INVENTORY OF CONSTRUCTION
INDUSTRY PENSION PLANS

» 2013 EDITION -

A summary and analysis of key trends in plan demographics,
cash flows, investments, funding, costs, and expenses from
2002-2011 for multiemployer defined benefit pension plans in
the construction industry




INVENTORY OF CONSTRUCTION INDUSTRY PENSION PLANS

= 2013 EDITION -

Principal Author Contributing Editor
Jason Russell, F.S.A. John McNerney, General Counsel
Horizon Actuarial Services, LLC Mechanical Contractors Association of America

Special thanks are due to Cary Franklin, Lindey Loftin, Larry Weitzner, and Michelle Wellen of Horizon Actuarial
Services, LLC (Horizon) for their significant contributions in the development of the inventory and the analysis
included in this report. Thanks are also due to Richard J. Sawhill of the ARCA/MCA of Southern California for his
contributions in reviewing the report and providing commentary.

The Mechanical Contractors Association of America, Inc. (MCAA) and Horizon have made every effort to ensure
that this publication is as complete and accurate as possible, but no warranty is implied. The information provided
is on an “as is” basis. The authors of this publication, the MCAA, and Horizon shall not have liability or
responsibility for errors or omissions, nor is any liability assumed for damages resulting from the use of the
information contained herein. The information contained herein should not be construed as legal or actuarial
advice. The reader must consult with legal counsel to determine how laws discussed herein apply to the reader’s
specific circumstances.

© 2013 and 2014 the Mechanical Contractors Association of America, Inc.
and Horizon Actuarial Services, LLC. All rights reserved.

Published: January 2014

The material contained herein is owned by the Mechanical Contractors Association of America, Inc. and Horizon
Actuarial Services, LLC and is protected under the copyright laws of the United States of America (Title 17, United
States Code) as well as the copyright laws of other jurisdictions. The duplication, reproduction, exhibition,
dissemination, or transmission of this publication in any form by any means without the prior written consent of
the MCAA and Horizon is strictly prohibited.

Mechanical Contractors Association of America, Inc. Horizon Actuarial Services, LLC
1385 Piccard Drive 8601 Georgia Avenue, Suite 700
Rockville, MD 20850 Silver Spring, MD 20910
Phone: 301.869.5800 Phone: 240.247.4600

WWW.Mcaa.org www.horizonactuarial.com



http://www.mcaa.org/
http://www.horizonactuarial.com/

Table of Contents

Introduction and Executive Summary

Purpose

Summary
Highlights

MCAA Commentary

Section I: Methodology

Form 5500 Data

Data Quality

NAICS Codes

Plan Years

Focus on Calendar Year Plans
Large, Medium, and Small Plans
Snapshot Distribution Graphs
Quartile Bar Graphs

Section Il: Plans in the Inventory

Plans by Asset Value

Plans by Number of Participants

Plans by Number of Employers

Plans by Trade and Geographic Region

Section Ill: Plan Demographics

Types of Participants
Number of Participants
Participant Ratios
Differences by Plan Size

Section IV: Plan Cash Flows

Types of Cash Flows

Median Cash Flows

Net Cash Flows as a Percentage of Assets
Differences by Plan Size

Section V: Plan Investments

Year-by-Year Returns
Differences by Plan Size
Annualized Returns
Expected Returns

Section VI: Plan Funding

Funded Percentages

Differences by Plan Size

PPA Certification Status

Correcting Funding Shortfalls under PPA
Funding Relief: WRERA 2008

Funding Relief: Pension Relief Act of 2010

Nouusbdbpsrps b

O Voo O

11

11
11
12
13

15

15
15
16
16

18

18
18
20
22

24

24
25
27
27
28

Section VII: Plan Costs

Annual Plan Costs

Cost of Benefit Accruals
Cost of Operating the Plan
Cost of Unfunded Liabilities
Adjustable Benefits
Employer Contributions
Contributions vs. Costs
Differences by Plan Size

Section VIII: Plan Expenses

Investment Fees

Per-Participant Operating Expenses
Total Operating Expenses
Administrative and Other Expenses
Professionals Fees

Appendix A:
Detailed Results by Trade

Trade Classifications

Asset Values by Trade

Number of Participants by Trade
Number of Employers by Trade
Participant Ratios by Trade

Net Cash Flows by Trade

Annualized investment Returns by Trade
Investment Return Assumptions by Trade
Market Value Funded Percentages by Trade

Contributions by Trade
Contributions vs. Costs by Trade

Appendix B:
Plumbers and Pipefitters Plans

Exhibits from the main body of the report,
but for construction industry plans covering

only Plumbers and Pipefitters

Appendix C: Plan Listing

Construction Industry Plans by State
Plan Listing (Attachment)

30

30
31
32
33
34
34
35
36

41

41
43
45
46
47

48

48
49
50
51
52
53
54
55
56
57
58

59

69
69

Version: January 7, 2014

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC



Introduction and Executive Summary

The Mechanical Contractors Association of America,
Inc. (MCAA) and Horizon Actuarial Services, LLC
(Horizon) have partnered to compile this
comprehensive inventory of historical data for
multiemployer pension plans in the construction
industry.

The first edition of the inventory was compiled
during the summer of 2012, and this second edition
was compiled during the summer of 2013. The data
in the inventory are based on publicly available
information from Form 5500 filings.

Purpose

The purpose of this report is to summarize and
analyze key trends in construction industry
multiemployer defined benefit plan demographics,
cash flows, investments, funding, and costs over the
ten-year period from 2002 through 2011. By
analyzing these trends, readers and users of this
report can better understand how construction
industry plans have evolved over the past decade
and where they may be headed in the future.

MCAA and Horizon have developed this inventory,
analysis, and report for the benefit of all
stakeholders acting in the best interest of
maintaining and strengthening multiemployer plans
for plan participants and beneficiaries and
sponsoring employers jointly. It is hoped that the
analysis provided in this report will guide responsible
public officials making legislative and regulatory
judgments affecting these plans, as well as
judgments about these plans made by industry
leaders, sponsoring employers, labor organizations,
plan trustees and administrators, plan professional
advisors, and plan participants.

This report also examines plan investment fees and
operating expenses for construction industry plans.
Plan trustees, administrators and sponsors may find
this section of the report useful as a comparison and
benchmarking tool for their plans as compared with
other plans in their same size category.

In addition to the broad analysis in this report, which
covers all plans in the construction industry, this
report also contains three appendices.

Appendix A includes detailed exhibits that show how
plans covering members of different trades within
the construction industry compare with each other.
The exhibits in Appendix A analyze many of the same
plan characteristics and statistics covered in the
main body of the report.

Appendix B includes separate exhibits for the subset
of multiemployer plans covering members of the
United Association of Plumbers and Pipefitters
(“UA”). These exhibits may be useful as a
comparison tool for trustees of plans covering
Plumbers and Pipefitters.

Appendix C provides a listing of all of the
construction industry plans included in the
inventory. These are listed by state and by city
within each state. There is also a summary showing
the number of plans domiciled in each state along
with the number of participants in those states and
the plan assets of plans in those states.

If you are an employer participating in one or more
of these plans, the information in this listing may
help you (and your accounting firm preparing
audited financial statements) to comply with the
disclosure requirements for multiemployer plans
required by the Financial Accounting Standards
Board (FASB).

Summary

It should come as little surprise that this inventory
shows that the first decade of the 21st Century — the
period from 2002 through 2011 — was turbulent for
construction industry pension plans. Financial
markets have been volatile, and 2008 saw the
biggest stock market collapse since the Great
Depression. Construction work hours and
employment also plummeted as a result of the
financial crisis, compounded by restrictions in
lending for private projects and cutbacks in public
sector investment in building and other
infrastructure projects.

Furthermore, industry demographic trends have
worsened over the period covered by the report, as
the number of active working participants has
steadily declined relative to the numbers of inactive
and retired participants in these plans. This makes it
more and more difficult for plan trustees to correct
any funding shortfalls by looking only to increase
contribution rates for active workers.

When analyzing results separately by plan size, the
report shows that large plans are more efficient at
delivering benefits than smaller plans. Specifically,
large plan investment fees (as a percentage of
assets) and operating expenses (dollars per
participant) tend to be lower as compared with
smaller and medium size plans. Similarly, annualized
investment returns for larger plans are proven
greater than the returns for smaller plans for the
past decade, though smaller plans did outperform
larger plans during 2008 and 2009.

Inventory of Construction Industry Pension Plans = 2013 Edition
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Introduction and Executive Summary

Highlights

The following are highlights from the analysis of the
data in the 2013 edition of the inventory:

Total number of plans: Based on the latest
available Form 5500 data (in most cases, for plan
years ending on or about December 31, 2011),
there were 805 multiemployer defined benefit
pension plans in the construction industry with
asset values greater than zero.

Total asset value and covered participants:
These 805 construction industry plans have total
assets of $193 billion, and they cover 3.9 million
participants and their beneficiaries.

Number of participating employers: More than
half of construction industry plans have fewer
than 50 participating employers. However, there
are some plans with over 1,000 participating
employers.

Maturing plan demographics: Over the past
decade (2002 through 2011) only a few plans
logged increases in the number of participants
who are actively working and having
contributions made on their behalf. In fact, most
plans reported decreases in the number of active
participants. At the same time, most plans
posted increases in the number of participants
who are not currently working under the plan,
including those who have retired and who are
receiving benefits.

Increasingly negative plan cash flows: Similarly,
over the past decade, most plans reflected
greater increases in their cash outflow relative to
cash inflow. The increase in net cash outflow is
due primarily to shifting demographics, with
more and more participants retiring and
beginning to receive benefits. For most plans,
increases in benefit payments have outpaced
increases in contributions (which may have been
adopted to make up for funding shortfalls),
resulting in greater reliance on investment
returns to grow or preserve asset values.

Volatility in plan investments: Investment
returns over the past decade were very volatile
and included the biggest collapse in the financial
markets since the Great Depression. The median
investment return for construction industry plans
for 2008 was -23.0%. The median annualized
return over the ten-year period from January 1,
2002 through December 31, 2011 was 3.94%.

Improving plan funding: Plan trustees have
taken significant action to improve their plans’
funding levels in the wake of the 2008 market
collapse. At the end of 2011, the median funded
percentage was 75.1%. This is a significant
improvement over the median funded
percentage at the end of 2008, which was 67.6%,
still far short of the 86.4% median funded
percentage at the beginning of 2008.

Improving PPA “zone” statuses: Similarly, in
2009 (immediately following the 2008 market
collapse), 38.6% of plans were in the “green
zone” under the Pension Protection Act of 2006
(PPA); the remaining 61.4% of plans were in
endangered status or critical status. For 2011,
the percentage of plans in the green zone
increased to 63.5%, leaving 36.5% of plans in
endangered status (yellow or orange zone) or
critical status (red zone). While investment gains
from 2009 and 2010 were a major factor in this
shift, actions by plan trustees to improve their
plans’ funding levels also were significant.

Greater efficiency among larger plans: Not
surprisingly, larger plans tend to have lower
investment fees as a percentage of assets as
compared with smaller plans. Similarly, larger
plans tend to have lower per-participant
operating expenses than smaller plans. This
demonstrates that larger plans do actually
achieve economies of scale in terms of
investment management and plan operations
and administration.

Differing results by trade: As shown in Appendix
A, there are noticeable differences in certain
results when comparing plans in different trades
within the construction industry. For example,
plans in some trades tend to have more favorable
demographics than plans in other trades.
However, there are no significant differences
between trades in certain other results, such as
investment performance.
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Introduction and Executive Summary

MCAA Commentary

As shown in the 2012 edition of this report, and as
reaffirmed in this 2013 edition, construction
industry multiemployer pension plans have shown
great resilience so far in the 21st Century. They
have weathered two financial market downturns,
ongoing challenging demographics, and an
unprecedented slowdown in the construction
markets and the overall economy.

However, the past decade has also highlighted
structural flaws in the multiemployer pension
system, which places the financial burden of
underfunded plans almost entirely on current
employers and plan participants.

If a multiemployer pension plan is underfunded,
its funding shortfall will be attributable to benefits
earned by employees who quit or retired years
ago, not just current active employees.

Shortfalls for multiemployer construction industry
plans are often made worse by the fact that the
vast majority of employers who left the plans over
the past several years did so without paying their
share of the underfunding (“withdrawal liability”),
due to a special industry exemption, along with
the established difficulty of collecting the full
value of unfunded vested benefits from
withdrawing employers.

Moreover, under the current system, the primary
means for plan trustees to correct funding
shortfalls are to increase contribution rates for
employers and to reduce the value of benefits
earned by active employees in the future. So, the
current system provides very limited tools to
address funding shortfalls through adjustments to
benefits earned by inactive or retired participants,
or to benefits earned with employers who have
left the plan without paying withdrawal liability.

The result is a widely recognized unbalanced risk
allocation system that makes the remaining
employers in these plans inclined (even eager) to
exit them. New employers are unwilling to enter
into sponsoring these plans for fear of having to
pay for other employers’ liabilities.

Furthermore, increasing misperceptions and
alarmist rhetoric — especially within the financial
community — have painted multiemployer
pension plans as being even more risky and
volatile than the historical record warrants. This
has had an unnecessarily negative impact on
credit and bonding for employers participating in
these plans. This has in turn further jeopardized
their competitive position in the market relative
to firms that offer inferior pension benefits for
their employees.

Legislative changes are needed to give plan
trustees and bargaining parties more tools to
correct funding shortfalls and to rebalance risks,
costs, and remedial burdens more equitably
among all stakeholders in the plan — not just
current active employers and employees. Such
changes will help plans add new employers and
workers, reversing negative demographic trends
and bringing stability and vitality to the system
for the benefit of both participants and
beneficiaries and contributing employers well
into the future.

Inventory of Construction Industry Pension Plans = 2013 Edition
Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

3




Section I: Methodology

This section of the report provides an overview of the
methodology used in compiling the inventory and
performing the analysis in this report. It also
instructs users on how to read the graphs used
throughout the report.

Form 5500 Data

Seven months after the close of the plan year (nine
and a half months, with extension), every qualified
pension plan must file a Form 5500 with the Internal
Revenue Service (IRS) and the Department of Labor
(DOL). The purpose of the form is to demonstrate
that the plan has met the applicable requirements
under the Internal Revenue Code and the Employee
Retirement Income Security Act of 1974 (ERISA).

The inventory of construction industry pension plans
is based on data from Forms 5500, which are
available to the public. Judy Diamond Associates
maintains a searchable database of Form 5500 data,
which was used to compile the inventory.

Data Quality

The inventory is only as good as the Form 5500 data.
If a plan sponsor filled out a portion of the Form
5500 incorrectly, the errors will likely carry through
to the inventory, and perhaps to the analysis.

However, since the inventory and analysis addresses
general trends and averages, the effects of such
errors should be minimal. Also, in certain cases,
reasonable adjustments have been made to correct
for missing or questionable data. In other cases,
plans with missing or questionable data were
excluded from the analysis for that plan year.

Please keep these considerations in mind when
reviewing the results in this report.

NAICS Codes

The first step in compiling the inventory is to identify
the multiemployer defined benefit pension plans in
the construction industry.

Using Form 5500 data, it is relatively easy to identify
which plans are defined benefit pension plans and
which are multiemployer plans. However, it is a bit
more challenging to identify which plans are in the
construction industry.

Every plan lists a NAICS code on its Form 5500.
NAICS stands for “North American Industry
Classification System.” Most construction industry
plans list themselves under a construction industry

NAICS code (beginning with 23). However, some
construction industry plans list themselves under
other NAICS codes, such as pension funds (beginning
with 525) or labor organizations (beginning with
813).

Therefore, in determining which plans are in the
construction industry, judgment was exercised in
some cases to classify certain plans based on their
names or the names of their sponsors. For example,
a multiemployer defined benefit plan that included
the words “Laborers,” “Operating Engineers,” or
“Sheet Metal Workers” in its name would have been
included in the inventory, even if its NAICS code was
not a construction industry code.

Multiemployer plans covering union staff and others
in construction industry trades were also included in
the inventory. A few selected plans covering
workers in the construction industry as well as other
industries were included in the inventory as well.

Number of Plans in the Inventory

The 2013 edition of the inventory includes 843
construction industry plans. However, many of the
exhibits in this report focus on the 805 plans that
have a recent Form 5500 filing (for the 2010 or 2011
plan years) and an asset value greater than zero.

There are a few reasons for the reduction in the
number of plans from 843 to 805. Some plans have
merged with others, and a small number have gone
insolvent. A small number of plans may simply be
missing data for their most recent Form 5500 filing.

For comparison, the 2011 Pension Data Book
published by the Pension Benefit Guaranty
Corporation (PBGC) showed that there are 817
insured multiemployer pension plans in the
construction industry. This is close to the 805 plans
that are identified and included in this inventory.

For further comparison, there were 833 plans in the
2012 edition of this inventory, 819 of which had a
recent Form 5500 filing (for the 2009 or 2010 plan
years). The main reason for the decline is that
refinements were made to the list of plans included
in the inventory. This and other refinements are
described below.

Refinements to the Inventory

This 2013 edition of the inventory contains several
improvements over the 2012 edition. Most notably,
the list of plans included in the inventory was
refined. For example, the 2012 edition of the
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Section I: Methodology

inventory included all construction industry plans
that indicated they were defined benefit pension
plans. The 2013 edition excludes plans that were
clearly mistakenly characterized in the Form 5500 as
defined benefit plans.

Further, the 2013 edition of the inventory reflects
industry reclassifications for certain plans based on
additional information gathered since the 2012
edition of the survey.

These refinements to the list of plans included in the
inventory are the main reasons for the change in the
number of plans, from 819 in the 2012 edition to
805 in the 2013 edition. Plan mergers and data
availability were the other factors.

The 2013 edition of the inventory also includes
additional adjustments to correct for missing or
qguestionable data that were not included in the
2012 edition.

Focus on Calendar Year Plans

Exhibit 1.01 below shows the distribution of plans by
their plan years. Nearly half of the plans in the
inventory with recent Form 5500 filings have
“calendar year plan years,” in other words, plan
years that begin in January and end in December.
The rest have plan years that differ from the
calendar year.

Exhibit 1.01

Plan Year Beginning

Multiemployer Defined Benefit Pension Plans:
Construction Industry

January (46.3%)
February (0.9%)
March (1.1%)
April (5.6%)

May (10.6%)
June (7.8%)

July (16.1%)
August (2.5%)
September (2.6%)
October (2.9%)
November (1.6%)
December (2.0%)
Not Specified

373

0 200 400

Total Plans: 805 Source: Form 5500 Data

For many exhibits in this report, the analysis includes
all plans in the inventory, regardless of their plan
years. This provides the largest sample size.
However, when examining certain historical trends,
the analysis focuses only on plans with calendar year
plan years. There are two reasons for doing this.

First, not all plans have filed a Form 5500 for their
2011 plan years at the time the data were gathered.
Therefore, including only calendar year plans (again,
about half of the plans in the inventory) provides a
more consistent sample. If the analysis included all
plans, then the report might reflect odd changes in
results from 2010 to 2011 caused by the fact that
many plans are not included in the 2011 results.

Second, focusing on calendar year plans may make it
easier for the report users to make comparisons
against their own plan(s) or the broader market.
This is especially true when analyzing investment
returns and funding results.

Large, Medium, and Small Plans

In analyzing certain results, the report lays out
separate graphs for “large,” “medium,” and “smal
construction industry plans, in addition to the entire
population of plans in the inventory.

|II

The report categorizes large plans as those with
asset values of at least $500 million, medium plans
as those with asset values of at least $100 million
and less than $500 million, and small plans as those
with asset values of less than $100 million. (See
Section Il for the distribution of plans by asset value.)

The dividing lines between the categories are
somewhat arbitrary, but they provide interesting
breakdowns of the results and meaningful sample
sizes within each category. For example, many
people may consider a large plan to have an asset
value of at least S1 billion rather than $500 million.
However, using $1 billion as the dividing line would
not provide a large enough sample size for those
plans to allow meaningful comparisons.

The asset values used to categorize the plans by size
are measured as of the end of the latest plan year
for which the plan filed a Form 5500 and are
measured at market value. Because the report
classifies plans based on their latest asset value, as
opposed to their asset value each year, plans will not
shift between categories from one year to the next
as they cross the $100 million or $500 million
thresholds. This helps create consistent subgroups
for comparisons when looking at historical results.

Inventory of Construction Industry Pension Plans = 2013 Edition
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Section I: Methodology

Note, however, that some plans shifted between the
large, medium, or small categories from 2012 to
2013. Exhibit 1.02 below shows the changes in
counts within each category, from 2012 to 2013.

Exhibit 1.02

Plan Size 2012 2013

Category Count Count Change
Large 76 79 +3
Medium 215 229 +14
Small 528 497 -31
Total 819 805 -14

The changes are primarily the result of some plans
crossing the $500 million or $100 million threshold
from the prior plan year to the latest plan year (for
calendar year plan years, from December 31, 2010
to December 31, 2011). Changes are also due to the
fact that some plans were added or deleted from the
inventory from 2012 to 2013.

As a result of these shifts, some of the trends
reflected in the 2013 edition of this report may differ
from those in the 2012 edition.

It is also worth noting that a plan that is approaching
insolvency — in other words, its asset value is
approaching zero — would be considered a small plan
under this definition, even if it covers thousands of
participants and would be considered large by other
measures. There are very few plans in this category,
but this should nevertheless be kept in mind when
reviewing the results.

Snapshot Distribution Graphs

This report analyzes both historical trends for
multiemployer construction industry plans, as well
as specific characteristics at a specific point in time.
When analyzing how results at a specific point in
time are distributed, “snapshot distribution” graphs
are used.

See the sample snapshot distribution graph to the
right, which shows the distribution of plans by asset
value. This graph is also included later in the report
as Exhibit 2.01.

Note that beside each category, the graph lists the
percentage of plans in the population that fall into
that category. For example, in the sample graph at
right, there are 38 plans that fall into the category of
“S500M to $999M,” which represents 4.7% of the
plans in the inventory. The percentages may not
perfectly add to 100.0%, due to rounding.

Asset Values

Multiemployer Defined Benefit Pension Plans:
Construction Industry

Atleast $5.00B (0.4%) | 3

$2.00Bto $4.99B (1.7%) M 14

$1.00Bto $1.99B (3.0%) W 24

$500Mto $999M (4.7%) e 38

$200Mto $499M (12.9%) (s 104

$100Mto $199M (15.5%) |mmmmmm——— 125
$50Mto $99M (17.4%) 7_ 140
$25Mto $49M (19.5%) S 157
S5Mto $24M (21.0%) | 169

Under $5M (3.9%) M 31

0 50 100 150 200

AssetValues: Median = $65M | Average = $240M
Total Plans: 805 Source: 2010-2011 Form 5500 Data

Earlier in this section of the report, snapshot
distribution graphs showing the number of plans by
their plan years were presented. Later in the report,
snapshot distribution graphs for plan size (such as
asset value, number of participants, and number of
employers), investment fees, and operating
expenses are presented.

When reviewing the snapshot distribution graphs,
note that the scale often widens as the plans get
larger. This makes the exhibit easier to read, and
keeps very large plans from skewing the scale.

In general, snapshot distribution graphs will include
all 805 construction industry plans in the inventory
that filed a Form 5500 for the 2010 or 2011 plan
years. The graphs show the latest available data.
Plans with missing data were excluded.
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Quartile Bar Graphs

To analyze historical trends, this report will often use
“quartile bar” graphs. This provides the range of
results over the last ten years for the plans in the
inventory.

See the sample quartile bar graph below which
shows net investment returns over the last ten
years. Note the following:

e The bars on the graph are divided into four
sections. These represent the top ( ),
second (purple), third (green), and bottom
(red) quartile results.

e The gold line () running between the second
and third quartiles represents the median or
50th percentile results. Note that these results
are also delineated in a graphic box in the table
of numbers below the quartile bars.

e To exclude outliers, results beyond the 95th and
5th percentiles are not shown. Therefore, the
top quartile actually shows results from the 75th
percentile to the 95th percentile, and the
bottom quartile actually shows results from the
25th percentile down to the 5th percentile.

e  Even though results above the highest 5 or
below the lowest 5 percent are not shown,
outliers may still be present. This is especially
true in the upper end (when the blue bars are
very long).

e The numbers corresponding to the quartiles are
shown in the table below the graph. The
median results are outlined in gold.

e The title in the table includes a legend indicating
which plans are included in the exhibit (such as
industry, plan size, or trade). In the bottom left
corner, there will be a notation if the exhibit
includes only calendar year plans.

e The number of plans included is shown just
below the years. Plans may be excluded from
the sample in any given year due to missing or
guestionable data. That is a big reason why the
number of plans changes year after year. To a
lesser degree, plan terminations and mergers
cause the counts to change.

e Because not every plan has filed a Form 5500 for
its 2011 plan year, the number of plans for 2011
will be lower, unless the graph considers only
plans with calendar year plan years.

For example, the quartile bar graph below shows
historical net investment returns for medium plans
in the construction industry. (Medium plans have
asset values of at least $100 million and less than
$500 million, as of their latest Form 5500 filing.)
Only results for plans with calendar year plan years
are included.

This graph is also included later in the report as
Exhibit 5.01B.

Net Investment Returns
Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
30.0%
20.0% i
10.0% Z_ N _ "‘_.:7
h =
0.0% Ka—
-10.0% i
-20.0%
-30.0% e
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 100 98 95 100 102 102 101 103 105 104
95th Percentile 27% 242% 125% 102% 144% 9.8% -16.1% 24.8% 145% 3.1%
75th Percentile 56% 19.6% 103%  7.4% 123%  82% -21.7% 204% 13.0% 1.7%
50th Percentile 80% 17.6% 87%  60% 11.1% 7.2% -23.6% 163% 11.8% 0.6%
25th Percentile -104% 150% 7.1%  48%  98%  57% -263% 13.0% 10.7% -0.7%
5th Percentile -14.0% 118%  40%  29%  7.9%  43% -292% 75%  86%  -3.0%
CalendarYear Plans Only Source: Form 5500 Data

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

7




Section II: Plans in the Inventory

There are 805 multiemployer construction industry
plans in the 2013 inventory that filed a Form 5500
for the 2010 plan year or later. This section shows

the distributions of those 805 plans by asset value,
number of participants, and number of employers.

In total, these 805 construction industry plans have
roughly 5193 billion in assets, and they cover 4
million participants and their beneficiaries. These
totals are for plan years ending on or about
December 31, 2011.

Plans by Asset Value

Exhibit 2.01 below shows the distribution of
construction industry plans by asset value. The
assets are market values of assets as of the end of

the latest plan year for which a Form 5500 was filed.

For example, for a plan year beginning on January 1,
the latest Form 5500 was filed for the plan year
beginning January 1, 2011 (the 2011 plan year), and
the asset value would be as of December 31, 2011.

For a plan year beginning on October 1, the latest
Form 5500 was probably filed for the plan year
beginning October 1, 2010 (2010 plan year), and so
the asset value would be as of September 30, 2011.

Exhibit 2.01

Asset Values

Multiemployer Defined Benefit Pension Plans:
Construction Industry

Atleast $5.00B (0.4%) | 3

$2.00Bto $4.99B (1.7%) ™ 14
$1.00Bto $1.998 (3.0%) W= 24
$500Mto $999M (4.7%) pmmm 33

$200M to $499M (12.9%)
$100Mto $199M (15.5%)
$50Mto $99M (17.4%)
$25Mto $49M (19.5%)
$5Mto $24M (21.0%)
Under $5M (3.9%)

104
— 125
I 140
S 157
I 169
. 31

0 50 100 150 200

AssetValues: Median = $65M | Average = $240M

Total Plans: 805

Source: 2010-2011 Form 5500 Data

The 805 plans in the inventory had a median asset
value of $65 million. The average asset value was
$240 million, skewed by very large plans in the
inventory.

There were 79 plans (9.8% of the total) with asset
values of at least $500 million; these are classified as
“large” plans for purposes of this report. Among
these, there were 17 plans with asset values of at
least $1 billion; and only 3 had assets of $5 billion or
more.

There were 229 plans (28.4% of the total) with
assets of at least $100 million but less than $500
million; these are classified as “medium” plans.

There were 497 plans (61.7%) with asset values less
than $100 million, all classified as “small” plans.
Among these, 200 plans reported asset values of less
than $25 million, and 31 plans had asset values of
less than $5 million.

Plans by Number of Participants

Exhibit 2.02 shows the distribution of plans by total
number of participants as of the end of the latest
plan year for which a Form 5500 was filed.

