A SURVEY OF
ELECTRICAL WORKER
RETIREMENT PLANS

« 2022 EDITION -

A summary and analysis of key trends in plan demographics,
cash flows, investments, funding, costs, and expenses from
2006-2020 for multiemployer retirement plans in the
construction industry covering Electrical Workers

NECA Horizon

NATIONAL ELECTRICAL CONTRACTORS ASSOCIATION




A SURVEY OF ELECTRICAL WORKER RETIREMENT PLANS
= 2022 EDITION -

Principal Author

Paul Dunlap, FSA
Horizon Actuarial Services, LLC

The National Electrical Contractors Association (NECA) and Horizon Actuarial Services, LLC (Horizon Actuarial)
acknowledge the significant contributions made by the Mechanical Contractors Association of America, Inc.
(MCAA) in developing the data and analysis used in this report. The information in this report draws heavily

from the data and analysis in the original report by MCAA and Horizon Actuarial, which covers multiemployer

plans in all construction industry trades. Thanks are also due to Peter Bernstein, ASA and James Buck, ASA of
Horizon Actuarial for their contributions to the analysis included in this report.

NECA and Horizon Actuarial have made every effort to ensure that this publication is as complete and accurate as
possible, but no warranty is implied. The information provided is on an “as is” basis. The authors of this
publication, NECA and Horizon Actuarial, shall not have liability or responsibility for errors or omissions, nor is any
liability assumed for damages resulting from the use of the information contained herein. The information
contained herein should not be construed as legal or actuarial advice. The reader must consult with legal counsel
to determine how laws discussed herein apply to the reader’s specific circumstances.

© 2013 - 2022 National Electrical Contractors Association
and Horizon Actuarial Services, LLC. All rights reserved.

Published: October 2022

NECA  Horizon

Actuarial Services, LLC®
NATIONAL ELECTRICAL CONTRACTORS ASSOCIATION

National Electrical Contractors Association Horizon Actuarial Services, LLC
3 Bethesda Metro Center, Suite 1100 8601 Georgia Avenue, Suite 700
Bethesda, MD 20814 Silver Spring, MD 20910
Phone: 301.215.4500 Phone: 240.247.4600
www.necanet.org www.horizonactuarial.com

The material contained herein is owned by the National Electrical Contractors Association and Horizon Actuarial
Services, LLC and is protected under the copyright laws of the United States of America (Title 17, United States
Code) as well as the copyright laws of other jurisdictions. The duplication, reproduction, exhibition, dissemination,
or transmission of this publication in any form by any means without the prior written consent of the NECA and
Horizon Actuarial is strictly prohibited.




Table of Contents

Introduction and Overview

Purpose
Summary
Highlights

Methodology

Form 5500 Data

Data Quality

Identifying Electrical Worker Plans
Number of Plans in the Survey
Comparisons with Prior Editions
Snapshot Distribution Graphs
Quartile Bar Graphs

PART A: DEFINED BENEFIT PLANS

Section A.l: Plans in the Survey

Distribution of Plan Years

Plans by Asset Value

Plans by Number of Participants
Plans by Number of Employers
Plans by Geographic Region

Section A.ll: Plan Demographics

Types of Participants
Number of Participants
Participant Ratios

Section A.lll: Plan Cash Flows

Types of Cash Flows
Aggregate Cash Flows
Cash Flows as a Percentage of Assets

Section A.IV: Plan Investments

Year-by-Year Returns
Annualized Returns
Assumed Returns

Section A.V: Plan Funding

Funded Percentages
PPA Certification Status
Correcting Funding Shortfalls under PPA

N R

ocounnbddbddpr D

~N

O O 00N

11
11
12

13

13
13
14

15

15
16
17

18

18
20
21

Section A.VI: Plan Costs

Annual Plan Costs

Cost of Benefit Accruals
Cost of Operating the Plan
Cost of Unfunded Liabilities
Adjustable Benefits
Employer Contributions
Contributions vs. Costs

Section A.VII: Plan Expenses

Investment Fees

Per-Participant Operating Expenses
Total Operating Expenses
Administrative and Other Expenses
Professionals Fees

22

22
23
24
25
26
26
27

28

28
29
30
30
30

A Survey of Electrical Worker Pension Plans = 2022 Edition

© National Electrical Contractors Association and Horizon Actuarial Services, LLC

T
NECAK Horizon



Table of Contents

PART B: DEFINED
CONTRIBUTION PLANS
Section B.I: Plans in the Survey

Plans by Asset Value

Plans by Number of Participants

Plans by Number of Employers

Plans by Geographic Region
Section B.II: Plan Demographics

Types of Participants
Number of Participants

Section B.IlI: Plan Cash Flows

Types of Cash Flows
Aggregate Cash Flows
Contributions per Active Participant

Section B.IV: Plan Investments
Year-by-Year Returns
Annualized Returns

Section B.V: Account Balances

Account Balance per Participant

Appendices: Plan Listings
Defined Benefit
Electrical Worker Plans by State

Defined Contribution
Electrical Worker Plans by State

31
31
31
32
32

33
33
33

34

34
34
35

36

37
37

38
38

39

40

A Survey of Electrical Worker Pension Plans = 2022 Edition

© National Electrical Contractors Association and Horizon Actuarial Services, LLC

T
NECAK Horizon



Introduction and Overview

The National Electrical Contractors Association
(NECA) and Horizon Actuarial Services, LLC (Horizon
Actuarial) have partnered to build this survey of
historical data for multiemployer retirement plans
covering Electrical Workers in the construction
industry.

The data in this seventh edition of the survey was
compiled during 2022. The data in the survey is
based on publicly available information from Form
5500 filings, which was available for plan years
ending on or about December 31, 2020.

Purpose

The purpose of this report is to summarize and analyze
key trends in demographics, cash flows, investments,
funding, and costs for multiemployer retirement plans
covering Electrical Workers (members of the
International Brotherhood of Electrical Workers, or
“IBEW”) in the construction industry over the 15-year
period from 2006 through 2020. By analyzing these
trends, users of this report can better understand how
these plans have evolved over the past fifteen years and
where they may be headed in the future.

This report also examines investment fees and
operating expenses. If you are a trustee of an Electrical
Worker plan, you may find this section of the report
useful as a comparison tool.

Attached as appendices to this report are listings of the
plans included in the survey, one for defined benefit
plans and the other for defined contribution plans. If
you are an employer participating in one or more of
these plans, the information in this listing may help you
comply with the disclosure requirements for
multiemployer plans required by the Financial
Accounting Standards Board (FASB).

Note that this survey does not include plans covering
Electrical Workers that are outside of the construction
industry (for example, in the manufacturing or
entertainment industries).

Summary

The period from 2006 through 2020 was turbulent for
pension plans in general. Financial markets have been
volatile, and 2008 saw the biggest market collapse since
the Great Depression.

However, since 2008, conditions have generally
improved, as indicated by increasing funded
percentages and higher active to inactive ratios. In
recent years, the number of active participants has
increased significantly, indicating higher work levels.

As this year’s survey period includes 2020, it is the first
survey to include the Covid-19 pandemic, the impact of
which is unclear. While investment returns were
generally positive in 2020 (and 2021), the number of
active participants declined slightly, likely indicating a
decrease in hours from 2019. It is also possible that the
impacts of the pandemic on plans’ mortality experience
will impact survey results in future years. We will
continue to monitor results in future years’ surveys to
get an idea of whether this becomes a trend.

Inclusion of Defined Contribution Plans

The first five editions of this report, produced
from 2013-2020, focused exclusively on defined
benefit pension plans. In 2021, the sixth edition
was expanded to include analysis of defined
contribution retirement plans for electrical
workers in the construction industry. Section A of
the report deals with defined benefit plans and
largely mirrors the prior reports. Section B deals
with defined contribution plans.

This edition of the report shows some encouraging
signs:

e About 79% of all Electrical Worker plans were
certified in the green zone for 2020, a
significant improvement since 2009 when only
43% of plans were in the green zone.

More than 75% of all defined benefit Electrical
Worker plans were projected to become 100%
funded within 15 years.

The funded percentage for the median defined
benefit plan increased from 88% in 2019 to
98% in 2020.

Despite the difficulties of the past 15 years, Electrical
Worker plans have shown great resilience — in many
cases, more so than for multiemployer plans in general,
or for plans covering other trades in the construction
industry.
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Introduction and Overview

Highlights

The following are highlights from this edition of the
Electrical Worker plan survey, with regard to the
defined benefit plans section:

Total number of plans: Based on the latest available
Form 5500 data (in most cases, this is for plan years
ending on or about December 31, 2020), there were
120 multiemployer defined benefit pension plans in
the construction industry covering Electrical
Workers. Only plans with asset values greater than
zero were included in the survey. There were also
194 multiemployer defined contribution plans.

Total assets and covered participants: These 120
defined benefit plans had total assets of roughly $36
billion, and they cover about 357,000 participants
and beneficiaries (not including the NEBF).

National Electrical Benefit Fund (NEBF): The NEBF
provides supplemental retirement benefits to
Electrical Workers, many of whom have accrued
benefits under other plans. As of December 31,
2020, the NEBF had roughly $16.8 billion in assets
and covered over 630,000 participants and
beneficiaries. Most of the participants and
beneficiaries covered under the NEBF are also
covered under other Electrical Worker defined
benefit plans, defined contribution plans, or both.

Number of contributing employers: The median
Electrical Worker plan had 62 contributing
employers, the same number as in the previous
survey. The NEBF had 8,843 contributing employers
in 2020, compared to 9,059 in 2016.

Maturing plan demographics: Over the past 15
years (2006 through 2020), Electrical Worker plans
have seen their active participant counts drop and
subsequently rebound, so that the number of active
participants in 2020 is greater than the number
before 2008. At the same time, most plans saw
increases in the number of participants who are not
actively working, including those who have retired
and who are receiving benefits.

Negative cash flows: While most plans over the
past 15 years have paid more in benefits and
operating expenses than they have received in
contribution income, there has been improvement
in the median net cash flow since 2009. Increases in
contribution rates as well as increases in asset values
due to investment gains in recent years have helped
to offset increases in benefit payments due to

shifting demographics, with more participants
retiring and receiving benefits.

Volatility with plan investments: Investment
returns over the past 15 years were quite volatile
and included the biggest collapse in the financial
markets since the Great Depression. The median
investment return for Electrical Worker plans for
calendar year 2008 was -23.2%. In contrast, the
median annualized return over the 10-year period
from January 1, 2011 through December 31, 2020
was about 7.82%. The median 15-year annualized
return from January 1, 2006 through December 31,
2020 was about 6.38%, indicating that including both
2008 and the subsequent rebound, the annualized
investment return has generally still been slightly
more than 0.5% lower than most plans’
expectations.

Comparison against other construction industry
plans: As shown throughout the report, Electrical
Worker plans tend to have more favorable trends
with respect to demographics and cash flows, when
compared to plans covering other trades in the
construction industry. Differences are less significant
when comparing investment returns.

Improving plan funding: Plan trustees have taken
significant action to improve their plans’ funding
levels in the wake of the 2008 market collapse. At
the end of 2020, the median funded percentage was
98%. For comparison, the median funded
percentage at the end of 2016 was 84%. The four-
year increase to the funded percentage was mostly
due to higher than assumed returns during 2017-
2020, and to contributions being above plan costs.
This 98% funded percentage is greater than the
median funded percentage before 2008.

Improving “Zone” status: Similarly, in 2009
(immediately following the 2008 market collapse),
44% of plans were in the “green zone” under the
Pension Protection Act of 2006 (PPA); the remaining
56% of plans were in endangered status (“yellow
zone”), or critical status (“red zone”), or critical and
declining status. For 2020, the percentage of plans
in the green zone was 79%, leaving 21% of plans in
endangered status or critical status. While
investment gains after 2008 were a major factor in
this shift, actions by plan trustees to improve their
plans’ funding levels were also significant. In 2020,
there were only two electrical workers’ plans in
Critical and Declining status, indicating that the plans
were projected to become insolvent within 20 years.
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Introduction and Overview

American Rescue Plan Act of 2021 (ARPA): In March of
2021, President Biden signed ARPA into law. One of the
provisions of ARPA is to provide Special Financial Assistance
(SFA) to deeply troubled multiemployer pension plans,
based on certain criteria. The SFA is paid by the US Treasury
through the PBGC in a single lump sum.

To be eligible to receive SFA, a Plan must satisfy one of four
criteria. Based on the current survey and on other publicly
available information, there appear to be seven IBEW-NECA
plans eligible to receive SFA. It is possible that more plans
may become eligible, depending upon their funding and
demographics in 2021 and 2022.

e  Criterion 1 —The plan is in critical and declining
status in any plan year beginning in 2020
through 2022. There is one eligible IBEW-NECA
plan based on this criterion.

e  Criterion 2 — The plan has been approved for a
suspension of benefits under MPRA. There is
one eligible IBEW-NECA plan based on this
criterion.

e  Criterion 3 —In any year beginning in 2020
through 2022, the plan:

o s in Critical Status;

o Has a current liability funded
percentage below 40%;

o Has a ratio of active to inactive
participants below 2 to 3.

Note that under subsequently published PBGC
regulations, these tests do not all need to be
satisfied in the same year. There are five eligible
IBEW-NECA plans based on this criterion.

e  Criterion 4 — The plan became insolvent after
December 16, 2014. There do not appear to be
any eligible IBEW-NECA plans based on this
criterion.

At the time of this report was published, there had been no
applications for SFA filed by IBEW-NECA plans. Based on the
priority categories established by the Pension Benefit
Guaranty Corporation, plans will become eligible to apply no
later than March 11, 2023.
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Methodology

This section of the report provides an overview of the
methodology used in compiling the survey and
performing the analysis. It also describes how to
read the graphs used throughout the report.

Form 5500 Data

Seven months after the close of its plan year (nine
and a half months, with extension), every qualified
pension plan must file a Form 5500 with the Internal
Revenue Service (IRS) and the Department of Labor
(DOL). The purpose of the form is to demonstrate
that the plan has met the applicable requirements
under the Internal Revenue Code and the Employee
Retirement Income Security Act of 1974 (ERISA).

