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A SERVICE OF THE NCCMP JuLYy 10, 2018

APPROPRIATENESS OF CURRENT ASSUMPTIONS FOR MULTIEMPLOYER FUNDING

EXECUTIVE SUMMARY : ON JUNE 25, NCCMP PROVIDED THE JOINT SELECT COMMITTEE ON SOLVENCY
OF MULTIEMPLOYER PENSION PLANS AND NCCMP MEMBERS WITH A REPORT PREPARED BY HORIZON
ACTUARIAL SERVICES, LLC WHICH ANALYZED THE IMPACT OF SUBSTANTIALLY LOWER DISCOUNT RATES
UNDER CONSIDERATION BY CERTAIN MEMBERS OF THE COMMITTEE ON THE ENTIRE MULTIEMPLOYER SYSTEM
BASED ON THE INFORMATION CONTAINED IN THE FORM 5500. WE ALSO ASKED SEGAL CONSULTING, A LEADING
PROVIDER OF ACTUARIAL SERVICES TO MULTIEMPLOYER PLANS, TO ANALYZE THE IMPACT OF SUCH CHANGES
ON CERTAIN OF THEIR MULTIEMPLOYER CLIENTS THAT WOULD BE REPRESENTATIVE OF THE BROADER
MULTIEMPLOYER SYSTEM TO PROVIDE A MORE DETAILED UNDERSTANDING OF THE IMPACT ON INDIVIDUAL
PLANS

THE MASSIVE INCREASE IN LIABILITIES AND THE CONTRIBUTION INCREASES FROM FUNDING IMPROVEMENT AND
REHABILITATION PLANS THAT WILL BE MANDATED AS A RESULT OF THE CHANGES IN THE DISCOUNT RATE WILL
HAVE A NUMBER OF NEGATIVE CONSEQUENCES, INCLUDING MAKING EMPLOYERS UNCOMPETITIVE IN THE
MARKET, WHICH IS LIKELY TO RESULT IN A NUMBER OF CONTRIBUTING EMPLOYERS SEEKING RELIEF UNDER
CHAPTER 11 OR CHAPTER 7 OF THE BANKRUPTCY CODE. IT WILL LIKELY RESULT IN CONTRIBUTING EMPLOYERS
LOSING ACCESS TO CAPITAL AS BANKS AND THE CAPITAL MARKETS ALLOCATE THESE NEW LIABILITIES TO
EMPLOYERS AS PART OF THEIR CREDIT AND UNDERWRITING PROCESS AND WILL PUT EMPLOYERS AT A
COMPETITIVE DISADVANTAGE FOR RETAINING AND RECRUITING ACTIVE WORKERS (THE LIFEBLOOD OF ANY
PENSION SYSTEM) AS THE ACTIVE WORKER’S ACCRUALS ARE CUT TO NEXT TO NOTHING, YET THE
CONTRIBUTIONS ON THEIR BEHALF SKYROCKET.

SEGAL NOTES THAT THE CURRENT PRACTICE OF USING THE PLAN ACTUARY’S BEST ESTIMATE FOR LONG-TERM
RATES OF RETURN IS SUPPORTED BY THE HISTORICAL RATES OF RETURN AVAILABLE TO PLANS DURING ANY 30-
YEAR PERIOD WITH A PORTFOLIO COMPRISED OF 50% EQUITIES AND 50% FIXED INCOME. NATURALLY, AS ONE
WOULD EXPECT, THE CURRENT PRACTICE 1S BASED ON EACH PLAN’S FUTURE EXPECTED RETURN FOR THEIR
UNIQUE ASSET ALLOCATION. THE 30-YEAR RETURN FOR THE 30 YEARS ENDING ON DECEMBER 31, 2017 WAS
8.78 PERCENT. SEGAL BELIEVES ANY CHANGE TO THE UNDERLYING DISCOUNT RATE WOULD HAVE THE
UNINTENDED CONSEQUENCE OF DESTABILIZING THE ENTIRE MULTIEMPLOYER RETIREMENT SYSTEM AS WELL AS
HURTING THE ECONOMY AS A WHOLE.

WE CONTINUE TO STRONGLY URGE THE JOINT SELECT COMMITTEE TO MAINTAIN THE CURRENT APPROACH TO
ACTUARIAL ASSUMPTIONS FOR MULTIEMPLOYER PLANS. THE DISCOUNT RATES UNDER CONSIDERATION BY
SOME MEMBERS OF THE JOINT SELECT COMMITTEE WOULD FORCE MOST OF THESE HEALTHY PLANS INTO
CRITICAL STATUS.

SURELY, WE HAVE SEEN ENOUGH UNINTENDED CONSEQUENCES FROM FEDERAL LEGISLATION ON THE
MULTIEMPLOYER SYSTEM TO NOT KNOWINGLY ENACT CHANGES WHERE THE SEVERE CONSEQUENCES ARE
PREDICTABLE AND HAVE BEEN CREDIBLY EXPLAINED TO CONGRESS.
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We strive to ensure that the information contained in this and every issue of Multi-Elert is

correct to the extent information is available. Nevertheless, the NCCMP does not offer legal
advice. Plan fiduciaries should rely on their own attorneys and other professional advisors
for advice on the meaning and application of any Federal laws or regulations to their plans.

* * * * *

If you have questions about the NCCMP, or about this or other issues of Multi-Elert, please
contact the NCCMP, by phone at (202) 737-5315 or by e-mail at nccmp@nccmp.org .
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