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Board of Trustees -2- December 19, 2014

economic or demographic assumptions, increases or decreases expected as part of the
natural operation of the methodology used for these measurements (such as the end of
an amortization period or additional cost or contribution requirements based on the
plan’s funded status), and changes in plan provisions or applicable law.

United Actuarial Services, Inc. does not provide, nor charge for, investment, tax or legal
advice. None of the comments made herein should be construed as constituting such
advice. We are not aware of any direct or material indirect financial interest or
relationship that could create a conflict of interest that would impair the objectivity of our
wark.

The undersigned actuary meets the Qualification Standards of the American Academy of
Actuaries to render the actuarial opinion contained in this report.

We are available to respond to any questions you may have about this report.

NITED A a1 A
Redacted by the U.
Treasury

AmdF=% . AT
S. Department of the

#Kathryn A, Garrity, FSA, EA] MAAA
Chief Actuary
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Eoard of Trustees -2- October 30, 2015

or demographic assumptions, increases or decreases expected as part of the natural
operation of the methodelogy used for these measurements (such as the end of an
amortization period or additional cost or contribution requirements based on the plan's
funded status), and changes in plan provisions or applicable law.

United Actuarial Services, Inc. does not provide, nor charge for, investment, tax or legal
advice. MNone of the comments made herein should be construed as constituting such
advice. We are nct aware of any direct or material indirect financial interest or relationship
that could create a conflict of interest that would impair the objectivity of our work,

The undersigned actuary meets the Qualification Standards of the American Academy of
Actuaries to render the actuarial opinion contained in this report.

We are available to respond to any questions you may have about this report.

UNITED ACTUARIAL SERVICES_INC.

Redacted by the U.S. Department of the Treasury

thryn A. Garrity, FSA, EA, MAALS
Chief Actuary
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Appendix D - Summary of Endangered and Critical Status Rules
Bricklayers Local No. 7 Pension Plan
May 1, 2015 Actuarial Valuation

RULES FOR ENDANGERED AND CRITICAL STATUS

Background

The Pension Protection Act of 2006 ("PPA”), enacted in August 2006, established
special rules for plans in “Endangered” or "Critical” status. These rules become effective
with the plan year beginning in 2008 and were originally scheduled to “sunset” in 2015.

The Multiemployer Pension Reform Act of 2014 ("MPRA"), enacted in December 2014,
made the provisions contained in the PPA permanent. MPRA also made numerous
changes to the PPA rules, including adding a new status for deeply troubled plans:
Critical and Declining.

Informally, Critical Status is often referred to as “red zone™ and Endangered Status as
“yellow zone.” A plan that is neither Critical nor Endangered is said to be "green zone."

Criteria for Endangered and Critical

The table below summarizes the criteria for these categorizations. Projected
deficiencies are calculated as of the |ast day of each plan year and are based on
contribution rates codified in bargaining agreements and, if applicable, wage allocations.

Critical Status ("Red Zone”) | Endangered Status (“Yellow Zone”) |

GETTING IN:
Plan is Critical if itis described inoneor | Plan is Endangered if it is not Critical and it is
more of the following: described in one of the following:

Funded percantage is less than 65%,
and, inability to pay benefits and

expenses for next 7 years, or

Funded percentage is less than 80%, or
* Projected funding deficiency in the currant
year of nexl 6 years,

Projected funding deficiency (not

recognizing extensions) in the current
year or next 3 years (next 4 years if
funded at less than 65%), or

{1} Conftributions are less than current
year costs {i.e. "normal cost’) plus
interast an any unfunded past liabilities,
and, (2) value of vested benefits far non-
actives is graater than for actives, and,
(3) projected funding deficiency (not
recognizing extensions) in the current
year or nexl 4 years, or

Inability to pay benefils and expenses for
next 5 years.

A non-critical plan that meets both of the
preceding criteria is considered "Seriously
Endangered”

A plan that meets one of the two Endangered
Status criteria above, but was nol in Critical or
Endangered for the preceding year, will remain
not Critical or Endangerad (i.e. il will be in
"green zone") provided it is not projected to
meet gither of the two Endangered Status
criteria as of the end of the 10" plan year
following the certification year
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Appendix D - Summary of Endangered and Critical Status Rules
Bricklayers Local No. 7 Pension Plan
May 1, 2015 Actuarial Valuation

RULES FOR ENDANGERED AND CRITICAL STATUS (CONT.)

| Critical Status (“Red Zone") ] Endangered Status ("Yellow Zone") |

GETTING IN (cont.):

A plan with a 5-year amartization extension
under IRC Section 431(d) that previously
emerged from Critical Status in PYB 2015 or
later will re-enter Critical Status only if it is
described in one of the following:

¢ Projected funding deficiency in the
cumrent year or next 9 years (including
amoriization extensions), or,

