Michigan Regional Council of Carpenters - U.B.C.J.A.

Members,

Enclosed is an important letter from our Detroit Carpenters Pension Plan administrator, Benesys, that we are
required to send to you regarding the status of the pension plan. Here are some facts and resources to help you
understand this important correspondence, and how your union is taking steps to address challenges with the
pension plan.

The Challenge We Face

The Great Recession hit Michigan harder than the rest of the country, impacting our union work hours, market
returns, and the membership. We made sacrifices and tough decisions in 2013 to reform our pension plan and keep
it out of the hands of the Pension Benefit Guarantee Corporation (PBGC). Had this fund been taken over by the
PBGC, our members would have faced a drastic reduction in retirement benefits.

Since then, MRCC's membership has grown and work hours have increased, but our pension plan continues to face
challenges. Our fund has enough resources to continue payments to retirees. But without a significant increase in
membership and manhours, we will eventually start outspending our revenue.

Protecting and Preserving Our Pension
The MRCC is taking steps to preserve and protect our pension for retirees today and tomorrow.

First, we are working with outside financial experts to determine the best ways to stabilize and grow our pension
plan. No matter what the financial experts suggest, any recommendations will be designed to protect and preserve
the Detroit Carpenters Pension Plan.

Second, the actuary has determined that the single most effective way to grow this pension is by growing the
membership and manhours. So we have launched an “all hands on deck” strategy to strengthen the long-term
health of the pension by increasing our union’s membership and work hours. It is important to keep growing our
union to increase payments into our fund. The MRCC is already forming new partnerships with schools and
businesses to grow our membership and increase union work hours. We are advertising to potential members, and
much more.

Our union is made up of men and women who take action to solve the problems they are faced with every day, and
each and every member can take steps to help us grow.

You can help us by:

v’ Reaching out to neighbors, friends and your church communities or gun clubs to attract young people to our
profession.

v’ Mentoring and encouraging apprentices on the job and bringing them to union meetings.

v’ Calling out cheating contractors who pay people under the table. We need every dollar in our pension fund and
you can help us recover it by calling 844-55-CHEAT or 844-552-4328 to report contractors who break the rules.

The fact is, our pension still faces many challenges but the solution is in our own hands. In an effort to avoid making
more difficult choices, you can help us with our“all hands on deck” strategy to grow our union and ensure it remains
healthy in the future.
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Communicating With You

We will be transparent throughout this process and communicate with you every step of the way. As things
develop, we will be updating a special link on our website to keep you informed:
http://www.hammer9.com/members/pension-updates. You will also have an opportunity to hear from MRCC
Leadership at local union meetings throughout the fall.

In addition, mark your calendar for the evening of Thursday, September 21 at 7:00 p.m. - when we will host a
special tele-town hall event to share more information about the future of the pension. You will receive additional
reminders by phone, text message and email before the event occurs.

To sign up for our text messaging system, just text the word HAMMER to 91990.
The challenge ahead with the Detroit Carpenters Pension Plan is one we take very seriously. It affects everyone in
the Detroit Carpenters Pension Plan. As carpenters and millwrights we must stand together, shoulder to shoulder,

to meet the challenges ahead.

Thank you for your attention and for the opportunity to serve you and our great union. Please join me for the
Tele- Town Hall on September 21 and at your local union meetings.

ol bt

Mike Jackson
Executive Secretary-Treasurer
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August 2017

To:  All Participants, Beneficiaries, Michigan Regional Council of Carpenters, Local
Union, Contributing Employers and Employer Associations

Enclosed you will find two notices from the Carpenters Pension Trust Fund, both
of which are required by law. Because they are technical in nature, the following
summaries should help you evaluate them:

1. 2017 Pension Plan Status Notice. As you were informed in previous years, the
Pension Plan is required to conduct an annual study to compare the value of its assets
to the benefits it will have to pay out in future years and to establish a funding ratio. If
the resulting funding ratio is below the level set by law, the enclosed Notice of Pension
Plan Status is required to be issued by the Pension Plan. This does not mean that the
Pension Plan is currently unable to pay benefits, but only that it has to meet these new
funding levels on an expedited basis. As evident from the enclosed notice, the funding
level has not changed from last year — it is still in the “red zone.”

