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Advisory Council 
Benefit Statements Should Be Simple 
Speakers Say; PRC Cites Inaccuracies 
 

Practitioners Sept. 18 told a working group of the Labor Department's 
ERISA Advisory Council that pension benefit statements should be 
presented in a simple and concise way.  

Rebecca Davis, staff attorney for the Pension Rights Center, told the 
Council's Working Group on Participant Benefit Statements that 
sometimes participants receive an "inaccurate" benefit statement.  

PPA Section 508 required the department to issue rules on new periodic 
benefit disclosure requirements in place of the provision that plans 
provide this information only "upon request" as previously in effect under 
Section 105 of the Employee Retirement Income Security Act.  

The PPA amendments to ERISA Section 105 generally are applicable to 
plan years beginning after Dec. 31, 2006, with special rules for plans 
maintained pursuant to collective bargaining agreements. Section 508(b) 
of the PPA required the department to develop one or more model 
pension benefit statements within one year of the date of enactment of 
the PPA, which was Aug. 18, 2007.  

"We are not going to make the August deadline," Robert J. Doyle, 
director of Regulations and Interpretations for the department's 
Employee Benefits Security Administration had told the working group at 
its July 12 meeting (134 PBD, 7/13/07; 34 BPR 1669, 7/17/07). "We are 
taking the project very seriously and feel it is worth taking more time so 
we can do it in an informed way," he said.  

Doyle indicated the department is delaying action on the rule to benefit 
from the report that the working group is currently developing. However, 
he said the department simultaneously will continue to work through the 
issues associated with the new benefit statement requirements.  

The ERISA working group intends to make recommendations to the 
department regarding timing, form, and content of the Pension Protection 
Act benefit statement requirement. The scope of its study will focus on 
these issues for both defined benefit and defined contribution plans, both 
participant-directed and nonparticipant-directed, the group said.  

 
'Biggest Challenge.'  



 
All of the essential information--details, benefit calculations, certain 
demographic facts, projections--must be presented in a simple, concise 
way, calculated to be understood by participants who do not have the 
expertise or level of interest of a benefits professional, Peter Klein, fund 
manager for Local 26 IBEW-NECA (electrical workers), told the working 
group.  

"This may be the biggest challenge of all in terms of benefit statements," 
Klein said. "Overly detailed explanations will add clutter to the message, 
but we all know that without some explanation and disclaimers, we're 
asking for trouble," he said.  

Klein recommended keeping detailed explanations to a minimum and 
where possible, refer the participant to other documents, such as a 
summary plan description.  

Klein also said a defined benefit plan statement every three years as 
provided for in the PPA, is insufficient. He also said Field Assistance 
Bulletin 2006-03 (243 PBD, 12/21/06; 34 BPR 8, 1/2/07), offers model 
language that should serve to constitute a safe harbor with respect to the 
communication of risk and diversification. The bulletin provided general, 
temporary guidance concerning "good faith compliance" with the pension 
benefit statement provisions of the PPA.  

Doyle, at the working group's July 12 meeting, had said the interim 
guidance provided in the bulletin was intended to avoid plans having to 
make potentially significant and costly systems and other changes to 
their disclosure practices in anticipation of PPA regulatory requirements 
that had not yet been developed or adopted.  

"Keep it simple," Diane Gallagher, vice president for JPMorgan 
Retirement Plan Services, told the working group. She suggested writing 
a benefit statement at the eighth grade reading level.  

She noted that this was not a commentary on participant's intelligence 
but rather a reflection that many Americans may not have the time, 
passion, or interest in the subject. "We must make the information as 
palatable as possible," Gallagher said.  

She also said that rather than just communicating the account balance, 
the meaning of the number in terms of annual retirement income and 
guidance on an appropriate target should be considered.  

"It is our recommendation that the department take a 'minimalist 
approach' with regard to defined contribution plan participants 
statements," David Wray, president of the Profit Sharing/401k Council of 
America, told the working group.  

When asked what was a minimalist approach, Wray said, something that 
is "not absolutely required by law, should not be required [by the 
department]."  



"I know you have heard this before, but the best advice is to use the 
'KISS,' Keep it Simple principle," Simone L. Rockstroh, a third party 
administrator with Carday Associates, told the working group. She was 
speaking on behalf of the International Foundation of Employee Benefit 
Plans.  

Providing information in tables and charts is often more clear, Rockstroh 
said. Another option is to provide bare bones information with an option 
to contact the plans for more details, she said.  

 
Consideration of Costs 

 
It is important for participants to receive relevant and timely 
information regarding their employer provided retirement benefits, 
Adam C. Pozek, vice president of consulting services for Sentinel 
Benefits Group Inc., told the working group. He was speaking on 
behalf of the American Society of Pension Professionals and 
Actuaries and the Council of Independent 401(k) Recordkeepers.  

"However, there must be a balance between the time in which the 
statements are required to be provided and the associated costs," 
Pozek said. He cited an example a plan with fewer than 100 
participants and administrative fees of $4,000 that if required to 
provide underlying investment information for a participant directed 
plan with a pooled account, would cost an additional $800. "Thus 
providing the underlying investment information resulted in a 25 
percent fee increase for the plan, which was passed on to the 
participants," he said.  

Rockstroh, speaking on behalf of IFEBP, also said costs were an issue 
and indicated costs are taken from the pool of money set aside to 
provide benefits to participants.  

 
Inaccurate and Misleading Statements 

 
PRC's Davis said inaccuracies in benefit statement are a problem, citing 
benefit estimates and reductions or limitations in benefits. Benefit 
estimate statements must be realistic and possible reductions or 
limitation must be clearly stated, she said.  

Davis also cited participant disappointment as a result of benefit 
statements that provide misleading information about subsidized early 
retirement benefits. Such information needs to be fully explained, she 
said.  

"In our judgement, projections in defined contribution plans can be 
particular misleading," Davis said, referring to both defined contribution 
and defined benefit plans. "Although participants may find projection 
helpful in retirement planning, there is no need for these projections to be 
included in individual benefit statements," she said.  
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If projections are required, they should not assume that a participant's 
compensation will increase and should discount for the effects of 
inflation, Davis said. Also, such projections should make clear that the 
pension will be substantially less than projected if the plan is terminated, 
benefits are frozen, future benefit accruals are decreased, or the 
business is sold.  

 
Hybrid Plans 

 
Kyle Brown, retirement counsel at Watson Wyatt Worldwide, requested 
that any future guidance also address hybrid plans. He was speaking on 
behalf of the American Benefits Council.  

Brown specifically sought clarification that a participant benefit statement 
with respect to an accrued hybrid plan benefit need only include the 
participant's notional account balance or current value in the case of a 
pension equity plan.  

He argued that this position is supported by the PPA's anti-whipsaw 
provision. Citing PPA Section 701, Brown said that section overrides the 
IRS's prior position that, in computing a participant's single sum accrued 
benefit under a hybrid plan, a plan is required to project the participant's 
account balance to normal retirement age using the plan's interest rate 
assumptions, and then discount back using the statutorily prescribed 
discount rate.  

"Surprisingly, there has been little discussion of benefit statements for 
cash balance plans which present unique problems," PRC's Davis said. 
She recommended consideration of more frequent automatic statements 
for those cash balance plans with a menu of investment options.  

She also noted that calculating the accrued annuity benefit of such plans 
requires the resolution of issues associated with variable interest credit 
and the projection of future interest rates.  

Information on the current council working groups is at 
http://www.dol.gov/ebsa/aboutebsa/erisa_advisory_council.html.   
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