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Brief Sheet 

Background and 
Key Question 

On March 11, 2021, 
President Biden signed the 
American Rescue Plan Act of 
2021 (ARP) which authorizes 
PBGC to provide special 
financial assistance (SFA) to 
help save severely 
underfunded multiemployer 
plans and to potentially 
enable over three million 
participants and beneficiaries 
to receive their pension 
benefits. For this reason, 
PBGC launched the SFA 
Program under an Interim 
Final Rule published in July 
2021, which allows eligible 
plans to receive an amount 
sufficient to pay all benefits” 

for the next 30 years with no 
obligation of repayment. SFA 
will not only protect the 
pension benefits of workers 
and retirees, it will also 
prevent, as previously 
projected, the PBGC s 
multiemployer insurance 
program from becoming 
insolvent in 2026. 

Our objective was to 
determine whether PBGC has 
taken reasonable steps to 
ensure that deceased 
terminated vested 
participants were not included 
in the determination of the 
SFA amount. 

Evaluation Results 

PBGC approved SFA applications that may have included deceased 

participants in the terminated vested populations (TVs), resulting in an 

overpayment of SFA funds. PBGC did not consider available 

information, such as results of a death audit performed by the 

Multiemployer Program Division (MEPD), in its review of applications. In 

addition, for plans with changed exclusion assumptions, additional 

requirements were not sufficient to identify deceased TVs in the 

applications and reduce the associated SFA amounts. As a result, we 

estimate approximately $6 million in possible improper payments for four 

of the five plans reviewed. Although PBGC has recently made progress 

to reduce the risk of improper payments by requiring a death match 

report (under the Final Rule), it did not add affirmative requirements that 

would ensure deceased participants are excluded from SFA 

applications. As a result, PBGC could continue making overpayments for 

SFA to multiemployer plans. 

Recommendations/Management Response 

We made six recommendations to improve the quality of SFA estimates 

and approvals related to potential deceased participants in the terminated 

vested populations. 

PBGC management agreed with all six recommendations. We concur with 

PBGC’s proposed corrective actions for 5 of the 6 recommendations. For 

recommendation 2, we will work with PBGC to reach a management 

decision on the recommendation through the audit resolution process. 

We commend PBGC on agreeing with our recommendations and working 

to protect taxpayer dollars. We do encourage PBGC management to 

complete the recommendations as soon as possible, given the short 

lifetime of the application and payment process for the program. Since 

PBGC is dependent on OMB review and approval, we suggest PBGC 

leverage OMB expedited review as detailed in OMB memorandum M-21-

24, Promoting Public Trust in the Federal Government and Effective 

Policy Implementation through Interagency Review and Coordination of 

the American Rescue Plan Act, dated April 26, 2021. 

For more information, visit www.oig.pbgc.gov. 

https://oig.pbgc.gov/


 

   

 

 

                           

  

 

 
   

   
 
   
   
 

  
    
 

   
   

 

   

  

  

    

  

   

 

  
  
             
             
             
  
            
            
              
            
 
 
 
 

Digita lly signed by 
~ BROOKE HOLMES 

Date: 2023.03.21 
12:56:17 -04'00' 

Office of Inspector General 

March 22, 2023 

MEMORANDUM 

TO: John Hanley 
Chief of Negotiations and Restructuring 

Patricia Kelly 
Chief Financial Officer 

FROM: Brooke Holmes 
Deputy Inspector General 

SUBJECT: PBGC Should Exclude Deceased Terminated Vested Participants from 
Special Financial Assistance Calculations (Report No. EVAL-2023-05) 

We are pleased to provide you with the above-referenced final report. We appreciate 

the cooperation you and your staff extended to the OIG during this project. We thank 

you for your receptiveness to our recommendations and your commitment to reducing 

risk and improving the effectiveness and efficiency of PBGC programs and operations. 

This report contains public information and will be posted in its entirety on our website 

and provided to the Board and Congress in accordance with the Inspector General Act. 

cc: Frank Pace, Director, Corporate Controls and Reviews Department 
Kristin Chapman, Chief of Staff 
Karen Morris, General Counsel, Office of General Counsel 
David Foley, Chief, Office of Benefits Administration 
Latreece Wade, Risk Management Officer 
Department of Labor Board staff 
Department of Treasury Board staff 
Department of Commerce Board staff 
House committee staff (Education and Workforce, Ways and Means, HOAC) 
Senate committee staff (HELP, Finance, HSGAC) 

445 12th Street, SW, Washington, DC 20024-2101 |  (202) 326-4030  |  oig.pbgc.gov 

https://oig.pbgc.gov
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Background 

Established by the Employee Retirement Income Security Act of 1974 (ERISA), the 

Pension Benefit Guaranty Corporation (PBGC or Corporation) insures the pension 

benefits of workers and retirees in private sector defined benefit pension plans. PBGC’s 

mission is to enhance retirement security by preserving plans and protecting 

pensioners’ benefits. The Corporation guarantees payment, up to the legal limits, of the 

pension benefits earned by over 33 million American workers, retirees, and 

beneficiaries in single-employer and multiemployer plans. PBGC pays guaranteed 

benefits directly to retirees and beneficiaries in failed single-employer plans and 

provides financial assistance to insolvent multiemployer plans to allow them to pay 

guaranteed benefits to retirees and beneficiaries. 

PBGC’s Special Financial Assistance Program 

On March 11, 2021, President Biden signed the American Rescue Plan Act of 2021 

(ARP). ARP authorizes PBGC to provide special financial assistance (SFA) to help save 

severely underfunded multiemployer plans and to potentially enable over three million 

participants and beneficiaries to receive their pension benefits, ultimately providing an 

estimated $82.3 billion in SFA to eligible plans.1 For this reason, PBGC launched the 

SFA Program under the Interim Final Rule published in July 2021. This rule added to 

the PBGC’s regulations a new part, which implements ARP’s new section 4262, added 

to ERISA. SFA will not only protect the pension benefits of workers and retirees, it will 

also prevent, as previously projected, the PBGC’s multiemployer insurance program 

from becoming insolvent in 2026. 

Under ARP, PBGC will receive appropriated funds to disburse SFA to multiemployer 

plans that meet certain criteria. Unlike traditional financial assistance, under section 

4261 of ERISA, wherein PBGC provides financial assistance to multiemployer plans in 

the form of a loan, SFA will be provided via a transfer (passthrough of funds) from 

Treasury with no obligation of repayment. SFA is not intended to fully fund eligible 

plans. Rather, under ARP, eligible plans are entitled to receive an amount “sufficient to 
pay all benefits” for the next 30 plan years. 

In addition to the instructions issued in the Interim Final Rule, PBGC provided guidance 

to multiemployer plans through templates and SFA assumption guidance on how to 

prepare and file the required SFA application. PBGC has begun providing SFA to 

multiemployer plans it approved as eligible under the provisions of ARP and PBGC’s 

1 As of July 2022, PBGC estimates the SFA program to be valued at $82.3 billion. 

2 



 

   

   

    

    

   

 

 

 

 

     

  

    

     

  

   

  

 

 

 

     
 

   
   

 

   
     

    
     

 

Interim Final Rule. As of July 6, 2022, under the Interim Final Rule, PBGC has approved 

over $6.7 billion in SFA to plans that cover over 127,000 workers and retirees. 

The Final Rule was signed on July 6, 2022, and became effective August 8, 2022. The 

Final Rule contains significant changes in the determination of the SFA amount, 

permissible investments for SFA assets and has updated the conditions and 

requirements of SFA applications. PBGC also updated the instructions, templates and 

guidance for the Final Rule. 

