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Thank you, George Kourpias (International President, Machinists Union) for
those generous remarks. I‘'m very proud of our record. -

And you should be, too. We've been lucky to have a leader like George.
He’s been a key player 38 we’ve toiled to rebuild the airline industry over the last
few years. :

Ron Cary (President, TTD), Ed Wytkind (executive director, TTD) it's good to
see you both again. And good to see so many tamiliar faces from all the affiliated
organizations.

Yes, a lot has changed in the industry, as you say George, and in the
American economy over the last few years.

The Cold War is over. We’re no longer responding to outside enemies but
preparing for 3 global economy. We have more and more competition, more and
more technology. And we face, you face, who represent many of the people who
make up the backbone of our working families -- more opportunities and more
challenges.

I’'m here today to tell you we can, together, work to meet the economic
challenges of our time. Wae’ve been doing that over the last 2 1/2 years and will
keep working to make sure America is the leader in the global economy. And |
know it can’t be done alone, which is why we’ve been actively involved in
addressing labor union issues unlike prior administrations.

This Administration -- President Clinton and | -- came 10 office with a
different view of labor relations. What we pbelieve is that the key to America’s
competitiveness is the performance and productivity of our workforce, and central
to that is skilled union labor.

- more -
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Instead of simply letting management and labor engage in serious disputes,
we supported a notion of more constructive labor-management dialogue.

Take the case of United Airlines. That was the first one we tackled. When |
got involved, the company was laying off workers, losing buckets of money like
many other carriers, bankruptcy was just around the corner. We encouraged the
unions and management to sit down and work out their differences. They did and,
in the process, crafted the biggest employee buyout in corporate history.

Today, United is profitable and not a casualty as many at the time thought
would happen. | fly United often, and you can just see the difference in employee
attitudes. They’re not just happy and more productive workers; they’re
stockholders with a stake in the company’s future.

The United deal has set the tone for this Administration. | think the
approach is effective, benefiting workers, corporate America, and the overall
economy.

| know there’s more to be done. My friend Bob Reich, | understand, will be
talking with you tomorrow and he can bring you up to date with our efforts to raise
the minimum wage -- it is plain wrong 1o expect people to work for $4.25 an hour
- and to channel more federal resources into worker retraining.

Like President Clinton, | want a8 high-wage, high-growth, high-opportunity
country for all Americans. These are and must be our top priorities. A vibrant
economy like ours today is better than any remedy we can cook up here in
Washington.

Since day one, this Administration has worked overtime to bring the
economy back from recession. Had you held this convention 2 1/2 years ago and |
told you there would soon be over 7 million new jobs, the lowest unemployment
and inflation rates in years, 2,5 million new homeowners, 1.5 million new small
businesses, a record-breaking bull market on Wall Street and a cut in the deficit to -
$160 billion, you'd probably have asked who my joke writer was. But we had a
major impact in all these changes. '

Now, what about transportation? Virtually every market -- aviation, trucking,
railroads -- by almost any measure is doing well. All are operating in the black.
Profitable companies don’t lay off workers; they usually hire more workers and can
afford to pay them better.

- more -
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| worked with union and management leaders in every one of these
industries.

Just last week, | met with bus manufacturers to see what could be done to
help turn things around in their industry. Look at shipbuilding. In 1993, U.S.
shipyards had exactly one order for a commercial ship. The President helped
shipyards up-grade technology, put and end to unfair foreign subsidies and made
loan guarantees possible. And for the first time since | was in high school, we're
building ships to export, | also hope we can persuade the Congress to support our
Maritime Security AcCt.

Is anyone here from the flight attendants association (Association of Flight
Attendants). | met with some. of you in July. We talked about a lot things,
including those new flight duty rules. 1’'m especially proud of what we did. You
asked for an end to those 18-hour work days some 15 years ago. | put it on my
radar screen, and the problem is now fixed.

You also mentioned what we did for American Airlines. Remember the 1993
strike against American Airlines, the year many travelling Americans nearly missed
their Thanksgiving Day dinners? | sure do. It was five days from hell. President
Clinton and | actively got involved to help settle the dispute. The end result:
American is profitable, and the strike was settled.

Is anyone here from the pilots union? Any machinists? (IAM) Transport
workers? (TWU).

Remember that late night meeting in my office two summers ago (July 1993)
when we worked out a plan to keep Northwest Airlines from going broke?
Management, the unions, and government officials as facilitators all put our heads
together and came up with a better answer than bankruptcy.

These are the kinds of things I'm talking about when | say we can and must
work together to fix our economic problems and prepare for the challenges ahead.

What about our Teamster friends. Any of you here today? Remember a
year ago last April? Some 70,000 Teamster truck drivers and dock workers went
on strike for 17 days. Secretary Reich and | worked with you. We listened to '
your problems and helped moved the dispute into mediation. That’s cooperation,
the kind we need to build an American economy for the future. A massive strike --
no matter how valid the reasons behind it - makes havoc with the rest of this
complex, integrated economy of ours.

- nmore -
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| also want to thank the Teamsters for the strong position you have taken
against provisions in the House National Highway System bill which would weaken
federal safety standards.

| say the focus has to be on the broader economy. Without the engine of
growth generating new jobs, and protecting existing ones, there is very little the
government can do in a $6 tillion economy. Yes, we as a government must
remain committed to worker friendly policies. | won’t step away from the
American worker. But no one benefits if the overall economy goes in the tank, or if
a sector or particular region is in trouble. No one.

That’s why we -- worker, manager,'government policymaker -- must come
together and craft forward-looking solutions to problems. To understand the reality
and move ahead accordingly. '

For one, we need free and fair trade. That’s what the fight over Japanese
autos and auto parts was all about.

Another way to make certain our workers and businesses benefit from
expanding world trade is to pry open new markets. That's what l'll be doing in
November when | visit some of Asia’s hottest emerging markets; looking for new
opportunities to sell American know-how and to make certain our workers can
compete there fairly.

Now | know we’ve had our differences over the North American Free Trade
Agreement (NAFTA). The important thing now is 1o make sure the agreement is
working properly. In the area of trucking, one of my main.concerns is safety.

Our safety standards under NAFTA won’t be compromised. We want to
attain the highest mutual safety standard with our Canadian and Mexican partners,
not a least common denominater. We agreed, for example, that drivers of trucks
and buses must have comparable safety and operating knowledge and skills in
order to be licensed -- and that is working weil.

Beginning in mid-December, when the cross-border markets open, a host of
driver and equipment safety standards take effect requiring foreign drivers 10
comply with federal rules, such as financial responsibility, equipment specifications,
and hours-of-service. :

We'll be working hard, in concert with the states, 10 enforce these tough
new standards. It’s going to take some time, some getting used. But enforcing
these standards is a top priority.

- more -
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Now, there is one exception some of you may have heard about: driver drug
and alcohol testing. The same tough testing rules that domestic carriers must
follow also will be the rule of law for foreign truckers, but on a phased basis.
Since the decision to impose drug and alcohol testing on them was made just this
summer, it seems fair that foreign-based trucking firms be given as much time to
comply as our own U.S. industry.

Our "open skies" aviation policy will generate billions of dollars in new
economic activity and create tens of thousands of new jobs. An agreement
reached earlier this year with Canada, our most open and biggest market, is a net
job creator for America and alone will spur more than $15 billion in cross-border
activity. In the first six months of the year, U.S, (goods) exports 1o Canada
jumped 16 percent.

We've also just completed my.program to win new aviation agreements with
9 European nations. We signed the ninth, and final, agreement earlier this month
with Belgium. These open skies agreements will make the U.S. airline industry
more competitive in the global marketplace which translates into more jobs for
American workers.

Now I’ve been talking quite a bit about the Administration’s
accomplishments.

Despite what some have said about organized labor being on the ropes,
you’ve had your own share of victories, especially in preserving worker protection.

| know we worked closely with you on preserving the rights of workers to
bargain collectively. We've also worked with you in streamlining the 13(c)
process, which is a key labor protection program. '

The transportation trades deserve much of the credit in blocking the effort to
repeal this labor protection program for transit workers. When the Coleman
Amendment to the House appropriations bill was introduced to remove language
which repealed 13(c), you won by a vote of 244-186.