The inventory of electrical industry retirement plans
is based on data from Forms 5500, which are
available to the public.

Data Quality

The survey is only as good as the Form 5500 data. If
a plan sponsor filled out a portion of the Form 5500
incorrectly, the errors will likely carry through to the
survey, and perhaps to the analysis.

However, since this report investigates general
trends and averages, the effects of such errors
should be minimal. Also, in certain cases,
adjustments were made to correct for missing or
guestionable data. In other cases, plans with
missing or questionable data were simply excluded
from the analysis for that plan year.

Please keep these considerations in mind when
reviewing the results in this report.

Identifying Electrical Worker Plans

The first step in constructing the survey was to
identify the multiemployer plans in the construction
industry, and which of those plans cover Electrical
Workers.

Using Form 5500 data, it is relatively easy to identify
which plans are defined benefit pension plans, which
are defined contribution plans, and which are
multiemployer plans. However, it is not as simple to
identify which plans are in the construction industry
or cover Electrical Workers.

For defined benefit plans, the list of Electrical
Worker plans developed based on Form 5500 data
was reconciled against the list of known construction
industry plans covering Electrical Workers held by
NECA. For defined contribution plans, electrical
industry plans were identified from Horizon’s list of
all multiemployer defined contribution plans based
on the name of the plan sponsor.

Number of Plans in the Survey

The 2022 edition of the survey includes 120 defined
benefit plans covering Electrical Workers that have a
recent Form 5500 filing (for the 2019 or 2020 plan
years) and an asset value greater than zero, the
same number as in the prior edition. This edition
also includes 195 defined contribution plans.

Comparisons with Prior Editions

This is the seventh edition of the survey report, and
it is intended to be a stand-alone document. If the
reader wishes to compare results in this edition of
the report to those in prior editions, the following
points should be considered:

e Defined Contribution Plan Analysis - This is the
second edition of the report that includes a
section on Defined Contribution (DC) plans.
Previous editions included only Defined Benefit
(DB) plans. In contrast to DB (or “traditional”
pension plans), which provide guaranteed
monthly income to retirees for life and
therefore have substantial long-term
obligations, DC plans (such as individual annuity
plans, money purchase plans, etc.) give each
retiree an individual account, from which the
participant makes withdrawals at their
discretion during retirement. Section A of the
report contains information on DB plans, and
Section B on DC plans.

e As part of each annual update to the survey, the
underlying historical data in the survey is
refreshed. Therefore, there are small
differences in the historical results shown in this
edition of the report versus prior editions.
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Methodology

Snapshot Distribution Graphs

This report analyzes both historical trends for
Electrical Worker plans, as well as distributions at a
specific point in time. “Snapshot distribution”
graphs are used to review the distribution of results
at a specific point in time. See the sample exhibit
below, which shows the distribution of Electrical
Worker plans by asset value.

Note that beside each category, the graph lists the
percentage of plans in the population that fall into
that category. For example, in the sample graph at
right, there are 9 plans that fall into the category of
“S500M to $999M,” which represents 7.6% of the
plans in the survey. The percentages may not
perfectly add to 100.0% due to rounding.

Sample Exhibit (also Exhibit A.1.02)

Asset Values

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

$5.00B or more (0.8%)
$2.00B to $4.99B (2.5%)
$1.00B to $1.998 (4.2%)
$500M to $999M (7.5%)

$200M to $499M (24.2%)
$100M to $199M (20.0%)
$50M to $99M (22.5%)
$25M to $49M (10.8%)
$5M to $24M (7.5%)
Less than $5M (0.0%)
Not Reported (0.0%)

0 20 40

Asset Values: Median = $152M | Average = $445M

Total Plans: 120 Source: 2019-2020 Form 5500 data.

When reviewing the snapshot distribution graphs,
note that the scale often widens as the plans get
larger. This makes the exhibit easier to read, and
keeps very large plans from skewing the scale.

In general, snapshot distribution graphs for defined
benefit plans will include all 120 Electrical Worker
plans in the survey that filed a Form 5500 in either of
the last two plan years ending on or about
December 31, 2020 (in other words, based on “2019-
2020” Form 5500 data). Plans with missing data are
excluded.

A Survey of Electrical Worker Pension Plans = 2022 Edition
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Methodology

Quartile Bar Graphs

To analyze historical trends, this report will often use
“quartile bar” graphs. This will allow us to examine
the range of results over the last 15 years for the
plans in the survey.

See the sample quartile bar graph below, which
shows net investment returns over the last 15 years.
Note the following:

e The bars on the graph are divided into four
sections. These represent the top ( ),
second (purple), third (green), and bottom
(red) quartile results.

e The gold line () running between the second
and third quartiles represents the median or
50th percentile results. Note that these results
are also boxed in the table of numbers below
the quartile bars.

e To exclude outliers, results beyond the 95th and
5th percentiles are not shown. Therefore, the
top quartile actually shows results from the 75th
percentile to the 95th percentile, and the
bottom quartile actually shows results from the
25th percentile down to the 5th percentile.

e Even though results above the highest 5 percent
or below the lowest 5 percent of results are not
shown, sometimes outliers still exist. This is
especially true in the upper end (when the blue
bars are relatively higher).

Sample Exhibit (also Exhibit A.4.01)

The numbers corresponding to the quartiles are
shown in the table below the graph. The
median results are outlined in gold.

The title in the table includes a label indicating
which plans are included in the exhibit (such as
industry, plan size, or trade). In the bottom left
corner, there will be a label if the exhibit
includes only calendar year plans.

The number of plans included is shown just
below the years. A plan may be excluded from
the sample in any given year due to missing or
guestionable data. This is a big reason why the
number of plans changes year after year. To a
lesser degree, plan terminations and mergers
cause the counts to change.

For example, the quartile bar graph below shows
historical net investment returns for construction

indu

stry plans covering Electrical Workers (IBEW

members). For this graph, only results for plans with
calendar year plan years are included.

35%

Net Investment Returns
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

Calendar Year Plans Only

25% =
9 - e e

1;’2 i | A = - w=_ BN - - =

5% — [ o

-15% /

-25% =3

-35%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 55 53 56 55 55 56 56 57 58 58 58 58 58 57 56
95th Percentile  14.8% 10.1% -12.0% 24.5% 151% 3.4% 13.8% 21.1% 88% 5.6% 101% 157% -0.8% 21.3% 15.4%
75th Percentile 12.5% 7.8% -21.3% 20.8% 13.4% 1.6% 12.4% 182% 6.8% 1.5% 82% 14.4% -2.6% 19.4% 13.8%
50th Percentile 11.4% 6.6% -23.2% 16.5% 12.0% 0.4% 11.5% 163% 6.0% 07% 7.2% 137% -3.6% 17.7% 12.2%
25th Percentile  9.7%  5.9% -24.7% 13.8% 10.9% -0.9% 9.9% 143% 50% -02% 59% 129% -45% 16.1% 10.5%
SthPercentile  7.9% 4.7% -289% 9.5% 86% -3.1% 7.8% 11.6% 4.2% -2.8% 3.8% 9.8% -58% 137% 7.6%

Source: Form 5500 Data

A Survey of Electrical Worker Pension Plans = 2022 Edition

© National Electrical Contractors Association and Horizon Actuarial Services, LLC

6

NECK Horizon



Section A.lI: Plans in the Survey

There are 120 ongoing defined benefit plans in the
construction industry covering Electrical Workers
that filed a Form 5500 in either of the last two plan
years, ending on or about December 31, 2020. This
section shows the distributions of those plans by
asset value, number of participants, and number of
employers. In total, these Electrical Worker plans
have roughly $36 billion in assets, and they cover
about 357,000 participants and their beneficiaries,
not including the NEBF.

Distribution of Plan Years

Exhibit A.1.01 below shows the distribution of plans
by their plan years.

Exhibit A.1.01

Plan Year Beginning

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

January (47.5%) | 57
February (1.7%) 1 2
March (0.8%) | 1
April (4.2%) m 5
May (6.7%) ™ 8
June (10.8%) WM 13
July (15.8%) mmmm 19
August (0.0%) -
September (3.3%) W 4
October (5.0%)
November (2.5%)
December (1.7%) 2

0 50 100

Total Plans: 120 Source: Form 5500 Data

Note that nearly half of the plans in the survey with
recent Form 5500 filings have “calendar year plan
years,” in other words, plan years that begin in
January and end in December.

Also note that 15 plans (about 12.5% of the total)
have plan years beginning in September through
December. Exhibits showing historical trends
include results for these plans in the column for the
following plan year.

Plans by Asset Value

Exhibit A.1.02 below shows the distribution of
Electrical Worker plans by asset value. The assets
are market values of assets as of the end of the
latest plan year for which a Form 5500 was filed.

For example, for a calendar year plan, the latest Form
5500 was filed for the plan year beginning January 1,
2020, and the asset value would be as of December
31, 2020. For a plan year beginning on October 1, the
latest Form 5500 was probably filed for the plan year
beginning October 1, 2019, and so the asset value
would be as of September 30, 2020.

Exhibit A.1.02

Asset Values

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

$5.00B or more (0.8%)
$2.00B to $4.99B (2.5%)
$1.00B to $1.99B (4.2%)
$500M to $999M (7.5%)

$200M to $499M (24.2%)
$100M to $199M (20.0%)
$50M to $99M (22.5%)
$25M to $49M (10.8%)
$5M to $24M (7.5%)

Less than $5M (0.0%)
Not Reported (0.0%)

0 20 40

Asset Values: Median =$152M | Average = $445M

Total Plans: 120 Source: 2019-2020 Form 5500 data.

The 120 plans in the survey had a median asset value
of $152 million. The average asset value was $445
million, skewed by very large plans in the survey, in
particular the National Electrical Benefit Fund
(NEBF). The NEBF is discussed in more detail later in
this section.

There were 18 plans with asset values of at least
$500 million. There were 9 plans with asset values
of at least $1 billion.

There were 53 plans with asset values of at least
$100 million but less than $500 million. There were
49 plans with assets less than $100 million, and no

A Survey of Electrical Worker Pension Plans = 2022 Edition
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Section A.lI: Plans in the Survey

plans with assets less than S5 million. There were
also no plans receiving financial assistance from the
Pension Benefit Guaranty Corporation (PBGC).

Plans by Number of Participants

Exhibit A.1.03 shows the distribution of plans by
total number of participants as of the end of the
latest plan year, usually on or about December 31,
2020. Participant counts include active participants,
inactive participants with vested benefits, retired
participants, and beneficiaries. See Section Il for
definitions of the different types of participants.

Exhibit A.1.03

Number of Participants

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

50,000 or more (0.8%) 1
25,000 to 49,999 (0.8%) | 1
10,000 to 24,999 (5.0%) 6
5,000 t0 9,999 (5.0%) 6
4,000 to 4,999 (7.5%) 9
3,000 t0 3,999 (10.0%) 12
2,000 t0 2,999 (7.5%) 9
1,500 t0 1,999 (11.7%) 14
1,000 to 1,499 (17.5%) 21
500 to 999 (25.0%) 30
100 to 499 (9.2%) 11
Fewer than 100 (0.0%)

Not reported

0 20 40

Participant Counts: Median = 1,448 | Average = 8,295

Total Plans: 120 Source: 2019-2020 Form 5500 data.

The median number of participants and beneficiaries
covered under Electrical Worker plans is 1,448. The
average number of participants (again, skewed by
the NEBF and other larger plans) is 8,295.

Over half of the plans, 62 in total, cover fewer than
1,500 participants. There were 8 plans covering at
least 10,000 participants. There were no plans
covering fewer than 100 participants.

A Survey of Electrical Worker Pension Plans = 2022 Edition

© National Electrical Contractors Association and Horizon Actuarial Services, LLC

8

NECK Horizon



Section A.lI: Plans in the Survey

Plans by Number of Employers

Exhibit A.1.04 shows the distribution of construction
industry plans by number of contributing employers.

Exhibit A.1.04

Number of Employers

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

2,000 or more (0.8%)
1,000 to 1,999 (0.0%)
500 t0 999 (1.7%)
200 to 499 (9.2%)
100 to 199 (20.8%)
50t0 99 (26.7%)
25t0 49 (31.7%)
10to 24 (7.5%)
5t09 (0.8%)

2to4 (0.8%)

1 (0.0%)

Not reported

0 20 40

Employer Count: Median =62 | Average =173
Total Plans: 120 Source: 2019-2020 Form 5500 data.

The median number of contributing employers in
Electrical Worker plans was 62. The average
(skewed by larger plans) was 173.

About 67% of plans, 81 of 120, had fewer than 100
contributing employers. There were only 11 plans
with fewer than 25 employers; no plans had only 1
contributing employer.

Plans by Geographic Region

Exhibit A.1.05 shows the number of Electrical
Worker plans by geographic region. In addition to
the number of plans, this exhibit shows the
aggregate asset values (in millions of dollars) and
number of covered participants and beneficiaries.

Exhibit A.1.05

Plans by Region - Number Total Number of

Region of Plans Assets (M)  Participants

Eastern 46 $12,898 126,563
Midwest 35 11,021 98,620
South 19 1,601 29,334
West 19 10,614 102,148
Subtotal 119 36,134 356,665
NEBF 1 16,773 630,397
Participants Only Covered by NEBF (difference) 273,732

Note that figures for the National Electrical Benefit
Fund (NEBF) are shown separately.

Because the NEBF is unique due to its coverage of
essentially all IBEW members in the United States, it
was not included in a geographic region in the total
in Exhibit A.1.05. Exhibit A.1.06 below shows the
number of employers contributing to the NEBF in
each year from 2009 (the first year this was
reported) to 2020. As you can see, the number of
employers decreased from just below 10,000 in 2011
to just below 9,000 in 2020. While the reasons for
the decline are unclear, possibilities include
employer withdrawing from the fund, employers
ceasing operations, and consolidation, such as
through company mergers. However, it is worth
noting that while the number of employers declined,
the number of active participants in the NEBF
increased from 244,849 to 314,843, indicating
growth in the industry.

Exhibit A.1.06

NEBF Participation
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Section A.lI: Plans in the Survey

Technical Note: National Electrical Benefit Fund

The NEBF provides supplemental retirement benefits
to Electrical Workers and their beneficiaries across
the nation.