Participant counts include active participants,
inactive participants with vested benefits, retired
participants, and other beneficiaries. See Section llI
for definitions of the different types of participants.

Exhibit 2.02

Number of Participants

Multiemployer Defined Benefit Pension Plans:
Construction Industry

Atleast 50,000 (1.2%) 10

25,000 to 49,999 (1.9%) 15

10,000 to 24,999 (5.0%) 40
5,000t0 9,999 (7.0%) ] 56
4,000to 4,999 (4.1%) 33
3,000to0 3,999 (5.8%) 47
2,000t0 2,999 (9.0%) 72
1,500t0 1,999 (9.8%) 79
1,000to0 1,499 (11.6%) 93
500to0 999 (23.3%) 187
100to 499 (20.5%) 165
Under 100 (0.9%) 7
Not Reported 1

0 100 200

Participant Counts: Median = 1,227 | Average = 4,882
Total Plans: 805 Source: 2010-2011 Form 5500 Data

The median number of participants covered under a
construction industry plan is 1,227. The average
number (again, skewed by very large plans) is 4,882.
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Section II: Plans in the Inventory

The distribution of plans by number of participants is
very similar to the range of plans by asset values.
There were 65 plans (8.1%) with at least 10,000
participants, and 25 of those plans (3.1%) had at
least 25,000 participants. Only 10 plans (1.2%) had
50,000 participants or more.

There were 359 plans (44.7%) with fewer than 1,000
participants and 172 plans (21.4%) with fewer than
500 participants. Seven plans (0.9%) had fewer than
100 participants.

Plans by Number of Contributing Employers

Exhibit 2.03 shows the distribution of construction
industry plans by number of contributing employers.

Exhibit 2.03

Number of Employers

Multiemployer Defined Benefit Pension Plans:
Construction Industry

2,000 or More (1.1%)
1,000to0 1,999 (2.1%)
500t0 999 (4.9%)
300to 499 (5.0%)
200to 299 (8.8%)
150to 199 (7.2%)
100to 149 (9.8%)
7510 99 (8.4%)

50to 74 (11.2%)
25t0 49 (23.5%)
10to 24 (12.8%)

2to 9 Employers (4.6%)
1 Employer (0.6%)
Not Reported

187

0 100 200

Employer Count: Median =69 | Average = 205
Total Plans: 805 Source: 2010-2011 Form 5500 Data

The median number of contributing employers in
construction industry plans is 69. The average
(skewed by larger plans) is 205.

Of the plans that reported the number of
contributing employers, 487 of them (61.1%) had
fewer than 100 contributing employers, and 144
plans (18.1%) had fewer than 25 employers making
contributions to the plan.

There were 26 plans (4.2%) with at least 1,000
contributing employers. Nine of these plans (1.1%)
had 2,000 or more employers paying into the plan.

In the middle range, there were 284 plans (35.7%)
with between 100 and 999 employers making
contributions to the plan.

Plans by Trade and Geographic Region

Exhibit 2.04 on the following page shows the
distribution of plans by trade and by geographic
region. In addition to the number of plans, this
exhibit shows the aggregate asset values (in millions
of dollars) and number of covered participants and
beneficiaries.

Results are shown for different construction industry
trades, in descending order based on the number of
plans covering trade members. Note that:

e “Plumbers and Pipefitters” plans include plans
covering the air conditioning, sprinkler, and
refrigeration trades.

e There were too few plans in trades such as
Boilermakers and Elevator Contractors to show
them separately. Therefore, plans in these
trades are included in the “other or mixed
trades” category.

e  Plans covering multiple trades are also included
in the “other or mixed trades” category.

e In general, plans covering Teamsters are
considered to be in the transportation industry
and are therefore not included in the inventory.

See Appendix A for more detail regarding trade
classifications.

Plans are also grouped by geographic region. The
following table shows the postal codes of the states
(as well as the District of Columbia) included within
each region.

Region States Included

New England | CT, ME, MA, NH, RI, VT

Mid-Atlantic DE, DC, MD, NJ, NY, PA, RI, VA, WV

Midwest IA, IL, IN, KS, MI, MN, MO, ND, NE,
OH, SD, WI

South AL, AR, FL, GA, KY, LA, MS, NC, NM,
OK, SC, TN, TX

West AZ, AK, CA, CO, HI, ID, MT, NV, OR,
UT, WA, WY

See Appendix C for a listing of construction industry
plans by state, as well as a summary of plans, total
asset values, and covered participants by state.
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Section II: Plans in the Inventory

Exhibit 2.04
Construction Geographic Region New Mid All-Region
Industry Trade England Atlantic Midwest South West Total
Plumbers and Number of Plans 7 42 53 30 18 150
Pipefitters Total Assets 814 S 11,648 S 6278 S 2,380 4,401 $ 25,522
Number of Participants 10,035 235,866 81,549 43,895 57,261 428,606
Electrical Number of Plans 9 38 39 13 24 123
Workers Total Assets 974 S 15,649 S 599 S 473 6,819 $ 29,910
Number of Participants 14,782 598,226 96,422 17,005 88,375 814,810
Laborers Number of Plans 4 39 18 1 16 78
Total Assets 1,544 S 6,573 S 10,157 S 1,266 5,259 $ 24,800
Number of Participants 27,135 174,144 183,480 44,786 112,961 542,506
Bricklayers and Number of Plans 2 28 25 2 12 69
Allied Crafts Total Assets 203 S 2,229 S 1,591 S 59 617 S 4,698
Number of Participants 4,181 102,349 32,369 3,302 12,967 155,168
Iron Workers Number of Plans 2 25 15 10 8 60
Total Assets 338 S 5,095 S 3,036 S 822 2,111 $ 11,401
Number of Participants 5,764 158,202 46,905 18,980 32,581 262,432
Cement Number of Plans 2 17 19 6 14 58
Masons Total Assets 24 S 1,364 S 1,013 S 21 1,218 $ 3,640
Number of Participants 587 27,128 17,030 1,201 23,983 69,929
Carpenters Number of Plans 4 12 18 11 10 55
Total Assets 3,110 S 6,717 S 11,005 S 1,310 7,710 $ 29,851
Number of Participants 48,660 112,773 178,584 46,351 152,938 539,306
Sheet Metal Number of Plans 3 11 23 8 9 54
Workers Total Assets 69 S 3,801 S 2,066 S 448 3,032 $ 9416
Number of Participants 2,840 150,321 35,220 7,968 37,997 234,346
Insulators Number of Plans 3 16 10 9 2 40
and Allied Total Assets 110 S 995 S 425 S 139 250 $ 1,918
Workers Number of Participants 1,281 13,216 5,466 3,212 4,202 27,377
Operating Number of Plans 4 14 7 - 9 34
Engineers Total Assets 1,034 S 14,012 S 6882 - 7,699 $ 29,627
Number of Participants 13,597 259,065 73,239 - 115,651 461,552
Painters and Number of Plans 2 2 18 - 10 32
Allied Trades Total Assets 282 S 2614 S 1,689 - 1,236 $ 5,820
Number of Participants 5,049 77,325 25,960 - 25,155 133,489
Roofers and Number of Plans 3 8 10 1 2 24
Allied Workers Total Assets 95 S 177 S 556 S 1,184 99 S 2,110
Number of Participants 1,464 4,628 9,125 27,328 2,956 45,501
Other or Number of Plans - 14 11 2 1 28
Mixed Trades Total Assets = S 5,586 S 8707 S 119 35 S 14,448
Number of Participants - 59,549 150,434 3,329 1,476 214,788
Construction Number of Plans 45 266 266 93 135 805
Industry Total Total Assets 8,596 S 76,458 S 59,400 S 8222 S 40,487 $ 193,162
Number of Participants 135,375 1,972,792 935,783 217,357 668,503 3,929,810

Asset values are shown in millions of dollars. Source: 2010-2011 Form 5500 Data

National and regional plans are classified geographically based on the address listed on their Form 5500 filings.
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Section lll: Plan Demographics

Having favorable demographics is a key factor in the
long-term sustainability of a pension plan. In general,
it’s better for a plan’s overall population to have a
higher proportion of younger, working participants
than older, inactive or retired participants. This
section of the report reviews plan demographics and
how they have changed over the past decade.

Types of Participants

Following are definitions of the different types of
participants shown in the exhibits in this section.

e  “Active” participants are those individuals who
worked enough hours or other measure of
contribution, as of the end of the plan year, to
earn (accrue) service credits under their plan.

e “Inactive” participants are those individuals
who were not working enough as of the end of
the plan year to accrue service credits, but who
are entitled nevertheless to vested benefits due
to their prior service under the plan. Inactive
participants include:

o “Deferred Vested” participants, who are
entitled to vested benefits that are deferred
to a future retirement date.

o “Retired” participants, who are currently
receiving benefits from their plan.

o “Beneficiaries” who are either receiving
survivor benefits earned by a deceased
participant, or who are entitled to future
survivor benefits.

Exhibit 3.01

Number of Participants

Exhibit 3.01 below shows the median participant
counts for construction industry plans over the ten-
year period from 2002 through 2011. Participant
counts are those reported on the Form 5500 and are
as of the end of the plan year.

The median number of participants increased over
the past decade, from 1,106 at the end of 2002 to
1,166 at the end of 2011. However, most of the
increase was attributable to the inactive participant
categories, which includes participants with deferred
vested benefits, retirees, and beneficiaries.

There was a large spike in counts for deferred vested
and retired participants from 2008 to 2009, likely
due to a drop in available work and an increase in
retirements among those who were eligible to retire
during and in the wake of the 2008 recession.

While the median number of inactive participants
increased over the past decade, the median number
of active participants decreased from 606 to 498,
with some fluctuations from year to year.

Overall, plan populations are stable — growing
perhaps slightly. However, the trends within plan
participant categories are decidedly not favorable
overall. The number of active participants is
declining or remaining steady, while the number of
inactive participants is getting larger. Thisis not a
favorable trend for the long term.

Median Participant Counts (End of Plan Year)
Multiemployer Defined Benefit Pension Plans: Construction Industry
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1,000 +—
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Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 795 796 794 803 811 819 811 800 803 737
Active 606 569 590 577 581 580 529 526 525 498
Deferred Vested 152 162 164 168 179 177 173 199 212 222

M Retired 297 298 308 322 332 334 302 327 348 368
M Beneficiaries 51 53 56 61 64 65 63 72 73 78

Total Participants 1,106 1,082 1,118 1,128 1,156 1,156 1,067 1,124 1,158 1,166

Source: Form 5500 Data
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Section lll: Plan Demographics

Participant Ratios

Another way to analyze plan demographics is to look
at the ratio of active participants to inactive
participants. In general, the higher the ratio of
active participants to inactive participants, the easier
it is for a plan to correct any funding shortfall by
increasing contribution rates or decreasing future
benefit accruals. On the other hand, a lower ratio
usually means that it is more difficult for a plan to
improve funding through these means.

As a pension plan matures, the ratio of active
participants to inactive participants will naturally

Focusing on the median results:

At the end of 2002, the median ratio of active
participants to inactive participants was 1.16. In
other words, there were 1.16 participants who
were actively working and having contributions
made on their behalf for each participant who
was not working.

By the end of 2005, the median ratio had
declined to 0.98. That meant that, at the end of
2005, there were slightly fewer active
participants than inactive participants.

There was a sharp decline in the median ratio

decline. Such changes can be manageable if they

occur gradually. Yet still, over the long term, from 2008 to 2003, from 0.93 to 0.82.

positive demographic trends must be restored to e By the end of 2011, the median ratio had
ensure the continuing viability of plans. declined further, to 0.71.
However, .sudd.en shifts in demographics due tc? . ‘ MCAA Commentary
sharp declines in employment levels are very difficult - - e
to manage. Nearly every construction industry Without changes to the current system, many plans
pension plan suffered significant declines in will not be able to sustain worsening demographic
demographic balance following the 2008 trends over the long term. An economic recovery will
construction market collapse as many who were help reverse some of the trends, temporarily, but
eligible retire chose to do so because of the lack of challenges lie ahead, regardless. In the economy
work. This was made much worse by the severe overall, in all high-skilled occupations, the demand
losses to plan assets due to the stock market for qualified replacement workers currently is
collapse that precipitated to economic recession. outstripping the industry’s ability to supply the
anticipated future demand for high skilled workers.
Exhibit 3.02 below shows the distribution of these Legislative changes are needed to encourage new
participant ratios for construction industry plans employers and more workers to join these plans,
from 2002 through 2011. bringing renewed vitality to the system.

Exhibit 3.02 (All Plans)

Participant Ratios: Actives to Inactives (End of Plan Year)
Multiemployer Defined Benefit Pension Plans: Construction Industry
3.50
3.00
250 +—
2.00 +—
1.50 - —
e e === =t
0.50 - . . . . . . L l
0.00
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 795 796 794 803 811 819 811 800 803 737
95th Percentile 3.00 267 2.53 248 238 2.28 224 2.05 1.75 1.57
75th Percentile 1.59 1.50 1.41 1.35 1.33 1.32 1.27 1.15 1.03 0.98
50th Percentile 1.16 1.09 1.02 0.98 0.97 0.96 0.93 0.82 0.73 0.71
25th Percentile 0.78 0.75 0.72 0.69 0.66 0.67 0.65 0.58 0.51 0.50
5th Percentile 0.38 0.33 033 0.31 0.30 0.30 0.28 0.28 0.23 0.22
Source: Form 5500 Data
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Section lll: Plan Demographics

It's important to note that not all construction
industry plans have the same demographic
characteristics. Some plans have a healthy balance
between active participants and inactive
participants. Others are more mature, with inactive
and retired participants significantly outnumbering
active participants.

For example, in 2011:

e There were 5% of plans with a ratio of 0.22 or
worse (5th percentile). Those plans had more
than 4 inactive participants to every 1 actively
working participant — a very unhealthy ratio.

e On the other end of the spectrum, 5% of plans
had a ratio of 1.57 or better (95th percentile).
Those plans had more than three active
participants to every two inactive participants —a
healthy ratio.

e The range in participant ratios from the 25th to
75th percentiles is 0.50 to 0.98. That is a rather
considerable difference among plans
representing the middle 50% of the population.

e Overall, 75% of all construction industry plans
had fewer than 1 active for each inactive
participant in the plan.

MCAA Commentary \

There are many factors that could cause one plan to
have more favorable demographics than another.
Perhaps some plans are better off because their
unions were better able to organize new employers.
Geographically, some markets are more
competitive, with strong hours and a backlog of
work. Industry leaders and public policy officials
should analyze the reasons for and encourage these
positive trends.

An expanding share of a robust construction market
is far better in the long term, than a high percentage
share of a stagnant market. Moreover, to a
significant degree, the imbalance in the risk
allocation of the current multiemployer funding
rules itself can be a substantial detriment to
restoring demographic balance in plans — just
because of the heightened reluctance of new
employers to sign on to participation in the
multiemployer pension system.

Differences by Plan Size

The following page includes three separate exhibits
showing the participant ratios for large plans (assets
of at least $500 million), medium plans (assets of at
least $100 million and less than $500 million), and
small plans (assets less than $100 million). In each,
the median participant ratio declined again in 2011.

Note the following:

e  For the large plans (Exhibit 3.02A), the range of
participant ratios is much narrower than for the
overall population (Exhibit 3.02). For example,
at the end of the 2011 plan year, the range of
participant ratios from the 5th to 95th
percentiles was 0.40 to 1.15 for large plans,
compared to 0.22 to 1.57 for the overall
population. The range of participant ratios from
the 25th to 75th percentiles was 0.57 to 0.85 for
large plans, compared to 0.50 to 0.98 for the
overall population.

e Most of the variability in the overall population
comes from the small plans (Exhibit 3.02C). For
example, at the end of the 2011 plan year, the
range of participant ratios between the 5th and
95th percentiles was 0.12 to 1.68, and the range
from the 25th to 75th percentiles was 0.47 to
0.98 — both of which are wider than for the
overall population.

e Medium-sized plans (asset values of at least $100
million but less than $500 million) have
somewhat higher median participant ratios (0.76)
than large (0.70) or small (0.69) plans. This may
be a somewhat unexpected result.

e  There may be a loose relationship between a
plan’s size and its ability to sustain healthier
demographics. Perhaps there is a “sweet spot”
where a plan is neither too small nor too large
within its jurisdiction? Whatever the case may
be, the inventory data do not provide any basis
for cause-and-effect analysis. The analysis in this
report did not investigate this.
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Section lll: Plan Demographics

Exhibit 3.02A Participant Ratios: Actives to Inactives (End of Plan Year)
(Large Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans
3.50
3.00
2.50
2,00
1.50 - N N o e e
TR B e e e e = B
0.50
0.00
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 78 78 77 80 79 80 80 79 79 74
95th Percentile 217 2.15 1.94 1.81 1.69 1.73 2.06 1.38 1.29 1.15
75th Percentile 1.52 1.46 1.45 1.34 1.32 1.32 1.24 1.09 0.90 0.85
50th Percentile 1.18 1.14 1.13 1.08 1.03 1.04 0.98 0.84 0.73 0.70
25th Percentile 0.87 0.85 0.81 0.80 0.83 0.82 0.82 0.67 0.57 0.57
5th Percentile 0.64 0.65 0.63 0.61 0.59 0.57 0.57 0.49 0.42 0.40
Source: Form 5500 Data

Exhibit 3.02B Participant Ratios: Actives to Inactives (End of Plan Year)
(Medium Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
3.50
3.00
250 — 1 ——
200 +—  —— ———
1.50
1.00
0.50
0.00
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 227 226 224 229 231 231 228 228 229 208
95th Percentile 2.70 2.55 2.51 2.41 2.37 222 213 1.89 161 1.53
75th Percentile 1.68 1.56 1.51 1.49 1.42 1.42 137 1.18 1.03 1.02
50th Percentile 1.22 1.15 1.05 1.02 1.04 1.04 0.98 0.85 0.78 0.76
25th Percentile 0.87 0.80 0.78 0.75 0.74 0.76 0.74 0.64 0.57 0.54
5th Percentile 0.47 0.46 0.45 0.43 0.41 0.45 0.44 036 0.34 0.34

Source: Form 5500 Data

Exhibit 3.02C Participant Ratios: Actives to Inactives (End of Plan Year)
(Small Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans
3.50
3.00
2.50
2.00
1.50
1.00
0.50
0.00
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 490 492 493 494 501 508 503 493 495 455
95th Percentile 3.65 293 2.63 2.75 2.46 2.49 2.26 224 1.95 1.68
75th Percentile 1.57 1.47 1.36 131 1.29 1.27 1.26 1.16 1.05 0.98
50th Percentile 1.11 1.06 0.98 0.95 0.91 0.90 0.89 0.80 0.72 0.69
25th Percentile 0.71 0.68 0.65 0.62 0.62 0.62 0.61 0.54 0.48 047
5th Percentile 0.27 0.23 0.24 0.14 0.14 0.12 0.10 0.21 0.15 0.12

Source: Form 5500 Data
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Section IV: Plan Cash Flows

A plan’s cash flows are very closely tied to its
demographics. As retired participants begin to
outnumber active participants, benefit payments to
retirees exceed contributions being made on behalf
of the active participants. If contributions paid into
the plan fall short of cash paid out of the plan, the
difference must be made up by investment income,
or else the plan’s assets will shrink over time.

Types of Cash Flows

Following are definitions of the different types of
cash flows shown in the exhibits in this section.

e Contributions are made by employers on behalf
of the participants in the plan who are actively
working. In most cases, this is the sole source of
“cash in” for the plan.

e Benefit Payments are made by the plan to
retired participants and beneficiaries of
deceased participants. This is the main source
of disbursements, or “cash out” for the plan.

e  Operating Expenses include the costs of
administration, professionals fees (such as for
attorneys, auditors, actuaries, and consultants),
and insurance and PBGC premiums. They
exclude investment fees. Operating expenses
are another source of “cash out” for the plan.

Exhibit 4.01

If contributions to the plan exceed benefit payments
and operating expenses, then the plan has a positive
cash flow. On the other hand, if contributions to the
plan do not cover benefit payments and operating
expenses, then the plan has a negative cash flow. As
plans mature, their cash flows tend to become
increasingly negative. As with negative demographic
trends, long-term persistence of negative trends
directly, and with increasing immediacy, threatens
the viability of plans for participants, beneficiaries
and contributing employers together.

Median Cash Flows

Exhibit 4.01 below shows the median cash flows for
construction industry plans over the ten-year period
from 2002 through 2011.

The median employer contributions increased over
the past decade, from $2.40 million in 2002 to $3.76
million in 2011. This trend is likely driven by
increases in employer contribution rates, offsetting
declines in work hours.

At the same time, plan disbursements also increased
over the past decade, from $4.02 million in 2002 to
$5.97 million in 2011. Net cash flows have become
increasingly more negative, with the shortfall
growing from $1.61 million in 2002 to $2.21 million
in 2011.

Median Cash Flows ($Millions)
Multiemployer Defined Benefit Pension Plans: Construction Industry

Net Cash Flow (%)

7.00 0.0%

6.00 - -1.0%

5.00 y - - -2.0%

4.00 - - -3.0%

3.00 - - -4.0%

2.00 - - -5.0%

1.00 - - -6.0%

0.00 - L 7.0%
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 783 771 763 788 799 804 754 793 795 731
I Contributions 240 242 264 294 315 349 353 341 353 376
I Disbursements 402 417 445 465 497 513 528 559 569 597
Net Cash Flow ($) (161) (1.75) (1.80) (1.71) (1.83) (1.64) (1.75) (2.18) (2.16) (2.21)
A~ NetCash Flow (%)  .23% -28% -2.7% -26% -24% -19% -20% -35% -3.4% -2.9%

Source: Form 5500 Data
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Section IV: Plan Cash Flows

Cash Flows as a Percentage of Assets

Another way to analyze the effect of positive or
negative cash flows on a plan is to express the net
cash flow as a percentage of plan assets.

For a plan with a negative cash flow, this percentage
represents the return on investment that is needed
to keep the plan’s asset value from declining. For
example, a plan with a negative cash flow of 3.0% of
assets must have an investment return of at least
3.0% in order to avoid a decline in its asset value.

Exhibit 4.02 shows the distribution of net cash flows
as a percentage of plan assets for construction
industry plans from 2002 through 2011. Focusing on
the median results, the negative cash flow increased
from 2.3% of plan assets to 3.5% of plan assets from
2002 to 2009, with a spike from 2008 to 2009 — due
to the downturn in the construction work and the
loss of asset values in the stock market decline.

The median negative cash flow improved to 2.9% of
assets by 2011, in part as a result of actions taken by
plan trustees to improve funding, such as increases
to employer contributions and reductions in
participant benefits — as well as a rebound in asset
values and construction work in some markets.

There is a wide range of results. For example, at the
95th percentile, there are plans that have annual
positive cash flow that is over 3% of plan assets. At
the 5th percentile, there are plans that have annual

Exhibit 4.02 (All Plans)

negative cash flow that exceeds 9% of plan assets.
Plans with such negative cash flows are likely
approaching insolvency.

\ MCAA Commentary

In general, cash flows will grow increasingly
negative as plans mature, causing maturing plans to
rely more and more on investment returns to remain
solvent. There is no reason to expect volatility in the
financial markets to diminish in the foreseeable
future — all the more reason to take fundamental
steps to build a stability cushion into the framework
of the multiemployer system.

Differences by Plan Size

The following page includes three separate exhibits
showing cash flows for large, medium, and small
plans. As with demographics, trends for cash flows
are the same for all plans, regardless of size. Also,
the range of results for small plans is much wider
than for large and medium plans.

In the 2012 edition of the inventory, it appeared that
large and medium plans fared better than small
plans over the ten years from 2001 to 2010, from a
cash flow perspective. In the 2013 edition, however,
the same trend is not present.

One apparent reason for this is that small plans had
a more significant improvement in their median net
negative cash flow from 2010 to 2011. Changes in
the plans considered to be large, medium, and small
may also contribute to the difference.

Net Cash Flow as a Percentage of Assets
Multiemployer Defined Benefit Pension Plans: Construction Industry

6.0%

4.0%

2.0% +— —

2o% N W N —

2.0% NN N N N N

4.0% - I

-6.0%

-8.0%

-10.0%

-12.0%
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 783 771 763 788 799 804 754 793 795 731
95th Percentile 40%  3.8% 29% 34% 38% 43% 43% 41%  36%  3.4%
75th Percentile 01% -05% -06% -05% -02% 0.1% 01% -07% -1.0% -0.8%
50th Percentile 23% -2.8% -27% -26% -24% -1.9% -20% -35% -3.4% -2.9%
25th Percentile 45% -51% -48% -47% -44% -3.9% -41% -63% -59% -52%
5th Percentile 71% -81% -7.7% -15% -7.3% -6.9% -7.3% -109% -9.8% -9.4%

Source: Form 5500 Data
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Section IV: Plan Cash Flows

Exhibit 4.02A
(Large Plans)

Exhibit 4.02B
(Medium Plans)

Exhibit 4.02C
(Small Plans)

Net Cash Flow as a Percentage of Assets

Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans

6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%
-8.0%
-10.0%
-12.0%
Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

2002
78
2.8%
0.3%
-1.8%
-3.3%
-4.9%

2003
76
23%
-0.2%
-2.2%
-3.8%
-5.6%

2004
77
2.3%
-0.3%
-2.2%
-3.6%
-5.1%

2005
79
3.2%
0.0%
-2.1%
-3.3%
-5.1%

2006
79
2.7%
0.3%
-1.7%
-3.1%
-4.9%

2007
78
3.2%
0.5%

-1.0%
25%
-4.4%

2008
76
3.7%
0.1%
-1.2%
-2.8%
-4.7%

2009
79
2.1%
-1.3%
-2.9%
-4.7%
-7.9%

2010
79
1.1%
-1.6%
-3.1%
-4.7%
-7.5%

2011
74
1.2%
-1.5%
-3.0%
-4.5%
-6.9%

Source: Form 5500 Data

Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans

6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%
-8.0%
-10.0%
-12.0%
Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile

5th Percentile

Net Cash Flow as a Percentage of Assets

I 7-7-7-7-‘-—-7

2002
226
3.4%
-0.2%
-1.9%
-4.0%
-6.2%

2003
222
3.1%
-0.4%
-2.4%
-4.4%
-6.9%

2004
218
22%
-0.5%
-2.7%
-4.6%
-6.8%

2005
228
2.2%
-0.7%
-2.3%
-4.4%
-6.3%

2006
229
2.7%
-0.4%
-2.1%
-4.0%
-5.9%

2007
230
3.9%
0.0%
-1.4%
-3.4%
-5.5%

2008
220
4.0%
0.2%
-1.5%
-3.6%
-5.5%

2009
228
3.4%
-0.6%
-3.3%
-5.8%
-8.9%

2010
229
2.2%
-1.0%
-3.2%
-5.3%
-7.8%

2011
208
2.7%
-0.8%
-2.8%
-4.8%
-6.7%

Source: Form 5500 Data

6.0%
4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%
-8.0%
-10.0%

-12.0%
Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

Net Cash Flow as a Percentage of Assets
Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans

2002
479
5.1%
-0.4%
-2.7%
-4.9%
-8.0%

2003
473
4.4%
-0.7%
-3.2%
-5.6%
-9.6%

2004
468
33%
-0.7%
-3.0%
-5.3%
-8.2%

2005
481
3.7%
-0.6%
-2.9%
-5.2%
-8.2%

2006
491
4.9%
-0.1%
-2.6%
-5.2%
-8.2%

2007
496
4.9%
0.0%
-2.2%
-4.4%
-7.5%

2008
458
4.7%
0.1%
-2.4%
-4.6%
-8.1%

2009
486
53%
-0.6%
-3.8%
-7.1%
-12.5%

2010
487
5.0%
-0.8%
-3.7%
-6.4%
-10.9%

2011
449
3.9%
-0.5%
-3.0%
-5.8%
-10.8%

Source: Form 5500 Data
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Section V: Plan Investments

So far, the 21st Century has been turbulent for the
financial markets, which in turn made for challenging
times for pension plans. This section of the report
analyzes the net investment returns for construction
industry plans over the ten-year period from 2002 to
2011. Asset returns are examined on a year-by-year
basis, as well as annualized over the ten-year period.
The report also analyzes the assumed rates of
investment return for the plans in the inventory.

Year-by-Year Returns

Exhibit 5.01 shows net investment returns for
construction industry plans over the past ten years.
In this section, exhibits include results for plans with
calendar year plan years only (January to December),
for purposes of consistency in comparison.

