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Actuarial Statement 

 

 

Industry & Local 338 Pension Plan 
Actuarial Valuation as of July 1, 2017  

 

As requested by the Board of Trustees, this report documents the results of an actuarial valuation of the 
Industry & Local 338 Pension Plan (the “Fund”) as of July 1, 2017.   

In preparing this valuation, we have relied on information and data provided to us by the Board of Trustees 
and other persons or organizations designated by the Board of Trustees.  We did not perform an audit of 
the financial and participant census data provided to us, but we have reviewed the data for reasonableness 
for the purpose of the valuation.  Information presented in this report pertaining to plan years beginning on 
or before July 1, 2014 was provided by the Plan’s prior actuary, the Segal Company.  We have relied on all 
information provided, including plan provisions and asset information, as being complete and accurate.  

The valuation summarized in this report involves actuarial calculations that require assumptions about 
future events.  We believe that the assumptions and methods used in this report are reasonable and 
appropriate for the purposes for which they have been used.  However, other assumptions and methods 
could also be reasonable and could result in materially different results. 

In our opinion, all methods, assumptions and calculations are in accordance with requirements of the 
Internal Revenue Code (the “Code”) and the Employee Retirement Income Security Act of 1974 (“ERISA”), 
as amended by the Pension Protection Act of 2006 (“PPA”), the Pension Relief Act of 2010 (“PRA”), and the 
Multiemployer Pension Reform Act of 2014 (“MPRA”).  Further, in our opinion, the procedures followed and 
presentation of results are in conformity with generally accepted actuarial principles and practices.  The 
Board of Trustees was responsible for the selection of the actuarial cost and asset valuation methods.  

This valuation report may not be reproduced or distributed without the consent of the Board of Trustees, 
other than to assist in the Plan’s administration and to meet the filing requirements of federal government 
agencies, and may be distributed only in its entirety.  The results in this valuation may not be applicable for 
purposes other than those described in this report. 

The undersigned consultants of Horizon Actuarial Services, LLC (“Horizon Actuarial”) with actuarial 
credentials meet the Qualification Standards of the American Academy of Actuaries to render the actuarial 
opinions contained herein.  There is no relationship between the Board of Trustees and Horizon Actuarial 
that affects our objectivity.  

 

 

 

Mary Ann Dunleavy, ASA, EA, MAAA 
Consulting Actuary 
 

 
 
 

 Stanley I. Goldfarb, FSA, EA, MAAA 
Actuary and Managing Consultant  
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Notes 

 Item A:  More information on the value of assets can be found in Section 3. 

 Item B:  The Actuarial Value Funded Percentage shown in B.3 may differ from the funded percentage reported in 
the PPA certification report, since the PPA certification is based on preliminary assets and benefit liabilities.  
Percentages have been rounded down to the nearest 0.1%. 

 Item C:  The PPA certification statuses for the current and prior plan years are shown for reference.  The 
determination of the PPA certification status is documented in a separate report.  The Plan was certified in 
Endangered Status (“Yellow Zone”) for the plan year beginning July 1, 2017, and also projected to be in Critical 
Status (“Red Zone”) within five years.  The Trustees elected to be in critical status for the plan year beginning July 
1, 2017. 

 Item D: See Section 4 for more information on contribution requirements and the credit balance.  

 Item E:  The “contribution margin” is the amount by which expected employer contributions exceed actuarial 
costs for the plan year.  See Section 4 for more information.  The amortization period for Item E.2 is 4 years as of 
July 1, 2017 and 5 years as of July 1, 2016.  

Plan Year Beginning

7/1/2017 7/1/2016

A. Asset Values
As of the First Day of the Plan Year

1. Market Value of Assets 89,833,306$            84,061,238$            

Prior Year Net Investment Return 13.1% -1.6%

2. Actuarial Value of Assets 93,057,325$            92,953,479$            

Prior Year Net Investment Return 5.6% 4.0%

B. Funded Percentages
As of the First Day of the Plan Year

1. Unit Credit Actuarial Accrued Liability 113,387,634$          110,902,539$          

2. Market Value Funded Percentage (A.1. / B.1.) 79.2% 75.7%

3. Actuarial Value Funded Percentage (A.2. / B.1.) 82.0% 83.8%

C. PPA Certification Status
For the Plan Year "Yellow Zone" "Yellow Zone"

D. Statutory Contributions
As of the Last Day of the Plan Year

1. Prior Year Credit Balance (Funding Deficiency) 19,273,336$            22,202,890$            

2. ERISA Minimum Required Contribution 0                                 0                                 

3. IRS Maximum Tax-Deductible Contribution 187,083,236            176,734,660            

E. Contribution Margin
For the Plan Year

1. Expected Employer Contributions 3,055,221$              2,869,623$              

2. Actuarial Cost 7,558,715                 5,881,318                 

3. Contribution Margin (E.1 - E.2.) (4,503,494)$             (3,011,695)$             

Figures include interest adjustments to reflect payments throughout the year

Exhibit 1.1 - Summary of Key Results
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Notes 

 Item F:  More information on participant demographics can be found in Appendix A. 

 Item G:  More information on actuarial liabilities can be found in Section 2.  The normal cost in item G.2 includes 
assumed operating expenses. 

 Item I:  Line I.6 shows cash flow as a percent of the average market value of assets during the plan year.  Line I.2. 
includes withdrawal liability payments.  See Section 7 for additional information regarding historical Plan 
experience. 

 Item J:  See Section 6 for more information.  

Plan Year Beginning

7/1/2017 7/1/2016

F. Participant Counts
As of the First Day of the Plan Year

1. Active Participants 238                            243                            

2. Inactive Vested Participants 244                            247                            

3. Retired Participants and Beneficiaries 677                            683                            

4. Total 1,159                         1,173                         

G. Actuarial Liabilities
As of the First Day of the Plan Year

Valuation Interest Rate 7.50% 7.50%

Actuarial Cost Method Unit Credit Unit Credit

1. Present Value of Future Benefits 123,738,309$          120,660,990$          

2. Normal Cost 1,623,429                 1,529,745                 

3. Actuarial Accrued Liability 113,387,634            110,902,539            

H. Unfunded Actuarial Liability
As of the First Day of the Plan Year

1. Market Value Unfunded Liability (G.3. - A.1.) 23,554,328$            26,841,301$            

2. Actuarial Value Unfunded Liability (G.3. - A.2.) 20,330,309              17,949,060              

I. Prior Plan Year Experience
During Plan Year Ending 6/30/2017 6/30/2016

1. Total Weeks 12,039                      11,775                      

2. Contributions Received 3,448,566$              3,152,597$              

3. Benefits Paid (7,960,737)               (7,674,181)               

4. Operating Expenses Paid (425,876)                   (362,799)                   

5. Net Cash Flow (I.2. + I.3. + I.4.) (4,938,047)$             (4,884,383)$             

6. Net Cash Flow as a Percentage of Assets -6.05% -5.56%

J. Unfunded Vested Benefits for Withdrawal Liability
Measurement Date 6/30/2017 6/30/2016

For Employer Withdrawals in the Plan Year Beginning 7/1/2017 7/1/2016

1. Present Value of Vested Benefits 152,455,434$          146,188,818$          

2. Asset Value 89,833,306              84,061,238              

3. Unfunded Vested Benefits (J.1. - J.2.) 62,622,128$            62,127,580$            

Exhibit 1.1 - Summary of Key Results
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Exhibit 1.2 – Commentary 

Valuation Highlights  

 As of the July 1, 2017 valuation date, the Plan’s accrued benefit funded percentage is 79.2%, based 
on the market value of assets, compared to 75.7% as of July 1, 2016.  The increase in the Plan’s 
funded percentage is primarily attributable to a higher-than-assumed return on the market value of 
assets. 
 

 The Plan’s minimum funding credit balance decreased from approximately $22.2 million as of 
June 30, 2016 to roughly $19.2 million as of June 30, 2017.  Contributions and withdrawal liability 
payments received did not exceed the $8.2 million required to maintain the full credit balance, with 
interest. 
 

 Weeks worked in the plan year ending June 30, 2017 equaled 12,039, higher than the 11,500 weeks 
assumed in the previous valuation, and represents an increase of 2.2% from the actual number of 
weeks worked in the prior plan year.  This is the first plan year in which weeks worked has increased 
from the prior year in eight years.  The impact of work levels on the valuation results will continue 
to be monitored. 
 

 In the plan year ending June 30, 2017, the Plan’s investment return was 13.1%, on a market value 
basis.  The return on the actuarial value of assets, which reflects the “smoothing” of prior years’ 
gains and losses, was 5.6%.  
 

 The actuarial loss from sources other than investments was $1,224,031 or 1.08% of the expected 
actuarial accrued liability.  This loss was primarily attributable to inactive data adjustments from the 
prior year.  We will continue to monitor the assumptions to make sure they are reasonable both in 
the aggregate and on an individual basis. 
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Exhibit 1.2 – Commentary 

Purpose of the Valuation 

This report presents the results of the actuarial valuation of the Industry & Local 338 Pension Plan as of 
July 1, 2017.  The purposes of this report include the following:   

 Determine whether the negotiated contributions are sufficient to fund the Plan’s benefits. 

 Determine the minimum required contribution amount for the Plan Year under the Employee 
Retirement Income Security Act of 1974 (“ERISA”) funding basis. 

 Determine the maximum tax-deductible contribution for the Plan Year. 

 Review the actuarial assumptions in view of experience during the prior Plan Year. 

