





The Board concluded that the respective appeals arise out of the same or similar facts and
that they seek the same or similar relief.

SUMMARY OF THE ISSUE RAISED IN YOUR APPEAL.

The entire issue raised in your appeal is whether PBGC has used the proper
method for calculating the Basic Retirement Benefit for a Participant who is eligible to
retire early — before the age of 65.° The Basic Retirement Benefit is the defined
contribution portion of the Plan benefit — which is not insured by PBGC. The Basic
Retirement Benefit must be calculated and is then offset (deducted) from the
Supplementary Retirement Benefit. As with any offset type pension calculation, the
lower the Basic Retirement Benefit deduction, the higher the Supplementary Retirement
Benefit. You argue for a methodology that results in a lower Basic Retirement Benefit
deduction and a higher Supplementary Retirement (PBGC) Benefit for your clients.

The key claim of your appeal is at page 6 of the Appeal Brief. You state that
when a participant “. . . decides to take [the] “Supplementary Benefit” as an early
retirement benefit, the amount is calculated using a two-step process, first applying
Article 6.2 (a) and (b), and then applying Article 8, specifically Article 8.2 (a) or (b).”
AB at 6. Your contention is that in cases of early retirement (whether under Article 8’s
definition of early retirement or for deferred vested participants with 10 years of service
and eligible for early retirement under Article 11), the Article 6.2 (c) provision requiring
use of the “Life Rate” at normal retirement age does not apply. AB at 1 and 6. We note
that PBGC applied Article 6 in its entirety, including Article 6.2(c) to calculate the
Supplementary Retirement Benefit.

The term “Life Rate” is not defined by the Plan, yet you used this term frequently
in your appeal. For example, you contend in your Appeal Brief, “the difference between
the PBGC’s and the participants’ positions concerning the benefit determinations issued
[for the Rowe Plan] is whether the offset of the Supplementary Benefit should be
calculated using the Life Rate at the Normal Retirement Date (the first month after age
65) or the Life Rate at the Early Retirement Date (the first month after qualifying for
Early Retirement), which is different for each individual.” AB at 1.

We interpreted your use of the phrase “Life Rate at the Normal Retirement Date”
to mean the actuarial factor used to calculate an annuity value with payment starting at
age 65. We interpreted your use of the phrase “Life Rate at the Early Retirement Date”
to mean the actuarial factor used to calculate an annuity value with payment starting at
the early retirement date; this would result in an immediate annuity payable at the early
retirement date.

? Under Plan Atrticle 8.1, a Participant is eligible for an Early Retirement Benefit after
attaining age 55 and having at least 10 years of vesting service. Likewise, a deferred
vested participant with 10 years of vesting service is also eligible for early retirement, as
early as age 55, under Plan Articles 11.2 and 11.3.










Article 6 of the Rowe Plan is titled “Supplementary Retirement Benefits” and
states in its entirety:

6.1 This Article Generally. In addition to the benefits under the
Basic Plan provided in Article 5, the Plan provides benefits under the
Supplementary Plan contained in this Article.

6.2 Amount of Benefits. Subject to the other provisions of the
Plan, the amount of Supplementary Retirement Benefits payable to an
eligible Member shall be equal to:

(a) 2 %% of his Average Monthly Compensation multiplied by his
Credited Service, up to a maximum of 20 years of Credited Service; less

(b) 4 16% of his Primary Social Security Benefit multiplied by his
Credited Service, up to a maximum of 20 years of Credited Service; less

(©) The monthly retirement benefit which can be provided on an
Actuarial Equivalent life annuity basis from the Account balance of the
retiring Member as of his Normal Retirement Date under the Basic Plan;
and less

(d) The Actuarial Equivalent of any amounts previously distributed to
the Member under the Supplementary Plan or the Basic Plan, due to the
Member’s prior withdrawal, termination, disability, or retirement.®

6.3 When Benefits are Paid. Supplementary Retirement Benefits
shall be paid when a Member qualifies to receive benefits under the terms
of Articles 7 through 11.

QOur Interpretation of the Plan’s Language in Article 6

To determine the amount of the Supplementary Benefit payable, Plan Article 6.2
states that the gross benefit provided by the Supplementary Plan under 6.2(a) will be
reduced by both a calculation related to the participant’s Primary Social Security Benefit
(6.2(b)) and by “[t]he monthly retirement benefit which can be provided on an Actuarial
Equivalent life annuity basis from the Account Balance of the retiring Member as of his
Normal Retirement Date under the Basic Plan . . .” (Article 6.2(c)). The actuarial
equivalent of the Basic Plan Account Balance is determined as of the Normal Retirement
Date. Thus, the Plan language itself identifies the Normal Retirement Date as the date at
which the monthly retirement benefit derived from the Basic Plan Account Balance is
determined.

PBGC’s decision, as noted in the Actuarial Case Memorandum at Section 5
(discussed above), to calculate the Basic Account Balance as of the Normal Retirement
Date is clearly supported by the plain language in Plan Article 6.2(c).

% We are not aware of any prior distributions involved in this case; thus, this provision is
generally not relevant to our review.



Your Key Contention is that Article 6.2(c) does Not Apply

Your contention, however, is that “. . . the Supplementary Benefit is calculated
differently, depending on whether the retirement is early, normal, late, or deferred.” AB
at 4. As discussed earlier, you contend that Article 6.2 (specifically 6.2(c)) is only
applicable when calculating the Normal Retirement Benefit under Article 7. You assert
that the Supplementary Benefit for early retirement is calculated using Article 8.2. AB at
4.

We note that all six appellants are eligible for an early retirement benefit either
directly under Article 8 or as a deferred vested beneficiary under Article 11.” Thus, we
also looked at the Plan language in Article 8 in examining your appeal.

Article 8 Plan Language
Article 8 of the Rowe Plan is titled “Early Retirement Benefit” and states in part:

8.1 Eligibility for Benefit.

A Participant or an Inactive Participant shall have a nonforfeitable
right to an Early Retirement Benefit if his Termination of Employment
occurs after attaining Early Retirement Age, but before attaining Normal
Retirement Age.

“Early Retirement Age” means the age at which a Participant has
attained age 55 and completed at least ten years of Vesting Service.”

8.2 Amount of Benefit.

The monthly pension benefit payable to a Participant who is
entitled to an Early Retirement Benefit shall be an amount equal to:

(a) His Supplementary Retirement Benefit determined as of
his Early Retirement Date if payment of his pension commences as of his
Normal Retirement Date; or

(b) His Supplementary Retirement Benefit determined as of
his Early Retirement Date, reduced for each month his pension starts
before his Normal Retirement Date. The reduction shall be ¥ of 1% for
each month before age 65 the pension is to be paid. Payment of this
amount shall continue during the life of the Participant without change at
the Participant’s Normal Retirement Date. (emphasis added)

7 Under Article 11.3 a deferred vested participant “. . . with at least ten years of Vesting
Service may elect to have his pension benefits commence at any time between age 55 and
his Normal Retirement Date.” Under Article 11.2, . . . if the Participant elects under

Section 11.3 to have his pension benefits commence before his Normal Retirement Date,
the Participant’s benefits shall be reduced in the same manner as an Early Retirement
Benefit, as described in Section 8.2(b).”
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