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Today’s agenda
• Pension plan basics

• How the pension plan works
• Background/history/context

• Funding challenges
• Changes ahead
• Your resources
• Q&A

Presenter
Presentation Notes
Our pension plan is facing a few challenges, and we’re here today to talk with you about what’s happening and the actions the Trustees and the plan will take to ensure the plan is well-funded and secure for members in the future.Our business agents are on the front line with our members, so we want to make sure you have the information you need to talk with them about coming plan changes and to direct them to information and resources available to them. We also want to equip you to answer their questions—and to make sure we deliver consistent messages about our plan’s challenges and what we are doing.So, let’s get started…
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Pension Plan
Basics

Presenter
Presentation Notes
…with the basics of how our pension plan works in the first place.
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• Provides a set, steady monthly income for life after 
retirement

• Your monthly pension benefit is based on a formula
• Receive your monthly pension benefit for the rest of 

your life
• When you die, your eligible surviving spouse may 

receive a portion of your pension benefit for the rest of 
his or her life

What’s a defined benefit pension plan?

Presenter
Presentation Notes
A defined benefit pension plan provides you with steady, monthly income for life after you retire.The benefit you receive at retirement is based on a formula, and that formula sets your monthly pension payment amount – in other words, it “defines” your benefit.Once you start receiving your monthly pension benefit, you can count on that monthly benefit for the rest of your life.And, if you’re married, then your spouse may receive a portion of your pension benefit for the rest of his or her life.
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Your 
pension 
benefit

Social 
Security

Other 
savings

Your pension is an important source of your retirement income

PAMCAH-UA Local 675 Annuity Plan or IRA

Your retirement income

Presenter
Presentation Notes
Your pension benefit is an important source of income for your retirement.The other components of your retirement income include Social Security and any other savings you might have, like your PAMCAH-UA Local 785 Annuity Plan balance – or an Individual Retirement Account. 
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How your pension benefit is calculated

Benefit 
Unit 

Earned

Benefit 
Unit 

Dollar 
Value

Pension 
Benefit 
Earned

1. Each year, the plan calculates…

x =

2. We add it up for all the years you earned a benefit; this 
equals your monthly pension benefit

Presenter
Presentation Notes
The formula used to calculate your retirement benefit goes like this…We take the benefit units you earn during your plan participation, and multiply those by the dollar value of each benefit unit.Then, we add it all up for the years that you worked, and that equals your monthly pension benefit.We’ll show you an example later.
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How you earn a “benefit unit”
• You earn one benefit unit for each plan credit year in 

which you work 1,600 hours
• Plan credit year = September 1 through August 31
• You may earn fractional benefit units by working at least 

500 hours per plan credit year

Presenter
Presentation Notes
Now let’s define the “benefit unit.”You earn one benefit unit for each plan credit year in which you work at least 1,600 hours. The plan credit year runs from September 1 through August 31.If you don’t work at least 1,600 hours during a plan credit year, you may earn fractional benefit units. You must work at least 500 hours in a plan credit year to earn a fractional unit.
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The dollar value of a benefit unit
• Every year, the Pension Fund’s Board of Trustees sets 

the dollar value for a benefit unit
• Current pension plan rules: benefit unit dollar value 

is $48 (to start)
• Trustees may adjust benefit unit value up from $48 

each year, based on:
• Plan investment performance
• The value of contributions coming into the plan compared 

to the value of benefits earned and paid to members

Presenter
Presentation Notes
So how do we determine the dollar value of a benefit unit?Well, it varies from year to year. Each year, the Pension Fund’s Board of Trustees, working with its financial and benefits advisors, establishes the dollar value for a benefit unit earned during the plan credit year. Under the current plan’s longstanding rules, the starting point for a given year’s benefit unit dollar value is $48.00. The Trustees may adjust the benefit unit value up from $48.00 for a given year, based on a number of factors, including:The financial performance of the plan’s investments, andThe value of the contributions coming into the plan compared to the value of the benefits earned and paid to members. 
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Historical benefit unit dollar values
Benefit Units Earned In This Time Period Benefit Unit 