Technical Note: Investment Horizons \

The exhibits in this report show results over a ten-
year period, in large part because complete data
were not available in the database before the year
2000. In assessing the results in this section of the
report, users should bear in mind that pension
obligations are very long-term in nature, and ten
years is too short a period from which to draw
conclusions about investment policies.

Investment returns were very volatile over the past
decade. The median returns for construction
industry plans were double-digit positive in four

Exhibit 5.01 (All Plans)

years: 16.7% in 2003, 11.0% in 2006, 16.1% in 2009,
and 11.6% in 2010. However, they were also
negative in two years (-7.9% in 2002 and -23.0% in
2008) and essentially flat in 2011.

It is important to note that all investment returns
shown in this section are net of fees. It is also
important to keep in mind that a plan’s investment
allocation is a key driver of its investment returns.

Differences by Plan Size

The exhibits on the next page show net investment
returns separately for large plans (assets of at least

$500 million), medium plans (assets of at least $100
million and less than $500 million), and small plans

(assets less than $100 million).

While the general patterns of investment returns
over the past ten years look similar regardless of
plan size, there are interesting differences upon
closer inspection.

In general, larger plans have more diversified
investments, as well as greater access to a wider
range of non-traditional asset classes. Therefore, it
is not surprising to see that net investment returns
over the past ten years were slightly higher for large
plans than for medium and small plans. However,
medium and small plans seemed to have better
returns during the turmoil of 2008 and early 2009.

Unfortunately, the available data on the Forms 5500
is not sufficient to determine if thereis a
relationship between plan asset allocations and
investment performance.

Net Investment Returns
Multiemployer Defined Benefit Pension Plans: Construction Industry
30.0%
20.0% —
LA .
10.0% 4 e == — "‘ e
[ ] =] P
0.0% _—a
| o |

-10.0% N 7

-20.0% “

-30.0%
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile -14%  23.6% 12.8% 9.0% 147% 99%  -62% 24.8% 144%  4.0%
75th Percentile -53% 192% 102% 7.0% 12.6% 8.0% -203% 204% 12.7% 1.8%
50th Percentile 79% 16.7%  8.5% 58% 11.0% 6.8% -23.0% 16.1% 11.6% 0.6%
25th Percentile -103% 141% 69%  4.6% 9.5% 56% -26.1% 129% 101% -0.8%
5th Percentile -142%  9.1% 3.5% 2.5% 6.6% 35% -293% 7.5% 75%  -2.9%

Calendar YearPlans Only Source: Form 5500 Data
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Section V: Plan Investments

Exhibit 5.01A Net Investment Returns
(Large Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans
30.0%
20.0% -
10.0% - == = == - "-—iﬂ
0.0% ==
-10.0% -+l
-20.0% N7
-30.0% =2
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 41 41 40 42 41 42 42 42 42 42
95th Percentile -4.4% 23.0% 12.9% 9.2% 14.8% 9.5% -20.8% 22.8% 14.8% 3.0%
75th Percentile -6.2% 199% 11.0% 7.3% 13.2% 8.1% -23.1%  19.2% 13.4% 1.7%
50th Percentile 75% 186% 9.8%  6.8%  121% 72% -25.6% 151% 122% 0.5%
25th Percentile -9.6% 16.4% 8.5% 55% 11.4% 6.3% -26.9% 13.0% 11.7% -0.4%
Sth Percentile -12.6%  12.7% 6.7% 4.4% 10.2% 5.3% -28.6% 8.6% 10.2% -1.5%
CalendarYear Plans Only Source: Form 5500 Data
Exhibit 5.01B Net Investment Returns
(Medium Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
30.0%
20.0%
10.0% = e o - —"‘_.:7
0.0% == - e
-10.0%
-20.0%
-30.0% “
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 100 98 95 100 102 102 101 103 105 104
95th Percentile -2.7% 24.2% 12.5% 10.2% 14.4% 9.8% -16.1% 24.8% 14.5% 3.1%
75th Percentile -5.6% 19.6% 10.3% 7.4% 12.3% 8.2% -21.7%  20.4% 13.0% 1.7%
50th Percentile -80% 176% 87%  60% 111% 72% -23.6% 163% 11.8% 0.6%
25th Percentile -10.4%  15.0% 7.1% 4.8% 9.8% 5.7% -26.3%  13.0% 10.7% -0.7%
Sth Percentile -14.0%  11.8% 4.0% 2.9% 7.9% 4.3% -29.2% 7.5% 8.6% -3.0%
CalendarYearPlans Only Source: Form 5500 Data
Exhibit 5.01C Net Investment Returns
(SmaII Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans
30.0%
20.0%
10.0% nﬁ = 4—‘:7

= = I
- =S
0.0% s - RE—

-10.0% 74“ N/
-20.0% n

-30.0%
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Number of Plans 219 223 220 222 229 232 233 223 222 222

95th Percentile 0.0% 23.1% 12.6% 8.6% 14.8% 10.1% -4.3% 25.5% 14.1% 4.2%

75th Percentile -49% 19.0% 10.0% 65% 124%  7.8% -19.0% 207% 124% 1.9%

50th Percentile 79% 16.1%  82% 55% 10.7% 65% -22.4% 162% 112%  0.5%

25th Percentile -10.6% 13.5% 6.5% 4.3% 9.0% 55% -252%  12.7% 9.6% -0.9%

5th Percentile -14.6% 8.7% 1.7% 2.0% 6.0% 3.2% -29.4% 7.1% 7.3% -3.0%
CalendarYear Plans Only Source: Form 5500 Data
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Section V: Plan Investments

Annualized Returns

Not only were investment returns volatile over the
past decade, they fell short of most plans’
expectations. The previous exhibits showed net
investment returns, year by year, for the ten-year
period from 2002 through 2011.

The following exhibits show the annualized returns
for that ten-year period. This allows for better
comparisons of investment performance for the
entire past decade.

Technical Note: Methodology

Annualized investment returns are based on
calendar year plans. Further, only plans for which
complete Form 5500 data are available for all ten
years in the period from 2002 through 2011 are
included. There are 286 such plans in the inventory,
which are included in the following exhibits.

Exhibit 5.02 (All Plans)

Annualized Returns: 2002 - 2011

Multiemployer Defined Benefit Pension Plans:
Construction Industry

8.0%or Higher (0.7%)
7.5%to 7.9% (0.3%)
7.0%to 7.4% (0.3%)
6.5%t0 6.9% (0.7%)
6.0%t0 6.4% (2.1%) 6

1
[ Il ol )

5.5%t0 5.9% (5.6%)
5.0%to 5.4% (6.3%)
4.5%to 4.9% (11.2%)
4.0%to 4.4% (18.2%)

16
18
32
52

3.5%to 3.9% (25.9%) 74
3.0%to 3.4% (18.5%) 53
2.5%t0 2.9% (7.3%) 21
2.0%to0 2.4% (1.7%) 5
1.5%to 1.9% (0.3%) 1
1.0%to 1.4% (0.3%) | 1
Lower than 1.0% (0.3%) 1

0 20 40 60 80

Median Annualized Return: 3.94% per Year
Subsetof 286 Calendar Year Plans
Source: Form 5500 Data

As shown in Exhibit 5.02 above, the median
annualized return for the 286 plans in the sample
was 3.94% per year. Over 90% of plans in the
sample had annualized net investment returns of at
least 2.5% but less than 6.0% for the ten years from
2002 through 2011. Over 70% of plans had
annualized returns of at least 3.0% but less than
5.0%. About 25% of plans had annualized returns of
at least 3.5% but less than 4.0%.

\ Technical Note: Endpoint Sensitivity

As noted earlier, ten years is too short a period from
which to draw conclusions about investment policies.
It is also important to keep in mind that the
annualized returns analyzed here are very sensitive
to the period endpoints. That is, shifting the ten-
year period by a year could result in significantly
different annualized returns. For example, next
year’s annualized returns are expected to be
significantly higher, when the ten-year period from
2002 - 2011 is shifted to 2003 - 2012, as returns for
2012 were generally much greater than for 2002.

Differences by Plan Size

See Exhibit 5.02A. Annualized returns for large plans
are somewhat higher than for the overall
population. For example, none of the large plans in
the sample had annualized returns of less than 2.0%
or more than 6.5% per year. Also, the median
annualized return was 4.11% for large plans,
compared with 3.94% for the overall population.

Exhibit 5.02A (Large Plans)

Annualized Returns: 2002 - 2011

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans

8.0%or Higher (0.0%) |
7.5%to 7.9% (0.0%)
7.0%to 7.4% (0.0%)

6.5%to 6.9% (0.0%)
6.0%t0 6.4% (2.9%)
5.5%t0 5.9% (5.9%)

5.0%to 5.4% (17.6%) | 6
45%t0 4.9% (5.9%) 2

4.0%t0 4.4% (20.6%) 7

3.5%to0 3.9% (32.4%) 11

3.0%to 3.4% (5.9%) 2

2.5%to 2.9% (5.9%) 2

2.0%t0 2.4% (2.9%) | 1
1.5%to 1.9% (0.0%) |
1.0%to 1.4% (0.0%) |

Lower than 1.0% (0.0%) |

0 20

Median Annualized Return: 4.11% per Year
Subset of 34 Calendar Year Plans
Source: Form 5500 Data

As shown in Exhibit 5.02B below, there was greater
variability in returns for medium plans than for large
plans. There were a few medium plans with
annualized returns above 6.5%, whereas for the
large plans, there were none. The median
annualized return for medium plans was 3.95% per
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Section V: Plan Investments

As shown in Exhibit 5.02C, the distribution of
annualized returns for small plans is even wider than
for medium plans. At the low end of the spectrum,
there were 3 plans with annualized returns of less

year. This is lower than for large plans but slightly
higher than for the overall population.

Exhibit 5.02B (Medium Plans)

Annualized Returns: 2002 -2011

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

than 2.0%. There were also a few plans with
annualized returns of 6.5% per year or more.

The median annualized return for small plans was
3.89% per year, lower than for large plans or

8.0%or Higher (1.2%) | 1 medium plans.
7.5%to0 7.9% (1.2%) | 1
7.0%to 7.4% (0.0%) | - The wider variances in returns for medium and small
6.5%t0 6.9% (0.0%) | - plans may be due to the fact that they are more
ig::g g'g: Ez'g:; 1 35 likely than large plans to have investment policies
5.0%t0 5.4% (24%) 1 2 that vary from more traditional aIIocatl.ons.
4.5%t0 4.9% (9.6%) | 8 However, this may also be due to the simple fact
4.0%t0 4.4% (25.3%) | 21 that the samples of medium and small plans are
3.5%t0 3.9% (21.7%) | 18 bigger than for large plans and therefore subject to a
3.0%to 3.4% (22.9%) 19 wider range of results.
25%t0 2.9% (3.6%) | 3
2.0%t0 2.4% (2.4%) | 2
1.0%to 1.4% (0.0%) | - -
Lower than 1.0% (0.0%) | - Investment returns for larger construction industry
0 20 0 plans tend to outperform returns for smaller plans.

Median Annualized Return: 3.95% per Year
Subsetof 83 Calendar Year Plans

Source: Form 5500 Data

Exhibit 5.02C (Small Plans)

Annualized Returns: 2002 - 2011

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

8.0%or Higher (0.6%)
7.5%to 7.9% (0.0%)
7.0%to 7.4% (0.6%)
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Median Annualized Return: 3.89% per Year
Subsetof 169 Calendar Year Plans

Source: Form 5500 Data

This is because larger plans are better able to
diversify their investments than smaller plans, they
have more access to more sophisticated types of
investments, and they also tend to have lower
manager fees. Over the past decade, investments
for larger plans have generally outperformed those
for smaller plans. Because of this, and because of
the economies of scale shown throughout this study,
legislative and regulatory reforms should encourage
plan mergers, where appropriate.

Note that investment fees are analyzed in Section VIlI
of the report.

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

21



Section V: Plan Investments

Expected Returns

When analyzing the actual investment returns (as
done earlier in this section), it is important for users
of this report to keep in mind how they compared
with the returns the plan expected to earn.

Multiemployer pension plans are usually invested in
a well-diversified mix of stocks, bonds, and
alternative investments structured to maximize
returns over the long term while minimizing return
volatility. The actuary to a multiemployer plan must
evaluate its asset mix and, based on expectations of
future returns, develop an assumption for what plan
assets are projected to earn over the long term.

As shown in Exhibit 5.03 below, 92.3% of
construction industry pension plans were using an
investment return assumption between 7.00% and
8.00% per year. About half of the plans were using
an assumption of 7.50%.

In other words, 92.3% of the actuaries for
construction industry pension plans estimated that
their client plans would earn between 7.00% and
8.00% per year on their investments, over the long
term. About half of the actuaries (51.0%) estimated
that their client plans would earn 7.50% per year
over the long term.

Exhibit 5.03 (All Plans)

Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans:
Construction Industry

8.50% or Higher (0.5%) 4
8.25% per year (0.3%) 2
8.00% peryear (9.8%) mmm 75
7.75%peryear (4.7%) M 36
7.50%peryear (51.0%) ————— 390
7.25%peryear (5.1%) M 39
7.00%peryear (21.7%) m———— 166
6.75%peryear (1.8%) I 14
6.50%peryear (3.1%) W 24
6.25% peryear (0.3%)
6.00% peryear (1.0%) |
5.75%peryear (0.1%)
5.50% per year (0.3%)
Lower than 5.50% (0.1%)
Not Specified ™ 41

= N R o N

0 100 200 300 400 500

Median Investment Return Assumption: 7.50%
Total Plans: 805 Source: 2010-2011 Form 5500 Data

\ Technical Note: Investment Return Assumption

The investment return assumption is also known as

the valuation interest rate. This assumption is used

to determine the actuarial liabilities and costs of the
benefits promised under the plan.

In these exhibits, investment return assumptions are
rounded to the nearest 0.25%. Actuaries to 764 of
the 805 plans in the inventory provided the expected
return assumption on the plans’ most recent Form
5500 filings; 41 plan actuaries did not specify the
assumption.

Most construction industry pension plans expect to
earn 7.5% per year on their investments. However,
from 2002 through 2011, the median construction
industry plan earned only 3.94% per year, over that
period. Without regard to cash flows, that produced
a cumulative underperformance of 29% at the end of
the ten-year period.

In other words, as of the end of 2011, the median
construction industry plan had an asset value that
was 29% lower than the plan would have expected
at the beginning of the ten-year period. For most
plans, this shortfall will have to be made up through
higher employer contributions and reduced
employee benefits, in the absence of greater-than-
expected investment returns in the future.

' MCAA Commentary

Given the volatility of investment returns in recent
years, some plans are seeking to “de-risk” their
investments to achieve longer term stability.

De-risking comes with a cost, however. Lower
investment risk generally means lower investment
returns, which means that contributions must be
increased and/or benefits must be reduced in order
to achieve the same funding levels. Many plans
cannot afford this added cost.

Many healthier plans can afford to de-risk their
investments. However, if these plans immediately
de-risk their assets, their legal funding requirements
would suddenly increase.

Legislative changes are needed to allow extended
recognition for de-risking (like the Pension Relief Act
of 2010 provided for 2008 investment losses),
enabling plans to reduce their investment volatility
while keeping their legal funding requirements
manageable.
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Section V: Plan Investments

Differences by Plan Size

Exhibit 5.03A shows the distribution of investment
return assumptions for large plans (asset values of at
least $500 million). In this case, the data show that
the distribution of the return assumptions is much
narrower for large plans than it is for all plans. Of the
79 large plans shown in the exhibit below, every
single one of them was within the range of 7.00% to
8.00% per year. About 60% of large plans used an
assumption of 7.50%.

Exhibit 5.03B shows the distribution of investment
return assumptions for medium plans (asset values
of at least $100 million and less than $500 million),
which is similar to the distribution for large plans. Of
the 219 medium plans shown (excluding the 10 that
did not provide assumptions), about 96% were
within the range of 7.00% to 8.00%, and about 56%
of them used an assumption of 7.50%. There were a
few medium plans (about 4% of them) that used an
assumption outside the 7.00% to 8.00% range.

Exhibit 5.03C shows that there is a wider range of
return assumptions reflected in the data for small
plans (asset values of less than $100 million) than for
the overall population. Still, 89% of small plans used
an assumption in the range of 7.00% to 8.00% per
year, and about 47% of them used an assumption of
7.50%. About 11% of small plans used an
assumption outside of the 7.00% to 8.00% range.

Exhibit 5.03A (Large Plans)

Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans
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6.75% per year (0.0%) -
6.50% peryear (0.0%) -
(
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6.25% peryear (0.0%) -
6.00% per year (0.0%) -
5.75% per year (0.0%) -
5.50% per year (0.0%) -
Lower than 5.50% (0.0%) -
Not Specified -

Median Investment Return Assumption: 7.50%
Total Plans: 79 Source: 2010-2011 Form 5500 Data

Exhibit 5.03B (Medium Plans)

Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

8.50% or Higher (0.5%) 1
8.25% peryear (0.0%) -

8.00% per year (8.2%) 18
7.75% per year (7.3%) 16
7.50% per year (56.2%) 123
7.25% per year (5.5%) 12
7.00% per year (19.2%) 42

6.75% per year (1.4%)
6.50% per year (0.9%)
6.25% peryear (0.0%) -
6.00% peryear (0.9%) 2
5.75% per year (0.0%) -
5.50% per year (0.0%) -
Lower than 5.50% (0.0%) 1 -
Not Specified ® 10

0 100 200

Median Investment Return Assumption: 7.50%
Total Plans: 229 Source: 2010-2011 Form 5500 Data

Exhibit 5.03C (Small Plans)

Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

8.50%or Higher (0.6%) | 3
8.25% per year (0.4%) 2
8.00% peryear (9.9%) mmm 46
7.75%peryear (2.4%) | 11
7.50% peryear (47.2%)
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6.75%peryear (2.4%) B 11
6.50% peryear (4.7%) 22
6.25% peryear (0.4%) 2
6.00% per year (1.3%) 6
5.75% peryear (0.2%) 1
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5.50% peryear (0.4%)
Lower than 5.50% (0.2%)
Not Specified 31

0 100 200 300

Median Investment Return Assumption: 7.50%
Total Plans: 497 Source: 2010-2011 Form 5500 Data
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Section VI: Plan Funding

This section of the report analyzes plan funding levels
over the past decade, as well as the PPA certification
status in recent years. As the results show, plan
funding levels have improved in recent years,
following the 2008 market collapse. Still, there is
much room for further improvement.

Funded Percentages

Before reviewing the results in this section, users
must first understand the various methods that may
be used to calculate funded percentages for
multiemployer pension plans.

For one, under the Pension Protection Act of 2006
(PPA), the funded percentage is calculated as the
ratio of the actuarial value of assets over the
actuarial accrued liability. The actuarial value of
assets usually smooths (averages) prior investment
gains and losses over a five-year period. The
actuarial accrued liability is the value of the accrued
benefits under the plan, measured at a discount rate
that reflects the expected return on plan assets over
the long term. As discussed in the prior section, that
discount rate is usually between 7.00% and 8.00%
per year. Under PPA, a plan that is less than 80%
funded based on this measure will be in endangered
status, or perhaps even critical status.

On the other hand, the 2012 Credit Suisse report on
multiemployer plans calculates funded percentages
differently. Credit Suisse’s so-called “fair value”

Exhibit 6.01 (All Plans)

funded percentage is the ratio of the market value
of assets over the current liability. A plan’s current
liability is measured based on a conservative interest
rate assuming the plan is invested entirely in bonds.

The consensus in the multiemployer plan
professional community is the Credit Suisse
approach is inappropriate because it disregards the
plan’s actual investment allocation, which usually
includes stocks, bonds, and alternative investments.
Most plans have investment allocations that are
expected to earn 200 to 400 basis points per year
more than an all-bond portfolio.

The funded percentages in this section represent the
ratio of the market value of assets over the
actuarial accrued liability. This provides the plan’s
funded percentage at each point in time, without
smoothing prior asset gains and losses, and provides
a consistent comparison from plan to plan.

Note that while the funded percentages this report
are based on the market value of assets, it is
appropriate to use the actuarial value of assets for
purposes of making funding decisions and
calculating contribution requirements under PPA.

The funded percentages shown below are measured
as of the end of the plan year, and only results for
plans with calendar year plan years are included. For
example, funded percentages for 2011 are as of
December 31, 2011.

As shown in Exhibit 6.01 below, the median funded
percentage for multiemployer pension plans in the

Market Value Funded Percentages (End of Year)
Multiemployer Defined Benefit Pension Plans: Construction Industry
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Plan Year Beginning 2002 2003 2004 2005

Number of Plans 360 362 355 364

95th Percentile 101.0% 107.4% 111.9% 111.7%
75th Percentile 80.6% 90.0% 91.3% 91.3%
50th Percentile 724% 803% 81.9% 81.5%
25th Percentile 64.0% 706% 732% 72.6%
5th Percentile 53.4% 60.1% 60.2% 58.3%

2006 2007 2008 2009 2010 2011
372 376 376 368 369 368
119.9% 121.2% 91.6% 101.0% 106.4% 101.6%
95.8% 975% 76.1% 83.5% 87.5% 83.6%
85.1% 86.4% 676% 74.6% 788% 75.1%
76.0% 785% 60.6% 664% 69.7% 65.9%
61.3% 625% 421% 479% 51.1% 45.1%

Source: Form 5500 Data
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Section VI: Plan Funding

construction industry was 72.4% at December 31,
2002, following the investment losses of 2001 and
2002. Positive investment returns for the next few
years brought the median funded percentage up to
86.4% at December 31, 2007.

The historic investment losses during 2008 brought
the median funded percentage down to 67.6% at
December 31, 2008. Positive investment returns
during 2009 and 2010 brought the median funded
percentage back up to 78.8% as of December 31,
2010. Relatively flat returns during 2011, a loss
when compared to expected returns of 7% to 8%,
resulted in a drop in funding levels.

The median construction industry plan was 75.1%
funded at the end of 2011. Just three years earlier,
at the end of 2008, the median plan was 67.6%
funded. That shows improvement following the
market collapse of 2008. However, there is still
much room for further improvement.

Earlier in this report, it was noted that there is a
wide range of variability in plan demographics, cash
flows, and investments. The same goes for funded
percentages. As of December 31, 2011, half of
construction industry plans were between 65.9%
and 83.6% funded (the range between the 25th and
75th percentiles). Five percent of the plans were
101.6% funded or better. Five percent of plans were
45.1% funded or worse.

Technical Note: Actuarial Accrued Liability Data

The actuarial accrued liability is reported as of the
beginning of the plan year on the Schedule B or
Schedule MB of the Form 5500. In general, the
actuarial accrued liability from the succeeding year
is used to calculate the end-of-year funded
percentages. For example, the funded percentage
as of December 31, 2009, uses the actuarial accrued
liability as of January 1, 2010. If the actuarial
accrued liability is unavailable for a given year, the
report uses a one-year “roll-forward” of the prior
year figure.

Note that many plans have changed their actuarial
cost method over the past few years, which may
cause some minor fluctuations in the data. The
aggregate effect of method changes is likely minor.
For consistency, the actuarial accrued liability under
the unit credit cost method (a new item on the
Schedule MB beginning with 2008 plan years) is
used when available.

Differences by Plan Size

The following page shows historical funded
percentages separately for “large” (assets of at least
$500 million), “medium” (assets of at least $100
million and less than $500 million), and “small”
(assets less than $100 million) construction industry
plans. Again, for consistency, only results for plans
with calendar year plan years are included.

In general, plan size does not appear to have much
of a relationship to the median funded percentages
or the historical pattern of the funded percentages.
However, there are a few differences to note.

One, it was noted earlier that it appears that smaller
plans weathered the market collapse of 2008 better
than medium and large plans. In other words, net
investment losses in 2008 for small plans weren’t as
great as they were for medium and large plans. This
trend also is reflected in the funded percentages.
The decline in funded percentages following the
2008 investment losses wasn’t as great for small
plans (a decline of 17.5 percentage points) as it was
for medium (20.0 points) and large (23.7 points)
plans.

Two, as with other plan characteristics analyzed in
this report with respect to the three plan size
categories, there is much greater variability among
the funded percentages for small plans than for
medium or large plans. For example, as of
December 31, 2011, 90% of large plans were
between 56.1% and 91.4% funded (the range
between the 5th and 95th percentiles). For small
plans, the same range was 40.9% to 106.0% funded.
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Exhibit 6.01A Market Value Funded Percentages (End of Year)
(”Large” Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans
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PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 41 41 40 42 41 42 42 42 42 42
95th Percentile 88.8% 97.3% 102.9% 101.2% 112.6% 106.7% 823% 913% 96.4% 91.4%
75th Percentile 78.3% 86.7% 89.9% 89.6% 93.8% 952% 72.6% 80.7% 852% 81.8%
50th Percentile 70.8% 79.7% 81.9% 82.4% 86.7% 89.0% 653% 717% 754% 72.0%
25th Percentile 650% 70.8% 74.6% 755% 803% 8l4% 60.5% 66.4% 69.6% 66.0%
5th Percentile 59.6% 63.0% 63.0% 625% 702% 71.4% 55.1% 57.4% 60.0% 56.1%
CalendarYearPlans Only Source: Form 5500 Data
Exhibit 6.01B Market Value Funded Percentages (End of Year)
(”Medium” Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
130%
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70% - .-
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PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 100 98 95 100 102 102 101 103 105 104
95th Percentile 920% 987% 102.1% 102.1% 106.7% 108.8% 84.0% 92.4% 983% 94.9%
75th Percentile 76.9% 87.6% 88.6% 87.8% 91.9% 92.6% 73.0% 79.8% 849% 81.7%
50th Percentile 723% 80.1% 82.0% 81.6% 84.9% 862% 662% 727% 77.6% 73.7%
25th Percentile 62.5% 705% 702% 73.3% 767% 79.7% 60.7% 66.8% 716% 68.0%
5th Percentile 56.6% 632% 63.1% 623% 654% 67.8% 519% 59.9% 62.7% 59.5%
CalendarYearPlans Only Source: Form 5500 Data
Exhibit 6.01C Market Value Funded Percentages (End of Year)
(“Small” Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans
130%
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110% +— 0 —
10% +— 0 — 0 — 00— —— = B B
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PlanYear Beginning 2002 2003 ~ 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 219 223 220 222 229 232 233 223 222 222
95th Percentile 103.0% 1143% 117.0% 118.8% 127.1% 127.5% 95.1% 102.2% 109.6% 106.0%
75th Percentile 82.0% 929% 94.7% 93.8% 99.2% 98.7% 78.0% 86.2% 90.4%  86.0%
50th Percentile 73.0% 80.6% 81.7% 813% 852% 86.2% 687% 762% 803% 76.1%
25th Percentile 64.4% 707% 734% 723% 752% 77.7% 603% 663% 68.5% 63.8%
5th Percentile 48.7% 589% 56.2% 533% 56.4% 59.2% 39.0% 41.3% 43.4% 40.9%

CalendarYear Plans Only

Source: Form 5500 Data
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PPA Certification Status

Under PPA, a multiemployer pension plan’s actuary
must certify the plan’s status based on certain tests
at the beginning of every plan year.

In simplified terms:

e Anplanisin critical status (“red zone”) if it is
projected to have a deficiency in its funding
standard account in the next four years (five
years if the plan is less than 65% funded or if
other conditions are met).

e Aplanisin endangered status (“yellow zone”) if
it is less than 80% funded or if it is projected to
have a deficiency in its funding standard account
in the next seven years. If both of those criteria
are true, then the plan is in seriously
endangered status (“orange zone”).

e Aplanisin neither critical status nor
endangered status (i.e., it is in the “green zone”)
if none of the above criteria are met.

Technical Note: Funding Standard Account

_

The funding standard account (FSA) is a notional
account used to determine minimum required
contributions under ERISA. To the extent that actual
contributions exceed the requirements as
determined by the FSA, the account will build up a
credit balance. On the other hand, if contributions
fall short of the FSA requirements, the credit balance
will deteriorate. Once the credit balance is gone,
there is a deficiency in the FSA. Most of the criteria
for avoiding endangered status or critical status
under PPA (as well as for developing funding
improvement plans or rehabilitation plans) involve

avoiding deficiencies in the FSA.

Exhibit 6.02 summarizes the PPA certification
statuses, as reported by each construction industry
plan on its Form 5500 filings for the 2009, 2010, and
2011 plan years. Data on PPA status were not
available for the 2008 plan year (the first year for
which PPA rules applied to multiemployer plans) as
information from the Form 5500 Schedules MB was
not recorded electronically.

