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For Multiemployer Plans in Critical 
Status, the Shade of Red Matters
Many Red-Zone Plans Are on the Road to Recovery, 
but Plans in Critical and Declining Status Need 
Additional Assistance

As the Congressional Joint Select Committee for the Solvency of Multiemployer 
Pension Plans weighs options for strengthening the multiemployer pension system, 
there is considerable interest in critical-status plans, referred to as red-zone plans, 
and in the subset of red-zone plans certified as critical and declining (C&D). Critical 
and declining-status plans are those red zone plans projected to be insolvent, 
generally within the next 20 years. Participants in these plans are at risk of reduced 
benefits, including current retirees already receiving pension payments.

Segal Consulting, which currently consults to 85 plans in the red zone, conducted a 
Study of Multiemployer Plans in the Red Zone. The study is based on current and 
historical data for Segal’s client plans. The 2018 data is from Segal’s most recent  
Survey of Plans’ Zone Status, which reports data from 2018 zone-status certifications 
filed through March 31.

What Are the Two Shades of Red?

The Pension Protection Act of 2006 requires multiemployer pension plan trustees to monitor their actuary’s 
projections of funding status. This helps identify and address emerging challenges. A plan is in “critical status,”  
or the red-zone, if it: (1) is less than 65 percent funded and has a projected funding deficiency within five years  
or an inability to pay benefits within seven years; (2) is projected to have a funding deficiency within four years  
or an inability to pay benefits within five years; or (3) has benefits for inactives that are greater than for actives, 
contributions less than carrying costs and a projected funding deficiency within five years.

Under the Multiemployer Pension Reform Act of 2014, plans are in “critical and declining” status because they 
are within 20 years of projected insolvency may reduce some benefits. As noted above, this includes “suspension of” 
benefits in pay status, subject to various requirements.

http://www2.segalco.com/ME-spring-2018-zone-status
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Average Funded Percentages Differ by Shade of Red
Segal tracked the average market-value funded percentage for 87 plans in the red zone in 2010. 
The average market-value funded percentage for all red-zone plans grew by 4 percentage points 
since 2010. However, combining the two shades of red-zone plans fails to tell the real story. There is 
a clear difference between plans that would have been classified as C&D (because they were then 
within 20 years of projected insolvency) and plans that would not have been classified as C&D. We 
found a double-digit decrease in C&D plans’ average market-value funded percentage compared 
to a double-digit increase for non-C&D plans.

Average Market-Value Funded Percentage Based on 2010 Zone Status and Percentage 
Point Change

* Reflects 2017 results for non-calendar-year plans and 2018 results for calendar-year plans.
** The 27 plans that emerged from the red zone were included in both the 2010 and current funded percentages.
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Most Plans in the Red Zone Have Been There  
Since the Global Financial Crisis
Most current red-zone plans have been red since shortly following the global financial crisis of 2008 
and 2009 when they suffered severe asset losses.
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High Inactive-to-Active Ratio and a High “Burn Rate”  
Are Key Characteristics of C&D Plans
The ratio of inactive to active participants is a key component of a plan’s outlook, especially in 
having the resilience to recover from a financial or other shock.

Note: These breakdowns are current figures based on the 85 red-zone plans to which Segal consults.
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“Burn rate” is also a key factor in shade of red. Burn rate is the decline in assets, without regard to 
investment income. The burn rate for C&D plans is much higher than for non-C&D red-zone plans.

Burn Rate By Number of Plans
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Actions Taken
Over the last 10 years, the average contribution rate for current red-zone plans has increased 
more than 50 percent, irrespective of the shade of red. Despite these increases, C&D plans 
continue to experience funded level declines.

Annual Average Contribution Rate Increase

Adjustable benefits* have been reduced for more than 80 percent of participants in red-zone plans. 
The degree of benefit reduction is generally related to the changes needed to emerge from the red 
zone or the impact in delaying projected insolvency.

