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The Board is proposing a benefit reduction for most 
participants—designed to keep the Pension Plan from becoming 
insolvent. 

Today we will discuss:

 What caused the Pension Plan’s problems

 MPRA Financial Relief: What it is and how it impacts our Pension
Plan and our participants

 Our Proposed Pension Benefit Reduction and Recovery Plan

 Your Questions

Note: To view the presenter's notes for each slide, right click the caption icon and choose "Open Pop-up Note."

Today’s Meeting

Presenter
Presentation Notes
On February 15, 2017, the Board submitted an application to the U.S. Treasury Department for approval to implement a Pension Benefit Reduction and Recovery Plan, designed to keep the Western States Office & Professional Employees Pension Fund from becoming insolvent. “Insolvent” means the Plan has run out money and is not able to pay pension benefits to retirees.The Pension Benefit Reduction and Recovery Plan is subject to approval by the U.S. Treasury Department and also by a majority vote by participants.Under the proposed Pension Benefit Reduction and Recovery Plan, participants age 75 and younger may see a 29% reduction to their pension benefit. Those age 75 to 80 will see a smaller reduction. There will be no reduction for retirees age 80 and older or those currently receiving a disability pension.The purpose of this Town Hall Session is to help you understand what’s happening, why, and when. We will also take time to answer your questions.
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Difficult Choices, But There Is A Path Forward

ACTION: 
Pension  Benefit 
Reduction and   
Recovery Plan

 The Pension Benefit Reduction and Recovery Plan
reduces pensions for most participants—but provides
protections for older retirees and disabled pensioners.

 The benefit reductions are much less severe than
under the PBGC; they will preserve the Plan and
provide the best benefits to participants in the future.

NO ACTION: 
Insolvent  

Pension Plan 

 At insolvency, the Pension Plan runs out of money and
can no longer meet its benefit payment obligation to all
participants.

 The PBGC provides financial assistance to the Plan so it
can pay PBGC-guaranteed benefit amounts—which are
much less than accrued benefits.

 The PBGC itself may run out of money within 10 years—
reducing benefits even further.

Our Pension Plan faces very serious trouble           
because it is severely underfunded—it is projected to be 

insolvent during 2035

CONFIDENTIAL – DO NOT DISTRIBUTE

Presenter
Presentation Notes
Our Pension Plan faces very serious trouble because it is severely underfunded. It is projected to become insolvent during 2035 if we do not take action now. Once insolvent, our Plan will not have enough money to pay benefits to all current and future retirees, without going to the Pension Benefit Guaranty Corporation (a federal agency) for financial assistance. If the PBGC becomes involved, all participants will face large benefit cuts because the benefit most participants have earned are significantly higher than the PBGC guarantee level.Note that the PBGC itself may run out of money within 10 years; if so, benefits may be reduced even further.To date, the Board has taken all appropriate steps to address the Plan’s funding issues. The steps have helped, but not solved, our problems. However, there is a path forward, through new legislation enacted by Congress. It’s called the Multiemployer Pension Reform Act of 2014 (“MPRA”). MPRA allows the Plan to implement “benefit suspensions,” which we are calling the “Pension Benefit Reduction and Recovery Plan.” This approach will include a reduction to the benefits of most Plan participants, and it provides protections to older retirees and disabled pensioners. The proposed benefit reductions are much less severe than the reductions you would see if your benefit is reduced to the PBGC-guaranteed level at some point in the future.And, if the Pension Benefit Reduction and Recovery Plan is put in place, our Pension Plan will keep operating—providing the best possible benefits to current and retired participants.That’s why the Board believes the Pension Benefit Reduction and Recovery Plan is the last best option for our Pension Plan.
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Pension Plan Funding “101”
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Plan Liabilities
 Benefits earned by active participants and

terminated vested participants  for payment
in the future

 Benefits being paid to retirees and their
beneficiaries

Plan Assets

 Used to pay benefits and Plan expenses 
now and in the future

 Funded by employer contributions made on
behalf of Plan participants (including
withdrawal liability contributions and
rehabilitation plan payments) and investment
earnings

As of January 1, 2016, our liability to participants stood at  
$535 million. The value of our assets was $334 million.     

This means our plan is just 62.5% funded.