Types of Plan Participants 

Multiemployer pension plans are made up of several types of participants. (See Figure 

1). A plan participant is an employee of an employer who is (or was) obligated to make 

contributions to a multiemployer pension plan and receives benefit payments from the 

plan. Generally, a plan participant is classified as a working or retired person receiving 

distributions from a plan, or a beneficiary of a deceased participant. Plan level benefits 

can be broken down by participant type, e.g., active, terminated vested, and retired 

participants and beneficiaries. Our report focuses primarily on the population of 

terminated vested participants (TVs) in five multiemployer pension plans. 

Figure 1. Multiemployer Plan Participant Types 

Active Participants. In a defined benefit plan, an 
individual is an active participant if an employer is 
contributing or is required to contribute to the plan 
an amount based on that individual’s service. 

Retirees and Beneficiaries. Pension plan 
participants who have begun collecting benefits or 
persons designated by pension plan participants 
to receive some or all of the participant’s pension 
benefits upon the participant’s death. 
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Terminated Vested Participants. Generally, a 
former employee who worked long enough to earn 
vested benefits in a pension plan, but who left the 
company participating in the plan and is not yet 
receiving a retirement benefit. 

Source: Glossary | Pension Benefit Guaranty Corporation (pbgc.gov) 

Overview of the Development of the SFA Request Amount 

For a multiemployer plan requesting SFA, the plan administrator provides the plan’s 

participant records to the actuary who develops the plan’s projection of future benefit 

payments as a portion of the SFA calculation. The actuary uses a series of assumptions 

and the plan’s census data to develop the SFA amount. The Interim Final Rule requires: 

Participant census data must be as of the first day of the plan year in which 

the plan’s initial application is filed, or, if the date on which the plan’s initial 

application is filed is less than 270 days after the beginning of the current 

plan year and the actuarial valuation for the current plan year is not 

complete, the projections may instead be based on the participant census 

data as of the first day of the plan year preceding the year in which the 

plan’s initial application is filed. 

Actuaries include a certification with each SFA application related to the quality of the 

data used. For example, in the applications we reviewed one actuary noted they do “not 

audit the data provided. The accuracy and comprehensiveness of the data is the 

responsibility of those supplying the data. To the extent we can, however, … [we] 

review the data for reasonableness and consistency.” 

If during the development of the SFA application, a plan does not change the 

associated assumptions for the terminated vested population, PBGC will consider the 

assumptions reasonable, and a limited review of the assumptions is performed. The 

Interim Final Rule states: 

Accordingly, PBGC expects to give far less intensive scrutiny to “original” 
assumptions than to changed assumptions. 

PBGC is to accept actuarial assumptions incorporated in a plan’s 

certification of plan status completed before 2021 for purposes of 

eligibility under § 4262.3(d)(1) unless PBGC determines that such 
assumptions are “clearly erroneous.” For all other purposes, PBGC will 

4 

https://www.pbgc.gov/glossary


 

      

 

 

  

 

     

  

 

      

     

   

 

 

  

 

  

        

 

  

 

 

 

 

  

accept the assumptions used unless PBGC determines that they are 

unreasonable. 

However, if the plan changes its assumptions to include participants previously 

excluded from the measurement of plan liabilities (exclusion assumption), PBGC 

requires the plan to provide the following items: 

(a) a listing of the participants whose benefits were excluded from the 
measurement of liabilities and would be included in the determination 
of the amount of SFA, 

(b) a description of the efforts to locate such participants, 
(c) the plan policies and procedures regarding identifying and locating 

missing participants, and 
(d) details of a recent death audit indicating that there is no readily 

available information to the effect that any such participants had 
passed away as of the SFA measurement date. 

For plans that changed the exclusion assumption to include previously excluded 

participants in the SFA calculations, PBGC also requires participants who are older than 

age 85 to be excluded from the SFA calculation unless the plan can provide an 

experience study that demonstrates it is reasonable to assume that these participants 

will eventually apply for benefits. 

Objective 

Our objective was to determine whether PBGC has taken reasonable steps to ensure 

that deceased terminated vested participants were not included in the determination of 

the SFA amount. 
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Evaluation Results 

Summary 

PBGC approved SFA applications that may have included deceased participants in the 

terminated vested (TVs) populations, resulting in an overpayment of SFA funds. PBGC 

did not consider available information, such as results of a death audit performed by the 

Multiemployer Program Division (MEPD), in its review of applications. In addition, for 

plans with changed exclusion assumptions, additional requirements were not sufficient 

to identify deceased TVs in the applications and reduce the associated SFA amounts. 

As a result, we estimate approximately $6 million in possible improper payments (IPs) 

for four of the five plans reviewed (See Figure 2). Although PBGC has recently made 

progress to reduce the risk of improper payments by requiring a death match report 

(under the Final Rule), it did not add affirmative requirements that would ensure 

deceased participants are excluded from SFA applications. As a result, PBGC could 

continue making overpayments for SFA to multiemployer plans. 

Finding 1: Multiemployer Plans Submitted SFA Applications That 
Included Deceased Participants 

An improper payment is defined by statute as any payment that should not have been 

made or that was made in an incorrect amount (including overpayments and 

underpayments) under statutory, contractual, administrative, or other legally applicable 

requirements.2 Since the beginning of the pandemic, the Government Accountability 

Office (GAO) has made several recommendations to Congress related to improper 

payments and payment integrity, in part due to the speed with which these funds were 

disbursed, which increases the risk of fraud and improper payments. (See Excerpt 1 

below.) 

2 31 U.S.C. § 3351(4). 

6 



 

  

   

 

 

  

  

      

   

   

  

 

 
       
    

      
     
  

    
      

hllghts of GAO-22-105397 Continued 

Payment Integrity: COVID-19 Spending 

The Payment Integrity Information Act of 2019 defines improper payments as any payment that should not have been 
made or that was made in an incorrect amount (including overpayments and underpayments) under statutory, contractual, 
administrative, or other legally applicable requirements. Improper payments are a pervasive and growing problem in 
regular programs across the federa l government They also have been a significant concern in pandemic spending, 
especially among the largest programs such as unemployment insurance. 

Under guidance from the Office of Management and Budget (0MB), agencies are to complete a risk assessment to 
determine a new program's susceptibility to significant improper payments after the first 12 months of program operations 
and, if susceptible, develop corrective actions and report on improper payments the following fiscal year. This means that 
improper payment information for new COVID-19 programs may not be reported until November 2022. By that time, 
agencies may have disbursed most or even al l COVID-19 funds before assessing risk or developing corrective actions to 
address potential improper payment issues. 

GAO therefore suggested in its November 2020 report that Congress consider in any future legislation appropriating 
COVID-19 relief funds designating all executive agency programs and activities making more than $100 million in 
payments from COVID-19 relief funds as •susceptible to significant improper payment." 

GAO continues to believe that expeditiously estimating and reporting improper payments and developing corrective 
actions to reduce such payments is critical to agency accountability, particularly for new programs that receive large 
outlays in a given year. GAO reiterates the November 2020 matter, as well as a matter GAO made in a March 2022 
testimony suggesting that Congress consider amending the Payment Integrity Information Act of 2019 to 
designate all new executive agency programs-such as those created specifically to respond to the COVID-19 
pandemic-making more than $100 million annually in payments as " susceptible to significant improper 
payments" for their initial years of operation. 

GAO also recommends that 0MB require agencies to certify the reliability of submitted improper payment data. 
0MB neither agreed nor disagreed with this recommendation. 

