
location.

Closing a plant is an emotional experience and it is extremely dif-
ficult where practically all the employees have long service records
and there is a bleak outlook for new jobs in local industries.
There were 107 hourly employees on the payroll when the closing

of the plant was announced in November 1969. Layoffs and resigna-
tions reduced this to 94 employees when the plant was closed in Janu-
ary 1970.
From this group: 24.5 percent now receive pensions, 7.5 percent

will receive a pension when they attain age 55, and 68 percent re-
ceive nothing.
Cyanamid pension plan gives an employee a vested right after age

50 and 15 years of service or a combination of age and service that
totals 65 years. Unless age 50 is attained no pension is granted. A vested
right will give an employee the following benefits:

• 1. A pension for the rest of his life after age 55.
2. Free life insurance up to $2,000 based on his years of service.
3. Medical expenses of $2,500 for the employee and for each of his

dependents.
4. The right to convert the comprehensive medical benefits and

group life insurance to individual policies by prepayment of the pre-
miums without submitting to a physical examination. The monthly
costs for converting medical benefits were recently increased from
$12.50 for single and $20 for family coverages to $20 for single and
$40 for family. Life insurance premiums vary from $1.25 per month
to $2.75 per month based on the age of the pensioner.
The average actual pension payments to the hourly employees will

be less than $100 per month. The prepayment of medical coverage,
which all but three pensioners elected, reduces the take home pay
accordingly. The average service for hourly employees receiving
pensions is 29.7 years.
There were 22 employees each with over 20 years of service between

the ages of 40 and 46. This group was hurt the most with the plant
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closing. None was eligible for any pension benefits. These employees
were bitter and complained that tne money the company had put aside
for their pensions should be refunded to them. They claimed that pen-
sions were a part of the bargaining when negotiations were concluded
with the local union and that the cost of pensions was a part of the final
settlement. If they had known the plant would be closed down, they
would have prevented ratification of the working agreement and in-
sisted on an increase in hourly rates in lieu of a pension plan or changes
in the plan. They believed the plant was closed to avoid pension pay-
ments.

Practically all of the hourly employees searched for new jobs. They
had varying degrees of success as shown below:
Four found better jobs; 16 found similar jobs at about the same pay;

23 found poorer jobs; seven retired; 17 have not found work and are
still looking; two died; and 25 unknown.
Severance pay was granted to all hourly employees on the payroll at

the closing date. It varied from 3 weeks with 3 years service to 12 weeks
pay to employees with 20 or more. Several quit before the closing date
to accept jobs in other plants and lost their severance pay.
The salaried group of 12 employees, I have excluded myself, show

seven eligible for pensions and five not eligible. The approximate aver-
age pension is $143 and the average service is 31 years. Severance pay
to the exempt employees in this group was from 6 months at full and
6 months at half pay to 7 months at full and 15 months at half pay.
Most of the exempt employees had signed a contract with a 6-month
notice. For the nonexempt employees the severance varied from 2
months at full and 6 months at half to one-half month pay to an em-
ployee with short service. The plant accountant, age 49, with over 17
years of service refused a transfer to another Cyanamid location for
justifiable family reasons and he received nothing. Considering age,
service, responsibility, and severance to other employees, the treatment
to this fine accountant was not fair.
When a plant closes and the employees are without a job, many

problems arise particularly for the employee over age 40. He may
have children in college or he may have difficulty adjusting to a new
job or to unemployment. Skills in one plant cannot be transferred and
in most cases those who find new jobs generally receive less pay, are
subject to layoff, lose their status as senior employees and probably
have to perform unaccustomed physical labor. After reviewing the
hardships connected with the closing of the Latrobe plant, I have the
following recommendations concerning company pension plans:

1. That an employee earn a vested right after 10 years of regular
service.

.2. That company medical insurance plans be continued for employees
with vested rights at the company's expense until the employee finds
employment with similar coverage. If this is not practical, then I sug-
gest a flat coverage of medical costs up to $5,000 for the employee and
each of his dependents.

3. Life insurance continuance without physical examination at rates
not to exceed $1.25 per thousand dollars of coverage.

4. Tax incentives to corporations who provide liberal pension pay-
ments to employees in the lower-income brackets.
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The CHAIRMAN. That is certainly a complete and detailed account-
ing of what happened at this American .Cyanamid plant.
Was that located in Latrobe?
Mr. ROBY. Yes.
The CHAIRMAN. Yours was probably one of the hardest jobs. You

had to represent American Cyanamid in closing out the plant?
Mr. ROBY. That is right.
The CHAIRMAN. So all of this statistical analysis is more than just

a statistical analysis to you. These are the human stories of the fami-
lies whose termination you had to supervise.
Mr. ROBY. That is right. I imagine you can multiply this by the

number of plants that have closed down in the country and find sim-
ilar results. Cyanamid's plan is not too bad if you have a vested right.
I am covered with a vested right. I elected for early retirement. I have
been treated very well and have no complaint.
The CHAIRMAN. You mentioned the accountant here. In order for

him to receive the combination of service and time he had to stay with
the company and go to another plant.
Mr. ROBY. Yes; he would have had to stay with the company and go

to another plant to get a vested right; that is right.
The CHAIRMAN. How much service did he have?
Mr. ROBY. Seventeen years.
The CHAIRMAN. With that there was no vesting at all?
Mr. ROBY. No vesting at all.
The CHAIRMAN. What was the first vesting opportunity?
Mr. ROBY. It would be at age 50.
The CHAIRMAN. Senator Javits ?
Senator JAVITS. Thank you.
I have two questions, but first I want to thank you very much for

helping us with the details and facts on this problem.
You have noted that 68 percent of those who were prospective bene-

ficiaries of the plan got nothing. That is on the first page of your
statement.
Mr. ROBY. That is right.
Senator JAVITS. Can you give us any idea of the average length of

service of that 68 percent?
Mr. ROBY. It would be over—it would be 20 years or more, yes.

Seventy-five percent of the employees or over had been there more
than 10 years.

Senator JAVITS. I must say that is avery shocking figure. That is
what the contract said, but it is shocking to me that that expectation
should have been so massively dashed.
The other thing I would like to ask you concerns a statement which

you made which to me is so critical in this whole matter. You say,
"They"—meaning the employees—"claimed that pensions were a part
of the bargaining when negotiations were concluded in the local union
and that the cost of pensions was a part of the final settlement. If they
had known the plant would be closed down, they would have prevented
ratification of the working agreement and insisted on an increase in
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hourly rates in lieu of a pension plan or changes in the plan. They
believed the plant was closed to avoid pension payments."
Could you expand on that at all? What I am trying to ascertain is

this: Even though the employer pays the tab into a fund, the em-
ployee considers that part of his compensation and takes that into
account in determining whether he is getting whatever may be a fair
break?
Mr. ROBY. I think so. We had about two-thirds of our plant that

were girls and one-third men. The hourly employee never was much
concerned about a pension until he got to be about 40 or 45. Then
they wanted to know what a vested right meant to them. We had a
pension change in 1968 where the plan was modified and extended and
where we got more credit for the years of service we had spent on
the plan.
At the end of the negotiations we considered that a part of the pack-

age. I participated in the negotiations. The people that we talked
to, the older employees, were real pleased because we were increasing
the benefits to them. Prior to this change in the pension plan you
had to have 2 years of service and be age 35 before you became a mem-
ber. Then at the last change they gave you credit for all the years you
spent with the company after you had served a 2-year apprenticeship.

Senator JAVITS. When they accepted this as part of the package, was
anything at all said about the possibility that the plant would shut
down or terminate or that they would be locked out of the plan as a
result?
Mr. ROBY. We were always quite concerned about our plant. We

knew that we were the smallest of four plants in the country making
this product. We were well aware of the impact and the changes in the
explosives industry. We talked about this in negotiations. We may have
held wage settlements down somewhat by doing it because we couldn't
price ourselves out of the market.
I believe that we inferred, if not actually said, that pensions were

a part of the cost of the package. I know I inferred that to the em-
ployers and I was plant manager.
Senator JAVITS. Was anything said in that same connection that that

part of the package mieht go out the window if the plant closed, oi
wasn't that considered at all?
Mr. ROBY. I don't think we said that in so many words, no.
Senator JAVITS. That is my impression. My impression is that that

item is not mentioned in the fine print and workers are suddenly
caught by surprise, although there it is as big as life in the contract.
Mr. ROBY. Even though you tell workers there is danger of the plant

closing during negotiations they believe you are just kidding them.
They say "He doesn't mean that. It can't happen to us."
Senator JAVITS. Thank you very mudh.
The CHAIRMAN. Thank you, Mr. Roby.
We have no further witnesses this afternoon. Tomorrow morning

we will reconvene at 10 o'clock.
At this point I order printed all statements of those who could not

attend and other pertinent mPterial submitted for the record.
(The material referred to follows:)
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(Whereupon, at 3:30 p.m., the hearing was adjourned, to reconvene
at 10 a.m., Wednesday, July 28, 1971.)
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WEDNESDAY, JULY 28, 1971

U. S . SENATE,
SUBCOMMITTEE ON LABOR OF THE

COMMITTEE ON LABOR AND PUBLIC WELFARE,
Washington, D .0 .

The subcommittee met, pursuant to recess, at 10 a.m. in room 4232,
New Senate Office Building, Senator Harrison A. Williams, Jr.,
chairman of the committee, presiding.
Present: Senators Williams, Javits, and Schweiker.
Subcommittee staff members present: Mario T. Noto, special counsel;

and Michael Gordon, minority counsel.
The CHAIRMAN. Our subcommittee hearing will come to order.
We will continue our subcommittee hearing on the broad subject of

private pension plans.
This is the second day of hearings by the Senate Subcommittee on

Labor concerning the problems and the hardships which workers in
the United States experience with private pension plans.

Yesterday, we heard a case where a man, after having worked for
27 years for one employer and when personal hardships forced him to
leave the company at 46 years of age, forfeited all pension benefits
because the pension plan which covered him required vesting of bene-
fits at age 50. Other witnesses also testified of long years of devoted
service to their employer, only to find that when the time came to
receive the pension benefits to which they had been led to believe
they were entitled, the benefits were not to be had because there were
no moneys in the pension fund.
Each of yesterday's witnesses described the different problems and

causes which result in the denial of pensions. However, they left little
doubt that there is need for corrective legislation to prevent their
tragedies from being passed on to those who still look forward to
pensions after the fulfillment of a working life. Workers have a right
to receive the full pension benefits for which they have worked hard
and which they have earned.
Today we continue our hearings, and again we shall hear testimony

from workers who, because of deficiencies or inequities in pension
plans, are not receiving retirement pensions which are rightfully
theirs.
Our first witness this morning will be Iris Kwek.
Thank you very much, Mrs. Kwek, for being with us.

(233)
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STATEMENT OF MRS. IRIS KWEK OF DETROIT, MICH., EMPLOYEE
OF THE ANACONDA CO.

Mrs. KWEK. I want to thank you, Senator, for having these hearings.
I had written you several months ago after seeing an article in the
Detroit News regarding the proposed bill by yourself and Senator
Javits. At that time I had no idea that the company I was working
for was going to be closing in Detroit.
As I said, it is through seeing your article in the paper that this

has come about.
My name is Mrs. Iris Kwek, and I live at 14893 Greenview in

Detroit. My employment is being terminated at the end of August
from the Anaconda branch in Detroit.
They have no vested-rights pensions. I have worked there 30

years with continuous performance. I started in 1941 in the billing
department, and I have worked there continually.
The idea of vested rights when you are 19 years old is something

that—actually, I donit think I knew what the word was. Even by the
time you are 25, you are young and you are not thinking about these
things. But 15 years ago the automotives in Detroit started this term
"vested rights" and pensions started taking on meaning when the
unions were negotiating to have this put into their contracts.
In the automotive industry the office employees are included in the

unions as well as the factory workers.
The company, about this time, passed out a folder to the employees

giving us a resume of the insurance benefits we were getting and also
of the pension plan and various other little things that we were getting
and what they considered fringe benefits. I think the company called
it our second paycheck. That seemed to be the term they were using.
But all along we knew in the back of our minds that the company

had a good pension plan, supposedly. But, as I said, until you get
older, this vested rights just doesn't mean much to you until you hit
35, and then you start realizing that this is an important feature.
It was about this time that I realized that the Anaconda Co. did not
have vested rights in their pension plan.
Things went on. I kept staying with the company, knowing that

they had a tremendous pension plan. I just kept thinking that possibly
they would put the vested rights into their plan.
In 1968 the union negotiated a vested-rights pension plan for the

hourly employees in Detroit, and the salaried employees were elated,
thinking that by the next year the company surely would give this to
their salaried employees. But they didn't. They gave the employees
a stock plan. I think it was in 1969.
It was quite a crenerous stock plan, but they still ignored the vested

rights. I don't know which would have cost the most. But at my age
the vesting would have been more important than a small stock plan,
which I did accept at that time.
As I said in the first letter I wrote, Senator, I had just mentioned

that this pending legislation would be a good thing because so many
companies don't have vesting.
But then in May the company came around with a letter saying

that they were closing part of the Detroit operations and they would
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transfer some of the men and some of the other people would be laid
off and that a few people would be retired. There were very few re-
tired except in the mill. I think there were quite a few men in the
mill, but they were covered by vested rights, so their pensions were
given to them.
The company did offer me severance pay, which they evidently felt

was adequate to take the place of a vested-rights pension. I had asked
for the vested-rights pension in lieu of the severance pay, because I
felt at my age a small lump sum of money would certainly not take
the place of a pension which I had been looking forward to all these
years.
After listening to some of the hearings yesterday, the pension that

the Anaconda Co. gives is very generous. I can cite you an example.
The salary that I make now in a 10-year period, at which time I

could have retired—I would have had 42 years service with the com-
pany. I would be getting approximately a $100-a-week pension, give
or take a few dollars, which I think was more than any of those that
were mentioned yesterday.
This was paid completely by the company. This was noncontribu-

tory by the employees. So anybody who stayed with the company any
length of years, this was an incentive to stay. It certainly was an incen-
tive on my part to stay, even though I had thought after working
30 years I might like to go into something else or stay home a few
years or do something else. But I made up my mind that I would
stay with the company because of this tremendous pension, knowing
that my husband and I could certainly use this when we retired.
But, as I said, the company closed part of their operations. They

lost some of their holdings in Chile this year, and they claimed they
had to retrench. And they were taking some of their operations and
consolidating them.
I found out since that the Anaconda Co. has a large office in Toronto,

Ontario. The Canadian Government—I couldn't find out the exact
year—but in Canada the Canadian Government has passed a similar
law to what you are proposing.
As I said, I couldn't find the year it was passed. But I know it has

been in effect at least 2 years. The office employees in the Canadian end
of this company are protected with vested rights, as are all the factory
workers or hourly people in the United States, because they were given
vesting through the unions.
But it is the salaried employees in the United States who have no

protection. You don't think you need it until something like this comes
along. This has been an old, established company, and you just never
think that their economic stability is going to come to a point where
they will have to retrench.
This has been their motto, that they were an old, large company and

reliable, and the employees just stayed and stayed until they got this
quite generous pension.
The CHAIRMAN. How long would you have to stay?
Mrs. KWEK. Longer to get the pension?
The CHAIRMAN. To get the pension.
Mrs. KWEK. If this economic situation had not come up, I would

have had to stay until I was 60. They would consider that an early

66-500 0-71--pt. 1 16
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retirement. I would have had 42 years of continuous service with the
company. They would have let me retire at 60.1 am now 48.
It is hard to admit age. Anyway, that is 12 more years.
Senator JAVITS. This is a real exercise of courage, Mrs. Kwek.
Mrs. KWEK. Believe me, outside of my husband and my mother,

there are not too many people I have discussed this with.
Anyway, I am 48, so that means I would have had 12 more years of

continuous service. That would have been 42 years, and then I would
have gotten this pension.
I was projecting this. At my salary I get now, as compared to—

they have a formula. Up to $1,800 they contribute 1.3 percent. And
after that they contribute 1.5, and then multiply that by—the maxi-
mum years of service they will use is 35.
So, as I said, I was projecting what my salary would have been in

12 years that I would be getting, at least $100-a-week pension, which
I think is quite tremendous.
But what good is it if you don't get it?
Senator JAVITS. Mr. Chairman, may I ask a question at this point?
The CHAIRMAN. Certainly.
Senator JAVITS. Mrs. Kwek, do you consider yourself and your hus-

band a middle-class family?
Mrs. KWEK. Yes; because we are good managers, I think. We have

no children. I have worked ever since I was 18, and my husband has
worked ever since he was that old. And I think we have probably
done well with what we have.
I would say we are middle class; yes.
Senator JAVITS. Y ou are certainly not a poor family?
Mrs. KWEK. No; and, as I said, I think we have more than most

people for our income.
Senator JAVITS. The reason I asked you this question is that it is

thought so often that legislation like the one we are discussing is for
the poor. Here is a situation in which a tremendous injustice is being
carried out on the traditional American middle class working family.
Would you agree with that?
Mrs. KWEK. Yes.
As I said, my husband works for the city of Detroit and he has only

worked there, I would say, 5 or 6 years. So the pension plan that he
has gone into, by the time he retires, will not be that tremendous. As I
say, that is partly why I thought I would continue working and be-
tween the two pensions we would be able to live nicely.

Senator JAVITS. Very comfortably?
Mrs. KWEK. Not lavishly, but nicely.
Senator JAVITS. You felt the pension benefit was an important aspect

of your working for the company in terms of what you were going to
get out of it?
Mrs. KWEK. I would say it is the only reason, except the monetary

value of getting paid—naturally they paid me all this time. I felt the
pension was the incentive for my staying, since I have only been mar-
ried 10 years and during this time it is difficult to work and keep a
home. The pension was the greatest thought in my mind.
Senator J Avrrs. Did you go over all of this fine print at the time

you thought that?
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Mrs. KWEK. As I said, vesting per se really didn't come into promi-
nence until the automotive companies started stressing this. From 40
years of age and 10 years service is what they have for their employees.
I have several relatives who work in automotive offices. I think they

brought this into prominence.
Senator JAVITS. Did you realize at the time that you were figuring

the pension benefit was an important aspect of your compensation, that
you would have to work until you were 65 for the same company in
order to get it?
Mrs. KEWEK. Sixty. They have cut that down. They prefer you to

work until 65. But, because of the years of service I had already ac-
cumulated, I would have retired at 60.
Yes; I was aware of this. The people that I work with are all aware

of this also.
In the last 4 years some of the women friends of mine who have quit,

for various reasons, either have adopted children and quit working or
have older husbands and have left the company—I had a friend who
left last year. She was 49. I think she had 28 years with the company,
and she received nothing.

Senator JAVITS. You were personally willing and happy to continue
with this company until you would actually get your pension?
Mrs. KWEK. Oh, yes; 6 months ago, in fact, the office manager was

talking to me. And he asked me if I was going to continue working.
And I said yes. I said, "I feel with the large pension benefit I have
no recourse but to work, and I enjoy working."
If I wasn't working there, I probably would have been working

somewhere else if I could get a job at my age.
Senator JAvrrs. And you have now been severed not for cause? You

have just been severed because they say economic conditions make it
necessary?
Mrs. KWEK. Actually, I am still on the payroll—or will be, hope-

fully, until the end of August.
Senator JAVITS. But you are being severed 
Mrs. KWEK. Oh, yes. I was notified the 12th of May, I think it was.
Senator JAVITS. But that is not for cause?
Mrs. KWEK. Oh, no.
Senator JAVITS. Wasn't there kind of a little comic opera bit about

the inquiry of this committee and what ensued?
Mrs. KWEK. Oh, yes.
Senator JAVITS. Will you tell us a little about that?
Mrs. KWEK. For 2 months they literally ignored me, although I

continued to go to work every day and do my work. Many of the em-
ployees who were being severed were taking tremendous times off.
But one afternoon they called me into the office, and the plant man-

ager said, "Mrs. Kwek, something has come up." I said, "Oh, would
you like me to price or do something for you?"
I took my tablet in there. He said, "No. We found a job, and we

will be able to retain you."
I was amazed. After 2 months of literally ignoring me—he said,

"Yes. Would you want to consider taking the job ?" I said, "Certainly."
You know that at my age and with this severance pay, which they

considered quite adequate—It probably is. But by the time the Govern-
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ment takes the tax off it—I even checked with the Internal Revenue,
and it is not even a capital gain.
Anyway, this was a Friday afternoon. So he said, "Well, I will talk

with you Monday, and I will let you know more of the details, whether
the wage scale will be the same." I said, "Well, even if it is less, I have
no recourse but to accept it."
Monday he was busy at a meeting. So Tuesday I rang his secretary,

and I asked if I could speak to Mr. Frost. And I went up to his office.
And he looked at me as if to say, what did I want?
I asked him if he had come to any conclusions on this job, what it

would entail. He said, "Oh, the whole thing has fallen through."
This was somewhere around the time that the company in New York

had been contacted by the Senate subcommittee.
Senator JAVITS. You had been invited to testify before you had this

call?
Mrs. KWEK. Yes, I had.
Senator JAVITS. And then after you had gotten the request to testify,

you were invited to appear and the suggestion was made that you
could have another job. Is that right?
Mrs. KWEK. Right.
Senator JAVITS. Then did you tell us that you would not testify?
Mrs. KWEK. Well, I said, "How could you testify against the com-

pany that you were working for?" I mean, I just couldn't do that.
As I said., I have nothing against the company, really. I have tons

of friends that I still associate with that I have worked with. It is
a friendly type of place where I work, as I said, plus that fact that
over the years it is this pension that has really held me there.
Senator JAVITS. And then your job was kind of snapped out from

under you, and then you decided you would testify?
Mr. KWEK. Yes. I said, well, then, I had no recourse.
He made me feel as if the whole thing had just. been sort of a hoax.
Really, it is quite a traumatic thing to do somebody—to hire and

fire you the same day after 30 years and then take it away again—
because the whole weekend I was thinking that things were going to
work out fine. I had a good night's sleep for the first time in a month,

I don't know whether women get more emotional over these things
than men. I don't think so after seeing some of these men testify
yesterday. I think they were very emotional.
Senator JAVITS. They certainly were.
When you were offered the job, did you tell the manager that you

would or wouldn't testify? Did you discuss your testimony?
Mrs. KWEK. No. He did not discuss this with me at all.
Senator JAVITS. No mention was made of it?
Mrs. KWEK. No.
Senator JAVITS. It was your decision that you would not testify?
Mrs. KWEK. Yes. I felt you have got to have some loyalty to a com-

pany after 30 years. They have been paying my salary all this time.
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Senator JAvrrs. I think you have loyalty to your company, and I
don't think you are testifying against the company.
Mrs. KWEK. No. I am testifying against this system.
Senator JAVITS. That is exactly right.
Mrs. KWEK. And these are the words of two of my—I hate to call

them bosses—but two of the officials who were extremely elated at my
being invited down here. They did not know this until last Friday.
The CHAIRMAN. Who was elated?
Mrs. KWEK. Two of my immediate superiors. I don't know whether

I should—I can give you the names, but I don't know whether I
should.
The CHAIRMAN. They are in the same situation?
Mrs. KWEK. Because one of these men is in his early forties, and the

other in his late thirties. These people are so elated that somebody is
going to do this, because the shortcomings of this pension plan are well
known to all the salaried employees, especially because in the last few
years, as I said, some of these older women, for one reason or another,
have left the company, with nothing.
Senator JAVITS. What is this pension board that we read about that

could have given you a deferred pension if it wanted to? Who is on
that board? Do you know?
Mrs. KWEK. I don't think anybody in Detroit. I think the pension is

probably, per se, controlled by the Anaconda Co. in New York.
Senator JAvrrs. As far as you know, it is in the corporate offices?
Mrs. KWEK. Yes • I think so.
Senator JAvrrs. And you don't know the rules by which it operates,

do you, as to whether it will give you a vested right or not?
Mrs. KWEK. No.
I think when they were broached on it, they said they could not

afford to give their salaried employees a vested-rights pension
Last night I picked up one of the Washington papers, and they are

still a profitmaking organization according to the paper I bought at
the newsstand last night.

Their quarterly earnings were in the millions this year.
Senator JAVITS. You don't begrudge them their earnings, Mrs.

Kwek, just so long as they take care of their workers?
Mrs. KWEK. No, I don't. If it is not profitmaking, you are not in

business for long.
Senator JAVITS. Mr. Chairman, may the record show that in this

• particular case the corporation in question, to wit, the Anaconda Co.,
in answering our pension study form P-1 failed to give us any infor-
mation on part III, the benefits and forfeitures, and so forth.
May it also show a very interesting condition in the funding of

this plan, for which they furnished information in form P-1.
I would like parts III and IV included in the record.
(The information referred to follows:)



240

Part III. Data on Benefits and Forfeitures

(Where records of the Plan are unavailable, estimate if necessary but indicate if the figure is an.
estimate.)

19. A. Specify the total number of persons who have participated in the Plan
since 1950 or since the Plan's establishment if that date is later than

• Not Available 
B. Specify the total number of persons who have participated in the Plan

within the past 5 years Not Available

20. A. Specify the total Dumber of participants who received benefitS since 1950 or since the the Plan's
establishment if that date is later than 1950:

(1) Normal retirement
(2) Early retirement
(3) Disability retirement
(-1) Death
(5) Other

6,126 through December 31, 1969
 )
Spouse's Pension  )

• B. Specify the total number of participants since 1950 .or since the Plan's
establishment if that date is later than 1950 who have obtained vested
rights under the vesting provision on terminating employment before
qualifying for normal or early retirement 

C. Specify the total number of participants within the past 5 years who have
obtained vested rights under the vesting provision on terminating em-
ployment before qualifying for normal or early retirement

200 (estimated)

120 (estimated)

13
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21. A. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the
Plan for any reason (include those who retired and/or died)  Not Avai 1 ab le 

B. Specify the total number of participants since 1950 or since the Plan's
establishment if that date is later than 1950 who left the scope of the

Plan for reasons other than normal or early retirement Not Available 

C. Specify the total number of participants within the past 5 years who left

the scope of the Plan for any reason (include those who retired and/or

died)  
Not Available 

D. Specify the total number of participants within the past 5 years who left

the scope of the Plan for reasons other than normal or early retirement Not Available 

_
22. Specify according to the following categories the total number of participants, regardless of their

age, who left the scope of the Plan without entitlement to any retirement benefits:

A. Since 1950 or since the Plan's eStablishment if that date is later than

1950 
B. Since 1950 or since the Plan's establishment if that date is later than

1950 with more than 15 years service under the Plan
C. Since 1950 or since the Plan's establishment if that date is later than 1950

with more than 10 years service under the Plan  
D. Since 1950 or since the Plan's establishment if that date is later than 1950

with more than 5 years service under the Plan__

E. Within the past 5 years

F. Within the past 5 years with more than 15 years service under the Plan

G. Within the past 5 years with more than 10 years service under the Plan

H. Within the past 5 years with more than 5 years service under the Plan

I. Within the past 5 years due solely to voluntary separation__

Not Available

Not Available

Not Available

Not Available

Not Available

Not Available

Not Available

Not Available

Not Available

J. Within the past 5 years due solely to failure to meet continuous service

requirements Not Available 

14
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23. Specify according to c following categories the average age of participants who left the scope of
the Plan without entitlement to retirement benefits:

A. Within the past 5 years with more than 15 years service under the Plan Not Available 

B. Within the past 5 years with more than 10 years service under the Plan Not Available 

' C. Within the past 5 years with more than 5 years service under the Plan Not Available 

Average monthly pension payable to all types of pensioners then in receipt of benefits:
24. A. Indicate the average monthly benefit paid to retirees 5 years ago.

(1) Normal  (2) Early  (3) Disability  12/31/64  - $ 64.46

B. Indicate the average monthly benefit paid to retirees within the last year. 12/31/69

(1) Normal  (2) Early  (3) Disability 

- $116..61

Part IV. Funding Status Data

25. Specify the following (give the latest figures) :

A. Total assets of Plan (at cost, book, and market value) :

(1)   (2) $30,641,000 (3) $33,814,000
(Cost) (Book) (Market)

B. Total liabilities for all accrued vested benefits (include benefits vested
under vesting, early retirement, disability retirement and normal re-

LJLQS) tirement provisions, and give present dollar value) t 1 0_7_, 0 OS 
(approximate)

C. Total value of all accrued benefits, treating all such benefits as if they were
vested (give present dollar value) $123,722,000

(4) 12/31/69 
(Date a lateen evaluation)

1/1/70
(Date of latest evaluation)

1/1/70
(Date a latest evaluation)

26. A. Provide a concise description of the actuarial methods, factors and assumptions used in deter-
mining contributions or premium payments under the Plan (indicating specifically the assump-
tion used with respect to the rate of employee termination for reasons other than death, dis-
ability, or retirement).

See attached Appendix A from January 1, 1970 actuarial report.
As indicated, a discount for turnover is taken by including in the
valuation only those covered employees who have 5 or more years of
service. (No discount for turnover is taken with respect to such
employees in the valuation.)

15
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B. Except for mult. ,ployer plans, specify the total number or years (identifying each year) since

1950 or since the Plan's establishment if that date is later than 1950, in which the employer

did not make contributions to the Plan, or reduced his rate of contributions to the Plan, indi-

cating concisely the factors which dictated this result.

None - the Company has made contributions to the Plan each year

since its establishment and these contributions have been in amounts

at least sufficient to meet the funding requirements under the Pe
nsion

Agreements as specified in 10. (A) (2) 'of this form.

C. If a multiemployer plan, list those employers who are delinquent in their contributions to the Plan

as of the date of this study, the duration of the delinquency, the steps, if any, taken by the

Administrator in this respect, the total amount of delinquent contributions, and the total num-
ber of currently contributing employers.

Not Applicable.

16
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27. A. Indicate the total amount ($ value) of loans made by the Plan fund which
are outstanding as of the date of this study (exclude investments in
government, corporate and other bonds)

B. Indicate the total amount ($ value) of loans made by the Plan fund which
are outstanding as of the date of this study which were made without
collateral being provided by the debtor. 

17

None

None
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•

•

C. Indicate the total ount ($ value) of loans made by the Plan fund which
are in default as of the date of this study

D. Indicate the total amount ($ value) of loans made by the Plan fund which
are in default and which have been written off as uncollectable as of the
date of this study  

18

None

None
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E. Indicate the total amount ($ value) of debt owed by the Plan fund None

28. A. List and identify all employers contributing to the Plan fund (including any employer controlling
such an employer, controlled by such an employer or under common control with such an em-
ployer) in whom the Plan fund has invested its assets, or with respect to whom the Plan fund
has made a loan, guaranteed a loan, or pledged its assets within the past 5 years. Indicate the
amount and date of such investment, loan, pledge, etc., for each employer listed.

None.

19



247

•

B. List and identify an officers or employees of the union whose members are covered by the Plan
with respect to whom the fund has invested its assets or made a loan, guaranteed a loan, or
pledged its assets, within the past 5 years. List and identify any corporation, joint-stock com-
pany, mutual fund, etc., which such officer or employee owns or in which he has controlling
interest, with respect to whom the fund has invested its assets or made a loan, guaranteed a
loan, or pledged its assets, within the past 5 years. Indicate the amount and date of such invest-
ment, loan, pledge, etc., for each officer or employee listed, or of each entity owned or controlled
by him.

None

29. Indicate what percentage of corporate stock at current market value held by
the Plan as of the date of this study was purchased directly from the
issuer or owner None

30. Specify the following:

A. The average amount of administrative cost's charged to the Plan for the
last 5 years 

B. The ratio (percent) of current administrative costs charged to the Plan
to total fund assets calculated at current market value 

C. The ratio (percent) of total administrative costs charged to the Plan for
the last 5 years to the total income earned by the fund during the last
5 years

D. The ratio (percent) of total administrative costs charged to the Plan for
the last 5 years to the total amount of benefits paid out by the Plan dur-
ing the last 5 years 

None

None

None

None

20
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31. A. Indicate what percentage of total Plan fund assets at current market value
as of the date of this study has been invested in arrangements intended
to provide funds for housing or other social-ecouomic improvement
Programs 

B. List and identify each such program in which the Plan fund has invested
and the amount of the investment at current market value. 

None

4L

21
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THE ANACONDA COMPANY
PENSION PLAN FOR DAY'S PAY EMPLOYEES 

APPENDIX A 

Statement Of Actuarial Method And Assumptions
Used For Valuation

Actuarial Method

The principal funding method used in the valuation is the accrued benefit
method (the "unit credit" method as set forth in Part III(D) of the Bulletin
on Section 23(p)(1)(A) and (B), issued by the Internal Revenue Service under
date of June 1, 1945).

All of the benefits provided by the Plan are valued using this actuarial
method, with the exception of the disability, spouse's and 75/80 benefits.
The estimated cost of these benefits is determined on the "one-year term" cost
method. A reserve is maintained for each such benefit equal to the accumula-
tion of the unused one-year term costs, up to a maximum of five times the
current cost.

Actuarial Assumptions 

Interest:

Death:

Turnover:

Retirement:

Disability:

Provision 
For Expenses:

. Retirement 
Rates For 
75/80 Pensions:

Additional 
Assumptions For 
Spouse's Pension:

4% per annum.

The Group Annuity Table for 1951, set back one year.

Employees with less than five years of service are
excluded from the valuation as a form of turnover
discount.

At age 65 or at the valuation date, if older than 65,
but further asuming that 50% of the employees eligible
for 60/30 retirement benefits will retire when first
eligible for such benefits.

Rate of disability - 1955 UAW-CIO Table. The benefit
costed is the benefit payable before age 65, since
the regular valuation includes the cost of the benefit
payable after age 65. Mortality as to benefits pay-
able before age 65 to disability pensioners is assumed
to be in accordance with the 1944 Disabled Railway
Employees' Mortality Table.

None.

1% per year for eligible employees up to age SS, 11/2%
per year for eligible employees age 55 through 59,
2% per year for eligible employees ages 60 through 64.
The benefit costed is the benefit payable before age
65, including the temporary supplement of $130 per
month since the regular valuation includes the costs
of the benefit payable after age 65.

80% of eligible employees are assumed to have a spouse
at the time of their death. It is assumed that the
spouses will be three years younger than the employees.

May 22, 1970 Page 19.
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Senator JAVITS. This plan covered their hourly workers. Accord-
ing to their own record, that plan apparently had $107 million in
liabilities for all accrued vested benefits and $33,814,000 in plan assets
as of December 31, 1969.
The $107 million figure is as of January 1, 1970.
Do you have the pension plan booklet which shows the composi-

tion of the pension board, Mrs. Kwek ?
Mrs. KWEK. I don't know whether it is spelled out who the hoard

is. •
As I said, I have this folder here.
The CHAIRMAN. We have a copy of it and the Anaconda retirement

plan.
Mrs. KWEK. Yes; I have that. But I don't know if it is spelled out

who was on the board.
Senator JAVITS. In any case, Mr. Chairman, I ask unanimous con-

sent that the record include the pertinent provisions which relate
to the witness's testimony.
The CHAIRMAN. All right. •
I think at this point, too, we will include our invitation to Mr.

Walter Mayer, who is the assistant pension plan administrator of the
Anaconda Corp., inviting him to appear, and his letter of reply, in
which he states that the company will not appear to testify.
(The information referred to follows:)

•
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'"Zertifeb ,-73tates Zenafe
COMMITTEE ON

LABOR AND PUBLIC WELFARESTEWART E. MCCLURE, STAFF DIRECTOR
ROBERT E. NAGLE, GENERAL COUNSEL. 

WASHINGTON. D.C. 20510

• July 14, 1971

• Mr. ',,alter Mayer
Asst. Pensin Plan Administrator
Anaconda C,rporation
25 Br;adway
New Yol-k, New York

Dear Mr. Mayer:

On March 1, 1971, by Senate Reslution 35, the U. F.
Senate ordered the Senate Subcommittee on Labor to con-
duct a study of the private pension system in the United
States, with special emphasis upon the need for protec-
tion of employees covered by toese funds.

A8 you were advised on July 9, 1971 by a staff member
of the Senate Subcommittee on Labor, Mrs. Iris Kwek of
Detroit, Michigan, had informed the Subcommittee of alleged
hardships resulting from inability to qualify for a pen-
sion under your pension .1.an. These were discussed with
y-u in order to ascertain appropriate explanation in response
to the difficulties recited.

The complainant has been invited to testify before the
Subemmittee on Labor on or about July 27, 1971, on hear-
ings to be held pursuant to the Senate study of private
pension plans. It will be for the purpose ,f presenting
the problem alleged.

Acc,rdingly, toe Subcommittee on Labor similarly
invites your organization to designate a representative
to appear to testify with respect to your pension
benefits relating to Mrs. Kwek, and matters alleged by the
:;omplainant. It vJould be ai.preciated if you would indicate
expeditiously whether you will appear. In the interim, please
f.)rward n eopy of the pension plan and such other publication
which you issue relating thereto. Your assistance is aire-
(Acted.

MTN:lt

Sincerely,

Mario T. Noto
Special C.Aincel

Subcommittee ..11 Labor

66-5000-71—pt. 1-17
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Section 7

Retirement Security

With proper planning, retirement can provide some of the
most rewarding years of life. These years will be all the more
enjoyable if they are relatively free from worry about money.
Anaconda has a number of employee benefits to help make

your "golden years" more enjoyable.
... Retirement Plan
... Medical Benefits—the coverage for retirees is discussed under

Medical Security in this section of the handbook.
... Savings Fund Plan—Your opportunity to accumulate a fund

for use in your retirement is discussed elsewhere in this
section.

... Social Security

The plan
Salaried employees not covered by any other pension or

retirement plan agreement automatically participate in the
Anaconda retirement plan, which has these main features:
... Regular monthly income
... Entirely paid for by Anaconda
... Flexible, with provisions adaptable to a variety of

individual circumstances.
There are three types of retirement provided for under the

plan:
Normal—the normal retirement date is the first day of the

month after your 65th birthday. This is the date when you may
expect to retire under normal circumstances.

Early—you may retire on the first day of any month after your

60th birthday, provided you have at least 15 years of credited
service.

Disability—if you become totally and permanently disabled

between the ages of 50 and 65 and have completed at least

15 years of credited service, the retirement board may approve a

disability retirement. The retirement board will be governed in

its decision by medical reports on your physical condition.
Retirement benefits vary according to the type of retirement.

Two terms are used frequently in determining benefits.

(1) Credited service means how long you have continuously

worked for Anaconda up to the first of the month following

7:1
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your 65th birthday. You will receive credit for service after age

65 up to a maximum of 35 years. Employment prior to a break in

service is not included, but you will receive credit for time

spent in the U.S. armed forces, absences due to illness or injury,

and most approved leaves of absence.

(2) Final average salary means your average annual salary,

excluding commissions, bonuses, and special payments, received

by you during the 60 calendar months immediately preceding

your retirement.
With these definitions in mind, you will understand the

benefit computations for each of the three types of retirement.

Normal retirement
1.3% of the first $7,800 of your final average salary

PLUS
1.5% of your final average salary in excess of $7,800

multiplied by your years of credited service up to a

maximum of 35.
Your monthly retirement benefit will be 1/12 of the annual

figure computed by this formula.

You may compute your own normal retirement benefit by

using this formula:

1. Your date of birth

YEAR MONTH

2. Normal retirement date
(first day of month after age 65)  

3. Date of employment

4. Credited service equals #2
minus #3 (max. 35 years)

5. Average annual salary (last 60 months)

6. a. 1.3% of first $7,800 $ 101.40

b. 1.5% of remainder of average
annual salary

c. Add a. and b.

7. Estimated annual benefit: #6c X #4

8. Estimated monthly benefit: #7 ÷ 12

7:2
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Early retirement
When your early retirement application is approved and you

have 35 years of credited service, your retirement benefit will be

computed the same as a normal retirement based on your final

average salary at your retirement date.

If you have less than 35 years of credited service (but at

least 15), you have two options:
1. You may elect early deferred retirement with full

monthly payments on the first day of the month following

your 65th birthday.
2. You may elect early immediate retirement with monthly

payments beginning immediately at an amount that is

reduced by 4 percent for each year prior to age 65 that

you retire.
In either case, the same basic normal retirement formula is

used.
If you retire after age 65, your retirement benefit will be

computed in the same manner as upon normal retirement,

except that your years of credited service will be figured to

your actual retirement date, but not in excess of 35 years.

Your final average salary will also be figured as of the date of

your actual retirement.

Disability retirement
To be eligible for disability retirement you must be totally and

permanently disabled, must be between age 50 and 65, and

must have completed at least 15 years of credited service.

Disability retirements must be approved by the retirement board.

If you meet these requirements, a disability retirement

application will be processed for you during the second six

months you are under salary continuation plan. If approved,

your retirement benefit will be computed in the same manner

as under normal retirement, based upon your years of credited

service and final average salary at the time of disability.

Your disability retirement benefit will be included in the

70 percent of your base monthly salary guaranteed you during

the second six months of salary continuation and during

participation in long-term disability insurance.

The Anaconda retirement plan has several other provisions

which allow for even greater protection for your dependents.

7:3
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(1) Spouse's benefit—if you die after age 55 while still
employed by Anaconda and you have 15 or more years of
credited service, your spouse will be entitled to a spouse's
benefit. Payment of this benefit is automatic, but you must
have been married to this spouse for at least two years
preceding your death.

The spouse's benefit is monthly life income in the same
amount as if you had retired under an election of an optional
retirement allowance specifying that 100 percent of your
reduced allowance be paid to your spouse.
(2) Optional retirement allowances—you may elect an optional

retirement allowance when you retire either
... at or after your normal retirement date
... at your early retirement date with retirement benefit

payments to begin immediately upon your retirement.
If you elect an optional retirement allowance, you will receive

a reduced benefit during your lifetime, and after your death
your spouse or other dependent beneficiary will continue to
receive the percentage of this reduced allowance that you
selected until his or her death. Of course, your benefit will be
automatically reduced if you choose the optional retirement
allowance, since retirement income will then have to cover the
expected lifetime of two persons.
You must make your election by filing written notice through

your employee relations department at or shortly before your
retirement date. Your elections will be canceled if you retire for
disability, if you retire before age 65 on a deferred benefit, or
if you die before age 65 and before retirement.

If your designated beneficiary dies before you retire, you
may designate a new beneficiary or take your regular retirement
benefit without the optional allowance feature. You may not
change or rescind the option after you retire.
No rights or benefits are provided under the retirement plan if

your service is terminated for any reason, including death, prior
to your actual retirement. The only exceptions are if you have
met the requirements for a spouse's benefit or have elected an
optional retirement allowance and die following your normal
retirement date.

7:4
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Social Security
You will be able to collect social security retirement income

when you retire at age 65. This will be in addition to any benefits

received from the Anaconda retirement plan.

At least 3 months before you retire you should contact your

social security office for information about your rights.

There are other social security benefits for which you may be

eligible. These are discussed briefly in the appropriate parts of

this section of this handbook. However, as benefits, eligibility

requirements, and the social security tax rate are frequently

changed by Congress, your best source of information is the

Social Security Administration.

You and Anaconda share equally in the cost of Social Security.

7:3
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Senator JAvrrs. We may have to exercise subpena power in selected
cases. But I hope very much that corporations which can help us will
appear voluntarily.
I would like to emphasize, Mr. Chairman—although the Chair is

extremely well able to speak for himself—that we are complaining
against no one and finding moral fault with no one unless there is
shown a fiduciary breach or dishonesty.
The CHAIRMAN. I certainly agree.
Perhaps this is a classical case. They stand on their plan. Their plan

is rather clear. There is just plainly no vesting until retirement at age
60, with continuous service over the required number of years. That is
the plan.
I think if they have company problems in arriving at a plan which

will meet the needs of people, they ought to come in and tell us what
their problems are.