 Determine the unfunded vested liability for computation of withdrawal liability under the 
Multiemployer Pension Plan Amendments Act of 1980 (“MPPAA”). 

 Develop information for disclosure in Form 5500 Schedule MB. 

 Determine the contribution margin for the Plan Year. 

 Develop the benefit liabilities that will serve as the basis for the Plan’s status certification under the 
Pension Protection Act of 2006 (“PPA”) for the following plan year. 

 Develop the benefit liabilities that will serve as the basis for developing or updating the Plan’s 
Funding Improvement Plan or Rehabilitation Plan, as required. 

 Determine the information required for the Plan’s Accounting Standards Codification (“ASC”) 960 
financial reporting. 

Participant Data 

The participant census data needed to perform the actuarial valuation was provided by Associated 
Administrators, LLC.  Participant demographics are summarized in Exhibit 1.3 and reviewed in more detail in 
Appendix A. 

Plan Assets 

Schultheis & Panettieri, LLP supplied the audited financial statements for the Plan Year ended June 30, 2017, 
which sets forth the assets of the Plan.  A reconciliation of the Market Value of Assets can be found in Exhibit 
3.1.  The development of the Actuarial Value of Assets is shown in Exhibit 3.2. 
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Exhibit 1.2 – Commentary 

Actuarial Assumptions and Methods 

There have been no changes in the actuarial assumptions and methods from those used in the previous 
valuation, except as follows:  

Unfunded Vested Benefits for Withdrawal Liability: 

 For liabilities determined at PBGC interest rates used for plan terminations, the rates as of June 30, 
2017 are 2.15% for the first 20 years and 2.60% thereafter.  As of June 30, 2016, these rates were 2.77% 
for the first 20 years and 2.86% thereafter.   

Weeks (Hours) Worked: 

 For the Plan year beginning July 1, 2017, each active participant is assumed to work 49 weeks (1,960 
hours) per year.  For the Plan year beginning July 1, 2016 the assumption was 47.5 weeks (1,900 hours) 
per active participant per year. 

The actuarial assumptions and methods used in the valuation are described in more detail in Appendix B. 

 

Plan Provisions 

There have been no changes in the plan provisions from those used in the previous valuation.  

Appendix C describes the principal provisions of the Plan being valued.   
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Actuarial Gain or Loss 

An experience gain/(loss) is the difference between the actual and the expected unfunded actuarial liability.  
The expected unfunded liability is the amount projected from the previous year, based on the actuarial 
assumptions.  

The Plan had a net actuarial experience loss of $2,968,472 for the plan year ended June 30, 2017.  The 
components of this loss are a loss of $1,744,441 on the actuarial value of Plan assets, and a loss of 
$1,224,031 from sources related to benefit liabilities.   

There was a gain on the market value of assets for the plan year due to the 13.1% net return versus the 
7.5% assumption, however only a portion of that gain is recognized in the actuarial value of assets under 
the Plan’s asset valuation method.   

The loss on liabilities (which represented about 1.08% of expected liabilities) was primarily due inactive data 
adjustments from the prior year.  

A consistent pattern of gains and losses may indicate a need to refine the actuarial assumptions.  We will 
monitor trends as they emerge and evaluate possible updates to the assumptions as needed. 

Actuarial gains and losses for the last five years are shown in Exhibit 7.1. 

  



1. Introduction  

 

 

Industry & Local 338 Pension Plan 
Actuarial Valuation as of July 1, 2017 

8 

Exhibit 1.2 – Commentary 

Work Level Experience 

Plan participants worked a total of 11,775 weeks during the plan year ending June 30, 2016.  The actuarial 
valuation as of July 1, 2016 anticipated a decline in work level experience (resulting from the closure of a 
contributing employer location) and assumed 11,500 weeks would be worked in the plan year ending 
June 30, 2017.  However, higher-than-expected plan participation resulted in 12,039 total weeks worked in 
the year ending June 30, 2017, which is 4.7% higher than the 11,500 weeks assumed by the previous 
valuation, and represents a 2.2% increase from the 11,775 weeks worked in the plan year ending June 30, 
2016. 

As noted in the Valuation Highlights above, this is the first plan year in which weeks worked has increased 
from the previous year in eight years.  The current and projected funding results for the Plan are sensitive to 
the number of weeks worked (and consequently, contributions).  Thus, we will continue to closely monitor 
the Plan’s reported hours/weeks worked. 

Contribution Income  

The average total contribution rate increased 4.6%, from $250 per week for the plan year ending June 30, 
2016, to $261 per week for the plan year ending June 30, 2017.   

Total contribution income increased from roughly $3.15 million during the year ending June 30, 2016 to 
approximately $3.45 million during the plan year ending June 30, 2017, due to the modest increase in the 
number of weeks worked and contribution rates. 

PPA Certification Status 

On September 18, 2017, Horizon Actuarial Services, LLC, acting as actuary to the Plan, issued a certification 
to the Internal Revenue Service under Section 432 of the Internal Revenue Code.  

The certification indicated that, for the 2017 Plan Year, the Plan is in Endangered Status (i.e., in the “Yellow 
Zone”) and is projected to be in Critical Status (“Red Zone”) within five years.  This certification takes into 
account the applicable changes to the PPA under the Multiemployer Pension Reform Act of 2014.  The 
calculations, data, assumptions, and methods used in the certification are documented in a separate report 
that was sent to the Board of Trustees on September 18, 2017.  Following the certification, the Board of 
Trustees made the election under IRC 432(b)(4) for the Plan to be in Critical Status for the Plan year 
beginning July 1, 2018. 

As a result of the election to be in Critical Status, the Board of Trustees must adopt a Rehabilitation plan to 
enable the plan to attain certain funding benchmarks.  The Rehabilitation Plan was adopted September 18, 
2017. 
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Exhibit 1.2 – Commentary 

Pension Relief Act of 2010  

The Trustees elected to apply the following special funding rules under the Pension Relief Act of 2010 
(“PRA”), effective with the plan year beginning July 1, 2009: 

 Special amortization rule: As permitted under Section 431(b)(8)(A) of the Internal Revenue Code (the 
“Code”), net investment losses incurred in the 2008 plan year are amortized in the funding standard 
account over the 29 years beginning July 1, 2009.  

 Special asset valuation rule:  As permitted under Section 431(b)(8)(B) of the Code, the asset valuation 
method was changed so that the difference between expected and actual returns for the plan year 
ending June 30, 2009 are spread over a period of 10 years.   

The special rules permit the Plan to recognize the extraordinary investment losses that occurred in 2008 
over a longer period of time.  Applying the special rules increases the Plan’s funding standard account credit 
balance and its actuarial value of assets.  While the special rules make the Plan appear to be better funded, 
it should be noted that they do not result in an increase to the Plan’s market value of assets or a reduction 
in the Plan’s benefit obligation.  
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Participants are generally classified into the following categories for valuation purposes: 

 Active participants:  Those participants with at least one year of Pension Credit and who worked 
at least two months in the plan year ended June 30, 2017, excluding those who were retired as of 
the valuation date, and those who work for an employer that has withdrawn from the Plan on or 
before the valuation date.  

 Inactive vested participants:  Those participants who worked less than two months in the plan 
year preceding the valuation date and who are entitled to receive a deferred vested pension.  
Vested Inactive participants age 70 or older are excluded from the valuation based on the 
assumption that they are deceased or otherwise will not claim benefits under the Plan.   

 Participants and beneficiaries receiving benefits:  Those participants and beneficiaries who were 
entitled to receive a pension under the Plan as of the valuation date.  This category includes non-
disabled pensioners, disabled pensioners, and beneficiaries, but excludes alternate payees 
awarded Plan benefits under a Qualified Domestic Relations Order (“QDRO”). 

A summary of basic demographic statistics is shown above.  Additional demographic information can be 
found in Appendix A.

Measurement Date 7/1/2017 7/1/2016

A. Active Participants
1. Count 238                            243                            

2. Average Age 46.5                           46.3                           

3. Average Vesting Service 12.4                           12.3                           

4. Average Credited Service 12.4                           12.3                           

5. Average Prior Year Weeks 49.3                           47.5                           

6. Average Monthly Accrued Benefit 1,382$                      1,349$                      

B. Inactive Vested Participants
1. Count 244                            247                            

2. Average Age 50.8                           50.5                           

3. Average Monthly Benefit 1,027$                      1,081$                      

C. Retired Participants and Beneficiaries
1. Count 677                            683                            

2. Average Age 73.8                           73.8                           

3. Average Monthly Benefit 969$                          915$                          

D. Total Participants 1,159                         1,173                         

Exhibit 1.3 - Participant Demographic Summary
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The table above summarizes the key actuarial benefit liabilities as of the current and preceding valuation 
dates.  The present value of future benefits (item A.) represents the liability for benefits earned as of the 
valuation date plus the benefits expected to be earned in all future plan years.  The normal cost (item B.) 
represents the cost of benefit accruals (item B.1.) expected to be earned during the plan year plus assumed 
operating expenses during the plan year (item B.2.).  The actuarial accrued liability is the liability for benefits 
earned through the valuation date, based on the unit credit cost method (item C.).   

The Plan’s contribution requirements for the plan year are a function of the normal cost and the portion of 
the actuarial accrued liability not funded by the actuarial value of assets.  All amounts shown above are 
measured as of the beginning of the plan year.  The actuarial accrued liability based on the unit credit cost 
method is also used to determine the PPA funded percentage. 