Despite the sea change in Congress, lawmakers and voters aren’t in the
mood to turn back the basic rights of workers.

An early sign of that came this summer. It didn’t get a lot of attention.
Remember the assauit on Davis-Bacon? What a victory that was, with labor,
Senate Democrats and the Administration all weighing in together to make sure
Davis-Bacon rules continued to apply to federal highway projects.

- more -
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And last week’s vote by the House transportation committee on Amtrak
funding legislation was a breakthrough. Although we're not quite there yet, the bill
offers a win-win situation. First, the country wins through an adequately funded
and a more entrepreneurial Amtrak. And just as importantly, labor wins because
the bill doesn’t dictate on the issues of contracting out and labor protection.

In FAA reform, we’ve strongly opposed congressional efforts to slash
"premium pay’’ for air traffic controllers. With your help, | think we can win this
one.

Now I've saved for last what | like doing best in this job -- making cash
awards to worthy projects. After careful consideration -- maybe a little 100
carefully, it took some three years to decide -- I’'m awarding $250,000 to the.
International Association of Fire Fighters (IAFF).

This grant will fund a program to train 160 new instructors in handling
hazardous materials at accident sites. What pleases me most about making this
award today is the way it fits into the administration’s overall economic strategy
which emphasizes training and education. | can’t think of a better way to spend
the taxpayer’'s money.

Congratulations 10 the |AFF and your members.

R X
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MEMORANDUM TO: Harold Ickes & %{\‘“, N
| Deputy Chief of Staff U
FROM Mortimer L. Downey
SUBJECT : Personnel Reform

The FY 1996 DOT Appropriations Act language on personnel reform exempts the FAA from
all provisions of civil service law except for a short list of enumerated provisions. The short
list did not include Chapter 71 under which the FAA grants recognition to organized
bargaining units. While this does not preclude the FAA from continuing to recognize and
deal with the unions currently representing agency employees, it leaves that recognition to
the discretion of the agency. Itis this discretionary nature of recognition that is vehemently
opposed by the National Air Traffic Controllers Association (NATCA) and other unions which
represent FAA employees. The McCain-Ford Bill supported by the Administration explicitly
continues the applicability of Chapter 71 to the FAA. When NATCA brought this issue to the
attention of the Department on October 18, we supported an attempt by House Democrats to
inciude coverage by Chapter 71 in the Appropriations language. Unfortunately, this attempt
failed because of Republican opposition. Secretary Pena wrote to Barry Krasner of NATCA
on October 20 stating DOT's position of support for continued FAA coverage by Chapter 71.

Itis our intent, as the FAA Administrator moves forward to implement a new personnel
system as permitted by the Appropriations Act, to continue to recognize and support the
existing labor-management framework in the same way we would if Chapter 71 were
applicable.
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October 20, 1995

Mr, Barry Krasner

President, National Air Traffic
Controllers Association

1150 - 17th Street, NW, Suite 701

Washington, DC 20036

Dear Barry:

As you know, the Clinton Administration and the Congress are currently pursuing several
avenues to achieve Federal Aviation Administration (FAA) reform. Several of the
legislative initiatives grant the FAA authority to establish a new personnel system in some
areas, while preserving coverage by Title V of the U.S. Code in other areas.

The Clinton Administration has voiced strong support for the FAA reform proposal
introduced by Senators McCain, Ford and Hollings. One very important aspect of their
bill is its preservation of the samtory framework for labor-management relations,

Chapter 71 of Title V, within FAA. We believe that the preservation of this framework is
a necessary component of any reform legislation.

Also, we supported and worked to preserve Premium Pay for Controllers, and the
Conference Committee agreed to retain Premium Pay.

It indeed is unformnate that you did not raise the DOT FY 96 appropriations bill language
with me until Wednesday, October 18, the day the conferees considered this issue. [
immediately went to work on this issue but, despite out efforts, we were unable to
convince the conferees to clarify the Chapter 71 issue.

The conferees included in the Staternent of Managers language that makes it clear that no
labor organizations are 1o be disenfranchised by the personnel reform provisions. We
strongly support this language. You can be assured that we will continue o recognize and
support the existing labor-management statutory framework.

Sincerely,

i P

Federico Peria
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May 10, 1995

To: Harold Ickes

From: Debbie Willhite

Per our discussion.
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Affliated with American Federation of Labor and Congress of Industrial Organizations

FAX: 212 211431

80 WEST END AVENUE - NEW YORK, N.Y.-10023 - PHONE: 212 8736000 -

May 10, 1995

The Honorable William Clinton
President of the United States
The White House
Washington, D.C.

Dear Mxr. President:

On behalf of the sixty thousand airline workers
represented by the Transport Workers Union of America, I
want to express my grave concern that the United States may
be about to waive the Fly America Act in the largest
international aviation market in the world the U.S. -
United Kingdom. If true, this is a sgsevere blow to our
airline members and their families. I urge you in the
strongest possible terms, to reverse this decigion before it
ig finalized.

The Fly America Act exists to make certain that U.S.
government empleoyees fly on U.S. airlines whenever possible.
This is a widely accepted policy that has helped U.S.
carriers tc maintain strength in the international markets
which, in turn, benefits U.8. airline labor. Last month
during intense negotiations, the United Xingdom demanded
that i1ts cazrriers be allowed to receive waivers from this
requirement and participate in U.S. government traffic. At
the time, we were pleased that the U.S. negotiators stood
firm on this issue.

But now, apparently, the Departments of Transportation
and State have backed down and are prepared tc give the
British the authority to bid for this traffic by using U.S.
carrier codes. This obviocusly doces not change the effect of
the waiver. U.S. government tax dollars will be going to
pay for services by British carriers when there are many
U.S. carrlers serving these markets that could handle the
business--carriers that employ U.S. workers, and f£ly U.S.
manufactured planes, maintained.and gerviced in the United
States. This would so undercut the Fly America 2aAct as to
make it meaningless.

- [@oo2/003
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The Eoncrable William Clinton
May 10, 1995
Page 2

We simply” can’t believe that this represents the
position of the Clinton/Gore Administration. Accordingly,
we ask you to stop the negotiations with the British until
this issue is off the table once and for all.

Sincerely,

Sonny Eall%
President, Transport Workers

Union of America, AFL-CIO
SH:mjm
cc: The Honorable Federico Pena

Harold Ickes
Kitty Higgins
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Transport Workers Union of America

Affiliated with American Federation of Labor and Congress of Industrial Organizations
80 WEST END AVENUE - NEW YORK, N.Y. 10023 - PHONE: 212 873-6000 - FAX: 212 211431

May 10, 1995 Q'.?;E‘-_“‘.;'@ - ED w
The Honorable William Clinton (ﬁ] )
president of the United States Y,

The White House
washington, D.C.

Dear Mr. President:

on behalf of the sixty _phoggppqw.aiyline workers

repréﬁéﬁ:éq'§iftﬁé'Tiaﬁspor:_Wbrﬁé:s Unicn of America, I
Y want €& €xpress my grave concern that the United States way.
:-be-~about- to waive the Fly. America Act in the largest

1 international aviation markdét in the world -- the U.S. -

. United Kingdom. Tf true, this 1is a severe blow to our
T oy ' s q s .

airline members and their families. I urge you 1n the

strongest possible terms, ro reverse this decision before it
is finalized.

The Fly America Act exists to make certain that U.S.
governnent employees fly on U.S. airlines whenever possible.
This is a widely accepted policy that has helped U.S.
carriers to maintain strength in the international markets
which, in turn, penefits U.S. airline labor. Last mcnth
during intense negotiations, the United Kingdom demanded
that its carriers be allowed to receive waivers from this
requirement and participate in U.S. government traffic. At
the time, we were pleased that the U.S8. ncgotiators stood
firm on this issue.