Presenter
Presentation Notes
As we get started today, we want to remind everyone of the basics of Pension Plan funding. Two key elements come into play: Plan liabilities and Plan assets. Plan liabilities are the benefits earned by active participants and terminated vested participants, which will be paid out in the future, as well as the benefits currently being paid to retirees and their beneficiaries. Plan assets are the funds used to pay those benefits and Plan expenses, now and inthe future. Assets come from employer contributions (including withdrawal liability contributions and rehabilitation plan payments) and investment earnings. In order to remain solvent, a pension plan must have sufficient assets to meet its liability to participants. But, as of January 1, 2016, our accrued liability stood at $535 million, while the market value of our assets was $334 million. This means our Plan is only 62.5% funded.  Because the actuary projected that the Plan would run out of money within 20 years, the Plan was certified to be in “critical and declining” status for the 2016 Plan Year, as defined by the U.S. Department of Labor.
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How We Got Here
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Retirees and terminated vested 
participants far outnumber 
active participants—by 8 to 1
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Presenter
Presentation Notes
There are several reasons for the Plan’s financial problems—and I’ll talk about the primary drivers here.First, retirees and vested terminated participants significantly outnumber actives. Between 2008 and today, active membership has been dropping and retirements and terminations have been increasing. There are now 8 inactive participants (including retirees and vested terminated participants) for every 1 active Planparticipant. Second, at the same time, new money coming into the Plan is down because membership is down. Over 100 contributing employers have left the Plan since 2008, due to the recession, difficult financial times for their businesses, or their election to withdraw. However, those that have exited the Plan remain obligated topay their withdrawal liability. With the drop in contributing employers, active membership has dropped by 62% since 2008. And, fewer active participants mean fewer contributions coming into the Plan to fund the benefits earned. As such, the Plan is now overly reliant on investment returns for its funding.  Which brings us to the third issue: investment returns. Investment returns make up an important part of the Plan’s assets and the money we can use to pay benefits. As the U.S. and global economy sunk into the Great Recession, investment returns in 2008 were negative 32%. With that, in just one year, the Plan’s assets dropped from $543 million to $327 million and our funded percentage dropped to a very unhealthy 59%.  We were not alone. The Great Recession impacted multiemployer pension plansacross industries. Average investment returns in 2008 were negative 23% across multiemployer plans.This led to a drop in average plan funding ratios—from close to 90% in 2008 to 65% in 2009. As a result, the number of plans considered in the “red zone” under the federal government’s Pension Protection Act jumped from 9% in 2008 to 42% in 2009. Between 2009 and 2015, the Plan’s investment returns have stabilized and averaged more than 8.4%--perhaps the same type of return you may have seen with your own 401(k) or other market investments, if you have any. However, this investment performance has not been sufficient to make up for the 2008 investment loss as benefit payments have continued to be paid to retirees at the same time that fewer contributions coming into the Plan due to decreasing membership.  So, as we mentioned previously, our Plan was just 62.5% funded in 2016, and, as we’ll discuss next, it’s projected to become insolvent during 2035. 
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 Insolvency is the point at which the Pension Plan runs out of money
and is unable to pay current benefits and expenses.

The Plan is Projected to Run Out of Money 
During 2035
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Presenter
Presentation Notes
Here is picture of the Plan’s projected funded percentage that served as the basis for the 2016 PPA Certification.  As you can see, the funded percentage is projected to decline over time and the point at which the funded percentage reaches 0% is when the assets are projected to run out, sometime during 2035. And note, if Plan membership continues to fall, or if we face another deep recessionand poor investment returns, this timeline may speed up. That’s why taking action now is so important. 
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A Potential Solution: The Multiemployer Pension 
Reform Act of 2014 (MPRA)

However, a shared sacrifice is required, as a Pension Benefit Reduction and 
Recovery Plan under MPRA reduces benefits for actives, most retirees and 

beneficiaries, and terminated vested participants.

MPRA allows severely underfunded multiemployer 
pension funds to develop a Pension Benefit Reduction and Recovery Plan—

designed to preserve the pension plan, continue paying benefits,      
and keep the plan in operation. 

In December 2014, the Multiemployer Pension Reform Act 
of 2014 (MPRA) was enacted and signed into law.