Of the 800 plans in the inventory that have a Form
5500 filing for the 2009 plan year, 721 reported their
PPA status, and 79 did not. Of the 721 plans that
reported a status, 38.6% were in the green zone,
35.3% were in endangered status or seriously
endangered status, and 26.2% were in critical status.

The PPA certification statuses for the 2009 plan year
came immediately after the 2008 investment losses,
and before the vast majority of plans had begun to
take action to improve their funded statuses.
Therefore, these statuses represent where
construction industry plans stood at (about) their
lowest points.

Moving from 2009 to 2010, and again from 2010 to
2011, the percentage of plans in the green zone
increased, and the percentage of plansin
endangered status, seriously endangered status, and
critical status all decreased year over year.

Exhibit 6.02

Distribution of PPA Certification
Multiemployer Defined Benefit Pension Plans:
Construction Industry
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Plan Year 2009 2010 2011

E GreenZone 38.6% 55.9% 63.5%

Endangered 25.7% 19.9% 18.8%

@ Seriously Endangered 9.6% 3.7% 1.0%

M Critical 26.2% 20.6% 16.6%
Plans with Status 721 725 674
Plans with No Status 79 78 63

Source: Form 5500 Data

From the 2009 plan year to the 2011 plan year, many
plans moved to a better PPA status. Most plans had
investment gains during their 2009 and 2010 plan years,
which was a major contributing factor to these changes.
Pension relief and corrective actions taken by plan
trustees (and subsequently, bargaining parties) are other
contributing factors.

Correcting Funding Shortfalls under PPA

If a plan is certified to be in endangered status
(yellow or orange zones), then under PPA, its
trustees will be required to propose a “funding
improvement plan” designed to reduce the plan’s
underfunding by one-third over a ten-year period,
while also avoiding deficiencies in the funding
standard account.
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If a plan is certified to be in critical status (red zone),
then PPA requires its trustees to adopt a
“rehabilitation plan” designed to enable the plan to
emerge from critical status over a ten-year period.

When the trustees of a plan are adopting either a
funding improvement plan or a rehabilitation plan,
they must consider both increases to employer
contributions as well as reductions to participant
benefits as measures to correct the funding shortfall
over time.

Once the trustees have adopted either a funding
improvement plan or a rehabilitation plan, the
employers and the unions (the “bargaining parties”)
must select one of the “schedules” of contribution
increases and/or benefit reductions set forth in the
plan adopted by the trustees. If the bargaining
parties do not reach an agreement on which
schedule to choose within a certain amount of time,
the so-called “default schedule” will be imposed
upon them, which usually reduces benefits to the
maximum extent allowed by law.

The trustees of plans that are in the green zone are
not required under PPA to propose funding
improvement plans or rehabilitation plans.
Nevertheless, it is widely reported that many of
them are considering increases to employer
contributions and reductions to participant benefits
as a way to ensure against future volatility.

For example, a plan that was 76% funded on a
market value of assets basis as of December 31,
2009 (the median funded percentage as of that date
for all construction industry plans) may still be 90%
funded or better on the basis of the smoothed
actuarial value of assets, under PPA. Such a plan
might be in the green zone by PPA standards, but its
trustees may still recognize that actions are needed
to correct the plan’s funding shortfall.

Tax-Deductible Limits

For plan years beginning in 2002 and later, the
maximum contribution amount that participating
employers can consider to be tax-deductible was
significantly increased. (This was part of the
Economic Growth and Tax Relief Reconciliation Act
of 2001, or “EGTRRA.”) The higher deductibility
limits were further codified under PPA.

Under current rules, contribution maximums are
based on 140% of the current liability. This
effectively means that all employer contributions to

multiemployer plans will be tax-deductible, unless
the plan is unusually over-funded.

Prior to 2002, tax-deductible limits were much
lower, based on 100% of the current liability. The
lower limits prevented most multiemployer plans
from building up any meaningful cushions to protect
against tough times ahead. The lower pre-2002
deductibility limits are often regarded as a
contributing factor to the volatility in funding levels
resulting from investment losses in 2001 and 2002,
and again in 2008 and early 2009.

Funding Relief: WRERA 2008

In the wake of the investment losses of 2008,
Congress passed the Worker, Retiree, and Employer
Recovery Act of 2008 (WRERA 2008). WRERA 2008
allowed trustees of multiemployer plans a one-time
opportunity to delay action in correcting funding
shortfalls.

For example, if a plan was in the green zone under
PPA for the 2008 plan year, the trustees of that plan
could elect to remain in the green zone for the 2009
plan year, even if the 2008 investment losses would
have otherwise put the plan in critical status or
endangered status. Many called this “pressing the
pause button.”

There were two main reasons that a plan’s board of
trustees would elect to press the pause button.

One, the trustees may have expected there would be
a market bounce-back in 2009 (there was), which
would make funding targets easier to meet a year
later. Two, the trustees may have been seeking
more time to piece together what would no doubt
be a very difficult action plan to correct a very large
funding shortfall.

| Observation: WRERA 2008

Anecdotal evidence is that, in the wake of 2008
investment losses, most boards of trustees elected
to “press the pause button” under WRERA. That
enabled them to delay action for one year and avoid
having to adopt funding improvement plans or
rehabilitation plans during 2009. As a result, many
action plans to correct funding shortfalls were
adopted in 2010, with contribution rate increases
and benefit reductions first taking effect in 2011.
Because of this timing, the figures in this report do
not fully reflect the effects of recently adopted
contribution rate increases and benefit reductions.
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Funding Relief: Pension Relief Act of 2010

In June 2010, Congress passed the Pension Relief Act
of 2010. Among other things, this Act provided
special rules allowing multiemployer pension plans
to recognize the unprecedented investment losses
from 2008 over a longer period of time, for purposes
of determining funding requirements under PPA.
The decision to elect funding relief, if any, had to be
made by mid-2011 at the latest.

If elected by the plan’s trustees, the special rules
would affect either or both of the plan’s actuarial
value of assets and its funding standard account. It
is important to keep in mind that while the special
rules were designed to lower the plan’s funding
requirements under PPA, they will not actually
improve the plan’s true funded status. In other
words, the special funding relief rules don’t put one
extra dollar into the plan’s assets, and they don’t
result in one less dollar being paid out in benefits.

There is no box to check on the Form 5500 indicating
whether or not a plan elected funding relief. The
special funding relief rules were first made available
in 2010, but if elected, they were effective
retroactive to 2009. In other words, the special rules
generally would not be reflected in the 2009 Form
5500, but if elected, they would be reflected in the
2010 Form 5500 and would be effective retroactive
to 2009. Therefore, it can be deduced that a plan
elected funding relief if there was an otherwise
unexpected change in its funding standard account
credit balance from the 2009 plan year to the 2010
plan year.

Exhibit 6.03 shows the estimated number of
construction industry plans that elected to use the
special rules.

Exhibit 6.03

Funding Relief Elections (Estimated)
Construction Industry Plans
Plan Years Beginning January through April

PPA Status: All Elected % Elected
2009 Plan Year Plans Relief Relief
137 71 51.8%
Endangered 97 68 70.1%
Seriously Endangered 32 23 71.9%
93 3 785%
TOTAL 359 235 65.5%

As shown in Exhibit 6.03, it is estimated that roughly
66% of construction industry plans elected funding
relief. The percentage is higher for plans that were
in critical status or endangered status than for plans
that were in the green zone.

Note that Exhibit 6.03 includes only plans for which
Form 5500 data were available for both the 2009
and 2010 plan years, and which have plan years
beginning in January through April.

| Technical Note: Effect of Relief on 2010 PPA Status

It is difficult to discern the effects of funding relief on
the PPA status of a plan using the available data.
When most plan actuaries completed their PPA
status certifications for the 2010 plan year, funding
relief was not yet available. Further, though funding
relief applied retroactively to 2009, guidance from
the IRS indicated that, in general, the 2010 PPA
status certifications should not be revised.

Therefore, it is expected that the vast majority of
PPA statuses for 2010 in the inventory do not reflect
any effects of funding relief.

It is often (and correctly) noted that a plan’s decision
to use the special funding relief rules under the
Pension Relief Act of 2010 did not actually improve
the plan’s true funded status.

However, it is also important to note that the special
rules allowed plan trustees to develop meaningful
action plans to correct their funding shortfalls over a
longer period of time. Without the relief, some
plans would have been forced to take unnecessarily
severe corrective action that would have been
crippling to employers, and in turn, the plans
themselves.

\ MCAA Commentary

After electing funding relief, many plans will be in
the green zone under PPA. However, that should
not be taken to mean that all of these green zone
plans are in good shape and don’t need further
corrective action. PPA has provided a framework for
plans in endangered status and critical status to
improve or rehabilitate plan funding over time.
However, further legislative changes are needed to
provide plan trustees and bargaining parties with
more flexibility and more tools to resolve funding
shortfalls in the future.
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This section of the report analyzes annual plan costs
and compares them with employer contributions. To
the extent that employer contributions exceed plan
costs in a given plan year, the plan’s funded status is
expected to improve. To the extent that employer
contributions fall short of plan costs, then the plan’s
funded status will deteriorate.

Annual Plan Costs

There are three key components used in
determining the annual “cost” of a pension plan:

1. The cost of the benefit accruals, in other
words, the benefits that will be earned by
plan participants in the coming year.

2. The cost of operating the plan for the year.

3. The cost of paying down some portion of the
plan’s unfunded accrued liability, in other
words, the shortfall between the plan’s assets
and its past service liabilities.

Of course, future plan experience —including and
especially investment returns — is the most
significant determinate of the plan’s costs. For
example, if investment returns are poor, then the
cost of paying down some portion of the plan’s
unfunded accrued liability (the third cost component
above) will increase.

As the trustees of different multiemployer plans
developed action plans in 2009 and 2010 to improve
their plans’ funded statuses, they considered these
three cost components in setting the appropriate
level of future contribution rates.

As previously described, under PPA, trustees are
required to incorporate different “schedules” of
increases in employer contribution rates and/or
reductions in participant benefits when designing a
funding improvement plan or rehabilitation plan.
After the schedules are adopted by the trustees,
employers and unions (the “bargaining parties”)
must select one of the schedules in collective
bargaining.

| Technical Note: Costs Per Active Participant

Plans often express employer contributions as
dollars and cents per hour, and therefore, it often
makes sense to express plan costs as dollars and
cents per hour as well.

However, the number of hours worked (or other
base unit for employer contributions) is not reported
on the Form 5500. While the number of active
participants for most construction industry plans has
not dramatically declined over the past decade, the
number of hours worked per active participant may
have. This information cannot be discerned from
the Form 5500 filings.

Moreover, it is difficult to choose a single hours-
worked assumption that would be applicable to all
construction industry plans. Some plans have active
participants who work 1,800 or 2,000 hours per year
on average. Other plans (especially those in colder
regions) might be seasonal and have average hours
in the range of 1,000 to 1,200 per year.

For these reasons, this section of the report
examines costs and contributions on a per active
participant basis rather than on an hourly basis.

The following pages review each of the components
of annual plan costs. The focus will first be on results
for all construction industry plans. Selected exhibits
for large, medium, and small plans are included

together at the end of this section.
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Cost of Benefit Accruals However, note the costs of benefit accruals per

. . active participant generally decreased from 2009 to
The first component of the annual plan costs is the 2010, and again from 2010 to 2011.
cost of benefit accruals for the coming year (also
known as the “normal cost”). Exhibit 7.01 shows This was likely due to the effects of many plans
how the normal cost has changed over the past reducing the rate of benefit accruals as part of an
decade. For consistency in timing, the focus is again action plan to improve plan funding levels.

on plans with calendar year plan years.
It is important to note that, as participant

Technical Note: Normal Cost Data populations get older, the plan’s normal cost will

The normal cost is reported on the Schedule B (or Increase per fjollar Pf beneflt.earned. This s l'kEIY a
major factor in the increases in the costs of benefit
MB) to the Form 5500. Generally, the normal cost .
. . accruals from 2002 through 2009. Increases in costs
includes a load for expected operating expenses. . . .
. ; due to aging may also partially offset decreases in

However, this analysis backs out the load for - : . .

. normal cost resulting from reductions in benefit
operating expenses to focus solely on the cost of

. ; accrual rates.

benefits being accrued each year.

Also note that many plans have changed their Observation: Cost of Benefit Accruals
actuarial cost method over the past few years,
which may cause some minor fluctuations in the
data. The aggregate effect of method changes is
expected to be minor. If the normal cost is
unavailable for a given year (including as of January
1, 2008, for all plans), the average of the normal
costs from prior and succeeding plan years was
used.

The costs of benefit accruals, per active participant,
increased steadily over the period from 2002
through 2009. However, the costs decreased in
2010 and 2011, likely due in large part to reductions
in benefit accrual rates, as part of broader action
plans to improve funding levels.

In general, normal costs increased modestly over the
past decade. For example, the median normal cost
was $2,091 for 2002, and it was $2,269 for 2011,
with some fluctuations year by year.

Exhibit 7.01
Cost of Benefit Accruals per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry
$15,000
$10,000
$5,000 -+— —
= . e e . [ | [ o [, | |
o | M O M M e N N =
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile 5100 6,202 5266 5873 6083 6259 6684 7,823 7347 6,346
75th Percentile 2,976 3,113 3,035 3,078 3,138 3,283 3518 3,893 3,677 3,434
50th Percentile 2,091 2,110 2,149 2,060 2,034 2,186 2,289 2,576 2,386 2,269
25th Percentile 1,309 1,38 1,353 1,322 1,302 1,350 1,401 1,615 1,478 1,347
5th Percentile 455 396 447 437 412 514 381 433 505 316
Calendar YearPlans Only Source: Form 5500 Data
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Cost of Operating the Plan

Exhibit 7.02 below shows operating expenses paid
over the past decade by construction industry plans
with calendar year plan years. This is the second
component of the annual cost of plan funding.
Again, costs are shown on per active participant
basis. Operating expenses include the cost of
administration, fees paid to professionals (such as
for attorneys, auditors, actuaries, and consultants),
and insurance and PBGC premiums. They exclude
investment fees.

As shown below, operating costs per active
participant have risen over the past decade. For
example, note that median costs have increased
from $363 to $550 per active participant, from 2002
to 2011. This amounts to a 51.5% increase over the
period, or an average increase of 5.2% per year.

At first glance, the rate at which operating expenses
have increased over the past decade may seem high.
However, it is very important to note that the cost of
operating a pension plan is not directly related to
the number of active participants in the plan.
Rather, it is more closely related to the number of
total participants, including those who are inactive
or retired. There are still costs associated with
participants after they stop working and are no
longer active, such as maintaining their records,
sending them notices, and eventually putting them
into payment status.

When operating expenses are expressed on a per-
participant basis (including inactive and retired
participants, not just active participants), the rate of
increase is actually very modest (see Section VIII).
However, here, for purposes of determining annual
plan costs, costs are expressed on a per active
participant basis.

As shown in the discussion of demographics in
Section Il of the report, the ratio of active
participants to inactive participants for most
construction industry plans has declined significantly
over the past decade. In other words, there are
fewer active participants across whom to spread
operating expenses. At the same time the total
number of participants has been increasing. The
combined effect of these trends is a big reason why
each active participant’s share of the plan’s total
operating expenses has increased over the past ten
years.

See Section VIl of the report for more detailed
information on plan operating expenses, including a
comparison of operating expenses for large, medium
and small plans.

Exhibit 7.02
Operating Expenses per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry
$3,000
$2,500 —
$2,000 —
$1,500 —
$1,000 +— —
~ - B
w0 | fi— i e
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile 1,231 1,381 1651 1,530 1,725 1,903 2,214 2,053 2,296 2,531
75th Percentile 552 595 666 647 713 728 753 818 895 913
50th Percentile 363 363 392 399 417 427 450 496 534 550
25th Percentile 209 225 241 246 283 282 282 337 360 365
5th Percentile 108 109 123 127 140 158 146 187 191 210

CalendarYear Plans Only

Source: Form 5500 Data
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Cost of Unfunded Liabilities

The third component of annual plan costs is paying a
portion of the unfunded accrued liability. This is
commonly called the “amortization payment.”

The unfunded accrued liability is the amount by
which the plan’s asset value falls short of its actuarial
accrued liability. In this analysis, the plan asset value
is the market value of assets. (Under PPA, the
actuarial value of assets would be used.) The
actuarial accrued liability is the value of all benefits
that are attributable to past service (service already
earned as of the date the liability is measured).

Exhibit 7.03 shows the cost of a 15-year amortization
of unfunded accrued liabilities. In other words,
these costs show what it would take for a plan to
pay down its entire unfunded liability in equal
installments (per active participant) over 15 years.

The median annual cost of the unfunded liabilities
was $1,892 per active participant in 2002. That cost
included the market losses of 2001, and it increased
again following the losses of 2002. Stable and
favorable investment returns over the next few
years brought it down to $1,761 per participant for
the plan year beginning January 1, 2008. The annual
cost skyrocketed following the investment losses of
2008. For 2011, following the investment gains of
2009 and 2010, the median annual cost of unfunded
liabilities is $5,005 per active participant.

Note that the median cost of the unfunded accrued
liability is much higher than the median costs for
benefit accruals and operating expenses of $2,269
and $550, respectively.

Observation: Cost of Unfunded Liabilities

The annual cost of paying down unfunded past
service liabilities skyrocketed following the market
collapse of 2008. Now, the cost of unfunded past
service liabilities exceeds the costs of future benefit
accruals and operating the plan.

Technical Note: 15-Year Amortization Period

When determining a schedule over which to pay
down a plan’s unfunded accrued liabilities, many
different payment (amortization) periods could be
deemed appropriate.

In general, the more mature the plan, the shorter
the amortization period should be. For example, a
10-year period might be appropriate for a very
mature plan, and a 20-year period might be more
appropriate for a younger plan that has a very high
ratio of active participants to inactive participants.
This analysis uses a 15-year amortization period for
simplicity.

Note that under PPA, changes in the unfunded
liability are generally amortized over a period of 15
years. However, the net outstanding amortization
period under PPA may be more or less than 15 years,
depending on a number of factors.

Exhibit 7.03
Cost of Unfunded Liability per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry

$25,000

$20,000

$15,000

$10,000 m —
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$5,000 . . [ ] s mamm }
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($5,000)
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile 5690 8797 7,795 8203 9,093 8735 9,126 15491 15063 14,687
75th Percentile 3214 5296 4325 4,257 4,281 3,696 3543 9,856 8531 7,710
50th Percentile 1,892 3,525 2,440 2,297 2,459 1999 1,761 5823 5351 5,005
25th Percentile 633 1,822 1,173 969 919 476 404 3372 2,849 2,373
5th Percentile (1,163) (100)  (583) (1,065) (1,095) (2,552) (1,941) 1,141 464 (104)

CalendarYearPlans Only Source: Form 5500 Data
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Adjustable Benefits

Prior to the passage of PPA, plans were prohibited
from reducing benefits that participants had already
accrued. When PPA became effective in 2008, it
provided a special rule that allowed plans in critical
status to reduce or eliminate so-called “adjustable
benefits” (such as early retirement benefits) as part
of a rehabilitation plan. A participant’s accrued
benefit payable at his or her normal retirement date
was still protected, as were benefits already being
paid to retirees. Nevertheless, the ability to reduce
adjustable benefits provided the trustees of plans in
critical status with a meaningful tool that could be
used in rehabilitating plan funding.

In total, 222 plans in the construction industry
indicated that they were in critical status for at least
one plan year from 2009 through 2011. Of those
222 plans, 114 of them (51.4%) indicated on their
Form 5500 that adjustable benefits were reduced or
eliminated as part of a rehabilitation plan.

Unfortunately, data are not available for the 2008
plan year. Furthermore, Form 5500 data cannot be
used to determine the effects of the adjustable
benefit reductions on the unfunded accrued
liabilities. Therefore, it is impossible to paint a
complete picture of which plans reduced or
eliminated adjustable benefits or to quantify the
impact of the reductions.

\ MCAA Commentary

The ability to reduce or eliminate adjustable benefits
is the only legally accessible means for a plan (and
only if the plan is in critical status) to significantly
and immediately reduce its unfunded past service
liability. Legislative changes are needed to allow
plan trustees and bargaining parties more flexibility
and additional tools to address unfunded past
service liability.

Employer Contributions

As the previous exhibits have shown, annual plan
costs are on the rise. These increasing costs must be
covered by increased contributions.

Exhibit 7.04 below shows the amounts of employer
contributions, per active participant, over the past
decade. In nearly every year, contributions have
increased over the prior year. Increases from 2002
to 2003 were modest. However, contributions
increased more significantly in the following years.
This was likely due to action taken by plans to
correct the funding shortfalls brought on by the
investment losses from 2001 and 2002, and then
again in 2008.

There was actually a small decrease in the average
contribution per active participant from 2008 to
2009. This may seem like an unusual result at first.
However, consider that the vast majority of plans did
not begin to increase employer contribution rates in
the wake of 2008 investment losses until after 2009
had ended. Also consider that these contribution

Exhibit 7.04
Employer Contributions per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry

$25,000
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PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile 8,682 9,363 9,270 10,641 12,545 13,897 15568 15464 17,497 17,321
75th Percentile 5648 5761 6067 6729 7365 8330 9270 9,080 9,922 11,224
50th Percentile 4,034 4,150 4,424 4919 5498 5927 6,367 6282 6,884 7,552
25th Percentile 2,425 2,606 2,821 2952 3390 3,674 3,866 3,993 4,444 4,795
5th Percentile 999 906 977 1,136 1,407 1,489 1571 1,486 1,760 2,291

CalendarYearPlans Only

Source: Form 5500 Data
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figures are based on the contribution rates in effect
as well as hours worked. So, for example, any
declines in the number of hours worked in 2009
versus 2008 would contribute to a decline in the
contributions per active participant.

There was a significant increase in contributions
from 2009 to 2010, and again from 2010 to 2011,
likely a result of some plans beginning to require
higher employer contribution rates, offsetting
continued declines in work levels.

Contributions per active participant may continue to
increase in 2012 and beyond, as many boards of
trustees designed funding improvement plans and
rehabilitation plans that spread contribution rate
increases over multiple future years.

Contributions vs. Costs

As described earlier, to the extent that employer
contributions exceed the plan’s annual costs, the
plan is generally expected to get better funded over
time. If employer contributions do not cover annual
costs, then the plan is generally expected to get
worse funded over time (or perhaps funding will
improve very slowly or remain flat over time).

Exhibit 7.05 shows the differences between
contributions and plan costs from 2002 through
2011. Positive numbers indicate contributions
exceed costs; negative numbers indicate costs
exceed contributions.

For the median plan, contributions barely exceeded
annual costs in 2001 (not shown below). Following
the asset losses of 2001 and 2002, contributions fell
short of plan costs for the median plan for the next
few years.

By 2006, investment gains had improved plan
funding (in other words, reduced plan underfunding)
sufficiently for contributions to once again exceed
plan costs for the median plan. That changed after
the investment losses in 2008. Following the
investment gains of 2009 and 2010, contributions in
2011 still fell short of plan costs for the year, but by
a much smaller margin than in prior years.

Further increases in employer contributions for 2012
and beyond may be expected, perhaps accompanied
by further reductions in the cost of benefit accruals.
Therefore, in the coming years (and barring future
investment losses or significant drops in work levels),
the median plan may once again have contributions
that exceed plan costs. In other words, the median
plan in the construction industry will likely be on
track to getting better funded.

| MCAA Commentary

Construction industry plans have had a challenging
decade, with worsening demographics and
investment losses. Several plans have taken action
to improve their funding using the tools available
under current law. Nevertheless, legislative changes
are needed to allow plan trustees and bargaining
parties greater flexibility to bring stability to these
plans and to restore their vitality for the future.

Exhibit 7.05
Contributions vs. Costs per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry
$10,000
$5,000 —
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($20,000)
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile 3620 1541 2,267 3,112 3,636 5137 6,540 1,848 4,005 5,497
75th Percentile 261 (707) 125 564 1,003 2,014 2,824 (1,190) 15 1,429
50th Percentile (433) (1,940) (878)  (289) 39 865 1,222 (3,095) (1,633) (460)
25th Percentile (1,572) (3,708) (2,143) (1,539) (1,201) (247)  (35) (5,388) (4,004) (2,424)
5th Percentile (3,765) (7,233) (5,884) (5475) (4,723) (2,534) (3,315) (13,999) (9,301) (8,276)

CalendarYearPlans Only

Source: Form 5500 Data
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Differences by Plan Size

The following pages show selected exhibits for
“large” (assets of at least $500 million), “medium”
(assets of at least $100 million and less than $500
million), and “small” (assets less than $100 million)
construction industry plans. Again, for consistency,
only plans with calendar year plan years are
included.

Commentary is included below.

Normal Cost of Benefits (Exhibits 7.01A-C):

e Ingeneral, it appears that large and medium
plans have higher normal costs per active
participant than small plans. This may imply
that large and medium plans have higher
benefit accrual rates (for those plan years) than
small plans.

e It may also imply that large and medium plans
have older active participants on average than
small plans; older active participants tend to
have higher normal costs than younger
participants. Unfortunately, there is not enough
information in the Form 5500 to confirm this.

e Note that the 95th percentile results are
somewhat volatile and may be affected by a
variety of factors. Not much stock should be put
into those numbers.

Cost of Unfunded Liabilities (Exhibits 7.03A-C):

e Ingeneral, it appears that large and medium
plans have higher costs of unfunded liabilities,
per active participant, than small plans. This
may imply that large and medium plans have
generally higher benefit accrual rates (for past
service) than small plans.

e The range of results is greater for small plans.
The 95th percentile (highest) costs for small
plans rose dramatically after 2008. There is a
higher percentage of small plans with no
unfunded liabilities (negative cost) than for large
or medium plans.

Employer Contributions (Exhibits 7.04A-C):

e Ingeneral, changes in employer contributions
per active participant over the past decade have
followed the same pattern, regardless of the
size of the plan. In general, contributions per
active participant increased through the decade,
with a small decrease from 2008 to 2009, and
then significant increases in 2010 and 2011.

e The median contributions per active participant
were higher for medium plans than for small
plans and large plans.

e The range of contributions was wider for large
plans than for medium or small plans. (This
contrasts with other results analyzed in this
report, for which small plans usually have wider
ranges of results.)