Senator JAVITS. If we are going to frame legislation, I think it is in
the highest public interest that we should know what their problems
are, because it would be most ill-advised for us to make legislation
which would be impractical, which would reduce the amount of a pen-
sion plan. That would be against the interests of the people we hope to
protect.
The CHAIRMAN. Certainly.
Senator .TAvrrs. Thank you very much, Mr. Chairman.
Mr. Chairman, we seem to have a copy of their pension plan for

salaried employees, so I think perhaps the whole thing might go in.
The CHAIRMAN. That will complete the record; yes.
(The information referred to follows:)
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RETIREMENT PLAN FOR SALARIED EMPLOYEES 

OF

THE ANACONDA COMPANY 

SECTION I Definitions.

The following words and phrases, as used herein, have the following

meaning unless a different meaning is plainly required by the context:

(1) "Company" means The Anaconda Company and any domestic Subsidiary

which may be included in this Plan by designation of the Board of Directors

of the Company.

(2) "Effective Date of the Plan" means January 1, 1955.

(3) "Subsidiary" means any corporation 507. or more of the outstanding

capital stock of which is owned by The Anaconda Company and/or any one or

more Subsidiaries.

(4) "Affiliate" means any corporation 257, or more of the outstanding

capital stock of which is owned by The Anaconda Company and/or any one or

more Subsidiaries.

(5) "Employee" means any salaried employee of the Company (not other-

wise eligible for benefits under any other pension or retirement plan estab-

lished by the Company or any Company hereafter merged with the Company or

whose assets or a majority of the stock of which shall be acquired by the

Company) including an officer, but not including any director who is not an

employee, who is (i) a citizen of the United States, or (ii) regularly em-

ployed in the United States, or (iii) hired by the Company in the United

States. For purposes of the preceding sentence, a person shall be deemed

to be regularly employed in the United States if his employment in.the

United States is expected to continue for at least one year.
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(6) "Credited Service" means the period of continous employment of any

Employee In the service of the Company or any Subsidiary, domestic or fcreign,

prior to the date of his retirement calculated from the later of the date of

first employment or the date of re-employment following any break in service.

Credited Service with respect to any Employee shall include the (i) periods of

service of an Employee with any company which shall be or has been merged with,

or.whose assets, or a majority of the stock of which, shall be or have been

acquired by the Company ot any such Subsidiary (ii) periods of service of an

Employee with any Affiliate, and (iii) periods of service rendered by an Em-

ployee at the request of the Company in any activities relating to or affecting

the interest of the Company or any Subsidiary. In the following circumstances,

periods of absence shall not be considered a break in service and shall not be

deducted in computing years of Credited Service. All participants under similar

circumstances shall be treated alike.

(a) absence for service in the military forces of the United States,

including the Coast Guard and Merchant Marine;

(b) absence due to sickness, accident, temporary shut-down or other

unavoidable circumstances, insofar as any such absence and the length thereof is

approved by the Retirement Board; and

(c) absence for education or for community service for periods not

exceeding six months' duration; or absence for some other purpose, for periods

not exceeding six months' duration, which is approved in advance by the Retire-

ment Board as being of substantial benefit or importance to the Employee, the

Company, or the community.

A leave of absence under the subsection (c) for a period in excess of six

months which is approved by the Retirement Board shall not be considered a break

in service, but any period of such absence in excess of six months shall not be

counted as Credited Service.

Revised: August 27, 1970 -2-
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(7) "Final Average Salary" means the average annual salary received by

an Employee from the Company during the 60 calendar months immediately preceding

an Employee's retirement under this Plan or the average annual salary received

by an Employee during his five highest-paid consecutive calendar years of Credited

Service, whichever is higher.

(8) "Salary" means annual salary on a regular and fixed basis excluding

commissions, bonuses and any other special payments.

(9) "Board of Directors of the Company" means the Board of Directors

of The Anaconda Company.

(10) "Retirement Board" means the managing board of this Plan as provided

in SECTION VI hereof.
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(11) "Actuarial Equivalent" means a benefit having an equivalent

value when computed at the rate of interest and on the actuarial tables

last adopted by the Retirement Board on the recommendation of the actuary

retained by the Company for actuarial computations under this Plan.

(12) The masculine pronoun wherever used includes the feminine

pronoun, unless the context clearly indicates otherwise.

SECTION II Time of Retirement.

(1) Normal Retirement Date.

The normal retirement date of any Employee is the first day

of the month next following his attainment of age 65; at which time an Em-

ployee shall retire unless the Retirement Board has recommended his continued

employment by the Company and such recommendation has been approved by the

Chairman of the Board and the President of the Company, except that the con-

tinued employment of an Employee beyond age 68 must also be approved by the

Board of Directors.

(2) Early Retirement Date.

Any Employee who has at least 15 years of Credited Service

may retire as of the first day of any month prior to his attainment of age

65 at any time on or after attainment of age 60.

• (3) Disability Retirement Date.

Any Employee who has not reached his normal retirement date

but who has attained age 50 and has at least 15 years of Credited Service

shall, if the Retirement Board finds that he has suffered a total and per-

manent disability, be retired from service as of the first day of a calen-

dar month not less than 30 nor more than 90 days next following receipt by

the Retirement Board of written application for disability retirement made

- 3 -
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by the Employee or by the Company. Total and permanent disability means an in-

ability to engage in any substantial gainful activity by reason of any medically

determinable physical or mental impairment which has continued for a period of

at least 6 consecutive calendar months and can be expected to be of long-

continued and indefinite duration or to result in death. In determining the

nature and extent of any Employee's disability, the Retirement Board shall con-

sider the report or reports of a physician or physicians appointed or approved

by the Retirement Board who have examined such Employee with respect to such

disability. The final determination of the nature and extent of such disability

shall be made only by the Retirement Board.

SECTION III Eligibility for Benefits. 

All Employees who retire pursuant to the provisions of SECTION

II shall be eligible for retirement benefits under this Plan.

SECTION IV Retirement Benefits. 

(1) Normal Retirement Benefit. 

The normal retirement benefit payable on retirement on or after

February 1, 1970 and at or after the normal retirement date shall be at an annual

rate computed as follows: The''-aggregate of 1.3% of the first $7,800, and 1.5%

of the balance of Final Average Salary, multiplied by the number of years of

Credited Service up to a maximum of 35 years of Credited Service.

(2) Early Retirement Benefit. 

(a) If an Employee retires with less than 35 years of Credited

Service prior to his normal retirement date under the provisions of Paragraph

(2) of SECTION II, such Employee at his option will receive, based on his

Credited Service and on his Final Average Salary, (i) a normal retire-
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ment benefit commencing at age 65, or (ii) a reduced amount of retirement

benefit commencing at his early retirement date, which will be such normal

retirement benefit reduced by 1/3rd of 17, for each month by which his early

retirement date precedes his normal retirement date.

(b) If an Employee retires with 35 or more years of Cre-

dited Service under the provisions of Paragraph (2) of SECTION II he will

receive, the normal retirement benefit commencing at his early retirement

date.

(3) Disability Retirement Benefit.

(a) In case of retirement of an Employee prior to his

normal retirement date under the provisions of Paragraph (3) of SECTION II,

the Employee will receive a disability retirement benefit, computed as a

normal retirement benefit based upon his Final Average Salary and his Cre-

dited Service at the time of his disability retirement commencing as of

the date of his disability retirement; provided that there shall be de-

ducted from such benefit any amounts which may be paid or payable on

account of the same disability to or on account of the Employee as a re-

sult of premiums, taxes or contributions paid by the Company under any

Workmen's Compensation Law, policy, or similar plan, whether self-insured

or otherwise, (except fixed statutory payments for the loss of any bodily

member), in such equitable manner as the Retirement Board shall determine.

(b) Once every year the Retirement Board may require any

Employee who is receiving a disability retirement benefit and who has not

reached his normal retirement date to undergo a medical examination by a

physician or physicians satisfactory to the Retirement Board. Should any

such Employee refuse to submit to such medical examination, his disability

- 5 -
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retirement benefit shall be discontinued, and should his refusal continue for

a year all rights in and to the disability retirement benefit shall cease. If

the Retirement Board finds from such medical examination or otherwise that the

disability of any such Employee who is receiving a disability retirement benefit

and who has not reached his normal retirement date has been removed, his disabi-

lity retirement benefit shall be discontinued and all rights in ar.d to the dis-

ability retirement benefit shall cease. Despite the foregoing, if the Retire-

ment Board finds that the disability of an Employee who has undergone a required

medical examination has been removed, and if at the time of such finding the Em-

ployee has attained age 60, but has not reached his normal retirement date, he

will receive a substitute benefit in an amount equal to the amount of retirement

benefit he would have been entitled to receive on early retirement had he elected

as his early retirement date the date his disability retirement benefit was dis-

continued and had he elected to have his early retirement benefit commence as of

such date and had he then been working for the Company. Anything to the contrary

in the provisions of SECTION I notwithstanding, in calculating the amount of such

substitute benefit or any other benefit to which an Employee may at any time be

entitled under this Plan, the period between his disability retirement date and

the date his disability retirement benefit was discontinued shall be disregarded

for purposes of determining the Employee's years of Credited Service and his

Final Average Salary.

(4) Optional Retirement Allowance.

(a) An Employee may elect, by filing written notice with the

Retirement Board as set forth in subparagraph (b) of this Paragraph (4), to con-

vert the retirement benefit otherwise payable on his account upon retirement

into a retirement benefit in a lesser amount payable to him during his life, and

-6-
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after his death payable during the life of and to his spouse or other

dependent as his beneficiary designated by him at the time of electing

the option. The amount of such reduced retirement benefit shall be

computed in accordance with appropriate actuarial tables based upon the

sex of the Employee and the beneficiary, their respective ages at the

effective date of such election, and the percentage (1007 or less) of

the reduced benefit which the Employee specifies shall be paid after

his death to the beneficiary.

(b) The election of an optional retirement allowance

shall be made and be effective only as follows:

(1) If the Employee retires before his nor-
mal retirement date on an early retire-
ment benefit commencing at his early
retirement date, the election shall be
made on or before, and shall become
effective on, such early retirement
date.

(ii) If the Employee retires on his normal
retirement date on a normal retirement
benefit, the election shall be made on
or before, and shall become effective
on, such date.

(iii) If the Employee continues in service
beyond his normal retirement date,
the election shall be made on or
before his retirement under the Plan
and shall be effective on such retire-
ment or, in the case of a married Em-
ployee who is not survived by a spouse
entitled to a spouse's benefit under
Paragraph (5) (a) of this SECTION IV,
on his death prior to such retirement.

(c) Any election of an optional retirement Allowance

which an Employee may have filed shall be rendered null and void:

- 7 -
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(i) If the Employee retires on a dis-
ability retirement benefit; or

(ii) If the Employee retires on an
early retirement benefit deferred
to commence at age 65; or

(iii) If the Employee dies prior to age
65 and also prior to his retire-
ment under the Plan; or

(iv) If a married Employee dies after
his normal retirement date but
prior to his retirement under
the Plan, leaving a spouse who
is entitled to a spouse's benefit

under Paragraph (5) (a) of this
SECTION IV.

(d) If an Employee who has made an election of an optional

retirement allowance dies after his normal retirement date but prior to his

retirement under the Plan, his beneficiary surviving him shall receive the

specified optional retirement allowance computed as though the Employee has

survived and had retired under the Plan on the first day of the month coin-

cident with or next following the date of death, except that the election

shall forthwith be null and void if subparagraph (c) (iv) of this Paragraph

(4) applies.

(e) If the beneficiary designated under an election of an

optional retirement allowance dies before the Employee's retirement under

the Plan, the Employee shall be treated as if such election had never been

filed and such Employee may thereafter file a new election of an optional

retirement allowance subject to all of the terms and conditions hereof.

(0 Once written notice of the election of an optional

retirement allowance has been filed with the Retirement Board, such election

may not be changed or rescinded by the Employee without the consent of the

Retirement Board.

- 7a -
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(g) No Employee after his retirement under the Plan may

change or rescind an election of an optional retirement allowance hereunder.

(5) Spouse's Benefit.

(a) In the event of the death, prior to his retirement

under this Plan, of a married Employee who has attained age 55 and who

has at least 15 years of Credited Service, there shall be payable during

the life of and to his spouse, if such spouse shall have been married to

such Employee for not less than two years immediately prior to such Em-

ployee's death, a benefit in monthly installments computed as set forth

in subparagraph (b) of this Paragraph (5).

(b) The amount of each installment payable pursuant to

this Paragraph (5) shall be equal to the retirement benefit that would

have been payable to the Employee if he had

(i) retired on the first day of the month
next following the date of his death
either (a) on a normal retirement
benefit if such first day occurs on
or after his normal retirement date
or (b) notwithstanding the provisions
of SECTION II (2), on an early retire-
ment benefit (calculated in accordance
with the provisions of SECTION IV (2)
(a) (ii) ) commencing on such first
day if it occurs before his normal
retirement date, and

(ii) made an effective election of an
optional retirement allowance under
SECTION IV (4) specifying 1007 as
the percentage and designating his
spouse as the beneficiary for pur-
poses of subparagraph (a) thereof.

- 7b -
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(6) Benefits Payable under the Laws of a Foreign Country by reason

of Termination of Employment.

In the case of an Employee who under any law (effective after

December 31, 1966) of a foreign country is entitled to a benefit payable by

reason of termination of service as an Employee within such foreign country

and paid by or on behalf of the Company on account of such service, the

annual amount of any benefit payable under this SECTION IV to such Employee

or to his spouse, other dependent or other beneficiary shall be reduced by

an amount equal to the Actuarial Equivalent of such termination benefit

(to the extent attributable to payments made by the Company directly or by

way of contributions, premiums or taxes or otherwise). Such Actuarial

Equivalent shall be computed as of the date on which benefits payable under

this SECTION IV commence.

(7) Method of Payment of Retirement Benefits.

Except as otherwise provided in this Paragraph and in Para-

graph (3) above, annual retirement benefit shall be paid in equal monthly

installments, with the last monthly installment being payable for the month

in which the death of the Employee or beneficiary shall occur. The last

monthly installment of the retirement benefit payable under this Plan, in

the event of death of the Employee or beneficiary prior to the receipt of

such installment, may be paid, in the discretion of the Retirement Board,

to the surviving spouse or other dependent of such Employee or beneficiary.

Where the amoUnt of the retirement benefit payable to an Employee or a bene-

ficiary is less than $120 per year, the Retirement Board, in its discretion,

may pay such benefit quarterly, semi-annually, annually or in a lump sum

which is the Actuarial Equivalent of such benefit.

- 8 -
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SECTION V Termination of Service or Death prior to Retirement.

This Plan does not provide any rights or benefits to or on

account of an Employee whose employment is terminated for any reason or

whose death occurs prior to the time the Employee has actually retired

under the Plan except as provided under Paragraphs (4) and (5) of

SECTION TV.

SECTION VI Administration oT the Plan.

(1) The general administration of this Plan and the res-

ponsibility for carrying out the provisions thereof shall be placed in a

Retirement Board of five members to be appointed by the Board of Directors

of the Company, at least two of whom shall be members of the Board of

Directors of the Company.

(2) The Retirement Board shall hold meetings upon such

notice and at such time or times as they may from time to time determine,

and minutes of any action taken at any meeting of the Retirement Board

shall be kept by the duly appointed Secretary thereof who must not be a

member of the Retirement Board.

(3) Members of the Retirement Board who are not officers or

employees of the Company shall receive such compensation for their ser-

vices as the Board of Directors of the Company may determine. No bond

or other security shall be required of any member in his capacity as such.

(4) Subject to the supervision and control of the Board of

Directors of the Company, the Retirement Board may from time to time

establish rules and regulations for the administration of this Plan and,

except as in this Plan otherwise expressly provided, the interpretation

of this Plan and the determination of any question as to the eligibility .

-9-
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for benefits and years of Credited Service of an Employee or any question what-

soever arising in connection therewith shall rest entirely with the Retirement

Board.

(5) In administering the Plan, neither the Retirement Board or any

member thereof, nor the Board of Directors of the Company or any member thereof,

nor the Company or any officer or employee thereof, will be liable for any acts

of ommission or commission, except for his or its own individual willful and

intentional malfeasance or misfeasance. The Company, its officers arid direc-

tors and each member of the Retirement Board shall be entitled to rely con-

clusively on all tables, valuations, certificates, opinions and reports which

shall be furnished by an actuary, accountant, trustee, counsel or other expert

who shall be employed or engaged by the Company or the Retirement Board.

SECTION VII Pension Trust.

(1) The Company may establish a pension trust or trusts with a

trustee or trustees of its own selection in order to provide for the pay-

ment of the retirement benefits specified in this Plan. It shall be im-

possible by operation of this Plan or of any such trust or trusts, by

natural termination of either, by power of revocation or amendment, by

the happening of any contingency, by collateral arrangement, or by any

other means, for any part of the corpus or income of any trust fund to

be used for, or diverted to, purposes other than for the exclusive bene-

fit of Employees, retired Employees, or their beneficiaries.

(2) No Employee, retired Employee or beneficiary under this Plan

A or any other persons shall have any interest in or right to any part of the

rights to the earnings of any such trust or trusts, or any rights in or to
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or under any such trust or trusts or any part of the assest thereof, except and

to the extent expressly provided in this Plan.

(3) The trustee or trustees selected for such pension trust or

trusts shall be appointed by appropriate instrument or instruments executed

by the Company and authorized by the Board of Directors ofthe Company, such

instrument or instruments to contain such powers in the trustee or trustees

as to investment or reinvestment, control and disbursement of the funds,

securities and property deposited with and held by the trustee or trustees

and such other provisions as said Board of Directors may approve. The Board

of Directors of the Company may remove any trustee at any time upon reasonable

notice and upon such removal or upon the resignation of a trustee said Board

of Directors shall designate a successor trustee.

SECTION VIII Contributions by the Company.

The Company may make contributions to any pension trust or

trusts established by it on such actuarial basis as the Company may determine,

in order to provide the retirement benefits specified in this Plan, but the

Company may for any reason discontinue, suspend, increase or reduce any such

contributions.

SECTION IX Amendment to or Termination of the Plan in Whole or in Part 
by the Company.

(1) The Company reserves the right at any time, by action of the

Board of Directors of the Company, to modify or amend or terminate the Plan, in

whole or in part, subject to the provisions of Paragraph (1) of SECTION VII.

(2) No such modification or amendment of the Plan shall affect
*

adversely the payment of any retirement benefits to any Employee theretofore

retired under the Plan, or the rights accrued for the benefit of the Employees

and their beneficiaries. Upon termination of the Plan, or upon complete discon-

tinuance of contributions, all participants shall be fully vested in their rights

under the Plan to the extent then funded. In the event of termination of the Plan, the funds
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in any pension trust or trusts established by the Company shall be used, to

the extent adequate, for the following purposes: First, to provide for the

payment of retirement benefits to Employees theretofore retired under the

Plan or their beneficiaries and, second, to provide for the payment of

retirement benefits in an equitable and non-discriminatory manner to Em-

ployees who are not then retired under the Plan. In providing for the
•

payment of any such retirement benefits upon termination of the Plan, the

Company may, in its discretion, make payments directly from the remaining

•
funds in any pension trust or trusts established under the Plan or charge

any such remaining funds with the cost of purchase from any insurance

company of annuities to provide benefits of the same amount.

(3) The provisions of this paragraph (3) shall apply to any

one of the 25 highest paid Employees of the Company on any "commencement

date" whose anticipated retirement benefit provided under the Plan at normal

retirement date exceeds $1,500 per annum. "Commencement date", for purposes

of this paragraph (3), shall mean the date the Plan became effective or the

effective date of any amendment to the Plan which increases the benefits.

In the event that during the first 10 years following a "commencement date"

the Plan is terminated, the amount of the retirement benefit provided under

the Plan for any one of the aforesaid Employees shall not be greater than the

amount of benefit that can be provided by the largest of the following amounts:

(a) The Company's contributions (or funds attributable thereto)

which would have been applied to provide the retirement benefit if the Plan as

in effect on the day preceding such "commencement date" had been continued•

without change;

(b) $20,000; or

•
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(c) The sum of (i) the Company's contributions (or funds attributable

thereto) which would have been applied to provide benefits for the Employee if

the Plan had been terminated on the day before such "commencement date", plus

(ii) an amount computed by multiplying the smaller of $10,000 or 20 centrum of

the average annual remuneration of such Employee during the last five years of

service, by the number of years since such "commencement date". In the event

that at any time during the first 10 years following a "commencement date"

the full current costs under the Plan have not been met, then, until the full

current costs are funded for the first time the amount of retirement benefit which

shall be payable to any such Employee shall not exceed the amount thereof that

would have been payable had the Plan been terminated when such costs were not

met. Any excess reserves arising by application of the foregoing provisions

shall be used and applied as provided in the Plan for the benefit of the other

Employees or their beneficiaries under the Plan.

In the event that subsequently it should be determined by the

Company that, pursuant to statute or ruling by the Commissioner of Internal

Revenue, the provisions of this paragraph (3) or any part thereof are no longer

necessary to qualify the Plan under the Internal Revenue Code, this paragraph

(3) shall be ineffective to such extent withhout the necessity of further amend-

ment of the Plan.

SECTION X Miscellaneous Provisions. 

(1) Non-Alienation of Benefits.

To the extent permitted by law, no retirement benefit which shall

be payable under the Plan shall be subject in any manner to anticipation, aliena-

tion, sale, transfer, assigment, pledge, garnishment, encumbrance or charge.
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(2) Certain Rights and Obligations. 

This Plan shall not be deemed to constitute a contract between

the Company and any Employee or a consideration for the employment of any

Employee. Nothing in the Plan shall give any Employee the right to be re-

tained in the employ of the Company and all employees shall remain subject

to discharge, discipline or lay-off to the same extent as if the Plan had

not been established. Any contributions made by the Company to any pension

trust or trusts established under this Plan shall be voluntary, and the

Company shall have no legal or equitable liability to make any such contri-

butions.

(3) Incompetency or Minority. 

(a) If the Retirement Board receives evidence that an Employee

or beneficiary entitled to receive any payment under the Plan is physically

or mentally incompetent to receive such payment and to give a valid release

therefor, and another person or institution is then maintaining or has cus-

tody of such person, and no guardian, committee or other representative of

the estate of such person has been duly appointed by a court of competent

jurisdiction, the payment may be made to such other person or institution

and the release of such other person or institution shall be valid and com-

plete discharge for the payment.

(b) In the case of any payment due under the Plan to a minor,

the Retirement Board, in its discretion, may direct the making of such payment

to the minor or to any parent or relative of the minor or to the person with

whom the minor resides.

(4) Construction. 

The provisions of this Plan shall be construed and enforced

according to the laws of the State of New York and all of the provisions

of this Plan shall be administered in accordance with the laws of said

state. 14 - 15
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The CHAIRMAN. Thank you very much.
Rhea Johnson, Alfred St. Germain, and Robert Lengyel, are they

here? Would you all come up, please? Who is chairman of this group?
Mr. JOHNSON. I think Mr. Lengyel will testify first.

STATEMENTS OF ROBERT LENGYEL, RHEA JOHNSON, AND ALFRED
ST. GERMAIN, RADIO OFFICERS, AMERICAN RADIO ASSOCIA-
TION, AFL-CIO

Mr. LENGYEL. Mr. Williams and Mr. Javits, my name is Robert
Lengyel. I am 44 years old. I am an American seaman. I caught my
first ship when I was 17 years old. I became a full book member in the
American Radio Association in 1945, which provides employment and
negotiates contracts for radio officers on American vessels. We are all
radio officers.
I have been a member of the union since that time, never having

taken a withdrawal card. From the time I caught my first ship until
1950 I shipped regularly. In 1950 I quit a ship in Tampa, Fla., by
mutual consent with the captain in order to join the Marine Corps.,
I served overseas in North Korea and came out with a small disabil-

ity. I took an honorable discharge in 1953 and for the next 7 years,
until 1960, I went to college under the GI bill and I worked on a ven-
ture on shore which failed, trying to catch an anchor to windward just
in case something happened to the industry.
In 1960 I made the decision that trying to get something started on

the beach was hopeless and I would stay at sea the rest of my natural
life. I have been on one ship since 1960 working for Matson, going to
the islands.
That brings us up to what I am doing currently. Presently the

whole merchant marine is on strike on the west coast. En route I man-
aged to find a lovely woman and I have three children and today is
the birthday of one of those daughters.
The CHAIRMAN. Congratulations.
Mr. LENGYEL. Thank you.
The CHAIRMAN. I wish you were being televised today, so they could

see you. You should have been here yesterday.
Mr. LENGYEL. I qualify because of my length of service for the maxi-

mum pension the union has called normal A initially, which would
give me 60 percent of my average base wage over the last 360 days of
employment. This would give me approximately $720, I believe, if I
were to be able to retire at this time. I am 8 years away from that
possibility. I have vesting privileges. If I choose to invest, I could
invest 60 percent of what I would retire at, which would give me a
vested interest of $432 which I could collect when I became eligible
for retirement.
So far, it looks as though I am a fat cat, that I have it made. That

is fine until you start to look at the amount of money involved and
what assumptions are that the actuary uses for making a plan actu-
arily sound. All of the figures I have and all of the information I
have comes from two sources, records with the Government filed
under the signature of the president of the union, and the secretary-
treasurer and from contact I had with the Penn Mutual Life Insur-
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ance Co. trying to get a comparative basis for what could be had in
private industry and what we have on our so-called self-insured pro-
gram.
In 1967 the unfunded liability of the plan came to $3.020,000 in

the American Radio Association's west coast portion of an 'integrated
plan. This is approximately one-third of the total plan and the figures
are approximately—the east coast and the gulf coast contain roughly
two-thirds of the total. So whatever I say here about the west coast
would apply to the east coast and the gulf.
By 1970 the unfunded liability had risen from $3,020,000 to $7,-

091,500. The investment record of the plan, starting in 1967, was only
3.62 percent in 1967, 2.98 percent in 1968, 3.61 percent in 1969, and
1 was not yet able to get the reports for 1970. They calculate that they
are going to use 3.5 percent for the total life term of the plan. One of
the characteristics of the self-insurance program, in order for it to
succeed, it requires that the investment success of the plan be superior
to that obtained by regular life insurance companies such as Penn
Mutual.
Second, our plan is regulated, as mentioned by Senator Randolph

yesterday, requiring that all of the liabilities first be covered by gilt-
edged securities, something with a low risk, low yield investment that
very likely they will retain. Then if they have any surplus, they can
invest it for a profit into higher risk and higher gain ventures.
Our union in the report for 1971, the one I just acquired—we have

almost all of our assets in common stock and we took a loss between
the start of the year and the end of the year. We had in common stock
$1,514,315 at the start of the year, and sold it for $1,332;862. So it
seems to me that the main assets of the fund are the contributions being
made by the companies. The companies, at this time, because of the
status of the merchant marine—my union, for instance, control less
than 330 jobs. The merchant marine itself at the start of the year,
had only 706 privately-owned vessels

' 
fewer than we had 100 years ago,

and the chances are it is below the 700 figure now.
There is a continuing increase in unemployment in the merchant

marine. Seamen are all over the beach. It will be difficult for them to
• qualify for certain aspects of their pension based upon the employ-

ment. If I continue to work, in spite of the fact that at this time I
could have a vested interest, provided I left the industry completely
and never again sailed as a radio officer on an American ship—that is
the contingency. Otherwise, I can't vest. Whether I would or not is
not really relevant because I am speaking for others as well as myself.
The CHAIRMAN. If you had vested, we would be able to check benefits.
Mr. LENGYEL. When I am 52, 8 years from now, provided I never

again work as a radio officer in the merchant marine, I could possibly
lose the top pension rating that I have, normally, because there is a
requirement to get the very top in this group, you have to be employed
400 days in the last 2 years. You have to have what they call 400 days
of covered employment in the last 2 years before you apply for
retirement.
The shipping situation being what it is, and the number of jobs

available, the union can't promise the men that much employment.
With approximately 790 members and approximately 300 jobs, sup-
posing one ship can support two men, it still comes out that there are
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100 and some men that are not going to be offered sufficient employ-
ment.
There are other characteristics where men can be disqualified simply

if they wait too long to get a permanent job. They may wind up hold-
ing sailing jobs where men take vacations simply because they have
to go to work to eat. It is that simple. Our plan should be funded by
the year 1992. So far I have indicated that the only real income seems
to be the company contributions which have risen on the west coast
to over $19 a day per man each day we work. That is $19 a day.
It was $16.35 at the start of this contract period about 2 years ago.

The companies are currently—this figure of $19.12 actually reflects
the deteriorating state of shipping in the American merchant marine.
At the start of this period the rate was $16.35.
The agreement was that the companies would pay for the lifetime

of this contract as they paid during the peak years of shipping. This
ends next year. In the rise from $16.35 to $19.12 this indicates. that
a number of companies have failed or the number of vessels is no
longer so great. The companies have had to pick up the difference to
meet a certain national figure.
The CHAIRMAN. As anticipated, there is a vote in progress in the

Senate. We will have to recess and return as soon as we can.
(Recess.)
The CHAIRMAN. We will pick up where we recessed.
Mr. LENGYEL. Essentially I have completed all of the figure as-

pects and before everything gets lost in figures, these come, as I
stated, from the forms filed under provisions of the Landrum-Griffin
Act with the Labor Department and can be purchased at 25 cents a
sheet.
The year 1970 in particular has a complete actuary's report on the

status of the funds, the funding method, and the qualifications, a
complete and concise description of the plan.
I would like to enter that. I think it is very indicative of most of

the Maritime Union pension plans, that there is a certain representa-
tion that this will reflect upon those others.
The CHAIRMAN. This will be what?

. Mr. LENGYEL. This will reflect, in a parallel sense, what does occur
in the pension plans of the other maritime officer unions.
The CHAIRMAN. What document is this that you have?
Mr. LENGYEL. The forms filed with the Government, D-2, filed by

each union for any pension plan of that sort.
The CHAIRMAN. We have all of that information.
Mr. LENGYEL. You understand that I am a rank and file and active

radio officer of considerable experience. I have no intention of retir-
ing, but I do at this time have a vested interest. As a great many of
those who entered the service in the merchant marine when I did 
The CHAIRMAN. You are currently employed? There is a strike.
Mr. LENGYEL. I am employed, but the ship is tied up because of

longshoremen. They didn't do it because of me. On paper, the plan looks
great. I have a vested interest, but I have some doubts as to whether,
based upon the investment, success of the plan and the deteriorating
financial state of the merchant marine and shipping, whether the
money can continue to pour in at this rate. I have this concern in
advance. Rather than waiting for the ax to fall, I felt I should say,
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shouldn't you invest this way or that way in a more successful way?
Actually, they could make more money in savings account.
I don't want to wait for that period and neither do those I represent

who may be disqualified in the future. This is why I am bringing this
aspect to the attention of your committee.
The CHAIRMAN. Your basic concern is with the funding of the plan

as you understand it?
Mr. LENGYEL. Yes, sir. Then there is a moral objection that if I con-

tinue to work, I stand the risk of decreasing the amount of funded
benefit I have, which is kind of screwy. If I do this, aside from the fact
of what I have to do to vest 
The CHAIRMAN. We don't understand that up here.
Mr. LENGYEL. I qualify for a top pension called normal A. As a

proviso. to obtain this, there is a subsection A and B. I qualify for
approximately $432 top at this point, to be collected starting at the age
of 52 for life. If I continue to work and this particular ship I am on,
lays up, or is sold, or I just get off from it for some reason and I ship
aboard a vessel with a lower wage rate, they will calculate my percent-
age of pension on the different rate, plus if employment gets extremely
rough—and it is pretty darned rough now—I could possibly not get
400 days of covered employment where employers contribute in a 2-year
period prior to the time I apply and then I would drop down into a
lower paying category than the normal A pension. I have it made now,
with more than enough. In the fiduciary line, we have three union
trustees and three management trustees, but there is no requirement
that any of the trustees have investment experience, none whatsoever.
I recently ran in a special election, which. I lost. I am a union dis-

sident and activist and a member of an adversary group, but I believe
that is a function of democracy. It is open. I lost the election and the
man who replaced me—this is not personal, mind you, this is merely
his function as an official in the union, as a trustee of the plan—has no
investment experience whatsoever, and as I understand it, not even a
knowledge of the language used.
. This deals with the current problems I have which are going to
increase as shipping continues and the merchant marine continues

• to deteriorate.
My two union members here may have paid for my high rate of

pension qualification by not getting any themself, which I think is
morally wrong. Whenever stuff is presented to the members of our

• union for ratification, there is always a pro but never a con as to why
somebody should not vote for it, so the men more or less vote down
the line. This is pretty typical.
As a member of the dissident group, I have received letters like

this, and this fits in with what will be coming up from my two brothers.
This is out of context, but it is valid and all too frequent.

See what I mean, Bob? What becomes of jokers like me? What happens to
all this money that was to have been put into a retirement program for me?
Am I not entitled to a small portion of this, at least? Methinks I have been a
first-class sucker, and it is too late in the evening for me to repair the day's
work as night is falling fast. Do you think I should write a person in the union
dealing with pension and welfare, or just forget the whole thing and go on
welfare? Guess that is about the last stop, isn't it Bob? Well, I think that would
be my very last port of call, Bob. I never did ask for charity and I am not
starting now.
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Well, sir, you know we fight wars over this kind of stuff. My two
union brothers are here at this point. I have nothing further reflecting
upon myself as far as the future is concerned versus theirs which is
current.
The CHAIRMAN. Mr. St. Germain, do you have anything to add?
Mr. JOHNSON. I think I will proceed, Senator, and he can supple-

ment it. We have more or less arranged that. For the record, my name
is Rhea Johnson. I am from Tampa, Fla.
Let me say, Senator, I am very happy to appear before this com-

mittee and very thankful. I will start off by stating that everything
that I tell you I can support by documentary evidence, which I have
with me. I have been a radio officer in the merchant marine since
December of 1929. I joined the union in 1935, which is a couple of
years after it was formed. I took a withdrawal card in good standing
in March 1941 to go into the Army Air Force. At the time I had
worked 1,762 days as a radio officer aboard ships in the merchant
marine. I was released to inactive duty from the military hospital
on the 9th of December 1951, and in February 1952, I applied for
reinstatement in my union. It was denied. It was stated that I had
been expelled for nonpayment of dues.
I was not readmitted to the union until 1957 and the plan at that

time called for a minimum of 10 years' service at age 65. It has been
changed. The union retirement plan has been changed many times since
1957. Since release to inactive duty in 1951, after reinstatement, I have
worked aboard union contract vessels a total of 1,989 days, with paid
vacation of 367 days, totaling 2,356 days.
Coupled with the prior time, that is, prior to World War II, of 1,762

days, that brings us to a total of 4,118 day's employment. The union
computes currently 200 days as a year of creditable retirement service.
So in other words, I have over 20 years' service.
Upon application for retirement on January 4, 1970, I was informed

that I had only 37 Quarters creditable for retirement. That is a little
bit over 9 years.
I would like to read to you the pension plan, just a small paragraph. I

will be as brief as possible. This is dated 1958, after I was readmitted
into the union. The provision for a reduced retirement is, A, 65 years
of age. You must have Pension credits for at least 10 years. This is the
reduced retirement.
I am now excluded completely from earning any pension credits and

I would like to read to you the latest revision of the retirement plan. It
is taken out of context.
That no employee shall receive pension credit for employment after he reaches

age 65 except that employees who have at least 10 years pension credits on
January 1, 1964.

There is the death sentence. How can you get 10 years' employment
credits from 1956 to January 1, 1964? It would appear, just briefly,
that where a union official is a trustee of a pension and welfare fund
and is also a participant in the pension and welfare fund, that it
miaht be alluded to putting a fox in the chicken coop to guard the
chickens.
Now, if I may, I want to read, to substantiate what I went back over,

the difficulty that I had in being readmitted to the union:
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A check of our records back to 1939 indicated that Rhea Johnson, who at
that time was living in Highland Park, Ill., was expelled for nonpayment of dues
on August 23, 1939, but I cannot find any evidence in any of our records anywhere
that you took a withdrawal card as you insist in your letters.

This has been going on 5 years, trying to get back in my union. This
was dated on January 8, 1957. When I located the withdrawal card,
which had been lost, I sent a photostatic copy to them. The secretary-
treasurer signed this, Bernard Smith, who, by the way, is still currently

• the secretary-treasurer, and also a union trustee of the pension and
welfare fund.
On June 4, 1957, the second paragraph:
There has been considerable misunderstanding between you and this office, but

I must assure you that I have never heard or received any petition for your
reinstatement until early 1956. I cannot find any record of any correspondence
prior to that time and I can only assume that such previous correspondence rela-
tive to your reinstatement must have taken place with some other office than
this one. The first letter received by this office from you is dated February 21,
1956. However, now that your records have been substantiated by your sub-
mission of your withdrawal card, there is no question but that we can straighten
this matter out.

The withdrawal card is dated March 1941. I could go into the tech-
nicalities of the yo-yo fashion of this pension and welfare fund, but
I don't want to burden you any further. If there are any questions you
would like to ask, Senator, I will be very happy to answer them.
The CHAIRMAN. This is a complicated situation. I am sure I don't

understand it. But as I read my notes here and from your hurried
description, it looks as though the plan was designed to keep you out.
Mr. JoHNsoN. Definitely, sir. Everything known to mankind. At-

torneys wrote this and they did a beautiful job. I am not the only one,
sir.
The CHAIRMAN. During this period when you wanted to be a radio

operator, 1951 to 1956, were you working at your trade elsewhere?
Mr. JOHNSON. Senator, most of the time I had to resort to fishing to

support my family. It was tough.
The CHAIRMAN. Then you got back into the union?
Mr. JOHNSON. Yes, sir.

• The CHAIRMAN. And you have worked steadily since 1956?
Mr. JOHNSON. Yes, sir, right along. I am still an active member of

the union. But this is the death clause. I could work until I was 90
years old, because it disenfranchises me from even starting over again.
In other words, they say, "If you are past 65, drop dead." That is

what I will do.
Would you like to hear just another little statement?
In the meantime, the union officials voted themselves into, our pen-

sion fund. As Mr. Lengyel has testified, he can retire at 60 percent
of his last 200 days of employment. It applies to them as well. He
can retire at 8440, he just testified.
We had a vice president who just retired with over $23,000. They

don't contribute anything toward the pension and welfare fund except
what we give them.
This doesn't add up. This is where the money is going.
The CHAIRMAN. Our next series of witnesses will deal with this.
Mr. JOHNSON. In closing may I make one remark?

66-500 0-71—pt. 1 19
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If you are considering legislation, unless there are some penalty
clauses to the legislation, and spelled out specifically and held as
tightly as you hold banks, when you get union officials as trustees of a
pension-and-welfare fund, you had better watch them. There should
be some legislation in my opinion, to exclude them.
The CHAIRMAN. What was that 1964 date? Who does that terminate,

the date that you read to us?
Mr. JOHNSON. "An employee shall receive pension credit for employ-

ment after he reaches age 65, except that no employee who has at
least 10 years of 'pension credit on January 1, 1964 * " and who are
age 60 or over."
There are all kinds of ways and means every time this plan is

changed to disenfranchise people like myself who have been going
to sea since 1930—that is 41 years—Senator.

think I read to you that I have 4,100-and-some days of documented
time aboard ships. I can prove it by the discharge of the Coast
Guard and my licenses. Every one is right here.
This shows you, if nothing else, a design and purpose to defraud

the rank and file member of his equity.
All I ask is this. The companies on the east coast for which I

have been working in the last 3 or 4 years, have been contributing
$12.15.

Is that correct?
Mr. LENGYEL. Approximately.
Mr. JOHNSON. $12.15 per day per man. That is my money. That is

my equity. It doesn't belong to anybody else.
Lykes Brothers, for example didn't contribute that money for the

use of the union officials. That was part of my compensation, my
vested right. It is that simple.
If you would like to get into another investigation at a future date

and would like to prove fraud and embezzlement, I would be happy
to come up.
The CHAIRMAN. Mr. St. Germain, I gather every situation is dif-

ferent here. What is yours?
Mr. ST. GERMAIN. I will be 65 shortly. I have had a laryngectomy,

as you can see, one who has had his larynx removed because of cancer.
And I now breathe through my neck and use a speaking aid which
I have developed.
I was discharged from the Navy because of an injury in 1942.

I joined the American Communications Association, which was the
former name of the American Radio Association. I have been working
for 28 years on board vessels in the Alaska fleet, to which I was
assigned by the union.
With the exception of perhaps two or three instances when I went

to work for the Army Transport Command, every job that I worked
on had been assigned by the union. I have continued to pay my dues
since that time, and I am still a member in good standing.

After I developed cancer in 1966, I wrote a letter to the secretary
of our union and inquired regarding our pensions. I was informed
that because I did not have sufficient time in during the 3-year period,
that I would be denied a pension.
Furthermore, I learned that the companies to which I had rigidly

been assigned did not count in the pension plan. No one had ever
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informed me that I would not be covered by the pension plan. I con-
tinued to pay my dues.

After rehabilitation I went back to sea, and I was on one ship up
until December 12, 1970.
Of course, under the rules of the union, I would not have time

enough to get any time in for a pension.
I have worked continuously on board ships, aboard vessels of the

salmon industry. And even in my work with. the Radio Corp. in the
Radio Marine Division I was on board ships that went out to sea on
trial runs from the dock.
That is about all I have to say.
I have nothing against the union. The only thing I have a feeling

against is the system. I feel that they should have informed me. Had
I been informed that I would not participate in the pension fund,
I certainly would not have continued paying the high dues year in
and year out.
The present dues now with funds are $340 a year.
That is about all I have to say, Senator.
The CHAIRMAN. On this question of dues, what are the dues that you

pay for, the operation of the union? Or are part of the dues to be
a contribution to the pension fund?
Mr. ST. GERMAIN. No. The dues are paid to the operation of the

union and the salaries of the officials.
The CHAIRMAN. On this other question of the contribution to the

fund, as I understand the other two witnesses, for every day of work
there is a contribution from the company to the fund.
Am I right on that?
Mr. LENGYEL. Yes, sir.
Mr. ST. GERMAIN. That is right.
The CHAIRMAN. When you work on a ship, is there a contribution

from your work to that fund?
Mr. ST. GERMAIN. That is right.
The CHAIRMAN. Even though you cannot possibly get a pension?
Mr. ST. GERMAIN. That is correct.
And the present system right now, I think, is $19 a day.
The CHAIRMAN. In other words, your work generates money into

the fund, and yet you cannot participate in the fund?
Mr. ST. GERMAIN. I cannot participate in the fund.
Mr. JOHNSON. That is exactly it, sir, exactly.
The CHAIRMAN. I know we have been helped, and I think I under-

stand your testimony.
Mr. ST. GERMAIN. Senator, if I might say one thing here, it is right

in line with your line of work here.
I am president of the American Cancer Society for the northern

part of my area, in California. If you could be with me to visit the
hospitals, as I do, and visit these people who have had laryngectomies,
they are worrying about the future and one thing and another. And.
they find out that they have no other income except social security.
I think the work you are doing is wonderful.
Thank you.
The CHAIRMAN. Thank you very much.
Senator JAVITS. We are certainly glad to have heard you.
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The CHAIRMAN. The American Radio Association is to be repre-
sented here by Mr. Strichartz, Mr. Shuman, and Mr. Steinberg, as I
understand it. Mr. Strichartz is the principal trustee of the ARA.
Would you introduce yourselves?

