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Pension Plan Update 
FROM THE BOARD OF TRUSTEES 

ALASKA PLUMBING AND PIPEFITTING INDUSTRY PENSION PLAN 

Status of the Plan and what it means to you as a participant 
You recently received a notice that the Board of Trustees of the Alaska Plumbing and Pipefitting Industry Pension Plan elected 

to enter critical status due to the Plan’s level of funding. Under federal law, a plan that enters critical status must adopt a 

Rehabilitation Plan that consists of benefit reductions and/or contribution increases intended to restore the plan to financial 

health. This notice describes the Plan changes that will take place under the Rehabilitation Plan recommended to the 

bargaining parties by the Board of Trustees. 

As we discussed in the prior notice, the Board elected to enter critical 

status rather than endangered status for 2019. It was not an easy choice, 

but because of the way the laws are written, critical status gives the 

Board of Trustees more flexibility and more options to create a path to 

recovery for the Plan.  

When the Plan is in critical status, the Board of Trustees is required to come up with a strategy to restore the Plan’s financial 

health. This strategy is called a Rehabilitation Plan and includes changes to “adjustable” benefits – benefits that cost more 

than the normal benefits – as well as planned increases to employer contribution rates. However, there is no change to your 

accrued benefit payable at your normal retirement age. There are also no changes for participants who retired and started 

benefit payments before May 1, 2019. Changes will also not apply to individuals who submitted a retirement application 

before May 1, 2019.   

How did we get here? 
The Trustees have made several changes over the last few years to get the Plan back on track financially. However, conditions 

have been less favorable than anticipated in some significant ways, and that has put stress on the plan’s financial situation:  

 The number of hours worked by members has been less than anticipated – 
and that means less money coming into the Plan (contributions are made 
on a per hour basis). In addition, fewer available work hours usually mean 
more people retire early. This has been true for our Plan, and has resulted 
in higher than expected benefit payments – which means more money 
leaving the Plan. 

 Investment returns have been less than expected.  From 1999 through 
2018, the Plan’s investments have returned 3.9% per year on average. 
While that actually exceeds the annualized return of the Dow Jones 
Industrial Index over that time period (3.8%), it is significantly less than our 
current expectation of 7% per year.   

 People are living longer, which is a good thing in general, but it makes it 
more difficult to fund lifelong pension benefits. The Plan needs more money 
to fund the same monthly benefits because we now expect to pay them out 
over a longer period of time.  

Green Endangered Critical

Join us in person     
We are having meetings to discuss the 

state of the Plan, learn about the 
Rehabilitation Plan, and answer questions.

May 21, 2019 @ 6pm

Local 367 Union Hall

610 West 54th Ave

Anchorage, AK

May 22, 2019 @ 7pm

Local 375 Union Hall

3980 Boat Street

Fairbanks, AK

May, 2019 
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We are not alone - because Alaska’s economy had been slow to recover after 2008, many local pension plans are facing the 

same challenges. And nationwide, over 25% of multiemployer pension plans are in critical or critical and declining status, 

either operating under or developing rehabilitation plans.  

If investment returns, hours, and benefit payments had been as expected, it’s unlikely we would need a Rehabilitation Plan at 

this time. Altogether, these headwinds have resulted in the need for the following changes. 

Benefit changes 
The Rehabilitation Plan includes several modifications to the Plan’s benefit provisions.  There is no change to the amount of 

your accrued benefit payable at Normal Retirement Age.  However, other benefits, rights, and features included in the Plan 

are subject to change as described below:     

Early Retirement 
Eligibility for early retirement is not being changed. After May 1, 2019, you can 

still retire at age 52 with either 10 years of Credited Service or 15,000 Covered 

Hours.  However, your early retirement benefit will no longer be subsidized.  

Both before and after the change, if you start your benefits before your normal 

retirement age, the monthly amount you receive is reduced to account for the 

fact that you will receive more payments. Prior to the Rehabilitation Plan, the 

reduction did not reflect the actual cost of the extra payments. After the 

Rehabilitation Plan change, early retirement benefits will be “actuarially 

equivalent” to the normal retirement benefit – in other words, the early 

retirement benefit will be mathematically the same cost to the plan as the 

normal retirement benefit.   

