To:


All Diocesan Lay Employee Pension Plan Participants
From:


Pete Schmidt, Director, Human Resources

Subject:

Important Lay Employee Pension Plan Update

Date:


October 25, 2010



 This year has certainly brought home to us not only the financial challenges we are currently facing, but some of the solutions that need to be implemented to provide long term Diocesan programs.  I am writing today to focus on our lay employee pension program.

In order to ensure the payment of pensions, over the long haul, certain steps must be taken now.  The same factors which impacted our diocesan finances, most notably the downturn in the economic markets also impacted the pension investment account. The current ratio between the account balance and projected payments has become a concern which needs to be addressed.  We are not alone in addressing this problem.  Many organizations, both non-profit and for profit, are facing these very same issues.

Because of this, Bishop McDonnell has approved the diocesan finance council’s recommendation to freeze the lay employee pension accruals effective Dec. 31, 2010.  To explain, when a plan is frozen, the employees stop earning pension benefit credits, meaning that their pension benefit will no longer continue to grow.  A plan cannot take away or reduce the benefits an employee has already earned, but is allowed to freeze future benefit accruals.  This action ensures that pensions already earned will continue to be available to everyone who has been or is eligible.  A mathematical illustration of a pension calculation has been included for your reference.
The Diocese of Springfield has provided a lay pension program since 1982 and benefits earned, prior to the plan freeze, will continue to be paid according to the plan.  The Diocese of Springfield pension plan is known as a defined benefit pension plan (the diocese/parish/institution pays into it, not you) that allows an employee working a minimum of 1,000 hours in each of five plan years to become vested under the plan and be entitled to a monthly benefit at retirement age.  These funds are kept in a segregated investment account, which is regularly analyzed to ensure the funding ratio level is appropriate given the cash value of the investment account and the projected payments going forward.
By undertaking the freeze at the end of this calendar year, we will avoid a situation in which monthly payments might have to be reduced or eliminated all together.  In a practical sense, if this action does as it is intended, upon your retirement, it will provide a stable pension payment based on your years of service through December 31, 2010.  Of course, while the plan is frozen, future monthly benefits will not increase.  Also, as a result of the freeze, we will not be issuing pension statements this year, but you will receive an updated pension statement in the spring of 2011 depicting your retirement benefit under the frozen plan.  
I know this action may leave unanswered questions.  To help provide answers to those questions, we have arranged the following dates for employee meetings to review this action and allow you the opportunity to ask questions.   We will also ask representatives of our 403b plan (the retirement plan solely funded by the individual employee) to be available at that same time.  The 403(b) plan can serve you as a way to supplement your retirement income.
MEETING DATES:

TUESDAY, NOVEMBER 9, 2010
ST. JOSEPH CENTRAL HIGH SCHOOL

22 MAPLEWOOD AVENUE

PITTSFIELD, MA 01201
4 PM
WEDNESDAY, NOVEMBER 10, 2010
BISHOP MARSHALL CENTER 

ST. MICHAEL’S CATHEDRAL
254 STATE STREET

SPRINGFIELD, MA 01103
1:30 PM
WEDNESDAY, NOVEMBER 10, 2010
CATHEDRAL HIGH SCHOOL AUDITORIUM
260 SURREY ROAD

SPRINGFIELD, MA 01118
4 PM

In light of all the difficult news we have had to deal with, I know this seems to be yet another chapter in what is clearly a challenging time in the history of our diocese.  We are not alone, many other dioceses and non-profit institutions are facing these very same problems.  Let us all hope and pray for better days ahead, and let us realize that our greatest strength is in working through these challenges together. 
