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NOTICE OF CHANGES TO THE

INDIANA STATE COUNCIL OF CARPENTERS PENSION FUND

The Trustees of the Indiana State Council of Carpenters Pension Fund ("the Plan") have
made a significant change to the way benefits are earned under the Plan. This notice will explain
these important changes and what they mean for you. This notification, which is called a
Summary of Material Modifications ("SMM"), is intended to update the Plan's current Summary
Plan Description ("SPD"). All other Plan provisions remain unchanged. You should retain this

SMM with your SPD.

You do not need to take any action, but you should carefully read this notice to
understand how you will earn future pension benefits under the new Plan design. The Plan will
send you additional information, including opportunities for additional education. If you have

any questions relating to the Plan, please call the Plan Office at (800) 248-2143, Option #2.

How is the Plan changing?

Beginning October 1, 2017, you will earn a pension benefit based on a new pension
formula. You will not lose any benefits that you earned before October 1, 2017. Going
forward, benefits you earn will be under a new "Stabilized Income Formula." The new
Stabilized Income Formula allows you to build up pension benefits each year, just like the
current formula. But, the new Stabilized Income Formula has potential to grow throughout your

career and during your retirement.



Why are the Trustees making this change?

The Trustees are committed to taking the steps necessary to preserve the financial
viability of the Plan. The Trustees considered many options to not just improve the financial
health of the existing Plan, but to enhance the pension benefits that the Plan provides to
participants and their families. The Trustees adopted the new Stabilized Income Formula to

achieve these goals.

The new Stabilized Income Formula combines lifelong income (like a traditional pension
formula) with the flexibility to move with the market. Why does this matter? Because the
purchasing power of your money changes over time due to inflation. Take the price of a gallon
of gas. The average price of a gallon of gas in the United States in 1990 was about $1.34. In
2016, that same gallon of gas cost $2.49. So, you had to pay more in 2016 than you did in 1990
to buy the same amount of gas. Below is a chart showing how inflation has affected the cost of

other common goods.

Product
(National Average Cost) Cost in 1990 Cost in 2016
New Car $16,950 $34,372
New Home $123,000 $379,800
Loaf of Bread $0.70 $1.98
1 pound of hamburger meat $0.89 $4.97




One problem with a traditional pension formula is that once you start receiving your
benefit, your monthly check will never increase to keep up with inflation, even though the prices
that you will have to pay will go up. As you age, inflation means it becomes more difficult to

live on a fixed income.

The Trustees also adopted the new Stabilized Income Formula because investments over
time historically grow, and benefits will participate in "investment inflation" under the Stabilized
Income Formula. During the same period that prices increased as shown above, the investment
market also increased dramatically. For example, the Dow Jones closed at 2,633 in 1990 and at
19,762 in 2016. However, during those 26 years, there were a lot of ups and downs in the
market (including a -33.8% return for the Dow Jones in 2008). This year-to-year investment
volatility has created funding issues for the Plan, which the law required the Trustees to address
through "rehabilitation" and "funding improvement” plans. The Stabilized Income Formula is

designed to relieve much of the funding stress created by investment downturns.
How does the new Stabilized Income Formula work?

Under the new Stabilized Income Formula, you will accrue a benefit each year you are
eligible and work enough hours, just like you do now. The new Stabilized Income Formula has
a "hurdle rate," which is an annual investment return target of 5%. Your benefit will go up, and
possibly down, each year based on the difference between the Plan's investment return and the

5% hurdle rate.



Is there any way to protect my benefit when investments decline?

If investments earn less than 5%, your benefit could go down. If you watch the stock
market, you know that investments will not always return 5%. The Trustees implemented an
additional protection against benefits going down, called a "stabilization reserve" or "shore-up
benefit." The stabilization reserve is funded with a portion of the investment returns in years
when returns are higher than 10%. To fund the stabilization reserve, if the Plan’s investments
earn over 10%, your benefit will increase as if the investment return had been 10%, and the
excess will go to the stabilization reserve. Then, if there is a year in which the Plan’s
investments earn less than 5% and there are funds in the stabilization reserve, the stabilization
reserve will be used to shore up your benefit to keep it from going down. If the stabilization
reserve is exhausted, your benefit would be reduced based on the shortfall in the Plan's

investment return relative to the 5% target.