As shown above, the 119 plans other than the NEBF
have total assets of about $36 billion and cover about
357,000 participants and their beneficiaries. The
NEBF itself has assets of roughly $17 billion and
covers 630,000 participants.

Almost all of the participants and beneficiaries
covered under regional or local Electrical Worker
plans are also covered under the NEBF, and vice
versa. The data does not indicate which participants
and beneficiaries are covered only under a regional
or local plan, and which are covered only under the
NEBF. However, it is a reasonable approximation
that 274,000 participants (the difference between
the 630,000 NEBF participants and the 356,000
participants in other plans) are only covered by the
NEBF, and not by a local pension plan. This
approximately 40% of total NEBF participants may
receive retirement income through DC plans.

Section B of this report offers a high level overview of
how locals provide retirement income through DB
plans, DC plans, or a combination of both.

For reference, the following table shows the postal
codes of the states (as well as the District of
Columbia) included within each region. States were
grouped into regions based on the locations of NECA
chapters, as shown on NECA’s website. If a state had
chapters in more than one region, that state was
assigned to one of the regions. It should be noted
that the location of a plan is based on that of the
Plan Administrator, which is not necessarily the
same as the NECA chapter.

Region States Included

Eastern CT, DC, DE, MA, MD, ME, NH, NJ,
NY, PA, RI, VT, WV

Midwest IA, IL, IN, KY, MI, MN, MO, ND,
NE, OH, SD, WI

South AL, AR, AZ, FL, GA, KS, LA, MS,
NC, NM, OK, SC, TN, TX, VA

West AK, CA, CO, HI, ID, MT, NV, OR,
UT, WA, WY

See the appendices to the report for listings of Electrical
Worker plans by state, as well as a summary of plans,
total asset values, and covered participants by state.
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Section A.ll: Plan Demographics

Having favorable demographics is a key factor in the
long-term sustainability of a pension plan. In general,
it is better for a plan’s overall population to have a
higher proportion of younger, working participants
than older, inactive or retired participants. This
section of the report reviews plan demographics and
how they have changed over the past fifteen years.

Types of Participants

The following are definitions of the different types of
participants shown in the exhibits in this section.

e “Active” participants are those individuals who
were working enough, as of the end of the plan
year, to earn service under their plan.

e  “Inactive” participants are those individuals
who were not working as of the end of the plan
year, but who are entitled to vested benefits
due to their prior service under the plan.
Inactive participants include:

o “Deferred Vested” participants, who are
entitled to vested benefits that are deferred
to a future retirement date.

o “Retired” participants, who are currently
receiving benefits from their plan.

o “Beneficiaries,” who are either receiving
survivor benefits earned by a deceased
participant, or who are entitled to future
survivor benefits. It does not include
beneficiaries of retirees who are still
receiving benefits.

Exhibit A.2.01

Number of Participants

Exhibit A.2.01 below shows aggregate participant
counts for Electrical Worker plans over the 15 year
period from 2006 through 2020. Participant counts
are those reported on the Form 5500 and are as of
the end of the plan year. Counts are shown in
millions.

As discussed in Section A.1, while the NEBF covers
almost all electrical workers in the United States,
about 40% of individuals in the NEBF do not
participate in any local electrical pension plan. To
avoid double counting participants, the below chart
excludes the NEBF participant counts.

The number of participants increased over the past
15 years, from 296 thousand at the end of 2006 to
357 thousand at the end of 2020. The number of
active participants declined from 2008 through 2012
but has grown since then, while the number of
inactive participants has increased. Note thatin
2014, the number of active participants was the
highest in any year since 2007, before declining
slightly in 2020, possibly due to the impact of the
pandemic.

The number of inactive participants with deferred
vested benefits increased from 49 to 70 thousand
over the period, with a large spike from 2008 to
2010, likely because of a decline in available work.
The number of retired participants increased from
66 to 96 thousand over the period, and the number
of beneficiaries of deceased participants increased
as well, from 14 to 23 thousand.

Aggregate Participant Counts (Thousands, End of Plan Year, Not Including NEBF)
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

400

300

200 +—

Plan Year 2006 2007 2008 2009 2010
Number of Plans 122 121 119 119 118
Active 166 169 167 158 150
Deferred Vested 49 50 52 56 60
M Retired 66 68 69 69 77
M Beneficiaries 14 15 15 16 17
296 302 302 299 303

Total Participants

O A

2011
118
148
62
78
17
305

2012 2013 2014 2015 2016 2017 2018 2019 2020
118 119 120 120 120 120 120 119 119
147 148 149 153 155 159 163 168 167
63 64 65 66 66 66 67 68 70
80 83 84 86 88 90 93 95 96
18 19 19 20 21 21 22 22 23
307 314 317 325 330 337 344 353 357

Source: Form 5500 Data
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Section A.ll: Plan Demographics

Participant Ratios Exhibit A.2.03 below shows the distribution of these
participant ratios for Electrical Worker plans from
2006 through 2020.

Another way to analyze plan demographics is to look
at the ratio of active participants to inactive

participants. In general, the higher the ratio of Focusing on the median results:

active participants to inactive participants, the easier

it is for a plan to correct any funding shortfall by e Atthe end of 2006, the median ratio of active
increasing contribution rates or decreasing future participants to inactive participants was 1.23. In
benefit accruals. On the other hand, a lower ratio other words, there were 1.23 participants who
usually means that it is more difficult for a plan to were actively working and having contributions
improve funding through these means. made on their behalf for each participant who

was not working.
As a pension plan matures, the ratio of active

participants to inactive participants will naturally e There was a sharp decline in the median ratio
decline. Such changes can be manageable if they from 2006 to 2010, from 1.23 to 0.94, followed
occur gradually. by a more gradual decline to 0.83 in 2014.
However, sudden shifts in demographics due to e Since 2014, the ratio had stayed fairly level, with
sharp declines in employment levels can be difficult 2020_ ratio of (_)-84- In other words, for the

to manage. Nearly every construction industry median Electrical Worker plan at the end of 2020,
pension plan took a hit to its demographics following there were about 8 active participants for every

10 inactive participants. This ratio has been
slightly increasing since 2014 but then saw a drop
in 2020.

the 2008 market collapse. The subsequent decade
saw a gradual improvement, with a slight dip in the
ratio during 2020, possibly due to the impact of the
pandemic.

e [tisimportant to note that participant ratios can
vary significantly from plan to plan. For example,

Observation: Participant Ratios by December 31, 2020, 5% of Electrical Worker
somewhat over the past 15 years, with an and 5% of plans have ratios of 0.42 or lower.

especially sharp decline after 2008. Since then, Comparison Against Other Plans

demographics have generally stabilized, and the ;
Electrical Worker plans have generally more

ratio of active to inactive participants has ; .
improved over the last several years, with a slight favorable demographics than other construction
dip in 2020. industry plans. For example, at the end of 2020,
the median participant ratio for Electrical Worker
plans is 0.84, compared with a median participant

Exhibit A.2.03 ratio of 0.69 for all construction industry plans.

Participant Ratios: Active to Inactive (End of Plan Year)

Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA
3.00
2.50
200 +— — — — —
1.50
1.00
0.50

0.00
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Number of Plans 123 122 118 120 119 119 119 120 121 121 121 121 121 120 119
95th Percentile 246 2.57 231 226 214 1.87 154 167 155 159 1.65 164 167 154 1.55
75th Percentile  1.64 1.60 153 135 128 125 115 112 112 108 109 1.08 111 1.08 1.05
50th Percentile  1.23 121 123 104 094 095 092 087 083 083 083 085 087 087 0.84
25th Percentile  0.88 090 091 078 070 072 068 0.67 067 064 067 063 066 068 0.66
Sth Percentile ~ 0.50 046 0.54 043 041 043 040 045 046 047 044 041 040 042 0.42

Source: Form 5500 Data
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Section A.lll: Plan Cash Flows

A plan’s cash flows are very closely tied to its
demographics. As retired participants begin to
outnumber active participants, benefit payments to
retirees exceed contributions being made on behalf
of the active participants. If contributions paid into
the plan fall short of cash paid out of the plan, the
difference must be made up by investment income,
or else the plan’s assets will shrink over time.

Types of Cash Flows

The following are definitions of the different types of
cash flows shown in the exhibits in this section.

e  Contributions are made by employers on behalf
of the participants in the plan who are actively
working. In most cases, this is the sole source of
“cash in” for the plan.

e Benefit Payments are made by the plan to
retired participants and beneficiaries of
deceased participants. This is the main source
of disbursements, or “cash out” for the plan.

e Operating Expenses include the cost of
administration, professional fees (such as for
attorneys, auditors, actuaries, and consultants),
and insurance and PBGC premiums. They
exclude investment fees. Operating expenses
are another source of “cash out” for the plan.

If contributions to the plan exceed benefit payments
and operating expenses, then the plan has a positive
cash flow. On the other hand, if contributions to the
plan do not cover benefit payments and operating
expenses, then the plan has a negative cash flow.

As plans mature, their cash flows tend to become
increasingly negative. As with negative demographic
trends, persistence of negative trends in cash flows
will threaten a plan’s viability — for participants and
beneficiaries as well as contributing employers —
over the long term.

Aggregate Cash Flows

Exhibit A.3.01 below shows the aggregate cash flows
for Electrical Worker plans over the 15-year period
from 2006 through 2020. Amounts are shown in
billions of dollars. The median net cash flow, as a
percentage of plan assets, is shown for reference.

Aggregate employer contributions doubled over the
past fifteen years, from $1.3 billion in 2006 to $2.6
billion in 2020. This trend is likely driven by
increases in employer contribution rates and also
increases in hours in recent years. At the same time,
plan disbursements also increased, from $2.0 billion
in 2006 to $3.5 billion in 2020. Net cash flows
became more negative in 2009 following the 2008
crash, but have become gradually less negative since
then, largely due to the growth in contributions.

Exhibit A.3.01
Aggregate Cash Flows (S$Billions)
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

Net Cash Flow (%)

$4.00 0.0%

$3.50 -1.0%

$3.00 -2.0%

$2.50 SO

$2.00 5

$1.50 -4.0%

$1.00 -5.0%

$0.50 -6.0%

$0.00 7.0%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 122 121 118 111 118 119 119 120 121 121 121 121 121 120 119
mmm Contributions $1.3 $1.5 $1.5 $1.2 $1.4 $16 $1.7 $1.7 $19 $20 $2.1 $23 $25 $27 826
mmm Disbursements  $20 $2.1 $2.1 $2.1 $2.4 $25 $2.6 $2.7 $2.8 $29 $3.0 $32 $33 $34 $35
NetCashFlow  $(0.6) $(0.6) $(0.6) $(0.9) $(1.0) $(0.9) $(0.9) $(1.0) $(1.0) $(0.9) $(0.9) $(0.8) $(0.8) $(0.7) $(0.9)
#-Median Net 21% -1.7% -1.5% -2.8% -2.8% -2.2% -2.5% -2.3% -2.0% -2.0% -1.9% -1.3% -1.3% -1.2% -1.3%

Cash Flow (%)
Source: Form 5500 Data
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Section A.lll:

Plan Cash Flows

Cash Flows as a Percentage of Assets

Another way to analyze the effects of positive or
negative cash flows on a plan is to express the net
cash flow as a percentage of plan assets.

For a plan with a negative cash flow, this percentage
represents the return on investments that is needed
to keep the plan’s asset value from declining. For
example, a plan with a negative cash flow of 3.0% of
assets must have an investment return of at least
3.0% in order to avoid a decline in its asset value
from one year to the next.

Exhibit A.3.02 shows the distribution of net cash
flows as a percentage of plan assets for Electrical
Worker plans from 2006 through 2020. Focusing on
the median results, the negative cash flow increased
from 2.1% of plan assets to 2.8% of plan assets from
2002 to 2010, with a spike from 2008 to 2009 due to
the downturn in the work levels and the loss of asset
values in the stock market decline.

The median negative cash flow improved to 1.3% of
assets by 2020, in part as a result of actions taken by
plan trustees to improve funding, such as increases
to employer contributions and reductions in
participant benefits, as well as high investment
returns and work levels in recent years.

There is a wide range of results. For example, at the
95th percentile, there are plans that have annual
positive cash flow that is over 3% of plan assets,
compared to negative cash flow over 5% at the 5%
percentile.

Observation: Cash Flows

Cash flows have been relatively stable over the
past 15 years. While benefit payments have
increased, in recent years, contributions have
increased more quickly, making cash flows less
negative overall.

Comparison Against Other Plans

Electrical Worker plans have generally more
favorable cash flows than other construction
industry plans. For example, at the end of 2020,
the median negative cash flow for Electrical
Worker plans is 1.3% of assets, whereas the
median negative cash flow for all construction
industry plans is 2.2% of assets.

Exhibit A.3.02
Net Cash Flow as a Percentage of Assets
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

6.0%

30% — — — — — — — —

% —-T.— —-—.—-—.—-—-

3.0% .

6.0%

9.0%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Numberof Plans 122 120 114 111 116 119 119 120 121 121 121 121 121 120 119
95th Percentile 4.0% 32% 3.5% 4.1% 43% 34% 42% 34% 45% 33% 35% 47% 41% 32% 3.3%
75th Percentile -0.4% 0.0% 05% -04% -06% -06% -03% -06% 00% -04% -02% 01% 01% 06% 0.1%
50th Percentile -2.1% -1.7% -1.5% -2.8% -2.8% -22% -25% -23% -2.0% -2.0% -19% -13% -1.3% -12% -1.3%
25th Percentile -3.4% -3.1% -3.1% -54% -49% -43% -39% -42% -3.5% -3.6% -35% -2.9% -2.5% -2.6% -2.9%
Sth Percentile -6.6% -50% -52% -81% -7.4% -65% -7.2% -6.6% -55% -5.6% -65% -5.8% -5.4% -55% -5.7%

Source: Form 5500 Data
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Section A.1V: Plan Investments

So far, the 21st Century has been turbulent for the
financial markets, which in turn made for challenging
times for pension plans. This section of the report
analyzes the net investment returns for construction
industry plans covering Electrical Workers over the
fifteen-year period from 2006 to 2020. Asset returns
are examined on a year-by-year basis, as well as
annualized over the 15-year period. This section also
reviews the assumed rates of investment return for
the plans in the survey.