Presenter
Presentation Notes
Now, we will talk about potential next steps for correcting the Plan’s funding under a law known as the Multiemployer Pension Reform Act, or MPRA.  MPRA was enacted and signed into law in December 2014. Its purpose is toallow severely underfunded multiemployer pension funds, like this Plan, to develop aPension Benefit Reduction and Recovery Plan. Under MPRA, a Pension BenefitReduction and Recovery Plan is designed to preserve the pension plan andcontinue paying benefits. And, while a Pension Benefit Reduction and Recovery Plan may save the pensionplan, a shared sacrifice is required, as recovery means a reduction in benefits forthe vast majority of its active participants, retirees, beneficiaries, and terminatedvested participants. 
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 The Board worked with the Pension Plan’s actuary to develop a
Pension Benefit Reduction and Recovery Plan.

 MPRA includes several protections for participants:
• Benefit reductions cannot be more than what is needed to avoid insolvency
• There can be no benefit changes for retirees age 80 and older or those receiving a

disability benefit
• Proposed benefit reductions for participants between ages 75 to 80 must be done

on a sliding scale to minimize impact
• The proposed benefit reduction cannot take benefits for any participant below

110% of the PBGC’s guaranteed benefit

How MPRA Works

7

Presenter
Presentation Notes
Here is how the process under MPRA works. First, our Board of Trustees worked with the Plan’s actuary to develop a Pension Benefit Reduction and Recovery Plan. The Pension Benefit Reduction and Recovery Plan includes benefit reductions not just to future pension payments for actives, but also to pension payments for participants who already receive benefits.  It is designed to stabilize the Pension Plan’s finances and allow the Plan to continueto pay benefits, albeit at a reduced rate. This allows the Pension Plan to continuepaying benefits to all participants.  In designing the Pension Benefit Reduction and Recovery Plan, several rules underMPRA must be followed:First, benefit reductions cannot be more than what is needed to avoid insolvency; we are not permitted to create any cushion. Second, there can be no benefit changes for retirees age 80 and older or those receiving a disability benefit. Third, proposed benefit reductions for participants between ages 75 to 80 must be done on a sliding scale to minimize impact. And fourth, the proposed benefit reduction cannot take benefits for any participant below 110% of the Pension Benefit Guaranty Corporation’s guaranteed benefit. We will talk more about the PBGC in a minute.
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 The Pension Benefit Reduction and Recovery Plan must be 
submitted to the U.S. Treasury Department for review and approval.
• We submitted our application with Treasury on February 15, 2017; it was 

accepted by Treasury for review on February 22, 2017
• Treasury’s job is to verify we followed the rules noted on the previous slide
• On acceptance, Treasury has up to 225 days to complete its review and approve 

or reject our application

 If approved by Treasury, all participants will have the opportunity to 
vote yes or no on the Pension Benefit Reduction and Recovery Plan. 

How MPRA Works continued
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To date, several multiemployer pension plans have submitted 
a Pension Benefit Reduction and Recovery Plan application 
with the U.S. Treasury Department, including the Automotive 

Industries Pension Fund and New York State Teamsters 
Conference Pension & Retirement Fund. Thus far, one 

application has been approved.     
You can follow progress at www.treasury.gov. 

Presenter
Presentation Notes
Once designed, the Pension Benefit Reduction and Recovery Plan is submitted to the United States Treasury Department for review and approval. Treasury verifies that we followed all of the rules I just mentioned. We submitted our application with Treasury on February 15, 2017. Treasury has up to225 days to complete its review and make its decision.  If approved, all participants will have the opportunity to ratify the proposed PensionBenefit Reduction and Recovery Plan. I will talk about the voting process in a coupleof minutes. You can follow the progress of our application through the U.S. Treasury website at www.treasury.gov. You’ll see not only our Pension Plan’s application, but also the status of other multiemployer funds that have applied for relief through MPRA.
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 Plan participants must vote to adopt the proposed benefit reductions 
under the Pension Benefit Reduction and Recovery Plan.

 All participants are eligible to vote (current retirees, surviving 
spouses, terminated vesteds, actively employed participants, etc.).

 The vote takes place within 30 days of the Pension Benefit 
Reduction and Recovery Plan’s approval by Treasury, and the voting 
period runs for 21 days.

 The Pension Benefit Reduction and Recovery Plan can be rejected 
ONLY if a majority of the total number of the Pension Plan’s 
participants vote against it. 