Before Change:  Prior to the Rehabilitation Plan, if a Participant retired prior to age 62, their accrued benefit reduction 

differed based on when  benefits were earned, as shown in the table below: 

Retirement Age 
Accruals Prior to 

7/1/2009 

Accruals From 
7/1/2009 – 
7/31/2012 

Accruals From 
8/1/2012 – 
6/30/2016 

Accruals On and 
After 7/1/2016 

62 100% 100% 100% 100% 
61 98% 94% 94% 94% 
60 96% 89% 89% 89% 
59 93% 84% 84% 84% 
58 90% 79% 79% 79% 
57 86% 74% 74% 74% 
56 82% 69% 69% 56% 
55 77% 64% 51% 51% 
54 72% 59% 46% 46% 
53 66% 54% 42% 42% 
52 60% 50% 39% 39% 

 

  

What is my normal retirement age? 

Generally, the Normal Retirement Date for 

a participant is the first day of the month 

following age 62 and satisfaction of any of 

the following requirements: 

 Five Years of Service, or 

 15,000 Covered Hours of Employment, or 

 Attainment of the 5th anniversary of your 

participation date in the Plan 

However, more specific criteria may apply 

to you. See Section 5.01 of the Plan 
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Early Retirement cont’d  
 

After Change: After the Rehabilitation Plan, Participant’s retiring on or after May 1, 2019 prior to age 62, will have their 

entire accrued benefit will be multiplied by one set of factors shown below based on the participant’s age on 

their retirement date:  

Retirement 
Age 

Percentage of 
Accrued Benefit 

62 100% 
61 92% 
60 84% 
59 77% 
58 71% 
57 66% 
56 61% 
55 56% 
54 52% 
53 48% 
52 45% 

 Participants who submitted a retirement application before May 1, 2019 will retain the old factors.   

Example: A 58 year-old participant has earned a total accrued benefit of $3,250, which was earned as follows: 

 $2,500 prior to July 1, 2009,  

 $250 between July 1, 2009 and July 31, 2012,  

 $350 between August 1, 2012 and June 30, 2016, and  

 $150 after July 1, 2016.   

Prior to the Rehabilitation Plan, his early retirement benefit at age 58 would have been calculated as: 

$2,500 x 90% + $250 x 79% + $350 x 79% + $150 x 79% = $2,842.50 per month 

After the Rehabilitation Plan, his early retirement benefit at age 58 is calculated as: 

$3,250 x 71% = $2,307.50 per month 

Forms of Benefit 
The Plan’s ‘normal’ form of benefit has been changed as described below.  

Before Change:  Prior to the Rehabilitation Plan, the accrued benefit calculated under the Plan’s formula benefit (called the 

‘normal’ form of benefit) was payable as a 5-Year Certain & Life Option.  Under this form of benefit, the 

benefit is payable for your lifetime.  Should you die before receiving 60 payments, the remainder of the first 

60 payments would be paid to your beneficiary.  This form of benefit was also the default form of payment 

for an unmarried participant, although they could elect to receive their benefit in a different form. Married 

participants could also select this form of benefit with spousal consent. 

After Change: After the Rehabilitation Plan, the normal form of benefit for participants retiring on or after May 1, 2019, is a 

Single Life Annuity Option.  Under this form of benefit, the benefit is payable for your lifetime, with no 

payments after death.  The Single Life Annuity is also the default form of payment for an unmarried 

participant.  Married participants could also select a Single Life Annuity form of benefit with spousal consent.   
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The 5-Year Certain & Life will still be available to all participants at retirement and can be elected as an 

optional form of benefit, which results in a reduced benefit level.  

Participants who submitted a retirement application before May 1, 2019 will retain the 5-Year Certain & Life 

Option as their normal form of benefit with no reduction.   

Example: An unmarried participant has earned a benefit payable at retirement of $3,000 per month.  He chooses to 

receive his benefit in the Plan’s “normal form” and dies after receiving 20 payments.  Prior to the 

Rehabilitation Plan, an additional 40 payments would be made to his beneficiary or estate.  After the 

Rehabilitation Plan, no further benefits would be paid after his death.   