STATEMENT OF MORRIS HARVEY STRICHARTZ, TRUSTEE, PENSION
PLAN, AMERICAN RADIO ASSOCIATION

Mr. STRICHARTZ. My name is Morris Harvey Strichartz. I am a
trustee of the ARA pension plan. I am a union trustee on that plan. I
am an official of the American Radio Association, AFL—CIO, which
is the small union representing ship-radio officers.
Every cargo vessel, including tankers, carries only one radio officer.

The number of passenger ships—they used to carry more than one,
but there are only three or four pssenger ships left in the U.S.-flag
merchant marine. The total number of ships in the U.S. merchant
marine has declined.
Of course, we are a small union. In the division of labor in that

union, I am the union official and the union trustee who interests him-
self in the pension and welfare regulations with a view to providing
benefits for radio-officer members.
The interest of the union is to provide the maximum benefits that

can be provided with actuarial soundness.
I will confine my testimony today to the remarks of Mr. Johnson.
It was 10 minutes before our testimony today that I was informed

that Mr. Lengyel and Mr. St. Germain would appear.
I ask leave of the committee that the record be kept open so that we

can file data in comment on the testimony of Mr. Lengyel and Mr. St.
Germain. Will that be possible?
The CHAIRMAN. Yes. How much time do you need?
Mr. STRICHARTZ. If we can get the transcript, 2 or 3 weeks.
The CHAIRMAN. It certainly would be helpful to pull this all to-

gether as soon as possible.
(The information subsequently supplied follows:)

SUPPLEMENTAL STATEMENT OF AMERICAN RADIO ASSOCIATION, AFL—CIO, WITH
RESPECT TO TESTIMONY BY ROBERT LENGYEL

Mr. Lengyel lets the cat out of the bag early in his testimony, when he refers
to his contacts with Penn Mutual Life Insurance Company as the basis for much
of his information. As Mr. Lengyel has noted on the record, he has run for office
in the American Radio Association, on more than one occasion, and has made an
issue of his interest in having outside life insurance companies—the one he con-
tinually mentions is the Penn Mutual—operate and administer the Plan. Mr.
Lengyel refers to our Plan as a so-called self-insured program. This is a mis-
nomer. The ARA Pension Plan and the ARA—PMA Pension Plan are, however,
self-administered by the Trustees of the Employers and the Union. Prior to the
pension program being established, the alternative method of utilizing the facil-
ities of life insurance companies for administration was investigated. The level
of costs and the resulting benefits that could be provided, in that manner, were
found to be less than could be provided by a self-administered plan.
Inasmuch as the phrase "self-insured" is not applied to a pension program, he

must be referring to the ARA Welfare Plan, operated on a self-administered
and self-insured basis, which provides death benefits, medical coverage and other
benefits for the covered employees. In the case of the welfare plan, our experi-
ence, after having had administration of the welfare program handled by an
insurance company (the John Hancock Life Insurance Co.) was that we could,



287

by going "self-insured", provide greater benefits to covered employees. This is
precisely what happened when the Plan went self-insured.
Mr. Lengyel next refers to the investment record of the Plan, giving percent-

ages for the years 1967, 1968 and 1969. The percentages he gives constitute not
the investment record but only the interest return of the Plan. The investment
record of a Plan does not reflect itself in the interest earnings, but rather by the
long-term appreciation of the equities held by the Plan. We have been advised by
our investment consultants that a reading of the investment record of a pension
program cannot be taken in one, two or three years of performance. However,
Mr. Lengyel either thoroughly misunderstands, or misstates, the operation of
the fund when he says that we had in common stock $1,514,315 at the start of
the year, and sold it for $1,332.382.
With respect to Mr. Lengyel's testimony as to the value of investments in

common stocks it suffices to say that the figures Quoted represent only a portion
of our portfolio and that over the long term the entire portfolio has shown a
net gain. As the Committee Members know, the stock market fluctuates, and the
market value of various equities fluctuate with it, depending on the point in time
when the reading is taken. However, these ups and downs are not important to
a pension plan which can hold stocks for the long pull.
Although, concededly, Mr. Lengyel qualifies for a substantial pension benefit

at the present time, he complains that he can have a vested interest, only if he
leaves the industry completely and never sails again as a Radio Officer on an
American ship. Otherwise he cannot vest. This is exactly correct, but there is no
cause for complaint here. The definition of "vesting" is quite clearly the reten-
tion of an interest in a pension program after one covered leaves employment
under the program. Vesting presupposes leaving the industry, as an active Radio
Officer, or as an active steel-worker, or as an active Senator, or anything else.
What is he complaining about? The important consideration is that in this re-
spect the ARA's Plan does provide venting and that we have sought to insure
that our membership receive the benefits earned and not merely a promise.
He similarly asserts that the high pension that he now qualifies for might be

decreased, because there is a requirement for 400 days of employment in the last
two years prior to retirement for that class of pension. It should be noted that
this required 400 days can include vacation days as well as up to 30 days of dis-
ability in the hospital and up to another 30 days on out-patient illness in a year.
Approximately 150 days per year of service on a Dry Cargo Vessel, and 133 days
on a Tanker, plus vacation, is all that he would need to sail per year to accrue
400 days of credit in each two years. One must be, not a normal member of the
work force of an industry, but a genuine casual to achieve less service than this.
Mr. Lengyel is correct in stating that the Union cannot promise the men that

much employment, due to the decline of the U.S. Merchant Marine, which is
beyond our control. However, as a responsible labor organization, the American
Radio Association has recently instituted a work-sharing program which will
enable all Radio Officers (other than casuals) to obtain at least the 133 to 150
days of employment each year required to retain eligibility in the highest cate-
gory of pension.
Mr. Lengyel is wrong in stating that the only real income of the Plan is the

contributions of the companies; there are also the earnings of the reserve funds,
which are considerable, and up to recently have more than covered the cost of
the benefits which have been paid by both East Coast and West Coast Plans, as
well as the reserves themselves. The record, however, should reflect the correct
contributions being paid by our Contract Companies, which is $19.42 per day
to the West Coast Plan and $12.15 per day to the East Coast Plan.

It should also be noted that our Union has been a leader in the fight to pro-
vide for funding over a specific period of time.
Mr. Lengyel states that we could make more money in a savings account. This

might be true, as to the amount of interest earned, but our investment con-
sultants assure us that we would then have no hedge against inflation in that
the value of the fund would remain constant rather than rising with the inflat-
ing economy.
In spite of the fact that the union has secured funding and sought to assure

the security of the membership by providing for vesting and preventing unwar-
ranted disqualification, Mr. Lengyel, neverthless, registers what he calls a "moral
objection" that he would stand the risk of decreasing the amount of benefit he
says lie is eligible to receive because our pension benefits are based on the rate
of wages in the last year of employment of the retiring Radio Officer. P- wiQw
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of the fact that the history of the American economy has been one of rising
wages, for many years, and that there is no immediate anticipation that wages
will decline, or that unions will negotiate wage scales downward, this would
appear to be an unfounded misgiving on Mr. Lengyel's part. In this respect, he
also cites as a complaint that the union and management trustees are not re-
quired to have investment experience. It is precisely for this reason that profes-
sional advisors are retained by the trustees who provide the necessary expertise
required for the management of pension funds.
Perhaps the fact that Mr. Lengyel has in the past been a candidate for union

office lends some insight into his motives for attempting to discredit the very
plan which has secured his retirement benefit. Mr. Lengyel states that he is
entitled to a normal A Pension, which would yield him $720 monthly. If he has
the credit he claims, it would appear that this should not be a cause for com-
plaint on his part, but for rejoicing. However, this is not the case. To search
for his reasons is not for us. We would note, however, that since the misgivings
of Mr. Lengyel in all cases seem to result from anxieties that cannot be satisfied
in a statement such as this; perhaps they result from his political aspirations
within the Union. We do not believe that Senate Hearings should become the
sounding-board for disappointed office seekers in union elections. We will not
comment further.

SUPPLEMENTAL STATEMENT WITH RESPECT TO TESTIMONY OF ALFRED
ST. GERMAIN BY AMERICAN RADIO ASSOCIATION, AFL—CI()

With respect to Mr. St. Germain, it should be noted that when he claims that
he has been working for 28 years on board vessels in the Alaska fleet, this does
not mean that all these vessels were covered employment. Mr. St. Germain states
that he was "assigned to" these vessels by the Union. This is simply not so. Our
procedure, in keeping in touch with where a man is, is to require that he obtains
a "clearance" to any jobs that he takes. These clearances are given to a man on
an "Assignment Slip". However, when a man receives a job in a non-union
company, with which the Union has no contractual relationships, the clearance
is simply a record of his whereabouts. It does not constitute an assignment to
that employment, because there is no relationship whatsoever between the com-
pany and the union, and the company would not accept assignment of anybody
from the union.
The problem in the case of Mr. St. Germain is that he did. in fact, go to work

ashore in employment that was not covered employment. As their employee, he
was working on shore-side and import vessels in the Alaska canning industry,
and. as we have stated this was not covered employment. Mr. St. Germain's state-
ment confuses two concepts; he states that he has paid his dues all of this time
but has not gotten pension credit. The Committee should be clearly aware that
pension credit is not accorded Radio Officers based on payment of dues but
simply on the basis of time of covered employment aboard vessels of covered
companies, and in the case of past service credit, their predecessor companies.
The ARA Pension Plan and the ARA—PMA Pension Plan has what is known

as a "break rule", which provides that men, who do not remain part of the con-
tinuing work force of the industry, have their past service credit cancelled after
any three year period in which they do not accrue 200 days of credit, which credit
is computed by including vacation days, and by including also certain time in
hospital and time on an out-patient basis. Mr. St. Germain was apparently in-
formed by the Secretary-Treasurer when he made a preliminary inquiry, that
he had been out of the maritime industry for five years and his past service
credits were consequently probably cancelled as a result of the operation of this
break-rule. There is no way of according Mr. St. Germain credit for work in
another industry (the Alaska canning industry), which is not part of the U.S.
flag merchant marine, and which is not now, nor ever have been covered em-
ployers participating in our pension plans.

Mr. St. Germain's complaint that he was not informed that the time
involved would not count, is simply not valid. He knew when he was
working under a union contract, and when he was not; it reflected
itself in the wages and working conditions that he enjoyed. Jobs under
union contract are clearly identifiable otherwise than in the conditions
on the job, and there was no deception involved. Mr. St. Germain,
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like all other radio officers, was continually informed of the provisions
of the ARA pension plan. They were published and circulated in 1956
at the outset of the plan, and were made available in subsequent reis-
sues. This included the provisions of the break-rule, which apparently
Mr. St. Germain feels has affected him adversely.
The CHAIRMAN. Just that last statement that men who are employed

generate money into the fund, and there is no hope, they say, of ever
getting a pension vested in their favor, would be interesting.
Mr. STRICHARTZ. I will comment on that statement. That is one of

the statements I am prepared to comment on.
The CHAIRMAN. That one I would like to clear up right away.
Is that possible?
Mr. STRICHARTZ. Without going into the charges made, it is a fact

of life of every pension plan, including the Social Security System—
my wife's sister just died at the age of 66. having contributed to the
Social Security System since it went into effect in 1937. The only thing
that was payable was death benefits of $255, I believe.
Every pension plan assumes, the actuaries advise me, that there will

be some employees who will not continue to pension age. In fact, if you
have a vested pension plan, the assumption is that there will be some
employees who will drop out even before the point they are vested.

Let's assume that you set vesting at 5 years. There will be some
employees who will drop out after 2, 3, or 41/2 years. During that
entire period contributions are made for all employees in the unit.
They are not made to a benefit account for each individual.
A pension program is a pooled affair, where all contributions are

made into a pooled fund and payments are made based on the actuarial
assumptions.
One of the assumptions is that there will be some who will die before

they oollect benefits. Another assumption is that there will be some
who sever.
The CHAIRMAN. Of the three men here, one claims that under the

actuarial assumptions he is way ahead if he quits now.
Mr. STRICHARTZ. Mr. Lengyel is so poorly informed that he doesn't

know that he could quit now and receive either a normal B pension of
• $360 a month, which we pay after 20 years of service at any age, or

he could receive an early normal A pension, which is discounted at 6
percent a year for each year that he is younger than age 52, if he has
7,200 days of service.

• So assuming that he is discounted something like 46 percent, we will
say, for the whole 8 years—although we break it down to a half per-
cent a month—he would get 52 percent of the $720 amount that he
mentioned.
A calculation tells me that is around $374 or $376. That would be

right now'.
The CHAIRMAN. Did you know that, Mr. Lengyel?
Mr. LENGYEL. Yes, sir. I knew that.
Mr. STRICHARTZ. Nobody wants Mr. Lengyel to leave, because it adds

spice to the democratic life of the union to have his opposition.
I knew Bob Lengyel before he went into the Marines and after he

came out of the Marines. And he went directly into the military serv-
ice, as it is my understanding. If I am not mistaken, he came directly
out and went back to sea.
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Therefore, credit for military service, which Rhea Johnson, for ex-
ample, is asking for, would apply to Mr. Lengyel. In the case of Mr.
Johnson—and I am prepared on that, sir—Mr. Johnson has entirelly
different circumstances.
I have prepared the bedrock facts, not the allegations. There are

some very sharp allegations that are made in the sheet that was issued
by the committee, and I am prepared with—everybody has documents,
and they are all prepared to give them—I am prepared with docu-
mentary evidence on some of these sharp statements.
I think it would make more sense and give you a more coherent pic-

ture if I went through the facts of our pension program and on Mr.
Johnson, so that you get the picture as it is and you know what you
are doing.
You are interested in legislating on facts. Bad facts you have to

legislate against. If the facts are not as represented, you still will have
to legislate in certain areas, but possibly not in those areas.
I want to say this. We are not prepared to testify at this time on

the broad objectives of the committee. But we note, for example, that
the committee is going after exactly what our union has gone after.
We have been engaged in a running battle with the steamship

companies on the question of funding since 1966, earlier than most
unions. We have been fighting for some kind of reinsurance on
past-service liability, the past-service credits that your committee
is considering a pooled Government agency to fund, which we look
very hopefully for.
We would hope, by the way, that it could be made available to all

of American industry. It is especially necessary for industries that
are in decline, either due to a lapse of Government policy in fostering
the merchant marine or to a changing technology.
There are companies that must go the way of the albatross, go the

way of the glassblower, or the buggy whip manufacturers.
Certainly the past-service liability of those plans should be funded

or, if not funded, a reinsurance of the unfunded portion should be
provided. And we would certainly welcome it.
(The following information was subsequently supplied by Mr.

Strichartz :)
As to Mr. Johnston's complaint about not being able to accrue credit, a few

historical notes on the development of the ARA Pension Program and the
ARA—PMA Pension Program: At the outset, our program required 10 years
of service in its first year, increasing a year at a time, and sealed up to requiring
15 years of service in the fifth year. This was done in order to permit immediate
retirement for those who were at the advanced age of 65 at the outset of the Plan.
However, actuarial computations were made on the basis of retirement after
a minimum of 15 years' service, and after five years this had become the require-
ment. The Rules were all established on an objective basis, not to qualify or
disqualify any one person but to provide a fair and equitable basis for qualifying
of all those who were truly active and truly part of the work force to be
covered by the program. In 1964, the Pension Program was improved in many
respects. The provision that pension credit not be earned after age 65, which
Mr. Johnson refers to, was placed into effect, in order to provide a sound basis
for the fund. The practical arrangements that were made at the time which are
referred to in the Regulation, were simply designed so that those, who at the
time of the change had at least 10 years pension credit, might have an opportunity
to continue accruing pension credit after age 65 until they had achieved 15 years
of credit, the minimum time necessary for a pension. This was designed to pro-
vide the opportunity for achieving a pension to those, then in the work force,
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who were within sight of a pension but who would lose it if these special provi-
sions were not made. No individual was in the minds of the Trustees when this
was done, but the entire group, as a category.
As to the particular facts of the case of Rhea Johnson, we might note our

objection to the circulation of the statement by the Committee staff summarizing
his statement, including many of his contentions, as if they were facts. This was
done prior to his testimony and without any opportunity of a representative of the
plan or the union to hear or comment on his contentions, although we had clearly
stated our intention to be present to testify before the Committee when he did.
We do not feel that this statement, which we understand is not being admitted
into the record, should be considered to have the status of a Committee document
and would ask that this type of approach be avoided in the future.

Mr. STRICHARTZ. With respect to Rhea Johnson, I would like to point
out that in spite of all the flamboyant alleged facts that he has given, 

ithese are the bedrock facts that we have n our files, sir.
Mr. Rhea Johnson between 1930 and 1940 worked in covered employ-

ment for the steamship companies supporting this plan a total of 7 days
in 1930 and 29 days in 1940.
I beg leave to offer the specific details for the record at the same

time we comment on the other matters.
In 1941 Mr. Johnson worked 21 days.
In 1937 Mr. Johnson joined the union. There was a mixup as to whe-

ther he was expelled. But we have the records that indicated that he
was expelled.
How this occurred, we don't know. But Mr. Johnson did not come

forward with a reinstatement card until 1957.
But let me show you what the sequence of events was.
In 1941 he took a withdrawal, and we will accept the withdrawal

card he submitted, on its face. In March, 1941, he did not—I repeat
"not"—go into the Air Force. Mr. Johnson went to work in a civil
service draft-deferred job as an instructor for the Army Air Force.
It was not until 1943 that Mr. Johnson was drafted into the Army.
In December of 1941 he shipped out for a few days—I think some-

thing like 28 days.
Counting the time from the date he last shipped out, Mr. Johnson

was 151/2 months in civilian employment ashore, not for a steamship
company. It was 151/2 months before he was drafted into the Army
Air Force.
Our rules provide• that a man must go directly into military

service 
The CHAIRMAN. Where do you get this Army record?
Mr. Johnson, were you in the U.S. Army?
Mr. JOHNSON. Sir, let me clarify that.
Mr. STRICHARTZ. Excuse me, sir. Would you like me—
Mr. JOHNSON. I have tried to clarify that for these people several

times.
The CHAIRMAN. We have you in the Air Force.
Mr. JOHNSON. That is right, Army Air Force.
What happened was I got notice of induction. When you get notice

of induction, you move, so I took a withdrawal card.
When I went to the induction station, they were short of communi-

cations instructors. And a lieutenant colonel sitting right there said,
"You can be of more value to the service, and we will defer you if you
will take a 6-month contract with the Army Air Force as an instruc-
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tor—subject to the draft as long as you accept this civil service
job"—which I did. I took it twice.
In the interim I took a ship out between the two contracts and I

went direct from the civil service instructor's job directly into thp
Army Air Force as a second lieutenant.
But there is no savings clauses in here, and the main objective

purpose of this original plan was, if you were inducted into the
service—and I certainly was given notice of induction. Now he is
trying to say that I worked—or they all tried to say that I worked
for another outfit that was not covered by union contract.
This is true. Civil service is not.
And he alludes to prior World War II. There was very few

steamship companies that were covered by any covered employment,
because there was no pension plan.
But these union officials that are sitting here give themselves credit

back to 1925 for all noncovered employment, but they want to deny us,
the rank and file, the same privilege. This is my objection.
They are the ones that make the pension and welfare-fund plans.

I can go through the thing methodically and show you.
Mr. STRICHARTZ. Am I to be permitted to finish my statement? I was

interrupted, sir.
The CHAIRMAN. I just wanted to get one fact clear.
It was the U.S. Army Air Force?
Mr. JOHNSON. Yes.
Mr. STRICHARTZ. Now, our rules provide a man coverage for all days

of required military service directly subsequent to employment by a
participating company, provided he makes application to register for
covered employment not more than 120 days after discharge and
inspection.
Your committee has three rules.
The situation with respect to this claim for military service is

simply that there was a 151/2-month gap between the last time he
worked and his induction into the Army Air Force, and intervening
employment was not in covered employment, but in a civil service
draft-defered job.

Senator JAVITS. Do you deny that it was patriotic employment?
Mr. STRICHARTZ. No, sir.
Senator JAVITS. You do not?
Mr. STRICHARTZ. I do not.
The next we heard of Mr. Johnson—he makes all kinds of allega-

tions of having contacted us. Having had 64 days of prewar service
aboard covered employment aboard ships of predecessor companies—
there were not a few, but a large list of predecessor companies—Mr.
Johnson then—the next time we heard of him he was on a union con-
tract ship. He left it without making any effort to join the union or
pay any dues in 1953. He worked 11 days in covered employment. He
apparently got himself shipped out of Tampa. As I said, he left the
job without joining the union. Again in 1954 he worked 86 days in
covered employment and again left without joining the union. He
makes many allegations. I will not refer to his allegations. I will just
tell you what we have in our records.
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Late in 1955 the union promulgated in advance the information
about the pension plan that was being set up. We put this on the air
in our union press broadcast and anybody can copy it who knows
Morse code and that is anybody who is a radio officer. We put it in our
publications. We notified people that there would be military service
credit and past service credit. We posted copies in our union halls. It
was general knowledge.
Now, in setting up the plan—this is what is important, in setting up

the plan it was necessary to make actuarial studies of what could be
done with the money available. It is customary to provide some type
of past service credit for existing employees. There had been tens of

• thousands of radio officers with service during World War II and prior
to that—we went back to 1925 in past service credit and that is longer
than any other plan. In setting this plan up we had to have the actuary
evaluate how much time we were liable for and this was done for the
existing work force. We could not have covered the tens of thou-
sands—understand that there were something like 1,100 men in this
group—we could not have covered the tens of thousands. There
wouldn't have been enough money. We would have to have had a pen-
sion benefit of $1 a month.
Early in 1956 we promulgated this information and then we heard

for the first time from Mr. Johnson. His first letter of March 8, 1956,
asks for reinstatement. We responded to him that our records indicated
that he had been expelled and he would have to come back as a new
member. It was not until March 1957 that he, not we found, his with-
drawal card—and this is where your committee summary is defective.
I assume it is based on what Mr. Johnson told you.
At the end, the summary says "the union's activities are questionable

in claiming never to have received Johnson's withdrawal application
and then to have 'found' an application dated at the end of the period
required to earn prior service credits."
It was not we who found it. We have a letter here from Mr. Rhea

Johnson in 1957, after he got off—he says "I left the Santa Clara
Victory in New Orleans" and he left that ship on March 7, 1957. We
have a letter saying "Reference to your letter dated January 8, 1957,

• please find enclosed a photostatic copy of my withdrawal card from
ARA which clearly shows I was in good standing at the time."
We received this in March 1957—now, he had left the ship on March

7. On March 13, he had already written a letter and Mr. Bernard L.•
Smith, the secretary-treasurer, responds, "You came forward with
the withdrawal card and we will honor it and we hope this clears the
thing up and we will reinstate you retroactive to the first of the year."
Senator JAVITS. That doesn't change the facts, does it? In other

words, the fact that he discovered it later doesn't change the substan-
tive fact that he was not a member who was disqualified when you told
him he was. Is that his fault?
Mr. STRICHARTZ. But he never came forward, sir.
Senator JAvrrs. He doesn't have to come forward if it was a fact.

Suppose he never came forward?
Mr. STRICHARTZ. It was a fact that he was on withdrawal, sir. He did

not invoke the rights of a withdrawal member to be reinstated until
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1956 and he didn't come forward with any indication that there was
such a document until 1957.

Senator JAVITS. That is your 
Mr. STRICHARTZ. Excuse me, sir, but he alleges he found this and

had it in 1956 and we have a statement from him to this effect.
Senator JAVITS. With all due respect, sir, the question is what are

the substantive facts? The fact is that he was a member entitled to
what he was asking for. That is the substance. When it was dis-
covered doesn't invalidate it.
Mr. STRICHARTZ. He never called this to our attention. I say, sir,

that Mr. Johnson's self-serving statements that he tried from 1951
to 1956 to return to the union and to the industry are not correct. I
say that the people he quotes—one of them is dead, but prior to his
demise he denied it. He was present at meetings at which this was
discussed. I say, sir, that he—that the union became a national union
and consolidated as a national union in 1946. He took a withdrawal
from one of the locals of a predecessor organization of the ARA in
1941 and the records of that local were not available.
(The following information was subsequently supplied by Mr.

Strichartz :)
Mr. Johnson was also less than candid with the Committee with respect to his

withdrawal card from the Union. Correspondence which we are entering into the
record (submitted herewith), shows that Mr. Johnson himself does not claim
therein that he came forward with his withdrawal card in the 1951 to 1956
period that he now alleges he did. The fact is that this correspondence states
that his mother found the withdrawal card in 1956, but that he nevertheless
did not present it until 1957, the first time that the Union had any awareness
of its existence. Mr. Johnson did not withdraw from the American Radio
Association in 1941, but from a local of a predecessor organization. The ARA
was willing at the time (1951-1957) to recognize withdrawal cards from these
predecessor organizations, but did not have the records of all of the locals. It is
only reasonable to assume that a man who has a withdrawal card in 1956
will not wait one year to come forward and present it for reinstatement.
Nevertheless, one substantive fact should be kept in mind, and that is that

a withdrawal card does not mean that one continues as a member of the Union,
but simply that one may come forward at some future date, present the with-
drawal card and take the affirmative steps that are required for becoming rein-
stated in the Union. This Mr. Johnson did not do, despite all his self-serving
claims. There was no record of his having made any effort to rejoin the Union
until early in 1956, when he commenced the correspondence that was finally
concluded when he presented the withdrawal card in 1957, and was immediately
reinstated.
There are literally hundreds and thousands of former Radio Officers who have

such withdrawal cards, and at the time when Mr. Johnson was seeking to return
to the Union we were recognizing any and all of these, but the affirmative step
of presenting the card had to be taken by the person desiring reinstatement.
This step Mr. Johnson did not take until 1957, after the Pension Plan had
been established. The important point is that a member need only have been
engaged in covered employment for 200 days during the period 1/1/51-6/30/56
to have prevented a break with respect to his prior service. During this period
where Radio Officers were in demand because of the Korean War an alleged
dispute over a withdrawal card was most certainly not the circumstance which
prevented Mr. Johnson from accruing the necessary time. It seems abundantly
clear that Mr. Johnson's inability to qualify for a pension does not lie with
any abuses or defects which is the subject of this hearing, but rather, from his
own lack of initiative.
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Dear Jim:

ea)A

Apl 20, 64

Long time no see lon time no hear!

Just back from a trip and have put in for my
retirement and am having some trouble with Bronstein.
He says that I do not have the required time from Jan 1,
1951 to Jun 30 1956. This is quite true, but as. you
remember there was a reason fcr it.

You remember in Leo 1951 I was released to inactive

duty from the Air Force. In 1953 (Feb) I applied thru your.

Office for re-instatement into the Union. I could not find
my :withdrawal card at the time and Smitty left me hanging on

the hook until 1956 w e mv Mother found my withdrawal card

in some old recor s and forv,araTu—mt to MB.

In the meantime, 1953 I got the Beaver State here

in Tampa and reported same to you upon arriv:,.1 at New Orleans,

I road her to Jalveston and Ted asked me relinquish the job
and that he and you both would do all you could to get me
back into the Union. Funny thing, if I'd sit back and said
no sir, you guys are not re-admiting me fast enough into the

Union and so keep this damn permanent job"., then I'd
have been a "phoney" and "Fink" and everything in the book.
Because I got offlI only have 110 working days in covered
employment durning 1951 to 1956. The same thing happened
at Norfolk, in 1954 I got the "Burco Trader" here in Tampa
when we got back to Norfolk from Europe, Joe Rubin asked
me to respect the Union hiring hall. I did, I got off and
now I am being penalized for it. Some outfit?

have not been feeling too,well Jim and am hone
on a trip off the SS Garden State and so put in fcr retirement
and get this jolt. Please write Bronstein and Smitty for me
will you? Axe you on the Air? if so when and What frequencies?

cc Floyd Eepting

731 /3/

stil(' "A'7'1•L--
///(YY
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-
5100 South Westshere Blvd.,

Tampa 11, Florida

Mr. Bernard L. Smith
Secretary-Treasurer
American Radio Association

Dear Brother Smith:

Reference .your letter to me dated January 9th 1957.
please find enclosed a photostatic copy of jr withdrawal
Card from the•ACii which clearly sfiewsI was in rood
.SIVIUTng at the time. If necessary, I still hair my
union book which indicates that all dues and strike
assessments ets were paid up at the time this withdrawal
was issued.

In view of the above, I cannot reconcile the old recorde .
reflectinr that I was expelled from the union for non-
pu.yment of dues and I sincerely hope that the records
will be corrected accordingly.

E3/7 6-73
I loft the S/S Santa Clara VictoryAin Scvi Orleans,
informed Brother Crowney and am nc0 awaiting for another
assignment.

am sending Brother Crowney (spelling sorry, Crowny)
a copy of the above mentioned photo-stat.

. Yours Sincerely,

Rhea 3. JoIllson

/2/ /
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ABA PENS ION PLAN

ARA -PMA PENS ION FUND

270 Madison Avenue - New York, New York 10016 - MU5-2142

February 28, 1968

Rhea S. Johnson
5100 South Westshore Blvd.
Tampa 11, Fla.

Dear Mr. Johnson:

In accordance with the instructions of the Trustees,

we have completed processing of your request for certifica-

tion of pension credits, and are returning documentation

submitted by you, herewith.

Our calculations show that you have a total of 33

quarters credit and/o 1879 days through December 31, 1966.

This letter may be used as basis for claiming credit

through December 31, 1966, if and when you desire to retire

or in claiming any other benefit provided by the Pension Regu-

lations, such as vesting, survivors benefits, etc.

A copy of the Plan rules is attached. These regulations

must be complied with, to prott your past service credi

Very truly your.'

J. 44 Bronstein
Administrator

Enc.
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Name

ARA PENSION PLAN

ARA-PMA. PENSION PLAN

SUMMARY AND.CA1,WLATION SHEET

L.-Ha-is 0+1

Date of Birth

Work Record Summary:

Soc.Sec.No.

Age at time of Pension__ = —  

193D

EAST WEST
Code 

-7

OTHER*
Days

it
ats.

--- 19

EAST
Day!.
r--.---

1 WEST Iii
gLs. 111,2y1 Qts. 

II II
dCodeIp±yslats.r.

OTHER..

. I ji__
lyi.
'7

91A,pAy!. Is.

19 3/
.

-‘ -- I 19
if .

' L L
193a. — 19 i

.
1
I
,,_..if

L fi
193- - 3 19 ,
193— Y 19 il it
l936 7 1. L._19

J.9

Ii 4 • .
i
-

...., .
,,, •

1.
'

-IF
II

19% 3
1937 . 19 •

li

-119-3?
_:7.e

,L 34-...-(v: 19
r____

,
19 37 -7 91 19 a-— . • I!
19* Alt -- 7 ,-1/ AL 19

IL19.J
19

k9— 19 .

lj' 19
19 19 1---- il
19

1991 19 11
19 19 I

--,-

19 19 JL__
19 19 L1:

......t.._
19 19 II
19 19 L_ iIII19 19 i
19 19 I .

19 19 ,,,
19 194FAIN - I!. _.

* Explanation

fOTAL Q TERS aPS

to Code OTHER Coverage TOTAL QUARTERS CREDIT
1. Vacation Time Chargeable to ARA Plan East West Other
2, Vacatton Time Chargeable to ARA-PMA Plan
3. Time In-Hospital Chargeable to ARA Plan
4. Unfit Periods Chargeable to ARA Plan Allocation
5. Time In-Hospital Chargeable to ARA-PMA Plan Other Qts.
6. Unfit Periods Chargeable to ARA-PMA Plan
7. Co's. other than those listed - Appendix A TOTALS
8. Creditable Time in Military Service
9. Time Spent as Union Official Equal to Years Credit
10. Miscellaneous - Explain

'MONTHLY PENSION - Total $   -ARA $ _ $
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•

ABA PENSION PLAN

ARA-PMA PENSION PLAN

SUMMARY AND CALCULATION SHEET

Name

Date of Birth /, .1,46-

Soc.Sec.No.

Age at time of Pension

• Work Record Summary: - 7

..
19.1

EAST WEST
Code

OTHER*
gls.

/ I EAST

IlleNs
19 i

i

21_L.

WEST

L.PAZILL

1

I

'Code!1,Laa

— OTHER*

2122a s
1,

211, 121y1 2LE,
,-,

11,912
i

1 I 1
19 11EIMMINII=1111MINIM 19 ' 1 I
19 L IMM/111111MMI11111111:111111111117111111111
19 ,rimmenimsnitemin
19 10111111111111111111111 1111I1

.
0,

19

19
19 Awn=
19',,NEINKR

_ , 19
,.-
1

I19
----, , ---,I--

19 maw ent 19 11---

19 ,mgmi ME NE
19 ,pm= NO No
19 ,1=mu NM
19 ., MEIN 11111=111111MIUM
19 /TM= I .-4 11•111110111M111111111

19 mumps Einualmismummom
19 ./ 111==1111111EIMM11111111 IMA
19 , s
E

11111
19 MIIIIMMISIMIKIIIIM11•11 Man
19 MIMI 1111111111.111MIIMIIIMIIIIIIMMIIIIIIIIIIIEIMIIIII i

19 MM. 11111111111101111=111111 111111111111

19 NE 1111•11•111•111111111111•111 —NMI
19 MIMI 1=11M11111111=1111. MI
19 MIMI 1111101•111111111KM
19 !MEMNON11:111111111111•1 RIM

19 1111111=111111111111•1111111•11 NM

19 NM 11111111111111111=1111,1 NEM
2.4

TOTAL QUARTERS -

* Explanation to Code OTHER Coverage 10TAL aUARTERS CREDIT

1. Vacation Time Chargeable to ABA Plan East '!Vest Other

2. Vacation Time Chargeable to ARA-PMA Plan

3. Time In-Hospital Chargeable to ABA Plan

4. Unfit Periods Chargeable to ARA Plan Allocation

5. Time In-Hospital Chargeable to ARA-PMA Plan Other Qts.

6. Unfit Periods Chargeable to ARA-PMA Plan

7. Co's. other than those listed - Appendix A TOTALS

8. Creditable Time in Military Service

9. Time Spent as Union Official Equal to Years Credit

10. Miscellaneous - Explain

MONTHLY PENSION - Total $ -ABA $ -ARA-PMA $

4\ 

'1—/iifiseli/t)

(0;1. 4o-/
_ ieet3

G
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ARA PENSION PLAN

• ARA-PHA ENS ION PLAN

270 Madison Ave., New York, N. Y. 10016

APPLICATION FOR CERTIFICATION OF PENSION CREDITS

INSTRUCTIONS: Fill out and submit to Pension Plan Office .with support-
ing proof: all documents supporting claim for pension credit. Evi-
dence of date of birth must be included with application (birth certi-
ficate, baptismal report, naturalization papers, military service
record, early school records, are examples of such proof). All docu-
ments will be returned when the certification process is complete.

Name

PLEASE TYPE OR PRINT ALL DATA.

RHEA SMITHSON JOHNSON 5100 SouthVestshore Blvd., Tampa 11, Florida

Social Security No. Z. No.  154-719 D1

5100 South iiestshore Bawd., Tampa 11, FloridaHome Address 

4 $ep
Date of birth 4V7Date First Sailed as Radio Officer  Apl 29, 1930

01 } (.'/(

SERVICE IN'ARMED FORCES OF THE UNITED STATES
(Attach photostat of discharge)

Branch of Service
USAF 31 Mar 43 9 Dec 1951 Date Began Date Ended 

I hereby apply for certification Of the pension credits due me based
upon information and qualifying time set forth. I certify that the
foregoing information onreverse_hereof or any .attachments hereto is
true and correct and I. agree that if I have misrepresented the facts,
the Pension Plan -Trustees are free, to declare me. ineligible to receive

1pension benefits. RHEAJONSGN
5100a

/7
Signature  /(a_. e „y  Date. 

26 February 1967
4

xxxxxxxxxxx
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INSTRUCTIONS: Follow carefully, as applications WILL BE RETURNED for
re-filing if not filled out in accordance with instructions.

1. Make no entries in the 2 right hand columns marked "For Plan Use
Only."

2. Separate time by individual calendar years. Start each year on
Jan. 1 or your first date of employment, end it on Dec. 31 or last
date of employment. SKIP A LINE BETWEEN CALENDAR YEARS.

EXAMPLE: if you were on a ship from Nov.15,• 1958 to Mar.15, 1959,
enter Nov.15-Dec.31 under' 1958, then SKIP A. LINE and enter
Jan.1-Mar.15, under 1959.

3. Enter no period unless you were paid for every day of it:
EXAMPLE: if you were on a ship all during a year except for a

personal leave of the first ten days in July, enter Jan.1-June 30
and July 11-Dec.31, for that year.

4. Attach proof of service for credit being claimed, such as Coast
Guard Discharges, Discharge Book, Pay Vouchers, FCC Licenses, let-
ters on company stationery signed by a company official, etc.

QUALIFYING TIME FOR PLAN
USE ONLY

C OMP A NY SHIP
DATE ON DATE OFF
PAYROLL PAYROLL DAYS 1/4s

Inland Steel
Western SS Co
42.??

8S Harry Croft
SS Western StAtos
SS Mntthint

05 Apl 30
,5May 30
rio• Yny :v)..23...21117.

5 May 3
l2May., 30

6

ri
7

I.*
Atlas Broters M/V Harriet 1 June 30 25 Sep 3'
James Adams M/S Viralance 10 Nov 30 16 Jan 31 .6g _
'Johnson Fish Co M/V Barracuda 25 Apl 32 27 Oct 32 /S'6if n n 1 Nov 34 3 Jan 35 6,7,
Joe sphine llartfo Vs vamaria B "Feb ZS 6o Eel) 35 z_y.
?? M/V Balmy Days 12 Mar 35 13 Apl 35 3.)

Juhnstr-Ri-sh-etr----1171V-BAita a a. 10M,J 35 0 Auz, -._Strachan SS Co., as Georgian 17 Oct 35 2 Apl 36 ./y
*outh Atlantic SS ShicRshinny 4 Maz.36 13 Jul 36 "7/

II 11

ft"

SS Fluor Spar
SS Tulsa

4 Mar 37
16 Jun 37

25 Apl 37
24 Jul 37 3.?

RbebBRI1X-Namors
Texas Co

66 Dorchester
SS New Jersey

3 Aug 37
30 Oct 37

6 Sep 37,
10 Nov 38 17

---SS--etT-1-it'orrri-n----- A. Ncu7-3-0---15
--a---e

ft ft
Mar- og

20 Apl 39
/ . r•
19S New York 2 Al 39

42 Starling 21 Jul 39 19 Aur • ,1
(Oil Co) ??? M S Aztec 27 Mar 40 17 Apl 40 ?
Gulf Oil Co S/S Mobilgas 9 May 40 12 Jul 40
standard 01.1. ??? b5- -1701:.31: 2 :),:ip 4J 25 Sop 41
Lykes Brothers SS Chester Valley 10 Oct 40 7 Nov 40 >'
City ServiceSharon 20/ov 40 8 DecStandard Fruit Co S/S Ceiba 21 Nov 41 18 Doc 41
(Note: As more space will be needed, attach extra sheets in same format.

Extra sheets availahle,at all Port Officer' or by. mail request.)
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ARA- PMA Pension Plan
APPLICAT IOU FOR CERTIFICATION OF PENSION CREDITS

(Continued)

Ship Date on
Payroll Days

Date off

Fish Company Fla Mary Ann 8 May 52 18 Apl 53-
States Marine SS Beaver State 19 Apl 53 29 Ap1,53
A. L. Brubank SS Buroo Trader 100ot 54 3 Jan 55. 6
L.-fraser  M/'(,r,-Romana -27-May-515- 15-3un-55-
MerrItr-Chap-50-ot-t--M/V-9able- .23-Jun-55 --13-Jul-55

-Fish-Gompany-Pla---407.-Mary-Ann 21-Jul-55 24-Pet-58-
.Fraeev-8S-Co., MA--Iawis-Fraser 25-Feb-58 '7-Jun-56
FlAmerican Oil SS R. F. McConnell 18Jun 56 :15 Aug 55616/
-Merrit-Chap-Seett M/V Cable ---23-Aug-56 14-5ep-58
Frasez-85-0o: .54-EvangIine -24--Sc-b- 55 AS-Baa-56--

%Pope & Talbott $S Santa Clara Vie lian,, 57 7 Mar 57,i-
PPrudential SS Co • Fordham Vie 22 Mar 57 27 May
'Lykes SS Co. • Sue Lykes -- ,/,,;1 Jan 58 ;:15-Mar
1;.Anserioan Oil • Amoco New York 20 Apl 58 . 24 May
Lykes $S Co • James Lykes 4 Nov 58 6 Jan
Tracy Coal Co 4? Jan
Keystone $S Co Jun
Peninsular S5 Co Nov
Keystorn SS Co Mar
Central Gulf SS Aug
Gulf Coast• Jan
Lykes SS Co Apl
American Foreign Jul
Bulk Transport Dec
Central Gulf Jul
Lykes Bro S3 Co Dec
States Marine Aug

I, n Feb
Lykes SS Co Feb
Battery SS Co Dec
Lykes SS Co Feb

)-1

Michael Tracy 16 Jan 59
Gaines Mill 12 Apl 59
Valley Forge 29 Jul 59
Murfreesboro 7 Mar 60
Greon Island 30 May 60
Martha Mao 2 Dec 60
Aimee Lykes 9 Feb 61
American Starling 5May61
Cottonwood Creek 31Aua61
Green Point 9 Mar 62
James Lykes 5 Oct 62
Garden State 8 Apl 63
Garden State 2 Nov 63
Howell Lykes 9 Oct 64
Glory of the Sea 30Sep65
Jean Lykes 9 May 66

/1.../(/?(LTr

57:1 (.7
58 /4 7- •
5825
5964

23 59
18 59 3S"
9 59 /a/
17 60 )/
22 60 -zc
16 601/6 (anaignod by ARA)
14 61
10 6l,7
12 61
7 62 /2.1
14 62 7/
10 63)2.5-
13 64)0(i
4 651/?
19 65
18 67 Z 06

V-6

1y.)

7

Notes Photostats of Draft Cards, Induction Notices, orders for active
Military Duty have been furnished the Administrator of the Pension Plan:
Any additional information will be furnished upon request.

4
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Mr. STRIcHARTz. The important thing about this is that even if he
had been reinstated Mr. Johnson would not be entitled to the big hunk
of credits he is looking for. He is looking for pension credit based on
his military service and he did not go directly into military service and
he did not come back directly from military service. All we have is the
series of vehement protestations that Mr. Johnson makes, and he may
well be convinced after saying this often enongh that this is so.
But I point out that during the qualifying period Mr. Johnson didn't

work in covered employment except for two short periods in 1953 and
1954, and then he failed to join the union—each time he left without
being heard from.
I would like to point out something further, Senator. That is that

the period Mr. Johnson alleges we did not let him come back in was
precisely the one period in our existence when we were desperate for
manpower. It was the Korean war period when vessels were being de-
layed for lack of radio officers, when the president of our union was on
the air with Admiral Cochrane in spot announcements around the
country sponsored by the Maritime Commission asking former radio
officers to return to man the ships. It was the period when we were
advertising in newspapers and we were desperate for men. He could
have come back and worked and we would have grabbed him with both
hands. In fact, when he finally did come he came back during the Suez
crisis and we got him out.
The point about the thing is that irrespective of anything else, Mr.

