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New Regulations Strengthen
Retirement Savings Protection

Recent labor reforms aim to safeguard American retirees from poor investment advice
and pension risks



The financial world is buzzing with pivotal changes as the U.S. Department of
Labor (DOL) recently announced new regulations aimed at bolstering protections
for retirement savers. This well-timed move, which follows years of proposals
and legal battles, seeks to address longstanding concerns about the quality and
integrity of investment advice offered to everyday Americans saving for their
golden years.

Historically, investors have found themselves at the mercy of advisors and
brokers whose interests do not always align with those of their clients. The new
“fiduciary” rule, which will take effect on September 23, 2024, mandates financial
professionals to prioritize their clients' best interests when giving retirement
investment advice. This strong requirement means they must avoid any conflicts
of interest and adhere to fair and transparent practices, which some see as
overdue reform.

Lisa Gomez, assistant secretary of the Employee Benefits Security
Administration, voiced the importance of this new rule, declaring, "That's not
right" when referring to current inadequate protections for retirement savers. She
explained how dangerous the existing situation is—where financial professionals
might suggest strategies or products simply because they yield higher fees for
them, rather than being the best option for their clients.

Americans rolled over about $779 billion from 401(k) plans to individual
retirement accounts (IRAS) last year alone, illustrating the scale of potential
impact. Significant sum shifts such as these highlight how critical it is to have
trustworthy guidance throughout the financial decision-making process.

Yet the push for better financial advice doesn't stop there. Many pension funds
are undergoing "pension risk transfers" (PRTs), where companies pass on
pension liabilities to insurance providers. This process has sparked concerns and
litigation, as beneficiaries worry about the security and management of their
retirement benefits once they are no longer under their former employer's
oversight.

Recent lawsuits involving major corporations such as AT&T and Lockheed Martin
reveal the growing scrutiny of how retirement accounts are handled post-PRT.
Following substantial PRT deals elevates questions surrounding the reliability of
the insurance providers selected to manage these plans, especially concerning
their fiduciary obligations.

Andrew Oringer, partner at Wagner Law Group, explains the complexity of these
arrangements, noting, "If they [companies] are underfunded, plan sponsors can't
get out of them; and if they’re overfunded, you have to give the government
almost all of the overfunding." The financial mechanics of PRTs can be
multifaceted and fraught with opportunity for mismanagement or risky decisions.

This shift from employer-managed pensions to risk transfers puts workers at risk,
as the safety nets provided by the Employee Retirement Income Security Act
(ERISA) could potentially weaken once the plans are handed off to external
insurers. Issues of transparency and accountability have sparked concerns, as



many retirees fear losing their benefits if those insurance companies were to
stumble financially.

Legal experts cite rising interest rates as one reason we're seeing so many PRTs.
Higher rates enable companies to better fund their pension plans, making them
more appealing for sponsors deciding whether or not to conduct risk transfers.
This trend also has become more commonplace due to increasing premiums
paid by employers relative to the Pension Benefit Guaranty Corporation (PBGC),
which insures defined benefit plans. With greater costs associated with
traditional pension management, companies are now exploring the viability of
offloading those obligations.

The DOL's regulations are perceived as necessary and timely, and they resonate
within the broader context of pension reform as employers, employees, and
retirees navigate new compliance landscapes. Timothy Hauser, deputy assistant
secretary at the Employee Benefits Security Administration, asserted their
commitment to addressing fiduciary responsibilities based on the lessons
provided by previous legal precedents and prospects for better transparency.

While the proposed legislative shifts aim to protect retirement savings from
various pitfalls, concerns about PRTs show the intricacies involved. For retirees
accustomed to relying on stable protections, this transition phase can feel
unsettling. The emerging practices and court cases will undoubtedly shape how
retirement plans are managed and what safeguards must be enacted going
forward.

At the heart of the matter lies the urgent need for better financial literacy and
accountability. Many workers aren’t just losing their current jobs; they're juggling
significant uncertainties around their savings' security. Education about fiduciary
duties, PRTs, and insurance providers will prove invaluable to help consumers
navigate this evolving financial terrain.

Looking forward, industry groups display mixed reactions to the DOLs rulings,
with some deeming the regulations unnecessary or cumbersome. The American
Council of Life Insurers, for example, emphasizes existing protections already
present through the SEC and state regulations and warns against potential fallout
from excessive regulatory burdens.

Despite dissenting opinions, as market dynamics and individual financial
situations evolve, it is imperative for stakeholders to engage thoughtfully with
these developments. Those planning for retirement deserve clear guidance and
reliable options to assure their peace of mind and financial stability as they
approach the finish line of one career and the start of another phase of life.
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Protect Your Retirement Savings While You Still Can
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