The chart below shows an example of how the monthly benefit is earned and paid out
under the traditional benefit formula (the blue line). The blue line shows that the monthly
pension benefit will grow only during the working years, and it remains flat in retirement. The
chart also illustrates how the monthly pension benefit would move with investment returns under
the Stabilized Income Formula, and how the use of the stabilization reserve can protect the
monthly pension benefit against poor market returns. The red line represents the monthly
pension benefit that would be payable under the Stabilized Income Formula if there were no
shore-up benefit from the stabilization reserve used to keep the benefit from decreasing. The
green line represents the monthly benefit payable under the Stabilized Income Formula with the
shore-up benefit from the stabilization reserve included. As you can see from the red and green

lines on the chart, under the Stabilized Income Formula, the monthly pension benefit continues
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to change after retirement. In years of investment returns above 5%, the monthly pension benefit
increases. Conversely, in years of investment returns below 5%, the monthly pension benefit
decreases (red line) unless there are sufficient funds in the stabilization reserve to keep the
monthly benefit payable unchanged (green line).

Example: Comparison of Monthly Benefits under Traditional Formula vs. Stabilized Income Formula
for a Participant with 30 Years of Service Retiring at Age 62

32 37 42 47 52 57 62 67 72 77 82

wess [ rditiGnal Pension Formula s Stahilized come Formula (if theve were no Shore-Up Benefit bicluded) e Stablzed ncome Fonmuda

The Plan’s assets will continue to be professionally managed and overseen by the
Trustees who have retained an investment professional to run the Plan's investment program.
You do not have to become an expert on investment management to make your pension benefit

grow. This will continue to protect you from many of the downside risks of investing.

'The example assumes future investment returns that vary up and down with an average return over time of 7.5%
per year (which is the long-term expected return based on the Plan’s current mix of investments).
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What advantages does the Stabilized Income Formula have over the current pension
formula?

The new Stabilized Income Formula has several advantages over the traditional benefit
formula under the Plan today. The benefit to you is that your pension benefit can grow and
combat inflation. The benefit to the Plan as a whole is that benefits earned under the Stabilized
Income Formula are fully funded and the Plan’s liabilities will float with investment returns.
Over time, as more of the benefits are accrued under the new Stabilized Income Formula, the

Plan's funding of the benefits earned under the Stabilized Income Formula should stay strong.

How do my old benefit and the new benefit work together?

The benefit you earned through September 30, 2017 under the traditional benefit formula
is not going away. However, it will no longer grow, so it is considered "frozen." Effective

October 1, 2017, you will earn benefits under the new Stabilized Income Formula.

While you are working after October 1, 2017, you will accrue a new benefit each year
based on the amount of contributions required to be made on your behalf. The amount of the
pension benefit that you may earn for work performed on and after October 1, 2017 is 0.5% of
the total contributions required to be paid to the Pension Fund on your behalf for the work you
perform on and after October 1, 2017, for any Plan Year in which you earned a year of Credited
Service. This accrual rate is lower than the traditional benefit formula’s accrual rate of 0.8% of
contributions. However, because of the way that the new Stabilized Income Formula works,
your new benefit is expected to grow over time and catch up to what it might have been under
the traditional formula (see the chart above), which would not have increased over time based on

the Plan’s investment returns or inflation.



When you retire, you will receive both your frozen traditional pension amount earned
through September 30, 2017 plus your pension amount under the new Stabilized Income
Formula. The frozen traditional pension amount will not increase or decrease. However, even in
retirement, your pension amount earned under the Stabilized Income Formula will be adjusted

each year based on the Plan’s investment returns.

