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House Bill 5591 - An Act Creating the Connecticut Retirement Security Program

Senator Gomes, Representative Tercyak and members of the Labor and Public Employees Committee, the
Ametrican Council of Life Insurers (ACLI) appreciates the opportunity to offer the following comments asking the
committee to amend House Bill 5591 ~ An Act Creating the Connecticut Retirement Security Program. ACLI would
urge the committee to substitute the current bill with similar legislation recently adopted by Washington State and
New Jersey.

The ACLI is fully committed to state and national efforts that encourage private retirement plan coverage and
individual savings. There are many initiatives a state can undertake to do so without imposing an employer
mandate, undermining existing plans, or entering into unfair competition with the existing marketplace of
retirement plan products and services.

The Washington legislature approved Senate Bill 5826 (attached), a voluntary proposal supported by ACLI, AARP
and a large coalition of employers, that is intended to provide greater access to 401(k), the federal myRA program
and other retirement plans for small employers and their employees. The bill would create a small business

retirement plan “marketplace” focusing on private providers along with a website that could connect private sector
employers to existing retirement plan vendors.

Some of the key factors of the state-sponsored clearinghouse or marketplace approach include:
A digital marketplace for employers with 100 or fewer employees to purchase private sector plans.

= Voluntary for both the employer and the employee

*The program preserves and promotes the continued offering of plans by licensed financial services
providers.

* Minimal state resource - the state does not provide a plan, but simply approves or certifies private plans
for the marketplace.

* Provides educational and federal tax incentive information.

» Designed to reach underserved segments of the workforce, including small employers, part-time,
seasonal and low-to-moderate income workers.

The plans that may be available to employers under the marketplace approach may include:

e Voluntary payroll deduction IRAs with no employer endorsement, no auto-enroliment, no default
investments (an ERISA “Safe Harbor” Plan);

o The federal myRA retirement savings program (not subject to ERISA);
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e Ataxqualified “SIMPLE Plan” (subject to streamlined ERISA rules);
e A payroll deduction IRA arrangement with auto-enrollment features (subject to ERISA);
e AA403b, 401k, MEP, with or without auto-enrollment features (subject to ERISA).

As mentioned above, the ACLI supports state initiatives which promote retirement savings through education,
incentives and collaboration with the private sector. Public awareness campaigns, financial literacy education,
access to online resources and partnerships with existing non-profit and government efforts, would all help in
making retirement savings top-of-mind to employees and employers alike. Moreover, financial incentives designed
to spur employer plan adoption and individual savings, including plan start-up credits and low-income tax credits or
grants, would be beneficial to improving the current Connecticut marketplace.

Note on Recent DOL Draft Guidance

Recent draft guidance from the U.S. Department of Labor may encourage states to go beyond these initiatives and
propose a state run retirement plan for private workers. Although the draft guidance purports to clear the way for
these plans, the DOL makes clear that states will need to take on additional costs and responsibilities and that
these plans could be challenged in federal court. In addition, by exempting states from worker protections that
apply to private plans, the draft guidance creates an un-level playing field and the potential for unfair competition.

Thank you for the opportunity to comment in opposition HB 5591.

The American Council of Life Insurers (ACLI)} is a national trade association with approximately 300 member companies
operating in the United States and abroad. 228 member companies serve Connecticut consumers. ACLI advocates in
federal, state, and international forums for public policy that supports the industry marketplace and the 75 million
American families that rely on life insurers’ products for financial and retirement security. ACLI members offer life
insurance, annuities, retirement plans, long-term care and disability income insurance, and reinsurance, representing
more than 90 percent of industry assets and premiums in Connecticut. Learn more at www.acli.com.
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ENGROSSED SUBSTITUTE SENATE BILL 5826

AS AMENDED BY THE HOUSE
Passed Legislature — 2015 Regular Session
State of Washington 64th Legislature 2015 Regular Session

By Senate Ways & Means (originally speonscored by Senators Mullet and
Benton)

READ FIRST TIME 02/27/15.

AN ACT Relating to creating the Washington small business
retirement marketplace; adding new sections to chapter 43.330 RCW;
adding a new section to chapter 43.320 RCW; and creating a new

section.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:

NEW SECTION. Sec. 1. The legislature finds that there is a

retirement savings access gap in Washington; that Americans reach the
median salary four years later than they did in 1880 and therefore
have four fewer vears of savings opportunities; and that one in six
Americans retire in poverty. Employees who are unable to effectively
build their retirement savings risk living con low inccomes in their
elderly vyears and are more likely to Dbecome dependent on state
services. Further, small businesses, which employ more than forty
percent of private sector employees in Washington, cften choose not
to offer retirement plans to employees due to concerns about costs,
administrative burdens, and potential liability that they believe
such plans would place on their business. In response, the
legisiature recognizes the work of the federal government in
addressing these issues by establishing the myRA program: A safe,
affordable, and accessible retirement vehicle designed to remove

barriers to retirement savings. In addition, the legislature
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recognizes that many private financial services firms in Washington
currently offer high quality retirement options for small businesses
and their emplovees.

