
Your Local Union and Company 

Working Together to Protect Your Pension
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Presentation to Members - Associates



What we will cover

I. Introductions

II. Background on Central States Pension Fund

III. Local Union and Kroger action and tentative agreement on 
pension

IV. International Brotherhood of Teamsters Consolidated 
Pension Fund

V. What it means, why this is right for you – today and in the 
future

VI. Q&A
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Terms you need to know 

Term Definition

Benefit The amount you receive monthly at retirement.

Accrual rate Amount you earn for each month you work. 

Contribution rate Dollars the company pays per employee into your 
pension fund. 

Eligibility Generally, age, years of service required to receive and 
claim a pension benefit.

“Orphans” Employees entitled to pension benefits from Central 
States, but whose employers are no longer making 
contributions on their behalf.

Vesting Period of time required to fully participate in your 
pension benefit. 

PBGC Pension Benefit Guaranty Corporation, a federal 
government entity that insures a portion of employee 
pensions.

Multiemployer fund A pension fund jointly trusteed by employers and the 
Union in which multiple companies participate.

3



Central States Pension Plan

� All participating employer contributions are pooled together in 
Central States Pension Fund.

� Kroger has been contributing to the Fund since 1970. 
� Company contributions support the benefits for: 

� Our retirees 
� Our current associates who will retire in the future 
� Other participants in Central States, to the extent their 

employer has not fully funded their benefits.  This includes 
“orphans” (participants in the Plan who are not and never 
have been Kroger employees)

� 1,500 associates working today at: 
� Memphis Distribution Center 
� Houston Distribution Center 
� Hutchinson and Goddard Distribution Centers 
� Crossroad Farms Dairy (Indianapolis)
� Michigan Dairy
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� On March 31, 2015, the actuary for Central States certified 
that the Plan was “critical and declining status.”

� Central States administrators held a meeting with local 
unions in Chicago on April 8, 2015 and conducted “town hall” 
conference calls with employees and retirees on April 14, 
2015 to explain the extent of the financial problems with the 
Fund and the need for benefit cuts.    

� Letters have been sent to contributing employers and Plan 
participants, which you should have received. It summarizes 
the current financial condition of the Fund and the process 
for benefits cuts enabled by recent legislative reform.

� Teamsters National Bargaining Committee sent a letter to 
you about our tentative agreement. 

Central States is in severe financial difficulty
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� The Fund’s financial problems are deep and need immediate 
attention.  

� By its own estimates, the Fund will run out of money without 
changes in 11 years (2026). 

� Central States said benefit cuts must be considered in order 
for the Fund to remain solvent.  

Central States is in severe financial difficulty
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� Several significant events have caused financial difficulties.

� The stock market crash in 2008 and the great recession that  
followed. 

� Many companies have left the Fund, with many of these 
departing companies having gone out of business.

� While these companies have not fully funded their benefit 
obligations their employees/retirees are or will be receiving 
benefits from the Fund.

How did Central States get in this condition?
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More money going out than coming in
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� Contributions from participating employers – $ 575 

million per year.

� Annual benefit payments to retirees – $ 2.9 billion per 

year.

� Only way to recover is for investments to earn more than 
12 percent a year, which is highly unlikely. 
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Contributions

Benefits

Contributions are about $575 million per year.

Central States pays $2.9 billion in pension benefits per year.



Central States currently has over 3 
retirees for every active employee. *

Current trend and approach is unstainable
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Over $2 billion annual shortfall is 
depleting the Fund.



What does this mean

� Deeply troubled plans, like Central States,  now by law 
(December 2014) can suspend or cut benefits to avoid 
insolvency. That includes benefits you have earned and 
even those currently being paid to retirees. 

� Central States has said it will need to consider benefit cuts 
to keep the Plan solvent.  They have not said to what 
extent cuts will be made, but expect to determine and 
announce this summer. 