Contributions vs. Costs (Exhibits 7.05A-C):

e As with most other statistics, there is a wider
range of results for small plans than for large or
medium plans.

e large plans appear to have more of a gap
between contributions and plan costs in 2010
and 2011 than medium or small plans. This
appears to be related to the fact that large plans
generally have a higher cost of benefit accruals
than small plans.

e Medium plans have higher accrual costs, but
that is offset by higher employer contributions.
For 2011, median contributions per active
participant for medium plans exceeded plan
costs.
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Exhibit 7.01A Cost of Benefit Accruals per Active Participant
(Large Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans
$15,000
$10,000 —
$s000 —PO0— o —f —
= | | o || | | . | - [ o] =
ECECEE

S0
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Number of Plans 41 41 40 42 41 42 42 42 42 42
95th Percentile 5813 7,281 8707 10,165 9,675 7,980 8102 12,531 11,031 9,114
75th Percentile 3,778 3,697 3,666 3918 3,974 3,945 4,178 4,304 4,472 4,391
50th Percentile 2,409 2,464 2,742 2527 2,598 2,696 2,887 3,458 3,160 2,578
25th Percentile 1,820 1,777 1,945 1,864 1,888 1861 1697 1957 1,833 1,822
5th Percentile 591 581 660 658 497 733 476 551 988 921
CalendarYearPlans Only Source: Form 5500 Data
Exhibit 7.01B Cost of Benefit Accruals per Active Participant
(Medium Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
$15,000
$10,000
$5000 +— —rf —— — — — —0
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$0
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Number of Plans 100 98 95 100 102 102 101 103 105 104
95th Percentile 5994 7,053 5442 6337 6061 6603 6280 7657 7,732 5777
75th Percentile 3,318 3,619 3,704 3,481 3,527 3,862 3,943 4,407 4,162 4,028
50th Percentile 2,400 2,506 2,434 2349 2,465 2,554 2,598 2,835 2,835 2,744
25th Percentile 1688 1,756 1,725 1644 1616 1505 1,622 1,950 1,586 1,620
5th Percentile 994 1,135 1,079 1,081 990 1,022 864 894 836 791
CalendarYear Plans Only Source: Form 5500 Data
Exhibit 7.01C Cost of Benefit Accruals per Active Participant
(Small Plans) Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans
$15,000
$10,000
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PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Number of Plans 219 223 220 222 229 232 233 223 222 222

95th Percentile 4,481 4,875 4,334 4,482 4846 5419 6,491 6922 5884 5500

75th Percentile 2,721 2,672 2,719 2,691 2,788 2,988 3,018 3,428 3,266 2,991

50th Percentile 1,875 1,860 1,897 1,814 1,845 1,887 2,123 2,354 2,203 2,057

25th Percentile 1,169 1,237 1,179 1,117 1,144 1,200 1,258 1,505 1,330 1,229

5th Percentile 259 154 215 275 319 347 258 315 447 45
CalendarYear Plans Only Source: Form 5500 Data
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Exhibit 7.03A
(Large Plans)

Exhibit 7.03B
(Medium Plans)

Exhibit 7.03C
(Small Plans)

Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans

$25,000
$20,000
$15,000
$10,000
$5,000
S0

($5,000)
Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

Cost of Unfunded Liability per Active Participant

2002
a1
4,899
3,028
1,655
575
(2,367)

CalendarYear Plans Only

2003
41
7,361
5,552
3,710
2,209
946

2004
40
5,711
3,728
2,632
1,474
482

2005
42
5,876
3,201
2,006
981
(352)

2006
41
5,368
3,637
2,236
1,285
(153)

2007
42
6,462
3,004
1,478
844
(1,363)

(1,285)

2009
42
14,501
10,633
6,668
4,534
1,948

2010
42
14,008
9,406
6,378
3,498
1,868

2011
42
13,746
8,500
5,906
3,328
1,070

Source: Form 5500 Data

Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
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Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
Sth Percentile

Cost of Unfunded Liability per Active Participant

2002
100
5,732
3,359
2,244
1,129
(231)

CalendarYear Plans Only

2003
98
8,415
5,581
4,152
2,549
975

2004
95
6,695
4,795
2,912
1,524
106

2005
100
8,376
4,320
2,735
1,479
(165)

2006
102
7,877
4,630
2,674
1,580
(215)

2007

102
7,469
3,380
2,179
1,193
(1,066)

2008

101
7,274
3,908
2,009
1,122
(1,823)

| | [
2009 2010
103 105
15,428 14,528
10,488 8,968
6,821 6,331
4,629 4,035
2,386 2,057

2011
104
13,010
7,644
5,404
3,302
1,380

Source: Form 5500 Data

Cost of Unfunded Liability per Active Participant

Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans
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($5,000)
Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile

Sth Percentile

5,787
3,211
1,656
462
(1,162)

CalendarYearPlans Only

2003
223
9,019
4,950
3,268
1,508
(210)

2004
220
9,154
4,252
2,081
679
(1,143)

2005
222
8,577
4,139
2,108
534
(1,517)

2006
229
9,635
4,134
2,420
526

(1,905)

2007
232
9,149
3,695
1,723
188
(3,216)

2008
233
10,095
3,258
1,689
141
(2,665)

2009
223
15,772
9,312
5,134
2,718
645

2010
222
15,487
8,037
4,684
1,894
266

2011
222
16,071
7,683
4,083
1,649
(412)

Source: Form 5500 Data
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Exhibit 7.04A
(Large Plans)

Exhibit 7.04B
(Medium Plans)

Exhibit 7.04C
(Small Plans)
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Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

Employer Contributions per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans

I
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
41 41 40 42 41 42 42 42 42 42
9,093 8,126 8173 10471 12,821 14,499 15518 16,904 19,588 20,729
5696 5884 6065 6712 6943 8367 9,101 9,784 10,505 11,431
4,669 4874 5322 5617 5998 6,768 6,675 6397 7,477 7,624
2,739 2,899 3,430 3,471 4,154 4,637 4,406 4,523 5266 5385
1359 1272 1,750 1,743 1,861 2,105 2,059 2,341 2,248 2,387

Source: Form 5500 Data

CalendarYearPlans Only

Employer Contributions per Active Participant

Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans
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Plan Year Beginnin%
Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile

5th Percentile

[

2002 2003 2004 2005 2006 2007 2008 2009
100 98 95 100 102 102 101 103
9,294 9,653 10,562 10,802 15375 16,017 18,545 15,908
6600 6,584 6926 7,513 8263 9,524 10,495 10,171
5161 5348 5638 5756 6712 7,161 7,879 7,335
3,043 3,299 3,717 3,870 4,420 4,673 5361 4,870
1,720 2,115 2,149 2208 2,243 2,619 2,358 2,617

CalendarYear Plans Only

2010
105
17,040
11,488
8,031
5,586
3,033

2011
104
17,234
13,452
8,620
5,385
2,991

Source: Form 5500 Data
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PlanYear Beginnin%
Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile

5th Percentile

Employer Contributions per Active Participant

Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans
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2002 2003 2004 2005 2006 2007 2008 2009
219 223 220 222 229 232 233 223
7977 8465 8692 10,508 11,456 11,840 14,899 14,550
5026 5098 5625 6,163 6,733 7,673 8524 8317
3,642 3,727 4,075 4,564 4,997 5,329 5,787 5,927
2,236 2,331 2,508 2,612 3,003 3,164 3,389 3,535
593 590 597 735 914 1,171 1,178 1,184

CalendarYear Plans Only

2010
222
16,196
9,155
6,156
3,822
1,419

2011
222
16,440
10,583
7,110
4,483
1,433

Source: Form 5500 Data
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Section VII:

Plan Costs

Exhibit 7.05A
(Large Plans)

Exhibit 7.05B
(Medium Plans)

Exhibit 7.05C
(Small Plans)

Contributions vs. Costs per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | Large Plans

$10,000
$5,000
S0 T = B -—— i ﬁ H Sy B
($5,000) - i—-:i:
($10,000)
($15,000)
($20,000)
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 41 41 40 42 41 42 42 42 42 42
95th Percentile 4,901 (253) 570 1,970 2,354 4,410 6,289 (401) 509 3,467
75th Percentile 122 (1,120) (335) 242 468 2,623 2,656  (1,601) (882) 162
50th Percentile (604) (2,388) (1,162) (424) (113) 1,004 1,463  (4,045) (2,386) (989)
25th Percentile (1,640) (3,971) (2,272) (1,835) (1,099) (390) 292 (7,216) (4,421) (2,664)
5th Percentile (2,506) (6,079) (4,515) (3,275) (2,733) (1,505) (1,113) (9,710) (8,462) (6,900)

CalendarYear Plans Only

Source: Form 5500 Data

Contributions vs. Costs per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | Medium Plans

$10,000
$5,000 | 47
S0 ThE == == == i—:—i —W - i»
($5,000) = = it
($10,000)
($15,000)
($20,000)
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 100 98 95 100 102 102 101 103 105 104
95th Percentile 4280 2399 2228 2534 3,220 5810 7,053 2193 4501 6,409
75th Percentile 573 (741) 404 1,087 1,392 2,566 3443 (1,521) 169 2,135
50th Percentile (430) (2,238) (891) (243) 351 1,144 2019 (3,004) (1,654) 41
25th Percentile (1,583) (3,656) (1,900) (1,367) (750) 363 499 (5772) (3,582) (2,058)
Sth Percentile (3,605) (6,443) (4,234) (4,115) (3,203) (1,243) (1,626) (13,863) (7,710) (4,928)

CalendarYearPlans Only

Source: Form 5500 Data

Contributions vs. Costs per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | Small Plans

$10,000
$5,000
S0 4
($5,000) -
($10,000)
($15,000)
($20,000)
Plan Year Beginning 2002
Number of Plans 219
95th Percentile 3,078
75th Percentile 242
50th Percentile (385)
25th Percentile (1,535)
5th Percentile (4,777)

CalendarYearPlans Only

2003

223
1,295

(579)
(1,764)
(3,575)
(8,076)

2004
220
3,098
127
(800)
(2,161)
(6,986)

2005
222
3,654
415
(302)
(1,626)
(6,086)

2006
229
3,720
900
31
(1,406)
(5,567)

2007
232
4,994
1,770
614
(600)
(2,884)

2008
233
6,330
2,286
1,013
(474)
(5,935)

2009 2010 2011
223 222 222
1,929 3,938 5128
(950) 15 1,482
(3,075) (1,453) (476)
(5,598) (4,070) (3,013)
(15,465) (10,806) (9,298)

Source: Form 5500 Data
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Section VIII: Plan Expenses

This section of the report takes a closer look at
investment fees and operating expenses for
construction industry plans. The intent of this section
is to provide plan trustees with a sense of how their
plans’ fees and expenses compare against other
plans in the construction industry.

Technical Note: Median and Average Results

The snapshot distribution graphs in this section
show both median and average fees and expenses.
The 2012 report, however, showed only averages.
The 2013 report focuses on median results, as
averages can be skewed by outliers. Note that for
some exhibits, skewing by outliers affects
comparability of averages between the 2012 and
2013 reports.

Investment Fees

The majority of investment fees are paid to
investment managers, usually as a percentage of
assets. In general, more active or complicated
investment strategies will have higher manager fees;
passive or indexed strategies will have lower fees.

In most cases, investment fees will also include fees
paid to consultants who advise plan trustees on
investment decisions, as opposed to actually
investing the money. Sometimes the Form 5500
preparer will classify investment consultant fees as
professional fees, in which case they will count as
operating expenses for purposes of this analysis.

Exhibit 8.01

Exhibit 8.01 below shows historical investment fees,
as a percent of plan assets, over the last decade.
Investment fees have remained relatively level over
the last ten years, with some fluctuations.

Exhibit 8.02 shows the distribution of investment
fees during the latest plan year. Median investment
fees were 45 basis points (“bps”), or 0.45% of assets.
Fewer than 2% of plans paid investment fees over
100 basis points. Similarly, fewer than 3% of plans
paid fees less than 10 basis points.

Exhibit 8.02 (All Plans)
Investment Fees
Multiemployer Defined Benefit Pension Plans:
Construction Industry
100 bps or more (1.4%) | 11
90 bps to 99 bps (1.7%) 13
80 bps to 89 bps (2.7%) 21
70 bps to 79 bps (4.1%) 32
60 bps to 69 bps (11.7%) 91
50 bps to 59 bps (17.5%) 136
40 bps to 49 bps (20.2%) 157
30 bps to 39 bps (21.2%) 165
20 bps to 29 bps (11.2%) 87
10 bpsto 19 bps (6.0%) 47
Obpsto 9bps (2.2%) 17
Not Determinable 28
0 100 200
Median =45 bps | Average = 46 bps
Total Plans: 805 Source: 2010-2011 Form 5500 Data

Investment Fees (% of Assets)
Multiemployer Defined Benefit Pension Plans: Construction Industry Plans Only

Plan Year Beginning 2002 2003 2004 2005

Number of Plans 360 362 355 364

95th Percentile 0.76% 092% 0.85% 0.83%
75th Percentile 0.53% 0.60% 0.55% 0.57%
50th Percentile 042% 047% 0.46% 0.46%
25th Percentile 031% 036% 0.35% 0.34%
5th Percentile 0.15% 0.18% 0.15% 0.14%

CalendarYearPlans Only

1.00%

0.80% —
MR M e m W W o W W i
0.40% - I M M M I B I L

0.20% - . . . u H B
0.00%

2006 2007 2008 2009 2010 2011
372 376 376 368 369 368
0.81% 0.80% 0.70% 091% 0.80% 0.81%
0.58% 0.60% 0.52% 0.60% 059% 0.58%
047% 0.48% 042% 049% 0.47% 0.44%
035% 037% 031% 037% 035% 0.34%
0.16% 0.17% 0.14% 0.18% 0.18% 0.17%

Source: Form 5500 Data
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Section VIII: Plan Expenses

Below are separate exhibits showing investment fees
for large (assets of at least $500 million), medium
(assets of at least $100 million and less than $500
million), and small (assets less than $100 million)
construction industry plans.

In general, larger plans will have lower investment
fees than smaller plans when fees are expressed as a
percentage of plan assets. As shown below, median
investment fees were about 37 basis points for large
plans, 43 basis points for medium plans, and 48
points for small plans. Note that for the 42 very
large plans with assets of at least $1 billion (not
shown separately), average investment fees were 36
basis points, slightly lower than for all large plans.

Observation: Investment Fees by Plan Size

Very large construction industry plans (assets of at
least $1 billion) have median investment fees that
are 11 basis points per year lower than for small
plans (assets less than $100 million). Note that over
a 10-year period, that differences in fees compounds
to only about 1.1% of assets. Over a 30-year period
(an approximate working career), that difference
compounds to 3.4% of assets.

Exhibit 8.02A (Large Plans)

Investment Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans

100 bps or more (0.0%) -

90 bps to 99 bps (0.0%) -
80 bps to 89 bps (2.6%) | 2
70 bps to 79 bps (2.6%) 2
60 bps to 69 bps (7.7%) 6
50 bps to 59 bps (11.5%) 9
40 bps to 49 bps (16.7%) 13
30 bps to 39 bps (30.8%) 24
20 bpsto 29 bps (19.2%) 15
10 bps to 19 bps (7.7%) 6
Obpsto 9bps (1.3%) 1

Not Determinable 1

Median =37 bps | Average = 40 bps
Total Plans: 79 Source: 2010-2011 Form 5500 Data

Exhibit 8.02B (Medium Plans)

Investment Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

100 bps or more (0.4%) 1

90 bps to 99 bps (0.0%) -

80 bps to 89 bps (0.9%) 2

70 bps to 79 bps (0.9%) 2

60 bps to 69 bps (7.9%) 18
50 bps to 59 bps (19.2%) 44
40 bps to 49 bps (26.6%) 61
30 bps to 39 bps (22.7%) 52
20 bps to 29 bps (13.1%) 30

10 bps to 19 bps (6.6%) 15

Obpsto 9bps (1.7%) 4

Not Determinable -
0 50 100

Median =43 bps | Average = 42 bps
Total Plans: 229 Source: 2010-2011 Form 5500 Data

Exhibit 8.02C (Small Plans)

Investment Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

100 bps or more (2.1%) 10

90 bps to 99 bps (2.8%) 13

80bps to 89 bps (3.6%) [ 17

70 bps to 79 bps (6.0%) 28
60 bps to 69 bps (14.3%) 67
50 bps to 59 bps (17.7%) 83
40 bps to 49 bps (17.7%) 83
30 bps to 39 bps (18.9%) 89

20 bps to 29 bps (8.9%) 42

10 bpsto 19 bps (5.5%) 26

Obpsto 9bps (2.6%) 12
Not Determinable 27

0 50 100

Median =48 bps | Average = 50 bps
Total Plans: 497 Source: 2010-2011 Form 5500 Data
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Section VIII: Plan Expenses

Per-Participant Operating Expenses

Operating expenses include the cost of administering
the plan, fees paid to professionals (such as attorneys,
auditors, actuaries, and consultants), and insurance
and PBGC premiums. They exclude investment fees.

Technical Note: Operating Expense Data

Operating expenses shown in this section are as
reported on Schedule H of the Form 5500. Detailed
information on fees and expenses by individual
providers is reported on Schedule C. However, the
inventory does not contain sufficient data to
perform a comprehensive analysis by type of
provider (attorneys, actuaries, auditors, etc.).
Instead, Exhibit 8.06 reviews fees paid to
professionals in total.

As shown in Exhibit 8.03 below, when expressed as a
per-participant cost, operating expenses have
increased steadily over the period from 2002
through 2011. Median operating expenses
increased from $182 per participant to $245 per
participant over that period. That is a total increase
of 34.6%, or 3.5% per year on average.

Recall that, when expressed as a cost per active
participant in Exhibit 7.02, operating expenses
appeared to be increasing at a much higher rate. As
discussed in that section, it is more appropriate to
express operating expenses on the basis of total
participants rather than active participants only.

Exhibit 8.03

Exhibit 8.04 shows the snapshot distribution of
operating expenses per participant, based on the
latest Form 5500 filings for all 805 plans in the
inventory. Exhibit 8.05 (later in this section) shows
operating expenses on the basis of total dollars paid.

Exhibit 8.04 (All Plans)

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry

$1,000 or more (1.6%) 13
$750t0 $999 (1.6%) | 13
$500t0 $749 (6.6%) 53
$400to0 $499 (6.1%) 49
$350to $399 (8.4%) 67
$300to0 $349 (9.0%) 72

$250t0 $299 (12.7%)
$200to $249 (18.7%)
$150t0 $199 (17.3%)
$100t0 $149 (11.8%) 94
$50to $99 (6.0%) 48
$0to $49 (0.1%) | 1

Not Determinable 7

0 100

101
149
138

200

Median =$238 | Average =$292
Total Plans: 805 Source: 2010-2011 Form 5500 Data

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans: Construction Industry

$700
$600

$500 +—
$400 +—

$300 — m m N N ] ’:

$200 A:E—-—- T o .

$100 - . I . = 1 ;- —
Plan Year Beginn?r?g 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 360 362 355 364 372 376 376 368 369 368
95th Percentile 513 548 523 526 549 623 641 659 641 642
75th Percentile 267 288 297 299 316 329 334 363 343 351
50th Percentile 182 182 188 197 204 213 229 245 243 245
25th Percentile 119 120 131 132 146 149 152 176 170 176
5th Percentile 72 51 0 65 81 85 73 105 112 107

Source: Form 5500 Data
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Section VIII: Plan Expenses

As shown in Exhibit 8.04, median operating cost was
$238 per participant for the latest plan year for
which a Form 5500 was filed.

About 78% of plans have operating expenses
between $100 and $400 per participant. Fewer than
2% of plans have operating expenses of over $1,000
per participant. About 7% of plans have operating
expenses of less than $100 per participant.

The following exhibits show per participant
operating expenses for large, medium, and small
plans.

Note that the median operating expense for large
plans is $143 per participant, per year. That is
significantly lower than the median operating
expense for medium plans ($197 per participant),
and it is half of the median expense for small plans
(5286 per participant).

Exhibit 8.04A (Large Plans)

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans

$1,000 or more (0.0%) -
$750t0 $999 (1.3%) | 1
$500to $749 (0.0%) -
$400t0 $499 (1.3%) | 1
$350t0 $399 (1.3%) 1
$300to $349 (5.1%) 4
$250t0 $299 (7.6%) 6
$200to0 $249 (11.4%) 9
$150to $199 (19.0%) 15
$100to $149 (29.1%) 23
$50to $99 (24.1%) 19
$0to $49 (0.0%) | -

Not Determinable -

0 20 40

Median =$143 | Average =$171

Total Plans: 79 Source: 2010-2011 Form 5500 Data

Observation: Operating Expenses by Plan Size

As expected, larger plans generally have lower
operating expenses per participant, as it is easier for
them to build efficiencies and economies of scale.

Exhibit 8.04B (Medium Plans)

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

$1,000 or more (0.4%) 1

$750t0 $999 (0.0%) | -

$500to $749 (2.2%) 5

$400to $499 (4.8%) 11

$350t0 $399 (4.8%) 11

$300t0 $349 (3.1%) 7
$250to0 $299 (11.4%) 26
$200to $249 (20.5%) 47
$150to $199 (30.1%) 69
$100t0 $149 (15.3%) 35

$50to $99 (7.4%) 17
$0to $49 (0.0%) | -

Not Determinable -

0 50 100

Median =$197 | Average =$221
Total Plans: 229

Source: 2010-2011 Form 5500 Data

Exhibit 8.04C (Small Plans)

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

$1,000 or more (2.4%) 12
$750t0 $999 (2.4%) | 12
$500to $749 (9.8%) 48
$400to $499 (7.6%) 37
$350t0 $399 (11.2%) 55
$300to $349 (12.4%) 61
$250t0 $299 (14.1%) 69
$200t0 $249 (19.0%) 93
$150to0 $199 (11.0%) 54
$100to0 $149 (7.3%) 36
$50t0 $99 (2.4%) 12
$S0to $49 (0.2%) 1
Not Determinable 7

0 50 100

Median =$286 | Average =$344

Total Plans: 497 Source: 2010-2011 Form 5500 Data
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Section VIII: Plan Expenses

Total Operating Expenses

In addition to reviewing operating expenses on a per
participant basis, it may be useful for plan trustees
to review operating expenses in total. The exhibits
below are provided for reference.

Exhibit 8.05 (All Plans)

Total Operating Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry

$10.00M or more (0.7%)
$5.00Mto $9.99M (1.4%)
$2.00Mto $4.99M (4.8%)
$1.00Mto $1.99M (7.1%)

$750K to $999K (5.7%)

$500K to $749K (12.4%)

$400K to $499K (6.8%)

$300K to $399K (12.4%)

$200K to $299K (16.0%)

$100K to $199K (22.0%)

$50Kto $99K (8.2%)
S0to $49K (2.4%)
Not Determinable

0 100 200

Median =$315,000 | Average = $807,000
Total Plans: 805 Source: 2010-2011 Form 5500 Data

Exhibit 8.05A (Large Plans)

Total Operating Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans

$10.00M or more (7.6%) 6
$5.00Mto $9.99M (13.9%) 11
$2.00Mto $4.99M (44.3%) 35
$1.00Mto $1.99M (25.3%) 20
$750K to $999K (6.3%) 5

$500K to $749K (2.5%) W 2
$400K to $499K (0.0%) | -
$300K to $399K (0.0%) | -
$200K to $299K (0.0%) | -
$100Kto $199K (0.0%) | -
$50K to $99K (0.0%) | -
$0to $49K (0.0%) | -
Not Determinable -

0 20 40

Median =$2,703,000 | Average = $4,710,000
Total Plans: 79 Source: 2010-2011 Form 5500 Data

Exhibit 8.05B (Medium Plans)

Total Operating Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

$10.00M or more (0.0%)
$5.00Mto $9.99M (0.0%)
$2.00Mto $4.99M (1.3%)

$1.00Mto $1.99M (15.3%)

$750K to $999K (15.7%)

$500K to $749K (30.1%)

$400K to $499K (12.2%)

$300K to $399K (17.0%)

$200K to $299K (7.4%)
$100K to $199K (0.9%)
$50K to $99K (0.0%)
$0to $49K (0.0%)

Not Determinable

69

0 50 100

Median = $567,000 | Average = $695,000
Total Plans: 229 Source: 2010-2011 Form 5500 Data

Exhibit 8.05C (Small Plans)

Total Operating Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

$10.00M or more (0.0%)
$5.00Mto $9.99M (0.0%)
$2.00Mto $4.99M (0.2%)
$1.00Mto $1.99M (0.4%)

$750K to $999K (1.0%)
$500K to $749K (5.8%)
$400K to $499K (5.4%)

$300K to $399K (12.3%)

$200K to $299K (22.5%)

$100K to $199K (35.2%)

$50K to $99K (13.3%)
$0to $49K (3.8%)
Not Determinable

0 100 200

Median =$191,000 | Average = $239,000
Total Plans: 497 Source: 2010-2011 Form 5500 Data
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Section VIII: Plan Expenses

Administrative and Other Expenses

As an additional reference, the following exhibits
show administrative and other expenses, which
include the cost of salaries for fund employees or
third party administrator fees, PBGC and insurance
premiums, and general administrative costs.

Exhibit 8.06 (All Plans)

Administrative and Other Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry

$10.00M or more (0.4%)
$5.00Mto $9.99M (1.4%)
$2.00Mto $4.99M (3.1%)
$1.00Mto $1.99M (5.2%)

$750K to $999K (2.6%)
$500K to $749K (5.8%)
$400K to $499K (4.1%)
$300K to $399K (8.1%)
$200K to $299K (13.3%)
$100K to $199K (24.7%)
$50K to $99K (19.4%)
$0to $49K (11.9%)

Not Determinable

0 200 400

Median = $166,000 | Average = $590,000
Total Plans: 805 Source: 2010-2011 Form 5500 Data

Exhibit 8.06A (Large Plans)

Administrative and Other Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans

$10.00M or more (3.8%)
$5.00Mto $9.99M (13.9%)
$2.00Mto $4.99M (27.8%)
$1.00Mto $1.99M (29.1%)

$750K to $999K (7.6%)
$500K to $749K (12.7%)
$400K to $499K (2.5%)
$300K to $399K (2.5%)
$200K to $299K (0.0%)
$100K to $199K (0.0%)
$50K to $99K (0.0%)
$0to $49K (0.0%)

Not Determinable

0 20 40

Median =$1,900,000 | Average = $3,834,000
Total Plans: 79 Source: 2010-2011 Form 5500 Data

Exhibit 8.06B (Medium Plans)

Administrative and Other Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

$10.00M or more (0.0%)
$5.00Mto $9.99M (0.0%)
$2.00Mto $4.99M (0.9%)
$1.00Mto $1.99M (7.9%)

$750K to $999K (6.1%)

$500K to $749K (14.4%)

$400K to $499K (10.5%)

$300K to $399K (18.8%)

$200K to $299K (24.5%)

$100K to $199K (15.7%)

$50K to $99K (0.9%)
$0to $49K (0.4%)
Not Determinable

0 50 100

Median = $347,000 | Average = $457,000
Total Plans: 229 Source: 2010-2011 Form 5500 Data

Exhibit 8.06C (Small Plans)

Administrative and Other Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

$10.00M or more (0.0%) -
$5.00Mto $9.99M (0.0%) | -
$2.00Mto $4.99M (0.2%)
$1.00Mto $1.99M (0.2%)
$750K to $999K (0.2%)
$500K to $749K (0.8%)
$400K to $499K (1.4%)
$300K to $399K (4.0%) 20
$200Kto $299K (10.3%) 51
$100K to $199K (32.8%) 163
$50K to $99K (31.0%) 154
$0to $49K (19.1%) 95
Not Determinable -

N

0 100 200

Median =$100,000 | Average = $136,000
Total Plans: 497 Source: 2010-2011 Form 5500 Data

Exhibits showing professionals fees are shown on the
following page. Note that the sum of administrative

and other expenses along with professionals’ fees
equals total operating expenses.
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Section VIII: Plan Expenses

Professionals Fees

As an additional reference, the following exhibits
show professionals fees, which are the total fees
paid to attorneys, auditors, actuaries, and
consultants.

Exhibit 8.07 (All Plans)

Professionals Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry

$10.00M or more (0.0%) -
$5.00Mto $9.99M (0.1%) | 1
$2.00Mto $4.99M (0.7%) | 6
$1.00Mto $1.99M (2.0%) 16
$750K to $999K (1.5%) 12
$500K to $749K (3.5%) 28
$400K to $499K (3.0%) 24
$300K to $399K (6.7%) 54
$200K to $299K (11.7%) 94
$100K to $199K (30.7%) 247
$50K to $99K (25.6%) 206
$0to $49K (14.5%) 117
Not Determinable -

0 200 400

Median =$122,000 | Average=$217,000
Total Plans: 805 Source: 2010-2011 Form 5500 Data

Exhibit 8.07A (Large Plans)

Professionals Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Large Plans

$10.00M or more (0.0%) -
$5.00Mto $9.99M (1.3%) b1
$2.00Mto $4.99M (7.6%) 6
$1.00Mto $1.99M (19.0%) 15
$750K to $999K (11.4%) 9
$500K to $749K (22.8%) 18
$400K to $499K (8.9%) 7
$300K to $399K (11.4%) 9
$200K to $299K (15.2%) 12
$100K to $199K (1.3%) 1
$50K to $99K (0.0%) | -
$0to $49K (1.3%) 1
Not Determinable -

Median =$629,000 | Average = $876,000
Total Plans: 79 Source: 2010-2011 Form 5500 Data

Exhibit 8.07B (Medium Plans)

Professionals Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Medium Plans

$10.00M or more (0.0%) -
$5.00Mto $9.99M (0.0%) 1 -
$2.00Mto $4.99M (0.0%) | -
$1.00Mto $1.99M (0.4%) | 1
$750K to $999K (1.3%) 3
$500K to $749K (3.5%) 8
$400K to $499K (5.7%) 13
$300K to $399K (15.3%) 35
$200K to $299K (24.9%) 57
$100K to $199K (38.4%) 88
$50K to $99K (9.6%) 22
$0to $49K (0.9%) 2
Not Determinable -

0 50 100

Median =$202,000 | Average = $238,000
Total Plans: 229 Source: 2010-2011 Form 5500 Data

Exhibit 8.07C (Small Plans)

Professionals Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | Small Plans

$10.00M or more (0.0%) -
$5.00Mto $9.99M (0.0%) 1-
$2.00Mto $4.99M (0.0%) | -
$1.00Mto $1.99M (0.0%) | -
$750Kto $999K (0.0%) | -
$500K to $749K (0.4%) | 2
$400K to $499K (0.8%) | 4

$300K to $399K (2.0%) 10

$200Kto $299K (5.0%) |7 25
$100Kt0$199K (31.8%) | 158
$50K to $99K (37.0%) 184
$0to $49K (22.9%) | 114

Not Determinable -

0 100 200

Median = $83,000 | Average =$103,000
Total Plans: 497 Source: 2010-2011 Form 5500 Data

There are not sufficient data in the inventory to
break out professionals fees by each specific

provider (attorney, actuary, auditor, etc.) Therefore,

all fees paid to professionals must be reviewed in
the aggregate.
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Appendix A: Detailed Results by Trade

Appendix A provides detailed tables showing how
plans covering different trades within the
construction industry are distributed for selected
statistics analyzed earlier in the report. (Fees and
expenses are not analyzed here, as they are more
related to plan size rather than trade affiliation.)

