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Questions

1. What’s needed for Plans and PBGC to survive?

2. Thoughts on Legislation

— Taxpayer Funds for Plans and PBGC
— Old/New Pools and Withdrawal Liability

3. Where are PBGC premiums headed?

— W/without other funding options
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Single and Multiemployer Plans in Very Different
Condition

* Single Employer Plans
~30,000 plans covering ~30 million participants
Same employers “on hook” for benefits
Almost all will remain solvent

But very few new employees are earning benefits
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Single and Multiemployer Plans in Very Different
Condition

* Multiemployer Plans
~1,300 plans covering ~10 million participants
Many employers are gone
Remaining employers can’t afford orphans

Plans covering 1-2 million participants may become insolvent
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PBGC Premiums

Q:

Q:

What are current premiums?

A: S$28 per participant, going up with inflation

What revenue projection is in the president’s budget?
A: 10 times current premium level

What is proposed structure increases?

A: 3 tier program
1. Increase per capita premium
2. Add variable premium (as in current Single Employer structure)
3. Introduce exit premium, payable to PBGC, not to Fund
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How/Can Multiemployer Plans Be Preserved?

* Investment Returns?
 Higher Contributions?
 Taxpayer Funds?

* Cut Benefits?

 All of the Above?
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UPS
E(I)ﬂ:II'ERI;BUTION$ X X X
TAXPAYER LOANS v v v
CUT BENEFITS Maybe X v
F'i%&‘“i[.ﬁ"}e‘c X X v

NB: Proposals have been changing and will continue to change.
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New MeP Plan Designs

 Would create new plans with adjustable benefits

 Separate legacy from new plans
 Concerns about withdrawal from legacy plans
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What does PBGC Need?

PBGC’s Insurance Programs
— Single Employer Plans
PBGC guarantee covers most benefits
Maximum annual benefit: ~S60K

— Multiemployer Plans

PBGC covers only a portion of benefits
Maximum annual benefit: ~S13K after 30 years
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What DoeS PBGC Need?

Single Employer Multiemployer

Program Program
Premium / Participant $214pp $28pp
TOtaI PremiumS ($ Billions per year) $6o4 B $O.3 B

Projected 2026 Program

Surplus (DEfiCit) Projection Mean in 20155B $10 B ($58) B

PBGC Program Insolvent — 2025

(Mean of Scenarios)
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Future of PBGC

Unless there is a legislative solution, two very large Funds, Central States
and Mine Workers will go insolvent in a few years.

In round terms, the PBGC will pay out $2 Billion per year just for those two
funds.
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Future of PBGC (cont)

There are 4 million active participants in the multiemployer system and
10.6 million total participants.

S2 billion divided by 4 million people = S500 per person
S2 billion divided by 10.6 million people = $189 per person

That is the amount needed every year just to pay for Central States and
Mine Workers.
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Per Capita Contributions by Plan — All Participants

Employer Contributions per Participant
Multiemployer Defined Benefit Pension Plans: All Industries
$10,000
$8,000 —
$6,000 —
$4,000
-paaREEREREd
$0
Plan Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Number of Plans 1,257 1,286 1,276 1,137 1,090 1,199 1,211 1,234 1,233 1,209
95th Percentile S5,377 S$5,773 $6,591 §7,028 S6,714 S7,267 $7,762 $8,017 57,882 S$8,568
75th Percentile $3,076  $3,353 53,666 $3,879 $3,706 S3,911 $4,245 S4,418 $4,581 54,962
© 50th Percentile $1,807 $2,023 $2,198 $2,232 $2,172 $2,249 $2,414 $2,601 $2,738 $2,934
25th Percentile $727 $791 $859 S874 $889 $983 $1,061 S1,097 S1,141 $1,244
5th Percentile $163 $171 $180 $156 S176 $204 $202 $203 $196 $215
Source: Form 5500 Data
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Per Capita Contributions Per Active Participant

Employer Contributions per Active Participant
Multiemployer Defined Benefit Pension Plans: All Industries
$25,000
$20,000 I
$15,000 -
$10,000
SRR RRRN
S0
Plan Year 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Number of Plans 1,257 1,286 1,276 1,137 1,090 1,199 1,211 1,234 1,233 1,209
95th Percentile $10,676 $12,260 $13,797 $15,054 $15,507 $16,680 $18,175 $18,826 $19,284 $22,903
75th Percentile $6,221 $6,803 S$7,715 S$8,388 58,397 $9,218 $10,487 S11,136 $11,888 $12,805
© 50th Percentile $4,102 $4,540 S4,895 $5,394 S5,476 S$5,961 56,796 $7,227 57,596  $8,335
25th Percentile $1,921 $2,138 $2,360 $2,497 $2,679 $3,018 $3,240 $3,600 $3,794 $4,118
5th Percentile $468 $501 $593 $589 $660 $785 $952 $995 $1,061 $1,027
Source: Form 5500 Data
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Are Higher PBGC Premiums Affordable?