The chart below shows an example of how the monthly benefit might look for a
participant who worked under the traditional benefit formula during the first half of his career,
and under the Stabilized Income Formula during the second half of his career. The blue bars
represent the portion of the monthly pension benefit earned under the traditional benefit formula.
The red bars represent the monthly pension benefit earned under the Stabilized Income Formula
that would be payable if there were no shore-up benefit from the stabilization reserve used to
keep the benefit from decreasing. The green bars represent the shore-up benefit amount that
comes out of the stabilization reserve to keep the total benefit amount unchanged in years of

investment return below 5%.
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Example: Total Monthly Benefit for a Participant with 30 Years of Service, Retiring at Age 62,
with the Stabilized Income Formula Beginning at Midpoint of Career

32 37 42 47 52 57 62 a7 #2 7 82

| Bena Gt from Traditional Pension Farmda @ Benafit from Stabilized Income Formula (before Shore-Up Benefit Added) B Shore-Up Benefit from Stahilization Reserve

Nothing else is changing.

e The rules for when you can start your pension benefit and what form of payment you
can choose will not change. Please refer to your SPD for information about these

rules.

e The Plan’s vesting rules are also not changing. All of your vesting service counts for
both the traditional pension formula and the new Stabilized Income Formula. You

need 5 years of vesting service to have a nonforfeitable right in your entire pension

2As in the earlier chart, this example assumes future investment returns that vary up and down with an average
return over time of 7.5% per year (which is the long-term expected return based on the Plan’s current mix of
investments).
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benefit. Please refer to your SPD for information about how you earn vesting service

under this Plan.

e Employers will continue making contributions to the Plan as required by their
collective bargaining agreement. Employer contributions will go toward both
funding the new benefit earned under the Stabilized Income Formula effective
October 1, 2017 and toward the unfunded liabilities due to benefits earned through

September 30, 2017.

Your pension rights are governed by the provisions of the Plan Document, as amended from time
to time. You may wish to refer to the full text of the Plan Document to answer specific questions.
If any inconsistencies exist between the information included in this notice and the provisions of
the Plan, the provisions of the Plan shall prevail. A copy of the full text of the Plan Document
can be obtained by contacting the Plan Office in writing. A charge may be made for a copy of
the Plan Document. However, the Plan document may be reviewed, without charge, at the Plan
Office.

Benefits under this Plan will be paid only if the Trustees decide in their discretion that the
applicant is entitled to them. The Trustees shall have full discretion to determine the facts for
each claim, and to interpret and apply all provisions of the Plan Document according to its terms.




INDIANA STATE COUNCIL OF CARPENTERS PENSION FUND
September 15, 2017

IMPORTANT NOTICE TO PARTICIPANTS

Notice of Plan Change
Effective October 1, 2017

In early August, you received a notice describing certain changes to the Indiana State
Council of Carpenters Pension Fund ("the Plan"). That notice explained why the Trustees of the
Plan made these changes, and why the Trustees chose the Stabilized Income Formula. This
notice describes additional important details about all changes effective on October 1, 2017 (the
“Notice”). This Notice also illustrates how the provision may affect your benefit. As always, if
you have questions relating to the Plan, please call the Plan Office at (800) 248-2143, Option #2.

Glossary of Key Terms

This document will use terms you might not be familiar with or have not encountered
before. This glossary should help you read through this notice.

. Annual Accrual means the benefit amount you earn each year you are eligible for
the Plan.
o The Benefit Accrual Rate is the factor multiplied by the contribution made on

your behalf to determine your Annual Accrual.
o The High Water Mark is the highest Underlying Variable Benefit you earned as of
any specified date.

. The Underlying Variable Benefit is the benefit you earned under the Stabilized
Income Formula before any Shore-up Amount is provided by the Stabilization
Reserve.

o The Hurdle Rate is the investment return that must be achieved to increase your
Underlying Variable Benefit. The Plan's Hurdle Rate is 5%.

. The Stabilization Reserve is the credit available to protect your benefit earned
after October 1, 2017 from going down following poor investment returns.

o Any amount credited to protect your benefit from the Stabilization Reserve is

called the Shore-up Amount.

Your Total Pension Benefit

You will continue to earn benefits under the Plan’s traditional pension formula for hours
worked prior to October 1, 2017. The benefit you earn under the Plan’s traditional pension
formula will then be frozen as of September 30, 2017 (the “Frozen Benefit”). For hours worked
on and after October 1, 2017, your benefit under the Plan will be earned under the Stabilized
Income Formula.