 

  

Measurement Date 7/1/2017 7/1/2016

Valuation Interest Rate 7.50% 7.50%

Actuarial Cost Method Unit Credit Unit Credit

A. Present Value of Future Benefits
1. Active Participants 33,485,374$            32,324,254$            

2. Inactive Vested Participants 14,899,096              17,046,444              

3. Retired Participants and Beneficiaries 75,353,839              71,290,292              

4. Total 123,738,309$          120,660,990$          

B. Normal Cost
1. Cost of Benefit Accruals 1,262,757$              1,169,073$              

2. Assumed Operating Expenses 360,672                    360,672                    

3. Total 1,623,429$              1,529,745$              

C. Actuarial Accrued Liability
1. Active Participants 23,134,699$            22,565,803$            

2. Inactive Vested Participants 14,899,096              17,046,444              

3. Retired Participants and Beneficiaries 75,353,839              71,290,292              

4. Total 113,387,634$          110,902,539$          

D. Expected Benefit Payments for the Plan Year
1. Active Participants 324,722$                  326,264$                  

2. Inactive and Retired Participants 8,157,813                 8,059,656                 

3. Total 8,482,535$              8,385,920$              

Exhibit 2.1 - Summary of Actuarial Liabilities
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The present value of future benefits reflects both benefits earned through the valuation date and benefits 
expected to be earned in the future by active participants.  The present value of future benefits and the 
actuarial accrued liability shown in the table above are measured as of the valuation date.  The normal cost 
and assumed operating expenses shown in the table above are payable as of the beginning of the year.  

 

Measurement Date 7/1/2017

Valuation Interest Rate 7.50%

Actuarial Cost Method Unit Credit

Present Value of Actuarial Accrued

Future Benefits Liability Normal Cost

A. Active Participants
1. Retirement Benefits 28,461,451$       19,679,324$            1,045,081$              

2. Termination Benefits 1,683,403            1,157,597                 79,276                      

3. Disability Benefits 2,466,384            1,685,960                 101,801                    

4. Death Benefits 874,136               611,818                    36,599                      

5. Total 33,485,374$       23,134,699$            1,262,757$              

B. Inactive Vested Participants
1. Retirement Benefits 14,486,906$       14,486,906$            

2. Death Benefits 412,190               412,190                    

3. Total 14,899,096$       14,899,096$            

C. Retired Participants and Beneficiaries
1. Non-Disabled Retirees 69,634,826$       69,634,826$            

2. Disabled Retirees 903,207               903,207                    

3. Beneficiaries 4,815,806            4,815,806                 

4. Total 75,353,839$       75,353,839$            

D. Assumed Operating Expenses 360,672$                  

E. Grand Total 123,738,309$     113,387,634$          1,623,429$              

Exhibit 2.2 - Actuarial Liabilities by Benefit Type
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Asset figures shown below are based on the Plan’s audited financial statements.   

 
 
All asset information above is shown without regard to expected receivable withdrawal liability payments of 
$937,403 as of June 30, 2017 and $964,855 as of June 30, 2016.  

  

Plan Year Ending 6/30/2017 6/30/2016

A. Reconciliation of Market Value of Assets 

1. Market Value of Assets at Beginning of Plan Year 84,061,238$            90,335,748$            

2. Contributions

a. Employer Contributions 3,276,496                 2,969,275                 

b. Withdrawal Liability Payments 172,070                    183,322                    

c. Total 3,448,566                 3,152,597                 

3. Benefit Payments (7,960,737)               (7,674,181)               

4. Operating Expenses (425,876)                   (362,799)                   

5. Transfers 0                                 0                                 

6. Investment Income

a. Total Investment Income 11,111,154              (989,127)                   

b. Investment Related Expenses (401,039)                   (401,000)                   

c. Net Investment Income 10,710,115              (1,390,127)               

7. Market Value of Assets at End of Plan Year 89,833,306$            84,061,238$            

B. Net Investment Return on Market Value of Assets
1. Assumed Return 7.50% 7.50%

2. Actual Return [Schedule MB, Line 6h] 13.13% -1.58%

Exhibit 3.1 - Market Value of Assets
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The Trustees have approved an actuarial asset valuation method that gradually adjusts to market value, as 
follows: 

 The actuarial value of assets is equal to the market value of assets less unrecognized returns in each of 
the last five years.  The unrecognized return for a year is equal to the difference between the actual 
market return and the expected return on the market value of assets, phased in at the rate of 20% per 
year. 
 

 To comply with IRS regulations, the actuarial value of assets is not less than 80%, nor more than 120%, 
of the market value of assets. 

 
Under this valuation method, recognition of the full value of any market fluctuations is spread over five years 
and as a result, the actuarial cost of the Plan is more stable than if the actuarial cost was determined on a 
market value basis.  The difference between the actuarial value of assets and the market value of assets (the 
“adjustment”) is referred to as a write-up or write-down.  The development of the actuarial value of assets is 
shown on the next page. 

In determining the actuarial value of assets, the amount by which the adjustment changes from one year to 
the next is treated as income, which may be positive or negative.  Realized gains and losses and unrealized 
gains and losses are treated the same and, therefore, sales of assets have no immediate effect on the actuarial 
value of assets.  This delays recognition of the impact that sales of assets may have on the determination of 
the actuarial cost of the Plan. 

For the purposes of determining the ERISA minimum contribution (and credit balance), the PPA funded 
percentage, and the contribution margin, the Trustees have elected to apply the special ten-year “smoothing 
rule” under the Pension Relief Act of 2010 (PRA).  Under this special rule, the net investment loss for the plan 
year ended June 30, 2009 is recognized over ten years, rather than five years (see Exhibit 3.2). 

The actuarial value of assets is subtracted from the Plan's total actuarial accrued liability to determine the 
unfunded actuarial accrued liability (the portion of the Plan’s liabilities that is not funded).  Amortization of the 
unfunded actuarial accrued liability is an important element in the calculation of the actuarial cost of the Plan. 

See Appendix B for more information regarding the Actuarial Value of Assets and the special PRA rules. 
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Measurement Date 7/1/2017

A. Net Investment Gain/(Loss)
1. Assumed Net Investment Return 6,119,416$              

2. Actual Net Investment Return (Exhibit 3.1 l ine A.6.c) 10,710,115              

3. Net Investment Gain/(Loss) 4,590,699$              

B. Development of Actuarial Value of Assets
1. Market Value of Assets as of June 30, 2017 89,833,306$            

2. Prior Year Deferred Gains/(Losses) 

Plan Year Net Investment Percent Recognized Amount Recognized Amt. to be Recognized

Ending Gain/(Loss) to Date Future Years in Prior Plan Year in Future Years

6/30/2017 4,590,699$          20% 80% 918,140$             3,672,559$              

6/30/2016 (7,982,144)           40% 60% (1,596,429)           (4,789,286)               

6/30/2015 (3,942,341)           60% 40% (788,468)              (1,576,936)               

6/30/2014 6,809,033            80% 20% 1,361,807            1,361,807                 

6/30/2013 4,597,957            100% 0% 919,591               0                                 

6/30/2009 (18,921,626)        90% 10% (1,892,163)           (1,892,163)               

Total (1,077,522)$        (3,224,019)$             

3. Adjusted Value of Assets as of July 1, 2017 (1. - 2. Total) 93,057,325$            

4. Actuarial Value of Assets Corridor

a. 80% of Market Value of Assets 71,866,645$            

b. 120% of Market Value of Assets 107,799,967$          

5. Actuarial Value of Assets as of July 1, 2017

a. Actuarial Value of Assets, after Adjustment for Corridor 93,057,325$            

b. Actuarial Value as a Percentage of Market Value 103.6%

C. Prior Year Investment Return on Actuarial Value of Assets
1. Assumed Return 7.50%

2. Actual Return [Schedule MB, Line 6g] 5.57%

Exhibit 3.2 - Actuarial Value of Assets
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Minimum Required Contribution 

The ERISA minimum required contribution consists of the normal cost, plus payments to amortize the 
components of the unfunded actuarial accrued liability over various time periods, less the “credit balance” in 
the “funding standard account” as of the end of the prior Plan Year (all adjusted with interest to the end of 
the Plan Year).  

The funding standard account is used to determine the minimum required contribution.  The credit balance in 
the funding standard account is the accumulated amount by which contributions made in prior Plan Years 
exceeded the ERISA minimum contribution requirements in those years.  The credit balance acts as a reserve 
that may be drawn upon if employer contributions do not cover the net charges to the funding standard 
account. 

Charges to the funding standard account include the normal cost and payments to amortize increases in the 
unfunded actuarial accrued liability.  Credits to the funding standard account include employer contributions 
and payments to amortize decreases in the unfunded actuarial accrued liability.  If the credits to the funding 
standard account – including employer contributions and the credit balance with applicable interest – exceed 
the charges, then there is a positive credit balance.  On the other hand, if charges exceed the credits, there is 
a negative credit balance, also known as an accumulated “funding deficiency,” in the funding standard 
account. 

Under the Pension Protection Act of 2006 (“PPA”), portions of unfunded actuarial accrued liability recognized 
during or after the Plan Year beginning in 2008 are generally amortized in the funding standard account over 
15 years.  Although the funding standard account is used to determine the amount of the ERISA minimum 
required contribution each Plan Year, the Plan’s long-term financial status can also be measured on the basis 
of a separate amortization schedule adopted by the Board of Trustees.  The contribution developed on that 
basis is shown as the “actuarial cost” in Exhibit 4.3 (“Contribution Margin”). 