Year-by-Year Returns

Exhibit A.4.01 shows net investment returns for
Electrical Worker plans over the past 15 years, from
January 1, 2006 through December 31, 2020. For
consistency, exhibits in this section include only
results for plans with calendar year plan years.

Observation: Investment Horizons

The exhibits in this report show results over a 15-
year period in large part because complete data
was not available in earlier years. In assessing the
results in this section of the report, users should
bear in mind that pension obligations are very
long-term in nature, and 15 years may be too
short a period from which to draw conclusions
about investment policies.

After the severe market crash of 2008, investment
returns have rebounded strongly, with median
returns of more than 10% in 7 of the 12 years in that
period including 2017, 2019 and 2020. These recent
strong returns have contributed significantly to
improved plan funding, as will be seen in Section
A.5.

It is important to note that all investment returns
shown in this section are net of fees. Itis also
important to keep in mind that a plan’s investment
allocation is a key driver of its investment returns.

Exhibit A.4.01
Net Investment Returns
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA
25%
1% g E = = = —m - =
5% a% — AT ad
5% S e W |
-15%
25% B
-35%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 55 53 56 55 55 56 56 57 58 58 58 58 58 57 56
95th Percentile  14.8% 10.1% -12.0% 245% 151% 3.4% 13.8% 21.1% 8.8% 56% 10.1% 157% -0.8% 21.3% 15.4%
75th Percentile  12.5% 7.8% -21.3% 20.8% 13.4% 1.6% 12.4% 182% 6.8% 1.5% 82% 144% -2.6% 19.4% 13.8%
50th Percentile 11.4% 6.6% -23.2% 16.5% 12.0% 0.4% 11.5% 163% 6.0% 0.7% 7.2% 13.7% -3.6% 17.7% 12.2%
25th Percentile  9.7%  5.9% -24.7% 13.8% 10.9% -09% 9.9% 143% 5.0% -02% 59% 129% -45% 161% 10.5%
SthPercentile  7.9% 4.7% -289% 9.5% 86% -31% 7.8% 116% 4.2% -2.8% 3.8% 9.8% -58% 137% 7.6%
Calendar Year Plans Only Source: Form 5500 Data
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Section A.1V: Plan Investments

Annualized Returns

In addition to volatility over the past 15 years, most
plans’ returns fell short of expectations, which is
mostly due to the market crash in 2008. Since 2008,
investment returns have significantly rebounded,
though not be enough for the 15-year annualized
return to meet expectations for most plans. The
previous exhibits showed net investment returns,
year by year, for the 15-year period from January 1,
2006 through December 31, 2020. The following
exhibits show annualized returns, which allows for
better comparisons of investment performance for
the entire 15-year period.

Technical Note: Methodology \

Annualized investment returns are based on plans
with calendar plan years only. Further, only plans
for which complete Form 5500 data is available for
all 15 years from 2006 through 2020 are included.
There are 47 such plans in the survey, which are
included in the following exhibits.

Exhibit A.4.02

Annualized Returns: 2006 - 2020

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

9.0% or higher (4.3%) 2
8.5% t0 8.9% (0.0%) | -
8.0% to 8.4% (4.3%) 2

7.5% to 7.9% (10.6%) 5
7.0% to 7.4% (4.3%) 2

6.5% t0 6.9% (17.0%) 8

6.0% to 6.4% (29.8%) 14

5.5% to 5.9% (12.8%) 6

5.0% to 5.4% (12.8%) 6

Lower than 5.0% (4.3%) 2

0 10

20

Median Annualized Return: 6.38% per Year
Subset of 47 Calendar Year Plans
Source: Form 5500 Data

As shown in Exhibit A.4.02, the median annualized
return for the 48 plans in the sample was 6.4% per
year. 72% had annualized returns of at least 5.0%
but less than 7.0%.

Observation: Endpoint Sensitivity

As noted earlier, 15 years is too short a period
from which to draw conclusions about investment
policies. It is also important to keep in mind that
the annualized returns analyzed here are very
sensitive to the period endpoints. That is, shifting
the 15-year period by a year could result in
significantly different annualized returns. As
shown Exhibit A.4.02, the median annualized
return for the 15-year period from 2006 through
2020 was about 6.38%. Note that the median
return for the period from 2007 through 2021 will
likely be slightly higher, since in general, returns
were higher in 2021 than in 2006.

Comparison Against Other Plans

In general, investment returns for multiemployer
pension plans do not vary as significantly from
industry to industry or trade to trade as other
results, such as demographics or cash flows.

As shown in Exhibit A.4.02, the median
annualized investment return from 2006 through
2020 for Electrical Worker plans was 6.38%. This
was identical to the median annualized
investment return for that period for all
construction industry plans.

When comparing these results, it is important to
note the relatively small sample size of 47
Electrical Worker plans with calendar plan years.
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Section A.1V: Plan Investments

Assumed Return

Observation: Actual Returns vs. Expected
Returns

The median Electrical Worker pension plan
assumes it will earn 7.00% per year on its
investments. However, from 2006 through 2020,
the median plan earned only 6.38% per year.
Without regard to cash flows, this produced a
cumulative underperformance of about 8% at the
end of the 15-year period.

As shown in Exhibit A.4.03 below, the most common
return assumption is 7.0%, which is assumed by the
actuaries for 36 plans. Thirty plans have lower
interest rates, and 53 have higher interest rates.
Return assumptions have declined significantly over
the last 15 years, which is a trend common across
multiemployer plans in all industries.

Technical Note: Investment Return Assumption

In other words, as of the end of 2020, the median
Electrical Worker plan had an asset value that
was 8% lower than the plan would have expected
at the beginning of the 15-year period. Since
2008, plans have worked to make up this
investment shortfall up through higher employer
contributions, reduced employee benefits, and a

The investment return assumption is also known as the
valuation interest rate. This assumption is used to
discount future plan benefit payments in determining
the actuarial accrued liability.

In these exhibits, investment return assumptions are
rounded to the nearest 0.25%. Of the 120 plans in the

combination of the two.

survey, 119 reported the plan actuary’s assumption on
the Form 5500 filing.

When analyzing the actual investment returns (as done
earlier in this section), it is important for users of this
report to keep in mind how they compared with the
returns the plan assumed it would earn.

Comparison Against Other Plans

As with actual investment returns, there are not
significant differences in expected investment returns
from industry to industry or trade to trade.

Multiemployer pension plans are usually invested

in a well-diversified mix of stocks, bonds, and
alternative investments structured to maximize
returns over the long term while minimizing return
volatility. The plan actuary must evaluate the plan’s
asset mix and, based on expectations of future
returns, develop an assumption for what plan assets
are projected to earn over the long term.

Exhibit A.4.03

Distribution of Investment Return Assumptions

Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA
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Plan Year Beginning 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Number of Plans 123 122 118 109 108 110 113 113 117 120 120 121 121 120 119
W 7.75% or Higher 27 25 24 21 19 19 18 13 12 10 7 4 3 3 3
07.50% 65 67 63 59 61 62 59 60 61 61 55 51 45 36 24
m7.25% 8 10 11 11 11 12 15 18 14 15 16 19 21 21 26
7.00% 17 15 15 13 12 12 17 18 25 28 33 33 34 38 36
H6.75% 1 1 1 1 1 1 1 1 1 1 3 7 9 10 16
H6.50% 2 2 2 2 2 2 1 1 2 3 4 5 7 10 10
W 6.25% of Less 3 2 2 2 2 2 2 2 2 2 2 2 2 2 4
Source: Form 5500 Data
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Section A.V: Plan Funding

This section of the report analyzes plan funding levels
over the past fifteen years, as well as the annual
certification status.

Funded Percentages

Before reviewing the results in this section, users
should first understand the various methods that
may be used to calculate funded percentages for
multiemployer pension plans.

For one, under the Pension Protection Act of 2006
(PPA), the funded percentage is calculated as the
ratio of the actuarial value of assets over the
actuarial accrued liability. The actuarial value of
assets usually smooths (averages) prior investment
gains and losses over a five-year period. The
actuarial accrued liability is the value of the accrued
benefits under the plan, measured at a discount rate
that reflects the expected return on plan assets over
the long term (usually between 7.00% and 7.50% per
year). Under PPA, a plan that is less than 80%
funded based on this measure will generally not be
in the “Green Zone”.

The funded percentages in this section represent the
ratio of the market value of assets over the
actuarial accrued liability. This provides the plan’s
funded percentage at each point in time, without
smoothing prior asset gains and losses, and provides
a consistent comparison from plan to plan.

Note that while the funded percentages in this
report are based on the market value of assets, the
actuarial value of assets is used for the purpose of
calculating contribution requirements under PPA.

The funded percentages shown in Exhibit A.5.01
below are measured as of the end of the Plan Year.
In versions of this report prior to 2021, this exhibit
only included results for plans with calendar years.
To show a more full picture, we have included all
plans, regardless of plan year. However, it should be
noted that a Plan’s market value funded percentage
is sensitive to investment returns, and therefore the
timing of the plan year can affect funded

percentage.

As shown below, the median funded percentage for
Electrical Worker plans increased from 87% at
December 31, 2006 to 98% at December 31, 2020.
Despite the volatility of the past 15 years, funded
percentages for all but the bottom 5% of plans have
increased. The 95t percentile increased from 112%
to 131%, the 75% percentile increased from 99% to
108%, and the 25" percentile increased from 80% to
89%, while the 5% percentile decreased from 68% to

65%.

Exhibit A.5.01
Market Value Funded Percentages (End of Year)
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA
140%
130% —
120% —
110%
100%
90%
80%
70%
60%
50%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Numberof Plans 118 114 104 104 111 113 113 118 121 121 121 121 121 120 119
95th Percentile 112% 110% 89% 107% 111% 107% 111% 116% 112% 106% 107% 115% 112% 116% 131%
75th Percentile  99%  97%  75%  83% 89% 84% 88% 95% 96% 90% 93% 97% 94%  98% 108%
50th Percentile 87% 8%  70% 74% 80% 76% 80% 87% 86% 82% 84% 83% 8% 88% 98%
25th Percentile 80%  78%  63% 69% 73% 68% 71% 78% 77% 73% 74% 79% 74%  79%  89%
SthPercentile ~ 68%  68%  52%  55%  58%  55% 55% 62% 63% 61% 61% 63% 58% 61%  65%
Source: Form 5500 Data

A Survey of Electrical Worker Pension Plans = 2022 Edition

© National Electrical Contractors Association and Horizon Actuarial Services, LLC

18

NECK Horizon




Section A.V: Plan Funding

The median funded percentage has been volatile
over the last 15 years. The historic investment losses
during 2008 brought the median funded percentage
down to 70% at December 31, 2008. Since then, the
median funded percentage has gradually improved,
to 98% in 2020. This improvement is due both to
contributions being in excess of plan costs, and to
investment returns generally being higher than
expectation since 2008.

Earlier in this report, it was noted that there is a
wide range of variability in plan demographics, cash
flows, and investments. The same goes for funded
percentages. In 2020, half of all plans were funded
between 89% and 108%. Five percent of plans are
higher than 131% funded, and 5% are lower than
65%.

The funding level for electrical industry plans is
slightly better than that for plans in other trades in
the construction industry, as the median funded
percentage for all calendar year construction plans
was 99% in 2020.

Technical Note: Actuarial Accrued Liability Data

The actuarial accrued liability is reported as of the
beginning of the plan year on the Schedule MB to
the Form 5500. In general, the actuarial accrued
liability from the succeeding year is used to
calculate the end-of-year funded percentages.
For example, the funded percentage as of
December 31, 2009 uses the actuarial accrued
liability as of January 1, 2010. If the actuarial
accrued liability is unavailable for a given year,
the report uses a one-year “roll-forward” of the
prior year figure is used.
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Section A.V: Plan Funding

PPA Certification Status

Under PPA, a multiemployer pension plan’s actuary
must certify the plan’s status based on certain tests
at the beginning of every plan year.

In simplified terms:

e APlanisin critical and declining status if it is
projected to run out of money to pay benefits
within 20 years (or 15 years in some
circumstances). This status was first established
in 2015. There was two electrical industry plan
in Critical and Declining status in 2020 which is
an increase from 1 plan in 2019.

e Aplanisin critical status (“red zone”) if it is
projected to have a deficiency in its funding
standard account in the next four years (five
years if the plan is less than 65% funded or if
other conditions are met).

e Anplanisin endangered status (“yellow zone”) if
it is less than 80% funded or if it is projected to
have a deficiency in its funding standard account
in the next seven years. If both of those criteria
are true, then the plan is in seriously
endangered status (“orange zone”). However,
due to a rule enacted in 2015, if a Plan is
projected to not be in the Yellow Zone in 10
years, it is considered to not be in the Yellow
Zone.

Exhibit A.5.02

e Anplanisin neither critical, critical and declining,
nor endangered status (i.e., it is in the “green
zone”) if none of the above criteria are met.

Exhibit A.5.02 summarizes the PPA certification
statuses, as reported by each Electrical Worker plan
on its Form 5500 filings for the 2010 through 2020
plan years.

Technical Note: Funding Standard Account

The funding standard account (FSA) is a notional
account used to determine minimum required
contributions under ERISA. To the extent that
actual contributions exceed the requirements as
determined by the FSA, the account will build up
a credit balance. On the other hand, if
contributions fall short of the FSA requirements,
the credit balance will deteriorate. Once the
credit balance is gone, there is a deficiency in the
FSA. Most of the criteria for avoiding endangered
status or critical status under PPA (as well as for
developing funding improvement plans or
rehabilitation plans) involve avoiding deficiencies
in the FSA.

Data on PPA status was not available for the 2008
plan year (the first year for which PPA rules applied
to multiemployer plans) as information from the
Form 5500 Schedules MB was not recorded
electronically.