At retirement, your monthly Normal Retirement Benefit will equal your Frozen Benefit
plus your new benefit earned under the Stabilized Income Formula. Only the benefit earned after
October 1, 2017 will change with the Plan's investment returns. When you retire, the two
portions of your benefit (the Frozen Benefit and the Stabilized Income Formula benefit) will be



calculated separately and then added together to provide your monthly payment. You will not
receive two benefit checks. This notice only describes the changes to how your Annual Accrual
will change and your Underlying Variable Benefit will be determined. Your Frozen Benefit will
not change.

The Stabilized Income Formula

The Hurdle Rate is the threshold at which your Underlying Variable Benefit might
increase or decrease. If the Plan's investments return more than the Hurdle Rate (5%), your
Underlying Variable Benefit will likely increase. If the Plan's investments return less than 5%,
your Underlying Variable Benefit could go down. The Plan’s Trustees have worked with their
investment consultant to adopt an investment allocation that, considering historical performance
and future projections, is expected long-term to exceed 5% on an annualized basis. However,
nobody can predict the future and past returns are not a guarantee of future results. It is possible
that, in any specific year, the Plan’s investment returns may fall below 5%.

The Plan imposes a cap on the investment return used to increase your Underlying
Variable Benefit. If the Plan’s investments return over 10%, the excess above 10% is “saved”
and credited to the Stabilization Reserve. The Stabilization Reserve is “spent” to provide a
Shore-up Amount in years in which your Underlying Variable Benefit would go down due to
poor investment returns. The Shore-up Amount will be only the amount necessary to bring your
Underlying Variable Benefit up to your High Water Mark.

How is Your New Benefit Calculated?

Just like your Irozen Benefit grew prior to October 1, 2017, you will earn an Annual
Accrual each year you are eligible for the Plan and work enough hours. Your Annual Accrual is
based still based on the Employer contributions required to be made on your behalf and the
Benefit Accrual Rate in effect when you performed the hours for which contributions are
required. The Benefit Accrual Rate in effect on and after April 1, 2013 and prior to October 1,
2017 was 0.8%. For hours worked on and after October 1, 2017, the Benefit Accrual Rate is
0.5%.

This means that the new Benefit Accrual Rate (0.5%) is lower than the current Benefit
Accrual Rate (0.8%). On or after October 1, 2017, your Annual Accrual is based on the lower
Benefit Accrual Rate. If you worked 1,500 hours in a Plan Year, and your contribution rate is
$7.91, your Annual Accrual for hours worked after October 1, 2017 will be $59.33 payable at
age 65 (0.005 times $7.91 times 1,500 hours). By comparison, your Annual Accrual prior to
October 1, 2017 would have equaled $94.92 payable at age 65 (0.008 times $7.91 times 1,500
hours).

However, your Underlying Variable Benefit earned on and after October 1, 2017 is
expected to grow over time based on the Plan’s investment returns. Therefore, even though the
Benefit Accrual Rate is lower, over time, your Underlying Variable Benefit could grow and
possibly exceed what it might have been under the traditional formula. This is especially true in
retirement, where benefits determined under the traditional benefit formula will not increase but
the benefit determined under the Stabilized Income Formula could increase. In addition, the
Stabilization Reserve may be available to protect your High Water Mark when your Underlying
Variable Benefit goes down due to investment returns below 5%.

! For the Benefit Accrual Rates in effect prior to April 1, 2013, please refer to your SPD.

37059527 2



Let’s use the examples above to show what this means. Steve worked for 30 years prior

to October 1, 2017 and had an Annual Accrual of $94.92 each year for those 30 years?.

He

would have retired with a total Normal Retirement Benefit of $2,847.60. If he takes his benefit
in a Straight Life Annuity, he will receive this amount each year until his death. It will never go

up or down.

Now compare Steve’s benefit to someone who works their entire career under the
Stabilized Income Formula. Ben starts working under the Plan after October 1, 2017 and works
for 30 years with an Annual Accrual of $59.33. Because the Plan’s investment returns vary,

Ben’s Normal Retirement Benefit will change, as shown in the following chart’.