2. 2016 Annual Funding Notice. This notice contains information regarding the
Pension Plan’s funded percentage, asset values, and investments. By law, the Annual
Funding Notice is provided after the close of the Plan Year and relates to the 2015 Plan
Year. In contrast, the Pension Plan Status Notice is provided approximately four
months after the beginning of the Plan Year and relates to the current 2016 Plan Year.

We hope that this summary has been helpful in evaluating the enclosed notices.
Should you have additional questions that are not answered by the notices; you can
contact the Pension Plan’s administrator at (800) 572-2525.

Very truly yours,

Trustees of the Carpenters Pension Trust Fund - Detroit and Vicinity

1400
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Notice of Critical Status
For
Carpenters Pension Trust Fund - Detroit & Vicinity Pension Plan

This is to inform you that on July 28, 2017 the Plan Actuary certified to the U.S. Department of the Treasury and to the Plan
Sponsor that the Plan is in critical status for the plan year beginning May 1, 2017. Federal law requires that you receive this
notice. In the future you will receive an annual update of this status and the progress the Plan is making towards the goals
described below.

Critical Status
The Plan is still considered to be in critical status because it is projected to satisfy the following:
Projected accumulated funding deficiency within the current or next 3 plan years

Note, “accumulated funding deficiency” means that contributions would be insufficient to satisfy Federal
requirements; it does not mean that the Fund would become bankrupt or run out of money.

As required by law, the Plan Actuary’s certification includes only contribution rate increases that have been codified in
collective bargaining or participation agreements.

Rehabilitation Plan and Possibility of Reduction in Benefits

Federal law requires pension plans in critical status to adopt a rehabilitation plan aimed at restoring the financial health of
the Plan. A rehabilitation plan may involve reductions to future benefit accruals, increases to contribution rates, or both. The
law also permits pension plans to reduce, or even eliminate, benefits called “adjustable benefits” as part of a rehabilitation
plan. The Plan offers the following adjustable benefits which may be reduced or eliminated as part of any rehabilitation plan
the Pension Plan may adopt:

e Disability benefits;

e Early retirement benefits or subsidies;

e Benefits in effect less than 60 months;

Certain benefits were reduced pursuant to the rehabilitation plan, and you were mailed a notice of these reductions. If the
Trustees of the Plan determine that additional benefit reductions are necessary, you will receive a separate notice in the
future identifying and explaining the effect of those reductions . But you should know that whether or not the Plan reduces
adjustable benefits, the Plan is not permitted to pay any lump sum benefits in excess of $5,000 (or any other payment in
excess of the monthly amount paid under a single life annuity) while it is in critical status.

Future Experience and Possible Adjustments

The rehabilitation plan is based on a number of assumptions about future experience and may need to be adjusted in
the future if such assumptions are not met. Additional contribution rate increases and/or reductions in the rate at which
benefits are earned may be needed if the Fund were to suffer asset returns below the expected 7.50% (in the 2017-18 plan
year or later), a drop in the hours worked, or poor experience from other sources. If, at some point in time, the Trustees
determine that further adjustments are necessary, you will receive a separate notice identifying and explaining the effect of
those changes.

Where to Get More Information
You have a right to receive a copy of the rehabilitation plan and any updates to that plan. To receive a copy, you may contact

the Board of Trustees of Carpenters Pension Trust Fund - Detroit and Vicinity Pension Plan at 700 Tower Drive, Suite 300,
Troy, MI 48098-2808 or by telephone at (248) 813-9800.
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ANNUAL FUNDING NOTICE - ACTUARIAL INFORMATION

Carpenters’ Pension Trust Fund
Detroit and Vicinity
Plan Year Beginning May 1, 2016

This notice includes important funding information about your pension plan (the “Plan”). It also includes
general information about the benefit payments guaranteed by the Pension Benefit Guaranty Corporation
(“PBGC”), a federal insurance agency. All traditional pension plans (called “defined benefit pension plans”)
must provide this notice regardless of their funding status. This notice does not mean that the Plan is
terminating. It is provided for informational purposes and you are not required to respond in any way. This
notice is required by federal law. This notice is for the plan year beginning May 1, 2016 and ending April 30,
2017 (referred to hereinafter as the “Plan Year”).