» Projecied insolvency within the next 30

VEars
GETTING OUT:
Plan emerges from Critical Status when it Plan emerges from Endangered Status when it
meets all of the fallowing: no longer meets the requirements to be
classified as Endangerad or when it enters
s Mo longer meets any of the Critical Critical Status

Status tests, and

s No projected funding deficiencies in the

current year or next 9 years (including
amortization extensions), and,

+ No projected insolvencies in the next 30
years

A plan with a 5-year amortization extension
under IRC Section 431{d} emerges from
Crilical Status when it meats all the following:

s Mo projected funding deficiencies in the
current year or next 9 years (including
amortization extensions), and,

+ No projected insolvencies in the next 30
years

< Page D-2
United Actuarial Services, Inc,
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Appendix D - Summary of Endangered and Critical Status Rules
Bricklayers Local No. 7 Pansion Plan
May 1, 2015 Actuarial Valuation

RULES FOR ENDANGERED AND CRITICAL STATUS (CONT.)

Restrictions for Endangered and Critical Plans
The Trustees of a plan that is in Endangered or Critical status face a number of restrictions in
plan improvements that can be adopted and bargaining agreemeants that can be accepted.

| Period | Endangered/Critical Restrictions |

Data of first certification * Mo reduction in level of contributions for any participants

through adoption of funding s Mo suspension of contributions

impravement/rehabilitation » Mo exclusion of new or younger employeas

plan ("plan adoption period”) » Noamendment that increases the liabilities of the plan by
reason of any increase in benefits, change in accrual, or

e change in vesting unless required by law

After adoption of a funding = Cannot be amended so as to be inconsistent with funding

improvementirehabilitation improvement/rehabilitation plan

plan until end of funding + Mo amendment that increases benefits, including future

improvementirehabilitation accruals, unless actuary certifies as being paid for with

period cantributions not contemplated in funding improvement/
rehabilitation plan and still expected to meet applicable
benchmark after considering the amendment

Additionally, Critical status plans cannot pay benefits greater than the single life
annuity once the initial red zone notice is sent unless the henefit is eligible for
automatic cash-out.

Critical and Declining Plans

Beginning in 2015, plans that are in Critical Status and are projecting insolvency within
the next 15 years (20 years in some circumstances) are certified by the actuary as being
in "Critical and Declining.” These plans may have access to new tools that will allow
them to reduce many previously-untouchable benefits, including benefits for participants
in pay status. However, these expanded benefit reductions require government
approval, must not be rejected by a majority of all parlicipants through a vote, and are
subject to a number of other requirements and limitations.

Selected Other MPRA Changes (effective with 2015 plan years)

# Plans projected to be Critical within the next 5 years can elect to be in Critical Status
immediately

« New contribution rate increases required by a funding improvement or rehabilitation
plan are not considered in calculating an employer's withdrawal liability or payment
schedule

s |f, upon the expiration of a collective bargaining agreement under a funding
improvement or rehabilitation plan, bargaining parties do not adopt a new agreement
consistent with an updated schedule, the Trustees must implement the update to the
schedule previously adopted.

¢ PBGC premium doubled and indexed

PEGC ability to facilitate mergers and partitions expanded

3 . . Page 0-3
United Actuarial Services, Inc.
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Appendix E— Glossary of Common Pension Terms
Bricklayers Local No. 7 Pension Plan
May 1, 2015 Actuarial Valuation

GLOSSARY OF COMMON PENSION TERMS

Benefits
Accrued Benefit: A benefit that an employee has earned (or accrued) through past
participation in the plan. It is the amount payable at normal retirement age.

Why it matters: Under the law, Accrued Benefits generally may not be reduced
by plan amendment. The exceplion to this anti-cuthack protection would be for
"adjustable benefits” that come into play for critical status plans,

Actuarial Equivalence: Given a set of actuarial assumptions, when two different sets
of payment scenarios have an equal present value,

Early Retirement Reduction Factor: A retirement benefit that begins before normal
retirement age may be reduced, The plan document defines the amount of the
reduction by formula or a table of factors. This reduction may or may not be
actuarially equivalent, but its present value can be no less than actuarially equivalent
to the benefit payable at normal retirerment age.

Benefit Crediting (Accrual) Rate: A general reference to the calculation of the
amount of manthly retirement benefit earned per dollar contributed or per year or hour
wiarked.

Assefs

Market Value of Assets: The market value of all assets in the fund including on an
accrued, not cash basis (matching the plan audit).

Actuarial Value of Assets: The amount of assets recognized for actuarial valuation
purposes. Recent changes in market value may be partially recognized (there are
variations allowed on the exacl recognition). Generally the actuarial value is limited to
not be less than 80% or more than 120% of the market value.

Why it matters: Many funding calculations use this "smoothed” assel value
method to lessen the impact of volatility in the market value of plan assels.

Assumed Rate of Return: Long term assumption of the rate of return on assels
based upon the diversification mix of invested assets.