The Trustees chose to combine certain charge bases effective July 1, 2017.  The result was an increase in the 
minimum required contribution of $70,345 for the July 1, 2017 – June 30, 2018 Plan year. 

Detail on the amortization bases in the funding standard account can be found in Exhibit 4.2. 

Maximum Deductible Contribution 

Generally, the IRS permits the deduction of contributions made to fund benefits accruing under a qualified 
pension plan.  However, there are certain limits that specify the maximum contribution that is permitted to be 
made and deducted in a given plan year.  The maximum tax-deductible contribution for the current and 
preceding Plan Years, as determined under Section 404 of the Code, is shown in the following table.  This 
amount is significantly greater than the expected contributions for the Plan Year.  Accordingly, all employer 
contributions for the Plan Year are expected to be tax deductible. 
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See Appendix D for information regarding the Current Liability referred to in item D.1 above. 

  

Plan Year Ending 6/30/2018 6/30/2017

A. Funding Standard Account
1. Charges to Funding Standard Account

a. Prior Year Funding Deficiency, if any 0$                              0$                              

b. Normal Cost 1,623,429                 1,529,745                 

c. Amortization Charges 9,971,095                 9,704,593                 

d. Interest on a., b., and c. 869,589                    842,575                    

e. Total Charges 12,464,113$            12,076,913$            

2. Credits to Funding Standard Account

a. Prior Year Credit Balance, if any 19,273,336$            22,202,890$            

b. Employer Contributions TBD 3,448,566                 

c. Amortization Credits 3,631,860                 3,631,865                 

d. Interest on a., b., and c. TBD 2,066,928                 

e. Total Credits TBD 31,350,249$            

3. Credit Balance or Funding Deficiency (2.e. - 1.e.) TBD 19,273,336$            

B. Minimum Required Contribution
As of the Last Day of the Plan Year

1. Before Reflecting Credit Balance 8,559,863$              8,172,658$              

2. After Reflecting Credit Balance 0                                 0                                 

C. Amortization Bases for Form 5500 Schedule MB
As of the First Day of the Plan Year

1. Outstanding Balance of Amortization Charges 57,970,235$            60,869,020$            

2. Outstanding Balance of Amortization Credits 18,366,590              20,717,070              

D. Maximum Deductible Contribution
As of the Last Day of the Plan Year

1. 140% of Current Liability at end of year 277,931,508$          267,571,536$          

2. Actuarial Value of Assets at end of year 90,848,272              90,836,876              

3. Maximum Deductible Contribution (1. - 2.) 187,083,236$          176,734,660$          

E. Other Items for Form 5500 Schedule MB
1. ERISA Full Funding Limitation [Sch. MB, Line 9j(1)] 47,784,925$            54,366,981$            

2. "RPA '94" Override [Sch. MB, Line 9j(2)] 87,821,983              81,173,397              

3. Full Funding Limitation Credit  [Sch. MB, Line 9j(3)] 0                                 0                                 

Exhibit 4.1 - Statutory Contribution Range
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Charges [Schedule MB, Line 9c]

Date Outstanding at 7/1/2017 Annual

Type Established  Period Balance Payment

Initial Liab 7/1/1978 1.00     1,843,062$         1,843,062$      

Amendment 7/1/1979 2.00     123,415               63,938              

Amendment 7/1/1980 3.00     126,189               45,139              

Amendment 7/1/1990 3.00     407,293               145,693            

Amendment 7/1/1991 4.00     199,088               55,294              

Amendment 7/1/1992 5.00     84,701                 19,475              

Amendment 7/1/1993 6.00     32,095                 6,361                 

Amendment 7/1/1994 7.00     308,487               54,179              

Amendment 7/1/1995 8.00     68,550                 10,887              

Assumption 7/1/1995 8.00     536,785               85,250              

Amendment 7/1/1996 9.00     306,875               44,752              

Amendment 7/1/1998 11.00   235,849               29,991              

Amendment 7/1/2000 13.00   323,710               37,058              

Amendment 7/1/2001 14.00   369,398               40,478              

Amendment 7/1/2002 15.00   922,091               97,173              

Amendment 7/1/2003 16.00   144,598               14,714              

Amendment 7/1/2004 17.00   713,702               70,374              

Exper Loss 7/1/2004 2.00     937,632               485,761            

Amendment 7/1/2005 18.00   521,633               49,994              

Amendment 7/1/2006 19.00   153,172               14,307              

Amendment 7/1/2007 20.00   11,817                 1,078                 

Amendment 7/1/2008 6.00     64,547                 12,792              

Exper Loss 7/1/2008 6.00     348,837               69,133              

Assumption 7/1/2012 10.00   842,413               114,165            

ENIL (2009) 7/1/2009 21.00   9,114,982            814,238            

ENIL (2009) 7/1/2011 21.00   425,642               38,022              

ENIL (2009) 7/1/2012 21.00   1,846,359            164,935            

ENIL (2009) 7/1/2013 21.00   3,414,628            305,028            

ENIL (2009) 7/1/2014 21.00   2,951,767            263,680            

Exper Loss 7/1/2015 13.00   34,505                 3,950                 

Exper Loss 7/1/2016 14.00   2,844,166            311,661            

Exper Loss 7/1/2017 15.00   2,968,472            312,828            

Combined 7/1/2017 7.00     24,743,775         4,345,705         

Total Charges 57,970,235$       9,971,095$      

Exhibit 4.2 - Funding Standard Account Amortization Bases
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See the comments following this Exhibit 4.2.  

Credits [Schedule MB, Line 9h]

Date Outstanding at 7/1/2017 Annual

Type Established  Period Balance Payment

Amendment 7/1/1981 4.00     11,713$               3,253$              

Assumption 7/1/1994 7.00     57,399                 10,081              

Assumption 7/1/1996 9.00     2,642,888            385,412            

Assumption 7/1/2000 13.00   2,314,398            264,948            

Assumption 7/1/2003 16.00   734,805               74,773              

Assumption 7/1/2007 20.00   2,192,007            200,017            

Method 7/1/2008 1.00     1,545,132            1,545,132         

Exper Gain 7/1/2010 8.00     2,145,653            340,764            

ENIL (2009) 7/1/2010 21.00   499,854               44,652              

Exper Gain 7/1/2013 11.00   2,099,556            266,980            

Exper Gain 7/1/2014 12.00   4,123,185            495,848            N/A - HIDE - - - -

Total Credits 18,366,590$       3,631,860$      

Net Total 39,603,645$       6,339,235$      

Exhibit 4.2 - Funding Standard Account Amortization Bases
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The table above shows the outstanding amortization bases in the funding standard account as of the 
valuation date.  The amortization bases are grouped as charges, which represent increases in the unfunded 
actuarial liability, and credits, which represent decreases in the unfunded actuarial liability.   

Different types of amortization bases are as follows: 

Abbreviation Description 

Initial Liab Initial unfunded actuarial accrued liability 
Exper Loss Actuarial experience loss (charge only) 
Exper Gain Actuarial experience gain (credit only) 
ENIL (2009) Eligible net investment loss under the Pension Relief Act of 2010 
Amendment Plan amendment 
Assumption Change in actuarial assumptions 
Method Change in the actuarial cost method or asset valuation method  
Combined Combined charge base or combined credit base 
Offset Combined and offset charge and credit bases 

 

The "ENIL (2009)" bases are the portions of the eligible net investment losses ("ENIL") for the plan year 
ending June 30, 2009.  These bases are amortized over the period ending June 30, 2038, as permitted under 
the special amortization rule provided in the Pension Relief Act of 2010.    
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Contribution Margin 

A key purpose of the actuarial valuation is to determine whether the expected contributions are sufficient 
to fund the Plan’s benefits.  The valuation develops an “actuarial cost,” which includes the cost of benefits 
accruing during the plan year (item B.1.a.), assumed operating expenses (item B.1.b.), and an amortization 
payment of the unfunded actuarial accrued liability (item B.2.).  The amortization payment is based on the 
15-year funding policy established by the Trustees.  As of July 1, 2017, there are 5 years remaining in the 
funding policy period. 

If expected employer contributions (item C.3.) exceed the actuarial cost for the plan year (item B.3.), the 
Plan’s contribution “margin” is positive.  A positive margin usually (but not always) indicates that the Plan’s 
funding levels will improve over time.  A negative margin usually indicates that the Plan’s funding levels will 
decline over time (or grow at a slower rate than expected under the assumed amortization period). 

 

   The amortization period for Item B.2 is 4 years as of July 1, 2017 and 5 years as of July 1, 2016. 