The Washington small business retirement marketplace will remove
barriers to entry into the retirement market for small businesses by
educating small employers on plan availability and promoting, without
mandated participation, qualified, low-cost, low-burden retirement
savings vehicles and myRA. The marketplace furthers greater
retirement plan access for the residents of Washingten while ensuring
that individuals participating in these retirement plans will have
all the protections offered by the employee retirement income
security act. Further, the Washington small business retirement
marketplace will nct pose any significant financial burden upon
taxpayers. The Washington small business retirement markestplace will
be the best way for Washington to close the retirement savings access
gap, protect the fiscal stability of the state and its citizens well
into the future, and further cement its place as a national leader in
retirement and 1investor promotion and protecticon. The marketplace
will educate and promote retirement saving among employees and in

particular market to small employers with fifty or fewer employees.

NEW SECTICON. Sec. 2. The definitions in this section apply
throughout this subchapter unless the context clearly requires
otherwise.

(1} "Approved plans” means retirement plans offered by private

sector financial services firms that meet the requirements of this
chapter to participate in the marketplace.

(2) "Balanced fund" means a mutual fund that has an investmant
mandate to balance 1ts portfolio holdings. The fund generally
includes a mix of stocks and bonds in varying propcecrtions according
to the fund's investment outlook.

(3} "Eligible employer" means a self-employed individual, scole
proprietor, or an employer with fewer than one hundred gqualified
employees at the time of enrollment.

(4) "Enrollee" means any enployee who 1s voluntarily enrclled in
an approved plan offered by an eligible employer through the
Washington small business retirement marketplace,.

{5) "myRA" means the myRA retirement program administered by the
United States department of the treasury that is available tc all

employers and employees with no fees or ne minimum contribution

p. 2 ESSR 5826.PL
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requirements. A myRA 1s a Roth IRA opticn and investments 1n these

accounts are backed by the United States department of the treasury.

(6) "Participating employer"™ means any eligible employer with
employees enrolled in an approved plan offered through the Washington
small business retirement marketplace who chooses to participate in
the marketplace and offers approved plans to employees for voluntary
enrcllment.

(7) M"Private sector financial services firms" or "financial
services firms" mean persons or entities licensed or holding a
certificate of authority and in good standing by either the
department o¢f financial institutions or the office of the insurance
commissioner and meeting all federal laws and regulations to offer
retirement plans.

(8} "Qualified employee" means those workers who are defined by
the federal internal revenue service tc be eligible to participate in
a specific qualified plan.

(9) "Target date or other similar fund"” means a hybrid mutual
fund that automatically resets the asset mix c¢f stocks, bonds, and
cash equivalents in its portfolic accerding to a sslected time frame
that 1is appropriate for a particular investor. A target date 1is
structured to address a projected retirement date.

(1) "Washington small Dbusiness retirement marketplace” or
"marketplace" means the refirement savings program created to connect
eligible employers and their employees with approved plans to

increase retirement savings.

NEW SECTION. Sec. 3. (1) The Washington small bkusiness

retirement marketplace is created.

(2) Prior to connecting any eligible empleoyer with an approved
plan 1in the marketplace, the directcr shall design a plan for the
operation of the marketplace.

{(3) The director shall consult with the Washington state
department of retirement systems, the Washington state investment
board, and the department of financial institutions in designing and
managing the marketplace.

(4) The director shall approve for participaticon in the
marketplace all private sector financial services firms that meet the
requirements of secticon 2(7) of this act.

(5) A range of 1investment options must be provided to meet the

needs of investors with various levels of risk tolerance and various

p. 3 ESSB 5826.FL
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ages. The director must approve a diverse array of private retirement
plan opticns that are available to emplovers on a veluntary basis,
including 1life insurance plans that are designed for retirement
purpcoses, and at least two types of plans for eligibkle employer
participation: (a} A SIMPLE IRA-type plan that provides for employer
contributions to participating enrcllee accounts; and (b) a payroll
deduction individual retirement account type plan or workplace-based
individual retirement accounts open to all workers 1in which the
employer does not contribute to the employees' account.

(6) Prior to approving a plan to be offered on the marketplace,
the department must receive verification from the department of
financial institutions and the office of the insurance commissioner
{a) that the private sector financial services firm cffering the plan
meets the requirements of section 2(7) of this act; and (k) that the
plan meets the regquirements of this section excluding subsecticn (9)
0f this secticon which is subject to federal laws and regulations. The
director may remove approved plans that no longer meet the
requirements of this chapter.

(7) The financial services firms participating in the marketplace
must offer a minimum of two product options: (a) A target date or
cther similar fund, with asset allocations and maturities designed to
coincide with the expected date c¢f retirement and (b} a balanced
fund. The marketplace must offer myRA.

(8) In order for the marketplace fTo operate, there must be at
least two financial services firms offering approved plans on the
marketplace; however, nothing in this subsection shall be construed
te limit the number of private sector financial services firms with
approved plans from participating in the marketplace.

{9) Approved plans must meet federal law or regulation for
internal revenue service approved retirement plans.

