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Labor Department Sues Spain Electric to Recover Employee Contributions to Pension and Health Plans

KANSAS CITY – The U.S. Department of Labor has sued Daniel P. Spain, president of the now bankrupt West Des Moines-based Spain Electric, Inc, and fiduciary of the company’s pension and health plans.  The suit, filed Jan. 16, 2003, seeks to recover losses of $34,642 in contributions withheld from employees’ wages that were not forwarded to the plans. 

Spain allegedly caused the pension plan to lose $31,039 by failing to segregate employees’ 401(k) plan withholdings from monies in the company’s general operating fund from March 7 to June 20, 2001.  In addition, from Oct. 1, 2001 to February 2002, $3,602 withheld from paychecks as health plan deductions was not forwarded to pay insurance premiums, causing the insurance company to cancel coverage.

“This action underscores the Department of Labor’s commitment to protect and secure the benefits promised to employees by their employers,” said Gregory Egan, Director of the department’s Kansas City Regional Office of the Pension and Welfare Benefits Administration (PWBA), which investigated the case.

The company pension plan had 52 participants and assets totaling $384,355.07 as of Dec. 31, 2001.  Employees of Ganoe Electric, which Spain and his wife bought in 1997, also are covered by the plans.

The department is seeking to require Spain to restore all contributions plus lost earnings to the plan and to bar him from serving as an official to any plan governed by the Employee Retirement Income Security Act (ERISA). The department also asked the court to appoint an independent trustee to take over the plans and redistribute amounts set off from the Spain’s 401(k) account to other participants of the pension plan.

Employers with similar problems, who are not yet the subject of an investigation by PWBA, may be eligible to participate in the department’s Voluntary Fiduciary Correction Program (VFCP).  Participation in the VFCP requires employers to make workers whole, but allows them to avoid PWBA enforcement actions and civil penalties, as well as any applicable excise taxes.  For more information about the VFCP see www.dol.gov/pwba .

Employers and workers who have questions or concerns regarding their private-sector pension and health plans can contact the PWBA regional office for help at 1-816-426-5131 or PWBA’s toll free number, 1-866-275-7922.
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