November 17, 2015

The United States Congress
United States Capitol
Washington, DC 20510

To the Members of the United States Senate and the United States House of Representatives:

The undersigned organizations represent employers who voluntarily provide retirement benefits
to millions of workers. We urge you to protect job-creators, workers, retirees, and their
retirement security by opposing any further increases in premiums paid to the Pension Benefit
Guaranty Corporation (PBGC) by sponsors of single-employer defined benefit plans. Additional
premium increases will only add unneeded uncertainty for employers, stifle job creation, and
encourage sponsors to exit the defined benefit pension system.

The premium increases included in the budget deal recently enacted by Congress come on top
of nearly $17 billion in premium increases already imposed over the last three years. Prior to
this year’s increases, Congress had already more than tripled the flat rate premium from $19
per participant to $64 per participant. Such premiums will rise another 25 percent to $80 a
participant under the current budget deal. Under prior increases, the variable rate premium had
also tripled from $9 per $1,000 of underfunding to $30 per $1,000 of underfunding and now will
increase another 36 percent to $41 per participant as a result of the recent budget deal.

Every additional dollar that employers must pay to the PBGC is one less dollar that can be used
to fund participant benefits, expand businesses, create jobs, or grow the economy. Rather,
these premium increases foster economic uncertainty, hamper investment, endanger jobs, and
constrain economic growth. According to a recent study,* adding further premium increases to
the previous premium hikes in 2006, 2012, and 2013 equates to a potential loss of 42,000 jobs
per year on average, peaking at 67,000 jobs in 2017, and a $51.4 billion hit to the U.S.
economy. Congress could save an average of 24,500 jobs per year by rejecting any additional
premium increases. PBGC premium increases also create an unfair playing field among
employers as only the employers that voluntarily provide defined benefit pension plan benefits
face this tax burden.

Since PBGC'’s trust fund for the single-employer system is — by the PBGC’s own estimates —
getting healthier by the year, further PBGC premium increases amount to little more than a tax
on plan sponsors. In its 2014 annual report, the PBGC stated that the single-employer system
continues to improve and that “it is highly unlikely to run out of funds in the next 10 years.”
There is absolutely no threat of a taxpayer bailout of the single-employer program. In fact, in the
5,000 scenarios simulated in PBGC’s modeling, there were none in which PBGC ran out of
money within the 10-year projection period. As such, even the PBGC’s own analysis does not
call for an increase in premiums on single-employer defined benefit plans.

Congress mandated that PBGC is “to encourage the continuation and maintenance of voluntary
private pension plans,” but increased premiums are driving plan sponsors out of the defined
benefit system. PBGC premiums already add significantly to the cost of maintaining a traditional
pension plan and account for more than 13 percent of total defined benefit plan expenses. As
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such, sponsors paid premiums on at least 2.5 million fewer participants in 2014 than in 2011
due in large part to plan sponsors exiting the system to reduce their premium burden.

By law, PBGC premiums go directly to the PBGC, not to the Treasury and can only be used to
pay benefits to plan participants. The practice of counting increased PBGC premiums as
general revenue for purposes of budgetary scorekeeping is inconsistent with good governance
and does nothing to strengthen the nation’s retirement system.

Thank you in advance for opposing any additional premium increases that will increase pension
costs for many employers — costs that could serve as barriers to job creation, investment, and
economic growth.

Sincerely,
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