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Q News: 
U.S. Department of ^̂^̂^̂  ^̂ ^̂ ^̂  3̂ ^̂ ,̂̂ ^ p.tnc Aitairs 
T r a n s p o r t a t i o n Washington, D C 20590 

REMARKS PREPARED FOR DELIVERY 
SECRETARY OF TRANSPORTATION FEDERICO PENA 
TRANSPORTATION TRADES DEPARTMENT - AFL-CIO 

SEPTEMBER 27. 1995 
WASHINGTON, D.C. 

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

And vou should be. too. We've been lucky to have a leader like George. 
He's been aTey p̂ Lyer as we've toiled to rebuild the airline industry over the last 
few years. 

Rnn Carv (President TTD), Ed Wytkind (executive director, TTD) it's good to 
see you both'aUin AnTgoVd to see so many familiar faces from a,, the aff.hated 
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 
nreparing for a global economy. We have more and more competition, more and 
mo'e technology. And we face, you face, who represent many of the peop'e -/ho 
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 
challer^ges o cir tfme. We've been doing that over the last 2 1/2 years and will 
keep working to make sure America is the leader in the globe economy^ And I 
knowTcan'? be done alone, which is why we've been actively involved ,n 
addressing labor union issues unlike prior administrations. 

This Administration - President Clinton and I - came to office with a 
different view of labor relations. What we believe is that the key to ^mer^a s 
comp̂ ^̂ ^̂ ^̂  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 I 
qot 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. 1 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. 1 think the 
approach is effective, benefiting workers, corporate America, and the overall 
economy. 

I know there's more to be done. My friend Bob Reich, I 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 to expect people to work for $4.25 an hour 
- and to channel more federal resources into worker retraining. 

Like President Clinton, I want a 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 I 
told you there would soon be over 7 million new jobs, the lowest unemploymerit 
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? Viaually 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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I worked with union and management leaders In every one of these 

industries. 

Just last week, I met with bus manufacturers to see what could be done to 
help turn things around in their industry. Look at shipbuilding. In j993, U.S. 
sh pyards had exactly one order for a commercial ship. The President helped 
shipyards up-grade technology, put and end to unfair foreign subsidies and made 
foan guarantees possible. And for the first time since I was in high school, we re 
building ships to export. I also hope we can persuade the Congress to support our 
Maritime Security Act. 

Is anyone here from the flight attendants association (Association of Flight 
Attendants). I met with some of you in July. We talked about a lot things, 
including those new flight duty rules. I'm especially proud of what we did. You 
asked for an end to those 18-hour work days some 15 years ago. I 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? I sure do. It was five days from hell President 
Clinton and I 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? (lAM) 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 govemment 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 I 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 I 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. 

- more -
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I also want to thank the Teamsters for the strong position you have taken 
againsl prov^ionsTn the House National Highway System bill which would weaken 
federal safety standards. 

I 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 
gov^nment can do in a $6 trillion economy. Yes, we as a government must 
remain committed to worker friendly policies. I won't step ^^^VJ om the 
American worker. But no one benefits if the overall economy goes m 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 worid trade is to pry open new markets. That's what I'll be do-ng m 
November when I 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 I know we've had our differences over the North American Free Trade 
Agreement (NAFTA). The important thing now is to 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 denominator. We agreed, for example, that dj-vers of trucks 
and buses must have comparable safety and operating knowledge and skills in 
order to be licensed - and that is working well. 

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

We'll be working hard, in concert with the states, to 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 earners must 
?olbw also wT^^^^ rule of law for foreign truckers, but on a phased basis 
Sinc^the decision to impose drug and alcohol testing on them was made ,ust this 
sur^mer, 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 "^^j f ,^ .^^^^^ ree mem 
reached earlier this year with Canada, our most open and biggest market, is a net 
Ob creator for America and alone will spur more than $15 billion m cross-border 
activity, in the first six months of the year. U.S. (goods) exports to 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. 

I 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 assault on Davis-Bacon? What a victory that was, w-th labor 
Senate Democrats and the Administration ail weighing in together to make sure 
Davis-Bacon rules continued to apply to federal highway projects. 

- more -
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AnH ia«;t week's vote by the House transportation committee on Amtrak 
And last week s ''"^^ ^ . Althouqh we're not quite there yet, the bill 

NOW r v , sav.d for las, what. like doing best In this job - "Joking cash 

International Association of Fire Fighters (lAFF). 

•II • .r.A nrnnram to train 160 new instructors in handling 
This pleases me most about making this 

' ' ' ' H il^'h?wa^^ adm nistration's overall economic strategy 
Thfch r m X z e s % S n g " ^ ^ ' - n ' t think of a better way to spend 
the taxpayer's money. 

Congratulations to the lAFF and your members. 

# # # # 
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THE DEPUTY SECRETARY OF TRANSPORTATION 

WASHINGTON, D.C. 20590 

November?, 1995 

MEMORANDUM TO: 

FROM 

SUBJECT 

Harold Ickes 
DegutyChief of Staff 

Mortimer L. Downey 

Personnel Reform 

I - • r-' 

The FY 1996 DOT Appropriations Act language on personnel reform exempts the FAA from 
all provisions of civil service law except for a short fet 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 â^̂^̂^ 
deal with the unions currently representing agency employees, it leaves ^ ^ ^ ^ ^ 9 " 
the discretion of the agency. II is this discretionary nature of recognition that is vehemently 
opposeTby he Nafo al Air Traffic Controllers Association (NATCA) and ot er unions wtoh 
represent FAA employees. The McCain-Ford BUI supported by the Administra ion expl clUy 
c o E e thTap̂ ^̂ ^̂ ^̂ ^̂  
attenSon of the Department bn October 18, we supported an attemp by House Democrats to 
S d e coverage by Chapter 71 in the Appropriations language. Unfortunately, this attempt 
a ed 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. 

It is our intent, as the FAA Administrator moves fonivard to implement a new personnel 
system as permitted by the Appropriations Act, to continue to ' ^^ f^^^ ' ' ^^^^ 
existing labor-management framework in the same way we would if Chapter 71 were 

applicable. 
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i ^ m ^ """"E SECRETARY OF TRANSPORTATION 

WASHINGTON, D,C. 20590 «1 
October 20, 1995 

Mr, Barry Krasner 
President, National Air Traffic 

Controllers Association 
1150 - 17ih Street, NW, Suite 701 
Wasliington, DC 20036 

Dear Barry: 

AS you know, the Clinton Admim«raUo„ and the ^^^^^^^^'fl^^rir'^ 

The Clintoa Administration has voiced ^ ' 

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. 

A\A r.r.\ t̂ Wf the DOT FY 96 appropriations bill language 

convince the conferees to clarify the Chapter 71 issue. 

THe confetees inciuded . -^l^^^^XZ'^^^^^^^- ^ . 

support the existing labor-management stamtory framework. 

Sincerely, 

^ ^ ^ ^ 

Federico Pefla 



Y?L^L.^cAy ^ ^ ^ ^ ^ ^ 

S ^ i ^ it) Coc,- ^/^^ 
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Transport Workers Union of America 
AffiUaied wiih American Federation of Labor and Congress of Industrial Organixationt 

80 WEST END AVENUE ' NEW YDRK. N.Y. 10023 • PHONE: 212 873̂ 000 - FAX: 212 721-1431 

May 10, 1995 

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

Dear Mr. President: 

On behalf o£ the sixty thousand a i r l i n e woricers 
represented by the Transport Workers Union of Atnerica, 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. I f 'true, this i s a severe blow to our 
air l i n e members and their families, I urge you in the 
strongest possible terms, to reverse this decision before i t 
i s finalized. 