How Well Funded Is Your Plan

The law requires the administrator of the Plan to tell you how well the Plan is funded, using a measure called
the “funded percentage.” The Plan divides its assets by its liabilities on the valuation date for the plan year to
get this percentage. In general, the higher the percentage, the better funded the plan. The Plan’s funded
percentage for the Plan Year and each of the two preceding plan years is shown in the chart below. The chart
also states the value of the Plan’s assets and liabilities for the same period.

2016 2015 2014
Valuation Date May 1 May 1 May 1
Funded Percentage 38.7 % 41% 44%
Value of Assets $821,813,613 $859,593,662 $883,023,972
Value of Liabilities $2,123,936,253 $2,076,091.485 $1,991,085,559

Year-End Fair Market Value of Assets

The asset values in the chart above are measured as of the Plan’s valuation date. They also are ‘“actuarial
values.” Actuarial values differ from market values in that they do not fluctuate daily based on changes in the
stock market or other markets. Actuarial values smooth out those fluctuations and can allow for more
predictable levels of future contributions. Despite the fluctuations, market values tend to show a clearer picture
of a Plan’s funded status at a given point in time. The asset values in the chart below are market values and are
measured on the last day of the Plan Year. The chart also includes the year-end market value of the Plan’s assets
for the two preceding Plan Years.

April 30,2017 April 30,2016 April 30,2015
Fair Market Value of Assets $748,175,778 $716,710,172 $747,809,470

Endangered, Critical or Critical and Declining Status

Under federal pension law, a plan generally is in “endangered” status if its funded percentage is less than 80
percent. A plan is in “critical” status if the funded percentage is less than 65 percent (other factors may also
apply). A plan is in “critical and declining” status if it is in critical status and is projected to become insolvent
(run out of money to pay benefits) within 15 years (or within 20 years if a special rule applies). If a pension plan
enters endangered status, the trustees of the plan are required to adopt a funding improvement plan. Similarly, if
a pension plan enters critical status or critical and declining status, the trustees of the plan are required to adopt




plans to improve their funding status over a specified period of time. The plan sponsor of a plan in critical and
declining status may apply for approval to amend the plan to reduce current and future payment obligations to
participants and beneficiaries.

The Plan was in “critical” status in the Plan Year ending April 30, 2017 because of a projected funding
deficiency after recognizing amortization extensions within the current or nine succeeding plan years. In an
effort to improve the Plan’s funding situation, the Trustees adopted a rehabilitation plan on September 27, 2008.
This rehabilitation plan includes the use of the “exhaustion of all reasonable measures” clause at IRC
432(e)(3)(A)(i1). Therefore, we interpret scheduled progress for the Plan to mean continuing to use all
reasonable measures to forestall insolvency. Scheduled progress was satisfied because the annual consideration
that all reasonable measures continue to be employed was undertaken in the past year.

Federal law requires the Board of Trustees to monitor the progress toward achieving the objectives and annual
standards of the rehabilitation plan. The Board of Trustees remains committed to the proper funding of your
pension benefits and assures you that they will take appropriate actions to meet this goal. The rehabilitation plan
and its objectives and annual standards are based on a number of assumptions about future experience and may
have to be adjusted if those assumptions are not met. Additional contribution rate increases and/or benefit
reductions might be required. You will receive a separate notice identifying and explaining any additional
changes in benefits, if necessary, and you will receive an annual notice, like this one, identifying any event that
has a material effect on Plan assets or liabilities.

You may obtain a copy of the Plan’s rehabilitation plan and the actuarial and financial data that demonstrate any
action taken by the Plan toward fiscal improvement by contacting the plan administrator.

Participant Information

The total number of participants in the Plan as of the Plan’s valuation date of May 1, 2016 was 19,031. Of this
number, 5,246 were active participants, 7,290 were retired or separated from service and receiving benefits, and
6,495 were retired or separated from service and entitled to future benefits.