Plan Year Beginning 7/1/2017 7/1/2016

Valuation Interest Rate 7.50% 7.50%

Asset Value Actuarial Value Actuarial Value

Unfunded Liability Amortization Period 4 Years 5 Years

A. Unfunded Actuarial Accrued Liability
1. Actuarial Accrued Liability 113,387,634$          110,902,539$          

2. Asset Value 93,057,325              92,953,479              

3. Unfunded Liability 20,330,309$            17,949,060$            

B. Actuarial Cost
1. Normal Cost

a. Cost of Benefit Accruals 1,312,921$              1,215,515$              

b. Assumed Operating Expenses 375,000                    375,000                    

c. Total 1,687,921$              1,590,515$              

2. Unfunded Liability Amortization Payment 5,870,794                 4,290,803                 

3. Total Actuarial Cost for Plan Year 7,558,715$              5,881,318$              

C. Expected Employer Contributions
1. Expected Weeks 11,700                      11,500                      

2. Average Expected Contribution Rate per Week 261.13$                    249.53$                    

3. Expected Contributions 3,055,221$              2,869,623$              

D. Contribution Margin
1. Contribution Margin for Plan Year (C.3. - B.3.) (4,503,494)$             (3,011,695)$             

2. Contribution Margin per Week (D.1. / C.1.) (384.91)$                   (261.89)$                   

Cost and contribution figures include interest adjustments to reflect payments throughout the year

Exhibit 4.3 - Contribution Margin



5.  ASC 960 Information 

 

 

Industry & Local 338 Pension Plan 
Actuarial Valuation as of July 1, 2017 

22 

The present value of accumulated benefits as of the last day of the plan year is disclosed in the Plan’s financial 
statements, in accordance with the Accounting Standards Codification (“ASC”) Number 960.   

The present value of accumulated benefits is determined based on the unit credit cost method.  The same 
actuarial assumptions that were used to determine the actuarial accrued liability as of the beginning of the 
plan year (e.g., July 1, 2017) were used to determine the actuarial present value of accumulated benefits as 
of the end of the prior plan year (e.g., June 30, 2017).  The investment return assumption for ASC 960 
reporting as of June 30, 2017 is 7.50% per annum and reflects the expected long-term rate of return on plan 
assets as determined by the plan sponsor.  See Appendix B for more information. 

The present value of vested benefits includes qualified pre-retirement survivor annuity death benefits, 
which are excluded from the present value of vested benefits for withdrawal liability (see Section 6). 

  

Measurement Date 6/30/2017 6/30/2016

Interest Rate Assumption 7.50% 7.50%

A. Participant Counts
1. Vested Participants

a. Retired Participants and Beneficiaries 677                            683                            

b. Inactive Vested Participants 244                            247                            

c. Active Vested Participants 183                            188                            

d. Total Vested Participants 1,104                         1,118                         

2. Non-Vested Participants 55                              55                              

3. Total Participants 1,159                         1,173                         

B. Present Value of Accumulated Plan Benefits
1. Vested Benefits

a. Retired Participants and Beneficiaries 75,353,839$            71,290,292$            

b. Inactive Vested Participants 14,899,096              17,046,444              

c. Active Vested Participants 21,487,806              21,044,735              

d. Total Vested Benefits 111,740,741$          109,381,471$          

2. Non-Vested Accumulated Benefits 1,646,893                 1,521,068                 

3. Total Accumulated Benefits 113,387,634$          110,902,539$          

C. Changes in Present Value of Accumulated Plan Benefits
1. Present Value at End of Prior Plan Year 110,902,539$          109,520,102$          

2. Increase (Decrease) during the Plan Year due to:

a. Plan Amendment(s) 0$                              0$                              

b. Change(s) to Actuarial Assumptions 0                                 0                                 

c. Benefits Accumulated and Actuarial (Gains)/Losses 2,338,989                 1,036,000                 

d. Interest due to Decrease in the Discount Period 8,106,843                 8,020,618                 

e. Benefits Paid (7,960,737)               (7,674,181)               

f. Merger or Transfer 0                                 0                                 

g. Net Increase (Decrease) 2,485,095$              1,382,437$              

3. Present Value at End of Plan Year (Measurement Date) 113,387,634$          110,902,539$          

Exhibit 5.1 - Present Value of Accumulated Plan Benefits
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The Multiemployer Pension Plan Amendments Act of 1980 (“MPPAA”) provides that an employer who 
withdraws from a Plan after September 26, 1980 may be obligated to the plan for its share of any unfunded 
liability for vested benefits as of the last day of the plan year preceding the withdrawal. 

With the exception of the interest rate assumption and the inclusion of operating expenses, the same 
actuarial assumptions that were used to determine the actuarial accrued liability as of the beginning of the 
plan year (e.g., July 1, 2017) were used to determine the present value of vested benefits as of the end of the 
prior plan year (e.g., June 30, 2017).  See Appendix B for more information.  

The present value of vested benefits reflects the plan provisions in effect on the measurement date.  Plan 
benefits that are not considered to be vested for withdrawal liability – such as disability benefits (in excess of 
the value of deferred vested benefits) and death benefits– are not included in the calculation of the present 
value of vested benefits.  

Unfunded vested benefits represent the shortfall between the Plan’s asset value and the present value of 
vested benefits.  The asset value is the market value of assets.  Unfunded vested benefits are allocated among 
participating employers according to the Rolling-5 method, as described under Section 4221(c) of ERISA.   

The table below shows the calculation of the unfunded vested benefits as of June 30, 2017, which will be 
allocated to employers withdrawing during the plan year beginning July 1, 2017.  For reference, information 
for the prior year is also shown. 

 

Measurement Date 6/30/2017 6/30/2016

For Employer Withdrawals in the Plan Year Beginning 7/1/2017 7/1/2016

Valuation Interest Rate 7.50% 7.50%

PBGC Immediate Interest Rate 2.15% 2.77%

PBGC Deferred Interest Rate 2.60% 2.86%

A. Present Value of Vested Benefits (Valuation Interest Rate)
1. Active Participants 20,871,431$            20,419,208$            

2. Inactive Vested Participants 14,486,906              16,653,189              

3. Retired Participants and Beneficiaries 75,353,839              71,290,292              

4. Total 110,712,176$          108,362,689$          

B. Present Value of Vested Benefits (PBGC Interest Rates)
1. Active Participants 49,127,072$            45,906,345$            

2. Inactive Vested Participants 38,308,029              38,947,290              

3. Retired Participants and Beneficiaries 118,189,791            110,900,139            

4. Assumed Operating Expenses 1,186,026                 1,264,168                 

5. Total 206,810,918$          197,017,942$          

C. Unfunded Vested Benefits
1. Asset Value 89,833,306$            84,061,238$            

2. Blend Factor (C.1. / B.5.) 0.43437                    0.42667                    

3. Blended Present Value of Vested Benefits 152,455,434$          146,188,818$          

4. Unfunded Vested Benefits/(Surplus) (C.3. - C.1.) 62,622,128$            62,127,580$            

Exhibit 6.1 - Unfunded Vested Benefits for Withdrawal Liability
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An experience gain or loss is the difference between the actual and the expected unfunded actuarial accrued 
liability.  The expected unfunded accrued liability is the amount predicted from the previous year, based on 
the actuarial assumptions. 

To further analyze the experience, the aggregate gain or loss is broken down between the gain or loss due to 
investment experience and the gain or loss due to other sources (principally the demographic experience). 

The experience gains (losses) have been as follows during the last five Plan Years: 

 

The actuarial assumptions for this valuation are summarized in Appendix B. 

  

Plan Year Ended From Investment From Other Total Experience Percent Gain/(Loss)

June 30 Experience Sources Gain / (Loss) from Other Sources*

2017 (1,744,441)             (1,224,031)             (2,968,472)           -1.08%

2016 (3,191,274)             233,876                  (2,957,398)           0.21%

2015 549,056                  (586,538)                (37,482)                -0.54%

2014 1,789,606              (197,618)                1,591,988            -0.18%

2013 138,011                  (1,259,729)             (1,121,718)           -1.23%

5-Year Average (491,808)                (606,808)                (1,098,616)           

* As a percent of Actuarial Accrued Liability

Exhibit 7.1 - Historical Experience Gains and (Losses)
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Investment income consists of:  interest, dividends, rental and real estate income, and adjustment for market 
value changes, net of investment expenses.  The rate of return is the net investment income as a percentage 
of the average value of assets during the year. 

The assumed rate of Plan earnings, net of investment expenses, used in this valuation is 7.50%.  The actual 
rates of return earned during the past ten plan years are shown below for both the actuarial value of assets 
and the market value of assets. 

The rates of return on the actuarial value of assets are compared against the Plan’s actuarially assumed 
return.  Comparisons of performance with other funds, investment institutions and market indexes are 
generally based on rates of return that reflect the market value of assets.  The market value rates of return by 
themselves do not, however, necessarily indicate the relative success of the Plan’s investment policy.   

 

  

Net Investment Returns

Plan Year Ended Assumed Period 1

June 30 Return Actuarial Value Market Value

2017 7.50% 5.57% 13.13%

2016 7.50% 4.02% -1.58%

2015 7.50% 8.10% 3.10%

2014 7.50% 9.56% 15.84%

2013 7.50% 7.63% 13.64%

2012 7.50% 5.05% 1.61%

2011 7.50% 6.79% 21.15%

2010 7.50% 13.37% 14.15%

2009 7.50% -7.63% -17.26%

2008 7.50% 6.19% -1.57%

5-Year Annualized Return 6.96% 8.61%

10-Year Annualized Return 5.73% 5.63%

Exhibit 7.2 - Historical Investment Experience
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A summary of employment activity and the average number of weeks of contributions received per active 
participant is shown below for the last ten years.  We look to the Trustees for guidance as to the 
reasonableness of the industry activity assumption. 

 

  

Plan Year Ended TOTAL Weeks for ALL Participants

June 30 Total % Change Total % Change

2017 12,039           2.2% 49.33           3.8%

2016 11,775           -11.6% 47.52           -0.1%

2015 13,316           -15.2% 47.55           -7.4%

2014 15,708           -3.5% 51.33           2.8%

2013 16,274           -16.7% 49.92           -2.4%

2012 19,537           -6.3% 51.15           1.1%

2011 20,842           -7.8% 50.59           -3.5%

2010 22,602           -3.9% 52.44           -1.7%

2009 23,519           1.9% 53.33           1.2%

2008 23,076           - 52.68           -

5-Year Average 13,822                    49.13                    

10-Year Average 17,869                    50.58                    

Exhibit 7.3 - Historical Weeks

AVERAGE Weeks for ACTIVE Participants
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A five-year summary of the Plan’s cash flow is provided in the table below. 