The .Flv America Act exists to make certain thac U.S. 
government employees fly on U.S. airlines whenever possible. 
This i s a widely accepted policy that has helped U.S. 
carriers to maintain strength in the international markets 
which, in turn, benefits U.S, airline labor. Last month 
during intense negotiations, the United Kingdom demanded 
that i t s carriers be allowed to receive waivers from this 
requirement and participate in U.S. government t r a f f i c . 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 to give the 
Brit i s h the authority to bid for this t r a f f i c by using U.S. 
carrier codes. This obviously doea not change the effect of 
the waiver. U.S. government tax dollars w i l l 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 f l y U.S. 
manufactured planes, maintained,and serviced in the United 
States. This would so undercut the Fly America Act as to 
make i t 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 B r i t i s h u n t i l 
t h i s issue is off the table once and for a l l . 

Sincerely, 

Sonny s a i l 
President, Transport Workers 
Union of America, AFL-CIO 

SH:mjm 

cc: The Honorable Federico Pena 
Harold Ickes 
Kit ty Higgins 
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May i O , 1995 

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

Dear Mr. President: 

V, r.f ĥf» s i x t v thousand a i r l i n e workers 

I n t i F n a t i o n a l ^^^^^lon market i n the woria 

- united Kipsdom. I f t ^ ^ f - J ^ J ^ f , ^ I urqe you i n the 
-S^iTTT^-.'ernbers and thexr f̂ ^̂ ^̂ ^̂ ^̂ ^ 
strongest possible terms, to revej.bc 
i s f i n a l i z e d . 

The Fly America Act - i s t s t o .aV-e cert^^^^^^ 
government employees f l y on U.s^ a rU^^^^^^^ ^^P^^^ 

This xs a widely ^^^fP^^^. P";" /^e i n t e r n a t i o n a l markets 
c a r r i e r s t o maintain strength ^ ^ ^ f ^ ^ ^ ^ ' ^ ^ / t S ^ . ^ast month 
which, i n turn , b enefits ""S- a i r i i n e l a demanded 
during intense negotiations ^̂ ^̂ ^ ^ f i ^ ^ J f from t h i s 
that i t s < ^ ^ ^ l ^ l ^ ; J : , : ^ ^ ^ ^ ^ ^ ^ t r a f f i c . At 

STe' w e ' l r ^ e ^ ' l ^ a J e l ' t i a t the I.S. negotiators stood 
f i r m on t h i s issue. 

But now, apparently t h . ° - P - ™ " " °JJ",rg7v"'tSe 
and State have backed down and P.f.f^tc by using U.S. 

B r i t i s h '''^J"^\°,73'^„bv° o u l y does" not'Thln,^^ t L e f f l o t o£ 
c a r r i e r codes. This . Hollars w i l l be going t o 
the waiver. U.S. ^ ^ ^ ^ ^ ' f ^ ^ ' ^ ' : ^ ^ , t ^ ^ : ^ l L n there are many 
pay f o r services by Br i t x s h ^,,dle the 

r a t ^ r ^ - T h l / r S so^rd\^r"ctT^e^p\7 - e r i c a Act aa to 

make i t meaningless. 



The Honorable William Clinton 
May 10, 1995 
Page 2 

We simply can't believe that t h i s represents the 
p o s i t i o n of the Clinton/Gore Administration. Accordingly, 
we ask you to stop the negotiations with the B r i t i s h u n t i l 
t h i s issue i s o f f the table once and f o r a l l . 

Sincerely, 

Sonny ffall 
President, Transport Workers 
Union of America, AFL-CIO 

SH:mjm 

cc: The Honorable Federico Pena 
Harold Ickes / 
K i t t y Higgins 
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INTERNATIONAL UNION 

AFL-CIO. CLC LEGISLATIVE DEPARTMENT 

ROBERT A. SCARDELLmi 
Intemational President 

HOWARD W. RANDOLPH, JR. 
International Vice President and 

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 ofthe President ofthe 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 6,1995,1 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. 

Robert A. Scardelietti 
International President 

Enclosures 

AFL-aO Bldg. - 5th Floor • 8 1 5 - 16th Street, N.W. • Washington, D.C. 20006 • ^202^ 783-3660 
FAX (202) 783-0198 
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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: 

AFL-CIO has been supporting the 
International Union (TCU) i n i t s 

As you are aware, the 
Transportation'Communications \^^^/ 
e f f o r t s to correct the decision of i t s former Trustees^ in"" approving 
an automatic COLA on r e t i r e e benefits covering i t s o f f i c e r s and 
s t a f f . This decision was based on demonstrably erroneous a c t u a r i a l 
advice that t h i s benefit could be provided without any increase i n 
contributions. This action has, i n f a c t , created a major burden on 
TCU, threatening the f i n a n c i a l v i a b i l i t y of t h i s union. 

TCU represents over 100,000 r a i l workers employed by our 
nation's railroads, including the following major c a r r i e r s 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 t h a t union and i t s members, but the entire 
labor movement. I t would undoubtedly r e s u l t i n s i g n i f i c a n t labor 
unrest t o the detriment of our nation's r a i l c a r r i e r s 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 vour 
support. ^ ' 

John J. Sweeney 
President 

cc: Michael Kinsella, AA 
Susan Nassar, LA 
R. A. S c a r d e l i e t t i , IP 
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September 29, 1995 

The Honorable William v. Roth, Jr, 
Cbairm4m 
Senat* Finance Committa* 
Washingcon, D.c. 20510 

0««r Mr. Chairman, 

I am writing co you to raqu«»c inclusion of language in your 
pending Chairman's Mark relating to the tax provisions for tha 1995 
budget reconciliation b i l l . 

Th* language which XB emt out at TAB A, would provide relief 
for the Transportation Comm^jnlcationa Intemational Onion CTCU") 
by relieving i t of the obligation to provide future COLA increatea 
to i t * ataff retirement beneficiaries. 

Joinr Tax in a latter dated J-jne 14, 1995, eatimAtad that the 
proposal "would have a negligible effect on Federal f i s c a l year 
budget receipts." The Joint Tax letter ia at TA3 B. In other 
words, Mr. Chairman, providing r e l i e f to TCU on this matter would 
have no coit impact on the f i f c 

TCU 13 entitled to rel i e f bacauae the adoption of the COLA was 
based on demonstrably and clearly erroneous actuarial ^dvice. 

TCU's L'nion Staff Retirement Plan (tha "Plan") was established 
in 1955. Until 19.90, the Plam did not provida m COLA 

In October of 1990, the Plan Trustees approved an automatic 
COLA based on the advice of i t s actuary that such a benefit could 
be granted without any increase in contributions by Plan 
participanto. 

In the summer of 1992, William M. Mercer, Inc. ("Mercer") was 
retained by the Plan Trustees to act as tha actuary to TCU's Plan. 
IT. making the 1993 actuarial valuations, Mercer advised t.̂ o 
Trustees that the COLA could not be funded without significantly 
increasing contributions. 

Following receipt of Mercer's actuarial valuations, TCU 
am«nded the Plan to aliminata COLA'S On benefits accruing for 
.active employees after .May 14, 1993. Mercer has concluded Chat 
even a f t e r the May 14. 1993 Plan amendments, the COLA benefit which 
continued to accrue to retiree's under the Plan would require TCU 
CO r a i s e i t s pension contributions by $2 Trillion a year -- almost 
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COLÂ "̂̂  the level of contribution prior to the adoption of the 

TCU has concluded that such an increase in pension 
contributions i s not sustainable and that tha Pension Benefit 
Guaranty Corporation ("PBGC") Tiay ultimately be required to assume 
certain of the obligations of the Plan. A forecast prepared by 
Deloitte & Touche LLP projecting the Impact of t.he Plan's COLA on 
TCU's future finances over five years shows thac at the end of five 
years, TCU will have spent a l l of its operating capital and have 
incurred a debt of 51.4 million. A copy of the Deloitte Touche 
-orecast as well as the most recent valuation report prepared by 
Mercer were provided to Finance Committee staff in JXine of this 
year. 