Funding & Investment Policies

Every pension plan must have a procedure to establish a funding policy for plan objectives. A funding policy
relates to how much money is needed to pay promised benefits. The funding policy of the Plan is to maintain a
level of benefits and contributions such that it will attain a healthy funded percentage for purposes of the
Pension Protection Act by the end of the Rehabilitation Period.

Once money is contributed to the Plan, the money is invested by plan officials called fiduciaries. Specific
investments are made in accordance with the Plan’s investment policy. Generally speaking, an investment
policy is a written statement that provides the fiduciaries who are responsible for plan investments with
guidelines or general instructions concerning various types or categories of investment management decisions.
The investment policy of the Plan seeks to prudently invest plan assets, consistent with the Trustees’ fiduciary
duties. Accordingly, assets of the Plan are actively managed so that investment decisions regarding particular
securities or other investments to be purchased or sold are the result of a conscious exercise of discretion. The
primary focus is on preservation of capital with emphasis placed on fixed income and equity broad market
averages while markets are rising, and preservation of capital during market contraction.

The overall objective is to maximize long-range returns while maintaining a high standard of portfolio quality
and a consistent return. The Plan relies upon the advice of professional investment managers to insure that this
standard is met. The Plan’s trustees have adopted the asset allocation targets outlined below to serve as a guide.



Minimum Target Maximum

Fixed Income:

Core/Diversified 6% 11% 16%
Bank Loans 0% 2% 4%

Emerging Market Debt 1% 2% 4%
Equity:

Large-Cap 7% 11% 15%

Small/Mid-Cap Growth 3% 7% 12%

International Equity 1% 4% 10%

EmergingMarkets 1% 3% 6%

Global Equity 3% 8% 13%
Alternatives:
Hedge Fund of Funds 3% 6% 10%
Real Estate 14% 20% 26%
Global Asset Allocation/Risk Parity 6% 10% 14%
Private Equity/Debt 10% 16% 20%

In accordance with the Plan’s investment policy, the Plan’s assets were allocated among the following
categories of investments, as of the end of the Plan Year. These allocations are percentages of total assets:

Asset Allocations Percentage
1. Interest-bearing cash 3.0%
2. U.S. Government securities 0.3%
3. Corporate debt instruments (other than employer securities):

Preferred 0.0%

All other 1.0%
4. Corporate stocks (other than employer securities):

Preferred 0.0%

Common 12.1%
5. Partnership/joint venture interests 22.9%
6. Real estate (other than employer real property) 20.1%
7. Loans (other than to participants) 0.0%
8. Participant loans 0.0%
9. Value of interest in common/collective trusts 28.0%
10. Value of interest in pooled separate accounts 0.0%
11. Value of interest in master trust investment accounts 0.0%
12. Value of interest in 103-12 investment entities 0.0%
13. Value of interest in registered investment companies (e.g., mutual funds) 12.6%
14. Value of funds held in insurance co. general account (unallocated contracts) 0.0%
15. Employer-related investments:

Employer Securities 0.0%
Employer real property 0.0%

16. Buildings and other property used in plan operation 0.0%
17. Other 0.0%




For information about the Plan’s investment in any of the following types of investments as described in
the chart above — common/collective trusts, pooled separate accounts, master trust investment accounts, or
103-12 investment entities — contact the Benefits Office of the Carpenters’ Pension Trust Fund — Detroit
and Vicinity located at Benesys, Inc., 700 Tower Dr., #300, Troy, MI 48098, or call (248) 641-4950 or
toll-free (800) 572-2525.

Right to Request a Copy of the Annual Report

Pension plans must file annual reports with the US Department of Labor. The report is called the “Form 5500.”
These reports contain financial and other information. You may obtain an electronic copy of your Plan’s annual
report by going to www.efast.dol.gov and using the search tool. Annual reports also are available from the US
Department of Labor, Employee Benefits Security Administration’s Public Disclosure Room at 200
Constitution Avenue, NW, Room N-1513, Washington, DC 20210, or by calling (202) 693-8673. Or you may
obtain a copy of the Plan’s annual report by making a written request to the plan administrator. Annual reports
do not contain personal information, such as the amount of your accrued benefit. You may contact your plan
administrator if you want information about your accrued benefits. Your plan administrator is identified below
under “Where To Get More Information.”