 The Treasury Department has sole responsibility for the voting 
process, which will be conducted by phone or online by a third-party 
administrator—you will receive more information following the 
Treasury review period.

About the Vote

Presenter
Presentation Notes
If approved by Treasury, Plan participants are given an opportunity to vote to adopt the proposed benefit reductions under the Pension Benefit Reduction and Recovery Plan. All participants are eligible to vote – this includes current retirees, surviving spouses, terminated vesteds, actively employed participants, etc.). The vote takes place within 30 days of the Pension Benefit Reduction and RecoveryPlan’s approval by Treasury, and the voting period runs for 21 days. The Pension Benefit Reduction and Recovery Plan approved by Treasury can be rejected ONLY if a majority of the Pension Plan’s participants vote against it.  The Treasury Department has sole responsibility for the voting process, which will beconducted online or by phone by a third-party administrator. You will receive moreinformation following the Treasury review period.
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How the Benefit Reductions Will Work

Type of Participant Benefit Reduction
Active Participant 29%
Terminated Vested Participant 29%
Retiree Under Age 75 29%
Retiree Age 75 to 80 See sliding scale on next slide
Retiree Age 80 or older No change to current benefit
Disability Retirement (any age) No change to current benefit

 The reduction amount is based on your age at the time the Pension 
Benefit Reduction and Recovery Plan takes effect. 

 It will stay at that rate for as long as you continue collecting a 
pension.

Presenter
Presentation Notes
Now, let’s look at the proposed Pension Benefit Reduction and Recovery Plan itself.  For those of you following along by webinar, this table shows the reduction that applies based on a participant’s age and disability status. [read through table] The Board adopted a position of “fairness” in deciding on the reduction amounts, by equally distributing the reductions across actives, terminated vested participants, and retirees / beneficiaries age 75 and younger. These individuals will see a 29% benefit reduction under the proposed Pension Benefit Reduction and Recovery Plan. And, those older than age 75 are given special consideration under the law, as we’ll discuss next.
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 Retirees Age 75 – 80 
• The closer you are to age 80 when the reductions take effect, the smaller the 

reduction will be. 

 If you’re age 80 or older, or disabled, your benefit will not be reduced

How Will Pensions Be Reduced?

Your Age When Reductions 
Take Effect

Benefit Reduction Allowed 
Under MPRA

75 Up to 100% of the reduction amount
76 Up to 80% of the reduction amount
77 Up to 60% of the reduction amount
78 Up to 40% of the reduction amount
79 Up to 20% of the reduction amount
80 No benefit reduction

Presenter
Presentation Notes
Here’s the sliding scale for retirees between age 75 to 80. The closer you are to age 80 when the reduction starts, the smaller your benefit reduction will be. Keep in mind that if the age-based limits on the amount of the reduction apply to you, then the same limits will continue for your beneficiary when you die, regardless of his or her age.And if you’re age 80 or older or disabled, your benefit will not be reduced at all under the Pension Benefit Reduction and Recovery Plan.
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What’s At Stake

*If the PBGC runs out of money, your benefits may be reduced to        
almost NOTHING. Currently there are no proposals in Congress to fix 

multiemployer pension plans or to shore up the PBGC.
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PROPOSED PENSION BENEFIT REDUCTION AND RECOVERY PLAN IS 
BETTER THAN PBGC PENSION CUTS

Accrued Benefit

Pension Benefit Reduction and
Recovery Plan
PBGC Benefit

PBGC Insolvency*

Presenter
Presentation Notes
When thinking about how the Pension Benefit Reduction and Recovery Plan may affect you, it’s helpful to compare it to what you have today and to what you may receive if we take no action and the Plan becomes insolvent during 2035. In that case, the PBGC provides financial assistance and all participants will likely receive a much lower benefit. This chart includes four examples of monthly benefits: for an active participant, a retiree under age 75, a retiree age 77, and a retiree over age 80. You can follow along with this chart on the webinar, and it is also available on our website if you have any questions.  In these examples, the active participant, retiree age 64, and retiree age 77 may have significantly better benefits under the Pension Recovery Plan than the with the PBGC guarantee: for example, there is a $302 difference for the active participant and an $842 difference for the retiree age 77.  Retirees over 80 would have the same benefit as now under the Pension Recovery Plan, but $225 less under the PBGC guarantee. And if the PBGC runs out of money, benefits for all groups may be reduced to almost nothing. 
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 Participants will receive a personalized benefit estimate, titled “How 
Your Monthly Payments Will Be Affected.” 

