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SOCIETY OF ACTUARIES APPROVES UPDATED 
MORTALITY NUMBERS 
 
In October, the Society of Actuaries (a professional 
association of U.S. actuaries that provides research) 
issued two reports which effectively approve the 
mortality rates first discussed earlier in 2014. After a 
five year study, the new numbers reflect increased 
longevity. These will be implemented into pension plans 
over the next year by U.S. actuaries by their own 
means.  
 
The new figures come from a study of real retirement 
mortality experiences. Both men and women show 
about two years in increased lifespan from earlier 
tables. For example, men aged 65 this year are 
expected to live to 86.6, compared to 84.6 in 2000. 
Women aged 65 are expected to live to 88.8 in 2014, 
compared to 86.4 in 2000. 
 
Though added longevity is a good thing, it could be 
burdensome on plan sponsors. The revised numbers 
may cause increased liability and a lowered funded 
status for the plans. Some predict between a 4% and 8% 
increase in liabilities upon adoption of the new rates. 
 
Plan Sponsor Consideration: This will have a profound 
effect on defined benefit plans beginning in 2015. For 
many plan sponsors, they may find their funded status 
will lower after years of increasing due to market 
improvement and interest rate crediting changes. 
 
Be sure to have discussions, if these have not already 
occurred, so that you understand the possible 
ramifications of increased mortality rates. 
 
 
NEW SINGLE DISTRIBUTION RULE FOR RETIREMENT 
PLANS 
 
Beginning January 1, 2015, when participants choose to 
direct their retirement plan distribution to go to 
multiple destinations, the amounts will be treated as a 

single distribution for allocating pre-tax and after-tax 
basis. This will allow the participants of qualified plans, 
including 401(a), 401(k), 403(b), and 457(b) 
governmental retirement plans, to:  
 Roll over amounts to both a Roth IRA and a 

non-Roth IRA 
 Allocate the pre-tax amount of the distribution 

to the non-Roth IRA and the after-tax amount 
to the Roth IRA, and 

 Avoid having to pay income tax on pre-tax 
amounts rolled over to the non-Roth IRA 

Please note this pertains to after-tax contributions and 
not Roth contributions. 
 
Under the old rules, each separate destination of a 
retirement plan distribution was considered a separate 
distribution. If a participant’s account balance 
contained both pre-tax and after-tax amounts, each 
distribution included a pro rata share of both. A 
participant wouldn’t be able to choose to transfer the 
pre-tax amount to a traditional IRA and the after-tax 
amount to a Roth IRA. 
 
Going forward, those with pre-tax and after-tax 
amounts in their plan can transfer through direct 
rollovers the pre-tax portion of the distribution 
(including earnings on after-tax amounts) to a 
traditional IRA and the after-tax portion of the 
distribution to a Roth IRA. 
 
Plan Sponsor Consideration: This will become a benefit 
for those participants that have both pre-tax and after-
tax balances. Previously, transferring after-tax portions 
to a Roth IRA could only be accomplished through 60-
day rollovers, which is a burden on those that do not 
have the cash available.  
 
This has also made after-tax contributions more 
appealing than they ever have been. It is important to 
check with your provider to make sure there is no need 
for a plan document amendment. 
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GAO RECOMMENDS CHANGES TO AUTOMATIC CASH-
OUT RULES 
 
The Government Accountability Office (GAO) says its 
analysis of retirement accounts that have been 
automatically rolled into individual retirement accounts 
(IRAs) shows that those balances have tended to 
decrease over time due to fees outpacing the returns of 
an FDIC-protected account. As you may remember, the 
DOL regulations only allow the default investment for 
these accounts to be capital preservation-like 
investments. The GAO stated in their report, “Without 
alternatives to forced-transfer IRAs, current law permits 
billions in participant savings to be poorly invested for 
the long-term.” 
 
The GAO also expressed concern that a provision in the 
law allows a plan to disregard previous rollovers when 
determining if a balance is small enough to force out. 
Their example was a participant with a $20,000 account 
balance (of which more than $15,000 was rolled over 
from previous employer) could be forced out by the 
rules because the participant had less than $5,000.  
 