If che plan is to remain solvent, TCU requires legislative 
relief which would permit TCU to eliminate future cOLA benefits 
accruing to beneficiaries cf the plan who had retired prior to May 
14, 1993. The attached legislative language at TAB A would amend 
Section 411(d)(6) of the IRC and Section 204(g) of ERISA to 
accompliah that result. 

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

[TCU] has kept a l l Plan participants advised of the impact of 
COLAs. We have received virtually no negative response from 
retirees to our stated intent to discontinue future COLA 
increases. 

A copy of t.̂ .at letter, cogecher with the notices that the Plan 
provided to i t s retirees have been orovided to the Finance 
Committee Staff. 

The Trustee's for the Plan have filed a lawsuit against t.he 
prior actuary who certified that the COLA would not result in any 
increase in contributions by tha Plan's participants and against 
the prior truetaee who approved the COLA. Copies of the pleadings 
and reBpcnsea can be provided to you or tha Finance Committee etaff 
upon request. TCU in its letter to Ml. Pox states that "avan if 
successful, i t is not anticipated that any judgment will be 
sufficient to cover the cost of the COLA." 

My staff has teen negotiating with Me. Fox to determine 
whether the Senate Committee on Labor and Human .Resources will 
exercise jurisdiction over the ERISA provisions contained in the 
attached legislative language, i will advise you of the result of 
those negotiations. 

I am advised that the following persons at tha Department of 
Labor have reviewed the proposed legislative language at TAB A and 
hava no objection to i t s inclusion: 
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Olena Berg. Assistant Secretary for Pension and Welfare 
Benefits (219-8233). 

Meredith Miller, Deputy Aceistant Secretary *or ̂ ol-cv 
(219-8233), and ' 

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

The Department of Labor has forwarded the proposed language to the 
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 fimly convinced that TCU is 
entitled to the relief contained m the attached legislative 
language. Joint Tax has concluded thac enactment of the language 
would have "negligible-' revenue impact. Unless relief is obtained, 
the PBGC may wall ba required to assume many of the payment 
obligations under the plan to tha detriment of the American 
taxpayers. 

I request, Mr. Chairman, that you give consideration to 
i.neluding the legislative language set out at TAB A in your MarJc 
relating to the tax provision for the 1995 budget reconciliation 
b i l l , 

Sincerely, 
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Or\MAT\MAT98.18S 

104TH CON'GRESS Ol 
1ST SESSION 

IN THE SENATE OF THE UNTTBD STATES 

Mr. BAL'Ct'a mtroduMd th« following bill; whiob tru read nrice &ad referred 
to th* ConmiittJ* on 

A BILL 
To waive oertain requirements of the Intamal Revenue Code 

of 1986 and the Employee Retirement Income Security 
Act of 1974 with reapeot to a plan amendment eiiminat* 
in^ cost-of-living benefits. 

1 Be it enockd hy the Senate and Hotise of Representa-

2 iives ofth£ United States of America in Congreu assembled, 

3 SECTION J. APPROVAL OF PLAN AMENDMENT ELMVAT-

4 INO COST'OF.LZVSNG BENZFZT8. 

5 (a) Lv GSNBBAL.—The proviaions of section 

6 411(d)(6) of the Internal Revenue Code of 1986 and sec-

7 tion 204(g) of the Employee Retirement Income Security 

8 Act of 1974 ah&U not apply to a qualified plan amendment 

9 which provides for the elimination of coat-of-lrving adjust-
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SX.C. 
2 

1 ments to benefits under the plan whicJi were provided pur-

2 auant to a plan amendment— 

3 (1) which waa approved on October 13, 1990, 

4 and efPaotivw on January 1, 1991, and 

5 (2) with respect to which the plan actuary gave 

6 advice that the amendment would not result in an 

7 increase in any required contribution to the plan. 

8 (b) QUALTFIED PLAN AMENDMENT.—For purpoaea 

9 of thia section, the term "qualified plan amendment" 

10 means a plan amendment which— 

1̂ (1) is adopted before January 1, 1996, and ia 

12 effective on or after such date, 

13 (2) is to a defined benefit plan established on 

14 June 30, 1955, and 

15 (3) doea not reduce the amount of any benefit 

16 being paid to any plan participant or beneficiary im-

17 mediately before the plan amendment is effective. 
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(2031 

SUV u-sss 
rionorable Max Baucus 
'Jniced States Senate 
Washington, oc 2 0510 

Dear Senator Baucus: 

This is i=. response to your request dated April 13, 1995, 
for a revenue estimate of a proposal which would provide relief 
for a specific plan from the provisions of Section 411(d)(6) of 
Che Internal Revenue Code of 1986 ('the Code"). 

Specifically, the b i l l would provide that a qualified 
pension plan would not violate the rules relating to reductions 
in accr-ued benefits (Code sec. 411(d) (6)) if the plan was amended 
CO eliminate cost-of-living adjustraeata co benefits under the 
pl*n. TTie b i l l would apply only to defined benefit plana 
established on June 30, 19SS, that approved cost-of-living 
adjustments on October 13, 1990, which were effective on 
January 1, 1991. It is our understanding, from materials 
provided ty Roger Blauwat of your staff, that che intent of Che 
proposal i s co provide relief co one parciculai* plan, the 
Transportation Communications rnternational Union plan. The 
revenue estimate is based on this uaderstandi.^g. 

The proposal would be effective for plan amendmenta adapted 
before January 1, 199€. We esclrwLte that the proposal would have 
a negligible effect on Federal fiscal year budget receipcg. 

I hope this infonnacion la helpfjrfNto you. i f we can be of 
further assistance in this matter, piaase let me )cxvow. 
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INTERNA TIONAL ON/ON 

^ - . ^Crs 0' C_ 

AFL-aO. CLC 
ROBEHTj 

TELECOMMUNICATION INFORMATION 

PLEASE DELIVER THE FOLLOWING PAGES TO: 

NAME: Harold I c k e s 

LOCATION: 

TELECOPIER NUMBER:_ 

FROM: R. A. S c a r d e l i e t t i 

DATE: 3/6/96 

MESSAGE: 

The White House 

202/456-2464 

TOTAL NUMBER OF PACES: 
(including information page) 

For- c o p i e s not x-eceived or unacceptab le c o p i e s , p l e a s e c a l l 

(301) 948-4910 and ask f o r _ Ginny Dixon 

3 Hesearch Place * Hockvilfe, MD 20850 • (301) 948-4970 * FAX (307) 948-1369 
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TRANSPORTATION ^ COMMUNICATIONS 
INTERNATIONAL UNION 

ROBERTA. SCARDELLETTI 
AFL-CIO, CLC International f^e$l(/ent 

March 6, 1996 

Mr. Harold Iclces 
Assistant to the President 
and Deputy Chief of Staff 

The Whita House 
Washington, DC 20500 

Dear Mr. IcKes: 

In regard t o your l e t t e r of February 9, 1996, I am furnishing 
you w i t h a copy of a j o i n t l e t t e r 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 
f o r r e l i e f be included i n any tax package drafted f o r consideration 
by the Senate Finance Committee t h i a year. 

As discussed with you, your assistance i s urgently needed and, 
AS always, appreciated. 

Attachment 
CC: N e l l Hennessy, PBGC 

Joseph Grant, PBGC 
Linda Dorfee-Flaherty 

3 Research Place • Rockville, MD 208BQ • (301) 948-/}910 • FAX (301) 948-1369 
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lamtd 3tfltt0 ̂ tnatt 
WASHtNQTON, DC 20810 

rebruary 29, 1996 
The Honorable Will law v. Ĵ oth, Jr. 
Chairman 
Senate finance Commictae 
W«ahinigt:oz). D.c 2QS10 

Dear Mr. Chairman, 

in tne event a tax package ia drafted for consideration by the 
Pinanoe Cottimittea or the tai l 5«in«t« this year, we request that you 
give considaracion co Ifitaluding lj»M̂ ugo which would provl4* 
-o the Transportation Communicationa International Uhion (T«7) from 
"PliJi? otoJ-i^atlons under its <rtalifiad retirement plan (the 

Simply stated, Mr. Chaimtan, former truseeas of the Plan 
approved an automatic COLA on retiree benefits based on erroneous 
actuarial advice that the COLA increases could be provided without 
any iiicce«#e in contributions to Che Plan. Contrary to the 

^^o*-™.* now thr»«cen cha financial 
vianility of TCU. 