Contributions Per Capita

PBGC Premium Funded %
All Zone Status
Actives = Increase pAVETL
Participants
Plan A None Green — All Years 138%
$9,376 S4,053
Plan A $150 Green — All Years 133%
Plan B None Green — All Years 107%
Plan B $2,122 $962 $150 Endangered or Critical 9%
Starting 2020 °
Plan C None Critical 44%
$1,916 S331
Plan C S150 Critical and Declining 0%
Notes:

1.  Premium increase assumed to be effective January 1, 2018
2. Assumes 3% annual inflation for future premium increases
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Plan A — Current Premium Levels

Plan A
Funding Standard Account [SMillion) = Left Axis
o Funded Percentage = Right Axis
ECY FSA (5 Million) PPA Funded Percentage
12,000 1608
3,000 - L1Ar
b, (0 F 1200
3,000 — L 1008
i o [ .
3,000] 4 B0%
— B0 Credit
EBalance (6000 4 .
(5,00} - 20
(12,000 - .
{1l Flan¥ear Eeginning 014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 028 2029 2030 2031 2032 2033 2034
{2 Asset Return During Year (%) 7.60 (167 1263 775 7.75 775 775 7.75 775 .75 7.75 775 .75 -t 775 7.75 -t 775 7.75 I.F5 7.75
{3 Average Contribution Rate (5 4.84 510 5.0 £.10 C.10 510 £.10 C.10 510 £.10 C.10 ] L A 1 ] £.10 5.10 ] £.10 5.0 £.10
{4 Total Hours (IMillion s 1524 156.0 156.0 156.0 1560 1560 156.0 1560 156.0 1560 1560 156.0 1560 1560 1560 156.0 1560 156.0 1560 156.0 156.0
{5 PYE CE-w/ 431d) Extensions 4,494 3405 3241 3020 2731 2611 2899 3225 3575 4005 4503 4,839 5212 ER32 6,082 AEE1 FOF6 FF20 545 9,293 10,212
{65 Margin (5 Hour 207 202 2.03 1.85 1.40 2.03 218 254 2.83 314 349 3.85 4.24 4. 66 511 E.6l 6.12 BGE 7.28 783 264
{71 PYWE Funded Fercentage at 10@s  102%  100% 100 100%  101% 103 106%  108%  110%  113%  11%%  118%  121%  124% 127%  130f:  134%  138% 142 147%
{3 PPAFunded Percentage at 93% 95% 945 948 945 95% 95 959% 101% 103%  106% 108% 111%  113% 116%  119%  122% 126 129% 133 138%
Coperight © Hormon Scioona Ssrvices, LEC. Al Rights Paserosd.

ANNUAL MEETING PUBLIC POLICY FORUM

NOVEMBER 14-15 WASHINGTON, D.C.

© 2017 American Academy of Actuaries. All rights reserved.




Plan A — Premiums Increase by $150
Effective 1/1/2018

Plan A
Funding Standard Account (5Million) = Left Axis
o Funded Percentage = Right Axis
ECH FSA (S Million) PPA Funded Percentage
12,000 1blsG
9,000 L0
6, 000 - 1200
3,000 — L 100%
L mom .
(3,000} = B0
e EOVY Crzdlit
Ealancs [6.000] L qomy,
[9,000) - 2R
(12 000) - - B
{1} FlanYearBeginning 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
{2 Asset Return During Vear %) 760 {l1e7 12k3 F7S 7.75 775 775 7.75 775 7.75 7.75 775 775 775 775 7.75 775 775 7.75 775 7.75
{3 Average Contribution Rate {5 4.24 E10 510 £.10 E.10 c.10 c.10 E.10 c.10 c.10 c.10 c.10 £lo B0 £.10 E.10 c.10 c.10 E.10 c.10 c.10
{4} Total Hours {Millions) 1524 1560 1560 1580 1560 1560 155.0 1560 1550 1560 1560 156.0 1560 1560 1560 1560 156.0 155.0 1560 156.0 156.0
{5 PYE CE-wi/ 431d) Extensions 4,494 3405 3,241 3,020 2699 2544 279 3077 3379 3757 4199 4472 4776 5121 5489 5268 6,295 6,832 7,450 8,161 8,941
(& Margin {5/ Hour 2.07 202 203 185 1.70 1.80 152 2.25 2.50 277 307 3.39 373 410 448 490 535 C.B4 6.36 6.91 1.52
{7V PVVE Funded Fercentage at 1000  102%  100%  100%  100%  101%  102%  105% 107  109%  1171%  114% 116% 119% 121% 124% 127 130%  134%  138%  142%
{8 PPAFunded Percentags at 93% a5 945 945 94% a5 a6 98%  10ffe  102%  104% 107  109%  112% 114% 116% 11%%:  122%  125% 129  133%
Coperight © Hormon fciions Sarvices, LUC. All Rights Pasaroad
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Plan B — Current Premium Levels

