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November 21, 2008
The Honorable Charles B. Rangel

Chairman

Committee on Ways and Means

U.S. House of Representatives

Washington, DC 20515


Re:
SUPPORT PENSION PROTECTION ACT REFORM
Dear Chairman Rangel:

As you know, a significant and growing number of U.S. pension plans, including our Association’s and many at New York commercial banks and thrift institutions, are underfunded.  This underfunding exists in spite of the fact that, as recently as the end of 2007, American employers had contributed dramatically and successfully to their employees’ pension portfolios and the largest employers had funded pensions to almost 106% of funding requirements.  Record asset losses, as a result of dramatic declines in equity and fixed income values during 2008, have reduced pension funding below 93%, more than a 12-percentage point decline in less than a year.  Pursuant to regulations issued interpreting the Pension Protection Act of 2006, further contributions are now required at the worst possible time.
The New York Bankers Association strongly supports the need to properly fund pension benefits that have been promised to future retirees.  However, we are concerned that the precipitate refunding of pension obligations at a time when credit, debt and equity markets are performing extremely poorly, may further exacerbate the credit and employment markets.  It might even force some institutions to reexamine their commitments to current pension programs.
We understand that Congress is currently considering a package of reforms to the Pension Protection Act and its implementation that would clarify its applicability in times of severe economic hardship such as the present.  Among these proposals are:


- Permitting pension plans to smooth out unexpected asset losses over a period of time, perhaps as long as 36 months, rather than requiring assets to be marked to market;


- Removing restrictions on the extent of asset smoothing, rather than requiring that assets remain within 10% of mark-to-market values;


- Extending the transition to new funding rules by maintaining the current 92% funding level requirement and making the transition relief available to plans below the phase-in level as well; and


- Permitting new funding elections without IRS approval for at least 2009 and 2010.
These changes would provide much-needed relief to employers that continue to maintain defined benefit plans for their employees while maintaining the integrity of the reforms enacted as part of the Pension Protection Act.  We respectfully request that your Committee consider adoption of these measures as a package at the earliest opportunity, ideally during the current Congress.

We would be happy to meet with you or your staff to provide additional information on this important topic.

Sincerely,
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Michael P. Smith

cc:  
Hon. David A. Paterson, Governor

Hon. Thomas P. DiNapoli, State Comptroller

Hon. Michael R. Bloomberg, Mayor, City of New York

Hon. William C. Thompson, Jr., City Comptroller

Hon. Richard H. Neiman, State Superintendent of Banks