The legisXacive language which i» attached to thia 
ftorr«Bp<iAd«ne«i weul<4 i-eli«v« TCU of tb« obligation CO provide 
future COLA inereaaea to its Ktaff retirement benefiaiariea. 

Joint Tax LU a letter dated June 14, 199s. sBtimated chat cha 
attAflHed legieiatiVB l*nguage -would have & negligible effect dtt 
Federal fiae«l y«Ar budget rBc«l£>tfi." 

We hava also attached to this correspondence a lectir Max sent 
ycau Scpccml^c* of last; year e^cplaining thft TCU matter In graatar 
detail. Th- lacter notaa that TCU has had dtscuaaions with the 
Department of t^or on thia matter. »m hav« hman advina4 chat VCO 
,̂ as recently met with the Pension Benefit guaranty Corporation and 
th«T: cha PBOC aupportB a legiaXetivc solution to TCU'S problem, 

Wa thank you, Mr. ChairmAn. t^v your oanoJ.dssrafclon of our 
request, we look forward to working with you in atruccurir.g a tax 
p«ck*gB tar consideration by the conmiittaa and the Senate. 

nUy (fZ. G^^a^ 
" » l 6 S I r r * * * ^ * * — Altonsft M. D'Amato 



THE WHITE H O U S E 

W A S H I N G T O N 

9 February 1996 

Mr. Robert A. S c a r d e l i e t t i 
I n t e r n a t i o n a l President 
T r a n s p o r t a t i o n Communications 

L e g i s l a t i v e Union 
AFL-CIO B u i l d i n g - Bth Floor 815 
16th S t r e e t , N.W. 
Washington, D.C. 20006 

Dear Mr. S c a r d e l i e t t i 

Thank you f o r your 14 December 1995 l e t t e r about the proposed 
l e g i s l a t i o n regarding the a b i l i t y of TCU t o e l i m i n a t e the 
automatic COLA i n the pension plan f o r i t s s t a f f employees. 

I have r e f e r r e d your proposal f o r analysis t o the Department of 
the Treasury, and they are reviewing i t . Please be assured t h a t 
we w i l l take your views i n t o c onsideration as p a r t of our review 
of any l e g i s l a t i v e proposals on t h i s issue by Congress. 

Thank you again f o r w r i t i n g . 

S i n c e r e l y , 

Harold Ickes 
A s s i s t a n t t o the President 
and Deputy Chief of S t a f f 

cc: B i l l Burtz (Treasury) 



TRANSPORTATION • COMMUNICATIONS 
INTERNATIONAL UNION 

ROBERTA. SCARDELLEUI 
tnlernalionol President 

HOWARD W. RANDOLPH, JR. 
International Vice President and 

AFL-CIO. a c LEGISLATIVE DEPARTMENT ^ , ., . , , „ . 
National Legislative Director 

TONY PADILLA 
Assistant National Legislative Director 

December 14, 1995 

Mr. Harold Ickes 
Deputy Chief of Staff for 

Policy and Political Affairs 
Office ofthe President ofthe 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 6,1995,1 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 Commvmications 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. Scardelietti 
International President 

Enclosures 

AFL-CIO Bldg. - 5th Floor • 815- 16th Street, N.W. • Washington, D.C. 20006 • ^202; 783-3660 
FAX 1202) 783-0198 
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FAX TRANSMITTAL SHEET 

DATE: A / f ? / ^ ^ 

NUMBER OF SHEETS TO FOLLOW 

TO: 

LOW: 

ADDRESSEE'S FAX #: 

ADDRESSEE'S CONFI 

FROM: 

SENDER'S FAX #: 202-622 

SENDER'S CONFIRMATION #: 202-622-1700 

SPECIAL INSTRUCTIONS/COMMENTS: 



02/08/96 15:21 ® 9 202 6220073 TREAS EXEC SEC (2)002 

DEPARTMENT OF THE TREASURY 

WASHINGTON 

February 8, 1996 

MEMORANDUM FOR JENNIFER O'CONNOR 
THE WHITE HOUSE ^ 

FROM: J . BENJAMIN H. NYE^^^fijbJ«^'*iA^ 
EXECUTIVE SECRETARY I \\ 

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

Attached i s the draft language you requested for Harold Ickes' 
reply to a letter from Mr. Robert A. Scardelietti, International 
President, Transportation-Commtinications Intemational Union, 
requesting Administration support for legislation that would 
permit the union to eliminate a pension cost-of-living benefit i t 
had previously granted i t s retirees. 

I t i s 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 i s also 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 
concems about the appropriateness of using legislation to 
resolve this issue, particularly given the pending court case. 
I t i s conceivable that a fact-specific dispute such as this would 
be better addressed by the courts, who are better situated to 
examine the xinderlying 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 
f i l e retirees would be reduced under the proposed solution. 

Attachment 

Staff contact: B i l l Bortz 
Attorney-Advisor 
Office of the Benefits Tax Counsel 
622-1332 
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Mr. Robert A. Scardelietti 
International President 
Transportation-Communications International Union 
AFL-CIO Building, Fifth Floor 
816 Sixteenth Street, N.W. 
Washington, D.C. 20006 

Dear Mr. Scardelietti: 

Thank you for your letter concerning the proposed legislation 

regarding the ability of TCU to eliminate the automatic COLA in 

the pension plan for i t s 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 w i l l 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. 
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December 14, 1995 

Senator Alfonse M. D'Amato 
United s ta tes Senate 
520 Senate Hart O f f i c e Building 
Washington, D.C. 20510-3202 

Dear Senator D'Amato: 

As you are aware, the AFL-CIO has been suooortina th^ 
e f?oS° '?^^^°"' '^°r .^ . '^^"^^°"= internat ional Un?on (T^cu, in l i s 
e f f o r t s to correct the decision of i t s former Trustees in approvina 
s ? a f f T M ' ^ ' ' ° ^ . ° " " ' ^ " ^ benef i ts covering i t s o f f i c e r s and 
I d t i L ^h,t•^vf•' '^l^°" .''.̂ ^ ^^^^^ ° " dentonstrably erroneous ac tuar ia l 
advice that t h i s benef i t could be provided without any increase in 

?OT ihrL^r^• ''li^ ^" ^^^^t^d ^ major b"den on TCU, threatening the f i n a n c i a l v i a b i l i t y of t h i s union. 

r . ^ i - i r l ? i " p r e s e n t s over 100,000 r a i l workers employed by our 
T e l Y o r l s \a te ' ' M i r ' " ^ ^ " ? K ^ ^ " following major c a r r i e r s se^rv?ng New York State — Metro North, Long I s land R a i l Road PATH NP3 
i T r - t l ^ " ^ ^ ^ i ^ ' ^ ^ " ^ ^"-̂  ConRail . The bankruptcy ofTCU would be 
a tragedy not only for that union and i t s members, but the entire 
i n r e s t T o ' \ \ " e ' - d a t l undoubtedly r e s u l t i n s i g S f i c a n t L b " 
pS^Uc they serve'"'"""' °' — - n d the 

I , therefore, was extremely 
commitment to assist TCU 

pleased to learn of your 

.pprop.iate legislative ':.°^^r,oT7o7\oTr 

John J. Sweeney 
President 

cc: Michael Kinsella, AA 
Susan Nassar, LA 
R. A. S c a r d e l i e t t i , IP 
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iESf̂ ss;'"-- lanitnl t̂stcB Senate 
COMMfTTU ON FINihCf 

Sepcember 29, 1995 

The Honorable William v. Roth, Jr, 
Chairman 
Senate Finance Committse 
Washington, D.C. 20510 

Dear Mr. Chairman, 

I am writing co you to raquesc inclusion of language in your 
pending Chairman's Mark relating to the tax provisions for the 1995 
budget reconciliation b i l l . 

