April 10, 2002

What do your constituents think “vested” means?
Dear Colleague:

In my dictionary, “vested” is defined as follows:

vested.  adj.  1.  Settle, fixed, or absolute; being without contingency: a vested right.

Despite this definition, being “vested” in a pension plan does not mean what most employees think it means.  Did you know that companies can, at any time and for any reason, change a vested employee’s pension plan?  Most often, this change in plans involves a company changing from a traditional, defined benefit pension plan to a “cash balance” pension plan.  This usually results in anywhere from a 20 - 50% reduction in final pension benefits, with long “wear-away” periods during which employees do not accrue any new benefits.

Bureau of Labor statistics indicate there are more than 48 million American workers over the age of 45.  The latest Bureau of Labor statistics also show that more than 40 million workers or their spouses participate or receive benefits from defined benefit plans!  Many of these 40 million workers fall into the over-45 category.  Pension plan conversions disproportionately burden these older, career-oriented employees - those employees who need the most protection.

This is wrong!  When companies change their retirement plans in a way that may reduce employee benefits, vested employees should be allowed to stay in the original pension plan that they were promised.  This week, I will introduce the Vested Worker Protection Act of 2002.  This bill will require healthy companies to:


1) provide 90 days notice of any pension plan change to all workers; and

2) give fully vested employees the choice of staying in their current plan or switching to the new, amended plan.

This bill exempts companies in financial distress from penalties, while otherwise healthy companies will be subject to an excise tax should they violate the provisions of this bill.

This bill will have no adverse effect on profitable companies that simply keep their promises to their employees.  Support employees in your district by signing on as a co-sponsor of the Vested Worker Protection Act of 2002.  To co-sponsor, please call James Beabout at extension 5-2472.







Sincerely,







Gil Gutknecht







Member of Congress