Excerpt 1: GAO Report, COVID-19: Current and Future Federal Preparedness Requires Fixes to 

Improve Health Data and Address Improper Payments, published April 2022 

Source: https://www.gao.gov/assets/gao-22-105397.pdf 

The Standards for Internal Control in the Federal Government requires management to 

consider the potential for fraud when identifying, analyzing, and responding to risks, and 
3 4 5to consider other forms of misconduct such as waste and abuse. 

Terminated Vested Populations Included Deceased Participants 

We judgmentally selected five plans that applied for SFA for our review. Each of the five 

plans became insolvent prior to submitting their SFA application and were receiving 

traditional financial assistance from PBGC. As part of their traditional financial 

assistance application, the plans submitted census data to PBGC and all five plans 

3 The Standards for Internal Control in the Federal Government 8.01 and 8.03. 
4 Waste is the act of using or expending resources carelessly, extravagantly, or to no purpose[.] … 
[W]aste relates primarily to mismanagement, inappropriate actions, and inadequate oversight. 
(Government Auditing Standards 6.21). 

5 Abuse involves behavior that is deficient or improper when compared with behavior that a prudent 
person would consider reasonable and necessary operational practice given the facts and 
circumstances. (The Standards for Internal Control in the Federal Government 8.03). 
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included 

deceased 

participants in 

their data. With 

the close 

proximities 

between the 

date of the 

census data 

provided to 

PBGC and the 

census data 

used to 

determine the 

amount of SFA, 

we suspected 

deceased 

participants 

were included 

in the SFA 

calculations for 

all five plans.6 

We compared 

the participant census data found in PBGC’s records for all five plans to the Social 

Security Administration’s Death Master file. As of the draft report date, four (plans B, C, 

D and E in Figure 2) of the five applications have been approved and one (plan A in 

Figure 2) was withdrawn, revised, re-submitted and withdrawn again. If we excluded this 

withdrawn application, we found 122 deceased TVs, or an average of around 2.6 
7percent of the TV population by plan, were possibly included in the SFA calculations. 

(Figure 2 below depicts the total plan participants, total number of TVs, and deceased 

Death Match in PBGC’s Traditional Financial Assistance 

When a plan becomes insolvent and can no longer cover plan 

benefits and administration costs, PBGC will provide financial 

assistance in the form of a loan. When a plan requires a loan, 

they submit a request for traditional financial assistance with all 

the necessary supporting documents, including the full census 

data, to PBGC’s MEPD. 

Plans are required to ensure that deceased retirees and 

beneficiaries are excluded from benefit payments. During the 

financial assistance request process, PBGC routinely performs a 

death match to ensure deceased participants do not receive 

benefits payments. 

For a multiemployer plan’s financial reporting, when projecting 

their plan liabilities, the quality of the data relies solely on the 

established practice of the plan administrator. For traditional 

financial assistance, the Terminated Vested Participants are not 

yet in pay status, so the accuracy of the terminated vested 

census data is not always as up to date as data for participants in 

pay. 

6 PBGC does not require the plans that have fewer than 350,000 participants to provide census data used 
for their SFA applications. In order to perform meaningful analysis, we selected plans that submitted 
census data that are reasonably close to the census data used for their SFA applications. See the 
methodology section for additional details. 
7 When we selected our sample, we did not know when the applications would be approved. In the end, 
as of our draft report issuance, one of the five plans in our sample has withdrawn its application. We 
include this withdrawn application in our discussion because during the application review process, we 
alerted PBGC of our observations about the deceased participants in this plan. If this withdrawn 
application was included, we would have found 274 deceased TVs, or an average of 4 percent of the TV 
population by plan were possibly included in the SFA calculations, resulting in an estimate of some $8.1 
million in possible SFA overpayments. 
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n C: $0.2 million 

~ A overstatement I 

Plan D: $0.5 million 
SFA overstatement 

Plan A: $2.1 million 

Plan B: $4.3 million ] 
SFA overstatement 

Plan E: $1.0 million 

TVs.) Based on our review, we estimate approximately $6 million in possible SFA 

overpayments to these plans.8 

Figure 2: OIG Sampled Plans’ Population Breakdowns 

Source: OIG Analysis of PBGC’s TeamConnect Files for Plans A-E 

For the five plans in our sample: 

✓ Each plan became insolvent and began receiving regular financial assistance 

under Section 4261 of ERISA to pay guaranteed benefits and reasonable 

administrative expenses. 

✓ Each plan submitted a census report to MEPD prior to receiving any Section 

4261 financial assistance. This census report included information such as 

8 In addition to the terminated vested counts, the SFA overstatements are estimated based on the 
terminated vested liabilities provided in the SFA applications and rely on several other assumptions, 
including the probability of marriage, the benefit conversion factor and an age adjustment factor. 
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names, social security numbers  (SSNs), dates of birth  (DOBs),  and  participant 

status such  as retiree  or deferred vested.  

✓ Each  plan, subsequent to receiving Section 4261  financial assistance, applied  for 

SFA under ARP.  

For two of  

the five plans

(A and B) 

reviewed, as 

part of  

MEPD’s 

practices on  

insolvent  

plans, PBGC

had  already  

performed  a  

death  match  

on the full  

census data  

and 

identified  

deceased  

participants.  

This 

information  

was not  

noted or 

used  during  

the SFA  

Summary of Sample  Plan A  

The plan’s total population  had  about 3,000  participants with  

approximately 1,700 terminated vested participants. We reviewed  

MEPD’s death audit and identified  152 deceased TVs with date  of 

death prior to 1/1/2021  (the census data used for SFA  application).  

This plan  had not been excluding any participants from its actuarial 

valuation and  PBGC had no procedure in  place to  ask the  plan  to run  

a death match  under the Interim Final Rule. Our analysis leads us to  

suspect that all  152  deceased participants were included in  the SFA 

application, resulted in  overstating the  SFA amount by approximately 

$2.1 million. Our office alerted  PBGC of our observations about the  

deceased  participants in this plan.  

If a  plan  administrator has not recently validated participant records, 

the  administrator may inadvertently provide to the  plan actuary records 

of terminated vested participants who  are deceased. Consequently, in  

computing the SFA amount to request, the  plan actuary will be valuing  

future benefit payments for up to 30 years of individuals who will never 

apply because they are deceased. If this happens, a  portion of the  

taxpayer funds that PBGC pays to the  plan will exceed the amount to  

which the plan has a right to receive under the law.  

application review, and the OIG did not identify material changes to the TV participant 

data used for the SFA estimate. As such, the OIG relied on the death match work 

documented in PBGC’s files for these two plans. 

For the remaining three plans, the OIG performed our own death match of the census 

data. 

Populations Served by PBGC and Increased Risks Due to Pandemic 

As programs which often serve an older population, PBGC’s single-employer and 

multiemployer programs routinely check for deceased participants. (For additional 

information on Death Match in Traditional Financial Assistance, see p. 8.) However, 

10 



 

  

 

    

     

  

 

  

  

 

 

      

 

      

        

     

      

      

  

      

      

  

  

    

   

   

   

   

    

   

   

 

  

 

 
      

when PBGC developed the Interim Final Rule for SFA, the handling of deceased 

participants did not rise to inclusion. Although PBGC required additional steps if a plan 

changed the exclusion assumption, the mitigating steps were limited. The Final Rule 

attempted to address this deficiency by requiring a death match report, but the Final 

Rule lacks affirmative assurance that all deceased participants are excluded from the 

SFA applications. 

The development of the SFA amount is a complicated projection; however, PBGC has a 

responsibility to be a good steward of taxpayer funds. As such, when verifiable and 

corroborating evidence is available, PBGC should incorporate it into the SFA review 

process. The Standards for Internal Control require: 

Management should use quality information to achieve the entity’s 

objectives. 