� Central States still could become insolvent (run out of 
money to pay benefits) down the road.
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If Central States goes insolvent

� Your pension will be reduced to the level guaranteed by the 
PBGC. 

� The maximum PBGC guarantee for a 30-year participant 
who retires at 65 is $1,072.50 a month  - ($12,870 per year). 

� For a 30-year associate, this could mean a pension cut of 70 
percent.

� Complicating factor – the PBGC is projected to become 
insolvent before Central States does; ultimately benefits 
could be reduced to almost zero. 

Without action by Kroger and Teamsters your 

pension benefit is at serious risk.
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Teamster – Kroger solution 

Teamsters and Kroger have worked together to develop a good 
solution that would protect your pension. It is part of your 
Master Agreement negotiations.   Our joint solution would:

� Transfer associates/members from the Central States 
Pension Plan to a  new multiemployer pension fund 
developed by the company and union.

� Preserve the retirement benefits you have earned to date 
under Central States. They are protected. They will not be 
cut or reduced.

� Provide solid, reliable and stable benefits moving forward 
in the new fund.  

� The new fund is called the International Brotherhood of 

Teamsters Consolidated  Pension Fund. 
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What needs to happen

• Members need to ratify the agreement.

• Central States needs to agree to the transfer.
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Receive the better benefit
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Associates/members who have worked for the company 10 
years or more (as of the transfer date) receive the greater of 
either:

1. The benefit that you would have received from Central 
States at retirement had Kroger remained in Central 
States. 

or

2. The full benefit you  had earned  from Central States on 
the date your benefit is transferred to the new IBT 
Consolidated Pension Fund, plus the benefits you earn 
under the new IBT Consolidated Pension Fund.

(Anyone under 10 years receives option 2)



New benefits formula
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� Percent of annual salary reported on adjusted W2 (including 
pre-tax deductions).

� Retirement at age 62.

Plan years Accrual Rate

1 – 2 0.75%  first 5 years

1 % over 5 years

3 – 5 0.9 % for first 5 years

1.2 % over 5 years

6 – 8 1.05 % first 5 years

1.4 % over 5 years

9 - plus 1.125 % first 5 years

1.5 % over  5 years



New benefits formula
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• If you continue to work after age 62, your pension 
benefit is increased 6 percent each year until age 65

o So that by age 65 our benefit will  be 118 % of 
your benefit at age 62



Examples

We do not know what Central States will do regarding  the 
actual benefit cuts, but here are some examples based on the 
following assumptions:

• Central States reduces Accrued Benefit in 2016 as 
indicated but leaves early retirement subsidies unchanged. 

• Central States cuts benefits by 35 percent.

• Central States rate of pension accrual does not increase 
with increases in contribution rates in 2016 or later.

• Annual salary increases. 
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Example #1

Chris just retired after 35 years of service with a pension of 
$3,000 per month. 
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Pension Scenario Monthly Pension

Central States cuts benefits 35% $1,950

Central States reduces pensions to 
110% of PBGC guarantee

$1,376

IBT Consolidated Pension Fund $ 3,000



Example #2

Pat is age 55 and has 25 years of service. Pat makes $50,000 per 
year and has an accrued pension today from Central States of 
$2,200.
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Pension Scenario At age 62 At age 65

Central States cuts benefits 35% $1,885 $2,145

Central States reduces pensions 
to 110% of PBGC guarantee

$1,258 $1,376

IBT Consolidated Pension  Fund $2,600 $2,900



Example #3

Sam is age 40 and has 10 years of service. Sam makes $40,000 
per year and has an accrued pension today from Central States 
of $1,100.
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Pension Scenario At age 62 At Age 65

Central States cuts benefits 
35%

$2,177 $2,398

Central States reduces
pensions to 110% of PBGC 
guarantee

$1,258 $1,376

IBT Consolidated Pension Fund $2,470 $3,020



Comparison of Plans
(Before benefit suspensions or cuts by Central States) 