Johnson did not attempt to work as a radio officer. While he gives an
impressive number of days, the days that he cites include a large
amount of time not in covered employment or time not in employment
with predecessor companies but on fishing vessels, on nonunion com-
panies, on unorganized companies. It is not true that military service
is being denied to people. We have had applications from 45 radio
officers for military service. It has been granted to 27 of them. Nine of
these 27 are out on pension. The other 18 are certified for pension. It is
simply not true that the statements that Mr. Johnson makes have any
validity.
This is not a plan designed to avoid making payments. It is a plan

to make payments.
Now, I would like to point out something else, sir. Mr. Johnson's

shipping record is such that even if everything he said is true, had he
been a regular employee, a continuous radio officer, he would today
have accrued 161/2 to 17 years of service time toward pension credit,
certainly by his 65th birthday next year, after which a pension credit
may not be accrued, and be eligible for something like $250 a month
pension.
Senator JAVITS. Sir, may I just note for the record that this com-

mittee is not here to try cases between pension payers and pension
receivers. We are trying to learn all we can from case histories. One
thing is very clear and that is that the provision of S. 2, my bill, which
would issue a certificate indicating the vesting of a pension right, if
done in this case and filed with a pension commission, would cer-
tainly have avoided these tremendous disputations of fact which are
raised on both sides.
Mr. 'STRICHARTZ. I would like to say with respect to our plan, sir,

that your committee has been interested in what proportion of those
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who are covered in employment and who leave the industry receive pen-
sions. I had the following prepared.
Our plan began in 1956. It covers roughly a thousand men. Leave

out the first 5 years because there were very few people who retired
on pension in that period. But in the 10-year period from 1962 to
1971—and actually it is a 91/2-year period-333 radio officers withdrew
from covered employment; 271 of them withdrew with pensions. There
are now 294 on pension. Some of them had retired earlier.
Now, 39 were expelled for nonpayment of dues. These were men

with a negligible amount of time because anybody with any amount of
time certainly sees to it that he stays at least until he can vest his
pension.
Our pension plan provides for vesting after 15 years. This is not

15 years calculated at 365 days. This is 15 years calculated at 50 days
per 'quarter or 200 days per year, and that includes vacation time.
Right now a man sailing on a freighter for 150 days a year gets Et

year's credit, four quarters, including his 50 days of vacation, approx-
imately. He gets a year of credit.
We do not break service lightly. To avoid a 'break in service all

that we require is 200 days in each 3 years. That is 200 days calculated
similarly; a man has only to get roughly 50 to 60 days a year, with
his vacation, and there is no break in service. All of his past service
credit is calculated in the same manner. The problem is the same no
matter 'what rule you make—and we think we have the most lenient
rule with respect to break in service; certainly 200 days in 2 years,
including vacation which means roughly 150 days of shipboard time
or 160 or 165—under the old vacation schedule—certainly t'here is
not another industry in America that provides continuity for casuals
earning as little credited time.
Senator JAVITS. IS it a fact that he must work every year for the

period you say and that if he misses in his 14th year he gets nothing at
all?
Mr. STRICHARTZ. No, sir. At the end of each year you look back 3

years and if he has 200 days of credit time—and this includes not only
work aboard vessels and vacation, but it includes as much as 30 days
disability in hospital and an additional 30 days disability on under out-
patient care. If he has that 200-day showing in any 3 years he does not
break.
Now, with respect to Mr. St. Germain, we are not prepared to com-

ment but I know Al St. Germain for many years and it is hard to be-
lieve that his situation is as desperate as he says.
We will take a look at his situation and see what the facts are in

the case. But if in any 3-year period after 1956 a man failed to accrue
200 days credit he broke after 1961, when we established vesting, once
a man has achieved a vested position of 15 years—after 1961 there
was no break, nohow. In short you did not have to continue to meet
even this lenient 200 day requirement—you do not have to earn this
time. After 1961, you are vested when you have 15 years.
Now, with respect to the comment of Mr. Lengyel that in order to

vest he has to cease being a radio officer, this is the definition of vest-
ings.
When you cease work in an industry, your rights to a pension under

it are vested.
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Senator JAvrrs. I was interested in what you lost if the service is
broken during the 15 years.
Mr. STRICHARTZ. In any one year you do not lose it. But if at the

end of any 3-year period—and it is a rolling 3 years. If a man at the
end of 1968 didn't have 3 years in 1966, 1967, and 1968 he loses past
service credit unless he has achieved more than 15 years, in which case
he is vested.

Senator JAVITS. In other words, you are giving us the point at which
his service breaks.
Mr. STRICHARTZ. We would welcome anything that is done legisla-

tively to apply vesting earlier, to apply portability. We have made an
effort to achieve portability with the other union in our field. It is a
smaller union. We have taken the initiative and as of this time it hasn't
been done. But anything that is done legislatively for portability
within industry or for portability throughout all of American industry,
we would certainly welcome that. We are not here to quarrel on this
thing.
With respect to the military pension, as I said, 45 applied and .28

were granted military service. Nobody was granted .military service
who spent 151/2 months between the time they last shipped out and the
time they went into the Army and then spent 10 or 12 years between the
time they got out of the Army and—no, not 10 or 12 years. In the case
of Mr. Johnson it was about 5 years before an effort was made to re-
join.
I repeat that any statement I have made can be substantiated. Some

of it is history, the history of the Korean war shortage and the history
of the shortage of radio officers during the Suez period. It is all history.
Mr. Johnson had only to come forward and say "I want to ship

anyhow." A nonmember receives as much pension credit for covered
employment as a member. We don't send people aboard ships to cadge
dues from them or anything like that. If they come forward and
want to become a responsible part of our union we welcome them.
When Mr. Johnson finally came forward and said "Hey, I am

on withdrawal and here is my withdrawal card," we said, "Welcome
back." But even before that, sir, we got him out in 1956, a full year
before that. Yet Mr. Johnson didn't continue shipping. He hasn't

• shipped much in the whole subsequent period. He has something in
the neighborhood of 10 years of total shipboard time. Although the
figure he gives you for the contributions at this time are high, the

• $12.10, I believe it was, the fact is that most of the time that he cites
the contributions were in the neighborhood of $1 or $1.50 or $2 or $3.
I would say that what Mr. Johnson is asking, in asking for a pension,
is that we put aside in our reserve—and we have a pensioner's re-
serve—that we put aside something like $60,000 to $75,000 in pension
reserve to provide him with a pension of 84,200 a year based on the
fact that he worked in covered employment for something under 2,000
days and based on the fact that during those 2,000 days we may have
gotten $4,000 in the pension reserve.
(The following information was subsequently supplied for the

record by Mr. Strichartz :)
Mr. Johnson alleges a great many more days of shipboard time than he has

put forward in his application (copies of which are submitted herewith). In
point of fact, no pension program of any industry covers the work that is done
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just anywhere and everywhere in an industry, but covers only work done for
companies covered by the program, or predecessor companies. In the case of the
ARA Pension Plan and the ARA—PMA pension, there are a considerable number
of such companies. Mr. Johnson's employment time for companies that were
covered !companies or predecessor companies, is considerably less than he
claims. This is because he is adding the days of employment with companies
who were and are in no way related to the industry pension program. No
Industry sets up a pension program designed to cover anybody who just worked
anywhere. It provides benefits for covered employees. In according past service
credits the employers and Unions make certain provisions that relate to time
prior to the establishment of the pension program. But in no event does an
employer make provision to pick up the pension liabilities of other employers
who neither participate in the plan, and who never subsequently commence such
participation. If as a result of Mr. Johnson's attempt at confusing the facts, we
were to give a pension to a man who has not qualified for one, the money for
It would have to come from somewhere; it would have to come from the reserves
available for payment of benefits to men who had worked in covered employ-
ment, resulting in a diminution of their benefits.

It should also be noted that Mr. Johnson is less than candid in his response
to the Chairman's question "During the period when you wanted to be a radio
operator, 1951 to 1956, were you working at your trade elsewhere?". His answer
is not responsive, but he attempts to give the impression that he was only "fish-
ing." The fact is that Mr. Johnson's shipping in that period included employment
as Radio Officer, on two ARA contract vessels. Had he so desired, during that
period of extreme Radio Officer shortage, he would have had substantially full
employment offered him.
The last point which should be cleared up is with respect to Mr. Johnson's

erroneous statement that the Union Officials contributed nothing to the Plan
"except What we give them." The fact is that contributions are made by the
Union as a contributing employer in the same manner, and to the same extent
that the contributions by the covered steamship companies are made.
Mr. STRICHARTZ. Now, we can take that $60,000 to $75,000 and give

it to him but if we do we are going to have to take it from some-
body else, possibly from Mr. Lengyel. We didn't tailor this plan to
take it or give it. It is based on actuarial computations, competent
actuarial consultation. Incidentally, I am not at all competent in the
field of investing but we feel that if we are to get anywhere on legisla-
tion the committee should take cognizance—nobody can object to a
political candidate—it should take cognizance of the fact that some
people would use these hearings as a sounding board for their internal
Union political objectives.
Now, I have a couple of other facts that I would like to point out

to you, sir, and they are pertinent. That is that Mr. Johnson has not
been before this forum alone. Mr. Johnson has been considered by the
trustees on about four reviews. Mr. Johnson contacted the New York
State Banking Department which has jurisdiction over our plan. They
reviewed our plan in 1966 and any merits that Mr. Johnson's case
may have had were not seen by the banking department. He then
went to the U.S. Labor Department, Office of Veterans' Reemploy-
ment Rights, in Atlanta, Ga. They intervened. We went through the
wringer again. We provided all the facts. One reason we are well pre-
pared today is that Mr. Johnson is a perennial letterwriter and seeks
all these forums and we must meet him before these forums and give
this information.
In 1968 he asked our Baltimore agent to intervene. In 1967 he asked

our New Orleans port agent to intervene. On each of these occasions
a review was made; there was another time—the Washington AFL—
CIO Maritime Committee was asked in 1969 to intervene. In 1969 he
also requested the U.S. Secretary of Labor to intervene against our

V.
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plan. It was all so that he could get a pension. I think it is significant,
for you to note, gentlemen, that he got back in 1957, and lo and be-
hold, on September 25, 1957 he sent a letter asking "What additional
time is required before I am eligible for same," pension.
If you are interested in the details of our plan, of our funding, we

would be glad to supply them. I am ready to answer questions.
The CHAIRMAN. We have to go to the Senate floor. We would ap-

preciate it if you will submit anything you want to submit and we will
have it for our committee study.
Mr. STRICHARTZ. Do you want me back this afternoon, Mr. Chair-

man?
The CHAIRMAN. No.
Senator JAVITS. The witness asked for 3 weeks so we had better be

sure that the record will be kept open for that long. Shall we give
him 2 weeks?
The CHAIRMAN. Would 2 weeks be adequate?
Mr. STRICHARTZ. Two weeks from the time I get the transcript. I

assume that will be in 2 or 3 days.
The CHAIRMAN. We will reconvene at 2 o'clock with the other wit-

nesses that were scheduled. We have to carry over two from this
morning.
Thank you very much.
(Whereupon, at 12 :15 p.m., the hearing was recessed, to reconvene

at 2 p.m., this same day.)

AFTERNOON SESSION

The CHAIRMAN. We would like to go a little out of the announced
order on this afternoon's hearings. William Blair and Samuel Fred-
erick may make their statement now.
We are asking again for the cooperation of Mr. and Mrs. Bernard

Russ and hope that their schedule will permit this change of order.
Gentlemen, we are pleased to have you appear before the committee

and help us in our studies. Who would like to proceed first?
Senator SCHWEIKER. Mr. Chairman, I appreciate your calling Mr.

Blair and Mr. Frederick out of order so that we can hear from our
Pennsylvania constituents. I think that in telling their story these
two men will represent the sad tragedy of the pension system in the
United States. I think this is a sad commentary on our times. I will
let them tell their story, but I think it is typical and shows the rele-
vancy of the hearings.
The CHAIRMAN. Thank you, Senator Schweiker.

STATEMENTS OF WILLIAM BLAIR AND SAMUEL FREDERICK, OF
BEAVER FALLS, PA., FORMER EMPLOYEES OF INGRAM-RICHARD-
SON MANUFACTURING CO.

Mr. FREDERICK. In the first place I went to work for the Ingram-
Richardson Co. on June 6, 1909. I worked for this firm for 51 years
and 8 months. The company was sold out to the Park Electrochemical
Co. in 1967. They operated the plant for a couple of years and then
proceeded to liquidate the company. They junked the equipment and
sold the buildings, as I understand.
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Our pension which, according to the article of agreement of the
sale—the Park Electrochemical Co. was to assume responsibility for
the pension and the retirement insurance, which they took care of up
until July 1970. Why it was shut off I never found out. I contacted the
company and got no reply.
Then later on I got a letter that greeted me this way: "It just oc-

curred to us that maybe you would like a lump-sum settlement." Well,
of course I did not PO for that because I figured that when you settle
for a lump sum with anybody your insurance is in jeopardy. So we
had a meeting at the union hall and it was rejected unanimously. Then
the checks continued up until July of 1970. The last check was written
on the 27th and we received it on the 29th. Since then we have received
no checks.
During 1968 we only received 11 checks for the year. How this was

accomplished was this way: originally the checks were issued and
we received them on the first of the month. The ensuring checks would
come probably on the 7th one month and the next month on the 14th
and the next month on the 21st, and so on into the next month. At the
end of the year we received our W-2 forms which gave us the amount
which equaled exactly 11 checks.
During 1969 we got 12 checks but we did not receive any W-2 form.

Now, why the pension was stopped I do not know, but I know we
have not had anything since last July 1970. I have contacted Mr.
Schweiker, Mr. Scott. Mr. Nader, the Labor Department, and they
tell me there is no Federal agency that has any authority to enforce
the provisions of any pension. The only recourse an individual might
have would be throurrh the courts. Therefore, we appealed to the union
and it is now in their hands.
That is all I have to say.
The CHAIRMAN. Senator Schweiker, do you have any questions?
Senator SCHWEIKER. Why not let Mr. Blair tell his story?
Mr. BLAIR. Senator Williams and Senator Schweiker, I started to

work April 21, 1933. I worked until ,Tune 1967. I was then laid off.
I had 34 years. The company was being closed, so I signed for my
pension in October. I received two checks for 1967, November and
December. In 1968 I received 11 checks. In 1969 I received 12 checks.
In 1970 I got six checks, and that is the last I got. The last check I got
was July 29. 1970. I have not received any more checks since.
I then turned it over to the union representative and they took it te

court. That is as far as I know about that.
All we were getting was $55 a month. We had about 80 men who had

over 30 years. One man had 49 years and he was not old enough to get
a pension. He could not get a pension unless he was 65 years old. We
had 80 that had over 30 years that did not get a thing.
That is about all that I have. I am the youngest pensioner there is

right now and I am close to 70. The men who are on pension are any-
where from 70 to 94 years old and they are not getting anything.
The CHAIRMAN. During your long period of employment what did

you understand your pension rights were as they developed and ac-
crued? I assume at some point they were vesting during this long peri-
od of employment. What did you think you were going to get?
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Mr. BLAIR. That is the reason I stayed where I was to get a pension.
I was getting enough seniority when I became old enough to get a pen-
sion that I thought I would get one.
The CHAIRMAN. What did you think the number of years of serv-

ice was that would create your pension right, a benefit upon retirement?
Mr. BLAIR. We had it in the contract.
The CHAIRMAN. What was the contract?
Mr. BLAIR. You had to be there 30 years and age 65.
The CHAIRMAN. Did you have that?
Mr. BLAIR. I had 34.
The CHAIRMAN. And you were 65?
Mr. BLAIR. I was 65. I just got under the wire. I was 65 in June and

I signed up in October and I collected 2 months for that year. That
was 1967. I thought my pension would continue every month.
The CHAIRMAN. What do you mean, you got under the wire?
Mr. BLAIR. For the pension, because they were closing down. They

were liquidating. This company was liquidating. You see, they liqui-
dated in 1967 and I became 65 in 1967.
The CHAIRMAN. They were sold out when they were liquidated? Was

it liquidated at that point or did they sell out to another company.
Mr. FREDERICK. The company was sold in 1965.
Mr. BLAIR. The company was sold in 1965. They sold to Park Elec-

trochemical in 1965.
The CHAIRMAN. And then Park Electrochemical liquidated in 1967?
Mr. BLAIR. That is right.
The CHAIRMAN. When did you reach 65?
Mr. BLAIR. In 1967. I was 65 the 25th of June.
The CHAIRMAN. I see what you mean by the wire. You reached age

65 in June and the company closed in October?
Mr. BLAIR. That is right.
The CHAIRMAN. What was your period of service, Mr. Frederick?

When did you reach 65?
Mr. FREDERICK. I was 65 On the 31st day of December 1960, and

I worked until the 13th day of January 1961.
The CHAIRMAN. So there is no doubt about your having a vested

pension.
Mr. FREDERICK. I did not think so.
The CHAIRMAN. You had 30 years and you had reached 65 and the

company had not closed at that point. It had not even been sold at that
point.
Mr. FREDERICK. That is right. I was in on the sale as a stockholder.

One of the founders of the company and I bought the stock. That is
why I had 'the articles of agreement on the sale pertaining to the re-
sponsibility for the pension and insurance.
The CHAIRMAN. How many pension checks did you get before they

stopped completely?
Mr. FREDERICK. I got two checks a month, one for $55 and one for

$12.91, which was my compensation for my 45 years on salary.
Mr. BLAIR. I got 31 checks all told.
The CHAIRMAN. How much was the monthly payment?
Mr. BLAIR. $55, that is all they paid. That was the highest you could

go, $55 a month for 30 years service. You got $55 a month. I know
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there are 80 men that have over 30 years. One man that I worked with
in particular had 49 years. I worked with him, I would say, 31 years on
practically the same job. He did not get a thing because he was not
old enough. He had 49 years with the company.
The CHAIRMAN. When it was proposed to you that you might want

to take a lump sum settlement of your claims, what was the amount of
money that was suggested for lump sum settlement?
Mr. FREDERICK. Mille was only 17 months.
Senator SCHWEIKER. Seventeen months' pay was the settlement?
What was yours?
Mr. BLAIR. I think it was $1,900. But the union has gone over that

again, I mean the staff representative. They have taken that up again
and there is a change in that now. I do not know just the outcome of
that yet. I will know when I go back home, but I do not know just yet.
Senator SCHWEIKER. Mr. Frederick, I would like to come back to

something you mentioned to me earlier. I understood you to say that
you had in writing some kind of a contract or agreement from your
former boss about your pension rights and so forth. Did I understand
that correctly?
Mr. BLAIR. Yes.
Senator SCHWEIKER. That your former employer when he sold out

gave you some kind of letter of agreement or assurance;  is that right?
Mr. FREDERICK. Yes; the article of agreement states in there 
Senator SCHWEIKER. I think that is very important. What was it

and what did it say?
Mr. FREDERICK. It said in there that the Park Electrochemical as-

sumed the responsibility for the pension and the insurance, that is, the
retirement insurance. Everybody was entitled to—I think the hourly
rate people, of which I was a victim the last 3 years that I worked for
them—have $55 a month and a thousand dollars insurance.

Senator SCHWEIKER. From whom? Was it to be addressed to you?
Mr. FREDERICK. Yes.
Senator SCHWEIKER. From whom? Who wrote it?
Mr. FREDERICK. The article of agreement was written up I imagine

by the attorney, Dan Evans, for Ingram-Richardson Co.
Senator SCHWEIKER. This was an article of agreement for the sale of

the company?
Mr. FREDERICK. Yes.
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Senator SCHWEIKER. As I recall, because of your long service your
boss had given you some shares of stock so you were then in on the
article of agreement, so you owned an article of agreement guaran-
teeing you a pension which was cut off?
Mr. FREDERICK. That is right.
Senator SCHWEIKER. I think the record ought to show that.
That is all the questions I have.
The CHAIRMAN. You do not have that agreement?
Mr. FREDERICK. I sure do.
The CHAIRMAN. Do you have it here?
Mr. FREDERICK. Yes. Do you want me to get it?
The CHAIRMAN. Yes.
Senator SCHWEIKER. Yes, I think this is the nub of the question.

Which paragraph refers to this?
Mr. FREDERICK. The red line on there.
Senator SCHWEIKER. Is this the part where it says, "No claim or lia-

bility arising from pension liabilities of Ingram-Richardson to em-
ployees or ex-employees shall be charged," and so forth, "except for
any amount of monthly pension payments payable to hourly em-
ployees," and so forth, and as to which Ingram is in default?
Mr. FREDERICK. That liability fund that is referred to was the money

that was held in escrow by the bank to take care of any unrevealed
debts. The pension that the Park Electrochemical was liable for was
the pension and insurance. If they were not, why in the heck did they
pay it all these years?
Senator SCHWEIKER. Who was holding the money in escrow?
Mr. FREDERICK. The Pittsburgh National Bank, the Beaver Falls

Branch.
Senator SCHWEIKER. What has happened to that escrow fund?
Mr. BLAIR. We do not know. We would certainly like to know.

Maybe we would not have this trouble.
Senator SCHWEIKER. I wonder if we could make a copy of this for

the record.
Mr. FREDERICK. Yes, I would like to have that back because that is

the original.
Senator SCHWEIKER. We will make a copy.
The CHAIRMAN. If you are going to remain here for the next hour

or so we will have it back to you.
( The information referred to follows:)



314

ESTABLISHED 1 9 0 1

(Th

INGRAIVI-PICHAPECE anufacturing omfiany,
FABRICATORS AND PORCELAIN ENAMELERS OF STEEL AND ALUMINUM

AREA CODE •I2 843.3220

7/

TO THE STOCKHOLDERS OF INGRAM-RICHARDSON
MANUFACTURING COMPANY:

DEAVER FALLS,

June 2, 1965

Since the last Annual Meeting of Stockholders, the Officers

and Directors have been diligently negotiating for the sale of the
Company as a going concern. A contract has been entered into with
Park Electrochemical Corp. of Flushing, Long Island, New York, by the
terms of which that company has been given an option to buy all of the
capital stock of the Company from the Stockholders, and an Option and
Purchase Agreement and an Escrow Agreement have been executed by the
Company setting forth in detail the terms of sale. A copy of each is
enclosed herewith.

The price per share for stock is $28.121, of which $15.464
will be paid forthwith in cash and $12.66 will be held in escrow for a
period of six months to protect the purchaser from unkown claims
against the company as defined in the attached Agreements. Management
knows of no such claims and hopes that none arise. Expenses of and
compensation to the Escrow Agent will be payable from the Escrow Fund.

The enclosed Agreements have been approved by your Company's
Board of Directors and both Management and the Board of Directors be-
lieve that the price offered for the stock is a fair price. If you
accept this offer, we will appreciate your prompt acceptance by forward-
ing your stock certificatesduly endorsed, with yoursignature guaranteed 
by your bank or broker and accompanied by the enclosed Letter Agreement
filled in and signed by you, directly to the Union National Bank of
Pittsburgh, Escrow Agent, Beaver Falls, Pa. Unless at least 85% of the
shares are in the possession of the Escrow Agent before June 15, 1965,
we are advised that the purchaser will withdraw its offer, which it has
the right to do.

INGRAM-RICHARDSON MANUFACTURING COMPANY

By  J. F. Ingram
President

fib
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Union National Bank of Pittsburgh
Park Electrochemical Corp.
Ingram-Richardson Manufacturing Company

Gentlemen:

In connection with the Option and Purchase Agreement
by and between Park Electrochemical Corp. and Ingram-
Richardson Manufacturing Company and the Escrow Agreement
among the aforesaid corporations and The Union National

• Bank of Pittsburgh, the undersigned stockholder of the
said Ingram-Richardson Manufacturing Company do hereby
deposit in escrow with the aforesaid Bank certificate or
certificates numbered   for a total of  
shares of capital stock of the said Ingram-Richardson
Manufacturing Company under the Aforesaid Option and Pur-
chase Agreement and Escrow Agreement both dated May 29, 1965,
and the undersigned does hereby authorize the aforesaid
Bank as Escrow Agent to deliver the aforesaid certificate
or certificates to Park Electrochemical Corp. against payment
therefor under and in accordance with the terms of the said
agreements, when, as, and if the said Park Electrochemical
Corp. elects to exercise the option granted to it under the
said agreements.

The undersigned warrants that the aforesaid shares
hereby deposited are owned by the undersigned who has full
right power and authority to sell, assign, and transfer the
same and to deposit the samerinder the said Agreements, and
that there are no liens, encumbrances, or claims existing
against the said shares so deposited, the undersigned
hereby adopting, approving and confirming the aforesaid
Agreements and becoming a part thereto with the same force
and effect and to the same extent as if the undersigned
had personally signed said Agreements as options to
Park Electrochemical Corp. of the said shares in the place
and stead of or in addition to the aforesaid Ingram-Rich-
ardson Manufacturing Company.

Very truly yours,

Samuel J. Frederick

66-500 0-7 I—pt. 1-21
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ESCROW AGREEMENT

MADE AND ENTERED INTO this 29th day of May, 1965, by and among
INGRAM-RICHARDSON MANUFACTURING COMPANY, a corporation duly organized and
existing under the laws of the Commonwealth of Pennsylvania (hereinafter
reffered to as "Ing-Rich"), with its place of business at Beaver Falls,
Beaver County, Pennsylvania, PARK ELECTROCHEMICAL CORP., a corporation
duly organized and existing under the laws of the State of New York (herein-
after referred to as "Park"), with its principal office at 33-40 Prince
Street, Flushing, County of Queens, New York, and THE UNION NATIONAL BANK
OF PITTSBURGH, a national banking corporation, having an office in the City
of Beaver Falls, Beaver County, Pennsylvania, and duly authorized to conduct
a banking and trust business (hereinafter referred to as ''Escrow Agent'').

WITNESSETH:

WHEREAS, concurrently herewith Ing-Rich and Park have entered into
an Option and Purchase Agreement, a copy of which is hereto attached and
made a part hereof, covering an option for the sale of all or a major part
of the capital stock of 'fly-Rich to Park; and

WHEREAS, the services of an Escrow Agent are required for the
purposes herein more fully described, including the receipt and delivery
of stock of Ing-Rich, the payment of a portion of the purchase price to
stockholders, and the holding of a portion of said purchase price to protect
Park against certain liabilities of ng-Rich.

NOW, THEREFORE, in consideration of the mutual covenants and con-
ditions herein contained and intending to be legally bound hereby, the
parties hereto have agreed together as follows:

I. Simultaneously with the execution of this Agreement or promptly
thereafter, there shall be delivered to the Escrow Agent certificates for
not less than 5,000 shares of the issued and outstanding capital stock of
Ing-Rich, the certificates for which shall be in form for transferring,
together with authorizations from the holders of such shares to deliver such
shares to Park when, as and if the option granted to Park under that certain
Option and Purchase Agreement being executed simultaneously herewith, a copy
of which is hereto attached and hereby made a part hereof is duly exercised
by Park and payment for such shares is made by Park to the Escrow Agent under
the said Option and Purchase Agreement and under this Escrow Agreement. There
shall also be delivered to the Escrow Agent by the holders thereof any other
shares which stockholders of Ing-Rich may decide to deposit hereunder, subject
to said Option and Purchase Agreement and subject to this Agreement. The
Escrow Agent shall hold such shares as may be deposited with it hereunder
subject to the terms of this Agreement and subject to the terms of the said
Option and Purchase Agreement.

2. In the event that Park shall exercise the option granted to it
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determine under and in accordance with the said Option and Purchase Agreement,
the Escrow Agent shall deliver to Park, against payment of the purchase price
therefor as set forth in this Agreement and in the said Option and Purchase
Agreement, the shares deposited with the Escrow Agent, represented by certifi-
cates duly endorsed for transfer, with signatures guaranteed by a bank, trust
company or authorized broker, and with all appropriate transfer stamps duly
affixed thereto.

3. In the event that Park does not exercise its option prior to the
expiration thereof as set forth in the said Option and Purchase Agreement, or
in the event that after Park has exercised the said option and thereafter with-
draws said exercise pursuant to any right granted to Park to do so, whether
under this Agreement or under the said Option and Purchase Agreement, then the
Escrow Agent shall return the said certificates of stock to the persons who
deposited the same.

4. The purchase price of the said shares shall be the sum of Two
Hundred Twenty-five Thousand (S225,000.00) Dollars for all of the issued and
outstanding capital stock of Ing-Rich, or a proportionate part thereof for such
shares as may be deposited hereunder and as to which Park shall exercise the
said option. The said purchase price for shares deposited hereunder shall be
paid by Park on the closing date as defined in the said Option and Purchase
Agreement, in the event that Park exercises the said option as aforesaid.

5. Simultaneously with the deposit of any certificates for shares
of stock hereunder, the person depositing such certificates shall execute and
deliver to the Escrow Agent a letter, in form annexed hereto, approving,
adopting and confirming the terms and provisions of this Agreement and of the
said Option and Purchase Agreement, which original letters shall be delivered
by the Escrow Agent to Park in the event that Park exercises said option and
pays for said shares of stock. Park shall furnish copies of such letters to
the Escrow Agent.

6. Ing-Rich has designated LOUIS W. INGRAM, E. A. SAHLI, and J. F.
INGRAM as a Stockholders Committee to act for and on behalf of themselves and
all other persons depositing stock with the Escrow Agent for sale to Park
under the terms of this Agreement and the consent or action of said Committee
or a majority thereof shall be binding upon all depositing stockholders of
Ing-Rich, and Escrow Agent shall require the written acceptance of the terms
of this Agreement and of the Option and Purchase Agreement by all depositing
stockholders before accepting their stock under the terms thereof. Depositing
stockholders agree that in the event of the resignation, withdrawal or in-
capacity of any member of the Stockholders Committee, the other two (2) shall
have full power and authority to designate a successor and notify the Escrow
Agent and all depositing stockholders and Park of their action. Any communica-
tion to the Stockholders Committee shall be addressed to the Committee in care
of Evans and Hood, Beaver Falls, Pennsylvania.

7. Upon receipt by the Escrow Agent of the purchase price of any and
all. shares deposited hereunder, the Escrow Agent shall pay to each depositing
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stockholder fifty-five (55) percent of the purchase price of the shares of
such stockholder and shall retain for a period of six (6) months from the clos-
ing date as defined in said Option and Purchase Agreement the balance of said
purchase price, during which time the said Escrow Agent shall apply and pay
any necessary part of the said fund (Liability Fund) so remaining in its
possession as follows:

(a) Escrow Agent shall pay any liability of Ing-Rich which
does not appear on the list of liabilities prepared and certified
by auditors selected by Park as the liabilities of ng-Rich appear-
ing on the books of account of Ing-Rich as of the date of such audit,
a copy of which list will be delivered to all the parties hereto
within five (5) days from the date hereof. Any additional liabili-
ties incurred since the date of said audit in the ordinary course
of business of Ing-Rich and arising out of transactions entered into
subsequent to said date shall not be chargeable to the Liability
Fund. Escrow Agent shall also not be liable to pay any liabilities
not appearing on said list as of the date of said audit provided
that such liabilities have been disclosed in writing by ng-Rich
to Park within seven (7) days after receipt by Ing-Rich of the afore-
said list of liabilities. In any event the Liability Fund shall not
be charged with claims or liabilities arising out of product
warranties and guarantees. Also the Liability Fund shall not be
charged with miscellaneous claims or liabilities in individual de-
nominations of not more than Three Hundred Fifty ($350.00) Dollars
each, even if such claims or liabilities do not appear on the afore-
said list of liabilities and even if such claims or liabilities have
not been disclosed by Ing-Rich as hereinabove set forth, provided
that the total aggregate amount of such claims or liabilities does
not exceed Five Thousand ($5,000.00) Dollars. No claim or liability
arising from pension liabilities of ng-Rich to employees or retired
employees shall be chargeable to the said Liability Fund, except for
any undisclosed amount of monthly pension payments payable to hourly
employees on or before May 7, 1965 past due and as to which Ing-Rich
is in default. The words "liability" or "liabilities" shall be
deemed to mean and are hereby defined as any item which would normally
appear on the right hand side of a normal balance sheet or financial
statement under the heading "Liabilities", exclusive of capital and
surplus. The foregoing definition shall control the meaning of the
said words so defined for purposes of this subparagraph of this
Agreement, except for such items normally considered to be liabilities,
but which are specifically excluded as such in this Agreement. With-
out limiting the generality of the foregoing, the parties agree that
the word "liability" or the word "liabilities" as used in this sub-
paragraph of this Agreement do not and shall not include losses not
yet actually incurred in connection with uncompleted contracts on the
closing date or outstanding quotations or orders in process on the
closing date. Notwithstanding the foregoing, the parties specifically
agree that any back-charges not disclosed to Park on either the list
to be delivered to ng-Rich or in writing by ng-Rich to Park within
the time aforesaid shall be considered undisclosed liabilities payable
out of the Liability Fund, regardless of anything herein contained to
the contrary.
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(b) Escrow Agent shall not admit or pay any claim without the

consent of the said Stockholders Committee which shall have the

right to defend against any such claim, provided that any lien against

any of the property or assets of Ing-Rich arising out of such claim

shall be banded at the expense of the Liability Fund. The expense

incurred by the Stockholders Committee in defending against any claims

covered by this Escrow Agreement shall be borne by the selling stock-

holders and shall be paid from the Liability Fund, together with the

claim itself, if it is ultimately determined that such claim is a

just and proper claim.

(c) Escrow Agent shall pay any and all proper claims based

upon or arising under or out of the said Option and Purchase Agreement.

(d) No claim received by the Escrow Agent after six (6) months

shall be recognized.

(e) The Liability Fund shall not be charged for any claim or

liability resulting solely from acts or omissions of Park or Ing-Rich

or their officers, agents or employees taken or omitted to be taken

by them after the closing.

(f) At the end of the six (6) months' escrow period, if no

claims covered by the terms of this Escrow Agreement or the said

Option and Purchase Agreement, are outstanding and unpaid, Escrow

Agent shall first deduct its expenses and reasonable compensation

for its services and shall distribute the balance among the deposit-

ing stockholders of ng-Rich in proportion to the number of shares

deposited. If at the end of said period one or more claims covered

by the terms of this Escrow Agreement are outstanding and unpaid, the

Escrow Agent shall continue to hold an amount sufficient to pay such

claims and such additional amount as the Stockholders Committee shall

deem necessary, if any, for the cost of defending against said claims

and shall distribute the balance pro rata as above set forth, and

after the payment or final disposition of all clains and expenses
shall make like distribution of any funds then remaining in it hands.

(g) Escrow Agent shall have no liability to Ing-Rich or Park
or any depositing stockholder of Ing-Rich for any payment made by it

at the direction of the Stockholders Committee, but Park shall be

notified in advance of all payments which Escrow Agent has been

directed to make by the Stockholders Committee, and of all distribu-

tions to depositing stockholders, and Park shall have the right to

object thereto and contest the making of any such payment.

(h) In the event that either the Stockholders Committee or Park

objects to any payment proposed to be made by the Escrow Agent out

of the Liability Fund, then the Escrow Agent shall retain such funds

and not make such payment until such time as either the parties agree

thereto or the validity of such claim as against the Liability Fund

is judicially determined; provided, however, that the Stockholders

Committee has the right to direct the Escrow Agent to pay the amount

of such claim to Park and thereupon be discharged from all liability

for such claim.
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8. Escrow Agent shall be entitled to reasonable compensation for
its services hereunder and also reimbursement for any expense incurred by it
hereunder.

IN WITNESS WHEREOF, this Escrow Agreement has been executed in
triplicate the day and year first above written.

ATTEST:' INGRAM-RICHARDSON MANUFACTURING
COMPANY

F. B. Reese  By J. F. Ingram  
Treasurer President

ATTEST: PARK ELECTROCHEMICAL CORP.

By  Jerry Shore 
Secretary Chairman of the Board

ATTEST: THE UNION NATIONAL BANK OF
PITTSBURGH

By  
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The CHAIRMAN. Thank you.
Mr. FREDERICK. We certainly appreciate your courtesy in having

us here.
The CHAIRMAN. We are grateful to you.
Is Mr. Pasternak here, attorney for Park Electrochemical ?

STATEMENT OF HARRY J. PASTERNAK AND TERRY SHORE, PARK
ELECTROCHEMICAL CORP.

Mr. PASTERNAK. Senator, I am Harry Pasternak, and the gentleman
on my right is Jerry Shore, chairman of the board of Park Electro-
chemical Corp.
While part of the narrative which has been stated to the committee

by the two prior witnesses is quite accurate, part of it is also inaccurate.
I participated in the negotiations for the purchase by Park Electro-

chemical Corp. of the capital stock, or part of the capital stock, of the
Ingram-Richardson Manufacturing Co. in 1965. That purchase was
made from Mr. Fred Ingram and a group of people closely associated
with him and represented the controlling interest of the stock at that
time.

Subsequently, in individual purchases Park Electrochemical Corp.
purchased the remaining stock until some months later they came to
own 100 percent of the stock.
It is not, unfortunately for the pensioners, true that Park Electro-

chemical Corp. ever agreed to assume the indebtedness under the pen-
sion plan. The provision to which Senator Schweiker referred is a pro-
vision which has nothing to do with the pension plan, except to this
extent.
There was an escrow fund set up by the sellers of the stock out of the

money, the purchase price, for the stock to guarantee against any un-
disclosed, unpaid liabilities.
There was a representation, as I recall it—and I don't have the agree-

ment with me. But I remember that quite well. There was a representa-
tion by the individual sellers that the liabilities of Ingram-Richardson
were correctly stated in the financial statement which was submitted
at that time.
This reserve fund was merely a guarantee so that if there were any

other liabilities outstanding at that time, they would be paid if they
were undisclosed out of that reserve fund in connection with the ulti-
mate disposition of the reserve fund.
So, payments were made out of that reserve fund on October of un-

disclosed liabilities. And whatever moneys remained at the end of the
escrow period went proportionately to those stockholders who had sold
their stock and were entitled to it.
So, the paragraph to which Senator Schweiker was referred to by

the prior witnesses really had nothing to do with the problem at hand.
The CHAIRMAN. So this question, then, it comes down to the disclo-

sure by Ingram and Richardson of what they considered their liability
under the pension plan?
Mr. PA51TRNAK. Only for payments up to the date of the acquisition

by Park of the capital stock of Ingram-Richardson Co.
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_ In other words, they represented to Park that all the pension pay-
ments up to that date had been made and that if any pension payments

had_not been made up to that date, then they would come out of that
reserve fund.
But for future payments the stockholders of Ingram-Richardson,

the selling stockholders, did not make themselves liable for payments
accruing under the pension plan when they sold the stock to Park.
On the other hand, Park, to the best of my recollection—and I am

quite sure my recollection is accurate—did not guarantee payments
or assume payments under the pension fund. They were stockholders,
and that is all, of Ingram-Richardson.
The CHAIRMAN. There were people who had vested pension rights

in Ingram-Richardson at the time of the sale, is that right?
Mr. PASTERNAK. There probably were, and I would like to mention

this fact in that connection.
The Ingram-Richardson pension fund was adopted—the plan was

adopted, I gather, sometime prior to 1954. At that time Park, of
course, had no interest of any kind 
The CHAIRMAN. I am only talking about Ingram-Richardson.
MT. PASTERNAK. Yes. So 811.1 I.
The Ingram-Richardson pension plan was adopted sometime prior

to 1954, and we are not fully familiar with just what that situation
was.
Mr. SHORE. It was effective November 10,1954.
Mr. PASTERNAK. I gathered that there was a pension plan prior to

this, but we don't have any information about it.
At that time the plan provided for funding with a life-insurance

company when a man reached the retirement age.
As a matter of fact, there were some employees who received pen-

sions under that funded agreement and who are still receiving those
pensions.
Senator SCHWEIKER. An annuity with a life insurance company?
Mr. PASTERNAK. That is right, with the Equitable Life.
Senator SCHWEIKER. And the company purchased the annuity?
Mr. PASTERNAK. Ingram-Richardson purchased the annuity with

Equitable Life.
At some time—and we don't know when—the pension plan became

unfunded. When that occurred, we have no idea. We do know that
it occurred sometime before Park became the stockholder of the
Ingram-Richardson Manufacturing Co.
At the time that Park became the stockholder, I do assume—al-

though I don't know—that there must have been some people who
were pensioners and were receiving their payments.
I am sure the gentleman was mistaken and didn't intend to mis-

lead you when he told you that the cash offer made to him represented
only a few months of his pension. And I am sure he was quite mis-
taken, because I was the one who made the offer or caused the offer to
be made to settle the pension obligations of those people who were
entitled to pension on the basis of 50 percent of the computed value
in 1969 of those pensions.
I believe—although, again, I am not certain—that the number of

months which the gentleman referred to as "very few"—the number of
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months that would have been covered amounted to somewhere between
40 and 45 months, and not the 6 or 7 months that he referred to.
I gather that from certain information that I have here with me.
Also, the statement that you were required to have 30 years in order

to retire is unfortunately not true—or I should say fortunately not
true.
I have the agreement in front of me. The agreement states, in para-

graph 4: "Any employee who on or after November 10, 1954, shall
have had at least 15 years continuous service and shall have attained
the age of 65"—et cetera.
Now, this is an old pension plan. It is admittedly quite inadequate

for modern days. There is no question about that. Nobody argues
about that.
But this plan was in effect at the time that Park Electrochemical

bought capital stock of Ingram-Richardson Manufacturing Co.
I might add—and I would like the committee to know this—that

after the offer was made in 1969 of 50 percent of the commuted value
at that time of those who were entitled to pensions—and the offer was
made on an individual basis. Also, we wrote to each pensioner telling
them that this was the offer and asking if they were willing to take it.

Apparently, they held a meeting and decided they wouldn't. Al-
though we received a few letters in which people indicated that they
would like to—one of whom, I might say, died within a month or two
after that—that offer never became effective.
Subsequently, Mr. Witt, who is a New York lawyer, communicated

with the company. And he and I sat down to try to negotiate a settle-
ment.
Again I offered the 50 percent. And Mr. Witt, by the way, was

representing the union. I offered 50 percent in settlement, 50 percent
of the commuted value, with all payments up to January 1, 1971, plus
50 percent of the commuted value as of that date.
Mr. Witt refused to accept it. He made no counter offer. And a

lawsuit was begun •by the union in Pittsburgh, Pa., against Park
Electrochemical—not against Ingram-Richardson.
We retained local counsel down there, and the lawsuit was con-

tinuing when Mr. Witt called me in late 1970.
We started to negotiate to try to get this matter disposed of. Un-

fortunately, I became ill and was out of my office for 2 or 3 months.
When I returned, we continued our negotiations and ultimately ar-
rived, about a month and a half ago, at a settlement, which was agree-
able to the union, of 65 percent of the commuted value of the pensions
as of January 1, 1971, with all payments up to the end of December.
An agreement was prepared and agreed upon between Mr. Witt

and me. We sent it to the Pittsburgh counsel of the union. And, appar-
ently, the individual members of the union were never informed,
because the gentleman who sat here didn't seem to know about it.
That agreement is out for signature by the pensioners. If it is

signed, Park will pay the money.
Now, we have, of course, taken the legal position, which I believe

to be justified, that Park was never a party to the pension agreement
or the union agreement and was not legally liable under those cir-
cumstances to pay these pensions.
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That is, of course, the present situation. The litigation is pending.
The offer is outstanding. It has been agreed upon, and we are awaiting
signature by the individual pensioners and by the 
The CHAIRMAN. Was there any agreement in being for the payment

of pensions on the part of Park at the time of the sale?
Mr. PASTERNAK. No.
The CHAIRMAN. Ingram's agreement was to fund the beneficiary

when he reached 65. Is that it?
Mr. PASTERNAK. Apparently not. Apparently, that policy was in

effect way back in 19— well, I am not sure of the date—but somwhere
around the late forties or the early fifties.
Mr. SHORE. May I interrupt?
I have some facts from the company's records.
Apparently, the effective date of this original plan was November

1949. The effective date of this agrement is 1954.
We can reconstruct that the contract with the insurance company

for funding was terminated in 1956. So, either between 1954 and
1956 or between 1949 and 1956 it was funded.
The funding was apparently discontinued, and I suspect it was

because the company was not in good enough shape to fund it.
I suspect that based upon the history of the company's records.