Management obtains relevant data from reliable internal and external 

sources in a timely manner based on the identified information 

requirements. Relevant data have a logical connection with, or bearing 

upon, the identified information requirements. Reliable internal and external 

sources provide data that are reasonably free from error and bias and 

faithfully represent what they purport to represent. Management evaluates 

both internal and external sources of data for reliability. Sources of data can 

be operational, financial, or compliance related. Management obtains data 

on a timely basis so that they can be used for effective monitoring. 9 

For the five plans we reviewed, we found deceased participants within the data sets 

provided by the plans within their request for traditional financial assistance due to 

insolvency. PBGC reviewed and approved the SFA applications without corroborating 

available information, which resulted in deceased participants possibly being included in 

the data used for the SFA application. 

The timing of the SFA program, in the midst of a pandemic − when death rates 

accelerated for many population groups, but in particular for the elderly population often 

served by pension benefits − increased the risk of deceased participants being included 

in projections. We found deceased participants in the TV populations for all five plans 

we judgmentally selected. To limit waste, reduce improper payments, and to ensure the 

best use of taxpayer funds, PBGC should take steps to minimize the risk of deceased 

participants inclusion in the projections that develop the SFA amount. 

9 The Standards for Internal Control in the Federal Government 13.01 and 13.04. 
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PBGC has not yet performed an improper payment risk assessment of the SFA 

program because PBGC considers the SFA program a part of the multiemployer 

program. With the use of taxpayer funds in the SFA program and potential for fraud or 

waste, PBGC’s reputational risk has increased. In M-21-19, Office of Management and 

Budget (OMB) establishes the following related to off-cycle improper payments (IP) risk 

assessments: 

If a program that is on a three-year IP risk assessment cycle experiences 

a significant change in legislation and/or a significant increase in its funding 

level, agencies may need to reassess the program’s risk susceptibility 

during the next annual cycle, even if it is less than three years from the last 

IP risk assessment. Examples of events that may trigger an off-cycle risk 

assessment include but are not limited to, national disasters, national 

emergencies, or a change to program structure that increases payment 

integrity risk. The agency will determine whether the factor is significant 

enough to cause the program to become likely to make IPs and UPs 

[unknown payments] that would collectively be above the statutory 

threshold. 

Based on the SFA program impact on the multiemployer program, the OMB guidance 

encourages agencies to perform an off-cycle risk assessment to determine the 

susceptibility of the program to improper payments. 

By identifying the high likelihood of deceased participants in plans’ SFA estimations 

approved and paid by PBGC, PBGC is at risk with their current procedures to continue 

to include deceased participants in SFA payments. Given PBGC’s handling of deceased 

participants in other programs, SFA should have additional procedures to ensure plans 

are using the most reliable information in their 30-year projections. For insolvent plans, 

where PBGC already houses a large amount of plan historical knowledge, PBGC 

should rely on some of this data to verify the reasonableness of the SFA calculations to 

reduce the risk of improper payments and waste of government funds. 

Recommendations 

We recommend the Office of Negotiations and Restructuring: 

1. Update the review procedures for insolvent plans who apply for SFA and 

determine where corroborating information could be used to determine if 

deceased participants are included in the SFA calculations. 
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2. For SFA applications that were approved under the Interim Final Rule, PBGC 

should implement procedures to verify SFA payments did not include questioned 

cost for deceased individuals and recover overpayments (Appendix IV). 10 

We also recommend the Office of the Chief Financial Officer: 

3. Review OMB guidance for Improper Payments and take steps that may be 

necessary to ensure proper reporting and monitoring of SFA payments, including 

an off-cycle risk assessment. 

Finding 2: Final Rule Increases Controls but Requires More Guidance 

PBGC established key controls for the SFA program as part of its internal control 

framework. The key control SFA/NRAD-1 states: 

For all SFA applications that are accepted by MEPD’s Triage Team, 

Negotiations & Restructuring Actuarial Department (NRAD) Actuary will 

review each application (in accordance with NRAD procedures) for 

completeness, confirm SFA eligibility, assess the reasonableness of 

assumptions used, and assess the accuracy of the amount of SFA 

requested. 

According to the key control, a business risk arises from a lack of review of SFA 

applications in accordance with procedures that could lead to an inaccurate SFA 

payment or an arbitrary and inconsistent review determination process. 

Although the PBGC, as required, expeditiously developed the Interim Final Rule along 

with implementing guidance for the SFA program, additional vigilance must be taken 

with the issuance of the Final Rule and internal guidance (i.e., procedures). 

After the OIG had substantially completed its field work for this evaluation, PBGC issued 

a Final Rule that changed the guidance established under the Interim Final Rule. These 

changes included: new investment restrictions, changes to withdrawal liability 

computations and modification of SFA calculations to allow for two interest rate 

assumptions (one for SFA assets and one for non-SFA assets). 

Relating to our review of terminated vested populations, the Final Rule now requires 

that an SFA application include documentation that a death audit be completed no 

earlier than one year before the plan’s SFA measurement date to identify deceased 

participants. The measurement date is the last day of the calendar quarter immediately 

10 While preparing the report for publication, we changed “funds put to better use” to “questioned cost” to 
more accurately reflect the nature of the monetary benefit. 

13 



 

  

    

    

  

 

     

 

   

  

    

 

  

    

  

    

 

 

     

  

 

 

  

     

     

 

 

  

  

 

    

  

    

  

preceding the date the plan’s application was filed. PBGC indicated that this 

documentation is to include the name of the service provider conducting the audit, and a 

copy of the results of the audit that the service provider gave to the plan administrator. 

Still, PBGC has not provided to the plans guidance on how the death audit may impact 

plans’ SFA estimate and how the plans should handle the deceased participants 

identified in the death audit. For example, during our review of the newly published 

instructions and templates, we noticed that the death match report requirement is not 

included in the Supplemented Checklist, which is a PBGC-developed Excel template 

designed for SFA applicants use to identify information submitted in their Supplemented 

Application. Further, PBGC has not updated – and has no timetable to update – 
MEPD’s and NRAD’s procedures that document how its staff is to incorporate the death 

audit information into the review process. 

Although the additional requirements improve PBGC’s controls for the SFA estimate 

and payment amount, more guidance is needed to ensure plans and PBGC staff 

incorporate this information to ensure an accurate amount of SFA is paid and deceased 

participants are not included in the SFA amount. Without additional guidance, the Final 

Rule requirements do not enhance the controls in place and PBGC remains at risk of 

including deceased participants in the SFA payments. Because the SFA is paid through 

Treasury funds, PBGC has an obligation to be good stewards of taxpayer dollars to 

decrease the risk of overpayments in SFA. 

Recommendations 

We recommend the Office of Negotiations and Restructuring: 

4. Update application instructions to include detailed guidance on how deceased 

participants should be handled by plans and supporting information to be 

submitted. 

5. Update MEPD & NRAD procedures to include steps to ensure deceased 

participants are excluded from SFA calculations. 

6. For the changes in requirements from the Interim Rule to the Final Rule, 

determine the impact on plan application guidance or PBGC analysis of SFA 

applications and update or develop the associated guidance. 
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Analysis of PBGC’s Response 

PBGC management responded to our draft report with two sets of formal comments 

(Appendix II). In December 2022, PBGC management fully agreed with 

recommendations 3, 4, and 6 and disagreed with recommendations 1, 2, and 5. In 

March 2023, PBGC management provided additional comments, in which it changed its 

position and agreed with recommendations 1, 2, and 5. Given the revised response 

from PBGC, we have redacted the December 2022 responses to recommendations 1, 

2, and 5 from this final report. 

