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July 2011

To: Active Bargained Participants in an AT&T Pension Plan 

Pension Interest Rates to Change in 2012 

As you may know, Congress passed legislation known as the Pension Protection Act (PPA) in 2006 to foster stability in employee pension plans. Starting in 2012, AT&T will begin phasing in, over four years, interest rates as set forth in the PPA to calculate lump-sum pension amounts. The new rate will begin to phase in according to different schedules during 2012 or 2013, in accordance with collective bargaining agreements. As of 2015, all plans will have fully implemented the PPA rate. 

Participants who choose to take their benefit solely in the form of an annuity will experience no reduction in their benefit based on this change. However, some participants who begin to receive their pension in 2012 or later and choose to take their benefit all, or in part, in the form of a lump sum may experience a reduction in either the lump sum or in the partial annuity portion of their benefit from the level it would have been without the change.   

Use Online Modeling Calculator to Compare How Different Retirement Dates Would Affect Your Pension Benefit

If you are thinking about retiring at some point in the next few years, we encourage you to model how interest rate changes resulting from the PPA could affect your pension benefit. AT&T’s pension administrators have easy-to-use calculators that you can use to individually model your pension benefit. We recommend that you compare several different retirement dates, including those in 2011 and beyond. 

Click here for instructions on how to access your pension modeling calculator. 

Changing Market Interest Rates May Also Impact Lump Sum Distributions
AT&T does not use a fixed interest rate to calculate lump sum pension benefits. Consequently, fluctuations in interest rates will impact pension benefits for employees whose pension formulas use interest rates to calculate lump sum payments. Interest rates and lump sum payments move in opposite directions. When interest rates rise, lump sum payment amounts may decline if that lump sum amount is derived by the higher interest rate.

Some calculators allow you to model interest rates that are higher and lower than current rates. If you’re thinking about taking a lump sum payment and think interest rates might fluctuate, you may wish to model a range of different rates. Also, keep in mind that your actual lump sum amount might be different from the amount provided in the model due to a change in interest rates in the intervening period or other factors such as the actual pay you received or your benefit commencement date. 

Questions?

Click here for Frequently Asked Questions about the PPA and how it impacts pension plan benefits.

Supervisors: Please share this information with employees who don’t regularly use  e-mail.