(10) The approved plans must include the option for enrollees to
roll pretax contributions inte a different individual retirement
account or another eligible retirement plan after ceasing
participation in a plan approved by the Washington small business
retirement marketplace.

(11} Financial services firms selected by the department to offer
appreoved plans on the marketplace may not charge the participating
employer an administrative fee and may not charge enrollees more than
one hundred basis points in total annual fees and must provide

information about their product's histcorical investment performance.

p. 4 ESSB 5826.PL
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(12} Participation in the Washington =mall business retirement

marketplace is vcluntary for both eligible employers and qualified
employees.
{13) Enrcllment in any approved plan cffered in the marketplace

is not an entitlement.

NEW SECTION. Sec. 4. {1} The director shall contract with a

private sector entity to:

{a) Establish a protoceol for reviewing and approving the
qualifications of all private sector financial services firms that
meet the gualifications to participate in the marketplace;

(b} Design and operate an internet wek site that includes
information about how eligible employers can voluntarily participate
in the marketplace;

(c) Develop marketing materials about the marketplace that can be
distributed electronically, posted on agency web sites that interact
with eligible employers, or inserted intc mail from the department of
revenue, department of labor and industries, employment security
department, the cffice of minority and women's business enterprises,
department of licensing, and secretary of state's division of
corporations;

(d) Identify and promote existing federal and state tax credits
and benefits for employers and enmployees that are related to
encouraging retirement savings or participating in retirement plans;
and

(e} Promote the benefits of retirement savings and cother
information that promotes financial literacy.

(2} The director shall address how rollovers are handled for
eligible Washington employers that have workers in other states, and
whether out-of-state employees with existing IRA's can roll them into
the plans cffered through the Washington small business retirement
marketplace.

(3) The director shall direct the entity retained pursuant tc
subsecticn (1) of this section to assure that licensed professionals
who assist their eligible business clients or employees to enroll in
a plan offered through the Washington small business retirement
marketplace may receive routine, market-based commissions or cother
compensation for their services.

(4) The director shall ensure by rule that there is objective

criteria in the protocol provided 1in subsection (1) {a) of this

p. 5 ESSB 5826.PL
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section and that the protocol does not provide unfair advantage to
the private sector entity which establishes the protccol.
{(5) The director shall encourage the participation cf private

sector financial services firms in the marketplace.

NEW SECTION. Sec. 5. 1In additicon to any appropriated funds, the

director may use private funding sources, including private
foundation grants, to pay for marketplace expenses., On behalf of the
marketplace, the department shall seek federal and private grants and
is authorized to accept any funds awarded to the department for use

in the marketplace.

NEW SECTION, Sec. 6. The department shall not expose the state

of Washington as an employer or through administration of the
marketplace to any potential liability under the federal emplcyee
retirement income act of 1974. As such, the department 1is
specifically prohibited from offering and operating a state-based
retirement plan for businesses or individuals who are nct employved by

the state of Washington.

NEW SECTION, Sec. 7. Using funds specifically appropriated £for

this purpose, and funds provided by private foundations or other
private sectcor entities, the director may provide incentive payments

to participating employers that enrcli in the marketplace,

NEW SECTICN, Sec. 8. The director shall report biennially to

the legislature on the effectiveness and efficiency of the Washington
small business retirement marketplace, including the 1levels of
enrollment and the retirement savings levels of participating
enrcllees that are obtained in aggregate on a voluntary basis from
private sector financial services firms that participate in the

marketplace.

NEW SECTICON. Sec. 9. The director shall adept rules necessary

to allow the marketplace fto¢ operate as authorized by this subchapter.
As part of the rule development process, the director shall consult
with organizations representing eligible employers, qualified
emplcyees, private and nonprofit sector retirement plan
administrators and providers, organizations representing private

sector financial services firms, and any other individuals or

p. 6 ESSB 5826.PL




o s W N

O -1 O

11
12
13

14
15
16
17
18
12
20
21
22

23
24
25

entities that the director determines relevant to the development of

an effective and efficient method for operating the marketplace. The
rules must be proposed by January lst of the vear of implementation
and rules shall not be adopted until after the end of the regular

legislative session of that year.

NEW SECTION. Sec. 10. 2 new section is added to chapter 43.320
RCW to read as follows:

The department of financial institutions, annually, or upon

request of the department of commerce, must review individual
retirement account products proposed for inclusion in the Washington
small business retirement marketplace to confirm that the products
comply with the requirements of section 3 of this act, except for

those requirements that pertain to federal laws and regulations.

NEW SECTION. Sec. 11. 1If any part of this act is found to be in

conflict with federal reguirements that are a prescribed conditicn to
the allocation of federal funds to the state, the conflicting part of
this act is inoperative solely to the extent of the conflict and with
respect to the agencies directly affected, and this finding does not
affect Lhe operation of the remainder of this act in its application
tc the agencies concerned. Rules adopted under this act nmust meet
federal requirements that are a necessary condition to the receipt of

federal funds by the state.

NEW SECTION. Seec. 12. Sections 1 through 9 of this act are each

added to chapter 43.330 RCW and codified with the subchapter heading

of "Washington small business retirement marketplace.”

--- END ---
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