 This document shows each individual’s accrued benefit and how it 
may change under the proposed Pension Benefit Reduction and 
Recovery Plan.  

 It also shows the benefit amount covered by the PBGC if the 
Pension Benefit Reduction and Recovery Plan is not approved and 
the Pension Plan becomes insolvent.

 If you believe the information used to calculate your benefit estimate 
is incorrect (e.g., the years of credited service is inaccurate), contact 
the Trust Office:
• Phone: (503) 222-7694 or (800) 413-4928
• Mail: Western States Office and Professional Employees Pension Fund, 1220 

S.W. Morrison Street, Suite 300, Portland, Oregon, 97205-2222
• Email: wsope@aibpa.com

Personalized Benefit Estimates

Presenter
Presentation Notes
By now, you should have received a personalized benefit estimate, titled “How Your Monthly Payments Will Be Affected.”  This document shows your accrued benefit and how it may change under the proposed Pension Benefit Reduction and Recovery Plan.   It also shows the benefit amount covered by the PBGC if the Pension Benefit Reduction and Recovery Plan is not approved and the Plan becomes insolvent. If you believe the information used to calculate your benefit estimate is incorrect (e.g., the years of credited service is inaccurate), contact the Trust Office. 

mailto:wsope@aibpa.com
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A Word About the “PBGC”
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 The Pension Benefit Guaranty Corporation’s (PBGC’s) 
multiemployer program protects over 10 million workers and 
retirees in about 1,400 pension plans.

 Without the Pension Benefit Reduction and Recovery Plan, the 
PBGC would provide financial assistance once the Pension Plan 
runs out of money. 
• All participants would face pension benefit reductions regardless of age, active 

or retired status, or disability.
• The guaranteed benefit amount is set by the PBGC; an example is included on the 

following slide.
• PBGC benefit amounts are lower than the benefits proposed under the Pension 

Benefit Reduction and Recovery Plan.

 If our Pension Plan needs assistance from the PBGC, it is 
essentially ended and cannot be changed.

 And, there is a 50% likelihood that the PBGC will become insolvent 
itself in 2025—leaving our participants with even less.

Presenter
Presentation Notes
At this point, you may be wondering that the Pension Benefit Guaranty Corporation, or PBGC, actually does. The PBGC’s multiemployer program protects over 10 million workers and retirees in about 1,400 pension plans, by providing them with a guaranteed benefit in the event their plans become insolvent. Without the Pension Benefit Reduction and Recovery Plan, the PBGC would provide financial assistance once the Pension Plan runs out of money.  If this happens, all participants would face pension cuts regardless of age, active or retired status, or disability.  And for most participants, PBGC benefit amounts will be lower than the benefits proposed under the Pension Benefit Reduction and Recovery Plan. I’ll provide more details and an example shortly.  If the Plan needs assistance from the PBGC, it would essentially be ended and could not be changed—meaning there would be no chance to restore it if circumstances improved. And, there is a 50% likelihood that the PBGC will become insolvent itself in 2025—leaving our participants with even less.
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PBGC Example: 
Your Accrued Benefit Is Worth Much Less
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EXAMPLE: Your accrued monthly pension benefit is $1,200, and you have 15 years 
of credited service

Step One: Determine your Pension Plan benefit rate. (It’s your monthly pension 
benefit divided by your years of service. In this case, $80.00.)

Step Two: Apply the PBGC formula to your benefit rate.
First $11.00 x 100% = $11.00
Next $33.00 x 75% = $24.75

Excess $36.00 x 0% = $0 (the PBGC does not pay a benefit for any 
amount over the limit)

Monthly PBGC benefit rate = $35.75

Step Three: Determine your PBGC Guaranteed Benefit. (It’s your PBGC benefit rate 
times your years of credited service.)