The tables in this appendix may be useful to trustees
when comparing the latest results for their plan(s)
against other plans in the same trade.

Construction Industry Trades

This section shows detailed results for the twelve
(12) trades that have at least twenty construction
industry plans covering their members:

1. The United Association of Journeymen and
Apprentices of the Plumbing and Pipefitting
Industry (“Plumbers and Pipefitters” or “UA” —
includes air conditioning, sprinkler, and
refrigeration trades)

2. International Brotherhood of Electrical Workers
(“Electrical Workers” or “IBEW")

3. Laborers’ International Union of North America
(“Laborers” or “LIUNA”")

4. International Union of Bricklayers and Allied
Craftworkers (“Bricklayers and Allied Crafts” or
IIBAC)I)

5. Operative Plasterers' and Cement Masons'
International Association (“Cement Masons”)

6. International Association of Bridge, Structural,
Ornamental and Reinforcing Iron Workers
(“Iron Workers”)

7. Sheet Metal and Rail Transportation Workers
(“Sheet Metal Workers”)

8. International Association of Heat and Frost
Insulators and Allied Workers (“Insulators and
Allied Workers”)

9. International Union of Painters and Allied Trades
(“Painters and Allied Trades” or “IUPAT” —
includes glaziers, signage, and flooring trades)

10. United Union of Roofers, Waterproofers, and
Allied Workers (“Roofers and Allied Workers”)

11. International Union of Operating Engineers
(“Operating Engineers” or “IUOE”)

12. United Brotherhood of Carpenters
(“Carpenters” or “UBC”)

Other and Mixed Trades

Trades with fewer than twenty construction industry
plans covering their members are included in the
“other or mixed trades” category. These include the
following three trades:

e International Brotherhood of Boilermakers, Iron
Ship Builders, Blacksmiths, Forgers and Helpers

e International Union of Elevator Constructors
e International Brotherhood of Teamsters

Note that the inventory does not include plans
outside of the construction industry plans, such as
Teamster plans considered to be in the
transportation industry.

Also note that plans covering two or more distinctly
different trades in the construction industry are
included in the “other or mixed trades” category.

Exhibit A.01 - Plans by Trade and Size

Exhibit A.01 below summarizes the number of plans
by trade and by size. Recall that large plans have
asset values of at least $500 million, medium plans
have asset values of at least $100 million but less
than $500 million, and small plans have asset values
of less than $100 million.

Trade Large Medium Small | Total
Plumbers and Pipefitters 8 54 88 150
Electrical Workers 9 38 76 123
Laborers 18 27 33 78
Bricklayers and Allied Crafts 1 9 59 69
Iron Workers 3 22 35 60
Cement Masons 1 10 47 58
Carpenters 19 19 17 55
Sheet Metal Workers 4 13 37 54
Insulators and Allied Workers - 5 35 40
Operating Engineers 10 15 9 34
Painters and Allied Trades 2 8 22 32
Roofers and Allied Workers 1 2 21 24
Other or Mixed Trades 3 7 18 28
All Trades 79 229 497 805
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Appendix A: Detailed Results by Trade

Exhibit A.02 - Asset Values

The following exhibits (Exhibit 2.01 repeated at right)
show the distribution of construction industry plans by
asset value. The assets are market values of assets as of
the end of the latest plan year for which a Form 5500 was
filed. In general, these will be for plan years ending on or
about December 31, 2011.

As shown in the detailed table below, Operating Engineer
and Carpenter plans tend to have higher asset values than
plans covering other trades. Cement Mason, Insulator,
and Roofer plans tend to cover fewer participants.

As shown on the following page, there are similar
differences when focusing on the number of participants
as seen with asset values. This makes sense —all other
things being equal, the more participants a plan covers,
the greater its asset value needs to be.

Asset Values

Multiemployer Defined Benefit Pension Plans:
Construction Industry

Atleast $5.00B (0.4%) | 3

$2.00Bto $4.99B (1.7%) M 14

$1.00Bto $1.99B (3.0%) MM 24

$500Mto $999M (4.7%) WM 38

$200Mto $499M (12.9%) |EEEENNS 104

$100Mto $199M (15.5%) [ 125
$50Mto $99M (17.4%) |EEEEEESEEEN 140
$25Mto $49M (19.5%) NS 157
S5Mto $24M (21.0%) M 169

Under$5M (3.9%) [l 31

0 50 100 150 200

AssetValues: Median = $65M | Average = $240M

Note that average results are higher than median results, Total Plans: 805 Source: 2010-2011 Form 5500 Data
as they are skewed by very large plans.
Asset Values
Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total = Count % Total
$5.00B or more 3 04% - - 1 0.8% - - - - - - - -
$2.00B to $4.99B 14 1.7% 2 1.3% 1 0.8% 1 1.3% - - 1 1.7% - -
$1.00B to $1.99B 24 3.0% 1 0.7% 2 1.6% 6 7.7% 1 1.4% 1 1.7% - -
$500M to $999M 38  4.7% 5 3.3% 5 4.1% 11 14.1% - - 1 1.7% 1 1.7%
$200M to $499M 104 12.9% 22 14.7% 17 13.8% 14 17.9% 1 1.4% 14 23.3% 2 3.4%
$100M to $199M 125 15.5% 32 21.3% 21 17.1% 13 16.7% 8 11.6% 8 13.3% 8 13.8%
S50M to $99M 140 17.4% 28 18.7% 29  23.6% 9 11.5% 16 23.2% 10 16.7% 9 15.5%
$25M to $49M 157  19.5% 35  23.3% 23 18.7% 10 12.8% 15 21.7% 14 23.3% 9 15.5%
S5Mto $24M 169 21.0% 24 16.0% 22 17.9% 14 17.9% 24 34.8% 8 13.3% 21 36.2%
Less than $5M 31 3.9% 1 0.7% 2 1.6% - - 4 5.8% 3 5.0% 8 13.8%
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Average (SMillion) 240 170 243 318 68 190 63
Median ($Million) 65 74 77 119 34 83 24
Sheet Metal Insulators and Operating Painters and Roofers and Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count % Total Count % Total Count % Total Count % Total  Count % Total = Count % Total
$5.00B or more - - - - - - 1 29% - - - - 1 3.6%
$2.00B to $4.99B 4 7.3% 1 1.9% - - 2 5.9% 1 3.1% - - 1 3.6%
$1.00B to $1.99B 7 12.7% - - - - 4 11.8% - - 1 4.2% 1 3.6%
$500M to $999M 8 14.5% 3 5.6% - - 3 8.8% 1 3.1% - - - -
$200M to $499M 12 21.8% 6 11.1% 2 5.0% 8 23.5% 5 15.6% - - 1 3.6%
$100M to $199M 7 12.7% 7 13.0% 3 7.5% 7 20.6% 3 9.4% 2 8.3% 6 21.4%
S50M to $99M 4 7.3% 10 18.5% 3 7.5% 4 11.8% 9 281% 4 16.7% 5 17.9%
$25M to $49M 5 9.1% 17 31.5% 11 27.5% 3 8.8% 2 6.3% 6 25.0% 7  25.0%
S5M to $24M 6 10.9% 8 14.8% 18  45.0% 2 5.9% 9 28.1% 9 37.5% 4 14.3%
Less than $5M 2 3.6% 2 3.7% 3 7.5% - - 2 6.3% 2 8.3% 2 7.1%
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Average (SMillion) 543 174 48 871 182 88 516
Median ($Million) 239 50 22 225 73 27 70
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Appendix A: Detailed Results by Trade

Exhibit A.03 - Number of Participants

These exhibits (Exhibit 2.02 repeated at right) show the
distribution of construction industry plans by number of
participants. Participant counts are those reported on
the Form 5500 by the plan administrator and are as of
the end of the plan year.

As shown in the detailed table below, Operating Engineer
and Carpenter plans tend to have more participants than
plans covering other trades. Cement Mason, Insulator,
and Roofer plans tend to cover fewer participants.

Note that average results are higher than median results,
as they are skewed by very large plans.

Number of Participants

Number of Participants

Multiemployer Defined Benefit Pension Plans:

Construction Industry

Atleast 50,000 (1.2%) |

25,000 to 49,999 (1.9%)
10,000 to 24,999 (5.0%)
5,000t0 9,999 (7.0%)
4,000t0 4,999 (4.1%)
3,000to 3,999 (5.8%)
2,000t0 2,999 (9.0%)
1,500to0 1,999 (9.8%)
1,000t0 1,499 (11.6%)
500t0 999 (23.3%)
100to 499 (20.5%)
Under 100 (0.9%)

Not Reported

Participant Counts: Median = 1,227 | Average = 4,882
Source: 2010-2011 Form 5500 Data

Total Plans: 805

10
15
40
56
33
47
72
79
93

0 100

187
165

200

Plumbers and Electrical Bricklayers and Cement

All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count %Total Count %Total Count % Total Count % Total Count %Total Count % Total
50,000 or more 10 1.2% 1 0.7% 1 0.8% 1 1.3% 1 1.4% 1 1.7% - -
25,000 to 49,999 15 1.9% 1 0.7% 1 0.8% 4 5.1% - - - - - -
10,000 to 24,999 40 5.0% 2 1.3% 3 2.5% 11 14.1% - - 3 5.0% 1 1.7%
5,000 to 9,999 56 7.0% 6 4.0% 8 6.6% 13 16.7% - - 5 8.3% 1 1.7%
4,000 to 4,999 33 4.1% 4 2.7% 5 4.1% 4 5.1% - - 3 5.0% 1 1.7%
3,000 to 3,999 47 5.8% 7 4.7% 12 9.8% 5 6.4% 5 7.2% 6 10.0% 1 1.7%
2,000to 2,999 72 9.0% 16 10.7% 11 9.0% 8 10.3% 7 10.1% 7 11.7% 3 5.2%
1,500 to 1,999 79 9.8% 23 15.3% 11 9.0% 6 7.7% 8 11.6% 6 10.0% 5 8.6%
1,000 to 1,499 93 11.6% 23 15.3% 23 18.9% 6 7.7% 9 13.0% 8 13.3% 6 10.3%
500 to 999 187 23.3% 43 28.7% 31 25.4% 12 15.4% 18 26.1% 14 23.3% 11 19.0%
100 to 499 165 20.5% 24 16.0% 16 13.1% 8 10.3% 19 27.5% 7 11.7% 26 44.8%
Less than 100 7 0.9% - - - - - - 2 2.9% - - 3 5.2%
Not Reported 1 N/A - N/A 1 N/A - N/A - N/A - N/A - N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Average 4,882 2,838 6,571 6,867 2,217 4,302 1,185
Median 1,227 1,149 1,334 2,822 811 1,526 572

Sheet Metal Insulators and Operating Painters and Roofers and Other or Mixed

Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count % Total Count % Total Count % Total Count %Total Count %Total Count % Total
50,000 or more 1 1.8% 1 1.9% - 1 2.9% 1 3.1% - - 1 3.6%
25,000 to 49,999 3 5.5% - - - - 3 8.8% - - 1 4.2% 2 7.1%
10,000 to 24,999 15 27.3% 2 3.7% - - 3 8.8% - - - - - -
5,000 to 9,999 9 16.4% 2 3.7% 1 2.5% 8 23.5% 2 6.3% - - 1 3.6%
4,000 to 4,999 6 10.9% 2 3.7% 1 2.5% 3 8.8% 2 6.3% - - 2 7.1%
3,000to 3,999 1 1.8% 2 3.7% - - 3 8.8% 3 9.4% 1 4.2% 1 3.6%
2,000to0 2,999 5 9.1% 5 9.3% - - 2 5.9% 3 9.4% 2 8.3% 3 10.7%
1,500 to 1,999 3 5.5% 6 11.1% 2 5.0% 4  11.8% 1 3.1% - - 4 14.3%
1,000 to 1,499 1 1.8% 6 11.1% - - 4  11.8% 3 9.4% 2 8.3% 2 7.1%
500 to 999 6 10.9% 21 38.9% 9 22.5% 1 2.9% 9 28.1% 6 25.0% 6 21.4%
100 to 499 5 9.1% 7 13.0% 27  67.5% 2 5.9% 7 21.9% 11 45.8% 6 21.4%
Less than 100 - - - - - - - - 1 3.1% 1 4.2% - -
Not Reported - N/A N/A - N/A - N/A - N/A - N/A - N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Average 9,630 4,261 668 13,187 4,045 1,820 7,406
Median 5,536 920 308 4,302 933 490 1,516
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Appendix A: Detailed Results by Trade

Exhibit A.04 - Number of Employers

These exhibits (Exhibit 2.03 repeated at right) show the
distribution of construction industry plans by number of
participating employers. Employer counts are those
reported on the Form 5500 by the plan administrator and

are as of the end of the plan year.

As shown in the detailed table below, Operating

Engineer, Carpenter, and Laborer plans tend to have
more employers than plans covering other trades.
Insulator, Roofer, and Sheet Metal Worker plans tend to
have smaller numbers of participating employers.

Note that average results are higher than median results,
as they are skewed by very large plans.

Number of Employers

Number of Employers

Multiemployer Defined Benefit Pension Plans:

Construction Industry

2,000 or More (1.1%)
1,000to 1,999 (2.1%)
500to0 999 (4.9%)
300t0 499 (5.0%)
200to0 299 (8.8%)
150to 199 (7.2%)
100to 149 (9.8%)
7510 99 (8.4%)

50to 74 (11.2%)
25t0 49 (23.5%)
10to 24 (12.8%)

2to 9 Employers (4.6%)
1 Employer (0.6%)
Not Reported

Employer Count: Median =69 | Average =205

Total Plans: 805

100

Source: 2010-2011 Form 5500 Data

187

200

Plumbers and Electrical Bricklayers and Cement

All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count %Total Count % Total Count % Total Count %Total Count %Total Count % Total
2,000 or More 9 1.1% 1 0.7% 1 0.8% 1 1.3% 1 1.5% - - 1 1.8%
1,000 to 1,999 17 2.1% - - - - 4 5.2% - - 1 1.7% - -
500 to 999 39 4.9% 2 1.3% 4 3.3% 14 18.2% - - 4 6.9% - -
300 to 499 40 5.0% 6 4.0% 3 2.4% 8 10.4% 1 1.5% 5 8.6% 4  71%
200to 299 70 8.8% 8 5.3% 11 8.9% 10 13.0% 7  10.3% 8 13.8% 7 12.5%
150 to 199 57 7.2% 5 3.3% 7 5.7% 9 11.7% 4 5.9% 3 5.2% 7 12.5%
100 to 149 78 9.8% 16 10.7% 17 13.8% 7 9.1% 9 13.2% 6 10.3% 3 5.4%
75t0 99 67 8.4% 19 12.7% 8 6.5% 10 13.0% 6 8.8% 4 6.9% 5 8.9%
50to 74 89 11.2% 27 18.0% 14 11.4% 8 10.4% 9 13.2% 8 13.8% 3 5.4%
25t0 49 187 23.5% 46 30.7% 45  36.6% 5 6.5% 17 25.0% 10 17.2% 14 25.0%
10to 24 102 12.8% 15 10.0% 10 8.1% 1 1.3% 11 16.2% 7 121% 4 7.1%
2to 9 Employers 37 4.6% 5 3.3% 3 2.4% - - 3 4.4% 2 3.4% 5 8.9%
1Employer 5 0.6% - - - - - - - - - - 3 5.4%
Not Reported 8 N/A - N/A - N/A 1 N/A 1 N/A 2 N/A 2 N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Average 205 121 184 365 138 179 138
Median 69 58 54 176 59 87 59

Sheet Metal Insulators and Operating Painters and Roofers and Other or Mixed

Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total
2,000 or More 1 1.8% 1 1.9% - - 1 2.9% 1 3.1% - - - -
1,000 to 1,999 6 10.9% - - - - 5 14.7% - - - - 1 3.7%
500 to 999 8 14.5% - - - - 4 11.8% - - 1 4.3% 2 7.4%
300 to 499 2 3.6% 2 3.7% - - 6 17.6% 2 6.3% - - 1 3.7%
200to 299 11 20.0% 3 5.6% 1 2.5% 3 8.8% 1 3.1% - - -
150 to 199 6 10.9% 5 9.3% 1 2.5% 4 11.8% 3 9.4% - - 3 11.1%
100 to 149 5 9.1% 3 5.6% 1 2.5% 2 5.9% 5 15.6% 2 8.7% 2 7.4%
75to0 99 3 5.5% 2 3.7% - - 3 8.8% 2 6.3% 1 4.3% 4 14.8%
50to 74 3 5.5% 8 14.8% 3 7.5% 1 2.9% 4 12.5% - 1 3.7%
25to 49 5 9.1% 18 33.3% 8 20.0% 3 8.8% 6 18.8% 5 21.7% 5 185%
10to 24 5 9.1% 8 14.8% 19 47.5% - - 8 25.0% 10 43.5% 4  14.8%
2to 9 Employers - - 4  7.4% 6 15.0% 2 5.9% - - 4 17.4% 3 111%
1Employer - - - - 1 2.5% - - - - - - 1 3.7%
Not Reported - N/A - N/A N/A - N/A - N/A 1 N/A 1 N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Average 425 151 31 591 181 66 145
Median 220 41 19 289 57 20 64

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

51



Appendix A: Detailed Results by Trade

Exhibit A.05 - Participant Ratios

These exhibits (which were derived from the latest
results in Exhibit 3.02) show the distribution of
construction industry plans by their participant ratios.

The participant ratios in these exhibits represent the
number of actively working participants over the number
of inactive participants (which includes retirees and
beneficiaries) as of the end of the latest plan year.

As described earlier in the report, a higher ratio usually
means it is easier for a plan to correct a funding shortfall
by increasing contribution rates or decreasing future

Construction Industry

2.200or More (2.2%)
2.00t0 2.19 (0.6%)
1.80t0 1.99 (1.0%)
1.60to0 1.79 (1.4%)
1.40to 1.59 (4.0%)
1.20to 1.39 (5.1%)

1.00t0 1.19 (10.4%)

0.80t0 0.99 (16.3%)

0.60t0 0.79 (22.0%)

Participant Ratios: Actives to Inactives

Multiemployer Defined Benefit Pension Plans:

0.40t0 0.59 (21.5%)
0.20t0 0.39 (10.6%)
Lessthan 0.20 (4.9%)

Not Determinable

benefit accruals. A lower ratio usually means that it is
more difficult for a plan to improve funding through
these means.

As shown below, there are considerable differences in
the participant ratios from trade to trade.

0 100
Median Participant Ratio: 0.71

200

Total Plans: 805 Source: 2010-2011 Form 5500 Data

Participant Ratios: Actives to Inactives

Plumbers and Electrical Bricklayers and Cement

All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count % Total Count %Total Count % Total Count % Total Count %Total Count % Total
2.20 or More 18 2.2% 4 2.7% 4 3.3% 1 1.3% 3 4.3% 1 1.7% 2 3.4%
2.00to0 2.19 5 0.6% - - 2 1.6% - - - - 1 1.7% - -
1.80to 1.99 8 1.0% 4 2.7% 2 1.6% - - - - - - 1 1.7%
1.60to 1.79 11 1.4% 2 1.3% 2 1.6% 1 1.3% - - - - - -
1.40to 1.59 32 4.0% 6 4.0% 12 9.8% 1 1.3% 3 4.3% 1 1.7% 4 6.9%
1.20to 1.39 41 5.1% 8 5.3% 10 8.2% 4 5.1% 4 5.8% 3 5.0% 2 3.4%
1.00to 1.19 84 10.4% 23 15.3% 17 13.9% 7 9.0% 3 4.3% 3 5.0% 5 8.6%
0.80to 0.99 131  16.3% 37 24.7% 27 22.1% 11 14.1% 5 7.2% 4 6.7% 6 10.3%
0.60to 0.79 177 22.0% 34 22.7% 24 19.7% 15 19.2% 13 18.8% 12 20.0% 15 25.9%
0.40to 0.59 173 21.5% 24 16.0% 17 13.9% 26 33.3% 18  26.1% 20 33.3% 11 19.0%
0.20to0 0.39 85 10.6% 7 4.7% 2 1.6% 10 12.8% 15 21.7% 10 16.7% 5 8.6%
Less than 0.20 39 4.9% 1 0.7% 3 2.5% 2 2.6% 5 7.2% 5 8.3% 7 12.1%
Not Determinable 1 N/A - N/A 1 N/A - N/A - N/A - N/A - N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Median 0.71 0.85 0.93 0.62 0.57 0.57 0.66

Sheet Metal Insulators and Operating Painters and Roofersand  Other or Mixed

Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count % Total Count %Total Count % Total Count % Total Count % Total Count % Total
2.20 or More - - 1 1.9% 1 2.5% - - - - 1 4.2% - -
2.00to0 2.19 - - - - - - - - 1 3.1% 1 4.2% - -
1.80to 1.99 - - - - 1 2.5% - - - - - - - -
1.60to 1.79 3 5.5% 1 1.9% 1 2.5% - - - - - - 1 3.6%
1.40to 1.59 2 3.6% 1 1.9% 1 2.5% 1 2.9% - - - - - -
1.20to 1.39 1 1.8% 3 5.6% 2 5.0% 2 5.9% 1 3.1% - - 1 3.6%
1.00to 1.19 2 3.6% 10 18.5% 4 10.0% 2 5.9% 1 3.1% 5 20.8% 2 7.1%
0.80to 0.99 4 7.3% 9 16.7% 9 22.5% 6 17.6% 3 9.4% 7  29.2% 3 10.7%
0.60to 0.79 12 21.8% 9 16.7% 11 27.5% 14 41.2% 10 31.3% 4 16.7% 4  14.3%
0.40to 0.59 19 34.5% 13 24.1% 4  10.0% 6 17.6% 8 25.0% 2 8.3% 5 17.9%
0.20to0 0.39 8 14.5% 6 11.1% 4 10.0% 1 2.9% 7 21.9% 2 8.3% 8 28.6%
Less than 0.20 4 7.3% 1 1.9% 2 5.0% 2 5.9% 1 3.1% 2 8.3% 4 14.3%
Not Determinable - N/A - N/A - N/A - N/A - N/A - N/A - N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Median 0.55 0.69 0.79 0.73 0.60 0.84 0.42
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Appendix A: Detailed Results by Trade

Exhibit A.06 - Net Cash Flows

These exhibits (which were derived from the latest

results in Exhibit 4.02) show the distribution of

construction industry plans by their net cash flows.

A plan has a positive net cash flow if its contributions
exceed its disbursements (benefits paid plus operating
expenses); the net cash flow is negative if disbursements
exceed contributions. Net cash flows are expressed as a
percentage of the average asset value for the plan year.

For a plan with a negative cash flow, this percentage
represents the return on investments that is needed to
keep the plan’s asset value from declining. For example,
a plan with a negative cash flow of 3.0% of assets must
have an investment return of at least 3.0% in order to

avoid a decline in its asset value.

As shown below, there are considerable differences in
net cash flows from trade to trade.

Net Cash Flow (% of Assets)

8.0%or Higher (1.6%)
6.0%t0 7.9% (1.1%)
4.0%t0 5.9% (1.6%)
2.0%to 3.9% (4.0%)

0.0%to 1.9% (19.3%)

-2.0%t0-0.1% (24.4%)
-4.0%t0 -2.1% (20.9%)
-6.0% to -4.1% (15.3%)
-8.0% t0 -6.1% (6.5%)
-10.0%to -8.1% (2.4%)
-12.0%to -10.1% (1.1%)
Lower than -12.0% (1.9%)
Not Determinable

Total Plans: 805

Net Cash Flow (% of Assets)

Multiemployer Defined Benefit Pension Plans:
Construction Industry
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Median Net Cash Flow: -2.9% of Assets
Source: 2010-2011 Form 5500 Data

400

Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total
8.0% or Higher 13 1.6% 4 2.7% 3 2.4% 2 2.6% - - 1 1.7% 2 3.4%
6.0% to 7.9% 9 1.1% 2 1.3% 2 1.6% 1 1.3% - - 1 1.7% 1 1.7%
4.0% to 5.9% 13 1.6% 1 0.7% - - - - 1 1.4% 1 1.7% 3 5.2%
2.0% to 3.9% 32 4.0% 9 6.0% 6 4.9% 2 2.6% 1 1.4% 1 1.7% 2 3.4%
0.0% to 1.9% 155  19.3% 49  32.7% 29  23.6% 13 16.7% 8 11.6% 4 6.7% 5 8.6%
-2.0% to -0.1% 196 24.4% 36 24.0% 34 27.6% 19 24.4% 20 29.0% 11 18.3% 15 25.9%
-4.0% to -2.1% 168  20.9% 26 17.3% 27 22.0% 16 20.5% 16 23.2% 14 23.3% 7 12.1%
-6.0% to -4.1% 123 15.3% 18 12.0% 15 12.2% 13 16.7% 16 23.2% 11 183% 11 19.0%
-8.0% t0 -6.1% 52 6.5% 4 2.7% 6 4.9% 7 9.0% 1 1.4% 6 10.0% 5 8.6%
-10.0% to -8.1% 19 2.4% - - - - 3 3.8% 3 4.3% 5 8.3% 2 3.4%
-12.0% to -10.1% 9 1.1% 1 0.7% - - 1 1.3% 2 2.9% 1 1.7% 3 5.2%
Lower than -12.0% 15 1.9% - - 1 0.8% 1 1.3% 1 1.4% 4 6.7% 2 3.4%
Not Determinable 1 N/A - N/A - N/A - N/A - N/A - N/A - N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Median -2.9% -1.6% -2.1% -3.4% -3.7% -4.9% -3.4%
Sheet Metal Insulators and Operating Painters and Roofersand  Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count %Total Count %Total Count % Total Count % Total Count % Total Count % Total
8.0% or Higher - - 1 1.9% - - - - - - - - - -
6.0% to 7.9% - - - - 2 5.0% - - - - - - - -
4.0% to 5.9% 2 3.7% 2 3.7% - - 2 5.9% - - 1 4.2% - -
2.0% to 3.9% 1 1.9% 3 5.6% 1 2.5% 2 5.9% 2 6.3% 1 4.2% 1 3.6%
0.0% to 1.9% 5 9.3% 10 18.5% 7 17.5% 4 11.8% 8 25.0% 7 29.2% 6 21.4%
-2.0% to -0.1% 15  27.8% 15 27.8% 7 17.5% 7 20.6% 4 12.5% 8 33.3% 5 17.9%
-4.0% to -2.1% 17 31.5% 12 22.2% 9 22.5% 8 23.5% 9 28.1% 3 12.5% 4 143%
-6.0% to -4.1% 6 11.1% 7 13.0% 7 17.5% 8 23.5% 4 12.5% 2 8.3% 5 17.9%
-8.0% to -6.1% 5 9.3% 4 7.4% 4 10.0% 1 2.9% 2 6.3% 1 4.2% 6 21.4%
-10.0% to -8.1% 1 1.9% - - 1 2.5% 1 2.9% 2 6.3% - - 1 3.6%
-12.0% to -10.1% 1 1.9% - - - - - - - - - - - -
Lower than -12.0% 1 1.9% - - 2 5.0% 1 2.9% 1 3.1% 1 4.2% - -
Not Determinable 1 N/A - N/A - N/A - N/A - N/A - N/A - N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Median -3.9% -2.8% -3.7% -3.5% -4.1% -1.8% -4.2%
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Appendix A: Detailed Results by Trade

Exhibit A.07 - Annualized Returns

These exhibits (Exhibit 5.02 repeated at right) show
annualized investment returns, net of fees, for the ten-
year period from 2002 through 2011.

The results on this page include only the 286
construction industry plans that have calendar plan years
and also have complete Form 5500 data for each of the

ten years from 2002 through 2011.

Given the very small sample sizes in the detailed table
below, it may not be appropriate to draw conclusions
about differences between plans in different trades.

It is important to keep in mind that a ten-year horizon is
too short a period over which to evaluate an investment
policy for a pension plan. Further, returns are very
endpoint-sensitive; they can change significantly as the

measurement period moves by even one year.

Note that the detailed table below combines results at
the upper and lower ends of the range.