100% -

80%

60%

40% +—

Plan Year Beginning

B Green Zone (N) 42 70 75 72
Endangered (E) 26 18 18 22
| Seriously End. (S) 9 3 0 1
B Critical (C) 18 14 12 11
B Critical & Declining (D) N/A  N/A  N/A  N/A
Plans with Status 95 105 105 106
Plans with No Status 25 14 14 13

Distribution of PPA Certification Statuses
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

20% —:. —
0% -

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: Form 5500 Data
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Section A.V: Plan Funding

Of the plans that reported a PPA certification status
for the 2009 plan year, 67% were in the green zone,
17% were in endangered status or seriously
endangered status, and 16% were in critical status.
The PPA certification statuses for the 2009 plan year
came immediately after the 2008 investment losses,
and before the vast majority of plans had begun to
take action to improve their funded statuses.
Therefore, these statuses represent where
construction industry plans stood at (about) their
lowest points.

Moving from 2009 to 2020, the percentage of
Electrical Worker plans in the green zone increased
from 44% to 79%.

The number of plans in the Green Zone has steadily
increased from 2004 to 2020. This is partially due to
investment returns being in excess of expectations
during that period, and partially due to actions taken
by trustees and bargaining parties, such as
increasing contributions or adjusting benefits.

Comparison Against Other Plans

Electrical Worker plans generally have “better”
PPA status than other construction industry plans.
For example, in 2020, 79% of Electrical Worker
plans were in the green zone, whereas 73% of
construction industry plans were in the green zone.

Correcting Funding Shortfalls under PPA

If a plan is certified to be in endangered status, then
under PPA, its trustees will be required to adopt a
“funding improvement plan” designed to reduce the
plan’s underfunding by one-third over a ten-year
period while also avoiding deficiencies in the funding
standard account.

If a plan is certified to be in critical status (red zone),
PPA requires its trustees to adopt a “rehabilitation
plan” designed to enable the plan to emerge from
critical status over a ten-year period. When the
trustees of a plan are adopting either a funding
improvement plan or a rehabilitation plan, they must
consider both increases to employer contributions as
well as reductions to participant benefits as
measures to correct the funding shortfall over time.

Once the trustees have adopted either a funding
improvement plan or a rehabilitation plan, the
employers and the unions (the “bargaining parties”)
must select one of the “schedules” of contribution
increases and/or benefit reductions set forth in the
plan adopted by the trustees. If the bargaining
parties do not reach an agreement on which
schedule to choose within a certain amount of time,
the so-called “default schedule” will be imposed
upon them, which usually reduces benefits to the
maximum extent allowed by law.

While plans in the Green Zone are generally not
required to take action to improve funding, many
boards of trustees and bargaining parties have taken
action such as increasing contribution rates and
adjusting benefits to protect against future volatility.

The American Rescue Plan Act of 2021 was recently
passed and will provide support for troubled
multiemployer pension plans. For the criteria to
determine whether a plan qualifies for this financial
assistance, please reference the Introduction and
Overview section of this report.

At the time of this report there have been no
applications for SFA filed by IBEW-NECA plans. Based
on priority categories established by the Pension
Benefit Guaranty Corporation, plans will become
eligible to apply no later than March 11, 2023.
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Section A.VI: Plan Cost

This section of the report analyzes annual plan costs
and compares them to employer contributions. To
the extent that employer contributions exceed the
costs in a given plan year, the plan’s funded status is
expected to improve. To the extent that employer
contributions fall short of plan costs, then the plan’s
funded status will deteriorate.

Annual Plan Costs

There are three key components when determining
the annual “cost” of a pension plan:

1. The cost of the benefit accruals, in other
words, the benefits that will be earned by
plan participants in the coming year.

2. The cost of operating the plan for the year.

3. The cost of paying down some portion of the
plan’s unfunded accrued liability, in other
words, the shortfall between the plan’s assets
and its past service liabilities.

Of course, future plan experience —including and
especially investment returns — is the most
significant determinant of the plan’s costs. For
example, if investment returns are poor, then the
cost of paying down some portion of the plan’s
unfunded accrued liability (the third cost
component) will increase.

Under PPA, if trustees develop a Funding
Improvement or Rehabilitation Plan, it is required to
include “schedules” of increases in employer
contribution rates and/or reductions in participant
benefits. After the schedules are adopted by the
trustees, employers and unions (the “bargaining
parties”) must select one of the schedules in
collective bargaining.

Technical Note: Costs Per Active Participant

Plans often express employer contributions as
dollars and cents per hour, and therefore, it often
makes sense to express plan costs as dollars and
cents per hour as well. However, the number of
hours worked (or other base unit for employer
contributions) is not reported on the Form 5500.

Moreover, it is difficult to choose a single hours-
worked assumption that would be applicable to
all Electrical Worker plans. Some plans have
active participants who work 1,800 or 2,000
hours per year on average. Other plans
(especially those in colder regions) might be
seasonal and have average hours in the range of
1,000 to 1,200 per year.

For these reasons, costs and contributions will be
examined on a per active participant basis rather
than on an hourly basis.

The components of annual plan costs are reviewed
on the following pages. For purposes of the
comparison charts, we have rounded the cost items
to the nearest $100.
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Section A.VI: Plan Cost

Cost of Benefit Accruals

The first component of the annual plan costs is the
cost of benefit accruals for the coming year. Exhibit
A.6.01 shows how the cost of benefit accruals has

The most significant increases occurred in 2017,
2019 and 2020. Possible reasons for the increase
include accrual rate increases, an increase in the
hours worked per active participant, aging active

changed over the past fifteen years.

Technical Note: Normal Cost Data

The “normal cost” is reported on the Form 5500
Schedule MB. Generally, the normal cost is the
cost of benefit accruals for the plan year plus
assumed operating expenses. This analysis
removes assumed operating expenses from the
normal cost to focus solely on the cost of benefits
being accrued each year.

Also note that many plans have changed their
actuarial cost method over the past few years,
which may cause some minor fluctuations in the
data. The aggregate effect of method changes is
minor. If the normal cost is unavailable for a
given year, the average of the normal costs from
prior and succeeding plan years was used. Note
that all plans were missing normal cost data for
plan years beginning in 2008.

populations (because benefit accruals are more
expensive for older participants), and changes to
actuarial assumptions (such as lower interest rates
or assuming that participants live longer).

In general, the cost of benefit accruals increased
modestly over the past 15 years. For example, the
median cost was $1,803 for 2006, and it was $3,087
for 2020, an annual increase of 3.9%.

Exhibit A.6.01

Plan Year

Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

Cost of Benefit Accruals per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

$7,000
$6,000
$5,000
$4,000
$3,000
$2,000
$1,000

S0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
123 122 120 120 119 119 119 120 121 121 121 121 121 120 119
5,200 5,100 4,800 4,900 4,400 4,700 4,700 5,200 6,000 6,900 6,300 6,600 6,700 6,500 6,700
2,600 2,900 3,000 3,100 2,800 3,000 3,100 3,500 3,500 3,800 4,100 4,100 4,300 4,400 4,500
1,800 1,800 1,900 2,000 2,000 2,000 2,000 2,100 2,200 2,300 2,500 2,700 2,700 2,900 3,100
1,200 1,300 1,300 1,300 1,300 1,300 1,300 1,500 1,500 1,500 1,600 1,800 1,900 2,100 2,300
500 600 400 600 700 900 700 800 800 900 800 900 900 1,000 1,100

Source: Form 5500 Data
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Section A.VI: Plan Cost

Cost of Operating the Plan

Exhibit A.6.02 below shows the second component
of plan costs — operating expenses paid over the past
15 years, on a per-active participant basis.

Operating expenses include the cost of
administration, fees paid to professionals (such as
for attorneys, auditors, actuaries, and consultants),
and insurance and PBGC premiums. They exclude
investment fees.

As shown below, operating costs per active
participant have risen over the past decade, from
$359 in 2006 to $531 per active participant in 2020
for the median plan. This amounts to a 47.9%
increase over the period, or an average increase of
2.8% per year.

At first glance, the rate at which operating expenses
have increased over the past 15 years may seem
high. However, it is important to note that the cost
of operating a pension plan is not directly related to
the number of active participants in the plan.

Rather, operating expenses are more closely related
to the number of total participants, including those
who are inactive or retired. There are still costs
associated with participants after they stop working
and are no longer active, such as maintaining their
records, sending them notices, putting them into
payment status, and paying the associated PBGC
premiums.

Exhibit A.6.02

When operating expenses are expressed on a per-
participant basis (including inactive and retired
participants, not just active participants), the rate of
increase is more modest (see Section A.VII).
However, in this section, the costs of operating the
plan are expressed on a per-active participant basis
for consistency with the other cost components.

As shown in the discussion of demographics in
Section A.ll of the report, the ratio of active
participants to inactive participants for most
Electrical Worker plans has declined over the past
fifteen years, so that there are fewer active
participants across whom to spread operating
expenses. At the same time the total number of
participants has increased. The combined effect of
these trends is a big reason why each active
participant’s share of the plan’s total operating
expenses has increased over the past 15 years.

About 25% of the increase in operating expenses
over the last 15 years has been due to increases in
the premium levels charged by the Pension Benefit
Guaranty Corporation (PBGC). In 2006, the premium
was S8 per plan participant, or $14.50 per active
participant for the median plan with a 1.23:1 active
to inactive participant ratio, as shown in Exhibit
A.2.03. In 2020, the premium level was $30 per
participant, or $64.48 per active participant, for the
median plan with a 0.84:1 active to inactive
participant ratio. This increase includes a doubling
of the premium level in 2015 with passage of MPRA.

Operating Cost per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

$2,000
$1,500 —
$1000 + — — — — — — — — — — —
B h & & 0 NN N NN .
S0
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 123 122 120 120 119 119 119 120 121 121 121 121 121 120 119
95th Percentile 1,100 1,100 1,200 1,200 1,400 1,300 1,400 1,500 1,600 2,000 1,500 1,300 1,700 1,500 1,300
75th Percentile 500 500 500 600 600 600 700 700 700 800 800 800 800 800 800
50th Percentile 400 400 400 400 400 500 500 500 500 500 500 500 500 500 500
25th Percentile 200 300 300 300 300 300 300 300 300 300 400 400 400 400 400
Sth Percentile 100 100 100 200 200 200 200 200 200 200 200 300 300 300 300

Source: Form 5500 Data
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Section A.VI: Plan Cost

Cost of Unfunded Liabilities

The third component of annual plan costs is paying a
portion of the unfunded accrued liability, commonly
called the “amortization payment.”

The unfunded accrued liability is the amount by
which the plan’s asset value falls short of its actuarial
accrued liability. In this analysis, the plan asset value
is the market value of assets. (For annual status
certifications, the actuarial value of assets would be
used.) The actuarial accrued liability is the value of
all benefits that are attributable to past service —
service already earned as of the date the liability is
measured.

Exhibit A.6.03 shows the cost of a 15-year
amortization of unfunded accrued liabilities. In
other words, these costs show what it would take for
a plan to pay down its entire unfunded liability in
equal installments (per active participant) over 15
years.

The median annual cost of the unfunded liabilities
was $2,100 per active participant in 2006. Favorable
investment returns brought it down to $1,500 per
active participant at the beginning of 2008. The
median annual cost skyrocketed following the
investment losses of 2008 but has shown modest
improvement following the investment gains since
then. The median cost of unfunded liabilities was
$3,100 per active participant in 2020.

The median cost of the unfunded accrued liability for
2020 of $3,100 is same as the median costs for
benefit accruals of $3,100 and higher than operating
expenses of $500, respectively.

Observation: Cost of Unfunded Liabilities

The annual cost of paying down unfunded past
service liabilities dramatically increased following
the market collapse of 2008. While there has
been improvement in recent years, the unfunded
liability costs for the highest cost plans are still
around post-2008 levels, which illustrates the
difficulty of overcoming significant funding
shortfalls.

Technical Note: 15-Year Amortization Period

When determining a schedule over which to pay
down a plan’s unfunded accrued liabilities, many
different payment (amortization) periods could
be deemed appropriate.

In general, the more mature the plan, the shorter
the amortization period should be. For example,
a 10-year period might be appropriate for a very
mature plan, and a 20-year period might be more
appropriate for a younger plan that has a very
high ratio of active participants to inactive
participants. For simplicity, this analysis uses a
15-year amortization period.

Note that under PPA, changes in the unfunded
liability are generally amortized over a period of
15 years. However, the net outstanding
amortization period under PPA may be more or
less than 15 years, depending on a number of
factors.

Exhibit A.6.03
Cost of Unfunded Liability per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA
$15,000
$12,000 — — S T == —— -
$9,000
$6,000 -
$3,000 -
$0
-$3,000
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 123 121 111 111 108 111 114 112 119 121 121 121 121 120 119
95th Percentile  $7,400 $5,900 $6,000 $14,100 $12,400 $10,600 $13,100 $12,900 $11,400 $11,700 $15,000 $15,000 $13,900 $15,600 $15,500
75th Percentile  $3,500 $3,100 $3,000 $8200 $7,600 $6,500 $7,600 $7,100 $6,000 $6,300 $7,600 $6,800 $5800 $6,000 $6,100
50th Percentile  $2,100 $1,400 $1,500 $5,100 $4,700 $4,200 $5,000 $4,300 $3,100 $3,600 $4,400 $3,900 $3,000 $3,800 $3,100
25th Percentile $800  $200  $400 $3,100 $2,400 $2,000 $2,600 $2,300 $1,300 $1,600 $2,300 $1,800 $1,200 $1,700 $1,100
5th Percentile $700 -$2,000 -$900 $600  $300 $0 $200 -$300 -$500 -$600 -$100 -$300 -$1,600 -$500 -$1,000

Source: Form 5500 Data
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Section A.VI: Plan Cost

Adjustable Benefits

Prior to the passage of PPA, plans were prohibited
from reducing benefits that participants had already
accrued. When PPA became effective in 2008, it
provided a rule that allowed plans in critical status to
reduce or eliminate so-called “adjustable benefits”
(such as early retirement benefits) as part of a
rehabilitation plan. A participant’s accrued benefit
payable at his or her normal retirement date was still
protected, as were benefits already being paid to
retirees. Nevertheless, the ability to reduce
adjustable benefits provided the trustees of plans in
critical status with a meaningful tool that could be
used in rehabilitating plan funding.

