SUMMARY OF QUESTIONS & ANSWERS

LAY PENSION PLAN MEETINGS

December, 2010

GENERAL QUESTIONS

Q1.
What does DB stand for?

R1.

Defined Benefit Plan.
Q2.
I work for two different parishes.  Do wages for both jobs count towards my pension?

R2.
Yes.  Your total wages count towards your pension whether you work in one location or more than one location so it is important to review your frozen statement carefully.

Q3.
Why do parishes/schools need to contribute the 4% on employees who are either part-time or will not be receiving a pension?

R3.
At the time Bishop Maguire established the Pension Plan, the decision was made to assess 4% of all wages paid and not a much higher percentage on just those eligible to become vested in the Plan.  That decision was made for several reasons: it is not known from year to year if a person will exceed 1,000 hours of employment and thus be qualified for any given year; there is a greater ease of verification of the wages paid if all wages paid are included in the calculation; W-2 Forms and quarterly payroll reporting can be used for calculation and verification purposes; if all wages for all employees are reported to Pension & Benefits Associates,  Inc., regardless of the number of hours worked, there is then a record of years of service for all employees to allow for verification long after the fact of a employee’s termination of employment.

Q4.
What is the total contribution of all the parishes/schools collectively to the diocese? 

R4.
The contributions approximate $1.2 million annually.  The gross payroll for all diocesan entities is approximately $30.0 million and 4% of the total payroll is $1.2 million.

Q5.
How is the pension plan impacted by management fees?

R5.
Fees are a necessary part of managing a pension plan.  The fees are paid for services provided for investment management, as well as, custodial, actuarial and monthly benefit administration.  Approximately $0.01333 of each dollar of the Plan’s market value is used to cover expenses.

Q6.            What would happen to the pension plan if the diocese filed for  

                   bankruptcy?

R6.
First, the diocese has no debt obligations or creditors that could force it into bankruptcy.  Secondly, and only to address the hypothetical question asked, if the diocese did file for bankruptcy, the assets of the pension plan are distinct from the assets of the diocese, therefore the Plan assets are protected.  However and subject to further legal review, bankruptcy may impede the ability to fund the unfunded liability and the plan could be terminated and benefits, to extent funded, could be distributed to participants.

QUESTIONS & ANSWERS ON INDIVIDUAL BENEFITS

Q7.
How does the vesting schedule work?

R7.
You must have worked 1,000 hours in at least 5 years to be vested in your benefit.  Vesting service will continue after 12/31/10.

Q8.
If an employee decreases hours worked after January 1, 2011 and is over age 65, can they draw a pension?

R8.
Under the current plan, payment of your pension is only available upon your retirement, disability or death.  It is possible that at sometime in the future the Plan could be amended to allow any vested participant over age 65 to begin receiving a pension regardless of the hours worked.

Q9.
Does the pension plan apply to all employees?

R9.
Prior to 12/31/10, you must have worked 1,000 hours in a 12 consecutive month period and be at least age 21 to participate in the plan.

Q10.
What happens to my pension if I retire at age 62? 

R10.
It will be reduced by 20%.

Q11.
What happens to my pension if I retire at age 65?

R11.
You will receive your frozen Accrued Benefit.
Q12.
What happens to my pension when I die?

R12.
If married and younger than age 65, your spouse will receive a 50% Joint & Survivor benefit. If over age 65, your spouse would receive 100% Joint & Survivor benefit.  If not married, and you were between age 55 & 65, your beneficiary will receive a benefit for 5 years. If not married and over age 65, your beneficiary will receive a benefit for 10 years. If not married and you were younger than 55, there is no death benefit.
QUESTIONS & ANSWERS ON CHANGES

Q13.
The anniversary of my hire date is in January.  Given the pension plan freeze effective 12/31/10, do I lose my current year of service for benefit calculation purposes? 

R13.
If you worked 1,000 hours or more in 2010 you will receive a year of Credited Service for 2010.
Q14.
If I have four (4) years of service as of 12/31/10, will I not earn a 

                  pension?

R14.
You will have a frozen Accrued Benefit calculated as of 12/31/10 based on your 4 years of service.  You will have to work one more year of at least 1,000 hours to become vested in this benefit.

Q15.
How does compensation figure into the frozen pension plan benefit calculation?

R15.
Your frozen benefit as of 12/31/10 will be based on the average of your high 5 consecutive years of salary out of the last 10 years.

Q16.
Will the pension statement format remain the same and will all employees receive a frozen benefit statement?

R16.
All participants who have earned a benefit as of 12/31/10, regardless of vesting status, will receive a pension statement in the early spring, 2011 that will show the calculation of your frozen benefit as of 12/31/10 and all the data used to provide the calculation.  You will not receive annual statements after the 2011 statement.  

Q17.
Will my frozen pension statement be higher than my estimated statement from last year?

R17.
Your frozen statement will show your Accrued Benefit as of 12/31/10 which will be higher than your Accrued Benefit as of 1/1/09 (last statement) if you worked at least 1,000 hours in 2009 and 2010.  Your frozen statement will not have a projected benefit at age 65 which your prior statements did.
Q18.
Are the parishes/schools required to continue to fund the pension plan once the plan is frozen?  If yes, will the salary amounts on which the funding is calculated also be frozen?

R18.
Yes and no: the parishes/schools will have to continue to be assessed until such time as all frozen benefits are fully funded.  The annual assessment will be based upon that year’s salary.  For instance, in the year 2012, the assessment will be based upon 2012 salaries.
Q19.
Did the diocese consider raising the 4% payroll assessment to 5%?

R19.
Yes, the diocese did consider other options, but the gap is too large to close by raising the assessment by one or two percentage points.  If, and this is a very BIG if, the diocese, parishes and schools are in a position to increase their contribution rates, the hope would be to put those additional contributions towards a match in the 403(b) plan.  A majority of employers still offering pension plan contributions have moved away from defined benefit plans and instead offer a 403(b) matching contribution percentage.

Q20.
What happens if the pension plan was to become fully vested sometime in the future?

R21.
If plan becomes fully funded in the future, the plan can be terminated and all benefits paid to participants in the form of a lump sum or annuitized payments, or the plan can continue as a frozen plan, or the plan can be “unfrozen”.
Q22.
What do I do if my previous W-2 tax statements do not match the earnings on my pension statement?  

R22.
Contact Donna at Pension & Benefits Associates, Inc.(413-732-6773)

Q23.
Can the frozen pension plan presentation be distributed to employees?

R23.
Yes, we are currently making those arrangements and will communicate how to access the presentation as soon as it is available.

Q24.
Are we going to be able to attend additional meetings?

R24.
Our first goal was to provide answers to the many questions asked at the recent pension plan meetings.  It is hoped that the answers to these questions will assist those employees that were not able to attend the meetings in person.  Our next goal is to provide the frozen pension plan statements as early in the New Year as possible so that each employee will have a record of their pension statement in his or her possession.  Since Pension & Benefits Associates, Inc., uses W-2 information, statements are projected to be sent sometime in March or April, 2011.  Once the statements have been sent, Pension & Benefits Associates has agreed to conduct “pension workshops” where individual questions will be addressed.