We commend PBGC on agreeing with our recommendations and working to protect 

taxpayer dollars. We do encourage PBGC management to complete the 

recommendations as soon as possible, given the short lifetime of the application and 

payment process for the program. Since PBGC is dependent on OMB review and 

approval, we suggest PBGC leverage OMB expedited review as detailed in OMB 

memorandum M-21-24, Promoting Public Trust in the Federal Government and 

Effective Policy Implementation through Interagency Review and Coordination of the 

American Rescue Plan Act, dated April 26, 2021. 

Summary of Actions Needed to Close Recommendations 

The following section summarizes the status of our recommendations and the actions 

necessary to close them: 

Recommendation 1 for the Office of Negotiations and Restructuring: 

Update the review procedures for insolvent plans who apply for SFA and determine 

where corroborating information could be used to determine if deceased participants are 

included in the SFA calculations. 

Resolved. PBGC management concurred with the recommendation. The Office of 

Negotiations and Restructuring (ONR) will review and update the procedures for 

insolvent plans that apply for SFA and determine what corroborating information is 

available and could be used to determine if deceased participants are included in the 

SFA calculations. ONR’s goal is to complete the planned actions by 

September 30, 2023. 

Closure of this recommendation will occur when PBGC updates and publishes the 
relevant procedures. 
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Recommendation 2 for the Office of Negotiations and Restructuring: 

For SFA applications that were approved under the Interim Final Rule, PBGC should 

implement procedures to verify SFA payments did not include questioned cost for 

deceased individuals and recover overpayments (Appendix IV).11 

Unresolved. PBGC management concurred with the recommendation. However, we 

consider recommendation 2 unresolved and open. 

PBGC stated it would request additional information from plans approved under the 

Interim Final Rule (IFR) to verify SFA payments did not include amounts that could be 

attributed to deceased individuals. However, prior to collecting such information, PBGC 

stated that it would work through OMB and in collaboration with the Departments of 

Labor and Treasury to determine that collecting the additional information does not 

violate the Paperwork Reduction Act. PBGC did not provide additional information of its 

course of action if OMB determines that collecting this information violates the 

Paperwork Reduction Act, and PBGC did not specifically discuss how to recoup 

overpayments if it found SFA payments included amounts that could be attributed to 

deceased individuals. PBGC’s statement only addresses the first half of our 

recommendation. Furthermore, PBGC did not state whether it agreed with the 

questioned cost identified in this report. 

In accordance with our audit follow-up policy, we will attempt to reach an agreement 

with PBGC management on the unresolved recommendations within 60 days after the 

final date of this report. If we do not reach agreement, OIG will notify the audit follow-up 

official of the disputed issues. 

Resolution of this recommendation will occur when PBGC reviews SFA payments made 

under the IFR to determine if deceased participants were included in the application 

amounts. Additionally, the OIG and PBGC must agree on the value of questioned cost 

related to the SFA applications approved under the IFR. After the review of SFA 

applications, if deceased participants were included, PBGC must determine a recovery 

process for overpayments and recover payments, where required. 

Recommendation 3 for the Chief Financial Officer: 

Review OMB guidance for Improper Payments and take steps that may be necessary to 

ensure proper reporting and monitoring of SFA payments, including an off-cycle risk 

assessment. 

11 While preparing the report for publication, we changed “funds put to better use” to “questioned cost” to 
more accurately reflect the nature of the monetary benefit. 
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Resolved. PBGC management concurred with the recommendation. The Corporate 

Controls and Reviews Department (CCRD) performs improper payment (IP) risk 

assessments in accordance with a rotational schedule wherein each program/activity is 

reviewed at least once every 3 years in compliance with Office of Management and 

Budget guidance (M-21-19). CCRD added the SFA program to its rotational schedule 

last year. Initial SFA payments began in FY 2022. In accordance with M-21-19 guidance 

for newly established programs, an IP risk assessment should be completed after the 

first 12 months of the program. Accordingly, an IP risk assessment will be conducted in 

FY 2023 for this payment stream. CCRD will continue to follow OMB guidance with 

respect to performing off-cycle assessments. CCRD’s goal is to complete the planned 

actions by December 29, 2023. 

Closure of this recommendation will occur when PBGC completes the risk assessment 

for the SFA program. 

Recommendation 4 for the Office of Negotiations and Restructuring: 

Update application instructions to include detailed guidance on how deceased 

participants should be handled by plans and supporting information to be submitted. 

Resolved. Management concurred with this recommendation. ONR agreed that the 

current application instructions were vague about guidance on what to do with the death 

audit. Therefore, ONR is in the process of updating the SFA application instructions to 

include detailed guidance on how deceased participants should be handled by plans. 

ONR’s goal is to complete the planned actions by January 31, 2023, and will inform the 

OIG if the date changes since it is dependent on the date by which PBGC is expected to 

receive OMB’s approval. 

Closure of this recommendation will occur when PBGC updates and publishes the 

application instructions. 

Recommendation 5 for the Office of Negotiations and Restructuring: 

Update MEPD & NRAD procedures to include steps to ensure deceased participants 

are excluded from SFA calculations. 

Resolved. PBGC concurred with the recommendation. PBGC will propose to require 
that applicants provide the census data that was used to complete the death audit. 
Once the census data is obtained, PBGC will perform an independent death search on 
the census file. If any additional deceased participants are identified, PBGC will quantify 
the impact on the amount of SFA requested and take action as needed. ONR’s goal is 
to complete the planned actions by July 31, 2023. 

17 



 

  

 

 

  

  

   

  

  

  

  

      

  

 

   

 

 

  

Closure of this recommendation will occur when PBGC updates and publishes the 

procedures. 

Recommendation 6 for the Office of Negotiations and Restructuring: 

For the changes in requirements from the Interim to the Final Rule, determine the 

impact on plan application guidance or PBGC analysis of SFA applications and update 

or develop the associated guidance. 

Resolved. Management concurred with this recommendation. 

NRAD acknowledges that the Final Rule made numerous changes that impact its SFA 

evaluation process. NRAD has already updated its tools and procedures to account for 

the changes of the Final Rule. In addition, ONR has developed procedures for 

Supplemented Applications and can forward them to the OIG. Last, NRAD’s Template 

Checkers, where the details of the actuarial reviews are stored, has been updated for 

the Final Rule. ONR completed this action on September 23, 2022. 

Closure of this recommendation will occur once PBGC provides the OIG with the 

procedures they developed for Supplemented Applications. 
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Appendix I: Objective, Scope, and 
Methodology 

Objective 

Our objective was to determine whether PBGC has taken reasonable steps to ensure 

that deceased terminated vested participants were not included in the determination of 

the SFA amount. 

Scope 

Our scope was a limited scope evaluation of the terminated vested populations in 

census data submitted by plans in our sample when they applied for financial 

assistance (before their SFA applications). We also reviewed two of MEPD’s death 

audits with respect to the plans’ applications for financial assistance. Due to the 

COVID-19 pandemic and related telework guidance, we performed fieldwork via remote 

access to our facilities at PBGC headquarters in Washington, D.C. from May 2022 

through July 2022. 

Methodology 

We reviewed Federal laws, regulations, and policies related to multiemployer pension 

plans, as well as PBGC policies and procedures for the multiemployer program. Our 

review included tests of controls and compliance with laws and regulations to the extent 

necessary to satisfy the evaluation objective. Because our review was limited, it would 

not necessarily have disclosed all internal control deficiencies that may have existed at 

the time of our evaluation. 

