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ERISA and its Role in Managing

Employee Benefit Funds

The Employee Retirement Income Security Act of 1974 (ERISA) is a cornerstone of federal law that
governs the management and operation of employee benefit plans in the United States. It applies to
various types of funds, including Health and Welfare Funds, Pension Funds, Annuity Funds, Vacation
Funds, Joint Apprenticeship Training Committee (JATC) Funds, Retirement Supplement Funds, and
other similar funds. Understanding the technical aspects of ERISA, including the rules and regulations
that establish and govern these funds, is essential for fiduciaries and administrators responsible for
ensuring compliance and protecting the interests of plan participants.

The Establishment of ERISA

ERISA was enacted in response to growing concerns about the security of private-sector employee
benefits, particularly pensions. Prior to ERISA, there were no comprehensive federal standards
governing these plans, which led to significant risks for employees, including the potential loss of
benefits due to mismanagement or employer insolvency.

For more detailed information on the history and establishment of ERISA, you can visit the U.S.
Department of Labor Website.

Key Provisions of ERISA

Title I: Protection of Employee Benefit Rights

Title | of ERISA establishes the reporting and disclosure requirements, participation and vesting
standards, funding rules, and fiduciary responsibilities for employee benefit plans. This title aims to
ensure that participants receive adequate information about their benefits and that plans are
managed in a manner that protects their interests.

Title Il: Amendments to the Internal Revenue Code Relating to Retirement Plans

Title 1l incorporates ERISA's provisions into the Internal Revenue Code, providing tax advantages to
employers and employees who participate in qualified plans. This title also establishes requirements
for plan qualification, including minimum participation, vesting, and funding standards.
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Title lll: Jurisdiction, Administration, Enforcement, Joint Pension Task, Etc.

Title Il grants the Department of Labor (DOL), the Internal Revenue Service (IRS), and the Pension
Benefit Guaranty Corporation (PBGC) the authority to administer and enforce ERISA's provisions.
This title outlines the mechanisms for enforcement, including civil and criminal penalties for violations.

Title IV: Plan Termination Insurance

Title IV established the PBGC, which insures certain types of pension plans against termination. The
PBGC steps in to pay benefits up to a legal limit if a defined benefit plan terminates without sufficient
assets to cover its obligations.

ERISA Governance of Employee Benefit Funds

ERISA sets out specific rules and regulations that govern the administration of various types of
employee benefit funds. Below, we examine how ERISA regulates Health and Welfare Funds,
Pension Funds, Annuity Funds, Vacation Funds, JATC Funds, and Retirement Supplement Funds.

Health and Welfare Funds

ERISA requires that Health and Welfare Funds adhere to strict reporting and disclosure requirements.
These funds must provide participants with Summary Plan Descriptions (SPDs), Summary of Material
Modifications (SMMs), and Summary Annual Reports (SARs). Additionally, ERISA imposes fiduciary
duties on the administrators of these funds, requiring them to act prudently and solely in the interest
of the participants.

Pension Funds

Pension Funds are subject to rigorous standards under ERISA, particularly regarding funding and
vesting. ERISA mandates that these funds meet minimum funding requirements to ensure that
sufficient assets are available to pay future benefits. The Act also establishes vesting standards,
ensuring that participants earn non-forfeitable rights to their benefits after a specified period.

Furthermore, ERISA requires that Pension Funds undergo regular actuarial evaluations to assess the
fund’s financial health. Any shortfalls must be addressed through additional contributions or other
corrective actions.

Annuity Funds

Annuity Funds, which provide retirement income to participants, are also governed by ERISA’s
fiduciary and reporting standards. These funds must ensure that annuity contracts are purchased
from financially stable insurance companies and that participants are fully informed about their
annuity options and benefits.
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ERISA also mandates that Annuity Funds follow specific rules regarding the distribution of benefits,
particularly in cases of qualified joint and survivor annuities, ensuring that participants and their
spouses receive the benefits to which they are entitled.

Vacation Funds

Although Vacation Funds may not have the same long-term focus as Pension or Annuity Funds, they
are still subject to ERISA’s fiduciary requirements. Administrators must manage contributions to these
funds prudently and ensure that benefits are paid out in accordance with the plan’s terms.

ERISA also requires that Vacation Funds provide participants with clear information about how their
benefits are calculated and when they can expect to receive them.

Joint Apprenticeship Training Committee (JATC) Funds

JATC Funds, which finance training programs for apprentices and journeymen, must comply with
ERISA’s fiduciary standards. These funds are required to ensure that the money is used exclusively
for training purposes and that the programs meet the standards set by both the industry and ERISA.

ERISA also imposes strict reporting requirements on JATC Funds, requiring them to provide detailed
information about their financial status and operations to both participants and government agencies.

Retirement Supplement Funds

Retirement Supplement Funds provide additional benefits beyond those offered by standard pension
plans. ERISA requires that these funds be managed with the same level of care and diligence as
Pension and Annuity Funds. This includes meeting funding standards, adhering to fiduciary
responsibilities, and providing participants with comprehensive information about their benefits.

Technical Compliance and Regulatory Oversight

Compliance with ERISA involves adhering to a complex set of rules and regulations designed to
protect the interests of plan participants. Key aspects of technical compliance include:

= Reporting and Disclosure: ERISA mandates that plans provide participants with detailed
information about their benefits and the plan’s financial condition. This includes annual reports,
SPDs, and notices of any significant changes to the plan.

» Fiduciary Duties: ERISA imposes stringent fiduciary duties on those who manage plan assets.
Fiduciaries must act solely in the interest of participants, avoid conflicts of interest, and ensure
that plan assets are diversified and invested prudently.

= Enforcement Mechanisms: The DOL, IRS, and PBGC are responsible for enforcing ERISA’s
provisions. These agencies have the authority to investigate plan operations, impose penalties
for non-compliance, and, in the case of the PBGC, take over terminated pension plans to
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protect participants’ benefits.

= Plan Termination and PBGC Guarantees: If a pension plan is terminated, the PBGC steps in to
provide benefits up to a certain limit. ERISA outlines the process for plan termination, including
the responsibilities of plan administrators and the rights of participants.

ERISA provides a comprehensive framework for the regulation of employee benefit funds, ensuring
that these funds are managed in a way that protects the interests of participants. By adhering to
ERISA’s rules and regulations, plan administrators and fiduciaries can ensure that they fulfill their
legal obligations while safeguarding the financial security of the individuals who rely on these funds
for their health, retirement, and other benefits.

Trustees for ERISA funds should also continue in education through internal avenues tailored for the
fund such as NTI with the Electrical Training ALLIANCE, or the International Foundation of Employee
Benefit Plans (IFEBP).

This material is for informational purposes only. The material is general and is not intended to be legal advice. It should
not be relied upon or used without consulting a lawyer to consider your specific circumstances, possible changes to
applicable laws, applicable CBAs, prime contracts, subcontracts, rules and regulations and other legal issues. Receipt of
this material does not establish an attorney-client relationship.
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