Annuities

Employer Groups Urge Federal Agenoles
Not to Mandate Lifetime Income Option

espotding to a request for information by the De-
R«ﬁpartment»ofr Labor and the: Treasury Department
| on the need for retirement plan lifetime income,
major organizations representing -employee -benefit
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plan sponsors May 3 urged:thetagencies not fo require
tax code Section 401(k) plansto prov1de such an opnon
to their participants... .. ..

Instead, camments by the orgamzatlons, 1ncluded
among 655 separate responses, urged the Labor:Depart-
meént and -Treasury to promote - education . and to
strengthen an existing safe harbor on: the selectlo &,Qf
annuity providers. : "

However,:comments from: nonpartlsan pubhc.: pOlle
organizations and from.the insurance industry: sup-
ported the idea that a lifetimie mcome opt1on elther be
requlred orencouraged. TR

iIn February, the Labor Department and Treasury is<
sued a request for information seekzng ideas on-how te
turn defined contribution pension plans and individual
retirement accourits into a lifetime stréeam of income for
participants (20 PBD; 2/2/10; 37 BPR 301, 2/9/10) Com-
ments were: due May 3. (RIN 1210 AB33) :

" Ne ‘l’reconcewed Notlons.’, Phyllis Borzi, ass1stant sec—
retary ‘of labor: for:the Employee . Benefits Security Ad-
ministration, said May 4 at a conference sponsored by
the Internatlonal Foundatlon of Employee Benefit Plans
that she did not come to the process on retlrement 11fe-
time income “with any preconcelved notions:’

i Instead she said she does’ fiot know whether prov1d-
ing for guaranteed income -from défined contribution
plans is d policy arena in Wthh Congress and federal
regulatory agenc1es need to'be involved. * 4
 Separately, Government Accour ab111ty Offlce corre-
leas: y 4 hlgh ghted the‘need to im-

i

lation has adeéquate income
mains a ‘major policy chall ‘
728 correspondence addressed to Sen Herb
SC.), chalrman of the Senate Spec1al Com-
\ging,, said aging - ‘workers must accumulate
suff1c1ent assets and learn how'to manage those assets
for a retirement in which “couples both aged 62 have a
47 percent chance that at least: one of them w111 11ve to
thelr 90th 1rthda§7 v

Although ref tlrement savmg ) ]
ture as more Wi ¢s h rtu 1t1es to save over
longer pperiods throy tra ies such as automatic en-
rollinent, many will likely continue to face little -margin
for error,” the correspondence said. Poor 1nvestment

‘ 1ff

LI ment re-

I ay be larger 1n the fu— '

, . already large seg—
ment of th populanon dependmg on 11m1ted retirement
; ughouv

ment contmues to be one of the key
facmg the Congress and the natlon ” thi

: Mandate. Groups suc
(ERIC) Washmgton D C Whlch

(L1As) as dlstrlbutlon optlons i
-.ERIC said a mandate would subJect plan flduc;lames
to potential liability and plans to_substantial costs ‘and
that there would be little additional galn for the “over-
whelming majority of plan participants.”
According to ERIC, “Plans would incur substantlal
costs in evaluating and selecting LIA providers, and in
establishing-and maintaining the disclosure, communi-
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catlons, processmg ordkeepmg systems that an
LIA would require.” : i
. ERIC further urged the federal agenc1es to provrde a
“genuine safe tharbor for the selection of an aringity
provider:” It: said an existing safe harbor. for the selec-
tion .of ‘annuity providers issued by the Labor Depart-
ment-in 2008 (194 PBD, 10/7/08; 35 BPR 2328, 10/14/08)
is inadequate because it does not give: the “compliance
certainty. that a ‘genuine safe harbor’ prov1des Z 8
" ERIC’s recommendation against requiring lifetime:in:
come ‘options in Section 401(k) plans or individual re:
tirement accounts was supported by comments from
the U.S. Chamber of Commerce, the: Profit Sharing
Council. of. America, the -American Society of Pension
Professmnals & Actuarles, and the -Committee -on:In-
vestment of . Employee Bernefit Assets: These organiza-
tions also said that greater communication and educa-
tion about lifetime income options was needed. . . .-
In‘its comments, the Profit Sharmg Council laid out
nimerous. roducts avallable to provide lifetime retire-
ment incomeé and sald the “market shiould be permitted
to’ develop and imiprove such products without govern-
ment 1nterference that could hamper thls process Pt

Life lnsurance Industry Comments In a teleconference
May 4, Frank Keating; president and chief executive of:
ficer of the American Council of Life Insurance (ACLI),
said there i is a need for retirees to have the option of an-
nuitizing a portion: of their retirement assets to. provide
a lifetime stream o come. Otherw1se here is a dan-

Artmen ury to ¢ employers an
e "clarrfy tha “ plans rnay offer parhcrpants he

1e Pension nghts
Natronal Orgamzatlon for Women ’

contrrbutlon plans
come optron :

AND F L@RENCE OLSEN

More Am_erlcans Delaymg Retirement

Du o Récessmn, Agmg of Baby Boomers

he closer mdrvrduals get to retrrement the less
: “likely-they are to say they will have enough money
/& to:have a comfortable retirement; Frank. Newport,
editor in chief of the Gallup Poll, told BNA March 7.
‘“A Gallup urvey . found- that Amerroans mcreasmgly
their expected retirement date beyond age
e e 1995; the: percentage of nonretirees who said
they were hkely to: retire after:age 65 has more than
doubled, from 12 percent t0-34 percent accordmg to
the survey, released April 26. . . - S

‘Over half of individuals (56 percent) between the
: 18 and 29 said they would have enough saved,
46 ercent of those between | ages 30 and 49,
i ' - betwees ages 50 and 64 agreed
w1th that statement Newport sa1d (

t nt to 34 pe "cent, Ga :p
found. The percentage of Amerrcans saylng they Would
retire before age 65 dropped from 34 percent in 1996 to
27 perce it in'2 2010, up sllghtly from 24 percent m 2608
and 2069‘ ‘the’ survey found :

cessron ‘are ma_]or factors in- ‘the changmg flgur over
the past;13 years, Gallup suggested. Baby. boomers
who now are ‘nearing the traditional retirement age,
may. have a drfferent attitude about the nature and re-
wards -of ‘work than therr generatronal predecessors

Gallup said.

n--addition,: wi th many people S ret1rement savmgs
depleted by the recessron, more people are likely to see
the value in staying on:the job; Gallup said. ‘About 46
percent of nonretired Americans in 2010 said they be-
lieved they will have enough money to live comfortably
in retirement; up from: only 41 percent last year. How-
ever, the 2010:percentage-is:much lower ‘than in 2002
through 2004, when 59. percent thought they would
have enough:funds; the survey found.-
' People age 6010 ‘69 who continue to: work may be bet-
ter off ps ogically than their. nonworkmg peers, but
use older adults ‘who are not working
E: ondrtlons that prevent them from do-
ing so, Newport said.

There may ‘Be ‘somé positive results for the US
economy as 4 result of people waiting longer to retire,
Gallup said. For example, some economists have pro-
jected a greater need for additional labor to make the
economy stronger, and old workers could ‘help wrth
that nee

For NOT mform tion, contact Gallup at http //
www,gallup com.: : : e
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