The company was in serious difficulty for many years prior to the
acquisition of the capital stock by Park.
It is my opinion, frankly, that if Park had not bought this company

or if Park had not bought the stock of this company and eventually
taken over the management of the company, the company would not
have lasted through a year. There would have been unemployment
immediately. And, of course, the pensions would not have been paid
at that time, either.
The CHAIRMAN. Between 1956 and when you bought this company,

do you know how they treated pensioners when they reached their
vesting point of 15 to 30 years and age 65? Did they at that point
buy, out of current funds, an annuity for them?
Mr. SHORE. No; they did not. They paid the monthly payments out

of their own cash reserves for that period.
The CHAIRMAN. This was out of operating expenses?
Mr. SHORE. Operating income or expenses.
The CITAIRNIAN. It was an operating expense?
MT. SHORE. Right.
The CHAIRMAN. Just as businessmen, wouldn't a company in that

position be a lot fairer under today's system of operating to level with
those employees and not let them go for 20 years thinking that they
had in fact the dignity of a pension?
Mr. SHORE. Certainly, the plans that we have put into effect are

fully funded. In all our companies our plans are fully funded, because
we believe that in a pay-as-you-go approach—however, this was 1919,
and I was not very knowledgeable about business in 1949.
There are clauses in this original agreement that, if you read them,

you would recognize were something less than good legal currency.
That is my opinion.
There was something about this original agreement that leaves

something to be desired from a legal point of view.
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In fact, there is a clause in here where the company could terminate
this at its own discretion.
The CHAIRMAN. There are lots of pages and lots of paragraphs add-

ing up to nothing of any hard value?
Mr. SHORE. Not really, I think the intention was very good. A good

management, making a living in that town and making a serious effort
to solve the problems of a business which, as it turns out, were not easily
solvable. We have bought the capital stock of five companies that
were all either bankrupt or in this kind of mess. We were considered
fairly good at turning companies around.
We work very, very hard at this thing. The people work very hard.

We couldn't do it. It was in bad shape for many reasons.
Item 19 in the amendment of the plant "the company reserves the

right to amend, modify, suspend or terminate the plan." That is not
exactly legal currency, I would say. But certainly the company did
everything it could and we certainly in Park management think, we
have done everything we know how to do including, as it turns out—
it's my opinion that we would be using funds to pay this settlement
that don't belong to this company. It's my opinion, if we could weigh
all the numbers, that we would find we were using Park's funds and
not Ingram-Richardson's funds.
The CHAIRMAN. When you purchased, the only fund that was part

of the sale to you and was earmarked for anything approaching pen-
sions was the escrow fund for undisclosed liabilities.
Mr. PASTERNAK. That is right.
The CHAIRMAN. And you paid those as they appeared?
Mr. PASTERNAK. May I explain that Senator, because I handled that.
That escrow fund was put up for a very limited purpose. It came out

of the purchase price of the capital stock. The purpose of the escrow
fund was to make payment—and we couldn't do it. We had to get the
bank to do it because the bank was the escrow agent.
It was to make payment for undisclosed liabilities of Ingram-

Richardson and that is all. The fund had a limited period of time. I
believe it was 1 year from the date of the closing of the contract. So,
if during that one year any undisclosed liabilities were discovered they
were to be paid out of that fund.
The fund had two purposes: One was to limit the liability of the

selling group to the amount of that fund, and they contested that fund
very severely; and secondly, to assure Park that up to the amount of
that fund they would be secured against undisclosed liabilities. It
had basically nothing to do with the pension fund and they made
that quite clear when they said any undisclosed liabilities, because they
did not carry the pension fund as a liability on their financial state-
ment. Any undisclosed liabilities other than liabilities accruing under
the pension fund after that date would be paid out of that escrow
fund.
The reason for that language that Senator Schweiker read was that

they wanted to make it clear that the pension fund was not an undis-
closed liability, or the pension liability was not undisclosed, even
though it didn't appear on this financial statement.
Those are the circumstances under which that language came in to

the agreement.
Senator SCHWEIKER. Was this a contributory pension plan?
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Mr. PASTERNAK. No.
Senator •SCHWEIKER. It was?
Mr. PASTERNAK. It was not.
Senator SCHWEIKER. No contributions at all?
Mr. PASTERNAK. None at all.
Mr. SCHWEIKER. Fully paid by the company.
Mr. PASTERNAK. Unfortunately it wasn't fully paid. I wish it

had been. It was supposed to be fully paid by the company, yes, sir.
Senator SCHWEIKER. When you folks acquire operations like this,

which you have obviously done before, is it normal for you folks not to
assume any pension liabilities? Is this a normal company practice and
policy where you can take the assets of a company and take off a good
part and say, 'We shake ourselves out of any liability and we just buy
the pluses?"
Mr. PASTERNAK. If we took the assets of the company I would agree

with you. When a company buys the capital stock of another com-
pany it is not normal for that company to assume the indebtedness of
the company whose capital stock it is buying. I say it's not normal. The
normal procedure is that when you buy capital stock you buy capital
stock and that is all you buy and that is all you assume.

Senator SCHWEIKER. Normal procedure for whom, for people who
go in and skim the cream or for somebody Who honors commitments?
Mr. SHORE. I don't think we can be properly accused of skimming the

cream in this particular situation.
•Senator SCHWEIKER. When you arbitrarily write off the lives of

people who built the company, when you buy the assets of the com-
pany and leave the liabilities for somebody else?
Mr. SHORE. I don't think we can be properly accused of skimming the

cream of that company which had been broke for several years. I am
perfectly comfortable in saying to you that we made a contribution to
that town and to that company to keep this company alive the way
we did. We did everything we knew how to solve the problems of that
company, everything we knew how.
I think our record and the history of our company is good. We are

not skimmers of cream. As it turns out, I can assure you that if we
could define the record carefully, we would not be skimming cream.
There would be a lot of us in that company called Ingram-Richardson.
Senator SCHWEIKER. Is your company making a profit now?
Mr. SHORE. Yes, our company is making a profit and we are making

a profit with companies that were in just the same condition that this
company was in, by hard work.
Senator SCHWEIKER. Why wouldn't you recognize that there was

some contribution that these old employees made to the whole system
which you are enjoying? You picked up their company, but you don't
want to assume liability for efforts and sweat they put into it? I don't
buy that.
The real reason we have to write a pension law is just this kind of

case right here.
Mr. PASTERNAK. Senator, may I clarify one comment here?
When Mr. Shore said they are making a profit now, that is not

Ingram-Richardson or any part of Ingram-Richardson. That is Park
Electrochemical Corp. which is making a profit and not either Ingram-
Richardson or any part of Ingram-Richardson.
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Senator SCHWEIKER. Well, it's the parent company. I think that is
the trouble with the corporate structure right there. You take the best
part of it and leave the worst go and say, "That is not our responsi-
bility."
•Mr. PASTERNAK. Senator, we don't do that.
Mr. SHORE. Senator, we took nothing of Ingram-Richardson. This

company is making a profit--
Senator SCHWEIKER. Why did you buy it, then? If you took nothing,

why did you buy it?
Mr. SHORE. Because we contributed something there. We contributed

and tried very hard to solve the problems of a company that had possi-
bly been in trolible for many years. I think that the system does work.
We have about a thousand people working in our companies that
probably would not be employed today. There are other Senators in
this country who would so testify.
Senator SCHWEIKER. Is it company policy not to pick up the liabili-

ties of any pensions when you acquire a company? Is that your nor-
mal company policy?
I can cite a lot of companies that don't follow that policy. Is that

your company policy? This gets to the heart of the matter, what we
are writing the law about. We are writing it to cover cases like this
so they don't happen.
Mr. PASTERNAK. Senator, I don't know that the company had occa-

sion to adopt any policy in that regard. I would say as a lawyer for
the company that in view of the fact that the company has no legal
liability to pick up that obligation, the company could be liable to
its stockholders if it picked up a liability voluntarily and paid out
money belonging to its stockholders. The individuals who made that
payment would be liable unless you changed the corporate laws.
If those laws are changed, of course this company will obey them.
Senator SCHWEIKER. I think it is a sad commentary on the system

that we have to write a law to recognize that a liability exists to the
workers who built the company.
In this case you had a man who had 50-some years with the com-

pany. He was a foreman and really a part of management. Yet, here
he is on $60-some dollars a month without a pension and will have
to go to court to get his contributions which was somewhat on the
management side of the fence and not even recognizing that.
I think that is a sad commentary on the capitalistic system. I come

from the business world myself and I think that is exactly why we
need a law, unfortunately.
Mr. PASTERNAK. I would agree with you that we need a law. There

is no question about it in my mind, that pensions, pension funds,
should be handled in a different way than this agreement provides
for them to be handled. But when it comes to the amount—I fully
agree that there should be regulation of a great many things, not
only pension funds, that are now unregulated by law, but in connec-
tion with the amount of this pension, in the case of Mr. Blair it's $55
a month which, I believe, is totally inadequate.
In the case of Mr. Frederick, it's $67.91 a month, which I also be-

lieve is totally inadequate.
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Senator SCHWEIKER. I wouldn't disagree with you. I think it's in-
adequate. I am not pinning that responsibility on you folks. You
didn't set it up. But the fact that it's so low—
Mr. PASTERNAK. May I interrupt?
Senator SCHWEIKER. The fact that it's so low means it would be so

inexpensive to pick up and I think that is the tragedy of it.
Mr. PASTERNAK. The commuted value of the 30 or 40 people involved

at the present time is over $150,000.
Senator SCHWEIKER. What were your company's net earnings for

the year? The parent company?
Mr. PASTERNAK. I have no idea. Maybe Mr. Shore can tell you.
Senator SCHWEIKER. I am sure somebody has it somewhere, fellows.

I hope we can find the company's net earnings.
I don't hear any answer to it.
Mr. SHORE. I know the net earnings. This is a public company. The

net income last year was $700,000 after paying $700,000 worth of in-
come tax.
Senator SCHWEIKER. I think the problem here is that when these

acquisitions take place—granted other companies do it too—I am not
saying you are the only ones. The whole attitude is, "We are picking
up the stock and the devil with the people involved or the devil with
the people who made the contributions. It's not our responsibility."
What was your rationale for stopping the payments in the middle

of the plan?
Mr. PASTERNAK. Senator, may I make the comment, and I mean it

in all sincerity. Here are a group of people who were working for a,
company which was going downhill very rapidly. This is my esti-
mate, and I could be wrong, but I don't think I am—probably within
a couple of years, if Park had not bought Ingram-Richardson, that
company would have gone down the drain because they were losing
money rapidly. Their management was inadequate and Park hoped
that the company could turn this thing around and make a profitable
company out of it.
If Park had been able to do it, there wouldn't have been any prob-

lem with the pensions. The employees would have received their
pensions. If Park had not purchased it, the chances are they would
have received nothing after a little while.
These employees worked for the Ingram-Richardson Co. for 38 or

40 or 50 years. They worked for Ingram-Richardson when Park owned
the stock for a period of 21/2 years. Is it fair to ask Park to pay pensions
of people who worked for prior management for 38 or 40 or 50 years
and under Park's management for 2 years?
Senator SCHWEIKER. I think that is part of the package when you

assume a company, unless you subscribe to the corporate raider ap-
proach. If you subscribe to that, then it's not—but if you don't, then
I think you have that responsibility.
Mr. PASTERNAK. Senator, maybe I wasn't brought up properly

but as a corporate lawyer I do subscribe to the legalities of the situa-
tion and I try not to overlook the moralities. But you can't always,
assuming for the moment that you are correct, Senator, in the moral-
ities of the situation—I think we must recognize that there are cer-
tain other aspects of a public company and the question is whether
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any officer of a public company has the right to pay out money when
there is no liability on that company?
I think that is a very serious financial question for the officers

involved.
Senator SCHWEIKER. You are speaking of legal liability. You surely

don't mean a moral liability.
Mr. PASTERNAK. I would say if you have a couple of thousand

stockholders and just one of them thinks that you have no right to
recognize what a Senator thinks is a moral responsibility 
Senator SCHWEIKER. Here is a stockholder and you treated him

the same way. He was a stockholder.
Mr. PASTERNAK. I am talking about a stockholder in Park, not of

Ingram-Richardson. If one stockholder of Park comes to the conclu-
sion that the officers had no right to make payments which they did,
he can sue those officers for the full amount of those payments and
would undoubtedly win that lawsuit.
The question is whether an officer of a corporation or a group of

officers shall be held to a moral responsibility beyond a legal responsi-
bility and if in complying with that moral responsibility he should
make himself liable to individual stockholders to pay out of his own
pocket the money that is due on pensions. I agree with you that there
are some very moral aspects to this whole question of pension pay-
ments but I don't think it is fair to accuse Park of skimming the
cream off the company when all it did was step in and try to run that
company and make it profitable.

Senator SCHWEIKER. If it was in such bad shape as you say, why
wouldn't it have been, from the dollars and cents standpoint—which
obviously the transaction was looked at— better to wait until it under-
went reorganization when you could have gotten it for less?
If you say this was the case why not wait until it went under re-

organization when you could have gotten it for 10 cents on the dollar
instead of 30 cents on the dollar? I can't believe there wasn't some
good in it financially for you folks.
Mr. SHORE. I think there was a business reason here. This com-

pany was in the porcelain enamel business. We are knowledgeable in
some contiguous businesses. We were building a plant in Indiana, in
Shelbyville, Ind., to do the same sort of thing. We had developed a
process to porcelain enamel pots and pans. You see them all over the
country today. We developed that process. We took that process.
As we were moving that process to Indiana we saw the opportunity

of keeping a work force, a cadre of people, together in Beaver Falls,
Pa. We took the technology we had to this Beaver Falls, Pa., operation.
There were eixsting technologies there. There were arts and trades
there. We were looking to use that. So we took the technology we
had and put it into that company and it served, we hope, the purpose
of revitalization of that business.
As it turned out, unfortunately there was a fire in Chicago and we

had the first demonstration of our product at the house ware show
and that was a disaster in that the whole business came tumbling
down. But we took something and put it into that company. We
didn't take anything out of that company. We put technology, pat-
ents, new procedures and new machinery into that company in order
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to vitalize it, in order to save time, in order to get this product on the
way.
We did all these things and we tried to revitalize their existing

product lines.
Senator SCHWEIKER. I think it is interesting that you ended up

shutting down this particular plant and building a new plant. One
is shut down and one is operating.
Mr. SHORE. I didn't make myself clear. I am sorry. I apparently

didn't get it across to you.
We had built a plant and we started to equip it. We never fitted the

plant out. Instead of doing the plant in Indiana, instead of complet-
ing that plant, we moved the machinery and equipment and the tech-
nology into Beaver Falls. Since Beaver Falls was already in business
and had the technology for it, this is what we did.
Senator SCHWEIKER. I see the foreman shaking his head back there

so there seems to be a little difference of opinion about that particular
point.
Mr. SHORE. That may be.
Mr. PASTERNAK. I would like, if I may, to add this. Whether or not

you let a company go into chapter 10 or 11 before buying its assets
or buying the company or whether you buy it before it goes into chap-
ter 10 or 11 is a question of business judgment. Park has done both.
I know of one instance where Park took over a company prior to buy-
ing this company which was losing something like $20,000 a month.
Park turned it around and made that company a good income-produc-
ing company.
The employees are there now. They are under a pension plan. Their

pensions have been saved and the company has been saved. Park was
hoping to do the same thing here. I couldn't do it. It wasn't able to.
The only answer, I think, to all of this is the very obvious answer

that all pension plans should be funded and they should be funded
from the very day that a man enters the employ of the organization.
That would avoid any problems of 
Senator SCHWEIKER. We agree on that.
Mr. PASTERNAK. Of unfunding. The only trouble is that we are now

looking with 'hindsight at something that happened in 1.949 or 1950
or 1954. The whole climate of business and business morality and
pension plans and everything else has changed so considerably over
these years, just as the climate in the securities business and in other
businesses in which the Federal Government has stepped in and forced
laws which did away with abuses has changed. I don't see that Park
Electrochemical Corp. should be chastised at this point for doing
something in which it had no real serious part.

Senator SCHWEIKER. I think the issue boils down to simply the fact
that some people in business transactions will not count as a cost of
doing business the assumption of any liabilities on the part of their
workers when acquisition takes place. They don't want to figure that
as a part of the cost of acquiring a business. They figure they can get
by without paying that price. P-Yet there are many companies that
make that judgment. There are many businessmen that have 'as a regu-
lar policy that they do assume the liabilities of the workers and the
pensions for the years of work.
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I think it is interesting that some businessmen complain about
Government interference, Government regulation of things, when ac-
tually the policy you enunciate is just an invitation for Government to
come in and charge by law as a price of doing business for acquisitions
that you have to assume the rights of pensioners.
I think it is fine to shrug your shoulders and say "That is not a cost

of doing business," but you are simply putting the Federal Govern-
ment in the position of regulating business, something that some busi-
nessmen seem to be concerned about.
I think to this extent that it is self-destructive to the business world

and I think many businessmen recognize it. For that reason they
wouldn't have a policy like that. That is a philosophical question.
Mr. PASTERNAK. I happen to be very much in favor of regulation in

certain areas where there is not arm's length bargaining. I don't feel
that the areas in which the Government has stepped in have hurt busi-
ness at all. I think it has helped business because it has put the moral
climate of business on a higher level than if you had free competition in
those areas.

Senator SCHWEIKER. If you had had to pay full pension rights in
acquiring this company, back pensions and all, would you have ac-
quired the company?
Mr. PASTERNAK. We would have paid a much lower price to begin

with.
Senator SCHWEIKER. I am saying if you had accepted the pension

liabilities that had been accumulated, would you have acquired the
company?
Mr. PASTERNAK. We hadn't thought about that but my guess is that

if the problem was put to me I would have said, OK, let's figure what
those liabilities are and take it off the price we are paying to these
stockholders.

Senator SCHWEIKER. What the Federal Government will now say is,
under all that will come out of this committee, you will have to pay
that price before you acquire the company.
Mr. PASTERNAK. I think we have some constitutional problems there.

I hope the Government can succeed in doing it but that is another field
having nothing to do with what we are talking about now.
Senator SCHWEIKER. You will have to pay this as a cost of doing

business. I think most businessmen do accept it as a cost of doing busi-
ness, but some don't and we will have to legislate to require that those
who don't, must do so. The same case has arisen in one of my home
areas, when the Lee Tire Co. in Consho'hocken Pa.

' 
was taken over

some years ago. I am knowledgeable of this subject where the same
thing took place. The older employees went out the window and new
owners came in and took the assets and said goodbye to anybody who
contributed or helped to build the community or anything else. It is
a moral issue that businessmen have to come to grips with and most do.
Because some don't we are going to have to pass a Federal law.
I am so sorry to be so long, Mr. Chairman.
The CHAIRMAN. Do you have anything further at this point?
Senator SCHWEIKER. No.
The CHAIRMAN. This case certainly has so many classical elements

that have made these legislative hearings look toward a new system.

66-5000-71-pt. 1-22
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Senator Javits has frequently said in our 2 days of hearings that we
are here analyzing the system. This is a system that is inadequate
to meet the pension needs of working people of this country. This
whole case is a classical example of the need for some guides for
a better system.
For example, reading from just one paragraph of the pension plan

for the hourly employees of the Ingram-Richardson Co., paragraph 17
says:
The Company expects to make any payments under the Contract or Trust

Fund from time to time, in amounts determined by the Board of Directors, for
the purpose of providing the benefits of the Plan.

When that plan was written maybe their motivation was of the
very best. They fully expected to make payments. But as it turned
out payments were not made and it was not a contract calling for a
contribution to a fund that would be there for vested rights.
Of course we know this is true. We are going to include this portion

of the agreement of Ingram-Richardson in the record at this point
to show the kind of agreement that has led to the illusions of benefits
on the part of so many millions of working people.
(The excerpt from the agreement referred to follows:)

CONTRIBUTIONS TO THE PLAN

16. There shall be contributions under the Plan by any employee.
17. The Company expects to make payments under the Contract or Trust Fund

from time to time, in amounts determined by the Board of. Directors, for the
purpose of providing the benefits of the Plan.

18. In addition to the payments in Paragraph 17 above, the Company will
transfer to the contract the entire value of the Trust Fund maintained under
the Plan prior to January 1,1954.

a

The CHAIRMAN. Let me ask you a hypothetical question.
I want to see how the law would apply in this hypothetical situa-

tion.
If payments had been made as expected by Ingram-Richardson into

a fund, and when you bought the company there was a fund, the fund,
I assume, would have been invested in some form of security. Is there
any law that would have said to you, having purchased the company
and its pension fund, how you would have to treat that fund in terms
of its investment? •
For example, could you have reinvested that fund in Park Electro-

chemical?
Mr. PASTERNAK. That would depend, I think, upon the terms of the

agreement. I don't think—I am not sure—there is any specific law
which limits the manner in which pension funds may be invested. I
am not completely familiar with that field.
The CHAIRMAN. That is strictly hypothetical in this situation. Yet,

often there are funds that are invested in a company, and there is
particular allure to that investment when the company is in trouble.
I think you gentlemen know that. This suggests to me another area
where we had better be vigilant in understanding practices to see
whether we have responsibility through law to make guidelines here
1-oo.
Mr. PASTERNAK. I think that is correct. It is very much like the State

:aws which require funds of banks, capital funds of banks, to be in-
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vested only in certain types of securities. That might very well be a
guide fur the type of investments that pension funds are able to make.
As far as I know, in New York State—I don't know other States—

there is no law which requires pension funds to be invested in any
particular manner. If you violated what might be internal revenue
regulations in connection with investment of those funds it is pos-
sible that there might be some penalty attached. This just occurs to
me, but I am not sure at all of that conclusion.
The CHAIRMAN. Thank you very much, gentlemen.
Now we will turn to our schedule of this morning and call for Mr.

and Mrs. Bernard Russ.
I am sorry, Mr. and Mrs. Russ, that we have had to change the

order. You have been very patient, and we appreciate it.
Mr. Russ. We appreciate being able to talk with you.
The CHAIRMAN. Mr. Russ, will you tell us where you folks are from

and describe your experience to us?

STATEMENT OF MR. AND MRS. BERNARD RUSS, WANTAGH, LONG
ISLAND, N.Y., FORMER EMPLOYEES OF COLUMBIA GAS SYSTEM
SERVICE CORP.

Mr. Russ. My name is Bernard Russ. I live on Henry Road in Wan-
tagh, Long Island, N.Y.
I was employed with Columbia Gas System Service Corp. in New

York City from February 1946 through September 1969. That is 5
months short of 24 years.
I started there right out of high school as a messenger and mail boy.

When I left I was manager of the budget department. I had anywhere
from eight to 10 people under me.
I started there, as I said, in 1946. I got drafted in 1950 and went to

Korea. I came back in 1952 and started college in the evening under
the G.I. bill.
As I progressed in college, I progressed at Columbia Gas. And I

worked myself up to managing the budget department.
In January 1968, Columbia Gas announced to the entire New York

office that they were going to relocate to Wilmington, Del., sometime in
1970. A whole year went by, and we thought we were going to relocate
to Wilmington, Del.
Then, in the early part of 1969, I was informed that my department

was going to be transferred to Columbus, Ohio, where the data-proc-
essing installation was.
We considered going to Columbus and we went out there in April of

1969 and spent the weekend looking at homes, and so forth.
We decided that we were shocked at the prices and it was not eco-

nomically feasible for us to move. Where we live now we have a very
low mortgage and very low interest rate-41/2 percent. As a matter of
fact, it would have doubled had I gone to Columbus, Ohio.
So I thought I really should look around and see if I could do bet-

ter in New York. So I did, and I got a job starting at $2,000 more..
When I went back to management and told them that I wasn't going

to Columbus, Ohio, that I had a job right now at $2,000 more, they
made me an offer to go to Wilmington, Del., and they would match
the present salary. But I was already committed, and I thought they
should have made this earlier.
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So I decided to leave Columbia. To be vested at Columbia Gas you
had to have 10 years of service, but you had to be 45 years of age. I
don't know what was so magic about 45.
I asked this many times, and I never got a suitable answer from

them.
So I was not vested, simply because I wasn't 45 years of age,

although I had almost 24 years of service. So I left, not being vested.
What also annoyed me—and I think this is an important point to

bring out, when I left Columbia I was 1 month short of being 41
years old, so I had over 4 years to go before I was 45. When they
know that you are not vested, they hold this over your head because
they know the chances are you are not going to leave, that you really
need this pension.
To add insult to injury, while I was leaving I heard that to lure

the people into staying at Columbia until they left New York, they
would give them 4 months' severance pay, and to those people who
had over 10 years of service but were not 45, they would give them a
special annuity. But it was done very discriminatorily and very hush-
hush. Why, I don't know, because there was never anything in writing
on it. I have never seen anything in writing on it.
When Columbia left New York, the people that did stay were

sent a special letter telling them that when they became 65, they
should notify Columbia Gas and that they would be given this special
annuity.
Now, here is a case where they broke the rules to lure people to

stay until they left New York City, which, again, I don't think is fair.
I realize that I can be vested in another company. I am still young

enough to do that. But I have lost 24 years of my life, which I can-
not accrue to another pension, which is an awful lot of years to put
in and lose.
The company I am presently employed at—I just have to be there

10 years. There is no age restriction.
The CHAIRMAN. This is the disturbing part of that Columbia plan.

It is years of service and reaching a certain age. Here you had only
10 years required and age 45, and you had 231/2 years but hadn't
reached 45.
Mr. Russ. I think it is age discrimination, really.
The CHAIRMAN. I think it is more than that. I think there is the

leverage to hold a man in.
Mr. Russ. That is right.
I was annoyed that they didn't make the offer to me to go to

Wilmington, Del. I had originally considered going. But they didn't
make me the offer to go to Wilmington, Del., until after I informed
them I was leaving. Then they made me the offer with $2,000 more.
But, as I said, I had already committed myself, and I felt that at

least this way I could stay where I was.
The CHAIRMAN. Your present employment is with American

Standard?
Mr. Russ. That is right.
The CHAIRMAN. And this plan has years of service, but doesn't

have the age requirement?
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Mr. Russ. That is right.
I might add that the pension at Columbia Gas was noncontributory,

but every time you came up for a review for wages this was always
considered part of the package. Since the pension was noncontrib-
utory, this was part of your second wage, so to speak. They considered
this very strongly.
The CHAIRMAN. Mrs. Russ, what is your situation?
Mrs. Russ. I also was employed at Columbia Gas starting in

September 1947 and leaving, of my own accord, in March 1964. I
left there with 17 years of service, and I also do not have any pension
rights.
I left because we were going to adopt children.
I feel there was age discrimination. I was only 34 years old at the

time I decided to leave.
Mr. Russ. Combined, we have over 40 years of service. And neither

of us has anything to show for it, which is very unfair because
many people came in long after we did, and I trained them on the
job. On the day when they left New York City, these people who
were 45 got a vested pension, and I didn't.
The CHAIRMAN. When do they get paid?
Mr. Russ. When they become 65.
I asked them once why the age 45 was required or put on as a

restriction, because there are so few people in the New York office
who have over 20 years of service but are not age 45. I don't think
there were even 10. I think the cost probably would have been neg-
ligible to cover these people. But they shrugged it off. I never got
an answer.
The CHAIRMAN. How about severance pay? Did you lose out on

that, too?
Mr. Russ. I lost out on that because I did not stay until the day

Columbia Gas left New York.
The CHAIRMAN. That is a traditional requirement for severance

pay, to stay until the doors are actually closed?
Mr. Russ. Yes. And I left a year before they left New York.
I wrote and asked for the annuity once I heard about it, this special

annuity that they were giving people to keep them staying there.
I asked for it. I wrote a letter to the chairman of the board, whom
I knew personally. I got a very cold reply back from the vice president
of employee benefits, saying that since I didn't stay until the very
end that I wasn't eligible.
But the important part that I want to stress is that I left Columbia

Gas strictly because they left New York. If they had stayed in New
York, I never would have left, because I had a very nice job. I would
have gotten a good pension. I was set. But for personal reasons I
decided not to go with them, and I lost everything only because 1
wasn't 45.
Had they stayed, I had no reason at all to leave.
The CHAIRMAN. Here is another situation where we wrote, having

learned of your experience, to Columbia Gs System Service Corp.,
now at Wilmington, inviting them to come here and make a statement
or testify. They have written a letter that says that they would not
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be testifying. They did want to reserve the right to respond in writing,
and they will submit a statement.
These also will appear, and then we will await their statement.
(Copies of the letters referred to follow:)

U.S. SENATE,
COMMITTEE OF LABOR AND PUBLIC WELFARE,

Washington, D.C., July 14,1971.
Mr. R. TAYLOR CLOUD,
Director, Employees Benefits,
Columbia Gas System Service Corp.,
Witmington, Del.
DEAR Mn. CLOUD: On March 1, 1971, by Senate Resolution 35, the U.S. Senate

ordered the Senate Subcommittee on Labor to conduct a study of the private
pension system in the United States, with special emphasis upon the need for pro-
tection of employees covered by these funds.
As you were advised on July 13, 1971, by a staff member of the Senate Sub-

committee on Labor, Mr. Bernard N. Russ of Wantagh, New York, had informed
the Subcommittee of alleged hardship resulting from inability to qualify for a
pension under your pension plan. These were discussed with you in order to ascer-
tain appropriate explanation in response to the difficulties recited.
The complainant has been invited to testify before the Subcommittee on Labor

on or about July 27, 1971, on hearings to be held pursuant to the Senate study
of private pension plans. It will be for the purpose of presenting the problem
alleged.

Accordingly, the Subcommittee on Labor similarly invites your organization
to designate a representative to appear to testify with respect to your pension
plan benefits relating to Mr. Russ, and matters alleged by the complainant. It
would be appreciated if you would indicate expeditiously whether you will
appear. In the interim, please forward a copy of the pension plan and such other
publications which you issue relating thereto. Your assistance is appreciated.

Sincerely,
MARIO T. Nam,

Special Counsel, Subcommittee on Labor.

COLUMBIA GAS SYSTEM SERVICE CORP.,
Wilmington, Del., July 23, 1971.

Mr. MARIO T. Now,
Special Counsel, Subcommittee on Labor,
Committee on Labor and Public Welfare,
Washington, D.C.
DEAR Mn. NOTO : I am enclosing herewith a copy of the official text of the

Retirement Income Plan for Col-umbia Gas System Companies as amended to
include Plan changes effective January 1, 1971. We are in the process of revising
our benefit booklets and final drafts reflecting the current Plan are not yet avail-
able; however, I am including a copy of the booklet describing the Plan as it
existed prior to the January 1, 1971 changes.
I appreciate your invitation to appear at the Subcommittee hearings beginning

on or about July 27, 1971. My schedule precludes my being able to attend the hear-
ings, but I would like to reserve the right to respond in writing.

Yours very truly,
R. TAYLOR CLOUD.

The CHAIRMAN. We certainly thank you for being with us and giv-
ing us the benefit of your testimony.
Mr. John Gojmerac and Joseph Wojnarowski are our next witnesses.

We are very glad to have you both with us and we thank you for ap-
pearing. Both of you gentlemen are from Johnstown, Pa?
Mr. GOJMERAC. Right.
The CHAIRMAN. Mr. Gojmerac, do you want to state your experience

to the committee?

v
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STATEMENT OF JOHN GOJMERAC AND JOSEPH WOJNAROWSKI
FORMER EMPLOYEES OF HAWS REFRACTORIES CO., JOHNSTOWN,
PA:

Mr. GOJMERAC. Mr. Chairman and Senators, I am John Gojmerac of
JOhnstown. I have worked in the Haws Refractory from 1929. That
would be a little over 42 years to this date. We have a pension plan
down there that was functioning normally up until sometime in June,
wasn't it, last year?
MT. WOJNAROWSKI. Yes.
Mr. GOJMERAC. They were making payments of $95, and some were

less, according to the former contracts. All of a sudden at the middle
of the year they called us up to the office and said they would have to
cut the pensions down, that the funds were going down low because
they shut down two plants, I believe. One was at Lewistown and one
was at Johnstown. They had about 13 members with age plus service
on pension.
It was in January of this year when some of the older pensioners

came to us with letters that they received from the bank in Johnstown,
which said, "We are sorry that we cannot send your checks this month
as the company has not forwarded any funds," and I think they said
the money was down to around $200. We have not heard- a word of
the fund between the three trustees up until this year that there was
no money in the fund.
So that leaves us with the plant that was shut down with about 20

men that would be eligible for pension that cannot draw a penny,
20 out of about 33. Besides, we have lost our vacations. We cannot
get them until the next day we would work and the last word we had
they closed up altogether last Friday .at the last plant they had.
The CHAIRMAN. When did you go to work at the Haws Refractories?
Mr. 'GOJMERAC. In 1929.
The CHAIRMAN. You had an unbroken employment there until 1969?
Mr. GOJMERAC. That is right.
The CHAIRMAN. That is 401/2 years.
Mr. GOJMERAC. Plus the 2 years I was carried on the seniority list,

you know, after being laid off. Then I would have to renew my service
with a registered letter after 6 months.
The CHAIRMAN. What did you consider your pension rights were

while you were working there? What did you expect after you reached
the retirement age?
Mr. GOJMERAC. I am not just speaking for my condition because

I was the president of the local. I am talking about the rest too. But
as far as I am concerned, when they shut down the first plant I was
eligible to go on age plus service if I would have gone. But we were
not given an option because I, being one of the three oldest—prob-
ably the oldest that was working then, or second oldest, was kept
on to demolish the plant and move the equipment down to the other
plant. Then they put us on a roster and gave us service of 7 years in
the new plant. Our service covered for pension and vacation but we
were just like new men down at the new plant.
The CHAIRMAN. How many years did you think you had to work

there for this company to get a pension?
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Mr. GOJMERAC. Well, the contract calls for it at 65. Where it is 60,
I believe it is 60 if the place is shut down.
The CHAIRMAN. Aside from a plant shut down, how many years

did you have to work for this company to get a pension?
Mr. GOJMERAC. Fifteen years and it was prorated up to 25 for a

full pension.
The CHAIRMAN. But you got pension rights after 15 years with

the company?
Mr. GOJMERAC. That is right. As far as shutting down, it was 55

years plus 20 years service, I believe, somewhere arouni there. I
would have right now a combination of about 102 years age and serv-
ice at that rate.
The CHAIRMAN. Let me ask you this, how about men older than

yourself? Are they collecting pensions?'
Mr. GOJMERAC. They stopped everything.
The CHAIRMAN. How about men that retired while you were work-

ing there? Did they collect pensions for any period of time?
lMr. GOJMERAO. Yes, they were keeping the pensions up until I

would say around June or July 1970 sometime. Then they sent them
letters. They called a committee together and they cut the pension
down to half in order to make it last because the funds were running
down.
The CHAIRMAN. How much was the pension? How much a month?
Mr. GO,TMERAC. Well, some were $95 on the latest plant at that

time. They were cut down to half, $47.50. Some were on at $60 from
a good while back yet, years back. The top pension then, I believe.
was $60. They were cut down to $30 or $28 and some cents.
Then as of this year in January, after we found out what hap-

pened we called a meeting with the company representative and the
union and we went up there. We found out also that they did not pay
one man of the other plant that they shut down, and they had about
30 men eligible for age plus service pensions for a year already be-
fore that.
The CHAIRMAN. The company stopped business altogether last week

I understand.
Mr. GOJMERAC. One of the oldest employees we have, who is sort of

a boss of the machine shop, told me that when I was leaving. I just
ran into him. It was new to me to see him walking around on a work-
day. He told me that they had not even paid him last Friday, which
was a regular payday.
The CHAIRMAN. How many plants does this company have?
Mr. GOJMERAC. I think we had three under this plan. The Kittanning

plant was under this payroll; Canonsburg was one; Lewistown No. 7
yard, and No. 6 yard. Four plants were under this plan.
The CHAIRMAN. Are they all closed?
Mr. GOJMERAC. Right as of now they are.
The CHAIRMAN. What did you do at these plants?
Mr. GOJMERAC. I?
The CHAIRMAN. What was the work of the refractory?
Mr. GOJMERAC. They poured brick and things for electrical fixtures.

I do not know what you call them. Anyhow, they poured them in-
stead of casting them or pressing them out on a machine. That is the
work they did at Seaboard. At Lewistown, they made silica for the
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longest number of years. The two Johnstown plants made clay prod-
ucts. Canonsburg and Kittanning made clay products. Silica went out
and they changed back to clay in just about all the plants. Now they
are all out.
The CHAIRMAN. Mr. Wojnarowski, do you have anything to add?
Mr. WOJNAROWSKI. I was laid off in July of 1970 and I only had 22

years service. But I will be 65 February 22 next year. The reason I
did not apply for social security when I got laid off was that I applied
for unemployment compensation. That was $60 a week and I was en-
titled to 30 checks. If I had gotten the social security then a big per-
centage of my unemployment compensation would be deducted. I was
waiting for there to be a recall and just kept on drawing unemploy-
ment checks. When they ran out, they put me on this new extension
plan that they have in Pennsylvania for 9 weeks.
A couple of weeks ago that run out. My income is nil. You see, I

would not be entitled to a full pension. I would be prorated. With
just 22 years I would get just so much. I think it would come to around
$40 a month or 835 or something like that.
The CHAIRMAN. When will you be collecting social security?
Mr. WOJNAROWSKI. I will be 65 on February 22. I am going to apply

next week to give them plenty of time to get everything in order. I do
not think I will get my first check until March of 1972. Otherwise I
get the big sum of nothing. I have got a good sized vacation pay coming
too, but I cannot get that unless I report for work 1 day, but now they
are shut down so that money is gone.
The CHAIRMAN. Do you know anything about the company's situa-

tion and their financial position? Did they go into bankruptcy?
Mr. GOJMERAC. Not that we know of yet.
Mr. WOJNAROWSKI. As far as we know they closed up a few days

ago.
Mr. GOJMERAC. We are not sure yet whether that is for good. We are

told they shut down and they carried two watchmen at the other plant
in Johnstown. They carried four and the last couple of weeks they
laid off two. I guess it was over insurance that they had to have watch-
men and now they have taken them off altogether.
The CHAIRMAN. At any rate, they did not create a fund for the pay-

ment of pension benefits.
Mr. GOJMERAC. That is right.
Mr. WOJNAROWSKI. We had a pension fund and they were supposed

to pay so much an hour. They started with 7 cents an hour per man
in 1950 or 1951. In every contract they have this raised up. The last
one was 371/2 cents an hour straight time and then about 15 or 16 cents
more for time and a half. I think it came to 57 cents an hour per man
a day for double time work.
As far as the pension fund is concerned, I have been trying to find

out since the latter part of 1959 where the money is, is he putting it
in or anything like that, and I never could get no answers.
The CHAIRMAN. Mr. Gojmerac, you were an official of the union

and were in on the bargaining sessions.
Mr. WOJNAROWSKI. I was the secretary-treasurer.
The CHAIRMAN. You were both officials?
Mr. WOJNAROWSKI. Not of the pension funds.
The CHAIRMAN. No of the union.
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Mr. WOJNAROWSKI. The local.
The CHAIRMAN. You were in on the bargaining sessions when it

came contract time?
Mr. WOJNAROWSKI. One time I was on it.
The CHAIRMAN. As part of the bargaining you were fighting for a

larger contribution to the pension fund I assume.
Mr. GOJMERAC. That is right.
The CHAIRMAN. And you fought pretty hard?
Mr. WOJNAROWSKI. Right.
The CHAIRMAN. Did they resist you pretty hard?
Mr. GOJMERAC. You worked pretty hard for that too in the refrac-

tory plants.
The CHAIRMAN. Of course you do. But when you were around that

table bargaining for your union contract, you were fighting for a
larger contribution to the pension fund, I suppose.
Mr. WOJNAROWSKI. Now wait a minute, let me put it this way. Him

and I did not have a word to say. Your vice president of the interna-
tional was, like they say, the chairman of the negotiating committee
for all of those. Then they had the regional director from each dis-
trict. They were doing the negotiations.
The CHAIRMAN. The international? You were there at the meetings,

wern't you?
Mr. WOJNAROWSKI. We were there.
The CHAIRMAN. Weren't they fighting for a bigger contribution

at the hourly rate to the pension fund?
Mr. GOJMERAC. What we think, we should have been notified that

the thing was going down like it was and not just drop a bomb out of
the sky and say there was nothing there.
The CHAIRMAN. Did they resist when the union wanted it to go up

so much an hour as the contribution to the fund? Did the company
resist that? Did they fight that? Did they want to keep the amount
down?
Mr. WOJNAROWSKI. No, no. I would say the opposite. I think they

were glad. You see, that come out of the package.
Mr. GOJMERAC. It just came off the wages.
Mr. WOJNAROWSKI. Let me have the floor: please. Now, say the pack-

age was $4. They say, all right, this is going to include your wages,
your insurance, your pension funds. That is going to be split, and
then there will be so much for funeral leave, and so forth. The bigger
amount they took out of that package for the pension fund the less
we got an hour in rates. When that last one came up that they were
supposed to take 50 cents, that total package was $4. Instead of us
getting that, it was supposed to go to the pension fund. It was sup-
posed to go.
The reason I say supposed to go I do not know if a cent ever went

into it. When I inquired asking them all this stuff some of them told
me to keep my nose clean, that it was none of my business. Others said,
"Yes, it is being put in there."
I said, "What do you mean by putting it in there?"
They said, "Well, the company is putting the money in."
I said, "How much?"
They said, "Well, what the company is supposed to put in there."
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I said, "Show it to me. I know how many men are working over-
time and stuff like that." But I asked, "Are you putting the proper
figures into the fund, nobody knows that."
We did get a report about this pension fund, and our pension com-

mittee said they were 18 months behind. A short while later, I do not
know how long, we heard they were 40 months behind. Lately I have
heard that it was 18 months behind. What they mean by being 18 thonths
behind I do not know. But if it is based on the money they were sending
in when the men were working at $4 a day I do not see how they could
figure they would be 18 months behind if they were only supposed
to send $2 per man in there. We cannot get any figures.
With my being secretary-treasurer, if I goof up in sending the

Internal Revenue our form and the one to the Labor Board they
send it back and want a correction on it. If I make a penny mistake
they want a correction on it. I have to put every penny in. But no-
body believed they even had to report it. I think they are supposed
to report it, but I do not know anything about it.
The CHAIRMAN. You told a very clear story. It is a sad case that

you men are faced with, I will tell you that. That is why we are here
working with you to correct the situation that you faced in your
working period and now that you are at retirement age.
I am advised that this particular company had a responsibility

under the law to report to the Department of Labor and their report
shows they owe more money out of the fund than they had in the
fund at the time of their last report. We have invited this company
also to appear before the committee. I will include in the record
the letter we wrote to the company and also their reply, in which they
respectfully decline our invitation to appear at this hearing today.
(The letters referred to follow:)

U.S. SENATE,
COMMITTEL ON LABOR AND PUBLIC WELFARE,

Washington, D.C., July 14, 1971.
Mr. E. E. SLICK, Jr.,
Haws Refractories Co..
Johnstown, Pa.
DEAR MR. SLICK: On March 1, 1971, by Senate Resolution 35, the U.S. Senate

ordered the Senate Subcommittee on Labor to conduct a study of the private
pension system in the United States, with special emphasis upon the need for
protection of employees covered by these funds.
Mr. John Gojmerac of Johnstown, Pa. has informed the Senate Subcommittee

on Labor of alleged hardships resulting from his inability to obtain a pension
under your pension plan. These were discussed with Ralph Maneval of your
company in order to ascertain appropriate explanation in response to the diffi-
culties recited.
The complainant has been invited to testify before the Subcommittee on Labor

on or about July 27, 1971, on hearings to be held pursuant to the Senate study of
private pension plans. It will be for the purpose of presenting the prOblem
alleged.