But now, apparently, the Departments of Transportation
and State have backed down and are prepared to give the
British the authority to bid for this traffic by using U.S.
carrier codes. This obviously does not change the effect of
the waiver. U.5. government tax dollars will be going to
pay for services by British carriers when there are many
U.S. carriers serving these markets that could handle the
business--carriers that employ U.S. workers, and fly U.S.
manufactured planes, maintained and serviced in the United
States. This would so undercut the Fly America Act ag to
make it meaningless.
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The Honorable William Clinton
May 10, 1995
Page 2

We simply can’'t believe that this represents the
position of the Clinton/Gore Administration. Accordingly.
we ask you to stop the negotiations with the British until
this issue is off the table once and for all.

Sircerely,

Sor.ny aa 1 1%
President, Transport Workers

Union of America, AFL-CIC

SH:mjm

cc: The Honorable Federico Pena
Harold Ickes w
Kitty Higgins
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INTERNATIONAL UNION rematenat Presen
HOWARD W. RANDOLPH, JR.
International Vice President and

AFL-CIO, CLC ’.EG’SLAT’VE DEPARTMENT National legislative Director

TONY PADILLA

Assistant National legislative Directc:

December 14, 1995

Mr. Harold Ickes
Deputy Chief of Staff for

Policy and Political Affairs
Office of the President of the U.S.
The White House
1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mr. Ickes:

As follow-up to our meeting of October 6, 1995, I have enclosed a copy of a letter
written by John Sweeney, President, American Federation of Labor and Congress of
Industrial Organizations (AFL-CIO).

As we discussed, the Transportation Communications International Union
(TCU), which represents over 100,000 rail workers, provided an automatic retiree
COLA based on erroneous actuarial information. This COLA threatens the solvency
of TCU and will eventually lead to a declaration of bankruptcy of the Union.

I have enclosed copies of the information that we provided to you during our
meeting. It is imperative that legislative language that resolves this problem be
incorporated into a tax package that will be signed by President Clinton. On behalf
of TCU, I would like your support.

If you have any questions, please do not hesitate to contact me. In advance, I
thank you for your attention to this matter.

Sincerely,

Robert A. Scardelletti
International President

Enclosures

AFL-CIO Bldg. - 5th Floor ® 815 — 16th Street, N.W. & Washington, D.C. 20006 * (202) 783-3660
FAX (202) 783-0198

LN it TR
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December 14, 1995

Senator Alfonse M. D'Amato
United States Senate

520 Senate Hart Office Building
Washington, D.C. 20510-3202

Dear Senator D'Amato:

As you are aware, the AFL-CIO has been supporting the
Transportation-Communications International Union (TCU) in its
efforts to correct the decision of its former Trustees in approving
an automatic COLA on retiree benefits covering its officers and
staff. This decision was based on demonstrably erroneous actuarial
advice that this benefit could be provided without any increase in
contributions. This action has, in fact, created a major burden on
TCU, threatening the financial viability of this union.

TCU represents over 100,000 rail workers employed by our
nation's railroads, including the following major carriers serving
New York State -- Metro North, Long Island Rail Road, PATH, New
Jersey Transit, Amtrak and ConRail. The bankruptcy of TCU would be
a tragedy not only for that union and its members, but the entire
labor movement. It would undoubtedly result in significant labor
unrest to the detriment of our nation's rail carriers and the
public they serve.

I, therefore, was extremely pleased to learn of your
commitment to assist TCU in resolving this problem through an
appropriate legislative vehicle and wanted to thank you for your

support.
¥ eryM

John J. Sweeney
President

cc: Michael Kinsella, AA
Susan Nassar, LA
R. A. Scardelletti, IP
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September 29, 199%

The Honorable William V. Roth, Jr.
Chairman

Senate Finance Commit:iaee
Washington, D.C. 20510

Dear Mr. Chairman,

T am writing to you to request incluasion of language in your
pending Chairman‘s Mark reliating to the tax provisions for -he 1$9%S
budget recozciliation bill.

The language which is sat ouc at TAB A, would provide ralief
for the Transportation Communications International Union ("TCU")
Ly relieving it~ of cthe obligation to provida future COLA increases
to its staff retirement beneficiaries.

Joint Tax in a letzer datzed June 14, 1995, estimated that the
proposal "would have a negligible effect on Federal fiscal year
budget receipts." The Joint Tax letter is at TAB B. In other
words, Mr. Chairman, providing relief to TCU on this matter would
have no ¢ost impact on the figc.

TCJ 19 entitled t5 relief bacause the adoption of the COLA was
based on demonstrably and clearly ervoneous actuarial advice.

TCC’s Tnion Statf Retirement Plan (tha "=lan") wasg egtablished
in 1955. Until 1990, the 2lan did not Exovida a COLA

In October of 1990, the Plan Trustees approved an automatic
COLA based on the advice of its actuvary that such a benefit could
be granted without any increase in contribuc-ions by Plan

rarticigpants.

In the gummer of 1992, William M., Merxrcar, Inc. /"Mercer") was
retained by the Plan Trusteeg to act as tha actuary to TCU's Plan.
In making the 1993 actuarial valuationg, Mercer advised the
Trugtees that zhe COLA could not be funded without significantly
increasing contributicns.

Following receipt of Mercer’s actuarial valuations, TCU
amended the Plan to alimirate COLA’s on benefits accruing for
active employees after May 14, 1993. Mercer has concluded that
even after the May 14, 1993 Plan amendments, the COLA benefit which
continued to accrue to retiree’s undar the Plan would require TCU
to raise 1ts pension contrikuticns by $2 million a year -- almost
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doubling the level of contribution prior to the adoption of the
COLA.

TCU has concluded that such an increass in pension
contributions 18 nrot sustainable and that the Pension Benefit
Guaranty Corporation (*PRGC") may ultimately be required to assume
certain of the obligationm of the Plan. A forecast preparsd by
Deloitte & Touche LLP projecting the impact of the Plan‘s COLA on
TCU’s future finances over five years shows that at the and of five
years, TCU will have apent all of its operating capital and have
incurred a debt of $1.4 million, A copy of the Deloitte Touche
forecast as well as the most recent valuation report prepared by
Mercer were provided toc Finance Committee staff in June of this
year.

If che plan is to remain solvent, TCU requires legislative
relief which would permit 7CU to eliminate fyuture COLA benefits
accrulrg to beneficiaries cf the plan who had retired prior te May
14, 1993. The attached legislative language at TAB A would amend
Section 411(d) (6} of the IRC and Secticn 204(g) c¢f ERISA to
accompliah that result.

TCJ, in a letter dated July 26, 1995, addressad to Sarah Fox,
Chief Labor Counsel of the Senate Committee on Labor and Human
Regources, advised Ms. Fox that:

(TCU] has kept all Plan participants advised of the impact of
COLAs. We have received virtually ro negative response from
Tetixees to our stated intent to discontinue futura COLA
increases.

A copy of that letter, togecther with the notices rhat the Plan
frovided to its retirees have been provided to the Finance
Committee Staff.

The Truscee’'s for the Plan have filed a lawsuit against the
prior actuary who certified that the COIA would not result in any
increase in contributions by the Plan’'s participants and againet
the prior trustees who approved the COLA. <Copies of the pleadings
and responses can be provided ts you or the Pinance Committee staff
upon raquest. TCU in its letter to Ms. Fox stateg that "avan if
duccegsful, it is not ancictfa:ed that any Jjudgment will be
sufficient to covar the cogt of the COLA."

My staff has reen negotiating with Mg. Fox te determine
whether the Senate Committea on Labor and Human Regources will
exercige jurisdiction cover the ERISA provisions contained in the
attached legislative language. I will advise you of the result of
those negotiaticns.

Z am advised that the following persons at -he LCepartment of
Labor have reviewed the proposed legislative language at TAB A and
Lave no cbjection to its inclusion:
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Olena Berg, Assistant Secretary for Pension and Welfare
Benefita (219-8233),

Meredith Miller, Deputy Assistant Secretary Zor Pol:icy
(219-8233), and

Alan D. Lebowitz, Deputy Assiszant fecretary for Program
Cperacions (219-9048) .