Summary of Rules Governing Insolvent Plans

Federal law has a number of special rules that apply to financially troubled multiemployer plans that become
insolvent, either as ongoing plans or plans terminated by mass withdrawal. The plan administrator is required by
law to include a summary of these rules in the annual funding notice. A plan is insolvent for a plan year if its
available financial resources are not sufficient to pay benefits when due for that plan year. An insolvent plan
must reduce benefit payments to the highest level that can be paid from the plan’s available resources. If such
resources are not enough to pay benefits at the level specified by law (see Benefit Payments Guaranteed by the
PBGC, below), the plan must apply to the PBGC for financial assistance. The PBGC will loan the plan the
amount necessary to pay benefits at the guaranteed level. Reduced benefits may be restored if the plan’s
financial condition improves.

A plan that becomes insolvent must provide prompt notice of its status to participants and beneficiaries,
contributing employers, labor unions representing participants, and PBGC. In addition, participants and
beneficiaries also must receive information regarding whether, and how, their benefits will be reduced or
affected, including loss of a lump sum option.

Benefit Payments Guaranteed by the PBGC

The maximum benefit that the PBGC guarantees is set by law. Only benefits that you have earned a right to
receive and that cannot be forfeited (called vested benefits) are guaranteed. There are separate insurance
programs with different benefit guarantees and other provisions for single-employer plans and multiemployer
plans. Your Plan is covered by PBGC’s multiemployer program. Specifically, the PBGC guarantees a monthly
benefit payment equal to 100 percent of the first $11 of the Plan’s monthly benefit accrual rate, plus 75 percent
of the next $33 of the accrual rate, times each year of credited service. The PBGC’s maximum guarantee,
therefore, is $35.75 per month times a participant’s years of credited service.

Example I: 1f a participant with 10 years of credited service has an accrued monthly benefit of $600, the accrual
rate for purposes of determining the PBGC guarantee would be determined by dividing the monthly benefit by
the participant’s years of service ($600/10), which equals $60. The guaranteed amount for a $60 monthly
accrual rate is equal to the sum of $11 plus $24.75 (.75 x $33), or $35.75. Thus, the participant’s guaranteed
monthly benefit is $357.50 ($35.75 x 10).



Example 2: 1f the participant in Example 1 has an accrued monthly benefit of $200, the accrual rate for purposes
of determining the guarantee would be $20 (or $200/10). The guaranteed amount for a $20 monthly accrual rate
is equal to the sum of $11 plus $6.75 (.75 x $9), or §17.75. Thus, the participant’s guaranteed monthly benefit
would be $177.50 ($17.75 x 10).

The PBGC guarantees pension benefits payable at normal retirement age and some early retirement benefits. In
addition, the PBGC guarantees qualified preretirement survivor benefits (which are preretirement death benefits
payable to the surviving spouse of a participant who dies before starting to receive benefit payments). In
calculating a person’s monthly payment, the PBGC will disregard any benefit increases that were made under
the plan within 60 months before the earlier of the plan’s termination or insolvency (or benefits that were in
effect for less than 60 months at the time of termination or insolvency). Similarly, the PBGC does not guarantee
benefits above the normal retirement benefit, disability benefits not in pay status, or non-pension benefits, such
as health insurance, life insurance, death benefits, vacation pay, or severance pay.

Where to Get More Information

For more information about this notice, you may contact the Fund Office at 700 Tower Drive, Suite 300, Troy,
Michigan 48098, or call (248) 641-4950 or (800) 572-2525. For identification purposes, the official plan
number is 001 and the plan sponsor’s employer identification number or “EIN” is 38-6242188. For more
information about the PBGC and benefit guarantees, go to PBGC's website, www.pbgc.gov, or call PBGC toll-
free at 1-800-400-7242 (TTY/TDD users may call the Federal relay service toll free at 1-800-877-8339 and ask
to be connected to 1-800-400-7242).
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