
1 

The ERISA Industry Committee 

DOL Pre-Rule on Lifetime Income 
Benefit Statement Illustrations 

 
June 11, 2013  



2 

Overview 

• U.S. Department of Labor (DOL) 
issued advanced notice of proposed 
rulemaking (ANPRM) in May 2013 

– Had previously issued a Request for 
Information (RFI) with IRS in 2010 

– Precursor to proposed regulations 
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Response to RFI 
• ERIC responded to the RFI on May 3, 2010 
• The comment letter included ERIC’s: 

– Opposition to any requirement that plans offer lifetime 
income arrangements as distribution options.  

– Recommendations that the agencies:  
• educate employers and DC plan participants  
• Minimize fiduciary liability 
• Provide a genuine safe harbor for the selection of an 

annuity provider 
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Overview 
• Considering requiring benefit statements for 

defined contribution plans to include: 
– Participant’s current account balance;  

– Participant’s projected account balance;  

– A lifetime income illustration based on the current 
account balance; and 

– A lifetime income illustration based on the projected 
account balance  
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Projected Account Balance 
• The participant’s projected account balance would 

take into account future contributions and 
investment returns 

• DOL proposed a safe harbor for the projected 
account balance: 
– Contributions are increased every year to normal 

retirement age by 3% per year 

– Investment returns are 7% 

– A discount rate of 3% per year applies 
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Lifetime Income 
• The lifetime income stream must be expressed as a 

level payment for the life of the participant 
• If the participant is married, it must also be 

expressed with a 50% survivor’s benefit 
• Interest and mortality assumptions must be 

reasonable 
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Lifetime Income 
• The DOL proposed a safe harbor for the interest 

and mortality assumptions in the lifetime income 
illustration: 
– Interest rate equal to the 10-year constant maturity 

Treasury securities rate 

– Mortality based on 417(e)(3)(B) table 

• May also be able to use annuity offered by plan 
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Potential Issues 

• Existing Methods 

– Are members currently providing lifetime income 
information to participants? 

– Would the DOL’s inclusion of a safe harbor cause you to 
change your approach? 



9 

Potential Issues 
• Clarity / Utility 

– Would participants be confused by the information 
provided? 

– Would they find it confusing that the numbers would 
change every year? 
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Potential Issues 
• Risks 

– Are there concerns about lawsuits 
or other risks about providing 
potentially misleading 
information? 

– Are there concerns about your 
company’s reputation with 
employees? 
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Potential Issues 
• DOL Calculator 

– Would participants receive 
more value from the DOL’s 
calculator as a modeling 
tool? 

• Participants could model 
things like changes in 
compensation, breaks in 
contributions, etc.? 

http://www.dol.gov/ebsa/regs/lifetimeincomecalculator.html 
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Potential Issues 
• Disclaimers 

– Do you think participants 
would be overwhelmed by the 
amount of explanation and  
disclaimers that would be 
required? 
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Comment Letter 
• ERIC proposes to make the following points in the 

comment letter: 
– Disclosure of lifetime income information should not be 

mandatory 
– The DOL should provide a safe method for plans that 

want to provide this information 
– Plans can direct participants to the DOL’s website where 

they can explore options under on various circumstances 
• Many plans have resources to help participants 
• Focus should be on future retirees who have access to 

computers 
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Comment Letter 
– Making projections can be confusing and misleading 
– The accrued benefit cannot be more than the participant 

has earned to date 
– ERISA section 105 only requires the disclosure of the 

total benefits accrued based on the latest information 
– The DOL’s approach to present value creates a whipsaw 
– If the DOL requires plans to disclose this information, 

they should be able to identify it as information from the 
DOL, not the plan 
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