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Background
Retirement Planning Challenges

LONGEVITY
RISK

You don’t know how 
long you 
will live

INVESTMENT
RISK

You don’t know the 
value of your Plan’s

assets in the future

ECONOMIC
RISK

You don’t know how 
reliable contributions will be

to fund benefits

INFLATION
RISK

You don’t know how 
much things will 

cost in the future

Providing retirement benefits and saving for future retirement is challenging
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Background
Current Retirement Program

Plumbers & 
Pipefitters 
National 

Pension Fund

U.A. Local 350 
Retirement Plan

(401(k) Plan)

U.A. Local 350 members currently participate in two retirement plans



Rael & Letson   |  June 2019  |   Membership Meetings 4

Background
Current Retirement Program

Plumbers & Pipefitters National Pension Fund
• Traditional pension plan – provides lifetime income in retirement
• Low benefit accrual rate due to large amount of unfunded liability
• Benefits are not protected from inflation
• Benefit accruals are capped at 2,100 hours per year
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Background
Current Retirement Program

U.A. Local 350 Retirement Plan – 401(k) Plan

• Traditional 401(k) plan
• Allows members to save additional money for retirement
• $0.75 / hour employer contribution
• Employee elective deferrals of $0 to $8 per hour, in $1 

increments
• Benefits are typically paid as a lump sum payout at 

retirement
• Retiree is responsible for investment risk and longevity risk

401(k) Plan
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New Variable Defined Benefit Plan

Plumbers & 
Pipefitters 
National 

Pension Fund

401(k) Plan

Variable DB Plan
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New Variable Defined Benefit Plan

Stays fully 
funded in all 

markets

Minimizes 
withdrawal 

liability

Stabilizes 
contributions 

Keeps pace 
with inflation

Variable DB Plan
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New Variable Defined Benefit Plan

Earning Benefits Under the Variable DB Plan



Rael & Letson   |  June 2019  |   Membership Meetings 9

Key Provisions
Variable Defined Benefit Plan

Plan Provision

Benefit Accrual
• Hours based benefit accrual with “Save and Restore” provision.  

1,500 hours = 1 benefit credit  

Hurdle Rate • 5.0%

Annual Benefit 
Increase Cap • 8.0% (excess used to fund Save and Restore reserve)

Vesting Requirement • 5 year cliff (750 hours = 1 year of vesting service); or age 65 & active

Early Retirement

• Normal retirement age = 65

• Eligible for early retirement at age 55 with 5 years of service.  

• Unreduced benefits available at age 62, must retire from active service 

• Rule of 85 (age + service = 85+):

 Unreduced benefits available at age 60, must retire from active service 

Transition Benefits
• Temporary transition in place for 10 years

• Larger benefit accruals provide for eligible group during 10 year transition period

• Must be age 50+ and have 10+ years of service on August 1, 2019 to be eligible
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Key Provisions
Variable Defined Benefit Plan

Ongoing Benefit Formula

Annual Benefit
Accrual

• Standard Benefit Accrual rate = $63* per benefit credit (subject to Transition Provisions)  

• Benefit is paid monthly at NRA (age 65)

• 1,500 hours worked = 1 benefit credit

• 75 hours worked = 0.05 benefit credits

• No cap on benefit credits earned in a plan year

Transition Benefit Provisions

Age and Service at 
Transition

Benefit Accrual Rate
First 10 Years

Benefit Accrual Rate 
Starting Year 11

Age 55+ & 10+ Yrs of Svc $81* $63*

Age 50 – 54.9 & 10+ Yrs of Svc $72* $63*

Less than 10 Yrs of Svc $54* $63*

*Benefit accrual rates shown above are based on a pension contribution rate of $3.00 per hour.  Benefit 
accrual rates will be pro-rated for contribution rates different than $3.00 per hour.
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Annual Benefit Accruals
Variable Defined Benefit Plan

Hours worked: Varies
Employee contribution: $3.00/hr.
Accrual rate: $63.00/mo.

Accrual Rate Hours Worked Benefit Credit Benefit Earned in Year

Year 1 $63.00/mo. 750 0.50 $63.00 x 0.50 = $31.50/mo.

Year 2 $63.00/mo. 1,150 0.75 $63.00 x 0.75 = $47.25/mo.

Year 3 $63.00/mo. 1,500 1.0 $63.00 x 1.0 = $63.00/mo.

Year 4 $63.00/mo. 1,750 1.15 $63.00 x 1.15 = $72.45/mo.

Year 5 $63.00/mo. 1,950 1.30 $63.00 x 1.30 = $81.90/mo.

