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Iron Workers-Laborers Pension Plan of Cumberland, Maryland 

 

Additional Explanation of Notice of Critical Status 
 

April 13, 2018 

 

 

 

 

 

 

 

 

 

I. Introduction – The Plan’s Actuarial Status for 2017 

 

The Pension Protection Act of 2006 (“PPA”) amended the Employee Retirement Income 

Security Act of 1974 (“ERISA”) and the Internal Revenue Code (the “Code”) to impose funding 

rules for multiemployer plans, which are based on the actuarial status of the multiemployer plan.  

The new funding rules are effective for plan years beginning after 2007, and apply to the Iron 

Workers-Laborers Pension Plan of Cumberland, Maryland (the “Plan”).  Beginning with the 

2008 plan year, the Plan’s actuary annually must certify to the Secretary of Treasury and the 

trustees whether or not the Plan is in Endangered (“Yellow Zone”) or Critical Status (“Red 

Zone”) for that plan year.  The term “Critical Status” is defined in ERISA Section 305(b)(2) and 

Code Section 432(b)(2), and it relates to the ability of the Plan to meet ERISA’s minimum 

funding requirements. 

 

On March 29, 2018, the Plan’s actuary certified under ERISA Section 305 and Code Section 432 

of the Internal Revenue Code that the Plan is in Critical and Declining Status for the 2018 Plan 

Year. The Notice of Critical and Declining Status was sent to inform you that the Plan is in 

Critical and Declining Status because the actuary has determined that  the Plan currently has a 

funding deficiency and that the Plan is projected to be insolvent within the next 20 years.   

 

II. Explanation of the Rehabilitation Plan 

 

ERISA and the Code, as amended by the PPA, require the trustees, as the Plan’s plan sponsor, to 

adopt a rehabilitation plan, which must be designed to reasonably enable the Plan to emerge from 

Critical Status over a 10-year period (extended to 13-year period on February 6, 2009).   The 

Trustee’s must adopt a rehabilitation plan within 240 days of March 28, 2008.  The 

Rehabilitation Plan was adopted by the Trustees on May 22, 2008.  As permitted by a new law, 

Worker, Retiree and Employer Recovery Act of 2008, an election was made on February 6, 2009 

to extend the Rehabilitation Plan for three years and not to update the schedules during the 2009 

Plan Year.  

 

 

The rehabilitation plan adopted by the trustees consisted of a range of options, which were 

proposed to the Contributing Employers and the Unions.    The Employers and Unions adopted 

one or more options as part of the collective bargaining agreements (“CBAs”).  The options 
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describe the benefit adjustments and contribution rate increases that are necessary for the Plan to 

emerge from Critical Status at the end of the 10-year period (extended to 13-year period on 

February 6, 2009).  The PPA required that the trustees adopt a “Default Option” if the Employers 

and the Unions do not approve an option by way of an amendment to the CBAs.  The Default 

Option must first reduce adjustable benefits to the maximum extent permitted by law and must 

reduce future benefit accruals to 1% of the hourly contribution rate, or 7.2 cents per hour.  

 

The other options provided to the trustees require contribution increases but have fewer benefit 

reductions, if any.  When the trustees adopted the rehabilitation plan and the bargaining parties 

agreed to the proposed options, the trustees are required to review the rehabilitation plan and the 

options annually and make adjustments, as necessary, to take into account the Plan’s actual 

funding.  An election was made on February 6, 2009 to extend the Rehabilitation Plan for three 

years and not to update the schedules during the 2009 plan year. It is important to note, however, 

that any changes to the contribution rates stays in effect for the duration of the CBAs.  

 

III. Explanation of Adjustable Benefits 

 

The following categories of adjustable benefits may be reduced or eliminated as per Code 

Section 432(e)(8): 

 

1. Benefits, rights and features under the Plan, including post-retirement death 

benefits, the 60-month guarantees, and disability benefits not yet in pay status. 

 

2. Any early retirement benefit or retirement-type subsidy and any payment option, 

other than a qualified joint and survivor. 

 

3. Benefit increases that would not be eligible for a guarantee under ERISA section 

4022A on the first day of the critical year (January 1, 2008) because the increases 

were adopted (or, if later, took effect) less than 60 months before such first day. 
 

4. Normal Service Pension benefits which permit retirement benefits at any age with 

28 years of service and Early Service Pension benefits with 25 years of service. 
 

As stated in the Notice of Critical and Declining Status, any reduction or elimination of the 

adjustable benefits will not have an effect on a participant’s normal retirement benefits, with the 

exception of recent benefit increases during the past five years.  

 

IV. Persons Whose Benefits May Be Adjusted 

 

In general, the trustees may reduce any adjustable benefits of any participant or beneficiary 

whose benefit commencement date (the effective date of pension, or if later, the date on which 

benefit payments begin) is on or after the date the Notice of Critical Status is provided.  

Participants and beneficiaries will be notified by a separate notice of any future benefit 

reductions and the effect of those reductions.  

 

V. Questions 

 

For more information, you may contact the Plan Administrator’s office at 301-777-7770 or by 

U.S. Mail at 119 South Centre Street, Room 6, Cumberland, Maryland 21502.   