Benefits paid in all other available optional forms are reduced to reflect the cost of the survivor benefits. These reduction 

factors will be updated to reflect the new normal form of benefit and current mortality expectations. 

Non-Required Death Benefit 
The plan’s death benefit features have been changed as described below.  

Before Change:  Prior to the Rehabilitation Plan, the plan offered two pre-retirement death benefit options: 1) a 100 Percent 

Contingent Annuitant Option benefit for a surviving spouse; or 2) 60 monthly payments equal to the 

participant’s accrued benefit at the time of death for a surviving spouse or other beneficiary.   

After Change: After the Rehabilitation Plan, the 60 month pre-retirement death benefit is no longer available.  The only 

death benefit payable from the Plan is the 100 Percent Contingent Annuitant Option benefit for a surviving 

spouse.  This benefit pays a life annuity to a participant’s eligible surviving spouse as if the participant retired 

on his or her earliest retirement date, elected the 100% spouse option, and then died immediately.  Benefits 

under this option commence on the later of the first of the month following death or the date the participant 

would have attained age 52. 

Examples: 1.  An unmarried participant with an accrued benefit of $600 per month dies prior to retirement.  Before the 

Rehabilitation Plan, his beneficiary would have received 60 monthly payments of $600.  After the 

Rehabilitation Plan, no death benefit is payable.  

 2.  A married participant with an accrued benefit of $600, all earned between 2009 and 2012, who is age 45 

dies prior to retirement.  Before the Rehabilitation Plan, his surviving spouse would have the option to 

receive either (a) 60 monthly payments of $600, or (b) a monthly benefit for life of $265 beginning on the 

date the participant would have turned age 52.  After the Rehabilitation Plan, the surviving spouse will 

receive a monthly benefit for life of $240 beginning on the date the participant would have turned age 52. 

The change from $265 to $240 reflects the change in ‘normal’ form, new early retirement factors, and 

updated reduction factors for the 100% spouse option. 

Annuity Starting Date Rules 
The Plan’s annuity starting date rules are changed as described below.  

Before Change:  Prior to the Rehabilitation Plan, participants were allowed to elect a retirement date prior to their application 

date (a “retroactive annuity starting date”). This would result in a lump sum of “missed payments” with 

interest. 

After Change: After the Rehabilitation Plan, participants retiring on or after May 1, 2019 are no longer allowed to elect a 

retroactive annuity starting date.   

Example: A participant who last worked at age 60 applies for retirement at age 66 with an accrued benefit of $1,000.  

Prior to the Rehabilitation Plan, he could choose between two options:  (a) a monthly benefit for life of 
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$1,427, or (b) a monthly benefit for life of $1,000, plus a lump sum of $54,000 (representing the value of 48 

“missed payments” of $1,000, with 6% interest).  After the Rehabilitation Plan, his only option is a monthly 

benefit of $1,442.  The change from $1,427 to $1,442 reflects the change in ‘normal’ form and updated 

actuarial equivalence. 

Contribution increases  
The Rehabilitation Plan also calls for additional contributions over a 15 year-period beginning in 2021. 

Questions 
This notice is only intended as a brief summary of the Plan changes made to comply with the provisions of federal law. As 

such, it does not address all of the details pertaining to the availability and amount of benefits, eligibility provisions connected 

with specific benefits, and the rights and obligations of Plan participants. If you have any questions, please contact the 

Administration Office: 

Labor Trust Services, Inc. 

375 W 36th Avenue, Suite 200 

Anchorage, Alaska 99503 

(907) 561-5119 Toll Free (800) 325-6532 

If you have any questions about this statement or about your rights under ERISA, contact the Office of Participant Assistance, 

Employee Benefits Security Administration (EBSA), U.S. Department of Labor, 200 Constitution Avenue, N.W., Ste N-5623, 

Washington D.C. 20210, or call the EBSA at 1 (866) 444-3272. 

cc: Participating Employers 

Union Representatives 