Accordingly, the Subcommittee on Labor similarly invites your organization
to designate a representative to appear to testify with respect to your pension
plan benefits relating to Mr. Gojmerac, and matters alleged by complainant. It
would be appreciated if you would indicate expeditiously whether you will appear.
In the interim, please forward a copy of the pension plan and such other publi-
cations which you issue relating thereto. Your assistance is appreciated.

Sincerely,
MARIO T. NOTO,

Special Counsel, Subcommittee on Labor.
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HAWS REFRACTORIES CO.,
Johnstown, Pa., July 23, 1971.

Mr. MARIO T. NOTO,
Special Counsel, Subcommittee on Labor, U.S. Senate Committee on Labor and

Public Welfare, Washington, D.C.
DEAR MR. Nom : In response to your letter of July 15, 1971, copy of same

enclosed, we respectfully decline your invitation to appear before the Sub-
committee on Labor on July 27, 1971, for the reason stated below.
The reason for Mr. John Gojmerac not being awarded a pension was that he

did not qualify for a pension. This entire question has many times been before
the pension officer of our company, the local union committee and officials, and
more recently, the Regional Union Director. This presents an uneasy situation
both for Mr. Gojmerac and for us. However, we are both bound by the Pension
Fund terms which were approved by the Union and the Treasury Department
and are presently binding.
We have enclosed a copy of the Pension Fund and Supplements along with

copies of all correspondence on the matter. We feel that after reviewing supple-
ment dated January 16, 1960 on Page 13, Paragraph 3, Section 13, and the en-
closed correspondence, your conclusion will be in accord with ours and the various
union officials.

Very truly yours,
E. E. SLICK, Jr., President.

The CHAIRMAN. Of course we are under a responsibility now to
follow up on their filings under the law, and if they have not filed to
learn why not, and perhaps we will have the further responsibility to
subpoena them if we do not get a satisfactory response from them.
Mr. WOJNAROWSKI. There is another thing, but I do not know if it

would be proper for this committee. They are 5 months behind. They
have gotten the dues from the guys that are working. They are behind
March, April, May, June and July.
The CHAIRMAN. In checkoff?
Mr. WOJNAROWSKI. Yes, and they did not remit it. Now, they were

behind on it last year in October, November, and December. So when '
I sent my monthly statement in to the international I put a note in
there saying there was no checkoff. The next month there was still no
checkoff. So finally in June I asked 2 months' checkoff for the months
they were behind in 1970. Then a short while ago, the last day of June,
I got a checkoff for 1 month, for the month of February.
Now they are behind March, April, May, June, and July. I wrote a

letter again to the international, their secretary-treasurer. I put in red
ink on top, "Behind. No checkoff received. Company behind 5 months
in dues which they collected from the members and did not remit."
Here is how that works. The money is deducted from the workers.

The checkoff and the check are sent to the international union here in
Washington. They take their per capita tax out of there and send the
balance to me, to the local union. They do not send the money to me
from the company direct. It goes through the international union and
from the international union to me. We have got $34 left.
The CHAIRMAN. How many people worked for this comnany ?
Mr. GOJMERAC. When? You mean at the last count? I think it was

about an average of 35 in each plant under the system that they were
making. them. At most, I think we ran around 100 men during the war
period in each plant. I think the total they had at one time was about
324, and they were down to 54 at the last count.
The CHAIRMAN. Thank you very much, gentlemen.
We will recess until tomorrow morning at 10 o'clock.
(Whereupon, at 4:10 p.m., the hearing was recessed, to reconvene at

10 a.m., Thursday, July 29, 1971.)
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THURSDAY, JULY 29, 1971

U.S. SENATE,
SUBCOMMITTEE ON LABOR OF THE

COMMITTEE ON LABOR AND PUBLIC WELFARE,
Washington, D .0 .

The subcommittee met, pursuant to recess, at 10:20 a.m., in room
4232, New Senate Office Building, Senator Harrison A. Williams, Jr.,
chairman of the subcommittee, presiding.
Present: Senators Williams and Javits.
Subcommittee staff members present: Mario T. Noto, special coun-

sel; and Michael Gordon, minority counsel.
The CHAIRMAN. Come to order, please.
We will open the hearing today with the statement of Mr. Allen

H. Sorenson. Mr. Sorenson, please.

STATEMENT OF ALLEN H. SORENSON, BOUNTIFUL, UTAH, FORMER
EMPLOYEE OF S. H. KRESS & CO.

The CHAIRMAN. My notes tell me you made quite a journey today
from Utah.
Mr. SORENSON. Yes, sir.
The CHAIRMAN. We certainly appreciate your making that long trip

and coming here. The forum is yours .and thank you.
Mr. SORENSON. I would like to say thank you to you and Senator

Javits for the opportunity to appear before this committee today.
My name is Allen H. Sorenson. I reside at 385 South, 850 East,

Bountiful, Utah. I was born in East Garland, Utah, May 18, 1924.
In 1919 I gradutated from Utah State University and joined S. H.
Kress & Co. as a management trainee. I eventually managed several
of their stores as well as heading up their national training program
in New York. In all, I was in the employ of S. H. Kress & Co. 22
years. On April 1, 1971, my services were terminated. When informed
of my termination I asked what the reason was, and Mr. Schultz, my
regional manager, advised me I was being fired because of an inven-
tory shrinkage. I refuted his reasoning by telling him that shrinkage
had been less than the previous inventory had been in any year for the
past 3 years. He then said, "I am firing you because of your inability
to get sales." At that point, I told him that my sales decrease was no
greater than any other merchant in downtown Salt Lake, that my
volume was larger than our other Salt Lake store which had just
opened in the new shopping center. My dollar-decrease was less than
any of the other Utah stores even though my volume was considerably
greater. He said that he was not interested in others' problems but

(343)
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he felt that there was an opportunity in the Salt Lake store, and he
said furthermore, "You have not completed some of the specific in-
structions that I gave you regarding store operation the last time I
was in the store." I asked him to be specific; he said, "You have not
changed your simplicity pattern and TV display. I informed him
that he had told me that he would send additional Simplicity-pattern
cabinets and that the two moves were related. I had not received the
cabinets and it was impossible to complete.
The same day that I was fired he called Honolulu

' 
Hawaii, within

a day or two at least, he called there and fired the district man for
S. H. Kress who had in excess of 35 years with the company. One
week later they terminated the manager of our Seattle Pike S'treet
store who had over 35 years service. On June 5, my office supervisor
in the Salt Lake store was fired. The reason they gave her was, "Not
suited for work." She had been with the company 21 years.
Moving backward a little bit, while I was in our New York office,

I was aware of at least one study regarding our pension costs. At
that time, President L. P. Johnson—this was shortly after GENESCO
had taken control of the company—requested the personnel division
to determine the costs of pensions for certain employees. These were
people that were nearing retirement age and we determined the cost
and related it back to their hourly rate, and a letter was sent out to
the various district men, suggesting that these employees be retired
early because of the cost to the company, and that their hourly rate
would not justify the economics of them remaining in our employ.
This policy I feel has continued since our pension was merged into
GENESCO's plan on March 14, 1968. Practically all of our long-
service employees in the company had been retired early, or dismissed
for flimsy reasons for such as I was dismissed. Our pension fund had
a 15-year and age-50 vesting. My age was 47 when I was dismissed.
The CHAIRMAN. Say that again.
Mr. SORENSON. 15 years and age 50.
The CHAIRMAN. All right.
Mr. SORENSON. The pension that I was working under required the

employee to pay 3 percent of his annual salary up to $3,000, 6 percent
over i$3,000. The pension benefits at age 65 were equivalent to 1 per-
cent for each year of service up to a maximum of 35 percent.
The CHAIRMAN. One percent of what?
Mr. SORENSON. Your highest annual salary.
The CHAIRMAN. The highest.
Mr. SORENSON. My pension certificate shows that based on my earn-

ings as of March 14, 1967, it would have been $4,044 retirement. I have
contributed to the plan with interest, approximately $4,850. The com-
pany's contribution to the plan is approximately $5,000. Since I have
been terminated from the plan GENESCO has advised me that they
are willing to return my portion of the pension with interest, but only
if I will sign a statement showing that I 'resigned from S. :H. Kress &
Co. They refused to return their portion of the pension contribution.
One other thing that I might add was that 9 months prior to my

termination when I was transferred to the Salt Lake store, a letter
accompanied by personal history that read, "Attached is personal
history for Allen Sorenson. Allen has done an excellent job of making
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a profit and exercising controls in this district. I am sure you can rea-
sonably expect the same performance."
The CHAIRMAN. What are you doing now, Mr. Sorenson?
Mr. SORENSON. I am employed by Stag's Drug in Salt Lake City as a

receiving clerk.
The CHAIRMAN. How long had you participated in the Kress pen-

sion plan?
Mr. SORENSON. You have to be with S. H. Kress & Co. 10 years before

you can participate in the plan. As I recall it, I joined in March of
1958, and participated through March 14, 1968.
The CHAIRMAN. There were no contributions of any kincl by you or

the company to a fund for your later retirement for those first 10
years?
Mr. SORENSON. No, sir.
The CHAIRMAN. Is that a customary procedure where there is an

employee contribution plan?
Mr. SORENSON. I am not aware of other plans so I can't state that.

The plan I am currently under, you begin to participate and the com-
pany participates after 30 months of service. Under the plan that I
am currently hoping to get into, vesting takes place after 6 years, and
at the end of the sixth year you get 20 percent vesting, the following
years 40, 60, and 80, and 100 percent after 10 years, also this plan pro-
vides that upon death, retirement, or total disability I have complete
vesting. It also provides that when you attain age 45 you have complete
vesting. So I feel that the plan that I am currently hoping to get into
is very good. Somewhat different than the plan that I was orginally in.
The CHAIRMAN. When will you be eligible to begin participating in

that plan?
Mr. SORENSON. I have been with the company now 3 months.
The CHAIRMAN. And you say that there you have to have 30 months

before you can participate?
Mr. SORENSON. Correct.
The CHAIRMAN. You had exactly 10 years contributions under the

Kress plan?
Mr. SORENSON. That is correct.
The CHAIRMAN. When did Kress become acquired by GENESCO ?
Mr. SORENSON. In October of 1963.
The CHAIRMAN. Were you asked personally to estimate pension costs

of employees?
• Mr. SORENSON. No; this was handled by a different area of the per-

sonnel division.
The CHAIRMAN. When did that happen?
Mr. SORENSON. It was in the early 1961 months or during 1964.
The CHAIRMAN. When was your employment terminated?
Mr. SORENSON. April 1, 1971.
The CHAIRMAN. By how many years were you short of vesting?
Mr. SORENSON. By 3 years. Now, our plan also provided that you

could take an early retirement, however there was a penalty of 3 per-
cent for each year that you elected to take early retirement. So, actually
I could have retired at age 50, taken a 45-percent cut in pension rights,
and still had a pension at age 50 and 6 months.
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The CHAIRMAN. What would your percentage benefit have been at
the early retirement at age 50?
Mr. SORENSON. Well, if I had attained retirement age it would have

been $4,044.
The CHAIRMAN. At age 50?
Mr. SORENSON. No • that was at age 65.
The CHAIRMAN. What would your early retirement benefit have

been?
Mr. SORENSON. It would have been 55 percent of that or roughly

$2,200.
The CHAIRMAN. As a lump sum?
Mr. SORENSON. No; I would receive monthly benefits on that basis,
The CHAIRMAN. I don't understand that.
Mr. SORENSON. We have in our plan a schedule which doesn't show

the monthly breakdown for payments.
The CHAIRMAN. What does that $2,000-plus figure represent?
Mr. SORENSON. That would have been my annual pension, $2,200

annually.
The CHAIRMAN. I see.
Mr. SORENSON. It would have been broken up into 12 equal

payments.
The CHAIRMAN. You were just 3 years short of that?
Mr. SORENSON. That is correct.
The CHAIRMAN. After 21 years of service?
Mr. SORENSON. Twenty-two.
The CHAIRMAN. Twenty-two years of service. I understand from

the statement that our investigator took in conversations with you,
that this suggested a pattern to you of firing people who were close
to retirement age.
Mr. SORENSON. This is correct. As I pointed out, since April 1, in

my region alone, I know of four people who have been terminated who
are reaching the critical age of either vesting rights or the retirement
age.
The CHAIRMAN. Are you familiar with the nature of the fund and

how it is invested?
Mr. SORENSON. Let me just read to you from our pension plan:

•

How does the plan operate? The complete plan is set forth in a trust agree-
ment signed by S. H. Kress & Co. and Manufacturers Hanover Trust Co. of
New York which is the trustee acting on your behalf.

I am skipping one paragraph here. •
Your contribution, and those of the other employees and the company's con-

tributions for retirement pension benefits are paid into the fund, held, managed,
and invested by the trustees. Under the supervision of the pension committee
funds are held in this trust fund for the benefits of employees participating in
the fund, and cannot be used for any other purpose, and at your retirement the
trustee will pay your retirement pension benefits from this fund.

The CHAIRMAN. Do you know how the money is invested by the
trustee?
Mr. SORENSON. I do not. I currently understand that the money is

no longer in that fund, that GENESCO since they have merged our
pension fund into theirs, has sold the Kress real estate to the Kress
pension fund so that they are able to use the pension moneys.
The CHAIRMAN. Say that again.



347

Mr. SORENSON. GENESCO has sold Kress real estate to the Kress
pension fund so that they are able to use the money that has been set
aside for our pensions.
The CHAIRMAN. And then does GENESCO pay to the fund as a

lessee of the properties owned by the fund?
Mr. SORENSON. Yes, this is the way it operates. Now, the GENESCO

fund is a noncontributory fund, and you must reach age 65, as I
understand the fund, before you can get any benefits from it.
The CHAIRMAN. In other words, the plan was changed when the

ownership changed?
Mr. SORENSON. Some 5 years later, yes. I understand that it has not

been approved, or at least we have not been advised that the changev has been approved by the Internal Revenue.
The CHAIRMAN. One more question before turning to Senator Javits,

I don't understand the nature of your interest in the money that you
contributed to that fund. This was on a withholding basis? From your
salary?
Mr. SORENSON. Based on your annual salary, you could contribute—

well, you were required to contribute a specific amount based on your
average earnings for the previous year.
The CHAIRMAN. Then you own that outright, that part you con-

tributed? The statement here suggests that you have not received it
yet.
Mr. SORENSON. I have not received it yet because GENESCO re-

fused to refund it until I send in what they call a cash disbursements
sheet showing that I resigned.
The CHAIRMAN. Did you resign?
Mr. SORENSON. No, I did not resign.
The CHAIRMAN. Senator Javits ?
Senator JAVITS. Are you going to sue them to get your money back?
Mr. SORENSON. I have a lawsuit, yes.
Senator JAVITS. You have it pending?
Mr. SORENSON. Yes.
Senator JAVITS. How long has it been pending?
Mr. SORENSON. It was filed approximately 2 weeks ago.
Senator JAVITS. Have they answered yet?
Mr. SORENSON. They came back with a counteroffer of one addi-

tional week's pay.
Senator JAVITS. When you say that, is this a suit for severance pay

or a suit for your pension contribution?
Mr. SORENSON. I was working under an employment contract at the

time I was fired.
My employment contract specified that I give the company 30 days'

notice before termination. They agreed to do the same. I did receive
30 days' severance, and our contract also provided we would get vaca-
tion pay based on company policy, and according to that, I did not
get all my vacation pay either.
Senator JAVITS. But you are not suing for your pension contribution?
Mr. SORENSON. Yes.
Senator JAVITS. What have they answered fo that?
Mr. SORENSON. I have had no reply.
Senator JAVITS. They did want you to sign the resignation before

you get back what you yourself contributed voluntarily.

66-500 0-71—pt. 1 23
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Mr. SORENSON. Yes, in fact I have the form here if you would like

to see it.
Senator JAVITS. Yes, let's have the form.
Now, they had an absolute right to fire you, didn't they, except for

the small amount that you might get in severance pay, is that right?
Mr. SORENSON. I think their reason was very petty.
Senator JAVITS. I understand that, but they had that right?
Mr. SORENSON. They had that right.
Senator JAVITS. They could have fired you 2 days before your pen-

sion vested, is that right?
Mr. SORENSON. Yes.
Senator JAVITS. Under the terms of the pension agreement you

would be cutoff?
Mr. SORENSEN. Yes.
Senator JAVITS. Isn't that a feudal system in your judgment?
Mr. SORENSON. It is.
Senator JAvrrs. You are owned by the boss no matter how long you

have worked, no matter how much you have accumulated. At the last
minute, it's entirely up to him if he cuts you off and he doesn't have
to give a reason, is that right?
Mr. SORENSON. That is right.
Senator JAVITS. Were you a member of any union?
Mr. SORENSON. No, sir.
Senator JAvrrs. And you are a manager?
Mr. SORENSON. Yes, sir.
Senator JAvrrs. You manage the other employees in the. name of

the employer?
Mr. 'SORENSON. Yes.
Senator JAvrrs. Do you consider yourself a member of the great

middle class?
Mr. SORENSON. I do.
Senator JAvrrs. You don't consider yourself a blue collar worker?
Mr. SORENSON. No.
Senator JAVITS. You are not an agitator, are you?
Mr. SORENSON. I hope not.
Senator JAVITS. Would you consider this fair treatment for an em-

ployee who worked 22 years?
Mr. SORENSON. I would say not. If this had happened to one of my

employees, I would have been bitterly disappointed and I would have
gone to bat for that employee 100 percent.

Senator JAVITS. Now, when you were working all these 22 years, you
knew all about your pension right?
Mr. SORENSON. I understand my pension very well.
Senator JAVITS. Was that a factor in your making the contract with

the company, your remaining with the company, your accepting the
compensation the company offered you?



349

Mr. SORENSON. Definitely.
Senator JAVITS. How often did you renew your contract?
Mr. SORENSON. We renewed that yearly.
Senator. JAVITS. So you renewed that contract preliminary to firing,

when"?
Mr. SORENSON. It was August 1, 1970.
Senator JAVITS. Do you have your contract with you?
Mr. SORENSON. No; my lawyer has it.
Senator JAVITS. Is there anything in your contract about the com-

pany's pension fund?
Mr. SORENSON. Nothing.
Senator JAVITS. Because you were not contributing, it's noncon-

tributory now?
Mr. SORENSON. That is correct.
Senator JAVITS. You stopped contributing 5 years ago when they

changed the plan.
Mr. SORENSON. Yes. In other words, the benefits that we had accrued

under the Kress plan were placed into the GENESCO plan as of
March 14, 1968.
Senator JAVITS. So your contract said nothing about the pension

plan but you had it in mind when you signed your new contract?
Mr. SORENSON. Definitely.
Senator JAVITS. As an important aspect of your compensation.
Mr. SORENSON. In fact, I knew if I reached age 50, and I had no

doubt in my mind that I wouldn't reach age 50, I would be entitled to
the benefits based on my retirement.

Senator JAVITS. Now, you said that the company sold Kress real
estate to the pension plan, the fund. There is not necessarily anything
wrong with that, is there?
Kress real estate is a pretty good investment.
Mr. SORENSON. Well, except the real estate that they have sold are

all downtown properties and, of course, most downtown properties
are deteriorating fast.
Senator JAVITS. You are making my point for me. What I wanted

to emphasize is that this is completely self-dealing, in other words,
they have the pension fund, and they did with it what they wanted.
There is no arm's-length transaction; is that correct?
Mr. SORENSON. That is correct.
Senator JAVITS. But the real beneficiaries of the pension fund are

not GENESCO, it's the workers.
Mr. SORENSON. Employees of the old S. H. Kress & Co.
Senator JAVITS. And they have nothing to say about it.
Mr. SORENSON. Absolutely nothing.
Senator JAVITS. They had nothing to say about the selling of Kress

to GENESCO.
Mr. SORENSON. No; many of us at first would not exercise our

options to settle at the price they offered for the company.
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Senator JAVITS. That is your own stock.
Mr. SORENSON. That is correct.
Senator JAVITS. I must say, Mr. Sorenson, that you helped us im-

measurably, because it does illustrate very clearly just how this whole
system works, especially for the people considered to be the backbone
of America.
Mr. SORENSON. I would like to add one thing: I knew that when I

came up here I had nothing to gain insofar as my pension was con-
cerned. But I felt it very essential that I do appear, that I try to help
the generations that will follow so that some legislation might come
forth that will protect all American workers.
Senator JAVITS. Mr. Sorenson, you believe, do you not, there should

be some period of time a person has to work before he vests any pension
rights; do you agree?
Mr. SORENSON. Yes, I feel that vesting is something that has to be

in favor of both parties. If the contractual arrangement is not such
that it will benefit both parties, then it's not good for either party.

Senator JAVITS. You don't object to the fact that if a person worked
less than the—whatever would be a reasonable period of time—and
he gets no pension benefits, you don't consider that to be unfair, do
you?
Mr. SORENSON. No,I don't. I feel that in order to build the type of

an organization that most businesses must have to progress and ad-
vance, that there must be something to hold that employee a short
time.

Senator JAVITS. But 22 years is a pretty long stretch after which to
be fired and be left emptyhanded, is it not?
Mr. SORENSON. Right.
Senator JAVITS. And this certainly affronts your conscience, and you

believe it should affront the country's conscience?
Mr. SORENSON. I feel it should.
Senator JAVITS. One last question, Mr. Chairman. I think the record

should note that notwithstanding this particular case history, the ques-
tionnaire responded to by GENESCO does not answer part III which
would have given us information on just such forfeitures as are the
situation before us.
I ask unanimous consent that part III of the questionnaire of

GENESCO be made a part of this witness' testimony.
The CHAIRMAN. It certainly will be. As a matter of fact, the response

to many of these questions is handwritten and somewhat illegible. But
it all adds up to one thing, they say the information is not available.

Since they are in possession of all the information, this is not only
unresponsive, it's an evasion.
The CHAIRMAN. Have you had dealings with the supervisor of retire-

ment benefits, Mr. Safer?
Mr. SORENSON. No.
The CHAIRMAN. Do you know him?

p.
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Mr. SORENSON. No, all my correspondence has been with Mr. W. H.
Bland.
The CHAIRMAN. Where is he?
Mr. SORENSON. He signed this letter as secretary of the S. H. Kress

& Co. Pension Committee. W. H. Bland.
The CHAIRMAN. Where is he?
Mr. SORENSON. 111 Seventh Avenue North, Nashville, Tenn.
The CHAIRMAN. This is the same office in which Mr. Safer works.
Mr. SORENSON. In fact, during the weeks and months that followed

the acquisition of S. H. Kress & Co., Mr. Bland was in and out of our
office quite frequently obtaining personnel records from S. H. Kress
& Co.
The CHAIRMAN. In answer to part 2 of our questionnaire, plan profile,

the fourth question deals with funding. We prcivide for filling in the
appropriate blank: "self-administered," "trust," "other," "insured,"
or combination." They checked under funding that it is self-admin-
istered, and that it is a "trust."
You say the trustee is the New York bank?
Mr. SORENSON. At the time the plan was initiated under the Kress

system it was Manufacturers Hanover Trust Co. of New York.
The CHAIRMAN. Was that changed with the acquisition?
Mr. SORENSON. We have never been informed that it has been

changed. However, I do have one letter in my possession that possibly
I should read to you. That was handed to me just as I left Salt Lake
to come up here. It says:
To persons receiving pension payments from the S. H. Kress and Company

retirement plan: As YOU know, Manufacturers Hanover Trust Company of New
York has been for many years the paid agent of the S. H. Kress & Company
pension trust fund. Since it will be advantageous for the Kress pension trust
fund to use the same paying agent used by GENESCO retirement pension fund,
effective with the enclosed check dated January 1, 1970, your pension checks will
be sent to you by the GENESCO Disbursing Corporation rather than the Manu-
facturers Hanover Trust Company.

So evidently it has been removed from that bank.
Senator JAVITS. Mr. Chairman, just by way of completing the record

and as a basis for recalling this particular employer, I would like to
point out the answer to question item 28 in our questionnaire which
asks them to list and identify all employers contributing to the plan
and in whom the plan has vested its assets. And they indicate that
information is not available. Nevertheless, the staff, with the annual
D-2 report on file with the Department of Labor got some different
answers.
I ask this be identified for the record, and it is for the year ending

December 31, 1970, file No. 020271 which can be set forth in the
record. They list the contributions received from employers and iden-
tify all employers among those contributing, and I ask unanimous
consent that the schedule—Schedule 1—be made a part of this
testimony.
The CHAIRMAN. That will be done.
(The following was subsequently supplied for the record:)



Leiria•tnieiit ri, tate •
f aim 1,2

Revised PAS
(1367),/

352

EMPLOYEE WELFARE OR PENSION BENEFIT PLAN
budget Eure,ONlrbatalitIlS
Form aphiceed

ANNUAL REPORT FORM
i7) 

. Enter file number which has been
assigned by the U.S. Deht. of lame,

Annual Report for Year

Ending  12 - 31 - 69 
(Mcrith) May) (Year)

e_(_•• File No. WP- 020271

This form is prescribed by the U.S. Department of Labor for use by plan administrators in publishing, as required by the Welfare and Pen-
sion Plans Disclosure Art. anneal repels Di empin foe welfare or ',vision benefit plans. Use a separate form for each separate employee we.
.:,..re benefit plan, and each separate employee pension benefit plan, as these terms are defined in the Act and for each plan combining welfare
and pension bene:its.

I
I PLEASE ENTER INFORMATION FOR EACH ITEM. REFER TO INSTRUCTIONS BEFORE COMPLETING FORM.

I 

INSTRUCTION NUMBERS CORRESPOND 10 ITEM NUMBERS ON THE FORM.

Ma tw- - il ---o -c-o-pies- of ti; for- m completed in accor0ance-y-4th tber. instructions and two copies of eath accompanying document to the

I Office of tabor-Management and Welfare-Pension Reports. U.S. D.:par-Wield of Labor, Washington, D.C., 20210.

PART I—TO BE COMPLETED BY ALL PLANS I

Part I--SECTION A
Except at Otherwise i d cat d1 Items in Part I Should be titled in or Marked "None" or "N .A." (Not Applicable) as Appropriate.

f 1. Name of Employer, Employer As °elation.
1 or Employee Organization With Which

Plan Is Identified GEAESCO, :INC. '
I 2. Street Address of Principal '

Office of Pen  111 Seventh Ave., N. liashvilie.. T"=" Ignw .(Number) (Street) (C:ty)

1 3. Name of Plan (See page 3 of instructions)  GENES CO Retirement Flau 

• Part I--SECTION

1. Indicate try checking the appropriate box below the type of plan for which this report is being submitted: •
7-1 a. 3r,ysi,rion ;arc or benefits in event of oickre",.--."•...,-,*

ploy:Tient, throirgh the purchase of insufance..of
gi b. Pension Benefit Plan (Provides retiren-ient benefits by the purchase of insurance, annuity contracts, or otherwise, and includes any

profit-sharing plan, savines and thlift .an, or stock puichase plan that provides benefits at or after retirement. includes death
benefits supplemental to a pension plan and retirement for age, service, or disability).

2. Check the category that best describes the groups covered by the. Plan:
0 a. All emnloyee.s 11 b. Hourly rate employees fl c. Salaried employees n d. Other (Specify): .  

/ 3. Has the Plan been amended during the reporting year? ai Yes 0 No

4. Indicate by checking the appropriate boxes the types of benefits and the method of providing such benefits.

METHOD OF PROVIDING BENEFITS

TYPES OF GENIFITS ilISUIarICe LAW..., Sweet.. ,T.est
or OthgttaFrAz,ation

  (1)  (2)
Medical.  

0
Dental

0
Surgical  

-0
Hospital  

0
Disability inccme (Sickness am! accident, etc.) 0
Accidental death and dismemberment 0
Death 1=1
unemp!oymen, ....
Retirement (For age, service, oi disability and including sup),le-

mental death benefits) . -1.71

Other (Speciiii .. .... ,... . 111
".7,"'

ei ei
M(tia.ne,iguFalc

(3)

ti,

Empl.RITTF

tr.I.t.

ULIN BED) 

ft 

'
(4)

0
.,.-_,

,:: ".

0
nr-
0• ,C,-

i. 0 . -;

.7. 

' 

E.
"F 

-

0 --.: ..,
.. i .1

0- - s:
0 • ,— - _. 0_

.:-..
g 0

L3
 

:.:::::. ;" I",;` :-...1.',..;',:."`," '..:',.: ',':;.:",17-',;`,, -̀..1".1.?.';',`:.';'.`..o.',..1!-, ',..c..'•'.77;s. 7,', 7.17;1: 'di r.r..7. ro b:c.7.1.',=,,. (Do not include bemTda 1,Nneded Mr... an .....'''''-i.witt;Zi.portit.ii..iid by a Fund. These are to be renorteo in Catorny II,) a: Int.i..e. ••! I



353
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Ernplatr.... lTotal .1.ni-Zirr.d 1-!. zittad

/ /..  

_
— 

L .
S.$ s  
 / -$.......-...........................$_

'Enter total in This column it it differs trorn amount in Column 5.

INSTRUCTIONS TO ADMINISTRATOR OF COMPLETELY UNFUNDED PLAN

IThe completion of PARTS I and II provides all the information requirrd by the Act the An -annual report of a Completely Unfunded Plan.
The administrator of such a plan, after completing PARTS land II, should execute and attach the signature arid verification section in accord. I
anCe with the MOr..t 1CM, end mail hen copies of the completed form to the Office of Labor-Management and Welfare-Pension Repeet, I
Washington, D.C.1, 20211). I

1 '

2
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Part IV

; IV data for trust or other separately maintained fund are to be completed for a plan involving a 
trust or other separately maintained

J. It also is to be completed for a plan which: (1) Has incurred expens
es other than: (a) Payments for unfunded benefits or (b) Insur-

e or annuity premiums or subscription charges paid to an imurance carrier or service Or other o
rganization; or (2) Has assets other than:

Insurance or annuity con.racts or (b) Contributions in the process of payment or collection.

Part IV—Section A
Statement of Assets and Liabilities

tif Plan  GENESCO Retirement Plan 

at Beginning   ( 3.  — 4. 
(Year) 

.  and Ending (12
nth) 

(c. onth)
3a.3i '''''''(O (Ye

.
(Sap)

File No.1 WP-020271 3

 '

sh  

ceivables:
Contributions: (See Bern 18)

(1) Employer .

(2) Other (Specify)
Dividends or experience rating refunds  

Other (Specify) _ACCOunt S...ReceiVAble  

zstments: (Other than real estate)
Bank deposits at interest and deposits or shares in savings and loan associations

Stocks:
(1) Preferred  
(2) Common  
Bonds and debentures;
(1) 4..:ow.r7nncrit.obligatiPim:

(a) Federal  
(b) State and municipal  

(2) Foreign government obligations  

...ommon 1 rusts:
1.) (Identify) rzegesn_Ynn14,4 _Thx,est,nent

2) (Identify)

End of End of
Prim. Year Atepornng Year

63,830  $  18,217

_ '

4,500
16,000

4,500
U.„000

Trust - Market Value 5_1,805,764_1 

Identity and indicate percentage et -ownersnip by ibis man in trii:
:1)  
'2)  

estate loans and mortgages

Is and Notes Receivable: (Other than real estate)
ecured
insecured

perated   I .14.39 1.4916
•ther-re.al estate . ...13-Aental TrPp.,447-tl-ea ---•   7cin (Sop 

r Assets:
7;crued income
repaid expenses

811.537 
20%300l1 

thee (Specify) lease_ 1(ights..8..Lease Contracts Receivable-Net s  587.12 —

Total Assets  $ 54.031,447  _14149234,209_ 

LIABILITIES
-arice and annuity premiums Payable liability to Termixiat_ed 'Employeet $ _ 4367,521  $. 1.,46,018 
id -claims -(Net-covered by--inseran^e)  

r

• 

1_2430.8455..

 _ 

 11,029  

liabilities (Specify)   

f.44..,R4.5
red expenses   

_—.
1324-41

  _-

--
ants payable  Zratarl1Cd a:Mt InCer.t.rt 1  

..._.. ,....._

--

ye for future benefits Total Funds fi Reserves  51-344-042 39_179.305 
Total Liabilities and Reserves $ 54.01T. 4L7— sn on-4 "nu

4,
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tbe t,tal of fund assets ;ehr..r. f;taterrient of Assets and Liabities) which have:••• ,cority for loans or ,of worrier $

;. anviurtt of iiabilities (as inclmiod c , t• p.a vear's Statement of Assets and Liabilities)
lignieAted or reduced. during the reporting year, wthout disbursement of cash. (See Instructions) $  1,233.924

Ind,ate total amount of assets (as valued on ti. o St toment of Assets and Liabilities) acquired during the
ocilin year, in any marther other than !,y put, h',. (Si, Instructions) . $ 389.,602

. Indicate total amount of assets (as valued on the above prior years Statement of Assets and I abilities)
which. during the reporting year, have been disposed of in any manner other than by sale. (See In-
structions) ..... $  NONE 

I aey employer contributions are overdue for 6 months or longer, enter the total amount of such arrearage here
o the extent that such amount is known or determinable $  NONE

licate accounting basis by check. ri Cash TX Accrual

ns On a cash basis must attach a statement of signifiraht unrecorded assets and liabilities.

de basis of determining the amount at which assets listed in Part IV. Section A, Items 1 through B. ore carried and reported ......

17 a) Unearned Rent 1,233,924

b) Net Assets of Phoenix, Inc. Employees

Pension Trust Fund combined with GENESCO

a„.—val letter

dated 2/5/70) 320,207
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Part IV—Section B
Statement of Receipts and Disbursements

,e of mao GENESCO Retirement Plan

Year BcginrOlg  1 - 1. 69 o.rat EndinF7 32 31 69 
cMonth) (Day) (Year) cAonth) (Day) (Year)

CASH RECEIPTS

rFTI-e No. WP- 020271 •"7 

if

Contributions: (Exclude amounts entered in !tern 2)

a. Employer (Schedule 1)    $ 489,348

b. Employee  
c. Other (Specify)  71.626
d. Total Contributions  

Dividends and Experience Roting Refunds From Insurance Companies 

Receipts From Investments:

a. Interest 
b. Dividends 
c. Rents 
d. Other (Specify)  
e. Total Receipts From Investments 65,000

$  560,974

65,000

Receipts From Sole of Assets:

a. Sales to parties-in-interest  $-
b. Sales to others 
c. Total Receipts From Sale of Assets (Schedule 2)  

Other Receipts:
a. Loans (Money borrower!) 

b. Other (Specify)  See Schedule II 1,618,136 

c. Total Other Receipts 3-618.136 
Total Receipt.  $ 2,244,310 

CASH DISBURSEMENTS

Insurance and Annuity Premiums Paid to Insurance Car-
riers and Payments to Service Organizations (Inc)ud-
ing Prepaid Medical ficas) $............

Benefits Provided Directly by the Trust or Separately
M.iintairred Fend 

. Payments to an Organization Maintained by the Plan for
the Purpose of Provioieg Benefits to Participants
(Attach latest operating statement of the Organization
-shewine. ettet,i! -of edminist,,e4yeeev.eenses, svooiies,
fees, etc.) 

. Payments or Contract Fees Paid to Independent Organi-
zations or Individuals Providing Plan Benefits (Clinics,

1

. Administrative Expenses:
a. Salaries (Schedule 3) 
b. Allowances, expenses, etc. (Schedule 3) 
c. Taxes 
d. Fees and commissions (Schedule 4) 
e. Rent 
f. Insurance premiums  
g. Fidelity bond premiums 
h. Other administrative exoenses (Specify)  
1. Total Administrative Expenses  

?. Purchase of Assets:
a. Investments: (Other than Teal estate)

(1) Purchased from parties-in-interest    $.
(2) Purchased from others 

b. Real Estate:
(1) Purchased from parties-in-interest 
(2) Purchased from others 4,000 

is Total Purchase of Asset., 

i. loans (Money loaned) ................

S. Other Disbursements: (Specify)
a.  Participants Withdrawals  .....
b. . Participants and Employee84,162
E. Total Other Disbursements .Contributions.ltefunded• 17n.692____

.. •
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• ra:t iV—Section C

Supporting Sc.d s:or Specific Hems Shown
on Section a—Statemont c Receipts and Disbursement,

1 1 69 and Endirig 12  31  69
-(Mond) (Day) (year) (T.onth) (Bay) (year)

If more space Is itmulred attach additional sheets properly identified. Shoe total of additional listings in space provided.

/ SCHEDULE 1

Contributions Received from Employers
(Detail of total shown for Item la. Statement of Receipts and Disbursements)

Name and Location of Earloyet. (See Instructions) Contributions ReceivedAuring Reporting Parted

See Schedule I

Subtotal from additional listing   $ 489,348 

Total  To Item la. $ 

-

Riceipts From Sale of Assets
(Detail of total shown for Rem 4c. Statement of Receipts and Disbursements)

Category of Assets Sold

(2)

Cost

(2)

Book Value

(3)

Gross Sales
Price Amount Received

(Net)

(6)
Cash
(4) Or

$ $

'11

$ $ $

,

ibtotal from addonal
listing fr$

1$
fE

$ fs' $ 4, .......
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Part IV—Section E

Trust Fund Pension Plan Data

of Plan  GENESCO Retirement Plan
File No. INR__ 020271

This section is to be completed to the extent applicable for those pension plan benefits funded through the medium of a trust.

mber of Participants: (as of 1-1-69)

a. Retired  
900

b. Active (exclude those in lc.)  38,812

r. Separated from employment with vested -51 benefits

ox and Basis of Funding.—The methods of funding and determination of costs currently being used for the Plan are to be stated here. (See
tructions.)

Entry Age Normal Cost - Frozen Initial Liability Method

tuarial Assumptions and Methods
-.4!Istarh a ctatprnpnt at fhp actuarial assumptions and methods -currently being used in determining the contributions. A copy of the

nt, nt thn tnrpcnIn, ri -
cots or reports submitted as attachments should be appropriately identified. Where under the type and basis of funding, figures are entered
Item 4, below, a further statement is required showing the actuarial assumptions and methods used in deriving the liabilities of the pension
an; including a description of the precise meaning assigned to each of the terms of Item 4 below with respect to the amounts shown. (See
structions.)

r!ttatarnant .4-1f ,a,tnaria I asuiMptinzig -attar:hell AX I Yes II No

Actuarial report attached  El Yes FA No

flaunt of current and past service liabilities as determined by tire last actuarial valuation:

(1) Total accrued actuarial liability including any past service or supplemental cost (Before any 'offset for as-
sets entered    74,692,987

(2) Current service or normal cost (Use 'theannual amount 'from 'the last valuation)  $  2,382,990 

Inter the amount of the applicable reseives •  $  59,057,81_1 •

ate of last valuation  1-1-69 

ate the-name and business address of the actuary or other person who made the valuation.

Name   E. Alexander ov



4441I
.4

359

SIGNATURE AND VERIFICATION

 (_

I File No. WP— 020271

: of Plan ..GENES.00..11e.t imement..P.lan 
Under 18 U.S.C. Section 1027 each person required to sign this report is personally responsible for the filing of such report arid for any
;lent therein which he knows to be false or for knowingly failing to report facts required by this report to be disclosed.

•tecords providing in sufficient detail the necessary basic information and data -from which the report and other documents filed may toe
.d, explained or clarified, and checked for accuracy and completeness must be maintained and kept available for examination for at least
cars after the date of filing the report. These records include vouchers, worksheets, receipts, and applicable resolutions.

this report shall be signed by the administrator in the space provided and the information contained in it (including sections, schedules, and
documents attached) shall either be (1) sworn to by the administrator before a Notary Public Dr other officer authorized to administer oaths.
certified to by an independent certified or licensed public accountant, based upon a comprehensive audit conducted in accordance with ac-
1 standards of auditing. If method (2) is used attach the accountant's certificate, which shall state facts indicating that the above require-
are met, and check this box:

Certification described in (2) above is attached. I

INDIVIDUAL SIGNATURE

-he undersigned declares under the applicable penalties of law that he is ...........A.S.SiStant..SgCTet4131 
(Title)

 UNESCO.  INC,  which is 'the adrninist,atur, and he is
(Employer or employee organization)

uthorized to signln? and on behalf of the administrator and that the information in this report (including the information contained in any
panying exhibit, sredules and attachments) has been examined by him and is to the best of his knowledge and belief, true, correct, and
ate. /

ign here  /  
v4-

GROUP SIGNATURES

of

e undersigned individuals constituting the administrator of the plan, each for himself declares under the applicable penalties of taw
info' mation in this annual report (including the information contained in eny±errnmpanying docernentt) t=stc.--,..=-nined ;by tim
best of his knowledge and belief, true, correct, and complete.

Title

en here   Sign here  

.....

7-)

VERIFICATION

signed end sworn to before me—

'This _ 4112  
4

.day
0.40.10

-

(Ala.. RONA

/
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Ctic: Tfts12.

CASH DIE J VI

DIV. V2N002 NO. 

II I

;11[1 1111I ii

16 17

L3.2j

Check Payable To L1 L L s'A /2.1_
18 20 25

Street Address I
41

Dote

Amount
of

Check S  

,' 1 1 I I 
30

_I I 1 I 1_ 1 I L I 1 I 1 1

Street Address  I1
16 17 18 20

City and State  t
41

45 50 55
I !

GO

25 33 32 Zip Coc, 41

I tit 1 1 1 It !
45 50 55 GO

t61117 INVOICE NO. 24125 PAY-DATE _
mo. --i—onr—r

P Y

I GENERAL LEDGER ACCOUNT NO. 44
•

COST
45 53

62D1SCOUNT,710
FC ll 111! ,_

'IRETAIL Anticipotion Disc. D razIChr II co,E j•
:IR? 17 D'vision r Account 1'1 Store 1

33 , Control '! Number F . Number
Sub.
Clan 54 1 Dayi % '% I 6;', • OR 705

.: :
: •.:i i ' i t :

. :

. .•.i . I I , 1
! .ni i •7

i : • i : 1 .' '
• •

1
•. i• '
 ..