 

Year-end asset values are shown without regard to receivable withdrawal liability payments.   

Market Value Net Cash Flow

Plan Year Ended Employer Benefit Operating of Assets as a Percent

June 30 Contributions Payments Expenses at End of Year of Market Value*

2017 3,448,566     7,960,737     425,876      89,833,306      -6.1%

2016 3,152,597     7,674,181     362,799      84,061,238      -5.6%

2015 3,282,076     7,475,298     339,867      90,335,748      -5.1%

2014 3,372,831     7,220,174     327,475      92,085,047      -5.1%

2013 3,043,650     6,695,740     473,780      83,385,551      -5.5%

5-Year Average 3,259,944              7,405,226              385,959               -5.5%

* Based on the average Market Value of Assets for the Plan Year

Exhibit 7.4 - Historical Plan Cash Flows
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Notes 

 Expected benefit payments provided above assume no additional accruals beyond the valuation date, 
no future new entrants to the Plan, and experience consistent with the valuation assumptions set forth 
herein.   

[Form 5500 Sch. MB, Line 8b(1)]

2023

2024

2025

2026

8,951,244           2021

2022

Exhibit A.1 - Projection of Expected Benefit Payments

Plan Year Ending Expected Annual

June 30 Benefit Payments

2017 8,482,535$         

8,604,532           

8,751,149           

8,901,810           

2018

2019

2020

9,086,843           

9,117,838           

9,188,161           

9,229,519           

9,260,337           
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Notes 

 As of July 1, 2017, there were no active participants with unknown dates of birth in the data. 

 As of July 1, 2017, there were no active participants with unknown gender. 

 Active participants who have not accumulated at least one pension credit as of the valuation date have 
been excluded from the valuation.  

  

Measurement Date: July 1, 2017 [Form 5500 Sch. MB, Line 8b(2)]

Years of Credited Service

Age Under 1 1 - 4 5 - 9 10 - 14 15 - 19 20 - 24 25 - 29 30 - 34 35 - 39 40 + Total

Under 25 -                   8                 -                   -                   -                   -                   -                   -                   -                   -                   8                   

25 - 29 -                   8                 5                 1                 -                   -                   -                   -                   -                   -                   14                

30 - 34 -                   9                 9                 9                 3                 -                   -                   -                   -                   -                   30                

35 - 39 -                   6                 -                   11              3                 -                   -                   -                   -                   -                   20                

40 - 44 -                   7                 6                 8                 7                 2                 -                   -                   -                   -                   30                

45 - 49 -                   6                 9                 5                 12              2                 -                   -                   -                   -                   34                

50 - 54 -                   5                 7                 8                 5                 4                 5                 -                   -                   -                   34                

55 - 59 -                   5                 4                 6                 6                 2                 5                 2                 2                 -                   32                

60 - 64 -                   1                 4                 8                 2                 5                 2                 3                 2                 3                 30                

65 - 69 -                   -                   2                 -                   -                   1                 2                 -                   1                 -                   6                   

70 + -                   -                   -                   -                   -                   -                   -                   -                   -                   -                   -                    

Total -                   55              46              56              38              16              14              5                 5                 3                 238             

Males 201           Average Age 46.5          

Females 37              Average Credited Service 12.4          

Unknown 0                 

Total 238           Number Fully Vested 183           

Number Partially Vested 0                 

Exhibit A.2 - Distribution of Active Participants
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Notes 

 As of July 1, 2017, there were no inactive vested participants with unknown dates of birth in the data.   

 As of July 1, 2017, there were no inactive vested participants with unknown gender in the data. 

 Inactive vested participants who have attained age 70 as of the valuation date have been excluded from 
the valuation.   

  

Measurement Date: July 1, 2017

Inactive Vested Participants
Total Annual Average Monthly

Attained Age Count Benefits Benefits

Under 40 36                          436,989$                  1,012$                      

40-44 32                          447,779                    1,166                         
45-49 36                          486,641                    1,126                         

50-54 41                          606,014                    1,232                         

55-59 59                          757,858                    1,070                         

60-64 35                          249,135                    593                            

65 and Over 5                            23,722                      395                            

Total 244                       3,008,138$              1,027$                      

Participants and Beneficiaries Receiving Benefits
Total Annual Average Monthly

Attained Age Count Benefits Benefits

Under 55 36                          737,261$                  1,707$                      

55-59 37                          822,125                    1,852                         

60-64 88                          1,617,819                 1,532                         

65-69 87                          1,374,621                 1,317                         

70-74 106                       1,138,148                 895                            

75-79 115                       1,044,349                 757                            

80-84 92                          588,872                    533                            

85 and Over 116                       549,251                    395                            

Total 677                       7,872,446$              969$                          

Exhibit A.3 - Distribution of Inactive Participants
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Notes 

 Counts exclude 9 alternate payees with Plan benefits under a QDRO as of July 1, 2017, and 9 alternate 
payees as of July 1, 2016. 

 

Inactive Non-Disabled Disabled

Active Vested Retirees Retirees Beneficiaries Total

A. Count as of July 1, 2016 243 247 553 21 109 1,173

B. Status Changes During Plan Year

1. Nonvested Terminations (6) (6)

2. Vested Terminations (13) 13 0

3. Retirement (11) (6) 17 0

4. Disabled (1) 1 0

5. Deceased (2) (26) (9) (37)

6. Certain Period Ended 0

7. Lump Sum 0

8. Rehires 9 (7) 2

9. New Entrants 16 16

10. New Beneficiaries 7 7

11. Net Adjustments 2 2 4

12. Net Increase (Decrease) (5) (3) (7) 3 (2) (14)

C. Count as of July 1, 2017 238 244 546 24 107 1,159

Exhibit A.4 - Reconciliation of Participants by Status
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Plan Name Industry & Local 338 Pension Plan 

Plan Sponsor Board of Trustees of the Industry & Local 338 Pension Plan 

EIN / PN 51-6126649 / 001 

Interest Rates 7.50% per annum (net of investment-related expenses) for the purpose of 
developing the Plan’s funding liabilities. 
 
The investment return assumption used for purposes of the ERISA funding 
valuation is a reasonable estimate of the net investment return for the Plan’s 
assets and, in combination with the other assumptions used, provides our best 
estimate of anticipated experience under the Plan.  This rate was developed 
based on the Plan’s investment policy and asset allocation, past experience, 
professional judgement, and considers the results of the Survey of Capital 
Market Assumptions by Horizon Actuarial Services, LLC.  
 
The highest rate within the IRS allowable range for determining Current Liability 
3.04% per annum as of July 1, 2017. 

Non-Disabled Mortality Non-annuitant:   
125% of the sex-distinct RP-2014 Blue Collar Employee Mortality Tables, adjusted 
to future years with a generational projection using Scale MP-2014 to anticipate 
future mortality improvement. 
 
Annuitant:   
125% of the sex-distinct RP-2014 Blue Collar Annuitant Mortality Tables, adjusted 
to future years with a generational projection using Scale MP-2014 to anticipate 
future mortality improvement. 
 
The mortality assumptions, including future improvement, were chosen based 
on a review of standard mortality tables and projection scales, historical and 
current demographic data, and reflect anticipated future experience and 
professional judgment.   
 
For determining the RPA ’94 Current Liability, the mortality tables prescribed by 
the Pension Protection Act of 2006 were used. 
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Disabled Mortality 125% of the sex-distinct RP-2014 Disabled Mortality Tables, adjusted to future 
years with a generational projection using Scale MP-2014 to anticipate future 
mortality improvement. 
 
The mortality assumption, including future improvement, was chosen based on 
a review of standard mortality tables and projection scales, historical and 
current demographic data, and reflects anticipated future experience and 
professional judgment.   
 
For determining the RPA ’94 Current Liability, the mortality tables prescribed by 
the Pension Protection Act of 2006 were used. 

Retirement Age Active participants: 
Retirement Rates 

Age Males Females 

55 -59 
60-61 

62 
63-65 
66-69 
70+ 

10.0% 
20.0% 
75.0% 
50.0% 
25.0% 

100.0% 

10.0% 
20.0% 
75.0% 
50.0% 
25.0% 

100.0% 

 
Based on the retirement rates above, the average expected retirement age 
among active participants as of the valuation date is 61. 
 
Inactive vested participants:   
Age 55 with 15 or more years of Pension Credits; otherwise, age 65. 
 
These assumptions were based on historical and current demographic data, 
adjusted to reflect anticipated future experience and professional judgment.   
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Withdrawal Illustrations of the annual rates of withdrawal (for reasons other than mortality or 

disablement) are shown in the table below for selected ages: 

Representative Withdrawal Rates 

Age Males Females 

20 
25 
30 
35 
40 
45 
50 
55 

6.58% 
5.27% 
4.83% 
4.47% 
3.84% 
3.21% 
1.52% 
0.33% 

6.58% 
5.27% 
4.83% 
4.47% 
3.84% 
3.21% 
1.52% 
0.33% 

 
Withdrawal rates cease to apply upon earliest eligibility for a pension. 
 