Why it matters: This assumplion is used in calculating the present values
discussed in the Liabilities section below. The Assumed Rate of Relurn has an
inverse relationship with plan labilities. In ofher words, a lower Assumed Rate
of Return increases liabilities, while a higher Assumed Rate of Return
decreases plan Liahilities.

. . ) Page E-1
United Actuarial Services, Inc.
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Appendix E - Glossary of Common Pension Terms
Bricklayers Local No. 7 Pension Plan
May 1. 2015 Actuarial Valuation

GLOSSARY OF COMMON PENSION TERMS (CONT.)

Liahilities

Present Value of Accrued Benefits: The discounted value of benefit payments
due in the future but based only on the current Accrued Benefits of each participant.
The value is based on actuarial assumptions including an assumed rate of
investment return.

Why it matters: This liability is one of the primary factors in determining a plan's
annual PPA funded slatus (see Funded Ralio).

Present Value of Vested Benefits: The discounted value of Accrued Benefits that
are considered vested (non-forfeitable). Benefits that are not vesled include those of
participants who have not satisfied the plan vesting requirement (usually five years of
service). In addition under the law some death and temporary disability benefits are
also considered non-vested regardless of service because they are not considered
protected benefils,

Why it matters: This liability is the primary driver of a plan's Employer
Withdrawal Liability.

Actuarial (Accrued) Liability: For inactive members this is the same as the Present
Value of Accrued Benefits above. For active members this depends on the cost
method selected by the actuary. Under the accrued benefit or traditional unit credit
cost method this is also the same as the Present Value of Accrued Benefits. Under
other cost methods (including most commonly entry age normal) this represents an
alternate allocation of projected benefit cost over the working lifetime of aclive
members. Under the entry age normal cost method, the active Actuarial Liability is
larger than the Present Value of Accrued Benefits.

Unfunded Actuarial Liability: The Actuarial Liability less the Actuarial Value of
Assels.

Current Liability: This is similar to the Present Value of Accrued Benefits, but uses
a statutory, significantly lower, interest rate (equivalent to an expected rate of return
on a hond only-type portfolio) and statutory mortality tables. The lower interest rate
means that Current Liability tends to be significantly higher than the Prasent Value of
Accrued Benefits, This number has very little impact on multiemployer plans.

Normal Cost: The present value of all benefits that are expected to accrue or to be
earned under the plan during the plan year. The way in which a benefit is considered
to be earned varies with the actuarial cost method.

Page E-2
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Appendix E — Glossary of Common Pension Terms
Bricklayers Local No. 7 Pension Plan
May 1, 2015 Actuarial Valuation

GLOSSARY OF COMMON PENSION TERMS (CONT.)

Funding

Funded Ratio (Funded Percentage): Present Value of Accrued Benefits divided by
the Actuarial Value of Assets. This is one of two key measures used to determine a
plan's annual PPA funded status. This may also be referred to as PPA Funded Ratio.
This must be greater than 80% to avoid endangered status.

Credit Balance: The accumulated excess of actual contributions over legally
required minimum contributions as maintained in the funding standard account. The
funding standard account is maintained by the actuary in the valuation process and
reported annually in schedule MB to the Form 5500 filing.

Accumulated Funding Deficiency: A negative credit balance, indicating an excess
of total charges to the funding standard account over the total credits to such
account. Prior to PPA, an accumulated funding deficiency caused an immediate
excise tax (waiver under PPA if certain conditions are met). After PPA, a current or
projected funding deficiency is one of the two main criteria used in determining the
annual PPA status. It can eventually trigger an excise tax levied on contributing
employers.

Funding Period: The estimated number of years it would take to pay off the Plan's
unfunded liabilities (and be 100% funded). This calculation is based on the entry age
normal liability basis. This is determined by taking the excess of expected
contributions over expected normal cost and comparing it to the unfunded entry age
accrued liability. This is a good single measure of plan health that looks at both
current levels of funding and future expectations. It is also a good indicator of the
level of risk the plan is taking in funding its future benefits.

Withdrawal Liability

Unfunded Vested Benefits (UVB): Present Value of Vested Benefits less the value
of plan assets delermined on either an actuarial or market value basis. The selection
of asset measureament is part of the withdrawal liability method of the Plan.

Employer Withdrawal Liability (EWL): An employer that withdraws from a
multiemployer plan is liable for its proportionate share of Unfunded Vested Benefits,
determined as of the date of withdrawal.

Why it matters: If a contributing employer leaves the plan with Unfunded Vested
Benefits liability, that employer’s allocated share of Employer Withdrawal Liability
is either assessed, as applicable, or reallocaled among the plan's remaining
active confributing employers.  Employer Withdrawal Liability has both
advantages and disadvantages to the plan. The main upside of Employer
Withdrawal Liability is that its presence may encourage confributing employers to
remain in the plan, helping other contributing employers. The disadvantage is
that EWL may make it more difficult for a contributing empioyer to sell the
company, and possibly may make it more challenging to secure loans and other
lines of credit,

; X Page E-3
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