The Department of Labcr has forwarded the proposed language to “he
Department of Treasury for their review and comment. I will advise
you of Treasury’s response upon receipt of the same.

In summary, Mr. Chairman, I am firmly convinced that TCU ‘s
enctitled to the relief contained :n the attached legislative
language. Joint Tax has ccncluded that enactment of the language
would have "negligible* revenue impact. Unless relief is obtained,
the PBGC may waell be required to assume many of the payment
obligations under the plan -- to the detriment of =he American

taxpayers.

I raquest, Mr. cChairman, that you give conasideration to
including the legislative language sat curt at TAB A in your Mark
relating to the tax provision for the 1995 budget reconciliation
bill .

Sincerely,
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A BILL

To waive certain requirements of the Intarnal Reavenue Code

O 00 3 A N £ W P o=

of 1986 and tte Employee Retirement Income Security
Act of 1974 with respect t0 a plan amendment eliminat-
ing cost-of-living benefits,

Be it enacted by the Senats and House of Representa-
tives of the United States of America in Congress assemblad,
SECTION 1. APPROVAL OF PLAN AMENDMENT ELIMINAT-

ING COST-OF-LIVING BENEFITS.

(a) IN GBNBRAL.—The provisions of section
411(4)(6) of the Internal Revenue Code of 1986 and sec-
tion 204(g) of the Employee Ratirement Income Security
Act of 1974 skall not apply to a qualified plan amendment
which provides for the elimination of coat-of-living adjust-

P.Ss?
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5
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7
8
S

10
11
12
13
14
15
16
17

2
Tnents to denefits under the plan which were provided pur-
suant to a plan amendment-—
(1) which was approved on October 13, 1990,
and effactive on January 1, 1991, and
(2) with respect to which the plan actuary gave
advice that the amendment would not reswlt in ag
increase in any required contribution to the plan.

(b) QUALIFIED PLAN AMENDMENT.—For purposes
of this section, the tarm “qualified plan amendment”
means a plan amendﬁ:ent which—

(1) 13 adopted before January 1, 1996, and is
effective on or after such date,
(2) is to a defined benefit plan established on

Juze 30, 1985, and

(3) does not reduce the amount of any bensfit

being paid to any plan participant or beneficiary im-

mediately before the plan amendment is offective.

P.8?
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donorable Max Baucus
Jniced States Senate
Washington, DC 20510

Dear Senator Baucus:

This is ir response to your request cdated April 13, 1995,
<Or a revenue estimate of a proposal which would provide relieg
for a specific plan from the prcvisions of Secrion 4111:d) (6) of
the Internal xevenue Code of 1986 ("the Code*).

Specifically, the Bill would provide that a qualified
pension plan would not violate the rules relating to reductions
in accrued benefits (Code sec. 411(d) (6)) if the plan was amended
to eliminate cost-of-living adjustments to bepefits under the
plan. The bill would apply only to defined benefit p-ans
established on June 30, 1955, that approved cest-9f-1iving
adjustments on October 13, 1990, which were effective on
Januazy 1, 1991. It i{s our understanding, from materials
provided by Roger Blauwat of your staff, that the intent of the
Proposal is to provide relief te one particulav plan, the
Traosportation Communications International Union plan. The
revenue escimate is based on this understanding.

The proposal would be effective for plan amendments adopted
before January 1, 1996. We estimate that tre proposal would have
a negligible effec: on Federal fiscal year budget receiptgs,

I hope this information <3 helptx If we can be of
further assistance in this matter, g -
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PLEASE DELIVER THE FOLLOWING PAGES TO:

NAME : Harold Ickesg
LOCATION: The White House
TELECOPIER NUMBER: 202/456-2464
FROM: R. A. Scardelletti
DATE: 3/6/96
MESSAGE:

f:\-'c-\c‘c_ d .,
TOTAL NUMBER OF PAGES: 3

(including information page)

For copies not received or unacceptable coples, please call

(301) 948-4910 and ask for Ginny Dixon

3 Research Flace * Rockville, MD 20850 = (301) 948-4910 * FAX (3071) 8948-1369
owlER.)
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TRANSPORTATION « COMMUNICATIONS
INTERNATIONAL UNION

ROBERT A. SCARDELLETT!
AFL-CIQ, CLC International President

March 6, 1996

Mr. Harold Ickes

Aggigtant to the President
and Deputy Chief of Staff

The White House

Washington, DC 20500

Dear Mx. Ickes:

In regard to your letter of Faebruaxry 9, 19596, I am furnishing
you with a copy of a joint letter dated February 29, 1996, from
Senators Al D'Amato and Max Baucus, addressed to Senator William
Roth, Chairman, Senate Finance Committee, urging that TCU’'s request
for relief be included in any tax package drafted for conslderation
by the Senate Finance Committee this yaar.

As discussed with you, your assistance is urgently needed and,
as always, apprecilated.

Attachment

CC: Nell Hennessy, PBGC
Joseph Grant, PBGC
Linda Dorfee-Flaherty

3 Research Place * Rockville, MD 20850 ¢ (301) 948.4910 ¢ FAX (301} 948-1369
L5 )
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Rnited States DSenate

WASHINGTON, DC 20840

February 29, 1996

The Homerabla William V. Reth, Jr.
Chairman

Senate Finance Committee
Weshingtom, D.C. 20810

Deaxr Mr. Chairwan,

In the avent a tax package ia drafted for considaraticn by the
Finapce Committvea or the tull Senate ch-s5 year, we request that you
give congideracion to inoluding languagae whdich would provide xelief
=0 the Transportation Cemmunications Infernational Union (T From
cefttin obligations under ite qumlifiad retirement pilan (the
"Plan*) .

Simply stated, Mr. Chairman, formar trustens of the Plan
approved an automatic TOLA on reviree hanefits based on erronesus
actuarial advice that the COLA increases could be provided without
any increase in contribukions to Cche Pglan, Contxary to the
actuarial adviee, the OOLA increcases now thremcen the financial

viability of TCU.

The legislacive language which is attached to this
enrragpondenca weuld reiieve TCU of the oblagation to provide
future COLA incremses to ics staff retivament beneficiaries.

Joint Tax i1n a letter dated June 14, 1995, estimated chat the
sttacked legaslaotive language "wou.d have a negligible affact &h
Fedaral fismeal year budget raceipts.

We have also attached to this correspondence a lastay Max sent
you in Geptomber of last yeay explaining the TCU matter in greater
derail. The letter notes that TCU ham had discussions with the
Department of Labor on this matter. We have hasn azdviged ehat TCUD
nag recently met with the Pension Benefit Quaranty Corporation and
that che PBOC supprrts a legislative solution to TCU'® problam.

We thank you, Mr. Chairman. for yYour ooneideration of our

requedt. We lock forward to working wich yeu in structuring a tax
package for consideration by the Committes and the Senate.

Bnclosures



THE WHITE HOUSE
WASHINGTON

9 February 1996

Mr. Robert A. Scardelletti

International President

Transportation Communications
Legislative Union

AFL-CIO Building - Sth Floor 815

l6th Street, N.W.

Washington, D.C. 20006

Dear Mr. Scardelletti.:

Thank you for your 14 December 1995 letter about the proposed
legislation regarding the ability of TCU to eliminate the
automatic COLA in the pension plan for its staff employees.

I have referred your proposal for analysis to the Department of

the Treasury, and they are reviewing it.

Please be assured that

we will take your views into consideration as part of our review
of any legislative proposals on this issue by Congress.

Thank you again for writing.

Sincerely,

R R J

Harold Ickes
Assistant to the President
and Deputy Chief of Staff

cc: Bill Burtz (Treasury)



TraNsPORTATION » COMMUNICATIONS I —_—
INTERNATIONAL UNion
International Vice President and

AFL'CIO: ac ’.EG’SMT’VE DEPARTMENT National (egisloh've Director

HOWARD W. RANDOLPH, JR.

