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Confirmation Hearing of Dr. Joshua Gotbaum
to be Director of the
Pension Benefit Guaranty Corporation

Mr. Chairman, The Director of the Pension Benefit Guaranty Corporation
is one of the nation’s top retirement security officials. Few realize that the
PBGC is responsible for the backing of pensions for 44 million employees
and retirees who patrticipate in 29,000 private-sector pension plans
throughout the country. Since the creation of the PBGC in 1974, as part of
the Employee Retirement Income Security Act (ERISA), the PBGC has
been the insurance backstop to ensure that thousands of retirees and their
families receive pension payments even though their pension plans are no
longer viable.

However, the PBGC in recent years has been plagued by billions of
dollars worth of deficits. Back in 2006, more than 90 Senators supported
the Pension Protection Act to ensure that companies keep the retirement
promises that they make to their employees. That Act did help to reduce
the PBGC'’s deficit by more than half. Subsequently, the downturn in the
market as well as the PBGC'’s actions to take over 129 underfunded
pension plans last year has caused the deficit to shoot above $22 billion.

The PBGC is a government corporation but it is not backed by the full
faith and credit of the federal government.
Since 2003, the Government Accountability Office (GAO) has placed the
PBGC on its “High Risk” watch list and PBGC'’s placement on this list was
one of the reasons we passed the Pension Protection Act.

Other government sponsored enterprises, mainly Fannie Mae and
Freddie Mac, also were on the GAQO'’s “High Risk” list for many years.
Unfortunately, for Fannie and Freddie the warning signs were not heeded
and today the taxpayer is responsible for them. We cannot afford to have



the taxpayers on the hook and bail out the PBGC.

Back in 2006 with the passage of the Pension Protection Act, we stated
that a taxpayer bailout of the PBGC is not an option and the same holds
true today. Any nominee for the PBGC Director position must be willing to
tackle this deficit to ensure that the PBGC has the monies to cover the
pension payments to the thousands of retirees and families today as well as
many years into the future.

Today, we are here to review the qualifications of Mr. Joshua Gotbaum,
the President’s nominee to fill the critical PBGC Director position. Mr.
Gotbaum has three times before been confirmed by the Senate for positions
within the Departments of Treasury and Defense as well as the Office of
Management and Budget. While at the Office of Management and Budget,
he spent considerable amount of time working with many federal agencies’
Chief Finance Officers and Inspectors General. In recent years, he has
become a “turn around” specialist. He helps troubled companies, and at
times invests in similarly situated companies, to restructure themselves to
get back in the financial black.

In light of the challenges facing the PBGC, both in finding a solution to
pull the PBGC out of the red and in managing the large number of pension
plans taken over in the past year, Mr. Gotbaum’s expertise could be quite
beneficial as the Director of the PBGC. | look forward to hearing from him
about his ideas for the agency as well as his plans for turning the PBGC
back into the black.

Mr. Gotbaum, thank you for your willingness to take on this big
challenge.

Mr. Chairman, thank you for holding this hearing today.
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