Central States IBT Consolidated Pension

Participation 20 weeks of contributions Age 21 and 1 year of service
Credit back to date of hire

Normal retirement
Eligibility

Benefit

Age 65 with 5 years vesting 
service
Accrued monthly pension 
(AMP)

Age 65 with 5 years eligibility 
service
Accrued monthly pension 
(AMP)

Unreduced early retirement
Eligibility

Benefit

Age 62 with 20 years service
AMP

Full benefit payable at age 62 
with 10 years of service; 
additional benefits if work until 
65

Reduced early retirement
Eligibility

Benefit

Age 57 with 5 years service

AMP reduced 6% a year 
from age 62 if 20 years 
service; otherwise reduced 
6% a year from age 65 

Age 55 with 10 years service

AMP reduced 6% a year from 
age 62 
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Comparison of Plans
(Before benefit suspensions or cuts by Central States) 

Central States IBT Consolidated Pension

Disability Pension
Eligibility

Benefit

Under age 62 with 10 years 
service and total and 
permanent disability
$250 until age 65 then AMP

20 years of service and total 
and permanent disability

AMP

Deferred Vested Pension
Eligibility

Benefit

5 years of service (20 weeks 
= 1 year) 
AMP (contribution based) 
reduced 6% a year from 65 
(62 if 20 years service) 

5 years of service

Actuarial equivalent of normal 
retirement pension if < 65

Form of pension Unmarried: life annuity – 60 
months guaranteed
Married: Joint & Survivor with 
pop-up, actuarially equivalent 
to 5 C&C form

Unmarried – Single life annuity
Married: Joint & Survivor 
Annuity actuarially equivalent 
SLA

25



Comparison of Plans
(Before benefit suspensions or cuts by Central States) 

Central States IBT Consolidated Pension

Pre-retirement death 
benefit

One of the following:
� Qualified pre-retirement 

survivor annuity
� 60-month benefit
� $4,000 lump sum

Qualified pre-retirement survivor 
annuity
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The actual terms of the plan will be controlled by IBT/Kroger 
agreement and plan document for IBT Consolidated Pension Plan.



How we came to this solution together

� A joint Teamsters and Kroger subcommittee  was formed 
as part of the Master Agreement negotiations. 

� Subcommittee  studied the situation for nearly a year 
and reviewed multiple options.
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Timing and governance

� Upon ratification of this agreement, we will request from 
Central States a transfer of your Central States benefits to 
the new fund.   

� We will ask for transfer of liabilities from the Central States 
Pension Plan the new IBT Consolidated Fund no later than 
July 1, 2016. 

� You and other associates would begin to earn retirement 
benefits under the new pension fund effective with the 
transfer to the new fund. 

� The new fund will be governed by a board of trustees that 
includes an equal number of Teamsters and employer 
representatives.
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Informing  Central States

� Our intention is to protect your retirement and the 
company’s investment in your pension.

� Teamsters and Kroger recently informed Central States of 
our tentative agreement to exit the Central States Pension 
Fund.  

� Central States’ initial reaction  was not positive. It does not 
want to see any employer exit the Pension Fund, even 
though our approach protects your benefits.  

� We will continue to engage in a dialog with Central States 
as part of our effort to protect Kroger associates and 
retirees without harming the remaining Central States 
participants.
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1. Preserves what you have earned to date at Central States.

2. Ensures a reliable, stable and secure pension for you 
moving forward. 

3. Includes a significant contractual funding commitment 
from Kroger.

4. The company is managing its financial obligations in a 
responsible way for our associates, Central States and our 
company.

International Brotherhood of Teamsters 
Consolidated Fund 
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Sources of information

• Union and company  website www.ibtkrogerpension.com

• Your Local Teamster representatives

• Your facility management 

• Consider visiting Central States special website 
www.cspensionrescue.com
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Questions?
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