•
:. .•

•
11 • it •

•
• • • • I 1H. ! II ,

i i_1_ ' i h. i

---•
I 11 '. 1.I , , .;

. :
•:

1 TOTALS :. :: :

Social Security•#  2--

Plan  a 
Type of Payment:

5/Li' Termination Date 

Location  

Reason for Leaving:

9-1-7/

EX Lump Sum FeResigned
Ci Installment E] Retirement

El Monthly [7] Quarterly
Ci Semi-Annual Ti Annual

I hereby request payment of
vested amount in the manner
as indicated above

Personnel Manager

Approved:
For Payment 

Approved:
For Account

•••
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Senator JAVITS. Common stock, Genesco, $63,486. That is in addition
to the cash contribution from Genesco which is shown by the schedule.
They seem to have very detailed information for the Department of
Labor but none for us. So I think, Mr. Chairman, this may very well
be one of the employers whose appearance we ought to insist on.
The CHAIRMAN. Agreed. That material will be included in the

record. I might say we are including this Genesco one-time payment
cash disbursement voucher. This is the voucher you would have to
submit in order to be reimbursed for your contribution?
Mr. SORENSON. That is correct, sir.
The CHAIRMAN. I see that whoever helped you with this form under

"reason for leaving," has checked the box "resigned."
Mr. SORENSON. The form as you see it is exactly as I received it.
The CHAIRMAN. I will include in the record, too, our July 22 letter

registered to Mr. Paul Safer at 111 Seventh Avenue, Nashville, asking
him to appear here. We did not receive a letter in reply, but we got a
phone call, and, at that time, he declined the opportunity to testify.
This we will include in the record, too.
Senator JAVITS. Thank you, Mr. Chairman. I want to join the Chair

in thanking Mr. Sorenson. You have been very helpful and really
patriotic in supporting us in dealing with similar situations. You
have been very helpful in respect to this legislation.
The CHAIRMAN. Yes, you made a great contribution, and as I men-

tioned at the beginning, you undertook a long journey to help us and we
appreciate it, Mr. Sorenson.
Mr. SORENSON. I appreciate having the opportunity.
The CHAIRMAN. We have no further witnesses scheduled for this

morning and this will conclude our hearings for now. Of course, there
will be other hearings which will be announced later.
During these 3 days of hearings we have heard the testimony of

workers from all parts of this country, who have told us of their hard-
ships and sorrows over the realization that pensions for which they
had labored many years and believed to be theirs had turned into
illusory promises. In relating their unfortunate accounts these wit-
nesses were voicing the problems and inequities of many of their co-
workers not only in the same plant or employment, but of many other
coworkers in our country.
Through the stories of these witnesses the Congress has learned that

there is a need for corrective legislation. They have verified the com-
plaints which have poured into the subcommittee, and to many other
Members of Congress. They establish that private pension plans have
problems in lack of adequate vesting provisions, premature termina-
tion of plans, insufficient funding to meet pension responsibilities, and
of the need for stringent fiduciary requirements.

Additionally these hearings have corroborated the many complaints
that workers are not being given an understandable and accurate pic-
ture of what they are entitled to in their pension plans. Although they
are led to believe that they will enjoy certain retirement benefits, they
realize only too late that many of the promises are illusory or unreal.
It is. apparent that there is a need for employers, and pension plan
administrators and trustees to inform workers specifically of the cir-
cumstances or conditions under which they may not receive pensions
in addition to those which do in fact make them eligible.
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The March 31, 1971, study, which I released together with Senator
Javits, established that of 6.9 million workers who had been covered
in 51 plans and had 11 years or more of service, only 4 percent or
253,118 workers received any kind of early or deferred retirement
benefits. The witnesses who have appeared before this committee have
brought to life the statistics represented.
•The subcommittee will continue its study to determine similar and

additional problems which may exist in our private welfare and pen-
sion plan systems and hopefully provide legislation to remove these
hardships in our private pensions.
Senator Javits.
Senator JAVITS. Thank you, Mr. Chairman.
First, let me note the unusual diligence and degree of preparation

by the chairman and by the staff in connection with these .hearings.
There is no question about the fact that legislation is essential in this
field and we find required more every day by the testimony of wit-
nesses.
Second, let me extend my appreciation to each witness who has

appeared and who has traveled distances and in some cases taken the
risk of personal loss or embarrassment by appearing, and I assure
them that we deeply appreciate it. It will contribute greatly to the
well-being of future workers and to the public interest. Also, if there
is any way that we can—and I know the chairman feels just as I do—
help them should they be embarrassed or threatened with any loss, we
certainly would do so.

Finally, Mr. Chairman, it seems to me that it emphasizes the bal-
ance we have to keep in these hearings. On the one hand there are
illusory expectations of the benefits to be attained through pensions.
On the other hand, there is the absolute power of the employer to end
those hopes at any moment, even almost minutes before the time for
vesting in terms of retirement occurs.
This is a kind of a feudal system, it seems to me, over American

workers, and I think we have the authority and indeed the duty to do
something about remedying it by law.
We understand—and proposed legislation certainly reflects it—

that there are many employees who will lose benefits through working
a short time, and that there should be a proper threshold for the
number of years of work before any benefits vest. But it seems highly
unfair to men and women who have worked 15, 20,25, 30 years or more
and at the end, notwithstanding that the pensions are supposedly
built in as an element of their compensation, they find themselves
stripped of pensions by the sheer unilateral action of the employer or
by the necessity for leaving the job for reasons which are really in
many cases beyond their own control—just the facts of life.
Also, Mr. Chairman, people should not be under the impression that

every penny of any conceivable liability should be funded. We know
that that might reduce rather than increase the pension benefits and
the number of plans. But some decent regard for the hazards of busi-
ness as well as for the power of employers to merge funds, to merge
companies, to terminate or liquidate companies, and to end plans. All
this should be considered in respect to the funding. And we find no
attention to that really as far as I have been able to see in what is
alleged to be an actuarially sound approach to pension plans.
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So, Mr. Chairman, I would conclude from what we have heard so
far that while being eminently reasonable on all these issues and being
eminently practical, there is an enormous amount of injustice which
has grown up in the system, and legislation is urgently needed to
correct it. We will be enormously helped by what we have heard in
designing the proper legislation.

Finally, Mr. Chairman. I think that we really must have the testi-
mony of employers. I note that the Chair has already expressed itself
both with respect to inviting those who will appear voluntarily and
also, if we have to, utilizing the subpena power of the committee in
order to give us a complete record from those employers who may not
wish to appear voluntarily.
Again, Mr. Chairman, I thank the Chair for the Chair's unfailing

courtesy, cooperation, and splendid conduct at these very important
hearings.
The CHAIRMAN. I appreciate that, Senator Javits, and I have felt,

and I am sure the record will reflect that there is a unity of effort here
at the membership level of this subcommittee and certainly at the
staff level, too. This will be, I am certain, constructive and better for
the entire committee membership and staff membership. Particularly
I appreciate working with you day in and day out, and I expect to
for many days to come.

Senator JAVITS. Thank you.
The CHAIRMAN. We Will adjourn.
( Whereupon, at 11:30 a.m., the hearing was adjourned.)

66-500 0-71--pt. 1 24
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APPENDIX

[From the Congressional Record, Monday, Apr. 5, 1971]

LABOR SUBCOMMITTEE PENSION STUDY

Mr. WILLIAMS. Mr. President, for some months the Subcommittee on Labor
has been engaged in a study of pension funds. This study was authorized under
Senate Resolution 360-91st Congress, second session, agreed to March 12, 1970—
and continued by Senate Resolution 35-92d Congress, first session, agreed to
March 1, 1971.
In connection with the study, a survey is being conducted of the operation of

approximately 1,500 plans of the 34,000 pension plans registered with the Depart-
ment of Labor under the Welfare and Pension Plans Disclosure Act.
The purpose of our study is to obtain an indepth and comprehensive under-

standing of the private pension system and its effect on the retirement expecta-
tions of the American worker. Since this work began, the committee has received
a large volume of correspondence from people who thought they were going to
receive a private pension but found out too late that they had no pension pro-
tection.
Some matters the subcommittee will be examining are the eligibility require-

ments for receiving pension benefits, such as age and service for vesting and
continuous service requirements; the level of funding maintained to protect the
worker's benefits; the extent of forfeitures; and the fiduciary standards followed
by the plan administrators.
To date, more than 1,000 of the 1,500 plans sampled have responded to the

survey. We are continuing our efforts to complete the survey; and analysis of the
data by actuaries and accountants on loan from GAO is now in progress. As the
survey and study continue, the subcommittee plans to conduct extensive hearings
into the operations of pension plans where there is a record of workers losing
their pensions or where the plan has been weakened by abuses.
In the interim on Wednesday, March 31, a Subcommittee on Labor Staff

Analysis of some preliminary data on benefits and forfeitures relating to 87
private pension plans was completed and released.

This analysis, which represemts a limited group of the 1,500 private pension
plans included in the study of pension plans underway by" " Subcommittee on
Labor, contains information which I believe should be erest to all of us
who are concerned with the problems faced by older w who are reaching
retirement without adequate income protection.
I ask unanimous consent that my statement, the staff .ysis and the survey

form be printed in the Record.
There being no objection, the items were ordered to be printed in the Record,

as follows:

STATEMENT BY SENATOR HARRISON A. WILLIAMS, CHAIRMAN, COMMITTEE ON
LABOR AND PUBLIC WELFARE

Senator Javits and I have called this briefing in order to place before the
public some background information about the operation of private pension
plans.
The Committee is concerned about the private pension system and its ability

to provide employees fortunate enough to participate in pension plans with a
real promise of a supplement to social security.
In recent years older workers approaching retirement have faced nightmarish

problems in receiving adequate retirement income. For many of them the spectre
of sudden layoff, or job termination represents more than the loss of present
income. All too frequently it can also mean the loss of pension credits built up

(365)
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from long years of service—credits that can never be regained, even with a
new job.
The Subcommittee's activity for some months has been directed to conducting

a survey of certain private pension plans to determine present practices regard-
ing vesting of benefits, the level of assets maintained for funding, the fiduciary
standards observed in fund operations, benefits paid to participants, and the
extent of forfeitures.

Private pension plans involve assets of $130 billion, a growth rate of $10
billion a year and 30 million participants. This survey includes 1,500 plans
representing a significant sample of 34,000 private pension plans required to
be registered with the Department of Labor under the Welfare and Pension
Plans Disclosure Act, and is estimated to cover 60 percent of the participants.
or more than 18 million workers.
Much of the analysis of the data is being done under the direction of actuaries

and accountants assignd to the committee by the General Accounting Office.
While cooperation from the plan administrators has generally been good, there
is still a large number of plans that have not responded to the survey, or who
have responded, but with information that needs further explanation. The magni-
tude of the project indicates that it will be some time before the survey is
completed.
However, some preliminary staff analyses are significant enough to warrant

presenting now. This data released today relates to benefits and forfeitures of
a selected number of plans for the last 20 years. The materials have been dis-
tributed with appropriate explanations. As the introduction states, this is a
preliminary analysis based on a limited sample. To this extent, the statistical
results may change as more work is done, although the problems of retiring
workers will remain. To summarize these results briefly, this sample is based on
a study of 87 plans that completed the survey. The plans. represent assets of
$16 billion and some 9.8 million workers who have participated in these plans
since 1950.
While this data, admittedly, must be viewed from a historical perspective

some disturbing results have been shown. Overall, the data indicated that only
5% of all participants who have left since 1950 in 51 pension plans with 11 or
more years for vesting have received a benefit, and only 16% of all participants
who have left since 1950 in 36 pension plans with 10 years or less for vesting
have received a benefit.
In term s of forefeitures, 92% of all active participants since 1950 who left

the 51 plans forfeited without qualifying for benefits; 73% of all active par-
ticipants since 1950 who left the 36, plans forfeited without qualifying for
benefits.
The study also indicates that substantial numbers of workers who lost their

pension benefits are long service employees. In the 51 plans, for every two par-
ticipants who have received a normal, early, or deferred retirement benefit
since 1950, one participant forfeited with more than 15 years service; for every
one participant who received a benefit, one participant with more than 10 years
service, forfeited, 3 participants with more than 5 years service forfeited, and
16 participants with 5 years service or less forfeited.
In the 36 plans, for every one participants with more than 15 years service who

forfeited since 1950, 24 participants received a normal, early or deferred retire-
ment benefit. For every participant with more than 10 years service who forfeited,
7 participants received such benefits; for every participant with more than 5
years service who forfeited, one participant received such a benefit; for every par-
ticipant who received such a benefit, 4 employees with 5 years service or less for-
feited. Even though the statistical results may change after further analysis and
investigation, the essence of the problem—the worker's plight—remains. These
statistics come to life in the poignant letters the Committee receives every day
from workers trapped by the private pension plans systems. They come from every
part of the country and tell us a tragic story. Some of the experiences are worth
sharing with you. For example:
A man with 28% years continuous employment at a paper mill lost his job and

pension rights—as he put in his letter to me, "One day security—next day noth-
ing for retirement."
A man who is now 64 years old with more than 15 years for the same company

was laid off and could not find work. In applying for his pension he discovered
that he was one year short of eligibility for full benefits. Since there was no quali-
fying job available, he could not get the one year needed in his pension.
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A man employed for 25 years was terminated by his employers "because there

were no more opportunities left for me with the company." The plan had no

vesting provisions so he left with no pension.
All of these workers expressed the same common grievance—they all lost their

pensions but they had no control over the economic forces that conspired to deny

them pensions.
We will release data from other parts of the survey as soon as it is prepared.

We intend to look into the whole matter of funding and vesting levels as well as

party-in-interest transactions, interlocking trusteeship, or directorships and cer-

tain investment practices.
In this connection we have distributed a series of case examples that have been

abstracted from our survey. The identity of the plan has been removed, but the

data contained in the survey form has been presented to illustrate what we are

looking for.
In addition to the survey, we have also started preparations for a series of

hearings into some of the problems not suitable to analysis by questionnaire.

INTRODUCTORY COMMENTS BY SENATORS WILLIAMS AND JAVITS

We are releasing today preliminary statistical data compiled by the staff of the

Senate Subcommittee on Labor, concerning one aspect of the Senate Labor Com-

mittee's study of private pension plans.
In mid-1970, we selected a random cross-section sample of private pension

plans in the United States and sent out 1500 questionnaires to the administra-

tors of the plans. The survey questionnaires are designed to elicit information on

how private pension plans operate in this country and what benefits American

workers derive from them. The questionnaires we received from the administra-

tors of the plans are being studied by our subcommittee, and we expect to develop

further information, to provide further analysis and to release to the public

further results of this study.
As a preliminary step, the staff has analyzed and compared a limited sample

of a group of plans providing no vesting or vesting after at least 11 years of serv-

ice, and another group of plans providing vesting after ten years of service or less.

The limited study reported here compares the numbers of workers receiving

benefits and vested rights with the number of workers who forfeited their rights

to benefits. The study demonstrates that generally employees have forfeited their

rights to benefits in numbers greatly in excess of those who have received benefits

or vested rights, but that in plans with no vesting or more restrictive vesting,

longer service employees lost benefits to a higher degree than such employees
in plans with less restrictive vesting.
We recognize that these samples, which are only preliminary, are not statis-

tically all-encompassing. In that sense, we know that the final results of our

study may show some variance from the numbers and percentages we released

today. However, we believe that even these samples should be of interest to those

concerned with retirement income for American workers.
In an appendix to the staff analysis appear a number of case examples drawn

from the survey which are illustrative of the kinds of problems and abuses being

considered by the Subcommittee.

STAFF ANALYSIS: PRELIMINARY DATA ON THE EXTENT OF BENEFITS AND
FORFEITURES IN PRIVATE PENSION PLANS IN THE UNITED STATES

INTRODUCTION

One of the objectives of the U.S. Senate study into private pension plans is

to determine the impact of private pension plans on participating employees.
The study data of this analysis focuses upon the impact of those plans with no
vesting or restrictive vesting provisions on employees with substantial periods

of service who terminate their employment prior to qualifying for retirement

benefits.
For the purpose of this analysis, "vesting" refers to the provision in the plan

which gives to the employee a non-forfeitable right to share in the pension

fund which covers him in the event of termination of his employment prior to

retirement age. Although, in its literal sense, "vesting" has been sometimes

construed to mean all types of nonforfeitable benefits, including normal, early

or disability retirement benefits, for purposes of this report the term "vesting"
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is intended to mean that on termination of employment prior to retirement,
the employee has a nonforfeitable right to obtain a deferred retirement benefit
based upon both the employer's and employee's contribution to the pension fund.
The purpose of this limited study is to examine and compare the historical

activity of certain pension plans in terms of benefits and forfeiture rates. These
analyses reflect a statistical comparison of the covered participants as between
those who ultimately received benefits and those who did not and is bused
solely on information supplied by plan administrators in response to the survey
form. No projection of any kind is made based on this data.

SAMPLING APPROACH

The entire sample of private pension plans randomly selected for study by
the Subcommittee in July of 1970 consisted of 1500 plans, representing a broad
and diverse segment of the pension industry. Questionnaires (Pension Study:
Form P-1) were mailed to the respondents (plan administrators) selected in
July and August of 1970.
Out of the 1500 plans, over 1,000 have responded. Of those who have responded,

many have so far either refused to respond in whole or in part, have asserted
that they are unable to respond in whole or in part, or have provided data which
appears questionable on its face in connection with Part III of the survey form—
covering data on benefits and forfeitures. As a consequence, many returns will
require additional clarification and completion.

Accordingly, for purposes of analysis, a sample was constructed of data from
a preliminary group of plans that furnished complete answers to Part III. In
addition, in order to create as homogeneous a sample as possible, plans estab-
lished after 1950 and profit-sharing plans were excluded.
The sample consists of two sets of plans., distinguished by the nature of

their vesting provisions. The first set consists of 51 plans with total assets of
$10 billion, ranging in size from plans with over 100,000 active participants, to
plans with under 100 participants.1 In this set of plans, no vesting or vesting
with 11 years of service or more is provided (with some plans having additional
age requirements as well).

Industries in the sample are as follows:

Manufacturing   20
Communications  12
Finance   7
Oil   3
Gas   3
Wholesale and retail  2
Insurance  1
Maritime   1
Construction   1
Service   1

Total   51
No attempt was made to break down these plans by other characteristics, how-

ever, the sample covers both single employer and multi-employer plans,' insured
and non-insured plans, and plans covering hourly-rated, salaried and all em-
ployees. The first set of 51 plans also include eight (8) "contributory" plans, i.e.,
plans in which contributions are made by both the employer and the employees.'
1 "Participant" was defined by Form P-1 as "any employee or former employee of an em-

ployee or any member of an employee organization who is or may become eligible to receivea benefit of any type from any employee pension benefit plan or whose beneficiaries may be
eligible to receive any such benefit and included preparticipants where contributions werebeing made on their behalf as well as persons still eligible to receive benefits whose serviceis temporarily interrupted."

2 In addition to length of service requirements for vesting of benefits, many plans also
require that a minimum age be attained, e.g., 15 years service and age 45. For purposes of
this analysis, only tae service requirements were considered; the age factor has not yet
been separately analyzed.
3"Multi-employer" referring in this context to a collectively bargained plan to which

predominately unaffiliated employers contribute.
4 In tabulating forfeiture rates, "contributory plans present somewhat of a problem be-

cause it is almost invariably the case that terminating employees who withdraw their con-
tributions will forfeit vested rights in the employer's contributions despite having other-
wise satisfied the age and service requirements for vesting. Where the plan specifically in-
dicated that forfeitures were created by these circumstances rather than by failure to meet
age or service requirements, the figures furnished were eliminated from tabulation. Other-
wise, they were specifically included.
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The second set consists of 36 plans with assets of $6 billion, again representing
a wide range in terms of participant coverage. The distinguishing characteristics
of these plans are that they provide for vesting after ten years of service or less,
regardless of age. Industries represented in the group are as follows:

Manufacturing   21
Oil   3
Gas  2
Utilities   1
Transportation   3
Publishing   2
Insurance   3
Construction   1

Total   36

Neither set of samples can as yet be assumed to be statistically representative
of all industries in the survey.
This set also includes 14 contributory plans.'
It should be noted that many sets of forfeitures figures furnished by the plans

in the sample were based on estimates, in which case a footnote explanation is
contained within the appropriate table. These responses are tabulated exactly
as reported.

ANALYSIS OF 51 PLANS WITH NO VESTING OR VESTING WITH 11 YEARS OF SERVICE
OR MORE

Table 1 depicts the overall comparison of the number of participants who have
obtained retirement benefits from the 51 plans6 since 1950 with the number who
have forfeited.'
Out of a sample covering a total of 6.9 million participants since 1950, 253,118

or 4 percent have received any kind of normal, early or deferred vested retire-
ment benefit. 4.8 million or 70 percent, without regard to length of service, have
left these plans since 1950 without benefits. In terms of the 5.2 million active par-
ticipants who left the scope of these plans since 1950, the total percentage who for-
feited, regardless of length of service, is 92 percent, while the percentage who
received benefits is 5 percent.'
Of the 4.8 million who forfeited without benefits, close to 4.1 million or 85

percent had five years service or less ( Subtable 1-A). The impact of these plans
on longer service employees is reflected in Subtable 1-B. For every two employ-
ees who received a benefit, one employee with more than 15 years of service
forfeited. For every one employee who received a benefit, one employee with
more than ten years of service forfeited, nearly three employees with more
than five years of service forfeited, while 16 employees with five years service
or less forfeited.
Table 2 compares the number of participants who have received vested rights

on termination of employment prior to retirement since 1950 with those who
have forfeited. Less than one percent of the 6.9 million employees since 1950
who have participated in these plans and the 5.2 million active employees who
have left the plans since 1950 have received such vested rights—the precise
number is 21,498.
As Subtable 2-A shows, for every one participant who received such a vested

right, 223 participants forfeited without regard to length of service. Of these
partietipants, five forfeited with more than 15 years service, 13 forfeited with
more than ten years service. 33 forfeited with more than five years service and
186 forfeited with five years service or less.'
Table 3 provides the same comparisons as Table 2 except that it is limited to

the experience of the last five years.

5 See footnote No. 4.
For purposes of constructing this table, as well as the comparable tables for the

sample of 36 plans, workers receiving disability retirement, death, and other forms of
survivors benefits were excluded since receipt of benefits in these circumstances is not
primarily conditioned on meeting age or service requirements. However, the total number
of participants having received such benefits is provided in footnotes to the respective
tables involved.

7 The tables contained separate percentage calculations which indicate that there are
participants still within the scope of the plan who may yet receive benefits.
8 See technical note on page 372.
8 For explanation of variations in totals, see technical note on page 372.
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12,536 participants of 2.9 million participating in the last five years—or con-
siderably less than one percent—have redeived vested rights on termination of
employment prior to retirement. In terms of the 1.2 million active participants
who have left the scope of these plans in the last five years, the percentage who
received such vested rights is one percent.
By contrast, 991,111 participants, regardless of length of service, forfeited

in the last five years. This Constituted 34 percent of the 2.9 million participating
in the last five years but 82 percent of all the active participants who left the
scope of the plans.
As Subtable 3—A shows, the largest number of all of the participants who

forfeited-835,589 or 84 percent—were in the category of participants with five
years service or less. The forfeiture percentages by length of service for the
remaining categories of participants are virtually similar to the corresponding
forfeiture percentages for the last 20 years (See Subtable 1—A).

Subtable 3—B indicates that for every one participant in the last five years
who received a vested right upon termination of employment prior to retire-
ment, 70 participants forfeited without regard to length of service. Of these
participants, two forfeited with more than 15 years service, five forfeited
with more than ten years service, 12 forfeited with more than five years service,
and 67 forfeited with five years service or less."

ANALYSIS OF 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS

Table 4 depicts the overall coanparison of the number of participants who
have obtained retirement benefits( from the 36 plans since 1950 with the num-
ber who have forfeited.
Out of a sample covering a total of 2.9 million participants since 1950, 242,510

or 8 percent have received a normal, early or deferred vested retirement benefit.
1.1 million or 38 percent, without regard to length of service, have left the 36
plans since 1950 without benefits. In terms of the 1.5 million who left the scope
of these plans since 1950, the total percentage who forfeited, regardless of
length of service is 73 percent, while those with benefits is 16 percent.'
Of the 1.1 million who forfeited without benefits, 897,797 or 80 percent had

five years service or less ( Subtable 4—A).
As indicated by Subtable 4—B, 24 employees received a benefit for every one

employee with more than 15 years service who forfeited and seven received a
benefit for every one employee with more than ten years of service who for-
feited.' On the other hand, for every one employee that received a benefit, one
employee with more than five years service forfeited and four employees with
five years service or less forfeited.

Table 5 compares the number of participants since 1950 who have received
vested rights on termination of employment prior to retirement with those who
have forfeited in the 36 plans. Of the 2.9 million who have participated in these
plans since 1950, only 3 percent (91,517 participants) received vested rights. Of
the 1.5 million active participants who left the scope of these plans since 1950,
only 6 percent (91,517 participants) received such vested rights.
As Subtable 5—A shows, for every one participant who received such a vested

right, 12 participants forfeited without regard to length of service. Of these par-
ticipants, ten had five years service or less. On the other hand, nine participants
received vested rights for every one that forfeited with more than 15 years serv-
ice, and two received vested rights for everyone that forfeited with more than
ten years service. For every one participant that received a vested right, 2.5 for-
feited with more than five years service.
Of 1.8 million participating in the last five years s 38,037 participants, or 2 per-

cent, have received vested rights on termination of employment prior to retire-
ment. This number represents 9 percent of the active participants who have left
the scope of the plan in the last five years—the highest percentage in this con-
connection.

332,760 participants, regardless of length of service, forfeited in the last five
years. This constituted 18 percent of the 1.8 million participating in the last five

" For explanation of variations in totals, see technical note on page 372,
11 See technical note on page 372.
12 Many plans in this particular sample reported no forfeitures for participants with

more than 15 or 10 years of service. For those who did report such forfeitures, it is to be
deduced that 10 year vesting or less was not applicable during the entire 20 year period
reported.

13 For explanation of variations in totals, see technical note on page 372.

3
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years but 83 percent of the 400,000 active participants who left the scope of the
plan in the last five years.
As Subtable 6-A shows, 267,583 or 80 percent of the total forfeitures had five

years service or less while 65,177 or 20 percent had more than five years service.
Subtable 6-B indicates that 80 employees received vested rights on termination
of employment prior to retirement for every one employee who forfeited with
more than 15 years service. Of these participants, 26 employees received such
vested rights for every one employee who forfeited with more than ten years
service. Again, employees who forfeited with more than five years service out-
numbered those who received such vested rights by two to one."

A COMPARISON OF 51 PLANS WITH NO VESTING OR VESTING WITH 11 YEARS OF SERVICE

OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS

As Table 7 demonstrates, while only five percent of the active participants
who left the scope of the plan since 1950 obtained benefits in the 51 plans with
no vesting or later vesting, 16 percent of such participants obtained benefits in
the 36 plans in the earlier vesting sample.
To some extent, this is attributable to the larger number of participants in the

36 plans who received deferred retirement benefits based on vested rights ob-
tained when they terminated employment prior to retirement. Only .03 percent
of participants who left the scope of the 51 plans obtained such benefits, while .7
percent in the 36 plans obtained such benefits.
The percentages of those who forfeited with more than five years of service is

fairly equal in both sets of plans ( See Subtable 7-A).
Subtable 7-B shows that in the 51 plans for every two employees with more

than 15 years service who received benefits, one employee forfeited, compared
with the 36 plans where 21 employees with more than 15 years service received
benefits for every one who did not.
A consistent factor is that roughly the same high percentages—in the 80th

percentile—forfeit with five years service or less. ( See Subtable 7-A).
A comparison of those who have received vested rights on termination of em-

ployment prior to retirement is shown by Table 8. Almost three times as many
active participants left the 51 plans since 1950 as left the 36 plans, yet in the
latter group, 91,517 obtained such vested rights, while in the farmer group only
21,489 obtained such vested rights—ratio of over four to one.
The experience of the five years is similar. Three times as many participants

have received vested rights on termination of employment prior to retirement in
the 36 plans as in the 51 plans, despite the fact that three times as many active
participants left the 51 plans as left the 36 plans.

SUMMARY

The benefits, vested rights and forfeiture status of two discrete samples of pri-

vate pension plans that completely answered Part rn Pension Study: Form P-1

was examined. The first sample consisted of 51 plans that had no vesting provi-

sions or vesting with 11 years of service or more. 'The second sample consisted of

36 plans with vesting after 10 years of service or less.
The principal preliminary results are:
(1) Four percent of all participants since 1950 in the 51 no vesting or later

vesting plans have received normal, early or deferred retirement benefits; eight

percent of all participants in the 36 earlier vesting plans have received such

benefits.
(2) Five percent of all active participants since 1950 who left the plans have

received normal early or deferred retirement benefits; 16 percent of all active par-

ticipants since 1950 who left the 36 plans have received such benefits.
(3) 70 percent of all participants since 1950 in the 51 plans have forfeited

without qualifying for benefits; 38 percent in the 36 plans have forfeited without

qualifying for benefits.
(4) 92 percent of all active participants since 1950 who left the 51 plans for-

feited without qualifying for benefits; 73 percent of all active participants since

1950 who left the 36 plans foreifted qualifying for benefits.
'(5) Of the total forfeitures in the 51 plans since 1950, 85 percent were par-

ticipants with five years service or less; of total forfeitures in the 36 plans since

1950, 80 percent were participants with five years service or less.

14 For explanation of variations in totals, see technical note on page 372.
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(6) In the 51 plans, for every two participants who has created a normal, early
or deferred retirement benefit since 1950, one participant forfeited with more
than 15 years service for every one participant who received a benefit, one par-
ticipant with more than ten years service forfeited, three participants with more
than five years service forfeited, and 16 participants with five years service or
less forfeited.
(7) In the 36 plans, for every one participant with more than 15 years service

who forfeited since 1950, 24 participants received a normal, early or deferred re-
tirement benefits; for every participant with more than 10 years service who
forfeited, seven participants received such benefits; for every participant with
more than five years service who forfeited, one participant who received such a
benefit, four employees with five years service or less forfeited.

TECHNICAL NOTE

In several of the tables presented in this report, percentages in specific columns
may not add up to 100 percent and totals may not correspond exactly to their
components.
This is due to a number of factors. First, no attempt has been made to adjust

the data for any possible overstatement or understatement in the answers to
the survey form, except that where a report specifically so indicated, participants
who were transferred into supplementary or new pTans, with benefit rights intact,
were excluded from the items relating to active participants who left the scope of
the plans.
'Second, as indicated in footnotes to various tables, participants who received

disability retirement, death, survivors and similar type benefits were excluded
from those items relating to participants Who received benefits.

Third, in the contributory plans, participants who forfeited owing to with-
drawal of their contributions rather than by failure to meet eligibility require-
ments were excluded from forfeiture figures. Otherwise there were specifically
included.
Fourth, figures and percentages have been rounded when convenient to do so.

TABLE 1.—A COMPARISON OF THE NUMBER OF PARTICIPANTS WITH BENEFITS AND FORFEITURES SINCE 1950
IN PLANS WITH NO VESTING OR VESTING REQUIRING 11 OR MORE YEARS OF SERVICE (BASED ON 51 PLANS
WITH $10,000,000,000 IN ASSETS)

Participants, benefits, and forfeitures

(1) Participants since 1950 
(2) Active participants presently under plans 
(3) Retired participants presently under plans 
(4) Active participants since 1950 who left scope of plan 1 
(5) Participants who received normal retirement benefits since 1950__ _ _
(6) Participants who received early retirement benefits since 1950 
(7) Participants who received deferred retirement benefits based on

vested rights since 1950 
(8) Total participants with benefits (items (5), (6), and (7)) 2 
(9) Participants who forfeited since 1950 regardless of length of service 3 
(10) Participants who forfeited since 1950 with more than 15 years service 
(11) Participants who forfeited since 1950 with more than 10 years service 
(12) Participants who forfeited since 1950 with more than 5 years service 
(13) Participants who forfeited since 1950 with 5 years or less service__ _ _

Percentage of—

Number Item (1) Item (4)

6, 900, 000 100  
1,700, 000 25  
210, 289 3  

5, 200, 000 75 100
147, 364 2 3
104, 124 1 2

1, 630 02 03
253, 118 4 5

4, 800, 000 70 29
115, 573 1.6 2.2
280, 018 4 5
719, 688 10 14

4, 000, 000 59 77

1 Includes those who received benefits, vested rights, or died.
2 Excludes participants who received disability retirement, death, survivors, and similar benefits. The total number

of participants receiving benefits of this nature since 1950 was 88,810.
3 Many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.
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SUBTABLE 1A—RATIO (PERCENT) OF FORFEITURES BY LENGTH OF SERVICE TO TOTAL FORFEITURES (ITEMS (9),
(10), (11), AND (12))

Forfeitures
Percentage

Number of item (9)

(9) Total forfeitures since 1950 4,800,000 100
(10) With more than 15 years service_  115,573 2
(11) With more than 10 years service ____  280,018 6
(12) With more than 5 years service.  719,688 15
(13) With 5 years or less service 4,000,000 85

SU BTABLE 113.—PARTICI PANTS WITH BENEFITS COMPARED TO FORFEITURES BY LENGTH OF SERVICE (DERIVED

FROM (8), (9), (10), (11), AND (12))

Benefits and forfeitures Ratio I

(a) With benefits  1
(b) Forfeited regardless of length of service  19
(a) With benefits 2
(b) Forfeited with more than 15 years service  1
(a) With benefits  1
(b) Forfeited with more than 10 years service  1
(a) With benefits  1
(b) Forfeited with more than 5 years service 3
(a) With benefits 1
(b) Forfeited with less than 5 years service  16

In terms of 1 participant who received a benefit.

TABLE 2.—A COMPARISON OF THE NUMBER OF PARTICIPANTS WHO HAVE RECEIVED VESTED RIGHTS AND THOSE

WHO HAVE FORFEITED SINCE 1950 IN PLANS WITH NO VESTING OR VESTING REQUIRING 11 OR MORE YEARS

OF SERVICE (BASED ON 51 PLANS WITH $10,000,000,000 IN ASSETS)

Participants, vested rights and forfeitures since 1950

Percentage of—

Number Item (1) Item (2)

(1) Participants since 1950  6, 900, 000 100
(2) Active participants since 1950 who left scope of plan 1  5, 200, 000 75 100
(3) Participants since 1950 who received vested rights on termination

of employment prior to retirement  21, 498 3 .4
(4) Participants who forfeited since 1950 regardless of length of service 2 _ _ 8,000, 000 70 92
(5) Participants who forfeited since 1950 with more than 15 years service  115, 573 1.6 2.2
(6) Participants who forfeited since 1950 with more than 10 years service  280, 018 45
(7) Participants who forfeited since 1950 with more than 5 years service  719, 688 10 14
(8) Participants who forfeited since 1950 with 5 years or less service__ _ _ 4, 000, 000 59 77

1 Includes those who received benefits, vested rights, or died.
2 Many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.

SUBTABLE 2A.—PARTICIPANTS WITH VESTED RIGHTS COMPARED TO FORFEITURES BY LENGTH OF SERVICE (FROM

ITEMS (3) THROUGH (8))

Vested rights and forfeitures since 1950 Ratio'

(a) With vested rights  1

(b) Forfeited regardless of length of service  223
(a) With vested rights  1

(b) Forfeited with more than 15 years service  5

(a) With vested rights  1

(b) Forfeited with more than 10 years service  13

(a) With vested rights  1

(b) Forfeited with more than 5 years service  33
(a) With vested rights  1

(b) Forfeited with 5 years or less service  186

1 In terms of 1 Darticinant who received a vested right.
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TABLE 3.—A COMPARISON OF THE NUMBER OF PARTICIPANTS WHO HAVE RECEIVED VESTED RIGHTS AND THOSE
WHO HAVE FORFEITED WITHIN LAST 5 YEARS IN PLANS WITH NO VESTING OR VESTING REQUIRING 11 OR MORE
YEARS OF SERVICE (BASED ON 51 PLANS WITH $10,000,000,000 IN ASSETS)

Participants, vested rights, and forfeitures In last 5 years

Percentage of—

Number Item (1) Item (2)

(1) Participants in last 5 years 2, 900, 000 100  
(2) Active participants in last 5 years who left scope of plan 1 1, 200, 000 41 100
(3) Participants in last 5 years who received vested rights on termination

of employment prior to retirement 12, 536 .4 1
4) Participants who forfeited in last 5 years regardless of length of
service 2 991,111 34 82

(5) Participants who forfeited in last 5 years with more than 15 years
service 27, 335 .9 2

(6) Participants who forfeited In last 5 years with more than 10 years
service 63, 894 2 5

(7) Participants who forfeited in last 5 years with more than 5 years
service 155, 522 5 13

(8) Participants who forfeited in last 5 years with 5 years service or less 835, 589 29 70

I Includes those who received benefits, vested rights, or died.
I_Many plans provided estimates for this Item based on employee turnover statistics In which rehires were counted as

separate transactions.

SUBTABLE 3A.—RATIO (PERCENT) OF FORFEITURES BY LENGTH OF SERVICE TO TOTAL FORFEITURES IN LAST 5
YEARS (ITEMS (4) THROUGH (8))

Forfeitures last 5 years
Percentage

Number of Item (4)

(4) Total forfeitures last 5 years 991, 111 100
(5) With more than 15 years service 27, 335 3
(6) With more than 10 years service 63, 894 5
(7) With more than 5 years service 155, 522 16
(8) With 5 years or less service 835, 589 84

SUBTABLE 36.—PARTICIPANTS WITH VESTED RIGHTS COMPARED TO FORFEITURES BY LENGTH OF SERVICE (FROM
ITEMS (3) THROUGH (8))

Vested rights and forfeitures in last 5 years Ratio 1

(a) With vested rights  1
(b) Forfeited regardless of length of service  79
(a) With vested rights  1
(b) Forfeited with more than 15 years service  2
(a) With vested rights  1(b) Forfeited with more than 10 years service  5
(a) With vested rights  1(b) Forfeited with more than 5 years service  12
(a) With vested rights  1(b) Forfeited with 5 years or less service  67

1 In terms of 1 participant who received a vested right.
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TABLE 4.—A COMPARISON OF THE NUMBER OF PARTICIPANTS WITH BENEFITS AND FORFEITURES SINCE 1950
IN PLANS WITH A VESTING REQUIREMENT OF 10 YEARS OF SERVICE OR LESS (BASED ON 36 PLANS WITH $6,000,-
000,000 IN ASSETS)

Participants, benefits, and forfeitures

Percentage of—

Number Item (1) Item (4)

(1) Participants since 1950 2, 900, 000 100  
(2) Active participants presently under plans 1,400, 000 47  
(3) Retired participants presently under plans 193, 663 7  
(4) Active participants since 1950 who left scope of plan' 1, 500, 000 52 100
(5) Participants who received normal retirement benefits since 1950_ _ _ _ 128, 328 4 8
(6) Participants who received early retirement benefits since 1950 103, 223 3 7
(7) Participants who received deferred retirement benefits based on

vested rights since 1950 10, 959 4 7
(8) Total participants with benefits (items (5), (6), and (7))2 242, 510 8 16
(9) Participants who forfeited since 1950 regardless of length of service'_ 1, 000, 000 38 73
(10) Participants who forfeited since 1950 with more than 15 years service_ 9,931 3 7
(11) Participants who forfeited since 1950 with more than 10 years

service 36,901 1 2
(12) Participants who forfeited since 1950 with more than 5 years service_ 220, 203 7 15
13) Participants who forfeited since 1950 with 5 years service or less_ __ _ 897, 797 30 59

I Includes those who received benefits, vested rights, or died.
a Excludes participants who received disability retirement, death, survivors and similar benefits. The total number of

participants receiving benefits of this nature since 1950 was 71,309.
3 Many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.

TABLE 4A.—RATIO (PERCENT) OF FORFEITURES BY LENGTH OF SERVICE TO TOTAL FORFEITURES
(ITEMS (9), (10), (11), AND (12))

Forfeitures
Percentage

Number of item (9)

(9) Total forfeitures since 1950 1, 100, 000 100
(10) With more than 15 years service 9,931 9
(11) With more than 10 years service 36, 901 3
(12) With more than 5 years service 220, 203 20
(13) With 5 years service or less 879, 797 80

TABLE 4B.—PARTICIPANTS WITH BENEFIT COMPARED TO FORFEITURE BY LNEGTH OF SERVICE
(DERIVED FROM ITEMS (8), (9), (10), (11) AND (12))

Benefits and forfeitures Ratio I

(a) With benefits 
(b) Forfeited regardless of length of service 
(a) With benefits 
(b) Forfeited with more than 15 years service 
(a) With benefits 
(b) Forfeited with more than 10 years service 
(a) With berefits 
(b) Forfeited with more than 5 years service 
(a) With benefits 
(b) With 5 years service or less 

2
44
21
7
1
1

4
1

'In terms of 1 participant who received a benefit.
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TABLE 5.—A COMPARISON OF THE NUMBER OF PARTICIPANTS WHO HAVE RECEIVED VESTED RIGHTS AND THOSE
WHO HAVE FORFEITED SINCE 1950 IN PLANS WITH VESTING REQUIREMENTS OF 10 YEARS OF SERVICE OR LESS
(BASED ON 36 PLANS WITH ASSETS OF $6,000,000,000)

Participants, vested rights and forfeitures since 1950

( 1) Participants since 1950 
(2) Active participants since 1950 who left scope of plant 
(3) Participants since 1950 who received vested rights on termination of

employment prior to retirement 
(4) Participants who forfeited since 1950 regardless of length of service 2_ _
(5) Participants who forfeited since 1950 with more than 15 years service 
(6) Participants who forfeited since 1950 with more than 10 years service 
(7) Participants who forfeited since 1950 with more than 5 years service__ _
(8) Participants who forfeited since 1950 with 5 years or less service 

Percentage of—

Number Item (1) Item (2)

2,900, 000 100  
1, 500, 000 52 100

91, 517 3 6
1, 100, 000 38 73

9,931 .3 .7
36, 901 1 2

220, 203 7 15
879, 797 30 59 1

'Includes those who received benefits, vested rights, or died.
2 many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.