Dollar Value
Before September 1, 2012 $167

September 1, 2012 through August 31, 2016 $150

September 1, 2016 through August 31, 2017 $130

September 1, 2017 through August 31, 2018 $100

September 1, 2018 through August 31, 2019 $100

Presenter
Presentation Notes
This table shows the plan’s historical benefit unit values.In 2012, the Trustees made the decision to set the benefit unit dollar value for any units earned prior to September 1, 2012 at $167. After that, the dollar value has fluctuated.For the plan credit year that’s just ending soon – September 1, 2018 through August 31, 2019 – the dollar value for a benefit unit earned will be set at $100. And note, if we can keep the plan’s funding level stable and healthy, the Trustees may be able to raise the dollar value going forward OR retroactively, as they did in 2012.
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A sample calculation…

Time Period
Benefit 
Units

Earned

Benefit Unit 
Dollar Value

Monthly Pension 
Benefit Earned

Before September 1, 2012 19 $167 $3,173

September 1, 2012 through August 31, 2016 3 $150 $450

September 1, 2016 through August 31, 2017 1 $130 $130

September 1, 2017 through August 31, 2018 1 $100 $100

September 1, 2018 through August 31, 2019 1 $100 $100

Monthly Pension Benefit at Retirement $3,953

For someone retiring this Fall with 25 years of service

Presenter
Presentation Notes
Now that you have the basics, let’s look at a sample pension benefit calculation, for someone who is retiring this fall with 25 years of service.When you retire, we add the benefit units earned in each time period and multiply them by the applicable dollar value.
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The benefits you earn are yours to 
keep, unless…
• In most cases, once you earn a benefit unit and 

associated dollar value, it goes into the benefit you’re 
entitled to receive at retirement 

• But, if the plan’s funds fall short or the plan runs out of 
money, your benefit may be reduced

Presenter
Presentation Notes
In most cases, once you earn a benefit unit and associated dollar value, it goes into the benefit you’re entitled to receive at retirement But, if the plan’s funds fall short or the plan runs out of money, your benefit may be reduced
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Pension Plan 
Funding Challenges

Presenter
Presentation Notes
Now, we will talk about some of the challenges facing our plan. 
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How your pension benefit is funded
Employer contributions
make up a small part of the 
money available to pay 
benefits

Plan investment returns 
make up most of the money 
available to pay benefits

*Average from 2010 - 2018

Average annual employer contribution per 
journeyman in 2018 was $8,058.00

Presenter
Presentation Notes
Most of the money needed to fund lifetime pension benefits comes from :Investment returns—which you can see here in blue. The Pension Fund is allowed to invest plan contributions (for example, in mutual funds and the stock market), and any positive returns from these investments build up a significant source of the money available to pay pension benefits. This makes our Pension Fund is highly reliant on the stock market’s performance to sustain the plan. Employer contributions—shown here in red—are also a source of income for the plan. These contributions are the amounts Local 675 employers agree to put into the plan as a result of regular collective bargaining agreement negotiations. While employer contributions appear to be disproportionate to investment returns in this pie chart, it’s important to note employers are making significant contributions on members’ behalf. For example, the average annual employer contribution per journeyman in 2018 was $8,058. 
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Employer contributions and          
benefits paid

We rely on investment 
returns to fill the gap!

Employer 
contributions

Diverted 
Contributions

Benefits Paid 
to Members

Presenter
Presentation Notes
Here’s how things have looked over the past 10 years, and you can see that the value of pension benefits earned and paid to members at retirement continues to rise and far exceed employer contributions on your behalf. Employer contributions over the past 10 years are shown here in red. And, in certain years—with employers’ and members’ approval—the plan has also diverted money from union dues, training, and health care to help fund pension benefits. This is shown in gray.The blue line shows dollar value of benefits paid, which far exceeds the contributions coming into the plan. That’s where our investment returns become really important. We rely on this money to fill in the gap between money coming in from contributions and the benefits paid to members. 