The language which ita set QUI: ar TAB A, would provide relief 
for the Transportation Cotnnronlcaciona Intemational Union ("TCU") 
by relieving it: of the obligation to provide future COLA incr««f«s 
to i t s staff retirement beneficiaries. 

Joinr Tax in a latter da-ad June 14, 1995, estimated that the 
proposal "would have a negligible effect on Federal f i s c a l year 
budget rsceipcs." The Joint Tax lette r i s at TAB B. In other 
words, Mr. Chairman, providing r e l i e f to TCU on this matter would 
have no cost impact on ths f i s c 

TCU 13 entitled to relief bacauae the adoption of the COLA was 
based on demonstrably and clearly erroneous actuarial advice. 

TCU's Union Staff Retirement Plan (tha "Plan") was establishad 
in 1955 . Until 19.90, the Plan did not provide * COLA 

In October of 1990, the Plan Trustees approved an automatic 
COLA based on the advics of i t s actuary that such a benefit could 
be granted without any increase in contributions by Plan 
participants. 

In the summer of 1992, William M. Mercar, Inc. ("Mercer") was 
retained by the Plan Trustees to act as tha actuary to TCU's Plan. 
Ir. making the 1993 actuarial valuations. Mercer advised the 
Trustees that the COLA could not bt funded without significeuitly 
increasing contributions. 

Following receipt of Mercer's actuarial valuations, TCU 
amended che Plan to alirr.lr.ace COLA'S on benefits accruing for 
active employees after ."̂ay 14, 19 93. Mercer has concluded that 
even after the May l«, 1993 Plan amendments, th« COLA benefit which 
continued to accrue to retiree's under the Plan would require TCU 
to r a i s e i t s pension contributions by 52 -rillicr. a year -- almoit 
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doubling the ieve: o£ contrxbuclon prior to the ,dcptiorx of th . 

? : : c : 'Z;^«??he" '^f" ( ' f B = c . , ^ . y ultimately b ; ' « S to 'a«!m^ s-ertain of the obligation* of tho Plan. A forecast nr^Tnl^rl I? 
?^'s'futu'r:7^'^i^c'^' pro ,«c t ing the Impact of'the Vlan"s^J5u I I 
years TOT I n f ^"^^ ^'T? ^̂ '̂̂  *C -nd of f i?2 
Inc^^eJ^ Teil o^Ai'^.*"'1'^-^ °^ operating capxcal and hill 
'orecia? f , w î i ^^'^ ^ copy of the Deloitte Touche 
M^llZ " "̂ '̂̂  recent valuation report prenared hv 
Mercer were provided to Finance Committet staff ^°n Jû ne SP^his 

^-1- V plan is CO remain solvent, 7CU requires leoi«l«^'^r• 
r s l i e f which would permit TCU to eliminate l i l ^ ?0L^ benef'tJ 
14^99*! ' % h ^ " " ^ " ^ i " ? P l * " h a d T ^ e d prior ?o 
Seitio"4lMd)(V)"o^'^rh.'^'TP^^^ language at TAB A V l d Jm^JS 
a c c ^ P ^ s h thaVrUu.''^* ''^ ^^^^ «̂'=> 

chi^fTi'v^^"" ^ letter dated July 26, 1995, addressed to Sarah Fox 
R^iou™„ J'°:^V'^ committee on Labor and HuŜ A RCfources, advised Ma. Fox that: "uman 

^ " ''JP̂  Plan participants advised of the impact of 
^ ^ i e / r n ^ ' ' ^ T t ' ^ ' ^ l v i r t u a l l y no negative responsS Som 
i J I r e ! stated intent to discontinue future COLA 

letter, together with tha notices that the Plan 

c l Z i t z t . ' f t J f " "^'"'^^ '^^^ ---^^-^ to t h e ' p l n l i ^ 

n r i n ^ ^ ^ J r * ^ * ^ * ? ' ' ^̂ '̂  ^^^^ ^^^^^ 3 lawsuit against -he 
prior actuary who certified that the COL?l would not resul-^ in Lnv 
increase in contributions by the Plan's par^icip^Tnts !nd a^L^-^ 
l^A J ^ " ' ' '^^^-^ees who approved the COLA. Copies'^ of tht p l J S ' ^ ^ ^ 
u^tn r f ^ Z T ^^'L^rP^o^idsd to you or th. PiLncs 5o5>Sit?;; J t i f ? 
aScc.«fu? ^ ^ ^ ^ "̂̂ ^̂ ^̂  " "t'tes that -even i f 
su^5?^?fn^^ "̂ '̂  «ntlclpaced that any judgment wi l l be 
su f f i c i e n t to cover the cost of the COLA. - ' ^ 

wh*^ho^ ^ i ^ ^ i negotiating with ME. FOX CO determins 
ex e r S f L ^?.-^tr*V*. Committee on Labor and Hunan .^lesource. wuJ 
l ^ t l l h l l 1^.1^"?^^''^°^ ''''̂^ -̂-̂  ^^^^^ proviaions containsd in the 
? ^ o : f n f g o ^ f i t i ^ ^ ^ " " language. x w i l l advi.^ you of th. result of 

T .K̂  v̂,*° »«iviaed that the following parsons at tha Cepartmant of 
v*^?^^^*':? propossd le g i s l a t i v e language at TAB A and 
r^v« no ODjttction to i t s inclusion: 
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Olena Berg. Assistant Secretary for Pension and Welfare 
Benefits (219-8233), 

M«r«dtth Miller. Deputy Assistant Secretary -o- ̂ o'-rv (219-8233), and / - - -o..c> 

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

Ths Dspartmsnt of Labor has forwarded the proposed liir.guags to - \ 
-ep«rtm«nt of Traaeur/ for thair raview and comment. I will adviV 
you of Trsaiury's response upon receipt of the same 

e 
se 

summary, Mr. Chairman, I ara firmly convinced that TCU <s 
e.ncic.ed to the relief contained m the attached leglslacive 
^ancuage. Joint Tax has concluded thac enactment of chs language 
i'S'̂  "negligibU- rsvenue impact. Unless reliaf ie obtained, 
tne PBGC may wall b« r.quirad to assume many of the payment 
obligations under the plan to tho detriment of the Amirlcan 
taxpayers. ~M***W»4I 

I request, Mr. Chairman, that you give consideration to 
including the legislative lanĝ oags sat out at TAB A in your Mark 
reltt4.ng to the tax provision for tho 1995 budget reconciliation 
b i l l . 

Sincerely, 
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3.L.C. 

104TH CONGRESS 
1ST SESSION 

IN THE SENATE OF THE UNITED STATES 

Mr. Bxccua iatroduMd iht foUowiâ  biU; whiob «a« read twic« lad refcrrtd 
lo tha CommittJt on 

A BILL 
To waive certain requirements of the Intamal Revenue Code 

of 1986 and the Employee Ratirement Income Secxuity 
Act of 1974 with reap«ot to a plan amendment eliminat­
ing cost-of-living benefits. 

1 Be it enacted hy the Smote and House of Represtnta-

2 tives ofthe United States of America in Congrtu (us&mblsd, 

3 SECTION 1. APPROVAL OF PLAN AMENDMENT ELIMINAT-

4 INQ COSTaOF.LrVTDrG BENEHT8. 

5 (a) Lv GSI^BAL.—The provisions of section 

6 411(d)(6) of the Internal Eevenue Code of 1986 and sec-

7 tion 204(g) of the Employee R^dremsci Income Security 

8 Act of 1974 flhall not apply to a qualified plan amendment 

9 which provides for the elimination of eoet-of-Irving adjust-
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SX.C. 
2 

1 ments to benefits under the plan which were provided pur-

2 suant to a plan amendment 

3 (1) whicli waa approved on October 13, 1990, 

4 and efPaotive on January 1, 1991, and 

5 (2) with respect to which the plan actuary gave 

6 advice that the amendment would not result in an 

7 incrcaae in any required contribution to the plan. 

