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AALU Bulletin No:  10-20 February 11, 2010 

Subject: The Labor and Treasury Departments Request Information on 
Retirement Plan Lifetime Annuity Distributions 

Major References:   RIN 1545-BJ04,75 Fed. Reg. 5253

MDRT Information Retrieval Index Nos.: 700.00; 5400.00; 5900.00 
 

SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  
THE CONCLUSION OF THIS WASHINGTON REPORT. 

The Labor Department (DOL) and the Treasury Department (Treasury) jointly (the 
Agencies) released a Request for Information (RFI) that asks for input on a series of 
questions aimed at determining how  the Agencies might facilitate lifetime annuities from 
retirement plans.  (See 75 Fed. Reg. 5253.) 

 
 The RFI describes the multi-year trend away from defined benefit pension plans in favor of defined 
contribution and hybrid (cash balance) plans and the resulting loss of lifetime annuities for participants.  It 
notes that this has resulted in shifting investment risk to participants and in the elimination (in many cases) 
of the opportunity for participants to elect life annuities.  (Defined contribution plans generally do not have 
to offer annuity options.) 
  
 The RFI then poses the questions of whether the DOL and the Treasury should take steps to 
"facilitate access to, and use of, lifetime income" and whether such steps would "enhance the retirement 
security of participants in retirement plans." 
  
 The Agencies note that the General Accounting Office (GAO) and other federal agencies have 
studied this issue before and have expressed concerns about the trend away from defined benefit plans.   
Then, in order to enhanced their own study, the DOL and the Treasury ask for responses to a series of 39 
questions dealing with basic information, participant education, disclosure, qualification rules, selection of 
annuity providers and other issues.  For example, the RFI asks why plan participants (who have a choice) 

http://www.aalu.org/
http://www.aaluwr.org/majorrefs/Ref10-20.pdf
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tend to favor lump sums over lifetime income, why plan sponsors may not want to offer life annuities 
and what product features (such as features permitting the acceleration of income from annuities) have a 
significant impact on the cost of providing lifetime income.   
  
 In addition, the RFI asks about impediments to providing lifetime income features and whether 
annuity options should be required for defined contribution plans.  It inquires whether participants should 
be provided with additional types of information, such as income replacement ratios and more details about 
conversion of non-annuity payments into annuities. 
  
 AALU understands that, although this is a joint project between the Treasury and DOL, the latter is 
the driving force behind the project which is directed primarily at ultimate regulatory action; however, the 
Agencies have not ruled out the possibility of using the RFI as a basis for seeking legislative action at a 
later time. Public comments are due by May 3 and the Agencies assert that they intend to move quickly 
thereafter. 
  
 Given the detailed rules currently in the Internal Revenue Code and in ERISA and the fairly well 
developed (lump sum-slanted) interpretation of those rules, it is questionable whether the Agencies can take 
actions that are likely to change substantially the relative minimal portion of retirement plan distributions 
that are premised on lifetime income.  It is generally understood that employers tend to favor defined 
contribution plans and few participants select life annuity distribution approaches.  This suggests that the 
RFI is likely to reflect a preliminary move toward eventual Congressional action seeking to mandate life 
annuities in all retirement plans. 
 

AALU, with the aid of member input, is currently compiling information in response to the RFI and 
will make a determination on the content of a potential comment letter in the months ahead. 
  

Any AALU member who wishes to obtain a copy of Fed. Reg. 5252 may do so through the 
following means: (1) use hyperlink above next to “Major References,” (2) log onto the AALU website at 
www.aalu.org and enter the Member Portal with your last name and birth date and select Current Washington 
Report for linkage to source material or (3) email Anthony Raglani at raglani@aalu.org and include a 
reference to this Washington Report. 

 
In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 
BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 
of the IRS guidance, then, as required by the IRS, please be further advised of the following: 

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 
ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 
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The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 
 

For more information about how AALU’s advocacy efforts help protect your business and the 
advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 

http://www.aalu.org/
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