7/23/19  |  15

Keeping our plan in “the green”
U.S. federal government:
• Sets pension plan rules
• Measures plan’s funding 

status 
• Three funding “zones” – we 

want to stay “in the green” 
• Our plan is “green” for   

2019 – 2020

Presenter
Presentation Notes
The U.S. federal government keeps close tabs on the funding status of pension plans like ours, and it sets some of the rules for our plan.Every year, it measures our plan’s funding, looking at the ratio of assets (income and money in the bank) to liabilities (the benefits we must pay to members now and in the future). This measure is one indicator of the financial health of our plan.There are three funding zones:Green is good! When a plan is yellow, it is considered in danger of not being able to pay for the benefits earned by membersAnd, when a plan is red, the government requires big changes, including benefit reductions, to improve funding. So, as you might imagine, keeping our fund in the “green” over the long-term is very important. The good news is, our plan will continue to be in the “green” for the 2019-2020 plan year. 
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Critical challenges facing our           
pension plan
• Make appropriate trade-offs to maintain benefit unit 

dollar values higher than $48
• Plan for our members to live longer and make sure the 

plan’s income keeps pace with benefits earned and paid
• Closely watch and manage our investment returns

Presenter
Presentation Notes
But, it’ll be a challenge to stay in “the green,” because we face a few critical challenges. The challenges are listed on this slide, and I’ll go into more detail for each one in just a minute.And know, the Trustees are addressing these challenges head-on now, which will help to secure our plan’s funding for the future. 
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Our challenge: Make appropriate trade-offs to 
maintain higher Benefit Unit Dollar Values

$48 
Benefit Unit 
Dollar Value

$100 
Benefit Unit 
Dollar Value

• Higher Benefit Unit Dollar Values mean 
richer benefits for members

• They also mean increasing expenses for 
the plan

• Plan changes needed to sustain higher 
benefits earned

Presenter
Presentation Notes
Our first challenge is to make sure we set the plan’s benefit unit dollar value at a level we can afford over the long-term.It’s true that a higher benefit unit dollar value provides members with richer benefits. But, they spike the plan’s benefit expense higher and may become difficult to sustain and pay over time.Here’s why. Our plan is designed to support a $48 benefit unit dollar value. It’s what we can comfortably afford over time.But, as I showed you earlier, the benefit unit dollar value has been much higher than $48. It’ll be $100 for the 2018 – 2019 plan year.So, if we want to continue to set higher benefit unit dollar value, we need to consider the trade-offs needed to keep expenses stable. 
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Our challenge: Making sure the plan’s income 
keeps pace with benefits earned

Presenter
Presentation Notes
Our second challenge is to recognize the fact that retirees are living longer, and active members (whose average age is 39) can expect to live longer, too. Since the pension plan pays a lifetime benefit to members, we expect the plan’s benefit liability to members to grow substantially over time.And, many more members are retiring earlier than before. This also adds to the plan’s benefit liability since fewer employer contributions are collected, while increased benefits are paid out over a longer period of time than the plan originally intended.
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Our challenge: Relying on investment returns to 
fund benefits is a big risk we must closely manage

 $(60,000,000)

 $(40,000,000)

 $(20,000,000)

 $-

 $20,000,000

 $40,000,000

 $60,000,000

 $80,000,000

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Plan Investment Return/Income Amount Required to Achieve 7.5%+ Return

Plan Investment Returns 2008 – 2018 

The plan’s investment deficit over       
10 years is -$63,526,475

Presenter
Presentation Notes
Finally, we know that relying on investment earnings to fill the gap between contributions and benefits paid is a huge risk, and relying on the stock market to sustain our pension plan is like gambling in Vegas. The pension plan needs to earn investment returns of at least 7.5% every year just to sustain a $48 Benefit Unit Dollar Value. The red line shows the return we need to achieve each year. But, the plan’s current Benefit Unit Dollar Values are much higher—so that means our returns should actually come in higher than 7.5%!Also, take a look at the blue line. You can also see that our investment returns have fluctuated significantly over the years, and steep declines affect our ability to meet our liability to members over the long-term.For example, we were able to recover from the 2008 – 2009 stock market recession, during which we lost close to $80 million.But, our returns took another big dip from 2013 – 2016, and we’ve recovered somewhat from those losses as well.The bottom line is, to comfortably fund a $48 Benefit Unit Dollar Value, our investments should have delivered over $304M over the past 10 years. But our actual returns came in much lower—at a deficit of over $63M. And again, the Benefit Unit Dollar Values offered to our members are $100 or more. And, with that in mind, we’ll say it again: we likely need long-term returns over 7.5% to sustain that value. That’s why the Trustees keep a very close watch on our investment performance, and is one reason we’ve made plan changes and requested allocations from employers to help improve our plan funding over the past few years. 
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Looking Ahead