TONY PADILLA

Assislont National legislative Director

December 14, 1995

Mr. Harold Ickes
Deputy Chief of Staff for

Policy and Political Affairs
Office of the President of the U.S.
The White House
1600 Pennsylvania Avenue, N.-W.
Washington, D.C. 20500

Dear Mr. Ickes:

As follow-up to our meeting of October 6, 1995, I have enclosed a copy of a letter
written by John Sweeney, President, American Federation of Labor and Congress of
Industrial Organizations (AFL-CIO).

As we discussed, the Transportation Communications International Union
(TCU), which represents over 100,000 rail workers, provided an automatic retiree
COLA based on erroneous actuarial information. This COLA threatens the solvency
of TCU and will eventually lead to a declaration of bankruptcy of the Union.

I have enclosed copies of the information that we provided to you during our
meeting. It is imperative that legislative language that resolves this problem be
incorporated into a tax package that will be signed by President Clinton. On behalf
of TCU, I would like your support.

If you have any questions, please do not hesitate to contact me. In advance, I
thank you for your attention to this matter.

Sincerely,

Robert A. Scardelletti
International President

Enclosures

AFL-CIO Bldg. - 5th Floor ® 815 - 16th Street, N.-W. ¢ Washington, D.C. 20006 « (202) 783-3660
FAX (202) 783-0198
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DEPARTMENT OF THE TREASURY
WASHINGTON

February 8, 1996

MEMORANDUM FOR JENNIFER O'CONNOR
THE WHITE HOUSE

L
FROM: J. BENJAMIN H. NYE '
EXECUTIVE SECRETARY

SUBJECT Reply to TCU President Scardelletti regarding
legislative proposals to eliminate pension plan
COLA

Attached is the draft language you requested for Harold Ickes'
reply to a letter from Mr. Robert A. scardelletti, International
President, Transportation-Communications International Union,
requesting Administration support for legislation that would
permit the union to eliminate a pension cost-of-living benefit it
had previocusly granted its retirees.

It is generally viewed as inappropriate for the Administration to
affirmatively support tax legislation narrowly targeted to
benefit a specific plan. This proposed ‘rifle-shot” exception to
the worker protection provisions of the Internal Revenue Code and
ERISA is aleo not the type of provision that would be appropriate
to be included in a budget proposal.

We are in fact currently studying this proposal but we have
concerns about the appropriateness of using legislation to
resolve this issue, particularly given the pending court case.

It is conceivable that a fact-specific dispute such as this would
be better addressed by the courts, who are better situated to
examine the underlying facts of the case. We also want to weigh
the fact that there may be other cases raising similar problems
(union penion trustees granting COLAs for retirees shortly before
their own retirement) and that the future benefits of rank and
file retirees would be reduced under the proposed solution.

Attachment

Staff contact: Bill Bortz
Attorney-aAdvisor
Office of the Benefits Tax Counsel
622-1332

@Goo2
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Mr. Robert A. Scardelletti

International President -

Transportation-Communications International Union

AFL~-CIO Building, Fifth Floor

816 Sixteenth Street, N.W.

Washington, D.C. 20006

Dear Mr. Scardelletti:

Thank you for your letter concerning the proposed legislation
regarding the ability of TCU to eliminate the automatic COLA in

the pension plan for its staff employees.

I appreciate hearing your concerns. The proposal has been
referred for analysis to the Department of the Treasury. Please
be assured that we will take your views into consideration as
part of our review of any legislative propasals on this issue by

Congress.
Thank you again for writing.

Sincerely,



American Federation of Labor and Congress of Industrial Organizations

EXECUTIVE COUNCIL

B15 Sixteenth Street, N.W. JOHN J. SWEENEY RICHARD L. TRUMKA LINDA CHAVEZ-THOMPSON
Washington, D.C 20006 PRESIDENT SECRETARY-TREASURER EXECUTIVE VICE PRESIDENT
2 637-5000
(202) Abert Shanker Edward T. Handey Wayra €. Glemn James €. Hatfield
Vincent R. Sombrono Genald W. McEntes Wilam H. Bywater Mervn J. Boode
Joha T. Joyos Morton Batv Robet A. Georpne Gere Upshaw
Joy Mazwr Lanore Madier John J. Banry Mos Baer
George J. Kourpias John N. Sturdrvant Frank Harvey James J. Noron
Michsel Sacco Ron Carey Attwr A Coa Feark Hert
Gloria T. Johnson Oouglas H. Donty Georpe F Becker Staphen P. Yokach
Capt. J. Randoiph Babbdt Clayola Brown Richard W. Corgtz WA Wac* Feming
Caroiyn Forrest Pat Friend Michael Goodwin Joa L Greene
Sorwry Hal Surmv Hary Caol Haynes James LaSals _
Wakam Lucy Leon Lynch Ooug McCaron Andrew McKenzie _
AL Mike® Monros Artur Moore Artro S. Rodriguez Robart A. Scardedetti
Rabert E. Wages Jake West Alfred K. Whitehead

December 14, 1995

Senator Alfonse M. D'Amato
United States Senate

520 Senate Hart Office Building
Washington, D.c. 20510-3202

Dear Senator D'Amato:

As you are aware, the AFL-CIO has been supporting the
Transportation:Communications International Union (TCU) in its
efforts to correct the decision of its former Trustees in approving
an automatic COLA on retiree benefits covering its officers and
staff. This decision was based on demonstrably erroneous actuarial
advice that this benefit could be provided without any increase in
contributions. This action has, in fact, created a major burden on
TCU, threatening the financial viability of this union.

TCU represents over 100,000 rail . workers employed by our
nation's railroads, including the following major carriers serving
New York State -- Metro North, Long Island Rail Road, PATH, New
Jersey Transit, Amtrak and ConRail. The bankruptcy of TCU would be
a tragedy not only for that union and its members, but the entire
labor movement. It would undoubtedly result in significant labor
unrest to the detriment of our nation's rail carriers and the
public they serve.

I, therefore, was extremely pleased to learn of your
commitment to assist TCU in resolving this problen through an
appropriate legislative vehicle and wanted to thank you for your

support.
T /z;;z/<§gii&¢7:§;}///

John J. Sweeney
President

Cc: Michael Kinsella, AA
Susan Nassar, LA
R. A. Scardelletti, IPpP
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September 29, 199%

The Honoreable William V. Roth, Jr.
Chairman

Senate Finarnce Committae
Washington, D.C. 20510

Dear Mr. Chairman,

I am writing to you to request inclugion of language in your
pending Chairman’s Mark relating to the tax provisions for the 19%5
budget reconciliatiorn bill.

The language which ia sat out at TAB A, would provide relief
for the Transportation Communications International Un:on (*TCU")
Ly relieving it of the obligation to provide future COLA {ncreases
to its staff retirement beneficiaries.

Joint Tax in a letzer dazad June 14, 1995, estimated that the
prcposal "would have a negligible effect on Federal fiscal year
budget receipts." <The Joint Tax letter is at TAB B. In other
words, Mr. Chairman, providing relief to TCU 2a this matter would
have no c¢ost impact on the fisc. '

TCU 139 entitled to relief bacause the adoption of the COLA was
based on demonstrably and clearly eryoneous actuarial advice.

TCC'’s Tnion Staff Retirement Plan (tha "Zlan") wag egtablished
irn 295S5. Until 1990, the Plan did not rrovida a COLA

In October of 1990, the Plan Trustees approved an sutomatic
COLA based on the advice of its actuvary that such a benaefit could
be granted without any increase in contributions by Plan
rarticigants.

In the gummer of 1992, William M. Mercar, Inc. ("Mercer") was
retained by the Plan Trustees to act ase thae actuary to TCU’'s Plan.
In making the 1993 actuarial valuations, Mercer advised the
Trustees that the COLA could not be funded without significantly
increasing contributions.

Follcwing receipt of Mercer’s actuarial valuations, TCU
amended the Plan to alimirate CTOLA’8 on benefits accruing for
active employees after May 14, 1993. Mercer has concluded that
even after the May 14, 1993 Plan amendments, the COLA benefit which
continued to accrua to retiree’a under the Plan would require TCU
to raise i1tg pension contrirutions by $2 millicn a year -- almost
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doubling the level of contribution Prior to the adoption of the
COLA.