For reference, there were 34 plans in the Electrical
industry that indicated that they were in critical
status for at least one plan year from 2009 through
2020. Of those 34 plans, 21 of them (62%) indicated
on their Form 5500 that adjustable benefits were
reduced or eliminated as part of a rehabilitation
plan.

Employer Contributions

While plan costs have stabilized somewhat in recent
years as funding levels have improved, costs must
still be covered by employer contributions. Exhibit
A.6.04 below shows average employer contributions,
per active participant, over the past decade.
Average contributions per active participant
increased significantly since 2009, with the largest
increases occurring in 2009 to 2011. This is likely a
result of plans requiring higher employer
contribution rates. In some cases, the increase in
contribution rates may have been offset by
continued declines in work levels. In more recent
years, recovering work levels may have contributed
to increases in the average contribution amounts.

As you can see, the annual contribution per active
participant increased from $5,000 in 2006 to
$11,000 in 2020, an increase of 5.8% per year. This
is significantly greater than the annual inflation over
the period, which was 2.1% per year.

Exhibit A.6.04
Employer Contributions per Active Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA
$25,000
$20,000
$15,000
$10,000
$5,000 -
s_
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 123 122 119 112 119 119 119 120 121 121 121 121 121 120 119

75th Percentile $6,300 $7,400 $7,600 $7,000 $8300
50th Percentile $5,000 $5,800 $5,800 $5300 $6,200
25th Percentile $3,800 $4,300 $4,400 $4,200 $4,500
Sth Percentile $1,200 $1,600 $1,200 $1,500 $1,900

95th Percentile $8,900 $9,700 $10,600 $10,000 $12,300 $14,200 $14,700 $15,500 $17,100 $16,900 $17,800 $19,400 $19,600 $20,900 $20,000

$9,600 $10,600 $10,700 $12,000 $12,600 $13,300 $13,800 $14,200 $14,300 $13,800
$7,400 $8,100 $8,400 $9,200 $9,800 $10,400 $11,400 $11,400 $11,700 $11,000
$5,300 $5,900 $6,400 $7,100 $6,700 $7,600 $8,000 $8,100 $8,600 $8,400
$1,800 $2,400 $1,900 $2,600 $2,900 $2,600 $3,500 $3,400 $3,300 $2,900

Source: Form 5500 Data
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Section A.VI: Plan Cost

Contributions vs. Costs

As described earlier, to the extent that employer
contributions exceed the plan’s annual costs, the
plan’s funding levels are generally expected to
improve over time. If employer contributions do not
cover annual costs, then the plan’s funding levels are
generally expected to detoriorate (or perhaps
improve very slowly or remain flat) over time.

Exhibit A.6.05 shows the ratio of employer
contributions to annual plan costs from 2006
through 2020. Ratios greater than 1.00 indicate that
contributions exceed plan costs; ratios less than 1.00
indicate that costs exceed contributions. Recall that
annual plan costs include the cost of benefit
accruals, operating expenses, and a 15-year
amortization of the unfunded accrued liability. A
ratio of contributions to costs exceeding 1.00 implies
that the plan will be projected to become 100%
funded over a period of 15 years or shorter.

Exhibit A.6.05

Focusing on the median results, the ratio of
contributions to costs increased steadily through
from 2006 to 2008. The improvement was driven by
investment gains and corrective measures taken by
plan trustees to improve plan funding levels. In
2008, the ratio of contributions to costs was 1.29.

Following the 2008 investment losses, however, the
ratio of contributions to costs plummeted. For the
median plan, the ratio fell to 0.67 in 2009. The
investment gains during the period 2009 through
2012, coupled with many plans taking significant
actions to improve plan funding, resulted in a
sizeable decrease in contribution shortfalls after
2009. By 2011, the median ratio of contributions to
plan costs had risen to 1.03, indicating that
contributions were slightly higher than plan costs.

For 2014, the median ratio of contributions to plan
costs had increased further to 1.25, due in large part
to favorable investment returns in 2013. Increases
in contributions and other corrective measures
taken by plan trustees also would have played a role
in the increase. The median ratio of contributions to
plan costs increased from 2013 to 2020 and is now
at 1.34, with contributions exceeding costs for more
than 75% of plans.

Ratio: Contributions vs. Plan Costs
Multiemployer Defined Benefit Pension Plans: Construction Industry |

IBEW-NECA
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Plan Year 2006 2007 2008 2009 2010
Number of Plans 123 121 109 103 108
95th Percentile 196 285 347 150 159
75th Percentile 129 162 174 089 114
50th Percentile 1.04 127 129 067 084
25th Percentile 085 109 090 052 064

0.44 058 035 029 045

5th Percentile

2011
111
2.48
1.60
1.03
0.84
0.53

2012 2013 2014 2015 2016 2017 2018 2019 2020
114 112 119 120 120 120 120 119 118
215 247 424 297 352 383 375 374 353
138 145 185 171 141 170 18 175 196
095 101 125 123 112 128 141 130 134
073 082 097 097 09 101 112 112 1.05
049 052 064 066 062 072 047 052 047

Source: Form 5500 Data
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Section A.VII: Plan Expenses

This section of the report takes a closer look at
investment fees and operating expenses for Electrical
Worker plans. The intent of this section is to provide
plan trustees with a sense of how their plans’ fees
and expenses compare against other plans in the
construction industry covering electrical workers.

Technical Note: Median and Average Results

The snapshot distribution graphs in this section
show both median and average fees and expenses.
However, as averages can be skewed by outliers,
the commentary below focuses on median results.

Investment Fees

The majority of investment fees are paid to
investment managers, usually as a percentage of
assets. In general, more active or complicated
investment strategies will have higher manager fees;
passive or indexed strategies will have lower fees.

In most cases, investment fees will also include fees
paid to consultants who advise plan trustees on
investment decisions, as opposed to actually
investing the money. Sometimes the Form 5500
preparer will classify investment consultant fees as
professional fees, in which case they will count as
operating expenses for purposes of this analysis.

Exhibit A.7.01 below shows historical investment
fees, as a percent of plan assets, over the last 15
years. Investment fees as a percentage of assets
have remained relatively level over the last 15 years,
with slight decreases in recent years.

Exhibit A.7.02 shows the distribution of investment
fees during the latest plan year. Median investment
fees were 33 basis points (“bps”), or 0.33% of assets.
About 63% Electrical Worker plans have investment
fees between 20 and 49 basis points. Only about 3%
of plans paid investment fees of 70 basis points or
higher. Similarly, about 3% of plans paid fees less
than 10 basis points.

Exhibit A.7.02

Investment Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

100 bps or more (0.0%) -

90 bps to 99 bps (0.0%) -

80 bps to 89 bps (1.7%) 2

70 bps to 79 bps (0.8%) 1

60 bps to 69 bps (6.7%) 8
50 bps to 59 bps (10.1%)
40 bps to 49 bps (21.0%)
30 bps to 39 bps (14.3%)

12
25
17
20 bps to 29 bps (27.7%) 33
10 bps to 19 bps (14.3%)

0 bps to 9 bps (3.4%) 4

17

Not determinable -

0 20

40

Median =33 bps | Average = 36 bps

Total Plans: 119 Source: 2019-2020 Form 5500 data.

Exhibit A.7.01
Investment Fees (% of Assets)
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

1.00

0.80

060 +— — — —a— — — — — T

0.40 - ........

0.20

0.00
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 123 122 120 120 119 119 119 120 121 121 121 121 121 120 119
95th Percentile 0.76 0.71 0.64 0.77 0.74 0.73 0.72 0.77 0.70 0.69 0.72 0.71 0.66 0.67 0.66
75th Percentile 0.56 0.56 0.48 0.59 0.54 0.52 0.55 0.55 0.53 0.50 0.51 0.51 0.48 0.50 0.47
50th Percentile 0.44 0.43 0.37 0.45 0.44 040 0.43 0.42 0.40 039 0.38 037 0.36 0.35 0.33
25th Percentile 0.31 030 0.26 0.33 0.33 031 0.31 029 028 026 0.28 0.26 0.22 0.24 0.22
Sth Percentile 0.15 0.13 0.11 0.13 0.4 0.12 0.14 0.12 0.10 0.12 0.11 0.14 0.11 0.12 0.12

Source: Form 5500 Data
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Section A.VII: Plan Expenses

Per-Participant Operating Expenses

Operating expenses include the cost of administering
the plan, fees paid to professionals (such as attorneys,
auditors, actuaries, and consultants), and insurance
and PBGC premiums. They exclude investment fees.

Technical Note: Operating Expense Data \

Operating expenses shown in this section are as
reported on Schedule H of the Form 5500. Detailed
information on fees and expenses by individual
providers is reported on Schedule C. However, the
survey does not contain sufficient data to perform a
comprehensive analysis by type of provider
(attorneys, actuaries, auditors, etc.). Instead,
Exhibit A.707 reviews fees paid to professionals in
total.

As shown in Exhibit A.7.03 below, when expressed as
a per-participant cost, operating expenses have
increased steadily over the period from 2006
through 2020. Median operating expenses
increased from $195 per participant to $235 per
participant over that period. That is a total increase
of 21%, or 1.3% per year on average, about half of
which is due to PBGC premium increases. Note that
the increase in 2015 is largely due to a $14 per capita
increase in the PBGC premium rate, from $12 to $26.

Recall that, when expressed as a cost per active

participant in Exhibit A.6.02, operating expenses

appeared to be increasing at a much higher rate. As

discussed in that section, it is more appropriate to

express operating expenses on the basis of total

participants rather than active participants only.
Exhibit A.7.03

Exhibit A.7.04 shows the snapshot distribution of
operating expenses per participant, based on the latest
Form 5500 filings for all 119 plans in the survey. Exhibit
A.7.05 (later in this section) shows operating expenses on
the basis of total dollars paid.

Exhibit A.7.04

Operating Expenses per Participant

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

$1,000 or more (0.8%) 1
$750 to $999 (0.0%) -
$500 to $749 (4.2%) 5
$400 to $499 (7.6%) 9
$350 to $399 (7.6%) 9

$300 to $349 (9.2%)
$250 to $299 (16.0%)
$200 to $249 (16.0%)
$150 to $199 (21.8%)
$100 to $149 (16.0%)

$50to $99 (0.8%)
$0 to $49 (0.0%)

Not determinable

Total Plans: 119

Median = $235 | Average = $272

10

11
19
19

19

20

26

30

Source: 2019-2020 Form 5500 data.

Operating Cost per Participant
Multiemployer Defined Benefit Pension Plans: Construction Industry | IBEW-NECA

$700
$600

$500 -+
$400

$300
$200
$100

S0

Plan Year
Number of Plans
95th Percentile
75th Percentile
50th Percentile
25th Percentile
5th Percentile

(SEEEREEEECESRE]

2006 2007 2008 2009

123
520
276
195
139
75

122
566
270
210
137
86

120
593
269
199
138
77

120
540
282
204
148
107

2010 2011 2012

119
558
290
214
147
111

119
650
291
216
150
105

119
502
298
212
147
107

2013
120
524
294
219
153
113

2014 2015

121
592
312
227
153
114

121
592
319
250
164
118

2016
121
594
322
243
172
114

2017
121
530
316
245
171
119

2018
121
621
329
244
171
125

2019
120
564
338
239
175
130

2020
119
501
325
235
166
129

Source: Form 5500 Data
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Section A.VII: Plan Expenses

Total Operating Expenses

In addition to reviewing operating expenses on a per
participant basis, it may be useful for plan trustees
to review operating expenses in total. The exhibits

below are provided for reference.

Exhibit A.7.05

Total Operating Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

$10M or more (0.8%)
$5M to $10M (0.8%)
$2M to $5M (3.4%)
$1Mto $2M (6.7%)
$750K to $999K (6.7%)
$500K to $749K (19.3%)
$400K to $499K (6.7%)
$300K to $399K (16.8%)
$200K to $299K (20.2%)
$100K to $199K (16.0%)
$50K to $99K (2.5%)

$0 to $49K (0.0%)

Not determinable

0 20 40

Median = $362,000 | Average = $927,000

Total Plans: 119 Source: 2019-2020 Form 5500 data.

Administrative and Other Expenses

As an additional reference, the following exhibits
show administrative and other expenses, which
include the cost of salaries for fund employees or
third party administrator fees, PBGC and insurance

premiums, and general administrative costs.

Exhibit A.7.06

Administrative and Other Expenses

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

$10M or more (0.8%)
$5M to $10M (0.8%)
$2M to $5M (2.5%)
$1M to $2M (5.9%)
$750K to $999K (2.5%)
$500K to $749K (5.0%)
$400K to $499K (12.6%)
$300K to $399K (8.4%)
$200K to $299K (16.0%)
$100K to $199K (30.3%)
$50K to $99K (11.8%)
$Oto $49K (3.4%)

Not determinable

0 20 40

Median = $225,000 | Average = $734,000

Total Plans: 119 Source: 2019-2020 Form 5500 data.

Professionals Fees

As an additional reference, the following exhibits
show professionals fees, which are the total fees
paid to attorneys, auditors, actuaries, and
consultants.

Exhibit A.7.07
Professionals Fees

Multiemployer Defined Benefit Pension Plans:
Construction Industry | IBEW-NECA

$10.00M or more (0.0%) | -
$5.00M to $9.99M (0.0%) | -
$2.00M to $4.99M (0.8%) | 1
$1.00M to $1.99M (0.0%) | -
$750K to $999K (0.8%)
$500K to $749K (2.5%)
$400K to $499K (1.7%)
$300K to $399K (3.4%)

$200K to $299K (12.6%) 15
$100K to $199K (44.5%) 53

S50K to $99K (25.2%) 30
$0 to $49K (8.4%) 10

Not determinable -

AN w P

0 50 100

Median = $134,000 | Average = $192,000
Total Plans: 120 Source: 2019-2020 Form 5500 data.
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Section B.I: Plans in the Survey

Section B
Defined Contribution Plans

There are 194 defined contribution plans in the
construction industry plans covering Electrical
Workers that filed a Form 5500 in either of the last
two plan years, ending on or about December 31,
2020. This section shows the distributions of those
plans by asset value, number of participants, and
number of employers. In total, these Electrical
Worker plans have roughly S65 billion in assets, and
they cover about 682,000 participants and their
beneficiaries.