Normal Normal
Investment Retirement Investment Retirement
Plan Year | Return Benefit Plan Year | Return Benefit
Wi1* 59.33 W25 8.23% 1,553.84
W2 1.04% 118.66 W26 16.84% 1,659.14
W3 5.58% 175.75 w27 7.88% 1,794.64
W4 7.74% 235.72 W28 14.98% 1,901.58
W5 9.10% 299.65 W29 16.72% 2,048.64
W6 1.57% 368.36 W30 9.22% 2,202.70
W7 14.09% 417.60 R1** 11.82% 2,288.84
W8 25.59% 493.99 R2 20.63% 2,397.83
w9 -25.96% 574.02 R3 13.63% 2,512.01
W10 -2.13% 538.87 R4 15.01% 2,631.63
W11 13.10% 565.64 RS 18.17% 2,756.95
W12 16.10% 593.15 R6 7.77% 2,888.23
W13 8.80% 677.90 R7 16.09% 2,964.43
W14 14.92% 759.62 RS 17.98% 3,105.59
W15 -2.54% 852.30 RY 9.83% 3,253.48
W16 -6.49% 854.69 R10 1.58% 3,403.14
W17 -3.06% 854.69 Ell 10.80% 3,403.14
W18 8.99% 854.69 R12 23.05% 3,449.07
W19 18.20% 915.90 R13 -2.15% 3,613.31
W20 21.84% 1,016.02 R14 -8.20% 3,613.31
W21 18.79% 1,120.91 R15 6.79% 3,613.31
w22 22.41% 1,230.79 R16 12.47% 3,613.31
W23 10.62% 1,345.90 R17 7.53% 3,613.31
W24 7.09% 1,466.50 R18 0.26% 3,613.31

2 This calculation is simply for purposes of illustrating how the old and new benefit formulas work. You should
refer to your SPD and your specific information (hours worked and contribution rate) to determine your total Frozen

Benefit.

3 We do not know how the Plan’s investments will do in the future, so the following chart was prepared using the
Plan’s actual historical investment returns. This chart also assumes that the Stabilization Reserve was used to
provide a Shore-up Amount to preserve Ben’s High Water Mark.
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* W_means “Work year .” W1 is the first year in which Ben participates in the Plan.
** R _means “Retirement year _.” R1 is the year in which Ben attains age 65 and begins

receiving his benefit from the Plan.

You will see that Ben’s Normal Retirement Benefit changed in most years based on the
Plan’s investment returns, and when the Plan’s investment returns were below 5%, the
Stabilization Reserve was spent to provide a Shore-up Amount to keep Ben’s benefit from going
down. ‘

Although Steve’s Normal Retirement Benefit (the amount he received at age 65) is higher
than Ben’s Normal Retirement Benefit in his age 65 year or “R1” ($2,847.60 to $2,288.84),
Ben’s benefit continued to grow after retirement while Steve’s benefit stayed the same. Within 6
years of retiring, Ben’s benefit ($2,888.23) has grown to be bigger than Steve’s benefit
($2,847.60). And Ben’s benefit continued to grow; 13 years after Ben retired, his benefit grew to
$3,613.31.

No Other Changes

Nothing else is changing. The Plan vesting rules are not changing. You still need
five years of vesting service to have a nonforfeitable right in your entire pension benefit. Please
refer to your SPD for information about how you earn vesting service under this Plan. In
addition, employers will continue making contributions to the Plan as required by their collective
bargaining agreement. Employer contributions will go towards both funding the new benefit
earned on the Stabilized Income Formula effective October 1, 2017 and towards the unfunded
liabilities due to benefits earned through September 30, 2017.

Notice Requirement

This Notice is issued pursuant to and is intended to comply with the requirements of
section 204(h) of ERISA. The terms of this Notice cannot modify the terms of the legal Plan
document, which governs the operation of the Plan. If the non-technical summary language of
this Notice and the technical legal language of the Plan conflict, the Plan document will control.
You always have the right to review the Plan document by contacting the Employer.

This Notice also constitutes a summary of material modifications as required by ERISA
section 104(b). You should place this Notice with your SPD and save it for future reference.
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