TCU has concluded that such an increase in penaion
contributione Js nrot sustainable and that ths Pension Benefit
Guaranty Corporation ("PBGC") may ultimately be required to assume
cearcain of the obligationsm of the Plan. A forecast prepared by
Deloitte & Touche L P pProjacting the impact of the Plan‘s OCOLA on
TCU's future finances aver five Years shows that at the and of five
years, TCU will have spent all of its operating capital and have
incurred a debt of $§1.4¢ million. A copy of the Deloitte Touche
forecast as well as the mO6L recent valuation report prepared by
Mercer were provided to Finance Committes staff in June of this
year.

If che plan is ts remain golvent, TCU requires legislat:ive
relief which would permit TCU to eliminate future COLA benefits
4CCruirg to beneficiaries cf the plan who had retired prior to May
14, 1993. The attached legislative language at TAB A would amand
Section 41:1(d)(6) of the IRC and Section 204(g) cf ERISA to
accomplieh that resul:.

TCJ, in a letter dated culy 26, 1995, addressed to Sarah Fox,
Chief Labor Counsel of the Senate Committee on Labor and Human
Resources, advised Ms. Fox that:

(TCU] has kept all Plan participants advised of the impact of
COLAsS. We have received virtually ro negative response from
reClrxees to our stated intent to discontinue futura COLA
increases.

A ZODY 0f that lattar. togecher with the notices that the plan
crovided to its retireses have been provided to the Finance
Committee Staff.

The Trustee’s for thea Plan have filed a lawsuit against the
Prior actuary who certified that the COLA would not resulst in any
increase in contributions by the Plan's participants and against
the prior trusrees who approved the COLA. <Copies of the pleadings
and respcnses can be provided to you or the Pirance Committee staff
Upon raquest. TCU in its letter to Ms. Fox states that "evan if
@uccaesful, it is not ancicipated that any judgmant will be
sufficient to cover the cost of the COLA."

My staff has leen negotiating with Mg. Fox to determine
whether the Senate Committea on Labor and Human Regources will
exercise Jjurisdiction over the ERISA pProvisions contained in the
attached legislarive language. I will advisae You of the result of
those negoriaticns. ' -

2 an advised that the following persons at <he Cepartment of
Labor have reviewed the proposed legislative language at TAB A and
Lave no cbjection to {ts inclusion:
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Olena Berg, Assistan: Secrstary for Pension and Welfare
Benefits (219-8233),

Meredith Miller, Deputy Assistant Secretary Zor Policy
(219-8233), and "

Alan D. Lebowitz, Deputy Assistant Secretary for Program
Cperations (219-9048),

The Department of Laber kas forwarded the proposed language to -he
Department of Treasury for their review and comment. I will advise
you of Treasury’s response upon receipt of the same.

Zn summary, Mr. Chairman, I am firmly convinced that TCU ‘s
entitled to the relief contained :n the atctached legiglative
ilanguage. Joint Tax has ccncluded that enactment of the language
would have *negligible“ revenue impact. Unless relief is obtained,
the PBGC may wall ba raquirad to assume many of the payment
Obligations under the plan -- to the detriment of che American

taxpayers.

I Traquest, Mr. Chairman, that you give consideration to
including the legislative language gat out at TAB A in your Mark
relating to the tax provigion for tha 199§ budget reconciliation

bill.

Sincerely,



. SEF 22 '95 23:21PM SEN BAUCUS-WASH DC

O:\MAT\MATIS.188 3.L.C

104TH CONGRESS

18T SE8sION S o

IN THE SENATE OF THE UNITED STATES

Mr. BavcUs introdused the following bill; which was read twice and referrsd

to the Commirtas on

A BILL

To waive certain requirements of the Intarnal Revenue Code

\ooowc\u\.txwto-—

of 1986 and tke Employee Retirement Income Security
Act of 1974 with respect to a plan amendment eliminat-
ing cost-of-living benefits,

Be it enacted by the Senats and House of Representa-
tives of the United States of America vn Congress assemblad,
SEECTION 1. APPROVAL QOF PLAN AMENDMENT ELIMINAT-

ING COST-OF-LIVING BENEFITS,

(a) IN GBNERAL.—The provisions of section
411(d)(6) of the Internal Revenue Code of 1986 and sec-
tion 204(g) of the Employee Ratirement Income Security
Azt of 1974 skall not apply to a qualified plan amendment
which provides for the elimination of cost-of-living adjust-

P.S»
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2
ments to denefits under the plan which were provided pur-

2 suant to aplan amendment—

3
4
5
6
7
8
9

10
11
12
13
14
15
16
17

(1) which was approved on October 13, 1990,
and effactive on January 1, 1991, and

(2) with respect to which the plan actuary gaive
advice that the amendment would not result in an
increass in any required contribution to the plan.

(b) QUALIFIED PLAN AMENDMENT —For purposes
of this section, the tarm “qualified plan amendment”
means a plan amendinent which—

(1) 13 adopted before January 1, 1996, and is
effective on or after such date,
(2) is to a definad benefit plan established on

Juze 30, 1955, and

(3) does not reduce the amount of any benefit

being paid to any plan participant or beneficiary im-

mediately before the plan amendment is effactive.

P.e7
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donorable Max Baucus
United States Ssnate
Waghington, DC 23510

Dear Senator Baucus:

This is iz respoase to your request dated April 13, 1995,
-OI a revenue egtimate of a proposal which would provide relief
for a specific plan from the prcvisions of Secrion 411{d) (6) of
the Internal xevenue Code of 1986 ("the Code’).

Specifically, the ti.l would provide that a qualified
pension plan would got violate the rules relating to reduccions
in accried benefits (Code sec. 411(d) (6)) if the plan was amended
TO0 eliminate cost-of-living adjustments to benefits under the
pPlan. The bill would Apply only to defined benefit plans
established on June 30, 195S, that approved cest-of-1iving
adjustments on October 23, 1990, which were effective on
Januazy 1, 1991. It i{s our understanding, from materials
provided by Roger Blauwat of your staff, that che intent of the
Proposal is to provide relief te one particular plan, the
Transportation Communications Internatioral Union plan. The
revenue estimate is based on this underatanding.

The proposal would be effective for Plan amerdments adoptad
bLefore Canuary 1, 1996. we estinate that tre proposal would have
a negligible effec: on Federal figecal Year budget receipts.

I hope this information i3 helpfy If we can be of
furcher assistance in this matter, p - oW .




THE WHITE HOUSE
WASHINGTON

29 January 1996

TO: Ben Nye
FROM: Jennifer O'Connor
RE: AFL-CIO, COLA response language

Enclosed is correspondence I received from Robert Scardelletti,
President of the Transportation Communications International
Union, requesting the Administration move to correct erroneous
actuarial information used in current COLA calculations.

Please have the appropriate member of your staff draft a response
for Harold and send it back to me. I can be reached at (202)456-
6350 to discuss. Thank you.




ROBERT A. SCARDELLETTI

TransporTATION « COMMUNICATIONS

H M. KRA

INTERNATIONAL UNION L us
LARRY R. PRUDEN

AFL-CIO, CLC LEGAL DEPARTMENT Assistant General Counsel

June 7, 1996
\L/‘\, o
o

William K. Bortz, Esquire U~

Attorney Advisor L ke
Office of Benefits Tax Counsel J >@}x\

Department of the Treasury #5 _

1500 Pennsylvania Avenue, NW
Room 4017
Washington, DC 20220

Re: TransportationeCommunications International Union Staff
Retirement Plan

Dear Mr. Bortz:

This letter is being submitted to supplement my letter of
April 18, 1996, in support of a legislative proposal dealing with
the TCU Staff Retirement Plan. That proposal would permit TCU to
void certain amendments to its Plan which called for automatic
COLA’'s, adopted on the basis of clearly erroneous actuarial advice.
As we previously noted, this proposal has been determined to be
revenue neutral by the Joint Committee on Taxation (see attached),
and we would hope that it would not be opposed by the Treasury
Department.