We met with Office of Negotiations & Restructuring (ONR) officials to discuss their 

procedures for handling the terminated vested population in the SFA application 

process. We also interviewed MEPD auditors to learn about their death audit. In 

addition, we interviewed the Director of Participant Services Department (PSD), whose 

office conducted the death search for the MEPD auditors, to understand the PSD 

approach to death search and to learn about the Social Security Death Master File used 

in the search. 

We selected a judgmental sample of five plans and obtained their census data directly 

from ONR’s TeamConnect, the case management system where applications are 

uploaded and maintained. We assessed the reliability of the datasets by comparing the 

total number of participants and the number of TVs to data used for the SFA application 
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and made sure: (1) the datasets included participants’ SSN, last name, and DOB − the 

three factors that constitute a match when we conduct a death search, and (2) duplicate 

SSNs and out of range ages were not present. Under an interagency agreement with 

Social Security Administration (SSA), PBGC received a file every week from SSA with 

deaths reported that week, and the file was appended to the Death Master File in a 

PBGC database. We assessed the completeness of this file by ensuring the number of 

distinct records the file contained was consistent with the number of records published 

in a Social Security Advisory Board report. To achieve our objective, we also compared 

the SSN, last name and DOB of each terminated vested participant in the five plans 

under review to the SSNs, last names and DOBs in the SSA Death Master File to 

identify deceased participants and estimated the overstated SFA amount. 

PBGC does not require the plans to provide census data used for their SFA 

applications. In order to perform meaningful analysis, we judgmentally selected plans 

that had submitted their census data that was reasonably close to the date of the 

census data they used for their SFA applications. In general, the two sets of census 

data are within 12 months of each other except for Plan B, where the census data is 

different by about 17 months. Below is a summary of the two data sets: 

Table 1: Participant Details for Plans A-E 

Plan Date of 
Data 

Submitted 
to PBGC 

Total 
Number of 
Participants 
per Census 

Total 
Number 
of TVs 

per 
Census 

Date of 
Data Used 

for SFA 
Application 

Total 
Number of 
Participants 

per 
Application 

Total 
Number of 

TVs per 
Application 

Percent 
Change of 

TV 
Population 

A 8/12/21 3,220 1,712 1/01/21 3,330 1,789 +4.50% 

B 6/10/21 5,799 1,968 1/01/20 6,182 1,835 -6.76% 

C 5/21/21 1,517 601 7/01/20 1,529 598 -0.50% 

D 2/26/21 2,160 554 4/01/20 2,126 554 0.00% 

E 11/13/20 3,738 928 1/01/20 3,642 926 -0.22% 

Source: OIG analysis of Census Data stored in MEPD’s TeamConnect database. 

Although the census data files are not the data used for the SFA applications, in our 

opinion, the census can be used for our analysis because: (1) the “as of” dates between 
the two data sets are relatively close, (2) the total number of participants are very similar 

and (3) the census data used for the SFA applications are all prior to the data files 

submitted to PBGC. If a death match was performed for SFA application purposes, the 

deceased participants would not have been included in the submission to PBGC or 

would have had an indication of deceased status. 
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We conducted this evaluation in accordance with the Council of the Inspectors General 

on Integrity and Efficiency’s Quality Standards for Inspection and Evaluation. Those 

standards require that we plan and perform the engagement to obtain sufficient and 

appropriate evidence to provide a reasonable basis for our conclusions and 

observations based on our objective. We believe that the evidence obtained here 

provided a reasonable basis for our conclusions and observations based on our 

evaluation objective. 
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Gu ran1y Corpo~ lion • · 

To: Nick Novak 
Inspector General 

From: Jolm HanJey 
. A Chief f ctmg · , o 

Negotiations and Restructuring 

KarenL. Morris 
General CotmseJ 

, ,._...,JO-""' 
JOHN f-lANLEY ..,._,u, ,7 ,..., ,...,.,. 

KAREN 
MORRIS 

D!:;fblt, r gn~ by 
KAo:;e..l llORRJS 
D~~ im.2. 12.09 
17 :2s:22-c: .m 

445 12th St re et SW 

w a.:hingta n, DC 20024-2 rnl 

202-22'9-4000· 
PBGC.gav 

December 9, 2022 

Subj,ect: Response to OIG's Draft Report Evaluation ofTenninated Vested Populations in 
Special Financial Assistance 

Thank you for the opportunity to comment on the Office oflnspector General's (OIG) draft 
report, received October 26, 2022, relating to the evaluation oftenrunated vested populations in 
Special Financial Assistance (SFA.) (Project No. EV-22-167). Your office' s worlc oo. this is 
appreciated. 

PBGC officials met with the representatives from the OIG on October 12, 2022, to disaJSs the 
:findings and recommendations The dialogue was both informative and insightfill. and PBGC 
appreciates the opportunity to respond to the recommendations suggested by the DIG. 

Management concurs with the report s findings that PBGC should en.rure proper reporting and 
monitoring of SF A payments (Finding 1, Recommendation 3). In addition, Management concurs 
that the application instructions need more detailed guidance (Finding 2, Recommendation 4) 
and that PBGC guidance needs to be updated to reflect the terms of the Final FJ.:de (Finding 2, 
Recommendation 6). However, Management does not concur v.rith the remainder of the report's 
:findings and recomm.endations. In the attachment to this memorandum, you will find our specific 
responses to each recommendation included in the report, as well as our planned corrective 
actions and scheduled completion dates where applicable. Addressing these recommendations in 
a timely manner is an important priority for PBGC. Consistent with the fact that Management 
does not concur v.rith Finding 1 Recommendation 2, we believe that no overpayment was made 
to any of the plans that OIG reviewed Indeed, while we note here the $6 milhon figure cited in 
Appendix IV of the report, 1\11.anagement does not believe that any of the funds paid to plans 
approved to receive SF A could have been put to better use. 

cc: Patri.cia Kelly, Chief Financial Officer 
Rossi Marcel.in, Directm, Plan Compl:iance Depll.ltm.ent 
Jim Donofrio Chief egotiating Actuary 
Frank Pace, Director, Corporate Conkols and Reviews Department 
Latreece Wade, Risk Management Officer 
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comments on the specific recommendations in the draft report are as follows: 

1. Update the re,iew procedures for insolrent plans who apply for SF A and detennine 
where corroborating information could be used to determine if deceased participants 
are included in the SFA calculations. (OIG Control Number 2023-05-01) 

PBGC Response: Management does not concur with this reconunendation. 

Scheduled Completion Date: NIA 
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heduled Completion Date: NIA 
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3 . Re,iew O~IB guidance for Improper Payments and takes steps that may be nece-ssary 
to ensure proper reporting and mo1lito1i ng of SFA payments, including an off-cycle- risk 
as-se-«ment. (OIG Control :\°umber 2023-05-03) 

PBGC Response: ~!anage.ment concurs with tbds reconunendation. 

Toe-Co,porate Controls and Reviews Departmen t (CCRD) pelforms improper payment (IP) risk 
assessme.nts in accordance with a rotational schedule where.in each program/ activity is reviewed 
at least once e.ve.ry 3 ye.ars in c.ompliance with Office of Management and Budget guidanc.e. ~!-
21-19). CCRD added the Sf A program to its rotational schedule last year. Initial Sf A payments 
be,gan in FY 2022. In accordance. with M-21-19 guidance for newly established programs, an IP 

risk assessment should be completed after the. firs t 12 mouths of the program. Accordingly, au IP 
risk assessment will be. conducted in FY 2023 for this payment stream. CCRD will continue to 

follow 0MB guidance with respect to pe.rfo1ming off-eye.le assessments. 

