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ANNUAL FUNDING NOTICE
For
ARIZONA SHEET METAL PENSION TRUST FUND

Introduction

This notice, which federal taw requires all multiemployer plans to send annuaily, includes
important information about the funding level of the Arizona Sheet Metal Pension Trust Fund, {the "Plan"),
EIN 86-6069718, Pian No. 001. This notice also includes information ahout rutes governing insolvent
plans and benefit payments guaranteed by the Pension Benefit Guaranty Corporation (PBGC), a federal
agency. This notice Is for the plan year beginning July 1, 2006 and ending June 30, 2007 (the "Plan
Year").

Plan’s Funding Level

The Plan’s “funded current liability percentage” for the Plan Year was 74.75%. In general, the
higher the percentage, the better funded the plan. The funded current liability percentage, however, is
not indicative of how well a plan will be funded in the future or if it terminates. Whether this percentage
will increase or decrease over time depends on a numbaer of faciors, including how the plan’s investmenis
petform, what assumptions the plan makes about rates of return, whether employer contsibutions to the
fund increase or decline, and whether benefit payments from the fund increase or decline.

Plan’s Financial Information

The market value of the Plan's assets as of July 1, 2006 was $68,501,223. The toial amount of
Henefit payments for the Plan Year was $4,513,954. The ratio of assets to benefit paymentis 15.18 to 1.
Thig ratio suggests that the Plan's assets could provide for approximately 15. years of benefit payments
in annual amounts equal {o whatl was paid out in the Plan Year. However, the ratic does not take into
account future changes in total benefit payments or plan assels.

Rules Governing Insolvent Plans

Federal taw has a number of special rules that apply to financially troubled muliemployer plans.
Under se-called “plan reorganization rules,” a plan with adverse financial experience may need o
increase required contributions and may, under certain circumstances, reduce benefits that are not
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eligible for the PBGC's guarantee (generally, benefits that have been in effect for less than 60 months). [f
a plan is in reorganization status, it must provide notification thai the plan is in reorganization status and
that, if contributions are not increased, accrued benefiis under the plan may be reduced or an excise tax
may be imposed {or both). The law requires the plan to furnish this nofification to each contributing
empicyer and the labor organization.

Despite the special plan reorganization rules, a plan in reorganization nevertheless could become
insoivent. A plan is insolvent for a plan year if its available financial resources are not sufficient to pay
benefiis when due for the plan year. An insolvent plan must reduce benefit payments to the highest level
ithan can be paid from the plan's available financiat resources, If such resources are not enough to pay
benefits at a level specified by law (see Benefit Payment Guaranteed by the PBGC, helow), the plan must
apply to the PBGC for financial assistance. The PBGC, by law, will loan the pian the amount necessary
1o pay benefils as the guaranteed level. Reduced benefits may be restored if the plan's financial
condition improves,

A plan that becomes insalvent must provide prompt notification of the insolvency to parlicipants
and beneficiaties, contributing employers, labor unions representing participants, and PBGC. in addition,
participants and beneficiaries also must receive information regarding whether, and how, their benefits
will be reduced or affected as a result of the insolvency, including tost of a lump sum option. This
informalion will be provided for each year the plan is insofvent.

Benefif Payments Guaranieed by the PBGC

The maximum benefit that the PBGC guarantees is set by law, Only vested benefits are
guaranteed. Specifically, the PBGC guarantees a monthiy bensfit payment equal to 100 percent of the
first $11 of the Plan’s monthly benefit accrual rate, plus 756 percent of the next $33 of the accrual rate,
limes each year of credited service. The PBGC's maximum guarantee, therefore, is $35.75 per month
times a parlicipant's years of credited service.

Example 1: if a participant with 10 years of credited service has an accrued menthly benefit of
$500, the accrual rate for purposes of determining the PBGC guarantee would be determined by dividing
the monthty benefit by the participant's vears of service (800/10), which equals 50. The guaranieed
amount for a $50 monthly accrual rate is equal 1o the sum of $11 plus $24.75 {75 x $33) or $35.75.
Thus, tihe participant's guaranteed monthly benefit is $357.50 ($35.75 x 10).

Exampie 2. 1f the participant in Example 1 has an accrued monthly benefit of $200, the accrual
iate for purposes of determining the guarantee would be $20 (or $200/10). The guaranteed amouni for a
$20 monthly accrual rate is equal to the sum of $31 plus $6.75 {75 x $9), or $17.75. Thus, the
participant’s guaranteed monihly benefit would be $177.50 (§17.75 x 10).

i calculating a person's monthly payment, the PBGC will disregard any benefit increases that
were made under the plan within 60 monihs before the earlier of the plan’s termination or insolvency.
Simitarly, the PBGC does not guarantee pre-retirement death benefits to a spouse or benefickry {e.g., a
qualified pre-vetirement survivor annuity) if the participant dies after the plan terminates, benefits above
the normal relirement benefit, disability benefits not in pay status, or non-pension benefits, such as health
insurance, life insurance, death benefits, vacation pay, or severance pay.

Where to Get More Information

For more informatios about this notice, you may contact Southwest Service Administrators, Ing.,
2400 W, Dunlap Avenue, Suite 250, Phoenix, Arizona 88021, {602) 249-3582. For more information
PBGC toll free at 1-800-400-7242 (TTY/TDD users may call the Federal relay service toll free at 1-800-
877-8338 and ask to be connected to 1-800-400-7242).
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