I have attached excerpts from the recently-taken deposition of
the Plan’s former actuary, Robert Nemann. Mr. Nemann had advised
the Union’s International Secretary-Treasurer Donald Bobo in July,
1989, that the cost of adopting an automatic COLA was
"prohibitive."

Notwithstanding, Mr. Nemann testified that he learned for the
first time at a breakfast meeting with Mr. Bobo on October 12,
1990, that the Trustees were going to consider a proposal to adopt
an automatic COLA that morning. Mr. Nemann made a rough estimate
of the cost of this benefit on a napkin. He spent approximately

five minutes making this estimate. He concluded that the union
could provide this benefit, without increasing the contribution
level.

Later that morning, Mr. Nemann advised the Trustees that an
automatic COLA would be provided without any contribution increase,
and the Trustees adopted the automatic COLA based on this advice.

By letter to me dated October 23, 1991, Mr. Nemann confirmed
that he "informed the Trustees that the proposed COLA could be

3 Research Place * Rockville, MD 20850 » (301) 948-4910 » FAX (301) 330-7662

0 S,
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adopted without requiring an increase in the 17-1/2% contribution
rate."

In fact, Mr. Nemann’s advice has clearly proven erroneous.
The cost of this benefit is "prohibitive," as Mr. Nemann had
originally advised Mr. Bobo in July, 1989. The legislative relief
being sought is needed to prevent the Plan from failing to meet
minimum funding requirements and the possible bankruptcy of this
Union.

This proposal is supported by Senators D’'Amato, Moynihan and
Baucus, as well as the Pension Benefit Guarantee Corporation. In
the event you should need further information, please feel free to
contact me.

Very truly yours,

[\IAL)

Mitchell M. Kraus
General Counsel

MMK : fm "
Attachments

CC: Jennifer O’Connor
Nell Hennessy
Robert A. Scardelletti, IP
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Honorable Max Baucus
United States Senare
Waahington, DC 20510

Dear Senator Baucus;

Thie is in Tesponse to your request dated April 19, 1995,
for a revenue estimate of a proposal which would provide relief
for a specific plan from the provisions of Bection 411(d) (6) of
the Internal Revenue Code o 1586 ("the Code") .

SBpecifically, the bill would provide that a Jualified

ension plan would not violate the ruleg relating to reductions
fn dccrued benefits (Code 8eC. 411(d) (6)) if the plan was amended
to eliminate cost-of-living adjustments to benefits under the
plan. The bill would apply only to defined benefi: plans
established on June 30, 1955, that approved cost-cf-living
adjustments on October 13, 1590, which were affeczive on
January 1, 1991, It ig our understanding, from meterials
provided by Roger Blauwet of your staff, that the intant of the
Proposal is to provide relief to one particular plan, the
Transportation Communications International Union plan. The
revenue estimate igs based or thig understanding.

The proposal would be effective for pPlan amendmentgs adopted
before January 1, 1996, We estimate that the proposal would have
& negligible effect on Federal figcal year budget receipts.

I hope this informacion is helpful to you. 71f we can be of
further assistance in this maccer, please let me know.

—~ Sincerely,

Kefneth/J. Kias



. May 7, 1990

Donald A. Bobo, et al

Page 137

A: I'm not sure. Probably. but I'm not sure.

Q: Did you have any discussions with anyone
other than Mr. Bobo before the mectng?

A: Other than casual conversation, I don't
rccall any.

Q: Did you have any discussion about the COLA
with anyone in berween the time you left vour
brcakfast meeting and the time you actually began
the formal trustees meeting?

A: I don't believe so.1 don't recall any.

Q: I'm going 10 hand you what was marked
carlier as Exhibit 34. These are the minutes of
the October 12, 1990, meeting. The minutes
indicate that Mr. Kilroy and Mr. Bobo and Mr. Lynch
and Mr. Bosher were present, and Mr. Mazur was not
present due 10 illness, and you were present: is
that accurate?

A: ' know I was there. I don't specificaily
recall the other attendees.

Page 140

@f ™Q: So you discussed that with Mr. Bobo ar the
. f breakfast meeung?

“) A: Yes.
8 Q: What did vou tell him at the breakfast

t6] meeung about cost?
"m  A: Basically | told him that | couldn't put

(€ an exact cost on such a COLA. and that in 3 few
, 191 minutes tme sitting there at the breakfast meeting
‘no} 1 had come up with some rough estmates, and that
;11 it appears that they could adopr such a COLA.And
'12) if they did, the basic current contribution of
13 17-and-a-half percent would not have to be
e increased. And I reviewed at that time the
:15) Schedule B accountant balance, which means they had
e a margin in the minimum contributions.

1N I also discussed, I recall, specifically

(18] the amortization periods that we had been looking
’nm at in some of the carlier items that we costed

[11{(‘A: Of this so-called proposed COLA.

00 Q: Do you recall there being anyone else at o) earlier that year.
21 the meeting other than the people listed here? 21 If nothing were adopted, it was projected
za A: No.Idon't. _|=2)_that the Plan would be fully funded in
Page 138 | Page 141

i Q: Was Mr. Howard there? . (1l approximately one year from that ume, and that if
@  A: Ido not know. | @ this proposed COLA were adopted, that the

@  Q: Do you know a man by the name of Jerry [ P amortizadon period would be backed up.ldon't

{4y Lynch? ’ 4 think I give him a specific number, but it would be
5 A: Yes. () back up again to substantial time in the future.

6  Q: Was he there? G I did say that there is no way that [

m  A: Ido not know. m could say without doing a full cost study whether
® Q: Do you know Mr. Bobo's then secretary, @ or not the contribution would have to be increased
® Berdine Pursilley? @ in the future down the road, that it would not have
1oy A: Yes, I do. (10 to be increased for some time into the future. But
1 Q: Was she there? 111 whether it would have to be increased cventually, [
12 A: ldon't know. i1z didn't know.
13 Q: Let me ask you to drop down to the third 1% Q: When you did these rough estmates. I
(41 paragraph, "Chairman Kilroy thoroughly discussed 4] supposc, at the breakfast table with Mr. Bobo, did
1s) the many discussions” and so on. (51 you have your files with you?
116} Do vou recall that happening, a discussion e A:l probably had the actuanal report. |
itn of previous discussions about COLAs? i don't recall when it was dated. That was prepared
el A:r Irecall discussing COLAS, yes., but as to 18 as of January 1, 1990, and I believe that'’s the
19) any spectfics. no. 119 report referred to in the minutes that was
) Q: The next paragraph begins, (reading) o discussed briefly at the trustces meeting. So yes,
1211 following a discussion by the acruary of his most {r11 which gave the basic status of the Plan as of that
122 recent actuanal study, which indicated that the 2 time.

Page 139 | Page 142

(11 Plan is financially able at this time to effect (m  Q: When you were making a rough estimate, did
(22 some sort of automauc COLA, it was proposed...and @ you make any notes?

(31 SO on. B A: Idon't believe so, no. 1 may have

[4) What do vou remember happening at this | w scratched on a napkin some numbers, but I didn'’t
s point in the meeting? ; [ make any notes as such.

6 A: Which part? ® Q: How long do you think you spent roughing
m  Q: Okay. Did you speak 1o the queston of m out the cstimate that you made that morning?

@ the COLA at the mecting? !®m  A: Notvery long. I couldn't tell you

@ A: Yes. i @ exacuy.

it Q: What did you say? ;o Q: Five minutes?

01 At lrenterated parts of a discussion that ("1 A: Yeah. In that kind of ball park.

(121 had occurred prior to the meeting with Don Bobo. 127 Q: So when you got to the mecting, you

13 Q: Did you indicate to the other members of (13 discussed the cost esumate that you had roughed
14 the board that you had had a mecting with Mr. Bobo (14} out with the trustees; is that right?

(rs1 that morning? s A: Bricfly, yes.

ng  A:ldon't know.I don't know if that was e Q: You tell me as specifically as you can

17 indicated or not by myself or anyone clse. ‘11 what you told them.