* Adjustable benefits are certain benefit features that trustees may reduce for non-retired participants, as authorized by the Pension Protection Act of 2006.
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Some Formerly “Red” Plans Are Now “Yellow” or “Green”
Some red-zone plans have emerged into the yellow or green zone. Many others are on the road  
to recovery. 

However, plans certified as C&D are headed towards insolvency absent additional tools and 
remedies beyond those that are currently available. 

The current zone status of the 128 plans that Segal ever certified “red” is:
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What’s the Outlook for C&D Plans?
The work of the Congressional Joint Select Committee on the Solvency of Multiemployer Plans is of the 
utmost importance. That is because tools and remedies that are currently available to C&D plans, 
including facilitated mergers, benefit suspensions and/or partitions, appear insufficient to help many 
plans recover. Segal Consulting believes a review of the situation faced by each C&D plan and the 
unique reasons for its projected insolvency can greatly assist the Select Committee members as 
they evaluate potential solutions.

Source: Segal Consulting, 2018

Characteristics of Red-Zone Plans in Segal’s Current Database
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Questions? Contact Us.
For information about the Study of Multiemployer Plans in the Red 
Zone, contact your Segal consultant or one of Segal’s multiemployer 
retirement leaders:

Joseph A. LoCicero, JD, MAAA, FCA, EA 
212.251.5035 
jlocicero@segalco.com

David Brenner, JD 
617.424.7330 
dbrenner@segalco.com

Dave Dean, MAAA, EA 
312.984.8533 
ddean@segalco.com

Diane Gleave, ASA, FCA, MAAA, EA 
212.251.5185 
dgleave@segalco.com

Eli Greenblum, FSA, MAAA, FCA, EA 
202.833.6480 
egreenblum@segalco.com

Tammy Dixon, FSA, MAAA, EA 
202.833.6443 
tdixon@segalco.com

To receive study reports and other Segal publications, 
as soon as they are available online, join our email list.

Segal Consulting is a member of The Segal Group.

https://www.segalco.com/contact?pid=10085#Multiemployer
https://www.segalco.com/contact?pid=6573#Multiemployer
https://www.segalco.com/contact?pid=1742#Multiemployer
https://www.segalco.com/contact?pid=7274#Multiemployer
https://www.segalco.com/contact?pid=3242#Multiemployer
https://www.segalco.com/contact?pid=7273#Multiemployer
http://www.segalco.com/weekly-mailings/#Multiemployerplans
http://www.segalgroup.net
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Follow us:

Segal: A Trusted Advisor 
to Multiemployer Plans

Since our founding in 1939, Segal Consulting has been a trusted advisor to multiemployer benefit 
funds. Working with hundreds of multiemployer plans enables us to understand and provide 
innovative, cost-effective solutions to the challenges facing funds. Our unbiased, objective advice 
allows funds to make decisions in the broader context of other multiemployer plans. In addition,  
our ability to aggregate multiemployer data from our extensive client base enables us to determine 
trends and offer timely advice on emerging developments. In addition to pension consulting, we 
provide the following services:

•  Defined contribution plan consulting,

•   Health and welfare plan consulting for active and retiree coverage, including pharmacy  
benefit management,

•  Compliance consulting,

•  Participant communications, including personalized statements,

•  Administration and technology consulting, and

•   Insurance brokerage services for fiduciary liability insurance, fidelity bonds and cyber liability 
insurance through Segal Select Insurance Services.

We are a firm with a national commitment to the multiemployer environment. We are actively involved 
with multiemployer legislation and research and work closely with industry advocacy groups. In 
working with us, you will have access to professionals who have deep multiemployer subject matter 
experience and can bring the full resources of Segal to help address your issues.

https://www.facebook.com/SegalConsulting/
https://www.linkedin.com/company/segal-consulting
https://twitter.com/segalco
http://www.segalselect.com/