Presenter
Presentation Notes
There are no quick fixes to the funding challenges we face, and the Trustees must take action to address our potential funding gap. We’ll talk next about several changes coming to our plan to ensure our plan stays well-funded and secure for the future.
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Looking ahead
• We will strike an appropriate balance between the 

following:
• Reducing and keeping our costs in check
• Increasing the amount of money coming into the plan

• We will also ask employers to increase Annuity fringes 
to boost members retirement savings

Presenter
Presentation Notes
The Trustees are committed to striking an appropriate balance between the following areas:Keeping our costs in check. This will mean implementing several plan changes.  Increasing the amount of money coming into the plan. This may mean moving money from union dues, training, and health care to the pension plan, and asking employers to increase their contribution to the pension plan. We’ll also ask employers to increase Annity fringes to boost members’ retirement savings.Most of these options require approval by Local 675 members and contributing employers alike.
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Plan Changes – September 1, 2019
• Elimination of Disability Pension benefit

• This is a “going forward” change from September 1, 2019
• No change for members currently receiving a disability 

pension
•Those who apply before September 1, 2019, and the Social 
Security Administration deems entitled to a Social Security 
disability benefit prior to September 1, 2019, remain eligible

•As of September 1, 2019, and after, the plan will no longer 
award Disability Pensions

Presenter
Presentation Notes
First, we will eliminate the disability pension benefit going forward, effective September 1, 2019. If you currently receive a disability pension, you are not affected by this change. Those who apply for a disability pension before September 1, 2019, and the Social Security Administration deems entitled to a Social Security disability benefit prior to that date, remain eligible. As of September 1, 2019, and after, the plan will no longer award Disability Pensions 
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Plan Changes – September 1, 2019 
• Reduction to post-retirement death benefits

• We will adjust the formula used to calculate the lump sum 
death benefit 

• The benefit will be calculated at $175 times the number of 
benefit units earned by a member (instead of $350)

• Also, the benefit units included in the calculation cannot 
exceed 35 units

• The maximum lump sum death benefit payment will now 
be $6,125

Presenter
Presentation Notes
The next change is a reduction to members’ post-retirement death benefits. We will adjust the formula used to calculate the lump sum death benefit provided to your beneficiary after your death. The benefit will be calculated at $175 times the number of benefit units earned by a member. Currently, the benefit is calculated at $350 times the benefit units earned.And, the benefit units included in the calculation cannot exceed 35 units. Thus, the maximum lump sum death benefit payment will now be $6,125. 
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Plan Changes – September 1, 2019 
• Reductions to Service Pension early retirement benefits       

(before age 55)
For benefits accrued 
before 9/1/18

There is no change to 
this part of your benefit. 
Your benefit retains its 
current formula and 
value.

For benefits accrued 
between 9/1/18 and 9/1/19

This part of your benefit is 
reduced by 2% for each 
year you are younger than 
age 60

For benefits accrued on 
or after 9/1/19

This part of your benefit 
is reduced by:
• 3% for each year you 

are between age 55 to 
60

PLUS
• An additional 6% for 

each year you are 
younger than age 55

❶ ❷ ❸

Presenter
Presentation Notes
Effective September 1, 2019, if you retire before age 55 and have qualified for a Service Pension— meaning you have earned at least 25 benefit units—your early retirement benefits will be reduced. The reduction amount will depend on the time period in which your benefit was earned and how old you are when you retire. The changes apply only to benefits that were earned on or after September 1, 2018, and only if you retire earlier than age 55. The changes do not apply to benefits earned before this date—which retain the current formula and their value.Here’s how this will work:First, for benefits earned before September 1, 2018, again, there is no change in the benefit formula or value of your benefit.Second, for the benefit earned during the year between September 1, 2018 and September 1, 2019, your pension benefit will be reduced by 2% for each full year that you are younger than age 60 when you retire. Third, for benefits earned on or after September 1, 2019, your pension benefit will be reduced by 3% for each full year that you are between ages 55 to 60 when you retire. In addition, your benefit will be reduced another 6% for each full year that you are younger than age 55 when you retire. 
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Example: Early Retirement Benefit 
Reductions

For benefits accrued 
before 9/1/18

There is no change. Your 
benefit earned before 
9/1/18 retains its current 
formula and value.