8 (b) QUALTFUD PLAN AMENDMENT.—For purposes 

9 of this section, the tenn "qualified plan amendment" 

10 means a plan amendment which 

(I) is adopted before January 1, 1996, and ia 

12 effective on or after such date, 

13 (2) is to a defined benefit plan establiihed on 

14 June 30, 1955, and 

1̂  (3) doea not reduce the amount of any benefit 

being paid to any plan participant or beneficiary im-

p.6^-7 

16 

17 mediately before the plan amendment is effective. 
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£anQTn(fl! of tfje United 6>tated 

JoMT Co«<i%irmi ON TAXAnoN 

(3021 22«-3<2l 

•mm 

Honorable Maoc Baucus 
Unicsd States Senate 
Washington, DC 20510 

Dear Senator Baucus: 

-nr- ~~ reiponae to your request dated April 19, 1995 
f?.l t estimate of a proposal which would providi re l ie f 
for a s p e c i f i c plan from the provisions of Section J U T S ) ^1) 0? 
Che -n temal Revenue Code of 1986 ('the Code-). ''̂ ^^aMfe) or 

S p e c i f i c a l l y , che b i l l would provide that a oualifi^d 
pension plan would not violate the'^rulea re l t t ing^o JiJJctions 
-o ^ ? ? i ' f ^ ^ ^ * " ^ ^ ^ ^ 411(dH6)) i f the plan las ^ S d e d 
;?^n ^ fiiljufitments to benefits u n Z l ^ " " ^ ^ 
J^ir?);i , -I?% '̂ ^̂ ŷ defined benefit plans 
established on June 30. 19SS. thac approved cost-of- l ivina 
adjustments on October 13. 1990. which were e f fect iv . on 
D r o v t S / ; , . ^ ^ ' ' understanding, from mat.ria?s 
provided by Roger Blauwat of your s t a f f , that che Intent of the 
proposal i . to provid. r e l i e f \ o one paicicSiar p l lS the 
iransportacion Communications Intemat ior*! Union clan Tho 
revenue estimate is based on t.his understanding. 

heforJ^'nS5f^°^f^ "^^i*^ effective for plan amendments adopted 
before v^anuary 1, i99«. We estl.-nace that the proposal would have 
a negligible effect on Federal f i s c ^ year budget receipts. 

hope this information ia helpfjrtNto you. I f we can be of 
furti-.ar assistance in this matter, ^ a s j j let me kâ aw 



THE WHITE HOUSE 

W A S H I N G T O N 

29 January 1996 

TO: Ben Nye 

FROM: Jennifer O'Connor 

RE: AFL-CIO, COLA response language 

Enclosed i s correspondence I received from Robert S c a r d e l i e t t i , 
President of the Transportation Communications International 
Union, requesting the Administration move to correct erroneous 
actuarial information used i n current COLA calculations. 

Please have the appropriate member of your s t a f f d r a f t a response 
for Harold and send i t back to me. I can be reached at (202)456-
6350 to discuss. Thank you. 



AFL-CIO, CLC 

TRANSPORTATION • COMMUNICATIONS 
INTERNATIONAL UNION 

LEGAL DEPARTMENT 

ROBERTA. SCARDELLETTI 
Inromationfii PfeFiiacn; 

MITCHELL M. KRAUS 
General Counsel 

LARRY R. PRUDEN 
Assisiani Gene/a! Counsel 

June 7, 1996 

Wi l l i a m K. Bortz, Esquire 
Attorney Advisor 
O f f i c e of Be n e f i t s Tax Counsel 
Department of the Treasury 
1500 Pennsylvania Avenue, NW 
Room 4 017 
Washington, DC 20220 

Re: Transportation»Communications I n t e r n a t i o n a l Union S t a f f 
Retirement Plan 

Dear Mr. Bortz: 

This l e t t e r i s being submitted t o supplement my l e t t e r of 
A p r i l 18, 1996, i n support of a l e g i s l a t i v e proposal d e a l i n g w i t h 
the TCU S t a f f Retirement Plan. That proposal would permit TCU t o 
vo i d c e r t a i n amendments t o i t s Plan which c a l l e d f o r automatic 
COLA'S, adopted on the basis of c l e a r l y erroneous a c t u a r i a l advice. 
As we p r e v i o u s l y noted, t h i s proposal has been determined t o be 
revenue n e u t r a l by the J o i n t Committee on Taxation (see attached), 
and we would hope t h a t i t would not be opposed by the Treasury 
Department. 

I have attached excerpts from the r e c e n t l y - t a k e n d e p o s i t i o n of 
the Plan's former actuary, Robert Nemann. Mr. Nemann had advised 
the Union's I n t e r n a t i o n a l Secretary-Treasurer Donald Bobo i n Ju l y , 
1989, t h a t the cost of adopting an automatic COLA was 
" p r o h i b i t i v e . " 

Notwithstanding, Mr. Nemann t e s t i f i e d t h a t he learned f o r the 
f i r s t time at a breakfast meeting w i t h Mr. Bobo on October 12, 
1990, t h a t the Trustees were going t o consider a proposal t o adopt 
an automatic COLA t h a t morning. Mr. Nemann made a rough estimate 
of the cost of t h i s b e n e f i t on a napkin. He spent approximately 
f i v e minutes making t h i s estimate. He concluded t h a t the union 
could provide t h i s b e n e f i t , without i n c r e a s i n g the c o n t r i b u t i o n 
l e v e l . 

Later t h a t morning, Mr. Nemann advised the Trustees t h a t an 
automatic COLA would be provided without any c o n t r i b u t i o n increase, 
and the Trustees adopted the automatic COLA based on t h i s advice. 

By l e t t e r t o me dated October 23, 1991, Mr. Nemann confirmed 
t h a t he "informed the Trustees t h a t the proposed COLA could be 

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



adopted without r e q u i r i n g an increase i n the 17-1/2% c o n t r i b u t i o n 
r a t e . " 

I n f a c t , Mr. Nemann's advice has c l e a r l y proven erroneous. 
The cost of t h i s b e n e f i t i s " p r o h i b i t i v e , " as Mr. Nemann had 
o r i g i n a l l y advised Mr. Bobo i n July, 1989. The l e g i s l a t i v e r e l i e f 
being sought i s needed t o prevent the Plan from f a i l i n g t o meet 
minimum funding requirements and the possible bankruptcy of t h i s 
Union. 

This proposal i s supported by Senators D'Amato, Moynihan and 
Baucus, as w e l l as the Pension Be n e f i t Guarantee Corporation. I n 
the event you should need f u r t h e r i n f o r m a t i o n , please f e e l f r e e t o 
contact me. 

Very t r u l y yours. 

