For research purposes only. See SCC notice.
1pensation.blr.com/Compensation-news/Benefits-Leave/ERISA/Pension-Underfunding-Still-Widespread-Yet-/

il Log in to view your state's edition

C P,

Reanest Demo | Free Trial
- ick Search
Claim your Copy of nee=tan
Top 100 FLSA Find My Comp.BLR | Help
Gy Overtime Q&As \ =

Comper State:
National =
Category T
T . OP 100 FL
All Enter Your Email Address Oy, SA L
Benefits & ertime Qgas Y
— , 4 4 o ) e Special Reports
Discrimina Your email address will not be published. Required fields are marked

FREE Special Report. Download
Of These FREE Special Reports,
/"

HR Admin
Perfi
Staffing & n I' want my Free Report

IIBLR 100 FLSA Overtime Q&As

— __dbanding for Compensation

B sHArRe  EwWE Success

Print
B The Leave Maze: Managing FMLA, ADA,

Email and Worker’s Compensation Issues
Octobe.r 01, 2003 . i . B How to Manage Telecommuting Legally
Pension Underfunding Still Widespread, Yet... & Effectively

Und B FLSA Overtime: MakingYour Way

Through the Exempt/Nonexempt
Minefield

For a Limited Time receive a FREE Compensation Market Analysis Report! Find out 1
how much you should be paying to attract and retain the best applicants and employees, Featured SpeCIaI Report
with customized information for your industry, location, and job. Get Your Report Now! Claim Your Free Copy of Top 100 FLSA
Overtime Q&As

erfunding in corporate pension plans is widespread but perhaps not as troublesome as
recent reports suggest, according to an analysis by HR consultant Watson Wyatt
Worldwide.
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The study found that while almost two-thirds of the nation’s 1,000 largest companies have
underfunded pension plans, the ratio of unfunded pension obligations to total corporate
assets is less than 4 percent for the typical large plan.

"Relative to total corporate assets, the unfunded pension liabilities of most large
compawles are not. excessive," says Sylvester Schleber, director of research at_Watson This report, "Top 100 FLSA Q&AS", is
Wyat_t. Unfundet_j liabilities should a_IIways be monlto_red. B_ut the real problem with the designed to provide you with an
pension system is a regulatory environment that actively discourages not only the full examination of the federal FLSA overtime

funding of future liabilities but the very idea of pension plan sponsorship at all." regulations in Q&A format, including
valuable tips for bringing your workplace

Indeed, primarily due to terminations, the number of defined benefit pension plans has ) @RI e I I i e e

declined by about 20 percent in the past three years, according to government data. At the end of the report, you will find a list
of state resources on wage and hour

Economic and regulatory forces batter pensions. Record low interest rates, declining issues. This report includes practical advice

stock markets and corporate operating losses have combined to create the worst on topics such as:

environment for pension plan funding since the passage of the Employee Retirement B FLSA Coverage: How FLSA regulations

Income Security Act in 1974, according to Watson Wyatt. apply to all employers and any specific

exemptions from the overtime
requirements

According to a Watson Wyatt survey of 472 plans with 1,000 or more participants, the
percentage of fully funded pension plans declined from 84 percent in 1998 to 37 percent in B Salary Level: Qualifying for exemptions
2002. Yet the situation was much worse after the passage of ERISA. In 1978, the number and nonexempt employees

of fully funded plans was only 25 percent, but by 1985 that number soared to 78 percent. B Deductions from Pay: Deducting for
violations, disciplinary reasons, sick
"This suggests that today’s underfunding can be resolved," says Schieber. "However, in leave, or personal leave
the mid-1980s, Congress curtailed tax incentives for pensions, placed new limits on
funding and set up other restrictions. As a result, a new round of underfunding began
showing up in earnest in the 1990s, although it was masked by the economic boom of the Download Now!

period."

According to Schieber, these short-sighted regulations and historically low 30-year
Treasury bond rates — which determine funding requirements — have already played a
significant role in the demise of many pension plans. In an attempt to find a replacement
for the 30-year Treasury rate, the Senate Finance Committee has recently approved a
proposal to use a bond yield curve to calculate pension liabilities. However, the outlook for
this proposal is unclear as competing proposals are being considered.

Cash call of about $80 billion this year and next. During 1999, Fortune 1000
companies contributed $11 billion to their defined benefit plans. By 2002, this number
soared to $44 billion. Despite this infusion of dollars — more cash than had been
contributed over the previous three years combined — plan funding continues to
deteriorate.
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