(181 Q: What parts of the discussion did you ite  A: I can't really tell you reai specifically

(19 reuerate? {m because I don't recall the specific conversation at
20y A: I thunk the items concermning cost ‘2 the oustees meeting All I can recail is

21 basically that I had discussed cartier.

@2 Q: As relatng 1o the cost of whart?

21 discussing it And I wounld have reiterated whar |
‘rz_staid carlicr in the day, bue I don't recall

Page 137 - Page 142 (26)

Min-U-Scripte

Miller Reporting Company, Inc.
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Page 143 |

specific statements that I made to the trustees. |
think I tried to review what was discussed.
Q: Did vou tell them that the basic form of
the proposal had been first developed that morning?
A: No.I don’t think I told them that.
Q: Did Mr. Bobo tell them that?
A: I don't know. I don’t know that he toid
them that it had been-I don’t know that it was
developed that morning. I don't know when it was
developed, the idea of that particular COLA.,
Q: But that morning was the first time you
heard about it?
A: That's correct.
Q: Did you tell them that the costs that you
were discussing had been something that you made a
rough estimate of that morning’
A: Again, I couldn't say specifically whether
I said that exacty or not.
Q: But when you made those estimates, you did

- 1)

g

;0

Page 146
increased effecuve january 1, 1991, for those
parucipants who retired prior to jJanuary 1, 1991,
at the rate of ten percent for each three-vear
period elapsed. Such increases to be appilied on a
compounded basis.

That. to me. mcans that it was a
retroacuve, in a Sense, increasce for pcople who
reured. Somebody had been reured ten vears. he
wouid ger three maximum ten percent Mncreases 1o
his benefit effecuve January 1.1991; s that
right?

A: Yes. I believe so.

Q: When you were trving to rough out the
estimated cost of this benefit. did you take that
into account?

A: Roughly.

Q: Did you take into account the idea that it
was applied on a compounded basis what [ will call

ing the retroactive increase?
20y those. went through that process at breakfast with @0  A: Yes, that was part-well. yes and no.
1211 Mr. Bobo, possibly scratching something on the back 21 Those elements were part of the proposed COLA that
(221 of a napkin? 221 was discussed in that morning breakfast meeting.
Page 144 | Page 147
] A: Possibly. ] don't recall if I actually | 1 As far as specifically taking 1nto account specific '
{2l wrote numbers down or not. @ items of the proposal, I can't say that [ did or
@  Q: Did you tell the trustees at the meeung @ not under the environment of attemptng to come up
41 what effect this proposal would have on the Plan’s ) with a real rough estumate.
(5} amortuzation period? (% Q: After you discussed your rough cstimate,
61  A: Ibelieve, again, that was generally & did you receive any questions from any of the
M discussed, yes, but as far as specifically what 7} pcople present at the mecting?
® ¢ffect, no, because I didn't know what cffect. © A:Icouldn't tell you.Idon't recall.
@ Q: You had come up with an estimate for the ® Q: Did anyonc there ask you to relate what
(10 four- and eight-year ten percent COLA thart you (1g7 you were telling them that morning 1o what you had
111) indicated would increase the Plan's amoruzaton {11} previously said, particuiariy in the letter to
2 period to 5.3 ycars, [ believe; is thart right? It 12 Mr. Bobo where you used the term "prohibitive” when
113 goes back to that August 6th document. (13] you talked about an automatic CQOLA?
a4 A: 1 think that was the period. 14  A: Idon't recall.
(59 Q: Did you anticipate that the impact on the s Q: At the ume you were at this meeting, did
(16] amoruzauon period of this proposal, as outlined jve) you recall that you had previously told them that
;17 1n the minutes here, would be substantiaily more {7 an automatic full fledged COLA was prohibitive?
(18} than two in terms of its effect on the amornzation |18 A: I couldn't teil you if I recalled that or
19) period? |0® Dot at the ume.
oy A: Yes, [ would-I would have anticipated = Q: The minateés aiso go on 10 say, (reading)
{21 that. ' {21 it was also proposed that the maximum years of
22 Q: But vou didn't know what number that would 2 credited service under the Plan be increased to 35,
Page 145 Page 148
(1 be? (11 which is the maximum years of credited service now
1 A: No. @ in effcct in Canada.
@ Q: The proposal that is described here in the )] That was somcthing you had an opportunity
(4; minutes on Exhibit Number 34 really has two parts 4} to cost out prior to the meetng; is that right?
(51 to 1. It’s ten percent on the third anniversary 5  A: Yes.I believe that was part of the cost
6 date of benetit commencement. | guess that's for (6 cstimates that were given carlier.
(M cach participant; is that right? In other words, | m Q: Did you separately describe the cost of
81 you would iook at an individual, look at his @ that benefit increase?
9 reurcement date and cvery third anniversary you ® A: ] believe | did.
o would apply the increase? o Q: Whar did you tell the board?
1 A: Yes. (1 A: lcan't tell you exactly, but I think I
a3 Q: So increases would take place throughout 112 discussed cssennally what was described in the
(13) the year on a person-by-person basis throughout the (13] cost estuumate of that, thar it had a minor effect,
114) third vear after this was adopted? (14) relatively speaking, 2 minor effect on the
151 A: I believe that’s the way-I don't recall (15 amoruzaton period.
(+6) if it was~yes, to the best of my recollecton, ne  Q: Did you discuss the cost of the reduction
(11 that's what was discussed. The oniy hesitation was (17 in the early redrement reduction factor that we
e I don't recall if there was discussion of a i) had taken a look at, prior 1o the meeting?
(19 specific date each year for such increases or not. (A ]l don't recall discussing that.
201 I think it was just contmuous, @a Q: Thar was an optom that you studied bur it
2 Q: (Reading) It was alse proposcd thar the- @1 wasa't cven discussed at the meening?-
@2_pension benetit in effect on December 31, 1990, be =a___ A: Not to my recollection.
Min-U-Script®
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R.E. NEMANN & ASSOCIATES
CONSULTING ACTUARIES
$715 HARRISON AVENUE. SUITE 3C

CINCINNATIL. OHIO 45248

(513)574-2291

October 23, 1991

Mr. Mitchell M. Kraus

General Counsel

Transportation Communications Union
3 Research Place

Rockville, Maryland 20850

Re: Staff Retirement COLA

Dear Mitch:

The actuarial study referred to in the minutes of the October 12,
1990 Trustees meeting is the regular Actuarial Report as of

December 31, 1989, dated March 30, 1990 (copv enclosed). That report
did not analvze or comment on anv potential Plan changes; 1t did
report the status of the Plan as of December 31, 1989.

There was no written actuarial report on the proposed COLA prior to
its adoption. The proposed COLA was presented to me the dav of the
Trustees meeting, October 12, 1990, and 1 was asked if the Plan could
support it under the current contribution rate of 17-1/2% of covered
salary. Based upon the then current status of the Plan, as reflected
in the December 31, 1989 Actuarial Report, 1 i1nformed the Trustees
that the proposed COLA could be adopted without requiring an increase
in the 17-1/2% contribution rate.

The December 31, 1990 Actuarial Report (copy enclosed) does reflect
the impact of the COLA which was effective January 1, 1991. The
financial impact of the COLA can be analvzed by comparing the results
reported 1n Table 8 of the two actuarial reports. The years required
to fund the unfunded actuarial reserve increased from 1.9 vears as of
December 31, 1989 to 24.0 vears as of December 31, 1990. Thus, had
the COLA not been adopted, the unfunded reserve would have been
completely funded by December 31, 1991. At that time, the
contributions to the Plan would have been reduced by approximately
50%. With the COLA in place, this reduction in contributions will
not occur for another 23 or 24 vears.



R.E. NEMANN & ASSOCIATES
CONSULTING ACTUARIES

Page Two
October 23, 1991
Mr. Mitchell M. Kraus

Re: Staff Retirement COLA

Please give me a call after vou have had a chance to review this
information so that we can discuss any questions you might have.

Sincerely,

R. E. NEMANN & ASSOCIATES

yaRT

Robert Nemann, A.S.A.
Consulting Actuary

RN/mn/c