M i t c h e l l M. Kraus 
General Counsel 

MMK:fm 
Attachments 
CC: J e n n i f e r O'Connor> 

N e l l Hennessy 
Robert A. S c a r d e l i e t t i , IP 
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JwhT COMMirrii ON TAXATION 
101» LONOWORTM HOUtt OMiCt lUllXxNO 

W4«MM0T0h. OC 2M11-6413 
(202) 32W«31 

H A. K a M r r r 

HonoreOiIe Max Baucus 
United States Senate 
Washingcon, DC 20510 

Dear Senator Baucusi 

for a^reJenSe'es^JS^S'c^^^ ^^opoIirCJiVg'^S^.S^^-^^ ' 
tor a specific plan from the D?ovtti«^SSJ 2°^^? P^^^ids relief 
Che internal R.Csnue CoSe o? ?98l^?n?S: ?^de-K ^̂ ^̂ 1̂̂ ^̂  °' 

pensiS'pl'fi^Siird n'S? v[Jia?2\'Se'"r^^* ^ * l i ' i e d 
in accrued benefits (Codi sJc w ^ "'fi^^^'^S reductions 
to eliminate cost-of-UvinradiiiJm^it^^ L ^ J the plan was amended 
plan. The b i l l would app?? onlv to SfJ^ the 
6Stabliflhed on June 3 0 fJ?:; rJJ® defined benefit plens 
adjustments on OctSbeS'i3 fsgS^^whfSr^"^^^ cost-of.living January i looi "-"-""'f 1990, which were effective on 
provJS^d'by^oger BlauCerof''S?'"'*''^^^' from*^:t^?iaJs 
proposal i i tS^proviSe ?eliL^?o''oSi*"' f^'f ^̂ "̂  intent of the 
Transportation CommunicSnnf T.. " Particular plan, the 
revenue estin^te Tiitll'lT^^^^^^^^^^^ P^-- The 

beforrjanSa?y"tt ??96^ ^Se*es??iit! r^L^lt"" "^•"dments adopted 
a negligible iff^ct on Federal J ? J c ^ SSL'hV"P°"^ would have 

riecai year budget receipts. 

Sincerely. 



.viay 7, l y y t ) 
Donald A. Bobo, et al 

['1 A: I'm not sure. Probably, but I'm not sure. 
\2] Q: Did you have any discussions with anyone 
131 other than Mr. Bobo before the meeting? 
[̂1 A: Other than casual conversation, I don t 
iS] recall any. 
161 Q: Did you have any discussion about the COLA 
n with anyone in between the time you left your 
ai brcaJcfast meeting and the time you actuallv began 
i9| the formal trustees meeting.' 

;ioi A: I don t believe so. I don't recall any. 
Ill Q: I'm going to hand you what was marked 
.121 earlier as Exhibit 34.These arc the minutes of 
;i31 the October 12, 1990, meciing.Thc minutes 
iui indicate that Mr. Kilroy and Mr. Bobo and Mr. Lynch 
(15) and Mr. Bosher were present, and Mr. Mazur was not 
(16] present due to illness, and you were present: is 
I'Ti that accurate? 
:i8i A: I know I was there. I don't specifically 
1191 recall the other anendees. 
(20) Q: Do you recall there being anyone else at 
1211 the meeting other than the people listed here' 
(221 A: No, I don't. 
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I'l Q: Was Mr. Howard there? 
[21 A: I do not know. 
13) Q: Do you know a man by the name of Jerry 
(41 Lynch? 
(51 A : Yes . 

(61 Q: Was he there? 
(7) A: I do not know. 
(Sl Q: Do you know Mr. Hobo's then secretary 
m Berdine Pursillcy? 

(101 A: Yes, I do. 
(111 Q: Was she there? 
(121 A: I don't know. 
(131 Q: Let me ask you to drop down to the third 
(M| paragraph, 'Chairman Kilroy thoroughly discussed 
[151 the many discussions" and so on. 
(161 Do you recall that happening, a discussion 
;i7i of previous discussions about COLAs? 
[181 A: I recall discussmg COIAs. yes, but as to 
(191 any specifics, no. 
(201 Q: The next paragraph begins, (reading; 
[211 foUowmg a discussion by the actuary of his most 
[221 recent actuarial study, which indicated that the 
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Page 140 
[ ' 1 ^ A: Of this so-called proposed COLA. 
mi^Q: So you discussed that with Mr. Bobo at the 
[3i| breakfast meeting? 
("l' A: Yes. 
(51 Q: What did you tell him at the breakfast 
(61 meeting about cost? 
(7] A: Basically I told him that I couldn't put 
(81 an exact cost on such a COLA, and that m a few 

^ (91 minutes time sitting there at the breakfast meeting 
(10) 1 had come up with some rough estimates, and that 
(111 it appears that they could adopt such a COLA.And 

I (121 if they did, the basic current contribution of 
(131 17-and-a-half percent would not have to be 

i(ui mcrcascd.And I reviewed at that time the 
II1S1 Schedule B accountant balance, which means they had 
I [IS] a margin in the minimum contributions. 
1(17] I also discussed, I rccaU, specifically 
I [181 the amortization periods that wc had been looking 
(191 at in some ofthe earlier items that we costed 
[20) earlier that year. 
(21) If nothing were adopted, it was projected 

I [22] that the Plan would be fully funded in 

(11 approriinatcly one year from that tunc, and that if 
I (21 this proposed COLA were adopted, that the 
j PI amortization period would be backed up. I don't 

W think I give him a specific number, but it would be 
[51 back up again to substantial time in the future. 
(«l I did say that there is no way that I 
m could say without doing a fi i l l cost studv whether 
m or not the contribution would have to be increased 
[81 in the future down the road, that it would not have 

[101 to be increased for some time into the future. But 
(111 whether it would have to be increased eventually I 
[12) didn't know. 
[131 Q: When you did these rough estimates. I 
(Ml suppose, at the breakfast table wixh Mr Bobo, did 
1(151 you have your files with you? 
![iei A: I probably had the actuarial rcpon. I 
1(17) don't rccaU when it was dated.That was prepared 
(m as of January 1, 1990, and I bebcve that's the 

!(i9l rcpon referred to in the minutes that was 
I [20] discussed briefly at the trustees meeting. So yes. 
j|2il which gave the basic status of the Plan as of that 
1(22) lime. 
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(11 Plan is financially able at this time to effect 
[21 some son of automauc COLA, it was proposed, and 
(31 SO on. 
[*l What do you remember happening at this 
[51 fxjint in the meeting? 
(61 A: Which pan? 
[7] Q: Okay. Did you speak to the question of 
[81 the COLA at the meeting? 
(9) A: Yes. 

[101 Q: What did you say? 
['i| A: I reiterated parts of a discussion that 
[121 had occurred prior to the meeting with Don Bobo 
(131 Q: Did you mdicate to the other members of 
(1*1 the board that you had had a meeting with Mr Bobo 
[151 that morning? 
(161 A: 1 don't know. I don't know if that was 
(171 indicated or not by mvsclf or anyone else. 
[181 Q: What pans of the discussion did you 
(191 reiterate? 
;20! A: I think the items concemiog cost 
(211 basically that I had discussed eaiiier. 
(Sl Q: As relating to the cost of wtm? 
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Page 137 - Page 142 (26) 

(1) Q: When you were making a rough estimate, did 
[21 you make any notes? 
(31 A: I don't believe so, no. I may have 
(41 scratched on a napkin some numbers, but I didn't 
(5) make any notes as such. 
[61 Q: How long do you think you spent roughing 
(7) out the estimate that you made that morning? 
(8) A: Not very long. 1 couldn't teU vou 
(9) exactly. 

(10) 0: Five minutes? 
(11) A: Yeah. In that kind of ball park. 
(121 Q: So when you got to the meeting, you 

![i3i discussed the cost estimate that you had roughed 
(14) out with the trustees; is that right? 
(15) A: Briefly, yes. 
[18) Q: You teU me as specifically as you can 
(17) what you told them. 