15 years of credited service x $35.75

PBGC Guaranteed Benefit = $536.25 (45% of your plan benefit)

Reminder: The maximum cut under the Pension Benefit Reduction and Recovery 
Plan is 29%

Presenter
Presentation Notes
The PBGC uses a set formula to determine what it will pay for a participant’s monthly benefit if a Plan becomes insolvent. And a maximum monthly benefit rate applies – its $35.75 times your years of credited service. Here is how it works for an individual with a monthly pension benefit of $1,200 and 15 years of credited service. You start by determining your monthly benefit rate under the Pension Plan. It’s your monthly pension benefit divided by your years of service. In this case, that’s $1,200 divided by 15 years, which produces a monthly benefit rate of $80.00. Next, you apply the PBGC formula to your benefit rate. The PBGC guarantees 100% the first $11 of your benefit rate and 75% of the next $33 of your benefit rate.  The PBGC does not guarantee any part of your benefit rate in excess of $44.  What this means is that the PBGC maximum benefit guarantee is $35.75 for each year of service you earned with the Plan. Then, you factor in your years of service, multiplying (for this example) $35.75 by 15 years, resulting in a PBGC-provided benefit of $536.25—which is just 45% of your accrued plan benefit—meaning, a 55% reduction. And remember, the maximum cut under the proposed Pension Benefit Reduction and Recovery Plan is 29%. 
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With the Pension Benefit Reduction and 
Recovery Plan, We Continue to Pay Plan Benefits
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Presenter
Presentation Notes
We are getting close to the end of our presentation, and we want to show you how the Plan is projected to recover if the Pension Benefit Reduction and Recovery Plan is approved. This chart shows how the Plan’s funding status stabilizes over the next 20 years instead of seeing our assets decline to $0. The bottom line is, taking this difficult action now should allow the Pension Plan to continue to pay benefits for years to come.Please take note that although the funded percentages stabilize, they do not climb back to the 100% level during the time period we are showing.  This illustrates the restrictions of the law that the action taken must do enough to avoid insolvency, but doing more than what is necessary to avoid insolvency is not allowed.
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 We know it is important to share information with participants. 
Therefore, we will be communicating with you in multiple ways. 

Resources Available

Meetings
• Portland
• Denver
• Tukwila
• Pasadena
• San Leandro
• Phoenix
• Tuscon

MailWebsite
www.wspensionrecovery.com

Call Center
1-888-999-4089

Mon – Fri
9:00am to 5:00 pm

Presenter
Presentation Notes
We want to stress that there are a number of resources available to help answer your questions. The first is this session you’re attending today. We will also sponsor local in-person meetings in Portland, Denver, Tukwila, Pasadena, San Leandro, Phoenix and Tuscon. The schedule was included in the mailing sent to your home address on February 15, 2017.A dedicated call center is open from Monday through Friday, 9:00 am to 5:00 pm, Pacific Time. Specially trained representatives can answer your questions or direct you to the Plan Administrator if you have questions regarding the projected value of your benefit.We’ve also put up a special website for you to go to stay up-to-date with announcements regarding the Pension Benefit Reduction and Recovery Plan and go deeper into all of the information you saw and heard during today’s session. You’ll find answers to frequently asked questions on the site, as well. The URL for the site is www.wspensionrecovery.com. You can access it any time through your home or work computer or through your mobile phone. Contact your local office if you need help getting to the site.
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Questions??

CONFIDENTIAL – DO NOT DISTRIBUTE

Presenter
Presentation Notes
If you have a question we encourage you to review the FAQs on the program website (www.WSpensionrecovery.com) or call the call center at 1-888-999-4089. 
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The Board’s decision to propose the Pension Benefit Reduction and 
Recovery Plan, the contents of the Pension Benefit Reduction and 
Recovery Plan, the information provided in this presentation, the 
Notice of Application and your personalized benefit estimate are all 
based on the following factors:  the best information available to the 
Board; current actuarial projections; and current legal and regulatory 
requirements. Any or all of these factors may change during the 
Treasury review process.  

The Board reserves the right to modify, revise and/or withdraw the 
Pension Benefit Reduction and Recovery Plan at any time, as 
allowed under the current law. This presentation is provided only to 
describe the Pension Benefit Reduction and Recovery Plan and how 
the plan may affect your benefits, and not as legal advice.  

Benefit estimates are not final until confirmed by the Trust Office and 
the Pension Plan’s actuary.

Important Information Regarding the Pension Benefit 
Reduction and Recovery Plan
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