Annualized Returns: 2002 - 2011

8.0% or Higher (0.7%)
7.5%to 7.9% (0.3%)
7.0%to 7.4% (0.3%)
6.5%t0 6.9% (0.7%)
6.0%t0 6.4% (2.1%)
5.5%t0 5.9% (5.6%)
5.0%to 5.4% (6.3%)

4.5%to 4.9% (11.2%)

4.0%to 4.4% (18.2%)

3.5%to 3.9% (25.9%)

3.0%to 3.4% (18.5%)
2.5%t0 2.9% (7.3%)
2.0%t0 2.4% (1.7%)
1.5%to 1.9% (0.3%)
1.0%to 1.4% (0.3%)

Lower than 1.0% (0.3%)

Source: Form 5500 Data

Annualized Returns: 2002 -2011

Multiemployer Defined Benefit Pension Plans:
Construction Industry

Median Annualized Return: 3.94% per Year
Subsetof 286 Calendar Year Plans
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Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count %Total Count %Total Count % Total Count %Total Count %Total Count % Total
7.0% or Higher 4 1.4% 1 1.8% 1 2.1% - - - - - - - -
6.5% to 6.9% 2 0.7% 1 1.8% 1 2.1% - - - - - - - -
6.0% to 6.4% 6 2.1% 1 1.8% 2 4.3% - - 1 4.8% - - 1 5.9%
5.5% to 5.9% 16 5.6% 3 5.4% 4 8.5% 1 3.7% 2 9.5% - - 1 5.9%
5.0% to 5.4% 18 6.3% 1 1.8% 3 6.4% 1 3.7% 1 4.8% 2 10.5% 2 11.8%
4.5% to 4.9% 32 11.2% 6 10.7% 7 149% 3 11.1% 1 4.8% 6 31.6% 2 11.8%
4.0% to 4.4% 52 18.2% 11 19.6% 7  14.9% 5 185% 5 23.8% - - 1 5.9%
3.5% t0 3.9% 74 25.9% 16 28.6% 9 19.1% 8 29.6% 2 9.5% 6 31.6% 4 23.5%
3.0% to 3.4% 53 18.5% 9 16.1% 9 19.1% 4  14.8% 6 28.6% 4 21.1% 4 23.5%
2.5% t0 2.9% 21 7.3% 4 7.1% 4 8.5% 4  14.8% 2 9.5% 1 5.3% 1 5.9%
2.0% to 2.4% 5 1.7% 2 3.6% - - - - - - - - 1 5.9%
Lower than 2.0% 3 1.0% 1 1.8% - - 1 3.7% 1 4.8% - - - -
Totals 286 100.0% 56 100.0% 47 100.0% 27 100.0% 21 100.0% 19 100.0% 17 100.0%
Median 3.94% 3.94% 4.08% 3.83% 3.98% 3.94% 3.77%
Sheet Metal Insulators and Operating Painters and Roofersand  Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count % Total Count %Total Count % Total Count %Total Count %Total Count % Total
7.0% or Higher - - - 2 10.0% - - - - - - - -
6.5% to 6.9% - - - - - - - - - - - - -
6.0% to 6.4% 1 5.0% - - - - - - - - - - - -
5.5% to 5.9% - - 1 5.3% 2 10.0% 2 11.8% - - - - - -
5.0% to 5.4% 4 20.0% 1 5.3% - - - - - - 1 12.5% 2 18.2%
4.5% t0 4.9% 1 5.0% 1 5.3% 1 5.0% 1 5.9% 1 25.0% - - 2 182%
4.0% to 4.4% 5 25.0% 3 15.8% 4 20.0% 5 29.4% 2 50.0% 1 12.5% 3 27.3%
3.5% t0 3.9% 3 15.0% 10 52.6% 6 30.0% 5 29.4% - 4 50.0% 1 9.1%
3.0% to 3.4% 4 20.0% 2 10.5% 5 25.0% 1 5.9% 1  25.0% 2 25.0% 2 18.2%
2.5% to 2.9% 1 5.0% 1 5.3% - - 2 11.8% - - - - 1 9.1%
2.0% to 2.4% 1 5.0% - - - - 1 5.9% - - - - - -
Lower than 2.0% - - - - - - - - - - - - -
Totals 20 100.0% 19 100.0% 20 100.0% 17 100.0% 4 100.0% 8 100.0% 11 100.0%
Median 4.07% 3.81% 3.93% 3.95% 4.41% 3.70% 4.15%
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Appendix A: Detailed Results by Trade

Exhibit A.08 - Investment Return Assumptions

These exhibits (Exhibit 5.03 repeated at right) show
investment return assumptions, as reported by each
plan’s actuary on the latest Form 5500 Schedule MB,
usually for the plan years ending on or about December

31, 2011.

Multiemployer pension plans are usually invested ina
well-diversified mix of stocks, bonds, and alternative
investments structured to maximize returns over the
long term while minimizing return volatility. The
actuary to a multiemployer plan must evaluate its asset
mix and, based on expectations of future returns,

develop an assumption for what plan assets are

projected to earn over the long term.

As shown below, there are no significant differences in
the distribution of investment return assumptions
between plans in different trades.

Note that the detailed table below combines results at
the lower end of the range.

Investment Return Assumptions

Total Plans: 805

Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans:

Construction Industry

8.50% or Higher (0.5%) 4
8.25% per year (0.3%) 2
8.00% per year (9.8%)
7.75% per year (4.7%)
7.50% per year (51.0%)
7.25%peryear (5.1%)
7.00% per year (21.7%)
6.75%peryear (1.8%) 1 14
6.50% per year (3.1%)
6.25% per year (0.3%)
6.00% peryear (1.0%) |
5.75%peryear (0.1%)
5.50% per year (0.3%)
Lower than 5.50% (0.1%)

75
= 36

= 39
166

m 24

R N R o N

Not Specified ™ 41

0 100 200 300 400 500

Median Investment Return Assumption: 7.50%
Source: 2010-2011 Form 5500 Data

Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total
8.50% or Higher 4 0.5% 1 0.7% 1 0.9% - - 1 1.5% - - - -
8.25% 2 0.3% - - - - 1 1.3% - - - - - -
8.00% 75 9.8% 18 12.7% 12 10.5% 4 5.3% 5 7.7% 8 15.1% 5 9.1%
7.75% 36 4.7% 1 0.7% 7 6.1% 6 7.9% 2 3.1% 1 1.9% - -
7.50% 390 51.0% 66 46.5% 62 54.4% 45  59.2% 32 49.2% 29 54.7% 26 47.3%
7.25% 39 5.1% 3 2.1% 12 10.5% 4 5.3% 4 6.2% 1 1.9% 2 3.6%
7.00% 166 21.7% 44 31.0% 15 13.2% 13 17.1% 12 18.5% 7 13.2% 15 27.3%
6.75% 14 1.8% 3 2.1% 1 0.9% - - 2 3.1% 3 5.7% 1 1.8%
6.50% 24 3.1% 4 2.8% 2 1.8% 1 1.3% 6 9.2% 2 3.8% 4 7.3%
6.25% 2 0.3% 1 0.7% - - - - - - 1 1.9% - -
6.00% or Lower 12 1.6% 1 0.7% 2 1.8% 2 2.6% 1 1.5% 1 1.9% 2 3.6%
Not Specified 41 N/A 8 N/A 9 N/A 2 N/A 4 N/A 7 N/A 3 N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Median 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%
Sheet Metal Insulators and Operating Painters and Roofersand  Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count %Total Count % Total Count %Total Count % Total Count % Total Count % Total
8.50% or Higher - - - - 1 2.5% - - - - - - - -
8.25% - - 1 1.9% - - - - - - - - -
8.00% 5 9.4% 5 9.4% 7 17.5% 1 2.9% - 3 13.6% 2 7.7%
7.75% 8 15.1% 2 3.8% 2 5.0% 4 11.8% 1 3.2% 1 4.5% 1 3.8%
7.50% 28 52.8% 25  47.2% 13 32.5% 22 64.7% 20 64.5% 9 40.9% 13 50.0%
7.25% 3 5.7% 5 9.4% 2 5.0% 1 2.9% 1 3.2% - - 1 3.8%
7.00% 7 13.2% 13 24.5% 12 30.0% 4 11.8% 9 29.0% 7 31.8% 8 30.8%
6.75% - - - - 2 5.0% 1 2.9% - - 1 4.5% - -
6.50% 1 1.9% 2 3.8% - - 1 2.9% - - - - 1 3.8%
6.25% - - - - - - - - - - - - -
6.00% or Lower 1 1.9% - - 1 2.5% - - - 1 4.5% - -
Not Specified 2 N/A 1 N/A - N/A - N/A 1 N/A 2 N/A 2 N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Median 7.50% 7.50% 7.50% 7.50% 7.50% 7.50% 7.50%
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Appendix A: Detailed Results by Trade

Exhibit A.09 - Funded Percentages

These exhibits (which were derived from the latest
results in Exhibit 6.01) show funded percentages as of
the end of the latest plan year. For most plans, the latest
funded percentage is on or about December 31, 2011.

Funded percentages represent the market value of assets
divided by the actuarial accrued liability. Note that there
are many different ways to measure a plan’s funded
percentage. Also note that funded percentages can
change significantly from year to year, depending on
investment returns and other factors. See Section VI for
more information.

Market Value Funded Percentages

Multiemployer Defined Benefit Pension Plans:
Construction Industry

130%or More (1.1%) 8
120%to 129% (0.4%) | 3
110%to 119% (2.1%) | 16
100%to 109% (2.0%) | 15
90%to 99% (9.1%) 69
80%to 89% (22.9%) | 174
70%to 79% (31.5%) | 239
60%to 69% (17.9%) 136
50%to 59% (8.3%) 63

As shown below, there are somewhat significant
differences in the funded percentages from trade to
trade. However, the differences are not as stark as they
are for participant ratios (Exhibit A.05) and net cash flows
(Exhibit A.06). Again, these are the latest funded
percentages, measured on or about December 31, 2011.

Market Value Funded Percentages

Total Plans: 805

40%to 49% (3.2%)
30%to 39% (0.9%)
Lessthan 30% (0.7%)
Not Determinable

24

46

0 200

Median Market Value Funded Percentage: 75.4%
Source: 2010-2011 Form 5500 Data

400

Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total Count % Total
130% or More 8 1.1% 1 0.7% 1 0.9% 1 1.3% - - - - 3 5.4%
120% to 129% 3 0.4% - - 1 0.9% - - - - - - 1 1.8%
110% to 119% 16 2.1% - - 4 3.5% 1 1.3% 3 4.6% 1 1.9% 3 5.4%
100% to 109% 15 2.0% 2 1.4% 3 2.6% 3 3.8% 2 3.1% 1 1.9% - -
90% to 99% 69 9.1% 15  10.6% 10 8.7% 4 5.1% 7 10.8% 4 7.4% 7 12.5%
80% to 89% 174 22.9% 41 28.9% 32 27.8% 12 15.4% 15  23.1% 13 24.1% 9 16.1%
70% to 79% 239 31.5% 44 31.0% 37 32.2% 25  32.1% 21 32.3% 12 22.2% 16 28.6%
60% to 69% 136 17.9% 21 14.8% 17 14.83% 18  23.1% 11 16.9% 13 24.1% 10 17.9%
50% to 59% 63 8.3% 9 6.3% 6 5.2% 10 12.8% 3 4.6% 6 11.1% 5 8.9%
40% to 49% 24 3.2% 8 5.6% 2 1.7% 3 3.8% 2 3.1% 3 5.6% 1 1.8%
30% to 39% 7 0.9% - - 2 1.7% 1 1.3% 1 1.5% 1 1.9% - -
Less than 30% 5 0.7% 1 0.7% - - - - - - - 1 1.8%
Not Determinable 46 N/A 8 N/A 8 N/A - N/A 4 N/A 6 N/A 2 N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Median 75.4% 76.8% 76.4% 71.1% 77.5% 73.0% 77.3%
Sheet Metal Insulators and Operating Painters and Roofers and Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count %Total Count %Total Count % Total Count % Total Count % Total Count % Total
130% or More - - - - - - - - 1 3.3% 1 5.0% - -
120% to 129% - - - - - - 1 3.0% - - - - - -
110% to 119% - - 2 4.0% 1 2.6% - - 1 3.3% - - - -
100% to 109% - - 1 2.0% - - 1 3.0% - - - - 2 7.7%
90% to 99% 6 11.5% 4 8.0% 2 5.3% 1 3.0% 2 6.7% 4 20.0% 3 11.5%
80% to 89% 8 15.4% 12 24.0% 6  15.8% 9 27.3% 6 20.0% 2 10.0% 9 34.6%
70% to 79% 21 40.4% 13 26.0% 14 36.8% 13 39.4% 8 26.7% 10 50.0% 5 19.2%
60% to 69% 10 19.2% 9 18.0% 9 23.7% 6 18.2% 7  23.3% 1 5.0% 4  15.4%
50% to 59% 5 9.6% 8 16.0% 3 7.9% 2 6.1% 2 6.7% 2 10.0% 2 7.7%
40% to 49% - - 1 2.0% 1 2.6% - - 2 6.7% - - 1 3.8%
30% to 39% 1 1.9% - - 1 2.6% - - - - - - - -
Less than 30% 1 1.9% - - 1 2.6% - - 1 3.3% - - - -
Not Determinable 3 N/A 4 N/A 2 N/A 1 N/A 2 N/A 4 N/A 2 N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Median 71.7% 75.8% 70.6% 74.5% 75.8% 77.7% 78.1%
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Appendix A: Detailed Results by Trade

Exhibit A.10 - Contributions

These exhibits (derived from the latest results in Exhibit
7.04) show the employer contributions made during the
latest plan year, per active plan participant.

Most multiemployer plans increased the employer
contribution rates (often combined with reductions in
participant benefit accrual rates) in order to improve
funding levels following the market collapse of 2008.

Employer contributions are related to — but not directly
linked to — annual plan costs. Plan costs include the cost
of benefit accruals, operating expenses, and the cost of
paying down any unfunded accrued liability that may
exist. The following exhibits show the distribution of
contributions per active participant. For most plans,
these figures apply to the plan year ending on or about
December 31, 2011.

Contributions per Active Participant

Total Plans: 805

Contributions per Active Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry

$18,000 or More (3.8%)

$16,000t0$17,999 (3.2%)
$14,000t0 $15,999 (6.2%)
$12,000t0 $13,999 (7.6%)
$10,000t0$11,999 (11.7%)

$8,000to $9,999 (18.7%)
$6,000to $7,999 (16.4%)
$4,000t0 $5,999 (17.4%)
$2,000to $3,999 (10.8%)

$1,000t0 $1,999 (3.2%) |
$0to $999 (1.1%) ]

Not Determinable

0

Median Contributions per Active Participant: $8,113
Source: 2010-2011 Form 5500 Data

30
25
49
60
92
147
129

85
25
9
17

100 200

Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count %Total Count %Total Count % Total Count %Total Count %Total Count % Total
$18,000 or More 30 3.8% 9 6.1% - - 4 5.1% 1 1.5% 3 5.3% 1 1.8%
$16,000 to $17,999 25 3.2% 9 6.1% - - 1 1.3% 1 1.5% 3 5.3% 2 3.6%
$14,000 to $15,999 49 6.2% 16 10.8% 6 5.0% 3 3.8% 1 1.5% 11 19.3% 2 3.6%
$12,000 to $13,999 60 7.6% 17 11.5% 7 5.8% 8 10.3% - - 6 10.5% 2 3.6%
$10,000 to $11,999 92  11.7% 27 182% 14 11.6% 10 12.8% 5 7.5% 4 7.0% 5 8.9%
$8,000 to $9,999 147  18.7% 28  18.9% 29 24.0% 15  19.2% 5 7.5% 9 15.8% 5 8.9%
$6,000 to $7,999 129 16.4% 19 12.8% 22 182% 12 15.4% 8 11.9% 4 7.0% 17 30.4%
$4,000 to $5,999 137  17.4% 14 9.5% 22 182% 12 15.4% 23 34.3% 7 12.3% 16 28.6%
$2,000 to $3,999 85 10.8% 6 4.1% 13 10.7% 11 14.1% 19 28.4% 7 12.3% 4 7.1%
$1,000 to $1,999 25 3.2% 2 1.4% 6 5.0% 1 1.3% 3 4.5% 3 5.3% 2 3.6%
$0to $999 9 1.1% 1 0.7% 2 1.7% 1 1.3% 1 1.5% - - - -
Not Determinable 17 N/A 2 N/A 2 N/A - N/A 2 N/A 3 N/A 2 N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Median $8,113 $10,321 $7,801 $8,148 $4,797 $9,656 $6,857
Sheet Metal Insulators and Operating Painters and Roofers and Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total Count %Total Count % Total Count % Total Count % Total Count % Total Count % Total
$18,000 or More 4 7.4% 1 1.9% 4  10.0% 1 2.9% - - - - 2 8.0%
$16,000 to $17,999 2 3.7% 2 3.7% 2 5.0% 2 5.9% 1 3.1% - - -
$14,000 to $15,999 2 3.7% 4 7.4% 4  10.0% - - - - - - - -
$12,000 to $13,999 2 3.7% 3 5.6% 6 15.0% 4 11.8% 1 3.1% 1 4.5% 3 12.0%
$10,000 to $11,999 5 9.3% 6 11.1% 2 5.0% 7  20.6% 3 9.4% 2 9.1% 2 8.0%
$8,000 to $9,999 12 22.2% 12 22.2% 12 30.0% 5 14.7% 11 34.4% 2 9.1% 2 8.0%
$6,000 to $7,999 4 7.4% 12 22.2% 4  10.0% 7  20.6% 6 18.8% 8 36.4% 6 24.0%
$4,000 to $5,999 12 22.2% 7  13.0% 4  10.0% 5 147% 6 18.8% 5 22.7% 4 16.0%
$2,000 to $3,999 10 18.5% 4 7.4% 1 2.5% 1 2.9% 3 9.4% 3 13.6% 3 12.0%
$1,000 to $1,999 - - 3 5.6% 1 2.5% - - 1 3.1% 1 4.5% 2 8.0%
$0to $999 1 1.9% - - - - 2 5.9% - - - - 1 4.0%
Not Determinable 1 N/A - N/A - N/A - N/A - N/A 2 N/A 3 N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Median $7,853 $8,078 $9,420 $9,141 $8,008 $6,480 $6,550

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

57



Appendix A: Detailed Results by Trade

Exhibit A.11 - Contributions vs. Costs

These exhibits (derived from the latest results in Exhibit
7.05) show the difference, per active plan participant,
between employer contributions and annual plan costs
for the latest plan year, usually ending on or about
December 31, 2011.

Annual plan costs include the cost of benefit
accruals, operating expenses, and the cost of paying
down the unfunded accrued liability over 15 years.

In general, if there is a contribution surplus
(contributions exceed costs) the plan is expected to
get better funded over time. If thereis a
contribution shortfall, the plan is generally expected
to get worse funded (or perhaps funding will
improve very slowly or remain flat) over time.

Note that the results below do not reflect changes to
employer contribution rates or participant benefits that

$10,000 or More (1.1%)
$8,000to $9,999 (0.1%)
$6,000to $7,999 (1.7%)
$4,000to0 $5,999 (6.5%)
$2,000t0 $3,999 (12.1%)
$S0to $1,999 (24.6%)
-$2,000t0 -$1 (27.9%)
-$4,000to -$2,001 (14.0%)
-$6,000to -$4,001 (6.3%)
-$8,000to -$6,001 (3.3%)
-$10,000t0-$8,001 (2.3%)

Not Determinable

Contributions vs. Costs per Active

Multiemployer Defined Benefit Pension Plans:
Construction Industry

18

1

io12

47

e 88
179
I 203
102
46

w24

- 17

m— 73

0 100 200

Median Contributions vs. Costs per Active: -$341

300

were scheduled to take effect after 2011.

Contributions vs. Costs per Active

Total Plans: 805

Source: 2010-2011 Form 5500 Data

Plumbers and Electrical Bricklayers and Cement
All Trades Pipefitters Workers Laborers Allied Crafts Iron Workers Masons
Category Count % Total Count % Total Count % Total Count %Total Count %Total Count % Total Count % Total
$5,000 or More 42 5.6% 7 4.9% 9 7.9% 5 6.4% - - 3 5.8% 6 10.9%
$4,000 to $4,999 26 3.4% 11 7.7% 6 5.3% 2 2.6% - - - - - -
$3,000 to $3,999 33 4.4% 9 6.3% 6 5.3% - - 1 1.5% 4 7.7% 1 1.8%
$2,000 to $2,999 55 7.3% 19 13.4% 8 7.0% 1 1.3% 1 1.5% 5 9.6% 3 5.5%
$1,000 to $1,999 84 11.1% 19 13.4% 12 10.5% 12 15.4% 10 15.4% 1 1.9% 6  10.9%
$0to $999 98  13.0% 18 12.7% 21 18.4% 11 14.1% 9 13.8% 3 5.8% 7 12.7%
-$1,000to -$1 117 15.5% 18 12.7% 18 15.8% 16 20.5% 12 18.5% 8 15.4% 5 9.1%
-$2,000 to -$1,001 87 11.5% 18 12.7% 12 10.5% 10 12.8% 9 13.8% 5 9.6% 5 9.1%
-$3,000 to -$2,001 62 8.2% 8 5.6% 7 6.1% 7 9.0% 5 7.7% 8 15.4% 7 12.7%
-$4,000 to -$3,001 41 5.4% 4 2.8% 4 3.5% 3 3.8% 3 4.6% 6 11.5% 5 9.1%
-$5,000 to -$4,001 110 14.6% 11 7.7% 11 9.6% 11 14.1% 15 23.1% 9 17.3% 10 18.2%
Not Determinable 50 N/A 8 N/A 9 N/A - N/A 4 N/A 8 N/A 3 N/A
Totals 805 100.0% 150 100.0% 123 100.0% 78 100.0% 69 100.0% 60 100.0% 58 100.0%
Median -$341 $577 $198 -$467 -$896 -$1,165 -$657
Sheet Metal Insulators and Operating Painters and Roofers and Other or Mixed
Carpenters Workers Allied Workers Engineers Allied Trades  Allied Workers Trades
Category Count % Total  Count % Total  Count % Total  Count % Total = Count % Total  Count % Total  Count % Total
$5,000 or More 1 1.9% 1 2.0% 4 10.5% 4 12.1% 1 3.3% - - 1 3.8%
$4,000 to $4,999 - - 3 6.0% 4  10.5% - - - - - - - -
$3,000 to $3,999 2 3.8% 5 10.0% 2 5.3% - - - - 2 10.0% 1 3.8%
$2,000 to $2,999 3 5.8% 3 6.0% 3 7.9% 2 6.1% 2 6.7% 3 15.0% 2 7.7%
$1,000 to $1,999 4 7.7% 3 6.0% 2 5.3% 4 12.1% 6  20.0% 5 25.0% - -
S0 to $999 4 7.7% 8 16.0% 4 10.5% 2 6.1% 3 10.0% 3 15.0% 5 19.2%
-$1,000to -$1 11 21.2% 10 20.0% 3 7.9% 7 21.2% 2 6.7% 4 20.0% 3 11.5%
-$2,000 to -$1,001 9 17.3% 4 8.0% 6 15.8% 5 15.2% 2 6.7% - - 2 7.7%
-$3,000 to -$2,001 6 11.5% 4 8.0% 2 5.3% 1 3.0% 4  13.3% 1 5.0% 2 7.7%
-$4,000 to -$3,001 4 7.7% - - 4  10.5% 2 6.1% 1 3.3% 1 5.0% 4  15.4%
-$5,000 to -$4,001 8 15.4% 9 18.0% 4  10.5% 6 182% 9 30.0% 1 5.0% 6 23.1%
Not Determinable 3 N/A 4 N/A 2 N/A 1 N/A 2 N/A 4 N/A 2 N/A
Totals 55 100.0% 54 100.0% 40 100.0% 34 100.0% 32 100.0% 24 100.0% 28 100.0%
Median -$1,098 -$199 -$40 -$639 -$1,586 $927 -$1,329

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

58



Appendix B: Plumbers and Pipefitters Plans

Appendix B provides many of the same exhibits
shown in the main body of the report, but only for
the 150 plans in the construction industry covering
members of the United Association of Journeymen
and Apprentices of the Plumbing and Pipefitting
Industry. This includes the air conditioning, sprinkler,
and refrigeration trades.

The exhibits include a “UA” label indicating that they
apply to Plumbers and Pipefitters plans only. The
exhibit numbers correspond to the numbers in the
main body of the report. Please refer to the main
body of the report for additional descriptions and
commentary regarding the results and exhibits.

Plans in the Inventory

The exhibits on this page show distributions of
construction industry plans covering Plumbers and
Pipefitters by asset value (Exhibit 2.01-UA), number
of participants (Exhibit 2.02-UA) and number of
participating employers (Exhibit 2.03-UA).

Asset values are the market values of assets as of the
end of the latest plan year, usually on or around
December 31, 2011.

The number of covered participants and number of
participating employers are reported by the plan
administrator on the Form 5500. Counts are as of
the end of the latest plan year.

Exhibit 2.01-UA

Asset Values

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

Atleast $5.00B (0.0%)
$2.00Bto $4.99B (1.3%) 2
$1.00Bto $1.99B (0.7%) | 1
$500Mto $999M (3.3%) 5
$200Mto $499M (14.7%) 22
$100Mto $199M (21.3%) 32
$50Mto $99M (18.7%) | 28
$25Mto $49M (23.3%) 35
$5Mto $24M (16.0%) 24
Under $5M (0.7%) 1

0 50

AssetValues: Median = $74M | Average=$170M
Total Plans: 150 Source: 2010-2011 Form 5500 Data

Exhibit 2.02-UA

Number of Participants

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

Atleast 50,000 (0.7%) || 1

25,000 to 49,999 (0.7%) 1
10,000 to 24,999 (1.3%) | 2
5,000t0 9,999 (4.0%) 6
4,000t0 4,999 (2.7%) 4
3,000t0 3,999 (4.7%) 7
2,000t0 2,999 (10.7%) 16
1,500t0 1,999 (15.3%) 23
1,000to0 1,499 (15.3%) 23
500to 999 (28.7%) 43
100to 499 (16.0%) 24
Under 100 (0.0%) -
Not Reported -

0 50

Participant Counts: Median = 1,149 | Average = 2,857

Total Plans: 150 Source: 2010-2011 Form 5500 Data

Exhibit 2.03-UA

Number of Employers

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

2,000 or More (0.7%)
1,000to0 1,999 (0.0%)
500t0 999 (1.3%)
300to 499 (4.0%)
200t0 299 (5.3%)
150to 199 (3.3%)
100to 149 (10.7%)
75t099 (12.7%)
50to 74 (18.0%)
25t0 49 (30.7%)
10to 24 (10.0%)

2to 9 Employers (3.3%)
1 Employer (0.0%)
Not Reported

Employer Count: Median =58 | Average= 121

Total Plans: 150 Source: 2010-2011 Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Plan Demographics

Exhibit 3.01-UA below shows the median participant
counts for Plumbers and Pipefitters plans in the
construction industry over the ten-year period from
2002 through 2011. Participant counts are those
reported on the Form 5500 and are as of the end of
the plan year.

Exhibit 3.02-UA below shows the ratio of active
participants to inactive participants. In general, the
higher the ratio of active participants to inactive
participants, the easier it is for a plan to correct any
funding shortfall by increasing contribution rates or
decreasing future benefit accruals. On the other
hand, a lower ratio usually means that it is more
difficult for a plan to improve funding through these
means.

As with plans in the construction industry in general,
demographics for plans covering Plumbers and
Pipefitters have steadily worsened over the past
decade. However, changes in demographics for
Plumbers and Pipefitters plans were somewhat more
favorable (less unfavorable) than for all plans in the
construction industry.

For example, as shown in Exhibit 3.02-UA, the
median participant ratio for Plumbers and Pipefitters
plans decreased from 1.15 at the end of 2002 to 0.81
at the end of 2011.

While this indeed represents a demographic shift,
the decline wasn’t as great as it was for construction
industry plans in general, from 1.16 to 0.71 over the
same period. This may indicate greater resilience in
work levels for Plumbers and Pipefitters when
compared to the rest of the construction industry.