These assumptions were based on historical and current demographic data, 
adjusted to reflect anticipated future experience and professional judgment.  

Disability Illustrations of the annual rates of disablement are shown in the table below for 

selected ages (the same rates are used for males and females): 

Representative Disability Rates 

Age Males Females 

20 
25 
30 
35 
40 
45 
50 
55 
60 

0.05% 
0.05% 
0.05% 
0.06% 
0.09% 
0.18% 
0.40% 
0.85% 
1.74% 

0.05% 
0.05% 
0.05% 
0.06% 
0.09% 
0.18% 
0.40% 
0.85% 
1.74% 

 

Disability rates cease to apply upon earliest eligibility for a pension. 
 
These assumptions were based on historical and current demographic data, 
adjusted to reflect anticipated future experience and professional judgment. 
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Operating Expenses Expenses are assumed to be $375,000, for the plan year beginning July 1, 2017 
(equivalent to $360,672 payable at the beginning of the year).  Investment-related 
fees are not included among assumed operating expenses.   
 
The annual operating expenses were based on historical and current 
information, and reflect anticipated future experience and professional 
judgment.   

Weeks Worked and 
Contribution Income 

For the purpose of projecting future contribution income, it is assumed 
contributions are earned based on the total number of weeks worked for 
participants during the plan year.  Participants are assumed to continue to work 
for the employer reported in the data and at the rate required by that employer’s 
contract. 
 
Each active participant is assumed to work 1,960 hours (49 weeks) in each future 
year.   

Active Participant Active participants are defined as those with at least two months of employment 
in the most recent plan year and who have accumulated at least one pension 
credit, excluding those who have retired as of the valuation date.   

Inactive Vested 
Participants 

Inactive vested participants over age 70 are excluded from the valuation. 

Reemployment It is assumed that participants will not be reemployed following a break in service. 

Form of Payment All single participants are assumed to elect a Life Annuity with a 120-month 
guaranty.   
 
All married participants are assumed to elect a 75% Joint and Survivor Annuity. 

Marriage 75% of non-retired participants are assumed to be married. 

Spouse Ages Male spouses are assumed to be three years older than female spouses, if actual 

age is unknown. 



Appendix B:  Actuarial Assumptions and Methods 

(Form 5500 Schedule MB, line 6) 

 

 

Industry & Local 338 Pension Plan 
Actuarial Valuation as of July 1, 2017 

36 

Cost Method The Unit Credit Cost Method is used to determine the normal cost and the 
actuarial accrued liability.  The actuarial accrued liability is the present value of 
the accrued benefits as of the beginning of the year for active participants and is 
the present value of all benefits for other participants.  The normal cost is the 
present value of the difference between the accrued benefits as of the 
beginning and end of the year.  The normal cost and actuarial accrued liability 
for the plan are the sums of the individually computed normal costs and 
actuarial accrued liabilities for all plan participants. 

Asset Valuation Method The actuarial value of assets is determined by adjusting the market value of assets 
to reflect the investment gains and losses (the difference between the actual 
investment return and the expected investment return) during each of the last 
five years at the rate of 20% per year.  The investment loss for the plan year 
ended June 30, 2009 is recognized over ten years (instead of five years) in 
accordance with the provisions of the Pension Relief Act of 2010, as elected by the 
Trustees.  Expected investment return is calculated using the net market value of 
assets as of the beginning of the plan year and the benefit payments, employer 
contributions and operating expenses, weighted based on the timing of the 
transactions during the year.  The actuarial value is subject to a restriction that it 
be not less than 80% nor more than 120% of the market value. 

Pension Relief Act  
of 2010 

The following special rules were elected by the Trustees under the Pension 
Relief Act of 2010: 

 Special amortization rule:  The portions of experience losses attributable to 
the eligible net investment losses incurred during the plan year ending 
June 30, 2009 are amortized in the funding standard account over a period 
ending June 30, 2038.   

 Special asset valuation rule:   

o Expanded Smoothing: Eligible net investment losses incurred during 
the plan year ending June 30, 2009 are smoothed in the actuarial value 
of assets over a period of 10 years.   

 
The special rules apply retroactively to the plan year beginning July 1, 2009.  For 
purposes of determining the amounts of the eligible net investment losses to be 
recognized in the funding standard account under the special amortization rule, 
the “prospective” method described in IRS Notice 2010-83 was used.   

Participant Data Participant census data as of July 1, 2017 was provided by the Associated 
Administrators, LLC. 
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Missing or Incomplete 
Participant Data 

Assumptions were made to adjust for participants and beneficiaries with missing 
or incomplete data, based on those exhibited by participants with similar known 
characteristics.   

Financial Information Financial information was obtained from the audited financial statements 
provided by Schultheis & Panettieri, LLP. 

Nature of Actuarial 
Calculations 

The valuation results presented in this report are estimates.  The results are 
based on data that may be imperfect and on assumptions made about future 
events.  Certain plan provisions may be approximated or deemed immaterial for 
the purposes of the valuation.  Assumptions may be made about missing or 
incomplete participant census data or other factors.  Reasonable efforts were 
made to ensure that significant items and factors are included in the valuation 
and treated appropriately.  A range of results different from those presented in 
this report could also be considered reasonable.   
 
The actuarial assumptions selected for this valuation – including the valuation 
interest rate – generally reflect average expectations over the long term.  If 
overall future demographic or investment experience is less favorable than 
assumed, the relative level of plan costs determined in this valuation will likely 
increase in future valuations.  Investment returns and demographic factors may 
fluctuate significantly from year to year.  The deterministic actuarial models 
used in this valuation do not take into consideration the possibility of such 
volatility. 

Unfunded Vested 
Benefits for Employer 
Withdrawals 

Interest:  

 For liabilities up to the market value of assets, liabilities are valued 
using interest rates used by PBGC for plan terminations.  For the July 1, 
2017 valuation, these are 2.15% and 2.60% (for 20 years and 
thereafter, respectively).  Operating expenses as prescribed by PBGC 
formula (29 CFR Part 4044, Appendix C) are included for liabilities 
determined using PBGC termination interest rates. 

 For liabilities in excess of the market value of assets, valued using 7.50% 
for all years. 

 
All other assumptions: 

Same as those used for the funding valuation.  
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Changes in Assumptions Since the prior valuation, the following assumptions have been changed: 

 For withdrawal liability, liabilities determined at PBGC interest rates 
used for plan terminations, the rates as of June 30, 2017 are 2.15% for 
the first 20 years and 2.60% thereafter.  As of June 30, 2016, these rates 
were 2.77% for the first 20 years and 2.86% thereafter. 

 For the Plan year beginning July 1, 2017, each active participant is 
assumed to work 49 weeks (1,960 hours) per year.  For the Plan year 
beginning July 1, 2016 the assumption was 47.5 weeks (1,900 hours) per 
active participant per year. 

Justification for 
Changes in Assumptions 
and Methods 

The change in the discount rates for determining unfunded vested benefits for 
withdrawal liability purposes reflect updated PBGC interest rates as of the 
valuation date. 
 
The change in the assumption or hours worked by active participants was made to 
better reflect anticipated Plan experience. 
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This appendix summarizes the major provisions of the Plan that were reflected in the actuarial valuation.  This 
summary of provisions is not intended to be a comprehensive statement of all provisions of the Plan. 

Plan Name Industry & Local 338 Pension Plan 

Plan Sponsor Board of Trustees of the Industry & Local 338 Pension Plan 

EIN / PN 51-6126649 / 001 

Effective Date and Most 
Recent Amendment 

The original effective date of the Plan is May 1, 1950.  
 
The most recent amendment to the Plan is effective July 1, 2016. 

Plan Year The twelve-month period beginning July 1 and ending June 30. 

Employers A contributing Employer is any person or entity that has been accepted for 
participation in the Plan and that is required to contribute to the Plan pursuant 
to a collective bargaining agreement or participation agreement.   

Participants All employees working in covered employment for a contributing employer are 
eligible to participate in the Plan on the earliest January 1 or July 1 following four 
months of work in Covered Employment during a 12 consecutive month period.  
For this purpose, a month of work is any calendar month in which an employee is 
paid for at least one Hour of Service. 

Pension Credit Pension Credit is used for purposes of determining eligibility for retirement and 
other benefits and is determined on a plan year basis. 
 
A participant receives Pension Credits for work prior to July 1, 1976 according to 
the Plan effective at that time. 
 
For work on or after July 1, 1976, Pension Credits are earned under the following 
schedule: 

Months Worked in a 
Plan Year  

Pension Credit 

2 but less than 4 0.25 
4 but less than 6 0.50 
6 but less than 8 0.75 

8 or more  1.00 
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Vesting Service Vesting Service is determined on a plan year basis. 
Effective from July 1, 1976 - One year of vesting service is granted for 4 months 
of employment. 

Normal Retirement Age The later of attaining age 65 or the fifth anniversary of an active Participant’s 
Plan participation excluding participation before January 1, 1988 (or the tenth 
anniversary including participation before January 1, 1988). 

Break-In-Service Completion of less than 2 months of service in a Plan Year.  

Regular Pension Eligibility: 
Age 65 and 15 Pension Credits. 
 