Plans by Asset Value

Exhibit B.1.01 below shows the distribution of
Electrical Worker plans by asset value. The assets
are market values of assets as of the end of the
latest plan year for which a Form 5500 was filed.

For example, for a calendar year plan, the latest Form
5500 was filed for the plan year beginning January 1,
2020, and the asset value would be as of December
31, 2020. For a plan year beginning on October 1, the
latest Form 5500 was probably filed for the plan year
beginning October 1, 2019, and so the asset value
would be as of September 30, 2020.

Exhibit B.1.01

Asset Values

Multiemployer Defined Contribution Plans:
Construction Industry | IBEW-NECA

$5.00B or more (1.0%) 2
$2.00B to $4.99B (0.5%) 1
$1.008B to $1.99B (3.6%) 7

$500M to $999M (8.2%)
$200M to $499M (21.6%)
$100M to $199M (18.0%)

$50M to $99M (20.6%)

16

— 42
I 35
—— 40

$25M to $49M (12.9%) |EE———— 25
$5M to $24M (11.3%) 22
Less than $S5M (2.1%) 4

Not Reported (0.0%)

0 50

Asset Values: Median = $108M | Average = $335M

Total Plans: 194 Source: 2019-2020 Form 5500 data.

The 194 plans in the survey had a median asset value
of $108 million. The average asset value was $335
million, skewed by large plans in the survey, in

particular the National Electrical Annuity Fund
(NEAP). The NEAP is discussed in more detail later
in this section.

There were 26 plans with asset values of at least
$500 million. There were 10 plans with asset values
of at least $1 billion.

There were 77 plans with asset values of at least
$100 million but less than $500 million. There were
91 plans with assets less than $100 million, and no
plans with assets less than $5 million.

Plans by Number of Participants

Exhibit B.1.02 shows the distribution of plans by
total number of participants as of the end of the
latest plan year, usually on or about December 31,
2020. Participant counts include active participants,
inactive participants with vested benefits, retired
participants, and beneficiaries. See Section Il for
definitions of the different types of participants.

Exhibit B.1.02

Number of Participants

Multiemployer Defined Contribution Plans:
Construction Industry | IBEW-NECA

50,000 or more (0.5%) 1

25,000 to 49,999 (1.5%) 3

10,000 to 24,999 (2.6%) 5

5,000 to 9,999 (7.7%) 15

4,000 t0 4,999 (3.6%) 7

3,000 to 3,999 (9.3%) 18

2,000 to 2,999 (11.9%) 23

1,500 to0 1,999 (7.2%) 14

1,000 to 1,499 (12.4%) 24

500 to 999 (22.7%) 44

100 to 499 (19.6%) 38

Fewer than 100 (1.0%) 2

Not reported -
0 50

Participant Counts: Median = 1,269 | Average = 3,514
Total Plans: 194

Source: 2019-2020 Form 5500 data.

The median number of participants and beneficiaries
covered under Electrical Worker plans is 1,269. The
average number of participants (again, skewed by
the NEAP and other larger plans) is 3,514.

Over half of the plans, 108 in total, cover fewer than
1,500 participants. There were 9 plans covering at
least 10,000 participants.
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Section B.I: Plans in the Survey

Plans by Number of Employers

Exhibit B.1.03 shows the distribution of construction
industry plans by number of contributing employers.

Exhibit B.1.03

Number of Employers

Multiemployer Defined Contribution Plans:
Construction Industry | IBEW-NECA

2,000 or more (0.0%)
1,000 to 1,999 (0.5%)
500 to 999 (2.7%)
200 to 499 (9.6%)
100 to 199 (17.6%)
50t0 99 (23.5%)
25t0 49 (32.1%)
10to 24 (10.2%)
5t09 (2.1%)

2to 4 (0.5%)

1 (1.1%)

Not reported

Employer Count: Median =55 | Average = 104
Total Plans: 194

Source: 2019-2020 Form 5500 data.

The median number of contributing employers in
Electrical Worker plans was 55. The average
(skewed by the NEAP and other larger plans) was
104.

About 70% of plans, 130 of 187 plans that reported
it, had fewer than 100 contributing employers.
There were 7 plans with fewer than 10 employers,
and 2 plans had only 1 contributing employer.

Only one plan, the NEAP, had at least 1,000
contributing employers. The NEAP had 1,324
contributing employers.

Plans by Geographic Region

Exhibit B.1.04 shows the number of Electrical
Worker plans by geographic region. In addition to
the number of plans, this exhibit shows the
aggregate asset values (in millions of dollars) and
number of covered participants and beneficiaries.

Note that figures for the National Electrical Annuity
Plan (NEAP) are shown separately.

Exhibit B.1.04

Numberof  Total Number of
Region Plans  Assets ($M) Participants
Eastern 67 $23,121 213,226
Midwest 72 17,594 131,189
South 27 4,533 68,136
West 27 8,484 128,603
Subtotal 193 $53,733 541,154
NEAP 1 11,345 140,650
GrandTotal 194 $65,077 681,804

Technical Note: National Electrical Annuity Plan

The NEAP provides retirement benefits to Electrical
Workers and their beneficiaries across the nation.

As shown above, the 193 plans other than the NEAP
have total assets of about $53.7 billion and cover
about 541,000 participants and their beneficiaries.
The NEAP itself has assets of roughly $11.3 billion
and covers 141,000 participants.

Unlike the NEBF, which provides defined benefits to
almost all union electricians, even if they have
defined benefits in other plans covering their local or
region, it is less common for participants in the NEAP
to also have benefits through a local DC Plan.

For reference, the following table shows the postal
codes of the states (as well as the District of
Columbia) included within each region.

Region States Included

Eastern CT, DC, DE, MA, MD, ME, NH, NJ,
NY, PA, RI, VT, WV

Midwest IA, IL, IN, KY, MI, MN, MO, ND,
NE, OH, SD, WI

South AL, AR, AZ, FL, GA, KS, LA, MS,
NC, NM, OK, SC, TN, TX, VA

West AK, CA, CO, HI, ID, MT, NV, OR,
UT, WA, WY
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Section B.ll: Plan Demographics

For defined benefit plans, having favorable According to the Form 5500 instructions, participants

demographics is a key factor in the long-term and beneficiaries receiving annuities purchased from a

sustainability. However, they are not as significant separate insurance company should not be reported as

for defined contribution plans, which have no long- plan participants. For this reason, most plans report no

term fixed obligations. retired participants or beneficiaries receiving benefits
from the plan. However, a relatively small number of

In addition, DC plans typically pay participants their plans do report retired participants and beneficiaries. In

entire benefit entitlement under the plan as a single some cases, these individuals may be receiving annuities

lump sum at retirement or upon permanent payable for a fixed period of time rather than for the

termination from covered employment. Once a individual’s lifetime.

participant’s account balance has been distributed,

the participant generally is no longer considered to

be covered under the plan. Therefore, most

multiemployer DC plans report very few (often zero)

inactive participants on their Form 5500 filings.

Types of Participants

“Active” participants are those individuals who were
working enough, as of the end of the plan year, to
earn service under their plan.

As noted previously, multiemployer DC plans generally
cover active participants—those who are currently
working in employment covered under the plan.

In some cases, participant counts for multiemployer DC
plans may also cover inactive participants—those who
are no longer working. In most cases, the inactive
participants reported will be those with deferred vested
benefits under the plan—in other words, those
participants who have terminated covered employment
but have not yet received their account balance from the

plan.
Exhibit B.2.01
Participant Counts (Thousands, End of Plan Year)
Multiemployer Defined Contribution Plans: Construction Industry | IBEW-NECA

800

600

400 -

200 +

0 L
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 174 175 180 177 182 186 189 189 190 195 196 192 195 194 194
W Active 397 470 439 386 427 429 438 430 445 456 448 463 475 485 507
= Deferred Vested 49 103 97 100 100 115 106 118 118 118 126 131 141 145 153
M Retired 13 20 21 17 17 17 19 19 15 16 17 16 17 18 18
M Beneficiaries 2 1 1 1 3 3 3 3 3 3 4 4 4 5 4
Total Participants 460 594 557 504 547 563 566 570 581 593 595 614 637 653 682
Source: Form 5500 Data
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Section B.lll: Plan Cash Flows

A plan’s cash flows are very closely tied to its Note the large jump in disbursements in 2020, which
demographics. This section of the report provides an is possibly due to participants retiring and cashing
overview of cash flow trends for multiemployer DC plans ~ out account balances during the pandemic.

in the electrical industry from 2006 through 2020.

Types of Cash Flows

The following are definitions of the different types of
cash flows shown in the exhibits in this section.

e  Contributions include both contributions made
by employees and contributions made by
employers on behalf of the participants in the
plan who are actively working. In most cases,
this is the sole source of “cash in” for the plan.

e Benefit Payments are made by the plan are
primarily the payments made to participants or
their beneficiaries upon their retirement,
termination from covered employment or
death. This is the main source of disbursements,
or “cash out” for the plan.

e  Operating Expenses include the cost of
administration and certain other fees. They
exclude investment fees. Operating expenses
are another source of “cash out” for the plan.

Exhibit B.3.01
Aggregate Cash Flows ($Billions)
Multiemployer Defined Contribution Plans: Construction Industry | IBEW-NECA
Net Cash Flow (%)
$4.50 3.0%
$4.00
$3.50 2.0%
$3.00
$2.50 .
$2.00 1.0%
$1.50
$1.00 0.0%
$0.50
$0.00 -1.0%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Number of Plans 173 174 178 176 181 186 189 190 190 194 195 193 195 195 194
= Contributions $1.4 $1.9 $24 $1.7 $1.7 $19 $2.1 $23 $25 $2.7 $2.8 $3.1 $33 $3.5 $36
= Disbursements  $1.0 $1.2 $1.9 $1.3 $1.8 $1.8 $1.8 $1.9 $2.0 $2.0 $2.1 $22 $25 $2.7 $3.8

Net Cash Flow $0.4 $0.7 $0.5 $0.4 $(0.0) $0.1 $0.3 $0.4 $0.5 $0.7 $0.7 $0.8 $0.8 $0.9 $(0.3)

A~ Median Net 1.6% 2.1% 2.0% 1.4% -0.5% 0.0% 0.2% 0.0% 0.4% 0.5% 0.5% 1.0% 0.6% 0.6% -0.8%
Cash Flow (%)

Source: Form 5500 Data
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Section B.lll: Plan Cash Flows

Contributions per Active Participant

Exhibit B.3.01 showed total contributions for all
multiemployer DC plans. The following exhibits analyze
average contributions for active participants in these
plans. As with Exhibit B.3.01, the contribution figures
shown in the following exhibits include both employer
and participant contributions.

Exhibit B.3.02 shows the amounts of total contributions,
per active participant, over the past 15 years. In nearly
every year, contributions have increased over the prior
year. A notable exception to that trend was a decrease in
contributions per active participant from 2008 to 2009.
That decrease could have been driven by a number of
factors, including changes to wage packages stemming
from the economic turmoil at the time. The median
contribution per active participant increased from 2010
to 2011, remained relatively flat in 2012, and has
increased since then, except for a slight decrease in 2020,
possibly due to the impact of the pandemic.

The average contribution per active participant increased
from $3,600 in 2006 to $5,500 in 2020, an increase of
3.1%. This is significantly more than inflation during the
period, which was 2.0% per year, but less than the
increase in contributions to defined benefit plans, which
was 5.8% per year, as shown in Section A.VI.

Exhibit B.3.02
76th-85th Percentile Contributions per Active Participant
B 50th-75th Percentile Multiemployer Defined Contribution Plans: Construction Industry | IBEW-NECA
B 25050t Percentie  >16:000
$14,000
I sth-25th Percentle 415 g0 =
$10,000 ———— N
$8,000 -
$6,000 -
$4,000 -
$2,000 -
sS-
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 173 173 178 175 181 185 189 189 190 195 195 192 195 194 194
95th Percentile $7,100 $8,300 $9,000 $8,500 $9,400 $9,500 $9,100 $9,500 $10,100 $11,100 $12,400 $13,400 $13,900 $13,500 $13,900
75th Percentile $4,600 $5,200 $5,500 $5,000 $5,100 $5,600 $5,800 $5,900 $6,400 $6,700 $7,200 $8,000 $7,900 $8,300 $8,600
50th Percentile $3,600 $3,900 $4,000 $3,400 $3,400 $3,800 $4,100 $4,100 $4,700 $4,600 $5,000 $5,400 $5,300 $5,600 $5,500
25th Percentile $2,100 $2,400 $2,500 $2,200 $2,100 $2,600 $2,500 $2,600 $2,600 $2,700 $2,800 $3,100 $3,300 $3,600 $3,500
5th Percentile $700 $1,000 $1,200 $700 $700 $900 $900  $900 $1,000 $1,000 $1,200 $1,400 $1,300 $1,500 $1,400

Source: Form 5500 Data

A Survey of Electrical Worker Pension Plans = 2022 Edition E T \
© National Electrical Contractors Association and Horizon Actuarial Services, LLC NECX ! | oriZon

35



Section B.1V:

Investment Returns

So far, the 21st Century has been turbulent for the
financial markets, which in turn made for challenging
times for retirement plans. This section of the report
analyzes the net investment returns for construction
industry plans covering Electrical Workers over the
fifteen-year period from 2006 to 2020. Asset returns
are examined on a year-by-year basis, as well as
annualized over the 15-year period.

Year-by-Year Returns

Exhibit B.4.01 shows net investment returns for
Electrical Worker plans over the past 15 years, from
January 1, 2006 through December 31, 2020. For
consistency, exhibits in this section include only
results for plans with calendar year plan years.

After the severe market crash of 2008, investment
returns have rebounded strongly, with median
returns of more than 10% in 7 of the 12 years in that
period including 2017, 2019 and 2020.

It is important to note that all investment returns
shown in this section are net of fees. Itis also
important to keep in mind that a plan’s investment
allocation is a key driver of its investment returns.