For benefits accrued 
between 9/1/18 and 9/1/19

If you retire at age 53, your 
benefit amount earned 
between 9/1/18 – 9/1/19 is 
reduced by 14% (2% x 7 
years)

For benefits accrued on 
or after 9/1/19

If you retire at age 53, 
your benefit amount 
earned on or after 9/1/19 
is reduced by:
• 15% (3% x 5 years)
PLUS
• An additional 12% 

(6% x 2 years)
For a total reduction of 
27%!

❶ ❷ ❸

Presenter
Presentation Notes
Here’s an example of how the benefit reduction for retirements before age 55 will work on or after September 1, 2019.First, remember that there is no change for benefits earned before September 1, 2018. Supposing you earned $1,000, you keep $1,000.Second, assuming you retire at age 53, a reduction will apply for the benefit amount you earned between September 1, 2018 and September 1, 2019. Your benefit is reduced by 2% for each year you are under age 60. In this example, that would equal a 14% reduction. So, supposing you earned $100 in this window, you keep $86.Third, assuming you retire at age 53, a reduction will apply for the benefit amount you earn on or after September 1, 2019. Your benefit is reduced by 3% for each year between age 55 to 60, plus an additional 6% for each year you are under age 55. In this example, that would equal a 27% reduction. So, supposing you earned $1,500 between September 1, 2019 and when you retire at age 53, you’d keep $1,095.
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Changes to Health and Welfare Rate 
Subsidy – January 1, 2020
• Rate subsidy will decrease for retired bargained 

participants younger than age 55
Years of Service Plan Change

30+ years of service Rate subsidy reduced from 60% to 40%

25 – 29 years of service Rate subsidy reduced from 40% to 20%

Presenter
Presentation Notes
In addition to pension plan changes, we will also introduce changes to the health and welfare rate subsidy offered to participants younger than age 55.Here’s how it will work:For retirees less than age 55 years old with 30 or more years of service, the rate subsidy will reduce from 60% to 40%For retirees less than age 55 with 25 – 29 years of service, the rate subsidy will reduce from 40% to 20%This will help to encourage our members to working to age 55—and in doing so, help to keep the growth of our pension plan liability in check.
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Additional Proposed Changes:
Subject to approval by employers and members

• Proposed by the Trustees:
• Additional employer contributions to the pension plan for 

the Step 1 and 2 Apprentices 
• Additional employer contributions to the Annuity Fund
• Contribution reallocations from the Cooperation Fund, 

Training Fund, Vacation & Holiday Operating Fund 
• Union Dues allocated to the pension plan

Presenter
Presentation Notes
Finally to bring in additional contributions for members’ retirement (pension plan and Annuity Fund), the Trustees are proposing ratification of the following changes by employers and members:First, for employers to make additional contributions for the Step 1 and 2 Apprentices to the pension plan.Second, for employers to make additional contributions to the Annuity Fund; this won’t increase pension plan income, however, it will benefit members through their participation in our Annuity benefit.Third,  we are asking for contributions to be diverted to the pension plan from the Cooperation Fund, Training Fund, Vacation & Holiday Operating Fund, and Union Dues. Please note this change does not affect your vacation and holiday benefit payout.Fourth, the union is reducing its operating costs to have the ability to allocate money to the pension plan.Again, these changes are subject to approval by contributing employers and members.
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Your 
Resources



7/23/19  |  29

Your resources
Pension plan website
www.pamcah-ualocal675-pension.com

Infographic Mailer 
to homes

Pension Plan Video Series 
#1: Pension Plan Basics
#2: Pension Plan Challenges
#3: Pension Plan Changes

PowerPoint Training Deck 
Use slides and speaker’s 
notes for your meetings with 
plan members out in the field

Presenter
Presentation Notes
We’ve set up a website for participants to get all the information they need. They can review this presentation, as well as three easy-to-understand explainer videos that review how the pension works, the challenges facing the plan, and the changes we will introduce in the coming month.In addition, we are mailing an infographic-based piece to members’ homes, using graphics and easy-to-understand language to explain what’s happening with the plan. A copy of the mailer is available on the new plan change website.Be sure to take a look at the site at www.pamcah-ualocal675-pension.com. It launches later this week, and the first two videos will be available; the third video and a second infographic mailer explaining the plan changes will be available in late August.If you have questions, contact the Trust Fund Office.
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Questions?
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Thank You!
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