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A Quarter Century Experience with a Health and Welfare Fund
by

Irving I. Coken
This presentation is a twenty-five year history of a Health and Welfare
program that has withstood the test of time.
Followiﬁg the end of World War II, the leaders of the IBEW became aware
that for the betterment of their membership, wages alone would not suffice, and
fringe benefits were necessary to improve the lot of the membership of the IBEW.

7 Accordingly, through Collective Bargaining in 1950, our chapter in agreement
with our Local IBEW‘Union established a Health and Welfare .Trust Fund.

. The Trust instrument provided in general that the Trust would be administered
by a Board of Trustees consisting of six members, three appointed by the Union and
three appdinted. by the Chapter. The Trustees were obligated to coliect contributions
from participating employers and would dévote the Fund to payment of sickness,
accident, death and similar benefits to employees.

Having been an Electrical Contracf:or since 1923 and a Charter Member of
the Chapter since 1946, I was appointed by the Chapter to be a Trustee and in
sequence was elected the Chairman of the Board of Trustees, a position I have held .
since.

The initial contribution by the contractofs was ten cents (10¢) per hour from

1950 until 1965, and increased as follows:

1966-1968 $. 13 per hour
1968-1972 $.18 v v
1973-1974 $.38 "

Ending 1975-1976 $.48 v




Attached is Exhibit A, and you will note that from the period 1950 to
1968 (liné 18) we show a fund of $465,221,08. During this period all this money
was in savings banks and checking accounts in various banks of Rhode Island.
When we ran out of banks in Rhode Island, the new ‘money was placed in various
out of state banks. This investment method was very unorthodox and through
these years I voiced my objections but was overruled by the majority.

Referring back to Exhibit A, you will note the profit was increasing
steadily and while this was good news it did bring the Internal Revenue into the
picture. They reviewed the years 1963, 1964 and 1965 and informed us they
wanted a piece of the profit - $23, 916. 32 was the exact amount. But our attorney
and our accountant advised us (and I agreed with Vthem) that we should fight the
payment to the IRS. The majority of the Board refused to accept their advice
and, as a result, we had no choice bu;c to pay the taxes.

Time and time again through the years, I proposed that we engage a tax
attorney to change our tax status in accordance wifh IRS Tax Code Section
501 (<) (9).

Iﬁ 1974 when we had a completely new Board of Trustees (I remained as
the only holdover) I was able to get the Board to agree to my request.

The attorney we hired did an excellent job in presenting our case to the
IRS. After a short period of time, the Government approved our request and
our tax status was changed. The cost of the attorney was $650. 00.

It was around this same period 1963-1965 that the Union members became
the most difficult to get along with, They were making many unnecessary

demands of the Committee. Such as:




They took over the bookkeeping of the Fund, they would prepare a
financial statement, pass them out at the Board meetings a.n?l after the meet-
ings they would pick them‘up again,

There were internal political problems among the Union members at
this time. We also believe it was an attempt by the Union. to take control of
the Fund. We were forced to fight back to avoid this, but in so doing had to
make concessions to them. We are still living with problems today caused by the
concessions made then.

It was around the period of 1967 that the Board finally agreed with me
that we should purchase stock. In November 1967 we purchased 500 shares of
#1 stock for $24,667.26; in 1971 this particular stéck had a two to one split and
on my recommendation we sold the sto.ck fo; $38, 715.71 which meant a net profit
in four years of $14, 048, 45.

Because of the success of our first venture into the stock market, the
members of the Board agreed from timg to time to the purchase of additional‘
stock.

It was not all peaches and cream in the years following and there were
many periods of frustration due mainly to the fact that electricians and electrical
contractc;rs, as a group, are not that knowledgeable in finahcial matters.

A case in point would be stock #2 which we began purchasing in 1967,
During a period of two to three years we had accumulated 3, 000 shares of this
particular stock. The stock then split two to one giving us 6, 000 shares at a

cost of 14-3/4 a share,




In 1973 when this stock was selling at 431 1 proposed we.sell it. The

Board did not agree with me and instead authorized me to sell 1, 000 shares.
(On this 1,000 shares, we made a profit of $29, 306, 65). If they had allowed
me to sell the balance as I requested, we would have added $146, 533, 25 profit

to our fund.

We still have the remaining shares of this stock in our portfolio, and for
period ending December 31, 1976 this stock was selling for 16-3/4 a share.

Getting back to the purpose of the Fund, with the surplus increasing through
the years, we were able to do what I spent twenty-five years wanting to do. That
is: we have increased the benefits for the men (many of them are the sons and
gra.ndsons of the men who started out with me in 1923). We increased Life
Insurance for the retirees and. we also gave the meﬁ a limited dental iorogram of
$400, 00 per person, per year.

Along with Exhibit A, which shows the‘receip‘ts from the contractors,
expenses, premiums, etc. from 195.0 to December 31, 1976 (A History of Blood,
Sweat and Tears) we héve included Exhibit B showing the operations of the Trust
for 1976, which unfortunately shows a loss of $49, 047, 63, but the Trust is still
solvent. Itis my belief that this deficiency is caused by the present business
conditions in our Local area. Also enclosed you will find Exhibit C which shows
my own records of the operating cost of the Fund for 1976.

All things considered, Ihave enjoyed the challenge of the last twenty-five

years, and as long as my health permits me I hope to spend my remaining years

on the Committee.

-l




Some changes will have to be made. Because of the requirements of
the Employees Retirement Income Security Act of 1974, I have proposed to
the Board of Trustees thét we hire a paid administrator (with an expertise
in the market) to handle all future investments of the Trust Fund. I recommend
this to each and every group of Contractor-Union membefs who serve as
I'rustees on their Local Trust Funds. About the only stipulation is that the

administrator be neither an Electrician nor an Electrical Contractor.
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My Own

Income from Contracts @ .48

Investments at cost
Interest
Short Term Note
Interest
Savings Account
Interest
FUND

TOTAL INCOME

OPERATING COST

Insurance Preminums

Checking Account

Paid in advance for
1977 Insrance premiums
Insurance preminum paid

Claims paid by lns. Co.

446,936.40
100, 000.00

27,098.07

574,034.47

: 281574-63

484,346.01

3,438.25

24,313.24

27,751.49
484,346.01
341,695.64

142,650.37

EXHIBIT 7 C

Ending 12/31/76

463,873.01
34,570.00
5,510.22
2,098.07 42,178.29
/
506,051.30
512,929.64

( 6,869.34)