Plan B
Funding Standard Account (51 Billion) = Primary Axis
Funded Percentage / PPA Zone = Secondary Axis

EC FSA [ SBillion) PPA Funded Percentage
2.50 130%
f
2.00 \\ f 120%
1.50 - / o

1.00 - 100%
- TR =
0.00 Bl .~~~ = — e O e O | - - - . BD%

O Cred it [0.50) 70%

Balance (1.00) - 60%

[1.50) + - 50%

(2.00) ~ - 40%

(2.50) ~ - 30%

[3.00) 4 L 20%

[3.50) < 10%

[4.00) - 0%
Plan Year beginning 2014 2015 2016 2017 2018 32019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
Asset Return during Year B7% 14% 89% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 75% 7.5% 75% 7.5% 7.5% 75% 7.5% 7.5% 7.5% 7.5%
Contributions (5 Million) 481 514 538 557 574 591 a049 627 Bl 665 685 706 727 749 771 794 B1E Ba2 BGHE Bo4 921
PYE CB - wy ext. (5 Billion) 2.3 2.7 3.0 33 18 2.3 1.7 1.2 11 11 11 11 1.2 13 14 16 1.8 2.1 2.4 2.9 3.4
Funded Percentage at B5% B B2% B2% B2% B2% B2% B3% Bax B5% BE% B7% B9% 0% 92% Da% 6% 9% 101% 103% 107%

Actuarial Value of Assets (5 Billion) 125 130 132 135 138 142 146 151 156 161 166 171 176 182 188 184 200 207 215 223 231

Actuarial Accrued Liability (S Bilien) 148 155 159 154 168 172 176 180 184 188 191 195 198 200 203 205 208 210 212 214 26

ANNUAL MEETING PUBLIC POLICY FORUM

NOVEMBER 14-15 WASHINGTON, D.C.

© 2017 American Academy of Actuaries. All rights reserved.




Plan B — Premiums Increase by $150
Effective 1/1/2018

Plan B
Funding Standard Account (51 Billion) = Primary Axis
Funded Percentage/ PPA Zone = Secondary Axis
ECY FSA (SBillian) PPA Funded Percentage
2.50 —— 130%
2.00 \ 120%
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1.00 \ 100%
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Plan Year beginning
Asset Return during Year B7% L4% BO% T.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%  7.5%  75%  7.5% 7.5%  7.5%  7.5%  7.5%  7.5%  7.5%
Contributions [5 Million) 481 514 538 ) 574 591 a09 627 646 665 685 706 727 749 771 794 B18 842 B68 894 921
PYE CB - wy ext. (5 Billion) 2.3 2.7 3.0 23 27 21 1.4 0.7 0.5 0.4 0.2 0.1 (0.0 (0.1p (0.2} (0.2} (0.3) (0.2} (0.2} (0.2) (0.1}
Funded Percentage at B5% Bd% B1% B1% B2% 81% Bl% B1% BX% B2% B3% 83% Bd% Bd% 85% B6% B7% BE% B9% 91% 92%
Actuarial Value of Assets (4 Billien) 125 130 132 135 138 141 144 148 152 155 159 163 166 170 174 178 182 186 190 195 200
Actuarial Acerued Liability (5 Billion) 148 155 159 164 168 172 176 180 184 188 191 195 198 200 203 205 208 210 212 214 216
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an C — Current Premium Levels
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Plan C — Premiums Increase by $150
Effective 1/1/2018
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Questions?
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