EXAMPLE

Hours Credit Hours Credit Hours Credit
0 - 74 0 675 - 749 0.45 1350 - 1424 0.90
75 - 149 0.05 750 - 824 0.50 1425 - 1499 0.95
150 - 224 0.10 825 - 899 0.55 1500 - 1574 1.00
225 - 299 0.15 900 - 974 0.60 1575 - 1649 1.05
300 - 374 0.20 975 - 1049 0.65 1650 - 1724 1.10
375 - 449 0.25 1050 - 1124 0.70 1725 - 1799 1.15
450 - 524 0.30 1125 - 1199 0.75 1800 - 1874 1.20
525 - 599 0.35 1200 - 1274 0.80 1875 - 1949 1.25
600 - 674 0.40 1275 - 1349 0.85 1950 - 2024 1.30
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Annual Benefit Adjustments
Variable Defined Benefit Plan

Hours worked: 1,500/yr. (= 1 benefit credit)
Employee contribution: $3.00/hr.
Accrual rate: $63.00/mo.
Hurdle rate: 5.00%

Year
BOY 

Benefit
Benefit 
Accrual

Prior Yr. 
Inv. Return

Excess 
Return

EOY Benefit
(Pre-adjustment)

EOY Benefit
(Post-adjustment)

1 $0 $63.00 5% 0% $63.00
$63.00 x 1.00 = 
$63.00

2 $63.00 $63.00 8% 3%
$63.00 + $63.00 = 
$126.00

$126.00 x 1.03 = 
$129.78

3 $129.78 $63.00 10% 5%
$129.78 + $63.00 = 
$192.78

$192.78 x 1.05 = 
$202.42

4 $202.42 $63.00 15% 8%*
$202.42 + $63.00 = 
$265.42

$265.42 x 1.08 = 
$286.65

5 $286.65 $63.00 7% 2%
$286.65 + $63.00 = 
$349.65

$349.65 x 1.02 = 
$356.64

EXAMPLE

Benefit adjustments shown below due to investment 
returns are simplified for presentation purposes.  
Actual adjustments will be slightly different.

* The 8% annual cap applies 
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Variable Defined Benefit Plan
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Save and Restore Provision
Variable Defined Benefit Plan

• Save and Restore provision is designed to prevent benefits from decreasing in a 
down market

• A “rainy day fund” is established to temporarily restore benefits when investment 
returns fall short of 5%

• Rainy day fund has two sources of funding:
1. Small portion of hourly contributions made to the Plan
2. Excess investment returns when the plan’s assets perform exceptionally well 

Save and Restore Provision
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Save and Restore Provision
Variable Defined Benefit Plan

Active Participant
Hours worked: 1,500/yr. (= 1 benefit credit)
Employee contribution: $3.00/hr.
Accrual rate: $63.00/mo.
Hurdle rate: 5.00%

Year
BOY 

Benefit
Benefit 
Accrual

Prior Yr. 
Inv. Return

Excess 
Return

EOY Benefit
(Pre-adjustment)

EOY Benefit
(Post-adjustment)

1 $0 $63.00 5% 0% $63.00
$63.00 x 1.00 = 
$63.00

2 $63.00 $63.00 8% 3%
$63.00 + $63.00 = 
$126.00

$126.00 x 1.03 = 
$129.78

3 $129.78 $63.00 2% -3%
$129.78 + $63.00 = 
$192.78

$192.78 x 0.97 = 
$187.00

Using the rainy day fund, benefit after Year 3 is restored to $192.78

4 $187.00 $63.00 17% 8%*
$187.00 + $63.00 = 
$250.00

$250.00 x 1.08 = 
$270.00

5 $270.00 $63.00 7% 2%
$270.00 + $63.00 = 
$333.00

$333.00 x 1.02 = 
$339.66

EXAMPLE

Benefit adjustments shown below due to investment 
returns are simplified for presentation purposes.  
Actual adjustments will be slightly different.

* The 8% annual cap applies 
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Save and Restore Provision
Variable Defined Benefit Plan

Retired Participant
Benefit at Retirement: $2,000/mo.

Year BOY Benefit
Prior Yr. Inv.

Return
Excess 
Return

Benefit
(Post-adjustment)

1 $2,000.00 5% 0% $2,000.00

2 $2,000.00 8% 3% $2,000.00 x 1.03 = $2,060.00

3 $2,060.00 10% 5% $2,060.00 x 1.05 = $2,163.00

4 $2,163.00 -2% -7% $2,163.00 x 0.93 = $2,011.59

Using the rainy day fund, benefit after Year 4 is restored to $2,163.00

5 $2,011.59 16% 8%* $2,011.59 x 1.08 = $2,172.52

EXAMPLE

Benefit adjustments shown below due to investment 
returns are simplified for presentation purposes.  
Actual adjustments will be slightly different.

* The 8% annual cap applies 
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Personalized Benefit Statements
Variable Defined Benefit Plan

John Doe
1234 West Street
Reno, Nevada 89703
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Personalized Benefit Statements
Variable Defined Benefit Plan
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Personalized Benefit Statements
Variable Defined Benefit Plan
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Personalized Benefit Statements
Variable Defined Benefit Plan
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Personalized Benefit Statements
Variable Defined Benefit Plan



Rael & Letson   |  June 2019  |   Membership Meetings 22