Amount of Benefit: 
The monthly amount of the Regular Pension is equal to: 
 

Pension Credits earned 
(To a Maximum of 35) 

Benefit Accrual per Pension Credit 

After 6/30/2016 0.9% of total contributions 

7/1/2010 – 6/30/2016 $37.00 per $1 of hourly contribution rate 

7/1/1997 – 6/30/2010 $49.00 per $1 of hourly contribution rate 

prior to 7/1/1997 

Accrued Benefit based on prior plan formula 

 increased by 20.75% if active at 7/1/1997 

 increased by 15.0% if inactive vested at 7/1/1997 

 
For Pension Credits earned between September 28, 2006 and June 30, 2016, 
special supplemental contributions are not be included in the calculation of 
benefits. 
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Service Pension Eligibility: 
20, 25, 30 or 35 Pension Credits.  An additional ½ Pension Credit is granted for 
determining eligibility only for a Service Pension. 
 
Amount of Benefit: 
The calculated Regular Pension reduced as follows: 
 

 
Service Pension  % of Regular Pension 

20 50% 
25 90% 
30 95% 
35 100% 

 

Early Retirement Pension  Eligibility:  
Between age 55 and age 65 with at least 15 Pension Credits. 
 
Amount of Benefit: 
The calculated Regular Pension accrued prior to July 1, 2010 reduced by 2% for 
each year the retiring employee is under age 65, plus the calculated Regular 
Pension accrued on and after July 1, 2010 reduced by 6% for each year the 
retiring employee is under age 65. 

Disability Pension 
 

Eligibility:  
Permanent and total disability, at least 10 Pension Credits. 
 
Amount of Benefit: 
Regular pension accrued reduced actuarially for each year of age less than 
Normal Retirement Age not less than $400  

Vested Benefit Eligibility:  
5 or more years of Vesting Service. 
 
Amount of Benefit: 
Regular pension accrued payable at Normal Retirement Age or, if eligible, Early 
Retirement pension payable at Early Retirement Age, determined under the 
terms of the Plan in effect at the time the participant separates from covered 
employment. 
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Pre-Retirement Death 
Benefits 

Spouse's Benefit: 
If a deceased married participant had not retired but had met the eligibility for 
pension benefits, his spouse receives a survivor's annuity.  The survivor's annuity 
is payable for life, commencing with the month following the participant’s death. 
The monthly amount is the survivor’s portion of the Regular Pension earned 
through the date of death, reduced for payment prior to normal retirement age, 
based on a 75% Joint and Survivor Annuity.  For participants who die prior to 
attainment of age 55, the monthly benefit is determined as if the Participant had 
reached age 55. 
 
Pre-Retirement 120-Payment Guaranteed Benefit: 
If a deceased unmarried Participant had not retired but had met the eligibility for 
pension benefits, a designated beneficiary will receive 120 monthly payments 
equal to the Pension amount the Participant would be entitled to receive had he 
or she retired and been age 55 at the time of death.  If the designated beneficiary 
dies prior to receiving all 120 monthly payments, no further benefits are payable. 

Forms of Payment Normal Form: 
(a) For married participants, retirement benefits are paid in the form of a 

75% Joint and Wife Annuity unless this form is rejected by a Participant 
and his or her spouse.  

(b) If the 75% Joint and Wife Annuity is rejected or if the Participant is not 
married, benefits are payable as a Life Annuity with 120-month 
guarantee.  Benefits are payable for the life of the Participant with 
payments guaranteed for 120 months without reduction.  If the 
designated beneficiary dies prior to receiving all of the 120 monthly 
payments, no further benefits are payable. 

 
Optional Forms: 

(a) 50% Joint and Survivor Annuity, actuarially reduced (spouse only) 

(b)   100% Joint and Survivor Annuity, actuarially reduced (spouse only) 

Actuarial Equivalence Benefits under optional forms of payment are converted from the amount 
payable under the Life Annuity with 120-month guarantee, based on 
assumptions of 7.0% interest and the 1971 Group Annuity Mortality Table with 
the Male table used for the Participant and the Female Table used for the 
Spouse. 

Contribution Rates Various contribution rates ranging from $276.80 to $174.00 per week as of 
July 1, 2017.   
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Changes in Plan 
Provisions  

There have been no changes in the plan provisions from those used in the 
previous valuation. 
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The primary use for Current Liability is to determine the amount of the maximum tax-deductible contribution for 
the plan year.  Current Liability is also reported on the Schedule MB to the Form 5500; however, it rarely affects 
the determination of the ERISA minimum required contribution. 

Current Liability is calculated similarly to the actuarial accrued liability under the unit credit cost method, but 
based on interest and mortality assumptions that are mandated by the Internal Revenue Service (IRS).  The 

Current Liability interest rate assumption is based on 30-year Treasury yields and does not reflect the expected 
return on plan assets.   

Current Liability and the expected increase in Current Liability attributable to benefits accruing during the plan 
year are shown above, as of the valuation date.  Also shown above are the expected benefit payments for the 
plan year, based the same actuarial assumptions used to measure Current Liability. 

Measurement Date 7/1/2017 7/1/2016

Current Liability Interest Rate 3.04% 3.18%

A. Number of Participants
1. Retired Participants and Beneficiaries 677                            683                            

2. Inactive Vested Participants 244                            247                            

3. Active Participants

a. Non-Vested Benefits 55                              55                              

b. Vested Benefits 183                            188                            

c. Total Active 238                            243                            

4. Total 1,159                         1,173                         

B. Current Liability Normal Cost
1. Cost of Benefit Accruals 3,109,381$              2,813,008$              

2. Assumed Operating Expenses 360,672                    360,672                    

3. Total 3,470,053$              3,173,680$              

C. Current Liability
1. Retired Participants and Beneficiaries 114,677,499$          108,202,130$          

2. Inactive Vested Participants 33,764,870              34,999,110              

3. Active Participants

a. Non-Vested Benefits 4,464,863$              3,977,083$              

b. Vested Benefits 45,014,253              43,506,440              

c. Total Active 49,479,116$            47,483,523$            

4. Total 197,921,485$          190,684,763$          

D. Current Liability Expected Benefit Payments 8,490,641$              8,394,994$              

E. Additional Information for Form 5500 Schedule MB
1. Current Liability Normal Cost [Sch. MB Line 1d(2)(b)] 3,109,381$              2,813,008$              

2. Expected Release [Sch. MB Line 1d(2)(c)] 8,490,641                 8,394,994                 

3. Expected Disbursements [Sch. MB Line 1d(3)] 8,865,641                 8,769,994                 

Exhibit D.1 - "RPA '94" Current Liability

and Additional Information for Form 5500 Schedule MB
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Actuarial Accrued Liability:  This is computed differently under different actuarial cost methods.  The Actuarial 
Accrued Liability generally represents the portion of the cost of the participants’ anticipated retirement, 
termination, death and disability benefits allocated to the years before the current plan year. 

Actuarial Cost: This is the contribution required for a plan year in accordance with the Trustees’ funding 
policy.  It consists of the Normal Cost plus an amortization payment to pay interest on and amortize the 
Unfunded Actuarial Accrued Liability based on the amortization schedule adopted by the Trustees. 

Actuarial Gain or Loss: From one plan year to the next, if the experience of the plan differs from that 
anticipated using the actuarial assumptions, an actuarial gain or loss occurs.  For example, an actuarial gain 
would occur if the assets in the trust earned 12.0% for the year while the assumed rate of return used in the 
valuation was 7.5%. 

Actuarial Value of Assets: This is the value of cash, investments and other property belonging to a pension 
plan, as used by the actuary for the purposes of an actuarial valuation.  It may be equal to the market value, or 
a smoothed value that recognizes changes in market value systematically over time. 

Credit Balance:  The Credit Balance represents the historical excess of actual contributions over the minimum 
required contributions under ERISA. The Credit Balance is also equal to the cumulative excess of credits over 
charges to the Funding Standard Account. 

Current Liability:  This is computed the same as the Present Value of Accumulated Benefits, but using interest 
rate and mortality assumptions specified by the IRS.  This quantity is used in the calculation to determine the 
maximum tax deductible contribution to the plan for the year. 

Funding Standard Account:  This is the account which a plan is required to maintain in compliance with the 
minimum funding standards under ERISA.  It consists of annual charges and credits needed to fund the Normal 
Cost and amortize the cost of plan amendments, actuarial method and assumption changes, and experience 
gains and losses. 

Normal Cost:  The Normal Cost is computed differently under different actuarial cost methods.  The Normal 
Cost generally represents the portion of the cost of the participants’ anticipated retirement, termination, 
death and disability benefits allocated to the current plan year.  Employer Normal Cost generally also includes 
the cost of anticipated operating expenses. 

Present Value of Accumulated Benefits:  The Present Value of Accumulated Benefits is computed in 
accordance with ASC 960.  This quantity is determined independently from the plan’s actuarial cost method. 
This is the present value of a participant’s accrued benefit as of the valuation date, assuming the participant 
will earn no more credited service and will receive no future salary. 

Present Value of Future Benefits:  This is computed by projecting the total future benefit cash flow from the 
plan, using actuarial assumptions, and then discounting the cash flow to the valuation date. 

Present Value of Vested Benefits:  This is the portion of the Present Value of Accumulated Benefits in which 
the employee would have a vested interest if the employee were to separate from service with the employer 
on the valuation date.  It is also referred to as Vested Benefit Liability. 

Unfunded Actuarial Accrued Liability:  This is the amount by which the Actuarial Accrued Liability exceeds the 
Actuarial Value of Assets. 

Withdrawal Liability:  This is the amount an employer is required to pay upon certain types of withdrawal 
from a pension plan.  It is an employer’s allocated portion of the unfunded Present Value of Vested Benefits 


