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LOCAL 705, INTERNATIONAL BROTHERHOOD OF TEAMSTERS PENSION FUND

NOTICE OF PLAN STATUS

April 27, 2012
Participants, Beneficiaries, Participating Unions, and ContributingIimp‘loyem:

The Pension Protection Act (“PPA™ or “Act”), signed info law in 2008, is intended to improve the financial
condition of pension plans. The Act implemented several safeguards as well as notification requirements fo share
more information about a pian’s “financial healih” with participants and others divectly related to the plan.

Many of the Act’s safeguard prowsxons relate to funding, which, in simplest terms, is bow much money a plan has
coming in, going out, antd what is in reserve (or “in the bank™) for the future. The safeguards are intended to prevent
and correct funding problems to ensure that plans are able to pay benefifs to participants and bencficiaries when
due,

Starting with the 2008 plan year, the Act requires that 2 pension plan be tested annually to determine how well jt is
funded. Benchmarks for measuring a plan’s funding level, with formal labels, were established by the Act. Plans
that are in “endangered”; “seriously endangered”, or “critical” status must notify il plan participants, beneficiaries,
unions, and confributing emiployers of the Plan’s status, as well as take corrective action to restore the plan’s
financial health,

Fund’s Status -~ Red Zone

On March 30, 2012, the Local 705 International Brotherhood of Teamsters Pension Fund (“Fund”), which funds the
benefits under the Local 705 International Brotherhood of Teamsters Pension Plan (the “Plan®), was certified by its
actuary that the Fund is in critical status (also known as thé “Red Zope™) for the plan year beginning January 1, -
2012, This is based on the actuary’s determination that the Fund is projected to have a funding deficiency wiihin -
four years. This means thal contribuiions, coupled with likely investment sarnings (losses), are not expected to be
high-enough 10 meet government standards for funding both current and future benefits. Despite this, the Fund does
not have any immediate problem paying benefits to current pensioners and beneficiaries under the Plan. As of
Januvary 1, 2011, the Plan has assets that were more than 7 times the benefits paid in 2010

Rehabilitation Plan

Federal law requires that a plan in critical status adopt a “Rehabilitation Plan™ aimed at restoring the financial
health of the plan. To comply with the law, the Fund’s Trustees must adopt a Rehabilitation Plan. Employers and
unions will be notified of the items that will need to be covered in new or renewed collective bargaining agreements
after the Rehabilitation Plan is adopted. Until the Rehabilitation Plan is implemented, benefits and contributions
will be governed by the existing collective bargaining agreements and the current terms and conditions of the Plan,
Accordingly, major changes in benefits will not occur until the Rehabilitation Plan is adopted and implemented
unless such benefits are designated by law as “adjustable benefits” discussed below. Potential surcharges may also
apply to employers in order to correct funding deficiencies, as discussed on the following page.



The law permits pension plans in critical status to eliminate or changa benafth called “adjustable benefits™ as part
of a Rehabilitation Plan, These include:

= Plan benefits, rights, and provisions, including pre and post-retirement death benefits (other than quahﬁed joint
and survivor annuities), disability benefits not yet in pay status, and similar benefits; and

w Early retirement benefits or retirement-type subsidies..

Benefits for pensioners and beneficiaries in pay status on April 27, 2012 will not be affected. The Pension
Protection Act prohibits the Fund from paying partial lump sum benefifs while it is in the Red Zone. Therefore, the
partial lamp sum option for UPS participants will not be available to participants who retive and file their completed
retirement application after May 31, 2012. Howcver no benefit change will reduce & participant’s accrued benefit
payable under the Plan at normal retiement age. You will receive a séparate notice identifying and explaining the
effects of changes to the Plan’s adjustable benefits.

Employer Surcharge

The law requires that all contributing employers pay a surcharge 10 2 plan in critical status when the contribution
rate in the collective bargaining agreemetit is less then the amount required by the Rehabilitation Flan adopted by
the Trustees. If a surcharge is-assessed, it will be equal to-a percentage of the amount an employer is required to
contribute to the plan under the applicable collective bargaining agreement: With some exceptions, a 5% surcharge
is applicable in the initial critical year and a 10% surcharge is applicable for each succeeding plan- year thereafter in
which the plan remains in critical st,atus» until the employer agrees to: a collective bargaining agreement that
implements the Rehabilitation. Plan. The 5% surcharge is payable on work performed on and after June 1, 2012,
until December 31, 2012, and the 10% surchiarge is payable with'respect to perfods after that. The surcharges are no
longer payable after the bargaining parties negotiate a collective bargaining agreement counsistent with the
Rehabilitation Plan.

YWhat's Next

We understand that legally required notices like this one can create concern about the Fund’s future. While the
“critical” status or “Red Zone” classification is required to be used by law, the fact is that we are working with our
actuaries and consultants to continue to review the Fund's condition and addresy its issues. We will take the actions
necessary o improve fhe Fund’s finapcial condition. However, since the Fund is-influenced by ecenomic and
financial variables beyond our conirol (such as market volalility and changes in participation and/or the number of
contributing employers), unexpected developments can affect the Fund’s status and any fuiure corrective actions
needed.

‘The Rehabilitation Plan and any benefit, contribution, or other plan provision changes {other than the stafutorily.
required suspension of the partial lump sam option) W:EE be communnicated to all affected individuals and partics

before any changes are made,

For more information about this notice or the Fund. in general, please contact s,he Fund’s Admnmtrator Jack F.
Wits, Fund Adﬂumstrator at 1645 West Jackson Boulevard, 7° Floot, Chicago, Hlinois 60612.

Sincerely,
Board of Trustees

As required by law, this notice is being provided to the Pension Benefit (rzfmcmry Corporation (PBGC) and the
Department of Labor. _ o
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