Exhibit 3.01-UA

Median Participant Counts (End of Plan Year)
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

1,200

1,000

800

600

400

200

0

Plan Year Beginning 2002 2003

Number of Plans 150 148
Active 538 513
Deferred Vested 139 145
M Retired 270 273
M Beneficiaries 58 56
Total Participants 1,005 987

2004
148
552
149
289

61
1,050

2005 2006 2007 2008 2009 2010 2011
148 148 149 148 149 151 140
569 577 581 551 541 544 519
151 150 149 143 173 164 171
295 309 312 293 306 341 345
63 66 70 76 83 81 83
1,077 1,102 1,112 1,062 1,103 1,130 1,117

Source: Form 5500 Data

Exhibit 3.02-UA

3.50

Participant Ratios: Actives to Inactives (End of Plan Year)

Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

3.00 1+

2.50

2.00 T

1.50 -+ —1 1
| | | | || »a e | |
1.00
| . N = [
0.50
£ 0.00
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 150 148 148 148 148 149 148 149 151 140
95th Percentile 3.29 2.71 2.50 2.53 2.26 2.29 2.08 2.12 2.00 1.58
75th Percentile 1.51 1.44 1.41 1.35 1.29 1.31 1.37 1.22 1.15 1.06
50th Percentile 1.15 1.10 1.05 1.01 1.06 1.06 1.02 091 0.89 0.81
25th Percentile 0.87 0.85 0.82 0.83 0.79 0.82 0.82 0.76 0.66 0.62
Sth Percentile 0.56 0.53 0.52 0.52 0.56 0.53 0.54 0.49 041 0.40

Source: Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Plan Cash Flows

Exhibit 4.01-UA below shows median cash flows for
Plumbers and Pipefitters plans in the construction
industry over the ten-year period from 2002 through
2011. Employer contributions represent the sole
source of “cash in.” Plan disbursements, or “cash
out,” include participant benefit payments and
operating expenses.

If contributions to the plan exceed benefit payments
and operating expenses, then the plan has a positive
cash flow. On the other hand, if contributions to the
plan do not cover benefit payments and operating
expenses, then the plan has a negative cash flow. As
plans mature, their cash flows tend to become
increasingly negative.

Exhibit 4.02-UA below shows net cash flows from
2002 through 2011, expressed as a percentage of
plan assets. For a plan with a negative cash flow,
this percentage represents the return on
investments that is needed to keep the plan’s asset
value from declining. For example, a plan with a
negative cash flow of 3.0% of assets must have an
investment return of at least 3.0% in order to avoid a
decline in its asset value.

As with plan demographics, the trend over the last
ten years for net cash flows for Plumbers and
Pipefitters plans has been more favorable than for
construction industry plans in general. For example,
the median net cash flow for Plumbers and
Pipefitters plans actually improved from -2.1% to
-1.7% over that period, compared to a decrease
from -2.3% to -2.9% for all construction industry
plans.

Exhibit 4.01-UA

Median Cash Flows ($Millions)
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

Net Cash Flow (%)

7.00 0.0%

6.00 - -1.0%

5.00 - -2.0%

4.00 - r-3.0%

3.00 - - -4.0%

2.00 - -5.0%

1.00 - - -6.0%

0. 4 - -7.0%
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 148 143 142 146 147 148 143 148 150 139
I Contributions 3.02 2.90 3.02 3.43 4.12 4.45 4.63 4.59 4.88 5.19
I Disbursements 424 4.33 452 4.88 4.99 5.26 5.26 5.79 6.13 6.46
Net Cash Flow ($) (1.21) (1.44) (1.50) (1.45) (0.87) (0.81) (0.63) (1.20) (1.25) (1.26)
A~ Net Cash Flow (%) -21% -25%  -27%  -25% -2.1% -1.6% -14% -25% -23% -1.7%

Source: Form 5500 Data

Exhibit 4.02-UA

6.0%

Net Cash Flow as a Percentage of Assets
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

4.0%
2.0% +—
0.0%
-2.0%
-4.0%
-6.0%

-8.0%

-10.0%

-12.0%
Plan Year Beginning

2002
148
3.4%
-0.9%
-2.1%
-3.9%
-6.2%

2003
143
3.0%
-1.0%
-2.5%
-4.5%
-7.1%

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

2004
142
1.9%
-0.9%
-2.7%
-4.4%
-7.4%

2005 2006 2007 2008 2009 2010 2011
146 147 148 143 148 150 139
2.4% 3.2% 4.5% 4.3% 6.0% 4.6% 3.2%
-0.6% -0.6% 0.1% 0.1% 0.3% 0.1% 0.0%
-2.5% -2.1% -1.6% -1.4% -2.5% -2.3% -1.7%
-3.9% -3.8% -3.1% -3.0% -4.7% -4.4% -3.8%
-6.8% -5.9% -5.6% -5.7% -8.0% -7.2% -6.5%

Source: Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Plan Investments

Exhibit 5.01-UA below shows net investment returns
from 2002 through 2011 for Plumbers and
Pipefitters plans. For consistency of timing, only the
plans with calendar plan years were included.

Exhibit 5.02-UA below shows annualized net
investment returns from 2002 through 2011 for
Plumbers and Pipefitters plans. As shown below, the
median net annualized investment return was 3.94%
for the ten-year period.

Exhibit 5.03-UA below shows investment return
assumptions for Plumbers and Pipefitters plans, as
reported by the plan actuaries on the latest Form
5500 Schedules MB.

When comparing actual investment returns (and
investment return assumptions) between Plumbers
and Pipefitters plans and plans in the construction
industry in general, differences are relatively small.
It is important to keep in mind certain limitations
when reviewing these results. See Section V for
more information.

Net Investment Returns

Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

= A

e

Exhibit 5.01-UA
30.0%
20.0% =
10.0% | Aa. [~o ]
0.0%
-10.0% ’ﬂ
-20.0%
-30.0%
Plan Year Beginning 2002 2003 2004
Number of Plans 66 66 65
95th Percentile -26%  216% 11.8%
75th Percentile -4.7% 19.1% 9.7%
50th Percentile -76%  16.1% 8.3%
25th Percentile -104%  13.9% 6.9%
Sth Percentile -12.6% 9.8% 4.0%
Calendar Year Plans Only

2005 2006 2007 2008 2009 2010 2011
65 66 66 65 65 68 67
9.0% 14.5% 9.7% -6.8% 246% 13.9% 3.6%
7.2% 12.5% 79% -209% 20.5% 12.4% 1.5%
5.9% 10.9% 6.7% -23.6% 169% 11.7% 0.6%
4.8% 9.5% 59% -26.2% 12.4% 9.7% -0.5%
3.6% 7.5% 43% -30.0% 7.6% 7.0% -2.4%

Source: Form 5500 Data

Exhibit 5.02-UA

Exhibit 5.03-UA

Annualized Returns: 2002 - 2011

Construction Industry | UA

8.0% or Higher (0.0%) -
7.5%to 7.9% (0.0%) | -
7.0%t0 7.4% (1.8%) 1
6.5%t0 6.9% (1.8%) 1
6.0%t0 6.4% (1.8%) 1

1.5%to 1.9% (0.0%) -
1.0%to 1.4% (0.0%) -
Lower than 1.0% (1.8%) 1

Median Annualized Return: 3.94% per Year
Subsetof 56 Calendar Year Plans
Source: Form 5500 Data

0, 0 [+
5.5%t0 5.9% (5.4%) | 3 7.25%peryear (2.1%)
5.0%to 5.4% (1.8%) [ 1 7 00% (31.0%)
4.5%t0 4.9% (10.7%) | 6 : "operyear o
4.0%10 4.4% (19.6%) | 11 6.75%per year (2.1%)
3.5%to0 3.9% (28.6%) 16 6.50% per year (2.8%)
3.0%to 3.4% (16.1%) | 9 6.25%peryear (0.7%)
2.5%t0 2.9% (7.1%) | 4 6.00% per year (0.7%)
2.0%to 2.4% (3.6%) 2 5.75%per year (0.0%)

Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans: Multiemployer Defined Benefit Pension Plans:

Construction Industry | UA

8.50% or Higher (0.7%)
8.25% per year (0.0%)
8.00% per year (12.7%)
7.75% per year (0.7%)
7.50% per year (46.5%)

5.50%peryear (0.0%)
Lower than 5.50% (0.0%)
Not Specified

20 0 100

Median Investment Return Assumption: 7.50%
Total Plans: 150 Source: 2010-2011 Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Plan Funding

Exhibit 6.01-UA below shows funded percentages for
Plumbers and Pipefitters plans in the construction
industry for the ten-year period from 2002 through
2011. For consistency in timing, only the plans with
calendar plan years were included.

The funded percentages below represent the ratio of
the market value of assets over the actuarial accrued
liability. Using the market value of assets provides
the funded percentage at a point in time, without
smoothing prior asset gains and losses. This
provides a consistent comparison from plan to plan.
(Note, however, that it is appropriate to use the
smoothed, actuarial value of assets for purposes of
making funding decisions and calculating
contribution requirements under PPA.)

The funded percentages shown below are measured
as of the end of the plan year, and the results
include only plans with calendar year plan years. For
example, funded percentages for 2011 are as of
December 31, 2011.

As shown in Exhibit 6.01-UA below, the median
funded percentage for Plumbers and Pipefitters
plans increased from 71.4% as of December 31, 2002
to 76.0% as of December 31, 2011. This increase is
greater than the increase in funded percentage for
construction industry plans in general, from 72.4% to
76.0% over the same period.

Exhibit 6.01-UA

Exhibit 6.02-UA below shows the distribution of
certification statuses under the Pension Protection
Act of 2006 (PPA) for Plumbers and Pipefitters plans
for the 2009, 2010, and 2011 plan years.

The distributions of certification statuses are very
similar to those for all construction industry plans, in
general. For a description of the tests used in
certifying the status for a multiemployer plan under
PPA, see Section VI of the report.

Exhibit 6.02-UA

Distribution of PPA Certification
Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

100% -
90% -
80%
70%
60% -
50%
40% +——
30% -
20% -
10% -

0% -

Plan Year 2009 2010 2011

B GreenZone 41.6% 53.7% 64.6%

Endangered 27.0% 23.9% 22.8%

@ Seriously Endangered 7.3% 5.2% 1.6%

M Critical 24.1% 17.2% 11.0%
Plans with Status 137 134 127
Plans with No Status 12 17 13

Source: Form 5500 Data

Market Value Funded Percentages (End of Year)

Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

130%

120%

110%

100%

90% D —

go% L pu BN -7 pu |

S == -

60% I

50%

40%
PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 66 66 65 65 66 66 65 65 68 67
95th Percentile 87.7% 96.6% 100.9% 100.4% 105.9% 106.7% 86.3% 93.6% 100.7% 97.2%
75th Percentile 776% 850% 87.8% 88.1% 94.0% 933% 764% 83.0% 87.2% 85.0%
50th Percentile 714% 77.6% 79.6% 78.0% 83.9% 853% 67.1% 757% 79.0% 76.0%
25th Percentile 63.1% 702% 733% 733% 753% 77.7% 609% 675% 71.8% 67.4%
5th Percentile 56.0% 59.6% 633% 61.1% 64.4% 66.5% 46.9% 502% 48.8% 47.6%
CalendarYearPlans Only Source: Form 5500 Data

Inventory of Construction Industry Pension Plans = 2013 Edition
© Mechanical Contractors Association of America, Inc. and Horizon Actuarial Services, LLC

63



Appendix B: Plumbers and Pipefitters Plans

Plan Costs and Contributions

As described in more detail in Section VII, there are
three components to annual plan costs: (1) the cost
of benefit accruals, (2) operating expenses, and (3)

the cost of paying down the unfunded accrued

liability over a period of time.

Exhibit 7.01-UA below shows the first component —

the cost of benefit accruals — for Plumbers and

Pipefitters plans for the ten-year period from 2002
through 2011. The costs of accruals (also known as
the “normal cost”) are shown on a per active
participant basis. For consistency in timing, only the
plans with calendar plan years were included.

As shown below, normal costs for Plumbers and

Pipefitters plans increased over the decade, likely

Exhibit 7.01-UA

Exhibit 7.03-UA

due in large part to aging of the participant
population. However, there were significant

decreases after 2009. These declines were likely due

to reductions in the rate of benefit accruals.

The second component of plan costs is operating
expenses. Later in this section, Exhibit 8.03-UA
shows operating expenses per participant over the
past decade for Plumbers and Pipefitters plans.
(That is why there is no Exhibit 7.02-UA.)

Exhibit 7.03-UA below shows the cost, per active
participant, of paying down the unfunded accrued
liability over a period of time. The figures below are
based on the difference between the actuarial
accrued liability and the market value of assets over

a period of fifteen years. See Section VIl for

additional descriptions and commentary.

Cost of Benefit Accruals per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

$15,000
$10,000
$5,000 - O N N e S N
E & & & & & « 8 & o
S0
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 66 66 65 65 66 66 65 65 68 67
95th Percentile 4,881 5887 7,574 7374 6127 6591 8555 7,009 7,504 8,483
75th Percentile 3,095 3,511 3,428 3,445 3,408 3,557 4,523 4545 4289 4,191
50th Percentile 2,173 2,532 2,417 2,495 2,631 2,872 3,037 3,430 3,068 2,888
25th Percentile 1,586 1,775 1,701 1,650 1,791 1,881 1,952 2,106 1,836 2,055
5th Percentile 461 480 824 882 436 519 1,068 685 499 409

Calendar Year Plans Only

Source: Form 5500 Data

Cost of Unfunded Liability per Active Participant

Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

$25,000

$20,000

$15,000

$10,000

$5,000 -
$0 -

-z g EE = aed

($5,000)
Plan Year Beginning

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

CalendarYearPlans O

. ——

=
2002 2003 2004 2005

66 66 65 65

5,911 8,338 7,778 7,926
3,891 6,204 5,246 5,207
2,645 4922 3,394 3,558
1,340 3,294 1,741 1,859
(786) 620 140 (98)

nly

2006
66
8,970
5,151
3,274
1,738
(31)

2007
66
8,686
4,126
2,856
1,118
(343)

2008
65
9,534
4,079
2,299
953
(1,199)

2009
65
15,822
10,537
6,473
3,897
1,321

2010
68

12,868

9,409

6,215

3,542
955

2011
67
13,043
9,618
5,691
3,184
745

Source: Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Plan Costs and Contributions (cont.)

Exhibit 7.04-UA below shows how contributions for
Plumbers and Pipefitters plans, per active
participant, have changed over the past decade.

As shown below, in nearly every year, contributions
have increased over the prior year. Increases in the
early part of the decade were modest. However,
contributions increased more significantly in the
following years. This was likely a result of increases
in contributions to correct the funding shortfalls
brought on by the investment losses of 2001 and
2002, and again in 2008 and early 2009.

As described earlier, to the extent that employer
contributions exceed the plan’s annual costs, the
plan is generally expected to get better funded over

time. If employer contributions do not cover annual
costs, then the plan is generally expected to get
worse funded over time (or perhaps funding will
improve very slowly or remain flat over time).

Exhibit 7.05-UA shows the differences between
contributions and costs for Plumbers and Pipefitters
plans, from 2002 through 2011. Positive numbers
indicate contributions exceed costs; negative
numbers indicate costs exceed contributions.

As shown below, the median difference between
contributions and costs was negative in 2009 and
2010, following the investment losses of 2008.
However, the median difference between
contributions and costs was positive for 2011. This
was likely a result of actions by plan trustees to
improve plan funding after 2008.

Exhibit 7.04-UA

Employer Contributions per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

CalendarYear Plans Only

$25,000

$20,000

$15,000 IS BN == =

$10,000 - — T — ‘-—-—-—l =»

oo W m m @ BN BN
o || .

PlanYear Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 66 66 65 65 66 66 65 65 68 67
95th Percentile 9,747 10,745 11,312 11,550 12,907 14,458 20,656 17,088 17,878 19,838
75th Percentile 6,549 6,648 6835 7,711 8576 9977 11,596 11,657 12,194 13,703
50th Percentile 5373 5226 5370 5665 6501 7211 7,731 8753 9,051 10,579
25th Percentile 3,237 3574 3514 4,034 4697 5556 6120 5964 6,355 7,539
5th Percentile 1,212 1,263 1,116 1,209 1,922 2,135 2,450 2,246 2,225 2,147

Source: Form 5500 Data

Exhibit 7.05-UA

Contributions vs. Costs per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

Calendar Year Plans Only

$10,000
$5,000 +— —
R i B
(65,000 -t . -
($10,000)
($15,000)
($20,000)
Plan Year Beginning 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Number of Plans 66 66 65 65 66 66 65 65 68 67
95th Percentile 5,780 866 1,639 2,664 2,738 4,329 5,701 2,169 3,852 5,078
75th Percentile 429 (1,278)  (433) 136 1,039 2,359 3,153 (653) 392 2,820
50th Percentile (462) (2,624) (1,384) (628) 60 1,086 1,810 (2,680) (1,082) 481
25th Percentile (1,393) (4,326) (2,579) (1,914) (1,345) 113 333 (5,621) (3,519) (1,047)
Sth Percentile (2,877) (6,189) (5,826) (4,500) (3,194) (1,491) (2,084) (8,207) (6,112) (4,340)

Source: Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

The remainder of Appendix B takes a closer look at
investment fees and operating expenses for
Plumbers and Pipefitters plans in the construction
industry. The intent of this section is to provide plan
trustees with a sense of how their plans’ fees and
expenses compare to other Plumbers and Pipefitters
plans in the construction industry.

Investment Fees

The majority of investment fees are paid to
investment managers, usually as a percentage of
assets. In general, more active or complicated
investment strategies will have higher manager fees;
passive or indexed strategies will have lower fees.

In most cases, investment fees will also include fees
paid to consultants who advise plan trustees on
investment decisions, as opposed to actually
investing the money. Sometimes the Form 5500
preparer will classify investment consultant fees as
professional fees, in which case they will count as
operating expenses for purposes of this analysis.

Exhibit 8.01-UA below shows historical investment
fees, as a percent of plan assets, over the last decade
for all construction industry plans. With a few
exceptions, investment fees have remained
relatively level over the last ten years.

Exhibit 8.01-UA

Exhibit 8.02-UA shows a snapshot distribution of
investment fees during the latest plan year. The
average fees were 44 basis points (“bps”), in other
words, about 0.44% of plan assets.

Exhibit 8.02-UA

Investment Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

100 bps or more (0.7%) 1

90 bps to 99 bps (1.4%) 2

80 bps to 89 bps (0.7%) | 1

70 bps to 79 bps (4.2%) 6
60 bps to 69 bps (11.1%) 16
50 bps to 59 bps (18.1%) 26
40 bps to 49 bps (21.5%) 31
30 bps to 39 bps (20.8%) 30
20 bps to 29 bps (10.4%) 15

10 bps to 19 bps (6.9%) 10

Obpsto 9bps (4.2%) 6

Not Determinable 6

0 20 40

Median =43 bps | Average = 44 bps
Total Plans: 150 Source: 2010-2011 Form 5500 Data

Investment Fees (% of Assets)
Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

1.00%

0.80%

0.60% 1

»u
0.40% :i . I
0.20% -

2006 2007 2008 2009 2010 2011

CalendarYearPlans Only

0.00%

Plan Year Beginning 2002 2003 2004 2005
Number of Plans 66 66 65 65

95th Percentile 0.71% 0.71% 0.77% 0.66%
75th Percentile 0.47% 0.54% 0.54% 0.54%
50th Percentile 0.40% 0.46% 0.44% 047%
25th Percentile 032% 037% 037% 0.35%
5th Percentile 0.20% 0.28% 0.17% 0.13%

66 66 65 65 68 67
0.70% 0.79% 0.69% 0.89% 0.72% 0.65%
0.58% 0.63% 051% 0.58% 0.59% 0.56%
0.48% 0.52% 0.45% 0.48% 0.48% 0.45%
040% 043% 035% 038% 036% 0.36%
0.16% 0.14% 0.13% 0.19% 0.15% 0.15%

Source: Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Per-Participant Operating Expenses

Operating expenses include the cost of administering
the plan, fees paid to professionals (such as attorneys,
auditors, actuaries, and consultants), and insurance
and PBGC premiums. They exclude investment fees.

As discussed in Section VII, it is more appropriate to
express operating expenses on the basis of total
participants rather than active participants only,
because there are administrative costs associated
with both active and inactive or retired participants.

Exhibit 8.03-UA below shows operating expenses
over the last ten years for Plumbers and Pipefitters
plans in the construction industry, on the basis of
total participants.

When expressed as a per participant cost, operating
expenses have increased steadily over the period
from 2002 through 2011. Median operating
expenses increased from $209 per participant to
$251 per participant over that period. That is a total
increase of 20.1%, or 2.0% per year on average.

Exhibit 8.03-UA

Exhibit 8.04-UA shows the snapshot distribution of
operating expenses per participant, based on the
latest Form 5500 filings for all 150 Plumbers and
Pipefitters plans in the inventory. Exhibit 8.05-UA
(later in this section) shows operating expenses on
the basis of total dollars paid.

Exhibit 8.04-UA

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

$1,000 or more (0.7%) 1
$7501t0 $999 (0.0%) | -
$500t0 $749 (6.0%)
$400to $499 (6.0%)
$350to $399 (8.1%) 12

$300t0 $349 (12.1%) 18
$250t0 $299 (15.4%) 23
$200t0 $249 (23.5%) 35
$150t0 $199 (18.1%) 27
$100to0 $149 (9.4%) 14
$50t0 $99 (0.7%) | 1
$0to $49 (0.0%) | -

Not Determinable 1

Median =$247 | Average =$275

Total Plans: 150 Source: 2010-2011 Form 5500 Data

$700

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans: Construction Industry | UA

$600
$500

$400 +—

$300 +

B N N
$200
oo B M

e e

0
Plan Year Beginn?ng 2002 2003 2004

2005
Number of Plans 66 66 65 65
95th Percentile 468 522 467 497
75th Percentile 276 312 303 322
50th Percentile 209 208 208 233
25th Percentile 122 137 137 138
5th Percentile 77 86 80 96

2006 2007 2008 2009 2010 2011
66 66 65 65 68 67
474 488 617 542 547 520
341 340 351 348 318 317
207 227 240 256 260 251
160 159 175 187 195 181
115 120 117 126 122 139

Source: Form 5500 Data
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Appendix B: Plumbers and Pipefitters Plans

Total Operating Expenses

In addition to reviewing operating expenses on a per
participant basis, it may be useful for plan trustees
to review operating expenses in total.

Exhibit 8.05-UA shows operating expenses in total
for Plumbers and Pipefitters plans in the
construction industry.

As an additional reference, Exhibit 8.06-UA and
Exhibit 8.07-UA, respectively, show total operating
expenses split by administrative and other expenses
and professionals fees.

Administrative and other expenses include the cost
of salaries for fund employees or third party
administrator fees, PBGC and insurance premiums,
and general administrative costs. Professionals’ fees
are the total fees paid to attorneys, auditors,
actuaries, and consultants.

Exhibit 8.05-UA

Total Operating Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

$10.00Mor more (0.7%)
$5.00Mto $9.99M (0.0%)
$2.00Mto $4.99M (2.0%)
$1.00Mto $1.99M (6.0%)

$750K to $999K (5.3%)

$500K to $749K (11.3%)

$400K to $499K (8.0%)

$300K to $399K (16.0%)

$200K to $299K (18.0%)

$100K to $199K (22.0%)

$50K to $99K (8.0%)
SO to $49K (2.7%)
Not Determinable

0 20 40

Median =$297,000 | Average = $904,000
Total Plans: 150 Source: 2010-2011 Form 5500 Data

Exhibit 8.06-UA

Administrative and Other Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

$10.00M or more (0.7%)
$5.00Mto $9.99M (0.0%)
$2.00Mto $4.99M (0.7%)
$1.00Mto $1.99M (4.7%)

$750K to $999K (2.0%)
$500K to $749K (5.3%)
$400K to $499K (2.7%)
$300K to $399K (9.3%)
$200K to $299K (14.0%)
$100K to $199K (27.3%)
$50K to $99K (24.0%)
$0to $49K (9.3%)

Not Determinable

0 50

Median =$160,000 | Average = $730,000
Total Plans: 150 Source: 2010-2011 Form 5500 Data

Exhibit 8.07-UA

Professionals Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | UA

$10.00Mor more (0.0%) | -
$5.00Mto $9.99M (0.0%) | -
$2.00Mto $4.99M (0.7%)
$1.00Mto $1.99M (0.7%)
$750K to $999K (0.7%)
$500K to $749K (2.0%)
$400K to $499K (0.7%)
$300K to $399K (5.3%) 8
$200K to $299K (12.7%) 19
$100K to $199K (37.3%) 56
$50K to $99K (24.7%) 37
$0to $49K (15.3%) 23
Not Determinable -

0 50 100

T

Median =$115,000 | Average = $173,000
Total Plans: 150 Source: 2010-2011 Form 5500 Data
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Appendix C: Plan Listing

Attached is a listing of the construction industry
plans that were included in the inventory. Note that

Exhibit €.01

only the 805 plans that filed a Form 5500 for 2010 or Construction Industry Plans by State
later are included. ez el
Number Assets Participants
The plans are listed alphabetically by state (postal SAtIaT: e C:tie = P|a': (5""'"2':;5; ”““t":s)
. . abama . .
code) a-nd then by city. No’.ce.that the location Alaska AK 3 16046 108
shown is often for the administrator or other party Arizona AZ 3 176.3 13.0
that filed the Form 5500, and not necessarily for the Arkansas AR 1 33 0.1
plan itself. Further, national or regional plans are California CA 63 23,920.3 411.0
classified based on the addresses listed on their Colorado co 7 1,265.8 28.0
Form 5500 filings. For example, a national plan Connecticut cT 18 1,719.3 32.2
based in Virginia would be listed under “VA.” b DE 8 364.8 7:5
District of Columbia DC 9 15,364.1 380.2
For reference, the listing shows plan asset values Florida FL 10 4363 104
and participant counts as of the end of the latest Georgia GA 10 703.4 154
. . Hawaii HI 10 1,228.8 16.5
plan year for which a Form 5500 was filed. 1daho D 1 743 L6
Lo . Illinois IL 60 18,835.0 255.5
This listing may be useful to employers who wish to \ndiana IN 20 2.919.1 616
learn more about the construction industry lowa A 4 183.2 31
multiemployer plans in which they participate. Kansas Ks 3 7,475.4 129.3
Kentucky KY 8 855.3 15.8
Much can be learned about a plan from its Form Louisiana LA 12 640.7 19.0
5500, and the Department of Labor makes Form Maine ME - - -
5500 filings (for 2009 and later) available for public Maryland MD 41 18,987.4 674.1
inspection on its EFAST2 website. To find a Form Massachusetts MA 17 6,308.8 92.5
5500 filing for a given plan, click on the link for Michigan M 43 71717 139.3
“Form 5500 search” and then enter the plan’s m:zsr:se:;t; ':\/IA': 15_; 4'594'1_‘ 67"}
employer identification number (EIN) and plan ) )
. Missouri MO 28 6,412.4 87.8
number. The EIN and plan number for every plan in Montana MT ] i i
the inventory are shown in the attached listing. Nebraska NE 7 542.8 115
Nevada NV 5 1,521.8 215
Employers may also use this listing and EFAST2 to New Hampshire NH 1 32.2 0.5
gather information needed for the disclosure New Jersey NJ 30 4,978.3 87.2
requirements required by the Financial Accounting New Mexico NM 3 284.1 6.5
Standards Board (FASB) regarding participation in New York NY 108 13,243.5 2331
multiemployer plans. North Carolina NC . - -
North Dakota ND 1 5.5 0.3
More information on the FASB requirements and Ohio OH 63 7,762.4 1135
how to comply with them —including a sample Oklahoma oK > 7526 17.7
. . . Oregon OR 13 2,934.5 43.6
disclosure exhibit and frequently asked questions — Pennsylvania PA 6 15.209.3 290.4
can be found on the MCAA website and the Horizon Rhode Island RI 3 514.3 9.8
website. The standard itself (Subtopic 715-80) can South Carolina sc B i )
be found on the FASB website. South Dakota SD - N _
Tennessee TN 19 1,120.9 32.0
For reference, Exhibit C.01 to the right summarizes Texas 1P 17 3,199.2 94.1
the plans in the listing by state. Total plan asset Utah ut 5 417.7 83
values and the total number of participants are also Vermont VT 1 213 0.4
shown. The asset values and participant counts are Virginia VA 8 7,769.7 287.2
as reported in each plan’s latest Form 5500 filing. Washington WA 18 7,0123 112.6
West Virginia wv 6 541.0 13.2
In total, the 805 construction industry plans in the Wisconsin w 1 34977 667
inventory represent $193 billion in assets and cover Wyoming WY 2 30.2 1.6
. o L TOTAL 805  193,161.9  3,929.8
3.9 million participants and beneficiaries. Source: 2010-2011 Form 5500 Data
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