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QFor years now we’ve
been seeing stories in
the Journal and hear-

ing in meetings that the Fund is
in excellent shape and that it is
even stronger than ever. Was
that untrue?

A No. Our rate of return on our
investments in the Fund over
the last three years was 16.1%

in 2003, 8.8% in 2004 and 7.5% in
2005. Overall, that is an excellent rate
of return. Currently, the Fund is perform-
ing in the top 25% of the Taft-Hartley
Funds Universe index that our invest-
ment advisors use and this is what we
have been touting in union meetings
and in the pages of the Journal.

The main reason we have taken
such pains to promote this great rate
of return over the last several years
is that in 2000, 2001 and 2002,
due to the general market downturn,
our rate of return was 1.4%, – 2.8%
and – 8.1% respectively. The finan-
cial health of our Fund relies on get-
t ing a ra te of  re turn of  a t  leas t
7.25%. Obviously, those rates fell
far short of that and, despite our
excellent recent returns, we are still
trying to recover from those losses
today. 

QIf it’s doing so well
now, why change it?

A Pension legislation has just
recently passed in both the
House of Representatives

and the Senate and will soon be
sent to the president for his signa-
ture. Among other things, this legis-
l a t i on  wou ld  requ i re  pens ion
benefit programs to increase their
funded positions and become fully
funded at a faster pace. In short,
being “fully funded” means that the
assets  current ly  in the fund are
equal to the liability for benefits
earned to date, which al lows a
fund to keep the promises made to
part icipants in the Pension Plan
without further contributions.

As of January 1, 2005, the IUPAT
U.S.  Pens ion P lan was 77.9%
funded. If this legislation is voted into
law, all pension funds would be
required to be at least 80% funded
or be forced to undertake burden-
some (and expensive) measures to
arrive at this minimum. There is no
doubt that these actions mandated
by the government would include a
reduction in benefits to participants,
among other things.

Basically, if we didn’t take action,
the federal government made it clear
that it would do so. (Editor’s note: see
page 20 for further news on the pend-
ing federal legislation.)

QWhy are we under-
funded? Were we ever
fully funded?

A In 1999, the Fund was over
100% fully funded. Then we
hi t  those down years of

2000-2002 that I described earlier.
As I’m sure many of you remember,
the economy entered what seemed
like a free fall during those years and
our investments were not immune to
the market’s downturn even though
we fared better than many.

QHow did that happen?
Doesn’t someone moni-
tor our investments?

A The Fund Trustees and the
Fund’s independent finan-
c ia l  advisors  keep c lose

watch over Fund investment perfor-
mance but, as you are aware, no
one can predict the future of the
market and guarantee success. The
Trustees, wi th the advice of the
financial advisors, make what they
feel are the best decisions to gar-
ner the best results for the Fund.
However, during the 2000 – 2002
period, it was very difficult to earn
posi t ive re turns in the f inancial
markets.  Dur ing that  three year
period, in part due to the 9/11
attack on our homeland, the S&P
500 lost over 35% of its value and
virtually all pension funds suffered
substant ial  losses. In 2003, the
Fund changed financial consultants
and res t ruc tu red i t s  inves tmen t
portfolio. To date these changes
have proven to be positive, never-
theless we must remain diligent in
our oversight. The Plan Trustees

I
N

T
E

R
N

A
T

I
O

N
A

L
U

N
I

O
N

O
F

P
A

I
N

T
E

R
S

A
N

D
A

L
L

I
E

D
T

R
A

D
E

S

22 J A N U A R Y - M A R C H  2 0 0 6 • J O U R N A L

The Pension Fund is Secure

In our last  issue of the
Journal,  and in let ters
to members’ homes, i t
was announced that
changes were being
m a d e  t o  t h e  U . S .
Pension Fund. Over
t h e  l a s t  t h r e e
m o n t h s  s i n c e  t h e
announcement, Pension
F u n d  A d m i n i s t r a t o r
Gary Meyers  has  been
personal ly  v is i t ing d is t r i c t

councils and locals throughout
the country to  answer

members’ questions.
And, not surprisingly,

most of the letters we’ve
r e c e n t l y  r e c e i v e d
address this subject as
well. So, in this issue,
A s k  t h e  G e n e r a l

President is dedicated
solely to answering your

questions on the U.S.
Pension Fund changes.
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have put into effect various diversi-
fication measures to help insulate
the part icipants from a reoccur-
rence of what happened in 2000-
2002.

QIs the Fund in jeopardy?

A No. The changes we made to
the Plan have effectively put
us on the path to become

over 80% funded.

QHow long is this change
going to be in effect?

AWe’ll proceed at this new rate
for as long as it takes to assure
that our members’ pension

benefits are sufficiently funded and
secure. When we achieve this goal, we
will consider improving benefits. I wish
I could more specific, but like I said, no
one can predict the future of the market
and guarantee success. 

QWill you retroactively
restore the 2% once
you are able to?

A If we can do so without threat-
ening our 80% funded status
once we achieve it, we will con-

sider retroactively restoring the benefit.

Q The Pension Fund just com-
pleted building a hotel in
Washington, D.C. Did that

turn out to be a bad investment and
the reason we’re making this change?

A Historically, real estate has
been a good long-term invest-
ment where we can achieve a

strong rate of return while at the same
time balance our port fol io. The
Pension Fund invested $42 million of
equity in this newly constructed hotel.
It was completed on time, on budget
and is expected to achieve double

digi t returns on our investment.
Furthermore, the District of Columbia
also recognized the potential of this
new hotel and invested an additional
$11 million in the project in the form
of Tax Increment Financing. This

investment was judged sound not only
by our consultants, but by the office of
the mayor of Washington, D.C. as
well. Our investment manager advises
that, if we chose to do so, the hotel
could be sold at a substantial profit.
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It’s never easy to make decisions
such as this one, but trust me when I
say we examined all of the options
available to us, including increasing
the contribution rate to the plan by at
least 50% and no longer offering the
option of early retirement to our
members. The Trustees decided that
reducing the future accrual rate to
1 %  f r o m  2 %  w a s  t h e  m o s t
reasonable plan of action.

By reducing the accrual  rate,
members  don’ t  lose any of  the
benefits already accumulated under
the Plan. This change only affects
everyone going forward f rom
January 1, 2006. Those receiving
benefits from the Plan now will not
be affected. 

Our Pension Fund is one of the
best in the Building Trades and it is
the job of its Trustees to make certain

it stays that way. The newspapers are
filled with stories about pension plans
going under and the government, in
passing the legislation described in
this article, is attempting to address
that issue. The IUPAT has decided to
be proactive and will take action
instead of waiting for the government
to do so. We are fully confident that
this change has put our Fund on the
right path where all participants will
enjoy a secure pension benefit when
they retire. 

We know this issue is extremely
important to all of our Pension Fund
participants, so we will make every
effort necessary to keep you fully
informed.  Cont inue to  read the
Journal and check the Painters and
Allied Trades Industry Pension Fund
web s i te  for  updates  and more
information. 