Scbe·duled Completion Date: December 29, 2023 

4. Update application insn·uctions to include detailed guidance 011 how decea.sed 
participants should be hand.Jed by pfans and supporting information to be submitted. 
(OIG Conn·ol Number 2023-05-04) 

PBGC Response: ~!anage.ment concurs with tbds reconunendation. 

While the Final Rule. requires that plans filing SFA applications must include a death match 
repo11-, ONR agrees that the current application instmct.ions are vague about guidanc,e on what to 

do w.ith that death audit. ONR is in the process of updating the Sf A application instructions 10 

includ e detailed guidance on how deceased participants should be handled by plans. Toe. dra:fted 
langoage. is as follows but is subject to change. before. becoming published: 

Death AudU. Documentation of a death aud;t to identijj1 deceased participants that was 

c.ompleted on the census data used for SFA purposes, includ;ng identification of the service 
provider co11ductt11g the audit a11d a copy oftlte results of the audit pruvided to the plan 
a·dministrator by the service provider. If any known deaths occurred before the date of the 

c.ensus data used for SFA purposes, provide a statement certijj1ng these deaths were 
reflected for SFA calculah·on pwposes. Deaths that occur after the census date should not be 

reflected. Please see PBGC's SFA ass1m1ptt,,ns guidance for fi,rtlzer details. Jfperso11all1• 
identifiable infon11ah·on is included in this reporl, the filer must redact it before submission 

toPBGC. 

Plea.,;e note that PBGC has guidauc,e in plac.e. addressing c.onditions that will apply in the event 
that a plau dee.ides to change. its assumption for excluding ce.11ain pru1ic.ipants from the pre-2.021 
zone certific.ation to the SFA application that iodude au importaut variation from the ge.ne.rall 
death audit requirement specified above .. As clisc.ussed in detail below, PBGC's guidance. (the 
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AQ posted on https:/m~vw.pb gc.2ov/aro-fa9s on Juue 16, 2022) require applicants who change 
the assumption regarding the e.xclusion of ce.rtain tenninated vested participants to verify that 
there. is no readily available information indica ting that any of the. pa,ticipants added to the SFA 
c.akulatious as a result of the assumption c.hauge are de.ceased. 

Specifically, uuder the. FAQ, if a plan that excluded all or a portion of benefits fc~ certain 
te.rminate.d veste.d pruiicipauts in its pre.-2021 zone ce-1iification proposes a chanse in 
assumptions that !las the effect of including benefits for some or all of tlle previously exc.tuded 
prut icipauts, PBGC will aoc~t such a change provided that benefits for participmts previously 

excluded who are older than age 85 on the SF A measurement date are excluded for purposes of 
determining eligibility for SFA (where applicable) and the ruuount of SF A. 

If a plan proposes a change. in suc.h asS1.llllptious other than the acceptable assum?tiou change 
described above., Ne.gotiatiou., and Restructuring Actuarial Deprutmeut (NRAD) will assess the. 

reasooable.ness of the proposed change. regarding the ind usiou of ce11ain previously excluded 
te.rminate.d veste.d pruiicipauts by assessing the infonnation aud suppo11ing rationale and analysis 

provided by the plan. Tue p lan should provide. experience data that supports that it is reasonable. 
to assume. that the pru1icipants now included for de.te.nnining the. amollllt of SFA (or dete.mlining 

SFA eligibility) will e.ventually apply for benefits. 

Regardless of whe.ther the applicant follows the acc,eptable assumption change or makes a 
change. that requires submission of expe.rience data regarding the incide.nce of partic.ipants 
previously excluded actually applying for benefits, the. SFA application should include the 

following iufonnation: 

o A listillg of the partic.ipants whose bene.fits were exclude.d from the me.asure.me.at of 
1iabili6.es in the most re.cent ac.tuarial valuation who would be ind uded in the 
dPtP.nnin:lt.iou o f t.hP. :'lmonut o f SF A (or for pnrp-o~P.~ of M tPnl1iuing ,-1ig ih i1ity for 

SFA), including relevant data items, 
o A description of the plan•s policies and procedures for toc.ating missing participants 

as well as the specific efforts that the plan has made to locate such participants, and 
o Detaih of a rec,ent death audit (perfo1me.d not earlie.r than one year prior to the SFA 

me.a.sure.me.at date} de.moustrating that the.re i.c; no readily available in:Ormation 
iudica1iug that any such pa11icipants are dec.e.ased as of the SFA measurement date .. 

Srhedul•d Completion Date: Jauua,y 31, 2023 (Date by which 0 MB approval expected; 

PBGCwiU inform O/G if approval occurs soone•.) 
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Update l\lIPD & NRAD procedures to include steps to ensure decease-cl participants 
are excluded from SFA calculations (OIG Control Number 2023-05-05) 

PBGC Response: Management does not concur with this recommendation. 

Scheduled Completion Date: NIA 

6. f or the changes in requfrements from the Inte1im Rule to the final Rule, determine the 
impact on plan application guidanc.e or PBGC analysis of SFA applications and update 
or denlop the associated guidance. (OIG Conn·ol l'iumber 2023-05-06) 

PBGC Response: Management concurs with this recommendation. 

NRAD aclmowledges that the Final Rule made numerous changes that impact its SF A evaluation 
process. NRAD has already updated its tools and procedures to account for the changes of the 
Final Rule. 

The Procedures Guide for Non-Supplemented Applications Filed Under the Final Rule was 
provided to OJG on 9/1512022 (NRAD SFA Review Procedures FR v20220902_clean.pd/). ONR 
has-developed procedures for Supplemented Applications and can forward those to OJG as well. 
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procedurei manu.als are. written to describe. high-level process steps. Tot details of the 
ac.hiarial reviews always have be.e.n and will c.ontinue to be stored within NRA.D's Te.mplate 
Checkers. The. Template. Checkers have been updated for the Final Ru le . Versic<>S of the 
Template Checkers reflecting the Final Rule we,·e. provided to OIG OU 9n on o12. . Likewise, the 

remaining NRAD templates (report, assumptions review, and c.omplete.uess chec.k} have also 
been updated for the Final Rule and were provided to OIG on 9n 3n 022. 

Ill addition to these te.mplates, NRAD acruaries prepare a Scratc.tl Pad with additional act:nariaJ 
analysis that falls outside. the stmcture of the templates, if uec~sary. For applications on which 
analysis is done arouud tenninated vested participants, that analysis is c.ontained with the plan's 
Scratch Pad file. 

Scheduled Completion Date: Septe.mbe,· 23, 2022 
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VA 
PBGC 

To: 

From: 

Pension Benefit 
Guaranty Corporation 

N ick Novak 

Inspector Genernl 

John Hanley _... ._..., .. ,,... "'' Chief of JOH N HANlEY .... ,;,...., • .,..~....., 

Negotiation and Restructuring 

Kai-en L. Morris KARE !MORRIS=-"' ·• 
Genera] Couusei. 'Ollill•X21C,J,14 lll31cm-Oim' 

41~5 12th St reet SW 
Washington, DC 20024-2101 
202-229-4000 

PBGC..~.cw 

~1:u ch 14, 2023 

SnbJect: Follow-up Res ponse to OIG' s D.raft Report Evaluation ofTemunated Vested 
Populat.ioru in Special Financial Assist:mce 

Thank yon for the opportaw.ty to provide additional comments on rue Office of Inspector 

General' s (OIG) draft report, received October 26, 2022, relating to llh.e evaluation oftenninat.ed 

vested populations in Special Finan.cia] A.ssist:an.oe (SFA) (Prnje,ctNo. EV -22- 167). Yom 

office' s willingnes . to engage in disc:wsious in anticipation ofthe audit resolntiou prnres: is 

appreciated. After several internal disc, sious and thooe with your office ·we concur witb 

recommendatioru 1, 2, and 5. We have ontooed our planne,d corrective actions for each :specific 

recommendation on the follov;ring pages . 