!(i8i A: I can't really tell you real specifically 
imn because I don't recall the specific converjation at 
: m the trustees mcetiiig. AIL 1 can recall is 
(21) discussing it.And I wonidbanrc rcitccacd what I 
— said earlier in the day, bur l cion'trecall 

Page 142 

Min-U-Scfi|»ti» MUler Reporting Company, Inc. 
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[I] specific sutcmcnts that I made to the trustees. I 
[21 think I tried to review what was discussed. 
(31 Q: Did you tell them that the basic form of 
m the propKDsal had been first developed that morning? 
[5) A: No, I don't think I told them that. 
;6i Q: Did Mr. Bobo tell them that? 
r7] A: I don't know. I don't know that he told 
[8] them that it had been-I don't know that it was 
(91 developed that morning. I don't know when it was 

[101 developed, the idea of that particular COLA. 
(II] Q: But that morning was the first time you 
;i2l heard about it? 
[13] A: That's correct. 
(u) Q: Did you tell them that the costs that you 
(15) were discussing had been something that you made a 
[161 rough estimate of that morning? 
[171 A: Again, I couldn't say specifically whether 
[181 1 said that exactly or not. 
(19) Q: But when you made those estimates, you did 
[20] those, went through that process at breakfast with 
(211 Mr. Bobo, possibly scratching something on the back 
[221 of a napkin' 

;ii A: Possibly. I don'l recall if I actually 
[21 wrote numbers down or not. 
[31 Q: Did you tell the trustees at the meeting 
(41 what effcCT this proposal would have on the Plan's 
(5) amortization pcnod? 
[61 A: I believe, again, that was generally 
[71 discussed, yes, but as far as specifically what 
[81 effect, no, because I didn't know what effea. 
[9| Q: You had come up with an estimate for the 

[101 four- and eight-year ten percent COLA that you 
[111 indicated would increase the Plan's amortization 
[121 period to 5.3 years, I believe; is that right? It 
(131 goes back to lhat August 6th document. 
[141 A: 1 think lhat was the period. 
[151 Q: Did you anticipate that the impaa on the 
(161 amortization penod of this proposal, as outlined 
;i7i in the mmutes here, would be substantially more 
(18) than two in terms of its effect on the amortization 
1191 penod? 

[201 A: Yes, I would-I would have anticipated 
[211 that. 

(221 Q: But vou didn't know what number that would 
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[11 be? 
(21 A: No . 

(31 Q: The proposal lhat is described here m the 
[4| minutes on Exhibit Number 34 really has two parts 
[51 to It. It's ten percent on the third anniversary 
(6) date of benefit commencement. I guess that's for 
[71 each parucipant; is that right? In other words, 
[81 you would look at an individual, look at his 
(9) retirement date and every third anniversary you 

(101 would apply the increase? 
(Ill A: Yes. 

[121 Q: So increases would take place throughout 
[131 the year on a person-by-pierson basis throughout the 
(14) third year after this was adopted' 
[151 A: I believe that's thcway-I don't "-rail 
[161 if it was-yes, to the best of my recollection, 
[17] that's what was discussed.The only hesitation was 
(181 I don't recall if there was discussion of a 
[191 specific date each year for such increases or not. 
[20| I think it was just contmuous. 
1211 Q: (Reading) IE was aiao psopioscd that thc-
[221 pension benefit in effect on December 31.1990: be 
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[I] increased effective January 1,1991. lor those 
(21 participants who retired pnor to January 1, 1991, 
PI at the rate of ten percent for each three year 
(4) penod elapsed. Such increases to be applied on a 
(5) compKDunded basis. 
(6) That, to me, means that it was a 
[71 retroactrve, in a sense, mcrease for people who 
[81 retired. Somebody had been retired ten years, he 
[91 would get three maximum ten percent mcreases to 

(101 his benefit effective January 1. 1991; is that 
(II) nght? 

[12) A: Yes. I believe so. 
[13] Q: When you were trying to rough out the 
(14) estimated cost of this benefit, did you take that 
[IS] into accoimt? 
[161 A: Roughly. 
[17] Q: Did you take into account the idea that it 
(18) was applied on a compounded basis what I will call 
(19) the retroactive increase? 
(20) A: Yes, that was pan-well, yes and no. 
[211 Those elements were pan ofthe proposed COLA that 
[221 was discussed in that morning breakfast meeting. 
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[I] As far as specifically takmg mto accoimt specific 
(2) items of the proposal, I can't say that I did or 
(31 not under the environment of attemptmg to come up 
(4) with a real rough estimate. 
(5) Q: After you discussed your rough estimate, 
(6) did you receive any questions from any of the 
(7) people present at the meeting? 
(8) A: 1 couldn't tell you. I don't recall. 
[B] Q: Did anyone there ask you to relate what 

(10) you were telling them that morning to what you had 
(II) previously said, pnrticuiariy in the letter to 
(12) Mr. Bobo where you used the term "prohibitive" when 
[13] you talked about an automatic COLA? 
[141 A: I don't recall. 
[151 Q: At the time you were at this meeting, did 

j(i8i you recall that you had previously told them that 
[17] an automatic full fledged COLA was prohibitive? 
[181 A: I couldn't tell you if I recalled that or 
[181 not at the orncT^ 
(20) Q: The mmutes also go on to say, (reading) 
(21) it was also proposed that the maximum years of 
(22) credited service under the Plan be increased to 35, 
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(1) which is the maximum years of credited service now 
(2) in effea m Canada. 
(3) That was something you had an opp>ortuiiiiy 
(4) to cost out prior to the meeting; is that right? 
[S] A: Yes. I believe that was pan of the cost 
(6) estimates that were given earher 
(7) Q: Did you scpjarately descnbe the cost of 
[>) that benefit increase? 
(8) A: I believe I did. 

(10) Q: What did you tell the board' 
(11) A: I can't tell you exactly, but I think I 
(12) discussed essentiaUy what was described in the 
(13) cost estimate of that, that it had a mmor effect, 
(14) relatively speaking, a mmor effea on the 
(15) amortizanon period. 
(16) Q: Did you discuss the cost of the reduction 
(17) in the eariy retirement reduction faaor that we 
(iB| had taken a look at, prior to the meeting? 
(IB) A: 1 don't recall discussing that. 
(201 Q: That was an opdoir that you studied but it 
(21) wasn't even discussed at the mectingh 
[2a A: Not to my recoUectioiL 
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October 23, 1991 

Mr. M i t c h e l l M. Kraus 
General Counsel 
Transportation Communications Union 
3 Research Place 
R o c k v i l l e , Maryland 20850 

Re: S t a f f Retirement COLA 

Dear Mitch: 

The a c t u a r i a l study r e f e r r e d to in the minutes of the October 12, 
1990 Trustees meeting i s the regular A c t u a r i a l Report as of 
December 31, 1989, dated March 30, 1990 (copy enclosed). That report 
did not analyze or comment on any p o t e n t i a l Plan changes; i t did 
report the status of the Plan as of December 31, 1989. 

There was no w r i t t e n a c t u a r i a l report on the proposed COLA p r i o r to 
I t s adoption. The proposed COLA was presented to me the dav of the 
Trustees meeting, October 12, 1990, and I was asked i f the Plan could 
support i t under the current c o n t r i b u t i o n rate of 17-1/2% of covered 
salary. Based upon the then current status of the Plan, as r e f l e c t e d 
in the December 31, 1989 A c t u a r i a l Report, 1 informed the Trustees 
that the proposed COLA could be adopted without r e q u i r i n g an increase 
in the 17-1/2% c o n t r i b u t i o n r a t e . 

The December 31, 1990 A c t u a r i a l Report (copy enclosed) does r e f l e c t 
the impact of the COLA which was e f f e c t i v e January 1, 1991. The 
f i n a n c i a l impact of the COLA can be analvzed bv comparing the r e s u l t s 
reported in Table 8 of the two nc t u a r i a 1' r e p o r t s . The years required 
to fund the unfunded a c t u a r i a l reserve increased from 1 9 vears as of 
December 31, 1989 to 24.0 years as of December 31, 1990. Thus, had 
the COLA not been adopted, the unfunded reserve would have been 
completelv funded by December 31, 1991. At that time, the 
c o n t r i b u t i o n s to the Plan would have been reduced by approximately 
50%. With the COLA in place, t h i s reduction i n c o n t r i b u t i o n s w i l l 
not occur f or another 23 or 24 \'ears. 
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October 23, 1991 

Mr. M i t c h e l l M. Kraus 

Re: S t a f f Retirement COLA 

Please give me a c a l l a f t e r you have had a chance to review t h i s 
i n f o r m a t i o n so that we can discuss any questions you might have. 

Sincerely, 

R. E. NEMANN & ASSOCIATES 

Robert Nemann, A.S.A. 
Consulting Actuary 

RN/mn/c 


