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The Treasury Department and the IRS

will keep a close eye on retiree lump-

sum windows, and left the door open

for further guidance in the future.

However it seems that plan sponsors

can, once again, consider the

suitability of a retiree lump-sum

window without fear of action from

the IRS. Just because a plan sponsor

can now offer a retiree lump-sum

window does not mean that all will

offer that feature. Offering a retiree

lump-sum window will require

analysis, planning, and

considerations such as:

 

Who will be offered the window

and how long will the window last?

Amending the plan document to

clearly state policy change and

disclose all information.

Communicating to participants

who will have a chance to be

offered the opportunity will have

to be carefully framed and include

the various required legal

disclosures.
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There are pros and cons to consider for both sides but there are rules and

regulations in place to offer protections. The IRS specifies the discount rate and

mortality table used for the calculations. This protects retirees and future

retirees and makes sure employers offer a “fair deal” by making sure the

calculation is the same whether it’s for a pension plan participant choosing the

lump sum option at retirement or termination.

On one hand, the interest rates have shifted from the more favorable

government bond rates to the less favorable corporate bond rates. On the other

hand, since employers have to use the IRS mortality tables (based on a large

database of employees and retirees and assumes life spans will continue to

increase in the future), they cannot factor a person’s health history or see if they

have been diagnosed with a terminal condition. In those circumstances, a retiree

will be significantly better off taking the lump sum since it will be in excess of

what they would have received otherwise.

Source: http://www.pensionrights.org/publications/fact-sheet/should-you-take-

your-pension-lump-sum
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"A Government Accountability

Office study published in February

2015 found that lump-sum offer

packages routinely lack key pieces

of information that the recipient

should have, such as the formula

used to calculate the lump sum."



How this Benefits Companies

Defined benefit plans generally provide beneficiaries with a monthly benefit for

life, and as you could guess, this creates a gigantic pension liability for

companies that offer these. Companies have had a hard time making sure their

plans remain fully funded, and by offering both workers and retirees a lump sum,

corporations could take the defined-benefit obligation off their books.

For companies like General Electric (which has an approximate $31 billion

shortfall [5]), the ability to convert future payments into a lump sum benefit

could significantly reduce their liabilities. By reducing their defined benefit

liabilities, they can shift risk from them onto their workers and help them unwind

their balance sheet.

The Retirement Group | 04







https://meetings.hubspot.com/info2919






For more Financial information,

check out these resources...

Lump Sum vs. Annutiy Rollover Strategies for 401(k)s

Disclosure: Securities offered through FSC Securities Corporation, member FINRA/SIPC.

Investment advisory services offered through The Retirement Group, LLC. a registered

investment advisor not affiliated with FSC Securities Corporation. This message and any

attachments contain information, which may be confidential and/or privileged, and is

intended for use only by the intended recipient. Any review, copying, distribution or use

of this transmission is strictly prohibited. If you have received this transmission in error,

please (i) notify the sender immediately and (ii) destroy all copies of this message. Office

of Supervisory Jurisdiction: 5414 Oberlin Dr #220, San Diego CA 92121

Mid-West Regional Office

10733 Sunset Office Drive

Suite 225

St. Louis, MO 63127

Phone: 1-314-858-9090

North-West Regional Office

Bishop Ranch 3,

2603 Camino Ramon

San Ramon, CA 94583

Phone: 1-800-900-5867

Mid-Atlantic Regional Office

933 Pickering Drive 

Yardley, PA 19067

Phone: 1-215-778-9129

South-West Regional Office

1980 Post Oak Blvd.

Suite #1500

Houston, TX 77056

Phone: 1-281-241-9886

https://retirekit.theretirementgroup.com/lump-sum-vs-annuity-ebook-offer
https://retirekit.theretirementgroup.com/401k-rollover-strategies-ebook-offer
https://blog.theretirementgroup.com/blog
https://www.linkedin.com/company/the-retirement-group-llc/
https://www.facebook.com/TheRetirementGroup/