Thank yon for the continued dialogue and c.011Siderwg this additionaJ response. Addressing l:he.se 

recommendatioru in a timely mawi.et is an important priority for PBGC. 

cc: Patricia Kelly, Chief Financial Officer 
Ros-.si Marcelin., Direcfor, P]m C<:implimce DepartmeJit 
Jim Donofrio Chief egotialing Actuary 
Frank Pace, Director, Corpor.ate Conn-ob and Reviews Department 
Latreece '.I; ade, Risk Management Offioer 

Appendix III: Agency Response 
(March 2023) 
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c.ollllllents on the spe.cific reco1llllle.ndat.ions in the draft report are as follows: 

1. Update the re,i ew procedures for insoh·ent plans who apply for SFA and determine 
where corroborating information could be used to detennine if deceased participants 
are in cluded in th• SFA calculations. (OIG Co1lh'ol Number 2023-05-01) 

PBGC Response: ~fanage.ment concurs with this reco1llllle.ndat.ion. 

Toe. Office ofNe.gotiations and Restn1eturing (ONR) will review and update the procedw·es for 

insolvent plans that apply for SFA and dete1mine what corroborating information is available 
and could be. used to dete.rmiue ifdec.e.ased participants are iuclude.d iu the SFA calculations. For 
those insolve.nt plans that received SFA unde.r the. Interim Final Rule, please see recommendation 

number 2 below. For the remaining insolve.nt plans that have yet to apply, they would be 
subjected to the same review standards discu.sse.d in deta.il for recommendation 5 be.low. 

Scheduled Completion Date: September 30, 2023 

l . For SFA applications that were apprond under th• Inte1i m F inal Rule, PBGC should 
implement p1'ored,ues to Ye1ify SFA payments did not include a.mounts for deceased 
indhiduals and reroYer o,·erpayments so the funds may be put to b etter use. (OIG 
ContJ•ol Number 2023-05-02) 

PBGC Response: ~fanage.ment concurs with this reco1llllle.ndat.ion. 

PBGC will request additional information from p lans approved under the Interim Final Rule to 
ve,·ify SFA payments did not include. amounts that could be attributed to deceased indi,iduals. 

We will seek to confinn that the census data that the. p lan used in its Interim Final Rule. 

application had been subjected to a death audit. 

Before any information collection, PBGC will work through the. appropriate cbanne.Js, including 
the Office of Management and Budget (0MB) and in consultation with the Departments of 
Labor and Tre.asmy to de.termine that such an iufonnation colle.c.tion would not violate the. 
Pape.rwork Re.duction Act or any othe.r act. 

If the additional iufonnation can be collected, we. will establish proc.edures to review the data 
received and take appropriate action. 

Scheduled Completion Date: September 30, 2023 
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5 . Update l\IEPD & NRAD procedures to include steps to eusm·e deceased participants 
are excluded from SFA cakulation,s (OIG Control '.\°umber 2023-05-05) 

PBGC Re-spouse-: ~!anage.ment concutS with this rec.ommendat.ion. 

PBGC will work. with the appropriate age.ncies, including 0MB to update the SFA filing 
instmct.ions to require this detailed c.e.nsus data for new applic.ations filed as of the effec.tive date .. 

\Vhile we have made exte.nsive adjustme.uts to our applic.ation proc,edures, inst1u.ctions, and 
guidance to re.fle,ct the Final Rule., we agree that further refinement is waffanted. 

Base.d both on discussions with OIG and our experie.nce to date with Final Rule applicatioas, we 
propose to require that applic.ants provide documentation of the. specific participant c.e.nsus data 
file = ·d to conduct the dealh audit 

PBGC previously held the position that analysis of participant census data would me.et the. 
"minimum required" stanck, rd unde,· the Ameiican Rescue Plan Ac.t of 2021 (ARP) only in 
extraordinary circumstances. Specifically, ARP holds that PBGC shall " limit the materials 

required for a spe.c.ial financial assistanc.e. application to the. minimum necessary to make a 
determination ou the application" at ERISA Sec. 4262(c)( l ). PBGC's regulation does not require 

the agency to colllect (unless the applying plan has 350,000 or more pa,t icipants) or perfo,m an 
audit of an applic.ant•s c,ensus data. 

PBGC added lang uage in the. SFA Final Rule. requiiiug that plans filing SFA applications must 
include a death watch repo,t . Section 4262.8 of the Final Rule. adds language not included in the 

Iute.rint Final Rune., spec.ifically requesting ••c1ocume.ntation of a death audit to identify deceased 
partic.ipants that was c.ompleted no e.arlie.r than 1 year before the plan's SF A measureme.nt date." 
ONR agreed that the applic.ation instmctions we.re vague. about guidance on what to do with that 
death audit and adde.d darity to the. application instmc.tions. 

We propose to fwther require, subject to information collection approval from OiVIB, that 
applicants provide the ce.nsus data that was used to c.omple.te the. death audit. Ouc,e the ceu,ros 
data is obtained PBGC will pe,form an independent death search on the c,e.nsus file .. If any 

additional deceased participants are ide.ntified, PBGC will quantify the iiupact on the amount of 
SF A requeste.d and take act.ion as ne.eded. 

Scheduled Completion Date: July 31, 2023 (Date by which 0MB approval expec.ted) 
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Appendix IV: Acronyms 

Acronym Meaning 

ARP American Rescue Plan 

CCRD Corporate Controls and Reviews Department 

DOB Date of Birth 

ERISA Employee Retirement Income Security Act 

GAO Government Accountability Office 

IFR Interim Final Rule 

IPs Improper Payments 

MEPD Multiemployer Program Division 

NRAD Negotiations & Restructuring Actuarial Department 

OIG Office of Inspector General 

OMB Office of Management and Budget 

ONR Office of Negotiations & Restructuring 

PBGC Pension Benefit Guaranty Corporation 

PSD Participant Services Department 

SFA Special Financial Assistance 

SSN Social Security Number 

TVs Terminated Vested Participants 

UPs Unknown Payments 
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Appendix V: Summary of Monetary 
Benefits 

Questioned Cost12 Amount 
Associated 

Recommendation 

Finding 1 – Overpayments to Multiemployer Plans 
due to the Inclusion of Deceased Participants in SFA 
Applications 

$6 
million13 2 

Total monetary impact 
$6 

million 

12 While preparing the report for publication, we changed “funds put to better use” to “questioned cost” to 
more accurately reflect the nature of the monetary benefit. 
13 This estimate only includes four of the five applications that have been approved. One application was 
withdrawn, revised, re-submitted, and withdrawn again. 
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Appendix VI: Staff Acknowledgement 

Staff Acknowledgement Charles Yao, Audit Manager; Tiara Grotte, Auditor-In-

Charge; and Jensen Chan, Actuary, made key 

contributions to this report. 
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Appendix VII: Feedback 

Please send your comments, suggestions, and feedback to OIGFeedback@pbgc.gov 

and include your name, contact information, and the report number. You may also mail 

comments to us: 

Office of Inspector General 

Pension Benefit Guaranty Corporation 

445 12th Street SW 

Washington, DC 20024-2101 

If you want to discuss this report or your comments with a member of the Office of 

Inspector General staff, please contact our office at (202) 326-4030. 
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