SUITABLE 5A.—COMPARE TO FORFEITURES BY LENGTH OF SERVICE (FROM ITEMS (3) THROUGH (8))

Vested rights and forfeitures since 1950 Ratio'

(a) With vested rights 1
(b) Forfeited regardless of length of service 12
(a) With vested rights 9
(b) Forfeited with more than 15 years service 1
(a) With vested rights 2
(b) Forfeited with more than 10 years service 1
(a) With vested rights 1
(b) Forfeited with more than 5 years service 2. 5
(a) With vested rights 1
(b) Forfeited with 5 years or less service 10

1 In terms of one participant who received a vested right.

TABLE 6.—A COMPARISON OF THE NUMBER OF PARTICIPANTS WHO HAVE RECEIVED VESTED RIGHTS AND THOSE
WHO HAVE FORFEITED IN THE LAST 5 YEARS IN PLANS WITH VESTING REQUIRMENETS OF 10 YEARS OF SERVICE
OR LESS (BASED ON 36 PLANS WITH $5,000,000,000 IN ASSETS)

Participants, vested rights, and
forfeitures in last 5 years

Percentage of—

Number Item (1) Item (2)

(1) Participants in last 5 years 1, 800, 000 100
(2) Active participants in last 5 years who left scope of plan 1 400, 000 22 100(3) Participants in last 5 years who received vested rights on termination

.10of employment prior to retirement  38, 037 2 9
(4) Participants who forfeited in last 5 years regardless of length of

service 2 332, 760 18 83
(5) Participants who forfeited in last 5 years with more than 15 years

service 470 02 01
(6) Participants who forfeited in last 5 years with more than 19 years

service 1,451 08 4
(7) Participants who forfeited in last 5 years with more than 5 tears

service 65, 177 4 16(8) Participants who forfeited in last 5 years with less than 5 years
service  267, 583 15 67

Includes those who received benefits, vested rights, or died.
2 many plans provided estimates for this item based on employee turnover statistics in which rehires were counted asseparate transactions.
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SUBTABLE 6A.-TOTAL FORFEITURES IN LAST 5 YEARS (ITEMS (4) THROUGH (8))

Forfeitures last 5 years
Percentage

Number of item (4)

(4) Total forfeitures last 5 years  332, 760 100
(5) With more than 15 years service  470 . 1
(6) With more than 10 years service  1,451 .4
(7) With more than 5 years service  65, 177 20
(8) With 5 years or less service  267, 583 80

SUBTABLE 68.-PARTICIPANTS WITH VESTED RIGHTS COMPARED TO FORFEITURES BY LENGTH OF SERVICE
(FROM ITEMS (3) THROUGH (8))

Vested rights and forfeitures in last 5 years Ratio 1

(a) With vested rigk:ts  1
(b) Forfeited regardless of length of service  9
(a) With vested rights  80
(b) Forfeited with more than 15 years service  1
(a) With vested rights  26
(b) Forfeited with more than 10 years service  1
(a) With vested rights  1
(b) Forfeited with more than 5 years service  2
(a) With vested rights  1
(b) Forfeited with 5 years or less service  7

1 In terms of 1 participant who received a vested right.

TABLE 7.-A SIDE-BY-SIDE COMPARISON OF THE NUMBER OF PARTICIPANTS WITH BENEFITS AND FORFEITURES
SINCE 1950 I B 51 PLANS WITH NO VESTING OR VESTING WITH 11 YEARS OF SERVICE OR MORE AND 36 PLANS
WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS. (TABLES 1 AND 4 COMBINED)

Participants, benefits, and forfeitures

(1) Participants since 1950 
(2) Active participants presently under plans 
(3) Retired participants presently under plans 
(4) Active participants since 1950 who left scope of

plan 1 
(5) Participants who received normal retirement

benefits since 1950 
(6) Participants who received early retirement

benefits since 1950 
(7) Participants who received deferred retirement

benefits based on vested rights since 1950_  
(8) Total participants with benefits (items (5), (6),

and (7))2 
(9) Participants who forfeited since 1950 regardless

of length of service 3 
(10) Participants who forfeited since 1950 with more

than 15 years' service 
(11) Participants who forfeited since 1950 with more

than 10 years' since 
(12) Participants who forfeited since 1950 with more

than 5 years' service 
(13) Participants who forfeited since 1950 with 5

years' serviceior less 

51 plans with no vesting
or vesting with 11 years

of service or more
36 plans with vesting after
10 years of service or less

Number

Percentage of

Number

Percentage of

Item Item
(1) (4)

Item Item
(1) (4)

6, 900, 000 100  2,900, 000 100  
1, 700, 000 25  1, 400, 000 47  
210, 289 3  193, 663 7  

5, 200, 000 75 100 1, 500, 000 52 100

147, 364 2 3 128, 328 4 8

104,124 1 2 103,223 3 7

1,630 .02 .03 10,959 . 4 .7

253, 118 4 5 242, 510 8 16

4, 800, 000 70 92 1, 100, 000 38 73

115, 573 1.6 2.2 9,931 .3 .7

280, 018 4 5 36,901 1 2

719, 688 10 14 220, 203 7 15

4, 080, 312 59 77 879,797 30 59

1 Includes those who received benefits, vested rights, or died.
2 Excludes participants who received disability retirement, death, survivors, and similar benefits. The total number of

participants receiving benefits of this nature since 1950 in the 51 plans was 88,810; in the 36 plans, 71,309.
3 Many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.
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SUBTABLE 7A.-A SIDE-BY-SIDE COMPARISON OF THE RATIO (PERCENT) OF FORFEITURES BY LENGTH OF SER-
VICE TO TOTAL FORFEITURES (ITEMS (9), (10), (11), (12), AND (13)) IN 51 PLANS WITH NO VESTING OR VESTING
WITH 11 YEARS OF SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS.
(SUBTABLES 1A AND 4A COMBINED.)

Forfeitures since 1950

51 plans 36 plans

Percentage Percentage
Number of item (9) Number of item (9)

(9) Total forfeitures since 1950 4, 800, 000 100 1, 100, 000 100
(10) With more than 15 years service 
(11) With more than 10 years service 

115, 573
280, 018

2
6

9,931
36, 901

9
3 10

(12) With more than 5 years service 719, 688 15 220, 203 20
(13) With 5 years service or less 4, 080, 312 85 897, 797 80

1
SUBTABLE 7B.-A SIDE-BY-SIDE COMPARISON OF PARTICIPANTS WITH BENEFITS COMPARED TO FORFEITURES
BY LENGTH OF SERVICE (DERIVED FROM ITEMS (8) THROUGH (13)) IN 51 PLANS WITH NO VESTING OR VESTING
WITH 11 YEARS OF SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS. (SUB-
TABLES 1B AND 4B COMBINED.)

Benefits and forfeitures since 1950
51 plans

ratio I
36 plans

ratio 1

(a) With benefits 1 1
(b) Forfeited regardless of length of service 19 42
(a) With benefits 2 24
(b) Forfeited with more than 15 years service 1 1
(a) With benefits 1 7
(b) Forfeited with more than 10 years service 1 1
(a) With benefits 1 1
(b) Forfeited with more than 5 years service 3 1
(a) With benefits 1 1
(b) Forfeited with 5 years service or less 16 4

I In terms of 1 participant who receive a benefit.

TABLE 8.-A SIDE-BY-SIDE COMPARISON OF THE NUMBER OF PARTICIPANTS WHO HAVE RECEIVED VESTED RIGHTS
AND THOSE WHO HAVE FORFEITED SINCE 1950 IN 51 PLANS WITH NO VESTING OR VESTING WITH 11 YEARS OF
SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS. (TABLES 2 AND 5
COMBINED)

51 plans with no vesting or
vesting with 11 years of 36 plans with vesting after

service or more 10 years of service or less

Participants, vested rights, and forfeitures
since 1950 Number

Percentage of

Number

Percentage of

Item
(9

Item
(2)

Item
(I)

Item
(2)

(1) Participants since 1950 6, 900, 000 100 2, 900, 000 100  
(2) Active participants since 1950 who left scope of

plan 1 
(3) Participants since 1950 who received vested

5,200, 000 75 100 1, 500, 000 52 100
1

rights on termination of employment prior to
retirement 21, 498 .3 .4 91, 517 3 6

(4) Participants who forfeited since 1950 regardless
of length of service 2 4, 800, 000 70 92 1, 100, 000 38 73

(5) Participants who forfeited since 1950 with more
than 15 years service 115, 573 1.6 2.2 9, 931 0.3 0.7

(6) Participants who forfeited since 1950 with more
than 10 years service 280, 018 4 5 36, 901 1 2

(7) Participants who forfeited since 1950 with more
than 5 years service 719, 688 10 14 220, 203 7 15

(8) Participants who forfeited since 1950 with 5
years service or less 4, 080, 312 59 77 879, 797 30 59

1 Includes those who received benefits, vested rights, or died.
2 many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.
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SUBTABLE 8A.—A SIDE-BY-SIDE COMPARISON OF PARTICIPANTS WITH VESTED RIGHTS COMPARED TO FOR-
FEITURES BY LENGTH OF SERVICE (DERIVED FROM ITEMS (3) THROUGH (8)) SINCE 1950 IN 51 PLANS WITH NO
VESTING WITH 11 YEARS OF SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR

LESS. (SUBTABLES 2A AND 5A COMBINED.)

Vested rights and forfeitures since 1950
51 plans,

ratio I
36 plans,

ratio I

(a) With vested rights  1 1
(b) Forfeited regardless of length of service  223 12
(a) With vested rights  1 9

1 (b) Forfeited with more than 15 years service  5 1
(a) With vested rights  1 2
(b) Forfeited with more than 10 years service  13 1
(a) With vested rights  1 1
(b) Forfeited with more than 5 years service  33 2.5

t (a) With vested rights  1 1
(b) Forfeited with 5 years service or less  186 10

1 In terms of 1 participant who received a benefit.

TABLE 9.—A SIDE-BY-SIDE COMPARISON OF THE NUMBER OF PARTICIPANTS WHO HAVE RECEIVED VESTED RIGHTS

AND THOSE WHO HAVE FORFEITED IN THE LAST 5 YEARS IN 51 PLANS WITH NO VESTING OR VESTING WITH

11 YEARS OF SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS. (TABLES 3

AND 6 COMBINED.)

Principants, vested rights and forfeitures
in last 5 years

51 plans with no vesting or vest-
ing with 11 years or service or

more
36 plans with vesting after 10

years of service or less

Number

Percentage of

Number

Percentage of

Item
(1)

Item
(2)

Item
(1)

Item
(2)

(I) Participants in last 5 years 2,900, 000 100 1,800, 000 100
(2) Active participants in last 5 years who left scope

of plan 1 1, 200, 000 41 100 400, 000 22 100
(3) Participants in last 5 years who received vested

rights on termination of employment prior to
retirement 12, 536 .4 1 38, 037 2 9

(4) Participants who forfeited in last 5 years regard-
less of length of service 2 991, Ill 34 82 332, 760 18 83

(5) Participants who forfeited in last 5 years with
more than 15 years service 27, 335 .9 2 470 .02

(6) Participants who forfeited in last 5 years with O. 1
more than 10 years service 63,894 2 5 1,451 .08 .4

(7) Participants who forfeited in last 5 years with
more than 5 years service 155, 522 5 13 65, 177 4 16

(8) Participants who forfeited in last 5 years with
5 years service or less 835, 589 29 70 267, 583 15 67

1 Includes those who received benefits, vested rights, or died.
2 Many plans provided estimates for this item based on employee turnover statistics in which rehires were counted as

separate transactions.

SUBTABLE 9A.—A SIDE-BY-SIDE COMPARISON OF THE RATIO (PERCENT) OF FORFEITURES BY LENGTH OF SERVICE

TO TOTAL FORFEITURES IN LAST 5 YEARS (ITEMS (4) THROUGH (8)); IN 51 PLANS WITH NO VESTING OR VESTING

WITH 11 YEARS OF SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF SERVICE OR LESS

(SUBTABLES 3A AND 6A COMBINED)

Forfeitures last 5 years

51 plans 36 plans

Percentage Percentage
Number of item (5) Number of item (4.)

(4) Total forfeitures last 5 years 991, 111 100 332, 760 100.0
(5) With more than 5 years' service 27, 335 3 470 .1
(6) With more than 10 years' service 63,894 6 1,451 .4
(7) With more than 5 years' service 155, 522 16 65, 177 20.0
(8) With 5 years' service or less 835, 589 84 267, 583 80.0

66-500 0-71—pt. 1-25
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SUBTABLE 9B.—A SIDE-BY-SIDE COMPARISON OF PARTICIPANTS WITH VESTED RIGHTS COMPARED TO FOR-
FEITURES BY LENGTH OF SERVICE (DERIVED FROM ITEMS (3) THROUGH (8)) IN LAST 5 YEARS IN 51 PLANS WITH
NO VESTING OR VESTING WITH 11 YEARS OF SERVICE OR MORE AND 36 PLANS WITH VESTING AFTER 10 YEARS OF
SERVICE OR LESS. (SUBTABLES 3B AND 6B COMBINED)

51 plans,
ratio

36 plans
ratio

(a) With vested rights 1 1
(b) Forfeited regardless of length of service 79 9
(a) With vested rights 1 80
(b) Forfeited with more than 15 years service 2 1
(a) With vested rights 1 26
(b) Forfeited with more than 10 years service 5 1
(a) With vested rights 1 1
(b) Forfeited with more than 5 years service 12 2
(a) With vested rights 1 1
(b) Forfeited with 5 years service or less 67 7

in terms of 1 participant who received a vested right.

CASE HISTORY NO. 5

A large oil company with a pension plan that is 38 years old.
There are currently approximately 42,000 active employees and 6,500 retirees.
The plan's assets exceed $450 million.
This plan has 50 percent vesting after 15 years, increasing at five percent a

year until there is 100 percent vesting after 25 years.
Of the 105,000 persons participating since 1950, more than 61,000 have left the

scope of the plan with no benefits. Of that number, 13,430 had more than five
years service and 3,680 had more than ten years service.
In the last five years, of 53,054 participants, 17,657 have left with no benefits,

of whom 3,838 had more than five years service and 1,052 more than ten years
service.
The total retirements since 1950 are less than 8,500.

CASE HISTORY NO. 18

This plan represents a large, collectively bargained fund in the hotel industry.
The plan has been in existence since 1952.
The plan has failed to complete the forfeiture data requested by Part III of

the P-1 survey form. The reason given for this failure is that the information is
"not available." Yet in response to another question requesting the assumptions
with respect to employee termination rates before retirement, a detailed table
providing such termination rates is provided along with the notation that this
data is "based on the experience during 12 years of operation of the fund."

CASE HISTORY NO. 33

A large communications company with a pension plan that is 58 years old.
There are currently approximately 57,000 active employees and 3,100 retired.
The plan's assets exceed $229 million.
This plan has full vesting at age 40 with 15 years service.
This plan has very high forfeiture rates. Prior to 1969, the plan had no vesting

provisions. Of the 320,124 persons participating since 1950, more than 231,000
have left the scope of the plan with no benefits. Of that number, 5,800 had more
than 15 years service, 12,741 had more than ten years service, and 31,419 had
more than five years service.
In the last five years, of 152,028 participants, 108,035 left the plan without any

benefits, of whom 2,284 had more than 15 years service, 4,592 had more than ten
years service and 8,778 had more than five years service.
The average age of participants leaving this plan without benefits is as follows:
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AVERAGE AGE

Men Women

Leaving within the last 5 years with more than 15 years service 43 40
Leaving within the last 5 years with more than 10 years service 39 36
Leaving within the last 5 years with more than 5 years service 35 31

Regarding investments, while the plan is prohibited by its own terms from
investments in its own securities more than $11,000,000 has been invested in the
last five years in its parent and subsidiaries.

CASE HISTORY NO. 37

A joint union-employer trust plan in the transporattion industry. The plan is 18
years old and has 314,000 active employees and 10,000 retired employees.
The plan's assets exceed $164 million.
This plan has no vesting provision but pays a retirement after 20 years serv-

ice in 30 consecutive years. However, if the employee does not have a specified
number of days employment within a three-year period, he will be considered to
have a break in service.
This plan has failed to complete the data in Part III on forfeitures.
This plan has $800,000 in loans outstanding for which there is no collateral.
This plan has no appeal procedure for the denial of a benefit claim.

CASE HISTORY NO. 38

This is a pension plan of a major aerospace company. It was established in
1957.* The plan covers salaried employees only and has 36,903 active participants
and 1,241 retired as of December, 1969.

Since the plan was established over 60,000 employees have participated with
more than 20,000 employees having left the scope of the plan without entitle-
ment to any benefit, over 5,000 of whom had more than five years of service.
In addition, the plan has approximately $349,000,000 in liabilities for accrued

vested benefits, but the market value of its assets is only $273,000,000. This
means that if the plan were to terminate today, employees with vested benefits
would have no legal remedy to obtain all their vested benefits.

CASE HISTORY NO. 39

This is a pension plan of a large data processing manufacturing firm. The plan
presently has 169,030 active participants and has been in existence since 1945.
One of the most interesting facets of this plan's operations is its investment of

pension fund monies in unsecured loans to the extent of $41,171,580.
Of the 89,652 employees who left the scope of the plan since 1951, 82,326 have

left with no entitlement to benefits (this figure excludes death). This plan has
a ten year vesting requirement.

CASE HISTORY NO. 40

This plan is from a large manufacturer in the aerospace industry. The plan
has been in existence for 26 years and prsently covers 46,000 active employees
and 2800 retired.
The assets of the plan exceed $493 million.
The plan administrator has advised the Committee that the present employ-

ment figures represent a drop of more than 50,000 employees in the last few years.
This plan has a ten-year vesting provision, but did not provide answers to the

forfeiture questions in Part III.
In 'addition, this plan had $1,811,000 in loans without collateral.

CASE HISTORY NO. 43

This pension plan is applicable to a large bank and its affiliates. The current
plan has been in existence since 1954, superceding a prior plan established in
1941. There are 11,676 active participants.

'The plan was in existence prior to 1957, but in that year the changes in the plan were
so great for purposes of this study, it is considered to have been established in 1957.
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There are two interesting facts concerning this plan:
1. The plan failed to report its liabilities, indicating that such information was

not available; however, it gave a detailed accounting of its assets.
2. Of an estimated 11,000 employees who left the scope of the plan since 1954,

as estimated 8,400 forfeited benefits (over 1,725 of this number had over five years
of service and 1,000 had ten years of service).

CASE HISTORY NO. 45

This pension plan is applicable to a large electrical power holding company. It
has currently 11,765 active participants.
While this is a contributory plan which has been collectively bargained, the

employees do not participate in the administration of the plan.
10,818 employees have left the scope of the plan since 1950. Over 50 percent

have left without entitlement to benefits, and over 20 percent had more than
five years of service.

CASE HISTORY NO. 47

This is a large pension plan in the communications industry covering many
separate employers; therefore there are differing dates for when the plan was
established for purposes of any one employer. However, the earliest participating
employer date given is for 1937.
Of the approximately 277,000 participants in the plan since 1950, over 206,000

have left the scope of the plan and of that number 202,605 have left without en-
titlement to any vested benefit. Of the 202,665 over 17,000 had more than five
years of service.
The plan has two provisions for vesting. The most liberal requires 15 years of

service and, in addition, an age requirement of 40 years.

CASE HISTORY NO. 49

This pension plan of a major mining company was established in 1952. It
currently covers over 15,000 active participants but has failed to provide com-
plete data in response to Part III of the P-1 form.
Despite the employer having made contributions to the plan since 1952, the

plan has only $33.3 million in assets, but $107 million in vested benefit liabilities.
If this plan should terminate today, the assets of the fund would cover roughly
one-third of the vested benefit liabilities, which would result in many participants
with vested rights losing all or a substantial portion of their benefits expectations.

CASE HISTORY NO. 52

This is a pension plan of a large aerospace firm; it was established in 1955 and
has over 105,904 active participants. The plan is collectively bargained.
Of the over 81,000 employees who have left, the scope of the plan since it was

established, over 66,000 have left without entitlement to any benefit. None of the
66,000 had more than five years of service.

CASE HISTORY NO. 161

This is the plan of a major Southern utility company and has been in ex-
Istence since 1944.
It has failed to fill out Part III of the P-1 form.
This plan is not audited by an independent licensed or certified public account-ant at least once a year.
After 26 years of funding, the plan has accumulated assets of $66 million, buthas vested benefit liabilities of $133.5 million. In other words, after 24 years offunding, it has only managed to accumulate assets to cover one-half of the vestedbenefit liabilities incurred.
If this plan should terminate today, substantial numbers of participants withvested benefit rights would have their benefit expectations frustrated.
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CASE HISTORY NO. 177

This is the pension plan of a steel fabricating company in Pennsylvania. Theplan has been in existence since 1950 and is collectively bargained..
The plan has $25.3 million in assets but $48.2 million in vested benefit liabilities.

Assets on hand after 20 years of funding are only sufficient to cover a little over
one-half of the vested benefit liabilities covered by the plan. If this plan should
terminate today substantial numbers of participants with vested rights would
have their benefit expectations frustrated.

CASE HISTORIES NOS. 193, 287, AND 208

These constitute three plans of three major corporations in the United States.
The total assets in these three plans aggregates $260 million. All three plans have
been in existence since 1950 and two of these plans were in existence as of 1940.
All three plans were unable to furnish any information on Part III. Indeed, all

three plans claim that information for the last five years with respect to the
total numbers of participants and the total numbers who have received vested
rights was unavailable. This information is specifically required to be disclosed
by Federal law—the Welfare and Pension Plan Disclosure Act of 1958.

CASE HISTORY NO. 255

This is the plan of a clothing manufacturer in New York. It presently covers
1,546 active employees.
The average age of the employees in this plan who forfeited with more than 15

years of service under the plan is 47.
The plan has $2.4 million in assets.
Approximately $400,000 of the fund has been invested in the securities of the

contributing employer, roughly 20% of the plan assets.

CASE HISTORY NO. 280

This is the retirement plan of a major transit company operating in a large
eastern city.

It has no vesting provisions whatsoever.
It has failed to complete Part III of the P-1 survey, the data dealing with

benefits and forfeitures.
It reports $17.2 million in assets. It has failed to report the amount of vested

benefit liabilities the plan has incurred, claiming that these figures are not
available.
The report of this plan indicates that it has over $2 million in real-estate notes

outstanding. This appears to represent a real-estate mortgage in the amount of
$2.3 million held by the plan on properties of the transit company.
Although the plan is contributory, employees do not participate in the ad-

ministration of the plan.
CASE HISTORY NO. 280A

This pension plan is a union-employer pension trust in the transportation in-
dustry.
The plan is 20 years old and covers 2,500 active employees and 947 retired.
This plan has assets in excess of $17 million.
There is no vesting provision. Retirement benefits are age 60 and 25 years

service. The plan did not furnish forfeiture data.
The investment practices of this plan reflect that the $2 million of the plan's

real estate notes are on property of the employer.

CASE HISTORY NO. 327

This is the plan of a major oil company in Oklahoma. It was established in
1944. Of some 8,000 participants who have left the scope of the plan since 1950,
over 7,000 participants have forfeited without benefits.

2,000 of those who forfeited have more than five years of service; 1,000 for-
feited with more than ten years service; 1,000 persons have received benefits
since 1950.
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The vesting provision requires 20 years of service.
The plan has $62.2 million in assets, $29 million in vested benefit liabilities

and $31 million in accrued benefit values. The plan has twice as much money as
it requires to pay all the vested benefit liabilities that have accrued. This plan
has reported that it retained new actuaries in 1969 who determined that the
plan was overfunded and insisted that no further contributions be made.
The president of this oil company is also a trustee of the plan as well as a

director of the bank which is the corporation trustee for the plan and in which
funds of the plan are deposited. However, it appears that the corporation trustee
involved does not have investment discretion, investment decisions are made by
professional investment advisors.

CASE HISTORY NO. 465

This is a pension plan of a raidwest utility company and was established
in 1950.
The plan has assets of $1.1 million. Of over 300 participants in the plan since

1950 only 37 have received retirement benefits. Of the 206 participants who have
left the scope of the plan since 1950, 167 have forfeited.
In response to the question as to whether or not the company has failed to

make any contributions to the plan in any of the years since the plan was es-
tablished, the plan administrator responded that contributions were reduced in
1962 and thereafter by some $20,000 annual by virtue of "actuarial gains" due
to employees leaving the company without vested interests.

CASE HISTORY NO. 569

This is the pension plan of a cable corporation in the Midwest. The plan has
been in existence since 1943.
The plan was disqualified by the Internal Revenue Service on December 1,

1970 but the company protested the ruling.
It has $1.7 million in assets. Of this amount nearly $900,000 of the pension fund

monies have been invested in securities of the company. That is, nearly 53%
of the plan assets have been invested in securities of the employer who established
the plan.
The report of this plan further indicates that the ratio on total administrative

costs charged to the plan in the last five years to the total amount of benefits
paid out by the plan in the last five years is in excess of 33 percent.
The report of this plan indicates that the president of the company, who is

also on the committee administering the plan, is also a director of the bank in
Missouri that invests the plan funds.

PENSION STUDY FORM P-1 (S. RES. 360)

PART I. IDENTIFICATION
1. A. Name of Plan.
B. Address of Principal Office of Plan.
C. Name of Administrator.
D. Name and title of individuals (s) who prepared response for this study:

PART IL PLAN PROFILE

2. A. Year of Plan establishment.
B. Is the Plan qualified by the Internal Revenue Service? (1) Yes  

(2) No If "No," explain.

3. A. Date employer contributions to the plan commenced (or reserves
created).
B. Date initial benefit payments under the Plan were made (other than re-

fund of employee contributions).

4. Funding.
A. Self-administered:
(1) Trust.
(2) Other (specify).
B. Insured (specify).
C. Combination (specify)
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5. Type of Administration:
A. Employer or Employer Association.
B. Union.
C. Joint Employer-Employee Board of Trustees.
D. Other (specify).

6. Total number of current Plan participant as having the same meaning as
in the Welfare and Pension Plans Disclosure Act, i.e., "any employee or former
employee of an employer or any member of an employee organization who is or
may become eligible to receive a benefit of any type from an employee . . .
pension benefit plan, or whose beneficiaries may be eligible to receive any such
benefit." However, specifically include any preparticipant who has not qualified
for membership in the plan but with respect to whose service payment were made
into the pension plan or fund. Also include any person whose service has been
temporarily interrupted, e.g., persons on military leave, but who may still be
eligible to receive benefits if their service is resumed. This procedure should be
followed with respect to all subsequent questions involving the term "partic•
ipant." )
A. Active.
B. Retired.

7. Check the category or categories that best describes the groups covered by
the Plan.
A. All Employees.
B. Hourly Rate.
C. Salaried.
D. Other (specify).

8. Industry in which most of the participants are employed (check one) :
A. Manufacturing.
B. Mining.
C. Construction.
D. Transportation.
E. Communications and Utilities.
F. Wholesale and Retail trade.
G. Finance, Insurance and Real estate.
H. Services.
I. Other (specify).

9. A. Is the Plan collectively bargained? (1) Yes— (2) No—.
B. Does more than one employer contribute to the Plan? (1) Yes— (2) No—.

10. A. Current employer contribution formula: (1) Fixed rate per hour, week
or month or percent of payroll (specify). (2)—Other (specify).
B. Is this formula specified in a written collective bargaining agreement, plan,

trust agreement or similar governing document? (1) Yes— (2) No—.
If "Yes," specify the document or documents in which the formula appears:
(a) Collective bargaining agreement.
(b) Plan.
(c) Trust agreement.
(d) Insurance contract.
(e) Other (specify).

11. Current benefit formulas (give data for service which would commence
as of date of study).
A. Normal retirement.
B. Early retirement.
C. Disability.
D. Death.
E. Other (e.g., survivorship, temporary retirement, etc) (specify).

12. Age and service requirements for obtaining benefits.
A. Normal retirement.
B. Early retirement.
C. Disability.
D. Death.
E. Other (e.g., survivorship, temporary retirement, etc.) (specify).

13. A. Specify the requirements of the vesting provision, i.e., age, service, type
of separation, etc.
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B. What percentage of accrued benefits are initially vested?
C. After how many years are all accrued benefits vested?
D. Specify the vesting formula (including whether such formula has retro-

active effect).
E. Specify any survivorship rights under the vesting provisions.
F. Specify whether any benefits in the event of illness (i.e., medical, surgical,

hospital benefits, etc.) are provided to retirees under the Plan. Indicate the re-
quirements for obtaining such benefits.

14. Does the Plan credit service with other employers or service with respect
to other plans of the same employer? A. Yes—B. No—.
If "yes," specify the type of credit provided, i.e., partial, full, etc., and pro-

vide such other essential details as will clarify the arrangements (include data
on any reciprocal arrangements entered into with other plans, including the
identity of such other plans).

15. Does the Plan provide for employee contributions? A. Yes— B. No—.
If "Yes," specify that rate of such contributions, and indicate whether the

Plan requires such contributions to be made as a condition of participation.

16. A. Specify the pre-participation service period required as a condition prece-
dent to membership in the Plan (check one) :
(1) None.
(2) 3-6 months.
(3) 1 year.
(4) 2-3 years.
(5) Over 3 years.
(6) Other (specify).
B. Specify the minimum age required as a condition precedent to membership

in the Plan (check one) :
(1) None.
(2) 18-21.
(3) 22-25.
(4) Over 25.
C. Does the Plan credit pre-participation service with respect to the Plan?

(1) Yes— (2) No—.
If "Yes," specify the type of credit provided.

17. Specify the maximum age, if any, at which an employee is barred from
membership in the Plan 

18. A. If the Plan contains a continuous service requirement, specify the period
of time which will constitute a "break in service." (check one) :
(1) Less than 1 year.
(2) 1 year.
(3) 2 years.
(4) Over 2 years.
(5) Other (specify).
B. Enumerate any other conditions which will constitute a "break in service."
C. Enumerate any circumstances recognized by the Plan which will serve to

waive a "break in service."

PART II/. DATA ON BENEFITS AND FORFEITURES

(Where records of the Plan are unavailable, estimate if necessary but indicate
if the figure is an estimate.)

19. A. Specify the total number of persons who have participated in the Plan
since 1950 or since the Plan's establishment if that date is later than 1950—
B. Specify the total number of persons who have participated in the Plan

within the past 5 years-

20. A. Specify the total number of participants who received benefits since 1950
or since the Plan's establishment if that date is later than 1950:
(1) Normal retirement.
(2) Early retirement.
(3) Disability retirement.
(4) Death.
(5) Other.

1
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B. Specify the total number of participants since 1950 or since the Plan's

establishment if that date is later than 1950 who have obtained vested rights

under the vesting provision on terminating employment before qualifying for

normal or early retirement 
C. Specify the total number of participants within the past 5 years who have

obtained vested rights under the vesting provision on terminating employment

before qualifying for normal or early retirement-

21. A. Specify the total number of participants since 1950 or since the Plan's

establishment if that date is later than 1950 who left the scope of the Plan for

any reason (include those who retired and/or died) 
B. Specify the total number of participants since 1950 or since the Plan's

establishment if that date is later than 1950 who left the scope of the Plan for

reasons other than normal or early retirement--
C. Specify the total number of participants within the past 5 years who left

the scope of the Plan for any reason. Include those who retired and/or died) 

D. Specify the total number of participants within the past 5 years who left

the scope of the Plan for reasons other than normal or early retirement-

22. Specify according to the following categories the total number of partici-

pants, regardless of their age, who left the scope of the Plan without entitlement

to any retirement benefits:
A. Since 1950 or since the Plan's establishment if that date is later than

1950—
B. Since 1950 or since the Plan's establishment if that date is later than 1950

with more than 15 years service under the Plan—
C. Since 1950 or since the Plan's establishment if that date is later than 1950

with more than 10 years service under the Plan—
D. Since 1950 or since the Plan's establishment if that date is later than 1950

with more than 5 years service under the Plan 
E. Within the past 5 years 
F. Within the past 5 years with more than 15 years service under the Plan—

G. Within the past 5 years with more than 10 years service under the Plan 
H. Within the past 5 years with more than 5 years service under the Plan 
I. Within the past 5 years due solely to voluntary separation 
J. Within the past 5 years due solely to failure to meet continuous service

requirements-

23. Specify according to the following categories the average age of partici-
pants who left the scope of the Plan without entitlement to retirement benefits:
A. Within the past 5 years with more than 15 years service under the Plan 
B. Within the past 5 years with more than 10 years service under the

Plan—
C. Within the past 5 years with more than 5 years service under the Plan 

24. A. Indicate the average monthly benefit paid to retirees 5 years ago.
(1) Normal  (2) Early  (3) Disability 
B. Indicate the average monthly benefit paid to retirees within the last year.
(1) Normal  (2) Early— (3) Disability 

PART IV. FUNDING STATUS DATA

25. Specify the following (give the latest figures) :
A. Total assets of Plan (at cost, book, and market value) :
(1) (Cost)—
(2) (Book)—
(3) (Market) 
(4) (Date of latest evaluation) 
B. Total liabilities for all accrued vested benefits (exclude benefits vested

under vesting, early retirement, disability retirement and normal retirement
provisions, and give present dollar value) (Date of latest evaluations) 
C. Total value of all accrued benefits, treating all such benefits as if they

were vested (give present dollar value) (Date of latest evaluation) 

26. A. Provide a concise description of the actuarial methods, factors and as-
sumptions used in determining contributions or premium payments under the
Plan (indicating specifically the assumption used with respect to the rate of
employee termination for reasons other than death, disability, or retirement).
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B. Except for multiemployer plans, specify the total number of years (identi-

fying each year) since 1950 or since the Plan's establishment if that date is

later than 1950, in which the employer did not make contributions to the Plan,

or reduced his rate of contributions to the Plan, indicating concisely the fac-

tors which dictated this result.
C. If a multiemployer plan, list those employers who are delinquent in their

contributions to the Plan as of the date of this study, the duration of the

delinquency, the steps, if any, taken by the Administrator in this respect, the

total amount of delinquent contributions, and the total number of currently

contributing employers.

SPECIAL INSTRUCTIONS FOR INSURED PLANS IN CONNECTION WITH ITEM 25A

For plans funded in whole or in part through the medium of insurance

contracts the asset value of the contract should be calculated as follows:
1. Group Annuity Contract, including Deposit Administration: Asset values

reflected in the experience fund, including those applicable to retired lives.

2. Individual Insurance or Annuity Contracts: Cash value plus reserves for

retired lives and paid-up benefits.
3. Group Permanent DOontract : Asset values in experience fund, including

those applicable to retired lives. If the contract is not experience rated, report
cash values plus reserves for retired lives and paid-up benefits.
For the foregoing plans report book and market values only. If necessary,

market values should be estimated but indicate if the figure is an estimate.

27. A. Indicate the total amount ($ value) of loans made by the Plan fund
which are outstanding as of the date of this study (exclusive investments in
government, corporate and other bonds) 
B. Indicate the total amount ($ value) of loans made by the Plan fund which

are outstanding as of the date of this study which were made without collateral
being provided by the debtor 
C. Indicate the total amount ($ value) of loans made by the Plan fund

which are in default as of the date of this study-
D. Indicate the total amount ($ value) of loans made by the Plan fund

which are in default and which have been written off as uncollectable as of
the date of this study 
B. Indicate the total amount ($ value) of debt owed by the Plan fund 

28. A. List and identify all employers contributing to the Plan fund (including
any employer controlling such an employer, controlled by such an employer or
under common control with such an employer) in whom the Plan fund has
invested its assets, or with respect to whom the Plan fund has made a loan,
guaranteed a loan, or pledged its assets within the past 5 years. Indicate the
amount and date of such investment, loan, pledge, etc., for each employer listed.
B. List and identify all officers or employees of the union whose members are

covered by the Plan with respect to whom the fund has invested its assets or
made a loan, guaranteed a loan, or pledged its assets, within the past 5 years. List
and identify any corporation, joint-stock company, mutual fund, etc., which such
officer or employee owns of in which he has controlling interest, with respect
to whom the fund has invested its assets or made a loan, guaranteed a loan,
or pledged its assets, within the past 5 years. Indicate the amount and date
of such investment, loan, pledge, etc., for each officer or employee listed, or of
each entity owned or controlled by him.

29. Indicate what percentage of corporate stock at current market value held
by the Plan as of the date of this study was purchased directly from the issuer
or owner 

30. Specify the following:
A. The average amount of administrative costs charged to the Plan for the

last 5 years 
B. The ratio (percent) of current administrative costs charged to the Plan

to total fund assets calculated at current market value 
C. The ratio (percent) of total administrative costs charged to the Plan for the

last 5 years to the total income earned by the fund during the least 5 years 
D. The ratio (percent) of total administrative costs charged to the Plan for

the last 5 years to the total amount of benefits paid out by the Plan during the last
5 years 
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31. A. indicate what percentage of total Plan fund assets at current market

value as of the date of this study has been invested in arangements intended

to provide funds for housing or other social-economic improvement programs 

B. List and identify each such program in which the Plan fund has invested

and the amount of the investment at current market value—

PART V. INTERNAL ADMINISTRATIVE DATA

32. Does the Plan provide a booklet to each participant explaining the terms,

conditions and procedures relative to the Plan? A. Yes— B. No-

33. A. Does the Plan provide the participant with an opportunity to request a

hearing on his claim for benefits? (1) Yes— (2) No—
B. Does the Plan require a complete or partial denial of a claim for benefits to

be put in writing? (1) Yes— (2) No—
C. Does the Plan provide for any appeal procedures with respect to a denial of

a benefit claim? (1) Yes— (2) No—
D. If the Plan provides an appeal procedure, is it set forth in the booket de-

scribed in question 32? (1) Yes— (2) No-

34. Indicate approximately how many claims were considered for each of the

last 5 years-

35. Indicate whether the Plan utilizes the following (check all which are

applicable) :
A. Professional administrator.
B. Corporate trustee.
C. Actuary (indicate qualifications)
D. Public accountant (indicate qualifications).
E. Attorney at law:
F. Investment advisor.
G. Other consultants (specify).

36. Are the Plan participants represented at any level in the administration of

the Plan? A. Yes— B. No—
If "Yes," explain, and indicate how such participants are selected.

37. A. Specify the procedure for amending the Plan.
B. Indicate approximately how many amendments have been made to the Plan

since 1950 or since the Plan's establishment if that date is later than 1950—
C. Indicate approximately the intervals at which the Plan is codified in a single

document to incorporate all amendments 

38. If the Plan is administered by a group of individuals, e.g., board of trustees
or committee, indicate whether the Plan contains a provision requiring regular
periodic meetings of the group. A. Yes— B. No—
If "Yes," specify the period at which such group is required to meet.

39. Investment decisions are made by (check all that participate) :
A. Committee appointed by employer.
B. Committee appointed by union.
C. Joint employer-union board of trustees or committee.
D. Corporate trustee.
E. Investment adviser.
F. Corporate trustee or investment adviser with review by employer, union,

joint board of trustees, or committees appointed by any of the foregoing.

40. Specify what formal restrictions, if any, limit the discretion of those per-
sons charged with the responsibility for investing Plan assets (e.g., provisions
with respect to diversification of funds, investment in securities of the employer,
restrictions against investment in corporate stock, etc.)

41. Is the Plan audited at least once a year by an independent licensed or cer-
tified public accountants? A. Yes— B. No-

42. Has qualification of the Plan or exemption of the trust under the Internal
Revenue Code ever been revoked or suspended? A. Yes— B. No— If "Yes," explain.

43. A. If the Plan is insured, list and identify:
(1) Any administrator, officer or employee of the Plan who is a director, officer

or employee of the carrier or service organization providing benefits under the
Plan.
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(2) Any director, officer or employee of any employer contributing to the Plan
who is a director, officer or employee of the carrier or service organization provid-
ing benefits under the Plan.
(3) Any officer or employee of the union whose members are covered by the

Plan who is a director, officer or employee of the carrier or service organization
providing benefits under the Plan.
B. If the Plan utilizes a corporate trustee, list and identify:
(1) Any administrator, officer or employee of the Plan who is a director,

officer or employee of the corporate trustee.
(2) Any director, officer or employee of any employer contributing to the

Plan who is a director, officer or employee of the corporate trustee.
(3) Any officer or employee of the union whose members are covered by the

Plan who is a director, officer or employee of the corporate trustee.

44. Indicate the provisions for distribution of assets upon Plan termination,
including the order of priorities for distribution under the Plan.

45. A. Specify any layoffs or closing of a plant, department or subdivision of an
employer which resulted in more than 10 percent or more than 800 of the active
participants in the Plan being separated from the scope of the Plan (give
data for last 5 years and specify in each case the percentage and number of
employees separated).
B. Of the total figure furnished in (A), specify the number which were

Plan by virtue of a corporate acquisition, merger, consolidation, leave, etc., which
resulted in termination of their prior plan? (1) Yes— (2 ) No—If "Yes," furnish
the following details:
(a) Name of the predecessor corporation 
(b) Date of the acquisition, merger, consolidation, leave, etc. 
(c) Name of the terminated plan of the predecessor corporation 
(d) Date the plan of the predecessor corporation was terminated 
C. Indicate the percentage of participants ccrrently covered by the Plan who

received vested rights under other plans of the same or a predecessor employer-

46. List and identify any compensated administrator, officer or employee of the
Plan who also receives compensation as a director, officer or employee of the
employer contributing to the Plan or as an officer or employee of a union whose
members are covered by the Plan.

47. If the Plan is administered by a group of individuals, indicate how fre-
quently within the last 5 years membership of the group has changed 

48. A. Specify the number of lawsuits within the last 5 years brought against
B. Or the total figure furnished in (A) , specify the number which were

beneficiaries—
B. Of the total figure furnished in (A ) , specify the number which were

successfully resolved in favor of such persons or which were settled 
C. Of the total figure furnished in (A), specify the number of suits which were

based claims for benefits--
D. Of the total figure furnished in (C ) , specify the number of suits which were

successfully resolved in favor of such persons or which were settled—
E. With respect to all litigation not involving claims for benefits, specify the

following:
(1) Title of the action (and court in which the action was brought)—
(2) Date—
(3) Law reporter citation (s) (if any)—
(4) Nature of issue—
( 5 ) Outcome—

THE SENATE LABOR SUBCOMMITTEE STUDY OF PRIVATE PENSION PLANS—
PRELIMINARY FINDINGS

Mr. JAVITS. Mr. President, last week the Senator from New Jersey (Mr.
WILLIAMS) and I released the first preliminary findings of the Labor Subcom-
mittee's study of private pension plans. The findings are now reprinted in the
RECORD and they speak for themselves, but I would like to add a few comments
of my own.

It is a rare thing to find a major American institution—private pension plans—
built upon human disappointment—a shocking thing, and something which should
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move us all to act with determination to make that institution deliver upon its
promises.
Four years ago I introduced the first bill to require protection of American

workers against unreasonable forfeiture of pension benefits under private
pension plans. That bill, S. 2, is still the only bill now pending in the Senate on this
subject.

If my bill had been law, the 719,688 workers—each with more than 5 years
service—in the "no vesting" or late-vesting sample of plans would have received
something, instead of nothing, from the $10-bil1ion piling up in those plans for the
last 20 years. Instead, of those who left employment under those plans in the last

3. 20 years, only 5 percent got something, while 95 percent got nothing.
Even in the "earlier vesting" sample, in which 16 percent of those who left

were protected from forfeitures, there were included in the balance 36,901 em-
ployees who worked more than 10 years and got nothing—not a large percentage
of the whole, but human beings nevertheless, moving into their older years with-
out the protection they should have had.
No doubt as this study proceeds further the statistics will be refined and am-

plified. But even as this first flash of daylight begins to reach into the long-
hidden statistical truth of the private pension plan industry, it ought to be
obvious that something is wrong, and that it needs to be set right.
My bill would, I believe, he a solution—certainly one which would do the job.

Under it, a worker with 6 years of service would be guaranteed 10 percent of
his earned pension rights, not subject to forfeit, and 10 percent more per year
thereafter until 100 percent is "vested" after 15 years.

Obviously, there would still be forfeitures. Indeed, more than half might well
continue to forfeit, but those would be the more "casual" employees, and no one
with a substantial length of service—more than 5 years—would be completely
out in the field.
We can argue—as no doubt we will—where to draw the line, but one thing is

clear beyond question: As things now stand, only a relative handful of the
estimated tens of millions of American workers under private pension plans will
ever get anything from the plans on which they now stake their futures. And
the solution is a minimum standard of vesting.
We have also seen in this report evidences of other weaknesses in the private

pension plan system. One ease describes a pension plan with 53 percent of its
assets invested in the securities of the contributing employer. Others describe
weaknesses in funding, and failure either to keep adequate records to disclose
what is going on. Those are all problems which can and should be dealt with,
and every one of them is dealt with in my bill.
But all the records in the world, all the funding in the world, all the disclosure

in the world, will not produce benefits unless the plan provides for them, and
unless the workers are protected against forfeiture.
The committee undertook this study at my suggestion over a year ago. The

chairman and I, and our respective staffs, have moved it along quite a way.
These initial disclosures make it clear beyond question we are on the right
track, and I have no doubt that we can, and must, legislate in this field, in
this Congress.
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