Amongst many recommendations, the GAO has asked 
Congress to consider amending current law to permit 
alternative default destinations for plans to use when 
transferring participant accounts out of plans. Also, they 
have recommended Congress consider repealing the 
provision that allows plans to disregard previous 
rollovers. 
 
The full report is available at www.gao.com. 
 
Plan Sponsor Consideration: While it is yet to be seen 
what will happen, changes could be coming if they find 
that the IRAs in question are not the ideal solution. This 
could end up being along the lines of the QDIA 
legislation that removed Stable Value and Guaranteed 
Accounts from the approved investment list. 
 
Despite what happens in the future, it is important to 
keep your records up to date on all employees. It may 

be beneficial to maintain personal e-mail addresses of 
each employee as they change less frequently and are 
more apt to be significant as the world becomes more 
technology-driven. 
 
 
GUIDANCE ISSUED FOR INCLUDING ANNUITIES IN TDFs 
 
The Department of the Treasury and the International 
Revenue Service (IRS) have issued guidance designed to 
expand the use of income annuities in 401(k) plans. 
This, along with the recent rules on the use of longevity 
annuities, is another step reflecting the government’s 
commitment to encouraging lifetime income solutions.  
 
The guidance was published at Notice 2014-66 and 
provides that plan sponsors can include deferred 
income annuities in target-date funds (TDFs) used as a 
qualified default investment alternative (QDIA) in a 
manner that complies with plan qualification rules. 
 
The guidance makes clear that plans have the option to 
offer TDFs that include such annuity contracts as a 
default or as a participant-elected investment. This 
option is voluntary for both parties. 
 
For more information on the guidance, please visit 
www.irs.gov. 
 
Plan Sponsor Consideration: It has yet to be seen how 
providers and plan sponsors are going to effectively 
include annuity contracts in retirement plans. Three of 
the most cited causes for concern have been fees, 
fiduciary liability, and portability.  
 
With the guidance being so new, it is best to take a 
wait-and-see approach. 2015 has a chance to be the 
year that plan sponsors and participants are introduced 
a variety of options. 
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COMPLIANCE CALENDAR 
 

January 

Sun Mon Tue Wed Thu Fri Sat 

    1 2 3 

4 5 6 7 8 9 10 

11 12 13 14 15 16 17 

18 19 20 21 22 23 24 

25 26 27 28 29 30 31 

 
 

February 

Sun Mon Tue Wed Thu Fri Sat 

1 2 3 4 5 6 7 

8 9 10 11 12 13 14 

15 16 17 18 19 20 21 

22 23 24 25 26 27 28 

 
 

March 

Sun Mon Tue Wed Thu Fri Sat 

1 2 3 4 5 6 7 

8 9 10 11 12 13 14 

15 16 17 18 19 20 21 

22 23 24 25 26 27 28 

29 30 31     
 
 
 

COMPLIANCE CALENDAR 
 
JANUARY 
 
January 31 
Deadline for submitting determination letter for 
individually designed plans (Year of submission 
determined by EIN). 
 
 
FEBRUARY 
 
February 2 
Deadline for sending 1099-R to participants who 
received distributions during previous year. 
 
 
MARCH 
 
March 2 
Deadline for filing Form 1099-R with IRS to report 
distributions made in previous year. Deadline for 
electronic filing is March 31. 
 
March 15 
Deadline for processing corrective distributions for 
failed ADP/ACP tests without 10% excise tax. (If using 
EACA rules, deadline is different.) 
 
March 16 
Deadline for filing (or extending) corporate tax returns. 
 
Deadline for contribution deductibility (without 
extensions) for companies operating on calendar-year.  
 
March 31 
Deadline for electronic filing of Form 1099-R to report 
distributions made in previous year. 
 
 
DISCLOSURES: 
This information is not intended as authoritative guidance or tax or legal 
advice. You should consult with your attorney or tax advisor for guidance on 
your specific situation. 


