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THE WAREHOUSE INDUSTRY AND THE CENTRAL STATES PENSION FUND
Members of the International Warehouse Logistics Association are warehouse-based third party logistics providers.  The majority are family owned.  Many are contributing employers to the Central States Pension Fund (“Fund”).

· Relief: Congress must provide meaningful relief to multiemployer plans to strengthen funding levels.  For the Central States Pension Fund, relief means allowing a “partition” of the plan so that contributing employers are no longer funding the pension obligations of retirees who never worked for the employer.

· The Crisis: The Central States Pension Fund is critically under funded and at risk of collapse. For many of the IWLA-member companies that participate in the fund, their withdrawal liability exceeds the book value of the company’s assets. Should the Central States Fund become insolvent, and that appears likely, this liability would be triggered and would bankrupt many IWLA-member companies. 

. 

· No Input By Small Companies:  Most of the IWLA companies impacted have never had any input into either the benefits or the method of funding. This has been in the hands of the trustees; representatives of large freight and parcel companies like UPS, Yellow Freight (now YRC), Roadway, the National Car Haulers, and others. Small, family-operated businesses simply paid the rates that those companies and their Teamster counterparts negotiated. 

· Largest Participant Near Bankruptcy:  As more and more of the large participating companies default or buy their way out of the fund, those who remain bear the cost of an ever-increasing liability. The largest remaining participant, YRC (formerly Yellow Freight, Roadway, and Consolidated Freightways) is near bankruptcy and has ceased contributing to the fund. 
· Jobs:  Under the liability calculation formula, a company’s share of the unfunded liability grows with each employee added.  This is a perverse jobs disincentive which runs counter to any good job-creation policy.  It makes job growth in our industry almost impossible.  

· Financing Growth:  Another, related effect of the unfunded liability is its impact on a small company’s ability to borrow money.  No bank would wish to finance say, a new warehouse, or a building expansion, if they know that the Central States Fund has this pending claim on the company’s assets.  And why would an employer go into further debt knowing that the assets for which he is borrowing money to develop will simply be claimed by the fund?  

Background

· A multiemployer plan is a collectively bargained, jointly administered plan funded by a number of contributing employers.
· Under the Multiemployer Pension Plan Amendments Act of 1980, when an employer withdraws from a multiemployer plan, the employer is liable for its share of the plan’s unfunded vested benefits (withdrawal liability).

· If the employer fails to pay its withdrawal liability (e.g., bankruptcy) the liability shifts to the remaining contributing employers.

· In contrast, if a company sponsoring a single employer pension plan goes bankrupt, the unfunded benefit liabilities are transferred to the PBGC.

The Central States Pension Fund

· Since 1980 the number of retirees in the Fund has doubled, and the number of active employees has declined by two-thirds, resulting in a ratio on non-active participants to active participants of more than 3 to 1.

· Notwithstanding benefit reductions and contribution increases, the benefits the Fund pays to retirees ($2.7 billion in 2008) exceeds its contributions ($900 million) by $1.8 billion.

· Much of the problem stems from the amount of benefits the Fund pays on behalf of noncontributing employers – i.e., employers that have either gone bankrupt or out of business without paying their full withdrawal liability (failed employer).

· When a failed employer ceases making contributions to the Fund, it is the remaining contributing employers that become responsible for any withdrawal liability of the Failed Employer.

· About one-half of current benefit payments by the Fund are to retirees of Failed Employers.

· Without relief, the escalating pension costs will likely force more contributing employers out of business, costing thousands of jobs.

Relief Sought
Expand partition for multi-employer plans.  Expand existing statutory authority (ERISA Section 4233) that allows the PBGC to partition certain liabilities to permit partitioning of liabilities attributable to an employer that has gone out of business without paying its withdrawal liability.

· To qualify for the relief, a multi-employer plan must meet certain criteria, including

· A ratio of inactive participants to active participants of at least 2 to 1 as of the last day of each of the preceding two plan years.

· Benefit payments that were at least twice the amount of required contributions for each of the two preceding plan years, and

· Trustee certification that partition will significantly reduce the likelihood of insolvency.

· To avoid a premature loss of benefits by participants whose benefits are transferred to the PBGC, the PBGC’s benefit guaranty for these participants should be increased so that no participant’s benefit is reduced. 
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