Note that some defined contribution plans allow
participants to select the investments for their
account balances, while others have investment
decisions made by Plan trustees and investment
professionals, similar to how defined benefit plans
are invested. We are not able to determine which
plans use which approach based on the available
5500 data, though participant directed and trustee
directed portfolios may have significantly different
investment experience.

Exhibit B.4.01
Net Investment Returns
Multiemployer Defined Contribution Plans: Construction Industry | IBEW-NECA

35%

25% -

15% = E = — - = Lr

sy, A —gg M . = @ —

5% ke == &=

-15% -

-25% N

-35%
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 104 108 110 112 115 114 119 121 120 122 125 124 125 127 126
95th Percentile 14.0% 9.2% -7.9% 26.5% 14.0% 3.5% 13.6% 22.6% 8.0% 2.5% 9.7% 18.6% -1.2% 22.8% 19.1%
75th Percentile 11.2% 6.9% -16.8% 20.8% 12.4% 1.3% 11.9% 19.0% 6.9% 0.8% 7.7% 16.0% -3.3% 21.4% 15.1%
50th Percentile 9.9% 6.1% -21.3% 17.6% 11.1% 0.2% 10.5% 16.0% 5.8% -0.2% 6.6% 14.2% -4.3% 19.4% 13.5%
25th Percentile 8.6% 5.1% -25.6% 14.1% 89% -12% 85% 13.2% 4.7% -1.0% 55% 11.7% -52% 16.3% 11.4%
Sth Percentile 49% 3.0% -32.0% 6.6% 6.5% -3.3% 50% 9.2% 3.5% -2.4% 2.9% 86% -6.7% 12.6% 6.9%
Calendar Year Plans Only Source: Form 5500 Data
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Section B.1V:

Investment Returns

Annualized Returns

The previous exhibits showed net investment
returns, year by year, for the 15-year period from
January 1, 2006 through December 31, 2020. The
following exhibits show annualized returns, which
allows for better comparisons of investment
performance for the entire 15-year period.

Technical Note: Methodology \

Annualized investment returns are based on plans
with calendar plan years only. Further, only plans
for which complete Form 5500 data is available for
all 15 years from 2006 through 2020 are included.
There are 100 such plans in the survey, which are
included in the following exhibits.

Exhibit B.4.02

Annualized Returns: 2006 - 2020

Multiemployer Defined Contribution Plans:
Construction Industry | IBEW-NECA

8.0% or higher (5.0%) 5
7.5% t0 7.9% (7.0%) | 7
7.0% t0 7.4% (12.0%) | 12
6.5% t0 6.9% (17.0%) | 17
6.0% to 6.4% (17.0%) | 17
5.5% t0 5.9% (18.0%) ) 18
5.0% to 5.4% (14.0%) | 14
Lower than 5.0% (10.0%) ) 10
0 10 20

Median Annualized Return: 6.22% per Year
Subset of 100 Calendar Year Plans
Source: Form 5500 Data

As shown in Exhibit B.4.02, the median annualized return
for the plans in the sample was 6.22% per year, with
most results ranging from 5.0% to 8.0%. Note that, as
shown in Section A of the report, the median 15-year
annualized return for defined benefit plans was 6.38%, or
0.16% greater than for DC plans. While it is impossible to
say with certainty why defined benefit plans average
higher returns over time, possible reasons include the
benefits of professional management, lower fees on
larger asset balances, and defined benefit plans’ greater
access to alternative classes such as private equity. Itis
also possible that participants in defined contribution
plans invest more conservatively than defined benefit
plans, which could lead to lower returns over time.

Observation: Endpoint Sensitivity

As noted earlier, 15 years is too short a period
from which to draw conclusions about investment
policies. It is also important to keep in mind that
the annualized returns analyzed here are very
sensitive to the period endpoints. That is, shifting
the 15 year period by a year could result in
significantly different annualized returns.
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Section B.V: Account Balances

This section of the report analyzes how average account
balances in electrical industry DC plans have changed
over the past 15 years.

Average Account Balances

Ideally, this report would be able to analyze the amounts
of account balances distributed to participants at
retirement. Unfortunately, that information is not
determinable from Form 5500 data. From the Form 5500
data, however, we can analyze the amounts of the
average account balances for all participants in each DC
multiemployer plan.

The averages shown in this section are for account
balances not yet distributed. In other words, the
balances are for participants who have just started
working, are in the middle of their careers and are
nearing retirement. The average balances also include
inactive participants who have deferred receipt of their
benefit and retired participants currently receiving
benefits from the plan. It is important not to confuse the
account balances shown in this section with what the
average participant will receive at retirement.

As shown in Exhibit B.5.01, average account balances for
multiemployer DC plans have increased significantly over
the past 15 years, growing with contributions as well as
investment returns. For example, the average account
balance for the median plan (in other words, the median
average account balance) increased from $44,000 at the
end of 2006 to $106,000 at the end of 2020. Average
account balances are measured as of the end of the plan
year—in other words, on December 31 for plans with
calendar year plan years.

Account balances dropped significantly from 2007 to
2008, likely because of the significant investment losses
from 2008. Account balances have increased steadily
after 2008, however, as financial markets rebounded. At
the end of the 2020 plan year (on or about December 31,
2020), average account balances were significantly
higher than their levels before the 2008 financial market
collapse. The increases in the account balances since
2008 are likely driven by participant decisions not to
draw down their account balances as well as positive
investment performance. The small decline in account
balances from 2017 to 2018 is attributable to investment
losses at the end of 2018.

Exhibit B.5.01
Average End-of-Year Account Balances
Multiemployer Defined Contribution Plans: Construction Industry | IBEW-NECA

$250,000

$200,000 |— .

$150,000

$100,000 .

% [ |
Plan Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Number of Plans 173 175 178 177 182 187 190 190 191 195 196 192 195 194 194
95th Percentile $93,000 $100,000 $84,000 $106,000 $122,000 $117,000 $138,000 $163,000 $165,000 $168,000 $180,000 $198,000 $188,000 $214,000 $247,000
75th Percentile $65,000 $68,000 $55,000 $69,000 $78,000 $80,000 $90,000 $106,000 $108,000 $106,000 $115,000 $128,000 $125,000 $138,000 $166,000
50th Percentile $44,000 $46,000 $38,000 $47,000 $55,000 $56,000 $61,000 $71,000 $76,000 $72,000 $80,000 $90,000 $84,000 $92,000 $106,000
25th Percentile $27,000 $30,000 $24,000 $29,000 $33,000 $36,000 $39,000 $45,000 $46,000 $45,000 $46,000 $53,000 $53,000 $57,000 $68,000
Sth Percentile  $4,000 $6,000 $7,000 $10,000 $15,000 $15,000 $10,000 $16,000 $14,000 $16,000 $15,000 $20,000 $20,000 $23,000 $27,000
Source: Form 5500 Data
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Appendices: Plan Listings

Defined Benefit Plans

Attached is a listing of the defined benefit plans
covering Electrical Workers in the construction
industry that were included in the survey. Note
that only the 120 plans that filed a Form 5500 for
2019 or later are included.

Plans are listed alphabetically by state (postal code) and
then by city. The location shown is often for the
administrator or other party that filed the Form 5500,
and not necessarily for the plan itself.

Also note that national and regional plans are classified
based on the addresses listed on their Form 5500 filings.
For example, the National Electrical Benefit Fund (NEBF) is
based in Maryland and is therefore listed under “MD.”

This listing may be useful to employers who wish to learn
more about the Electrical Worker plans in which they
participate.

Much can be learned about a plan from its Form 5500, and
the Department of Labor makes Form 5500 filings (for 2009
and later) available for public inspection on its EFAST2
website. To find a Form 5500 filing for a given plan, click on
the link for “Form 5500 search” and then enter the plan’s
employer identification number (EIN) and plan number.
The EIN and plan number for every plan in the survey are
shown in the attached listing.

Employers may also use this listing and EFAST2 to gather
information needed for the disclosure requirements
required by the Financial Accounting Standards Board
(FASB) regarding participation in multiemployer plans.

More information on the FASB requirements and how to
comply with them —including a sample disclosure exhibit
and frequently asked questions — can be found on the
Horizon Actuarial website. The standard itself (Subtopic
715-80) can be found on the FASB website.

For reference, Exhibit A.09 to the right summarizes the
plans in the listing by state. Total plan asset values and

the total number of participants are also shown. The asset
values and participant counts are as reported in each plan’s
latest Form 5500 filing.

Note that the total participant count (988,300) is not
adjusted for double-coverage: those participants and
beneficiaries covered under both a local or regional plan
as well as the NEBF.

Exhibit A.09

Electrical Worker Plans by State

State Name Code  Number Total Assets Total
Alabama AL 2 101.6 1.8
Alaska AK 1 2,110.2 10.7
Arizona AZ 4 555.5 8.5
Arkansas AR - - -
California CA 12 4,518.1 439
Colorado co - - -
Connecticut CcT 6 431.5 6.4
Delaware DE 1 205.4 1.4
District of Colum DC - - -
Florida FL 2 223.5 3.2
Georgia GA - -
Hawaii HI 1 257.6 3.4
Idaho ID - - -
Illinois IL 6 4,902.1 37.4
Indiana IN 3 736.2 6.3
lowa 1A - -
Kansas KS 1 70.3 1.1
Kentecky KY - -
Louisiana LA 2 117.6 2.0
Maine ME - - -
Maryland* MD 3 17,829.0 645.0
Massachusetts MA 2 1,351.2 10.2
Michigan M 10 2,295.2 23.7
Minnesota MN 3 736.4 9.3
Mississippi MS - - -
Missouri MO 2 438.5 4.6
Montana MT - - -
Nebraska NE 1 162.3 2.4
Nevada NV 2 1,579.0 24.9
New Hampshire NH 1 63.0 0.6
New Jersey NJ 7 2,358.7 17.3
New Mexico NM - - -
New York NY 18 6,386.0 64.5
North Carolina NC - - -
North Dakota ND - - -
Ohio OH 9 1,194.9 10.2
Oklahoma OK - -
Oregon OR 1 800.9 7.3
Pennsylvania PA 8 977.4 10.8
Rhode Island RI - -
South Carolina SC -
South Dakota SD - - -
Tennessee ™ 1 44.7 1.5
Texas X 5 398.5 10.0
Utah uTt -
Vermont VT - - -
Virginia VA 2 89.5 13
Washington WA 2 1,347.7 12.0
West Virginia wv 1 68.0 0.8
Wisconsin Wi 1 555.7 4.8
Wyoming WY - - -
TOTAL 120 52,906.2 987.1
*The NEBF is based in Maryland. Source: 2019-2020 Form 5500 Data
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Appendices: Plan Listings

Defined Contribution Plans

Attached is a listing of the construction industry plans
covering Electrical Workers that were included in the

survey. Note that only the 195 plans that filed a Form
5500 for 2019 or later are included.

Plans are listed alphabetically by state (postal code) and
then by city. The location shown is often for the
administrator or other party that filed the Form 5500, and
not necessarily for the plan itself.

Also note that national and regional plans are classified
based on the addresses listed on their Form 5500 filings.
For example, the National Electrical Annuity Plan (NEAP) is
based in Maryland and is therefore listed under “MD.”

This listing may be useful to employers who wish to learn
more about the Electrical Worker plans in which they
participate.

Much can be learned about a plan from its Form 5500, and
the Department of Labor makes Form 5500 filings

(for 2009 and later) available for public inspection on its
EFAST2 website. To find a Form 5500 filing for a given plan,
click on the link for “Form 5500 search” and then enter

the plan’s employer identification number (EIN) and plan
number. The EIN and plan number for every plan in the
survey are shown in the attached listing.

Employers may also use this listing and EFAST2 to gather
information needed for the disclosure requirements
required by the Financial Accounting Standards Board
(FASB) regarding participation in multiemployer plans.

For reference, Exhibit B.09 to the right summarizes the
plans in the listing by state. Total plan asset values and
the total number of participants are also shown. The
asset values and participant counts are as reported in
each plan’s latest Form 5500 filing.

Exhibit B.09
Electrical Worker Plans by State
Total

Number Total Assets Participants
State Name Code of Plans (SMillions)  (Thousands)
Alabama AL - - -
Alaska AK 1 207.0 43
Arizona AZ 2 136.7 5.1
Arkansas AR - - -
California CA 16 4,877.1 64.5
Colorado co - - -
Connecticut CcT 6 964.0 10.6
Delaware DE 1 179.8 1.4
District of Colum DC 1 68.7 19.8
Florida FL 5 351.4 5.0
Georgia GA 2 701.0 7.3
Hawaii HI 1 377.6 5.2
Idaho ID - - -
Illinois IL 12 4,894.2 329
Indiana IN 8 1,053.5 7.6
lowa IA 3 282.0 13
Kansas KS 2 153.5 1.0
Kentecky KY 1 452.4 3.4
Louisiana LA - - -
Maine ME 2 108.6 11
Maryland* MD 3 12,598.7 155.2
Massachusetts MA 2 1,195.5 9.8
Michigan M 12 1,972.3 18.3
Minnesota MN 10 3,439.2 24.5
Mississippi MS 1 105.7 11
Missouri MO 6 1,745.2 13.2
Montana MT - - -
Nebraska NE 2 320.8 3.6
Nevada NV 3 1,332.2 26.9
New Hampshire NH 1 29.0 0.5
New Jersey NJ 11 2,926.4 21.6
New Mexico NM 2 277.9 5.7
New York NY 20 12,352.3 106.2
North Carolina NC - - -
North Dakota ND 1 474.4 3.8
Ohio OH 12 1,295.0 124
Oklahoma OK 2 150.9 2.2
Oregon OR - - -
Pennsylvania PA 14 3,398.0 23.7
Rhode Island RI - - -
South Carolina SC - - -
South Dakota SD - - -
Tennessee TN 5 2,219.3 27.4
Texas X 5 393.5 12.9
Utah uT 2 465.3 7.6
Vermont VT 1 383 0.3
Virginia VA 1 43.6 0.4
Washington WA 4 1,225.2 20.1
West Virginia wWv 6 606.5 3.6
Wisconsin Wi 5 1,664.6 10.2
Wyoming WY - - -
TOTAL 194 65,077.5 681.8

*The NEAP is based in Maryland.

Source: 2019-2020 Form 5500 Data
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